Fort St. John Pilot Project SFMP# 2 Amendment # 2 - CSA Indicator Revision — March, 20, 2012

SFMP# 2 Amendment #2

Scope of Amendment;

This amendment to SFMP# 2 revises one portion of the target of existing indicator #54, totally revises
existing indicator #55 and adds new indicator #66. These revisions to indicators #55 & #66 are made to
bring the plan into conformance with the core indicator content requirements of the CSA Z808-08
standard. As well, amendment #2 revises all SFMP references to the CSA Z809 standard to the current
CSA Z809-08 standard.

No revisions have been made to the regulatory performance indicators contained in SFMP#2. As per
sections 35(4), 38 & 38 of the Fort St. John Pifot Project Regulation (FSJPPR), the requirement for public
review and government approval of SFMP regulatory performance indicators applies only to those
indicators identified for the evaluation of the Participants’ performance in implementing the fandscape
level strategies specified within the plan. The indicators that are the subject of this amendment are not
considered regulatory performance indicators, rather they are considered as indicators of performance
under the CSA Z809-08 standard only.

Therefore this amendment to the SFMP does not require government approval or formally advertised
public review. It must be noted that the indicators that are the subject of this amendment were thoroughiy
reviewed with the Fort St. John Pilot Project public advisory group (PAG). The PAG made a number of
suggestions for revision of the indicators which have been considered in the final indicator write ups
presented here.

This amendment is made on behalf of the Fort St. John Pilot Project participants: Canadian Forest
Products Ltd.,rj}guisiﬁﬁaf@ cific Canada Ltd., Tembec Inc., Cameron River Logging Ltd., Dunne-za LP,
Peace Vall .,(%)@B&"aﬁﬁ‘ca@h i}
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Details of Amendment:

With the implementation of amendment #2, all SFMP# 2 references to the CSA 7809 standard shall be
considered to reference the CSA Z809-08 standard. This revision becomes effective as of the date this
amendment is signed on behalf of the Participants.
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Fort St. John Pilot Project SFMP# 2 Amendment # 2 - CSA Indicator Revision — March, 20, 2012

Details of Amendment:
The following replaces SFMP# 2 indicator #55. Revised indicator #55 addresses CSA Z809-08 Core
Indicator 5.2.3. The revised indicator #55 will become effective April 1, 2012.

6.55 DIRECT AND INDIRECT EMPLOYMENT

Level of direct and indirect employment. Report the current level of direct and indirect
employment expressed as a factor of harvest level
tlmes employment multlpher

Lmkage to FSJPPR: N!A
Acceptable Variance: None.

What is this indicator and why is it important?

Forests represent not only a return on investment {(measured, for example, in dollar value, person-days,
donations, etc.) for an organization but also a source of income and non-financiat benefits for DFA-related
workers, suppliers, local communities and governments.

While employment levels have been declining in many manufacturing industries including the forest
industry, there remains a strong relationship between direct and indirect emp!oyment and annual harvest
levels. Stable employment is a clear indication of the sustainable economic well-being of individuals and
communities. Employment from the forest sector is an important contributor toward commiunity stability,
particularly rural communities that tend to be mostly resource-dependant. Within the context of the forest
industry, direct employment refers to employment directly related to the production of forest. products or
services. As a result of this direct employment, employment is also generated in the businesses that
supply goods and services to the forest sector. This is referred to as indirect employment. Fmally, when
these directly and indirectly generated incomes are spent and re-spent on a variety of items in the
broader economy {e.g., food, clothing, entertainment), it gives rise to mduced employment effects

Current status

The 2002 timber supply analysis report completed for the Fort St John TSA provides the latest
employment coefficients for the region’s forestry sector. The employment coefficients specified in the
2002 timber stipply analysis report are noted below in table 3. These coefficients were calculated for the
TSA and the province to highlight the level of forest sector activity within the TSA and to identify the
contribution that the Fort St. John TSA’s forestry sector makes to the provincial economy. Employment is
divided into direct, indirect and induced components; the sum of the components is the total empioyment
impact. The coefficients are expressed as the number of full time jobs or person-years, per 1000 m> of
timber harvested. Indirect and induced employment coefficients were derived using employment
multipliers developed by the Ministry of Finance.

Using 2002 data from British Columbia Stats specific to the Fort St John TSA the employment multiplier is
approximately 1.44 direct, indirect, and induced jobs per 1000 m?® of harvest.
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Fort St. John Pilot Project SFMP# 2 Amendment # 2 - CSA Indicator Revision — March, 28, 2012

Table 3 Fort St. John TSA employment and employment coefficients

. TSA employment TSA coefficients Provincial Provincial coefficients
Forestry Activity (person-years/'000s | employment (person | (person-years/'000s
{person years) 3 3
m) years) m’)
Harvesting 216 0.22 236
Silviculture 10 0.01 49
Processing 334 0.34 373
Total Direct ] i isg0 ' 0.57 1 ess
Indirect & induced 314 _ 756
Total employment : g T s

Note that the employment estimates are reported in person years based on average 1998-2000
employment levels and the 2010 Fort St John TSA quota harvest of 941,822 m®.

Forecasting Assumptions and Analytical Methods
Does forecasting apply (y/n)? No

Although forecasting does not apply, it is assumed that forest organizations that harvest in relation to their
allocation of the allowable annual cut provide employment and taxation revenue fo local communities.

Strategy and Implementation Schedule

The participants will conduct timber harvest at sustainable harvest levels in relation to the allocated
supply levels determined by government authorities. This activity will provide direct and indirect
employment opportunities in the Fort St. John area. The harvest level (AAC) is set using a rigorous
process that considers social, economic and biological criteria.  The participants will contribute to direct
and indirect employment within the region and to sustainable harvesting by adhering to their apportioned
harvest volume within the TSA. Cut control regulations dictate the short-term harvest flexibility.

Monitoring Procedure

Participants will update inputs used to report for this indicator, As changes occur over time to the
participants’ AAC and/or the employment coefficient from timber supply review economic analysis data
specific to the forest industry in the Fort St. John TSA, it will be necessary to update the inputs as
required.

The participants will report the harvest volume used for cut control purposes and use the current TSR
employment multiplier to determine the level of direct and indirect employment maintained in the Fort St.
John TSA during the subject reporting year.

Linkages to operational Plans
None,

Linkages to LRMP

None.
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Fort St. John Pilot Project SFMP# 2 Amendment # 2 - CSA Indicator Revision — March, 20, 2012

Details of Amendment.

The following indicator #66 is added to the SFMP# 2 to address CSA Z809-08 Core indicator 2.2.1.
Indicator #66 will become effective Aprit 1, 2012,

666 DELETIONS TO FOREST ARFA

Percentage of the gross crown forest landbase in | Less than 0.6% of the gross crown forest
the DFA converted to non-forest fand use through | landbase in the DFA will be converted to non-

forest management activities of the participants forest land use through forest management
during the term of SFMP# 2. activities of the participants during the term of
SFMP# 2.

'SFM Objective: ‘Sustain forest lands within the participant's control within the DFA-« = i
Linkage to FSJPPR: N/A

Acceptable Varlance:

Additional +0.2%. The acceptable variance of +0.2% is required to provide the Participants flexibility to
exceed the 0.6% target in the event that additional permanent road construction is needed to address
unforeseen catastrophic forest disturbance events such as wildfires, insect or disease outbreaks, efc.

What is this indicator and why is it important?

Forest ecosystem productivity can be interpreted to mean both net primary production and forest (i.e
wood) productivity. This indicator focuses on wood productivity or the production of wood biomass. SFM
should apply to the extent of forest in a landscape, including the encouragement of additions to the forest
landbase and discouraging deletions caused by human activity. For the purposes of this indicator, ‘non
forest land use’ is considered to be a condition whereby the land is no longer suitable for growing trees.

Given the Crown tenure situation in British Columbia, forest companies generally have little influence on
any additions or deletions to the forest area, which generally are a result of government establishing or
varying land use objectives. Where forest companies can have a direct influence is through their
management practices, particularly the practices pertaining to access structures such as roads, trails and
landings. 1t must be realized that in order to develop the forest timber resource, a certain amount of
permanent access is required. By minimizing the creation of permanent access structures, forest
companies can prevent unnecessary deletions to the crown forested landbase.

Unless rehabilitated, these access structures may occupy otherwise productive land suitable for growing
trees. This indicator is focused on forest deletions resulting from access management activities for which
the participants have management responsibility.

Current status

The current status of forest deletions resulting from forest management activities is described in Table 2
(Determination of the timber harvesting land base for the Fort St. John TSA), of the "Fort St. John Timber
Supply Area Analysis Report — June 2002". A subset of this information is reproduced below. Note that
the timber supply review for the Fort St. John Timber Supply Area is scheduled to be completed in 2012
by the ministry of Forests Lands and Natural Resource Operations (MFLNRO).
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Fori St. John Pilot Project SFMP# 2 Amendment # 2 - CSA Indicater Revision - March, 20, 2012

Table 1: TSR2 Determination of the Timber harvesting land base for the Fort St. John TSA

‘Classificatio

Total Timber Supply Area 4,676,636

Non forest land 2,121,261

Woodlots 13,299 0.3
Land not managed by the MFLNRO 208,696 4.5
Range lease 10,373

Parks and reserves 79,750

Crown forest area managed by the MFLNRO ,243,257

Reductions {o crown forest area

Existing roads, trails and landings 6,670 0.1
Other crown forest reductions 1,178,047 25.4
Timber harvesting landbase component of crown forest 1,068,540 22,6
area
. Totalcrownforest landbasearea | = 2243257] 480

The 2002 timber supply analysis revealed that reductions to the crown forest landbase (CFLB)
attributable to existing roads, trails and landings totaled 6,670 ha or 0.1% of the CFLB. This included
roads constructed by various industries, including forestry.

Since the implementation of forest management activities under SFMP# 1 in 2004, the participants have
constructed a total of 1,605.8 km of new road. The Participants have assumed an average disturbance
width of 20m (for out of block road) and 8m (for in block road) in the calculation of area disturbed due to
permanent access construction. This 1,605.8 km of road equates to 3,211.7 ha or 0.14% of the crown
forest landbase disturbed by the participants to April 1, 2011. Table 2 summarizes the participant's
permanent access construction since implementation of activities under SFMP# 1.

Table 2: New Road Area Constructed by Managing Participants since 2004

2004 | 2005 | 2006 - | 2007|2008 |:2008 | 2010 f o oo T

BCTS 121,435 | 169,810 71,994 57,873 50,288 33,745 22,281 527,426 1,054.9

Canfor 144,376 | 177,226 | 223,155 191,347 | 126,425 90,483 127,398 | 1,078,410 2,156.8

Total . | 265,811 | 347,036 | 293,149 | 249,220 | 176,713 | 124,228 | 149,679 | 1,605,836 | 3,211.7 -

Forecasting Assumptions and Analytical Methods
Does forecasting apply (y/n)? No

Although annual forecasting does not apply, analysis of the access structures proposed by the
participants for construction in FOS# 2 indicates a theoretical total potential deletion to the CFLB by new
road construction of 8,801 ha or 0.4% of the CFLB. This includes both in-block permanent access
(estimated at 4,631 ha based on past performance) as well as permanent roads (estimated at 4,170 ha)
constructed to access all cutblocks included in the current FOS. The 0.2% acceptable variance to the
CFLB maximum deletion target allows room for the participants to manage for unforeseen events such as
catastrophic fires, etc.
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Fort St. John Pilot Project SFMP# 2 Amendment # 2 - CSA Indicator Revision — March, 20, 2012

Strategy and Implementation Schedule

Foresters preparing SLP's and FOS's will continue to minimize forest area deletions through adherence
to the SFMP road access management strategy and the indicator #24 target set for maximum amount of
permanent access structures created within harvest blocks. The Participants will continue to coordinate
access development activities with the oif and gas industry. Where practicable, the Participants will use
existing access infrastructure including those roads created by other industries, such as oil and gas
roads, to access areas planned for harvest. This strategy will minimize the total amount of permanent
access structures created by the participants.

Monitoring Procedure

During timber supply analysis, netdowns to the crown forest landbase are completed to determine the
timber harvesting landbase. Included in the netdown of the crown forest landbase is the area taken out of
production by permanent access structures. The CFLB netdown atfributed to permanent access
structures will be included in annual reports as it becomes available upon the completion of TSR
analyses. On an annual basis, the participants will report the total area of permanent access structures
constructed by them during the subject reporting year, as a proportion of the CFLB.

Upon completion of the term of SFMP# 2, the sum total area of permanent access structures constructed
by the participants during the term of SFMP# 2 will be reported as a proportion of the CFLB. Any
additions to the landbase effected by the participants will be included in annual reports.

Linkages to Operational Plans

Operational plans prepared by Participant staff will continue to prescribe the most appropriate methods to
minimize losses to the forest landbase. Staff will be responsible for ensuring that area occupied by
permanent access structures constructed by the Participants shall not be disproportionate to the planned
fotal harvest area.

Linkages to LRMP

Restricting the permanent CFLB losses due to permanent access structures helps maintain the
productive land available for timber and other resources. This indicator therefore supports the following
LRMP objectives:

Coordinate access and linear development to minimize negative impacts on other resource values.

Minimize losses to the timber harvesting land base.
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Fort St. John Pilot Project SFMP# 2 Amendment # 2 - CSA Indicator Revision — March, 20, 2012

Details of Amendment:

The existing indicator #54, siliviculture phase local spending target of 8%, is revised to 5%, as shown
below. No other revisions are made to this indicator. The revised target for indicator #54 will become
effective Aprit 1, 2012,

6.54 PAG DOLLARS SPENT LOCA! LY ON EACH WOODLANDS PHASE

Woodlands Phases to be monitored:
Logging/hauling: minimum of 80%

Percentage of dollars spent locally on each Road construction and maintenance: minimum of
woodlands phase in proportion to total 80%

expenditures Silviculture: minimum of 5%

Planning and administration: minimum of 50%

SFM Objective: Diverse local forest employment opportunities exist in the DFA
Linkage to FSJPPR: N/A

No changes have been made to the Indicator statement or the acceptable variance for Indicator #54.

Details of Amendment:
Following is the revised CSA Matrix 43, which refiects the revisions made to Indicators #54 & #55 and
the addition of Indicator #66 to SFMP #2.
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