Transmittal Memo - Via Hand Delivery
Date: july 24, 2003

To: Scott Brandt-Erichsen
Borough Attorney
Ketchikan Gateway Borough

To: H. Clay Keene
Keene & Currali
Counsel of Record — Gateway Forest Products, Inc.

From: John Peterson

Phone (207) 225-92401
Fax {?07) 225-5513

Re: Ketchikan Pulp Company: Settlement Agreement
Our File 21.037.906

Scott and Clay:

Herewith we deliver to each of you an executed original of the Agreement by and among KPC, the
Borough and GFP, nominally dated July 14, 2003. There are three executed originals of the
Agreement, each with the original signatures of Chris Paulson on behalf of KPC, Roy Eckert on behalf
of the Borough, and Jim Erickson on behalf of GFP. KPC is retaining the third original for its records.

Also enclosed is a copy of the Release and Indemnity Agreement for the turbinés and other supplies
and equipment in the turbine room area. Clay, this is the same document which I faxed to you

yesterday, when | also faxed it to Jon Sportsman. In case Dick Leary, Allyn, or both make contact

with you, they can execute this copy. Scott, please note that this also requires execution by Roy
Eckert and Harriet on behalf of the Borough.

If there are any questions or concerns, please Jet us know. We appreciate your cooperation.

Sincerely,
ZIEGLER LAW FIRM
By

]. W. Peterson
JWP:ce

enc:  (2)

TVAGAB ~ q\KGE-GFP T1wpd.wpd



AGREEMENT

This Agreement is entered into this _/_l!-_ Hé[ay of Ve / v, 2003, by and
between the Ketchikan Gateway Borough, Gateway Forest Products{ Inc., and Ketchikan
Pulp Company.

RECITALS

WHEREAS, Ketchikan Pulp Company sold its former pulp mill sits,
substantially all of its operating assets, and other real properties in or near Ward Cove,
Ketchikan, Alaska, to Gateway Forest Products, Inc. pursuant to the terms and conditions
of an Asset Purchase Agreement (“APA”™) dated November 3, 1999; '

WHEREAS, Gateway Forest Products, Inc. and Ketchikan Pulp Company
executed and delivered various Ancillary Agreements as part of the APA, including the
Aliocation of Environmental Responsibilities Agreement (Exhibit "F"), which set forth
the environmental liabilities retained by Ketchikan Pulp Company and those being
assumed by Gateway Forest Products, Inc., the terms and conditions of which were
incorporated by reference into the Easement and Declaration of Covenants Regarding
Allocation of Environmental Responsibilities (Exhibit "F-1"), both of which thereafter
were incorporated by reference into the Quitclaim Deed, recorded in the Ketchikan
Recording District on November 5, 1999 at Book 306, Page 72, effectuating the transfer

of assets and real property from Ketchikan Pulp Company to Gateway Forest Products,
Inc. as contemplated by the APA;

WHEREAS, Gateway Forest Products, Inc. unsuccessfully attempted to
reorganize under Chapter 11 of the Bankruptcy Code and now is in default of its payment
obligations to both Ketchikan Pulp Company and the Ketchikan Gateway Borough;

WHEREAS, Gateway Forest Products, Inc. granted Ketchikan Pulp Company an
Easement For Landfill Qutfall which was recorded as Document No. 2002-001755-0 on
April 30, 2002;

WHEREAS, the parties may disagree with respect to the validity and
applicability of the Environmental Allocation Agreement and the Environmental
Allocation Easement, insofar as cerfain parcels of real property are concerned, the
purpose of this Agreement is to fully and finally resolve any and all related disputes; o
facilitate redevelopment of properties in the Ward Cove area; to remove asbestos from
certain structures situated on USS 1056, Lot 3; and to provide for the orderly transfer to
the Ketchikan Gateway Borough of certain properties currently owned by Gateway
Forest Products, Inc. and Ketchikan Pulp Company;

WHEREAS, the parties further desire to modify the terms of the Environmental

Allocation Agreement and the Environmental Allocation Easement, and to otherwise
resolve certain issues outstanding between them; and

Apreement 1



WHEREAS, capitalized terms shall be consirued by reference to the definitions

or explanations given in this Agreement, including the Recitals, the text, and the
Definitions section;

NOW THEREFORE, in consideration of the mutual promises, covenants, and
conditions set forth herein, the parties hereby agree as follows:

TERMS AND CONDITIONS

1. Parties and Scope.

(a) Except as otherwise specifically provided in this Agreement, the term
“Borough” means and refers to the Ketchikan Gateway Borough, a municipal corporation
organized pursuant to the laws of the State of Alaska, Where the term "Borough Entities"
is utilized, it means and refers to the Borough, as well as its successors, heirs, and
assigns, and also includes its employees, agents, contractors, imvitees, licensees,
representatives, permittees, joint venturers, instrumentalities, port anthorities, any third
party contractually related, directly or indirectly, other than Ketchikan Pulp Company
and Gateway Forest Products, Inc., io the Borough, as well as their heirs, successors and
assigns.

(b)  Except as otherwise specifically provided in this Agreement, the term
“Gateway” means and refers to Gateway Forest Products, Inc., an Alaska corporation.

: ~ (¢)  Except as otherwise specifically provided in this Agreement, the term
“KPC” means and refers to Keichikan Pulp Company, a Washington corporation.

(d) Notwithstanding the foregoing, the respective successors, heirs, and
assigns of the Ketchikan Gateway Borough, Gateway Forest Products, Inc., and
Ketchikan Pulp Company, shall be relisved of their obligations to comply with this
Agreement to the extent snch party no longer holds any interest in the Borough Property;
provided, however, that any such party's responsibility and Hability for acts and
omissions occurring during the period in which that party held any ownership, leasehold,
or other interest in the Borough Property (and any party's rights to payment,
reimbursement, indemnification, release, or a defense regarding the same) shall survive
such transfer. Nothing in this subsection shall diminish or relieve the obligations or
liabilities of the Ketchikan Gateway Borough, Gateway Forest Products, Inc. or
Ketchikan Pulp Company from the obligations of this Agreement.

2. Definitions.

The terms used in this Agreement shail have the following meanings, which are to
be equally applicable to both the singuiar and plural forms of the terms defined. All
documents and plats referred to as filed, recorded, or both, are on file in the Ketchikan
Recording District, First Judicial District, State of Alaska:
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"Borough Property" means the following parcels of property, all of which

are located in or near Ketchikan, Alaska. All references to Borough
Property shall mean and include all fixtures, structures, facilities, and
improvements upon such parcels and property, as well as all waier rights
and other appurtenant rights:

@

The "Ward Cove Parcels":

All of ALASKA TIDELANDS SURVEY NO. 1 (CR 745 S0E),
according to the marecorded plat thereof, (mistakenly recorded in the
Juneau Recording District as Plat No. 292);

Lot 3, Gateway Subdivision, within U.S. Survey 1056 (H.E.S.)
according to the plat thereof filed August 14, 2000 as Plat No. 2000-
41,

That portion of U.S. Survey 1056, lying northerly of the northerly
boundary of North Tongass Highway, being adjacent to U.S. Survey
2923 and comprised of 5.16 acres;

U.S. Survey 1706;
The Unsubdivided Remainder of U.S. Survey 1754;

That portion of U.S. Survey 1862, more particularly described as
follows: Beginning at U.S. Land Mark No. 2; thence North 32°27
West a distance of 155.5 feet to Comer No. 1 of U.S. Survey 1862
and the true point of beginning of the portion herein described;
thence North 0°25' West a distance of 515 feet, more or less, fo 2
point on the South Right of Way line of North Tongass Highway,
which point is 50 feet from the center line of said highway and at
right angles to Engineers Station 299+50; thence along that portion
of a spiral curve to the left whose chord bears Scuth 24°3(0" East a
distance of 114.65 feet; thence along the arc of 2 527.46 foot radius
curve the long chord of which bears South 36°35' East a distance of
126.14 feet; thence along a spiral curve whose chord bears South
51°21" Bast a2 distance of 210.05 feet; thence South 55°27' East a
distance of 316.97 feet; thence South 34°33' West a distance of 50
feet; thence South 55°27' East a distance of 137.00 feet; thence
South 88°00" West a distance of 535 feet more or less along Meander
Line No. 11 of U.S. Survey 1862; thence North 29°30"' West a
distance of 155.50 feet along Meander Line No. 12 of U.S. Survey
1862 to Comer No. 1, which is the point of beginning;

ALSO: That portion of U.S, Swvey 1862 lying with the North
Tongass Highway Right of Way as created by a deed dated April 1,
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(i)

(tii)

(iv)

1949 and recorded in Volume "W" of Deeds at Page 362, Ketchikan
Recording District, First Judicial District, State of Alaska, and as
conveyed to Ketchikan Pulp Company by Quitclaim Deed recorded
July 27, 1988 in Book 158 at Page 588;

U.S. Survey 2090;

That certain portion of U.S. Survey 2923, more particularly de-
scribed as follows: Beginning at the northerly comer of the Crawford
Tract, otherwise known as Comer No. 2 of U.S. Survey 2923; thence
Sonth 55°45" East along the northeasterly boundary of the Crawford
Tract a distance of 863.37 feet; thence South 89°33' West a distance
of 709.81 feet, more or less, to a point on the westerly boundary of
the Crawford Tract; thence North 0°27' West along the westerly
boundary of the Crawford Tract a distance of 491.50 feet, more or
less, to the point of beginning;

Tract 3004, Lot 1; and
Alaska Tidelands Survey Na. 439.

The “Pipeline Access Road Parcel” The term “Pipeline
Access Road Parcel” means and refers to Lot 1, Sec. 34, T.
748., R.90E., CR.M., a diagram of which is attached
hereto as Exhibit "A" to Appendix “1”.

The "KPC Landfill Periphery Parcel": The term "KPC
Landfill Periphery Parcel" means and refers to Lot 1, Tract

3004, according to the plat filed November 28, 2000 as Plat
2000-73.

The "Dam and Pipeline Parcels”: The term "Dam and
Pipeline Parcels" refers to U.S. Survey 3400 and U.S.
Survey 3401.

"Costs" means, with respect to Remediation and Investigation activities,
actual reasonable expenditures, including but not limited to, reasonable
attorneys' fees and defense costs, contractor costs, consultant costs,
governmenial oversight costs and other necessary expenditures.

"Environmental Allocation Aereement" or "Exhibit "F." means the

Allocation of Environmental Responsibilities Agreement;

"Environmental Allocation Easement” or “Exhibit "F-1." means the
Easement and Declaration of Covenants Regarding Allocation of
Environmental Responsibilities;
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"Environmental T.aws" means all State of Alaska, local, and federal laws,
statutes, regulations, and ordinances of any kind relating to environmental
protection or compliance as they curently exist and as they may come to
be amended, including but not limited to, the federal Clean Water Act;
Clean Air Act; Toxic Substances Control Act; Comprehensive
Environmental Response, Compensation and Liability Act; Resource
Conservation and Recovery Act; Federal Insecticide, Fungicide, and
Rodenticide Act; Safe Drinking Water Act; Hazardous Materials
Transportation Act; laws designated in Alaska Statutes Title 46; and
common law, including causes of action arising in tort.

"Excess Water Option Agreement" means the Option Agreement to
Purchase Excess Water, recorded in the Ketchikan Recording District on
November 5, 1999, at Book 306, Page 160 (APA Exhibit "H-3");

"Foothill" means Foothill Capital Corporation, the entity which loaned
Gateway some of the monies necessary to acquire the KPC assets and to
complete construction of the veneer mill.

"Hazardous Substances” means substances which constitute hazardous
substances under either the Comprehensive Environmental Response,
Compensation Liability Act or under AS 46.03.822.

"Institutional Controls" means the Environmental Protection Easement
and Declaration of Restrictive Covenants in favor of the State of Alaska,
Department of Natural Resources, recorded on October 28, 1999, at Book
305, page 772 in the Ketchikan Recording District, and such other
measures, controls, limitations, prohibitions, procedures, or protocols that
the United States Environmental Protection Agency ("EPA"), the Alaska
Department of Environmental Conservation ("DEC") or the Alaska
Department of Natural Resources ("DINR") requires in order to maintain
the integrity of a remedial or removal action or prevent a release or
threatened release of a Hazardous Substance.

"nvestigation or Investigatory" means actions to assess the nature and
extent of Hazardous Substances contamination, inciuding sampling and
other necessary activities.

"Tosses" means all known and unknown claims, causes of action,
liabilities, payment requests or demands, losses, costs, expenses
(including, without limitation, reasonable attorneys’, experts®, and other
consultants’ fees), penalties, fines, equitable relief, and damages.

"Mud Bight Tidelands [.ease" means the KPC Alaska Tidelands Lease
serialized by the State of Alaska, Department of Natural Resources, as
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Tidelands Lease ADL 34507, that is applicable to the property identified
as ATS No. 698, Tract B, which was assigned by KPC to Gateway, but
which the State of Alaska refused to transfer because of new log storage
permitting regulations, resulting in its retention by KPC.

"Office and Hangar Tease" means the Office and Hanpar Lease
Agreement, executed on November 3, 1999 and attached at Tab 5 to the
APA, and for which a memorandum of lease for the office space was
recorded November 15, 1999 at Book 306, Page 503 and a memorandum

of lease for the hangar was recorded on November 12, 1999 at Book 306,
Page 406.

"Plant Systems ¥asement" means that certain agreement recorded
November 5, 1999 at Book 306, Page 990 (APA Exhibit "H-1"), as
amended by the following:

- Amendment to Plant Systems Easement, recorded December 15,
2000, at Book 319, Page 360.

- Second Amendment to Plant Systems Easement, recorded January
3, 2001, at Book 320, Page 421.

"Remedijation" means actions to remove, clean up, treat, or dispose of
Hazardous Substances from the environment, including but not limited to,
actions which may be necessary to prevent, minimize, or mitigate damage
to the public health or welfare or to the environment from a release or
threatened release of a Hazardons Substance.

Subdivisions: Some portions of the Borough Property are the subject of
either current subdivisions or ones to be recorded afier the effective date
of this Agreement. The properties which are the subject of such
subdivision may be referenced in this Apreement with the description
thereof as it currently exists or as it will as a result of such subdivision.
These subdivisions are referred to as follows:

) The term “No. 1 Subdivision” means and refers to Gateway
Subdivision No. 1, a subdivision of U.S. Survey 1056, which
created USS 1056, Lots 1, 2, and 3, according to the plat thereof
filed and recorded on the 14 day of August, 2000 as Plat No. 2000-
41.

(i) The term *“No. 2 Subdivision” means and refers to Gateway
Subdivision No, 2, a subdivision of Lot 3 within U.S. Survey 1056,
which will create USS 1056, Lot 3-A, and re-name the remainder
of USS 1056 as Tract A, approved by the Keichikan Gateway
Borough Planning & Zoning Commission on October 9, 2001.
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(iii) The term “No. 3 Subdivision” means and refers to Gateway
Subdivision No. 3, a subdivision of USS 1056, Tract A and ATS-
1, Exhibit A, which will create USS 1056, Lot 3-B, and ATS-1,
Lots A, B, C. and D, approved by the Ketchikan Gateway Borough
Planning & Zoning Commission on February 12, 2002.

"Ward Cove Axea" means the water body commonly known as Ward
Cove, including marine waters to the ordinary high water mark and
sediments underlying such waters, and also means the surface and
subsurface areas of those portions of U.S. Surveys 1056, 1208, 1508,
1653, 1656, 1659, 1706, 1754, and 1862 lying seaward of the North
Tongass Highway, and the filled portions of ATS-1, inclnding amy
structures or other improvements located thereon.

"Ward Cove Consent Decree" means the consent decree with the EPA and
the U.S. Department of Justice entered by the U.S. District Court for the
District of Alaska: CERCLA Remedial Design/Remedial Action Consent
Decree, United States vs. Gateway Forest Products, Inc., Ketchikan Pulp
Company, & Louisiana-Pacific Corporation, Case No. A00-225 CV
(JKS).

"Ward Cove Landfills" means the industrial landfill which KPC owns and
operates upon Lot 2, Tract 3004, Dawson Point Subdivision, according to
the plat thereof filed November 28, 2000 as Plat 2000-73.

"Water Rights Agreement" means the Associated Real Property and Water
Rights Agreement, recorded November 5, 1999 at Book 306, Page 84
(APA Exhibit "H"). '

"Water Use Site Easement" means the Waier Use Site Easement, recorded
November 5, 1999, at Book 306, Page 125 (APA Exhibit "H-2"), as
amended by the following:

Amendment to Water Use Site Easement, recorded December 12, 2000, at
Book 319, Page 250.

"Water Use Site Option Agreement” means the Option Agreement to
Purchase Water Use Site, recorded November 5, 1999, at Book 306, Page
149 (APA Exhibit "H-4"), as amended by the following:

Amendment to Option Agreement to Purchase Water Use Site, recorded
December 12, 2000, at Book 319, Page 258.



All of the definitions provided in the Recitals are incorporated herein by reference as
though fully set forth, and all of the definitions provided anywhere in this Agreement,
including the Recitals and the text, shall constitute binding terms of this Agreement.

3. Property Covered.

(a) This Agreement applies to the Borough Property, more fully described in
Section 2(a), which are the property interests the Borough has or is expected to receive,
whether by foreclosure or otherwise, from Gateway, Foothill, or KPC. However, except
as otherwise expressly provided, to the extent the Borough does not acquire any of the
property interests, the terms of this Agreement shall not apply.

(b)  The obligations of a future holder of any interest in a parcel or area of real
property set forth in Section 2(a), or a portion thereof, shall be limited to the parcel, area,
or portion held by such party and shall not be interpreted to create liability for other
parcels or areas not held by such party.

4. Environmental Allocation Agreement Amnd Environmental Allocation
Easement Superseded.

-(a)’ The Environmental Allocation Agreement and Environmental Allocation
Easement cumrently apply to the following parcels:

@) All of ALASKA TIDELANDS SURVEY NO. 1 (CR 74S 9S0E),
according to the unrecorded plat thereof, (mistakenly recorded in the
Juneaun Recording District as Plat No. 292), except Exhibit “C-2";

(i) Lot 3, Gateway Subdivision, within U.S. Survey 1056 (H.E.S.)
according to the plat thereof filed August 14, 2000 as Plat No. 2000-
41;

(i} That portion of U.S. Survey 1056, lying northerly of the northerly
boundary of North Tongass Highway, being adjacent to U.S. Survey
2923 and comprised of 5.16 acres;

@v) U.S. Survey 1706;
(v)  The Unsubdivided Remainder of U.S. Survey 1754;

(vi) That portion of U.S. Survey 1862, more particularly described as
follows: Beginning at U.S, Land Mark No. 2; thence North 32°27'
West a distance of 155.5 feet to Corner No. 1 of U.S. Survey 1862 and
the true point of beginning of the portion herein described; thence
North 0 25' West a distance of 515 feet, more or less, to a point on the
South Right of Way line of North Tongass Highway, which point is 50
feet from the center line of said highway and at right angles to
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Engineers Station 299+50; thence along that portion of a spiral curve
to the left whose chord bears South 24°30" East a distance of 114.65
feet; thence along the arc of a 527.46 foot radius curve the long chord
of which bears South 36935 East a distance of 126.14 feet; thence
along a spiral curve whose chord bears South 51°21' East a distance of
210.05 feet; thence South 55°27' East a distance of 316.97 feet; thence
South 34°33' West a distance of 50 feet; thence South 55°27' Fast a
distance of 137.00 feet; thence South 88°00' West a distance of 535
feet more or less along Meander Line No. 11 of U.S. Survey 1862;
thence North 29°30"' West a distance of 155.50 feet along Meander
Line No. 12 of U.S. Survey 1862 to Comer No. 1, which is the point of
beginning;

ALSOQ: That portion of U.S. Survey 1862 lying with the North
Tongass Highway Right of Way as created by a deed dated April 1,
1949 and recorded in Volume "W" of Deeds at Page 362, Ketchikan
Recording District, First Judicial District, State of Alaska and as
conveyed to Ketchikan Pulp Company by Quitclaim Deed recorded
Juty 27, 1988 in Book 158 at Page 588;

U.S. Survey 2090;

That certain portion of U.S. Survey 2923, more particularty described
as follows: Beginning at the northerly corner of the Crawford Tract,
otherwise known as Comer No. 2 of U.S. Survey 2923; thence South
55°45' East along the northeasterly boundary of the Crawford Tract a
distance of 863.37 feet; thence South 89°33' West a distance of 709.81
feet, more or less, to a point on the westerly boundary of the Crawford
Tract; thence North 0°27' West along the westerly boundary of the
Crawford Tract a distance of 491.50 feet, more or less, o the point of
beginning; and

Tract 3004, Lot 1.

(b) This Agreement and the accompanying Environmental Easement and
Covenants ("Borongh Easement"), the form of which is attached hereto as Appendix "1,"
shall supersede and replace the Environmental Allocation Agreement and Environmental
Allocation Easement with respect to any parcel or parcels of the Borough Property listed
in subsection (&), when the Borough takes title and the Borough Easement is executed

and recorded.

(¢) This Agreement and the Borongh Easement shall not affect the
applicability of the terms and conditions of the Environmental Allocation Agreement or
Environmental Allocation Easement as to any real property other than any parcel or
parcels to which the Borough has taken title.
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(d) The Borough Easement shali be executed and recorded onty after the
Borough obtains title to the Borough Property, whether by foreclosure or otherwise, but
shall be subject only to the Borough's tifle, including all reservations, easements and
restrictions of record.

5. Applicability of the Borough Easement,

(a)  Once fitle to any one or more parcels of Borough Property set forth in
Section 2(a) is taken by the Borough, the Borough shall execute and deliver to XPC in
recordable form, an easement in substantially the same form as Appendix "1."

(b) ATorm of Easement and Covenant Vacation, removing the Environmental
Allocation Agreement and the Environmental Allocation Easement, to be utilized only as
and when the Borough obtains title to one or more parcels of the Borough Property, is
attached as Appendix "2." KPC, Gateway and the Borough shall execute and record the
Easement and Covenant Vacation contemporaneous with their execution and recordation -
of the Borough Easement; provided, however, that once Gateway no longer is the owner
of a parcel, or a portion of any parcel, of the Borough Property, its agreement no longer
shall be necessary to wvacate the Epvironmental Allocation Agreement and the
Environmental Allocationr Easement with respect to that parcel or portion.

6. Governmental Easement Unaffecied.

This Agreement shall not be interpreted to diminish the rights of the State of
Alaska or the United States under that certain Environmental Protection Easement and

Declaration of Restrictive Covenants recorded in the Ketchikan Recording District on
October 28, 1999 at Book 305, Page 772.

7. ‘Ward Cove Sand Cap.

{(a)  The Borough agrees to application of the covenants, which are set forth in
Appendix “1” hereto, relating to the cap or capping materialg that have been applied to
the sediments of Ward Cove pursuant to the provisions of the Ward Cove Consent Decree
(“Sand Cap™).

(b)  While the Borough. or any of its instrumentalities, for example a port
authority, owns any portion of Alaska Tidelands Survey No. 1, the Borough further
covenants and agrees that it shall be liable for any damage to the Sand Cap arising out of
the acts or omissions of the Borough, its employees, agents, contractors, lessees, invitees,
licensees, representatives, permittees, joint venturers, instrumentalities, port authorities,
or any third party confractually related, directly or indirectly to the Borough, other than
KPC and Gateway; provided, however, that the Borough shall not be responsible or liable
for damage to the Sand Cap to the extent such damage results from the activities or
operations of KPC, its agents, servanis, employees, officers, directors, partmers,
principals, shareholders and contractors.
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(©) The Borough agrees to impose appropriate coniractual requirements and
port use regulatory provisions regarding the capping materials on parties with which it
does business, consistent with the requirements imposed in accordance with the terms of
A.PPBIIdi.X "1."

(d) EKPC agrees that this Agreement does not diminish, or shift to the
Borough, KPC’s responsibility to monitor, at KPC’s cost, the Ward Cove Cap, as set
forth in the Ward Cove Consent Decree and in the Long Term Monitoring and Reporting
Plan for Sediment Remediation in Ward Cove prepared by Exponent or any remediation
which may be required as a result.

8. Imstitutional Controls.

(8) The Borough Entities agree that they will adhere to and comply with, at
their expense, any and all Institutional Controls which apply to the Borough Property.
Further, the Borough Entities agree that they will comply with future Institutional
Controls which may become applicable to the Borough Property as a result of EPA, DEC,
or DNR imposed limitations. The Borough shall have the right to seek modification of
existing or future Institutiona! Controls. Any such amendment to Institutional Controls,
or future limitations which relax restrictions imposed on the Borough Property, or which
would result in costs assessed against, or otherwise adversely affect KPC, shall not be
negotiated without KPC's participation. The Borough Entities will not seek payment or
damages from KPC for the cost of implementing these Institutional Controls or for any
resulting diminution in value of any such parcels.

(b) For each parcel or area comprising the Borough Property, the Borough
Entities shall only be obligated to comply with the existing or new Institutional Controls
that are applicable to such parcel or area.

(¢) Inthe event that any governmental entity seeks to ¢ompel KPC to impose
Institntional Controls on the Borough Property, KPC promptly will notify the Borough
and tender to the Borough the right to conduct the requisite negotiations, subject o the
limitations of this section. The Borough will grant KPC the opportunity to participate in
those proceedings. Under no circumstances, however, shall this section be interpreted to
require the Borough or KPC to indemnify the other for any costs of Remediation.

(d) The Borough agrees to impose, upon the Borough Entities, appropriate
contractual requirements regarding adherence to and compliance with, at their expense,
any Institutional Controls, consistent with the provisions contained in this section.

9. Government Oversight Costs.
()  The parties acknowledge that the Ward Cove Consent Decree requires that
governmental oversight costs must be paid if governmental oversight is required in

connection with the Borough Property. The parties agree that each shall be responsible
for any governmental oversight costs that may be assessed by appropriate government
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agencies for obligations or liabilities allocated to each party under this Agreement,
attributable to inquiries or operations that any of them have initiated or conducted or
which may occur in the future. Each party shall further be liable for such costs when
caused by inquiries or operations of: third parties which have been, or will be, doing, or
seeking to do, business with or at the direction of a party; a past or prospective purchaser
or lessee; or a third party objecting to past, current or proposed activities, uses or
operations of a party or its permittees. For example, KPC would be responsible for
oversight costs related to fufure remediation in Ward Cove arising from newly discovered
contarnination attributable to operations during its ownership. Similarly, the Borough
would be responsible for oversight costs associated with future development or other
operations at Ward Cove.

(b) In the event of any disagreement between the parties as to whether a
particular governmental oversight cost is properly attributable to KPC, the Borough,
Gateway, or should be shared in some manner between them, the parties agree that they
shall jointly provide copies of this Agreement and any related relevant instruments to and
solicit the opinion of that government agency with respect to responsibility for the
oversight costs. The opinion of the government agency shall be deemed presumptively
correct. Any party seeking to allocate responsibility differently than the agency shall
have the burden of proof on that issue. Under no circumstances, however, shall this

section be interpreted to require the Borough or KPC to indemnify the other for any costs
of Remediation.

10.  Disclosure of Environmental Conditions by KPC to Borough.

(a) Ketchikan Pulp Company has conducted an inquiry concemning
environmental conditions at the Borough Property. To the best of KPC's knowledge, as
defined under AS 45.01.201(28), it has disclosed to the Borough all material information
concerning the environmental conditions at the Borough Property which arose prior to
KP(C's sale of the Borough Property to Gateway.

(d) KPC has provided the Borough the following information concerning
known environmental conditions with respect to the Borough Property:

(i) Ttems set forth in a letter from Donna Willard to Cabot Christianson
dated September 28, 2001, including the Schedule of Exceptions
attached to the APA,;

(i) Items provided by John Peterson as set forth in his lefter to Cabot
Christianson dated October 2, 2001;

(iii) Information provided to Borough consultant Ray Bloom set forth in
the letter from Chris Paulson dated October 17, 2001;

(iv)  Four boxes of site characterization and other associated documents, a
listing of which was included, developed by Exponent and PTI
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Environmental Services under the Ward Cove CERCLA process
overseen by EPA and DEC, which were shipped via Alaska Airlines
Goldstreak along with a cover letter from John Peterson to Cabot
Christianson dated December 17, 2001, as well as two indices entitled
"Uplands Operable Unit" and "Marine Operable Unit;"

(v) A synopsis prepared by KPC, and set forth in a letter from John
Peterson to Cabot Christianson dated January 4, 2002, as well as the
enclosures, including the one titled “Overview, Characterization
Activities Associated with the Former Ketchikan Pulp Company Site,”
prepared by Exponent (December 2001);

(viji The ALTEC Report transmitted to Cabot Christianson and Scott
Brandt-Erichsen, \rja Federal Express, on December 22, 2001; and

(vi) Information provided to Scott Brandt-Erichsen in and with the
February 20, 2002 letter from John Peterson, relating to the dam,
pipeline and water rights.

(¢) The Borough has had ample opportunity to review the information
provided by KPC, as listed above, as well as to seek the advice of counsel and third-party
consultants. The Borough also has had sufficient time fo inspect the Borough Property
and to confer with appropriate agency officials concerning its regulatory history. The
Borough is entering into this Apreement in reliance upon its own due diligence, in
addition to KPC’s representations set forth herein.

(d) Except as provided In Section 19(b) and (h), if KPC agrees, or a court
finds, (i) that KPC breached the representation in subsection (&) above by failing io
disclose to the Borough material information conceming comtamination attributable to
KPC's operations at the Borough Property of which the Borough does not otherwise have
knowledge, as defined under AS 45.01.201(28), prior to entering into this Agreement; or
(ii) that subsequently discovered, undisclosed contamination arising from KPC's
operations is found to exist, and if the Borough Entities are subject to a final agency
directive or order that they are respomsible for investigating or remediating -such
contamination, then KPC agrees that it will, at its option, either remediate or pay for the
-remediation of such contamination to the regulatory cleanup standards then applicable
and in force. However, nothing herein shall be interpreted to lumit KPC's ability to
request adjudication or otherwise to challenge the nature or scope of Investigation or
Remediation activities sought by any agency.

()  The Borough Entities agree that such Remediation shall be the sole and
exclusive remedy for any KPC liability, established pursuant fo the provisions of
subsection (d), and that the Borough Entfities shall be preclnded from seeking any other
damages or equitable relief, including compensatory damages, consequential damages,
lost income, and any other expenses, costs, or losses. The limitation on the Borough
Entities’ remedies in the preceding sentence shall apply onty if KPC diligently pursues
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the required Investigation and Remediation activities, and KPC does not unreasonably
delay such activities or unreasonably interfere with the Borough Entities’ use of the
Borough Property.

11.  Environmenial/Real Property Release by the Borough and Subsequent
Buyers.

(a)  For purposes of this section only, Ketchikan Pulp Company shall mean
and inclnde the corporation and its agents, servants, employees, officers, direciors,
partners, principals, and shareholders, as well as all of their insurance companies and
contractors ("KPC Releasees").

()  Except as otherwise provided in this Agreement, the Borough hereby
releases, forever discharges, and covenants not to sue the KPC Releasees with regard fo
any and all Losses, whether past, present, or future, arising out of or in any way related to
the Ward Cove Area and the real property interests, together with any improvements
situated thereon, which are identified in Section 2(a) hereof, including: (1) any
environmental claims for conditions which have been discovered or disclosed as
described in Section 10, whether arismg under CERCLA, 42 U.S.C. § 9601 et seq.;
RCRA, 42 US.C. § 6901 ef seg.; AS 46.03.822; or any other avthority; and (2} any and
all other known and unknown claims and causes of action, whether arising under statute,
contract, common law, tort, or any other law or legal theory (the "Release").

© The parties further covenant and agree that the provisions of this
Agreement supersede and replace the environmental provisions contamed in the loan
agreement and the assipnment and assumption agreement, both dated June 14, 1999, and
that certain deed of trust dated December 13, 1999, recorded December 21, 1999 at Book
307, Page 629, Records of the Ketchikan Recording District, First Judicial District. The
Release also shall extend, without limitation, to all Losses, whether attributable io KPC,
Gateway, or otherwise, arising out of, or in any manner related to, the Environmental
Allocation Agreement, the Environmental Allocation Easement, or both, or to the
environmental obligations set forth in any one or more of the following: (1) Agreement
For Loan dated June 14, 1999; (2) Agreement For Assignment, Assumption and Release
dated June 14, 1999; and (3) the Deed of Trust daied December 13, 1999 and any
amendments thersto.

(d) The Borough acknowledges and agrees that it is familiar with the
decisions of the Alaska Supreme Court in Witz v. Watkins, 579 P.2d 1065 (Alaska 1978);
Schmidt v. Lashley, 627 P.2d 201 (Alaska 1981); and Mitchell v. Mitchell, 655 P.2d 748
(Alaska 1982), and that it has contemplated the possibility that new facts may
subsequently be discovered which may affect its rights to relief, and that, except as
otherwise provided in this Agreement, it nevertheless 1s the Borough’s intention to fully
release and forever discharge the KPC Releasees and Gateway with regard to any and all
known and unknown Losses arising out of or in any way related to the matters described
herein.
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(&)  The Borough further acknowledges and agrees that it is familiar with the
decision of the Alaska Supreme Court in Young v. State, 455 P.2d 889 (Alaska 1969), and
that it nevertheless intends to fully release all individuals, firms or corporations who
could at any fuiure date be possible defendants in any action arising out of or in any way

related to the matters set forth, as fully as though they were specificaily listed and named
herein.

(3] The Borough specifically renounces and releases any right it may now or
hereafier have to reform, rescind, modify, or set aside this Release because of mutual or
unilateral mistake. The risk of mistake is hereby assumed by the Borough. It is further
acknowledged and agreed that no representation, promise, or inducement, other than
those specifically expressed in this Agreement, has been made to secure this Release.

(8) The Borough acknowledges and agrees that it has had an adequate
opportunity to consult with counsel of its own choosing and to review all of the terms and
conditions herein, and that this Release is entered into without haste and without any
disparity of bargaining power.

(h)  The Borough agrees that it shall contractually require its snccessors, heirs,
and assigns . to affirmatively accept and be bound by the terms of this Agreement. To
that end, the Borough shall include the following language in any lease, sale, or
conveyance of any interest in all or part of the Borough Property and shall contractually
require any successor, heir, or assign to impose such language in future Jeases, including
amendments thereto, sales, and conveyances:

[Name of lessee, purchaser, or interest holder] in firther consideration
for, and as a condition to, this Agreement, hereby agrees that the real property
interests it hereby is acquiring from the Borough, whether by deed, lease, deed of
trust assignment or release, or otherwise, are subject to the same limitations and
conditions as the omes applicable to the Borough which are set forth in that
certain agreement dated a copy of which is attached hereto and is
incorporated by reference as though fully set forth. In particular, all releases,
waivers and limitations on claims against Ketchikan Pulp Company, its agents,
servants, employees, officers, directors, partners, principals, shareholders, or any
of their insurance companies and contractors, including but not limited to
environmental claims, whether arising inder CERCLA, 42 U.S.C, § 9601 et seq.,
RCRA, 42 US.C. § 6901 et seq.; AS 46.03.822; or otherwise, as they now exist
or hereafter may be amended, to which the Borough concurred, are hereby agreed
to be applicable and in full force and effect.

Further, the parties to this Agreement agree that Ketchikan Pulp
Company, its shareholders, successors, heirs and assigns, are third party
beneficiaries of this Agreement and any future agreements concerning the

property.
[Name of lessee, purchaser, or inferest holder] HEREBY AGREES

THAT LANGUAGE IDENTICAL TO THE PREVIOUS TWO PARAGRAPHS
SHALL BE INCORPORATED INTO ANY FUTURE LEASE, SALE, OR
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CONVEYANCE OF ANY INTEREST (INCLUDING DEEDS OF TRUST) IN
ALL OR PART OF THIS PROPERTY.

Furthermore, the Borough agrees that, in the event it releases all or a portion of its
security interests set forth in that certain deed of trust executed by Gateway on
April 16, 2001, which was recorded on April 17, 2001 at Book 324, Page 395,
without taking title to the property thereby encumbered, the foregoing language
likewise shall be inciuded as a condition to any such release.

12.  NPDES Permit and Outfall Pipe 001.

(a)  The Borough agrees that it will maintain the Plant Pipeline System and
Discharge System, to and through outfall pipe 001 and associated facilities, including any
replacement or alternative discharge pipe or conveyance that is the functional equivalent
of outfall 001, identified in NPDES Permit AK-000092-2 ("Outfall 001"), in good
working order and im a condition sufficient to accommodate existing and future
wastewater discharges associated with the Ward Cove Landfills.

(b)  Throughout the period during which water from Connell Lake is required
by NPDES Permit AK-00092-2 ("Permit"} to be discharged through Outfall 001, the
Borough shall use its best efforts to maintain a flow of approximately 2.0 to 2.2 MGD of
water through the pipeline. The Borough furthermore agrees that KPC shall have the first
priority right to use and discharge up to 2.2 MGD of water, leachate and other effluent to
and through Outfall 001.

(¢)  The Borough and KPC have agreed to a cost sharing formula equitably
-allocating the associated expenses of the Permit, which is set forth in Appendix "3" to
this Agreement. This formula will remain in force until KPC obtains its own NPDES
permit and completes construction of its own outfall, at which time the cost sharing and
the duties set out in subsections (a) and (b) shall terminate.

13. Easement for New Outfall,

(a) KPC is in the process of obtaiming a new NPDES permit pursuant to
which a separate outfall for the Ward Cove Landfills will be constructed. An easement
for that purpose was granted by Gateway and recorded on April 30, 2002 as Document
2002-001755-0 ("New Outfall Easement"). In conjunction therewith, Gateway and the
Borough have commenced, and will diligently pursue, the process necessary to modify,
amend, or have reissued the current NPDES permit governing Outfall 001. If accepted
by the issuing agency, the Borough will be named as permittee.

- (b) In the pending foreclosure litigation entitled Foothill Capital Corporation
vs. Gateway Forest Products, Inc., et al, Case No. A02-275-CV (RRB), being
prosecuted by Foothill on behalf of the Borongh, the Borough shall cause Foothill to
execute a subordination apreement protecting KPC's interest in the New Ouifall
Easement granted by Gateway to KPC as set forth in subsection (2). The Borough will
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take all other measures necessary io ensure that the New Outfall Easement otherwise
survives and remains unaffected by the foreclosure litigation.

(c) Inthe event the Environmental Allocation Easement is vacated from ATS-
1, Exhibit "C-1," the New Outfall Easement shall be expressly excluded therefrom.

(d) If, in the permitting process, the EPA or DEC determines that another
outfall location is necessary, Gateway and the Borough will execute all documents
necessary to amend the New Outfall Easement. The easement shall consist of a right of
free access to and across the property subject to the New Outfail Easement for the
purpose of constructing, using, maintaining, and replacing the new outfall pipe and free
access across other portions of ATS-1, Exhibit "C-1" as needed to construct, maintain,
repair, and replace the new outfall. The Borough, Gateway, and KPC shall cooperate in
good faith to promptly draft, execute, and record such easement when the precise location
has been identified. To the extent Foothill retains or acquires any interest in the easement

premises, the Borough also will cause Foothill to execute and deliver the necessary
easement amendment documents.

()  This easement shall include the provision that KPC, with respect to the
comnstruction, nse, and maintenance of the new outfall pipe, and the Borongh, with respect
fo its operations and activities in the area subject to the New Qutfall Easement, shall each
cooperate so as to not unreasonably interfere with the other's activities and operations.

14,  Dam and Pipeline.

{(a} KPC has agreed to donate, and the Borough has agreed to accept the
gifting of, the assets set forth in subsection (b) hereof. The parties further
agree that this Agreement, shall become binding and effective onty upon
consummation of their donation and acceptance.

(b)  The following transactions will be executed, finalized, and simultaneously
recorded as soon as reasonably practicable after the execution of this Agreement and
submitted to DNR:

() Quitclaim Deed conveying the Dam Parcel, Pipeline Parce], Water Use
Site Easement, Plant Systems Easement, and water rights to the
Borough;

(i) Assignment of KPC's application pending before DNR to amend its
Certificate of Appropriation filed March 21, 2002, and its Water
Rights Application filed May 2, 2002 to the Borough;

(i) Assignment to and assumption of the Excess Water Option Agreement
by the Borough;
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(iv) Assignment to and assumption of the Water Use Site Option
Agreement by the Borough;

(v}  Assignment to and assumption of the Water Rights Agreement by the
Borough; and

(viy Assignment to and assumption of the Certificate of Approval To

Operate A Dam, NID ID#AK00010, issued by DNR on November 14,
2002.

()  KPC shall release its rights in the temporary Special Use Permit issued by
the United States Forest Service for operation of the Connell Lake dam facility and shall
support its rejssuance to the Borough.

(d) The Borough expressly agrees that it is taking the foregoing assets,
where is, as is, and without any warranty of any kind whatsoever.

15. Ward Cove Landfills.

(a) KPC will retain ownership of the Ward Cove Landfills parcel described as
Tract 3004, Lot 2. Except as otherwise provided herein, KPC agrees to be responsible for
all operation, maintenance, and permitting obligations for the Ward Cove Landfills, other
than the operation, maintenance, and use of Outfall 001 and associated facilities by
Gateway, the Borough, and other parties. Promptly afier the effective date of this
Agreement, the Environmental Allocation Agreement and the Environmental Allocation
Easement shall be vacated with respect to this parcel. '

(b) KPC has agreed to donate, and the Borough has agreed to accept the
gifting of, Tract 3004, Lot 1, upon the terms and conditions set forth in Appendix “1,”
Section II.A.6 which shall be reserved in KPC’s quitclaim deed to the Borough, or the
Borough shall grant to XPC, including a perpetnal access easement between the public
right of way of North Tongass Highway and Tract 3004, Lot 2, as well as a perpetual
easement for an effluent discharge line and accompanying access between Tract 3004,
Lot 2, and ATS-1, Exhibit “C-1" as set forth in Appendix “4” hereto,

(¢)  After construction of the effluent discharge line has béen completed and
its location established, the Borough will cooperate with KPC in executing and recording
a single consolidated easement which will detail the pipeline location across both Tract
3004, Lot 1 and ATS-1, Exhibit "C-1." The consolidated easement will be upon terms
consistent with the New Outfall Easement and the effluent discharge line easement across
Tract 3004, Lot 1, and will supersede the provisions of both of those easements. In
addition, in order that all of KPC's easements with respect to the Ward Cove Landfills are
set forth in a single document, this consolidated easernent also will include terms which
provide for, and therefore supersede, the separate easement with respect fo access to the
Ward Cove Landfills from North Tongass Highway.
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16.  Pipeline Access Road Parcel.

(a)  The three-acre parcel along the pipeline access road, the “Pipeline Access
Road Parcel,” as more particnlarly described in Section 2(2)(ii), is subject to the future
imposition of Institutional Controls pursuant to Paragraph 46 of the Ward Cove Consent
Decree. The parties will cooperate with each other and relevant government agencies

with respect to the development and imposition of Institutional Conirols required for the
Pipeline Access Road Parcel.

(b) If acceptable to relevant government agencies, the Borough will retain
ownership of the Pipeline Access Road Parcel upon receiving title from the State and
work cooperatively with KPC to facilitate the development and implementation of
Institutional Controls satisfactory to relevant government agencies responsible for
activities under Paragraph 46 of the Ward Cove Consent Decree. '

()  If such relevant government agencies are not agreeable to the course of
action described in the previous sentence, the Borough shall convey the Pipeline Access
Road Parcel to KPC at no cost within 45 days of receiving title to the property from the
State. In such instance, KPC and the Borough shall work cooperatively to develop
Institutional Controls satisfactory to relevant government agencies under Paragraph 46 of
the Ward Cove Consent Decree and within 45 days of KPC's compliance with Paragraph
46 of the Ward Cove Consent Decree as determined by relevant government agencies,
KPC will reconvey the Pipeline Access Road Parcel to the Borough at no cost.

(d)  The Borough will not seek payment or damages from KPC for the cost of
implementing any Institutional Controls or for any resulting diminution in vaiue of the
Pipeline Access Road Parcel. Furthermore, the Borough agrees that it will adhere to and
comply with, at its expense, any and all Institutional Controls, required by the Ward Cove
Consent Decree or any other authority, which are or may become applicable to the
Pipeline Access Road Parcel, the activities conducted thereon, or both and will cooperate
with KPC with respect to any future modifications to Institutional Controls required by
relevant government agencies.

17.  Office and Hangar Lease.

(a) KPC agrees to compromise its rights under the Office and Hangar Lease
("Lease") as follows: KPC will vacate the offices in its former administration building
which it currently occupies and the Lease as io that facility only will be terminated. In
return, KPC shall be granted the right to occupy the helicopter hangar premises through
December 31, 2005. That occupancy shall be rent-free on the same ferms and conditions,
including payment for utilities, set forth in the Office and Hangar Lease, at which point
the Lease shall terminate.

(b) In the event that the Borough were to either sell the hangar property or

acquire a long term paying tenant, KPC shall vacate the premises, provided that suitable
alternate facilities (e.g. approximately 2600 square feet with telephone lines, electricity,
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water and data poris), are made available in the administration building or another
suitable structure. In that event, KPC would be entitled to utilize that space until
December 31, 2005 on the same terms and conditions as the current Lease.

18.  Mud Bight Tidelands Lease,

The Borough has elected to accept the Mud Bight Tidelands Lease and KPC will
cooperate by executing appropriate documents, participating in meetings, and carrying
out other steps reasonably necessary to effectuate the transfer. If the Borough fails to
request a transfer or file the appropriate documents within ninety (90) days after this
Agreement becomes effective, KPC shall be entitled to surrender the Mud Bight
Tidelands Lease to the State of Alaska,

19.  Asbesios Abatement.

()  KPC shall retain a certified asbestos abatement contractor to remove, as
soon as practicable (the estimate for which is four months afier completion of a 30 day
mobilization period) and, subject to obtaining all necessary permits and authorizations,

the asbestos-containing materials ("ACM") specifically identified, from the following
structures:

@) Powerhouse: Abatement of all ACM from the piping systems, tanks, and
equipment throughout the powerhouse portion of the building,
including the interiors and exieriors of the power and recovery
boilers, as well as the piping in the 28 and 29 conveyors;

(ii} Turbine Room:  Abatement of all ACM, including the
underbellies, but not the interiors, of the turbines, which, provided
an acceptable release has been executed in accordance with
Section 19(c), will remain in the building pending completion of
the abatement work but thereafter shall be removed by their
owners within ninety (90) days. The asbestos contractor shall use
commercially reasonable efforts, so long as they do not result in
additional costs, to protect the turbines from damage. However, in
the event any such damage occurs, the liability of both KPC and
the abatement contractor is limited to the price which the owners
of the turbines paid at auction to acquire them;

(i) Wood Room: Abatement of panels in the electrical control room;

(iv) Machine Room: Removal of the metal doors containing ACM;
and

'\ Roofing Materials: Removal of the roof coverings of the

powerhouse/turbine complex which have been ascertained to be
composed of a material containing non-friable asbestos.
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(b) The Boroungh specifically acknowledges that other facilities at Ward Cove,
including the Filter Plant, Secondary Treatment Plant, Administration Building,
Maintenance/Stores Building, Wood Room and Machine Room/Finishing Room, may
contain ACM in such elements as roofing materials, flooring and siding. The Borough
hereby releases, indemnifies and will defend KPC from and against any and all liability,
claims, losses and other expenses, including costs and attormey fees, whether arising
under CERCLA, 42 US.C. § 9601 et seq.; RCRA, 42 US.C. § 6901 et seq.; AS
46.03.822; or any other authority, which may be incurred as a result of the continuing
presence of any materials containing ACM in or on KPC's former Ward Cove structures,
other than the materials identified for removal in subsection (a) hereof.

(¢©)  Prior to the commencement of abatement work, the Borough and Gateway
shall etther: (i) secure the removal of property from the premises which is owned by third
persons, other than the turbines which shall be removed within ninety (90} days following
completion of the abatement work; (ii) obtain a release from such third parties, including
one which will permit the tarbines to remain in the building during the abatement
process; or (iii) agree to indemnify, hold harmless and defend KPC from any liability,
claims, losses or expenses incurred as a result of damages sustained to property owned by
third parties. In addition, the owners of the turbines shall indemnify, hold harmless and
defend the Borough from any liability, claims, losses, or expenses incurred as a result of
any damage which might be sustained to the turbines.

(d) During the abatement process, surface areas in the powerhouse will be
cleaned from the top level to the trenches on the first level. ANl ACM and cross-
contaminated materials shall be disposed of in accordance with applicable law. All water
used during the abatement will be filtered before being released. The abatement
contractor will have the discretion to leave non-ACM wastes, such as refractory bricks
and metal, in or adjacent to the buildings or to dispose of them. The asbestos abatement
contractor shall not be obligated to perform any demolition but shall be entitled to
perform such demolition or modifications of the buildings, structures and equipment as
necessary or convenient to abate ACM.

(&)  Gateway shall be the owner of the work/project. KPC shall secure all
abaiement services, which shall be performed in accordance with applicable law., The
charges incurred for employment of an abatement coniractor shall be the sole
respansibility of KPC.

§d) Gateway and the Borough shall grant KPC and its agents vehicular access
to the areas to be abated, including to the No. 2 set of evaporators; shall coordinate
urrelated activities occurring at or around the premises to be abated thereby ensuring
that the abatement work is not impeded; and shall otherwise fully cooperate in the
endeavor. Furthermore, Gateway and the Borough shall provide an adequate, suitable
outside storage area, between the bleach plant and the powerhouse, in which to collect all
ACM material for subsequent shipping.
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. () The Borough will provide electrical power, sewer and water adequate for

performance of the abatement work. The charges for those services will be based on
usage and will be billed at the normal rates which other tenants at KPC’s former Ward
Cove facilities pay. Afier the frst $5,000.00 in electrical, sewer and water services have
been provided at Boroungh cost or expense, KPC shall be billed the flat sum of $1,500.00
per month until the abatement work has been completed. Only in the event that the
abatement work has not been completed with twelve (12) months of its commencement
shall the fee to be paid by KPC be subject to renegotiation.

(h)  Gateway, on behalf of itself and future owners, future tenants, transferees,
assignees, and successors, as well as the Borough to the extent it may become any of the
foregoing, shall release KPC from any and all claims regarding ACM, to the extent KPC
may be liable, under the Environmental Allocation Agreement and the Environmental
Allocation Easement, statutory or common law, or for any other reason.

) Gateway and the Borough hereby apree to indemnify, hold harmless and
defend XPC from and against any claims and losses regarding ACM located anywhere in
or on the former KPC structures, other than those materials identified in subsection (a)
hereof. Neither the Environmental Allocation Agreement, the Environmental Allocation
Easement nor the Borough Easement will be applicable for purposes of imposing future
liability on KPC for either ACM abatement activities or reimbursement therefore or
indemnity for any related claims or losses, whether arising under CERCLA, 42 U.S.C. §
9601 et seq.; RCRA, 42 U.S.C. § 6901 et seq.; AS 46.03.822; or any other authority.
Such claims, if any, shall be governed solely by the provisions of this Agreement.

: @ The Borough and Gateway each accept all risk that the abatement work
may damage or otherwise adversely affect, directly or indirectly, the structures from
which the ACM is removed or the condition of the contents of the building, including the
power boilers. In the event that the furbines are not removed within ninety (90) days
after the abatement work is completed, they shall be deemed to have been abandoned and
may be disposed of at no cost to Gateway or their owners. The Borough or the then
current owners shall accept all responsibility for any asbestos that might remain within
their interiors. Acceptance of the foregoing risk constitutes a full and final release of all
potential liability of KPC, its agents, employees, consultants and contractors, together
with their employees, and extends to all damage or destruction, whether caused by
negligence or other fanlt.

(k)  The Borough will take possession and control of all structures from which
ACM 1is removed immediately upon the conclusion of the abatement work. The
Borough, at its sole cost and expense, plans to demolish the powerhouse once all ACM
has been removed. The Borough shall indemnify, defend and hold KPC harmless from
and against all liability, claims, expenses and losses associated therewith. KPC will
cause the abatement confractor to provide to the Borough, at the completion of the
project, a written certification that all ACM identified in subsection (a) has been
removed, other than any which may be located inside the turbines. KPC will cause the
abatement contractor, prior to mobilization, to agree to indemnify and defend the
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Borough and Gateway on the same terms that the coniractor agrees to indemmify and
defend KPC from Losses arising from damage to property (other than the buildings,
structures, and equipment from which, or in the area where, ACM is being abated) and
injury to persons, including death. XPC shall also cause the abatement contractor, prior
to mobilization to designate the Borough and Gateway as additional insureds under its
general liability insurance coverage upon the same terms as KPC is so designated.

20.  Reservation of Borough Rights.

Nothing in this Agreement shall be construed to limit, in any manner, the
Borough's right to foreclose on any security interest which it holds with respect to the

Borough Property, except that this Agreement shall remain effective notwithstanding the
Borough's acquisition of subsequent ownership and title.

21. Notice, Cooperation, and Nogr-Interference.

(a) KPC and the Borough hereby covenant and agree to cooperate to avoid
any unreasonable interference with KPC’s and the Borough’s respective activities and
operations at the properties set forth in Section 2(a) hereof.

(®) KPC, Gateway and the Borough further covenant and agree to give the
other parties advance written notice of any material excavation, digging, or other similar
activities on any of the properties set forth in Section 2(a) hereof.

22,  General Mutual Release of Existing Claims.

(a)  For purposes of this section only, Ketchikan Gateway Borough shall mean
and include the Borough, as well as any of its subdivisions, elected officials, managers,
agents, and employees ("KGB Releasees"). Ketchikan Pulp Company shall mean and
include the corporation and its agents, servants, employees, officers, directors, partners,
principals, and shareholders, as well as all of their insurance companies and contractors
("KPC Releasees"). Gateway Forest Products, Inc. shall mean and include the
corporation and its agents, servants, employees, officers, directors, partners, principals
and shareholders, as well as their insurance companies and contraciors (“Gateway
Releasees™). '

(b)  Except as otherwise provided in this Agreement, the Ketchikan Gateway
Borough hereby dismisses, releases, forever discharges, and covenants not to sue, either
the KPC Releasees or the Gateway Releasees with regard to any and all Losses existing
upon the effective date of this Agreement, including but not limited to Losses arising out
of or in any way related to: (1) Gateway, (2) the Gateway banlruptcy proceeding (Bankr.
D. Alaska, Case No. K-01-00157); (3) the Ketchikan Gateway Borough’s acquisition of
claims relating to the Gateway bankruptcy proceeding; (4) the Participation Agreement
executed by the Ketchikan Gateway Borough and Ketchikan Pulp Company in August of
1999 and the resulting veneer study provided by Ketchikan Pulp Company; and (5) any
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and all other Losses arising under statute, contract, common law, tort, or any other law or
legal theory, or any combination thereof.

(¢)  Except as otherwise provided in this Agreement, Ketchikan Pulp
Company and Gateway Forest Products, Inc. hereby dismiss, release, forever discharge,
and covenant not to sue, the KGB Releasees, with regard to any and all Losses existing
upon the effective date of this Agreement, including but not limited to Losses arising out

‘of or in any way related to: (1) Gateway; (2) the Gateway bankruptcy proceeding (Bankr.
D. Alaska, Case No. K-01-00157); (3) the Ketchikan Gateway Borough’s acquisition of
claims relating to the Gateway bankruptey proceeding; (4) the Participation Agreement
execuied by the Keichikan Gateway Borough and Ketchikan Pulp Company in August of
1999 and the resulting veneer study provided by Ketchikan Pulp Company; and (5) any
and al] other Losses arising under statute, contract, common law, tort, or any other law or
legal theory, or any combination thereof.

(d} The parties agree that the pending lawsuits entitled Ketchikan Gateway
Borough vs. Ketchikan Pulp Company et al., Case No. 1KE-02-489 CI, filed in the
Superior Court for the State of Alaska, First Judicial District at Ketchikan; and Ketchikan
Pulp Company vs. Retchikan Gateway Borough, Case No. 3AN-03-7081 CI, filed in the
Superior Court for the State of Alaska, Third Judicial District at Anchorage, will be
dismissed with prejudice, each party thereto shall bear its own costs and attorney fees.

(e)  With respect to that certain litigation entitied Foothill Capital Corporation
vs. Gateway Forest Products, Inc., et al., Case No. A02-275-CV (RRB), pending in the
United States District Court for the District of Alaska, when this Agreement becomes
binding and effective, KPC shall withdraw its opposition to Foothill's pending motion for
summary judgment and, so long as its New Outfall Easement is protected as provided in
this Agreement, shall lodge no further objections. Additionally, Gateway shall convey to
the Borough any redemption or repurchase rights which it may have with respect to the
property which is the subject of the foreclosure action brought by Foothill, and any rights

_under existing permits for the site, at no cost to the Borough. Furthermore, each party
thereto shall bear its own costs and attorney fees.

@ The parties acknowledge and agree that they are familiar with the
decisions of the Alaska Supreme Court in Witz v. Watkins, 579 P.2d 1065 (Alaska 1978);
Schmidt v. Lashley, 627 P.2d 201 (Alaska 1981); and Mitchell v. Mitchell, 655 P.2d 748
(Alaska 1982), and that they have contemplated the possibility that new facts may
subsequently be discovered which may affect their rights to relief, and that, except as
otherwise provided in this Agreement, it is nevertheless the parties’ intention to fully
release and forever discharge each other with regard to any and all known and unknown
Losses arising out of or in any way related to the matters described herein,

(g)  The parties further acknowledge and agree that they are familiar with the
decision of the Alaska Supreme Court in Young v. State, 455 P.2d 889 (Alaska 1969), and
that they nevertheless intend to fully release all individuals, firms or corporations who
could at any future date be possible defendants in any action arising out of or in any way
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related to the matters set forth herein as fully as though they were specifically listed and
named herein.

(h)  The parties specifically renounce and release any right they may now or
hereafier have to reform, rescind, modify, or set aside this release because of mutual or
unilateral mistake. The risk of mistake is hereby assumed by the parties. It is further
acknowliedged and agreed that no representation, promise, or inducement, other than
those specifically expressed in this Agreement, has been made fo secure this release.

(D The parties acknowledge and agree that they have had an adequate
opportunity to consult with counsel of their own choosing and to review all of the terms
and conditions herein, and that this release is entered into without haste and without any
disparity of bargaining power.

23. Forther Assnrances.

(a)  The parties agree to draft, execute, and record, as appropriate, and as soon
as reasonably practicable afier the effective date of this Agreement, such documents as

may be necessary or appropriate to carry out the intent of this Agreement, including any
pleadings necessary to dismiss pending litigation,

(b)  The parties also agree to perform any further acts and fo draft, execute and
record any additional documents that may be necessary and appropriate in the future fo
carry out the terms of this Agreement.

(¢) After this Agreement has become binding aund effective, KPC shall
consent to the No, 2 and No. 3 Subdivisions of U.S. Survey 1056, Lot 3 and ATS-1,
Exhibit "A." as well as their recordation.

24. Defanit and Remedies.

(a) Time is of the essence for this Apreement, and the parties hereto shall
promptly perform all of the obligations set forth herein.

(b) A party shall be in material default (*Default”) in the event that it fails to
promptly perform any of its obligations under this Agreement.

(¢)  If a party Defanlts in any way in the performance of any of its obligations
under this Agreement, then the party or parties entitled to such performance shall be
entitled to perform or secure performance of such obligation(s) and shall be entitled to
recover any and all damages arising in any way from or cansed by the Defaull.
Recoverable damages shall include, but not be limited to, all expenses of performance,
securing performance, or any combination thereof, and all incidental costs and damages
incurred as a consequence of the Default, including fines, penalties and fees incurred,
investigation and testing costs, if any, attorneys’, experts’, and other consultants’ fees
incurred, and any other damages suffered.
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(d) The parties acknowledge and agree that the nature of many of the rights,
obligations, and liabilities set forth in this Agreement are such that it would be impossible
to measure and compensate, in money, the harm which will accrue by reason of a party’s
Default. As aresult, any remedy at law for recovery of damages may be inadequate. The
parties shall therefore be entitled, in their discretion, to enforce this Agreement in law or
in equity, or both. If a party elects to seek equitable relief to enforce the provisions
hereof, any party against whom such action or proceeding is brought hereby waives the
claim or defense therein that the enforcing party has an adequate remedy at law, and such

party shall not offer in any such action or proceeding the claim or defense that such
remedy at law exists.

()  The Borough agrees to indemnify and defend Ketchikan Pulp Company
and hold it harmless from any Losses to Ketchikan Pulp Company arising out of or with
respect to any Defanlt relating to the Borough’s obligation to ensure that any entity to
which it .conveys any interest in the Borough Property executes valid and enforceable
instruments releasing Ketchikan Pulp Company, as set forth in Section 11 above. The
Borough furthermore agrees to require its heirs, successors and assigns to place the
identical language in any future conveyance and to cooperate with KPC in the event that
action is necessary to enforce Section 11.

25. Notices.

All notices, requests, claims, demands and other communications given or made
pursuant hereto shall be in writing (and shall be deemed to have been duly given or made
upon receipt) by delivery in person, by facsimile (with confirmation copy of such faxed
material delivered in person or by registered or certified mail, postage prepaid, return
receipt requested) or by registered or certified mail (postage prepaid, return receipt
requested) to the respective party at the following addresses (or at such other address for
a party as shall be specified in a notice given in accordance with this section):

(a) ifto XPC:

Ketchikan Pulp Company

c/o Louisiana-Pacific Corporation

Legal Department

805 S.W. Broadway, Suite 700

Portland, Oregon 97205

Attention: Christopher M. (Kit) Keyes, Esq.
Facsimile: (503) 821-5323

Ketchikan Pulp Company

c/o Lounisiana-Pacific Corporation
P.0O. Box 4000-98

Hayden Lake, Idaho 83835-9460
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Attention: Chris Paulson
Facsimile: (503) 821-5431
Physical Address: 13403 N. Government Way

with a copy to:

Ziegler Law Firm

307 Bawden Street
Ketchikan, Alaska 99901
Attention: John Peterson, Esq.
Facsimile: (907) 225-5513

(b) if'to the Borough:

©

Agreement

Ketchikan Gateway Borough
344 Front Street

Ketchikan, Alaska 99901
Attention: Borough Manager
Facsimile: (907) 247-6625

with a copy to:

Ketchikan Gateway Borongh
344 Front Street

Ketchikan, Alaska 99901
Attention: Borough Clerk
Facsimile: (907) 247-8439

if to Gateway:

Gateway Forest Products, Inc.
Post Office Box 779

Ward Cove, Alagka 99928
Attention: Dick Leary
Facsimile: (907) 247-1646

Gateway Forest Products, Inc.
7517 Tyye Drive

Anchorage, Alaska 99502
Attention: Jim Erickson

27



26. No Third-Pariy Beneficiaries.

Except as otherwise set forth, this Agreement is for the sole benefit of the
parties hereto and their respective successors, heirs, and assigns, and nothing herein,
express or implied, is intended to or shall confer, upon any other person or entity, any

legal or equitable right, benefit or remedy of any nature whatsoever under or by reason of
this Agreement,

27.  Governing Law.

This Agreement shall be governed by, and construed in accordance with,
the laws of the State of Alaska.

28.  Jurisdiction; Venue; Service.

The parties each irrevocably consent to the exclusive venue and
jurisdiction of any state or federal court located in the First or Third judicial Districts,
State of Alaska, for the purposes of any suit, action, or other proceeding of any type
whatsoever arising out of this Agreement or the subject matter hersof, provided,
however, that if jury trial is sought by any party, the proceeding will instituted in a locale
other than Keichikan. To the maximum extent permitted by applicable law, each party
waives and agrees not to assert, by way of motion, as a defense, or otherwise, in any such
suit, action or proceeding any claim that it is not personally subject to the jurisdiction of
the above named courts; that the suit, action, or proceeding is bronght in an inconvenient
forum; that the venue of the suit, action, or proceeding is improper; or that this
Agreement or the subject matter hereof may not be enforced in or by such court. Each

party agrees that service of process may be made upon it wherever it can be located or by
certified mail directed to its address for notices nnder this Agreement.

29, Liberal Construction.

Notwithstanding any general rule of consfruction to the contrary, this
Agreement shall be liberally construed in favor of effectuating the parties’ intentions. If
any provision of this instrument is found to be ambiguous, an interpretation consistent
with the purpose of this instrument that would render the provision valid shall be favored
over any interpretation that would render it invalid or unenforceable.

30. Severability.

If any portion of this Agreement is deemed invalid, illegal, or incapable of
being enforced by any rule of law, or public policy, all other conditions and provisions of
this Agreement shall nevertheless remain in full force and effect so long as the economic
or legal substance contemplated hereby 1s not affected in any manner materially adverse
to any party. Upon such determination that any term or other provision is invalid, illegal,
or incapable of being enforced, the parties shall negotiate in good faith to modify this
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Agreement, in a mutually acceptable manner, so as to effect the original intent of the
parties as closely as possible.

31.  Imterpretation.

(a) ‘When required by the context, the singular includes the plural and
vice versa, and the masculine includes the feminine and neuter genders, and vice versa.

{b) Except as otherwise specifically indicated, all references in this
Agreement to an "Appendix" or “Appendices” are to the corresponding Appendices to
this Agreement, as the same may be amended from time to time in accordance with the
terms hereof.

(o) Headings used in this Agreement have been included for
convenience and ease of reference only and shall not in any manner influence the
consiruction or interpretation of any provision of this Agreement.

(d) "Includes" or "including" means "including, without limitation."

32.  Opportunity to Review and Consult Counsel.

The parties to this Agreement acknowledge and agree that they have had
an adeguate opportunity to consult with counsel of their own choosing and to review all
of the terms and conditions herein. The parties further represent that they have
participated in the drafting of this Agreement, and they acknowledge and agree that this

Agreement shell not be construed as having been drafted by any particular party or
‘parties.

33. Amendments and Waiver.

This Agreement may not be amended or modified except by an instrument in
writing duly executed by Ketchikan Puip Company, Gateway Forest Products, Inc. and
the Ketchikan Gaieway Borough or their respective successors, heirs, and assigns, if any,
holding an interest in the property at issue. Waiver of any term or condition of this
Agreement shall only be effective if in writing, duly executed by the party to be bound
thereby, and shall not be construed as a waiver of any subsequent breach or waiver of the
same term or condition, nor as a waiver of any other term or condition.

34. Counterparts.

This Agreement may be execuied in one or more counterparts, and by the
different parties hereto in separate counterparts, each of which when executed shall be
deemed to be an original but all of which taken together shall constitute one and the same
Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
duly executed as of the day and date first written above.

KETCHIKAN GATEWAY BOROUGH

by Ty £ AT

Roy }9/ Eckert, Manager

KETCHIKAN PULP

/)

Chris Paulson, Premdent

GATEWAY FOREST PRODUCTS, INC.

mes k Ecn, President
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APPENDIX "1"

FORM OF ENVIRONMENTAL EASEMENT AND DECLARATION OF
COVENANTS

This Environmental Easement and Declaration of Covenants
("Easement"), made and entered into this day of , 2003, by
and between KETCHIKAN GATEWAY BOROUGH, a municipal corporation, 344
Front Street, Ketchikan, Alaska 99501, KETCHIKAN PULP COMPANY, a
Washington corporation, Post Office Box 6600, Keichikan, Alaska 99301, and
GATEWAY FOREST PRODUCTS, INC., an Alaska corperation, Post Office Box
779, Ward Cove, Alaska 99928, WITNESSETH:

RECITALS

WHEREAS, all real property referred to in this Easement 1s located in, and all
documents and plats referred as filed or recorded, are filed or recorded in the Ketchikan
Recording District, First Judicial District, State of Alaska,

WHEREAS, on November 3, 1999, Ketchikan Pulp Company and Gateway
Forest Products, Inc. entered into certain agreements including the Allocation of
Environmental Responsibilities Agreement ("Environmental Allocation Agreement"),
more commonly known as Exhibit "F,” and the Easement and Declaration of Covenants
Regarding Allocation of Environmental Responsibilities ("Environmental Allocation
Easement"), more commonly known as Exhibit “F-1,” which incorporated by reference
Exhibit "F," governing certain properties;

WHEREAS, The Environmental Allocation K Easement was specifically
incorporated into that certain Quitclaim Deed executed by Ketchikan Pulp Company in
favor of Gateway Forest Produets, Inc., which was recorded on November 5, 1999 at
Book 306, Page 72;

WHEREAS, the parties now desire to remove the Environmental Allocation
Easement and the Environmental Allocation Agreement from certain parcels of real
property located at Ward Cove, formerly owned by Ketchikan Pulp Company and to
replace it with this Easement;

WHEREAS, the Ketchikan Gateway Borough, Xefchikan Pulp Company and
Gateway Forest Products, Inc. have ongoing interests, inclnding but not limited to,
operational and regulatory considerations, in the Ward Cove real property and desire to
impose on the those properties certain terms and conditions as covenants that will run
with the land for the purpose of making such terms and conditions applicable to the
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Ketchikan Gateway Borough, Ketchilean Pulp Company and Gateway Forest Producis,
Inc., as well as any of their successors and assigns holding an mterest in the properties;

WHEREAS, the Ketchikan Gateway Borough, Ketchikan Pulp Company and
Gateway Forest Products, Inc. entered into an Agreement dated , 2003

governing the parties' respective rights and responsibilities (" Agreement"); and

WHEREAS, Ketchikan Pulp Company has an ongoing interest in ensuring that it
has access to the Ward Cove properties to accommodate the satisfaction of its continning
environmental obligations at the Ward Cove facility,;

NOW, THEREFORE, In consideration of the promises and of the mutual
agreements and covenants hereinafter set forth, the Xetchikan Gateway Borough,
Ketchikan Pulp Company and Gateway Forest Products, Inc. hereby agree as follows:

I DEFINITIONS.

The terms used in this Easement shall have the following meanings, which shall
be equally applicable to both the singular and plural forms of the ferms defined:

A, "Borough" means and refers to the Ketchikan Gateway Borough, a
municipal corporation organized pursuant to the laws of the State of
Alaska, and the Borough’s successors, heirs, and assigns.

B. "Costs" means, with respect to Remediation and Investigation activities,
actual reasonable expenditures, including but not limited to, reasonable
attorneys' fees and defense costs, contractor costs, consultant costs,
governmental oversight costs and other necessary expenditures.

C. "Environmental 1aws" means all State of Alaska, local, and federal laws,
statutes, regulations, and ordinances of any kind relating to environmental
protection or compliance as they currently exist and as they may come fo
be amended, including but not limited to, the federal Clean Water Act;
Clean Air Act; Toxic Substances Control Act; Comprehensive
Environmental Response, Compensation and Liability Act; Resource
Conservation and Recovery Act; Federal Imsecticide, Fungicide, and
Rodenticide Act; Safe Drinking Water Act; Hazardous Materials
Transportation Act; laws designaied in Alaska Statutes Title 46; and
common law, including causes of action arising in tort.

D. "Gateway" means and refers to both Gateway Forest Products, Inc., an
Alaska corporation, and Gateway's successors, heirs, and assigns.
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K.

Apgreement

"Hazardous Substances" means substances which constitute hazardous
substances under the Comprehensive Environmental Response,
Compensation Liability Act or under AS 46.03.822.

"Institutional Controls" means the Environmental Protection Easement
and Declaration of Restrictive Covenants in favor of the State of Alaska,
Department of Natural Resources, recorded on October 28, 1999, at Book
305, page 772 in the Ketchikan Recording District and such other
measures, controls, limitations, prohibitions, procedures, or protocols that
the United States Environmental Protection Agency ("EPA"), the Alaska
Department of Environmental Conservation ("DEC"™) or the Alaska
Department of Natural Resources ("DNR") requires in order to maintain
the integrity of a remedial or removal action or prevent a release or
threatened release of a Hazardous Substance.

"Investication or Investigatory" means actions to assess the nature and
extent of Hazardous Substances contamination, including sampling and
other necessary activities.

"KPC" means and refers broadly to both Ketchikan Pulp Company, a
‘Washington corporation, and KPC’s snccessors, heirs, and assigns.

"Remediation" means actions to remove, clean up, treat, or dispose of

Hazardous Substances from the environment, including but not limited to,
actions which may be necessary to prevent, minimize, or mitigate damage
to the public health or welfare or to the environment from a release or
threatened release of a Hazardous Substance. |

"Ward Cove Area" means the water body commonly known as Ward
Cove including marine waters to the ordinary high water mark and
sediments underlying such waters, and alsoc means the surface and
subsurface areas of those portions of U.S. Surveys 1056, 1208, 1508,
1653, 1656, 1659, 1706, 1754, and 1862 lying seaward of the North
Tongass Highway, and the filled portions of ATS-1, including any
structures or other improvements located thereon.

"Ward Cove Consent Decree" means the consent decree with the EPA and
the U.S. Department of Justice entered in the U.S. District Court for the
Distrct of Alaska; CERCLA Remedial Design/Remedial Action Consent
Decree, United States vs. Gateway Forest Products, Inc., Ketchikan Pulp
Company, & Louisiana-Pacific Corporation, Case No. A00-225 CV
(IKS).

"Ward Cove Landfills" means the industrial landfill which KPC owns and
operates upon Tract 3004, Lot 2, Dawson Pomt Subdivision, according to
the plat thereof field November 28, 2000 as Plat 2000-73.
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. PARCELS TO WHICH THE COVENANTS SHALL APPLY.

The covenants contained in this Easement shall apply to the following parcels of
real property ("Ward Cove Property"):

PARCEL NO. 1:
U.S. Survey 1706.
PARCEL NO. 2:

The unsubdivided Remainder, accordiné to the subdivision plat of U.S. Survey
1754, recorded March 8, 1956 in Volume 1 of Plats at Packet 20.

PARCEL NO. 3:

Lot 1, Tract 3004, according to the plat filed November 28, 2000 as Plat 2000-73.
PARCEL NO. 4:

U.S. Survey 3400.
PARCEL NO. 5:

U.S. Survey 3401.

PARCEL NO. 6:

Lot 1, Sec. 34, T.748., R.90E., C.R.M., as more particularly described in Exhibit
YA" hereto.

II. COVENANTS.

The Borough, KPC and Gateway, for good and sufficient consideration received,
do hereby covenant and declare that, with respect to the properties listed in Section II.
hereof, the following provisions shall be covenants that run with and bind the Ward Cove
Property and the parties, and each parties' respective personal representatives, heirs,
successors and assigns as to the Ward Cove Property or any interest therein obtained

through any mechanism, including but not limited to, conveyances, assignments, or |
foreclosures:
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A, Touch and Concern.

The Ward Cove Covenants touch and concern the Ward Cove Property, in that
each and all of the Covenants directly benefit the property, resolve regulatory issues
which bave limited development and thereby increase its market value, The Ward Cove
Covenants are fully enforceable by the parties with respect to the Ward Cove Property or
any interest therein. If a party refuses to acknowledge the applicability of the Ward Cove

Covenants to such party, any other party shall be entitled to enforce the terms of this
instrument in Jaw and in equity. '

B. Ward Cove Area.

1. The Borough covenants and agrees that it shall c:omp_lyr with any
Institutional Controls which are or may become applicable to the Ward Cove Property,
including those imposed through, or under the Ward Cove Consent Decree, or otherwise.

2. The Borough covenants and agrees that it shall not, through any activities
or operations at or in the Ward Cove Area, matenially damage any cap or capping
materials that may be applied to sediments in the Ward Cove Area under the Ward Cove
Consent Decree. The Borough further covenants and agrees that if it damages such cap,
it will immediately report the relevant circumstances to EPA. and KPC and restore the cap
to a condition and to specifications as directed by the EPA or by any governmental body
having primary regulatory jurisdiction over the work undertaken by KPC under the Ward
Cove Consent Decree, but the Borough and KPC will be under no obligation to restore
the cap until directed to do so by the EPA or other govermmental body having
jurisdiction.

3. The Borough's obligations, pursuant to Section 2 hereof, extend to the
activities and operations of its employees, agents, confractors, invitees, licensees,
representatives, permittees, joint venturers, instrumentalities, port authorities, and any
third party contractually related, whether directly or indirectly.

4. Nothing in this Easement shafl be interpreied to prohibit KPC from
exercising any legal rights it may have with respect to matters arising under the Ward
Cove Consent Decree. :

5. KPC, Gateway and the Borough agree to give the other parties advance
written notice of any material excavation, digging or other similar activities relating to
the Ward Cove Property.

6. The Ward Cove Landfills are located within Lot 2, Tract 3004 ("Landfill
Parcel") and are operated pursnant to a permit issued by the State of Alaska, Department
of Environmental Conservation ("DEC"). Lot 1 of Tract 3004 surrounds the Landfill
Parcel, which XPC agreed to donate to the Borough only upon the condition that use
restrictions and other conditions would be implemented in order to ensure that neither the
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Borough nor its successors in interest would unreasonably interfere with the operation
and maintenance of the Ward Cove Landfiils. To accomplish those objectives, KPC and
the Borough covenant and agree as follows:

a. The future use of Lot 1, Tract 3004 by the Borough and its successors in
interest shall be limited to commercial activities of an industrial nature

which are compatible with operation in close proxm:uty to an industrial
landfill;

b. The Borongh and its successors in imterest shall take all reasonable
measures to protect against any interference with operation of the Ward
Cove Landfills, including appropriate terracing of any rock extraction to
preserve subjacent support; and

c. The Borongh hereby fully and finally releases KPC from all liability
arising from or in any way related to operation and maintenance of the
Ward Cove Landfills, excepting only to the extent damages may occur
from a violation of, or failure to obtain, the DEC permit for the landfills.
This release extends to any and all claims and lighilities, whether arising
from negligence, or other fault, or otherwise. The Borough shall require
each of its successors in interest, whether by lease, deed, or otherwise, as a
condition to acquisition of any interest in or to Lot 1, Tract 3004, to
execute the same release in favor of KPC.

C. Future Subdivision.

These Covenants shall not preclude subdivision of any parcel of the Ward
Cove Property; provided, however, that upon any subdivision, replat, plat modification-or
other similar action, all portions of the Ward Cove Property which previously were
subject to these Covenants, shall remain subject thereto; provided, however, that the
obligations imposed by these covenants shall be limited to the parcel, area, or portion
held by a party and shall not be interpreted to create liability for other parcels or areas not
held by such party. '

D. Further Assurances.

1. The parties covenant and agree both to adherse to and comply with current
Institutional Controls and to cooperate with respect to the development and
implementation of additional Institutional Controls, which shall include the development
of an instrument or instruments to ensure that Institutional Controls arising under the
‘Ward Cove Consent Decree, or otharmse will run with the property and be enforceable
against bona fide purchasers.

2. The parties covenant and agree that this Easement shall govern and be
binding with respect fo, the acts and omissions of each respective party's employees,
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agents, coniractors, and any third party contractually related, whether directly or
indirectly, to the respective party.

E. Term of Ward Cove Covenants.

Bach and all of the Ward Cove Covenants, and all the burdens and benefits
thereof, shall run with the Ward Cove Property and shall be binding on any person having
any ownership interest in the Ward Cove Property under the terms and conditions set
forth in the Ward Cove Covenants for a period of twenty (20) years from the Effective
Date, after which time the Ward Cove Covenants shall be automatically extended for
successive periods of ten (10) years each, unless an instrmment properly signed by KPC,
has been recorded in the Ketchikan Recording District, First Judicial District, State of
Alaska, agreeing to terminate the Ward Cove Covenants in whole or in part.

F. Termination of Rights and Obligations of Covenants Through
Transfer of Ownership Interest.

A party is relieved of its obligations to comply with the Ward Cove Covenants
imposed on the Ward Cove Property upon, and to the extent, that a party transfers or no
longer holds an interest in the Ward Cove Property, except that liability or responsibility
for acts or omissions occurring prior to transfer shall survive such transfer; provided,
however, that nothing in this Easement shall diminish or relieve the parties, or any
successor or assign of the parties from their respective obligations under the Agreement.

The Borough, KPC, and Gateway, together with each parties' respective
successors and assigns, are hereinafter referred to as the "Parties.”

IV. EASEMENT.

A. Reservation of Easement.

1. The Parties acknowledge and agree that, upon the terms and conditions set
forth in this Easement, the Borough grants to KPC an easement interest (the "Easement")
in and to the following properties (the "Easement Property") to allow KPC and its
successors and assigns to undertake any activity contemplated by the Agreement and by
subsection IIL.B. hereof. It is the express intent of Grantor and Grantee that the burden
and benefit of this Easement shall ron with the land upon any conveyance of the Ward
Cove Property, during the term of this Easement, including any extension thereof:

PARCEL NO. 1:

Lot 3, Gateway Subdivision, within U.S. Survey 1056 (H.E.S.) according to the
plat thereof filed August 14, 2000 as Plat No. 2000-41.
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PARCEL NO. 2:

That portion of U.S. Survey 1056, lying northerly of the northerly boundary of
North Tongass Highway, being adjacent to U.S. Survey 2923 and comprised of
5.16 acres.

PARCEL NO. 3:

U.S. Survey 1706.
PARCEL NO. 4:

U.S. Survey 1754
PARCEL NO. 5:

That portion of U.S. Survey 1862, more particularly described as follows:
Beginning at U.S. Land Mark No. 2; thence North 32°27' West a distance of
155.5 feet to Corner No. 1 of U.S. Survey 1862 and the true point of beginning of
the portion herein described; thence North 0°25' West a distance of 515 feet,
more or less, to a point on the South Right of Way line of North Tongass
Highway, which point is 50 feet from the center line of said highway and at right
angles to Engineers Station 299+50; thence along that portion of a spiral curve to
the left whose chord bears South 24°30' East a distance of 114.65 feet; thence
along the arc of a 527.46 foot radius curve the long chord of which bears South
36°35" East a distance of 126.14 feet; thence along a spiral curve whose chord
bears South 51°21' East a distance of 210.05 feet; thence South 55°27' East a
distance of 316.97 feet; thence South 34°33' West a distance of 50 feet; thence
South 55°27' East a distance of 137.00 fest; thence South 88 °00" West a distance
of 535 feet more or less along Meander Line No. 11 of U.S. Survey 1862; thence
North 26°30"' West a distance of 155.50 feet along Meander Line No. 12 of U.S.
Survey 1862 to Corner No. 1, which is the point of beginning;

ATSQ: That portion of U.S. Survey 1862 lying with the North Tongass Highway
Right of Way as created by a deed dated April 1, 1949 and recorded in Volume
"W" of Deeds at Page 362, Ketchikan Recording District, First Judicial District,
State of Alaska, and as conveyed to Ketchikan Pulp Company by Quitclaim Deed
recorded July 27, 1988 in Book 158 at Page 588.

PARCEL NO. 6:
U.S. Survey 2090.

PARCEL NO. 7:

That certain portion of U.S. Survey 2923, more particularly described as follows:
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Beginning at the northerly comner of the Crawford Tract, otherwise known as
Corner No. 2 of U.S. Survey 2923; thence South 55°45' East along the
northeasterly boundary of the Crawford Tract a distance of 863.37 feet; thence
South 89°33' West a distance of 709.81 feet, more or less, to a point on the
westerly boundary of the Crawford Tract; thence North 0°27' West along the

westerly boundary of the Crawford Tract a distance of 491.50 feet, more or less,
to the point of beginning.

PARCEL NO. 8:

T.S. Survey 3400.
PARCEL NO. 9:

U.S. Survey 3401.
PARCEL NO. 10:

Lot 1, Sec..34, T. 74S., R.90E., C.R.M., as more particularly described in Exhibit
“A” hereto.

PARCEL NO. 11:

Tract 3004, Lot 1, according to the plat filed November 28, 2000 as Plat 2000-73.

PARCEL NO. 12:

All of ALASKA TIDELANDS SURVEY NO. 1 (CR 74S 90E), according to the

unrecorded plat thereof (mistakenly recorded in the Junean Recording District as
Plat No. 252). -

PARCEL NO. 13:

AT ASKA TIDELANDS SURVEY NO. 439.

2. The Parties covenant and agree that KPC hereby is granted an easement
interest in and to the Easement Property set forth in subsection A.1. hereof, consisting of
a right of free access to and across the Easement Property to allow KPC to undertake or
observe any sampling and Investigatory activities, Remediation activities, and any
reasonable actions necessary to support or implement Investigatory and Remediation
activities at the Easement Property. KPC’s right of access shall also inclnde, without
limitation, the right to use the Easement Property to the extent reasonably necessary for a
staging area or otherwise to comply with Environmental Laws and the directives or
orders of governmental agencies relating to the Easement Property.
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3. KPC's right of access shall also include access through and across all
access easements which have been or hereafter are established by, or reflected in, any
plats of U.S. Survey 1056 or ATS-1, whether those access easements are designated as
private access easements or otherwise.

4, KP(C’s access rights, as described herein, shall not prevent the Borough
Entities from constructing any buildings or other improvements on the Borough Property.
In that event, KPC will exercise its access and staging rights in a manner which will not
unreasonably interfere with theBoorugh Entities’ uses or development of the properties.

B. Term.

The Easement shall become effective on the Effective Date and shall have an
initial term of twenty (20) years from the Effective Date, after which time the Easement
shall be automatically extended for successive periods of ten (10) years each, unless an
instrument properly signed by KPC, has been recorded in the Ketchikan Recording
District, First Judicial District, State of Alaska, agreeing to terminate the Easement in
whole or in part.

C. Subdivision.

This Easement shall not preclude the subdivision of any parcels of the Ward Cove
Property, but upon any subdivision, replat, plat modification, or other similar action, all

portions of the Ward Cove Property which previously were subject to this Easement shall
Temain subject thereto.

V. EFFECTIVE DATE.

This Easement shall become effective ("Effective Date") on the date of
recordation, simultaneous with recordation of the Vacation of Covenants and Easement
releasing the same parcels

VI. LIBERAL CONSTRUCTION.

Any general rule of construction to the contrary, this Easement shall be liberally
construed in favor of effectuating the Parties' desire to establish the Easement in favor of
KPC and to make the Ward Cove Covenants run with, and apply to, the Ward Cove
Property and to make the Ward Cove Covenants binding upon any and all successors and
assigns of the Parties. If any provision of this instrtument is found to be ambiguous, an
interpretation consistent with the purpose of this instrument that would render the

provision valid shall be favored over any interpretation that would render it invalid or
unenforceable.
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VII. DISPUTES.

The parties each irrevocably consent to the exclusive venue and jurisdiction of
any state or federal court located in the First or Third Judicial Districts, State of Alaska,
for the purposes of any suit, action, or other proceeding of any type whatsoever arising
out of this Agreement or the subject matter hereof;, provided, however, that if jury trial is
sought by any party, the proceeding will instituted in a locale other than Ketchikan. To
the maximum extent permitted by applicable law, each party waives and agrees not to
assert, by way of motion, as a defense, or otherwise, in any such suit, action or
proceeding any claim that it is not personally subject to the jurisdiction of the above
named courts; that the suit, action, or proceeding is brought in an inconvenient forum;
that the venue of the suit, action, or proceeding is improper; or that this Agreement or the
subject matter hereof may not be enforced in or by such court. Each party agrees that
service of process may be made upon it wherever it can be located or by certified mail
directed to its address for notices under this Agreement.

VIII. MISCELLANEOQUS.
A. Notices.

All notices, requests, claims, demands and other communications given or made
pursuant hereto shall be in writing (and shall be deemed to have been duly given or made
upon receipt) by delivery in person, by telecopy (with confirmation copy of such
telecopied material delivered in person or by registered or certified mail, postage prepaid,
return receipt requested) or by registered or certified mail (postage prepaid, return receipt
requested) to the respective party at the following addresses (or at such other address for
a party as shall be specified in a notice given in accordance with this Section VIILA.):

1. if to KPC:

Ketchikan Pulp Company

c/o Louisiana-Pacific Corporation

Legal Department

805 S.W. Broadway, Suite 700

Portland, Oregon 97205

Attention: Christopher M. (Kit) Keyes, Fsq.
Facsimile: (503) 821-5323
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Ketchikan Pulp Company

c/o Louisiana-Pacific Corporation
P.O. Box 4000-98

Hayden Lake, Idaho 83835-9460
Attention: Chris Paulson
Facsimile: (208) 762-1667

Physical Address: 13403 N. Government Way

with a copy to:

Ziegler Law Firm

307 Bawden Strest
Ketchikan, Alaska 99901
Attention: John Peterson, Esq.
Facsimile: (907) 225-5513

2. ifto the Borough:

Ketchikan Gateway Borough
344 Front Street

Ketchikan, Alaska 99901
Attention; Borough Manager
Facsimile: (907) 247-6625

with a copy to:

Ketchikan Gateway Borough
344 Front Street '
Ketchikan, Alaska 99901
Attention: Borough Clerk
Facsimile: (907) 247-8439

3. if to Gateway:

Gateway Forest Products, Inc.
Post Office Box 779

Ward Cove, Alaska 99928
Attention: Dick Leary
Facsimile: (907) 247-1646
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Gateway Forest Products, Inc.
7517 Tyne Drive

Anchorage, Alaska 99502
Attention: Jim Erickson

B. Headings.

The descriptive headings contained in this Easement are for convenience
of reference only and shall not affect in any way the meaning or interpretation of this
Easement.

C. Severability.

If any provision of this Easement, or the application of any provision to a
person or circumstance, is found fo be invalid, illegal, or incapable of being enforced by
any rule of law or public policy, the remainder of the provisions of this Easement, or the
application of such provisions to persons or circumstances other than those to which it is
found to be invalid or unenforceable, as the case may be, shall not be affected thereby.

D. No Third-Party Beneficiaries.

This Easement is for the sole benefit of the Parties and their respective
successors and permitted assigns, and nothing herein, express or implied, is intended to or
shall confer upon any other person or entity any legal or equitable right, benefit or
remedy of any nature whatsoever under or by reason of this Easement.

E. Amendment; Waiver.

This Easement may not be amended or modified except by an instrument
in writing duly executed and recorded by the Parties. Waiver of any term or condition of
this Agreement shall only be effective if in writing, duly executed by the Party to be
bound thereby, and shall not be construed as a waiver of any subsequent breach or waiver
of the same term or condition, or a waiver of any other term or condition of this
Easement; provided however, that once Gateway no longer is the owner of any part or
parcel of the Ward Cove Property, its agreement no longer shall be necessary to
effectuate amendment of either the Covenants or the Easement and its signature no longer
will be required.

F. Governing Law.

This Easement shall be governed by, and construed in accordance with,
the laws of the State of Alaska, applicable to covenants and agreements affecting real
property executed and to be performed in that State.
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NOTICE: THE INTERESTS CONVEYED HEREBY ARE
SUBJECT TO AN ENVIRONMENTAL PROTECTION
EASEMENT AND DECLARATION OF RESTRICTIVE
COVENANTS DATED OCTOBER 28, 1999, RECORDED IN THE
KETCHIKAN RECORDING DISTRICT, FIRST JUDICIAL

DISTRICT, STATE OF AILASKA, ON OCTOBER 28, 1999 AT
BOOK 305, PAGE 772,

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be
duly executed as of the date first written above.

GATEWAY FOREST PRODUCTS, INC.

By
: James K. Erickson
Richard D. Leary President
Secretary
KETCHIKAN PULP COMPANY
By
Chris Paulson
Douglas P. Anderson President
Assistant Secretary
KETCHIKAN GATEWAY BOROUGH
By
Roy A. Eckert
Harriet Edwards Manager

Clerk
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STATE OF ALASKA )
. 85,
FIRST JUDICIAL DISTRICT )

THIS IS TO CERTIFY thatonthis  day of , 2003, before
me, the undersigned, a Notary Public in and for the State of Alaska, duly commissioned
and sworn as such, personally appeared Roy A. Eckert and Harriet Edwards, to me
known to be the Manager and the Clerk of the Ketchikan Gateway Borough, a municipal
corporation established pursuant to the laws of the State of Alaska which executed the
above and foregoing instrument; who on oath stated that they were duly authorized to
execute said instrument and affix the borough seal thereto on behalf of the Borough and
that the seal affixed thereto is the borough seal thereof; and who acknowledged to me

that the same was signed freely and voluntarily on behalf of the Borough for the uses and
purposes therein mentioned.

‘WITNESS my hand and seal the day and year last above written.

Notary Public in and for Alaska
My Commission Expires:

STATE OF ALASKA )
: 88,
THIRD JUDICIAL DISTRICT )

THIS IS TO CERTIFY that on this day of , 2003, before
me, the undersigned, a notary public in and for the State of Alaska, duly commissioned
and sworn, personally appeared James XK. Erickson, to me known to be the President, of
Gateway Forest Products, Inc., an Alaska corporation, the corporation which executed the
above and foregoing instrument; who on oath stated that they were duly authorized to
execute said instroment and affix the corporate seal thereto on behalf of said corporation
and that the seal affixed thereto is the corporate seal thereof; who acknowledged to me

that they signed and sealed the same freely and voluntarily on behalf of said corporation
for the uses and purposes therein mentioned.

WITNESS my hand and official seal the day and year in this certificate
first above written.

Notary Public for Alaska
Commission expires:
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STATE OF ALASKA )
: 85,
FIRST JUDICIAL DISTRICT )

THIS IS TO CERTIFY that on this day of , 2003, before
me, the undersigned, a notary public in and for the State of Alaska, duly commissioned
and sworn, personally appeared Richard D. Leary, to me known to be the Secretary, of
Gateway Forest Products, Inc., an Alaska corporation, the corporation which executed the
above and foregoing instrument; who on oath stated that they were duly authorized to
execute said instrument and affix the corporate seal thereto on behalf of said corporation
and that the seal affixed thereto is the corporate seal thereof, who acknowledged to me

that they signed and sealed the same freely and voluntarily on behalf of said corporation
for the uses and purposes therein mentioned.

WITNESS my hand and official seal the day and year in this certificate
first above written.

Notary Public for Alaska
Commission expires:
STATE OF IDAHO )
: 88,
COUNTY OF KOOTENAI )
THIS 1S TO CERTIFY that on this day of 2003, before

me, the undersigned, a notary public in and for the State of Idaho duly commissioned and
sworn, personally appeared Chris Panlson and Douglas P. Anderson, fo me known to
be the President and Assistant Secretary respectively of Ketchikan Pulp Company, a
‘Washington corporation, the corporation which executed the above and foregoing
instrument; who on oath stated that they was duly authorized to execute said instrument
on behalf of said corporation and who acknowledged to me that he signed and sealed the

same freely and voluntarily on behalf of said corporation for the uses and purposes
therein mentioned.

WITNESS my hand and official seal the day and year in this certificate
first above written.

Notary Public for Idaho
Commission expires:
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APPENDIX. "2" - -

VACATION OF COVENANTS AND EASEMENT

This Vacation of Essement and Covenants ("Vacation"), made and entered into
this day of 2003 by and between, RETCHIKAN GATEWAY
.BOROUGH, a municipal corporation, 344 Front Street, Ketchiltan, Alaska 99501
("Borough"), KETCHIKAN PULP COMPANY, a Washington corporation, Post Office
Box 6600, Eetchikan, Alaska 99501 ("EPC"), and GATEWAY FOREST PRODUCTS,
INC., sn Alasks corporation, Post Office Box 77%, Ward Cove, Alaska 99928
("Gateway"), WITNESSETH:

RECITALS

WHEREAS, all real property referred to in this Vacation is located in, and all
documents and plats referred as filed or recorded, are filed or recorded in the Ketchikan
Recording District, First Judicial Disirict, State of Alaska;

WHEREAS, on November 3, 1599, KPC and Gatewny entered info an Allocation
of Environmental Responsibilifies Agreement ("Environmental Allocation Apreement")
setting forth the environmental lisbilities retained by KPC and those bemg assumed by
Gateway;

WHEREAS, the terms of the Envirommental Allocation Agreemerit were
incorporated by reference into the Easement and Declaration of Covenants Reparding
-Allocation of Environmental Responsibilities ("Enwronmeuta.l Allocation Easement™);

WHEREAS, the Quitclaim Deed, recorded in the Ketchikan Recording District
on November 5, 1999 at Book 306, Page 72, effectuating the transfer of certain assets and

real property from KPC fo Gateway, specifically reserved and mcurporated by reference
the Envirommental Allocation Easement;

WHEREAS, the Burough thereafter acqumad secunty interests in cortain of the
affected parcels or real property;

WHEREAS, KPC, Gataway and the Bofuugh now desire to release certain of the
parcels of real property from the constraints. of the Environmental Allocation Easement;
and '

WHEREAS, KPC, Gateway and the Borouph also desire to establish terms which
will permit release of the Environmental Allocation Agreement and the Environmental
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Allocation Easement without Gateway's consent, once Gatewsy no longer is the owner of
a parcel or a portion of a parcel which previously was subject thereto;

NOW, THEREFORE, in consideration of the promises and of the mutual
agreements and covenants hereinafter set forth, the Borough, KPC and Gateway hereby
agree as follows:

The Environmental Allocation Easement shall hereby be vacated and be of no
further force or effect with respect to the following described property:

PARCEL NO. 1:
. U.5. Survey 1706.
PARCEL NO. 2:

The Unsubdivided Remainder, according to the subdivision plat of U.S. Survey
1754 recorded March 8, 1956 in Volume 1 of Plafs at Packet 20. '

PARCEL NO. 3:

Lots 1 aud 2, Tract 3004 according to the plat filed November 28, 2000 as Plat
2000-73.

This Vacation shall become effective ("Effective Date") on the date of
tecordation, simultaneous with recordation of the Environmentsl Easement and
Covenants affecting the sume parcels with which it will be replaced,

Once Gateway no longer is the owner of a parcel, or a portion of any parcel, of
the property previously subject thereio, its agreement no longer shall be necessary to
vacate the Environmental Allocation Apreement a.ud the Envifonmental Allccahon :
Easement with respect to that portion or parcel, ‘
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IN WITNESS WHEREOF, the parties hereto have caused this Vacation to be
duly executed as of the date first written above.

GATEWAY FOREST PRODUCTS, INC.

By :
: James K. Frickson
Richard D. Leary ‘ President
Secretary )
KETCHIKAN PULP COMPANY
By
. Chris Paulson
Douglas P. Anderson President
Assistant Secretary
KETCHIKAN GATEWAY BOROUGH
By
Roy A. Eckert
Harriet Edwards, Clerk ‘ Manager
STATE OF ALASKA )
_ T ES.
FIRST JUDICIAL DISTRICT - )
THIS IS TO CERTIFY that on this day of 2003, before

me, the undersigned, a Notary Public in and for the State of Alaska, duly commissioned
and sworn as such, personally appeared Roy A. Eckert and Harriet Edwards, to me
Imown to be the Manager and the Cletl of the Kefchikan Gateway Borough, a municipal
corporation established pursuant to the laws of the State of Alaska which executed the
above and foregoing instrument; who on oath stated that they were duly authorized to
execute said instrument and affix the borough seal thereto on behalf of the Borouph and .
that the seal affixed thereto is the borough seal thereof; and who acknowledged to me that
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the same was signed freely and voluntarily on behalf of the Borough for the uses and
pusposes therein mentioned.

WITNESS my hand and zeal the day and year last above written.

Notary Public in and for Alaska
My Commission Expires:

STATE OF ALASKA )
: 88,
FIRST JUDICIAL DISTRICT }

THIS IS TO CERTIFY that on this dayof . ,2003,before
me, the undersipned, a notary public in and for the State of Alaska, duly commissioned
and sworn, persanally appeared Richard D. Leary, to me known to he the Secretary, of
Gateway Forest Products, Inc., an Alaska corporation, the corporation which executed the
ghove and foregoing instrument; who on oath stated that they were duly authorized to
execufe said instrument and affix the corporate seal thersto on behalf of said corporation
and that the seal affixed thereto is the corporate seal thereof, who acknowledged to me
that they signed and sealed the same freely and voluntanly on behalf of said corporation .
for the uses and purposes therein mentioned.™

WITNESS my hand and official seal the day and yesr in this cerfificate
first above written.

Notary Public for Alaska

‘  Commission expires:
STATE OF ALASKA ).
v 88,
THIRD JUDICIAL DISTRICT )
THIS IS TO CERTIFY that on this dayof . 2003, before

me, the undersigned, a notary public in and for the State of Alaska, duly commissioned
and sworn, personally appeared James I Erickson, to me kmown to be the President, of
Gateway Forest Products, Inc., an Alaska corporation, the corporation which execited the
above and foregoing instrument; who on oath stated that they were duly authorized to
execute said instrument and affix the corporate seal thereto on behalf of said corporation. -
and that the seal affived thereto is the corporate seal thereof; who acknowledged to me
that they signed and sealed the same freely and voluntarily on behalf of said corporation
for the uses and purposes therein mentioned.
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WITNESS my hand and official seal the day and year in this certificate
first above written.

Notary Public for Alaska
Commission expires:
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STATE OF IDAHO )
. 58,
COUNTY OF KOOTENAI )

THIS IS TO CERTIEY that on this day of , 2003, before
me, the undersigned, a notary public in and for the State of Idaho, duly commissioned
and sworn, personally appeared Chris Panlson and Douglas P. Anderson, to me known
to be the President and Assistant Secretary respectively of Eetchikan Pulp Company, a
Washington corporation, the corporation which execnted the above and foregoing
instrument; who on oath stated that they was duly anthorized to exzcute said instrument
on behalf of said corporation and who acknowledged to me that he signed and sealed the
same freely and voluntarily on behalf of said corporation for the uses snd purposes
therein mentioned: '

WITNESS my hand and official seal the day and year in this certificate
first above wrtien. : }

Notary Public for Idahé
Commission expires:
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APPENDIX "3"
COST SHARING AGREEMENT

This Agreement (“Agreement™) is eniered into by and between the Ketchilan
Gateway Borough (“Borough™) and Ketchikan Pulp Company ("KPC"™), for the sharing
of costs with respect to certain NPDES permit obligations,

In consideration of the mutual promises, covenants and conditions set forth
herein, the parties hereby agree as follows:

TIRMS AND CONDITIONS
f. PURPOSE.

"The purpose of this Agreement is to allocate the costs of water sampling, testing
and reporting as required for compliance with USEPA NPDES Permit # A 000092-2 =
(“Main Outfall Permit”).

II. STATEMENT OF MUTUAL INTERESTS AND BENEFITS.

A, Gateway Forest Products, Inc. is presently the owner of, and permittee
with respect to, the Main Quifall Permit,” The Borough owns, leases or otherwise controls
property which contains infrastructure leading to the discharge point at Outfall 001 in
‘Ward Cove which is permitted under the Main Outfall Permit, KPC owns an industrial
landfill on property near Dawson Point in Ward Cove which contains infrastriicture
presently leading to the same discharge point and outfall in Ward Cove  permitted under
the Main Outfall Permit.

B. From time to time in the past, the Borough #nd KPC have each pmd or
othermsa assisted in defraying expenses for sampling, testing, reporting or other
operations under the Main Qutfafl Permit Given the parties’ similar interests with
respect to operations under the Main Qutfall Permit, they now wish to establish more
definite terms for the sharing of costs with respect to such operations.

C. KPC has applied for issuance of a new NPDES permit for separate

discharge from its Dawson Point landfill {*New Outfall Permit™). In addition, the Main
Cutfall Permit will expire on December 15, 2003 and the Borough is pursuing re-issuance
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of the Main Ouiiall Permit, with either Gateway Forest Products, Inc. or the Borough to
be named as permittes.

D.

The operational cost sharing under this Agreement will be an interim

arrangement which, unless earlier terminated, will not continue once KPC begins
separate operations under the New Outfall Permit. From that point, each party will be
responsible for its own costs of operation.

1. BOROUGH OBLIGATIONS.

The Borough hereby commits to the following obligations and responsibilities:

Al

Tse of its persomnel or contractor(s) to conduct the water sampling,
testing, and reporting required under the Main Outfall Permit;

Compilation of actual costs of sampling, testing, and reporting, including
reasonable personnel costs actually incurred in such sampling, testing and
reporting; and

Payment of a 60% proportionate share of the costs of sampling, testing,
and reporting, including personnel costs as described above.

. IV. KPC OBLIGATIONS.

KPC shall pay a 40% proportionate share of the costs of sampling, testing, and

reporting, including a 40% proportionate share of personnel costs as described above.
With respect thereto:

Al

B.

Agreement

Payments shall be based on monthly inveices;

Payments shall be payable to the Ketchikan Gﬂteway Borough and shal]
be made within 30 days of receipt of an invoice and supporting
documentation, which shall include Borough employes time cards and

 rates of pay, a5 well as invoices evidencing any out-of-pocket expenses;

and

Borough employes, the costs for which are shared by BPC are not, for
ay PUIpose of in any manner or context, employees of KPC. Independent
contractors retained by the Borough, the costs for which are shared by

KPC are not, for any purpose or in any manner or context, contractors of
EPC.
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V. INDEMNIFICATION.

A, Bach party will be responsible for its own acts and omissions, and those of
its officers, employees, agents, and permittees, and for any discharges from property
under its ownership, lease, or other control which are a material cause of any violation of
permit requirements or applicable law. Bach party will indemnify, defend and held
harmless the other party, to the maximum extent allowed by law, from any claim of, or
Hability or penaity for, any discharge for which a party bears responsibility as set forth
gbove, and for errors, omissions or negligent or willfu] acts of any kind, including
attorney fees, damages to property or injury to a person, and death, cccasioned thereby
which may result from the sampling, testing, and reporting activities undertaken pursuant
to the terms of this Agreement.

B. In the event of any disagreement between the parties as to whether the
matters which are addressed in subsection A., including: (1) whether a particular
discharge is a material cause of any violation of permit requirements or applicable law;
(2) whether, based upon the allocation described in subsection A., a particnlar discharge
is the responsibility of KPC or the Borough; or (3) whether the responsibility should be
shared between them, based upon the allocation of responsibility set forth in subsection
A., the parties agree that they shall jointly solicit the opinion of the government agency
asserting the violation. If the government agency is unwilling to render an opinion, the
parties shall select o muinally acceptable third party to hear arpuments and resolve the
dispute. The decision of the popvernment egency or third party, as the case may be, shall
be deemed presumptively correct. Any party seeling to allocate responsibility differently
than that government agency or third party, as the case may be, shall have the burden of
proof on that issue, Under no circumstances, however, shall this section be interpreted to
require the Borough or KPC to indemnify the other for any costs of Remediation.

V1. RETENTION AND ACCESS REQUIREMENTS FOR RECORDS.

A The Borough shall maintain all records of sampling, testing, and reporting
under the Main Outfall Permit puranant to this Agreement and each party, orits
representative, shall have access to and the right to cxamine all such records. ‘The right of
access to 1ecords, regarding activity of the Borough's employees and independent
contractors in sampling, testing and reporting under the Main Outfall Permit pursuant to
this Apreement, shall not expressly or impliedly establish any right of access or

‘examination with respect to any other records of the Borough, KPC or any other entity or
pETSOL.

B. As used in this provision, the term “records” includes books, documeuts

accounting procedures and practices, and other data, regardless of type and regardless of
whether such jtems are in written form, in the form of computer data, or in any other
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form. All records pertinent to the testing shall be retained for a minimum period of five
(5) years or as otherwise required by law.

VII. PUBLIC RECORDS.

Al The parties nnderstand and agree that this Agreement and the sampling,
testing, and reporting records of the Borough, its employees and independent coniractors,
generated pursuant hersto, are public records. These records are, to the extent not
otherwise exempt therefrom, subject o the State and Borough public records laws,

B. In addition, to the extent that books, records and documents of the
Borough, with respect to revision of the Main Qutfall Permit, constitute public records
and are not otherwise exempt from State and Borough public records laws, this
Apreement does not change that statis,

C. KPC’s books, records and documents, whether with respect to operations
under the Main Outfall Permit prior to the execution of this Agreement, with respect to

the New Outfall Permit, or otherwise, are not subject to ederal, State, or Borough public
record laws and are not made subject thereto by this Apreement.

VHI. PARTICIPATION IN SIMILAR ACTIVITIES.

This Agreement in no manner restricts KPC or the Borough from participating in
similar activities with other public or private agencies, organizations, and individuals.

IX. COMMENCEMENT AND PERFORMANCE PERIOD.

This Agresment is effective as of the date the last required signature is appended
on behalf of both KPC and the Borough., '

X. TERMINATION.

A, Anyof the parties, in writing, may terminate this Agreement at any time
before the date of expiration by providing 30 days' written notice.

B. Neither the Borough nor KPC shall ineur any contractual or other

obligation to any third party which would be subject to the cost sharing terms of this
Agreement, unless such obligation is expressly subject to termination upon not less than
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thirty (30) days' prior written notice. Upon either party issuing written notice of
termination of this Agresment, nefther party shall be lieble for uny cost sharing obligation
which is incuired more than thirty (30) days afier the date that notice of termination is
provided. Following notice of termination, the parties shall be obligated with respect to
cost sharing only for expenses which are within the scope of this Agresment, and
incuried either prior to the notice of termination or in the thirty (30) day period following
notice, This Apreement will then tenminate at the end of the thirty (30} day notice period,
except that obligations which are incurred within the term of this Apreement will survive
untl discharged by performance or by operation of law.

XI. MISCELLANEOUS.

Al Notices.

All notices, requests, claims, demands and other communications given or made
pursuant hereto shall be in writing (and shall be deemed to have been dnly given or made
upon receipt) by delivery in person, by telecopy (with confirmation copy of such
telecopied matedal delivered in person or by registered ar certified mail, postage prepaid,
return receipt regquested) or by registered or certified mail (postage prepaid, retumn receipt
requested) to the respective party at the following addresses (or at such other address for
a party as shall be specified in a notice given in accordance with this Section XL A):

1. if to KPC:

Ketchikan Puilp Compeny

c/o Louisiana-Pacific Corporation

Lepal Department

805 S.W. Broadway, Suite 700

Portland, Orepon 97205 )

Attention: Christopher M. (Kit) Keyes, Esq.
Facsimile: (503) 821-5323

Ketchikan Pulp Company.

c/o Louisiana-Pacific Corporation
P.0. Box 4000-98

Port Hayden, Idaho 83835-9460
Attention: Chris Paulson
Facsimile: (208) 762-1667

Physical Address: 14303 N. Government Way
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with a copy to:

Ziegler Law Firm

307 Bawden Sireet

Ketchikan, Alaska 99901
Attention: John Peterson, Esg.
Facgimile: (907) 225-9401

2. if to the Borough:

Ketchikan Gateway Borough
344 Front Street

Ketchikan, Alaska 99901
Attention: Borough Manager
Facsimile: {(907) 247-66235

with a copy to;

Ketchikan Gateway Borough
344 Front Street

Ketchilan, Alaska 99901
Attention: Borongh Clerk
Facsimile: (907) 247-8439

B. Headings.

The descriptive headings contained in this Agreement aré for convenience of
reference only and shalt not affect in any way the meaning or interpretation of this
Agreement,

C. Severability.

If any provision of this Agreement, or the application of any provision to a person
or circumstznee, is found to be invalid, illegal, or incapable of being enforced by any rule
of law or public policy, the remainder of the provisions of this Agreement, or the

“application of such provisions io persons or circumstances other than those to which it is
found to be invalid or unenforceable, as the case may be, shall not be affected thereby.

D. No Thirci-Pnrty Beneficiaries.

This Agreement is for the sole benefit of the Parties and their respective
successors and nothing herein, express or implied, is intended to or shall confer zpon any

other persorn or entity any legal or equitable right, benefit or remedy of any nature
whatsoever under or by reason of this Agreement. '
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E. Amendment; Waiver.

This Agreement may not be amended or modified except by an instrument in
writing duly executed and recorded by the Parties. Waiver of any term or condition of
this Agreement shall only be effective if in writing, duly execuied by the Party to be
bound thereby, and shall not be constried as & waiver of any subseguent breach or waiver
of the same term or coiidition, or a waiver of any other term or condition of this
Agpreement. .

E. Governing Law.

This Apreement shall be governed by, and constrned in accordance with, the laws
of the State of Alaska.

NN WITNESS WHEREQF, the parties hereto bave executed this Agreement as of
the last written date below. :

DATE: KETCHIKAN GATEWAY BOROUGH
By:
Roy A. Eckert
Manager
DATE: _ KETCHIKAN PULP COMPANY
By: '
Chris Panlson
President
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APPENDIX "4"

EASEMENT FOR LANDFILL QUTFALL AND ACCESS

This Fasement For Landfill Outfall And Access (“Easement”), made and

entered into this ___dayof 2003 by and between the Ketchilan Gateway

Borough, a municipal corporation organized pursuant to the laws of the State of Alaska,
344 Front Strest, Ketchikan, Alaska 99901, (“Borough™ and Ketchilkan Pulp
Company, a Washington corporation qualified to do business in Alaska, Post Office Box
6600, Ketchikan, Alaska 99901, (“KPC™), WITNESSETH:

RECITALS ‘

A. All real property referred to in this Easement is located in, and all
documents and plats refemred to as filed or recorded, are filed or recorded in, the
F.etchikan Recording District, First Judicia.] District, State of Alaska.

B. By Quitclaim Deed of even date, to be recorded immediately prior
to this Easement, KPC is donating to the Borough the following described real property,
referred to hereinafter as the “Donated Pmperty”:

Lot 1, Tract 3004, Dawson Point Subdivision, according to
the plat thereof filed November 28, 2000 as Plat 2000-73,
C. KPC i3 the owner of record, reta.in.iﬁg‘ ownetship of

the following described real property, referred to hereinafier as the
“Landfill Parcel:” '

Lot 2, Tract 3004, Dawsen Point Subdivision, according to
the plat thereof filed and recorded on November 28, 2000
as Plat 200-73.

b, There are indnstrial landfills (“Warci Cove Landfills™) located upon
the Landfill Parcel which are permitted and' utilized by KPC for the disposal and
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remediation of industrial waste material generated from KPC’s pulping and related
operations at its Ward Cove pulp mill.

E. The continued operation of the Ward Cove Landfills will require
the construction, operation and maintenance of a separate outfall pipeline (“QOuntfall™)
which will un seaward from the Landfill Parcel, across the Donated Parcel and across a
portion of Alaska Tideland Survey No. 1, Exhibit “C-1,” so as to convey landfill effluent
to be discharped info the marine waters of Ward Cove. .

F. Ag contemplated by the parties, KPC has filed an application with
the T1.5. Environmental Protection Agency in order fo construct and operate the separate
Qutfall to serve only Ward Cove Landfills.

G.  The operation of the Ward Cove Landfills requires that KPC
maintain an assured route for vehicular, heavy equipment and pedestrian access from the

public right-of-way of North Tongass Highway to and from the Landfill Parcel.

Reserving and excepting, however, unto the Grantor, all
right, title, equity and interest as set forth in the Easement
For Landfill Outfall And Access, by and between Grantor
and Grantee of even date, incorporated herein by reference
a5 though fully set forth herein. The Easement For Landfill
Outfall And Access establishes the terms and conditions of
an easement for a landf1l outfall, and an easement for
access, over and upon and across the said Lot 1, Tract
3004, Dawson Point Subdivision.

NOW, THEREFORE, incident to KPC’s donation to the Borough of the
Donated Parcel, and for other good and valuable consideraﬁoﬁ, the receipt-of which is
aclknowledged, the Borough and KPC hereby aclmowledge and agree that KPC has
reserved and excepted from its Quitclaim Deed conveyance of the Donated Parcel to the
Borough, for its assigns and its successors in ownership of the Landfill Parcel, perpetual

easements, upon the terms and conditions of this Easement, as follows:
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1. Outfall Easement. There is reserved o KPC an easement over,
under, upen and across the Donated Parcel, in order for KPC fo design, construct,
operate, use, inspect, maintain, repair and replace (all of which are hereinafter
collectively referred to as “Operate” or, as the context requires, “Operation™) the Qutfall
pipeline for the discherpe of effluent from the Ward Cove Landfills to an elevation
spproximately 50 feet below MLLW. The easement for the Outfall shall consist of two
aspecis, an exclusive easement for the actual Qutfall pipe, and & nonexclusive area for
construction, maintenance and other support operations. '

a, The portion of the Doﬁated Property upon, I;lVEl’.', under and across

which the exclusive aspect of the outfall easement is reserved (hereinafier,

“Quifall Fasement Area™) is more particularly described as follows:

A strip of land 50" wide, 25' on either side of the centerline
of an Outfall pipeline, which KPC shell be entitled to
construct and maintain upon the Donated Property in the
approximate locetion shown on Exhibit “A,® attached
hereto and incorporated herein by this reference.

This location is subject to amendment after the Outfall is constructed, as set forth
below. Within the Outfall Easement Aves, KPC’s entitlement to Operate the
Outfall pipe and related infrasfructure, if any, shall be exclusive, such that the
Borough shall not conduct any tree falling, construction, excavation, or other
ground disturbing activities without KIE'C’S prior written consent, which consent
shall not be compelled by operation of law or otherwise, 7

b. 'The pertion of the Donated Property upon, over, under and across
which the nonexclusive aspect of the outfall easement is reserved (“Qutfall

Support Area”) is more particularly described as follows:

A strip of land 100' wide, 50" on either side of the centerline of an Qutfall
pipeline, which KPC shall be entitled to construct and maintain upon the
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Donated Property in the approximate location shown on Exhibit “A,”
attached hereto and incorporated herein by this reference.

This location is alse subject to amendment after the Outfall is constructed,
as set forth below. KPC éhall be entitled to use the Qutfall Support Area for access to the |
Outfall Easement Area and otherwise as necessary or convenient to support Operation of
the Outfall pipe and related infrastructure, if any. KPC’s riphis to the porfion of the
Outfall Support Area outside the Ontfall Basement Area shall be nonexclusive and,
therefore, shall not prevent the Borough from condncting activities therein which do not

interfere with KPC’s Operation of the Outfall pipe 4nd related infrastructnre, if any.

2. Amendment of Fasement After Construction of Ouifall, Afier
KPC has complsted construction of the Outfall, KPC shall be entitled to prepare and
record an Amended Easement Deson'pﬁou which will specify with greater particularity
the as-built location of the Qutfall and, with reference thereto, the location of the Outfall
Easement Area and the Outfall Support Area. In the event that the Borough is then the
owner of Alaska Tideland Survey No. 1, Exhibit “C-1,” which is the parcel seaward of
the Donated Property, then this Easement, fogether with the corresponding easement for
the Operation of the Cutfall across that parcel, shall be comsolidated into a sinple
perpetual easement providing for the Operation of the Qutfall and related infrastructure,
if any, and for access to the Landf1] Parcel from both North Tongass Highway and the

navigable waters of Ward Cove.

3. Access Easement. The plat of the Dawson Point Subdivision,
filed November 28, 2000 as Piat 2000-73 is hereinafier referred to as the “Plat.” There is
also reserved to KPC an eassment (“Access Easement™) upon and across all of the access

and other easement arens of the Donated Parcel described or referenced in the Plat,
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whether referenced in the Plat as private, joint use ,or otherwise. The Access Easement
shall apply to the locations and areas depicted or described in the Plat (“Access Areas™).
The Access Easement shall be for a private easement upon across and through all of the
Access Aress, and is reserved for KPC, its assigns and successors in the Landfill Parcel,
their employees and third parties authorized by any of them, including personnel of
independent coniractors, The Access Ensement algo permits ingress and egress for their
vehicles and equipment, including heavy equipment, to iravel between the Landfill Parcel
and the public fight of way of Nortk Tunéass Highway. These access rights shall inclnde
access for a]l activities which may be necessary or convenient to Operation of the Ward
Cove Landfills, including maintenance and repair of the roads and other Access Areas,
KPC’s easement rights to the Access Areas shall be non-exclusive, and the Borough and
its successors and assigns also shall be entitled to use the Access Areas for purposes and
in manners which do not interfere with the access and other rights reserved to KPC to for
the Operation of the Ward Cove Landfils.
4. Utilitv and Leachate Pip eline. There are also reserved to KPC a
perpetmal easement to Operate the utility line which provides utility service to the
' Landfill Parcel (“Utility Easement™) and an easement to Operate the leachate pipeline
which runs from the Landfill Parcel to the treatment facility located on UL.S. Survey 1754
(“T..eachate Easement”). The Utility Easement and the Leachate Easement shall apply to
the locations and areas depicted or described in the Plat. The Leachate Easement shall be .
subject to termination by KPC when it is able to begin nse of its separate Qutfall pipe,

and therefore discontinue use of the leachate pipeline shown in the Plat.
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5. Easement to Run with and Be Binding Upon the Property.
This Easement shall mn with the Donated Property and be binding upon the
Borough, as well s ils successoms and assigos in and to the Donated Property. The
easement rights herein granted to KPC shall be for. the benefit of, and shall run with, the

Landfill Parcel, and shall be for the benefit of KPC’s successors in the Landfill Parcel

and KPC’s assigus.
DATED at Eetchikan, Alaslka this day of . 2003,
KETCHIKAN GATEWAY BOROUGH
By
Roy A. Eckert
Harriet Edwards Manaper
Clerk
KETCHIKAN PULP COMPANY
By
Chris Panlson
Douglas P. Anderson President

Assistant Secretary
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STATE OF ATASKA )
: B
FIRST JUDICIAL DISTRICT )

THIS IS TO CERTIFY thatonthis _ day of 2003, before
me, the undersigned, a Notary Public in and for the State of Alaska, duly commissioned
and swom as such, personally appeared Roy A. Eckert and Harriet Edwards, to me
known to be the Manager and the Clerk of the Ketchikan Gateway Borough, a municipal
corporation established pursuant to the laws of the State of Alaska which executed the
above and foregoing instrument; who on oath stated that they were duly authorized to
execute said instrument and affix the borough seal thereto on behalf of the Borough and
that the seal affixed thereio is the borough seal thereof; and who scknowledged to me
that the same was signed fresly and voluntarily on behaif of the Borough for the nses and
purposes therein mentioned.

WITNESS my hand and seal the day and vear last above written.

Notary Public in and for Alaska
My Commission Expires:
STATE OF IDAHO )
: 88,
COUNTY OF KOOTENAT )
THIS IS TO CERTIFY that on this day of , 2003, before

e, the undersigned, a notary public in and for the State of Idaho, duly commissioned
and swom, personally appeared Chris Paulson and Dougias P. Andersen to me known
to be the President and Assistant Secretary respectively of Ketchikan Pulp Company, a

Washington corporation, the cerporation which executed the above and foregoing
instrument; who on oath stated that they was duly authorized to execute said instrument
on behalf of said corporation and who acknowledged to me that he sipned and sealed the

‘same freely and voluntarily on behalf of said corperation for the uses and purposes:
therein mentioned.

WITNESS my hand and official seal the day and yesr in this carhﬁcate
first above written.

Notary Public for Idaho
Commission expires:
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