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1. Overview

PricewaterhouseCoopers (“PwC”) is pleased to submit our report covering the
operations and administration of the Province’s Forests for Tomorrow Program
(“FFT”) for the year end March 31, 2009.

In March, 2005 the BC government announced funding earmarked at addressing the
long term timber supply in management units that have been heavily impacted by the
mountain pine beetle (“MPB”) and/or wildfires. At that time, it was estimated that
the FFT may run for 15 years, with a budget that would increase annually
commencing in 2009/10 and decrease as free-growing forests are achieved.

In 2008/09, PwC administered $25.9 million of provincial funds on behalf of the
Ministry of Forests & Range (“MFR”). During the fiscal year, PwC approved 312
projects ($24.6 million) for eligible FFT Recipients, including nine District Manager
approved Section 108 eligible licensees. The majority of the funding allocation was
expended on planting, survey and site preparation projects (over 80%), while other
silviculture activities such as brushing were completed in the eligible management
units identified by the MFR.

April and May 2009 have been busy for PwC as project completion summaries and
audits of the 2008/09 projects have been the main focus of our staff. The
performance and financial audit programs have been scheduled to occur from April
to June and will be reported on at the completion of PwC’s administration of the FFT
during the second quarter.

One of the keys to the success of the program administration has been the working
relationships we have with government, industry and consultants. PwC will continue
to work with the MFR and the Recipients during the first half of 2009/10 to ensure
that there is an orderly transition of the program back to the MFR as part of our effort
to assist in the FFT’s long-term success.
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2. Program Analysis

As of March 31, 2009 we have approved projects for $25.3 million (including
Section 108 payments) in the FFT program, representing 97% of the 2008/09 budget
($25.9 million) allocated to eligible FFT Recipients. A summary of the number and
value of program projects completed by the end of the fiscal year by Recipients under
PwC’s administration is shown in the following table.

Summary of FFT Completed Projects as of March 31, 2009

Component # $

Information Gathering and Management 33,542

Stand Establishment and Treatment 242 23,384,938

Strategic Resource Planning 26 457,557

Infrastructure 14 276,689

Training and Meetings 16 277,638

Stand Maintenance 4 123,988

Section 108 Payments 9 404,888

Cone Collection 1 310,000

Total Approved 312 $25,269,240

FFT Allocation Under Investment Schedules N/A $25,886,341

The summary of those Recipients involved in the 2008/09 FFT can be found in
Appendix 1. As can be seen above, based on PwC’s discussions with the MFR, PwC
was directed to pay District Manager approved Section 108 claims related to wildfire
as well as cone collection to retrieve seeds for future sowing obligations. It is
expected that these activities will continue in future fiscal years at the discretion of
the MFR.

The majority of projects approved under FFT during 2008/09 were focused on the
Stand Establishment and Treatment component (93%). Under this component,
surveys, site preparation, and planting, especially in Mountain Pine Beetle and other
pest infected stands in the Southern Interior Forest Region (“SIFR”), made up over
80% over the 2008/09 funding. SIFR Recipients spent nearly 39% of their funding
on survey projects aimed at identifying future areas requiring planting under the FFT
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program. SIFR Recipients also spent approximately $5.1 million on planting (26% of
their allocation) and $2.8 million (14%) on site preparation work during the fiscal
year. In the Northern Interior Forest Region (“NIFR”), Recipients continued to ramp
up their activities during 2008/09 and expended nearly 45% of their funding on
survey projects. NIFR Recipients also spent approximately $1.8 million on planting
(34% of their allocation) and $0.6 million (11%) on site preparation work during the
fiscal year. A summary of the projects completed by region is shown in Appendix 2.

3. Administrative Analysis

Financial Statements

As of March 31, 2009, $24.6 million (March 31, 2008, $12.1 million) of the FFT
funding has been distributed to Recipients and $0.7 million has been distributed to
Section 108 licensees and to the SIFR for the cone collection project.

Auditing

Leveraging our past experience, PwC’s planned audits for the FFT will be completed
in a manner to ensure that these audits are carried out efficiently and effectively.
Planning for the 2008/09 performance audits commenced in the third quarter and
auditing (both financial and performance) is scheduled to take place during April to
June, 2009. PwC has contacted the Recipients that will be audited during the fourth
quarter and anticipates that the audit reports will be completed by the end of June,
2009.
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4. 2009/10 Administrator Objectives

The following is a summary of objectives that PwC has established during the
transition of the FFT to the MFR for the upcoming 2009/10 fiscal year:

PwC will continue to work with the MFR Forest Practices Branch to ensure that
Recipients are using the available funds to complete the priority areas determined by
the MFR as specified in the transition document between PwC and the MFR.

PwC will continue to work closely with the Recipients and monitor project progress
(in the office) to enable PwC to detect any issues early on so Recipients are working
effectively and efficiently to meet the FFT objectives.

The 2008/09 financial and performance audits will be completed by the end of the
first quarter in 2009/10. PwC will forward complete audit reports to the MFR as
these reports become available.

PwC will work closely with the Recipients and the MFR at all levels in an effort to
ensure a smooth transition of the FFT back to the MFR by the second quarter of
2009/10.

In closing, PwC would like to extend its appreciation to the MFR and Recipients for
the working relationships and cooperation received over the past four plus years of
our administration and delivery. The FFT program continues to grow and its success
is built upon the relationships and spirit that have grown over that time.
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