Forest,; ication

DMI Peace River Pulp Division — 2006 ISO 14001 Surveillance Audit

In September 2006, an audit team from KPMG PerfoceaRegistrar Inc. (KPMG PRI) carried out the selcannual
surveillance audit of the Daishowa-Marubeni Intéioraal Ltd. (DMI) — Peace River Pulp Division Ford®esources
operations against the requirements of ISO 140@%:20 his Certification Summary Report providesaarview of the
audit process and KPMG'’s findings.

Description of DMI's Peace River Operation

Located 25 km north of the town of Peace River 488 km north of

Edmonton, the DMI bleached kraft pulp mill was fhist of Alberta’s new \\
generation of pulp mills that pioneered the prouucbf hardwood pulp in \\\
northwestern Alberta. It is designed to minimiZee timpact on the
environment and uses previously uneconomical hasdwtmber and I" ISO 1 4001 \\\
residual softwood chips purchased from local salsmiAnnually the mill

requires approximately 1.8 million*of hardwood (deciduous) fibre and |l| REGISTERED ‘
0.5 million n? of softwood (coniferous) fibre to produce pulp éxport. \“

The majority of the fibre utilized by DMI's PeacévBr pulp mill comes \\\ WG II
from public tenures. Currently DMI harvests appnuately 1.48 million

m® per year of hardwood fibre from public land. @istapproximately 64%

of the fibre comes from Forest Management AgreertieitA) sources and

36% of the volume is harvested from Deciduous Timbkocations. The

balance of the hardwood volume needed comes framesiaoperations on

private land (approximately 0.3 million’nper year). The softwood fibre

needs of the company are exclusively met througbhasing residual chips

from local mills.

DMI manages approximately 9 million hectares of lpubforest land

located in the boreal region of Alberta. Of thigat, approximately 2.46 DMI DAISHOWA-MARUBENI
million hectares is managed under an FMA signedh witvince in 1989 INTERNATIONAL LTD.
(http://lwww.srd.gov.ab.ca/forests/managing/fma/gbsA_DMI.pdf). The Peace River Pulp Division

area of operations stretches from the B.C. borolgudt east of Red Earth
Creek and from Peace River to north of High Levil ha Crete.

Audit Scope

The 2006 surveillance audit was a limited scopessaent against selected
elements of the ISO 14001:2004 standard, and iedudn onsite
assessment of the Operation’s performance unddolibging topic areas:

Environmental policy;
Planning;

Implementation and operation;
Checking, and;

Management review.
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The Audit

Audit results

Audit Team— The surveillance audit was conducted by DavebB&PF (BC & . ”

Alta), CEA(SFM), EMS(LA) and Kerri Brownie, EMS(A)Dave is an employee ][Vllnor nor!—conforcrinltles 0

of KPMG PRI, and has conducted numerous forest gemant audits under a rom previous au IS ULy

variety of standards including SFI, ISO 14001, C&09 and FSC. Kerri is an remain open

independent forestry consultant with experiencednducting audits against the | New major non- 0

ISO 14001 standard. conformities

ISO 14001 Surveillance Audit Annual ISO 14001 surveillance audits are | Néw minor non- 0

conducted to ensure that the requirements of tirelard continue to be met. The | conformities

2006 ISO 14001 surveillance audit involved an de-sissessment of DMI's o

environmental management system (EMS), and includsits to a total of 16 {\l;;:o?/%;::])g#tnltles Lol 5

different field sites to evaluate the extent to ebhithe Operation’s forest

management plans and practices conform to the nexgents of the 1SO 14001

standard.

Types of audit findings

Company Representative Samuel Elkins, RPFT, EMS & Forest Certification : »

Coordinator, served as DMI's representative dutiregaudit. Major nonconformities:

) o Are pervasive or critical to the
Audit Objectives achievement of the SFM
The objectives of the 2006 1SO 14001 surveillangditavere to: Objectives.

Major non-conformities must
be addressed immediately or
registration cannot be achieved
/ maintained.

Evaluate the progress of DMI's Peace River Pulpidiow Forest Resources
operations towards implementing the correctiveoastideveloped to address the
findings of previous audit visits.

Assess the extent to which the Operation’s EMSgdbmanagement plans and Minor nonconformities:
practices conform to the requirements of the 1SQ0142004 standard. :
Are isolated incidents that are

Audit Conclusions non-critical to the achievement

The audit found that: of SFM Objectives.

. _ . All non-conformities (major
The Operation’s EMS, forest management plans aactipes continue to meet the | 544 minor) require an action

requirements of ISO 14001:2004 in all material ex$p. plan within 30 days and must

DMI’'s Peace River Pulp Division's Forest Resouropgrations has made good be addressed by the operation
progress towards addressing the findings of previS8® 14001 audits. Opportunities for

Improvement:

Are not non-conformities but
are comments on specific areal
of the SFM System where
improvements can be made.
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Good Practices

A number of good practices were identified durihg tourse of the audit including:

The audit found that DMI's EMS continues to be efifeely implemented. In
addition, there was clear evidence that the Opmrattontinues to make
improvements to improve the effectiveness of thestesyp in managing
environmental risks.

All contractors are now required to inform the ENMI®ordinator of fuel tanks

greater than 450 litres that are in use on thedrations. The EMS Coordinator is

developing a database to track the tanks and ¢beification status as a means to

help ensure compliance with regulatory requiremefus fuel storage and| The DMI Peace River pulp mill
transportation. utilizes approximately 1.8 million
m? of hardwood fibre and 0.5
million m? of softwood fibre
annually. It was designed to
minimize environmental impacts,
The Operation has recently implemented new integratspection forms that are @nd uses previously uneconomical
designed to collect information on both EMS implesta¢ion and compliance with hardwood timber and residual

government regulatory requirements. softwood chips purchased from
local sawmills.

Conditions observed on the ground during the fildlit were consistent with
operational plans (i.e., there were no findingsatrey to operational issues),
indicating a high level of environmental performary staff and contractors.

Follow-up on Findings from Previous Audits

There were a total of 5 open minor non-conformifiesn previous audits at the time
that the 2006 surveillance audit was conducted. e Badit team reviewed the
Operation’s progress towards addressing thesesissum concluded that all of the
applicable corrective action plans had been implgatkas required. As a result, all of
the non-conformities identified during previous asithave now been closed.

In addition, there were a total of 4 open oppottesifor improvement from previous

audits. The audit team reviewed the correctiveioast associated with these

opportunities for improvement and found that 3 ofitthe 4 had been adequately

addressed by the Operation. As a result, theggp8rtunities for improvement have

now been closed. Completion of the action planatimress the one remaining

opportunity for improvement (which relates to teparting of non-conformities and

corrective actions in order to identify trends dhe effectiveness of action items) will Detailed harvest plan maps (such
be re-visited during the next surveillance auditctmfirm that this issue has been as that depicted above) are

satisfactorily addressed. prepared in advance of harvesting
to help ensure that key resource
New Areas of Nonconformity values (streams, wildlife habitat,

) ) ) o ~ etc.) are adequately protected
The 2006 surveillance audit of DMI's Peace RivelpHDivision woodlands operation during forest operations.

did not identify any new areas of non-conformityttwthe requirements of the ISO
14001 standard.
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New Opportunities for Improvement

A total of 5 new opportunities for improvement wedentified during the 2006
surveillance audit. These included:

A review of the 2006 internal audit report and agssed corrective action plans
identified the following weaknesses in relationQperation’s implementation of
its internal audit procedures: (1) inadequate damtation of the number and type
of field sites inspected during the internal augit), weaknesses in how the aud
findings were documented, and (3) a failure to enpént all required corrective
actions by the assigned completion date.

A review of the current Outstanding Harvest Actasdtreport found that there are
a number of activities that have been assigned uasdtisfactory” status with
outstanding action items. Some of these issuese hidne potential for
environmental impact (e.g., crossings on three Kslowere required to be
removed, however this has not yet taken place).

A review of the current version of the OperatioEMS objectives and targets
noted that staff responsibilities are outdated,(thee document still lists staff tha
have left the company as having responsibilitiesrfigpplementing some objectives
and targets). In addition, a review of the statuthe implementation of actions tc
achieve objectives and targets noted that thesem ispportunity to improve the
clarity of the documentation of implementation sat

The following isolated weaknesses were identifiedthwrespect to the
documentation and implementation of emergency mspoprocedures: (1)
although the Operation’s procedures require thdability of both white and grey
spill pads on active field sites, only grey spidds were available at the activi
sites visited during the audit, and (2) one of tledler-buncher operators
interviewed during the audit did not have a spilldn his machine.

The audit identified the following isolated weakses in the implementation o
operational controls: (1) minor leaks of diesellfaad/or hydraulic fluid were
noted at 3 sites that had not been addressed ygheation, and (2) garbage wa
observed around camp trailers at one satellite.yard

Corrective Action Plans

Corrective action plans designed to address thecase(s) of the findings identifiec
during the audit have been developed by DMI's PeRoer Pulp Division and
reviewed and approved by KPMG PRI. The next silarge audit will include a
follow-up assessment of these issues to confirnt tha corrective action plans
developed to address them have been implementedjaised.



