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News & Updates
Madison’s Forest Pulse 3Q 2014

The 3Q issue of Madison’s quarterly Forest Pulse has gone out to subscribers.
See details on Page 6!
Subscribe today and don’t miss out on this vital and timely information.
CONT'D PAGE 6

Canada Producer Price, Raw Materials Price Index

The Industrial Product Price Index (IPPI) decreased 0.4 per cent in September,
mainly because of lower prices for energy and petroleum products, said Statistcis
Canada Wednesday. The Raw Materials Price Index (RMPI) declined 1.8 per cent
in September, largely as a result of lower prices for crude energy products.

The decrease in the IPPI was led by lower prices for energy and petroleum
products, down 1.7 per cent. The decline in this commodity group was mainly due
to lower prices for motor gasoline, down 1.2 per cent, light fuel oils, down 3.0 per
cent, and diesel fuel, down 2.2 per cent.

Also contributing to the decline in the IPPI in September was primary non-fer-
rous metal products, down 1.9 per cent. CONTD PAGE 7

Sawmill Fires

At least 30 firefighters from Maple Ridge and Mission, British Columbia,
worked through Saturday night and into Sunday morning fighting a fire that con-
sumed at least half of Whonnock cedar mill’s main building at 27400 Lougheed
Highway. It could be a few months, at least, before Fraser Cedar Products’ shake
and shingle operation is back up and operational.

This was the second fire at the mill in the past year. Last November, the mill
suffered another massive fire when a welding spark destroyed the chipper build-
ing.

Elsewhere, authorities are investigating the cause of a fire Sunday evening that
burned a large wooden pole barn filled with lumber at Griffin’s Building Materials
in Hudson Falls, NY. There were no injuries. The lumberyard, located along the
Feeder Canal, is closed Sundays. CONTD PAGE 7

Southern pine lumber exports up 20% in August 2014

Southern pine exports were approximately 44 million board feet (MMbf) during
August 2014, the Southern Forest Products Association said Friday. This volume
represents a hefty increase of 20 per cent above the same month last year, and a
solid year-to-date boost of 22 per cent when compared with the first eight months
of 2013. Offshore shipments during July roughly break down as follows: 20.9
MMbf dressed, 9.1 MMbf rough, and 14 MMbf treated lumber. CONT’D PAGE 7

New Supplemental Forest Licences, British Columbia

New, non-replaceable, forest licences for residual fibre were announced this
week by the BC Ministry of Forests, Lands and Natural Resource Operations.
CONT'D PAGE 9
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-- Madison’s Forest Pulse --
Madison’s Quarterly Lumber
Analysis in One Tasty Bite!

The information tool for your forest man-
agement and investment decisions.

Our quarterly product is tailored to provide
you with vital information about the North
American solid wood, pulp, and paper industry
at your fingertips in a timely manner. Get in on
this vital analysis for your lumber investments.

(all us at 604 984-6838 or email madrep@
shawcable.com for your limited-time 15%
discount!
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“I am amazed at the data you've
been able to collect in this report
and find it all very interesting. | can
see this kind of information being
especially desired by economists /
bankers / the investment commu-
nity and perhaps Industry CFO’s
and such for help formulating re-
ports and such.
| like the trend data on capacity /
efficiency plus export import ra-
tios.”

- Michael Low | Scotiabank | Di-
rector & Group Lead, Commercial
Banking

Don’t miss even one issue of this vital
information!

-foreshadows spotshortages, overages, and
balance of supply with demand

« the latest on North American solid wood
and paper companies

- presented in a compact six-page format
every quarter

llv.)sn_

V\.'ﬂrv lh-( N
0% rverus fn

Aok
W

a Poblichor an

3Q 2014 North America Ylmbcr lndu.try An
Madisan's Lank

d b

seg Nomh Ansrien's

IT Ill W'o]lll 'NCH

EMADISON'S

wored 4

Owobev 2013 - 2014

i s gt o

ary is and Projection

R s

Wiike VOLUMES of
Lunnes mnuucmuto

ot Corodisn sowrile is b frst

SEven Mo ot X |( arvared

canacauly fa camgered 1) the
E

o
yoar whic Brten
Cba i @ Abe s each
drogped by 15%

Par Janfug VALURS of
bambar merdochred is
Quatoc a% Abana 1o by

gy
g m-« higtee

P RSB S S\ S\ o
W e FF FF Y

2 >

prockcss on rall cans S
n Jn-fag 20
e 12 e eV ye

Caraety

Tharo wae a 4 6%
Caracton LUMBER rw
VOUUMES i Jon-iu 204

COTRANGE 13 e PRoVOs year

Rall cir foadegs. is wil i
Yuck and vessel dal. e an
escalert ros Loy
LM OF Dw MCh b &5
madeg h No1h Aneics

4 ! DR
000t mm}m:;‘c‘nmhaw-mnu VA0 - el
2000 Hasdatcs | T

drop
or

o forward

Choose our Easy Pay Option: Four Quarterly Payments of just C$210

Yes | want to be regularly informed on the North American solid wood, pulp and paper lndustry-I

| Please sign me up for:

| Madison’s FOREST PULSE C$840/yr (15% discount: until Nov 1, 2014 only!)

or

| Company Name:

Easy Pay Option C$210/quarter

GST applies to Canadian subscribers

I Attention:

| Address:

| Phone:

| Please charge my VISA/MC: Card No.

Email:

| Please bill me: (signature)

L Madison’s Lumber Reporter, PO Box 2486, Vancouver, BC, V6B 3W7 or fax 1-604-608-5438



Madison’s Weekly Lumber Key Prices Table

Prices are in U.S. dollars per 1,000 fbm (net FOB mill)

WSPF KD R/L 2x4 345
WSPF KD R/L 2x6 362
WSPF KD R/L 2x8 358
WSPF KD R/L 2x10 370
WSPF KD PET 2x4 Stud 350
WSPF KD PET 2x6 Stud 380
Douglas Fir Green R/L 2x4 315
Douglas Fir Green R/L 2x10 413
ESPF KD 2x4 8ft Stud 420
OSB Ontario 7/16" (CDN$) 225

www.madisonsreport.com

Year AgoChange

This Week Last Week Change Month AgoChange
350 £S5 360 £S5 380 -35
366 -4 365 -3 354 +8
362 -4 366 -8 344 +14
374 -4 370 0 450 -80
350 0 350 0 315 +35
380 0 375 +5 300 +80
315 0 328 -13 330 -15
430 -17 405 +8 510 -97
420 0 425 £S5 380 +40
230 -5 212 +13 223 +2
462 0 434 +28 363 +99

CSPlywood Toronto 3/8” (CDN$) 462

Madison’s Weekly Lumber News

Canada IPPl and RMPI

CONT’D FROM PG 2 Moderat-
ing the decrease in the IPPI were high-
er prices for motorized and recreational
vehicles, up 0.6 per cent, said StatsCan
Friday.

The IPPI rose 2.5 per cent during
the 12-month period ending in Sep-
tember, following a 2.6 per cent gain in
August.

The 1.8 decrease in RMPI in Sep-
tember following a 2.2 per cent decrease
in August. It was the third consecutive
monthly decrease. Of the six major
commodity groups, four were down, one
was up and one was unchanged.

Crude energy products, down 1.9
per cent, contributed the most to the de-
cline of the RMPI in September, largely
as a result of lower prices for conven-
tional crude oil, down 1.8 per cent. This
was the third straight monthly decline
for crude energy products.

The RMPI decreased 0.9 per cent
in the 12-month period ending in Sep-
tember, after declining 0.6 per cent in
August.

Fires, Sawmills

CONT’D FROM PG 2  The fire at
Whonnock cedar mill in Maple Ridge,
BC, engulfed the older half of the main
building, including all the machinery
required in receiving and manufactur-
ing logs into shakes and shingles, said
the Maple Ridge-Pitt Meadows Times.
All the wood in the building was
burned, leaving them to sort through
mounds of twisted and tangled metal.

As firefighters arrived to the Grif-
fin sawmill building at Hudson Falls,
NY, they found a fully involved struc-
ture and difficult access to it, accord-
ing to the Post Star. Hudson Falls
Police knocked down a fence to get in.
Also, firefighters were not able to at-
tack from the back of the structure be-
cause the back was so narrow against
the canal.

The roughly 250 feet by 40 feet
wooden pole structure with a steel roof
was located among several buildings
on the property and next to several
trees in the back along the canal. At
one point the roof collapsed.
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National Bank Financial is an indirect wholly-ow ned subsidiary
of National Bank of Canada which is a public company listed on
theToronto Stock Exchange (NA: TSX). National Bank Financial
is a memberof the Canadian Investor Protection Fund (CIPF).
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Southern Pine Exports,

USA

CONT’D FROM PG 2 Softwood
lumber imports to the US during Au-
gust were just over one billion board
feet (Bbf), up 16 per cent from the vol-
ume imported during August of 2013,
said the Southern Forest Products As-
sociation. Year-to-date softwood im-
ports are up 9 per cent when compared
with last year.

As usual, Canada shipped the great
majority into the US during August.

Calendar

November 2014

Wood Pellet Association AGM
November 17 - 19 — Vancouver, BC
http://www.pellet.org/wpac-agm-agen-
da

NAWLA Traders Market 2014
November 12 - 14 — Chicago, IL
http://www.nawla.org/events/
2014-traders-market/

1.

A\
\1.&
N
L% AR

\

NATIONAL BANK
FINANCIAL

WEALTH MANAGEMENT




New BC Forest
Licences
Innovative, Flexible

Residuals Licence

This week the British Columbia
Ministry of Forests, Lands and Nat-
ural Resource Operations announced
the creation a new type of forest licence
that allows emerging, innovative for-
estry companies to more effectively
respond to fluctuations in the supply
of wood fibre. These licences will allow
secondary manufacturers, such as pel-
let producers, to apply for supplemen-
tal forest licenses when they can’t get
enough residual waste from their usual
suppliers.

The new Supplemental Forest Li-
cence allows companies to harvest
wood only when traditional, busi-
ness-to-business fibre supplies are re-
duced. This helps ensure that licence
holders bioen-
ergy companies,
pellet producers -
have ongoing access to the fibre supply
they need to operate.

The new licence also allows the
Province to include conditions in li-
cences that encourage the harvesting
of less marketable and harder to access
wood, helping to make greater use of
the existing allowable annual cut.

BC forest minister Steve Thomson
explained to the Vancouver Sun Tues-
day applications would be approved
upon proving demand and the avail-
ability of timber in the area that the
applicant would need it. Timber for
such a license would be allocated with-
in a region’s annual allowable harvest
from low-grade tree stands deemed un-
economic for lumber production.

The Legislation has been passed
over the years, and last week details of
the regulations were worked out in the
BC legislature.

These forest licences under the For-
ests Act, five-to-15 year non-replace-
able, are a new variant to previous and
existing licences.

Next week the Ministry will pub-
lish the final policy.

A preliminary document, obtained
by Madison’s Thursday, details that
“annual rent for a SFL is $0.25 per
cubic metre of Annual Allowable Cut

by Kéta Kosman

(AAC). Annual rent will be payable on
the issuance of the licence. Note: An-
nual rent for a restricted forest licence
is $0.37 per m3 of AAC”.

Doug Stewart, Director, Forest
Tenures Branch, FLNRO, explained
to Madison’s Thursday in a phone in-
terview that this is a new licences are
derived — in part — from the old ‘pulp
wood agreements’ (which were also
non-replaceable) under the Forest Re-
vitalization Plan.

“These new licences are intend-
ed for companies that rely on busi-
ness-to-business [relationships] for
timber supply,” said Stewart to Madi-
son’s.

The supplemental
specify volume, time frame, and tim-
ber profile.

Once issued, a restricted forest li-
cence holder has the same basic har-
vesting rights as any other non-replace-
able forest licence holder. However, an
supplemental forest licence holder’s
harvesting rights are not activated
until “need” has be assessed and ap-
proved by the Ministry. In deciding
whether to advertize a supplemental
or a restricted forest licence, ministry
staff should first determine if the tar-
get timber processing facility audience
will require a continual supply of ad-
ditional volume on an annual basis or
whether there is only a supplemental
need for volume from time to time.

Example calculation of fibre supply
and time frame:

Supplemental Forest
AAC = 50,000 cubic metres

* Term = 5 years

* Maximum to be harvested under
the licence = 250,000 cubic metres

+ Ministry confirms by way of a
letter the licensee’s “need” is 20,000
cubic metres in which they can har-
vest this volume anytime in the next 3
years.

The licensee then submits a cutting
permit (CP) under the following poten-
tial scenarios:

a. CP for 30,000 cubic metres

b. CP for 20,000 cubic metres

c¢. CP for 20,000 cubic metres and
then another CP for 15,000 cubic me-
tres.

The Ministry must then determine
the best course of action associated

licences will

Licence

with the above scenarios.

Stewart explained that the Min-
ister of Forests will advertise oppor-
tunities and make them available for
competition. These advertisements will
be restricted to specific types of opera-
tors or geographic areas. Bidders must
“hold or intend to hold a pellet plant or
OSB mill,” said Stewart. “And provide
rational for why they couldn’t get suf-
ficient volume attached through busi-
ness-to-business.”

When asked about a timeline for
roll-out of these new licences, or in
which geographic areas they are likely
to be first implemented, Stewart said
it’s too early to know that yet.

“There is a lot of industry demand,”
explained Stewart. “The last thing we
want to do is put more timber supply
on already constrained land. We're go-
ing to take the time we need to do this
right, where there is real demand.”

Wood Pellet Association of Cana-
da (WPAC) executive director Gordon
Murray detailed to the Vancouver
Sun that the [BC pellet] industry wel-
comes the change, which he believes
will wind up being as much of a tool to
gain leverage in securing longer-term
contracts to buy wood waste from saw-
mills as it is a way to access timber di-
rectly. Murray expects that the bigger
forest-license holders will be more co-
operative in signing longer-term fibre
deals, giving pellet producers access to
the scraps from their harvesting that
often wind up being burned, rather
than having pellet producers taking up
timber allocations.

“We're trying to make something
out of everybody’s leftovers,” Murray
said to the Sun. “The barrier to our in-
dustry growing is having some secure
access to low-grade timber.”

In a phone interview with Madison’s
also Thursday, Murray said, “This is
a good start, a good gesture, and an
acknowledgment of the hard work we
have been doing.”

“The major forest companies in BC
are still burning post-harvest forest
residuals. This kind of waste shouldn’t
be allowed. WPAC wants more secure
access to that fibre. The major forest
companies want fibre security to build
their sawmills, as do pellet manufac-
turers to build their plants. It is not
competition for the same wood, pellet
producers are not interested in sawlog
grade timber.”



