Forest, ication

Conifex Inc. — 2009 SFI Surveillance/ISO 14001 Re-certification tAudi

In September 2009, an audit team from KPMG PerfancaaRegistrar Inc. (KPMG PRI) carried out an Skusillance

audit of Conifex Inc.’s (Conifex’s) Fort St. Jam&C. woodlands operation against selected reqeainesnof the 2005-
2009 edition of the Sustainable Forestry Initiatiy8F1) standard. To provide for a more efficiantit, an 1SO 14001
re-certification audit was conducted at the sammeti This Certification Summary Report providesoaarview of the
process and KPMG PRI’s findings.

The Conifex Fort St. James Woodlands Operation

Conifex Inc. is a privately owned company, withiogs in Vancouver and %
Fort St. James, British Columbia. The Conifex F8irt James woodlands

operation includes the Company’s operations undeedt Licence A77955
(which covers approximately 314,000 hectares ofipdbrest land and has
an AAC of 640,000 riyear), as well as additional wood procurement

activities required to supply the Fort St. Jameaensidl. u

There has been little in the way of active operatiat the Company’s Fort . \
St. James woodlands over the past year due toncomgi poor lumber /
market conditions. As a result, the Company hasil wuite recently ]
obtained the majority of the wood supply for itsrt=8t. James sawmill m
through its wood procurement program. However,jivactarvesting

operations have recently resumed on the Conifegdtdricence (albeit on a

limited scale), and these were included within sieepe of the 2009 SFI

surveillance audit.

Audit Scope ®

The audit was conducted against selected requinsnwnthe 2005-2009

edition of the SFI standard, and incorporated @essnent against the SFI SUSTA'NABLE
program objectives for:

Forest productivity and conservation of foresbreses; FORESTRY
Management of special sites; IN ITlA‘I‘IVE
Forestry research, science and technology;

Legal and regulatory compliance, and;

Management review and continual improvement.

The scope of the 2009 SFI surveillance audit ofifesis Fort St. James
woodlands operation included all of the Companytses$t practices
conducted under Forest Licence A77955, as wellila® fprocurement
activities for the Company’s Fort St. James sawmill
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The Audit

Audit Team—- The audit was conducted by Dave Bebb, RPF, CEK(S
EMS(LA) and Dennis Lozinsky, RPF. Dave is an emgp®of KPMG PRI, and
has conducted numerous forest management audier andariety of standards
including SFI, ISO 14001, CSA Z809 and FSC. Dersia forestry consultant
with experience in conducting audits against th@ 18001 and SFI standards.

2009 SFI Surveillance/ISO 14001 Re-certificatiordife The audit involved an

on-site assessment of the Company’s sustainablestfamanagement (SFM)
system, and included visits to a variety of figlgs to evaluate conformance with
the requirements of the ISO 14001 and SFI standartie audit also included an
off-site follow-up assessment (which took placeOotober 2009) of the actions
taken by Conifex to address the 1 major non-conifyrthat was identified during

the September 2009 site visit.

Conifex’s SFI Program RepresentativeKalin Uhrich (Vice-President, Forestry),
served as the Company’s SFI program representdtiteg the audit.
Use of Substitute Indicators
The audit was based on the indicators includeché2005-2009 version of the SFl
standard. No substitute indicators were used duha audit.
Audit Objectives

The objective(s) of the audit were to:

Evaluate the SFM system at Conifex Inc., its immetation, effectiveness and
conformance with the requirements of the ISO 14884 SFI standards.

Evaluate the Company’s implementation of the cdivecaction plans that were
developed to address the findings of previous audit

Good Practices

A number of good practices were identified durihg tourse of the audit. Examples
included:

SFI Objective 2 (forest productivity) — Danger sealjacent to roadside are
becoming a major safety hazard in forestry opematidConifex has recently
implemented a trial in cooperation with the MoFhtvest roadside trees that
have been infected by the mountain pine beetle.

SFI Objective 11 (regulatory compliance) — The Campprovides contractors
with detailed logging plan maps and an Ecologicait Definition Map during
pre-works. The Ecological Unit Definition Map idéies ecosystems down to the
subzone variant/site series level and translatesith series into site sensitivity
units for soil disturbance hazards. During figldgections it was noted that
equipment operators (grapple skidders) were utijizhe map to assess where
there may be a potential for soil disturbance.

Conifex Inc. 2009
SFI Surveillance/ISO 14001 Re-
certification Audit Findings

Major non-conformities 1
Minor non-conformities 1
Opportunities for

improvement 4

Types of audit findings

Major non-conformities (NC):

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

Minor non-conformities:

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

All non-conformities require the
development of a corrective action
plan within 30 days of the audit,
which must be fully implemented by
the operation within 3 months.

Major non-conformities must be
addressed immediately or
certification cannot be achieved /
maintained.

Opportunities for Improvement
(OFI):

Are not non-conformities but are
comments on specific areas of the
SFM System where improvements
can be made.
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Follow-up on Findings from Previous Audits

At the time of this assessment there was 1 opewmmian-conformity from previous
audits. The audit team reviewed the implementatibthe action plan developed by
Conifex Inc. to address this issue, and found ithadd been effectively implemented.
As a result, all of the non-conformities identifieldring previous audits have now
been closed.

Areas of Nonconformance

A total of 1 major non-conformity and 1 minor noonéormity were identified during

the 2009 SFI surveillance/ISO 14001 re-certificataudit. These included: .
Danger trees adjacent to

SFI Objective 12 (public and forest community inxarhent) — SFI Program  roadside are becoming a
Participants are required to participate in or swppSFl Implementation — major safety hazard in
Committee efforts related to. (1) establishingesiét and identifying delivery — forestry operations. Conifex
mechanisms for wood producer training, (2) the thppment and distribution of  has recently implemented a
educational materials for landowners, (3) outreaetiucation and technical trial in cooperation with the
assistance, and (4) the development and impleniemtat procedures to address MOF to harvest roadside trees
non-conforming practices. However, the audit fotinat the Company was not  that have been infected by the
currently a member of the Western Canadian SFI émghtation Committee,  mountain pine beetle.
(WCSIC), and had not participated in any of the pottee’s efforts to address the

above requirements of the SFI standard. (Major NC)

SFI Objective 10 (training and education) —. Fielspections and interviews with
a sample of staff and contractor employees fouatl mlenagement has provided
adequate resources to maintain and improve theramaental management
system (EMS) and SFI program. However, there idommal documentation of

staff roles and responsibilities under the SFI paog (e.g., maintenance of the
SFM Plan including indicators and targets, develephand submission of annual
progress reports to SFI Inc., provision of landominormation packages to wood
producers and the conduct of wood procurement ot&pes, etc.). (Minor NC)

Opportunities for Improvement

A total of 4 new opportunities for improvement wetlso identified during the audit,
These included:

SFI Annex 3 (logo use rules) — SFI logo usage igegwed under a logo use
agreement between Conifex Inc. and SFI Inc. thareaces the requirements of
Annex 3: Rules for Use of SFI On-product Labels &t Off-product Marks
(Annex 3). However, review of the Company’s usafj¢ghe SFI logo on lumber
wrap found that it appears to be somewhat incarsisivith the requirements
outlined in Annex 3. In addition, it is not cleahether the current usage of the
logo has been reviewed and approved by SFI Inc.

SFI Objective 10 (training and education) — The @any’s environmental policy
has been implemented, maintained and communicatst@ff through training
and inclusion in the 2009/10 EMS booklets. Howea#though Conifex has
decided to make the environmental policy availablthe public, the Company
lacks a proactive approach to achieving this.
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SFI Objective 11 (regulatory compliance) — Fielsitg to active harvest
operations found that in general contractors hadjagte emergency preparednes
response equipment. However, there was one isoledakness noted where a
required spill kit for a small truck-mounted slgnk was missing.

SFI Objective 13 (management review and contimagkdovement) — Review of
the minutes from the December 11, 2008 manageregigw found that it
included decisions regarding a number of requiteahges to the EMS and relate
documents and procedures. A total of 5 actionstermare identified as a result.
However, follow-up on the implementation of theiactitems found that 3 out of
5 action items had not been completed and werelaeer

October 2009 Off-site Follow-up Assessment

Prior to the finalization of the Conifex ISO 140@etcertification, an off-site follow-up
assessment was conducted to confirm that the isbaegave rise to the 1 major no
conformity had been adequately addressed by thep@oym Our review of the
additional evidence provided by Conifex confirmbdttthe required corrective action
had been implemented in most respects, althoughefiumwork was still required to
fully address this finding. As a result, this fing has now been downgraded to
minor non-conformity that will remain open untiletmemaining action plan items ar
fully implemented.

Audit Conclusions
The audit found that Conifex's SFM system:

Is in full compliance with the SFI and ISO 1400huements included in the
scope of the audit, except where noted other wisgkis report;

Continues to be effectively implemented, and;

Is sufficient to systematically meet the commitnseimicluded in the Company’s
environmental policy, provided that the system tws to be implemented anc
maintained as required.

As a result, a decision has been reached to centmgertify Conifex Inc. to the ISO
14001 and SFI standards.

Corrective Action Plans

Corrective action plans designed to address theaaase(s) of the non-conformitie
identified during the audit have been developed Guonifex and reviewed and
approved by KPMG PRI. The next surveillance audil include a follow-up

assessment to confirm that the corrective actiangtieveloped by the Company ha
been implemented as required.



