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U.S.–Canada Trade Dispute Timeline
1982 to Present
The debate over imports of Canadian lumber is by no
means strictly a modern-day issue. Efforts to shield domestic markets from imports were widespread early in
this century. During the Great Depression of the 1930s,
duties were imposed on a variety of products. Canadian
lumber, which had been duty-free since 1913, was assessed
a duty of $1 per thousand board feet in 1930. By 1935, this
duty had increased to $4 per thousand. However, a round
of trade negotiations resulted in a reduction of the duty
soon after that year.
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In 1937, producers in the Pacific Northwest sought protection through a petition that claimed their Canadian competitors had unfair advantages in timber costs, wage rates,
and taxes. However, the petition got nowhere.
In 1962, a duty of up to $1 per thousand board feet on
Canadian lumber entering the U.S. was already in place.
However, Canada’s growing share of the U.S. market
(Canada had 12% then, vs. more than 30% now) had U.S.
producers unhappy. Western producers, uniting under
the banner of the “Lumbermen’s Economic Survival
Committee,” prompted congressional hearings and a
White House task force to look at the issues.
The lumbermen also petitioned the U.S. Tariff Commission. However, the effort failed when the Tariff Commission decided in 1963 not to impose quotas or restrictions
on Canada.
The most recent conflict began in the early 1980s, and has
continued, more or less unabated, ever since. Following is
a year-by-year synopsis of the controversy in the modern
era. Most of the information was taken from articles appearing in Random Lengths, with supplemental information from both U.S. and Canadian sources.

See our website for current updates
Go to www.randomlengths.com, then click on
“In Depth”, then “U.S.-Canada Trade Dispute”

(The following is an article published in the
May 5, 2017 issue of Random Lengths.)

Answers to frequently
asked questions in
the trade dispute
The preliminary countervailing duty on Canadian softwood lumber shipments to the U.S. has only been in place
for a week, and questions about its implementation are
multiplying. Random Lengths has consulted with sources
on both sides of the border to provide as many answers as
possible. Here are the most common queries:
Q. When are Canadian shippers required to begin
paying cash deposits on softwood lumber shipments
to the U.S.? A: As of April 28, all companies must pay
cash deposits to cover the preliminary countervailing
duty. According to the ruling from the U.S. Department
of Commerce, Canfor, West Fraser, Tolko, and Resolute
are not required to pay retroactive duties. Cash deposits
for those companies began on shipments that crossed the
border on April 28 or later.
All other Canadian shippers must pay the preliminary
CVD rate of 19.88% on shipments beginning January 28,
or 90 days prior to the CVD order publishing in the Federal Register. J.D. Irving was assessed a retroactive duty of
3.02%.
Q: How long do preliminary duties apply? A: Under
World Trade Organization regulations, preliminary CVD
cash deposits are collected for four months after the ruling is published, and preliminary AD cash deposits are
collected for six months. So in this case, preliminary
CVD deposits would be collected until late August. The
final CVD determination is currently scheduled for September 6, but could be delayed until early November. If
the case is extended, that would delay the final injury ruling from the U.S. International Trade Commission until
www.randomlengths.com
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late December. Under that scenario, there would be a gap
from late August until the end of the year when no CVD
cash deposits would be collected.
However, if an affirmative anti-dumping duty determination is ruled on June 23, cash deposits on that duty will be
collected for a maximum of six months following its publication in the Federal Register. Therefore, if a preliminary
AD duty goes in effect in early July, it could be collected
until early January 2018.
Q: Who collects the duties on Canadian lumber shipments to the U.S.? A: The U.S. government collects duties, and once the entire process of the investigations and
appeals are completed, duties are disbursed into the U.S.
Treasury.
Q: Who is required to pay duties that are covered under
the CVD, AD investigations? A: Officially, the “importer
of record” is the entity required to pay the duty. Despite
the connotation of the name, the “importer of record” is
usually the Canadian shipper. If both parties in a transaction agree, the buyer in the U.S. could be designated the
“importer of record,” but that is rarely the case.
Q: Are all Canadian provinces covered in the CVD
investigation? A: Currently, yes. Even though the Maritimes were not included in previous CVD cases or the
recently-expired Softwood Lumber Agreement, Commerce did not exclude any provinces in its preliminary
CVD determination. Whether provinces such as Nova
Scotia, Prince Edward Island, Newfoundland, and Labrador will be excluded is expected to be addressed in the
final CVD determination. Commerce has aligned the
CVD and AD cases, and a final determination in both is
currently scheduled for September 6. However, that date
could be extended to early November.
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Q: If final CVD and/or AD duties are imposed on Canadian lumber shipments to the U.S., what appeals
or challenges can be filed? A: There are two kinds of
appeals. One can be filed by Canada or by any private
party that participated in the proceeding, claiming that
Commerce, in its final AD/CVD determinations, or the
International Trade Commission, which rules on injury,
acted inconsistently with U.S. law. Normally these cases
are heard in the U.S. Court of International Trade, which
is a specialized federal district court in New York. Further appeals could be made to the Court of Appeals for
the Federal Circuit in Washington, D.C., or rarely to the
Supreme Court.
Because the case involves Canada, NAFTA provides that
— at the request of any party — all of these cases are decided by special binational panels formed under NAFTA
with Canadian and U.S. members.
Another possible type of challenge can be made only by
the Government of Canada. It could initiate a dispute in
the World Trade Organization in Geneva, Switzerland, alleging that the U.S. breached some obligation in the WTO
agreements governing AD and CVD cases.
Q: Is negotiating a new Softwood Lumber Agreement
still possible? A: Yes. Whether the duty investigations are
still ongoing or final duties have been assessed, the two
countries can still negotiate a settlement if both see it is
in their best interest. The last SLA was signed in 2006, five
years after CVD/AD duties were assessed on Canadian
lumber shipments to the U.S.
Q: What specific lumber items are included in the duty
investigations? A: For a full list of items included in the
scope of the investigations, check with the CVD preliminary determination published by Commerce. A link
is posted on our website at www.randomlengths.com.
Click on In Depth, then U.S.-Canada trade dispute. View
the 12-page report in PDF file format. A full list of items
covered is included in Appendix I. Also, this article is
available on our website at the above address. Click on In
Depth, then U.S.-Canada trade dispute.

1982
JANUARY 1982 — In response to a directive from Congress, the International Trade Commission (ITC) begins a
“fact-finding” investigation of competitive factors affecting U.S. and Canadian lumber producers. The investigation is a result of claims by U.S. producers that the Canadian government is subsidizing its industry through the
non-competitive allocation of timber.
MARCH 1982 — The ITC holds hearings in Portland,
Ore., during which U.S. producers charge that Canadian
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producers are subsidized by low stumpage and transportation costs.
APRIL 1982 — The ITC finds that Canadian lumber
producers have gained market share in the U.S., principally because their timber costs are less than those of U.S.
mills. However, the ITC’s report makes no recommendations, and does not constitute a finding of injury. Sen. Bob
Packwood (R-Ore.) suggests that the U.S. industry take
legal action to offset advantages held by Canadian mills.
U.S. groups respond cautiously to the ITC report, but at
least one, the Northwest Independent Forest Manufacturers, says it will probably seek to have a duty imposed on
Canadian shipments to the U.S.
JULY 1982 — A coalition of U.S. producers from the
West, South, and Northeast is formed. The group, the
Coalition for Fair Canadian Lumber Imports (now the
Coalition for Fair Lumber Imports), announces plans to
seek countervailing duties (CVD) on lumber entering the
U.S. from Canada. It says it will file a petition with the
Department of Commerce within 30-45 days.
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1983
MARCH 1983 — The ITA issues a preliminary ruling
that Canada does not significantly subsidize its industry.
However, the investigation continues, with a final ruling
scheduled for May. Meanwhile, the CFCLI appeals the
ITA decision to the Court of International Trade, a federal court that has the power to overturn the preliminary
ITA decision.
APRIL 1983 — The ITA files a motion with the Court
of International Trade to have the Coalition’s appeal
dismissed. The Coalition announces it will “not likely”
appeal the ITA’s final decision, due in May. However, the
group says it may seek congressional action.
MAY 1983 — The ITA’s final decision confirms its preliminary ruling that Canada’s exports to the U.S. aren’t
unfairly subsidized, and that Canadian lumber can continue to enter the U.S. duty free.

AUGUST 1982 — The CFCLI begins to gather data from
U.S. mills to support its petition.

1984

OCTOBER 1982 — The CFCLI files its petition. Two
government agencies, the International Trade Commission and the International Trade Administration (ITA),
an arm of the Department of Commerce, begin investigations. The ITA’s probe is to determine if a subsidy exists,
while the ITC is charged with determining if the U.S.
industry has been injured.

JUNE 1984 — U.S. trade representatives meet with their
Canadian counterparts and suggest the formation of a
“joint working group” to examine forest products trade
between the two countries. Meanwhile, the Southeastern
Lumber Manufacturers Association (SLMA) revives the
issue of countervailing duties, this time in Congress. The
SLMA works with southern congressmen to have legislation introduced that will change tariff regulations. However, a SLMA spokesman acknowledges that such action
is unlikely this year.

NOVEMBER 1982 — The ITC rules that there is a “reasonable indication” that the U.S. is being injured by Canadian imports. The ITA continues its investigation on the
subsidy question.
DECEMBER 1982 — The ITA rules that the countervailing duty case is a complex one. This gives U.S. officials until March 7 to rule on charges that Canadian companies
are unfairly subsidized.
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DECEMBER 1984 — The House Interior subcommittee
holds hearings on the subject of Canadian lumber exports
to the U.S. Saying that such imports have a “devastating
impact” on the U.S. industry, Rep. Jim Weaver (D-Ore.)
vows to introduce legislation limiting imports when Congress reconvenes in January.

1985
FEBRUARY 1985 — Legislation that would limit imports
of Canadian lumber and other wood products is introduced in the House.
MARCH 1985 — U.S. and Canadian trade officials
meet in Ottawa to discuss the export issue. While a U.S.
industry spokesman notes that the U.S. “passed a clear
message” about the concerns of U.S. lumbermen, there is
no apparent progress toward resolution of the situation.
Industry observers are cautious about this and other talks
scheduled for late March or April. They cite President
Reagan’s hostility to anything restricting free trade, and
U.S. reluctance to offend Prime Minister Brian Mulroney’s new government.
Later in the month, the ITC says it will study, at Reagan’s
request, the impact of Canadian exports. A new bill is
introduced in the House that would allow trade talks to
continue for one year. After that, if agreement on voluntary restraints has not been reached, the bill would
require Reagan to impose or increase tariffs on Canadian
exports to the U.S. Meanwhile, a House committee approves a bill that would limit Canadian imports to an
historical average over a 15-year period.
APRIL 1985 — Saying that “free and unfettered movement of forest products best serves the public at large,”
the board of directors of the North American Wholesale
Lumber Association declines to support legislative efforts
to limit imports. A second round of trade talks between
the two countries is held; little progress is reported.
JUNE 1985 — Two trade associations representing purchasers, retailers, and users of lumber go on record as
opposing legislation that would impose countervailing
duties on lumber from Canada. The National Lumber and
Building Material Dealers Association (NLBMDA) and
the Manufactured Housing Institute say that a bill introduced by Sam Gibbons (D-Fla.) is a “threat to affordable
housing and American jobs.” The Reagan administration
also voices opposition to the bill, which also deals with
other resources such as oil and gas.
JULY 1985 — Saying that duties on Canadian lumber
would result in higher prices to U.S. consumers, Canadian interests urge various U.S. consumer groups and businesses to lobby against bills currently under consideration
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by Congress. British Columbia Premier Bill Bennett goes
to Washington in an effort to dispel the notion that Canadian stumpage practices amount to a subsidy.
The ITC hears testimony July 23 on the impact of Canadian exports to the U.S. The Coalition for Fair Lumber
Imports speaks in favor of limits, while the NLBMDA
and Canadian representatives speak against them.
AUGUST 1985 — Rep. Gibbons leads a delegation to
Vancouver, B.C., to meet with Canadian officials. One
observer notes that the two sides emerge from the meeting with their respective positions solidified.
SEPTEMBER 1985 — Congress resumes deliberations
on five bills dealing with the Canadian import situation.
Most observers feel Gibbons’ bill, which would impose
countervailing duties on certain imported products made
from subsidized natural resources, stands the best chance
of passage. Advocates of import restrictions appear to be
lining up behind the Gibbons bill, on the theory that the
likelihood of its passage can be used in negotiations with
Canada. However, there remains the threat of a presidential veto.
OCTOBER 1985 — An ITC report finds that major costs
are lower for Canadian lumber producers than for their
U.S. counterparts. Although the report does not attempt
to find injury or assess blame, advocates of restrictions
seize on it as supporting their position that Canada subsidizes its industry. However, Canadian interests contend
that the report backs their position that no such subsidies
exist. The Coalition calls for the U.S. Trade Representative
to act. A spokesman notes that the endorsement by the
representative of any legislation now in Congress would
give the bill a “big push.”
NOVEMBER 1985 — Though its advocates hope for a
December floor vote in the House on the Gibbons bill,
the possibility of a decision this month appears remote.
Observers on both sides of the debate note that if the
legislation is to become law, it will not happen before the
summer of 1986. Meanwhile, the Reagan administration
attempts to interest Canada in negotiating on various
trade issues.
In a related matter, the ITC begins an investigation of
allegations that the U.S. shingle and shake industry has
suffered economic injury from Canadian exports.
DECEMBER 1985 — Legislation dealing with the import
question is pushed aside as Congress focuses on other
topics before the holiday recess. Meanwhile, U.S. Trade
Representative Clayton Yeutter seeks “high level” talks
with Canadian Trade Minister James Kelleher. “Exploratory” talks are set for December 17, with formal talks
scheduled after January 1.
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1986
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path. A Canadian observer notes that, “A negotiated
settlement is not in the cards.”

JANUARY 1986 — “Introductory talks” between the U.S.
and Canadian governments are held in San Diego. The
principal outcome is an agreement to meet again in the
coming months.

Meanwhile, President Reagan approves a five-year tariff
schedule on shingles and shakes, as recommended by the
ITC. Over the first 30 months of the period, the tariff will
be 35%.

FEBRUARY 1986 — Representatives of the two countries meet in Prince George, B.C., for “technical talks.”
Both sides say they are encouraged with the results, even
though no agreement has been reached. Meanwhile, in a
day set aside for the topic, 39 U.S. senators — a record for
a single topic — take the floor on February 26 to speak on
the subject of Canadian exports to the U.S. The senators
criticize Canada for allegedly subsidizing its industry and
the Reagan administration for not doing more about the
problem. Meanwhile, the ITC finds that the U.S. shake
and shingle industry has suffered economic injury from
imports.

JUNE 1986 — The Canadian government retaliates for
the shingle and shake tariff by placing or increasing duties on a variety of products, including books, computers,
semiconductors, and Christmas trees. The ITC rules that
the CVD petition warrants further investigation. However, to the frustration of the Coalition, witnesses from
the Federal Trade Commission testify before the ITC that
the U.S. industry is not being injured by Canada’s method
of pricing its stumpage.

MARCH 1986 — Little progress is reported from another round of negotiations, held in Washington. The
ITC recommends that a 35% tariff be placed on Canadian
shingles and shakes entering the U.S.
APRIL 1986 — The Reagan administration abandons its
neutral stance on the lumber controversy, and tells Canada that its policies on timber pricing amount to an unfair
subsidy to Canadian manufacturers. The administration
threatens action if Canada does not modify its stumpage
policies or develop a system of taxes to increase the cost of
exports. Observers say the administration’s shift in attitude came about when it determined that it must support
lumber restrictions to gain congressional approval of a
comprehensive trade bill.
The administration commits to a “fast-track” approach to
handling a U.S.-Canada free trade agreement. The fasttrack approach prevents amendments to the agreement
by the Senate; Canada had threatened to withdraw from
negotiations unless such a commitment was made. Meanwhile, talks between the two countries are in limbo, with
no new sessions scheduled.
MAY 1986 — The Coalition files a countervailing duty
petition on May 12, then withdraws it at the request of the
administration. The Canadian government had requested
a delay in filing the petition so that the two governments
could try once more to reach a negotiated settlement.
However, the Coalition re-files its petition when no new
proposal from Canada is forthcoming. The petition seeks
a 27% duty on lumber imported from Canada. Some
Canadians call for voluntary restraints, but the Canadian
government argues that such a move would be a tacit
admission that the duty petition was justified. Instead,
Canada vows to fight the petition through the procedural

The ITC rules, on June 27, that the U.S. industry has been
injured by Canadian imports, thus keeping the petition
process alive.
JULY 1986 — The ITA begins its investigation to determine if Canadian producers are subsidized by their country’s method of pricing stumpage. Proponents of action
against Canada get a boost when Reagan says he supports
“restoring for the American lumber industry a fair opportunity to compete.” Meanwhile, legislation dealing with
the issue stalls as Congress concentrates on tax reform.
SEPTEMBER 1986 — The Canadian industry and government decide to work toward a negotiated settlement.
This decision is reportedly prompted by the conclusion
that congressional action against Canadian lumber imports is likely if the ITA rules against a duty in October.
OCTOBER 1986 — The Coalition for Fair Lumber Imports rejects a Canadian proposal for a negotiated settlement because the offer is contingent on the CFLI withdrawing its CVD petition prior to the October 9 deadline
for a preliminary decision. However, the CFLI leaves the
door open for further government-to-government talks.
On October 16, the ITA makes a preliminary ruling that
Canada is subsidizing its industry, and places a 15% interim duty on Canadian softwood lumber imports. A final
decision is due December 30; many observers initially
expect a negotiated settlement by that time. However,
Canada spurns negotiations, vowing to fight the duty
through both diplomatic and legal channels. Meanwhile,
the board of directors of the North American Wholesale
Lumber Association calls on both sides to “accelerate
negotiations ... for an equitable settlement that precludes a
duty on Canadian lumber.”
NOVEMBER 1986 — Canada’s provincial premiers agree
to a last-minute effort to seek a suspension of the interim
duty. They vote 9-1, with Ontario opposed, to negotiate
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with the U.S. Commerce Department to suspend the duty.
Late in the month, Canada proposes to place a 15% export
tax on lumber shipments to the U.S. on condition that the
CFLI withdraw its duty petition. Canada’s plan calls for
the export tax to be replaced by increased stumpage fees
over five years. One observer notes, “We’ve finally begun
real negotiations.”
DECEMBER 1986 — Negotiations between the two
countries resume after the U.S. counters Canada’s proposed settlement. Talks, described as “intense,” drag on
through the month. Negotiations break off December 24,
but U.S. representatives plan to be on hand December 29
in the event that Canada submits an eleventh-hour proposal before the December 30 deadline.
A proposal is made, and an agreement is reached just
minutes before a final ruling on the duty is scheduled to
be issued by the ITA. A Memorandum of Understanding
(MOU) is signed by the two countries on December 30.
The pact calls for Canada to impose a 15% tax on exports
of lumber to the U.S. An interim 15% duty, in effect since
October 15, is cancelled, and the U.S. agrees to return
all bonds and deposits collected. The CFLI withdraws its
petition. The pact is scheduled to take effect January 8; the
U.S. will collect a “temporary surcharge” equal to the 15%
tax until that date.
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MARCH 1987 — Canada lowers duties on Christmas
trees, books, computers, and other products imported
from the U.S. in what is seen as a gesture designed to
prompt the U.S. to lower its 35% duty on Canadian shingles and shakes. Meanwhile, Canada begins an effort to
put together a plan to replace the 15% export tax on lumber with higher stumpage fees.
MAY 1987 — U.S. industry representatives charge Canada with foot-dragging on passing legislation to formally
impose a 15% tax on lumber exports to the U.S. The Coalition charges that voluntary contributions by Canadian
companies in lieu of a tax have diminished, and are substantially below the amounts anticipated. Canada’s Parliament approves the tax in late May and the legislation is
signed into law. The tax is retroactive to January 8.
SEPTEMBER 1987 — British Columbia’s provincial government says it will raise stumpage fees on provinciallyowned timber, effective October 1. In exchange, the province asks that the 15% export tax be eliminated for B.C.
producers. However, the replacement of the tax by higher
stumpage fees must be approved by both the Canadian
and U.S. governments. Quebec decides to seek a similar
arrangement, but Ontario balks.
OCTOBER 1987 — British Columbia implements its
higher stumpage fees October 1, but the 15% export tax
remains in effect. The B.C. government works on a program to rebate the stumpage fee increases to those producers paying the export tax.
A free trade pact is reached between Canada and the U.S.,
but will have little immediate impact on wood products.
The 15% tax on Canadian exports is not affected, nor is
the duty on Canadian shingles and shakes.
The B.C. government announces plans to start rebating
the 15% tax, effective November 1. However, the plan
must be agreed to by the U.S. Late in the month, Canada’s
federal government announces a proposal to replace the
15% tax with higher stumpage fees and/or provincial duties. Again, this plan must be approved by the U.S.

1987

NOVEMBER 1987 — Canada’s proposal is presented to
the U.S. The Coalition says it is not opposed in principle
to replacing a federal tax with provincial levies.

JANUARY 1987 — Although the MOU has been signed
by the two countries, legislation approving the 15% tax
must still be approved by Parliament. While some Canadians object to the agreement, observers see little problem
in getting it approved.

DECEMBER 1987 — The tax on exports from British
Columbia is rescinded, effective December 1. A proposal
to reduce taxes on exports from Quebec remains under
consideration.
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1988
FEBRUARY 1988 — A B.C. producer goes to court to
challenge the legality of the new stumpage fee system,
while a group of Canadian remanufacturers seeks compensation for what it claims is economic discrimination.
MARCH 1988 — Representatives of Quebec’s government begin negotiations with the U.S. to offset part of the
15% tax on exports from their province.
APRIL 1988 — The U.S. and Quebec agree to lower to 8%
the tax on lumber exports from that province.
JULY 1988 — A move to cap stumpage fees in British Columbia is challenged by the CFLI, which calls the action
“a return to unfair competition.” Government officials
from Canada and the U.S. meet to discuss the fee changes. Saying the formula used to calculate the fee changes
is in error, B.C. announces it will delay lowering the fees
until September 1.
Ontario opts to maintain the 15% tax on exports while
keeping its stumpage fees for sawmills basically unchanged. Ontario’s move does not play well in other provinces; Canada shows signs of chafing under the MOU,
and many see the only way to do away with it is for all
provinces to develop substitutes for the export tax.
SEPTEMBER 1988 — The U.S. and Canada meet and
agree to a plan to “neutralize” what the U.S. calls an unfair policy regarding stumpage fees. British Columbia
adopts new indices that result in higher fees on the Coast
and lower fees in the Interior.
OCTOBER 1988 — Members of the ITC deadlock 3-3
on a vote to scrap the 35% duty on Canadian shingles
and shakes. The duty is scheduled to drop to 20% in
December.
DECEMBER 1988 — The U.S. lowers the duty on shingles and shakes to 20% as scheduled, but also announces
it will lower the tariff more rapidly in subsequent years
than called for in the original agreement.

1989
JANUARY 1989 — Canadian officials downplay statements, made during the recent federal elections in Canada, calling for the termination of the MOU. This relieves
U.S. producers, some of whom feared that the ratification
of the U.S.-Canada trade agreement would result in Canada using it as a launching pad to rescind the MOU.
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APRIL 1989 — A new U.S. group, the Alliance for Enforcement of the Canadian Lumber Export Tax, calls for
stricter enforcement of the MOU. The Alliance charges
that some Canadian exporters are trying to evade export
taxes by falsifying the province of origin on lumber shipments. Meanwhile, the Senate Finance Committee hears
testimony about the charges.
DECEMBER 1989 — The U.S. drops the tariff on shingles
and shakes to 10%.

1990
AUGUST 1990 — Canadian trade officials say they hope
to meet with their U.S. counterparts in the fall to negotiate an end to the Memorandum of Understanding.
NOVEMBER 1990 — The U.S. and Canada agree to
allow Quebec to lower export taxes on lumber shipped
from that province to 6.2%, from 8%, effective November
1. Further drops are scheduled for succeeding years. The
cuts are based on increases in Quebec timber fees and
silviculture costs.
DECEMBER 1990 — The U.S. expresses concern that a
new attack on the MOU may be brewing. Rumblings out
of Canada indicate that some government ministers may
soon try to renegotiate the pact. U.S. officials and industry representatives vow to fight any effort to weaken the
agreement. The tariff on Canadian shingles and shakes
drops to 5% in December.

1991
JANUARY 1991 — Canadian producers press for removal of the export tax on shipments to the U.S. However,
Canadian officials’ efforts to renegotiate the 1986 MOU
provoke strong negative reactions from Congress and the
Bush administration.
JUNE 1991 — The tariff on Canada shingles and shakes,
imposed in 1986, ends.
SEPTEMBER 1991 — Stating that “there is no subsidy
of softwood lumber producers in Canada,” the Canadian
government gives the U.S. notice that it will terminate the
Memorandum of Understanding, effective October 4. The
move ignites a firestorm of protests from U.S. industry
representatives, who call for the imposition of a duty on
Canadian lumber. Representatives of the two countries
meet in Washington, but no progress is reported.
OCTOBER 1991 — As scheduled, Canada terminates
the MOU on October 4. The U.S. reacts by immediately
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imposing provisional duties. The duty on Quebec lumber
is set at 6.2%, while a 15% duty is placed on lumber from
Ontario, Alberta, Manitoba, and Saskatchewan. Lumber
from B.C. is exempt, since higher stumpage fees imposed
as a result of the MOU remain in effect. Meanwhile, the
U.S. announces it is launching a countervailing duty case
on Canadian lumber. Bonds will be collected while the
investigation is conducted.
NOVEMBER 1991 — The CVD investigation begins. The
ITC is scheduled to announce its preliminary decision
on the question of injury in December. The ITA will then
work to reach a preliminary determination on the subsidy
question.
DECEMBER 1991 — The ITC finds there is evidence the
U.S. industry has been injured by Canadian imports.

1992
JANUARY 1992 — The ITA declares the duty investigation “complicated,” thus extending the deadline for a
preliminary decision on the question of subsidy by 30
days, to February 24.
FEBRUARY 1992 — Noting that the case is “extremely
complicated,” the ITA delays its preliminary decision until March 5. The ITA announces that, if any preliminary
duties are levied in March, they won’t be retroactive.
MARCH 1992 — The ITA makes a preliminary ruling
that Canada subsidizes its softwood lumber industry. A
provisional duty of 14.48% is placed on Canadian softwood lumber entering the U.S. from all provinces except
the Maritimes. A few individual firms are also declared
exempt. The duty takes effect March 12.
APRIL 1992 — A Random Lengths survey finds the U.S.
industry sharply divided on the CVD question. Primary
producers favor the idea, while buyers reject it by a wide
margin and the overall verdict is solidly negative. In a
letter to the Canadian ambassador, two U.S. senators and
two congressmen offer a four-point proposal that calls for
Canada to adopt a program “to ensure that the bulk of
timber in Canada will be sold in an open and competitive
system.” The plan also calls for bilateral free trade in logs
and for the Coalition to call for dropping the countervailing duty. Early reaction to the plan in Canada is negative.
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U.S.-Canada free trade agreement. The panel will have up
to a year to render its decision.
JULY 1992 — The preliminary duty of 6.51% on lumber is listed in the Federal Register, and thus becomes
permanent.
AUGUST 1992 — Canada files three appeals dealing with
the duty. One is filed under terms of the GATT; hearings
are completed and a decision is expected by mid- to lateAugust. Two other appeals are filed under terms of the
U.S.-Canada Free Trade Agreement. A bi-national panel
is appointed to consider one of these, which deals with the
question of subsidies. A panel to deal with the question
of injury is also requested. Deadlines for decisions on the
latter two appeals are in April and June 1993, respectively.
The possibility of retroactive duty hikes or rebates is
raised, depending on a review by the ITA in 1993. Meanwhile, a decision on Canada’s appeal to a GATT panel is
delayed, to October at the earliest.
DECEMBER 1992 — While there is no official announcement, reports say that the GATT panel has ruled
that the U.S. acted properly when it self-initiated the
countervailing duty investigation. However, press accounts also say the panel found that the U.S. acted improperly when it imposed interim import bonds on Canadian shipments to the U.S.

1993
APRIL 1993 — Rumors circulate that one result of a “forest summit” held this month will be the elimination, by
President Clinton, of the countervailing duty. However,
the rumors are quickly dismissed. Sources note that the
Coalition would have to give its blessing before the duty
could be rescinded; the Coalition makes it clear it is not
about to go along with such a step. Meanwhile, a bi-national panel continues its consideration of a Canadian appeal on the question of subsidy, while another bi-national
panel considers an appeal of the injury finding.

MAY 1992 — The ITA rules that the 14.48% provisional
duty should be reduced to 6.51%.

MAY 1993 — A bi-national panel rules that the ITA did
not provide sufficient evidence to justify its finding that
Canada was subsidizing its industry. The panel remands
the decision to the ITA for further consideration. The ruling does not overturn the ITA’s final duty ruling, reached
in 1992. The duty remains in effect while the ITA reexamines the issue; the results of the review are expected
in August.

JUNE 1992 — The ITC votes 4-2 to make the provisional
6.51% duty permanent. Canadian industry representatives
say they will ask their government to appeal the ruling
to a five-member bi-national panel permitted under the

JULY 1993 — A second bi-national panel finds that the
ITC’s finding that the U.S. industry is injured by softwood
lumber imports from Canada was “unsupported by the
evidence...and otherwise not in accordance with law.” It
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gives the ITC until October 25 to re-examine the case and
conduct another vote on the question of injury.
AUGUST 1993 — The results of the review on the subsidy
question, scheduled to be announced this month, are
delayed because Canada must replace a member of the
bi-national panel.
SEPTEMBER 1993 — The U.S. Commerce Department
announces that, as a result of its review of the subsidy
question, duties on Canadian lumber should be nearly
doubled, to 11.54% from 6.51%. However, the lower figure
will remain in effect until at least mid-December, when
the bi-national panel is scheduled to rule on Commerce’s
latest findings.
OCTOBER 1993 — The ITC reaffirms its earlier finding that the U.S. industry is injured by softwood lumber
exports from Canada. The vote leaves in force the 6.51%
duty until at least December, when the subsidy question
comes up for review by a bi-national panel.
DECEMBER 1993 — The bi-national panel dealing with
the question of subsidy again remands Commerce’s findings for redetermination. The panel specifically directs
Commerce to readdress its remand determination of
September 17 with respect to both Canada’s provincial
stumpage programs and log export restrictions.

1994
JANUARY 1994 — The Commerce Department announces that, in accordance with the bi-national panel’s
instructions, it has determined that Canada’s stumpage
and log export policies “are not countervailable.” However, Commerce leaves the door open to an appeal to an
Extraordinary Challenge Committee. In the meantime,
the 6.51% bonding requirement remains in effect.
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MARCH 1994 — The ITC reaffirms its earlier finding
that the U.S. industry has been injured by imports of
Canadian lumber. The action, in response to a bi-national
panel’s remand order, is the second such reaffirmation.
APRIL 1994 — The U.S. formally requests that an Extraordinary Challenge Committee consider an appeal of
a bi-national panel’s ruling on the subsidy issue. The ECC
panel will convene under terms of the U.S.-Canada Free
Trade Agreement.
The B.C. government announces it will increase stumpage
fees to finance a major forest renewal program. The U.S.
Coalition calls the move “an extremely important step
in the right direction in an effort to establish fair timber
fees in Canada.” However, duty advocates say they are not
yet ready to withdraw their contention that the Canadian
government is subsidizing its industry.
JULY 1994 — In a move that frustrates both sides, a binational panel issues a ruling that “affirms in part and
remands in part” the ITC’s finding of injury. The panel
sends the issue back to the ITC for further consideration.
AUGUST 1994 — Voting along national lines, the Extraordinary Challenge Committee rejects an appeal by
U.S. interests in the countervailing duty case. Because
the ECC’s decision is binding and cannot be appealed,
the U.S. has run out of options in the duty case. However,
some duty proponents vow to continue the fight through
legislative channels. The scheduled vote by the ITC on the
injury question does not occur; sources with the ITC say
the bi-national panel that remanded the case has relieved
the ITC from further obligations to pursue the case.

Another bi-national panel rejects the ITC’s October reaffirmation that the U.S. industry has been injured by Canadian lumber exports, and remands the question back to
the ITC for further examination.

The Commerce Department instructs U.S. Customs to
stop collecting cash deposits on imports of Canadian
lumber, and says all such deposits made on or after March
17, 1994 will be refunded, with interest. There is still some
question whether deposits collected before March 17, the
effective date of the ruling that said Canadian stumpage and export policies are “not countervailable,” will be
returned.

FEBRUARY 1994 — The U.S. Trade Representative’s office announces it will appeal the bi-national panel’s ruling
on the subsidy issue to an Extraordinary Challenge Committee. The USTR has until late March to formally request
an appeal. In addition, the USTR’s office contends there
is the “appearance of bias” on the bi-national panel that
ruled against the Commerce Department, because two of
the three Canadian panel members have current or past
connections with the industry, and did not disclose these
connections.

DECEMBER 1994 — Under terms of an agreement between the U.S. and Canada, the U.S. says it will return all
deposits collected, plus interest, regardless of when they
were collected. As part of the agreement, the Coalition
agrees to drop a court challenge against the constitutionality of the Extraordinary Challenge Committee’s ruling
in Canada’s favor. The two countries also agree to launch
a “consultative mechanism” under which they will meet
to discuss areas of mutual concern regarding their forest
industries.
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1995
APRIL 1995 — “Staff level” talks begin between the U.S.
and Canada amid a growing chorus of complaints from
U.S. producers about “cheap” Canadian imports. Canadian exports to the U.S. hit a record 16.4 billion board feet
in 1994; the increased shipments and competitive prices
revive talk of a countervailing duty.
JULY 1995 — Another round of talks fails to resolve the
ongoing dispute. The Coalition threatens to launch another countervailing duty case if a solution is not reached
through negotiations between the two countries.
SEPTEMBER 1995 — Representatives of the two countries meet again in Washington. Some progress is reported, and the two sides agree to continue their dialogue.
NOVEMBER 1995 — A bill that would direct the Commerce Department to launch another duty case is introduced in the U.S. Senate by Max Baucus (D-Mont.) The
bill would impose an immediate 25% duty on Canadian
lumber and would give the administration authority to
renegotiate the “Chapter 19” appeals process under which
the U.S. lost its duty case in 1994.
DECEMBER 1995 — Widespread rumors that the U.S.
will impose a duty on December 15 are dismissed by the
U.S. Trade Representative’s office. That date was set as
the time that the USTR will evaluate the progress of talks
between the two countries.
Talks continue into late December. Citing “significant
progress,” the Coalition says the U.S. industry supports
continuing the talks over the next several weeks. The various Canadian provinces are said to be offering different
proposals; Quebec’s reportedly involves raising stumpage
fees, while B.C.’s is said to include taxes or volume restrictions on lumber entering the U.S.

1996
FEBRUARY 1996 — U.S. Trade Representative Mickey
Kantor agrees to extend talks aimed at resolving the dispute over Canadian exports. The Coalition threatens to
file another countervailing duty case February 15 “absent
an acceptable government agreement” between Canada
and the U.S.
An agreement-in-principle between the two countries is
announced February 16. The five-year pact is scheduled to
take effect April 1. The first version of the agreement will
allow British Columbia to export up to 9 billion board
feet of lumber annually without penalty, with fees of $50
and $100 to be imposed for shipments over certain limits.
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Meanwhile, Alberta, Ontario, and Quebec will raise
stumpage fees, and will face penalties on exports over
stated limits.
MARCH 1996 — Government officials from both countries go down to the wire in late March to finalize the
trade agreement before the scheduled April 1 start-up
date. The Coalition says it is ready to file a duty petition if
the pact is not finalized by the deadline.
APRIL 1996 — A final agreement is reached April 2. It
allows the four provinces affected by the pact — British
Columbia, Alberta, Ontario, and Quebec — to export 14.7
billion board feet of lumber to the U.S. annually without
penalty. Additional volumes are allowed, but will carry
penalties of $50 and $100 per thousand board feet. A
“bonus” feature allows extra exports if an agreed-upon
trigger price is met or exceeded. The agreement will run
from April 1, 1996, to March 31, 2001. The provinces of
Manitoba and Saskatchewan are exempt from the agreement, as are the Maritime provinces.
The trade agreement remains unsigned through April as
negotiators fine-tune the details.
MAY 1996 — Rumors are rampant as the trade deal is
still unsigned and traders fear that Canadians will exceed
their limits during the final weeks of the first quarter
of the quota, which expires June 30. The two countries
finally sign the agreement May 29 (see appendix for details). Still to be worked out are provincial quotas and
individual company quotas.
JUNE 1996 — By mid-June, it appears the four affected
provinces will exceed their combined quarterly quota
limit of 4.226 billion board feet. However, a dramatic
slowdown late in the month keeps the final total for the
quarter short of the limit.
JULY 1996 — A predicted “wall of lumber” — shipments
supposedly held back by Canadian producers fearful of
exceeding the first-quarter limit — does not materialize.
Instead, early-July shipments fall well short of predicted
volumes.
SEPTEMBER 1996 — Canada announces provincial
quotas, with individual company quotas expected later
in the month. British Columbia’s share of the total is 8.67
billion board feet, or 59% of the total. Alberta gets 1.13
billion (7.7%), Ontario 1.51 billion (10.3%), and Quebec
3.38 billion (23%). Reaction to the allotments is mixed,
with B.C. companies generally satisfied and many in the
eastern provinces feeling they were shorted. Meanwhile,
the announcement of individual company allocations
is postponed, pending verification of data submitted by
individual companies.
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OCTOBER 1996 — Random Lengths begins a sevenpart series, “Coping With the Quota,” that examines how
different segments of the U.S. and Canadian industries
are dealing with the impact of the trade agreement. Final
second-quarter figures show that Canadian companies
exceeded the 28.5% quarterly allotment by some 155 million board feet.
Individual company quotas are issued October 31, but
are not made public. Canadian wholesalers do not receive
quotas, but Canada’s Export and Import Controls Bureau,
the agency issuing the quotas, includes a provision under
which producers must continue to sell wood to wholesalers on a “business as usual” basis.
NOVEMBER 1996 — Charging that the quota system
has resulted in inflated lumber prices and higher housing
costs, lumber dealers and home builders in the U.S. call
for the U.S. government to renegotiate the agreement.
This move draws a sharp response from the Coalition,
which asserts that the trade deal hasn’t reduced imports
and that the price volatility is a temporary condition
caused by delays in implementing the agreement.
DECEMBER 1996 — Some Canadian mills threaten to
shut down rather than pay $100 fees on lumber exceeding
the quota limits. However, most companies are not yet to
the point that they have to pay either the $50 or $100 fees.
And, it’s apparent by late December that third-quarter
exports will fall well short of the 4.226 billion board foot
quarterly limit.

1997
FEBRUARY 1997 — Preliminary estimates put Canadian
exports to the U.S. at 17.8 billion board feet in 1996, an
all-time annual high. The previous high, set in 1995, was
17.2 billion.
The National Lumber and Building Material Dealers
Association and the Wood Truss Council meet in Chicago with the Coalition for Fair Lumber Imports. An
NLBMDA news release notes that the discussion centers
around the “angst” felt by lumber buyers due to price
spikes last fall. They blame the quota for the price surge
and denounce the Coalition. Noting that “we’ve come to
the point where enough is enough,” the dealers vow to
take their case to Congress; they and home builders plan
to go to Washington in early March to lobby members of
Congress.
MARCH 1997 — Concern that a “wall of wood” could be
waiting to cross the border after quota year one expires
March 31 has traders cautious. Some discount the possibility, pointing to similar fears that surfaced at the end
of the first quarter of the agreement; those fears proved
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groundless. Meanwhile, other traders expect a surge of
shipments before month’s end as some producers seek to
use all of their allotments of both fee-free and lower-feebase wood.
A ruling by U.S. Customs, exempting S-P-F studs 8- to
10-feet in length that are pre-drilled with one-inch holes
about 16 inches from each end has considerable potential
impact on the agreement, since about 3 billion board feet
of studs are produced annually in Canada. The Coalition
for Fair Lumber Imports reacts quickly, saying it will
challenge the ruling.
Canada announces that the second year of the quota
will start with interim fee-free and lower-fee base allocations. Final allocations are scheduled to be announced by
mid-May.
Quota year one ends quietly on March 31.
APRIL 1997 — As quota year two opens, predictions of a
so-called “wall of wood” prove groundless, as they did at
the end of the first quarter of quota year one. Preliminary
totals show that the four affected Canadian provinces
exported virtually all of their fee-free quotas, and 79% of
the 650 million feet of lower-fee base wood. Because the
trigger price was exceeded during the fourth quarter of
quota year one, Canadian companies qualify for an extra 92 million board feet of “bonus” wood, which can be
shipped fee-free any time over the next four quarters.
The Coalition appeals the ruling on pre-drilled studs; no
time-frame for a decision is announced.
MAY 1997 — Legislation that would effectively neutralize
the lumber agreement is introduced in Congress by Rep.
Jack Quinn (R-NY). The bill is designed to revise U.S.
trade laws to say that Canadian trade practices are not
subject to countervailing duties. Proponents say this will
allow Canada to back out of the agreement without fear of
a countervailing duty case. Supporting the legislation are
the National Association of Home Builders and the National Lumber and Building Material Dealers Association.
The Coalition blasts the legislation, saying the agreement
“is working fine.”
Quota allotments for year two of the agreement, expected
in mid-May, are delayed, as is the announcement of final
totals for year one of the agreement.
JUNE 1997 — Canadian producers in the four affected
provinces receive their quotas for the second year of the
agreement. Although they are not made public, Canadian
sources say that the total allotments by province are essentially unchanged. However, there are minor ups and
downs for producers within each province, a process
known in Canada as “waterbedding” (push a waterbed
down in one place and it rises in another.)
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The fees for the lower and upper bases are increased
slightly for the second year of the agreement, based on
changes in the consumer price indexes in the U.S. and
Canada. The fee for the first 650 million board feet over
the fee-free limit is $51.07 per thousand board feet, up
from $50. The fee for exports over 650 million feet is
$102.13, up from $100.
AUGUST 1997 — Contentious issues surrounding the
agreement are in the summer doldrums. Efforts to pass
the Americans for Affordable Housing Act, a bill that
would effectively negate the agreement, are in limbo.
The bill awaits a hearing by the House Ways and Means
Committee, and proponents are still looking for sponsors
in the Senate. Both opponents and proponents see little
chance of the bill’s passage in 1997.
Meanwhile, no formal challenge to U.S. Customs’ ruling
on pre-drilled studs has been filed; opponents hope that
an informal evaluation by the U.S. government will result
in a reversal of the ruling.
SEPTEMBER 1997 — For the first time since April 1996,
the reported price of Eastern S-P-F Std&Btr 2x4, delivered
Great Lakes, dips to $405. This is the so-called “trigger
price” that determines if producers in the four affected
provinces qualify for a “bonus” allocation of lumber that
can enter the U.S. fee-free. Canadians qualified for the 92
million board foot bonus in each of the first five quarters,
since the trigger price averaged above the $405 mark in
each quarter. And, they qualify again in the sixth quarter,
since the average is $434 for the period.
OCTOBER 1997 — First-half totals for quota year two
fall slightly short of the comparable first-year number,
preliminary figures show. The year-two figure of 8.179
billion board feet is down 3.5% from the 8.480 billion feet
shipped in the first half of quota year one.
Late in the month, the U.S. Customs Service solicits comments on the pre-drilled stud issue. The deadline for commenting on the issue is December 26, thus assuring that,
if there are any changes to the ruling, they will not occur
until early 1998 at the earliest.
NOVEMBER 1997 — A Random Lengths survey of Canadian stud producers shows that the output of drilled
studs is on the rise. Ten respondents report a combined
279 million board feet of pre-drilled production. Eleven
other producers who aren’t producing the product say
they plan to, many in early 1998.
DECEMBER 1997 — Canada’s Export and Import Controls Bureau announces that Canadian companies who
don’t expect to use all of their quota allotments will be
allowed to return, by December 31, up to 10% of their
established base and lower-fee base allocations without
penalty. The Bureau says that, if the exporting company’s
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actual exports and the returned total add up to 98% of the
initial allocation, the exporter will be considered to have
achieved full utilization.
The third quarter of quota-year two ends quietly. The
second-year export totals for three quarters are on a virtual par with the comparable year-one totals; while feefree shipments are 3% behind the same period in quota
year one, the total for all categories (including the lowerfee and upper-fee bases and the bonus shipments earned)
are less than 1% below the year-ago figures.
Because the price of Eastern S-P-F #1&2 2x4, delivered
Great Lakes fails, for the first time, to average $405 during the quarter, Canadian companies in the affected provinces do not qualify for 92 million board feet of bonus
shipments. (The average price for the quarter is $384.)
As the month ends, some 6,000 comments on the issue
of exempting pre-drilled studs are reportedly collected
by the U.S. Customs Service. Included are some 4,000
postcards from U.S. union woodworkers; the cards, which
contain holes, note that “this card may have a hole in it,
but it’s still a postcard.” Observers expect Customs to rule
on the issue by late January.

1998
JANUARY 1998 — The last quarter of quota year two
starts quietly, with export totals on a virtual par with
year-ago figures. Although parties on both sides of the
border await the expected ruling by U.S. Customs on the
pre-drilled stud issue, no decision is announced. Meanwhile, the B.C. government announces it is exploring the
idea of lowering stumpage fees in the province, a move
seen as potentially jeopardizing the trade agreement. The
U.S. Coalition does not take a position on the issue, pending the release of details of the province’s plan. A B.C.
official says his province “will not kowtow to the Americans,” but that the plan will stay within the letter of the
agreement.
MARCH 1998 — As the end of quota year two nears,
traders downplay the possibility of a “wall of wood” waiting to descend on the industry. Because Canadian mills
can have their allocations lowered if they don’t use all of
their quota in year two, some producers scramble to make
sure they ship all they need to. As one wholesaler puts it,
“As many mills are shipping to meet quota as are loading
and holding. It’s a wash.” Meanwhile, U.S. Customs continues to sit on an expected decision regarding pre-drilled
studs. And, B.C. producers continue to wrestle with
tough issues while trying to devise a workable stumpage plan. Some argue that preliminary drafts of the plan
don’t go far enough, even if the U.S. accepts them without
modification.
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Quota year two ends without incident. Preliminary totals
are close to those of year one in most categories, with one
exception; the volume of “upper-fee base” wood shipped
during year two is down 71% from the first-year total.
Traders note that the sharp drop in prices, compared to
year-ago levels, made paying the $100 fees on this wood
much less palatable to Canadian mills.

the two countries talking informally on the stud issue,
some observers feel Customs is not likely to act while the
dialogue continues.

APRIL 1998 — The long-awaited decision on pre-drilled
studs is announced, but is only preliminary. Customs says
that it “proposes to revoke the ruling” that allowed predrilled studs to enter the U.S. without counting against
the quota. It says it will make a final decision after a 30day period during which it will consider comments from
interested parties. After this comment period, Customs
can reverse its proposed revocation, though such reversals
are rare. Meanwhile, it appears that any final ruling will
be challenged. The National Association of Home Builders says it expects to appeal any reversal to the U.S. Court
of International Trade, while some Canadian observers
expect their country to seek relief under terms of the
arbitration clause in the lumber agreement.

JULY 1988 — The month opens with the July 1 implementation of Customs’ ruling and an attempt to overturn
the decision. A group that includes the National Association of Home Builders, the National Lumber and Building
Material Dealers Association, Canadian wholesalers, and
Canadian remanufacturers, files suit in the U.S. Court
of International Trade. The group asks for a temporary
restraining order. Judge Donald C. Pogue declines to issue the restraining order, but asks the U.S. to voluntarily
suspend implementation of the ruling for 60 days. The
U.S. refuses Pogue’s request.

MAY 1998 — There is no immediate announcement of
Customs’ decision on pre-drilled studs after the May 15
deadline for comments passes. Customs has 30 days to
announce its decision.
Late in the month, British Columbia says it will lower
stumpage fees in the province, effective June 1. Fees to
Coast mills will drop an average of $C8.10 per cubic
meter, while mills in the Interior will see an average cut
of $C3.50 per cubic meter. Canadian officials contend
the move is within the parameters of the U.S.-Canada
Lumber Trade Agreement. However, the move draws
sharp criticism from the U.S. Coalition for Fair Lumber
Imports, which calls the lower fees a “new subsidy.” The
Coalition calls on the U.S. government to seek dispute
resolution consultations with Canada under terms of the
agreement.
JUNE 1998 — U.S. and Canadian government officials
meet early in the month for informal talks about changes
in British Columbia’s stumpage fees. A decision on the
pre-drilled stud issue, although required by law to be announced by June 15, is delayed by Customs. Meanwhile,
higher fees for lumber exported from Canada under the
lower- and upper-fee bases are announced; the lowerfee-base charge is now $52.09, up from $51.07, while the
upper-fee base charge goes to $104.18, up from $102.13.
On June 22, the U.S. asks Canada to begin formal consultations on the B.C. stumpage issue under terms of the
Agreement. Members of the U.S. Coalition for Fair Lumber Imports descend on Washington to demand action by
the Customs Service regarding the pre-drilled stud issue.
They talk with the U.S. Trade Representative’s office, the
Commerce Department, and members of Congress. With

In late June, Customs finally issues its ruling, which upholds an earlier decision to overturn the exemption of
pre-drilled studs from the quota.

In mid-July, the two sides in the pre-drilled case agree
to put aside procedural issues and to let the trade court
decide the issue on an expedited basis. A decision in the
case is expected by mid-October. Pre-drilled studs will
continue to count against the quota while the case is considered, but will be declared exempt retroactively to July 1
should the plaintiffs prevail.
AUGUST 1998 — Failure to reach agreement on the B.C.
stumpage issue via consultative talks prompts the U.S. to
ask for arbitration under terms of the U.S.-Canada Trade
Agreement. The panel will consider submissions from
both sides, then decide whether B.C.’s cuts in stumpage
fees constitute a breach of the agreement.
Although originally expected by mid-October, a trial on
the pre-drilled stud issue is set back until mid-November.
OCTOBER 1998 — A chairman of the arbitration panel
is chosen, and the process of choosing two other panel
members, one from Canada and one from the U.S., continues. Briefs are filed in the pre-drilled stud case, and
U.S. Court of International Trade Judge Judith Barazilay
hears oral arguments in the case. Late in the month, Barazilay says she has all the information she needs to make
a ruling in the case, and that she will issue a summary
judgment. She does not indicate when she will issue her
ruling, but observers expect a decision within a matter of
weeks.
DECEMBER 1998 — The arbitration panel is finally
chosen, well behind schedule.
The panel is scheduled to consider briefs from both the
U.S. and Canada before reaching a decision, which is due
in February. On December 16, the judge in the pre-drilled
stud case rules that the product will count against the
quota. All pre-drilled studs entering the U.S. before July
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1 1998 will remain exempt from the ruling. In addition,
the judge’s decision gives mills a 60-day grace period after
July 1; any pre-drilled studs shipped to the U.S. during
this period will not count against the quota.

1999
JANUARY 1999 — As the fourth quarter of quota year
three opens, the usual talk of lumber shortages due to
quota problems emerges. However, while the nine-month
total for quota year three is slightly ahead of the year two
figure, the volume of pre-drilled studs shipped during the
60-day grace period beginning July 1, 1998 will eventually
be subtracted from the fee-free total, giving some mills
more breathing room. The U.S. warns Canada that passage of a bill that would ban Canadian companies from
buying ads in U.S. magazines that publish Canadian editions could result in retaliation against certain Canadian
exports to the U.S., including wood products.
FEBRUARY 1999 — U.S. Customs proposes to reclassify
notched 2x4 and 2x6 studs produced in the four Canadian
provinces covered by the agreement to count against the
quota. If the change is implemented, the notched studs
would lose their exemption, which classifies them as
“joinery and carpentry. Interested parties have 60 days to
comment on the proposed action. Meanwhile, the company that originally filed for an exemption for pre-drilled
studs files a “notice of appeal,” indicating it is prepared
to challenge the December ruling removing the studs’
exemption from the quota. Observers note that an appeal
will take one to two years to run its course.
MARCH 1999 — U.S. Customs files a notice to revoke a 1994 ruling relating to the classification of
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rougher-headed lumber, which is exempt from the quota.
Customs proposes to change the product’s classification
from tariff heading 4418 to 4407, which falls under terms
of the agreement. Interested parties are invited to submit
written comments on the proposed move.
Quota year three ends in bitterness. Charges by Canada
that the U.S. has acted in bad faith by “changing the rules
in the middle of the game” are countered by U.S. claims
that Canada is not living up to either the letter or the spirit of the agreement. Canada publicizes a letter from World
Customs Organization that it says supports its contention
that pre-drilled studs should be classified as “joinery and
carpentry.” However, the Coalition dismisses the letter as
merely a WCO staff member’s interpretation and not an
official WCO opinion. Pope and Talbot sues the Canadian
government for $US507 million, claiming it incurred
damages due to the agreement. The U.S.-based company
contends that Canada discriminated against companies
operating in British Columbia by unfairly distributing
quota allocations among the four affected provinces.
Meanwhile, there is considerable discord among various
Canadian factions about the agreement and whether it
should be renewed in 2001. A newly-formed Canadian
group, the Free Trade Lumber Council, seeks to develop a
unified Canadian position, but observers see this as a lofty
goal, given the sharp divisions among the provinces.
Updated fees for quota year four are announced; lowerfee base wood will carry a charge of $52.93 per thousand board feet, while the upper-fee base charge will be
$105.86.
APRIL 1999 — Because the “trigger price” is exceeded in
the fourth quarter of quota year three, Canadian mills in
the affected provinces “earn” a bonus volume of 92 million board feet, which they can export fee free over the
next five quarters.
Respondents to a Random Lengths survey give the agreement a resounding “thumbs down.” On a scale of 1-10,
with 1 representing “disaster” and 10 “total success,”
Canadian respondents give the agreement a collective 1.8.
The grade from U.S. respondents isn’t much better; they
give it a 2.9.
MAY 1999 — By a 21-1 vote, with the U.S. the lone dissenter, the World Customs Organization rules that
pre-drilled studs qualify as “joinery and carpentry,” a
category outside the agreement. Canada hails the nonbinding ruling as “an important victory.” However, the
Coalition dismisses it as “a farce,” noting that the decision
was made by a sub-committee of the WCO. The WCO is
scheduled to make a final decision in the fall, but the U.S.
takes a “reservation,” which will delay a final decision
until 2000.
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Meanwhile a separate appeal of Customs’ ruling on predrilled studs works its way through a U.S. federal court.
The case centers on an earlier ruling by the U.S. Court of
International Trade that upheld Customs’ decision to put
drilled studs back under the quota. A ruling could take
a year or more, and pre-drilled studs continue to count
against the quota in the meantime.
An arbitration panel formed to rule whether British Columbia’s cuts in stumpage fees constitutes a breach of the
agreement asks for further information from both sides.
A decision, which was originally due in February, is now
not expected until mid-June at the earliest.
JUNE 1999 — U.S. Customs announces it is revoking
quota exemptions for notched studs and rougher-headed
lumber. The rulings take effect August 8. Canada reacts
swiftly to the rulings, which it terms “guerrilla attacks.”
Canada requests arbitration, under terms of the agreement, on the classification of rougher-headed lumber. It
also announces it will seek negotiations, the first step in
the dispute settlement process, on notched studs. Canada
also says it will refer the tariff classification issue to the
World Customs Organization’s Harmonized System
Committee.
An attorney for the Free Trade Lumber Council says his
group will oppose a renewal of the agreement when it expires in 2001, saying, “quotas are not in Canada’s national
interest.”
JULY 1999 — A settlement between the U.S. and Canada
over the dispute resulting from British Columbia cutting stumpage fees is announced, making an arbitration
panel’s still-to-be-delivered decision moot. The settlement calls for B.C.’s upper- and lower-fee base shipments
during the forth and fifth years of the agreement to be
set at their averages for the first and second years. This
results in the province’s share of the 650 million board
foot lower-fee base being lowered by 90 million board feet
per year. The agreement also sets an upper-fee base limit
of 110 million feet; shipments exceeding that amount will
carry a “super fee” of $146.25 per thousand in the fourth
year and $148.47 in the fifth year.
A ruling by the U.S. Customs Bureau calls for exports of
rougher-headed lumber and notched studs from the four
provinces covered by the agreement to be counted against
the quota, effective August 8.
OCTOBER 1999 — A letter from U.S. Special Trade Ambassador Peter Scher to Canada’s Minister of Trade Pierre
Pettigrew says the U.S. “is not inclined to support an extension of the SLA (softwood lumber agreement).” Scher
says that the governments of the two countries “should
get out of the business of regulating lumber trade.” He
add that, “It is our sense that both the U.S. industry and
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lumber consumers have become increasingly disenchanted with the SLA.”
Canadian interests echo the call for the SLA’s elimination. Canada’s Free Trade Lumber Council says it would
oppose renewal of the agreement. However, it appears
unlikely that Canada will be home free if the SLA is
scrapped. In his letter, Scher says, “Canada has not been
willing to negotiate the elimination of its non-market
based provincial practices that distort trade,” adding
that, “...if the pivotal issue of provincial forest practices
remains effectively unaddressed, we anticipate that the
United States will not be inclined, nor well-positioned, to
resist U.S. lumber industry’s urging to return to addressing Canada’s unfair trade practices through whatever
means deemed appropriate at the time.”
Meanwhile, Canadians are divided over the issue. Some
say they would rather go back to a countervailing duty
system than see the SLA renewed. One notes that a duty
“would put all Canadians on a level playing field.”
The U.S. Court of Appeals dismisses on technical grounds
an appeal by Canada to reclassify pre-drilled studs as
“carpentry and joinery,” a classification that would exempt the product from the quota. The World Customs
Origination votes in Canada’s favor on the issue, but the
ruling is non-binding on the U.S., which ignores it.

2000
JANUARY 2000 — The SLA seems headed for oblivion,
at least in its present form, as both the U.S. and Canada
say they will not agree to renew the current agreement.
Canadians and their U.S. supporters call for a return to
free trade, while the Coalition reiterates that Canada must
address the issue of timber subsidies before the U.S. will
drop the issue. Canadian interests from the four affected
provinces meet in an effort to come up with a unified
position to take to the bargaining table.
FEBRUARY 2000 — A “sense of the Congress” resolution calling for termination of the SLA when it expires in
March 2001 is introduced in the U.S. House by 32 representatives. Canada’s Free Trade Lumber Council hails the
move, while a spokesman for the U.S. Coalition dismisses
it as meaningless.
MARCH 2000 — The U.S. Trade Representative solicits
comments on the Softwood Lumber Agreement, along
with other aspects of trade between the U.S. and Canada.
Canadian production and export totals for 1999 are announced, with record highs reached in both categories.
The 18.24 billion board feet of softwood lumber shipped
to the U.S. in calendar 1999 tops the previous high of
18.03 billion feet, exported in 1998.
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APRIL 2000 — The fifth and final year of the agreement
opens under a cloud of uncertainty. With the governments of both the U.S. and Canada on record as opposing
renewal of the agreement, at least in its present form, the
final year promises to be full of wrangling between — and
within — the two countries. In a rare development, several environmental groups find themselves on the same side
as U.S. lumber interests. The environmentalists call for an
end to what one terms Canada’s “massive environmental
social, and economic subsidies to its timber industry.”
Some Canadians argue that free trade between Canada
and the U.S. is a realistic goal. They cite a growing
groundswell of opinion in the U.S. for free trade. The
Free Trade Lumber Council, a Canadian lobbying group,
notes that the National Association of Home Builders, the
North American Lumber and Building Material Dealers
Association, Home Depot, and other groups have joined
with them to fight trade restrictions. However, other
Canadians disagree. Jake Kerr, co-chairman of the B.C.
Lumber Council, argues that if no agreement is in place
or in the works by March 31, the trade dispute will resume and that other sanctions are inevitable.
JUNE 2000 — A study by IWA-Canada faults the softwood lumber agreement for failing to prevent an oversupply of lumber in the U.S., while also distorting log markets and exporting jobs from British Columbia. The study
notes that North American lumber production surged by
6.6 billion board feet from 1996, the year the agreement
took affect, to 1999. It notes that the largest gains came
in Eastern Canada, where production jumped 2.2 billion board feet, and in the Western U.S., which posted a
1.9 billion board foot hike. The study also points out that
depressed export markets diverted 2.6 billion feet (lumber scale) of logs and lumber from overseas markets into
North America during the period.
JULY 2000 — The U.S. and Canadian governments meet
about the soon-to-expire agreement and what, if anything, will replace it. No progress is reported, but another
meeting is scheduled for September.
SEPTEMBER 2000 — Through the summer, various
Canadian factions argue among themselves about what
approach to take in negotiations. Carl Greiner, head of
the Free Trade Lumber Council, a Canadian lobbying
group, says the FTLC “is advocating free trade. We hope
to have a united front, and we’re working to achieve it.
All the provincial associations are agreed on the concept
of free. However, there is substantial divergence on the
question of how we GET to free trade.” Meanwhile, some
U.S. groups, including the National Association of Home
Builders and the National Lumber and Building Material
Dealers Association, join in the call for unfettered free
trade. However, U.S. industry interests vow to continue
their fight. The Coalition for Fair Lumber Imports says
that, while there will be continued efforts to negotiate
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an agreement, it they are not successful, “there will be
litigation.”
OCTOBER 2000 — The U.S. and Canada reach an agreement on Canadian exports of rougher-headed lumber.
Canada agrees to drop arbitration proceedings on the
issue in exchange for being allowed to export up to 72.5
million board feet of the product free of export permit
fees.
With the Canadian government acknowledging that only
“informal talks” between Canada and the U.S. are underway, the British Columbia Trade Council calls on Canada
and the U.S. to move quickly on formal negotiations. The
group says the talks should begin immediately, before
the U.S. elections in November and an expected federal
election in Canada late in November. They point out that
if the U.S. Trade Representative is replaced by a new administration, Senate confirmation of a new representative
could take months, thus delaying negotiators.
The governors of 18 southern states unanimously approve
a resolution, offered by Georgia Governor Roy Barnes,
that calls on the President and Congress to “enforce fully
the U.S.-Canada Softwood Lumber Agreement and to
encourage open and competitive timber sales in Canada.”
NOVEMBER 2000 — Sources in the U.S. and Canada
agree that the chances of reaching a settlement before
the March 31, 2001 expiration of the Softwood Lumber
Agreement are close to nil. The delay in naming a U.S.
president due to the contested election results make it
even less likely that the countries will reach a quick settlement. The Coalition for Fair Lumber Imports says it will
file a CVD case on April 2 if there are no meaningful
negotiations in progress. An anti-dumping suit is also
cited as an option.

2001
JANUARY 2001 — Executives from lumber companies
in the four provinces covered under the SLA join forces to
create the Canadian Lumber Trade Alliance. The group is
formed to present a united front in negotiations with the
U.S. concerning softwood lumber trade.
Traders try to anticipate what will happen following the
expiration of the SLA. Some believe that come April,
lumber will cross the border without any duties, export
fees, or quotas. Others worry about potential retroactive
duties, and when they may go into effect. Many discuss
whether a “wall of wood” will flood the U.S. market when
the quota restraints are lifted in April.
FEBRUARY 2001 — The status of softwood lumber
trade between the U.S. and Canada moves higher on the
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agenda. Newly-elected President George W. Bush meets
with Canada’s Prime Minister Jean Chretien in Washington, and trade between the countries was a key topic of
discussion. Senate Majority Leader Trent Lott of Mississippi and Montana Senator Max Baucus lead the call by
those who want the Bush administration to take a tougher
stand against lumber imports from Canada. In Canada,
the call for free trade is gaining volume.

to track Canadian lumber shipments across the border in
April.

As the expiration of the SLA draws closer, the two sides
appear to agree on one issue — they want to see the current quota system end. The two countries’ top trade representatives meet in Washington, but little progress is made
in finding common ground in the decades-long dispute.

Despite fears of a “wall of wood” flooding into the U.S.
from Canada upon the expiration of the SLA, prices of
most Spruce-Pine-Fir items begin to make solid increases.
Officials in Canada and the U.S. track Canadian shipments in April, but figures are not publicly released. A
surge in shipments of 15% or more could result in duties
retroactive to as early as April 30.

MARCH 2001 — Georgia-Pacific, a longtime member of
the CFLI, confirms that it has withdrawn its membership
in the organization. A company spokesman cites the cost
associated with being a member, and the belief that the
two countries’ governments should work out a long-term
agreement on the issue.
U.S. Trade Representative Robert Zoellick says he doesn’t
plan to seek a settlement with Canada before the March
31 expiration of the SLA, and supports the filing of CVD
and anti-dumping charges. The intensity of the softwood
lumber trade battle increases March 1 when an influential
group of U.S. Senators signs a letter to President Bush
urging him to staunchly defend the U.S. industry. Meanwhile, Canada’s Minister of International Trade, Pierre
Pettigrew, strongly argues that his country does not subsidize its lumber industry and would win a CVD case.
With two weeks left before the expiration of the SLA,
traders narrow their focus on whether the U.S. will immediately invoke interim duties on Canadian imports
while CVD charges are investigated, and whether any
duties that may be applied in a successful CVD case will
be retroactive.
Reports in Canadian newspapers indicate an internal
battle has arisen, with some producers in British Columbia expressing a willingness to look at imposing an export
tax on lumber shipments to the U.S. The reports draw a
quick response, especially from Eastern Canada, where
most officials appear ready for a fight. Pettigrew reportedly rejects the idea of an export tax, saying it would be
like admitting to the U.S. that the Canadian industry is
subsidized.
As the month comes to a close, Canada announces that
it will start requiring lumber producers in all provinces
to obtain export permits to ship to the U.S. The move is
in response to fears that a “wall of wood” will cross the
border after the SLA expires. The permit system will allow Canada to obtain an accurate tally of wood crossing
the border. U.S. officials also plan to implement a system

APRIL 2001 — The Coalition for Fair Lumber Imports
files countervailing duty and anti-dumping cases April
2 against Canadian lumber producers. In its 5,000-page
filing, the Coalition requests a 40% countervailing duty,
with an additional 28-38% anti-dumping duty.

Producers within Canada appear split over whether to
negotiate a settlement with the U.S. in the long-standing
softwood lumber dispute. Some within British Columbia
voice concern about waging a long and expensive legal
battle. However, most producers in Eastern Canada appear braced for a fight.
The U.S. Department of Commerce initiates its investigation April 23, and includes the Maritime provinces in
the countervailing duty petition filed by the Coalition. A
spokesperson for the DOC says statutes require that all
provinces in Canada be included in the CVD case. However, individual companies can apply for exemptions.
MAY 2001 — Lumber producers in the Maritimes, remanufacturers in Canada, and U.S. remanners and distributors of Cedar seek exclusions from the countervailing and anti-dumping duty cases.
Widely circulated but unconfirmed reports that Canada’s
lumber exports to the U.S. increased 10-20% in April vs.
year-ago totals raise eyebrows on both sides of the border. Canada’s Export and Import Control Bureau has not
“released publicly” April’s lumber export totals. However,
sources did not deny that figures had been released to the
Canadian industry.
The U.S. International Trade Commission votes unanimously that the U.S. industry is threatened with injury by
lumber imports from Canada, which continues the CVD
and anti-dumping cases.
While the cases move forward, the lumber market records
one of its strongest price runs. The Random Lengths
Framing Lumber Composite Price gains 66% between
January 12 and May 25.
JUNE 2001 — The Department of Commerce names six
Canadian producers “mandatory respondents” in the
anti-dumping case. Abitibi Consolidated, Canfor, Slocan,
Tembec, West Fraser, and Weyerhaeuser are required to
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provide price and cost data to Commerce. If evidence of
dumping is found, each of the companies is assigned a
percentage rate as a duty, and the weighted average is applied to all Canadian producers in the form of a duty.
Canadian officials release figures that they say show exports from Canada to the U.S. were up 14.4% in April and
May, less than the required 15% to prove “critical circumstances,” and invoke retroactive duties. However, when
official government data from both countries is released,
it shows shipments increased nearly 50% from March to
April.
Commerce declares the CVD case a complicated one, and
extends its deadline to announce a preliminary determination until July 27. In late June, Canada files a 260,000page response with Commerce, rebutting the U.S. industry’s allegations of subsidy and dumping.
JULY 2001 — For the second time, Commerce extends
its preliminary determination in the CVD case, delaying
it from July 27 until August 9. The preliminary decision
on anti-dumping duties is extended from September 10 to
September 24.
Preliminary June figures on lumber shipments from Canada to the U.S. also are released, giving Commerce a full
quarter of shipments to analyze whether any duties could
be retroactive. Compared with the first quarter of 2001,
and using a seasonal adjustment factor of 11%, shipments
were up 18-19% in the second quarter. Compared with the
second quarter of 2000, shipments were up 13%. However,
Commerce has not announced what formula it will use to
determine if “critical circumstances” were met.
AUGUST 2001 — The Department of Commerce levies
a 19.3% preliminary countervailing duty against lumber
imports from Canada. The duty is declared retroactive

18

to May 19 because there was evidence that imports from
Canada surged more than 15% when comparing seasonally adjusted second-quarter 2001 statistics with firstquarter 2001 imports. Commerce also announces that it
has aligned the CVD and anti-dumping duty cases, which
means the final determination in both cases will come out
at the same time.
Canadian lumber producers jump their quoting levels by
about 20% to cover the preliminary CVD, but sales come
to a standstill. The lack of sales eventually forces producers to adjust their quotes lower, and prices continue on a
downward track. Meanwhile, trade officials from the U.S.
and Canada meet in an effort to explore their differences
in the long-standing lumber trade dispute.
SEPTEMBER 2001 — The duty investigations moved
to the back burner in light of the September 11 terrorist
attacks on the U.S. While that occupied the attention of
government officials in both countries, trade officials continued to meet regarding softwood lumber trade. Officials
on both sides of the border expressed hope that progress
could be made toward a negotiated settlement. The preliminary decision in the anti-dumping case is twice delayed, with a ruling finally set for October 30.
OCTOBER 2001 — Talks between the countries progresses on a province-by-province basis. Officials in Canada point out they are holding “exploratory talks,” and
not negotiations. U.S. trade officials present steps they
feel would be necessary to reach a negotiated settlement.
Stumpage reform is a key issue, along with any bridging
agreement, which would likely include an export tax on
shipments from Canada to the U.S.
In an effort to negotiate a settlement, the Bush administration names former Montana governor Marc Racicot as
special envoy to the case.
Commerce issues its preliminary findings in the antidumping duty case, and most producers will be required
to post bonds to cover a 12.6% duty. The Maritime provinces, which were exempt in the CVD case, are included
in the anti-dumping case. The anti-dumping duty is not
retroactive. Commerce investigated six companies in
Canada, and each were assessed an individual anti-dumping duty. All other companies were assessed the weighted
average of the six investigated, which was 12.6%. Those
investigated, and their duties were: Weyerhaeuser (11.9%),
Canfor (13%), Slocan (19.2%), Abitibi-Consolidated
(13.6%), Tembec (10.8%), and West Fraser (5.9%).
The combined duty rate of nearly 32% will only be in
effect until December 15, because the 19.3% preliminary
CVD expires on that date. Commerce also extended the
final decisions in the CVD and anti-dumping duty cases
until late March.
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Canadian producers quickly denounce the anti-dumping
decision, and predict dire circumstances for the country’s
forest products industry if these duties are declared final.
NOVEMBER 2001 — Following a meeting in Ottawa
with Racicot, Canadian officials express optimism that
a deal can be negotiated by Christmas between the two
countries. Following a meeting in Washington the following week between U.S. and Canadian trade officials,
some Canadians begin to temper their enthusiasm about
a deal being near. More meetings between governmental officials follow, but it becomes clearer that a deal by
Christmas is becoming a long-shot. A key element of any
potential settlement is a bridging agreement that would
likely include a temporary export tax on shipments from
Canada to the U.S. while timber policies are reformed.
DECEMBER 2001 — Marc Racicot, who won positive
reviews for his early work as U.S. lumber envoy, is appointed chairman of the Republican National Committee
and gradually steps out of the picture in the lumber trade
negotiations with Canada. Negotiators break for the holidays, and acknowledge that they still have a number of
issues to resolve. The preliminary CVD expires December
15, and Canadian shippers only have to post bonds to
cover the preliminary anti-dumping duty.

2002
FEBRUARY 2002 — Trade officials from both countries
meet again in Ottawa for the first time in two months,
but it is clear that progress since December was nil. British Columbia officials reiterate their earlier proposal to
put up 13% of their timber for auction, while Quebec’s
proposal amounts to about 1%. U.S. officials make it clear
those do not meet their approval.
MARCH 2002 — A White House meeting between
President Bush and Canada’s Prime Minister Jean Chretien encourages traders that a deal may be in the works.
Despite Bush’s statement that “negotiators are working
overtime to reach an agreement by March 21,” officials fail
to negotiate a settlement. The Department of Commerce
announces March 22 that it found Canada guilty of subsidizing its lumber industry and dumping products into
the U.S. at prices below their production cost, and sets
the final duty amounts at 29%. If the International Trade
Commission’s final vote is affirmative in May, duties will
go into effect.
APRIL 2002 — Canadian shippers are faced with a dutyfree period that begins in late April because the preliminary anti-dumping duty will expire. Traders anticipate
a flood of shipments of Canadian lumber into the U.S.
between late April and late May, when final duties would
go into effect. Sources in British Columbia revisit the idea
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of negotiating a solution, but the idea draws little support
in Eastern Canada. Commerce announces April 26 that
the duty amounts will be lowered to 27.2% from 29% due
to “ministerial errors.” The final CVD rate was changed to
18.8%, down from 19.3%, while the average anti-dumping
duty was lowered to 8.4% from 9.7%. Changes in the six
individual company anti-dumping rates also were announced. They were: Weyerhaeuser, 12.4%; Abitibi, 12.4%;
Tembec, 10.2%; Slocan, 7.7%; Canfor, 6.0%; and West
Fraser, 2.2%.
MAY 2002 — The U.S. International Trade Commission
votes 4-0 that lumber imports from Canada threaten material injury to the U.S. industry. The “threatened” ruling,
rather than a vote that lumber imports from Canada had
already caused material injury, means that bonds previously posted to cover preliminary duties will be forgiven.
The ITC’s decision was published in the Federal Register
May 22, and cash deposits to cover the 27.2% duties were
required as of that date. Reports are rampant that in the
duty-free period prior to May 22, Canadians shipped huge
volumes of lumber to the U.S. Divided opinions within
Canada over how to proceed in the lumber dispute with
the U.S. become more apparent. The B.C. industry is the
leading voice in trying to get the two countries back to
the negotiating table. Many in Eastern Canada are proponents of fighting the battle through appeals with the
WTO and NAFTA.
JUNE 2002 — Lumber traders who had expected a rash
of curtailment announcements following the imposition
of the 27.2% duties are disappointed. A smattering of
temporary shutdowns are announced, but no more than
typically happens this time of year in the market. Meanwhile, statistics show that Canadians did rush to ship
stock across the border before the duty took effect May
22. Canadian lumber shipments to the U.S. through April
are up 7% from the previous year, and hit a record for that
four-month period.
JULY 2002 — The World Trade Organization issues a
preliminary ruling that the U.S. should scrap or change
the Byrd Amendment. This U.S. law would distribute
money collected from the anti-dumping and countervailing duties to U.S. petitioners. The WTO also issues
its interim report on Canada’s appeal of the preliminary
determination in the countervailing duty case. Canada
declares the confidential report is a fundamental victory
for its case, while the U.S. claims a split decision. The
WTO rules that Canadian stumpage prices can be a subsidy, but the U.S. can’t use cross-border comparisons to
determine the level of subsidy.
AUGUST 2002 — U.S. and Canadian officials set up
plans to return to the negotiating table. Meanwhile, Canada accuses the Department of Commerce of knowingly
using faulty data to determine the CVD rate. Canadian
officials argue that the traditional conversion factor to
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change board feet (which U.S. production is measured by)
to cubic meters (which Canadian mills use) is no longer
valid. One Canadian official says if a revised conversion
factor is used the CVD rate could be reduced by as much
as 50%.
SEPTEMBER 2002 — U.S. trade officials make provinceby-province presentations, laying out what is required to
reduce or eliminate the CVD. Each bulletin details how
a province making certain changes to its forest policies
would be eligible for a changed circumstances review to
lower or eliminate its CVD. Meanwhile, lumber prices
continue to tumble and it becomes apparent that the
anti-dumping duty has an unintentional consequence.
Canadian producers increase their output to lower their
unit costs in hopes of having their AD duty lowered upon
review. Combined with higher production from U.S. mills
and increased imports from overseas, ramped-up output
from Canadian mills creates significant oversupply.
NOVEMBER 2002 — Weyerhaeuser CEO Steve Rogel
presents a proposal to jump-start negotiations between
the U.S. and Canada. Rogel’s solution calls for a halt to all
legal proceedings on both sides of the border by December 31, 2002, including collection of CVD and AD duties
and appeals filed by Canada with the WTO and NAFTA.
The plan calls for Canada to implement a sliding border
tax while negotiating changes to its log-pricing practices.
DECEMBER 2002 — A massive mountain pine beetle
outbreak in Interior British Columbia draws the attention
of many U.S. producers who feel Canadians are receiving
cheaper raw material. The Coalition for Fair Lumber Imports accuses the B.C. government of “flooding the market with bug-killed timber at a tiny fraction of value,” and
requests that the Department of Commerce investigate
and “offset any unfair trade with increased duties.” Talk
of U.S. and Canadian officials returning to the negotiating table heats up again. B.C. proposes a temporary border tax to replace the duties. The tax would increase to as
high as 17.5% as lumber prices drop, and would remain in
effect while both sides work toward a long-term solution.

2003
JANUARY 2003 — Commerce Undersecretary Grant Aldonas issues a 20-page policy bulletin to Canadian provinces, outlining the steps required to eliminate the 18.8%
countervailing duty. Under the proposal, a province
that does reform its stumpage system can then request a
changed circumstances review from Commerce. If that
review, which takes up to 270 days, reveals that necessary changes have been made, a province would have its
CVD revoked. Initial reaction to the proposal is warmest
in British Columbia, while officials in eastern provinces
show little optimism. However, all sides in the dispute
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agree to meet in Washington, D.C., January 31 for a meeting that develops into five days of “marathon talks.”
FEBRUARY 2003 — Negotiations between the U.S. and
Canada continue well into February as the two sides exchange proposals. A framework is discussed which would
establish an export tax that would function on a sliding
scale based on lumber prices. However, the two sides can’t
close a large gap between what each regards as an equitable tax level, and talks break off February 25. Sources
say the latest U.S. proposal calls for an export tax that
would average around 25%, while Canada’s proposal calls
for a tax that averages around 15%. Other key issues still
unresolved are the fate of the duties already collected and
whether Canada would continue its appeals before the
WTO and NAFTA. Progress is made on the drafting of
policy bulletins, which would outline the revisions each
province would need to make to its timber pricing policies to have the lumber duties revoked. However, some
issues are still unresolved with Quebec.
MAY 2003 — Negotiators from Canada and the U.S.
meet in Washington, D.C., to discuss a new U.S. proposal
that would use market share as the mechanism to decide
the level of a Canadian export tax. Two options were
included in the proposal. One would call for an export
tax of 25% when Canada’s market share is above 29%. The
tax would be 15% if Canada’s market share was 29% or
lower. Canada’s share of the U.S. lumber market has been
around 33% or 34%. Another option would tax shipments
on a sliding scale. At a 29% market share, the export
tax would be 18%. For each percentage point increase in
market share, the tax would increase 3 percentage points.
So at 30% market share, the tax would be 21%. Assuming a current market share of 33% or 34%, the tax would
be 30% and 33%, respectively. Canadian officials term
the new proposal “a no-go.” Meanwhile, the World Trade
Organization issues its final report on Canada’s challenge
of the countervailing duty. The report is confidentially
issued to each government, which prompts each side to
claim some sort of victory. Canada’s interpretation was
that it had won a fundamental victory, and that the WTO
declared its lumber industry is not subsidized. The U.S.
said the ruling meant Canada is subsidized, but the U.S.
used an improper method to determine the subsidy level.
JUNE 2003 — In an attempt to keep a dialogue going
with their American counterparts, Canadian trade officials offered a proposal that would use a quota system as
an interim solution to the softwood lumber dispute. The
proposal calls for Canada to collect a three-tiered export
tax on shipments to the U.S. that exceed 17 billion board
feet annually. The tax would be $25 per thousand board
feet on shipments between 17 billion and 18 billion feet;
$50 between 18 billion and 19 billion feet; and $100 after
19 billion feet. The Coalition for Fair Lumber Imports
drafted a counterproposal that seeks to reduce Canada’s
market share by 10%. It calls for a 13% export tax to be
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collected until Canada reached a 29.7% market share in
the U.S., which the Coalition estimates to be 15.8 billion
board feet. After that threshold is reached, Canadian
shipments would be taxed at a rate of $175 per thousand
board feet. Neither side found the other’s enticing enough
to forge an agreement.
JULY 2003 — A NAFTA panel rules that the anti-dumping duty on softwood lumber will stay in place, but the
rate may be lowered. The panel cited errors in the case,
and remanded it to the Department of Commerce, which
has 60 days to recalculate the 8.4% duty. Top government
trade officials from the U.S. and Canada issue a joint
proposal in another attempt to solve the lumber dispute.
It would allow Canada to ship 16.8 billion board feet into
the U.S. fee-free per year. Shipments from 16.8 bbf to 17.3
bbf would be subject to a $US50 per thousand tax that
would be collected in Canada. Shipments from 17.3 bbf
to 18.2 bbf would carry a $75 tax, and any volume over
18.2 bbf would be hit with a $125 tax. The proposal called
for the deal to last five years while provinces reform their
timber pricing policies. Any province that proved it had
reformed its policies adequately would be exempt from
the taxes. Of the more than $1 billion collected from the
duties, $150 million would be deposited in a fund for
marketing purposes, and the remainder split between the
countries. The U.S. industry rejected the proposal, and
talks once again broke off.

21

investigated are: Abitibi Consolidated, 11.9%; Canfor,
5.7%; Slocan, 8.8%; Tembec, 6.7%; West Fraser, 2.2%; and
Weyerhaeuser, 12.4%.
NOVEMBER 2003 — The Coalition for Fair Lumber
Imports issues a proposal to resolve the softwood lumber
dispute. The plan would allow Canada to ship to the U.S.
fee-free until it reached a market share of 30.5%. After
that quota is reached, a fee of $225 per thousand board
feet would be collected by the Canadian government. The
duties already collected would be split 50-50 between the
two sides after $25 million is allocated for joint marketing and monitoring of the agreement and $50 million
is split evenly for payment of past and future legal fees.
Weeks later, Canada issues a counterproposal that calls
for a fee-free quota up to a 32.0% share of the U.S. market,
with a $200 per thousand tax above that level. Canada’s
plan would have $25 million of the collected duties go to
a joint marketing fund. Of the remainder, 75% would go
to Canadian shippers (with interest) and 25% to the U.S.
Treasury. The two sides schedule a meeting for December
1 in Washington, D.C., to discuss the issue.
DECEMBER 2003 — The likelihood of a negotiated
settlement in the U.S.-Canada lumber trade dispute is
dealt a significant blow when Canada’s largest lumber
producer, Canfor, comes out against the settlement offer.
Canfor joins the ranks of large eastern producers such as
Domtar and Tembec, as well as the Montreal-based Free
Trade Lumber Council, as those who oppose a settlement.
Canada’s federal government says it is looking for “the
prevailing view from industry and the provincial governments” before deciding whether to accept the tentative
deal. Also, the U.S. International Trade Commission
(ITC) answers a remand from NAFTA by reaffirming its
earlier ruling that the U.S. lumber industry is threatened
with injury by imports from Canada.

AUGUST 2003 — A NAFTA panel issues its ruling on
Canada’s challenge of the countervailing duty. The crux of
the ruling is that in order to prove its allegations that the
Canadian lumber industry is subsidized, the U.S. must
prove the government provided a financial contribution,
that it was to a specific industry, and it provided a benefit
to that industry. NAFTA ruled the U.S. met its criteria on
the first two points, but the method used by the U.S. to
measure the benefit was “contrary to law.” The Department of Commerce was given 60 days to use a different
method to determine if Canadian stumpage rates conferred a benefit to the industry.

2004

SEPTEMBER 2003 — Another NAFTA panel issues a
ruling that catches some government and industry officials by surprise. The U.S. International Trade Commission had earlier ruled that the U.S. industry was
threatened with injury by Canadian lumber imports. But
NAFTA remanded the case to the U.S. on several points,
citing “extensive lack of analysis.” The U.S. is given until
December 15 to respond to NAFTA’s remand. A separate
NAFTA panel also grants the Department of Commerce
an extension, and gives it until January 12, 2004, to respond to the remand in the countervailing duty case.

JANUARY 2004 — After a NAFTA panel requires Commerce to use a different method to calculate the alleged
subsidies by Canadian producers, the CVD is lowered
from 18.8% to 13.2%. However, until the NAFTA process is complete, the CVD deposit rate remains at 18.8%.
Canada’s new international trade minister, Jim Peterson,
visits his U.S. counterparts in Washington. Peterson says
Canadian provinces can’t support the latest settlement
offer, but leaves the door open for negotiations. However,
talks remain on hold and attention shifts to the myriad
NAFTA decisions that approach.

OCTOBER 2003 — The U.S. Department of Commerce
answers a remand from a NAFTA panel, and lowers the
anti-dumping duty from 8.4% to 8.1%. The amended
AD duty rates for the six individual companies being

APRIL 2004 — Trade officials from the U.S. and British
Columbia meet to discuss a separate deal for that province. Since B.C. accounts for about half of Canada’s lumber shipments to the U.S. and has shown more interest in
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a negotiated settlement than other provinces, U.S. officials
explore the possibility of a separate deal. Nothing firm is
agreed to, however, and the settlement impasse continues.
In another trade development, a NAFTA panel remands
the injury case to the U.S. for a second time, saying the
ITC has not provided enough evidence to prove its case.
The injury case is especially key, because if the U.S. cannot prove that Canadian lumber imports threaten to
injure the U.S. industry, the U.S. cannot legally collect the
countervailing or anti-dumping duties.
MAY 2004 — The ITC takes the unusual step of responding to the NAFTA remand in the injury case by requesting that the panel reconsider its position. The ITC report
stated, “The (NAFTA) panel has manifestly and repeatedly overstepped its authority ...”
JUNE 2004 — The Department of Commerce announces
its preliminary review of the lumber duties, and cuts
the total duties to 13.2%. While the preliminary review
does not change the current duty deposit rate, it gives
Canadians hope for a reduction when the final review is
announced in December. After the ITC’s request for the
NAFTA injury panel to reconsider its position is rejected,
the ITC reaffirms its determination that Canadian imports threaten to injure the U.S. industry.
AUGUST 2004 — The lumber dispute continues to wind
through NAFTA decisions as Commerce responds to
a second remand in the CVD case by lowering the rate
from 18.8% to 7.8%. Instead of using cross-border price
comparisons that were applied originally, Commerce uses
Canadian log prices to determine subsidy levels. A key
decision is issued in the injury case when a NAFTA panel
orders the ITC to rule that lumber imports from Canada
don’t pose a threat of injury to the U.S. industry.
SEPTEMBER 2004 — The ITC reluctantly abides by the
NAFTA panel’s ruling, and declares that Canadian lumber imports do not threaten to injure the U.S. industry.
In a strongly-worded statement, the ITC said it disagreed
with the NAFTA panel’s view, and accused it of “overstepping its authority, violating the NAFTA, seriously departing from fundamental rules of procedure, and committing legal error.” The ruling gives Canada an important
victory in the injury case, although the U.S. has one more
avenue-of-appeal. It could request an Extraordinary
Challenge Committee a three-member panel of former
judges in the U.S. and Canada who review the decisions
made by NAFTA panels. Decisions from an ECC cannot
be appealed.
OCTOBER 2004 — The U.S. government announces its
intent to request an Extraordinary Challenge Committee
to contest the ruling by the NAFTA injury panel. The U.S.
requests the ECC on the grounds that the NAFTA panel
failed to follow U.S. law regarding findings by the ITC,
forbade the ITC from considering additional evidence,
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and ventured outside its authority by ordering the ITC to
reverse its finding. The U.S. also contends that a NAFTA
panelist served in violation of ethics rules. U.S. industry
officials acknowledge that they face an uphill battle, as no
ECC has ever overturned a NAFTA decision.
NOVEMBER 2004 — The U.S. formally requests an
ECC in the injury case in late November. The process is
designed to be completed in 90 days, but trade officials
say it often takes up to four months before a decision is
rendered. Officials from both countries expect a decision
in the case to come in March 2005.
DECEMBER 2004 — The U.S. Department of Commerce
announces its first final administrative review, and lowers
duties on lumber shipments from Canada to the U.S. The
CVD was lowered from 18.8% to 17.2%, while the “all other” AD rate dropped from 8.4% to 4.0%. While the total
duty reduction from 27.2% to 21.2% brought some relief
to Canadians, it surprised many who expected a much
sharper drop in duties. The CVD and AD totals of 21.2%
represent the actual rate of cash payment that is required
for shipments made from May 2002 through March 2003.
Canada is expected to appeal the administrative review.
Regarding the Extraordinary Challenge Committee that
is looking into the NAFTA panel’s decision in the injury
case, Canada wins a coin flip and will seat two members
on the three-person panel to one American.

2005
JANUARY 2005 — The decision from the Extraordinary
Challenge Committee in the injury case is delayed as the
U.S. is slow to name its panelist. A decision likely won’t
come until April, barring further delay. The two sides
debate the importance of the ECC ruling. U.S. sources say
the Department of Commerce doesn’t have authority under U.S. law to return the more than $US3 billion in duty
funds if the U.S. loses the ECC case. They say any duty
refund could only come through a negotiated settlement.
Canadian officials denounce that position.
FEBRUARY 2005 — For the first time since late 2003,
U.S. and Canadian government officials meet to discuss
a possible negotiated solution to the softwood lumber
dispute. The talks are described as “very preliminary.”
However, the possibility of Canada installing a border tax
in place of the current duties is discussed. Citing “ministerial errors” in the calculations of the CVD and AD announced after the administrative review, the Department
of Commerce lowers the CVD from 17.2% to 16.4%, and
the AD from 4.0% to 3.8%.
MARCH 2005 — Canada sends a proposal to the U.S. to
gauge interest in resuming negotiations. The framework
of the proposal calls for Canada to impose an unspecified
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export tax to replace the duties, and requires a full refund
of the duties collected. The export tax could be reduced
or eliminated on a province-by-province basis as timber
policy reforms are implemented. Trade officials from both
countries meet in Toronto to discuss the proposal, but
little substantive news emerges. On the litigation front, a
decision from the ECC is further delayed, and a final ruling isn’t anticipated until August.

another lawsuit in the U.S. Court of International Trade
seeking the refund of duties collected.

APRIL 2005 — Government and industry officials from
the U.S. and Canada meet in Chicago in early April, but
the talks remain preliminary in nature. The meeting
focuses on the structure of a settlement, but is light on
specifics. Canada noted a preference for a fixed export tax
rate, while the U.S. advocates a tiered tax that would be
tied to movement in lumber prices. The two sides plan to
meet again in Calgary later in the month, but those plans
are scuttled. A spokesman for the Coalition for Fair Lumber Imports notes the group’s anger over an announcement that Canada’s federal government was planning to
send $C20 million to softwood lumber industry associations to help in the legal fight against the U.S. Plans to
meet again are put on hold, and no new negotiation dates
are announced.

OCTOBER 2005 — A NAFTA panel ruling on the CVD
case says the Department of Commerce erred in its calculation of the CVD, and orders it to adjust the figure
again. Commerce had already reduced its CVD calculation to 1.2% after an earlier NAFTA remand. Canada
contends that if Commerce follows NAFTA’s instructions,
the CVD rate will fall below 1%, which would require the
U.S. to revoke the CVD order. Faced with an October 28
deadline to respond to NAFTA, Commerce instead files a
motion on the due date seeking clarification of the panel’s
ruling.

MAY 2005 — Prospects for the two sides reaching an
accord grow dimmer when Canada files a lawsuit challenging the Byrd Amendment in the U.S. Court of International Trade. The lawsuit is filed in the middle of the
countries’ first face-to-face negotiations in more than a
year. For the fourth time since Canada challenged the
legality of the countervailing duty, the case is remanded
from a NAFTA panel to the Department of Commerce.
The U.S. agency is given 45 days to revise its calculation of
the CVD.
JULY 2005 — U.S. and Canadian trade officials meet in
Washington, D.C., and release a joint statement calling
the talks “constructive.” However, details regarding any
progress toward a negotiated settlement are lacking. The
two sides announce plans to meet again in Ottawa in
August.
AUGUST 2005 — NAFTA’s Extraordinary Challenge
Committee rules that the U.S. lumber industry is not
threatened with injury by Canadian lumber imports. In
order to legally collect duties, the U.S. has to prove that
its industry is threatened with injury. However, the U.S.
continues collecting duties because in a separate case
before the World Trade Organization, there remains a
ruling which declares that the U.S. industry is threatened
with injury. U.S. officials say they will continue collecting
duties based on this WTO decision. Canadian officials
accuse the U.S. of failing to live up to its international
responsibilities, and cancel a meeting scheduled between
the two countries. Canada threatens to impose retaliatory duties on U.S. products shipped to Canada, and files

SEPTEMBER 2005 — The Coalition for Fair Lumber
Imports files a case in the U.S. Court of Appeals challenging the constitutionality of NAFTA’s dispute settlement
system. Spokespersons from both governments come to
the defense of NAFTA, which was enacted in 1994.

NOVEMBER 2005 — The NAFTA panel denies Commerce’s request for clarification, and orders it to respond
by November 23. Commerce issues its fifth remand determination in the CVD case, and drops its subsidy calculation to 0.8%, which puts the CVD in jeopardy. Any rate
that is less than 1% is declared de minimis, which means
under U.S. law that Commerce must revoke the CVD
order. However, further challenges and appeals will likely
delay any decision for months.
DECEMBER 2005 — Emotions hit a boiling point in the
dispute as Canada announces a $C1.5 billion aid package
for its forest products industry. U.S. industry officials are
outraged that Canada announced the aid package just
days after Commerce dropped its subsidy calculation below 1%. Canadian officials are equally critical of the U.S.
for continuing to collect the duties. Commerce announces its second administrative review of the duties, and the
combined CVD and AD rates fall from 20.2% to 10.8%.
The new rates cover shipments of softwood lumber from
Canada to the U.S. from May 1, 2003 through April 30,
2004, and also represent the new assessment rate going
forward. In other developments late in the year, the Coalition for Fair Lumber Imports challenges Commerce’s
decision to lower the subsidy calculation in the CVD case
below 1%. A NAFTA panel will have until February 20 to
rule on the challenge. Also, the U.S. Senate voted 51-50
to approve the budget reconciliation bill, which includes
language that would repeal the Byrd Amendment after
October 1, 2007.

2006
FEBRUARY 2006 — Stephen Harper is elected Prime
Minister of Canada, and promises a new level of
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cordiality in relations with the U.S. Lumber traders wait
to see how the political change affects the lumber trade
dispute, especially since former Canfor CEO David Emerson is named Minister of International Trade. The NAFTA panel reviewing the final CVD determination delays
its ruling until March 17.
MARCH 2006 — A NAFTA panel denies a challenge
filed by the Coalition for Fair Lumber Imports, which was
fighting to keep the CVD in place. The U.S. government
has until late April to decide whether to request an Extraordinary Challenge Committee in the case. If an ECC
is not requested, the U.S. would be required to revoke the
CVD order. The anti-dumping duty, which represents
2.1% of the 10.8% duty total, was not affected by this decision. A spokesperson for the U.S. government says that
even if the CVD order is revoked, the U.S. would not be
required to return the duty money to Canada. The U.S.
position is that the duties could only be refunded as part
of a negotiated settlement. At a North American summit meeting in Cancun, Mexico, in late March, President
Bush and Prime Minister Harper announce that the two
countries will look into the possibility of returning to
negotiations in the softwood dispute.
APRIL 2006 — Trade officials begin preliminary discussions to see if a settlement in the lumber dispute is possible. Canada’s International Trade Minister David Emerson describes April 27 as “a very important date,” because
that is the deadline when the U.S. has to announce if it
will request an Extraordinary Challenge Committee in
the CVD case. On the eve of that deadline, Canada and
the U.S. announce they have reached a tentative sevenyear agreement, with an option for two additional years.
The deal calls for the U.S. to revoke softwood duties, and
for Canada to implement border measures. Taxes ranging
from 5-15% and/or quotas on Canadian shipments to the
U.S. would kick in when the Random Lengths Framing
Lumber Composite Price is at $355 or lower. Each province is allowed to choose whether they will pay taxes only,
or a lower tax combined with a quota. Of the estimated
$US5 billion collected since the duties were implemented
in May 2002, $4 billion would be refunded to Canadian
shippers and $1 billion would stay in the U.S., with half of
that going to members of the Coalition for Fair Lumber
Imports. Officials estimate the deal will take two to three
months to finalize all the details. Duties will continue to
be collected until a final agreement is signed.
JULY 2006 — Government negotiators continue to work
toward finalizing the U.S.-Canada lumber agreement, but
obstacles still have to be cleared before it is finalized. Most
of the framework has been agreed to, but sticking points
such as a termination clause are still being negotiated.
The fate of the SLA is further muddied when a U.S. court
rules that the U.S. can’t legally collect duties on lumber
shipped from Canada. The U.S. threatens to appeal the
ruling from the U.S. Court of International Trade, and a
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Canadian government spokesman says Canada plans to
move forward with the negotiated settlement.
AUGUST 2006 — The tentative lumber deal appears in
jeopardy due to growing complaints in Canada about
terms of the settlement. After meeting with Canadian
CEOs, International Trade Minister David Emerson is
optimistic that the deal will be finalized. Canadian Prime
Minister Stephen Harper announces in late August that
the agreement has received “a clear majority of support
from companies in all regions.” Harper plans to put the
SLA before Parliament in September for approval, and
hopes to have it in place by October.
SEPTEMBER 2006 — Trade officials from Canada
and the U.S. sign the Softwood Lumber Agreement on
September 12, and hope to have it in effect by October
1. Instead of facing a 10.8% duty on lumber shipments,
Canadian suppliers will pay an export tax ranging from
5-15%, depending on which option each province chooses. The agreement is scheduled to last seven years, with an
option for two additional years. However, there is a clause
that would allow either country to opt out of the deal after
two years. On the eve of the expected implementation of
the deal, Canada announces it may be delayed. One prerequisite of the deal is that all Canadian companies that
have filed lawsuits against the U.S. related to the lumber
dispute must withdraw the litigation. Some companies
have yet to pull their lawsuits, leading to a delay.
OCTOBER 2006 — After some last-minute amendments are ironed out, the Softwood Lumber Agreement
is implemented October 12. All provinces covered under
the SLA will pay a 15% tax for the remainder of 2006
unless the Random Lengths Framing Lumber Composite
Price monthly average rises to $316 or higher. All covered provinces are charged under Option A. In January
2007, Option B is scheduled to be available to provinces
that choose to have a smaller tax combined with a quota
restriction. The agreement began with plenty of angst,
as Canadians got word a day after the SLA was implemented that the U.S. Court of International Trade ruled
that Canada should be refunded the full amount of the
duties. Because the SLA had already been signed, the
ruling was considered moot. The B.C. Coast, B.C. Interior, and Alberta announce that they will select Option
A, which has a higher tax but no quota. Mills in Quebec,
Ontario, Manitoba, and Saskatchewan choose Option B,
which Canada says it will be ready to implement in January 2007. Because the provinces that chose Option B will
begin paying the higher tax amount, they will receive a
refund of the difference between the taxes under Options
A and B.
DECEMBER 2006 — The Canadian government releases
lumber shipment data for November, the first full month
since the SLA went into effect October 12. Only Ontario,
which shipped 98.3% of its quota allotment, comes close
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to shipping the monthly volume to the U.S. that it is
allowed.

2007
JANUARY 2007 — The B.C. Ministry of Forests and
Range sends a notice to producers in the province warning that the B.C. Interior “is at risk of surging in January.”
Using data received from the Department of Foreign
Affairs and International Trade, the B.C. government
warns that if Interior producers continue to ship at the
same average daily rate as they have through January 24,
month-end shipments will be about 99% of the adjusted
surge trigger. If the surge trigger is exceeded, the 15%
export tax would increase to 22.5% retroactively for January. By the end of the month, DFAIT updates its shipment
data, which shows that no producing regions in Canada
are at risk of hitting the surge trigger in January. Much of
the confusion appears to be based on how the surge trigger is calculated. The monthly allowances are figured in
part by U.S. consumption data. Whether an adjustment
factor is applied to calculate the surge trigger has been
debated by the U.S. and Canada. Based on the shipment
figures released, it appears Canada will not use the adjustment factor.
MARCH 2007 — Quebec and Ontario introduced aid
packages to benefit their forest industries. U.S. officials
complain to Ottawa that provincial aid efforts put Canada
at risk of violating the Softwood Lumber Agreement. U.S.
officials also claim that Canadian lumber export data to
the U.S. is inaccurate. They say if U.S. consumption levels were adjusted as instructed in the SLA, that the B.C.
Interior would have exceeded its surge trigger in January,
and Ontario and Quebec would have exceeded their allowable quota volumes for that month. Canadian officials
argue that the adjustment factor does not apply to Option
A provinces, and that it won’t apply to Option B provinces until the third quarter of 2007, at the earliest. If the
two countries can’t resolve the dispute, the issue could be
taken to the London Court of International Arbitration
for a binding ruling.
APRIL 2007 — U.S. and Canadian officials hold formal
consultations in Ottawa in an effort to iron out their differences in the implementation of the Softwood Lumber
Agreement. It appears that little headway is made in the
dispute. U.S. officials indicate that if their grievances are
not resolved they may request a binding ruling before the
London Court of International Arbitration in May. If the
case goes before the LCIA, a decision would not be expected until early 2008.
AUGUST 2007 — U.S. officials request a binding ruling from the London Court of International Arbitration,
alleging that Canada is failing to live up to the Softwood
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Lumber Agreement. The two countries differ on their
interpretations of the so-called “surge mechanism,” which
increases taxes and decreases quota allotments when certain criteria are met. The U.S. argues that Canada has not
collected enough taxes under the SLA, and has allowed
too much lumber to ship to the U.S., according to the
quota. If the London court finds that Canada has violated
the SLA, it would have the authority to increase the export taxes on lumber shipments to the U.S. and/or reduce
the quota volumes allowed by provinces operating under
Option B of the agreement.
SEPTEMBER 2007 — U.S. officials decide to seek two
separate panels through the London Court of International Arbitration. The first will rule on whether Canada
failed to cap its export volumes or properly apply an import surge mechanism. A second panel will be requested
to rule on U.S. allegations that the provinces of Ontario
and Quebec assisted its lumber industry through programs that violate the SLA, but the U.S. has not yet formally requested that panel. A panel of three arbitrators
will be selected to rule on each dispute. A ruling from the
first panel is expected in early 2008.

2008
JANUARY 2008 — The U.S. files its second arbitration
case with the LCIA, alleging that Ontario and Quebec
provided subsidies to their lumber industries that violate
terms of the SLA. After arbitration is requested, there is
an approximately two-month process to select the arbitrators. Then the tribunal is to issue its decision within six
months. In a separate development, U.S. officials sent a
formal letter to Canadian officials, expressing concern
about the proposed creation of a $1 billion Community
Development Trust, which includes aid to Canada’s forestry sector.
MARCH 2008 — The London Court of International
Arbitration issues a split decision in a case in which the
U.S. accused Canada of failing to properly implement
the Softwood Lumber Agreement. The three-person tribunal ruled that B.C. and Alberta did not violate terms
of the SLA. The U.S. accused those provinces of failing
to increase the tax they pay on lumber shipments to the
U.S. when volumes hit a certain trigger, the so-called
“surge mechanism.” However, the LCIA ruled that eastern
provinces failed to properly implement their quota allocations during the first six months of 2007. The LCIA will
no determine how much those provinces’ quotas will be
reduced, and over what period of time.
MAY 2008 — Shippers in Alberta are notified that they
will be required to pay additional taxes for lumber they
sent to the U.S. in March 2007. The Canada Revenue
Agency issued a notice that Alberta exceeded the monthly
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trigger volume for that month. Some permits for exports
from Alberta were attributed to another region, and when
the totals were corrected, Alberta had exceeded the allowable volume. A 7.5% additional tax will be added to the
current 15% rate for that month.
OCTOBER 2008 — A pending decision in the softwood lumber dispute is delayed by the LCIA, which has
asked both governments for another brief in the issue
over quota shipments from eastern provinces to the U.S.
Sources who are following the case say it will likely be the
end of December or early 2009 before a final decision is
announced.

2009
JANUARY 2009 — The lumber trade dispute between the
U.S. and Canada heats up again following an announcement from British Columbia that the government is
lowering the rate it charges companies to harvest trees on
Crown land in the Coast region. The new stumpage rate
on the Coast will average less than $5 per cubic meter, or
about 70% lower than was charged a year ago.
FEBRUARY 2009 — An LCIA tribunal rules that because
Quebec, Ontario, Manitoba, and Saskatchewan violated
terms of the Softwood Lumber Agreement, an additional
10% export tax will be added to the 5% currently being
paid until $C68.26 million has been collected. The LCIA
had previously ruled that those four provinces failed to
properly calculate their quotas during the first six months
of 2007.
APRIL 2009 — Instead of implementing a prescribed
10% additional tax on lumber shipments from eastern
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provinces to the U.S., Canada offered a lump sum payment to the U.S. government of $C46.7 million. An international tribunal had directed Canada to impose the
additional tax until $C68.26 million had been collected.
The U.S. government rejects Canada’s offer, and implements an immediate 10% duty on lumber shipments from
the four eastern provinces. It will remain in place until
$US54.8 million has been collected, which is the equivalent of $C68.26 million at the time of the ruling. Canada
challenges the U.S.-imposed duty, and asks the LCIA for
further clarification on the case.
SEPTEMBER 2009 — The LCIA rules that Canada’s offer
to pay the U.S. government $C46.7 million did not cure
its breach of the Softwood Lumber Agreement. Canada
can either collect its own 10% tax on shipments from the
affected provinces or allow the U.S. to keep collecting the
additional 10% tax.

2010
APRIL 2010 — For the first time since the Softwood
Lumber Agreement went into effect in October 2006, the
tax rate that Canadians pay on lumber shipments to the
U.S. will drop in May. When the monthly average of the
Random Lengths Framing Lumber Composite Price is
$315 or less, the highest tax levels are assessed. The average for the four weeks that determine the May tax rate is
$325. For B.C. and Alberta, the tax rate falls from 15% to
10%. Shippers in Quebec, Ontario, Manitoba, and Saskatchewan see tax rates drop from 15% to 13%.
MAY 2010 — The rally in lumber prices jumps the Random Lengths Framing Lumber Composite Price to a
high enough level to rescind the tax and quotas for June.
This gives an advantage to western mills, because eastern
provinces will still have to pay the 10% penalty tax for
not properly calculating their quotas during the first six
months of 2007. The four weeks of the FLCP used to determine the June tax rate (April 16–May 7) averaged $361,
the highest since the SLA’s inception.
JUNE 2010 — Canadian softwood lumber shipments to
the U.S. during June totaled 971 million board feet, up
from 690 mmbf in May and the largest shipping month
so far of the year. Canadian producers were exempt
from export taxes and quotas for the month because of
an earlier surge in lumber prices that triggered the first
monthly exemption since the SLA took effect in 2006.
Eastern provinces still had to pay the 10% penalty tax for
not properly calculating their quotas during the first six
months of 2007.
SEPTEMBER 2010 — U.S. trade officials mull whether
to launch formal consultations with Canada regarding
timber pricing practices in British Columbia. Sen. Max
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Baucus, D-Mont., wrote U.S. Trade Representative Ron
Kirk that “the provincial government of British Columbia
is selling government-owned timber used for softwood
lumber production at fire sale stumpage prices.” U.S. and
Canadian trade officials have met about this issue, but the
U.S. has yet to seek formal consultations under provisions
of the SLA.
OCTOBER 2010 — U.S. Trade Representative Ron Kirk
announces that the U.S. is requesting consultations with
Canada regarding “the apparent unfair under-pricing of
timber harvested from public lands in the Interior region
of British Columbia.” If the two countries cannot resolve
this dispute within 40 days, the U.S. can seeking a binding decision from the London Court of International
Arbitration. If the U.S. takes this case before the LCIA, it
will be the third time under the SLA.
NOVEMBER 2010 — It appears that the U.S. and Canada
will be headed to arbitration for the third time under the
SLA after no apparent settlement is reached after the 40day consultation period between the two countries. The
U.S. is allowed to seek a binding decision from the LCIA
anytime after November 17, but had yet to seek such a
decision by the end of the year.

2011
JANUARY 2011 — Consultations in an effort to settle
longstanding differences between the U.S. and Canada
regarding the B.C. stumpage system prove futile, and U.S.
officials announce they are taking the case to the London
Court of International Arbitration. The crux of the issue
involves U.S. officials’ contention that B.C. is incorrectly
assigning public timber to salvage grade 4, and then selling it to lumber producers at a fixed rate of 25 cents per
cubic meter in violation of the SLA. B.C. officials contend
that they have not violated the SLA, and that the province’s practices and procedures involving timber sales
were grandfathered into the SLA. In a separate case under
the LCIA that was filed in 2008, the arbitration panel
rules that Quebec and Ontario implemented certain programs that violated the SLA, and additional export charges of 2.6% and 0.1% for Quebec and Ontario, respectively,
would bring them into compliance.
JULY 2011 — The 10% penalty tax paid by Eastern Canadian lumber producers on exports to the U.S. expires on
July 1. Producers in the four eastern provinces covered
under the SLA have been paying the tax since April 2009
to cover a $C68.26 million penalty imposed by the LCIA.
The court ruled that Canada did not properly calculate
quotas for those provinces during the first six months of
2007.
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NOVEMBER 2011 — The expiration of the 2006 Softwood Lumber Agreement is still two years away, but
preliminary discussions are under way between U.S. and
Canadian officials to extend the agreement for two years.
The original seven-year agreement expires in October
2013, but negotiated into the deal was the possibility of
extending it to October 2015. Meanwhile, Canada submits
its defense in the $C500 million case filed by the U.S.
alleging that Canada violated the SLA through its timber
pricing policy in the B.C. Interior. Canada’s 207-page
defense chiefly revolves around the impact of the mountain pine beetle infestation. A hearing before the LCIA is
scheduled for February 2012.

2012
JANUARY 2012 — Even though the Softwood Lumber
Agreement hasn’t been without its challenges, U.S. and
Canadian government officials were apparently happy
enough with it that they agreed to extend its expiration
until October 2015. The original deal was a seven-year
pact, but featured a two-year extension if both sides
agreed.
FEBRUARY 2012 — The U.S., acting on new information and adjustments to previous calculations, lowers its
alleged subsidy that it says sawmills in the B.C. Interior
received from the mispricing of sawtimber in violation
of the SLA. The adjustments reduce the alleged subsidy
from $C499 million to $C303.6 million. The U.S. is asking the LCIA to remedy the alleged breach of the SLA by
imposing an additional export charge of 8.2% on exports
from the B.C. Interior, until $C303.6 million has been
collected.
MAY 2012 — For only the fourth time since the SLA
was signed in 2006, the monthly tax rates on Canadian
lumber shipments to the U.S. will be reduced. Because the
four-week average of the Random Lengths Framing Lumber Composite Price from April 20-May 11 was $321, the
tax on shipments from B.C. and Alberta will be reduced
from 15% to 10%, beginning June 1. The tax on eastern
provinces will drop from 5% to 3%.
JUNE 2012 — The run-up in framing lumber prices results in Canadians paying an even smaller tax on their
shipments to the U.S. during July. The FLCP four-week
average was $343 in the applicable weeks, which reduces
the tax from B.C. and Alberta to 5% in July. The tax on
eastern provinces falls to 2.5%.
JULY 2012 — The London Court of International Arbitration rules that B.C.’s timber-pricing system did not
violate the SLA, so no additional charges will be added
to the export taxes paid by producers in that province.
Details of the ruling have not yet been released. All LCIA
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decisions are final, and cannot be appealed. In another
development, the amount of tax Canadians will pay in
August on lumber shipments to the U.S. will rise, but not
to the highest levels allowed under the SLA. The FLCP
four-week average was $323 in the applicable weeks,
which means the tax on shipments from B.C. and Alberta
rises from 5% to 10%, and the tax on eastern provinces
rises from 2.5% to 3%.

JUNE 2013 — By the slimmest of margins, Canadians
will still be able to ship lumber to the U.S. tax-free in July.
According to terms of the SLA, there is no tax or volume
quota in place if the four-week average of the Random
Lengths Framing Lumber Composite Price is higher than
$355. For the period that determines the July tax, the
average was $356. Canadians have been able to ship to the
U.S. tax-free from all provinces since December 2012.

AUGUST 2012— The LCIA releases a 132-page document, detailing its ruling on the B.C. stumpage pricing
case. In explaining its ruling on each of the U.S. allegations, the LCIA either ruled that it could not find a direct
link between any action by the Canadian or B.C. government to a violation of the SLA, or that a policy was grandfathered into the SLA, and therefore not a violation.

JULY 2013 — In August, Canadian softwood lumber producers will be subject to taxes on exports to the U.S. for
the first time since last December. Western provinces will
pay a 10% tax during the month, while Ontario and Quebec exporters will pay a 3% charge and will be subject to
volume restrictions as prescribed by the SLA. The export
taxes will be in effect as a result of lumber prices falling
through much of the second quarter.

DECEMBER 2012 — Rising levels of the Random
Lengths FLCP have resulted in lower taxes on shipments
from Canada to the U.S. and an increase in those shipments. According to figures tracked by Foreign Affairs
and International Trade Canada, daily shipments tend
to spike toward or above 40 million board feet when the
tax on Western Canadian shipments falls to 0-5% (and to
0-2.5% for eastern provinces). The tax goes to zero when
the four-week average of the FLCP is higher than $355.
Daily shipments tend to range from 32-35 million feet
when the composite is around $250, and climbs into the
upper 30s when the composite tops $300. For the second
time since the Softwood Lumber Agreement was signed
in 2006, Canadians will be allowed to ship tax-free to the
U.S. in January.

AUGUST 2013 — Framing lumber prices have rebounded
from their second-quarter collapse, but not enough to
eliminate the tax on Canadian exports to the U.S. in September. During the month, exports from western provinces will be assessed a 5% tax, while suppliers from eastern provinces will face a 2.5% tax, plus quota restrictions.

2013
JANUARY 2013 — More than six years after the SLA
went into effect, traders have seen both extremes of the
accord’s tax structure. When it comes to the architects of
the agreement — the governments from both countries —
there is clear agreement. Government officials from both
sides agreed to extend the SLA until October 2015 well
ahead of its original expiration. When it comes to traders
who are directly affected by the SLA, opinions are mixed.
MARCH 2013 — Less than a year after winning an arbitration case involving its timber policies, British Columbia has again drawn the ire of the U.S. Lumber Coalition. As part of its 10-year forest inventory plan, B.C.
announced changes to its log export policy. The Coalition
contends that log export restrictions insulate B.C. lumber
mills from world market prices for logs, and allow them
to pay below-market prices. The Coalition believes the
policy change could be in violation of the SLA, and has
raised the issue with U.S. government officials.

OCTOBER 2013 — Canadian producers will once again
enjoy tax-free shipping to the U.S. in November, ending
a three-month string when taxes were required. Lumber
price gains pushed well past the threshold required under
the SLA to achieve zero-tax status. A review of Canadian
shipments to the U.S. shows that average daily shipments
have ranged from 31-39 million board feet in months in
which a tax of 10% or 15% has been in effect. In months
in which the western province tax was either 5% or zero,
average daily shipments have ranged from 40-49 mmbf.
DECEMBER 2013 — For the 10th time in the last 13
months, Canadians will pay zero taxes and face no quota
restrictions on softwood lumber shipments to the U.S. in
January. The applicable four-week average of the Random
Lengths Framing Lumber Composite Price to determine
the January tax was $396. Any average higher than $355
results in zero taxes for the month.

2014
APRIL 2014 — Canadian lumber mills have enjoyed a
zero base tax on shipments to the U.S. since last November, and for the first time since 2011 eastern provinces
will not pay a penalty tax either. The London Court of
International Arbitration assessed a 2.6% tax on producers in Quebec and a 0.1% tax on Ontario mills in 2011
when it ruled the provinces provided illegal subsidies to
producers. The LCIA expected $59 million to be collected
in penalty taxes by the time the SLA was originally scheduled to expire in October 2013. Even though only about
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$20 million was actually collected by that time, the LCIA
ruled late last month that the penalty taxes should have
ended in October 2013, and all taxes collected since then
would be returned.
MAY 2014 — For an unprecedented eighth straight
month, Canada will not have a base tax on lumber shipments to the U.S. The applicable four-week average of the
Random Lengths Framing Lumber Composite Price to
determine the June tax rate was $368. The last time Canadians were required to pay the base tax was in October
2013, which is the longest tax-free stretch since the Softwood Lumber Agreement was signed in October 2006.
SEPTEMBER 2014 — The U.S. Lumber Coalition tells
attendees at an industry meeting in Portland, Ore., that
the group is opposed to the Softwood Lumber Agreement
being extended in its current form. The Coalition cites
shifting cost factors and a lack of confidence that the current agreement can be enforced equitably as the reasons
for its objections. They urge both countries to begin negotiations on a new deal.
OCTOBER 2014 — With one year to go before the expiration of the Softwood Lumber Agreement, the string
of zero-tax months for Canadian lumber shipments to
the U.S. hits 13 months. It is the longest current zero-tax
streak, and is the 20th month out of the last 23 with no
taxes.

2015
FEBRUARY 2015 — The expiration of the Softwood
Lumber Agreement is still eight months away, but chatter
has already begun about whether a new agreement can be
reached, and if so, when. Most Canadians are in favor of
re-signing the current agreement with few, if any, alterations. The U.S. Lumber Coalition, which represents much
of the U.S. industry, says rubber-stamping the current
SLA is a nonstarter. If the SLA expires in October without
a new agreement in place, no trade cases can be filed for
at least a year.
APRIL 2015 — By the slimmest possible margin, Canadians will retain the same tax levels in May as they are
currently paying in April. Shippers in B.C. and Alberta
will pay a 5% tax on lumber shipments to the U.S., while
those in Quebec, Ontario, Manitoba, and Saskatchewan
will pay 2.5% plus face quota restrictions.
MAY 2015 — For the first time since August 2013, the
tax under the Softwood Lumber Agreement hit 10% for
Western Canadians. Since the inception of the SLA, the
monthly tax level has been at 10% or 15% for 73 months
out of a total 104. However, since January 2013, Canadian
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exporters to the U.S. have operated under a zero tax 24
months out of a total 29.
JUNE 2015 — With the SLA set to expire in October after
nine years, it doesn’t appear serious negotiations between
Canada and the U.S. are underway to sign a replacement
agreement. A section of the SLA stipulates that after it
expires on October 12, no lumber trade cases can be filed
for at least one year. Many Canadians have said they
would be amenable to renewing the SLA in its current
form. The U.S. Lumber Coalition, which represents much
of the U.S. industry, is against rubber-stamping the SLA.
In other SLA news, producers and secondary suppliers
in Saskatchewan report a “race to the border” amid a
squeeze in quota. Suppliers say they expect to hit their cap
on quota in mid-June, at which time shipping to the U.S.
will come to a halt.
JULY 2015 — Traders widely expect Western Canadian
producers to resume shipping to the U.S. in earnest in
August, when the SLA tax falls to 5% from 15% in July.
But there’s another driver making the U.S. market look
more attractive to Canadian producers in August: currency exchange. The Canadian dollar per one U.S. dollar
recently rose to $C1.30, after having hovered in a $C1.211.26 range through much of the year to date. Since trading near par in early 2013, the loonie per one greenback
has been on a steady climb.
AUGUST 2015 — With the expiration of the Softwood
Lumber Agreement only two months away, it appears
unlikely that negotiations toward a new agreement will
happen in the short term. There are no signs any serious
negotiations are currently taking place, and it’s unlikely
any negotiations will happen until after Canada’s federal
election, scheduled for October 19.
SEPTEMBER 2015 — Speculation about a possible extension of the SLA makes the rounds in lumber markets,
but no credible sources have indicated that either side is
angling toward that end. Canadian sources report there
have been informal discussions regarding a path forward,
but goals and expectations widely differ among producers
within the various provinces. The current agreement calls
for a one-year standstill in which no litigation may be
filed after expiration.
OCTOBER 2015 — The nine-year Softwood Lumber
Agreement expires on October 12, and Canadians no longer face taxes or quota restrictions on lumber shipments
to the U.S. Many traders anticipated that lumber prices
would weaken upon the SLA’s expiration, but markets rally instead. Many buyers stayed out of the market in early
October, and the need to buy jolted the market into action
in mid-October. In regards to trade negotiations, some
traders wonder if the trend toward Canadian ownership
in the U.S. will carry some weight in discussions. The
U.S. Lumber Coalition is emphatic that its legal standing
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to petition the U.S. Commerce Department to file a new
case is secure despite the fact that Canadian ownership of
U.S. sawmills is now up to about 40. Canada elects a new
prime minister as Justin Trudeau unseats Stephen Harper.
NOVEMBER 2015 — As U.S. officials prepare for the
Thanksgiving break, little has happened in the softwood
lumber file as Justin Trudeau begins his reign as prime
minister of Canada. No official negotiations toward a new
softwood lumber accord have been scheduled. Some in
Western Canada reiterate their desire for an agreement
similar to the previous SLA, while Quebec pushes its case
for exemption from further lumber taxes and/or quotas.
The U.S. Lumber Coalition believes the 2006 SLA is outdated due to the evolution of global timber and lumber
markets, and would like to see a revised agreement.

2016
FEBRUARY 2016 — Canadian Prime Minister Justin
Trudeau is scheduled to visit the White House in March.
Softwood lumber is scheduled to be part of the agenda
during the visit. Several factors may be on the table when
official talks begin toward a new SLA. Currency exchange
rates could be included as part of the discussions, as well
as potential caps on imports, changes to the previous tax
structure, protection against import surges, and other
factors.
MARCH 2016 — Optimism for the U.S. and Canada
negotiating a new Softwood Lumber Agreement gained
steam when Canadian Prime Minister Justin Trudeau
visited the White House March 10. Trudeau and President
Obama instructed trade officials from both countries
to explore all options for solving the trade dispute, and
report back within 100 days. Neither side can file a new
trade case until October. So trade officials have plenty to
do in working through what Canada’s international trade
minister called “the fiendish complexity” of the softwood
lumber issue.
MAY 2016 — Negotiators from the U.S. and Canada met
in Ottawa May 26, and it appears that talks toward reaching a new accord between the countries are still in the
preliminary stages. The leaders of both countries were
hoping to see progress on the softwood lumber dispute
before they met in Ottawa June 29 for the so-called Three
Amigos Summit that includes Mexico’s president. Spokespersons from each country issued statements that made it
clear that progress has been difficult to this point.
JULY 2016 — In a joint statement issued by President
Obama and Prime Minister Trudeau following a meeting
in Ottawa in late June, softwood lumber talks between
the countries are termed “challenging but productive.”
Although they agree that significant differences remain

30

Questions? Call or write!
Random Lengths Publications, Inc.
P.O. Box 867, Eugene, OR 97440-0867
Ph: (541) 686-9925 | Fax: (541) 686-9629
Toll-Free in U.S. and Canada:
Ph: (888) 686-9925 | Fax: (800) 874-7979
Email: rlmail@rlpi.com
Website: www.randomlengths.com
(For current updates to this timeline, go to our website,
and click “In Depth” then “U.S.-Canada Trade Dispute”)
Questions about Random Lengths?
Contact us above,
or go to www.randomlengths.com, then click on
“Help & FAQS” then “Resources and Brochures”
regarding parameters of a new SLA, negotiators are not at
an impasse. “Our dialogue will continue and, building on
the progress achieved to date, our ministers will maintain
an intensive pace of engagement with a view to achieving
a mutually-acceptable agreement this fall.”
AUGUST 2016 — With two months to go before the
one-year standstill period expires in October, most lumber traders in the U.S. and Canada are bracing for the
two countries to head back to court in the longstanding
dispute. The last time the U.S. filed a case seeking countervailing and anti-dumping duties against Canadian
lumber imports was in April 2001. Canada’s chief negotiator, speaking before a parliamentary committee, acknowledged that reaching a deal by mid-October would be a
challenge. “Although discussions have been constructive
and have led to a better understanding of each party’s positions and concerns, Canada and the U.S. — I have to be
honest — we do remain far apart on several key issues,”
said Martin Moen. “Nonetheless, Canadian stakeholders
continue to tell us very clearly that no deal is better than
a bad deal.”
OCTOBER 2016 — The one-year standstill period ends
without an immediate filing of countervailing and/or
anti-dumping duty petitions from the U.S. Lumber Coalition. A Coalition spokesman says the strength of the
case can be affected by the time periods to be examined
in the investigation, which can affect when a case is filed.
Despite the expiration of the standstill period, U.S. Trade
Representative Michael Froman and Canada’s Minister
of International Trade Chrystia Freeland issue a joint
statement, vowing to continue negotiations. Traders also
note a lingering discrepancy between Canadian and U.S.
statistical reports measuring Canadian softwood lumber
exports to the U.S.
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NOVEMBER 2016 — The move traders had been anticipating for weeks happens the day after the U.S. Thanksgiving holiday when the U.S. Lumber Coalition files
countervailing and anti-dumping duty petitions against
Canadian lumber imports. Unlike previous litigation in
the U.S.-Canada trade dispute, the Coalition does not
seek specific CVD or AD duty rates. The Coalition argues
that critical circumstances exist, which could make the
duties retroactive.

2017
MARCH 2017 — The preliminary determination in the
CVD case is just a month away, but no formal negotiations between the two countries have materialized. One
key sticking point in the lack of negotiations is the fact
that U.S. Trade Representative Robert Lighthizer has yet
to be confirmed by the U.S. Senate. B.C.’s envoy in the dispute, former Canfor CEO David Emerson, believes formal
talks will begin before the summer and that a deal could
be done in a matter of months.
APRIL 2017 — The U.S. Department of Commerce issues
its preliminary determination in the countervailing duty
case, with duties averaging 19.88% levied against Canadian lumber exports to the U.S. The four mandatory respondents in the case are levied the following preliminary
CVD rates: West Fraser, 24.12%; Canfor, 20.26%; Tolko,
19.50%; and Resolute, 12.82%. J.D. Irving requested to be
a voluntary respondent in the investigation, and its individual rate was a much smaller 3.02%. All other Canadian
mills were assessed the weighted average of the five investigated, which came to 19.88%. The preliminary CVD
went into effect April 28. West Fraser, Canfor, Tolko, and
Resolute are not assessed duties retroactive to January 28.
However, J.D. Irving and all other Canadian shippers are
required to pay retroactive duties. The preliminary antidumping duty determination is scheduled for June 23.
MAY 2017 — Following months of delays, Robert
Lighthizer is confirmed as new U.S. Trade Representative. While the news may streamline negotiations with
Canada, both administrations make it clear that broader
NAFTA discussions are at the top of their agendas. President Trump files a 90-day notice with Congress on May
18, stating a desire to renegotiate NAFTA with Canada
and Mexico. With those talks set to begin in mid-August,
time to work toward a Softwood Lumber Agreement is
shrinking.
JUNE 2017 — The U.S. Department of Commerce announces its preliminary determination in the anti-dumping duty case June 26. The average AD rate assessed is
6.87%, which combined with a preliminary CVD rate of
19.88% means most Canadian shippers will pay total duties of 26.75% on exports to the U.S. Individual AD rates
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are: Canfor, 7.72%; Resolute, 4.59%; Tolko, 7.53%; and
West Fraser, 6.76%. Commerce also announces that Newfoundland and Labrador, Nova Scotia, and Prince Edward
Island are excluded from the investigations, and will not
be required to pay duties.
JULY 2017 — Rumors circulate that Commerce Secretary
Wilbur Ross and Canadian Minister of Foreign Affairs
Chrystia Freeland reached a handshake agreement in
the softwood lumber dispute. Sources say the deal would
involve a quota on Canadian shipments to the U.S. that
would limit Canada’s market share in the U.S.; it would
reportedly begin with a 31% market share and taper down
to 28%. However, no deal is finalized, and the duty case
continues its course. Meanwhile, parties on both sides of
the border wait to see if Commerce grants a 60-day extension to the deadline in the CVD/AD cases. If Commerce
issues its final determination on September 6 as scheduled, there would be a 60-day gap when the preliminary
CVD would not be collected. If the 60-day extension is
granted, the CVD gap would stretch to 120 days.
AUGUST 2017 — Hopes that a new U.S.-Canada Softwood Lumber Agreement can be reached before NAFTA
talks begin August 16 appear slim. Canada’s ambassador
to the U.S. says the two sides are close to a deal that would
give Canada roughly a 30% share in the U.S. lumber
market. The U.S. Lumber Coalition does not see a current
framework for an acceptable deal. NAFTA talks begin
without a new SLA. In late August, Commerce announces
that the final determination in the CVD/AD investigations has been postponed until no later than November
13, thus extending the gap when the preliminary CVD
will not be collected to approximately four months. The
preliminary AD duty is still being collected.
NOVEMBER 2017 — Days ahead of its deadline, Commerce announces its final determinations in the CVD/
AD investigations November 2. Most Canadian shippers
will pay combined duties of 20.83% on lumber shipments
to the U.S., which is down from the preliminary rate of
26.75%. Final duties will not be collected unless or until
the U.S. International Trade Commission issues an affirmative final injury ruling, which is scheduled for December 18. Combined CVD/AD rates for the investigated
companies are: Canfor 22.13%; Resolute 17.90%; Tolko
22.07%; West Fraser 23.76%; and J.D. Irving 9.92%. The
final “all-other” CVD rate is 14.25%, and the final AD
“all-other” rate is 6.58%. Commerce also announces that
“critical circumstances” exist in the AD case with regards
to Resolute, Tolko, West Fraser, and “all-others,” but did
not exist for Canfor. AD duties will be collected retroactive to late March for all but Canfor. However, in its final
ruling, Commerce said CVD duties will not be collected
retroactively. If the ITC’s final injury ruling is affirmative, Commerce would issue CVD and AD orders around
December 26. If the ITC’s final injury ruling is negative,
the investigations and duties would be terminated.
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DECEMBER 2017 — The U.S. International Trade Commission ruled 4-0 that the U.S. lumber industry was
injured by imports from Canada. That finalizes the duty
case. The ruling was published in the Federal Register on
December 28, which means final CVD/AD duties are in
effect as of that date. Also, Commerce corrected “ministerial errors” on the AD rate for Canfor and the CVD rate
for West Fraser. Canfor’s AD rate was lowered to 7.28%,
and West Fraser’s CVD rate was lowered to 17.99%. The
all-others duty rate was adjusted accordingly; the CVD
is now 14.19% and the AD rate is now 6.04%. This lowers
the total “all-others rate” to 20.23% from 20.83%.

2018
JANUARY 2018 — The prospects of negotiating a new
Softwood Lumber Agreement between the U.S. and
Canada in the foreseeable future appear unlikely. With
the final duties in place, Canada files official notices that
it will challenge the 20.23% duties with a NAFTA tribunal
and a World Trade Organization international panel.
MARCH 2018 — Shock and confusion grips the Cedar
market following a March 15 U.S. Customs and Border
Protection announcement that it would enforce the softwood lumber duties on shakes and shingles from Canada.
The Shake and Shingle Alliance, made up of members of
the Cedar Shake and Shingles Bureau and other manufacturers, has engaged legal counsel to deal with the issue.
JUNE 2018 — With framing lumber prices racing to
record highs, thoughts of the U.S. and Canada negotiating a new Softwood Lumber Agreement fade. Trade officials from both countries, along with Mexico, have been
trying to hammer out a new NAFTA Agreement, but that
appears unlikely in the short term. Instead, a trade war
erupts. Canada releases a list of potential tariffs on U.S.
exports, including softwood plywood, as a retaliation for
U.S. tariffs imposed on steel and aluminum imports from
Canada.
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JULY 2018 — The Canadian-based Shake and Shingle
Alliance files a request with the U.S. Department of
Commerce for a formal scope determination on whether
Cedar shakes and shingles should be subject to softwood
lumber duties. Meanwhile, the Canadian government
confirms that effective July 1, 10% duties will be applied
on a number of U.S. products exported to Canada, including softwood plywood.
SEPTEMBER 2018 — Concerns about the future of the
Western Red Cedar shake and shingle industry ramp up
as Canadian suppliers acknowledge that the U.S. Department of Commerce confirms that shakes and shingles
shipped into the U.S. are subject to anti-dumping and
countervailing duties.
DECEMBER 2018 — Almost a year after Canada filed
appeals to the countervailing and anti-dumping duties
against lumber shipments to the U.S., the first NAFTA
panel is announced. Canada wins a coin flip and will have
three members on the five-person panel, with two Americans. This panel will review the U.S. International Trade
Commission’s unanimous decision that the U.S. industry
was injured by lumber exports from Canada. Canada also
has filed two other NAFTA appeals, along with two cases
presented to the World Trade Organization.

2019
APRIL 2019 — A World Trade Organization panel issues
a ruling April 9 in the anti-dumping duty case that is described as a split decision, but U.S. officials laud the ruling
while Canada mulls an appeal. The WTO panel rules that
the U.S. Department of Commerce “acted inconsistently”
with an international anti-dumping agreement when
calculating dumping margins levied against Canadian
companies. However, it approves the U.S. use of a controversial method called “zeroing.” Both countries have up to
60 days to appeal the WTO ruling.

