Timberwest Forest Corp. SFI Survelllance Audit — July 2005

In May, June and July 2005, an audit team from KPMG Performance Registrar Inc. (KPMG PRI) carried out the second
annual SFI surveillance audit of Timberwest's Private Timberlands operations on Vancouver Island, BC against the
requirements of the 2005 - 2008 edition of the Sustainable Forestry Initiative® (SFI) standard. This Certification
Summary Report provides an overview of the process and KPMG' s findings.

Background on Timberwest

Timberwest's private timberland operations are situated on Vancouver
Island, British Columbia, Canada. The operations currently encompass
334,700 hectares (825,000 acres) stretching from the Sooke area in the
south-west to the Campbell River, lying mid-idand, along the east coast.
Much of the land isin relatively large contiguous holdings.

The private forestland is classified as Managed Forest under the British
Columbia Assessment Act (Forest Land) Regulation. These lands are
legislated under the Private Managed Forest land Act, and as such are
currently administered by the Private Managed Forest Land Council. The
Council is a public-private partnership currently under the provincial
government’s Ministry of Agriculture and Lands.

The private timberland operations are managed by the company from two
separate field operations. Oyster River and South Island Timberlands. In
addition, planning and procurement staff and an Integrated Resources
Analysis Section (IRAS) group consisting of scientific experts are located at
the Nanaimo Office on VVancouver Idand.

The private forest lands comprise a mix of old growth and second growth
timber, with second growth making up the majority of the current harvest
(approx. 62% in 2004). The species distribution by area is approximately
63% Douglas fir, 31% hemlock / balsam and 6% other species.

Timberwest’s SFI Certification

Timberwest was first certified to the SFI standard on December 5, 2000. A
re-verification audit was finalized on December 5, 2003 under the 2002-
2004 version of the SFI standard. Since the initial certification, annual
surveillance audits have been conducted by KPMG PRI to assess the
Company's performance under the standard and to review Timberwest's
progress towards implementing corrective action plans devel oped to address
the findings of previous audits. The Company's existing SFI certification is
valid until December 4, 2008. A full re-certification audit to the 2005-2009
version of the SFI standard is scheduled for Fall 2008, prior to the expiry of
the current certification.
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The Audit

Audit Team — This surveillance audit was conducted by Michael Alexaander, RPF,
CEA(SFM), EMS(LA), Andrew Howard, PhD, EMS(A), Chris Ridley-Thomas,
RPBio, CEA(SFM), EMS(LA) and Kerri Brownie, RPF. All team members are
employed by KPMG PRI and have conducted numerous forest management audits
under avariety of standardsincluding SFI, 1SO 14001, CSA Z809 and FSC.

SFI Surveillance Audit — This second annual SFI - audit involved an on-site
assessment of selected elements of the Company's SFI program in conjunction with
KPMG PRI's ISO 14001 re-registration audit of Timberwest's operations, and
included visits to a number of field sites to evaluate the extent to which the
Company's forest management plans and practices continue to conform to the
requirements of the SFI standard.

Audit Objectives
The objectives of the 2005 SFI surveillance audit were to:

Evaluate Timberwest's progress towards implementing the corrective actions
developed by the Company to address the findings of previous audit visits.

Assess the extent to which Timberwest's current forest management plans and
practices continue to conform to the requirements of the 2002-2004 version of the
SFI standard.

Review the Company's progress towards meeting the new requirements included in
the 2005-2009 version of the SFI standard.

Audit Conclusions
The audit found that:

The Company's forest management plans and practices continue to meet the
requirements of the 2002-2004 version of the SFI standard in all material respects.

Timberwest has made adequate progress towards addressing the findings of previous
SFI audits.

The Company has developed and started to implement an action plan to address the
incrementa performance requirements included in the 2005-2009 version of the SFI
standard (NB: Full conformance with the requirements of the 2005-2009 version of
the standard is not required until January 1, 2006).

Good Practices

During the course of the audit, a number of good practices were identified including:

Timberwest has undertaken significant steps to re-organize its business from four
private timberland operations into two operations (South Island and Oyster River)
and to move to a model where 100% of timber harvesting activities are undertaken
by contractor crews while continuing to meet SFI requirements.
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The Company continues to maintain a strong focus on implementing silviculture
systems that are well suited to the stand types and natural disturbance patterns that
are typical of its operations. Timberwest incorporates a significant number of
variable retention (VR) harvest prescriptions into its operations on a site-specific
basis. It is expected that approximately 35% of the harvest will come from VR
blocks over the long term.

Timberwest maintains an aggressive reforestation program, with the large majority
of harvested sites being planted within 1 year of logging.

The Company maintains comprehensive programs to address watershed
management, terrain stability and wildlife management issues through the IRAS
group of scientific experts.

Timberwest is working to improve the yield of its forests through improved growth
and yield information, use of improved seed where possible and late rotation
fertilization of selected stands.

Follow-up on Findingsfrom Previous Audits

The surveillance audit found that Timberwest continues to make adeguate progress
towards addressing the findings of previous SFl audits. All minor nonconformities
identified in the previous periodic assessment were also 1SO 14001 non-conformities and
have been addressed through the 1SO 14001 action planning process. Most of these
action plans had fully addressed the issues identified and the nonconformities were
closed. The action plans to address 5 of the minor nonconformities identified, however,
were found to be implemented as planned, but this assessment identified similar issues
and therefore, these nonconformities remain open. The 2006 surveillance audit will
evaluate the extent to which these issues have been addressed by Timberwest.

New Areas of Nonconfor mity

The 2005 SFI surveillance audit of Timberwest's private timberlands operations did not
identify any major non-conformities, indicating that the Company's SFI program
continues to be effectively implemented. The audit did, however, identify a tota of 8
new minor non-conformities related to requirements of Timberwest's 1SO 14001
environmental management system, which were also related to SFI requirements. These
nonconformities related to weaknesses in the implementation of the operation's
procedures for: (1) internal audits, (2) evaluating the effectiveness of corrective and
preventive actions, (3) road construction and maintenance, (4) emergency preparedness
and response and (5) housekeeping on some recently active cutblocks. There were also 2
minor nonconformities identified which related to weaknesses in the Company's wood
procurement program relating to two new requirements of the 2005 SFIS (NB: Full
conformance with the requirements of the 2005-2009 version of the standard is not
reguired until January 1, 2006).

New Opportunitiesfor Improvement

The following new SFl-specific opportunities for improvement were identified during the
2005 surveillance audit related to the determination of the private timberlands long term
harvest level (LTHL):
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For modeling purposes, it is assumed that all fir leading stands were regenerated as
85% Douglas-fir using improved seed. While this seems to be a reasonable
assumption, the program does not specifically monitor this key assumption over time
to ensure that regenerated stands continue to meet this criteria throughout the
rotation.

Under the 2.5 million m3 harvest level reflected in Timberwest's Long-Term Harvest
Level Analysis - 2004 that was reviewed in this audit, deer winter range is shown to
decline to a minimum of 20,000 ha after 35 years of harvesting and then slowly
increases for the next 30 years. There is no long-term monitoring or research
program to determine if the decline in deer winter range shown in the final 30 years
of figure 8 represents a long-term biodiversity concern.

The net volumes are compiled using a 17.5 cm dbh utilization level. No waste
surveys are done to reconcile this assumption with actual practice, however,
scale/inventory comparisons have been made in the past to check this assumption.
This type of comparison has not been done for the past several years and since the
pulp market is presently poor, there is currently a tendency to leave higher waste
levels. Regular monitoring and measurement of utilization is required to more
accurately reconcile actual versus model-generated yields.

There were also 5 other opportunities for improvement identified which were SO 14001
related SFl elements. These opportunities for improvement are being addressed through

the Timberwest 1SO 14001 registration process.




