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2008
Forest Management
Annual Report

1.0 INTRODUCTION

The 20@ Forest Management Annual Report is submitted in compliance with Seatifon 6
the Forest Management Licen¢FML) Agreement, dated May 4, 1989, between Tolko
Industries Ltd. (hereinafteeferred to as the Company) and the Province of Manitoba.

This Annual Report will summarize the forest management activities undertaken by the
Company on Forest Management Licence Area No. 2 (FML Area), illustrated in Eigure
during the calendar year 280The Annual Allowable Cut is summarized on tperating
period of June 1, 2@Xo May 31,2009

Where applicable, levels of forest managetretivities undertaken in 28G@re related to

those that werprojected in the Company's 208008 and 2008/2@Annual Harvest and
Renewal Plas The 2008/2009lan was submitted to the Manitoba Governmentianch

16, 2008. During the approval process for the 2008/2009 Annual Harvest and Renewal
Plan, Manitoba initiated an additional round of consultations Witist Nations on
proposed Forest Management activities. These additional consultations between Manitoba
and the First Nations were not completed in time for approval of the plan by June 1, 2008.
Consequently Manitoba Conservation (MC) extended the 2008/2nnual Harvest and
Renewal Plan to the end of 2008 to allow the Company to operate while Manitoba
completed their consultations.

Overall summaries under general headings constitute the main body of this annual report.
A series of appendices providestdiled descriptions of forest management activities
undertaka in each forest section in 280

This Annual Report also contains a section outliningthe @omy 6 s acti ons und
2008 to complywith the Environment Act Licerec2302E issued Decemlbig®d, 1997 and
amended October 8, 1998.



Figure 1. FML Area No. 2
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2.0 MANUFACTURING FACILITY PRODUCTION

The Company operates an unbleached kraft pajleand a random length/stud sawmill
at the manufacturing facilgs site in The Pa®Puring 20@, the paper mill produced
162,291metric tomes of unbleached kraft pap&he sawmill net production for the year
was 78,062000 board feet of planed, kitdried, randorrength lumber and studs. Fibre
required to manufacture this preztion is outlined in Table Total consumption by the
Company'snanufacturing facilities in 2@was1,138,074cubic metres (ms3).

Table 1. Company Manufacturing FacilitiesProduction and Consumgion for 2008

Softwood Fibre Volume (m3)

Sawmill Consumption 833,064
Lumber Production 124,631
Residual Chip Production 166,906
Whole Log Chip Production 446,636
Hog Production 94,891
DEAL Processor Consumption 287,779
Whole Log Chip Production 252,859
Hog Production 34,920
Pulp and Paper Mill Consumptidn
Wood Chips 773,118
*Hog Fuel (50,203green tonnesy1.6 to convert to ms 240,325
Total Mill Consumption 1,138,074

*There is no standard formula to convepteen tonnes to cubic metreBhe above
conversion of hog fuel from green tonnes to cubic metres is iamagstonly.

The paper mill operate®45 days wth an average production d70tonnes of paper per
day.

The sawmill operate@26 days with an average planer production3d6410 fom of
lumber per day.166,906 m3 of residual and446,636 m3 whole log chips were
manufactured as a qwoduct used at the paper mill for kraft paper production. The
remaining94,891m3 of sawmill residue was used as hog fuel at the paper mill for energy
production.

The DEAL processor on site produc2sl,859m? whole log cips used at the paper lini
for Kraft paper productionThe remaining34,920m?3 of processor residue was used as
hog fuel at the paper mill for energy production.



3.0

3.1

3.2

FIBRE SUPPLY
Deliveries

The actual volume of softwood fibre delivered to thdlsme for manufacturing in 2@
(Table 2) was881,804ms3. This softwood fibre, for manufacturing, was delivered to the
mill complex in two forms:

I. Roundwood softwood logs betwen 2.6metre and 5.08netrelengths, and
il. Wood chips quality softwood chips with less than 2% bark content.

Of the total881,804m3 of softwood fibre volume deliveredP4,547m3 were delivered
as roundwood antl77,257m? delivered as chips.

Rourdwood, which constituted@0% of the fibre delivered, was supplied from three
general sources:

I. Contract logging operations.
il. Manitoba third party operator purchase suppliers.
iii. Saskatchewan purchase suppliers.

Roundwood from contractor logging operations wiadivered to the mill site, to rail
spurs or to roadside, with separate hauling contractors deliveringatiside fibre to the
millsite. All roundwood purchased from Manitoba third party operators and
Saskatchewan suppliers was based upon deliverg tanilhsite or to the closest rail spur.

The remainin@0% of the fibre waslelivered as chips from two general sources:

[ Onemoabile in-bush, fulttree chipper
ii Two Manitoba sawmilt and one Saskatchewan mill

The mobile chippepperating on the dience area produce®,326m? of in-bush chips
from the Saskatchewan River Forest Sectiamd 2,159 mof in-bush chips from private
land on the licence are@he remaining chips were delivered to the millsite as purchase
sawmill residual chips1(496 m® from Manitoba and52,406m® from the Province of
Saskatchewdrand as purchase field chif#(869m? from Spruce Products Ltd.).

In addition to roundwood and wood chip fibre delivereth®millsite for manufacturing,
additional wood material, not sutie for pulping, such ashavings, bark and trim ends,

is utilized as hog fuelThis hog fuel is burned in a power boiler to supplement the use of
fossil fuel in the generation of steam at the power plant.

Harvesting
Delivery volumesby FMU for 2008 are show in Tabk 2 Delivery volumes include

both Company and third party operaisoFor details for the cutantrol period sedable
4in section 317 Annual Allowable Cut.



Table 2. Delivery Volumes by ForesManagement Unit for 2008

Forest Section FMU Softwood Volumes m3
Company &
Contractor Third Party
Operations* Operations?
FML Area No. 2
*Mountain 12 0 0
Interlake 47 0 0
Saskatchewan River 51 57 0
52 36,262 1,094
53 71,125 0
54 322 0
55 4,819 0
56 19,115 3,904
Sub-Total 131,701 4,998
Highrock 60 0 30,309
65 0 0
67 208,647 0
68 70,551 0
69 0 0
Sub-Total 279,198 30,309
Nelson River 83 42,173 0
84 46,332 0
85 4,551 0
87 6,404 0
99 Inco Strip  83/85/87 1,595 0
Sub-Total 101,055 0

Outside FML Area No. 2

Interlake 46 0 7,991
Saslkatchewan River 57 10,179 9,768
Mountain(MB Hydro ROW) 12 0 613
High Rock(Snow Lake MB Hydro 61 0 1,410
Nelson River 87 0 2,153
MB Private Land 3,401
MB Spruce Products 93,784
MB Purchase&awmill Residual Chipns

Kotyk Lumber 1,496
Province of Saskatchewan 156,002
SK Purchasé&awmill Residual Chips

Carrier Forest Products 47,744
Total Outside FML Area No. 2 10,179 324,363
TOTAL ALL AREAS 522,133 359671

Wood harvested for Company
Tolko mill gate deliveries
* Mountaini Report for FMU 12 Tolko Allocation North of the S%arallel



3.3

3.4
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In addition to the harvest from the FMI|.A51,341m?3 of roundwood was purchased from
Saskatchewan vendogl,935m® of roundwoodwas delivered from Crown Land outside
FML Area No. 2 and.,242m?® of roundwoodwas purchased from Manitoba private land
operatorsand 2,915m?® of roundwoodwas purchased from Spruce Products [Mdese
operators also make use of a comboratof conventional and mechanical harvesting
systems.

The actuabmount of area harvested in 3dannot be determined until the aerial cutover
photographytaken during the summer of 2009 is digitaliz€e actual hatest area from

the 2007/2008 operaty year, estimated to be 5,821 hectares (ha) in last years annual
report was calculated to be 5,973 ha based on aerial photograplegtimate of the total
area harvseted from FML Area No. 2 i2008 is 2,831.4hectares (ha)Detailed cutover
records for2008 will be completed in late 2@0

Stumpage

As per the FML Agreement, the Company is required to pay the applicable Forest Section
rates for softwood stumpage as listedTiable 3for each cubic metre of softwood
delivered to the mill complex in The Pas from FML Area No. 2, as well as for wood
delivered from Manitoba locatiormitside FML Area No. 2.

Timber Sale Administration

Up to March 312008, the Compaw (at its own cost), on behalf of MC, collected Crown
Dues from third party operators for wobdrvested from FML Area No. and forwarded
them on to ManitohaAs part of collecting Crown Dues, MC timber return forms had to
be submitted for all operators.

With the i mplementation of Manitobads new
2008, timber returns were eliminated for timber delivered to EDT (Electronic Data
Transfer) mills by third party operators. Third party operators are now responsible for
reporting and paying for all timber delivered to a destination other than an FML and/or an
EDT Mill. The Company (Tolkojs an EDT mill. The Companyno longer collects

Crown Dues from third party operators for wood harvested from FML Area No. 2 other

than for the timber delivered to the mill which is reported electronically and dues paid as
invoiced by MC.

The stumpage rate per cubic metre for third party operators varies beBoeest
Sections and speci€Bhese rates were not adjusted in this repgnpieriod.

Table 3is the list of rates for the reporting period for the various forest sections.

Deletions From Forest Management License Area

In November 2008 the Company wastified that the Province of Manitoba was
withdrawing Grass River Provincial Park from FML Area No 2. Logging within the
Grass River Provincial Park was to end effective May 31, 2009.



Table 3. Stumpage Rates

Forest Section Rates ($/m3)
Aspen
& Tree Length 16-Foot
Poplar Birch  Softwood Chipperwood Chipperwood
Mountain Stumpage $1.15 $2.95 $2.95 0.78 1.30
Renewal 0.50 0.50 6.69 6.69 6.69
Interlake Stumpage 1.15 2.15 2.15 0.48 N/A
Renewal 0.50 0.50 6.69 6.69 --
Saskatchewan R. Stumpage 1.00 2.40 2.40 1.10 1.11
Renewal 0.50 0.50 6.69 6.69 6.69
Highrock Stumpage 1.00 1.80 1.80 0.82 0.83
Renewal 0.50 0.50 6.69 6.69 6.69
Nelson River Stumpage 1.00 1.80 1.80 0.82 0.83
Renewal 0.50 0.50 6.69 6.69 6.69
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Rates effectivéor the duration of the reporting period.

Annual Allowable Cut

The Annual Allowable Cut (AAC) is the volume of wood that can bedsied annually
from an FMU on a sustainable basis. AAC levels are determined by MC Forestry Branch.

As indicated in the 1992009 Forest Management Plan (FMP), the planning target in
terms of AAC regulation is to plan and harvest within the AAC for d&div on an

annual basis. This target may not always be feasible due to access limitations in some
FMUs, timber salvage requirements and other operating constraints (such as the
practicality of harvesting a relatively small AAC from an FMU each yeHng AACs for

all FMUs, including FMU 12, are based upon Level 1 Utilization of the MC Forest
Inventory which includes only softwood stands.

Since 1999, at the request of MC, the softwood harvest level being reported against the
AAC is the volume actubl cut in that reporting yeaDue to the fact that not all wood

cut in any year is delivered to the mill prior to the preparation of this report, bush
inventories areincluded in the calculation8Bush inventories must be considered as
estimates of the actual ast volume, and as such these figures are subject to revision
once the wood is finally hauled to theill site and scaledSince mill site scaling
procedures are inherently more accurate than bush inventories, the mill scale is used when
available. Harves levels based on bush inventories reported in previous Forest
Management Annual Reports have been revised using mill gate scale volumes and are
reported in Table 4in subsequent reports, the AAC volumes will be reconaeiliéa mill

gate scale volumedt is possible that the final scale volume from some blocks will be
reported more than 1 year following harvest.

An agreementvas reached on September 2808on the amalgamation of the Highrock
FMUs combining the 6 Highrock FMUs (excluding FMU 60) intéa8er units: South

7



Highrock including all of FMUs 61 and 62 and portions of 63, 64 and 65, Midwest
Highrock including portions of FMUs 63, 64, and 66 and the North Highrock which
includes portions of FMUs 64, 65 and 66. For the purpose of this repothemdost
recently submitted Annual Harvest and Renewal Plan, the Company has referred to the
South Highrock as FMU 67, the Midwest Highrock as FMU 68 and the North Highrock
as FMU 69. This change has been made retroactive to the start of the curcentralt

period (June 1, 2005Jhe AACs for the newly formed FMUs are includediable 4

In 2001 the Company requested modification of the utilization standards that would allow
the Company to harvest to a 40 dibpM®&ter t
all owing the Company to harvest to a 40 t
FMUs 67, 68 and 69) and Nelson River Forest Sections. It was agreed that the AAC for
these areas would be reduced by 35% for the period that this modification covered.

In 2003 an agreement was reached between MC and the Company to provide a credit to
the Company for utilizing wood below the Provincial minimum utilization level as a

result of extesive wood chipping operations.hese vol umes are | iste
Del i vered Vol uTabl® 4andorepuesentsa reduction to the harvested
volume.

Table 4displays the status of the softwood AAC for each FMU in FML Area No. 2 with
respect to the current cut control period; June 1, 2005 to May 31, 2010. The &ACs f
Nelson River Forest Section FMUs and FMUs 68 and 69 of the Highrock Forest Section
have been reduced by 35% to reflect the modified utilization standards.

3.61 Wood Supply Modeling

Late in 2003, the Company cooperated with Manitoba Conservati@mtty jundertake
the volume sampling for the Saskatchewan River Forest Section. The sampling was
completed in 2006.

This information was then used by Manitoba Conservation to generate yield curves to be
used in the Wood Supply Modeling for the Saskatcimewaver Forest Section. The
outcome of the model will be a new AAC for the forest section.

The Company met with Manitoba Conservation three times to discuss inputs to the Wood
Supply Modelie.g.yield curves, treatment response tables and land basewres.do



Table 4. FML Area No. 2 Softwood Annual Allowable Cut Statugo 2008/09for Cut Control Period 2005 to 2010

Forest Sction

Forest

Current 5-

AAC (m3)

AAC (m3)

5-Year

200506

2005/06

Unmerch 2006/07 2006/07 Unmerch 2007/08 2007/08 Unmerch 2008/09 2008/09 | Unmerch | To Date Remaining
Manage- Year Level 1 Flexible Period AAC Harvest | 2005/06 AAC Harvest®® | 2006/07 AAC Harvest 2007/08 AAC Harvest | 2008/09 Period Current 5-
ment | Averaging Utiliza- AAC @9 Delivered Delivered @9 Delivered @9 Delivered | Total ® | Year Period
Unit Period tion Volume ® Volume ® Volume ® Volume® AAC
Mountain 12D® | 20052010 10,710 -- 53,550 10,710 3,545 29 10,710 12,483 155 10,710 685 2 10,710 32,592 1,726 47,393 6,157
Sub-Total 10,710 10,710 3,545 29 10,710 12,483 155 10,710 685 2 10,710 32,592 1,726 47,393
Interlake 47® | 20052010 12,041 - 60,205 12,041 12,041 0 0 12,041 0 0 12,041 0 0 0 60,205
Sub-Total 12,041 12,041 0 0 12,041 0 0 12,041 0 0 12,041 0 0 0
Sask River 51 | 20052010 68,448 65,026 325,130 65,026 0 0 65,026 6,688 24 65,026 51,766 319 65,026 9,021 1,072 66,059 259,071
52 | 20052010 17,960 -- 89,800 17,960 0 0 17,960 36,355 2,253 17,%0 21,621 1,346 17,960 5,114 69 59,422 30,378
53 | 20052010 134,600 -- 673,000 134,600 137,049 1,342 134,600 88,530 1,783 134,600 75,334 1,123 134,600 98,913 2,841 392,736 280,264
54 | 20052010 7,060 -- 35,300 7,060 0 0 7,060 0 0 7,060 0 0 7,060 10,243 504 9,739 25,561
55 | 20052010 26,300 -- 131,500 26,300 0 0 26,300 0 0 26,300 29,456 1,646 26,300 27,236 681 54,365 77,135
56 | 20052010 67,250 -- 336,250 67,250 95,425 2,083 67,250 100,319 2,135 67,250 36,863 704 67,250 6,678 245 234,120 102,130
Sub-Total 321,618 65,026 318,196| 232,474 3,425 318,196 231,892 6,195 318,196 215,041 5,137 318,196 157,205 5,413 816,441
Highrock 60 | 20052010 21,110 13,721 105,550 21,110 21,691 565 21,110 15,661 293 21,110 27,972 406 21,110 22,567 474 86,153 19,397
67 | 20052010 313,909 204,041 | 1,569,545 313,909| 157,742 4,535 313,909 192,645 4,439 313,909 244,477 5,43% 313,909 153,963 6,482 727,935 841,610
687 | 20052010 142,641 92,717 463,585 92,717 4,929 0 92,717 0 0 92,717 64,789 338 92,717 69,380 394,205
697 | 20052010 168,132 109,286 546,430 109,286 0 0 109,286 0 0 109,286 0 0 109,286 0 546,430
Sub-Total 645,792 419,765 537,022 184,362 5,100 537,022 208,306 4,732 537,022 337,238 6,180 537,@2 176,530 6,956 883,469
Nelson R. 83 | 20052010 190,050 123,532 617,660 123,532 49,019 123,532 65,390 1,853 123,532 111,573 198 123,532 0 0 223,931 393,729
84 | 20052010 174,600 113,490 567,450 113,490| 131,803 113,490 52,022 394 113,490 35,070 36 113,490 0 0 218,466 348,984
85 | 20052010 121,130 78,735 393,675 78,735 66,649 78,735 6,134 7 78,735 42,700 322 78,735 0 0 115,154 278,521
87 | 20052010 115,380 74,997 374,985 74,997 11,981 74,997 65679 185 74,997 6,859 0 74,997 0 0 84,334 290,651
89 | 20052010 33,050 21,482 107,410 21,482 0 21,482 0 0 21,482 0 0 21,482 0 0 0 107,410
Inco | 20052010 41,100 26,715 133,575 26,715 18,333 26,715 44,396 85 26,715 0 0 26,715 0 0 62,644 70,931
Sub-Total 675,310 438,951 438,951 277,785 0 438,951 233,621 2,524 438,951 196,203 555 438,951 0 0 704,529
Total FMU Area No. 2 1,665,471 923,742 1,316,920 698,165 8,554 | 1,316,920 686,302 13,606 1,316,920 749,166 11,875] 1,316,920 366,327 14,095| 2,451,831

MEMU AACs are either Level 1 or Flexible Utilization. AAC used in FMU is italicized and bolded.
@ some FMU harvest levels includegtuestimates that will be updated in future reports with mill scales.
® Bush estimate harvest volumes revised from previous report to reflect mill gate scale volumes.
@ Interlake area FMU 47 and Mountain area FMU 12 remain as a portion of the FMisilisthe FML Area.
® Unmerchantable volume (Forestry Branch CirculeB)Gs not applied to quotas, timber sales or deducted from ti@ Xalume is recordebly year dévered, not by cut date.

©®volume reported against AAC excludes deliveries of ushrantable volumes to reflect exceeding provincial utilization standard.
(MEMUSs in Highrock Forest Section were amalgamated in 2007. The details on how the original FEBJs&® regrouped can be found in the AAC seatiopage 8.




Figure 2.
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4.0 2008 ANNUAL OPERATING PLAN

2008/20 Annual Operating Plan (AOP) Submission

The 20®/20 Annual Operating Planntended taover the period of June 1, 2®

May 31, 20@ was submitted oMarch 25 20@. Approval was delayed however due to
implementation of a new community consultation process by MC. With the delay in
approval, the coverage period was modified to January 1, 2009 to December 31, 2009.
The 2007/2008 AORvas extended from May 31, 2008 to December 31, 2008 to cover
the delay in approval of the 2008/2009 AOP.

Public Consultation and Development of the AOP

Meetings for the 208)200A OP wer e hel d throughout commun
Area in February 2@

Plan Amendments

Each year blocks may be added to the approved AOP at the work permit level. This is
required for a variety of reasons including response to market, labour or weather

conditions, to replace blocks not approved in the AOP, to accommodate $

request

make third party wood available. In some cases these blocks were included in the
2007/2008 AOP as year 2 or 3 blocHable 5is a summary of all the amendments
requestedn 2008

Table5. Amendments to 208/200 Annual Operating Plan
Harvested in
Amendment Block In 3-Year In 13- Reason for Amendment Amendment
# Plan Year Plan Year
NW-088 WT-2/3 and No Yes WT-2/3 wereleft out of AOP as it was No
Bz-4 No thought hey would be complete prior to
No the end of the winter logging seas®x-
4 was an oversight
NW-089 TM-26, 27, Yes Yes Contractor producing beyond No
28 expectations
NW-090 Optic Winter Yes Yes MC requested location change on road Yes
Rd
NW-091 Hardisty Yes No MC requested location change on road Yes
Point Winter
Rd
NW-092 AB-200, No, No, Yes Extension of the 2008/09 AOP beyond i No
DO- No, No, intended expiry, shift in focus to
210/211/214/  No, No, chipperwood
215, TD Yes, No,
47/49/51, Yes
TM-210

11



Access Development and Decommissioning

Access Development is a key component in the management of the forest resource
throughout FML Area No. 2. Contributing factors such as the management of the AACs
on an FMU basis and the loigrm balancing of detery costs make it necessary to gain

access into various areas to conduct harvesting and forest renewal activities.

To meet the timber requirements of the Company mill facilities, access development,
including clearing of rightf-ways, road constructioand upgrade, and construction of
watercourse crossings, is requirebable 6 outlines the planned and actual access

development activities for 280

Table 6. Access Develoment for FML Area No. 2 for 2008

Access Development in Km

Actual
. Right-
Forest Section Road Name Planned Of-Way Roadway
Highrock Batty Road 25 0 0
Buzz Lake Winter Road 10.4 0 0
Dickstone Road 39.4 0 0
Hardisty Point Winter Road 10.0 0 0
Norris LakeWinter Road 6.1 0 0
Optic Winter Road 20.6 0 0
Payuk Winter Road 7.2 7.2 7.2
Ruddock Road 51 0 0
Syme Lake Road 11.1 0 0
Nelson River Black Duck Creek Winter Rd 12.5 0 0
Radar Lake Road 2.0 0 0
Three Point Lake Road 8.5 0 0
Sakatchewan Freshford Winter Road 8.6 0 0
River
Okaw West Road 9.7 0 0
Little Cormorant lce Road 13.4 0 0
Sugar Peninsula Winter Roa| 10.1 0 0
Mountain Ri pperds Poin 12.5 0 0
Total Road Program 189.7 7.2 7.2
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Forest Road De&elopment Plans Submitted

Forest Section Road Name

Highrock Buzz Lake Winter Road amendmen
Optic Winter Road
Payuk Winter Road

Saskatchewan
River Sugar Road amendment
TM Access amendment
Mountain Ri pperds Point W
Water Crossing Development
. : Installed
Forest Section Road Name Planned Crossing Crossing
Highrock Batty Road Km 13.7 Bridge No
Dickstone Road Km 2.0 Grass R Bridge No
Optic Winter Road Km 16.3 Ice Bridge No
Ruddock Road Km 8.5 Bridge No
Nelson River  Radar Lake Road Km 23.0 Ice Bridge No
. : A . Km 1.8 Temporary
Mountain Ri pperos Poir Bridge No
Saskatchewan Little Cormorant Ice Road Km 8.2 Ice Bridge No

Where applicable, watercourse crossiags reviewedy DFO andthe Canadian Coast
Guard under the Navigable Waters Protection Act.

Table 7. Roads Achievhg Decommissioned Status in 2@0

Decommissioning

FMU Road Decommissioned Approval in Progress
67 Duval Road
67 Imperial Lake Road
83 Mannibridge
83 Milk Lake Road
83 Milk Lake Shortcut
67 Old Witch Road

13



5.0

FOREST MANAGEMENT PLAN

The Comp airrG09 Rorest Mehagement Plan (FMP) diéss timber harvesting,
access development and forest renewal activities planned for the FML Area for the 13
year period of 1997 to 2009. The FMP development included an environmental impact
assessment, public hearing before the Manitoba Clean Envircan@mimission and
licensing under the Manitoba Environment Act.

Key elements of the FMP include:
e Summary of forest resource organization and administration.

e Description of the biophysical environment for the FML Area including
information on the landsd resources.

¢ Information on the land and resource uses that are present on the FML Area.

e Sustainability analysis for the FML Area over a future 100 year forecasting period
for wood supply as well as representative parameters for the ecosystem in terms of
Forest Ecosystem Classification types and wildlife habitat.

e Public communication program including community meetings and the operation
of the FRAC committee.

e Summary of former and existing forest management practices.

¢ Long term strategic level proposalfofest management operations.

e Forest Management objectives for the 1997 to 2009 planning period.
¢ Outline of monitoring activities to measure performance.

e Outline on proposed research that will contribute to sustainable forest
management.

e Training and deMepment of staff

As a component of the FMP the Company produced the Forest Management Plagining an
Operating Practices (FMPOPIhis document provides a detailed documentation of the
planning and operating practices employed by the Company for its foessigement
activities on the FML Area, including planning, public participation processes, road
development, harvesting, forest renewal, maiitp and reportingThe FMPOR have
undergonea review to incorporate revisions to existing processes and tomgod
requirements for EMS and CSA.

In an effort to provide the FMPOP document in a format that is easily understood for
contractors and their employees, the Company develope@pbetors Guide (OG) in
1999and revised in 2005The Operators Guide toaokformation from the FMPOP in a
manner to assist operators to easily understand environmentally sound forest management
practices when carrying out déyday activities.The Operators Guideas undergona

review to better reflect the introduction of EM#d CSA and to reflect changes to
existing processes.

An executive summary of the FMP was placed on the Tolko Manitoba web site along
with a map showing proposed eligible stands for harvest.
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6.0

6.1

Amendments to the FMP

One application was made to Manitobaatnend the FMP. In March 2008 a proposal
under the Environment Act was made for the development and use of the Dickstone
South road to provide economical access to the Loonhead and Wheaton River operating
areas.

FOREST RENEWAL

Under the terms of the 1989 FML Agreement, the Company is responsible for
reforestation of all harvest areas within FML Area No. 2 where the harvest volume is
subsequently delivered to the millsite.

Where harvested timber is retained tyrd party operators or is sold elsewhere, the
responsibility for reforestation remains with the Province of Manitoba.

The Company maintains a Forest Renewal and Stand Management Program cost ledger in
compliance with the terms of the FML Agreement.

Following a review of corporate accounting policy the Company recently began to accrue
for freeto-grow liability on all blocks harvested since 1989. This will ensure that funds
are available not only for basic silviculture such as site preparation artohg)dt that
potential costs such as vegetation management, replanting and future survey work can be
conducted on all sites which the Company retains liability on. Going forward, the

C o mp a n y-td-growfobligation is accruing on a blodly-block basisto reflect all
expected future treatments.

Site Preparation

Site preparation is a treatment to mechanically enhance the biological and operational
effectiveness of tree planting by creating improved conditiimn rooting and growing
seedlings, decreasing undesirable competition, regulating spacingpraving access

for planters.Site specific prescriptions include separating and aligning logging slash,
decreasing the depth of organic material over mirsaigl temporarily reducing woody or
herbaceous competition for light, moisture and nutrjesutsl enhancing infill of natural
regeneration to augment the planted seedlings

In 2008, a total of1,062ha in3 FMUs within FML Area No. 2 were site prepared fo
planting. The equipment used was either barrels and anchor chains, or anchor chains
alone, depending on site conditions.

Details of site preparation activity is listed in Appendix I
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6.2

6.3

6.4

Scarification

Scarfication is the treatment used to enhance natural regeneration by creating the
conditions necessary for seed germination and growth and to improve spacing by
distributing exsting seed more evenly 2008, scarification was applied &74ha inone

FMU as a reforestation treatment for natural jack pine regeneration. Scarification
treatment consisted of pullinghark finned barrels angpiked anchor chains across the
cutovers to expose mineral soil anditser the cones and seedteS that had previously
supported the jack pine working growere scarifiedProject area details can be found in
Appendix Il

Tree Planting

In 2008 6,452,487seedlings were planted &)163.9ha within FML Area No. 2. These
seedling were purchased from Pineland Forest Nursery at Hadashville, Manitoba and
PRT Nursery in Prince Albert, Saskatchewan.

The trees planted in 28Qvere grown m containers and shipped as either boxed, frozen,
over winter stock or boxed current stock. Inlboases the seedlings are extracted from
the container prior to shipping. The species planted were black spruoe,sphite and
jack pine (Figure B Details of the planting blocks and project locations can be found in
Appendix Il.

White Spruce

Jack Pine 4%
6%

Black Spruce
90%

Figure 3. SpecieBreakdown for the 2008 Planting Program

Aerial Seeding

Fourregeneratettarvest blocks in the Barril Lakereawere burned by wildire in 2007.
An assessment that fall indicated complete mortality of the regeneration and no seed
source due to the young age of the regeneration (the blocks were harvested in 2000). At
the time of the assessment good mineral segd bed was present the blocks which
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6.5

6.6

6.7

had previously supported the jack pine working group. An aerial seeding project was
conducted in March 2008. 320 ha were aerial seeded with jack pine at a rate of 45,000
seeds/ha. An additional 10 ha had been predominately spruegaarstheduled for fill
planting that year.

Silviculture Surveys

There were no formal regeneration survey or free to grow surveys conducted in 2008.
The silviculture forester conducted several aeriahveys to assess the possibility of
determining block status from a low level aerial evaluation conducted during the leaf off
stage. Fiftyeight blocks were surveyed aerially, either by fixed wing aircraft or
helicopter. Four of the blocks had been prasly ground surveyed and were used for
calibration. Of the remaining blocks, fifteen were classified as-térgeow, 17 as
meeting the softwood regeneration standard, 15 required herbicide treatment. Six could
not be classified from the air due to memplex structure and will be ground surveyed
and 7 will be aerially surveyed by helicopter in 2010, because initial trials with a fixed
wing aircraft revealed limitations in assessing natural regeneration on some pine sites.

The Company gave a preserdatto Manitoba Conservation in the summer of 2008 on
the initial survey trial with the result that the Manitoba Silvicultural Technical Committee
has been asked to consider application of aerial surveys to the existing renewal standards.

Summary of Forest Renewal

The Company's 2@ forest renewal program consisted of the planting6@b2,487
seedlings oveb,163.9ha; scarification 0674 ha for natural regeneration; site preparation
of 1,062hafor future plantingand aerial seeding 320.ha

WTS Tracking of Forest Renewal

Woodlands made the transition to using Woodlands The System (WTS) for planning and
recording forest managementisities in 2005. This program makes GIS capability more
accessible to planning staff and allows scheduling of forest management activities in
future years. This featuie beingu sed t o track the comp-anyos
To-Grow requirements anensure that adequate funds are accrued to allow all necessary
treatments and surveys.
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PLANNING AND REPORTING

Forest management activities to be undertaken on the Company's FML Area are first
described s proposals to MC through a series of plans, as well as through tsgesitiec

MC work permit processOnce such activities are cotefed, reports such as this 300
Forest Management Annual Report are prepared to summarize the actual activities that
hawe occurred. Following is a summary of the plans and reports that vepared for this
purpose in 208

i 2008 Fire Protection and Suppression Plan
Submited to MC April 2008 in compliance with Section 23 (B) of the FML
Agreement.

ii 2007 Forest Management Annual Report
Submitted to MCNovember 24, 20Q8n compliance with Sectio6 (A) of the
FML Agreement.

iii 2008/2009 Annual Harvest and Renewal Plan
Submitted to MCMarch 16, 2008in compliance with Section 17 (A) (i) of the
FML Agreemat. Medings with members of the IRMT to review mitigation on a
block-by-block basiswere held throughout the 20@80 operating yearPublic
meetings were held iRebruary 208 througlout the FML Area.

Y Quarterly F-40 Timber Sales Reports and Dues
OneQuarerly F40 Timber Sales Report and Dueastiled with MC for period
endingMarch 30, 2008in compliance with Section 27 (B) of the FML Agreement.
On April 1, 2008,Mani t obads dmimstraffon Bystenn tdoaffect
eliminating the requirement for querly 40 Timber Sales Reports.

2 Environment Act Proposal

An Environment Act proposal for construction of the Dickstone South road was
submitted in March 2008
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8.0

8.1

FOREST PROTECTION
Fire Protection

Fire Protection Highlights for 2@0

The provincewide number of fires totaled®3. O n
the cause broken down by regions where Tolko was operating is shown in the following

Tol

kods

FML

table
NE NW IL

FIRE CATEGORY TOTAL REGION | REGION | REGION
Lightening Caused 143 87 41 1
Human Caused 254 97 40 37
Actioned 330 128 81 34
Limited Action 22 14 0 2
No Action 45 42 0 2
TOTAL FIRES 397 184 81 38
Total Area Burned 148,490 | 75,314 | 65,165 1,705
Actioned Area Burned 74,717 3,909 |65,165 1,328
Limited Action Area Burned 39,331 | 37,039 0 301
No Action Area Burned 34,442 | 34,366 0 76

numb

There is no dedicated Tolko Initial Attack Fire Suppression Crew; however Area
Supervisors and ForestBtaff have all received either initial Atda Crew or Crew Boss
training.

All contractors hired by Tolko that are active during the wildfire season are required to
comply with Tolkods Industri al Forest Operz¢
suppression requirements and participate in Forest Operation Modification Guidelines.
These programs promote the availability of fire suppression hand tools, such as axes,
shovels, mattocks back pack pumps amduding fire extinguishersSpecifications dr
selfcontained portable water resources supporting a consistent pressure pump and fire
hose configuration that could be utilized to suppress wildfires regardtieseduced

sources of waterCommunications both radio and phone must be available todgrovi
dependable fire reporting capabilities.

Contractor restrictions using the criteria of site hazard conditions and equipment risk
levels under the F.O.M.G. system saw a rescheduling of shifts to between theohour
12:00 pm and 7 :00 pm (Cod@) of 12 days ad a suspension of activity (Codd ) for
15days for one or more operations across the FML.

No fires resulted from contcéor or Tolko operations in 2008

Tol kods Sustained Forest Management certifi
the number of fires and/or accidental spills resulting from forestry activities of its
contractors and has a provision for Emergency Preparedness Testing as one of its
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8.2

components. A surprise test was conductedoor contractor operation in 280to
ascertain he preparedness level for fire suppression of the contractor operations.
Contractor response to the test scenario was found to be satisfdat@contractors and
seven Tolko employees were involved in actual fire suppression activities in 2008, related
to fires started by external causes that threatened Company values.

Forest Insect And Disease Protection

MC is responsible for forest insect and disease protection on the FML Area and car

out a monitoring and data collection program for forest insects and disease. The Company
cooperates by reporting all outbreaks detected in the course of field activities and
planning of harvest and forest renewal activities to minimize the effedtsseft and
disease outbreaks. Forest health reports from the PHFI surveys are forwarded to MC
throughout the field season, generally twice a month.

No significant insect and disease concerns were noted during aerial surveys of
regenerating cutovers.

The Company cooperated with MC in 20@ identify priority treatment areas for spruce
budworm control. MC conducted an aerial application of the biosynthetic pesticide
tebufenozide (Mimic®) ovetl1,970 ha in the vicinity of Saskatchewan River and
Highrock Faest Sections during thersmmer of 2008

In order to prevent the spread of lodgepole pine dwarf mistletoe into regenerating stands,
the following activities took place in 2008.

e One block received a manual removal of infected trees within the block bgundar
followed by planting of resistant species (black spruce).

e Two additional blocks which had mistletoe were anchor chained for natural
regeneration, with instructions to the operator to eliminate as much residual pine as
possible in the proces$:ollowing this treatment the bloskvereinspected and found
to have the pine well controlled, and was also planted to a resistant species (black
spruce).
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9.0

9.1

9.2

9.3

FOREST INVENTORY

The forest inventory projects that are usualhglertaken by the Company are necessary to
provide more detailed information than is provided by the Manitoba Forest Inventory.
This information is useful for block planning and wood flow (product) projections. The
more detailed projects include gnarest forest investigations, the enhanced forest
inventory development, flexible utilization and roadside delimbing.

Pre-Harvest Forest Investigations

In 2008 PreHarvest Forest Investigation®HFI) continued sampling at 1 plot per 5
hectares in blocks to be harvested under economic utilization. The recording of soil
erosion risk rating and ecosite also continued. The Manitoba Endangered Species SARA
and COSEWIC lists were reviewed but no aesfor the coding were required.

The practice of measuring all trees greater than 9.0 centimeters in diameter at breast height
(D.b.h.) for actual D.b.h and heights and recorded individually continued & 200

In 2008, the preharvest forest investigans surveyed,153ha, and a total 049 blocks
across the FML Area.

Forest Inventory Development (Formerly Enhanced Forest Inventory)

In 2008 there was nactvity on Permanent Sample Plots (PSPs) due to the scaling back of
any nonessential programs until sufficient improvement in the economic climate.

Flexible Utilization

Flexible utilization is a term udeto define the minimum diameter that must be taken at
the top of a tree. The current provincial government regulation for tree topping is 3 inches
(7.62 cm). Logs harvested to argh diameter will not produce lumber and the resulting
fibre is uneconoma. MC has allowed Tolko to move to airth top diameter in the
Nelson River and Highrock Forest Sections. The larger top diameter will allow for
economical operations that produce lumber and residual chips for the kraft paper mill at a
competitive markeprice. Saskatchewan and Ontario plus many other provinces allow
forestry operations to top at 4 inches. The current Annual Allowable Cut (AAC)
calculation is based on utilizing a tree to-aéh top. On an interim basis, the AAC for

the Nelson River Foet Section and selected Forest Management Units in the Highrock
Forest Section were reduced by 35%.

The stand selection criteria process will help better define what stands can be harvested to
a 4 inch top diameter without creating an issue with the atmoiumaterial left behind

after logging. During 2003, the selection criteria for stands that can be harvested to a 4
inch top diameter was set to: stands having an average DBH of 15 centimeters or more,
average height of 14 meters or more, and less 0%nd@ the softwood stems per hectare
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9.4

Forest Section

in the 11 to 14 cm diameter classes. The stand selection criteria agreement is signed
annually. The PHFI data processing was modified to calculate the percentage of 11 to 14
centimeter softwood trees so that the PHRAdarms the decisiermaking basis for each

block.

Roadside Delimbing

A Memorandum of Agreement (MOA), between the Company and MC, for Roadside
Delimbing and Brush Dispa$ was signed in the spring of 2009 he agreement is for

five (5) years. Some of the key points of the MOA include exclusion of shallow sites,
conducting coarse woody debris surveys, debris disposal, annual reporting and a final
report.

In accordance with the MOA and the CSA indicatdr.B.1.5, the Company developed a
coarse woody debris survey methodology in 20652008, 15 blocks were surveyed.
Below is the summargf the blocks surveyed in 280

Saskatchewan River Forest Section Nelson RiverForest Section
Block ID Total Area Volume/ha () Block ID Total Area Volume/ha (nt)

DO-200 322 13 BQ-13 109 59

RT-6 22 43 NL-19 18 56

GY-2 81 53 SE3 69 60

Weighted Average 22 KL-60 88 61

AX-3 49 31

Weighted Average 55

Highrock Forest Section
Block ID Total Area Volume/ha (n7)

NA-16 78 38

ST-2 67 60
WM-2 44 58
KO-3 59 42
SX-14 18 106
WM-13 204 57
WK-4 63 35

Weighted Average 35

For blocks where roadside delimbing occurred, debris disposal consisted of either burning
slash ples or redistributing slash onto the cut blocks.

Number of blocks debris Number of blocks slash

piled and burned. redistributed in cut block.
Saskatchewan River 4 10
Highrock 28
Nelson River 15
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10.0 INTEGRATED RESOURCE MANAGEMENT

The Company i mplemented a new computer pro
in 2005. The program provides a better means of tracking other values. The program
automatically overlays blocks with eking coveragefor other values such as traplines,

Areas of Special Interest, parks and Permanent Sample Plots. There is oppetthimty

the system to record any other values that have been identified during tharyest

forest investigation or duringublic consultation. As the system evolves, the tracking and
monitoring of mitigation for other values will be recorded.

Caribou Habitat Strategy

The Woodland Caribou (Boreal population) is listed as a threatened species under
Schedule 1 of the feder&@pecies At Risk Act (SARA).

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

The portion of the Naosap Road beyond the Sewap Creek Bridge that was interim
decommissioned in 2007 remained closed through 2008. In addition to the gate at the
origin of the road at km 32 of the Sherridon Road, a ditch and berm «loss
constructed in 2008 between the road origin and the gate as a supplemental access
deterrent.

Discussions with Manitoba Conservation were initiated during 2008 on timber harvest
activities in the Peterson and Rodwalsh Operating Areas that formfpghe Kississing
Naosap caribou range.

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

Tolko in-kind contributions toward the ongoing collection of DNA data through fecal
sampling of the Kississing/Naosap herds continued in 2008 also helping to further identify
the relationships between the several groups/family of caribou that tinthabrange.
Genetics are a neinvasive tool that can be used to monitor the stability of the population
and identify differing/related ecological units while helping to draw more accurate range
lines on a map.

Going forward the management strategy Wwél based on the broader landscape planning
level rather than micro managing at an operating level. The ultimate goal will be to see
boreal woodland caribou as sslistaining populations in existing ranges while ensuring
an ongoing supply of habitat withthose ranges.

A compatible combination of caribou and caribou habitat preservation and a sustainable
ti mber harvesting strategy wil/l be integr e
implementation where scheduled harvesting overlaps with caribgasan
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11.0 PUBLIC COMMUNICATION

During 208, the Company continued to take a-aadive role in communicating planned

harvest and forest renewal activities to the general public.February, priorto the

2008/200 Annual Plan being submitted to the Manitoba Government, the Company
undertook a series of public meetingsll communitiesThese meetings included most
communities across the FML Area in proximity to proposed forest management activities

The purpse of these meetings was to provide an opportunity for those people who have
an interest in the Companyds operations to
of the operating districts. These meetings were also designed to provide the ghldic w
opportunity to discuss their interests and concerns with Compprasentatives, prior to

the 2008200 Annual Plan being submitted to the MC for approval.

Notices 887) of thesemeetings were sent to community groups, First Nations and special
interests groups, as well as being advertised in various local newspapers, radio
announcements, community bulletin boards and local TV channel in Snow Odie
meetings followed an opdmuse format with participants encouraged to review the
preliminary irformation on upcoming plans as displayed on maps and photographs.

The Company created a standaragass for all public meetingg&a\ccompanying the
traditional notice of public meetings the public meeting agendéhe standard agenda
includes access t@ompany plans, review of the operating plan or amendment, road
development and closure, traditionahokvledge concerns, local plant &md wildlife
knowledge and local community issues (e.g. other forest uses). Opportunity to raise
concerns privately iscaommodated through a public consultation questioaraiailable

at every meetingMinutes are documented for each public meeting including the question
and answer period that follows the presentation of the AT#kRse minutes form part of

the AOP subntied to Manitoba Conservation. Where issues are raised that require more
than a clarification answer and would result in further meetings, discussions, field trips
and potential modification of plans or operating directions, such issues are then noted in
the monthly issues and concerns table for ongoing fellppa summary of the issues and
concerns that have been documented throughout 2008 are listed in the summary of 2008
Public Issues and Concerns Table January 1 to December 31, 2008.

In 1996, the Comgny established a Forest Resource Advisory Committee (FRAC) to
provide an additional opportunity for ongoing public involvement in forest management
activities within the FML Area.The FRAC has since evolved into a broader role that
includes providing inputo the Company as a component of the SFM system for the DFA.
This has occurred through the merger of the SFM Committee and the FRAC committees
once tle SFM Plan had been developé®RAC membership is comprised of a broad
spectrum of interest groups, lstdiolders and individus from across FML Area that has

an interest in forest management activities. The objectives of the FRAC are to provide an
opportunity for the Company to learn the diverse interests, values, and concerns of
Committee members and toopide an opportunity for members to comment on forest
management activities in FML Area No. 2. The KR#/et onfive occasions in 208
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Tolko staff also met with the Resource Management Boards of Opaskwayak Cree Nation,
Nelson House and Norway House, Bg& and Rapi ds Trapperso Ass
presentation to Swampy Cree Tribal Council during 2008.

In addtion, two communitybasedFRACs were in operation in 280 Snow Lakeand
Sherridon.Snow Lake FRAC held one meeting in 300The community baseFRAGCs

were initiated to address local concerns with pending Baplans near the communities.

A representative from each of the communitRAC sits on the FML Area FRAC.
Meeting minutes from all FRAC meetings are distributed to committee members plus a
copy is placed on winwitelko@anitopacony 6 s web site:

A third communitybased committee was established in 2005. Citizens of Waliteast
meet in 2008.

Tolko staff also undertook a variety of mmunication activities with special interest

groups, other resource users, community groups, local governments, schools and other
stakeholders to communicate forest management activities and practices as well as general
information onour business activiss that wer®f interest to the public. These activities

not only provided an opportunity to provid
afforded opportunities for stakeholders to ask questions and express their interest and
concerns to Tolko repsentatives.

Support of school and poissecondary programs included

e University College of the North Natural Resource students.

Staff attended:
e Tolko Divisional Forester meeting
e Pineland Nursery Advisory Board Meetings
e Manitoba Forestry Association Bakof Directors meetings
e Forest Practices Committee meetings
e Woodland Caribowommitteemeeting
e Provincial Silvicultural Technical Meeting
e Annual Manitoba Trappers Association meeting
e Forest Industry Association of Manitobseetings

e Landscape Design Worksp

Company supported
e Membership in FERIC
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12.0 WOODLANDS ORGANIZATION STRUCTURE

To meet its operational requirements and forest management responsibilities the Company
has a staff organizationstructure in place with the technical and administrative expertise

to fulfill its responsibilities. The staff organizabnal structure in place for 280is

illustrated in Figure 7.

Maj

or areas covered include:

Area Operations

Area Superintendent, Areaufervisor and Area Planner staff in place to plan and
implement harvesting, wood procurement and logging development activities in the

FML Area.

Forestry

Forest ManagementForest Management staff in place to conduct
forestinventory and to plan andimg ment t he

Companyos

forest

Woodlands Information Systems Staff and WIS facilities in place to provide
computer services, particularly WIS requirements, for production, planning, forest
management, biological and scaling requirementss Tncludes planning, record

keeping and forecast modeling.

Scaling- The scaling staff provide for scaling measurement and record keeping for
monitoring and reporting of timber harvest and inventory volumes.

Staff development is an important componienthe process of continual improvement in

the manner in which the Company conducts its forest management planning and
operations activities. During 2@0 staff personnel attended conferences and training
programs with this goal in mind.

Conference/Meeing

Species at Risk Act

Root Cause Analysis

Woodland Caribou Nutrition Webcast
Saskatchewan Scaling Course
WHMIS

EMS/CSA

Forest Health

Woodland Caribou Management
Managing Water in
Field Tour of BC Forestry Operations

26

Canadabo

Forest s



Figure 4. Woodlands Organizational Structure
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13.0

MANITOBA ENVIRONMENT ACT LICENCE

Manitoba Environment Act Licence 2302E for the 12810 Forest Management Plan
was issued on December 20, 1991 amas amended in October 1998any of the
clauses outlied in the Environment Act Licercare addressedn an ongoing basis
during the year and are indirectly referenced throughout thistreéppecific highlights
for 20@B are as follows.

General Terms and Conditions

e The FML Area FRAC committee méte times in 208 1 for detailed notes on these
meetingplease see the Tolko web site located at www.tolkomanitoba.com

e Snow Lake FRAQ one meeting was held

e Tolko Manitoba forest management web sitdatpd throughout 2@0

e Mailed 387 personéinvitations to attend the 28200 Annual Harvest and Renewal
Plancommunity meetings.

e The 20@/200 Annual Harvest and Renewal Plpoblic meetings were held inl1
communities eross the FML Area The FML communities included Wanless, Snow
Lake Flin Flon, Cranberry Portage, The Pas, Sherridon, Grand Ragatservile,
Moose Lake, ThompsoandWabowden

e 2008/200 Annual Harvest and Renewal Plan provided to First Nation bands located
on the FML Area.

e The 20@/2000 Annual Harvest and Renewal Plan placed on the Tolko Manitoba web
site.

Pre-Harvest Forest InvestigationMonitoring and Research

e Continuedo undertakd®HFI.
e PHFI field data useth the development of the 28200 Annual Operating Plan.

Operating Procedures

e Addressed notimber resource issues through mitigation strategies develogkd an
incorporated in the2008/2000 Annual Harvest and Renewal Plan.

e Continuedmplementatiorof soil disturbance guideline.

e Continued to capture soil erosion risk rating within the PHFI.

e PHFI field crews trained on vulnerable, threatened, endangered and rare species that

could befound on the FMLArea as noted bysSARA, COSEWIC, MBESAand
MBCDC.

Stream Crossings

e 2008/20M Annual Harvest and Renewal plan provided to Department of Fisheries
and Oceans.
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Non Timber Resources

Continued to participate with Manitoba Conservation wittlgoimg research work for

the Kississing/Naosap woodland caribou herd.

Continuation ofa public meeting agenda to ensure implication of forest planning
takes into account other users of the forest, local plant and animal species of interest
to the communy, heritage values and opportunity for sharing aboriginal forest
values.

Continuation ofpublic concerns table to document concerns raised via phone calls,
email and letters.

Roads

Displayed maps at community meetingselfruary 2008 held on the 2082009

Annual Harvest and Renewal Plan.

Provided First Nation communities located on the Tolko FMé&aAwith a copy of the
2008/200 Annual Harvest and Renewal Plan.

Letter sent out to all comunities to advise the 28200 Annual Harvest and
Renewal Plan ikcated at the Tolko Manitoba web site.

The Companyds road moni t esrandrapdbedrcontnueal m f
in 2008.
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140 ENVIRONMENTAL MANAGEMENT SYSTEM (EMS)

EMSisamdtod of organizing and managing the Co
and to provide a structured process for continuously impgothis performance over

tme. The foundation of an EMS is the Compan)
statement of interdns and commitments with respeot environmental performance.

Working within this framework the Company identified significant environmental risks,

which are part of operations, or products that could have an tampampact on the
environment. The Compny developed procedures and tracking systems to ensure
continual improvement in the areas that hagerbidentified as significanthe Company

regularly reviews and adapts EMS as necessatry.

EMS Programs

The Company identified corporate environmentalectives around water, soil and

planning and each Division developed programs around these wbgedti 2008,
programs were set up to report on the pro
Licence as all of the clauses relate to the corporatetolgec

Environmental Incidents in 20@

A reportable fuel spill occurred in a contractor operation in 2008. Cleanup, as required
by Tolko and MC, was conducted satisfactqripnd corrective action plans were
developed

A trespass of the approved harviestindary occurred in Block G2 Approximately 15

trees outside the boundary were felled. A root cause analysis determined that there was a
system weakness in using some natural features as block boundaries since they would
become no obstacle during tfrezen season. Changes were madtéoblock layout
procedure to correct this.

EMS Audit

The Company was audited @ctober 208 by an internalgroupto determine if the EMS
continued tomeet the requirements of the 1ISO 1400396 standardThe Companyvas
successful and the audit found no rommformances.
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15.0

SUSTAINABLE FOREST MANAGEMENT

In 2003 the Company initiated a public process to develop local values, objectives,
indicators and taeg around the 6 national criteria developed by the Canadian Council of
Forest Ministers. The Company followed the Z&®2 standard set by the Canadian
Standards Association (CSA) for Sustainable Forest Management (SFM).

With the help of a local dens advisory comitteg the Company developed a
Sustainable érest Management plan (SFM) which was completed in May 2004 and
released to the public in August 2004. The SFM plan outlines the defined forest area,
ownership rights and responsibilities, palparticipation process, performance indicators
and how EMS will be used to manage the CSA process.

The plan contains 48 performance indicators that will be monitored and measured to

determine progress towards susédile forest managemeithe following are some key

targets of the indicators that will measure sustainable forest management and also help

the Company comply with its Environmental Licence

e Monitor and report on patch size and distribution resulting from natural and timber
harvest disturbarms for the Defined Forest Area (DFA).

e |mplement forest management strategy for the Kissidssgsap lakes woodland
caribou range.

e 100% of Tolko Woodlansl staff to undertake review of COSEWIGARA and
MESA lists annually.

e |eave at least 5 standing treesr nectare retained across harvested gpoeas to
harvest.

e 95% of all blocks in the AOP will be subject to a PHFI survey.

e Limit extent of inblock rcads and landings to less thath &f total harvested area
each year.

e Total amount of Company category Ildah allweather roadbed not to exceed half of
one percent of the total productive forest landbase.

e |mplement a research project to assess and document levels of coarse woody debris
retention for various cover types and logging systems on the DFA.

e Constructand maintain stream crossings and roadways in a condition that prevents
siltation and blockage that results in serious impacts to water quality of rivers, streams
and headwaters.

e Report annually on evolution of watershed research specific to forestry.

e Ove the next 5 years decommission 150 km of older logging roads no longer
required.

e Forest planning will take into account aboriginal and other community irdenedt
concerns for development of FMPSOPsand Road Management Plans.

e 100% of new alweatherroads will be reviewed for the potential for the presence of
heritage resources
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e 100% of all Woodlang staff will receive aboriginal, treaty rights and cultural
awareness training.

e FRAC members will receive forest management presentations and information
updates from the Company at least 2 times per year and the opportunity to participate
in at least 1 field tour per year.

e Sufficient information sharing mechanisms so the broad public will have access to the
recent SFM Plan, FMP, and AOPs and the Annual SEERDR.
CSA SFM Advisory Committee

This committee was initiated in 2003 to help the Company develojot¢hEindicators
and targetsOnce the CSA SFMPlan was completed in 2004 tlkxsSA SFM Advisory
committee was terminated and the members were askedtiowe theiparticipation by
joining the olgoing FRAC committeeln 2008 there werdive FRAC meetings.

CSA SFM Audit

In October 208 a third party frmaudée d t he Comp any 0lee CGngoany SF M
was successful in meeting the requirements ofGA®/CSA Z809:2002 standard and
therewas oneminor non-conformance noted during the auwdhich has been corrected

CSA SFM Annual Report

A review of each of the performance indicators waspleted up to the end of the 200
calendar year and thestdts were published in the 280CSA SFM Annual Report.
Below are the higlights and issues from the Z08FM Annual Report.

e Implementation of Opportunities for Improvements (OFIs) from certification
audit

e Continuation of CSA certification after surveillancelau

e Continuing development, refinement and documentation of public consultation
process

e Preharves surveys were completed on 20®f the blocks prior to harvest (target
95%).

e Bulldozing remains less than 5% of productive land

e Roads remain well belownget of 0.05% of productive land

e Roaddecommissioning has achieveder 187% of 5 year target.
o Fifteenblocks were surveyed for CWD

e The FMPOP Operators Guide was updated to include a section on species at risk
including pictures of the listed species.
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Issues for 20@:

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

e The indicator and target for the annual contractoeeting were not meet as
written.

e Two implementation activities under two indicators were not completed

e There was one neconformance from the third party audit. It was cleared in 60
days.

e Although the public satisfaction survey was completed there wasragsponse.

e The indicator on seed zone compliance was not met.

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

Tolko Manitoba Web Site

The Tolko Manitoba web site locatedvatvw.tolkomanitoba.conwas launched in early

2004. Material currently found on the web site includes the current Annual Operating
Plan plus maps, FRAC meeting minutes, CSA SFM Plan, CSA SFM Annual Report,
meeting minutes from the public meetings heddreview the proposed annual plan, a
summary of the 1997 to 2009 Forest Management Plan and announcements of upcoming
public meetings.
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APPENDIX |
Glossaryof Terms

AAC: Annual Allowable Cut

The Annual Allowable Cut (AAC) is the volume of wood that can be harvested from an
area each y& on a sustained yield basighis AAC volume is essentially equal to the
volume of wood that grows from the fordstse in one year. It is somewhat analogous to
taking the interest from a bank account while leaving the principal intact. In Manitoba
AAC volumes are determined by the MC Forestry Branch.

AOP: Annual Operating Plan

Plan submitted for review and apprbt@Manitoba Conservation. The plan identifies the
scheduled harvest for the current year with projections for the following two years. The
plan also outlines major access proposed for the next three years. This allows interested
parties to raise concerudsiring the public consultation portion of the plans development.
The companyis then obligated under our CB8FM certification commitments to
attempt to mitigate those concerns or respond as to why mitigation is not possible.

CCFM: Canadian Council of Forest Ministers

The creation of the Canadian Council of Forest Ministers (CCFM) in 1985 has provided
an important forum for the federal, provincial, and territorial governments responsible for
forests to work cooperatively to address major areas of conmmbemrest. The Council
provides leadership on national and international issues and sets direction for the
stewardship and sustainable management of Canada's forests.

Clear Cut Silvicultural System

Involves the harvest of all merchantable trees (matudecammercially valuable) from
the area being harvested. This is the most commonly utilized harvest and renewal practice
for the even aged forest stands of the boreal forest.

Contract Operation

Contract operations on FML Area No. 2 are those which arsethand assigned by the
Company. Contractors are responsibleddr | aspect s odctvitiehsuichr e mp |
as training, safety, production quotas, and quadity. while completing the contracted

volumes. Contracts can be of several types, the mostmon is a contract mill
agreement where the contractor is responsible for all phases including delivery to a
stockpile, rail spur or mill. Final payment is based on the ptods scaled at the mill

site. Timber volumes are harvested under authoritydfe Companyd6s FML Agr

CRITERIA (in context of CSA-SFM)

The most current broadly acceptiedest valuegyenerated to date and embodied within
the 6 criteriaofthe CCFMSFM cr i teri a. See also AEI emen
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CSA: Canadian Standards Association

The Canadian Standards Association is a-feotprofit membershigased association
serving business, industry, government and consumers in Caratiahe global
marketplaceAs a solutionsoriented organization, they work in Canada and around the
world to develop standards that address real world needs, like helping to preserve the
environment or enhancing public safety and health, or facilitating trade.

CSA SFM Certification

A multi-level Sustainable Forest Management (SFM) performance standard. One level
prescribes the use of a Canadi@wuncil of Forest Ministers SFI@SA SFM criteria and
elements. A second level provides opportunity for public input to assist in setting specific
values, goals, objectives, indicators and targets at the local foresfdeezch of the
CSA-SFM elements.

Cut and Skid

Cut and skid is the term applied to the method of harvesting whereby trees are cut,
delimbed and toppelly a worker using a power sailhe trees are then pulled (skidded)

to the roadside using lme (winch spooled with wire rope pulling chokers fastened to
individual trees) or grapple type skidder.

Cut Block

Cut block is the term that is used to describe a forest area with defined boundaries in
which specific forest stands or parts thereof Hzeen designated to be harvested.

Cutover

This term is used to describe an area that has been harvested using various harvest
systems including selective cutting, residual growth (understory) protection cutting or
clear cutting.

Coarse Woody Debris

A term used to describe the trees and portions of trees left behind on the cutovers after
harvesting. It consists of non operable or non merchantable and dead trees that were
downed as a result of harvesting equipment. It also includes the limbs and tapsyhat
have been removed as part of the harvesting process. This material is different from
residual or standing structure in that it is dead, dying or will die because it has no rooting
system. If the harvest operation consisted of chipping or limbing/miocggsiashing at
roadside that accumulation of the coarse woody debris is referred to as limbing or
chipping debris. Usually the roadside debris is piled for burning or redistributed back into
the cutover depending on the permit conditions prescribed byjtdlba Conservation.

Database

A logical collection of interrelated information managed and stored as a usitally on
a computer systenAs an example see the Woodlands Information System (WIS). This
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DBH

DFA

database includes data about the spatial locatiwh shapes of geographic features
recorded as points, lines or areas, as well as their attributes. See also WIS

Diameter at Breast Height

A measurement classification used by foresters and others during mensuration of lengths,
volumes, areasetc. of standing trees. It is a diameter expressed in cm. recorded at a
height of 1.3 meters from the base of the
DBH classes consist of a range of diameters as minimums and maximums. For example
Diameter or DBHEtass 6206 trees woulted of A.d gmeancha mi ni 1
maximum diameteof 3.0 cm when measured at 1.3 m from the base. A tree in diameter
class 646 would measure between 3.1 c¢cm an
between 9.1 cm and 10.9 cm.élmcremental measurement varies by class from 2 cm
increments in the 2 to 10 cm class to 1 cm increments in the 11 to 20 cm trees and 2 cm

in the trees greater than 22 cm in diameter.

Defined Forest Area

A term used in CSASFM language to descriliee scope of the applicable arander
certi fi catDFAis the shroe dea @lso knowas our Forest Management
Licence Area (FML #2).

ELEMENT (in context of CSA-SFM)

A concept to define the scope of each of the 6 CCFM criteria to more specdic o
applications. There are several elements in each of the 6 criteria for a total of 17 distinct
el ement s. See also ACriteriao.

Environmental Management System (EMS)

An Environmental Management System is a systematic method for managing an
organizatiod s environment al performance while p
reviewing and continuously improving this performance over time.

Fire Protection Charge (FPC)

Are those monies paid for each m3 of timber cut to the Crown to be used for forest
protecton.

FMPOP (Forest Management Planning and Operating Practices)

Summary of processes, standard criteria and practices developed by Tolko to be
implemented in forest management planning, operations (access development and
including decommissioning, harvasy, transportation and forest renewal), and reporting

on FML Area No. 2.

FMPOP-OG (Forest Management Planning and Operating Practice®perators Guide)

A synopsis of the most typical activities performed by contractors and equipment
operators during the epformance of their activities. The format is designed to be
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informative and easily readable for quick reference in the field. Details as to why
precaution is necessary and work methods that will ensure minimal risk of detrimental
environmental impact.

Forest Management License (FML) Agreement

A document signed by the Province of Manitoba and forestry companies that daberibe
terms and conditions governing that compan:
a prescribedrea of the provinc&hereare three KL agreements within Manitob&ML

#1 with Pine Fall$aper Co.; FML# 2 with Tolko; and FML #3 with LouisiaRacific.

Forest Management License (FML) Area No. 2

The area in central and northern Manitoba described within the Forest Management
License Agreement between the Province of Manitoba and the Company, signed May 4,
1989 and as amended January 19, 1994 and again on June 27, 2002 (effective July 1, 2002
and January 1, 2003) to provide for a lgagn timber suply for the CompanyUnder
CA-SFM this is called.our nADefined Forest A

Forest Management Unit (FMU)

Forest Management Unit is the term applied to designated areas of the Province of
Manitoba by MC for the administtion of the forest resourc&ach FMU is identified
using a twedigit number.

Forest Operation Modification Guidelines

A guideline based on the relationships between season, selected fire weather indices, types
of forest operabn, and site characteristicé/hen the spark ignition potential of surface

fuels (surfacevegetation, slash, and duff) issimg, these guidelines indicate which
operaions may need to be modifieRising fire danger could result in restricted work
hours or curtailment of some operations.

Forest Resource Advisory Committee(s) F.R.A.C.

A body of interested people that meet on a regular basis with Tolko to discuss local forest
resource and other area/community or-tiotber value issues that may be impacted by
harvesting proposals. Minutes are kept and available for review on the public lsgee W
feasible, mitigation is used to modify to best extent the harvesting or access proposals to
accommodate concerns that are raised. As of December 31, 2005 Tolko has three active
FRAC; a main CSASFM Committee which contains members from across the DFA
representing varying interests that may be impacted by forestry activities. Two smaller
FRAC (Snow Lake and Sherridon/Cold Lake) consisting of members of the respective
communities that meet to discuss Tolko proposals in close proximity to the community.

Forest Renewal

A term used to describe any projects aimed at establishing a new forest stand on a site
following a disturbance.
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Forest Renewal Charge (FRC)

Funds paid to ensure reforestation of Crown Lands and management to meet Provincial
standards.

Forest Section

Forest Section is the term applied to areas of the Province of Manitoba designated by
Manitoba Conservation for the admiméton of the forest resourcEach forest seitin

is identified with a nameA forest section is assigned to each grafig-MUs with a

matching first digit.For example the Highrock Forest Section is made up of all FMUs
with the first digit of 6. Tol kods FML Ar
forest sections: Highrock, Nelson River, Saskatchewan River, Mauantd Interlake.

Hardwood

Hardwood is a term used to describe tree species with the typical-lbeded
appearanceThese tree species lose their foliage during the winter months. Species
included in this group are trembling aspen, white birches, iogt&glar, oak species and
Manitoba maple.

Herbicide

Chemical substance used to control competing vegetation. The application of the
herbicide glyphosate on established areas of softwood forest renewal to inhibit growth of
competing vegetation may be udsdTolko as part of an overall forest renewal program.

INCO Strip

An area of the land base, within the Nelson River Forest Section, for which International
Nickel Company (INCO) Ltdholds certain harvest right$he INCO Strip is included
within FML Area No. 2 for purposes of forest management and administration by the
Company.

Indicator (under CSA-SFM)
A measure of th¥alue used to monitor and assess achievement

Initial Fire Attack

The action taken to halt the spread or potential spread of ayfitteelfirst fire fighting
force to arrive at the fire. Usually this is a small highly mobile crew trained in quick
deployment of pressure pumps and water hose lines.

Integrated Resource Management Teams (IRMT)

The regionaloperationsintegratedResource Mnagement Teamare located in the
Northwest Region (The Pas), the Northeast Region (Thompson), the Western Region
(Swan River), and the Central Region (Gimli), and is composed of members of the
following branches of Manitoba Conservation: Forestry, WadWater Stewardship,
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Regional Operations, Lands, Fisheries, Water Resources, and Parks and Natural Areas.
The committee is accountable to manage regional natural resources issues and
reviews/ approves Tol kobds AOP s uworknpesnsti ons
authorization.

ISO-14001- International Organization for Standardization

ISO is a worldwide federation of national standards body. The designation 14001
specifies the requirements for an environmental management system.

Juvenile Spacing

Is a means of reducing tree density on naturally regenerated sites to allow for optimal
growth of the trees retained on the site. This is done using brush saws to remove a
specific number of stems reducing the competition for available space and/or nutrients

Kiln -dried

Lumber that has been dried under controlled conditions in a kiln with the use of applied
heat to improve its serviceability, in particular to minimize warping.

Manitoba Conservation (MC)

Manitoba Conservation (MC) is the department of thenikdha provincial government
which is responsible for the administration and overseeing of the management of the
natural resources on Crown lands. MC includes several branches, each of which is
responsible for the administration of a particulagnsent ofthe natural resourc&hes
branches include among othefsr Quality, Crown Lands, Forestry, Wildlife, Parks and
Natural Areas, Lands and Regional Operations, Protected Area Initiatives, Environmental
Assessment and Licensing, Sustainable Resourcesgeiaeat and Pollution Prevention

Manitoba Fisheries

One of the sections of the stand alone Water Stewardship department ofritebMa
Government. Sections maate is to ensure sustainable use of the fisheries resource by
maintaining or enhancing fish polations and habitat, monitoring harvest and habitat
alterations, and allocating resources for the best return.

Mitigation
Procedures and practices put in place to minimize the effects of forestry practices on other
forest users and resource values. géition takes place at the planning, permitting and

operational phases of forest management in response to public or community
consultations, stakeholder input, government conditions/approval and field investigation.

Mobile Chipper

The Peterson DDC 5000 Mie Chipper is a mechanical device that delimbs debarks and
chips logs/trees into pulp chip§he chipper is on wheels and can be moved from site to
site by a fifth wheel truck.

40






