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January 7, 2000

Re:  Forest Practices Board Audit Report for Forest Licence A16828, Northwood Pulp and
Timber Ltd., Houston Division

The release of this audit report was delayed from June 1999 until January 2000 as a result of
court proceedings. In June, Northwood obtained a court order preventing the Board from
releasing the report until a judicial review of the Board’s authority was decided. A hearing on
the Board’s jurisdiction to make some of the comments in this report was held in October 1999
in BC Supreme Court. On November 30, 1999, Justice Donald Brenner ruled that the Board is
entitled to make the comments about excessive soil disturbance that appear in this report.
Northwood appealed that decision and requested that the order prohibiting release of the
report be extended until the appeal is heard. On January 7, 2000, the Court of Appeal rejected
the request to extend the order and the Board is now releasing the report, as permitted by the
Court.

The Board has asked that Northwood and the Ministry of Forests respond to the
recommendations made in this report. As a result of the delays explained above, the deadlines
for response have now passed. The following replaces the wording in the Board’s request for
responses under section 186 of the Forest Practices Code of British Columbia Act, which appear on
page A-3 and A-4 of this report:

The Board requests that Northwood advise the Ministry of Forests, Houston Forest
District, with a copy to the Board, by March 31, 2000, of the actions taken and the timing
to address recommendations 1, 2 and 3.

The Board requests that the Ministry of Forests, Houston Forest District, confirm by
June 30, 2000 that:
• recommendations 1 and 3 are being addressed in Northwood’s silviculture

prescriptions and forest development plans; and
• that road deactivation has been completed according to the forest development

plans.

The Board requests that the government advise the Board by March 31, 2000, of the
actions taken to address recommendation 5.
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A. Report from the Board

7KLV�LV�WKH�%RDUG
V�UHSRUW�RQ�D�FRPSOLDQFH�DXGLW� RI�)RUHVW�/LFHQFH�$������ KHOG�E\�1RUWKZRRG
3XOS�DQG�7LPEHU�/WG���+RXVWRQ�'LYLVLRQ��1RUWKZRRG���7KH�RSHUDWLQJ�DUHDV�RI�)RUHVW�/LFHQFH
$������DUH�ORFDWHG�QHDU�+RXVWRQ��%&�VKRZQ�RQ�WKH�DWWDFKHG�PDS��2SHUDWLRQV�DUH�VSUHDG
WKURXJKRXW�WKLV�DUHD�ZLWK�FRQFHQWUDWLRQV�QRUWK�RI�+RXVWRQ�QHDU�%DELQH�/DNH�DQG�VRXWK�RI
+RXVWRQ�QHDU�2RWVD�/DNH�

7KH�DXGLW�H[DPLQHG�1RUWKZRRG
V�WLPEHU�KDUYHVWLQJ�DQG�URDG�SUDFWLFHV��DQG�WKH�UHODWHG
RSHUDWLRQDO�SODQV��IRU�WKH�SHULRG�-XO\���������WR�-XO\����������WR�DVVHVV�FRPSOLDQFH�ZLWK�WKH�)RUHVW
3UDFWLFHV�&RGH�RI�%ULWLVK�&ROXPELD�$FW�DQG�UHODWHG�UHJXODWLRQV��WKH�&RGH��

3ULRU�WR�FRPSOHWLQJ�WKLV�UHSRUW��WKH�%RDUG�FRQVLGHUHG�ZULWWHQ�VXEPLVVLRQV�IURP�1RUWKZRRG�DV
UHTXLUHG�E\�VHFWLRQ�����RI�WKH�$FW�

Conclusions

7KH�%RDUG
V�FRQFOXVLRQV�DUH�EDVHG�RQ�DQ�DXGLW�RI�WKH�IROORZLQJ�SUDFWLFHV�

• RSHUDWLRQDO�SODQV��LQFOXGLQJ�1RUWKZRRG
V�WZR�IRUHVW�GHYHORSPHQW�SODQV��DV�WKH\�UHODWH�WR
KDUYHVWLQJ�DQG�URDG�SUDFWLFHV

• KDUYHVWLQJ�RI�����FXWEORFNV

• KDUYHVWLQJ�RI�����FXWEORFNV�WKDW�ZHUH�OHVV�WKDQ�RQH�KHFWDUH�LQ�VL]H�IRU�VDOYDJH�DQG�FRQWURO�RI
PRXQWDLQ�SLQH�EHHWOH

• FRQVWUXFWLRQ�RI����URDG�VHFWLRQV

• PDLQWHQDQFH�RI�DSSUR[LPDWHO\�������NLORPHWHUV�RI�URDG

• GHDFWLYDWLRQ�RI����URDG�VHFWLRQV

1RUWKZRRG
V�WLPEHU�KDUYHVWLQJ�DQG�URDG�FRQVWUXFWLRQ�SUDFWLFHV�FRPSOLHG�ZLWK�WKH�&RGH�LQ�DOO
VLJQLILFDQW UHVSHFWV�

7KH�DXGLWRUV�FRPPHQWHG�RQ�FRQFHQWUDWHG�UXWWLQJ�DQG�H[FHVVLYH�FRPSDFWLRQ�RI�VRLOV�WKDW�KDG
RFFXUUHG�RQ�WHQ�FXWEORFNV�GXULQJ�WLPEHU�KDUYHVWLQJ��6LQFH�WKH�OHYHOV�RI�VRLO�GLVWXUEDQFH�ZHUH
ZLWKLQ�OLPLWV�VSHFLILHG�LQ�DSSURYHG�VLOYLFXOWXUH�SUHVFULSWLRQV��WKLV�GLG�QRW�FRQVWLWXWH�QRQ�
FRPSOLDQFH�ZLWK�WKH�&RGH��7KH�VRLO�FRPSDFWLRQ�DQG�UXWWLQJ�ZHUH�FDXVHG�E\�ORJJLQJ�HTXLSPHQW
RSHUDWLQJ�GXULQJ�ZHW�FRQGLWLRQV��$OWKRXJK�WKH�OHYHOV�RI�VLWH�GLVWXUEDQFH�ZHUH�ZLWKLQ�DSSURYHG
OLPLWV��WKH�%RDUG�LV�FRQFHUQHG�DERXW�WKH�IUHTXHQF\�DQG�H[WHQW�RI�FRPSDFWLRQ�DQG�UXWWLQJ��7KLV
DIIHFWV�VRLO�SURGXFWLYLW\�DQG�ZLOO�KDYH�ORQJ�WHUP�LPSDFWV�RQ�WUHH�HVWDEOLVKPHQW�DQG�JURZWK��7KLV

�����������������������������������������������

� 3DUW % RI WKLV GRFXPHQW SURYLGHV EDFNJURXQG LQIRUPDWLRQ RQ WKH %RDUG·V DXGLW SURJUDP DQG WKH SURFHVV IROORZHG E\ WKH %RDUG

LQ SUHSDULQJ LWV UHSRUW�

� 7KH UHSRUW IURP WKH DXGLWRU �3DUW & RI WKLV GRFXPHQW� SURYLGHV VSHFLILFV DERXW WKH RSHUDWLQJ DUHDV RI )RUHVW /LFHQFH $������

DQG WKH IRUHVW SODQQLQJ DQG ILHOG DFWLYLWLHV RI 1RUWKZRRG 3XOS DQG 7LPEHU WKDW ZHUH WKH VXEMHFW RI WKLV DXGLW DQG WKH DXGLW

ILQGLQJV�
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LV�QRW�FRQVLVWHQW�ZLWK�VRXQG�IRUHVW�SUDFWLFHV��1RUWKZRRG�FRXOG�KDYH�SUHYHQWHG�WKLV�VLWXDWLRQ�E\
XVLQJ�GLIIHUHQW�HTXLSPHQW�RU�RSHUDWLQJ�GXULQJ�GULHU�FRQGLWLRQV�

7KH�DXGLWRUV�LGHQWLILHG�LQVWDQFHV�RI�QRQ�FRPSOLDQFH�RQ�PDQ\�RI�WKH�URDG�VHFWLRQV�H[DPLQHG�IRU
1RUWKZRRG
V�URDG�PDLQWHQDQFH�SUDFWLFHV��:KLOH�HDFK�LQVWDQFH�ZDV�QRW�VLJQLILFDQW��WKH�IUHTXHQF\
RI�WKHVH�LQVWDQFHV�RI�QRQ�FRPSOLDQFH�ZDV�FRQVLGHUHG�VLJQLILFDQW��7KHVH�LQFOXGHG�FUXVKHG�RU
EORFNHG�FXOYHUWV��GLVUXSWHG�QDWXUDO�GUDLQDJH�SDWWHUQV��KD]DUG�WUHHV�WKDW�ZHUH�QRW�UHPRYHG�
PLVVLQJ�EULGJH�GHOLQHDWRUV��DQG�LQVXIILFLHQW�EUXVKLQJ��7KH�LPSDFW�RI�GHILFLHQW�URDG�PDLQWHQDQFH
ZDV�ORZ�WR�PRGHUDWH�EHFDXVH�WKH�WHUUDLQ�ZDV�JHQWOH�DQG�WKHUH�ZHUH�IHZ�URDG�XVHUV�RU�RWKHU�IRUHVW
UHVRXUFHV��VXFK�DV�VWUHDPV��GLUHFWO\�DIIHFWHG��+RZHYHU��LI�VXFK�SUDFWLFHV�FRQWLQXH��WKHUH�LV
SRWHQWLDO�IRU�JUHDWHU�HQYLURQPHQWDO�HIIHFWV�RQ�VWHHSHU�WHUUDLQ�RU�ZKHUH�VLJQLILFDQW�IRUHVW�UHVRXUFH
YDOXHV�DUH�SUHVHQW��7KHUH�LV�DOVR�WKH�SRWHQWLDO�IRU�FUHDWLQJ�VXEVWDQWLDO�VDIHW\�KD]DUGV�WKDW�FRXOG
DIIHFW�DQ\RQH�XVLQJ�WKH�URDGV�

1RUWKZRRG�KDV�DGYLVHG�WKH�%RDUG�WKDW�LW�KDV�LPSOHPHQWHG�D�V\VWHP�WKDW�LW�H[SHFWV�ZLOO�DOORZ�LW
WR�EHWWHU�PDQDJH�LWV�URDG�PDLQWHQDQFH�REOLJDWLRQV��7KLV�LQFOXGHV�GHYHORSLQJ�VWDQGDUG�RSHUDWLQJ
SURFHGXUHV�IRU�URDG�DQG�EULGJH�LQVSHFWLRQV�DQG�OLQNLQJ�WKH�LQVSHFWLRQV�WR�UHFRUGV�DERXW�URDGV�

1RUWKZRRG�GLG�QRW�FRPSO\�ZLWK�WKH�&RGH�ZKHQ�SODQQLQJ�DQG�FDUU\LQJ�RXW�URDG�GHDFWLYDWLRQ�
7KH�&RGH�UHTXLUHV�WKDW�D�IRUHVW�GHYHORSPHQW�SODQ�GHVFULEH�ERWK�WKH�GHDFWLYDWLRQ�ZRUN
FRPSOHWHG�LQ�WKH�SDVW�\HDU�DQG�WKH�ZRUN�SODQQHG�LQ�WKH�IXWXUH��7KLV�DOORZV�UHJXODWRU\�DJHQFLHV�
WKLUG�SDUWLHV�DQG�WKH�SXEOLF�WR�NQRZ�ZKDW�ZRUN�KDV�EHHQ�UHFHQWO\�GRQH�DQG�WR�SDUWLFLSDWH
HIIHFWLYHO\�LQ�WKH�SODQQLQJ�SURFHVV�IRU�XSFRPLQJ�ZRUN�

:KLOH�QR�SUREOHPV�ZHUH�LGHQWLILHG�ZLWK�WKH�DFWXDO�GHDFWLYDWLRQ�ZRUN��1RUWKZRRG
V�URDG
GHDFWLYDWLRQ�ZRUN�ZDV�QRW�FDUULHG�RXW�DFFRUGLQJ�WR�WKH�����������)RUHVW�'HYHORSPHQW�3ODQ
�)'3���ZKLFK�FDPH�LQWR�HIIHFW�GXULQJ�WKH�DXGLW�SHULRG��7KH�IROORZLQJ�VLWXDWLRQV�ZHUH�LGHQWLILHG
GXULQJ�WKH�DXGLW�

• URDGV�ZKLFK�UHTXLUH�GHDFWLYDWLRQ�EXW�ZHUH�QRW�LGHQWLILHG�LQ�WKH�)'3�GHDFWLYDWLRQ�RU
PDLQWHQDQFH�WDEOHV

• URDGV�ZKLFK�KDG�EHHQ�GHDFWLYDWHG�UHFHQWO\�EXW�ZHUH�QRW�LGHQWLILHG�LQ�WKH�)'3

• URDGV�ZKHUH�REVHUYHG�GHDFWLYDWLRQ�ZDV�WR�D�OHYHO�GLIIHUHQW�WKDQ�LGHQWLILHG�LQ�WKH�)'3

• URDGV�ZKLFK�ZHUH�UHFRUGHG�DV�KDYLQJ�EHHQ�GHDFWLYDWHG��EXW�ZKHUH�QR�GHDFWLYDWLRQ�ZDV
REVHUYHG�E\�WKH�DXGLWRUV

/DFN�RI�FODULW\�EHWZHHQ�SODQV�DQG�DFWLYLWLHV�PDNHV�LW�GLIILFXOW�IRU�UHJXODWRU\�DJHQFLHV��WKLUG�SDUWLHV
DQG�WKH�SXEOLF�WR�SDUWLFLSDWH�HIIHFWLYHO\�LQ�WKH�SODQQLQJ�SURFHVV��7KLV�FRXOG�UHVXOW�LQ�VDIHW\
FRQFHUQV��ORVV�RI�DFFHVV�DQG�FRQIXVLRQ�DERXW�ZKDW�DFFHVV�LV�DYDLODEOH�WR�RWKHU�URDG�XVHUV�

1RUWKZRRG�KDV�DGYLVHG�WKH�%RDUG�WKDW�LW�FDQ�QRZ�WUDFN�DQG�VFKHGXOH�GHDFWLYDWLRQ�DFWLYLWLHV�RQ
DOO�VHJPHQWV�RI�LWV�URDGV�DQG�FDQ�DFFXUDWHO\�GLVSOD\�WKRVH�DFWLYLWLHV�LQ�IRUHVW�GHYHORSPHQW�SODQV�
1RUWKZRRG�KDV�DOVR�DGYLVHG�WKDW�LW�KDV�DPHQGHG�LWV�VWDQGDUG�RSHUDWLQJ�SURFHGXUH�WR�HQVXUH�WKDW
GHDFWLYDWLRQ�DFWLYLWLHV�DUH�FRQVLVWHQW�ZLWK�KLJKHU�OHYHO�SODQV�DQG�DSSURYHG�IRUHVW�GHYHORSPHQW
SODQV�
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Recommendations

,Q�DFFRUGDQFH�ZLWK�VHFWLRQ�����RI�WKH�)RUHVW�3UDFWLFHV�&RGH�RI�%ULWLVK�&ROXPELD�$FW��WKH�%RDUG�PDNHV
WKH�UHFRPPHQGDWLRQV�VHW�RXW�EHORZ���,Q�DFFRUGDQFH�ZLWK�VHFWLRQ�����RI�WKH�$FW��WKH�%RDUG
UHTXHVWV�WKDW�SDUWLHV�QRWLI\�LW�RI�VWHSV�WDNHQ�LQ�UHVSRQVH�WR�WKH�UHFRPPHQGDWLRQV��DV�VHW�RXW
EHORZ�

5HFRPPHQGDWLRQ��²5XWWLQJ�DQG�6RLO�&RPSDFWLRQ

%HFDXVH�WKH�ULVN�RI�ORVV�RI�VRLO�SURGXFWLYLW\�RQ�VHQVLWLYH�DQG�ZHW�VRLOV�LV�KLJK��WKH�%RDUG
UHFRPPHQGV�WKDW�1RUWKZRRG�3XOS�DQG�7LPEHU�SUHYHQW�ORVV�RI�VRLO�SURGXFWLYLW\�E\�DYRLGLQJ
FRQFHQWUDWHG�UXWWLQJ�DQG�VRLO�FRPSDFWLRQ�GXULQJ�KDUYHVWLQJ�RSHUDWLRQV��1RUWKZRRG�VKRXOG
LQFOXGH�PHDVXUHV�VXFK�DV�

• DGHTXDWHO\�LGHQWLI\LQJ�VHQVLWLYH�RU�ZHW�VRLOV�

• VSHFLI\LQJ��LQ�VLOYLFXOWXUH�SUHVFULSWLRQV��VHDVRQDO�DQG�VLWH�FRQVWUDLQWV�

• VSHFLI\LQJ��LQ�VLOYLFXOWXUH�SUHVFULSWLRQV��VRLO�GLVWXUEDQFH�OHYHOV�WKDW�UHIOHFW�DFWXDO�VLWH
FRQGLWLRQV�DQG�SUHYHQW�ORVV�RI�VRLO�SURGXFWLYLW\��DQG�

• DYRLGLQJ�WKH�XVH�RI�KHDY\�HTXLSPHQW�GXULQJ�ZHW�VHDVRQV�RU�RQ�ZHW�VRLOV�

5HFRPPHQGDWLRQ��²5RDG�0DLQWHQDQFH

7KH�%RDUG�UHFRPPHQGV�WKDW�1RUWKZRRG�3XOS�DQG�7LPEHU�HQVXUH�WKDW�LWV�URDG�PDLQWHQDQFH
FRPSOLHV�ZLWK�&RGH�UHTXLUHPHQWV��7KLV�VKRXOG�LQFOXGH�UHYLHZLQJ�DQG�FRQWLQXLQJ�WR�GHYHORS�DQG
LPSOHPHQW�RSHUDWLQJ�SURFHGXUHV�IRU�LQVSHFWLQJ�URDGV�DQG�FDUU\LQJ�RXW�URDG�PDLQWHQDQFH�

5HFRPPHQGDWLRQ��²5RDG�'HDFWLYDWLRQ

7KH�%RDUG�UHFRPPHQGV�WKDW�1RUWKZRRG�3XOS�DQG�7LPEHU�

D�� HQVXUH�WKDW�DOO�SODQQHG�DQG�FRPSOHWHG�URDG�GHDFWLYDWLRQ�LV�LGHQWLILHG�LQ�IRUHVW�GHYHORSPHQW
SODQV��DQG

E�� FRPSOHWH�WKH�GHDFWLYDWLRQ�DFWLYLWLHV�LGHQWLILHG�LQ�WKH�������������)RUHVW�'HYHORSPHQW�3ODQ�

7KH�%RDUG�UHTXHVWV�WKDW�1RUWKZRRG�DGYLVH�WKH�0LQLVWU\�RI�)RUHVWV��+RXVWRQ�)RUHVW�'LVWULFW�
ZLWK�D�FRS\�WR�WKH�%RDUG��E\�6HSWHPEHU�����������RI�WKH�DFWLRQV�WDNHQ�DQG�WKH�WLPLQJ�WR�DGGUHVV
WKH�DERYH�WKUHH�UHFRPPHQGDWLRQV�

7KH�%RDUG�UHTXHVWV�WKDW�WKH�0LQLVWU\�RI�)RUHVWV��+RXVWRQ�)RUHVW�'LVWULFW��FRQILUP�E\�'HFHPEHU
����������WKDW�

• UHFRPPHQGDWLRQV���DQG���DUH�EHLQJ�DGGUHVVHG�LQ�1RUWKZRRG
V�VLOYLFXOWXUH�SUHVFULSWLRQV�DQG
IRUHVW�GHYHORSPHQW�SODQV��DQG

• WKDW�URDG�GHDFWLYDWLRQ�KDV�EHHQ�FRPSOHWHG�DFFRUGLQJ�WR�WKH�IRUHVW�GHYHORSPHQW�SODQV�
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5HFRPPHQGDWLRQ��²6RLO�&RQVHUYDWLRQ

,Q�WKH�LQWHUHVW�RI�VRXQG�IRUHVW�SUDFWLFHV��WKH�%RDUG�UHFRPPHQGV�WKDW�WKRVH�ZKR�SUHSDUH
VLOYLFXOWXUH�SUHVFULSWLRQV�IRU�1RUWKZRRG��DQG�DSSURYH�WKHP�RQ�EHKDOI�RI�WKH�0LQLVWU\�RI
)RUHVWV��PXVW�HQVXUH�WKDW�WKH�SUHVFULSWLRQV�FRQWDLQ�DGHTXDWH�PHDVXUHV�WR�SUHYHQW�ORVV�RI�VRLO
SURGXFWLYLW\�IURP�UXWWLQJ�DQG�VRLO�FRPSDFWLRQ�GXULQJ�WLPEHU�KDUYHVWLQJ�

5HFRPPHQGDWLRQ��²$PHQGPHQW�WR�6LOYLFXOWXUH�3UDFWLFHV�5HJXODWLRQ

6HFWLRQ�������RI�WKH�)RUHVW�3UDFWLFHV�&RGH�RI�%ULWLVK�&ROXPELD�$FW�SURKLELWV�D�SHUVRQ�IURP�FDUU\LQJ
RXW�D�IRUHVW�SUDFWLFH�WKDW�UHVXOWV�LQ�LQRUGLQDWH�VRLO�GLVWXUEDQFH��GXH�WR�ZHDWKHU�FRQGLWLRQV�RU�VLWH
IDFWRUV��7KH�WHUP�´LQRUGLQDWH�VRLO�GLVWXUEDQFHµ�LV�GHILQHG�LQ�VHFWLRQ�������RI�WKH�6LOYLFXOWXUH
3UDFWLFHV�5HJXODWLRQ�

7KH�%RDUG�UHFRPPHQGV�WKDW�WKH�JRYHUQPHQW�DPHQG�VHFWLRQ�������RI�WKH�6LOYLFXOWXUH�3UDFWLFHV
5HJXODWLRQ�VR�WKDW�WKH�GHILQLWLRQ�RI�´LQRUGLQDWH�VRLO�GLVWXUEDQFHµ�LQFOXGHV�VLWXDWLRQV�RI
FRQFHQWUDWHG�UXWWLQJ�DQG�H[FHVVLYH�VRLO�FRPSDFWLRQ�WKDW�DIIHFW�VRLO�SURGXFWLYLW\�

7KH�%RDUG�UHTXHVWV�WKDW�JRYHUQPHQW�DGYLVH�WKH�%RDUG��E\�6HSWHPEHU�����������RI�WKH�DFWLRQV
WDNHQ�WR�DGGUHVV�WKH�DERYH�UHFRPPHQGDWLRQ�

.HLWK�0RRUH
&KDLU

-XQH���������
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B. Forest Practices Board Compliance Audit Process

Background

7KH�)RUHVW�3UDFWLFHV�%RDUG�FRQGXFWV�DXGLWV�RI�JRYHUQPHQW·V�DQG�DJUHHPHQW�KROGHU·V�FRPSOLDQFH
ZLWK�WKH�)RUHVW�3UDFWLFHV�&RGH�RI�%ULWLVK�&ROXPELD�$FW�DQG�UHJXODWLRQV��WKH�&RGH���7KH�%RDUG�LV�JLYHQ
WKH�DXWKRULW\�WR�FRQGXFW�WKHVH�SHULRGLF�LQGHSHQGHQW�DXGLWV�E\�VHFWLRQ�����RI�WKH�$FW�
&RPSOLDQFH�DXGLWV�H[DPLQH�IRUHVW�SODQQLQJ�DQG�SUDFWLFHV�WR�GHWHUPLQH�ZKHWKHU�RU�QRW�WKH\�PHHW
&RGH�UHTXLUHPHQWV�

7KH�%RDUG�XQGHUWDNHV�ERWK�´OLPLWHG�VFRSHµ�DQG�´IXOO�VFRSHµ�FRPSOLDQFH�DXGLWV��$�OLPLWHG�VFRSH
DXGLW�LQYROYHV�WKH�H[DPLQDWLRQ�RI�VHOHFWHG�IRUHVW�SUDFWLFHV��H�J���URDGV��RU�WLPEHU�KDUYHVWLQJ��RU
VLOYLFXOWXUH��DQG�WKH�UHODWHG�RSHUDWLRQDO�SODQQLQJ�DFWLYLWLHV��$�IXOO�VFRSH�DXGLW�H[DPLQHV�DOO
RSHUDWLRQDO�SODQQLQJ�DFWLYLWLHV�DQG�IRUHVW�SUDFWLFHV�

7KH�%RDUG�GHWHUPLQHV�KRZ�PDQ\�DXGLWV�LW�ZLOO�FRQGXFW�LQ�D�\HDU��DQG�ZKDW�W\SH�RI�DXGLWV��OLPLWHG
RU�IXOO�VFRSH���EDVHG�RQ�EXGJHW�DQG�RWKHU�FRQVLGHUDWLRQV��7KH�%RDUG�DXGLWV�DJUHHPHQW�KROGHUV
ZKR�KDYH�IRUHVW�OLFHQFHV�RU�RWKHU�WHQXUHV�XQGHU�WKH�)RUHVW�$FW�RU�WKH�5DQJH�$FW��7KH�%RDUG�DOVR
DXGLWV�JRYHUQPHQW·V�6PDOO�%XVLQHVV�)RUHVW�(QWHUSULVH�3URJUDP��6%)(3��ZKLFK�LV�DGPLQLVWHUHG
E\�0LQLVWU\�RI�)RUHVWV�GLVWULFW�RIILFHV��6HOHFWLRQ�RI�DJUHHPHQW�KROGHUV�DQG�GLVWULFW�6%)(3V�IRU
DXGLW�LV�GRQH�UDQGRPO\��XVLQJ�D�FRPSXWHU�SURJUDP��WR�HQVXUH�D�IDLU��XQELDVHG�VHOHFWLRQ�RI
DXGLWHHV�

Audit Standards

$XGLWV�E\�WKH�)RUHVW�3UDFWLFHV�%RDUG�DUH�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK�WKH�DXGLWLQJ�VWDQGDUGV
GHYHORSHG�E\�WKH�%RDUG��7KHVH�VWDQGDUGV�DUH�FRQVLVWHQW�ZLWK�JHQHUDOO\�DFFHSWHG�DXGLWLQJ
VWDQGDUGV�

7KH�DXGLWV�GHWHUPLQH�FRPSOLDQFH�ZLWK�WKH�&RGH�EDVHG�RQ�FULWHULD�GHULYHG�IURP�WKH�)RUHVW�3UDFWLFHV
&RGH�RI�%ULWLVK�&ROXPELD�$FW�DQG�LWV�UHODWHG�UHJXODWLRQV��$XGLW�FULWHULD�DUH�HVWDEOLVKHG�IRU�WKH
HYDOXDWLRQ�RU�PHDVXUHPHQW�RI�HDFK�SUDFWLFH�UHTXLUHG�E\�WKH�&RGH��7KH�FULWHULD�UHIOHFW�MXGJPHQWV
DERXW�WKH�OHYHO�RI�SHUIRUPDQFH�WKDW�FRQVWLWXWHV�FRPSOLDQFH�ZLWK�HDFK�UHTXLUHPHQW�

7KH�VWDQGDUGV�DQG�SURFHGXUHV�IRU�FRPSOLDQFH�DXGLWV�DUH�GHVFULEHG�LQ�WKH�%RDUG·V�5HIHUHQFH
0DQXDO³&RPSOLDQFH�$XGLWV�

Audit Process

&RQGXFWLQJ�WKH�$XGLW

2QFH�WKH�%RDUG�VHOHFWV�DQ�DXGLW�DQG�GHFLGHV�RQ�WKH�VFRSH�RI�WKH�DXGLW��OLPLWHG�VFRSH�RU�IXOO
VFRSH���WKH�VWDII�DQG�UHVRXUFHV�UHTXLUHG�WR�FRQGXFW�WKH�DXGLW�DQG�WKH�SHULRG�FRYHUHG�E\�WKH�DXGLW
DUH�GHWHUPLQHG��%RDUG�VWDII�DOVR�PHHW�ZLWK�WKH�SDUW\�EHLQJ�DXGLWHG�WR�GLVFXVV�WKH�ORJLVWLFV�RI�WKH
DXGLW�EHIRUH�FRPPHQFLQJ�WKH�ZRUN�
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$OO�WKH�DFWLYLWLHV�FDUULHG�RXW�GXULQJ�WKH�SHULRG�VXEMHFW�WR�DXGLW�DUH�LGHQWLILHG��7KLV�LQFOXGHV
DFWLYLWLHV�VXFK�DV�WKH�VLWHV�KDUYHVWHG�RU�UHSODQWHG�DQG�URDG�VHFWLRQV�EXLOW�RU�GHDFWLYDWHG�GXULQJ
WKH�DXGLW�SHULRG��7KH�LWHPV�WKDW�FRPSULVH�HDFK�IRUHVW�DFWLYLW\�DUH�UHIHUUHG�WR�DV�D�´SRSXODWLRQ�µ
)RU�H[DPSOH��DOO�VLWHV�KDUYHVWHG�IRUP�WKH�´WLPEHU�KDUYHVWLQJ�SRSXODWLRQ�µ�$OO�URDG�VHFWLRQV
FRQVWUXFWHG�IRUP�WKH�´URDG�FRQVWUXFWLRQ�SRSXODWLRQ�µ�7KH�SRSXODWLRQV�DUH�WKHQ�VXE�GLYLGHG
EDVHG�RQ�IDFWRUV�VXFK�DV�WKH�FKDUDFWHULVWLFV�RI�WKH�VLWHV�DQG�WKH�SRWHQWLDO�VHYHULW\�RI�WKH
FRQVHTXHQFHV�RI�QRQ�FRPSOLDQFH�RQ�WKH�VLWHV�

7KH�PRVW�HIILFLHQW�PHDQV�RI�REWDLQLQJ�LQIRUPDWLRQ�WR�FRQFOXGH�ZKHWKHU�WKHUH�LV�FRPSOLDQFH
ZLWK�WKH�&RGH�LV�FKRVHQ�IRU�HDFK�SRSXODWLRQ��%HFDXVH�RI�OLPLWHG�UHVRXUFHV��VDPSOLQJ�LV�XVXDOO\
UHOLHG�XSRQ�WR�REWDLQ�DXGLW�HYLGHQFH��UDWKHU�WKDQ�LQVSHFWLQJ�DOO�DFWLYLWLHV�

,QGLYLGXDO�VLWHV�DQG�IRUHVW�SUDFWLFHV�ZLWKLQ�HDFK�SRSXODWLRQ�KDYH�GLIIHUHQW�FKDUDFWHULVWLFV��VXFK�DV
WKH�W\SH�RI�WHUUDLQ�RU�W\SH�RI�\DUGLQJ��(DFK�SRSXODWLRQ�LV�GLYLGHG�LQWR�GLVWLQFW�VXE�SRSXODWLRQV
RQ�WKH�EDVLV�RI�FRPPRQ�FKDUDFWHULVWLFV��H�J���VWHHS�JURXQG�YV��IODW�JURXQG���$�VHSDUDWH�VDPSOH�LV
VHOHFWHG�IRU�HDFK�SRSXODWLRQ��H�J���WKH�FXWEORFNV�VHOHFWHG�IRU�DXGLWLQJ�WLPEHU�KDUYHVWLQJ���:LWKLQ
HDFK�SRSXODWLRQ��PRUH�DXGLW�HIIRUW��L�H���PRUH�DXGLW�VDPSOLQJ��LV�DOORFDWHG�WR�WKH�VXE�SRSXODWLRQ
ZKHUH�WKH�ULVN�RI�QRQ�FRPSOLDQFH�LV�JUHDWHU�

$XGLW�ZRUN�LQ�WKH�ILHOG�LQFOXGHV�DVVHVVPHQWV�IURP�KHOLFRSWHUV�DQG�LQWHQVLYH�JURXQG�SURFHGXUHV
VXFK�DV�WKH�PHDVXUHPHQW�RI�VSHFLILF�IHDWXUHV�OLNH�URDG�ZLGWK��7KH�DXGLW�WHDPV�JHQHUDOO\�VSHQG
WZR�WR�WKUHH�ZHHNV�LQ�WKH�ILHOG�

(YDOXDWLQJ�WKH�5HVXOWV

7KH�%RDUG�UHFRJQL]HV�WKDW�FRPSOLDQFH�ZLWK�WKH�PDQ\�UHTXLUHPHQWV�RI�WKH�&RGH�LV�PRUH�D�PDWWHU
RI�GHJUHH�WKDQ�DEVROXWH�DGKHUHQFH��'HWHUPLQLQJ�FRPSOLDQFH�UHTXLUHV�WKH�H[HUFLVH�RI�SURIHVVLRQDO
MXGJPHQW�ZLWKLQ�WKH�GLUHFWLRQ�SURYLGHG�E\�WKH�%RDUG�

$XGLWRUV�FROOHFW��DQDO\]H��LQWHUSUHW�DQG�GRFXPHQW�LQIRUPDWLRQ�WR�VXSSRUW�WKH�DXGLW�UHVXOWV��7KH
DXGLW�WHDP��FRPSULVHG�RI�SURIHVVLRQDOV�DQG�WHFKQLFDO�H[SHUWV��ILUVW�GHWHUPLQHV�ZKHWKHU�IRUHVW
SUDFWLFHV�DUH�LQ�FRPSOLDQFH�ZLWK�&RGH�UHTXLUHPHQWV��)RU�WKRVH�SUDFWLFHV�FRQVLGHUHG�WR�QRW�EH�LQ
FRPSOLDQFH��WKH�DXGLW�WHDP�WKHQ�HYDOXDWHV�WKH�GHJUHH�WR�ZKLFK�WKH�SUDFWLFHV�DUH�MXGJHG�QRW�LQ
FRPSOLDQFH��7KH�VLJQLILFDQFH�RI�WKH�QRQ�FRPSOLDQFH�LV�GHWHUPLQHG�EDVHG�RQ�D�QXPEHU�RI�FULWHULD
LQFOXGLQJ�WKH�PDJQLWXGH�RI�WKH�HYHQW��WKH�IUHTXHQF\�RI�LWV�RFFXUUHQFH��DQG�WKH�VHYHULW\�RI�WKH
FRQVHTXHQFHV�

$V�SDUW�RI�WKH�DVVHVVPHQW�SURFHVV��DXGLWRUV�FDWHJRUL]H�WKHLU�ILQGLQJV�LQWR�WKH�IROORZLQJ�OHYHOV�RI
FRPSOLDQFH�

&RPSOLDQFH�²�ZKHUH�WKH�DXGLWRU�ILQGV�WKDW�SUDFWLFHV�PHHW�&RGH�UHTXLUHPHQWV�

1RW�VLJQLILFDQW�QRQ�FRPSOLDQFH�²�ZKHUH�WKH�DXGLWRU��XSRQ�UHDFKLQJ�D�QRQ�FRPSOLDQFH
FRQFOXVLRQ��GHWHUPLQHV�WKDW�D�QRQ�FRPSOLDQFH�HYHQW��RU�WKH�DFFXPXODWLRQ�DQG
FRQVHTXHQFHV�RI�D�QXPEHU�RI�QRQ�FRPSOLDQFH�HYHQWV��LV�QRW�VLJQLILFDQW�DQG�LV�QRW
FRQVLGHUHG�ZRUWK\�RI�UHSRUWLQJ�

6LJQLILFDQW�QRQ�FRPSOLDQFH�²�ZKHUH�WKH�DXGLWRU�GHWHUPLQHV�WKDW�WKH�HYHQW�RU
FRQGLWLRQ��RU�WKH�DFFXPXODWLRQ�DQG�FRQVHTXHQFHV�RI�D�QXPEHU�RI�QRQ�FRPSOLDQFH�HYHQWV
RU�FRQGLWLRQV��LV�VLJQLILFDQW�DQG�LV�FRQVLGHUHG�ZRUWK\�RI�UHSRUWLQJ�
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6LJQLILFDQW�EUHDFK�²�ZKHUH�WKH�DXGLWRU�ILQGV�WKDW�VLJQLILFDQW�KDUP�KDV�RFFXUUHG�RU�LV
EHJLQQLQJ�WR�RFFXU�WR�SHUVRQV�RU�WKH�HQYLURQPHQW�DV�D�UHVXOW�RI�WKH�QRQ�FRPSOLDQFH��$
VLJQLILFDQW�EUHDFK�FDQ�DOVR�UHVXOW�IURP�WKH�FXPXODWLYH�HIIHFW�RI�D�QXPEHU�RI�QRQ�
FRPSOLDQFH�HYHQWV�RU�FRQGLWLRQV�

,GHQWLILFDWLRQ�RI�D�SRVVLEOH�VLJQLILFDQW�EUHDFK�UHTXLUHV�WKH�DXGLWRU�WR�FRQGXFW�WHVWV�WR�FRQILUP
ZKHWKHU�RU�QRW�WKHUH�KDV�EHHQ�D�EUHDFK��,I�LW�LV�GHWHUPLQHG�WKDW�D�VLJQLILFDQW�EUHDFK�KDV�RFFXUUHG�
WKH�DXGLWRU�LV�UHTXLUHG�E\�WKH�)RUHVW�3UDFWLFHV�%RDUG�5HJXODWLRQ�WR�LPPHGLDWHO\�DGYLVH�WKH�%RDUG��WKH
SDUW\�EHLQJ�DXGLWHG��DQG�WKH�0LQLVWHUV�RI�)RUHVWV��(QHUJ\�	�0LQHV��DQG�(QYLURQPHQW��/DQGV�	
3DUNV�

5HSRUWLQJ

%DVHG�RQ�WKH�DERYH�HYDOXDWLRQ��WKH�DXGLWRU�WKHQ�SUHSDUHV�WKH�´5HSRUW�IURP�WKH�$XGLWRUµ�IRU
VXEPLVVLRQ�WR�WKH�%RDUG��7KH�SDUW\�EHLQJ�DXGLWHG�LV�JLYHQ�D�GUDIW�RI�WKH�UHSRUW�EHIRUH�LW�LV
VXEPLWWHG�WR�WKH�%RDUG�VR�WKDW�WKH�SDUW\�LV�IXOO\�DZDUH�RI�WKH�ILQGLQJV��7KH�SDUW\�LV�DOVR�NHSW�IXOO\
LQIRUPHG�RI�WKH�DXGLW�ILQGLQJV�WKURXJKRXW�WKH�SURFHVV��DQG�LV�JLYHQ�RSSRUWXQLWLHV�WR�SURYLGH
DGGLWLRQDO�UHOHYDQW�LQIRUPDWLRQ�DQG�WR�HQVXUH�WKH�DXGLWRU�KDV�FRPSOHWH�DQG�FRUUHFW�LQIRUPDWLRQ�

2QFH�WKH�DXGLWRU�VXEPLWV�WKH�UHSRUW��WKH�%RDUG�UHYLHZV�LW�DQG�GHWHUPLQHV�ZKHWKHU�DQ\�SDUW\�RU
SHUVRQ�LV�SRWHQWLDOO\�DGYHUVHO\�DIIHFWHG�E\�WKH�DXGLW�ILQGLQJV��,I�VR��WKH�SDUW\�RU�SHUVRQ�PXVW�EH
JLYHQ�DQ�RSSRUWXQLW\�WR�PDNH�UHSUHVHQWDWLRQV�EHIRUH�WKH�%RDUG�GHFLGHV�WKH�PDWWHU�DQG�LVVXHV�D
ILQDO�UHSRUW�WR�WKH�SXEOLF�DQG�JRYHUQPHQW��7KH�UHSUHVHQWDWLRQV�DOORZ�SRWHQWLDOO\�DGYHUVHO\
DIIHFWHG�SDUWLHV�WR�SUHVHQW�WKHLU�YLHZV�WR�WKH�%RDUG�

$W�WKH�GLVFUHWLRQ�RI�WKH�%RDUG��UHSUHVHQWDWLRQV�PD\�EH�ZULWWHQ�RU�RUDO��7KH�%RDUG�ZLOO�JHQHUDOO\
RIIHU�ZULWWHQ�UHSUHVHQWDWLRQV�WR�SRWHQWLDOO\�DGYHUVHO\�DIIHFWHG�SDUWLHV��XQOHVV�WKH�FLUFXPVWDQFHV
VWURQJO\�VXSSRUW�WKH�QHHG�IRU�DQ�RUDO�KHDULQJ�

7KH�%RDUG�WKHQ�UHYLHZV�ERWK�WKH�UHSRUW�IURP�WKH�DXGLWRU�DQG�WKH�UHSUHVHQWDWLRQV�EHIRUH
SUHSDULQJ�LWV�ILQDO�UHSRUW��ZKLFK�LQFOXGHV�WKH�%RDUG·V�FRQFOXVLRQV�DQG�PD\�DOVR�LQFOXGH
UHFRPPHQGDWLRQV��LI�DSSURSULDWH�

,I�WKH�%RDUG·V�FRQFOXVLRQV�RU�UHFRPPHQGDWLRQV�UHVXOW�LQ�QHZO\�DGYHUVHO\�DIIHFWHG�SDUWLHV�RU
SHUVRQV��DGGLWLRQDO�UHSUHVHQWDWLRQV�ZRXOG�EH�UHTXLUHG�

2QFH�WKH�UHSUHVHQWDWLRQV�KDYH�EHHQ�FRPSOHWHG��WKH�UHSRUW�LV�ILQDOL]HG�DQG�UHOHDVHG���ILUVW�WR�WKH
DXGLWHH�DQG�WKHQ�WR�WKH�SXEOLF�DQG�JRYHUQPHQW�
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C. Report from the Auditor

1.0 Introduction

$V�D�SDUW�RI�WKH�)RUHVW�3UDFWLFHV�%RDUG
V������FRPSOLDQFH�DXGLW�SURJUDP��)RUHVW�/LFHQFH
$������ZDV�VHOHFWHG�IRU�DXGLW�IURP�WKH�SRSXODWLRQ�RI�PDMRU�IRUHVW�OLFHQFHV�ZLWKLQ�WKH�3ULQFH
5XSHUW�)RUHVW�5HJLRQ��7KH�OLFHQFH��KHOG�E\�1RUWKZRRG�3XOS�DQG�7LPEHU�/WG���ZDV�VHOHFWHG
UDQGRPO\�DQG�QRW�RQ�WKH�EDVLV�RI�ORFDWLRQ�RU�OHYHO�RI�SHUIRUPDQFH�

)RUHVW�/LFHQFH�$������LV�PDQDJHG�E\�WKH�+RXVWRQ�'LYLVLRQ�RI�1RUWKZRRG�3XOS�DQG�7LPEHU
/WG��DQG�LV�ZLWKLQ�WKH�0RULFH�7LPEHU�6XSSO\�$UHD��7KH�DUHD�RI�RSHUDWLRQV�FRYHUV�DSSUR[LPDWHO\
��������KHFWDUHV�LQ�WKH�0RULFH�)RUHVW�'LVWULFW��IURP�WKH�QRUWKHDVW�VLGH�RI�WKH�%DELQH�/DNH�WR�WKH
7DKWVD�5HDFK�RQ�2RWVD�/DNH��DV�VKRZQ�RQ�WKH�DWWDFKHG�PDS��2SHUDWLRQV�DUH�GLYLGHG�LQWR�WZR
PDMRU�RSHUDWLQJ�DUHDV�QRUWK�DQG�VRXWK�RI�+RXVWRQ��%&�

7KH�OLFHQFH�KDV�DQ�DOORZDEOH�DQQXDO�FXW�RI�����������FXELF�PHWHUV��KDUYHVWHG�SUHGRPLQDQWO\
WKURXJK�FRQYHQWLRQDO�FOHDU�FXWWLQJ�

2.0 Audit Scope

7KH�DXGLW�H[DPLQHG�WKH�IRUHVW�SODQQLQJ�DQG�ILHOG�DFWLYLWLHV�UHODWHG�WR�WLPEHU�KDUYHVWLQJ�DQG�URDG
FRQVWUXFWLRQ��PDLQWHQDQFH�DQG�GHDFWLYDWLRQ��7KHVH�DFWLYLWLHV�ZHUH�DVVHVVHG�IRU�FRPSOLDQFH�ZLWK
WKH�)RUHVW�3UDFWLFHV�&RGH�RI�%ULWLVK�&ROXPELD�$FW�DQG�UHODWHG�UHJXODWLRQV��WKH�&RGH���LQFOXGLQJ�WKH
WUDQVLWLRQDO�SURYLVLRQV�RI�WKH�&RGH�

$OO�WLPEHU�KDUYHVWLQJ��URDG�FRQVWUXFWLRQ�DQG�GHDFWLYDWLRQ��DQG�URDG�PDLQWHQDQFH�REOLJDWLRQV�IRU
WKH�SHULRG�-XO\����������WR�-XO\����������ZHUH�LQFOXGHG�LQ�WKH�VFRSH�RI�WKH�DXGLW��7KLV�LQYROYHG
H[DPLQLQJ�DOO�DVSHFWV�RI�RSHUDWLRQDO�SODQQLQJ���VXFK�DV�IRUHVW�GHYHORSPHQW�SODQVL��VLOYLFXOWXUH
SUHVFULSWLRQVLL ��DQG�ORJJLQJ�SODQVLLL ��WKDW�VXSSRUWHG�WKH�DFWLYLWLHV�H[DPLQHG�GXULQJ�WKH�DXGLW
SHULRG�

7KH�ILHOG�DFWLYLWLHV�FDUULHG�RXW�GXULQJ�WKH�DXGLW�SHULRG��DQG�WKHUHIRUH�VXEMHFW�WR�DXGLW��DUH
GHVFULEHG�EHORZ�

• WKH�KDUYHVWLQJ�RI�����FXWEORFNV�

• WKH�KDUYHVWLQJ�RI�����FXWEORFNV�OHVV�WKDQ�RQH�KHFWDUH�LQ�VL]H�WR�FRQWURO�RU�VDOYDJH�WUHHV
DIIHFWHG�E\�PRXQWDLQ�SLQH�EHHWOH�

• WKH�FRQVWUXFWLRQ�RI�����NLORPHWUHV�RI�URDG�RQ����URDG�VHFWLRQV�

• WKH�GHDFWLYDWLRQ�RI�DSSUR[LPDWHO\����URDGV��WKH�PDMRULW\�RI�ZKLFK�ZHUH�ZLWKLQ�FXWEORFNV�ZLWK
HDFK�URDG�OHVV�WKDQ�RQH�NLORPHWUH�LQ�OHQJWK��DQG�

• WKH�PDLQWHQDQFH�RI�DSSUR[LPDWHO\�������NLORPHWUHV�RI�URDG��LQYROYLQJ�DFWLYLWLHV�VXFK�DV
VXUIDFLQJ�DQG�WKH�FOHDQLQJ�RI�FXOYHUWV�DQG�GLWFKHV�

2SHUDWLRQDO�SODQV�WKDW�ZHUH�DSSURYHG�GXULQJ�WKH�DXGLW�SHULRG�LQFOXGH����VLOYLFXOWXUH
SUHVFULSWLRQV�DQG����ORJJLQJ�SODQV��7KH�DXGLW�ZRUN�RQ�RSHUDWLRQDO�SODQV�DSSURYHG�LQ�WKH�DXGLW
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SHULRG�DQG�QRW�LPSOHPHQWHG�ZDV�OLPLWHG�WR�UHYLHZLQJ�WKH�FRQWHQW�UHTXLUHPHQWV�RQO\��ZLWK�QR
ILHOG�WHVWLQJ�RI�WKHVH�SODQV�

6HFWLRQ���GHVFULEHV�WKH�UHVXOWV�RI�WKH�DXGLW��7KH�%RDUG
V�DXGLW�UHIHUHQFH�PDQXDO���5HIHUHQFH�0DQXDO
��&RPSOLDQFH�$XGLWV��9HUVLRQ����0D\��������VHWV�RXW�WKH�VWDQGDUGV�DQG�SURFHGXUHV�WKDW�ZHUH�XVHG
IRU�WKLV�DXGLW�

3.0 Audit Findings

3ODQQLQJ�DQG�SUDFWLFHV�H[DPLQHG

7KH�DXGLW�ZRUN�RQ�VHOHFWHG�URDGV�DQG�FXWEORFNV�LQFOXGHG�DVVHVVPHQWV�IURP�WKH�DLU�XVLQJ
KHOLFRSWHUV�DQG�JURXQG�EDVHG�SURFHGXUHV��7KH�DXGLW�H[DPLQHG�

• RSHUDWLRQDO�SODQQLQJ�RQ����FXWEORFNV�ZKHUH�WLPEHU�KDUYHVWLQJ�KDG�QRW�FRPPHQFHG�

• WLPEHU�KDUYHVWLQJ�SUDFWLFHV�RQ���FXWEORFNV�DQG�WKH�UHODWHG�RSHUDWLRQDO�SODQV�

• KDUYHVWLQJ�SUDFWLFHV�RQ����FXWEORFNV�IRU�VDOYDJH�RU�FRQWURO�RI�WLPEHU�DIIHFWHG�E\�PRXQWDLQ
SLQH�EHHWOH�

• WKH�FRQVWUXFWLRQ�RI����URDG�VHFWLRQV�WRWDOLQJ������NLORPHWUHV�

• WKH�PDLQWHQDQFH�RI����URDG�VHFWLRQV�WRWDOLQJ�����NLORPHWUHV��DQG

• WKH�GHDFWLYDWLRQ�RI����URDG�VHFWLRQV�RI�URDG�LQFOXGLQJ����DVVHVVHG�IURP�WKH�DLU�

)LQGLQJV

7LPEHU�KDUYHVWLQJ�²�7KH�WLPEHU�KDUYHVWLQJ�DFWLYLWLHV�ZHUH�LQ�FRPSOLDQFH��LQ�DOO�VLJQLILFDQW
UHVSHFWV��ZLWK�&RGH�UHTXLUHPHQWV��,Q�UHDFKLQJ�WKH�FRQFOXVLRQ�WKDW�WLPEHU�KDUYHVWLQJ�FRPSOLHG�LQ
DOO�VLJQLILFDQW�UHVSHFWV��WKH�DXGLW�LGHQWLILHG�FRQFHUQV�ZLWK�H[FHVVLYH�UXWWLQJ�DQG�FRPSDFWLRQ�RI
VRLOV��ZKLFK�DUH�GHVFULEHG�LQ�VHFWLRQ���RI�WKLV�UHSRUW��7KHVH�GLG�QRW�FRQVWLWXWH�QRQ�FRPSOLDQFH
EHFDXVH�WKH�PHDVXUHG�VLWH�GLVWXUEDQFH�ZDV�ZLWKLQ�WKH�OLPLWV�DOORZHG�E\�WKH�&RGH�IRU�HDFK
FXWEORFN�

5RDG�FRQVWUXFWLRQ�²�7KH�URDG�FRQVWUXFWLRQ�DFWLYLWLHV�ZHUH�LQ�FRPSOLDQFH��LQ�DOO�VLJQLILFDQW
UHVSHFWV��ZLWK�&RGH�UHTXLUHPHQWV�

5RDG�PDLQWHQDQFH�²�7KH�URDG�PDLQWHQDQFH�DFWLYLWLHV�ZHUH�QRW�DGHTXDWHO\�FDUULHG�RXW�EHFDXVH�RI
QRQ�FRPSOLDQFH�ZLWK�&RGH�UHTXLUHPHQWV�RQ�PDQ\�RI�WKH�URDG�VHFWLRQV�H[DPLQHG��([DPSOHV�RI
QRQ�FRPSOLDQFH�LGHQWLILHG�E\�WKH�DXGLW�LQFOXGHG�WKH�DOWHUDWLRQ�RI�QDWXUDO�GUDLQDJH�SDWWHUQV�
GDPDJHG�FXOYHUWV��DQG�VDIHW\�KD]DUGV�ZKLFK�LQFOXGH�WKH�IDLOXUH�RI�URDG�SULVPV��URDG�VXUIDFH�
FXWVORSH�DQG�ILOOVORSH��

5RDG�GHDFWLYDWLRQ�²�7KH�URDG�GHDFWLYDWLRQ�DFWLYLWLHV�GLG�QRW�FRPSO\�ZLWK�&RGH�UHTXLUHPHQWV�IRU
WKH�IROORZLQJ�UHDVRQV�

• URDG�GHDFWLYDWLRQ�ZRUN�VKRZQ�LQ�WKH�IRUHVW�GHYHORSPHQW�SODQ�ZDV�QRW�SHUIRUPHG�
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• URDG�GHDFWLYDWLRQ�ZRUN�UHIHUHQFHG�E\�1RUWKZRRG�DV�FRPSOHWHG�LQ�FRUUHVSRQGHQFH�WR�D
UHJXODWRU\�DJHQF\�ZDV�QRW�SHUIRUPHG��DQG

• URDGV�GHDFWLYDWHG�ZHUH�QRW�LQFOXGHG�LQ�WKH�IRUHVW�GHYHORSPHQW�SODQ�

7KH�DXGLW�GHWHUPLQHG�WKDW�WKHVH�SUDFWLFHV�GR�QRW�UHSUHVHQW�D�VLJQLILFDQW�EUHDFK�EHFDXVH
VLJQLILFDQW�KDUP�WR�SHUVRQV�RU�WKH�HQYLURQPHQW�KDG�QHLWKHU�RFFXUUHG�QRU�ZDV�EHJLQQLQJ�WR
RFFXU�

��� 5RDG�0DLQWHQDQFH

2I�WKH����URDG�VHFWLRQV�H[DPLQHG�IRU�PDLQWHQDQFH�DFWLYLWLHV��WKH�DXGLW�LGHQWLILHG�WKDW�PRVW�KDG
RQH�RU�PRUH�LQVWDQFHV�RI�GHILFLHQW�URDG�PDLQWHQDQFH��([DPSOHV�RI�WKHVH�QRQ�FRPSOLDQFH
GHILFLHQFLHV�DQG�WKHLU�LPSDFWV�DUH�GHWDLOHG�EHORZ�

• &XOYHUWV�WKDW�ZHUH�FUXVKHG��EORFNHG�RU�RWKHUZLVH�QRW�IXQFWLRQLQJ�UHVXOWHG�LQ�SRQGLQJ�RI
ZDWHU��DQG�WKH�GLVUXSWLRQ�RI�QDWXUDO�GUDLQDJH�SDWWHUQV��$OWHUHG�GUDLQDJH�SDWWHUQV�FDXVHG�RU
FRQWULEXWHG�WR�URDG�VXUIDFH�HURVLRQ��UXWWLQJ��DQG�WKH�GHSRVLWLRQ�RI�VHGLPHQW�LQWR�ILVK�EHDULQJ
VWUHDPV�

• $�VDIHW\�KD]DUG�H[LVWHG�WR�URDG�XVHUV�IURP�WKH�IDLOXUH�RI�URDG�SULVPV�GXH�WR�LQDGHTXDWH
GUDLQDJH�VWUXFWXUHV�RQ�URDGV�EXLOW�LQ�WKH�ZLQWHU��KD]DUG�WUHHV�QRW�UHPRYHG�IURP�ULJKW�RI�
ZD\V��DQG�SRRU�YLVLELOLW\�GXH�WR�LQVXIILFLHQW�EUXVKLQJ�

7KH�LPSDFWV�WR�IRUHVW�UHVRXUFHV�DQG�URDG�XVHUV�UHVXOWLQJ�IURP�GHILFLHQW�PDLQWHQDQFH�RQ�HDFK
URDG�ORFDWLRQ�ZDV�QRW�VLJQLILFDQW��+RZHYHU��WKH�DXGLW�FRQFOXGHG�WKDW�WKH�IUHTXHQF\�RI�WKH
PDLQWHQDQFH�GHILFLHQFLHV�UHSUHVHQWV�VLJQLILFDQW�QRQ�FRPSOLDQFH�ZLWK�&RGH�UHTXLUHPHQWV�

7KH�PDLQ�DUHDV�RI�WKH�&RGH�WR�ZKLFK�WKH�DERYH�QRQ�FRPSOLDQFH�UHODWHV�DUH�6HFWLRQ�������RI�WKH
&RGH��ZKLFK�UHTXLUHV�WKDW�D�SHUVRQ�PDLQWDLQ�URDGV�XVHG�XQGHU�WKH�DXWKRULW\�RI�URDG�SHUPLWV��DQG
6HFWLRQ�������RI�WKH�)RUHVW�5RDG�5HJXODWLRQ��ZKLFK�VSHFLILHV�WKH�PDLQWHQDQFH�UHTXLUHPHQWV�IRU
SHUVRQV�UHTXLUHG�WR�PDLQWDLQ�URDGV�

��� 5RDG�'HDFWLYDWLRQ

7KH�DXGLW�H[DPLQHG����URDGV�IRU�GHDFWLYDWLRQ�DFWLYLWLHV��7KHVH�LQFOXGHG�URDGV�LGHQWLILHG�IRU
GHDFWLYDWLRQ�LQ�WKH�IRUHVW�GHYHORSPHQW�SODQ�DQG�URDGV�WKDW�ZHUH�QRW�LQFOXGHG�LQ�WKH�IRUHVW
GHYHORSPHQW�SODQ�

2Q�URDGV�LGHQWLILHG�IRU�GHDFWLYDWLRQ�LQ�WKH�IRUHVW�GHYHORSPHQW�SODQ�WKH�DXGLW�IRXQG�WKDW�HLWKHU
QR�GHDFWLYDWLRQ�ZRUN�KDG�RFFXUUHG�RU�WKH�SODQQHG�OHYHO�RI�GHDFWLYDWLRQ�ZDV�QRW�FDUULHG�RXW�

$�QXPEHU�RI�URDGV�WKDW�ZHUH�QRW�LGHQWLILHG�IRU�GHDFWLYDWLRQ�LQ�WKH�IRUHVW�GHYHORSPHQW�SODQ�ZHUH
UHIHUHQFHG�E\�1RUWKZRRG�LQ�WKHLU�FRUUHVSRQGHQFH�WR�D�UHJXODWRU\�DJHQF\�DV�KDYLQJ�EHHQ
GHDFWLYDWHG��7KH�DXGLW�IRXQG�WKDW�QR�GHDFWLYDWLRQ�ZRUN�KDG�WDNHQ�SODFH�RQ�WKHVH�URDGV�

,Q�DGGLWLRQ��D�QXPEHU�RI�URDGV�GHDFWLYDWHG�E\�1RUWKZRRG�ZHUH�QRW�LGHQWLILHG�IRU�GHDFWLYDWLRQ�LQ
WKH�IRUHVW�GHYHORSPHQW�SODQ�
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$W�WKH�WLPH�RI�WKH�DXGLW��WKH�LPSDFW�WR�URDG�XVHUV�DQG�IRUHVW�UHVRXUFHV�IURP�URDG�GHDFWLYDWLRQ
QRW�EHLQJ�FDUULHG�RXW�LQ�DFFRUGDQFH�ZLWK�WKH�IRUHVW�GHYHORSPHQW�SODQ�ZDV�QRW�VLJQLILFDQW��1R
SUREOHPV�ZHUH�LGHQWLILHG�ZLWK�WKH�DFWXDO�GHDFWLYDWLRQ�ZRUN�FDUULHG�RXW�RQ�WKH�JURXQG�

6HFWLRQ����RI�WKH�2SHUDWLRQDO�3ODQQLQJ�5HJXODWLRQ�VSHFLILHV�WKDW�D�IRUHVW�GHYHORSPHQW�SODQ�PXVW
LGHQWLI\�URDG�GHDFWLYDWLRQ�RSHUDWLRQV��LQFOXGLQJ�WKH�OHYHO�RI�GHDFWLYDWLRQ��WKDW�DUH�WR�EH
FRQGXFWHG�LQ�HDFK�RI�WKH�ILUVW�WKUHH�\HDUV�RI�WKH�IRUHVW�GHYHORSPHQW�SODQ�

7KH�DXGLW�FRQFOXGHG�WKDW�WKH�GHDFWLYDWLRQ�DFWLYLWLHV�FDUULHG�RXW�DUH�QRW�LQ�FRPSOLDQFH�ZLWK�WKRVH
VHW�RXW�DQG�DSSURYHG�LQ�WKH�IRUHVW�GHYHORSPHQW�SODQ��&RQVHTXHQWO\��UHJXODWRU\�DJHQFLHV��WKLUG
SDUWLHV�DQG�WKH�SXEOLF�DUH�GHSULYHG�RI�WKH�RSSRUWXQLW\�WR�SURYLGH�HIIHFWLYH�LQSXW�WR�WKH�IRUHVW
GHYHORSPHQW�SODQ�DV�D�UHVXOW�RI�GHILFLHQW�LQIRUPDWLRQ�RQ�SODQQHG�URDG�GHDFWLYDWLRQ�DFWLYLWLHV�
,QDGHTXDWH�LQIRUPDWLRQ�DERXW�URDG�GHDFWLYDWLRQ�FRXOG�UHVXOW�LQ�LQDSSURSULDWH�OLPLWDWLRQ�RI�DFFHVV
WR�IRUHVW�URDG�XVHUV�DQG�SRWHQWLDO�VDIHW\�FRQFHUQV�

4.0 Other – Comment on rutting and soil compaction

7KH�DXGLW�LGHQWLILHG�OHYHOV�RI�UXWWLQJ�DQG�VRLO�FRPSDFWLRQ�WKDW�ZHUH�FRQVLGHUHG�H[FHVVLYH�EXW
FRPSOLHG�ZLWK�&RGH�UHTXLUHPHQWV�

7KH�UXWWLQJ�DQG�FRPSDFWLRQ�RI�VRLOV�UHVXOWHG�IURP�KHDY\�PDFKLQHU\�EHLQJ�RSHUDWHG�RQ�PRLVW�WR
VDWXUDWHG�ILQH�WH[WXUHG�VRLOV��,Q�VRPH�FXWEORFNV�WKLV�LQYROYHG�DUHDV�XS�WR�RQH�RU�PRUH�KHFWDUHV�LQ
VL]H�EHLQJ�LPSDFWHG�E\�WKH�FRQFHQWUDWHG�UXWWLQJ�DQG�FRPSDFWLRQ�RI�VRLOV��&RGH�VWDQGDUGV�GR�QRW
SUHFOXGH�WKHVH�W\SH�RI�DGYHUVH�LPSDFWV�IURP�RFFXUULQJ�

7KH�FRQFHQWUDWHG�DUHDV�RI�UXWWLQJ�DQG�FRPSDFWLRQ��ZKLFK�ZHUH�REVHUYHG�RQ����FXWEORFNV
KDUYHVWHG�PRVWO\�LQ�WKH�VXPPHU��KDYH�OLNHO\�DIIHFWHG�WKH�SURGXFWLYLW\�DQG�WKH�DELOLW\�RI�WKHVH
VLWHV�WR�SURGXFH�FURS�WUHHV�LQ�WKH�IXWXUH��,VVXHV�VXFK�DV�UHGXFHG�URRW�FDSDFLW\��LQFUHDVHG�WLPEHU
EORZ�GRZQ�SRWHQWLDO�DQG�JHQHUDOO\�SRRU�WUHH�JURZWK�FDQ�UHVXOW�IURP�WKH�UXWWLQJ�DQG�FRPSDFWLRQ
WKDW�RFFXUUHG�LQ�WKHVH�DUHDV

7KH�FRQFHQWUDWHG�UXWWLQJ�DQG�H[FHVVLYH�VRLO�FRPSDFWLRQ�ZDV�QRW�FRQVLGHUHG�WR�EH�QRQ�
FRPSOLDQFH�ZLWK�WKH�&RGH�EHFDXVH�VXUYH\�PHDVXUHPHQWV�LQGLFDWHG�WKH�GLVWXUEDQFH�OHYHOV�ZHUH
OHVV�WKDQ�WKH�PD[LPXP�DOORZDEOH�OHYHOV�VSHFLILHG�E\�WKH�VLOYLFXOWXUH�SUHVFULSWLRQV�IRU�HDFK�RI�WKH
FXWEORFNV��5HVXOWV�VWLOO�UHPDLQHG�EHORZ�PD[LPXP�DOORZDEOH�OHYHOV�HYHQ�ZKHQ�WKH�VXUYH\
PHDVXUHPHQWV�ZHUH�ORFDOL]HG�RQ�RQH�KHFWDUH�SRUWLRQV�RI�WKH�FXWEORFNV�WKDW�FRQWDLQHG�WKH�KLJKHVW
OHYHOV�RI�VRLO�GLVWXUEDQFH�

5.0 Audit Opinion

7LPEHU�KDUYHVWLQJ�DQG�URDG�FRQVWUXFWLRQ�DQG�PDLQWHQDQFH

,Q�P\�RSLQLRQ��H[FHSW�IRU�WKH�VLJQLILFDQW�QRQ�FRPSOLDQFH�GHVFULEHG�EHORZ��WKH�WLPEHU�KDUYHVWLQJ
DQG�URDG�FRQVWUXFWLRQ�DQG�PDLQWHQDQFH�DFWLYLWLHV�FDUULHG�RXW�E\�1RUWKZRRG�3XOS�DQG�7LPEHU
/LPLWHG���+RXVWRQ�'LYLVLRQ�RQ�)RUHVW�/LFHQFH�$������IURP�-XO\���������WR�-XO\����������ZHUH�LQ
FRPSOLDQFH��LQ�DOO�VLJQLILFDQW�UHVSHFWV��ZLWK�WKH�URDG�DQG�KDUYHVWLQJ�UHTXLUHPHQWV�RI�WKH�&RGH�DV
RI�-XO\������
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$V�GHVFULEHG�LQ�VHFWLRQ����QRQ�FRPSOLDQFH�ZLWK�&RGH�UHTXLUHPHQWV�IRU�URDG�PDLQWHQDQFH�ZDV
LGHQWLILHG�RQ�PDQ\�RI�WKH�URDG�VHFWLRQV�H[DPLQHG��([DPSOHV�RI�QRQ�FRPSOLDQFH�LGHQWLILHG�E\�WKH
DXGLW�LQFOXGHG�WKH�DOWHUDWLRQ�RI�QDWXUDO�GUDLQDJH�SDWWHUQV��GDPDJHG�FXOYHUWV��DQG�VDIHW\�KD]DUGV
ZKLFK�LQFOXGH�WKH�IDLOXUH�RI�URDG�SULVPV��URDG�VXUIDFH��FXWVORSH�DQG�ILOOVORSH���$OWKRXJK�WKH
LPSDFWV�WR�IRUHVW�UHVRXUFHV�DQG�URDG�XVHUV�IURP�WKH�QRQ�FRPSOLDQFH�ZHUH�QRW�VLJQLILFDQW��WKH
IUHTXHQF\�RI�WKH�PDLQWHQDQFH�GHILFLHQFLHV�ZDV�FRQVLGHUHG�VLJQLILFDQW�

5RDG�GHDFWLYDWLRQ

,Q�P\�RSLQLRQ��WKH�URDG�GHDFWLYDWLRQ�FDUULHG�RXW�E\�1RUWKZRRG�3XOS�DQG�7LPEHU�/LPLWHG��
+RXVWRQ�'LYLVLRQ�RQ�)RUHVW�/LFHQFH�$������IURP�-XO\����������WR�-XO\����������GLG�QRW�FRPSO\
ZLWK�&RGH�UHTXLUHPHQWV�EHFDXVH�PRVW�URDG�GHDFWLYDWLRQ�ZRUN�ZDV�QRW�FDUULHG�RXW�LQ�DFFRUGDQFH
ZLWK�WKH�IRUHVW�GHYHORSPHQW�SODQ��$V�GHVFULEHG�LQ�VHFWLRQ������WKLV�LQFOXGHG�URDGV�WKDW�ZHUH
GHDFWLYDWHG�EXW�QRW�SODQQHG�IRU�GHDFWLYDWLRQ�LQ�WKH�IRUHVW�GHYHORSPHQW�SODQ��URDGV�SODQQHG�IRU
GHDFWLYDWLRQ�ZHUH�HLWKHU�QRW�GHDFWLYDWHG�DW�DOO�RU�ZHUH�GHDFWLYDWHG�WR�D�OHYHO�GLIIHUHQW�WKDQ
SODQQHG��DQG�QR�GHDFWLYDWLRQ�ZRUN�RFFXUUHG�RQ�URDGV�WKDW�ZHUH�LQGLFDWHG�WR�D�UHJXODWRU\�DJHQF\
DV�EHLQJ�GHDFWLYDWHG�

1R�SUREOHPV�ZHUH�LGHQWLILHG�ZLWK�WKH�DFWXDO�GHDFWLYDWLRQ�ZRUN�FDUULHG�RXW�RQ�WKH�JURXQG�
+RZHYHU��LQDGHTXDWH�LQIRUPDWLRQ�DERXW�URDG�GHDFWLYDWLRQ�FRXOG�UHVXOW�LQ�LQDSSURSULDWH
OLPLWDWLRQ�RI�DFFHVV�WR�IRUHVW�UHVRXUFH�XVHUV�DQG�VDIHW\�FRQFHUQV�

2WKHU

:LWKRXW�IXUWKHU�TXDOLI\LQJ�P\�RSLQLRQ��,�DOVR�GUDZ�DWWHQWLRQ�WR�WKH�FRQFHUQ�GHVFULEHG�LQ�VHFWLRQ
��WKDW�&RGH�VWDQGDUGV�GR�QRW�SUHFOXGH�ORFDOL]HG�UXWWLQJ�DQG�H[FHVVLYH�VRLO�FRPSDFWLRQ��7KH
ORFDOL]HG�UXWWLQJ�DQG�H[FHVVLYH�VRLO�FRPSDFWLRQ��ZLWKLQ�DUHDV�WKDW�ZHUH�RQH�KHFWDUH�RU�PRUH�LQ
VL]H��KDYH�OLNHO\�DIIHFWHG�WKH�SURGXFWLYLW\�DQG�WKH�DELOLW\�RI�WKHVH�VLWHV�WR�SURGXFH�FURS�WUHHV�LQ
WKH�IXWXUH�

,Q�UHIHUHQFH�WR�FRPSOLDQFH��WKH�WHUP�´LQ�DOO�VLJQLILFDQW�UHVSHFWVµ�UHFRJQL]HV�WKDW�WKHUH�PD\�EH
PLQRU�LQVWDQFHV�RI�QRQ�FRPSOLDQFH�WKDW�HLWKHU�PD\�QRW�EH�GHWHFWHG�E\�WKH�DXGLW��RU�WKDW�ZHUH
GHWHFWHG�EXW�QRW�FRQVLGHUHG�ZRUWK\�RI�LQFOXVLRQ�LQ�WKH�DXGLW�UHSRUW�

6HFWLRQV���DQG���RI�WKLV�UHSRUW�IURP�WKH�DXGLWRU�GHVFULEH�WKH�EDVLV�RI�WKH�DXGLW�ZRUN�WKDW�IRUPHG
WKH�EDVLV�IRU�UHDFKLQJ�WKH�DERYH�RSLQLRQV��7KH�DXGLW�ZDV�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK�WKH
DXGLWLQJ�VWDQGDUGV�RI�WKH�)RUHVW�3UDFWLFHV�%RDUG��6XFK�DQ�DXGLW�LQFOXGHV�H[DPLQLQJ�VXIILFLHQW
URDG�DQG�WLPEHU�KDUYHVWLQJ�SUDFWLFHV�WR�VXSSRUW�DQ�RYHUDOO�HYDOXDWLRQ�RI�FRPSOLDQFH�ZLWK�WKH
&RGH�

6XFKD�0RUH��&$
$XGLWRU
)RUHVW�3UDFWLFHV�%RDUG
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Operating Areas of Forest Licence A16828

Northwood Pulp and Timber Ltd.
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(QGQRWHV

�����������������������������������������������

L $ IRUHVW GHYHORSPHQW SODQ LV DQ RSHUDWLRQDO SODQ ZKLFK SURYLGHV WKH SXEOLF DQG JRYHUQPHQW DJHQFLHV ZLWK
LQIRUPDWLRQ DERXW WKH ORFDWLRQ DQG VFKHGXOLQJ RI SURSRVHG URDGV DQG FXWEORFNV IRU KDUYHVWLQJ WLPEHU RYHU D
SHULRG RI DW OHDVW ILYH \HDUV� 7KH SODQ PXVW VSHFLI\ PHDVXUHV WKDW ZLOO EH FDUULHG RXW WR SURWHFW IRUHVW
UHVRXUFHV �LQFOXGLQJ ZDWHU� ILVKHULHV DQG RWKHU IRUHVW UHVRXUFHV�� ,W PXVW DOVR LOOXVWUDWH DQG GHVFULEH KRZ
REMHFWLYHV DQG VWUDWHJLHV HVWDEOLVKHG LQ KLJKHU OHYHO SODQV� ZKHUH WKH\ KDYH EHHQ SUHSDUHG� ZLOO EH FDUULHG RXW�
6LWH VSHFLILF SODQV DUH UHTXLUHG WR EH FRQVLVWHQW ZLWK WKH IRUHVW GHYHORSPHQW SODQ�

LL $ VLOYLFXOWXUH SUHVFULSWLRQ LV D VLWH VSHFLILF RSHUDWLRQDO SODQ WKDW GHVFULEHV WKH IRUHVW PDQDJHPHQW
REMHFWLYHV IRU DQ DUHD WR EH KDUYHVWHG �D FXWEORFN�� 7KH VLOYLFXOWXUH SUHVFULSWLRQV H[DPLQHG LQ WKH DXGLW DUH
UHTXLUHG WR GHVFULEH WKH PDQDJHPHQW DFWLYLWLHV SURSRVHG WR PDLQWDLQ WKH LQKHUHQW SURGXFWLYLW\ RI WKH VLWH�
DFFRPPRGDWH DOO UHVRXUFH YDOXHV LQFOXGLQJ ELRORJLFDO GLYHUVLW\� DQG SURGXFH D IUHH JURZLQJ VWDQG FDSDEOH RI
PHHWLQJ VWDWHG PDQDJHPHQW REMHFWLYHV� 6LOYLFXOWXUH SUHVFULSWLRQV PXVW EH FRQVLVWHQW ZLWK KLJKHU OHYHO SODQV
WKDW HQFRPSDVV WKH DUHD WR ZKLFK WKH SUHVFULSWLRQ DSSOLHV�

LLL $ ORJJLQJ SODQ LV DQ RSHUDWLRQDO SODQ WKDW GHWDLOV KRZ� ZKHQ� DQG ZKHUH WLPEHU KDUYHVWLQJ DQG URDG
FRQVWUXFWLRQ DFWLYLWLHV ZLOO WDNH SODFH LQ D FXWEORFN LQ DFFRUGDQFH ZLWK WKH DSSURYHG VLOYLFXOWXUH SUHVFULSWLRQ
DQG IRUHVW GHYHORSPHQW SODQ IRU WKH DUHD� ,QIRUPDWLRQ DERXW RWKHU IRUHVW UHVRXUFH YDOXHV� SOXV DOO FXUUHQW
ILHOG LQIRUPDWLRQ IRU WKH DUHD� PXVW EH FOHDUO\ VKRZQ LQ WKH ORJJLQJ SODQ�
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Northwood Pulp and
Timber Ltd. - FL A16828

The audit examined
Northwood’s timber
harvesting and road
practices, and the related
operational plans for the
period July 1, 1996, to July
1, 1997.

Download Full Report 
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NEWS RELEASE

For Immediate Release
January 7, 2000

Forest Practices Audit Finds Northwood Did Not Comply with Code Court
allows audit to be released

VICTORIA - Northwood Pulp and Timber Ltd.'s Houston Division did not comply with the Forest Practices Code
in maintaining and deactivating roads. Northwood also caused excessive soil disturbance by logging during wet
weather, although this complied with the code, according to a Forest Practices Board audit released today
following a court ruling.

A B.C. Court of Appeal judge ruled today that the board can release the report without waiting for the results
of Northwood's appeal of a B.C. Supreme Court decision. That decision confirmed the board's right to make
the comments about excessive soil disturbance thast appear in the audit report.

Northwood's timber harvesting and road construction complied with the code in all significant respects.
"However, the audit found rutting and excessive soil compaction had occurred in ten cutblocks," said board
chair Keith Moore. "This was caused by logging equipment operating during wet conditions, and could have
been prevented. The frequency and extent of this problem will affect soil productivity and will have long-term
impacts on tree establishment and growth. The board found that although these practices complied with the
code, they were not consistent with sound forest practices."

The board has recommended that Northwood implement several measures to prevent these problems during
future harvesting operations. The board also recommended that government change the code to prevent forest
practices that cause concentrated rutting and excessive soil compaction and reduce soil productivity.

The audit also identified instances of non-compliance involving inadequate road maintenance on many of the
roads examined. This included crushed or blocked culverts and disrupted natural drainage patterns. The
impact of each instance was not significant on its own because of the gentle terrain involved, but the
frequency of the non-compliance was considered significant. "Deficient road maintenance creates the potential
for safety hazards that could affect anyone using these roads," said Moore.

Northwood's road deactivation work did not comply with code requirements. While there wasn't a problem with
the actual work, the audit found that it was not carried out as shown in the approved plans. Roads that were
supposed to be deactivated weren't. Active roads were reported as deactivated, while other roads were
deactivated that were not identified in the plan.

"The lack of consistency between what was planned and what was actually carried out makes it impossible for
government agencies or the public to know which roads are accessible. This could create a loss of public
access and a safety issue," said Moore.

The board also made a number of recommendations to Northwood, concerning the maintenance and
deactivation problems identified in the audit. These include reviewing, developing and implementing operating
procedures for inspecting roads and carrying out maintenance work, as well as ensuring that all planned and
completed road deactivation is identified in forest development plans and carried out.

The release of this report was delayed as the Forest Practices Board faced its first court challenge on what it
can report publicly in a compliance audit. Northwood obtained a court order halting publication of the audit
report in June 1999 and challenged the board's reporting rights in B.C. Supreme Court. A Nov. 30, 1999,
judgement, based on a hearing held in October, rejected Northwood's argument. Northwood has appealed that
decision. However, a Court of Appeal judge ruled today the Board could release the report without waiting for
Northwood's appeal to be decided. The appeal is not expected to proceed for several months.

Forest Licence A16828 includes operating areas north and south of Houston, B.C. The audit examined the
forest planning and field activities related to timber harvesting and road construction, maintenance and
deactivation carried out between July 1996 and July 1997. The forest licence has since been taken over by
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Backgrounder

Canfor as part of its buyout of Northwood Inc.

The licence was selected for audit from the population of major forest licences within the Prince Rupert forest
region. It was selected randomly and not on the basis of location or level of performance. The area of
operations covers about 600,000 hectares from the northeast side of Babine Lake to the Tahtsa Reach on
Ootsa Lake.

The Forest Practices Board is B.C.'s independent watchdog for sound forest practices. The board provides
British Columbians with objective and independent assessments of the state of forest planning and practices in
the province, compliance with the code, and the achievement of its intent.

The board's main roles, established under the Forest Practices Code, are auditing forest practices, undertaking
investigations in response to public complaints, investigating any code-related forestry issues, participating in
administrative reviews and appeals and providing reports on board activities, findings and recommendations.

Investigating public complaints.

Auditing government enforcement of the code.

Auditing forest practices of government and licence holders on public lands.

Undertaking special investigations of code-related forestry issues.

Participating in administrative reviews and appeals.

Providing reports on board activities, findings and recommendations. 
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