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with Ketchikan Pulp Company and Gateway Forest PLANNING COMMISSION [ ]
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SUMMARY STATEMENT

During the Gateway bankruptcy, the Borough and KPC engaged in extensive
negotiations aimed at resolving a number of issues with respect to KPC's former
Ward Cove properties. The parties, at that time, reached substantial agreement on
the majority of the matters which were pending. Over the past couple of weeks,
staff has negotiated with KPC to reach an

(Continued on page 2)
RECOMMENDED ACTION:

Because of the significance of this issue and the public interest in the
redevelopment of Ward Cove, staff has made arrangements for a community
forum from 5:00 - 7:00 p.m. at the Ted Ferry Civic Center on June 19, 2002, for the
public to ask questions about the agreement and treatment of the property. Staff
recommends that the Assembly recess the June 17, 2002 meeting to 7:00 p.m. on
June 19, 2002, so that the Assembly can approve the agreement and authorize the
Manager to execute it. If the Assembly desires it may approve or reject the
agreement on June 17, 2002, or postpone it to a later meeting. Staff recommends

addressing it on June 19th due to the short time remaining before Foothill’s
scheduled auction.



FISCAL NOTES [ ] N/A EXPENDITURE AMOUNT APPROPRIATION REQUIRED $* BUDGETED

dx NEMALIINEMN d*

EXHIBITS ATTACHED [ ] RESOLUTION [ ] ORDINANCE [X] AGREEMENT [ ] MINUTES [ ]
PLAN/MAP [ ] REPORT [ ] LIST [X] OTHER Spreadsheet & Maps

RECOMMENDED MOTION:

"l move to approve an agreement in substantially the same form as negotiated by
staff and authorize the Manager to execute the same."

Then
"l move to place this item last on the agenda.”
Then
"l move to recess the June 17, 2002 meeting to June 19, 2002 at 7:00 p.m."
KETCHIKAN GATEWAY BOROUGH AGENDA STATEMENT
Meeting of June 17, 2002 Page 2
[X] Continue Summary Statement [ ] Continue Recommended Action

agreement which would resolve conflicts affecting the title to and marketability of
the properties; resolve KPC’s objections to two subdivisions; and facilitate
redevelopment going forward. More particularly, among the issues which are
currently unresolved, but which would be resolved by the agreement, are the
following:

I. The applicability and validity of the Environmental Allocation Agreement and
Easement (Exhibits F and F-1 to the Gateway/KPC Asset Purchase Agreement)
to a substantial portion of the property in which the Borough has taken a
security interest. While the Borough could attempt to have the Easement
removed through litigation, not only would that effort be time consuming and
expensive but there is no guarantee that it would be successful.

Il. Subdivision of portions of USS 1056, Lot 3 and ATS-1, Exhibit A, thereby
facilitating sale of the veneer mill. In particular, the wood room area is located
on USS 1056, Lot 3 and without its subdivision, the veneer mill would not be a
viable operation. Moreover, resolution of KPC's current objections to the
proposed subdivision will facilitate a sale prior to Foothill's auction of the
equipment. In addition, the subdivision would create a separate lot which
would be sold to Anderes Qil. If the wood room is not split off from the main
portion of USS 1056, Lot 3, which contains the power plant, an entity coming in
looking to operate the veneer facility would likely not wish to buy USS 1056, Lot
3 and would need to lease the wood room area. Such a lease would inject
uncertainty and negatively impact the operation. The delays to resolve the
subdivision issues would likely, in the absence of agreement, push the issue
beyond the Foothill auction date, thus making it significantly less likely that a



buyer would be able to come in and purchase the veneer facility to operate it in
its current location, increasing the risk that the veneer machinery would be
sold for parts.

lll. Establishment of a regime to continue compliance with the federal and state
governmental orders and controls which are in place with respect to the Ward
Cove properties.

IV. Formulation of a plan to abate the asbestos containing materials located in the
power house and other structures on the former mill site, thereby permitting
redevelopment and productive use of the Ward Cove industrial area. In the
absence of an agreement, the power plant and other structures on the current
USS 1056, Lot 3, would remain with asbestos in place and no particular plan for
removal of asbestos and redevelopment.

With these as identified challenges, KPC and the Borough have worked towards
negotiating an agreement based loosely on the terms under discussion in the
bankruptcy. In explaining the agreement, the briefest method is to identify the
essential treatment of the property, and then identify those factors or provisions
which staff believes are noteworthy.

(Continued on page 3)

TREATMENT OF PROPERTY

I. KPC would consent to the subdivisions creating the Anderes lot and dividing
USS 1056, Lot 3, map (39), and the adjacent tidelands, map (48),
(which contain the dock and run in front of the veneer plant) into
Six separate parcels. These parcels would isolate the dock as a
separate parcel, isolate the Anderes site, and isolate the wood
room, each separate from the power plant and warehouse
structures.

ll. The Borough would exercise its foreclosure rights on the properties that are
collateral for the $7 million loan and the Ty-Matt Deed of Trust. As
to the Debtor-in-Possession loan, the Borough would foreclose on
portions of that collateral, including the dock, the wood room, and
the Anderes parcel, and subsequently a parcel to be created for
sludge operations. The proceeds from sale of the Anderes parcel
and the wood room parcel would go into a restricted account to be
used for cleanup and redevelopment of the former mill site.

lll. KPC would completely waive any claims to cross-parcel indemnification for
those properties which the Borough would obtain. The



environmental easement, allowing access and staging as needed
by KPC for future testing remediation, would be restricted to those
parcels which are subject to institutional controls, generally those
parcels on the waterside of North Tongass Highway.

I. All restrictions from F and F-1 would be lifted as to the Pool and Perin sale
properties allowing those sales to go forward with the proceeds
going to the Borough. The restrictions would also be lifted as to
parcels with map numbers 2, 4, 5, 7, 10, 13, 14, 15, 18, 20 and 21.
F and F-1 would be modified as described in (3) as to parcels with
map numbers 1, 3, 6, 8, 9, 11, 12, 19A, 19B, 19C, 38, 43, 53 and
parts of 39 and 48.

ll. The Borough would apply for transfer of the Mud Bay tidelands lease, map
(22) within sixty days, and may apply for ownership of those
tidelands as part of a general application for tideland ownership by
the Borough.

lll. KPC currently has the right to lease, rent-free, both the helicopter hangar
facility through December 31, 2003 and certain space in its former
administration building through December 31, 2034. Both
properties are scheduled to become Borough assets. As
contemplated by the agreement, KPC would forego its
administration building premises, in return for which the hangar
lease will be extended through December 31, 2005, on the same
terms and conditions which currently exist, including payment of
utilities. In the event the Borough obtained a buyer for the hangar
property, it would give KPC suitable space in the administration
building for the remainder of the amended term of the lease.

IV. As between KPC and the Borough, the Borough would take the property as
is, releasing any claims against KPC, except for those relating to
any environmental conditions of which KPC is aware and has
failed to disclose. The Borough

(Continued on page 4)

would put a similar waiver in any lease or sale documents binding future
users of the property. In connection with this point, KPC has disclosed
all relevant environmental information concerning these properties
which is in its possession.

I. KPC and the Borough would cooperate in seeking federal grant funds to
assist in paying for the redevelopment of Ward Cove, including
first, removal of asbestos from all facilities, and second, such



demolition of structures or other redevelopment as is appropriate.
The Borough and KPC would jointly administer the funds for
redevelopment until such time as the asbestos is removed; after
the asbestos is removed, the Borough would have exclusive
control over the funds for redevelopment. The Borough would
seek a replacement lien in the property for any funds expended on
site remediation and seek to have such lien be first in priority
ahead of other claims by Foothill or other entities.

Il. Once the asbestos is removed, assuming it can free the funds from an
outstanding claim by Foothill, KPC will donate the sum of $300,000
to the Ward Cove Development Fund.

lll. The water use site option and easement, currently held by KPC which
interferes with the Anderes parcel, as proposed, would be
relocated to avoid the conflicting area.

IV. KPC would not object to the Borough subsequently re-subdividing USS 1706,
the unsubdivided remainder of USS 1704, the filled portion of ATS
1, portion A, and portions of USS 1056 Lot 3 to place the sludge
operations on a single lot.

V. The Borough would not take any portion of the dam or pipeline, and would
agree and acknowledge that KPC has exclusive rights to curtail
providing any water from Connell Lake currently being provided to
the former mill site; and to take such action with respect to the
dam and pipeline as it deems appropriate.

I. The Borough would also convey to KPC the three acre parcel along the
pipeline which was remediated as part of KPC’s environmental
cleanup.

SIGNIFICANT POINTS

I. Insofar as the remainder of the Ward Cove property in which the Borough
holds a security interest (generally the seaward parcels), Exhibits
F and F-1 would be substantially modified, through the new
Borough Easement located at Appendix 3 of the Agreement. The
only exception is USS 1056, Lot 3. However, once the asbestos
abatement program is completed, a similar modified easement
would be put in place. Exhibits F and F-1 also would remain in
place with respect to the Ward Cove properties which the Borough
iIs not currently scheduled to receive. However, if further
acquisitions were made in the future, a similar easement



modification would occur.
(Continued on page 5)

I. The agreement would leave F and F-1 in place as to those portions of the mill
site and the tidelands which the Borough is not currently
scheduled to receive. If the Borough were to subsequently receive
those parcels, it would be on roughly the same terms as the dock
and other waterfront parcels. However, another party acquiring
the site would still be subject to F and F-1, unless the Borough first
acquired the property.

ll. The release of claims against KPC for conditions on the property would
establish a situation where essentially KPC tells us what the
condition of the property is and we, if we choose to take the
property, accept it on an “as-is, where-is” basis, agreeing not to
look to KPC for cleanup costs. This term is the same as the
Borough and KPC had negotiated on this issue in the course of the
bankruptcy. The management staff have reviewed the
environmental disclosures, with the assistance of R&M
Engineering, and have discovered nothing which would cause
them to recommend against taking any of the parcels on this
basis.

lll. The treatment of the sand cap in Ward Cove is such that, if the Borough or
one of its tenants damages the cap, then the Borough and tenant
would be responsible for any repairs required. If the cap is
damaged by a third party not connected with the Borough, then the
Borough is not in the chain of responsibility for repairing the cap if
required.

IV. If future institutional controls are required by EPA or DEC, the Borough would
cooperate with KPC in determining what institutional controls
would satisfy regulatory requirements and establishing those
institutional controls.

V. The Borough and KPC would share costs of the existing NPDES permit
serving the property 70/30 with KPC paying 70%.

VI. Agreement with Foothill will still be required to ensure the treatment of the
powerplant, warehouses, and tidelands off the dock that is
desired by the Borough. It is possible that Foothill concurrence
would be required on some of the subdivisions as well.

The attached spreadsheet gives, in summary version, the current status and
treatment of the affected properties. The numbers on the spreadsheet
correspond to numbers on the maps which the Assembly has been using. Copies



of these maps are attached as well.
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1 ATS 1(C-2) E side 3310 064000ats1 $7M YES YES YES NONE FOOTHILL YES YES
2 USS 1208 upind 3220 007000 $7M YES YES YES NONE FOOTHILL NO YES
538&13  |USS 1208 wit/fill 3220 008000 $7M YES YES YES NONE FOOTHILL YES YES
4 USS 1655 3220 009000 $7M YES YES YES NONE FOOTHILL NO YES
5 USS 1653 3220 012000 $7M YES YES YES NONE FOOTHILL NO YES
6 USS 1653 wit 3220 013000 $7M YES YES YES NONE FOOTHILL NO YES
7 USS 1656 upind 3220 015000 $7M YES YES YES NONE FOOTHILL NO YES
8 USS 1656 wit 3220 016000 $7M YES YES YES NONE FOOTHILL NO YES
9 ATS 439 3220 016000ats1 $7M YES YES YES NONE FOOTHILL NO YES
10 USS 1659 upind 3220 003000 $7M YES YES YES NONE FOOTHILL NO YES
11 USS 1659 UNS2; waterside 3220 003500 $7M YES YES YES NONE FOOTHILL NO YES
12&53  |USS 1508 wit 3220 006000 $7M YES YES YES NONE FOOTHILL YES YES
13 USS 1508 unsubdivided 1 3220 005000 $7M YES YES YES NONE FOOTHILL NO YES
14 USS 1508 unsubdivided 2 3220 004500 $7 M YES YES YES NONE FOOTHILL NO YES
15 USS1056-GW office+LD 3310 038000 $7M YES YES YES NONE FOOTHILL NO YES
18 USS 1754 blk 4 3340 041000 $7 M YES YES YES NONE FOOTHILL YES YES
19A USS51056 Lot1 plat 2000-41 3340 041600 $7M YES YES YES NONE FOOTHILL YES YES
198 USS1056 Lot2 plat 2000-41 3340 041500 $7M YES YES YES NONE FOOTHILL YES YES
19C USS 1056 ft 2 imp (admin bid) (3340 042000 IMP) $7M YES YES YES NONE FOOTHILL YES YES
20 USS 1754 1, 283+tri 3340 013000 $7M YES YES YES NONE FOOTHILL NO YES
21 USS 1056 por 2 3340 012000 $7M YES YES YES NONE FOOTHILL NO YES
22 USS 698 TRB 3440 088000ats1 $7M NO NO YES NONE FOOTHILL NO YES
23 USS 812 3440 088000 $7M NO NO YES NONE FOOTHILL NO YES
23 USS 812 helo hanger 3440 088000 $7M NO NO YES NONE FOOTHILL NO YES
24 USS 812 above NTG 3440 089000 $7M NO NO YES NONE FOOTHILL NO YES
25 USS 812 UNS2 3440 088500 $7M NO NO YES NONE FOOTHILL NO YES
26 USMS 1462 Carrol Inlet 9800 002000 $7M NO NO YES NONE FOOTHILL NO YES
28 USS 297 Moser Bay 6730 003000 $7M NO NO YES NONE FOOTHILL NO YES
29 USS 296 Moser Bay 6730 002000 $7M NO NO YES NONE FOOTHILL NO YES
32 USS 2090 Lot B 3239 009000 - YES YES NO
33 USS 1056 ptn1 3310 032500 YES YES NO
34 USS 2923 Ptn 3310 002000 - YES YES NO
35 USS 1862 ptn1 3310 016500 - YES YES MANY MANY YES NO
36 7037 N Tongass Hwy 3310 016500 bid1 - YES YES MANY MANY YES NO
37 7037 N Tongass Hwy 3310 016500bld2 - YES YES MANY MANY YES NO
38 USS 1706 3340 040000 TY-MATT YES YES YES NONE FOOTHILL YES
39 USS 1056 Lot 3 3340 042000 DIP YES YES NONE FOOTHILL YES SOME
39 USS 1056 003 IMPS 3340 042000 bid1 DIP YES YES NONE FOOTHILL YES
Page 1 06/12/2002 4.20 PM kgb VS gfp4




40 Sea Brz USMS 423 9800 004000 TY-MATT NO NO YES NONE NO YES
41 Goo Goo 9800 003000 $7M NO NO YES NONE NO YES
41 Thorne Arm USMS 1598 9800 004000 TY-MATT NO NO YES NONE NO YES
42 USMS 1042 Out of Ketchikan B NO NO N/A NO NO
43 USS 1754 unsubdivided ptn 3340 041000 TY-MATT YES YES YES NONE FOOTHILL YES YES
438 ATS1near 1056(dock) 3310 064000 ats1 DiP YES YES YES NONE FOOTHILL YES YES
49 ATS1near 1862/sawmill 3310 064000 ats1 - YES YES MANY MANY YES NO
50 ATS1 exhibit A;less dock 3310 064000 ats1 Part DIP YES YES ? FOOTHILL YES

51 ATS1 C-1 3310 064000 ats1 - YES YES YES

- UofA Madison Street 1214 001110 $7M NO NO YES NONE NO YES

Page 2 06/12/2002 4:20 PM kgb VS gfp4




AGREEMENT

This Agreenent is entered into effective the __ day of
_________ , 2002, by and between the Ketchikan Gateway Borough
(“Borough”), Gateway Forest Products, Inc. ("Gateway"), and

Ket chi kan Pul p Conpany (“KPC’).

RECITALS

WHEREAS, KPC sold its fornmer pulp mll site, substantially
all of its operating assets, and other real properties in or near
Ward Cove, Ketchikan, Al aska, to Gateway pursuant to the terns and
conditions of an Asset Purchase Agreenment (“APA’) dated Novenber
3, 1999;

WHEREAS, Gateway and KPC executed and delivered various
Ancillary Agreenments as part of the APA, the listing of which is
nore fully set forth in Appendix "1" hereto;

WHEREAS, the Environnental Allocation Agreenment set forth the
environnental liabilities retained by KPC and those bei ng assuned
by Gateway and its terns and conditions were incorporated by
reference into the Environnental Allocation Easenent;

WHEREAS, the Quitclaim Deed, recorded in the Ketchikan
Recording District on Novenmber 5, 1999 at Book 306, Page 72,
effectuating the transfer of assets and real property fromKPC to
Gateway as contenplated in the APA, specifically reserved and
i ncorporated by reference the Environnmental Allocation Easenent;

WHEREAS, KPC assigned to Gateway its interest in the Al aska
Ti del ands Lease serialized by the State of Al aska, Departnent of
Natural Resources, as Tidelands Lease ADL 34507, which is
applicable to the property identified as ATS No. 698, Tract B (the
“Mud Bight Tidelands Lease”), but Gateway did not conplete the
transfer, resulting inits retention by KPC

WHEREAS, on June 14, 1999, KPC and the Borough entered into a
| oan agreenent pursuant to which the Borough commtted to | oan KPC
$7.0 mllion for construction and operation of a veneer mll at
Ward Cove;

WHEREAS, KPC and the Borough entered into an assignnent of
the veneer mll |oan agreenent to Gateway on June 14, 1999;

WHEREAS, the Borough was unaware of the terms of the APA
bet ween KPC and Gateway and neither the $7.0 mllion promssory

AGREEMENT - Page 1



note nor the deed of trust were executed by Gateway until Decenber
13, 1999;

WHEREAS, Gateway unsuccessfully attenpted to reorgani ze under
Chapter 11 of the Bankruptcy Code and now is in default of its
paynment obligations to both KPC and t he Borough;

WHEREAS, the parties contenplate that the fornmer mll site
wi || be subdivided; that the Borough will foreclose on sone or al

of the parcels created; and that the resulting |ots enconpassing
the wood room area and fuel tank area will be sold by the Borough
tothird parties, with the proceeds therefrombeing deposited in a
fund established by this Agreenent;

WHEREAS, the parties may disagree with respect to the
validity and applicability of the Environnmental Allocation
Agreenment and the Environnmental Allocation Easenment (Exhibits F
and F-1), insofar as certain parcels of real property are
concerned, the purpose of this Agreenent is to fully and finally
resolve any and all related disputes; to facilitate redevel opnent
of properties in the Ward Cove area; to renpbve asbestos from
certain structures situated on USS 1056, Lot 3; and to provide for
the orderly transfer to the Borough of certain properties
currently owned by Gateway;

WHEREAS, the parties further desire to nodify the terns of
the Environmental Allocation Agreenent and the Environnental
Al l ocation Easenment and to otherwise resolve certain issues
out st andi ng between them and

WHEREAS, capitalized terns shall be construed by reference to
the definitions or explanations given in this Agreenent, including
the Recitals, the text, the Definitions section, and Appendices
"1" and "2" hereto;

NOW THEREFORE, in consideration of the nutual prom ses,
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
Agreenment, the term “Borough” neans and refers to the Ketchikan
Gat eway Borough, a munici pal corporation organi zed pursuant to the
| aws of the State of Al aska. Were 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 enployees,

AGREEMENT - Page 2



agent s, contractors, i nvitees, | i censees, representatives,
permttees, joint venturers, instrunmentalities, port authorities,
any third party contractually directly or indirectly related to
t he Borough, as well as their successors, heirs, and assigns.

(b) Except as otherwise specifically provided in this
Agreenment, the term “Gateway” neans and refers to both Gateway

Forest Products, Inc., an Al aska corporation, and Gateway's
successors, heirs, and assigns. The term"Gateway" al so incl udes
its enployees, agents, contractors, i nvit ees, l'i censees,

representatives, permttees, joint venturers, instrunentalities,
any third party contractually directly or indirectly related to
Gateway, as well as their successors, heirs, and assigns.

(c) Except as otherwise specifically provided in this
Agreenment, the term “KPC' neans and refers to both Ketchi kan Pul p
Conmpany, a Washington corporation, and KPC s successors, heirs,
and assi gns.

(d) Notw thstandi ng t he f or egoi ng, t he respective
successors, heirs, and assigns of the Ketchikan Gateway Borough
Gat eway Forest Products, Inc., and Ketchi kan Pul p Conpany, shal
be relieved of their obligations to conply with this Agreenent to
the extent such party no I onger holds any interest in the Borough
Property; provided, however, that any such party's responsibility
and liability for acts and om ssions occurring during the period
in which that party holds any ownership, |easehold, or other
interest in the Borough Property (and any party's rights to
paynent, reinbursenent, indemification, release, or a defense
regardi ng the sane) shall survive such transfer. Nothing in this
subsection shall dimnish or relieve the obligations or
liabilities of the Ketchikan Gateway Borough, Gateway Forest
Products, Inc. or Ketchikan Pulp Conpany from the obligations of
thi s Agreenent.

2. Definitions.

The ternms used in this Agreenent shall have the follow ng
meani ngs, which are to be equally applicable to both the singular
and plural forns of the terns defi ned:

(a) "Borough Property"” neans the various parcels of property
which are nore particularly identified in Appendix "2"

her et o.

(b) "Costs" neans, with respect to Renediation and
| nvesti gation activities, act ual reasonabl e
expenditures, including but not Iimted to, reasonable

attorneys' fees and defense costs, contractor costs,
consul tant costs, governnental oversight costs and ot her
necessary expenditures.
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"Environnental Laws" neans all State of Al aska, | ocal

and federal |aws, statutes, regulations, and ordi nances
of any kind relating to environmental protection or
conpliance as they currently exist and as they nay cone
to be anended, including but not limted to, the federal
Cl ean Water Act; Clean Air Act; Toxic Substances Control
Act; Conprehensive Environnental Response, Conpensation
and Liability Act; Resource Conservation and Recovery

Act; Federal Insecticide, Fungicide, and Rodenticide
Act; Safe Drinking Water Act; Hazardous Materials
Transportation Act; |aws designated in Al aska Statutes

Title 46; and comon |aw including causes of action
arising in tort.

"Hazar dous Subst ances" neans substances which constitute
hazar dous substances wunder either the Conprehensive
Envi ronnental Response, Conpensation Liability Act or
under AS 46. 03. 822.

"I nstitutional Control s" means the Envi r onnent al
Protection Easenent and Declaration of Restrictive
Covenants in favor of the State of Al aska, Departnent of
Nat ural Resources, recorded on Cctober 28, 1999, at Book
305, page 772 in the Ketchikan Recording District and
such ot her nmeasur es, control s, limtations,
prohi bitions, procedures, or protocols that the United
States Environmental Protection Agency ("EPA"), the
Al aska Departnent of Environnental Conservation ("DEC")
or the Al aska Departnment of Natural Resources require
("DNR') in order to maintain the integrity of a renedi al
or renoval action or prevent a release or threatened
rel ease of a Hazardous Substance.

"l nvestigation or |Investigatory" neans actions to assess
t he nat ure and ext ent of Hazar dous Subst ances
contam nation, including sanpling and other necessary
activities.

"Losses" neans all known and unknown cl ai ns, causes of
action, liabilities, paynent requests or demands,
| osses, costs, expenses (including, without limtation,
reason abl e attorneys,’ experts,’ and other consultants’
fees), penalties, fines, equitable relief, and damages.

"Renedi ati on" means actions to renove, clean up, treat,
or di spose of Hazardous Substances fromthe environnent,
including but not limted to, actions which my be
necessary to prevent, mnimze, or mtigate danmage to
the public health or welfare or to the environnment from
a release or threatened release of a Hazardous
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Subst ance.

(i) "Ward Cove Consent Decree" neans the consent decree with
the EPA and the U S. Departnent of Justice entered in
the US. District Court for the District of Al aska:
CERCLA Renedi al Design/ Renedi al Action Consent Decree,
United States v. Gateway Forest Products, I nc.,

Ket chi kan Pul p Conpany, & Loui si ana-Pacific Corporation,
Case No. AQ00-225 CV (JKS)

() "ward Cove Landfills"™ neans the industrial |andfil
whi ch KPC owns and operates upon Lot 2, Tract 3004,
Dawson Poi nt Subdi vi sion, according to the plat thereof
filed Novenber 28, 2000 as Plat 2000-73 and recorded in
t he Ketchi kan Recording D strict.

(k) "ward Cove Marine Area" neans the water body comonly

known as Ward Cove, including marine waters to the
ordinary high water mark and sedi nents underlying such
wat er s.

Al'l of the definitions provided in the Recitals and in Appendi ces
"1" and "2" are incorporated herein by reference as though fully
set forth, and all of the definitions provided anywhere in this
Agreenment, including the Recitals, the text, and Appendices "1"
and "2" shall constitute binding terns of this Agreenent.

3. Property Covered.

(a) This Agreenent applies to the real property interests
described in Appendix "2" hereto, which is incorporated herein by
reference as though fully set forth. The real property interests
listed in Appendix "2" are those which the Borough has or wll
receive, whether by foreclosure or otherwise, from Gateway.
However, to the extent the Borough does not acquire any of the
property interests, the terns of this Agreenent shall not apply.

(b) The obligations of a future holder of any interest in a
parcel or area of real property described in Appendix "2," or a
portion thereof, shall be limted 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. Exhibits F and F-1 Superseded.

(a) This Agreenent and the acconpanying Environnenta
Easenent and Covenants ("Borough Easenent”), the formof which is
attached hereto as Appendi x "3" for reference purposes only and is
not nmeant to be incorporated by reference into this Agreenent,
shal | supersede and repl ace the Environnental Allocation Agreenent

AGREEMENT - Page 5



and Environnmental Allocation Easenent with respect to the Borough
Property.

(b) This Agreenent and the Borough Easenent shall not affect
the applicability of the ternms and conditions of the Environnental
Al l ocation Agreenent or Envi r onnment al Al'l ocation Easenent
("Exhibits F and F-1") as to any real property other than the
Bor ough Property.

(c) The Borough Easenent shall be executed and recorded only
after the Borough obtains title to the Borough Property, whether
by foreclosure or otherwi se, but shall be subject only to the
Borough's title, including all reservations, easenents and
restrictions of record.

5. Applicability of the Borough Easement.

(a) Apart from USS 1056, Lot 3 which is addressed in
subsection (c) hereof, the Borough Easenent shall apply to all of

the Industrial and Non-Industrial Properti es, except the
fol | ow ng:
(1) USS 1056, Lots 1, 2, and 3, Block 2, New Wicker

Townsite (Gateway d ub);

(i) USS 1056, 6.39 acres adjacent to USS 1754 (South
Coast | ease);

(1i1)USS 1208 (portion upland of North Tongass H ghway);

(1v) USS 1508 (Pool sale);
(v) USS 1653 (portion upland of North Tongass H ghway);
(vi) USS 1655 (portion upland of North Tongass H ghway);

(vii)USS 1656 (portion upland of North Tongass H ghway):

(viii) USS 1659 (Pool sale);
(1x) USS 1754, Blocks 1, 2 and 3 (Perin sale); and
(x) USS 1754, Bl ock 4.

I nsofar as the 6.39 acres of USS 1056 are concerned, the Borough
expressly acknow edges that, when the parcel was conveyed by KPC
to Gateway, it was an undevel oped |ot, covered by virgin tinber.

(b) Al of the Non-Ward Cove properties shall be rel eased
fromExhibits F and F-1 and t he Borough Easenment will not apply to
t hose parcels.
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(c) USS 1056, Lot 3 (as now configured or as it may exist
after subdivision), shall remain subject to both the Environnental
Al l ocation Agreenent and the Environnmental Allocation Easenent
until the conditions set forth in Section 13 of this Agreenent
have been ful fill ed.

(d) A formof Easenent and Covenant Vacation with respect to
the Parcels addressed in subsections (a) and (b) hereof is
attached as Appendix "4."

(e) In the event that, subsequent to the execution of this
Agreenent, the Borough obtains title to other properties to which
the provisions of the Environnmental Allocation Agreenent and the
Environnental Allocation Easenent apply, KPC shall cooperate in
replacing them with an easenent containing the sane terns and
conditions as set forth in Appendix "3" hereto.

6. Governmental Easement Unaffected.

This Agreenment shall not be interpreted to dimnish 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 Ketchi kan Recording District
on Cctober 28, 1999 at Book 305, Page 772.

7. Access Easements.

(a) KPC and the Borough hereby acknow edge and agree that,
upon the ternms and conditions set forth in the Borough Easenent,
an easenent interest in favor of KPC is hereby established in and
to the Industrial Parcels consisting of a right of free access to
and across the Industrial Parcels to allow KPC to undertake or
observe any sanpling and Investigatory activities, Renediation
activities, and any reasonable actions necessary to support or
i npl enent Investigatory and Renediation activities at the
I ndustrial Parcels. KPC s right of access shall also include,
without limtation, the right to use the properties to the extent
reasonably necessary for a staging area or otherwise to conply
with Environnental Laws and the directives or orders of
governnental agencies relating to the Industrial Parcels.

(b) KPC and the Borough further acknow edge and agree that,
upon the ternms and conditions set forth in the Borough Easenent,
if either the EPA, DEC or DNR requires KPC to conduct sanpling,
| nvestigation, Renediation, or other related activities on the
Non-1 ndustrial Parcels, KPC shall have a right of free access to
and across themto the extent reasonably necessary for staging and
to otherwise carry out the directives or orders of EPA, DEC, or
DNR, provi ded, however, that KPC will forego its staging rights
with respect to the foll ow ng parcels when intended solely for the

AGREEMENT - Page 7



pur pose of supporting sanpling, Investigation, Renediation or
other related activities on adjacent properties:

(i) USS 1208;

(ii) USS 1508;

(ii1)USS 1653;

(1v) USS 1655; and

(v) USS 1659.

(c) KPC s right of access shall also include access through
and across all access easenents which have been or hereafter are
established by or reflected in any plats of U S. Survey 1056 or

ATS-1, whether those access easenents are designated as private
access easenents or ot herw se.

(d) KPC s access rights, as described above, shall not
prevent the Borough Entities from constructing any buildings or
ot her inprovenents on the Borough Property. In that event, KPC

will exercise its access and staging rights in a manner which wll
not interfere with the Borough Entities' uses or devel opment of
t he properti es.

8. Capping Materials.

(a) The Borough Entities covenant and agree that they shal
not, through any activities or operations in Ward Cove or the Ward
Cove area, damage any cap or capping nmaterials that have been
applied to sedinents in the Ward Cove Marine Area under the Ward
Cove Consent Decree. The Borough Entities further covenant and
agree that they shall be liable for any such damage ari sing out of
the acts or om ssions of the Borough; provided, however, that the
Borough Entities shall not be responsible or |iable for damage to
the cap or capping nmaterials to the extent such damage results
fromthe activities or operations of KPC

(b) The Borough Entities further covenant and agree that, if
damage occurs for which the Borough Entities are liable, the
Bor ough Entities shal | i medi ately report the relevant
circunstances to EPA and KPC and restore the cap to a condition
and to specifications as directed by EPA or by any governnenta
body having primary regulatory jurisdiction over the work
undertaken by KPC under the Ward Cove Consent Decree; provided,
however, that the Borough Entities shall be under no obligation to
restore the cap or capping materials until directed to do so by
the EPA or other governnental body having jurisdiction.

(c) The Borough agrees to inpose appropriate contractual
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requi renents and port use regulatory provisions regarding the
capping naterials on parties that it does business with consi stent
with the requirenents inposed herein.

(d) KPC agrees that this Agreenment does not dimnish, or
shift to the Borough, KPC s responsibility to nmonitor, 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.

9. Institutional Controls.

(a) The Borough Entities agree that they will adhere to and

conply with, at their expense, any and all Institutional Controls
which are or nmay becone applicable to the Borough Property, the
activities conducted thereon, or both. Provi ded, however, that

for each parcel or area conprising the Borough Property, the
Borough Entities shall only be obligated to comply with the
exi sting or new lnstitutional Controls that are applicable to such
parcel or area. The Borough Entities will not seek paynment or
damages from KPC for the cost of inplenenting these Institutiona
Controls or for any resulting dimnution in value of any such
par cel s.

(b) KPC, the Borough, and Gateway wi || cooperate with each
other and relevant agencies with respect to any inposition of
Institutional Controls that my be required on the Borough
Property.

(c) In the event that any governnental entity seeks to
inmpose Institutional Controls on the Borough Property, KPC
pronptly will notify the Borough and cooperate with it. Under no
ci rcunst ances, however, shall this section be interpreted to
require the Borough or KPC to indemify the other for any costs of
Remedi at i on.

(d) The Borough agrees to i npose, upon the Borough Entities,
appropriate contractual requirenments regarding adhere to and
conpliance with, at their expense, any Institutional Controls
which are or may becone applicable to the Borough Property,
consistent with the provisions contained in this Section.

10. Government Oversight Costs.

The parties agree that each shall be responsible for any
government oversight costs that nmay be assessed by any governnent
agency attributable to inquiries or operations that any of them
may initiate or conduct. In the event of a disagreenent between
the parties as to whether a particul ar governnental oversight cost
is properly attributable to KPC, the Borough, Gateway, or should
be shared in sone manner between them the parties agree that they
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shall jointly solicit the opinion of that governmental agency, and
the opinion of the governnental agency shall be deened
presunptively correct. Any party seeking to allocate
responsibility differently than the agency shall have the burden
of proof on that issue. Under no circunstances, however, shal
this section be interpreted to require the Borough or KPC to
indermi fy the other for any costs of Renedi ation.

11. Disclosure of Environmental Conditions by KPC to Borough.

(a) Ketchikan Pulp Conmpany has conducted an inquiry
concerning environnental conditions at the Borough Property. To
t he best of KPC s know edge, as defined under AS 45.01.201(28), it
has disclosed to the Borough all material information concerning
the environnmental conditions at the Borough Property.

(b) KPC has provided the Borough the follow ng infornmation
concerning known environnmental conditions with respect to the
Bor ough Property:

(1) Itenms set forth in a letter from Donna Wllard to
Cabot Christianson dated Septenber 28, 2001
i ncluding the Schedule of Exceptions attached to
t he APA;

(i) Itenms provided by John Peterson as set forth in his
letter to Cabot Christianson dated Cctober 2, 2001;
(iii) Four boxes of site characterization and ot her associ at ed
docunents, a listing of which was included, devel oped by
Exponent and PTI Environmental Services under the Ward
Cove CERCLA process overseen by EPA and DEC, which were
shipped via Alaska Airlines GColdstreak along with a
cover letter from John Peterson to Cabot Christianson
dat ed Decenber 17, 2001, as well as two indices entitled
"Upl ands Qperable Unit" and "Marine Qperable Unit;" and

(1v) A synopsis prepared by KPC, and set forth in a
letter from John Peterson to Cabot Christianson
dated January 4, 2002, of any untoward conditions,
including any which mght have arisen after the
sale of the Ward Cove property to Gateway in
Novenber 1999, as well as the an enclosure entitled
“Overview, Characterization Activities Associated
with the Fornmer Ketchikan Pulp Conpany Site,”
prepared by Exponent (Decenber 2001).

(c) The Borough has had anple opportunity to review the
i nformation provided by KPC, as |isted above, as well as to seek
t he advice of counsel. The Borough has also had sufficient tine
to inspect the Borough Property. The Borough is entering into
this Agreenent in reliance upon its own due diligence, in addition
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to KPC s representations set forth herein

(d) If KPC agrees, or a court finds, that KPC breached the
representation in subsection (a) above by failing to disclose to
t he Borough material informati on concerning existing contam nation
at the Borough Property of which KPC had know edge, as defined
under AS 45.01.201(28), prior to entering into this Agreenent, and
if the Borough Entities are subject to a final agency directive or
order that they are responsible for investigating or renediating
such contam nation, then KPC agrees that it will, at its option
either renmediate or pay for the renediation of such contam nation
to the regulatory cleanup standards then in force and applicable
to both the Industrial Parcels and the Non-Industrial Parcels.
The Borough Entities agree that such renedi ati on shall be the sole
and exclusive renedy for KPCs failure to disclose and that the
Borough Entities shall be precluded fromseeki ng any ot her damages

or equitable relief, including but not limted to conpensatory
damages, consequential damages, lost inconme, and any other
expenses, costs, or |osses. The limtation on the Borough

Entities’ renmedies in the preceding sentence shall apply only if

KPC diligently pursues the required investigation and renediation

activities, and KPC does not unreasonably delay such activities or

unreasonably interfere with the Borough Entities’ use of the

Bor ough Property.

12. Environmental/Real Property Release by the Borough and
Subsequent Buyers.

(a) For purposes of this section only, Ketchikan Pulp
Conmpany shall mean and include the corporation and its agents,
servants, enployees, officers, directors, partners, principals,
and sharehol ders, as well as all of their insurance conpani es and
contractors ("KPC Rel easees").

(b) Except as otherwise provided in this Agreenment, the
Bor ough hereby rel eases, forever discharges, and covenants not to
sue the KPC Rel easees with regard to any and all Losses, whether
past, present, or future, arising out of or in any way related to
the real property interests, together wth any inprovenents
situated thereon, which are identified in Appendix "2" hereto,
i ncl udi ng: (1) any and all known and unknown environnental
cl aims, whether arising under CERCLA, RCRA, and AS 46.03.822, or
ot herwi se; and (2) any and all other known and unknown cl ai s and
causes of action, whether arising under statute, contract, common
law, tort, or any other |law or |legal theory (the "Rel ease").

(c) The parties further covenant and agree that the
provisions of this Agreenent supersede and replace the
envi ronnmental provisions contained in the |oan agreenent and the
assi gnment and assunption agreenent, both dated June 14, 1999, and
that certain deed of trust dated Decenmber 13, 1999, recorded
Decenber 21, 1999 at Book 307, Page 629, Records of the Ketchikan
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Recording District, First Judicial D strict. The Rel ease al so
shall extend, wthout I|imtation, to all Losses, whether
attributable to KPC, Gateway, or otherw se, arising out of, or in
any manner related to, the Environnental Allocation Agreenent, the
Envi r onnent al Al l ocation Easenent, or bot h, or to the
environnmental obligations set forth in any one or nore of the
fol | ow ng: (1) Agreenent For Loan dated June 14, 1999; (2)
Agreenment For Assignnment For Assignnent, Assunption and Rel ease
dated June 14, 1999; and (3) the Deed of Trust dated Decenber 13,
1999 and any anendnents thereto.

(d) The Borough acknow edges and agrees that it is famliar
wi th the decisions of the Al aska Suprene Court in Witt v. Watkins,
579 P.2d 1065 (Al aska 1978); Schmidt v. Lashley, 627 P.2d 201
(Al aska 1981); and Mitchell v. Mitchell, 655 P.2d 748 (Al aska
1982), and that it has contenplated the possibility that new facts
may subsequently be discovered which may affect its rights to
relief, and that, except as otherw se provided in this Agreenent,
it is nevertheless the Borough’s intention to fully release and
forever discharge the KPC Rel easees and Gateway with regard to any
and all known and unknown Losses arising out of or in any way
related to the matters descri bed herein.

(e) The Borough further acknow edges and agrees that it is
famliar with the decision of the Al aska Suprene Court in Young v.
State, 455 P.2d 889 (Alaska 1969), and that it nevertheless
intends to fully release all individuals, firnms or corporations
who could at any future 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 specifically |listed and nanmed herein.

(F) The Borough specifically renounces and releases any
right it nmay now or hereafter have to reform rescind, nodify, or
set aside this Release because of nutual or unilateral m stake.
The risk of mistake is hereby assuned by the Borough. It is
further acknow edged and agreed that no representation, prom se,
or inducenent, other than those specifically expressed in this
Agreenent, has been nade to secure this Rel ease.

(g) The Borough acknow edges and agrees that it has had an
adequate opportunity to consult with counsel of its own choosing
and to review all of the ternms and conditions herein, and that
this Release is entered into wthout haste and wthout any
di sparity of bargaini ng power.

(h) The Borough agrees that it shall contractually require
its successors, heirs, and assigns to rel ease, forever discharge,
and covenant not to sue the KPC Releasees with regard to the

Bor ough Property. To that end, the Borough shall include the
following |language in any |ease, sale, or conveyance of any
interest in all or part of the Borough Property and shall

contractually require any successor, heir, or assign to inpose
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such language in future | eases, sales, and conveyances:

[ Name of |essee, purchaser, or interest holder]
hereby agrees that, through entering into this
Agreenent, it hereby forever rel eases and covenants not
to sue Ketchikan Pulp Conpany, its agents, servants
enpl oyees, officers, directors, partners, principals,
sharehol ders, or any of their insurance conpani es and
contractors with regard to any and all causes of action,
liabilities, paynent requests or demands, |osses, costs,
expenses (including, wthout I|imtation, reasonable
attorneys’, experts’, and other consultants’ fees),
penalties, fines, equitable relief, and damages, whet her
known or unknown, that are, or nay be, associated with
the property subject to this Agreenment, including but
not limted to environnmental clains, whether arising
under CERCLA, RCRA, AS 46.03.822, or otherw se.

The parties to this Agreenent agree that Ketchikan
Pulp Conpany is a third party beneficiary of this
Agreenment and any future agreenments concerning the
property.

[ Name of |essee, purchaser, or interest holder]
HEREBY AGREES THAT LANGUAGE | DENTI CAL TO THE PREVI QUS
TWO PARAGRAPHS SHALL BE | NCORPORATED | NTO ANY FUTURE
LEASE, SALE, OR CONVEYANCE OF ANY | NTEREST (| NCLUDI NG
DEEDS OF TRUST) IN ALL OR PART OF TH S PROPERTY.

13. Property Sales and Establishment of Development Fund.

(a) The parties agree to establishnent of a devel opnent fund
("Ward Cove Devel opnent Fund"), controlled jointly by the Borough
and KPC, the purposes for which are asbestos abatenent, structure
denolition, utilities relocation, site grading and other
redevel opnment activities.

(b) The sources for contributions to the Ward Cove
Devel opnent Fund are:

(1) Proceeds derived from fair narket sales, to third
parties, of any lots created as a result of
subdi vidi ng USS 1056, Lot 3, and ATS-1, Exhibit A

(i) Net inconme, after paynent of all expenses,
generated by rental or lease of any of the
properties, other than those derived fromthe dock
facilities and sludge treatnment plant; and

(iii)Acquisition of federal grants, appropriations and ot her
funds which KPC and the Borough wll cooperate in
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seeki ng to obtain.

(c) For purposes of subsection (b)(i), the parties
acknowl edge that the Borough intends to acquire and retain a
portion of current USS 1056, Lot 3 for purposes of constructing
and operating a sludge treatnent facility, as well as acquiring,
retaining and operating the fornmer KPC dock |ocated on ATS-1,
Exhibit A Furthernore, pursuant to the provisions of this
Agreenment, KPC will be granted a new water use option site. It is
not intended that revenues generated from any of these endeavors
will be contributed to the Ward Cove Devel opnent Fund.

(d) No nonies from the Ward Cove Devel opnent Fund will be
expended for any purpose other than abatenment of asbestos until
all such work has been conpleted. Thereafter, KPC wi Il relinquish
any further right of control with respect to the Fund, which
thereafter shall be under the sole direction and control of the
Bor ough.

(e) Inthe event of any fair market sale prior to conpletion
of all asbestos abatenment, the Environnental Allocation Agreenent
and the Environmental Allocation Easenent will be replaced with an
easenment containing the sane terns and conditions as the Borough
Easenent. Simlarly, once the asbestos on the property has been
abat ed, the Borough Easenent will be recorded in replacenment of
the Environmental Allocation Agreenent and the Environnental
Al | ocation Easenent with respect to any renai ni ng unsol d property.

(F) After conpletion of the asbestos abatenent, and assum ng

KPC reaches a settlenment with Foothill Capital Corporation, as a
result of which KPCis entitled to the retained equi pnent proceeds
currently being held in trust, it wll contribute the sum of

$300, 000 to the Ward Cove Devel opnent Fund.

(g) Wth respect to nonies contributed to the Ward Cove
Devel opnent Fund, Gateway and the Borough agree that:

(1) Those contributed by the Borough from grants or
proceeds from sales of property subject to the
Borough's first priority security interest, which
are expended either for renoval of asbestos or for
redevel opnent, shall be secured by a deed of trust
on the parcel to be created which enconpasses the
former KPC power house;

(i) Gat eway and the Borough will seek a waiver of any
liens which mght be superior to the lien hereby
contenpl ated; and

(iii)Gateway w Il execute any docunents necessary to perfect
and record the Borough's security interest.
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14. Water Use Site Easement and Subdivision of USS 1056, Lot 3
and ATS-1, Exhibit A.

(a) Because Lot 3-A of the No. 2 Subdivision, contenplated
for sale to Anderes QO I, LLC, inpinges upon KPC s Water Use Site
Easenent at which beneficial use of water transported from Connel

Lake can be nade, Gateway and the Borough will cooperate in an
anendnent to the Water Use Site Easenent ("Water Use Site Easenent
Amendnent”) which will provide KPC with an alternate site,

together with any necessary easenents.

(b) Attached hereto as Appendi x "5," and incorporated herein
by reference, is a drawi ng which depicts an interi mdescription of
the alternate site and the necessary easenents, including those
related to transportation of water to the dock ("Use Site
Prem ses"). It consists of a parcel of undevel oped property
| ocated adjacent to the former KPC filter plant which is conprised
of approximately 28,900 square feet.

(c) The parties have conmm ssioned a survey to be conpleted
within 180 days of the execution of the Water Use Site Easenent

Amendnent, which will provide a nore detail ed description of the
Use Site Prem ses and rel ated easenents. KPC will prepare and
record a nore detailed survey thereof, including appropriate

information and reference points. Upon recordation, the detailed
| ocation survey shall automatically be deened to describe the Use
Site Premises in lieu of the interimdescription in Appendix "5."

(d) KPC shall have the right to acquire title to the Water
Use Site Easenent, anended as set forth herein, upon the sane
terms and conditions as set forth in the Water Use Site Option
Agreenent, except that it shall be anmended to provide that:

(i) The Option Termset forth is Section 1.02 shall be for a
period of ten years commencing on the effective date of
this Agreenent; and

(i1i) KPC shall be entitled to acquire the Use Site Prem ses
at no cost, other than expenses related to subdividing
and pl atting.

In all other respects, the Water Use Site Easenent and the Water
Use Site Option Agreenment will remain in full force and effect.

(e) Upon execution of the foregoing anendnents to the Water
Use Site Option Agreenent and recordation of the Water Use Site
Easenent Anendnent, the Borough and KPC shall consent to the No. 2
and No. 3 Subdivisions of US. Survey 1056, Lot 3 and ATS-1,
Exhibit A as well as their recordation
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(F) In any subsequent plat which is prepared and submtted
for approval, the Borough shall ensure that KPC s
prior recorded real property interests, including
the following, wll be depicted, described and
acconpani ed by appropriate plat notes:
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(1) The Plant Systens Easenent, as
anmended;

(i) The Water Use Site Easenent, as anended;
(iii1)The Water Use Option Site, as anended; and

(1v) Al l appl i cabl e envi ronnent al easenent s and
covenants.

Any final plat approved by the Ketchi kan Gat eway Bor ough Pl anni ng
& Zoning Comm ssion shall include provision for approval by KPC
prior to its recordation, as required by the Borough Code.

(g) After any plat subdividing the Borough Property is
recorded, the parties shall execute all docunents necessary to
ensure that Exhibit F-1 and the Borough Easenent continue to apply
to any of the subdivided parcels to which either applies, as set
forth in this Agreenent and the Borough Easenent.

(h) The Borough intends to seek subdivision of portions of
t he unsubdi vi ded remai nder of USS 1754, USS 1706, USS 1056, Lot 3,
and ATS-1, in order to create a single parcel upon which to
construct and operate a sludge treatnent facility. So long as the
requisites set forth in subsections (e), (f), and (g) of this
section are net, KPC will not oppose any such subdi vi si on.

15. NPDES Permits and Outfall Pipes.

(a) Gateway has agreed to maintain existing outfall pipe 001
and associated facilities in good working order and in a condition
sufficient to accommobdate existing and future wastewater
di scharges associated with the Ward Cove Landfills. Gateway, the
Bor ough, and KPC have agreed to a cost sharing fornmula equitably
all ocating the associated expenses of the permt, which is set

forth in Appendix "6" to this Agreenent. This formula shall
remain in force until KPC obtains its own NPDES permt and
conpl etes construction of its own outfall, at which tine KPC s

portion of the cost sharing shall termnate.

(b) KPC is in the process of obtaining a new NPDES permt
after which a separate outfall for the Ward Cove Landfills wll be
constructed. An easenent for that purpose was granted by Gateway
and recorded on April 30, 2002 as Docunent 2002-001755-0. In
conjunction therewith, Gateway and the Borough pronptly wll
commence the process necessary to nodify, anmend, or have reissued
the current NPDES permt governing outfall 001.
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16. Office and Hangar Lease.

(a) KPC agrees to conpronmise its rights under the Ofice and
Hangar Lease ("Lease") as follows: KPC w | vacate the offices in
its former adm nistration building which it currently occupies and
the Lease as to that facility only will be termnated. In return,
KPC shall be granted the right to occupy the helicopter hangar
prem ses through Decenber 31, 2005. That occupancy shall be rent-
free and otherwise on the same terns and conditions, including
paynent for utilities, set forth in the Ofice and Hangar Lease,
at which point the Lease shall termnate.

(b) In the event that the Borough were to either sell the
hangar property or acquire a long term paying tenant, KPC shal
vacate the prem ses, provided that suitable alternate facilities,
i ncludi ng tel ephone lines, electricity, water and data ports, are
made available in the adm nistration building. In that event, KPC
woul d be entitled to utilize that space until Decenber 31, 2005.

17. Electric Utilities.

To the extent that KPC utilizes power generated by Ketchikan
Public Utilities in connection with the Connell Lake Dam and
Pipeline, KPC agrees to pay its proportionate share of such
expenses, estimated to be in the anbunt of $500.00 per nonth. KPC
neverthel ess reserves the right, in accordance wth an earlier
agreenent reached with Gateway, to establish an alternate power
source at any tine.

18. Mud Bight Tidelands Lease.

The Borough has elected to accept the Mid Bi ght Tidel ands

Lease and KPC wi || cooperate by executing appropriate docunents,
participating in neetings, and carrying out other steps reasonably
necessary to effectuate the transfer. If the Borough fails to

request a transfer or file the appropriate docunents within sixty
(60) days after execution of this Agreenent, KPC shall be entitled
to surrender the Mud Bi ght Tidelands Lease to the State of Al aska.

19. Dam, Pipeline and Associated Water Rights.

The Borough has elected to forego acquisition of the Connel
Lake dam and pi peli ne through which water is delivered to the Ward
Cove properties. As aresult, the parties hereby acknow edge that
KPC retains ownership of those assets, together wth the
associated water rights, and that KPC possesses the unfettered
right to termnate water from Connell Lake to the Ward Cove
properties.

20. Pipeline Access Road Parcel.
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The three-acre parcel along the pipeline access road
(“Pi peline Access Road Parcel”) as nore particularly described in
Appendi x "2," when conveyed to the Borough by the State, wll be
conveyed to KPC, wi thout additional consideration, by Quitclaim
Deed and Bill of Sale, as previously contenplated by the parties.

21. Reservation of Borough Rights.

Not hing in this Agreenent shall be construed to limt 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 Agreenent shall remain effective notwithstanding the
Bor ough' s acqui sition of subsequent ownership and title.

22. Notice, Cooperation, and Non-Interference.

(a) KPC and the Borough hereby covenant and agree to
cooperate to avoid any unreasonable interference with KPC s and
t he Borough' s respective activities and operations at the Borough
Property.

(b) KPC and t he Borough al so covenant and agree to cooperate
in any property sales made consistent with the ternms of this
Agreement, including the prospective sales to Anderes, Perin, and
Pool, as well as disposition of the Veneer MII| properties,
including the inprovenents situated thereon (USS 1862, a portion
of ATS-1, Exhibit A, and proposed Lot 3-B of USS 1056).

(c) KPC, Gateway and the Borough further covenant and agree
to give the other parties advance witten notice of any materi al
excavation, digging, or other simlar activities on the Industri al
Parcel s of the Borough Property set forth in Appendix C 1. hereto.

23. Further Assurances.

(a) The parties agree to draft, execute, and record, as
appropriate, and as soon as reasonably practicable after the
Execution of this Agreenent, such docunents as may be necessary or
appropriate to carry out the intent of this Agreenent.

(b) The parties also agree to perform any further acts and
to draft, execute and record any additional docunments that may be
necessary and appropriate in the future to carry out the terns of
this Agreenent.
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24 . Default and Remedies.

(a) Time is of the essence for this Agreenent, and the
parties hereto shall pronptly performall of the obligations set
forth herein.

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

(c) If aparty Defaults in any way in the performance of any
of its obligations under this Agreenent, 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 caused by

the Default. Recover abl e danmages shall include, but not be
limted to, all expenses of performance, securing performnce, or
any conbination thereof, and all incidental costs and danages
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 ot her damages suffered.

(d) The parties acknow edge and agree that the nature of
many of the rights, obligations, and liabilities set forthin this
Agreenment are such that it would be inpossible to neasure and
conpensate, in noney, the harm which will accrue by reason of a
party’s Default. As a result, any renedy at |aw for recovery of
damages nmay be inadequate. The parties shall therefore be
entitled, in their discretion, to enforce this Agreenent in |aw or
in equity, or both. If a party elects to seek equitable relief to
enforce the provisions hereof, any party agai nst whom such acti on
or proceeding is brought hereby waives the claim or defense
therein that the enforcing party has an adequate renedy at | aw,
and such party shall not offer in any such action or proceeding
the clai mor defense that such renedy at | aw exists.

(e) The Borough agrees to indemify and defend Ketchikan
Pul p Conpany and hold it harmess from any Losses to Ketchikan
Pul p Company arising out of or wth respect to any Default
relating to the Borough’s obligation to ensure that its
successors, heirs, and assigns execute valid and enforceable
instrunments releasing Ketchikan Pulp Conpany, as set forth in
Section 12 above.

25. Notices.

Al l noti ces, requests, cl ai s, demands and ot her
comuni cations given or nade pursuant hereto shall be in witing
(and shall be deened to have been duly given or made upon receipt)
by delivery in person, by facsimle (with confirmation copy of
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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 foll owi ng addresses (or
at such other address for a party as shall be specified in a
notice given in accordance with this section):

(a) if to KPC

Loui si ana-Paci fic Corporation

Legal Depart nment

805 S. W Broadway, Suite 700

Portl and, O egon 97205

Attention: Chri st opher M (Kit) Keyes, Esq.
Facsimle: (503) 821-5323

and:

Ket chi kan Pul p Conpany

c/ o Loui siana-Pacific Corporation
805 S.W Broadway, Suite 700
Portl and, O egon 97205

Attention: Chris Paul son
Facsimle: (503) 821-5431

with a copy to:

Ziegler Law Firm

307 Bawden Street

Ket chi kan, Al aska 99901
Attention: John Peterson, Esq.
Facsimle: (907) 225-5513

(b) if to the Borough:

Ket chi kan Gat eway Bor ough
344 Front Street

Ket chi kan, Al aska 99901
Attention: Borough Manager
Facsimle: (907) 247-6625

with a copy to:
Ket chi kan Gat eway Bor ough
344 Front Street
Ket chi kan, Al aska 99901
Attention: Borough derk
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Facsimle: (907) 247-8439

(c) if to Gateway:

Gat eway Forest Products, Inc.
Post O fice Box 779

Ward Cove, Al aska 99928
Attention: JimErickson
Facsimle: (907) 247-1646

26. No Third-Party Beneficiaries.

Except as otherw se set forth, this Agreenent is for the sole
benefit of the parties hereto and their respective successors,
heirs, and assigns, and nothing herein, express or inplied, is
intended to or shall confer, upon any other person or entity, any
legal or wequitable right, benefit or renedy of any nature
what soever under or by reason of this Agreenent.

27. Governing Law.

This Agreenent shall be governed by, and construed in
accordance with, the laws of the State of Al aska.

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 Al aska, for the
purposes of any suit, action, or other proceeding of any type
what soever arising out of this Agreenent or the subject nmatter
hereof; provided, however, that if jury trial is sought by any
party, the proceeding will instituted in a locale other than
Ket chi kan. To the maxi mum extent permtted by applicable |aw,
each party wai ves and agrees not to assert, by way of notion, as a
defense, or otherwi se, in any such suit, action or proceedi ng any
claimthat it is not personally subject to the jurisdiction of the
above nanmed courts; that the suit, action, or proceeding is
brought in an inconvenient forum that the venue of the suit,
action, or proceeding is inproper; or that this Agreement or the
subject matter hereof nmay 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 Agreenent.

29_. Liberal Construction.

Not wi t hstanding any general rule of construction to the
contrary, this Agreenent shall be liberally construed in favor of
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effectuating the parties’ intentions. If any provision of this
instrunment is found to be anbi guous, an interpretation consistent
with the purpose of this instrument that would render the
provision valid shall be favored over any interpretation that
woul d render it invalid or unenforceable.

30. Severability.

| f any portion of this Agreenent is deened invalid, illegal,
or incapable of being enforced by any rule of law, or public
policy, all other conditions and provisions of this Agreenent
shall nevertheless remain in full force and effect so |long as the
econonm ¢ or | egal substance contenplated hereby is not affected in

any manner materially adverse to any party. Upon such
determ nation that any term or other provision is invalid,
illegal, or incapable of being enforced, the parties shal

negotiate in good faith to nodify this Agreenent, in a nutually

acceptable nmanner, so as to effect the original intent of the
parties as closely as possible.

31. Interpretation.

(a) Wen required by the context, the singular includes the
plural and vice versa, and the masculine includes the fem nine and
neut er genders, and vice versa.

(b) Except as otherwise specifically indicated, al
references in this Agreenent to an "Appendi x" or “Appendices” are
to the correspondi ng Appendices to this Agreenent, as the sane nmay
be anended fromtinme to tinme in accordance with the terns hereof.

(c) Headings used in this Agreenment have been included for
conveni ence and ease of reference only and shall not in any manner
i nfluence the construction or interpretation of any provision of
thi s Agreenent.

(d) "Includes” or "including® neans "including, wthout
[imtation.”

32. Opportunity to Review and Consult Counsel.

The parties to this Agreenent acknow edge and agree that they
have had an adequate opportunity to consult with counsel of their
own choosing and to review all of the terns and conditions herein.
The parties further represent that they have participated in the
drafting of this Agreenent, and they acknow edge and agree that
this Agreenment shall not be construed as having been drafted by
any particular party or parties.

33. Amendments and Waiver.
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This Agreenment may not be anmended or nodified except by an
instrument in witing duly executed by Ketchikan Pulp Conpany,
Gat eway Forest Products, Inc. and the Ketchikan Gateway Borough
or their respective successors, heirs, and assigns, if any,
hol ding an interest in the property at issue. Wiver of any term
or condition of this Agreenent shall only be effective if in
writing, duly executed by the party to be bound t hereby, and shal
not be construed as a wai ver of any subsequent breach or wai ver of
the same term or condition, nor as a waiver of any other term or
condi ti on.

35. Counterparts.

This Agreenent may be executed in one or nore counterparts,
and by the different parties hereto in separate counterparts, each
of which when executed shall be deened to be an original but al
of which taken together shall constitute one and the sane
Agr eenent .

IN WITNESS WHEREOF, the parties hereto have caused this
Agreenment to be duly executed as of the day and date first witten
above.

KETCH KAN GATEWAY BOROUGH

By:
Gary L. Paxton, Interim Manager
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KETCH KAN PULP COVPANY

By:

-Chris Paul son, President

GATEWAY FOREST PRCDUCTS, | NC

By:

-Janes K. Erickson, President
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APPENDIX 1
AGREEMENTS ANCILLARY TO AND PART OF THE ASSET PURCHASE AGREEMENT

The ancillary agreenents entered between Gateway and KPC in
conjunction with the Asset Purchase Agreenent ("APA') included:

1. Al'l ocation of Environnmental Responsibilities Agreenent
(APA Exhibit F) (“Environmental Allocation Agreenent”);

2. Easenent and Declaration of Covenants Regarding
Al l ocation of Envi r onnent al Responsibilities (APA

Exhibit F-1) (“Environnental Allocation Easenent”);

3. Associ ated Real Property and Water Rights Agreenent,
recorded in the real estate records of the Ketchikan
Recording District on Novenber 5, 1999 at Book 306, Page
84 (APA Exhibit H (“Water Rights Agreenent”);

4. Plant Systens Easenment, recorded in the Ketchikan
Recording District on Novenber 5, 1999, at Book 306,
Page 99 (APA Exhibit H 1), as anended by the follow ng:

Anmendnment to Plant Systens Easenent, recorded in
the Ketchi kan Recording District on Decenber 15,
2000, at Book 319, Page 360.

Second Anendnent to Plant Systens Easenent,
recorded in the Ketchikan Recording District on
January 3, 2001, at Book 320, Page 421.

The Pl ant Systens Easenent, as so anended, is referred to in
this Agreenment as the “Plant Systens Easenent;”

5. Water Use Site Easenent, recorded in the Ketchikan
Recording District on Novenber 5, 1999, at Book 306,
Page 125 (APA Exhibit H 2), as anended by the follow ng:

Anmendnment to Water Use Site Easenent, recorded in
the Ketchi kan Recording District on Decenber 12,
2000, at Book 319, Page 250.

The Water Use Site Easenent, as so anended, is hereinafter
referred to as the “Water Use Site Easenent;”

6. Option Agreenent to Purchase Excess Water, recorded in
t he Ket chi kan Recording District on Novenber 5, 1999, at
Book 306, Page 160 (Exhibit H 3) (“Excess Water Option
Agreenent”) ;
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8.

AGREEMENT -

Option Agreenment to Purchase Water Use Site, recorded in
t he Ket chi kan Recording District on Novenber 5, 1999, at
Book 306, Page 149 (APA Exhibit H4), as anended by the
fol | ow ng:

Amendnent to Option Agreenent to Purchase Water Use
Site, recorded in the Ketchikan Recording D strict
on Decenber 12, 2000, at Book 319, Page 258.

The Option Agreenment to Purchase Water Use Site
Easenent, as so anended, is hereinafter referred to as
the “Water Use Site Option Agreenent;” and

O fice and Hangar Lease Agreenent, executed on Novenber
3, 1999 and attached at Tab 5 to the APA (“Ofice and
Hangar Lease”), and for which a nmenorandum of | ease for
the office space was recorded on Novenber 15, 1999 at
Book 306, Page 503 and a nenorandum of | ease for the
hangar was recorded on Novenber 12, 1999 at Book 306,
Page 406, both in the Ketchi kan Recording District.
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APPENDIX 2
PROPERTY DESCRIPTIONS
A. GENERAL .

All of the properties which are subject to the terns of this
Agreenment are located in or near Ketchikan, Al aska, and all
docunents and plats referred to as filed, recorded, or both, are
in the Ketchikan Recording District, First Judicial D strict,
State of Alaska. All references to parcels and property in the
Agreenment and in this Appendix shall nmean and include al
fixtures, structures, facilities, and inprovenents upon and
related to such parcels and property, as well as all water rights
and ot her appurtenant rights.

B. SUBDIVISIONS.

Some portions of the Borough Property are the subject of
either current subdivisions or ones to be recorded after the
execution of this Agreenent. The properties which are the subject
of such subdivision may be referenced in this Agreenment with the
description thereof as it currently exists or as it will as a
result of such subdivision. These subdivisions are referred to as
foll ows:

1. The term“No. 1 Subdivision” neans and refers to Gateway
Subdi vision No. 1, a subdivision of U S. Survey 1056
whi ch 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.

2. The term“No. 2 Subdivision” neans and refers to Gat eway
Subdi vision No. 2, a subdivision of Lot 3 within US
Survey 1056, which will create USS 1056, Lot 3-A, and
re-nane the remai nder of USS 1056 as Tract A, approved
by the Ketchikan Gateway Borough Planning & Zoning
Commi ssi on on Cctober 9, 2001.

3. The term“No. 3 Subdivision” neans and refers to Gat eway
Subdi vision 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
Ket chi kan Gat eway Borough Pl anning & Zoni ng Conm ssion
on February 12, 2002.
C. BOROUGH PROPERTY .

AGREEMENT - Page 28



The term “Borough Property” means and refers to all of the

fol | ow ng:

1.

AGREEMENT -

The ™

(a)

(b)

(c)
(d)

(e)

(f)

(9)

(h)

(i)

(i)

(k)
(1)

The *

(a)

(b)

(c)

Industrial Parcels':

That portion of ATS-1, Exhibit A at tines referred
to as "the unnaned portion of ATS-1" (and what ever
formit takes by subdivision,);

ATS-1, Exhibit C2, including the filled tidel ands
at USS 1208 and 1508;

ATS 439;

USS 1056, Lot 3 (and whatever form it takes by
subdi vi si on) ;

USS 1208 (portion seaward of the North Tongass
H ghway) ;

USS 1508 (portion seaward of the North Tongass
H ghway) ;

USS 1653 (portion seaward of the North Tongass
H ghway) ;

USS 1655 (portion seaward of the North Tongass
H ghway) ;

USS 1656 (portion seaward of the North Tongass
H ghway) ;

USS 1659 (portion seaward of the North Tongass
H ghway) ;

USS 1706; and
Unsubdi vi ded Remai nder of USS 1754.

Non-Industrial Parcels’:

USS 1056, Lots 1, 2, and 3, Block 2, New Wicker
Townsite (Gateway C ub);

USS 1056, wupland of North Tongass Hi ghway (6.39
acres | eased by South Coast, Inc);

USS 1056, Lots 1 and 2, according to the No. 1
Subdi vision (Admi nistration building and parking
lots);
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4.

(d)

(e)

(f)

(9)

(h)

(i)

(i)

(k)

The *

(a)
(b)
(c)
(d)
(e)
(f)

The

USS 1208 (portion upland of the North Tongass
H ghway) ;

USS 1508 (portion upland of the North Tongass
H ghway, to be purchased by Charles Pool);

USS 1653 (the 2 parcel s upland of the North Tongass
H ghway) ;

USS 1655 (portion upland of the North Tongass
H ghway) ;

USS 1656 (portion upland of the North Tongass
H ghway) ;

USS 1659 (portion upland of the North Tongass
H ghway, to be purchased by Charles Pool);

USS 1754, Blocks 1 through 3 inclusive (to be
purchased by Ray Perin); and

USS 1754, Bl ock 4.

Non-Ward Cove Parcels™:

USS 296 and USS 297 (Mbser Bay);

USS 812 waterfront and upl ands (Mud Bi ght);

USMB 1229 (Col | ege property);

USMB 1462 (Carroll Inlet);

USMB 1598 & 423 (Thorne Arm); and

The Al aska Ti del ands Lease serialized by the State
of Al aska, Departnent of Natural Resources as
Ti del ands Lease ADL 34507, which is applicable to

the property identified as ATS No. 698, Tract B
(the "Mud Bi ght Tidel ands Lease").

“Pipeline Access Road Parcel”. The term “Pipeline

Access Road Parcel” neans and refers to Lot 1, Sec. 34, T. 74S.,
R 90E., CR M, a diagram of which is attached hereto as Exhibit

A
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APPENDIX 3
FORM OF ENVIRONMENTAL EASEMENT AND DECLARATION OF COVENANTS

This Environnmental Easenent and Declaration of Covenants

("Easenent"), nmade and entered into this day of ,
2002 by and between, KETCH KAN GATEVWAY BOROUGH, a rmuni ci pal
cor poration, 344  Front Street, Ket chi kan, Al aska 99501

("Borough"), KETCH KAN PULP COVWPANY, a Washington corporation,
Post Ofice Box 6600, Ketchikan, Al aska 99901 ("KPC'), and
GATEVWAY FOREST PRODUCTS, |INC., an Al askan corporation, Post Ofice
Box 779, Ward Cove, Al aska 99928 (" Gateway"), W TNESSETH

RECITALS

WHEREAS, all real property referred to in this Easenent is
located in, and all docunents and plats referred as filed or
recorded, are filed or recorded in the Ketchikan Recording
District, First Judicial D strict, State of Al aska;

WHEREAS, on Novenber 3, 1999, KPC and Gateway entered into
certain agreenents including the Allocation of Environnental
Responsibilities Agreenent ("Exhibit F') and the Easenment and
Decl arati on of Covenants Regarding Allocation of Environnental
Responsibilities ("Exhibit F-1") which incorporated by reference
Exhibit F, governing certain properties;

WHEREAS, Exhibit F-1 was specifically incorporated into that
certain QuitclaimDeed executed by KPC in favor of Gateway, which
was recorded on Novenber 5, 1999 at Book 306, Page 72;

WHEREAS, the parties now desire to renove Exhibit F-1 from
certain parcels of real property located at Ward Cove and to
replace it with this Easenent;

WHEREAS, the Borough, KPC and Gat eway have ongoi ng i nterests,

including but not Ilimted to, operational and regulatory
considerations, in the Ward Cove real property and desire to
i npose on the those properties certain terns and conditions as
covenants that will run with the land for the purpose of meking

such ternms and conditions applicable to the Borough, KPC and
Gat eway, as well as any of their successors and assigns hol ding an
interest in the properties;

WHEREAS, the Borough, KPC and Gateway entered into an
Agreenment dated , 2002 governing the parties'
respective rights and responsibilities ("Agreenent”); and
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WHEREAS, KPC has an ongoing interest in ensuring that it has
access to the Ward Cove properties to acconmpdate the satisfaction
of its continuing environnmental obligations at the Ward Cove
facility;

NOW, THEREFORE, In consideration of the prom ses and of the
mut ual agreenents and covenants hereinafter set forth, the
Bor ough, KPC and Gateway hereby agree as foll ows:

l. DEFINITIONS.

The ternms used in this Easenment shall have the follow ng
meani ngs which shall be equally applicable to both the singular
and plural forns of the terns defi ned:

A. "Borough” neans and refers to the Ketchikan Gateway
Bor ough, a nmunicipal corporation organi zed pursuant to
the laws of the State of Alaska, and the Borough’s
successors, heirs, and assigns.

B. "Costs"  neans, with respect to Renediation and
| nvesti gation activities, act ual reasonabl e
expenditures, including but not Iimted to, reasonable

attorneys' fees and defense costs, contractor costs,
consul tant costs, governnental oversight costs and ot her
necessary expenditures.

C. "Environnental Laws" neans all State of Al aska, | ocal
and federal |aws, statutes, regulations, and ordi nances
of any kind relating to environmental protection or
conpliance as they currently exist and as they nay cone
to be anended, including but not limted to, the federal
Cl ean Water Act; Clean Air Act; Toxic Substances Control
Act; Conprehensive Environnental Response, Conpensation
and Liability Act; Resource Conservation and Recovery

Act; Federal |Insecticide, Fungicide, and Rodenticide
Act; Safe Drinking Water Act; Hazardous Materials
Transportation Act; |aws designated in Al aska Statutes

Title 46; and common | aw including, but not limted to,
causes of action arising in tort.

D. "Gateway" neans and refers to both Gateway Forest
Products, Inc., an Alaska corporation, and Gateway's

successors, heirs, and assigns. The term"Gateway" al so
includes its enployees, agents, contractors, invitees,
| i censees, representatives, permttees, joint venturers,
instrunmentalities, any third party contractually
directly or indirectly related to Gateway, as well as
their successors, heirs, and assigns.
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"Hazar dous Subst ances"” neans substances which constitute
hazar dous subst ances under t he Conpr ehensi ve
Envi ronnental Response, Conpensation Liability Act or
under AS 46. 03. 822.

"I nstitutional Control s" means the Envi r onnent al
Protection Easenent and Declaration of Restrictive
Covenants in favor of the State of Al aska, Departnent of
Nat ural Resources, recorded on Cctober 28, 1999, at Book
305, page 772 in the Ketchikan Recording District and
such ot her nmeasur es, control s, limtations,
prohi bitions, procedures, or protocols that the United
States Environmental Protection Agency ("EPA"), the
Al aska Departnent of Environnental Conservation ("DEC")
or the Al aska Departnment of Natural Resources ("DNR")
requires in order to nmaintain the integrity of a
remedial or renoval action or prevent a release or
t hreatened rel ease of a Hazardous Substance.

"l nvestigation or |Investigatory" neans actions to assess
t he nat ure and ext ent of Hazar dous Subst ances
contam nation, including sanpling and other necessary
activities.

"KPC' neans and refers broadly to both Ketchi kan Pul p
Conmpany, a Washi ngton corporation, and KPC s successors,
heirs, and assigns.

"Renedi ati on" means actions to renove, clean up, treat,
or di spose of Hazardous Substances fromthe environnent,
including but not limted to, actions which my be
necessary to prevent, mnimze, or mtigate damage to
the public health or welfare or to the environnment from
a release or threatened release of a Hazardous
Subst ance.

"Ward Cove Consent Decree" neans the consent decree with
the EPA and the U S. Departnent of Justice entered in
the US. District Court for the District of Al aska:
CERCLA Renedi al Design/ Renedi al Action Consent Decree,
United States v. Gateway Forest Products, I nc.,

Ket chi kan Pul p Conpany, & Loui si ana-Pacific Corporation,
Case No. A00-225 CV (JKS)

"Ward Cove Marine Area" neans the water body comonly
known as Ward Cove including nmarine waters to the
ordinary high water mark and sedi nents underlying such
wat er s.

"Ward Cove Uplands Area" neans the surface and
subsurface areas of those portions of U S. Surveys 1056,
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1208, 1508, 1653, 1656, 1659, 1706, 1754, and 1862 |ying
seaward of the North Tongass H ghway, and the filled
portions of ATS-1, including any structures or other
i nprovenents | ocated thereon.

1. PARCELS WITH RESPECT TO WHICH EXHIBIT F-1 WILL BE
EXTINGUISHED BUT TO WHICH THIS REPLACEMENT EASEMENT WILL
APPLY.

The Easenent and Declaration of Covenants Regarding
Al l ocation of Environnental Responsibilities ("Exhibit F-1") wll
be vacated and shall no longer apply to the foll ow ng properties
("Ward Cove Property"). 1Inits place and stead, the terns of this
Easenent shall govern with respect to the follow ng described
parcels [FINAL LIST WLL BE DEPENDENT UPON WH CH PARCELS THE
BOROUGH ACQUI RES]

PARCEL NO. 1:

That certain portion of ALASKA Tl DELANDS SURVEY NO. 1 (CR 74S
90E), according to the unrecorded plat thereof, (mstakenly
recorded in the Juneau Recording District as Plat No. 292),
Ket chi kan Recording District, First Judicial District, State
of Al aska, being nore particularly described as foll ows:

Beginning at US. L.M No. 2, the true point of
begi nning of the portion herein described; thence
South 45 degrees 12'40" East 606.69 feet to a
corner marked C- 2A; thence North 50 degrees 16" 31"
West 892.18 feet to a corner identified as C 3A
thence following a course paralleling the dock
South 48 degrees 25 30" West 1,796.8 feet to a
corner identified as C4A; thence North 46 degrees
06" West 787.70 feet to Corner No. 2 MC of US.
Survey 1056; thence follow ng the original nmeander
lines, South 75 degrees 06' East 613.14 feet;
thence North 70 degrees 15 East 158.40 feet;
thence North 45 degrees 30 East 798.60 feet;
thence North 25 degrees 45 East 158.60 feet;
thence North 60 degrees 00 East 547.80 feet;
thence South 44 degrees 00' East 330.00 feet to
MC. 1; thence South 29 degrees 30" East 155.50
feet back to US LM No. 2 and the point of
begi nni ng.

PARCEL NO. 2:

That certain portion of ALASKA Tl DELANDS SURVEY NO. 1 (CR 74S
90E), nore particularly described as Exhibit C 2.
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PARCEL NO. 3:

ALASKA TI DELANDS SURVEY NO. 439, according to the plat
thereof filed as Plat No. 76-31

PARCEL NO. 4:
Lots 1 and 2, Gateway Subdivision, within U S. Survey 1056
(H.E.S. 55) according to the plat thereof filed August 14,
2000.

PARCEL NO. 5:

That portion of U S. Survey 1208, |ying seaward of the North
Tongass H ghway.

PARCEL NO. 6:

That portion of U S. Survey 1508, |ying seaward of the North
Tongass H ghway.

PARCEL NO. 7:

That portion of U S. Survey 1653, |ying seaward of the North
Tongass H ghway.

PARCEL NO. 8:

That portion of U S. Survey 1655, |ying seaward of the North
Tongass H ghway.

PARCEL NO. 9:

That portion of U S. Survey 1656, |ying seaward of the North
Tongass H ghway.

PARCEL NO. 10:

That portion of U S. Survey 1659, |ying seaward of the North
Tongass H ghway.

PARCEL NO. 11:
U S. Survey 1706.
PARCEL NO. 12:
The Unsubdi vi ded Rerai nder, accordi ng to the subdivision pl at

of U S. Survey 1754 recorded March 8, 1956 in Volunme 1 of
Pl ats at Packet 20.
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I111. PROPERTIES REMAINING SUBJECT TO EXHIBIT F-1.

The following parcels shall remain subject to the Easenent
and Decl arati on of Covenants Regardi ng All ocation of Environnental
Responsibilities ("Exhibit F-1"):

PARCEL NO. 1:

Al |l of ALASKA TI DELANDS SURVEY NO. 1 (CR 74S 90E), according
to the unrecorded plat thereof, (mstakenly recorded in the
Juneau Recording District as Plat No. 292), Ketchikan
Recording District, First Judicial D strict, wth the
exception of the follow ng:

(A) Beginning at US. L.M No. 2, the true point of
begi nning of the portion herein described; thence
South 45 degrees 12'40" East 606.69 feet to a
corner marked C- 2A; thence North 50 degrees 16" 31"
West 892.18 feet to a corner identified as C 3A
thence following a course paralleling the dock
South 48 degrees 25 30" West 1,796.8 feet to a
corner identified as C4A; thence North 46 degrees
06" West 787.70 feet to Corner No. 2 MC of US.
Survey 1056; thence follow ng the original nmeander
lines, South 75 degrees 06' East 613.14 feet;
thence North 70 degrees 15 East 158.40 feet;
thence North 45 degrees 30 East 798.60 feet;
thence North 25 degrees 45 East 158.60 feet;
thence North 60 degrees 00 East 547.80 feet;
thence South 44 degrees 00' East 330.00 feet to
MC. 1; thence South 29 degrees 30" East 155.50
feet back to US LM No. 2 and the point of
beginning (at tinmes referred to as the unnaned
portion of ATS-1, Exhibit A); and

(B) ATS-1, Exhibit G 2.

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

PARCEL NO. 3:
That portion of U S. Survey 1056, |lying northerly of the
northerly boundary of North Tongass H ghway, being adjacent
to U S. Survey 2923 and conprised of 5.16 acres.

PARCEL NO. 4:
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That portion of U S. Survey 1862, Ketchikan Recording
District, First Judicial D strict, State of Al aska, nore
particularly described as follows: Beginning at U S. Land
Mark No. 2; thence North 32 degrees 27 minutes Wst a
di stance of 155.5 feet to Corner No. 1 of U S. Survey 1862
and the true point of beginning of the portion herein
descri bed; thence North O degrees 25 minutes West a distance
of 515 feet, nore or less, to a point on the South Ri ght of
Way |ine of North Tongass H ghway, which point is 50 feet
fromthe center line of said highway and at right angles to
Engi neers Station 299+50; thence along that portion of a
spiral curve to the left whose chord bears South 24 degrees
30 mnutes 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 degrees 35 minutes East a distance of 126.14
feet; thence along a spiral curve whose chord bears South 51
degrees 21 mnutes East a distance of 210.05 feet; thence
South 55 degrees 27 minutes East a distance of 316.97 feet;
thence South 34 degrees 33 mnutes Wst a distance of 50
feet; thence South 55 degrees 27 minutes East a distance of
137.00 feet; thence South 88 degrees 00 mnutes West a
di stance of 535 feet nore or |ess along Meander Line No. 11
of U S. survey 1862; thence North 29 degrees 30 m nutes 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;

ALSO That portion of U S. Survey 1862 lying with the North
Tongass Hi ghway Ri ght of Way as created by a deed dated Apri
1, 1949 and recorded in Volume "W of Deeds at Page 362,
Ket chi kan Recording District, First Judicial District, State
of Alaska, and as conveyed to Ketchikan Pulp Conpany by
Quitclaim Deed recorded July 27, 1988 in Book 158 at Page
588.

PARCEL NO. 5:

US.  Survey 2090, Ketchikan Recording District, First
Judicial District, State of Al aska;

PARCEL NO. 6:

That certain portion of U S. Survey 2923, Ketchi kan Recordi ng
District, First Judicial D strict, State of Al aska, nore
particul arly described as follows: Beginning at the northerly
corner of the Crawford Tract, otherw se known as Corner No. 2
of U S. Survey No. 2923; thence South 55 degrees 45 minutes
East al ong the northeasterly boundary of the Crawford Tract a
di stance of 863.37 feet; thence South 89 degrees 33 ninutes
West a distance of 709.81 feet, nore or less, to a point on
the westerly boundary of the Crawford Tract; thence North O
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degrees 27 mnutes West along the westerly boundary of the
Crawmford Tract a distance of 491.50 feet, nore or less, to
t he poi nt of begi nning.

1V. COVENANTS.

The Borough, KPC and Gateway, for good and sufficient
consi deration received, do hereby covenant and declare that, with
respect to the properties listed in Section Il. hereof, the
foll ow ng 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
mechani sm including but not limted to, conveyances, assignnments,
or foreclosures:

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 and increase its market value, and are fully
enforceable by the parties with respect to the Ward Cove Property
or any interest therein. If a party refuses to acknow edge the
applicability of the Ward Cove Covenants to such party, any other
party shall be entitled to enforce the ternms of this instrunent in
law and in equity.

B. Ward Cove Marine Area.

1. The Borough and Gateway covenant and agree that they
shall conply with any Institutional Controls which are or may
beconme applicable to the Ward Cove Property, through, or under the
Ward Cove Consent Decree, or otherw se.

2. The Borough and Gateway covenant and agree that they
shall not, through any activities or operations at or in the Ward
Cove Marine Area or Ward Cove Upl ands Area, materially danage any
cap or capping materials that nay be applied to sedinents in the
ward Cove Marine Area under the Ward Cove Consent Decree. The
Bor ough and Gateway further covenant and agree that if they danage
such cap, they will imediately report the rel evant circunstances
to KPC and restore the cap to a condition and to specifications as
directed by the EPA or by any governnmental body having primry
regul atory 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 ot her governnental body having jurisdiction.

3. Nothing in this Easenent shall be interpreted to
prohi bit KPC from exercising any legal rights it may have wth
respect to matters arising under the Ward Cove Consent Decr ee.

AGREEMENT - Page 38



C. Ward Cove Uplands Area.

1. Wth respect to the Ward Cove Upl ands Area, the Borough
and Gateway covenant and agree to conply with any Institutiona
Controls which are or may becone applicable to the property.

2. KPC, Gateway and the Borough agree to give the other
parti es advance witten notice of any material excavation, digging
or other simlar activities relating to the Ward Cove Property.

D. Further Assurances.

1. The parties covenant and agree to cooperate with respect
to the devel opnent and inplenmentation of Institutional Controls,
which shall include the developnent of an instrunent or
instruments to ensure that Institutional Controls arising under
the Ward Cove Consent Decree, or otherwise, will run with the

property and be enforceabl e agai nst bona fide purchasers.

2. The parties covenant and agree that this Easenent shal
govern and be binding with respect to, the acts and oni ssions of
each respective party's enployees, agents, contractors, and any
third party contractually related, whether directly or indirectly,
to the respective party.

E. Term of Ward Cove Covenants.

Each 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 terns and conditions set forth in
the Ward Cove Covenants for a period of ninety-nine (99) years
fromthe Effective Date, after which tinme the Ward Cove Covenants
shal | be automatically extended for successive periods of ten (10)
years each, unless an instrunent properly signed by each and all
of the then owners of the Ward Cove Property, as well as KPC, has
been recorded in the Ketchi kan Recording District, First Judicial
District, State of Al aska, agreeing to termnate 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 conply with the
Ward Cove Covenants inposed on the Ward Cove Property upon, and to
the extent, that a party transfers or no | onger holds an interest
in the Ward Cove Property, except that liability or responsibility
for acts or om ssions occurring prior to transfer shall survive
such transfer. Provided, however, that nothing in this Easenent
shall dimnish or relieve the parties, or any successor or assign

AGREEMENT - Page 39



of the parties from their respective obligations under the
Agr eenent .

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

V. EASEMENT .
A. Reservation of Easement.

1. The Parties acknow edge and agree that, upon the terns
and conditions set forth in this Easenent, the Borough grants to
KPC an easenent interest in and to the Ward Cove Property (the
"Easenent”) to allow KPC and its successors and assigns to
undertake any activity contenplated by the Section 7 of the
Agr eenent .

2. The Parties covenant and agree that KPC hereby is
granted an easenent interest in and to the Ward Cove Property set
forth in Section Il hereof, consisting of a right of free access

to and across the Ward Cove Property to allow KPC to undertake or
observe any sanpling and Investigatory activities, Renediation
activities, and any reasonable actions necessary to support or
i npl enent I nvestigatory and Renediation activities at the Ward
Cove Property. KPC s right of access shall also include, wthout
limtation, the right to use the Ward Cove Property to the extent
reasonably necessary for a staging area or otherwise to conply
with Environnental Laws and the directives or orders of
governnental agencies relating to the Ward Cove Property.

3. The Parties further acknowl edge and agree that, if
either the EPA, DEC or DNR requires KPC to conduct sanpling,
| nvesti gation, Renediation, or other related activities on any of
the properties set forth in Exhibit "A" hereto, which is
i ncorporated herein by reference as though nore fully set forth,
KPC shall have a right of free access to and across themto the
extent reasonably necessary for staging and to otherw se carry out
the directives or orders of EPA, DEC or DNR, provided, however,
that KPC will forego its staging rights with respect to the
followng parcels when intended solely for the purpose of
supporting sanpling, Investigation, Renediation or other related
activities on adjacent properties:

(a) USS 1208;
(b) USS 1508;
(¢c) USS 1653;
(d) USS 1655; and
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(e) USS 1659.

4. KPC s right of access shall also include access through
and across all access easenents which have been or hereafter are
established by or reflected in any plats of U S. Survey 1056 or
ATS-1, whether those access easenents are designated as private
access easenents or ot herw se.

B. Term.

The Easement shall becone effective on the Effective Date and
shall have an initial term of ninety-nine (99) years from the
Effective Date, after which tinme the Easenent shall be
automatically extended for successive periods of ten (10) years
each, unless an instrunment properly signed by each and all of the
then owners of the Ward Cove Property, as well as KPC, has been
recorded in the Ketchikan Recording District, First Judicial
District, State of Al aska, agreeing to term nate the Easenent in
whol e or in part.

V1. EFFECTIVE DATE.

This Easenent shall becone effective ("Effective Date") on
the date of recordation

VII1. LIBERAL CONSTRUCTION.

Any general rule of construction to the contrary, this
Easenent shall be |liberally construed in favor of effectuating the
Parties' desire to establish the Easenent 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 Covenant s blndlng upon any and
all successors and assigns of the Parties. If any provision of
this instrument is found to be anbiguous, an interpretation
consistent with the purpose of this instrument that would render
the provision valid shall be favored over any interpretation that
woul d render it invalid or unenforceable.

VI11.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 Al aska, for the
purposes of any suit, action, or other proceeding of any type
what soever arising out of this Agreenent or the subject nmatter
hereof; provided, however, that if jury trial is sought by any
party, the proceeding wll instituted in a locale other than
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Ket chi kan. To the maxi num extent permtted by applicable |aw,
each party wai ves and agrees not to assert, by way of notion, as a
defense, or otherwi se, in any such suit, action or proceedi ng any
claimthat it is not personally subject to the jurisdiction of the
above nanmed courts; that the suit, action, or proceeding is
brought in an inconvenient forum that the venue of the suit,
action, or proceeding is inproper; or that this Agreement or the
subject matter hereof nmay 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 Agreenent.
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IX. MISCELLANEOUS.
A. Notices.

Al l noti ces, requests, cl ai s, demands and ot her
comuni cations given or nade pursuant hereto shall be in witing
(and shall be deened to have been duly given or made upon receipt)
by delivery in person, by telecopy (wth 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 foll owi ng addresses (or
at such other address for a party as shall be specified in a
notice given in accordance with this Section I X A):

1. if to KPC

Loui si ana-Paci fi c Corporation

Legal Depart nment

805 S. Wt. Broadway, Suite 700

Portl and, O egon 97205

Attention: Chri st opher M (Kit) Keyes, Esq.
Facsimle: (503) 821-5323

and:

Ket chi kan Pul p Conpany

c/ o Loui siana-Pacific Corporation
805 S.W Broadway, Suite 700
Portl and, O egon 97205

Attention: Chris Paul son
Facsimle: (503) 821-5431

with a copy to:

Ziegler Law Firm

307 Bawden Street

Ket chi kan, Al aska 99901
Attention: John Peterson, Esq.
Facsimle: (907) 225-5513

2. if to the Borough:

Ket chi kan Gat eway Bor ough

344 Front Street

Ket chi kan, Al aska 99901

Attention: Borough Manager

Facsimle: (907) 247-6625
with a copy to:

Ket chi kan Gat eway Bor ough
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344 Front Street

Ket chi kan, Al aska 99901
Attention: Borough derk
Facsimle: (907) 247-8439

3. if to Gateway:

Gat eway Forest Products, Inc.
Post O fice Box 779

Ward Cove, Al aska 99928
Attention: JimErickson
Facsimle: (907) 247-1646

B. Headings.

The descriptive headings contained in this Easenent are for
conveni ence of reference only and shall not affect in any way the
nmeani ng or interpretation of this Easenent.

C. Severability.

| f any provision of this Easenent, or the application of any
provision to a person or circunstance, is found to be invalid,
illegal, or incapable of being enforced by any rule of law or
public policy, the renmainder of the provisions of this Easenent,
or the application of such provisions to persons or circunstances
other than those to which it is found to be invalid or
unenforceabl e, as the case may be, shall not be affected thereby.

D. No Third-Party Beneficiaries.

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

E. Amendment; Waiver.

This Easenent may not be anended or nodified except by an
instrument in witing duly executed and recorded by the Parties.
Wai ver of any term or condition of this Agreenment shall only be
effective if in witing, duly executed by the Party to be bound
t hereby, and shall not be construed as a waiver of any subsequent
breach or wai ver of the sane termor condition, or a waiver of any
other termor condition of this Easenent.

F. Governing Law,
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This Easenent shall be governed by, and construed in
accordance with, the laws of the State of Al aska, applicable to
covenants and agreenents affecting real property executed and to
be performed in that State.

G. Jurisdiction; Venue; Service.

The parties each irrevocably consent to the exclusive venue
and jurisdiction of any state or federal court located in the
State of Al aska, for the purposes of any suit, action or other
proceedi ng of any type whatsoever arising out of this Easenent or
the subject matter hereof or any of the transactions contenpl ated
hereby. To the maxi num extent permtted by applicable |aw, each
party waives and agrees not to assert, by way of nption, as a
defense, or otherwi se, in any such suit, action or proceedi ng any
claimthat it is not personally subject to the jurisdiction of the
above naned courts, that the suit, action or proceeding is brought
in an inconvenient forum that the venue of the suit, action or
proceeding is inproper or that this Easenent or the subject matter
her eof 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
| ocated or by certified mail directed to its address for notices
under this Easenent.

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 ALASKA, ON OCTOBER 28, 1999 AT BOOK
305, PAGE 772.

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

GATEWAY FOREST PRODUCTS, INC.

B y

Janes K. Erickson
Richard D. Leary Pr esi dent
Secretary

KETCHIKAN PULP COMPANY

B y

Chri s Paul son
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Christopher M (Kit) Keyes Pr esi dent

Secretary

KETCHIKAN GATEWAY BOROUGH

By

Gary L. Paxton
Susan L. Bet hel I nt eri m Manager
derk
STATE OF ALASKA )
. SS.
FI RST JUDI G AL DI STRICT )
THS 1S TO CERTIFY that on this _  day of .

2002, before nme, the undersigned, a Notary Public in and for the
State of Al aska, duly comm ssioned and sworn as such, personally
appeared Gary L. Paxton and Susan L. Bethel, to me known to be the
I nteri m Manager and the C erk of the Ketchi kan Gat eway Borough, a
muni ci pal corporation established pursuant to the laws of the
State of Al aska which executed the above and foregoi ng i nstrunent;
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
t her eof ; and who acknowl edged to ne that the same was signed
freely and voluntarily on behalf of the Borough for the uses and
pur poses therein nmentioned.

W TNESS ny hand and seal the day and year |ast above

witten.
Notary Public in and for Al aska
My Conmmi ssi on Expires:
STATE OF ALASKA )
FI RST JuDl G AL DI STR CT g >
TH SIS TO CERTIFY that on this day of =

2002, before nme, the undersigned, a notary public in and for the
State of Al aska, duly conm ssioned and sworn, personally appeared
James K. Erickson and Richard D. Leary, to ne known to be the
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Presi dent and Secretary, respectively, of Gateway Forest Products,
Inc., a corporation, the corporation which executed the above and
foregoing instrunent; who on oath stated that they were duly
aut hori zed to execute said instrunent and affix the corporate sea
thereto on behalf of said corporation and that the seal affixed
thereto is the corporate seal thereof; who acknow edged to ne that
they signed and sealed the sane freely and voluntarily on behal f
of said corporation for the uses and purposes therein nentioned.

W TNESS ny hand and official seal the day and year in
this certificate first above witten.

Notary Public for Al aska
Conmi ssi on expi res:

STATE OF OREGON )
) Ss:
COUNTY OF MULTNOVAH )
THIS 1S TO CERTIFY that on this day of = ,

2002, before nme, the undersigned, a notary public in and for the
State of Oregon, duly conm ssioned and sworn, personally appeared
Chris Paulson and Christopher M. (Kit) Keyes, to ne known to be
the President and Secretary respectively of Ketchikan Pulp
Conmpany, a corporation, the corporation which executed the above
and foregoing instrunent; who on oath stated that they was duly
authorized to execute said instrunment on behalf of said
corporation and who acknow edged to nme that he signed and seal ed
the sane freely and voluntarily on behalf of said corporation for
t he uses and purposes therein nmentioned.

W TNESS ny hand and official seal the day and year in
this certificate first above witten.

Notary Public for O egon
Conmi ssi on expi res:
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EXHIBIT A"

PARCEL NO. 1:
That portion of U S. Survey 1056, |lying northerly of the
northerly boundary Iline of North Tongass Hi ghway, being
adj acent to U S Survey 1754 and conprised of 6.39 acres.

PARCEL NO. 2:
Lots 1, 2, and 3, Block 2, US. Survey 1056, New Wacker
Townsite, according to the plat thereof recorded June 14,
1965 as Instrunent No. 65-1317.

PARCEL NO. 3:
That portion of U S. Survey 1208, |ying upland of the North
Tongass H ghway,

PARCEL NO. 4:
That portion of U S. Survey 1508, |ying upland of the North
Tongass H ghway.

PARCEL NO. 5:
That portion of U S. Survey 1653, |lying upland of the North
Tongass H ghway.

PARCEL NO. 6:
That portion of U S. Survey 1655, |ying upland of the North
Tongass H ghway.

PARCEL NO. 7:
That portion of U S. Survey 1656, |ying upland of the North
Tongass H ghway.

PARCEL NO. 8:
That portion of U S. Survey 1659, |lying upland of the North
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Tongass H ghway.

PARCEL NO. 9:
Lots 1-7, inclusive, Block 1, Lots 1-6, inclusive, Block 2,
Lots 1-4, inclusive, Block 3, Lots 1-16, inclusive, Block 4

according to the subdivision plat of US. Survey 1754
recorded March 8, 1956 in Volune 1 of Plats at Packet 20.

PARCEL NO. 10:
United States Survey 812.
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APPENDIX 4
VACATION OF COVENANTS AND EASEMENT

This Vacation of Easenent and Covenants, made and entered
into this day of = , 2002 by and between, KETCH KAN
GATEWAY BOROUGH, a nunicipal corporation, 344 Front Street,
Ket chi kan, Al aska 99501 ("Borough"), KETCH KAN PULP COWPANY, a
Washi ngton corporation, Post Ofice Box 6600, Ketchikan, Al aska
99901 ("KPC'), and GATEWAY FOREST PRODUCTS, INC., an Al askan
corporation, Post Ofice Box 779, Wird Cove, Al aska 99928

("Gateway"), W TNESSETH:
RECITALS

WHEREAS, all real property referred to in this Easenent is
located in, and all docunents and plats referred as filed or
recorded, are filed or recorded in the Ketchikan Recording
District, First Judicial D strict, State of Al aska.

WHEREAS, on Novenber 3, 1999, KPC and Gateway entered into an
Al l ocation of Environmental Responsibilities Agreenent ("Exhibit
F') setting forth the environnental liabilities retained by KPC
and those bei ng assuned by Gateway; and

WHEREAS, the ternms of Exhibit F were incorporated by
reference into the Easenent and Decl arati on of Covenants Regardi ng
Al l ocation of Environnmental Responsibilities ("Exhibit F-1"); and

WHEREAS, the Quitclaim Deed, recorded in the Ketchikan
Recording District on Novenber 5, 1999 at Book 306, Page 72,
effectuating the transfer of certain assets and real property from
KPC to Gateway, specifically reserved and incorporated by
reference the Easenent and Declaration of Covenants Regarding
Al l ocation of Environmental Responsibilities; and

WHEREAS, the Borough thereafter acquired security interests
in certain of the affected parcels or real property; and

WHEREAS, KPC, Gateway and the Borough now desire to rel ease
certain of the parcels of real property from the constraints of
Exhi bit F-1,

NOW, THEREFORE, in consideration of the prom ses and of the
mut ual agreenments and covenants hereinafter set forth, the
Bor ough, KPC and G-P hereby agree as foll ows:

The Easenent and Declaration of Covenants Regarding
Al l ocation of Environnental Responsibilities (Exhibit F-1), shal
hereby be vacated and be of no further force or effect wth
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respect to the follow ng described property:

PARCEL NO. 1:
That portion of U S. Survey 1056, |lying northerly of the
northerly boundary Iline of North Tongass Hi ghway, being
adj acent to U S Survey 1754 and conprised of 6.39 acres.

PARCEL NO. 2:
Lots 1, 2, and 3, Block 2, US. Survey 1056, New Wacker
Townsite, according to the plat thereof recorded June 14,
1965 as Instrunent No. 65-1317.

PARCEL NO. 3:

That portion of U S. Survey 1208, |lying upland of the North
Tongass H ghway,

PARCEL NO. 4:

That portion of U S. Survey 1508, |ying upland of the North
Tongass H ghway.

PARCEL NO. 5:

That portion of U S. Survey 1653, |lying upland of the North
Tongass H ghway.

PARCEL NO. 6:

That portion of U S. Survey 1655, |ying upland of the North
Tongass H ghway.

PARCEL NO. 7:

That portion of U S. Survey 1656, |ying upland of the North
Tongass H ghway.

PARCEL NO. 8:

That portion of U S. Survey 1659, |lying upland of the North
Tongass H ghway.
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PARCEL NO. 9:

Lots 1-7, inclusive, Block 1, Lots 1-6, inclusive,Block 2,
Lots 1-4, inclusive, Block 3, Lots 1-16, inclusive, Block 4
according to the subdivision plat of US. Survey 1754
recorded March 8, 1956 in Volune 1 of Plats at Packet 20.

PARCEL NO. 10:
United States Survey 812.
PARCEL NO. 11:

U.S. Mneral Survey 1462, consisting of the Wiite Rose No. 1,
Wiite Rose No. 2, Miutt, Jeff and Curio Placer Marble M ning
d ai ns.

PARCEL NO. 12:
Al and entire U S. Survey No. 296 and U S. Survey No., 297.
PARCEL NO. 13:

Those patented |ode mning clains known as the Goo Goo and
Goo Goo Extension No. 1 Lode Mning C ains designated by the
Survey Ceneral as U S. Mneral Survey 1598.

PARCEL NO. 14:

US.  Mneral Survey 423, known as Seabreeze Lode Claim
| ocated within Township 75 Sout h, Range 94 East, Copper River
Meri di an.

PARCEL NO. 15:

Reversionary interest in and to 48.3 acre parcel above
Ket chi kan Hi gh School, gifted to University of Alaska in
1967:

Al'l that certain portion of U S. Survey 1229, nore
particularly described as follows: Begi nni ng at
Corner No. 2, the northeast corner of said U S
Survey 1229, thence South 1591.27 feet to the true
point of beginning; thence Wst 1117.31 feet;
t hence South 300.00 feet; thence West 297.70 feet;
thence South 856.12 feet; thence S. 89%8 E.
236. 46 feet; thence S. 092" W 100.00 feet; thence
S. 89%18 E. 86.21 feet; thence North 200 feet;
thence S. 89%18 E. 650 feet; thence North 1901. 07
feet, to the true point of beginning, containing
48.3 acres nore or |ess; subject to the easenent
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for road purposes reserved by Shull Construction
I nc.

PARCEL NO. 16:

That certain patented mning clains being known as Geen
Marble and Royal Purple Marble, being nore particularly
described in that certain patent from the United States of
Anerica to Vernont Marble Conpany, recorded January 26, 1923
in Volunme J of Deeds at Page 346 as foll ows: US. Mnera

Survey 1042.

IN WITNESS WHEREOF, the parties hereto have caused this
Agreenent to be duly executed as of the date first witten above.

GATEWAY FOREST PRODUCTS, INC.

B y

Janes K. Erickson
Richard D. Leary Pr esi dent
Secretary

KETCHIKAN PULP COMPANY

B y

Chris Paul son
Christopher M (Kit) Keyes Pr esi dent
Secretary

KETCHIKAN GATEWAY BOROUGH

B y

Gary L. Paxton
Susan L. Bethel, derk I nt eri m Manager

STATE OF ALASKA )

AGREEMENT - Page 53



. SS.
FIRST JuDl I AL DI STRI CT )

THS 1S TO CERTIFY that on this _  day of . ,
2002, before nme, the undersigned, a Notary Public in and for the
State of Al aska, duly comm ssioned and sworn as such, personally
appeared Gary L. Paxton and Susan L. Bethel, to nme known to be the
I nteri m Manager and the C erk of the Ketchi kan Gat eway Borough, a
muni ci pal corporation established pursuant to the laws of the
State of Al aska which executed the above and foregoi ng i nstrunent;
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
t her eof ; and who acknowl edged to nme that the same was signed
freely and voluntarily on behalf of the Borough for the uses and
pur poses therein nmentioned.

W TNESS ny hand and seal the day and year |ast above

witten.
Notary Public in and for Al aska
My Conmmi ssi on Expires:
STATE OF ALASKA )
) Ss:
FIRST JUDICAL DISTRICT )
TH SIS TO CERTIFY that on this day of = ,

2002, before nme, the undersigned, a notary public in and for the
State of Al aska, duly conm ssioned and sworn, personally appeared
James K. Erickson and Richard D. Leary, to ne known to be the
Presi dent and Secretary, respectively, of Gateway Forest Products,
Inc., a corporation, the corporation which executed the above and
foregoing instrunent; who on oath stated that they were duly
aut hori zed to execute said instrunent and affix the corporate sea
thereto on behalf of said corporation and that the seal affixed
thereto is the corporate seal thereof; who acknow edged to ne that
they signed and sealed the sane freely and voluntarily on behal f
of said corporation for the uses and purposes therein nentioned.

W TNESS ny hand and official seal the day and year in
this certificate first above witten.

AGREEMENT - Page 54



Notary Public for Al aska
Conmi ssi on expi res:

STATE OF OREGON )
) Ss:
COUNTY OF MULTNOVAH )
THIS 1S TO CERTIFY that on this day of = ,

2002, before nme, the undersigned, a notary public in and for the
State of Oregon, duly conm ssioned and sworn, personally appeared
Chris Paulson and Christopher M. (Kit) Keyes, to ne known to be
the President and Secretary respectively of Ketchikan Pulp
Conmpany, a corporation, the corporation which executed the above
and foregoing instrunent; who on oath stated that they was duly
authorized to execute said instrunent on behalf of said
corporation and who acknow edged to nme that he signed and seal ed
the sane freely and voluntarily on behalf of said corporation for
t he uses and purposes therein nmentioned.

W TNESS ny hand and official seal the day and year in
this certificate first above witten.

Notary Public for O egon
Conmi ssi on expi res:
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APPENDIX 5
USE SITE PREMISES

DRAW NG | NDI CATI NG LOCATI ON OF NEW WATER USE SI TE AND ASSCCI ATED
EASEMENTS--JOHN | S TRANSM TTI NG SEPARATELY.
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APPENDIX 6

COST-SHARING AGREEMENT FOR OUTFALL 001 AND EXISTING NPDES PERMIT
This Cost-Sharing Agreenent For CQutfall 001 and Existing

NPDES Pernmit, made and entered into this day of :
2002, by and between KETCH KAN GATEWAY BOROUGH, a rmunicipa
cor poration, 344  Front Street, Ket chi kan, Al aska 99501

(“Borough”), KETCH KAN PULP COWPANY, a Washington corporation,
Post O fice Box 6600, Ketchikan, Al aska 99901 ("KPC'), and GATEWAY
FOREST PRODUCTS, INC., an Al askan corporation, Post Ofice Box
779, Ward Cove, Al aska 99928 (" CGateway"), W TNESSETH

RECITALS

WHEREAS, KPC formerly owned a pulp mll conplex ("Site")
adj oi ning Ward Cove in Ketchi kan, Al aska;

WHEREAS, in Novenber 1999, KPC sold the Site, substantially
all of its operating assets, and other real properties in or near
Ward Cove to Gat eway;

WHEREAS, the sale to Gateway was pursuant to the terns and
conditions of an Asset Purchase Agreenent (“APA’) dated Novenber
3, 1999, by and between Gateway, as purchaser, and KPC, as seller;

WHEREAS, the APA provided that KPC woul d retai n ownership of
the solid waste landfills ("Landfills") |ocated adjacent to the
Site;

WHEREAS, the Landfills effluent is routed through a pipeline
to the Site where it is connected to Gateway' s wast ewat er
di scharge system and di scharged through an outfall ("CQutfall 001")
into the waters of Ward Cove;

WHEREAS, the Site has a nunber of wastewater streans
i ncluding stormnvater and sanitary streans (collectively, "Site
Wast ewat er”) which are discharged through Qutfall 001 or other
permtted outfalls;

WHEREAS, the Landfills and the Site Wastewater were
historically permtted by KPC under National Pollutant D scharge
El imnation System ("NPDES") permt No. AK-000092-2 ("CGateway
NPDES Permt");

WHEREAS, NPDES permt AK-000092-2 was transferred fromKPC to
Gat eway pursuant to the APA;

WHEREAS, KPC cl osed the Landfills during 2001 and has applied
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for an NPDES permt ("KPC NPDES Permt") to discharge Landfills
ef fluent through a new outfall separate from Gateway's wast ewat er
syst em

WHEREAS, the APA provided that KPC woul d have the right to
di scharge Landfill effluent through Gateway's Qutfall 001, | ocated
at the Site, under the Gateway NPDES permt, until such time as
KPC had constructed a new outfall pipe and secured authorization
to di scharge under the KPC NPDES Permt;

WHEREAS, the Borough obtained real property interests in
parcels at the Site through | oans to Gateway over the period 1999-
2001;

WHEREAS, Gateway filed for bankruptcy, No. K-01-00157 in the
United States Bankruptcy Court for the District of A aska, on
February 23, 2001;

WHEREAS, Gateway was unsuccessful in its attenpt to
reorgani ze under Chapter 11 and is now in default of its paynent
obligations to the Borough and to KPGC

WHEREAS, Gateway is unable to carry out its obligations under
the Gateway NPDES Permt wi thout financial assistance fromthird
parties;

WHEREAS, KPC is presently providing financial assistance to
Gat eway under a separate agreenent to facilitate Gateway's
continuing effort to carry out the obligations under the Gateway
NPDES Perm t;

WHEREAS, the Borough desires to forecl ose on, and nake
beneficial use of, its real property interests at the Site;

WHEREAS, KPC desires to secure the KPC NPDES Permit as soon

as possible, construct a new outfall for Landfill effluent, and
t hereafter discontinue the discharge of Landfill effluent through
Qutfall 001;

WHEREAS, Gateway, KPC, and the Borough acknow edge that the
Gateway NPDES Permt is necessary to allow for continued and
future activities at the Site, and the parties desire to ensure
the continuing conpliance of the Site, as well as their respective
activities and properties, with the dean Water Act and are
entering into this Agreenent as a tenporary vehicle to provide for
equi tabl e sharing of the necessary costs in order to facilitate
Gateway' s continuing conpliance with its obligations under the
Gat eway NPDES permt;

WHEREAS, Gateway, KPC, and the Borough share a comon
interest in ensuring that all parties at the Site fairly
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contribute to NPDES costs attributable to their activities;

NOW, THEREFORE, in consideration of the nutual prom ses,
covenants, and conditions set forth herein, the parties hereby
agree as follows:

TERMS AND CONDITIONS

1. Responsibility for Compliance.

(a) The Gateway NPDES Permt will continue to reside with
Gateway and it agrees to exercise best efforts to ensure
conpliance with its terns.

(b) Any contractors or third parties engaged to assist in
Gat eway NPDES Permt conpliance activities shall take direction
and oversight from Gateway and it shall be responsible for
ensuring that their work confornms to the requirenents of the
Gat eway NPDES Perm t.

2. Scope.

(a) This Agreenent shall apply to | aboratory costs, the
costs of independent contractors to carry out conpliance
activities, supplies and equi prment to carry out conpliance
activities, and other expenditures that are necessary
(collectively, "Costs") for Gateway to carry out obligations
required by the Gateway NPDES Permt as of June 2002. Material,
non-routine expenditures shall be discussed and approved by the
parties prior to being incurred unless exigent circunstances
require imedi ate action

(b) This Agreenent does not apply to the costs of Gateway
enpl oyees or to the internal costs of KPC, the Borough, or their
respective agents with respect to the Gateway NPDES Permt or
activities covered or proposed to be covered thereunder.

(c) This Agreenent does not apply to the costs incurred by
KPC to secure the KPC NPDES Permit or to the costs incurred by the
Borough to obtain regul atory authorizations for sludge treatnent
or any activities or operations at the Site not contenpl ated by
the Gateway NPDES permt as of June 2002. It is understood that
KPC shall not be responsible for any costs related in any nmanner
to the re-issuance of the Gateway NPDES Permt covering di scharges
excluding the landfill effluent. KPC and the Borough shall bear
fully their own costs and the incremental costs, if any, accruing
to Gateway under the Gateway NPDES Permt which are attributable
solely to the separate activities or operations of KPC or the
Bor ough, as the case may be.
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(d) This Agreenent does not apply to any penalties, fines,
attorney's fees, or other costs resulting fromnonconpliance
associated with the Gateway NPDES Permt.

3. Cost-Sharing.

(a) KPC shall be responsible for providing funding for 70%
of the Costs.

(b) The Borough shall be responsible for providing funding
30% of the Costs.

(c) The Borough, Gateway, and KPC shall use their best
efforts to secure funding or in-kind services fromexisting and
future owners, tenants, and other third parties having activities
or operations at the Site based on: the nature of activities which
lead to the generation of wastewater; the nature of pollutants
generated at the Site and resultant or increased burden of
sanpling and | aboratory costs; the size of the business (if
rel evant); the nunber of enpl oyees; and other pertinent factors.
Addi ti onal funding or services shall not reduce the relative
per cent age (KPC 70% Borough 30% of KPC s and the Borough's
fundi ng obligations but shall reduce the overall Costs to which
t he percentages are applied by the amount of the third party
contributions.

4. Term.
This Agreenment shall remain in full force and effect until
KPC obt ai ns the KPC NPDES Permt and conpl etes construction of its

own outfall, at which time KPC s portion of the cost sharing shal
t erm nat e.
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5. Payments.

KPC shall pay Costs directly and provide the Borough a
nmont hly invoice setting forth an accounting of its costs. The
Borough shall pay the invoice within thirty days of receipt.

6. No Third-Party Beneficiaries.

This Agreenent is for the sole benefit of the parties hereto
and nothing herein, express or inplied, is intended to or shal
confer upon any other person or entity any |egal or equitable
right, benefit or remedy of any nature whatsoever under or by
reason of this Agreenent.

7. Interpretation.

This Agreenment is subject to the Agreenent to which it is
appended except to the extent matters are expressly addressed
her ei n.

8. Reservations.

(a) Nothing herein provides KPC or the Borough with any
operational interest in the Gateway NPDES Permt or with respect
to the Site or activities or operations at the Site.

(b) Nothing herein affects the applicability of the APA and
its ancillary agreenents including Exhibits F and F-1 to the APA
to the extent they continue to apply. Furthernore nothing herein
affects the applicability of the new Borough/ KPC Agreenent to the
extent it applies.

(c) Nothing herein affects the applicability of the funding
agreenent executed by KPC and Gateway on April 30, 2002.

IN WITNESS WHEREOF, the parties hereto have caused this
Agreenment to be duly executed as of the day and date first witten
above.

KETCH KAN GATEWAY BOROUGH

By:
Gary L. Paxton, Interim Manager

KETCH KAN PULP COVPANY
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By:

-Chris Paul son, President

GATEWAY FOREST PRCDUCTS, | NC

By:

-Janes K. Erickson, President
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