In July 2009, an audit team from KPMG PerformanegiBtrar Inc. (KPMG PRI) carried out an SFI cectfion audit
of J.H. Huscroft Ltd. (Huscroft's) woodlands op@at against the requirements of the 2005-20090adibf the
Sustainable Forestry InitiatigSFI) standard. This Certification Summary Repoovides an overview of the process
and KPMG'’s findings.

Description of J.H. Huscroft Ltd.’s Crown Land
Woodlands Operations =

J.H. Huscroft Ltd.’'s Crown land woodlands operati@ncompass a total
area of 95,78%ectares of Crown forest land in south central igrit
Columbia (B.C.), Canada arigl comprised of forest licence FL A20213 in

the Kootenay Lake TSA. m
W
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Six statutes form the legal framework for forestnagement on Crown ; i
lands in B.C.: the Forest Act, the Forest Practicede of British Columbia |
Act, the Ministry of Forests Act, the Forest andnBa Practices Act KH“[]
(FRPA), the Wildfire Act, and the Foresters Act. urierous other %
provincial and federal acts, regulations, guiddimad policies also have

implications for forestry operations on Crown landghe allowable annual

cut (AAC) of each timber supply area (TSA) is detered by the

provincial chief forester, at least once every %rge under authority of

Section 8 of the Forest Act. The AAC for FL A202$3%8,644m3.

FRPA and its regulations in particular set the negments for planning,
road building, logging, reforestation, and grazirRPA prescribes levels

of protection for forest values including watershaad wildlife habitat, and SUSTA' NABLE

defines planning processes. Forest licencees eapeired to develop a FORESTRY
Forest Stewardship Plan (FSP) to meet the requirtesmaf FRPA. J.H.
Huscroft Ltd. received approval of their first FereStewardship Plan on |N|T|AT|VE

March 5, 2007.

Huscroft has a Sustainable Forest Management P&¥MP) which
describes how the operation will achieve the brobjectives of higher
level plans developed under public involvement psses such as the
Kootenay Boundary Land Use Planning Process. db ajuides the
development and content of other planning documentsiding the FSP.
The SFMP reflects the bounds established by hilglvet plans and through
the regulatory framework described above. Hus@n$fures that all lower-
level plans it is responsible for developing (etbe FSP, and all site level
plans) are consistent with the commitments madbdin SFMP.

Huscroft's Crown land woodlands operations are rgadeby the company
from offices in Creston, BC.
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Findings — J.H. Huscroft Ltd.’s BC Woodlands Operatons — July 2009

Audit Scope

The audit was conducted against the requirementiseo2005-2009 edition of the SFI
standard, and incorporated an assessment agariSEtiprogram objectives for:

Long-term harvest levels;

Forest productivity and conservation of forest tgses;
Water quality and riparian protection;

Wildlife habitat and conservation of biological disgity;
Management of the visual impact of harvesting;
Management of special sites;

Efficient use of forest resources;

Fibre procurement;

Forestry research, science and technology;
Training and education;

Legal and regulatory compliance;

Public involvement in the practice of sustainalolee$try, and,;
Management review and continual improvement.

The scope of the 2009 SFI certification audit dfi.JHuscroft Ltd.’'s woodlands
operations included all of the woodlands operationted above, as well as fibre
procurement activities for the J.H. Huscroft Ltdwsnill located within the community
of Creston, BC.

The Audit

Audit Team- The audit was conducted by Del Ferguson, P. Gebel Ferguson
is an independent consultant with experience irdaooting forest against the ISO
14001 and SFI standards.

SFI Certification Audit- The audit involved an on-site assessment ofl@thents
of the Company’s SFI program, and included visits several field sites to
evaluate conformance with the requirements of thieeat SFI standard.

Surveillance Audits- Annual ISO 14001 and SFI surveillance auditscareducted
by the audit team to ensure that SFI requiremesmsirmue to be met.

J.H. Huscroft Ltd.’s SFI Program Representativ®atthew Maddess, RPF served
as J.H. Huscroft Ltd.’s SFI program representativeng the audit.
Use of Substitute Indicators

The audit was based on the indicators includedhén2005-2009 version of the
SFI standard. No substitute indicators were usgihd the 2009 certification
audit.

Audit Objectives

The following audit objectives were included withire scope of the audit:

An SFI certification audit to evaluate the Companygonformance with the
requirements of the 2005-2009 version of the Skiddard.

SFl and ISO 14001 Findings

New major nonconformities 0
New minor nonconformities 2

New opportunities for
improvement 3

Types of audit findings

Major non-conformances:

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

Major non-conformances must be
addressed immediately or certification
cannot be achieved / maintained.

Minor non-conformances:

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

All non-conformances 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 non-conformances but are
comments on specific areas of the
SFM System where improvements
can be made.
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Findings — J.H. Huscroft Ltd.’s BC Woodlands Operatons — July 2009

Audit Conclusions
The audit found that:

The Company’s B.C. woodlands operations meet theirements of the 2005-

2009 version of the SFI standard in all materigpeets. As a result, a decision
has been made to grant certification to the SFidgted for the next 5 years. J.H.
Huscroft Ltd.’s SFI certification is valid until Aust 31, 2014.

Good Practices

A number of good practices were identified during tourse of the audit. Examples = Visual impacts are mitigated
included: through prompt regeneration of

— , . ) ) harvested areas.
SFI Objective 3 (water quality) — The field insgentobserved effective retention

of streamside vegetation along S6 streams and gebdbilitation, including
planting, of stream crossings and trails.

SFI Objective 10 (training and education) — Sptiagning session with staff,
company crew and contractors along with additiarahing has resulted in a
good understanding by all of individual roles aadponsibilities with respect to
sustainable forestry criteria.

SFI Objective 2 (forest productivity) —The fieldsprection observed good road
construction practices on challenging terrain.

SFI Objective 6 (protection of special sites) —tBection of an old cabin during the
site plan preparation stage and harvesting byniea reserve around the site.

Areas of Nonconformance

A total of 2 minor non-conformities were howeveeitified during the combined SFI
certification audit of J.H. Huscroft Ltd.’s B.C. wdlands operations. These included:

SFI Objective 2 (forest productivity) — While th@eration has implemented an 3 4 Huscroft's operating
emergency response plan, the field inspection ifiestweaknesses in emergency greas support a variety of
preparedness. On one active harvesting operatien audit identified fire wildlife.

extinguishers on three machines and in one truakhhd no evidence of current

inspection and pressure testing. In addition, if8se had not been identified by

the company during its inspections.

SFI Objective 11 (compliance with legal requirensgnt The 2008 EMS audit
identified non-compliance with the TDG regulatidos testing or inspecting truck
box tanks greater than 450 litres. While actioanpl were developed and
substantially implemented to address this issue, tinks have not yet been
inspected or tested to meet the TDG requirements.
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Opportunities for Improvement

A total of 3 new opportunities for improvement wextlso identified during the audit
The key opportunities noted during the audit inekdid

SFI Objective 10 (SFI commitment) — The audit idieed a minor typographical
error in J. H. Huscroft Ltd.’s SFMP which referstbe Provincial Implementatio
Committee. However the committee has been renamé&tlestern Canada SF
Implementation Committee (WCSIC).

SFI Objective 13 (management review) — The auditiified an opportunity to
improve J. H. Huscroft Ltd.’s procedures for evéilhg performance of the SFMS
in relation to all of the SFI elements.

SFI Objective 8 (wood procurement) —While Huscisftising the WCSIC
monitoring program and risk assessing wood suppli@r inspections have been
completed because of the company’s limited procergractivities and the low
risk rating of the wood suppliers from whom puradsmbave been made to date.

Corrective Action Plans

Corrective action plans designed to address theaaase(s) of the non-conformitie
identified during the audit have been developedllty. Huscroft Ltd. and reviewed
and approved by KPMG PRI. The next surveillancditawill include a follow-up
assessment of these issues to confirm that theative action plans developed t
address them have been implemented as required.



