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1. INTRODUCTION

The purpose of this report is to document annual audit conformance of Alberta Pacific Forest
Industries Inc, hereafter referred to as Forest Management Enterprise (FME). The report
presents the findings of SmartWood auditors who have evaluated company systems and
performance against FSC forest management standards and policies. Section 2 of this report
provides the audit conclusions and any necessary follow-up actions by the company through
corrective action requests.

SmartWood audit reports include information which will become public information. Sections 1-3
wi || be posted on SmartWood’s website according
remain confidential.

Dispute resolution: If SmartWood clients encounter organizations or individuals having concerns
or comments about Rainforest Alliance / SmartWood and our services, these parties are strongly

encouraged to contact SmartWood regional or Headquarters offices directly (see contact
information on report cover). Formal complaints or concerns should be sent in writing.

2. AUDIT FINDINGS AND RESULTS

2.1. Audit conclusion

Based on Companyé6s conformance with FSC an
team makes the following recommendation:
24 Certification requirements met, certificate maintenance recommended
Upon acceptance of CAR(s) issued below
O Certification requirements not met:
Conformance with Major CAR(s) required
Additional comments:
Issues identified as Mo s t di fficulty was encountere
controversial or hardto | related to CAR 4.4a and 4.4b.
evaluate.

2.2. Changes in the forest management of the FME

There are no changes to the land area under Al-P a ¢

s ontr ol wi tgéniemt
Area (FMA). A-FPac’ s practices in t fi I

d remain

~ —t
=
® o

c r
he e
The most significant change since the assessment is the approval of a new Forest
Management Plan (2004) in January 2006. This change occurred prior to the first annual audit.
This plan was reviewed during the assessment and found to meet Principle 7, but was not
approved at that time. The approval from ASRD comes with a number of conditions but none
significantly change or affect the management strategies and operating practices in the field
that were assessed in 2004. Some of the conditions imposed by ASRD (for example with



regard to caribou management strategies and public consultation) are consistent with CARs
imposed in the assessment report. The ASRD decision approves an increased AAC of both
coniferous and deciduous species retroactive to May 2005.

The most significant operational change or evolution on the Forest is the continued rapid
development of the oil industry in the Fort McMurray area. The company continues to work in
collaboration with the oil industry in attempting to ensure that land being used by the industry
receives appropriate and opportunistic management of the forest there.

In late 2006 the first annual audit of the Al-Pac Forest was completed. That audit identified a
major CAR related to the use of pesticides on the Forest. In June of 2007, a Major CAR
verification audit was completed and the CAR was closed, however a Minor CAR to be
addressed in the 2008 annual audit was imposed. The Minor CAR is shown in Section 2.5 of
this report and is given the number CAR 01/07. Subsequently the numbering of CARs in this
report begins with CAR 02/07.

2.3.  Stakeholder issues
Consultation with Environmental stakeholders focused on efforts related to furthering

candidate protected area identification on the Forest. Although stakeholders were encouraged
that efforts were continuing concern was expressed that consultation efforts did not meet the

desires of the ENGOs. Other concernswereals o expressed; these related
willingness to identify new candidate protected areas and reluctance to forego wood supply in
excess of Option 60. However since the auditor

have been undertaken by the company and provided to the auditors; full discussions between
the company and the stakeholders related to these analyses have not yet taken place and so
any concerns/comments of the stakeholders related to these analyses have not been
incorporated into this audit.

2.4. Conformance with applicable corrective action requests

The section below describes the activities of Al-Pac to address each applicable corrective
action issued during previous evaluations. For each CAR a finding is presented along with a
description of its current status using the following categories. Failure to meet CARs will result
in nonconformances being upgraded from minor to major status with conformance required
within 3 months or 6 months with risk of suspension or termination of the SmartWood
certificate if Major CARs are not met. The following classification is used to indicate the status
of the CAR:

CAR Status

) Explanation
Categories
Certified operation has successfully met the
Closed CAR and addressed the underlying

nonconformance.

Certified operation has not met the CAR;
underlying nonconformance is still present.
Open CAR becomes a Major CAR with a 3 month
deadline (or in exceptional cases, 6 months)
for conformance
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Conditions 3.1a Reference to Standard: 3.1.271 3.1.4

Nonconformance | Al-Pac has invested a lot of energy and resources into trying to develop

Major Minor X | good relationships and communications with the Aboriginal communities
in and around the FMA. However, despite combined efforts, Aboriginal
communities expressed negative sentiments about Al-Pac
communications. Namely, concerns included: Open House meetings
not being an appropriate consultative method; a lack of
awareness/involvement in the development of the 2004 Forest
Management Plan; the Aboriginal Caucus not being representative of /
speaking for the communities; the absence of regular communications;
and the absence of a two-way flow of information. Al-Pac is required to
meet with the communities to identify ways to improve the effectiveness
of communications and increase the frequency of communications.

Corrective Action Request:

Al-Pac shall have:

- Met with elected representatives of all Aboriginal communities and organizations within and
surrounding the FMA and ask if they have traditional interests in the FMA;

- Discussed communication issues with those that have expressed traditional interests; and,

- Implemented strategies to improve on-going communications about the
communities’/ organizations'’ i ntistarestsihferest e |l a't
economic development activities.

Timeline for conformance: By the end of Year 2 of certification

Evidence to close CAR: Al-Pac is meeting, or in communication with, all Aboriginal
communities on a consistent basis. Al-Pac demonstrates that
they are aware of who the contacts are within each
organization. This ensures that communications are
appropriately targeted. The company is also aware of current
or upcoming organizational changes with each Aboriginal
community, and understands that communication approaches
may need to adapt with those changes. Meeting minutes and
interviews with Aboriginal organizations confirm that Al-Pac
has enquired about whether there are traditional interests in
the FMA that the organizations wish to express. These
traditional interests are further discussed in Condition 3.2b.

Acknowledging that each community has different needs (as
expressed by those communities), and that a single means of
communication is not sufficient, Al-Pac utilizes a variety of
methods to engage Aboriginal organizations. These include:
Al-Pac offices located in several communities; multi-year
secondments (with one function of the position being a liaison
between the community and company); formal meetings; open
houses; one-on-one interactions with trappers via the Trapper
Notification Program; the Community Engagement Strategy
committee; information publications; participation in
community events; and, generally maintaining a presence in
the communities.
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Just over one year ago, the Government of Alberta released
consultation guidelines that apply to interactions between
companies and First Nations. These guidelines, along with
Supreme Court decisions, FSC requirements and community
partnership initiatives, have been factored into Al-lPa c ' s
strategies for communicating with Aboriginal organizations.
These strategies are articulatedinAl-kPac’ s Abori g
Consultation Policy (2007).

As part of the implementation of the communications strategy,
an annual schedule of meetings has been developed to
ensure that communication is both regular and timely. This
schedule also ensures that the different departments within Al-
Pac can coordinate their entry into a community versus each
booking separate meetings. One Aboriginal group particularly
expressed appreciation for this approach as their available
time for meetings is constantly pressured. However, other
communities may prefer more frequent contact. Al-Pac is
aware of these varying interests and maintains flexibility in
their approach.

A notable approach to ensuring that communications match
the needs of the communities has been the adherence to
consultation processes internally developed by Aboriginal
organizations, or where desired, the joint development of
consultation/engagement agreements. These agreements are
discussed in greater detail in Condition 3.1b.

Representatives of the Aboriginal organizations that were
interviewed during the audit confirmed that the level and
approach to communication is acceptable. Aboriginal
organizations also expressed that the lines of communication
are open between themselves and the company, and requests
for access to operational through to senior management level
positions can be made at any time. These findings
demonstrate that compliance is reached and this CAR can be
closed.

CAR Status:

CLOSED

Follow-up Actions (if app.):

NONE

Conditions 3.1b Reference to Standard: 3.1.2

Nonconformance | Al-Pac has not obtained agreements with all Aboriginal communities

Major Minor X | verifying that their interests and concerns have been incorporated into
the management plan.

Corrective Action Request:

Al-Pac shall report on efforts to conclude agreements with interested Aboriginal communities
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and organizations within the FMA area. Al-Pac shall document efforts to include forest
management planning within the agreements. Agreements are not intended to abrogate or
derogate from their Aboriginal and Treaty Rights.

Timeline for conformance:

By the end of Year 2 of certification

Evidence to close CAR:

Indicator 3.1.2 requires that agreements are in place to verify
that Aboriginal groups’ i nte
clearly incorporated into the management plan. Al-Pac has
been working with each Aboriginal organization to conclude
community engagement / consultation agreements. Each
organization has different priorities, ranging from forest
management to economic development, and these priorities
have been reflected in the agreements. An agreement has
been signed with one Aboriginal group, and agreements have
been tabled with the other four. Some of the Aboriginal
groups are actively reviewing their tabled agreements, while
others are on hold due to unrelated internal organization
issues. These agreements outline overarching relationship
goals/principles, methods of communication, references to
consultation protocols, information sharing, meeting
schedules, issues of mutual interest (e.g. community
participation, education, employment, contributions), terms,
authorities, and without prejudice clauses. The agreements
clearly define the desired method of engagement between the
parties and how Aboriginal groups will be involved in forest
management planning.

The agreements do not however verify that the interests of the
Aboriginal groups have been met. This verification is not a
one-time action that can only be confirmed at the time of the
agreement’ s signing. Il nst ea
an annual basis (e.g. after review of AOPs), or on a schedule
determined by other planning processes (e.g. Forest
Management Plans, HCVF designations). To date, this
verification has not been formally provided, however there is
no indication that the interests of Aboriginal groups have not
been met. Interviews with Aboriginal groups as well as a
review of meeting minutes show that where interests have
been raised, mitigating action has been taken. Aboriginal
groups have not raised any issues about these mitigating
actions being insufficient. During interviews, SmartWood
asked Aboriginal groups if they would consider providing
formal indication (e.g. written letter) that their interests had
been met in order to close the communication loop. One
group indicated that this process is already being developed
as part of their internal consultation process. Another group
noted that this was a good idea, and was willing to provide
such confirmation if asked by Al-Pac. A note has been written
to check on the continued verification of Aboriginal groups that
their interests have been incorporated into forest management
planning.

SmartWood Forest Management Annual Audit Report Page 7 of 39




Formal agreements have not been negotiated with the mixed
communities located within the FMA since there is no Chief
and Council, or chairman to sign the agreement like there is in
the other Aboriginal groups. However, these groups are still
being consulted regarding their interests.

In addition to the one-on-one agreements noted above, Al-Pac
is also a signatory to an All Parties Core Agreement that
includes companies from other industries. Through this
agreement the cumulative industrial impact is considered.

This agreementaugments AkPac’ s compl i anc
3.1, but does not alone meet the Criterion since it does not
reflect the operational realities of Al-Pac in its entirety like the
one-on-one agreements do.

One of the Aboriginal groups will be undergoing some
organizational changes in the next few years as a result of the
Treaty Land Entitlement process. Once this process has been
completed, Aboriginal groups that are currently covered under
a Nation-wide agreement may have the interest in the
negotiation of an agreement directly with the company. A
note has been written to check on the potential need for
additional agreements in a few years.

These findings demonstrate that compliance is reached and
the CAR can be closed.

CAR Status:

CLOSED

Follow-up Actions (if app.):

Note 01/07 — Check to ensure that Aboriginal groups have
continued to verify that their interests have been incorporated
into forest management planning.

Note 02/07 — Once the Treaty Land Entitlement process has
been completed (estimated for mid 2009) check if additional
agreements are required with those Aboriginal groups that are
newly autonomous.

Conditions 3.2a Reference to Standard: 3.2.2

Nonconformance | Al-Pac has funded and participated in a land use studies with two of the

Major Minor X | Aboriginal communities. Therefore, the assessment of Aboriginal

resources and tenure rights has been initiated, but not completed for all
communities with traditional lands within the FMA. Studies are therefore
required with the other Aboriginal communities that wish to engage with
Al-Pac. The first step is for Al-Pac to extend an offer to each community
to work with them on an assessment.

Corrective Action Request:

Al-Pac shall offer in writing to work with all Aboriginal communities within and surrounding its
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FMA that have expressed a traditional interests within the FMA, to identify and map the

traditional |l and use boundaries according t
Timeline for conformance: By the end of Year 2 of certification
Evidence to close CAR: Al-Pac did not provide a written offer to each Aboriginal group

to support the mapping of traditional land use boundaries
(sites). The company deemed that it would be more effective
and culturally appropriate to discuss this issue in person with
each Aboriginal group during already scheduled meetings.
SmartWood accepts this alternate approach. Interviews with
Aboriginal groups and review of meeting minutes show that
this issue was discussed with all Aboriginal groups. Details on
the outcome of these discussions are included under
Condition 3.2b.

These findings demonstrate that compliance is reached and
this CAR can be closed.

CAR Status: CLOSED

Follow-up Actions (if app.): | NONE

Conditions 3.2b Reference to Standard: 3.2.1, 3.2.2

Nonconformance | Once assessments of Aboriginal resource and tenure rights have been

Major Minor X | conducted, measures to mitigate impact on those rights must be
established. This assessment and mitigation work has not been
completed with all Aboriginal communities interested in engaging with
Al-Pac.

Corrective Action Request:

Al-Pac shall report on progress in relation to the following:

- Support for traditional land use studies with Aboriginal communities and organizations with an
interest in the FMA area; and,

- In association with the communities/organizations, complete joint assessments of the impacts
of forest management on traditional resource harvesting; and,

- Find additional ways to minimize the impact of harvesting activities on traditional resources,
particularly trapping.

Timeline for conformance: By the end of Year 2 of certification

Evidence to close CAR: This Condition arose from the fact that not all Aboriginal
groups had assessments of their traditional land use interests.
The Government of Alberta has a multi-year funding
commitment to provide support to every First Nation (GOA
terminology) in the province for the undertaking of traditional
use studies. Al-Pac i s aware of the st
study. All Aboriginal groups within the FMA are engaged in
traditional land use studies. Each may be in different stages
(e.g. data collection, digitization), but all note that these
studies are never really complete. Instead, they are living
documents that will be continually added to over time. Over
and above the Government of Alberta funding, interviews with
Aboriginal groups and review of meeting minutes provides
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evidence that Al-Pac has continued to provide support for
traditional land use studies. This support has included the
provision of equipment and capacity, and clauses within some
of the community engagement / consultation agreements also
outline commitments for assisting with the studies. Interests
are also mapped as they are raised at planning processes
such as the AOP reviews, and as gathered through the
Trapper Notification Program.

Aboriginal groups have noted that these studies are their own
internal work, and while support is appreciated and data will
be shared according to certain terms, it is not appropriate that
these studies be “joint asse

In every case, even where traditional land use studies are still
ongoing, Al-Pac is reviewing all operating areas with
Aboriginal groups and trappers, and is receiving information
regarding the rights and resources that require protection.

Condition 3.2b was issued with reference to Criterion 3.2 of
the Standard, which is intended to address broader scale
resource and tenure rights (site specific interests are
addressed by Criterion 3.3). However, the information being
provided to Al-Pac by Aboriginal groups is almost exclusively
site specific. For example, trappers discuss the impact on
trails and cabins. During interviews with Aboriginal groups,
SmartWood asked if any community members were
expressing concern about forestry operations impacting their
ability to exercise aboriginal rights (e.g. diminished resources).
In all cases, the answer was no. Impacts, both surface and
subsurface, were being attributed to other industrial activity
such as oil and gas. To mitigate impact, Al-Pac is utilizing a
variety of methods to ensure Aboriginal interests are
maintained (e.g. buffers, amending block placement).
Aboriginal groups did not note that Al-Pac needed to take any
additional action to minimize impact on their interests.

As part of the HCVF process, broad resource uses are
mapped, and a CAR has been written for management
strategies to be developed for the HCVF areas. Work
completed for this CAR will further contributeto Al-Pa ¢’ s
compliance with Criterion 3.2.

These findings demonstrate that compliance is reached and
this CAR can be closed.

CAR Status:

CLOSED

Follow-up Actions (if app.):

NONE
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Conditions 4.4a

Reference to Standard: 4.4.17 4.4.7

Nonconformance

Major Minor X

There is no overall strategy for public participation behind the individual
various teams within the company that deal with the public and various
stakeholder groups. The public participation process must be clearly
integrated with the forest management planning process, but only the
Forest Management Task Force’'s ef
the planning process. Review showed that the Task Force was not an
effective vehicle for public participation. There are no other formal
opportunities provided to the public or identified interest groups who are
not members of the Task Force to contribute to the broad forest
management planning issues on the FMA. Activities and discussions
with various publics are ongoing, but based on this assessment, it is
difficult to see how these various inputs are integrated into the FMP

Corrective Action Request:

Al-Pac shall:

- Establish a new or improved process for representatives of Aboriginal communities,
interested public groups and organizations, contractors, ENGOs, the public and others to
provide significant input into forest management planning for the FMA, either by re-organizing
and reforming the Task Force, or by creating new public participation initiatives;

- Document the input provided about the Forest Management Plan, including the Timber
Supply Analysis, through this new or improved public participation process; and,

- Address any significant new information or concerns about the 2004 Forest Management
Plan, including the Timber Supply Analysis, identified through this public participation process.

Timeline for conformance: By the end of Year 2 of certification

Evidence to close CAR: In response to this CAR, Al-Pac developed a new Community

Engagement Strategy (CES) and reorganized the Task Force.

The development of the CES included Al-Pac staff and
members of the Task Force. AI-FPac’' s current
activities were assessed for gaps. Key improvements to the
strategy include coordinating meetings in communities (e.g. so
company representatives from
entering the community at different times), and ensuring
consistency in the company approach and message.
Community engagement is targeted at a range of
stakeholders and interest groups, including timber interests
(e.g. quota holders) and non-timber forest dependent interests
(e.g. trappers, hunters, outfitters, recreation). Stakeholders
located within and adjacent to the FMA are included. The list
of stakeholders and groups is reflective of the interests in the
area. Al-Pac is aware that each of these groups may have
different communication needs, and therefore has a variety of
engagement methods that can be applied. These methods
are not necessarily different from those that were reviewed
during the original assessment, however Al-Pac has since
evaluated their effectiveness and coordinated their use.
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The Task Force has now been reorganized into the
Landscape Advisory Group (LAG). This reorganization did not
take place right away. Minutes from the September 2006 Task
Group meeting note that group members were concerned
about the delay. The company commented that they were
waiting to first develop the CES, since the Task Force or new
groupwouldbeakeypart of the strat eqg
mandate is intended to reflect the changed regulatory
environment in the province.
of the decision making process. However, with forestry
regulations being more prescriptive now, the group will review
a range of issues (both strategic and operational) and provide
the company with early reactions or advice on the different
approaches that can be taken. In this way, the LAG will serve
as a “permanently constitafte
audit, the first meeting of the new group had not yet taken
place. Therefore, the actual membership (in terms of interests
that were represented) of the group was not known. Nor was
it known how the members would react to the new
approach/mandate.

The terms of reference for this group were reviewed, which
substantially meet the requirements of Indicator 4.4.5. The
terms of reference do not have a dispute resolution section,
but there is one in the CES document. While this is an Al-Pac
strategy document versus a group document, the dispute
resolution process will nonetheless apply to the group. An
Observation has been written that the terms of reference
should be amended to also include a clause on conflict of
interest.

Over this next year, Al-Pac will have the opportunity to
implement the CES and engage with the new LAG. A Note for
Future Audits has been written to ensure that during the next
annual audit (2008) the CES and LAG is reviewed for
compliance with Criterion 4.4. This review should include
interviews with members of the LAG and other stakeholders.

The Forest Management Planning process (FMP, TSA, GDP,
AOP)) are regulatory document that are submitted to the

Al berta government . After g
process, the FMP was not approved until January 2006. The
CES notes that all groups are provided with a copy of the
Forest Management Plan if requested, and the Plan is also
available on the web. However, since the CES and Task
Force have been revised, Al-Pac has not specifically
facilitated or solicited additional input on the FMP as was
required by the CAR. The absence of public review and
comment on the SRD required (revised) FMP is a non-
compliance with indicators 4.4.6 and 7.1.1. Al-Pac is receiving
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comments on the forest plan (operational level) during forest
planning reviews, however this is only one level of planning.
The FMP does not expire until 2016 (but TSA will be renewed
in 2011), so the next review process will not start for 5 — 6
years. Itis not reasonable for that period of time to lapse
before public input will be reflectedinAl-lPac’ s obj e
strategies. Al-Pac is constantly soliciting input from
stakeholders on a broad range of issues (e.g. long term
spatial harvest sequence); and aboriginal groups and
stakeholders are/will be involved in HCVF strategy
development. This alone though does not replace public
review and comment of the management plan. Al-Pac has
noted that the FMP cannot be formally changed without going
through the government amendment process. While formally
amending the plan through government is not required,
soliciting and responding to public input on the plan is
required.

Three items were required to meet this CAR, and Al-Pac has
not satisfied two of the items. Therefore, those portions of the
CAR remain open, and have been elevated to a Major CAR.
The original Minor CAR is copied in whole as per FSC policy,
but only the two last elements remain to be met in order for
this CAR to be closed.

CAR Status: OPEN

Follow-up Actions (if app.): | Major CAR 4.4a: Within 6 months, Al-Pac shall:

- Establish a new or improved process for representatives of
Aboriginal communities, interested public groups and
organizations, contractors, ENGOs, the public and others to
provide significant input into forest management planning for
the FMA, either by re-organizing and reforming the Task
Force, or by creating new public participation initiatives (this
has been met in 2007);

- Document the input provided about the Forest Management
Plan, including the Timber Supply Analysis, through this new
or improved public participation process; and,

- Address any significant new information or concerns about
the 2004 Forest Management Plan, including the Timber
Supply Analysis, identified through this public participation
process.

Observation 01/07: The terms of reference for the LAG should
be amended to include a clause on conflict of interest.

Note 03/07: During the next annual audit (2008) the CES and
LAG should be reviewed for compliance with Criterion 4.4.
This review should include interviews with members of the
LAG and other stakeholders.
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Conditions 4.4b Reference to Standard: 4.4.10

Nonconformance | Al-Pac has done a poor job of routinely and quantitatively assessing its

Major Minor X | social impact as required by Indicator 4.4.10. Much of the data required
for a socio-economic impact assessment exists, eitherin Al-Pa c ' s
current files, with Statistics Canada, or with the County of Athabasca, to
whom Al-Pac pays property tax. The information needs to be pulled
together and presented in a coherent format that can be replicated over
time. The information in the 1991-2000 Forest Stewardship Report
begins to address this issue, but it is a bit thin on detail.

Corrective Action Request:

Al-Pac shall complete an assessment of the socio-economic impacts of its forest management
activities. The assessment shall include a framework that allows for regular reporting and
updating of this information.

Timeline for conformance: By the end of Year 2 of certification

Evidence to close CAR: A-Pac provided a document tit
Alberta-Paci fi ¢ Forest Management
(10/12/2007) as evidence to meet this Condition. The
document summarizes the provincial forestry situation (e.g.
Forestry’s overall i mpact on
current situation and comparative numbers to past years,
forestry compared to other industry), as well as the regional
situation for Northeastern Alberta. Information has also been
presented showingAl-kPac’' s acti vity comj
forestry operators. Statistics Canada Census Data summary
statements provide a general regional picture (e.g. status of
resource industry, economic diversity, salaries, population
growth, education).

Thereport states that the inte
and economic criteria and indicators that Al-Pac can use to
monitor its impact on the local communities that are within and
surround the FMA area. Al-Pac surveyed a variety of sources
for socio-economic indicators, and then did a critical review to
select indicators that: were relevant to their operation; had
available data sources; and could be reported on consistently
year after year. The selection of indicators includes:

e Economic Impact indicators (gross sales, property taxes
paid, community investment, local spending)

e Employment Impact indicators (employment, local hiring,
stable employment, poplar farming)

e Aboriginal Involvement indicators (Aboriginal education and
training, Aboriginal joint ventures, dollars contributed to
Aboriginals)

e Community and Public Consultation indicators (community
meetings, public availability of documents, education and
training programs, employee volunteer efforts, good
neighbour program, scholarships)
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e Selected Workplace Excellence indicators (recordable
incidents, employment education and training, morale)

e Selected Investments in Research and Development
indicators (research)

¢ Selected Building Relationships indicators (awards and
compliance).

Al-Pac is aware of the relationship between the forest
resources and other forest dependent employment
opportunities such as trapping, guiding, hunting, tourism and
hunting. The SEIA does not measure the impact on these
employment opportunities. The current indicator set would
inform how the communities’
withA-FlPac’ s economic health, ho
with management planning issues such as understanding how
changing harvesting patterns or timing might impact a guiding
oper at i dity AsPao/sbught out indicators that would
measure this | atter issue, Db
gathered, or it was not possible to determine Al-kPac’' s s
impact versus the impact of other industries such as oil & gas.

The indicators selected well represent the direct economic
and social contributions of the company. However, the
indicators do not have baselines or targets to allow analysis of
what upward and downward trends, or changes over time,
mean. Indicator 4.4.10 requires that the SEIA be used to
“assist with the selection o
during forest management pl a
collected into perspective, it is not clear how Al-Pac will use
the SEIA to determine whether management changes are
needed, or to select one management option over another. A
CAR (02/07) has been issued for Al-Pac to address this issue.

Nevertheless, as the evidence above demonstrates, Al-Pac
did complete an assessment of the socio-economic impacts of
its forest management activities and Condition 4.4b can be
closed.

CAR Status:

CLOSED

Follow-up Actions (if app.):

CAR 02/07 — By the year 3 annual audit, Al-Pac shall have
incorporated method(s) into the SEIA that will allow the SEIA
to be used to assist with the selection of the desired
management option during forest management planning.

Conditions 6.4c Reference to Standard: 6.4.2 and CAR 6.4a

Nonconformance | In preparation for the original assessment of the Al-Pac Forest, the
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Major Minor X | Company, and ENGO collaborators prepared a protected-area gap
analysis of the Forest'. The original assessment noted that the gap
analysis described two divergent views on adequate protected area
relative to Criterion 6.4. One view, held by the Company (and referred
to as Option 60) proposed that 476,013 ha be identified for immediate
deferral. The other view, favoured by the ENGO co-authors of the gap
analysis identified 1,057,487 ha for deferral.

CAR 6.4a of the original assessment required that Al-Pac obtain an
independent review of the draft gap analysis and the relative
effectiveness of the options laid out within the document for achieving
effective ecosystem representation with a specific focus on addressing
the effectiveness of representation for ecosystems found within the
Athabasca and Clearwater river valleys.

The first annual audit reported that Al-Pac commissioned the
independent review” required by CAR 6.4a and that the review was
thorough and wel |l considered. Th
alternative is generally more consistent with the guidelines and desired
outcomes of FSC certification.”
the Company has become obligated to meet the requirements of CAR
6.4c.

Corrective Action Request:

If the results of the independent review of the Gap Analysis show ineffective representation,
based on further consultation with stakeholders (e.g. NGOs, other quota holders and
government), Al-Pac shall develop a strategy to achieve more effective ecosystem
representation within the FMA.

Timeline for conformance: By the end of Year 2 of certification

Evidence to close CAR: The CAR has several distinct aspects:

A. Further consultation with other stakeholders is required in
the development of the strategy.

B. The strategy should be intended to achieve more effective
ecosystem representation.
intended to require that representation beyond Option 60
be pursued.

C. The strategy should be intended to achieve more effective
representation within the FMA.

The company has prepared a *
Ef fective Ecosystem Represen
elements:

1. Defer all sequencing of wood in Option 60.

2. Interim deferral of additional planning in harvest units north

! Alberta-Pacific Forest Industries, Canadian Parks and Wilderness Society i Edmonton, and World
Wildlife Fund Canada, November 15, 2004. Identification of Priority Areas for Protection within the Al-
Pac Management Area Based on Ecological Criteria. Draft Report.

% Conservation Biology Institute. 2006. Al-Pac FMA i Adequacy of Proposed Protected Areas to Meet
Requirements for FSC Certification. August 2006.
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of Option 60. The key component of this element is that
“ ARac shall further explore the cut implications of
deferring some of the additional (i.e. non-Option 60 sites
areas).

3. Advance Option 60 towards formal protection through
further government lobbying and government recognition
of value of benchmarks.

4. Advance Option 60 towards formal protection through
further lobbying of effected companies, and stakeholder
recognition of the value of benchmarks.

5. Evaluation of portions of FMU S14 (which abuts the Al-Pac
FMA to the west, the Cold Lake Air Weapons Range
[which abuts the FMA to the southeast] and additional
areas adjacent to the FMA for their potential contribution to
ecosystem representation

6. Conduct cost assessment of trading distant AAC for less
costly sustainable and certifiable sources of wood.

7. Work with Mistik Management (currently undergoing FSC
certification) to assess opportunity to mutually beneficial
representative areas.

Of the seven points listed above, three (numbers 1, 3, and 4)
are based on furthering uptake of Option 60. While these
actions are good and necessary to meet the requirements of
the Criterion, the audit team does not view them as
contributing to meeting any requirement of this CAR, which is
based on “more effective” ec
explained in point B above.

Of the seven points, two (numbers 5 and 7) are based on
attempting to investigate the establishment of protected areas
proximal to, but not on the FMA. Obviously, these points do
not entail increasing protected areas on the FMA. However,
the establishment of protected areas close to the FMA can
increase the proportional protection of ecosystems (enduring
features) which occur on the FMA (as their boundaries extend
beyond the FMA in many cases). The company presented an
analysis of the effect of the creation of a protected area on the
Cold Lake Air Weapons Range (which abuts the FMA) which
showed an increase in protected area representation of many
enduring features which occur on the FMA. Exploration of the
practicality of this notion with the Cold Lake Air Weapons
Range is still in a very preliminary stage.

The company has made significant efforts in exploring deferral
of planning units north of Option 60 (Items 2 and 6). Through
a series of analyses, the company explored 13 scenarios of
deferrals and at present is in discussion with ENGOs
regarding a preferred scenario (referred to as Option 8). The
company as committed to interim deferral of new (i.e. beyond
Option 60) areas identified in Option 8 As the collaborative
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efforts with the oil industry are ongoing and may result in
additional or other deferral candidates, the company has not
yet committed to long-term deferrals of the Option 8 areas.

Although none of the areas identified for deferral in Option 8
were scheduled for harvest in the near future, their longer-
term deferral would remove considerable volumes of wood in
addition to those identified
available harvest area.

The areas involved in Option 8 increase the proportion of
protected/deferred lands considerably from the scenario
initially proffered by the company prior to the 2006
assessment. The company’' s a
the area inside the FMA boundary would have
protected/deferred status and the regional representation
would be increased to 21.5% (protected areas abutting the
FMA are included in this calculation). These numbers are a
marked increase over those in Option 60, although they are
still below the levels identified as preferred by the ENGOs.

The analyses recently undertaken by the company, which
have led to the identification of Option 8 as a preferred
scenario have not yet been shared or discussed with all the
ENGO partners with which the company has been working.

The auditors were presented information describing the efforts
of the Company in engaging quota holders and the
government in the efforts described above. The auditors were
also presented information documenting the efforts of the
company to consult with ENGOs. However, we also heard
consternation from ENGOs over what they perceive as a lack
of collaboration initiated by the Company. ENGOs expressed
concern that the consultative efforts did not include full
collaboration in the development of the strategies, analyses
etc. Clearly the parties involved have different expectations
regarding the adequacy of consultation efforts made to date.

The Company’'s efforts to dat
ecosystem representation has positive aspects. A preliminary
strategy has been developed and detailed analyses of
components of it have been undertaken. However,
consultative efforts related
are nascent and there remain differing expectations (between
the company and the ENGO community) regarding the
preferred level and manner of consultation.

Based on the evidence mentioned above, CAR 6.4c can be
closed. However, additional and ongoing efforts are required
to satisfy the requirements of Indicator 6.4.5 (which addresses
documented support by interested parties in the development

SmartWood Forest Management Annual Audit Report Page 18 of 39




of protected areas). Therefore a new minor CAR (CAR 03/07)
is identified.

Finally, we note that Observation 02/07 suggests that the
Company assess the practicality of advocating protected area
status to all or some portions of the Crooked lake watershed.
This is noted here to point out one possibility for broadening
the Company’'s protected area

CAR Status:

Closed

Follow-up Actions (if app.):

Minor CAR 03/07: By the next annual audit, Al-Pac shall have
continued to work in consultation with ENGOs and other
interested parties in identifying and implementing protected
area strategies for the Forest and shall have documentation
demonstrating support from interested parties.

Conditions 6.5 Reference to Standard: 6.5.1

Nonconformance | During the original assessment, the assessment team observed that the

Major Minor X

primary means of managing slash was piling into windrows. This gave
the team the visual impression that there was significant cumulative loss
of productive land.

Corrective Action Request:

Al-Pac shall revise its OGRs and implement practices to reflect the NBS requirement for slash
management specifically to minimize the loss of productive land and be consistent with the
guidance provided in the 2004 FMP that the distribution of slash and coarse woody debris
should resemble undisturbed forest conditions.

Timeline for conformance:

By the end of Year 2 of certification

Evidence to close CAR:

A-Pac provided evidence eASRDN
standards for slash management, which suffice to meet the
intent of the indicators related to this concern. Al-Pac has
produced its own Reclamation Handbook which contains
direction exceeding the requirements of the ASRD standards.
The company directs that operations either spread slash out
across the cut in a manner that does not impede regrowth, or
burn slash. Both methods, when implemented appropriately
will manage the loss of productive land. The company also
provided evidence of the inspections which are carried out to
ensure appropriate implementation of the measures. Field
inspections showed effective use of piling and burning of
slash.

CAR Status:

CLOSED

Follow-up Actions (if app.):

None

Conditions 9.1a Reference to Standard: 9.1.17 9.1.3

Nonconformance | The original assessment of HVFs for the Forest identified values likely to
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Major MinorX |be considered to be
communities (Category 5) and
cultural identity(Category 6). However, at the time of the report (summer
2004), the authors had not been able to meet with many First Nations

because they were reluctant to participate in that study in advance of Al-

Pac’

S

fundament al
“cri

consultation wit hcatiorhpeoogessa b o u

Corrective Action Request:

Al-Pac shall complete the assessment of Category 5 and 6 HCVSs, including consultation with
Aboriginal and non-aboriginal people and external peer review, and integrate those values with
the Category 1 through 4 HCVs to provide a concise statement of HCVs on the FMA.

Timeline for conformance:

By the end of Year 2 of certification

Evidence to close CAR:

Al-Pac has produced a background document which lays the
groundwork for addressing this CAR. The most significant
parts of the document a) identify the information collection
methods which the company employs for interacting with
Aboriginal and non-Aboriginal communities, and b) outline a
Strategy Development Plan to build on its traditional land use
information collection and management processes, and
ultimately identify areas of cultural significance to Aboriginal
people and communities within the FMA area. This Strategy
Development Plan is intended to provide a course through
which identification of Category 5 and 6 HCVs will be
completed.

The efforts which Al-Pac has undertaken so far do not suffice
to meet the requirements of the CAR. Partly through a

mi sunderstanding of the inte
efforts have been more preliminary than necessary to fully
address the CAR. The compan

scoping the issue and identifying remaining steps. Sincere
efforts have been made and a commitment to seeing the plan
to completion is evident. However, because the efforts
undertaken to date have not resulted in a completed
assessment of Category 5 and 6 HCVs as required by the
CAR, the CAR cannot be closed and is raised to a Major CAR.

CAR Status:

OPEN

Follow-up Actions (if app.):

Major CAR 9.l1a: Within 6 months, Al-Pac shall complete the
assessment of Category 5 and 6 HCVs, including consultation
with Aboriginal and non-aboriginal people and external peer
review, and integrate those values with the Category 1
through 4 HCVs to provide a concise statement of HCVs on
the FMA.

Conditions 9.1b Reference to Standard: 9.3.1-9.3.3

Nonconformance | Atthe time of the assessment, the company had not developed
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Major Minor X | complete plans for the management and protection of the identified

HCVs.

Corrective Action Request:

Al-Pac shall identify and begin to implement specific management strategies that will be
implemented to protect the identified attributes in each High Conservation Value Forest.

Timeline for conformance:

By the end of Year 2 of certification

Evidence to close CAR:

The company has completed a document providing an
overview of management strategies for the identified HCVs on
the Forest. For each of the HCVs the document contains a
recap of the rationale for its designation brief explanations of
the management strategies for protecting the values.
Discussions with company staff and additional documentation
verified the efforts being undertaken.

The management efforts being undertaken are appropriate for
the HCVs. Notwithstanding this assessment, we re-iterate
concerns expressed in the 2006 audit regarding woodland
caribou, which are an HCV. The continued industrialization of
muchof A-kPac’ s F MA {gding expagsion af the oil
and gas industry does not bode well for the continued
existence of caribou on the FMA. Even as Al-Pac implements
measures to operate on the forest in a way that is sensitive to
the habitat requirements of caribou, these efforts may be
overwhelmed by the development and expansion of the oll
and gas industry, to the detriment of caribou. We note that,
FSC Canada is presently seeking response to a discussion
paper aimed at generating suggestions as to how FSC might
become most effectively engaged on this issue. There is an
expectation amongst FSC advocates that certification will
effectively address concerns with respect to caribou
management in those areas where forest management
licences overlap with caribou range. The implications of
ongoing discussions could be significant for Al-Pac.

We note that because the assessment of Category 5 and 6
HCVs is not yet complete, the company has obviously not yet
been able to document the management strategies for HCVs
from these two categories. For this reason, the CAR cannot
be closed and is raised to a Major CAR.

CAR Status:

OPEN

Follow-up Actions (if app.):

Major CAR 9.1b: Within 6 months, Al-Pac shall identify and
begin to implement specific management strategies that will
be implemented to protect the identified attributes in each
High Conservation Value Forest.
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2.5. New Corrective Actions Issued as a Result of this Audit
Major CARs

This audit found that three previously-identified CARs could not be closed and they are
therefore raised to Major CARSs:

Condition 4.4a Reference to Standard: 4.41-4.47
Non-conformance | Three items were required to meet the original CAR, Al-Pac satisfied
Major X | Minor only one of the three (Establishment of a new or improved process for

broad public input into the forest management plan). Although all three
items are mentioned in the CAR below, the remaining un-addressed two
items are the two last ones (document input provided and address
significant information or concerns about the 2004 FMP).

Corrective Action Request:

Al-Pac shall:

- Establish a new or improved process for representatives of Aboriginal communities,
interested public groups and organizations, contractors, ENGOs, the public and others to
provide significant input into forest management planning for the FMA, either by re-organizing
and reforming the Task Force, or by creating new public participation initiatives;

- Document the input provided about the Forest Management Plan, including the Timber
Supply Analysis, through this new or improved public participation process; and,

- Address any significant new information or concerns about the 2004 Forest Management
Plan, including the Timber Supply Analysis, identified through this public participation process.

Timeline for conformance: Six months from finalization of this report.

Evidence to close CAR: Pending

CAR Status: OPEN

Follow-up Actions (if app.): | Major CAR Verification Audit

Condition 9.1a Reference to Standard: 9.1.1-9.1.3

Non-conformance | The efforts which Al-Pac has undertaken so far do not suffice to meet

Major X | Minor the requirements of the CAR. Partly through a misunderstanding of the
intent of the CAR, the company’s
than necessary to fully address the CAR.

Corrective Action Request:

Within 6 months, Al-Pac shall complete the assessment of Category 5 and 6 HCVs, including
consultation with Aboriginal and non-aboriginal people and external peer review, and integrate
those values with the Category 1 through 4 HCVs to provide a concise statement of HCVs on
the FMA.

Timeline for conformance: Six months from finalization of this report.

Evidence to close CAR: Pending

CAR Status: OPEN

Follow-up Actions (if app.): | Major CAR Verification Audit
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Condition 9.1b Reference to Standard: 9.3.1-9.3.3
Non-conformance | This CAR required the implementation of management strategies for

Major X | Minor HCVs. Because identification of Category 5 and 6 HCVs has not been
completed (as per CAR 9.1a), all the requirements of this CAR have not
been addressed.

Corrective Action Request:

Within 6 months, Al-Pac shall identify and begin to implement specific management strategies
that will be implemented to protect the identified attributes in each High Conservation Value
Forest.

Timeline for conformance: Six months from finalization of this report.
Evidence to close CAR: Pending

CAR Status: OPEN

Follow-up Actions (if app.): | Major CAR Verification Audit

Minor CARs

As noted in Section 2.2, CAR 01/07 was issued as a result of the Major CAR verification
completed in June 2007. The other CARs noted below are issued as a result of the findings
of this audit.

CAR 01/07 Reference to Standard: Criteria and indicator 6.6
Non-conformance | This CAR arises out of the assessment of the Major CAR 01/06. The
Major Minor X | Verification audit for that CAR was conducted in June of 2007.

Al-Pac has not demonstrated a continual reduction of chemical use with
an eventual goal to their complete phase-out over time or provided a
rationale showing that chemical use is essential and that non-chemical
uses are not available, ineffective, or prohibitively expenses. In 2006,
herbicide use exceeded the baseline and has increased significantly
since 2002. Al-Pac predicts herbicide use will continue to increase to
2008.

Corrective Action Request:

Al-Pac shall demonstrate that a continual reduction of herbicide use compared against the
established baselines, both in forestry and roadside weed programs, can be achieved on the
FMA, or a rationale for continued use, consistent with the provisions of Indicator 6.6.3 shall be

provided.

Timeline for conformance: Prior to next annual audit
Evidence to close CAR: Pending

CAR Status: OPEN

Follow-up Actions (if app.):
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CAR 02/07 Reference to Standard: Criteria and indicator 4.4

Non-conformance | Inthe assessment of CAR 4.4b in this annual audit it was found that the
Major Minor X | Socio-economic impact assessment does not provide meaningful input
into the assessment of management options for the Forest.

Corrective Action Request:

Al-Pac shall have incorporated method(s) into the SEIA that will allow the SEIA to be used to
assist with the selection of the desired management option during forest management
planning.

Timeline for conformance: By the next annual audit

Evidence to close CAR: Pending

CAR Status: OPEN

Follow-up Actions (if app.):

CAR 03/07 Reference to Standard: 6.4.5
Non-conformance | In the assessment of CAR 6.4c in this annual audit, it was found that the
Major Minor X | ongoing consultative efforts are required to satisfy Indicator 6.4.5 as the

company and the ENGO community work to develop and implement
protected area strategies for the Forest.

Corrective Action Request:

Al-Pac shall have continued to work in consultation with ENGOs and other interested parties in
identifying and implementing protected area strategies for the Forest and shall have
documentation demonstrating support from interested parties.

Timeline for conformance: By the next annual audit

Evidence to close CAR: Pending

CAR Status: OPEN

Follow-up Actions (if app.):

2.6. New Observations Issued as a Result of This Audit

OBS 01/07 ‘ Reference Standard & Requirement: CAR 4.4a

The assessment of CAR 4.4a in this annual audit noted that the public participation strategy
and the terms of reference for the LAG could be strengthened by including addressing conflict
of interest and dispute resolution.

Observation: Observation 01/07: The terms of reference for the LAG should be amended to
include a clause on conflict of interest.
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OBS 02/07 Reference Standard & Requirement: 9.1

Through the review of Observation 9.1 from the original assessment it was found that
additional consideration of the Crooked Lake watershed candidate protected area could be
useful.

Observation: Al-Pac should assess the practicality of developing prescriptions which
safeguard important aspects of the Crooked Lake Watershed while permitting forestry
operations. Al-Pac should also continue to consider the practicality of advocating protected
area status to all or some portions of the watershed as part of its protected area strategy

2.7. New Notes Issued as a Result of This Audit

The following notes are provided in this audit.

Note 01/07 ‘ Reference Standard & Requirement: 3.1.2

Assessment of the measures implemented to address Condition 3.1b identified the need to
continue to engage Aboriginal groups in forest management planning.

Note: Future annual audits should check to ensure that Aboriginal groups have continued to
verify that their interests have been incorporated into forest management planning.

Note 02/07 Reference Standard & Requirement: 3.1.2

Assessment of the measures implemented to address Condition 3.1b identified the need to
ensure that any newly autonomous Aboriginal groups should be engaged in the forest
management process.

Note: Once the Treaty Land Entitlement process has been completed (estimated for mid 2009)
future annual audits should check if additional agreements are required with those Aboriginal
groups that are newly autonomous.

Note 03/07 Reference Standard & Requirement: 4.4.1 —4.4.7

In reviewing Condition 4.4a in this audit, we note that the next review of Principle 4 should
include more direct interaction with members of LAG and other stakeholders.

Note: During the next annual audit (2008) the CES and LAG should be reviewed for

compliance with Criterion 4.4. This review should include interviews with members of the LAG
and other stakeholders.

3. AUDIT PROCESS

3.1. Auditors and qualifications:
Chris Wedeles — Chris is a wildlife biologist specializing in the relationship between forest

management and wildlife ecology. Chris has been a professional consultant since 1986 and
for the last ten years has been a partner in ArborVitae Environmental Services Ltd. In his
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consulting career Chris has worked on forest-related projects in every province in Canada.
Chris has led or participated in approximately 35 audits and assessments of the management
of tenured forest areas in Canada. Other recent relevant experience includes: being a
technical writer in the development of the FSC National Boreal Standard (NBS), participating in
a project to assess the wood-supply and ecological effects of the NBS, co-authoring
comprehensive technical reports dealing with effects of forest management on songbirds, old
growth management, and effects of roads in managed forests in Canada. Chris is currently
working on a document related to the ecological effects of boreal forest fragmentation.

Tawney Lem - Tawney is an assessor focused on Indigenous Peoples and socio-economic

issues. She has been contracted by SmartWood on 19 pre-assessments, assessments,

annual audits, pre-condition verification audits and gap analyses in BC, Alberta and Manitoba.

Tawney is an independent consultant providing policy development and analysis services in

the areas of governance and land use. Tawney also coordinates public consultation
processes for community devel opment projects.
University of British Col umbi a, and she has taker

3.2.  Audit schedule
Date Location /Main sites Principal Activities

Oct. 1 -26 Audi t or s’ o] Reviewof documents, scheduling of interviews,
preparation of materials. (CW and TL)

Oct. 29 Travel Travel to Edmonton (CW and TL)

Oct. 30 Al-Pac offices Opening meeting. Interviews with Al-Pac staff and review
of documents (CW and TL)

Heart Lake Interview with Heart Lake First Nation (TL)

Oct. 31 Wabasca Interview with Bigstone Cree Nation and review of

documents (TL)
Fort McMurray

Helicopter flight (CW)

Nov. 1 Al-Pac offices Phone interview with Kikino Metis Settlement (TL)
Interviews with Al-Pac staff and review of documents.
Closing meeting (CW and TL)

Nov. 2 — Dec. Audi t or s’ o] Further review of documents and phone interviews with

17 stakeholders. Report writing (CW and TL)

March/April/08 |Audi t or ' s o | Discussions with company re. initial findings; consideration
of additional evidence; revision of preliminary report.

May 12, 2008 Smart Wood' s| Final report

Total number of person days used for the audit:21

= number of auditors participating 2 times total number of days spent for the audit 9

3.3.  Sampling methodology:

Field work for this audit consisted of an aerial inspection (by helicopter) of the northeast portion
of the FMA. During the 3 hour flight south from Fort McMurray attention was focused on the
following:
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Examining the forest structure in the northeastern portion of the FMA;
Examination of the spatial impacts of the SAGD oil extraction;
Examination of the broad footprint of the oil industry;

Examining for evidence of recreational activities on the Forest; and
Examining the spatial nature of forest management activities.

3.4.  Stakeholder consultation process

: Stakeholder type Stakeholders notified Stakeholders consulted or
(i.e. NGO, government, local .
inhabitant etc.) (#) providing input (#)
First Nations 2 2
Metis Settlements 1 1
Consultant 1 1
ENGOs 5 4

3.5. Changes to Certification Standards

Forest stewardship Boreal Standard
standard used in audit:

Revisions to the standard | [X] No changes to standard.
since the last audit: [] Standard was changed (detail changes below)

Changes in standard:

Implications for FME: Not applicable - no new requirements
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APPENDIX I. List of visited sites (confidential)

FMU

or other Location

Compartment/
Area

Site description /
Audit Focus and Rationale for selection

Field work for this audit consisted of an aerial inspection (by helicopter) of the northeast portion of
the FMA. During the 3 hour flight south from Fort McMurray attention was focused on the following:

Examining the forest structure in the northeastern portion of the FMA,;
Examination of the spatial impacts of the SAGD oil extraction;
Examination of the broad footprint of the oil industry;

Examining for evidence of recreational activities on the Forest; and
Examining the spatial nature of forest management activities.




APPENDIX II: List of stakeholders consulted (confidential)

List of FME Staff Consulted

Name
[Last, First]

Rabik, Brent

Bizon, Cindy
Cardinal, Sandra

Cheyne, Dave
Dawson, Diane
Lindballe, Shawn
Rymer, Kim
Smith, Mathew
Dzus, Elston
Wasel, Shawn

Pope, Don

Thompson, Rob

Title
[Affiliation, if any]

Director, Corporate
Planning

Woodlands
Management Forester

Wildlife Biologist
Wildlife Biologist
Director,

Environmental Sciences

Land Management
Specialist

Silviculture Technician

List of other Stakeholders Consulted

Name
[Last, First]

Gendron, Jim
Walsh, Helene

Henschel, Chris
lacobelli,Tony
Jack Sherman

Organization

[Affiliation, if any]

LAG Facilitator

Canadian Parks
and Wilderness

Society
CPAWS

WWF

Crooked Creek

Conservancy of
Alberta

List of Aboriginal Organizations Consulted

Name

[Last, First]

Organization

[Affiliation, if any]

Contact
[preferably email or phone, if
available; otherwise address |

780-525-8348

780-689-8421
sandra.cardinal@alpac.ca
780-525-8000

780-689-1775
diane.dawson@alpac.ca
780-525-8148
shawn.lindballe@alpac.ca

780-525-8000
780-525-8000
780-525-8000

780-525-8000

780-525-8000

Contact

[preferably email or phone, if
available; otherwise address ]
780-757-0276
780-432-0976

416-484-7727
(780) 675-2930

Contact

[preferably email or phone, if
available; otherwise address ]

Type of
Participation
Notification, interview,
and/or public meeting.

Discussions

Interview
Interview

Interview
Interview
Interview

Interview
Interview
Interview
Interview

Interview

Interview

Type of
Participation
Notification, interview,
and/or public meeting.
Interview
Interview

Interview
Correspondence
Interview/
Correspondence

Type of
Participation
Notification, interview,
and/or public meeting.



Kennedy, Betty Heart Lake First
Nation

Staples, Ken Heart Lake First
Nation

Thompson, Floyd Kikino Metis
Settlement

Yellowknee, Ray Bigstone Cree
Nation

SmartWood Forest Management Annual Audit Report

780-404-3183

780-404-3183
krent@telusplanet.net
780-404-5044

780-891-3836
rayknee @telus.net

Interview
Interview
Interview

Interview
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APPENDIX Ill: Forest management standard conformance (confidential)

The table below demonstrates conformance or non-conformance with the Forest Stewardship
Standard used for evaluation as required by FSC. The SmartWood Task Manager should
provide guidance on which sections of the standard should be evaluated in a particular audit.
SmartWood may evaluate only a subset of the criteria or principles of the standard in any one
particular audit provided that the FME is evaluated against the entire standard by the end of
the certificate duration. Findings of conformance or non conformance at the criterion level will
be documented in the following table with a reference to an applicable CAR or OBS. The
nonconformance and CAR is also summarized in a CAR table in Section 2.4.
conformances identified are described on the level on criterion though reference to the specific
indicator shall be noted. Criteria not evaluated are identified with a NE.

All non-

P&C

Conform
ance:
Yes/No/
NE

Findings

CAR
OBS

#)

Principle 3. INDIGENOUS PEOPLES' RIGHTS

3.1

Yes

Al-Pac has a very good working knowledge of the Aboriginal
groups within and adjacent to the FMA. The company has signed,
or has tabled, agreements with relevant groups to define the nature
and extent of engagement/consultation. Aboriginal groups have
informally indicated that their interests have been incorporated into
planning processes (e.g. no further requests once mitigating actions
have been taken), and some intend to formalize their indication of
acceptance through their internal consultation processes. Al-Pac has
continued to provide an impressive level of support towards to the
capacity of Aboriginal groups to participate in forestry management
and development, and has also been credited by Aboriginal groups
for the level of economic opportunities provided.

3.2

Yes

Al-Pac has been supporting Aboriginal groups in their

documentation of traditional land use interests. When these interests
are communicated to the company, actions are taken to mitigate
impact on the interest. This Criterion is intended to address rights at
a broader scale, however the information being provided to the
company is almost exclusively site specific. Aboriginal groups have
not communicated that AklPac 6 s acti ons have
on their resource or tenure rights. Further assessment of resource

and tenure rights may emerge from the HCVF process.

Two notes have been written to ensure that Aboriginal groups
continue to verify that their interests have been incorporated into
forest management planning, and to check if additional agreements
are required with those Aboriginal groups that are newly
autonomous through the Treaty Land Entitlement process.

3.3

No

Al-Pac has provided support to Aboriginal groups for the
development of their traditional land use studies, and has also been
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mapping sites that are identified during Annual Operating Plan
reviews and the Trapper Notification Program. The company is
utilizing a variety of methods to protect or mitigate potential impacts
on values and sites (e.g. buffers, moving block boundaries). Al-Pac
voluntarily removed proposed operating areas that were within the
Treaty Land Entitlement areas of interest identified by some of the
Aboriginal groups. Aboriginal groups forwarded letters of
acknowledgement to the company for this action.

There was one recorded incidence where a cabin site was identified
for protection, but mistakenly logged. An apology was made and
the cabin owner was compensated.

The Forest Management Plan includes a strategy to address
Historical Resources and Sensitive Sites. Al-Pac has a GIS program
in place that considers forest inventory, elevation and known sites to
model the probability of where additional archaeological sites might
be found. A high probability rating initiatives an archaeological
survey. To date, few findings have been made. The known sites
included in the model were from archaeological investigation
conducted decades ago i likely without the guidance of Aboriginal
groups. As an observation, there is an opportunity to incorporate the
information provided each year by Aboriginal groups (e.g. from
shared land use data or sites raised during the AOP review) into the
model, which may increase the rate of findings.

Indicator 3.3.2 has not been met, as there is no monitoring to
determine the effectiveness of methods of protection/mitigation that
address Aboriginal values. Aboriginal groups expressed the interest
in either participating in the monitoring directly, or receiving
monitoring reports. A CAR has been written for Al-Pac to develop
and implement measures that monitor the impacts over time of
forestry activities on the identified Aboriginal values.

34 Yes Al-Pac has been participating on TEK Standing Committee of the
Cumulative Environmental Management Association (CEMA). The
group is discussing how to incorporate TEK into western science. A
bibliography is being produced that will provide a history of TEK
work done in the area.

To date, Aboriginal groups have not shared any traditional
knowledge (as defined by the Standard) with Al-Pac.

Principle 10. PLANTATIONS

10.1 Consistent with the original assessment, this audit concludes that
10.2 there are no areas within the Al-Pac FMA that meet the criteria for
10.3 Plantations established in the NBS. Therefore, Principle 10 remains
104 | N/A not applicable.

10.5

10.6

10.7

10.8
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APPENDIX IV: Chain of Custody Conformance (confidential)

Definition of Forest Gate: The forest gate is at the mill gate where the wood is transferred from

forest managers to the mill.

Chain of Custody

. Conform Explanatory notes/ CAR or OBS

Criteria
CoC 1: FME procedures shall provide effective APac’'s Lo Inventor Ma
control of forest products from standing timber until ves [X] (LI MS) us egs a “Sour ge |
ownership is transferred at the forest gate. : .
Note: For large landowners, Co ¢ procedures No [] 'Sl'i?és tracks the logs from cutblock to destination
which cover all relevant CoC criteria below shall '
be documented.
CoC 2: FME shall have written procedures for o
handling and controlling risk of mixing certified Yes [X] I:;ei#;%s s%ﬁ:gngl_ssg?ratoecskgs_c ﬁ;rgl;led wood
forest products with non-certified products which No [ ] degiduoug and conifer from its l?ota blzcks - from
originate outside the scope of this certificate. (]| controlled wood q
Note: If no outside wood is handled by FME within N/A :
scope of certificate, mark as NA
CoC 3: A system exists that ensures that FME Yes [X -

. ; i o The LIMS system ensures that certified products
products are rellably_ identified as certified (e.g. No [] are distinguished from controlled and uncontrolled
through documentation or marking system) at the '
forest gate. na [

C0|Cd4: FME shall have fprocedu:jes inztructicfmzfor Al-Pac is marketing only a small percentage of its

including FME FSC certificate code and certifie e : . > o

description of products (e.g. FSC-pure) on sales ves [X] pglp as FSC certified. This pulp is clgarly identified

. ; . with a bale and lot number that links it to a
and shipping documentation (e.g. waybill and No [] g
invoices) certified or controlled wood lot number. So Al-Pac
' N/A [ ]| can track through its computerized production

management system which pulp produced was
sold as certified or controlled.

CoC 5: FME record keeping procedures shall . .

maintain certification production and sales related ﬁgflfsci:gsn?iﬁon\:gllség:i;lEg (S:yCS(t;trinli;/\(ljh;C: d

documents (e.g. harvest summaries, invoices, bills X 9 . .

. . Yes controlled on a monthly basis to establish the
of Iadmg,). Docume_nts are kept in gcentra}l No [ ]| credit of FSC material accumulated. This is
location and/or easily available for inspection. ) '
na [ tra_cked against monthly sales to record an on-

going balance. Records are developed and
maintainedatAkPac’' s Vancouver
information is accessible to staff at the mill.

COC 6: FME has procedures for compiling annual : .

L Al-Pac has a complex tracking system which
report on sales to Smartwood containing monthly Yes X] | tracks incoming vcr))lumes of F%Cycertified and
sales in terms of volume of each certified products No [ ]| controlled on a monthly basis to establish the
to each customer. For small operations copies of credit of ESC material Z\ccumulated This is
invoices/waybills are sufficient. A ] tracked against monthly sales to record an on-

going balance
CoC 7: FME procedures shall ensure that all FME Yes X | The system for use of the FSC/SW trademarks is
use of the FSC/RA trademarks, as well as public . ,
. . e . No [ ]| setoutinA-Pac’ s CoC Procedur
information related to certification is submitted to addresses all off-oroduct use of the ESC lodo. and
SmartWood for review and approval prior to use. NA [] P 90,

the requirement to verify use with certifiers.




APPENDIX V: FSC Annual Audit Reporting Form:

(NOTE: form to be prepared by the client prior to audit, information verified by audit team)
Forest management enterprise information:

FME legal name:

FME Certificate Code:

SW-FM/CoC —

SCOPE OF CERTIFICATE

Type of certificate:

| SLIMF Certificate:

not applicable

FSC Product categories included in the FM/CoC scope

Subclass
= Main Class Sub Class 1 2 or
details
L | Logs/Wood in the rough 0311 - Logs of coniferous wood
|| 3451 - Wood charcoal 34510 - Wood charcoal
: 311 - Wood, sawn or chipped 3110 - Wood, sawn or chipped lengthwise, sliced
|engthwiSE, sliced or pee|ed, of a or peeled, of a thickness exceeding 6 mm);
thickness exceeding 6 mm; railway or railvyay or tramway sleepers (cross-ties) of wood,
tramway sleepers (cross-ties) of hot impregnated
wood, not impregnated
[ ] 312 -Wood continuously shaped 3123 - Wood in chips or particles
along any of its edges or faces; wood
wool; wood flour; wood in chips or
particles
[] Non Wood Forest Products 032 - Natural gums 0322 - chicle,
(Note: when certified multiple ntfp exist, copy
this row below for each product)
[]  other
Total Sales/ Turnover (3.3) US$
Volume of certified product sold as FSC m3
certified (3.2) (previous calendar year)
Value of certified product sold as FSC uUs$
certified (3.2b) (previous calendar year)
FME INFO
Forest zone (2.3)
Certified Area under Forest Type (3.4)
- Natural hectares
- Plantation hectares
- Semi-natural, mixed plantation and hectares
mixed forest
Stream sides and water bodies (2.4) Linear Kilometers

Workers

Number of workers including employees, part-time and seasonal workers:

Total workers (3.6)

workers (of which — provide detail below)

- Local Full time employees (a:b) Male Female
- Non - Local Full time employees (c:d) Male Female
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- Local Part time workers (e:f) Male Female
- Non- local part time workers (g:h) Male Female
Worker access to potable water on the work

site (3.7) [ ]YES [ INO
Full time employees making more than $2 a

day (3.10) [ ]YES [ INO
Number of serious accidents (3.8) per 100 workers

Number of fatalities (3.9) per 100 workers

FOREST AREA CLASSIFICATION

Total certified area hectares

Total forest area in scope of certificate hectares

Ownership Tenure

Management tenure: (3.5)

Forest area that is:

Privately managed (3.5) hectares

State managed (3.5) hectares

Community managed (3.5) hectares

Concession (3.5) hectares

Area of production forests (areas where timber may be harvested) hectares
Area without any harvesting or management activities: strict forest hectares

reserves (2.1)

High Conservation Values identified via formal HCV assessment by the FME and respective areas

Description:

3
Code HCV TYPES Location on FMU

Area (ha)

HCV1 | Forest areas containing globally, regionally or
nationally significant concentrations of biodiversity
values (e.g. endemism, endangered species,
refugia).

HCV2 | Forest areas containing globally, regionally or
nationally significant large landscape level forests,
contained within, or containing the management
unit, where viable populations of most if not all
naturally occurring species exist in natural patterns
of distribution and abundance.

HCV3 | Forest areas that are in or contain rare, threatened
or endangered ecosystems.

HCV4 | Forest areas that provide basic services of nature in
critical situations (e.g. watershed protection, erosion
control).

HCVS5 | Forest areas fundamental to meeting basic needs of
local communities (e.g. subsistence, health).

HCV6 |[Forest areas critical to
cultural identity (areas of cultural, ecological,
economic or religious significance identified in
cooperation with such local communities).

TOTAL HCVF AREA (2.2)

% The HCV classification and numbering follows the ProForest HCVF toolkit. The toolkit also provides additional explanation regarding the
categories. Toolkit is available at http://hcvnetwork.org/library/global-hcv-toolkits.
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Number of sites significant to indigenous people and communities (3.11) |

Highly Hazardous Pesticide Use

FME has a valid FSC derogation for use of a highly
hazardous pesticide

L] YES (if yes, fill in below)

[INO

HH Pesticide Amount used Hectares Treated
(used in the last calendar year) (in liters)
Number of FSC highly hazardous pesticides used in last
calendar year (1.2)
Liters of FSC highly hazardous pesticides (1.1a) liters
Number of hectares treated with FSC highly hazardous hectares

pesticides (1.1b)
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APPENDIX VI: SmartWood Database Update Form

Instructions: For each FSC certificate, SmartWood maintains a Fact Sheet, which includes
important summary information about the certificate. During each annual audit SW auditors
should work with the certificate holder to verify that the Fact Sheet information is up to date as
follows:

1. Print out current Fact Sheet prior to audit from SW website or direct link to fact sheets
(http://www.ra-smartwood.org )

2. Review information with the FME to verify all fields are accurate.

3. If changes are required (corrections, additions or deletions), note only the changes to the
database information in the section below.

4. The changes identified to this form will be used by the SW office to update the database and
communicate these changes to the FSC and other worldwide certification databases.

Is current Fact Sheet accurate and up-to-date? YES [X] NO []
(if yes, leave section below blank)

CLIENT INFORMATION (contact info for SmartWood and FSC website listings)

Organization name
Primary Contact Title
Primary Address Telephone
Fax
Address
Email Webpage
FORESTS
Change to Group Certificate [ lyes [ INo Change in # of total
parcels in group members
Total certified area Hectares (or) Acres

SPECIES (note if item to be added or deleted)

Scientific name Common name Add/Delete
PRODUCTS
Product type Description Add/Delete
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