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AMONG:

ASSET PURCHASE AGREEMENT

This Agreement dated June 24, 2019,

CONIFEX INC,, a cofporation under the federal laws of Canada having a
registered office at 1000 Cathedral Place, 925 West Georgia Street,
Vancouver, British Columbia V6C 312

(the “Seller”)

CONIFEX TIMBER INC., a corporation under the federal laws of Canada
having a registered office at 1000 Cathedral Place, 925 West Georgia Street,
Vancouvet, British Columbia V6C 3L2

(the “Seller’s Gnarantor™)

HAMPTON LUMBER MILLS — CANADA LTD., a company under the
laws of the Province of British Columbia having a registered office at 400 -
725 Granville Street, P.O. Box 10325, Vancouver, British Columbia
V7Y 1G5

- (the “Buyer™)

RECITALS:

A. The Seller owns the Purchased Assets, which it uses to carry on the Business;

B. The Seller wishes to sell to the Buyer, and the Buyer wishes to purchase from the
_ Seller, the Purchased Assets free and clear of all Encumbrances, other than
Permitted Encumbrances, on the terms and subject to the conditions set forth in

this Agreement; and

C. The Seller’s Guarantor owns all of the issued and outstanding shares of the Seller
and is a party to this Agreement for the putpose of jointly and severally with the
Seller agreeing to indemnify the Buyer for the obligations of the Seller under this
Agreement. ' .

THE PARTIES AGREE AS FOLLOWS:

{00289835.3}



1.1 *

ARTICLE 1
INTERPRETATION

Definitions. In this Agreement, including the Recitals to this Agreement, unless

the context otherwise requires:

M

@)

€)

“)

®

©)

m

“Aceounts Recéivable” means all accounts receivable, trade acéounts receivable,

" notes 1ece1vable book debts and other debts due or accrning due to the Seller.

“Acerued Silviculture Amount” means the amount of bemg the
estimated accrued amount of the Silviculture Obligations as at June 23, 2019
determined in accordance with the methodology set forth in Schedule 1.1(2).

“Advance Ruling Certificate” means an advance ruling certificate issued by the
Commissioner pursuant to section 102 of the Competition Act with respect to the
Transactions. ’

“Affilinte” means, with respect to any Person, any other Person that directly, or

indirectly through one or more intermediaries, controls, is controlled by, or is
under common con_iqu with, such specified Person.

“Agreement” means this asset purchase agreement, including all Schedules to

" this asset purchase agreement, as amended, supplemented, restated and replaced

from time to time in writing in accordance with its provisions:

: “Ancillary Agreements” has the meaning etiributed to thiat form in Section 8.6.

“Appllcable Law” means:

(a)  any domestic or forelgn (whether federal, provmclal regional, district,
municipal or other) statuts, law (including common and civil law), eode,
ordinanee, rule, fegulation, order-in-couneil, restriction or by—law (zonmg
or othéerwise);

(b)  anyjudgment, order, writ, mJunchon, dlrectwe, decision, ruhng decree or
' award,

(c)  any regulatory pdlicy, practice, standard or guideline;

@ :anypubllished‘adminish:ative position; ot

(6) the requirements of any Permit;

of any Governmental Authority, binding on or aft‘echng the Person referred toin

* the confext in whlch the term. is used or bmdmg on. or affect]ng the property of
'.that Person : '

{00289835.3}% . : ' - -2~



@®

®)
(10)

a1
(12)

a3y

 (14)'

“Anpprovals” means franchises, licences, qualifications, authorizations, consents,
pp! y

certificates, registrations, exemptions, waivers, filings, grants, notifications,
privileges, r1ghts orders, judgments, tulings, directives, Permits, and other
approvals.

“Assumed Contracts” means the Contracts listed in Schedule 1.1(9).

“Assumed Obligations” means:
(ay  the Silviculture Obligations;

(b)  all obligations arising out of the ownership or operation of the Purchased
Assets that arise solely as a result of any act, omission or state of facts that
oceurs on or after the Closing Date, including:

@ all Post-Closing Environmental Liabilities that arise solely as a
result of any act, omission or state of facts that occurs on or after
the Closing Date; and :

(i) all obligations and liabilities arising from, or related to, the union
Employees that arise solely as a result of any act, omission or state
of facts that occurs on or after the Closing Date; and

(cy  all obligations for Pre-Closing Environmental Liabilities that arise out of
any matter specifically identified in the Phase I Report or the Phase II
Report ot any other Pre-Closing Environmental Liabilities that atise out
of any other maiter expressly disclosed in writing by the Seller or the
Seller's Guarantor to the Buyer before the date hereof.

"‘As_sumed Permits” means the Permits listed in Schedule 1.1(11).

«Auditor’s Silviculture Amount” has the meaning given to that termi in Section
2.7(5)- ' '

“Books and Records” means all books, tecords, files and papers of the Seller
relating to any of the other Purchased Assets or the Assumed Obligations,
including title documentation, maintenance records, environmental compliance
records, equipment drawings (including operator and user manuals, training
materials, guides, listings, specifications and any revisions or additions to such
documents), electronic data, records of the non-union Employees who are offered
and accept employment with the Buyer as contemplated in Section 6.11(2) (as
permitted. by Applicable Laws), all other documents and data (techmcal or
othcrw1sc), and all coples and rccordmgs of the: foregomg

-“Bmldmgs” means the- bulldmgs, ‘structures, ﬁxtures, 1mprovements and
~ apputtenances located on or formmg part of the Real Property.
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“Business” means the sawmilling business and related operations carried on by
the Seller at Fort St. James, British Columbia, including the operations at the FSJT
Mill related to F1955 and the operations under FL955, prior to the cuttailment of
operatiors by the Seller. .

“Business Day” means any day, except Saturdays and Sundays, on which banks "
are generally open for non-automated business:

'(a) for pmjposcs of Section 8.13, in the place specified in that Section; and

(b)  for all other purposes in this Agreement, in the City of Vancouver, British
. Columbia, Canada.

“Buyer” has the meaning given to that term on page one of this Agreement.
“Buyer's Counsel” means Borden Ladner Gervais LLP.
“Buyer Indemnitees” has the meaning given to that term in Section 7 ._3.- :

“Buyer's Silviculture Estimate” has the meaning given to that term in Section
2.7(2)(a). : '

“Claim” means any act, omission or state of facts and any demand, action,
mvestlgatmn inquiry, suit, proceeding, claim; assessment, judgment or settlement
ot compromise relating thereto which may give rise to a right of indemnification

- under this Agreement.

“Clean-Up and Capping Work” has the meaning attrlbutcd to that term in
Section 6:9(1).

“Cios_ing”'means the completion of the Transactions on the Closing Date in

‘accordance with this Agreement.

“Closing Accrued Silviculture Amount” has the meaning attributéd to that term

" in Section 2. 7(1)

“Closing Date” means the fifth (Sﬂ‘) Business Day after the Matenal
Governmental Approvals have been obtained, or such other date as smay be agreed
to by the Partles in wrltmg

[Reserved.]

“Collective Agreement” means the collective agreement entered into fhe 1% day

- of July, 2013 between the Seller, Fort St. James Division, and USW, Local 1-424
- and the MOA and all léttets of understandmg and miemorandums of agrecment

1elatcd to'the foregomg
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(36)

37)

“Commissioner” means the Commissioner of Compefition appointed under the
Competition Act and includes any person duly authotized to exercise the powers
and perform the duties on behalf of the Commissioner of Competition.

“Competition Act” means the Competition Act (Canada) and the regulations
made thereundet. '

“Competition Act Approval” means:
(@) the issuance of an Advance Ruling Certificate; or

(b)  the applicable waiting period under section 123 of the Competmon Act.
has expired or been waived and a No Action Letter has been issued in
accordance with section 123(2) of the Competition Act.

“Completion Report” has the meaning attributed to that term in Section'6.9(2).

“Constating Documents” means, with respect to any Person, its articles or
certificate of incorporation, amendment, amalgamation or continuance,
memorandum and articles of association, letters patent, supplementary letters
patent, by-laws, partnership agreement, limited liability company agteement or
other similar document, and all unanimous shareholder agreements, other
shareholder agreements, voting trusts, pooling agreements and similar Contracts,
arrangements and understandings, all as amended, supplemented, restated and
replaced from time to time.

- «“Contaminant” means any substance, emission or thing, howsoever occurring,
. £,

which has, or may have, an adverse effect on the environment, any ecological
system or natural resource, the use or enjoyment of property, or human health or
safety, and ineludes any “contaminant” or “pollutant”, any substance deﬁned or

‘regulated as “hazardous”, “toxic”, or “dangerous™ or any type of “waste”; in each

case which is defined or regulated by any Applicable Law, and includes petroleum
hydrocarbons and fractions thereof, halogenated or chlorinated solvents, asbestos

- and asbestos-containing matetials, and polychlorinated biphenyls.

“Confract” means any agreemeﬁt, confract, indenture, lease,' occupancy
agreement, deed of tust, licénce, option, undertaking, promise or any other
commitment or obl1gat10n ‘whether oral or writteén, express or implied, other than

“a Permit.

“CRA” mearns the Canada Revenue Agenicy or any successor enc
gency gency.

“Credlt Agreement” means that credit agreement dated July 9, 2018 among, inter
alia, the Seller's Guarantor, the lenders party thereto and PNC Bank Canada

B Branch as agent for the Lendeis.

“Deductlbl ” hag the meamng attrlbuted to such term in Sectmn 7 5(@)().
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(39

(40)
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(43)

“Disabling Code” means any clock, timer, counter, computer virus, worm,
Software lock, drop dead device, Trojan horse routine, trap door, time bomb, or
any other codes, designs, routines or instructions that may be used to access,
modify, replicate, distort, delete, damage or disable any Hardware or Software,
including Internal IT Systems, the Books and Records and any other data or
information.

“Duties” means any monies paid, remitted-or deposited by or on behalf of the
Seller to the U.S. Department of Commerce (or other relevant Governmental
Authority) at any time prior to Closing in respect of (a) countervailing or anti-
dumping duties on softwood lumber imported by or on behalf of the Seller into
the United States from Canada at any time prior to Closing or (b) any settlement
in respect of the imposition and collection of countervailing or anti-dumping
duties on softwood lumber lmported by or on behalf of the Seller into the United
States from Canada at any time prior to Closing.

“Employee Obligations” means any and all ligbilities, obligations and
commitments to any and all of the Employees, whether in respect of any matter
that arose before or arises after the Closing (other than with respect to union
BEmployees, which is limited to any such.matters arising out of any act, omission
or state of facts that occurred prior to Closing), and whether in respect of the
employment of the Employees by the Seller or any predecessor of the Seller or
the termination of their employment with the Seller or any predecessor of the
Seller, including obligations for severance and other- Employee benefits (and like
payments including for "bridging"; etc.) for non-union Employees of the Seller
(including those arising at common law, under statute or under Contract), and
including benefits owing to non-union Employees who are offered and accept
employment with the Buyer as contemplated in Section 6. 11(2) for the time prlor
to the Closing Date and including amounts payable under the MOA. to union
Employees, including amounts payable under the MOA to those union Employecs
who aré on any kind of leave but does not become payable to those union
Employees until aftcr the Closing,

“Employee Plans” has the meaning attributed to that term in Section 5.1(26)(2).

“Employees” means all curtent or former employees of the Seller employed in
connection with the Business, including employees of the Seller who are

~ employed in connection with the Business immediately prior to the Closing,
" whether full-time, patt- time, salaried, hourly, unionized or non—unlomzed and

including those on any type of leave (including maternity or paternity leave, short
term or long term disability or otherwise).

“Encumbrance” means any encumbrance, legal notatlon lien, charge, hypothec
- pledge, mottgage, title reteition agreemcnt sectrity interest of any nature, pnor

- ‘claiim, adverse claim, exceptlon, teservation, encroachment, restrictive or -

‘statitory covenant, agreement, easement (whether or not registered against title),

lease, licence, right of occupation, right of re-entry, profit @ prendre, option, right
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(45)

(46)
47
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of use, right of first refusal, right of pre-emption, privilege or any matter capable
of registration against title or any matter of any kind or nature whatsoever which
constitutes of becomes by operation of law or otherwise a legal notation, lien,
interest or ottier encumbrance or tifle defect, or ary Contract to- create any of the
foregoing.

“Environment” means the environment as defined in Environmental Laws and
includes soil, land, surface or subsurface strata, surface waters (including, without-
limitation, navigable waters, ocean waters, sireams, ponds, drainage basins, and
wetlands), groundwaters, drinking water supply, stream sediments, ambient air

- (including indoor air), plant and animal life, and any other environmental medium

ot natutal resource.

“Environmental Condition” means the Release of a Contaminant, or the
presence of a Contaminant, in the Environment other than the presence. of 2

- Contaminant in locations or at concenfrations that are naturally occumng or

otherwise permitted by law.

“Environmental Consultant” means | Redécte_d. Confilential Supplier.

“Enyirommental Laws” means any and all Applicable Laws relating to: (i) the
protection of the environment or any natural resource; (ii) the presence, release,
discharge, handling, transporfation, storage, remediation “or disposal of

-Contaminants; (111) the ownership, occupation, management, fransfer or sale of

contaminated sites; (iv) the exposure of wortkers to Contaminants in the
workplace, and worker right-to-know legislation pertaining thereto; (v) the
manufacture, distribution; labelling, import, export ot sale of products or product
ingredients by virtue of their oomposmon or any other physical properties; -
(vi) climate change, greenhouse gas emissions and the regulation of earbon;
(vii) the protection of endangered species and their habitat; and (viii) the reportmg
of envitonmental matters or liabilities to any Governmental Authority or in any
publicly accessible venue.

“Envitonmental Liabilities” means any and all liabilities, obligations and
commitments (whether arising under Environmental Laws, Environmental
Pefmits, common law, Contracts or otherwise in any manner whatsoever, whether
known or unknown on the Closing Date) : ansmg out of or relating to:

(@) the presence in, on, at or under, of the Release to, at ot from any of the
: Purchased: Assets, including all of the Real Property and.the Buildings, or
the Leased or Licericed Property or any other lands or waters any interest
in which i§ included in the Purchased Assefs.or over which the Business
is or hias been opetated (including all soﬂ, sediments; watet, groundwater,
bulldmgs, stfuctimes, fixtures, improvements and equipment thereor or -
thereimdet and releases therefrom irito the ait) of any Contammants,
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(b)  the presence of any Contaminants in, on, at or under any land, sediments,

water, groundwater or any other location whatsoever, whether discovered

" before or after the Closing, where such Contaminants originated from the
ownership or operation of any of the Purchased Assets, including all of

* the Real Property and the Buildings, or the Leased or Licenced Property
or any other lands or waters over which the Business is ot has been
operated (mcludmg, without limitation, all soil, sediments, water,
groundwater, buildings, structures, fixtures, improvements and equipment
thereon or thereunder); and :

(c) any other circumstance, condmon matter, occurtence, issue, event or
requirement relating to the environment (which includes building,
structure, fixture, improvement or equipment on or forming part of any of
the Purchased Assets, including all of the Real Property and the Buildings,
or the Leased or Licenced Property or any other lands or waters any
interest in which is included in the Purchased Assets or over which the
Business is or has been operated), health or safety that exists in, on, at or
under any of the Purchased Assets, including all of the Real Property and
the Buildings, or the Leased or Licenced Property or any other lands or
waters over which the Business is or has been operated, or that is or was
caused (directly or indirectly) by, or arises from, the operation of the
Business or the Purchased Assets, including all of the Real Property and
the Buildings, or the Leased or Licenced Property or any other lands or
waters over which the Business is or has been operated.

“Environmental Permits” means any Permit which is issued under, or pursuant
to any Environmental Law.

“Environmental Remedial Action” means any and all actions required ordered
or undertaken to (i) investigate, clean up, remove, treat, contain, or in any other
-way addtess, ot to take remedial action with respect to, Contaminants in the
Environment, (ii) prevent the Release, the threat of a Release, or to minimize any
future Release of Contaminants, or to prevent or minimize the migration or
movement of Contaminants in the Environment, (i) protect public or
occupa‘uonal health, safety and welfare and the Envifonment from harm or
potential harm associated with a Release or subsequent migration or movement
of Contarinants, (iv) perform pre-remedial studies and investigations and pre-
remedial and post-remedidl monitoring and care, of ™) comply with any
Envir onmcntal Laws..

“Equlpment” means all

(ay ~ machinery, equlpment office equxpment fixtures, furmmre, furnishings

- and accessories, and all othér fixed assets imimobilized by hature owned

by the Seller that are located on or. at any of the Real Property or within'

any of the Buildings and are not otherwise included as part of the Real
Property.or the Buildings, including those listed in Schedule 1.1(51);.

{00289835.3) - : . o ' _ -8-



52
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(54)

(55)
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(b)  trucks, cars and other vehicles and all rolling stock owned by the Seller
that are located on or at any of the Real Property or within any of the
Buildings, including those listed in Schedule 1. 1(51), and

(c)  telephone Hardware, automatic maehmery owned by the Seller that are
located on or at any of the Real Property or within any of the Buildings
and are not otherwise included as part of the Real Property or the -
Buildings, including those listed in Schedule 1.1(51); and

Ad) | any other equipment or other tangible personal property that is listed in

Schedule 1.1(51).

. “Escrow Agreement” means ah escrow agreement substant1ally in the form of

Schedule 1.1(52).

“Escrow Holder” means the third party escrow holder that is pa1ty to the Escrow
Agreement. ' ’

“Escrowed Portion of the Purchase Price” means the amount of one million
five hundred thousand dollars ($1,500,000), which is to be held in escrow
pursuant to the terms of the Escrow Agreement as security for the indemnification

‘obligations of the Seller and the Seller’s Guarantor under this Agreement as

contemplated herein, plus any amounts to be escrowed pursuant to Section 2.6

. and Section 2.7, -

“ETA” means the Excise Tax Act (Canada) and the regulations made thereunder.

“Excluded Assets” means all the assets of the Seller other than the Purchased

~ Assets, including:

().  all cash on hand or in banks or other depositories, term or time deposits
and similar cash items including all accrued interest thereon and any
capital gains relating thereto;

(b)-  all Accounts Receivable and other mdebtedness owingto the Seller by any
Person, .

(cy all Duties and all claims and rights of‘the Seller with respect to Duties;

(d)  allrights to prepa:td Taxes, reuts, amounts paid for ut111t1es, other prepaid -
“items and deposits associated with any of the Purchased A5sets that are
not adjusted for pursuant to Seetlon 2.3;

(e} - all personnel” and employment records that the Seller is requxred by
- " Applicable Law to retain;

.(t) - all Employee Plans ‘and all nghts of the Seller under, and assets of the

'Employee Plans and all Contracts relating to the Employee Plans, and
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(59

(g all Constating Documeénts, minute books, shareholder records and
corporate seals of the Seller

“Excluded Liabilities” means all liabilities and obligations of the Selle1, or
otherwise, relating to or arising out of the Purchaséd Assets prior to Closing,
including all

(a) Employee Obhgatlons,
(b) liabilities and obhgatlons for Taies as contemplated by Section 2.11;

(c)  liabilities and obligations of the Seller owing to a lender or creditor,
including any bank overdrafis or bank indebtedness and any indebtedness
or liabilities owing under any promissory note or Contract for the
borrowing of money;

(d) liabilities and obligations arising out of or relating to products or services -
of the Seller to the extent manufactured, sold, Shlppcd or rendered prior to
the Closing;

(ey  liabilities and obligations under all Employee Plans and Contracts rclatmg
thereto;

(3] liabilities and obligations under any Contracts that are not Assumed
Contracts listed in Schedule 1.1(9);

(g) liabilities and obligations under any Permits that are not Assumed Perrmts
listed in Schedule 1.1(1 N

(h) all Pre-Closing Environmental Liabilities, other then any matter
- specifically identified in the Phase I Report or the Phase II Report or any
other Pre-Closing Environmental Liabilities that arise out of any other
matter expressly disclosed in writing by the Seller or the Seller's
Guarantor to the Buyer before the date hereof; and

(i) liabilities and obligations telatmg to an Excluded Asset;

 other than the Assumed Obhgatlons

“Finished Lumber and Log Amount” means an amount equal to the market

value of the Finished Lumber Inventory and the Log Inventory, being the value
of such inventory, less the cost of loading and shipping the inventory to a buyer

- andless dutles or taxes payable on saIe determined. in accordancc with SectIon
26,

“leshed Lumber Inventory” means the ﬁmshed lumber 1nventory located at”
the FSJ Mill on the Closing Date whlch is of merchantable quality. -
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(63)
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(65)

(66)

(67)
(68)

(69)

“F1,955” means forest licence A77955 owned by the Seller with an allowable
annual cut, as at the date hereof, of not less than 396,000 cubic meters.

“Horest Act” means the Forest Act of British Columbia and all regulations
thereunder, as it or they may be amended from time to time.

““Forest Act Approval® means the approval, in writing, of the Minister under

section 54(2)(a) of the Forest Act to the disposition of FL955 and any road
permits included in the Assumed Permits from the Seller to the Buyer with an
allowable annual cut of no less than 396,000 cubic metres authorized under
FL955.

“Forest L'egisletion” means the Forest Act, FRPA and the Wildfire Act.

“Form A Transfer” means the form A - freehold transfers required to transfer
title to the Real Propetty by the Seller to or as directed by the Buyer.

“FRPA” means the Forest and Range Practices Act of British Columbia and all
regulations and standards thereunder as it or they may be amended from time to

time.

“FSJ Mill” means the sawrmll owned and operated by the Seller at: I‘ort St. James,

Btitish Columbia, consisting of

(@)  the Real Property;
(b)  the Buildings;

~(¢y  the Supplies and Spare Parts; and-

(d) the Equipment.

“General Conveyance and Assumption Agreement” means the general
conveyance and assumption agreement between the Seller and -the Buyer

substantially in the form of Schedule 1.1(67).

“GST/HST” means all Taﬁes payable under Part IX of the ETA (including where
applicable both the federal and provincial portion of those Taxes) or under any
provmclal legislation i 1mposmg a similar value added or mult1~staged tax.

“Governniental Authorlty” means any domestic or foreign government,’
whether federal, provincial, state, territorial, local, regional, district, municipal,

" orother pohtlcal jurisdiction or subdmsmn thereof, and any mmlstry, department

agency, authority, mstrumentahty, court, tribunal, board, commission, burean,
arbitrator, arbiteation tribunal ot other tribunal, or any qua51—governmenta1 or
other entity, body, organization or agercy, insofar as it exércises a legislative,

- judicial, regulatoty, administrative, expropriation or taxing power or function of

or pertajning to governiment, including the Ministry of Forests.
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(76)
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(78)

' - regulations made thereunder.

(80)

1)

(82)

G

“Hardware” means computers, computer hardware, mainframes, servers,
client/server stations, network equipment, routers, semi-conductor chips,
erabedded Software, communication lines, storage media and other similar
equipment or devices.

“[FRS” means International Financial Reporting Standards in effect as at the date
hereof.

“Indemnified Party” has the meaning given to that term in Section 7.6.
“Indemnifying Party™ has the meaning given to that term in Section 7.6.
“Independent Auditor” means Deloitte LLP

“Infringe” means infringe (whether dlrectly, contrlbutorlly, by inducement or
otherwise), misappropriate, violate or otherwise conflict with or harm (whether
direct, contributory, by inducement or otherwise) and “Infringed” and
“Infringement” have a corresponding meaning. : :

“Intellectual Property” means any patents (including all reissues, divisions,
continuations, continuations-in-part and extensions thereof), patent applications,
patent rights, trademarks, trademark registrations, trademark applications, service
marks, trade names, trade dress, business names, brand names, domain names,
copyrights, copynght registrations, designs and design reglsh“atlons

“Interim Period” means the period between the date of this Agreement to the

Closing Date.

“Internal IT Systems” means all Hardware, Software and internal networks and
communications technologies and services owned, leased or licensed by the Seller
that is located at or in the FST Mill, including those listed in Schedule 1.1(78),
and including all such Software used to control production equipment.

“Investment Canada Act” means the Investment Canada Act (Canada) and the
“Leased or Licenced Property” means the real property used by the SeIler in the
Business as lessee or licensee that is listed in Schedule 1.1(80).

“Leases and Licences” has fhe meaning attributed to that term Ln Section 5.1(1 0)

“Lenders” means PNC Bank. Canada Branch, and such other lendels party to the
Cred1t A greement.

“Log Inventory” means the 1og mventory located at the T8I M111 on. the Closmg "
Date,
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(85)

(86)

@7

(88)

“Losses” means any and all loss, liability, obligation, damage, reasonable cost
and expense, charge, fine, penalty or assessment, suffered, incutred, sustained or
required to be paid by the Person seeking indenmification (including reasonable
lawyers', experts' and consultants' fees and expenses), directly resulting from or
arising out of any Claim; iricluding the reasonable costs and expenses of any
action, suit, proceeding, investigation, elean-up costs, inquiry, arbitration award,
prievance, demand, assessment, judgment, settlement or compromise relating
thereto. :

“Material Adverse Change” or “Material Adverse Effect” means: (i) any
physical loss, damage or destruction or the appropriation, expropriation or seizure
by any Governmental Authority of any of the Purchased Assets; or (if) any
circumstance, change in or effect on the Business that is materially adverse to the
results of operations or the financial condition of the Business, taken as a whole;

* provided, however, that none of the following, either alone or in combination,

shall be considered in determining whether there has been a “Matetial Adverse
Change” or "Material Adverse Effect": (a) any reduction in the volume of timber
haivestable under the FL955 in any cut control or other relevant period related to
forest fires, flooding or other natural disasters; (b) .changes in the markets for
forest products or general ecomomic of political conditions or events,
circumstances, changes or effects affecting the financial or securities markets

* generally; (c) events, circumstances, changes or effects relating to foreign

cutrency exchange rate fluctuations; (d) changes arising from the consummation
of the Transactions, or the announcement of the execution of this Agreement,
including (i) any actions of competitors, (ii) any labour disruption actions taken
by or departures of Employees or (iii) any delays or cancellations of orders for
products ot services; (¢) any reduction in the price of services or products offered

" by the Business in response to the reduction in price of comparable services or

products offered by a competitor; (f) any circumstance, change or effect that
results from any action taken pursuant to or in accordance with this Agreement or
at the request of the Buyer; and (g) changes caused by acts of war, armed
hostilities or terrorism or any escalation or worsening of current conditions caused
by such acts of war, armed hostilities or terrorism (whether or not declared)
occurting after the date hereof..

* “Material Governmental Appro.vals” means:

. (ay . the Forest Act Approval; and

{b) . the Competltlon Act Approval

“MEPP” means a mult1—employer pension plan Wlthln the meaning of the Penszon '
Benefits Standards Aet (BC) or any other Applmable Laws :

“Minister” meaus the mlmster of thc Province of B_rltlsh CoIi]iﬁBia tesponsible
for the Forest Act, and includes any properly duthotized delegate of that minister.
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(94)
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(96)

©7)

98) -

“Ministry of Forests” means the British Columbia Ministry of Forests, Lands,
Natural Resource Operations and Rural Development or any successor ministry
that is responsible for the Forest Act.

“MOA” means the memorandum of agreement between Council on Northern
Interior Forest Employment Rélations and its memorandum companies (including
the Seller) and USW, Local 1-2017 signed the 13™ day of February, 2019.

“No Action Letter” means written confirmation from the Commissioner that he
or she does not, at that time, intend to make an application under Section 92 of
the Competition Act in respect of the Transactions.

“Notice of Claim” has the meaning given to that term in Section 7.6.

“Occupational Health and Safety” ﬁlcan_s any obligation imposed on an
employer pursuant to the Workers’ Compensation Act (British Columbia) or any
of the regulations thereunder.

“Ordlhary Course” means, with respect to an action taken by a Person that the
action is consistent with the past practices of the Person and is taken in the normal
day-to-day operatlons of the Person.

“Owned Software” means all Soﬁware that is owned by the Seller and located at
the FSJ Mill,

“Payties” means coﬂcctivcly, the Seller, the Seller’s Guarantor, and the Buyer,
and “Party” means any of them:

“Payment and Discharge Statement” means a written statement in form
reasonably satisfactory to the Buyer signed, on behalf of the Lenders, by PNC
Bank Canada Branch, in respect of any Encumbrances in or to the Purchased
Assets in favour of the Lenders pursuant to the Credit Agreemient with a

discharge, in registrable form, of all Encumbrances in or to the Purchased Assets

in favour of the Lendérs, including the PNC Mortgage and a discharge, partial
discharge ot no interest létter in respect of the financing statement registered in
the British Columbia Personal Property Security Registry under base registration
nurmber 874209K in favour of PNC Bank Canada Branch as agent ovet all of the
Seller's present and after acquired personal propetty. -

“Permits” means franchises, licenc'_es, qualiﬁcations,_approvals, authorizations,
consents, certificates, certificates of authorization, decrees,. orders-in-couneil,
regiétrations, exemptions, consents, variances, waivers, filings, - grants,
notifications, privileges, tights, orders, permits and other approvals, obtained

* from, issued by or required by a Governmental Authority. .

{o02898353} - . . . . -14-



(9

(100)

(101)
(102)
(103)

(104)
(105)
(106)

a7

“Permitted Encumbrances” means the Permitted Encumbrances described ifi
Schedule 1. 1(99)

“Per_son" is to be broadly interpreted and includes an individual, a corporation, a
partnership (including a . limited partnership), a joint venture, a trust, an
association, a syndlcate, an umncorporated organization, & Governmental

" Anthority, an executor or administrator or other legal or personal representative,

or any other juridical entity.

“Personal Information” means any information about an identifiable natural
person.

“Phase I Report” meéang the Phase 1 Env:ronmental Site Assessment dated 24
June 2019 and prepared bY | Redacted. Conﬁdenhal Supplier name. l '

“Phase IT Repori”™ means the Phase 1I Environmental Site Assessment dated. 24
June 2019 and prepaled by I Redacied. Confi dential Suppiler name, J ".

“PNC Mortgag ‘means that certain mortgage and assignment of rents registered
to PNC under charge numbers CA6013055 and CA6913056 in connection with
the Credit Agreement. '

“Post—Closmg Environmental Liabilities” means any Environmental Liabilities
arising out of or relating to the ownershlp or operetion of the Purchased Assets
from and after the Closing Date.

“Pre-Closmg Envlronmental Liabilities” means any Envnonmental Liabilities
ansmg out of or relating to the ownership or operation of the Purchased Assets -
prior to the Closing Date.-

"‘P.roeeeding” means:

® any suit, acuon, dlspute, Investigation, claim, arbitration, order, sutimons, .
citation, directive, charge, demand or prosecution, whether legal or
adnumstrahve ‘

) any other proceeding; or

(¢) -any appeal or appheation for rev1ew

" whethet at law, in eqmty or otherwise of before or by any Governmental

(108)

(_105) '

Authonty

“PST” means provmc1a1 sales tax under ’rhe Provinczal Sales Tax Act (Brmsh_

.:Columbm)

“Pm'chase Price” means:

(002808353} - - _ : , o » -15-'



(a)

®
(¢}

the amount of thirty=nine million dollars ($39,000,000), plus or minus any
adjustments required by either of Section 2.6, Section 2.7 or Section 2.8
and minus any adjustments required by Section 6.9; '

| plus the Finished Lumber and Log Amouﬁt; and

the assumption of the Assumed Obligations as more particularly set forth
in the General Conveyance and Assumption Agreement.

(110) “Purchased Assets” means:

(@)
(b)

()

@

(e}
®

(& -

the FSJ Mill;

FL955, and all timber that has been harvested pursuant to FL955 that has
been decked and is still at the harvest site as of the date of this Agreement
except as disclosed in Schedule 6.4(e);

the Finished Lumber Inventory and the Log Inventory;
the Assumed Contracts and Assumed Permits;

the Books and Records; |

thc Internal IT Systems; and .

all rights to prepaid Taxes, rents, amounts paid for utilities and other
similar prepaid items and deposits associated with any of the Purchased
Assets that are-adjusted for pursuant, to Section 2.8, but excludmg, for
greater certainty, the Duties.

(111) . “Real Property” means the real property listed in Schedule 1.1(111) and all nghts
- and beneﬁts appurtenant to and for the benefit of that real pmperty

(1 12) “Release” has the meaning prescribed in any apphcable Env1ronmental Law, and
- includes any release, spill, leak, pumping; pouring, emission, emptymg,
discharge, injection, escape, leaching, disposal, dumping, deposit, spraymg,

- burial, abandonment incineration, seepage and placement. :

(113) “Representatlves means; with respect to any Party, its Affiliates and its and the1r
o respective directors, officers, employees, agents and other representatlves and
advisors, and its lenders.

(114) “Seller” has the mcanmg g1ven to'that term on page one of thJs Agreement,

- (115) P‘Seller_lndgmmtees”' has the meamng g1ven to »th@tterm in Sect_xon 74.

(116) “Seller’s Counsel” mééﬁs SangréMollér LLP. .

{00289835.3}
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(117
(118)

(119)

(120)

_'(121)

(122)

- (123)

(124)

“Seller’s Guarantor” has the meaning given to that term on page one of this
Agreement.

“Seller’s Silvicultnre Estimate” has the meaning given to that term in Section

2.72)(b).

“Silviculture Obligations™ means the silviculture. obligations associated with
FL955 to reforest areas where timber harvesting has occurred pursuant to FL955
and ensure that free growing stands are established on those areas as required
under FRPA.

“Software” mecans software, including all versions thereof, whether installed
locally, on a local area-network or delivered through the internet, and all related
documentation, manuals, source code and object code, program files, data files,

computer related data, field and data definitions and relationships, data definition

_specifications, data models, program and system logic, interfaces, program -

modules, toutines, sub-routines, algorithms, progtam architecture, design
concepts, system designs, program structure, sequence and organization, screen
dlsplays and report layouts; including any and all modifications, changes, release,
versions, upgrades, updates or patches of any of the foregoing, and all other
material related to such software.

“Statutory Plans” means benefit plans that the Seller is required by any domestic
or foreign statutes to participate in or contribute to in respect of an Employee,

director or officer of the Seller or any beneficiary or dependent thereof, including
the Canada Pension Plan and plans administered pursuant to applicable health,

Tax, workplace safety insurance, workers' compensation and -employment
insurance legislation.

“Supplles and Spare Parts” means all supplies, spare parts and tools that are
owned by the Seller and are located within any of the Buildings or 6n o at any of
the Real Property, including those listed in Schedule 1.1(122) (subject to ordinary
course consumption related to any operations of the FSIT Mill prior to Closing); -

“Tax Act” or any refererice to a specific prdvision thereof means the Income Tax
Aet (Canada) and legislation of any legislature of any province or territory of
Canada and any regula’aons thereunder in force of hke or similar effect.

“Taxes” means taxes, duties, fees, premiums, assessments 1mposts leVIes and
other charges of any kind whatsoever imposed by any Governmental Authority, -
including all interest, penalties, fines, additions to tax or other additional amounts -

_ Jmposed i respect thereof (including those levied on, or measured by, or referred

to as, income, gross teceipts, profits, capital, transfer, land transfer, property

“fransfer, gains, capital stock; production, gift, wealth, envitonment, net worth,
‘utility, sales, goods and-services, hatmonized sales; use; consumpnon, valued- .

added, éxcise, stamp, withholding, premium, busiriess, . ﬁanch1smg, property,
employer health, payroll, employment, health, social services, education and
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social security taxes, surtaxes, customs duties and impott and export taxes,
development, occupancy, social services, licence, franchise and registration fees
and employment insurance, health insurance and Canada and other govetnment
pension plan premiums or contributions), including GST/HST and PST, and
“Tax” has a corresponding meaning.

(125) “Transactions” means the purchase and sale of the Purchased Assets and all other
transactions to oceur at Closing contemplated by this Agreement.

(126) “Wildfire Act” means the Wildfire Act of British Columbia and all regulations
thereundet, as it or they may be amended from time to time.

(127) “Work Order” has the meaning given to that term in Sccﬁon 5.1(11)(b).

1.2 Construction. This Agreement has been negotiated by each Party with the
benefit of legal representation, and any rule of construction to the ecffect that .any
ambiguities are to be resolved against the drafting party does not apply to the construction
or interpretation of this Agreement. '

1.3 Certain Rules of Interpretation. Inthis Agreement:

(a)

(b)

the division into Articles and Sections and the insertion of headings and
the Table of Contents are for convenience of reference only and do not
affect the construction or intcrprctation of this Agreement;

the expressmns “herect”, “herein”, “hereto”, “hereunder”, “hereby and
similar expressions refer to this Agreement and not to any particular
portion of this Agreement and

| (c}

.{00289835.3}

)

(i)

)

W

-unless specified otherwise or the context otherwise requires:

reférencés to any Article, Scctio’rl or Schedule ar,é references to the
Article or Section of, or Schedule to, this Agreement; .

“including” or “includes” means “including (ot inclndes) but is not
limited to” and is not to be construed to limit any general statement
preceding it to the specific or similar items or matters immediately
follmmng it; :

“the - aggregate of”, “the total of”, “the sum of”, or a phrase of
similar meaning means “the aggrcgatc (or total or sum), w1th0u1:
duphcatxom of”;

1efe1cnccs to Contracts 1ncludc all ex1stmg amendments,

supplements restatements and replaccments to those Coniracts, _

- references to any legislation, statutoty mstrument or 1egu1at10n or’

a sectlon thereof are references fo the lcglsla’uon, statutory

18-



insirument, regulation or section as amended, re-enacted,
consolidated or replaced from time to time; and

(vi)  words in the singulat include the plural and vice-versa and words-
in one gender include all genders. ’

1.4  Knowledge. As used herein with respect to the Seller or the Seller’s Guarantor,

the term “knowledge” (whethier or not capitalized) shall mean the actual knowledge of
any of Kenneth A. Shields, Yuri Lewis or Adam Infanti, after making reasonable
inquities, including mqumes of Employees who have direct responsibility for any
applicable area. Asused herein with respect to the Buyer, the term "knowledge" (whether
or not eapﬁahzed) shall mean the actual knowledge of any of Steve Zika, after making
reasonable inquiries.

1.5  Computation. of Time. ‘In this Agreement, unless specified otherwise. or the
context otherwise requires: .

(ay  areference to a period of days is deemed to begin on the first day after the
event that started the period and to end at 5:00 p.m. on the last day of the
period, but if the last day of the period does not fall on a Business Day,
the period ends at 5:00 p.m. on the next succeeding Business Day;

(b)  all references to specific times are references to local time in Vancouver,
British Columbia, Canada; and

(c) with respect to the calculation of any. perlod of time, references to “from’
: mean “from and excluding” and references to “to” or “until” mean “to and
including”.

1.6 Performance on Business Days. If any action is required to be taken pursuant
to this Agreement on or by a specified date that is not a Business Day, the action will be
taken on or by the next succeedmg Busmess Day c

1.7 Calculatlon of Interest, In calculatmg interest payable under this Ag1eement for
any penod of time, the fitst day of the period is included and the last day is excluded.

1.8  Currency and Payment, In this Agreement, unless gpecified otherwise:
(a) .~ references to dollar amounts or “§” are to Canadie.n dollars';
(b) - any payinent is to be made by an official bank draft drawn on a Canadian
: chartered bank, wite transfer or certified eheque that p1ov1des '
. unmedlately avallable funds, and

" (e}  except m the casg of any payment due on the: Closing Date any payment
- . due on a partjcular day must be received and available by 2:00 p.m. on the

due date and any payment received and available after that time is deemed

to have been made and received on the next succeeding Business Day. - '
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1.9  Accounting Terms. In this Agreement, unless specified otherwise, each
accounting term has the meaning assigned to it under TFRS..

1.10 Schedules. The following Schedules are attached to and form part of this
Agteement: _

7 Schedule 1.1(2)

Schedule 1.1(9)

Schedule 1.1(11)

. Schedule 1.1(51)
Schedule 1.1(52) .

“Schedule 1.1(67)
Schedule 1.1(78)
Schedule 1.1(80)
Schedule 1,1(99)
Schedule 1.1(111)

Schedule 1. 1(122) _

Schedule 2.5(2)
Schedule 3:1(1)(a)
Schedule 3.2(1)(a)
Schedule 5.1(12)
Schedule:4.2(e)
Schedule 5.1(20)(2)
" Schedule 5.1(20)(b)
Schedule 5:1(22)

Methodology . for Deterfnining the Accrued
Silviculture Amount
Assumed Contracts

" Assumed Permits
Equiprment

Escrow Agreement

General Conveyance and Assumption Agreement
Internal IT Systems

Leased or Licenced Property

Permitted Encumbrances

Real Property

Supplies and Spare Parts

Purchase Price Allocation

Form of Seller’s Bring-Down Certificate
Form of Buyer’s Bring-Down Certificate.
Location of Purchased Assets

Reliance Leiter

Regulatory Approvals .

Third Party Contractual Approvals

- Changes since Financial Statemient Date

Schedule 5.1(24) Litigation
Schedule 5.1(25) Environmental Matters
Schedule 5.1(26)(a). Employee Matters
Schedule 5.1(27) Labour Matters
Schedule 5.1(28) Employees and Others.
Schedule 5.1(29) Seller’s Finder Fees _
Schedule 5.2(5) Buyer Consents and Approvals
" Schedule 6.4(b) Curtailment (Mothballing) Tasks.
Schedule 6.4(¢) Sellet’s Log Sales Commitments
Schedule 6.9 Clean-Up and Capping Work and Costs
. ARTICLE2
" PURCHASE AND SALE

2.1 Agreement fo Purchase and Sell. Subject to the terms and condltlons of this -
. Agréeiment, on the- Closing Date the Seller will sell; transfer, convey and assign to the
Buyer, and. the Buyer: will purchase ¢ and acquire from the. Seller, free and clear of all -

" Encumbrances other than Permitted . Encumbrances, all of the Purchased Assets i .’

conmderatmn for Whlch the Buyer will pay to the Seller the Purchase Price.
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2.2

Excluded Assets. The Fxcluded Assets are not in_cluded in ﬂle- Purchased Asgsets

and remain the property of the Seller.

23

)

@

"
@

Liabilities.

At the Closing, the Buyer will assume, be responsible for, and agree to pay for,

 discharge, perform, fulfil or otherwise satisfy, from and after the Closing, all of

the Assumed Obligatjons.

The Buyer will not assume, be responsible for, or agree to pay for, discharge,
perform, fulfil or otherwise satisfy any of the Excluded Liabilities. ‘All Excluded
Liabilities remain the obligation of the Seller and the Seller will remain
responsible for, pay fot, discharge, perform, fulfil or otherwise satisfy-all of the
Excluded Liabilities.

Non-Transferrzlble or Assignable Assets.

Notwithstanding Section 2.1, nothing in this Agreement shall be construed as a
transfer or assignment by the Seller, or an attempt by the Seller to transfer or
assign, to the Buyer any Contract or Permit included in or comprising part of the
Purchased Assets that, as a matter of law or by the terms of the Contract or Petmit,
is (i) not assignable, or (ii) not assignable without the Approval of a third party,
including the other party ‘or parties thereto ‘or the issuer thereof, without first
obtaining that Approval and the Seller will, at the reasonable request of the Buyer:

(2) re"asonably assist the Buyer in applying for all Approvals required by any
' - such Contract or Permit, in a form satisfactory to the Buyer as provided in
Section 6.8 ot obtaining a replacement for any such Contract or Permit for

the Buyer’s use or ownership of the Purchased Assets;

(b)  co-operate with the Buyer at the cost of the Buyer in any reasonable and
lawfu] arrangements designed to provide the benefits of any such Contract
or Permit to the Buyer, including holding any such Contract or Permit as
bare trustee, nominee and agent for the Buyer,

(c)},- enforce, at the sole cost of the Buyer, any r1ghts of the Seller arising from.
any such Contract or Permit against any third party, including the other
party ot parties thereto or the issuer thcreof and -

| (dy . take all sich reasonable actions and do, or cause to be done all such things h

atthe sole cost of the Buyer as are reasonably necessary and proper so the
value of any such Contract or Permit may be preserved and enure to the
benefit of the Buyet, including accounting for all direct benefits from any
such Contract or Permit to the Buyer and pay over to the Buyer all moneys
collected by or pald to the Seller in respect of any such Contract or Perm1t

If the Seller is unable to lawfully provlde the beneﬁt of any such Contract or
Permit to the Buyer, it will not at any time use the Contract or Permit for its own
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2.5
1)

@

2.6
M

@

purpose or assign or provide the beneﬁt of the Conuact or Permlt to any other
Person.

Nothing in this Section 2.4 constitutes a waiver of any right of the Buyer to require
delivery of the Approvals on the Closing Date pursnant to Section 3.1(1)(c).

Payment and Allocation of the Purchase Price.
The Buyer shall pay and satisfy the Purchase Price:
(@ by payment at Closing as provided in Section 4.3 and Section 4.4 of:

@ the a.1ﬁount of thirty-nine million dollars ($39,000,000) plus or
minus any adjustments required by Section 2.6, Section 2.7 or
Section 2.8 and minus any adjustments required by Section 6.9;
and '

(i) fhe Finished Lumber and Log Amount; and

(b) by assuming the Assumed Obligations, as more particularly set forth in
"~ the General Conveyance and Assumption Agreement.

" The Buyer and the Seller will allocate the Purchase Price and any adjustments to

the Purchase Price among the Purchased Assets in accordance with
Schedule 2.5(2) and will report the purchase and sale of the Purchased Assets for
all Tax purposes in a manner consistent with that allocation.

Finished Lumber and Log Amount.

The Seller and the Buyer will jointly carry out an inventory mspectmn as near to
the Closing Dat¢ as reasonably practicable to allow a determination of the
Finished Lumber and Log Amount. If at least five (5) Business Days prior to the
Closing Date the Buyer and the Seller agree on the Finished Lumber and Log
Amount, the Buyer and the Seller will, at such time, jointly sign a certificate
setting forth the agreed amount of the Finished Lumber.and Log Amount.

- If at least five (5) Business Days prior to the Closing Date the Buyer and the Seller -

do not agree on the Finished Lumber and Log Amount at least two (2) Business
Days prior to the Closing Date: '

(a)  the Buyer w111 prepare and dchver fo the Seller a ‘written - statement
certified by a senjor executive officer of the Buyer cotitaining the Buyer’s
good faith best estimate of a detaﬂcd calculatlon of the Finished Luniber
and Lo 2 Amount' -

(b) the Seller will’ prepare and dehver to the Buyer : wrltten statement o
' certified by a senior executive officer of the Seller contannng the Seller’s
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good faitﬁ best estimate of a defailed calculation of the Finished Lumber
and Log Amount;

(¢y anamount:

Q) equal to the Finished Lumber and Log Amount set forth in the
. statement containing the Buyer’s good faith best estimate of a
detailed calculation of the Finished Lumber and Log Amount will
be paid by the Buyer to the Seller at Closing as part of the Purchase

Price; and

@)  equalto:

(A) the Finished Lumber and Log Amount set forth in the
statement containing the Seller’s good faith best estimate
of thie Finished Lumber and Log Amount;

minus:

B) the Finished Lumber and Log Amount set forth in the
statement containing the Buyer’s good faith best estimate
of the Finished Lumber and Log Amount;.

| will be paid by the Buyer into escrow pursuant-to the Escrow.
~ Agreement to be held in and released from escrow by the Escrow
" Holdert as provided in Section 2.6(3); and

(dy . the items in dispute between the statements referenced in paragraphis (a)
~ and (b) above will be resolved by the Independent Audltor as provided in
Section 2.6(3). -

“Within two (2) Business Days after the Closing Date; the Buyer and the Seller |
will each furnish to the Independent Auditor those working papers, schedules and

other documents, accounting. books and records and information relating to the
items in dispute, that are available to it or its anditors as the Independent Auditor -
may 1equ1re The Buyer and the Seller will each instruct the Indépendent Auditor
that time is of the €ssence in proceeding with its determination of any item in

- dispute; and that the Finished Lumber and Log Amount &s determined by the

Independent Auditor must not be lower than the Finished Lumber and Log

. Amount set forth in the statement containing the Buyer’s good faith best estimate

of the Finished Lumber and Log Amount nor higher than the Finished Lumber
and Log.Amount set forth in the statement containing the Seller’s good faith best
estimate of the Finished Lumber and Log Amount: The decision -of the :
Independent Auditor with respect to any item in dispute isto be in writing and,.

" absent any manifest error, is final and bmdmg on the Seller and the Buyer with,

rio rights: of challenge review or appeal to.the courts-ini any manner. The -
Independent Auditor, in making its determination of any dlspute is acting as an’
expert and not as ani arbitrator and. is not requlred to engage in a Judlclal inquiry
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2.7
0y

worked out in a judicial manner. The fees and expenses of the Independent
Anditor will be paid by the Buyer and the Seller in proportion to the success or
failute of the positions put forward by the Buyer and the Seller relative to the
decision of the Independent Auditor as determined by the Independent Auditor,
but each of the Seller and the Buyer will be responsible for its own costs and
expenses. Once the Independent Auditor has made its determination:

(a)  if the Finished Lumber and Log Amount determined by the Independent
Auditor is equal to the Finished Lumber and Log Amount set forth in the
statement containing the Buyer’s good faith best estimate of the Finished
Lumber and Log Amount, the amount paid into escrow pursuant-to
Section 2.6(2)(c)(ii) will be released from escrow and paid to the Buyer in

_accordance with the Escrow Agreement; or

(b)  if the Finished Lumber and Log Amount determined by the Independent
Auditor is greater than the Finished Lumber and Log Amount set forth in
the statement containing the Buyer’s good faith best estimate of the
Finished Lumber and Log Amount, the amount paid into escrow pursuant
to Section 2.6(2)(c)(ii) will be released from escrow and paid as follows:

)] the difference between the Finished Lumber and Log Amount
" determined by the Independent Auditor and the Finished Lumber
and Log Amount set forth in the statement containing the Buyer’s
good faith best estimate of the Finished Lumber and Log Amount
will be released from escrow and paid to the Seller; and

(i)  the balance of the amount, if any, péid into escrow pursuaht to
Section 2.6(2)(c)(ii) will be released from escrow and paid to the
Buyer. )

.Adjustments to the Purchase Price for the Acerued Silviculture Amonnt,

The Seller ahdthe Buyer will jointly carry oﬁt areview of the Books and Rccofdé

- and to the extent provided in Schedule 1;1(2) also include a field review of FL955,

as near to the Closing Date as reasonably practlcable to allow a determination of

‘the Silviculture Obligations on the Closing Date using the methodology set forth

in:Schedule 1.1(2) (the “Closing Accrued Silviculture Amount”). If at least five
(5) Business Days prior to the Closing Date the Buyer and the Seller agree on the
Closing Accrued Silviculture Amount, at such time the Buyer and the Seller will

_ jointly sign a certificate setting fotth the agreed Closing Accrued Silvicultore
" Amount and.if the Acciued Sllv1culture Amount is: S

(@ léss than the Closmg Acerued Sﬂv1cu1ture Amount the Purchase Price
R payable at Closmg wﬂI be decreased by the amount of the difference; or

(b)  greater than the Closmg Accrued Silviculture Amount, the Purchase Price
: payable at Closing will be increased by the amount of the dlfference
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. (4_),

and if the Accrued Silviculture Amount is equal to the Closing Accrued
Silviculture Amount, theré will be no adJustmcnt to the Purchase Price payable at
Closing.

If at least five (5) Business Days prior to the Closing Date the Buye‘r and the Seller
do not agree on the Closing Accrued Silviculture Amount, at least two (2)
Business Days prior to the Closing Date: '

(@)  the Buyer will prepare and deliver to the Seller a written statement
certified by a senior executive officer of the Buyer containing the Buyer’s
good faith best estimate of a detailed calculation of the Closmg Accrued

_ Silviculture Amount (the “Buyer’s Sllvu:ulture Estimate™); and

(b)  the Seller w111 prepare and deliver to the Buyer a ertten statement
certified by a senior executive officer of the Seller containing the Seller’s-
good faith best estimate of a detailed calculation of the Closing Accrued

Silviculture Amount (the “Seller’s Silviculture Estimate”).

If the Buyer’s Silviculture Estimate is:

(a) less than the Accrued Silviculture Amount, the Purchase Price payable to
the Seller at Closing will be increased by difference between:

0 the Accrued Silviculture Amount;
nﬁnus:
(i)  the Buyer’s Silvicultute Estimate; ot

(b) greaterthan the Accrued SllVlculture Amount, the Purchase Price payable
to the Scller at Closmg will be decreased by d1fference betweer:

(i) . the Buyer’s Silviculture Estimate;
minus:.

() the AcCruéd Silvicult'ure Amount; or

(cy equal to the Accrued S1lv1cu1ture Amount there w1II be no change tothe h

* Puichase Price payable to the Seller at Closing;

and the differerice betwaen the Buyer’s Silviculture Estlmate and the Seller’s
Sﬂvlculture Estimate w111 be dealt with ag prowded in Sectlon 2. 7(4)

The dlfference between 7
(a) the Buyer s S11v1cu1ture Estunatc,

minus:
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(b)  the Seller’s Silviculture Estimate;

will be paid by the Buyer into escrow pursuant to the Escrow Agreement to be
Held in and released from escrow by the Escrow Holder as provided in Section
2.7(5), and the items in dispute between the Buyer's Silviculture Estimate and the
Seller's Silviculture Estimate will be resolved by the Indeperident Auditor as
provided in Section 2.7(5).

Within two (2) Business Days after the Closing Date, the Buyer and the Seller
will each furnish to the Independent Auditor those working papers, schedules and
other documents, accounting books and records and information relating to the
items in dlspute, that dre available to it ot its auditors as the Independent Auditor
may rcqulre The Buyer and the Seller will each instruct the Independent Auditor
that time is of the essence in proceeding with its determination of any item in

dispute, and that the Closing Accrued Silviculture Amount as determined by the

Independent Auditor (the “Aunditor’s Silviculture Amount”) must not be lower
than the Seller’s Silviculture Estimate nor higher than the Buyer’s Silviculture
Estimate. The decision of the Independent Auditor with respect to any item in
dispute is to be in writing and, absent any manifest error, is final and binding on
the Seller and the Buyer with no rights of challcnge, review or appeal to the courts
in any manner. The Independent Auditor, in makirig its determination of any
dlspute is acting as an expert.and not as an arbitrator and is not required to engage

~ in a judicial inquiry worked ocut in a judicial manner, The fees and expenses of

the Independent Auditor will be paid by the Buyer and the Seller in proportion to
the success ot failure of the positions put forward by the Buyer and the Seller '
relative to the decision of the Indépendent Anditor as determined by the
Independent Auditor, but each of the Seller and the Buyer will be responsible for

‘jis own costs and expenses. Once the Independent Auditor has made its

determination;

' (ay if the Additor’s Silviculture Amount is equal to the Buyer’s Silviculture

Estimate, the amount paid into escrow pursuant to Section 2.7(4) will be
released from escrow and paid to the Buyer in accordance with the Escrow.
Agréement; or :

(b)  if the Auditor’s Silviculture Amount is less than the Buycr s Silviculture”
Estimate, the amount paid into escrow putsuant to Section 2,7(4) will be
released from escrow and paid as foIlows '

O ' the difference between the Buyel 8 Sllvmulture Estimate minusthe -
- Auditor’s Silviculture Amount will be released from escrow'and
paid to the Seller; and

(i) the balance of the amount, if any, pa1d fnto escrow pursuant to -
- Section 2. 7(4) wﬂl be 1eleased from escrow: and pald to the Buyer

Other Adjustme_n,ts_to Purchase Price.
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(1)  Taxes in respect of Real Property and other similar Taxes levied with respect to
the Purchased Assets for a taxable period that includes but does not end on the
Closing Date are to be apportioned between the Seller and the Buyer on the
Closing Date such that the Seller is- liable for the amount determined by
‘multiplying the Taxes to be apportioned by a fraction, the numerator of which is
the number of the ddys in the taxable petiod up to but excluding the Closing Date.
and the denominator of which is the total number of days in the period, and the
Buyer is liable for the balance. The Purchase Price payable at Closing will be
increased or decreased as required to reflect the amount of any such
apportmnment

(2)  Any rents, amounts paid for utilities and any other prepaid items with respect to
the Purchased Assets or the Assumed Obligations for a period that includes but
does not end on the Closing Date are to be apportioned between the Seller and the

© Buyer on the Closing Date such that the Seller is liable for the amount determined
by multiplying the amount of the relevant item to be apportioned by a fraction,
the numerator of which is the number of the days in the period up to but excluding
the Closing Date and the denominator of which is the total number of days in the
period, and the Buyer is Tiable for the balance. The Purchase Price payable at
Closing will be increased or decreased as required to reflect the amount of any
such apportionment.

(3)  The Purchase Price will also be increased by the amount of any deposits with
respect to the Purchased Assets or the Assumed Obligations that the Buyer and
the Seller agree in writing to adjust for instead of having returned to the Seller
and replaced with deposits put up by the Buyer. If it is not possible or practicable
for the deposit to be returned to the Seller and replaced with deposits put up by
the Buyer and the fuil benefit of such deposits can be effectively assigned to the .

Buyer, then the Purchase Price will be increased by the amount of such deposits
- and such deposits Wﬂl be included in the Purchased Assets.

2.9 Transfer Taxes. The Buyer will pay to the appropriate Governmental
Authorities all sales and transfer taxes, property transfer taxes, registration charges and
transfer fees, mcludmg GST/HST (subject to Section 2.10), payable by it in respect of the
purchase and sale of the Purchased Assets under this Agréement. The Buyer and the
Seller will coopérate in timely prepating for and executing at Closing, and filing upon
_Closing, all Tax returns as. may be required to comply with the provisions of any
applicable Tax laws relatmg to payment of such Taxes. The Buyet and the Seller will
also cooperate to identify, in a timely manner before the Closing Date, all produetion
machinery and equipment comprising part of the Purchased Assets and cooperate to-claim
‘the applicable production machinery and equipment exemptionunder the Provincial Sale -
Tax Act (British Colurnbla) to the maximum'extent possible under that Act.

- 210 GST/HST The Buyer and the Seller will Jomﬂy elect under subsectlon 167(1)- .~
. of the ETA and urider any similar provision of any applicable provyincial legislation

© imposing a similar value added or multi-staged tax, that no tax be payable with respect

' to the purchase and sale of the Purchased Assets pursuant to ﬂllS Agreement. The Buyer '
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and the Seller will make those elections in prescribed form containing prescribed
information and will file those elections in compliance with the requirements of
applicable legislation. The Buyer will deliver to the Seller at Closing a GST/HST
certificate certifying (i) that the Buyer is registered for GST/HST, (i) the Buyer’s
GST/HST number, and (iii) that the Buyer will account for and remit any GST/HST
payable with respect fo the purchase and sale of the Prirchased Assets pursuant to this
Agreement with its regular GST/HST return.

2.11 Payment of Taxes for Prior to Closing. The Seller will pay, collect and remit
all Taxes relating to the Business which arise, or are related to a period of time, ending
prior to the Closing Date, except to the extent they are adjusted pursuant to Section 2.8.

2,12  PST Clearance Certificate. At the Closing, the Seller will deliver to the Buyer
a clearance certificate under section 187 of the Provincial Sales Tax Act (British
Columbia).

213 Vehlcle Transfers. .Upon Closing, the Seller and the Buyer will take all actions
necessary to transfer the registration of all registeted vehicles of the Seller included in
the Purchased Assets into the Buyer’s name. The Buyer will be tesponsible for paying
all PST payable on the transfer of the vehicles.

214 Payment and Discharge Statement. The Seller shall use reasonable commercial
efforts to provide the executed Payment and Discharge Statement to the Buyer at least
one (1) Business Day prior to the Closing Date, but in any event shall provide the
executed Payment and Discharge Statement prior to Closing. The Buyet’s Counsel will
be provided the opportunity to comment on and settle the wording ineluded in the -
Payment and Diseharge Statement regardmg the release and discharge of any interest
over the Purchased Assets before it is finalized and the executed Payment and Discharge
Statement is provided ta the Buyer -

. ARTICLE3
CONDITION S OF CLOSING

3.1  Conditions for the Benefit of the Buyer.

(1)  The Buyer will be obhged to complete the Transactions only if each of the
following conditions precedent has been satisfied-in full at or before the time of
Closmg on the Closing Date '

(a)  the Material Govemmental Approvals shall have been obtained Wlthout'

~ any terts and conditions that are not acceptable to the Buyer, acting

' reasonably (provided that, for greater certainty, any condition of the Forest

Act Approval that would require or result in the atlowable annual cut of

: FL955 being less than 396,000 ciibic meters will not be aeeeptable to the
.- B uyer) and shall be in full force and effect; :

(b) the representauons and watranties of the Seller contalned in Seetlon 51
- shall be, md1v1dually and collectlvely, tme and correct in all materlal
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respects (except those subject to a materiality qualifier, which shall be true
in all respects) (i) at and as of the date of this Agreement and (ii) on and
as of the Closing Date as if made on the Closing Date, except to the extent-
that any representation ot Warranty is limited by its terms to a specific date
or range of dates (in which case such representation or warranty need only
be true and correct on the date or during the range of dates so specified)
and all of the covenants in this Agreement to be complied with or
- performed by the Seller by the Closing shall have been comphed with or
petformed in all material respects, and a certificate of a senior officer of
the Seller (int his or her representative and not personal capacity), dated
the Closing Date, to that effect shall have been delivered to the Buyer -
substantially in the formn of Schedule 3. 1(1)(a)

(6)- all Approvals described in Schedule 5.1(20)(a) and Schedule 5.1(20)(b)
shall have been obtained, in each case in form and substance satisfactory -
to the Buyer, acting reasonably, and shall be in full force and effect;

(d)  no temporary restraining order, preliminary, temporary or permanent
injunction or other order issued by any Governmental Authority or court,
or other legal restraint or prohibition under any Applicable Laws, -

- preventing the Buyer from proceeding with the Closing of the
Transactions shall be in effect; '

_(é.) since ﬂle date of this Agreement there shall nothave occurred any Material

Adverse Effect.

Each of the conditions set out in Section 3.1(1) is for the exclusive benefit of the
Buyer and the Buyer may waive compliance with any such condition in whole or-
in part by notice in writing to the Seller and proceed with the completion of the
Transactions. Any such wajver and election by the Buyer will only serve as a
waiver of fhe specific closing condition that is Wwaived and not any of the other

‘conditions, and the Seller will havc no liability w1th respect to the specific closing

condition that is waived.

The Parties acknowledge and agree that: (i) although the obhgatlons to complete

the Transactions are subject to the waiver or satisfactien of the conditions set out
in Section'3.1(1), the conditions set out in Section: 3.1(1) are riot a condition to -
this Agreement being a binding agreement; (ii) this Agreement is not void;
voidable, revocable ot otherwise capable of being terminated except as prov1ded
in Section 3.3; and (iii) the Parties irrevocably agree that they have exchanged
yaluable consideration in respect of the foregoing, including the- respective
obligations ‘of the Parties contained in this Agreement that are not subJect to thc.

_ cond1t10ns set out in Secmon 3 1(1)

'Condltmns fqr_ the Benef' it of the Seller: -
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| The Sellér shall be obliged to complete the Transactions only if each of the

following conditions precedent has been satisfied in full at or before the time of
Closing on the Closing Date:

(a) therepresentations and warranties of the Buyer contained in Article 5 shall
be, individually and collectively, true and correct in all material respects
(except these already subject to a materiality qualifier, which shall be true
in all respects) (i) at and as of the date of this Agreement and (ii) on and
as of the Closing Date as if made on the Closing Date, except to the extent
that any representation or warranty is limited by its terms to a specific date
or range of dates (in which case such representation or warranty need only
be true and cotrect on the date or during the range of dates so specified)
and all of the covenants in this Agresment to be complied with or
performed by the Buyer by the Closing shall have been comphed with or
performed in all material respects, and a certificate of a senior officer of
the Buyer (in his or her representative and not personal capacity), dated
the Closing Date, to that effect shall have been delivered to the Seller
substantially in the form of Schedule 3.2(1)(a);

(h) no temporary restraining order, preliminary, temporary or permanent
1nJunctIon or other order issued by any Governmental Authority or court,’
_or - other legal restraint or prohibition under any Applicable Laws,
preventing the Seller from proceeding with the Closing of the
Transactlons shall be in effect; and

(¢}  the Material Governmental Approvals shall have been obtained without
" any terms and conditions that are not acceptable to the Seller, actmg :
reasonably, and shall be in full force and-effect.

‘Each of the conditions set out in Section 3.2(1) is for the excluswe benefit of the
~ Seller and the Seller may waive compliance with any such condition in whole or

in part by hotice in writing to the Buyer and proceed with the completion of the

- Transactions. Any such waiver and election by the Seller will only serve as a
"‘waiver of the specific closing condition that is waived and not any of the other

conditions, and the Buyer will have no 11ab111ty with respect to the specific closing
condlnon that is waived.

The Partles acknowledge and agree that: (1) although the obligations to complete :
thie Transactions are subject to the waiver or satisfaction of the conditions set out
in ‘Section 3.2(1), the conditionis set out in Section 3.2(1) are not a condition to
this Agreement being a binding agreement; (ii) this Agreement .is not void,

7_v01dab1e, revocable or otherwise capable of being tefminated except as provided
*in Section 3.3; and (iif) the Parties irrevocably agree that they have exchanged

valuable consideration ‘in respect of the’ foregoing, including the 1espect1va

‘obligations of the Parties contained in this Agreement that are not subject tothe - -
* conditions set out in Sectlon 3.2(1).
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3.3  Termination Events. By notice in writing given prior to Closing, subject to
Section 3.4, thlS Agreement may be terminated as follows:

(@ by the Buyer or the Seller unless it is in material breach of this Agrcement
if the Closing has not occurred on or hefore November 30, 2019

(b)  bythe Buyet if, before the Closing, any of the Purchased Assets is lost,
damaged or destroyed or is appropriated, expropriated or seized by any
Governmental Authority, and the loss, damage, destruction, appropriation,
expropriation or seizure constitites a Materijal Adverse Change;

(cy by the Buyer if any condition in Section 3.1 has not been satisfied as of
the Closing Date or if the satisfaction of any condition by the Closing Date
is or becomes impossible (other than through the failure of the Buyer to
comply with its obligations under this Agreement), and the Buyer has not
waived that condition on or before Closing Date

(d) by the Seller if any condition in Section 3.2 has not been satisfied as of
the Closing Date or if the satisfaction of any condition by the Closing Date
is or becomes impossible (other than through the failure of the Seller to
comply with its obligations under this Agreement), and the Seller has not
waived that condition on or before the Closing Date; and

() by mutnal written consent of the Buyer and the Seller.

3.4  Effect of Términation. Each Party's right of termmanon under Sectlon 33isin
addition to any other rights it may have under this Agreement or otherwise, whether at
law, in equity or otherwise, and the exercise of that right of termination is not an. election
of remedies. If this Agreement is terminated pursuant to Section 3.3, all obligations of
the Parties under this Agreement will terminate except that the obligations contained in
Article 8 will survive, provided that if this Agreement is terminated pursuant to
Section 3.3(c) or 3.3(d), the terminating Party’ nght to pursue all legal remédies will
survive that tcrmmatlon unimpaired.

ARTICLE 4
CLOSING ARRANGEMENTS

4.1  Closing. Subject to the satisfaction or waiver in writing by the applicable Party
of the conditions set out in Article 3, the Closing shall commence at 10:00 a.m. on the
Closing Date, 4t the offices of the Buyet's Connsel in the City of Vancouver, British -
Columbia, Canada, ot at such other time and place or in such other manner as may be '
agreed to by the Seller and the Buyer.

42 Seller's Closing Deliveries. Atthe Closmg, the Seller W111 deliver or - cause to bc :

delivered in'trust to the Buyer’s Counsel on trust conditions and undertakmgs commonly -

used in commercial real estate purchase and sale transactions in British Colurnbla
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a certificate of status under the laws of the jurisdiction of its incorporation

for each of the Seller and the Seller’s Guarantor;

a certificate of a senior officer of the Seller and the Seller’s Guarantor (in
his or her representatlve and not personal capacity) dated the Closing Date
certifying:

()  the resolutions of the boatd of directors of the Seller autho_rizing
the execution, delivery and performance of this Agreement and of
all Contracts, instruments, certificates and other documents
required by this AgLeement to be delivered by the Seller;

(@)  the resolutions of the board of directors of the Seller’s Guarantor

authorizing the execution, delivery and performance of this
Agreement,

(i) - the special 1;esol_ution of the shareholder of the Seller authorizing

. the sale and disposition of the Purchased Assets as all or
substantially all of the assets or undertaking of the Seller; and

(iv)  theincumbency and signatures of the officers of each of the Seller
" andthe Seller’s Guarantor executing this Agreement and any other
document relating to the Transacﬁons

a statement of any adjustments pursuant to Section 2. 8 executed by the
Seller;

the Form A Transfer executed by the Seller;

transmittal letter in respect of each of the Phase I Report and the Phase II
Report from SLR Consulting (Canada) Lid. entitling the Buyer to rely on
each of the Phase I Report and the Phase 1T Report in the form attached as
Schedule 4.2(e); - :
sin undertaling to re-adjust the adjustments referred fo in Section 2.8 to
the extent those adjustments were made for Closing based on estimated
amounts rathet than final amounts,- daly executed by the Seller;

the General Conveyance and Assumptwn Agreement executed by the
Seller; .

the Escrow Agreement, duly executed by the Se11e1

alI othel deeds, conveyances, bills -of sale, assurances,: transfels,

: -assignments and any other documentation ot actlon which in the opinion -
of the Buyer, actitig reasonably, are- niecessary of reasonably required to

transfer the Purchased Assets to the Buyer, free and clear of all
Eficumbrances except: for Perimitted Encumbrances (including a bill of
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sale for any personal property that may be required in connection with any
PST payable on the transfer of the personal property), in each case duly
executed by the Seller and in form and substance satisfactory to the Buyer,
acting reasonably;

any Tax returns requ1red from the Seller pursuant to Section 2.9, duly_
executed by the Seller;

the GST/HST election referred to in Sectlon 2.10, if apphcable duly |
executed by the Seller;

the clearance certificate in respect of the Seller under section 187 of the -
Provincial Sales TaxAct (British Columbia) 4s referred to in Section 2.12;

the Payment and Discharge Statement settled as contemplated in Section
2.14; .

evidence of the release and discharge of all other_Encumbranees affecting
any of the Purchased Assets other than the Permitted Encumbrances; and

such other documentation as the Buyer reasonably requests in a timely
manner in order to establish the completion of the Transactions and.
conveyance of the Purchased Assets from the Seller to the Buyer, in each
case i1 form and substance satlsfactory to the Buyer, acting reasonably.

43  Buyer's Closmg Deliveries. At the Closing, the Buyer w111 deliver or cause to.
be delivered in trust to the Seller’s Counsel on trust conditions and undertakmgs
‘commonly used in commercial real estate purchase and sale transactions in British

Columbia:

@

)

B (c}?-

{00285835.3}

a certlﬁcate of good standmg under the laws of the Junsdlctxon of its
incorporation for the Buyer;

a certificate. of a senior ofﬁcer of the Buyer (in his or her representative
and not personal capacity) dated the Closing Date certifying: '

()  the resolutions of the board of directors of the Buyer authorizing

~ the exectition, delivery and performance of this Agreement and of

“all Contracts,  instruthents, certificates and other documents
requited by this Agreement 1o be dehvered by the Buyer;

(if) - the incumbency and s1gnatures of the ofﬁcers of the Buyer
- -executing this Agreement and any other document relating to the :
] Transaetmns, '

an- undertakmg ta re—adjust the ad_]ustments referred toin Sectron 2 8 to B
"~ the extent those adjustments were made for Closing based: on estimated

amounts rather than final amounts, duly executed by the Buyer
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(d) the General Conveyanoe and Assumption Agreement duly executed by
' the Buyer;

(ey the Escrow Agreement, duly executed by the Buyer and the Escrow
' Holder

§3) any Tax returns required from the Seller pursuant to Sectxon 2.9, duly
executed by the Seller;

(g) the GST/HST election or GST/HST certificate referred to in Section 2.10,
as applicable, duly executed by the Buyer; and

(h)  such other documentation as the Seller reasonably requests in a timely -
" -manner in order to establish the completion of the Transactions and the
assumption by the Buyer of the Assumed Obligations, in each case in form

and substance satisfactory to the Seller, acting reasonably;

and the Buyer will deliver the payment of the amount 1equned to-be paid on the Closing
Date under Section 2.5 to the Buyér's Counsel by wire payable to the Buyer s Counsel in

4.4  Closing Procedure. After receipt by the Seller's Counsel of the documents and
itemns referred to'in Section 4.3 and receipt by the Buyer's Counsel of the documents and
items referred to in Section 4.2 and payment of the amount required to be paid on the
Closing Date under Section 2.5, the Buyer will canse the Buyer's Counsel to file the Form
A Transfer for registration with the applicable land fitle office. Promptly following the -
filing of the Form: A Transfer for registration with the applicable land title office and upon
the Buyer's Counsel conductmg post-ﬁlmg title searches of the Real Property disclosing
only the following:

(a) - the ex1st1ng t1t1e number to the Real Property,

()]  the Permitted Encumbrances apphcable to the title to the Real Property
' (and any Encumbrances to be paid out and dlscharged by the Seller as
provided in Section 4.5);and :

(cy - »the pending numbers’ assigned to the Form A Transfer; -

the Buyer will cause the Buyer s Counsel to wire the amount pursuant to.the. large value
transfer system required to be paid on the Closing Date under Section 2. 5 to the Seller’s .
Counsel, less the Escrowed Portion of the Purchase Price, which Escrowed Portion of the
Purchase Price will be wired to the Escrow Holder to be held pursuant to the Escrow
Agreement, Filing of the Form A Transfer and all matters of payment and delivery of
documents by one Party to another will be deemed to be concurrent requirerients of the
Closing so that the C10s1ng will not happen fintil everything has been paid, dehvered and
submltted for 1eglstrat10n on a pending basis in the land title office.
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4.5  Discharge of Encumbrances by the Seller. If on the Closing Date if there any
judgments, liens, claims of lien or any other Encumbrances of a financial nature against
title to any of the Purchased Asset which are not Permitted Encumbrances for which the
Seller fequires the proceeds from the Purchase Price to clear fiom title, then the Seller
will be required to obtain discharges in registerable form (including the discharge
provided as part of the Payment and Discharge Statement) prior to the Closing Date, and
such discharges shall be registered in the applicable land title office (and, if applicable,

payment required thereunder will be made) on undertakings from the Seller’s Solicitors,
satisfactory to the Buyer’s Solicitors, acting reasonably.

B ARTICLE 5
REPRESENTATIONS AND WARRANTIES

51  Representations and Warranties of the Seller. The Seller represents and
warrants to the Buyeér as follows and acknowledges that the Buyer is relying on these
representations and warranties in connection with its purchase of the Purchased Assets
and that the Buyer would not purchase the Purchased Assets and assume the Assumed
Obligations without these representations and warranties:

(1y - Organization and Status. Each of the Seller and the Seller’s Guarantor is duly -
incorporated and organized, and is validly subsisting, under the Canada Business -
Corporations Act and is up-to-date in the filing of all annual refurns under the
Canada Business Corporations Act. The Seller is registered as an extra-provincial
company under the Business Corporations Act (British Columbia) and is .
up-to-date in the filing of all annual reports under the Business Corporations Act
(British Columbia). Thete are no other jurisdictions other than British Columbia
where the Seller owns or operates any of the Purchased Assets or in which the

" nature of the Purchased Assets makes the registration, licensing or quahﬁcatlon
- as an extra- provmcml or foreign corporauon necessary.

@) Cornorate Powet. The Seller has all necessary corporatc power and authority to
own or lease or dispose of its undertakings, propetty and assets, including the
Purchased Assets. Each of the Seller and the Sellei’s Guarantor has all necessary
corporate power and authority to enter into this Agreement and the Contracts and

* instriments requited by this Agreement to be delivered by it, and to perform its
obligations hereunder and thereunder,

3 Authorlzatron All necessaty ¢orpotate action has been taken by each of the Seller
. and the Seller’s Guarantor to authorize its execution and delivery of this =
Agreement arid the Contiacts and instruments required by this Agreemeént to be

~ delivered by it and the performance of its obligations hereinder and thereunder '

@ »Enforceabllgy This Agreement has been duly executed and delivered by each of o
" ‘the Seller and the Seller’s Guatantor and (assuming due execution-and delivery

'by the other Patties) is a legal valid and binding: obligation of it enforceable. -

against it in accordance with its terms; except as that enforcement may be limited
by ‘bankruptcy, msolvency and other smular laws affecting the nghts of creditors
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‘generally and except that equitable remedies may be granted only in the discretion
- of -a court of competent jurisdiction. Each of the Coniracts and instruments

required by this Agreement to be delivered by it at the Closing will at the Closing
have been duly executed and delivered by it and (assuming due execution and
delivery by the other parties thereto) be enforceable against it in accordance with
its terms; except as that enforcement may be limited by bankruptcy, insolvency
and other laws affecting the rights of creditors generally and except that equitable
remedies may be granted only in the discretion of a court of competent °
jurisdiction. - ' ‘

No Other Agreements to Purchase. No Petson other than the Buyer pursuant to
this Agreement has any Contract or any right or privilege capable of becoming a
Contract for the purchase or acquisition from the Seller of any of the Purchased
Assets.

Bankruptcy. Neither the Seller nor the Seller’s Guarantor is an insolvent Person
within the meaning of the Bankruptcy and Insolvency Act (Canada) and neither
the Seller nor the Seller’s Guarantor has made an assignment in favour of its
creditors or a proposal in bankruptey to its creditors or any class thereof, and no
petition for a receiving order has been presented in respect of it. Neither the Seller
nor the Seller’s Guarantor has initiated proceedings with respect to a compromise
or arrangement with its creditors or for its winding up, liquidation or dissolution.
No receiver or intefim receiver has been appointed in respect of either of the Seller
or the Sellet’s Guarantor or any of its undertakings, property or assets (including
any of the Purchased Assets) and no execution or distress has been levied on any
of its undertakings, property or assets (including any of the Purchased Assets),
not have any proceedings been commenced in connection with any of the
foregoing.

Abisence of Conflict. The execution, de.livcry and performance of this Agreement

~ by each of the Seller and the Seller’s Guarantor and the completion of the
- Transactions will not (whether after the passage of time or notice or both) fesult
iz i ‘ : ¥

(a)  the breach orviolation of any of the provisions of, or constitite a default
under, or give any Person the right to seek or cause a termination,
cancellation, or material amendment or renegotiation of any Assumed
Contract; ' o

- (b)  the breach or violation of any of the provisions df, of constitite a default

unde, or conflict with any of its obligations under:
) any provision of its Constating Documents or resol_titi_ons of its
L “board of directors (or any committee theteof) or shareholders; .
(i) any jﬁdgmeﬁt, decr_eé, qfdi;r or award of any Governmental
' - Authority having jurisdiction over it; ' '
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(ili)  any Approval issued to, or held by, the Seller for the benefit of or
necessary to the operation of the Purchased Assets; or

(iv) toits knowledg_ﬂ, any Applicable Law; or

(c)  the creation or imposition of any Encmnbrance over any of the Pmchased :
Assets!

Conduct of Business. The Seller has complied with, and has operated the
Purchased Assets in compliance with, all Applicable Laws in all material respeots.

" The Purchased ‘Assets are sufficient to permit the operation of the Business in

substantially the same manner as conducted in the one year period preceding the
date of this Agreement ptior fo the curtailment by the Seller of the operations at
the FSJ Mill.

Location of Real i‘ronertv and Leased or Licenced Property. Schedule 1.1(111)
sets out the municipal address and a true, accurate and complete legal description
of each parcel of the Real Property and Schedule 1.1(80) sets out the municipal

-address and a true, accurate and complete legal description of each parcel of the

Leased or Licenced Property used in the Business. The Seller is not the beneficial
or registered owner of or the lessee or licensee of, and has not agreed to acqulre
or lease or licence, any real property or any interest in any real property for use iri
the Business other than the Real Property and the Leased or Licenced Property.

Rbal']?ropcrtv Leases and Licences. There are no leases, licences or agreements
in the naturé of a lease or licence granted by the Seller as lessor or licensor to any
Person in respect of the Real Property. Schedule 1. 1(80) is a true, accurate and
complete list of all leases, licences and agreements in the nature of a lease or
licence (including all amendments, renewals, extensions, assignments, occiipancy
agreements, and subleases, subhcences, agreements to lease or licence and

" agreements to.sublease or sublicence) in respect of the Leased or Licenced

Property (the “Leases and Licences”). The Seller is not a party to, and has not
agreed to enter into, any lease, licence or agreement in the nature of a lease or
licence in respect of any of the real property that is included in the Purchased
Assets.or used in connection with the Business, whether as lessor or lessee, other
than the Leases and Licences. True, -accurate and complete copies of all of the
Leases and Licences set out-in Schedule 1.1(80) (as well as of any estoppel

. ,ccrtlﬁoatc executed by the Seller) have been provided to the Buyet. and whete
‘these Leases and Licences are oral, true, accurate and complete summaries of

their terms is coritained in Schedule 1.1(80). Each of the Leases and Licences is

in full force and effect and unamended, except as set out in Schedule 1. 1(80).

Each of the Leases and Licences is in good- standing, and neither the Seller nor
any other’ party thereto is in breach of any covenant, condition o obhgaﬁon

: contamcd therein in any material respect. There is no dispute between the Seller
- and any other party under #ny of the Leases and Licences.. None of the Leases
- and Licénces creates any Encumbrance in any of the Purchased Assets. No

amount is payable -after - Closirig as a commission or finder's fee undér an
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arrangement to which the Seller is a party in respect of any of the Leases and
Licences or any renewal or extension or exercise of any option or right pursuant
to any of the Leases and Licences. -

Title to Real Property and Other Real Property Matters. The Seller is the sole
legal and beneficial owner of the Real Property. The Seller has the exclusive right
to possess, use and occupy; and has good title in fee simple to all the Real
Property, free and clear of all Encumbrances other than the Permitted
Encumbrances. The Seller occupies the Leased or Licenced Property and has the
exclusive right to-possess, use and occupy the Leased or Licenced Property during
the term of each of the applicable Leases and Licences, subject to the texms of
such Leases and Licences. None of the Buildings situated on the Real Property or
the Leased or Licenced Property (or any Equipment therein), nor the operation or

‘maintenance thereof, violates any restrictive covenant or any provision of any

Applicable Law in any material respect, or encroaches on any property owned by
others. The Seller has adequate lawful rights of ingress and egress for the
operation of the Business inthe Ordinary Course. Without limiting the generality
of the foregoing;:

(a) the Real Property, the Leased or Licenced Property, the uses of and the
conduct of the Business on the Real Property and the Leased or Licenced
Property complied, in all material respects, with all Applicable Laws,
including those dealing with zoning, bylaw, parkmg, access, loading
facilities, landscaped areas, building construction, fire and public health

_and safety, and comply in all' material respects with all applicable
covenants, registered or unregistered restrictions, land use constraints or
any reqmremcnt under any apphcable Permitted Encumbrances,

(b)  no alteration, repair, improvement of othcr work has been ordcred or
: directed in writing to be done or. p_f:rfqrmed to or in respect of the Real
Property or -the Leased or Licenced Property by any Governmental
Authority (a "Work Order") ot to any of the plumbing, heating,
ventilating,  air-conditioning, sprinkler, elevating, - water, drainage,
miechanical or elecitical systers, fixtures ot works by any Governmental

Authority; which Work Order. has not been completcd in all matérial

respects, and no written notification has been given to the Seller of any
such Wotk Order being ordered, duccted or requcsted othcr than those
~ thathave bcen complied. w1th

(cy all accousts for work done, services performed and materials supphed
placed or furnished: on or in- respect of any Real Property or Leased. or
Licenced Property at the request of or on behalf of the Seller have been
fully pa1d and satisfied in the Ordinary Course, anid rio Person is entitled
10 claim any Encumbtance under the Bujlders Lien Act (British Colunibiza)

or similar- legislation in the other provinces and territories .of Canada .

agamst any or the Real Property or the Leased or Licenced Pr operty,

(002898353} - o I ' . o -38-



)]

©)

@

_ (2

)

0
~ PSJ Mill has legal road access to and from the FST Mili Real Property
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there is nothing owing in respect of the Real Property or the Leased or
Licenced Propetty by the Seller to any municipal corporation or to any
other corporation or commission owning ot operating a public utility for
water, gas, electrical power or energy, steam or hot water, or for the use
theteof, other than current accounts iri respect of which the payment due.
date has not yet passed;

there is nothing owing to any person which. mlght now or hereafter by
operation of law or otherwise constitute an Encumbrance on all ot part.of
the Real Property. or the Leased or Licenced Property, or which could
affect the Buyer’s tight to own, occupy and obtain reverme from all or part

"~ of t‘he Real Property or the Leased or-'Liceno,od Property;

as of the Closing Date, there shall be no present or firture obhgatlons to
construct or prov1de, or to pay any amount to any person, concerning off-
site services, utilities or similar services concerning any of the Real
Property and there are no agreements with any Governmental Authority
which would have the result of making any of the Real Property subject
to special levies, sewer charges, local improvement rates or charges of a
similar natore other than is currcnﬂy assessed;

* no part of the Real Property or the Leased or Licenced Property has been

taken o expropriated by any competerit Governmental Authority nor has
any notlce or proceedmg n respect thereof been given or commenced;

as at the Closing Date, the Permitted Encumbrances shall constitute all of
the Encumbrances that affect the Real Property or the leaschold or licence

interest of the Seller in the Leased or Licenced Property, and there is no

breach or default under any- of the Permitted Encumb1ances in any
matonal respect;

- each of the Real Property and Leased or Licenced Ploperty is fally

serviced and has suitable open and legal access to public roads, and the
from and to Takla Road in Fort St. James, British Columbia;
no amount of Taxes payable in respect of any ¢ of the Rea.l Propcrty and o

amount of Taxes payable by the Seller in respect of any of the L.eased or
Liceiiced Property is owing, other than current accounts in 1espect of

. which the payment due date has not yot passed;

there are no levies, charges or fees assessed against any of the Real

Property by any Governmental Authority and there are no lev1es charges .
or fees payable by ‘the. Seller assessed ‘against any of the Leased or:

* Licenced Property by-any Governmental Authority (including in each case-

development or improvement levies, charges ot fees) which have not been -

paid in full, and there are no amounts payable by the Selle which have .
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not been paid in full in réspect of any Real Property or any Leased or
Licenced Property pursuant to any financial agfeement, cost-sharing
agreement or other agreément requiring financial contribution by the
Seller; and

the Buildings are wholly within the boundaries of the Real Property and
do not infringe on any easement or right of way area affecting the Real
Property, the boundaries of each Real Property do not conflict with those
of any adjoining propetty, and there are no encroachmerits from any Real
Property onto, and no encroachments onto any Real Property from, the
adjoining properties or streets and there are no encroachments onto any
part of any Real Property that is subject to an unregistered easement or
right-of-way.

(12) Title to Purchased Assets. The Seller has good and matketable title fo all the
© Purchased Assets, free and clear of any and all Encumbrances other than the
Permitted Encumbrances. Schedule 5.1(12) is a true, accurate and complete list

of all locations where the Purchased Asscis are sitnated.

(13) - Equipment. Schedule 1. 1(51) is a true, accurate and complete list of all of the
: Equ1pment

(14) Forestry Matters.

(8

(®)

©r

. ._“(d)

“FL955 and each of the road permits mcluded in the Assumed Permits is

validly subsisting and all levies, fees, rentals, charges, dues, stumpage and
other costs payable (and due) or accrued (but not yet due) up to the Closing
Date have, in all material respects (or shall prior to the Closing Date have) -
been paid (in the case of those that are payable and due) or accounted for
(in the case of those that are accrued bt not yet due) by the Seller. -

.The Seller has observed and performed it all material respects all

covenants, agreements and obligations on its part to be observed or
performed under the provisions of FL955 and each of the road permits
included in the Assumed Petmits and the Forest Legislation applicable. to
FL955 and each of the road permlts included in the Assumed Permits.

The Selles has not received any notice of any material breach of FL955 or

" any of the road permits included in the Assumed Petmifs or afy Forest

Legislation in relation to FL955 or any of the 1oad permlts mcluded inthe
Assumed Permits. '

_There are no rep'laceable' cohtracts, and the Seller is not required by any
~Applicable Law-to-have any replaceable contracts, under the Timber

" Harvesting Contract and Subcorntract Regulation that relate to FL95 5. or
o any of the road permits included i in the Assumed Permits: -

{00289835.3}
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The allowable annual cut of FL955 i is, as at the date hereof, not less than

_396 000 m? of timber per year.

No Governmental Authority has given any written notice to the Seller in
the last three years with respect to FL955 or any of the road permits
included in the Assumed Permits which would have the effect of reducing,
impairing, suspending or terminating in any manner FL955 or any of the
road permits included in the Assumed Permits or any rights or privileges
attached thereto. .

Q 5) [Reserved.]

' (16) Internal IT Systems.

~(ay

(®)

- (©)

| @

&
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The Internal IT Systems are either owned by, or properly licensed or
leased to, the Seller. The Seller is not in défault under the licences or leases
and-to the Seller's knowledge, there are no grounds on which they might
reasonably likely be terminated.

The Internal IT Systems have not failed to any material extent and the data
which they process has not been cortupted. The Seller has, in accordance
with common industry practice, taken precautions to preserve the

- availability, security and integrity of the Intérnal IT Systems and the data

and information. stored on the Internal IT Systems. The Internal IT
Systenis do not, to the Seller's knowledge, contain any Disabling Code,

~and the Seller has taken reasonable steps and implemented reasonable

procedures, in accordance with common industry practice, to ensure that
its Internal IT Systems do not and will not contain Disabling Code.

The Tnternal IT Systems are all such systems necessary to opetate, in all
material - respects, the equlpment included in the FSJ Mill as it was
historically operated prior to the curtailment of operations at the FSJ Mill.

. None of the Internal IT Systems is subject to any outstanding order, award,

decision, - injunction,  judgment, decree, stipulation or. agreemerit
tnatérially restricting the transfer, use, enforcement or licensing thereof by
the Seller in the operation of the Business.

Neither the use of the Internal IT Systems mnot the opetation of the
Purchased Assets has, to the Seller's knowledge, Infringed the Intellectual
Property of any othet Person. The Seller has not received any notice that -
the use of the Intetrial IT Systems ot the operation of the Purchased Assets
Infringes any Intellectual Property of any other Person, and no
Proceedings have been instituted or, to the Seller's knowledge, are pendmg

-t threatened allegmg any such Inﬂmgement

"The Internal - IT Systems. are not sub]ect 1o any- Proceedmgs for -

cancellation, expungement, impeachment, rc-exammatlon, invalidity or.-
any' termmatlon or 11m1tat10n thereof.
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(f)y  There are no material problems or defects known to the Seller in the
Owned Software including bugs, logic errors or failures of the Owned
Software to operate as described in the related documentation and the
Owned Software materially operates in accordance with its documentation
and specifications. :

No Expropriation. None of the Purchased Assets have been taken or expropriated
by any Governmental Authority nor has any notice or proceeding in respcct
thereof been given or commenced and there is not any intent or proposal 1o give
any such notice or commence any such proceeding.

Contracts.  True, accurate and complete copies of all of the Assumed Contracts
have been provided to the Buyer or, where those Contracts are oral, true, accurate
and complete summaries of their terms are set out in Schedule 1.1(9). The Seller
has petformed in all material respects all of the obligations required to be
performed by it and is entitled to all benefits under, and isnot in default or alleged
to be in default in respect of, any-of the Assumed Contracts. All of the Assumed
Contracts are in good standing and in full force.and effect, and no event, condition

or oceurrence exists that, after notice or lapse of time, would constitute a defanlt -

under any of the Assumed Conftacts. There is no dispute between the Seller and
any other party under any of the Assumed Contracts. Except as disclosed in the
Schedule 1,1(9); none of the Assumed Contracts contain terms under which the
execution or performance of this ' Agreement would give any other contracting
party the nght to teeminate or. adversely change the tetms of that Contract or
othérwise require the Approva) of any Person. None of the Assumed Coniracts
have been assigned, or if applicable subleased or sublicenced, in whole or in part.

Permits. True, accurate and complete copies of all of the Assumed Permits have
béen provided to the Buyer. The Assumed Permits are all the Permits necessary
to own, lease or opeérate any of the Purchased Assets in compliance with all
Applicable Laws as opetated prior to the curtailment of the FST Mill. The Seller

_has performed all of the obligations required to be performcd by it in all matetial

1espccts and is entitled to all benefits under, and is not in default or alleged to be
in default in respect of, any of the Assumed Permits in any material respects. "All
of the Assumed Permits are valid, subsisting and in good standirig and in full force

and éffect with all applicable fees having been paid and there is'no action or-

proceedmg pending or, to the knowledge of the Seller, thleatcned to revoke,
suspend, amend or limit any of the Assumed Permits. There is no dispute between
the Seller and any Governmental Authority under any of the Assuméd Permits.

“None of the Assumed Permits have beeti assigned, -or if apphcable subleased of
_ _Subhccnced in whole or in part.

Regplatorv and. Thlrd _Party Anprovals Except the _Mate_ria_l': ‘Goverr;ment' _,

: Approvals

_ .(a') Thete até no Approvals requlred to be obtained by the- Sclle1 under any

Applicable Laws for the lawful assignment by the Seller to thc Buye1 of

(omas9353) S - L -
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any of the Assumed Permits or Assumed Contracts, except for the
Approvals described in Schedule 5.1(20)(a).

(b)  There is no requirement under any of the Assumed Contracts or any other
Contract relating to the Purchased Assets, the Perniitted Encumbrances or
the Assumed Obligations to which the Seller is a party or by which the
Purchased Assets or the Seller is bound or affected for any Approvals from
any party to that Contract or from any other Person relating to the

_ completion of the Transactions except for the Approvals described in
Schedule 5.1(20)(b). .

Books and Records The Seller has disclosed the existence of aid made available
for review by the Buyer all of the Books and Records. The system of internal
accounting controls is sufficient to provide reasonable assurances that
transactions are executed in accordance with management's general or specific
authorization and that transactions are recorded as necessary to permit preparation
of financial statements in conformity with IFRS, The Books and Records are not

- recorded, stored, maintained, operated or otherwise dependent on or held by any

means (including any electronic, mechanical or photographic process, whether
computerized or not), Whmh are not or will not be available to the Buyer after

_ Closmg

Absence of Changes. Except as described in Schedule 5.1(22), since May 21,
2019, the Seller has carried on the Business and conducted its operations and
affairs only in the Ordinary Course (for greater certainty, subject to the
curtailment of operations at the FSJ Mill and general market con51derat10ns
related to FL955) and: :

| (ay - therehas been no Material Adverse Change;

(b) ~ there has been no damage, destruction or loss (whether or not covered by
- insurance) affecting any of the Purchased Assets that could reasonably be
_ expected 1o result i ina Material Adverse Change; and

(c) . the Seller has not suffe1ed any labour d1sruption including any strike ot
- lock out, adversely affecting the Business in any matenal respect

: -TaX'es

(@) . The Seller is not a non-res1dent of Canada for purposes of the Tax Act

b) Thete are no. outstandmg fiabilities for Taxes. payable, collectlble or

remittable by the Seller, whether assessed or not, which could reasonably

- likely result in'an Encumbtrance on or othier claim against-or' seizure of all -~

" or any part of the Prrchased Assets or which would otherwise adversely -
affect the Purchased Assets of would result ini the Buyer becommg liable

- or respon31ble for those llabﬂltles : .
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The Seller is duly registered under Subdivision (d) of Division V of Part

IX of the ETA and its registration number iS{ Redacted, Confidential Financial Information,

The Seller has not made any election or designation for purposes of -any
Applicable Law relating to Taxes that would affect the Purchased Assets
after the Closing.

4) L1t1g.at10n Except as described in Schedule 5.1(24), there ate no Proceedings
(whether or not purportedly on behalf of the Seller) pending or, to the knowledge
of the Seller, threatened against or affecting the Seller or the Purchased Assets.

(25) ' Eavironmental. Other than as specifically identified in the Phase I Report or Phase
* I Report or otherwise disclosed in writing to the Buyer prior to the date hereof:

(2}

®)

Except as described in Schedule 5.1(25), the Seller, in respect of the
Purchased Assets, has been and is in compliance in‘all material respects
with all Environmental Laws and none. of the Purchased Assets, the
Leased or Licenced Property nor the use of the Purchased Assets ot the
Leased or Licenced Property has violated any Environmental Laws in any
material respect. The Seller and all of its agents and subcontractors have
utifized, bhandled, stored, delivered for disposal, disposed of and
transported all Contaminants, in mateérial compliance with all
Environmental Laws and so as not to contaminate-any of the Purchased
Assets, the Leased or Licenced Property or any other properties in any
material respect and so as not to give rise to any repotting; remediation or
c]can-up obligation under any Environmental Laws. Except as described
in Schedule 5.1(25), none of the Purchased Assets, the Leased or Licenced
Property nor any other buildings, fixtures, machinery and equipment now
or previously on or part of any of the Purchased Assets or the Leased or
Licenced Property has been contaminated, tainted or polluted in violation
of Environmental Laws, whether as a result of activities conducted by the
Seller or any of its agents, contractors ot subcontractors, 10 its knowledge,

‘or by the migration of Contaminants from adjacent ploperty or otherwise.

The Seller has obtained all Envnonmental Permits- reqmred for the
opetation of the Business, all of which are described in.Schedule 5.1(25).

Each such Environmental Permit is valid, subsisting and in good standing
with all applicable fees having been pa1d and the Sellet is niot in default or
breach of any Environmental Permit in any material respect and no
proceedlng is pending or, to the Seller's knowledge, threatened to revoke
or limit any Environmental Permit. The Seller will not take any action to
amend, suspend, cancel or terminate any of the Environmental Permits
described in Schedule 5.1(25) during the Interim Périod. The Sellei has

. -'kept all records and made all reports and filings reqmred by “the -

{00289835.3}
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Except as permitted under Applicable Law or as described in
Schedule 5.1(25), the Seller has not used or permitted to be used any of
the Purchased Assets, the Leased or Licenced Propérty ot any property or
facility that was at any time owned, occupied, operated, managed, used or
controlled in connection with the Business, for the disposal of
Contaminants, and there has not been any such use of any of the Purchased
Assets or the Leased or Licenced Property. None of the Purchased Assets
or the Leased or Licenced Property has been used to handle, treat, store or
dispose of or has been contaminated in violation of Environmenta] Laws
(including contammatlon of soils, subsurface groundwater and surface
waters located on, in or under those premises) with or by any

-Contaminants or other substance, which would reasonably likely give rise

to a reporting, remediation or cléan-up obligation on the part of the Buyer
with respect to any of the Purchased Assets, the Leased or Licenced

- Property or the property of others under any Environmental Laws. All

wastes generated at the FST Mill or the Leased or Licenced Property have
beeri either left for pick-up by mmumicipal operated garbage trucks or
disposed of at municipal owned and operated landfill sites in compliance
with all Environmental Laws in all material respects.

Except as disclosed in Schedule 5.1(25), the Seller is not subject to any
Environmental Liability relating to any of the Purchased Assets or the
Leased. or Licenced Property or required to take Environmental Remedial
Action relating to any of the Purchased Assets or the Leased or Licenced.
Property Without limiting the foregoing, except as -disclosed in
Schedule 5.1(25), the Seller is not subject to and has not received notice
from any. Governmental Authority of, any demand or requirement for,
Environmental Remedial Action or any dctual or potential Environmental
Liability pending against the Seller or in relation to any of the Purchased
Assets or the Leased ot Licenced Property including: () the violation or
noncomphance with any Environmental Law or Environmental Permit,
(i) the ownership or opetation of any of the Purchased Assets or the

. Leased or Licenced’ Property, or any condition at, the FST Mill, (iii) the
. Release, threatened Release or presence of any. Contaminants from, at, on .

or under the FST Mill or otherwise in commection with the Purchased
Assets or the Leased or Licenced Property, (iv)- any management,
transportation, disposal, storage or treatment of any Contamindants by the

" Seller conducted in relation to the FSTMill or the Purchased Assets or the
- Leased -or Licenced Property, (v) any Release by the Seller. of any

Contaminants on or at any other property relating to any of the Purchased
Assets or the Leased ot Licenced Property, and (vi) any Environmental

. Remedial Action required to be. taken by the Seller relating to any of the -
: Purchased Assets or the Leased or: L1cenced Ploperty o

@

- and the Seller has not settled any allegation of non-compliarice short of -

The. Seller has never been prosecuted for af offenoe aﬂegmg non-'
compllanc¢ with any Environmental Laws related to the Purchased Assets
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ptosecution in relation to any of the Purchased Assets, the Leased or
Licenced Property or the Business.

~ There are no otders or directions issued or pending under Environmental -

Laws relating to the Business, any of the Purchased Assets or any of the
Leased or Licenced Property, nor has the Seller received notice of any '
such orders or directions.

The Seller has not, in violation of Environmental Laws, -c_aused or

“permitted the release, migration or discharge, in any material respect, of

any Contaminant from any of the Purchased Assets, the Leased or
Licenced Property or any property or facility that the Seller previously

- owned or leaséd and utilized in conmection with the Purchased Assets or

from a facility owned or operated by third parties but with respect to which.
the Seller in connection with the Purchased Assets is or may reasonably
be alleged to have liability.

Except as disclosed in Schedule 5.1(25), there is and has been no Release
of any Contaminants to the Environment at, on, under, migrating from, or
related to any of the Purchased Assets or the Leased or Licenced Property
inmaterial violation of any Environmental Law or Environmental Permit.
Except as disclosed in Schedule 5.1(25), there are no Contaminants
present in the Environment at, ot under the FST Mill or any of the Leased
or Licenced Property, in violation of any Environmental Law or
Environmental Petmit.

Neither the Seller nor any of its agents, contractors or subcontractors is
remedlatlhg or has remediated any Contaminants at the FST Mill or the
Leased or Licenced Property. The Seller has not received a notice of, and
the Seller has no knowledge of any, violation, request for information,
notice, demand or other communication of any type that states or alleges-

“ that the Seller or any Person or ent1ty associated with Seller, is or may be

potentially responsible, in whole or in part, with respect to any alleged -

- non-compliance with Environmental Law or any Environmental Permit or

for any Environmental Llablhty or- Environmental Condition or
Environmental Remedial Action. arising out of or related to any of the
Purchased Assets or the Leased or Licenced Property. There are no
pending or, to the Seller's knowledge threatened demands or claims

‘related to an Environmental Remedial Action or Envitonmental L1ab1l1ty
~or other claim by or ag,amst the Seller or its agents under any

Environmental Laws or in relation to any Environmental Permits that
arises out of or relates to any of the Purchased Assets or the Leased or

’ Lmenced Propeity. -

,.True accurate and complete copies of all material documents, 1ncludmg '

Environmental Permits arid any certificates, disclosure documents, or .
teports, issued, filed or registered, on title or ‘with any Gavernmental
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Authority, pursuant to Bnvironmental Laws with respect to the Pu1 chased
Assets and the Leased or Llccnced Property have been provided to the
Buyer.

Schedule 5.1(25) contains a 11’ue accurate and complete list of all material
environmenta) aydits, site assessments, risk assessments, studies, reports,
investigations, analysis or tests relating to any of the Purchased Assets,
the Leased or Licenced Property or to any facility or property which the
Seller has at any time owned, occupied, leased, managed or controlled or
in which it has at any time had a legal or beneficial interest, in connection
with the Purchased Assets, that were commissioned by or for the Seller or .
that are in the possession or control of the Seller, true, accurate and
complete copies of whlch have been prov1ded to the Buyer.

Except as disclosed on Schedule 5.1(25), there are not now -and have not
been, any above ground ot underground storage tanks on or at the FST Mill
or the Leased or Licenced Property. To the Seller's knowledge, all
existing storage tanks on or at the FSJ Mill or the Leased or Licenced
Property have been propetly maintained, tested and monitored in .
compliance with applicable Environmental Law and ‘Environmental

"~ Permits.

No Encumbranée has attached to any of the Purchased Assets or the
Leased or Licenced Property pursuant to any Environmental Laws and, to
the Seller's ]mowledge, no event or circumstance cx1sts that will give rise
to-such an Encumbrance after the Closmg

(26) Employee Matters.

(a)

" (002898353}

Schedule 5.1(26)(2) ldentlﬁes each- deferred compensatlon bonus,
incentive or other compensation, share option or purchase, severance,
change of control, .termination pay, liospitalization or other medical
benefit, life or other insurahee, vision, dental, drug, employee life and .
health, sick leave, disability, salary continuation, vacation, supplemental
unemployment benefits, profit sharing, mortgage assistance, employee
loan, discount, assistance or counselling, pension or supplemental
pensmn, retirement compensation, group reglstered retirtement ‘savings,
deferred profit sharing, employee profit sharing, savings, retirement or
supplemental retu'ement and any other plan, program or arrangement,
whether funded or unfunded, formal or informal, written or unwritten,
including all policies with respect to. holidays, sick leave, expense
reimbursement, automobile allowances and rights to- company-provided -

* gutomobiles,  that is maintained, contributed to, or required to be

maintained or contrlbuted to, by the Seller, or to-which the Seller is apaity,’

_or bound by, or winder which the Séller has any liability or contingent.
: hablhty, for the benefit of the union Employees other than Statutory Plans .

(the “Employee Plans”) All union Employees are only employed in the
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Province of British Columbia. All members of, and Persons eligible to
joln, each Employee Plan are only employed in the Province of British
Columbia and all former members of each Employee Plan were only
employed in the Province of British Columbia during thejr membership.

A true, accurate and complete copy- of each written Employee Plan (as
amended to date) and a written summary of all material terms of each
unwritten Employee Plan have been provided to the Buyer together with
true, accurate and complete copies of all documents relating to each

" Employee Plan,

Bach of the Employee Plans is, and has been, established, registered,
insured, administered and invested in material compliance with the terms
thereof, all Applicable Laws, the Collective Agreement, the
administrative practices of the applicable pension regulator and the CRA,

and all Canadidn Association of Pension Supervisory Authorities’

gu1dehnes, and the Seller has not received any notice from afy person
questioning or challenging that comphance

All obligations of the Seller due prior to Closing under or in respect of the
Employee Plans and the Statutoty Plans (whether pursuant to the terms
thereof, any Applicable Law, the Collective Agreement) have been
satisfied, and there are no outstanding defaults or violations thereunder by
the Seller, The Seller does not have any knowledge of any default or
v101at10n by any other person in respect of the Employee Plans.

There are no improvements, increases or changes promised to the benef'rl;s
provided under the Employee Plans nor is there any paitern of ad Hoc
benefit increases and none of the Ermployee Plans provide for benefit
increases or the acceleration of funding obligations or vesting that are
contingent on, or will be triggered by, the entering irito of this Agreement
or the completion of the Transactions. The entering into of this Agreement
or complehon of the Transactions will not result in any payment
(including borius, golden parachute, retirement or other enbaniced benefit)

_becoming payable under any Employee Plan that wﬂl remain outstandmg
" aftér Closmg

' There is no audit or other Proceedmg by any apphcable Governmental '
' Auﬁlonty, including the applicable pension regulator and the CRA, or by

any Petson (othier than routine claims for payment of beneﬁts) pending or,

‘to the. knowledge of the Seller, threatened in. respect of any of the
. -Employee Plans or theii assets

. With respectio any Employee Plan that is reglstered under any Apphcable

Law, no everit has occurted respecting that Employeé Plan which could
reasonably be eXpected to result in the revocation of that reg1strat1on or
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entitle any Person (without the consent of the Seller) to wind up or
termmate that Employee Plan, in whole or in part.

No matenal changes have occurred in respect of any of the Employce’
Plans since the date of its most recent financial, accounting, actuarial or
other report, as apphcab]e (or where applicable, such report filed with the -
applicable pension regulator, the CRA and any other applicable
Governmental Authority) in connection with that Employee Plan, nor
have there been any events occurring prior to the most recent financial,
accounting, actuarial or other report which are not disclosed in that report
which could reasonably be expected to adversely affect the relevant report
(including rendering it misleading in any materjal respect) or to have
materially affected the funding ot financial status of that Employee Plan.
No Employee Plan is subject to any retroactive adjustment of premiums,
contributions or payments.

All pensmn plans related to the Seller are fully finded, on an ongoing
basis, in accordance with the terms thereof and taking into consideration
all promised amendments thereto, Applicable Laws and the administrative

* requirements of the pension regulator and there are no solvency

deficiencies respecting the any pension plan related to the Seller.

~ There has not been any partial wind-up of any pension plan related to the

Seller or any withdrawal of, application for, or payment of, any surplus or
other funds out of any pension plan by any person including the Sellet.

No pension plan related to the Seller has pafticipated' in any merger or
demerger with any other pension plan or arrangement nor undergone any
conversion or any material restructuring. ‘Without 11m1t1ng the generality.

~ of the foregoing, thie assets of the pension find of all pension plans related .

to the Seller are not derived ditectly or inditectly from the pension fund-
of any other pension plan. If there has been any pension asset transfer
from any pension plan related to the Seller, the assets, (including surplus,
if any) at the time of that transfer were dealt with in dccordance with all’ -
Applicable Laws and the respective terms of the applicable pension plan
related to the Seller and the transferee pension plan.

The Employee Plans may be amended, termmated or wound-up by the
Seller at any time w1thout incurting any liabilities, costs, expenses or any
other obligations, except ordinary administrative costs or expenses
relatmg tothat amendment tetmination ot wind-up.

None of the Employee Plans nor the Sellér provide or have pibmiSEd ;co :

provide. benefits beyond retirement or other termination of service to
“current. and -~ fofmer directors, officers, - sharehiolders, consultants,

contractors or Employees and theu respecnve beneﬁmanes or dependents:.
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All material employee dafa necessary to administer the Empl‘oyee Plans

~ (including all plan records of all pension plan related to the Seller from

mceptmn to Closing) is, and will on Closing continue to be, in the
possession of the Seller and is comiplete, correct, aceurate and in a form

" which is sufﬁc1ent for the proper administration of the Employee Plans.

Each of the Employee Plans, which purports to qualify as a particular type '
of plan under the Tax Act or which has or purpotts to have Tax-favoured
treatment, meets all requirements in effect under the Tax Act for such
qualification or treatment and has complied with the provisions of the Tax
Act and the administrative practices of the CRA applicable to that type of
plan or treatment. No event has oceurred respecting any Employee Plan
which could reasonably be expected to adversely affect the Tax-favoured
status of the Employee Plan or its quahfieatmn as a particular type of plan
under the Tax Act.

Schedule 5 .1(26.)(ej contains a true, aceurate and comple_te list of the
names of all individuals who are current Employees of the Seller in
eonneeﬁon with the Business specifying:

()  with respect to the unionized Employees, the rate of houtly pay,
semorlty and date of hire, vacation entitlement and accrual and
whether or not the Employee is absent for any reason such as lay
off, leave of absence, salary, insurance or workers compensation;
and

@)  with respect to. non-unjonized Employees the length of service,
" ftitle, rate of salary, commission structure, vacation entitlement and
accrual for each such Employee and whether or not such Employee
,Is absent for any reason such as lay off, leave of absence, salary,

- insurance or workers' compensation. :

27 - Labouf Matters.

(a)

{00289835.3}

* True, aceurate and complete coples of the . Collectlve Agreement

(including the collective agreement entered info the 1% day of July, 2013
between the Seller, Fort St: James Division, and USW, Laocal 1-424, the
MOA and all material lettefs of understanding and memorandums of

_agreement related fo the. foregoing) have been provided to the Buyer.

Bxcept for the Collective Agreement:

(i) . the Seller is not a party to ot bound by, eithér directly or by
-~ operation’ of Applicable Law, anycollective agreement, labour -
" - contract, letter of intent, voluntaly recognition agreement or.’

* legally bmdlng commitinent or written ‘communication t0'any -

- labour union; trade union or employee orgamzatlon ot ‘group that
‘may qualify as a trade union or association in respect. of or
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affecting any individuals nor is the Seller aware that it is subject
to any union organization effort, nor is it engaged in any labour
negotiation; -

(i)  the Employees or independent contractors of the Seller are not

" subject to any collective agreement, labour contract, letter of

intent, voluntary recognition agreement or legally binding

commitment or written communication to any labour union, trade

union or employee organization ot group that may qualify as a

trade union or association, contingent or otherwise, and are not, in

their capacities as Employees, represented by any trade union or

. association or organization or group that may qualify as a trade
union ot association other than USW, Local 1-2017.

' Other than the gnevances dlsclosed in Schedule 5 1(27) there are no

complaitits, appeals, claims or charges outstanding or pending, nor are
there any orders ot convictions currently reglstered or outstanding by any -
Governmental Agency against thie Seller, or in respect of the Business
under or in respect of any Applicable Laws relating to labour ratters,
employment, employment practices or standards, workers’ compensation, '
discrimination orthe protection of the health and safety of employees

Except as set forth in Schedule 5.1(27), there are no controversies, labotir .

- disturbances, investigations or Proceedings pending or threatened, by any.

Governmental Authority or between the Seller and any Employee or one
or more parties representing any of those Employees before any court,

-arbitrator,. officer, inspector, board, commission, tribunal or agency,

including the British Columbid Employment Standards Branch, the
Human Rights Tribunal of British Columibia, the British Columbia Labour -
R_elatipns_ Board ot the British Columbia Workers’ »'Comp.ensation Board.

The Seller is not aware of any organizational efforts currently being made,
threatened by or on behalf of, any trade union or association or
organization that may qualify as a trade union or association with respect -
to the Employees, Except as set forth in Schedule 5.1(27), the Seller has
not experienced a work stoppage, sttike, lock out or other labour -
disturbance at the FSJ Mill ot in connection with the Busiriess and there

is no such-work stoppage, strike, lock-out or other labour disturbance

currently occurring or, to the knowledge of the Seller, threatened.

There are ho autstandmg declsmns orders, charges, - tlckets notlces
settlements or perding settlements under applicable cmployment
standards legislation, human rights legislation or Occupational Health and
Safety legislation that place any obligation on the Seller to do ot refrain

“from doing any act. AII costs, charges, experience rating’ assessments or-

other assessments or other liabilities, contingert or- otherwise, under -

- workers! compensahon legISlatlon or other leg1sla110n relatmg to industrial
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accidents and/or occupatronai diseases claims applicable to the Seller have
been paid or acerued and there has not been any special or penalty charge -
or assessment under those leglslatron against the Seller that has not been
paid.

(f) - The Seller is in material compliance with its duties and obligations under
the Collective Agreement and all applicable employment-related statutes
and laws, including specifically, the Employment Standards Act (British
Columbia), the Human Righis Code (British Columbia), the Labour
Relations Act (British Columbia), the Workers’ Compensation Act (British
Columbia) and the regulations made under those Acts, and the Seller is
not subject to or liable for any arrears of wages, penalties, fines, orders to
pay, assessments, charges, damages or Taxes for failure to comply with
any of the foregomg

Employees and Others. No notice has been received by the Seller of any

complaint filed by any of the Employees against the Seller instituting a

. proceeding or claiming that the Seller has violated the Employment Standards Act

(British Columbia) or the Human Rights Code (British Columbia) or of any -

- complaints or proceedings of any kind involving the Seller or any of the

Employees before any- labour relations board, except as disclosed in
Schedule 5.1(28). There are no outstanding orders or charges against the Seller
under the Workers CompensatzonAct (British Columbia). All levies, assessmerits
and penalties made against the Seller pursuant to the Workers Compensation Act
(British Columbia) relating to the Purchased Assets have been paid by the Seller
and the Seller has not been reassessed under any such legislation.

No Finder's Fees. Other than as set forth at Schedule 5. 1(29), neither the Seller

~ nor the Seller’s Guarantor is responsible for the payment of any claim for a

brokerage commission, finder's fee or other similar arrangement in connection .
with this Agreement and the transactions contemplated hereby. .

Full Dlsclosure Ne1ther this. Agreement not any other contract, agreement,
instrument, certificate or other document required to be delivered by or otherwise
to be delivered pursuant to this Agreement by the Seller or the Seller’s Guarantor
nor any certificate, report statement or: other document furnished by the Seller or- .
the Seller’s Guarantor in connection with the negotratlon of this Agreement
containg or will contain any untrue statement of a material faet or omits or will
omit to state a material fact necessary to make the statements contained herein'or -

. - therein not misleading, ‘There has been no event, transaction or information

regarding the’ Purchased Assets that has come to the attention of the Seller ot the

_ Sellei’s Guarantor that hias not been disclosed to the Buyer in wntmg that could

reasonably be. expected tohavea Materlal Adverse Effect

Investment Canada Act The Seller i is not engaged.in a- cultural busmess within®
the meamng of ‘the Investment Canada Act and the- enterpnse valize of the.
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Purchased Assets, as calculated in accordance with the Investment Canada Act, ‘
is less than $1.568 billion,

Representatmns and Warranties of the Buyer The Buyer represents and

warrants to the Seller as follows and acknowledges that the Seller is relying on these
representations and warranties in connection with the sale by the Seller of the Purchased
Assets and would not scll the Purchased Assets without these representations and

warranties:
(1)  Organization and Corporate Power. The Buyer is a corporation duly incorporated

@ -

@)

)

and organized, and is validly subsisting, undet the laws of the Province of British
Columbia and is up-to-date in the filing of all corporate and similar returns under

‘the laws of that _]urlsdlctlon The Buyer has all hecessary limited partnership

power and authority to acquire the Purchased Assets, to enter into this Agreement
and to perform its obligations hereunder.

Authorization. All necessary corpotate ‘and-parinership, as applicable, action has

" been taken by or on the part of the Buyer to authorize its execution and delivery

of this Agreement and the contracts, agreements and instruments tequired by this

 Agreement to be delivered by it and the performance of its obligations hereunder

and thereunder

Enforceablhty This Agreement has been duly executed and delivered by the

. Buyer and (assuming due execution and delivery by the other Partles) is a legal,
“ valid and binding obligation of the Buyer enforceable against it in accordance

with its terms, except as that enforcement may be limited by bankruptcy,

" insolvency and other laws affecting the rights of creditors generally and except

that equitable remedies may be granted only in the discretion of a court of
competent jurisdiction. Each of the contracts, agreements and instruments

‘required by this Agreement to be delivered by the Buyer at the Closmg will at the
-Closing have been duly executed and delivered by it and (assuming due execution

and delivery by the other parties thereto) be enforceable against it in accordance
with its terms, except as that enforcement may be limited by bankruptey,

‘insolvency and other laws affecting the rights of- creditors. generally and except . -
~ that equitable remedies may- be granted only in the discretion of a court of

competent jurisdiction.

Bankruptcy The Buyel is not an insolvent person w1th1n the meaning of the.

. Bankruptcy and Insolvency Act (Canada) and the ‘Buyer has not made an

assignment in favour of its creditors or aproposal in bankruptey to its cred1t01s or

" any class thereof, and no petition for a receiving order has been presented n
respect of it. The Buyer has not initiated proceedings with respect to a

comprotise or arrangement with its creditors or for its winding up, hqmdauon or:

" dissolution. No receiver or interim receiver has been appointed in respect’ of the.

Buyer or any of its undertakmgs property or assets and no execution or distiess
has been levied on any of its undertakings, property or assets, nor have any
proceedings been commenced in connection with any of the foregoing.
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Consents and Approvals Except the Material Governmental Approvals and
except as set out in Schedule 5.2(5), there is no requirement for the Buyer to make:
any filing with or give any notice to any Governmental Authority or to obtain any
Approvals, as a condition to the lawful completion of the Transactions.

Ansence of Conflict. The execution, del'rVery and performance by the Buyer of .
this Agreement and the completion of the Transactions will not (whether after the
passage of time or notice or both), result in:

(a) ' the breach or violation of any of the provisions of; or constitute a default
under, or conflict Wlth or cause the acceleration of any of its obligations,
under

0] any provision of its Constating Documents. or resolutions of its
board of directors (ot any committee thereof) or shareholders;

(i)  any.Approval issued to, held by or for the benefit of, the Buyer;
(iii)  any Applicable Law; or | |
(b) the requirelnent for nny'Approvel from any creditor of the Buyer.

Financial Ability. The Buyer will have, as of the Closing, sufficient funds to
enable the Buyer to consummate the transactions contemplated by this Agreement.
and to satisfy its obligations hereunder, including payment of the Purchase Price
and fees and expenses. owed by the Buyer relating to the -transactions
contemplated by this Agreement. The Buyer acknowledges and agrees that its
obligations hereunder are not subject to any conditions regarding the Buyer's or
any other Person's ability to obtain financing for the consummation of the
transactions contemplated by this Agreement.

Anti-Corruption_and Money Laundermg Neither the Buyer, nor any of its

 respective directors, officers, members, agents, employees, managers, or any

other Persorn acting foror on its behalf has, directly orindirectly to the knowledge
of the Buyer violated any applicable laws related to money laundering or
government guidance regarding anti-moeney laundering and international anti=
money laundering principles or procedures of an intetgovernmental group or
organization and any executive order, directive or regulation undet the authority

- of any of the foregomg, or any otders or llcenses issued thereunder in each case -

to which the Buyer is subJ ect.

Investment Canada “The Buyer is a trade agreement mvestor w1thm the meanmg

- of the Invesbnent Canada Act

ETA Reglstratton The Buyer i duly reglstered under SudeVlSIOIl (d) of Division

Vof PartD( of the ETA and its rcglstratlon number i “Redacted, Conﬁdenﬁal Business Information, ~ |
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(1 1) No Finder's Fees. The Buyer has not taken, and the Buyer will not take any action
that would cause the Seller or the Seller’s Guarantor to become liable to any claim
for a brokerage commission, finder's fee or other similar artangement. -

5.3 _ Independent Significance. The Parties intend that each representation, warranty,

and covenant contained in this Agreement shall have independent significance. - If any

Party has breached any representation, warranty, or covenant contained in this Agreement

in any respect, the fact that there exists another representation, warranty, or covenant

relating to the same subject matter (regardless of the relative levels of SpCClﬁCIty) that the -

Party has not breached shall not detract from or mitigate the fact that the Party is in breach
of the first representation, warranty, or covenant. _

_ ARTICLE 6
COVENANTS

6.1  Exclusive Dealings. During the Intetim Period, the Seller and. the Seller’s
Guarantor will not take anyaction, directly or indirecily, to encourage, initiate or engage
in discussions or negotiations with, or provide any information to, or enter into any
agreement or arrangement or understanding with, any Person, other than the Buyer and
its desipnated and authorized Representatives, concerning any sale, transfer or
.ass1gnment of any portion of the Business or the Purchased Assets. - The Seller and the
Seller’s Guarantor shall notify the Buyer promptly if any such discussions or negotiations
are sought of if any proposal for a sale, transfer ot assignment of any portion of the
Business or the Purchased Assets is received or being considered.

6.2  Investigation.

(1) . During the Interim Period, the Seller will allow the Buyer and its advisors
reasonable access to the facilities, records and key Employees, suppliers and
. advisors of the Business (including interviewing and interacting with employees)
for the putpose of Venfymg the truth and accuracy of the Seller’s 1eprescntat10ns
and warranties contained. in this Agreement and determining ‘which non-union
employees the Buyer may want to offer employment to. as contemplated in
Section 6. 11(2) The Buyet’s mvesﬂgatlon will include, but is not limited to, 4
review of the financial, legal, Tax, pension, envirorimental and labot records and -
agreements of the Business, site visits (at mutually agreed upon times and
 schedules) and meetings with thé Employees and senior executives of the Seller
and any other reasonable matters as the Buyer's ‘accountants, Tax and legal
counsel, and other advisors deem relevant. Any communications with key
Employees, stppliers and advisors will be arranged solely and directly with and
through the Seller and supplier calls or meetings will be the final items that are
- dene. The Buyer acknowledges that any site visits to the Seller's facilities or”
" operations, including the FST Mill and any. log harvesting areas, are at the Buyer ]
~‘6wn risk and the Seller shall not in any circumstances take any responsﬂ)lhty ot
11ab111ty for Losses caused by such 31te visits. ' : '
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At the Buyer's request, the Seller will execute, or cause to be executed, such
reasonable consents, authorizations and directions as may be necessary to permit
any inspection of the Business and any of the Purchased Assets or the Assumed
Obligations and to enable the Buyer or its authorized Representatives to obtain

* full access to-all files and records relating to the Business ot relating to any of the

Purchased Assets or the Assumed Obligations maintained by Governmental
Authorities and self-regulating authorities to verify the truth and accuracy of the
Sellet’s representatmm and warranties contained in this Agreement.

The exercise of any rights of mspectlon by or on behalf of the Buyer under this

Section 6.2 ‘does not mitigate or otherwise affect the representations and
warranties of the Seller under this Agreement, whlch continue in full force and
effect as provided in Section 7.1.

Personal Information.

The Seller and the Buyer will:

(a) - at all times, use and disclose the Personal Information under its control

" solely for the purposes for which the Personal Information was collected

or permitted to be used or disclosed, unless to the extent required by

Applicable Law, the Seller or the Buyer, as the case may be, has obtained

the consent of or has given notice to the individual to whom the Personal

Information relates of the additional purposes for which the Personal

Information is to be used or.disclosed, ot such additional purposes are
permitted or authorized by Applicable Law;

(b) - protect the Personal Information using secutity safeg‘uards that meet or
' exceed industry standards, taking into account the sensitivity of the
Personal Information; and

(€} give cffect to any withdrawal of consent by the- 1nd1v1dua1 to whom the
Personal Information relates where the Persorial Information was
.collected w1th consent. -

" The Scller will, to the extent requlred by Applicable Law, notlfy the md1v1duals o

to whom- the Personal Information: relates that the Transactions have been
completed and of the dlsclosure of thelr Personal Informatmn to the Buyer

Conduct Prlor to Closmg Without in any Way hnutmg any other obhgatlons of

. the Seller hereunder; duung the Interim Period, the Seller will:

(a) use commerc1ally reasonable efforts to maintaiti the condition of the

- Purchased.Assets (subject to Section 6.4(d)) in its current state but subject - L

to the factthe FST Mill has been curtailed and sub] ect to markct condmons B
’ apphcable to FL955 .
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without limiting Section 6.4(a), the Seller will immediately upon
discontinuing the FSJ Mill operations, and in any event the Seller will by
the Closing Date, prepare the FSYMill for long term curtailment, including

. protecting equipment so that it will not be damagéd by normal weather -

conditions and completing the tasks specified in Schedule 6.4(b) and leave
the Buildings in a "broom clean" condition, and the Seller will curtail all
operations at the FST Mill prior to the Closing Date;

" not move any timber that has been harvested pursuant to FL955 that has

been decked and is still at the harvest site as of the date of this Agreement
except as disclosed in' Schedule 6.4(¢); .

not sell any Finished Lumber Inventory or Log Inventory after the Buyer
and the Seller have carried out the joint inspection referred to in Section
2.6(1); '

not harvest timber pursuant to FL955 except as disclosed in Schedule
6.4(e);

“not, without the prior written consent of the Buycr, enter into any

transaction or refrain from doing any action that, if effected before the date
of this Agreement, would constitute a breach of any representation,
warranty, covenant or other obligation of the Seller in this Agreement;

continue to maintain in full force and effect al_l the insurance policies or
renewals thereof currently in éffect over the Purchased Assets (subject to

any amendments necessitated thereto in accordance with customary

mdustry practice to reﬂect any fong term curtailment of the FST MilD);

report all claims or known clrcmnstances ot events to its insurers as

- required to be given under the insurance pohc,les or renewals thereof

currently in effect over the Purchased. Assets in a due and timely manner
to the Closing Date and provide cop1es of those reports to the Buyer;

preserve intact in the Ordmary Course the Purchased Assets (subject to
the fact that the FST Mill has been curtailed) and prov1ded that any
reduction in the amount of timber. harvestable under to FLL955 in any cut
cotitrol ‘or other relevant period as a result of forest fires, flooding or
natutal disasters shall not be, deemcd a fzulurc by the Seller to comply with .

. this Sectlon 6: 4(1),

pay and dlscharge the liabilities of the Seller relahng to the Purchased
Assets in the: Ordinary Coutsé in accordance and consistent with the
previous practlcc of ﬂle Seller, except those contested in good falth by the
Seller, , e . _ . —

‘ perlodlcally 1eport to the Buym as it reasonably requests concemmg the

state of the Purchased Assets

s
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()  maintain a spare part inventory substantially at levels that existed in 2018;

(m) test the transformers at the FSJ Mill, remove any of the transformers that
 are leaking polychlorinated biphenyl tainted oil or contain polychlorinated
biphenyls in excess of permissible limits under applicable Environmental
Laws from the FST Mill and remediate the soil on which any of the
transformers have leaked in comphance with apphcable Environmental

Laws; and

(n)  use its reasonable commercial efforts to satlsfy the conditions contained
in Section 3.1.

Notification of Certain Matters.

During the Interim Period, the Seller will give prorhpt notice in writing to the

" Buyer of:

(a)  the occurrence, or failure to occur, of any event, which occurrence or

failure would be likely to cause any of the representations or warranties of
the Seller contained in this Agreement to be untrue or inaccurate during
the Interim Period it any material respect

~{b) any notlce or communication from any Person alleging that the Approval :

 of such Person is or'may be required in connecuon with the Transactions;

(cy any notlce or communication from any Governmental Authority in
corinection with the Transactions;

(d) any Proceeding commenced or, to the. knowledge of the Seller, threatened
' against the Seller or the Seller’s Guarantor in connection with, relating to -
- or involving or otherwise ‘affecting any of the Purchased Assets or the

" Assumed Obligations, or which relates to the consummatlon of the-
Transactlons, and

(e_)- 'any failuré by the Seller to comply with or satisfy any covenant, condition.
' or agreement to be complied with or satisfied under this Agreement.

The Seller w111 notify the Buyer of any emergency or other change in the Ordinary

Course . and of any governmental complaints, investigations. or hearings (or
communications indicating that such may be contemplated) or adjudicatory
proceedings involving any portion of the Purchased Assets or the Assumed
Obligations, and will keep the Buyer fully informed of such events and permit the

_Representatives of the Buyer reasonable access tg. all materials prepared in
B eonnectmntherewﬂh :

The g1v1ng of any otiee under this Sec’aon 6 5 doas not in any way change ot o
- modey the representations and warranties of the Seller, or the condttlons to the
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obligations of the Buyer, contained in this Agreem’ént or otherwise affect the
remedies availablée to the Buyer under this Agreement. '

C.ompetiﬁ_on Act Approval.

. Unless the Parties determine it is not required: (h) the Buyer and the Seller will

each make a premerger notification filing with the Commissioner in accordance -
with Part TX of the Competition Act and the Buyer will request a No Action Letter
as soon as reasonably practicable; (b) the Buyer will file a request to the
Commissioner for an Advance Ruling Certificate; or (¢) the Buyer and the Seller
will undertake both of the actions described above in (a) and (b). The govemmcnt
filing fees payable with this filing will be paid by the Buyer.

The Buyer and the Seller will cooperate with one another in connection with
obtaining the Competition Act Approval, including providing or submitting to the
Commissioner on a timely basis, and as promptly as practicable, all
documentation and information that is required, requested, or teasonably °
adv1sablc in connection with obtaining the Competition Act Approval.

The Buyer and the Seller will cooperate and keep one another reasonably

~ informed as to the status of the proceedings in connection with obtaining the

Competition Act Approval. Without limiting the generality of the foregoing, the
Buyer and the Seller will provide the other (or its external counsel in respect of
competltlvely-sensmve privileged or confidential matters) with reasonable
opportunity to review and comment on all filings, applications and submissions -
to the Commissioner to be made by it in connection with the Competition Act
Approval and the other will use its commercially reasonable efforts to cooperate
with and assist such Party in the preparation and making of all such ﬁlmgs .
‘applications and submissions. The Buyer and the Seller will not participate in any
sibstantive meetings or any material conversations with the Commissioner in

_respect of the transactions contemplated by this Agreement unless it consults with

the othet in advance atid, to-the extent not precluded by the Commissioner, gives
the other Party (or its éxternal counsel) the oppottunity to atrsnd and participate

~ inany substantwe meétings or material cornmumcatlons

Forest Act. Approval

. Upon execution and delivery of this Agreément, the Buyer will request the Forest -~
- Act Approval from the Minister. Any government filing fees payable to request

the Forest Act Apptroval W111 be paid by the Buyer.

Thie Buyer and the Seller will cooperate with one anothel in connection with

. Obtaining the Forest Act Approval, including: providing or submitting to the
. Minister and the Ministry of Forests on a timely- basis, and as promptly as

* . practicable, all documentation and information that-is requited, requested; or

reasonably advisable; in connection with obtaining the Forest Act Approval,
including any mformatlon requlred under sectlon 54(2 1) of the Forest Act and
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the Buyer shall provide the Seller with (i) prior drafts of any filings, notices or
other materials required to be submitted to the Minister and the Ministry of
Forests and (ii) a reasonable opportunity to review and comment on drafts of such
documents, including the final drafts of such documents, and shall give reasonable
conSIderatxon to comments made by the Seller.

In conncotxon with obtaining the Forest Act Approval, the Seller will enter into
an arrangement for payment approved by the revenue minister in accordance with
section 54(2)(b) of the Forést Act for any amounts referred to in ‘section

- 54(2)(b)(i) and (ii) of the Forest Act in respect of FL955 and any road petmits

mcluded in the Assumed Pérmits that have not been paid.

The Buyer and the Seller will co,operate and keep one another informed as to the'
status of the prooeedi‘ngs in connection with obtaining the Forest Act Approval.

Upon Closmg, the Buyer and the Seller will provide notice of completlon of the
Transactions in writing to the Minister of Forests withih seven (7) days after the
Closmg as required by section 54.2(1) of the Forest Act.

Other Approvals..
Upon execution and delivery of this- Agreement, the Buyer will request from all

appropriate Governmental Authorities the other Approvals described in
Schedule 5.1(20)(a). and from the other applicable Persons the Approvals

described in Schedule 5.1(20)(b). Any government filing fees payable to request - :

the Approvals will be paid by the Buyer.

The Seller will cooperate with the Buyer and render all necessaty reasonable
asgistance required by the Buyer to obtain from the appropriate Governmental

" Authorities the other Approvals described in Schedule 5. 1(20)(a) and each Paity:

will co-operate with the ofher and render all necessary reasonable assistance
required by the other to obtain from the other applicable Persons the Approvals
described in Sohedules 5.1(20)(b) and 5.2(5) as apphcable '

The Seller’s C]ean—up and Landfill Obllgatmns

During the Interim Period, thc Selleruse commcrcmﬂy reasotiable efforts to carry

* out the following work (the “Clean-Up and Cappmg Work”) at the Seller’s sole

cost and expense;

(a) clean—up the Junk and matcrlal around the yard atthe FSTMill and temove.

it ﬁom the rmll site in accordance w1th the requlrements of Schedule 6. 9

' (b) 1 clcan—up thc wood waste at the FST Mill and remove it from the rmll s1te .>

or Iawfully put it in’ the Seller’s Iandﬁll in accordance with the.
- requirements of Schedu1e69 ' :

) (o) ~ capthe landfill at the FSI M1l1 in accordance Wlth Apphcable Laws; and '
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(d)  remove Contaminants from the soil at the FSJ Mill that are at levels in
excess of what is permitted under applicable Environmental Laws.
readings above legal standards as identified Schedule 6.9.

The Seller will complete the Clean-Up and Cappmg Work in material compliance

- with all Applicable Laws, Environmental Permits and the requirements .of all

Governmental Authotities having jurisdiction with respect to the Clean-Up and
Capping Work, and will be responsible for obtaining all required Approvals
(including any amendments to existing Permits) from any Governmental
Authorities in connection with the Clean-Up and Capping Work. Subject to
receipt of any applicable required Approvals of any Governmental Authorities,
the Seller will cause the Clean-Up and Capping Work to be commenced as soon
as practicable and will use reasonable commercial efforts to complete the work
prior to the Closing. The Seller will provide to the Buyer a report or reports
following completion of the Clean-Up and Capping Wotk documenting the
completion of the Clean-Up and Capping Work (the “Completion Report”). The
Buyer will be entitled to reasonable monitoring of the Clean-Up and Capping
Work and the Seller will provide reasonable access to the work site to the Buyer
and its consultants for such purpose (at mutually agreed upon. times and
schedules). - The Seller will provide copies to the Buyer of all material
cotrespondence to or from any Governmental Authority with respect to the Clean-
Up and Cappmg Work.

Tfthe Seller has not completed the Clean-Up and Cappmg Work and provided the .
Completioh Report to the Buyer at least-ten. (10) Business Days prior to the

Closing Date, the Buyer will be entitled to assume conduct of the Clean-Up and
Capping Work and completion of the Completion Report and the Purchase Price

. will be reduced by the amount of costs associated with completing the Clean-Up

and Capping Work and the Completion Report based on the costs and
assumptions set forth in Schedule 6.9, subject to Section 6. 9(4)

If therc is any dispute between the Seller and the Buyer as to what portion of the
Clean-Up and Capping Work has not been completed by the Closing and the ¢osts

‘associated with completing the Clean-Up and Capping Work and the Completion -

Repoit based on the costs and assumptions set forth in Schedule 6.9, the dispute
will beresolved by the Environmental Consultant. The Buyer and the Seller will
each furnish to the Environmental Consultant those documents and information

- yelating to ‘the items in dispute that are available to it as the Environmertal

Consultant may require. The Buyer and the Seller will -each instruct the

Favironmental Consultant that time is of the essence in ‘proceeding with its -

determination of any item in dispute, and that the costs associated with completing

~ the Clean-Up and Capping Work and the Completion Report are to be determined

by the Bnvironmerital Consultant based on the costs and assumptions set forth in

‘Schedule 6:9 prior to the Closmg The decision of the Environthental Consultant -
‘with respect to any item in dispute is to be in writing and, absent any manifest

error, is finial and binding on the Seller and the Buyer with no rights of challenge, -

-1ev1ew or appeal to the courts in aiy manner. ‘The Env1ronmcnta1 Consultant, in
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making its determination of any dispute, is acting as an expert and not as an
arbitrator and is not required to engage in a judicial inquiry worked out in a
judicial manner. The fees and expenses of the Environmental Consultant will be
paid by the Buyer and the Seller in proportion to the success or failure of the
positions put forward by-the Buyer and the Seller relative to the decision of the
Bnvironmental Consultant as determined by the Environmentdl Consultant, but
each of the Seller and the Buyer will be responsible for its own costs and expenses.

Asbestos Testing. During the Interim Period, the Buyer will be ¢ntitied, but not

obligated, to test, at the Buyet’s expense, for asbestos at the FSJ Mill. The Seller will
provide the Buyer and its chrcsentatlves with reasonable access to the area of the FSJ
Mill for the purpose of carrying out the testing for asbestos. The Buyer acknowledges,
covenants and agrees that any testing of asbestos at the FSJ Mill will be conducted at the
Buyer's own risk and the Seller shall not in any clrcumstances take any responsibility or
liability for Losses caused by such site visits.

6.11
-

)

Employees.

The Seller will: (i) comply with all of its obligations to the Employees, however
arising, including by statute, Confract or pursuant to the Collective Agreement
(including those obligations triggered or arising as a result of the Transactions),
up to the Closing Date, (ii) comply with the requirements of section 54 of the
Labour Relations Code (British Columbia), including the provision of the
required notice, if any, as a result of the Transaction and all matters occurring up
to the Closing Date; (jii) lay-off all of the union Etmiployees, and (iv) terminate’

_ the employment of all of the non-unjon Employees and be-responsible for ail

severance obligations for those non-union Employees (including those arising at
cominon law, under statute or under Contract), except those who are offered and -
accept employment with the Buyer pursuant to Section 6.11(2). The Seller will
bé tesponsible for (i) all amounts payable in connection with any notice required
under section 54 of the Labour Relations Code (British Columbia) as.a result of
the Transaction and all matters occurring up to and including the Closing Date,

and (ii) all amouits payable under the- Collective Agreement for the time up to
the-Closing Date (ineluding accrued vacatlon) and all bonuses arising out of the
MOA, regatdless of when the MOA is ratified, including all retroactive pay -
attibutable for the time up to the Closing Date and including amounts payable '
under the MOA that do not become payable untif after the Closing (such as to

- . unioni Employees -who are away on any kind of leave and do not return to work

until after Closmg) The Seller will provide to the Buyer copies. of all notices .
given to the union Employees pursuant to its obhgatlons under this Scctlon
6. 11(1) : '

" The Buyer will: (1) ‘become 2 successor. employer of the umon Employees upon

- completion of the Transactions at the, Closing, (i) comply w1th the requirements ‘
. of section 54 of the' Labour Relatzons Codé (British Columbia), including the °
- provisioti of the required notice, if any, as a result of the Buyer's plans for the

Busmess and all matters occunmg after the Closmg Date and (iii) determine in 1ts
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sole discretion with or without reason which, if any, of the non-union Employees

- it will offer employment to, and, conditional upon completion of the Transactions

at the Closing, the Buyer will offer employment to those non-union Employees
on terms and conditions reasonably comparable to the terms and conditions on
which they are currently employed by the Seller. The Buyer will be responsible
for all amounts payable in connection with any notice required under Section 54-
of the Labour Relations Code (British Columbm) as a result of the Buyer s plans
for the Business and all matters occurring after the Closing Date.

No Employee is' entitled to any rights under this Section 6.11 or under any other '
provisions of this Agreement.

Employee Plans. -

~ The Buyer is not assuming, nor will it have any lability for, any of the Employee

Plens, and ‘the Buyer will establish its own Employee Plans for any of the non-
union Employees to whom the Buyer decides to offer employment pursuant to
Section 6.11(2) who accept the Buyer 8 offer of employment.

The Seller shall remain liable for all obligations for benefit claims unde1 the -
Employee Plans in respect of the Employees incurred prior to, on or-after the
Closing Date, except as otherwise expressly provided in this Section 6. 12(2). The

- Buyer will be liable for all obhgattons for benefit claims under its own Employee

Plans but only for the non-union Employees to whom the Buyer decides to offer
employment purshant to Section 6.11(2) who accept the Buyer’s offer of
employment and only for such benefit claims incurred from or after the Closmg

Date. For putposes of this Section 6.12(2), a benefit claim is deemed incurred: in

the case of medical or dental benefits, when the services that are subject to the
benefit claim are performed; in the case of life insurance, when the death ocenrs;
in the case of long-term disability benefits, when the d1sab111ty oceurs; and in the
case of workers' compensatmn benefits, when the event giving rise to the benefits
occurs; and in respect of any benefit claim (including but not limited to disability-~ -

related benefit claim) recurring after the Closing Date, the Seller is liable for that
recurring betefit-claim. Any non-union Employees to whorn the Buyer decides to
offer employment pursuant to Section 6.11(2) who accept the Buyer’s offer of '

: employment who, at 12:00 a.m. on the Closing Date, is considered disabled shall

continue to receive benefits under the Employee Plans until- such employee

: commenoes hls of. her active employment with the Buyer. .

Notw1thstanding anytlnng to the contrary in this Agreement, nothmg herein shall

~require the. Buyer to set up or make ayailable to any Employee perision and -
, employee ‘benefit arrangements or to prov1de pens1on and employee beneﬁts

Transfer of Books and Records

On the Closlng Date the Seller shall dellve1 and shall cause to be dehvered to |

the Buye1 the Books and Records and all documents (except, mthe case of those _
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required by Applicable Law to be retained by the Seller, including personnel and
employment records that the Seller is required by Applicable Law to retain, copies
thereof) and other data, technical or otherwise, which are owned by the Seller at
the Closing Date, relating to the Purchased Assets. The Buyer shall presetve all
those documents delivered to it in accordance with the Buyer's document retention
~ procedures or for such longer period as is required by Applicable Law. The Buyer
shall permit the Seller and its anthorized Representatives reasonable access to
those documents while they are in the Buyer's possession or control, but the Buyer
shall not be responsible or liable to the Seller for, or as a result of, any loss or
destruction of or damage to any such documents and other data unless that

~ destruction, loss or damage is caused by the Buyer's negligence or wilful .

misconduct.

(2)  Notwithstanding Section 6.13(1), the Seller shall be entitled to retain copies of

_any documents ot other data delivered to the Buyer pursuant to Section 6.13(1)

 provided that those documents or data are reasonably required and only used or

telied on by the Seller to perform its obligations under this Agreement orunder
Applicable Law. The Seller shall retain any documents or data retained by the
Seller pursuarit to this Section 6.13(2) in strict confidence and shall not use or
otherwise disclose the data or information contained therein except as permitted
by Section 8.1(3). ' ' :

6.14  Access to Systems. Promptly after Closing, the Seller will allow the Buyer access

to the systems déscribed on Part A of Schedule 1.1(78) to facilitate, and will cooperate

with the Buyer in, migrating data relating to the Purchased Assets to the Buyer’s systems.

The Seller will reasonably cooperate with the Buyer, before and after Closing, in~

developing a plan to transition the systems described in part C of Schedule 1,1(78) to the
Buyer. - - : _ :

ARTICLE7
- SURVIVAL AND INDEMNITY

71 ' Suﬁival ofRepresentaﬁons, Wirrantiés and Covenants .ofthe ééller' and the '_ -

Seller’s Guarantor. The representations and warranties of the Seller contained in this
- Agreement and in any certificate delivered pursuant fo this Agreement, and, to the extent

that they have not been fully performed o waived at or priorto the Closing, the covenants

and other obligations of the Seller and the Seller’s Guarantor contained in this Agreement
and in‘any certificate delivered pursuant to this Agreement, shall survive the Closing and

continue for the benefit of the Buyer notwithstanding the Closing, subject to -the :

~ following:

. the:rrepresentaﬁons and wartanties set out in Sections 5.1(1), 5.1(2), 5.1(3), 5.1(5) | _
- and 5.1(12) will survive the Closing and continue in full force and effect for & -

 period of two (2) years;
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(2) the remainder of the representations and warranties set out in Section 5.1 will
survive the Closing and continue in full force and effect until, but not beyond, that
date which is twelve (12) months after the Closing Date; and

(3)  the covenants set out in Sections 6.1 —6.10 shall survive the Closing and continue
in full force and effect for a period of 12 months. ' ’

7.2 Survival of Representations, Warranties and Covenants of the Buyer The
representations and warranties of the Buyer contained in this Agreement and in-any
certificate delivered pursuant to this Agreement, and, to the extent that they have not been
~_fully performed or waived at or prior to the Closing, the covenants and other obligations.
of the Buyer contained in this Agreement and in any certificate delivered pursuant to this
Agreement, shall survive the -Closing and continue for the benefit .of the Seller
notwithstanding the Closing, subject to the followmg

1 the representauons and warranues set out in Sections 5 2(1), 5.2(2) and 5.2(8) will
survive the Closmg and continue in full force and effect for a period of two (2)
years; and

) ,‘ the remainder of the representa,t]ons and warranties set out in Section 5.2 will
' survive the Closing and continue in full force and effect until, but not beyond, that
date which is twelve (12) months after the Closing Date.

7.3 Indemmﬁcatlon by the Seller and the Seller's Guarantor. Subject to this

Article 7, fiom and after the date hereof; the Seller and the Seller's Guarantor shall jointly
and severally indemnify, defénd and hold the Buyerand its directots, officers, employees,

shareholders, agents and Affiliates (the “Buyer Indemnitees™) harmless agamst Losses

- suffered of incutred directly or indirectly by the Buyer Indemnitees, Whlch arise oit of
or are m respect of

(a) any inaceuracy of or aity breach of any representation or warranty made
’ by the Seller in this Agreement or in any Contract, instrument, certificate
or.other document dehvered pursuant to-this Agreement

(b) any- breach or'non-performance by the Seller of any covenant or other
obligation contained in this Agreement or in any Coniract, instrument,
certificate or other document. delivered pursuant to this Agreement
”mcludmg any breach of the Seller g obhgauons in Seetlon 6. 11(1)

(¢} the ownership and operatlon of the Purchased Assets up to the time of

Closmg, except to the extent it constitutes an Assumed Obhgatlon,
(d)- ,..,any of the Exeluded Assets or Excluded L1ab111t1es, ot

ey . ‘any Claun by any Petson for brokerage or ﬂnders fees, commission or .-
* . similar payments based on atiy agreement or. understanding made or -
alleged to have been made by any such Person Wlth the. Seller or the
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Seller’s Guarantor (or any Person acting on their behalf) in connection

with the Transactions,

7.4 - Indemnification by the Buyer. Subject to this Article 7, the Buyer shall
indemnify, defend and hold the Seller and its directors, officers, employees, shareholders,
agents and Affiliates (the “Seller Indemnitees”) harmless against Losses suffered or
incurred directly or indirectly by the Seller Indemnitees, which arise out of or are in

respect of:

@
®)

(c)

@

(e)

any inaccuracy of or any breach of any representation or warranty made
by the Buyer in this Agreement or in any Contract, instrument, certificate
or othei document. delivered pursuant to this Agreement; '

 any breach or non-performance by the Buyer of any covenant or other

obligation contained in this Agreement or in any Contract, instrument,
certificate or other document delivered pursuant to this Agreement;

the ownership and operation of the Purchased Assets from and after
Closing, except to the extent it constitutes Excluded Liabilities;

any of the Assumed Obligations; or

any Claim by any Person for brokerage or finder's fees, commiission or
similar payments based on any agreement or understanding made or
alleged to have been made by any such Person with the Buyer (or any
Person acting on its behalf) in conhection with the Transactions.

7.5 ‘Limit_aﬁons'. The Buyer Indemnitees right to indemnification pursuant to Section
7.3 and the Seller's right to indemnification pursuart to Section 7.4 are each subject to
the following limitations: R

(a)

{00289835.3} .

Except in the case of fraud, fraudulent mistepresentation, intentional
misrepresentation or deliberate or willful breach, the Seller shall not have
an obligation or liability to the Buyer Indemnitees pursuant to Section.
7.3(a), and the Buyer shall not have any obligation to the Seller
Indemnitees pursuant to Section 7.4(a): S .

(i  for any Loss, except to the extent all Losses for which the Person
" is-entitled to indemnification exceeds fifty thousand dollars
($50,000) (the “Deductible™), and in the case of any Claim for
indemnification pursuait to Section 7.3(a) or Section 7.4(a), as the -
case may be, any materiality qualifier contained in any applicable
tepresentation and warranty shall be disregarded for purposes of
calculating the Loss and “determining whether -or not the

Deductible has been exceeded; - - - -
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(i)  for any Loss w1th 1espect to which a Notice of Clalm is provided
- more than 12 months after the Closing Date, except in the case of
a Claim for indemnification pursuant to:

(A)  Section 7. 3(a) for breach of the representahons and
warranties set out in Sections 5.1(1), 5. 1(2), 5.1(3), 5.1(5) -
or 5.1(12); or

(B) Section 7 4(a) for breach of the representatlons and
warranties set out in Sections 5.2(1), 5 2(2) or 5.2(8);

for which a Claim for indemnification may be made within two (2)
years of Closing subject only to apphcable limitation penods :
imposed by Applicable Law; or

(iﬁ) to the extent that the aggregate of any and all Losses exceeds. one
million five hundred thousand dollars ($1,500,000), except in the -
case of a Claim for indemnification pursuant to:

(A)  Section 7.3(a) for breach of the representations and
" watranties set out in Sections 5.1(1), 5.1(2), 5. 1(3) 510 .
or 5.1(12); or

(B) Section 7:4(a) for breach of the representations and -
_ ‘warrarities set out in Sections 5.2(1), 5.2(2) or 5.2(8).

{b)  Notwithstanding anything to the conh"ary in thls Agreement, no .
. Indemnifying Party shall have any liability under any provision of this .
Agreement or the Ancillary Agreements for special, exemplary or punitive
damages, except to the extent awarded by a court of competent ]unsdlctmn

in connection with a claim made by a third party where the third party is
claimirig $pecial, exemplary or punitive damages '

(c) ‘Each party shall use commercially réasonable efforts in order to minimize .
" the Losses. for which indemnification is provided under Seetion 7. 3 or -
Sectlon 74. :

7.6  Notice of Claim. Promptly upon obtalrung knowledge of any claim, event fact .
or demand which gives rise fo, or is reasonably expected to give rise to; a claim for
* indemnification hereunder, any party seeking indemnification under Section 7.3 or
Section 7.4, as applicable, (an “Indemnified Party™) shall give witten notice. of such
claim or demand (“Notice of Claim”) to the party from which indemnification is sought -
_ (an -“Indemnifying Party”), setting. forth the amount of the claim, if kuown. The.
Indemnified Party shall furnish to ‘the: Indemnifymg Party in reasonable detail, such
information as it may have with respect to such indemnifieation claim (incliding copies
of any summons,. complamt ot other pleading which may have been served on it-and any
written claim, demand, invoice, billing or other document evidencing. or asserting the
samie). No failure or delay by the Indemmﬁed Party in the performance of the foregomg_' -
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shall reduce ot otherwise affect the obligation of any Indemnifying Party to indemnify,
defend and hiold the Indemnified Party harmless, except to the extent that such failure or
delay shall have materially adversely affected the Indemnifying Party's ab111ty to defend
against, settle, mitigate or satisfy any Loss for which the Indemnified Party is entitled to
mdemmficatlon hereunder.

7.7  Indemnification Procedure If the claim or demand set forth in the Notice of
Claim given by the Indeminified Party pursuant to Section 7.6 relates to a claim or demand
asserted by a third party, the Indemnifying Party shall have the right to elect (by notice
in writing to the Indemnified Party within thirty (30) days after the date the Notice of
Claiim is deemed delivered pursuant to Section 7.6) to defend such third party claim or
. demand on behalf of the Indemnified Party, at the ]'_ndemmfymg Party's sole cost and
expense, if (i) the Indemnifying Party acknowledges that it is obligated to indemnify the
Indemnified Party in respect of such elaim or Proceeding, and (ii) the third party claim
involves.only monetary damages and does not seek an injunction or other equitable relief.
If the Indemnifying Party elects to defend such. third party claim or demand, the
Indemnified Party shall make available to the Indemnifying Party and its agents and
representatives as reasonably requested all records and other materials which are
reasonably required in the defense of such third party claim or demand and shall
otherwise reasonably coopetate with and assist the Indemnifying Party in the defense of
_such third party claim' or demand, subject to the reimbursement of the reasonable costs
and expenses incurred by the Indemnified Party as a result of a request by the
Indemmnifying Party to so coopetate. So long as the Indemnifying Party is defending such
third party claim or demand in good faith, the Indemmified Party shall not pay, seitle or
- compromise such third party claim or demand without the consent of the Indemnifying
Party, such consent not to be unreasonably withheld, delayed or conditioned, If the
Indemmifying Party elects to defend such third party claim or demand, the Indemnified
Party shall have the right to participate in the defense of such third party claim or demand,
at its own expense, provided, however, that if the Indemnifying Party does not elect to
défend such third party’ clalm ot demand, does not defend such third party claim in good
faith or a tlmely manner, or if there are one or more legal defenses available to the
Indemnified Party that conflict with those available to. the Indemnifying Patty, the
Tndémmified Party shall have the right, in addition to any other right or remedy it mdy
have hereunder, at the Inderrmlfymg Party's expense, to defend or partlclpate 1n the
defense of such third paity claim or demand.

7.8 = Effect of Indemmty Payments, '.[he part1es agtee to treat all payments 1nade'
_under the indemnity provisions of Section 73 or Section 7.4 as -adjustments to the
Purchase Price for Tax purposes to the extent allowable by Law and that such agreed_
treatment shail govern for purposes hereof.

7.9 ° Exclusive Remedy Rach Party acknowledges and agrees  that, from and after the
date hereof (except for (i) d1sputes under Section 2.6, Section 2.7 or Section 6. 9(4), which
dlsputes will be; resolved in accordance with: the d1spute mechanism set. forth in such -
Sections, (i) as provided  in: Article 3, and (jif) - Clairms - for * fraud; ﬁtaudulent
nusrepresentaﬁon, intentional mlsrepresentauon or delibetate or wilful breach), its sole
" and exclusive remedy w1th respect to any and all rights, claits and causes of action it
may have. agamst any other Party heteto and ‘ifs Afﬁhates and their respeetwe ‘
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stockholders, members, Inanagers, trustees, officers, directors, employees, agents,
representatives, successors and assigns for claims arising out of any breach of, non-
fulfiltment of or inaccuracy in any representatlon, warranty, covenant, agreement or
obligation contained in this Agreement or in the Closing deliverables tesulting from or
relating to the subject matter of this Agreement and the transactjons contemplated hereby
(provided, that such. Closing deliverables exclude the Ancillary Agreements other than
this Agreement), whether arising under or based upon any law or otherwise, shall be
pursuant to the indemnification provisions set forth in this Article 7.

8.1

ey

ARTICLE 8
GENERAL

Conﬁd_entiality of Information. -

For the purposes of this Section 8.1, “Confidential Information” of a Party at

any time means all information relatmg to that Party which at the time is of a
eonﬁdentxal nature (whether or not specifically identified as confidential), is
known ot should be known by the other relevant Party or its Representatives as

being confidential, and has been or is from time to time made known to or is

otherwise learned by the relevant other Party or any of its Representatives as a -
result of the matters provided for in this Agreement, and includes:

(ay - the existenice and the terms of this A'greement and of any other contract,

agreement, instrument, certificate or other document to be entered into as
contemplated by this Agreement; -

(b, ' aP-aftj‘s business records;
(c) ‘ all Personal Information;

{(d) all Books and Records and all other information and documentation with
' tespect to the Business and the Purchased Assets provided by the Seller to
the Buyer and its Representauves, including all notes, analyses,
compllatlons studies, summaries ahd other material prepared by the
Buyer- and its Representatives as a result of the Books and Records,
1nformat10n or documentation; and

(e) Call cop1es of docuinents and data retained by the Seller pursuant to
. Sect1on6 13(2). _ :

Notw1thstandmg the foregomg, Conﬁdenual Informatlon does not include any '
information that at the time has become generally available to the public other
than as a result of a disclosure by the other Party or any of its Representatives,.
any. information that.was ayailable to-the other Party or its Representatives on a
non-conﬁdentlal basis before the date of'this Agreement or any information that

- “becothes available to the othier Party or its Representatives ona non-corifidential

basis from 4 Person (other than the Party to which the information relates or any

. of 1ts Representauves) who is not, to the knowledge of the other Party or its
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Representatwes otherw1se bound by confidentiality obligations to the Party to
which the information relatés in respect of the information or otherwise prohibited
from transmitting the mfonnatlon to the other Party or its Representatives.

(2)  Each Party shall (and shall canse each of its Representatives to) hold in strictest
confidence and not use in any manner, other than as expressly contcmplated by
this Agreement, all Confidential Informatlon of the other Parties.

(3)  Subject to Section 8.2, Section 8.1(2) shall not apply to the diselosure of any -
Confidential Information where that disclosure is required by Apphcable Law. In
that case, the Party requited to disclose (or whose Representative is required to
disclose) shall, as soon as possible in the circumstances, notify the other Parties
of the requirement of the disclosure including the nature and extent of the
disclosure and the provision of Applicable Law puirsuant to which the disclosure
is required. Tothe extent possible, the Party required to make the disclosure shall, -
before doing so, provide to the othér Parties the text of any disclosure. On
receiving the notification, the other Parties may take any reasonable action to

challenge the requirement, and the affected Party shall (or shall cause the
apphcable Representative to), at the expense of the other Parties, assist the other -
‘Parties in taking that reasonable action. Notwithstanding the foregoing, no .
disclosure shall be made of the amount of the Purchase Price, unless and to the
extent required by Applicable Law. '

(4)  Following the termination of this Agreement in accordance with the provisions of
- Section 3.3, each Party ‘shall (and shall cause each of its Representatives to)
promptly, on a fequest from any other Party, return to the requesting Patty all
copies of any tangible items (other than this Agreement), if any, that are or that
contain Confidential Information of the requesting Party, except that if the Party
so obligated to return Confidential Information or its Representaﬁves have
prepared notes, ahalyses,- comp11at10ns, studies or $ummaries contaitiing of
concerning any Confidential Information, then that Party may, instead . of
returning the notes, analyses, compilations, studies or summaries, destroy them

and provide a certificate to that cffect to the requestmg Party.

~ 82  Public Announcements “No Party sha]l issue any press release concerning the
Transactions except as agreed by the Parties acting reasonably or as may be necessary, in -
the opinion of- counsel to the Patty making that dlsclosure, to comply” with -the

~ requirements of all Applicable Law. If any press release is so required, the Party j issuing
the press release shall-use teasonable commercial efforts to consult with the other Parties -
before issuing that press release, and the Parties shall use ‘all reasonable commercial .
efforts, acting in good faith, to agree ‘on a text for the press release that is satlsfactory to
the Part1es : .

- '3_'.3 Dlsclosure and Consultatlon

(1) Before any pubhc s’catement of prcss release concermng the Transact1ons, no
Party shall dlsclosc this Agreement or any aspect of the Transactions except to.its
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board of directors, its senior management and erployees; its legal, accounting,
financial or other professional advisors, any- financial institution contacted by it
with respect to any financing required in connection with the Transactions and
counsel to that institution, or as may be required by any Applicable Law or as
dgreed by the Parties. : .

(2)  The Seller and the Buyer shall consult with each other concerning the manner by
which the Sellet's Employees, suppliers and other Persons having dealings with
the Seller shall be informed of the Transactions, and the Buyer shall have the right
to be present for any such communication.

84  Expenses. Other than as contemplated hetein, each Party shall pay all expenses
(includitg Taxes imposed on those expenses) it incurs in the authorization, negotiation,
preparation, execution and performance of this Agreement and the Transactions,
including all fees and expenses of its legal counsel, bankers, investment bankers, brokers,
accountants or other representatives or consultants. :

8.5  No Third Party Beneficiary. Except as provided for this Agreement, this
Agreement is solely for the benefit of the Parties and no-third party accrues any benefit,
claim or right of any kind pursuant to, under, by or through this Agreement.

8.6  Entire Agreement. This Agrecment together with the other agreements to be

entered into as contemplated by this Agreement (the “Ancillary Agreements™) constitute

_ the entire agreement between the Parties pértaining to the subject matter of this

- Agreement and the Ancillary Agreements and supetsede all prior correspondence,
agteements, negotiations, discussions and understandings, written or oral, -

8.7 Non-Merger. Except as otherwise provided in this Agreement; the covenants;.
representations and warranties set out in this Agreement do not merge but survive Closing
and, notwithstanding such Closing or any investigation by or on behalf of a Patty,
continue in full force and effect. Closing does not prejudice any right of one Party against
another Party'in respect of any remedy in counection with anything done or omitted to be
done under this Agreement. : : ' :

88 Time of Essence. Time is of the essence of this Agreement.

8.9 -.Amendmeht; This Agreement may be sﬁpplemen’t'ed,_ amended, restated or
replaced only by written dgreement signed by each Party. R

- 8.10 Waiver of Rights. Any waiver of, or consent to depart from, the requirements of'
any provision of this Agreement is éffective only if it is in writing and signed by the Party
giving it, and only in the specific instance arid for-the specific purpose for which it has
been given. No failire on the part of any Party to exercise, and no delay in exercising,
any right under this Agréement operates as a waiver of that right. No single or partial .
exercise of any such right precludes any other or further exercise of that right or the

exercise of any other right.
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8.11 Jurisdiction. The Parties n:revocably and unconditionally attorn to the
jurisdiction of the courts of the Province of British Columbia sitting jn the City of
Vancouver in respect of all disputes arising out of, or in connection with, this Agreement,
or in respect of any legal relationship associated with 1t or derived from it.

8.12 Govermng Law. This Agreement is governed by, and interpreted and enforced
in accordance with, the laws of the Province of British Columbia and the laws of Canada
apphcable in the Province of British Columbia, excluding the choice of law rules of that
province. :

8.13 Notices.

(1) - Any notice, demand ot other communication (m this Section 8.13, a “notice”)
required or penmtted to be given or made under this Agreement must be in wntmg
and is sufficienily given or made if:

(a). delivered in person and left with a receptionist or other ‘tesponsible
employee of the relevant Party at the applicable address set forth below;
or

(b)  sent by prepaid courier service or (except in the case of actual or
apprehended disruption of postal service) mail; -

in the case of a notice to the Seller or the Se11e1- Guarantor, addressed to
itat: '

Conifex Timber Inc.

980 — 700 West Georgia Street
“Vancouver, British Columbla
Canada V7Y 1B6

Attention:

E-m ail: Redacted.

with a copy (not constimtmg notice) to:

Sangra Moller LLP

1000 — 925 West Georgia Street
Vanéouver, British Columbia
-Canada V6C 3L2

Attention: Hal]lt Sangra /. Gary Gill
E.—niail‘- hsangra@sangramoller com/ gglll@sangramoller com. -

in the case of a not1ce to. the Buyer, addressed to 1t at

Hampton Lumber Mﬂls - Canada Lid. -
" ¢lo-9600 SW Bames Road ’
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10

@

Suite 200
Portland, Oregon
USA 97225

Attention:

> Redacted.
E-mail: . Redacte

' witha copy (not constituting notice) to;

_' Hampton Lumber Mills — Canada Ltd.
¢lo 9600 SW Barnes Road
-S,u;te 200
Portland, Oregon
USA 97225

Attention: - -
E-mail:

Redacted.

Any notice sent.iri accordance with this Section 8.13 is deemed to have been

. received;

(ay  if delivered prior to or during normal business houts on a Business Day in
the place where the notice is received, on the date of delivery;

(b) i sent by mail, on the fifth Business Day after mailing in the place where
' thé notice is received, or, in the case of disruption of postal service, on the
fifth Business Day after cessation of that disruption; of

(cy - ifsentinany other manner, on the date of actual reeelpt

except that any notice delivered in person not ona Busmess Day or after normal
business hours.on a Business Day, in each case in the place where the notice is
received, is deemed to have been received on the next succeeding Busmess Day .
in the place ‘Where the notice is rece1ved '

Any Party may change its address for notlce by g1v1ng notice to the other Part1es.
Ass1gnment
Subject to Section 8. 14(2), no Palty may assign or tranisfer, Whether absolutely,

by way of security or otherwise, all or any part of its rlghts or obhgatmns under
this Agreement to any Person

‘Notw1ﬂ1$tand1ng Seetlon 8.14(1): (i) the Buyer may assign all of its: nghts and :
. obligation under this Agréément to an Affiliate, except that any such assignment

will not relieve the Buyer of any of its obligations under this Agreement; and (if) '
the Buyet may direct the Seller to transfer title to the Purchased Assets to a bare
trustee, nommee or the general partoer of the Buye1
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8.15 Further Assurances. Each Party shall promptly do, execute, dellver Or Causé to.
be done, executed or delivered all firrther acts, documents and matters in connection with
this Agreement that any other Party may reasonably requu:e for the purposes of glvmg
effect to this Agreement.

8.16 Successors. This Agreement is binding on, and enures to the benefit 6f, the
Parties and their tespective successors..

8.17 ~ Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed to be an original and all of which taken together constitute
one agreement. Delivery of an executed counterpart of this Agreement by facsimile or
transmitted electronically in legible form, including in a tagged image format file (TIFF)
or portable document format (PDF), shall be equally effective as delivery of 2 manually -
executed counterpart of this Agreement.

IN WITNESS WHEREOQF, the Parties have duly executed this Agreement on the date-
first above written.

CONIFEX INC, _ CONIFEX TIMBER INC.

By: /sl Ken Shields By: /s/ Ken Shields
-~ Name: Ken Shields ' : . Name: Ken Shields

Title: Chief Executive Officer Title: Chief Executive dﬁicer

'HAMPTON LUMBER MILLS -
CANADA LTD. |

By: /s/ Steven J. Zika
- Name;: Steven J. Zika
~ Title: Chief Executive Officer
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Schedule 1.1(2)

Methodology for Determining the Accrued Silviculture Amount

Silviculture Accrual

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Field Review for Silviculture Activities for 2019.

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Schedule 1.1(9)
Assumed Contracts

Redacted. Confidential business information.
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Schedule 1.1(11)
Assumed Permits

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Schedule 1.1(51)
Equipment

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information. -
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.

{00290304.2} VANO1: 5597295: v1 Schedule 1.1(51), Page 13



Redacted. Confidential business information.
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Schedule 1.1(52)
Escrow Agreement

ESCROW AGREEMENT
THIS AGREEMENT dated the __ day of , 2019,
AMONG:
CONIFEX INC., a corporation under the federal laws of Canada having a registered
office at 1000 Cathedral Place, 925 West Georgia Street, Vancouver, British Columbia
V6C 3L2
(the “Seller”)
AND:
HAMPTON LUMBER MILLS — CANADA LTD., a company under the laws of the
Province of British Columbia having a registered office at 400 - 725 Granville Street,
P.O. Box 10325, Vancouver, British Columbia V7Y 1G5
(the “Buyer™)
AND:
COMPUTERSHARE TRUST COMPANY OF CANADA
(the “Escrow Agent”)
RECITALS:
A. The Seller and the Buyer entered into an asset purchase agreement (the "Purchase

Agreement") dated June _, 2019 among the Seller, Conifex Timber Inc. and the Buyer
providing for the sale by the Seller to the Buyer of the Seller’s sawmill facilities located at
Fort St. James, British Columbia, and certain related assets; and

B. Pursuant to Section 4.4 of the Purchase Agreement, the Buyer has agreed to pay the
Escrowed Portion of the Purchase Price to the Escrow Agent to be held pursuant to the
terms of this Agreement.

IN CONSIDERATION of the mutual covenants and agreements contained in this Agreement and
for other good and valuable consideration (the receipt and adequacy of which are acknowledged),
the Parties agree as follows:
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1.1

(D

2

3)
“4)

©)
(6)

(M

®

®

(10)
(1)
(12)

ARTICLE 1
INTERPRETATION

Definitions. In this Agreement, including the Recitals to this Agreement, unless the
context requires otherwise:

“Agreement” means this escrow agreement as amended, supplemented, restated and
replaced from time to time in writing in accordance with its provisions.

“Business Day” means any day, except Saturdays and Sundays, on which banks are
generally open for business in the City of Vancouver, British Columbia, Canada.

“Buyer” has the meaning set forth on page one of this Agreement.

“Pelivering Party” means whichever of the Buyer or the Seller has delivered an Officer’s
Certificate to the Escrow Agent pursuant to this Agreement.

“Escrow Agent” has the meaning set forth on page one of this Agreement.

“Escrow Amount” means the Escrowed Portion of the Purchase Price plus accrued
Interest.

“Escrow Fees” has the meaning set forth in Section 4.9.

“Escrowed Portion of the Purchase Price” means the amount of $1,500,000 plus any
amounts under Section 2.6 and Section 2.7 of the Purchase Agreement that are to be
included in the Escrowed Portion of the Purchase Price.

“Final Determination” means an order from which there is no further right of appeal or,
if there is a further right of appeal, the time within which an appeal of the order may be
filed has expired with no appeal being filed and then served within five (5) Business Days
of the expiry of the time within which an appeal of the order may have been filed.

“Interest” has the meaning given to that term in Section 2.3.
“notice” has the meaning given to that term in Section 5.7(1).
“Officer’s Certificate” means:

(a) a certificate signed by a senior officer of the Buyer, which states that an amount is
owing by the Seller to the Buyer pursuant to Section 2.6, Section 2.7 or Section 7.3
of the Purchase Agreement and sets out the amount and the details of the amount
that is owing; or

(b)  a certificate signed by a senior officer of the Seller, which states that an amount is
owing by the Buyer to the Seller pursuant to Section 2.6 or Section 2.7 of the
Purchase Agreement and sets out the amount and the details of the amount that is
owing;
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(13)

(14)
(15)

(16)

(17)
(18)
(19)
1.2

1.3

as the case may be.

“Parties” means collectively the Seller, the Buyer and the Escrow Agent, and “Party”
means any of them.

“Purchase Agreement” has the meaning given to that term in Recital A.

“Recipient” means, in the case of any Officer’s Certificate, whichever of the Buyer or the
Seller did not deliver the Officer’s Certificate to the Escrow Agent.

“Response” means:

(a) in the case of an Officer’s Certificate that has been delivered by the Buyer, a written
statement signed by a senior officer the Seller setting forth, in reasonable detail, the
basis of any objection to the claim asserted in the Officer’s Certificate; or

(b)  inthe case of an Officer’s Certificate that has been delivered by the Seller, a written
statement signed by a senior officer the Buyer setting forth, in reasonable detail, the
basis of any objection to the claim asserted in the Officer’s Certificate;

as the case may be.

“Seller” has the meaning set forth on page one of this Agreement.

“Successor Escrow Agent” has the meaning given to that term in Section 4.8.
“Transmission” has the meaning given to that term in Section 5.7(1)(c).
Certain Rules of Interpretation. In this Agreement:

(a) the division into Articles and Sections and the insertion of headings are for
convenience of reference only and do not affect the construction or interpretation
of this Agreement;

(b) the expressions "hereof", "herein", "hereto", "hereunder”, "hereby" and similar
expressions refer to this Agreement and not to any particular portion of this
Agreement; and

(c)  unless specified otherwise or the context otherwise requires:

(i) references to any Article, Section or Schedule are references to the Article
or Section of, or Schedule to, this Agreement; and

(i)  words in the singular include the plural and vice-versa and words in one
gender include all genders.

Performance on Business Days. If any action is required to be taken pursuant to this
Agreement on or by a specified date that is not a Business Day, the action is valid if taken
on or by the next succeeding Business Day.
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1.4

2.1

2.2

2.3

2.4

2.5

3.1

Currency and Payment. In this Agreement, unless specified otherwise references to
dollar amounts or "$" are to Canadian dollars.

ARTICLE 2
ESCROW

Appointment of Escrow Agent. The Seller and the Buyer hereby appoint the Escrow
Agent to act as escrow agent in accordance with the terms and conditions set out in this
Agreement and the Escrow Agent hereby accepts that appointment.

Delivery of the Escrowed Portion of the Purchase Price into Escrow. The Buyer has
delivered the Escrowed Portion of the Purchase Price to the Escrow Agent on the date of
this Agreement, receipt of which is hereby acknowledged by the Escrow Agent. The
Escrow Agent shall hold and disburse the Escrowed Portion of the Purchase Price and
accrued Interest only in accordance with, and subject to the terms and conditions, of this
Agreement.

Interest on Escrow Amount. The Escrow Agent will invest and retain the Escrowed
Portion of the Purchase Price in its name, in an interest-bearing account at a Schedule I
Canadian chartered bank. Any interest accrued on the Escrowed Portion of the Purchase
Price and any interest on accrued interest (collectively, "Interest") will accrue to the
benefit of the Seller, and shall be reported to the Seller at the end of each calendar quarter.
Accrued Interest will be added to and included in the Escrow Amount.

Release of Escrow Amount. The Escrow Agent shall retain the Escrow Amount until the
twelvth (12%) month anniversary of the date of this Agreement, at which time the Escrow
Amount will be released from escrow and paid to the Seller, except as otherwise provided
in Article 3.

Termination of Escrow. Upon the release and disbursement by the Escrow Agent of all
of the Escrow Amount in accordance with the terms of this Agreement, this Agreement
will terminate and be of no further force and effect, except to the extent necessary in order
for Sections 4.3, 4.5, 4.6, 4.7 and 4.9 to continue to be of full force and effect, and the
Escrow Agent will be automatically released from all of its duties and liabilities under this
Agreement.

ARTICLE 3
CLAIMS AGAINST THE ESCROW AMOUNT

Notice of Claims. If at any time and from time to time prior to the twelvth (12) month
anniversary of the date of this Agreement, the Buyer or the Seller may deliver an Officer’s
Certificate to the Escrow Agent with a concurrent copy to the Recipient, and upon receipt
of the Officer’s Certificate the Escrow Agent shall also deliver a copy of the Officer’s
Certificate to the Recipient. The Recipient may respond to the Officer’s Certificate within
thirty (30) days after it receives the Officer’s Certificate from the Delivering Party by
delivering a Response to the Escrow Agent with a concurrent copy to the Delivering Party.
If the Escrow Agent has not received a Response within that thirty (30) day period, then
the Escrow Agent shall pay the amount set forth in the Officer’s Certificate to the
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Delivering Party from the Escrow Amount (subject to the maximum amount of the Escrow
Amount remaining at that time) by the delivery to the Delivering Party of a cheque for that
amount or by wire transfer to an account designated by the Delivering Party.

3.2  Disputed Claims. — If the Escrow Agent receives a Response from the Recipient within
the thirty (30) day period set forth above contesting the amount of the Escrow Amount to
be released to the Delivering Party, then the Escrow Agent will not pay the amount set
forth in the Officer’s Certificate to the Delivering Party from the Escrow Amount until the
Escrow Agent has received:

(2)

(b)

(©)

a written direction signed by the Recipient directing the Escrow Agent to pay the
amount set forth in the Officer’s Certificate (or a lesser amount) to the Delivering
Party from the Escrow Amount, upon which the Escrow Agent will pay such
amount to the Delivering Party from the Escrow Amount (subject to the maximum
amount of the Escrow Amount remaining at that time) by the delivery to the
Delivering Party of a cheque for that amount or by wire transfer to an account
designated by the Delivering Party;

an authorization in writing executed by each of the Seller and the Buyer directing
the delivery of the amount set forth in the Officer’s Certificate as contemplated in
Section 4.5 (or a lesser amount), upon which the Escrow Agent will pay the Escrow
Amount (subject to the maximum amount of the Escrow Amount remaining at that
time) in accordance with the authorization; or

from the Buyer or the Seller a certified copy of a Final Determination of a court of
competent jurisdiction directing the Escrow Agent as to how to pay the Escrow
Amount as referred to in Section 4.5, upon which the Escrow Holder will pay the
Escrow Amount (up to the maximum amount of the Escrow Amount at that time)
as so ordered.

33  Release of Escrow. If by the twelfth (12™) month anniversary of the date of this
Agreement the Escrow Agent:

(a)

(b)

{00290304.2}

has received any Officer’s Certificates for which a Response has been received but
not been dealt with and resolved as provided in Section 3.1 or Section 3.2 above,
the Escrow Agent will continue to hold the amounts referred to in those Officer’s
Certificates (or remaining amounts if a lesser amount has already been paid) in
escrow pursuant to this Escrow Agreement until they have been dealt with and
resolved as provided in Section 3.1 or Section 3.2 above, but will release that
portion (if any) of the Escrow Amount in excess of those unresolved amounts to
the Seller; or

has not received an Officer’s Certificate for which a Response has been received
but not been dealt with and resolved as provided in Section 3.1 or Section 3.2
above, the Escrow Agent will release the Escrow Amount or any remaining pottion
of the Escrow Amount to the Seller.
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4.1
()

2

3)

“4)

)

4.2

4.3

ARTICLE 4
CONCERNING THE ESCROW AGENT

Duties and Liability of Escrow Agent.

The Escrow Agent has no duties other than those duties expressly set forth in this
Agreement. The Escrow Agent will not refer to, and is not bound by, the provisions of any
agreement other than the terms of this Agreement and no implied duties or obligations of
the Escrow Agent may be read into this Agreement.

Notwithstanding anything contained in this Agreement or in the Purchase Agreement to
the contrary, the Escrow Agent has no duty to determine the performance or non-
performance of any term or provision of the Purchase Agreement, has no obligation or
responsibility to determine any dispute or evaluate any equities between the parties
regardless of any knowledge or any fact that the Escrow Agent may have or receive, and
has no obligations, responsibilities or liability arising under any other agreement to which
the Escrow Agent is not a party, even though reference to such other agreement may be
made in this Agreement or the Purchase Agreement.

Nothing in this Agreement is to be construed as creating a relationship of trust between the
Escrow Agent and the Seller and Buyer or any of them. The Seller and the Buyer
understand and agree that the duties of the Escrow Agent under this Agreement are purely
ministerial in nature and that the Escrow Agent is not liable for any error, judgement, or
for any act done or step taken or omitted by it in good faith, or for any mistake of fact or
law, or for anything which it may do or refrain from doing in connection herewith, except
for its own fraud, gross negligence or wilful misconduct.

The Escrow Agent is not under any duty to give the Escrow Amount held by it under this
Agreement any greater degree of care than it gives its own similar property. The Escrow
Agent's duties with respect to delivery of the Escrow Amount under this Agreement will
be fully performed by delivering the Escrow Amount in accordance with Section 2.4.

The appointment of the Escrow Agent is a personal one and the duty of the Escrow Agent
is only to the other Parties, their successors and assigns, and to no other Person
whomsoever.

Legal Counsel. The Escrow Agent has the right to consult with counsel of its own choice
and is not be liable for any action taken, suffered or omitted to be taken by it if the Escrow
Agent acts in accordance with the advice of such counsel.

Indemnity. The Seller and the Buyer will each severally (and not jointly and severally)
indemnify and save harmless the Escrow Agent from and against one-half of any and all
actions, causes of action, claims, losses, demands, damages, expenses, costs, liabilities,
penalties and expenses whatsoever and to reimburse the Escrow Agent for any legal or
related expenses (collectively, the "Claims") which the Escrow Agent may suffer or incur
in connection with its acting as Escrow Agent under this Agreement, other than Claims
arising as a result of the fraud, gross negligence or wilful misconduct of the Escrow Agent
in the performance of its duties under this Agreement. The Escrow Agent will in no event
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4.4

(D

@)

4.5

4.6

be liable for any loss, Claim or indirect, consequential, incidental or punitive damages to
any of the Seller or the Buyer, regardless of whether or not such losses, claims or damages
were reasonably foreseeable by the Escrow Agent.

Reliance.
The Escrow Agent may:

(a) act in reliance on any writing or instrument or signature which it, in good faith,
believes to be genuine;

(b) assume the validity and accuracy of any statement or assertion contained in such a
writing or instrument; and

(c) assume that any Person purporting to give any written notice, advice or instructions
on behalf of any of the other Parties in connection with the provisions of this
Agreement has been duly authorized to do so.

The Escrow Agent is not, as such, liable in any manner for the sufficiency or correctness
as to form, execution, or validity of any document, nor as to the identity, authority, or right
of any Person executing the document.

The Escrow Agent is not required to make any determination or decision with respect to
the validity of any claim made by any Party, or of any denial thereof but is entitled to rely
conclusively on the terms of this Agreement and the documents tendered to it in accordance
with the terms of this Agreement.

Disputes. If there is any dispute as to whether the Escrow Agent is obligated to deliver the
Escrow- Amount to the Seller or the Buyer, the Escrow Agent shall hold such Escrow
Amount until receipt of an authorization in writing executed by each of the Seller and the
Buyer directing the delivery thereof, or in the absence of such authorization, the Escrow
Agent may hold the Escrow Amount until the Final Determination of the rights of the
Parties in an appropriate court proceeding. If such written authorization is not given, or
proceedings for such Final Determination have not begun and been diligently continued,
the Escrow Agent may bring, but is not required to bring, an appropriate action or
proceeding pursuant to Section 4.6 for leave to deposit the Escrow Amount into court
pending such determination. If a judicial proceeding is instituted by the Escrow Agent, the
Escrow Agent will be entitled to reasonable solicitor's fees.

Interpleader. Without limiting Section 4.5, if:
(a) any action is threatened or instituted against the Escrow Agent;

(b)  any dispute arises, or any action is threatened or instituted, concerning the
entitlement of a Party to the Escrow Amount; or

(c) if at any time the Escrow Agent is uncertain as to its obligations under this
Agreement,
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the Escrow Agent may apply to a court of competent jurisdiction in the Province of British
Columbia for clarification or directions with respect to its obligations under this Agreement, and
in such event, or if any other person should apply to a court of competent jurisdiction (which must
be in the Province of British Columbia) on any matter affecting the obligations of the Escrow
Agent under this Agreement or otherwise relating to the Escrow Amount, the Escrow Agent may
and is hereby authorized to release, deliver or otherwise deal with the Escrow Amount in
accordance with the directions, order, judgment or decree of such court.

4.7

(1

4.8

4.9

5.1

Court Orders.

The Escrow Agent is hereby authorized, in its sole discretion, to comply with all writs,
orders or decrees entered or issued, whether with or without jurisdiction, which purport to:

(a) attach, garnish or be levied on any part of the Escrow Amount that becomes payable
to the Buyer or the Seller, once such amount becomes payable to such Party;

(b) stay or enjoin the disbursement, payment or delivery of any part of the Escrow
Amount; or

() affect any part of the Escrow Amount in any way.

The Escrow Agent is not liable to any of the other Parties or to any other Person because it
obeys or complies with any such writ, order or decree, even if such writ, order or decree is
subsequently reversed, modified, annulled, set aside or vacated.

Resignation, Removal and Replacement of Escrow Agent. The Escrow Agent may
resign by notice to the other Parties. Upon the effective date of such resignation, the
Escrow Agent shall deliver the Escrow Amount then held by it under this Agreement to
such Person as may be jointly designated in writing by the Seller and the Buyer as the new
escrow agent (the "Successor Escrow Agent"). If the Seller and the Buyer fail to deliver
such a written designation, the Escrow Agent will not resign its position until such
designation is delivered or until the Escrowed Amount then held is delivered to the control
of a court of competent jurisdiction. Upon the delivery of the Escrow Amount to the
Successor Escrow Agent or to the control of a court of competent jurisdiction, all of the
Escrow Agent's obligations as escrow agent under this Agreement will cease and terminate.

Fees and Out-of-Pocket Expenses. The Escrow Agent is entitled to reasonable fees, and
to reimbursement of out-of-pocket expenses (the "Escrow Fees") for carrying out its duties
under this Agreement. The Escrow Agent shall be entitled to withhold from the interest
earned in respect of the Escrow Amount an amount up to the amount of its Escrow Fees
and the Seller and the Buyer will each be severally (and not jointly and severally) liable for
one-half of any remaining unpaid Escrow Fees.

ARTICLE 5
GENERAL

Time of Essence. Time is of the essence of this Agreement.

{00290304.2} VANOL: 5597295: v1 Schedule 1.1(52), Page 8



52

53

54

5.5

5.6

5.7

M

Amendment. This Agreement may be supplemented, amended, restated or replaced only
by a written agreement signed by each Party.

Waiver of Rights. Any waiver of, or consent to depart from, the requirements of any
provision of this Agreement is effective only if it is in writing and signed by the Party
giving it, and only in the specific instance and for the specific purpose for which it has been
given. No failure on the part of any Party to exercise, and no delay in exercising, any right
under this Agreement operates as a waiver of such right. No single or partial exercise of
any such right precludes any other or further exercise of such right or the exercise of any
other right.

Jurisdiction. The Parties irrevocably and unconditionally attorn to the jurisdiction of the
courts of the Province of British Columbia sitting in the City of Vancouver in respect of
all disputes arising out of, or in connection with, this Agreement, or in respect of any legal
relationship associated with it or derived from it.

Governing Law. This Agreement is governed by, and interpreted and enforced in
accordance with, the laws of the Province of British Columbia and the laws of Canada
applicable in that province, excluding the choice of law rules of that province.

Entire Agreement. This Agreement constitutes the entire agreement between the Parties
pertaining to the subject matter of this Agreement and supersede all prior correspondence,
agreements, negotiations, discussions and understandings, written or oral.

Notices.

Any notice, demand or other communication (in this Section 5.7, a "notice") required or
permitted to be given or made under this Agreement must be in writing and is sufficiently

- given or made if:

(@)  delivered in person and left with a receptionist or other responsible employee of the
relevant Party at the applicable address set forth below;

(b)  sent by prepaid courier service or (except in the case of actual or apprehended
disruption of postal service) mail; or

(c)  sent by email transmission, with confirmation of transmission by the transmitting
computer (a "Transmission");

in the case of a notice to the Seller addressed to the Seller at:

Conifex Timber Inc.
980 — 700 West Georgia Street
Vancouver, British Columbia

Canada V7Y 1B6 7
Attention: Redacted.
E-mail Redacted.
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with a copy (not constituting notice) to:

Sangra Moller LLP

1000 — 925 West Georgia Street
Vancouver, British Columbia
Canada V6C 312

Attention: Harjit Sangra/Gary Gill
E-mail:hsangra@sangramoller.com/ggill@sangramoller.com

and in the case of a notice to the Buyer, addressed to it at:

Hampton Lumber Mills — Canada Litd.

¢/o 9600 SW Barnes Road
Suite 200
Portland, Oregon
USA 97225

Redacted.
Attention: edacte
E-mail: Redacted.

with a copy (not constituting notice) to:

Harnpton Lumber Mills — Canada Ltd.

¢/o 9600 SW Barnes Road
Suite 200
Portland, Oregon
USA 97225
L Redacted.
Attention:
_E-mail: Redacted. | .

and in the case of a notice to the Escrow Agent, addressed to it at:

Attention:
E-mail:

(2) Any notice sent in accordance with this Section 5.7 shall be deemed to have been received:

(@)  ifdelivered in person during normal business hours on a Business Day in the place
where the notice is received, on the date of delivery; '
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5.8

5.9

5.10

5.11

(b) if sent by prepaid mail, on the fifth Business Day in the place where the notice is
received after mailing, or, in the case of disruption of postal service, on the fifth
Business Day after cessation of such disruption;

(c) if sent by email, on the first Business Day after an acknowledgment of receipt has
been received; or

(d if sent in any other manner permitted by Section 5.7(1), on the date of actual receipt;

except that any notice delivered in person not on a Business Day or after normal business
hours on a Business Day in the place where the notice is received shall be deemed to have
been received on the next succeeding Business Day in the place where the notice is
received.

Any Party may change its address for notice by giving notice to the other Parties.

Assignment. No Party may assign or transfer, whether absolutely, by way of security or
otherwise, all or any part of its rights or obligations under this Agreement to any Person
without the prior written consent of the other Parties.

Further Assurances. Each Party shall, at the expense of another Party, promptly do,
execute, deliver or cause to be done, executed or delivered all further acts, documents and
matters in connection with this Agreement that such other Party may reasonably require,
for the purposes of giving effect to this Agreement.

Successors and Assigns. This Agreement is binding on, and enures to the benefit of, the
Parties and their respective successors and permitted assigns.

Counterparts. This Agreement may be executed in any number of counterparts, each of
which is deemed to be an original and all of which taken together constitutes one
agreement. To evidence the fact that it has executed this Agreement, a Party may send a
copy of its executed counterpart to all other Parties by Transmission and the signature
transmitted by Transmission is deemed to be its original signature for all purposes.

IN WITNESS WHEREOF, the Parties have duly executed this Agreement on the date of this
Agreement.
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CONIFEX INC. HAMPTON LUMBER MILLS — CANADA
LTD

By: By:
Name: Name:
Title: Title:

COMUPTERSHARE TRUST COMPANY

OF CANADA
By:
Name:
Title:
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Schedule 1.1(67)
General Conveyance and Assumption Agreement

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Schedule 1.1(78)
Internal IT Systems

PART A: Seller will allow buyer reasonable access to the following systems for
data extract or date migration:

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Schedule 1.1(80)
Leased or Licenced Property

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Schedule 1.1(99)
Permitted Encumbrances

The Real Property is subject to the following Permitted Encumbrances:

Legal Notations:

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Schedule 1.1(111)
Real Property

1. The real property located in part at 300 Takla Road, Fort St. James, British Columbia,
within the District of Fort St. James and in part at E Tachie Road, Fort St. James, British
Columbia, within the District of Vanderhoof (Regional District of Bulkley-Nechako)
having a legal description of:

PID: 026-468-646, Lot A Plan BCP20449 District Lot 4749 Range 5 Coast Range
5 Land District & DL 4749, 4750, 4751, 4752
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Schedule 2.5(2)
Purchase Price Allocation

Redacted. Confidential business information.
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Schedule 3.1(1)(a)
Form of Seller’s Bring-Down Certificate

CERTIFICATE

TO: [e] (the “Buyer”)

This certificate is given pursuant to section 3.1(1)(b) of the asset purchase
agreement (the “Purchase Agreement”) dated the ____ day of June, 2019 among Conifex Inc.
(the “Seller”), Conifex Timber Inc. and the Buyer providing for the sale by the Seller to the Buyer
of all of the Purchased Assets. Unless otherwise provided in this certificate, terms used in this
certificate that are defined in the Purchase Agreement have the meanings given to them in the
Purchase Agreement.

I, , of the Seller, hereby certify, in my capacity
as an officer of the Seller and not in my personal capacity and without personal liability that:
1. I am familiar with and have examined the provisions of the Purchase Agreement;
2. the representations and warranties of the Seller contained in Section 5.1 of the Purchase

Agreement were and are, individually and collectively, true and correct in all material respects
(except those subject to a materiality qualifier which shall be true in all respects) (i) at and as of
the date of the Purchase Agreement, and (ii) on and as of the Closing Date as if made on the
Closing Date, except to the extent that any representation or warranty is limited by its terms to a
specific date or range of dates (in which case such representation or warranty was true and correct
on the date or during the range of dates so specified); and

3. all of the covenants in the Purchase Agreement to be complied with or performed by the
Seller by the Closing have been complied with or performed in all material respects.

Dated the day of , 2019.

Name:
Title:
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Schedule 3.2(1)(a)
Form of Buyer’s Bring-Down Certificate

CERTIFICATE

TO: Conifex Inc. (the “Seller”)

This certificate is given pursuant to section 3.2(1)(a) of the asset purchase
agreement (the “Purchase Agreement”) dated the day of June, 2019 among the Seller,
Conifex Timber Inc. and Hampton Lumber Mills — Canada Ltd. (the “Buyer”) providing for the
sale by the Seller to the Buyer of all of the Purchased Assets. Unless otherwise provided in this
certificate, terms used in this certificate that are defined in the Purchase Agreement have the
meanings given to them in the Purchase Agreement.

I , of the Buyer, hereby certify, in my capacity
. as an officer of the Buyer and not in my personal capacity and without personal liability, that:

1. I am familiar with and have examined the provisions of the Purchase Agreement;

2. the representations and warranties of the Buyer contained in Section 5.2 of the Purchase
Agreement were and are, individually and collectively, true and correct in all material
respects (except those subject to a materiality qualifier which shall be true in all respects)
(i) at and as of the date of the Purchase Agreement, and (ii) on and as of the Closing Date
as if made on the Closing Date, except to the extent that any representation or warranty is
limited by its terms to a specific date or range of dates (in which case such representation
or warranty was true and correct on the date or during the range of dates so specified); and

3. all of the covenants in this Agreement to be complied with or performed by the Buyer by
the Closing shall have been complied with or performed in all material respects.

Dated the day of , 2019.

Name:
Title:
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Schedule 4.2(e)
Transmittal Letter

[see attached]
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Redacted. Confidential business information.

{00290304.2}

VANOI1: 5597295: vl




Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Schedule 5.1(12)
Location of Purchased Assets

e Real Property located at 300 Takla Road, Fort St. James, British Columbia having a legal
description of:

o PID: 026-468-646, Lot A Plan BCP20449 District Lot 4749 Range 5 Coast Range
5 Land District & DL 4749, 4750, 4751, 4752

o The physical locations referred to in items listed under Schedule 1.1(79) Leased or
Licensed Property.
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Schedule 5.1(20)(a)
Regulatory Approvals

Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Redacted. Confidential business information.
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Schedule 5.1(20)(b)
Third Party Contractual Approvals

Redacted. Confidential business information.
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Schedule 5.1(22)
Changes

None.
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Schedule 5.1(24)
Litigation

None.
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Schedule 5.1(25)
Environmental Matters

(a) None, except as spe‘ciﬁcally‘identiﬁed in the Phase 1 or Phase ]I Report.
(b) None, except as specifically identified in the Phase I or Phase II Report.
(¢) None, except as specifically identified in the Phase I or Phase 11 Report.
(d) None, except as specifically identified in the Phase I or Phase II Report.
(h) None, except as specifically identified in the Phase I or Phase II Report.
(k) None, except as specifically identified in the Phase I or Phase II Report.

(1) None, except as specifically identified in the Phase I or Phase II Report.
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Schedule 5.1(26)(a)
Employee Matters

Current Unionized Employees

Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Redacted. Confidential employee information.

{00290304.2} VANOI: 5597295 v Schedule 5.1(26)(a), Page 4



Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Non-Unionized Employees

Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Schedule 5.1(27)
Labour Matters

Active Grievances:

Redacted. Confidential employee information.
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These 61 unionized Employees are owed retroactive bonuses as set out below.

Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Redacted. Confidential employee information.
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Schedule 5.1(28)
Employees and Others

None.

{00290304.2} VANOL: 5597295: v1 ~ Schedule 5.1(28), Page 1



Schedule 5.1(29)
Finder’s Fees

None.
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Schedule 5.2(5)
Buyer Consents and Approvals

None.
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Schedule 6.4(b)
Curtailment (Mothballing) Tasks

General/Office/Documents & Technology

Locate all documents, drawings and manuals and place them in the front office

Provide all documentation on oil-based transformers, capacitors, and switches, buried storage
tanks, or any other environmentally sensitive issues

Locate and provide labeled primary and spare keys to the facility, inclusive of Buildings,
vehicles, fire systems, and any other locking security used on the site.

Locate, assemble and identify all discs, licenses, Software keys and documents for all
electronic equipment computers

Provide documentation and equipment licenses (Scanners, PLCS, programming Software,
etc.) and place them in the front office

Terminate all agreements for services such as garbage, paper delivery, vending machine
vender, bottled water etc. and remove their equipment from the site

Machinery & Equipment Maintenance/Storage

Drain/dry the boiler system, provide desiccants to keep it dry

Remove all water from condensate lines in the boiler and kilns

Clean and remove all water from the compressed air lines and filters

Purge all saw lubricant systems and other lubricant systems

Locate and assemble all company owned maintenance equipment (welders, torches, radios,
come-longs, etc.) to the maintenance shop for locked storage

Locate and assemble all owned specialized/precision tools and equipment (alignment jigs,
tools, etc.) to the maintenance shop for locked storage

Remove and assemble all knives, saws, guides etc. and place them in the saw filing room
Ensure water systems, natural gas systems, thermal oil systems, heating systems, compressed
air systems are mothballed for curtailment to ensure they will not be damaged by winter
conditions

Clean-up/Organize

Remove all trash, Conifex paper wrap, dunnage, lath, strapping, bar coding and refuse from
the site

Remove all Conifex signage from the site _
Remove all chemicals (drums/cans/tanks/or other storage containers) from the site whether
unused product or waste.

Empty and clean all tanks containing liquid or sludge (including plumbing and other
ancillary equipment connected to tanks).

Remove all rental or non-Seller owned equipment from the site

Blow down and collect all wood debris from all Buildings and equipment, and remove all
wood debris from within Buildings (provide a clean mill)

Empty all truck bins

Cleanup any product, material and waste creating a fire risk/hazard
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Schedule 6.4(e)
Seller’s Log Sales Commitments

Redacted. Confidential business information.
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Schedule 6.9
The Seller’s Clean-up and Landfill Obligations

[SEE ATTACHED]
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Redacted. Confidential business information.
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