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Minister: Honourable Steve Thompson
Ministry: Forests, Lands and Natural Resource Operations
Date 07/04/2012 Ministry Docummg g

Hampton Affiliates Ltd. requires government assurance of at wlry A s m '

supply before it will invest in rebuilding the Babine Fores! Fronucis wanesill

Request:
1. Cabinet endorsement of proposed actions 10 increase Wwriuer Sy« eyl
timber supply areas (TSA's);
2 Cabinet endorsement of a timber supply proposal o Margior Malizies Lag o
3 Cabinet direction between 2 options 10 create certarty ant seuaty of mw

a new Babine Forest Products mill.
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« Some actions add risk with regard to old growt timiber corservatior ard Wil e
controversial with the public, ENGO's, and pernaps some rsf hatiors

e Potential actions in visually sensitive areas will concern e Waisrs rousiy

» Some enabling legislation will be required no izter tan Fal 2072

e New investment of $13.6 millionfyear required commencrg v fscsl 201314

« Some options and actions may have application n the Carlous region alse
facing timber supply shortages due {0 the pine veetie epde e

Background / Context:
Without mitigating actions, the timber supply in the Laikes T84 Burms Lale) & proiscier
to decline from the current level of 2.0 million m3iyear 1 0 £ milinn WM oy
approximately 2017. The lower level of timber suppiy s not sdeguts M &
Hampton Affiliates investment in the range of $80-100 milion 4o m T m

Confidential Advice to Cabhinaes
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if the timber supply enabled by the propos d optians and
significant revenue henefits will accrue to the province over a 1+ ft ' ) ;
corporate taxation and incremental stumi

worker income tax

Incremental forest product manufacture will contribute a minmmum of $150 n v 3

o the provincial economic base The local economy of Lakes TSA will ¢ soture most of

the direct. indirect and in juced employment resulting from the new mil ADDTOXETIalEN
alty white generabng

2000 hectares of damaged Crown forest will be rehabilitated annu
bioenergy industry implementation

ation of old growth tmber anc

raw material supply for, and employment in, the of

actions raises the level of risk to conserv
try dependent on maintaming certamn haghy

the options and
biodiversity The part of the tounsm indus
we timber harvesting may be negatively impacted

visible landscapes free of extens
If the options and actions are not implernented, the imber supply will decline 0 0 5
million m3/year during the penod approximately 2015-201 7 and nearly all of the
diminished direct. indirect and induced employment based on that supply will move west
(9 X - a6

to the Houston area and east to the Vanderhool/F raser Lake area with major adverse

economic outcomes for the Burmns Lake aren

Increasing Timber Supply

itis in the interest of all parties to maintain the current 2.0 million m3/year timber supply
level in Lakes TSA for as long as possible, estimated to be until 2015-17 when the dead
pine tsrﬁmr currently supporting the supply can no longer be used for lumbe

production. The actions proposed below would therefore take effect at that time, but not

P

sooner. The follow ;
wing combined actions 1o increase timber supply in several TSA's (o |
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make it possible to propose a larger timber Supply to Hampton Affiliates ar .
Cabinet consideration: liates are offerad for

Action 1: Maintain the short-term timber supply 200,000 m3/year above the
sustainable level of 500,000 m3/year for 15 years after a new mill is built. ™~
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of this action is that mid-term timber supply during the period 2032-2072 wouLd
40,000 m3/year lower than would otherwise be the case. This action
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short-term supply would be a deviation from Chief Forester policy a

supply management. There is some risk that the independent Chief Forzast z,
may not agree with this action, or of a legal challenge if he/she does. Tresz =
be partially mitigated by the issuance by the minister of a specific 2xpr
government's social and economic objectives for the Lakes TSA.
Action 2: Use government economic policy supports for bioenergy to increase
the timber supply by up to 250,000 m3/year. Large forestareas in i° TSA
contain a mix of live saw timber and long-dead pine that is not economic & nar
lumber manufacture or bioenergy. The province could apply economic palicy
to make feasible the harvest of these forests with the result that the saw timger wouic
flow securely to a rebuilt Babine Forest Products and the dead pine timber wouC fiow o

-

a suitable energy-from-biomass facility in the Lakes TSA. This action wou'd 238 =
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in the rehabilitation of approximately 2000 hectares of beetle damaged forest 207227

= et

The 2 economic policy supports to be considered are:

a) Expand the government program of silvicultural rehabilitation (the Land Based
Investment Silviculture program) by approximately $5.6 million/year (prefiminary
estimate), and apply the program to the subject forests with the result that both
the dead pine and live saw timber can be economically utilised; or

b) Work with Ministry of Energy and Mines and BC Hydro on a targeted energy
pricing agreement with a suitable proponent to make harvest of tr?e dead pine
economic for bioenergy and enable the saw timber to flow to Babine Forest

Products as a by-product of the bioenergy enterprise.
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Creating a2 Share of Supply for Babine Forest Products
Erom the total supply described above the Needs of 4 onQ-terTT ense DO
(Hampton Afiistes. West Fraser Timber, Cantor. LAM Lumben e goverrvert BC
Turiber Sates Program exstng commitments 10 First Natons o0 M [man ¥ o
small scale tmber salvagers must be met The tolowing BCROME 878 DITIDOSES Y
Mamamwmmmd:mmwww
Affiliates at the end of Apri 2012
Action 1: Express government infent 1o pursue aff of the actions Sescribed s &
increase tmber Supply iInciuding 3 COMMRMEent 10 Sest. Neopssary tunding o
Treasury Board
Action 2: To provide certanty of SUpply from HEMBION & 10ng —eew ReRe SAEmess
an intent 15 recommend 10 the minale: Tt The Dropation of Sewe supey shocsed
SUCh ICEnses reman the same as 1 present (43% of W supeny -
Configentinal Advice 1o Cakinegs Page &
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Action 3: F
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Lumber to transfer their timber harvests out of the Lakes TSA for 2 12 yezr mer s
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Products mill.

Action 5: Make a commitment that, when incrementzl simber sunimiv = 2esilizre Sompr
the forest fertilisation program (2023) that 2 new terre wil be cx iz = e 15me
manner as described in Action 3 above.

The above actions result in a 15 year supply for a2 new mill s describes Seiow

Action Hampton Suppily E%sce

Maintain a 43% supply allocation to long-term licenses

New supply through First Nations partnerships

Supply resulting from license transfers out of Lakes TSA

Total Hampton Supply From Approx. 2017 to 2022
Supply resulting from fertilisation and Tree Farm License

Total Hampton Supply From Approx. 2023 to 20Z% 18,557 miiysar
Loss of supply when fertilisation program impact expires =21 000 vSnear
Total Hampton Supply From 2030 to 2032 227 557 ml'yenr

Increasing Certainty and Security of Supply for Hampton Affiliates
posal described above is less than the 854 000 m3fyear regues O

The volume pro
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Hampton Affiliates for most of the 15 year period. The lik
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certainty associated with the supply. Two options are
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Tenure Type | AAC20 ALL 1545 (. 2 kT
]_ Current Scenario 1 Warmtar Seprarc I Trargs ¥
| Apportion. Current RFL Losarnmet YT
z Loportionment, Panert 1 £3% of 0.50 millor =2
] (42% of 1045 milkor refprpris res
Replaceable FL Apportionment | 257,504 vzt 107 T weyit AR '
| (43%cf20) Sowr 5% 3% 40
Committed  BER e 451307 T 715908
Balance | G - T e
NRFL Apportionment = 1,457,057 N rrr———
Committed | 458301 %6290 55 7
Balance +1,002,75% 0.
BCTS Apportionment 714,272 B v B
I R S o GBS b — £3Y
Committed * 714 273 195,542 ¥ w3
Balance ‘. 0 T 0 ;
FS Reserve Apportionment 25,00 =ar 3% S,
Committed 0 -y "3
Balance <3500 2
Apportionment 3,085,534 1043, 5S. >
Totals Committed 2081772 Lit ¥ ¢ .
Balance 10837% = 00 35 15,
Volume In WFiv/Canfor/LEM licenses trencferred 1o ~-g€3z Lz EL
other TSA's (analogous to undercut vol}. Couvic be
tenured through FTOA-based NEFL to be se27 supphy
for Hampton for 15 years. —
-
X *Hampton share would be 234,575 m3/year in secure replaceziis TUrE CEriE
**Hampton share would be 111,800 m3/year in secure repialzal s forest Weree
«**This apportionment could support NRFLin the low volume Stands and remawnoes In Lo VTS AW
ure Supphy S0r HAgRon Wi ST T CAN S

stands. Could be tenured through FT OA-based WRFL1D De 32
m3/year promise’ to First Nations. N —
secure Supply For Hampton:

1. i Canfor/WFM/ L&M licenses are not transferred out of Tre 2E
scenarios would total either 597,525 (Scenario 1) or 710,857 (Scenan© 7| w3 [ peir for Tre TVl
approximately 2017-2032. if the other ficenses are transferres out, I°% secare vokumre Sor HamgRon rues ”
814,057 m3/year under both scenarios,

2. When the fertilised stands become harvestabie in 2073, 3 rew OpporTary WAENSE T TIT y
years could be awarded in a manner to be secure SUpPHY $or Hamgron for THe DE7 S WL Lot3

3. |f Hampton is awarded 3 Tree farm License, any additiona! Lmoe supphy T
license would be secure supply A metre-for-metre Conyersis’ of rrer TWIE
volume would give them 3 TFL with AAC of 234,575 A 10% rcrease ¥ Dmiber S o

add 23,457 m3/year to their secure timber supply. L L i—
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