Forest,; ication

DMI Peace River Pulp Division — 2007 ISO 14001 Surveillance Audit

In September 2007, 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 providesoaarview 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,DM bleached kraft pulp mill is designed to minzaithe impact on
the environment and uses hardwood timber and ralsghftwood chips purchased from local sawmillsnngally the
mill requires approximately 1.8 million hof hardwood (deciduous) fibre and 0.5 milliorf of softwood (coniferous)
fibre to produce pulp for export.

The softwood fibre needs of the company are soupcadarily through purchases of residual chips frimzal mills.
However, in some instances fibre may be purchasma private land and/or public tenures and DMI ugerable
chipping operations to process the softwood fib&urrently DMI harvests approximately 1.48 million® per year of
hardwood fibre from public land. The balance of tmardwood volume needed comes from harvest opaesatn
private land (approximately 0.3 million*mper year).

DMI manages approximately 9 million hectares of lmuforest land located in the boreal region of éita. Of this
total, approximately 2.46 million hectares is mataginder Forest Management Agreement (FMA). Tha arfe
operations stretches from the B.C. border to jast ef Red Earth Creek and from Peace River tchrafrHigh Level
and La Crete.

Audit Scope

The 2007 surveillance audit was a limited scopesssent against selected elements of the ISO 12Q04.:
standard, and included an onsite assessment @keation’s performance under
the following topic areas:
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The Audit

Audit Team— The surveillance audit was conducted by Sylviniten, RPF,
CEA(SFM), EMS(LA) and Kerri Brownie, EMS(A). Syhis an employee of
KPMG PRI, and has conducted numerous forest managfeaudits under a
variety of standards including SFI, ISO 14001, C&09 and FSC. Kerri is an
independent forestry consultant with experienceanducting audits against the
ISO 14001 standandO 14001 Surveillance Audit Annual 1SO 14001
surveillance audits are conducted to ensure tlete@huirements of the standard
continue to be met. The 2007 ISO 14001 surveiftamadit involved an on-site
assessment of DMI's environmental management sygEMS), and included
visits to a total of 13 different field sites to adwate the extent to which the
Operation’s forest management plans and practmefomm to the requirements of
the 1SO 14001 standard.

Company Representative Samuel Elkins, RPFT, EMS & Forest Certification
Coordinator, served as DMI’s representative dutirggaudit.

Audit Objectives
The objectives of the 2007 1SO 14001 surveillangditavere to:

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 EMSgdomanagement plans and
practices conform to the requirements of the 1ISG0142004 standard.

Audit Conclusions
The audit found that:

The Operation’s EMS, forest management plans aactipes continue to meet the
requirements of ISO 14001:2004 in all material extp.

DMI's EMS continues to be effectively implementechdais sufficient to
systematically meet the commitments included withthe Company’'s
environmental policy.

DMI’'s Peace River Pulp Division’s Forest Resouropsrations has continued to
towards addressing the findings of previous ISO0148udits.

Good Practices

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

DMI has made improvements to its internal audigpaom by conducting the
audits in two phases each year, one phase of thieisgonducted during the
winter and one during the summer. The purposeeflo phase audit approach is
to ensure that sites visited during the winter phae revisited during snow free
conditions so that site conditions can be morecéffely assessed.

Audit results

Minor non-conformities
from previous audits that| O
remain open

New major non-

conformities 0
New minor non- 0
conformities

New opportunities for 3

improvement

Types of audit findings

Major nonconformities:

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

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

Minor nonconformities:

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

All non-conformities (major
and minor) require an action
plan within 30 days and must
be addressed by the operation

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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DMI has improved its delivery of EMS training byw#doping a series of EMS
training videos. The purpose of developing the egd@as to improve the
effectiveness of the EMS training by presentingittiermation in a more
engaging format and also to improve communicaticthe information to
operators that do not have English as their fasglage.

Follow-up on Findings from Previous Audits

There were no open minor non-conformities from fres audits at the time that the
2007 surveillance audit was conducted. Howeveerethwere a total of 6 ope
opportunities for improvement from previous audit$he audit team reviewed the
corrective actions associated with these opporamfor improvement and found tha
all of them had been adequately addressed by tkeea@n.

New Areas of Nonconformity

The 2007 surveillance audit of DMI's Peace RivelpHDivision woodlands operation
did not identify any new areas of non-conformityttwthe requirements of the 1SC
14001 standard.

New Opportunities for Improvement

A total of 3 new opportunities for improvement wedentified during the 2007
surveillance audit. These included:

The audit identified several isolated weaknessesh& implementation of the
Company’s emergency preparedness and responsalpresgincluding incorrect
labeling of a fuel tank, inadequate spill kits anadequate collision protection fo
a septic tank and two propane tanks.

The audit identified isolated weaknesses in thdempntation of procedures for
document control, including outdated copies ofil Forest Resources Field
Guide and an outdated version of the EmergencydsspPlan.

The audit identified two isolated weaknesses iniitii@dementation of the
requirements for work start-up. One operator hatdsigned in on the start-up
checklist, and another operator had not particgpatea start-up meeting.

Corrective Action Plans

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



