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March 24 194

The Honorable Mrke Miller

Ales_ka Stat enaﬁ

Chalrman enate esources Committee
Room 423 State Capitol

Juneau, Alaska

Dear’ Senator Miller:

This letter and |ﬁs attached table respongs to a rea%ue t for mformﬁtron You aske
me for timber volumes sold by the state for the past five ears The attached tab
shows hoth the amounts cut and sold during the past six ca lendar years.

The gmount sold is in parenthesis and has ranged from as much as 35,782 thousand
hoard feet RMBF In to as little as 10773MBF in 1992 The average over the
six years shown has been 22542 MBF.

The annual amount sold has varied for a number of reasons. Fairbanks area salgs
from the Rosie C reek burn were over by 198 There were some staffrn? cuthacks
ref ete In ]S%lﬂ( saesvoums There was a lar Icg/ ay sale in 190

}f 0 ar e Fairpanks e[ebgetul (hed to_the state in ducing the volume
or that'Vear. ose sa es Wi this Spring.

The amounts rplanned to pe offered for sale for the years 190 through 190 as sho
ear harvest schedules are; 132 /00 MBF:” 55600 MBF: 73400 MBF; a
MBF. There wil be delays moving some volumes tolater ears and no doubt
some saIes will (Po ffered all due'to crrcungstances whic carc]not be known
Not include |nt ese volumes 1S the sale of interior harawood now In the 5
year harvest schedules for Fairbanks, Delta and Tok beginning in 197,

| would he glad to provid formati ld like. | late th
A St A eion o v e | it v

Tomas H. Boutin
State Forester



February 24, ’1894

Senator Mike Miller
State Capitol
Juneau, Alaska 99801 -1182

Dear Senator Millar:

I wish to comment in opposition to Senate Bill 310, the forest management hill. By way
of background, 1am a wildlife biologist, a hunter and a life-long Alaskan.

In al honesty, your bill scares me. It opens the door to industrial forest practices that
threaten the very values that make the Tanana valley and Fairbanks attractive to me. It
stridently removes planning and review options that allow the public to influence forest
management policies and actions. The only ones | see benefiting from this legislation
are big outside business interests who would exploit our forests at the expense of
existing businesses, activities and lifestyles.

How are we to ensure that current uses do r.ot forecose future options if we do not
create a vision of what we collectively desire from our forests and systematically move in
that direction? Many local residents who will have to live with the results of large-scale
timber development do not share industry’s vision for our forests. | strongly feel the
public should have a say in the direction that forest management takes. The specter of
secret deals between the stata and big business is totally unacceptable.

Senate Bill 310 removes other opportunities for public involvement as well, and excludes
involvement by agencies that might argue for puolic interests other than timber
production. This is contrary to the direction the Division of Forestry has been taking in
the Interior recently to broaden opportunities for public involvement in the formulation of
forest management decisions and certainly contrary to public expectations.

The forests of interior Alaska provide many products and uses besides timber, and these
diverse needs can al be met if the demand for logging is kept reasonable.
Unfortunately, the type of value-added industry some people want requires huge
amounts of cutting. Division of Forestry documents on the Fiberform proposal in 1992
indicated that it would take the total allowable cut from the hardwood component of the
Tanana Valley State Forest to feed their proposed oriented-strand-board plant.

Cuts of this magnitude are of great concern to me. Large-scale industrial cutting is more
likely to be detrimental to the long-term welfare of the forest and associated fish and
wildlife than smaller-scale sales geared to meeting local needs. It is also harder to
provide for other uses of the forest when one use is carried to an extreme.

It seems unavoidable that this proposed legislation will lead to timber exploitation or “tree
farming” on a scale that will have profound effects on the integrity and quality of our
forests. For myself and many others who value the forest for more than sawlogs and
fiber, it will make Fairbanks and the rest of the Tanana basin a less desirable place to
live. Thus, |urge you to reconsider. Let this hill die the early death it deserves.

Sincerely,
Dale A. Haggstrom

P.O. Box 61056
Fairbanks, Alaska 99706-1056



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

1007) 405-3867 or -105-2450

F.\X (007) 405-2029 130 Seward Street. Suite 409
Mad Stup 3101 Juneau. Alaska 99801-2105
MEMORANPUM February 24. 1994
SLBJECT: Sectional Summary of SB 310. (Work Order No. 18-LS1558VJ)
TO: Senator Steve Frank

Attn: Rick Solie

FROM: Jerry Luckhaupt™j~_ -
Legislative Counsel

You have requested a sectional summary of the above-described bill. .As a
preliminary matter, please note that a sectional summary of a bill should not be
considered an authoritative interpretation of the bill - the bill itself is the best
statement of its contents.

Section 1 of the bill repeals and reenacts AS 38.05.112 dealing with the sale of state

timber.

Section 2 of the bill amends AS 38.05.113(c) by providing that sales under 500,000
board feet are exempt from the requirement of AS 38.05.113 that all sales must be
reflected in the two five-year schedules of sales preceding the sale.

Section 3 of the bill amends AS 38.05 by adding a new section to provide that the
commissioner of natural resources may enter into forest management agreements
with persons so that the person may enter on state forest land and select, harvest,
and regenerate timber. Detailed procedures for these forest management agreements
are provided. It is not clear if "state forest land™ means state forests established by
the Legislature under AS 41.17.210, a unit of land classified by the commissioner as
forest land, or forested land that’s owned by the state as the term *forest land" is used

in AS 41.17.950(5).

Section 4 of the bill amends AS 38.05.300(a) to provide that land may not be
classified by the commissioner of natural resources so as to preclude the harvesting
of timber except in certain limited circumstances.



Senator Steve Frank
February 24. 1994
Page 2

Section 5 of the bill amends AS 38.05.300(c) to provide an exception to section 4 of
the bill that allows the commissioner of natural resources to classify land so that the
harvest of timber is precluded if the legislature approves the classification.

Section 6 of the hill amends AS 41.17.060(b) relating to reforestation standards on
5tate. municipal, and private forest land.

Section 7 of the bill amends AS 41.17.060(c) relating to standards for the administra-
tion of state and municipal forest land.

Section 8 of the bill amends AS 41.17.090(a) to exclude state forest land from the
reach of AS 41.17.090°s requirement that the commissioner of natural resources be
notified prior to timber operations being commenced.

Section 9 of the bill amends AS 41.17.090(c) to make a conforming change to that
provided in section 8 of the bill.

Section 10 of the bill amends AS 41.17.118(b) to make a conforming change to the
rewrite of AS 38.05.112 provided in section 1 of the bill.

Section 11 of the uill amends AS 41.17.200 to restate the primary purpose of state
forests.

Section 12o0f the bill amends AS 41.17.200 by adding a newsubsection bvproviding
the commissioner of natural resources with direction for themanagement of state

forests.

Section 13 of the bill amends AS 41.17.210(a) by removing some of the requirements
for the proposal of new state forests.

Section 14 of the bill amerjs AS 41.17.400(c) by making a conformi. emange to the
change made in section . of the biil to AS 38.05.112.

Section 15 of the bP, amends AS 41.17.400(c) by instructing the Department of
Natural Resources how to determine sustained yield for forestry purposes.

Section to of the bill repeals AS 38.05.113(b).
Section 17 of the bill provides an immediate effective date.

GPL:pl
94-153.pim



Senator Steve Frank

Alaska State Legislature
State Capitol (M S 3100)
Juneau, Alaska 99801-1182

Re: SB 310

Dear Senator,

| 'am writing as an individual Planning Commissioner of the Fairbanks North Star Borough to express my
concern at provisions of Senate Bill 310, which proposes to amend the Forest Practices Act. The Tanana
Basin Area Plan and the Tanana Valley State Forest Management PIAn were carefully worked out during
the last decade with tremendous public, industry, and official input to provide for the balanced
management of the resources of much of Interior Alaska, specifically recognizing and protecting a variety
of public and private in":rests. consistent with our Forest Practices Act. The proposed SB 310 would
fundamentally disrupt that balance and violate those public plans by making commercial forestry the sole
significant criteria for future decisions and by removing public hearing and comment from much of the
decision malting process. While attempting to balance interests is a difficult task, it is die fundamental
task of any government, and no-one ever said that government is easy. To put it bluntly, I am appalled at
SB 3105 violation ofthe public trust and abdication ofbasic governmental responsibility. How can our
Planning Commission responsibly attempt to coordinate our planning with an agency that is given license
to violate its own plans? Whatever practical short-term administrative convenience SB 310 might provide
to the State, it is a clear disservice to the long-term public interest

Thank you very much for your consideration on this matter. | look forward to your response.

Sincerely,

William Walters

Planning Commissioner
Fairbanks North Star Borough
P. Box 71267

Fairbanks, Alaska 99707%1267

cc: Alaska State Senators
Alaska State Representatives
James Sampson. Mavor. Fairbanks North Star Borough
Rex Nutter, Director, FNSB Planning Dep't
Fairbanks Daily Ncws-Miner



Husky Wood, Inc.
2900 Boniface Parkway #672
Anchorage, AK 99504

Phone (907) 333-9462
Telefax (907) 333-9462

February 28 194

nator_ Steve Frank
& %eiaérra
uneau
Dear Senator Frank:

thr tterl dorse Sena t relating to.ma ent and
sdle tetr rrIatr ’tbag%tron/'\fst te tha Wow
reclude rvestrn ror desr nae m er esting as
ﬁtcompatr e]usg Iatrn Tothea mrnrst a rest an rogosa o State
res and the détermination o sustarne yre an provrdrng or'an effective

gfnclosed are several. docu ent IfeeMrrll stren the the ar%ument In favor
contracting with pnvate Mg or orest Managem nt greements

. Adr N Forest Stewaraship
a conomic.| . SPrUC bar eetlee |d mrc

es o c ars putting askas Orests In'perspective, Vis a vis t enatron
ewes States,

er Bannou ce n fim s pre areg 0 burldanndern

MO/ rlrty In Alaska s a elt Region, ‘proviced raw materi

This material is self-explanatory.

If there is arfn( further help | Pr this firm can give to furthe the reasonahle
i zatron ofhe renewalle Torests resources of Alas a(r al ownerships) please
contact me dlrectly.

Yiglo?
)M] ? QS Sen]sgrnne e oertj ccgn%ern E%the m Forest Health Initiative




The Forest mana ement Concept works well where it is an honest aftempt
the 0enrgJ % nts (¢ ?[h er St ate3 and private Industry in tshe E)us Iness for

This s & me?ns {0, st%%the erport of round Io from state lands, a én oPH ﬁ JI meet

constrtutional requirements ans toe e privat olders fo
vvorﬁvmt compahies Who Wil adg value (provice jObS% 8 08

ghe State of Alaska holql about 0f|e-th|rd fthF comnerci t|mb rinAlas The
{gfe can "Set the pace” as to utilization, development an mam enance 0

€I [ESOUICE.

n fortunately, tq date ttﬁ%t te's Bureaucratic dominated system.has a||edh
the curren to(in |on Der year In opportunity costs —just from the

spruce bark bee Ie

v

Sinrfirfilv™ )

end:

ngﬂaBmCrsoﬁed Smith, chairman



Dear Senator Miller, 27 Feb. 1994

Irecently heard of S.B. 3I0which will be coming up for hearing on March 2
on 't th|nk the prow lons of the bl are or the hest mterests of the many Alaskans

w eour orests forh ag re rea|P |sm nce
aﬁw kv aﬁ\e Oy
Ieg|s tion, making tﬁe glcfs Orimary’ purpose t%éj d%B opment COMMETI

Also, the Cammissioner of Natural Resources wo ndated to solicit 20-
guaran&ee n&r-cumng con[(racﬁ] ?1 ub||c g&a e untl?fﬁ_er a tentatlxear
[ract agreement were™struck. These contracts cou provide a 20-year maximum

extension.

A provision Inclyces permission by the state to allow variable periodic output: this
means ﬂ]at thelh ?couf excz Qannual regrowth, X d

| Urge you to vote against this hill
Yours,

%‘I;%H Fuller
X
aska
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Alaska ~tate ~"Eegtfilature

STEVE FRANK I7i/7¢ in Jiinnm
P.0. Box V
1) N. Cushman. Rm. 213 Juneau. Alaska 99811
. (907) 465-3709
Fairbanks. Alaska 99701 Capitol Rm. 417
(90173 452-3421 '
Senate

SPONSOR STATEMENT - SENATE BILL NO. 310
Management and Sale of State Timber

The purpose of SB310 is to encourage investment in the umber
industry to enhance the potential for the creation of long term
employment in the forest industry.

The legislation would authorize the Department of Natural
Resources to utilize Forest Management Agreements (FMA's) on state
land. Forest Management Agreement legislation was passed by the
Senate in 19S7 by a vote of 20-0. Also, some of the duplicative
planning requirements currently in law would be modified, while

maintaining a public process.

Forest Management Agreements have become an desirable tool
in accomplishing responsible timber development because the
government owner can spell out in a contract the specific terms and
conditions of timber hatvest, and the cost of that development is

born by the operator.

Further, because FMA's are negotiated, they can provide a long
term stable supply of limber to the operator which is a critical
element in a companies' decision to invest because value added
timber development is usually capital intensive and those
investments require a long time to pay back.

Finally, FMA's can be negotiated to provide for local value
added manufacturing, something that the Department cannot do
today, because current law does not allow for negotiated agreements

on timber sales.

I believe the general public wants new long term jobs and 1
believe that they support responsible development of our timber

resource.

Thank you for your consideration.



SOUTHEAST
KETCHIKAN
JUNEAU
HAINES
SOUTHCENTRAL
KENAI
MAT-SU
MCGRATH
COPPER IRV
NORTHERN
pax
DELTA
TOK
TOTAL
cuT
(SOLD)

M3F= 1000 BOARDFEET

1993 1992 1991

1990 1989 1988
3,7C0 15528 2,728 7558 8511 14,762
(9,721) (92) (72) (13565)  (5,738)  (6552)
1546 1530 2513 507 1559 1529
(1,098)  (1546) (565)  (3599)  (1,990)  (4513)
5412 120667  11XXX) 105565 12541 8533
(18,648)  (9,135)  (9519) (14516) (13,873) (1651C)
10,153 28925 16241 18530 22,711 25174
(29/167) (10,773) (10,156) (35,782) (21501) (27/175)



STATE OF ALASKA

1994 LEGISLATIVE SESSION
Original

Tite: "An Act relatina to the manaaement and sale or BRU:
stare timber: relatina to lhe classification of state lad..."

Revision Oate:

Senator Frank
Senator Frank

Sponsor
Reouestor

Excenortures/Revenues
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
ECUIP.MENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES( )

FUND SOURCE

10c2 Federal Recsicts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

FY95

Estimate of any current year (FY94) cost: S

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:

R e

o.ol

o.ol

0.01

N S

[N

(e)e]

None

ol
ol

ol

SCAL

N OTE
BILL NO.

Dept Affected: Natural Resources
Resource Develooment
Forest Management and Development

Component:

Component Serial No.

(Thousands of Dollars)

FYo7 FY98
0.0 ; 0.0 0.0
0.0 0.01 0.0
o.ol o.ol 0.0

(Thousands of Dollars)

R e )

(eoJe) 0.0! oo
0 ol ol
ol ol

ol ol

(Attacn a separata paga if necessary)

There is no incremental cost expected to the Oeoartment of Natural Resources.

Prepared by:
Division: Forestry
Approved by Commissioner
Harry A. Noan
Agency:

Tomas H. Boutin, Director

//

A 7=—-7
Natural Resources/ / /

/ A

) Phone :
/ Date :

Dato:

SB310

PREPARER Tp'PRQv)pEALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

(S33ioj<i s r « arstw)

For furtherdistribution Information call the Governors Legislative Office

*135
FYS9 FY0O0
1
1
1
1
1
1
!
00L 0.0
o.ol o.ol
o.ol o.ol
1
1
1
(e]e] o.ol
ol 0
ol
ol 0
465-3379
2-Ma."-94
2-Mar-94
Pago 1 of 1



8-L31558MI.1 **
Luckhaupt
3/26/94

AMENDMENT

OFFERED IN'THE SENATE BY SENATOR FRANK
TO: CSSB 310( ), Dvet chted 3184

Pae 2, line 18 following "section”
Insert "if public notice of the proposed sale is provided in the manner specified
In AS 3805.945()"



8-LS1558NU.2" "
Luckhaupt
3/26/9%4

AMENDMENT

OFFERED IN THE SENATE BY SENATOR FRANK

TO: CSSB 310( ), Draft dated 3/18/94

Page 3, line 10:
Delete "exceed 30"

Insert "be less than 30 days nor more than 60"



8-LS1558MI.3 u
Luckhaupt
3/26/94

AMENDMENT

OFFERED IN THE SENATE BY SENATOR FRANK
TO: CSSB 310( ), Draft dated 3/18/94

Page 5, lines 10 - 11:

Delete all material.

Reletter the following subparagraphs accordingly.

Page 6, following line 31:
Insert a new subsection to read:

"(1) Upon the completion of three-quarters of the total term of the
agreement, the commissioner shall review the operation and performance of the
agreement and determine whether it is in he best interest of the state to renew the
agreement. If the commissioner detcit.mes that it is in the best interest of the state,
the commissioner shall solicit and evaluate proposals as provided in this section, for

renewal of the agreement, including a proposal from the current operator."”

Reletter the following subsections accordingly.



8-LS155SMJ.4Y

Luckhaupt
3/26/9%
AMENDMENT
OFFERED IN THE SENATE BY SENATOR FRANK
TO: CSSB 310( ), Draft dated 3/18/94
Page 6, line 3:
Delete "and"
Page 6, line 4, following "years":
Insert and
(0) provisions for deactivation or termination, that may inclu

bonding, to ensure reforestation, stabilization, monitoring, and other residual

obligations™



8-LS1558MJ.5
Luckhaupt
3/26/9%4

AMEND IVENT

OFFERED-IN THE SENATE BY SENATOR FRANK

TO: CSSB 310C ), Draft dated 3/18/94

Page 7, line 8:
Delete "AS 41.17.950"

Insert "AS 38.04.910"
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CS FOR SENATE BILL NO. 310(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsors): SENATORS FRANK, Taylor, Pearce, Sharp, Miller, Kelly, Halford

A BILL
FOR AN ACT ENTITLED
"An Act relating to the management and saleof state timber and

administration of forest land."

-WORjrtrRinT-
8-LS1558NX

Luckhaupt
-N*— 3/28/94

relating to the

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38.05.112(c) is amended to read:

(c) A forest land use plan shall consider [INADDITION TO] the

requirements of AS 38.04.065(b) onlv for areas where a land use planunder

AS 38.04.065(a) or a forest management plan under AS 41.17.230 has not been

adopted. Regardless of whether there is a land use plan or a forest management

plan, each [, A] forest land use plan shall consider

(1) commercial dmber harvesting, including related activities;

(2) harvesting of forest products for personal use;

(3) fish and wildlife habitat, including

(A) identification and protection of important wildlife habitat;

(B) retention of riparian, wetland, and ocean-shoreline

-

MC Undrrliw'l (DELETED TEXT BRACKETED]

CSSB 310(RES)
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WORK DRAFT WORK DRAFT WORK DRAFT

vegetation critical for fish and wildlife habitat; and
(C) classification of water bodies according ~te~physical
characteristics;
(4) uses of forest land for nontimber purposes, including
(A) recreation, tourism, and related activities;
(B) mining, mining claims, mineral leaseholds, and material
extraction;
(C) wuses of fish and wildlife;
(D) agriculture, including grazing; and
(E) other resources and uses appropriate to the area, including
compatible traditional uses;
(5) soil characteristics and productivity;
(6) water quality; and

(7) watershed management.

* Sec. 2. AS 38.05.113(c) is amended to read:

(c) Sales under 500.000 hoard feet [THE DEPARTMENT MAY ADOPT

REGULATIONS EXEMPTING SMALL] and emergency sales are exempt from the
requirements of this section if public notice of the proposed sale is provided in the
manner specified in AS 78.05.9450)). Exempt sales, other than emergency sales,
under this subsection rnav not exceed 1.000.000 board feet in a calendar vear in

each region.

* Sec. 3. AS 38.05 is amended by adding a new section to article 4 to read:

See. 38.05.122. FOREST MANAGEMENT AGREEMENTS. (a)
Notwithstanding the requirements of AS 38.05.110 - 38.05.120 or another provision
of this chapter, the commissioner, under the procedures set out in this section and if
not inconsistent with a land use plan then in effect, may enter into a forest
management agreement with a person to authorize the person to enter on the state
forest land covered by the agreement for the purposes of selecting, harvesting, and
regenerating timber in a manner consistent with sustained yield.

(b) At least once each calendar year, die commissioner shall solicitproposals

for forest management agreements on state forest land. The commissioner shall provide

CSSB 310(RES) 2

My 7>wr Tnrinrlin»-i (DELETED text 3PACXETEDJ
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notice of the solicitation to all persons who have requested notification and may
provide for any additional notice that the commissioner deteimines is--*appropriate.
Regardless of whether the commissioner has solicited proposals under this subsection,
a person may submit a proposal for a forest management agreement to the
commissioner at any time for consideration. The commissioner may not consider
unsolicited proposals for a parcel of land covered by a solicited proposal until the
commissioner has completed the review and determination required under this section
concerning die solicited proposals.

(c) The commissioner shall solicit public comment for a proposed agreement
unless the evaluation under (d) indicates it is unlikely that the proposed agreement will
be selected as a tentatively successful proposed agreement. The public comment
period under this subsection may not be less than 30 days nor more than 60 days.

(d) The commissioner shall evaluate proposed agreements submitted under (b)
of this section. In evaluating a proposed agreement, the commissioner shall consider
the

(1) effect of the agreement on the foliowhig:
(A) commercial timber harvesting, including related activities;
(B) harvesting of forest products for personal use;
(C) fish and wildlife habitat, including
(i) identification and protection of important wildlife
habitat;
(ii) retention of riparian, wetland, and ocean shoreline
vegetation critical for fish and wildlife habitat; and
(iii) classification of water bodies according to physical
characteristics;
(D) uses of forest land for nontimber purposes, including
(i) recreation, tourism, and related activities;
(i)  mining, mining claims, mineral leaseholds, and
material extraction;
(iii) uses of fish and wildlife;

(iv) agriculture, including grazing; and

3 CSSB 310(RES)

Toxr Undor'. tnr-1 (DELETED TEXT 3RACKETEDI
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(v) other resources and uses appropriate to the area,
including compatible traditional uses; ]
(E) soil characteristics and productivity;
(F) water quality; and
(G) watershed management;
(2) necessary public access for uses described in (1) of this subsection;
(3) financial feasibility of the proposed agreement;
(4) technical and financial qualifications of the proposer,
(5) stumpage payments offered to be paid;
(6) economic benefits from the proposed agreement to the region in
which the land that is to be covered by the agreement is located;
(7) economic benefits to state forest land under the proposed
agreement; and
(8) odier factors that the commissioner determines are relevant and
appropriate.

(e) After evaluating proposed agreements under (d) of this section, the
commissioner may designate a tentatively successful proposed agreement. A proposed
agreement may not be designated under this subsection until public comment has been
solicited under (c) of this section. A tentatively successful proposed agreement may
not be designated unless the commissioner includes, and makes a written finding that
sets out facts and applicable law to support the commissioner’s conclusion, that

(1) land or timber covered by the tentatively successful proposed
agreement is not reasonably necessary to provide sustained harvest for a sawmili or
wood processing facility using that land or timber at the time the proposed agreement
was evaluated, or that a final agreement can adequately address those needs; and

(2) the tentatively successful proposed agreement will best serve die
interests of the state and is consistent with applicable land use or management plans
then in effect.

(f) The commissioner shall provide notice under AS 38.05.945(b) and (c) of
a finding under (e) of this section and designation of a tentatively successful proposed

agreement at least 90 days prior to entering into a final agreement. The commissioner

£SSB 310(RES) t
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shall solicit comments from the public and from state and local government agencies
on a tentatively successful proposed agreement. >
(9) If a tentatively successful proposed agreement is designated under (e) of

this section, the commissioner, after considering comments and recommendations
received under (f) of this section, may proceed to develop a proposed final agreement
between the proposer and the state. A proposed final agreement

(1) shall provide for terms, conditions, and limitations determined by
the commissioner to be in the public interest,

(2) must contain

(A) the initial term of the agreement, which may not exceed 20
years;

(B) the stumpage prices for the timber;

(C) provisions regarding compensation from the proposer for
scaling services required in order to account for timber sold;

(D) provisions regarding compensation, if required by the
department, for state services provided to administer the agreement;

(E) provisions regarding responsibilities for construction and
maintenance of access roads necessary to manage the land that is to be covered
by the agreement;

(F) provisions regarding consideration for the sale of material
obtained from state land for the construction of access roads on the land that
is to be covered by the agreement;

(G) provisions regarding responsibilities for reforestation and
silvicultural practices on land that is to be covered by the agreement;

(H) a statement that activities under the agreement are governed
by the provisions of AS 41.17 and regulations adopted under AS 41.17
applicable to operations on state land;

(I) provisions for the submission and approval of biennial
operational plans for activities authorized oi required b> the agreement;

(J) requirements for reports and submission of information to

die department regarding performance under the agreement;

5 CSSB 310(RES)
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(K) procedures for enforcement and termination of the
agreement; -

(L) provisions for existing public access;

(M)an operational level forest inventory every five years; and

(N) provisions for deactivation or termination, that mayinclude
bonding, to ensure reforestation, stabilization, monitoring, and other residual
obligations.

(h) The form of the proposed final agreement developed under (g) of this
section must be approved by the attorney general before the agreement is signed by
the commissioner. After approval by the attorney general under this subsection, the
commissioner and the proposer may sign the proposed final agreement.

(i) When the commissioner solicits public comment under (c) of this section,
and at all times thereafter, the proposed agreements are public records and are open
to public inspection and disclosure under AS 09.25.120. Prior to solicitation of public
comment under (c) of this section, proposed agreements submitted under this section
are confidential and are not open to public inspection or disclosure under
AS 09.25.120. When the commissioner selects a tentatively successful proposed
agreement under (e) of this section, all documents regarding that proposed agreement
and all other competing proposed agreements, as well as a subsequent final agreement
and all documents leading up to that agreement, are public records and are open for

inspection under AS 09.25.120.

(j) All right, title, and interest in or to timber or material in or on land covered
by a final forest management agreement remains with the state until die timber or
material has been cut or severed, determined as to volume, removed from the site, and
paid for in compliance with the agreement. Timber or material thac is noc removed
from land covered by a final forest management agreement within the period specified
by the agreement or by an extension of the agreement remains the property of the
state.

(k) An interest in a final forest management agreement may not be assigned
without the prior written consent of the commissioner. An assignment without the

prior written consent of the commissioner is void. The commissioner may not consent

CSSB 310(RES) 5
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under this subsection unless the assignment is of the entire interest in the final forest
management agreement. The commissioner shall consider all of the factors of this
section when making a determination concerning an assignment.

(1) Upon the completion of three-quarters of the total term of the agreement,
the commissioner shall review the operation and performance of the agreement and
determine whether it is in the best interest of the state to renew the agreement. If the
commissioner determines that it is in the best interest of the state, the commissioner
shall solicit and evaluate proposals, as provided in this section, for renewal of the
agreement, including a proposal from the current operator.

(m) The activities conducted under a final forest management agreement are
governed by AS 41.17 and regulations adopted under AS 41.17 applicable to
operations on state land.

(n) In this section,

(1) ™agreement” means a forest management agreement;

(2) "proposer” means the person who submitted a proposed forest
management agreement under (b) of this section;

(3) ™"sustained yield" has the meaning given in AS 38.04.910.

* Sec. 4. AS 41.17.060(c) is amended to read:

(c) With respect to state and municipal forest land only, the following
standards also apply:

(1) forest land shall be administered for the multiple use of the
renewable and nonrenewable resources and for the sustained yield of the renewable
resources of the land in die manner that best provides for the present needs and
preserves the future options of the people of die state;

(2) asystem of allocating predominant uses or values to particular units
within a contiguous area of land shall reflect in reasonable proportion the various
resources and values present in that area;

(3) to the extent its capacity permits, forest land shall be administered
so as to provide for the continuation and expansion of businesses, activities, and
lifestyles that are dependent upon or derived from forest resources;

(4) timber harvesting is limited to areas where data and information

_ _ —7- CSSB 310(RES)
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demonstrate that natural or artificial reforestation techniques will result in the
production of a sustained yield of merchantable timber from that area;
(5) there may not be significant impairment of the productivity of the
land and water with respect to renewable resources;
(6) allowance shall be made for scenic quality in or adjacent to areas
of substantial importance to the tourism and recreation industry; m.d
(7) allowance shall be made for important fish and wildlife habitat.
* Sec. 5. AS 41.17.200 is amended to read:
Sec. 41.17.200. STATE FOREST PURPOSES. The purpose of AS 41.17.200
- 41.17.230 is to permit the establishment of designated state-owned or acquired land
and water areas as state forests. The primary purpose in the establishment of state
forests is the development of commercial forest land under the principles of
sustained yield and multiple use while perpetuating [PERPETUATION OF]
personal, commercial, and other beneficial uses of resources through multiple-use
management.
* Sec. 6. AS 41.17.200 is amended by adding a new subsection to read:
(b) In managing a state forest the commissioner shall
(1) allow for the fullest possible access to, and use of, the natural
resources, including timber, fish, game, and minerals; the allowance under this
paragraph shall take into account the interests of private landowners;
(2) maintain forest growth at a high level of productivity; and
(3) restrict the public use of the land and its resources only when

necessary to carry out the purposes of this chapter.
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GOVERNMENT OF THE PROVINCE OF ALBERTA

FORESTS ACT
FOREST MANAGEMENT AGREEMENT
(0.C. 614/90)

Approved and Ordered

Helen Hunley
Lieutenant Governor Edmonton, November 7, 1990

Upon the recommendation of the Honourable the Minister of Forestry,
Lands and Wildlife, the Lleutenagt Governor In Council, pursuant to
section 16(1) of the Forests Act, approves the entry by the Minister of
Forestry, Lands and Wildlife into a forest mana%ement agreement with
Slave Lake Pulp Corporation In accordance with the attached Appendix.

Don R. Getty (Chairman)

4EHORANDUH OF AGREEHENT
BETWEEN:

HER MAJESTY THE OUEEN in the right of the Province of Alberta, as
represented by the Minister of Forestry, Lands and Wildlife, (herein-
after referred to as "the Minister"),

OF THE FIRST PART
and

SLAVE LAKE PULP CORPORATION, a hody comorate, registered under the
laws of Alberta, with a business office In Slave Lake, Alberta and
Its head office In Edmonton, Alberta, (hereinafter referred to as
"the Con”any"),

OF THE SECOND PART

WHEREAS  the Company pr0ﬁoses toconstruct and operate a
chernithermomechanical pulpmlll ™ (the "CW 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 theInitial production of pulp
products will be Increased to 720 000air 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
enployment In local conrmjnities hy maximizing the value of the timber
resource base while maintaining a forest environment of high quality; and

FOREST MGMT. AGREEMENT:

PROVINCE OF ALBERTA and
SLAVE LAKE PULP CORPORATION



~ 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, 1980.

MOW THEREFORE THIS AGREEMENT WITNESSETH that In consideration of the
premises, terms, conditions, covenants, stipulations, agreements and
;f)rlolvmons herein contained, the Minister and the Company hereby agree as
ollows:

DEFINITIONS
1. (1) In this Agreement

(a) "annual allowable cut" 1s the amount of deciduous timber
that may be harvested In any one year as stipulated In the
pertinent forest managﬁment 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, pr_ovidin? for continuing construction leading
to the completion or 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 period" means a period 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 Forestry, Lands and

Wildlife;

(g) “dollar" means Canadian currency of the value of one
Canadian dollar, or the equivalent value |In anyother
currency;

(hi  "forest management area" refers to the tract of forest land
over which the Conpany has been %iven management rights for
establishing, growing and arvesting trees on a perpetual
sustained Yield basis for a defined period of time;and as
specifically defined In paragraph 3;

(1) a “merchantable coniferous stand" 1s a stand having at
least 47.5 cubic metres net volume per hectare of
merchantable coniferous trees;

(J) a "merchantable coniferous tree" Is one having a minimum 15
centimetre diameter, measured outside bark at30 centi-
metres above ground level, and having a minltnjm 3.66 metre
usable length to a 10 centimetre top diameter, measured
Inside bark, unless otherwise mutually agreed;

k) a "merchantable deciduous stand” 1s a stand having at least
50 cubic metres net volume per hectare of merchantable
deciduous trees;

(1) a “merchantable deciduous tree" Is one having a minlrom 15
centimetre diameter, measured outside bark at 30
centimetres above ground level, and having a minimum 3.66
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(m) “perludlc allowable cut" Is the total of the annual allow-
able cuts approved for a five-year cut control period;

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

(o) "Surface Materials Regulation" means Alberta Regulation
1hl/78f and any amendments thereto or substitutions
therefor;

(p) "Timber Management Regulation" means Alberta Regulation
50/73 authorized under Order-!n-Councll 309/73 and any
amendments thereto or substitutions therefor; and

(q) "Timber Regulation"*means Alberta Regulation 268/78 and any
amendments thereto or subst' tutlons therefor.

The Forests Act, the Public Lands Act, and the requlations made
thereunder shall mean for the purpose of this Agreement, those
Acts and the regulations as each may from time to time be
amended orsubstituted, and terms defined by the Forests Act,
the Public Lands Act, and the regulationsmale thereunder shall,
In and for the purfose of this Agreement have the meaning given
to them by those Acts and regulations aseach may be amended or
substituted from time to time.

This Agreement shall conroence on the 15th day of November, 1990
hereinafter referred to as the conmencement date and shall
expire on the 14th day of November, 20I, .nless renewed under
the provisions of subparagraph (3) or extended under the
provisions of subparagraph (4).

[t Is the Intention of the parties hereto to continue the rights
of the Cotrpany under paragraph 7 to grow and harvest timber on
the forest management area for additional terms of twenty years
each not limited to the Initial twenty year term of " this
Agreement If pursuant to subparagraph (31 mutual agreement
thereon can be reached by the Hlinlster 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 Corrpany Is not In default on the expiry
date 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 grow and harvest timber are
continued for a further term of 20 years on condition that
mutually acceptable terms, conditions, stipulations, covenants,
agreements and provisions Including further renewal provisions
or other requirements can be renegotiated at the time of
renewal. The Company shall give notice to the Minister of Its
desire to renew twelve months prior to the expiry date of this
Agreement and within sixty days of receiving such notice the
Minister shall  commence = discussions with ~ the Coirpany to
negotiate the terms, conditions, stipulations, covenants,
agreements, and provisions of the renewal agreement.

Notwithstanding subparagraphs (1), &12) and (3), If a renewal
agreement cannot be agreed upon by the Coroany and the Minister
and apProved by the Lieutenant Governor In Council by the expiry
date of this Agreement then this Agreement shall he extended for
a further term of five years from that date and the Company and
the Minister shall act reasonably and continue to carry out good



Out

faith negotiations In an attempt to agree on a renewal agreement
and have 1t approved by the Lieutenant Governor 1n Council
before the end of the five year period.

FOREST MANAGEMENT AREA

The Ministerand the Company hereby enter Into a forest

management agreement In respect of the forest management area
comprising, subc|ect to paragraphs 4, 5 and 6, public lands
within the boundaries shownoutlined on a map registered (n the

Department, a copy of whichIs annexed hereto as Appendix "A*.

In order to satisfy the wood requirements of the Conpany's
eg)anded or additional CTM2 mill facilities under paragraph
37(3), the Minister agrees to set aside a “deciduoustimber
reserve area for second line" for a period of five vyears
followmgi the commencement date of this Agreement or a period of
7 years [f an extension Is given under subparagraph (6).

The areas depicted In Appendix “A" as "deciduous timber reserve
area for second line" do not form a part of the forest
management area until they are added to Ii In accordance with
subparagraph (4) and the Minister shall have the right to Issue
competitive deciduous timber permits up to the allowable cut for
deciduous timber on this reserve area until such time that It 1s
added to the forest management area. The terms of these permits
shall not exceed three years each.

Should the Conpany proceed to conmence construction within five
years following ‘the comnencement date of this Agreement as
required under paragraph 37(3) or within 7 years If an
extension has been given under _subparag_ragh (6), the lands
depicted on Appendix "A" as "deciduous timber reserve area for
second line" shal be added to the forest management area;
provided, however, that the Company's rights under  this
Agreement on these additional lands shall be limited to the
deciduous timber.

The Conpany may request In writing that the %eriod for the
"deciduous” timberreserve area for second line" be extended for
a period of two years from five years to seven years.

Where the Conpany has requested an extension under subparagraph
(5), the Conpanyshall pag to the Minister the sum of 500
thousand dollars (5500,000.00) as conpensatlon for holding the
deciduous timber In the "deciduous timber reserve area for
second line" for the Congany's use In the CTWP mill facilities
described In paragraph 37(3) and the period for the "deciduous
timber reserve area for second line" shall be extended from 5
years to 7 years.

If the Conpany falls to conplete construction In accordance with
paragraph 37(4), or extended under the J)rovisions of paragraph
37(6), the Minister shall withdraw the "deciduous timber reserve
area for second line* from the forest management area and the
(lloné)any shall have no further rights with respect to those
ands.

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 [ssued
pursuant to the Public Lands Act, prior to the date of this
Agreement;
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(c) 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) lands which were reforested by the Minister under the
"Maintaining Our Forests" program prior to the date of this
Agreement as depicted on Appendix "B".

(e) the beds and shores of all permanent and naturally
occurring bodies of water and all naturally occurring
rivers, streams, watercourses and lakes; and

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

Whenever any of the productive o potentially productive land
excepted under paragraph 4 (a), (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 Conpany, 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;

(bl any lands required for rlghts-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) Awithdrawal shall take effect

(a) on the date the notice of withdrawal Is given by the
Minister to the Conpany, or

(b) where the notice ?iven states that the withdrawal shall
take effect at a 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;

(a) for disposition to users other than the Crcwn except where
that use has been designated for exemption br the Minister,
the Conpany shall be entitled to reasonable conpensation
from the users for any loss of profit or other damage or
loss suffered by the Conpany, Including by way of exanEIe,
but without Tlimitation, damate to deciduous timber,
regeneration, forest growth, aprovements, or to Its
operations on the forest manages'nt area resulting from
such withdrawal and the Conpany shall determine such
conpensatlon for damage to deciduous timber, deciduous
regeneration and deciduous forest growth In accordance with



the Department's stand damage appraisal table and
?,ssomated guidelines as amended or replaced from time to
ime;

(b) for use by the Crown, andfor usesdesignated for exemption
by the Minister, wherein the net aggregate area withdrawn
on a cumulative basis does not exceed 31 of the net forest
management area, the Minister 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;

(¢) for use by the Crown, and for usesdesignated for exemption
by the Ministei, wherein the net aggregate area withdrawn
on a cumulative basis does* exceed 31 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
tiiber, 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 re%eneratlon and deciduous forest growth
in accordance with the Department's stand damage appraisal
table and associated gquidelines as amended or replaced from
time to time.

(4) The Minister may, from time to time add available public land to

()

(6)

(7)

(81 for the purposes of applying subparagraphs (31(h) and (hc)l,| the
sha

the forest management area as full or partial compensation to
the Company under subparagraphs (31(b) or (c).

If the administration and control of any of the lands comprising
the forest management area Is transferred to the Crtwn 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 8511)(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:

(@) Intensive forest management programs;

(b) purchasing logs from farmers and permittees who are logging
on lands outside the forest management area; and

(c) purchasing woodchips that are not the subject of chip
direction by the Minister; or

(d) any other such activities as the Minister may approve.

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

net area for the Initial forest management area all  be
established and agreed upon by both parties to be effective on
the commencement date of this Agreement, and shall be
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recalculated at such time as the "deciduous timber reserve area
for second line" is added pursuant to paragraph 3(4).

For purposes other than applying subparagraphs (31(b) and éc),
the net area shall be adjusted annually on the anmversargl_ate
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 Deing,

(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 (f);

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

(c) subject to paragraph 21 and Appendix 'D" of this Agreement,
the right during the term of this Agreement to harvest
coniferous timber where 1t occurs In D and O(C) stands
where that coniferous timber has been approved for harvest
under the approved annual operating plan;

(d) the right 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 timoer;

(e) the right during the term of this Agreement to carry out
reforestation and other programs that are approved hy the
Ministe in accordance with this Agreement; and

(f) the right, during the term of this Agreement to construct,
operate and maintain cairps. roads, wood concentration yards
and other Installations necessary and Incidental to the
Conpany's logging and silvicultural operations on the
forest management area.

For the purpose of Interpreting the Surface Rights Act, as
amended from time to time, the Conpany Is an occupant of the
public lands conprising 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 Conpany's logging and silvicultural operations
to be Issued to the Conpany without any dues, fees or rental
charges being paid but such dispositions shall otherwise be
subject to any pertinent regulations.

Notwithstanding subparagraph (3), the Conpany may obtain sand
and gravel needed for Its operations under this Agreement from
any vacant public land on the forest manager nt area pursuant to
the Surface Materials Regulation, subject to the pa?/ment by the
Conpany of all required fees and roraltles. n no case,
however, shall the Conpany 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
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[t Is recognized by the Minister that the Company's use of the
forest management area for growing and harvesting timber Is to
be the primary wuse thereof and that it is to be protected
therein, = butin keeﬁmg with the policy of providing for
multiple uses of the same public land and recognizing that
certain portions of the forest management area have been
designated for uses by integrated resource plan”™, the Minister
reserves all land rights on the forest manaPement area not
specifically given hereby, Including by way or example, but
without limiting the generality of the foregoing:

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

(b) the right to authorize any Ferson to conduct any work in
connection with or Incidental to geological or geophysical
exploration pursuant*to the Mines and Minerals Act, or the
Exploration Regulation; provided that the Conpanﬁ shall be
entitled to reasonable conpensatlon, from the person
conducting the exploration, for any loss or damage suffered
by the Company and resulting from such exploration Includ-
ing 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; and .-'esovided further that the Company
shall not be entitleo to compensation for damage to
coniferous timber or coniferous forest grewth caused by any
such geological or geophysical exploration;

(c) the right to maintain and enhance fish and wildlife
resources; and

(d) 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 br
domestic stock grazing to the point where the overal
stocking is reduced below the reforestation standard as set
out in the Timber Management Regulation and provided the
Company’s r|?hts to mana%e the area for timber production
is not signiticantly fnpalred.

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 maintenance of public works by any local
authority, municipal Ity, 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 manage-
ment area In any timber operating year does not exceed two
percent (21) of the approved deciduous annual allowable
cut;

(b) for the purposes of determining the volume to be included
in the two percent limitation for permits referred to In
subparagraph (21(a_2, the volume of birch and balsam poplar
issued under permits shall not be Included, except that In
the event that the Coirpany conwits to the full utilization
of the balsam poplar IhrouPh their arnual oEeratmg plan,
then the balsam poplar shall be Included In the two percent
limitation for permits referred to In subparagraph (2)]al;
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(c) the right 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 right to Issue coniferous timber permits on C, CO and
DC stands;

(e) the right to Issue coniferous timber permits on O and O(C)
stands where that coniferous timber has not been approved
for harvest under the Conpany's approved annual operating
plan; and

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

The Minister shall provjde such available Information as the
Conl[l)any may reasonably request concernm? the operations
authorized under permit and licence and consult with the Conpany
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 Conpany shall;

(a) follow sound forestry opractices 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
’(aﬁflfefcging the coniferous timber stands Identified by the

nfster;

Ib) fo(lLow sdound forestry practices 1n accordance with Appendix
"0*; an

(¢) 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 Conpany 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 deciduoustimber.

Not more than three years after the commencement date of this
Agreement, the Conpany shall submit to the Minister a detailed
forest management plan describing the methods that the Conpany
will follow In managing the timber located within the forest
management area on a sustained yield basis for a period
equivalent to one approved full rotation and this plan upon
aﬁproval by the Minister shall replace the preliminary plan.
The plan shall reflect sound reforestation and multiple use
management practices and shall Include yield projections for a
period equivalent to at least one full rotation plus a harvest
schedule and road development plan for the duration of this
Agreement. the Companyshall specify In their detailed
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management plan the amount of annual allowable cut which will be
allocated to supply the Company’'s manufacturing facilities.

Not later than the tenth anniversary date of this Agreement the
Conpany shall submit for the Minister's apProvaI a revised
detailed mana%ement plan, and this revised plar when approved
will replace that supplied under subparagraph (2).

The Minister may require the Conpany, after discussing any
proposed changes with the Conpany, to alter any of the methods
described In Its forest management plans before approving such
plans; provided, however, that in so doing, the Minister may not
unilaterally alter the ground rules.

Within six months following the comnencement 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 plSns and management plans which will
facilitate supervision of timber harvesting and reforestation
operations.

At the Initiative of either party and In any event at Intervals
not exceeding five years, the established ground rules shall be
reviewed Jointly by the Hinlster and the Conpany. These ground
rules may be altered by mutual agreement af the Minister and the
Company.

In the event that the Initial ground rules or a revision to a
set of ground rules cannot be established by wutual agreement
after good-falth negotiations, the Minister may establish or
revise a set of ground rules but only with the approval of the
Lieutenant Governor In Council.

The term of this Agreement shall be divided Into four cut
control periods each with a duration of five years. The annual
allowable cut shall be recalculated when requested by the
Min'isdter and not later than by the end of the second control
period.

The required production In each period shall be controlled as
foilws:

REQUIRED MINIMUM VOL WE OF

CUT CONTROL PERIOD TIMBER TO BE CUT IN THE PERIOO

First 60X of thePeriodic Allowable Cut
Second 60S of thePeriodic Allowable Cut
Third 90X of thePeriodic Allowable Cut
Fourth 90X of thePeriodic Allowable Cut

Roundwood timber or pulp quality woodchlps Eurchased by the
Conpany from Alberta ‘sawmills”™ or from other companies or
Individuals located In the Province of Alberta may, at the
discretion of the Conpany, be considered as production under
this dAgreement within the applicable five year cut control
period.

If the Conpany does not harvest (as supplemented by purchases
under subparagraph (3)1 the required minimum volumes of timber
specified <n subparagraph (2) during the relevant period. It may
during the subsequent 12 month period submit a pro?ram.sa.tisfac-
tory to the Minister making up the shortfall within the
subsequent five-year period.

If the Conpany does not submit a program satisfactory to the

Minister under subparagraph (4), the Minister may, during the
subsequent period make the entire unused volume available to

/o
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14)

operators other than the Company provided that the areas to be
harvested shall be determined by the Minister after consultation
with the Company.

[f thp Company over cuts the periodic allowable cut the Minister
may reduce the allowable cut during the subsequent period by an
amount equivalent to the entire overcut volume.

(a)lf the Conpany does not harvest (as supplemented by
purchases under subpa,ra%raph (3)?. the required minimum
volumes of deciduous timber specitied In subpara?raph_(Z)
In either the second, third or fourth cut ccntrol period,
and if, In the opinion of the Minister, such
underutilization 1Is significant, both parties shall review
the situation with a view to achieving the full utilization
of the deciduous timber growing on the forest management
area by either expanding the Company's facilities In
Alberta, or by redulc(mg the forest management area.

(b) If the Company does not expand the Conpany's facilities In
Alberta such that the Conpany will be capable of using the
underutilized volume by a reasonable date specified by the
Minister, the Minister may, at any time during the six
month period following that date and after consultation
with the Conpany, unilaterally reduce the forest management
area to accommodate the Company's annual allowable cut
requirements as approved by the Minister by deleting from
the designated area listed below In the order Indicated,
exhausting SI before removing land(s) from SZ so that the
remaining forest management area will accommodate the
Conpany's annual allowable cut requirements:

i) forest management unit Sl
1) forest management unit SZ.

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

Mot less than four months before the commencement of each forest
management operating year or within such shorter period as may
be permitted by the Minister, the Comﬁany shall submit to the
Minister an operating nplan, which plan shall Include
reforestation and forest protection plans and road construction
and maintenance plans covering the next ensuing forest
management operating year.

Each operating plan shall be In accordance with the forest
management plan and include a two-year operating projection
Showing the entire harvesting operation Intended by the Company
to be Implemented during the next ensuing two forest management
operating years.

Each operating Elan shall  provide for the harvesMng and
management of timoer In the forest manag_ement area In accordance
with “the guidelines set forth In Appendix *0" and shall provide
for the full wutilization of the timber resource and shall
minimize the adverse Impact on public resources such as fish and
wildlife throughout the forest management area.

The Minister may approve such plans as are submitted, or ma%/
require the Company, after discussing any proposed changes wit
the Conpany, 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.
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(6) When the operating plan does not provide for the salvage of
dead, damaged, diseased or decadent timber, the Minister may
give notice to the Conpany that he requires provision for its
salvage In such plan. ~The Conpany shall have thntK dm/s 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 falls or elects not to do
gither within such period, the Conpany 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 year In duration

without conpensating the Conﬁany 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 lie may
subsequently allow. *

The Cotrpany may not coimience or carry on any construction project or
any operation on the forest management area until the relevant plans
which are required to be submitted (;Jursuant to this Agreement have
been submitted by the Conpany and approved in writing by the
Minister; —and the Conpany may not digress from the approved plans
without the Minister's consent In writing, with the understanding
}hat_thhhe |l(\j/linister shall provide a full explanation whenever consent
s withheld.

The Conpany shall at its own expense make such surveys of the forest
management area as are necessary to prepare the plans required by
paragraphs 10. 13 and 14.

The Company shall utilize all the merchantable trees growing within
merchantable stands cut In road construction and oMier Incidental
operations of the Conpany unless otherwise permitted in writing by
the Minister.

The Conpany shall conduct Its woods operations and manufacturin(i
operations in sucha manner as to achieve the highest degree o
economfc utilization of the timber on the forest management area and
shall not conrnlt 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.

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

The Conpany shall use every reasonable effort to purchase pulp
quality woodchlps which are not directed by the Minister and are
offered to the Conpany from any quota holder or permittee within the
Province at prevailing market prices or at some price nutually agreed
upon by the disposition holder and the Company.

(1) The Conpany shalloffer the coniferous timber referred to In
paragraph 7(1)(c) which has been harvested under the approved
annual operating tplan to Independent “ana's length” sawmills in
Alberta In trade for deciduous timber, coniferous timber or pulp
qulallty woodchlps. for sale, or a combination of trade and
sal e.

12) Notwithstanding subparagraph (1), the Minister may specify that
the Conpany shall offer coniferous timber harvested from
designated stands under the approved annual operating plan to
specified sawmills chosen by the Minister and 1In specified
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volumes chosen hy the Minister in trade for deciduous timber,
coniferous timber or pulp quality woodchlps, for sale, or a
combination of trade and sale and ‘the Company shall comply with
such a request by the Minister.

(j) With respect to any coniferous timber referred to In sub-
paragraphs ﬁl) and {2) which the Company has not been able to
trade or sell with sawmill operators under this paragraph, the
Minister may
(a) allow the Conpany to use that coniferous timber, or
(b) appoint a single arbitrator under the Arbitration Act to

establish reasonable terms of trade or sale of that
coniferous timber under which terms the timber must be
offered for trade or sale by the Conpany.

(4) If the coniferous timber referred to in subparagraph (3) is
offered for trade or sale under the arbitrated terms, and the
sawmill operator does nbt accept the offer, it may be used by
the Conpany.

(5) The Conpany shall pay to the Minister reforestation charges on
all coniferous tinber referred to In this paragraph, at the
rates set out In the Timber Management Regulation.

(6) The Conpany shallpay to the Hlinister timber dues on all
coniferous timber referred to In this paragraph, at the rates
provided under paragraph 35 based on the products produced from
that timber.

(1) Thr Company shall  not hinderor obstruct the lawful  timber
operations of licensees and permittees.

12) It Is recognized that during their operations, the coniferous
licensees and permittees may cause some Incidental damage to
deciduous timber. Mo claim shall he made by the Conpany against
any licensee, permittee or the Minister for such incidental
damage to deciduous timber.

(3) The Minister shall ensure that all timberlicences and permits
Issued on the forest management area after the commencement date
of this Agreement shall Include a provision preventing a claim
by the licensee or permittee against the Conpany for Incidental
damage to coniferous timber.

(1) The Minister shall consult with the Conpany concerning proposed
areas and methods of harvesting by timber licensees and
permittees In the forest .management area before designating the
areas In which their operation may be carried on and the Company
shall schedule in its management plans and annual operating
Blan's for the Minister's approval areas available for harvesting
y timber licensees and permittees.

(2) The Minister shall re?uire timber licensees and permittees
operating within the forest management area to conduct all
harvesting operations In accordance with sound forestry
Pracnces and to refrain from hindering or obstructing the
awful operations of the Conpany.

REFORESTATION

(1) The Conpany shall be obliged to progressively reforest at Its

own expense all land cut over by the Conpany under authority of
this Agreement and shall describe Its reforestation program In
Its management and annual operating plans.

| Z
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In accordance with Its approved management and annual operating
plans, the Company may, with the Minister's approval, reforest
to coniferous species those deciduous stands that were harvested
by the Company and which have been designated in those plans as
to be reforested to coniferous species.

For the purpose of the reforestation requirements, "year* shall
mean the period from May 1st to April 30th until such time as
the Phrase “timber year" Is defined In the Timber Management
Regulation and from that time on shall have the same meaning as
may be thereby ascribed to that phrase.

Considering the year of cut or, In the case of supplemental
reforestation areas the year of treatment, as being year zero,
the Company shall complete a reforestation survey which meets
the specifications of the Minister for all areas that It s
obliged to reforest and submit same to the Minister In
accordance with the Timber Mana%nent Regulation.

In this Agreement, the required reforestation standard means the
reforestation standard set out In the Timber Management
Regulation as amended from time to time or In any regulations
passed In substitution thereof.

Where the Company falls to reforest any area It Is obliged to
reforest to the required reforestation standard In accordance
with the Timber Management Regulation the Conpany shall comply
with any direction received from the Hlinlster In relation to the
reforestation of the area.

In the event that the Company does not comply with the
Minister's direction under subparagraph (6), the Minister may
suspend timber harvesting operations until such time as the
Company has complied with the Minister's direction In relation
to the reforestation of the area.

Deciduous seed, deciduous seedling trees and propagules for
reforestation programs under this Agreement shall be native to
and produced and grovn within the Province of Alberta unless the
Company requests otherwise and the Minister approves the request
in writing.

As Part of Its operations under this Agreement the Company
shall, at [Its sole expense, furnish all of the deciduous
seegllng trees and propagules required for Its reforestation
needs.

Where the Company has suEplied clean extracted seed to the
Minister In order to meet the Company's reforestation needs, the
Minister shall, without charge to the Company, store such seed
for delivery to the Company on demand.

The Company and the Minister shall devise and Implement a
reforestation program (hereinafter referred to as “supplemental
reforestation") on potentially productive lands in the forest
management area, on which the timber was cut over bK.Individuals
other than quota holders or the Company prior to this Agreement
or destroyed at my time by natural agencies or Is currently In
a non-merchantable and non-productive state due to decadence or
over-maturity and which have not been restocked to the required
reforestation standard.

The ComFany and the Mnlster shall each undertake to effect
t(J)ne,-hal of the suppler. *ntal reforestation program on an area
asis.



ual operating (3) The maximum supplemental reforestation that the Conpany and the

val, reforest Minister Jointly may be required to carry out during any

ere harvestpd operating yaar shall not exceed 151 of the total area harvested

nose plans as by the Company In the Immediately preceding operath year.
Over any five-year period the average annual suPpementaI
reforestation shall not exceed one-twentieth of the total area

'year" shall found to be not satisfactorily regenerated.

such time as o . . '

;1 Management (4) The Minister may direct In any operating year that the maxinum

me meaning as supplemental reforestation program area be reduced to the extent
necessary to fit either party's estimated budget for that
purpose.

supplemental

‘g year zero, (5) The supplemental reforestation program shall be Included In the

V\{Elcth Irrt1ee|ts Company's annual operating plan submission.

. tha s

Minister in (6) deciduous seedlings and propagules required bﬁ the Conpany for
supplemental reforestation shall be supplied by the Conpany at

, [ts sole expense.
ird means the
Management 27. The Company shall be solely responsible for reforesting all
> regulations productive and potentially productive lands burned by fire within the
forest management area, when the fire has been caused by the Conpany,
Its enployees, Its agents or Its cont-actors.

s obliged to
N accoi -<ance 28. (1) The CompanY may devise and imBIement more Intensive
shall comply silvicultural practices than required by the Hlinlster under this
latlon to tht Agreement, such _as but not limited to spacing, fertilization,
and genetics, The ConP_any and the Minister may enter Into an
agreement which will define the programs and conditions that. In
AyA with  the the Minister's opinion, will establish a sustainable Increase In
inister may the allowable cut approved by the Minister In the Conpany's
time as the management plans submitted under paragraph 10.
In relation

(2) Where the Conpany Inplements the Intensive silvicultural progran
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under the terms of such an agreement, and where the Minister and
the Conpany agree on the amount of additional allowable cut
which will “result from the Company’s silvicultural efforts over
and above those required under this Agreement and the Forests
Act, then such additional allowable cut shall be offered by the
Minister to the Conpany free oftimber dues provided the
Minister has been duly authorizedto do so by a regulation
passed under section 4 of the Forests Act.

The additional allowable cut resulting from the Company's
Intensive silvicultural efforts will only be offered to the
Conpany free of timber dues after the Conpang has fully utilized
trlw annual allowable cut approved In the Company's management
plans.

The additional allwablo cuts agreed upon b¥ both parties shall
not be wused for the purpose of calculating the periodic
aj?wable cuts for cut control purposes specified In paragraph

The Conpany shall establish a deciduous growth and yield program
acceptable to the Hlinlster on lands within the forest management
ar_?ﬁh alréd the Minister's acceptance shall not be wunreasonably
withheld.

The growth and yield program will 'nclude the establishment of a
sgstem of permanent sanple plots which will be used to monitor
the results of different harvesting systems during the terra of
this Agreement so as to provide accurate Information for the
preparation of reliable deciduous yield tables.
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3) The permanent sample plots established under subparagraph (2
F J

shall also be used to prov.de additional Information related to
other resource uses on the forest management area such as the
effects of harvesting on wildlife aid watershed.

(4) The Conpany shall undertake a cooperative cost sharinal(SOISO
n

basis) declduuus tree Improvement program with the Ister.
whereby the Conpany will establlsi trial Iplantations of both
Inported deciduous stock and genet'cally selected Alberta stock
and shall monitor their performance on a continuing basis during
the term of this Agreement.

All of the information collected by the Conpany under this
F)aragraph shall be provided to the Minister free of charge upon
is request for such |Information for the specific purpose of
developlngz the forest management plan and annual operatingplans

or such other uses as agreed to by the Conpany.
FOREST PROTECTION *
(1) The Ministeragrees to provide  and maintain anorganization of

men and equipment necessary for the protection of the forest
from and suppression of forest fires on the forest management
area and, except as herein otherwise provided, to pay the cost
of fighting any forest fire that originates on the forest
management area on the understanding that the Minister will not
be liable for damages to the Conpany resulting from a failure to
prevent, control or suppress any fire.

Notwithstanding subparagraph (1), the Conpany shall pay the cost
of suppressing any forest fire that originates on the forest
management area If the fire Is caused by or arises out of any of
the operations or activities conducted on the forest management
area by the Conpany. Its enployees, agents or contractors;
provided, however, that in no event shall” the liability of the
Conpanr exceed the liability provided for In a separate Fire
Control Agreement which may be negot'ated and entered Into by
the Minister with the Conpany. Until such time as a Fire
Control Agreement has been entered into, the Conpany agrees to
have on hand In good working order such fire fighting equipment
and shall train such enployees In fire suppression as specified
by the Minister. If the cause of any fire Is disputed by the
Conpany, the dispute shall be resolved by means of civil suit In
the Courts of Alberta.

Notwithstanding anything contained In this Agreement, the
C_ongany shall “not be liable for loss of or damage to Crown
timber by fire that Is caused by or arises out of any of the
operations conducted on the forest management area by the
Company, Its enployees, agents or contractors.

In the event of an occurrence of insect dama?e of epidemic
nature to forest growth or a disease epidemic affecting forest
grewth on the forest management area the parties hereto will
cooperate In suppressing the epidemic.

RECORDS AND SCALING

All scaling, measuring and weighing of timber shall be performed
by the Conpany.

All scaling and measuring of timber weights and volumes shall be
conducted In accordance with the Timber Regulation, the Scaling
Regulation and the published Instructions o" the department.



bparagraph

(2)

lon related to

% such as

the

The Conpany shall maintain In the form and In the manner
approved by the Hinlster conplete and accurate records of the
operations It conducts on the forest management area.

The Minister, or any person authorized by him. may Inspect the
records maintained by the Company pursuant to subparagraph (3).

The measurement of the volume of all wood cut by or for the
Conpany and sold to others or purchased by the Conpany may be
determined, at the option of the Company, by physical
measurement of said wood or *y derivation of volume/weight
factors by sampling In the manner prescribed by the Hinlster.

The Conpany may establish and use a constant conversion factor
to convert the weight of wood delivered to cubic metres. The
constant conversion factor will be re-established at appropriate
Intervals according to procedures prescribed by the Hlinlster.

Within 21 days of thentermination of every three month period,
the Conpany shall submit In confidence to the Hinlster In
writing, on a form prescribed by the Minister, a return
reporting for each such period:

the volume of timber cut by and for the Company,

the volume of timber cu'. or destroyed by others for which
the Conpany Is entitled to conpensatlon under this
Agreement;

at the request of the Hlinlster, the volumes of primary
timber products manufactured and sold by and for the
Conpany from each of Its manufacturing facilities In
Alberta; and

at the request of the Hinlster, the volume of timoer and
primary timber products purchased for use In Its mills and
timber  and primary timber products sold by the Conpany,
from Its operations In Alberta, the names of all persons
from whom timber and primary timber products were
purchased, to whom timber and ﬁnmary timber products were
sold, and the land from which the timber was cut.

Unless otherwise authorized In writing by the Minister, the
Conpany shall remit to the Minister with Its quarterly returns
of production the amount of all dues payable for the volume of
timber shown In such returns.

CHARGES AND DUES

Once a year during the term of this Agreement, the Conpany shall
E(alylio the Minister on or before a date specified by the
nlster:

(a) a holding charge, and
(b) a forest protection charge

for every square kilometer, to the nearest square kilometer,
within the forest management arta on th* commencement date
of this Agreement with respect to the Initial payment and on
each anniversary date of this Agreement with respect to each
subsequent payment.

Initially, on the comnencement date of this Agreement the
charges In subparagraph (1) will be:

I



34.

35.

(@ a holding charge of S1.25 per square Kilometer; and
(b) a forest protection charge of SZS.05 per square kilometer,

(3) Subsequent holdin% charges and forest protection charges shall
be adjusted annually on the anniversary of the commencement date
of this Agreement using the Annual “Implicit Price Index for
government current expenditure in ?oods and service,  as
published by Statistics Canada, In the following formula:

Index fur Year
Charge for Year « Charge for X Prior to Year of Payment
of Payment Previous Year Index for Second rear
Prior to Year of Payment

Exaxple:

(@) 1991 Holding Charge * S1.35 Xmlw
(b) 1991 Forest Protection Charge o $28.05 X WF@

In the event that the Annual Ixpllcit Price Index Is no longer
published or In the event of a change in the method used to
calculate the Index, the Hlinlster and the CoxpanY shall mutually
ana reasonably agree on a comparable published Index to be used
In the above fornula.

(4) Until such time as the “deciduous timber reserve area for second
line" has been added to the forest management area, the Conpany
shall pay to the Hlinlster annually on the anniversary date of
this Agreement, the sum of $27,000.00 ns compensation to the
Minister for unrealized holding and protection revenues
glsociated with the deciduous timber In forest management unit

(5) Where the lands shewn on appendix “A" as “deciduous timber
reserve area for second line' have been added to the forest
management area under the provisionsof paragraph 3(4), the
holding charge and forest protection charge on this “deciduous
timber reserve area for second line" on th< next anniversary
date of the commencement date of this Agreement following the
occurrence of such an event shall be ai amount equal to the
holding charge and forest protection charge calculated under
subparagraph (3) for the forest management area and shall be
s(%t))]ect to subsequent Indexing In accordance with subparagraph

(61 The annual holding and forest protection charges otherwise
payable by the Coxpany under this A%reement shall be reduced hy
$0.15 for every cubic ‘metre of annual allowable cut under active
coniferous timber quota certificates within the forest manage-
ment area In the Immediately preceding 12 month period.

The Company shall pay dues In accordance with this Agreement |In

respect of all timber for which tne CoxBany is entitled to

conpensatlon and In respect of all timber cut by and for the Coxpany
on the forest management area,

(1) On the commencement date of this Agrerxwnt the Coxpany shall pay
to the Hinlster dues on all timber cut for manufacture as pulp
at the following rates: |
(a) ill coniferous species $2.09 per cubic.«tw; and *

(b) all deciduous species $0.40 per cubicmatr*.

ft
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The rates of dues to be paid b?/ the Conpany on all timber cut by
or for the Conpany for manufacture as pulp shall be adjusted
effective on July 1, 1991 and annually thereafter effective on
July 1 of every year of this Agreement by multiplying:

(a) the rates of dues applicable In the previous year
BY

(b) the price for July 1 of the then current year divided by
the price for July 1 of the previous year.

The above being Illustrated as follows:

_ Price for July 1
Timber Dues for Timber Dues for of current year
current year previous year Price for July 1

of the previous year

In subparagraph (2),

(a) "price for July 1of the then current year* means the price
quoted In U.S. dollars for the third quarter of the then
current year for one air dried metric ton of bleiched kraft
pulp delivered In U.S. market of the applicable type
referred to In subparagraph (4)(bp). Such price Is to be

obtained from the firstissue of Pulp 4 Paper Week In the

then current year which correctly statesthe thlroquarter

price.

(b) "price for July 1 of the previous year" means the price
quoted In U.S. dollars for the third quarter of the
Erevious year for one air dried metric ton of bleached
raft pulp delivered In U.S. market of the applicable type
referred to In subparagraph (4)(b). Such price Is to be
obtained from the firstlssue of the Pulp S Paper Week In

that previous year which correctly statesthe thirdquarter

price.
For the purposes of subparagraphs (2) and (3):

(a) A separate calculation shall be made for coniferous species
and for deciduous species.

(b)  The adjustment for coniferous species shall use the prices
quoted In Pulp A Paper Week for Canadian/U.S. bleached
softwood kraft pulp and EFfe adjustment for deciduous
\sl\f)emes shall use the prices quoted In the Pulp 4 Paper
eek for Canadian bleached harrVood kraft pulp.

(¢) In the -event that the selling prices are no longer
published In the Pulp & Paper Week or In the event of a
change 1n the method used to calculate the price listings,
the Hinlster and the Conpany shall mutually and reasonably
agree on conparable published price lists to he used in the
above forrula and provisions.

The adjusted rates of dues to be paid by the Conpany under
subparagraph (2) on all timber cut by or for the Conpany for
manufacture as pulp shall not be reduced below the rates of dues
established under subparagraph (1).

notwithstanding subparagraph &2). where the Conpany has failed
to construct an additional CTTP mill or an exlpansion of the CTK»
mill under paragraph 37, the Hlnlster shall have the right,
after prior consultation with the Conpany, to unilaterally

[ f
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establish new rates of timber dues to be paid by the ConpanK on
all timber cut for manufacture as pulp and these new rates shall
be subject to subsequent Indexing in accordance with
subparagraph (2).

(7) for all wood cut by or for the Conpany and sold or used for
purposesother than the production of wood pulp, the Conpany
shall pay to the Minister timber dues at the General Rates of
Crown Dues as established pursuant to the Timber Management
Regulation.

The Minister has, in addition to any rights and powers conferred on
him by this Agreement, all the rights and powersfor enforcing the
payment of Crown charges that are provided for pursuant to the
Forests Act. In addition, nothing in this Agreement shall, or shall
be construed so as to, limit or restrict the Minister's rights and
remedies at common law or in equity.

MILL CONSTRUCTION AND OPERATION

() On or before December I, 1909, the Corrpany shall commence
construction of a chemithermomechanical pulf mill {the "CTM5
mill") near the town of Slave Lake, Alberta for the manufacture
of wood Pulp having a rated capacity of 110 000 air dry metric
tonnes of pulp annually at a cost of not less than one hundred
and ilxty-elght (160) million dollars.

(2) The Conp mg shall complete the construction of the CIM? mill
under subparagraph (1) on a schedule that will permit
commencement of production on or before December 1, 1991

(3) Within five years following the commencement date of this
Agreement or within 7 years if an extension has been given
under paragraph 3(6), the Conpany shall conroence construction
of an additional CTH> mill (the "additional CTMP mill") In
Alberta or an expansion of the CTMP mill under subparagraph (1)
such that when conpleted the CW mill anJ the additional CTMP
mill combined or the expanded CTW mill will have a minimum
rated capacity of 220 000 air dry metric tonnes of wood pulp
annually.

(4) The Conpany shall conplete the construction of the additional
CTMP mill ~ or the expanded dTP mill under subparagraph (3)
within 24 months following coirmencement of such construction.

(b) Uﬁon coirmencement of construction of the additional CTMP mill or
the expanded CTMP mill under subparagraph (3), the Conpany shall
have the right during the term of this Agreement to grow, cut
and remove deciduous timber from those lands shown on ApPendix
“A" as “"deciduoi" -imber reserve area for second line’ that have
been added to the forest management area under paragraph 3(4).

(6) The Lieutenant Governor in Council may from time to time extend
the coirmencement and coirpletion dates for construction set out
In this paragraph.

(7) The failure of the Conpany to conmence or conplete in accordance
with subparal_giraphs (3? and (4) the construction of or expansion
to such facility shall not amount to a default or breach by the
Conpany of any of the provisions of this Agreement.

m 1t Ihe_Co.npani/1 has failed to conmence construction of the CTMP
mil) within the time specified in paragraph 37(1) or fails to
conmence production from the CTfP mill on or before December 1,
1991, the Minister may give notice to the Conpany stating the
default conplained of and requiring the Conpany to remedy sucii
default within six months of the date of such notice, and if the

2 0
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42.

43.

Conpany falls to remedy the default within the said period of
six months, the Minister may cancel this Agreement and declare
the rights of the Conpany under this Agreement to be at an end
and thereupon the deposit referred to In paragraph 43(1) shall
be forfeited and become the property of the Crown, unless the
Lieutenant Governor In Council extends the period as provided In
subparagraph (2) below.

(2) The Lieutenant Governor In Council may from time to time extend
the Penod during which the Conpany is to remedy the default
conplalned of (n a notice given under subparagraph (1).

(1) If, at any time after completion of construction, the CTMP mill
ceases to be In production ar.d operation for a period of twelve
consecutive months, the Conpany shall have no right to and shall
not harvest timber on the forest management area until such time
as the Conpany advises the Minister In writing of Its Intentions
to resume production and operation of the CTMP mill.

(2) Notwithstanding subparagraé)h (1). where the Conpany falls to
recoxmence 7production and operation of the CIMPmill under
paragraph 37(1) after such period of twelve consecutive months,
the Conpany shall, subject to paragraph 46, be In default under
this Agreement.

(3) If, at any time after completion of construction of the
additional CTMP mill or the expanded CTH> mill, such additional
CTMP mill or expanded CTrt> mill ceases to be In production and

Oﬁeratlon for a period of twelve consecutive months, the Company

shall have no right to and shall not harvest timber on those

lands that were added to the forest w' sentarea under
paragraph 3(4) until such tlr >he -any advises the
Minister In writing of Its 1n« m! production and
operation of either the addltlo? 1 or the expanded

CTMP mill as the case may be.

(4) If, at any time after conpletion of the CTMP mill and the
additional or expanded CTMP mill, such facilities In their
aggreé;ate cease to be in production and operation after such
period of twelve consecutive months, the Coxpany shall, subject
to paragraph 46, be In default under this Agreement,

The Coxpany shall satisfy the Minister of Economic Oevelopment
throughout the term of this Agreement with respect to the use.
wherever practlcab,? of Alberta engineering and other professional
services, and Alberta tradesmen and other construction personnel,
equipment, materials and supplies from Alberta.

The Conpany shall submit to the Hlinlster when required any Informa-
tion or -Jocuments the Minister may reasonably request relating to the
progress of the facilities required to be constructed or expanded by
the Conpany and other matters relating to this Agreement for the
purpose of verifying the Conpany's continued compliance with the
terms of this Agreement.

The Coxpany will notify the Minister, In writing, of any Intended
major reduction In production levels of Its mill facilities described
in paragraph 37, and such notification will be submitted to the
Mfifnlster at least six weeks prior to the Intended reduction taking
effect.

OEPOSIT

(1) The Coxpany shall deposit with the Minister the sum of
41,000,000.00 on the date this Agreexient Is executed.



The deposit referred to In sublparagraph (1) may consist In whole
or In part of cash, a certlfird cheque or letter of credit
submitted In accordance with all of the requirements of the
Hinlster, or hearer bonds of the Government of Canada or of the
Province of Alberta having a market value at time of placement
equivalent to the sum of such deposit.

The Interest coupons attached to any bonds deposited pursuant to
subparagraph (2) shall, as they fall due for payment, be
detached and returned by the Hinlster to the Company.

Upon the conpletlon of construction and commencement of
production of the CTW> mill referred to In Faragraph 37(1), the
Company may make application for a partial refund of deposit
whereupon the Hlinlster shall retain J750.000.00 as a deposit to
guarantee against default by the Conpany of any of the
covenants, terms, stipulations, conditions, agreements and
rovisions of this Agreement and will return the balance to the
ompany.

Upon the completion of construction and  conmencement of
production of the additional CTrt> mill or the exFanded CTfP
mill, the Conpany may make application for a partial refund of
deposit whereupon the Hlinlster shall retain 5250,000.00 as a
deposit to guarantee against default by the Conpany of any of
the covenants, terms, stipulations, conditions, agreements and
Erovmons of this Agreement and will return the balance to the
onpany.

The Conpany may with the consent of the Hlnlster, at any time
during the existence of this Agreement, substitute one or more
forms  of deposit as described 1In subparagraph (2) herein, for
any one or more forms of deposit held by the Hlnister pursuant
to this Agreement.

When this Agreement expires and If It Is not renewed, and there
Is not then an unremodfed default under this Agreement of which
the Company has been notified, the Hinlster will return to the
Company all deposits then held by the Hlinlster under this
Agreement.

If the Conpany at any time makes default under any of the
covenants, terms, conditions, provisions,  agreements and
stipulations In this Agreement, the Hlinlster may give notice to
the Conpany setting out the default comﬂlained of and requiring
the Conpany to remedy the default within six months of the
giving of notice, and If the Conpany falls to remedy the default
conplalned of within the said period of six months, the Hlnister
may declare that the whole or part of the deposit referred to In
paragraph 43 Is forfeited and thereupon the amount becomes the
property of the Crcwn, unless the Lieutenant Governor In Council
extends the period as provided In subparagraph (2) below.

The Lieutenant Governor In Council may from time to time extend
the period during which the Coxpany 1s required to remedy an%
tj-)ault conplalned of In a notice given pursuant to subparagrap

Where the whole or part of the deposit has been forfeited
ﬁursuan_t to subparagraph (1), the HlInlster may suspend timber
arvesting operations and shall not approve the next operating
plan unless the default conplalned of has been remedied to the
satisfaction of the Hinlster and the deposit re-established. The
rr]e-((ejstabhshed deposit shal? be subject to paragraphs 44 and 45
erd n.
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(4) The references In paragraphs 38 and 39 to the Conpany being In
default under certain circumstances does not mean or ‘Imoly that
the absence of such a reference Il any other paragraph of this
Agreement precludes the Conpany from being In default with
respect to those other paragraphs.

Notwithstanding the rights of the Minister as provided for under
gither or both of paragraphs 38 and 44(1) todeclare a forfeiture of
the deposit provided pursuant to paragraph 43 or as re-deposited
ﬁursuant to the terms of paragraphs 43 and 44, the Minister shall
ave the right to have the Conpany perform all the covenants, terms,
conditions, stipulations, provisions and agreements contained in this
entire Agreement or to sue the Conpany for damages for any breach or
breaches thereof and the Minister shall also have the right to cancel
this Agreement as set forth In paragraph 47 and the rights of the
Minister to have the Conpany perform the Agreement and to sue for
damages as aforesaid as well as the right of cancellation shall be
%onlsttrued as additional remedies to forfeiture and not an alternative
o It. v

When any default nr delay by the Conpany in the performance or
observance of any of the terms, conditions, provisions, agreements,
covenants and stipulations of this Agreement Is occasioned In whole
or In part through

(a) industrial disputes,

(b) governmental review or Judicial proceedings respecting the
possible environmental impact of the mill facilities to be
constructed by the Conpany under this Agreement, or

(c) Interruption which Is not the result of any willful or
negligent act or omission by the Conpany, such as power
failure, fire, sabotage, tenpest, war or acts of God

and not avoidable by reasonable effort or foresight, the Conpany
shall not be deemed In default under this Agreement and the time for
performance or observance of such term, condition, provision,
agreement, covenant or stipulation shall be extended by such
reasonable period of time as the Minister may specify In writing to
the Company.

GENERAL PROVISIONS

(1) The Minister may, by giving the Company ninety (90) days notice
in writing, cancel this Agreement when:

(a) <ny goods or chattels of the Company, having a value in
excess of S$Z,000,000.00, which are liable to distress, are
lawfully seized or taken In execution by a creditor of the
Conpany, and the Company has failed to take any legal
action” to contest the same within ninety (90) days after
such seizure or taking, or

(b) the Conpany makes any general assignment for the benefit of
its creditors or an assignment In bankruptcy or takes the
benefit of any Act In force for bankrupt or Insolvent
debtors, or

(c) the Conpany fails from time to time to observe or perform
any of the covenants, stipulations, term, conditions,
provisions and agreements required to be observed or
gerform_ed by the onfpany under this Agreement, and havm?
een given notice of such failure under paragraph 44 o
this Agreement, fails to remedy such failure within the
time allowed by the said paragraph for so doing, or any
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54,

extension thereof given by the Lieutenant Governor In
Council.

(2) Subparagraphs (1) (a) and (b) do not apply If a trustee for the
holders o~ receiver managers or the holders themselves of bonds,
debentures, or other securities of the Conpany exercises any
n%hts or remedies contained In any deed of trust or mortgage or
other agreement under which such bonds, debentures or other
securities are Issued or secured, Including but without
restricting the generality of the foregoing, the takin? of
possession by the trustee, receiver managers or the holders
themselves of the Conpany's Propertles and assets and the
oPeratmn or disposition thereot for the benefit of the holders
of the Conpany's bonds, debentures or other securities.

The Minister does not guarantee any quality or quantity of timber on
the forest management area.

No Inplled contract of any kind by or on behalf of either party shall
arise or be construed from anything contained In this Agreement and
the only rights, ptxers and privileges granted to the Company are
those contained In this Agreement.

T> Minister and the Compan) agree that the lines on the map shown In
Appendix  "A" hereunto annexed areIntended,  where those lines
outline areas that are yet unsurveyed, to be the survey lines of the
townships, sections, or half sections, as the case may be, that would
exist if such areas were surveyed under the system of township
surveys prescribed by the Surveys Act of Alberta and any amendments
or substitutions thereto.

The Coxpany shall comply with and observe all the provisions and
requirements of:

(a) the Forests Act as amended from time to time, and

(b) any Acts of the Legislature of the Province of Alberta In
force, or enacted hereafter from time to time, and as
amended from time to time, and

(c) any Regulation Inclusive of any amendments or substitutions
In force from time to time under any of the Acts referred
to In subparagraphs (a) and (b)

that anly to the Coxpany or to this Agreement either specially or
generally by express wording or by Implication.

The Coxpany shall during the term of this Agreement maintain  an
office In~ the Province of Alberta or obtain and maintain a
registration under the Business Corporations Act of Alberta, Its
regulations or as each may bhe amended from tine to time.

(1) Where any dispute arises between the parties to this Agreement
concerning the apglmanon or Interpretation of this Agreement
the dlsnute may be referred to arbitration pursuant to the
Arbltrat*  Act of Alberta but only upon the mutual agreement of
both parties.

(2) Where both parties do not agree to refer a dispute concerning
this Agreement to arbitration as provided In subparagraph (1),
the dispute shall be resolved by means of civil action before
the Courts of the Province of Albrrta.

(1) The Coxpany shall not assign th s Agreement or any of the rights
granted to K by this Agreement without the consent of the
Minister In writing and such consent may 1n his sole discretion
be withheld. here the Minister refuses consent to an
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59.

assignment, he shall advise the Conpany in writing of his
reasons for so refusing.

(2) Subparagraph (1) does not apply to:

(a) the bemployment of one or more contractors to cut and remove
timber;

(b) an assignment or transfer of this Agreement hy way of
mortgage or charge or the grant of a security interest In
this Agreement to lenders to or trustees for lenders in
connection with the construction and operation of the CTMP
mill or the additional CTMP mill as the case may be.

(c) an assignment or transfer to a person, firm or corporation
upon the sale or other disposition by or on behalf of
lenders to or trustees for lenders referred to In
subparagraph gZ)tb) In the course of realization or
enforcement of security against the mill facilities,
provided that any such assignment, transfer or other
disposition shall not be made withe t the consent of the
Minister In writing, such consent not to be unreasonably
withheld.

Any waiver by the Minister of the strict performance by the Company
of Its covenants or of any term, condition, stipulation, agreement or
provision under this Agreement is not binding upon the Minister
unless itls expressed 'In writing under the authority of the
Minister, and any such waiver or any extension of time granted by the
Lieutenant Governor in Council hereunder shall not abrogate such or
any covenant, term, condition, stipulation, agreement or provision
herein or constitute a waiver or extension of timeasto any
subsequent breach of the same or any other covenant, term, condition,
stipulation, agreement or provision herein.

The Conpanycovenants and agrees to observe, perform and keep all
covenants, terms, conditions, stipulations, agreements and provisions
herein on Its part to be observed, performed and kept and time shall
be and remain of the essence thereof and notwithstanding ang binding
waiver given by the Minister as referred to In paragraph 55 or any
extensions of time given by the Lieutenant Governor in Council under
this Agreement that thereby may affect the time for performing any
particular act, covenant, term, condition, stiFulation, agreement, or
provision of this Agreement herein, time shall remain of the essence
pertaining to all subsequent performance by the Conpany of any and
all acts, covenants, terms, conditions, stipulations, agreements and
provisions herein contained and to this entire Agreement.

The Conpanyassumes liability for and shall par all claims of the
Minister for all damages to any real or personal property other than
timber of the Crixn in right of Alberta caused by the Conpany, its
servants, agents, workmen and contractors in the course of the
exercise or purported exercise of its rights, powers and privileges
under this Aqreement, whether or not the damage so caused Is due to
the negligence of the Conpany, |Its servants, agents, workmen and
contractors, as the case may be.

The Conpanyshall keep the Minister Indemnified against all claims

and demands that may be made against the Minister by reason of
anything done by the Conpany, Its servants, workmen, agents, and
contractors on the forest management area in the exercise or
purported exercise of Its rights, povers and privileges under this
Agreement.

The Conpanyshall conply with the requirements of the Public Health

Act, the Clesn Air Act and the Clean Water Act of Alberta and as
amended from time to time and all other applicable provincial and

2.5"



federal legislation now or hereafter enacted and the regulations
Inclusive of any amendments or substitutions thereunder relating to
the control of air and water pollution.

60. Any notice required to be given under this Agreement shall be deemed
to be well and sufficiently given If delivered to the address set out
below or If mailed at any government post office In the Province of
Alberta by prepaid registered mall addressed as follows:

(a) to the Conpany:

Slave Lake Pulp Corporation
1200, 10707 - 100 Avenue
Edmonton, Alberta

TSJ 3HI

Attention: President

(b) to the Hinlster:

Minister of Forestry, Lands and Wildlife
Legislature Building

Edmonton, Alberta

T5K 287

or to such other address either party may from time to time Inform
the other party In writing, and any such notice shall be deemed to
have been received on the fourth business day after the ma||_|ng
thereof, or If delivered, when delivered; provided that If maile
should there be between the time of mailing and the actual receipt of
the notice a mall strike, slow down or other labour dispute which
might affect the delivery of such notice then such notice shall only
be effective If and when actually delivered.

61. This Agreement Is made subject to Its approval by the Lieutenant
Governor In Council.

62. This Agreement Inures to thebenefit of and Is binding upon Her
Majesty the Queen In Right of the Province of Alberta and Her
assi%ns, and the Coepany and Its successors and assigns If approved
by the Minister In accordance with the provisions of this Agreement.

63.  This Agreement shall be construed as having been made In the Province
of Alberta and the laws of the Province of Alberta shall be applied
in the event of any action or arbitration autually agreed to,
respecting any dispute arising from this Agreement, Its formulation,
Interpretation, and each and every other aspect pertaining to or
resulting from Its entire contents.
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Anrnni® » ] WHEREQF  the par&x of the first part executes this
greement under the haru of the Hinlster subscribed hereunder and the

. Jec?n™la,'t executes this Agreement b¥.subscribing h.reunder
t e signatures of Its dulr authorized corporate officers and by attesting
hereto Its lawful corporate seal this /y day of /9<n

Her Hajesty the Queen In Right of
Alberta
Witness Hinlster of FAestry, Lands and Wildlife

Slave Lake Pulp Corporation

Per:

Per: e






SLAVE LAKE PULP CORPORATION
FOREST MANAGEMENT AGREEMENT
APPENDIX "B"

"MAINTAIN OUR FORESTS" PROGRAMS

LOCATION PROJECT NAME

1 Frail Mits
2 Slimiran Oreek
CANADA/ALBERTA

Forisl lIninije PiO*el



SLAVE LAKE PULP CORPORATION
APPENDIX 'C*

CONIFEROUS QUOTA HOLDERS WITHIN THE FOREST HAHAGEHENT AREA
Alberta Energy Company Ltd.

Tomen Alberta Timber Industries Ltd.

Blssell Dros. Lumber Ltd.

Gordon Buchanan Enterprises Ltd.

WD Fore't Products Ltd.

Hiliar Western Industries Ltd.’

Yanderwell Contractors (1971)Ltd.

Yanderwell Holdings Ltd.

Zeidler Forest Industries Ltd.
CONIFEROUS QUOTA CERTIFICATES ISSUED WITHIN THE FOREST MANAGEMENT
AREA

Initial Forest Management Area

C7QS01003Z (North) CTQS0600D1
CTQS020005 CT0S060002
€TQS020008 CTQS060003
CT0S020031 CT88060005
€TQS020032 CTQS060006
CTQS020033 CTQS060008
Deciduous TimberReserve Area For Second Line
€T0S010008 CTQS010030
CTQS010026 CTQS010032
€7QS010028 CT0QS010035
€T0S010036

Where a quota listed In this Appendix Is merged with one or more
quotas, the new quota shall be deemed to be listed In Appendix "C*
for the purpose of paragraph 8(2) Ic) of this Agreement.
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SLAVE LAKE PULP CORPORATION
APPENDIX *0’

The coniferous and deciduous timber on the forest management area shall be
managed, harvested and reforested In accordance with the provisions of
this Agreement Including the following guidelines:

Timber stands In the forest management area shall be classified |In
accordance with the forest timber type classification wused In
undertaking the provincial Alberta Phase 3 Forest Inventory (ENR
Report No. 1/86 and Associated Reports) and as designated on timber
type maps produced by the Department of Forestry, Lands and Wildlife,
or such maps as are retyped and enhanced bY the Conpany using Phase 3
criteria or such criteria as may be nutually agreed on.

Stand Crown cover shall be classified as follows:

v | CROWN COVER

CODE DESCRIPTION CONIFEROUS DECIDUOUS
C Conlferous 80 - 100 0- 20
(60) Coniferous -

Deciduous 5 - 79 21 - 50
DC Oeclduous -

Coniferous 21 - 49 51 - 79
0(C) Oeclduous-

(Conl ferous) 11 - 2 80 - 89
0 Oeclduous 0- 10 90 - 100

All stands In the forest management area will be managed and
harvested In accordance with the following provisions:

(a) All C. CO and DC stands shall be Included In the coniferous land
base and managed for coniferous production. All 0, and 0(C)
stands containing a coniferous understorey which need to be
Included In the coniferous land base In order to maintain the
coniferous annual allowable cut shall also be managed for
coniferous production. Coniferous operations will have priority
In such stands. All stands managed for coniferous production
shall be reforested to coniferous stocking standards.

(b) All 0 and O(C) stands, with the exception of those Identified In
subparagraph (a), shall be managed for deciduous production and
reforested to deciduous stocking standards.

(c) The Company shall be allowed to harvest merchantable deciduous
trees from all stands which are to be managed for deciduous
production even If they contain a coniferous understorey,
provided, that damage to the coniferous understorey Is minimized
through harvesting techniques, recognizinP however, that the
Minister shall not require the use of Tlogging methods that
unreasonably Increase the logging costs of the Coapany.

(d) For the purposes of this Agreement, a coniferous understoray Is
the second storey of a two-storied stand where the C, CD,” DC,

DIC) and O understorey cover group IS two or more heiqht classes
lower than the overstorey of "the dominant and condomlnant trees
In a forest stand. For the purposes of Phase 3, each storey of
a two-storied stand 1s given an Independent cover type
description.
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(a) Where a coniferous quota  holder desires to harvest deciduous
timber located within an active conlfe-ius timber licence In the
forest management area, the coniferous quota holder shall be
required to make prior arrangements with the Company for the
harvest and removal of such deciduous timber.

(b) Harvesting and removal of deciduous timber by the coniferous
quota holder shall be subject to the approval of their annual
operating plan submitted pursuant to their active coniferous
timber licence.

Harvesting and removal of coniferous timber by the Company shall be
subject to the approval of their annual operating olan submitted
pursuant to this Agreement. The coniferous timber cut by the Company
will be made available In accordance with paragraph 21 of this
Agreement.

All deciduous timber cut by and for the Coirpany on the forest
management area shall be considered as production against the forest
management area unless the timber has been designated as quota
chargcable.



