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MANUFACTURING REPORT

IMPROVING OUR PERFORMANCE

Canfor strives to continuously improve the environmental sustainabil-
ity of our manufacturing processes. We pay close attention to energy
efficiency, air and water quality, waste volumes, and greenhouse gas
emissions in order to ensure that our sawmills and pulp mills operate
according to high standards.




CARBON RESPONSIBILITY

We are committed to reducing our carbon footprint. Often, by elimi-
nating energy inefficiencies we can improve our mills and the environ-
ment. One of Canfor’s strengths is the use of virtually all of the fibre
we harvest—this means that the portion of the trees we harvest that
is not converted into finished lumber goes to a variety of value-added
uses including providing heat and power to our mills, reducing fossil
fuel usage and purchased electricity needs.

FPAC cARBON NEUTRAL INITIATIVE

As an active participant in the FPAC Sustainability Initiative, Canfor

is committed to act in a manner that is environmentally responsible,
socially desirable, and economically viable. As a participant in this
initiative, Canfor integrates these principles in our business practices
and contributes to sustainable development through continuous
improvement.

The industry has set a number of targets for itself as part of this
initiative, including carbon neutrality without the purchase of carbon
offset credits. Canfor (and other industry partners) are committed
to be carbon neutral by 2015. This pledge is a first for the forest
industry.

To meet the 2015 target for the carbon neutral initiative, FPAC mem-
bers will seek to minimize their carbon footprint by reducing direct
and indirect emissions, increasing carbon storage potential of our
forests and products, and increasing avoided emissions. Specifically,
efforts focus on:

e Becoming energy self-sufficient: switching from fossil fuels to
renewable energy sources

e Adopting new, more energy-efficient technologies
e Increasing diversion of used products from landfills

e Increasing the use of landfill capping systems in order to prevent
methane leaks

e Increasing cogeneration opportunities

e |dentifying opportunities to maintain and enhance carbon storage
in forests through landscape planning and sustainable forest
management practices

e Maximizing recycling of paper and wood products.
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CARBON OFFSET TRANSACTIONS

Not only has Canfor been implementing projects that reduce our
carbon footprint, the projects can also generate carbon emission off-
set credits. As a result, we have been active in the emerging carbon
market in Alberta and B.C.

Grande Prairie Sawmill: In 2010, Canfor negotiated the sale of approx-
imately 80,000 tonnes of carbon offset credits with an Alberta energy
company, representing 3 years (2009-2012) of emission credits from
the Grande Prairie Sawmill Biomass Energy Project. The Biomass
Energy Project is a 22 MWe combined heat and power (CHP) project
located adjacent to our Grande Prairie Sawmill that commenced
operation in 2005. Canfor supplies wood residuals to the power plant
and purchases renewable heat and power for our Grande Prairie
sawmill operation.

ENERGY SYSTEMS

Bark-fired, heat energy systems use wood residuals from the manu-
facturing process to provide mill heat and dry lumber. By creating
energy from the by-products of lumber processing, the new systems
reduce reliance on natural gas, decrease greenhouse gas emissions,
improve air quality and reduce costs.

Fort St. John Sawmill: In May 2009, Canfor started up an energy sys-
tem at our Fort St. John sawmill, displacing the natural gas previously
purchased to dry lumber. In 2010, Canfor sold approximately 12,600
tonnes of carbon offset credits, representing just over one year’s
operation of the $13.5 million bark-fired heat energy system.

Mackenzie Sawmill: In 2009/10, Canfor invested $15 million in an
energy system for our sawmill in Mackenzie that started up in May
2010.

Prince George Sawmill: In mid-2010, we broke ground on a similar
energy system at our Prince George sawmill. This will be the third
heat energy system that we’ve installed in the last two years.

Offset credits should arise from the Mackenzie and Prince George
sawmill projects in the future.

COMPLIANCE REPORT

Canfor is committed to transparency in our manufacturing reporting
and includes compliance reporting as part of this process. The follow-
ing is an inventory of compliance issues for Canfor’'s wholly-owned
manufacturing operations, for 2010 (reported in accordance with
government reporting criterial.

AIR

At one wood products operation, the beehive burner was found to

be out of compliance due to excess opacity and the poor condition

of the burner. The same burner was out of compliance with its
operating temperature requirements for 5 and 4 operating days on
separate occasions due to damper issues. A warning letter was
issued by the Ministry of Environment for the two occasions of burner
non-compliance.
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EFFLUENT

One mill did not submit their annual report documenting oil water
separator sampling.

LANDFILL

One operation deposited volumes to their landfill in excess of the
annual permitted limit.

SPILLS

Canfor manufacturing operations had 2 reportable spills in 2010. All
were contained, cleaned up and preventive actions taken. One was

a spill of gasoline due to a loose connection between a gas tank and
pump. The second was a hydraulic oil spill from a broken hose on a
loader.

IMPROVING OUR PERFORMANCE

CANFOR GREENHOUSE GAS EMISSIONS

Canfor’s greenhouse gas emissions (GHG's) were less in 2010 than
prior years. This was largely due to reduced natural gas usage at
Northwood Pulp from operational improvements.

The restart of the Chetwynd sawmill, which currently uses natural gas
for lumber drying, partially offset GHG emission reductions resulting
from a full year’s operation of the Fort St. John bark-fired energy
system. Startup of the Mackenzie mill bark-fired energy system in
May 2010, has substantially reduced Mackenzie GHG emissions from
prior levels.

Canfor will be installing bark-fired energy systems at our Chetwynd
and Plateau mills in 2011/12, which will further reduce natural gas
usage and GHG emissions.

PERFORMANCE AGAINST OBJECTIVES AND TARGETS FOR 2010

AUDITS

Target (2010): We will conduct corporate environmental audits of five
wood products facilities.

Performance: Environmental audits of four facilities were conducted,
with the fifth cancelled due to permanent closure of the mill.

GREENHOUSE GASES

Target (2010): We will update our company greenhouse gas strategy in
2010.

Performance: An updated GHG strategy was developed and presented
to the Environmental Health & Safety Committee of the Canfor Board
of Directors.
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OBJECTIVES AND TARGETS FOR 2011

AUDITS

CARBON FOOTPRINT

BEEHIVE BURNER PHASE oUT

We will eliminate our last operating beehive burner.
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Natural gas use was less in 2010 due to reduced usage
at Northwood Pulp, and a full year’s operation of the
Fort St. John energy system.
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Electricity purchases increased in 2010 due to start up of
idled mills and increased run-time for operating mills.
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We will conduct corporate environmental audits of one pulp mill, our
joint venture OSB plant and four sawmills.

In 2011, we will conduct a carbon footprint evaluation of our activities
from the forest to end of product life.
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Canfor’s greenhouse gas emissions declined in 2010
largely due to reduced CPLP emissions.
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Close to 100% of wood residues generated at our mills
as a manufacturing by-product are utilized to produce
renewable heat and power, wood pellets and other
value-added products.



¥

COMMUNITY

2010 produced a moderate market improvement for the forest in-
dustry, though U.S. housing starts remained low. However, Canfor
continued to fulfill long-term philanthropic commitments and to
maintain key partnerships.

Canfor’s corporate giving focuses on the following areas:
e Youth & Education
e Community Enhancement
e Forestry and Environment
e Amateur Sports

e Health & Wellness




YOUTH AND EDUCATION

Canfor contributed approximately $31,000 in 2010 for scholarships
and bursaries. We believe that supporting education means stronger
communities. Below are some of the institutions we supported:

e University of Northern British Columbia
e University of British Columbia

e College of New Caledonia

e Northern Lights College

e Northern Alberta Institute of Technology

COMMUNITY ENHANCEMENT

In 2010, Canfor and its employees worked together to run a very
successful United Way campaign, with more than $245,000 donated
by employees. The Company also donated $55,000 to the United Way,
bringing the total to more than $300,000.

The United Way works to improve lives and build communities by
engaging individuals and mobilizing collective action. Through our
donations to the United Way, we see the return on our investment in
many ways: successful kids, empowered families, engaged seniors
and healthy citizens.

AMATEUR SPORTS

In 2010, Canfor made the fourth of five payments as part of its
partnership with the University of Northern British Columbia in the
construction of the Charles Jago Northern Sports Centre. When the
final payment is made, Canfor will have donated $250,000 to the
Centre. The 145,150 square foot facility sits at the entrance of the
UNBC campus, providing training opportunities for high-performance
athletes and much needed rental space for minor sport groups. The
facility also houses state-of-the-art fitness equipment available for
public use through individual memberships.

HEALTH AND WELLNESS

In support of rural health services in Alberta and Eastern BC, Canfor
made a donation of $7,500 this year to STARS’ Grande Prairie Base,
for a total of $30,000 donated in the last 4 years. STARS (Alberta
Shock Trauma Air Rescue Society) is a not-for-profit organization that
works to improve emergency and trauma health through patient care
and transport, a 24-hr. medical emergency communications centre,
healthcare worker education, and research. Their medical helicopter
fleet makes timely, life-saving care a possibility for many rural or
isolated areas across Alberta and Eastern BC. As 75% of the STARS
budget comes from private and business donations, Canfor is pleased
to help keep this essential service running at its best.

Canfor also owns 50.2% of Canfor Pulp Limited Partnership.
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Community Enhancement 65% o
Scholarships & Bursaries 15% @

Health & Wellness 20% @

To learn more about the sustainability of this company, please visit www.canforpulp.com

www.canfor.com/sustainability




A, Py

s i

CANFOR CORPQBATIOIN :

www.canfor.com/sustainability .

CANFOR



