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Mr. Chairman: Will the Committee on Public Utilities
and Natural Resources come to order. Bill No. 9, The
Forest Amendment Act, and Bill No. 92, The Manitoba
Energy Foundation Repeal Act, are to be considered
today. It is our custom to hear briefs before a
consideration of the Bills. What is the will of the
committee? Agreed.

I have a list of persons wishing to appear before this
committee. Cn that list we have Mr. lvan Balenovic,
Mountain Quota Holders Association, Mr. Lyle Spicer,
South East Quota Holders.

is there anyone else present who would iike to appear
before this committee this morning? if so we would
like you to advise the Clerk here at the front and we
will add you to the list?

We will begin with the presentations then. | would
call on Mr. Balenovic—Mr. Angus.

* (1005)
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Mr. John Angus (St. Norbert): On a point of order,
with respect to the first amendment, the brief here is
provided in relation to the forest renewal charge from
a number, a whole list of people. On the bottom it says:
‘“Many other producers who are affected by the
proposed forest renewal charge are not present due
to short notice of this meeting.” Was the meeting not
properly advertised, and was not a sufficient amount
of time for people to make reasonable representation
given?

Hon. Harry Enns (Minister of Natural Resources):
Well, Mr. Chairman, for the Members, the committee
Members and for the general public’s information, the
House Leaders schedule these meetings at the
opportune time that they can. The Members of the
committee are well aware that we are at that point in
the legislative process where these meetings are
scheduled in the time available to us.

Certainly there is no desire on the part of the
Government to make it unnecessarily difficult for
anybody to make presentations to us. It is, | remind
all Members of the committee, a unique privilege to
the Manitoba Legislature.

We are the only jurisdiction in the country that enables
the general public and/or other interested parties to
make presentations to Bills prior to gaining final
approval. That cannot always be done with the type
of notice that the Member is alluding to. The Clerk’s
Office attempts to indicate to those persons who have
expressed an interest, at the earliest opportunity that
the Clerk’s Office can, when he is notified of a meeting
of a committee being scheduled. | am sure that was
done in this instance.

Mr. Angus: Mr. Chairperson, again, just for clarification
from the Minister, | presume, and perhaps you can
confirm for me that you sent a copy of the intended
changes to interested groups, they were made aware
that this legislation was being considered by the
Government, and that it is only the shortness of the
meeting that is being called by the House Leaders and
the actual meeting taking place, not that they have only
had a couple of days to prepare or even consider the
magnitude of this legislation.

Mr. Enns: | am confident that the presenters will answer
that question for the Honourable Member. The industry
and spokespersons here for the industry, who are
appearing before us, were very much aware of the
proposed Bill that is before you when it was first
introduced at first reading back in the early part of
June and have had the proposed amendments to The
Forest Amendment Act before them for their
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consideration. It is the short notice alluded to, and |
accept that, refers to the timing of the call of this
committee. Thank you, Mr. Chairman.
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Mr. Chairman: | thank Honourable Members. We have
a written presentation from Mr. Balenovic. Mr. Balenovic,
we will have you go ahead with your presentation at
this time.

Mr. lvan Balenovic (Mountain Quota Holders
Association): Mr. Chairman, | will just preface my
comments by making mention of the—! am sorry, would
you like—

Mr. Chairman: Mr. Balenovic, can you please go ahead.

Mr. Balenovic: Thank you. | would make comments
on our comment here as far as the short notice. | am
specifically alluding to the short notice of this particular
committee meeting. We have been aware and have
presented a submission to the Honourable Minister in
September and had a considerable amount of
discussion related to this issue.

At that time we understood that we would have an
opportunity at this particular meeting to make a
presentation. Unfortunately we found out about it mid-
day yesterday, at 11:30. This is a particularly busy time
of year forus. We are fighting the weather because of
the freeze and trying to get our logs out of the bush,
so we had a pretty tough time trying to organize a
group of people to come and back us up on this. |
would like the committee to take that into consideration
on my presentation.

* (1010)

I will be representing the following representatives
of the forest products industry in Manitoba: Boutang
Enterprises Ltd, Interlake Quota Holders Association,
Manican Pulpwood Ltd., Marine Transport Limited,
Mountain Quota Holders Association, Prendiville Wood
Preservers Ltd., Sandilands Forest Products Ltd.,
Southeast Forest Products Ltd., South East Quota
Holders Association and Spruce Products Limited.

As | had mentioned, there are several other affected
producers that would have been present and would
have made presentations. Our reason for submission
is, members of the forest products industry have grave
concerns over the proposed amendment to The Forest
Act and the forest renewal charge which, if passed,
will have a devastating effect on the forest products
industry and related businesses.

The importance of the forest products industry in
Manitoba can be outlined as follows: according to
‘*“Manitoba’s Forest Industry, 1985,” Manitoba’s primary
wood using industry is a significant contributor to the
provincial economy. In 1985, the industry comprised
176 firms. Total employment impact was 8,391 person
years, of which 2,848 were direct. The majority of the
employment was created in rural areas of the province
where job opportunities are limited. The primary wood
products industry is a vital component to the economic
base of a number of rural Manitoba communities.
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In the same year the total value of shipments by
Manitoba’s primary wood using industry was
approximately $220 million; $153 million worth of
product was shipped to other provinces, the U.S. and
overseas.

It is surely not in the best interests of Government
to introduce a tax on an industry that would render it
unprofitable. This will lead to the industry’s inability to
replace aging equipment, which will be followed by a
decrease in employment and have an effect on the
prosperity of the communities involved.

Quota holders are small business. We are not aware
of any consultation by the Government with industry
in relation to this particular forest renewal charge other
than the submission this group made to the Minister
of Natural Resources on September 19 of last year.
Had there been, we feel that the Government would
have had an idea of the situation our industry is
presently facing and would have taken that into
consideration prior to amending The Forest Act in this
manner. Forest management licence holders, mainly
Abitibi and Repap, will be exempt from the proposed
forest renewal charge as they already pay in excess
of $4.60 per cubic metre. Their stumpage dues, however,
are in some cases 30 percent, that is 65 cents per
cubic metre compared to $2.15 per cubic metre, of
that charged to other quota holders.

In reality there can be no comparison between the
financial statistics of the pulp and/or paper companies
and other operators. The amount of timber available
for pulpwood is enormous and makes efficiencies of
operations far beyond the reach of small quota holders,
most of whom process their allowable cut in much less
than one year.

Repap in Manitoba acquired in excess of 40,000
square miles of woodlands with an annual allowable
cut of 2.4 million cubic metres of softwood and 840,000
cubic metres of hardwood. On total operations, Repap
reported net earnings of $46.8 million for the first half
of 1989. Investment for conversion of the mill in The
Pas will be $300 million, $30 million of which will be
preferred shares acquired by the province.

We refer to these figures only to emphasize the
tremendous difference in type and size of operation in
relation to the independent operator in Manitoba. The
net effect to the province of the forest renewal charge
on all independent operations will be minute in
comparison to the magnitude of the transactions that
have taken place recently between Repap and the
province. However, the effect to the independent
operator could be devastating.

In comparison to other provinces, Manitoba
producers generally have lower productivity and higher
average variable costs. We are more vulnerable to short-
term cyclical price shifts and longer-term shifts in
markets and products. We are faced with a declining
availability of softwood sawtimber stands and low
volumes per hectare and high wood costs.

* (1015)

On reforestation, our group recognizes that
reforestation is desirable and important to our industry
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and the economy of Manitoba over the longer term.
Currently a portion of the stumpage dues that our
industry pays is and has been applied toward
reforestation. We are not necessarily in disagreement
with the concept of separating stumpage dues from a
forest renewal charge. However, certainly that should
resultin a significant decrease in our present stumpage
dues.

The impact of the forest renewal charge, the $1.81
that was proposed per cubic metre, translates to
approximately $10 per 1,000 board feet of lumber; 10
percent to the value of pulpwood and fence posts; and
10 percent to the value of fuel wood.

Unlike many other industries, the forest products
industry cannot simply pass an increase in costs on
to the consumer. Our product is a commodity and not
unlike a farmer, our prices are set on an international
basis. For example, the price of lumber today is down
35 percent from mid-1979, a year of strong prices, and
no higher than in 1983. While prices fluctuate, we have
been in a period of weak markets for most of 10 years.
However, costs only go in one direction and margins
are deteriorating.

As quota holders, we cannot increase the volume of
our business by producing more, so inexorably our
margin is squeezed. The only solution is for a substantial
price increase along with extreme thrift. If that happens,
higher charges may be possible, but at present it would
be impossible. The industry already faces higher costs
in the areas of wages, hydro, utilities, payroll tax,
compensation, the 15 percent export tax, health and
safety costs and environmental issue costs, et cetera.
Enormous production of lumber from Alberta and BC
keeps lumber prices low. Saskatchewan fence posts
are now priced lower than in Manitoba.

As an example, if | had a look this morning at our
net mill returns over the last couple of years from our
company, our year end at 1988, our net mill return on
lumber was 4.57 percentlower than that in the previous
year. In our year ending 1989, it was 7.7 1 percent lower
than the previous year to that. In other words, in our
year ending 1989 our net mill return price is 11.93
percent lower than two years prior. In the same time
period, the increase in stumpage dues has been 14.7
percent. Where can revenues come from to cover a
forest renewal charge?

In conclusion, this submission clearly describes the
condition of the forest products industry in Manitoba
at the present time. Evidence is given of depressed
market conditions affected by various elements of the
economy as well as onerous factors of cost.

The members of the forest products industry named
in this submission respectfully request from this
committee that there be no added forest renewal charge
at this time.

The representatives of the forest industry in Manitoba
that are represented are listed on page 6. Thank you,
Mr. Chairman.

Mr. Chairman: | thank you. Are there any questions
of Mr. Balenovic? The Honourable Minister.
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Mr. Enns: Mr. Chairman, just one general question. |
am aware, of course, of the industries and concern
that has been expressed about the charge that has
been suggested and proposed by the department, by
Government, as indeed are members of the industry,
the $1.81 charge.

l indicate to the presenter that the Bill before us does
not have a fixed charge in the Bill. That is to be
determined by regulation. What is in the Bill is the
principle that as we approach the’90s, that all forest
users contribute to a forest renewal charge. |t is called
a ‘‘renewal charge’’ because of our concern for
sustaining that most important resource tothis province.
My understanding is that forest users do not take
specific argument with that principle, they are arguing
about the capacity of the industry to accept any
additional charges at this time. Is that a fair question?

Mr. Balenovic: Mr. Chairman, | believe that is a very
fair question and | would ask you a question in return.
Are you suggesting that if this legislationis passed that
we should not anticipate an increase or a forest renewal
charge, effective immediately, or within the next short
period of time?

Mr. Enns: Mr. Chairman, | am not suggesting anything
other than what the legislation is before you. It
authorizes the Department of Natural Resources,
through its Forestry Branch, to institute a forestry
renewal charge, but it “‘does not,” | underline, indicate
at what level.

Mr. Chairman: Mr. Balenovic, any comment?

Mr. Balenovic: Mr. Chairman, then we would maintain
our position that at this time our industry cannot foresee
us being able to absorb a forest renewal charge. If in
fact that means that this legislation may be passed,
thensobeit,butwefeel thatifthelegislationis passed,
we will have a whole separate issue on our hands that
we will continue to lobby on our behalf.

* (1020)

Mrs. Gwen Charles (Selkirk): | had the opportunity
last year of spending a day in the Duck Mountains
going around with several of the independent operators.
I have seen their quota cutting rights and the problems
and issues that they had to face directly. | would like
to ask of you, as representing all these various other
organizations, because | have not had equal opportunity
in all regions. In most cases, are the independent
operators refraining from clear cutting? | mean, they
usually go in and do selective cuts. Is that not correct?

Mr. Balenovic: Mr. Chairman, | think | will leave that
question to the next speaker. | am particularly familiar
with the mountain region and our next presenter, |
should say, is from the southeast part of the province.
| do not believe that select cutting is necessarily the
procedure that is used in that area either.

Mrs. Charles: So you are saying there is clear cutting
done by independent operators on quotas held by
independent operators.
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Mr. Balenovic: Mr. Chairman, yes. The answer would
be, yes.

Mrs. Charles: Can the presenter tell me what type of
reforestation is undertaken by these independent
operators when they leave the clear~cut area? Are they
responsible directly into scarifying or replanting of the
forest in that area, or are the funds paid directly into
Natural Resources on the assumption that reforestation
will take place?

Mr. Balenovic: Mr. Chairman, the individual quota
holders, unlike the Forest Management licence holders,
pay stumpage dues and a portion of the dues that are
paid are used for reforestation for the scarifying and
the planting. We, as quota holders, are not directly
involved in that aspect of it.

Mrs. Charles: In your opinion, Mr. Balenovic, is
reforestation taking place on a satisfactory basis? Are
we receiving a growing forest for a forest cut by an
operator?

Mr. Balenovic: Mr. Chairman, | am afraid | do not have
the statistics with me right now to answer that question.
Itisanissue | think should be addressed and has come
up at several meetings. | am not particularly an expert
on the reforestation aspect and would not really want
to comment on that at this time.

Mrs. Charles: The presentation mentions that
companies such as Repap and Abitibi-Price, those with
forest agreements, will not be receiving this forest
renewal charge. Can Mr. Balenovic explain what the
differential would be between a company doing the
reforestation charge in the agreement as opposed to
a forest renewal charge being levied on the independent
operators? | am just wondering how they could
compare. Do you feel that the larger companies are
getting the better deal and that you will be having a
different charge and therefore having an added tax on
your industry?

Mr. Balenovic: | think as we point out in our
presentation that the economies of scale in relation to
the large company make reforestation or a charge of
this particular type easier to absorb since their raw
material costs would be considerably lower, or should
be considerably lower, than that of small independent
operators—| am not sure if | am answering your
question, but certainly when we have quota holders we
have several small quota holders who may have a quota
that they can cut in a week or six months, or it may
take a year and certainly we could not expect each
one of these quota holders to be responsible for their
own reforestation. It would not be possible to buy the
equipment necessary to do that. The large companies
like Repap and Abitibi have a significant area and they
can do their own reforestation.

Mrs. Charles: | think we all recognize here that the
reforestation is an industry we want to all participate
in, and certainly you folks as operators in the forestry
industry. | am trying to come to an understanding of
how the cost of reforestation can take place, to whom
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those charges should be levied, if it is not to the
independent operators. | am not speaking against your
argument because | understand that if you are
overcharged and you cannot keep the industry going
that we all in Manitoba will suffer because the industry
is not maintained. | am asking directly if you have a
suggestion of how we can in an Act have the
independent operators participate in the cost of
reforestation and at the same time survive as an
industry.

* (1025)

Mr. Balenovic: Mr. Chairman, that is a fair question.
To answer the first part, or to answer it in two parts,
we are presently paying a stumpage fee. A portion of
that is presently going to the reforestation. We wouid
have to go to the Department of Natural Resources to
see what portion is and is not, what portion is going
to reforestation, what portion is not. The second part
of my answer would be the economic benefit of our
industry to some of the smaller communities in northern
Manitoba where unemployment is extremely high would
far outweigh the amount of revenue that would be
received on the forest renewal charge if these
companies were to not be able to continue in business
because of an added charge of this type.

As | mentioned in the submission on lumber, we are
looking at $10 per thousand board feet of lumber. That
is a very significant number. In Winnipeg today we might
be selling two by fours delivered here at $245.00. A
very small portion of that is profit and $10 is a significant
amount of profit. If we cannot produce lumber at a
profit then we will not sell lumber. We will not operate
our sawmills. In our own company we have shut down
for first time in quite a few years our sawmill in The
Pas for three months because of lumber prices and
because of market conditions. We cannot continue to
operate if we are not profitable. At $10 a thousand
board feet we would be less profitable.

Mrs. Charles: Do you then recommend that there
should be some connection to the reforestation charge
as to the market fee? | am trying to find how you would
put a reforestation charge in that allows reforestation
to take place and the industry to maintain its competitive
market in the Canadian, | guess, in the North American
market.

Mr. Balenovic: Mr. Chairman, presently the stumpage
dues that are levied on the industry are or should be
related to market conditions. It is a separate issue, it
is not one that we are discussing today. We in the
industry do not feel that has been the case. | mentioned,
as in my example, the decrease in lumber prices over
the last two years and the increase in stumpage dues
over the last year, so we do not believe that in cases,
or in fact is happening.

In our submission we emphasize the importance of
reforestation and we refer to the fact that right now
we cannot afford a reforestation charge. If conditions
improve we understand the importance of it and we
would be willing to participate at that time.

Mrs. Charles: It issucha tricky question to be asking
because in support of your industry but at the same
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time we have to be in support of the forests and we
cannot—if the industry cannot replace the forest and
then again is it the taxpayers at large who should be
replacing the forests? In addition to that, are you
implying or am | reading into what you are saying that
there should either be a stumpage fee or a forest
renewal charge but not both?

*
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Mr. Balenovic: Not necessarily. | am saying that if in
fact there are two separate charges, a forest renewal
charge and a stumpage charge, we do not have a
problem with that, but if a portion of our stumpage
dues right now today are going for reforestation, then
our stumpage dues should be decreased by the amount
that is going to reforestation. We are presently paying,
as | mentioned, in the Mountain Region, $2.15. A portion
of that is going to reforestation. To add $1.80 a cubic
metre at this time, in my mind, is doubling the
reforestation fee that we are already paying in the
stumpage.

Mrs. Charles: So, in essence, you are being doubly
taxed for the same measure. | would assume if there
was some connection then between the stumpage tax
and the forest renewal charge so that they are
maintained a parallel procedure, a parallel tax, so that
they are in relationship to the need and to the market
then that would be more satisfactory to your industry.

Mr. Balenovic: That is correct, if there is a need to
have a separate charge which is the forest renewal
charge and to separate stumpage dues, and which is
the case with Abitibi and Repap. | think we mentioned
here that their stumpage dues, for example, are 60
cants whereas ours are $2.15. Should we assume then
that the difference between the $2.15 and the 60 cents
is presently going to forest renewal?

Mrs. Charles: | take it from what you are saying then
your industry does not have the knowledge or the
information of saying why this discrepancy exists in
the siumgpage charge between the large corporation
and the smail corporation. Are the large corporations
having an additional tax that would bring their stumpage
fees and their tax up to your level of stumpage fees?
Is that information you would possess?

Mr. Balenovic: Mr. Chairman, No. We are under the
assumption that the reason the stumpage dues are so
low is that they are paying a separate charge, that is
a reforestation charge. As you are probably aware, in
their situation they pay a reforestation charge into a
trust fund, | believe, and that money is then used by
the company to do reforestation.

Mrs. Charles: Is it your impression then that these
combined, the trust fund and the stumpage fees for
Abitibi-Price, Repap, would be equal in the market to
your stumpage fees presently?

Mr. Balenovic: No. To our stumpage fees presently,
no. The answer would be, no, because we are presently
paying a stumpage charge. Okay. Could you repeat the
question? | am sorry.
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Mrs. Charles: | am wondering if you have any
knowledge or information of the combined costs that
the larger corporations, in essence at Repap and Abitibi-
Price, would be payinginto reforestation on combination
with the trust fund and their stumpage fees. Stumpage
fees, | believe you said, were 60 cents for them and
$1.60 for you. Would 60 cents, plus their amount going
into their trust fund be equal to the independent
operators, who are paying now $1.60 for a stumpage
fee?

| am trying to figure out, in the long run, are you
coming out on an equal balance sheet, or are you as
independent operators receiving a higher cost for
stumpage fees and a possibility of even a higher charge
on top of that for forest renewal charge and trying to
figure out if the Government is being fair to the charging
of large operators and small operators?

Mr. Balenovic: Mr. Chairman, as | mentioned in our
submission, and | believe we are using Repap as an
example, they are paying in excess of $4.60 or $4.60
| believe, | am not sure if it is an excess. In the case
of Abitibi, they are paying 65 cents in addition to that.
In our submission | think we clearly state that we cannot
compete with the economies of scales of the larger
companies. They have tremendous resources available
to them, tremendous areas that they can go in and
log. We are, as quota holders, confined to smaller areas
and often scattered throughout a region. { do not believe
that we can compete with the larger producers on a
cost-to-log basis.

Mrs. Charles: One final question then. What would
you suggest to us as a committee, as a revision or an
amendment to the Act in order to complete reforestation
in the province through the industry, both large and
small, and have a market that you can compete in with
the cost and taxes or surcharges for you being kept
to areasonable amount? How can we accomplish both?

Mr. Balenovic: Mr. Chairman, presently | had mentioned
that our industry is involved in most cases in small
communities where unemployment is very high. We are
creating employment. We are paying a considerable
amount of tax and we are taking people off of the
unemployment line. As well, over the last three years,
| believe, we have been paying a 15 percent export tax
on our softwood lumber that has been going south of
the border. My understanding is that the revenues
Manitoba has received from the 15 percent has been
going into the general funds of the province. | cannot
say that as fact but that is my understanding. | would
suggest that these funds should certainly have been
used for reforestation, since the industry has been
paying this tax.

Mr. John Plohman (Dauphin): Mr. Balenovic -
(interjection)- well, she said that was her last question—
you have brought forward concerns it seem to me about
the whole idea of paying anything more for reforestation,
even though your examples show the large companies
that are involved with the forest management licence
are paying substantially more than you would even with
this $1.81 that you referred to in your paper. It seems
to me that the smaller operators would still be paying
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or the concept of a forest renewal charge. We as |
mentioned have come up with the figure because that
is the figure that has always been brought to our
attention, whether it be through the media or other
sources.

In fact | have a document with me today which |
believe—it is in my briefcase and | can certainly get
it. | am not sure exactly where it was published. Mr.
Chairman, | would like to just grab that document.

Mr. Chairman, | have a photocopy of a page called,
Financial Impact of Existing and Proposed Forest
Charges. The note says, softwood lumber export taxes
based on average collections from Manitoba.
Unfortunately | cannot tell you where this came from.
| believe it may have been the Department of Natural
Resources but | am not sure. This photocopy certainly
states $1.81 and this would have been another one of
the many sources. We have always been under the
assumption that it has been $1.81.

An Honourable Member: It used to be $1.71 but okay.

Mr. Balenovic: Mr. Chairman, if in fact this committee
finds to recommend that the forest renewal charge
proceed, and there is—the implementation of it is left
to department officials—we would as an industry very
much like to insist that we have some input into the
implementation of it. There are several areas of concern
that must be addressed before this type of charge can
be placed on the industry.

Mr. Plohman: Well, Mr. Chairman, one of the greatest
concerns that we had when looking at this issue a couple
of years ago was the impact it would have on the small
operators. It was my personal concern as Minister that
it would not create an undue hardship to smaller
operators. | was also concerned to have it very clear
how this could be passed on by these small operators
so that they could recover these costs. | think that is
an important element of any consultations that you
referred to before it is finally implemented that the
Government should undertake.

| was of the belief that it perhaps should be phased
in or should be for certain size operators and eventually
all operators, because | firmly believe in this concept
and the New Democratic Party believes in it, as | think
all of the Parties have indicated approval forit, because
we have to ensure that these forests are there for future
generations. | would ask you though, how would you
recover this charge of $1.81 per cubic metre? How
much leeway do you have to pass this on to those who
purchase your goods?

Mr. Balenovic: Mr. Chairman, in order to pass the costs
of an expense like this along the line it goes through
many people, be it the logger, the mill, et cetera, right
through to the end customer. Unless somebody in that
sequence of events is impacted it would make sense
that we have to increase our price of lumber to the
end customer. That is not a possibility in the lumber
market.

As | think you are well aware, the lumber market is
priced internationally based on supply and demand
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through the American markets. They are certainly the
biggest consumer of this product. We are selling product
into Winnipeg, as an example | mentioned today, at
around the $240 or $245 on the two by four. If the
price of lumber is down by $5 and B.C. and Alberta
start shipping lumber into Winnipeg at $5 less, well,
either we stop selling or we sell it at $5 less. We have
virtually no control on the price of lumber. | am referring
to the type of lumber that we produce. It is lumber
that is graded internationally by international standards.
We cannot say our lumber is any better than someone
elses, it is lumber. It is no different from wheat or
whatever. It is a certain grade and it is worth a certain
price.

Mr. Plohman: It is very important then to have an idea
of what your profit margin is, whether this could be
absorbed. From the information | have the cost to about
70 percent of the operators, the smallest, would be
around $600 per year for about 70 percent, 65-70
percent of those smaller operators. We are talking about
$600.00. The information | have also indicates that 37
would pay about—these figures are using $1.71 instead
of a $1.81—$3,535; 15 would pay $9,600; and five would
pay $85,400.00. So really in terms of dollars there is
only about 30 percent that would be impacted and the
larger ones would have a substantial increase when
you are talking $85,000.00. If you cannot pass it on
then the question is, how much of a financial hardship
does that place on your operation? Are you one of
those who would be in the 24,000-plus cubic metre
range?

Mr. Balenovic: Yes, we are, Mr. Chairman. Are you
talking about my specific company? The figures that
you are stating, Mr. Plohman, are quite inaccurate. The
largest number of $85,000 that you stated | would
suggest is understated—

Mr. Plohman: This is the average cost for those five
operators over 24,000. There may be some that are
substantially higher than that. | am not aware of that.

* (1050)

Mr. Balenovic: Well, | do not know. When you are
averaging | would suggest that to some companies such
as ours that the impact would be perhaps two and a
half times that figure of $85,000.00. | would suggest
it is quite significant. You mentioned that the average
impact per small quota holder would be $600.00. What
you are talking about is a quota holder who has under
1,000 cubic metres. It is all relative, is it not? | mean
it is relative to the size of a company. It is going to
have the same percentage impact. It is going to have
the same impact on the bottom line of the producer.

We have all of our expenses here and we have our
selling price here and the difference is profit, if there
is some. Well, lately these numbers have been going
over this way, where our profit in many cases is in fact
less than our—I should say, our selling price is less
than our cost. It is very relative to put a dollar value
on it, and the very small producer, where it might impact
him by $600, well, perhaps that is all the profit he makes
on his particular quota. | would say it is a significant
impact regardless of the size of the company.
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Mr. Plohman: Well then, if we all agree that such a
charge is necessary in order to ensure that our forests
are sustained over a longer period of time, the question
is: how is it best to establish such a fee and such a
charge? Would you suggest that it should be a phased-
in kind of thing so that you can adjust to it, say, over
a three-year period? Would that make it more palatable
to you? Would you accept it under those circumstances,
because you realize that this is an important aspect
of ensuring that resource is there for you and for others
to utilize and to harvest forever.

Mr. Balenovic: Mr. Chairman, | suggest that our
industry at this present time cannot afford an increase
in our stumpage fees, whether they be forest renewal
charge or stumpage fees. | suggest to you that, if in
fact the impact is such that you see mills and logging
operations shutting down in the province, the impact
of dollars will be far greater than the amount of money
that will be raised on forest renewal.

| gave you an example of our particular mill, which
is down for three months. That means that everyone
that works for us is on unemployment insurance,
everyone that works for us is laid off for three months
and are not working, and that is just a small aspect
of the industry in the province. | would suggest that
you would see that take place in a significantly larger
scale. If on the other hand the price of our end product
was to increase through either decreases of supply
globally, not necessarily globally but certainly
internationally or increases of demand, then | would
suggest that the industry could absorb a forest renewal
charge.

Mr. Plohman: A question that | will ask the Minister
later, but | would like your comments on this, are you
aware that other provinces are also putting in place
forest renewal charges or have them in other
jurisdictions, such as you mentioned, internationally,
because that you say sets the price. Are they paying
higher stumpage fees than we are, or forest renewal
fees?

You will be paying, if this was implemented, less than
$4 per cubic metre total, if there is no reduction in
your stumpage fees and you add this on. How does
that compare to other jurisdictions, and are there plans
that you are aware of to increase these fees in other
areas?

If they all increase, if this growing awareness of the
need to sustain the forests and renew the forests
impacts in all jurisdictions, then the playing field remains
level. It just means that the consumer is going to have
to pay more.

Mr. Balenovic: Mr. Chairman, | am not completely
versed on stumpage fees in other provinces, but | also
do not believe that it is fair to make a comparison of
stumpage fees in other provinces. | believe studies have
shown that costs to produce in Manitoba are
considerably higher due to lower volumes per square
mile or hectacre of land. It would certainly be unfair
to compare an operation in northern Manitoba where
we are taking wood of a certain size, to an operation

170

in Prince George, B.C., that is putting three logs on
one truck. | do not see the relevance of comparing our
situation to stumpage fees in other provinces. The
methods of logging are completely different.

Mr. Plohman: You feel this is an irrelevant comparison,
but our fees are lower than they are in other provinces.

Mr. Balenovic: Mr. Chairman, | do not know that they
are lower; | do not know that they are higher. | am not
sure how our fees relate to other provinces. | believe
if we were to go back when the export tax on softwood
lumber was first established, some of the provinces
did in fact increase their dues to compensate that, and
they no longer have an export tax. We continue to have
an export tax today on our softwood lumber.

Mr. Plohman: Well, my final question: first, you know
we do not want in the New Democratic Party, and the
Government can speak for themselves and the Liberals
can speak for themselves insofar as not wanting the
forest industry in this province to arrive into very difficult
times because of the imposition of this charge and
certainly do not want to see lost jobs, because it is
very important to the economy, but there is a problem,
and that is that the Governments have to renew the
forests or take responsibility for that. That is becoming
something that more and more people are becoming
aware of the need for. The public support for that is
very high, | believe. There is a dilemma then. Who is
going to pay for it? What do you suggest should be
done if this charge is not put in?

Mr. Balenovic: Mr. Chairman, | would again refer to
an issue that | brought up earlier. If in fact this causes
companies such as our company and several other
companies listed on here to not produce because they
cannot stay competitive in the market, | would suggest
what the impact to the province would be at that time.
Our group of people here employ 1,150 people. | am
certainly not suggesting that all of them would be out
of jobs tomorrow, but if this is another one factor that
helps make our industry uncompetitive and unprofitable,
then | would suggest that the longer-term impact would
be far more significant than the monies that are raised
by a forest renewal charge.

Mr. Plohman: | just wanted to say that the figures that
we have would be about $800,000 raised from a forest
renewal charge, based on this amount which is under
$1 million, and you are talking payrolls and so on and
economic stimulus far greater than that, you believe.

Mr. Balenovic: Absolutely, Mr. Chairman, certainly our
payroll is in excess of that number, and we are only
one company out of a group of several companies.

Mr. Plohman: Thank you, Mr. Balenovic.

Mr. Angus: Mr. Chairman, | would like to, through you,
thank the delegation for a well-presented brief, well
thought out. | have some specific questions on the intent
of the Bill, particularly Clause (b) of Section 34(l.l). “A
holder of a timber cutting right shall . . . if the minister
approves, carry out forest renewal on forest land that
has been harvested by the holder.”
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What does that mean to you? What does that cost
to you, if you would like?

Mr. Balenovic: May | ask you to repeat that, please?

Mr. Angus: Mr. Chairman, you have a copy of the Bill
| am sure. They do not have a copy of the Bill, Mr.
Minister. This sounds kind of incredulous.

Mr. Balenovic: Mr. Chairman, we have not—

Mr. Angus: On page 2, Mr. Chairman, at the top,
Section 34(1.1) Subsection (b).

Mr. Balenovic: | am sorry. Which paragraph?

Mr. Angus: Right at the top of page 2, or the back
page, 34(1.1) Subsection (b), “A holder of the timber
cutting right shall . . . if the minister approves, carry
out forest renewal on forest land that has been
harvested by the holder.”

Mr. Balenovic: And your question is, what is my
interpretation of this phrase?

Mr. Angus: What does it mean to you?

Mr. Balenovic: Well, without having a terrific amount
of time to study this, | would suggest this means either
we pay a reforestation charge to the province or we
elect to do our own reforestation.

* (1100)

Mr. Angus: Okay. Correct me if | am wrong. | have to
ask some leading questions | guess, Mr. Chairman. As
you stand there, are you aware of how much it is going
to cost you to do the reforestation, to pay the tax versus
doing the reforestation yourself? Can you break that
down? Are you in a position to make that decision?
In your discussions with the ministry or the Minister,
did you have any—it seems to me, and | would like
the delegation to comment on it, the Government has
given you an either/or. We have a problem: pay the
tax which you object to—and | appreciate and
understand why you are objecting to it and | will get
to that in a minute—or reforest the forest. Is that your
understanding of it? If it is, that seems to be a fairly
legitimate position that they are giving to you, an
opportunity they give to you.

Mr. Balenovic: Mr. Chairman, it is a fair question.
Unfortunately this is the first time | have been aware
of the fact that we have an option. | certainly know
that forest management licence holders do their own
reforestation. | was not aware of individual quota holders
having an option to do their own reforestation. | certainly
cannot comment on the feasibility of that without doing
a considerable amount of studies in our own company
and probably in conjunction with other companies
involved.

Mr. Angus: Mr. Chairman, ifl can just summarize what
| understand the delegation is saying, they feel that
there is a tax on top of tax in this particular case, that
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thisis an additional tax on top of what you are already
being required to pay. Could you give me some form
of an indication of how much tax you do pay in total?
You went over a number of areas of taxation. | do not
know if you can give me a dollar figure or a percentage
figure out of dollars. Is that possible?

Mr. Balenovic: | am afraid | am not understanding the
question, Mr. Chairman. Are you talking about income
tax? Are you talking about our total tax figure based
on income?

Mr. Angus: | will clarify that. The suggestion was made
during the presentation that you are already paying a
tremendous amount of tax.

Mr. Balenovic: Mr. Chairman, us being a company in
Manitoba we are paying a tremendous amount of tax.
That is a very correct assumption. All of my discussion
has been related to the stumpage dues and the forest
renewal charges. | have not made any comments related
to any of the other taxation that we are faced with.

Mr. Angus: Mr. Chairman, page 5 says, payroll tax.
Are you still paying the payroll tax? Has the Government
not rolled it back for companies your size?

Mr. Balenovic: Okay, | understand what you are saying.
Mr. Angus: A 15 percent export tax.

Mr. Balenovic: We are still paying the payroll tax, yes.
We are still paying the export tax. Is your question then,
the taxes that | have mentioned here, what is the total
of them? | suppose we could do a study and come
back to you with a percentage of total income on what
our total taxes are. | certainly do not have that figure
available.

Mr. Angus: Mr. Chairman, it is not unusual for people
to come forward and say the Government is intending
to tax us more than we think we should be taxed and
to try to make a case as to why you should not have
to pay that tax. But other than that overall umbrella
of, | do not want to pay, your case is a little weak or
shall | say at least very general in terms of the amount
of tax that you are paying in.

The Honourable Member from the third Opposition
put the question to you very bluntly. You are using up
a resource, and it has to be renewed in some way,
shape or form. Would you be more comfortable if this
particular Act specified that monies you were going to
pay on this tax went in specifically to renewing the
forest? Is that what you are arguing for, or are you
arguing that we do not even consider this Bill?

Mr. Balenovic: Mr. Chairman, my argument is quite
simple. We, as an industry, cannot afford an increase
in tax of this type at this time. If market conditions
were to change or improve then obviously we would
be able to absorb it. That may happen years from now,
itmay not. We, as an industry, cannot afford this charge.
It is as simple as that.

Mr. Angus: You made this type of a representation to
the Minister in September. Did you ask for, as the
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of the other provinces had considerably more clout,
or some of the other industries | should say within the
other provinces had considerably more clout in this
matter.

In regard to your second question, we would certainly
hope and we firmly believe that if a forest renewal charge
of this type was to take place that, yes, the export tax
would be removed.

Mr. Plohman: Thank you, Mr. Balenovic.
Mr. Chairman: Mr. Penner.

Hon. Jack Penner (Minister of Rural Development):
First of all | think the presentation that you made, Mr.
Balenovic, is an excellent one. | hear your concern. |
think we have all heard the concerns you expressed
as far as the fir industry is concerned. | have noted as
of late that there have been some closures of some
of the industries in the province. | am wondering whether
that is due to some of the reasons that have been given
to the media such as wood supply in some of the areas,
whether that has played a role in determining whether
an industry should survive or should not survive, or
whether you believe that there are adequate wood
supplies in the province currently to allow the industry
to operate as it is operating now or even expand it.

Mr. Balenovic: Mr. Chairman, | believe that | should
really only be speaking in our own situation or refer
to our own situation. There are many factors combined
that would result in a decision to close a mill down or
an operation down either temporarily or permanently.
| believe it is the combination of these factors. That
has certainly in our situation been the case.

I would suggest that in our northern mill in The Pas,
| mentioned that we are down for three months. Part
of our reasoning has been the market conditions, the
market prices, but also a part of that has been the
wood supply. We own a specific amount of quota. It is
important for us to continue operating our sawmill
because that is what we are in the business of doing.
We also must sell the tops of our trees and the smaller
diameter wood to the pulp mill in the area. Presently
we are committed to a contract that requires a certain
percentage of pulpwood to the mill as well as a certain
percentage of saw material because this mill is running
the sawmill as well, Repap | am referring to. Presently
we are having a bit of a tough time keeping these
percentages and consequently we are not able to
maintain an adequate supply of sawlogs to our mill.

In respect to your question, is the woodland supply
a factor? In that regard the answer is, yes.

Mr. Penner: Would it be fair to say that if the industry
and/or the provincial Governments had paid attention
to that when the industry first started and had initiated
renewal projects or programs at the time that the
industry was in its infancy that we might have avoided
some of the shortages that apparently are evident now
in some of the areas of the province? | qualify that with
some of the areas of the province. Could the industry
have been a partnership in your view in that area to
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encourage that, not only to encourage, but to enable,
allow, the renewal to have taken place in the past?

Mr. Balenovic: Mr. Chairman, | do not believe that is
a factor in any way. Again in our situation we own a
particular quota which gives us the right to harvest a
particular volume. Now that does not mean that there
is not merchantable timber in the area. All | am referring
to is that the quota we own is what is limiting to the
production in our sawmill. So it in no way refers to,
and again | am speaking to our area, a lack of timber
supply.

Mr. Chairman: | am just wondering, we have a second
presenter here this morning so maybe we should move
on to—Mr. Harapiak.

Mr. Harapiak: | just wanted to ask you, Mr. Balenovic,
that 15 percent export tax, is that fairly well equivalent
or the same amount of money to you as the $1.81
charge would be? Is that fairly similar?

Mr. Balenovic: Mr. Chairman, as a whole picture of
all of our lumber production probably yes, but we have
to keep in mind that it only affects the lumber that is
or would have been exported into the United States.

Mr. Chairman: Mr. Harapiak—Mr. Balenovic.

Mr. Balenovic: | am sorry, Mr. Chairman. | mentioned
to you that right now our exports to the States are 10
percent or less.

Mr. Harapiak: Ten percent or less.
Mr. Balenovic: Yes.

Mr. Harapiak: | thought that the lumber industry from
Manitoba was about 80 percent in the States. Is that
some corporations have a higher percentage of their
sales to the States or is that a matter of marketing?

Mr. Balenovic: Mr. Chairman, | am not speaking on
behalf of the industry in the province, | am speaking
on behalf of our own company which | am more familiar
with. Prior to the export tax we believe that 60 percent
of our lumber was exported to the United States. You
must keep in mind that the way we market our lumber
is that we sell all of our lumber to local brokers who
in turn sell the product. It is not necessarily an easy
number for us to come up with as far as what is exported
and what stays in Manitoba or Canada for that matter.
When we have done some studies prior to the export
tax we felt that a fair number is 60 percent. We feel
we have a better handle now on what is being exported
because there is so much less to keep track of. The
majority of our lumber tends to be going, especially
the wider lumber, to the eastern market, in the Ontario
market, southern Ontario.

Mr. Harapiak: You shared with us some information
here on one of your association member’s costs. Just
going from memory, is that fairly typical of costs in the
industry?

Mr. Balenovic: Mr. Chairman, without taking a lot of
the committee’s times | feel that | would have to study
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this. Originally we received this in September when we
did our initial presentation to the Minister. At that time
we had spent quite a bit of time looking at it and | am
afraid that between September and yesterday morning
at 11:30 it is not on the top of my mind right now.

Mr. Chairman: Thank you, Mr. Balenovic, for appearing
this morning with your presentation and brief, and
answering all of the questions. Thank you very much.

Mr. Balenovic: Thank you very much.

Mr. Chairman: We have a second presenter here this
morning, Mr. Lyle Spicer, from South East Quota
Holders. | believe the brief has been circulated or is
being circulated now. Mr. Spicer, you may proceed
whenever you are ready.

Mr. Lyle Spicer (The South East Quota Holders
Association): My brief is pretty well the same as lvan'’s,
actually. There is not much difference. Would you like
me to go through it?

We as members of the South East Quota Holders
have a great concern about a proposed amendment
to The Forest Act as proposed to the forest renewal
charge. We feel that such a charge has a very effect
on our membership.

It was first brought up in May 1989, when Dave
Rennard was quoted to have said that the charge was
suggested by the Central Forest Producers Association
a few years back: ‘“‘There will be parts of the forest
industry that will complain about the charge, but it was
the industry that first suggested it.”

* (1130)

However, in August of 1989, the Minister of Natural
Resources (Mr. Enns) states in letters to two companies
that the reason the forest renewal charge was put
forward was as a means of funding the increase to
costs associated with the Provincial Renewal Program.

Minutes of the Central Forest Producers Association
held on October 16, 1981, show that there was a
concern for reforestation charges then. It was suggested
that if there were any extra revenue received from dues,
then it should go into a fund for reforestation rather
than the general fund. There was suggestion that there
be a reforestation increase in stumpage dues. The price
suggested at that time was $1 per cord.

At the annual meeting of the Central Forest Producers
Association held September 11, 1989, the following
resolution was passed: It is resolved that the Central
Forest Producers Association acknowledges that
reference has been made by the Manitoba Department
of Natural Resources and the Minister of Mines and
Resources (Mr. Enns) to the October 1981 minutes of
the Central Forest Producers Association annual
meeting, stating that a new reforestation charge was
first suggested by the Central Forest Producers
Association at that meeting.

The Central Forest Producers Association currently
goes on record to state that the only reference that
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was made to a reforestation is as follows: If there were
any extra revenue received from dues, then it should
go into a fund—I somehow or other think we have a
double here.

The forest products industry in Manitoba is very
important. According to the ‘““Manitoba Forest Industry
- 1985,” Manitoba’s primary wood-using industry is a
significant contributor to the provincial economy.

In 1985, the industry comprised 176 firms. Total
employment impact was 8,391 person years, of which
2,848 were direct. The majority of employment was
created in rural areas of the province where job
opportunities are quite limited. The wood industry is
very important to the economic future in the rural
communities in Manitoba. The same year the total value
of shipments by Manitoba’s primary wood-using
industry was approximately $220 million; $153 million
worth of products was shipped to other provinces, the
U.S. and overseas.

The South East Quota Holders do not think that it
is in the best interests of the Government to introduce
this tax on an industry that would make it unprofitable.
This would lead to the producers’ inability to replace
old and inefficient equipment, which will be followed
by decrease in employment and have an effect on the
prosperity of the towns involved.

If there had been meetings with the quota holders
in relation to the particular forest renewal charge, we
feel that the Government would have had an idea of
the situation our wood industry is facing, and would
have taken that into consideration prior to attempting
to amend The Forest Act in this manner.

Forest management licence holders will be exempt
from the proposed forest renewal charge as, as they
already pay in excess of $4.60 per cubic metre. Their
stumpage dues, however, are in some cases 30 percent
(65 cents compared to $2.15 per cubic metre) of that
charged to other quota.

The impact of the forest renewal charge will raise
our stumpage dues 10 percent on pulpwood, fence
posts, lumber and fuel wood. The forest industry is not
like any other industry and cannot simply pass on an
increase to the consumer. The price of lumber today
is down considerably from the ‘70s. We seem to be in
a slump for the past 10 to 12 years, because the costs
continually rise, and the profits made get continually
smaller.

As quota holders, our volumes are preset, so we
cannot increase the amounts that we can cut. Therefore,
because of this our profit margins keep getting smaller.
If the price of our products were to go up, higher charges
could be accepted, but as things stand today that is
impossible.

The cost to independent operators of the forest
renewal charge will be small when compared to the
bigger companies, but the cost to them will be
tremendous and could lead some quota holders into
bankruptcy.

When compared to other provinces, Manitoba
operators produce less and have higher operating costs.



Tuesday, March 6, 1990

We suffer more from price shifts and the longer term
in markets and produce. We no longer have softwood
timber stands available as in prior years, and also face
low volumes per hectare cut and higher costs for
operating.

We recognize that reforestation is a helpful part to
our province and to our industry. As we understand it,
a portion of our stumpage dues already goes towards
reforestation.

Because of the increase of our dollar since last fall
the cost of goods has increased. The enormous amount
of lumber from Alberta and British Columbia has been
keeping the prices low. Fence posts can be purchased
for less money in Saskatchewan, than in Manitoba.

If anyone was operating a sawmill and using the
amount of three cords per thousand, with the cost of
machinery, wages, compensation, payroll tax, interest
on borrowing money and stumpage dues, the increased
charge for reforestation could make the operation of
a sawmill unprofitable at current market values.

We think that this submission describes the condition
of the southeast at present. You cannot compare the
financial operation of the paper and pulp companies
to the smaller holders. Most of them produce and
process their following allowable cut each year: Repap,
for instance, in Manitoba acquired many miles of
woodland with a large allowable cut of over two million
cubic metres of softwood and over three quarters of
a million cubic metres of hardwood. The overall
operation of Repap was between $40 to $50 million
for the first half of 1989. The cost of conversion of the
mill in The Pas will be over $300 million, of which it is
believed that $30 million will be preferred shares
acquired by the province. These figures show the
difference between the large and small independent
operators in Manitoba.

The membership feels that a reforestation renewal
charge at this time would put a tremendous strain on
the small independent quota holders and drive many
to the brink of disaster. We encourage the Government
not to implement the reforestation renewal charge at
this time.

We had further requested, at our meeting of
September 19, 1989, that the association be kept
abreast of any significant changes in forest management
and departmental policy; however, that was not done.
We were left in the lurch due to the short notice we
were given of this meeting today. We were only informed
yesterday afternoon. This does not leave us much time
to prepare a proper brief. Most of the independent
operators are not home during the day so this left only
last night to work out this submission.

Mr. Chairman: Thank you, Mr. Spicer. Are there any
questions? Mr. Plohman.

Mr. Plohman: Yes, Mr. Spicer, you mentioned in your
brief, on page 7, we no longer have the softwood timber
stands available as in prior years. | think that is the
whole reason for this Bill. | ask you, if the forest industry
has been taking much more than it has been giving in
terms of renewal of the forest, of the resource, and
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that is why you no longer have those softwood stands
you referred to in this brief?

Mr. Spicer: Yes, this is true. But there is also a lot of
wood left and a lot of old wood that should be cut
before reforestation. There is a lot of young stuff being
run over while being reforestationed, which is being
damaged and should not be.

Mr. Plohman: Could you just clarify that? You say there
is a lot that should be harvested, older material, before
reforestation. Are you saying that would prevent a good
reforestation program, if that was not taken out?
Secondly, what do you mean, there is a lot of young
stuff being run over?

Mr. Spicer: A lot of times if you cut out an area there
are some smaller bluffs that should be left of smaller
younger wood, instead of being clear cut.

Mr. Plohman: Well, you did not answer the first part
about the old, but | will leave that for you to answer
if you wish after the next question. Therefore, you are
disagreeing with the methods used by the province,
by the forestry branch, in terms of managing the forests
and the cutting of the forests.

Mr. Spicer: In some of them, yes. To your question
of the old forest, yes, there is a lot that should be cut,
but it has to be cut before you can reforest.

Mr. Plohman: Well, is it merchantable timber and who
would cut it and would it be viable to cut it?

Mr. Spicer: Yes, quite a bit of it would be viable to
cut.

Mr. Plohman: ! have a little bit of confusion on this.
It seems like a contradiction in terms of the operations.
On the one hand you are saying, you are clear cutting
so you are getting rid of a lot of younger stands that
you should not get rid of, because they already have
a start and could be mature much sooner. On the other
hand you are saying, there is a lot of old wood left
there that was not cut; was this before clear cutting
or were those areas never entered for harvesting.

* (1140)
Mr. Spicer: No, those areas were never entered.

Mr. Plohman: Okay, so you are talking about areas
that have never been harvested, that should be
harvested before renewal takes place. There are a lot
of areas that have already been harvested; those are
the ones | am talking about and | am sure, those are
the ones you are referring to. There no longer is the
softwood there and there has been no reforestation
there, even though it is ready for reforestation.

Mr. Spicer: Yes, a lot of it is ready for reforestation.
As | say, sometimes there is a lot of young stuff left
and if it was just left alone, it might grow just as good.

Mr. Plohman: Does it ever bother you that—first | will
ask you, Mr. Spicer, how many years have you been
in the business?
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employees. How many employees do you have in your
company?

Mr. Spicer: About 25.

Mr. Harapiak: Is that the average size of the make-
up of the South East Quota Holders Association?

Mr. Spicer: Pardon me, | did not get that question.

Mr. Harapiak: Is that the average size of the operators
in that part of the province?

Mr. Spicer. Pretty well, yes.

Mr. Harapiak: We received some costs from Feilberg
Enterprises, which shows there is only a margin of about
$2.80 per thousand when you are dealing with poplar.
Is that your margin of profit in your operation; it is that
small as well?

Mr. Spicer: We are not in the sawmill business. We
sell our saw logs round and we sell our pulp to the
mills so we are not really into the sawmill business,
but it is quite accurate.

Mr. Harapiak: Do you feel then, if there was a cost of
this amount of $1.81 put on, that you could not absorb
it then?
Mr. Spicer: | do not think so.

Mr. Harapiak: In dealing with your reforestation you
say you should let nature carry on most of the
replanting; you said that some of the stands have been
quite healthy after 25 years. But is there a need to be
changing your harvesting to maybe smaller equipment,
or some different operation in order to—so you will
not be running over the small trees as you mentioned
earlier?

Mr. Spicerr No, sometimes it is very hard to predict,
sometimes running over them seems to cultivate them
more, and they produce more. Seems as they are stirred
up, they seem to generate a lot faster.

Mr. Harapiak: Mr. Spicer, have you made any
presentations to the task force or the committee that
is going around dealing with forest management? Do
you feel there is a responsibility on your part as an
operator, that you should be having some input to the
Department of Natural Resources on how future forest
operations should be conducted?

Mr. Spicer: Yes, we do.

Mr. Harapiak: Have you made a presentation and, if
not, will you be making a presentation?

* (1150)
Mr. Spicer: Yes, we have made a presentation.

Mr. Harapiak: Were you satisfied with the amount of
opportunities you had to make presentations there?
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Were you satisfied with the way the set-up of the
committee was performed?

Mr. Spicer: Yes.
Mr. Chairman: Thank you. The Honourable Minister.

Mr. Enns: Mr. Chairman, | just simply want to thank
members that are appearing before us this morning,
representing the industry. | and my department are
very much aware and concerned about some of the
issues they raise. Members will recognize Mr. Dave
Rannard, our Chief Forester is with us this morning.

| want to indicate to both the presenters present,
who are, | know, speaking for a considerable number
of others who could not be here—I reiterate, not really
an apology, but regrets that notices—such that at this
stage of the sitting of the Legislature it is very difficult
for us to be able to tell three or four days, five days
ahead when precisely a Bill will appear before
committee. | simply want to make it very clear, it was
not in any attempt to make it more difficult for you to
appear.

| do have and | appreciate the acknowledgment,
particularly on the part of the first presenter, that when
this matter was first broached, we had a fairly good
session in my office with a considerably larger number
of the producers present, and | would want to just leave
on the record that it would certainly be our intention
to keep on discussing these issues with the
representatives of the lumber industry in the province.
Thank you, Mr. Chairman.

Mr. Plchman: Yes, | just wanted to clarify, Mr. Spicer,
you represent The South East Quota Holders and you
said there are—how many in the membership in terms
of operators?

Mr. Spicer: South East Quota Holders’ membership,
there is roughly about 46.

Mr. Plohman: Forty-six operators, out of what :
understand is to be 188 in the province—that is a big
number. Did | hear you correctly say you represent then
about 300 employees?

Mr. Spicer: No, | did not say | represented—I am
representing The South East Quota Holders.

Mr. Plohman: Yes, | am sorry. | did not mean that you
were here representing 300 employees, but you are
representing firms that employ 300 people.

Mr. Spicer: That is right.

Mr. Plohman: Okay. That means, though, that if you
have 25, and there are a few in that neighbourhood,
thatthereare a lot of them who are really single person
operators that you are dealing with here.

Mr. Spicer: That is true.
Mr. Plohman: Would you say then that the majority

have a cubic metre volume range of between one and
1,000 with their volume?
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Mr. Spicer: It would be around there, it is hard to say
exactly.

Mr. Plohman: Yes, would you mind telling me whether
you are between 1,000 and 4,000 in terms of cubic
metre volume, or are you above 4,000?

Mr. Spicer: About 4,000.

Mr. Plohman: So you are right on the mark. Thank
you.

Mr. Chairman: Thank you, Mr. Spicer, for appearing
this morning and making your presentations before this
committee. Since all presentations have been heard
regarding Bill 9, we will proceed. The Bills will be
considered clause by clause and during the
consideration of a Bill the title and the preamble are
postponed until other clauses have been considered
in their proper order by the committee.

Let us start with Clause 1. Shall Clause 1 pass? Mr.
Angus.

Mr. Angus: | wonder if the Minister, in light of his
comments about being pleased to hear from these
people and taking—I wonder, Mr. Chairman, if the
Minister, taking in his comments about being pleased
to hear from the industry and the serious concerns that
he takes with the industry, could explain to the
committee why he did not meet with them between
September and now to sit down and discuss some of
the implications of the Bill to their industry.

Mr. Enns: Mr. Chairman, the question of introducing
a forest renewal charge is not news to the industry.
The question has been raised on previous occasions
by previous administrations. Indeed the book that has
been referred to, which finally resulted in a more serious
proposal which was distributed in June of last year,
sets out some of these discussions with industry
spokespersons that have occurred since’86,’87, and’88.
A former Minister of the department can attest to that.

| suspect, Mr. Chairman, that at no time, much like
as any Minister of Finance | suppose is experiencing,
is an increased charge for whatever reason welcomed
by the industry. | accept that. It is a charge they have
to—particularly if they feel their industry is otherwise
facing some difficult times and the industry is facing
some difficult times.

Overall lumber prices have gonedown, not up relative
to the years past. The imposition of the 15 percent
surtax or export tax, while not of major impact on our
industry, as one of the spokespersons indicated,
because their exports are relatively small, in that
particular company’s terms not of that great
importance, but any taxes are not welcomed under
these circumstances.

My answer to Mr. Angus is simply that | believe that
when | first became Minister of this department back
in May and was reviewing the legislative proposal that
is being considered for the department this year, having
a meeting with a fairly significant group of the affected
producers—and it was not just a short meeting, it was
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a good two-hour meeting in my office, was in fact a
consultation that | believe the industry deserved. They
indicated to me very forcibly at that meeting that they
were concerned about the industry’s capacity to accept
any additional charges. | have listened to them then;
I am listening to them now.

For that reason, and also for what are accepted
drafting reasons, there is no specific charge in the
legislation; that is the norm. The practice is left to
regulation, and for good reason so, so that it can indeed
reflect the health of the industry from time to time. But
more importantly in this instance, because | made a
commitment to them then, in September, and | make
it to Members of the committee and to industry
spokespersons who are here, that | am more than
prepared and do in fact publicly commit the Government
and myself as Minister to carry on very serious
consultations with them prior to any imposition of a
forest renewal charge.

The nature and the scale of the forest renewal charge
are very much open for discussion. There are some
interesting aspects to it. For instance, | am advised
that the imposition of the forest renewal charge would
affect the 15 percent export tax by about 6 percent
or 7 percent.

If that were the case, then that brings that portion
of tax that Manitobans still pay into what they call the
negligible factor and would considerably strengthen
Manitoba’s position to appeal to the federal
Government to do away with the tax completely, as
some of the other jurisdictions have. They simply were
a negligible factor in the exports of softwoods to the
United States.

We have made representation to the federal
Government on this question, but in fact our position
would be strengthened if this ace or a forest renewal
charge, which in effect is a cost to the producer here
in Manitoba, would be considered by United States
authorities. It should be remembered that the sole
reason for the 15 percent export tax is because our
American friends believed that our companies and our
individual operators in the woods were not paying
sufficient stumpage fees, royalty fees, forest renewal
charges, whatever, which made timber unfair. That is
the rationale for the tax.

*

(1200)

The question that Canada had to face at that time,
do we allow the Americans to collect the 15 percent,
which they were in the process of doing so, or do we
impose it ourselves and at least retain the monies
ourselves? It should be mentioned that the federal
Government does return the export tax to Manitoba,
to the provinces of origin. In the case of Manitoba, this
represents to $1.2 million to $1.5 million per annum.
Thank you, Mr. Chairman.

Mr. Angus: Mr. Chairperson, a short question, hopefully
a short answer. How much expected estimated revenue
do you anticipate generating with this tax?

Mr. Enns: It is anticipated—and again the Member
will appreciate that production can vary considerably
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in a given year—that it will be in the range of between
$2 million and $3 million.

Mr. Angus: Mr. Chairperson, am | correct in assuming
that the money, that is the $1.2 million to $1.5 million
of the 15 percent export tax that comes back, is applied
right into reforestation, or is applied into general
revenues?

Mr. Enns: No, Mr. Chairman. Perhaps this is an
opportunity that | can respond to questions that were
asked by the Honourable Member for Dauphin (Mr.
Plohman).

Mr. Angus: Mr. Chairman, may I—

Mr. Enns: Pardon me. | will answer the question. No.
It is returned directly to the Consolidated Revenue Fund
ofthe province, none of it coming back for any forestry
purposes.

Mr. Angus: Mr. Chairperson, does the fact that the
Repap organization intends to harvest the trees and
then produce it into a bulk substance and ship it to
the United States, are they subject to the same 15
percent export tax for reforestation?

Mr. Enns: Mr. Chairman, no, this applies to softwood
lumbers only.

Mr. Angus: So it would not apply to them under any
circumstances.

Mr. Enns: That is correct.
Mr. Angus: Okay. Thank you, Mr. Chairman.

Mr. Plohman: Perhaps the Minister could comment
on the amount of the stumpage fee that is a forest
renewal charge, as has been alleged by some of the
presenters, at least one here today.

Mr. Enns: | can appreciate that to a forest user, to a
quota holder, any charge in his or her first mind can
be attributed to a number of areas, but specifically
there is no portion of the stumpage charges that are
credited to forestry renewal. No better definition can
be provided than in this book.

The stumpage fees are the price which Manitoba
timber harvesters pay to the provincial Crown for the
purchase of the timber, if we are dealing in other areas
it is often referred to as royalty, if it is talking about
oil or mineral. As a cattle producer | purchase property
in the form of grass on Crown land for my cows and
pay the Crown a lease fee for that transfer of property.
The stumpage fee is the private user paying the people
of Manitoba for the right to use that timber. There is
no portion of the stumpage fee that is specifically set
aside or currently used for reforestation purposes.

Mr. Plohman: Currently the Government gets revenue
then from the stumpage fee, and that amounts to about
how much per year, Mr. Minister? Do you have those
figures?
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Mr. Enns: | am advised that
neighbourhood of $1.5 million.

it runs in the

Mr. Plohman: That was what created some curiosity
on my part. It is $2.15 per cubic meter or is that per
tree? | believe it is per cubic meter.

Mr. Enns: My officials advise me that there are different
rates applicable but those rates are applicable in the
mountain and the southeast sections.

Mr. Plohman: Mr. Chairman, $2.15 per cubic meter
raises $1.5 million, how is it that the Minister indicated
that $1.81 per cubic meter could raise $2 to $3 million?

Mr. Enns: That is a good question. Itis not that simple
a question in a sense that the stumpage fees do vary
significantly. | want to be careful as how | use these
figures. The stumpage fees for instance for our two
major users, which account for a great deal of it, in
themselves are considerably lower because they have
attached to their forestry charges forestry overall
royalties, very specific charges for fire suppression, for
forestry renewal, making their total forestry charge if
you like more than what the independent or smaller
user uses.

On the other hand because the stumpage that is
applicable to the group that was represented here is
the only charge that applies to their use of timber
resources, they are paying the highest stumpage fee
of $2.15. For instance, the stumpage fee that Repap
pays 65 cents which would seem grossly unfair when
compared to the $2.15 that these gentlemen are paying,
but if you add the $4.63 forestry renewal charge that
Repap is asked to pay plus another charge of 17 cents,
a specific fire protection charge, then of course they
are the major payers of the—if they are paying the
export charge, then their total charge becomes
reasonably exceptable. Their total charge for instance
runs around $10.65 as compared to $7.46 to $9.16 for
these gentlemen which would be inclusive of the $1.81
charge.

Mr. Plohman: Well, it gets rather confusing as you said
before you started to explain it, but the fact is that the
$2 to $3 million revenue that you referenced earlier on
then would not come from the $1.81, it wouid come
from some of those other charges that companies
involved in forest management agreements are paying.

Mr. Enns: Yes, Mr. Chairman, that appears to be the
case.

Mr. Plchman: That satisfies me then that what we are
dealing with is something close to the figure that | talked
about earlier, about $800,000 here with this $1.81
charge. It was $777,000 based on $1.71 according to
my figures so | rounded it to $800,000 on $1.81. Would
the Minister confirm, what we are really talking about
here on that basis is about $800,000, ess than $1
million?

Mr. Enns: Mr. Chairman, again | have to be cautious
about confirming figures on record as being binding.
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| believe the Honourable Member is reasonably correct.
These figures vary depending on the harvest in a given
year, but certainly that initial figure was all inclusive
and the Honourable Member is correct in deducing
that the amount would be in the $700,000, $800,000
range.

Mr. Plohman: The estimates are based on $1.81, yet
the Minister has stated clearly that he has not
determined what the charge should be as a matter of
Government policy for implementation purposes. Does
the Minister have any inclination to perhaps start at a
lower level and then phase it in over a number of years?
Is he considering doing that?

* (1210)

Mr. Enns: Mr. Chairman, | welcome the opportunity
to make it again abundantly clear, both myself and
indeed the Government would want to move with
extreme care and caution. We are concerned about
the overall economic situation in the province. We are
concerned about the pending impact of further taxation
imposed upon the province by the federal Government,
the GST.

We recognize that the forest industry in particular in
some parts of the province, notably in the southeast
part of the province, regrettably where we have not
perhaps in the past applied as diligently as we could
forest management practices, or indeed sought the co-
operation on the part of industry to help ensure that
the resource was harvested in a sustainable manner.
We are attempting to address that overall question,
and that really is the purpose and the principle of this
Bill.

| really doubt whether there is too much opposition
toit,evenfrom within the industry, that surely our forests
have to be harvested in a way that will stand up to the
test and the question of sustainability, so that they are
there for future generations, and future independent
quota holders can appear before committees like this
and still offer advice to future Ministers of forestry as
to how better to manage their forest. But first and
foremost, we have to ensure that the forests are there
to be managed and are there to reap some economic
benefit from those who are engaged in that activity.

| want to make it very, very clear to Members of the
committee that | have not imposed, and | am not under
any imposition to meet any deadline towards imposing
a fee, nor have | satisfied myself that the fee itself—
The $1.81 has been used, members of the industry are
aware of it. The Member for Dauphin (Mr. Plohman) is
aware of it, because it comes from the same kind of
material that was presented to him when he was
Minister. At that time the figure was, as he has
acknowledged, $1.71. Well, times have changed and
heis correct, there has been an inflationary factor that
is factored into that.

If | can be convinced, and | suspect the industry will
do their best to convince me, that at this particular
time that will impose a hardship that could seriously
threaten the viability of an industry, and | think we have
to acknowledge that there is a difference between
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accepting an increased cost. | am not naive enough
to think that any operator will at any time embrace it,
but | will want to examine very carefully as to the impact
of any proposed charges on the industry and | commit
myself and my Government to doing that.

Mr. Plohman: Well, just a few more questions before
we can go on with this, Mr. Chairman. ! gather, from
what the Minister said, that the Minister is not proposing
the revenue from this charge to be included in the
Estimates of Revenue for this next fiscal year that he
is putting forward to Treasury Board and the Minister
of Finance (Mr. Manness). Because he said that he is
under no deadlines. | just wanted to make that
absolutely clear.

Mr. Enns: Mr. Chairman, | have not. We have had no
clear indication as to whether or not, as a minority
Government, we would be successful in passing this
Bill so that in making the kind of projections that—

%y Chairman: | am interrupting proceedings at this
time. We have to change a tape back here. It will just
take us two minutes. So we wili take a two-minute
recess.

RECESS

Mr. Chairman: Call the committee back into Session,
the Honourable Minister to complete his remarks.

*

(1220)
Mr. Plohman: Maybe to start over again.

Mr. Enns: Could | ask Hansard staff to replay the tape
that tells me what remarks | was making?

Mr. Plohman: Mr. Chairman, | do notthink the Minister
is certain whether all of his remarks are on the record
or not, and he might want to restart them and reclarify
them for the record. The question was—

Mr. Enns: Mr. Chairman, let me interrupt here. There
are many remarks on record | would dearly love to
expunge, but unfortunately they are there for all time,
and | can do little about it.

Mr. Plchman: My question, in view of the fact the
Minister said he is under no imposition and has no
timed deadlines or any deadlines to meet in imposing
or arriving at a figure for the revenue to generated, |
asked the Minister whether in fact he can clarify whether
his department and himself have put forward this item
as arevenue item for the next fiscal year in the Treasury
Board submissions that they have made?

Mr. Enns: Mr. Chairman, | need not remind Honourable
Members of the committee that they have yet to approve
my revenues of the last year. That is still to be finally
concluded when we complete this Session. To be very
straight forward to the Honourable Member for Dauphin
(Mr. Plohman), no, we have not included any revenue
projections for this amendment to The Forestry Act in
the revenue projections for the branch that we are
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currently putting before Treasury Board in the normal
process of arriving at the year’90-91 expenditures.

Mr. Chairman, allow me to make this very clear, and
| believe that all Members of the Legislature, certainly
the Liberal Critic, the Honourable Gwen Charles, the
Member for Selkirk, and spokespersons, yourself
included, Mr. Plohman (Dauphin) and Mr. Harapiak (The
Pas), that we are in the 1990s, surely recognizing the
fact that the reforestation of this most important
resource of Manitoba is credible. We have, Members
of the committee, a fairly serious debate going on in
this province, as indeed around the world, as to whether
forestry resources ought to be harvested at all. | do
not hold that view, but certainly proponents of some
of our major operators such as Repap will face that
question very squarely in the coming hearings with
respect to environmental licensing of their projected
plans. There is a body of opinion not only in Manitoba
but indeed in other jurisdictions that takes to task
Governments of the Day for allowing this kind of forest
activity.

| do not believe that view is shared by Members of
this committee. What we all agree to is a judicious,
caring and responsible use of our forestry resources
so they can be and continue to be of the importance
they are economically to us, recreationally to us, and
in terms of the general environment.

That is what we are doing. We are embracing the
principle that a forestry renewal charge be adopted as
a principle by those who use the forests.

Mr. Plohman: Mr. Chairman, certainly | was just asking
whether the Minister was projecting any specific revenue
for this year. We are not disagreeing with the principle
here. | have indicated that on the record and we have
considered this actively. The major concern we have
is to ensure that while we are doing this, we are not
losing a lot of jobs and economic activity, although we
realize that the forests have to be put as a primary
concern, and | accept that.

Will the Minister then indicate whether he intends to
put forward a figure of, whether it is $800,000, based
on $1.81, or perhaps half of that, $400,000 or something
like that, toward a special fund for forest renewal, or
will this simply go into general revenues, or does the
Minister intend to use this to lever additional dollars,
for example, from the federal Government to put
towards a federal-provincial agreement on forest
renewal in this province so that it is visible where these
dollars are going.

Mr. Enns: Mr. Chairman, if | attempt to in an ad hoc
way respond to some of these questions, | would negate
what | have been trying to say. That is, that the intention
is certainly on the part of myself, and | will invite the
members of the industry, to consult in a most serious
way prior to any actions taken as a result of the passage
of this Bill.

What | am asking the committee to do is to accept
the principle of a forestry renewal charge. How that
will be set up and at what level it will be set up, whether
or not we consider a phasing-in process or indeed
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whether or not we look seriously at what | suspect may
well be an industry position that ties that to some extend
to the economic health of the industry—that is maybe
setting it at a fairly lower charge but allowing it to rise
if their economic conditions improve, but | am
speculating at this point in time. | am merely indicating
that what is being asked for here is the acceptance of
the principle.

Mr. Plohman: Mr. Chairman, we would like to have
this Bill move forward today, but | want to ask the
Minister if he is asking us to accept the principle of a
charge, whether he has accepted the principle of a
separate fund established for forest renewal or whether
in fact—because that is not something he necessarily
has to consult on—there would be input and interest
in that area. It is not the amount of the fund; it is the
principle of it that | am asking the Minister—for forest
renewal.

Mr. Enns: The Honourable Member who asked that
question is a former Member of the Treasury Benches.
He is aware that while we as individual Ministers often
see the virtue in doing precisely that, the Minister of
Finance of any Government tends to take a different
attitude. They prefer to see it all coming into the
consolidated revenue so that Governments can then
make their policy decisions based on the overall
revenues accruing to the province.

I must say, and | put this on the record, that while
| recognize that principle | believe that there are
instances, and this is one of those instances, where
the persons or the people involved on whom the charges
are being laid against, while maybe still not liking it,
will be more inclined to co-operate in accepting them
as being necessary, if at the same time, they had the
knowledge that they were in fact dedicated funds in
the manner and way in which the Member suggests.
That is, dedicated specifically and solely to forest
renewal.

| give the Member this further thought that as the
current Minister responsible for forestry matters, | would
be more than prepared to take that issue forward with
my colleagues.

Mr. Chairman: | would just mention we are approaching
our normal adjournment time and we have a number
of clauses to pass and perhaps an amendment. What
is the will of the committee?

Mr. Plohman: Well, we have not reached that point.
If there is an inclination to go past 12:30 we wouid be
willing to do that. If the committee desires to rise at
the normal time that is acceptabie to us as weli, but
| do have another couple of short questions, Mr.
Chairman.- (interjection)- Well, it is not quite 12:30 yet
so—

Mr. Angus: | am also anxious to deal with this Bil! but
there are a number of questions that come out, and
| do not want to deal with it in a hasty fashion. | would
suggest that we allow Mr. Plohman to ask his remaining
questions and then rise and ask the House Leaders to
schedule, as immediately as they can, a subsequent
meeting.
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Mr. Enns: The point has been made several times, but
the members of the public who are making
presentations on this Bill and who have an interest in
this Bill now see the kind of dilemma that we are in.
We will try to inform them through the Clerk’s Office
as best we can when next this committee meets, but
| want to indicate that could be tomorrow or it could
be—

Mr. Plohman: We are on clause by clause and as much
as they are interested in the proceedings they do not
have to be here to make—public presentations have
been completed so we are now into clause by clause,
| understand. Is that not correct, Mr. Chairman?

Mr. Chairman: We have started clause by clause.

Mr. Plohman: Mr. Chairman, | just wanted to ask the
Minister before we adjourn, just to clarify his position
on the export tax, the 15 percent. | found it rather
confusing when he was talking about it earlier. He
indicated of course that revenue comes back to the
province, but has he taken the position on behalf of
the industry in this province that if that export tax was

183

removed in other provinces that it should also be
removed in this province? Has he made that
presentation to the federal Minister in light of his
intention to bring in a renewal charge, which could be
viewed as a replacement for that, and indeed that
money being used for reforestation?

Mr. Enns: Mr. Chairman, | have not had an opportunity
to bring that forward specifically to the federal
authorities. | am aware of course that the industry has
approached them. | have been advised, as | gave the
committee the information justamomentago, that any
additional charges strengthen our position toward
having that export tax removed. it was indicated to me
that the imposition of the proposed charge of $1.81
would have the effect of reducing that tax to about 6
or 7 percent, and then get to the range where it could
be viewed as negligible and a stronger case for repeal
could be made.

Mr. Chairman: The hour being 12:30, committee rise.

COMMITTEE ROSE AT: 12:30 p.m.





