UNOFFICIAL OFFICE CONSOLIDATION

GOVERNMENT OF THE PROVINCE OF ALBERTA

FORESTS ACT
FOREST MANAGEMENT AGREEMENT
0.C. 614/90, dated at EDMONTON
NOVEMBER 7, 1990

including amendments authorized by O.C. 130/96; 26/99; and 219/2001.

MEMORANDUM OF AGREEMENT
BETWEEN:

HER MAJESTY THE QUEEN in the right of the Province of Alberta, as represented
by the Minister of Forestry, Lands and Wildlife, (hereinafter referred to as "the
Minister"),

OF THE FIRST PART
and

SLAVE LAKE PULP CORPORATION, a body corporate, registered under the laws
of Alberta, with a business office in Slave Lake, Alberta, (hereinafter referred to as
"the Company"),

OF THE SECOND PART

WHEREAS the Company proposes to construct and operate a chemi-
thermomechanical pulpmill (the "CTMP" mill) near the town of Slave Lake, Alberta for the
manufacture of pulp products with an initial rated capacity of 110 000 air dry metric tonnes
annually; and

WHEREAS it is anticipated that the initial production of pulp products will be
increased to 190 000 air dry metric tonnes or more of pulp annually; and

WHEREAS the Minister, recognizing the Company's needs for a forest management
agreement to warrant establishment of a CTMP mill, desires to provide for a perpetual
sustained yield of deciduous timber in order to provide adequate fibre for such operations; and

WHEREAS the Minister desires to provide for sustainable development of all
resources and to provide for the fullest possible economic utilization of timber from the forest
management area and stable employment in local communities by maximizing the value of
the timber resource base while maintaining a forest environment of high quality; and

WHEREAS Alberta Energy Company Ltd. has agreed to surrender its rights to the
timber in the Cold Lake Air Weapons Range as outlined in the document duly registered with
the Department of Forestry, Lands and Wildlife dated December 1, 1988.
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NOW THEREFORE THIS AGREEMENT WITNESSETH that in consideration
of the premises, terms, conditions, covenants, stipulations, agreements and provisions herein
contained, the Minister and the Company hereby agree as follows:

(0]

DEFINITIONS
In this Agreement

(a)  "annual allowable cut” is the amount of deciduous timber that may be
harvested in any one year as stipulated in the pertinent forest
management plan approved by the Minister;

(b)  "commencement of construction" means the date on which construction
physically begins on a site under the terms of a firm construction
contract or the first of a series of firm construction contracts with a
reputable contractor or contractors, providing for continuing
construction leading to the completion of a facility by the applicable
date prescribed herein;

(c)  "completion of construction” means the date on which a facility is
physically capable of production at its initial rated capacity;

(d)  "cut control pericd” means a pericd of five consecutive forest
management operating years;

(e)  "cubic metre” shall have the same meaning as that prescribed by the
Timber Management Regulation;

(f)  "Department” means the Department of Sustainable Resource
Development;

(g)  "dollar" means Canadian currency of the value of one Canadian dollar,
or the equivalent value in any other currency;

(h)  "forest management area" refers to the tract of forest land over which
the Company has been given management rights for establishing,
growing and harvesting trees on a perpetual sustained yield basis for a
defined period of time; and as specifically defined in paragraph 3;

(i)  "periodic allowable cut” is the total of the annual allowable cuts
approved for a five-year cut control period;

(j)  “Scaling Regulation™ means Alberta Regulation 336/79 authorized by
Ministerial Order 40/79 and any amendments thereto or substitutions
therefor;

(k)  "Surface Materials Regulation" means Alberta Regulation 11/78 and
any amendments thereto or substitutions therefor;

(1} "Timber Management Regulation” means Alberta Regulation 60/73
authorized under Order-in-Council 309/73 and any amendments thereto
or substitutions therefor; and

(m) "Timber Regulation" means Alberta Regulation 268/78 and any
amendments thereto or substitutions therefor.
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The Forests Aet, the Public Lands Act, and the regulations made thereunder
shall mean for the purpose of this Agreement, those Acts and the regulations
as each may from time to time be amended or substituted, and terms defined
by the Forests Act, the Public Lands Act, and the regulations made thereunder
shall, in and for the purpose of this Agreement, have the meaning given to
them by those Acts and regulations as each may be amended or substituted
from time to time.

This Agreement shall commence on the 15th day of November, 1950
hereinafter referred to as the commencement date and shall expire on the 14th
day of November, 2020 unless renewed under the provisions of subparagraph
(3).

It is the intention of the parties hereto to continue the rights of the Company
under paragraph 7 to establish, grow and harvest timber on the forest
management area for terms of twenty years if pursuant to subparagraph (3)
mutual agreement thereon can be hed by the Minister and the Company
and such agreement is approved by the Lieutenant Governor in Council.

Subject to the approval of the Lieutenant Governor in Council and provided
that the Company is not in default as to any of the terms, conditions,
stipulations, covenants, agreements and provisions of this Agreement, the
Company shall be entitled to a renewal of this Agreement whereby its rights
under paragraph 7 to establish, grow and harvest timber are continued on
condition that

(a) the Company gives notice to the Minister during the year 2010 of its
desire to renew this Agreement; and

(b) mutually acceptable terms, conditions, stipulations, covenants,
agreements and provisions including further renewal provisions or
other requirements can be renegotiated at the time of renewal.

Within sixty (60) days of receiving such notice under subparagraph (3)(a), the
Minister shall commence discussions with the Company to negotiate the terms,
conditions, stipulations, covenants, agreements and provisions of the renewal
Agreement.

The Company and the Minister shall act reasonably and continue to carry out
good faith negotiations in an attempt to agree on a renewal Agreement with a
term of twenty vears and have it approved by the Lieutenant Governor in
Council prior to November 15, 2010.

The Company and the Minister may agree to commence negotiations earlier
than provided for in subparagraph (3).

FOREST MANAGEMENT AREA

The Minister and the Company hereby enter into a forest management agreement in
respect of the forest management area comprising, subject to paragraphs 4, 5, and 6,
public lands within the boundaries shown outlined on a map registered in the
Department, a copy of which is annexed hereto as Appendix "A".
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Out of the forest management area the following are excepted:

(a)  areas which are the subject of any timber dispositions issued pursuant
to the Forests Act, prior to the date of this Agreement;

(b)  lands which are the subject of a disposition issued pursuant to the Public
Lands Act, prior to the date of this Agreement;

(¢)  lands applied for in respect of which a timber disposition under the
Forests Act or a disposition under the Public Lands Act is pending
prior to the date of this Agreement;

(d)  Deleted O.C. 219/2001;

(e) Engigumégaiwﬁggi
water and all naturally occurring rivers, streams, watercourses and
lakes; and

(f) lands contained within any Provincial Park or Forest Recreation area
prior to the date of this Agreement.

Whenever any of the productive or potentially productive land excepted under
paragraph 4 (2), (b) and (c) or subsequently withdrawn from the forest management
area becomes available for disposition and where such land is intended to be returned
to timber production by the Minister, the Minister shall return these lands back to the
forest management area in a productive or potentially productive state.

WITHDRAWALS

(1)  The Minister may, at any time in his discretion, after consultation with the
Company, either permanently or for a specified term, withdraw from the forest
management area:

(a)  any land which cannot be logged without causing substantial harm to

the water table or to lakes, rivers, streams or other bodies of water, to
the margins of water courses or to roads;

(b)  any lands required for rights-of-way, water resource development or for
any other purposes deemed by the Minister to be required for the
human or physical resource development of the Province;

(c)  any lands required for commercial and industrial facilities; and

(d)  any lands which are not capable of producing merchantable coniferous
or deciduous timber.

(2) A withdrawal shall take effect

(a) on the date the notice of withdrawal is given by the Minister to the
Company, or

(b) where the notice given states that the withdrawal shall take effect ata
future date, on the date stated in the notice.

(3) In the event from time to time of any withdrawal or withdrawals of land from
the forest management area by the Minister;
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(a) for disposition to users other than the Crown except where that use has
been designated for exemption by the Minister, the Company shall be
entitled to reasonable compensation from the users for any loss of
profit or other damage or loss suffered by the Company, including by
way of example, but without limitation, damage to deciduous timber,
regeneration, forest growth, improvements, or to its operations on the
forest management area resulting from such withdrawal and the
Company shall determine such compensation for damage to deciduous
timber, deciduous regeneration and deciduous forest growth in
accordance with the Department's stand damage appraisal table and
associated guidelines as amended or replaced from time to time;

(b)  for use by the Crown, and for uses designated for exemption by the
Minister, wherein the net aggregate area withdrawn on a cumulative
basis does not exceed 3% of the net forest management area, the

ini shall determine the compensation and arrange for
reimbursement to the Company for the actual loss or damage resulting
from such withdrawal to any improvements created by the Company's
efforts, but not for any loss of profit, inconvenience nor increased costs
reasonably incurred by the Company in harvesting an equivalent
volume of timber elsewhere;

(c)  for use by the Crown, and for uses designated for exemption by the
Minister, wherein the net aggregate area withdrawn on a cumulative
basis does exceed 3% of the net forest management area, the Minister
shall determine the compensation in respect of such excess and arrange
for reimbursement to the Company for any increased costs reasonably
incurred by the Company in replacing the lost volume of deciduous
timber and for any loss or damage suffered by the Company, including
damage to deciduous timber, regeneration, forest growth,
improvements, or to its operations on the forest management area. The
Minister shall determine such compensation for damage to deciduous
timber, deciduous regeneration and deciduous forest growth in
accordance with the Department's stand damage appraisal table and
associated guidelines as amended or replaced from time to time.

The Minister may, from time to time add available public land to the forest
management area as full or partial compensation to the Company under
subparagraphs (3)(b) or (c).

If the administration and control of any of the lands comprising the forest
management area is transferred to the Crown in right of Canada, the Company
shall be entitled to compensation under subparagraph (3) as if the lands were
withdrawn for use by the Crown.

Monetary compensation received by the Company under this paragraph and
paragraph 8(1}(b) shall only be used to offset damage to improvements such
as plantations, roads, bridges or other facilities and to replace lost timber
resource through:

(a) enhanced forest management programs,

(b)  purchase of private land for timber production; and

(c) participation in woodlot management programs; or
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(d)  any other such activities as the Minister may approve.

The Company shall maintain complete and accurate records of the receipt and
use of all compensation funds received under this paragraph and paragraph
8(1)(b).

The Minister may from time 1o time at his discretion request verifiable
documentation of the use of compensation funds received under this paragraph
and paragraph 8(1)(b) and the Company shall comply with any such request.

For the purposes of applying subparagraphs (3)(b) and (c), the net area for the
initial forest management area shall be established and agreed upon by both
parties to be effective on the commencement date of this Agreement, and shall
be recalculated at such time as the lands depicted on Appendix “A” as "AREA
ADDED TO THE FOREST MANAGEMENT AREA" are added to the forest
management area pursuant to paragraph 37(6).

For purposes other than applying subparagraphs (3)(b) and (c), the net area
shall be adjusted annually on the anniversary date of this Agreement in
accordance with all exceptions, additions to and withdrawals from the forest
management area.

RIGHTS OVER THE LAND

Subject to all the terms and conditions of this Agreement the Minister grants
to the Company the rights, during the term of this Agreement, to establish,
grow and harvest timber on the forest management area on a perpetual
sustained yield basis, such rights being,

(a)  the right during the term of this Agreement to enter and occupy the
forest management area for the purposes referred to in subparagraphs
(b), (c), (d), (e) and ();

(b)  the right during the term of this Agreement to grow, cut and remove
deciduous timber on and from the forest management area;

(¢)  subject to paragraph 21 and Appendix "D" of this Agreement, the right
during the term of this Agreement to harvest coniferous timber where
it occurs in D stands where that coniferous timber has been approved
for harvest under the approved annual operating plan;

(d)  theright to grow coniferous timber on the forest management area in
accordance with paragraphs 24(2) and 26 and the right to cut and
remove that coniferous timber;

(e)  theright during the term of this Agreement to carry out reforestation
and other programs that are approved by the Minister in accordance
with this Agreement; and

(f)  the right during the term of this Agreement to construct, operate and
maintain camps, roads, wood concentration yards and other
installations necessary and incidental to the Company’s logging and
silvicultural operations on the forest management area.
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For the purpose of interpreting the Surface Rights Act, as amended from time
to time, the Company is an occupant of the public lands comprising the forest
management area.

The Minister shall cause land dispositions required within the forest
management area for work such as roads, bridges, camps, timber processing
operations, and other necessary works incidental to the Company's logging and
silvicultural operations to be issued to the Company without any dues, fees or
rental charges being paid but such dispositions shall otherwise be subject to
any pertinent regulations.

Notwithstanding subparagraph (3), the Company may obtain sand and gravel
needed for its operations under this Agreement from any vacant public land on
the forest management area pursuant to the Surface Materials Regulation,
subject to the payment by the Company of all required fees and royalties. In
no case, however, shall the Company have to pay fees or royalties for in situ
right-of-way material located and used where it is found within the
right-of-way.

It is recognized by the Minister that the Company's use of the forest
management area for establishing, growing, harvesting and removing timber
is to be the primary use thereof and that it is to be protected therein in keeping
with the principles of sustainable forest management. In keeping with public
values and recognizing that certain portions of the forest management area may
be designated for other resource values, the Minister reserves all land rights on
the forest management area not specifically given hereby, including by way of
example, but without limiting the generality of the foregoing:

the right of others to travel, hunt, fish, trap and otherwise use the said lands for
recreational purposes, subject only to any necessary restrictions approved by
the Minister for the purpose of prevention of accidents, fire control and
seasonal protection of road;

the right to authorize any person to conduct any work in connection with or
incidental to geological or geophysical exploration pursuant to the Mines and
Minerals Aet, or the Exploration Regulation; provided that the Company shall
be entitled to reasonable compensation, from the person conducting the
exploration, for any loss or damage suffered by the Company and resulting
from such exploration including by way of example but without limitation, for
any damage to deciduous timber, forest growth, regeneration, improvements,
or to any of its operations on the forest management area;

the right to maintain and enhance fish and wildlife resources; and

the right to authorize domestic stock grazing provided, however, that the
growth performance of the managed species is not impaired and the
regeneration will not be damaged by domestic stock grazing to the point where
the overall stocking is reduced below the reforestation standard as set out in the
Timber Management Regulation and provided the Company's rights to manage
the area for timber production is not significantly impaired.

The Minister also reserves the following rights to the timber on the forest
management area:

a)  the right to issue deciduous timber permits, not exceeding one year in
duration, to provide timber for local use in construction and
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maintenance of public works by any local authority, municipality,
county, the Crown in the right of Alberta or Canada and for local
residents for their own use and sale provided, however, that the total
volume of timber cut under authority of such permits on the forest
management area in any timber operating year does not exceed two
percent (2%6) of the approved deciduous annual allowable cut;

(b)  Deleted O.C. 219/2001;

(c)  theright to issue coniferous quotas and to issue licences and permits to
coniferous quota holders listed in Appendix "C" to maintain their
operations after the commencement date of this Agreement;

(d)  the mght to issue coniferous timber permits on C, CD and DC stands;

(e)  the right to issue coniferous timber permits on D stands where that
coniferous timber has mot been approved for harvest under the
Company's approved annual operating plan; and

(f) the right to manage and reforest coniferous tree species on
non-productive lands and on C, CD, and DC timber stands which may
be required to maintain the coniferous annual allowable cut.

The Minister shall provide such available information as the Company may
reasonably request concerning the operations authorized under permit and
licence and consult with the Company on an ongoing basis as may be required
to minimize any conflict between the operations authorized under the permits
and licences issued pursuant to subparagraph (2) and the operations of the
Company.

FOREST MANAGEMENT

GENERAL PROVISIONS

On the forest management area the Company shall:

(1)

(a)  follow sound forestry practices with the purpose of achieving and
maintaining a perpetual sustained yield of timber from the productive
forest land, while not diminishing the productivity of the land or
adversely affecting the coniferous timber stands identified by the
Minister;

(b)  follow sound forestry practices in accordance with Appendix "D"; and

(c)  harvest the annual allowable cut of merchantable deciduous trees from
merchantable stands in accordance with paragraph 12.

Not more than twelve months following the commencement date of this
Agreement and in any case before the commencement of woods operations, the
Company shall submit for the Minister's approval a preliminary forest
management plan describing the methods that the Company will follow in
managing the timber located within the forest management area on a sustained
yield basis and establishing a preliminary estimate of the sustainable annual
allowable cut for deciduous timber.
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Before the Company submils a plan referred to in subparagraphs (3), (4) and
(5) to the Minister for his review and approval, the Company shall

(a)  make the necessary arrangements required for and shall conduct public
presentations and reviews of their proposed forest management plans;
and

(b)  provide the opportunity for third parties holding timber quota(s) and
commercial timber permit(s) on the forest management area to
participate, as specified in the forest management planning manual, in
the formulation of the Company’s proposed forest management plans
to ensure that the long-térm sustainable objectives and principles of
forest management are maintained.

After these presentations and reviews with the public and timber disposition
holders, the Company shall incorporate in the forest management plan its
response to the concerns raised by the public and timber disposition holders
respecting the proposed forest management plan and shall submit this plan to
the Minister within the time specified in subparagraphs (4) and (5) as the case
may be for the Minister's review and approval.

On or before November 15, 2000, the Company shall submit for the Minister's
approval a detailed forest management plan for the revised forest management
area. For greater certainty, prior to approval of the detailed forest manag,

plan for the revised forest management area, the Company shall conduct its
woods operations in accordance with the preliminary forest management plan
approved on July 4, 1991, or other plans subsequently approved by the
Minister, until the earlier of November 15, 2000, and the date the detailed
forest management plan is approved under this subparagraph. If the detailed
forest management plan is not approved by November 15, 2001, the Minister
has the right to set interim levels of harvest and sequencing until the detailed
forest management plan is approved.

On or before November 15, 2010, the Company shall submit for the Minister's
approval a revised detailed forest management plan, and this revised plan when
approved will replace that plan approved under subparagraph (4).

The Company shall prepare the forest management plans referred to in
subparagraphs (4) and (5) in accordance with the forest management planning
manual prepared by the Minister, as amended from time to time.

The management strategies in the detailed forest management plan under
subparagraph (4) shall

(a) provide for the maintenance of the annual allowable cut for both the
coniferous and deciduous species subject to the occurrence of natural
disasters; and

(b) account for both the coniferous and deciduous components of the
growing stock in all stands in the forest management area, and shall
ensure that these components are being replaced through strategies
acceptable to the Minister through the approved forest management
plans and annual operating plans.

The Minister may require the Company, after discussing any proposed changes
with the Company, to alter any of the methods described in its forest
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management plans before approving such plans provided however, the changes
required by the Minister must be consistent with the forest management
planning manual referred to in subparagraph (6).

Within six months following the commencement date of this Agreement, the
Minister and the Company shall jointly develop a set of ground rules to
provide guidelines for the preparation of annual operating plans and
management plans which will facilitate supervision of timber harvesting and
reforestation operations.

Within six months following the approval of the detailed forest management
plan under paragraph 10(4), the Minister and the Company shall jointly
develop a new set of ground rules consistent with the detailed management
plan objectives, for the preparation of operating plans and to guide harvesting
and reforestation operations. This new set of ground rules upon approval by
the Minister shall replace the ground rules referred to in subparagraph (1).

At the initiative of either party the established or new ground rules shall be
reviewed jointly by the Minister and the Company. These ground rules may
be altered by mutual agreement of the Minister and the Company.

In the event that a set of ground rules cannot be established by mutual
agreement after good-faith negotiations, the Minister may establish new
ground rules but only with the approval of the Lieutenant Governor in Council,

The term of this Agreement shall be divided into six cut control periods each
with a duration of five years.

If the Company overcuts the periodic allowable cut the Minister shall reduce
the allowable cut during the subsequent period by an amount equivalent to the
entire overcut volume, except to the extent the overcut results from salvage of
dead, damaged, endangered, diseased, decadent or fire killed timber.

Where production is lower than the periodic allowable cut, the Company may
submit a program satisfactory to the Minister making up the under cut in the
subsequent cut control period.

The Company shall forthwith upon the commencement of this Agreement
establish a forest management operating year that shall commence and end on
dates approved by the Minister.

The Company shall submit to the Minister annual operating plans in accordance
with the ground rules established under paragraph 11.

Each annual operating plan shall be in accordance with the approved forest
management plan and include an operating projection showing the proposed
harvesting operation intended by the Company. Such operating projection
shall be in accordance with the standards and shall cover the period of time
specified in the ground rules established under paragraph 11.

Each operating plan shall provide for the harvesting and management of timber
in the forest management area in accordance with the guidelines set forth in
Appendix "D" and shall provide for the full utilization of the timber resource
and shall minimize the adverse impact on public resources such as fish and
wildlife throughout the forest management area,
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The Minister may approve such plans as are submitted, or may require the
Company, after discussing any proposed changes with the Company, to alter
any harvesting operations described in the plans, provided that the Minister
shall not thereby alter the ground rules and acts promptly so as to avoid delay
in the Company’s operations.

When the operating plan does not provide for the salvage of dead, damaged,
diseased or decadent timber, the Minister may give notice to the Company that
he requires provision for its salvage in such plan. The Company shall have
thirty days from the date on which such notice is given to it by the Minister
within which to amend the plan or to justify the exclusion of such timber from
its plan, but if it fails or elects not to do either within such period, the
Company shall not be deemed to be in default and the Minister may dispose
of such timber to any person by license or permit not exceeding one vear in
duration without compensating the Company and the volume of timber so
disposed may be charged by the Minister as production against the forest
management area.

When, in the opinion of the Minister, any plan approved by him becomes obsolete or
inadequate, he may, by reasonable notice in writing, require the Company to submit
a revised plan for his approval within a specified time, or within any extended time he
may subsequently allow.

The Company may nol commence or carry on any construction project or any
operation on the forest management area until the relevant plans which are required
1o be submitted pursuant to this Agreement have been submitted by the Company and
approved in writing by the Minister; and the Company may not digress from the
approved plans without the Minister's consent in writing, with the understanding that
the Minister shall provide a full explanation whenever consent is withheld.
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The Company shall conduct such forest inventories of the forest management
area as are necessary to prepare the plans required by this agreement.

The Company shall maintain a reasonably complete and accurate forest
inventory collected to Alberta Vegetation Inventory Standards version 2.1 of
the forest management area, or as otherwise mutually agreed, and shall update
all depletions and reforestation annually.

The Company shall establish and implement a deciduous growth and yield
program as part of the detailed management plan on lands within the forest
management area.

The growth and yield program will include the establishment of a system of
permanent sample plots which will be used to monitor the results of different
silvicultural systems during the term of this Agreement so as to provide
accurate information for the preparation of reliable deciduous yield tables.

All information and data related to the forest management area that has been
collected by the Company or the Minister relating to forest inventory, other
resource uses, the inventory referred to in subparagraph (2), growth and vield
data, reforestation results, and operational and detailed planning maps shall be
made available to the Minister, or the Company, whichever is the case, free of
charge, upon request, or as otherwise agreed to in a separate data sharing
agreement between the Minister and the Company.
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The Company shall utilize all the merchantable trees cut in road construction and other
idental operations of the Company unless otherwise permitted in writing by the

The Company shall conduct its woods operations and manufacturing operations in such
4 manner as to achieve the highest degree of economic utilization of the timber on the
forest management area and shall not commit acts of waste in respect of such timber;
provided, however, that nothing in this Agreement shall preclude the Company from
using any wood harvested for the purpose of manufacturing pulp.

(1)  The Company shall use every reasonable effort to purchase roundwood offered
to the Company at prevailing market prices, provided that the roundwood
possesses a standard of quality suitable, in the opinion of the Company, for use
in facilities of the Company.

(2)  Effective January 1, 2002, in every period between January 1 in one year and
December 31 in the next year, the Company shall use 50,000 cubic metres of
deciduous timber in a mill facility located in Alberta, for the manufacture of
solid wood products.

(3)  Ifthe Company uses less than 50,000 cubic metres of deciduous timber for the
manufacture of solid wood products in any period referred to in subparagraph
(2), the Company shall offer, on reasonable terms and conditions, the shortfall
volume of decidy timber suitable for the manufacture of solid wood
products to non pulp producing mills in Alberta in trade for an equivalent
volume of fibre.

(4)  If the Company and a party wishing to acquire the deciduous timber from the
Company disagree as to whether or not the offer made by the Company is on
reasonable terms and conditions, the matter in dispute shall be referred o
arbitration pursuant to the Arbitration Act by either the Company or that other
party, and the offer shall be held in abeyance pending the arbitrator(s)
determination, which determination shall be binding on the Company.

(5)  If the deciduous timber referred to in subparagraph (3) is offered for trade in
accordance with that subparagraph and there is no interest in a trade for that
timber or if the timber is offered for trade under the arbitrated terms established
under subparagraph (4) and the party interested in trading for the deciduous
timber does not accept the arbitrated terms, it may be used by the Company.

(6)  The only remedy of the Minister under this Agreement where the Company has
not complied with subparagraph (2) are those remedies set out in
subparagraphs (3), (4) and (5). The Company will not be in breach or default
of this Agreement and paragraphs 44, 45, 46 and 47 shall not apply to a failure
by the Company to comply with subparagraph (2).

The Company shall use every reasonable effort to purchase pulp quality woodchips

which are not directed by the Minister and are offered to the Company from any quota
holder or permittee within the Province at prevailing market prices or at some price
mutually agreed upon by the disposition holder and &o Company.

(1)  Effective November 15, 2000, the Company shall annually offer the coniferous
timber referred to in paragraph 7(1)(c) which has been harvested under the
approved annual operating plan to the coniferous quota holder(s) in the forest
management unit from which the coniferous timber originated. Where more
than one quota holder exists within a forest management unit, the timber shall
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be divided amongst the quota holders according to their percentage share of the
approved annual allowable cut for that forest management unit.

(2)  All coniferous timber referred to in subparagraph (1) shall be felled, skidded
and decked and made available in 