BC Timber Sales Okanagan-Columbia Business Area
CSA Z80¢ Certification Audit— April 200¢

In February 2008, an audit team from KPMG PerforoeaRegistrar Inc.

(KPMG PRI) carried out a CSA Z809 certification @uaf the BC Timber

Sales Okanagan-Columbia Business Area (Okanaganyid BA)

woodlands operations conducted in the Okanaganv&tpugorest District

against the requirements of the Canadian Standasdeciation Z809-02

(CSA 7809) standard. An ISO 14001 surveillanceitawds conducted at

the same time. This Certification Summary Repoovjules an overview of

the process and KPMG’s CSA 7809 findings. REGISTE}\\

\N
Description of Okanagan-Columbia’s Crown Land Forest /] S F M W
m

Operations: “l SYSTEM

British Columbia (BC) Timber Sales is an autonomorganization within \“ ”’
Nl

the Ministry of Forest and Range, with financial daroperational
independence from regional and district operatiosis organization is
comprised of 12 business areas across the prowamck supports the \\
Ministry's goal of providing British Columbians wWitsustainable benefits
from the commercial use of public forests. BC Té@nBales provides these
benefits by planning, developing, and selling tlglowauction a substantial
and representative portion of the province's anauailable timber volume.
The bid prices received from auctioned timber drilke Market Pricing
System for setting stumpage in coastal and inteypmrating areas of the
province. The organization manages about 20% (16omim3) of the
provincial allowable annual cut (AAC).

The Okanagan-Columbia BA, situated in south ce@@lencompasses the
Okanagan Shuswap and Columbia Forest Districtse stiope of the audit
covered the BA’s operations and responsibilitieslainthe Okanagan
Sustainable Forest Management Plan (SFMP) witherQkanagan Defined
Forest Area, which encompasses its operations énGkanagan Timber
Supply Area (TSA) and Tree Farm Licences’ (TFL) 38,and 49 within
the Okanagan Shuswap Forest District. The BA'stasumble forest
management planning and practices within the Colanfimrest District
was covered under a separate Sustainable Foresttiative® (SFI)
certification audit, and as such is not reflectethis report.

BCTS

BC Timber Sales

Okanagan-Columbia

Six statutes form the legal framework for forestnagement on Crown
lands in B.C.: the Forest Act, the Forest Pract@ede of British Columbia
Act, the Ministry of Forests Act, the Forest andnBa Practices Act
(FRPA), the Wildfire Act, and the Foresters Act. urderous other
provincial and federal acts, regulations, guideimad policies also have
implications for forestry operations on Crown land8C Timber Sales
offices issue timber sale licences to successfididris under the authority
of the Forest Act. The AAC of each TSA is deteredirby the provincial
chief forester, every 5 years, under authority eft®n 8 of the Forest Act.
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The AAC allocated to Okanagan-Columbia BA in theAT&hd 3 TFL's in the Okanagan
Shuswap Forest District is just over 657,000 m3.

FRPA and its regulations in particular set the nemments for planning, road building,

logging, reforestation, and grazing. FRPA presarileeels of protection for forest values
including watersheds and wildlife habitat, and de$ planning processes. BC Timber
Sales has developed Forest Stewardship Plans {6 $fet the requirements of FRPA.

Working with a group of public stakeholders (theMBRdvisory Group), a Sustainable
Forest Management Plan was developed by Weyerha@us2000 to 2001. Other

Audit results

licensees, including Tolko Industries and GormanosBr have since joined as
participating licensees under the SFMP. In lat@720he Okanagan-Columbia BA

Major nonconformities 0

became the latest participant committed to meetiegSFMP on its operating areas. As
with the other participating licensees, there hesnba concurrent expansion of the DEA
reflecting the addition of Okanagan-Columbia BA{®oating areas. The SFMP serves

Minor nonconformities 5

as a roadmap to current and long-term forest mamagein the DFA by setting DFA-
specific ecological and social values, objectivadjcators and targets that address the

Opportunities for

. 14
improvement

national SFM Criteria and Elements established ey €anadian Council of Forest
Ministers. It is also designed to be consisterthwhe Okanagan-Shuswap Land and
Resource Management Plan (LRMP) and the Kootenam@ary Land Use Plan (LUP),
which were developed through various public invateat processes, and serves to guide
the development and content of other planning demimincluding the FSP. The SFMP
reflects the bounds established by higher levehgland through the regulatory
framework described above. The Okanagan-ColumldiaeBsures that all lower-level
plans it is responsible for developing (i.e., iBFFand all site level plans) are consistent
with the commitments made in the SFMP.

Okanagan-Columbia BA crown land woodlands operatiame managed from the timber
sales office in Vernon, B.C.

Audit Objectives

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

A CSA 7809 certification audit to evaluate the gEm’s conformance with the
requirements of the 2002 edition of the CSA Z80#hdard (Okanagan-Columbia
BA's operations within the Okanagan Shuswap Fdpéstrict).

An ISO 14001 re-registration audit against the megoents of 1ISO 14001:2004
(Okanagan-Columbia BA’s operations over the erinsiness Area).
Audit Scope

The certification audit was conducted against edjuirements of the 2002 edition of the
CSA 7809 standard. It included all Okanagan-ColamiBA operations and

responsibilities under the Okanagan Sustainabledtavanagement Plan within the
Okanagan Defined Forest Area.

Types of audit findings

Major nonconformities:

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

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

Minor nonconformities:

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

All nonconformities (major and
minor) require an action plan
within 30 days and must be
addressed by the operation.

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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The Audit

Audit Team— The Vernon-based CSA Z809 certification and 13@001 re-
registration audits of the BA’s operations in thka@agan Shuswap Forest District
was conducted by Craig Roessler, RPF, CEA(SFM), @M} and Bodo von
Schilling, RPF, CEA(SFM), EMS(LA). Mr. Roesslercamr. von Schilling are
KPMG PRI auditors who have conducted numerous fonesmagement audits under
a variety of standards including CSA Z809, ISO 148ad SFI.

CSA Z809Certification Audit/ISO 14001 Re-Registration AudiThis CSA Z809
certification audit involved an on-site assessnadndll elements of the Okanagan-
Columbia BA’s CSA SFM system within the Okanagaru@tia Forest District in
conjunction with a re-registration audit of the BA&nvironmental management
system to ISO 14001. The original ISO 14001 regfigtn occurred in early 2005.
The audit included visits to a number of field site evaluate the extent to which the
operation’s forest management plans and practioafomm to the requirements of
the CSA Z809 standard.

Surveillance Audits- Annual surveillance audits are conducted byatidit team to
ensure that CSA Z809 requirements continue to kte me

CSA Program RepresentativeDave Gill, RPF served as Okanagan-Columbia BA’s
CSA 7809 program representative during the audit.

Audit Conclusions
The audit found that:

The operation’'s B.C. woodlands operations meet rdguirements of the 2002
edition of the CSA Z809 standard in all materiabpects. Nonconformities
identified were minor in nature. As a result, xid®n has been made to grant
certification to the CSA Z809 standard for the n8xyears. Okanagan-Columbia
BA’'s CSA Z809 certification is valid until April 2011.

The operation’s EMS continues to be effectively liempented and meets the
requirements of ISO 14001:2004 in all material ee$p. Nonconformities identified
were minor in nature.

Good Practices

During the course of the audit, a number of goodctices were identified. The
following list outlines some of the more notableamples of good practices that were
observed by the audit team:

The operational controls within the BCTS EnvirontanManagement System
(EMS) were found to be effectively implemented dimgoBCTS to achieve its water
quality protection objectives.

Visual quality objectives and scenic areas have ligentified and operational plans
are being developed and implemented to protectiscesues throughout the
organization’s operating areas.

BC Timber Sales contributes to and participatesnamy research activities and
programs designed to address issues related tohdadth, productivity and
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management of forest resources, including involvanveith projects designed to
address gaps in inventory information, wildlife asgecies at risk, watershed
restoration and insects and disease management.

A very high level of awareness of EMS, SFM and afienal requirements was
found overall during interviews with BC Timber Salgtaff and Licensees’ crews.

The planning route card and cutblock and road diigedce checklist are excellent
operational controls and communication tools forstiling due diligence,
compliance and completeness in the harvest blodk@ead planning exercise.

The audit confirmed that it was common for bunabgerators to attend BC Timber
Sale pre-work meetings.

In several cases Licensees were observed to begrwttical operational issues on
harvest plan maps which were then signed by Lieepsesonnel as a training
record.

The operation has recently made strong effortavita First Nation Groups and
other stakeholders to the SFM Advisory Group iratiempt to broaden its
representation (with 2 First Nation Groups acceptin

The operation is implementing a number of consoltaand partnership initiatives
with First Nation Grpups (e.g., FSP and operat|<p11m1_1 referr_a_ls; service Both staff and licensee personnel
agreements to provide feedback on the archaeolagicktraditional use (shown in photo) demonstrated

implications of operational plans). overall a high level of awareness
] ) ] ] of applicable EMS, SFM and
The SFM Advisory Group has developed as a starafijegpda item a pre-meeting to  operational requirements.

promote awareness amongst new participants onistaryy principles and roles of
the advisory group.

Follow-up up on Open Nonconformities from Previous Assessments
At the time of this assessment there were no opacanformities from previous audits
that required closure.

Areas of Nonconformity

Full conformance was found in relation to the reguients of the CSA Z809 standard,
except for the following 5 minor nonconformitieeitified during the certification audit:

The majority of BC Timber Sales inspections andti@tor self-inspections were
conducted and recorded in accordance with the argton’s procedures and risk
rating requirements, with 3 isolated exception®inng a planting contract and twa
multi-phase contracts.

Some deficiencies were noted with the internal tacdinducted in November 2007,
including (1) a limited field focus, (2) a lack oéview of the revised Okanagan
SFMP that reflected Okanagan-Columbia BA's new idea full participant under,
the plan (as it had yet to be drafted at the tifnthe audit), (3) an audit report that
indicated that not all CSA Z809 elements were assksn order to reduce




redundancy with external audits (the audit plandatid a full scope audit would be
conducted) and (4) an audit report that did novigean overall audit conclusion on
the effectiveness of SFM system implementatiorhatdperation and whether the
operation was in compliance overall.

The CSA Z809 standard requires the organization @ualic advisory group to
identify DFA-specific performance measures for e@®A SFM element. With
respect to a number of ecologically-based CSA Skvhents, the participants’ have
established an indicatomgidents of harvesting in rare ecosystgmkich narrowly
construes its associated target to “known” raresgstems contained within Old-
Growth Management Areas. While the operation hageldped information on
species at risk within the Business Area and pexvittaining to staff and relevant

contractors, development of the program is stilbingress and the program has not

yet been fully implemented for plants and plant oamities.

The CSA 7809 standard requires the public advigpoyp to review the SFM plan
and requires the organization to make the SFM pilalicly available. Because a
final version of the SFM plan had not yet been tgyved (i.e., to reflect in part the
BA's new role as a full participant under the plathe SFM Advisory Group had not
yet had an opportunity to review the updated plad the plan had not yet been
made publicly available by the organization.

Overall, SFM documents and records were found tadmexjuately controlled, with
the exception of the document control and recondatrob matrices which had not
been fully updated to reflect all SFM documents srawbrds requiring control.

Opportunities for Improvement

The following 14 opportunities for improvement weadentified during the CSA Z809
certification audit:

Overall, the field audit of active operations fouthdit licensee worker awareness
levels were excellent (i.e., as noted in “Good Heas” above) and associated
training records were in good order. However on tinense a trucker had no
awareness of the EMS and his role under it and rmthar two licensee workers
were missing from the training record. In addititihe Business Area has no policy
regarding the requirement for the documentatiotraihing and retention of training
records for truckers, mechanics and other casueainsee or subcontractor workers.

Minor weaknesses with SFM and EMS documents wetednduring the audit,

including with the organization’s CSA Reporting Regments document (used to
report on monitoring requirements and responsidlitoy SFM indicator), SFM

Advisory Group Terms of Reference and latest dvhthe SFMP (e.g., the last two
documents had not been updated to reflect Okan@glumbia BA’s new role as a
full participating member under the SFMP).

Although the field audit determined that the orgation’s emergency preparedness
and response requirements were being met overattdfokers, on one license twa
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The operation is doing a good job
overall of ensuring that it is
meeting its silviculture obligations
(including free growing
requirements)
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truckers did not have the requisite trucker operei controls and one trucker could
not produce a spill kit and on another one truckémot have antifreeze spill pads.

Isolated areas for improvement were observed in ithplementation of the

organization’s nonconformity, corrective and preisnaction process with respect
to 2007 trespass incidents (i.e., the 3 incidemewnot widely communicated within
the organization) and out of compliance free grawimocks (i.e., the 5 incidents
were not consistently entered into the organiz&idncident Tracking System as
non-compliances).

The audit identified isolated weaknesses in recerds., vague characterization of
findings in latest internal audit report; interrmaldit action plan table has not been
fully updated to reflect all proposed and completedtions; incomplete
documentation of the status of action plans aridiogn the latest management
review; lack of clarity in the Project Risk Ratifgym respecting low risk activities
and associated inspection frequency requirements.

Although the operation has made available its CEM $olicy to the public via its
website, other modes of communication have not lopioyed to make it even
more widely available to the public (e.g., postaighe Vernon office reception area;
inclusion in SFM plan; etc.).

Although the operation has demonstrated that Abmalgand treaty rights have been
identified and respected (including a commitmentitth CSA SFM policy), this|  The field audit observed excellent
commitment has not been explicitly included in ®EM plan (or SFM Advisory  examples of scenic values being

hrough thoughtful
Group Terms of Reference). B{g;?l?;zd;né°;3ve:03:‘nge:tff‘

The audit identified weaknesses in the targetsHoee indicators underlying CSA
SFM Element 1.1 (Ecosystem Diversity):

Indicator 1 (Representation of seral stage distribution by naltulisturbance
type (NDT) and old growth management Although one of the objectives
overlying this indicator is “maintenance of a fulange of seral stage
distribution”, the target as written is an actienréport annually on seral stage
distribution by NDT rather than a desired futursestof the indicator.

Indicator 3 (Report on total area of clearcuts by size categdrie The target
reiterates the indicator and is written as an actmther than a desired future
state of the indicator.

Indicator 5 (Percentage of cutblocks requiring a site plan (8#h associated
wildlife tree retentioh — The target as currently measured is not linked
current Landscape Unit (LU)- and Biogeoclimaticssidication (BEC)-specific
Wildlife Tree Patch target levels established urgleth plans as the Okanagan-
Shuswap LRMP (and associated FSP-established miminiy LU/BEC).

The audit determined that the target fodicator 10 (Protected ecosysteins
underlying CSA SFM Element 1.4 (Protected Areas @ites of Special Biological
Significance) appears modest (i.e., 8%) given éingd overachievement in the 2006
monitoring report (i.e., 14.3%). In addition, tterget is measured over the entire
TSA rather than the DFA.
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The audit identified weaknesses in the targetstdar indicators underlying CSA
SFM Element 2.2 (Forest Ecosystem Productivity):

Indicator 8 (Forest age class distributign- There is no historical biological
natural disturbance basis to this target (i.e.gpssing towards a forest with
evenly represented age classes in 50 years) diRkdljt does not reconcile with
indicator 1 (see above) or what could reasonablpdmmmplished on the DFA
given the current mountain pine beetle epidemic.

Indicator 16 (Percentage of cutblock area planned for plantingc@snpleted
before or during the second complete growing sepsdrhe 70% target appears
modest given the 98% level achieved in 2006.

The audit identified weaknesses in the targetshfertwo indicators underlying CSA
SFM Element 3.2 (Water Quality and Quantity):

Indicator 4 (Riparian management areas for wetlands, lakes arehmg —

The target restricts non-conformances of plan camanits to those “impacting

values in riparian management areas” (RMA). Predlyn any non-

conformance with the riparian management presonpspecified in the plan

could impact values (and thus why those specifitrictions were included in

the plan in the first place). However, a reviewtlod 2006 monitoring report

indicated that there were no non-conformances @n ptommitments that|  Example of thoughtful placement of
impacted riparian values despite there being 2lemtis where small portions of fencing around wet areas designed
temporary roads were built into an S6 RMA contrémythe plan (note: the  to protect them by keeping out cattle.
rationale was reasonable given the interpretivesdoess of the target as

currently framed).

Indicator 13 (Managing water qualify — Although this indicator and its
underlying targets assesses water quality issusesiased with stream crossings
erected in community watersheds, there are noanalis and targets associated
with the overlying Element 3.2 that relate to higlevel hydrologic analyses
and overall measures of watershed health (e.giredestates of water quality
and peak flows in watersheds, particularly commuwiatersheds).

The audit identified weaknesses in the targetstdar indicators underlying CSA
SFM Element 4.2 (Forest Land Conversion):

Indicator 12 (Annual percentage of opening areas in permanentessc
structure3 — The 6% target appears overly high given théwldvel achieved

in 2006. In addition, although a good indicator foeasuring the overlying
values and objectives under this element it is suma¢ incomplete as there is
no associated indicator measuring the conversiothefDFA to permanent
access structures outside cutblocks.

Indicator 21 (Percentage of permanent status roads that haveimgukctions
completed as per plaps- The target measures whether risk assessmedts an
associated maintenance plans were developed fongpent access roads, but
does not go the next step to include a measure hafther the plans were
implemented (i.e., roads were actually maintaimeddcordance with the plans).
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A number of the targets for some of the indicatomglerlying the elements withi
CCFM Criteria 5 (Multiple Benefits to Society) anél (Accepting Society’'s
Responsibility for Sustainable Development) arettemi as actions rather than
desired future state of the indicators, includimglicators’ 26 (Report annual
initiatives / partnerships 28 (Report on Okanagan Shuswap LRMP commit
involvement, number of FSP meetings and stakehatdestings attendgd 30
(Report educational and research initiatiye32 (Report annually on the number @
First Nation partnerships 34 (Educational forumsand35 (Public awareness of the
SFMP. Consequently, providing the SFMP participaneport out on the
abovementioned targets (i.e., simply list the atities, partnerships, meetings, etc
they will be achieved even if in real terms therravactually diminutions from one
year to the next.

The audit identified a weakness in a target fimicator 29 (Incorporation of
traditional knowledge, etc. in forest planning, wheavailablg underlying CSA
SFM Elements’ 6.1 (Aboriginal and Treaty Rightsfah2 (Respect for Aboriginal
Forest Values, Knowledge and Uses). The targetudes a measure o
incorporating traditional knowledge, non-timber cesces and cultural / spiritua
values in forest planning (where available), bugsloot go the next step to include
measure of whether the plans were implemented, (cemmitments in plans
respecting this resource information were met engitound).

Corrective Action Plans

Corrective action plans designed to address thé caose of the nonconformities
identified during the audit have been developedthsy Okanagan-Columbia BA anc
reviewed and approved by KPMG PRI. The next sllareie audit will include a
follow-up assessment of these issues to confirnthigacorrective action plans develop
to address them have been implemented as required.




