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Section 4 — Forestry Executive Highlights
Industry Overview

1) As of the end of 2018, Canada had 168 million hectares of independently certified forest land. That
represents 37% of all certified forests worldwide, the largest area of 3rd party certified forests in any
country.

2) The forestry industry in Canada generated $CA 65 Billion in export revenues in 2019, selling products
to 140 countries.

3) The Canadian forestry industry creates 200,000+ direct jobs in pulp and paper product manufacturing,
wood product manufacturing, and in-forest activities. In 2019, there were around 16,100 forestry and
logging industry employees in the province of British Columbia. In comparison, Alberta reported 3,600
forestry and logging industry employees in 2019.

4) Canada’s forest area has been quite stable over the past 25 years. Between 1990 and 2016, Canada’s
forest area decreased by 1.3 million ha (less than half of 19%). Those forests were deforested for other
land uses, such as agriculture, roads and hydroelectric and urban developments.

5) The Boreal forest, which expands across the whole of the Country, accounts for 77% of all of Canada’s
forested land.

6) Most of Canada’s forest land, about 94%, is publicly owned and managed by provincial, territorial, and
federal governments. In Canada, only 6% of forest lands is privately owned.

7) Ownership of land is one of the biggest contributors to the Canada — USA Softwood Lumber Dispute.
In the United States a large portion of the land under forests is privately owned (70%). Wood from the
private sector is sold on the open market through different buyer/seller agreements.

8) In 2019 Canada had more than 4,300 forestry companies. British Columbia and Quebec account for
more than 60% of these forestry companies. Alberta had 312 forestry companies.

Alberta Forestry

9) Alberta has 38 million hectares of provincially owned forests of which approximately 50% is certified.
10) There are three main forest tenure systems in Alberta: Forest Management Agreements (FMA),
Timber Quotas, and Timber Permits. The Alberta government does not transfer land ownership rights

through these forest tenures.

11) Alberta presently has 20 Forestry Management Agreements; 12 of which are in the PREDA/REDI
region.

12) In 2019 there were 115 approved Timber Quotas in Alberta — 50% of these were located within the
boundaries of PREDA / REDL
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Section 4 — Forestry Executive Highlights (cont’d)

13) There are nine major forestry companies in the PREDA / REDI region: Norbord, Tolko, Mercer,
Canfor, Miller Western, Weyerhaeuser, West Fraser Mills, La Crete Sawmills, Zavisha Sawmills, and
Boucher Brothers Lumber.

Forestry Products

14) In Alberta Lumber exports generated 886.9 $Million in the year 2019 with the vast majority going to
the Untied States. Almost all of these exports to the United States were softwoods.

15) In 2019 there were 411 shipments of lumber exported from Alberta; 223 of these shipments were
exported by road to the United States; 156 of the shipments were exported by rail to the United States.

16) In 2019 Oriented Strand Board (OSB) generated $449,585,806 in export revenues; significantly lower
than the export revenues generated in 2018.

17) 99% of all export revenues Alberta generated from the sale of OSB were consistently to the United
States with the State of California being the largest buyer.

18) In 2019 Alberta exported 1.7 Million MTQ of Oriented Strand Board to the United States;
representing 196 export shipments - 98 shipments were by road; 97 shipments were by rail, and 1
shipment was by water (Prince Rupert to Alaska).

19) Northern bleached softwood kraft (NBSK) is the paper industry's benchmark grade of pulp. NBSK is
produced mainly in Canada and the Nordic countries. The global price received per metric ton of NBSK
varies significantly, the USA pays twice the amount in comparison to China.

20) Pulp produced in the eastern provinces is mostly used directly in the domestic manufacturing of paper
products, while wood pulp produced by western provinces is mostly destined for export.

21) Alberta pulp product exports generated SCA 1.8 billion in the year 2019. The largest category of
Alberta’s pulp product exports is Chemical Woodpulp — Coniferous Bleached (42%) ... aka Northern
bleached softwood kraft (NBSK).

22) The United States and China are the two largest buyers of Alberta’s wood pulp products. Combined,
these two countries accounted for 79% of Alberta’s export revenues generated in 2019.

23) There were 117 shipments of chemical pulp products exported from Alberta in 2019. Eighty-two (82)
of the export shipments to the United States were by rail; 14 were by truck.

24) Almost 50% of all pulp produced worldwide is used to create tissue and related products.
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Section 4 — Forestry Executive Highlights (cont’d)

25) When it comes to consumption, the United States is the world’s largest consumer of toilet tissue! On
average, an American can be expected to get through 141 rolls of the stuff per year, Not too far behind are
the Germans with 134 rolls being flushed down the toilet every year.

26) China produced the largest amount of wood pellets in the world at 20.25 million metric tons. It
dwarfed production volume of other countries, where the United States was ranked second, producing 8.2
million metric tons of wood pellets. Canada ranks third in wood pellet production.

27) In Canada, Wood pellets generated $CA 500 Million in export revenues in 2019. The top buyer of
Canada’s wood pellets is the United Kingdom, representing almost 60% of total export revenues.
Globally the UK is the largest importer of wood pellets.

28) In Alberta in 2019, 99% of the $CA 9.8 Billion dollars in export revenues generated from wood
pellets came from sales to the United States. All exports were by truck.

29) The Wood Pellet Association of Canada lists 15 companies that produce wood pellets. Two of these
companies are in Alberta; Vanderwell Contractors in Slave Lake and La Crete Sawmills.

30) Unlike the agricultural and the oil & gas industries, the forestry industry in the Northwest produces
products that are sold directly at the consumer level. Lumber, OSB, and wood pellets are sold within the
region, and across Canada as well as exported. Forestry products from the Northwest are seen at local
Home Hardware, Home Depots, and at construction sites.

31) In 2018, the Furniture market realized a total worldwide revenue of US$1,364 billion. Canada's
furniture manufacturers are centered in Quebec and Ontario, where 75% of the Country’s furniture is
made.

32) Both Northern Lakes College and Grande Prairie Regional College offer Apprenticeship Carpentry
programs; which focus on construction more so than furniture; however, there may be a potential to offer
local training in craftsman wood working, fine furniture, upholstery, and cabinetry.
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Forestry Industry Overview
The forestry industry is a collective of companies and organizations concerned with forest management
and the use of forestry resources. This includes logging firms, manufacturers who use raw timber
products, and companies concerned with the certification of environmentally friendly products and
supplies. Internationally, the forestry industry includes a variety of small and large companies operating in

several countries with forest resources.

Forestry products begin with harvesting timber. This includes identifying new sources of timber and
securing them through contracts for lease or purchase, as well as managing existing resources. Firms send
out surveyors to estimate yields, followed by logging crews to harvest trees, and then rely on

transportation of timber from their origins to processing facilities.

Forest management is also part of the industry. Most firms with an active role in forest management plant
trees as well as harvest them. They also perform research on forest health and management to learn more
about how to care for the environment, with the goal of conserving resources and making sure forests will
be available to future generations. Forest management may include experimental forests, where firms

explore new methods of raising and handling trees as well as ongoing research at active logging sites.

Timber processors turn timber into wood, pulp, paper, and consumer level wood products. Some firms
may own harvesters, processors, and related companies, while others may focus on a specific step on the
supply chain, such as transporting timber or making paper. Organizations with an interest in promoting
environmental certifications for timber products may play a role in supply-chain monitoring for

companies who want to be able to certify their products to appeal to consumers.

Most nations have regulations in place to cover the forestry industry. These set out requirements like
ordering environmental impact reports before logging, logging sustainably, and setting aside natural
resources for public enjoyment. Departments of forestry can administer logging leases on government
land, as well as monitor logging sites, review applications for timber harvests, and make sure that the

health and safety of industry workers is protected.
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Global Forestry Resources The graph shows the share of world regions in global certified (see note)
forest area in 2017. North America accounted for 49% of the total certified forest area worldwide. As of
the end of 2018, Canada had 168 million hectares of independently certified forest land. That represents
37% of all certified forests worldwide, the largest area of 3rd party certified forests in any country.

Share of total global certified forest area in 2017, by region

60%
North America Certified Forest Area = 49%
Canada 37.73%
50% 49% United States 10.29%
Mexico <1%
40%
[u}
S 30%
o
20%
10%
0%

Europe North America CIS Oceania Asia Latin America Africa

Source: Statista - PREDA / REDI Licensed Access

Note: Certification is a market-based, non-regulatory forest conservation tool designed to recognize and promote
environmentally responsible forestry and sustainability of forest resources. The certification process involves an evaluation of
management planning and forestry practices by a third-party according to an agreed-upon set of standards. Since it emerged
in the 1990s, forest management certification has been adopted quickly across Canada with more than 48% of the Country’s
forests certified. Canada has 3 forest certification systems: 1) the Canadian Standards Association, 2) the Forest Stewardship
Council and 3) the Sustainable Forestry Initiative.
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Sidebar 4.1 Certified Forestry in Canada

Forest certification provides a stamp of approval that shows customers that they are buying products from
forests managed to comprehensive environmental, social, and economic standards. A certificate is issued
only after a thorough review by third-party auditors determines that, among other things, long-term
harvests are sustainable, there is no unauthorized or illegal logging, wildlife habitat is preserved, and soil
quality is maintained. Canada has 3 forest certification systems: 1) the Canadian Standards Association,

2) the Forest Stewardship Council and 3) the Sustainable Forestry Initiative.

VALUES
ENVIRONMENTAL Environmental values assessed by each program include conservation of biological diversity;
protection of wildlife habitat, special biological sites and endangered species; maintenance of soil and water

resources; and reforestation. Compliance with all applicable laws is required.

SOCIAL The social values that are protected include sustainability of harvest; public involvement; Aboriginal
consultation as well as use rights and title, cultural sites, and forest tenure; worker health and safety; and

mechanisms for resolving conflicts.

ECONOMIC Long-term economic viability of forest products companies and forest communities results when
fibre comes from legal and sustainable harvesting and customers use their purchasing power to support those

responsible sources.

CHAIN-OF-CUSTODY All programs include a chain-of-custody certification that verifies products purchased by
consumers that originate from certified forests and other responsible sources. Chain-of-custody is a set of
administrative and technical requirements (including inventory control) for tracing wood sources from their origins
to the first mill through to the end user. Chain-of-custody standards require screening of any non-certified wood

sources.

LABELLING Organizations that have valid chain-of-custody certification from CSA, FSC or SFI can opt to label

% FPAC.ca
— APFC.ca

products covered under the certificate.

Source: Forest Products Association of Canada

187 of 237



Northwest Alberta Commodities

Canada Forestry The forestry industry in Canada generated $CA 65 Billion in export revenues in 2019;

selling products to 140 countries. The industry creates 200,000+ direct jobs in pulp and paper product

manufacturing, wood product manufacturing, and in-forest activities The forestry industry is vital to

Canada’s economic prosperity and continued quality of life.

Of Canada’s 909 million hectares (ha) of land, 347 million ha is forest land. Canada’s forest area has

been quite stable over the past 25 years. Between 1990 and 2016, Canada’s forest area decreased by 1.3

million ha (less than half of 1%). Those forests were deforested for other land uses, such as agriculture,

roads and hydroelectric and urban developments.

Estimated area (millions of hectares) of forest in Canada

Year

1990

1995

2000

2005

2010

2015

Total Forest area

348.3

348.0

347.8

347.6

347.3

347.1

The map below shows the expanse of forested land across Canada. The Boreal forest, which expands

across the whole of the Country, accounts for 77% of all of Canada’s forested land.

Source: Natural Resources Canada
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Of all total forested land in Canada (shown in the previus map) 48% is certified; repesenting 164 million

hecatres. The graph below shows the distribution of cerfified forests across Canada.

180 - - Canada 2018 — Certified Forests — By Province (Millions of Hectares)
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Source: Forest Products Association of Canada

Photo: Unloading Logging Truck — Canfor, Grande Prairie
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Tree Types In the forestry industry tree specious are commonly referred to as hardwood or softwood.
Hardwood comes from deciduous trees (i.e .. lose their leaves); softwood comes from coniferous trees (ie..
reproduces via cones and commonly called evergreens). Different tree types have a variety of qualities

that make it best for things like furniture, housing beams, and /or pulp for paper. The table below shows

the forestry regions across Canada and the dominiant tree types found there.

Canada Forestry Regions Source: Natural Resources Canada
Forest region Location Predominant tree species
Acadian Maritimes red spruce, balsam fir, yellow birch
Boreal Northern Canada white spruce, black spruce, balsam fir, jack pine,

white birch, trembling aspen, tamarack, willow

Carolinian Southwestern Ontario beech, maple, black walnut, hickory, oak
Coast British Columbia western redcedar, western hemlock, Sitka spruce,
Douglas-fir
Columbia British Columbia western redcedar, western hemlock, Douglas-fir
Great Lakes Central Canada red pine, eastern white pine, eastern hemlock,
yellow birch, maple, oak
Montane British Columbia and Alberta Douglas-fir, lodgepole pine, ponderosa pine,

trembling aspen

Subalpine British Columbia and Alberta Engelmann spruce, subalpine fir, lodgepole pine

Distribution of forests in Canada in 2018, by type

80%

70% 68%
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40%

Share of forests
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20%
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0%

Coniferous Mixedwood Broadleaf Non-treed

Source: Statista - PREDA / REDI Licensed Access
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Forest Ownership Most of Canada’s forest land, about 94%, is publicly owned and managed by
provincial, territorial, and federal governments. In Canada, only 6% of forest lands is privately owned.
The graphic below shows the ownership This means that all those jurisdictions — provincial, territorial,
and federal — together have the ability to create and enforce the laws, regulations and policies required to

meet Canada’s commitment to sustainable forest management across the country.

Source: Natural Resources Canada

Public forest land owned by
Y
provinces and territories

() Public forest land owned by
federal government: national
parks, Department of National
Defence land and Aboriginal land

@ PFrivately owned forest land

Sidebar 4.2 The Canada — USA Softwood Lumber Dispute

Ownership of land is one of the biggest contributors to the Canada — USA Softwood Lumber Dispute. As
noted above, in Canada forest areas are mainly located on land, owned by the federal or provincial
governments (Crown land). The provinces lease these areas to forest companies for the purpose of timber
harvesting. The stumpage rates are defined by law, using a variety of administrative instruments.
Harvesting is managed by means of long-term contracts called tenures. These tenures usually involve 20-
year concessions, with the possibility of renewal. In contrast to Canada, in the United States a large
portion of the land under forests is privately owned (70%). Wood from the private sector is sold on the
open market through different buyer/seller agreements. Stumpage fees are determined on competitive
auctions. In other words, the fees charged to harvest the timber in the US are dictated by the market, rather
than the law. The difference in timber acquisition costs was the spark that ignited the softwood lumber
dispute. Namely, Canadian stumpage fees (based on labor, transportation costs, etc.) are significantly
lower than the prices in the US. In response to the lower acquisition costs for Canadian Forest companies
the USA has imposed various tariffs on Canadian softwood imports. This dispute is one of the longest
and most important trade disputes between the United States and Canada, affecting the lumber industry to

the present day.
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The graph shows Canada’s leading softwood lumber companies and the volume of softwood lumber

harvested in 2017.

Leading softwood lumber companies based on production in Canada in 2017 (in
million board feet)
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Canada Forestry Economic Impact In 2019 Canada had more than 4,300 forestry companies. Shown

in the table below, British Columbia and Quebec account for more than 60% of these forestry companies.

Number of forestry and logging companies in Canada by Province 2019

British Columbia 1,664 Newfoundland and Labrador 44
Quebec 1,132 Manitoba 33
Ontario 568 Prince Edward Island 17
New Brunswick 374 Yukon 1
Alberta 312 Northwest Territories 0
Nova Scotia 174 Nunavut 0
Saskatchewan 57 Total | 4,376

The forestry industry contributes approxinately $25 Billion dollars to Canada’s GDP. There are more than
200,000 Canadians employed directly in the forestry industry, and it is an important source of

employment for rural and aboriginal communities.

The forest industry @o Meforestindustry 6% of those
contributed e directly employed employed in the
$24.6 BILLION 209,940 peopie * forest industry were
(1.6%) to Canada’s gross N (1.1%of total INDIGENOUS.
domestic product (GDP). (2017) employment). 2017) (2016)
Where do people work in the forest ndustry? | s
17% of people employed within
the forest industry were women.
Wood prodt Of this: |
| ’ !
(R 23% 7%
of women worked of women worked
Papar =% inthe forest—in in wood product
Mk Seiing logging, forastry, manufacturing
28% and forestry and the pulp and
support activities. paper industry.

Source: The State of Canada’s Forests 2018 — Natural Resources Canada
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Number of employees of the forestry and logging industry in Canada in 2019, by
region (in 1,000s)*
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Source: Statista - PREDA / REDI Licensed Access

The above graph shows the number of employees of the forestry and logging industry in Canada in 2019,
by region. In 2019, there were around 16,100 forestry and logging industry employees in the province of
British Columbia. In comparison, Alberta reported 3,600 forestry and logging industry employees in
2019.

In Canada, Quebec has the highest volume of forest land, however it is British Columbia that has the most
economic activity relative to the forestry industry. The graphs display the percentage of Canadian forest
industry real gross domestic product (RDP) by region and $ value of each provincial forestry product
exports . The greatest RDP percentage was in British Columbia (30%), followed by Quebec (28%).

Pulp produced in the eastern provinces is mostly used directly in the domestic manufacturing of paper

products, while wood pulp produced by western provinces is mostly destined for export.
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Canada - Forest industry real gross domestic product by region
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Source: The State of Canada’s Forests 2018 — Natural Resources Canada

Canada Forestry Exports The table shows the export value of forest products from Canada from 2015

to 2019 broken down by product type at the HS Code Level 1. In 2019, approximately 15.5 billion

dollars of wood and related products were exported, 7.9 Billion of pulp, and 9.7 billion of paper and

related products.

Canada Export Revenues — Forestry Products ($CA Millions)
HS Code Level 1

2015 2016 2017 2018 2019

HS 44 - Wood and Articles of Wood 14,930.46 | 17,456.54 | 18,274.70 | 18,502.41 | 15,531.35

HS 47 - Pulp of Wood, Waste and Scrap 8,042.51 7,613.05| 8,267.46 | 9,732.65 | 7,988.72

HS 48 - Paper, Paperboard and Articles 9,864.81 9,472.50 | 9,346.53 | 10,331.71 9,730.41

Total 32,837.78 | 34,542.09 | 35,888.69 | 38,566.77 | 33,250.48
Source: Industry Canada Trade Data

Export revenues generated from forest products varies significantly across Canada. As shown in the graph
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below British Columbia is Canada’s leader.

Exports (billions of dollars)
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Softwood lumber BN Newsprint Bl Printing and writing paper
Structural wood panels B Wood pulp B Other

Source: The State of Canada’s Forests 2018 — Natural Resources Canada
Sidebar 4.3 Newsprint
Canada is the world’s largest producer of newsprint, and the largest producer of northern bleached
softwood kraft pulp. While in theory, any tree can be used for pulp-making, coniferous trees are preferred
because the cellulose fibers in the pulp of these species are longer, and therefore make stronger paper.
Some of the most commonly used softwood trees for paper making include spruce, pine, fir, larch and

hemlock, and hardwoods such as eucalyptus, aspen and birch. Woodpulp is also used to make tissue.
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Alberta Forestry Alberta has 38 million hectares of provincially owned forests of which approximately
50% is certified. The Alberta forest products’ sector today supports over 50 rural communities through
employment, taxation, and other related economic activity. About 18,000 Albertans are directly and
indirectly employed in the sector, and its forest products are shipped both domestically and globally.
Industry revenues exceed $6.5 billion from harvesting operations and the sale of lumber, pulp, newsprint,

wood panels, engineered wood products (e.g. Oriented Strand Board) , and bioenergy (e.g. wood pellets).

Source: Alberta Forestry

The raw input for any forestry industry is trees. Trees are cut down (harvested) and converted into a
useable consumer product. Alberta owns all timber located on provincial public lands. Under Alberta's
Forests Act, the right to harvest Crown timber is allocated to companies and individuals through forest
tenures. There are three main forest tenure systems in Alberta: Forest Management Agreements (FMA),
Timber Quotas, and Timber Permits. The Alberta government does not transfer land ownership rights
through these forest tenures. Each forest tenure gives the holder specific rights and responsibilities to
manage the forest and harvest timber for either short or long periods. Broadly speaking, tenure allocations

in Alberta are either area-based or volume-based.

Area-based tenures give the tenure holder the right to harvest a specified volume of timber from a
specified area or all the timber in a specified area. Forest Management Agreements are an example of

area-based tenures.

Volume-based tenures give the tenure holder the right to a percentage of Annual Allowable Cut (AAC;
measured in timber volume) within a specific area or a specified volume from a specific area. Coniferous

timber quotas and timber permits are examples of volume-based tenures.

The following map shows the forestry units across Alberta. Approved Forestry tenures (FMA’s, and
Timber Quotas / Permits) indicate where the holder is permitted to harvest timber and what type of tree

(coniferous or deciduous).
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Forestry Management Agreements The details of where, when, and how trees on Crown land in
Alberta are harvested and managed for sustainability are contained in Forest Management Plans approved
by the Government of Alberta, with input from public and other stakeholders. Forest Management Plans
prepared by industry, are a requirement of Forest Management Agreements negotiated between the
Government of Alberta and forest companies. Forest Management Agreements provide companies with
rights to harvest and reforest trees on Crown land and ensure activities are carried out in a sustainable

manner.

The Forest Management Plan is a technical document (usually 200+ pages) describing forest management
objectives, strategies, and commitments. It identifies intended methods of cutting, reforesting, and
managing timber resources within the defined area of responsibility. The forest management planning
time frame considered is 200 years; this generally represents two full life cycles, or "rotations", for trees in
the Forest Management Agreement. They must also consider a broad range of forest values and social,

economic, and environmental factors such as watershed, environment, and wildlife habitat.

The operational components of forest management plans are prepared for a 10-year term and show the
extent and size of the forest management area they cover, specific stands identified for harvest in the next
ten years, and reforestation treatments to be implemented. Alberta presently has 20 Forestry

Management Agreements; 12 of which are in the PREDA/REDI regions.

Forestry Management Agreements
PREDA / REDI

Tolko, Norbord, La Crete Sawmill (F26)
Manning Forest Products (P20}
Mercer Peace River Pulp (P19, P21)
Canfor (G16)
Weverhaunser (G15)
ANC Timber (W15}
Millar Western (W13)
Blue Ridge Lumber (W14)
Tolko High Prairie (519}
Tolko/Vanderwell "West Fraser (S17)
West Fraser HP/SL {S20)
West Fraser/Tolko (521)

Note: Government of Alberta is responsible for preparing Forest Management Plans for forest units not included in industry
assigned Forest Management Agreement areas.
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Timber Quotas A timber quota is a type of forest tenure that lasts for 20 years. It is renewable so long as
the quota holder is in good standing. There are 2 types of timber quotas in Alberta: coniferous timber
quota (CTQ) or deciduous timber allocation (DTA). Timber quotas can be issued within Alberta’s Green
Area and White Area and can exist within (or on) the lands that comprise a Forest Management
Agreement. The size of timber quotas can vary. In Alberta, timber quotas range from less than 1,000 m3
to just over 1,000,000 m3. Timber quotas holders are not responsible for forest management plan
development but are expected to participate in planning. Timber quota holders with a combined Annual
Allowable Cut of 10,000 m3 or greater are responsible for reforestation. Timber quota holders with less
than 10,000 m3 can either do the reforestation themselves or pay a reforestation levy that is in support of
groups like the Forest Resource Improvement Association of Alberta to do the reforestation. Timber
quotas are issued under the authority of the Forests Act. In 2019 there were 115 approved Timber Quotas
in Alberta — 50% of these were located within the boundaries of PREDA / REDI. The table lists the
approved timber quotas as of January 2020.

Note the Forestry Unit# references the previous map. Also, by definition the holders of formal FMA’s have timber harvest
rights within their FMA boundaries. Some of these larger companies also acquire timber quota approvals outside of their own
FMA’s.

Source: Alberta Forestry

Forestry Unit Company Tree Type Annual Allowable Cut (M3)
Al4 Northland Forest Products Ltd. Conifer (Softwood) 83,749
A15 Northland Forest Products Ltd. Conifer (Softwood) 244,465
B12 Spray Lake Sawmills {1980) Ltd. Conifer (Softwood) 38,313
B12 Sundre Forest Products Inc. Conifer (Softwood) 3,500
B12 J.H. Neilson Forest Products Ltd. Conifer (Softwood) 3,500
B12 Precision Forest Industries Ltd. Conifer (Softwood) 3,500
B12 Precision Forest Industries Ltd. Conifer (Softwood) 3,500
B12 Canadian Forest Products Ltd. Conifer (Softwood) 13,810
B12 Spray Lake Sawmills {1980) Ltd. Deciduous (Hardwood) 20,462
C05 793128 Alberta Ltd. Conifer (Softwood) 2,604
C05 770538 Alberta Ltd. Conifer (Softwood) 6,912
Co5 Spray Lake Sawmills {1980) Ltd. Conifer (Softwood) 45,872
Co5 Crowsnest Forest Products Ltd. Conifer (Softwood) 92,613
EO8 Foothills Forest Products Inc. Conifer (Softwood) 451,177
EO8 Foothills Forest Products Inc. Deciduous (Hardwood) 13,621
F11 Crestview Sawmills Ltd. Conifer (Softwood) 22,939
F11 Evergreen Lumber Inc. Conifer (Softwood) 9,955
F11 Norbord Inc. Deciduous (Hardwood) 22,000
F11 Power Wood Canada Corp. Deciduous (Hardwood) 32,491
F11 Power Wood Canada Corp. Deciduous (Hardwood) 34,522
F11 Norbord Inc. Deciduous (Hardwood) 47,969
F14 Tolko Industries Ltd. Conifer (Softwood) 26,523
F14 NDEH Limited Partnership Conifer (Softwood) 52,333
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Forestry Unit Company Tree Type Annual Allowable Cut
(m3)
F14 NDEH Limited Partnership Deciduous (Hardwood) 77,771
F23 Askee Development Corporation Conifer (Softwood) 129,150
F23 Askee Development Corporation Conifer (Softwood) 129,150
F23 Askee Development Corporation Deciduous (Hardwood) 291,800
F26 Power Wood Canada Corp. Deciduous (Hardwood) 118,288
F26 Power Wood Canada Corp. Deciduous (Hardwood) 118,288
F26 Netaskinan Development {GP) Ltd. Deciduous (Hardwood) 30,000
F26 Netaskinan Development {GP) Ltd. Deciduous (Hardwood) 50,000
F26 NDEH Limited Partnership Deciduous (Hardwood) 2,230
F26 Mercer Peace River Pulp Ltd. Deciduous (Hardwood) 179,837
F51 Norbord Inc. Deciduous (Hardwood) 100,000
G12 Red Willow Timber Corporation Deciduous (Hardwood) 18,500
G14 Norbord Inc. Deciduous (Hardwood) 21,000
G15 Tolko Industries Ltd. Deciduous (Hardwood) 114,406
G15 Tolko Industries Ltd. Deciduous (Hardwood) 168,548
G15 Norbord Inc. Deciduous (Hardwood) 169,546
Gl6 Norbord Inc. Deciduous (Hardwood) 1,365,625
G16 Tolko Industries Ltd. Deciduous (Hardwood) 80,000
Lo1 Northland Forest Products Ltd. Conifer (Softwood) 33,319
Lo1 Alberta Forest Industries Ltd. Conifer (Softwood) 7,058
Lo1 Ed Bobocel Lumber {1993) Ltd. Conifer (Softwood) 14,423
L0O2 Vanderwell Contractors {1971) Ltd. Conifer (Softwood) 47,717
L02 Vanderwell Contractors {1971) Ltd. Conifer (Softwood) 16,131
L02 Ed Bobocel Lumber {1993) Ltd. Conifer (Softwood) 18,295
LO3 Northland Forest Products Ltd. Conifer (Softwood) 158,800
LO8 Ed Bobocel Lumber {1993) Ltd. Conifer (Softwood) 20,739
LO8 Northland Forest Products Ltd. Conifer (Softwood) 4,161
P14 Boucher Bros. Lumber Ltd. Conifer (Softwood) 74,191
P14 Community Based Value-Added Corp. Deciduous (Hardwood) 95,352
P19 Canadian Forest Products Ltd. Conifer (Softwood) 366,507
P19 Zavisha Sawmills Ltd. Conifer (Softwood) 62,105
P19 Tolko Industries Ltd. Conifer (Softwood) 94,056
P20 Mercer Peace River Pulp Ltd. Deciduous (Hardwood) 325,500
P21 Boucher Bros. Lumber Ltd. Conifer (Softwood) 40,930
P21 Tolko Industries Ltd. Conifer (Softwood) 76,219
P21 Kee Tas Kee Now Sawmill Ltd. Conifer (Softwood) 74,098
P21 West Fraser Mills Ltd. Conifer (Softwood) 193,209
P52 Canadian Forest Products Ltd. Conifer (Softwood) 3,195
P52 Zavisha Sawmills Ltd. Conifer (Softwood) 14,754
P52 Norbord Inc. & Clear Hills County Loggers Deciduous (Hardwood) 31,229
P55 Community Based Value-Added Corp. Conifer (Softwood) 26,030
P55 Mercer Peace River Pulp Ltd. Deciduous (Hardwood) 193,428
R10 Robert McLean Conifer (Softwood) 2,086
R10 Stanley Cech, Christopher Cech & Joey Cech | Conifer (Softwood) 1,043
R10 Sundre Forest Products Inc. Conifer (Softwood) 18,648
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Forestry Unit Company Tree Type Annual Allowable Cut (m3)
R10 Strachan Forest Products Ltd. Conifer (Softwood) 17,734
R10 Vanderleek & OpdenDries Investments Ltd. | Conifer (Softwood) 17,734
R10 McLean Forest Products Ltd. Conifer (Softwood) 4,043
R10 Sundre Forest Products Inc. Deciduous (Hardwood) 10,640
R10 Weyerhaeuser Company Limited. Deciduous (Hardwood) 23,643
R13 Precision Forest Industries Ltd. Conifer (Softwood) 1,926
R13 Tall Pine Timber Co. Ltd. Conifer (Softwood) 670
R15 Weyerhaeuser Company Limited. Conifer (Softwood) 15,113
R15 Brisco Wood Preservers Ltd. Conifer (Softwood) 5,729
R15 EDFOR Co-operative Ltd. Conifer (Softwood) 91,645
R15 Millar Western Forest Products Ltd. Conifer (Softwood) 10,000
R15 ANC Timber Ltd. Conifer (Softwood) 98,427
R15 Dale Hansen Conifer (Softwood) 12,607
R15 Millar Western Forest Products Ltd. Conifer (Softwood) 1,598
R15 Blue Ridge Lumber Inc. Conifer (Softwood) 43,054
R15 Tall Pine Timber Co. Ltd. Conifer (Softwood) 23,136
R15 Tall Pine Timber Co. Ltd. Conifer (Softwood) 4,798
R15 Tall Pine Timber Co. Ltd. Conifer (Softwood) 16,474
R15 Weyerhaeuser Company Limited. Deciduous (Hardwood) 30,716
S10 West Fraser Mills Ltd. Conifer (Softwood) 56,789
S10 Boucher Bros. Lumber Ltd. Conifer (Softwood) 39,807
S10 Kee Tas Kee Now Sawmill Ltd. Deciduous (Hardwood) 65,000
S11 S-11 Logging Company Ltd. Conifer (Softwood) 84,512
S14 West Fraser Mills Ltd. Conifer (Softwood) 58,950
S14 Kee Tas Kee Now Sawmill Ltd. Conifer (Softwood) 58,950
S16 West Fraser Mills Ltd. Conifer (Softwood) 7,390
S16 West Fraser Mills Ltd. Deciduous (Hardwood) 13,330
S18 Vanderwell Contractors {1971) Ltd. Conifer (Softwood) 28,357
S18 West Fraser Mills Ltd. Conifer (Softwood) 95,743
S19 West Fraser Mills Ltd. Conifer (Softwood) 57,874
S19 Atikameg Timber Ltd. Deciduous (Hardwood) 50,000
S20 Vanderwell Contractors {1971) Ltd. Conifer (Softwood) 116,949
S20 Millar Western Forest Products Ltd. Conifer (Softwood) 271,343
S21 1104384 Alberta Ltd. Conifer (Softwood) 6,476
S22 Vanderwell Contractors {1971) Ltd. Conifer (Softwood) 47,808
S23 Ed Bobocel Lumber {1993) Ltd. Conifer (Softwood) 16,090
S26 1104384 Alberta Ltd. Conifer (Softwood) 3,723
w14 Millar Western Forest Products Ltd. Conifer (Softwood) 69,508
w14 ANC Timber Ltd. Deciduous (Hardwood) 48,650
w14 ANC Timber Ltd. Deciduous (Hardwood) 32,975
w14 Millar Western Forest Products Ltd. Deciduous (Hardwood) 144,600
W15 Blue Ridge Lumber Inc. Conifer (Softwood) 219,260
W15 Millar Western Forest Products Ltd. Conifer (Softwood) 170,927
W16 Millar Western Forest Products Ltd. Conifer (Softwood) 6,431
W16 Millar Western Forest Products Ltd. Deciduous (Hardwood) 7,634
W16 Weyerhaeuser Company Limited. Deciduous (Hardwood) 45,000
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Commercial Timber Permits Commercial Timber Permits (CTP) are timber dispositions issued
pursuant to section 22 of the Forests Act, and sections 37 to 41 of the Timber Management Regulation
authorizing a person to harvest Crown timber. Generally Commercial Timber Permits are less than 5000
m3 of timber. In 2019 there were 264 active Commercial Timber Permits in Alberta. Commercial Timber
Permits are allocated for both coniferous and deciduous timber in Alberta. These permits are allocated by
competitive auctions and tenders. Commercial Timber Permit holders pay a reforestation levy or fee to an
authorized association to do the reforestation. The most recent public opening of sealed tenders for 12
coniferous commercial timber permits and 1 deciduous timber permit was held on October 10, 2019:

results shown below.

B12 4,620 0 $4.78  $22,844.70  $2.92 $69.66 $8.39 $0.00 Coleman $18.79
B12 2,940 0 $4.78 = $14,655.90  $2.96 $69.91 $8.39 $0.00 Coleman $18.79
Ccos 904 0 $4.78 $5,054.44 $2.90 $69.56 $8.39 $0.00 NO BIDS

Ccos 1869 0 $4.78 $9,382.47 $1.98 $64.19 $8.39 $0.00 NO BIDS

Co5 1,240 0 $4.78 $6,561.40 $0.71 $56.70 $8.39 $0.00 NO BIDS

G15 10,249 0 $4.78 $59,978.01 = $9,754.06 $156.71 $8.39 $0.00 Weyerhaeuser. $37.45
R10 8,188 1,598 $4.78 $41,494.36  $8.97 $105.26 $8.39 $0.00 Millar Western $20.79
R10 3,068 801 $4.78 $16,503.49  $14.68 $138.86 $8.39 $0.00 Millar Western $20.79
R10 2,718 1,402 $4.78 $15,630.25  $20.21 $171.41 $8.39 $0.00 Millar Western $20.79
R10 6,197 769 $4.78 $31,163.44 $11.74 $121.54 $8.39 $0.00 Millar Western $20.79
R10 9,252 2,140 $4.78 $47,135.02  $17.18 $153.56 $8.39 $0.00 Millar Western $20.79
R15 3,321 366 $4.78 $17,107.84  $5.98 $87.86 $12.58 $0.00 Millar Western $28.74
L51 0 4,368 $2.02 $7,691.28 $11.56 $79.69 $0.00 $1.08 NO BIDS

Community Timber Permit is a timber disposition that authorizes a small operator to harvest a specified
volume of coniferous only Crown timber from public lands. The size of the permit can vary but are
generally less than 5000 m3 and are issued to operators harvesting less than 21,000 m3 of timber.
According to the Timber Management Regulations the total number of community loggers must not
exceed 320, and the total number of community manufacturers must not exceed 180. The province issues
an average of 50 permits per year. Community Timber Permits are issued for terms between one and two
years, unless otherwise approved. Permit holders are generally small business, self-employed loggers who

sell their tree harvest to sawmills, pulp mills, mills, and / or wood product manufacturers.
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Major Forestry Companies in PREDA / REDI Regions

& Norbord Norbord is a leading global manufacturer of wood-based panels with assets of US $1.9
billion and annual sales of approximately US $1.7 billion. The company has 2,700 employees worldwide.
Based in Toronto, Canada Norbord has 17 operations in the United States, Europe, and Canada - 15
Oriented Strand Board mills, 1 Medium Density Fiberboard mill; 2 Particleboard mills, and 1 Furniture
plant. In 2015 Norbord acquired Ainsworth Lumber Co. Ltd., adding four OSB mills located in 100 Mile
House, British Columbia; Grande Prairie, Alberta; High Level, Alberta; and Barwick, Ontario.

TOLKO Founded by the Thorlakson family in 1956 in British Columbia, Tolko’s expansion into
Alberta started in 1994 with construction of the Oriented Strand Board (OSB) mill in High Prairie, AB. In
1999 the Company purchased the sawmill in High Level, AB, one of the largest lumber producers in the
province. Today the operation is considered one of the most modern and productive dimension lumber
mills in the province; with 325 employees . High Level will also be home to a joint venture pellet plant to
reduce carbon footprint and bring economic, employment, and other spinoff benefits to the community.
Construction on the plant will be completed in the second half of 2020. The name of the company —

Tolko - is composed of every second letter of the founding family name.

/M MERCER Mercer International entered the forest products business in 1993 with the acquisition of
a large German group of previously state-operated pulp and paper facilities. In December 2018, Mercer
acquired Daishowa-Marubeni International Ltd., which included the bleached kraft pulp mill near
Peace River, Alberta and a 50% interest in Cariboo Pulp & Paper, a bleached kraft pulp mill in
Quesnel, British Columbia.

MDIER & Manning Diversified Forest Products Ltd. (MDFP) is a manufacturer of Dimension
Lumber, and Lumber By-Products such as Chips, Shavings, Pellets and Hog Fuel. MDFP was purchased
by West Fraser Mills in November 2015.

Canfor traces its roots to the late 1930s, when Austrians Prentice and Bentley form a furniture
and paneling veneer company in Vancouver, BC. Securing a stable log supply with the purchase of
timber rights on Vancouver Island in 1944, the company is re-named Canadian Forest Products Limited.

In 1955, Canfor purchased 50% of Northern Plywood Ltd. in Grande Prairie, Alberta. The other 50% is
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purchased later, along with several other bush mills in the area. Further expansion in the north occurs in
1981 when the company acquires Swanson Lumber Co. Ltd., which has major sawmills and woodlands

operations in High Level, AB and Fort St. John, B.C.

VAN Weyerhaeuser Weyerhacuser began more than 100 years ago with 900,000 acres of timberland,
three employees and a small office in Tacoma, Washington. In 1965 the company built its first Canada
operation, a bleached kraft pulp mill in Kamloops, British Columbia. Weyerhaeuser acquired MacMillan
Bloedel, Canada's largest and oldest forest products company, based in Vancouver, B.C. Weyerhaeuser

maintains a Timberland Operations Office and a Lumber Mill in Grande Prairie, AB.

eteSaw,,

o e hired for the initial construction of the mill with a focus of marketing products into

Locally owned and established in 1989, La Crete Sawmills Ltd. began with 4 employees
Japan. Over the course of the last 25 years, the Company’s markets have expanded to cover North

America as well as overseas. Currently, La Crete Sawmills has a team of 110 employees producing 64

million board feet of lumber; 65,000 tonnes of pellets annually; and thousands of bags of wood shavings.

Zavisha Sawmills is a 3rd generation family business that was started in 1943. Most of

the lumber was sold green and shipped direct from the bush operations to a box car on the
NAR railroad in Hines Creek. Most of these sales went to Ontario and the U.S. In 1987 the Company
expanded into export markets - Germany, the United Kingdom, Belgium, France, Algeria, Iran, Australia,
Taiwan, Japan, and the United Arab Emirates. Today, most of Zavisha’s production is sold to the North

American and Japan Markets.

A Millar Western is a privately held Alberta-based forest products company that has been in
A’\'r"sémn'?v business for more than a century. The Company produces pulp and lumber at
manufacturing facilities in Whitecourt and Fox Creek with 550 employees full-time, and hundreds more
on a contract basis. Millar Western lumber is exported to North American and Asian markets, while its

pulp is shipped to papermakers primarily in Asia and Europe.

<NO Logo> Boucher Brothers Lumber is located in Nampa, AB. Their website is currently under

construction.

205 of 237



Northwest Alberta Commodities

Alberta Forestry Exports The tables below show Alberta’s export revenues generated from forestry
products in 2019. Note that fuel wood (pellets), lumber, oriented strand board, and wood pulp are
produced in and exported from Northwest Alberta.

Alberta 2019 Export Revenues - Wood and Pulp Products (SCA)
HS Code Level 4
All % from

Countries USA Sales
HS 4401 - Fuel Wood; Wood in Chips or Particles; Sawdust, Shavings, Wood Waste 13,928,470 100%
HS 4402 - Wood Charcoal (Including Shell or Nut Charcoal) 1,732 0%
HS 4403 - Wood in The Rough 11,413,761 99%
HS 4404 - Hoopwood, Split Poles, Piles, Pickets and Stakes 2,046,266 100%
HS 4405 - Wood Wool; Wood Flour 0 0%
HS 4406 - Wood Cross-Ties (Sleepers) Railway/Tramway 66,123 100%
HS 4407 - Lumber (Thickness >6Mm) 886,970,423 86%
HS 4408 - Veneer/Plywood Sheets (Thickness <6Mm) 110,226 95%
HS 4409 - Wood (Lumber) Continuously Shaped 5,359,581 99%
HS 4410 - Particle Board of Wood or Other Ligneous Material (including OSB) 450,564,524 98%
HS 4411 - Fibreboard 66,970,522 100%
HS 4412 - Plywood (Plies <6Mm Thick) and Veneered or Laminated Panels 17,140,278 100%
HS 4413 - Densified Wood - in Blocks, Plates, Strips or Profile Shapes 15,065 100%
HS 4414 - Wooden Frames 412,728 99%
HS 4415 - Cases, Boxes, Crates, Drums, Pallets, Load Boards and Similar Packing 2,540,431 80%
HS 4416 - Casks, Barrels, Vats, Tubs , Other Coopers' Products; Parts of Wood 0 0%
HS 4417 - Tools (Bodies and Handles), Broom/Brush Bodies, Footwear Parts of Wood 34,426 0%
HS 4418 - Windows, Doors, Shingles and Shakes, Panels and Other Builders Joiners 18,714,203 88%
HS 4419 - Tableware and Kitchenware of Wood 700 0%
HS 4420 - Wood Statuettes, Ornaments, Caskets, Cases; Wood Marquetry, Inlaid 188,568 72%
HS 4421 - Other Articles Nes of Wood 13,500,757 100%
HS 4701 - Mechanical Woodpulp 0 0
HS 4702 - Chemical Woodpulp - Dissolving Grades 0 0
HS 4703 - Chemical Woodpulp - Soda or Sulphate 1,323,628,950 54%
HS 4704 - Chemical Woodpulp - Sulphite 0 0
HS 4705 - Semi-Chemical Wood Pulp 447,848,042 6%
HS 4706 - Pulp of Cotton Linters and Other Fibrous Cellulosic Substances 61,478 0
HS 4707 - Waste/Scrap of Paper or Paperboard 27,349,119 23%

Source: Industry Canada Trade Date

Notes: Oriented strand board (OSB) is a type of engineered wood similar to particle board, formed by
adding adhesives and then compressing layers of wood strands (flakes) in specific orientations.

206 of 237



Northwest Alberta Commodities

Lumber Very Important Export for Northwest Alberta

In Alberta Lumber (>6mm) exports generated 886.9 $Million in the year 2019 with the vast majority

going to the United States. Almost all of these exports to the United States were softwoods (e.g. pine,

fir, and spruce) — 99%. The table below shows the export revenues generated by distribution across the

United States.

Alberta 2019 Export Revenues — By US State

Lumber, coniferous, thickness > 6 mm

Texas 119,778,586 California 11,067,825
Minnesota 69,347,121 Colorado 6,402,560
Illinois 56,458,340 Arkansas 4,508,616
Wisconsin 46,240,870 Maryland 4,464,351
Alabama 40,033,596 Mississippi 4,202,277
Kentucky 31,553,903 Nevada 5,735,477
Tennessee 28,420,984 Oregon 3,679,130
Montana 27,808,940 New Hampshire 3,269,079
North Carolina 24,234,145 Louisiana 3,145,899
Indiana 23,195,736 New Mexico 2,475,168
New York 21,474,190 Wyoming 2,191,821
Georgia 21,052,978 Massachusetts 2,091,682
lowa 19,306,477 Oklahoma 2,067,967
Arizona 22,393,812 Utah 1,937,223
Missouri 17,335,228 South Carolina 1,626,211
Michigan 16,750,214 Virginia 1,468,496
Nebraska 16,352,182 Idaho 1,046,084
South Dakota 14,881,224 Connecticut 748,531
Washington 14,654,774 New Jersey 687,174
Ohio 13,175,796 Delaware 160,622
Kansas 13,025,779 West Virginia 131,801
North Dakota 12,489,668 Maine 108,804
Pennsylvania 10,346,842 Hawaii 70,839
Florida 10,272,332 Alaska 4,997
Vermont 9,886,980 Total United States 763,763,331

Source: Industry Canada Trade Data

Total All Countries

886,076,785

207 of 237




Northwest Alberta Commodities

Lumber Very Important Export for Northwest Alberta

Source: Alberta Economic Dashboard The table shows the total softwood lumber produced in

Sdtwoogl:‘“mber RGO 2019 Canada in 2019. The next table shows that Alberta exported
ousand M3
Canada 57,653.20 | 57% of all lumber production in 2019; almost all of it going
British Columbia 23,236.00 to the United States.
Alberta 7,879.60
Ontario 5,824.30
Quebec 13,642.50 Transporting Lumber Exports: In 2019 there were 411
Nova Scotia 1,046.90 | shipments of lumber exported from Alberta:
New Brunswick 3,359.70

representing4,456,801 MQT (international symbol for cubic

meters) in volume. The table below shows the 411 export shipments by volume to each country of

destination, by the mode of transport, and the export point from Canada.

Alberta 2019 Lumber Exports — Destination, Volume, Mode of transport, and Port of Export
Number of Shipments

Destination Volume MTQ Road Rail Water Air Port of Export
Australia 12 1 Vancouver
Belize 1 1 Halifax
China 125073 7 2 PR/5VAN
Cuba 20 4 Halifax
Dominican Republic 77 1 Halifax
Estonia 10 1 | Calgary
Germany 118 1 | Calgary
Hong Kong 467 1 Vancouver
India 633 1 Vancouver
Indonesia 38 1 Vancouver
Japan 169143 3 Vancouver
Mexico 2564 1 Ft. Frances, ON
New Zealand 26 1 Vancouver
Paraguay 283 1 Vancouver
Philippines 25599 1 Vancouver
South Korea 10139 1 Vancouver
Taiwan 1519 3 Vancouver
United Arab Emirates 35 1 Montréal
United Kingdom 501 1 | Calgary
United States 4,120,543 223 156 Various
Total 4,456,801 223 157 28 3

Source: Statistics Canada — Custom Request
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Lumber Very Important Export for Northwest Alberta
Lumber Exports # of Shipments by Mode of Transport

38% 7% <1%

Sp—— y
- -—

As previously noted, most of Alberta’s exports of lumber (the majority is softwoods) are sold to the
United States. The mode of transport used is a combination of three variables. Where the lumber was
loaded in Alberta (i.e.... access to rail or not); where the lumber is going (i.e.... access to rail or not) and
the volume of the shipment (i.e.... transloading facilities needed or not). The tables below show the

details of the volumes of lumber exported to the Untied by mode of transport and the point of export .

Alberta Lumber Points of Export to USA — By Rail Alberta Lumber Points of Export to USA — By Road
Volume and # Shipments Volume and # Shipments
Export Point MTQ # Shipments Export Point MTQ # Shipments
Fort Frances, ON 2,474,045 41 North Portal, SK 249,458 39
North Portal, SK 244,306 27 Coutts, AB 243,098 40
Emerson, MB 239,347 24 Emerson, MB 172,648 34
Fort Erie, ON 142,298 6 Abbotsford, BC 22,448
Pacific Highway. BC 103,557 16 Roosville, BC 20,447
Sarnia, ON 44,357 13 Pacific Highway, BC 17,919 20
Stanhope, QU 43,799 5 Kingsgate, BC 11,114 11
St-Armand, QU 26,242 5 Boissevain, MB 6,824 9
Kingsgate, BC 14,852 6 Regway, SK 5,367 8
Coutts, AB 9,201 9 Fort Erie, ON 2,333 3
Windsor, ON 266 1 Sprague, MB 1,536 5
Gretna, MB 257 1 Sarnia, ON 774 3
St-Bernard, QU 257 1 Osoyoos, BC 663 6
Sault Ste. Marie. ON 255 1 Stanhope, QU 629 2
Total 3,343,039 156 Fort Frances, ON 587 2
South Junction, MB 491 4
Note: The number of lumber export shipments is greater using Windsor , ON 489 4
trucks, but the volume exported by lesser train export
shipm;ents is significantly Eigher. 'F/his difference i.fcreated by St-Bernard, QU 06 !
the reality of logistics reporting. A truck load is typically Sault Ste. Marie, ON 60 1
recorded at the export point with one driver with one (maybe Boundary Bay, BC 11 1
two) loads of lumber. A single rail shipment recorded though Total 777,504 223

could be 5 or more cars loaded with lumber.
Source: Statistics Canada — Custom Request
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Oriented Strand Board Very Important Export for Northwest Alberta

In 2019 Oriented Strand Board (OSB) generated $449,585,806 in export revenues; significantly lower

than the export revenues generated in 2018. Alberta’s export revenues from sales of OSB are very

dependent upon housing starts in the United States and the fluctuating prices through supply and demand.

Alberta Export Revenues $CA — Oriented Strand Board HS 441012
2015 2016 2017 2018 2019
United States 319,741,380 | 426,165,854 | 554,957,825 | 702,475,425 | 440,049,048
Japan -- 20,437 56,348 1,266,179 9,032,081
Total All Countries 320,808,321 | 428,444,218 | 555,942,990 | 705,761,632 | 449,585,806

Source: Industry Canada Trade Data

The table below show that 98% of all export revenues Alberta generated from the sale of OSB were

consistently to the United States with the State of California being the largest buyer.

Source: Industry Canada Trade Data

Alberta Export Revenues $CA — Oriented Strand Board HS 441012

2015 2016 2017 2018 2019
California 107,812,761 | 106,429,222 | 139,453,753 | 142,085,839 | 84,763,230
Idaho 24,393,448 | 57,487,456 | 85,262,359 | 103,374,755 | 63,286,985
Oregon 24,709,203 | 41,886,719 | 52,880,545 | 67,015,033 | 47,508,978
Washington 48,528,049 | 38,255,937 | 40,283,155 | 41,675,683 | 45,752,984
Utah 21,423,999 | 12,986,055 | 11,496,895 | 40,638,742 | 29,280,579
Colorado 36,183,475 | 45,035,479 | 60,079,761 | 51,789,647 | 25,669,174
Pennsylvania 366,161 | 32,243,854 | 45,195,440 | 44,151,154 | 25,427,206
Texas 321,602 2,740,304 3,397,717 | 28,352,636 | 16,599,302
Indiana 2,485,221 8,010,451 18,328,120 | 37,584,501 | 16,523,637
Montana 8,940,174 9,292,413 | 16,780,615 | 24,468,776 | 14,244,565
Minnesota 6,124,519 | 16,046,070 | 22,936,104 | 28,145,219 | 13,021,526
lllinois 3,025,740 6,058,708 3,907,160 | 13,344,061 | 11,011,620
Arizona 16,576,351 | 12,389,515 | 14,628,467 | 19,302,096 6,174,011
North Carolina 85,290 5,326,738 6,825,419 9,184,201 6,077,710
Nevada 7,688,975 4,045,186 4,704,176 5,654,948 5,207,422
Wisconsin 1,795,430 3,920,269 4,059,835 6,805,279 4,452,939
Alaska 922,814 2,459,080 4,431,176 4,369,789 3,955,976
Georgia 3,663,832 5,061,109 5,827,562 3,542,573
New Mexico 2,407,364 1,628,845 1,007,725 3,317,978 3,023,178
Michigan 1,426,044 2,144,285 1,815,302 4,486,693 2,316,742
Nebraska 1,700,603 1,466,850 1,388,199 3,666,381 2,215,784
Wyoming 369,750 269,800 1,322,255 1,662,977 1,797,304
Ohio 150,739 132,169 1,163,270 2,037,381 1,223,432
Kansas 204,747 5,182,178 542,036 2,490,887 1,159,016
Missouri 457,783 846,056 225,233 2,631,160 1,070,544
Other US States 1,641,138 6,218,383 7,781,999 8,412,047 4,742,631
USA Total 319,741,380 | 426,165,854 | 554,957,825 | 702,475,425 | 440,049,048
Total All Countries | 320,808,321 | 428,444,218 | 555,942,990 | 705,761,632 | 449,585,806
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Oriented Strand Board Very Important Export for Northwest Alberta

Transporting OSB: In 2019 Alberta exported 1.7 Million MTQ of Oriented Strand Board to the United

States; representing 196 export shipments - 98 shipments were by road; 97 shipments were by rail, and 1

shipment was by water. Similar to lumber shipments, the volume of OSB exported through rail is

significantly higher than road.

Alberta OSB Points of Export to USA — By Road

Volume and # Shipments

Export Point MTQ # Shipments
North Portal, SK 37,104 13
Coutts, AB 84,173 24
Emerson, MB 10,925 10
Abbotsford, BC 22,448 7
Rossville, BC 20,790 7
Pacific Highway, BC 8,121 6
Kingsgate, BC 75,454 12
Boissevain, MB 147 1
Regway, SK 861 6
Sprague, MB 836 6
Osoyoos, BC 1,322 4
Paterson, BC 118 1
Pigeon River, ON 75 1

Total | 262,374 98

Source: Statistics Canada — Custom Request

£ TSTRAND

Alberta OSB Points of Export to USA — By Rail
Volume and # Shipments

Export Point MTQ # Shipments
North Portal, SK 5,674 3
Coutts, AB 136,611 17
Emerson, MB 50,890 11
Pacific Highway, BC 802,225 22
Kingsgate, BC 293,509 16
Sarnia, ON 4.320 5
Fort Erie, ON 375 1
Fort Frances, ON 146,823 22

Total | 1,436,111 97

Alberta OSB Points of Export to
Volume and # Shipments

USA - By Water

Export Point MTQ # Shipments
Prince Rupert
(to Alaska) 1,789 1

oss PRODUCTS Produced in Alberta at the High Prairie & Slave Lake locations

@ HorbnrdTrUbordprOduced in Alberta at the High Level & Grande Praire locations

SHEATHING
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Sidebar 4. 4 Northwest Alberta’s Industrial Hardwoods:

’; Trembling aspen is one of the most widely

3 distributed tree species in North America. Aspen
mixed with the spruces and pines form
communities that dominate over half of Alberta’s
forests. Once referred to as a “weed” species and a

huge and hidden hardwood resource, trembling

. % ?
= 3
<

aspen, grouped together with balsam poplar
constitutes 81% of Alberta’s hardwood inventory.
Today, Aspen is a major source of raw material for
the production of pulp and is the most commonly
used wood species in the manufacture of oriented

strand board (OSB).

Next to trembling aspen, balsam poplar is the
most prominent deciduous species in Alberta’s
Boreal mixed forest. Trees are medium-sized, 18 to
24 meters tall and 30 to 60 cm in diameter. Balsam
poplar comprises 15% of Alberta’s hardwood
inventory and about 6% of Alberta’s total forest
inventory. Balsam poplar, together with aspen and
other poplar species, is used as a raw material in
the manufacture of oriented strandboard (OSB),

pulp, veneer, and plywood.
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Wood Pulp Very Important Export for Northwest Alberta

Wood pulp is a type of material that is created by processing wood and serves as the basis for the creation

of a wide range of paper-based products. Several different processes are utilized to reduce the wood into a
form that is ideal for manufacturing different types of paper goods, including paper used in printing books,
magazines, and newspapers. The resulting paper product can also be used to create other paper products,

including disposable paper plates, paper towels, and other common household items.

The process of reducing wood into wood pulp will often include the use of some sort of grinding
machinery to create fine chips that can be refined using pressure and steam. A slightly different approach
to the creation of wood pulp focuses more on using a combination of chemicals in a bath process. This
process serves to separate the wood fibers while the material is cooking in the chemical bath. Since the
wood pulp is basically wood that has been treated and processed in order to create a usable raw material
for different types of paper goods, the range of applications is very broad. This has led to an increased

demand for wood pulp over the years; and demand is projected to continue to increase.

Market pulp demand worldwide from 2005 to 2023 (in million metric tons)
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Source: Statista - PREDA / REDI Licensed Access
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Wood Pulp Very Important Export for Northwest Alberta

Alberta has both Kraft and high-yield chemi-thermo-mechanical mills whose pulp is used to manufacture
a variety of products from high-quality printing, writing, copy and specialty papers to tissue, paper towel,
paperboard, and other packaging. Alberta is also home to one of the leading newsprint producers on the

continent.

HARDWOOD PULP Aspen is the primary hardwood species used for making pulp in Alberta with
balsam poplar and white birch being minor contributing species. Aspen has a relatively low lignin content
compared to other pulped hardwoods. Its fibre attributes (short, flat, uniform, ribbon-like and thin-walled)
allow it to be easily converted and well suited to a wide variety of paper applications. This pulp generally
produces a denser, smooth paper with greater overall surface strength. Premium grades of both hardwood
Chemi-thermo-mechanical (CTMP or high-yield) pulp and Northern Bleached Hardwood Kraft (NBHK)
pulp are produced in Alberta.

SOFTWOOD PULP White Spruce is the primary softwood species used for making pulp in Alberta with
black spruce and lodgepole pine being minor contributing species. The long, cold winters of the Boreal
forest produce softwoods with excellent pulp and paper making characteristics. The long fibers are thin
walled and flexible with low coarseness which yield superior sheet strength and smoothness. Premium
grades of both Northern Bleached Softwood Kraft (NBSK) pulp and softwood Chemi-thermo-mechanical
(CTMP or high-yield) pulp are produced in Alberta.

NEWSPRINT Alberta produces high quality newsprint, renowned for brightness, print quality and sheet
smoothness. Newsprint products also include high quality inserts and flyers. Located in Whitecourt, the
= Alberta Alberta Newsprint Company produces Alberta’s newsprint products. Lodgepole
== Newsprint p;;. and White Spruce are the tree types used to produce newsprint.
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Wood Pulp Very Important Export for Northwest Alberta

Sidebar 4.5: What is Kraft paper

Kraft paper is commonly known as cardboard produced from chemical pulp produced in the kraft process.
Pulp produced by the kraft process is stronger than that made by other pulping processes; acidic sulfite
processes degrade cellulose more, leading to weaker fibers, and mechanical pulping processes leave most
of the lignin with the fibers, whereas kraft pulping removes most of the lignin present originally in the
wood. Low lignin is important to the resulting strength of the paper, as the hydrophobic nature of lignin
interferes with the formation of the hydrogen bonds between cellulose (and hemicellulose) in the fibers.
Kraft pulp is darker than other wood pulps, but it can be bleached to make very white pulp. Fully bleached
kraft pulp is used to make high quality paper where strength, whiteness, and resistance to yellowing are
important.

Alberta Pulp Mills

NORTHERN BLEACHED SOFTWOOD NORTHERN BLEACHED EMI-THERMO-MECHANICAL PULP
KRAFT (NBSK) HARDWOOD KRAFT (NBHK) (CTMP)
ALPAC - Boyle Millar Western — Whitecourt

Mercer - Peace River

West Fraser Mills — Hinton Mercer - Peace River West Fraser Mills — Slave Lake

Weyerhaeuser — Grande Prairie

Northern bleached softwood kraft (NBSK) is the paper industry's benchmark grade of pulp. Market NBSK
is produced mainly in Canada and the Nordic countries. Some NBSK is also produced in north-western
United States and in Russia. The global price received per metric ton of NBSK varies significantly, as

shown in the table below the USA pays twice the amount in comparison to China.
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= = =Northern bleached softwood kraft pulp (U.5.) $1,176
Northern bleached softwood kraft pulp (Europe) 5877
$592

——Northern bleached softwood kraft pulp (China)

Source: Statista - PREDA / REDI Licensed Access
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Wood Pulp Very Important Export for Northwest Alberta

Internationally there are 21 recognized products listed in the Harmonized Commodity Coding System
related to wood pulp products. The table below shows the pulp products exported from Canada. Note that
British Columbia is the largest provincial exporter of wood pulp products.

Source: Industry Canada Trade Data

Canada — Pulp Related Products - Percent of Total Exports 2018 2019
HS 470100 - Mechanical Woodpulp 0.24 0.27
HS 470200 - Chemical Woodpulp - Dissolving Grades 6.37 6.59
HS 470311 - Chemical Woodpulp - Soda or Sulphate - Coniferous, Unbleached 2.67 2.44
HS 470319 - Chemical Woodpulp - Soda or Sulphate - Non-Coniferous, Unbleached 0.01 0.01
HS 470321 - Chemical Woodpulp - Soda or Sulphate - Coniferous, Bleached 60.40 59.85
HS 470329 - Chemical Woodpulp - Soda or Sulphate - Non-Coniferous, Bleached 8.37 8.74

HS 470411 - Chemical Woodpulp - Sulphite - Coniferous, Unbleached
HS 470419 - Chemical Woodpulp - Sulphite - Non-Coniferous, Unbleached

HS 470421 - Chemical Woodpulp - Sulphite - Coniferous, Bleached 1.46 1.91
HS 470429 - Chemical Woodpulp - Sulphite - Non-Coniferous, Bleached

HS 470500 - Semi-Chemical Wood Pulp 16.68 16.61
HS 470610 - Cotton Linters Pulp

HS 470620 - Pulps of Fibers Derived from Recovered (Waste and Scrap) Paper and Paperboard 0.04 0.16
HS 470630 - Pulps of Bamboo, O/T Cotton Linters & Recovered W/S Paper

HS 470691 - Mechanical Pulps of Other Fibrous Mat, O/T Cotton Linters & Recov W/S Paper 0.01

HS 470692 - Chemical Pulps of Other Fibrous Mat, O/T Cotton Linters & Recov W/S Paper 0.10 0.17
HS 470693 - Semi-Chemical Pulps of Other Fibrous Mat, O/T Cotton Linters & Recov Paper

HS 470710 - Waste/Scrap - Unbleached Kraft Paper or Corrugated Paper 1.68 1.52
HS 470720 - Waste/Scrap - Bleached But Not Colored Chemical Pulp Paper 0.21 0.20
HS 470730 - Waste/Scrap - Printed Mechanical Pulp Paper (Such As Newspaper) 0.47 0.38
HS 470790 - Waste/Scrap - Paper/Paperboard Nes (Including Unsorted Waste/Scrap) 1.30 1.15

100% 100%

Canada 2019 - Percent of Pulp HovaSeota e Eiirios B d
Product Exports By Province Saskatchewan Island
British Columbia 41.91 Néor Brunsiice
Alberta 22.52
Quebec 14.53
Ontario 7.28 R
New Brunswick 7.15 British Colurmbia
Saskatchewan 3.55
Nova Scotia 3.02 Quebec __
Manitoba 0.04
Prince Edward Island 0.01

Alberta
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Wood Pulp Very Important Export for Northwest Alberta

Alberta pulp product exports generated SCA 1.8 billion in the year 2019. The largest category of

Alberta’s pulp product exports is Chemical Woodpulp — Coniferous Bleached (42%); the second largest

category is Chemical Woodpulp — Non-Coniferous Bleached (31%). The tables show where Alberta’s

pulp products are exported.

Alberta 2019 Pulp Products — Export Revenues ($CA)
HC Code level 6
Percent $CA

HS 470321 - Chemical Woodpulp - Soda or Sulphate - Coniferous, Bleached 42.26 760,246,620
HS 470329 - Chemical Woodpulp - Soda or Sulphate - Non-Coniferous, Bleached 31.32 563,382,330
HS 470500 - Semi-Chemical Wood Pulp 24.90 447,848,042
HS 470790 - Waste/Scrap - Paper/Paperboard Nes (Including Unsorted Waste/Scrap) 0.80 14,304,243
HS 470710 - Waste/Scrap - Unbleached Kraft Paper or Corrugated Paper 0.51 9,118,150
HS 470730 - Waste/Scrap - Printed Mechanical Pulp Paper (Such As Newspaper) 0.20 3,588,376
HS 470720 - Waste/Scrap - Bleached But Not Colored Chemical Pulp Paper 0.02 338,350

Total 100% | 1,798,826,111

Alberta 2019 Export Revenues
HS 470329 - Chemical Woodpulp

A:_‘I’grj.a,ozsot;og_'is’z’;i’_‘ciee";i"c‘;?s Non-Coniferous, Bleached (SCA)
Wood Pulp ($CA) United States 263,747,369
China 258,221,518 China 204,537,301
Korea (S) 84,540,295 Japan 68,237,388
United States 27,983,842 Korea (S) 22,064,164
Indonesia 16,463,055 Vietnam 2,272,552
Taiwan 14,141,895 Taiwan 1,184,577
Japan 8,377,003 Thailand 829,528
Mexico 7,467,963 Malaysia 430,549
New Zealand 7,266,459 Germany 78,902
Italy 6,783,505 Total | 563,382,330
Vietnam 6,777,752
Pakistan 4,175,313
France 3,996,445
India 673,550
Thailand 670,090
Germany 309,357
Total | 447,848,042

Source: Industry Canada Trade Data

Alberta 2019 Export Revenues
HS 470321 - Chemical Woodpulp
Coniferous, Bleached ($CA)

United States

449,781,015

China

195,870,395

Japan 70,514,077
Vietnam 9,962,888
Taiwan 9,508,878
Indonesia 5,560,592
Germany 4,914,364
Thailand 4,783,422
Mexico 3,691,629
Hong Kong 2,553,733
India 1,198,662
France 913,050
Colombia 841,878
Italy 121,665
Korea (S) 24,097
Sweden 6,275

Total | 760,246,620
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Wood Pulp Very Important Export for Northwest Alberta

The United States and China are the two largest buyers of Alberta’s wood pulp products. Combined,
these two countries accounted for 79% of Alberta’s export revenues generated in 2019. The table below
shows that China and the USA are the global powerhouses of manufacturing paper and cardboard
products. In 2017, China produced about 115.8 million metric tons of paper and cardboard. China has
produced the largest volume of paper worldwide each year since 2010. Other major producing countries

include the Japan, and Germany.

Production volume of paper and cardboard in major countries from 2010 to 2017 (in
1,000 metric tons)

China

United States
Japan
Germany
Indonesia”®
South Korea™
India*

Brazil*
Finland
Sweden
Canada

Itay
France

United Kingdom

4] 20 000 40 000 60 000 80 000 100 000 120 000 140

Production in thousand metric tons

® 2010 @ 2012 2014 @ 2016 @ 2017

Source: Statista - PREDA / REDI Licensed Access
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Wood Pulp Very Important Export for Northwest Alberta

Alberta 2019 Export Revenues
HS 470321 - Chemical Woodpulp
Coniferous, Bleached ($CA)

Distribution By USA State

Wisconsin 128,770,814
South Carolina 67,304,995
Tennessee 53,914,110
California 43,651,527
Pennsylvania 30,816,500
Michigan 19,977,435
Massachusetts 17,724,912
Arizona 17,177,328
Georgia 15,805,309
Oregon 9,842,651
Minnesota 9,414,629
Utah 7,333,227
Nevada 6,576,004
Missouri 6,349,229
Connecticut 6,108,074
Texas 2,257,493
Alabama 1,790,192
Washington 1,501,362
New York 1,400,276
Kentucky 1,243,187
Mississippi 378,168
Idaho 193,889
Ohio 102,329
North Carolina 83,357
Florida 64,018
USA Total (59%) 449,781,015
Other Countries 310,465,605
Total All Countries 760,246,620

MIDWEST

‘ PAPER GROUP ’

y 4
(P
“ ERCO'

The United States accounts for 59% of Alberta’s export revenues
generated from the sale of Chemical Woodpulp - Coniferous,
Bleached, which industry refers to as NORTHERN BLEACHED
SOFTWOOD KRAFT (NBSK). As shown in the table, more than

half of the exports are sold to companies in Wisconsin.

Sidebar 4.6 The Wisconsin Paper Council

Pulp & Paper product manufacturing is a significant economic
contributor in the State of Wisconsin. So much so there is a “paper
council” with 100 members representing manufacturers, unions,

transportation, and research companies.

Wisconsin has led the country in paper making for over 50 years,

and we plan to keep it that way.
Wisconsin Paper Council — Scott Suder -President

Q @ ) AHLSTROM

Cascades Domtar & essity MUNKSJO

GREEN BAY PACKAGING
A GEUl'gla'PaCIﬁC SMART PARTNERS ... SMARTER SOLUTIONS

(A Rapids q]retting

@ ND PAPER :EENAH W

SUSTANA FIBER ’SASTENIOHNSON ValmEt }

Note: Canadian National Railway is member of the Wisconsin Paper Council.
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Wood Pulp Very Important Export for Northwest Alberta

Transporting Pulp: There were 117 shipments of chemical pulp products exported from Alberta in 2019,
representing 1.5 billion tonnes with a value of $CA 1.1 Billion dollars. The vast majority of Alberta’s
pulp exports were sold to the United Sates (60%) and China (26%). Eighty-two (82) of the export
shipments to the United States were by rail; 14 were by truck (details next page).

Alberta Chemical Pulp Exports - # of Shipments, Volume, Value, and Mode of Transport
# Export
Country Shipments Point Transport Mode Volume Value
Australia 1 Vancouver Water 19,098 18,537,470
Bangladesh 1 Vancouver Water 3,121 1,706,208
China 3 Vancouver Water 388,323 277,109,470
Colombia 1 Vancouver Water 610 299,608
France 1 Vancouver Water 2,120 1,104,771
Germany 1 Montréal Water 7 6,191
Indonesia 1 Vancouver Water 5,389 4,537,147
Italy 1 Vancouver Water 4,541 2,464,945
Japan 2 Vancouver Water 83,225 73,990,911
Pakistan 2 Vancouver Water 229 178,072
South Korea 3 Vancouver Water 39,618 28,646,706
Taiwan 1 Vancouver Water 11,223 9,853,977
Thailand 1 Vancouver Water 22,321 19,162,107
Turkey 1 Vancouver Water 7,053 3,817,985
United States 96 Various Road (14) / Rail (82) 898,556 679,615,713
Viet Nam 1 Vancouver Water 4,291 4,282,346
Total 117 1,489,725 | 1,125,313,627
Source: Statistics Canada — Custom Request
Pulp Exports # of Shipments by Mode of Transport
12% 70% 18% 0%
/4?
- g

T
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Wood Pulp Very Important Export for Northwest Alberta

Alberta Pulp Export to the United States — By Rail Source: Statistics Canada — Custom Request
Destination Export Point Volume | Destination Export Point Volume
Arizona Pacific Highway, BC 20,651 | Missouri Fort Frances, ON 31,976
California Pacific Highway, BC 14,344 | New York Fort Frances, ON 2,015
Georgia Pacific Highway, BC 92 | Oklahoma Fort Frances, ON 27,558
Idaho Pacific Highway, BC 2,914 | Oregon Fort Frances, ON 81
Michigan Pacific Highway, BC 160 | Pennsylvania Fort Frances, ON 24,838
Missouri Pacific Highway, BC 86 | Rhode Island Fort Frances, ON 79
Nevada Pacific Highway, BC 11,352 | South Carolina Fort Frances, ON 79,042
New York Pacific Highway, BC 325 | Tennessee Fort Frances, ON 12,641
Oregon Pacific Highway, BC 5,616 | Texas Fort Frances, ON 3,337
Tennessee Pacific Highway, BC 172 | Utah Fort Frances, ON 725
Utah Pacific Highway, BC 2,110 | Washington, State Fort Frances, ON 166
Washington, State Pacific Highway, BC 7,217 | Wisconsin Fort Frances, ON 180,367
Wisconsin Pacific Highway, BC 2,515 | Alabama Fort Frances, ON 18
California Pacific Highway, BC 162 | Connecticut Fort Frances, ON 80
Connecticut Pacific Highway, BC 80 | Florida Fort Frances, ON 82
Idaho Pacific Highway, BC 42,235 | Georgia Fort Frances, ON 81
Nevada Pacific Highway, BC 83 | Massachusetts Fort Frances, ON 81
New York Pacific Highway, BC 3,811 | Michigan Fort Frances, ON 11,265
Oregon Pacific Highway, BC 17,602 | Minnesota Fort Frances, ON 28,433
Texas Pacific Highway, BC 81 | Mississippi Fort Frances, ON 164
Washington, State Pacific Highway, BC 62,616 | New Jersey Fort Frances, ON 81
Wisconsin Pacific Highway, BC 83 | New York Fort Frances, ON 2,518
New York Emerson, MB 1,958 | Oklahoma Fort Frances, ON 81
Utah Emerson, MB 7,675 | Oregon Fort Frances, ON 80
Washington, State Emerson, MB 82 | Pennsylvania Fort Frances, ON 1,368
Massachusetts Fort Erie, ON 444 | Tennessee Fort Frances, ON 896
Massachusetts Fort Erie, ON 1,526 | Texas Fort Frances, ON 726
New Jersey Fort Erie, ON 324 | Washington, State Fort Frances, ON 158
New York Fort Erie, ON 3,494 | Wisconsin Fort Frances, ON 152,830
Wisconsin Fort Erie, ON 163 | Mississippi Sarnia, ON 410
Alabama Fort Frances, ON 1,307 | Missouri Sarnia, ON 454
Arizona Fort Frances, ON 614 | Pennsylvania Sarnia, ON 87
Connecticut Fort Frances, ON 161 | Tennessee Sarnia, ON 328
Georgia Fort Frances, ON 42,151 | Michigan Sarnia, ON 2,443
Illinois Fort Frances, ON 1,329 | Tennessee Sarnia, ON 403
Kentucky Fort Frances, ON 4,589 | Wisconsin Sarnia, ON 321
Maryland Fort Frances, ON 179 | North Carolina Windsor, ON 82
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Wood Pulp Very Important Export for Northwest Alberta

Sidebar 4.7: The Global Demand for Tissue Products

Pulp makes tissue. A lot of tissue! Almost 50% of all pulp produced worldwide is used to create tissue
and related products. These products are in almost every home around the world - toilet paper, paper
napkins, feminine hygiene products, and diapers. The global tissue and hygiene paper market is
experiencing constant growth in revenues and volume sales. Since the 1920s when tissue paper came into
use, consumption has been steadily rising. Toilet Paper is the largest segment of the Tissue & Hygiene
Paper market, with US$81 billion in revenues in 2018, followed by the Household Paper segment with
USS$66 billion. Baby Diapers shows the highest growth potential among all segments and is expected to
grow by more than 20% between 2018 and 2023. When it comes to consumption, the United States is the
world’s largest consumer of most tissue products ... especially toilet tissue! On average, an American can
be expected to get through 141 rolls of the stuff per year, equating to roughly 12.7 kilograms. Not too far
behind are the Germans with 134 rolls being flushed down the toilet every year. In third place, the UK

consumes 127 rolls per person per year.

The U.S. Leads the World in Toilet Paper Consumption

Estimated annual per capita toilet paper consumption in selected countries (2018)
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Wood Pellets  Very Important Export for Northwest Alberta

Wood pellets are made from material that would otherwise be wasted in large scale forestry operations.
This includes sawmill residues such as sawdust, planer shavings, and logging waste left behind in the
forest In some regions, this also includes under-utilized species or tree segments that are not suited for
other applications. Pellets turn this waste into clean, renewable, carbon-neutral solid biofuel. As shown in
the graph below China produced the largest amount of wood pellets in the world at 20.25 million metric
tons. China dwarfed production volume of other countries, where the United States was ranked second,

producing 8.2 million metric tons of wood pellets. Canada ranks third in wood pellet production.

Production of wood pellets worldwide in 2018, by select country (in million metric
tons)

China 20.25
United States
Canada
Vietnam

Germany

Sweden

Source: Statista - PREDA / REDI Licensed Access

Sidebar 4.8: Uses for Wood Pellets: A source of heat for residences (using a

pellet stove) and a biofuel in global demand as coal-fired power plants
transition into carbon-neutral forms of energy. Other uses include: 1) livestock
bedding - when small amounts of water are added to wood pellets, they expand
and revert to sawdust; 2) absorbents - wood pellets are also used to absorb

contaminated water when drilling oil or gas wells; and 3) cooking - wood pellet

grills have gained popularity as a versatile way to grill, bake, and smoke.

14 AMERE VRIEY GRANULESDEBOIS

La Crete Wood Pellets — Home Depot Catelogue
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Wood Pellets

Very Important Export for Northwest Alberta

For Canada, wood pellets generated SCA 500 Million in export revenues in 2019. As shown in the table

below export revenues have almost doubled in the last five years.

Canada Wood Pellets — Export Revenues SCA

2015 2016

2017 2018 2019

All Countries

284,698.350

409,564.975

396,688.642 | 489,504.072 | 500,134.354

Source: Industry Canada Trade Data

Canada 2019 Wood Pellets Export Revenues
By Country
Country Value SCA
United Kingdom 299,062,792
Japan 101,861,801
United States 59,018,988
Belgium 12,995,685
Denmark 12,943,048
Italy 6,772,366
Netherlands 3,157,752
Korea, South 2,624,086
France 1,485,000
Singapore 61,266
Panama 42,443
Taiwan 39,539
Greece 21,341
Thailand 18,543
Germany 12,000
Hong Kong 11,537
Australia 4,704
Turkey 1,153
Burkina Faso 310
Total All Countries $500,134,354

The top buyer of Canada’s wood pellets is the United
Kingdom, representing almost 60% of total export
revenues. Globally the UK is the largest importer of
wood pellets.

Sidebar 4.8 UK Ceases Coal-Fired Power

Since the 1960’s the Drax Power Coal Powered
Station has been the largest power plant in the UK. In
2013 Drax started switching from burning coal to
burning wood as the UK government started putting
tight restrictions on carbon emissions to help fight
climate change. The UK announced it will cease
burning coal for electricity entirely by 2025. EU law
categorizes biomass energy as carbon neutral. And
many Countries are following suit as they attempt to

meet global restrictions on carbon emissions.

Source: Statista - PREDA / REDI Licensed Access

Europe Demand for Wood Pellets
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Wood Pellets

In Alberta in 2019, 99% of the $CA 9.8 Billion dollars in export revenues generated from wood pellets came from

Very Important Export for Northwest Alberta

sales to the United States.

Alberta Wood Pellets Export Revenues $CA

in Canada is driven by international demand and domestic policy. The Canadian Federal government has
drawn a plan to stop using coals by 2030 and increase the ratio of renewable energy in power generation
to 90%. Coal plants are mainly located in Alberta, Saskatchewan, New Brunswick, and Nova Scotia. In

the residential heating market, the firewood stove replacement project in Nova scotia, Quebec, New

2015 2016 2017 2018 2019
United States 9,329,285 | 6,035,860 | 5,512,684 | 6,809,506 | 9,772,746
Total All Countries | 9,338,429 | 6,048,184 | 5,512,704 | 6,809,506 | 9,773,899
US Percent 99% 99% 99% 100% 99%
Alberta 2019 Wood Pellet Export
Revenues ($CA) 99%
Distribution by USA State Wood Pellet
Maine 2,160,412 —
Massachusetts 2,123,595 EXPORTS
Connecticut 1,334,093
\N/ew Hampshire 1,023,713 Transportation of Wood Pellet Exports
ermont 899,579 .
Wisconsin 872,292 to the United States
New York 612,700
New Mexico 261,736 100% By Truck
Colorado 121,808
Arizona 90,027
California 65,203
Nevada 35,647
Minnesota 28,857
\Tvivg;?;;ey Z:gg Sidebar 4.10 Wood Stove Exchange Program
Washington 20,028
Oregon 14,880 | British Columbia’s program changes out older wood stoves for
Montana 13,675
Utah 10,296 | Cleaner heating options including heat pumps, gas or pellet stoves
Georgia 10,269 | 4pq cleaner-burning wood stoves. The program provides funding
Rhode Island 8,973
Idaho 5,148 | to promote the exchange. Around 9000 wood-burning stoves have
lowa 5,076 . . .
Nebraska 4,892 been replaced by cleaner heating appliances since the program
Total 9,772,746 | began in 2008. The production and consumption of wood pellets

Brunswick, British Columbia, and Ontario will boost the domestic demand for wood pellets.
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Sidebar 4.11 Tolko — High Level — Proposed Pellet Plant

Diversifying for the future: Posted by Tolko - July 4, 2019

A new era is about to launch at Tolko’s High Level Lumber division as Tolko and Pinnacle Renewable
Energy once again partner to deliver a state-of-the-art pellet plant that will reduce our carbon footprint and
bring economic, employment, and other spinoff benefits to the community. Construction on the project,
which will be known as Northern Pellet Limited Partnership, will begin this month (July) and will be
completed in the second half of 2020.

“When commissioned, Northern Pellet Limited Partnership will reduce our carbon footprint,” says
Thorlakson. “It will also secure and increase full-time permanent employment opportunities in the area,
and allow us to use our bark, shavings, and sawdust to produce pellets for growing markets.”

This project, with a total investment of $53 million for the pellet plant, plus an additional $33 million for
the thermal energy plant, is an exciting example of the many resource-based opportunities that exist in
Alberta, which has a well-managed timber supply and policies that support the long-term success and
development of the forest industry. When complete, the plant will bring approximately 25 direct full-time
jobs to the community and will use state-of-the-art technology to produce pellets for the North American
market. The facility will also use pollution control equipment that meets the requirements of Alberta
Environment and Parks.

T olko Industries Ltd.
High Level Lumber Division

e )

Note: Pinnacle Renewable Energy owns and operates the Westview Wood Pellet Terminal in Prince
Rupert, BC . Opened in January 2014, the terminal is the first purpose-built wood pellet export facility in
North America. The facility has an annual capacity to ship 1.25 million tonnes of wood pellets to world
markets for use in power generation.
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Sidebar 4.12 La Crete Sawmills

The Wood Pellet Association of Canada lists 15 companies that currently produce wood pellets. Two of these

companies are in Alberta; Vanderwell Contractors in Slave Lake and La Crete Sawmills.

te

“Quality is our Priority™

WOOD PELLET.

ASSOCIATION OF CANADA ¢/

Locally owned and established in 1989, La Crete Sawmills Ltd. began with 4 employees hired
for the initial construction of the mill with a focus of marketing our products into Japan.
Over the course of the last 25 years, our market has expanded to cover North America as
well as overseas. Currently, we operate as a team of approximately 110 dedicated employees
that strive to produce a quality product to meet our own high standards. We specialize in the lumber production of
spruce and aspen as well as the production of quality wood pellets.

Our mill’s annual capacity is 64 million board feet; the lumber mill operates a 2-line sawmill
with 2 dry kilns, a planer, and a remanufacturing facility. The wood pellet mill began operation
in January of 2003 in a brand new 17,600 square foot building and is capable of producing up
to 65,000 tonnes of pellets annually.
Source: La Crete Sawmills Website

Virtual Tour of La Crete Sawmills (Click )

La Crete Sawmills has also invested in its own fleet of trucks to fulfill the majority of its
transportation needs: shavings, chips, pellets, and lumber are hauled using
their own highway tractors and trailers.
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Comments — Section 4 Forestry

The Canadian boreal forest is over 1,000 kilometres in width (north to south) separating the arctic tundra
region from the various landscapes of southern Canada. It extends in length from the Yukon-Alaska
border right across the country to Newfoundland and Labrador. As shown on the map below, Northwest

Alberta is located within the boundaries of the Boreal forest.

Z " Forest
7 regions
-~~~ of Canada

NUMAVUT .

Decades of investments into the forestry industry across both the PREDA and REDI regions has created
sawmills, pulp mills, and oriented strand board facilities. The forestry industry in the Northwest consists
of large international companies, medium sized regional companies, and self-employed individuals. It is a

diverse industry supporting 1000’s of jobs across the region.

Unlike the agricultural and the oil & gas industries, the forestry industry in the Northwest produces
products that are sold directly at the consumer level. Lumber, OSB, and wood pellets are sold within the
region, and across Canada as well as exported. Forestry products from the Northwest are seen at local
Home Hardware, Home Depots, and at construction sites. The wood pulp produced in Northwest
Alberta sets the paper sector standard for Northern Bleached Softwood Kraft (NBSK). The most
common use of NBSK is as reinforcement fibres when making paper or as raw material for kraft paper. It
is also used in tissue and personal hygiene products. Despite the wide variety of products produced from
wood pulp there is no consumer level product produced in Alberta’s Northwest.

“We’ve got all the raw material, we've got all the assets running, we have all the production, our sites are at full

capacity making Cashmere and Purex brand toilet paper, Scotties facial tissues, and Sponge Towels

Dino Bianco, CEO Kruger Products — Mississauga, ON
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Sidebar 4.13 Furniture

The Furniture market is divided into seven segments: Living Room and Dining Room Furniture, Bedroom
Furniture, Kitchen Furniture, Plastic and Other Furniture, Office Furniture, Lamps and Lighting, and Floor
Covering. Due to rising living standards and a higher income, consumers are replacing their furniture

more frequently.

In 2018, the Furniture market realized a total worldwide revenue of US$1,364 billion. The majority of
Canada’s furniture exports are sold to the United States ( 93%). Canadian furniture exports are mainly
household furniture, office furnishings, and kitchen cabinets. Canada's furniture manufacturers are

centered in Quebec and Ontario, where 75% of the Country’s furniture is made.

The table below shows the value of sample wood furniture imported into Canada in 2019.

Imports - Canada 2019 Wood Furniture ($CA) — Not Upholstered
Chairs Kitchen Bedroom Total

Brazil 217,443 67,106 27,053,644 27,338,193
China 23,777,531 44,190,365 78,000,100 145,967,996
Germany 341,360 7,273,574 20,522,675 28,137,609
Indonesia 6,793,449 412,021 9,508,498 16,713,968
Italy 3,725,150 30,076,784 21,941,666 55,743,600
Malaysia 2,826,631 1,162,836 50,561,622 54,551,089
Mexico 465,153 4,921,889 4,408,523 9,795,565
Poland 1,536,166 2,243,395 60,707,512 64,487,073
United States 9,139,493 70,711,083 54,856,786 134,707,362
Vietnam 14,966,224 2,590,354 129,486,776 147,043,354
Top Ten Countries 63,788,600 163,649,407 457,047,802 684,485,809

All Countries 77,308,427 172,636,624 506,749,988 756,695,039

There are no large-scale furniture producers in Alberta’s Northwest, though the region has numerous local
furniture makers and wood product specialist. Both Northern Lakes College and Grande Prairie Regional
College offer Apprenticeship Carpentry programs; which focus on construction more so than furniture;
however, there may be a potential to offer training in craftsman wood working, fine furniture, upholstery,

and cabinetry.
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