ADVICE TO MINISTER

CONFIDENTIAL
ISSUES NOTE . .
Ministry of Forests, Lands and Natural Kltwa n ga M I " CIOS ure
Resource Operations '
Date: Nov 1, 2011
Minister Responsible: Hon, Sleve Thomson

ADVICE AND RECOMMENDED RESPONSE: '
- &« The Kitwanga mili Is presently closed due to the uncertaln economic conditions

elsewhere In Canada, whers & majority of its product is sent, ’

o Thatlis precisely why we confinue {0 expand and butld new markets for B.C,
lumber, '

"« B.C.'s lumber expotts to China in 2010 were more than 10 times what they wete in
2003, when B.C, first established an office there {o market B,C. wood producis,

* In 2010, lumber exports to China reached 4.66 million cubic metres —or the
equivalent of 10 large B.C. sawmills. o3 4%

Log exports:‘
o Log exports played no role in the mill's.closure, rather it was about uncertain
economic conditions, .

s YTD August 2011, Tog exports were only 9.4 per cent of B,C.’s total forest product
-exports (value) to China. :

s B.C.’s marketing efforts in China are focused on softwood lumber. Alot of mills are
running today because of increased demand from China.
KEY FACTS REGARDING THE ISSUE;

During question perlod the opposition eritic pointed out the Kitwanga sawmill has closed down, after
initlally reopening this past summer. The Inference was that raw log exports were largely to blame.

Lumber production resumed af Kitwanga in in Juhe 2011 after Pacific BioEnergy acquired the mill in fall
2009 from the Kitwanga Lumber Co, An estimated80"per cent of Kitwanga's production is for domestlo
markets across Ganada, with the other 20 per penticfésﬂned for China, Japan and Korea,

The Kitwangs iumbef mili's return to production had dirsctly generated 46 mill jobs and another 45
Indirect jobs In Jogging, hauling, siiviculiure and support services and supplies.

Communications Contact: Dave Crebo 260-368-6098
Program Area Conlact:

! Flle Location; : : |

Page 1
JTi-2011-00160




Ehl, Cameron JTEEX

From: ' Ehl, Cameron JTLEX
Sent: Tuesday. Novamber 1, 2011 3:21 PM
To: " Bell, Pat JTLEX .

Subject: i Kttwanga

Spoks with Bruce, The gist of the matter Is that Kltwanga shut down around the time of UBCM...thav do bian to re-
open when markets rebound, but at this thine, they have no idea when that will ba. 5.13

s.13

I have Included the House Blues from today from QP for yourhinformaﬂon.

I) Donaldson: In July the Premier ook part in a flashy photo oppominity to reopen the Kitwanga
mill in my constituency. On Qctober 7 the mill shut down indefinitely, partly because they can't get wood.
Meanwhile, raw logs ate being shipped out of the countty right slong the highway in front of the milk,

Since the Liberals were thers for the photo opportunity and to ofaim eredit for the mill's reopening,
will the Promicr now ‘take responsibility for those workers losing their livelihoods in Kitwanga indefinitely?

Hon, €, Clarl: Twenty-seven mills have reopened in British Columbia as 2 result of thie work that ,
the government has dong in opening new hade telationships | In Asia, That's been the work of some very,
very focuised effort that-the government put in, in making suce that we are maxumzmg our trade pt esence

and working cooperatively with people in the industey,

1t was timely that the govemment went ahead and did that, We had i idea how timely it would turn
out to be at the time, given what has since happened in the American economy, our largest trading partner to..
the south,
"We intend fo continuie to make sure we stay fooused on biinging home Jobs for British Columbzans,
and that's why on Friday I'm travelling to China and ndia, because we are going to spend our time opening
up new frade relationships with China and Tndia for our manufactared wood.

One of the things that the members. opposite don't understand is that if you don't have customels, if
you don't u,eate a thriving economy, you don't have jobs here at home, ‘That's what the ip is golng to be

about.
Mr, Speaker: Member has a supplemental,

D. Donaldson: The Premier got the photo opportunity, and the wmkers got pink slips. That's this
government's job action plan in action,

The millworkers khow the indefinite shutdown is, in part due to raw log exports — millworkers like
Randy Good. He has worked at the mﬂi f01 35 years, Now he's looking at moving to Albesta in oxder to find
a job to support his family,

We know that the Premier and her party are good at cufting ribbons, but when will the leerals get
serious about problems facing forestry and ensure B,C, logs for B.C. jobs? . -

" Hon. C. Clarl: The thing that we haveto doasa govenunent if we are going to bilng home jobs for
the provinca of Britlsh Columbia, if we're gomg to make sure the people in Kitwanga and people actoss the
province in vural communihes are working, is we're going to have'to work hard to find custoraers for our

wood.
* Now, those customers aven't in abundance south of the border like they once were, As a result of the

work that the government has been doing through FI{ and some of the trade work that we've been doing in
China, it some months we have seen more soﬁwood go to China than it has to the United States for the very
first time in history,

We have fo continue to build those 1elat:onshjps. We have to make sure that we ate ﬁnding
customers for our wood $o that we can put British Columbians to work mﬁﬂs brovince, and that's where 1t
begins, .
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‘ [1410]

‘You cannot support the valued social programs that people depend on if you don't have a thiiving,
economy. You can't have people going to wotk if you don't hiave a thriving economy, You cannot make sure
- that rural communities ate thriving if you're building up debt and undermining confidence in owr economy.

HSE-201 11101 PM O0S/PLP/1410

thelving econonty, You caf't have people going to work if you don't have a thrlving econonty. You cannot
make sute that rural comipunitics ate thuvmg if you're building up debt.and you ate undermining
confidence in our economy.

The very worst thing that could happ en to British Columbia is that we go back to whore this group of
people. took ug in the 1990s, Instead, we're going forward, We're goiﬂg to Asia. We're going to China, and

we'te bringing home jobs Tor British Columbxans

FOREST INDUSTRY JOBS
AND LOG BEXPORT POLICY

N. Macdonalds Here's-a fow facts that get in the way of the rest, There have been five permanont
closures, There have been 18 temporary closures, including Kitwanga, in the period that the Premier talks
about, She constanily talks about 27 mills, There have been 24 reopenings. Those are the facfs. :

The minister and the Premior, when they go avound, misrepresent realify, If the Premier wants to see
B.C. logs uscd in manufachiving, she's headed fo the right place. She's headed to China, where 80 mills have
opened using our raw logs, I tell you what people in Britlsh Columbia believe, They believe that B.C. logs
should be for B.C, jobs, When is the minister going to get 1t? When is the minister going to step away from
the photo ops that produce fiothing and produce jobs here i in British Columbia?

, Hon. C. Clark: We saw the NDP 's plan for cmaﬁng jobs in fmesify in British’ Columbia, It was
called the jobs and timber accord. It promised 21,000 new jobs, and 13,000 jobs disappeared. That's what
Jappened, That's what happens when the folks on the othm side are in government and they leduce the
economy to a simple slogan, - .
Instead of doing that, instead of devastating our trade presence as they did in Asfa, instead of
fondamentally misunderstanding what diives our economy, instead of raising taxes and diiving up debt and
potentially puiting British Columbia in the same kind of position that we see many other counfries in the

world struggling with oday, our government is focused on reaching out.
We're fooused ofi finding customers for what B.C." produces, and when we find those ¢usfomers,

when we make those deals; we will bring home jobs for British Columbians, That is what witl make British
“Columbia the place to invest around the world, and it will mean not only do we remain a safe harbour for

* investments but we lead Canada in terms of job growth,

M, Speaker: Meraber has a supplemental.

. N. Maedonald: T mean, none of that is real, None of that is baged in reality. That does nothing fo
help people in Kitwanga. Tmean, the fact of the matter is since this B,C: Liberal government has taken over,
we have lost 34,000 family supporting jobs, That is the reality, The so-valled jobs minisier when he was
Minister of Forests lost 17,000 jobs, Those are the faots, Those are indisputable. So if's been an

unprecedented failuro,
At the same time right now in the same pcuod as last yedr we have a 207 percant inorease in raw log

oxports, That is the reality that is thero for the Premior. So the quostion s this: when 1s this government
going to do the right thing, take the resoutce that we have collectively and put it to use so that we oreate jobs
here in British Columbia — good family-supporting jobs? When is that going to happen?

Hon, C. Clark: The jobs and timber accord —— 13,000 jobs dxsappeaz ed. We had the Forest Practices

Codg, which added a billion dollars to the costs of doing foresiry in British Columbia, We 'had a Forest

Practices Code that was 70 feet of papet at its height, That member wilt stend there and Iectme members on
this side of the House about how o make sure our forest industry is thriving,

. [1415)
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We lost 13,000 jobs in the forestry industry in British Columbia at 8 time when the American
cconomy” was booming — the biggest expansion of the economy in North American history. British’
Columbia became a have-not provincs — why? Largoly, beoause members on that side of the House did

everything that they could to put their foot on
HSE- 20111103 P\IOIWAWM]S

Amerloan ‘economy was booming - the blggest expansion of the sconomy in North Ametlcan instory
British Columbia becatme & have-not province, Why? Largely because metabers on that side of the House
did everything that they could to put their foot on the neck of the forest industry in British Columnbia,

We are going to do it differently, and we have been, The proof is in the pudding in the Jast five years,
where the government has put a singular focus on. frying to open up markets in Asia and make sure we bring
home those jobs for British Columbians by diversifying onr merkets and by finding customers for onr
manufactured woods, That.is how we will make sure there are jobs for British Columbians — not just in the
Lower Mainland, not just in the south Island, but in rtal communities all across British Coimnbia -

Cameron Ehl, :
Executive Assistant 1o the Honosrable Pat Bell,

Minister of Jobs, Totwlsin amd Innovation
- Province of British Cofumbla

250-356-2771 (Telephons)

250-818-2981 (Cel)

250-356-3000 (Fax)

NOTE: This email is intended only for the use of the individual or ovganization to whom it is addf essed It may
contain-information thot is privileged or confidential, Any distribution, disclosure, copying, or other use by anyone
else Is stvietly prohibited, [f you have received ihis in ery or, Please telephone or e-mail the sender limmediarely and

delete this message,
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Ehl, Cameron JTJ:EX

Erom: - . Hayden, Dana JTIEX

- Sent: . Thursday, Decomber 8, 2011 8:17 AM
To:, - " Bell, Pat JTREX

.Gy Ehl, Cameren JTEEX :

" Subject: : FW: Kitwanga Lumber Bankrupfey
Just FYI

SRR Originai Message-----
From: Janine Nopth [mailto:danine@northerndevelopmént.be.cal

Sent; Wednesday, December 7, 2011 5137 PM
To: Alex Pietralla; 'Alex Pietralla (Personal); Chair Evan Saugstad (Spectra), Danny

Schilds; Gerald Wesley; Kuzma, Terry FOR:IN
Cc: Brodig Guy; Dean McKinley; Dennis Callaghan; Janine Morth; Jeanette Stanley; Jemufer

-, Sumner} Karen Borden; Renata King; Tess Elo
Subject: FW: Kitwanga Lumber Bankruptcy

For your information:

Don Steele, Chair and Brad Bardua, CFO at Pacific Bio-Energy, have confirmed with Dennis

and 1 the closure of the Kitwanga Lumber Company sawmill, s.21
s.21

el Price Waterhouse Coopers has now been appointed as the trustee in
bankruptcy over the affairs of the Kitwanga Lumber Company. ;

s.17, s.21

X have copied a link to a news story that is ~bein§ carried on Opindon 250 and you may see
additional coverage,in regional niedia tomorrow,

‘hetp: /v opinion25¢, com/blog/view/22364/1/ kitwanga+1.umbem*Files+-For+bankruntcv-i-protectm
ne -

From: Couture, Guillaume [mailto:Guillaume.Coyture@cibe.com]
sent: Wednesday, December 97, 20811 11: 96 AM

To: Dennis Callaghan

s.21,s.17

Regards,

Guy -

Guillaume (Guy) Couture, CFA
Director, Coimmercial Banking
Tel: (694) 665-1173
Fax: (604) 665-1144

email: gulllaume,couture@cibe.con
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1is intended only for the use of the individual(s)

This e-mail, including any attachments, _ (s
ion that is privileged/confidential. Any

to which it is addressed and may contain informat
other distribution, copying or disclosure is strictly prohibited, If you are not the
intended pecipient or have received this message in error, please notify ys immediately by
reply e-maill and permanently delete this message including any attachments, without

reading it or making a copy. Thank you.

. - Warm Regards,

Janine North
Chief Executive Officer
tel 250-561-2525 | fax 250-561-2563

janine@northerndevelopnent.bc,ca

Northern Development Initiative Trust

301-1268 Fifth Avenue, Prince George BC V2L 3L2 http://wsw.northerndevelo gnt.be.ca
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Ehl, Cameron JTEEX

Parhar, T4 8 JTHEX ' ' ;

- From:
Sent; Wadnasday, Dacember 7, 2011 4:64 PM
Tor - Adalr, Marlsa GCPE:EX .
Ce: Maclnnls, Malthew JTEEX; Ehl, Cameron JTLEX; Murry, Sean JTIIEX; James, Ben
GCPEEX; Helman, Caroiyn GCPEEX; Ryan, Fergus GCPEEX
Subject: Re: FYl- Kitwanga mill applies for bankrupt‘cy protection
Thanks we are aware,
Sent from my IPhone ‘

On 2011-12-07, at 4:51 PM, "Adair, Marisa GCPEEX" <Marisa.Adai[@g6v.bg,cg>wrote:

Heads-up, Thanks for thls_Ben.‘M

From: James, Ben GCPE:EX

Sant: Wednesday, December 7, 2011 4:50 P
To: Adalr, Marlsa GCPEIEX; Heiman, Carolyn GCPE:EX; McAndrews, Caroling GCPEIEX; Ryan, Fergus

GCPEIEX
Cet Carne, Courtney GCPEIEX
Subject: FYi - Kitwanga mill applles for bankruptcy protectton .

k]

FI

- hitn:/Awww.terracestandard.com/news/135205083.html

Mill appliesfor bavkruptey protection

- By Staff Writar - Terrate Standard

Published: December 07, 2011 2:00 PM
Updated: December 07, 2‘011 4:38 PM

- Kltwanga Lumber Co. Ltd. announced this afternoon that It has flled for hankrdpt&y protection,

The actlon comes after efforts this fafl to seek new niche markets for the specialty wood products

_ mifl pmvad ansuccessful, says a release from the company.

The outlook for 2012 Is not expected to lmprova, the release contlnugd.

The company re- Opened Its mill at Kitwanga In June with Premier Chrlsty Clark at the officlal
ceremany as lumber markets and prices looked stable and were expeacted to stay consistent

through the remainder of the year and beyond.

¥

Continuing global economic uncertainty throughout the surnmer led to a decraased demand for
lumber and decreased prices, the release continued,

The sawmill soon became unprofitable and was temporarily shut down [n October,

Kitwanga Lumber Company Is a subsidiary of Pacific BloEnergy Corporation which had bought the
company out of bankruptcy two years ago as part of a strateglc move it hoped would lead to the
construction of a wooci pelfet plant in Kitwanga. '

Pacific BIoEnergy stlll belleves there is a bright future for the northwest 6iC bioenergy tndustry, the
company press release concluded.
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Ben James

Public Affuirs Officer

Minfstey of Jobs, Tourlsm and Innovation
250-356-8177 - offive i
250-220-0537 - mobile

BenJomes@aovbeco
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