(INTERFOR)

_JINTERFOR

PACIFIC
€

IMPORTANT INFORMATION FOR SHAREHOLDERS

Notice of the Annual General Meeting of Shareholders
and

Information Circular

March 18, 2010

International Forest Products Limited
P.O. Box 49114, 1055 Dunsmuir Street, Vancouver, BC, Canada V7X 1H7 Tel (604) 689-6800 Fax (604) 689-6825



TABLE OF CONTENTS

INVITATION TO SHAREHOLDERS 1
NOTICE OF ANNUAL GENERAL MEETING 2
VOTING 3
BUSINESS OF THE MEETING 7
Receive the Consolidated Financial Statements 7
Election of Directors 7
Re-appointment and Remuneration of Auditors 12
CORPORATE GOVERNANCE 14
COMPENSATION 16
Director Compensation 16
Executive Officer Compensation 22
Compensation Discussion and Analysis 22
Summary Compensation Table 30
Incentive Plan Awards 31
Total Shareholder Return Comparison 33
Equity Compensation Plan Information 34
Retirement Plans 34
Change of Control Agreements 36
OTHER INFORMATION 38
Indebtedness of Directors and Executive Officers 38
Interest of Informed Persons in Material Transactions 38
Interest of Certain Persons or Companies in Matters to be Acted Upon 38
Additional Information 38
Appendix A: Statementof Interf or ' s Cor p o resPradicesso v e 39
Appendix B: Mandate of the Board 44

Information contained in this Information Circular is given as at March 18, 2010 unless otherwise
stated. Except where otherwise noted, all dollar amounts are stated in Canadian dollars.




(INTERFOR)

TO OUR SHAREHOLDERS

On behalf of the Board of Directors and Executive Officers of International Forest Products
Li mi t ¥Interfofl)-, we invite you t oAnnuab iGeneralu Meetirgt of
shareholders. This year, the Annual General Meeting will be held on Thursday, April 22, 2010 at
2:00 p.m. in the Pacific Rim Suite 2 — R Level, Pan Pacific Hotel, 999 Canada Place, Vancouver,
British Columbia.

At the Annual General Meeting, shareholders will be asked to approve the business items in the
accompanying Notice of Meeting and this Information Circular. We will also update you on the
progress of the Company and comment on how Interfor is continuing to deliver on its strategy.
At the end of the Annual General Meeting, a question and answer session will take place.

As a shareholder, your vote is important and we encourage you to participate either in person or
by proxy. If it is not possible for you to be present to vote in person — or even if you plan to
attend the Annual General Meeting — kindly complete and sign the enclosed form of proxy and
return it as soon as possible in the envelope provided or by fax.

We look forward to seeing you.

Sincerely,
%’;
E. Lawrence Sauder Duncan Davies
Chair of the Board of Directors President and Chief Executive Officer

March 18, 2010
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Annual General Meeting of International Forest Products Limited
( t hCompanyl or -Enterforll will be held at the following time and place:

DATE: Thursday, April 22, 2010
TIME: 2:00 p.m. (Vancouver Time)
PLACE: Pan Pacific Hotel

Pacific Rim Suite 2, R Level

999 Canada Place
Vancouver, BC

The Annual General Meeting is being held for the following purposes:

1. receiving the Consolidated Financial Statements for the fiscal year ended December 31,
2009;

2. electing the directors of the Company;

3. re-appointing the auditors of the Company for the ensuing year and authorizing the

directors to fix the remuneration to be paid to the auditors; and

4, transacting such other business that may properly come before the Annual General
Meeting.

Registered shareholders who are unable to attend the Annual General Meeting in person are
requested to complete the enclosed form of proxy. The completed form of proxy and, if
applicable, the power of attorney or other authority (if any) under which it is signed, or a notarial
certified copy of the power of attorney, should be either faxed to 1-866-249-7775 or delivered to
Computershare Investor Services Inc., Attention: Proxy Department, 9th Floor, 100 University
Avenue, Toronto, Ontario, M5J 2Y1 not later than 48 hours, excluding Saturdays, Sundays and
holidays, prior to the Annual General Meeting or any adjournment thereof.

Dated at Vancouver, British Columbia, this 18th day of March, 2010.

BY ORDER OF THE BOARD OF DIRECTORS

ﬁ/‘—l’?

JOHN HORNING
Senior Vice President, Chief Financial Officer and
Corporate Secretary
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VOTING

Who is soliciting my proxy?

This Information Circular is furnished in connection with the solicitation of proxies by or on behalf of the
management and Boar Boaodll ) Onidifer for use at thed Anmual Gereral Meeting of
the shareholders of the Company to be held at the time and place (including any adjournment or
postponement thereof) and for the purposes set out in the accompanying Notice of Annual General
Meeting.

The cost of the solicitation of proxies is borne by the Company. The Company intends to primarily solicit
proxies by mail, but proxies or votes or voting instructions may also be solicited personally or by
telephone or other means of communication by directors and regular employees of the Company without
special compensation.

Am I entitled to vote?

Sharehol ders regi st er e dordinate Voting sheres and sharehGldees segisteredds S u
hol ders of Class —BIl Co mmo nMarghhlg, r2@l8 areoentitldd lioerecaivemotice d dat e
of and to attend and vote at the Annual General Meeting.

The authorized capital of the Company consists of 106,700,000 shares without par value divided into

100, 000,000 Class —AI Subordinate Voting shares, 1, 70C¢(
Preference shares. Each Class —AIl Subordi naonashowot i ng s
of hands or on a poll. Each Class —BI Common share car
to ten votes on a poll. There are no Preference shares issued or outstanding.

Class —BIl Common shares will —Alt Grudtoirda Inlay ec o/rovt @ mtg ismt
circumstances including any transfer thereof by certain shareholders, unless the purchaser acquires a

maj ority of the outstanding Class —BI Common shares a
Cl ass —+Adli nSautbeo Vot i ng and Class —BIl Common shares at al

Rightson Take-over Bi ds and Conversion of Multiple Voting Sha
Form, which can be found at www.sedar.com.

As of March 18, 2010, there were 46,101,476 C| ass —AIl Subordinate Voting shar
—BIll Common shares outstanding. The holders of Class —A
right, voting separately as a class, toel ect one director of the Company. '
Common shares have the exclusive right, voting separately as a class, to elect the remaining directors of

the Company. I f there are no hol ders osfs GHAdls sSu-bBlr dC mm
Voting shares have the right to elect al | the directo
exchangeable for Class —AIl Subordinate Voting shares,

shares represent 81.94% and the Cl ass —BIl Commo n 18.06% rofetke aggeegate ectirgn t
rights attached to securities of the Company.

What am I voting on?
Shareholders will be voting on those matters which are described in the accompanying Notice of Annual

General Meeting of Shareholders. The Notice includes all the matters to be presented at the
Annual General Meeting that are presently known to management.

INTERFOR 2010
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Am I a registered or non-registered shareholder?

You are a registered shareholder if you have a share certificate in your name. You are a non-registered
shareholder if your shares are registered in the name of an intermediary (for example, a bank, a trustee
or an investment dealer) or the name of a clearing agency of which the intermediary is a participant.

How can I vote my shares?

You can vote either by attending and voting your shares at the meeting or, if you cannot attend the
meeting, by having your common shares voted by proxy. How you exercise your vote depends on
whether you are a registered or non-registered shareholder.

If you are a registered shareholder of the Company and are unable to attend the Annual General
Meeting in person, complete the enclosed form of proxy and either fax it to 1-866-249-7775 or deliver it
to Computershare Investor Services Inc., Attention: Proxy Department, 9™ Floor, 100 University Avenue,
Toronto, Ontario, M5] 2Y1 not later than 48 hours, excluding Saturdays, Sundays and holidays, prior to
the Annual General Meeting or any adjournment thereof.

If you are a non-registered shareholder of the Company and receive these materials through your
broker or through another intermediary, complete and return the materials in accordance with the
instructions provided to you by your broker or by the other intermediary. If you are a non-registered
shareholder and do not complete and return the materials in accordance with such
instructions, you may lose the right to vote at the Annual General Meeting, either in person

or by proxy.
Who votes my shares?

The persons named as proxyholders in the enclosed form of proxy are directors of the Company. You

can appoint someone else to represent you at the Annual General Meeting; however, you

must appoint that person in accordance with the instructions on the form of proxy. For the

proxy to be valid, it must be completed, dated and signed by the shareholder, or t he sharehol d
attorney authorized in writing, and t hen delivered to the Company’s tr
Investor Services Inc., Attention: Proxy Department, 100 University Avenue, 9" Floor, Toronto, Ontario,

M5] 2Y1, fax number: 1-866-249-7775, and received no later than 48 hours, excluding Saturdays,

Sundays and holidays, before the time of the Annual General Meeting or any adjournment or
postponement thereof.

How will my shares be voted if I return a proxy?

By completing and returning a proxy, you are authorizing the person named in the proxy to attend the
meeting and vote your shares on each item of business you are entitled to vote on, according to your
instructions. If there are no instructions with respect to your proxy, your shares will be voted
in favour of: i) electing as a director each person nominated by the Company for the ensuing
year; and ii) appointing KPMG LLP as auditors for the ensuing year and authorizing the
directors to fix their remuneration.
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Can I revoke a proxy?
Yes, a shareholder may revoke a proxy by:

1. an instrument in writing (a) signed by the shareholder, or by t he s har atioméyder ' s
authorized in writing, or where the shareholder is a corporation, by a duly authorized officer or
attorney of the corporation; and (b) delivered either to (i) the registered office of the Company,
3500-1055 Dunsmuir Street, Vancouver, B.C., Attention: Corporate Secretary, at any time up to
and including the last business day preceding the day of the Annual General Meeting, or any
adjournment or postponement thereof, at which the proxy is to be used, or (ii) the Chairman of
the Annual General Meeting or any adjourned meeting at the meeting or adjourned meeting,

2. completing, dating and signing a proxy bearing a later date and delivering it in the manner
described above, or

3. in any other manner provided by law.

Such revocation will have effect only in respect of those matters upon which a vote has not already been
given pursuant to the authority conferred by the proxy.

Who has discretionary authority to vote on amendments or variations to any of the business
items and on any other matter that may properly come before the meeting?

The enclosed form of proxy confers discretionary authority upon the proxyholder named by the
shareholder with respect to amendments or variations to the matters identified in the accompanying
Notice of Annual General Meeting of Shareholders and other matters which may properly come before the
Annual General Meeting. If any such amendments or variations are proposed to the matters described in
the Notice, or if any other matters properly come before the Annual General Meeting, your proxyholder
may vote your shares as they consider best.

Is my vote by proxy confidential?

Yes, your vote by proxy is confidential. Proxies are received, counted and tabulated by our transfer
agent, Computershare Investor Services Inc., in a way that preserves the confidentiality of individual
s har eholtab.e Proxies areareferred to the Company only in cases where a shareholder clearly
intends to communicate with management, when it is necessary to do so to meet the requirements of
applicable law, or in the event of a proxy contest.

INTERFOR 2010
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Does any shareholder beneficially own 10 per cent or more of the voting securities of the
Company?

As of March 18, 2010, to the knowledge of the directors and executive officers of the Company, the
following persons beneficially own, or control or direct, directly or indirectly, voting securities carrying
more than 10% of the voting rights attached to either class of voting securities of the Company:

Percentage
Name Number and Class of Shares r 9
of Class
Fairfax Financial Holdings Limited‘®) 9,968500Cl ass —AIll Soting sharesi n 21.62%
Sauder Industries Limited 1,011,735 Class —B— Con 99.60%
1980, 271 Cl ass —AIl Subor 4.30%

(1) This information is based on publicly available information filed by the person indicated.
(2) Sauder Industries Limited is indirectly owned by a holding company which, in turn, is indirectly owned in part by
E. Lawrence Sauder. E. Lawrence Sauder controls or directs the exercise of the voting rights attached to the voting
securities of the Company held by Sauder Industries Limited with respect to routine matters such as the election of
directors and appointment of auditors. I'n addition, E. Lawrence
shares.

What if I have a question?

If you have any inquir i es , you can <contact t he Coemshpedyweéstor t r ansf
Services Inc.:

e Email: service@computershare.com

e Toll-free: North America 1-800-564-6253 — International 514-982-7555

e Fax: 1-866-249-7775

e Mail: Computershare Investor Services Inc.

Attention: Proxy Department
9™ Floor, 100 University Avenue
Toronto, Ontario

M5] 2Y1
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BUSINESS OF THE MEETING

1. RECEIVE THE CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements of the Company for the year ended December 31, 2009 are

contai ned

n | nt AnnualoRepod. TPhe QM9 Annual Report was mailed to registered

shareholders of the Company and to non-registered shareholders who requested the 2009 Annual Report.
If you did not request a copy, you may view the Annual Report online at www.interfor.com or obtain a

copy by sending your request for same t o

the Company’' s Cor p e t0a5tDensnui

Street, Vancouver, British Columbia, V7X 1H7.

2. ELECTION OF DIRECTORS

The directors of the Company are elected each year at the Annual General Meeting of the Company and
hold office until the close of the next Annual General Meeting or until he or she ceases to hold office,
whichever is sooner.

The Corporate Governance & Nominating Committee, in conjunction with the Chairman of the Board,
recommends to the Board nominees to stand for election as directors. The Board proposes the persons
listed below for nomination for election at the Annual General Meeting. The persons named in the
enclosed form of proxy will vote in favour of the election of those persons listed below as nominees for

directors.

The following table sets out the names, ages, places of residence and principal occupations of all persons
proposed to be nominated for election as directors and other relevant information including the number
of securities of the Company and deferred share units ( BSUsll eld by each of them as at the date of

this Information Circular and their market value.

The table also sets out whether a nominee is

independent or not independent.

cretary

shares o

Nomi nee for Hol ders of Class AAO0O Subordinate Voting
LAWRENCE I. Mr. Bell is a Corporate Director. He is currently a director of Goldcorp Inc., Capstone Mining, Silver
BELL Wheaton Corp. and Matrix Asset Management Inc. and was Chairman of the Canada Line (Rapid Transit
Age 72 Project) during that Project. From 2003 until his retirement in 2007, Mr. Bell served as the non-executive

Vernon, BC, Canada

Director Since:
April 1998

Independent

Lead Director

Chairman of British Columbia Hydro and Power Authority. From 2001 to 2003, he was Chairman and
Chief Executive Officer of British Columbia Hydro and Power Authority. He has also served as the
Chairman of the Board of Governors of the University of British Columbia, Chairman and President of the
Westar Group and Chief Executive Officer of Vancouver City Savings Credit Union. In addition, he has
served on the boards of a number of private and public companies, including Kimber Resources Inc., B.C.
Gas, Canadian Hunter and Miramar Mining Corporation, and as a trustee of Hardwoods Distribution
Income Fund. In the British Columbia public sector, Mr. Bell has served as Deputy Minister of Finance
and Secretary to the Treasury Board. Mr. Bell holds a M.A. in Economics and has received numerous
awards for his public service.

Committee Memberships

Corporate Governance & Nominating Committee
Audit Committee

Shares and Share Equivalents Held:

Information Circular

Has Minimum
Total of Class Value of Class Share
AAO0 Subor|fAiA0 Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares DSUs @ and DSUs and DSUs ¥ Been Met?®
35,300 CI 12,930 48,230 $243,244 Yes
INTERFOR 2010
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Nomi nees for Holders of Class fiBo Common shares only

DUNCAN K. DAVIES Mr. Davies has been the President and Chief Executive Officer of the Company since 2000. From 1998

to 2000, he was the President and Chief Operating Officer of the Company. Prior to joining the
Age 59 Company, Mr. Davies was a Vice President of an investment banking firm specializing in forest products
Vancouver, BC, Canada | transactions and activities, a principal in an independent forest products company and held senior
T positions in two other large forest products companies. He is a director of the B.C. Lumber Trade

Director Since: Council, the Canadian Lumber Trade Alliance and the Binational Softwood Lumber Council. Mr. Davies
November 1998 holds a B.A. in Economics and a M.Sc. in Forestry Economics.
Not Independent Committee Memberships

Mr. Davies is not a member of any Committee. He attends the Management Resources & Compensation
Committee meetings in his capacity as President and Chief Executive Officer of the Company.

Shares and Share Equivalents Held:

Has Minimum

Total of Class Value of Class Share
AAO0 Subor{AiA0 Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares ¥ DSUs @ and DSUs and DSUs ¥ Been Met?®

Mr. Davies has
until December
31, 2011 to meet
the requirement.

112,000Cl as s 161,355 273,355 $1,390,324

HAROLD C. KALKE Mr. Kalke is the founder and President of Kalico Developments Ltd., a real estate development and
management company, since 1971. He has founded and operated several other companies in the real

Age 69 estate development business and oil and gas sector. Mr. Kalke is a past Chairman of the Board of
West Vancouver, BC Governors of the University of British Columbia. Mr. Kalke holds a B.Sc. in Engineering and a MBA from
Canada "7 | the University of Western Ontario.
Director Since: July Committee Memberships
2000 Corporate Governance & Nominating Committee
Environment & Safety Committee
Independent .
Shares and Share Equivalents Held:
Has Minimum
Total of Class Value of Class Share
iA0 Subor|AAd Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares ™ DSUs @& and DSUs and DSUs “ Been Met?®
5,300 ClI 27,060 32,360 $149,610 Yes
PETER M. LYNCH Mr. Lynch has been the Executive Vice President and a director of Grant Forest Products Inc. (and its
Age 59 predecessor), a producer of OSB and engineered wood products, since 1993. From 1982 he carried on

the private practice of law as a sole practitioner; prior thereto he was a partner with the law firm of
Toronto, ON, Canada Field, Turner, Dunn & Lynch from 1979 to 1982. Mr. Lynch holds a LL.B from Osgoode Law School and
is a member of the Law Society of Upper Canada, the Canadian Bar Association and the Ontario Bar
Director Since: Association.

October 2006

Committee Memberships

Independent Audit Committee
Environment & Safety Committee

Shares and Share Equivalents Held:

Has Minimum

Total of Class Value of Class Share
AAO0 Subor{iA0 Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares ¥ DSUs @ and DSUs and DSUs ¥ Been Met?®

Mr. Lynch has
until December
31, 2011 to meet
the requirement.

- 21,060 21,060 $97,367

INTERFOR 2010
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GORDON H.
MacDOUGALL

Age 64

West Vancouver, BC,
Canada

Director Since:
February 2007

Independent

Mr. MacDougall is Vice Chairman and Partner of Connor, Clark & Lunn Investment Management Ltd., an
asset management firm. From 1996 to 2006, he was a Partner at Connor, Clark & Lunn Investment
Management Partnership and Director, Head of Portfolio Strategy Team and Head of Client Solutions
Team of Connor, Clark & Lunn Investment Management Ltd. He previously served as lead director for
Intrawest Corporation. Mr. MacDougall is currently the Chairman of the Investment Committee and a
director of Vancouver Foundation. He holds a CFA from the University of Virginia, a MBA from the
University of Pittsburgh and a B.Comm. in Finance from Sir George Williams University (now Concordia
University).

Committee Memberships

Management Resources & Compensation Committee
Audit Committee

Shares and Share Equivalents Held:

Has Minimum
Total of Class Value of Class Share
AAO0 Subor{AiA0 Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares ¥ DSUs @ and DSUs and DSUs ¥ Been Met?®
15,000 Class —A |l 21,060 36,060 $188,136 Yes

J. EDDIE McMILLAN

Perdido Key, Florida,
USA

Age 64

Director Since:
October 2006

Mr. McMillan is an independent business consultant. From 1998 until his retirement in 2002, he was
Executive Vice President — Wood Products Group of Willamette Industries Inc. Prior to 2002, Mr.
McMillan held various management positions with Willamette Industries Inc. Over the years, he has
served as a director of Forest Express, Inc. and has been associated with numerous industry association
boards including the American Plywood Association, National Particleboard Association, Particleboard
and MDF Institute, Southern Forest Products Association, Western Wood Products Association, National
Association of Lumber Wholesalers and the American Forest and Paper Association. He has a B.Sc. in
Accounting/Business Administration from Louisiana Tech University.

Independent Committee Memberships
Management Resources & Compensation Committee
Corporate Governance & Nominating Committee
Shares and Share Equivalents Held:
Has Minimum
Total of Class Value of Class Share
AA0O Subor|AAO Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares ) DSUs @ and DSUs and DSUs ¥ Been Met?®
Mr. McMillan has
until December
- 6,000 6,000 $32,140 31, 2011 to meet
the requirement.
E. LAWRENCE Mr. Sauder is Chairman of the Company. From 2004 until his appointment to Chairman in 2008, he was
SAUDER Vice Chairman of the Company. He is also the Chairman of Hardwoods Distribution Income Fund, a

Vancouver, BC, Canada
Age 57

Director Since: April
1984

Not Independent

distributor of wood products, and Chairman and CEO of Sauder Industries Limited, a manufacturer and
distributor of building products. From 1988 to 2004, he was President of Sauder Industries Limited. He
is @ member of the World Presidents Organization.

Committee Memberships

Environment & Safety Committee

Shares and Share Equivalents Held:

Has Minimum
Total of Class Value of Class Share
AAO0 Subor{iA0 Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares DSUs ¥ and DSUs and DSUs ¥ Been Met?®
5,000 cCfa 16,000 21,000 $120,986 Yes®
INTERFOR 2010
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JOHN P. SULLIVAN Mr. Sullivan is a Corporate Director. From 2001 to 2003, he was Vice President of the Company. He
joined the Company following the acquisition of Primex Forest Products Ltd. ( —P r i ,whexellhg was

Vancouver, B.C., Vice President, Corporate Development from 1987 to 2001. Prior to 1987, he held various management

Canada positions at Primex. Over the past years, he has served on many boards including Primex, as well as
Age 65 several federal crown and private companies.
Director Since: May Committee Memberships
2001 Management Resources & Compensation Committee
Corporate Governance & Nominating Committee
Independent _
Shares and Share Equivalents Held:
Has Minimum
Total of Class Value of Class Share
AAO Subor|{AA0 Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares ™ DSUs @& and DSUs and DSUs ¢ Been Met?®
120,786 G 12,000 132,786 $613,910 Yes
DOUGLAS W.G. Mr. Whitehead is currently the Chairman of Finning International Inc. ( —F i, ra rdistribgttr )of
WHITEHEAD Caterpillar products and support services. From 2000 to 2008, he was the President and Chief Executive
Ade 63 Officer of Finning. Prior to joining Finning, Mr. Whitehead held a number of senior executive positions
ge with Fletcher Challenge Canada, including President and Chief Executive Officer, Senior Vice President
North Vancouver, B.C., | and Chief Operating Officer and Vice President of the Crown Packaging Division. Mr. Whitehead is also
Canada currently a director of Ballard Power Systems Inc., Belkorp Industries Inc. and Inmet Mining
) _ _ Corporation. Over the years, he has served as director of Terasen Inc., Fletcher Challenge Canada,
Director Since: April Finlay Forest Industries and Timberwest Forest Limited. Mr. Whitehead holds a MBA from the
2007 University of Western Ontario and a B.Sc. in Engineering from the University of British Columbia.
Independent Committee Memberships
Audit Committee

Management Resources & Compensation Committee
Shares and Share Equivalents Held:

Has Minimum

Total of Class Value of Class Share
AAO Subor{AiA0 Subor Ownership
Total Voting Shares Voting Shares Requirement
Shares ) DSUs ¥ and DSUs and DSUs ¥ Been Met?®

Mr. Whitehead
has until April,
2012 to meet the
requirement.

13,000 CI 4,000 17,000 $81,826

(1) The number of shares held includes shares directly or indirectly beneficially owned or under the control or direction of such
nominee. In respect of E. Lawrence Sauder, see also note (2).
(2) Sauder Industries Limtedowns 1, 011, 735 Cl as and190,27COImaan  -s-Anete \Bting shares of the
Company (col | ect i vel ySaudédr éndust&s lamitedsslindirectly owned by a holding company, which in turn, is
indirectly owned in part by E. Lawrence Sauder. E. Lawrence Sauder controls or directs the exercise of the voting rights
attached to these Shares with respect to routine matters such as the election of directors and appointment of auditors. For
Mr. Sauder the total market value of Class "A" Subordinate Voting shares and DSUs does not include shares held by Sauder
Industries Limited.
(3) For information on DSUs, s ®eferred Share Unit Planll  page 17 of this Information Circular.
(4) This value is calculated as the greater of: (i) actual cost of shares and the grant date market value of DSUs awarded; and (ii)
the market value, usingt he wei ghted average trading price of the Class —AIl Su
Exchange for the five trading days preceding the applicable valuation date for such shares and DSUs. The market value used
for the comparisonis$4. 6233 per share or DSU held, being the weighted aver a
Voting shares on the Toronto Stock Exchange for the five trading days preceding March 18, 2010.
(5) All non-executive directors, including the Chairman of the Board, are required to own a minimum value o f Class —Al
Subordinate Voting shares and DSUs equal to five times the current Annual Director Member Retainer i.e. $125,000, within 5
years of becoming a director, or by December 31, 2011, whichever is later. The Chief Executive Officer, Mr. Davies, is
required to hold a minimum value of Class —AIll  Subor di n aor®SUy edqual im galues th three times his annual
base salary in effect as of January 1, 2007 by December 31, 2011. In determining whether a director has met his minimum
shareholding requirement, the total number of Cl ass —AIl Su lhares dnd BDSU$ held byatdireatar is salued at
the greater of: (i) actual cost of shares and the grant date market value of DSUs awarded; and (ii) the market value, being
the weighted average trading pr i cskarendn the FioeontaCStoaksExcharga for tieufiteo r di nat e
trading days preceding the applicable valuation date for such shares and DSUs.
(6) TheBoard hastakeni nt o consi deration Mr. Sauder’'s indirect sharehol dings i
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requirement . See note (2) above regarding Mr. Sauder’s indirect s

To the knowledge of the Company's directors and executive officers, none of the proposed nominees for
director (nor any personal holding company of the proposed director):

(a) is, as at the date of this Information Circular, or has been, within 10 years before the date of the
Information Circular, a director, chief executive officer or chief financial officer of any company (including
the Company) that was subject to a cease trade order or similar order or an order that denied the
relevant company access to any exemption order under securities legislation that was issued while the
proposed director was acting in the capacity as director, chief executive officer or chief financial officer or
issued after the proposed director ceased to be a director, chief executive officer or chief financial officer
and which resulted from an event that occurred while the person was acting in that capacity;

(b) except as described in this Information Circular, is, as at the date of the Information Circular, or has
been within 10 years before the date of this Information Circular, a director or executive officer of any
company (including the Company) that, while that person was acting in that capacity, or within a year of
that person ceasing to act in that capacity, became bankrupt, made a proposal under any legislation
relating to bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement or
compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets; or

(c) has, within 10 years before the date of this Information Circular, became bankrupt, made a proposal
under any legislation relating to bankruptcy or insolvency, or became subject to or instituted any
proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or trustee
appointed to hold the assets of the proposed director.

Mr. Lynch is an executive officer and director of Grant For est Products I nc. (—Grant F

2009, Grant Forest and certain affiliated entites f i | ed and obtained protection
Creditors Arrangement Act in order to restructure its business affairs.

BOARD AND COMMITTEE MEETINGS HELD FOR THE YEAR ENDED DECEMBER 31, 2009

Board/Committee TM?\::;?;';? of I:;::in;s;a
Board of Directors me 4 Yes
Audit Committee 4 Yes
Corporate Governance & Nominating Committee 4 Yes
Management Resources & Compensation Committee 3 Yes
Environment & Safety Committee 4 Yes

(1) The Board held 4 regular quarterly meetings.
(2) In addition to the 4 Board meetings, the directors attended a two-day strategic planning session in October 2009.
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BOARD/COMMITTEE MEETING ATTENDANCE BY DIRECTORS FOR THE YEAR ENDED
DECEMBER 31, 2009

. % Board . . % Committee

Director Boa‘{gt;lﬁ-::&ngs Meetings C°“‘A“t‘t':fcfe':§,?§)' ngs Meetings

Attended Attended
MRCC -2 of 2 100%
ESC-2of 2 100%
Lawrence I. Bell 4 of 4 100% CGNC -2 of 2 100%
AC-20f2 100%

Duncan K. Davies 40of 4 100% See Note (1) below -
AC-2o0f 2 100%
MRCC - 2 of 2 100%
Harold C. Kalke 4 of 4 100% CGNC — 2 of 2 100%
ESC-2o0f 2 100%
CGNC -2 of 2 100%
Peter M. Lynch 4 0of 4 100% ESC-4of 4 100%
AC2of 2 100%
CGNC-2o0f 2 100%
AC-2o0f 2 100%
Gordon H. MacDougall 4 of 4 100% MRCC — 1 of 1 100%
AC-20f2 100%
ESC -2 of 2 100%
. . AC-20f2 100%
J. Eddie McMillan 4 of 4 100% MRCC — 1 of 1 100%
CGNC—-20f 2 100%
MRCC -2 of 2 100%
0,

E. Lawrence Sauder 4of4 100% ESC — 2 of 2 100%
CGNC -4 of 4 100%
. AC-2o0f2 100%
John P. Sullivan 4 of 4 100% ESC— 2 of 2 100%
MRCC—-1of 1 100%
CGNC -2 of 2 100%
Douglas W.G. Whitehead 4 of 4 100% MRCC - 3 of 3 100%
AC-20f2 100%

(1) Mr. Davies attended the Management Resources & Compensation Committee meetings in his capacity as President and Chief
Executive Officer of the Company.
(2) For the purposes of this table,
MRCC = Management Resources & Compensation Committee
ESC = Environment & Safety Committee
AC = Audit Committee
CGNC = Corporate Governance & Nominating Committee
(3) The table reflects the changes in Committee membership which became effective April 23, 2009.

3. RE-APPOINTMENT AND REMUNERATION OF AUDITORS

TheCompany'’' s Audi t IZgevemsand recemmandsato thd Board the appointment of the
external auditors of the Company. | nt e r Board re@mmends the re-appointment of KPMG LLP,
Chartered Accountants, Vancouver, as the auditors of the Company to hold office until the termination of
the next annual meeting of the Company. KPMG LLP has served as the auditors of the Company for more
than five years. It is proposed that the remuneration to be paid to the auditors be determined by the
directors of the Company. Unless otherwise instructed, the persons named in the enclosed form of proxy
will vote in favour of the re-appointment of KPMG LLP, Chartered Accountants, Vancouver, British
Columbia, as auditors of the Company to hold office until the next Annual General Meeting of the
shareholders and to authorize the directors to fix the remuneration of the auditors so appointed.
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In 2009, the Company engaged KPMG LLP as both financial and environmental certification auditors. Fees
for financial audits, environmental certification audits and other services provided by KPMG LLP during the

years ended December 31, 2008 and December 31, 2009 were as follows.

2009 Fees 2008 Fees

Audit and audit-related fees:
Audit of the consolidated financial statements $ 290,000 $ 350,000
Quarterly reviews 90,000 96,000
Business acquisition related audits - 250,000
Audit-related fees ) 33,300 51,725
Total audit and audit-related fees 413,300 747,725
Tax fees @ 17,875 41,613
All other fees - forestry certification audits 36,350 67,200
- internal control over financial reporting advisory fees - 24,281
- due diligence advisory fees 12,500 -
TOTAL $ 480,025 $ 880,819

(1) Audit-related fees consist principally of fees for professional services rendered with respect to audits of a defined benefit

pension plan, subsidiary companies, and consultation related to accounting issues.

(2) Tax fees consist of fees for tax compliance services, professional services related to U.S. cross border transfer pricing and sales

tax.
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CORPORATE GOVERNANCE

Board of Directors

The Board is responsible for the stewardship of the Company on behalf of the shareholders. The Board
has established guidelines on corporate governance issues which set out the manner in which it will
discharge its stewardship responsibilities, in some cases with the assistance of Committees of the Board.
See Statement of Inter f oCorfparate Governance Practices set out in Appendix A to this Information
Circular.

The Board is responsible for the overall strategic direction of the Company and approves the Strategic
Plan, the Business Plan and all major developments related to the business of the Company, including
major debt and equity financing, capital expenditures and dividend policies. The Board has adopted a
Code of Conduct that governs the actions of the directors, officers and other employees of the Company.

The objective of the Board is to ensure that the business and affairs of the Company are conducted in the

best interests of the Co mp alnoffthe Company involges @ considetation 6Eb e st i n
the long term best interests of the Company, while also giving consideration to the interests of the
various stakeholders of the Company. The eBGplopgegny’ s st
customers and suppliers. The Board has delegated the day-to-day management responsibilities to the
Company’ s management and expects them to fulfildl this r

achieving this objective.

During 2009, the Board held four regular quarterly meetings and a two-day intensive strategic planning
session. At every regular quarterly meeting, the Board discusses issues without the presence of
management —-in camerall, and in addition, the independent directors meet -in camerall at each meeting
with neither management nor the non-independent directors present.

Committees of the Board of Directors

Corporate Governance & Nominating Committee

The Corporate Governance & Nominating Committee is mandated with ensuring the Company develops

and implements an effective approach to corporate governance which enables the business and affairs of

the Company to be carried out with the objective of enhancing shareholder value. This Committee

monitors the size, composition, independence and effectiveness of the Board, its members and
committees, and makes recommendations with respect to di r e ¢ tompersdtionc It ensures there is an

orientation process for new directors and an ongoing education program to increase the di r ect or s’
awareness of the Company’s bus Caomenitee resiewd the nominatios sfues it
new director candidates in consultation with the Chairman. The Committee may authorize the
engagement of outside advisors to assist individual directors in fulfilling their responsibilities. The

Corporate Governance & Nominating Committee met four times in 2009.

Effective April 23, 2009, the Corporate Governance & Nominating Committee consists of the following
independent directors: J. E. McMillan (Chair), Lawrence I. Bell, Harold C. Kalke and John P. Sullivan.

Audit Committee

The Audit Committee is mandated with reviewing annual financial statements and certain other legally
required financial documents before they are approved by the Board. In so doing, the Audit Committee
meets independently with the Company’s Auditormm to rev
procedures of internal control and to review the nature, scope and findings of the annual audit. The
Audit Committee also ensures the Company has an effective strategy to manage its principal risks. The
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Audit Committee also reviews the quarterly unaudited financial statements and the quarterly

Management Discussion and Analysis before they are approved by the Board. The Audit Committee

consults with the Company’' s Auditors as part of the review. T
appointment of the external auditor and approves their compensation and any non-audit services
provided by t huditor< o Thp Audif Canmittee met four times in 2009. Additional
information relating to the Audit Commi t t atien Form cont ai
dated as at March 18, 2010.

Effective April 23, 2009, the Audit Committee consists of the following independent directors: Gordon H.
MacDougall (Chair), Lawrence 1. Bell, Peter M. Lynch and Douglas W.G. Whitehead.

Environment & Safety Committee

The Environment & Safety Committee ( E&S Committeell )i s mandated to monitor t h
ongoing commitment to its principles, values and policies regarding environment and safety matters. The

E&S Committee reviews the information systems, assessment procedures and, if necessary, remedial

proceduresto ensuret he Company’'s operations are in complyiance w
laws and regulations and there is a pattern of continuous improvement in minimizing any adverse
environmental, health and safety impacts. In addition to reporting its findings to the Board, the E&S

Commi ttee has arranged for a report to be included in
E&S Committee met four times in 2009.

Effective April 23, 2009, the E&S Committee consists of the following independent directors: Peter M.
Lynch (Chair), Harold C. Kalke and E. Lawrence Sauder.

Management Resources & Compensation Committee

The Management Resources & Compensation Committee ( MRCCIl )is mandated to ensure that the
Company develops and implements long range plans and programs for attracting, retaining, developing,
motivating, evaluating and compensating management to provide the Company with a high level of
strength, depth and continuity in its human resources. The MRCC reviews and approves the
management succession plan, overall compensation, including short-term and long-term incentives, at
the executive level (except in the case of the Chief Executive Officer, it reviews and recommends for
approval by the Board), and monitors the competitiveness of compensation at all levels of management.
The MRCC is also responsible for ensuring the goals and objectives and position description of the Chief
Executive Officer are in alignment with the Mandate of the Board (a copy of the Mandate of the Board
can be found on page 44 of this Information Circular). The MRCC monitors the objectives, form and
performance of the Company’ sthrpetimesin@009.pl ans. The MRCC |

Effective April 23, 2009, the MRCC consists of the following independent directors: Douglas W.G.
Whitehead (Chair), Gordon H. MacDougall, J. Eddie McMillan and John P. Sullivan.
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COMPENSATION

DIRECTOR COMPENSATION

Director compensation is paid to directors and includes annual retainers, meeting fees and equity-based
incentive compensation in the form of deferred share units. The compensation is intended to provide an
appropriate level of remuneration considering the responsibilities, time requirements and accountability of
their roles on the Board. The Corporate Governance & Nominating Committee annually reviews and
recommends to the Board the compensation of all Board members. The Corporate Governance &
Nominating Committee uses comparative information to ensure that the compensation is competitive.

Annual Retainers and Meeting Fees

In April 2008, the Corporate Governance & Nominating Committee undertook a comprehensive review of
director compensation. The Committee determined at that time t hat t he Company’
compensation, except the Chairman’ s compensati on, was no |l onger
economic conditions at that time, the Committee concluded that it would be inappropriate to increase
director compensation.

In 2009, the Committee reaffirmed its decision that no changes should be made to director
compensation. As a result, the annual retainers, meeting attendance fees, committee and chair retainers
remained as set out in the following fee schedule, payable on a quarterly basis.

Annual Chairman Retainer $125,000
Annual Director Member Retainer, except CEO $ 25,000
Lead Director Retainer (in addition to Annual Director Retainer) $ 5,000
CEO - Total Director Compensation® $ 6,000
Board Meeting Attendance Fee $ 1,000
Board Teleconferencing Fee (less than 1 hr) $ 500
Annual Committee Retainer $ 2,000
Committee Chair Retainer, excluding Chair of the Audit Committee $ 2,500
Audit Committee Chair Retainer $ 7,500
Committee Meeting Attendance Fee $ 1,000
Committee Teleconferencing Fee (less than 1 hr) $ 500
Per Diem — for Company business, tours or strategy sessions on days other than meeting days $ 1,000
Travel Time (if more than Y2 day is required) $ 1,000
Travel Fees and Other Significant Expenses Actual

(1) The Annual Chairman Retainer is inclusive of all retainers and travel, meeting attendance and teleconferencing fees.
(2) The Chief Executive Officer receives the CEO — Total Director Compensation only; no additional meeting fees are paid to the
Chief Executive Officer.

However, given the market conditions affecting the Company in 2009, all directors unanimously agreed to
forego their Annual Director Member Retainer (in the case of the Chief Executive Officer, the CEO — Total
Director Compensation, and in the case of the Chairman of the Board, $16,666 of his Annual Chairman
Retainer) for the period from May 1, 2009 to December 31, 2009.
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Deferred Share Unit Plan

In addition to annual retainers and meeting fees, the Board, upon the recommendation of the Corporate

Governance & Nominating Committee, approved, in its discretion, an annual grant of DSUs to each non-

executive director pur suant t o t heterred Sharp &nityPlars ( BSU Planll ) The DSUs

awarded represent a notionaln u mber of Class —AIl Subordinate Voting st
Board wishes to award to the directors to promote a greater alignment of interest between the directors

and the shareholders of the Company and assist the directors in achieving their minimum share

ownership requirement. DSUs are granted annually to the directors following the election of directors to

theBoardat t he Company’s Annual Gener aThe fdiowitgitablgshawa d v e st
the number of DSUs granted to the non-executive directors in 2009.

. Number of DSUs
Position Granted
Chairman 4,000

Other non-executive directors™™ 2,000

(1) The Chief Executive Officer does not receive a grant of DSUs.

The DSUs granted can only be redeemed when a triggering event has occurred. If the triggering event is

death, disability or retirement, the DSUs may be exercised until December 31 of the year following the

triggering event. If the triggering event is resignation or termination, the exercise period extends for

only thirty days after the triggering event. DSUs can be exercised for a cash payment equal to the
weighted average trading price of the Class —Al Subot
Toronto Stock Exchange for the five consecutive trading days ended on the trading day immediately prior

to the exercise date.

In addition, directors are entitled to elect to receive their Annual Director Member Retainer, or, in the

case of the Chairman, the Annual Chairman Retainer, in DSUs, at the prior election of a director. The

actual number of DSUs granted to a director is calculated by dividing the dollar amount of the retainer

elected to be paid in DSUs by the weighted average tr
shares on the Toronto Stock Exchange during the last five trading days preceding the end of each

cal endar guarter. The DSUs vest i mmedi atel vy. DSUs cc
minimum share ownership requirement.

Share Appreciation Rights Plan and Share Option Plan

In 2002 and 2003, the directors participated in the C o mp a rShare SAppreciation Rights Plan ( SAR
Planll \) Prior to 2002, directors participated in the Share Option Plan.

Di r e c tSkharesOwnership Requirement

The Company has in place a share ownership requirement for directors to align the interests of directors

with those of shareholders. All non-executive directors, including the Chairman of the Board, are

required to own a minimum valueof Cl ass —AIl Sub or, ahd DS4S, equahto five imgs s har e s
the current Annual Director Member Retainer i.e. $125,000, within five years of becoming a director, or

by December 31, 2011, whichever is later. See page 29 for the share ownership requirement of the Chief

Executive Officer.
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The following table shows the actual and required CIl ass —Al Su b baresl and d8Us Vot i n g

holdings as of December 31, 2009 for the directors, except the Chief Executive Officer.

Number of Class Number of Total Shares Sr\"aa::: :: d Value of
AAO Subord Deferred and Deferred Deferred Holdinas Date
Voting Shares Share Units Share Units . ng Required
~ N Share Units Required
(AShareso) Held Held (1)
Held
Lawrence 1. Dec. 31,
Bell 35,300 12,930 48,230 $243,244 $125,000 2011
Harold C. Dec. 31,
Kalke 5,300 27,060 32,360 $159,341 $125,000 2011
Peter M. Dec. 31,
Lynch - 21,060 21,060 $103,699 $125,000 2011
Gordon H. Feb. 28,
MacDougall 15,000 21,060 36,060 $188,136 $125,000 2012
J. Eddie Dec. 31,
McMillan - 6,000 6,000 $32,140 $125,000 2011
E. Lawrence o) Dec. 31,
Sauder 5,000 16,000 21,000 $120,986 $125,000 2011
John P. Dec. 31,
Sullivan 120,786 12,000 132,786 $653,838 $125,000 2011
Douglas .
W.G. 13,000 4,000 17,000 483,708 $125,000 2\8;”230'
Whitehead

(1) In determining whether a non-executive director has met his minimum shareholding requirements, the total number of Class
—AIll Subor di hases and DSOst heleh iy a son-executive director will be valued at the greater of: (i) actual cost of
shares and the grant date market value of DSUs awarded; and (ii) the market value, using the weighted average trading price
of the Class —AIl Subordinate Voti ng Sfve traliag deys pracddieg theapplicable o St oc k
valuation date for such shares and DSUs. The market value used for the comparison is $4.9240 per share or DSU held, being
the weighted average trading price of the Class —AIl Subordinate
trading days preceding December 31, 2009.
(2) For Mr. Sauder, onlyt h e CI| &ubardinateAVbting shares held directly by Mr. Sauder are included in this table. However,
in determining whether Mr. Sauder has met his share ownership requirement, the Board has taken into consideration Mr.

E

Sauder’' s indir eSeanots(R)on gagedld rdé qragrsdi ng Mr . Sauder’'s indirect sharehol
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Di

rectorés Total Compensation

The following table sets out the total director compensation for the year ended December 31, 2009.

Share-based
Awards®
Received DSU Option- Non-Equity - All Other
Name ® Eat::fl(z) in lieu of Plan based | Incentive Plan P‘e’:Is:;n Compensation Total

Annual Awards | Awards | Compensation ®

Director

Retainer

$ $ $ $ $ $ $ $

'I;ae‘l’;"e“ce L | 31,6539 930 5,018 ; - ; 1,000 38,601

Harold C. | 55859 | 4,224 5,018 - - - 1,000 36,101

Kalke

Peter M. 233509 | 4,224 5,018 - - - 9,000 41,601

Lynch

Gordon H. | 4050 | 4224 5,018 - - - 1,000 35,101

MacDougall

J. Eddie

McMillan 27,833 - 5,018 - - - 9,000 41,851

E.

Lawrence 108,333 - 10,035 - - - - 118,368

Sauder

John P. 29,583 - 5,018 - - - 1,000 35,601

Sullivan

Douglas

W.G. 26,583 - 5,018 - - - 1,000 32,601

Whitehead

(1) Duncan Dakompensation is set out in the Summary Compensation Table on page 30.

(2) Fees earned consist of annual retainer fees, committee, chair and meeting fees. For the period from May 1, 2009 to December
31, 2009, due to the then current market conditions affecting the Company, all directors agreed to forego their Annual Director
Member Retainer (in the case of the Chairman, $16,666 of his Annual Chairman Retainer).

(3) The DSU Plan provides that DSUs awarded under the DSU Plan shall be awarded at a value equal to the weighted average
trading price of the Class —AIl Subor di n aforéhe five tradimg glays priar toéhe
date of the grant. The amount reflected in the table represents such value, which the Board has determined is the grant date
fair value of such DSUs.

(4) Messrs. Bell, Kalke, Lynch and MacDougall elected to receive all or a portion of their Annual Director Member Retainer for 2009
in DSUs. Since the directors agreed to forego their Annual Director Member Retainer for the period from May 1, 2009 to
December 31, 2009, Messrs. Bell, Kalke, Lynch and MacDougall only received DSUs in respect of that portion of their Annual
Director Member Retainer payable in respect of the period prior to May 1, 2009.

(5) All Other Compensation consists of per diem rates (includes the strategic planning session) and travel time.
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Outstanding Share-Based Awards and Option-Based Awards

The following table sets out for each director (except the Chief Executive Officer) all outstanding option-
based ( Shar e Appr ec$SARSsli)o na nRIi gShhtasand(sh&e-tiasedawards outstanding as
at December 31, 2009.

OPTION-BASED AWARDS™ SHARE-BASED AWARDS®?
bt | option | oy | ymeiedt, | Shrwor | payout vaue
Name Underlying E:ﬁ::gf Expiration In-the- Shl;'::: :hfat ba:(fa:?\?lzg; ds
Unexe_rcised Date money have not that have not
Options Options Vested Vested
# $ $ # $
Lawrence I. Bell
Stock Options 2,000 4.85 30-Jan-2010 - - -
Stock Options 3,000 3.65 18-Jan-2011 3,120 - -
SARs 5,000 4.33 22-Jan-2012 2,822 - -
SARs 5,000 6.45 30-Jan-2013 - - -
Harold C. Kalke
Stock Options 5,000 3.65 18-Jan-2011 5,200 - -
SARs 5,000 4.33 22-Jan-2012 2,822 - -
SARs 5,000 6.45 30-Jan-2013 - - -
E. Lawrence Sauder
Stock Options 5,000 4.85 30-Jan-2010 - - -
Stock Options 5,000 3.65 18-Jan-2011 5,200 - -
SARs 5,000 4.33 22-Jan-2012 2,822 - -
SARs 5,000 6.45 30-Jan-2013 - - -
John P. Sullivan
Stock Options 100,000 4.94 30-Apr-2011 - - -
SARs 29,000 4.33 22-Jan-2012 16,365 - -
SARs 22,800 6.45 30-Jan-2013 - - -

(1) Prior to 2002, the directors participated in the C o mp a Share ©ption Plan. In 2002 and 2003, the directors participated in

the Company’s Share Appreciation Rights Pl an.

(2) The table does not include outstanding DSUs held by the directors because DSUs vest immediately upon grant. The number of

DSUs currently held by directors and the value of same is shown in the table on page 18 of this Information Circular.
(3) Option Exercise Price for share appreciation rights represents the base price of the share appreciation rights.
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Director Incentive Plan Awards i Value Vested or Earned During the Year

The following table sets out incentive plan awards for each of the directors for the fiscal year ended
December 31, 2009. The only share-based awards received by directors are DSUs, which vest
immediately upon grant.

Share-Based Awards i Value Vested During the year @

Name™

Received in lieu of
Annual Director
Retainer®

DSU Plan Awards™®

Lawrence I. Bell :30 5,?)18
Harold C. Kalke 4,224 5,018
Peter M. Lynch 4,224 5,018
Gordon H. MacDougall 4,224 5,018
J. Eddie McMillan - 5,018

E. Lawrence Sauder - 10,035
John P. Sullivan - 5,018
Douglas W.G. Whitehead - 5,018

1

(2)
3

)

Information regarding incentive plan awards vested or earned during the year by the Chief Executive Officer of the Company is

set out in the table on page 32.

DSUs vest immediately upon grant but can only be redeemed when a triggering event has occurred.
This column reflects the value of DSUs received by directors in lieu of their Annual Director Member Retainer in 2009. These

amounts are included

in the Fees

Earned column of t he

amount of the Annual Director Retainer that was received in the form of DSUs. The number of DSUs received was equal to

the dollar value

t he

retainer

in DSUs divided

shares on the Toronto Stock Exchange during the last five trading days preceding the end of each calendar quarter.
This column reflects the value of DSUs awarded to directors in 2009 as described on page 17. The value shown is the grant
a value equal togthe
shares on the Toronto Stock Exchange for the five trading days prior to the date of the grant.

date fair value

is calcul ated
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EXECUTIVE OFFICER COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS

Compensation Objectives and Strategy

The Management Resources andMRCGIMp eins att @ omo rmCoimnlida tfe@r (F

approving the compensation arrangements of t he
Officer. The MRCC reviews and recommends to the Board for approval the compensation arrangement of
the Chief Executive Officer. A key mandate of the MRCC is to maintain an executive compensation
program that achieves two objectives: to advance the business strategy of the Company, and to attract
and retain key talent necessary to achieve the business objectives of the Company. The Company also
believes in the importance of encouraging executives to own Company shares to more fully align
management with the interests of shareholders.

The Company creates a direct linkage between compensation and the achievement of business objectives
in the short- and long-term by providing an appropriate mix of fixed versus at-risk compensation. An

Compan

executive’ s personal performance, together wi t h corp

competitive market compensation data, are used to determine his/her actual compensation. The
Company generally targets total compensation (base salary and all at-risk compensation) at or about the
75" percentile of the selected comparator group, taking into consideration compensation practices of
regional and local companies from other industry sectors who may compete for executive talent, the
empl oyee’s varying | evel of responsibilities, i
and autonomous characteristics of the Company.

The Company puts the greatest emphasis on financial performance by placing a significant proportion of
total compensation at-r i sk based on the Company’s financi al
performance more than half of the total compensation earned by the Chief Executive Officer, the Chief
Financial Officer, the Chief Operating Officer and the two other highest paid executive officers

ndi vi dt

resul t

(col |l ect Named Executive Officersll ) woul d be expected t agelatedme fror

incentive compensation.

Benchmarking

The MRCC periodically reviews the total compensation arrangements for executive officers. To ensure
that the Company provides competitive compensation, the MRCC considers benchmark data showing
each component of compensation and total compensation levels benchmarked against the compensation
of executive officers in the selected comparator group. The Company periodically selects for
benchmarking purposes a comparator group comprised of other companies in the forest industry in
Canada and in the U.S. who are similar in size, complexity, and geographic location. In 2009, the
Company used the following western Canadian and Pacific Northwest U.S. based forest companies as its
comparator group.

COMPARATOR COMPANIES CRITERIA FOR SELECTION
Canfor Corporation e 5largest B.C. based forestry companies
Catalyst Paper Corporation e geographical competitors for executive talent
TimberWest Forest Corp. e traded on TSX; access to executive compensation
West Fraser Timber Co. Ltd. information

Western Forest Products Inc.

Louisiana-Pacific Corporation e  Pacific-Northwest based forestry companies
Plum Creek Timber e geographical competitors for executive talent
Potlatch Corporation e traded on NYSE; access to executive
Weyerhaeuser Company compensation information
INTERFOR 2010
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In addition to considering benchmarking data, the MRCC also considers other factors and considerations,
including the advice and recommendations provided by the Chief Executive Officer regarding
compensation, individual performance and the compensation practices of regional and local companies
from other industry sectors who may compete with the Company for executive talent.

The Company may also engage and obtain advice from independent compensation consultants who
provide benchmark market data and general market observations with respect to market trends and
issues. In 2007 the MRCC retained an external independent compensation consultant to review the
market competiveness of the total compensation arrangements for the Chief Executive Officer, the Chief
Financial Officer and the Chief Operating Officer and to provide benchmark data and general market
observations with respect to market trends. In October 2008 the MRCC retained an external
independent compensation consultant to review the total compensation arrangements for the Vice-
President and Corporate Treasurer based on additional benchmarking information. During 2009 the
Company did not engage the services of any independent compensation consultant to provide it with
executive compensation advice. Although the MRCC did not obtain additional benchmark data in 2009,
the MRCC believes that the Company's total compensation arrangements for the Named Executive
Officers remain competitive and continue to be aligned with the Company's compensation strategy.

Elements of Total Compensation

The el ements of the Company’s total compenseefuityon progi
incentives, and equity-based incentives. @ The Named Executive Officers also receive indirect
compensation benefits.

The objective of the Company’'s executi ve "pereemienofsati on
the selected comparator group measured over a five year period. The following chart depicts the

components of total compensation, as well as the desired mix assuming at-target performance by an

executive officer.

Fixed Compensation 40-60%

At-risk compensation 40-60%

Short-term incentives
e Short Term Achievement Rewards Plan
( STAR Planl §
 Discretionary Short-term Bonus Plan®®
e Pr esi de n farid©thek Discretibnary Bonuses
Long-term incentives
e Total Sharehol diSRPlaRk}) ur n
e Share Appreciation Rights Plan

(1) The STAR Plan was suspended indefinitely in February 2009.
(2) In February 2010, the Board adopted the Discretionary Short-term Bonus Plan to replace the STAR Plan to be
applicable commencing with the 2010 financial year.

Annual Base Salary

The MRCC reviews the base salaries of officers and from time to time makes adjustments that it
considers appropriate to recognize compensation paid by companies in the selected comparator group,
compensation practices of regional and local companies from other industry sectors who may compete
for executive talent, varying levels of responsibilities of the officer, individual performance and the
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complexity and autonomous characteristics of the Company. The MRCC approves the annual base salary
of the officers other than the Chief Executive
basesalarybased on the MRCC's recommendati on.

In addition to his annual base salary, the Chief Executive Officer receives an annual retainer of $6,000 as
a director of the Company (as described on page 16 und er t h e AnhualaRdtainerg and-Meeting
Feesll ) .

Non-Equity Incentives

Short-andlong-t er m i ncentive compensation primarily <co
non-equity incentive compensation plans which include the STAR Plan (prior to 2009), Discretionary
Short-term Bonus Plan (for 2010 and subsequent years), discretionary "President's Awards" and other
discretionary bonuses, the SAR Plan and TSR Plan.

a) STAR Plan and Discretionary Short-term Bonus Plan

The STAR Plan, a short-term incentive plan, is designed to directly align the compensation of the
Company’ s salaried e mpmelpeatve Officarse to dhdii pergonat performiinae
and the C o mp a rshort-term financial performance. The STAR Plan provides the Named Executive
Officers with the potential to earn an annual cash award based on the financial performance of the region
of the Company in which he or she works, and his/her personal performance. The STAR Plan recognizes
the cyclical nature of the forest industry and can result in large swings in award levels from year to year.
Awards under the STAR Plan to salaried employees, other than the Chief Executive Officer, are subject to
the discretion and approval of the MRCC. The MRCC reviews and recommends to the Board for approval
an award under the STAR Plan to the Chief Executive Officer.

In February 2009, the MRCC (and Board) suspended indefinitely the STAR Plan. As a result, no awards
were made to employees, including the Named Executive Officers, under the STAR Plan for 2009.

In February 2010, the MRCC adopted a new discretionary short-term bonus plan, which will be applicable
commencing with the 2010 financial year, to replace the STAR Plan. Under this new plan, the Company
will accrue 6.5% of earnings before tax (excluding one-time gains or losses) for awards for the
Company's salaried employees, including the Named Executive Officers. Nominations for such a bonus
for executive officers other than the Chief Executive Officer will be made by the Chief Executive Officer
and approved by the MRCC in its discretion. In the case of the Chief Executive Officer, the MRCC may
recommend for approval by the Board a bonus to the Chief Executive Officer.

b) Pr e s i de nsandothériacretionary Bonuses

The Presi dent ' dermiincentivd plan,ais asdisasetianary plan designed to reward salaried
employees who have made a noteworthy contribution to the Company during the prior year.
Nomi nations for a President’s Award are made by
in its discretion. In respect of 2009, Pr e s i d e n & in $he @ggregatel amount of $180,000 were
awarded to 20 employees, of which Messrs. Horning, Williams and Schulte received $25,000, $20,000
and $20,000 respectively.

In addition, the Board may from time to time grant discretionary short-term incentive bonuses to the
Chief Executive Officer and other executive officers or employees, to reward them for significant
contributions during the year. The Board determined that the Chief Executive Officer should be awarded
a discretionary bonus in the amount of $25,000 in respect of 2009.
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c) TSR Plan

Awards under the TSR Plan represent long-term non-equity incentive compensation designed to reinforce
the connection between remuneration and interests of the shareholders by motivating and rewarding
participants for improving the long-term value of the Company. In any year, a Named Executive Officer
either receives a grant under the TSR Plan or the SAR Plan, but not both. The Chief Executive Officer,
the Chief Financial Officer and the Chief Operating Officer participate in the TSR Plan. Effective January
1, 2009, the MRCC approved the Vice-President and Corporate Treasurer as a participant in the TSR Plan.

Under the terms of the TSR Plan, a target award is established each year for each participant to be

earned over a three year performance period. The target award is expressed as a percentage of the

annual base salary in effect at the beginning of the performance period and is earned depending upon

whether a pre-determined compound annual growthratei n t he mar ket price of the C
Subordinate Voting shares is achieved during the performance period. The formula which determines the

amount of the actual award received also sets a threshold level of increas e i n t he Company’' s st
below which no award is made and caps the maximum award that would be made under the Plan at

twice the target award. Following the end of a performance period, the award, if any, is paid in cash, or

at the prior election of the participant, subject to the overriding discretion of the Board described below,

the participant may receive all or a portion of their TSR Plan award in DSUs. In the event of death,

disability, retirement or involuntary termination, the award is determined at the end of the performance

period as if employment had continued and then pro-rated for the period of actual employment.

The threshold, target and maximum compound annual growth rate is approved by the Board. The
compound annual growth rate set out in the table below has been in effect since January 1, 2004. The
target award under the TSR Plan is earned if an average increase in share value of 7.5% compounded
annually is achieved over a three year performance period. One-half of the target award is earned if a
minimum compound annual growth rate of 5% is achieved. If a compound annual growth rate of 15% or
more is achieved by the Company, each participant can earn twice the target award. If a compound
annual growth rate of more than 5% but less than 15% is achieved by the Company, the award is
interpolated according to a formula. The following table sets out the compound annual growth rate and
the corresponding target award.

ggg&?g“&#g NUAL TARGET AWARD

Less than 5% No award

5% Y2 of Target Award ( Fhresholdll )

Between 5% and 7.5% Interpolated by Formula between 2 of Target Award and 1 times Target Award
7.5% 1 times Target Award ( Fargetll )

Between 7.5% and 15% Interpolated by Formula between 1 time Target Award and 2 times Target Award
15% and above 2 times Target Award ( Maximumll )

The MRCC annually, in its discretion, approves the target award for each eligible Named Executive

Officer, other than the Chief Executive Officer, based on its review of the market competitiveness of the
eligible Named Executive Oof ficer's tot al compensatio
recommends to the Board for approval the target award of the Chief Executive Officer, which annually is

determined by the Board in its discretion.

In February 2009, the MRCC (and, in the case of the target award for the Chief Executive Officer, the
Board) approved target awards under the TSR Plan for the performance period ending December 31,
2011. In February 2010, the MRCC (and in the case of the target award for the Chief Executive Officer,
the Board) approved target awards under the TSR Plan for the performance period ending December 31,
2012.
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The following table sets out the target awards approved by the MRCC or the Board, as the case may be,
for the performance periods indicated.

TARGET AWARD (EXPRESS
PARTICIPANT PERFORMANCE PERIOD AS A PERCENTAGE OF BASE
SALARY)
3 Years ended Dec. 31, 2009 100%
Chief Executive 3 Years ending Dec. 31, 2010 100%
Officer 3 Years ending Dec. 31, 2011 100%
3 Years ending Dec. 31, 2012 100%
3 Years ended Dec. 31, 2009 90%
Chief Financial 3 Years ending Dec. 31, 2010 90%
Officer 3 Years ending Dec. 31, 2011 90%
3 Years ending Dec. 31, 2012 90%
3 Years ended Dec. 31, 2009 90%
Chief Operating 3 Years ending Dec. 31, 2010 90%
Officer 3 Years ending Dec. 31, 2011 90%
3 Years ending Dec. 31, 2012 90%
Vice President & 3 Years ending Dec. 31, 2011 50%
Corporate
Treasurer?® 3 Years ending Dec. 31, 2012 50%

(1) The Senior Vice-President, U.S. Operations was appointed Chief Operating Officer in February 2007. For the performance
period ended December 31, 2009, his target award was tripled and consistent with the first grant under the TSR Plan to the
Chief Executive Officer and Chief Financial Officer to support the Company's retention objectives, the MRCC agreed that Mr.
Fulton's target award for the performance period ended December 31, 2009 would be guaranteed.

(2) The Vice President and Corporate Treasurer did not become eligible to participate in the TSR Plan until January 1, 2009. As

such, his first grant is for the performance period ending December 31, 2011.

Participants in the TSR Plan may elect in advance to have payment of all or a portion of their TSR award
in respect of a performance period paid in the form of DSUs under the DSU Plan. The Board, however,
has the discretion to override such an election and require that all or any portion of a TSR award which a
participant has elected to receive in DSUs be credited to an interest bearing cash account under the DSU

Plan.

DSUs count toward the achievement of a Named Executive Officer’ sminimum share ownership
requirement. DSUs received in lieu of a cash payment vest immediately. The number of DSUs received
is determined by dividing the amounto f t he
Subordinate Voting shares of the Company on the Toronto Stock Exchange for the five consecutive
trading days ended on the trading day immediately prior to the end of the three year performance

period.

award

weighted

average

There were no awards paid out under the TSR Plan for the performance period ended December 31,
2009 to the Chief Executive Officer and Chief Financial Officer. However, as a result of the guarantee of
his target award (see Note (1) above), the Chief Operating Officer earned a total of $1,215,000 for the
performance period ended December 31, 2009. The award was paid in March 2010 by crediting the

amount earned to an interest bearing cash account under the DSU Plan.
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The following table sets out the outstanding awards awarded to the Named Executive Officers under the
TSR Plan, the only non-equity long-term incentive plan:

Estimated Future Payout Under
Name Performance Period Non-Equity Incentive Plans )
Until Payout Threshold ¢V Target @ Maximum ?
$ $ $

Duncan K. Davies 3 Years ending Dec. 31, 2010 325,000 650,000 1,300,000
3 Years ending Dec. 31, 2011 325,000 650,000 1,300,000
3 Years ending Dec. 31, 2012 325,000 650,000 1,300,000
John A. Horning 3 Years ending Dec. 31, 2010 202,500 405,000 810,000
3 Years ending Dec. 31, 2011 202,500 405,000 810,000
3 Years ending Dec. 31, 2012 202,500 405,000 810,000
Sandy M. Fulton 3 Years ending Dec. 31, 2010 202,500 405,000 810,000
3 Years ending Dec. 31, 2011 202,500 405,000 810,000
3 Years ending Dec. 31, 2012 202,500 405,000 810,000
Stephen D. Williams 3 Years ending Dec. 31, 2011 68,750 137,500 275,000
3 Years ending Dec. 31, 2012 68,750 137,500 275,000

(1) The Thresholdismetif t he compound average growth rate of the Company’s Cla
performance period is 5%. If the Threshold is not met, no award is paid to the participants.

(2) The Target is met if the compound average growth rate of the Company’'s Class —AIl Subordinate Voti
performance period is 7.5%.
(3 The Maximum is reached if the compound average growth rate of the

the performance period is 15% or more.

(4) See above discussion on TSR Plan for determining the amount payable if the Threshold, Target or Maximum is met. If a
compound annual growth rate of more than 5% but less than 15% is achieved by the Company, the amount payable is
interpolated.

Equity Incentives

Equity incentive plan compensation may take the form of DSUs, SARs and Share Options. To date, the
Company has not granted DSUs to executive officers as compensation and stock options have not been
granted by the Company since 2001. Currently, SARs are the only equity incentives granted by the
Company to the executive officers as an element of total compensation.

a) Share Appreciation Rights Plan

The SAR Plan is a long-term incentive plan which is option-based. SARs are awarded to eligible Named
Executive Officers to provide additional long-term incentives and reinforce the connection between
remuneration and growth in shareholder value. In any year, a Named Executive Officer either receives a
grant under the SAR Plan or the TSR Plan, but not both. Since the Chief Executive Officer, the Chief
Financial Officer, the Chief Operating Officer and Vice-President & Corporate Treasurer participate in the
TSR Plan, they do not participate in the SAR Plan. The Vice-President & Corporate Treasurer became a
participant in the TSR Plan effective January 1, 2009. Prior to that, he participated in the SAR Plan.

Under the SAR Plan, SARs can be exercised for a cash payment equal to the number of rights exercised
multiplied by the increase in market value of the Company’ s Cl ass —AIl Subordinate Vot
the time of the grant and the time of exercise. The market value of a SAR is the weighted average
closing price of the shares on the Toronto Stock Exchange for the five consecutive trading days ended on
the trading day immediately prior to the date of the grant or exercise, as the case may be. The SAR
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grant expires on the earlier of ten years after the date of the grant, thirty days after termination other
than retirement, or one year after death. SARs may be exercised, subject to the following vesting
provisions:

TIME FROM DATE OF SAR GRANT % EXERCISABLE
2 years 40%
3 years 60%
4 years 80%
5 years 100%

At the beginning of each year, the MRCC approves the number of SARs to be granted to eligible

participants in the SAR Plan. In determining the number of SARs to be granted, the MRCC considers the
recommendation of the Chief Executive Officer, the emp
underlying Cl ass —Alare§ the aumber of aSARs issded tini pnegioussyears, both

specifically for that employee as well as in aggregate under the SAR Plan, and the expected short-term

incentive bonuses for that year. The number of SARs to be awarded is based on the number of

under l ying Class —AIl Subordinate Voting shares of the C
a dollar value that the Company intends to award as compensation.

In February 2009, 363,500 SARs were granted, of which 20,000 SARs were granted to Mr. Schulte. In
February 2010, the MRCC approved a grant of 280,000 SARs, of which 20,000 SARs were granted to Mr.
Schulte.

As of December 31, 2009, SARs granted that had not expired or been cancelled totaled 2,001,380, of
which 268,800 had been exercised. At December 31, 2009, 297,420 of the outstanding SARs were held
by the Named Executive Officers.

b) Deferred Share Unit Plan

The DSU Plan is intended to enhance the Company’s abil
to serve as directors and executive officers and to promote a greater alignment of interests between

participants and the shareholders of the Company. Under the DSU Plan, the Board may directly grant

DSUs to directors, officers or employees of the Company and its subsidiaries. The terms of such direct

grants are determined by the MRCC. Historically, no direct grants of DSUs have been awarded to the

Named Executive Officers under the DSU Plan, other than through elections by the Named Executive

Officers to receive payments under the TSR Plans in DSUs.

c) Share Option Plan

The Share Option Plan, a long-term incentive plan, i s i ntended to enhance the Co
attract and retain high quality employees and to promote a greater alignment of interests between

participants and the shareholders of the Company. Under the Share Option Plan, participants are granted

options to purchase Cl ass ofthé Co®pahyat aprice &ttablishetdoat then g s har ¢
time of the grant. The MRCC or Board, as the case may be, has not granted any options under this Plan

since 2001.

Under this Plan, 3,000,000 CI ass —AIl Sub chaks weee treservadoon Apnilg21, 1999 and,
with the approval of the Toronto Stock Exchange on April 6, 2001, an additional 250,000 shares were
reserved to facilitate the acquisition of Primex Forest Products Ltd. in 2001. As of December 31, 2009,
options had been granted and not cancelled or expired on 1,846,400 shares, of which 1,095,060 shares
had been exercised. Options that remain outstanding represent 1.6% o f the Company’'s CI
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Subordinate Voting shares issued as at the date of this Information Circular. At December 31, 2009,
252,800 of the outstanding options were held by the Named Executive Officers.

All options granted under this Plan were granted at fair market value on the date of the grant, and may
be exercised for a term of up to ten years from the date they were granted. Share options are subject to
the following vesting requirements:

TIME FROM DATE OF GRANT % EXERCISABLE
2 years 40%
3 years 60%
4 years 80%
5 years 100%

Indirect Compensation Benefits

Indirect compensation includes participation in the retirement plans described more fully on page 34, as
well as benefits available to all salaried employees of the Company such as extended health and dental
care, life insurance and disability benefits.

Executive Officer Shareholding Ownership Requirement

The Co mplamywnership requirement was introduced for the executive officers to provide a
further link between the interests of executive officers and shareholders, thereby demonstrating the
ongoing alignment of the interests with the interests of shareholders. The Chief Executive Officer is
required to hold a minimum number of C| as s —A late Batirtg shards, ar DSUs, equal in value to
three times his annual base salary in effect as of January 1, 2007, by December 31, 2011. The Chief
Financial Officer and Chief Operating Officer are each required to hold a minimum number of Class "A"
Subordinate Voting shares or DSUs equal in value to two times their annual base salaries, in effect as of
January 1, 2007, by December 31, 2011. The Vice-President and Corporate Treasurer is required to hold
a minimum number of Class "A" Subordinate Voting shares or DSUs equal in value to one times his
annual base salary as of January 1, 2009, by December 31, 2013. The following table shows the actual

and required Class —AIl Sub o hotdings as of Detemher 31,g2009 fomathee s

Chief Executive Officer, the Chief Financial Officer, the Chief Operating Officer and the Vice-President &
Corporate Treasurer. Value for this purpose is the higher of (i) actual cost of shares and the grant date
market value of DSUs awarded, and (ii) market value, being the weighted average trading price of the

Class —AIl Subordinate Voting shares on the Toronto

the applicable valuation date for such shares or DSUs received in payment of TSR Plan awards.

Number of
Minimum Class i Total Value of
Ownership Subordinate Number of Shares and Shares and Value of
. . Deferred . Date
Requirement Voting Deferred Deferred Holdings .
. Share . . . Required
(as a multiple Shares Units Held Share Units Share Units Required
of basesalary) (fiShar e Held Held®
Held
Chief
Executive 3 times 112,000 161,355 273,105 $1,390,324 $1,950,000 Dec. 31, 2011
Officer
Chief
Financial 2 times 140,000 80,000 220,000 $1,083,280 $900,000  Dec. 31, 2011
Officer
INTERFOR 2010

Information Circular

29

and

St

[o



Chief
Operating 2 times 23,500 — 23,500 $140,864 $900,000 Dec. 31, 2013
Officer

Vice-
President &
Corporate
Treasurer

1 times 39,500 — 39,500 $194,498 $275,000 Dec. 31, 2013

(1) Value determined as the higher of: (i) actual cost of shares and the grant date market value of DSUs awarded, and (ii)
$4.9240 per share or DSU held, being the weighted average tr adi ng prAteSobot thienLtl @s¥ot—+ ng shal
Toronto Stock Exchange for the five trading days preceding December 31, 2009.

SUMMARY COMPENSATION TABLE

The following table shows the total realized and target compensation awardedtot he Company’ s Nam
Executive Officers for the fiscal years ended December 31, 2009 and December 31, 2008.

Option Non-Equity Incentive
Name and Share Based Plan Compensation Pension All Other Total
F:;:ii'iﬂ?‘l Year  Salary AB\;I:%’S Awards  Annual Long-term  Value®® Compensation® Compensation
(€3] Incentive Incentive
Plans Plans*®
$ $ $ $ $ 5 $ 5
Duncan K.
Ilzf:s:iilsent& 2009 652,000 - - 25,000 - 67,250 - 744,250
Chief Executive | 2008 656,000 - - - - 67,750 54,865 778,615
Officer
John A. Horning
Senior Vice
Z:ﬁ:'fd;:;'ncial 2009 450,000 - ; 25,000 ) 43,250 ) 518,250
Officer & 2008 450,000 - - - - 43,750 - 493,750
Corporate
Secretary
Sandy M. Fulton
ls,f:s'?‘;e""'f; 2009 450,000 - - - 404,630 43,048 - 897,678
Chief Operating | 2008 450,000 - - - 405,740 44,369 - 900,109
Officer
Stephen D.
\"I‘i"c':?,':‘:si dent | 2009 275,000 - - 20,000?) - 22,250 - 317,250
& Corporate 2008 250,000 - 35,400 8,500 - 22,810 - 316,710
Treasurer
Otto F. Schulte
Vice President, | 2009 225,000 - 13,950  20,000®) - 16,250 - 275,200
Coastal 2008 225,000 - 35,400 5,000 - 20,194 - 285,594
Woodlands

(1) In addition to his annual base salary, Mr. Davies receives a CEO-Total Director Compensation in the amount of $6,000.
However, in February 2009, all directors, including Mr. Davies, unanimously agreed that they would forego their Annual
Director Member Retainer (in the case of the Chief Executive Officer, the CEO - Total Director Compensation) for the period
from May 1, 2009 to December 31, 2009. As such, Mr. Davies received only $2,000 in respect of that portion of his CEO-Total
Director Compensation payable for the period prior to May 1, 2009.

(2) Option-Based Awards include awards made under the SAR Plan. Messrs. Williams and Schulte participated in the SAR Plan in
2008. Effective January 1, 2009, Mr. Williams no longer participated in the SAR Plan as he became eligible to participate in the
TSR Plan. The number of SARstobe awarded i s based on the number of wunderlying C
the Company to which the SARs relate, rather than on a dollar value that the Company intends to award as compensation.
The value of the awards has been calculated using a Black-Scholes model (2009 grant) and a standard binomial model used to
value share-based awards (2008 grant).
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Il ncentive

P a n s made to bxecotives &theretlan the Presiderst and Ghief Estesutive Officer and
a discretionary bonus awarded by the Board to the President and Chief Executive Officer for 2009. No awards were made
under the STAR Plan for either 2008 or 2009 and the STAR Plan was indefinitely suspended in February 2009.

Long-term Incentive Plans represent amounts earne d

under

t he

Company’ s

TSR Pl an

n

cash and DSUs) under the TSR Plan in excess of amounts earned in prior years. There were no TSR payouts in 2009. In

respect of Mr. Fulton, he was appointed Chief Operating Officer in February 2007.

For the performance period ended

December 31, 2009, his target award was tripled and consistent with the first grant under the TSR Plan to the Chief Executive
Officer and Chief Financial Officer to support the Company's retention objectives, the MRCC agreed that Mr. Fulton's target
award for the performance period ended December 31, 2009 would be guaranteed. These amounts represent the value
earned in 2008 and 2009 on the guaranteed target award. The award matured on December 31, 2009 and was paid in March
2010 by crediting the amounts earned to an interest bearing cash account under the DSU Plan.

Pension Value amounts include Company contributions to the Deferred Profit Sharing Plan for Canadian-based Named

Executive Officers, Company contributions to the 401(k) Plan for the U.S.-based Named Executive Officer, plus Company
notional contributions to the Supplementary Pension Plan.

(3) Annual

(4

(5)

(6)
generally available to all employees.
exceed the

7)

|l esse

r of

INCENTIVE PLAN AWARDS

$50, 000
Total Compensation represents the sum of the amounts in the other columns.
Awards for Messrs. Williams and Schulte which may or may not be realized over the life of the awards.

and

Outstanding Share-Based and Option-Based Awards

10%

of a

Named

The following table sets out for each Named Executive Officer all option-based and share-based awards
outstanding as at December 31, 2009.

All Other Compensation includes perquisites and other personal benefits provided to a Named Executive Officer that are not
Perquisites and other personal benefits are only included above if in aggregate they
Executive
It includes the valuation of Option Based

OPTION-BASED AWARDS®®

SHARE-BASED AWARDS

Number of . Value of Number of
Securities Optu_)n Option Unexercised Sha_r s or Market or Payout
Ung:teiz:l:zed Date 3:) ::::_lys have not have not Vested
Vested
# $ $ # $
Duncan K. Davies
Stock Options 72,200 4.85 30-Jan-2010 - - -
Stock Options 103,900 3.65 18-Jan-2011 108,056 - -
SARs 93,900 4.33 22-Jan-2012 52,988 - -
John A. Horning
Stock Options 27,500 4.85 30-Jan-2010 - - -
Stock Options 34,600 3.65 18-Jan-2011 35,984 - -
SARs 44,000 4.33 22-Jan-2012 24,829 - -
Stephen D. Williams
Stock Options 3,800 4.85 30-Jan-2010 - - -
Stock Options 10,800 3.65 18-Jan-2011 11,232 - -
SARs 2,120 4.33 22-Jan-2012 1,196 - -
SARs 8,500 6.45 30-Jan-2013 - - -
SARs 5,600 6.07 27-]Jan-2014 - - -
SARs 5,400 7.09 25-Jan-2015 - - -
SARs 5,000 7.03 6-Feb-2016 - - -
SARs 7,500 8.02 19-Feb-2017 - - -
SARs 20,000 5.21 19-Feb-2018 - - -
Otto F. Schulte
SARs 23,900 6.45 30-Jan-2013 - - -
SARs 15,600 6.07 27-Jan-2014 - - -
SARs 13,400 7.09 25-Jan-2015 - - -
SARs 5,000 7.03 6-Feb-2016 - - -
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SARs

7,500

8.02

19-Feb-2017 -

SARs

20,000

5.21

19-Feb-2018 -

SARs

20,000

1.38

24-Feb-2019 70,230

(1)
(2

Prior to 2002, executive officers participated in the C o mp a Share ©ption Plan.
In 2002 and 2003 executive officers participated in the SAR Plan.

Commencing in 2004, in any year, a Named Executive

Officer receives a grant under the SAR Plan or the TSR Plan, but not both. Mr. Williams became a participant in the TSR Plan
effective January 1, 2009. Prior to that, he participated in the SAR Plan.
(3) Option Exercise Price for SARs represents the base price of the SARs.

Incentive Plan Awards i Value Vested or Earned During the Year

The following table sets out the incentive plan awards for each Named Executive Officer for the fiscal
year ended December 31, 2009.

Option Awards i Share Based Awards i Non-Equity Incentive Plan
Name Value Vested During Value Vested During the Compensation - Value Earned
the Year Year? During the Year
$ $ $
Duncan K. Davies - - 25,000®
John A. Horning - - 25,000
Sandy M. Fulton - - 404,630
Stephen D. Williams - - 20,000
Otto F. Schulte - - 20,0009
(1) Messrs. amdl $amslte’' s SARs which vested during the year had an ex

the underlying securities at the vesting date.

Named Executive Officers participating in the TSR Plan may elect to have payment of all or a portion of TSR Plan awards
earned paid in the form of DSUs under the DSU Plan, which DSUs immediately vest. In 2009 there were no awards paid out
under the TSR Plan except a guaranteed award paid to the Chief Operating Officer. The Board exercised its discretion and
required that the award be credited to an interest bearing cash account under the DSU Plan, rather than be paid in the form of
DSUs.

The amount for Mr. Davies represents a discretionary bonus granted by the Board. This amount has been included in the
Summary Compensation Table for 2009 as Non-Equity Incentive Plan Compensation.

The amounts for Messrs. Horning, Williams and Schulte ar e t hei r Pr e sThedeeamouhts have besn inclsided in
the Summary Compensation Table for 2009 as Non-Equity Incentive Plan Compensation.

Non-equity Incentive Plan Compensation for Mr. Fulton represents the value earned in 2009 on his TSR award in respect of the
three-year performance period ended December 31, 2009. The award matured on December 31, 2009 and was paid in March
2010 by crediting the amount earned to an interest-bearing cash account under the DSU Plan.

(2

3
*
©)
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TOTAL SHAREHOLDER RETURN COMPARISON

The following graph compares the cumulative changes over the last 5 years in the value of $100 invested
in shares of the Company with $100 invested in the S&P/TSX Composite Total Return Index and $100
invested in the TSX Paper and Forest Products Total Return Index.

Performance Graph

IFP.A vs TSX P&FP and TSX Composite
200 +
175 |
150 |
125

100 + r *
75 +
50 +
25 +

2004 2005 2006 2007 2008 2009
——nterfor 100.0 104.3 104.2 87.5 24.6 68.0
== TSX P&FP Total 100.0 70.7 76.1 81.0 41.0 62.8

TSX Comp Total 100.0 124.1 145.6 159.9 107.1 144.6

The substantial decrease inthe Company’' s share pr i dieectly impacked @xécutmsend 2008
compensation. As a result, total compensation of the Named Executive Officers fell due to non-payment

of the at-risk components of their compensation. Specifically,the decl i ne of t hpeiceompany’
2007 and 2008 resulted in no awards under the TSR Plan in 2007 and 2008 and the financial

performance of the Company during 2007 and 2008 resulted in no short-term incentive bonuses to the

Chief Executive Officer, Chief Financial Officer and Chief Operating Officer for those years. In addition, as

a result of market conditions affecting the Company, reflected in the graph, in February 2009 the MRCC

suspended the STAR Plan and, as a result, no awards were made under that plan in 2009. Further, other

than a guaranteed target award that was agreed to by the Company in 2007 in connection with retaining

the Chief Operating Officer and increasing his responsibilities, no awards were earned under the TSR Plan

in 2009 as a result of the market conditions reflected in the graph.
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EQUITY COMPENSATION PLAN INFORMATION

As at December 31,2009, t he Company has reserved the following ClI

for possible issuance under its Share Option Plan:

Number of securities

Number of securities to Weighted average remaining available for
be issued upon exercise exercise price of future issuance under
of outstanding options, outstanding options, equity compensation plans
warrants and rights¥) warrants and rights (excluding securities
reflected in the first
column)

Equity Compensation Plans

cnityholdes 4.20 1,403,600
Securityholders 501,340 $ 1403,

Additional Grant i Not

Approved by 494 B
Securityholders®® 250,000 $
Total 751,340 $4.44 1,403,600

(1) Securities reflected in the table are options to acquire Class "A" Subordinated Voting shares of the Company.
(2) The additional grant was approved by the Toronto Stock Exchange to facilitate the acquisition of Primex Forest Products Ltd. in
2001. The terms of the grant are the same as those of the approved Share Option Plan.

RETIREMENT PLANS

The Company has established a Group Registered Retirement Savings Plan/Deferred Profit Sharing Plan
for all of its Canadian salaried employees. The Plan provides such employees with an opportunity to

make voluntary regular contribut i ons to a Group Regi st er RRBPIRet iwhineemt

can include a spousal plan, of upto 6% o f t h e e ibgsd salaryeaad bsnuses, up to a maximum of
$10,750 in 2009. The Company equally matches employee regular contributions with contributions to a
Deferred Prof iDPSPEhari dqq FKlammd@+— t he RRSPYwWaPs2IP500c
All Named Executive Officers except Mr. Fulton are eligible to participate in the RRSP and DPSP.  All
Company contributions to the DPSP vest immediately. If the employee terminates employment prior to
age 55, he or she can roll the accumulated contributions and investment income to another registered
plan, or take as taxable cash. If the employee terminates employment at or after age 55, in addition to
the above options, he or she can also purchase an annuity or retirement income fund. If the employee
dies while employed, the funds will be payable to his or her named beneficiary.

All eligible U.S. employees, including the Chief Operating Officer, Mr. Fulton, may make voluntary
contributions to the Co nigiad maximsm off P18 50& in 2009. £mployegs 50
and over may contrib ut e a-u-p-dl a taanto u nQ0 pav Year $ob 3 Maximum deferral of $21,000 for
2009. The Company makes a matching contribution to participant accounts of up to 4% of an
empl oy ee’ s iotwithnp maximan match of $9,800 for 2009. All Company contributions to the
401(k) Plan vest immediately. If the employee terminates employment with an accrued benefit, the
participant is entitled to a distribution of the non-forfeitable accrued benefit. If the distributable amount
exceeds $1,000, the participant may defer payment until the mandatory benefit starting date. No tax
consequences result with a direct rollover into a qualified plan. An employee who requests a lump sum
or partial withdrawal will be taxed and may incur an early withdrawal penalty. If an employee dies while
employed, the funds will be payable to his or her hamed beneficiary.

No Named Executive Officers are members of a defined benefit retirement plan.
Named Executive Officers particip8ERPPlani)a 3Jhppk

Plan in Canada for the Canadian-resident Named Executive Officers, and in the U.S. for Mr. Fulton. The
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SERP Plans were designed in light of the legislated limits on contributions to the RRSP/DPSP and 401(k)

Plans which resulti n a portion of the Named Executive Officer’s

contributions to these Plans. The SERP Plans assist the Company in attracting and retaining key
employees by providing such employees with supplemental retirement benefits.

The SERP Plans are administered as unfunded pl &@&ns,
Board may amend or terminate the SERP Plans at any time, and designate the eligible employees to
participate in a SERP Plan for that year. For the Canadian SERP, the contribution is in the form of a

and

notional contribution equal to six percent of the Named Executi ve Officer’s compens

that it exceeds Income Tax Act limits for years up to and including 2001 and twelve percent thereafter.
The accumulated value of the Canadian SERP is backed by bank letters of credit. For the U.S. SERP, the

contribution is equal to twelve percent of the Named

Named Executi ve @il énmployerrconsibufior to the 40HK) for the year.

Benefits from the SERP Plans are paid on the first day of the calendar month that starts after the latter of
the participant’s 60th birthday or ter mi nai)iequal of
monthly or annual installments; or (ii) in a single lump sum. If the Named Executive Officer terminates
employment with the Company before age 60, he or she will forfeit the entire value of their account if,
before attaining age 60, they engage in competitive employment as determined in good faith.

For the Canadian SERP Plan, the rate of return is set by application of the 10-year median return
achieved by Canadian Balanced Funds, as measured by the AON Survey on
Investment Managers. For 2009, the resulting rate was 5.2%. The U.S. SERP Plan participants may
select from five reference investment funds on an annual basis. The reference investment fund choices
mirror actual fund choices in the Company’s 401(k)
depending on the fund(s) selected by the participant.

The following table sets out information regarding the SERP Plans.

ACCUMULATED NON- ACCUMULATED
NAME VALUE AT START OF VALUE AT END OF
YEAR COMPENSATORY | COMPENSATORY YEAR
$ $ $ $
Duncan K. Davies 812,840 56,500 43,737 913,077
John A. Horning 369,648 32,500 20,067 422,215
Sandy M. Fulton 143,042 31,856 9,810 184,708 ®
Stephen D. Williams 77,003 11,500 4,303 92,806
Otto F. Schulte 154,752 5,500 8,190 168,442
(1) Mr. Ful t on’ beenaconeertad to Cénadian dollars using the Bank of Canada closing rate on December 31, 2008.
(2) Mr . Ful t o hds beenacomeerted to Canadian dollars using the average foreign exchange rate for 2009.
(3) Mr . Ful t o hdsbeenacomeerted to Canadian dollars using the Bank of Canada closing rate on December 31, 2009.
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CHANGE OF CONTROL AGREEMENTS

The Company has entered into agreements with each of the Named Executive Officers that provide them
with certain rights in the event of an involuntary termination of employment after a Change of Control of
the Co mp a n@Ghangeof€ontroll occurs when:

e An acquisition of more than 50% of the voting shares or control over more than 50% of the
voting shares by a person or group of persons, other than the Controlling Shareholder Group, in
one transaction or a series of transactions;

e An acquisition of more than 50% of the CIl ass
of the Class —BIl Common shares by a person
Shareholder Group, in one transaction or a series of transactions;

—B |l
or

Co

gro

e More than one half of the sl ate of persons proposec

for election as directors of the Company is comprised of persons nominated by a holder of voting
shares other than a member of the Controlling Shareholder Group, or by any group of holders of
voting shares acting jointly or in concert, or more than one half of the directors elected as

directors at a meeting of the Company’' s shareholders is comprised

included in the slate for election as directors proposed by the Board;
e 50% or more of the net book value of the assets of the Company are sold by the Company; or

e A majority of directors determines that a change in control has occurred.

For the pur pos e €ontrdlling $Sharehwlder \Geoupl —means any of William

(deceased), members of his immediate family, their descendants, and any companies controlled by them.

If, on the date of or within 24 months after any Change of Control, the Named Executive Officer’ s

employment with the Company is terminated, the Named Executive Officer is entitled to the following:
(a) a lump sum cash amount equal to the aggregate of the following:

i) a severance amount determined by multiplying the Annual Compensation (defined below) by
the applicable severance period in years (see table below for the severance period applicable
to each of the Named Executive Officers);

ii) any unpaid annual base salary up to and including the date of termination;

iii) an amount in lieu of bonus for the calendar year in which the date of termination occurs,
determined by pro-rating the amount in item (ii) of the definition of Annual Compensation
over the portion of the calendar year to and including the date of termination;

iv) in full satisfaction of the Company’' s obl i gations to the Named

Company’s SERP, an amount whi ch, i f there
payable thereon calculated at the highest personal marginal rates for federal and provincial
income taxes applicable to the Named Executive Officer, would equal the required amount
that would have been applicable as at the end of the specified severance period if the Named

Executive Officer’s employment with the Company

period; and
v) any other amounts the Named Executive Officer is entitled at law or under any other terms

and conditions of t he Named Executive Officer’

less required statutory deductions and remittances;

(b) Continuation of all benefits and perquisites until the end of the specified severance period, unless
otherwise agreed to in writing between the Named Executive Officer and the Company;
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(©) Al l rights or options to purchase shareesdateiafder t he
termination of employment will immediately vest and immediately become exercisable to the
extent they had not already become exercisable; and continue to be held, notwithstanding the
terms of the Share Option Plan, on the same terms and conditions as if the Named Executive
Officer continued to be employed by the Company, except that the rights or options shall be
exercisable immediately; and

(d) Career counseling and relocation support comparable to senior executives of similar status.

The Named Executive Officer would also be entitled to such payments and benefits if their employment

was terminated without cause in the case of a change of control of the Company if, prior to the

termination, substantive discussions had commenced, or an agreement had been entered into that led to

the change of control. I'n the event t hat a Named EXx¢
cause, no notice or pay in lieu of notice will be provided. Further, in the event that the Named Executive

Officer retires or resigns, no payment will be provided.

For the purposes of the change of control agreements, -Annual Compensationll is defined as
aggregate sum of (i) annual base salary (defined as annual salary payable to the executive by the
Company but excludes any bonuses and directors’ fees paid to
Company) as at the end of the month immediately preceding the month of termination of employment

with the Company, (ii) an amount determined by multiplying the annual base salary by the average

percentage bonus for the three calendar years immediately preceding the calendar year in which

termination of employment with the Company occurs, or for such fewer number of calendar years

immediately preceding such calendar year that the Named Executive Officer was employed by the
Company; and (iii) the annual amount of cash contribut
DPSP or to the Named Executive Officer’s 401(Kk) Pl an
based on the annual base salary, and (iv) the annual value of any car allowance to which the Named

Executive Officer is entitled as a term of employment, as at the end of the month immediately preceding

the month in which terminati on loymentith théNGomparny oEuxse cut i ve |

Under the SAR Plan, if an offer made by a third party to purchase more than 50% of the outstanding
C o mp a sharessare taken up and paid for under the offer, each of the Named Executive Officers shall
for a period of 30 days after the takeover have the right to exercise the SARs held by that executive,
notwithstanding that under the terms a SAR does not become exercisable until a later date.

The following table sets out the severance period specified in each of the Named Ex ecut i ve Of f i ce
change of control agreement and the estimated payments that result if there had been a change of
control as of December 31, 2009.

NAMED EXECUTIVE OFFICER pERig‘gEmgﬁ'EHs) A:‘I\‘ILUAI:.YB(A$§E CHANGE OF CC();])T(I})OL PAYMENTS
Duncan K. Davies 36 650,000 2,227,525

John A. Horning 30 450,000 1,296,271@

Sandy M. Fulton 30 450,000 1,272,449@

Stephen D. Williams 24 275,000 671,098

Otto F. Schulte 24 225,000 552,311

(1) Based on trigger event having occurred December 31, 2009.
(2) Although the severance period and annual base salary are the same for Mr. Horning and Mr. Fulton, their annual pension
contributions and average percentage bonus differ resulting in the difference in the change of control payment for each.
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OTHER INFORMATION

INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS

No director or officer of the Company, no proposed nominee for election as a director of the Company,
and no associate of any such director, officer or proposed nominee, at any time during the most recently
completed financial year has been indebted to the Company or any of its subsidiaries or had
indebtedness to another entity which is, or has been, the subject of a guarantee, support agreement,
letter of credit or similar arrangement or understanding provided by the Company or any of its
subsidiaries.

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

None of the directors or executive officers of the Company, no proposed nominee for election as director
of the Company, no person or company who beneficially owns, or controls or directs, directly or
indirectly, voting securities of the Company or a combination of both carrying more than 10% of the
voting rights attached to all outstanding voting securities of the Company ( a10% Holderll ) , no
who is a director or executive officer of a 10% Holder or subsidiary of the Company and no associate or
affiliate of any of the foregoing has any material interest, direct or indirect, in any transaction since the
commencement of the Company’s most recently compl et
which has or would materially affect the Company or any of its subsidiaries.

INTEREST OF CERTAIN PERSONS OR COMPANIES IN MATTERS TO BE ACTED UPON
Other than through the beneficial ownership of securities of the Company as described herein, none of

the directors or executive officers of the Company, no proposed nominee for election as a director of the
Company, none of the persons who have been directors or executive officers of the Company at any time

person

ed

fisc

since the beginning of the Company’ s | ast financi al y

foregoing has any material interest, direct or indirect, by way of beneficial ownership of securities or
otherwise, in any matter to be acted upon at the Annual General Meeting other than the election of
directors or the appointment of auditors.

ADDITIONAL INFORMATION

Additional information relating to the Company is available on SEDAR at www.sedar.com. Financial
information is provided in the Company’s comparative financial statements and Management Discussion
and Analysis for its most recently completed financial year. The Company will provide to any person,
upon request to the Corporate Secretary of the Company, one copy of its Annual Information Form, its
annual and interim financial statements and the Management Discussion and Analysis related thereto,
and this Information Circular.

The contents and the sending of this Information Circular have been approved by the Board of the
Company.

Dated at Vancouver, British Columbia, this 18th day of March, 2010.

- ama

JOHN HORNING
Senior Vice President, Chief Financial
Officer and Corporate Secretary
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APPENDIXA: STATEMENT OF | NTRRORATEGS CO
GOVERNANCE PRACTICES

Interfor is in full compliance with Policy 58-201 Corporate Governance Guidelines and National
Instrument58-101 Di scl osure of Cor po GavermanGeoDiselosure Ruled ) Pr act i ces
The disclosure contained below follows the Governance Disclosure Rule.

Board of Directors

Disclose the identity of directors who are independent.

The Corporate Governance & Nominating Committee has determined that all of the proposed directors,
other than E. Lawrence Sauder and Duncan Davies, are independent. Biographies of each director,
including their business experience and the names of other boards on whose board they serve, can be
found in the —Election of Directorsll on page 7 of this Information Circular.

Disclose the identity of directors who are not independent and describe the basis for that
determination.

The Corporate Governance & Nominating Committee annually determines independence using the
independence test set out in the Governance Disclosure Rule.

Duncan Davies, as President and Chief Executive Officer of Interfor, is an executive officer of the
Company and as such, is not an independent director pursuant to the Governance Disclosure Rules.

E. Lawrence Sauder, Chair of the Board is independent of management, but not independent pursuant to
the Governance Disclosure Rules.

Disclose whether a majority of directors are independent.
The Board requires that at least a majority of its Board be independent. Seven of the nine nominees
proposed for election as directors at the Annual General Meeting are independent.

If a director is presently a director of any other issuer that is a reporting issuer in a
jurisdiction or a foreign jurisdiction, identify both the director and the other issuer.

The directorships in other reporting issuers held by each director can be found in the -Election of
Directorsll on page 7 of this Information Circular.

Disclose whether or not independent directors hold regularly scheduled meetings at which
non-independent directors and members of management are not in attendance. If the

independent directors hold such meetings, disclose the number of meetings held since the

beginning of 2009.

At each of the regularly scheduled quarterly Board meetings, the Board meets -in-c a me wihbut

management other than the Chief Executive Officer present, foll owaeoth-e bgc uat i el sessi
without the Chief Executive Officer or any other member of management present. The Chair of the

Board presides over these sessions. Immediately thereafter, the Board holds an independent director

session at which only independent directors are present. The Lead Director chairs the independent

director session.

If an issue should arise at any meeting where the interests of the controlling shareholder, i.e. Sauder
Industries Limited, could be different from those of other shareholders, Mr. Sauder would leave the
meeting. There were no such occasions in 2009.
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Disclose whether or not the chair of the board is an independent director. If the board has a

chair or lead director who is an independent director, disclose the identity of the

independent chair or lead director and describe his or her role and responsibilities.

The Chair of Interfor’s Board is E. L Aswsuch, ithe @doar8 au d e r a
appoints a lead director who is independent following the Annual General Meeting to hold office until the

next Annual General Meeting. The lead director is currently Lawrence Bell. The lead director provides

independent leadership to the Board.

Disclose the attendance record of each director for all board meetings held in 2009.
See page 12 of this Information Circular for attendance records for each director. Directors are expected
to attend all Board and committee meetings.

Board Mandate

Disclosethe t ext of the boardds written mandat e
The Boar d’' s man dAppeadixiBso thisdnfornfation Girtular. n

Position Descriptions

Disclose whether or not the board has developed written descriptions for the chair and the
chair of each board committee.

The Board has developed written position descriptions for the Chair of the Board and the Chair of each of
the Board committees.

Disclose whether or not the board and Chief Executive Officer have developed a written

position description for the Chief Executive Officer.

The Board has developed a written position description for the Chief Executive Officer. The Management

Resources & Compensation Committee reviews and recommends to the Board approval of the Chief

Executive Officer’ s g o adbjectivasrand his Position Description on an annual basis and ensures that

they are aligned with the Mandate of the Board. The Board approves the Chief Executive Officer’ s goal s
and objectives. The Management Resources & Compensation Committee is also responsible for

monitoring the Chief Executive Officer s per f or mance rel ati ve t repofisits goal s
conclusions to the Board.

Orientation and Continuing Education

Briefly describe what measures the board takes to orient new directors regarding i) the role

of the board, its committees and its directors, and ii
business.

All new directors are provided with a handbook that contains the governance practices of the Company

including the Terms of Reference and Policies for Directors and Executives, and lists the members of the

Board and each of the Committees. New directors are a
business, management, financial reporting and accounting policies and procedures, strategic plan, risk

management plan, and financial position and other topics. The orientation program also involves an

extensive tour of t h e C o mmamufagturieng and forestry operations.

Briefly describe what measure, if any, the board takes to provide continuing education for its
directors.

On an on-going basis, management updates the directors on industry developments, forest policy
changes and regulatory changes pertaining to public companies. Tours are provided from time to time
with a focus on capital expenditures, safety or the environment. The Board also participates annually in
an extensive strategic planning session.
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In 2009, management conducted or organized the education sessions noted in the table below.

Date Subject Attendees Presented by
February 11
April 22 Quarterly updates on developments in securities Corporate Governance & General Counsel
July 22 regulation and best practices. Nominating Committee
October 21
February 12 )
April 23 Update on industry developments and forest EnV|roCnOnr1ner2?tt8$eSafety Management
July 23 policy changes. 9
October 22
October 1, 2 . . Management & Mill
and 20 Tour of new Adams Lake Mill All Directors Manager, Adams Lake
October 23 . )
and 24 Strategy Session All Directors Management
July 22 and International Financial Reporting Standards Audit Committee Management
October 21

The directors are encouraged and authorized to participate in continuing education relevant to their roles
and responsibilities on the Board and Committees. The Company will pay for the costs of continuing
education relevant to the direct or £osts of anbre shan 500
required prior approval of the Chair of the Board.

Ethical Business Conduct

Disclose whether or not the board has adopted a written code for the directors, officers and
employees. If the board has adopted a written code: i) disclose how a person may obtain a
copy of the code; ii) describe how the board monitors compliance with its code, and iii)
provide a cross-reference to any material change report filed since the beginning of 2008
that pertains to any conduct of a director or executive officer that constitutes a departure
from the code. Describe any steps the board takes to ensure directors exercise independent
judgment in considering transactions and agreements in which a director or executive
officer has a material interest. Describe any other steps the Board takes to encourage
ethical business conduct.

The Board has adopted a written Code of Conduct, which appliesto al | of | nt efficereand
employees. The Code of Conduct is distributed to its directors, officers and employees in a Policy
Manualand on t he Company’ ' sForiotheriintemestetd pagiéstiteis. available on SEDAR at
www.sedar.com and at www.interfor.com. All salaried employees are required to annually review and
confirm that they are aware of and understand the C o mp a f€odé of Conduct.

Divisional Managers, Vice Presidents and the Company’s

the Chief Executive Officer of any reported violations or suspected violations of the Code on a timely
basis. The Chief Executive Officer is responsible for summarizing the violations and their resolution and
reporting same to the Chair of the Audit Committee on a quarterly basis or if circumstances warrant, at
the time the Chief Executive Officer becomes aware of the situation. Violations may also be reported
directly to the Chair of the Audit Committee.

The Board has also established a Disclosure Policy, Whistleblower Policy, Financial Reporting Policy,
Internet, Email and Computer Use Policy, Harassment Policy and Smoking, Drug and Alcohol Policy to
promote ethical business conduct.
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Finally, under the Business Corporations Act (British Columbia), t he Co mp an ydndtheMBoardi c | e s
Terms of Reference, any director or executive officer who holds any office or possesses any property,

right or interest that could result in the creation of a duty or interest that materially conflicts with the
individual’'s duty or interest as a director or execut.i
nature and extent of that conflict. A director who holds a disclosable interest in a transaction or contract

into which the Company has entered or proposes to ent ¢
approve that contract or transaction.

Nomination of Directors

Describe the responsibilities, powers and operation of the nominating committee. Describe
the process by which the board identifies new candidates for board nomination.

In conjunction with the Chair of the Board, the Corporate Governance & Nominating Committee is
responsible for assessing and making recommendations regarding Board effectiveness and establishing a
process for identifying, recruiting, nominating and appointing new directors. The Chair of the Corporate
Governance & Nominating Committee aims to identify impending vacancies on the Interfor Board as far
in advance as possible to allow sufficient time for identification and recruitment of directors.

Disclose whether or not the board has a nominating committee composed entirely of
independent directors.

The Corporate Governance & Nominating Committee is a nominating committee. The committee is
comprised entirely of independent directors.

Director and Officer Compensation

Describe the process by which the board determines t
directors and officers.

The Management Resources & Compensation Committee is responsible for reviewing and approving the

compensation for all executive officers of the Company, with the exception of the Chief Executive Officer.

In the case of the Chief Executive Officer, the Management Resources & Compensation Committee

reviews and recommends for approval by the Board the compensation of the Chief Executive Officer.

This process is described on page 15 of this Information Circular.

The Board has delegated to the Corporate Governance & Nominating Committee the responsibility for
reviewing and recommending to the Board the compensation of Board members. The Corporate
Governance & Nominating Committee annually reviews Board compensation. See Director Compensation
onpage 16 of thisInfor mat i on Circul ar for further information on

Disclose whether or not the board has a compensation committee composed entirely of
independent directors

All of the directors of the Management Resources & Compensation Committee are independent in
accordance with the Governance Disclosure Rule.

If the board has a compensation committee, describe the responsibilities, powers and
operation of the compensation committee.

The responsibilities, powers and operation of the Management Resources & Compensation Committee are
described on page 15 of this Information Circular.

If a compensation consultant or advisor has, at any time since the beginning of 2009 been

retained to assist in determining compensation for any of theissuer 6s directors and
disclose the identity of the consultant or advisor and briefly summarize the mandate for

which they have been retained.

In 2009, the Company did not retain any consultant to assist in determining executive compensation.
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Other Board Committees

If the Board has standing committees other than the audit, compensation and nominating
committees, identify the committees and describe their function.

In addition to the Corporate Governance & Nominating Committee, Management Resources &
Compensation Committee and the Audit Committee, the Board has established the Environment & Safety
Committee. The mandate of the Environment & Safety Committee is set out on page 15 of this
Information Circular.

Each committee operates in accordance with Board-approved terms of reference. Committee members
are appointed annually following the Company’s
Nominating Committee, in conjunction with the Chair of the Board, recommends appointments to each of

the committees. All committees have the authority, a t I nt er f o rtd engage xany eentarral,

advisors it deems necessary to carry out their respective duties and responsibilities.

Assessments

Disclose whether or not the board, its committees and individual directors are regularly
assessed with respect to their effectiveness and contribution. If assessments are regularly
conducted, describe the process used for the assessments.

The Corporate Governance & Nominating Committee carries out a comprehensive assessment of the
Board every second year. By way of a questionnaire, directors, other than the Chairman and the Chief
Executive Officer, are asked to rate the effectiveness of the Board and each committee ( Beard
Effectiveness Assessmentl .)

In the following year, the Corporate Governance & Nominating Committee asks directors to complete a
mini assessment which targets those areas which the Board Effectiveness Assessment indicated that the
Board or a committee could improve its effectiveness. As an alternative to the mini assessment, the
Corporate Governance & Nominating Committee may ask Management to prepare a report setting out
how it has addressed certain areas of concern identified in the Board Effectiveness Assessment.

The Board Effectiveness Assessment is conducted confidentially. The Chair of the Corporate Governance
& Nominating Committee reviews the individual assessments and discusses with the applicable director
any low rankings given by a director. The Corporate Governance & Nominating Committee discusses the
collated results of the Board Effectiveness Assessment and reports same to the Board.

The Chair of the Board annually evaluates the effectiveness of individual directors through discussions
with each director.
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APPENDIX B: MANDATE OF THE BOARD

MANDATE OF THE BOARD OF DI RECTORS (the fiBoard
OF
| NTERNATI ONAL FOREST PRODUCTS LI MITED (the fACon

Objective of the Board

To ensure that the business and affairs of the Company are conducted in the best interests of the
Company and in conformity with the law.

General Duty of the Board

To promote a strong, viable and competitive company operating with honesty and integrity and to
supervise the CompaMapagementh hagemeéehme Conduct ofsoft he af f
the Company.

The Board delegates the responsibility for the day-to-day conduct of business to the Management of the
Company.

Stewardship Responsibilities of the Board

1. To establish an effective process of corporate governance, including principles and guidelines
specific to the Company.

2. To ensure the Company has a strategic planning process in place and approve the strategies that
evolve from this process.

3. To identify the principal risks facing the Company and ensure that systems are in place to
manage these risks.

4, To appoint, assess and compensate officers, in particular the Chief Executive Officer ( CEOI ) ,
and to approve a plan for succession and training of Management.

5. To ensure the Company has an effective two-way communication policy with shareholders, other
stakeholders and the public.

6. To ensure effective internal controls and information systems exist to provide reliable historical
and forward-looking information with respect to financial matters, environmental matters and
other regulatory compliance.

7. To ensure the integrity of the Company’s reporting

8. To satisfy itself of the integrity of the CEO and Management and to ensure that a culture of
integrity exists throughout the Company.

9. To ensure that the Company complies with all health, safety and environmental legislation in all
areas in which the Company operates.

The Board may establ i sh Committeeslit) e easn do fd etlleegaBearck r(t—=ai n
responsibilities to such Committees. The Board is responsible for appointing the Chair and members of
each Committee in accordance with the Terms of Reference for each Committee.
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