Interfor Coastal Woodlands Operations — 2009 SFI Surveillance Audit

Between September and October 2009, an audit teamKPMG Performance Registrar Inc. (KPMG PRI) isghout a

surveillance audit of International Forest Producisited’s (Interfor’'s) Coastal Woodlands Operagoagainst the
requirements of the 2005-2009 edition of the Snataie Forestry Initiati® (SFI) standard. This Certification
Summary Report provides an overview of the auditess and KPMG's findings.

Interfor's Coastal Woodlands Operations

Interfor’'s Coastal Woodlands Operations includer&eTFarm Licence and
11 Forest Licences, authorizing it to harvest apipnately 2.03 million
cubic metres of Crown timber every year. The Camypalso holds cutting
rights on 38 Timber Licences from which it expetdsharvest a limited
volume (between 50,000 and 100,000 cubic metreajofl in 2009.

The forest landbase managed by the Company’'s Co#étendlands
Operations covers approximately 2 million hectaregiending from its
Sunshine Coast woodlands operation near Vancoupetp Prince Rupert,
850 kilometres northwest of Vancouver. Howevere thctual timber
harvesting landbase where the Company carriesooestf harvesting is less
than 20% of the this area. The remainder is cosedrof non-commercial
and inoperable forest and reserves, private laddpastected areas.

The area consists primarily of coastal temperaitefarest, approximately
45% of which is old growth forest and 55% is secgnowth (i.e., stands
less than 140 years of age). The terrain is géparsmuntainous, and is
home to a wide variety of wildlife and plant spegigcluding a number of
rare, threatened and endangered species.

SUSTAINABLE
Audit Scope FORESTRY

The 2009 SFI surveillance audit involved a limitedope assessment M |N|T|A’|’|VE®
against the following objectives of the 2005-2008itien of the SFI
standard:

Wildlife habitat and conservation of biological digity;
Procurement of wood and wood fiber;

Legal and regulatory compliance, and;
Management review and continual improvement.

The audit included a review of Interfor's forestaphing and practices
within the area managed by Interfor's Coastal Wands Operations, as

well as fibre procurements for the Company’s cddsi@. sawmills. INTE RFOR
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The Audit

Audit results

Audit Team— The surveillance audit was conducted by Dave bBeRPF, . ”

CEA(SFM), EMS(LA) and Bodo von Schilling, RPF, CES¥M), EMS(LA). ][V“”Or ”°U‘°°”f°rc'i‘f““ef] 0

Dave is an employee of KPMG PRI, and has conductetherous forest rom previous au IS ULy

management audits under a variety of standardedimd SFI, ISO 14001, CSA remain open

Z809 and FSC. Bodo is a contract auditor with @erable experience inf | New major non- 0

conducting audits against a range of certificatamdards including SFI. conformities

SFI Surveillance Audit Annual SFI surveillance audits are conductednsuee New minor non- 0

that the requirements of the standard continueetankt. In addition, a full re- | conformities

certification audit is required once every 5 yeafie 2009 SFI surveillance audit o

involved an on-site assessment of the Interfor @b&¥oodlands Operation’s SFI il\lnt]a[\)lro?lp;p:rc])gt:tmtles Lol 2

program, and included visits to several field sigdogging camps, 20 roads, 15

harvesting blocks, 14 silviculture sites, 3 fuedrage sites/dryland sorts and 2

wood procurement sites) to evaluate the extent haclwthe Operation’s forest

management plans and practices conform to therergents of the SFI standard.

Types of audit findings
Interfor's SFI Program Representative Gerry Fraser, MPM, RPF served as _ »
Interfor's SFI program representative during thdiau Major nonconformities:
] ) Are pervasive or critical to the
Use of Substitute Indicators achievement of the SEFM
The audit was based on the indicators includeché2005-2009 version of the SFI Objectives.
standard. No substitute indicators were used dutia 2009 surveillance audit. Major non-conformities must
be addressed immediately or

Audit Objectives registration cannot be achieved

The objectives of the 2009 SFI surveillance auditento: JUTENTEIER),

. . . Minor nonconformities:
Assess the extent to which the Operation’s sudtéeniarest management (SFM)

system conforms to the requirements of the 200®20€rsion of the SFI Are isolated incidents that are
standard. non-critical to the achievement

, . . : of SFM Objectives.
Evaluate Interfor's continued progress towardsithplementation of ecosystem

based management (EBM) within the area coveretidentral Coast and North | All non-conformities (major

Coast Land and Resource Management Plans. and minor) require an action
plan within 30 days and must
Audit Conclusions be addressed by the operation
The audit found that the Operation’s SFM system: Opportunities for
Improvement:
Was in full compliance with the SFI requirementslinled in the scope of the »
audit, except where noted other wise in this report Are not non-conformities but
are comments on specific areals
Continues to be effectively implemented, and; of the SFM System where

- . Lo . improvements can be made.
Is sufficient to systematically meet the commitnseinicluded in the Company’s P

SFM plan, provided that the system continues taniemented and maintained
as required.
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Good Practices

A number of good practices were noted during th@926urveillance audit. The
following list outlines some of the more notablemples observed by the audit team:

SFI Objective 2 (forest productivity) — The auditted a number of examples of
effective and timely deactivation of on-block roads

SFI Objective 3 (riparian protection) Fhe audit noted a road re-activation project
in the Security Bay operating area where the Compea done an effective job
of installing rip-rap (angular, cobble-size rockpand wood-box culverts as a

means to reduce the potential environmental impactésh-bearing streams. The forest landbase managed by

SFI Objective 4 (wildlife) — Notwithstanding thercent slow pace of government ;[,r\'/e (fjc;m%ang)’s Cot"."StaI.
approval of landscape unit (LU) plans, Interfor tomes to place a high priority 00 ah” S p?rg ionsis -
on the completion of LU plans for the portion oét@ompany’s operating area generally mountainous, requinng

that is not subject to EBM requirements. that the_ majority of forest :
harvesting be conducted using

SFI Objective 11 (regulatory compliance) — We fountligh level of compliance over-head cable systems (as
with the applicable EMS and regulatory requirememtsthe sample of roads, depicted in the picture above) and

harvesting blocks and silviculture sites inspectiediing the 2009 surveillance helicopters.
audit.

SFI Objective 12 (public and forest community ingrhent) — In 2009 Interfor
received a Conservation Leadership Award from 3l for its work with the

Nanwakolas Council (a coalition of First Nations in theuthern portion of the

Central Coast planning region on British ColumbiBacific Coast) in developing
a monumental red cedar inventory that is intendeseture First Nations with a
rolling 300-year supply of large cedar logs fortatdl and ceremonial use.

Follow-up on Findings from Previous Audits

There were no open non-conformities from previoudita at the time that the 2009
surveillance audit took place. There were howewetotal of 6 opportunities for
improvement from previous audits that requireddietup by the audit team. Review
of Interfor's progress towards addressing theseodppities for improvement found &8
that the majority had been adequately addresse¢bdeb@ompany. Future surveillance g
audit will assess the Company's progress towarddreasding the remaining
opportunities for improvement that have yet to decaately addressed.

The 2009 SFI surveillance audit
included visits to several field sites
to evaluate the extent to which the
Company’s forest management
plans and practices conform to the
requirements of the SFI standard.
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New Areas of Nonconformity

No new non-conformities were identified during tB®09 surveillance audit of
Interfor’'s Coastal Woodlands Operations.

New Opportunities for Improvement

A total of 2 new opportunities for improvement weadentified during the 2009
surveillance audit. These included:

SFI Objective 3 (riparian protection) aterfor hired a geoscientist to prepare
landslide rehabilitation plan following a recentaderelated landslide that hac
impacted an S-6 (non-fish bearing) stream. Thponteincluded a number of
recommendations, one of which was grass-seedinghefslide. However,
although some of the recommendations have sincen laeted upon (e.g.,
conducting harvesting operations so as to avoiturdiglg the wooden debris i
the creek at the toe of the slide), the requirebspseeding had yet to be carrie
out at the time of the 2009 surveillance audit.

SFI Objective 4 (wildlife) — Interfor participated the development of a species @
risk (SAR) handbook (which was produced in 2003 amtluded applicable
COSEWIC species as of January 2002) and providsoceded training to staff
on its use. However, although there have beematof changes in COSEWIC
listings in recent years, the SAR handbook hastydie updated. In addition
Company staff have not received any SAR refrestanihg since 2003, eve
though there have been a number of staffing chasiges that time.

Corrective Action Plans

Corrective action plans designed to address theaawse(s) of the non-conformitie
identified during the audit have been developedligrfor's Coastal Woodlands
Operations and reviewed and approved by KPMG PRie next surveillance audit
will include a follow-up assessment of these isgoenfirm that the corrective actio
plans developed to address them have been implethastrequired.

Scientific Advisor

Hamish Kimmins, Ph.D., Professor Emeritus, Uniugrsf British Columbia, Faculty
of Forestry, serves as the Company’s SFI peerw&viand scientific advisor. Since
acting as a peer reviewer on the first SFI auditirdérfor's Coastal Woodlands
Operations in the fall of 2000, Dr. Kimmins has tioned to provide feedback to the
Company on its forest management practices. 119,2D0. Kimmins accompanied the
audit team during a visit to Interfor's Narrows dhloperating area to observe t
Company’s implementation of variable retention leating practices in the area that
not covered by the South Central Coast and CeamichNorth Coast EBM legal orders



