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CONSULTATIONS PAPER OF THE GOVERNMENT OF CANADA

l. Introduction

The dispute underlying the Petition before the Department of Commerce has been
ongoing for over 30 years. The Petition seeks, for the fifth time in that period, imposition of
countervailing duties on imports of softwood lumber from Canada.

Before the case is initiated, the Department must be satisfied that the requirements for
standing are met. It must ensure that the minimum standards for the initiation of an investigation
are adhered to. Thus, for each claim, the Petition must make specific allegations of subsidies as
they are defined in U.S. law and the SCM Agreement, and those allegations must be supported by
the evidence reasonably available to the Petitioner.

The Petition does not remotely approach the required minimum standards for initiation of
an investigation. Section 702(c)(1)(A)(i) of the Tariff Act, 19 U.S.C. § 1671a(c)(1)(A)(i),
provides that in deciding whether to initiate a CVD investigation, as well as which programs to
include in that investigation, the Department must first determine whether the Petition “alleges
the elements necessary for the imposition of the duty imposed by section 1671a(a) of this title,
and contains information reasonably available to the petitioner supporting the allegations.”

The U.S. statute tracks the obligations agreed to by the United States under the WTO
Agreement on Subsidies and Countervailing Measures (“SCM Agreement”), which, inter alia,
requires “sufficient evidence of the existence of (a) a subsidy and, if possible, its amount” before
an investigating authority may initiate a countervailing duty investigation, and further provides
that “{s}imple assertion, unsubstantiated by relevant evidence, cannot be considered sufficient to
meet the requirements of this paragraph.”

The Petition does not include sufficient evidence of the existence of subsidies. Petitioner
provides no evidence of a financial contribution, benefit or specificity. The Government of
Canada strongly believes that the Department should not initiate unless and until there is a
properly filed petition that meets the initiation standards. This is clearly not the case here.

In order to facilitate the Department’s review of the alleged countervailable programs,
this paper addresses the programs in the order in which they are listed in the Petition. This paper
also addresses fundamental aspects regarding the Department’s overall consideration of this case.
Specifically, this paper will cover the following:

1 SCM Agreement Art. 11.2
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Standing

The Petition fails to demonstrate that it was filed by an interested party as defined by the
statute or that it was filed on behalf of the U.S. softwood lumber industry — The Petition
fails to disclose whether the COALITION is an interested party, because the Petition
lacks any information regarding the composition of one of its members, the U.S. Lumber
Coalition, Inc. Additionally, Petitioner’s calculation of industry support suffers from a
number of methodological flaws. These flaws include the failure to provide value data,
the use of data from 2015 to calculate industry support despite the availability of much
more recent data, the possible failure to fully capture the entirety of U.S. production of
the domestic like product, and the use of data collected based on scope language that
Petitioner now seeks to clarify and modify.

Stumpage

The Petition fails to support its benefit allegation with lawful benchmarks — First, the
Petition asserts that in-province benchmarks for each of the provinces are not usable
because the market has been distorted, but has not even attempted to support this
allegation with the analysis the WTO has repeatedly said is required to reject in-
jurisdiction benchmarks. And because the Petition fails to calculate any benefit
compared to an in-province benchmark, it has failed to support its benefit allegation.
Second, the Petition relies on out-of-province benchmarks that in no way reflect the
prevailing market conditions within the provinces allegedly providing stumpage for less
than adequate remuneration. The Petition has failed to make any attempt to adjust for the
differences in market conditions, again showing that the benefit allegation in the Petition
is unsubstantiated. Additionally, the Department must conduct an upstream subsidy
analysis to determine whether any lumber produced by sawmills or remanufacturers that
purchased log or lumber inputs from unaffiliated entities benefited from the alleged
subsidies on stumpage.

Log Export Restraints

The Petition fails to show that private parties were specifically entrusted or directed to
provide a good to softwood lumber producers - In making its allegation for both British
Columbia and Québec, the Petition ignores the legal standard for establishing entrustment
and direction and completely distorts the facts as to the role that the respective
governments play in authorizing the export of logs.

British Columbia — The Petition contains none of the empirical analysis that the
Department has previously said is necessary to show that domestic and world market
prices diverged because of the alleged restraints.

Québec — The Petition fails to offer any new facts that would cause the Department to
deviate from its prior findings that Québec has no effective log export restraint system.
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Bioenerqy Programs

Bioenergy Program relating to downstream non-subject merchandise — A number of the
“bioenergy” programs included in the Petition fail to contain allegations, let alone facts,
that could support a finding that the claimed assistance provides a benefit with respect to
the manufacture, production, or export of softwood lumber. Instead the Petition claims
that alleged assistance, which benefits downstream non-subject merchandise products
that are made from non-subject co-products of softwood lumber production can be the
subject of an investigation against softwood lumber. Nothing in the countervailing duty
law or the SCM Agreement would countenance countervailing, let alone initiating an
investigation on such allegations. Bioenergy allegations that fall within this category are
the following

o Sustainable Development Technology Canada — The Petition provides
information on a grant for a “LignoForce” recovery plant for pulp mill waste, but
fails to provide a sufficient basis for finding that such a grant would provide a
benefit to a softwood lumber producer.

o BC Hydro’s Load Displacement Program — The Petition alleges that this program
provides benefits to pellet plants, but fails to provide a sufficient basis for finding
that this would benefit lumber production. There are also factual inaccuracies in
the Petition in that lumber production is not downstream from pellet production
and the sawmill at issue did not use pellets.

BC Hydro’s Electricity Purchase Agreements — Petitioner alleges that softwood lumber
producers somehow benefit from Electricity Purchase Agreements (“EPAS”) signed by
their cross-owned independent power producers. Petitioner fails to provide sufficient
evidence that the electricity is being purchased at more than adequate remuneration. This
is particularly the case since the Department recently declined to initiate on this identical
program in Supercalendered Paper from Canada. Also, Petitioner fails to provide a
sufficient basis for finding that such EPAs would provide a benefit to softwood lumber.

Ontario Northern Industrial Electricity Rebate (“NIER”) Program — There is no basis to
initiate on this program because the NIER explicitly excludes softwood lumber facilities
from program eligibility and, therefore, NIER could not have provided a benefit to
softwood lumber facilities.

Quebec Power Purchase Program — The Petition fails to identify a financial contribution
and benefit during the POI. The companies that contract with Hydro-Quebec are
unrelated to any lumber producing entities. Petitioner fails to provide any evidence of a
benefit during the POI, as all identified contracts are not scheduled to come on line until
after the POL.
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Tax Programs

BC Motor Fuel Tax Refund — Petitioner fails to provide sufficient evidence of a
countervailable benefit. The tax refund program is nothing more than a mechanism to
ensure that a purchaser does not pay higher tax rates than that to which the purchaser is
already entitled to pay under separate provisions of the Act. To the extent that there was
a benefit arising from the tax refund program, any such benefit would accrue to those
third-party contractors, not the sawmills producing lumber.

Alberta’s Fuel Tax Exemption — Petitioner’s allegations regarding Alberta’s fuel tax
exemption program are likewise deficient, in particular—

0 Prescribed Off Road Percentage Program (“PROP”) — Petitioner fails to provide a
sufficient allegation with respect to benefit. Alberta eliminated PROP in 2011,
and Petitioner’s allegation that PROP should be treated as a non-recurring subsidy
is inconsistent with the Department’s regulations.

0 Marked Fuel Tax Exemption and Clear Fuel Rebate — Petitioner has failed to
provide any evidence that indicates these programs are either de jure or de facto
specific under U.S. countervailing duty law.

Additional Programs

Export Development Canada-Export Guarantee Program — The Petition fails to provide
sufficient facts to support its allegation that this program provides a benefit.

Issues in the Conduct of the Investigation

The Investigation should be conducted on an Aggregate basis — The Department
conducted prior lumber investigations on an aggregate basis. Because an even larger
number of exporters and producers are potentially involved in this investigation, the
Department should again exercise its authority to conduct this investigation on an
aggregate basis. Canadian law establishes that the provinces have exclusive jurisdiction
over the forest lands and resources within their borders. A company specific
investigation, in which only a few companies would be examined, could not account for
the diversity of forest pricing and management systems that result from the province-
specific nature of Canadian forestry.

The Department should allow Canadian importers to post bonds in lieu of cash deposits
during the provisional measures period — Canadian importers should be permitted the
option to post bonds instead of cash deposits during the provision measures period
because: (1) the United States faces no genuine risk of not being able to recover potential
duties should Canadian importers post bonds instead of cash deposits; and (2) requiring
cash deposits could result in the payment of interest back to Canadian importers (if final
margins are lower than preliminary margins), and therefore a loss of revenue to the U.S.
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e Atlantic Provinces — Canada supports the exclusion of the Atlantic provinces from this
countervailing duty investigation.

e Company Exclusions — If the Department initiates an investigation, Canada urges the
Department to promptly adopt fair and workable procedures for the submission and
review of company exclusion applications.

e The Provinces of Saskatchewan, Manitoba and the Territories should not be investigated
— These provinces and the Territories represent an extremely small share of lumber
production. The administrative burdens on the Department posed by this case could be
reduced by limiting the investigation to the largest lumber-producing provinces.

e Scope and Product Exclusions — The Government of Canada intends to file a number of
product and species exclusions requests should the Department initiate an investigation.
In particular, the Government of Canada will file a request to exclude eastern white pine,
wooden bed frame components, lumber made from U.S. origin logs, lumber made from
private land or First Nations logs, high value products, and western red cedar from the
scope of the investigation.

o Timetable of the Proceedings — The Government of Canada urges that, if an investigation
is initiated, the Department promptly recognize the nature of the proceeding and place it
on an “extraordinarily complicated” timetable.

I1. The Petition Has Not Been Filed by or on Behalf of a U.S. Industry

Section 702 of the Tariff Act, 19 U.S.C. § 1671a, requires that the Petition be filed by an
“interested party” “on behalf of an industry.”® The Petition fails to establish that it was filed by
an “interested party” or that it was filed “on behalf of” the U.S. softwood lumber industry.

There is insufficient evidence that the Petition was filed by an “interested party.” The
party that filed the Petition is the Committee Overseeing Action for Lumber International Trade
Investigations or Negotiations (“COALITION”), which claims to be an interested party as a
“trade or business association a majority of whose members manufacture, produce, or wholesale
a domestic like product in the United States” under Section 771(9)(F) of the Tariff Act, 19 U.S.C.
§ 1677(9)(F).> The COALITION asserts that eight of its thirteen members are manufacturers,
producers, or wholesalers of the domestic like product, which would appear to constitute a
majority of the membership. However, the COALITION also lists the U.S. Lumber Coalition,
Inc., as a member, which itself is supposedly a trade association, a majority of whose members
manufacture, produce, or wholesale a domestic like product. There is absolutely no evidence in
the Petition, however, of the membership of the U.S. Lumber Coalition, Inc. to support this

219 U.S.C. § 1671a(b)(2).

3 petition Vol. I at 2-3.
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assertion. And without this information, the Department cannot adequately address whether the
COALITION has standing. The COALITION should not be able to claim that a majority of its
members would qualify as interested parties if one of those members is potentially comprised of
a much larger number of parties that would not in fact have independent standing. This simply
encourages gamesmanship and allows the real parties in interest to hide behind front
organizations when filing petitions.

The Department should not allow trade associations to claim interested party status when
one of the members of the association itself is a trade association without an inquiry into the
identity of the membership of the subsidiary association. For example, an association that would
not otherwise qualify as an interested party could simply lump all of its members who are not
producers, manufacturers, or wholesalers of the domestic like product into a single new
subsidiary association, and then claim that all of those members now constitute only a single
member of the original association. This would clearly run afoul of the spirit of the statute
requiring manufacturers, producers, and wholesalers of the domestic like product to comprise the
majority of an association in order for the association to have standing. Indeed, the regulations
address this treat by requiring that a petition contain “the name, address, and telephone number
of the petitioner and any person the petitioner represents.” The Petition fails to do this with
respect to the U.S. Lumber Coalition, Inc., thus depriving the Department of its ability to
determine the standing of Petitioner. The U.S. Lumber Coalition, Inc. should be required to
disclose the names, addresses, and telephone numbers of its members and identify whether each
member is a manufacturer, producer, or wholesaler of the domestic like product; failing that, the
Petition should be dismissed.

The Petition also fails to show that it was filed “on behalf of” the U.S. softwood lumber
industry. A petition is filed “on behalf of the industry” if (i) the domestic producers or workers
who support the petition account for at least 25 percent of the total production of the domestic
like product, and (ii) the domestic producers or workers who support the petition account for
more than 50 percent of the production of the domestic like product produced by that portion of
the industry expressing support for or opposition to the petition.” Importantly,

{i}f the petition does not establish support of domestic producers or workers
accounting for more than 50 percent of the total production of the domestic like
product, the administering authority shall —

(i) poll the industry or rely on other information in order to determine if
there is support for the petition as required by subparagraph (A), or

419 C.F.R. § 351.202(b)(1) (emphasis added).

® Section 702(c)(4)(A) of the Tariff Act, 19 U.S.C. § 1671a(c)(4)(A).
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(ii) if there is a large number of producers in the industry, the
administering authority may determine industry support for the petition by
using any statistically valid sampling method to poll the industry.®

In the Petition, as subsequently corrected, Petitioner claims to have the support of at least
55.14 percent of U.S. softwood lumber production.” Specifically, Petitioner claims to have the
support of producers that produced 17,489 million board feet of softwood lumber in 2015, out of
a total U.S. production volume of 31,719 million board feet for 2015. For the reasons that
follow, the Department should not accept this calculation of industry support.

First, Petitioner has failed to follow the Department’s regulation requiring a petition to
contain the value of U.S. production and the value of the domestic like product produced by the
supporters of the petition.® Because the amount of industry support as represented by Petitioner
in terms of volume is relatively close to 50 percent, it is not unreasonable to believe that value
figures for the producers supporting the Petition could be below 50 percent.” Because Petitioner
has failed to provide this critical data, Petitioner’s allegations of industry support should be
rejected, and the Department at the very least should poll the industry, requesting both volume
and value data.

Second, the 12-month period used by Petitioner is not reasonable for purposes of
determining industry support for the Petition. Petitioner relies on calendar year 2015
(“CY2015”) data and refers to this as the “presumptive period of investigation.”*® But the actual

® Section 702(c)(4)(D) of the Tariff Act, 19 U.S.C. § 1671a(c)(4)(D) (emphasis added).
" See Petitioner’s Response to the Department’s Supplemental Questions (Dec. 1, 2016) at 9.
19 C.F.R. § 351.202(b)(3).

° Petitioner argues that the Department should disregard any potential opposition by West Fraser Timber Co. Ltd.,
Canfor Corporation, and International Forest Products, because they are related to Canadian producers. See Petition
Vol. I at 9-10. Petitioner’s argument, however, is a non-sequitur at this point, as it is not a relevant factor in
determining whether polling is required. The statute says that the Department “shall” poll “if the petition does not
establish support of domestic producers or workers accounting for more than 50 percent of the total production.”
Section 702(c)(4)(D) of the Tariff Act, 19 U.S.C. § 1671a(c)(4)(D). It is not respondents’ burden to show that more
than 50 percent of the domestic industry would oppose the Petition — rather, the Petition must show that more than
50 percent of the domestic industry actually supports the Petition. See Petition Exhibit 11 (Passenger Vehicle and
Light Truck Tires AD Investigation Initiation Checklist, Attach. Il) at 12 (“The statute does not direct us to consider
whether any producers publicly oppose the Petitions in the press or whether some producers may be related to or
import from Chinese producers of subject merchandise in determining whether or not to poll the industry.”). As
explained below, the Petition does not do so.

Moreover, determinations of whether the opposition of related parties should be made on a case-by-case
basis, taking into account the producer’s interests as a domestic producer. See 19 C.F.R. § 351.202(e)(4)(i).
Notably, according to the data relied upon by Petitioner, these three companies account for over 15 percent of U.S.
domestic production by volume, indicating that they have a significant stake in the case as U.S. producers.

19 petition Vol. I at 2-7.
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periods of investigation suggested by Petitioner are April 1, 2015 through March 31, 2016 for the
countervailing duty case and October 1, 2015 through September 30, 2016 for the antidumping
case. The CY2015 data do not line up with either of these periods of investigation. More
crucially, when the Department proposed the regulation regarding its determinations of industry
support, the Department explained that “normally the Secretary will use the most recent twelve-
month period for which data are available.”** The Department did not indicate any change in
policy in finalizing the regulation.® This makes sense, as relief via antidumping and
countervailing duty orders is prospective in nature, and thus the measure of support should
reflect the most current situation within the U.S. industry. Petitioner has total U.S. production
data through at least August 2016, and there does not appear to be any reason why the firms
filing letters could not have provided production data through August 2016. Assuming that the
Department uses a 12-month period for its industry support determination, the Department
should use September 2015 through August 2016 data. Because Petitioner has provided only
total production data for CY2015, and not production data for the producers supporting the
Petition, the Department should poll the industry, requesting volume and value data regarding
their production during the period of September 2015 through August 2016. Alternatively, the
Department should poll the industry, requesting production data from one of the two periods of
investigation proposed by Petitioner (i.e., April 1, 2015 through March 31, 2016 or October 1,
2015 through September 30, 2016).

Third, the adjustments made to the Lumber Track production data in an attempt to
capture the entirety of the production of the domestic like product do not appear to be sufficient.
Petitioner makes a small adjustment for siding and flooring that may not be captured by the
Lumber Track data.** But Petitioner also claims that “{c}omponents or parts of semi-finished or
unassembled finished products made from subject merchandise that would otherwise meet the
definition {of softwood lumber as described in the Petition}” should be included within the
scope of this case.”® Among the examples of these unfinished products listed in the Petition
potentially meeting the definition of softwood lumber are truss components, pallet components,
and window frame parts.’® Petitioner does not explain why these component parts would be
picked up in Lumber Track data and why an adjustment to the Lumber Track data is not needed
to account for the production of these unfinished items. The Government of Canada notes that in
the 2012 Economic Census, the total value of truss manufacturing (NAICS code 321214), wood

! Notice of Proposed Rulemaking: Antidumping Duties; Countervailing Duties, 61 Fed. Reg. 7308, 7314 (Dep’t of
Commerce Feb. 27, 1996).

12 See Final Rule: Antidumping Duties; Countervailing Duties, 62 Fed. Reg. 27,296, 27,307-27,308, 27,358 (Dep’t
of Commerce May 19, 1997).

13 See Petition Exhibit 2.
14 See Petition \Vol. I at 6 and Exhibit 56.
5 1d. at 16.

4. at 17.
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window and door manufacturing (NAICS code 321911), and wood container and pallet
manufacturing (NAICS code 321920) was $19,170,903,000, which is significantly more than the
$11,232,312,000 of softwood lumber that Petitioner claims represents the total of lumber
produced by sawmills and remanufacturers.” Even if the unassembled and unfinished parts and
components of the final products (and others referenced in the Petition) make up only a small
portion of the total production reported in the Census data for these NAICS codes, the total
volume of those components and parts could still be enough to reduce the support for the Petition
to a percentage less than 50 percent of the total production of the domestic like product. The
Department accordingly should ensure that all producers of the domestic like product are
captured in determining the level of industry support by polling the industry.

Finally, as the Department’s questions to Petitioner illuminate, the scope of the Petition
as originally described by Petitioner was unclear and confusing.'® Petitioner has since attempted
to clarify the language, but the producers filing letters of support reported their production based
on the scope as originally described in the Petition. It is not clear whether the producers
supporting the Petition would have reported the same production amounts if they had been
presented with the narrower language that Petitioner now proposes as the scope of these
proceedings.

In conclusion, there is a significant need to poll the industry in this case and the
Department accordingly should extend the time for initiation by 20 days in order to conduct a
poll.

I11.  The Petition’s Allegations of Stumpage Subsidies Do Not Meet the Minimum
Standards for Initiation

A. The Petition Fails to Substantiate a Stumpage Benefit

The Petition asserts that there are no usable internal benchmarks in any of the provinces
for determining the existence, and measurement, of a benefit provided to lumber producers under
each province’s stumpage regime. For Alberta, Saskatchewan, Manitoba, Ontario, Québec and
New Brunswick, Petitioner offers as a benchmark prices charged for private stumpage in Nova
Scotia, as reported in a survey prepared by Deloitte for the Nova Scotia Department of Natural
Resources. Alternatively, Petitioner proposes that the Department use U.S. cross-border
benchmarks that were used in the Lumber IV original investigation to determine and measure the
benefit in each of these provinces. For British Columbia, Petitioner proposes that log prices in
the Pacific Northwest be used as a benchmark.

17 Compare Exhibit A (2012 Economic Census of the United States, Economy-Wide Key Statistics: 2012, U.S.
Census Bureau) with Petition Exhibit 56. Note that to avoid confusion with exhibits submitted with Petition,
exhibits attached to this paper are labelled using letters instead of numbers.

18 See Department’s Supplemental Questions to Petitioner (Nov. 30, 2016).
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Under section 771(5)(E) of the Tariff Act and Article 14(d) of the SCM Agreement, there
is no benefit from an alleged provision of a good unless the good is provided for “less than
adequate remuneration.” The Act and Agreement provide that adequacy of remuneration shall
be determined in relation to the prevailing market conditions for the good being provided in the
country of provision (including price, quality, availability, marketability, transportation, and
other conditions of sale). Only benchmarks reflecting prevailing market conditions for the good
being provided may therefore be used. The language requiring that the benchmark be “in the
country of provision” is there for a reason.

In order to accurately determine whether a benefit has been provided, the prevailing
market conditions must be the same in the original and comparator jurisdictions. This is
necessary to determine whether any price differential between the goods is the result of a
conferral of a benefit by the government, and not of differences in prevailing market conditions
between the jurisdictions. The fact that the price in one jurisdiction is lower than in the other
does not mean that a subsidy is being provided in the first, unless all the factors that affect the
price of the good are adjusted for. Accordingly, if market conditions in the jurisdiction where
the good subject to the investigation is provided differ from those in the jurisdiction where
proposed benchmark sales occur, adjustments must be made to account for all of these
differences.

Intra-jurisdictional comparisons reduce the number of adjustments that must be made for
the comparison to be valid.

There have been a number of significant WTQO decisions in the last five years interpreting
when an investigating authority can go outside the jurisdiction to find a benchmark to determine
whether a program has provided a benefit. The two most recent are United States —
Countervailing Measures on Certain Hot-Rolled Carbon Steel Flat Products From India™ and
United States — Countervailing Measures on Certain Products from China.?

In these two cases, the Appellate Body reviewed the current state of WTO law as it
applies to market distortion. First, the AB reiterated that proper benchmark prices would
normally emanate from the market for the good in question in the country of provision and that
such in-country prices could emanate from a variety of sources, including private and public
related entities. Second, the AB very clearly stated that investigating authorities bear the
responsibility of conducting the necessary analysis in order to determine, on the basis of
information supplied by petitioners and respondents in a countervailing duty investigation,
whether the proposed benchmark prices are market determined such that they can be used to
determine whether remuneration is less than adequate. Third, the AB concluded that although a
government’s predominant role as a supplier in the market makes it likely that prices will be

19 Appellate Body Report, United States — Countervailing Measures on Certain Hot-Rolled Carbon Steel Flat
Products From India, (WT/DS436/AB/R).

2 Appellate Body Report, United States — Countervailing Measures on Certain Products From China,
(WT/DS437/AB/R).
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distorted, the distortion of in-country prices must be established on the basis of the particular
facts underlying each countervailing duty investigation. Fourth, the AB emphasized that what
allows an investigating authority to reject in-country prices is price distortion, not the fact that
the government, as a provider of goods, is the dominant supplier per se. And finally, the AB
clarified that its reasoning in US — Softwood Lumber 1V excluded the application of a per se rule
according to which the investigating authority could properly conclude in every case that the fact
that the government is the predominant supplier establishes that there is price distortion.

The Court of International Trade remanded the Department’s use of out-of-country
benchmarks in the recent case of Borusan Mannesmann Boru Sanayi ve Ticaret A.S. v. United
States (“Borusan’)®. There the Court found that the Department had not adequately supported
its decision to disregard tier one pricing in the countervailing duty investigation of oil country
tubular goods (OCTG) from Turkey. In the underlying case the Department had found that the
Turkish government’s portion of the hot rolled steel (HRS) (input to OCTG) market was
“substantial” (the percentage was unclear) making the HRS market “significantly distorted.”
Thus, again, the Department had employed its per se test of distortion and disregarded the Tier
One benchmark pricing submitted by the respondents.?

In finding that the Department’s determination was not supported by adequate evidence
of market distortion, the Court relied heavily on the Preamble to the CVD regulations:

While we recognize that government involvement in a market may have
some impact on the price of the good or service in that market, such
distortion will normally be minimal unless the government provider
constitutes a majority or, in certain circumstances, a substantial portion of
the market. Where it is reasonable to conclude that actual transaction
prices are significantly distorted as a result of the government’s
involvement in the market, we will resort to the next alternative in the
hierarchy.?

The Court went on to state that:

The straightforward reading of the Preamble is that a “substantial portion”
finding implies “significant distortion” in certain circumstances, and in the
absence of clarification of what those “certain circumstances” are, an
explanation of why the Turkish HRS market being examined for purposes
of this OCTG investigation is one of those, Commerce’s finding that the
Turkish HRS market is significantly distorted, based solely on its finding

21 61 F. Supp. 3d 1306 (Ct. Int’l Trade 2015)
261 F. Supp. 3d at 1330.

%% Preamble, Countervailing Duties: Final Rule, 63 Fed. Reg. 65348, 65377 (Nov. 25, 1998 (“Preamble”), cited in
Borusan 61 F. Supp. 3d at 1328.
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that the Turkish government provided a “substantial portion” of it,
amounts, as argued by Borusan, to application of a per se rule.?

The fact that Commerce itself stated that it was necessary to measure the
“level” of distortion and that it did not have the required information
therefor, namely production and consumption information of HRS in
Turkey, means that the “significant” distortion finding is per se as
applied....From the fact that Commerce denies that its ruling is per se,
even as applied, the court must conclude this is at least indication that
further explanation or analysis of the record is necessary, in order to
explain those circumstances where “substantial portion of the market”
results in minimal distortion and where it results in substantial or
significant distortion and explain its reasoning on its categorization of the
matter at bar and the record evidence that supports it.”*

The Preamble allows for the possibility of a level of “minimal” distortion
even where there is “substantial portion” government involvement, and
simply asserting that “significant distortion” was determined from the
“totality of the record” does not explain why or how that determination
could have been reached on the basis of a record that Commerce itself
admits was incomplete on the issue of the level of distortion.”

The Court, as a result, remanded back to the Department to provide further explanation to
support its significant distortion finding. Id. at 1331. %’

Notwithstanding the developments in the jurisprudence over the last fifteen years,
Petitioner relies entirely on the evidence presented with respect to each of the province’s internal
benchmarks in the Lumber IV investigation and administrative reviews, and on the Department’s
reasoning in that case, to assert that none of the benchmarks in the provinces are “usable.”
According to Petitioner, government involvement in each of the provinces per se distorts the
market such that external benchmarks must be used.?® Petitioner provides no evidence
whatsoever of such distortion. Rather, it assumes distortion based on government involvement
in each of the jurisdictions — exactly what the Appellate Body has instructed against. In sum,
this rejection out of hand by Petitioner of all internal benchmarks and its use of the Nova Scotia

% Borusan 61 F. Supp. 3d at 1328-1329.

% 1d. at 1330.

?°1d. at 1331.

#"'1d. at 1331.

%8 petitioner asserts that “{b}ecause government-owned timber sales account for the vast majority of timber sold in

most Canadian provinces, timber prices in those provinces will generally not be a viable benchmark.” Petition
Volume Il at 8.
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and U.S. cross-border benchmarks to establish “benefit” provides no basis on which the
Department may, consistent with U.S. and WTO legal requirements, initiate an investigation.

B. Neither the Stumpage Price for the Right to Harvest Standing Timber in
Nova Scotia, Nor the U.S. Benchmarks Proposed by Petitioner, Reflect
Prevailing Market Conditions in British Columbia, Alberta, Manitoba,
Saskatchewan, Ontario, Québec or New Brunswick

Petitioner offers the stumpage price reportedly paid to harvest softwood standing timber
in Nova Scotia as the benchmark for Alberta, Saskatchewan, Manitoba, Ontario, Québec and
New Brunswick to determine whether these provinces’ stumpage regimes provide a benefit to
Canadian softwood lumber producers. Leaving aside the illegality of using an out of jurisdiction
benchmark to establish benefit absent evidence of market distortion, the prevailing market
conditions in Nova Scotia do not reflect the prevailing market conditions in any of these
provinces, as they must, if the Department is to use Nova Scotia stumpage prices as a
benchmark.

A wide variety of factors affects stumpage and log prices — factors that vary significantly
between regions. These include, inter alia, locational characteristics (such as topography and
distance to sawmills and markets), climatic characteristics, timber characteristics, harvesting
conditions, operating costs, and other economic conditions. Any attempt to compare stumpage
prices between different jurisdictions must consider all relevant factors and either determine that
the factors are the same in both areas, or adjust for differences that have nothing to do with
alleged subsidization.

Even if the differences in spruce, pine, and fir (“SPF”) timber characteristics between
these jurisdictions were “minor” (and they are not with respect to any of the provinces for which
the Nova Scotia benchmark is used), adjustments would have to be made for density, quality,
size, age, accessibility, terrain, climate, and all the additional factors affecting comparability —
such as differences in regulatory regimes, capital and labor costs, and business climate.

There is no doubt that significant differences in prevailing market conditions exist
between provinces. For example, much of the species harvested in Nova Scotia are comprised of
species that in Alberta do not exist at all, and if they do exist, are rare, of poor quality and
inaccessible for harvesting. In Ontario the forests are primarily boreal, while all of Nova
Scotia’s forests are Acadian forests. The climate is wetter, warmer and milder and the growing
season is longer in the Acadian forests, as compared to the boreal forest in Ontario.

The same is equally true for the U.S. cross-border benchmarks that Petitioner proposes, in
the alternative, for all provinces except for British Columbia and for British Columbia
exclusively. As stated, the statute requires that adequacy of remuneration be determined in
relation to prevailing market conditions for the good or service being provided ... in the country
which is subject to the investigation or review. The Department’s regulations support this in-
country requirement.

All the benchmarks listed in the Regulations are internal to the country at issue:
(1) actual transactions within the jurisdiction; (2) a world market price for the good, provided it
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is commercially available within the jurisdiction; and (3) a market-principles analysis of the
process the providing government charges for the goods.?® Again, the common-sense reason for
this requirement that the benchmark reflect the prevailing market conditions in the jurisdiction of
provision is plain: that the domestic price in one jurisdiction is lower than the domestic price in
another jurisdiction does not mean that the first jurisdiction is providing a subsidy, because a
wide range of complex factors may account for the differences in price. As the Appellate Body
explained, “the countervailing measures may be used only for the purpose of offsetting a subsidy
bestowed upon a product”; they cannot be applied to counteract basic differences in market
conditions. The Department has, in fact, acknowledged that it is impossible, as a practical
matter, to adjust cross-border benchmarks for all differences in prevailing market conditions.*

There are distinct differences between the cross-border U.S. jurisdictions suggested by
Petitioner and the stumpage regimes that exist in the provincial jurisdictions for which Petitioner
offers those benchmarks: differences in timber characteristics and operating conditions, in
stumpage arrangements and in governmental policies and economic conditions. In rejecting
cross-border comparisons in Lumber I, the Department noted that “each individual stand of
timber is unique due to a variety of factors such as species combination, density, quality, size,
age, accessibility, and terrain and climate.” The Department has also recognized that tenures and
long term licenses in Canada, but not short-term cutting rights in the United States, impose
extensive forest management duties that ensure that the forest resources are managed in the
public interest, as well as extensive silviculture, road building and infrastructure that the
government itself would otherwise carry out.*

Cross-border stumpage comparisons are complicated by differing political and economic
conditions. These differences are particularly significant and impossible to quantify when
comparisons are made across international borders. The border is relevant not only because the
statute and Regulations require the Department to determine adequacy of remuneration in
relation to market conditions “in” the jurisdiction in question, but political boundaries also matter
from a practical standpoint because they correspond with differences in government regulatory
regimes, tax regimes, investment regimes, capital and labour costs, exchange rates, banking and
financial systems and business climate.

The Petition offers these U.S. cross-border benchmarks as an alternative because they
were used in Lumber IV. The reasons provided by Petitioner for using out of jurisdiction
benchmarks to determine and measure benefit are no more valid today than they were at that
time. Petitioner has not provided any evidence of market distortion in any of the provinces that

219 C.F.R. § 351.511(a)(2).

% |ssues and Decision Memorandum: Final Results of the Countervailing Duty Investigation of Certain Softwood
Lumber Products from Canada, from Bernard Carreau to Faryar Shirzad (Mar. 21, 2002) (“Issues and Decision
Memo”) at 43 (cross-border comparisons “would become inoperable if adjustments had to be made for all
government policies”).

%! See Certain Softwood Lumber Products from Canada, 66 Fed. Reg. 43,186, 43,201 (Dep’t of Commerce Aug. 14,
2001) (prelim. determination) (“Lumber IV Prelim.”).
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would warrant the Department using benchmarks outside the provincial jurisdictions. The
evidence of benefit provided by Petitioner, therefore, is impermissible under the Tariff Act and
the SCM Agreement. As a result, there is no basis on which the Department may initiate an
investigation into provincial stumpage programs.

C. The Department Can Neither Investigate the Petition’s Stumpage Claim Nor
Find Subsidies to Remanufacturers Without Conducting an Upstream
Subsidy Investigation

The right to cut standing timber results in harvested timber, which is an input to softwood
lumber. In Lumber IV, Canada argued that the Department should be required to conduct an
upstream subsidy analysis,** before attributing any stumpage benefit to subject merchandise
produced by sawmills and remanufacturers that purchased the allegedly subsidized input logs
and lumber from unaffiliated entities.

The Department, in response, concluded that the stumpage subsidy was: (1) “a subsidy to
the production of lumber, not the production of timber or logs”; (2) that the governmental
provision of timber was “the vehicle (i.e. financial contribution) by which a subsidy is provided
to lumber producers”; and (3) that softwood lumber producers were the “direct recipients” of the
subsidy.** As a result, the Department determined that an upstream subsidies investigation was
not required.

Canada appealed the Department’s decision to a NAFTA Panel and the WTO. The
NAFTA Panel found that a pass-through analysis is required with respect to sales by independent
loggers to sawmills.** The WTO Appellate Body found that in circumstances where an alleged
subsidy is received by a producer of an input product and the investigated product is a different
downstream product produced by an unrelated producer a pass through analysis is required.

% An upstream subsidy is a countervailable subsidy, other than an export subsidy, on an input product that is used in
the same country as the subject merchandise is produced, bestows a benefit on the merchandise, and has a
significant effect on the cost of its production. Section 771A(a) of the Tariff Act, 19 U.S.C. § 1677-1(a) (2010). A
competitive benefit is bestowed “when the price for the input product ... is lower than the price that the
manufacturer or producer of merchandise which is the subject of a countervailing duty proceeding would otherwise
pay for the product in obtaining it from another seller in an arms-length transaction.” Section 771A(b) of the Tariff
Act, 19 U.S.C. § 1677-1(b) (2010).

% Certain Softwood Lumber Products from Canada, 67 Fed. Reg. 15,545, 15,548 (Dep’t of Commerce Apr. 2, 2002)
(final determination) (“Lumber IV Final”), and accompanying Issues and Decision Memo at 18-19.

% Certain Softwood Lumber Products from Canada, Final Affirmative Countervailing Duty Determination, USA-
CDA-2002-1904-03, Decision of the Panel (Aug. 13, 2003) at 63. In addition, while concluding that domestic
processing requirements did not exist in Saskatchewan and Manitoba, the Panel affirmed the determination of the
Department not to undertake an upstream subsidy analysis in those provinces because it accepted the Department’s
argument that the record lacked evidence of the extent of arm’s length transactions in sales by independent loggers
to sawmills. Id. at 65.
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Consequently, whether an alleged stumpage benefit has been passed through to a
downstream producer of softwood lumber can only be determined by conducting an upstream
subsidy investigation. This basic requirement is clear in the statute and has been confirmed by
the WTO.

V. The Petition’s Allegations of Log Export Restraint Subsidies Do Not Provide a Basis
for Initiation

A. British Columbia

The Department should reject Petitioner’s allegation that the log export permitting
process (“LEP process”) applicable to logs from private lands in British Columbia confers
countervailable benefits to producers and exporters of subject merchandise, because it is fatally
flawed on both legal and factual grounds.

Specifically, Petitioner has failed to make an adequate showing that: (1) this system
constitutes a “financial contribution” within the meaning of the statute; or (2) provides a benefit.
In addition, Petitioner’s claims are based on a mischaracterization of the system in effect in with
respect to B.C. logs.

Petitioner mischaracterizes the system in B.C. as a “prohibition” on exports.* This is
incorrect. There is no “ban” or “prohibition” on the exportation of logs in British Columbia.
Rather, there is a LEP process that applies to the export of logs from British Columbia, which are
routinely exported from the Province in vast quantities. In the context of the SC Paper Expedited
Review, evidence on the record indicates that during the 2014 time-period, 99.6 percent of logs
under federal jurisdiction®® and 97.4 percent of logs under B.C. jurisdiction were approved.’’ In
considering whether to initiate on this program the Department should take these facts into
account.

1. Petitioner Has Failed to Satisfy Its Evidentiary Burden with Respect
to Financial Contribution

The B.C. LEP process cannot be countervailed as a matter of law because they cannot
confer a financial contribution. No further analysis should be necessary. Petitioner
acknowledges that in the case of the LEP process there is no direct financial contribution from an
“authority,” and that, as a result, the principal question in determining whether B.C.’s log
“export restrictions” can be investigated as a subsidy is whether British Columbia or Canada

% Petition Vol. 111 at 115.

% SC Paper Expedited Review, GOC’s New Subsidy Response at GOC-NS-5 (May 27, 2016), as modified by Letter
from Hughes Hubbard & Reed LLP to the Hon. Penny S. Pritzer, DOC Case No. C-122-854, (Oct. 17, 2016)
(“GOC’s Pre-Verification Minor Corrections”).

%7 5C Paper Expedited Review, GBC’s Verification Exhibit BC-VER-6.
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“entrusts or directs” private parties to provide the logs to B.C. domestic processors, within the
meaning of section 771(5)(B) of the Act.® Petitioner has failed to provide a sufficient evidence
that such “entrustment or direction” has occurred.

As the Department has explained, entrustment or direction exists when “a government
affirmatively causes or gives responsibility to a private entity or group of private entities to carry
out what might otherwise be a governmental subsidy function.”* For entrustment or direction of
a private entity to exist, the government must give responsibility to a private body or exercise its
authority over a private body in order to effectuate a financial contribution.*® “Entrustment” or
“direction” “cannot be inadvertent or a mere by-product of governmental regulation.” The
WTO Appellate Body has described the process of determining “entrustment” or “direction” as
determining “whether an unbiased and objective investigating authority” would have found that
there is “adequate evidence tending to prove or indicating” that the government gives
responsibility to, or exercises authority over, an entity to carry out the function of providing a
good to domestic users of that good.** Petitioner has not cited to any evidence supporting these
elements, and there is no such evidence in this case.

WTO panels have determined that alleged “export restraints” do not constitute
government-entrusted or government-directed provision of good under Article 1.1(a)(1(iv) of the
Agreement on Subsidies and Countervailing Measures (“SCM Agreement”). The WTO did so
initially in US — Export Restraints, a dispute between the United States and Canada, in which the
WTO panel concluded that an “export restraint” does not constitute a government-entrusted or
government-directed provision of good because, through an “export restraint,” the government
does n% explicitly entrust or direct (i.e., delegate or command) a private entity to provide
goods.

Petitioner acknowledges the panel’s decision in US — Export Restraints, but contends that
in this case the “GOC and the GBC do far more than simply restrain the export of logs.”** There
are two fundamental problems with this argument: (1) the log export permitting process that was
at issue in the US — Export Restraints case was more restrictive than the permitting process at

% Petition Vol. 111 at 124.

* Final Affirmative Countervailing Duty Determination: Dynamic Random Access Memory Semiconductors from
the Republic of Korea, 68 Fed. Reg. 37122 (Dep’t of Commerce June 23, 2003) and accompanying Issues and
Decision Memorandum at 47.

“ Appellate Body Report, US — DRAMS, 113, WTO Doc. WT/D5296/AB/R (adopted June 27, 2005).

“1d. 1 114.

2 Seeid.

*% Panel Report, United States-Measures Treating Exports Restraints as Subsidies, WT/DS194/R, circulated June 29,
2001 (“Panel Report, US — Export Restraints™), 11 8.17, 8.44, 8.75.

*4 petition Vol. 111 at 126.
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issue here; and (2) the Petitioner never explains or provides any support for the proposition that
the GOC and the GBC “do far more than simply restrain the export of logs.”

Subsequent WTO decisions such as China - GOES* and U.S. — Large Civil Aircraft
(Second Complaint) “® have endorsed the Panel’s conclusion in US — Export Restraints that the
nature of the government action — not the effect of the action — determines whether it constitutes
a financial contribution.

Thus, Petitioner cannot simply rely on the alleged effect of the LEP process on market
prices to claim that it is a countervailable subsidy. Rather, Petitioner must show that the LEP
process is an entrustment or direction to a private body to provide goods. Here there has been no
such demonstration and the Department, as a result, should decline to initiate on this program.

In previous cases where the petitioner has provided no evidence of entrustment or
direction with respect to export restraints, the Department has chosen not to initiate an
investigation into these restraints. For example, in Certain Kitchen Appliance Shelving and
Racks From the People’s Republic of China the Department found that “{t}he petitioners have
not adequately shown how these particular export taxes and licenses constitute entrustment or
direction of private entities by the GOC to provide a financial contribution to producers of the
subject merchandise.”’ As a result, the Department decided not to include China’s restraint on
exports of wire rod in its investigation. The Department similarly decided not to initiate an
investigation with respect to export restraints in Pre-Stressed Concrete Steel Wire Strand from
the People’s Republic of China®® and Certain Oil Country Tubular Goods (“OCTG”") from the
People’s Republic of China*® for the same reason.

In the Department’s recent Section 129 Determination Regarding Export Restraints,* the
Department agreed with the WTO Panel in United States — Countervailing Duty Measures on

*® panel Report, China — Countervailing and Anti-Dumping Duties on Grain Oriented Flat-Rolled Electrical Steel
from the United States, { 7.85, WTO Doc. WT/DS414/R (June 15, 2012).

“® panel Report, United States — Measures Affecting Trade in Large Civil Aircraft (Second Complaint), { 7.959,
WTO Doc. WT/DS353/R (Mar. 31, 2011)

*" See “Countervailing Duty Initiation Checklist: Certain Kitchen Appliance Shelving and Racks from the People’s
Republic of China,” C-570-942 (Dep’t of Commerce Aug. 22, 2008) at 29.

“8 See “Countervailing Duty Initiation Checklist: Pre-Stressed Concrete Steel Wire Strand from the People’s
Republic of China,” C-570-946 (Dep’t of Commerce June 22, 2009).

“® Certain Qil Country Tubular Goods (“OCTG”) from the People’s Republic of China, 74 Fed. Reg. 64,045 (Dep’t
of Commerce Dec. 7, 2009) and accompanying Issues and Decision Memorandum at 113.

% Memorandum from Christian Marsh, Deputy Assistant Secretary for Antidumping and Countervailing Duty
Operations to Paul Piquado, Assistant Secretary for Enforcement and Compliance, “Section 129 Proceeding: United
States — Countervailing Duty Measures on Certain Products from the People’s Republic of China (WTO/DS437):
Preliminary Determination Regarding Export Restraints,” (Feb. 23, 2016); affirmed in Final Determination on the
Initiation of Allegations of Export Restraints in Magnesia Bricks,” C-570-955, dated April 25, 2016; and
(Continued)

Fi | ed By: osendar p@ugheshubbard.com Filed Dalg 12/7/ 16 5:02 PM Subm ssion Status: Approved



Bar code: 3527948- 01 C-122-858 I NV - |nvestigation

Certain Products from the People’s Republic of China regarding the lack of evidence supporting
the petitioners’ allegations with respect to export restraints. Finding that the petition lacked
evidence that a government gave responsibility to, or exercised authority over domestic
producers to carry out the function of providing goods to domestic users in the PRC,* the
Department rescinded its decision to initiate on the petitioners’ allegations of export restraint
subsidies.

Here, just as in Magnesia Bricks from China and Seamless Pipe from China, Petitioner
has provided no evidence that any government authority gave responsibility to or exercised
authority over private forestry and harvesting companies “specifically to carry out the function of
providing” BC-sourced logs to any softwood lumber producer. Consequently, the Department
has no basis on which to initiate an investigation into the alleged restraints on the export of logs
from British Columbia.

2. Petitioner Has Not Satisfied Its Evidentiary Burden for Showing an
Export Restraint-Related Benefit to Softwood Lumber Producers

In addition to failing to identify a financial contribution, Petitioner has failed to satisfy
the evidentiary threshold established by the Department to support allegations that a supposed
export restraint program with respect to an input provides a benefit to producers of subject
merchandise.

As the Department has repeatedly explained, any such allegation must be supported by
empirical evidence demonstrating a clear linkage between the export restraint at issue and a
divergence of prices in the domestic and world markets. In OCTG from China, the Department
did not countervail an alleged export restraint on coke on the following grounds:

{T}here is no record evidence in this investigation, such as independent
studies, demonstrating that the PRC’s export restraints could be linked to
the divergence between Chinese domestic prices and world prices for coke
over a period of time.... Furthermore, there is no long-term pricing data
on the record demonstrating a clear link between the imposition of export
restrain{')t;s and the divergence of Chinese and world market prices of
coke....

Memorandum to Paul Piquado, Assistant Secretary for Enforcement and Compliance, “Section 129 Proceeding;
United States — Countervailing Duty (CVD) measures on Certain Products from the People’s Republic of China
(WTO/DS437): Final Determination for Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe
from the People’s Republic of China (Seamless Pipe from the PRC),” C-570-957, dated April 25, 2016.

%! Section 129 Preliminary Determination Regarding Export Restraints at 8.

%2 Certain Oil Country Tubular Goods (“OCTG”) from the People’s Republic of China, 74 Fed. Reg. 64,045 (Dep’t
of Commerce Dec. 7, 2009) and accompanying Issues and Decision Memorandum at 113. See also Certain
Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe from the People’s Republic of China: Final
Affirmative Countervailing Duty Determination, Final Affirmative Critical Circumstances Determination, 75 Fed.
(Continued)
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Similarly, in Pre-Stressed Concrete Steel Wire Strand from China, the Department did
not initiate an investigation into alleged government restraints on wire rod exports because
“petitioners have not adequately shown how these particular export taxes and licenses constitute
entrustment or direction of private entities.”® The Department noted further that the petitioners
also failed to provide “sufficient data regarding historic price and export trends” demonstrating a
correlation with the imposition of export restraint.” And, in Certain Kitchen Appliance
Shelving and Racks from China, the Department refused to initiate an investigation into alleged
government restraints on exports of wire rod and nickel for similar reasons. The Department
noted that the petitioners “have not adequately shown how these particular export taxes and
licenses constitute entrustment or direction of private entities” and failed to provide “sufficient
data regarding historical price trends demonstrating a correlation with the imposition of the
alleged export restraint.”®

Petitioner here has supplied none of the empirical analysis that the Department explained
in the above-cited cases is required to establish that the alleged export restraint has caused BC
domestic and world market prices to diverge. Petitioner, for example, has provided no data
linking any alleged divergence of domestic and export prices over time to the LEP process, nor
has it provided any long-term pricing data. Petitioner has failed to show how alleged export
restraints in British Columbia (which, as explained above, function only as an export permitting
process) have any impact on the fiber prices paid by producers and exporters of subject
merchandise. Petitioner’s proffer of isolated U.S. log prices at a single point in time, following
its concession that grade-specific prices are not available,”® comes nowhere close to satisfying
the high evidentiary standard required by the Department for alleged export restraints. The
limited and irrelevant evidence that Petitioner did supply leaves the Department with no choice
but to conclude that Petitioner has failed to meet the evidentiary standard articulated by the
Department.

Reg. 57,444 (Dep’t of Commerce Sept. 21, 2010) and accompanying Issues and Decision Memorandum at
Comment 31.

%% See “Countervailing Duty Initiation Checklist: Pre-Stressed Concrete Steel Wire Strand from the People’s
Republic of China,” C-570-946 (Dep’t of Commerce June 22, 2009).

% 1d. at 33.

*® See “Countervailing Duty Initiation Checklist: Certain Kitchen Appliance Shelving and Racks from the People’s
Republic of China,” C-570-942 (Dep’t of Commerce Aug. 22, 2008) at 28.

% petition Vol. 111 at 129.
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3. Petitioner’s Allegations Concerning Logs Harvested from Private
Lands Fails Equally on the Facts

The Petition asserts that the B.C. LEP process contain “only limited exceptions.”™’ That
is simply not correct. Under British Columbia’s LEP process, a massive volume of logs is in fact
exported pursuant to the surplus test, and virtually all export requests are granted.

Petitioner claims that the LEP process and the fee-in-lieu prevent logs from private lands
from being exported. Both claims are factually incorrect. British Columbia’s LEP process in
fact did not impose any meaningful constraints on the export of private land logs from British
Columbia during the POI. Indeed, during the POI, approximately 56 percent of the Coastal
private land harvest (both federal and provincial jurisdiction private lands) was in fact exported,
totaling more than 2.6 million cubic meters of logs permitted for export.”® It is simply absurd to
claim that the LEP process restrains log exports on private lands when over half the harvest is
exported.

Also with respect to the fee-in-lieu, the vast bulk — about 85 percent — of private land
harvest on the Coast is under federal jurisdiction for purposes of log export policy. There is no
fee-in-lieu imposed on exports of logs harvested from private lands. As a result, approximately
92 percent of logs exported from private lands during the POI required no fee-in-lieu.

Petitioner is likewise factually wrong concerning the supposed ban on the export of
cedar, cypress, and high-value logs.>® There is in fact no ban on the export of cedar, cypress, and
high-value logs harvested from private land under federal jurisdiction — the vast bulk of private
land on the Coast. Such logs can be — and in fact were — exported during the POI pursuant to the
federal LEP process.

In addition, there are numerous other equally strong indicia demonstrating that the LEP
process on private lands does not meaningfully impede export activity. For example, during the
POI, approximately 99 percent of B.C. private land log packages advertised under federal
jurisdiction were approved for export.®® Of the 3.1 million cubic meters of federal jurisdiction
private land logs advertised for export during the POI, less than one percent of the total volume
advertised for export was not approved for export.®* This astonishingly high approval percentage
for federal jurisdiction private land log exports is also representative of the approval level for
private land logs under provincial jurisdiction.

> petition Vol. 111 at 116.

%8 Data derived from British Columbia’s Harvest Billing System (“HBS”) and Log Export Information System
(“LEXIS”).

¥ 1d. at 118.
% Data derived from HBS and LEXIS.

1 d.

Fi | ed By: osendar p@ugheshubbard.com Filed Dazg" 12/7/ 16 5:02 PM Subm ssion Status: Approved



Bar code: 3527948- 01 C-122-858 I NV - |nvestigation

Petitioner’s allegation rests on other factual errors as well. For example, Petitioner’s
claims rest heavily on its assertion that domestic log buyers who offer to purchase advertised log
packages are not required to purchase the logs for which they submit offers.®® This statement is
simply not correct. Buyers offering to purchase advertised logs are contractually obligated to
purchase those logs upon acceptance by the seller of the offer.

Petitioner also errs in its reliance on the letter from a former CEO of TimberWest,*® one
of British Columbia’s largest exporters of logs harvested from private land. The Department
should discount TimberWest’s supposed grievance about its ability to export logs, as the
company has voluntarily entered into contractual long-term commitments to supply substantial
quantities of logs to certain domestic log buyers.

In addition, aside from its substantial domestic supply commitments, TimberWest during
the POI exported a substantial portion of its private land harvest.** In these circumstances,
TimberWest’s claims that it is harmed because of alleged export restraints ring hollow.

Petitioner alleges that “only harvested logs may be considered for export.”® This is
wholly incorrect. Under federal jurisdiction, standing timber in the B.C. interior can be
considered for an export permit.®

Finally, Petitioner asserts that each sort for which export is to be considered must
conform to minimum and maximum volume rules.” However, as established at the SC Paper
verification, the lower limit has not been applied since 2007 and the maximum limit applies only
to application to advertise so therefore exporters can submit multiple applications to advertise on
the biweekly list.®®

The above facts amply demonstrate that British Columbia’s system for permitting exports
of private land logs does not meaningfully constrain export activity. In light of these facts, the
Department has insufficient evidence before it upon which to initiate an investigation. Canada
emphasizes that the Department has applied a high evidentiary burden in recent cases involving
alleged export restraints, and has refused to initiate where, as here, Petitioner fails to provide

62 petition Vol. 111 at 119.

% 1d. at 128.

% Data derived from HBS and LEXIS.

% Petition Vol. Il at 122.

% SC Paper GOC Verification Report at 6.
¢ Petition Vol. Il at 122.

%1d. at 7.
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empirical evidence linking the imposition of the supposed export restraint to a divergence
between domestic and world market prices.

B. Québec

The Petition alleges that the Government of Québec provides a financial contribution and
a benefit to softwood lumber producers “to the extent that” it restricts the exportation of logs
originating on private land.*® Citing no specific restraint, the Petition supposes that Québec
induces wholly private and voluntary agricultural cooperatives (“marketing boards”) to sell logs
exclusively to Québec sawmills, thereby indirectly restricting the export of those logs. A benefit
is alleged to be conferred by these voluntary associations of landowners “to the extent” that the
Government of Québec requires (“entrusts or directs”) these voluntary associations to sell logs to
Québec sawmills at prices alleged to be below those obtainable in international markets. The
Petition provides no direct evidence that Québec directs or entrusts anything and its suppositions
fail when examined on their own and even more so when examined against the Department’s
past experience with these same entities.

The Department is familiar with the private forest marketing boards in Québec having
met with them in prior proceedings in which the Department specifically found there to be no log
export restrictions in Québec. The Petition points to no new facts and offers nothing but
supposition. Supposition divorced from facts of public record readily available to Petitioner does
not meet the statute’s requirement that allegations be “accompanied by information reasonably
available to the petitioner supporting those allegations.”™

Because Petitioner ignores prior Department findings and relevant, dispositive evidence
readily available to it, the Department should not initiate an investigation of the Petition’s
allegation of an imaginary, indirect log export restriction.

1. The Department’s Documented History with the Private Forest
Marketing Boards and Alleged Log Export Restrictions in Québec
Shows Those Boards Are Antithetical to Sawmills and the Alleged
Export Restrictions to Be Nonexistent

In Lumber 111, the Department determined that alleged log export restrictions in Québec
were ineffective and did not provide a countervailable subsidy to softwood lumber producers.”™
As in the current Petition, the petitioner argued log exports were suppressed by the presence of a
restriction, not any lack of export demand for Québec logs.”

% Petition Vol. Il at 131.
" Section 702(b)(1) of the Tariff Act, 19 U.S.C. §1671a(b)(1).

™ Certain Softwood Lumber Products from Canada, 57 Fed. Reg. 22,570, 22,592 (Dep’t of Commerce May 28,
1992) (final affirmative CVD det.) (“Lumber 1117).

4.
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After investigating the allegation, the Department concluded that the petitioner provided
“nothing beyond anecdotal evidence” to support its claims, including the assertion that there was
a large export demand for logs from Québec.”® Pointing to the long history of log trade from the
United States into Québec, the Department found that the petitioner failed to provide a credible
reason why mills in Québec, which supposedly benefitted from significantly underpriced
domestic logs, would buy, instead, a significant volume of expensive U.S. logs.”

More than a decade later in Lumber 1V, the Department again had occasion to examine
Québec’s private forest and in both the investigation and first review met with representatives of
the private forest marketing boards. The Department’s verification report in the First
Administrative Review described its lengthy dialogue with the marketing boards:

We met with officials representing three syndicates/marketing boards from
the regions of Québec City, Estrie and Beauce. The officials explained the
history and purpose of the syndicates. In the early 1950’s, borrowing a
concept from the United Kingdom, the GOQ enacted legislation
facilitating the creation of Syndicates. The Syndicates are a means for
private woodlot owners to jointly market their timber. (Emphasis added)

For all regions, the Syndicate office is responsible for develop {sic} a joint
marketing plan for that region. The role of the Syndicates in the
marketing of timber from private lands varies among the 15 Syndicates.
In some cases, the Syndicate negotiates terms and conditions for sale of
timber by a woodlot owner to a sawmill. In other cases, the Syndicate not
only negotiates terms and conditions of sale, but also arranges for payment
to the woodlot owner. In some cases, the Syndicate actually negotiates a
minimum price for timber. The official from the Québec City region
explained how his Syndicate office, like other Syndicates actually
negotiate prices with the Québec Lumber Manufacturers Association. The
Syndicates explained that the Syndicates provide other services such as
expertise on scaling, collecting payments, and regional newsletters where
sawmills can advertise for purchase of logs in the region.

The Syndicate representatives also explained the organizational structure
of the Syndicates. The Syndicates have a governing charter and by-laws.
We took a copy of the Québec City Syndicate’s By-Laws and it is located
at VE-15. Each syndicate has a board of directors which oversees the
development of the joint plan and ensures that required documents are sent
to the Regie. The Board of Directors consists of 18 members and has a
President, Vice-President, Executive Council and committees that make
marketing and administrative decisions. (Emphasis added)

®d.

“1d.
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The officials from the Syndicates also detailed the eligibility for members
of the Board of Directors. Directors must own a woodlot. An individual
with an interest that would conflict with the purpose of the Syndicate is
barred from serving as a Director (i.e. owning a sawmill, sharing a
corporate office with a sawmill that holds a TSFMA or being involved in
the transportation of wood.

We asked the Syndicate representative if large integrated wood product
companies such as ... that owned private woodlots could be members of
the Syndicates. The officials stated that these companies typically were
not members because the wood they sourced from their private forests
supplied their own mills.”

This publicly available background on the marketing boards, written by the Department,
shows that Quebec has been examined and found not to have effective log export restrictions,
and that the Marketing Boards (or Syndicates) were designed specifically to provide pro-
competitive opposition to sawmills and to set their own rules, regulations, and plans.

2. The Petition Mischaracterizes Its Own Evidence and Authorities

The Petition’s description of the role Québec’s marketing boards or “syndicates” play in
restricting log exports is misleading at best.”® Acknowledging that privately owned woodlots
account for approximately 10 percent of forest land in Québec,”” the Petition asserts — without
citation — that “most” of these private forest landowners participate in a number of regional
“marketing boards” or “syndicates” established pursuant to the Act Respecting the Marketing of
Agricultural, Food and Fish Products.”® To support this assertion the Petition states that “nearly
69 percent of logs harvested from private land (including hardwood and pulpwood) in the fiscal
year 2013-2014” was sold through the private forest marketing boards.”® Even though the
Petition mixes in irrelevant hardwood and pulpwood to arrive at support for “most,” of necessity
nearly one-third of all private forest logs are sold outside the marketing boards.

™ Memorandum to Melissa G. Skinner, “Verification of the Questionnaire Responses Submitted by the Government
of Quebec (GOQ)” at 14-15 (June 2, 2004). A similar summary of Commerce’s discussion with an official “from
the Quebec private woodlot owners association” appears in the verification report for the investigation, noting
among other points: “The official stated that the syndicates administer collective marketing plans and that each one
follows a set of self-designed regulations” and “The official stated that the main goals of the syndicate are to analyze
market access and wood prices as well as to promote the interests of private wood lot owners.” Memorandum to
Melissa G. Skinner, “Verification of the Questionnaire Responses Submitted by the Government of Quebec (GOQ)”
at 28 (February 15, 2002).

76 petition Volume 111 at 132.
d.
" 1d. at 132-133.

1d. at 133.
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Disingenuously, the Petition uses the word “private” to argue that Québec encourages
membership in the marketing boards by connecting that membership to registration with the
Ministry of Forest, Fauna, & Parks as a “certified forest producer.”®® Even a cursory review of
the cited materials shows this to be a false assertion. None of those materials — including the
governing law — ties membership in a marketing board to any government measure. In fact, the
next section of the Sustainable Forest Development Act makes clear that the regional entities to
whom registration is made are agencies of the MFFP, not the private marketing boards.®* There
simply is no support in the Petition — or in the real world — for the assertion that Québec ties
government benefits of any kind to membership in the private marketing boards. What emerges
instead as the lone accurate statement in this section of the Petition is that participation in the
private forest marketing boards is entirely voluntary.®* Voluntary private activity is not a
sufficient basis upon which to initiate an investigation.

3. Publicly Available Marketing Plans and Past Statements by
Petitioning Interests in Maine Prove That Québec Does Not Restrict
the Export of Private Land Logs

The Petition understands how thin its claim is by twice qualifying its log export
allegation with the phrase “to the extent that.”®® This is a prudent caution because available and
controlling public evidence establishes that there are no restrictions on the export of private land
logs “to any extent.”

A simple web search will reveal at least a half dozen approved marketing plans on the
web sites of various private forest marketing boards in Québec. Review of those plans
demonstrates that there is no factual support for Petitioner’s assertion that the Government of
Québec restricts exports of private logs.** There is no language in any of the plans that could be
construed as the Government of Québec, or the boards themselves, limiting the export of logs.
To the contrary, Section 1.m of the “Joint Plan of the Wood Producers of Beauce,” the marketing
board covering private lands closest to the Maine border and included in the Petition as a

8 |d. at 133, citing Section 131 of the Sustainable Forest Development Act.

8 |d.; see Section 132 et al of the Sustainable Forest Development Act, Petition Exhibit 198.
%1d. at 134

% Petition Vol. 111 at 131 and 136.

8 Joint Plan of Gaspésie Wood Producers, available at http:/legisquebec.gouv.qc.ca/fr/ShowDoc/cr/M-
35.1,%20r.9%2091/; Joint Plan of Mauricie Wood Producers, available at
http://legisquebec.gouv.gc.ca/fr/ShowDoc/cr/M-35.1,%20r.%20106; Joint Plan of Céte-du-Sud Wood Producers,
available at http://legisquebec.gouv.qc.ca/fr/ShowDoc/cr/M-35.1,%20r.%2073; Joint Plan of Abitibi-
Témiscamingue Wood Producers, available at http://legisquebec.gouv.qgc.ca/fr/ShowDoc/cr/M-35.1,%20r.%2036;
Joint Plan of South Québec Wood Producers, available at http://legisquebec.gouv.qc.ca/fr/ShowDoc/cr/M-
35.1,%20r.92082/; Joint Plan of Québec Wood Producers, available at
http://legisquebec.gouv.qc.ca/fr/ShowDoc/cr/M-35.1,%20r.%20124/; Joint Plan of Beauce Wood Producers,
available at http://legisquebec.gouv.qc.ca/fr/ShowDoc/cr/M-35.1,%20r.%2057/.

Fi | ed By: osendar p@ugheshubbard.com Filed DaZ@ 12/7/ 16 5:02 PM Subm ssion Status: Approved



Bar code: 3527948- 01 C-122-858 I NV - |nvestigation

marketing board that sells pulp logs to the U.S.,% states as one of its purposes “to cooperate with
any organization on the provincial or national level for product marketing within and outside
Québec.” % (Emphasis added)

Even more damning than the language of the plan cited in the Petition is a public affidavit
submitted by the Petitioner with the Lumber IV petition explicitly stating that U.S. mills have
imported logs from private lands in Québec with ease on many occasions, reaching as much as
approximately 17 million board feet of private logs in 2000.%

Petitioner has presented no credible evidence that the Government of Québec has
imposed restrictions on the export of private logs. The self-interested confidential declaration
submitted by Petitioner from one alleged U.S. buyer and the accompanying analysis of alleged
price offers®® do not begin to answer the plain language of the very marketing plans the Petition
targets in its allegation, much less the Department’s own long history with the marketing boards
and evidence previously provided by Petitioner demonstrating that there are no log export
restrictions in Québec. Petitioner’s claim is pure conjecture and does not establish that there are
export restrictions on logs.

4. The Log Export Allegation Against Québec Fails to Meet the
Statutory Standard by Not Providing a Sufficient Allegation of
Government Action, Financial Contribution, or Benefit Supported by
Information Reasonably Available to Petitioner

The Petition’s log export allegation against Québec fails because it rests on suppositions
and assertions that require an active misreading of the governing law and ignorance of the
publicly available marketing plans that are alleged to constitute both the relevant government
action and the financial contribution. The allegation also fails because it swims against the tide
of the Department’s own experience and verified examination of the marketing boards including
the fact that they — not Québec — author their own marketing plans. Finally, decades of real
world economics defeats this allegation. By the Petition’s own admission roughly one-third of
the private forest logs in Québec are sold outside the Marketing Boards. Those logs do not flow
to the Petition’s imagined high-price U.S. market. Instead, decades of trade experience
(reflected in the Department’s own analysis in prior proceedings) shows the log flow to be
heavily north from the alleged high-priced U.S. market to the allegedly low-priced Québec

8 petition Vol. 111 at 135-136 and Exhibit 268.

8 See Exhibit B, Joint Plan of Wood Producers of Beauce, Law on the marketing of agricultural, food and fisheries
(Chaper M-35.1, s. 81) (Nov. 1, 2016) (English Translation).

87 See Exhibit C, Affidavit of C. Charles Lumbert, Exhibit IV 1-2 to the Petitions for the Imposition of Antidumping
and Countervailing Duties: Certain Softwood Lumber Products From Canada (Apr. 2, 2001) (“Lumber IV Petition™);
see also Gouvernement of Quebec’s February 6, 2004 Supplemental Questionnaire Response at QC-13-QC-14 and
Exhibit QC-S-118, in the First Administrative Review (Mar. 8, 2004).

8 petition Exhibits 269 & 270. It is noteworthy that the declarant’s conclusion supposes two explanations for non-
sales but makes no statement of actual cause based on personal knowledge. These musings are not evidence.
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market. The Petition’s misstatements of fact and of law cannot overcome that long, well known
history. The Department should therefore refuse to initiate against Québec’s alleged log export
restrictions.

V. Bioenergy Programs

A cardinal limiting principal of countervailing duty law is that to be countervailable,
government assistance that meets the definition of countervailable subsidy must be provided,
directly or indirectly, with respect to the manufacture, production, or export of the merchandise
under investigation.®® A number of the “bioenergy” programs included in the Petition fail to
contain even allegations, let alone facts, that could support a finding that the claimed assistance
is with respect to the manufacture, production, or export of softwood lumber. Instead, the
Petition claims that alleged assistance, which benefits downstream non-subject merchandise
products made from non-subject coproducts of softwood lumber production (wood chips, or
wood pellets made from sawdust), can be the subject of an investigation against softwood lumber
itself because of the effect on the bottom line of the corporate family that includes the sawmill in
which the coproducts are produced. Petitioner’s arguments also suggest that assistance to pulp
and paper mills can be attributed to lumber mills merely by virtue of corporate affiliations.
Nothing in the countervailing duty law or the SCM Agreement would countenance initiating an
investigation on such allegations, let alone countervailing such a measure.

A. Sustainable Development Technology Canada

A prime example of a program alleged by Petitioner that does not provide assistance
directly or indirectly to the manufacture, production or export of softwood lumber is the
allegation regarding Sustainable Development Technology Canada (“SDTC”).*® The only
instance of an alleged SDTC benefit in the forest sector identified by Petitioner is a reported
grant to West Fraser Mills Ltd. for a plant to recover lignin from pulp waste produced at West
Fraser’s pulp mill in Hinton, Alberta. This is not a petition against lignin from Canada, however,
but against softwood lumber.

Petitioner attempts to bridge the gap in its logic by noting that pulp waste results from the
production of pulp, which is made from wood chips, can be a coproduct of lumber production.
Thus, Petitioner argues, the assistance to lignin would be an incentive to make more pulp which
would be an incentive to increase the production of lumber, so as to generate more wood chips
for the pulp plant.

Apart from the utter lack of any economic basis for this allegation (suggesting that a
program, adding value to what otherwise would be a low value waste product, would actually
drive increased production of high value softwood lumber three levels upstream from the pulp

8 Section 701(a)(1) of the Tariff Act, 19 U.S.C. § 1671(a)(1). See also General Agreement on Tariffs and Trade,
Art. V1.3, and Agreement on Subsidies and Countervailing Measures (“SCM Agreement”), Art. 10.

% petition Vol. I11 at 144-148.

Fi | ed By: osendar p@ugheshubbard.com Filed Dazg 12/7/ 16 5:02 PM Subm ssion Status: Approved



Bar code: 3527948- 01 C-122-858 I NV - |nvestigation

waste), the Petition identifies no legal basis for such attribution — because there is none. Clearly,
this would not be a direct subsidy to lumber. Indirect subsidies could include, for example,
subsidies to a cross-owned company that produces a product primarily dedicated as an input into
the subject merchandise. Petitioner’s allegation goes far beyond that, however, stretching the
indirect subsidy concept to an absurd result. The Department would not consider countervailing
in a lumber case a government tax incentive for home buyers because increased demand for
houses would increase the demand for lumber. Here, the nexus to lumber is even more remote,
since the assistance is downstream from a lower value coproduct of the subject merchandise.
Further, it is unclear what the Department would use as the denominator in any calculation of a
countervailable subsidy. The Department would have to allocate the subsidy over the value of
lignin, pulp waste, pulp, paper, wood chips, and lumber — an exercise impossible to carry out in
practice. For all these reasons the Department should decline to initiate an investigation on this
allegation.

Petitioner makes similarly flawed allegations regarding several provincial bioenergy
programs. The details are discussed at greater length below in the provincial program
discussions, but a common theme of those allegations is government assistance for power
generation projects that use wood chips, or wood pellets made from sawmill residues, as a source
of biomass to fuel the energy production. While vague on the specifics, these allegations appear
to argue that since lumber mills are often part of integrated operations that may produce a
number of forest products (such as lumber, pulp, paper, and wood pellets), assistance to any
component of the corporate group that is associated with energy production using biomass is an
indirect benefit to all components of the corporate group, including sawmills. There is not,
however, any clear allegation that a government has subsidized the production of energy actually
used by a sawmill as an input to producing softwood lumber. Absent such allegation and
supporting evidence, there is no basis to initiate an investigation of these claimed subsidies.

B. British Columbia Bioenergy Programs
1. BC Hydro’s Load Displacement Program

Petitioner fails to adequately articulate an alleged subsidy provided by BC Hydro to
producers and exporters of subject merchandise through BC Hydro’s Load Displacement
Program.”* As an initial matter, Petitioner’s response of December 5, 2016 to the Department’s
deficiency questionnaire even further confirms that Petitioner’s allegation is limited to the BC
Hydro Load Displacement Program. As made clear in Petitioner’s Exhibit 310, at page 4, the
Load Displacement Program is distinct from other PowerSmart activities. Petitioner’s clarified
allegation nevertheless still fails.

BC Hydro, as the major electric utility in the Province, is required by law to ensure that
its operations receive an adequate return and that it does not discriminate against any particular
class of customer. B.C. law requires that BC Hydro, as a regulated utility, “must not make,

% See Petition Vol. 111 at 153-62.
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demand or receive an unjust, unreasonable, unduly discriminatory or unduly preferential rate for
a service provided by it in British Columbia.”®?

The core principles set forth in this statutory mandate underlie the Load Displacement
Program, which BC Hydro designed to encourage customer-based power generation projects
across a broad spectrum of its customer base, regardless of customer size and industry. This
broad applicability is confirmed by BC Hydro’s webpage introducing the program, attached at
Exhibit E. The Petitioner is therefore incorrect when it asserts that the Load Displacement
Program is geared towards the “forest and wood products industry.” The program contains no
such limitation, either in its structure or in its use.

Moreover, Petitioner’s allegation identifies only a small number of producers of subject
merchandise in British Columbia that allegedly participate in the Load Displacement Program.*?
In fact, no other B.C. lumber producer participated in the program. If the Department conducts
any investigation in this proceeding on an aggregate basis — as it always has in the past — it
would be inappropriate to investigate alleged facts pertaining to only two specific individual
producers. As the Department explained in its previous countervailing duty investigation of
softwood lumber from Canada:

...we are conducting this investigation on an aggregate basis. Therefore,
we must examine and determine whether there is any benefit conferred on
production and exportation of subject merchandise from Canada from this
company-specific subsidy allegation. This company-specific allegation
involves a set of complex financial transactions between Tembec, its
subsidiaries and SDI. Although this program may provide a benefit to
Tembec, we must analyze this allegation in the context of the larger
aggregate nature of this investigation. Consistent with section
777A(e)(2)(B) of the Act, we are conducting this investigation on an
aggregate basis because of the extraordinarily large number of Canadian
producers. This program is not available to softwood lumber producers, it
is only available to one specific company. Because we are not calculating
company-specific subsidy rates and this allegation is only applicable to
one specific company, we determine that it is not appropriate to analyze
this program in the context of an aggregate final determination.*

%2 See Exhibit D, Utilities Commission Act of British Columbia, [RSBC 1996] Chapter 473, Section 59 (Nov. 23,
2016).

% See Petition Vol. 111 at 152.

% Certain Softwood Lumber Products, 67 Fed. Reg. 15,545 (Dep’t of Commerce Apr. 2, 2002) (“Lumber V"),
Issues and Decision Memorandum at 130-131 (emphasis added). The Department cited a materially identical
rationale to determine that it was not appropriate to include alleged subsidies to Skeena Cellulose Inc. (“Skeena”) in
the Lumber 1V investigation. Id. at 131. The Department continued this same approach with respect to Skeena in
the first administrative review. See Issues and Decision Memorandum: Final Results of Administrative Review:
Certain Softwood Lumber Products from Canada (December 13, 2004), at 149, stating: “{a}s this allegation is
(Continued)
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Consistent with its precedent and the logic articulated above in its previous investigation
of softwood lumber from Canada, the Department likewise should reject Petitioner’s company-
specific allegation here, which on its face applies to only two producers and exporters of subject
merchandise.

In addition, the Petition is requesting an investigation of softwood lumber products — not
pellets. The Petition, however, requests that the Department investigate whether a pellet
operation participated in the program.” The Petition erroneously claims that pellets are a co-
product of lumber production,®® and that lumber production is “downstream” from pellet
production.’” Petitioner is, again, simply incorrect. Lumber production is not downstream from
pellet production. Pellets are a finished good, sold as a source of fuel to power plants, primarily
for export to Europe. The sawmill at issue does not burn pellets to produce energy for the
sawmill. Because Petitioner’s allegation concerning the pellet plant rests on erroneous factual
assertions, the Department should reject the allegation on this ground as well.

For the above reasons, the Department must refuse to initiate an investigation of the Load
Displacement Program.

2. BC Hydro’s Electricity Purchase Agreements

In addition to its fatally flawed allegation with respect to BC Hydro’s Load Displacement
Program, Petitioner also alleges that BC Hydro’s Electricity Purchase Agreements (“EPAS”)
with producers and exporters of subject merchandise are countervailable because BC Hydro
purchases electricity from the participants for more than adequate remuneration.”® This
allegation is equally flawed. The Department should decline to initiate an investigation of BC
Hydro’s EPASs on both legal and factual grounds.

As an initial matter, the Department imposes a high evidentiary burden on petitioners for
the initiation of an investigation into EPAs. The Department very recently refused to initiate an
investigation into the identical program now at issue in this case in its on-going proceeding on
Supercalendered Paper from Canada. As the Department explained in its decision not to
investigate EPAs in that case, the allegation there “does not support an MTAR allegation,

applicable to only one specific company, we continue to find that it is not appropriate to analyze this program in the
context of an aggregate final results.”

% petition Vol. 111 at 155.

% petition Vol. 111 at 155 (“Producers of subject merchandise ... have invested in technologies for the use of their
lumber coproducts (i.e., pellets) as biofuel ...”).

" |d. at 159 (“... benefits provided to cross-owned power plants...and the downstream lumber producers.”).

% petition Vol. 111 at 162-69.
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because the electricity is being sold at market prices.”®® The same conclusion is warranted here,
as further explained below. Notably, the Department also declined to initiate an investigation of
an analogous energy purchase program in a different case, and again cited the absence of
evidence to indicate that the electricity was being purchased at a non-market basis.'®® And, in
another recent decision on point, the Department again refused to initiate on an energy purchase
program given the absence of “evidence to indicate that the {government} purchases electricity
from {producers} at higher than market prices.”*** Consistent with its practice, including with
respect to the identical program in a different proceeding, the Department should likewise
decline to investigate BC Hydro’s EPAs with producers of subject merchandise.

As noted above, BC Hydro is a regulated utility with an obligation to provide electricity
service to the majority of the Province of British Columbia. To do so, it must plan accordingly
on a long-term basis and operate in a commercially sustainable manner. Consequently, and like
all utilities in North America, BC Hydro must balance the demand forecasts for electricity loads
against the power supply forecasts for electricity resources, which would include alternatives
such as upgrading or constructing BC Hydro power generation facilities that can cost billions of
dollars.

Accordingly, as BC Hydro has explained, “{g}iven the long lead time necessary to build
new power generation facilities and transmission infrastructure, BC Hydro must plan well into
the future to ensure a continued flow of clean, safe, reliable and cost-effective electricity.”'%

Careful planning is required to ensure BC Hydro’s electricity supply can meet the future
electricity requirements of its customers. To ensure a stable and reliable supply of electricity,
BC Hydro obtains electricity from a variety of sources, including its own generating facilities,
demand-side management initiatives (i.e., energy efficiency and conservation programs), short-
term purchases from the market (i.e., imports of electricity from the United States or Alberta),
and long-term electricity purchase agreements with Independent Power Producers (“IPPs”) in
British Columbia. Thus, BC Hydro’s purchase of power from IPPs is part of a broader set of
rational and cost-effective tools for the utility to help balance its long-term demand forecasting
and supply constraints (British Columbia notes that utilities throughout North America also
utilize this approach). In fact, BC Hydro’s EPAs with IPPs are an integral and necessary part of

% Memorandum from Dana S. Mermelstein to James Maeder, Countervailing Duty Expedited Review:
Supercalendered Paper from Canada; Analysis of New Subsidy Allegations (April 18, 2016), at 16. See Petition
Exhibit 326.

190 Memorandum from Kristen Johnson to Melissa S. Skinner, Countervailing Duty Investigation on Steel Concrete
Reinforcing Bar from Turkey; Decision Memorandum on Additional Subsidy Allegation (Nov. 25, 2013), at 3-4.

191 Memorandum from Shane Subler to Thomas Gilgunn, Countervailing Duty Investigation: Certain Oil Country
Tubular Goods from the Republic of Turkey; Analysis of New Subsidy Allegations (Dec. 17, 2013), at 9.

192 See Exhibit F, B.C. Hydro, Draft Integrated Resource Plan 2012, A Plan to Meet B.C.’s Future Electricity Needs
(July 6, 2012) at ii.
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BC Hydro’s long-term electricity supply strategy, accounting for approximately 25 percent of
BC Hydro’s electricity supply.

For the above reasons, for several decades, BC Hydro has entered into EPAs with scores
of IPPs throughout the Province from a wide variety of suppliers, including wind, solar, and
hydroelectric generation facilities. In fact, roughly 100 IPPs throughout the Province and in a
variety of sectors sold electricity to BC Hydro during the POI pursuant to various types of power
purchase agreements, as demonstrated by Petitioner’s own Petition Exhibit 317. Any entity
capable of producing power is able to discuss establishment of, and potentially enter into, an
EPA with BC Hydro. The fact that some of these EPAs were with companies in the forestry
sector in no way suggests that these EPAs are limited only to certain industries or sectors. They
are not. Further, as Petitioner’s own Petition Exhibit 316 documents, BC Hydro’s Energy
Procurement Principles emphasize, inter alia, fairness, transparency, and cost-effectiveness. BC
Hydro’s electricity procurement principles are not specific to any industry.

Finally, Petitioner’s allegation against BC Hydro’s EPAs suffers from the same legal
defects discussed above with respect to BC Hydro’s Load Displacement Program. First, the
allegation on its face pertains only to a small number of specific, individual lumber companies
that hold EPAs with BC Hydro. In the context of an aggregate investigation, however, the
Department has acknowledged that the investigation of company-specific alleged benefits is not
appropriate.’® Second, as explained above, Petitioner has failed to provide evidence to justify
the attribution to sawmills (the producers of subject merchandise) of subsidies allegedly provided
to pulp or paper mills, pellet plants or producers of other non-subject merchandise. Thus, for the
reasons set forth by Canada above, EPAs with pulp mills, paper mills, or pellet plants, for
example, are beyond the scope of any investigation that the Department may initiate, which
pertains only to softwood lumber. The Department should also dismiss Petitioner’s allegation on
these grounds.

For the above-discussed reasons, Petitioner has failed to meet the high evidentiary burden
required for the Department to initiate an investigation into EPAs. The Department should,
consistent with its prior practice, decline to initiate such an investigation.

C. Ontario Northern Industrial Electricity Rebate Program

Ontario’s Northern Industrial Electricity Rate Program (“NIER”) could not have provided
a benefit to softwood lumber production during the period of investigation identified in the
Petition or, for that matter, any period of investigation selected by the Department. This is due to
a compelling, straight-forward reason: the NIER explicitly excludes softwood lumber facilities
from program eligibility.’®* The Department thus should not initiate an investigation on NIER.

103 See Issues and Decision Memorandum Lumber IV (April 2, 2002) at 130-131 (emphasis added).
104 See Exhibit G, Northern Industrial Electricity Rate Program (NIER Program) Program Rules, Ontario Ministry

of Northern Development and Mines (2016) (“NIER Program Rules™) at 6, available at
(Continued)
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Petitioner bears the legal burden in a CVD investigation to provide “information
reasonably available” to support its allegations. '® Petitioner’s allegation that NIER benefits
softwood lumber producers is entirely circumstantial and is factually inaccurate.’® The Petition
fails to provide any concrete evidence that softwood lumber operations could even have
benefited from NIER.

The NIER Program Rules explain that Ontario manufacturing facilities are eligible for
benefits, “with the exception of facilities that are designated as Sawmills and Wood Preservation
(3211) which would not be eligible for the NIER Program.”*®” Furthermore, NIER is a facility-
specific program that is not generally available to Ontario companies. That is, in order to receive
NIER benefits, eligible facilities must submit facility-specific applications; moreover, the
Ministry of Northern Development and Mines then calculates and distributes NIER benefits on a
facility-by-facility basis.'® Accordingly, as a matter of both fact and law and in accordance with
the Department’s regulations, 1> NIER could not have benefitted softwood lumber facilities,
even through indirect means. This is because all NIER benefits are explicitly tied to eligible
(i.e., non-softwood lumber) facilities.

The Department previously and unlawfully investigated NIER in Supercalendered Paper
from Canada. This should have no bearing on the Department’s initiation decision here. As a
threshold matter, the Department was wrong to investigate NIER in Supercalendared Paper
since no Ontario facilities manufacture supercalendared paper. Here, the case for the
Department not to investigate NIER is even stronger: the program explicitly excludes sawmills
from eligibility for any NIER benefits.

In sum, the Department should not investigate NIER in this investigation.**® The Petition
fails to meets its burden and initiation on this Ontario program by the Department would be
inconsistent with U.S. law*** and Article 11 of the SCM Agreement.'*?

http://www.forms.ssb.gov.on.ca/mbs/ssb/forms/ssbforms.nsf/GetFileAttach/019-0297E~2/$File/0297E _Guide.pdf
(last visited Dec. 6 , 2016)

% 19 U.s.C. §1671a(b)(1).
1% See Petition at Vol. 111, p. 175.
197 see Exhibit G, NIER Program Rules at 6 (emphasis and underline added), available at

http://www.forms.ssb.gov.on.ca/mbs/ssb/forms/ssbforms.nsf/GetFileAttach/019-0297E~2/$File/0297E_Guide.pdf
(last visited Dec. 6 , 2016)

108 See Exhibit G, NIER Program Rules at 6, available at
http://www.forms.ssb.gov.on.ca/mbs/ssb/forms/ssbforms.nsf/GetFileAttach/019-0297E~2/$File/0297E_Guide.pdf
(last visited Dec. 6 , 2016)

1919 U.S.C. § 351.525(b)(5)(i) (“If a subsidy is tied to the production or sale of a particular product, the Secretary
will attribute the subsidy only to that product.”).

119 5ee e.g., Countervailing Duty Investigation Initiation Checklist: Certain Steel Nails from Oman, C-523-809 at p.

20 (June 18, 2014) (“Petitioner did not submit an evidentiary basis that this allegation confers a benefit to Omani
(Continued)
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D. Québec Power Purchase Program

The Petition alleges that Québec’s Power Purchase Program 2011-01 (PAE 2011-01)
(Programme d’achat d’électricité), under which Hydro-Québec Distribution purchases electricity
from forestry biomass plants in Québec, results in the government purchasing a good (electricity)
for more than adequate remuneration (MTAR). Included in the allegation is an assertion that
under these agreements Québec is also providing steam to companies for less than adequate
remuneration (LTAR).

As detailed above, government assistance must be provided, directly or indirectly, to the
manufacture, production, or export of the merchandise under investigation.*** The purchase of
electricity from biomass plants does not qualify as countervailable government assistance
because it is not provided for the manufacture, production, or export of softwood lumber.
Regardless, the information in the Petition indicates that certain contracts were not in effect for
purposes of alleged benefits during the presumptive POI (April 1, 2015-March 31, 2016).
Accordingly, the Petition fails to identify a financial contribution and benefit during the POI.

As an initial matter, the Petition does not include full English translations of exhibits that
allegedly support this subsidy claim. Petitioner does not provide a full translation of PAE 2011-
01 in Exhibit 339, or of the documents provided in Exhibits 340, 346, 347 (which is the contract
with PF Résolu Canada Inc.), 349 (which is the contract with Chantiers Chibougamau Ltée.) or
352, to name a few. The Department’s regulations require that “{a} document submitted in a
foreign language must be accompanied by an English translation of the entire document or of
only pertinent portions, where appropriate, unless the Secretary waives this requirement for an
individual document. A party must obtain the Department’s approval for submission of an

nail producers. As such, we recommend not initiating an investigation into this allegation.”) (emphasis added);
Countervailing Duty Investigation Initiation Checklist: Frozen Warmwater Shrimp from Ecuador, C-331-803 at

p. 16 (Jan. 17, 2013) (“The petitioner was unable to identify any shrimp producers or processors located either in
ZEDEs or in the predecessor “free zones.” Therefore, we recommend not initiating an investigation with respect to
this alleged subsidy program.”); Notice of Initiation of Countervailing Duty Investigations: Live Swine from
Canada, 69 Fed. Reg. 19,818, 19,821 (April 14, 2004) (“Because swine producers are not ruminant producers, this
program would not benefit subject merchandise production. Although the petitioners contend that...this program
may have been extended to swine producers, the petitioners do not provide sufficient evidence, beyond mere
speculation, to support this allegation. Therefore, because the petitioners have not met the requirements of section
702(b) of the Act, we are not initiating an investigation of this program.”) (emphasis added).

11119 U.S.C. § 1671(a)(1) (“{T}he administering authority determines that the government of a country or any
public entity within the territory of a country is providing, directly or indirectly, a countervailable subsidy with
respect to the manufacture, production, or export of a class or kind of merchandise ...”) (emphasis added).

112 «“An application ... shall include sufficient evidence of the existence of (a) a subsidy and, if possible, its amount
... Simple assertion, unsubstantiated by relevant evidence, cannot be considered sufficient to meet the requirements
of this paragraph.” SCM Agreement Art. 11.2. “The authorities shall review the accuracy and adequacy of the
evidence provided in the application to determine whether the evidence is sufficient to justify the initiation of an
investigation.” SCM Agreement Art. 11.3.

113 Section 701(a)(1) of the Tariff Act, 19 U.S.C. § 1671(a)(1). See also General Agreement on Tariffs and Trade,
Art. V1.3, and SCM Agreement Art. 10.
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English translation of only portions of a document prior to submission to the Department.”***

We are unaware of the Department granting Petitioner permission to translate only portions of
the documents, but regardless, the Department has not been provided with translations of the
pertinent portions of certain documents, and for most of these documents (particularly the PAE
2011-01 and the contracts), the documents in their entirety should be translated. These
allegations should be rejected on the basis that Petitioner has not complied with the regulations
by providing the necessary English translations.

In any event, the list of contracts provided in Exhibit 338 show that the entities that have
contracts with Hydro-Québec are mostly legal entities unrelated to any lumber producing entities
as shown by their name such as “Energie,” “Bioénergie,” or “Cogénération.” Or, the entities
listed do not produce lumber at all. For example, Innoventé Inc. was a company that developed
technologies and processes for transforming organic residues like chicken and cattle manure,
municipal wastewater treatment plant sewage, food processing wastes and pulp and paper mill
sludge into a dried bio-energy material.'*> Affiliation, and even cross-ownership, alone is a
legally insufficient basis to attribute the alleged subsidization of electricity at biomass companies
to the production of lumber by separate companies, and the Petition fails to explain much less
justify any attribution of the alleged benefit to the subject merchandise.

The Petition particularly calls out Boisaco Inc. (“Boisaco”), EACOM Timber
Corporation (“EACOM Timber”), and Chantiers Chibougamau Ltée. (Inc.) (“Chantiers”) as
lumber producers whose biomass will be used to fuel power plants.**® The Boisaco claim relates
to a project for a 9-MW cogeneration with partner Hydromega Services, an independent
renewable energy producer, planned for 2019.**” The Boisaco claim as to Sacré Coeur
referenced in Exhibit 346 (which was not fully translated), indicates that the project would not be
constructed until 2016 and that Boisaco’s share would only be 15 percent of that entity.
Regarding EACOM Timber, as shown in Exhibit 354 to the Petition (which was not fully
translated), the contract is between the entity Cogénération Val d’Or S.E.C. and Hydro-Québec,
not between EACOM Timber and Hydro-Québec, and Hydroméga Services, an independent
renewable energy producer, will develop the project. The article also indicates that it will be
mid-March 2018 before the project is functional. In the contract between Chantiers and Hydro-
Québec provided in Exhibit 349 (which was not fully translated), section 4.1 states that the
guaranteed date of commencement of deliveries (Date garantie de début des livraisons) is March
19, 2018 (19 mars 2018), which is after the POI.

419 C.F.R. § 351.303(e).

115 See https://www.sdtc.ca/en/portfolio/projects/shoctm-sechage-et-hygienisation-par-oxygation-controlee-or-
drying-and (last visited Dec. 2, 2016). Fortress Specialty Cellulose Inc. produces a chemical refined bleached pulp
(dissolving pulp). http://fortresspaper.com/company/fortress-speciality-cellulose/ Fibrek produces northern bleached
softwood kraft pulp. http://www.resolutefp.com/installation_site.aspx?siteid=157&langtype=4105.

116 petition at 177.

117 See Exhibit 353.
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Petitioner downplays the post-POI timing of these projects by asserting that
“{i}rrespective of delivery date, evidence reasonably available to Petitioner indicates that the
GOQ’s provision of financial incentives and subsidies for the cogeneration plants were an
essential factor for entering into the PAE 2011-01 program.”**® But Petitioner cites to no direct
evidence in support of these statement. The only citation Petitioner included in the Petition was
a statement by Boisaco that a cogeneration plant would use its bark, which would in turn
increase Boisaco’s profitability.**® Hopeful predictions of future profits from a future operation
are not evidence of a benefit during the POI.

There is no support for the argument that, even if purchases of electricity are made at
MTAR, such profit would flow to softwood lumber production. The separate entities involved in
these projects have their own profit and loss statements and will be acting in their own
commercial interests. The Department should not initiate any investigation of Québec’s
bioenergy program.

VI. Tax Programs

A. The Petition Fails to Substantiate its Allegation with Respect to the B.C.
Motor Fuel Tax Refund

The Department should not initiate an investigation of the alleged motor fuel tax refund
because the Petition fails to substantiate its claim that the program confers a countervailable
benefit to producers and exporters of softwood lumber.

The British Columbia motor tax refund program permits purchasers of standard fuel to
apply for a tax refund for the portion of the tax paid on standard fuel for which they could have
used lower-taxed colored fuel. The program, by design, does not confer a benefit, because it is
intended simply to rectify situations where a fuel purchaser has paid a higher fuel tax than
necessary. Section 22 of the Motor Fuel Tax Act specifies that the tax refund is available only
when the higher-taxed standard fuel was used for a purpose “for which coloured fuel is
authorized to be used.”*® Therefore, the tax refund program is nothing more than a mechanism
to ensure that a purchaser does not pay higher tax rates than that to which the purchaser is
already entitled under separate provisions of the Act.

The only support that Petitioner offers to substantiate its claim that the tax refund confers
a benefit is a compendium prepared by the Ontario Chamber of Commerce, entitled “Helping
Ontario Businesses Emerge Stronger.”*** As indicated by the title, as well as the contents of the

118 petition Vol. 111 at 183.
119 gee Petition Vol. 111 at 184 and Exhibit 346.
120 IRSBC 1996], Ch. 37; Petition Exhibit 387 § 22.

121 5ee Petition Vol. 111 at 220 and Exhibit 393.
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document, the purpose of the compendium is to provide recommendations to the Government of
Ontario on ways to enhance the competitive environment for businesses in Ontario. The
document bears no relation to British Columbia; nor does it rely on any data relating to the
British Columbia tax refund program. In fact, British Columbia is mentioned only as an example
of one of “{s}everal Canadian provinces and territories” that supposedly operate a similar tax
refund system. Therefore, the compendium is simply irrelevant in establishing whether the tax
refund program administered by the Government of British Columbia confers any benefit to
lumber producers operating within its boundaries.

Moreover, the Petition does not provide any evidence to support its conclusory claims.
For example, the Petition does not provide any explanation or data to substantiate the
compendium’s assertion that the tax refund program in British Columbia “translates to savings of
up to 21 cents per litre for qualifying industries.”*? In light of these deficiencies, the
Department cannot rely on the compendium because it provides no factual support for its claim
that the tax refund program confers a benefit.

Even if the Department were to consider that the tax refund program is intended to confer
a benefit, the Petition still fails to provide any evidence that any lumber producers in British
Columbia actually received a benefit from the tax refund program. The Petition, astonishingly,
merely provided an exhibit containing a list of all sawmills in the Province, and did not even
attempt to identify whether any of those sawmills actually applied for or received a tax refund
under the program.’?® Moreover, the accuracy of the list of sawmills itself is questionable,
because several of the facilities listed in the “Sawmills Outside of the Metro VVancouver Area
Located in British Columbia” have addresses that are not even in British Columbia.*** The
Petition provides no information on whether these sawmills operate in British Columbia, or how
they would otherwise benefit from the tax refund program.

The tax refund program would also only be applicable to authorized vehicles operated by
the sawmills listed in the exhibit. The Petition fails to indicate whether any of these sawmills in
fact operated such vehicles, and if so, whether any of these sawmills actually applied for, or
received, a tax refund during the POI.

The Department should also reject Petitioner’s allegation because it disregards the
structure of the lumber industry in British Columbia. As the Department is well aware through
its experience with the prior investigation of Canadian softwood lumber, few, if any, lumber
producers perform their own logging, processing, or transport activities. Rather, most of these
services are provided by unaffiliated third-party contractors. These third-party contractors — not
the sawmills — would apply for and receive any tax refund under the program. Therefore, to the

12214, at 220 and Exhibit 393.
123 See id. at 219-220 and Exhibit 392.

124 See id. at Exhibit 392 (listing many sawmills in Alberta).
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extent that there was a benefit arising from the tax refund program, any such benefit would
accrue to those third-party contractors, not the sawmills producing lumber.

For these reasons, the Petition is deficient on its face because it fails to provide any
evidence that the motor fuel tax refund program confers a benefit to producers of subject
merchandise. The Department therefore should not initiate an investigation on this program.

B. The Petition’s Allegations Regarding Alberta’s Fuel Tax Exemption
Program Do Not Provide a Basis for Initiation

Petitioner claims that Alberta provides countervailable subsidies to softwood lumber
producers by providing tax exemptions and tax rebates for fuel used for off-road commercial
purposes. Petitioner identifies three programs: the Prescribed Off-Road Percentage (“PROP”)
Program, the Tax-Exempt Fuel Program for Marked Fuel, and the Tax Rebates for Clear Fuel.
All of these programs were previously part of Alberta’s Tax-Exempt Fuel Use Program
(“TEFU”) until rebates for clear fuel used off-road in licensed vehicles, machinery and
equipment (which also included PROP rebates) ended in 2011. The remaining marked fuel
exemption program (which we refer to as TEFU) allows for tax exemption for marked fuel, with
an allowance for rebates for clear fuel in limited circumstances, essentially where marked fuel is
not available. For the reasons discussed below, Petitioner’s claims are unsupported and should
be dismissed as inadequate to justify initiation of any investigation with respect to these
programs.

1. Alberta Eliminated PROP in 2011 and Petitioner’s Allegation That
PROP Should Be Treated as Non-Recurring Is Inconsistent With the
Department’s Regulations

As Petitioner correctly noted, the PROP program, which provided tax rebates to
companies for use of clear fuel by licensed vehicles, ended in February 2011**° — more than four
years before the period of investigation requested by Petitioner. Petitioner nonetheless argues
that the Department should countervail this now defunct program by allocating any benefit “over
the producer’s average useful life pursuant to 19 C.F.R. § 351.524.”*?® Petitioner is mistaken.
Such an allocation of a benefit over the average useful life under 19 C.F.R. 8 351.524 is reserved
for non-recurring benefits — and PROP is not a non-recurring benefit. “The Secretary will
normally treat the following types of subsidies as providing recurring benefits: Direct tax

125 See Exhibit H (Alberta Treasury Board and Finance, Tax and Revenue Administration, Alberta Fuel Tax Act —
Information Circular (PROP-1, Sept. 21, 2010), available at
https://web.archive.org/web/20131128173147/http://www.finance.alberta.ca/publications/tax_rebates/fuel/PROP1.ht
ml (last visited Dec. 3, 2016)) (“Effective 12:01 a.m., February 25, 2011, the Tax Exempt Fuel Use (TEFU) rebate
for licensed vehicles, including Prescribed Rebate Off-road Percentages (PROP), is eliminated.”); Petition Exhibit
399 (same). We note that we are including Exhibit H, rather than citing to Petition Exhibit 397 because Petition
Exhibit 397 is incomplete. See Petition Vol. Il at 226 (“Based on information reasonably available to Petitioner, the
PROP program may have expired on February 25, 2011.”).

126 5ee Petition Vol. 111 at 226.
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exemptions and deductions; exemptions and rebates of indirect taxes or import duties ...."**’

The Alberta tax rebates provided through the PROP program fit squarely within the tax
categories identified in this non-exclusive list of recurring benefits.

In contrast, “{the} Secretary normally will treat the following types of subsidies as
providing non-recurring benefits: equity infusions, grants, plant closure assistance, debt
forgiveness, coverage for operating losses, debt-to-equity conversions, provision of non-general
infrastructure, and provision of plant and equipment.”*?®® These types of payments listed as
non-recurring are of a fundamentally different nature than the PROP tax rebate. Further, under
section 351.524(c)(2), one of the factors the Department considers in determining whether a
program is non-recurring is whether the program can be tied to “capital structure or capital assets
of the firm.”*?° The fuel rebates under PROP were plainly not tied to capital investment, capital
structure, or capital assets of a beneficiary company, and Petitioner does not so allege.

Contrary to the disparate lists of recurring and non-recurring benefits above and the plain
language of section 351.524, Petitioner mischaracterizes the Department’s decision in Certain
Pasta from Italy and completely ignores the Department’s requirements for finding benefits
non-recurring under section 351.524(c)(2)(i)-(iii). When trying to draw a comparison between
Article 62 at issue in that case and PROP,™* Petitioner claims that PROP is similar because
Avrticle 62 required authorization from the Government of Italy.*** The Department, though,
considered that the Article 62 program, first, “was dependent upon companies making specific
investments” in infrastructure and, second, that the “subsidy was tied to capital assets of the
firm” receiving the benefit."** PROP was neither dependent upon companies making any kind of
specific investment relating to their fuel or any other costs, nor was it tied to any company’s
capital assets (and Petitioner does not so allege). Indeed, PROP and the Article 62 program are
very different programs. Article 62 promoted investment in disadvantaged areas by providing
tax credits for one-time equipment or building costs;'** whereas PROP, as a part of Alberta’s
TEFU program, provided tax rebates for fuel for off-road activities."*

12719 C.F.R. § 351.524(c)(1) (emphasis added).
128 Id

129 1d. § 351.524(c)(2)(iii).

130 See Petition Vol. 111 at 226.

131 |d.

132 Certain Pasta from Italy: Preliminary Results of the Tenth Countervailing Duty Administrative Review, 72 Fed.
Reg. 43,616, 43,620 (Dep’t of Commerce Aug. 6, 2007).

133 72 Fed. Reg. 43,620.

134 See Exhibit H (discussing the program’s coverage of multiple fuel invoices).
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Accordingly, since the PROP program ended in 2011 and was not a non-recurring
program, there were no benefits from PROP during the 2015-2016 period of investigation, and
there is no basis for initiating an investigation with respect to PROP.

2. Petitioner Does Not Allege Sufficient Facts to Warrant Investigation
Of Alberta’s Marked Fuel Tax Exemption and Clear Fuel Rebate

As noted above, Alberta’s Tax-Exempt Fuel Program for Marked Fuel and Alberta’s Tax
Rebates for Clear Fuel are complementary aspects of a single program, TEFU. TEFU provides a
partial fuel tax exemption of 9 cents per litre of marked fuel to eligible companies and
municipalities when fuel is used in unlicensed vehicles, machinery, and equipment for qualifying
off-road activities.**> Companies that would otherwise receive the tax exemption for marked
fuel can receive the rebate for use of clear fuel when marked fuel is not otherwise available.**®
Because this exemption and rebate constitute two aspects of the TEFU program, we address
TEFU collectively, rather than as two separate programs as Petitioner did.™’

The Department should not initiate an investigation on this program because the TEFU
exemption and rebate provide no special benefits to softwood lumber producers. Further,
Petitioner has not provided any evidence, either in the Petition or in its December 5, 2016
Response to Supplemental Questions, that indicates TEFU is either de jure or de facto specific
under U.S. countervailing duty law.'*®

Contrary to Petitioner’s allegations, particularly in the December 5th filing,** eligibility

for TEFU does not consider the industry in which the enterprise operates. TEFU is not a specific
forestry-related program, rather it is a broad program that can be accessed by any company or
municipality that meets the eligibility criteria established in the Fuel Tax Act and Fuel Tax
Regulation.'*

135 See Exhibit 1, Alberta Treasury Board and Finance, Tax and Revenue Administration, Alberta Fuel Tax Act --
Information Circular § 5 (FT-3R2, Jan. 20, 2016), available at
http://www.finance.alberta.ca/publications/tax_rebates/fuel/ft3.html (last visited Dec. 3, 2016)) (noting the partial
exemption is “$0.09 per litre”).

136 See Petition Exhibit 396 §§ 23(1)I, 23(5.1) (Alberta Fuel Tax Regulation, A.R. 62/2007).

137 See Petition Vol. 111 at 227-31.

13819 U.S.C. §§ 1677 (5A)(D)(i)-(iv).

139 See Petitioner’s Response to the Department’s Supplemental Questions (Dec. 5, 2016) at 12.

140 See Petition Exhibit 395 § 9 (Alberta Fuel Tax Act, S.A. 2006, Ch. F-28.1); Petition Exhibit 396 (Alberta Fuel

Tax Regulation, A.R. 62/2007); Exhibit | 8 5 (broadly defining consumer uses of marked fuel that meet eligibility
requirements).
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Indeed, TEFU applies to potentially any industry in Alberta. As Petitioner noted,'*! the
“Declaration of Tax Exempt Fuel User” used by entities to claim the tax exemption certificate
lists twenty-one different industries and a twenty-second catch-all category (“other”).**> The
listing of industries in the Declaration is the only evidence cited by Petitioner in support of its de
jure specificity allegation — and it does not support that allegation (Petitioner provided no new
evidence in its December 5th filing).X** The eligibility criteria for TEFU are clearly specified in
the Fuel Tax Act and Fuel Tax Regulation — and there is no listing of industries and no limitation
by industry.*** While categories of industry are checked off in the application process, the
declaration allows for an “other” category, and eligibility for a TEFU certificate is not limited to
any specific industries.

Furthermore, Petitioner does not allege that the Alberta government has any discretion to
approve or reject an applicant based upon considerations that go beyond the criteria clearly
outlined in the Fuel Tax Act and Fuel Tax Regulation. Given that eligibility for TEFU is
generally available to potentially any industry in Alberta and because Alberta follows specific
statutory and regulatory criteria in determining eligibility, this program cannot be considered de
jure specific under U.S. countervailing duty law.

Because TEFU is not de jure specific, Petitioner must allege sufficient facts that the
program is de facto specific in order to warrant initiation of an investigation of this program.
Petitioner has not alleged such facts (either in the Petition or in its December 5th filing) that even
begin to show that TEFU is de facto specific under U.S. countervailing duty law.**

Petitioner asserts, based only upon a single document from September 2000 (16 years
ago, which predates Lumber 1V), that “the forestry industry is one of the largest users of fuel for
off-road purposes” and “{a}s a result, the forestry industry received a disproportionately large
amount of the subsidy.”** The document cited by Petitioner says no such thing. It says only
that:

Alberta provides tax exemptions and rebates on fuel used off-road for
commercial purposes, in order to remove the fuel tax on inputs to primary

141 gee Petition Vol. 111 at 227-31.

142 See Petition Exhibit 403 § 4 (Alberta Treasury Board and Finance, Tax and Revenue Administration, Declaration
of Tax Exempt Fuel User).

143 See Petition Vol. 111 at 227-31; Petitioner’s Response to the Department’s Supplemental Questions (Dec. 5, 2016)
at 12 (referring only to information included in the Petition).

1% The prescribed uses are listed in Section 8(3) of the Alberta Fuel Tax Regulation, A.R. 62/2007, § 8(3)
(consolidated up to 3/2014), see Petition Exhibit 396.

1519 U.S.C. § 1677(5A)(D)(iii).

146 See Petition Vol. 111 at 299 and nn. 877-78 (referring to Petition Exhibit 405).
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resource industries, such as forestry, mining, oil and gas, and well
servicing, which use large amounts of fuel off-road. TEFU is not limited
to these industries.**’

Petitioner has provided no further basis for its assertion that Alberta’s forestry industry
disproportionately utilizes TEFU. In fact, when asked by the Department to clarify its de facto
specificity claim, Petitioner only cited back to this single document from September 2000.'%

And Petitioner does not make any allegation that the actual recipients are limited in
number, that an enterprise or industry is a predominant user, that an enterprise or industry is
favored over others, or that recipients are limited geographically. Petitioner’s December 5, 2016
Response to the Department’s Supplemental Questions makes crystal clear, with its citation to
sub-item 11 in the statute (771(5A)(D)(iii)(111)), that Petitioner claims only that “the forestry
industry received a disproportionately large amount of the subsidy.”**°

The Petition did not provide any evidence that supports this claim, and Petitioner’s
December 5, 2016 Response to the Department’s Supplemental Questions did not provide any
new evidence supporting the TEFU allegations in the Petition. Rather, Petitioner has continued
to rely only on what was included in the Petition: the TEFU certificate declaration and the
September 2000 document. Nothing else.

In short, Petitioner’s allegations with respect to TEFU are entirely inadequate as a basis
for initiating a countervailing duty investigation on the programs identified in the Petition.

VII. Additional Programs

A. Export Development Canada — Export Guarantee Program

The Petition alleges that Export Development Canada (“EDC”) provides an export
subsidy through an Export Guarantee Program (“EGP”’) which, the Petition claims, provides a
benefit “equal to the difference between the amount the recipient pays for the loan with the
government-provided guarantee and the amount the recipient would pay for a comparable
commercial loan that it could actually obtain in the market absent the government-provided
guarantee.”™® While acknowledging that the cost of any fee for the guarantee fee must be taken
into account in making this comparison, the Petition fails to make any effort to provide
information on such guarantee fees, or to demonstrate how the interest rate charged on such

147 See Petition Exhibit 405 at 11 (Alberta Business Tax Review Committee, Alberta Business Tax Review -- Report
and Recommendations (Sept. 2000)).

148 See Petitioner’s Response to the Department’s Supplemental Questions (Dec. 5, 2016) at 12.
149 |d

150 5ee Petition Vol. 111 at 235.
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guaranteed loans, plus the guarantee fee, provides a benefit compared to the rate that commercial
banks would charge for the loan without the guarantee. For that reason alone the Petition
allegation is deficient and should be rejected.”™ Beyond that, when information about the EDC’s
guarantee fees on loans to finance foreign held inventory is taken into account, it is plain that
there is no subsidy.

Put simply, use of the EGP does not “reduce costs” to exporters since the exporter
benefitting from an EGP still pays the lending bank’s interest rate, plus a significant guarantee
fee. The combination of the interest rate plus the guarantee fee is intended to match the overall
cost of a loan not guaranteed by an EGP. Indeed, the cost of an EGP guaranteed loan can be
higher where the bank does not reduce its interest rate to take into account the EGP. In most
cases, a loan with an EGP guarantee will be more expensive for the borrower than a loan without
an EGP.

More specifically, EDC charges a guarantee fee for loans financing foreign held
inventory at a cost to the borrower for the guarantee fee of either 50 basis points for inventory in
which the lending bank has a perfected security interest, or 125 basis points for inventory where
the bank does not have a security interest. These rates are higher than the rates for inventory
held in Canada in order to compensate for the additional risk associated with delays in enforcing
on foreign collateral.

The Petition fails to address this guarantee fee or otherwise show how the interest rate
charged on an EGP guaranteed loan, plus the EDC guarantee, results in the borrower receiving
any benefit compared to what it would have to pay on a comparable commercial loan without the
EDC guarantee.

Because the Petition fails to properly allege that the EDC EGP is countervailable, an
affirmative critical circumstances finding is precluded. In order for the Department to make an
affirmative critical circumstances finding in a countervailing duty case, the Department must
find both a massive increase in imports over a relatively short period of time and that there is a
reasonable basis to believe or suspect that one of the programs under investigation is inconsistent
with the Subsidies Agreement.*>* Petitioner alleges only one subsidy as being inconsistent with
the Subsidies Agreement — the EGP.™* If the Department declines to initiate on this program,
then the requirement of a countervailable subsidy that is inconsistent with the Subsidies
Agreement would not be met, and thus critical circumstances cannot be justified.

151 While not dispositive of anything even if true, we note that the reference at page Petition 233 to a $200 million
aid package for the forestry industry in 2009 has nothing to do with EDC or the EGP — the aid package does not
expressly include EDC’s EGP, but merely lists it as a program that EDC offers. In fact, the EGP program is not
funded by federal budgetary outlays at all, as EDC funds its operations from revenues generated from its programs.
152 See Section 703(e)(1) of the Tariff Act, 19 U.S.C. § 1671b(e)(1).

153 See Petition Vol. | at 106-07.
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VIII. Issues in the Conduct of the Investigation

A. The Investigation Should Be Conducted on an Aggregate Basis

Under 777A(e)(2)(B) of the Act, the Department is authorized to conduct countervailing
duty proceedings on an aggregate basis, where it is not practicable to determine individual
countervailable subsidy rates that would be meaningful and representative of all the subject
merchandise because of the large number of exporters or producers involved in the investigation.
The Department used this authority in its prior Lumber proceedings and conducted those
proceedings on an aggregate basis.’>* Because an even larger number of exporters and producers
are potentially involved in this investigation, the Department should exercise its authority to
conduct this investigation on an aggregate basis.

The Department completed two administrative reviews under the Lumber 1V
countervailing duty order. Each review was conducted on an aggregate basis because it was not
practicable to conduct meaningful company-specific reviews given the number of producers and
exporters and the material differences in the forest management systems across Canada. The
Department was asked to review an estimated 290 individual companies in the first
administrative review and an estimated 263 individual companies in the second review.
comparison, the Petition in this proceeding has identified approximately 545 individual
companies across the seven Canadian provinces for which specific countervailing duty
allegations are made.®® Considering that the Petition in this proceeding implicates nearly twice
the number of producers and exporters at issue as in the Department’s most recent softwood
lumber proceedings, the only practicable course of action is to conduct an aggregate
investigation.

155 In

Although the statute focuses on the number of producers and exporters as the basis for
invoking aggregate case authority under 8777A(e)(2)(B), the Department’s long history and past
experience in Lumber proceedings reveal additional facts that provide substantive support for a
decision to conduct an aggregate investigation. Most importantly, Canadian law establishes that
the provinces have near exclusive jurisdiction over the forest lands and resources within their
borders.”" A company specific investigation, in which only a few than a handful of companies

154 Certain Softwood Lumber Products from Canada, 57 Fed. Reg. 22,570, 22,574 (Dep’t of Commerce May 28,
1992) (final aff. CVD det.). (““‘Lumber I11*); see also Certain Softwood Lumber Products from Canada, 66 Fed.
Reg. 43,186, 43,190-91 (Dep’t of Commerce Aug. 17, 2001) (prelim. aff. CVD and crit. circ. det.). (““Lumber 1V**).

155 Certain Softwood Lumber Products From Canada, 69 Fed. Reg. 33,204 (Dep’t of Commerce June 14, 2004)
(prelim. results of CVD review); Certain Softwood Lumber Products From Canada, 70 Fed. Reg. 33,088, 33,089
(Dep’t of Commerce June 7, 2005) (prelim. results of CVD review); see also Honey from Argentina, 70 Fed. Reg.
36,563 (Dep’t of Commerce June 24, 2005) (final results of admin. review) (conducting review on aggregate basis).
16 petition Exhibit 61.

157 Constitution Act of 1867, 30 & 31 Victoria, . 3. (U.K.), R.S.C. 1985, App. II, No. 11, 2.109; S.C. 1930, c. 3
[Alta.]; S.C, 1930, c. 37 [B.C.]; S.C. 1930, c. 29 [Man.]; S.C. 1930, c. 41 [Sask.].
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would be examined, could not account for the diversity of forest pricing and management
systems that result from the province-specific nature of Canadian forestry. This reality is well
known to the Department.

Consistent with its established practice in prior proceedings involving this product and
industry, the large number of producers and exporters, and the fact that provincial governments
own and control most of the public timber in Canada, the Department should conclude that it is
not practicable to determine individual company rates in this proceeding and conduct the
investigation on an aggregate basis.

B. The Department Should Allow Canadian Importers to Post Bonds in Lieu of
Cash Deposits During the Provisional Measures Period

In the event of an affirmative preliminary determination, the Department of Commerce
would instruct Customs and Border Protection (CBP) to suspend liquidation on each entry of
subject merchandise and to require importers to post security for eventual duty liability at the
preliminary calculated rates. Although the regulation states that the Department “will normally
order the posting of cash deposits to ensure payment if ... duties ultimately are imposed,” the
Department has recognized that “{t}he use of the term ‘normally’ provides the Department
flexibility to address those . . . circumstances that the Department may find warrant the
acceptance of bonds” and that it “intends to make such exceptional determinations on a case-by-
case basis.”**® The unique circumstances of this case warrant the Department authorizing the
posting of bonds for imports of softwood lumber from Canada that are entered during the
provisional measures period. Canadian importers should be permitted the option to post bonds
instead of being required to make deposits because: (1) the United States faces no genuine risk
to recovering potential duties should Canadian importers post bonds instead of cash deposits; and
(2) requiring cash deposits in this particular case is likely to result in the payment of interest back
to Canadian importers.

1. There Is No Genuine Risk That Canadian Importers Will Default on
any Potential Duties Owed if They Are Permitted to Post Bonds

In amending its regulations to establish cash deposits as the default form of security
following affirmative preliminary determinations, the Department’s primary concern was
ensuring importers are “responsible for the payment of AD and CVD duties they may owe.”
This concern was a direct result of the U.S. Government Accountability Office (GAO) Report to
Congress on Antidumping and Countervailing Duties, which stated that when importers who had
posted bonds defaulted, it was a difficult process for CBP to collect owed duties from bonding
agents. At the time a disproportionate share — 90 percent — of all uncollected AD/CVD debt
involved imports from China. More recent statistics from CBP show that China now accounts
for 93 percent of AD/CVD debt. Yet since its Modification, the Department has nevertheless

158 Modification of Regulations Regarding the Practice of Accepting Bonds During the Provisional Measures Period
in Antidumping and Countervailing Duty Investigations, 76 Fed. Reg. 61,042, 61,045 (Dep’t of Commerce Oct. 3,
2011).
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allowed certain importers — including some importing from China — the option of posting bonds.
In comparison to China, Vietnam, and India, Canadian importers of softwood lumber present a
very low risk of defaulting on any potential duties owed as a result of AD/CVD litigation.

First, the largest Canadian producers and importers have significant assets in the United
States; Interfor, Canfor, West Fraser, Maibec, and Resolute have invested over $300 million
combined in tangible plant and equipment in the U.S. in recent years. Interfor Corporation owns
nine mills in the southern U.S., which have a total production greater than the company’s overall
Canadian production. West Fraser Timber Co. Ltd., Canada’s largest forestry company, owns 15
sawmills in the southern United States. Canfor Corporation also significantly expanded its
presence in the U.S., acquiring Scotch Gulf, Beadles & Balfour, Southern Lumber, and Anthony
Forest Products. Maibec started its expansion in 2015 with its first U.S. mill acquisition in
Maine, bringing significant investment and employment opportunities to the area. J.D. Irving,
Ltd. also has numerous investments in Maine. Finally, Resolute Forest Products Inc., the largest
lumber producer and importer in eastern Canada, not only owns numerous U.S. pulp and paper
mills but is a U.S. company incorporated in Delaware.

Second, any potential U.S. judgments against Canadian importers made on account of
outstanding duties owed can easily be enforced in Canada. Canadian courts will recognize and
enforce foreign judgments as long as the foreign judgment was issued by a court that properly
assumed jurisdiction, and acted according to due process, the foreign judgment is final and
conclusive in the original jurisdiction, and the judgement is for a definite and ascertainable sum
of money. Therefore, there is no genuine risk that even in the case of a default, the U.S. would
not be able to recover what it is owed.

The U.S. is heavily dependent on Canada’s lumber: U.S. demand consistently exceeds
U.S. domestic supply. Historically, Canada has been the largest foreign supplier of softwood
lumber in the United States, accounting for 95 percent of imports since 1965. In Lumber IV, the
International Trade Commission noted that Canada accounted for 33.2 percent of apparent
domestic consumption of softwood lumber in 1999, 33.6 percent in 2000, and 34.3 percent in
2001. This dependency on Canadian lumber has remained at similar levels.

Fourth, all Canadian importers currently have valid continuous entry bonds in place in
order to ensure that all customs duties, fees, and other charges assessed by CBP will be paid,
regardless of whether the merchandise is subject to AD/CV duties. These bonds have already
been reviewed for sufficiency and adequacy, and therefore merely increasing the bonds’ value
would not impart any burden on CBP. In light of these circumstances, cash deposits are not
necessary to secure any payment of duties on Canadian imports of softwood lumber, and the
Department should instruct CBP to accept bonds as security for unliquidated imports that enter
the United States.

2. Requiring Canadian Importers to Make Cash Deposits Instead of
Posting Bonds Will Likely Result in Loss of Revenue

In both Lumber 111 and Lumber IV the Department’s calculated final margins were much
lower than the preliminary margins upon which the provisional measures were based. Yet,
because in both instances importers could post bonds instead of cash deposits, there was no
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interest liability on importer deposits. Were the Department however to allow the posting of
bonds, it would not face the risk of having to pay interest to the Canadian importers.

C. Atlantic Provinces

The Petition makes no allegation of provincial subsidies with respect to Nova Scotia,
Newfoundland and PEI. The Department excluded the Atlantic Provinces, including New
Brunswick, in Lumber I11 and 1V and agreed to special provisions for producers in those
provinces during the SLA. Canada supports the exclusion of the Atlantic provinces from this
countervailing duty investigation.

D. Company Exclusions

The Government of Canada believes that company exclusions are of central importance
to these proceedings. If the Department initiates an investigation, we would urge the Department
to promptly adopt fair and workable procedures for the submission and review of company
exclusion applications. The need for such procedures was made paramount, inter alia, by
modifications to the Department’s Regulations, introduced subsequent to the Department’s last
investigation of Lumber, which eliminated the possibility for companies to seek company-
specific revocation from antidumping or countervailing duty orders.*

Canada believes that the procedures for company exclusion should be founded on
developing criteria for categories of eligible companies. This reflects the approach adopted by
the Department in both the Lumber 111 and Lumber IV investigations. For example, producers
that sourced softwood timber primarily from U.S. and/or Canadian private lands are almost
certain to have a zero or de minimis benefit. These companies, as a result, would form one
category. In addition, remanufacturers that purchase lumber in arm’s length transactions from
unaffiliated companies could form a second category. In the event that the Department does
initiate an investigation, Canada requests that the Department meet as soon as possible thereafter
to discuss these proposed categories.

Canada and the provincial and territorial governments, with the assistance of accountants,
intend to gather, review, certify, and categorize the individual company’s exclusion applications
based on the categories agreed to by the Department, so as to simplify and streamline the process
for the Department.

E. The Provinces of Saskatchewan, Manitoba and the Territories Represent an
Extremely Small Share of Lumber Production and Should Not Be
Investigated

The administrative burdens on the Department posed by this case could be reduced by
limiting the investigation to the largest lumber-producing provinces. Petition Exhibit 135 shows

59 Modification to Regulation Concerning the Revocation of Antidumping and Countervailing Duty Orders, 77 Fed.
Reg. 29, 875 (Dep’t of Commerce, May 21, 2012).
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that these provinces represented 97-98 percent of Canadian production in 2013-2015. All other
provinces and territories together represented 2 percent or less. Of these other provinces and
territories, only Saskatchewan, Manitoba are included by name in the Petition.

The Department can investigate almost all Canadian production by investigating the
remaining provinces. The Government of Canada therefore requests that if the Department
decides to initiate an investigation, the provinces of Saskatchewan and Manitoba and the
Northwest Territories, the Yukon Territory and Nunavut not be investigated.

F. Scope and Product Exclusions

The Government of Canada intends to file a number of product and species exclusions
requests should the Department initiate an investigation. In particular, Canada will file a request
to exclude eastern white pine, wooden bed frame components, lumber made from U.S. origin
logs, lumber made from private land or First Nations logs, high value products, and western red
cedar from the scope of the investigation. Arguments related to each of these product and
species exclusions can be found at Attachment 1 (Eastern White Pine), Attachment 2 (Wooden
Bed Frame Components), Attachment 3 (Lumber Made From U.S. Origin Logs), Attachment 4
(Private FN Lands Logs), Attachment 5 (High Value) and Attachment 6 (WRC). Canada asks
that the Department seriously consider, and favorably act upon, these requests.

G. The Statutory Requirements for an Affirmative Critical Circumstances
Finding Have Not Been Met

As explained above, if the Department does not initiate an investigation into the EDC
loan guarantee program, there would be no basis for an affirmative critical circumstances finding
in the countervailing duty case, because there are no other programs alleged to be inconsistent
with the SCM Agreement. Canada and the Canadian parties intend to file a separate submission
addressing the critical circumstances allegation more fully, and plan to address the data relied
upon in the Petition at that time.

H. Timetable of the Proceedings

As the Department likely recognizes from prior history with lumber, and from the
Petition filed in this case, this will be an extraordinarily complicated proceeding. Under the
normal CVD schedule, Canada will have less than 60 days to respond to the Department’s
questionnaire. The Petition is voluminous, the allegations are broad, and the issues are
extremely complex.

Canada believes that it is important that the Department take the time to properly develop
a complete and adequate record, and to allow parties sufficient time to adequately respond to
questionnaires, allegations, and statements on the record. It is already apparent that, in order to
properly administer and respond in this case, reasonable extensions will be necessary.

The Government of Canada therefore urges that, if an investigation is initiated, the
Department promptly recognize the nature of the proceeding and place it on an “extraordinarily
complicated” timetable.
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Finally, Canada requests that the Department clarify when expert reports should be
submitted under section 351.301(c).
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ATTACHMENT 1
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EASTERN WHITE PINE MUST BE EXCLUDED FROM ANY COUNTERVAILING
DUTY OR ANTIDUMPING INVESTIGATION OF SOFTWOOD LUMBER

Eastern White Pine (“EWP”) is a separate like product and a separate class or kind of
merchandise from softwood lumber. Although the Petition mentions EWP and includes the
HTSUS numbers that cover EWP, the Petition does not allege any of the elements necessary for
the imposition of countervailing or antidumping duties with respect to EWP as required by
Sections 702(b) and 732(b) of the Tariff Act of 1930, as amended (the “Act”). Furthermore, the
Petition was not filed on behalf of the domestic EWP industry and Petitioner does not represent
that industry. The Petition does not contain any evidence from which the Department could
determine that the levels of industry support, required by Sections 702(c)(4) and 732(c)(4) of the
Act for the Department to initiate an investigation, exists for EWP. Consequently, the
Department must exclude EWP from the scope of any countervailing or antidumping duty
investigation it might initiate on softwood lumber from Canada.

Should the U.S. industry that produces EWP believe it is injured by imports of EWP from
Canada, then that EWP industry should submit its own separate countervailing duty or
antidumping Petition. The product about which that industry would have standing to complain is
similar to softwood lumber only through botany and is commercially a plainly different product.

A. EWP Is a Separate Domestic Like Product Made By a Separate Domestic
Industry

The ultimate determination of the domestic like product and the domestic industry is the
responsibility of the U.S. International Trade Commission (“ITC”). Nonetheless, for purposes of
deciding whether to initiate an investigation and to determine the scope of any such
investigation, the Department also must make an assessment of the like product and the domestic
industry.’®® For example, were the scope of the requested investigation as set out in the Petition
to cover two like products, the Department would have to assess the allegations of injury and the
domestic industry’s support for the Petition with respect to two separate industries. If the
Petition were not to meet the statutory requirements for initiation with respect to one of those
industries, the imported product corresponding to that domestic like product would have to be
excluded from the scope of the investigation.

The ITC generally considers the following factors in its like product analysis:
(1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4)
common manufacturing facilities, production processes and production employees; (5) customer
and producer perception of the products; and (6) price.*®® EWP, for the reasons discussed below,

160 See Sections 702(c)(4)(a) and 732(c)(4)(a) of the Tariff Act. As the Department notes in its Antidumping
Manual, “{a} single investigation involves a single like product.” Enforcement and Compliance Antidumping
Manual, Chapter 2 at 12.

161 See United States International Trade Commission, Antidumping and Countervailing Duty Handbook, 14™

Edition, USITC Pub. No. 4540 (June 2015) at 11-34; Nippon Steel Corp. v. United States, 19 CIT 450, 455 n.4

(1995). Although the ITC’s practice is not legally binding upon the Department, the Department does consider these
(Continued)
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is a separate like product under the ITC’s six factor test and, therefore, U.S. EWP producers
comprise a separate domestic industry. The Petition does not provide any evidence
demonstrating that the domestic EWP industry supports the Petition. The evidence it does
provide is with respect to softwood lumber, not EWP producers. There is virtually no overlap
between the two industries. For example, the website of the Northeastern Lumber Manufacturers
Association (“NELMA?”) lists 32 member mills that produce EWP and 9 member mills that
produce SPF lumber. Only one of those mills produces both.'®> Without the requisite support
from the domestic EWP industry, the Department must exclude EWP from the scope of any
countervailing or antidumping duty investigation it might initiate on softwood lumber.

1. The Physical Characteristics and End Uses of EWP Distinguish It
From Softwood Lumber

EWP is a discrete specie, Pinus strobus Linneaus, with unique physical characteristics
that distinguish it from softwood lumber. EWP is a lightweight softwood product that readily
and uniformly seasons, and when air-dried, has low shrinkage. It is easy to work by hand and
machine tools, easy to glue, and has good nailing and screw-holding properties. The heartwood
of EWP is moderately durable but very permeable (i.e., it carries fluids easily through the wood);
its permeability is nearly seven times higher than that of balsam fir and almost fourteen times
higher than that of red spruce. EWP must be treated with preservatives where conditions are
favorable to decay.

EWP is valued primarily for its overall attractive appearance. For that reason it often is
processed in hardwood mills. The wood is light gray with a moderate sheen, straight grained,
with inconspicuous growth rings and a distinctive knot configuration. It has relatively few knots,
which are smaller, solid, high quality and tightly-configured. Unlike softwood lumber that has a
high strength to weight ratio, EWP is weaker and softer than other pines and has fairly low
resistance to impact. EWP has greater dimensional stability than softwood lumber and therefore
resists cracking, twisting, expanding, contracting and swelling.

EWP is cut to unique and distinct sizes. For example, EWP is frequently sold in 15/16”
or 7/8” thickness, while dimension lumber is not available in those thicknesses. Shipments of
EWP frequently contain a variety of lengths and sizes within a single shipment because EWP is
often cut to secondary manufacturers’ precise specifications. In addition, Canadian EWP
producers manufacture a consistently thicker product, sawing their EWP to 1/8” over nominal
thickness.

As a result of its high price and unique physical characteristics, EWP has limited and
unique uses. It is used primarily in the manufacture of furniture and other specialty products
such as toys, carvings, and woodenware. When used in construction, it is used sparingly for
window sashes and frames, doors, shelving, cabinetwork and other items that require

factors in its own like product analysis for purposes of initiation and assessing domestic industry support. See
Enforcement and Compliance Antidumping Manual, Chapter 2 at 13-14.

162 5ee Exhibit J.
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dimensional stability, but do not bear substantial loads. In the industry jargon, it is a non-
structural product.

EWP is particularly suited uniquely for furniture applications because it is more workable
and malleable than other softwoods, and its moisture content is critical to furniture production.
Furniture grade lumber generally calls for moisture content in the range of 6-8 percent. Unlike
most softwood lumber mills, which will not dry beyond a uniform moisture content of 15
percent, most EWP mills perform custom drying to match customers’ order specifications,
including appropriate furniture grade ranges. As a result, EWP is used, largely to the exclusion
of other softwood species, in furniture applications.

Because of its resistance to decay when treated, and its dimensional stability, EWP is
better suited than other softwood lumber species for exterior applications like siding, trim, doors,
windows, and fences. Due to its fine appearance and unigue cuts, it is also used for interior
trimming, paneling and millwork.

EWP is heavily favored for crafts because it can be molded and worked by machine tools
more easily, sands more easily, and is less destructive to equipment because of its low sap
content.

EWP has unique and distinct primary uses. It is not a suitable substitute for dimension
lumber. Trying to use it as such would be negligent from a safety and liability perspective.
Similarly, no species of softwood lumber has the right combination of physical characteristics to
substitute for EWP in its primary, specialized applications.

2. EWP Is Not Interchangeable as a Commodity

EWP is treated by the lumber industries as a separate and unique product. It is not a
“highly substitutable, commodity product” that *‘competes mainly on the basis of price” with
other softwood species, which are terms used by the Petition to describe the subject merchandise.
The lumber industries distinguish EWP from softwood lumber by giving EWP its own grading
system.*®® EWP grading rules are developed for appearance. By contrast, for example, the rules
for dimension lumber are based on structural uses. The differences in grading rules reflect the
wide recognition that EWP’s end uses are directly related to its natural beauty, rather than
strength and resistance to impact. In these and many other respects, EWP is more like
hardwoods than softwoods.

EWP generally is not used in strength applications. Given its relative weakness and high
cost, EWP is unsuitable for the general construction uses (studs and dimension lumber) of other
softwoods, such as the home construction that the Petition identifies as the use for which demand
for softwood lumber is derived. Strong softwood species such as SPF, Southern Yellow Pine,
Douglas Fir, Larch and Hemlock are predominantly used for construction. Random Lengths

163 See Northeastern Lumber Manufacturers Association, “2013 Standard Grading Rules for Northeastern Lumber”
available at http://www.nelma.org/library/2013-standard-grading-rules-for-northeastern-lumber/.
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includes products from all of these species, but not any EWP products, in its price composites for
framing lumber, dimensional lumber and studs.’®* Over the last four fiscal quarters the monthly
Random Lengths Framing Lumber Composite Price varied from a low of $297/MBF in
September 2015 to a high of $367/MBF in August 2016.%> By contrast, prices for EWP
Premium 1x8 have been steady at $875/MBF for that same 12 month period.'®® EWP simply
cannot serve as a substitute for the softwood lumber used in construction.

The heartwood of EWP is moderately durable but very permeable. The mean
permeability for EWP is nearly seven times higher than that of balsam fir, and almost fourteen
times higher than that of red spruce. The average service of untreated EWP fence is six years,
compared to twenty-seven for eastern cedar. EWP, thus, must be treated with preservatives
where conditions are favorable to decay. Given these qualities, more wood and more highly
treated wood would have to be used if EWP were to be employed in general construction, which,
of course, makes it impractical for those purposes.

The focus of the Petition is on the commodity lumber used predominantly in new
residential, repair and remodeling, and nonresidential construction applications, comprising
roughly 75 percent of all softwood lumber end uses in recent years.**” Only about 25 percent of
softwood lumber was consumed for all other uses combined. EWP is not interchangeable with
the dimension lumber principally at issue in this case, nor with any other species of softwood.

3. EWP Is Sold Through Different Channels of Distribution From Other
Softwoods

EWP is sold differently than softwood lumber, through different channels of distribution.
It is most often delivered directly to furniture, window and other specialty product manufacturers
that make use of its exceptional appearance and high dimensional stability, whereas softwood
lumber is delivered to retailers or distribution centers for subsequent delivery to retailers. In
retail centers, EWP boards are segregated and handled carefully to avoid stains and dents that
would otherwise diminish its unusually high value. In light of EWP’s fine appearance,
knowledgeable consumers do not regard any other softwood lumber as comparable.

164 See Random Lengths Composite Price Item Descriptions available at http://www.randomlengths.com/In-
Depth/Composite-Item-Descriptions/#L CHC.

165 See Random Lengths Framing Lumber Composite Price - by Month, available at
http://www.randomlengths.com/In-Depth/Monthly-Composite-Prices/.

166 See Random Lengths.

187 Francois Robichaud, The role of communications in emerging markets for wood products : the case of structural
wood products in nonresidential construction, University of British Columbia, 2009-05-19T13:32:09Z (“Over the
past decade, housing construction and remodeling consumed, on average, 71 percent of all lumber used in North-
America (RISI, 2008). Estimates of lumber used in nonresidential construction vary, but RISI (2008) estimated this
share to be as low as 4 percent during the same period. Industrial uses, such as packaging and furniture, accounted
for the remaining 25 percent of lumber use in the past 10 years.”).
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Distribution systems are also geographically divided. EWP is sold predominantly in the
eastern United States while, for example (and not surprisingly), the Western Pines are sold in the
West. In addition, Western Pines are usually transported by rail, while EWP is moved almost
exclusively by truck.

4. EWP’s Manufacturing Facilities, Production Processes and
Employees Are All Distinct From Other Softwoods

EWP producers use manufacturing methods designed to maximize the quality and
appearance of the wood, similar to hardwood producers. There is an enormous difference in
price between low value and high value EWP products encouraging EWP producers to sacrifice
volume in order to maximize quality. By contrast, softwood lumber mills seek to maximize the
total value of lumber produced, which often means making lower value products out of a log in
order to maximize the volume of lumber produced from that log.’®® EWP is almost never made
in the same mills as softwood lumber. For example, NELMA’s website lists 32 member mills
that produce EWP and 9 member mills that produce SPF lumber. Only one of those mills
produces both.*®°

EWP mills are much smaller than softwood lumber mills. For example, a large SPF mill
in Eastern Canada would have a capacity of well over 100 million board feet, whereas a large
EWP mill would have a capacity of around 10-15 million board feet.

EWP mills use different equipment, perform different production processes and train
employees differently. The licensing agencies even issue different licenses for EWP. EWP
production requires vastly different sawing equipment and techniques than production of
softwood lumber. In order to maximize the grade, quality, and value of the lumber, EWP mills
use the carriage method, where each EWP log is sawn individually on a carriage saw. EWP saw
operators must make sophisticated decisions — such as when and how much to turn each log and
how thick to make each cut. This technique permits the sawyer to remove as much high-grade
material as possible from around the heart of each log. Due to these many individual cuts, EWP
saws are generally smaller and slower than those found in softwood lumber mills. The EWP
production process is similar to, if not exactly like, hardwood lumber production, but it is vastly
different from softwood production.

Softwood lumber mills use a single-pass method, where logs are passed through slabbing
head cutters to flatten the sides, then immediately cut to width and thickness, usually using
multiple saws. Further down the conveyor, one or two saws trim the logs for length. The sawing
patterns are identical for all logs within each given log-diameter range, and the logs are sawn to

188 For example, a SPF 2x4 #2&btr is a better quality higher value product than a SPF 2x3 stud but the mill can
make more 2x3s than 2x4s from the same log. Depending upon the relative prices in a given week, the sawmill
would readily chose to make more of the cheaper product. An EWP producer would never make that kind of trade
off because of the substantially higher prices it could obtain for the higher quality product.

169 5ee Exhibit J.
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patterns of prescribed uniform sizes. In the sawing process, one log is generally cut the same as
every other, with little emphasis on product quality and variability. Employees are not required
to make instantaneous decisions as the logs pass rapidly through the mills at extremely high
production speeds, using extensive automation.

Because they are geared towards high volume production, softwood lumber mills are
large, automated, and capital intensive. EWP mills, by contrast, are smaller in size and less
automated. Mills that produce most softwood lumber are usually integrated with pulp and paper
mills; EWP mills are not because EWP chips are not suitable for paper making. As a
consequence, EWP has a different cost structure than other softwood lumber, and the
productivity levels for EWP mills are substantially lower than other mills.

EWP is typically dried at lower temperatures than softwood lumber, and for longer
periods of time. EWP is also dressed in a unique way, planned to achieve the highest quality
finish. This technique dictates a planning process that is slow and exacting.

Due to the sophisticated sawing process, EWP producers are more dependent upon
skilled employees than are producers of softwood lumber. Carriage saws used for EWP are
much more elaborate than the twin saws or U-saws used to produce softwood lumber. EWP
employees therefore receive more extensive training in a variety of skills, such as saw filing,
grading and techniques of further manufacturing.

5. Customers And Producers Perceive EWP as a Distinct Product

Customer expectations for EWP are derived from its beautiful appearance and distinctive
physical characteristics. EWP is prized for its dimensional stability and beauty, while species
used to make softwood lumber (e.g., Southern Yellow Pine and SPF) are valued for their strength
and resistance to splitting. Manufacturers of furniture, window works, millwork, moldings and
other interior uses requiring dimensional stability prefer EWP to Southern Yellow Pine and SPF
because it is more stable and is dried to the appropriate moisture content for its intended
applications. EWP has its own grading system, based on the product’s appearance,
distinguishing it from softwood lumber.*"

EWP is cut to unique and distinct sizes. For example, EWP is frequently sold in 15/16”
or 718" thickness, whereas softwoods such as dimension lumber are not available in those
thicknesses. Random Lengths does not even quote a price for a 2x4 of EWP or a 1x8 of SPF.
Shipments of EWP frequently contain a variety of lengths and sizes within a single shipment
because EWP often is cut to secondary manufacturers’ precise specifications.

EWP has unique physical characteristics, such as appearance; workability; moisture
content and dimension; that make it distinctly suitable for certain end uses, while rendering it

170 See Northeastern Lumber Manufacturers Association, “2013 Standard Grading Rules for Northeastern Lumber”
available at http://www.nelma.org/library/2013-standard-grading-rules-for-northeastern-lumber/.
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functionally unsuitable for others. These unique characteristics determine what the ultimate
purchaser can expect from EWP: a uniquely aesthetic, workable, appearance-grade wood fiber.

6. EWP Is Much More Expensive Than SPF and Southern Yellow Pine

EWP is more valuable on average than any softwood lumber species other than Western
Red Cedar. EWP has its own pricing categories, and its pricing traditionally follows its own
course, unaffected by the prices of softwood lumber species, including Western Pines. For
instance, EWP prices traditionally have been much higher than SPF, have not varied to the same
degree as SPF, and frequently have moved in different directions than SPF.

The Random Lengths composite price for softwood products used for framing lumber,
which are comprised predominantly of SPF and Southern Yellow Pine, ranged from $297/MBF
to $367/MBF during the last four calendar quarters.'”* Prices for EWP held steady at much
higher prices with, for example, prices for EWP Premium 1x8 at $875/MBF throughout that
same period.}"? Over the last five years, EWP prices have been remarkably steady, ranging only
between $727 to 875 $/MBF."® Softwood lumber prices have had seventy percent price swings
based on the different supply and demand factors for those products.”

EWP is prohibitively expensive for use in general construction. As noted above, EWP
Premium 1x8, a typical EWP product, sold for $875/MBF over the last year; whereas the highest
framing lumber composite price during that period was only $367/MBF (56 percent lower than
the price for the EWP product).” Similar price disparities have always existed.

B. EWP Is a Separate Class or Kind of Merchandise under the Diversified
Products Criteria

The Department must also determine the scope of its investigation at the initiation phase.
When determining whether particular products are within the scope of an investigation or
subsequent order, the Department makes an assessment of whether the products in question
comprise a different class or kind of merchandise. In making that assessment the Department
uses the following Diversified Products criteria: (i) the physical characteristics of the product;
(i) the expectations of the ultimate purchasers; (iii) the ultimate use of the product; (iv) the

"1 See Random Lengths Framing Lumber Composite Price — by Month, available at
http://www.randomlengths.com/In-Depth/Monthly-Composite-Prices/.

172 See Random Lengths.
1”3 Random Length Yearbook 2015 and Random Length weekly reports, vol. 72, various issues (1 to 45).
74 The lowest price during those five years was $257/MBF in November 2011 and the highest was $437/MBF in

April 2013. See Random Lengths Framing Lumber Composite Price — by Month, available at
http://www.randomlengths.com/In-Depth/Monthly-Composite-Prices/.

175 See Random Lengths Framing Lumber Composite Price - by Month, available at
http://www.randomlengths.com/In-Depth/Monthly-Composite-Prices/; See Random Lengths.
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channels of trade in which the product is sold; and (v) the manner in which the product is
advertised and displayed.'”® When analyzed according to these criteria, EWP distinguishes itself
from softwood lumber in every respect, and consequently is a separate class or kind of
merchandise.

The first four criteria essentially overlap the first five of the like product criteria and, for
the reasons discussed above, EWP is a separate class or kind of merchandise under each of those
four Diversified Products criteria. EWP is a discrete specie of high quality, high priced wood,
with a unique aesthetic appearance and end uses. Because of EWP’s distinct appearance, it is
sold for its look. Even the U.S. lumber industry has acknowledged EWP’s aesthetic uniqueness
by creating a separate grading system exclusively for EWP that emphasizes the specie’s distinct
appearance.’’’ It is sold predominately to secondary manufacturers who convert it into furniture,
craft products, trim and other millwork.

The fifth Diversified Products criterion also shows that EWP is a separate class or kind of
merchandise. EWP is advertised and displayed differently than softwood lumber. EWP
producers have been more creative in marketing than Western Pine producers. EWP shipments
often contain a variety of lengths and sizes because EWP is frequently cut to secondary
manufacturers’ precise specifications. Wholesalers have separate departments for selling EWP.

EWP is also handled and marketed differently than softwood lumber. EWP is
individually packed and loaded to prevent dents or scratches that would damage the condition
and appearance of the wood. Western Pines are usually transported by rail, while EWP is moved
almost exclusively by truck. EWP is delivered already dried, while other pines may be delivered
in green condition, and the distributor may then exercise control over drying.

C. EWP Is Not Included in the Petition and Should Be Excluded From any
Countervailing Duty or Antidumping Investigation

Section 702(b)(1) of the Act prohibits the Department from initiating a countervailing
duty investigation based on a petition unless the petition alleges all of the elements necessary to
impose countervailing duties under Section 702(a) of the Act. Similarly, pursuant to Section
732(b)(1) of the Act, antidumping duty petitions must allege all the elements necessary to
impose antidumping duties under Section 732(a) of the Act. The Petition does not contain any
allegations or information with respect to EWP. Consequently, because EWP is a separate
domestic like product and a separate class or kind of merchandise, but is not mentioned in the
Petition, it must be excluded from the scope of any countervailing duty or antidumping
investigation that the Department might initiate based on this Petition.

019 C.F.R. § 351.225(k)(2).

177 See Northeastern Lumber Manufacturers Association, “2013 Standard Grading Rules for Northeastern Lumber”
available at http://www.nelma.org/library/2013-standard-grading-rules-for-northeastern-lumber/.
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WOODEN BED FRAME COMPONENTS MUST BE EXCLUDED
FROM ANY COUNTERVAILING DUTY OR ANTIDUMPING
INVESTIGATION OF SOFTWOOD LUMBER

The Department excluded radius-end cut wooden bed frame components from the scope
of its antidumping and countervailing duty investigations in Lumber IV and should do so again
for the reasons discussed below. Moreover, the Department should exclude all bed frame
components, both radius-end and square-end cut components, from any new investigation,
because they constitute a separate like product and a separate class or kind of merchandise from
softwood lumber.

The Petition does not allege any of the elements necessary for the imposition of
countervailing or antidumping duties with respect to bed frame components as required by
Sections 702(b) and 732(b) of the Tariff Act of 1930, as amended (the “Act”). Furthermore,
Canada understands that there is no significant production of bed frame components in the
United States and, hence, no domestic industry on whose behalf the Petition could have been
filed. Consequently, the Department must exclude all bed frame components from the scope of
any countervailing or antidumping duty investigation it might initiate on softwood lumber from
Canada.

A Bed Frame Components Are a Separate Like Product

The ultimate determination of the domestic like product and the domestic industry is the
responsibility of the U.S. International Trade Commission (“ITC”). Nonetheless, for purposes of
deciding whether to initiate an investigation and determining the scope of any such investigation,
the Department also must make an assessment of the like product and the domestic industry.*"®
For example, should the scope of the requested investigation as set out in the Petition cover two
like products, then the Department must assess the allegations of injury and the domestic
industry’s support for the Petition with respect to two separate industries. If the Petition were
not to meet the statutory requirements for initiation with respect to one of those industries, the
imported product corresponding to that domestic like product must be excluded from the scope
of the investigation.

The ITC generally considers the following factors in its like product analysis: (1)
physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4) common
manufacturing facilities, production processes and production employees; (5) customer and
producer perception of the products; and (6) price.*’”® Bed frame components, for the reasons

178 See Sections 702(c)(4)(a) and 732(c)(4)(a) of the Act. As the Department notes in its Antidumping Manual, “{a}
single investigation involves a single like product.” Enforcement and Compliance Antidumping Manual, Chapter 2
at 12.

179 See United States International Trade Commission, Antidumping and Countervailing Duty Handbook, 14™

Edition, USITC Pub. No. 4540 (June 2015) at 11-34; Nippon Steel Corp. v. United States, 19 CIT 450, 455 n.4

(1995). Although the ITC’s practice is not legally binding upon the Department, the Department does consider these
(Continued)
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discussed below, constitute a separate like product under the ITC’s six factor test. It is a separate
like product for which there is no corresponding domestic industry to be injured or whose
support for the Petition could be measured. Consequently, the Department must exclude bed
frame components from the scope of any countervailing or antidumping duty investigation it
might initiate on softwood lumber.

1. Bed Frame Components Have Distinct Physical Characteristics and
End Use — They Are Not Interchangeable With Softwood Lumber

Bed frame components are specialty products made from softwood lumber exclusively
for use in the manufacture of bed box springs. They are downstream products, not lumber. They
consist of both radius-end components, which are the round-end components that produce the
rounded corners on mattress box-spring sets, and the square-end components that are an equally
essential part of the wooden structure of the box-spring set.

All bed frame components are manufactured to customized dimensions specified by
individual bed frame manufacturers. The shapes, sizes, grades, and invoicing of bed frame
components all differ from softwood lumber products. They are manufactured and sold in the
size of beds. Softwood lumber products, by contrast, are mainly used in home construction.
Thus, softwood lumber tends to be produced in wall length and greater sizes. As long as walls
are bigger than beds, bed frame components will be distinguishable from softwood lumber, and
bed frame components cannot be used as construction lumber.

The shape of many bed frame components differs from that of softwood lumber. Bed
frame components include L-braces which, as their name implies, are L-shaped. Canada is
unaware of any other L-shaped softwood lumber products. There are also filler blocks sold in
lengths of 3.75 to 5.5 inches. There are no softwood lumber products sold in these lengths.
Rails and supports are sold in thicknesses of 23/32”, unlike other softwood lumber products.

Bed frame components are almost always sold together as kits. Manufacturers will not
source different wooden components from different suppliers. Thus, shipments tend to include
all components. In most cases, square-end components are shipped with radius-end components,
further facilitating the identification of bed frame components. Moreover, the invoice
specifically states that the product is bed frame components.

Finally, bed frame components are graded differently than standard construction lumber.
None of the NLGA grades for softwood lumber is used in grading bed frame components.
Instead, manufacturers and customers generally use two grades for bed frame components,
premium and regular.

factors in its own like product analysis for purposes of initiation and assessing domestic industry support. See
Enforcement and Compliance Antidumping Manual, Chapter 2 at 13-14.
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2. Bed Frame Components Are Sold Through Different Channels of
Distribution From Softwood Lumber

There is only one market for bed frame components: bed frame manufacturers. Bed
frame components also are sold directly, or through distributors, exclusively to bed frame
manufacturers. Bed frame components are not sold to retailers or through the variety of channels
of distribution applicable to softwood lumber.

3. The Manufacturing Facilities and Production Processes for Bed
Frame Components Differ From Those of Softwood Lumber

Bed frame components are not produced in regular sawmills. As part of the
manufacturing process, Resolute’s facility at Chateau-Richer takes standard boards (generally
green) and further processes them into the value-added components required by bed frame
manufacturers through kiln drying, planning, shaping, and sizing. Because the bed frame
components are manufactured to specific, non-standard dimensions, and thus cannot be produced
in normal, first mill operations, Resolute incurs additional costs that are not associated with the
manufacture of dimensional lumber.

Bed frame manufacturers prefer, and generally insist, that bed frame components be
manufactured from SPF lumber, because of the amount of nailing and stapling into the wood.
Unlike Southern Yellow Pine, the dominant softwood species found in the United States, SPF
lumber tends to have smaller knots and is less likely to split during the final assembly process.

4. Customers and Producers Perceive Bed Frame Components as a
Distinct Product

Bed frame components have only one use, to make box-springs sets for beds. Bed frame
manufacturers purchase components that are pre-manufactured for their use and to their exact
specifications.

There is no mass market for bed frame components. Bed frame manufacturers do not
have the equipment necessary to transform dimensional lumber into their required dimensions.
Consequently, they cannot substitute standard boards for bed frame components. Because bed
frame components are manufactured in odd dimensions, short lengths, and through channels of
distribution focused on bed frame manufacturers, they are not used for any other purpose. They
are not sold to the same ultimate users nor for the same ultimate use as other softwood lumber
products.

Bed frame components are marketed and sold as separate and distinct products. For
example, Resolute’s invoices clearly identify bed frame components. Promotional materials
identify bed frame components as distinct products, and agreements for the sale of bed frame
components are limited to bed frame components. Bed frame components are sold at higher
prices than softwood lumber boards, which reflect both the cost of further manufacturing and the
higher freight costs associated with shipping these products. Also, as noted above, bed frame
components are graded differently than lumber. None of the NLGA grades for softwood lumber
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is used in grading bed frame components. Instead, manufacturers and customers generally use
two grades for bed frame components, premium and regular.

5. Pricing

Bed frame components are sold at significantly higher prices than the softwood lumber
from which they are made. Square-end bed frame components generally sell for a substantial
premium over standard dressed and dried boards of standard dimension, with radius-end
components obtaining a further premium. Moreover, they tend to be sold under annual contracts
at fixed prices, further distinguishing this product from regular softwood lumber with its highly
fluctuating pricing.

B. Bed Frame Components Are a Separate Class or Kind of Merchandise under
the Diversified Products Criteria

The Department must determine the scope of its investigation at the initiation phase.
When determining whether particular products are within the scope of an investigation or
subsequent order, the Department makes an assessment of whether the products in question
comprise a different class or kind of merchandise. In making that assessment the Department
uses the following Diversified Products criteria: (i) the physical characteristics of the product;
(i) the expectations of the ultimate purchasers; (iii) the ultimate use of the product; (iv) the
channels of trade in which the product is sold; and (v) the manner in which the product is
advertised and displayed.’® When analyzed according to these criteria, bedframe components
are distinct from softwood lumber in every respect, and consequently are a separate class or kind
of merchandise.

The first four criteria essentially overlap the first five of the like product criteria and, for
the reasons discussed above, bed frame components are a separate class or kind of merchandise
under each of those four Diversified Products criteria. The fifth Diversified Products criterion
also shows that bed frame components are a separate class or kind of merchandise. Resolute
markets and sells bed frame components as separate and distinct products. For example,
Resolute’s invoices clearly identify bed frame components. Promotional materials identify such
components as distinct products, and agreements for the sale of bed frame components are
limited to bed frame components.

C. Bed Frame Components Should Be Excluded from any Countervailing Duty
or Antidumping Investigation

The Petition identifies Harmonized Tariff System of the United States (“HTSUS”) codes
exclusively within heading 4407, 4409 and 4418 as covering the softwood lumber products
within Petitioner’s proposed scope of investigation. None of those codes include radius-end bed

18019 C.F.R. § 351.225(k)(2); see also Diversified Products Corp. v. United States, 572 F.Supp. 883 (Ct. Int’l Trade
1983).
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frame components, which are classified under HTSUS sub heading 4421.90.9780.%
Consequently, the Department should expressly exclude radius-end bed frame components,
classified under HTSUS heading subheading 4421.90.9780, from the scope of any antidumping
or countervailing duty investigation it may initiate based on these Petitions.

The Department must exclude all bed frame components, including square-end cut
components, from any softwood lumber investigation because, for the reasons discussed above,
bed frame components are a different like product and different class or kind of merchandise
from construction-grade softwood lumber. Section 702(b)(1) of the Act prohibits the
Department from initiating a countervailing duty investigation based on a petition unless the
petition alleges all of the elements necessary to impose countervailing duties under Section
702(a) of the Act. Similarly, pursuant to Section 732(b)(1) of the Act, antidumping duty
petitions must allege all the elements necessary to impose antidumping duties under Section
732(a) of the Act. The Petition does not contain any allegations or information with respect to
bed frame components. Consequently, they must be excluded from the scope of any
countervailing duty or antidumping investigation that the Department might initiate based on this
Petition.

181 A binding Customs ruling (NY E89886) classified radius-end cut bed frame components under HTSUS code
4421.90.9840, which provided for other (non-enumerated) articles of wood. See also HQ 960703 (Aug. 26, 1997),
HQ 960768 (Oct. 23, 1997), NY E82957 (June 25, 1999); NY A89855 (Dec. 12, 1996). The HTSUS subsequently
was amended and the merchandise previously covered under HTSUS code 4421.90.9840 was moved to the new
code, 4421.90.9780. The two codes covered the same merchandise, although at different times, and the rulings cited
here remain applicable to the classification of radius-end cut bed frame components.

Fi | ed By: osendar p@ugheshubbard.com Filed Da@é 12/7/ 16 5:02 PM Subm ssion Status: Approved



Bar code: 3527948- 01 C-122-858 I NV - |nvestigation -

ATTACHMENT 3

Fi | ed By: osendar p@ugheshubbard.com Filed Da@@ 12/ 7/ 16 5:02 PM Subm ssion Status: Approved



Bar code: 3527948- 01 C-122-858 I NV - |nvestigation

LUMBER MADE FROM U.S.-ORIGIN LOGS MUST BE EXCLUDED
FROM ANY COUNTERVAILING DUTY OR ANTIDUMPING
INVESTIGATION OF SOFTWOOD LUMBER

The Department, for the reasons discussed in these Consultations, should decline to
initiate antidumping or countervailing duty investigations of Canadian softwood lumber.
Nonetheless, at a minimum the Department should exclude softwood lumber made in Canada
from U.S.-origin logs from the scope of any such investigations.

The entire history of the disputes between the United States and Canada over softwood
lumber revolves around the U.S. industry’s complaint that the Canadian provincial governments
sell stumpage from Canadian crown lands at prices that the U.S. industry alleges are at less than
adequate remuneration. There has never been any claim that logs harvested in the United States
are not sold at fair market prices, a fact the Department recognized in the company exclusions
process in Lumber IV.*® Therefore, Canadian lumber manufactured from U.S. logs cannot
possibly benefit from the alleged subsidies that are at the heart of the softwood lumber dispute.

The inclusion of lumber manufactured from U.S.-origin logs within the scope of any
softwood lumber investigation would cause severe harm to the many U.S. businesses and their
employees in the timber harvesting industry who depend on selling the logs they harvest on U.S.
lands to customers across the border in Canada. By contrast, there could be no legally
cognizable harm to the U.S. softwood lumber industry from a carefully crafted exclusion from
the scope of any antidumping or countervailing duty investigation of lumber manufactured in
Canada from U.S.-origin logs.

A. Softwood Lumber Investigations Would Cause Serious Injury to the U.S.
Timber Industry in the Northeastern United States, Particularly in Maine

New antidumping and countervailing duty investigations of softwood lumber would pose
serious threats to U.S. logging interests in the Northeastern United States because of their
dependence on the Canadian market for their logs. Without exclusion of lumber made from
U.S.-origin logs, the initiation of investigations on softwood lumber from Canada would be
devastating for U.S. landowners and contractors who depend on the Canadian market to buy their
logs.

The injury would be particularly acute for landowners and timber harvesters in Maine.
They are the custodians and harvesters of Maine’s forests and the critical links in the forest
economic value chain. According to a new University of Maine study, logging contributes $882

182 |ssues and Decision Memorandum for the Countervailing Duty Investigation of Certain Softwood Lumber
Products From Canada, C-122-839 (March 21, 2002) at Company Exclusions (the Department considered
companies for exclusion that produced lumber from logs harvested in the Maritime Provinces, the United States, or
on private lands in Canada).
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million to Maine’s economy, supporting more than 7300 jobs.'®® There are more people
employed in Maine in logging than in sawmills, and they earn higher wages.*®* Their livelihoods
would be at risk if they were to lose the Canadian market.

The spruce budworm is invading Maine’s forests, making the sale of standing timber and
logs urgent as part of a massive and unavoidable salvage operation. The Canadian markets
immediately to Maine’s north are essential: Maine’s forest custodians and harvesters need to be
able to sell logs freely to Canadian buyers.

The border mills in Québec have been purchasing logs from Maine, New Hampshire,
New York and Vermont since long before they were excluded from the Lumber Il investigation
in 1986 based on their use of U.S.-origin logs.®® They are ready, willing and able to continue
that long-standing tradition, but not if the additional expense of transport and the unfavorable
exchange rate were not offset by exclusion from possible duties. Canadians need incentives to
buy Maine logs. Tariff restrictions on Canadian lumber made from U.S. logs will only depress,
and possibly destroy, the market.

B. The Department Could Solve This Problem With a Carefully Crafted
Exclusion of Canadian Lumber Made from U.S.-Origin Logs

An exclusion for lumber made from U.S. logs from the scope of the investigations and
any eventual cash deposit requirements would keep the Canadian market open for Maine
foresters and landowners at a critical, even decisive time. Canadian mills would have an
incentive to buy logs from Maine, New Hampshire, New York and Vermont, knowing there
would be an American market for the lumber they produce free of tariffs. The U.S. softwood
lumber industry could have no reasonable objection to lumber fairly traded as manufactured
from U.S. logs.

This solution — the exclusion of U.S. logs from the scope of investigations and possible
orders — would provide some balance to the protection afforded U.S. lumber producers, on the
one hand, and U.S. landowners and forest companies, particularly in Maine, on the other. With
this solution, lumber produced with the logs U.S. foresters need to sell to Canada would enter the
United States without tariffs, thereby giving Canadian log buyers an incentive to buy the logs
U.S. foresters, particularly in Maine, need to sell. Without this solution, the Department could

183 Maine’s Logging Economy, Professional Logging Contractors of Maine, http://maineloggers.com/new/wp-
content/uploads/2016/09/L ogging-Economic-Impact-Study-2014-brochure-FINAL -web-version.pdf (last visited
Nov. 7, 2016).

184 According to the U.S. Department of Labor the logging industry (NAICS 11331) in Maine employed 2,231
workers and paid them $100,806,000 in 2015; whereas the sawmill and wood preservation industry (NAICS 3211)
employed 1,966 workers and paid them $84,998,000 in 2015. The U.S. Department of Labor — Quarterly Census of
Employment and Wages Databases, http://www.bls.gov/cew/data.htm.

185 preliminary Affirmative Countervailing Duty Determination: Certain Softwood Lumber Products from Canada,
51 Fed. Reg. 37,453, 37,454 (Dep’t of Commerce October 22, 1986 (investigation).
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destroy the links in the forest economic chain and, consequently, Maine’s forest industry,
deprived of its essential Canadian market.

C. An Exclusion for Lumber Made From U.S.-Origin Logs Would Be Limited
and Readily Enforceable

The total volume of softwood lumber that would be subject to this exclusion would be
very small. Total U.S. exports of softwood sawlogs to Canada during 2015 were 2,157,000
cubic meters valued at US$ 158,733,000.'%® Only a portion of that wood could have been
converted into softwood lumber and not all of that softwood lumber would have been exported
back to the United States. Even conservatively assuming that half of it was converted and
exported to the United States, that amount would be no more than 1,078,500 cubic meters. That
amount constitutes only 3.5 percent of the 31,088,000 cubic meters of softwood lumber from
Canada imported into the United States in 2015."®” This amount would be far too small to have
any impact on U.S. softwood lumber producers.

The exclusion could be implemented and enforced by requiring importers claiming the
exemption to provide U.S. Customs and Border Protection (“CBP”) with certifications from the
producer of the softwood lumber attesting to the origin of the wood fiber used in making that
lumber. CBP already uses such a certification mechanism to determine whether imported goods
qualify as originating goods for tariff-free entry under NAFTA Chapter Four. Each log need not
be traced. Instead, the certifications could be prepared using the same inventory management
methods authorized under NAFTA Article 406 for determining the origin of goods when
fungible materials are used in the production of those goods.*® Importers, exporters and CBP
are very familiar with these methods as they have been used by all three for well over the two
decades that NAFTA has been in effect. Hence, the exclusion is readily enforceable by CBP.

18 U.S. International Trade Commission Interactive Tariff and Trade Database, U.S. Total Exports (HTS

4403.20.00.20 through 4403.20.00.65) to Canada 2015.

187 U.S. International Trade Commission Interactive Tariff and Trade Database, U.S. General Imports (HTS

4407.10) from Canada 2015.

188 These mechanisms are set out in the Uniform Regulations established pursuant to NAFTA Article 511.
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LUMBER MADE FROM PRIVATE LAND OR FIRST NATIONS LOGS
MUST BE EXCLUDED FROM ANY COUNTERVAILING DUTY OR
ANTIDUMPING INVESTIGATION OF SOFTWOOD LUMBER

Canada also requests the exclusion from the scope of softwood lumber produced from
logs harvested from private land and First Nations Treaty Settlement Lands (i.e., First Nations
land held in fee simple). Such an exclusion is consistent with the undisputed fact that private
land harvesters in Canada are not subject to Crown stumpage fees and thus cannot benefit from
the alleged subsidies.
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HIGH VALUED, NON-STRUCTURAL LUMBER PRODUCTS WITH A VALUE OF
GREATER THAN $500/MBF MUST BE EXCLUDED FROM ANY COUNTERVAILING
DUTY OR ANTIDUMPING INVESTIGATION OF SOFTWOOD LUMBER

Canada requests exclusion from the scope of certain high-value softwood lumber
products that cannot be used in structural applications. These products do not compete with the
dimensional commodity softwood lumber for structural applications that are the focus of the
Petition’s allegations. Such high-value softwood lumber products are produced for specialty
applications, and are traded through distinct channels of distribution separate from those used for
commodity structural softwood lumber products. Such high-value softwood lumber products are
also imported into the United States in relatively small quantities.

Specifically, Canada requests the exclusion from the scope of softwood lumber products
valued above $500/thousand board feet (“MBF”), consistent with the recognition in the 2006
Softwood Lumber Agreement between the Government of Canada and the Government of the
United States of America (“2006 SLA”), at Article 6. Article 6 of the 2006 SLA recognized that
separate treatment is warranted for high-value softwood lumber products in light of their distinct
manufacturing processes and markets. These considerations apply equally today. Moreover, at
current and forecast prices for commodity softwood lumber products in North America, it is not
conceivable that a value-based exclusion of $500/MBF would capture any of the commodity
softwood lumber products on which the Petition’s allegations are focused.
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WESTERN RED CEDAR MUST BE EXCLUDED FROM ANY COUNTERVAILING
DUTY OR ANTIDUMPING INVESTIGATION OF SOFTWOOD LUMBER

Western Red Cedar should be excluded from investigation as it is a distinct product that
comprises a separate industry and the Petition alleges no injury to the Western Red Cedar
industry.

Western Red Cedar is a species of wood that has distinct physical characteristics, end
uses, channels of distribution, and customer expectations. Unlike most in-scope softwood
lumber, Western Red Cedar is not suitable for structural applications. Instead, it is used for
appearance applications because it is light weight, durable, has a low shrinkage factor, and is
naturally resistant to decay. By reason of these different physical attributes and end uses,
Western Red Cedar is graded differently from other in-scope products. Because of its unique
properties, Western Red Cedar commands a significant price premium to other softwood lumber
products and is not considered by purchasers to be interchangeable with other softwood species.
Additionally, unlike other lumber products that are often sold to retailers, Western Red Cedar is
sold primarily through distributors who undergo specialized training on how to store, sell, and
install the product. All of this results in customers expecting Western Red Cedar to be a unique
premium appearance product that is distinct from other softwood lumber products covered by the
scope of the Petition.

For these reasons, Western Red Cedar should be considered a distinct like product. The
absence of any allegation of injury to the Western Red Cedar industry compels the exclusion of
Western Red Cedar from investigation.
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AMERICAN

FactFinder C .)\

EC1200A1 All sectors: Geographic Area Series: Economy-Wide Key Statistics: 2012

2012 Economic Census of the United States

Table Name

All sectors: Geographic Area Series: Economy-Wide Key Statistics: 2012

Release Schedule

The data in this file are scheduled for release starting in March 2014 and ending in June 2016.

Key Table Information

The data in this file come from separate 2012 Economic Census of the U.S., Economic Census of Island Areas, and Nonemployer Statistics data files
released on a flow basis from March 2014 through June 2016. As such, these data are subject to change and will be replaced when updated data are
added from more recent data files. Users should be aware that during the release of this consolidated file, data at more detailed NAICS and
geographic levels may not add to higher-level totals. However, at the completion of the economic census (once all the component files have been
released), the detailed data in this file will add to these totals.

Universe

The universe of this file is all operating establishments with one or more paid employees (employers) as well as all operating establishments with no
paid employees (nonemployers). This universe includes all establishments classified in the North American Industry Classification System (NAICS)
Codes 21 through 813990.

Geographic Coverage

The data are shown for employer establishments at the US, State, Combined Statistical Area, Metropolitan and Micropolitan Statistical Area,
Metropolitan Division, Consolidated City, County (and equivalent), and Economic Place (and equivalent; incorporated and unincorporated) levels for
the U.S. and the Island Areas. Data for nonemployer establishments are shown for the U.S. for all levels except Economic Places and only for Puerto
Rico for the Island Areas.

Industry Coverage

The data are shown at the 2- through 6-digit NAICS code levels for all economic census sectors and at the 7- and 8-digit NAICS code levels for
selected economic census sectors.

Data Items and Other Identifying Records

This file contains data on:

* Number of employer establishments
» Sales, receipts, revenue, shipments, or value of business done for employer establishments
» Annual payroll of employer establishments
» Total employment of employer establishments
» Number of nonemployer establishments
» Receipts for nonemployer establishments
* Relative standard errors for the first 4 employer data items (Construction industries only)
Data are also published by Type of Operation or Tax Status for selected sectors. For Wholesale Trade, data are published for Total Wholesale Trade
and for Merchant Wholesalers. For the Services sectors, data are published for All Establishments, as well as Taxable and Tax Exempt
Establishments.
For additional statistics not shown in this file, see the individual data files from the Economic Census of the U.S. Industry, Geographic Area, Subjects,
and Summary Series and the Economic Census of Island Areas Geographic Area Series.
Sort Order
Data are presented in ascending geography (GEO_ID) by NAICS code (NAICS2012) by Type of Operation or Tax Status (OPTAX) sequence.
FTP Download
Download the entire table at
http://iwww?2.census.gov/econ2012/EC/sector00/EC1200A1.zip
Contact Information
U.S. Census Bureau, Economic Management Division
Dissemination Branch
Tel: (301)763-9560
econ.dissemination@census.gov
Release Date : 09/23/2016

The data in this file come from separate 2012 Economic Census of the U.S., Economic Census of Island Areas, and Nonemployer Statistics data files
released on a flow basis from March 2014 through June 2016. As such, these data are subject to change and will be replaced when updated data are
added from more recent data files. See the Table Notes for more information on this and for related additivity and comparability issues. For information
on confidentiality protection, sampling error, nonsampling error, and definitions, see Methodology.

For information on economic census geographies, including changes for 2012, see the economic census Help Center.
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Geographic area

name

United States

United States
United States
United States

United States

United States

United States
United States

United States
United States
United States
United States

United States

United States

United States

2 of 5

321

321113
321114
321211

321212

321213

321214
321219

321911
321912
321918
321920

321991

321992

321999

Fi |l ed By:

2012 NAICS code

Meaning of 2012
NAICS code

Meaning of Type of
operation or tax

Bar code: 3527948- 01 C—S}.%té]-s8%%d? NV - Investigation -

Wood product Total
manufacturing
Sawmills Total

Wood preservation  Total

Hardwood veneer and Total
plywood

manufacturing

Softwood veneer and Total
plywood

manufacturing

Engineered wood Total
member (except truss)
manufacturing

Truss manufacturing Total

Reconstituted wood Total
product manufacturing

Wood window and Total
door manufacturing

Cut stock, resawing  Total
lumber, and planing

Other millwork Total
(including flooring)

Wood container and Total
pallet manufacturing
Manufactured home Total
(mobile home)
manufacturing
Prefabricated wood  Total
building manufacturing

All other Total
miscellaneous wood
product manufacturing

osendar p@ugheshubbard. com Fil ed Date:

Number of
Year establishments
2012 13,741
2012 2,928
2012 421
2012 240
2012 100
2012 107
2012 772
2012 218
2012 1,139
2012 989
2012 1,502
2012 2,687
2012 271
2012 615
2012 1,752

12/ 7/ 16 5:02 PM Subm ssion Status:

Value of sales,
shipments,
receipts,
revenue, or
business done
($1,000)
78,123,546

18,785,567
4,285,259
2,532,796

4,221,047

901,798

3,084,288
6,365,849

9,196,661
5,979,132
4,994,874
6,889,954

3,492,514

2,323,210

5,070,597
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name
United States

United States
United States
United States

United States

United States

United States
United States

United States
United States
United States
United States

United States

United States

United States

3 of 5

321

321113
321114
321211

321212

321213

321214
321219

321911
321912
321918
321920

321991

321992

321999

Fi |l ed By:

2012 NAICS code

Meaning of 2012
NAICS code
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manufacturing
Sawmills Total

Wood preservation  Total

Hardwood veneer and Total
plywood

manufacturing

Softwood veneer and [Total
plywood
manufacturing
Engineered wood
member (except truss)
manufacturing

Total

Truss manufacturing (Total

Reconstituted wood  Total
product manufacturing
Wood window and Total
door manufacturing

Cut stock, resawing  [Total
lumber, and planing

Other millwork Total
(including flooring)

Wood container and Total
pallet manufacturing
Manufactured home Total
(mobile home)
manufacturing
Prefabricated wood  Total

building manufacturing

All other
miscellaneous wood
product manufacturing

Total
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Meaning of Type of
operation or tax

2012
2012
2012

2012

2012

2012
2012

2012

2012

2012

2012

2012

2012

2012

Year

Annual payroll
($1,000)

12,520,235

2,629,715
367,257
439,647

623,881

120,672

696,224
661,850

1,815,229
838,090
920,332

1,438,803

686,290

441,883

840,362
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First-quarter
payroll ($1,000)
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Geographic area

name
United States

United States
United States
United States

United States

United States

United States
United States

United States
United States
United States
United States

United States

United States

United States

4 of 5

321

321113
321114
321211

321212

321213

321214
321219

321911
321912
321918
321920

321991

321992

321999

Fi |l ed By:

2012 NAICS code

Meaning of 2012 Meanlng of Type of Number of
NAICS code opera;tlon o(rj tax Year employees
5 S . .
\m%%gdgéz?gw- Oﬁotgf Bé’— 8%% ? NV -zollavest igation - 338,773
manufacturing
Sawmills Total 2012 64,743
Wood preservation Total 2012 8,061
Hardwood veneer and Total 2012 11,734
plywood
manufacturing
Softwood veneer and Total 2012 13,739
plywood
manufacturing
Engineered wood Total 2012 2,854
member (except truss)
manufacturing
Truss manufacturing (Total 2012 18,828
Reconstituted wood  Total 2012 13,531
product manufacturing
Wood window and Total 2012 46,713
door manufacturing
Cut stock, resawing  [Total 2012 24,358
lumber, and planing
Other millwork Total 2012 26,738
(including flooring)
Wood container and Total 2012 49,003
pallet manufacturing
Manufactured home [Total 2012 20,912
(mobile home)
manufacturing
Prefabricated wood  Total 2012 12,012
building manufacturing
All other Total 2012 25,547

miscellaneous wood
product manufacturing
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Number of
nonemployer
establishments
24,816
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Meaning of Type of Nonemployer

Geographic area :
grap operation or tax Year value of sales,

2012 NAICS code | ™Meaning of 2012

name NAICS code status. cad hi i
Bar code: 3527948- 01 C- Bé’- BTNV - I nvesti gation - shipments,
receipts,
revenue, or
business done
($1,000)
United States 321 Wood product Total 2012 1,210,211
manufacturing
United States 321113 Sawmills Total 2012 N
United States 321114 Wood preservation  Total 2012 N
United States 321211 Hardwood veneer and Total 2012 N
plywood
manufacturing
United States 321212 Softwood veneer and Total 2012 N
plywood
manufacturing
United States 321213 Engineered wood Total 2012 N
member (except truss)
manufacturing
United States 321214 Truss manufacturing Total 2012 N
United States 321219 Reconstituted wood Total 2012 N
product manufacturing
United States 321911 Wood window and Total 2012 N
door manufacturing
United States 321912 Cut stock, resawing  [Total 2012 N
lumber, and planing
United States 321918 Other millwork Total 2012 N
(including flooring)
United States 321920 Wood container and [Total 2012 N
pallet manufacturing
United States 321991 Manufactured home [Total 2012 N

(mobile home)
manufacturing

United States 321992 Prefabricated wood  Total 2012 N
building manufacturing

United States 321999 All other Total 2012 N
miscellaneous wood
product manufacturing

N Not available or not comparable

Source: U.S. Census Bureau, 2012 Economic Census, 2012 Economic Census of Island Areas, and 2012 Nonemployer Statistics.

Note: The data in this file are based on the 2012 Economic Census, and the related programs listed above. To maintain confidentiality, the Census
Bureau suppresses data to protect the identity of any business or individual. The census results in this file contain sampling and nonsampling error.
Data users who create their own estimates using data from this file should cite the Census Bureau as the source of the original data only. For the full
technical documentation, see Methodology link in headnote above.

Symbols:

D - Withheld to avoid disclosing data for individual companies; data are included in higher level totals

N - Not available or not comparable

For a complete list of all economic programs symbols, see the Symbols Glossary
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chapter M-35.1, r. 57 Updated to 1 St November 2016
Joint Plan of Wood Producers of Beauce

Law on the marketing of agricultural, food and fisheries

(Chapter M-35.1, s. 81)
RRQ 1981, c. M-35, . 61 ; Decision 3476, s. 1.

1. Purposeof the Plan: The Plan is to:

a ) search for, arrest and apply rational production standards could prevent the waste of
woodlots and avoid overproduction;

b ) search for, arrest and apply measures to maintain, expand and improve the quality
standards;

c ) find and use ways to improve production conditions, to lower the cost and increase
performance;

d) to market the product, monitor the various phases and use the time and deemed appropriate
by the most appropriate means:

i . the sale pooling and all its terms, as provided by section 98 of the Act on the marketing of
agricultural, food and fish products (chapter M-35.1);

i . the negotiation and signing of agreement by means of a representative body, with other
persons also involved in the marketing of their price, the cost of services and any conditions that
encourage the continuation of all items Plan;

e ) seek the most advantageous opportunities and new markets;
f) seek ways to ensure equitable sharing between producers of market opportunities;

g) seek and implement ways to protect the producer against the unjustified loss of an outlet for
its product and losses resulting from the insolvency of any person engaged in the marketing of its
products or otherwise;

h ) use the means by which, in due course, to ensure the same price to each producer for an
identical product of the same quantity and of equal quality;

i) seek and implement ways to reduce expenses, other than cost of production, which are likely
to influence the price paid to the producer for his product;

j) seek and implement ways to ensure each producer all relevant services in the marketing and
correcting inequalities in obtaining these services;

k) seek and implement ways to establish direct relations between the product processor and
the producer;

| ) cooperate with any person engaged in product marketing to increase and improve the flow
and in seeking solutions to conflicts;

m ) cooperate with any organization on the provincial and national level for product marketing
within and outside Québec;

n) conduct or conduct investigations to achieve the objects of the plan and take appropriate
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0 ) appoint a syrdicates iz syealiny. prodegarsy POWeES: ofad daoard of producers, within the
meaning of the Marketing Act of agricultural, food and fisheries, care to pursue the objects of this
Plan and ensure it the material means to achieve this goal.

RRQ1981,c.M-35,r.61,a.1.
2. Designation: The Plan is designated as the Joint Plan of Wood Producers of Beauce.

The Plan covers the territory included within the boundaries of the regional county municipalities
of Beauce-Sartigan, Robert-Cliche and Nouvelle-Beauce (with the exception of the Municipality
of Saint-Lambert-de-Lauzon); the municipalities of East-Broughton, Sacré-Coeur-de-Jesus and
St. Clothilde, the part of the Municipality of Saint-Pierre-de-Broughton included in the Broughton
Township and part of the Municipality of Adstock range Adstock in the Canton regional
municipality Asbestos County; Municipal de Courcelles, Lac Drolet Lambton, Saint-Ludger,
Saint-Robert-Bellarmin and San Sebastian in the Regional Municipality Granite County; the
municipalities of Lac Etchemin, Saint-Benjamin, Saint-Cyprien, Saint-Louis-de-Gonzague Saint-
Luc-de-Bellechasse, Saint-Prosper Saint-Zacharie, Sainte-Aurélie, Sainte-Justine and St. Rose-
de-Watford in the regional County municipality of Etchemins; the municipalities of Saint-Anselme,
Saint-Léon, St. Malachi, St. Nazaire and St. Clair in the Regional Municipality of Bellechasse
County.

RRQ 1981, c. M-35,r.61, a. 2 ; Decision 3476, s. 2 ; Decision 7872,s. 1.

3 . Designated Products: The plan is to put into softwood and hardwood market and
biomass hemlock of the Beauce region, from the woodlands of the producers concerned.

RRQ 1981, c. M-35,r. 61, a. 3 ; Decision 3476, s. 3 ; Decision 7654, s. 1 ; Decision 8894,s. 1.

4 . Quality required to be an interested producer: For the purposes hereof, an interested
producer is any person, owner of an afforestation at least 4 ha situated within the territory
described in Article 2, which commercializes hardwood and softwood and biomass hemlock from
this afforestation.

RRQ 1981, c. M-35,r.61, a. 4 ; Decision 7654, s. 2 ; Decision 7872, s. 2 ; Decision 8894, s.2 .

5. Legal extension: The Plan is enforceable and binding regulates all current and coming
producers who possess the quality and meet the conditions defined in the preceding articles, as
well as any person engaged in the development of the agricultural product market covered by
the Plan.

RRQ 1981, c. M-35,r.61,a.5.

6 . Monitoring and administration: The implementation, management, monitoring and
administration of the Plan entrusted to the Association of Woodlot Owners of Beauce. The
Association is headquartered in Saint-Georges-Ouest, Beauce.

RRQ 1981, c. M-35,r.61, a. 6 ; Decision 3476, s. 4 ; Decision 8438,s.1 .

7 . Agent negotiation and sale: The bargaining agent and map sales agent is the
Association or his delegate.

RRQ 1981,c. M-35,r.61,a. 7 ; Decision 8438,s. 1.

8. Duties, obligations and commitments of producers: The producer must:
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a) comply with alidhe degisions andallhegegwations adopied,hy the Board of Directors of the
Association in the exercise of powers which he is invested under the Marketing Act of
agricultural, food and fisheries (chapter M-35.1);

b ) honor any agreement and any contract awarded by the Association, or his delegate, in the
exercise of its powers and duties of administrator of the Plan;

c) notify the Association, upon request, the extent and composition of its forest reserves and its
potential for cutting;

d) notify the Association of any disease affecting his product as a result of significantly reduced
production or affect the quality;

e ) provide the Association with any information deemed useful for the effective implementation
of the Plan;

f) respect the cutting quotas and sales provided by the Association;

g ) comply with the quality standards established by the competent authority and to submit to
any inspection to verify the standards for the product;

h ) identify the product brand adopted by the Association which designates it as a product
covered by the Plan;

i) entrust the Association the exclusive right to sell the product concerned;

j ) sell, upon request all or a specified portion of the product subject to the buyer or buyers,
agent-buyer or buyers-agents appointed by the Association;

k) use the mode of transport and the carrier, the manner of storage and warehouse designated
by the Association;

I) will ship the product subject to the place designated by the Association;
m ) meet delivery quotas established by the Association;

n) pay the costs of organizing and administration of the Plan, and the costs of negotiating and
marketing, according to the amount and conditions as the Association shall establish and, if
necessary, authorize the Association to receive the money;

0 ) to pay its share of any amount due to a carrier or a warehouse designated by the
Association in accordance with procedures established by the Association and to authorize,
where appropriate, any buyer to deduct that part of the price sales and to remit it to the
Association or to any person designated by it.

RRQ 1981, c. M-35,r. 61, a. 8 ; Decision 8438, s. 1 .

9. Duties of the Association as a producers, bargaining agent and selling agent: The
duties of the Association are:

a) perform every duty and obligation that the Law on the marketing of agricultural, food and fish
products (chapter M-35.1) requires a producers;

b) devote themselves to the pursuit of the objects of the Plan;

c) as administrator of the Plan, keep separate accounts of the occupational union.
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10 . Powers and duties of the Association as a producers, bargaining agent and
selling agent: The Association may:

a) stop cutting conditions, storage, handling or moving the product covered by the Plan;

b) limit the production, cutting and sale of the product concerned and prohibit the marketing in
violation of the established quota or quota, and make cutting quotas and sales to producers
bound by the Plan;

c) set a provisional price before the sale and prescribe the terms of payment;
d) retain sales subagents services and define their powers and duties;

e ) within the limits of the powers granted by the Marketing Act of agricultural, food and fish
products (chapter M-35.1), sign any contract and thus, link each producer concerned, governed
by the plan;

f) stop a distinctive mark or marks identifying the product producers as to quality and as a
product subject to the Plan, and impose the use of such marks;

g) ensure the quantity, standards and qualities of the product under required by buyers require
producers to meet these requirements and, if necessary, use other sources to meet these
commitments;

h) establish assembly stations for the delivery of the product subject to the Plan, as well as joint
sales posts;

i) retain the services of carriers, warehousemen and any other intermediary whose intervention
is necessary for the affected product from the market;

j ) ensure the payment of services provided by carriers, warehousemen and any other
intermediary whose intervention is necessary for product marketing of the contemplated and
determine the share to be borne by each producer and the method of collecting;

k) require, with the authorization of the board of agricultural and food markets in Quebec,
manufacturers, buyers, carriers, warehouse or any other person engaged in marketing with
whom he contracts a guarantee responsibility or proof of financial solvency;

I') to negotiate with any person required to do under the Act on the marketing of agricultural,
food and fisheries, all the conditions of marketing and specifically:

i . Product Sales Price target and any service required for marketing;
ii . the terms, conditions and price of transport;

iii . the terms, conditions and prices of storage or any other service related to the implementation
of the product under the Plan market;

iv . assessing the quality and quantity of the product by appointed and competent
representatives of the Association;

v . quality standards and inspection and measuring or weighing;

vi . the priorities to be given to producers governed by the Plan in terms of sourcing buyers, and

the volumes of wood and yew biomass of Canada that they will buy producer governed by the
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vii . the application of a quota system;

viii . the retention by the purchaser modes of the contributions needed to finance the Plan and
provided to the Association, and any sum required to ensure payment of services rendered by
intermediaries and surrender to the Association;

ix . conditions for monitoring the payment of the product price subject to the Plan following its
use, including obtaining information and documents required for such monitoring;

x . the conditions of payment of the purchase price;

xi . the length of contracts and the renewal conditions as well as allowing the reopening of
negotiations;

xii . As on the occasion of the signing of an agreement in the course of its execution, settlement
and arbitration procedure;

xiii . the nature of the guarantee responsibility or proof of financial responsibility;

xiv . keeping records showing transactions with producers, the use of the product received, form
and frequency of reports, as well as the production of documents establishing transactions and
use;

m ) adopt the financial participation of each producer in the administration of the Plan, as well as
the method of levying such participation;

n ) establish good relations committee to study the producers of objections relating to the
implementation of the Plan and determine the regulations;

0 ) obtain from producers all information deemed useful for the effective implementation of the
Plan, such information to be kept confidential;

p) conduct or conduct any kind of investigation to help achieve the goals of the Plan;

g ) cooperate with similar organizations in Canada for marketing outside Quebec, the product
covered by the plan and exercise for this purpose the powers and perform the duties that result
him of any law of another jurisdiction.

RRQ 1981, c. M-35,r.61, a. 10 ; Decision 7654, s. 3 ; Decision 8438,s. 1.
11 . Administration of the Plan:

1. The Plan is administered by the Association of Woodlot Owners of Beauce.

2 . The directors of the Association shall be of the producers concerned within the meaning of
Article 4.

3 . The replacement mode of election or appointment of directors is as provided by the
regulations of the Association.

4 . The Association shall call and hold at least one time every year, a general meeting of all
producers bound by the Plan, and will report its mandate.

5. If the Association does not represent, in the opinion of the Board, the majority of producers

bound by the Plan, it must declare, after hearing7 the parties, that a producers' board will be
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This producers' board is composed of seven directors elected by producers interested in a
special general meeting called for that purpose by the Board. Subsequent directors are elected
by producers during their annual meeting.

The Office of producers and directors have the powers, duties and powers that are granted to
the Association hereunder, and the assets and liabilities of the Association it has obtained the
administrator of the Plan are transferred to that producers' board in the manner prescribed by
the Board.

If the Association can demonstrate subsequently, to the satisfaction of the Board, it is again the
absolute majority of the producers concerned, the board may, by following the same procedure
as above, entrust the administration and the execution of the Plan. The producer board is then
abolished, and its assets and liabilities transferred to the Association in the manner prescribed by
the Board.

RRQ 1981, c. M-35,r. 61, a. 11 ; Decision 3476, s. 5 ; Decision 8438,s. 1.

12 . Financing: The administration and implementation of the Plan are financed by a
contribution which must be paid by all producers bound by the Plan, in the manner specified by
the Association of woodlots in the Beauce.

The amount of the contribution is determined by laws of the Association, approved by the
producers in general meeting and by the Board before coming into effect.

The method of collecting the contribution is determined by laws of the Association approved by
the Board before coming into effect.

Contributions to the Association, under the Act on the marketing of agricultural, food and fish
products (chapter M-35.1), to be used to defray the expenses of the administration and
implementation Plan.

RRQ 1981, c. M-35,r.61, a. 12 ; Decision 3476, s. 6 ; Decision 8438,s.1.

REFERENCES

RRQ 1981, c. M-35, 1. 61
Decision 3476 1982 GO 2, 3899
SQ 1990, c. 13, a. 217

Decision 7654, 2002 GO 2, 7405
Decision 7872, 2003 GO 2, 3835
Decision 8438, 2005 GO 2, 6271
Decision 8894 2007 GO 2, 4497
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AFFIDAVIT OF C.CHARLES LUMBERT

I, C.Charles Lumbert, do hereby certify and say:

1. My name is C.Charles Lumbert. I am President and co-owner of Moose River
Lumber Company in Jackman, ME, a town approximately 15 miles south of the
Main/Quebec border.

2. I have been President of Moose River lumber Company for 25 years, and have been
in the lumber industry for 35 years. Our mill produced 100 million board feet of
softwood lumber in 2000.

3. Our mill, like many other U.S. mills, has frequently needed a larger supply of logs.
As a result, U.S. mills have imported logs from private land in Quebec on many
occasions. For example, we purchased approximately 17 million board feet of
Quebec private logs in 2000.

4, U.S. mills encounter extreme difficulty importing any logs from Quebec public lands,
however. Partly this is because public logs are already allocated to Quebec tenure-
holders who have their own local mills to process them. Yet even where a Quebec
tenure-holder is willing to sell its logs, export permit requirements generally make
this practically impossible.

5. Due to their cheap price, I have made a number of inquiries into purchasing logs from
public lands in Quebec. When 1 have made inquiries into purchasing logs from
public lands in Quebec, I have been told that these logs are not available for purchase
by U.S. mills.

6. Our company would buy logs from public lands in Quebec if these logs were
available for purchase,

7. To the best of my knowledge, there are no restrictions on the ability of Canadian .
purchasers to buy timber in the United States. In Maine, they can and frequently do
s0, both directly and also through their U.S. affiliates. I personally am familiar with a
Canadian sawmill operation, which outbid a U.S. contractor who would have sold the
timber to my sawmill, and the timber was shipped to Canada.
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8. Capadian purchasers can purchase timber from U.S. landowners at the same market
price as any other U.S. company. In addition, Canadian producers that own timber in
the United States can either sell their timber to the U.S. at market price, or ship the
logs to Canada without restriction.

@/Chaﬂes Lumbert

Swom to me on this /& J4 day of March in the County of _ S,z nse 7. in the
State of Maine.

éﬁ- /b ﬁ - ﬁ Notary Public

My commission expires: —Z7p 72 R00.3
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Copyright (c) Queen's Printer, . LIC_ense
Victoria, British Columbia, Canada Disclaimer

This Act is Current to November 23, 2016

This Act has "Not in Force" sections. See the Table of Legislative Changes.

UTILITIES COMMISSION ACT
[RSBC 1996] CHAPTER 473

Contents
1 Definitions

Part 1 — Utilities Commission
2 Commission continued
2.1 Application of Administrative Tribunals Act
3 Commission subject to direction
4 Sittings and divisions
5 Commission's duties
6 Repealed
7 Employees
8 Technical consultants
9 Pensions
9.1 Chief operating officer's duties
10 Secretary's duties
11 Conflict of interest
12 Obligation to keep information confidential
13 Annual report

Part 2
14— Repealed
20
Part 3 — Regulation of Public Utilities
21 Application of this Part
22 Exemptions
23 General supervision of public utilities
24 Commission must make examinations and inquiries
25 Commission may order improved service
26 Commission may set standards
27 Joint use of facilities
28 Utility must provide service if supply line near
29 Commission may order utility to provide service if supply line distant
30 Commission may order extension of existing service
31 Regulation of agreements
32 Use of municipal thoroughfares
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33
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40
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44.1

44.2
45
46
47
48
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51
52
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58.1
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60
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64

Part 3.

64.01
64.04

Part 4
64.1
65

66

67

Part 5
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Dispensing with municipal consent

Order to extend service in municipality

Other orders to extend service

Use of municipal structures

Supervisors and inspectors

Public utility must provide service

No discrimination or delay in service
Exemption for part of municipality

No discontinuance without permission

Duty to obey orders

Duty to provide information

Duty to keep records

Long-term resource and conservation planning
Expenditure schedule

Certificate of public convenience and necessity
Procedure on application

Order to cease work

Cancellation or suspension of franchises and permits
Accounts and reports

Commission approval of issue of securities
Restraint on capitalization

Restraint on disposition

Consolidation, amalgamation and merger
Reviewable interests

Appraisal of utility property

Depreciation accounts and funds

Reserve funds

Commission may order amendment of schedules
Rate rebalancing

Discrimination in rates

Setting of rates

Rate schedules to be filed with commission
Schedules must be available to public
Schedules must be observed

Orders respecting contracts

1
Repealed

— Carriers, Purchasers and Processors
Definition

Common carrier

Common purchaser

Common processor

— Electricity Transmission
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70
71
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Part 6
72
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99
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Part 8
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Definitions

Repealed

Use of electricity transmission facilities
Energy supply contracts

Gas marketers

— Commission Jurisdiction
Jurisdiction of commission to deal with applications
Mandatory and restraining orders
Inspections

Commission not bound by precedent
Jurisdiction as to liquidators and receivers
Power to extend time

Evidence

Findings of fact conclusive
Commission not bound by judicial acts
Pending litigation

Power to inquire without application
Action on complaints

General powers not limited

Hearings to be held in certain cases
Public hearing

Repealed

When oral hearings not required
Recitals not required in orders
Application of orders

Withdrawal of application

Partial relief

Commencement of orders

Orders without notice

Directions

Repealed

Lien on land

Substitute to carry out orders
Entry, seizure and management
Defaulting utility may be dissolved

— Decisions and Appeals

Reconsideration

Requirement for hearing

Appeal to Supreme Court or Court of Appeal
Stay on appeal

Costs of appeal

Case stated by commission

Jurisdiction of commission exclusive

— Offences and Penalties
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Part 8.

109.1
109.2
109.3
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Part 9
110
111
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114
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116
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119
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121
122
123
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125
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125.2
126
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Offences

Restraining orders

Repealed

Remedies not mutually exclusive

1 — Administrative Penalties
Contraventions

Administrative penalties

Notice of contravention or penalty

Due date of penalty

Recovery of penalty from ratepayers prohibited
Enforcement of administrative penalty
Revenue from administrative penalties
Limitation period

— General

Powers of commission in relation to other Acts
Substantial compliance

Vicarious liability

Public utilities may apply

Municipalities may apply

Certified documents as evidence

Class representation

Costs of commission

Participant costs

Tariff of fees

No waiver of rights

Relationship with Local Government Act
Repealed

Service of notice

Reasons to be given

Regulations

Minister's regulations

Adoption of reliability standards, rules or codes
Intent of Legislature

Page 4 of 77

Definitions
1 In this Act:

"appraisal” means appraisal by the commission;
"authority" means the British Columbia Hydro and Power Authority;
"British Columbia's energy objectives" has the same meaning as
in section 1 (1) of the Clean Energy Act;
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"commission" means the British Columbia Utilities Commission
continued under this Act;

"compensation” means a rate, remuneration, gain or reward of any
kind paid, payable, promised, demanded, received or expected,
directly or indirectly, and includes a promise or undertaking by a
public utility to provide service as consideration for, or as part of, a
proposal or contract to dispose of land or any interest in it;

"costs" includes fees, counsel fees and expenses;

"demand-side measure" has the same meaning as in section 1 (1)
of the Clean Energy Act;

"distribution equipment” means posts, pipes, wires, transmission
mains, distribution mains and other apparatus of a public utility used
to supply service to the utility customers;

"expenses" includes expenses of the commission;

"petroleum industry" includes the carrying on within British
Columbia of any of the following industries or businesses:

(a) the distillation, refining or blending of petroleum;

(b) the manufacture, refining, preparation or blending of
products obtained from petroleum;

(c) the storage of petroleum or petroleum products;

(d) the wholesale or retail distribution or sale of petroleum
products;

(e) the wholesale or retail distribution or sale of liquefied or
compressed natural gas;

"petroleum products” includes gasoline, naphtha, benzene,
kerosene, lubricating oils, stove oil, fuel oil, furnace oil, paraffin,
aviation fuels, liquid butane, liquid propane and other liquefied
petroleum gas and all derivatives of petroleum and all products
obtained from petroleum, whether or not blended with or added to
other things;

"public hearing" means a hearing of which public notice is given,
which is open to the public, and at which any person whom the
commission determines to have an interest in the matter may be
heard;
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"public utility" means a person, or the person's lessee, trustee,
receiver or liquidator, who owns or operates in British Columbia,
equipment or facilities for

(@) the production, generation, storage, transmission, sale,
delivery or provision of electricity, natural gas, steam or any
other agent for the production of light, heat, cold or power to or
for the public or a corporation for compensation, or

(b) the conveyance or transmission of information, messages or
communications by guided or unguided electromagnetic waves,
including systems of cable, microwave, optical fibre or
radiocommunications if that service is offered to the public for
compensation,

but does not include

(c) a municipality or regional district in respect of services
provided by the municipality or regional district within its own
boundaries,

(d) a person not otherwise a public utility who provides the
service or commodity only to the person or the person's
employees or tenants, if the service or commodity is not resold
to or used by others,

(e) a person not otherwise a public utility who is engaged in the
petroleum industry or in the wellhead production of oil, natural
gas or other natural petroleum substances,

(f) a person not otherwise a public utility who is engaged in the
production of a geothermal resource, as defined in the
Geothermal Resources Act, or

(g) a person, other than the authority, who enters into or is
created by, under or in furtherance of an agreement designated
under section 12 (9) of the Hydro and Power Authority Act, in
respect of anything done, owned or operated under or in
relation to that agreement;

"rate" includes

(@) a general, individual or joint rate, fare, toll, charge, rental or
other compensation of a public utility,

(b) a rule, practice, measurement, classification or contract of a
public utility or corporation relating to a rate, and

(c) a schedule or tariff respecting a rate;
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"service" includes

(@) the use and accommodation provided by a public utility,
(b) a product or commodity provided by a public utility, and

(c) the plant, equipment, apparatus, appliances, property and
facilities employed by or in connection with a public utility in
providing service or a product or commodity for the purposes in
which the public utility is engaged and for the use and
accommodation of the public;

"tenant" does not include a lessee for a term of more than 5 years;

"value" or "appraised value" means the value determined by the
commission.

Part 1 — Utilities Commission

Commission continued

2 (1) The British Columbia Utilities Commission is continued consisting of
individuals appointed as follows by the Lieutenant Governor in Council
after a merit-based process:

(@) one commissioner designated as the chair;

(b) other commissioners appointed after consultation with the
chair.

(2) The Lieutenant Governor in Council, after consultation with the chair,
may designate a commissioner appointed under subsection (1) (b) as a
deputy chair.

(3) The chair may appoint a deputy chair or commissioner to act as chair
for any purpose specified in the appointment.

(4) [Repealed 2015-10-189.]

(4.1) Section 47 (2) of the Administrative Tribunals Act applies to the
commission respecting an order for costs under sections 117 and 118 of
this Act.

(5) The chair is the chief executive officer of the commission and has
supervision over and direction of the work of the other commissioners and
the chief operating officer.

Application of Administrative Tribunals Act
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(3) The following decision and orders of the commission are of no force or
effect to the extent that they require the authority to do anything for the
purpose of changing revenue-cost ratios:

(@) 2007 RDA Phase 1 Decision, issued October 26, 2007;
(b) order G-111-07, issued September 7, 2007;

(c) order G-130-07, issued October 26, 2007;

(d) order G-10-08, issued January 21, 2008,

and the rates of the authority that applied immediately before this section
comes into force continue to apply and are deemed to be just, reasonable
and not unduly discriminatory.

(4) [Repealed RS1996-473-58.1 (5).]
(5) Subsection (4) is repealed on March 31, 2010.

(6) Nothing in subsection (3) prevents the commission from setting rates
for the authority, but the commission, after March 31, 2010, may not set
rates for the authority such that the revenue-cost ratio, expressed as a
percentage, for any class of customers increases by more than 2
percentage points per year compared to the revenue-cost ratio for that
class immediately before the increase.

Discrimination in rates

59 (1) A public utility must not make, demand or receive

(@) an unjust, unreasonable, unduly discriminatory or unduly
preferential rate for a service provided by it in British Columbia,
or

(b) a rate that otherwise contravenes this Act, the regulations,
orders of the commission or any other law.

(2) A public utility must not

(@) as to rate or service, subject any person or locality, or a
particular description of traffic, to an undue prejudice or
disadvantage, or

(b) extend to any person a form of agreement, a rule or a
facility or privilege, unless the agreement, rule, facility or
privilege is regularly and uniformly extended to all persons
under substantially similar circumstances and conditions for
service of the same description.
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(3) The commission may, by regulation, declare the circumstances and
conditions that are substantially similar for the purpose of subsection (2)

(b).
(4) It is a question of fact, of which the commission is the sole judge,

(a) whether a rate is unjust or unreasonable,

(b) whether, in any case, there is undue discrimination,
preference, prejudice or disadvantage in respect of a rate or
service, or

(c) whether a service is offered or provided under substantially
similar circumstances and conditions.

(5) In this section, a rate is "unjust" or "unreasonable" if the rate is

(a) more than a fair and reasonable charge for service of the
nature and quality provided by the utility,

(b) insufficient to yield a fair and reasonable compensation for
the service provided by the utility, or a fair and reasonable
return on the appraised value of its property, or

(¢) unjust and unreasonable for any other reason.

Setting of rates

60 (1) In setting a rate under this Act

(a) the commission must consider all matters that it considers
proper and relevant affecting the rate,

(b) the commission must have due regard to the setting of a
rate that

(i) is not unjust or unreasonable within the meaning of
section 59,

(ii) provides to the public utility for which the rate is set a
fair and reasonable return on any expenditure made by it
to reduce energy demands, and

(iii) encourages public utilities to increase efficiency,
reduce costs and enhance performance,

(b.1) the commission may use any mechanism, formula or
other method of setting the rate that it considers advisable, and
may order that the rate derived from such a mechanism,
formula or other method is to remain in effect for a specified
period, and
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Home > Energy in B.C. > Customer-Based Generation & BC Hydro

Customer-Based Generation & BC Hydro

Power from you, with help from us

Power production is not your core business. That's why we’ve developed Integrated Customer
Solutions (ICS), a process that evaluates customer-based generation projects greater than 50
kilowatts and offers solutions to help deliver on their potential.

Do you have a smaller generation project? Our Net Metering Program is designed
for customers who wish to connect a small electricity generating unit (50 kW or less) to the BC
Hydro distribution system.

What is Integrated Customer Solutions?

ICS is the framework that BC Hydro will use to evaluate customer-based Alternative positioning

generation projects and ensure that they are directed to the appropriate of ICS video if it can’t
offer. At the top of the list of priorities is ensuring customers displace be placed in body of
their own electrical load first. page

Through ICS, we will support customer-based generation projects with
financial incentives, agreements to purchase the electricity from the

. . See also
project, or a combination of the two.

Distribution Generator
Interconnections

Embed ICS video housed on YouTube — Image

to come Transmission Standard

Generator Interconnection
Procedures

Project Incentives:
Transmission

Project Incentives:
Distribution

Standing Offer Program

Filed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Subnission Status: Approved



Bar code: 3527948-01 C-122-858 I NV - Investigation

Watch this short video to learn about ICS through the experiences of
Nechako Green Energy Ltd.

Why customer load displacement is the priority

Load displacement and demand side management (DSM) are the most
cost-effective ways to meet British Columbia's electricity needs. By
encouraging customers to displace load first, BC Hydro is able to ensure
rates are kept low.

Customers will enjoy the benefits of a financial incentive plus rate
savings from the power they no longer have to purchase from BC Hydro.

The basics of evaluation

The ICS project review team will evaluate each project and direct
customers according to the following:

1. Eligible projects that displace all or part of the customer's site
electrical load may apply for financial incentives.

2. Eligible projects that produce sufficient surplus electricity to the
customer's site electrical load may apply for a financial incentive for
the load displacement portion of the project and may receive an
Electricity Purchase Agreement (EPA) for the surplus.

3. Projects that are not eligible for a Load Displacement incentive
may be directed to apply for an Energy Procurement solution e.g.
(Net Metering or Standing Offer Program).

Integrated Customer Solutions, step by step

To initiate a project through ICS, you need to take the following steps:

1. Contact your Key Account Manager or send us an email. You will
need to complete the Load Displacement Pre-Screening
Assessment (LDPA) [PDF, 103 KB] or equivalent to investigate the
technical and financial basis for the load displacement opportunity
and determine if the project should continue through ICS or apply
for an Energy Procurement solution.

2. If your proposed project is going to continue through ICS, you will
need to complete the requirements of a Load Displacement
Feasibility Study (LDFS) [PDF, 125 KB] or equivalent. The LDFS is
part of a proposal that will need to be submitted.

3. If we determine your project proposal should proceed, either
through ICS or through an application for an Energy Procurement
solution, you may enter into discussion of contract terms. This
applies only to projects in excess of 1 MW — standard contract
terms apply to projects of 1 MW or smaller.

4. Once a contract is in place, you can begin construction of the
project. However, if the project has an EPA component, the EPA
may need to be approved by the British Columbia Utilities
Commission (BCUC) before proceeding to construction. The EPA
can be terminated if it is not approved by the BCUC.

Net Metering
Program (customer-based
generation for projects 50
kW and less)

Are you a local
government?

BC Hydro has developed a
tool to support local
governments in identifying
and assessing their resource
potential to generate
electricity or offset their

energy use.

Please read the Generating
Renewable Electricity: A
Self-Assessment Tool for
BC Local Governments [PDF,
1.8 MB] to learn more about
opportunities in your

community.
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For more information on this process, see the Integrated Customer
Solutions Process Flowchart [PDF, 134 KB].

Connecting to the grid

Customers should be aware of the interconnection process that will
need to be coordinated with the ICS process.

For more information see:

Distribution Generator Interconnections

Transmission Standard Generator Interconnection Procedures
Co-funding options and related offers

BC Hydro has co-funding options aimed at getting you expert help
during the application process, plus incentives for load displacement
projects and contracts for the purchase of electricity.

Load Displacement Pre-Screening Assessment (LDPA)
consultation

Customers may apply to BC Hydro to co-fund a consultant to perform
the LDPA. BC Hydro will pay 50% of the LDPA up to $5,000. However, if
the project is directed to apply for an Energy Procurement solution
without a load displacement component, BC Hydro will not be able to
provide funding for the LDPA.

Load Displacement Feasibility Study (LDFS) consultation

Customers may apply to BC Hydro to co-fund a consultant to perform
the LDFS. BC Hydro will pay 50% of the LDFS up to $50,000. However,
if the project is directed to apply for an Energy Procurement solution
without a load displacement component, BC Hydro will not be able to
provide funding for the LDFS.

Load Displacement Incentive

Customers with eligible projects may apply to BC Hydro for financial
incentives to displace all or part of the customer's site electrical load.
These incentives will be modelled after our Project Incentives:
Transmission or Project Incentives: Distribution (the $500,000 max
distribution incentive cap has been removed), depending on the
customer's rate class. Before providing an incentive estimate, the ICS
project review team will need to discuss the project with the customer.

Electricity Purchase Agreement

Although the priority for ICS is to displace load first, if the project has
sufficient surplus generation to the customer's site electrical load,

BC Hydro may negotiate an Electricity Purchase Agreement (EPA) with
the customer for the surplus electricity.
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For more information on Integrated Customer Solutions, please contact
your Key Account Manager or send us an email.

Last Modified: Nov 7, 2012

e Who We Are

e Planning & Regulatory
e Community

e Careers

e Safety

e Contact Us

e Newsletters

J.My Profile Log out
Log in

News

Power Smart
Guides & Tips
Energy in BC
Rebates & Savings
Accounts & Billing

Copyright © 2012 BC Hydro. All Rights Reserved
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e Site Index
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Introduction
Bar code: 3527948- 01 C-122-858 I NV - |nvestigation

These program rules (“Program Rules”), as amended from time to time, apply to the second extended-NIER Program
(“NIER Program™) for the one year period commencing April 1, 2016 and ending March 31, 2017.

The program rules for the original NIER Program, which existed for the period of April 1, 2010 to March 31, 2013 (the
“Original NIER Program”), continue to apply in the form and manner in which they existed on December 14, 2012 to
the rebate period from April 1, 2010 to March 31, 2013.The program rules for the first extended NIER Program which
existed for the pertod of April 1, 2013 to March 31, 2016 (the “Extended NIER Program”), continue to apply in the form
and manner in which they existed on November 14, 2013 to the rebate period from April 1, 2013 to March 31, 2016.

Current Participants will be required to enter into an agreement to amend existing conditional funding agreements
entered into with the Ministry of Northern Development and Mines {"MNDM”) under the Exiended NIER Program, or a
new conditional funding agreement at MNDM’s sole discretion. Selected new applicants will be required to enter into
new conditional funding agreements with the MNDM. Rebates are subject to the NIER Program Agreement’s terms
and conditions, as may have been amended. In the event of a conflict or inconsistency between the NIER Program
Agreement and the Program Rules, the NIER Program Agreement shall prevail.

“Qualifying Participants” means collectively the Current Participants and selected new applicanis.

‘NIER Program Agreement(s)” means, as applicable, either an individual one of the following or collectively all of the

1} NIER Program conditional funding agreements with new selected applicants in accordance with the Program
Rules, and

2) NIER Program conditional funding agreements with Current Participants as amended by agreement in
accordance with the Program Rules.

“Current Participant” means an Extended NIER Program participant with whom MNDM had entered inio a signed
Extended NIER Program agreement prior to March 31, 2016 or sub-metered indirect Extended NIER Program
participants existing prior to March 31, 2016, and in all cases who have met the eligibility requirements for Current
Participants set out in these Program Rules.

1.0 Program Overview

In Northern Ontario and across the world, industries are investing in energy conservation programs and infrastructure
to foster and maintain a globally competitive advantage.

Northern Ontario’s largest forestry, mining and steel production companies are also its largest electricity consumers
and continue to be cornerstones of the northern economy. Promising new economic development opportunities and
growth in the knowledge based economy are fuelling innovation and rapid technological advancement in these
traditional industries. Improving performance of equipment and/or production processes provides energy and non-
energy related benefits that may include:

« Increased system efficiency and reduced energy consumption

«  Greater reliability and reduced maintenance costs

+ Improved financial performance increasing competitiveness, and
» Reduced environmental impact

New technologies and a growing “culture of conservation” are shifting the view of energy as a manageable inpuf to
production in the global economy.

The Original NIER Program was a three-year program that provided approximately $340 million in electricity rebates
to eligible large industrial companies located in Northern Ontario. The Original NIER Program rebate period ended on
March 31, 2013. The Extended NIER Program was a three-year program extension that provided approximatety $336
million in electricity rebates to etigible large industrial companies located in Northern Ontario. The Extended NIER

ra iod h 3 .
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The Ontario government is extending the Extended NIER Program for one year to continue supporting Northern
Ontario’s largest industrial efectrigity consumers in their efforts to reduce iheir electricity costs, in order to sustain jobs
and maintain global competitiveness. The NIER Program will operate over the fiscal year! 2016-17 (ending on March
31, 2017) with an annual spending limit of up to $120 million for the fiscal year for electricity price relief, subject to

approval of annua! program funding. The program will continue to be administered by MNDM.

The NIER Program is a non-entitlement, discretionary program and is subject to, among other things, meeting and
maintaining ali eligibility and program requirements. Qualifying levels of eligible electricity consumption must be, as
measured and verified through approved metering installations, hoth

() purchased directly or have historically purchased as a sub-metered customer from the Independent Electricity
System Operator ("IESO"} administered electricity market or from a loca! distribution company, including
Hydro One Inc., and

(i) consumed at each of the individual qualifying facilities.

The NIER Program will provide Qualifying Participants with an electricity cost rebate of two cents per kwh of
electricity consumed during the period provided for in the NIER Program Agreement, where such consumption is
verified in accordance with these Program Rules and the NIER Program Agreement, subject to the foliowing:

Rebates and Rebate Caps
Facility Annual Caps

Subject to the Full Funding Annual Cap, described below, the annual rebate for each eligible faciiity will be capped
("Facility Annual Cap”®) based upon that facility’s eligible electricity consumption for 2011-12. Prior to entering into
any NIER Program Agreement, the determination of Facility Annual Caps may be reduced by MNDM, at its
discretion, taking into cansideration any structural reductions of eligible electricity consumption from the 201 1-
2012 period. In addition, prior to entering into any NIER Program Agreement with Current Participants that are,
and those Current Participants previously associated with, sub-metered indirect Current Participants, the
determination of Facility Annual Caps may be modified by MNDM, at its discretion, not to exceed the overall
previous facility annual caps based upon eligible electricity consumption for 2011-12, For new applicants, without
consumption history in 2011-12, or other period satisfactory to MNDM, the Facility Annual Cap will be the
applicant’s reasonable estimate of the faciiity’s first 12 months of eligibie electricity consumption as set out in its
Energy Management Plan {"EMP”), which estimate is subject to MNDM’s acceptance.

Qualifying Participant’s Overall Annual Caps

» The overall, aggregate annual rebate for each Qualifying Pasticipant will be capped (the “Full Funding Annual
Cap”) at a maximum amount of electricity consumption that shall be the lesser of:
{i) The aggregate of the Qualifying Participant’'s Facility Annual Caps; or,

(i) 1TWh (1,000,000 MWh} of electricity consumption for each recipient, per annum, resulting in a maximum
rebate of $20 miilion per year.

+ Rebates will be reduced if the sum of the weighted average annual Hourly Ontario Energy Price (HOEP) and
Global Adjustment is below 4.62 cents per kilowatt hour (kWh).

+ Rebate caps, including Facility Annual Caps, are not shareabie. Rebate caps, including Facility Annual Caps
may be transferable at MNDM's discretion, subject to any terms or conditions MNDM may impose.

The foregoing is subject to Section 3.2 of these Program Rules, inctuding limitations on NIER Program funding,
downward adjustments of all rebate caps, including Facility Annuai Caps, as a result of structural reductions of
consumption at a facility, reductions where a facility is no longer owned and controited by a participant Qualifying
Participant and other reductions as are provided for in the NIER Program Agreement.

1 References to “fiscal year" in these Program Rules means the Ontario government fiscal year, April 1, 2016 to March 31, 2017.
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All references in these Program Rules to electricity, including being “eligible” or "consumed” or "purchased",
means electricity purchased by a participant _cglieg_tlyzg_rSIg;gsq%ipaIllynpé.gqqgggpoq as a sub-metered customer from
either the IESO administered electricity market or from a local distribution company, inciuding Hydro One Inc. and
consumed at each of the individual facilities which is measured or verified by the IESO or a distribution company,
as the case may be, at an approved metering installation.

2.0 Program Objective

The objective of the NIER Program is {o assist Northern Ontario’s largest industrial electricity consumers develop and
implement long-term efficiency and sustainability measures. As an incentive program, the NIER Program is intended
to provide a bridge for Qualifying Participants to achieve greater electricity efficiency by committing to the
development and implementation of an EMP.

It is recognized that Northern Ontario’s industry sectors and individual companies have unique operating models,
techniques and production cycles which will influence the manner in which electricity conservation and efficiency
techniques are developed, measured and reported. It is also recognized that in some circumstances, the benefits of
implementing energy savings are not immediately realized and, in the case of new and ongoing capital projects, may
take several years to achieve desired results. It is also recognized that many companies in Northern Ontario have
already made significant investments in energy conservation through participation in the Original NIER Program and
the Extended NIER Program, capital projects and/or by participation in one of many energy conservation programs
administered by the IESO (and formerly by the Ontario Power Authority prior to its amalgamation with the IESO).

Acknowledging the unique circumstances of industry sectors, individual companies and efforts currently underway,
the NIER Program is intended to:

«  Support continuing efforts of companies already engaged in energy savings programs fo further advance their
objectives while assisting other companies to begin the process of comprehensive energy management
planning.

= Allow Qualifying Participants an opportunity to tailor and optimize their electrical savings and efficiency
projects and/or programs to the specific circumstances of their operations.

Supported by electricity rate rebates, it is the expectation of the NIER Program that by Qualifying Participants
committing to the development and implementation of a comprehensive EMP, energy efficiency and conservation
targets are achievable.

Through the successful implementation of an EMP, northern industries which are Qualifying Participants will continue
to maintain giobal competitiveness, create and protect jobs, and continue their substantial contribution to the overall
economic prosperity of Northern Ontario.

3.0 Eligibility

3.1 Current Participants

in order for Current Participants to participate in the NIER Program, they must be in good standing in respect of the
Extended NIER Program, unless decided otherwise by MNDM in its sole discretion, and they must enter into a NIER
Program Agreement.

Current Participants are not required to submit a new application, unless otherwise requested by MNDM, however,
Section 5.0 {(Administration) of these Program Rules sets out additional requirements for maintaining eligibility
throughout the duration of the program.
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3.2 New Applicants

Bar code: 3527948-01 C-122-858 I NV - |nvestigation
New applicants to the NIER Program must meet and maintain all the following criteria in order to be considered for
selection into the NIER Program. Section 5.0 (Administration) of these Program Rules sets out additional
requirements for maintaining eligibility throughout the duration of the program.

An application will not be considered f{o have been received unless it is determined by MNDM, in its sole and absolute
discretion, to be complete. An appiication will not be considered complete by MNDM unless ali of the application
materials, including a developed EMP and any additional information and documents requested by MNDM or its
agents, have been submitted by the applicant to MNDM's satisfaction within the time specified within these Program
Rules or by MNDM.

Applications, Available Funding and Caps

“Fuli Funding Annual Cap” has the meaning set out in Section 1 of these Program Rules.

“Rebate Funding Shortfall” means the difference between a selected new applicant's Full Funding Annual Cap and
the maximum rebate based on the Unallocated Funding at the effective date of its NIER Program Agreement.

“Unallocated Funding” means unallocated NIER Program funding, as determined by MNDM, which is approved and
available, determined as of the date a new applicant is selected for the NIER Program and permitted to enter into a
NIER Program Agreement.

“‘Applications in the Program Queue” means any complete NIER Program application that has been accepted but not
assessed by MNDM due to there being less than $1 million of unallocated and approved NIER Program funding, as
determined by MNDM, as at the date of the applicant’s complete application to the NIER Program.

Acceptance of Applications

Acceptance of new applications to the NIER FProgram will commence on, and be subject to receipt of, future notice
fram MNDM, which will be posted on the Website (see Section 5.0 (Administration)). The notice will specify the date
on which new applications may be accepted. Until such time and subject to such notice, MNDM will not be accepting
or evaluating new applications and any applications that may be received prior to such notice will not be accepted or
evaluated nor shall they be considered to be an Application in the Program Queue, subject to the foliowing paragraph.

Applications already submitted under the Extended NIER Program by applicants who are not Current Participants wilf
be considered and evaluated as new applications under the NIER Program, and will be assessed in the order such
applications were originally received by MNDM, however, assessment of these applications under the NIER Program
shall not commence until the date of acceptance of new applications set out in any notice described in the foregoing
paragraph.

Upon and following the commencement date of acceptance of applications set out in any notice described above,
when less than $1 million of unallocated NIER Program funding is approved and available, as determined by MNDM,
a notice will be posted on the Website (see Section 5.0 (Administration) of these Program Rules) indicating that,
although new applications will continue to be accepted, they will not be assessed unless and until unallocated and
approved NIER Program funding in the amount of at least $1 million becomes available, as determined by MNDM. If
%1 million or more of unallocated and approved NIER Program funding becomes available, as determined by MNDM,
complete Applications in the Program Queue will be assessed by MNDM in the order in which they were received,
one such application at a time, except where the funding is allocated to address a Rebate Funding Shortfall as
described below.

Upon an applicant's acceptance into the NIER Program, in the event that Unallocated Funding is less than a new
selected applicant's Full Funding Annual Cap, the NIER Program Agreement would provide for a maximum annual
rebate equatl to the Unallocated Funding in order to ensure that approved overall NIER Program funding is not
exceeded. The new selected applicant would still be required to meet all regular NIER Program and contractual
requirements including the full development and implementation of an EMP.
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If additional, unallocated and approved NIER Program funding were to become available for disbursement, as
determined by MNDM, then MNDM would.Consider. dn, s sede apd abselute disgretion, allocating such funding to a
fully compliant new selected applicant with a Rebate Funding Shorifall up to the amount of such Rebate Funding
Shortfall. In the event that the Rebate Funding Shortfall for that new recipient is reduced to zero, and more than $1
million of new unallocated and approved NIER Program funding becomes available, as determined by MNDM, the

next complete Apptication in the Program Queue will be assessed by MNDM in the order in which the applications
were received.

Eiigibie Facilities

Each individual facility of the applicant must satisfy all the following criteria to quatlify for participation in the NIER
Program. The individual facility must be:

« directly owned and controlled by the applicant;

» a production or processing facility that consumes a minimum of 50,000 megawatt hours (MWh) of electricity
per year, as measured by the IESO or a local distribution company at an approved metering installation. This
electricity must be both purchased by the applicant from the IESO administered electricity market or from a
local distribution company, including Hydro One Inc. and consumed at each of the individuai qualifying
facilities;

« classified as being within one of the following North American Industry Classification System (NAICS) 2002
industry sectors:
o 21 Mining and Oil and Gas Extraction, and

o 31-33 Manufacturing, with the exception of facilities that are designated as Sawmills and Wood
Preservation (3211) which would not be eligible for the NIER Program,

» located in Northern Ontario, deftned as being within the collective territarial Districts of Kenora, Rainy River,
Thunder Bay, Cochrane, Algoma, Sudbury, Timiskaming, Nipissing, Manitoulin, and Parry Sound; and

« amarket participant purchasing electricity from the IESO administered electricity market or from a local
distribution company, including Hydro One Inc.

Where applicable, applicants may identify more than one directly owned and operated eligible facility in their
application for the NIER Program. Applicants shall not submit more than one application.

New applicants must clearly demonstrate to MNDM's satisfaction that they meet all these eligibility criteria in their
application and EMP submission.

Solvency

Qualified Participants must demonstrate ongoing solvency or other measure of operational viability for the duration of
the program to the satisfaction of MNDM. As part of their application, new applicants will be required to submit:

- Audited annual financial statements from the two most recent fiscal years of the applicant;

+ Annual forecast sales or production and EBITDA for each facility for each of the applicant’s fiscal years up to
March 31, 2019; and

» Forecast of total capital expenditures for each facility for the applicant's fiscal years ending March 31, 2019
and a list of projects associated with expenditures.

New applicants under evaluation will be subject to review and evaluation by a qualified Financial Reviewer to be
retained by MNDM, for MNDM's sole benefit, to provide the necessary due diligence 1o assess, among other things,
the new applicant’s solvency and operationai viability.

MNDM, at its scle discretion and under such terms and conditions as MNDM deems appropriate, and subject to
meeting other eligibility requirements, may permit, Current Participants that are operating under the Companies’
Creditors Arrangement Act (CCAA) or other debit relief legislation {o participate in the NIER Program.
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Prepare and Implement an Energy Management Plan
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Participation in the NIER Program is subject to, among other things, the submission of an EMP for each faciiity, which

must be satisfactory to MNDM, detailing proposed steps and methods for improving electrical efficiency and
sustainability over the duration of the program.

The EMP must at a minimum satisfactarily meet the requirements set out at Section 4.0 of these Program Rules —
"Energy Management Plan Requirements”.

4.0 Energy Management Plan Requirements

Comprehensive energy management planning is a pracess of monitering, coniroiling, and evaluating energy use in an
organization, then taking action to achieve conservation and efficiency targets. It begins with analyzing energy
consumption and identifying opportunities to save energy and estimating the potential for how much energy each
opportunity will save. While periodic energy audits may provide a snapshot in time and where isolated efficiency
projects provide temporary energy savings, comprehensive energy management planning is a process of continuous
impraovermnent.

This section sets out the required contents of a comprehensive EMP. White the NIER Program focuses on electrical
energy efficiency, it is important for Northern Ontario industries which are Qualifying Participants to consider all
energy sources such as natural gas, coal, diesel, or renewabie fuels such as biomass, in arder to have a complete
understanding of opportunities for energy cost reduction and potential for self-generation. Accordingly, MNDM highly
recommends Qualifying Participants consider developing EMPs that account for all their energy needs, in conjunction
with the requirements for the NIER Program.

Despite anything contained in the Program Rules or the NIER Program Agreement, Qualifying Participants will be
solely responsible for ensuring the technicai, reguiatory, financial, economic and overall viability of their EMPs, and
MNDM shall have no responsibility whatsoever to independently assess the viability of any appiication or project nor
any liability whatsoever in the event that an EMP turns out not to be viable in any respect.

Required Contents of an Energy Management Plan

Current Participants can continue to implement their MNDM approved EMP and provide updates through the
quarterly reporting process. They are not required to submit revised EMPs, unless otherwise requested by MNDM in
its discretion, however action plans submitted in the last quarterly reports and accepted by MNDM under the
Extended NIER Program for each EMP (with updates acceptable to MNDM, inciuding the identification of new and
ongoing measures planned to improve electricity efficiency and overali facility competitiveness for fiscal years
2016-17 and beyond) will be incorporated into and form part of any rebate agreements entered into under the NIER
Program, and Current Participants will be required to adhere to those action plans.

New applicants are to submit a separate EMP for each facility proposed for inclusion under the NIER Program.

Section 1: Executive Summary

The EMP should begin with a brief overview highlighting the contents of the EMP with supporting tables and charts
summarizing key numbers {i.e. energy performance, conservation targets, projects, etc.}.

Section 2: Background

This section should describe the nature of the appiicant’s business and its operations to set context for the EMP.
While Section 3 requires detailed information on electrical consumption, costs, production and specifics on existing
and proposed conservation initiatives, this section should identify:

1. Process descriptions, physical location and access to resources, life of operation, plant operations and factors
that affect energy use and future energy requirements.

Fil ed By: osendarp@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Subm ssion Status: Approved
0257E_Guide (201610} Page ¥ of 14



The appiicant's Corporate Energy Policy (if one exists) or a statement of the applicant's desired objectives via
participation in the NIER Brogramse 2945 01 ¢ 122-858 1w - I nvesti gati on

Key challenges and constraints to achieving energy reduction goails (e.g. resources, capital, expertise,
corporate commitment, data, commodity prices etc.).

The members of the applicant's energy team (if applicable) and full contact details,

Any other relevant information with respect to electricity conservation and the nature of the applicant’s
industry with respect to the program requirements of the NIER Program.

Section 3: Baseline Information Requirements

This section should provide details about the applicant's electricity consumption for the faciiity, the sources of the
electricity and annual costs by source, where applicable. The more detail that is presented in this section, the easier it
will be to demonstrate progress and the overall success of the EMP.

A. Electricity Consumption Baseline Requirements

For each year of the past three billing years prior to the application, or for each year that data exists where less
than three years of data exists, please identify the following:

i.

Electricity supply sourcing (e.g. purchased/self-generated) with a description of how supply/consumption is
measured and recorded for each source identified;

Annual electricity consumption in megawatt hours (MWh) by source, with supporting documentation; and

The baseline analysis will be used as a point of comparison for future electricity use. Develop a baseline
analysis of electricity consumption, including:

a) Description/definition of significant energy users;

b) Description of key energy use drivers {i.e. weather, production levels, product mix, tonnes milled, etc.),
c) Description of the correfation between significant electricity users and key drivers;

d} Data to justify key assumptions used in developing the baseline analysis;

e) A baseline period that is representative of typical operating conditions and captures the effects of changes
in each of the key energy use drivers identified (for exampie, if weather is ideniified as a key energy use
driver, the baseline period must be at least one year).

B. Production Baseline Data Requirements

Identify the categories of products produced at the facility, and for each year of the past three complete fiscal
years, and for each product:

Provide the annual velumes of production; and
Provide energy intensity calculations.

For new applicants, without a prior three year production history, the period may be a different recent period, or
the new applicant’s reasonable estimate, which period or estimate must be satisfactory to MNDM.

C. Forecast Data for The NIER Program Duration 2016-2017

Identify the following forecasted or actual data for the fiscal year 2016-2017:

1. Electricity Forecast Data

t. Explain electricity supply sourcing (e.g. purchased/self-generated);
ii. Provide the forecast annual electricity consumption in MWh by source; and

iit. Describe how supply/consumption wifl be measured and recorded for each source of electricity.
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2. Production and Electricity Consumption Forecast Data

tdentify the categories andgranies3sf Predotte prodRicetNat-therfagilitptand for each product for the fiscal year
2016-2017:

i. Provide the forecasted annual volumes of production;
ii. ldentify forecasted electricity consumption in MWh per unit of production by facility; and

iit. identify any anticipated events or foreseen circumstances that may influence production and consumption
forecasts.

Section 4: Efficiency and Conservation Targets

While the EMP must identify and achieve efficiency and conservation targets, the scale and compiexity of any given
measure will influence the effort and time it takes to realize efficiency targets. Other circumstances such as variation
in production cycles may also make it difficult to measure progress at regular intervals.

As a process of continuous improvement, energy management planning is about achieving long-term sustainability
and the NIER Program will consider both measured results (quantifiable data) and resuits or actions that demonstrate
progress towards achieving targets in its review and evaluation of participants.

Demonstrating quantifiable results could include, but not be limited to:

« Reduction in electricity use while maintaining production levels {net savings);
» Maintaining stabile electricity consumption use while increasing production levels (improved efficiency); and

« Reduction of electricity consumed directly from the grid through self-generation projects such as a co-
generation plant.

These results can be achieved by such measures as replacing or upgrading inefficient equipment and/or shifting to
more efficient production technigues. These results can also be measured in overall electricity costs, which may be
further reduced by modifications in operations to shift consumption away from system-peaking hours to off-peak
hours. While a reduction in overall electricity use may be attributable to decreased production levels for a variety of
circumstances, it may still he possible to demonstrate efficiencies in such scenarios.

The EMP should describe what the demonstration of on-going progress could include, such as but not limited to, such
actions as:

= Achieving key milestones in an EMP such as actions demonstrating progress towards the implementation of
capital projects or making commitments to invest in new electrical efficiency capital projects.

+ Establishment and filling of a dedicated Energy Manager position to demonstrate a corporate commitment
towards conservation and efficiency.

« Efforts made towards achieving third-party certification such as the proposed ISO 50 001 certification for
energy management systems.

+ For companies just beginning comprehensive energy management planning, initial steps such as completing
energy audits or employee energy awareness programs to demonstrate progress towards electricity efficiency
and sustainability.

MNDM acknowledges that many Northern Ontario companies have made significant investment and effort towards
achieving energy efficiency. For example, varicus participants in the Original NIER Program have been successfuily
implementing EMPs since the program’s inception in 2010. In addition, a number of industrial faciiities have also been
involved in one or more of the IESO’s conservation and demand management or other programs and continue to
achieve ongoing results.

In recognition of these efforts, participaticn in relevant and progressive electricity conservation and efficiency
programs wili contribute to the requirements of the NIER Program and allow Qualifying Participants to advance their
existing goals and/or establish new conservation targets and objectives.
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Where desirable in MNDM's opinion, MNDM may work with new applicants to assist them to identify and define

electricity efficiency and sustainapjlily easwses stitabls tathapatyrg and girpymstances of their operations to meet
the program objectives of the NIER Program.

Accordingly, in this section:

1. Describe measures/initiatives undertaken by the applicant since the beginning of the 2016 fiscal year to
reduce electricity consumption at the facility.

2. Specify the impact these measures have had at the gross levels by year (e.g. load shifted savings, demand
reduction, emergency reserve, etc.} and characterize their overall success.

3. Develop an Action Plan. In a section entitled “Action Plan”, identify new and ongoing measures planned to
improve electricity efficiency and overall facility competitiveness for the fiscal year 2016-17 and beyand.
Describe in detail the measures, initiatives and/or projects currently in place or planned, and for each
measure:

i. Quantify the impact/savings that the measure is projected to have at the facility;
ii. Provide a scheduie showing estimated dates for initiation, milestones and completion;
ii. Provide forecast operating and capiial cost schedules associated with the measure;

iv. Indicate whether the measure has been committed to or approved at the time of the submission of this
plan and if nof, describe what conditions/preconditions are necessary to secure the commitment or the
approval;

v. Indicate when the condition(s) must be in place in order for the measure to achieve the projected
impacts savings described in (i) above; and

vi. Indicate if the measure is subject to conditions of project financing and provide financial details
including expectations relative to other relevant provincial programs.

4. Set out implications of the implementation of the EMP on your company’s labour force (e.g. new jobs created,
jobs maintained, etc.}, or broader labour force implications influenced by the EMP (e.g. local direct and/or
indirect jobs and economic spin-offs for Northern Ontario suppliers, services, construction, etc).

Section 5: Certification

Each EMP must be accompanied by a signed endorsement from a recognized engineering firm and/or an accredited
professional specializing in areas of electrical power, conservation projects, technology, monitoring and verification.
Each EMP shall be sealed, signed and dated by a P.Eng. pursuant to the Professional Engineers Act (Ontario).

Each EMP will be subject to review and evaluation by a qualified Technical Reviewer to be retained by MNDM, for
MNDM's sole benefit, to provide the necessary due diligence {o assess, among other things, EMP efficiency and
conservation targets and the applicants’ capacity for impiementation and adherence to the Program Rules.

Accurate and routine measurement of energy savings from the eneray efficiency projects detailed above can reduce
uncertainty about the efficacy of the projects and help guide the selection of future projects. Regular reperting and
monitoring will also assist in future estimates of savings. Progress towards achieving efficiency and conservation
targets of approved EMPs will be subject to quarterly review by MNDM as detailed in Section 5.0 {(Administration) of
these Program Rules, beiow,

5.0 Administration

Application Process

The application material, including the application form and instructions for ensuring a complete submission, can be
found on the Website. Upon receipt of an application package, MNDM will endeavour to advise applicants whether
the submission is complete within 15 working days of receipt.
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Rebate Disbursement
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Rebates will be disbursed on a quartery basis based on the Province's fiscal year and commence in the quarterly
period immediately following the quarterly period in which the approved new applicant enters into a NIER Program
Agreement. For disbursement of any retroactive rebates to which a Qualifying Participant might be eligible, see
“Retroactivity” below.

On-going quarterly rebates are subject to meeting ali terms and conditions, including Quarterly Reporting
requirements {see Quarterly Reporting below). Upon demonstration of satisfactory results and substantial progress in
successfully implementing the approved EMP, quarterly rebates will normally be disbursed within 45 days from the
end of the quarter for which the rebate is caiculated or on such dates as MNDM may determine.

Rebates will not be paid unless and until each individuai facility of the selected new applicant consumes a minimum of
50,000 MWh of eligible electricity during the year and meeis other eligibility requirements specified below during the
year, subject to the NIER Program Agreement.

Review of Energy Management Plan

MNDM reserves the right, at its sole and absolute discretion, to impose additional terms and conditions relating to the
obligation of the Qualifying Participant to make satisfactory changes and improvements to each EMP in accordance
with prescribed milestones and timelines, the failure to comply could constitute an event of default for the purposes of
the NIER Program Agreement.

Quarterly Reporting

NIER Program participants are required to submif quarterly reports within 20 days from the end of the quarter.

Participants wiil be required to submit quarterly summary reports which shall incfude, but not be limited to, the
following information with respect to the preceding quarter:

» Details regarding the status of the implementation of the EMP, including but not limited to achievement of the
milestones;

» Details regarding how the cbhjectives of the EMP have been met;

+ Forecast for at least upcoming 12 months on a rolling quarterly basis;

= Data required for the measurement of performance identified in the EMP;
+ Details on variance from actual to forecast must be included;

« Risks of not achieving targets and milestones identified in this reporting cycle and updates on previousiy
identified risks;

» Updated forecasts and actuals, compared to the baseline information provided in the application; and
» Opportunities identified for additional savings measurements.

The 4th Quarterly Report in each fiscal year shall set out the number of full-time equivatent employees of the
Qualifying Participant on an annual basis.

Quarterly reports will be subject to review and evaluation by MNDM's Technical Reviewer {o be retained to assess
pregress towards meeting EMP objectives and adherence to Program Rules.

Commencement

Quarterly reporting will commence at the end of the Qualifying Participant’s first fuli fiscal quarter following entering
info a NIER Program Agreement.
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Retroactivity
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Current Participants which enter into NIER Program Agreements, as required by the Program Rules, no tater than

December 31, 2016 would be eligibie for retroactive rebates based on eligible electricity purchased and consumed af
eligible facilities from and after April 1, 2016, subject to the NIER Program Agreements.

New selected applicants that enter into NIER Program Agreements prior to March 31, 2017 would be eligible for
retroactive rebates based on eligible electricity purchased and consumed at eligible facilities from and after April 1,
2018, subject to the NIER Program Agreements.

If, and to the extent applicable, Qualifying Participants are entitied {o rebates in respect of eligible electricty already
consumed from Aprit 1, 2016 up the end of the last fully completed quarter prior to their entering into a NIER Program

Agreement, such rebates may be disbursed upon receipt by MNDM of satisfactory quarterly reports for the completed
quarters.

Maintaining Minimum Electricity Consumption

Qualifying Participants must maintain a minimum annual electrical consumption rate of 50,000 MWh per year per
faciiity from the IESO administered electricity market or from a local distribution company, including Hydro One Inc.

In the event that a participating facility consumes less than 50,000 MWh per year in any given year throughout the
duration of the NIER Program, that Qualifying Participant's facility can remain in the NIER Program if it can be
demaonstrated, to the satisfaction of MNDM, that the lower consumption is wholly and demonstrably attributable to the
achievement realization of energy efficiencies.

Maintaining Operations

Planned or unforeseen events of outage, shutdown or other matters contributing to the ceasing of commercial
operations, will render a participant ineligible to continue in the NIER Program, subject to the NIER Program
Agreement, and at MNDM's sole and absolute discretion and on such terms that MNDM may impose.

Facilities

Each individual facilily must continue to be directly owned and controlled by the participant. Where a facility no longer
meets the forgoing criteria, that facility will not be considered a facility for the purpose of the NIER Program for the
transferor and there will be a corresponding reduction in the participant-transferor's Caps. Rebate caps, including
Facility Annual Caps, may be transferable to a purchaser of a facility at MNDM's discretion, subject to any terms or
conditions MNDM may impose.

Website

Any reference to “Website” in these Program Rules means MNDM's NIER Program website at
http /Awveww mindm gov.on ca/en/norihern-developmeni/business-suppori/northern-industrial-electricity-rate-program
or such other website as MNDM may designate from time to time.

Application Period

See Section 3.2 of these Program Rules, "Acceptance of Applications”.

Legal Agreement

All Qualified Participants will be required to enter into a NIER Program Agreement. The NIER Program Agreement
which Current Participants will enter into will reflect the changes in the NIER Program and MNDM requirements.
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Coordination with Other Energy Programs
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Subject to the portion of these Program Rules, below, dealing with the IEl Program, nothing in the NIER Program

restricts Qualified Participants from applying to other energy programs aimed at reducing energy costs and
conservation subject to the requirements, including restrictions, of such other programs.

industrial Electricity Incentive (IEl)

Any joad settled under the IESO's Industrial Electricity Incenttve (IEl) program is not eligible to receive NIER
rebates, which will be provided for in the NIER Program Agreement. NIER rebates will be paid based on eligible
electricity volumes that will be net of IE! Eligible Incremental Eiectricity as defined in the IEl Stream 1, and |E|
Stream 2 and IE| Stream 3 Program Rules, as applicable, and any other electricity volumes specified under the [EI
program.

In order to ensure the forgoing, consultations and sharing of information will take place among MNDM, the Ministry
of Energy and the IESO.

Applicants and current participants should reference the IEl Program Ruies for further details on the IEl program
(http Mwwiy powerauthority. on caliei).

Additional Rules

Where MNDM may take an action or make a determination under these Program Rules, the decision to take such
action or make such determination shall be at MNDM's sole and absolute discretion. Any reference to MNDM's
discretion in these Program Rules shall mean MNDM's sole and absolute discretion.

From time to time MNDM, in its discretion, may amend the NIER Program and the Program Rules without prior notice.
Without limiting the generality of the foregoing, such changes may apply to new applications, applications already
submitted and to NIER Program participants which have entered into a NIER Program Agreement. Notice of any
amendmenis will be posted on the Website and will apply to any applications in progress, future applications, selecied
applications and NIER Program Agreements as may be specified on the natice.

MNDM may, but is not obligated to, request clarification, additional information, documentation and statements in
relation to any application at any time and may establish the time frame in which the request is to be responded to.

MNDM may reject any incomplete application, any application that does not satisfy all of the eligibility requirements or
is ineligible and any application in respect of which information is not satisfactory to MNDM or its advisers in any
respect in its discretion.

Notwithstanding anything contained in these Program Rules, MNDM reserves the right, in its discretion, to reject any
application in whole or part whether or not completed properly and whether or not it contains all necessary information
and reserves the right to discuss different or additional proposals to those included in any application.

No commitment has been made by MNDM to enter into any NIER Program Agreement and neither the issuance of a
notice of selection nor the participation by MNDM or any of its representatives in the NIER Program process will
create a commitment or any form of agreement between MNDM and any applicant or Current Participant. No binding
commitment will be created untess and until MNDM and a Qualified Participant, each in its discretion, enter infc a
definitive written NIER Program Agreement.

MNDM reserves the right to cancel any part or all of the NIER Program at any time and for any reason or to suspend
the NIER Program including suspending the acceptance or assessment of applications, in whole or in part for any
reason for such period of time as MNDM shall determine in its discretion, in each case without any obligation or any
reimbursement to any applicant or Current Participant.
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Each Qualifying Participant shall be solely responsibte for its own costs and expenses relating to the NIER Program,
inciuding costs related to the preparatiensan submissien efsitsnepplicatian gndothe-development and implementation
of its EMPs, whether or not an application is accepted or the NIER Program is suspended, revoked, amended or
revised. Under no circumstances shall MNDM be liable for any claims for compensation or damages, inctuding any
indirect, punitive or consequential damages associated with a selected new appiicant or Current Participant's
participation in the NIER Program or an applicant’s submission of an application. Qualifying Participants irrevocably
and unconditionally waive any such claims against MNDM, whether relating to an alleged breach by MNDM of the
Program Rules or otherwise.

MNDM shall not be liable for any delays in processing, reviewing, accepting or rejecting an application or providing a
naotice of selection or entering into any NIER Program Agreement.

MNDM reserves the right, in its discretion, to waive any informality, irregularity or non-compliance with respect to an
application or with respect to an applicant or Current Participant’s compiiance with these Program Ruies, including by
extending any deadline, which for clarity may be any deadline affecting MNDM, the Current Participant or the
applicant.

The rights reserved to MNDM in these Program Rules are in addition to any other express rights or any other rights
existing under the Program Rules, the NIER Program Agreement or at law or in equity including any rights which may
be implied in the circumstances, and MNDM shali not be liable for any claim, losses, liabilities, penalties, obligations,
payments, costs and expenses or any direct or indirect damages incurred or suffered by any applicant, Current
Participant or any third party resulting from MNDM exercising any of its express or implied rights under the NIER
Program, including the right to exercise its discretion hereunder. In submitting an appiication, each applicant agrees
that it waives any rights it may have to bring a claim or otherwise as against MNDM for failing to issue the applicant a
notice of selection or for issuing a notice of selection to another applicant.

Each applicant and Current Participant agrees that, in no circumstances shall it nor any third party be entitled to
recover any damages as against MNDM, whether such claim for damages arises in contract, tort, warranty, equity,
negligence, intended conduct, defrimental refiance or otherwise, including any action or ¢laim arising from the acts or
omissions, negligent or otherwise, of MNDM, and including any ciaim by the applicant or Current Participant that
MNDM has failed to comply with these Program Rules.

Applicants and Current Participants authorize the collection by MNDM of the information set out in the application and
otherwise collected in accordance with the terms hereof, and the use and sharing of such information for the
purposes set out in or incidental to these Program Rules and the NIER Program Agreement, and for the purpose of
offering, managing, directing and evaluating the NIER Program generally. Applications and the NIER Program
Agreement will provide further for the collection and sharing of information.

MNDM may extend the time to meet the requirements of these Program Rules at its discretion. Any such extension of
time shall only be valid and binding on MNDM if provided in writing by an authorized representative of MNDM. Any
failure to meet the revised time requirement shall have the same consequences as if the original time requirement
had not been met.

Despite the fact that these Program Rules were drafted by MNDM and its advisors, applicants and Current
Participants acknowledge and agree that any doubt or ambiguity in the meaning, application or enforceability of any
term or provision in these Program Rules shall not be construed against MNDM in favour of the applicant or Current
Participant when interpreting such term or provision, by virtue of such fact.
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1berCom

Fuel Tax Act
Information Circular PROP-1R1
Reloazad: Seplambar 21, 2010
Producad by: Alberta Treassury Board and Finance, Tax and Revenus Administration
For mors Information: ia.mvenue@gov.ab.ca
PROP-R1 / Sepitember 2010

ALBERTA FUEL TAX ACT INFORMATION CIRCULAR:
PRESCRIBED REBATE OFF-ROAD PERCENTAGES {(PROP)

NOTE: Effactiva 12:01 a.m., Fabruary 25, 2011, tha Tax Exempt Fual Lsa (TEFU) nebata for llcansed vehicles, Including
Prescribed Rebate Ofitoad Percentapes (PROP), is sliminated. The masked fuel {tax excluded) component of TEFU, the
Alberta Farm Fuel Bengfit, and the Alberia Farm Fuel Distribution Allowance are not affected by this change.

Questiona and answers relating to the change arg posted on the Taxes and Rebates section of the Alberta Treaswry Board
ard Finance website: Itip /fwvw.finance.alberia.ca.

NOTE: This informaiion crcular is infended o explain legitlalicn and provide specific informadion. Every effort hag baen made &
ensure the conienis are accurste. However, if e discrepancy ahowd oceur in inlerprefafion bedwoan this information circular and
governing legisletion, the legisialion fakes precedance.

This information circular explaing how to apply for a rebate of fuel tax under the PROP program, The topics covered are;

QVERVIEW of PROP
o ELIGIBILITY for PROF

OVERVIEW OF PROP

1. Albarta Tresaury Board and Finance, Tax and Revenua Adminlstration {TRA) haa basn working with Induatry to
simplify the Tax Exsmpt Fuel LUser {TEFU) rebate spplication process. Thiough consultation, TRA has reachad
agmement with certaln Industry sectors on rebate percentages (kased on activity and type of vehicle/equipmeant) and
the start date for weing the preacrbed rebate off-oad percantages (FROP).

2. Befome submitting a rebate application, apply ta TRA by submitting a Fusl Tax Rebate Enrolment Application
{(AT49840) (zee the “How to Apply for Enrdment” and "Tima Uimits and Rebate Application Pedods® sections of this
clreuler for more Infermatlon) This process |2 vsed to enauns thet epplicants am:

= gligible for the program,
« aware of thalr sligible activity and vehicla categories,
= gware of the fusl tracking requirements, and
Fil ed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Subm ssion Status: Approved
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123 Alboria Fusl Tex Act - Imormeation Clireder PROP-1
» have the necessary fusl recors Jo.place from tis enmiment, gate forwerl,

3. If you cany out BOTH PROP-sligible and -neligibie (TEFU) activities after the PROP Industry Implementation date,
cbiain a detesminalion from TRA about how 1o property file your fuel lax rebete spplication(a).

4. Under the PROP procees, the applicant no longer proparss suveys, acis hous in of-rosd sclivilies, o meintsrs
reconds of fuel cormumption nates. Howavear, spplicants are raquined to ok s dorument fus] dspsnsed Info asch
vahlcla or iy pacicags (o which prescribad ebate off-noad perceniages ans Applisd.

5. Ugling tha PROF process, you may apply for a rebate of Tual tax for off-road Tusl use:

Ax B x C = PROP rebate Tor sach approviad category,

whens A la the ta pald IHinea of fusl consumed and tracked to eligitks vehiclea,

whera B |8 the preacribad rebete parcaniana for tha approved category, and
whene C |s the applcable Alberta fus! tax rate.

The total PROP mbats ie the sum of all calculations for esch approved category.
Back to Tob

ELIGIBILITY FOR PROP
6. To be sligible for PROP, you must oparsta in ane of the specifisd indisstrice and perform ong or mone of the
prascribed selivities Beted in Angendic A You should ba tha endity thed peid the fusl te and caructed the activily.
IF your gardy cumnenify Ling the TEFU program (o obibain Tyl oo rebetes, chack the cument list of PROP-approves|

induslry aciivities bxafore submitting sach TEFU nsbate application, to detemmine if ey of your activities ane eligida
fior bt undar the PROP program.

HOW TO APFLY FOR ENROLMENT

7. Compiete and forward a “Fusl Tax Rabste Enmiment Application” (AT4240) to TRA. The applicaiions are avallable
from TRA or from our |ptem site,

8. On approval of your snrolment, TRA will send you a letter confimming the effective date and the prescribsd rebate
pencentages for your Industry type and activities

9. You may be contactad to discuss your particular fuel tracking methoda for the different activitlea you perform,

10. TRA detemminstiors eganding =iipibility ame besad on the information vou provide et the time of enoiment. Tha
dstarmireticom are birding on you end ans subject i any tems end condiitions imposed by TRAL

11, IF TRA datermraes you are ofigiblasdar bath TEFLU and PROF, you are comidernsd @ "dus| filee”, Plasss nods that
Albara fusl tax may only be rebabed ohcs. VWhan applying under Both programa, Lss the sama calsndar quarter i

reconelle fusl reported. A colendar quearter iz o pariod of thres menthae Beginning sh the first day of January, Apl,
July and October of sach calendsr year

Rach £ Tap
Dual Eligibliity (TEFUIPROP)
12. Some Instances when dusl elibliity might occur;
= Dingle vehicle parforming both PROP and TEFU ectivities.

For exxample, vehicls A hauls logs (PROP setivity) fram Septombsr to March and then hauls gravel (TEFU
activity) from Agril to Avgut.

“ Multiple vwhicles pesforming sxclushe PROP or TEFU activities.

Fer ecpmple, veciam truck A cclusively nemoves driling mud (PROP medivity) whils vecuum truck B
wachmively clesns regidential gantic tanks [TEFU selivily).
413 To obtain a datermiinathon of disl alighlity, complets 8 Fual Tax Rebate Enrolmeant Applicatien” [AT4840) Inchuding a

elear and detallad Bsting of all operaticnal activities on a par-unit basis. H there la Insufficlam epacs, pleesa pravide
attachments.

Bacl o Tap
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[ S if
; %T#’{jﬂﬁq ke i gl Ll e i bl ol o

15, TRA cenrert socopt or priocaes fusl tioc rabiedé applicetions ie PROP sligible mctivition yndor the PROP & TEFU
piograms it your PROP enolment hes been cancelled far nal Tallowing progrem reguimmonts.

pack t5 Top
Whean business sctivities/opsrations change

16. I yaur business has amaigamated with ancther or Indenoss any other changes (n corporats structuns, or I you
oparations change and you begln working In ansther Industry sector, plesae complete & new ennclimant form

For example: Aa a forestry company Involved In logging you sre approved for PROP In cetegory 10 and use &
tractor traller for your log hauling acthity. Then decide to cesge all logging operations and start ollfleld
heavy squipment haullng with & trector and & flatbed trallsr. To file a el tax ebate application, you am now
required to re-anml your heavy squipment hauling operations in catsgory 58 (2ee Appendix A). I your fleat
size has changed, plesse provide this information on the new erroliment form.

7. If, while emmclisd for PROP, yor nminesw chenges so that you mgulely perfom PROP-nsligible activitios in
sxddition to PROP-eligible sctiviios, complate form [AT4840) to obiain a TRA determinedion.

16. IF you stop comhucting ectivities sligible for PROP, you may submit spplications for fusl consumed up to the dals
your activilies copssad (o e dlighla. Yiour fingl PROP spplicetion msst reflect » calendar quarkess. The Rl regoried
shouki ba based only on purchases and fusl tracking to the data that the PROP-sligible opsretions coased.

For scampla, a nedsate application period may scdend Trom January 1, 2000 ta Manch 31, 2000 (axes 7 and 8
on tha appBcation form ATZIT]. If youroperations cazsad 1o be eligible on February 23, 2000X, the application
should only contaln fuel purchased and consumed from Januery 1, 2000( bn February 23, 2000C. Aftar the date
your PROP allglbliy ceasad, you may be allgible to ennoll In the TEFU program.

19. When the number of units In a fieat Increazes or decreases by mom than 10 per cent, andfor & new rig packege is
aided to your fiest, during a calendar quarter, you mumt submit an amendsd Lt list (pages 4 and 5§ of the Fuel Tax
Rebate Enmiment Application” [AT4240]) to TRA prior to fling your spplication for this perod.

Back to Tan
HOW TO FILE A FROP APPLICATION

20. After your erselmeant ipdlcation haa beeh accepiad and your PROP sctivity cafegerion corfirmed by letter, you may
Rpply Tor nabates Using PROP, You gy ohly uss application periods aubsacuant o the sfTective date specified In
your snpaimant approval |etter,

21. To spply for 2 rsbata under PROP, completa and sign a Prescribed Robate Off-oad Percentages (PROF)
Application” (AT277), following the Inatnictions for completion of the application (INZ77 Instrictions), and

. al.l:lmlt i nrlr'n unqu Tax and me Administration Cllent Sel-aarvice System (TRACS) on Alhestn

» hand-dellver, fax or mal your paper PROP applicatlon form to THA.

Nate: submitting epplications online |s essy and allows fester processing than for those sent to TRA by other means,

as manual tracking and kaying stepe are not requlired,

22. Non-PROP spprovied activitice mmy be filed under the TEFU mbsie progmam Chiel Ta: Rebats Applicedion”,
AT42), (S the TEFL! informptivn citculars Tor details),

Back f0 Top
DOCUMENTATION TO SUPPORT PROP APPLICATION {(Farm AT2I7)

25_If you am esmoliad In PROP, keep complate and accurats meonds to support your spplication. Basad an your
operations, such recomds Inciida, but em mot limited to, the folowing:

2. fuel puchasa Involoes or stetements,

b buik fusl storage Invertory recoms,
c. per imit fusl rackdng mconds,

Fil ed.mmimﬂ!. com Filed Date: 12/7/16 5:02 PM Submi ssion Status: Approved
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o vehkla Inventory SRRty 3527045- 01 ¢ 122-858 I\ - | nvesti gat i
’ - - - - gation
f WCB sonual netumas,

g, acace documents to aupport thet the fuel reported was consumed In prescribed activities (e.g., Job tickets).

Bacl ta T

Clear fusl Purchesss

24. You do not have to submit Tusl purchase Involcas, or a fuel purcheas list when Nling an application, but etein fora
period of si yearg) the Iviless atd chronologleal Tuel purchesa st 1o aupport aach mbsate application. Praparing 2
chrondiogical Ikt of fuel purchases will make It easiar to Kentify fuel purchagss that cecumsd ouleida the pariod for
which you are preparing a rebats appllcation.

TRA may nequeat ihese documents when conducting a poat-payment review or audt of an application.
Prepene & separate fusl B documernt o

PROF r fuel tracking summary schedula (2es paragraph 30) for each type of Albeds
tax-pakd fuel {gee/ deselpropana) that you wliil be reporting. You may use computer-gensmted foms knatesd
of TRA's pre-printed forms, If you provide all the requined Information In the same format.

Back £3 Tab

Fusl Tracking Records
25. Keap records to confim:
£ the velume of fus| plrcheses Yol reporied Tor ssch period, Incilicing the Tasl et amointa that you wene

charged,
b. you have the right to make the application for this fuel, and the:
= yolume of fuel placad Into sach sapemata PROP-approved unit or servica rig packapa, or
= yoluma of fusl placad into each oll or gas wall during the application parod, or
= yoluma of fusl used to mix with other substances to manufacture well fracturing fitkd.

25_ Fuel purchase racomds Include recelpis, involces, stalements, and IFTA reham informetion (pro-rste nethod anly), i
appllcable.

27. To ba slipible for 8 rebate through the PROP program, fusl tracking must recond every Birs of fusl dapansed Into
ssch unlt or pleca of eqdpment (or other tems llsted In peregmEph 25b,) Included |n your ebate application, If fusl ks
purchasad, but there Is Insvificlent evidence ta detenmine which unit, g peckegs, o oll waell i wes depermed Into,
this fusl mwhm Estimation procadurse or fusl allocstion benchmariks ae nat scceptabla fusl
tracking )

28, Fusl trecking by @ critical conitml arsd & rsquinemiént Tor this reerbe progrem and oftsr prograns sich & |FTA, TRA
will eonduet post-payment raviswe and audits to snsune this and other controle ane In place and Tunctioning
apprapriatedy.

2. |caally, each unit has ks own log book or fusd card. Each el necelpt should have tha unt number and vahlcla
identification numbber recorded on iL This recond-keeping willl &salat In reconcliing the fuel receipts back 1o your
monthly fuel statements, fisel racking summary reconds and “Schenule A7 (AT4752)

Another fual trackdng option |2 to hava sach pareon with the fuel camd keap a fusl logbook noting the vehicls ar
equipment Into which every llre of fuel wes dispensed for all purchases on the card This system ks essul
when multipls vehicles am filled at tha same time and the supsrvisor pays for all the fued with one fusl cand.

Bl o To

20. Fuel Tracking Summeary Behedulo - you must maintain fuel reconts that ot all the fusl dispensed into sach
wahicke acsoring o epprved PROP ctagiory during an application pedod,

Sampie Fuel Tracking Sumreary Schedio
Category 55 Gas Dilasal
Par Unit Limes Dizperasd | Lirea Dispsnsad
Unkt 575 2511 L1
Linit ¥ 1,887
Unit 685 B54 0
A mBy: osendar p@ugheshubbard. com Filed Date:| 12/7/16 5: Oiﬂ Subni ssi on itrﬁ:rs: Appr oved
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CRlegesy MA27948-01 C-122-858(1 NV - Igy@sti gatijon
Per Unit Litres Dispenesed
Unit 18 a3
Unit 20 528
Linkit 21 1,053
Linit 25 1,125
Total 3598

You must be able to recancie these summary reconds fo the soures fusl trecking documentation (8.g..
Inviolces), for each PROP category and unit.

3. Fusl tracking records vary depsrwling upon your opertions, but rmay Inclucde
Single Vehkcle Operators

v s e in fo mstersd bulk fusl slomge - fugl inveicss,
& wiven them is medered bulk fusl storage - fue! invoices and bullk fusl log bool/imenlory conds,

Multiple Vehicls Oparstoms

= Whiks vebicls st numbee or vehicls idenlifieation (VIN) rumbers on fuel inviees or stalements besise
their nelated purchesea. Thin Infermetion must be sumiman zed for sach spplication parloed. Sas
paragraph 23 sl

= Maintsh & cument llsting of vehlels unit numbers or VINs associsbed Wwith units enmlled In each PROP
velicla category.

o

» |f you malntain & fusl iog book, you nist ldentify the unit number; snd total llimes placed Imo every unlt
on each fusl ecelpt. On muitiple purchase recelpts kdentify the urit mmbers next to the suldolals.

» Ksep @ summery of log book detsils to reconcile ta the fusl iotels under sech PROP catagory,
Recanciiations between log books and invoices and statements aere needed for socuracy and to aveiki
dupleation,

Back to Top
Exampla of 2 Fual Log Book for a Supsndsor Purchas|ng Fusl for Muliipls Units
Compeny Nama.
Diviglan/Drepartent Mame:
SupeivisonFuel Card holder Name:

Fuel Suppller Name: Aot

#*

Card

%:"m iy PRl - e
| | l |
| |

— 11— —

| I

Bhaatl i T
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Ml Vihlche, Qroaratos aves: thavs ks Metererh Bulk Euel St9raem;

- IFI::I' m‘d“ﬂm with fuel purchase mcords, nots fusl withdrewal volumes by vehlcle unlt Into a
og ;

+ Keop bulk sioregs inveniony meonds (g ensuna the volume iecked [ vehiclos doos nol escend
e el v,

Sarvice Rlg Packeges (Parmit lasued by Albsrta Tranapartstion):
» Summerize bulk Tusl dallvary recalpts Tor fual consumed by sach servica fg package (definad i
Appered A Category GA)
« Fuei diapansed Into Units not definad In Category BA must be trackoad ta eash unit through a
metersd pump and |og book.
Uinllicenead Equipmant (not Included In Appendbc A Category GA):
» Involces and recelpts with unit numbers written an them; or

= @ jusl log book distinguishing botwieen cloar and dyod fusl litee depensed into the squipment, volume,

]t purroenes liocedion,

When cloer fusl in cormumead in unliconsex] squipmant provide deteils why dyed fuel wes nel svaitnblo
fow usa iy tha Lnit. S peradgraphs 40 1o 42 bakow.

Frachming and Down Hole Bervics [Caisgory SE):

+ iInventory reconda

= yolumas miked and sold, and

« disposal records Inciuding Unigue Weell |denttfiers (UWI), end spacific volumes infectad Into
e=ch wall,

Note: Fusl not supporbed by sulficlent fuel tecking documantation |e not eliglble for rebate.
Fuel Purchass Involicas In Applicant's Namea

32, On the “Listing of Fuel Puchesss PROP Schadule A" (AT4757), provids the invoices for sach type of fusl
chronclogically (y cde). Compiete & sepanate listing for each type of Alberts tmcpaid fusl purchasad
[disssl/gesole/propens), Includs bicdises in the disssl iolels, Inchuds athenol with the gesaling, IT you uged fuel
such 2 kenesane for molive purpoess and you filed and remitled tex to TRA, you may ba aligible for a rebeate i the
kanstans was Lsad for PROP sctivitlea. Incuds ta-pald kerosens with deae| on the PROFP spplication farma.

35 Supplles’ statenweie am alzo accoptable If they contaln all the necessary Information deecribed In the et
paragraph. TRA will retum Invoices and suppliers’ statements requested after completing any rabete application
reviow or audt. Involces Tor fusl that ama et In your or your business name mist be listad soparately. [Sea
additional Information balow).

34. All supporting purchase Involces or suppliers” statements am required to show:

a. the name and addmees of the oeller,
b. name of thae purchaser,

. data of the purchese,

d, invaice mmkber,

&, typa andd cuerdity of fusl,

T\ price paid, s

g, ihe Alberta fue] By thot was paid.

Rebale appicatiors basad o invoices or slalements thet do not meet hass mouirements will be disaliowed,
Back fo Top
Fuel Purchess Involcss Not In Applicant’s Nams - Fusl Assigned
36. For prescilbed activitles, the |ast entity to pay the provinclal fusl tax and usa the fusl Iz sliglble to epply for 8 nebats
under PROP. Follow spacial procadures [f somaone other than you, the sppllcant, hes puthesed fusl for which you

ane sesking a tax mbatn.
Fi | ed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Subnission Status: Approved
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38, If you have suthor your bpteif, and reimbursed the purcheses,
povide a signed z mm %5ﬁgwﬂmmﬁﬂm state that the fuel pumhesed
was used n your comimencial operstiona and that the Initla plrcheser will not spely for & fuel tax rebate on that fuel,
Both you end the nitial puchaser must eign and dote ths sgroement. Ses o sample “Fuel T Rsbats Agreement”
[AT4911) an the TRA webwits,

Carriars and Owner-cparmtors

37. Whene an owner-operator Les sl purchasad fram a carier, it may ba imore practical for the eamer ta file a PROP
mbeats applieation on behalf of el iz cwneropsratars. |f you ane a carrler and epply for & PROP nsbata that Includes
fusi punchassd and used bw owmeroparetars, provids an sssignment of tw PROP nefund antitlsment from aash
ownar-operator who purchased and used the Tusl Inciudad In your applcation. Youl, £a tha camier, am necpansible for
munmthatnﬂtrmldmmwvahlnhanduwnapmtwlsumnmmmatthsmmmpﬂamm
using the tex-paid fuel sirictly for the PROP activitles that you ere errolied In.

Mote: The sssignment may ba made In a clavse In the contract between you and an owner-operator of In &
separate documsnt. Tha “Fuel Tax Rebate Agnsamaont” (AT4%11) can be used by your company and s leasa
opemtors. When fllng an application for fusl consumed In units that are used, but not ownad by you,

complkete the “PROP Vehicle Enmiment Agreement™ (AT4750).

Back to Top

IFTA-regiatered Vehicle Fual Adjustments

26. Whian Intemnaticnal Fusl Teoe Agresment (IFTA) velicles s wmed off-roesi and inghuxled in your PROP application,
eefjusl Lhe application o reflect the actusl fusl ussd in Albaia by thess vehicles, not the amount of fusl bought n tha
piewvines. The IFTA reher vsallocaine fusl and tox among uisdisiorn basod on whes fusl was iosd. The Albetia
IFTA ediustment for fusl la located undsr AB In column & of tha ®IFTA Fusl Type Schedule” (AT2080).

39, If the PROP-fegistered vehicies form part of your IFTA fleet, then use only the portion of the IFTA adjustment relating
to the PROP vehicles to adust the PROP fuel reporfed. Apply the IFTA fusl adustmant to the appropriate PROP
vshicla category conslstantly and proportlonally 1o the fusl bumed In an IFTA-registerad vehicle off-mad in Alberta.

Bk to fup
UNLICENSED EQUIPMENT - USE OF MARKED FUEL

40. To buy marked fusl, present a fusl tex exemplion certificate st the time of puchess. To spply for an examplion
number, complate s “Decleration of Tax Exempt Fuel User™ { AT321) and submit it to TRA. For detsile, sen
Infonmation Crcular FT-3, Fuof Tier Exermnplion Cerliffcaloe,

41, Cammercial oparstions using unlicanssd vehicles and equiprment musi s bnceammpd makad fusl in thoss
vahigles, Fusl tacpald on olonr fis purcheases may be rehated Tor unficonsed vehicles or aquipmant only If, In
TRAS opinion, marked Tus| was not mesonably avallable and the consumear has & valld TEFU certificata and mamber,

42 Marked Tuad la conaldensd nol neasonably avallable only In slsaiione whens you have & velld TEFU cortificata and
numbey, amd:

&. thes la no bullc fuel desler with marked fuel for ala lozated within a S0 kllometre radius of your work site, or
b. tha fud s belng L=ed In 8 project whare claar fuel must alag be Used and thema is a legal reatriction (auch &

Zoriing) that prevents you from having more than one storeos tankc.
fagle £l Thg
TIME LIMITS AND REBATE APPLICATION PERIODS

43, 1F your cary dart B exctivitinss [isbed in Aogtndix A, makd dn spglcation fot PROP srrolimisnt on the proper e el
manner (see "How lo Apply for Envelmant®) on or bafons the later of:

& ona yeer fram the dale the sctivity is proscribed, or
b e yeew Trcew the chles yous Bedggin uging Tusl 1o eonchuet the activity.

If you have missed the deadline describad |n the above paragraph, TRA may atll conalder ennolling you If you
prewlde svidancs of acceptablo fual tracking thrsughat the pariod.

Yioul ey ba denled anmiment for any enrcimant epplication H thens 12 Insufficlent evidencs or evidencs of
inappropriate fuel acking for activitles prescribed In Appenrdlx &. Aleso, you may not obieln & rebata undar
alther the PROP or TEFL program for fusl used.

ﬁ_FPHﬂPEﬁMWMhrM Ejuribrpsariodd.2/ 7/ 16 5:02 PM  Submi ssion Status: Approved
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12AHE Alboria Fusl Tes: Act - Imormetian Clrouar FROP-1

ARTRAmM m L ﬁmm@@zﬂe&@w rebspI3e foter then three years after the end of ths

For exampie; If you bought and wed fuel in PROP-approved ectivilies in October 2008, TRA must receiva an
applicetion foe thet fusl bry Docombex 31, 2009, Afler Dacamber 31, 2008, the fusl bought and used &1 Detobear
2006 i nat eligiole for B fusl ax mbals.

46, Under ihe Fuwd Tior Acd, you must Tils an ohjection ko any deallowancs of your rbals application within 20 days of
the dats of tha letter Isaued by TRA describing tha diaposition of the application. Refer to Information Circuier FT-3.
Apcite, Obfections, and Wahlier of Panaities endd irienost, Tor povitional infamation about eocierysion. of the e
pariod to file objections.

47. Submit mendad PROFP spplications under the same period s wias ofiginally filed. Do not add ameantded
applications to fubume pericds.

For example: You have Juzt filad for the quarter Andl 1 1 June 30, 20000 You reelize sfier the spplication has
been processad that you forgot to Include 10,000 Itres of fuel. Flle an amended application for Apdl 1 to Juns
30, 2K, DO NOT edd the 10,000 (itres to July 1, 200 to Sept 30, 20X or eny other [ater perlod end.

48_TRA stafi may contact you for additional Infonmation or clarlficetion shout the PROP application. I the requested
infiormation is not satisfectory, TRA mey edivet, disaliow, or rofor your spplication for audt, Payment of all, or par,
of 2 Application doss rot mean TRA'S review Hes been comnpleted, An irdapth reviswr ey b cormductsd by TRA
at a later date,

48, Koop the rocords supporting your ebetn application for fiour yesrs efter the snd of the yoar in which the mobeta @
peidl, o S yers From thes el of the yoser in which the Fusl wees purchmsied, whithinne s (atey.

pack to Trg

POST-PAYMENT REVIEW

B0. TRA may ssleci your appilcation for an In-depth review to ensure thal the benefits recaived under the PROP program
comply with leglstation and am supported by appropriate dooumentation,

At our request, you st provida sll records to support your PROP rebata spplication for the period specifled.
If you do not comply, we may withhold funds from future PROP rebate applicstions, andfor reessass your
rebate entllement for the selected period to zem.

Regardle=s of the findings by reviews completed through this process, TRA may condust an audit of the
sama paiod ot a fullrs deto,

Back to Top
ALDIT OF PROP REBATE APPLICATIONE

51. TRA may conduct sudits of PROP applications to ensure epplicants heve nacalved tha hansfit to which they ans

entitied undes the program. Eraurs your recoids ana avallable and provided, If requestad. Reconds requeated may
Inczlusches, fatt are red Bmibbod toe

a. vehicla llats,

b. vehicle asalgnment to categorviivpe of oparstion,

. fuel punchsse Involces,

i, a fuel tracking summaery for all vehicles and detalled records for sach unit,
e, fual log booke for fual depensed from bulk

f. evidenice that you perform the PROP activities for which you em enrolled, and
g, any gther docusmentation coneidersd nocoseary to aupport vour spplication

2. The onus is an yau, the spplicant. to demonatrate how your bookes and reconds support the off-nond fudl reoete you

ae rapariiig Lndsr FROP,
Back fo Top

Appandix A - Pescribed Rebate Off-road Percentages (PROP)
To be aligitie to isa PROP. claimards musl ba aparating it one oF mone o ihe indusinies aciivities Nated and muat compiels
&n onmiment for Prescribad Rebale Offoad Percentoges (PROP) (AT24]). The Implemaniafion nisfe for sach section js
shown below. The descriptions following the specified secior are exampies. If them ams eny questions, plssse contect Thr
and Ravante Administraion.

Fi | ed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Submnission Status: Approved
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12 Alboria Fusl Tess Act - Informatian Clreler PROP-1
Bar code: 352794M%-W5mest i gation
Prescribed Rebale Offroud Percentages (PROP)
1. Fon thotes exvepmded ivy DIL AND QAS DRILLING:
Thig includes enlities engaged in drllinp cil o gas walls Tor thamasives. or oihers on & contract or foe besis,
imegiving Uhe (se of |erge, keavy-duly slationary dilling rigs capebie of dilling sovernl thessand Teet nto the
oarth,
Algo Inciuded ks ol and gas wall sarvicing, drilling, and newanc, If performed by B meblis asrvica rig and othar
unite s¢ part of the ry peckega. A mobils ssrvies rig ke compazed of a dorlek and draw worke and e eapabls
o pulling and nunning |ointed bubuiars and conventlonal'continuous sucker rods. The service rig package may
include aftendant epdpmont such as moblle pump, tank tnicks, wineh nicks and poriahls deghotes, (Craw
changa facities).
The moblle ssrvice rip must ba permittad on publlc highways cnly for short corvoy travel distances and spemd
up to 96 per cant of Il» total cperating time elther "off-mad® (&, not on public meds), statlonary o "rigged Lp”
on she. Permits wil bs confimmed ntmulrnmt time.
Bupport vohicles ara defined ae light trucka used by fiekl ataff who wo sctively and directly invaived in e
pritnury steg in prockchion for epprovis] FROP categiniss, Siggeat vaticles mey includs uiils such &
mechanic pikt, and foremanfaupervieor trucks. Support vehicles do not include administrative, sales of
irilar trucks within the claiment’s fleet that do not condust primery activition st off-oed locticns.
Percaniege of
Effactis Fusl Lissd
ACTIVITY CATEGORY I ity Eligibla for
Dade Rakafs
Mablle Sarvica Rigs Facksgs
= moblle wel sarvice rigs and sttendant equipment {equipment uckes, mud | 1-Jand6 50
pumps, winch ruche, plokers, tenk unlts, utiity tnicks.
Support Yehicles
= boller truclos, half-ton to one-ton trucks, ard ether simBar Besnesd 1-Jard5 0%
vahicles (Matbecs haullng steticnary servics riga)
Shtlonary Rigs #d Bollers
= g rlgs, bop drive, frentand loader, aundilary light plant, boller servics 1-dan-05 100%
fige, traller service rgs, yuﬂluadnrand other &imiar acuipment.
Ezok o Ta

2. For those engaged In OIL AND GAS GEOPHYSICAL Of SEISMIC EXPLORATION:

To qualify In this Industry the entlty must be sngapsd In oll and gas geopitysical, gecloglcs|, and other
B lon services uming selamic technology for the pupass of localing formations beneeath the earti’s

surface. Inchuded In thie category:
» shat Fiole criling (a tuckemounted, low impect or heliportsble onill) and the units thet support thie

activily;

o guveyiny, parmit ageels and scouls suppoding the explonation aelivities of sitas for seismic ectivity,
s Vibrogeis trucks that ans delivemd to work kocotiors should be claimed under unlicensad equipment

(26A)

Support vehicles are defined os lIght trucks used by Neid stafl who am actively and dimctly Involved ih &
primary step In prodiction for appraved PROP catepories.  Suppert vahlalee may Includs untte sueh 2=
macharic, pilot, and foremanysuperviser trucks. Support vehicles do et include adminiatrative, sales of
aimikar trucks within the claimant's fleat that do not conduct prinery activities at off-noed location.

Fi |l ed By:

ACTIVITY CATEGORY

osendar p@ugheshubbard. com Filed Date:

Percaniage of
IE"""“ Fusl Used
12/ 7/ 16 5:02 PM Subnj ssi Wgtu . Approved
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Bar code: 3527948-01 G 122-858 I NV - Investigation - Ellglble fer
Fukzatn

TA | Drill Trueckn:

» fBcantad Vibrossis units, vibe tech, Gl inscks el otier similer licsnsed - 1-Jan-05 0%
wahicles

Other Flald and Job-Site Vahiclés:

o fne tiicks, aiif basm , winch tractar, tandam, tractors, plokers, knisckia 1-Jan5 0%
pickers, Water and gravel trucks, mconders, ahooters, ehop, fusl, staging :
tnuckes and other similer llcansad vehicles

TG | Suppaort Yohilcks:
» half-don to one-ton rucke and other similer licensed vehicles Ian05 60%

Back to To
3. For thoss engieged (n OJL AND GAR PRODUGTION:

This Inchides sntities Invalved In upatream olifield activitles that gererate raveniss fram the produetion ard
eale of clsan bifumen/oll sands predueta, crude oll andlor natural ges. Thess enttiles parform the upetream
pioduction activities on properties on which they hold working intensst rghts for esploration of oll and gas or o
Bands.

The upetream esctor Includes the explorstion and extraction of cruda oll, metural gas and natural ges lgulda.
Thiz activity Invohves verjous methode, such as dilling, steam kjection, stip mining end upgmding, Lwed to
axtract and clean cnude oll.

Upstream production facllites Include oll/ges wella, well head ecipment, flow Inafgatherng systems tied Imo

flskl proceasing faciiles 4 battery site/compressor stations, crude ol saparators end netural ges dehydmtons

treaten'zufir processing plants, heevy oll projects Including ateam pensmticn erdior cther enhanced

fﬁgfl?du Exclucied e the bullc delivery of mefined fusl, plpslines, slis prepametion and the construetlon of
ilitios,

Fyppon vehicles one deflt on [Ight tnicks e by Nkl abef? Wit s aetively and dirsetly Invalve by
primary step In procuction for approved PROP categonies. Support vehiclea may Include unie such o
meachanie, pliat, amd foreman/asuparviser trueks. Suppon vahlclea do ot Includs adminstrative, cales or
eimiiar trucks within the claimant's fleat that do not conduel primary activities at off-road locations.

Eflactive Pearcantags of
Industry Fusi Ussd

ACTIVITY CATEGORY Dle Eligitds for
bl
254 | Support Vehiclss:
« hafdon to one-ton tnace and other similar Beensed vehiclss Han05 TR

Bank o Top
4, For thoss engegied In OIL AND GAB SERVICING:

This inchdes activities lished bolow thel gervies and supply wilkin e upsiresm patroleum induslry. Exclpted
am all gnubbing unils nnd sand-alona unile’ cranes, holshol sarvics, Suwveying, lire culting, line losating,
water driling, bush cleaning, read bullding, sesveting or anscting servicos and bulk fusl dalhveny.

Support vahicles ane defined as |ight trucks ussd by flek! stafl who anm sctively and directly Invalved I 3

piimary siep In production for approved FROP categories. Support vehicles may Include unfis such as
mechanic, plot, and foremen/suparizsor trucks. Support vehicles do not Includa administrative, sales or
simiiar trucks within the clalmant's fleet thet do not conduct pimery actvitles at off-road locations.

Eiled By. osendar nwwwummnﬁmﬁ%_ewd__
TP nemrepad e w=l !
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12/3/2016 Alberta Fuel Tax Act - Information Circular PROP-1

o1 LEIIaYys Vi

Bar code: 3527948-01 C 122-858 INV - Investigation | Effective Fuel Used
Industry Eligible for
ACTIVITY CATEGORY Date Rebate

5A | Pumping downhole for well stimulation and workovers:

down hole fluid or gas pumping
pressure testing of vessel and wells
coiled tubing € down hole
cementing of oil and gas wells
flushby_service 01-Jan-06 49%
cementing shot holes

chemical treatment of oil and gas wells

hot oiling well bores (paraffin removal)

pumping hot oil for cleaning and stimulation purposes

(including coiled tubing units, nitrogen/carbon dioxide (CO2), acid, cement,
chemical pumpers, frac pumpers/blenders, hot oilers, bulk blowers, and flushby)

5B | Oilfield heavy equipment hauling and logistics services (units over
4550kg):

transportation of oversized or overweight loads, off-highway in the oilfield
rig moving

oilfield equipment hauling

pipe storage and hauling (NOT including hauling to resurface) 01-Jan-06 43%
pipe stringing services

hauling cement, nitrogen, sand, acid, CO2 and facturing fluid for well
stimulation

(including bed, winch, picker, boom and iron trucks, wireline pickers, highway
tractors, body jobs, and crane units)

5C | Wireline Operations:

» gas and oil wells € wireline operation 01-Jan-06 65%
» gas and oil wells € logging and perforating services

5D | Swabbing:

| 0,
» swabbing units 01-Jan-06 56%

S5E | Fracturing & Downhole Service™*:

» fuel injected into wells or blended with other chemicals for injection into
::glli?\é The blended fuel must not be useable in an intemal combustion 01-Jan-06 100%

» oilfield downhole service.

» fracturing of oil and gas wells.

5F | Fire and Safety:

« fire-fighting and ambulance vehicles, not including services provided by a| 01-Jan-06 40%
municipality or county

5G | Rat-Hole Drilling:

» drilling starter, conductor, or mouse holes or holes for pipe stands by
truck-mounted drilling rigs
¢ installation of ground anchors to secure service rigs

01-Jan-06 37%

5H | Supporting Activities:

» relating to pumping for well stimulation and workovers, heavy equipment For 5A to 30%
hauling and logistics services, wireline, swabbing, rat-hole drilling, 5G: 01-Jan-

fracturing and downhole services, and fire and safety. 06
Fijl ed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Subifi ssion Stat uIs: Appr oved

https://web.archive.orgiweb/20131128173147/hitp://www finance.alberta.ca/publications/tax_rebates/fuel/PROP1.htm| 11/15



T2

Alborin Fusl Tes Act - imommetion Cireular FROP-1

* i mﬂ'ﬁeﬁltﬂﬂd i distiliaten haylingnd pameing and,

chesking well head equipment
ottery operstion

praciuction opemiors
well t=ting {olifeld)
malerancs

(inziuding pleioups, crew calwa, lgi, and pliof trucks, Toraman/alpenyizor Micks
and pawer forg trucks)

%

| For 6K to 5L
01-Jui06

Well Tosting:
= testing and caring oll and gas wells

. 'Il'ilslau
Tmﬂdla‘dmwalh

M~Jarks

Plpsline Construction:

supprting urils - Grewv-caba, pilat trucks, it trucke
pleker tuckes

highwery trectors

winkdingg frucks

plpafitter truche

winch macionbed tmucka

rechane inucks

tandem brucks

hoam nicks:

Ul JervDS

Cruds Oll and Patroleum Distilisiss Haullng and Pumgling
Rslating to the loading/uniceding and trensportation of;

» CRuds ofl

o produced water

= conclensates

v nuhral ges iquide (NGLE) sthene, butans and propars
{nclucing highwey trectors, tank trucks, and body joim)

01-Jul08

42%

Olified Site Jarvice for

» men-destructive mcavation

= ataam and washing of well haads, olifisld alte aquipment and bulldings

= nemoval snd daposal of solld and liquid olifeld site waste by vacuam
ruck

= franspertation of wster for the mbdng of down hole diiling mud
fincluciing vacuwm, ydro vac, pressure, and aleam tnicka and k.
trucks for drilling mud)

(BT 2 ]

Not Included are off snubbing uniis and crenes esalsiing the siend aione, hoishot? service, panered sunaying, line
cutting, Hire cleerer; line locsting, weier diflling and feuling, hush clewrfng, resd Sullding

worvices, sile preperation and the consiuction of fecliiifes, wesie diaposal, mmmmm
deihvery. Thess sciivifies heve mot yel been incisdad ender § csfagory wwier PROP.

Note = fracturing e dewn ole sarvice™ nafans to the texables Tusls purmpe] Into & walltors or used &5 en (ngredian by
the preparation of wel stimulaticn or frachring fukds, It doss not refer to fuel consumead by vehicles (categary SA) to pump

thriae flicks ima & wedllizrs,

Back to Topm

5. For parsene engaged In FOREETRY:

Thie sctivity coes not Inciude access mad conetruction, hotshot service and lagal surveying.

Support vehicles are dafined 2= light tnicks Used by flekl staff who am actively and directly Invaltved In a primary
Prtesy I procheion fovsaonaa FROP aateoeres, Bupport yablsigs ey Ipriuds \mite BuRh & mechapls, R, erd
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Alberta Fuel Tax Act - Information Circular PROP-1

foreman/supervisor trucks, . SUppPeEbyshicles do nsb inglude\pdministrative, salgs or similar trucks within the
claimant's fleet that do not conduct primary activities at off-road locations.

https://web.archive.orgiweb/20131128173147/hitp://www finance.alberta.ca/publications/tax_rebates/fuel/PROP1.htm|

. Percentage of
Effective Fuel Used
Industry Eligible for
ACTIVITY CATEGORY Date Rebate
1A | Support Vehicles:
For moving crew/supervisor/fuel on- and off-site for logging, loading and site
preparation operations including:
» block and road layout*®
» bush buming*®
» road enforcement* (monitoring and maintenance) 01-Jul-06 52%
» forestry inventory
» forestry fire fighting®
(includes light or pilot trucks, campsite trucks*, crew cabs, emergency
vehicles*, safety supervisor, mechanic or operator vehicles)
1B | Heavy Support Vehicles over 4550kg:
Includes:
* hauling
* moving equipment on and off site. 01-Jul-06 34%
(includes bed trucks, highway tractors [with low boys or high boys], winch and
picker trucks, fuel trucks*, potable water trucks* for water consumption in
campsite)
1C | Log Transport Class 2 Plated***:
» Loading and transporting logs from cut locations to mills and retuming 01-Jul-06 87%
empty to the cut locations**. ?
(highway tractors, highway tractors with pickers)
1D | Log Transport Class 1 Plated:
» loading and transported logs from cut locations to mills and retuming
empty to the cut locations** (includes where a Class 1 plate was held for
more than 30 days during the claim period or a permit was purchased for 01-Jul-06 40%
more than a total of 30 days in a calendar quarter.)
(Class 1 plated highway tractors, highway tractors with pickers)
1E | Silviculture Operation:
Moving people, equipment, supplies on and off sites for:
» planting of seedlings
» checking plots
» inspection of sites and timber cruising 01-Jul-06 63%
* hauling of forestry herbicide application
» stand tending
* cone picking.
(using light trucks, crew cabs, buses)
1F | Wood Chip and Hog Fuel Hauling:
» hauling of wood chips and hog fuel from logging sites to the mill and
retuming empty. Restricted to the area south of Peace River to the 01-Jul-06 41%
northem part of High Level.
Fijl ed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Subif ssion Stat uIs: Appr oved
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I | (highwary mectors) g coge: 3527948-01 G 122-858 I|NV - I nvesti gati on I ! |
Note:
* Activities followed by an esterisk () must b & sub function of the pimery ectivity of Forestry Mansgement to quslify.
o Lo Lianapent doas ot inchuds heeding fram mills to lecations other thin cut |osation,

*lass 1 Plated/Class 2 Plsted- This rafwrs to tha mator vehicies Bcence plate clagsification of tha apsaific vehicls.
Check with your Alberta Registries agent it you am unsum of the plate ciass of your commencial vehicle.

6. For an eligile Munlcipality:

This Includes all Alberis clties, Improvement districts, Metls sstilaments, municipal dstricts, spaclal ames and speclalized
municipalities, a3 dafined by Alberta Munlclpal Affalm.

unicipal Cparstions:
18A » Al fuel cisperwad Into licensed equipment veed for mamicipal cperations. 110 10%

7. For paigone engaged In a8 FROP Industry or an sligible municipailly licted phewe:

To cuaalify for oie of theee categories, you must be endied In a PROP Industry or eligibe municipality listed above and also
operale unlicansad equipment or ATV'S, quads, or showmobles.

tllhﬂm Urita®
les to all unicersed unite opereting within the following sectars:

» Ol axred Gae: P

204 ;O ical o Selsmic Exploration pemary.
= o BMic

= Praducton Induatry

100%

gén | ° OiandCae 1-Juk08 5%

Nt
* Unlicenasd unite should uss maned (mesxsmpt) fusl. Cloar fusl should be med orly when mearked fus is

not reasanably evellable, Tha applicart must have & valld TEFL rumber engd puschmss marksd fusl winshsver nessomstily
avaliable,

Eack to Tep Back to Index

Home | Uaing this Ste | Pivecy | Accessibllity
Contact Us | Search | Site Map | Unke
Fil ed By: osendar p@ugheshubbard. comMﬁS: 02 PM Submi ssion Status: Approved
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Bar code: 3527948- 01 C-122-858 INV - Investigation -
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Llpertom
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12032016 Alberia Fusl Tex Agt - Informstion Cinculir FT=3 = Fuel Ten Exern ption Cerlificabes

Atbg f{_{k - Bar code: 3527948-01 C- 122-858 INV - -I-aisaﬁld cRGVﬂnua Administration

Fuel Tax Act
Information Clrcular FT-3R2
Releasad/Last Updated; January 20, 2018
Producsd by: Alberta Treasury Board and Finance, Tex and Revenus Administration
For mom Information: ira.revenu ov.ab.ca
FT=3R2/ January 2016

FUEL TAX ACT INFORMATION CIRCULAR:
FUEL TAX EXEMPTION CERTIFICATES

NOTE: This Information clreulsr Is Intended to explaln leglslation and provide spaciflc Information. Every sffort has
bsan made to snsure the contents ame accurate, However, if a discrepancy should occur in interpmetation betwean
this information circular and govemning legisiation, the |egisiation takes precedence.

FUEL TAX EXEMPTION CERTIFICATES
This Information circular axpiains:

* Indians and |ndian Bands
» Examption Certificates to Purchase Marked Fual
« Whels Elialble to Applv for g Cedlificate
o ey e
= Consumers — Other Than Famers
« Famers
Legal Name of Applicant

= Cerificates and Cards — Goneral

. Extaal
» Amendment of Approval Numbers

. usal to Issue Tax Exempton Cerllicats

L =0 ¥ ol S SO N

FUEL TAX EXEMPTION CERTIFICATES

1. The Fusi Tax Act allows specifiic consumers to apply for certificates, Issued by Alberta Treasury Beard and
Finance, Tax and Revenue Administration (TRA) or Alharta Agriculiure and Forestry (Agriculture), which
allow Tusl to bs purchased sxempt or partisily sxempt from t=. Ther ame two types of cerlificates availabls
to consumars. The first type of cedificaie permits consumers to purchase clear fuel exempt from tax. The
sacond type of cerificate permits consumears to punchase marked fuel partlally exempt from tex.

EXEMPTION CERTIFICATES TO PURCHASE CLEAR FUEL
¥Whe Is Eligible to Apply for a Certificate

2. Consumens may apply to TRA for a fuel tax examption certificats to purchass clear fusl frem an exempt-
sale vendor without tax where:

+ the person who punchases liqusfled petroleum gas (LPG) from a reglstered distributor uses the LPG
in mining operations in Alberia, or

= the Indian or Indian band purchases fuel for personal use and the purchase is made on a reserve, or
on the Garden River setiement or Hearl Lake bafore Aprdl 1, 2008 or such lsier daie as determinad
by the President of Treasury Board and Minister of Finance (the Minister).

Application for a Certificate
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el Alberm Fud Tz Ac1- inkemation Clreudar FT-3- Fual T Exernpron Cortficates

3. An applicant engaged-y palningpertionsdn Adberka Wanting lo punchass LPG exampt from b ks neepined
1o sand a letter to TRA requesting an axempticn. if the appiication s approved, TRA will send an approvel
;aﬂartntrnqﬂmﬂwmﬂfydlwﬁﬂsmmadmaapmmw:dlglulﬂyhmmw'ﬁm
oA TE.

Indians and |ndien Bands

4. An eligible Indan consumer may apply for a certificate to purchase clear fuel exempt from tmd. The nies on
allulhllﬂy and tha pmuaci.m fr.:r Hﬁilaﬁm md malrl.ulnlng allglhlll'ly A provided In

nnmornpthmdwlhahauadtulrﬂmwtumitlnﬂ1ﬁymufngaurtolndh15lds Whers an

!I_rg:nh:nd has spplied lor the issuance of muitiple exemption cards they will be issued on the conditions

Back bo-iop

EXEMPTION CERTIFICATES TO PURCHASE MARKED FUEL

Wha |= Ellgible o Apply for a Cortificale

5. Consumers may apply Tor @ Tuel ax ewemption cevtificats to punchase markesd Tuesl partially exempt from
mmmwmmmmuummnﬂmmmmm

» commencial pUToses In an englne cwnad or operatad by the consume, Bt doss not Include an
angine thal drives a motor vehiels, baat or alreralt, or the fusl & used solely to requiate the
temperatune of a traller or contalner Laad for the commerclal transportation of goods;

= commencial purpoasa [ 8 moebor vahiclea not ragquined to be llcensed;

= by & government mAhorly, other than the Canadian govemment, In an angine owned or operated by
the govemment authority, other than an engina thet drivea a motor vehicle, bost or elreraft;

= by a govermment sutharity, other then the Canadian govemment, In @ motor wehicla not requined ko ba
licanned;

» 1o produca heat or light but doas not Include & motor vehicls, boat, alroraft, lncometive, trallsr or
container used for the commercial transportation of goods;

» @ny purpess other than buming the fusl In en Intemal combustion or turbine englms; o

= for fanming operstlons In Alberta camled out by a farmer.

The partial exemption on marked fusl I $0.08 per Iite.
Applicstion for a Certlicate
Cansumers - other then famers

6. Tix e iyl 1o prorehiage markad fusl, » cormarmes’ i raguinkd b apply 10 TRA, for & sl {ee sooseption
number by camplating and st®miiting » Deciamtion of Tio: Exemet Fuel User” fioon ATE21) to TRA. TRA
Wil reviewy the appleation and may |ssies s fusl tooe ecsmptioh catilcate once it s satisfed of tha
wpplicant’s aliggtslity. The fuel lex axemplion cadiicals will contain an approval numbes: sred on aapiry darbe.

Fammira

7. To ba allyids to purchase marked fusl, 2 famrosr will nesd to obitaln Bn Albserta Famn Fusl Bahafit (AFFB)
number by completing and sufynitting an AFFD agdlication to Agricultune st the address ehown on the
form.  Agricuttune will review the appilcation and may lesus an AFFB Tuel tax exemplion coriificata i
satlafled the applicart |& eligible for the AFFE banafits. The fuel tax exemption certtficate bxcludes an
approval urmber and an explry date.

8. Gonaurmens cligible for both & TEFU and AFFB cartificate mey reglater for only one certl ficats.

Back ko Top

Logal Hesrra of Apgiicant

8. The applicant’s legal neme I8 to appear on the application for o fusl tax sxemption cerificate and will match
the legal name used to purchass fus! fully or partially exempt from tex from the exempt-sale vendor. This
ermures fusl involoss clearly show the party who purchesed the fusl and recsived the tex sxeamplion or
partial oamgticn,

Fil ed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Subm ssion Status: Approved
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1erNg Albeorm Fuel Tis Act~ Inkemvation Glreuar FT-3 - Ful Tas Examprion Conlfioates

10. I 2 pammon has & sclepropdetorhin, and:an INooporshag businass, bathsntitiee must have sspamte
exemption cerificatea fo purchese fusl for thelr saparats allgible commerncial activities. I spplying for an

estemption ceriificate to cbinin marked fusl for use by a partnarship, tha partnars’ lagal namwee ana to be
provided with the application. H tha partners perform other ellgible commenclal activities, ssparsts from the
partnemhip’s slglbls commercial activitiss, aach pariner ahould slao apply for a saparate axemption
cerificate. Fuel purchased undsr a spaciiic exemption certlificate can only be used for the operations of thet
entlty.

Back [0 Top

CERTIFICATES AND CARDS — GENERAL
Expiration

1. Fusl teoe esoamipiies earfifcates gopine on the madiost of
= {hr expiry dabe shown an the certificatns,
w i sty thes contificerls holder consid (o comled the activities 1hel gualified fm (o oble the
cartiflicale, or
= {he dete the certificats ls cancellsd by TRA

12, The axpiry dlate of @ cortificpts, or @ garas of coniiates, may ba dadendad by the Minkier wihens
considenad eppropriste. A fuel exemplicn carificats remaine valid untll it axpines or s suGpended of
Eancaliod,

Amandrmant of Approval Numbars

13. TRA may amend an approval number ai ary Hime by notificstion to the holder of the fuel tax exenrgition
certificata. When an amendnent ls mada, the previeus epproval number ceanes to be In forea.

Refusal to lxsue T Exemption Cartilicates

14. TRA or Agicultue may rsfuse o lasus a fuel tax sxemption certificate If the appllcant:
= does nat mest the nequimments to ba Issuad a certificats,
» has contravensd the Act or Its Reguistion or enothar enactment that Imposss. tex,
s sready been |ssuad a valld certificata,
han an overdue delot to the Grown,
I= a fanmer and Agricutus han determined the applicant provided an unmesonabla estimate of
hia/her market vebse of production from farming cperations, o
haa provided fales or misleading Informetion oo the appllcation.

Suspeitsion or Cancslletion of Exsmplion Certificate

15. TRA or Agriculture may suspend or cancel o fusl tee ensmption cadificats if tha hakder:
iy Koot et (s v, o PR A G,
has contrevenad the Act orils Regulation or sy clher anactment thal impasos @ tax o ey,
bz an everdua doibt ta the Crown,
hes loat the exemption certificats, or had It stolen, destroyed, or made unusabla bacatza of damage,
o

s piovided feas or misleadng IMormation to TRA or Agricuiturs,

16. Whene THA or Agrlculture has auapended or cancsiled a fuel tex exemptlon certificate or decisned o fedarsl
ldentification cam to bs Invalld for our purpeses, the holder of the cartiflcate or cand willl bs notifled of the
actlon teken. Exempt-sske vendors wiil alzo be natiflad of the suspension, canceliation or invalldation of the
can,

17. Where a tax exemption cerlficate has been cancelled or suspanded the approval number la sles cancelled
or suspenced,

Eacl-te Tap
Declaring Exemplion Cerd Imvslid

Fil ed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Subm ssion Status: Approved
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12/32018 Albarta Fusl Tax Act - Information Clrcular FT-3 - Fusl Tex Exemption Certificates

18. TRA may deciare a caur issued iy ihedecvernmest afisanads atating that the holder is on the Indian
Register under the Indian Act (federal identification card) to be invalid for purposes of the Act if:
= TRA determines the holder has contravened tha Act or its Regulation or any other enactment that
provides for the imposition of a tax or levy, or
= the holder of the card has an overdue debt fo the Crown.

19. Where TRA declares a federal identification card to be invalid because of an overdue debt to the Crown and
the debi iz subsequently paid, the Indian or Indian band may apply to TRA for a new fuel tax exemption
certificate.

20. TRA or Agriculture may reinstate a fuel tax exemplion cestificate that was suspended becauge of an

overdue debt due the Crown. Upon minstatemant TRA will rotify the candholder and any relevant exempt-
sale vendors.

Back to Indey
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Mill Listings | NELMA

Bar code: 3527948-01 C-122-858 I NV -

Page 1 of 4

Investigation -

Login Select Language | ¥
I'm looking for... Subm
MEMBER DIRECTORIES LIBRARY NEWS & EVENTS INSPECTION PROGRAMS LAGNIAPPE MEMBER LOGIN FREE RETAILER LISTING

MILL LISTINGS

41 Total Listings

Filter

GO

Choose below to narrow your results.

NAME / GRADE STAMP NUMBER

STATE/PROVINCE

Select v

SPECIES

[l Eastern Hemlock - Tamarack

[JEastern Spruce - Balsam Fir

M1 Eastern White Pine
[l Hardwoods
[Jother

[spFs

PRODUCTS

[ Air Drying

] common Grades

[T] pehumidification Drying
O Finger-Jointed Lumber
[T Flooring

1 Fsc certification

[[] Hardwood Lumber

[[] Heat Treatment

[[] Kiln Drying

] Moulding

O Paneling

O Rough Lumber

[[] select Grades

[ sFi Certification

O Shop/Furniture Grades
] siding

] structural Grades

] Timbers

[T Live Edge Siding

Fi |l ed By:

http://www .nelma.org/member-directories/mill-listings/

Britton Lumber Company, Inc.

7 Ely Road
Fairlee, VT 05045
FULL PROFILE »

Cersosimo Lumber Company
1103 Vernon Street

Brattleboro, VT 05301
FULL PROFILE »

Cyr Lumber, Inc.
215 Poor Farm Road

Milton, VT 05468
FULL PROFILE »

DiPrizio Pine Sales

5 Kings Highway; Rte 153
Middleton, NH 03887
FULL PROFILE »

Search results for: Eastern White Pine Reset Filter

) NEW YORK 1

Albany
[+]
MASSACH TTS
rovigence
CONNECTICUT fi
SYLVANIA Newo‘r’ork
Philadelphia
[+]
MARYLAND; NEW JERSEY.
Washington
8" LDELAWARE
Richmond
(]

Norfolko -aVirginia Beach

Durgin & Crowell Lumber Company,

Inc.

231 Fisher Corner Road
New London, NH 03257
FULL PROFILE »

H.G. Wood Industries LLC
32 Sawmill Road

Bath, NH 03740

FULL PROFILE »

Hammond Lumber Company
2 Hammond Drive

Belgrade, ME 04917

FULL PROFILE »

Hancock Lumber Company,
Inc.-Bethel

639 Walkers Mill Road

Bethel, ME 04217

FULL PROFILE »

Hancock Lumber Company,
Inc.-Casco

1260 Poland Spring Road

Casco, ME 04015

FULL PROFILE »

osendar p@ugheshubbard. com Fil ed Date:

Google

Map data ©2016 Google, INEGI
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Mill Listings | NELMA

Fi | ed By: osendar p@ugheshubbard.com Filed Date:

Bar code: 3527948-01 C-122-858 I NV -

Hancock Lumber Company,
Inc.-Pittsfield

P.O. Box 378

Pittsfield, ME 04967

FULL PROFILE »

Heath, M.B. & Sons Lumber
Company, Inc.

Ferry Street

North Hyde Park, VT 05665

FULL PROFILE »

Henniker Forest Products LLC
1104 Old Concord Rd.

Henniker, NH 03042

FULL PROFILE »

Hull Forest Products
101 Hampton Road
Pomfret Center, CT 06259
FULL PROFILE »

Hunt, N.C., Inc.

10 CCC Camp Road, Route 215
Jefferson, ME 04348

FULL PROFILE »

Irving Forest Products
24 Hall Hill Road

Dixfield, ME 04224-9584
FULL PROFILE »

Johnson Lumber Company
Route 26

Carthage, NY 13619
FULL PROFILE »

King Forest Industries, Inc.
53 Eastside Road

Wentworth, NH 03282
FULL PROFILE »

Lamell Lumber Corporation
82A Jericho Road

Essex Junction, VT 05452
FULL PROFILE »

Limington Lumber Company
411 Pequawket Trail

East Baldwin, ME 04024

FULL PROFILE »

Lovell Lumber Company, Inc.
3 Mill Road

Lovell, ME 04051
FULL PROFILE »

Lowell, R.E., Lumber, Inc.
132 North Hill Road

Buckfield, ME 04220

FULL PROFILE »

Madison Lumber Mill, Inc.

http://www .nelma.org/member-directories/mill-listings/
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Bar code: 3527948- 01 C-122-858 I NV - |nvestigation -

71 Marcella Drive
West Ossipee, NH 03890
FULL PROFILE »

Matra, Inc.

21, 11e rue ouest
Saint-Martin, QC GOM 1B0
FULL PROFILE »

Mill River Lumber Ltd.
2639 Middle Road

North Clarendon, VT 05759
FULL PROFILE »

Patenaude Lumber Company, Inc.
628 Rush Rd.

Henniker, NH 03242
FULL PROFILE »

Pleasant River Pine-Hancock
17 Wymans Road

Hancock, ME 04640
FEULL PROFILE »

Pleasant River Pine-Sanford
563 New Dam Road

Sanford, ME 04073

FULL PROFILE »

Precision Lumber, Inc.
576 Buffalo Road

Wentworth, NH 03282
FULL PROFILE »

Robbins Lumber, Inc.
Ghent Road

Searsmont, ME 04973
FULL PROFILE »

Robinson, W.R., Lumber Company,
Inc.

Cleveland Road

Hardwick, MA 01094

FULL PROFILE »

Seacoast Mills, Inc.
136 Pine Road

Brentwood, NH 03833
FULL PROFILE »

Ward Lumber Company, Inc.
702 Glen Road

Jay, NY 12941

FULL PROFILE »

Phone:207-829-6901 | Fax:207-829-4293 | Email: info@nelma.org

© Copyright 2005-2016 Northeastern Lumber Manufacturers Assoc.
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Mill Listings | NELMA Page 1 of 2

Bar code: 3527948- 01 C-122-858 I NV - |nvestigation -

Login Select Language | ¥
I'm looking for... Subm
MEMBER DIRECTORIES LIBRARY NEWS & EVENTS INSPECTION PROGRAMS LAGNIAPPE MEMBER LOGIN FREE RETAILER LISTING
41 Total Listings Search results for: SPFs Reset Filter

Filter Go

Brojack Lumber Company
Choose below to narrow your results. 350 Commerce Drive

Scott Township, PA 18447
FULL PROFILE »

NAME / GRADE STAMP NUMBER

Fontaine, Inc.

STATE/PROVINCE 850 rue Fontaine

Woburn, QC GOY 1RO P L\
Select v FULL PROFILE » oy
Toronto
. “ NEW
Irving Forest Products, Ashland e T HAMPSHIRE
SPECIES 1218 Portage Road v MASSACHUSETTS
Nashville Plantation, ME 04732 cT
[ Eastern Hemlock - Tamarack e R
FULL PROFILE v
[CEastern Spruce - Balsam Fir e AS BT e
[l Eastern White Pi 0 Philadelphia
- o
astern f¥hiie Fine Lamell Lumber Corporation = NJ
[“IHardwoods MARYLAND
82A Jericho Road EST @ DE
[Jother W‘;GINIA Washington
Essex Junction, VT 05452
VI sPFs
FULL PROFILE » VIRGINIA
Maibec Lumber, Inc.
PRODUCTS , ’ CAROLINA
1200 Masardis Road, Route 11 o
[T Air Drying Charlotte
Masardis, ME 04732 Goggle Map data ©2016 Google, INEGI

] common Grades
- . FULL PROFILE »

[C] pehumidification Drying -

O Finger-Jointed Lumber

[T Flooring

1 Fsc certification

[[] Hardwood Lumber

[[] Heat Treatment

Milan Lumber Co.
358 Milan Rd.

Milan, NH 03588
FULL PROFILE »

[[] Kiln Drying .

) Pleasant River Lumber Co. -Moose
O Moulding .

) River
O Paneling

25 Talpey Road
Jackman, ME 04945

O Rough Lumber
[T select Grades

[ sFi Certification FULL PROFILE »

O Shop/Furniture Grades 3

[ siding Pleasant River Lumber Company
] structural Grades 432 Milo Road

] Timbers Dover-Foxcroft, ME 04426

[T Live Edge Siding FULL PROFILE »

Stratton Lumber, Inc.
66 Fontaine Road

Stratton, ME 04982
FULL PROFILE »
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Phone:207-829-6901 | Fax:207-829-4293 | Email: info@nelma.org

© Copyright 2005-2016 Northeastern Lumber Manufacturers Assoc.

Fil ed By: osendar p@ugheshubbard.com Filed Date: 12/7/16 5:02 PM Submi ssion Status: Approved

http://www .nelma.org/member-directories/mill-listings/ 10/17/2016





