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VILLAGE OF 1
BURNGS The Corporation of

LAKE The Village of Burns Lake

_ ‘ Gateway to Tweedsmuir Park
ol Box 570, Burns Lake, B.C. V0J 1EO OFFICE OF THE

Phene: (250) 692-7587 MAYOR
Fax: (250) 692-3059 A—

January 4, 2010
To All Residents of the Lakes District:
RE: COMFOR MANAGEMENT SERVICES LTD. (CMSL) 2008-09 ANNUAL REPORT

As the Mayor of Burns Lake, | look forward to receiving the Annual Report from Comfor Man-
agement Services Ltd. As with many companies, non-profit organizations, and governments,
2009 was a trying year. Both the Village of Burns Lake and CMSL were required to make diffi-
cult decisions; however, out of hardship comes great opportunity.

Comfor Management Services Lid. is a strong community partner, and despite significant eco-
nomic difficulties, it was able to continue supporting various non-profit organizations in Burns
Lake and the surrounding area. Comfor Management Services Ltd. supports the entire Lakes
District community, not just those citizens who reside within the Village of Burns Lake bounda-
ries. CMSL provides employment and contracts for many of our friends, family, and
neighbours. Burns Lake is proud to be home to our Community Forest.

We would like to thank the Board of Directors of Comfor Management Services Ltd. for their
continued commitment to our community. We strive to provide a fair and equitable opportunity
for community representation on the Board of Directors, and thank all those who have put their
names forward as prospective directors, Continued patience, wisdom, and understanding is
required to help guide CMSL through these turbulent times.

The Village of Burns Lake is looking forward to the prospects 2010 will offer, and wishes CMSL
great success in its future endeavours.

Sincerely,

P

Bernice Magee
Mayor

c.c.. Village of Burns Lake Council
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ComFor

Management Services Ltd.

P.O. BOX 788, BURNS LAKE, BC V0J1EQ
TEL: (250) 692-7724 FAX: (250) 692-7767

A Message From The President

On behalf of the board of directors, | am pleased to present this report on the activities and op-
erations of Comfor Management Services Ltd. (CMSL) and its subsidiaries.

As most residents the Lakes District know, CMSL'’s shares are held by the Corporation of the
Village of Burns Lake on behalf of all residents of the Lakes District. The company, which spe-
cializes in providing professional management and administrative services, has four subsidiar-
ies: Burns Lake Community Forest Ltd. {(BLCF), Sheraton Holdings Ltd., Endako River Timber
Ltd., and 0818725 BC Ltd. {an inactive holding company). Known collectively as the Comfor
Group, these firms are involved in forest license and financial management, specialty saw-
milling, and administration.

Like most companies, the Comfor Group faced significant challenges in the 2008-2009 fiscal
year. The global recession hit your community-owned companies hard and resulted in the cor-
porate group recording its first consolidated loss since CMSL’s establishment in 2001. The un-
precedented slowdown in economic activity throughout the region resulted in a dramatic de-
cline in corporate revenues; to cope with the ‘new economic reality’, Comfor Management Ser-
vices Ltd. and its subsidiaries underwent massive restructuring. Along the way, Lakes Commu-
nications Inc., the Comfor Group’s wireless internet service provider, was sold to ABC Commu-
nications of Quesnel.

While there are signs that the global economy is recovering, the outlook for 2009-10 remains
austere. | wish to assure you, however, that the long-term sustainability of your community-
owned corporations is not at risk, CMSL and its subsidiaries have all implemented strategies
designed to ensure they ‘weather the economic storm.” All are confident they will emerge from
this economic downturn leaner, stronger, and poised fc explore new business opportunities. In
fact, all three companies managed (despite limited human and financial resources) to under-
take several new initiatives in 2009 that will broadened their scope of business and create new
revenue streams.

Although the corporate group’s financial performance in 2008-09 was disappoiniing, the com-
panies continue to be a tremendous asset to our area. Comfor Management Services Ltd.,
Burns Lake Community Forest Ltd., and Sheraton Holdings Ltd. continue to make significant
contributions to our community, providing direct employment to no fewer than 55 local families.
It is my sincere hope that the companies will continue to build on their outstanding record of
success in the years to come.

Lianne Olson, President (CMSL)
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CORPORATE STRUCTURE OF
COMFOR MANAGEMENT SERVICES LTD. (June 1, 2009)

THE CORPORATION OF THE VILLAGE OF BURNS LAKE

APPOINTS
MAYOR &
e, o Ap@ms
RECCMMENDS
BOARD OF DIRECTORS
G S

1 REPORTS TO

—v

COMFOR MANAGEMENT SERVICES LTD.
{Owned 100% By the Village of Burns Lake)

OWNS 100%

0818725 BCLTD.

OWNS 62% EL
b

SHERATON HOLDINGS LTD.

OWNS 100%

V

QOWNS 100%

ENDAKO RIVER TIMBER LTD.

BURNS LAKE COMMUNITY FOREST LTD.

A condition of the Long-Term Community Forest Agreement 'K1A is to manage for the purpose of;
1) making improvements to the land base; and
2) generating benefits for all residents of the Lakes Timber Supply Area.

Comfor Management Services Lid. manages all the assets separately in order to protect the taxpaying
resiclents of Bums Lake from the legal and financial risks associated with business.
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June 2008:

July 2008:

August 2008:

September 2008:

QOctober 2008:

November 2008:

COMFOR GROUP OF COMPANIES
Year at a Glance

Woark begins on cleaning up former Endako River Timber Ltd. mill sites on
Babine Road and Highway 16 East.

In response to BC Hydro's Bioenergy Call For Power, Burns Lake Energy Part-
nership LLP (a consortium consisting of Comfor Management Services Lid., Pio-
neer Family Energy Partnership, Renegy, and others} submits its proposal to
build a bioenergy plant in the Bums Lake.

Comfor Management Services Ltd. assists Burns Lake Band by providing fund-
ing to complete a business plan for The Gathering Place.

Burns Lake Community Forest Ltd. begins to explore opportunities in silviculture
liability transfer and carbon trading.

Board approves motion to place 30 per cent of corporate retained eamings into
general reserve fund.

Office of the Information & Privacy Commissioner rejects CMSL’s arguments
that neither it or its subsidiaries are subject to the Freedom of Information & Pro-
tection of Privacy Act. Company requests formal review of the issue.

Report of the Comfor Consultation Working Group is released. The committee
makes more than a dozen recommendations relating to operations of the corpo-
rate group.

BLCF negotiates first silviculture liability transfer agreement. Under deal, BLCF
agrees to assume another company’s silviculture liabilities in exchange for a fee.
Two community projects (fuel mitigation, snowmobile trail construction) ap-
proved under the provincial Job Opportunities Program, and Burns Lake Com-
munity Forest Ltd. agrees to administer them on behalf of the community.
Sheraton Holdings Lid. begins construction of new dowel mill.

CMSL board meets with village council to discuss consultation report and re-
lated issues.

Board members and staff meet with representatives from the Office of the
Wet'suwet'en Hereditary Chiefs to discuss company operations and emerging
issues.

Council and CMSL board proceed to implemeni recommendations of Comfor
Consultation Working Group.

Lakes Communications Inc. begins construction of Endako transmitting tower as
part of its campaign to extend wireless internet services to oullying areas of the
Lakes District.

CMSL'’s board of directors approves 24 grant-in-aid applications with a com-
bined value of $56,533.83.

In an effort to expand high-speed internet service to outlying areas of the Lakes
Communications Inc. files seven applications for funding under the provincial
Connecting Citizens grant program.

CMSL. and BLCF representatives meet with parties to discuss possible construc-
tion of a pellet plant in Burns Lake.

Mayor Bernice Magee steps down as the village's representative on CMSL
board. Her replacement is Councillor Lianne Olson.
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December 2008:

January 2009:

February 2009:

March 2009:

BC Hydro rejects all bioenergy project proposals filed by Lakes District propo-
nents. BLCF moves forward with ‘Plan B’, the marketing of biomass for other
uses.

Burns Lake Community Forest selected as one of a half dozen community for-
ests to be profiled in a documentary film by Asterisk Productions of Victoria.
Comfor Group employees raise $1,240 for Lake District Food Bank Coalition.

Companies in Comfor Group begin to feel the effects of global recession.
Representatives of Comfor Management Services Lid. attend First Nations in
Community Forests conference.

CMLS representatives attend First Nations Mountain Pine Beetle Initiative meet-
ing.

Lakes Communications Inc. reports its customer base has increased to 220.
CMSL board approves Policy 2008-01, which outlines the duty of board mem-
bers to attend meetings.

CMSL boards approves Policy 2009-02, which states that whenever possible,
Comfor Group companies will not compete against cther locally owned busi-
nesses.

Bill Huxham retires as CMSL. general manager.

Alistair Schroff, former manager of Bums Lake Community Forest Lid., is hired
as general manager of Comfor Management Services Ltd. Ben Wilson ap-
pointed manager of Burns Lake Community Forest Ltd.

Norm Martens reappointed to boards of Endako River Timber Ltd. and Sheraton
Holdings Ltd.

Sheraton Holdings Ltd. announces two week shut-down due to economic condi-
tions.

In keeping with its mandate to support recreation in the community forest, Burns
Lake Community Forest Ltd. donates 60 hours of staff time to assist the Lakes
QOutdoor Recreation Society in maintaining local Ministry of Tourism, Culture and
the Arts campsites and trails.

The 35-kilometre Burns Lake Snowmobile Trail project, one of two Job Opportu-
nity Program initiatives administered by Bums Lake Community Forest Ltd., is
completed.

In respeonse to economic conditions, all companies in the Comfor Group initiate
cost-saving measures.

Comfor board recommends that subsidiary Lakes Communications Inc. be sold.

Lakes Communications Inc. awarded $153,000 in grants to extend wireless
internet service to outlying communities in the Lakes District.

CMSL and Community Futures Development Corporation of Nadina join forces
to offer a $100,000 developmental lending program designed promote the es-
tablishment of new businesses in the Lakes District.

CMSL board and senior staff begin investigating possibility of amalgamating
some CMSL subsidiaries to streamline corporate operations and reduce costs.
Lianne Qlson elected president of Comfor Management Services Lid.

Local businessman Grant Conlon appointed to the board of Comfor Manage-
ment Services Ltd.

Sheraton Holdings Ltd. announces indefinitely shutdown due to econcmic condi-
tions.

BLCF representatives fravel to Victoria to meet with officials of the Pacific Car-
bon Trust.

CMSL beard revamps its grant-in-aid policies.
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April 2009:

May 2009:

Scenes from Sheraton Holdings Ltd.'s
sawmill east of Burns Lake.

Burns Lake Community Forest Ltd. organizes local non-timber forest products
workshop.

Ben Wilson resigns as general manager of Bumns Lake Community Forest Ltd.
o pursue other opportunities.

Val Radley appointed a director of Comfor Management Services Ltd.

Dawn Stronstad appointed manager of Burns Lake Community Forest Lid.
CMSL board pledges to establish a director evaluation process, approves Policy
2009-04 (Review & Approval of Accounts}.

Office of the Information & Privacy Commissioner rules that Comfor Manage-
ment Services Ltd. and its subsidiaries are “local public bodies” under the Free-
dom of information & Protection of Privacy Act. Companies in Comfor Group
immediately receive multiple requests for information, and move to comply.
CMSL board approves Policy 2009-03, which establishes improved processes
for evaluating investment opportunities.

Bums Lake Community Forest Ltd. enters into a Memorandum of Understand-
ing with Tahtsa Timber Ltd. on the marketing of biomass from the community
forest.

CMSL board awards 10 grants-in-aid with a combined value of $20,000.

CMSL board adopts Policy 2009-05 (Investment Policy), which sets guidelines
for managing the corporate group’s investment portfolios.

Alistair Schroff resigns as general manager of Comfor Management Services
Ltd. to pursue other opportunities. His replacement is Henry Wiebe, manager of
Sheraton Holdings Lid.

Sheraton Holdings Ltd.’s completes construction of dowel mill and resumes op-
erations.

4.5 Full-Time Equivalent positions eliminated within Comfor Management Ser-
vices Lid. as part of cost-cutting measures.

Whistle Lake Woodlot Ltd., a CMSL subsidiary, is merged with Burns Lake
Community Forest Ltd.

BLCF staff participate in School District #91’s Project Forest Management.
Lakes Communications Inc. sold to ABC Communications Ltd. after an exten-
sive select bid process.

Clean up of former Endako River Timber mill site on Babine Road substantially
complete.
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Comfor Management Services Ltd.:
Your Community-owned Management Company

When Burns Lake Community Forest Ltd. C F

(BLCF) was established by the Village of

Burns Lake in 1998, it was believed the
Management Services Ltd.
P.O. BOX 788, BURNS LAKE, BC VOJ 1EQ

municipally-owned company would enjoy
TEL (250) 892-7724 FAX: (250) 692-7767

tax-exempt status under the federal /n-
come Tax Act. However, subsequent
changes in the /ncome Tax Act specified that to quality for tax exemption, a munici-
pally-owed corporation must earn at least 90 per cent of its revenue within municipal
boundaries. Because BLCF earned nearly all its incoeme from a community forest lo-
cated outside municipal boundaries, BLCF subsequently became a taxable company
under Canadian law.

In an effort to retain a farger proportion of BLCF's revenues for community use, the
company's board of directors sought advice from tax experts. Acting on the recommen-
dations of Grant Thornton LLP and other professionals (including the Revelstoke Com-
munity Forest), BLCF’'s board urged village to change the community forest govern-
ance model to allow for greater retention of before-tax income.

Comfor Management Services Ltd. was established in 2001 to hold the shares of
BLCF on behalf of all Lakes
District residents. The new
company was also charged
with providing Burns Lake
Community Forest Ltd. with
management and administra-
tive services in exchange for
a fee. These fees could be

pense by BLCF, and because _
CMSL earned all of its income 2 3
within municipal boundaries, &
they were exempt from taxa-
tion.

Today, CMSL provides ac- =
counting, administrative, cleri- FEN I g b R e T T T o

cal, and other services to its  The Lakes District Fall Fair's Loggers’ Sports competition is spon-
subsidiaries (BLCF, Sheraton sored by CMSL and Burns Lake Community Forest Ltd.
Holdings, Endako River Tim-

ber Ltd., and 0818725 BC Ltd.), and a number of local non-profit organizations. Lo-
cated at 153 Francois Lake Drive, the company has four employees.
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Comfor Management Services Ltd.

Annual Report

Fiscal year 2008-09 (June 1, 2008 to May 31, 2009) was one of challenge and change
for the Lakes District's community-owned management company.

The year started with such promise. In June 2008, Comfor Management Services Lid.
(CMSL) joined the Pioneer Family Energy Partnership, Renegy, and others to form
Burn Lake Energy Partnership Ltd. for the express purpose of seeking a long-term bio-
energy supply contract with BC Hydro. The consortium planned to construct a bio-

energy plant in Burns
Lake; a tentative site was
even selected.

Yet the project was not
to be. In December, BC
Hydro announced that the
Burns Lake Energy Part-
nership Ltd. was unsuc-
cessful in obtaining a bio-
energy purchase agree-
ment. Without a guaran-
teed long-term market for
bioenergy, CMSL and its
partners were forced to
abandon the idea of con-
structing Burns Lake’s
first bioenergy plant.

Within a month, the com-
pany (and its subsidiaries)
also began to feel the ef-
fects of the global eco-
nomic crisis. Because
CMSL derived nearly all

Comfor Management Services Lid.

MISSION STATEMENT

As a corporation owned by (and accountable to) alf residents of the
Lakes District, Comfor Management Services Ltd. sirives to oper-
ate transparently and in a manner that will promote long-ferm cor-
porate and community economic sustainability through:

(1) The provision of professional management services to all com-
panies in the Comfor Group, thus ensuring maximum financial re-
turn to the corporate group as a whole; and

(2} Strategic investments in projects and businesses that will diver-
sity the operations of the Comfor Group of Companies and the local
economy, improve the quality of life for all Lakes District residents,
and create lasting economic, social, and cultural benefits for the
community as a whole.

VISION STATEMENT

Comfor Management Services Ltd. will be a leader in facilitating
the development of businesses that will expand and diversify the
economy of the Lakes District, provide meaningful employment to
local residents, and create lasting benefits to the community as a
whole.

its revenues from management fees charged to its subsidiaries — levies that are
based on a percentage of each subsidiary’s expenses — reduced economic activity
within Burns Lake Community Forest Ltd. and Sheraton Holdings Ltd. meant reduced
income for CMSL. When it became apparent that global economy recovery would be
delayed, CMSL's management had little choice but implement a program of corporate
downsizing. A total of 4.5 full-time-equivalent positions were eliminated within the com-

pany by May 31.

While this and other cost-cutting measures helped improve CMSL’s long-term sus-
tainability, they came too late to significantly improve its 2008-09 financial perform-
ance. By year-end (May 31, 2009), the company had recorded a loss of $1.5 million —
largely due fo its decision to write down the investment in Endako River Timber Ltd.

The company had to cope with more than the economic downturn in 2008-09, too.
Two senior managers left the company between January 2009 and May 2009. GM Bill
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Huxham retired at the end of January, and his replacement (Alistair Schroff) left to pur-
sue other opportunities at the end of May.

Yet somehow, despite all the adversity, the company managed to make a significant
contribution to the Lakes District in 2008-2009. In addition to providing direct employ-
ment for six individuals, CMSL also donated more than $76,000 to local community
groups.

Clearly, 2008-09 was a difficult year for your community-owned management com-
pany. Local residents can only hope that 2009-10 will bring renewed prosperity to
CMSL and the local economy as a whole.

Henry Wiebe
General Manager

Abandoned trapper’s
cabin along the Por-
cupine Road.

Mule deer in an old
cut block.
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Burns Lake Community Forest Ltd.:
Your Community-owned Forest Company

Burns Lake Community Forest Ltd. was incorporated in December 1998 in response to
the Ministry of Forests’ community forest Request For Proposals. Establishment of the

company followed a com- ]
prehensive round of pub- Burns Lake Community Forest Ltd.

lic consultations in which MISSION STATEMENT

chal residents ClearIY in- ‘ n 1998, members of the Burns Lake Community Forest Steering
dicated that ownership of Committee established the following Mission Statement &

the requested forest li- Emerging Strategy for your community-owned forest corporation,
cense should belong to Burns Lake Community Forest Ltd. (BLCF):

EViI’yOB_e IIYIng in the Burns Lake Community Forest Ltd. will manage and operate its
_a es 'S_triCt’ and, not a Community Forest license in a manner that wilf enhance the
single political entity or forest resource while respecting the principles of integrated
special interest group. use, environmental stewardship, and public consultation. The
corporation’s activities will provide the following benefits to the
community on a sustainable basis:

L ocal management of resources;

L ocal processing,

Local employment;

Forestry training & education;

when the Ministry of For- Outdoor recreation activities;

ests announced that A lasting relationship with the land that comprises the Com-

Burns Lake was one of munity Forest;
four organization awarded o  Culturally significant economic and educational opportuni-

. . ties for First Nations: and
a community forest pilot * Revenue (fo sustain the corporation and to support the

agreement. For local resi- community.
dents, it represented the
realization of a dream that | These goals continue to guide the company’s activities and form

actually began 25 years the backbone of its corporate strategy.

Local efforts to obtain a
conditional community for-
est license were rewarded
in the summer of 2000,

earlier.

Although most people don't realize it, Burns Lake’s quest for a community forest began
not in the fall of 1996, but on October 10, 1973 — the date when Burns Lake village
council first asked Lands and Forests Minister Bob Williams for a Tree Farm License.

That initial campaign to gain a measure of control over local forest resources ended in
disappointment, which made the province's subsequent decision to select Burns Lake
as one of four communities to test the new community forest tenure all that more
sweet.

Burns Lake Community Forest Ltd.’s initial pilot license was signed July 7, 2000 with a
initial Annual Allowable Cut (AAC) of 23,677 cubic meters (m°). The community forest
has undergone several expansions since that time, and now consists of 85,541 hec-
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tares of Crown land supporting an Annual Allowable Cut of approximately 80,000 cubic
meters (m®). Burns Lake Community Forest Ltd. was awarded a 25-year Long Term
Community Forest Agreement in April 2005—the first of its kind in the province. [n
2005, the AAC of the community forest was increased to 300,000 cubic meters (m*°)
per year to facilitate beetle salvage.

In the years since 1998, Burns Lake Community Forest Ltd. (through its locally-
selected board of directors and dedicated employees) has worked diligently to ensure
the community forest meets the public's lofty expectations. While the road to success
hasn’t always been easy, management and staff and Burns Lake Community Forest
Ltd. are proud of the companies achievements over the past decade: hundreds of
thousands of man-hours of employment created for local residents, in excess of $3.1
million donated to community groups and organizations, and the establishment of new
outdoor recreation infrastructure throughout the Lakes District.

Despite the depredations of the mountain pine beetle, the community forest remains a
significant source of fibre for local sawmills both large and small. Tree species include
lodge pole pine, Engelmann white spruce crosses, and subalpine fir, as well as trem-
bling aspen, cottonwood, and birch. Elevation in the community forest ranges from 700
to 1400 meters in the SBSdk, SBSmc2 and ESSFmc ecosystem classifications.

Of course, the community forest is more than a fibre basket.’ The land base supports a
variety of wildlife, including moose, mule and white tail deer, black and grizzly bear, as
well as many other fur-bearing animals. Guide-outfitters and trappers rely on the land
for their income. Bird species are diverse, and many use the riparian areas, streams,
and lakes for habitat.

As mentioned, the community forest also contains lands with significant recreation
value. Local residents utilize the community forest for skiing, snowmobiling, mountain
biking, All-Terrain Vehicle (ATV) riding, hunting, fishing, boating, and hiking.

Today, Burns Lake Community Forest Ltd. is governed by a board of directors whose
five members are selected from the board of Comfor Management Services Ltd.
BLCF's current board consists of Herb Neville (President), Gordon McFee (Vice-
president), Murray La Brash (Secretary), Thomas Pfister and Grant Conlon. The com-
pany also has a three-member advisory board, and its current manager is Dawn Stron-
stad.

In keeping with the philosophy upon which it was founded, Burns Lake Community
Forest Ltd. continues to encourage participation from the local community. Senior staff
maintain an “open door” policy and welcome question and comments from the public.

In keeping with the company's goal of maximizing local employment and economic
benefits, all of its forest management, construction, and logging activities are preferen-
tially contracted to residents of the Lakes TSA.
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Burns Lake Community Forest Ltd.
Annual Report

Despite tough economic times faced during the 2008-2009 year, Burns Lake Commu-
nity Forest continued to meet Mission Statement objectives established in 1999. | as-
sumed the Manager position for this company in April of 2009, and feel privileged to
work for my community in this capacity.

Local management of resources

¢ Burns Lake Community Farest (BLCF) is managed by a board of directors
whose members are chosen from the community
as a whole, and makes decisions on a consensus
basis

¢ Staff continued to carry out management activities
of Long Term Community Forest License K1A. Lo- &
cal contractors were employed for some contract
works during this period.

¢ The company's management strategies are devel-
oped through consultation with local resource
stakeholders, including First Nations

¢ Maintained an “open door” policy. Locals are encouraged to take an active in-
terest in their community forest. BLCF continues to meet
with stakeholders on a regular basis.

Local processing

¢ Harvested approximately 224,000cubic meters of timber
during this fiscal year. The majority of this volume was
delivered to local mills, including CMSL-owned Sheraton Custom Milling.

Local employment

0 Thousands of man-hours of employment were generated for local residents
¢ Hired only local contractors during this period

Forestry training & education

o Participated for the 9" consecutive year in the Project Forest Management pro-
gram

¢ Continued to partner with Royal Roads University in hosting non-timber forest
products workshops

Outdoor recreation activities

¢ Sponsored the Lakes Outdoor Recreation Society in its mandate of maintaining
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A lasting relationship with the land that comprises the Com-

munity Forest

¢ Continued to employ sustainable forest practices

¢ Planted 2.4 million seedlings {1 million summer 2008, 1.4 mil-
lion spring 2009), with 50% pine (grown from our locally picked
seed) and 50% genetically improved spruce

¢ Completed a Vegetation Resource Inventory and Terrestrial

30 local recreation sites and 9 recreation
trails
Provided support to the Burns Lake .
Mountain Biking Association through ma- JR& 3
chine in-kind donations 1
Constructed a .4 km walking track adja-
cent to the Wet'suwet’en First Nation
band office b=
Provided supervisory and administrative
assistance to the Burns Lake Snowmobile Club in the construction of ~35 kilo-
meters of showmobile trail

Ecosystem Mapping for the K1A license area, which will facili-
tate an updated timber supply analysis

Culturally significant economic and educational opportunities for First

Nations

0

operations

Y

Assisted First Nations with the management of their forest

Employed First Nations on the forestry crew

Revenue (to sustain the corporation and to support the community)

¢
¢
9

Y

This was the first year since 2001 that BLCF recorded a loss

Maintained adequate silviculture reserves to cover silviculture obligations
Continued to support the community as much as possible through in-kind and
other donations

Remitted $263,000 in stumpage to the Crown.

FUTURE PLANS AND PRIORITIES
These are documented in our Strategic and Operating Plan for 2009/2010.

Dawn Stronstad
Manager
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Whistle Lake Woodlot Ltd.
Annual Report

A Woodlot License Plan was ap-
proved for Woodlot 1527.

Salvage blocks laid out in winter
2007 are still available for harvest
later this year or in future years.

BLCF staff sought direction from the %
Ministry of Forests and Range to
have the area previously occupied
by the Whistle Lake Woodlot added
to Long Term Community Forest i
License K1A. This amalgamation is |}
sought for operational flexibility and ¢ B T S
ISRl R W T T i

efficiency. - -
BLCF Manager Dawn Stronstad conducts a survey in the field.

iy

Lakes Communications Inc.
Annual Report

Incorporated in March 2005, Lakes Com-

munications Inc. (Lakescom) brought to- \
gether two small existing internet busi- \
nesses, Calmco Communications Inc. (a a B S B U m . n B

small local wireless internet service pro- N\,
vider) and New Generation Internet Ser-
vices (a company providing dial-up internet to Lakes District residents). The company provided

direct employment to four individuals in 2008-09.

(

In October 2008, the company began construction of its new Endako tower; a month later — in
an effort to further expand its operations and increase its customer base — the company ap-
plied for seven grants under the provincial Connecting Citizens grant program. Four of these
applications, valued at more than $153,000, were eventually approved.

Despite increasing its customer base and expanding service to Endako, the company’s per-
formance remained lackluster throughout 2008-09. In February, the board of directors for Com-
for Management Services Ltd. recommended that Lakes Communications Inc. be sold.

On June 1, the board of directors for Comfor Management Services Ltd. announced the sale of
Lakes Communications Inc. to ABC Communications. Sale of the company followed an exten-
sive selective bid process.

At the time of its sale, Lakescom provided high-speed wireless internet service to more than
200 residential and business customers in the Lakes District utilizing a network of six transmis-
sion towers and a handful of additional access peints.
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Sheraton Holdings Ltd./Endako River Timber Ltd,
Annual Report

Sheraton Holdings Ltd. completed its first full year under new ownership in 2008-09.
With former owner Henry Wiebe remaining as manager, the company posted net
(before tax) income of nearly $100,000 in the first five months of the 2008-2009 fiscal

year. However, the global financial
crisis began making itself felt shortly
thereafter, and the subsequent crash
of BC's forest industry resulted in
Sheraton recording a net loss of
$60,713 as of May 31, 2009.

While the Sheraton's financial per-
formance was disappointing in 2008-
2009, the company did make progress

Mission Statement

Sheraton Holdings Ltd. strives to produce
fasting financial benefits for its employees,
the Comfor Group, and the community as a
whole by supplying profitable niche markets
with specialty products created in a safe,
environmentally-responsible manner from
local forest resources.

on a number of other fronts. The in-
stallation of a new hogging system
allowed Sheraton to turn what had
previously been waste (sawdust) into
a saleable product. Furthermore, the
addition of a new, efficient dowel mill
also enabled to the company to add
yet another item to its product line —

Vision Statement
Sheraton Holdings Ltd. will provide sound,
safe employment opportunities in milling
products from our forest, devefoping niche
markets, and utilizing fiber with environmen-
tally sound practices.

thus creating a new and potentially
lucrative revenue stream.

While economic conditions forced the company to cease operations for several
months in the spring of 2009, it did provide employment for nearly two dozen local resi-
dents during the year. It also purchased more than $1 million in goods and services
during the period in question, most of them from local vendors. Its assets had a gross
value (prior to depreciation) of more than $1.3 million of May 31, 2009.

Although there has been little change in market conditions since May 31, 2009, there
are signs that the demand for forest products may rebound in 2010. Some of Shera-
ton’s traditional markets are showing signs of recovery, and the company continues to
look for new opportunities.

Endako River Timber Ltd. ceased operations in 2007, but it wasn't until 2008-09 that
resources became available to begin clean-up of the company’s former mill site along
Babine Road.

Most equipment belonging to the defunct sawmill was removed and sold in the fall of
2008. The advent of winter put further clean-up efforts on hold, but clean-up work re-
sumed in May 2009. By the end of the fiscal year, much of the clean-up work had been
completed. Final contouring and seeding of the Babine Road property was finished in
the summer of 2009.

Although the majority of Endako’s assets have now been sold, the company expects
to send any remaining surplus equipment to auction in the spring of 2010. Once final
clean-up and asset disposition are complete, the company will likely be wound up.
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Burns Lake
Community Forest Ltd.

153 FRANCOIS LAKE DRIVE ~ P.O. BOX 788, BURNS LAKE, BC V0J 1E0
TEL: (250) 692-7724 FAX: (250) 692-7767  E-MAIL: info@blcomfor.com

MISSION STATEMENT

Bums Lake Community Forest Ltd. (BL.CF) will manage and operate its Community Forest license in a
manner that will enhance the forest resource while respecting the principles of integrated use, environ-
mental stewardship, and public consultation. The corporation’s activities will provide the following
benefits to the community on a sustainable basis:

Local management of resources;

Local processing;

Local employment;

Forestry training & education;

Outdoor recreation activities;

A lasting relationship with the land that comprises the Community Forest; and
Revenue (to sustain the corporation and to support the community.”

EMERGING STRATEGY

To fulfill Burns Lake Community Forest Ltd.’s vision of sustainability, the key management strategy is
to provide a steady flow of revenues.

The company will contribute towards community sustainability by providing fibre to companies wishing
to expand employment opportunities within the Lakes District. Additional wood suppliers are provided
oppeortunities to purchase wood from the company’s operations when it is available.

The company will endeavour to use safe, ecologically-based, and efficient forest practices to safeguard
the environment while allowing the best use of timber resources.

The company will be aggressive in involving the public in its business through regular reports to the
community and use of public information and consultation sessions like the annual general meeting.
First Nations whose traditional territory encompasses the community forest are guaranteed a seat on the
corporation’s board, and will be involved in all aspects of resource development within the community
forest. They will be actively encouraged to participate in the formulation of management plans and
strategies that will further their goals in the target area while creating benefits for the community as a
whole.

Contract work and purchases of goods and services will go up for public tender when possible, with
preference given to local businesses.
The Burns Lake Community Forest Corporation will be a leader in planning, reviewing and protecting
all the resource values of the Community Forest, and will give strong support for developing and train-
ing a local workforce for efficient and effective forest management. The company will also support re-
search and development.

The Burns Lake Community Forest Corporation’s general management will produce timely reports on
company operations for release to local media and to the general public.

The company will improve upon the normal standards of public information and consultation which are
required of forest tenure holders in the province.



PAGE 19 - 2008-2009 ANNUAL REPORT of Comfor Management Services Lid.

Comfor Management Services Corporate Data
(as of December 1, 2009)

Office Location: 153 Francois Lake Drive
P.O. Box 788
Burns Lake, BC V0J 1EO
Tel: (2503 692-7724  Fax: (250) 692-7767
e-mail: info@blcomfor.com

Staff: Comfor Management Services Ltd.
Henry Wiebe, General Manager
Michael Riis-Christianson, Executive Assistant
Vera Nichols, Payroll/Accounting Administrator
Jean Marr, Financial Administrator

Burns Lake Community Forest Ltd.
Dawn Stronstad, Manager
Ross Hyam, Operations Forester
Ron Harrison, Lead Scaler
Jeff Ragsdale, GIS Analyst
Kerry Martin, Harvesting Supervisor
Rick Martin, Road Construction Supervisor
Fred Saul, Equipment Operator
Reg Ogen, Forestry Crew Supervisor
Andy Tom Jr., Forestry Crewperson
Steven Tuttle, Forestry Crewperson
Kevin Werrell, Forestry Crewperson

Milling Operations (Sheraton Holdings Ltd./Endako River Timber Ltd.)

Henry Wiebe, Manager
Karl Garrett, Maintenance Superintendent

Auditors: McAlpine & Company (Terrace)

Bank: Royal Bank of Canada, Burns Lake Branch
Bulkley Valley Credit Union, Burns Lake Branch

Board of Directors:  Lianne Olson (President)
Herb Neville (Vice-president)

Gordon McFee (Secretary)

(Directors)

Jeff Brown Murray La Brash
Thomas Pfister Wes Sam

Grant Conlon Val Radley

Advisory Committee: Tan Calhoun, RPF Cliff Manning
Raosanne Murray Steve Reid (Sr.)
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COMFOR MANAGEMENT SERVICES LTD.
Consolidated Financtal Statements
As at May 31, 2009

McAlpine
& Co B

CHARTERED ACCOUNTANTS
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McAlpine i i,

Curlis Billey, 8.Comm, C.A

‘ EA Rory Reinbolt, C.A.
O T Michael Johnsan, C.A.

CHANTERED ACCOTIMTANTS {A partnership of incorporated professionals)
201 - 4620 LAZELLE AVENUE, TERRACE, B.C. VEG 156 Web paga: hitpuiwe.mcalpine-ca.net
Tolophona: {250y 6154926 Exmall. Infofmealpine-ca.nol

Tall Frae: 1:885:311-3358
Fax No:  [260) 6354575

AUDITORS' REPORT

To the Directors of Comfor Management Services Ltd.

We have eudiled the consolidated balance sheet of Comfor Management Services Lid. as at May 31,
2009 and the consclidaled staternents of loss, retained earnings and cash flow for the year then ended.
These consolidated financial staterents are the responsibility of the company's management. Qur
responsibility is to express an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit 10 obtain reasonahble assurance whether the
consolidated financial statements are free of material missfaternent. An audi includes examining, on a
{est basis, evidence supporting the amounls and disclosures In the consolidated financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall consolidated financial statement presentation.

In our opinion, these cohsolidated financial slatements present fairly, in all material respects, the financial

position of the company as at May 31, 2009 and the resulls of ils operations and its cash flows for the
year then ended in accordance with Canadian generally accepled accounting principles.

m ¢ A ﬁ[M\g;i’&) .
Terrace, Brilish Columbia

July 16, 2009 CHARTERED ACCOUNTANTS
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COMFOR MANAGEMENT SERVICES LTD.
Consolidated Balance Sheet
As at May 31, 2009

2009 2008
Assets
Current
Cash $ 2,349404 § 2,881,238
Accaunts receivable 439,113 248,353
Inventory (Nofe 3) 235,511 437,291
Income taxes recoverable 826,251 1,467,840
Prepaid expenses and ceposits 77,174 141,817
Deferred costs (Note 4) 610,309
4,537,762 5,177,538
Long lerm invesiments - restricted (Note 5) 3,828,170 4,044 198
Praperty, plant and equipment (Note 6) 2,760,548 4,745,387
Investment in Pioneer Family Timber (Note 7} 60,010
Fulure income laxes {Note 2) 1,437,522 1,483,555
$ 12,564,003 § 15,510,989
Liabilities
Current
Accounts payable and accrued expenses $ 518463 % 668,858
Current porlion of long term debt (Note 8) 10,124 10,124
528 587 A78,882
Accrued reforestalion costs {Note 2) 4,568,452 4,816,811
Long term debt (Note 8) 18,405 29,529
Advances from shareholder (Note 9) 1 1
MNon-conlrolling interest (Note 10) 599,999 759,999
5,716,444 6,288,322
Shareholder's equity
Share capital (Note 11) 1 1
Retained eamings 6,200,108 8,575,216
Reserves (Nofe 12) 647,450 647,450
6,847,559 9,222,667

$ 12,564,003  § 15,510.989

ON BEHALF OF THE BOARD

Director

Director

See noles 1o financial slalements
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COMFOR MANAGEMENT SERVICES LTD.
Consolidated Statement of Loss
Year Ended May 31, 2008

2009 2008
Revenue $ 9372704 % 22,203,032
Direct and Indirect costs
Harvesting and processing costs 7,791,928 15,201,411
Silviculture 806,441 1,665,614
Amoriizalion 881,415 1,223,768
9,479,784 18,090,793
{107,080) 4,112,238
Administrative expenses
Administrative expenses 593,707 943,697
Amortization 170,484 245,251
Directors fees 67,284 107,790
Dopations and gifts 104,137 378,867
Insurance and licences 86,639 684,170
Interesl and bank charges 19,646 31,936
Meals and entertainment 9,985 5,377
Professional fees 255,701 178.834
Projecl expenses 129,451 119,570
1,437,034 2,075,512
Income {loss) from operations {1,544,114) 2,036,727
Other income (expenses}
Invesiment income {loss) {164,568} 156,587
Wriledown of investments (88,851)
Gain on debt forgiveness 121,355
Gain on debt elimination on consolidation 92,515
Gain (loss) en disposal of capilal asseis (1,124,814} 98.857
{1,256,878) 347,989
Income {loss) before income taxes (2,800,992} 2,384.686
Income taxes {recovered)
Current (recovered) {471,917} 888,797
Fulure 46,033 {140,000}
(425,884) 748,797
Net income (loss) for the year $ (2,375,408 T 1,63588%

See notes to financial statamants
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COMFOR MANAGEMENT SERVICES LTD.
Consolidated Statement of Retained Earnings
Year Ended May 31, 2008

2009 2008
Retained earnings - beginning of year $ 8,575,218 5 7586777
Nel income {loss} for the year (2,375,108} 1,635,889
Transfer to reserves (Note 12) (647.450)
Retained earnings - end of year $ 6,200,108 % B575216

See notes lo financial statements
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COMFOR MANAGEMENT SERVICES LTD,
Consolidated Statement of Cash Flow
Year Ended May 31, 2009

2008 2008
Dperating activities
Net income (loss) for the year $ (2,375108) $ 1,635,889
ttems not affecting cash:
Amortization of property, plant and equipment 1,051,899 1,426,713
Loss (gain) on disposal of assets 1,124,814 (98,857)
Gain on debt forgiveness (1,448,7286)
Wriledown of imvestments 1,412,825
Loss on disposal of investments 1,397 18,152
Unrealized decrease in value cf investments 340,406 101,671
Gain on debt elimination on consolidation {92,515)
Fufure income 1axes 46,033 {140,000}
155,540 2,851,053
Change in non-cash working capital:
Change in net current assets (liabilities) 94,177} (1,466,578)
Cash flow from operaling activities 61,363 1,384 477
Investing activities
Purchase of equipment (434,032} {870,165)
Proceeds on disposat of equipment 326,800 330,036
Purchases of investments - restricted {524,705} (1,406,668)
Proceeds on sale of investments - restricted 400,212 1,336,142
Invastment in Pioneer Family Timber 60,010 (60,010)
Acquisition of net assels of Sheraton Holdings Lid (1,588 ,980)
Accrued reforestation costs {251,359) 952,444
Cash flow used by investing aclivities (423,074) (1,397.202)
Financing activities
Preferred shares at redemption value 800,000
Payment on redemption of preferred shares {160,000) {40,001)
Repayment of long term debl (10,124) (169,314)
Advances from shareholdec (193,581)
Cash flaw from (used by) financing activities (170,124) 397,104
Increase {decrease) in cash {531,835) 384,379
Cash - beginning of year 2,881,238 2496 ,859
Cash - end of year $ 2,349,403 § 2,881,238
Cash flow supplementary information
interest paid 5 19,647 & 31.938
Income taxes paid {recovered) $ (1,113,506) $ 2,588,422

Seea noles to financial stalements
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COMFOR MANAGEMENT SERVICES LTD.
Notes to Consolidated Financial Statements
Year Ended May 31, 2009

1, Description of buslness

The company and ils subsidiaries operale community forest license K1A under a Community Forest
Agreement with the Province of Briish Columbia under the province's Community Forest Program
and they operaie a dimensional wood manufacturing facility.

2.  Summary of significant accounting policies
Basis of consolidation

The consolidated financial slalements include the accounts of the company and its subsidiaries.

Comfor Managemenl Services Ltd.
Burns Lake Community Forest Lid.
Endako River Timber Ltd

Whistle Lake Woodlot Ltd,
Sheraton Holdings Ltd

0818725 BC Ltd.

Inter company balances and transaclions have been eliminated.
Inventory

lnventory is valued at the lower of cost and net reafizable value with the cost being determined cn a
first-in, first-out basis.

Property, plant and equipment

Property, piant and equipment are slated at cosl less accumulated amortizalion. Properly, plant and
equipment are amortized over lheir estimated useful lives at the following rates and methods:

Buildings 5and 10 years straight-line method
Log yard 4% & B% straight-ine method
Logging roads 5 years straight-line method
Bridges 5 years straightine methad
Processing and 15% & 30% straight<ine method
manufacturing equipment
Movable equipment 5 years, 10%, 15% & 30% sfraight-line method
Aulomolive 5 years straight-line method
Toots and small equipment 5 years straight-line method
Computer equipment, 3 & 5years straight-line method
software, and office
equipment
Data network infrastructure 5 years siraight-line method

Long term invesimenls - reserves

Invesimenis are carried al fair market value.

Accrued reforestation

The company accrues the undiscounted eslimated cost of reforestation required under its timber
forest license al the time the timber is harvested, Reforestation costs are funded by long lerm
investments - restricted assets in note 5.

(continues)
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COMFOR MANAGEMENT SERVICES LTD.
Notes to Consolidated Financial Statements
Year Ended May 31, 2009

2. Summary of significant accounting policies (continued)
Future income laxes
The lability method of tax aliocation is used in accounting for income laxes, Under lhis method,
fulure tax assets and liabilities are determined based on differences betwsen lhe financial reporiing
and lax basis of assels and liabilities, and measured using the substantially enacted tax rales and
laws that will be in effect when the differences are expecled fo reverse.
Sales revenue recegnition
The company recognizes revenue when the significant risks and rewards of ownership of its product
are transferred to the customer, which is generally at the lime of shipment to the customer or delivery
of logs to the customer.
Meastrement uncertainty
The preparation of financial statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reporied amount
of assels and liabilities, disclosure of contingent assels and liabilities at the dale of the financial
statements and the reported amounls of revenues and expenses during the period. Such estimates
include providing for amenrization of propedy, plant and equipment and estimating accrued
reforestation expenses. Actual results could differ from these estimates.

3. Inveniory

2009 2008
Lumber $ 152121 % 117,899
Logs 81,882 316,436
Other 1,508 2,956
§ 235511 8 437,291

4. Deferred costs
Deferred costs are planning, mapping, layout, and related cosls incurred on third party properiies and
are recorded at cost.

5. Long term investments - restricted
These assets are restricled for the purpose of funding future reforestation cosis.
Philiips Hager North - mutual funds $ 1,994,324 § 2,040,253
Royal Bank Investment Account - mutual funds 1,833,846 2,004,245

$ 3,828,170 $ 4,044.498
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COMFOR MANAGEMENT SERVICES LTD.
Notes to Consolidated Financial Statements
Year Ended May 31, 2009

6. Property, plant and equipment

2009 2008
Cost Accumulated Net book Net book
amartization value value
Land 5 681,417 $ $ 681,417 § 753,666
Buildings 599,082 178,048 421,044 447,316
Roads, bridges, and log yard 938,688 917,714 20,974 153,383

Logging - movable equipment,

aufomotive, and smalt

equipment 1,844,818 1,407 606 437,212 734,947
Sawmill - processing and

manufacturing equipment,

movable equipment,

aulomotive, and small

equipment 1,334,271 181,357 1,152,914 2,282 452
Computer sguipmenl, software,

and office equipment 193,574 178,257 15,317 29,011
Data network infrastructure (LCI

assels) 364,612
Surplus capital assels 31,671 31,671

$ 6623531 § 2862882 § 2760549 $ 4745387

7. Investment in Pioneer Family Timber

2008 2008
Option fo purchase land expiring December 31, 2008 § % 10,000
Advances - non-interest bearing, no specific terms of
repayment, and is unsecured 50,01¢
$ 3 60,010
B. Llong term debt
2009 2008
GMAC loan bearing interest al 0% per annum, repayable in
monthly biended payments of $844. The loan secured by
specific equipment. $ 29,529 % 39,853
Amounts payable wilhin one year {10,124) (10,124)

$ 19,405 & 29,529

The company alsa has available an operaling line of credit with a limit of $650,000 bearing inlerest al
bank prime and is secured by specific cash deposils. At balance shesi date, the faciity is not used.
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COMFOR MANAGEMENT SERVICES LTD,
Notes to Consolidated Financial Statements
Year Ended May 31, 2008

9. Advances from shareholder

The advances from the shareholder, The Corparation of the Village of Burns Lake, are unsecured,
non-interest bearing and have no set repayment terms.

10. Non-controlling interest

Non-cantrolling interest comprises a subsidiary company’s preferred shares owned by a third party -
the Wiebe Family Trust. Al May 31, 2009, 4615.5 shares remain owned by the Trust at a redemption
price of $129.99657 per share which comprise the balance of $599,988. The company has an
agreement ta acquire all of these shares.

11. Share capital

Authorized:
1000  Class A common naon-participating vofing shares

10,000  Class B common participating voting shares

10,000 Class C cormmon participating non-veting shares
400,000 Class D common participating non-voting shares
100,000 Class E preferred non-cumulative nen-voting shares
100,000  Class F preferred non-cumulalive non-voting shares
100,000 Class G preferred non-cumulative non-voling shares
100,000 Class H prefered nan-cumulative non-voting shares
100,000  Class | preferred non-cumulative non-voting shares
100,000  Class J preferred non-cumnulative nen-voling shares

2009 2008

Issued:
1 Class B common share $ 1 g 1

12. Reserves

Under a policy adopted by the company's Board of Directors, they may allocate up te 30% of the
group's pre-tax consolidated eamings to a reserve which [s recorded as an approprigtion from
retained earnings. The reserve is unfunded and is meant for expenditures on the following five
priorities:

(2) Local management and economic diversification - 60% of aliocation
{b) Local employment and processing of resources - 20% of allocation

(c) Recreation, forestry {raining and education - 10% of allocation

(@) Other community support - 8% of allocation

(e) Promotional advertising and actlivities - 4% of allocation

2008 2008

Reserve - balance beginning of year $ 647,450 %
Transfer from retained earnings - allocation approved for the

year 647.450
Reserve - balance end ol year $ 647,450 % 647,450




