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Executive Summary

Tol kods Sustainabl e [Planrferddrest anagergeatnoa ManitdolfgS F M)
Forest Management Licea¢FML) Area No.2 receive@anadian Standards Associati@SA)
certification October 2004. Documents relating to the SFM activitietherF-ML Area are
available on the website atww.tolkomanitoba.com Planning for forest management on the

FML Area follows requirements outlined undine Forest Actand the FML Agreement. The
current ForesManagemenPlan (FMP) covers the perid®97 to 2009 inclusive. The Company

is licensed under the ManitobBnvironment Actand this licene also outlines certain
requirements that are to be met.

Review of the SFM process usmdertaken in several formafBhe Environmental Management
System EMS)/ SFM Tolko staffcommittee mef0 times during 2008\nnual meetings are held

for both Company staff and contractors to review EMS and CSA. The FML Poeast
Resource Advisory CommitteERAC) met 5 times in 208to discuss different aspects of CSA.
Company staff review requirements at each block through tailgate meetings with contractors and
monitor progress of the block through operation inspections. TRepBh was audited twice in

2008

Highlights from 2@8include:
e Continuation of CSA certification after surveillance audit
e Preharvest surveys were completed 1f30%of the blockgof non salvage blockgrior
to harvest (target 95%).
Bulldozing remains less tha#%6 of productive land
Roads remain well belotarget of 0.05% of productive land
After 3years oad decommissioning has achiev&¥® of 5 year target
15 blocks were surveyed for CWD in 2008
The FMPOP operators6é guide was updated in
Risk with pictures of thésted species.

Issues for 208

e The Company could not demonstrate where its relative log cost performancetiel in
Price Waterhouse&Coopers Log Cost Comparison as the survey no longer includes
comparable operations.

The indicator and target for theraral contractors meeting were not meet as written.

Two implementation activities under two indicators were not completed

There was one neconformance from the third party auditwas cleared in 60 days.
Although the publicsatisfactiorsurvey was compted there was a poor response

The indicator on seed zone compliance was not met.

Corrective actions and/or review of indicators are being undertaken to correct the issues.

In 2008nineteenndicatorswere reviewed andhanges were implemented as o 2008
Annual Report.Two other indicatos arestill under review.
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Introduction

The purpose of this 200Bustainable Forest Management (SFM) Annual Report is to document
the processes and activities that have been undertaken in fulfillment of commitmaeietsn the

Tolko SFM Plan for forest managent on Forest Management Licen(FML) Area No. 2.

This AnnualSFM Report documents the progress made towards meeting the targets established
for indicators being utilized to measure progress in SFM objediivabe Defined Forest Area
(DFA). The SFM Plan and ongg implementation processes hdeen put into place by Tolko
Industries Ltd. Manitoba Solid Wood Division (also referenced as Tolko or the Company) in
order to demonstrate to the public,andte¢its st omer s, t he Companyds <co
to public participation in its planning processes. As required by the CSA-@B@anded,

Tolko has prepared this 20@8nual Report to document progress made relevant to the SFM
Plan for the FML Area No2 DFA and toprovide a mechanism topdate the plan as new
information is realized.

The SFM Plan was prepared to meet the requirements of the Canadian Standards Association
(CSA) Zz80902 Standard and to document the public participation, SFM performance
framework, and SFM system that has now been set into place and is being maintained for FML
Area No. 2. Tolko achieved certification to the CSA Z8XStandard, which is a Canadian
national and an internationally recognized standard for SFM, throughifecagon audit held to

assess the SFM Plan for the FML Area No. 2 in October, 208dbsequent to receiving
certification, the Companfiassubmittedfour Annual SFM Reposd; one for 20042005 2006

and 2007.

This 20@ Annual SFM Report details progesade in meeting SFM commitments for FML
Area No. 2 during 208 The report focuses on providing a report of progress made in terms of
the performance framework established in the SFM Plan. It provides an overall review of
progress made, successes addie shortcomings that have occurred, emerging issues, future
plans and corrective actions that will be required in order to maintain the Sustainable
Management Standard required by the CSA Z8P%tandard for FML Area No. 2.

For a description of the FMArea No. 2Defined Forest AreadFA) to which this 2008Annual

SFM Report pertains, and for details on the SFM system being utilized by Tolko on FML Area
No. 2, the reader is directed to the SFM Plan for the DFA which is available on the website at
www.tolkomanitoba.com Other reports and publications pertaining to the SFM system and
forest management processes on FML Area No. 2 are also available at the website.

In November 2008 the company was notified ttiet Grass River Park was withdrawn from
FML Area No. 2; t herefore, it is no longer pa
Plan. For a map of the DFA gaww.tolkomanitoba.com

As the sole Forest Managent Licere holder for FML Area No. 2 DFA, Tolko continues to

take responsibility for the lead role in maintaining the SFM System for the DFA. The Company
continues to work closely omargoing basis with the various interested parties in planning and
implementing sustainable forest management on the DFA. This continues to build on past
experiences and developed partnerships, including the development process for the SFM Plan
itself.
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In addition to this SFM Annual Report, the Company is responsibfgdpare and submit a
Forest Management Annual Report to Manitoba Conservation (MC) to foloon all forest
management activities undertaken on the DFA as compared to the proposals of the related
Annual Operating PlarAQOP).

As reported in the SFM Plathe SFM system for FML Area No. 2 is closely aligned with the
Tolko ISO 14001 registered Environmental Management System (EMS) for woodlands activities
on the DFA. The EMS was originally registered as meeting the ISO 14001 standards as of
January 21, 2UB. As part of the process improvement and adaptive management process Tolko
Industries Ltd. undertook a review and update of the EMS to more closely integrate the
requirements of the CSA SFM Z802 within the EMS. The EMS scope and purpose is
describedn the EMS Manual (EMS Manual 2009

The EMS provides supporting infrastructure for the SFM system for the DH#eroles and
responsibilities of the Company and its staff in terms of implementing and maintenance of the
EMS is outlined in the EMS Maiali (scope, development &tandard Operating Procedures
(SOP3, policy and forest management principles implementation, planning, implementation and
operation, checking and corrective action and management review), the EMS Standard Operating
Procedures, # EMS Training Matrix and the associated EMS Forms (Contractor Orientation
Record (Corp. EMS Form WL001), Project Tailgate Checklist (MB EMS Form WL101) and
Operations Inspection Form (MB EMS Form WL201). The use of operational controls in the
EMS is guickd by the Tolko Manitoba EMS Significant Aspect Operational Control Matrix.

In 2006 the InventoryForesterbecamethe EMS and the SFM Champiaesponsiblefor
implementation of the EMS and SFM on FML Area No. 2. In fulfilling these rolemtlentory
Forester has coordination responsibilities with respect to the Tolko EMS and achievement of
SFM at the Manitoba operation, particularly relating to liaison with the FML Area Forest
Resource Advisory Committee (FRAC). ThwentoryForestebecame thehaimperson forthe
EMS/SFM Tolko Staff Committee, to provide for the local maintenance of the EMS and SFM
Systems at Tolko Manitoban an ogoing basis. This committee reviews SOPs annually,
develops action plans to address corrective action for any identified-conformances,
scheduls training sessions, reviemxand make recommendations to senior management of any
suggestions for process improvement brought forward pravides for follow-up with
appropriate staff on any outstanding tasks for correctiveraaentified in the EMS. The scope

of the EMS/SFM Committee at Tolko Manitoba also includes ongoing review requirements for
the SFM processiisupport of the SFM Champiomhis EMS/SFM Committee meetsgularly

to address ayoing requirements, with mines recorded and posted on the Company Intranet for
internal communication.In 2009 the Divisional Forester assumed the EMS/CSA related duties
in time for preparation of this report.

In addition, Area Manager(sthe Woodlands Manager and the Corporatsinability Manager

also take leading roles in responsibility ensuringhe EMS and SFM is maintained company

wide. All Tolko Industries Ltd. Manitoba Solid Wood Division employees take part in
fulfillment of responsibilities to ensure that all legisbn and regulations are followed and that
Standard Operating Procedures (SOPs) contained within the EMS are adhered to. All employees
are responsible to actively participate in environmental management in the fulfillment of the
Companyo6s Enolidgy.r Thiswoek has andluded roles in the monitoring and reporting

of indicators as reportkin this 2008SFM Annual Report.



As described in the SFM Plan, Tolko contractors and DFA workers, Manitoba Government staff,
timber sale operators on the DFA,daother stakeholders continue to play a role in the
implementation of SFM for FML Area No. 2.

This 2008SFM Annual Report will be made available to the public via the Tolko Manitoba
website atvww.tolkomanitobacom

SFM 2008 ANNUAL REPORT REVIEW

The FRAC met on September 16, 2009 and reviewed pertinent parts of this report in its draft
form. At that time there were several indicators that the Company was not able to demonstrate
compliance with or felt in fiure years might not be able to meet as written. Input was requested
from the committee to put action plans in place to address the issues.

The following indicators were discussed with the committee:

1.2.1.3.1 Abundance of residual stand structure
1.31.1.1 Seedlings grown from government seed zones
4.1.2.1.1 50% of sawlogs hauled by train

5.3.2.1.1 Average log cost with comparable industry
6.3.1.1.1 FRAC independent satisfaction survey
6.4.1.1.1 Annual Contractors awareness meeting

At the time of tle meeting it appeared that the Company did not collect data from all the blocks

to meet the target for indicator 1.2.1.3.1, however the missing survey sheets were located after
the meeting and the Company actually was in compliance with the indicatang@iscussions

with the committee when it appeared that not enough data had been collected the members
suggested testing if the data could be obtained by analyzing aerial photos. Going forward the
Company has made a requirement that the contractorsedsutiiey during the harvest, which
should improve residual stand structure retention since the operators can get immediate feedback
on their actions and correct them if necessary.

The committee had several suggestions to improve the seed zone comptidineor
(2.3.1.1.1) including color coding the seed zone labels, requiring the contractor to instruct the
planters which zone color applies to the block they are working in, and to impose a financial
penalty for non compliance of a contractor.

The Compan expects that indicator 4.1.2.1.1 (50% of sawlogs hauled by train) will become an
issue due to recent inabilities of Hudson Bay Railroad to meet delivery schedules. Although
there is currently another target associated with the same objective (minisend@use gasses)

it was agreed that this indicator should be replaced during the upcoming plan revision.

Indicator 5.3.2.1.1 requires the Company to benchmark its log cost with an independent survey
of similar woodlands operating costs. Due to the nundfeforestry operations in central

7
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Canada that are currently shut down there is nothing to compare costs against. The Company
had hoped to benchmark directly against the few mills still operating but they declined to share
woodlands costs. It was poidteout that the fact that the pulpmill is still operating and
woodlands activities continue demonstrates the Company is one of the few that still meet the
objective of achieving competitive wood costs. Suggestions from the committee included
trending the werage costs from the previous surveys or applying cost adjustment factors to the
previous survey to create a benchmark to compare to.

The Company met the target of the FRAC satisfaction survey (6.3.1.1.1) in terms of percentage
of positive responses, thectual response rate was a disappointment. Suggestions from the
committee to increase response included provision of a gift for completing the survey, restricting
the survey to members who were deemed to be
computer and reducing the intensity of the survey. Most agreed that the last survey was quite
daunting in complexity.

The Company provides annual training for contractors (6.4.1.1.1) with the minutes of the
meeting distributed to contractors who can nderat. The Company needs to ensure and
document that the contractors review these minutes. To that end, the Company will expire the
contractor orientation record of contractors that do not attend the meeting, forcing them to
review the material and docuntdt on a new orientation prior to starting work.

Woodlands Staff Review

The 208 SFM Annual Report was reviewed by the Tolko Woodlands Staff Gemgh
comments were to be submitted®ygtober 23 At this time no changes were suggested.

Management Rerew

The Tolko EMS/SFM Committee held a meeting Mavember19, 2009to reviewthe 20@
SFM Annual Reportno changes were required

The Woodlands Manager reviedthe original draft repor@nd no changes were suggested.
As a result of 2008urveillanceaudit, the followingactions were implemented in 2008

e Training on RooCause Analysis
e Requests for Block finalizations have been made to Manitoba Conservation
e Telephoning FRAC members prior to meetings.

e The annual contr act or andual stafedviewr af theo EMSutd s a f
ensure the most current SOPs are given to the contractors

e Contractor employee sessions are being held by Tolko staff
During 20 two audits were undertaken for the SFM Plan. An internal audit was condacted

October. There were no non-conformance, one system weaknessl six opportunities for
improvement These have been reviewed and incorporated as deemed appropriate. The internal



audit was reviewed with the FMArea FRAC at th®ecember 200&eeting. The audit rept is
availableto Tolkostaffo n t he Companyds i nternal EMS websit

The second audit was a CSA surveillance audit completed bytamaixpartyOctober 2326,

2008. There was one neconformance related to the lack of consistent application of raseca

analysis. This was cleared in 60 days dangét Company6s SFM system was
continued rergtration to the CSA standar@herewere five minor norconformances (system
weaknessesr areas of conceyrand elevenopportunities for improvemer(OFI). Corrective

actions plans ardeing implemented dr these minor neoonformancesThe OFIs will be

reviewed and any followap actons will be implemented in 2009The audit was reviewed with

the FML Area FRAC at thBecember 2008&eeting.



Planning Process Review

Forest management planning for the DFA is undertaken within a framework provided by the
requirements of he Forest Acand the FML Agreement between the Company and the Province
of Manitoba. Planning for quota holders and special ailmtdtolders operating within the
Manitoba Timber Sale System is incorporated within the plans of the Company as per the FML
Agreement.

In addition to the planning requirements stipulated lne Forest Acand the FML Agreement,
guidelines for forest magyement planning and operations have been producddahytoba
Conservation NIC) which provide further requirements and guidance for planning on the DFA,
including public participation requirements.

The current approveBorest Management PlaRNIP), within which the Company conducts its
forest management activities, covers the period of 1997 to, 200@sive. As part of the
requirements of Manitoba legislation respecting forest management for the DFA, the FMP
development included a full Environmentaldatt Assessment (EIA), public hearings before the
Manitoba Clean Environment Commission (CEC) and licensing undes Manitoba
Environment Act

The TolkoForest Management Planning and Operating PractigedgPOPs)(Tolko Manitoba

1996) was produced in coert with the development of the FMP. The FMPOPs provided a
detailed documentation of the planning and operating practices employed by the Company for its
forest management activities on the DFA, including planning and public participation processes,
roaddevelopment, harvesting, forest renewal, monitoring and reporting. The FMPOPs continue
to provide a source of support and guidance for the approaches to be taken by the Company in
mitigation of nortimber values for FML Area No. 2.

The FMPOPs are curriyp undergoing a review to incorporate revisions to existing processes

and to document new guidelines identified as required to meet SFM requirements for

i mpl ementation of the SFM perf or man206 wasr a me wo
reviewed at ta 208annual contractors meeting.

As required each year, the Compaubmittedthe 2008/09Annual Operating Plan (AOHpr

approva) produced for the DFA within the scope provided by the approved FMP. As per the
requirements of the M@lanning and Subrasion Requirements for Annual Operating Plahs
2008/09A0P provided a detailed plan foperations proposed for t2808/09f p| an year 0 a
wi t h Ida nigroo If plan® for2@09/20X0 fand 202011 In this way a fr
year projectionof operations is in place for the DFA at all times. Further to the public
participation process undertaken in depetent of the FMP, additional going public review

was undertaken ir2008 in preparation of the2008/09 AOP with a focus on the proposed
operations planned and forecasted for2008/09 and 2002010 period. Public input received

on the forecasted operations, particularly for road locations, classification and timing and for
harvesting proposals, allowed the Company to refine the propasakxjuired. The approved
2008/09A 0P f or the DFA was made available for \
www.tolkomanitoba.com

1C
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The 2008/09 AOP was submitted for approval to MC by the required datéémitoba
Conservation did not approve the AOP until December 2008. The delay in approval is a result of
Manitoba Conservation undertaking First Nations consultation for the AOP. The company was
given approval by MC for extension of the 2007/08 AOP aovést any outstanding harvest
blocks and complete associated silviculture activities which had not been done so during the
2007/08 operating year. Some additional blocks were also approved by MC to sustain operations
until the First Nations consultatiamas complete.

Throughout 208 work permit applications were submitted to MC for all operations prior to
commencemenf work in the field. This provided a final opportunity for any needed
amendment to conditions or refinement of AOP proposals in additioany final needed
mitigation requirements for each site. The work permits, approved bntégrated Resource
Management TeamiRMT) for the Region, are signed off on by either the appropriate Company
representative for the area or by the respective@&r Sale Operator.

Public Consultation Process Review

General

The Company has developed and utilized a variety of both informal and formal public
consultation mechanisms over the past number of years as an integral component of the forest
management phning process for FML Area No. 2. Various processes have been used in order
to accommodate the wide range of public knowledge, different interests and varying levels of
involvement desired by participants and to reflect community values and to adtiegesific
concerns of individuals and groups.

In 2008the Company promoted public awareness of forestry through Company participation in a
variety of functions including:

e Presentations to specific user groups, public scrmalscommunity colleges

e Provision of forestry field tours to interested groups; and,

Informal user group/individual resource stakeholder consultation, both in terms of attendance
and presentation to association and group meetings, and in terms-afrone meetings and

field trips with individual resource stakeholders continues on an ad hoc basis asdediiich
information is useful for application tgpecific mitigation plans as applicable, lumting
discussions occurringhrouchout 2008 for refinement of 2008perations andof use in the
development of the0082009and 2009/201@AOPs.

The AOP public informtion meetings continued in 200& the development of the 282009

Plan The public information meetings were held prior to the submission of the AOP to the
Manitoba ®vernment for approval and were held across the DFA to offer several oppestuni
for local people to attendndividual invitations were serib a wide range of parties who have
expressed an interest in attending these meetings in the past based UmdkotReiblic Mailing

List. In addition, all meetings were advertised inlteal newspaperand localcommunications
media to ensure that the general publasinformed of the meetings. Bulletin board postings
were also utilized in smaller communitiesthout local newspapers. The Public Mailing List
utilized by the Company for specific invitation of interested parties includes all First Nations and

11



other communities within the DFA, in addition to other special interest groups such as trappers
associtions. In addition, any party attending Tolko public information meetings who expresses
an interest is added to the Public Mailing List. In this way the mailing list continues to expand as
time goes on.

Findings of these meetings, including minutes makelisting of all attendees, and a summary of
issues and concerns raised, was documented and summarized forufpllmivany pertinent
information in the further development of th@08/2009A0OP. The minutes from these meetings
were also included as apendix to the 2082009A0P.

Tolko FML Area FRAC Committee

As noted in the 2004 SFM Annual Report, the CSMSkdvisory Committee and the éxisting
Forest Resource Advisory Committees (FRAC) on FML Area Navete merged to create a
single FML Area FRC. The FML Area FRAC is the ongoing formal public consultation
mechanism being utilized for the continuing implementation of the SFM Plan for the DFA. For
a detailed description of the process for the formation and functioning of the FRAC, and
predees®r SFM Advisory Committee/EFRAC committees, the reader is directed to the SFM
Plan.

With the continuing implementation of the SFM Plan, the role of the FRAC Committee is
continuing in terms of evaluation of the results of Plan implementation througluregeent ath

reporting on the indicatorsThe committee is also important in its role of making
recommendations on ways and means to make improvements to planning processes on the DFA
in order to move forward with adaptive management and continual impeovdar the area. At

the same time, it is useful for this same committee to be involved in the other tasks of FMP and
AOP review and other public participation roles in forest management on the DFA in order to
assist in discussion and resolution of arsués relevant to SFM on the DFA and to maximize

the learning and effectiveness of the committee.

In 2008 the FRAC mditve times:

e March 19, 2008
e June 42008
e Septembel7, 2008
e October 29, 2008
e December 3, 2008
Three community committees are in égise to discuss local issuéBhe communities are Snow

Lake, Sherridon and Wanless. The Snow Lake FRAE in April 2008 The Wanless
committeeand theSherridon FRAC did not neein 2008

12



Status of Performance Indicators

Updates to SFM Plan Indicators

As part of the adaptive management process there is a nessmbgnze the need tonodify and
streamline processes and to make modifications to reflect practical solutions to operating
requirements, while meeting the goals and objectiveseo58M Systenfor FML Area No. 2.

As such,several of the original indicators within the performance framework for the DFA are
being reviewed for potential modificatiom.he changes to the indicatomrave beemeviewed by

the FRACand incorporated into the SFM performea framework for the DFA.

It is noted that no change is being proposed to the values or objectives assochataalyvat
these indicatorsChanges being considered are to one or more of: management strategies,
implementation processes and/or monitoang reporting processes.

The FRAC approved all the changes to indicators listed ifdifmving table during various
meetings in 2008 except for indicators 5.3.2.1.1 and 6.4.1Appendix M contains the revised
indicators.

Therevised SFMPlanwbh e posted on t hewwiGakonmaitobg.éosm websi t e

13
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Indicator Number

Indicator Description

Items being considered

Reason

11111 Disturbance patterns | Include some variance in Unable to reprt completely in 2007 because no
reporting photography flown in 2007
12131 Abundance of residuall Standing tree survey all Operationally, not all blocks may be surveyed,
stand structure blocks but with a variance of butall blocks will be reviewed during preparatic
10% . of cutover records
Include some variance in Unable to report completely in 2007 because n
reporting photography flown in 2007
11.1.21 Cutover renewed to | Include some variance Changes in land use or withdrawals may not
Govdt stan permi Tolko to treat some blocks required to
achieve govdt standar
11131 AAC Include 10% variance If evenlcubic metre ovei would be no
complianceRequires MQo change policy.
indicator allows for variance
12111 Caribou strategy Include SARA eference Since SFM plan written, SARA has become ful
legislated
12121 COSEWIC/MESA Include SARA Since SFM plan written, SARA has become ful
awareness for staff legislated
13111 Seedlings grown from| Add variance or more striden Reduce human errors
Gov. seed zones procedures
141.1.1 PHFI Include SARA reference Since SFM plan written, SARA has become ful
remove COSEWIC reference legislated
3.1.1.15 Coarse Woody debris | Add variance If unable to survey 15 blocks in year, allow for
surveys Align with MC MOU change Tolko to make up difference in subsequent yea
to December 31, 2009
21111 Cutover renewed to | Include some variance Changes in land use or withdrawals may not
Govdt stan permit Tolko to treat some blocks required to
acheve govdt standards
3.1.1.1.1(A) Bulldozing less than | Reduce to 8% 10% is achievable
10% of prod land e Include some Improvement
variance in reporting Unable to report completely in 2007 because n
photography flown in 2007
3.11.14 Cutover renewed to | Include some variance Changes in land use or withdrawals may not
GovoOot st ani permit Tolko to treat some blocks required to
achieve govdt standar
411.1.3 Cutover renewed to | Include some variance Changes in land use or withdrawals nmey
Govodt stan permit Tolko to treat some blocks required to
achieve govo6t standar
41211 50% of sawlogs haule{ Add variancereduce target tg Target inflexible with current HBR performanee
by train 30% unable to meet target
5 year rolling average Consider dbnger term rolling average
4.211.2 Cutover renewed to | Include some variance Changes in land use or withdrawals may not
Govodt stan permit Tolko to treat some blocks required to
achieve govo6t standar
5111.1 AAC Include 10% variance If even 1culic metre oveil would be no
compliance. Requires MC to change policy.
indicator allows for variance
5.1.21.2 Cutover renewed to | Include some variance Changes in land use or withdrawals may not
Govdt stan permit Tolko to treat some blocks required t
achieve govdt standar
5.2.11.1 75% value with local | Add 15% variance Some years this may not be achievable
contractors Consider rolling average
53.1.1.1 75% value with local | Add 15% variance Some years this may not be achievable
contractors Conside rolling average
5.3.2.1.1 Average cost with Re-word to continually cost Price Waterhouse Cooper survey no longer
comparable industry | reduction or find new survey includes comparable operations 14
6.4.1.1.1 Annual contractors Indicator equires followup Impractical but meeting minutes are distributed

awareness meeti ngs

sessions for neattendees

contractors




Review of 2008Performance Framework

The performance framework for the SFM System being implemented for the DFA consists of
values, objectives,ndicators and targets to address each of the CSA SFM Critical Elements
associated with the CSA SFM Z802 Standard. This framework was developed through the
public participation process associated with the development of the SFM Plan, led by the work of
the FRAC Committee (formerly the CSA SFM Committee) for the values in place across the
DFA (described in further detail in the SFM Plan).

For each of the performance indicators in the performance framework, a Tolko Woodlands staff
member (Champion) wasssigned responsibility to oversee follayp and to ensure that
monitoring, measurement and reporting is undertaken as required. The following table lists the
indicators and the associated Tolko Manitoba Chamipiothe 2008 calendar year

Indicator # Theme Champion
1.1.1.1.1 Fire pattern Fiona Donald
1.1.1.2.1 Cutovers renewed to Gov. standards Paul Chapman
1.1.1.3.1 Harvest levels follow Gov. AAC Mike Paddock
1.2.1.1.1 Caribou strategy Richard Gibbons
1.2.1.2.1 SARA/MESA awareness for staff FionaDonald
1.2.1.3.1 5 wildlife trees/ hectare left standing Richard Gibbons
1.31.1.1 Seedlings grown from Gov. seed zones Paul Chapman
1.4.1.1.1 2007PHFI 95% of the blocks prior to harvest Mike Paddock
1.4.2.1.1(A) No harvesting ASI & protected areas Don Aikman

(B) Any harvesting proposed for ASIs to require specifi¢ Don Aikman

approval of AOP and/or work permits for the propos
harvest area from the IRMT

21.1.1.1 Cutovers renewed to Gov. standards Paul Chapman

2.2.1.1.1 Insect hformation from PHFI to MC Fiona Donald

2.2.21.1 Minimize forest fires caused by Tolko Fiona Donald

2.2.2.2.1 Control mistletoe from reuring Paul Chapman

3.1.1.1.1 (A Bulldozing less thaB8% of prod land2006 Don Aikman
amendment)

(B) Renew roads/landings Paul Chapman
3.1.1.1.2 No enforcement action for rutting Wally Quiring
3.1.1.1.3 Roads not to exceed 0.5% of prod land Richard Gibbons
3.1.1.14 Cutovers renewed to Gov. standards Paul Chapman
3.1.1.15 Coarse woody debris remeh survey Fiona Donald
3.21.1.1 No enforcement action near water Wally Quiring
3.2.1.1.2 Road/crossing monitoring & action Richard Gibbons
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Indicator # Theme Champion

3.2.1.2.1 Watershed research review Fiona Donald
41.1.1.1 (A) Close 150 km of ld roads over 5 yr. Richard Gibbons

(B) Roads not to exceed 0.5% of prod land Richard Gibbons
41.1.1.2 Renewal cutblocks within 3 years Paul Chapman
41.1.1.3 Cutovers renewed to Gov. standards Paul Chapman
412.1.1 30% of sawlog$auled by trair{2008) Greg Taverner
41.2.1.2 Vehicle idling staff awareness training Greg Tavener
42.1.1.1 Roads not to exceed 0.5% of prod land Richard Gibbons
42.1.1.2 Cutovers renewed to Gov. standards Paul Chapman
51.1.1.1 Harvest levels fadbw Gov. AAC Mike Paddock
5.1.1.2.1 No enforcement action with non timbealues Wally Quiring
51.2.1.1 Renewal cutblocks within 3 years Paul Chapman
5.1.2.1.2 Cutovers renewed to Gov. standards Paul Chapman
5.1.3.1.1 Public Consultation Don Aikman
514.1.1 Heritage review for all major roads Don Aikman
5.1.5.1.1(A) No harvesting ASI & protected areas Don Aikman

(B) Any harvesting proposed for ASls to require specifi¢ Don Aikman

approval of AOP and/or work permits for the propos
harvestarea from the IRMT

521.1.1 75% value with local contractors Joyce Totte
5.2.1.2.1 Public consultation Don Aikman
5.2.2.1.1 Truck haul safety program Wally Quiring
531.1.1 75% value with local contractors Joyce Totte
5.3.2.1.1 Average ost with comparable industry Wally Quiring
6.1.1.1.1 Aboriginal awareness training for staff Don Aikman
6.1.1.2.1 Public consultation Don Aikman
6.2.1.1.1 Public consultation Don Aikman
6.3.1.1.1 FRAC independent opinion survey Fiona Donald
6.4.11.1 Annual contractor awareness meeting Wally Quiring
6.4.1.1.2 Staff trainingi conferences/research Doug Hunt
6.4.1.1.3 (A) FRAC meetings/field trips Fiona Donald
(B) FRAC rep on audits Fiona Donald
6.4.1.2.1 Public information sharimmechanismsweb, mail list | Doug Hunt

Based upon the review of the SFM performaframework fo the DFA for 200&he following
fact sheets provide a summary of the progress made, successes, shortcomings and any needed
follow-up for each indicator.

Throughout the indicator fact sheets, any modifications that have been made from the original
performance framework developed within the original SFM Plan (2004) have been noted along
with the year that the modification has a@mmto effect. This is the seadisuch SFM Annual
Report for which modifications to the performance framework have occurred and all such
modifications for this report are labeled as (20@6(2008)
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Indicator # Theme Target Status Progress
11111 Fire pattern Met target. Analysis for available data from 2007 harvest ao@7
No variance occurred. & 2008fire has been completed.

11121 Cutovers renewed to Gov. standards | On track to meet target. | No ground surveys were conducted in 2008. A pilot
project to conduct aerial surgewas completed 058
blocks in 2008. From the aerial assessment six bloc
will require ground surveys.

All blocks from the 2005 surveys now meet the
standard. One block from the 2006 surveys and one
from the 2007 were fill planted in 2008. One block
from 2007 surveys will be fill planted in 2009. One
block from 2006 surveys require herbicide treatment
prior to fill planting

11131 Harvest levels follow Gov. AAC Met target. Four AACs were exceeded in 2008 (FMU 12, 5455

Within acceptable and 60). Manitoba Conservation approval letters are
variance. file for FMUs 12, 54 and 55 and in FMU 60 the volun
was exceeded by less than the allowable 10% (4.5%
MC cut control policy was changed in October 2008.
12111 Caribou strategy Met tarcet. Harveststrategy was completed in 2006 and
No variance occurred. | examination of the 200®7 photos were reported in th
2007 Annual CSA report.
1.2.1.2.1 COSEWIC/MESA awareness for staff| Met target. 100% of staff and survey caattors trained. As part of
No variance occurred. | the corporate strategy, contractors were made aware
VTER listforthe DFAThe FMPOP op
guide was updated in 2008 to include a section (
Species At Risk with pictures of the listed specig
1.2.13.1 5 wildlife trees/ hectare left standing | Met target. Field surveys were completed in three forest section

2008 target100 % of blocks to be
surveyed in the field within 10%

No variance occurred.

with results ranging from 16 to 172 trees per hectare
The averages byfest section were: Nelson River 59.
Highrock 57.5, Saskatchewan River 42.3 trees per
hectare.

The photo review of patches for 2007/08 resulted in
average patch numbers of 27.0 in the Nelson River,
in the Highrock and 9.2 in the Saskatchewan Riegr p
harvest block.

The 2008 target of 100% of blocks would be surveye
with 10% variance was met.
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13111 Seedlings grown from Gov. seed zon¢ Did not meet target All seed lots used for planting trees on the license ar
No varianceexists were trackd in 2008. There were 4,533 trees from s€
zone 5 planted in seed zone 6 without prior approval

to human error.

14111 PHFI 95% of blocks prior to harvest | Met target Excluding the fire salvage blocks which are epém
Within acceptable from the PHFI requirement (though parts of the fire
variance. salvage area had been PHFI surveyed under a gree

block configuration), 100% of the remaining blocks.
1.4.2.1.1 (A) | No harvesting in recognized protected Met target. No havesting occurred in an ASI or protected area.
areas No variance occurred.

1.4.2.1.1 (B) | Any harvesting proposed for ASIs to | Met target.

require specific approval of AOP and/{ No variance occurred.
work permits for the proposed harvesi
area from the IRMT.

21111 Cutovers reawed to Gov. standards | On track to meet target. | No ground surveys were conducted in 2008pilét
project to conduct aerial surveys was complete8&n
blocks in 2008. From the aerial assessment six bloc
will require ground surveys.

All blocks from te 2005 surveys now meet the
standardOne blockfrom the 2006 surveyand one
from the 2007vere fill planted in 208. One block
from 2007 surveys will be fill planted in 2009. One
block from 2006 surveys require herbicide treatment
prior to fill planting.

22111 Insect information from PHFI to MC | Met target. PHFI survey data provided to MC. FTG and

No variance occurred. | regeneration assessment was conducted aerial, no
insects or diseased concernwere found. (see indicato
2.1.1.1.1).

22211 Minimum forest fires caused by Tolko| Met target. There were no fires resulting from Tolko or contracto
No variance occurred. | operations in 2008.

22221 Control mistletoe from recurring Met target. One block had fill plant with en-host species. During

No variance occurred.

site preparation in two blocks residual host species v
knocked down. In these blocks there was also fill
planting of norAhost species.
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3.1.1.1.1 (A

Bulldozing less than 8% of prod land

Met target.
No variance occurred.

All for est sections were below 4% and the average f
the DFA was 2.72%.

(B) Renew roads/landings Met target. No variance | Company continues to ensure that roads and landing
occurred. included in silviculture strategies for each block and 1
the silviculture surveys include the roads and landing
3.1.1.1.2 No enforcement action for rutting Met target. No majorviolations regarding soil.
No variance occurred.
3.1.1.1.3 Roads not to exceed 0.5% of prod lan Met target. Roads were 0.0207% of productive land in 2008.
No variance occurred.
3.1.1.14 Cutovers renewed to Gov. standards | On track to meet target. | No ground surveys were conducted in 2008. A pilot
project to conduct aerial surveys was complete8&n
blocks in 2008. From the aeredsessment six blocks
will require ground surveys.
All blocks from the 2005 surveys now meet the
standard. One block from the 2006 surveys and one
from the 2007 were fill planted in 2008. One block
from 2007 surveys will be fill planted in 2009. One
block from 2006 surveys require herbicide treatment
prior to fill planting
3.1.1.1.5 Coarse woody debris research surveyl Met target. No variance | 15 blocks surveyed in 2008.
occurred.
3.21.1.1 No enforcement action near water Met target. No majorviolations regarding water.
No variance ocaued.
3.2.1.1.2 Road/crossing monitoring and action | Met target. Inspected 47 road networks, 979 culverts and 10
No variance occurred. | bridges.
3.21.21 Watershed research review Met target. Staf attended one web seminar related to watershed
No variance occurred. | management and continued to monitor projéthe
summary report for this indicator was not completed
2008, because the SFMN is undertaking a literature
review.
4.1.1.1.1 (A) | Close 150 km of old roads ev5 yr. Exceeded year target. | As of December 31, 2008, 280.6 km Class | and Il ro

Within acceptable
variance.

decommissioned.
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(B)

Roads not to exceed 0.5% of prod lan

Met target.
No variance occurred.

Roads were 0.0207% of prodivet land in 2008.

41112 Renewal cutblocks within 3 years Met target; no variance | The company is 100% within compliance on this

occurred. indicator.

41113 Cutovers renewed to Gov. standards | On track to meet target. | No ground surveys were condutti@ 2008. A pilot
project to conduct aerial surveys was complete8&n
blocks in 2008. From the aerial assessment six bloc
will require ground surveys.

All blocks from the 2005 surveys now meet the
standard. One block from the 2006 surveys and one
from the 2007 were fill planted in 2008. One block
from 2007 surveys will be fill planted in 2009. One
block from 2006 surveys require herbicide treatment
prior to fill planting

41211 30% of sawlogs hauled by train (200§ Met target. Of the sawlogs delivered by train, the two year avera

No variance ocurred. is 39.14%
41212 Vehicle idling staff awareness training Met target. Awareness session held with Woodlands staff, and
No variance occurred. | idling emission information-enailed to staff Jne 17th,
2008.
421.1.1 Roads not to exceed 0.5% of prod lan Met target. Roads were 0.0207% of productive land.
No variance occurred.
42112 Cutovers renewed to Gov. standards | On track to meet target. | No ground surveys were conducted in 2008.ilétp

project to conduct aerial surveys was complete8&n
blocks in 2008. From the aerial assessment six bloc
will require ground surveys.

All blocks from the 2005 surveys now meet the
standard. One block from the 2006 surveys and one
from the 2007 wee fill planted in 2008. One block
from 2007 surveys will be fill planted in 2009. One
block from 2006 surveys require herbicide treatment
prior to fill planting
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51111 Harvest levels follow Gov. AAC Met target. Four AACs were exceeded in 2008 (FMU 12, 54, 55
Within acceptable and 60). Manitoba Conservation approval letters are
variance. file for FMUs 12, 54 and 55 and in FMU 60 the volun

was exceeded by less than the allowable 10% (4.5%
MC cut control policy was changed in October 2008
5.1.1.2.1 No enforcement action with non timbg Met target. No major norcompliances regarding ftamber values.
values No variance occurred.

51.21.1 Renewal cutblocks within 3 years Met target; no variance | The Company is 100% compliant.
occurred.

5.1.2.1.2 Cutovers renewed to Gov. standards | On track to meet target. | No ground surveys were conducted in 2008. A pilot

project to conduct aerial surveys was complete8®n
blocksin 2008. From the aerial assessment six bloch
will require ground survesy

All blocks from the 2005 surveys now meet the
standard. One block from the 2006 surveys and one
from the 2007 were fill planted in 2008. One block
from 2007 surveys will be fill planted in 2009. One
block from 2006 surveys require herbicide treatment
prior to fill planting

5.1.3.1.1 Public consultation Met target. Public meeting process in place and public concerns
No variance occurred. | table utilized to ensure ndimber values, other

resource users and Aboriginal concerns are address

5.141.1 Heritage review for all major roads Met target. No all-weather road proposals were reviewed in 200
No variance occurred. | Dickstone South Road was submitted to MC for

approval. Heritage review already completed.
5.1.5.1.1 (A) | No harvesting in re@mized protected | Met target. No harvesting occurred in an ASI or protected area.
areas No variance occurred.

5.1.5.1.1 (B) | Any harvesting proposed for ASls to | Met target.

require specific approval of AOP and/{ No variance occurred.
work permits for the proposed harvesi
area from the IRIT.
5.21.1.1 75% value with local contractors. Met target. The target was met with 64% of the value of signed

200815 % variance

Within variance

contracts held by local contractors with an 11% varia
from the targebf 75% value.
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5.21.21 Public consultation Met target. Public meeting process in place and public concerns
No variance occurred. | table utilized to ensure ndimber values, other
resource users and Aboriginal concerns are address
52211 Truck Haul Safety Program Met target. Revised & reviewed with contractors.
No variance occurred.
53.1.11 75% value with local contractors. Met target. The target was met with 64% of the value of signed
200815 % variance Within variance contracts held bipcal contractors with an 11% varian
from the target of 75% value.
5.3.2.1.1 Average cost with comparable industry Did not meet target. In 2008 the Companyas not able to use the log cost
Not within acceptable survey for comparisodue tolack of participation by
variance. other Easter Canada companies.
6.1.1.1.1 Aboriginal awareness training for staff Met target. No requirement for 2008.
No variance occurred.
6.1.1.2.1 Public consultation Met target. Public meeting procesa place and public concerns
No variance occurred. table utilized to ensure négmimber values, other
resource users and Aboriginal concerns are address
6.2.1.1.1 Public consultation Met target. Public meeting process in place and public concerns
No variance occurred. table dilized to ensure netimber values, other
resource users and Aboriginal concerns are address
6.3.1.1.1 FRAC independent opinion survey Met target. Survey was completed in 2008.
No variance occurred.
6.4.1.1.1 Annual contractor awareness meeting Did not meet target One session was held for contractors across the DF/
within acceptable Contractor followup sessions were not held.
variance. Three contractor employee sessions were. held
6.4.1.1.2 Staff trainingi conferences/research | Met target. One trip was taken by staff with reports filed to descr
No valiance occurred. potential opportunities for improvement. Reports we
also recorded for two web seminars
6.4.1.1.3 (A) | FRAC meetings/field trips Met target. Five meetings we held. A field trip was offered twice
No variance occurred. | and did not occur.
(B) FRAC rep on audits Met target. No FRAC members observed the audit process.
No variance occurred.
6.4.1.2.1 Public information sharing mechanisn| Met target. Mail-outs and website additions listed. Forestry

Tweb, mail list

No variance occurred.

Newsletter was not completed in 2008.
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Summary of Indicator Assessment

As indicated in the SFM Plan, this 20@nnual Report will be prepared and made available to
the public describingt h e Companyos progress i n meeting
requirements. This report provides the opportunity for the Company to communicate how the
policy commitments are being implemented and how continual improvement is being made.
From the assessmaritthe performance indicators the following discussion summarizes findings
in terms of:

e Emerging issues being encountered,;
Future plans;
Corrective actions required; and,
Management commitments for moving forward.

Indicator assessments are based ondlendar year with the exception of the following:

A 11111 Fire Patterns

A 1.1.1.3.1/5.1.1.1.Harvest levels in cubic metres as compared to AAC.

A 12131 Abundance of residual stand structure.

A 14111 Percentage of proposedarfiest blocks subjécto preharvest

surveys (PHFI).
A 31111 Extent andduration of inblock seasonal ras and landings.

Indicators 1.1.1.1, 1.2.1.3.1 and 3.1.1.11 {&quire cutover photo review of activities on AOP
blocks versus actual harvest. The operatiray ydune 1 to May 31) from twyears previous is
evaluated. l.e.dr this report, reported activities for these indicatoccurred between Jure
2007to May 31, 2008

Indicators 1.1.1.3.1, 1.4.1.1.1 and 5.1.1.1.1 are also reported on the operatibgtyaarthe
previous one, i.elune 1, 2008 to May 31, 2009

Of the53indicators:
e 44were metin 208.
e 6 are on track to meeting targets.
e 3did not meet target$1.3.1.1.15.3.2.1.1 and 6.4.1.1.1)

Of the44that met targets, the highlights include:

e Achievedl87% of 5 year target for road decommissioning.
The target focoarsevoody debris surveywascompleted.
100% of blocks were surveys (PHFI) prior to harvest.
Roads remain well below 0.05% of productive land.

A public satisfaction survey was comigd

The 6 indicators that are on track to meeting targets all involve meeting the regeneration and
FTG standards. Implementation of the indicator acknowledges that folfpteeatments may be
required to meet the target. Remedial actions are diesgirsshe progress report.
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Reporting on indicator 5.3.2.1.1 is still an issue as no comparable benchmark is available. Other
surveys were being investigated during 2@@d 200&ut none are comparable. The indicator is
under review.

Theindicatorthatdid not meet targets 6.4.1.1.1 (contractors meetsg)der review.

Indicator 1.3.1.1.1, planting stock from the approved seed zone, was not met due to unintentional
transfer of 4,500 trees across the seed zone boundary. Both the nursery and gatraotpc
are assisting with the development of a plan to prevent future occurrences.

Targets for two indicators were met as stated but actions under impégimenwere not
completed. Forexample, watershed research was monitored and reported annuialiiyeb
summary report was not completed because the Sustainable Forest Management Network is
undertakinga related research prograntheotherindicator in which an implementation action

was not completed i6.4.1.2.1, the Forestry Newsletter was not qaeted in 2008. All other
activities for implementation were completed.

Although the public satisfaction survey was completed, there was a poor response.

Portions of his 208 SFM Annual Reportwere reviewed with the FRAC Committee to
incorporate inputprior to the report being finalized. Findings of this Annual Repeete
reviewed at the Tolko Manitoba Woodlands Contractor Meetings. The final report will be
available orwww.tolkomanitoba.com
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Listing of Indicators of the SFM Performance Framework for the DFA

Indicator Indicator Name

1.1.1.1.1 | Area (ha.) and frequency distribution of harvest and natural disturbance areas (by sizg

1.1.1.2.1 Forest cover composition of reforested cutover areas

1.1.1.31 Harvest levels in cubic metres as compared to the AAC

1.2.1.1.1 | Woodland caribou habitat for the KississiNgosap Lakes Herd

1.2.1.2.1 Staff awareness of current COSEVVMGAMESA lists for DFA

1.2.1.3.1 | Abundance of residual stand structure

13111 Percentage of areas planted with stock from the same or approved government seed |

14.1.1.1 Percentage of proposed harvest blocks subject thgirest surveys (PHFI)

1.42.1.1 Protected Areas and ASls recognized in forest managementpMPRsand AOP)

21111 Forest cover composition of reforested cutover areas

22111 Provision of information on insects and disease to MC for the DFA

22211 Company caused forest fires

22221 Recurring mistletoe infections in regenerating stan

3.1.1.1.1 Extent and duration of iblock seasonal roads and landings

3.1.1.1.2 | Adherence to Work Permit conditions and Tolko SOPs guiding Tolko and contractor fqg
operations on the DFA including those pertaining to rutting, protection cfimder values
and for operations adjacent to watercourses including buffers and the handling and st
fuels, lubricants and herbicides

3.1.1.1.3 | Amount of area in allveather roads (Categoriesid?) in place at any given time

3.1.1.14 Forest covecomposition of reforested cutover areas

3.1.1.1.5 | Amount and distribution of coarse woody debris

3.2.1.1.1 | Adherence to Work Permit conditions and Tolko SOPs guiding Tolko and contractor fg
operations on the DFA including those pertaining tangitprotection of nostimber values
and for operations adjacent to watercourses including buffers and the handling and stq
fuels, lubricants and herbicides

3.2.1.1.2 Condition of stream crossings and roadways in terms of erosion control

3.21.21 Reporting on evolution of watersheds research specific to forestry planning and opera

4.1.1.1.1 | Amount of area in allveather roads (Categorie®afid?) in place at any given time

411.1.2 Harvest blocks are regenerated as soon as possible

4.1.11.3 Forest cover composition of reforested cutover areas

412.1.1 Percentage of wood hauled by truck versus train

412.1.2 Level of awareness of Woodlands staff of effects on unnecessary vehicle idling

4.2.1.1.1 | Amount of area in allveather roads (@agories land2) in place at any given time

421.1.2 Forest cover composition of reforested cutover areas

5.1.1.1.1 Harvest levels in cubic metres as compared to the AAC

5.1.1.2.1 | Adherence to Work Permit conditions and Tolko SOPs guiding Tolko amcactor forestry
operations on the DFA including those pertaining to rutting, protection efimder values
and for operations adjacent to watercourses including buffers and the handling and st
fuels, lubricants and herbicides

5.1.2.1.1 Harvestblocks are regenerated as soon as possible

5.1.2.1.2 Forest cover composition of reforested cutover areas

5.1.3.1.1 Documentation of public consultation process followed, communities consulted, conce
raised and strategies/mitigation developed toesikiconcerns of local Aboriginal and othg
communities and netimber resource users within forest management plans for the DH
(FMP, AOP, Road Management Plans)

51411 Proposed allveather roads reviewed for the potential for the occurrence chgerit

resources
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Indicator Indicator Name

5.1.5.1.1 Protected Areas and ASls recognized in forest management plans (FMP and AOP)

5.2.1.1.1 Extent of local involvement in forest operations in the DFA

5.2.1.21 Documentation of public consultation process followed, communities itedsaoncerns
raised and strategies/mitigation developed to address concerns of local Aboriginal ang
communities and netimber resource users within forest management plans for the DR
(FMP, AOP, Road Management Plans)

5.22.11 Programs in placeelated to public safety during truck haul operations on DFA Compan
roads

5.3.1.1.1 Extent of local involvement in forest operations in the DFA

5.3.2.1.1 | Cost per cubic metre of delivered wood

6.1.1.1.1 Percentage of Woodlands staff who have partiegban Aboriginal, treaty rights and culturg
awareness sessions

6.1.1.2.1 Documentation of public consultation process followed, communities consulted, conce
raised and strategies/mitigation developed to address concerns of local Aboriginal ang
communities and netimber resource users within forest management plans for the DR
(FMP, AOP, Road Management Plans)

6.2.1.1.1 Documentation of public consultation process followed, communities consulted, conce
raised and strategies/mitigation deyedd to address concerns of local Aboriginal and oth
communities and netimber resource users within forest management plans for the DR
(FMP, AOP, Road Management Plans)

6.3.1.1.1 Degree of satisfaction with the public participation component gbldrening process

6.4.1.1.1 Training and awareness opportunities for contractors on the DFA

6.4.1.1.2 Tolko understanding and practices based on current and emerging knowledge and
recommended practices

6.4.1.1.3 Training members of the Forest Resourceisory Committees (FRAC) and the SFM
Committee

6.4.1.2.1 | Access of the broad public to information on SFM, FMP and AOP plans and related pU

participation processes
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Tolko Manitoba DFA Indicator Performance for 2008

Based upon the review of the SFMrformare framework for the DFAor 200§ the following
fact sheets provide a summary of the progress made for each indidegblighted text
indicates that targets have been modified during the last year.

CCFM Criterion 1.0 | Conservation of Biobgical Diversity

CSA SFM Ecosystem Diversity

Element 1.1 Conserve ecosystem diversity at the landscape level by maintg
the variety of communities and ecosystems that occur natura
the DFA

FML Area No. 2 A resilient forest ecosysm that emulates natural disturbances

DFA Value 1.1.1 landscape patterns

Objective 1.1.1.1 Create a range of harvest disturbance patches across the lan

that is consistent with the size, frequency, distribution and shal
disturbance patches created undeataral fire regime

Indicator 1.1.1.1.1 Target 1.1.1.1.1

Area (ha.) and Monitor and report on patch size and distribution resulting f
frequency distribution | natural and timber harvest disturieas for the DFA

of harvest and natural| Acceptable Variance:

disturbance areas (by| No variance in undertaking the measurement and reporting prg
size class) is acceptable. No targets are set for patch size and distributiq
the DFA at this time and as such, no variances for patch si
distribution are pplicable at this time.

Progress Towards Achievement

Met target.

No variance occurred.

2008Report

In 2008the Inventory Forester completed the summary by size clagd@arharvest and 200
fires. The summary can be found on the Corporate EMSiteebAlso included is the area
summary for 2008 fires.

Harvest summaries are determined from cutover records which are based on the operdting year
June 1 to May 31. These records are collated from aerial photography flown the summer
following the endof the operating yearCompilation of the records occurs in the following fall

or winter.
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Size Class| 2006 2007 Harvest 2006 2007 | 2008 Fires| Fire 1976
(ha) Harvest Harvest 19762007 Fires Fire 2007
0-10 3 0 172 172 116 178 3707
11-20 3 6 194 1 1 3 115
21-30 10 8 193 5 1 6 58
31-40 10 4 179 1 1 3 40
41-50 5 5 140 0 0 3 19
51-60 6 5 117 0 0 0 22
61-70 12 4 117 0 0 0 14
71-80 3 6 124 1 0 0 10
81-90 7 0 89 0 0 0 11
91-100 8 4 80 2 0 0 12
101-200 17 19 339 0 1 2 57
201-300 4 2 74 1 1 0 28
301-400 0 1 12 2 0 0 24
401-500 0 0 11 0 0 0 13
501-1000 0 1 13 0 0 0 32
10012000 0 0 1 0 0 0 25
2001-3000 0 0 0 0 2 0 13
30014000 0 0 0 0 0 0 5
40015000 0 0 0 0 0 0 5
500110000 0 0 0 0 0 1 23

1000%

100000 0 0 0 0 1 1 36

100000+ 0 0 0 0 0 0 3

# 88 65 1855 185 124 197 4272
Average size 76.2318 92.7199| 228.6809594 8.294616| 352.8447| 319.7739] 178.23375
Max size 276.236 630.27 1713.25| 366.2555] 38300.98] 52997.45| 110787.5
Min size 6.95836 11.2208 1.53439| 0.114464| 0.048981] 0.001051] 0.003119
Total Area 6708.4 6026.79] 138583.4152 1534.504| 43752.75] 62995.46 1725390

In April, 2008 the Inventory Foresteand the Area South Planneattended an information
session orLandscape desigm Winnipeg, Manitoba. Aspects of natural disturbanceepast
were discussed.
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CCFM Criterion 1.0 | Conservation of Biological Diversity

CSA SFM Ecosystem Diversity

Element 1.1 Conserve ecosystem diversity at the landscape level by maintg
the variety of communities and ecosystems ttaurnaturally in he
DFA

FML Area No. 2 A resilient forest ecosystem that emulates natural disturbance

DFA Value 1.1.1 landscape patterns

Objective 1.1.1.2 Reforest all harvested areas to the previous forest typer

Indicator 1.1.1.2.1 Target 1.1.1.2.1

Forestcover 100% of all harvested areas to be reforested to the standards se

composition of MC Regeneration and Frée-Grow requirements

reforested cutover Acceptable Variance:

areas With the exception for blocks compromised by circumstances w

would influence renewal, such as flooding, land uselassification
(mining, hydro corridor, ASI), or withdrawal (TLE) or in cases wh
MC denies approval for proposed remedial action becaus
preferable alirnative management strategib® variancein meeting
MC renewal standards for al |
renewal benchmarks must be within MC renewal timeési
Conditions justifying anyexemption from MC benchmarks f
individual blocks will be documented in the annual report.
ProgressTowards Achievement

On track to meet target.

2008Report

There were no formal regeneration survey or free to grow surveys conducted in 2008. The
silviculture forester conducted several aerial surveys to assess the possibility of determining
block staus from a low level aerial evaluation conducted during the leaf off stadg.-eight

blocks were surveyed aerially. Four blocks had been previously ground surveyed and were used
for calibration. Of the remaining blocks, fifteen were classified asefoegrow, 17 as meeting

the softwood regeneration standard, 15 required herbicide treat®igrtould not be classified

from the air and will be ground surveyed and 7 will be aerially survagatin 201Q because

initial trials with a fixed wing aimaft revealed limitations in assessing natural regeneration on
some pine sites

Remedial action on blocks identified in prior reports as requiring treatment to meet standards:
2005 report: All blocks regeneration surveyed in 2005 now meet the softwaawlalestandard.

2006 report: One block (T4) identified as requiring remedial action was fill planted as planned
in 2008. One additional block, MBO requires a herbicide treatment prior to fill planting. These
treatments are planned. All remainingdis meet the softwood regeneration standard.

2007 report: two blocks were identified in the 2007 report as needing treatment to meet the
regeneration standard. Block TUwas fill planted to the required density in 2008 and block
EA-1 is scheduled for Ilfi planting in 2009. All remaining blocks meet the softwood
regeneration standard.
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From initial aerial assessments done in 2008 six blocks were identified as requiring a traditional
ground survey to identify current status. Four blocksfd(Q1066, JO67 and RL21 (total area

495 ha) required a regeneration survey. Two blocks B24B andS Notal area 199 ha)
required a free to grow survey. These surveys are scheduled for 2009. The Manitoba
Silviculture Technical Committee is presently investigatprocedures for implementing aerial
surveys and Tolko is represented on the subcommittee

3C



CCFM Criterion 1.0 | Conservation of Biological Diversity

CSA SFM Ecosystem Diversity

Element 1.1 Conserve ecosystem diversity at the landscape level by maigtd
the variety of communities and ecosystems that naturally occur
DFA

FML Area No. 2 A resilient forest ecosystem that emulates natural disturbance

DFA Value 1.1.1 landscape patterns

Objective 1.1.1.3 Harvest within sustainable levels and restvoperating guidelines

promote the presence of a range of age classes on the DFA

Indicator 1.1.1.3.1 Target 1.1.1.3.1

Harvest levels in cubi¢ Harvest levels to remain within Government approved AAC
metres as compared t| Acceptable Variance
the AAC No variance in harvest levels outside of MC approved AAC le

based upon-year cut control periods is acceptable. Variation in
given year may occur. MC approved AAC levels may incl
accommodation of underutilized AAC from the previous period.
Progress Towards Achievement

Met target.

Within acceptable variance.

2008 Report

Annual Allowable Cut:

The 5year cut control volume was not exceeded in any FMUs during the@D08erating

year (June 1, 2008 to May 31, 2009). Four AACs wereeded in 20089 (FMU 12, 54,

55 and 60). Manitoba Conservation approval letters are on file for FMUs 12, 54 and 55 and

in FMU 60 the volume was exceeded by less than the allowable 10% (4.5%).
Manitobads fAHarvest Contr oleeome nRo rAerseta sMa nwaagse
October 2008 to include the following:

Alf a |licensee determines that the actual a
exceeded the AAC but is less than or equal to 10%, the licensee must inform the Director of
Forestry n writing of the overcut. Prior approval from the Director of Forestry is not
required if the amount is less than or equal to 10% of the AAC. Anyawterolumes will

be deducted against the following years AAC.
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CCFM Criterion 1.0 | Conservation ofBiological Diversity
CSA SFM Species Diversity
Element 1.2 Conserve species diversity by ensuring that habitats for the 1
species found in the DFA are maintained through time
FML Area No. 2 Continued existence of all animal and plapéecies native to the DF
DFA Value 1.2.1 within the historical natural range of variability
Objective 1.2.1.1 To maintain wildlife habitat for woodland caribou
Indicator 1.2.1.1.1 Target 1.2.1.1.1
Woodland caribou Implement forest management strategy for the Kissisblagsap
habitat for the Lakes woodland caribou range
KississingNaosap Acceptable Variance:
Lakes Herd No variance from agreet critical habitat area restrictions
acceptable
Progress Towards Achievement
Met target.
No variance occurred.

2008 Report

The Woodland Caribou (Boreal population) is listed as a threatened species under Schedule 1 of
the federal Species At Risk Act (SARA).

A strategy designed by Tolko forestry staff for the Kissis$iiagsap herd that was implemented
in 1999 as arntegral part of harvesting activities occurring in the Naosap Operating Area was
completed with the conclusion of the 2006 harvest.

The portion of the Naosap Road beyond the Sewap Creek Bridge that was interim
decommissioned in 2007 remained closedulgh 2008. In addition to the gate at the origin of

the road at km 32 of the Sherridon Road, a ditch and berm closure was constructed in 2008
between the road origin and the gate as a supplemental access deterrent.

Discussions with Manitoba Conservatismere initiated during 2008 on timber harvest activities
in the Peterson and Rodwalsh Operating Areas that form part of the Kis$\sgisgp caribou
range.

In 2008 Tolko continued to participate as a member of the Northwest Region Caribou
Management Comrtiee. The Company also contributed aircraft fuel and time for caribou
survey work in the Northeast and Northwest Regions.

Tolko in-kind contributions toward thengoing collection of DNA data through fecal sampling
of the Kississing/Naosap herdontinual in 2008 also helping to further identify the
relationships between the several groups/familyasibou that inhabit the rang&enetics are a
norrinvasive tool that can be used to monitbe tstability of the population andientify
differing/related eclogical units while helping to draw more accurate range lines on a map.
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Going forward the management strategy will be based on the broader landscape planning level
rather than micro managing an operating levelThe ultimate goal will be to see boreal
woodland caribou as setiistaining populations in existing ranges while ensuring an ongoing
supply of habitat within those ranges.

A compatible combination of cariband caribou habitat preservation and a sustainable timber
harvesting strategy willbe nt egr at ed as part of Tol kods AOP
where scheduled harvesting overlaps with caribou ranges.

33



CCFM Criterion 1.0 | Conservation of Biological Diversity

CSA SFM Species Diversity
Element 1.2 Conserve species diversity by ensgrthat habitats for the natiy
species found in the DFA are maintained through time
FML Area No. 2 Continued existence of all animal and plant species native to the
DFA Value 1.2.1 within the historical natural range of variability
Objective 1.2.12 Ensure species at risk are considered in planning and operations
Indicator 1.2.1.2.1 Target 1.2.1.2.1

Staff awareness of 100% of Tolko Woodlands staff to undertake review of SARA
current COSEWIC an( MESA lists annually

MESA lists for DFA | Acceptabe Variance:

No variance from 100% complete review by all staff is acceptable
Progress Towards Achievement

Met target.

No variance occurred.

2008Report

In 2008 the Inventory Forester periodically checked the Species At Risk Act (SARA),
COSEWIC ad MESA websites in order to prepare the Species at Risk list (VTER) for the DFA.
There wa®ne additioras a result of these checks.

One speciesRedheaded woodpeckewas added to the VTER list for the DFATwo other
birds may be found on the DFA buttrin forested areafkusty Blackbird and Chimneswift.

The FMPOP operatorso6é guide was wupdated in 200
pictures of the listed species.

The following material was regwed with survey crews (May 2008contrators (October,
2008 and Woodlands stafgptember, 2008

e Federal and Provincial legislation
e Tol kods commitment for the Protection of S
e Species at Risk for the DFA

All Woodlands staff reviewed and signed off on reference materighéoBpecies at Risk for the
DFA either at th&Septembemeeting or separately.
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CCFM Criterion 1.0 | Conservation of Biological Diversity

CSA SFM Species Diversity

Element 1.2 Conserve species diversity by ensuring that habitats for the 1
species foud in the DFA are maintained through time

FML Area No. 2 Continued existence of all animal and plant species native to the

DFA Value 1.2.1 within the historical natural range of variability

Objective 1.2.1.3 Plan and implement forest operations incogiing general wildlife

habitat considerations

Indicator 1.2.1.3.1 Target 1.2.1.3.1
Abundance of residual At least 5 standing trees (alive and dead) per hectare retained
stand structure harvested areas on a forest section basis. Harvest cabidifis for

insect or disease management requirements potentially impd
retention results will be documented.

Acceptable Variance: While the intent is to field survey 100%
harvested blocks a variance -40% of total cut blocks is acceptal]
for thefield survey portion. No variancacceptable on thavailable
photo(s) examinatioand documentation aftructure retention resul
on cutover phadgraphy as part of the cutoweporting process
Progress Towards Achievement

Met target.

Within accepable variance.

2008 Report

The following is a summary of the results of the effort to maintain residual stand structure post
harvest across the DFA as documented for ZBHA.O.P. blocks. The results are tabulated on a
Forest Section basis.

Area Planers examine cutover photography during the compilation of Annual Cutover Records
and Area Supervisors conduct field tallies in representative blocks of active operating areas to
determine the presence and level of retention of residual structure.

NelsonRiver Forest Section
Examination of Cutover photos revealed an estimated number of clump/patch retention ranging
between 6 and 90+. The mean for the Forest Section as a wRdl8 patches /block

Field surveys produced an estimated range of starickeg (singletons or groups typically too
small in area to be readily apparent to the eye on the cutover photos) of between 21 and 73
standing trees /ha. The areaighted average for the Forest Section as a wh&@8.3standing

trees /ha 14 blocks wee surveyed of 14 eligible blocks = 100%

Highrock Forest Section
Examination of Cutover photos revealed an estimated number of clump/patch retention ranging
between 0 an@6. The mean for the Forest Section as a whal8.i8patches /block
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Field surveys produced an estimated range of standing trees beRbemrd 112 standing trees
/ha. Theareaweighted averagor the Forest Section as a wholé&ié.5 standing trees /ha29
blocks were surveyed @B eligible blocks = 100%

Saskatchewan River Feest Section
Examination of Cutover photos revealaad estimated number of clump/patch retention ranging
between 2 and 33. The mean for the Forest Section as a wAd@adches /block

Field surveys produced an estimated range of standing treesehet@eand 172 standing trees
/ha. The areaveighted average for the Forest Section as a whdl2.25 standindrees /ha.12
blocks were surveyed oREligible blocks = 100%

Mountain Forest Section

There were no eligible blocks harvested in the MawnEorest Section during the 202608
operating year. The only area that was harvested was an expansion of a transmission-line right
of-way.

Interlake Forest Section
There were no eligible blocks harvested in the Interlake Forest Section durin§O20D8
operating year.

200708 Field Surveys

During the 20072008 operating year, 55 blocks were surveyed: 12 in Saskatchewan River, 29 in
Highrock and 14 in the Nelson River Forest Section.
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