BC Timber Sales — Chinook Business Area
SFI Certificatior Audit — Sejtembe 200¢

In September 2009, an audit team from KPMG PerfogeaRegistrar Inc. (KPMG
PRI) carried out an SFI certification audit of B€ Timber Sales — Chinook Business
Area (Chinook BA) woodlands operations againstréguirements of the 2005 — 2009 ~a
edition of the Sustainable Forestry InitiafivéSFIl) standard. This Certification

Summary Report provides an overview of the proe@ssKPMG's findings. F

Chinook Business Area’s Crown Land Forest Operations:

|
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British Columbia (BC) Timber Sales is an autonomorganization within the Ministry \ mn]
of Forest and Range, with financial and operatiandependence from regional and R %5
district operations. This organization is compdisef 12 business areas across the

province and supports the Ministry's goal of prawgd British Columbians with

sustainable benefits from the commercial use oflipulorests. BC Timber Sales

provides these benefits by planning, developingd @elling through auction a 2
substantial and representative portion of the pra@/s annual available timber volume.

The bid prices received from auctioned timber diilke Market Pricing System for
setting stumpage in coastal and interior operatangas of the province. The
organization manages about 20% (16 million m3hefprovincial allowable annual cut
(AAC).

The Chinook Business Area (“BA"), situated on thmuthern coastal mainland and
Queen Charlotte Islandgncompasses the Chilliwack, Squamish and Haida iGwai
Forest Districts. The scope of the SFI certificed®ers the Chinook BA’s sustainable
forest management planning and practices withineitsire Business Area, which
encompasses its operations in the Fraser, Soo am@rQCharlotte Islands Timber
Supply Areas (TSA) and in Tree Farm Licences’ (TBB)(BIk. 6), 26, 38 and 39 (BIk.
6).
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Six statutes form the legal framework for forestiagement on Crown lands in BC: the
Forest Act, the Forest Practices Code of Britishtu@bia Act, the Ministry of Forests

Act, the Forest and Range Practices Act (FRPA)Whlgfire Act, and the Foresters

Act. Numerous other provincial and federal actgutations, guidelines and policies
also have implications for forestry operations aovth lands. BC Timber Sales offices
issue timber sale licences to successful biddederuthe authority of the Forest Act.
The AAC of each TSA is determined by the provinahblef forester, every 5 years,
under authority of Section 8 of the Forest Act.eTRAC allocated to the Chinook BA

in the three TSAs and four TFLs is 672,754 m3. B#es current operating area

encompasses over 557,000 hectares.

FRPA and its regulations in particular set the meguents for planning, road building,
logging, reforestation and grazing. FRPA prescritmsls of protection for forest
values including watersheds and wildlife habitatg alefines planning processes. BC
Timber Sales has developed Forest Stewardship PF8R) to meet the requirements
of FRPA.

The Chinook BA has developed a Sustainable Forestagement Plan (SFMP) which
describes how the operation will achieve the brobgkctives of higher level plans
developed through public involvement processes gnidles the development and
content of other planning documents including tt&P5. The SFMP reflects the
bounds established by higher level plans and throtlge regulatory framework
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described above. The Chinook BA ensures thatoalkt-level plans it is responsible for
developing (i.e., its FSPs and all site level pjaare consistent with the commitments made
in their SFMP.

SFl and ISO 14001 Audit Results

Chinook BA crown land woodlands operations are rgadafrom the timber sales office in

Chilliwack, BC and include three field teams — ttgams located at the office in Chilliwack,
BC (with a small component of both teams also @t&til in Squamish, BC) and one team
located at the office in Queen Charlotte City, BC.

Audit Objectives

Major nonconformities 1
Minor nonconformities 2
Opportunities for 3
improvement

The following audit objectives were included withire scope of the audit:

An SFI certification audit to evaluate the opemBoconformance with all requirements
of the 2005-2009 version of the SFI standard witheéxception of those under Objective
8. Fiber procurement activities were not includtethe scope of the certification as BC
Timber Sales does not procure wood fiber.

An ISO 14001 re-registration audit against all edets of the ISO 14001:2004 standard.

The Audit

Audit Team— The SFI certification and ISO 14001 re-regisbrataudits of the BA's
operations was conducted by Craig Roessler, RPFA(SEM), EMS(LA), Michael
Alexander, RPF, CEA(SFM), EMS(LA) and Del FergusBrGeo.

SFI Certification Audit and 1SO 14001 Re-registoatiAudit Activities- The assessments
involved site visits as follows:

o Office based review of records and interviews a €hilliwack, Squamish and
Queen Charlotte City field offices.

o Field assessments in the operating areas assoeiétedhe Chilliwack, Squamish
and Queen Charlotte City field offices.

0 A follow-up audit was conducted subsequent to thec®rtification audit to assess
the implementation of action plans establisheddwress the issues associated with
one major nonconformity identified during the auditThe follow-up audit
determined that the action plans had been suffigiemplemented to downgrade the
major to a minor nonconformity (see expanded dsiomsbelow).

SFI Program Representatives Guy Fried, Planning Forester RPF and Steve Lush
Certification Standards Officer RFT served as thkinG@ok BA’'s SFI program
representatives during the audit.

Use of Substitute Indicators

Types of audit findings

Major nonconformities:

Are pervasive or critical to the
achievement of the SFM
Objectives.

Major nonconformities must be
addressed immediately or
registration cannot be achieved /
maintained.

Minor nonconformities:

Are isolated incidents that are non-
critical to the achievement of SFM
Objectives.

All nonconformities (major and
minor) require an action plan within
30 days and must be addressed by
the operation.

Opportunities for Improvement:

Are not nonconformities but are
comments on specific areas of the
SFM System where improvements
can be made.

The audit was based on the indicators includetén?2005-2009 version of the SF| standard.
No substitute indicators were used during the fogation audit

Audit Conclusions

The audit found that based on the certificationitauecedures undertaken:

The BA’s woodlands operations meet the requiremehthe 2005-2009 version of the
SFI standard in all material respects. The isseggecting the one major nonconformity
identified during the certification audit were falto be sufficiently addressed during the
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follow-up audit to downgrade it to a minor noncamfity. The other 2 minor

nonconformities identified were determined to bawniin nature.

The operation’s EMS continues to be effectively lenpented and the EMS meets the

requirements of ISO 14001:2004 in all material extp.

As a result, a decision has been made to re-regieeChinook BA to ISO 14001 and gran
certification of the BA to the SFI standard for aripd of 3 years. Chinook BA’'s SFI
certification is valid until October 26, 2012.

Good Practices

During the course of the SFI certification and I$@01 re-registration audits, a number g
good practices were identified. The following listitines some of the more notablg
examples of good practices that were observedédwgiidit team:

In relation to monitoring under SFI Objective 3gtbperation’s road and structures

inspection and maintenance process was determinedet well managed and
comprehensive in identifying and managing environtaleand safety risks.

In relation to SFI Objective 5, good visual managamwas observed to have bee
implemented on blocks developed along a scenicidmrrin the Chilliwack Forest
District.

In relation to SFI Objective 6, detailed planningdaproject implementation processes
involving the Haida First Nation have been estdigiisto address cultural values.

In relation to our field sample we noted examplégitigent road upgrade and road
construction practices including environmental dédesations around crossing
installations.

Follow-up up on Open Nonconformities from Previous Assessments

At the time of this assessment there was one opeormonconformity from previous audits
(pertaining to 1ISO 14001). This was successfulbged by the audit team.

Areas of Nonconformity

Full conformance was found in relation to the misjoof the indicators explicitly included in

the SFI standard and the selected elements ofGe14001 standard. However, our aud
identified one major nonconformity in relation tdj@ctive 4 (Management of the quality ang
distribution of wildlife habitats and contributidn the conservation of biological diversity).
An action plan to address the finding was develodpe®C Timber Sales and approved by
KPMG PRI. A follow-up audit conducted subsequenthe certification audit determined
that all action plans had been implemented as pacAs a result, this major nonconformity
was reduced in severity to a minor nonconformitly.addition, the field audit identified one
minor nonconformity in relation to Objective 3 (Brotion of water quality in streams, lakeg
and other water bodies) and one minor nonconfornmityrelation to Objective 11

(Commitment to comply with applicable laws and fatjons). Action plans to address thes
findings have been received from BC Timber Salasapproved by KPMG PRI. The major
nonconformity (since reduced to a minor nonconftyjrend two minor nonconformities are
as follows:
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SFI Objectives Assessed during
the 2009 Certification Audit of BC
Timber Sales — Chinook BA's
Operations *

Objective 1 — To broaden the
implementation of sustainable forestry
by ensuring long-term harvest levels
based on the use of the best scientific
information available.

Objective 2 —To ensure long-term
forest productivity and conservation of
forest resources through prompt
reforestation, soil conservation, and
other means.

Objective 3 — To protect water quality
in streams, lakes, and other water
bodies.

Objective 4 — To manage the quality
and distribution of wildlife habitats and
contribute to the conservation of
biological diversity by developing and
implementing stand-and landscape-
level measures that promote habitat
diversity and the conservation of forest
plans and animals, including aquatic
fauna.

Objective 5 — To manage the visual
impact of harvesting and other forest
operations.

Objective 6 — To manage Program
Participant lands that are ecologically,
geologically, historically, or culturally
important in a manner that recognizes
their special qualities.

Objective 7 — To promote the efficient
use of forest resources.

Objective 9 — To improve forestry
research, science, and technology,
upon which sound forest management
decisions are based.

Objective 10 — To improve the practice
of sustainable forest management by
resource professionals, logging
professionals and contractors through
appropriate training and education
programs

Objective 11 — Compliance with legal
and regulatory requirements
Objective 12— To broaden the practice
of sustainable forestry by encouraging
the public and forestry community to
participate in the commitment to
sustainable forestry and publicly report
progress

Objective 13 - Management Review
and Continual Improvement

Notel: Objective 8 (Procurement) is not
applicable to BC Timber Sales as it does not
procure fiber.
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At the time of the certification audit, no prograorsinterim measures were formally i
place in the Chinook BA for critically imperiled @nmperiled ecological communities
Gaps were also identified in the operation’s plagnprocesses respecting a number
critically imperiled and imperiled plant speciesgutially present in its operating area:
The operation has since established and implemeatgedocedure that specifies th
incorporation of critically imperiled and imperileglant species and ecologica
communities into the BA’s species and communitiegsk identification, planning and
management processes. Although the process wgagemdntly been implemented an
species at risk identification training has not peen delivered to relevant staff an
contractors, sufficient progress was determinechdwe occurred at the time of th
follow-up audit to reduce this major nonconformntitya minor nonconformity.

The field audit observed two partially completeavest blocks that had been abandon
by a licensee without adequate cleaning of loggiefyris and decked logs from th
ditches and culverts. No monitoring process hanlestablished and implemented b
the operation to ensure that proper water managermeocedures or Sseasona
deactivation is implemented prior to the curtailineihoperations.

The field audit of active operations identified le#ed deficiencies in fuel manageme
and emergency response equipment and isolated essd® in operator awareness
rainfall shutdown guidelines.

Opportunities for Improvement

Three opportunities for improvement were identifigdring the 2009 SFI certification
audit, including the following:

in relation to Objective 4, an opportunity to catesi patch and seral distribution at the
landscape unit level on a more general basis rdkizer in relation to the approval of
larger blocks; and

in relation to Objective 10, an opportunity to filolated training gaps identified for
Chinook BA personnel, licensees and contractors.

Corrective Action Plans

As indicated above, corrective action plans desigte address the root causes of the
nonconformities identified during the audit haveebaleveloped by the Chinook BA and
reviewed and approved by KPMG PRI. A follow-up &iuglas conducted to verify that
sufficient progress had been made in implementhey dction plans developed by BC
Timber Sales to address the issues respecting #jer monconformity to reduce it to a
minor nonconformity. The next surveillance auditl include a follow-up assessment of
the issues associated with these three minor ndéooities to confirm that the corrective
action plans developed to address them have bgaarmanted as required.



