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INCORPORATION

TimberWest Forest Corp. (“TimberWest” or “the Company”) was established on January 31, 1997, under the
laws of British Columbia. The Company owns all of the issued shares of TFL Forest Ltd. and Pacific Forest
Products Limited and the Company, together with its subsidiaries and their respective interests in partnerships, is
collectively referred to herein as "TimberWest".

The Company’s principal office is located at 2300 — 1055 West Georgia Street, Vancouver, British Columbia,
V6E 3P3, Canada, and its telephone number is (604) 654-4600.

All references herein to “dollars” and “$” are to Canadian dollars and all financial information reflected herein is
determined on the basis of Canadian generally accepted accounting principles (“GAAP”), unless otherwise
indicated.

COMPANIES COMPRISING TIMBERWEST

The Company was incorporated under the Company Act (British Columbia) on January 31, 1997, under the name
535950 British Columbia Ltd. and changed its name to TAL Acquisition Ltd. on February 27, 1997, to
TimberWest Forest Holdings Ltd. on June 9, 1997, to TimberWest Forest Management Limited on January 30,
1998, and to TimberWest Forest Corp. on September 30, 1998.

A predecessor of TFL Forest was incorporated under the Company Act on January 8, 1987, under the name
Pinette & Therrien Mills (1987) Ltd. and changed its name to TimberWest Forest Limited on October 14, 1993,
and was amalgamated pursuant to an arrangement under the Company Act on June 23, 1997. On September 30,
1998, TimberWest Forest Limited changed its name to TFL Holdings Ltd. and on October 5, 1998, to TFL
Forest. Prior to December 1993, the assets of TFL Forest were owned by a predecessor of NSCL and its
subsidiaries and TFL Forest did not carry on any active business.

A predecessor of Pacific was incorporated under the Company Act on November 12, 1992, under the name No.
250 Taurus Ventures Ltd. and changed its name to Pacific Forest Products Limited on June 3, 1993. Pacific was
amalgamated pursuant to an arrangement under the Company Act on December 10, 1997. Prior to July 1993,
Bowater and its subsidiaries owned the assets of Pacific.

PFP Forest Ltd. was incorporated under the Company Act on May 3, 1994, under the name 472162 B.C. Ltd. and
changed its name to Pacific Forest Products (1997) Limited on August 11, 1997, and to PFP Forest Ltd. on
February 25, 1998. PFP Forest is a wholly-owned subsidiary of Pacific.

The legal structure of the operating businesses of the Company’s indirect subsidiaries, TFL Forest and Pacific,
were reorganized in March 1998 into a corporate partnership called TimberWest Forest Company. TimberWest
Forest Corp. serves as the managing partner of TimberWest Forest Company.

The following diagram illustrates the legal structure of the Company and its subsidiaries.
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I I
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TFL Forest Ltd. I Pacific Forest Products Limited I
!
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Managing Partner \ 4
Partnership l PFP Forest Ltd.
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Forest Company
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Note: All corporations are governed by the Company Act.



GENERAL DEVELOPMENT OF THE BUSINESS

On June 23, 1997, the Company completed the acquisition of all of the issued shares of TFL Forest for aggregate
cash consideration of $674.1 million, plus costs of acquisition of approximately $2.0 million. At the time the
Company completed the acquisition of TFL Forest, Slocan Forest Products Ltd. and Riverside Forest Products
Limited purchased the operations of TFL Forest at Mackenzie and Williams Lake, British Columbia,
respectively, for total consideration of approximately $250.0 million, and the Trust acquired all of the securities
of the Company.

On December 10, 1997, the Company completed the acquisition of all of the issued shares of Pacific for
aggregate cash consideration of $572.6 million, plus costs of acquisition of approximately $32.1 million. Just
prior to completion of the Company’s acquisition of Pacific, Doman purchased all the lumbermill operations and
Crown timber tenures of Pacific for approximately $143.8 million (before a working capital adjustment in favour
of TimberWest of approximately $30.0 million).

In July 1998, the Board of Directors of the Company approved an increase in the long-run sustainable yield on
TimberWest’s Private Timberlands from 1.8 million m’ to a range of 2.1 million m® to 2.5 million m® per year.
This yield level reflects the Company’s current assumptions, and builds on a study conducted by TimberWest
and confirmed by the consulting firm of Mason, Bruce and Girard of Portland, Oregon. TimberWest’s long-run
sustainable yield is established based on assumptions associated with regeneration, age class distribution,
expected growth rates, and environmental and economic considerations and incorporates TimberWest’s
objective to manage the Private Timberlands on a long-term sustainable basis. This 33% increase in sustainable
yield represents a significant increase in value to Unitholders since the margins earned from the Private
Timberlands are significantly higher than from Crown timber tenures.

On September 30, 1998, unitholders and installment receipt holders of the Trust approved a reorganization of the
Trust and the Company. The reorganization involved the exchange of existing Trust Units with a new “stapled”
security of the Company on a one-for-one basis. As part of this reorganization, TimberWest Forest Management
Limited changed its name to TimberWest Forest Corp. The Stapled Units began trading on The Toronto Stock
Exchange (the “TSX”) under the symbol TWF.UN on October 6, 1998. The Trust Units ceased to be listed on
the TSX and the Vancouver Stock Exchange on October 9, 1998.

On January 26, 1999, TimberWest Forest Corp. reached a significant land trade agreement with the Province of
British Columbia. The agreement called for the transfer of 1,394 hectares of land from TimberWest to the
Province for the purpose of establishing new parks and also the transfer of a further 636 hectares of other Private
Timberlands for park and watershed related purposes. In exchange for these lands and the largely old growth
timber volumes on them, TimberWest was permitted to remove approximately 60,000 hectares of its Private
Timberlands from its two TFLs, leaving only 3,550 hectares under this form of tenure. This arrangement permits
TimberWest to have the same operating flexibility on these lands as the 274,000 hectares of its Private
Timberlands, which were never placed within TFLs. TimberWest also received about 3,300 hectares of newly-
privatized Crown lands consisting largely of young stands of timber and approximately $0.5 million in cash.
This agreement allowed for full integration of all TimberWest’s private land operations, resulting in planning
and operating efficiencies that were not achievable previously. In addition, because these lands are no longer
subject to government cut control provisions, TimberWest has much greater flexibility in harvesting its long-run
sustainable yield.

During 1999, TimberWest reached an agreement with an affiliate of J.S. Jones Timber Ltd. (“Jones) whereby
Jones will act as independent contractor for the direction and management of TimberWest’s Sandspit operations.
Under the agreement, TimberWest has retained ownership of its Crown tenures and Jones has purchased the
machinery and equipment and undertaken the forestry and harvesting activities of these operations. Jones will
also employ the existing staff and hourly employees. TimberWest had previously announced its decision to sell
the Sandspit operations to Jones pending tenure transfer by the Ministry of Forests. Approval of the transfer is a
lengthy process due to the required governmental consultations with First Nations. Upon completion of these
consultations, the provincial government will be in a position to make a decision on the application to transfer
the Crown tenures to Jones.

On July 14, 1999, all outstanding Trust Units that had not been previously exchanged for Stapled Units, except
those held by the Company, were called for redemption by the Trust. The Trust ceased to be a reporting issuer as
of October 13, 1999.

On May 20, 2000, the Company purchased 4,782,024 Stapled Units pursuant to a substantial issuer bid dated
April 19, 2000, and expiring at midnight on May 10, 2000. The Company paid $10.80 per Stapled Unit deposited
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under the bid for an aggregate purchase price of approximately $51.6 million, incurred related costs of $0.8
million and has charged $0.6 million of the buy back to distributions for a net purchase price of $51.8 million.

On January 31, 2001, the Company closed its Cowichan lumbermill in Youbou, British Columbia. The Company
will continue to operate on TFL 46 according to approved Forest Development Plans. The Company had
previously announced its decision to sell its rights to TFL 46, the associated harvesting operations, and the
Cowichan lumbermill. As a result of the decision to sell these operations, the assets of TFL 46 and the Cowichan
lumbermill were written down in 1999 by $24.7 million to reflect their estimated net realizable value.

During 2002, TimberWest implemented a strategic plan to enhance the performance of all businesses through
reduced costs and improved productivity. As part of a company-wide cost reduction program, a thorough
examination of business processes was undertaken in an effort to streamline operations and increase efficiencies.
As a result of this review the Company recorded a one-time, pre-tax charge to earnings of $9.8 million in the
second quarter of 2002, representing the expected costs of severance, early retirement programs and closure of
facilities resulting from the restructuring.

NARRATIVE DESCRIPTION OF THE BUSINESS

Overview of TimberWest’s Business

TimberWest is one of Canada’s largest businesses operating exclusively in the solid wood segment of the forest
industry. It operates entirely in the coastal region of British Columbia, where it is engaged primarily in the
harvesting and sale of logs. The business of TimberWest has been owned and managed for over 80 years by the
Company, or by NSCL, Crown Forest Industries Limited and their predecessors. Pacific and its predecessors
have owned and managed its private timberlands for over 40 years.

TimberWest owns in fee simple approximately 334,000 hectares (825,000 acres) of Private Timberland. With this
timberland asset base, the Company is well positioned as the largest owner of private forest lands in Western
Canada. The Company's Private Timberlands contain some of the better coniferous forest growing sites in the
world. The majority of the land base supports the growth of Douglas fir, a premium tree species sought after for
structural purposes. While ensuring that rigorous environmental and conservation practices for wildlife, water
quality protection, biodiversity conservation and a wide range of other conservation goals are applied, the Company
believes these lands can sustain a long-term harvest of 2.1 million to 2.5 million m® of logs per year.

TimberWest also holds two renewable long-term public Tree Farm Licences that provide the Company with the
right to harvest 1.2 million m’ of logs per year from Crown lands. The management practices applied to these lands
meet the stringent requirements of the provincial Forest Practices Code. On December 17, 2002, the government of
British Columbia introduced amendments to streamline the Forest Practices Code. Amendments are to be
implemented over a two-year period, with full implementation of the new Forest and Range Practices Act expected
in April 2005. The government has stated that these amendments will reduce the number of transactions between
government and licencees.

In order to optimize the value realized from its fibre resource and private land base, TimberWest engages in log
marketing and trading activities to realize the maximum value from its logs. The Company is also engaged in the
processing and sale of softwood lumber produced by its lumbermill located at Elk Falls on Vancouver Island. This
mill processes lower value logs primarily sourced from public tenures.

Included in the 334,000 hectares of Private Timberlands are approximately 6,000 hectares (14,800 acres) of Real
Estate Properties that are progressively being made available for higher uses.

TimberWest is focused primarily on maximizing the value realized from its Private Timberlands and Crown
timber tenures by:

(1) harvesting logs in a cost-effective manner consistent with sound environmental and sustainable forestry
practices;

(2) selling logs to targeted customers in both the domestic and higher value export markets;

(3) optimizing the value realized from small and second growth logs by manufacturing, in TimberWest’s
lumbermill, high-quality structural building components primarily for the Asia-Pacific residential
housing market; and

(4) extracting maximum value from its Real Estate Properties through property sales or exchanges.



Access to long-term, sustainable, high-quality timber resources is an important competitive element in the solid
wood segment of the forest industry. Through intensive silviculture and modern sustainable forest management
practices, TimberWest is committed to maintaining, protecting and improving the productivity of its forest
resource while protecting key environmental values.

TimberWest has ISO 14001 certification for all of its operations, both forestry and facilities. TimberWest’s
Private Timberlands have also been awarded Sustainable Forest Management Certification under the American
Forest and Paper Association’s Sustainable Forestry Initiatives (SFI)*™ Program.

At the current long-run sustainable yield of between 2.1 million and 2.5 million m® of logs per year, the Private
Timberlands account for approximately 65% of TimberWest’s total annual log harvest. The Forest Practices
Code does not apply to harvest levels from private timberlands outside of TFLs and no stumpage is payable on
logs harvested from private timberlands. The Crown timber tenures provide annual harvest volumes of
approximately 1.2 million m® of logs. In 2002, 52% of the harvest from Crown tenures was consumed for
processing in TimberWest’s Elk Falls lumbermill, with the remainder sold to other manufacturers in British
Columbia. TimberWest’s total annual log harvest volume is approximately 3.6 million m’.

Sawlogs are sold to both domestic and international customers. TimberWest is obligated, under various contracts
with NSCL and Doman, to make certain volumes available to operators of lumbermills and shingle mills who
provide wood chips to NSCL for use in their pulpmills and to Doman for processing in Doman’s lumbermills. In
addition, as opportunities arise, a certain volume of sawlogs harvested from the Private Timberlands are exported
to higher value markets. TimberWest’s entire pulplog production is committed to NSCL. All log sales and chip
supply transactions under the various agreements with Doman and NSCL are at prevailing market prices in the
Vancouver log market (see “Forest Management - Fibre Supply Agreements”).

TimberWest’s lumbermill complex at Elk Falls on Vancouver Island, operating at its rated capacity, processes
approximately 0.7 million m’® of logs annually. The total current two-shift annual rated production capacity of
the Elk Falls lumbermill for lumber and wood chips is 115 mmfbm and 200 mm’, respectively. Lumber is
shipped largely to offshore markets, primarily Japan, but also to other markets such as the United States,
Belgium and Australia. For the year ended December 31, 2002, lumber production totalled 122 mmfbm and
wood chip production totalled 214 mm’. Lumber sales for the same period were predominantly hemlock and
Douglas fir specialty and dimension lumber, of which, by volume, 31% was shipped within Canada, 53% to
Japan, 9% to the United States and 7% to other destinations. All of the wood chip production is committed to
NSCL under various long-term supply arrangements at prevailing market prices.

Forest Resources

Overview of Forest Resources

The following table shows the long-run sustainable yield from the Private Timberlands, the AAC from TFLs and
Forest Licences, and the annual harvest levels on Timber Licences outside of TFLs:

Forest Resources mm’ % of Total
Private Timberlands 2,100 - 2,500 63-67
TFL 46 " 463 12-14
TFL 47 (V®®) 599 16-18
Timber Licences V@@ 100 3
Forest Licences ¥ 64 2
Total 3,326 — 3,726 100

(1) AAC determinations for Crown tenures include waste and residue.
(2) Annual harvest from Timber Licences within the boundaries of the TFLs is included with the AAC of the TFLs.

(3) Certain of the Company’s Crown tenures are subject to an asset purchase agreement awaiting the Ministry of
Forests’ approval. AAC related to these tenures of approximately 116 mm® has been excluded from this
summary of forest resources.

(4) The rate of harvest on Timber Licences is at the discretion of the licencee. Over the past ten years, in excess of
100 mm® has been harvested annually.

Private Timberlands

In contrast to non-renewable natural resources, such as minerals and oil and gas, timber resources can be
managed on a sustainable basis to yield a predictable and stable volume of timber over an indefinite period of
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time. Continuous biological growth allows for flexibility in timing the harvesting of timber in order to take
advantage of market conditions. The Private Timberlands are among the most productive growing sites in British
Columbia, with a natural stand average annual growth rate of 7.2 m’ per hectare compared to the provincial
average of 2.5m’ per hectare. Economic Rotations range between 45 and 65 years on most of the Private
Timberlands with an overall average Harvest Rotation of approximately 60 years. Productivity is being enhanced
by intensive forest management practices such as genetic improvement and late-rotation forest fertilization.

Through a value for value exchange with the Province of British Columbia, most of the 61,300 hectares of
Private Timberlands previously held within TFLs were removed in early 1999. Currently only 3,500 hectares of
the Private Timberlands remain within TFL 46 and TFL 47. There are no government imposed harvest levels for
the approximately 330,500 hectares of Private Timberlands that are outside TFLs.

TimberWest has established the long-run sustainable yield for the Private Timberlands at 2.1 million to 2.5
million m® per year. This yield level reflects the Company’s current assumptions, and builds on a 1998
independent assessment by the consulting firm of Mason, Bruce and Girard which confirmed 2.4 million m® as
the sustainable yield. Market conditions may dictate changes to the actual volume of timber harvested in a
particular year.

Benefits of Private Timberlands. Private timberlands provide a number of advantages over Crown timber
tenures in British Columbia.

e Absence of Stumpage and Costs. Stumpage and costs for logs harvested from Crown lands have risen
significantly over the last few years, while private timber is stumpage free. During 2002, stumpage costs for
coastal British Columbia averaged approximately $20 per m’, up from $16 per m® for 2001. The Private
Timberlands have a significant value differential and will provide a strategic hedge against further increases
in stumpage costs.

o Flexibility in Customer Selection and Export Markets. The Private Timberlands are not tied to any
particular manufacturing facility, except through the fibre supply agreements with NSCL and Doman (see
“Forest Management - Fibre Supply Agreements”). As a result, TimberWest has the ability to direct logs
from the Private Timberlands to selected customers, subject to those fibre supply agreements. In addition,
logs from Crown timber tenures are not generally exported from British Columbia due to the restrictions
associated with Crown timber tenures. TimberWest has the ability to export logs from its Private
Timberlands to the higher value export log markets, albeit with some restrictions imposed by the federal
government.

e  Harvest Flexibility. Although Crown tenures have a certain amount of volume flexibility on an annual
basis, Private Timberlands afford full flexibility with regard to volumes harvested and selection of harvest
areas. As a result, the Private Timberlands can be managed to better match harvest levels and specific timber
stands with current market conditions and the needs of specific customers. In addition, because no
government pre-approval of harvest plans is required, timely and low-cost solutions can readily be
implemented to address specific community interests or to benefit from specific market opportunities.

o Absence of Administrative Costs Associated with the Forest Practices Code. The Private Timberlands held
outside of Crown timber tenures are not subject to the Forest Practices Code and the associated
administrative burden. The Forest Practices Code sets standards of performance for forest practices,
establishes planning procedures and sets a range of activity-specific penalties for non-performance and
applies to Crown lands and private timberlands within TFLs. The Private Timberlands, however, are subject
to a set of results-based environmental protection and reforestation regulations developed jointly by the
government and the PFLA, which came into effect in April 2000. These regulations protect the key public
values of fish habitat, water quality, soil conservation and critical wildlife habitat. Compliance with these
guidelines can be achieved at significantly lower cost to TimberWest while maintaining high standards of
forest management.

Inventory. TimberWest’s management believes that the biological yield for the Private Timberlands exceeds 2.1
to 2.5 million m’ per year under basic forest management practices. The total Merchantable Timber Inventory on
the Private Timberlands is currently estimated to be 43.2 million m’>. The age distribution on the Private
Timberlands is such that increasing amounts of second growth Douglas fir will become Merchantable Timber
over the next ten years. Most of this maturing second growth timber is located in lower elevation areas, which
have existing road systems and can be logged at relatively lower cost due to the moderate harvesting terrain. Of
the 334,000 hectares that make up the Private Timberlands, approximately 44,300 hectares are non-productive.

Age Class Distribution. The Private Timberlands contain a significant component of second-growth timber.
Combined with its harvest of second-growth timber from Crown timber tenures, TimberWest is the largest
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harvester of second-growth timber on the coast of British Columbia. Second-growth timber stands offer a more
consistent quality of timber and a lesser component of lower value pulplogs. In addition, harvesting costs are
also generally lower because second-growth areas are closer to transportation points, are located in easier
harvesting terrain and are accessible by established road systems. For the year ended December 31, 2002,
approximately 59% of the harvest from the Private Timberlands was derived from second-growth, which was
established through natural seeding or plantations. It is expected that volumes of plantation wood will increase as
stands move into harvestable age classes of 45 to 65 years old.

The table that follows illustrates the approximate age class distribution of trees on the Private Timberlands.

Age Class Distribution as at December 31, 2002 Hectares %
(years) (in thousands)

00 ettt ettt a et ettt et e eneeeneenns 30.0 9
LO-19 et ettt et et ens 27.7

20529 1ttt sttt ettt e ea 394 12
30m30 ettt 47.1 14
B0-49 ..o ettt ettt b ettt ettt eae 40.5 12
50550 ettt et sae 353 11
LT 3 PSR 12.6

TO=TO ettt ettt 6.1

BO-T19 e e e 12.0

L 20 ettt sttt ettt e ea 37.9 11
TOtal PrOQUCHIVE. ....ceiiietieiieieee e 288.8 86
Non-productive or Inoperable..........cccoeoieiiiiiiiieieeeeee e 45.2 14
Total Private Timberlands...........ccoccveviieiiiiiiriieieeeee e 334.0 100

(1) These figures include timber that is not currently merchantable. The current inventory of Merchantable Timber
is estimated to be 43.2 million m®.

Species Distribution. Douglas fir is the predominant species on the Private Timberlands, comprising
approximately 53% of the total area. Douglas fir is a preferred species because it has a high degree of acceptance
in export markets and trades at a premium over other species. For example, Douglas fir H grade sawlogs have
experienced price premiums over hemlock H grade sawlogs of 57% and 79% for 2002 and 2001, respectively.
Future volumes of Douglas fir will increase in proportion to the total harvest as plantations reach maturity. For
the past 40 years, after the original harvest, the areas best suited to grow Douglas fir were intentionally replanted
with Douglas fir to produce higher values. The proportion of Douglas fir available for harvest on the Private
Timberlands greatly exceeds the average coastal British Columbia harvest of Douglas fir, which was
approximately 29% of the total British Columbia coastal harvest volume, including harvests from Crown, private
and federal lands and First Nations reserves (as reported by the Ministry of Forests for its fiscal year ended
March 31, 2002). The following table shows the approximate species distribution (by area) on the Private
Timberlands.

Tree Species Distribution as at December 31, 2002 % of Area
LD 10 < BT i USSP 53
HEMIOCK . ...ttt st ettt ebe e 26
BaAISAIM ...ttt ettt bbb 9
LT 3 OO OO OO USSP O

L0 714 SO 7
] P 100




Taxation. Most of the Private Timberlands are classified as Managed Forests under the Assessment Act (Forest
Land) Regulation (British Columbia), which governs the taxation of privately owned lands and provides for a lower
property tax rate for timberlands classified as Managed Forests. In 2002 and 2001, property taxes on the Private
Timberlands were $6.2 million and $6.2 million, respectively, or approximately $2.62 per m’ and $2.82 per m’
harvested, respectively.

Crown Timber Tenures

Approximately 95% of all forest lands in the Province of British Columbia are Crown land. Under the Forest Act
and the Forest Practices Code, the Ministry of Forests regulates forestry operations on these lands and uses a
system of timber tenures to provide the private sector with controlled access to the forest resource.

TimberWest’s Crown Tenures. The majority of Crown timber tenures provide licence holders with long-term
access to mature timber through renewable licences. The standards of management for these areas are guided by
Management Plans and Forest Development Plans approved by the Ministry of Forests. TimberWest’s Crown
tenures include:

e Tree Farm Licences. TFLs are area-based tenures granted for a term of 25 years and replaceable after five
years for a further 25-year term subject to satisfactory performance by the licencee of its cutting and
reforestation obligations as determined by the Ministry of Forests. The licencee undertakes to manage the
area of Crown timberlands, including the licencees’ private timberlands and Timber Licences within the
boundaries of the TFL, to harvest an AAC as determined periodically by the provincial Chief Forester.
TimberWest holds two TFLs (TFL 46 and TFL 47).

TFL 46 was renewed effective July 1, 1997 for a period of 25 years. An offer by the Ministry of Forests for
an extension to TFL 46 is currently under review by TimberWest. TFL 47 was renewed effective March 1,
2001 for a term of 25 years.

e  Forest Licences. Crown timberlands which have not been designated as TFLs are organized into timber
supply areas. Forest Licences are then issued within each timber supply area with the overall harvest for
each timber supply area managed by the Ministry of Forests on a sustainable yield basis.

Forest Licences are volume-based tenures, which authorize a specified volume of timber to be cut within a
specified timber supply area. Forest Licences have a term of 15 years and are generally replaceable every
five years for a further 15 years subject to satisfactory performance by the licencee of its cutting and
reforestation obligations as determined by the Ministry of Forests. TimberWest holds three replaceable
Forest Licences, which were last renewed in 1998.

e Timber Licences. TimberWest holds Timber Licences both within and outside of TFL 46 and TFL 47.
Timber Licences are area-based tenures and are located within either a timber supply area or a TFL.
Historically, the Crown charged a royalty fee on timber harvested from Timber Licences. However, in April
1995 the British Columbia provincial government eliminated the royalty for Timber Licences and replaced it
with stumpage. Stumpage rates were initially set at 60% of regular stumpage on other Crown timber tenures,
but over a period of six years, these rates were increased to 100% of regular stumpage as of 2001.

Timber Licences within TFLs are managed on an integrated basis with other Crown land and private
timberlands within the TFL. They remain part of the TFL after harvest. Timber Licences outside of TFLs
revert to the Crown after harvest and are harvested in accordance with an operating plan and/or forest
development plan approved by the Ministry of Forests. The timing of harvesting from these tenures is
subject to the Forest Practices Code, but is otherwise at the discretion of the holder. These licences are for
terms varying from 5 to 35 years.

TimberWest’s Crown timber tenures currently have an AAC of approximately 1.2 million m®>. About 3,500
hectares of private lands remain within TFLs. The Crown charges a stumpage fee on timber harvested from
Crown lands.

Species Distribution. The species distribution, by standing volume, on TimberWest’s TFLs is estimated to be
approximately 61% hemlock/balsam, 20% Douglas fir, 11% western red cedar and 8% cypress, Sitka spruce and
other. For the year ended December 31, 2002 approximately 68% of TimberWest’s production from Crown
tenures was from second growth timber stands. These stands provide benefits similar to those provided by
second growth stands located within Private Timberlands, including established road systems and lower
harvesting costs because of generally moderate harvesting terrain.



Forest Management
Forest Management Strategy

All of the timberlands on which TimberWest conducts harvesting operations, with the exception of Timber
Licences outside of TFLs, are managed on a sustainable yield basis, which means that the volume of timber
harvested over time will not exceed the volume of incremental growth over the same period. Forest management
is based on detailed site assessments which guide such forest management activities as selection of harvesting
method, site preparation, species used in regeneration and fertilization, juvenile spacing and commercial
thinning, along with genetic research and the development and planting of superior trees.

Forest management operations on TFLs are guided by Management Plans, which are submitted every five years
for approval by the Chief Forester of British Columbia (see “Forest Policy and Regulations - TFL Management
Plans”). These plans provide direction for harvest levels, forest protection, forest renewal and for consideration
of other forest values. In May 1999, the Company committed to decreasing clear-cutting and using more
Variable Retention harvesting. This system retains structural attributes of each stand and favours maintenance of
biodiversity, stream protection and visual quality.

TimberWest maintains a forest practices audit system to assess forest management performance of each forest
operation. The audit system requires an assessment of selected operating areas at least every two years and
submission of a report to senior management. Remedial action plans are prepared as required and follow-up is
monitored. TimberWest has designed an environmental management system, which incorporates the forest
practices audits and facility environmental audits. This system was subject to independent audit during 1999 and
in November 1999 received ISO 14001 certification. The audits reviewed both forest practices and facility
operations. For Crown lands, the Forest Practices Code sets standards of performance for forest practices,
establishes planning procedures and sets a range of activity-specific penalties. Government agencies monitor
performance on Crown lands and the Forest Practices Board established under the Forest Practices Code audits
that performance. For the Private Timberlands, operations will meet the protection objectives established by the
Government of British Columbia for the key public environmental values of fish habitat, water quality, critical
wildlife habitat, soil conservation and the growing of trees as set out in the Private Land Forest Practices
Regulation which came into force in April 2000. TimberWest is committed to applying the Best Management
Practices of the PFLA, an association whose members own over 90% of British Columbia’s Managed Forests.
One component of TimberWest's internal forest practices audits involves the assessment of ongoing compliance
with these principles. In addition, TimberWest maintains an on-going training program to keep its forest
operations personnel apprised of changes and updates to these standards and regulations

TimberWest is responsible for reforestation on all Crown lands harvested. Successful regeneration through a mix
of natural regeneration and tree planting must be achieved within a specified time period and at a prescribed
density level. The regeneration commitment ensures that newly established stands of suitable tree species reach a
free-growing state unimpeded by competition from other plants. TimberWest accrues for its future silviculture
obligation on Crown lands at the time of harvest.

On private lands that are Managed Forests, TimberWest is committed to ensuring forest regeneration to the
standard set out in the Private Land Forest Practices Regulation. Site-specific silviculture programs are
developed before harvesting to ensure prompt forest regeneration after harvesting. A variety of intensive
silviculture techniques, such as genetic improvement and forest fertilization, have been used to increase
productivity on the Private Timberlands. These costs are accounted for as operating expenditures.

TimberWest maintains the 40-hectare Mount Newton Seed Orchard for the production of high quality seed for
the Private Timberlands and Crown timber tenures, with any surplus being offered for sale. Annual seedling
requirements are met through sowing in contract nurseries for the number of seedlings required to meet
TimberWest’s reforestation commitments.

Forest protection on TimberWest’s Crown timber tenures and Private Timberlands is carried out to minimize
losses through fire, insect infestation and disease. Fire suppression is provided by ground-based crews and
equipment, supported by aerial water bombers under contract with the Ministry of Forests. Two large water
bombers owned and operated by the Company provide additional fire protection on the Private Timberlands.
Losses due to fire, insect infestation and disease over the last several decades have been minimal.

Harvesting

A wide range of equipment, including road building and maintenance equipment, crew transportation vehicles,
timber falling equipment, grapple and long-line yarding systems, harvesters, log loaders and log trucks, is
utilized to carry out harvesting operations. While the majority of TimberWest’s harvesting activities are
conducted using conventional logging systems, helicopters and long-line yarding systems are used to access
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otherwise inaccessible, high-value timber, or to minimize environmental impact. In addition, innovative harvest
systems are being utilized on certain second growth stands on both the Private Timberlands and Crown timber
tenures. Approximately half of TimberWest’s annual log harvest is carried out by its own logging crews, with
the balance harvested by independent contractors. All harvesting on Crown timber tenures must meet the
standards of the Forest Practices Code for forest renewal and protection of forest values.

Future harvest areas on Crown timber tenures are identified within annual Forest Development Plans. These
plans are generally made available to the public for review and comment. Silviculture Prescriptions are
completed for each proposed harvest block, detailing harvest methods, protection of other resources and
proposed reforestation activities and goals. The Silviculture Prescriptions are submitted to the Ministry of
Forests for approval. After ensuring that all forest resources will be adequately managed and conserved, the
Ministry of Forests issues cutting permits for individual areas. These permits provide the legal authority to
harvest the timber subject to the specific conditions attached to each permit.

The following table shows log production by timber tenure for the periods indicated.

Timber Tenure Log Production
(mm’)
2002 2001
Private Timberlands 1 ..........o.ovooeeeeeeeeeee e, 2,386 2,214
Tree Farm Licences V@ ..o, 940 1,265
Timber Licences P ..o 187 17
FOTeSt LICENCES @ ..o 47 125
3,560 3,621

(1) TFL log production excludes harvests from TLs and Private Timberlands located within the boundaries of the
TFLs.

(2) Log production on Crown tenures excludes production on tenures managed by other parties.

The following table shows the species distribution of timber harvested from the Private Timberlands for the
periods set out below.

Tree Species Log Production
(mm’)

2002 2001
Douglas fir .....ooiieeee e, 1,521 1,435
Hemlock/balsam ...........cccoovieiiiieniiieiicieecee e, 632 584
LT USSP 124 126
CYPTESS weenvreeniieeireesiteeeteesite e sttt e saeesteesbeessbeesaseesnseesnseesnseesnseen: 74 46
OthET ottt a e ae e sre e 35 23

2,386 2,214

Over the last two years, an average of 64% of the harvest volume on the Private Timberlands has been Douglas
fir. On the Private Timberlands, the species distribution of timber harvested in the foreseeable future will vary
from year to year, but over the longer term it is expected to remain in the range of 58% Douglas fir, 30%
hemlock/balsam and 12% other species.

The species distribution for the combined production on the Private Timberlands and Crown timber tenures
during 2002 was 64% Douglas fir, 27% hemlock/balsam, 5% cedar and 4% other species.

Long-Run Sustainable Yield

The long-run sustainable yield of 2.1 million to 2.5 million m’ established for the Private Timberlands is based
on certain assumptions regarding TimberWest’s reforestation and genetic improvement programs and reflects the
current age class distribution of the second growth stands, expected growth rates, expected harvest constraints
for environmental protection or community value purposes and the current economic viability of existing stands.
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The long-run sustainable yield will be reviewed periodically to incorporate new information, the accelerated
growth resulting from tree improvement and forest fertilization, previously unproductive areas becoming
merchantable and changes in the economics of management and the marketplace. The overall management
objective for the Private Timberlands is to achieve sustainable forest management as defined by the Canadian
Council of Forest Ministers in 1992, that is, maintaining and enhancing the long-term health of forest lands while
providing ecological, economic, social and cultural opportunities for the benefit of present and future
generations, as well as maximizing economic returns from the forest. The Private Timberlands have been
certified as being sustainably managed under the American Forest & Paper Association’s Sustainable Forestry
Initiative (SFI)*™ Program.

Annual Harvest Rate

The Annual Harvest Rate for the Private Timberlands is set by the Company each year following an assessment
of expected market conditions, opportunities and various constraints. In turn, harvest operations for the year are
planned to deliver the desired volumes of species and log grades best able to meet the projected demand.
Changing conditions during the year may result in changes to these harvest plans in order to better meet
customer needs or to address new constraints. This operational flexibility is key to capturing market premiums.
The Company experiences some seasonal fluctuation in annual earnings as a result of weather related factors
having an affect on harvesting operations. Earnings in the second half of the year generally trend lower as the
result of fire season shutdowns, and increased costs of harvesting at higher elevations late in the year due to
difficult terrain.

Forest Policy and Regulation
Allowable Annual Cut Determination

The AAC for TFLs and timber supply areas is determined by the Chief Forester of British Columbia and reflects
timber conditions, regional and local economic and social interests, and environmental considerations. Harvest
levels by the tenure holder in any one year may vary up to 50% above or below the designated AAC as long as
the average annual cut over the five-year period is within 10% of the specified AAC for the period. Overcuts at
the end of the five years result in a reduction in AAC in the next five-year period. Overcuts of more than 10%
may also be subject to penalties. Undercuts of more than 10% may result in a reduction of AAC or, in the case
of TFLs, an AAC reduction or reduction of area of land subject to the licence. Relief from the AAC reduction
may be granted if the undercut has resulted from circumstances beyond the control of the licence holder. The
Ministry of Forests may also dispose of the undercut of timber if relief is not granted.

An example of this is the January 2003 announcement by the Province of British Columbia of the offer of a
timber sale licence to the Ditidaht and Pacheedaht First Nations for 300,000 m® of timber to be harvested over a
ten-year period from TimberWest’s TFL 46. For the period 1993 to 1997, TimberWest cut less than its full AAC
on TFL 46. TimberWest lost harvesting rights from this cut control period prompting the government to allocate
undercut volume to the First Nations as part of an economic development initiative. An operating area has been
established within TFL 46 where this allotment will be harvested. The impact to TimberWest of this allocation is
expected to be minor as this timber sale licence award is for a historical undercut — the Company’s annual
harvest levels remain unchanged.

Amendments to the Forest Act in 1992 and 1995 required the Chief Forester to determine an AAC for every TFL
and timber supply area in the province by the end of 1996, and every five years thereafter. Accordingly, the
AACs for TFL 46 and TFL 47 were recalculated and in December 1996 the Chief Forester issued his
determination of the new AACs, the result being that the AAC of TFL 46 was reduced from 558,860 m’ to
535,000 m’® and the AAC for TFL 47 was increased from 711,000 m’ to 865,000 m®. As required by the Forest
Act, the change in ownership of TFL Forest when it was acquired by the Company in 1997, resulted in a full 5%
reduction in the AAC of all Crown lands held under tenure. With the removal of about 60,000 hectares of Private
Timberlands from the TFLs, the present AACs of TFL 46 and TFL 47 are now approximately 462,500 m® and
697,000 m®, respectively. During 2001, in compliance with the requirements of the Forest Act, the Chief Forester
commenced the process of reviewing the Company’s AACs for TFL 46 and TFL 47. However, other than the
allocation of harvesting rights for TFL 46 as described above, new AACs for these Crown tenures have not been
determined. The recent government initiative to expand consultation with First Nations as part of the AAC
review process has resulted in additional time being required to complete these reviews.

The Company holds a number of Timber Licences outside of the TFLs. Harvests from Timber Licences outside
of TFLs are unregulated and there are no cut control requirements on these licences. As such, AACs are not
determined for these tenures. Over the last ten years, the Company has made annual harvests of approximately
100,000 m® from its Timber Licences outside of TFLs.
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The 1996 decrease in the AAC for TFL 46 by the Chief Forester reflects the inclusion of the Walbran and
Hitchie Creek areas of TFL 46 within the Carmanah Walbran and Hitchie Creek Provincial Parks. TimberWest is
seeking compensation from the Province of British Columbia for the decrease in the AAC of TFL 46 caused by
the inclusion of portions of TFL 46 within these parklands. The Central Coast Land and Coastal Resource
Management Plan is currently underway and additional small removals from TFL 47 for other purposes may
occur over the next several years.

The provincial Chief Forester has completed a review of AACs for each timber supply area. As a result of this
process, the aggregate AACs for the Forest Licences held by TimberWest were decreased by a total of
approximately 15,000 m®in 1996 and 1997. He also determined a new AAC for the Strathcona Timber Supply
Area in 1999. As a result, effective January 2000, the Minister of Forests reduced the AAC of the Forest
Licences held by the Company in the Strathcona TSA by approximately 10%, from 71,300 m’ to 63,700 m”.

Stumpage Charges

The British Columbia provincial government periodically establishes the fees to be paid for the right to harvest
timber in the Crown forests. Timber harvested from Crown timber tenures is subject to stumpage at the time of
harvest. Stumpage rates are established for each site and each species harvested. Charges are levied on timber
harvested on TFLs, Forest Licences and Timber Licences based on the amount of timber scaled and the
stumpage rates then in effect. Total stumpage charges incurred by TimberWest were $24.3 million and $13.5
million for the years ended December 31, 2002 and 2001, respectively.

Reforestation

TimberWest is responsible for the reforestation of all lands that it harvests. Successful regeneration, through a
mix of natural regeneration and tree planting, must be achieved within a specified time period prescribed for
each harvest block. The Ministry of Forests monitors regeneration of all logged areas on the Crown lands.
TimberWest’s reforestation programs for the Private Timberlands are subject to audit by the Land Reserve
Commission of British Columbia.

TFL Management Plans

Forest management operations on TFLs are guided by Management Plans, which are submitted every five years
for approval by the Ministry of Forests. These plans provide direction for harvest levels, forest protection, forest
renewal and for consideration of other forest values including water quality, recreation, tourism, fisheries and
wildlife. The Ministry of Forests’ policy requires integrated management and protection of the full range of
forest values. Draft plans are prepared by licencees and referred to relevant provincial government agencies and
to the federal Department of Fisheries and Oceans. Advertised viewings of proposed plans are required in
communities near licence areas for the purpose of seeking public comment. Aboriginal interests are also
considered in the preparation of the final plan that is submitted to the Chief Forester of British Columbia for final
review and approval.

TimberWest updated its Management Plans for both TFL 46 and TFL 47 and submitted them to the Chief
Forester in 2001. These plans were approved in March 2002.

Forest Practices Regulations

The Forest Practices Code, which was implemented in June 1995, sets standards of performance for forest
practices on Crown lands, establishes planning procedures and sets a range of activity-specific penalties for non-
performance. TimberWest is in substantial compliance with the Forest Practices Code. The provincial
government of British Columbia has signaled its intention to implement initiatives focused on reducing
bureaucracy, providing increased operating flexibility and reducing costs to Crown tenure holders, while
preserving environmental values. In this regard, the provincial government has proposed making changes to
stumpage, cut control, appurtenancy and tenure transfers. These changes, if implemented, are expected to
provide TimberWest greater flexibility in the management of its Crown timber tenures. The overall impact of
these proposals cannot be determined until such time as changes are introduced.

The British Columbia provincial government implemented the Private Forest Land Regulation on April 1, 2000.
This regulation governs forest practices on private timberlands outside of a TFL. The regulation was developed
jointly by the provincial government and the PFLA and consists of a set of results-based environmental
protection and reforestation standards having five critical components: clean water, protection of fish habitat,
soil conservation, protection of critical wildlife habitat and forest renewal. This regulation is administered by the
British Columbia Land Reserve Commission, which is the body responsible for the Forest Land Reserve Act
(British Columbia). This is a results-based regulation that recognizes private property rights and protects owners’
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freedom to manage. TimberWest began applying these standards to its operations on the Private Timberlands
using these standards in 1999.

Log Export Regulations

Provincial log export regulations minimize opportunities for companies to export logs profitably from Crown
timber tenures, such as Forest Licences and TFLs, including any private timberlands within a TFL. A provincial
export tax equal to the difference between the export selling price and the domestic selling price may be applied
to all log exports, creating, in practical economic terms, a constraint on log exports from Crown tenures.

Logs from most private timberlands outside a TFL are not subject to provincial export regulations, but are
subject to federal export regulations. All export logs must be advertised for local consumption and may be
exported only if it is surplus to domestic requirements as indicated by the absence of fair market value offers
(based on current domestic prices) from domestic lumbermills. There is no provincial or federal export tax on
profit made from logs exported from private timberlands that are subject to federal export regulations

Assessment Act and Forest Land Reserve Act

The Forest Land Reserve Act (British Columbia) established a commission with the mandate to protect the
productive capacity of forest reserve land, including Managed Forests, which are private timberlands so
classified by the British Columbia Assessment Authority pursuant to the British Columbia Assessment Act
(Forest Land) Regulation. This classification provides a preferential property tax rate to these lands. The Private
Timberlands and portions of the Real Estate Properties are all classified as Managed Forests. Under the Private
Land Forest Practices Regulation, owners of such land must undertake to reforest the land to certain
specifications and to protect key public environmental values. The Managed Forests classification may be
cancelled if the owner fails to meet the standard. The Land Reserve Commission of British Columbia will
undertake independent audits of performance under the Private Land Forest Practices Regulation and will report
the results to the public.

On January 16, 2002, British Columbia’s Minister of Sustainable Resource Management announced a
restructuring of the Land Reserve Commission. The content of the amended regulation for private forest land is
under development and is expected to take several more months to finalize as it moves through the governmental
process. Discussions on proposed changes, including the phasing out of the Forest Land Reserve and
replacement with new government initiatives, are currently underway. The Minister has committed to move
ahead with changes in co-operation with other government agencies and private landowners.

Environment and Land Use Issues

Environmental standards on TimberWest’s Crown timber tenures are established principally under the Forest
Practices Code. Principle regulators of the Code include: the British Columbia Ministry of Forests being
responsible for administering and monitoring performance; the British Columbia Ministry of Sustainable
Resource Management being responsible for planning; and the British Columbia Ministry of Water, Land and
Air Protection being responsible for environmental stewardship. The British Columbia Forest Practices Board is
required to undertake audits of government and tenure holder performance and to report the findings publicly.

On the Private Timberlands, TimberWest’s operations meet the standards for environmental protection set out in
the Private Land Forest Practices Regulation and must comply with various other provincial legislation,
including the Water Act, the Pesticide Control Act and the Wildlife Act, and the federal Fisheries Act. The British
Columbia Land Reserve Commission undertakes periodic audits of practices under this regulation.

Portions of the Private Timberlands are adjacent to expanding urban developments on the east coast of
Vancouver Island. While those properties now affected by municipal development plans are included in the Real
Estate Properties, forest management strategies on other lands are conducted in a manner that is sensitive to the
concerns of local interests and neighbouring owners. Forest practices such as Variable Retention are employed in
certain of these areas and encompass partial harvest systems and harvest block layout which mitigate the visual
impact of harvesting when viewed from adjoining properties. In addition, TimberWest employs a watershed
management strategy to guide forest operations on private lands. The policy requires approval of harvest plans
by a professional forest hydrologist. Input to the plan is sought from licenced water users.

Aboriginal Land Claims

Canadian courts have recognized that aboriginal peoples may possess rights at law in respect of land used or
occupied by their ancestors where treaties have not been concluded to deal with these rights. These rights may
vary from limited rights of use for traditional purposes to a right of aboriginal title and will depend upon, among
other things, the nature and extent of the prior aboriginal use and occupation. The courts have encouraged the
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Canadian federal and provincial governments and aboriginal peoples to resolve rights claims through the
negotiation of treaties.

Aboriginal groups in British Columbia have claimed substantial portions of land in the province over which they
claim aboriginal title or in which they have a traditional interest and for which they are seeking compensation
from various levels of government. A process is now in place within British Columbia to deal with aboriginal
land claims. These negotiations will be ongoing for a number of years, depending on the commitment of the
parties involved and the precedents set by the outcomes of the first settlement agreements.

Under evolving jurisprudence, Canadian governments have a duty, and the Company could have a duty as
licencee under its Crown timber tenures, to consult with aboriginal groups where the rights of aboriginal peoples
may be affected.

Settlements will likely involve a combination of cash and land, and may affect TimberWest’s Crown timber
tenures, in which case government has indicated tenure holders will be compensated. The British Columbia
provincial government and the First Nations Summit have stated that private lands will not be subject to land
claims. Several bands have approached TimberWest with a view to purchasing, at market price, certain small
portions of the Company’s Private Timberlands for inclusion in their final Treaty Settlement lands.

The Company cannot predict whether aboriginal land claims or other rights in British Columbia will affect its
existing Crown timber tenures or its Private Timberlands or its ability to harvest timber from these sources in the
future, or its ability to renew or secure other sources in the future.

Log Marketing and Trading

TimberWest engages in extensive log marketing and trading activities in the Vancouver log market. Logs are
marketed and sold primarily to customers located in the Lower Mainland and Vancouver Island areas of coastal
British Columbia. At capacity, TimberWest’s Elk Falls lumbermill processes approximately 0.7 million m’® of
logs each year, of which approximately 70% is provided by TimberWest’s log harvest. The balance of the mill’s
fibre requirement is purchased from external sources in order to provide a mix of logs that is best suited to the
products manufactured by the lumbermill. Accordingly, with a combined AAC from Crown timber tenures of
1.2 million m® per year and a long-run sustainable yield of 2.1 million to 2.5 million m’ per year from the Private
Timberlands, approximately 3.3 million m® of logs are available for sale annually, including a combination of
sawlogs and pulplogs. Included in TimberWest’s log sales are commitments of approximately 1.2 million m® per
year in aggregate to NSCL and NSCL’s chip suppliers and to Doman pursuant to fibre supply agreements with
NSCL and Doman (see “Fibre Supply Agreements”). Revenues from log sales were $378.2 million and $378.4
million for 2002 and 2001, respectively.

Log Exports

Timber harvested from the Private Timberlands can be exported, subject to compliance with federal export
requirements. TimberWest explores every opportunity to take advantage of the higher priced export log market
(see “Forest Policy and Regulations - Log Export Regulations”).

Approximately 1,375 mm’ and 1,195 mm’ of logs were sold to export markets during 2002 and 2001,

respectively. During 2002, average sales realization for logs sold in export markets were approximately $41 per
m’ higher than would have been realized for these same logs in domestic markets, down slightly from an average
premium on export sales of $43 per m® realized on 2001 export sales.

Fibre Supply Agreements

TimberWest has entered into several agreements with NSCL and an agreement with Doman. As detailed below,
these arrangements make sawlogs available to NSCL and Doman and also provide NSCL with a supply of wood
fibre.

NSCL Agreements. In 1993, TFL Forest entered into several agreements with NSCL relating to sawlog and
wood fibre supply. These agreements were amended in 1997 to reflect the sale of operations of TFL Forest in the
interior of British Columbia. These are long-term contracts that specify the volumes to be supplied at prevailing
market prices. NSCL pays various fees to TimberWest for services provided under the NSCL agreements.

All wood chips produced by TimberWest’s existing lumbermill and, subject to prior rights of third parties,
lumbermills acquired in the future, and substantially all pulplogs harvested from the Crown tenures or the Private
Timberlands originally acquired by TFL Forest or acquired as part of its log acquisition program in the coastal
area, are sold to NSCL under a Chip and Pulplog Supply Agreement. This agreement contains minimum volume
commitments, subject to force majeure and curtailment rights. TFL Forest is permitted to make up any shortfalls
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in minimum volumes by wood chips produced at third party facilities from TFL Forest’s logs but cannot make
up any shortfalls with purchased wood chips. All pulplogs produced by TFL Forest are sold to NSCL at
prevailing Vancouver log market prices.

The Chip and Pulplog Supply Agreement has an indefinite term, subject to NSCL’s right to terminate the
agreement on 24 months notice. The agreement restricts TFL Forest from disposing of a material part of the
Private Timberlands owned by TFL Forest unless the transferee assumes the obligations of TFL Forest to NSCL.
Any other sale by TFL Forest of its harvesting rights or a portion of the Private Timberlands can only be
completed if the purchaser assumes a proportionate share of TFL Forest’s obligations to NSCL under the
agreement.

TFL Forest sells to NSCL, under a Residual Fibre Supply Agreement, all surplus sawdust, shavings and hog fuel
produced at TimberWest’s lumbermill that meet specifications at the prevailing coastal market price.

A Timber Harvesting Management Agreement provides for TFL Forest to offer for sale to designated wood chip
suppliers of NSCL a maximum volume of sawlogs each year. Sawlogs are sold to these suppliers at prevailing
Vancouver log market prices. This agreement can be terminated by NSCL on 12 months notice to TFL Forest.

TFL Forest, pursuant to a Pulplog Agency Agreement, acted as NSCL’s exclusive agent for purchases of
pulplogs in coastal British Columbia. TFL Forest had agreed not to purchase pulplogs for any other buyer in
British Columbia. This agreement expired on June 1, 2002.

Under a Pulplog Services Agreement, TFL Forest provides pulplog services to NSCL related to transportation,
handling and storage. This agreement remains in force for as long as TFL Forest has obligations under the Chip
and Pulplog Supply Agreement.

Doman Agreement. PFP Forest and an affiliate of Doman have entered into an agreement under which PFP
Forest has agreed to offer to Doman a minimum of 330,000 m’® of sawlogs each year that materially conform and
are representative of timber harvested from the Pacific Timberlands. Sawlogs are sold to Doman at prevailing
Vancouver log market prices. The term of the agreement is indefinite but may be terminated by Doman on 12
months notice.

Lumber Manufacturing and Sales

TimberWest manufactures and markets a wide range of lumber products. By-products of the manufacturing
process, in the form of chips, sawdust and hog fuel, are an important source of raw materials for pulp and paper
mills. The Company currently has one lumbermill, the Elk Falls lumbermill.

Elk Falls Lumbermill

The Elk Falls operations, located at Campbell River, include a medium-log lumbermill, an integrated chipping
facility, a planermill and dry kilns. The lumbermill processes medium diameter logs either harvested from
TimberWest’s logging operations or traded or purchased specifically for this operation. Operating two shifts per
day, annual capacity is 115 mmfbm of lumber and 200 mm’ of wood chips.

Most of the lumber produced at the Elk Falls operation is exported to Japan for use in traditional Japanese
housing. Traditional housing has historically accounted for over 500,000 housing units annually or 40% of total
Japanese housing starts and represents over 80% of total wood-based housing. An increasing amount of the
mill’s production is being manufactured and sold as finished product in the Japanese market. Production from
the Elk Falls operation has been targeted to specialty lumber grades in the Japanese market where market
conditions are more stable and provide improved margins over commodity grades in the North American market.
All of the residual by-products produced by Elk Falls are sold to NSCL for use at its Elk Falls pulp and paper
mill.

For the year ended December 31, 2002, 53% of Elk Falls’ lumber sales by volume was shipped to Japan, 31%
within Canada, 9% to the United States and 7% to other locations. Lumber is carried by barge to Stuart Channel
Wharves, TimberWest’s lumber trans-shipment operation located near Crofton on Vancouver Island, where it is
loaded on to deep-sea vessels. The lumber and wood chip production volumes for the Elk Falls lumbermill for
the periods indicated were as follows:
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Product Year ended December 31

2002 2001
Lumber (mmfbm).........cccoevvieiiiiiiieiieceeeee e 122 103
Wo00d Chips (INM) .....voveveveieeeeeee e 214 184

Lumber Marketing

TimberWest’s lumber marketing group is responsible for the marketing, market research and product
development of all lumber products from TimberWest’s Elk Falls lumbermill, which are marketed primarily in
Japan, Canada, the United States and Belgium. In Japan, lumber production is sold to importers and housing
manufacturing companies through TimberWest's lumber marketing group, located in Vancouver. In Canada,
lumber production is sold directly to specialty lumber manufacturers whose products are primarily oriented
towards industrial end users in North America, Japan and Europe. In Belgium and other countries, lumber
products are sold directly to distributors.

The markets in which TimberWest’s lumber products are sold are highly competitive. Customers have many
choices of suppliers and determine their purchases based on product quality, service and price. The lumber
marketing strategy of TimberWest is to position its products in market segments where long-term customer
relationships can be established and where it can achieve the highest value for its products. As a result, for the
year ended December 31, 2002, TimberWest's top ten lumber customers represented approximately 70% of total
lumber sales revenue.

Contractual commitments for offshore sales may be made for periods of up to three months, although most
production is not contracted for delivery for a period of more than two months ahead of production.

Lumber sales revenue by market for lumber produced for the periods indicated were as follows:

Sales Market Distribution of Lumber Sales Revenue
Year ended December 31 ($ millions) (% of total)
United
Japan Canada ‘States Europe Other
2002 e, $58.0 65% 19% 6% 6% 4%
2001 e, $60.5 67% 24% 3% 3% 3%

Softwood Lumber Dispute

In 2001, the United States Department of Commerce found that producers/exporters of softwood lumber from
Canada have sold certain products below fair market value. On May 22, 2002, the Department of Commerce
imposed countervailing duties of 18.8% against Canadian softwood lumber exports to the US. Also on May 22,
2002, the Department of Commerce imposed anti-dumping duties, which for TimberWest have been set at 8.4%.
The Canadian federal and provincial governments have launched challenges of these tariffs under the North
American Free Trade Agreement and with the World Trade Organization.

The impact of these US trade measures has affected the Company’s domestic log customers and will continue to
have an impact on softwood lumber producers in British Columbia, including the Company’s ability to export
softwood lumber from the Elk Falls lumbermill. It is uncertain when this softwood lumber dispute will be resolved.

Lumber sales by TimberWest into the US were not significant during 2002. Approximately US$33,000 of
combined countervailing and anti-dumping duties on softwood lumber shipments to the US have been reflected
in the Company’s financial results for the year ended December 31, 2002. Cash payments for both the
countervailing and anti-dumping duties have been made at the assessed rates. These payments were made to the
Company’s customs broker acting on behalf of the US Customs Service.

Real Estate Properties and Other Income

TimberWest owns a significant portfolio of higher valued properties bordering lakes, streams, mountains and
existing urban developments. These Real Estate Properties consist of approximately 6,000 hectares of fee simple
lands suitable for purposes such as conservation, residential, recreational, commercial and industrial uses.
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TimberWest will monetize these lands on an ongoing basis dependent on market conditions and the availability and
timing of developed, zoned and sub-divided parcels. For the year ending December 31, 2002, net proceeds from the
sale of Real Estate Properties was $16.3 million, compared to $11.0 million in 2001.

Additional Real Estate Properties will become available as a result of the continuous urban population growth in
centres interfacing with our forestland and the completion of the new Inland Island Highway connecting the
communities of Nanaimo, Parksville, Courtenay and Campbell River. TimberWest’s real estate activities also create
marketable parcels and enhanced land values through the orderly rezoning, sub-division and development of its
larger parcels.

TimberWest and the Nature Conservancy of Canada have entered into a long-term agreement to identify and sell,
covenant, or gift ecologically significant sites to the Nature Conservancy of Canada. In addition, small parcels of
surplus lands may be purchased from TimberWest by neighbouring First Nations Bands as these Bands move closer
to treaty settlements with the provincial and federal governments.

TimberWest also earns additional income from the Private Timberlands from a variety of sources other than timber
harvesting, including royalty payments from third parties actively operating on 12 rock quarry and gravel pits.
These royalties are dependent on major construction projects on Vancouver Island and they are expected to
continue in operation for the foreseeable future. The Private Timberlands also have potential value to be realized
from other uses, such as coal bed gas and mineral rights.

Human Resources

As at December 31, 2002, TimberWest employed 901 active salaried and hourly employees, down from 1,025
employees as at December 31, 2001, reflecting the decrease in staff resulting from a restructuring of operations
undertaken in 2002. The distribution of employees by location is as follows:

Location Salaried Hourly Total
(# of employees)

Elk Falls lumbermill..........ccccooooninininiiniinininencnceiee 14 199 213

LOZZING OPETALIONS ....ouveviiieiieieieaieeeeeieeieie e 98 543 641

Vancouver OffiCe........oeveirierieiieeee e 47 - 47

TOtAl ..o 159 742 901

TimberWest employs a unionized workforce. Strikes or lockouts at the Company’s or its customers’ operations
could restrict the Company’s ability to carry on its business. The Company has four collective agreements that
cover all of its unionized employees.

The Industrial, Wood & Allied Workers of Canada Collective Agreement

The Industrial, Wood & Allied Workers of Canada (“IWA Canada™) is the certified bargaining agent for
TimberWest’s hourly employees at Company operations, other than those employed at the Elk Falls lumbermill and
at Stuart Channel Wharves. TimberWest is a member of Forest Industrial Relations, which negotiates a master
agreement with coastal IWA Canada locals on behalf of industry members. A collective agreement signed with
IWA Canada in July 2000 specifies annual salary increases of 2% over the contract’s three year term. This contract
expires on June 14, 2003.

The Communications, Energy and Paperworkers Collective Agreement

The Communications, Energy and Paperworkers ("CEP") is the certified bargaining agent for TimberWest's
hourly employees at the Elk Falls lumbermill. A collective agreement signed with the CEP in May 2001
specifies annual salary increases of 2% for 2001 and 2002. For 2003, 2004 and 2005, the salary increase will be
equal to any general increase negotiated by the coast lumber industry of British Columbia. This contract expires
on May 1, 2006.

The International Longshore & Warehouse Union — Canada Collective Agreements

The International Longshore & Warehouse Union — Canada ("ILWU Canada") is the certified bargaining agent
for hourly employees at TimberWest’s Stuart Channel Wharves operation. TimberWest is a member of the
British Columbia Maritime Employers Association and the Waterfront Foreman Employers Association. Each of
these associations negotiates a master agreement with ILWU Canada locals on behalf of industry members.
Collective agreements signed with the ILWU Canada in November 1999 specified annual salary increases of 2%
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for 1999 and 2.5% for 2000, 2001 and 2002. These contracts expired on December 31, 2002. Negotiations
towards new collective agreements are presently underway.

Work stoppages in recent history have involved the CEP, including a strike in 1995 lasting seven weeks and a
strike in 1997 and 1998 lasting fourteen months. Both stoppages resulted in the curtailment of production at the
Elk Falls lumbermill.

All of the Company’s unionized employees participate in a “gain-sharing” incentive agreement, based on safety,
financial, environmental and quality targets.
Capital Expenditures

In recent years, capital expenditures have focused on environmental, maintenance of business and value-adding
projects, as well as on logging roads and bridges. The following table summarizes capital expenditures made
during 2002 and 2001:

Capital Expenditures Year ended December 31
2002 2001
($ millions)
Lumbermill Operations............cccevveieveveeiireeeeeieeeeee et $1.3 $1.1
LOoggIng OPErations ..........cceevveeeveeeeireeeerieenreesseeseeseenesenenenas 7.7 3.6
Logging roads and bridges........cccoceveerieniniinienieicciceeeee, 2.5 2.6
TOUAL ..ottt $11.5 $7.3

Capital expenditure requirements for TimberWest’s logging and lumbermill operations are primarily for the
maintenance of business. Ongoing capital spending at or near existing levels is expected to approximate
depreciation and amortization.

For 2003, the Company has committed to approximately $10.0 million in capital expenditures at its Elk Falls
lumbermill to facilitate the addition of a third operating shift and to purchase and install three new drying kilns.
The Company expects that the mill will generate sufficient cash flow in 2003 to fully fund these capital
expenditures from operations.

Environmental Matters

TimberWest is in substantial compliance with applicable environmental laws, including the Environmental
Protection Act (Canada), the Waste Management Act (British Columbia), the Fisheries Act (Canada), the Forest
Practices Code and permits issued thereunder. At present, there are no significant environmental proceedings
involving TimberWest.

TimberWest employs an environmental management system to ensure the Company’s operations are in
compliance with environmental laws and regulations. During 1999, TimberWest was awarded ISO 14001
certification on all of its operations, both forest related and manufacturing, which indicates that TimberWest’s
operations have appropriate systems in place to provide substantial compliance with applicable federal and
provincial environmental legislation. The certification audits were conducted by KPMG Quality Registrar Inc.
and are supplemented by regular follow-up audits to assess on-going compliance with the ISO standards and
progress in adaptive management. TimberWest has now been in good standing with this certification program
for over three years.

During 2000, TimberWest became the first Canadian company to achieve sustainable forest management
certification for its forestry operations on private land under the American Forest & Paper Association’s
Sustainable Forestry Initiative (“SFI”)*™ Program. The SFI program is a rigorous system of environmental and
conservation practices that includes requirements for wildlife protection, biodiversity conservation, harvesting
practices and a wide range of other forest management goals. TimberWest has now been in good standing with
this certification program for over two years.

The Environment, Health and Safety Committee of the Board of Directors of the Company meets regularly to
review overall performance, and to provide broad direction on environmental matters. Both the Company’s
Environmental Vision Statement and Environmental Policy were updated in 2000 and received Board approval.
During 1999, TimberWest made a decision to decrease the use of clear-cutting in favor of a variety of alternative
techniques, including Variable Retention. Variable Retention is a forest management practice that concentrates
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on retaining features of the previous forest in order to sustain biodiversity over time. In addition, TimberWest
adopted a new watershed management policy to protect drinking water sources on the Private Timberlands.
Under this policy, TimberWest works with water licence holders to prepare operational plans, which must be
approved by a forest hydrologist.

TimberWest's operations on the Private Timberlands meet the performance standards set out in the Private Land
Forest Practices Regulation, which came into force on April 1, 2000. This results based regulation places the
onus on private landowners to conduct their operations in a manner and through practices which best protect the
key public environmental values of water quality, fish habitat, critical wildlife habitat and soil conservation
which are found on private lands.

The British Columbia Contaminated Sites Regulation and the Waste Management Amendment Act (British
Columbia) are focused on reducing the environmental impact of contaminated sites. This legislation imposes
liability for remediation of a contaminated site which is absolute, retroactive and joint and several. TimberWest
does not expect any significant additional liability to arise as a result of this legislation. One divested sawmill
site has been identified as coming under this legislation, but the liability attributable to TimberWest’s ownership
is expected to be minor. A defunct mine site on land owned by TimberWest has also been identified as coming
under this legislation. TimberWest, not being the owner or operator of the mine, expects the liability attributable
to its land ownership to be minor.

Legal Proceedings

In 1995, the British Columbia provincial government unilaterally replaced royalty fees charged on timber
licences with more onerous stumpage fees. TimberWest has commenced legal action to recover compensation
for the resulting loss and damage to its commercial and economic interests and investment in the timber licences.
An independent study conducted for the British Columbia provincial government estimated the impact of the
change in policy upon TimberWest at $39 million, and TimberWest’s action seeks to recover all losses.
Subsequent to the commencement of the Company’s legal action, claims filed by two other forest products
companies on this same matter have been joined to TimberWest’s suit. This claim is expected to proceed to trial
in early 2004.

The introduction of the Park Amendment Act, 1995 (British Columbia) resulted in approximately 7,000 hectares
of Crown land in TimberWest’s TFL 46 becoming part of Carmanah Walbran Provincial Park and Hitchie Creek
Provincial Park. The Company argued that this action was a constructive expropriation of its tenure rights, and
that since the Park Amendment Act was silent on the issue of compensation, the Company should be entitled to
compensation under the Expropriation Act (British Columbia) based on the value of the timber it no longer had
access to. The court ruled that the enactment of the Park Amendment Act, 1995 had constructively expropriated
the Company’s timber harvesting rights pursuant to TFL 46. However, compensation for the taking was
determined to be pursuant to the terms and in accordance with Section 60 of the Forest Act, and not the
Expropriation Act. The BC government has proposed an out-of-court settlement and initial discussion have taken
place. This matter is presently set for an arbitration scheduled for July 2003.

Federal log export restrictions currently limit the sale of logs harvested from private lands in British Columbia
into international markets. To be eligible for export, these logs must be surplus to the requirements of the
domestic market. All logs sold in the domestic market, even those suitable for export, are sold at domestic prices.
These restrictions limit TimberWest's ability to sell into international markets and hence limit the Company’s
access to the additional price premiums available in these markets. Without access to international markets,
TimberWest's operations, employment and distributable cash would be negatively affected. In an effort to
remedy these discriminatory restrictions, in July 2001, TimberWest filed a Statement of Claim in the Federal
Court of Canada challenging the validity of the private land log export restrictions that apply only to British
Columbia, seeking a declaration that the provisions are of no force and effect. By filing this Statement of Claim,
TimberWest is seeking fair treatment for British Columbia’s private forest land owners and the implementation
of a uniform, nationwide treatment for private forest land owners based on sound public policy.

The Company is subject to legal proceedings and claims that arise in the ordinary course of its business.
Although there can be no assurance as to the disposition of these matters and the proceedings, it is the opinion of
the Company’s management, based upon the information available at this time, that the expected outcome of
these matters, individually or in aggregate, will not have a material adverse effect on the results of operations
and financial condition of the Company.
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SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA

Selected Five-Year Annual Consolidated Financial Information

Operations 2002 2001 2000 1999 1998
(in millions of dollars)
Sales $ 4649 $ 4619 § 487.0 $ 4566 $ 399.8
Operating earnings 99.3 87.2 96.2 90.5 65.7
Net earnings 39.3 44.6 204.9 20.7 5.9
EBITDA® 101.9 100.6 109.1 80.2 77.3
Earnings available for distribution'® before provision 65.8 58.8 68.0 63.1 38.9
for future income taxes and write-down of capital
assets and related costs
Distributable cash® 90.1 83.5 89.2 83.3 68.3
Per Stapled Unit and Component Thereof
(in dollars, unless otherwise noted)
Basic earnings (loss) per common share $ (021) $ 006 $§ 249 $ (0.40) $ (0.72)
Diluted earnings (loss) per common share 0.21) 0.06 2.48 (0.40) (0.72)
Basic and diluted earnings available for distribution 0.88 0.90 1.02 0.91 0.63
before provision for future income taxes and write-
down of capital assets and related costs
Basic distributable cash per Stapled Unit 1.21 1.29 1.34 1.20 0.98
Diluted distributable cash per Stapled Unit 1.20 1.29 1.34 1.20 0.98
Distributions paid per Stapled Unit 1.08 1.08 1.08 1.08 1.08
Stapled Units outstanding (000’s)
At December 31 76,193 64,691 64,825 69,608 69,608
Basic weighted average 74,686 64,984 66,590 69,608 69,608
Diluted weighted average 74,808 65,128 66,685 69,608 69,608
Trading range of Stapled Units on the TSX
High 14.00 13.25 11.30 12.00 11.60
Low 10.00 10.70 8.80 8.50 7.30
Close 12.00 13.00 10.85 9.50 8.95
Financial Position
(in millions of dollars)
Net working capital (excludes short-term borrowings $§ 563 § 504 $§ 371 § 480 § 205
and distributions payable)
Total assets 1,478.3 1,487.2 1,505.3 1,529.5 1,556.6
Long-term debt 130.0 175.0 125.0 326.8 263.5
Total debt 236.5 378.6 375.1 342.0 326.4
Unitholders’ equity 914.8 788.5 787.7 673.9 718.8
Total capitalization® 1L,151.3  1,167.1  1,162.8  1,0159  1,045.2
Debt to total capitalization 20.5% 32.4% 32.3% 33.7% 31.2%
Market capitalization (at December 31) 914.3 841.0 703.4 661.3 623.0

(1) Information presented for 1999 and 1998 have been restated to reflect the retroactive effect of a mandatory change in
methods of accounting for income taxes and employee future benefits for fiscal years beginning on or after January 1,

2000.

(2) EBITDA, earnings available for distribution and distributable cash are measures that do not have a standardized
meaning prescribed by Canadian generally accepted accounting principles (“GAAP”) and may not be comparable to
similar measures presented by other companies. Reconciliation between net earnings, as determined in accordance with
GAAP, and these measures are included within the Management’s Discussion and Analysis contained in the Company’s

2002 Annual Report.

(3) Total capitalization is equal to gross debt plus unitholders’ equity.
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Selected Two-Year Quarterly Consolidated Financial Information

The following table presents selected unaudited quarterly financial information from each of the Company’s last
eight quarters. This data has been derived from unaudited interim consolidated financial statements that have
been prepared on the same basis as the annual audited consolidated financial statements and, in the Company’s
opinion, include all normal recurring adjustments necessary for the fair presentation of such information. These
unaudited quarterly highlights should be read in conjunction with the Company’s audited annual consolidated
financial statements.

Unaudlited (in millions of dollars) 2002 2001
Q1 Q2 Q3 Q4 Total Ql Q2 Q3 Q4 Total
Sales $ 889 $120.7 $130.4 $124.9 $464.9 $110.7 $130.2 $105.4 $115.6 $461.9
Operating earnings $ 21.0 $ 19.3 $ 30.7 $ 283 $ 99.3 $ 28.0 $ 263 $ 17.0 $ 159 $ 87.2
Earnings available for distribution $ 139 $ 4.0 $ 22.0 $26.1 $ 66.0 $ 20.0 $ 18.8 $ 277 $ 75 $ 74.0
Earnings available for distribution ~ $ 14.9 $ 53 $22.0 $23.6 $ 65.8 $ 213 $ 20.1 $ 9.7 $ 77 $ 58.8
before provision for future income
tax recovery
Distributable cash $ 21.2 $ 10.6 $ 34.1 $ 24.2 $ 90.1 $ 259 $ 26.7 $ 14.1 $ 16.8 $ 835
Distributions paid $ 174 $ 204 $ 20.5 $ 20.6 $ 789 $ 175 $ 175 $ 175 $ 174 $ 69.9
$ per Stapled Unit
Earnings available for distribution
- basic $0.20 $0.05 $0.29 $0.34 $0.88 $0.31 $0.29 30.43 $0.12 81.14
- diluted 30.18 30.05 $0.29 $0.34 $0.88 30.31 30.29 30.42 30.12 $1.14
Earnings available for distribution
before provision for future income
fax recovery $0.21 50.07  $0.29  $0.31 $0.88 $0.33 $0.31 $0.15  $0.12 $0.90
- basic $0.20 $0.07  $0.29 $0.31 50.88 $0.33 $0.31 $0.15 $0.12 $0.90
- diluted
Distributable cash
- basic $0.30 30.14 $0.45 $0.32 $1.21 30.40 30.41 30.22 30.26 $1.29
- diluted $0.28 30.14 $0.45 $0.32 $1.20 30.40 30.41 $0.22 30.26 $1.29
Distributions paid $0.27 30.27 $0.27 $0.27 $1.08 30.27 $0.27 30.27 30.27 31.08
Sales by product
(in millions of dollars)
Logs $ 73.0 $102.9 $ 99.0 $103.3 $378.2 $ 81.1 $109.1 $ 877 $100.5 $378.4
Lumber 12.7 13.0 14.1 18.2 58.0 22.1 13.4 13.5 11.5 60.5
Wood chips and other 2.5 3.1 33 33 12.2 39 32 2.4 2.3 11.8
Real estate 0.7 1.7 14.0 0.1 16.5 3.6 4.5 1.8 1.3 11.2
$ 889 $120.7 $130.4 $124.9 $ 464.9 $110.7 $130.2 $105.4 $115.6 $461.9
Sales volume
Logs (thousand )
Domestic 267.2 615.8 507.5 650.8 2,041.3 474.0 544.5 568.7 609.3 2,196.5
Japan and other Asian markets 153.9 190.0 190.5 130.7 665.1 122.8 233.5 123.6 166.1 646.0
United States 228.7 219.7 132.0 129.7 710.1 70.4 182.9 143.0 152.3 548.6
649.8 1,025.5 830.0 911.2 3,416.5 667.2 960.9 835.3 927.7 3,391.1
Lumber (mmfbm) 26.8 28.7 27.2 32.6 115.3 46.6 30.8 274 254 130.2
Production volume
Logs (thousand m®) 707.5 1,023.9 859.4 969.1 3,559.9 873.3 1,007.3 948.7 791.9 3,621.2
Lumber (mmfbm) 26.0 30.9 313 333 121.5 36.0 34.0 15.7 25.7 111.4
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Distribution Policy

TimberWest’s policy is to make quarterly distributions to its unitholders in the form of interest on the Series A
Subordinate Notes, as a return of capital upon the redemption of the preferred shares or as dividends on the
common shares or preferred shares. The amount of such distribution is subject to TimberWest's overall financial
condition.

Due to the nature of TimberWest’s business, quarterly cash flows will fluctuate during the year for seasonal
reasons. Cash flows will also fluctuate from year to year due to the cyclical nature of the business. One of the
objectives of TimberWest’s cash distribution policy is to make even distributions to unitholders. This means that
during certain periods, cash distributions may vary from the actual cash generated. Any difference will be added
to or subtracted from either cash reserves or the bank operating line of credit.

Quarterly distributions will be payable to the holders of Stapled Units of record on January 1, April 1, July 1 and
October 1 in each year (the “Record Date”) and are expected to be paid on the 15th day of the month of each
record date.

MANAGEMENT’S DISCUSSION AND ANALYSIS

A discussion and analysis by management of the financial condition and results of operations for the fiscal year
ended December 31, 2002, is presented under the item ‘“Management’s Discussion and Analysis” in the
Company’s 2002 Annual Report, and is incorporated herein by reference.

MARKET FOR SECURITIES

The Stapled Units are listed for trading on The Toronto Stock Exchange (“TSX”) under the symbol “TWF.UN”.

TRANSFER AGENT AND REGISTRAR

Computershare Trust Company of Canada, at its principal offices in Vancouver and Toronto, is the transfer agent
and registrar for the Stapled Units.
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DIRECTORS AND EXECUTIVE OFFICERS

Set forth below are the names, municipalities of residence, offices held and principal occupations of the directors
and executive officers of the Company.

Directors
Name and
Municipality of Residence Principal Occupation Director Since
William C. Brown (@ Corporate Director June 23, 1997
West Vancouver,
British Columbia
V. Edward Daughney =~ & Principal and Chairman, Echelon Home June 23, 1997
Vancouver, Products Ltd. (appliance wholesaler)
British Columbia
Paul J. McElligott President and Chief Executive Officer ~ June 23, 1997
North Vancouver, of the Company.
British Columbia
Robert W. Murdoch (e Corporate Director September 1, 2001
Salt Spring Island,
British Columbia
Anthony J. Petrina @) Corporate Director June 23, 1997
Vancouver,
British Columbia
Conrad Pinette (2 President and Chief Operating Officer, = May 3, 2002
Vancouver, Lignum Ltd. (lumber products);
British Columbia Corporate Director
Kenneth A. Shields M3 President and Chief Executive Officer, = March 3, 1997
Vancouver, Raymond James Ltd.
British Columbia (investment dealer)

(1) Member of the Audit Committee.
(2) Member of the Environment, Health and Safety Committee.
(3) Member of the Governance and Human Resources Committee.

(4) Chairman of the Board of Directors. Mr. Daughney also served as Interim President and Chief Executive Officer of the
Company November 22, 2000 to January 21, 2001.

The term of office of each Director expires on the date of the next Annual Meeting of the Company.

During the past five years, the directors of the Company have been engaged in the same or similar occupations
with the organizations indicated above, except that prior to May 1998, Mr. Brown was Chief Executive Officer
of BC Sugar Refinery Ltd. and its subsidiaries Roger Sugar Ltd., Refined Sugars, Inc. and Lantic Sugar Limited,
prior to September 2000, Mr. Daughney was President of Merit Kitchens Ltd., prior to January 2001, Mr.
McElligott was President and Chief Executive Officer of BC Rail Group.
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Executive Officers

Name and

Municipality of Residence

Position

Principal Occupation

Virginia L. Aulin
Vancouver,
British Columbia

Vice-President,
Public Affairs and
Government
Relations

Officer of the Company; prior to September
2002, Director of Corporate Affairs of the
Company; prior to July 2000, Director of
Public Affairs — Canada, Weyerhaeuser
Company; prior to December 1999, Director of
Corporate Communications, MacMillan
Bloedel Ltd.

John A. Kelvin
North Vancouver,
British Columbia

Vice-President, Log
Marketing and Sales

Officer of the Company; prior to May 2001,
Manager, Log Marketing and Sales of the
Company.

Hamish Kerr
West Vancouver,
British Columbia

Vice-President,
Strategic Planning
and Forest Policy

Officer of the Company; prior to June 2002,
independent consultant; prior to May 2000,
Vice-President, Goepel McDermid Inc.

John W. Mann Vice-President, Officer of the Company; prior to February
Nanaimo, Timberland 2002, General Manager of Coast Forest
British Columbia Operations Operations, International Forest Products Inc.

Paul J. McElligott President and Chief ~ Officer of the Company; prior to January 2001,

North Vancouver,
British Columbia

Executive Officer

President and Chief Executive Officer, BC Rail
Group of Companies

Beverlee F. Park
West Vancouver,
British Columbia

Vice-President,
Finance and Chief
Financial Officer

Officer of the Company; prior to February
2000, Controller and Secretary of the
Company.

Mark W. Stock
North Vancouver,
British Columbia

Vice-President,
Human Resources

Officer of the Company; prior to September
2002, Manager, Human Resources, Crystal
Decisions, Inc., prior to July 2001, Senior
Manager, Human Resources, BF Goodrich
Aerospace, Inc.; prior to July 1999, Manager,
Human Resources, Canadian National Railway
Company.

The directors and executive officers of the Company, as a group, beneficially own, directly or indirectly, or
exercise control or direction less than 1% of the issued and outstanding Stapled Units.
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ADDITIONAL INFORMATION

Executive Compensation

Additional information, including directors’ and officers’ remuneration and indebtedness, principal holders of the
Company’s Stapled Units, options to purchase Stapled Units, interests of insiders in material transactions and
corporate governance, is contained in the Information Circular for the Company’s Annual Meeting to be held on
May 2, 2003.

Undertaking to Provide Documents

The Company shall, upon request to the Corporate Secretary of the Company, 2300 — 1055 West Georgia Street,
PO Box 11101, Vancouver, British Columbia, V6E 3P3, provide to any person or company, the documents
specified below:

(a) when the Company is in the course of a distribution of its securities under a short form prospectus, or has
filed a preliminary short form prospectus in respect of a proposed distribution of its securities:

(i)  one copy of the Company’s latest Annual Information Form, together with one copy of any document,
or the pertinent pages of any document, incorporated therein by reference;

(i) one copy of the comparative consolidated financial statements of the Company for its most recently
completed financial year for which financial statements have been filed, together with the auditors’
report thereon, and one copy of any interim financial statements of the Company for any period after
its most recently completed financial year;

(iii) one copy of the Information Circular of the Company in respect of its most recent annual meeting of
holders of Stapled Units that involved the election of directors; and

(iv) one copy of any other documents that are incorporated by reference into the preliminary short form
prospectus or the short form prospectus and are not required to be provided under subparagraphs (i) to
(iii) above; or

(b)  at any other time, the Company shall provide to any person or company one copy of any of the documents
referred to in subparagraphs (a)(i), (ii) and (iii) above, provided that the Company may require the payment
of a reasonable charge if the request is made by a person or company who is not holder of the Company’s
securities.

Auditor’s Report and Consolidated Financial Statements

Additional financial information is provided in the Company’s consolidated financial statements for the year ended
December 31, 2002, and the auditor’s report thereon, which are included in the Company’s 2002 Annual Report.

Forward Looking Statements

The statements which are not historical facts contained in this Annual Information Form are forward-looking
statements that involve risks and uncertainties. TimberWest’s actual results could differ materially from those
expressed or implied by such forward-looking statements. Factors that could cause or contribute to such differences
include, but are not limited to, general economic conditions, variations in TimberWest’s product prices and changes
in commodity prices generally, changes in market conditions, actions of competitors, interest rate and foreign
currency fluctuations, regulatory and harvesting fee changes and other actions by governmental authorities, the
ability to implement business strategies and pursue business opportunities, weather conditions, forest fires and other
natural phenomena and other risks and uncertainties.
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GLOSSARY

In this Annual Information Form, unless the context otherwise requires:

“AAC” or “Allowable Annual Cut” means the annual harvest level determined by the Chief Forester of British
Columbia with respect to TFLs, Forest Licences or private timberlands within a TFL;

“Annual Harvest Rate” means the volume of timber harvested by TimberWest from its Private Timberlands
outside of TFLs in a given year;

“affiliate” means an affiliate within the meaning of the Securities Act (British Columbia);

“Best Management Practices” as defined by the Private Forest Landowners Association handbook, means forest
management practices in general usage referring to any good forest stewardship practices;

“Bowater” means Bowater Pulp and Paper Canada Inc., formerly Avenor Inc.;
“Common Shares” means the common shares in the capital of the Company;
“Company” means TimberWest Forest Corp.;

“Company Act” means the Company Act (British Columbia);

“Crown” means Her Majesty the Queen in Right of the Province of British Columbia;

“Distributable Cash” includes consolidated earnings before income taxes less current income taxes plus
depreciation, depletion and amortization, plus proceeds from the sale of capital assets net of their gain (loss) on sale,
less maintenance capital expenditures and from time-to-time adjustments for other items deemed appropriate by the
Board of Directors. The aggregate annual amount of interest on the Series A Subordinate Notes outstanding at
March 15, 2003 is $82.1 million, which is paid from distributable cash and any deficiency could be paid from the
available bank facilities;

“Doman” means Doman Forest Products Limited, a wholly-owned subsidiary of Doman Industries Limited,;

“Economic Rotation” means, with respect to a particular growing site, the number of years from the time a stand
of trees is established for the average tree within the stand to reach the size which maximizes economic return
through sales and manufacturing;

“Forest Act” means the Forest Act (British Columbia);
“Forest and Range Practices Act” means the Forest and Range Practices Act (British Columbia);

“Forest Development Plan” means an operational plan guided by the principles of integrated resource
management (the consideration of timber and non timber values), which details the logistics of timber development
over a period of usually five years. Methods, schedules, and responsibilities for accessing, harvesting, renewing,
and protecting the resource are set out to enable site-specific operations to proceed,

“Forest Practices Code” or the “Code” means the Forest Practices Code of British Columbia Act;

“Harvest Rotation” means, with respect to a particular growing site, the number of years from the time a stand of
trees is established to the time at which the stand is harvested;

“hectare” means a metric measure of area equivalent to 10,000 square metres or approximately 2.471 acres;

“ISO 14001~ is an independent third party certification that confirms that TimberWest’s internal Environmental
Management system meets internationally accepted standards for protecting environmental values, and that the
system is properly maintained and applied by TimberWest;

“Land Reserve Commission” is a commission established by the province of British Columbia for the purpose
of administering the Agricultural Reserve Act, the Forest Land Reserve Act, and the Private Land Forest
Practices Regulation;
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“Long-Run Sustainable Yield” means a predictable and stable annual volume that balances timber growth and
timber harvest over an extended period of time under certain assumptions. TimberWest’s long-run sustainable
yield is based on a 100-year period and reflects assumptions associated with regeneration, age class distribution,
expected growth rates, and environmental and economic considerations. This is distinct from Annual Harvest
Rate, which can vary from year-to-year depending on economic and other circumstances;

“Managed Forests” means private timberlands so classified by the British Columbia Assessment Authority
pursuant to the British Columbia Assessment Act (Forest Land) Regulation;

“Management Plan” means a comprehensive five-year plan covering Crown timber tenures prepared by a
registered professional forester containing inventories and analyses of timber and non-timber resource values,
strategies for management and protection of those values and calculation of the proposed timber harvest level;

399

“m™ means cubic metres;

“Merchantable Timber” means timber that is ready for harvest under current operating conditions;

“Merchantable Timber Inventory” means, in respect of a particular tenure or area, the volume of Merchantable
Timber that can be commercially recovered at the present time;

“Ministry of Forests” refers to the Ministry of Forests of British Columbia;
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“mm™” means thousands of cubic metres;

“mmfbm” means millions of foot board measures, a foot board measure being one square foot of lumber, one inch
thick;

“NSCL” means Norske Skog Canada Limited, formerly Fletcher Challenge Canada Limited;
“Pacific” means Pacific Forest Products Limited, a wholly-owned subsidiary of the Company;

“Pacific Timberlands” means the 124,000 hectares (305,000 acres) of private timberlands owned in fee simple by
PFP Forest;

“PFLA” means the Private Forest Landowners Association of British Columbia;
“PFP Forest” means PFP Forest Ltd., a wholly-owned subsidiary of Pacific;
“Preferred Shares” means the preferred shares in the capital of the Company;

“Private Land Forest Practices Regulation” means the regulation made under the Forest Land Reserve Act
(British Columbia) that applies to privately owned land that is managed forest land under the Assessment Act
(British Columbia). The regulation is administered by the British Columbia Land Reserve Commission and
addresses four key public environmental values: soil conservation, fish habitat, water quality and critical wildlife
habitat;

“Private Timberlands” means the 334,000 hectares (825,000 acres) of private timberlands on Vancouver Island,
British Columbia owned in fee simple by TFL Forest and PFP Forest;

“Real Estate Properties” means properties that TFL Forest and Pacific own in fee simple and which may have a
higher value than their values as timberland; the Real Estate Properties consist of approximately 6,000 hectares at
any one time, and are identified as the Company determines them to be surplus to its harvesting requirements;

“Silviculture Prescriptions” are prescriptions prepared under the direction of a registered professional forester for
an area of forest prior to harvesting, which set out the various resource values found in the forest, how such values
are to be protected, how and when harvesting is to take place, and the targets and commitments made by the
operator for renewing the forest;

“Stapled Units” means a unit consisting of one Common Share, 100 Preferred Shares and one Series A
Subordinate Note Receipt;

“Subordinate Notes” means the Series A Subordinate Notes of the Company held by unitholders, issued pursuant
to the indenture dated September 30, 1998, between the Company and Montreal Trust Company of Canada (now
Computershare Trust Company of Canada) in its capacity as trustee for the holders of the subordinated notes of the
Company;

“Subordinate Note Receipt” means the receipts issued by Montreal Trust Company of Canada (now
Computershare Trust Company of Canada) in its capacity as custodian of the Series A Subordinate Notes, each of
which represents a unit of Series A Subordinate Notes having an aggregate face amount of $8.978806569 which
entitles the holder to $1.077456788 of interest per annum and other entitlements;
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“Sustainable Forest Management Certification” is an independent third party certification that confirms that
TimberWest’s forest management practices meets the standards for sustainable forest management established by
the American Forest and Paper Association under its Sustainable Forestry Initiative (SFI)*™ Program;

“TFL” means a Tree Farm Licence, a form of timber tenure in British Columbia that includes Crown lands and
often private timberlands or other tenures owned by the licence holder;

“TFL 46 means Tree Farm Licence No. 46, which is located on southwestern Vancouver Island;

“TFL 47” means Tree Farm Licence No. 47, which is located on eastern Vancouver Island, Johnstone Strait and
the Queen Charlotte Islands, British Columbia;

“TFL Forest” means TFL Forest Ltd., a wholly-owned subsidiary of the Company;

“TimberWest” means the Company together with TFL Forest and Pacific and its subsidiaries, all of which are
wholly-owned subsidiaries of the Company; and their respective interests in partnership;

“Trust” means TimberWest Timber Trust;

“Trust Units” means the units of the Trust, each unit representing an equal undivided beneficial interest in the
Trust;

“Unitholders” means the holders from time to time of one or more Stapled Units; and

“Variable Retention” means a forest management system offering an ecologically and visually sensitive
harvesting alternative to clear-cutting.
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