BC Timber Sales Kootenay Business Area SFI Ceatifon Audit
— February 2007

In December 2006, an audit team from KPMG PerfogeaRegistrar Inc.
(KPMG PRI) carried out the first SFI certificati@udit of the BC Timber
Sales Kootenay Business Area (KBA) woodlands opmratin the Arrow
Boundary and Kootenay Lake forest districts in kogentral British
Columbia against the requirements of the 2005 -92@dition of the
Sustainable Forestry Initiati%e(SFI) standard. To provide for a more
efficient audit, an ISO 14001 surveillance audisweanducted at the same
time. This Certification Summary Report provides averview of the
process and KPMG's findings.

Description of KBA’s Crown Land Forest Operations:

BC Timber Sales is an autonomous organization withie Ministry of
Forest and Range (MOFR), with financial and opereti independence

from regional and district operations. This digisiwith 12 business areas ®

and an operational presence in 33 locations adfmssprovince has an

integral role in the implementation of governmeritrestry Revitalization

Plan and supports the Ministry's goal of providBrgtish Columbians with SUSTAINABLE
sustainable benefits from the commercial use oflipuforests. BC FORESTRY
Timber Sales provides these benefits by planning developing, and INITIATIVE

selling through auction a substantial and repregiset portion of the
province's annual available timber volume. The fictes received from
auctioned timber drive the Market Pricing System detting stumpage in
coastal and interior operating areas of the pravincThe organization

currently plans to manage about 20% (16 million m8)the provincial
AAC in the 2006/2007 fiscal year. |

The Kootenay Business Area is situated in souttraeBritish Columbia
(B.C.), Canada andncompasses the Arrow Boundary, Kootenay Lake and
Rocky Mountain forest districts. The portion of tBasiness Area subject to
certification is operations in the Arrow BoundaindaKkootenay Lake forest

districts. P E FC"

Six statutes form the legal framework for forestnagement on Crown
lands in B.C.: the Forest Act, the Forest Practicede 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, guiddimad policies also have
implications for forestry operations on Crown land8C Timber Sales

offices issue timber sale licences to successfiddyis under the authority
of the Forest Act. The allowable annual cut (AA&E)each timber supply
area (TSA) is determined by the provincial chiefekier, at least once
every 5 years, under authority of Section 8 of Hoeest Act. The AAC

allocated to BC Timber Sales in the Arrow Boundang Kootenay Lake

forest districts is 789,757 m3.

FRPA and its regulations in particular set the negments for planning,
road building, logging, reforestation, and grazirfRPA prescribes levels
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of protection for forest values including watershieahd wildlife habitat, and defines
planning processes. BC Timber Sales is requiredet@lop Forest Stewardship Plans
(FSP) to meet the requirements of FRPA.

FRPA took effect on Jan. 31, 2004. Any activitEseady approved under the pre-
existing Forest Practices Code were grandfatheneldcantinue to be governed by the
Forest Practices Code of British Columbia Act atsdregulations. Once transition is
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complete all forest licensees will operate only emBRPA, and previous plans such ag
the Forest Development Plan (FDP) will be replaegglans developed under FRPA and

the FSP.

KBA has developed a Sustainable Forest Managemant(BFMP) which describes how
the operation will achieve the broad objectiveshigter level plans developed under
public involvement processes such as the KootenaynBary Land Use Planning
Process. It also guides the development and comtEmther planning documents
including the FDP and FSP. The SFMP reflects tnents established by higher level
plans and through the regulatory framework desdribbove. KBA ensures that all
lower-level plans it is responsible for developigg.: the FSP, and all site level plans
are consistent with the commitments made in themS.

KBA's crown land woodlands operations are managedhfthe timber sales office in
Nelson, B.C. with field teams located in Castle@2manbrook, Grand Forks, Nakusp ang
Nelson.

Audit Scope

The audit was conducted against the requirementeeo2005-2009 edition of the SFI
standard, and incorporated an assessment agarSEtiprogram objectives for:

Land management;

Forestry research, science and technology;

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.

Training and education;

Legal and regulatory compliance;

SFl and ISO 14001 Findings

Public and landowner involvement in the practicsustainable forestry; and,

Management review and continual improvement.

The scope of the 2006 SFI certification audit of A8 operations included all of the
woodlands operations noted above. Fibre procureawivities were not included in the

Major nonconformities 0
Minor nonconformities 3
Opportunities for

improvement 5

scope of the certification as BC Timber Sales fiomst solely as a provider of Crown
timber to other wood suppliers.

The Audit

Audit Team— This certification audit was conducted by SyWolmsen, RPF,
CEA(SFM), EMS(LA) and Kerri Brownie, RPF, EMS(A)Both team members are
KPMG PRI auditors and have conducted numerous tfonesagement audits under
a variety of standards including SFI, ISO 14001 @$A Z809.

SFI Certification Audit/ISO 14001 Surveillance AudiThis SFI certification audit
involved an on-site assessment of all elementshef KBA's SFI program in




. .. Forest
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conjunction with KPMG PRI’s surveillance audit dfet ISO 14001 system, which
was registered to the ISO 14001:1996 standard rily 2806. The audit included
visits to a number of field sites to evaluate tk&est to which the operation’s forest
management plans and practices conform to therergents of the SFI standard.

Surveillance Audits- Annual 1ISO 14001 and SFI surveillance auditscamreducted
by the audit team to ensure that SFI requiremesmsirmue to be met.

SFI Program Representative George Edney, RPF served as KBA’s SFI program

representative during the audit. o
Block planning includes
. . . considerations for block size and
Audit Objectives configuration to address terrain and

. . .. . . . water quality.
The following audit objectives were included withire scope of the audit:

An SFI certification audit to evaluate the opem®o conformance with the
requirements of the 2005-2009 version of the Skiddard.

An I1SO 14001 surveillance audit against selectgdirements of ISO 14001:2004.

Audit Conclusions
The audit found that:

The operation’s B.C. woodlands operations meet¢heirements of the 2005-2009 : :

i f the SFI standard in all material respeds a result, a decision has been KBA operating areas include areas
version o > A P ) adjacent to caribou habitat and
made to grant certification to the SFI standard tfa@ next 5 years. KBA's SFI detailed habitat assessments are
certification is valid until February 27, 2012. completed during block planning.

The operation’s EMS continues to be effectively lempented, and all elements of
the EMS meet the requirements of ISO 14001:20@4l imaterial respects.

Good Practices
During the course of the audit, a number of goatiices were identified including:

The SFMP matrix that documents how the Businessa Aee addressing each
performance measure and who is responsible istigbrand well organized.

High level of involvement of and responsivenesammunity groups (e.g. water
users) in development planning.

Strong focus on mountain pine beetle salvage atehtien of on-block structure
(non-merchantable stems, stubbing, etc.) wherableas Field site visits to active
and completed harvesting blocks indicated thatrrethtrees had been well protected
during harvesting operations.

Good levels of operator awareness of the enviromah@mnagement system and site

specific requirements. Activities for which BCTS has
responsibility include planning, road

During the prework meeting for a timber sale lioenn the Boundary field unit construction, maintenance and

BCTS staff informed the licencee where they coakktcontaminated soils resulting CLEEEIE e, SMEIITE Er

. . monitoring of the implementation of
from spills, this was also documented on the pré&viom. these activities. Within KBA, there is a

good level of operator awareness of
the EMS and site specific
requirements.
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Areas of Nonconformance

Full conformance was found in relation to 98% & thdicators included in the KBA SFI
audit protocol. A total of 3 minor non-conformgievere however identified during the
combined SFI certification/ISO 14001 surveillanagdia of KBA's crown land forest
operations. These included:

Performance Measure 3.2 of the SFI standard rexjuirganizations to develop,
implement, and document riparian protection measur&BA has developed an
Environmental Field Procedure that includes procesiuand requirements for
minimizing impacts on water quality during road stvaction. However, the field
inspection identified two instances where the negraents had not been met.

Performance Measures 11.1 and 13.1 of the SFI atdrréquire the organization to
monitor and measure legal and regulatory compliameeperformance. This is done
through the EMS, however, a review of inspectiocords and the GENUS ITS
database found that actions to address issuesfidéris a result of inspections and
external complaints have not been consistently roszb in GENUS ITS or on

Record of Communication documents, therefore, fomes issues there is not a ST | BB (EGEES

such as tree retention and restoration

record that actions have been implemented. burns have been implemented by
. L " ) KBA to mimic natural disturbance
Performance Measure 2.1 requires the organizatomeet specific requirements patterns.

related to regeneration. A review of the regemenadelay data identified a number
of gaps in the data. While KBA has identified iBsuwith the quality of the
silviculture obligation data in GENUS and RESULTi&lehas developed an action
plan under the EMS to address this issue, the pdasnnot been fully implemented
and the data in its current form is insufficientpimvide an accurate assessment of
regeneration performance.

Opportunities for Improvement

The following opportunities for improvement wereidified during the audit:

Interviews conducted with the licencee supervisbam active road construction
project identified a weakness in the supervisovigr@ness of his responsibility to
complete the Emergency Response Plan for the prejed his awareness of the
frequency of self inspections and the forms usetbttument self inspections.

A field site visit to an active harvest cutblockufm isolated weaknesses in
emergency preparedness equipment.

The audit identified an opportunity to improve tivekage between the SFMP, the
SFI Implementation Matrix and existing governmendligges addressing the
commitment to compliance with social laws. Whitere are government policies
that address all of the commitments, the SFMS doegrovide a clear link to these.

The audit identified an opportunity to improve ttracking of educational and
outreach opportunities to ensure that all oppotiesare identified and documented.

The audit identified an opportunity to improve thistribution of the Inconsistent
Practices Report. While the Inconsistent PractReport Form and Protocol are
provided to the licencees, permittees and contractibe form has not yet been made
publicly available.
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Corrective Action Plans

Corrective action plans designed to address thé caose(s) of the non-conformitie
identified during the audit have been developedBy and reviewed and approved b
KPMG PRI. The next surveillance audit will includefollow-up assessment of thes
issues to confirm that the corrective action pldaseloped to address them have be
implemented as required.

Visual quality objectives in scenic areas are managed by block
size, block configuration and tree retention.



