Canadian Forest Products — South Region
Vavenby and Radium Operations

November 2008

As part of Canfor's commitment to sustainable foraanagement and independent
forest certification, an audit team from KPMG Penfiance Registrar Inc. completed
the following assessments of Canfor's Radium andseéviy B.C. woodlands
operations (collectively known as the Canfor Sdrégion) in May and June 2008:

Re-registration assessment and scope expansioh cfuali Canfor operations
within the Defined Forest Areas (DFASs) locatedhia South Region against the
requirements of the Canadian Standards Associatistandard for Sustainable
Forest Management Systems (CSA Z809) to bringxaditiag single site CSA
Z809 certifications under a multi-site certificdi¢e the region.

Field assessment of all Canfor woodland operataanpart of a corporate-wide
re-registration and scope extension audit to th® I$4001 standard for
Environmental Management Systems (EMS) to includ€anfor operations in

BC and Alberta under one 1ISO 14001 certificate.

The assessments determined that the SustainaldstMdanagement (SFM) system
established and implemented by the Central Regi@nations continues to meet the
requirements of the CSA Z809 and ISO 14001 starsdafdhe assessment applies to
the following DFAs (NB: The DFA areas listed areséd on the gross area under
management, and are prorated estimates in theotaskime-based forest tenures):

Defined Forest Areas DFA Areas Allowable Annual Cut
(hectares) (m3)*
Radium 375,273 221,005
Vavenby 270,951 490,750
Total 646,224 711,755

1. The above figures do not include 10,008ymar of Canfor's AAC in the
Cranbrook Timber Supply Area that is certifiedhe tSO 14001 standard only.

The CSA Z809 registration on the above noted DEEAsbined with the corporate
ISO 14001 registration, demonstrates a strong cammanit to sustainable forest
management by the Canfor South Region woodlandstpes, and represents a
significant achievement for the Company.

The Audit

Background — The CSA 7809 and ISO 14001 standards require aegul
assessment by an accredited Registrar to assesspénation’s continuing
conformance with the requirements of the standardkthe implementation
of action plans designed to address findings froevipus assessments.

Audit Team —The audit was conducted by a four person audihtédl BC
Registered Professional Foresters), all of whomamaredited SFM and/or
EMS auditors.
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Document Review -An off-site document review was completed priotte
initiation of the re-registration audit in order tassess SFM system
documentation (e.g., SFM plan and associated SFMesa objectives,
indicators and targets, documentation pertaininpéoPublic Advisory Group
process, Forest Management System (FMS) procedimésnal audits,
management reviews, etc.).

Field Audit — The on-site field audit included interviews withsample of

staff, contractors and Public Advisory Group (PAG)embers and

examination of EMS and SFM system records, momigpinformation and

public involvement information. The team conduclietd assessments of 45
field sites to assess the operations’ planningydsiing, silviculture, camps
and road construction, maintenance and deactivatiactices.

Audit Conclusions
The audit found that:

The Company’s South Region woodlands operationgiragn to meet the
requirements of the CSA Z809 standard on all oDidined Forest Areas in
all material respects.

The Company’s corporate FMS continues to be effeltimplemented, and
meets the requirements of the ISO 14001 standaatl imaterial respects.

As a result, Canfor was recommended for continegistration to the CSA
Z809 standard for its South Region woodland openatand (combined with
the other Canfor regions) to the ISO 14001 standargorately.

Good Practices

A number of good practices were noted during the828udit. The following list
highlights some of the examples noted:

High level of compliance with applicable regulatagd FMS requirements
on the field sites visited during the audit of tRadium and Vavenby
Woodlands Operations.

“Forecasting Indicators for Sustainable Forest &pement: Tree Carbon for
the Invermere TSA” — Report Mar 31 08.

The 2007 Radium and Vavenby Woodlands internaltauds thorough and
well documented. Likewise, the follow-up on audiservations was also very
good.

The February 2008 Radium Woodlands managementwewievides a good
summary of performance over the past year, inclyudirdetailed analysis of
trends.

High level of Radium and Vavenby staff awarenesamd commitment to
EMS and SFM responsibilities.

Good operator awareness of block-specific envirantaleconcerns observed
during the Radium and Vavenby field audits.

The Vavenby Woodlands field audit observed excebxamples of retention
to promote stand-level biodiversity, particularly targe blocks (with focus
on Fd and Sx retention).

2008 CSA Z809 and ISO 14001
Assessment Findings

Open nonconformities from
previous audits

Major nonconformities

Minor nonconformities

A O O| O

Opportunities for improvement

Types of audit findings

Major nonconformities:

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

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

Minor nonconformities:

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

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

Opportunities for Improvement:

Are not nonconformities but are
comments on specific areas of the
SFM System where improvements can
be made.
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Incorporation into new Vavenby Woodlands Site Plahpotential Species at
Risk that could be observed on blocks.

Effective handling and documentation of public cenms and results of
stakeholder consultation in the COPI database wedeat both the Radium
and Vavenby Woodlands operations.

Effective and comprehensive road inspection & nmaiahce scheduling
program observed in use at the Vavenby Woodlandsatipn.

Follow-up on Findings from Previous Audits
The field audit observed
numerous examples of bridges
that were effectively installed and
maintained to minimize sediment
risk to streams.

At the time of this assessment there were a tdt& open minor nonconformities
from previous audits that were applicable to CanBmuth Region woodlands
operations. The audit team reviewed the implentiamtaof action plans developed
by Canfor to address the nonconformities and fotlnad they had been effectively
implemented in the case of all the nonconformitidsich have now been closed.

New Areas of Nonconformity

The 2008 audit of the Vavenby and Radium operataidsnot identify any
findings of nonconformance with respect to the nemments of the
CAN/CSA 7809:2002 or the ISO 14001-2004 standards.

Systemic Opportunities for Improvement

The 2008 audit identified a total of 5 new systelftiorporate-wide) opportunities
for improvement that were applicable to the wood&operations included in the
Canfor South Region, including:

The Company has not established, implemented aniitaired a clear
procedure regarding how it will determine how ifpkcable legal and other

requirements apply to its environmental aspects. Use of tree protectors inhibits
b £ h b . . icoti q browsing of seedlings and
A number of the Vavenby operation’s environmentajeotives, targets an promotes achievement of free

programs for the last year were found to be ndiqdarly measurable. growing.

A review of the suite of indicators and targetduded in the Vavenby SFM

plan identified weaknesses in relation to 4 of itidicators (indicators 8, 10,
21 and 22):

A review of the most recent Vavenby SFM plan manrmiig report found that
its value as a communication tool could have begraved upon through the
inclusion of additional commentary to better expléhe performance results
in relation to 4 of the indicators included in thlan (indicators 12, 14, 19 and
23).
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Isolated Issues

A number of isolated (i.e., non-systemic) weakngdsethe implementation FMS

requirements were also identified during the 2008ita These have been reported
to the Radium and Vavenby woodlands operations evitiee issue(s) were noted,
and the Company has developed divisional-levebagtians to address these issues.

Corrective Action Plans

Corrective action plans designed to address thecase(s) of the non-conformities
identified during the 2008 audit have been devalopg Canfor’'s South Region
woodlands operations and reviewed and approved BW®& PRI. The next
surveillance audit will include a follow-up assegsmof these issues to confirm that
the corrective action plans developed to addresmthave been implemented as
required.




