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Both Tolko Industries Ltd. and Footner Forest Products Ltd. are continually seeking ways
to improve our environmental performance and welcome input from members of the
public.

If you would like to provide input or comments on this Annual Report,
please feel free to contact:

Jeremy Beal, RPF
DFMP/SFM Coordinator
Tolko Industries Ltd. & Footner Forest Products Ltd.

Address:
Tolko Industries Ltd., High Level Lumber Division
11401 92" Street High Level, AB
TOH 120

Phone: (780) 926-8918 (office) or (780) 926-1204 (cell)
(790) 926-4919 (fax)

Email: info@highlevelwoodlands.com

Website: www.highlevelwoodlands.com
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INTRODUCTION

As part of our commitment to communicate our environmental performance to our employees, the public,
and other stakeholders, Tolko Industries Ltd. (High Level Lumber Division) and Footner Forest Products
Ltd. (FFP) (hereby referred to as "the Companies") have developed this Annual Performance Report (Part
1 of 2) for the 2007-08 reporting period (May 1, 2007 to April 30, 2008). Part 2 of this Annual Report will
be available by April 2009 following data analyses required to determine whether the remaining
Indicators & Targets (and/or thresholds) have been achieved by the companies.

Annual reporting of our progress in meeting the commitments outlined in both the SFM Plan and DFMP is
consistent with the requirements of the CSA 7809:02 standard as well as Alberta where deemed
appropriate. Unless otherwise indicated, the commitments outlined in this Annual Performance Report
were implemented effective May 1, 2003 to align with the approval of our Detailed Forest Management
Plan (DFMP) and the initiation of our CSA certification process.

In this document the Commitment #, Indicator, Target and Performance are identified in the main table
with data Tables and Figures located in the Appendix section. In cases where targets may not have been
achieved the companies have outlined shortcomings, future plans, and corrective action plans that have
or will be implemented to ensure that we achieve our targets and the commitments made to our
shareholders, staff, stakeholders, and the general public.

An SFM Monitoring Summary of all performance highlights will be available following completion of Part 2
of the Annual Performance Report.

The 2007-2008 Annual Performance Report and the 2007-2008 SFM Monitoring Summary will be
available for viewing on our website, www.highlevelwoodlands.com, under the Sustainable Forest
Management Plan tab.

The following commitments will be reported in Part 1 and 2:

Part 1 Part 2
#3: Area of Ecological Significance #1: Adherence to Spatial Harvest Sequence
#8: Wildlife Zones #2: Covertypes
#9: Orchard Stock #4: Age Class Distribution
#11: Areas of Biological Significance #5: Habitat Availability
#12: Watt Mountain Natural Area #6: Vertical and Horizontal Retention
#16: Rutting Disturbance #7:. Coarse Woody Debris
#17: Soil Productivity #10: Compliance with Seed Zones
#19: Buffer Zone Compliance #13: Volume from Budworm Areas
#24: Cut Control #14: Salvage from natural disturbance
#25: Historical Resources #15: Road Disturbance
#26: Landbase to incorporate aesthetics #18: Water Resources — Adherence to SHS
#27: Stakeholder input #20: Watercourse Crossings
#28: Opportunities #21: Reforestation Activities
#29: Business & Wood Supply Agreements #22: Area identified as being Sufficiently Stocked
#30: Aboriginal Consultation #23: Forested area on Defined Forest Area
#31: Public Participation *QOther Commitments as outlined in the 2003
#32: Forestry Awareness Detailed Forest Management Plan
February 2, 2009 2
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Tolko Industries Ltd., (HLLD) and Footner Forest Products Ltd. 2007-2008 Annual Performance Summary, PART 1/2

Commitment # Indicator Target Performance
3 Area (ha) removed from the Peace River islands and Removed from landbase in Forest Management Plan
productive landbase to incorporate Ponton River corridor (2003)
areas of ecological significance. removed from the gross No activities within these areas in the 2007-2008 reporting
landbase during calculation of period
the AAC during the 2003 VOIT was amended for the 2008 version to allow
DFMP. opportunity for additional areas on the landbase that meet
Allowance for other areas to criteria to potentially be removed from the net landbase in
be proposed for removal in the the next DFMP
next DFMP.
No variance is acceptable.
8 ASRD approved operational plans ~ 100% compliance with operational During the 2007-08 operating season the companies
in critical wildlife zones plans continued with the single document Caribou Protection
Area (CPA) and Ungulate Winter Range (UWR) Plan
submission to ASRD to highlight operations and activities
that would take place in these critical wildlife zones on the
DFA.
In 2007-08 operations occurred in the CPA in Bistcho 2,
Bassett 4, Rainbow 5, Steen 1, Steen 2, Steen 6, and Zama
3. Operations within the UWR occurred in Hay 1, Negus 1,
Negus 3, Steen 1, Steen 2, Wabasca 1 and Watt 1. Tolko
Industries Ltd. was in all the aforementioned
compartments except Wabasca 1. La Crete Sawmills was
in Wabasca 1.
There were no infringements on any of these critical
wildlife zones by either company during their operations in
2007/08.
9 The amount area (ha) planted with  <25% (+/-5%) of the area No orchard stock was used during the 2007 planting
seedlings from orchard stock. harvested in the DFA will be season
planted with seedlings from Tolko continues to source seedlings from seed harvested
orchard seed. from various areas of the defined forest area thereby not
requiring to source any seedlings grown from orchard
stock
11 Final Harvest Plans (FHP) which 100% compliance with strategies During the 2007-2008 harvest season, no activities

identify protection mechanisms for
areas of biological significance.

outlined in FHPs to protect areas of
biological significance.

occurred in proximity to areas of biological significance
that would have required special protection strategies

February 2, 2009
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Commitment #

Indicator

Target

Performance

12

Annual Operating Plans which
outline operational strategies to
mitigate impacts to Watt Mountain
Natural Area (WMNA).

100% compliance with strategies
outlined in AOPs for WMNA to
protect areas of biological
significance.

During the 2007-2008 harvest season, there were no
harvesting and/or silvicultural operations near the Watt
Mountain Natural Area.

16

Rutting Disturbance

Rutting should not exceed 2% of
the total area harvested

The Companies monitor performance for this indicator
through the Accident Incident Investigation Form (AIIF) if
there is an occurrence of rutting.

Furthermore any incidents of rutting during the 2007-08
harvest season would also be documented through
Environmental Incident Reports (EIR's).

There were no incidents of rutting reported for the 2007/08
operating season.

17

Soil Productivity

Timber productivity in managed
stands is equal to or greater than
unmanaged stands.

Until Growth and Yield program provides results from
remeasures of established plots, performance will be based
on establishing plots.

During the 2007 field season there was 35 Permanent
Sample Plots (natural stands) and 28 Plantation Permanent
Sample Plots (managed stands) established.

This was the 2nd year of establishing permanent plots.

19

Amount of area and forest cover in
riparian zones along watercourses

100% compliance with approved
riparian buffers as outlined in an
approved AOP

See Appendix, Table 1: illustrates the number of blocks
harvested by each of the individual operators and the
number of non-compliances.

During the 2007-08 reporting period, there were 5
incidents of buffer zone infractions related to harvesting
and scarification activities. For each of the incidents the
Environmental Management System recorded the incident
and action plan to be initiated.

Corrective Action Plans were developed that included, (a)
provide further instruction to layout crews and harvesting
crews prior to 2008/2009 operations, and (b) initiated
program for all feller bunchers and front line CATs to be
equipped with real-time GPS equipment.

Corrective Action Plan is Complete

24

Volume (m3) harvesting during the
5-year cut control period

Harvest the approved AAC (+/-
10%) over the 5-year cut control
period

See Appendix, Tables 2 and 3
FMA Holders:
o0 For 2003-2008 Tolko produced 5,376,946 m3.
This is >10% below the target. For 2003-2008

February 2, 2009
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Commitment # Indicator

Target

Performance

FFP produced 2,188,581m3. This is also >10%
below the target.

0 The companies will apply to the gov’t to carry
forward the under production to the next
Quadrant (2008-2013).

0 Both companies were trying to harvest their AAC
however production at facilities (due to retrofits,
etc.) was not requiring the volume during this
period.

The attached table 3 also outlines the Quadrant
productions for all embedded Quota Holders on the FMA:
0  There has been limited activity by the quota

holders on the FMA due to current economic
conditions in the forest industry. All quotas are
currently below volume targets.

0 Note: Precision Lumber became under
receivership protection in Q3-2008.

25 Compliance with the Historical
Resources Act

100% compliance with the
Historical Resources Act

Historical Resources Screening conducted by Alberta
Western Heritage

Fieldwork occurred September/October 2007

Based on findings, all operations were in compliance with
Historical Resources Act

26 Area (ha) removed from Ponton River Corridor and Peace Removed from landbase in Forest Management Plan
productive landbase to incorporate  River Islands removed from the (2003)
aesthetics productive landbase during the No activities within these areas in the 2007-2008 reporting
calculation of the AAC period
27 Forest Management Plans (FMP) Reasonable efforts have been made Communication module on the companies Environmental

which incorporated the needs of
other stakeholders

to incorporate the needs of other
stakeholders in FMPs

Management System website has records of all
communications with stakeholders including: Oil and Gas,
trappers, First Nations, Recreation groups, general public
and Loggers

Depending on nature of communication, notifications were
provided to staff to act on item

Letters accompanying forest management plans were sent
to all First Nations requesting their comments and their
availability for consultation, if required.

Open houses were held in First Nation communities and
also in High Level, Rainbow Lake, Zama City, LaCrete
and Fort Vermilion

February 2, 2009
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Commitment # Indicator

Target

Performance

28 The number (reported as %) of
business and employment
opportunities given to local
employers and/or citizens

The target is to have >80% of the
contracts administered by the
companies on the DFA completed
by local businesses

See Appendix, Table 4
Administration of contracts is sub-totaled by company, and
then both results are combined. Overall meeting target.
o0 Note: Silviculture contracts for Tolko do not
include Tree Nurseries as this service is currently
not available locally.

29 The number of Business and Wood
Supply Agreements (WSA) with
local tenure holders and processing

100% adherence to contractual
obligations and agreements

Tolko reports 100% compliance with contracts. The
following are listing of tenure holders and processing
facilities that showed activity in the harvest period with

facilities regards to agreements held with Tolko.
0 Tolko Industries Ltd. (HLLD)
LaCrete Sawmills Ltd.
Precision Lumber Products Inc
Little Red River Cree Nation
Crestview Sawmills Ltd
Footner Forest Products Ltd. had limited harvesting
activity during the reporting period and the processing
facility closed in January 2008. At the time of curtailed
operations the company had agreements with:
0 LaCrete Sawmills Ltd.
o0 Little Red River Cree Nation
0 Dene Tha First Nation
0 Paddle Prairie Metis Settlement
0 Netaskinan Development Corporation
0 Ridgeview Mills Ltd.
0 Precision Lumber Products Inc.
30 Percentage of aboriginal The Companies will seek input For the 2007-2008 Harvest Season, the companies

communities that are consulted
annually regarding operations

and/or representation from each of
the Aboriginal communities
affiliated with the North Peace
Tribal Council and Paddle Prairie
Metis Settlement regarding
operational planning and/or
participation in advisory groups.
No variance is acceptable.

continued to conduct open houses at FN communities in
order to discuss the proposed plans and understand FN
concerns to be addressed in the plans. The following is the
attendance in the various FN communities.
0 Beaver First Nation (2)
Chateh (3)
Garden River (6)
North Tall Cree (1)
South Tall Cree (1)
Paddle Prairie (0)
John D’Or Prairie (0)
Fox Lake (0)

OO0OO0OO0OO0OO0O0
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Commitment # Indicator

Target Performance

o Bushe River (1)
0 Meander River (8)

31 The number of different
opportunities and mechanisms for
public input and the level of
participation in each component

The companies will implement a Mechanisms for public participation:

number of mechanisms for public 0 Public Advisory Committee supported by
participation according to the CSA companies

Z809-02 guidelines Special Speakers (3). Gord Court

(Provincial Wildlife Status Biologist),
Mark Stevens/Marcel LeCoure (Tolko),
Tim Vinge (EMEND study)
0 1 Field Tour offered to EMEND study area
0 Open Houses in High Level, Rainbow Lake, Fort
Vermilion, LaCrete, Zama City, in addition to
what is reported under Commitment 30
0 Maintaining Website,
www.highlevelwoodlands.com, see Appendix,
Figure 1 for website statistics.
Over the reporting period from May
2007 to April 2008 there appears to be a
greater # of Unique Visitors visiting the
website. It can be assumed that through
newspaper ads advertising the website,
interest in the Boreal forest, people
viewing our plans, and closure of FFP in
January 2008 increased visitors to the
site.
Repeat visitors reached a peak in August
2007 about the time when the public had
access to company plans on the site.
Then declined during the remainder of
the reporting period mainly due to the
number of unique visitors increasing
which decreased the % of repeat users.
Overall the % of repeat users stayed
above 22.5% during the period.
0 Newspaper articles and Ads

February 2, 2009
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Commitment #

Indicator

Target

Performance

32

The number of different
opportunities and mechanisms
used to increase awareness of
forestry

Continual improvement in the
number of mechanisms used

To address a concern identified by the Public Advisory
Committee (PAC) regarding accessing forestry-related
information, the Companies have continued utilizing a
"clipping" service.

For 2007-08, the number of articles being distributed have
been the following:

0 6 (May), 3 (June), N/A (July - no articles
pertaining to forestry in National Post), 1 (July), 1
(August), 4 (September), 7 (October), 4
(November), 5(December), 2 (January08), 3
(February), 0 (March), 6 (April)

See Appendix, Table 5

0 Table shows performance for the 5 most recent
reporting periods.

0 The companies had 18 mechanisms in 2007-2008
that reflects the curtailment of operations at FFP:
less forestry staff to conduct School
Presentations, Forestry Tours and attending
Career Fairs.

0 Tolko will consider revising this Indicator for the
2009 Version of the SFM Plan in order to make it
more measureable.

February 2, 2009
PART 1 of 2




b b |
2007-2008 Annual Performance Report H
LKO port =1

INDUSTRIES LTD.
Footner Forest Products Ltd.

Appendix

February 2, 2009
PART 1 of 2



)b )
2007-2008 Annual Performance Report a
JOLKO port =1

INDUSTRIES LTD.
Footner Forest Products Ltd.

Table 1. Blocks harvested and the number of buffer infractions during the 2007-2008 harvest season.

Compan Number of Harvest Occurrences of Buffer
pany JANGES Infractions

Tolko Industries Ltd. 222 5
Footner Forest Products Ltd. - -
LaCrete Sawmills Ltd. 46 0

Precision Lumber Inc. - -
Ridgeview Mills Ltd. - -

Che K'Li Enterprises Ltd. - -
Dasihowa-Marubeni International Ltd. - -
Netaskinan Development Corp. - -
Totals 268 5

Table 2. Periodic cut control volume (m’), (FMA Holders) quadrant
2003/08.

2003/04 2004/05 2005/06 2006/07 2007/08 Total
S Quadrant Target FFP 701,357 701,357 701,357 701,357 501,357 3,306,785
Production to Date 370,667 “* 492,869 651,913 " 516,853 156,279 " 2,188,581 2
F26 Coniferous Quadrant Target Tolko 1,117,484 1,117,484 1,117,485 1,367,485 | 1,367,485 6,087,423
Production to Date 880,550 ** 1,112,198 | 1,087,368°% | 1,294,029% | 1,002,801 ™ | 5,376,946 ™

a1 Quadrant target increased due to increase in AAC for 2006/2007 and 2007/2008 seasons (AAC set at 1,450,000m°/yr)

4 7,929m?, and % 7,096m® of deciduous volume was charged to the FMA for 2003/04, and 2004/05 for in block structure retention and are included in the totals
¢! 11,635m°, and ® 14,353™ of conifer volume was charged to the FMA for 2003/04, and 2004/05 for in block structure retention and are included in the totals
f117,981m°, and % 9,876m? of deciduous volume was charged to the FMA for 2005/06, and 2006/07 for in block structure retention and are included in the totals
9t 23,021m®, and % 16,206m?® of conifer volume was charged to the FMA for 2005/06, and 2006/07 for in block structure retention and are included in the totals
M 21,327m® of conifer volume was charged to the FMA in 2007/2008 due to a change in utilization standards from 15/11 to 15/13. Tolko still needs to reconcile
structure retentions for the 2007/2008 operating season

M2.710,477m® conifer volume undercut in quadrant period covering 2003/08. Will be carried over to next cut period 2008/13

fl FFP still needs to reconcile structure retention volumes for the 2007/08 operating season

2 1,118,204m® deciduous volume undercut in quadrant period covering 2003/08. Will be carried over to next cut period 2008/13

Table 3. Periodic cut control volume (m’°), (imbedded quota holders FMA).

2006/07 2007/08 2008/09 2009/10 2010/11 Total
DTAF260006 | Quadrant Target DMI 179,837 179,837 179,837 179,837 179,837 899,185
DTAF260003 Production to Date 76.111 170,122 0 0 0 246,233
DTAF260002 | Quadrant Target Ridgeview 18,288 118,288 | 118,288 * | 118,288 * | 118,288 | 491,440
DTLF260002 Production to Date
18,288 0 0 0 0 18,288
DTAF260003 Quadrant Target Netaskinan 30,000 30,000 30,000 30,000 30,000 150,000
DTLF260001 Production to Date 0 0 0 0 0 0
DTAF260004 Quadrant Target Netaskinan 50,000 50,000 50,000 50,000 50,000 250,000
DTLF260001 Production to Date 35.478 0 0 0 0 35478
DTAF260001 | Quadrant Target Precision 18,288 118,288 % | 118,288 * | 118,288 * | 118,288 * | 491,440
DTLF260005 Production to Date 16,369 0 0 0 0 16,369
DTAF260005 | oadrant Target Che Kii 2,230 2,230 2,230 2,230 2,230 11,150
Production to Date 0 0 0 0 0 0

& Both the Precision and Ridgeview DTA’s have been adjusted to 118,288m® based on the 200,000m® allocation from the FFP FMA allocation (based on letter from
Forest Management Branch dated December 20, 2008).
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Table 4: Employment status for the 2007-2008 reporting period.

Number of Number

Disposition

Employment

Holder Category Cont_racts Administered | % Local
Administered Locally
Harvesting / Load & 23 21 100%
Haul
In du-srf[)rlilfec; Ltd. Field Services 14 12 86%
Silviculture* 12 7 58%
Administration 11 9 82%
Sub-Total 60 49 82%
Harvesti;::‘;]u/I Load & 79 79 100%
F:%tgfét';?—rt?t Field Services 2 0 0%
' Silviculture 0 0 N/A
Administration 0 0 N/A
Sub-Total 81 79 97.5%
Total 141 128 90.8%0

Figure 1: Website use from May 2005 to April 2007 (reporting period is May 1, 2006 to April 30, 2007).
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Table 5: Summary of Forestry Awareness activities for last 5 reporting periods beginning in 2003/2004.

Catedories
9 2003704 | 2004/05 | 2005/06 2006/07‘ 2007/08
1 1 1

NLFES 1 1
Forestry Week 1 1 1 1 0
Presentations 3 10 5 9 5
Tours 1 5 6 10 4
Surveys 0 1 0 1 0
Audits 0 1 1 1 1
Did you Know? Articles 0 1 1 0 6
Career Fair Attendance 0 0 1 4 1
Forest Education Materials 0 0 1 1 0
SUM 6 20 17 28 18
February 2, 2009 12
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