TOWN OF FORT FRANCES

AGENDA - February 19, 2019

SPECIAL MEETING - Council Chambers , Civic Centre

Page

1. COUNCIL

(Session No. 007) 7:00 p.m.

1.1 Call to Order

1.2 Disclosure of pecuniary interest and the general nature thereof
2. Delegations/Deputations:

2.1  Various Community, Labour and Indigenous Stakeholders in support 2-36

of maintaining a stable, equitable wood supply for our community.

3. General:

3.1  Council to consider resolution related to wood supply. 37 -38

4. ADJOURNMENT
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AGENDA ITEM #2.1

FORT

BOUNDLESS

STATEMENT FROM THE TOWN OF FORT FRANCES
For Immediate Release — February 13, 2019

A resolution for consideration by the Council of the Town of Fort Frances was prepared in response to
correspondence received by the Town from Resolute Forest Products on Friday, February 8. The
proposed resolution was introduced as a non-agenda item during Council's meeting on Monday,
February 11.

In its February 8 letter, Resolute informed Council that it had “signed a backstop agreement to transfer
the Fort Frances mill property to a community redeveloper.” In our view, this letter disclosed Resolute’s
intention to sell its shuttered Fort Frances paper mill to a buyer that will demolish it — eliminating a key
economic asset for our community. While Resolute has also indicated that it is running a competitive
bidding process, this letter does not indicate that that process is for the sale of the mill as a whole, but
rather that it is “a parallel process whereby other interested parties can prepare binding offers for the
assets”.

We question whether the bidding process prevents a party with plans to reopen the facility from assessing
the business viability of operating the mill and submitting a bid for that purpose. The Town has seen a
copy of Resolute’s non-disclosure agreement for interested parties, which requires that they refrain from
communicating with government officials — which is necessary for any party in need of access to a wood
supply from the province to operate the mill.

The proposed resolution asserted our community’s insistence on the use of local forest resources for
local economic benefit — a priority of the forest management system and the license by which Resolute
enjoys access to publicly-owned wood in the Crossroute Forest. The Sustainable Forest License (SFL)
held by Resolute indicates that wood harvested from the Crossroute is meant — first and foremost — to
supply the Fort Frances mill. Resolute closed the Fort Frances mill over 5 years ago, but has continued
to take wood from our forest to support its other operations.

With the future of the mill now clearly at stake, there are legitimate concerns that Resolute’s intention is
to use the disposition of the mill to consolidate its control over local forests by eliminating its Fort Frances
facility. If so, we believe that this is an abuse of the rights conferred under the SFL, and that the province
must intervene to ensure that the public’s interest in our forest is not eroded.

While Monday’s Council meeting was in progress, Resolute’s lawyers issued a letter to Council
threatening legal action. Resolute alleged that the resolution contained “false, misleading and defamatory
statements concerning Resolute”. Resolute’s letter did not identify the alleged defamatory statements in
our resolution.

We remain of the view that the proposed resolution is well within the acceptable bounds of municipal
government expression. The proposed resolution also reflects our duty to stand up for our citizens. This
is the job of Council. Resolute’s legal threat is a classic SLAPP tactic (Strategic Lawsuit Against Public
Participation) intended to intimidate our community into silence about Resolute’s private transaction that
could drastically affect the wellbeing of our community, its forest resources, and our economic capacity.

Our Council has a duty to defend the interests of our constituents and their rights over local, publicly-
owned resources. Council will be considering the resolution at a special meeting set for Tuesday,
February 19 at 7 PM at the Civic Centre. We are inviting the public and the media to attend this meeting,
where deputations will be heard from various community, labour, and Indigenous stakeholders in support
of maintaining a stable, equitable wood supply for our community.

We continue to call on the provincial government to take explicit, public action to ensure that local forests
create local jobs and economic prosperity, and that Fort Frances is always open for business.

HH#

Contact:

Mayor’s Office

Phone: 807-274-5323

Email: town@fortfrances.ca / ecdev@fortfrances.ca
Website: www.ourforestourfuture.ca

Background Materials (attached in original electronic transmission):
* Proposed Resolution

* Sustainable Forest License for the Crossroute Forest

* Letter to the Town from Resolute, dated February 8, 2019

* Letter to the Town from Resolute’s lawyers, dated February 11, 2019
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AGENDA ITEM #2.1

Ministry of
Natural Licence No. 542245
Resources

Ontario

SUSTAINABLE FOREST LICENCE

Approved by Order-in-Council No. 891/97
dated April 24, 1997
And as amended as set out in Appendix “G”
And as most recently amended by Minister’s Approval
Dated April 25, 2013

SUBJECT to the Crown Forest Sustainability Act and the regulations thereto, and the terms and
conditions hereinafter set forth, a licence is granted to

* Resolute FP Canada Inc.

AbiBow-Canadatne:

(herein called "the Company")

located at 2001 Neebing Avenue, Thunder Bay, Ontario P7E 6S3

to harvest the following species of forest resources from the Licence Area in the Crossroute
Forest, which Licence Area is described in Appendix "A" hereto, for the term of this licence; and
the Company is required to carry out renewal and maintenance activities in the Licence Area, on
behalf of the Minister, which are necessary to provide for the sustainability of the Crown forest.

TREE SPECIES

All species

* Name changed as per Certificate of Amendment dated May 24, 2012.
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AGENDA ITEM #2.1

TERMS AND CONDITIONS

1.0 DEFINITIONS

1.1 In this Licence:

1. "Annual Work Schedule™ means a statement, mainly tabular in form, showing the
order and extent of all work of any nature to be carried out during one year
consistent with the Forest Management Plan;

2. "Crown" means Her Majesty the Queen in Right of the Province of Ontario;

3. "Eligible Silviculture Work™ means the work listed in Appendix "C" hereto, or as it
may be amended from time to time;

4.  "Forest Management Plan" means a forest management plan prepared in accordance
with the Forest Management Planning Manual, or a plan deemed to be a Forest
Management Plan pursuant to section 71 of the Crown Forest Sustainability Act;

5. "Forest Renewal Trust" means the Forest Renewal Trust established by the Minister
pursuant to the Crown Timber Act, and continued under the Crown Forest
Sustainability Act;

6. "Forest Renewal Trust Agreement” means the Forest Renewal Trust Agreement
entered into between the Minister and the trustee pursuant to the Crown Timber
Act, and continued under the Crown Forest Sustainability Act;

7.  "Forestry Futures Trust” means the Forestry Futures Trust established by the
Minister pursuant to the Crown Timber Act and continued under the Crown Forest
Sustainability Act;

8.  "Licence Area" means the lands designated in Appendix "A" hereto;

9.  "Minister" means the Minister of Natural Resources or any other member of the
Executive Council to whom responsibility for the administration of the Crown Forest
Sustainability Act may be assigned or transferred under the Executive Council Act;

10. "Ministry" means the Ministry of Natural Resources;

11. "Management Unit" means the Crown forest designated as a management unit
pursuant to section 7 of the Crown Forest Sustainability Act;

12. "Management Unit Account” is an account in the Forest Renewal Trust for a
Management Unit and includes any Subaccounts thereof;
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22,

23.

24,

25.

AGENDA ITEM #2.1

"Overlapping Licensee" means the holder of a forest resource licence on the Licence
Area other than the Company;

"Person” includes a corporation;

"Productive Lands" means productive lands in the forest resource inventory that are
not classified as muskeg, brush & alder, rock, developed agricultural land, grass &
meadow, unclassified land or land covered by water;

""Crossroute Forest' means the Management Unit in which this Sustainable Forest
Licence has been granted;

"Special Purpose Account” means an account within the Consolidated Revenue
Fund of the Province of Ontario into which a forest renewal charge may be paid
pursuant to section 50 of the Crown Forest Sustainability Act;

"Subaccount™ means any account within a Management Unit Account in the name
of an Overlapping Licensee, or an account in the name of the applicable Sustainable
Forest Licensee;

"Sustainable Forest Licence" means a licence granted or deemed to have been
granted pursuant to section 26 or 74 respectively of the Crown Forest Sustainability
Act;

"Sustainable Forest Licensee" means a person to whom a Sustainable Forest Licence
has been granted pursuant to section 26 of the Crown Forest Sustainability Act, or a
person who is, pursuant to section 74 of the Crown Forest Sustainability Act,
deemed to have been granted such a licence;

"Trust Assets” means the assets of the Forest Renewal Trust as more particularly
described in the Forest Renewal Trust Agreement;

"Trustee" means the Trustee of the Forest Renewal Trust;

"Withdrawal of land" means a reduction in the Licence Area through an amendment
of the licence pursuant to section 34 of the Crown Forest Sustainability Act, but
does not include a reduction in the Licence Area made to correct an error in the
description or calculation of the Licence Area;

"Year" means the period commencing with the date of this licence and terminating
with the 31st day of March next following and thereafter means a period
commencing with the 1st day of April and terminating with the 31st day of March
next following; and

"Yield" means the harvest, actual or estimated, howsoever measured over a given
period of time.
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2.1

2.2

2.3

2.4

3.1

3.2

3.3

AGENDA ITEM #2.1

2.0 AREA, TERM AND PRICING

This licence applies in respect of the Licence Area that is comprised of a total area of
12,696.3 square kilometres which total area is more particularly described in Appendix
"A" hereto. The area of Productive Lands within the Licence Area is 8,737.3 square
kilometres.

The Company shall pay area charges and forestry future charges in accordance with
sections 32(1) and 51(5) of the Crown Forest Sustainability Act.

The term of this licence commences on the 1st day of April 2002 and expires on the 31st
day of March 2022 but may be extended in accordance with section 26(4) of the Crown
Forest Sustainability Act.

The Company shall pay the prices determined by the Minister under section 31 of the
Crown Forest Sustainability Act for forest resources harvested under this licence.

3.0 WOOD SUPPLY COMMITMENTS AND OVERLAPPING LICENCES

The forest resources harvested pursuant to this licence are to provide a supply of forest
resources to the existing forest resource processing facility of the Company located at Fort
Frances, Ontario and to the beneficiaries of forest resource supply commitments identified
in Appendix “E” hereto.

Subject to complying with the wood supply commitments described in Appendix "E” and
the conditions in Appendix F, the Company shall be entitled to harvest and utilize the full
available harvest described in the Forest Management Plan for the Crossroute Forest.

If the allowable harvest levels permitted by a Forest Management Plan will not permit a
sufficient amount of forest resources to be supplied from the Licence Area to the
aforementioned processing facilities listed in paragraph 3.1 and Appendix "E", the amount
of forest resources available shall be shared in a manner prescribed by the Minister unless
the Company and the affected beneficiaries identified in Appendix "E" otherwise agree on
the manner of sharing subject to the following:

a) If an agreement on the manner of sharing is reached, the beneficiaries identified in
Appendix “E”, who are parties to the agreement, shall acknowledge that the
Minister’s obligations with respect to the wood supply commitments which are the
subject of the agreement are satisfied by the agreement;

b)  If the Minister is required to prescribe the manner in which the available harvest shall
be shared, the Minister will take into consideration, among other things, the traditional
wood supplies of those affected by such deficiency.
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3.4

3.5

3.6

3.7

4.1

4.2

4.3

4.4

6.1

AGENDA ITEM #2.1

The Minister may grant an Overlapping Licence on the Crossroute Forest pursuant to
section 38 of the Crown Forest Sustainability Act.

This licence and any amendment thereto shall prevail over an agreement under section 38
of the Crown Forest Sustainability Act.

The Company shall provide copies of the agreements described in paragraph 3.5 herein to
the Minister forthwith after such agreements are made, and as required by the Minister.

The Minister will provide to the Company a copy of the licence, harvest approvals and a
monthly scaling summary regarding Overlapping Licensees at the same time they are
provided to the Overlapping Licensee.

4.0 MANUALS

The Company shall prepare a forest management plan, work schedules, and reports for
the Crossroute Forest in accordance with the Crown Forest Sustainability Act and the
Forest Management Planning Manual, and shall abide by that plan and all other
requirements described in that manual and the Crown Forest Sustainability Act.

The Minister hereby requires the Company to conduct the inventories, surveys, tests and
studies identified as being the responsibility of a Sustainable Forest Licensee in the Forest
Information Manual, and the Company shall carry out those inventories, surveys, tests
and studies in accordance with the Forest Information Manual.

The Minister hereby requires the Company to provide the Minister with information
identified as being the responsibility of a Sustainable Forest Licensee in the Forest
Information Manual, and the Company shall collect that information in accordance with
the Forest Information Manual.

The Company shall not commit wasteful practices as described in either the Forest
Operations and Silviculture Manual or the Scaling Manual.

5.0 DELETED

6.0 NATURAL DISTURBANCES AND SALVAGE

Where either the Minister or the Company becomes aware of killed or damaged forest
resources on the Licence Area, the Minister or the Company shall give notice to the other
party of the location of such forest resources. Within 30 days of the giving of notice, the
Company shall notify the Minister whether or not the Company desires to salvage the
killed or damaged forest resources, and,

Page 7 of 38



6.2

6.3

6.4

6.5

6.6

6.7

6.8

AGENDA ITEM #2.1

(@ where the Company desires to salvage such forest resources, the Company shall
salvage such forest resources upon such terms and conditions, including the
payment of Crown charges pursuant to the Crown Forest Sustainability Act, as set
by the Minister in consultation with the Company, or

(b) where the Company does not desire to salvage such forest resources, the Minister
may salvage such forest resources or have such forest resources salvaged in such
manner as the Minister considers advisable including, but not limited to, the issuing
of a forest resource licence(s) pursuant to section 38 of the Crown Forest
Sustainability Act and the Company shall not have any interest in the salvaged
forest resources.

Where the Minister intends to exercise his authority under section 38 of the Crown Forest
Sustainability Act and issue a forest resource licence(s), the company will enter into
overlapping agreements with the proposed licensees pursuant to section 38 (2) of the
Crown Forest Sustainability Act and the regulations under the Act.

After commencement of the period of this licence, where forest on land forming part of
the Licence Area is killed or damaged by fire or natural causes, the Company shall, if
required, propose an amendment to the Forest Management Plan. The amendment shall
describe the source of funding for its implementation.

Where the Company fails to give notice to the Minister under paragraph 6.1, the
Company shall be deemed to have given notice to the Minister that it does not desire to
harvest the killed or damaged forest resources.

The Minister may permit the harvesting of any forest resources that should, in the
interests of economic forest utilization, be harvested with any killed or damaged forest
resources to be salvaged under paragraph 6.1.

If a forest renewal charge is set for the salvage of killed or damaged forest resources on
the Licence Area, such renewal charge shall be paid to the Trustee by the Licensee
harvesting those forest resources, and shall be credited to the Management Unit Account
for the Licence Area, or the Subaccount thereof applicable to the land from which such
forest resources were harvested.

Where the harvesting of killed or damaged forest resources occurs, by the Company or an
overlapping licensee, the Company will ensure the silvicultural standards described in
paragraph 16.6 are met on the area harvested.

Where the Company has indicated no interest in the harvest of killed or damaged forest
resources and the Minister is unable to have such forest resources harvested in a
satisfactory fashion, then, the Company shall report the area identified in section 6.1
above as natural depletion in the annual report in accordance with requirements of the
Forest Management Planning Manual.

Page 8 of 38



7.1

7.2

8.1

AGENDA ITEM #2.1

7.0 FOREST PROTECTION

Where injurious insects or diseases may reduce the amount of forest resources available
for harvest, the Company and Minister may protect the Licence Area from pest damage
by planning, publicly announcing, and executing pest control programs. The Company
and the Minister shall jointly plan pest control programs and may make joint application
to the Forestry Futures Trust for the funding of such programs. There is no obligation on
either the Company or the Minister to engage in such protection unless funding is
available from the Forestry Futures Trust.

The Company will participate in pest control programs by assisting in the identification
and mapping of affected areas, in the assessment of potential damage to forested lands
within the Licence Area, and by recommending to the Minister the specific areas where
controls should be undertaken. Additional responsibilities of the Company, if any, shall
be agreed upon by the Company and the Minister at a local level.

8.0 COMPENSATION FOR WITHDRAWALS

Where land is withdrawn from the Licence Area, the Company shall remove from such
lands within such reasonable period of time as is specified in writing by the Minister, all
chattels and all portable buildings and structures. The Company may remove from the
withdrawn area such non-portable buildings and structures that the Company desires to
remove unless the Company agrees with the Minister to do otherwise. The Minister shall
compensate the Company for:

(@) the reasonable cost of removing the aforementioned things from the withdrawn
lands and, when necessary, re-establishing them elsewhere on the Licence Area,

(b) the cost less depreciation as defined in the depreciation schedules under the Income
Tax Act (Canada), or on such other basis as is mutually agreeable to the Minister
and the Company, of the non-portable buildings and structures that are not removed
by the Company from the withdrawn lands,

(c) the cost of all Eligible Silviculture Work that has been conducted on the withdrawn
lands and for which the Company has not, and will not, receive reimbursement from
the Forest Renewal Trust or the Forestry Futures Trust, and

(d) the cost less depreciation as defined in the depreciation schedules under the Income
Tax Act (Canada), or on such other basis as is mutually agreeable to the Minister
and the Company, for all primary and secondary forest access roads on the
withdrawn lands constructed or maintained by the Company except those roads for
which the Company has received any funding from the Province of Ontario, and
except as provided in subparagraph 8.2.
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AGENDA ITEM #2.1

8.2 No compensation may be payable in the circumstances described in subparagraph 8.1(d)
if, after the withdrawal, the Company is allowed to use the road(s) for the purpose for
which it was constructed.

9.0 PERIODIC REVIEW OF LICENSEE'S PERFORMANCE

9.1 A periodic review of the Company's compliance with the terms and conditions of this
licence for the period April 1, 2002 to March 31, 2007 and every five year period
thereafter will be conducted in accordance with:

(@) the regulation made under the Crown Forest Sustainability Act with respect to
independent forest audits, or

(b) the review procedure set out in Appendix B, in the absence of the regulation
described in (a) above.

9.2 If the review does not satisfy the Minister that the licensee has complied with the terms
and conditions of the licence, the term of the licence will not be extended pursuant to
subsection 26(4) of the Crown Forest Sustainability Act.

9.3 If the term of this licence is not extended pursuant to section 26(4) of the Crown Forest
Sustainability Act, the licence shall, subject to being amended, suspended, or cancelled,
remain in effect until the date of expiry described in paragraph 2.3 herein.

9.4  The Company shall complete an action plan, subject to written approval of the Minister,
responding to the audit recommendations within 2 months of receiving the final audit
report, unless otherwise directed by the Minister.

9.5  The Company will implement the action plan, unless otherwise directed in writing by the
Minister.

9.6 A status report will be prepared within 2 years following the Minister’s approval of the
action plan, unless otherwise directed by the Minister.

10.0 FOREST RENEWAL TRUST

10.1 The Company shall be invoiced by the Crown for the forest renewal charge to be paid by
the licensee pursuant to the Crown Forest Sustainability Act. The Company shall pay the
forest renewal charge to the Trust.

10.2 The amounts paid by the Trustee in its capacity as Trustee of the Forest Renewal Trust in
respect of Eligible Silviculture Work are paid to or for the benefit of the Crown.
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AGENDA ITEM #2.1

10.3 Subject to paragraph 15.1 herein, the specific feature of the Forest Renewal Trust
Agreement whereby the share of the Trust Assets credited to the Management Unit
Account for the Licence Area will only be used to reimburse the cost of Eligible
Silviculture Work performed on the Licence Area will not be amended or revoked unless
the Company and the Minister so agree.

10.4 When paying the forest renewal charge referred to in paragraph 10.1, the Company shall
provide the Trustee with the following information in writing:

(@) the Forest Management Unit Account to which the payment shall be credited;
(b) the name and licence number of the licensee making the payment;

(c) acopy of the invoice being paid; and

(d) such other related information required by the Minister.

10.5 The Company shall submit such documentation relating to the payments to and from the
trust and/or silviculture work that has been or is to be carried out on the Licence Area at
such times as directed by the Minister. The Company is not entitled to any payment from
the trust unless the eligible silvicultural work is consistent with Appendix “C” and based
on the Company’s approved Forest Management Plan or Annual Work Schedule.

11.0 SUBACCOUNTS OF FOREST RENEWAL TRUST

11.1 A Subaccount can be opened at the request of the Company only. When the Company
and an Overlapping Licensee on the Licence Area agree to establish Subaccounts for the
Management Unit Account for the Licence Area, the Company shall provide the Minister
with a copy of an agreement between the Company and Overlapping Licensee containing
provisions which, at a minimum, provide for the following:

(@ How much transitional funding for the Licence Area will be allocated to the
Subaccount for the Licence Area and to any other Subaccount(s) of the Forest
Management Unit Account;

(b) The licence number of the Overlapping Licensee(s);

(c) A commitment by the Company to submit for each Subaccount, such documentation
relating to the payments to and from the trust and/or silviculture work that has been
or is to be carried out on the Licence Area, at such times as directed by the Minister;

(d) The minimum balance to be in each Subaccount on March 31, 1999 and on every
March 31 thereafter;

(e) That only persons authorized by the Company will submit interim and final invoices
for Subaccounts; and

Page 11 of 38



AGENDA ITEM #2.1
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(F)  The Overlapping Licensee will conduct the necessary Eligible Silviculture Work to
ensure that the Company's obligations to meet the silvicultural standards described
in Section 16.0 herein are met on all lands harvested on the Licence Area by the
Overlapping Licensee.

11.2 A Subaccount can be closed at the request of the Company only. If the Company closes a
Subaccount, the value of that Subaccount at the time of its being closed shall be credited
to the management unit account for the Licence Area. The Company shall ensure that an
amount no less than such value will be spent for Eligible Silviculture Work performed on
the lands harvested by the Overlapping Licensee which gave rise to the forest renewal
charges which were credited to that Subaccount.

11.3 If the Company closes a Subaccount in the name of an Overlapping Licensee, the
Company's minimum balance obligation described in paragraph 12.4 herein will be
increased by an amount equal to the minimum balance obligation of the Overlapping
Licensee regarding the closed Subaccount.

11.4 The Company shall report annually to the Minister regarding monies spent pursuant to
paragraph 11.2.

12.0 EOREST RENEWAL CHARGES and MINIMUM BALANCE

12.1  Forest renewal charges will be determined in accordance with the Crown Forest
Sustainability Act.

12.2  Forest renewal charges for the Licence Area, or where applicable for each licensee in
whose name a Subaccount exists, required to be paid from April 1, 1997 onwards will be
calculated as provided in paragraph 12.3 hereof.

12.3  For any period after March 31, 1997, the forest renewal charges for those licensees with
an account for the Licence Area in the Forest Renewal Trust will be determined after an
analysis which includes, at a minimum:

(@) the licensee's past reimbursements for Eligible Silviculture Work on the Licence
Area,

(b) a forecast of the amount of Eligible Silviculture Work to be undertaken by that
licensee in the period for which the forest renewal charge is being calculated,
including Eligible Silviculture Work to be undertaken on areas which have failed to
meet silvicultural standards and retreatment is therefore necessary,

(c) a forecast of the volume and species to be harvested by that licensee in the period
for which the forest renewal charge is being calculated,
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AGENDA ITEM #2.1
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(d) any transitional funding required to be paid by the Minister to the Trustee to be
credited to that account for the licensed area, and

(e) the existing value of that account at the time the analysis is undertaken so as to
ensure that each account will have sufficient value to fund Eligible Silviculture
Work planned in the period for which the forest renewal charge is being calculated,
and to ensure that each account has the minimum balance described in Appendix
"D" hereto on March 31, 1999 and every March 31 thereafter.

12.4  The minimum balance for the Management Unit Account for the Licence Area shall be
equal to the Amount in Appendix D.

125 The forest renewal charge for the Crossroute Forest, or where applicable for each
licensee in whose name a Subaccount exists, may be increased or decreased after the type
of analysis referred to in paragraph 12.3 above. Such analysis shall be undertaken at
times to be determined by the Minister but no less frequently than every five years in
conjunction with the term of the forest management plan for the Crossroute Forest. In
addition, the Company may request such an analysis at any time.

12.6  The analysis described in paragraph 12.3 shall be made jointly by the Minister, the
Company, and Overlapping Licensees, where those Overlapping Licensees have an
account for the licence area. If they do not agree on such analysis the forest renewal
charge shall be set as provided by the Crown Forest Sustainability Act and regulations
thereto.

13.0 RECORD KEEPING AND AUDIT (FOREST RENEWAL TRUST)

13.1 To facilitate the annual audit of the Forest Renewal Trust:

(@) the Company shall maintain records, including maps, of the amount of Eligible
Silviculture Work implemented and the cost thereof;

(b) an auditor retained by the Trustee shall at all reasonable times and upon reasonable
notice to the Company be entitled to full access to the Company's records, including
maps which are required for the purpose of verifying that the reimbursements from
the Forest Renewal Trust received by the Company were for legitimate claims
regarding Eligible Silviculture Work.

13.2  When a Company or Overlapping Licensee calculates the cost of Eligible Silviculture
Work:

(@) the following elements of cost may be included:
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M the cost of salaries, wages and normally applied payroll burden associated
with staff or contract staff directly engaged in implementing Eligible
Silviculture Work;

(i) the cost of transporting and sustaining personnel engaged in implementing
Eligible Silviculture Work;

(iii) depreciation allowances for any and all equipment and vehicles when
employed by the Company in renewal operations including depreciation
allowances for that portion of the costs of specialized harvesting equipment
designed to facilitate renewal by natural or artificial means, and the cost of
transporting and operating such equipment and other equipment or vehicles
for the purpose of implementing Eligible Silviculture Work;

(iv) planning, data collection and record keeping for Eligible Silviculture Work;
and,

(V) the costs of other goods and services directly related to implementing
Eligible Silviculture Work.

(b) the following shall not be included as elements of cost of Eligible Silviculture
Work:

(1) depreciation allowances for any and all equipment, vehicles, camps or other
facilities owned by the Company when employed by the Company in
logging operations;

(i) wages or salaries for any personnel not directly engaged in Eligible
Silviculture Work; and,

(iii) the cost of constructing or maintaining roadways within the Licence Area.

13.3 If a Company or Overlapping Licensee contracts out all or part of the work associated
with Eligible Silviculture Work, payments by such Company or Overlapping Licensee to
contractors performing such work shall be deemed to be expenditures on Eligible
Silviculture Work incurred by such Company or Overlapping Licensee for which such
Company or Overlapping Licensee is to be reimbursed from the Forest Renewal Trust.

13.4 In the event of disputes or audits regarding the cost of Eligible Silviculture Work,
generally accepted accounting principles and auditing standards as certified by a person or
firm licensed under The Public Accountancy Act, R.S.O. 1990, c. P.37 shall be used.

14.0 EFFECT OF TRANSFER, ASSIGNMENT, OR OTHER DISPOSITION
OF LICENCE ON FOREST RENEWAL TRUST
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14.1 Where the Company requests the written consent of the Minister to the transfer,
assignment, charge, or other disposition of this licence pursuant to section 35 of the
Crown Forest Sustainability Act, such request shall be in writing and shall be made at
least 30 days prior to the date of the proposed transfer, assignment, charge, or other
disposition of the licence.

14.2 In the event that the licence is transferred, assigned or otherwise disposed of, the
Company may claim any expenditures for Eligible Silvicultural Work incurred before the
transfer, assignment, or disposition against the Management Unit Account for the Licence
Area. The claim for such reimbursements shall be made within three (3) months of the
assignment, transfer, or termination of the licence. The balance of that Management Unit
Account shall be administered in accordance with the applicable trust agreement.
Payments to a new Licensee shall only be made for Eligible Silviculture Work performed
after the date that the Licence was assigned or transferred to that Licensee.

14.3  Unless otherwise provided for by the written consent of the Minister pursuant to section
35 of the Crown Forest Sustainability Act, the Company's obligation to fulfil
responsibilities described in paragraph 16.6 herein continue regardless of any transfer,
assignment, charge, or other disposition of this licence.

14.4 If the Company's obligation to pay forest renewal charges ceases, the share of the Trust
Assets attributable to the Management Unit Account for the Licence Area shall continue
to be held by the Trustee and be administered in accordance with the Forest Renewal
Trust Agreement.

14.5 Nothing in this licence shall affect the Crown's right to seek payment from the Company
in a court of competent jurisdiction for any monies received by the Company from the
Forest Renewal Trust for Eligible Silviculture Work not performed or which is
established to have been negligently performed.

15.0 EFFECT OF WITHDRAWAL OF AREA ON FOREST RENEWAL TRUST

15.1 If any land harvested after April 1, 1995 is withdrawn from the Licence Area, and forest
renewal charges have been paid for forest resources harvested on that withdrawn area, the
amount of such payment credited to the Management Unit Account for the Licence Area
less reimbursement for Eligible Silviculture Work on that harvested area shall be
determined by the Minister and the Company and shall be dealt with as follows:

(@) if the withdrawn area becomes part of another Management Unit for which a
Management Unit Account exists, it shall be credited to that Management Unit
Account;

(b) if, at the time of the withdrawal, the Crown indicates that Eligible Silviculture Work
will not be implemented on the harvested areas within the withdrawn area, it shall
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continue to be credited to the Management Unit Account for the Licence Area to be
used for Eligible Silviculture Work on the remaining Licence Area; and,

(c) if the withdrawn area does not become part of another Management Unit for which
a Management Unit Account exists, but the Crown indicates that Eligible
Silviculture Work will be implemented on the withdrawn area, it shall be paid out
as requested by the Crown for Eligible Silviculture Work undertaken on the
withdrawn area.

15.2 The Company's responsibility to conduct Eligible Silviculture Work on or to meet
silvicultural standards for a withdrawn area ceases as of the date that area is withdrawn.

16.0 SILVICULTURAL STANDARDS

16.1 For the purpose of this paragraph, lands within the Licence Area can be classified as
follows:

Class A Lands:

1) Areas harvested on the former Highrock Forest prior to April 1, 1994 on which no
Eligible Silviculture Work has been initiated nor would have been initiated on those
areas prior to April 1, 1994 due to a lack of silviculture funding provided by the
Minister for the Licence Area

il) Areas harvested on the former Highrock Forest prior to April 1, 1994 on which no
Eligible Silviculture Work has been initiated nor would have been initiated on those
areas prior to April 1, 1994 due to the area having been reported as untreatable in
Table 6.1 prescribed by the Forest Management Planning Manual (Annual Report of
Depletion by Area).

iii)Areas harvested on the former Highrock Forest prior to April 1, 1994 on which no
Eligible Silviculture Work has been initiated nor would have been initiated on those
areas prior to April 1, 1994 due to the silvicultural prescription having been planned
natural regeneration for which reimbursement was not and will not be sought.

iv)Areas harvested on the former Highrock Forest prior to April 1, 1994 on which
Eligible Silviculture Work has been performed, but the Company and the designated
Crown representative for the Licence Area have agreed that the Company is not
responsible for meeting the silvicultural standards described in paragraph 16.6 due to
special circumstances.

Class B Lands:

All areas harvested on the former Highrock Forest both prior to and after April 1, 1994,
save and except those areas described as falling within Class A.
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Class X Lands:
Areas harvested on the former Fort Frances-Flanders Forest on or after April 1, 1995.
Class Y Lands:

Areas harvested on the former Fort Frances-Flanders Forest prior to April 1, 1995 on
which Eligible Silviculture Work has been initiated using funds made available to the
Licence Area from either the Special Purpose Account or the Forest Renewal Trust.

Class Z Lands:

Areas harvested on the former Fort Frances-Flanders Forest prior to April 1, 1995 on
which no Eligible Silviculture Work has been initiated using funds made available to the
Licence Area from either the Special Purpose Account or the Forest Renewal Trust, but
on which a tending treatment may be required to bring the area to free-to-grow status.

For the purpose of this paragraph, areas are deemed to have been harvested in the fiscal
year for which their harvest depletion was recorded in the Forest Management Plan
annual reports.

16.2 Except as provided in paragraphs 16.5, and 16.9 herein, the Company shall meet the
silvicultural standards described in paragraph 16.6 herein, on all Class B, Class X and
Class Y Lands regardless of who harvested a specific area or who performed or is to
perform Eligible Silviculture Work. The Company's obligation to meet these silvicultural
standards is not diminished where Eligible Silviculture Work is performed by an
Overlapping Licensee or by a contractor retained by the Company.

16.3 The company shall carry out tending treatments on Class Z Lands as required by the
Minister in consultation with the Company, but the Company shall not be responsible for
meeting the silvicultural standards described in paragraph 16.6 herein on Class Z Lands.

16.4 The lands falling into Class A, Class Y and Class Z must be mapped and documented to
the satisfaction of the Minister and the Company. A copy of that map(s), initialled by
both the Minister and the Company, shall reside with the Company and the Minister for
the purpose of enforcing the terms of this licence.

16.5 Neither the Company nor the Minister will have renewal obligations in relation to lands
which are not described in paragraph 16.1 herein.

16.6 The Company will implement the necessary silvicultural prescriptions on lands described
in paragraph 16.2 herein so as to meet the silvicultural standards described in the
approved Forest Management Plan for the Crossroute Forest when the silvicultural
prescriptions were made, or in accordance with any amendment of that standard.
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16.7 The Company shall meet the silvicultural standards described in paragraph 16.6 herein
regardless of the balance in the Management Unit Account for the Licence Area at any
given time, or the amount of transitional funding available to the Company in any one
year or in total.

16.8 The Company shall assess and report on, in accordance with the Forest Operations and
Silvicultural Manual, the Forest Information Manual, and the Forest Management
Planning Manual, the achievement of its regeneration efforts to ensure the obligations and
standards outlined in paragraph 16.6 are met.

16.9 The obligation to meet the silviculture standards and prescriptions described in
paragraphs 16.6 and 16.8 herein may be varied or waived in writing by the Minister in
circumstances deemed appropriate by the Minister such as the renewal of areas set aside
for experimental studies or for the purpose of tree improvement.

17.0 TERMINATION OF FOREST RENEWAL TRUST

17.1 If the Forest Renewal Trust is terminated, the Trust Assets paid to the Crown by the
Trustee upon such termination shall be used to pay for Eligible Silviculture Work on the
Licence Area as if the Forest Renewal Trust was still in effect until the value of the
Management Unit Account for the Licence Area is completely dissipated.

18.0 CONSTRUCTION LIENS

18.1 If a lien claimant under the Construction Lien Act, R.S.0. 1990, Chapter C.30 that has
performed Eligible Silviculture Work on the Licence Area, or has supplied services or
materials in relation thereto, serves a notice of lien in accordance with that Act in relation
to such Eligible Silviculture Work, the Minister shall not make any payment to that lien
claimant directly or into court relating to that claim without the Minister first giving the
Company reasonable notice of his/her intention to do so.

19.0 HERBICIDES

19.1 If the government of Ontario or Canada disallows or restricts the use of herbicides which
are registered for forestry use in Canada, or such herbicides cease being registered for
such use, and such disallowance or lack of registration adversely affects the Company's
ability to meet the silvicultural standards described in paragraph 16.6 herein, the
Company's obligations to meet those standards or the standards themselves will be
reasonably amended in accordance with the amendment process for Forest Management
Plans.

20.0 ABORIGINAL OPPORTUNITIES
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20.1 The Company shall work co-operatively with the Minister and local Aboriginal
communities in order to identify and implement ways of achieving a more equal
participation by Aboriginal communities in the benefits provided through forest
management planning.

21.0 COMPLIANCE PLANNING AND MONITORING

21.1 The Company shall prepare a forest compliance plan which describes the proposed
planning, monitoring, reporting and education/prevention activities to be undertaken by
the Company and any Overlapping Licensees which have been granted approval by the
Ministry of Natural Resources to directly assume compliance responsibilities on the
Forest.

21.2  The compliance plan will describe the responsibilities of the Company and Overlapping
Licensees with respect to ensuring compliance with the Forest Management Plan, the
Annual Work Schedule, and all applicable legislation, regulations and manuals and
guidelines affecting those operations. The forest compliance plan shall be prepared in
accordance with standards established by the Minister, in consultation with
representatives of Ontario's forest industry.

21.3 The forest compliance plan prepared by the Company requires the approval of the
Minister or delegate, before forest operations may commence.

21.4  The compliance plan will include an annual assessment of compliance and a schedule of
all monitoring activities (inspection and reporting) for the Licence Area, including a
distinct schedule for each Overlapping Licensee having compliance responsibilities.

21.5 The Company and those Overlapping Licensees referred to in paragraph 21.1 are
responsible for establishing and delivering internal prevention/education programs and
for providing individual staff training to competency standards approved by the Ministry
of Natural Resources. The compliance plan must describe the internal
prevention/education program responsibilities of the Company and applicable
Overlapping Licensees.

21.6 The Company and those Overlapping Licensees referred to in paragraph 21.1 must
conduct inspections of forest operations, provide inspection reports to the Ministry of
Natural Resources and otherwise comply with the requirements of the approved forest
compliance plan. Overlapping Licensees which have been granted the inspection and
reporting responsibility will provide such information directly to the Ministry in
accordance with the compliance plan and Ministry standards for reporting.

22.0 FORESTRY OPERATIONS ON MINING CLAIMS
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22.1 Throughout the Licence area land may be staked or leased for mining potential. Should
the Company undertake forestry activities on any mining leases or claims, the Company
will assume full responsibility for all forestry activities on these areas and will hold the
Minister free from any damages from Company activities.

22.2  Following receipt of a Company prepared Annual Work Schedule, the Minister will
advise all recorded and patented claim holders located within the proposed operating area
of the Company's intent. Claim holders will be instructed to address their concerns to the
Company within thirty days. The Company will in turn be available to discuss stated
concerns or conflicts with the claim holders.

22.3  Subject to the Minister complying with the Freedom of Information and Protection of
Privacy Act, the Minister will advise the Company of any known, new or existing
activities within the Licence Area authorized by the Minister pursuant to the Public Lands
Act.

23.0 MISCELLANEOUS

23.1 The Company will abide by the business plans for the former Fort Frances and Flanders
Forests for the Company dated June 5", 1997, approved by the Minister on June 5™,
1997, or any amendments thereto which have been approved in writing by the Minister.

23.2  Appendix “F” attached hereto shall form part of this licence and the Company shall
comply with the conditions set out in Appendix “F”.
24.0 GENERAL

24.1 The headings in this licence are inserted for convenience of reference only and shall not
be used to construe the licence.

24.2 The Minister may amend this licence pursuant to section 34 of the Crown Forest
Sustainability Act.

24.3  Unless as otherwise expressly provided herein, this licence shall not be interpreted as in
any way limiting the authority conferred upon the Minister by statue or regulation to
manage the Licence Area and the resources thereon, including authority regarding forest
resource licences under the Crown Forest Sustainability Act and the regulations thereto.

24.4  The failure of the Minister to insist in one or more instances upon the performance by the
Company of any term or condition of this licence or the management documents shall not
be construed as a waiver of the future performance of any such term or condition and the
obligation of the Company with respect to such future performance shall continue in full
force and effect.

Page 20 of 38



AGENDA ITEM #2.1
19

245 (1) Where any notice is required to be given under this licence or the management
documents, such notice shall be given in writing and shall be personally served,
mailed by prepaid registered post addressed, or sent by facsimile to the addresses set
out below, unless an alternative address has been provided in writing.

@) in the case of notice to the Minister, to the

Minister of Natural Resources

99 Wellesley Street West

Whitney Block, Room 6630
Toronto, ON M7A IW3

Facsimile Number (416) 325-1564

and

(b) in the case of notice to the Company, to

Forestry Manager

Resolute FP Canada Inc.

Thunder Bay Woodlands Operations
2001 Neebing Avenue

Thunder Bay, ON P7E 6S3
Facsimile Number: (807) 473-2822

(2) Any notice mailed in accordance with subparagraph 1 shall be deemed to have been
received on the fifth day next following the day it is mailed at any post office.

This Licence has been executed and delivered by the Minister of Natural Resources this 25th
day of April, 2013.

Original Signed by the Honourable David Orazietti
MINISTER OF NATURAL RESOURCES
FOR THE PROVINCE OF ONTARIO
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APPENDIX "A"

LEGAL DESCRIPTION OF LICENCE AREA

All that parcel or tract of land in the Territorial Districts of Rainy River and Kenora as identified
on the map dated the 13th of July 2012, prepared by the Ministry of Natural Resources, a print of
which said map is attached and forms part of this Appendix.

Saving and excepting thereout and therefrom all those lands which have been alienated from the

Crown, Ontario and all areas identified as First Nations, other Federal land, parks and
Conservation Reserves as shown for illustration purposes on the attached map.
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APPENDIX "B"

Procedure for the Periodic Review
of a Company's Obligations With Respect to a
Sustainable Forest Licence

@) An independent review team will conduct a review of the Company's compliance with the
terms and conditions of this licence for the period April 1, 2002 to March 31, 2007 and
every five-year period thereafter.

(b) The Minister will appoint a review team of no less than three persons, one of whom must
be a professional forester as defined in the Crown Forest Sustainability Act. The review
team will possess qualifications and experience in at least the following areas:

1) business management science, and evaluation,

i) recent and relevant experience in forest management planning and operations in
forest ecosystems similar to that in which the audit is being conducted

iii)  biology with specialization in terrestrial ecosystems.

(©) Prior to the formalization of the review team, the Company shall be given the opportunity
to identify to the Minister any material conflict of interest that a review team member
may have in relation to the Company. Where the Minister is satisfied that such material
conflict may exist, the Minister may replace that review team member.

(d) The Minister will issue the review team with terms of reference that require the review
team to review, at a minimum, the performance of the Company in respect of its
obligations on the Crossroute Forest as described in the following paragraphs of this
licence:

41.42,43,44,6.1,6.2,6.3,6.6,6.7,6.8, 7.1, 7.2, 9.4, 9,5, 9.6, 10.1, 10.3, 10.4, 10.5,
11.1,11.4,12.3,125, 12.6, 13.1, 16.2, 16.6, 16.8, 16.9, 20.1, 21.1, 21.2 and 21.3.

(e) The review team will select and inspect harvest cuts, silvicultural projects and road
construction projects which are typical of the techniques employed on the management
unit for conformity with the approved Forest Management Plans and the field application
of implementation manuals and silvicultural ground rules, and the records that support
them.

()] The review team will consult with management staff of the Company to identify and

address problem areas or concerns on the part of the Company with respect to this
licence, its administration and the working relationship with Ministry staff.
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The review team will consult with district Ministry staff to identify and address problem
areas or concerns on the part of the Ministry with respect to this licence, its
administration and the working relationship with the Company's staff.

The review team will consult with the public and the Local Citizens Committee for the
Crossroute Forest to identify and address problem areas or concerns on the part of the
public or that committee with respect to the Company's performance in the preparation
and implementation of the Forest Management Plan for the management unit.

The review team will:

1) prepare a written report setting out both positive and negative observations, together
with conclusions and recommendations resulting from the review;

i) publish its report no later than four months after the initiation of the review;
iii)  submit the report to the Minister; and

iv) recommend to the Minister whether the term of this licence should be extended for
five years.

After the review team submits its report to the Minister, the Company will have an
opportunity to review the review team's report, and to provide its response thereto to the
Minister. The Company's response shall be provided to the Minister in writing within 30
days of the review report being provided to the Company.

After receipt by the Minister of the Company's response to the report of the review team
or the expiration of the 30 day period for providing such response, the Minister shall take
whatever action the Minister deems appropriate in relation to that report, and the
Company shall take such action as is prescribed by the Minister.
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LIST OF ELIGIBLE SILVICULTURE WORK FOR THE FOREST RENEWAL TRUST
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Cone Collection and Transport
Seed Extraction, Storage, Testing and Transport
Tree Improvement

Stock Purchase and Delivery
Bareroot
Container
Cuttings
Other

Tree Planting:
Bareroot
Container
Cuttings
Other

Seeding:
Direct
With Site Preparation
Scarification (for natural seeding)
Site Preparation:
Mechanical
Chemical'
Prescribed Burn
Tending:
Cleaning’
Spacing, Thinning? and Improvement (Evenaged)
Improvement (Unevenaged)
Tree Marking®
HARO
Modified Harvest Cutting

FTG/NSR surveys

Other Silvicultural Work as set out in writing by the Minister

NOTE:

Chemical site preparation and chemical cleaning costs should include the cost of chemical applied.
%Only pre-commercial thinning is Eligible Silviculture Work. Commercial thinning is not eligible.

*Boundary marking is not Eligible Silviculture Work.
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APPENDIX "D"

MINIMUM BALANCES

MANAGEMENT UNIT ACCOUNT

CROSSROUTE FOREST $ 4,143,400
(LICENCE NO. 542245)

NOTE:

Total
1. April 1, 1994 - March 31, 1995 $957,000
2. April 1, 1995 - March 31, 1996 $420,800
3. April 1, 1996 - March 31, 1997 $872,200
4. April 1, 1997 - March 31, 1998 $872,200
5. April 1, 1998 - March 31, 1999 $1,021,200
TOTAL TRANSITION FUNDING $4,143,400

Minimum balance is the balance as of March 31, 1999 and each March 31
thereafter. This balance equals the amount of the total transitional funding
paid to the Account by the Crown to ensure that there are adequate funds to
perform forest renewal on the unit. Where there are Subaccounts, the
minimum balance for the Management Unit Account will be the total
minimum balance required for all Subaccounts.
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APPENDIX "E"

WOOD SUPPLY COMMITMENTS

The Company shall comply with the following wood supply commitments on the Crossroute
Forest:

1) To make wood fibre available to Ainsworth GP Ltd. through a long term memorandum of
agreement in accordance and consistent with Supply Agreement 536238 dated December 5,
2005. The Company must enter into and execute the memorandum of agreement within six
months of the amendment of this licence for the inclusion of this condition. A copy of the
executed memorandum of agreement must be provided by the Company to the Ministry
upon request. The requirements for a memorandum of agreement are not applicable where
Ainsworth GP Ltd. is a shareholder in the Company.
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APPENDIX "F"

SPECIAL CONDITIONS

1) The Company shall provide opportunities, through memoranda of agreement, for the
operators identified in the Company’s business plan dated June 5", 1997 for the Fort Frances
and Flanders Forests and to the successors or assigns of those operators as approved by the
Minister, to conduct harvesting operations on the Crossroute Forest in accordance with an
approved Forest Management Plan. The harvest areas to be made available to these operators
will be determined through the forest management planning process and will be documented
in the Forest Management Plan for the Crossroute Forest.

This condition is intended to be consistent with the arrangement to provide opportunities to
the above mentioned traditional operators as outlined in the business plans submitted by
Abitibi-Consolidated Inc. and approved by the Ministry of Natural Resources in a letter dated
June 5, 1997.

A copy of the memoranda of agreement negotiated as a result of this condition must be
provided by the Company to the Ministry upon request.
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APPENDIX "G"

Purpose

Mechanism

Approval

OIC Date

AGENDA ITEM #2.1

Date Licence
Amended

Reference

Amalgamation of Fort Frances

with Flanders Order in Council OIC 1155/2001 May 9, 2001 June 1, 2001 FLANDE -1

Wording updated

Amalgamation of Fort

Fr_ances-FIanders W_|th Ministers N/A N/A June 18, 2002 CROSSR - 1

Highrock and wording Approval

updated

Withdrawal of OLL sites and

update wording, removal of Order in Council OIC 1089/2003 May 14, 2002 | May 21, 2003 CROSSR -2

Section 5

Updated Compliance clause Minister’s N/A N/A May 24, 2005 N/A
Approval

Appendix “E” revised, NAVI,

?JBZWZ@L?EE?;G?AD g5 | Order in Council 531/2006 March 1, 2006 | May5,2006 | CROSSR -3

map, Extension of term

Removal of OLL sites #2 Minister’s N/A N/A June 3, 2006 CROSSR - 4
Approval

Changes to Appendix “E” to

reflect supply to Manitou and Pending CROSSR -5

Nickel Lake Lumber

Update Appendix “E” to

reflect Atikokan Forest Amendment did not proceed CROSSR - 6

Products Supply Agreement

Removal of the Rainy River

First Nation reserve lands; .

P Minister’s .

update Appendix “E”; update April 25, 2013 CROSSR - 7

Approval

wording; name change from
AbiBow to Resolute
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111 Robert-Bourassa Blvd., Suite 5000
Montreal, Quebec, H3C 2M1 Canada
reso l’te T 514-875-2160 resolutefp.com

Forest Products

February 8, 2019

Mayor June Caul

Town of Fort Frances

320 Portage Avenue

Fort Frances, ON P9A 3PS

Dear Mayor Caul:

I am writing in response to your letter of February 6, 2019. First, | would like to thank you and Doug
for making yourselves available with short notice to participate on the call Tuesday evening with
Seth Kursman and me. We sincerely appreciate your willingness to discuss issues in an open and
transparent manner.

As we discussed, Resolute has signed a backstop agreement to transfer the Fort Frances mill
property to a community redeveloper. The agreement lays out the environmental remediation
required as well as a number of key technical steps to transition the property. The final transaction is
not expected to close until May at the earliest. Resolute signed the backstop agreement in order to
crystalize the terms we negotiated with this buyer and to secure their funding commitment, among
other things.

The buyer is a restorative development company, specializing in the integrated revitalization of
distressed industrial properties. They leverage public and private funding, investing in Jarge industrial
projects in North America. They have experience leading decommissioning, site recovery and
restorative site development, achieving important long-term gains for regional municipalities, public
and private investors, and various other partners they work with.

As we also reviewed during our call, Resolute recognizes the recent interest from certain market
participants, and we are therefore running a parallel process whereby other interested parties can
prepare binding offers for the assets by March 15, 2019. In order to receive information from
Resolute and participate in the process, prospective bidders will be required to sign a non-disclosure
agreement. We will make information available in a virtual data room and prospective bidders will
also be permitted a site visit.

Please be assured that our highest priority in our exit strategy is making sure that the site is handled
in accordance with ali applicable laws, including environmental, and at all levels, including municipal.

Again, thank you for your personal engagement since your election this past fall. A collaborative
working relationship is important as we move forward.

Best regards, ﬁ

Michael Martel
Vice President, Wood Products Operations - Ontario

cc: Doug Brown, Fort Frances Town Council
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D A V I E S 155 Wellington Street West Andrew Carlson
Toronto, ON M5V 3J7 Canada T 416.367.7437
F 416 863 0871
dwpv.com acarlson@dwpv.com
File 258321

February 11, 2019
WITH PREJUDICE
BY EMAIL

Mayor Caul (jcaul@fortfrances.ca)
Town of Fort Frances

Doug Brown, Chief Administrative Officer (dbrown@fortfrances.ca)
Town of Fort Frances

Lisa Slomke, Clerk (Islomke@fortfrances.ca)
Town of Fort Frances

Kathy Lawson, Deputy Clerk (klawson@fortfrances.ca)
Town of Fort Frances

Mayor and Members of Council of the Town of Fort Frances (town@fortfrances.ca)

Dear Sirs/Mesdames:

RE: False and Defamatory Resolution Regarding the Future of the Fort Frances Mill

We are the lawyers for Resolute FP Canada Inc. (“Resolute”), the owner of the Fort Frances pulp and
paper mill (the “Mill”). We are sending you this letter on a with prejudice basis, and fully intend to rely
on it in any legal proceedings.

It has come to our attention that the Council of the Town of Fort Frances (the “Council”) has already
broadly published and distributed a proposed resolution regarding the future of the Mill, including to
media, which resolution is to be tabled for consideration by the Council this evening (February 11,
2019). We have attached a copy of the resolution as Appendix A to this letter.

The resolution contains numerous false, misleading and defamatory statements concerning Resolute,
and the resolution’s publication to third parties constitutes actionable defamation on the part of the
Council and/or its members.

Of even greater concern, the resolution states on its face that, upon being passed, the Council intends

to further disseminate copies of it to a host of third parties, including the Premier of Ontario, the leaders
of Ontario’s opposition parties, the Minister of Natural Resources, the Member of Provincial Parliament

DAVIES WARD PHILLIPS & VINEBERG LLp
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DAVIES

for the region of Kenora-Rainy River, as well as “critics for natural resources” and “all Rainy River
District Municipal and First Nation councils and representative bodies”.

Each such publication would constitute a further instance of actionable defamation on the part of the
Council and/or its members.

Furthermore, the distribution of the letter may adversely affect Resolute’s contractual relationships
and/or economic interests with third parties and/or otherwise negatively impact the proposed sale of the
Mill.

Resolute reserves its rights to pursue any and all of its legal rights and remedies against the Council
and/or its members for any past or future publication of false and defamatory statements concerning
Resolute, and/or any more general interference with Resolute’s business.

We and our clients are open to a discussion to ensure that the Council and/or its members are properly
apprised of the facts concerning the Mill and its proposed sale, and we urge you to contact us.

Yours very truly,

DAVIES WARD PHILLIPS & VINEBERG LLP

ACA——

Andrew Carlson

AC/

cc Jacques Vachon
Stéphanie Leclaire
Martin Savoie

20f2
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RESOLUTION REGARDING THE FUTURE OF THE FORT FRANCES MILL

To be tabled for consideration by
Council of the Town of Fort Frances
on Monday, February 11, 2019

WHEREAS:

1. The Town of Fort Frances (“Fort Frances”) was founded in 1903 and has been the site of a
paper mill (the “Mill”) for over a century;

2. The current owner of the Mill is Resolute Forest Products (“Resolute™);

3. The Mill is an irreplaceable key economic asset of Fort Frances that has been jeopardized by
what appear to be dealings motivated by a desire to maintain control of the local wood supply or
to hinder new entrants to the forest industry;

4. The wood fibre from the Crossroute Forest (the “Crossroute”) is a publicly-owned resource that
has been designated to supply the Mill first and foremost, and this priority is clearly reflected in
the Sustainable Forest License (“SFL”") that was issued by the Ontario government to Resolute;

5. The Ontario Minister of Natural Resources (the “Minister”) has the authority to vary, amend, or
overlay the SFL so that another licensee is provided with access to wood fibre in the Crossroute,
but the Minister has not indicated whether he will do so to support a buyer who wishes to acquire
and operationalize the Mill;

6. Local forest resources should be sustainably managed to primarily support and create jobs and
economic prosperity for their surrounding communities — a commitment reflected in the SFL
policy regime and the successor Enhanced Sustainable Forest License (the “eSFL”") regime;

7. There is enough wood supply in the Crossroute and surrounding forests to support multiple,
operational facilities in the region;

8. Resolute idled and permanently closed the Mill in 2013 but continued to harvest wood from the
Crossroute for use at its other facilities, hundreds of kilometres from Fort Frances, including to
Resolute’s Thunder Bay mill — a clear inconsistency with the SFL;

9. Fort Frances understands that the reason two previous offers to purchase the Mill from Resolute
and operate it have failed has been due to the inability to negotiate access to a supply of wood
fibre;

10. The previous provincial government — including the then-Minister who was MPP for a riding
benefiting from the redirected Crossroute wood fibre — declined to assist Fort Frances and its
neighbouring communities to ensure that the Crossroute wood rights were prioritized for creating
local jobs in the Fort Frances area;

11. A new potential buyer (the “Buyer”) emerged in December 2018 with an interest in purchasing
and operating the Mill, with the potential to create over 700 jobs for the surrounding communities;
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The Buyer has engaged in discussions with Fort Frances and Rainy River District municipal and
First Nations community leaders on its plans for the Mill, including its intent to enter into
arrangements which economically empower area First Nations and facilitates their participation in
the Buyer’s business enterprise and related support services;

Fort Frances has been informed by the Buyer that Resolute has declined to engage in any
substantive negotiations with them and has put in place obstacles to the Buyer’s ability to secure
access to wood in the Crossroute, despite the clear provisions of the SFL favouring an operating
facility in Fort Frances;

Fort Frances has been informed that such obstacles have included requiring the Buyer to enter
into a non-disclosure agreement (an “NDA") which would prohibit the Buyer from communicating
with government officials — which is necessary to secure a wood supply and assess a number of
regulatory matters related to the Mill and its return to operation;

Resolute has recently informed Fort Frances that it now intends to open the future of the Mill to a
competitive bidding process, which closes in just over one month — on March 15, 2019;

Resolute has not indicated whether the NDA it will require of interested parties will prevent them
from communicating with government officials or collecting necessary information to inform their
bid;

On February 8, 2019, Resolute informed Fort Frances of its default intention to sell the Mill to a
“community redeveloper” — a company which would dismantle the Mill and Fort Frances’ key
economic asset;

Fort Frances believes that Resolute’s bidding process is designed to allow Resolute to reach an
outcome which will result in the demolition of the Mill, followed by a permanent reallocation of
rights to the Crossroute wood fibre to Resolute by default — and notably before the eSFL regime
comes into effect allowing greater community influence over the Crossroute;

Fort Frances believes that the “community redeveloper” in question is the same firm which has
purchased other shuttered industrial facilities in the province, and is actually a demolition
company;

Fort Frances has concerns about this community redeveloper’s record of successfully and fully
rehabilitating and remediating former industrial properties; and

Fort Frances is firmly committed to the principle that its forests are linked to its economic future,
and moreover:

A. Has lost confidence in Resolute to administer a fair process for the sale of the Mill or to
broker access to wood fibre in the Crossroute to a successful bidder, without the
intervention of the provincial government,

B. Is of the view that Resolute’s strategy, lobbying, and engagement with the Buyer have

not been aligned with the interests of Fort Frances or the public policy underlying the
Crossroute SFL,

Page 35 of 38



AGENDA ITEM #2.1

C. Believes that Resolute’s prior representations of any intent to sell the Mill to a new
operator have been insincere,

D. Believes that Resolute wishes to see the Mill demolished before Fort Frances and other
impacted communities have a voice in the imminent eSFL management regime for the
Crossroute, and

E. Believes that Resolute’s actions and behaviour in respect of the SFL have been an abuse
of dominance and are contrary to the intent of the SFL;

THEREFORE, BE IT RESOLVED THAT:
22. Fort Frances demands that Resolute:

A. Allow all bidders on the Mill the ability to engage in dialogue with government prior to
submitting their bid so that they can reasonably prepare for a successful acquisition of
the Mill,

B. Allow sufficient time for bids on the Mill to be prepared and submitted,

C. Inform Fort Frances, in confidence, of the identity of bidders so that Fort Frances may
engage in discussions with them and provide information that is responsive to the
bidders’ plans for the Mill properties, and

D. Comply with the terms of the SFL and engage in a process to provide access to wood
fibre in the Crossroute, reflecting such intention in any bid or tender package issued in

respect of the sale of the Mill;

23. Fort Frances calls on the Premier of Ontario and the Minister to use all measures within their
authority:

A. To ensure the Mill is open for business,

B. To provide access to fibre in the Crossroute to potential operators of the Mill, in keeping
with the text of the SFL, and

C. To support outcomes for the Mill which create jobs and prosperity in Fort Frances and
surrounding municipalities and First Nations; and

24. Fort Frances shall issue a copy of this resolution forthwith to Resolute, the Premier of Ontario, the
Minister, the Honourable Greg Rickford, MPP (Kenora-Rainy River), provincial Opposition
Leaders and critics for natural resources, and all Rainy River District municipal and First Nation
councils and representative bodies.
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AGENDA ITEM #3.1
E\bé TOWN OF FORT FRANCES
p
FORTFRANCES COUNCIL
BOUNDLESS

Session No. 007 Resolution No.
Moved by Dated: February 11,2019
Seconded by
WHEREAS:

1. The Town of Fort Frances ("Fort Frances") was founded in 1903 and has been the site of a paper mill (the
“Mill™) for over a century;

2. The current owner of the Mill is Resolute Forest Products (“Resolute”);

3. The Millis an irreplaceable key economic asset of Fort Frances that has been jeopardized by what appear to
be dealings motivated by a desire to maintain control of the local wood supply or to hinder new entrants to the
forest industry;

4. The wood fibre from the Crossroute Forest (the “Crossroute”) is a publicly-owned resource that has been
designated to supply the Mill first and foremost, and this priority is clearly reflected in the Sustainable Forest
License (“SFL") that was issued by the Ontario government to Resolute;

5. The Ontario Minister of Natural Resources (the “Minister”) has the authority to vary, amend, or overlay the
SFL so that another licensee is provided with access to wood fibre in the Crossroute, but the Minister has not
indicated whether he will do so to support a buyer who wishes to acquire and operationalize the Mill;

6. Local forest resources should be sustainably managed to primarily support and create jobs and economic
prosperity for their surrounding communities — a commitment reflected in the SFL policy regime and the
successor Enhanced Sustainable Forest License (the “eSFL") regime;

7. There is enough wood supply in the Crossroute and surrounding forests to support multiple, operational
facilities in the region;

8. Resolute idled and permanently closed the Mill in 2013 but continued to harvest wood from the Crossroute for
use at its other facilities, hundreds of kilometres from Fort Frances, including to Resolute’s Thunder Bay mill
— a clear inconsistency with the SFL;

9. Fort Frances understands that the reason two previous offers to purchase the Mill from Resolute and operate
it have failed has been due to the inability to negotiate access to a supply of wood fibre;

10. The previous provincial government — including the then-Minister who was MPP for a riding benefiting from
the redirected Crossroute wood fibre — declined to assist Fort Frances and its neighbouring communities to
ensure that the Crossroute wood rights were prioritized for creating local jobs in the Fort Frances area;

11. A new potential buyer (the “Buyer”) emerged in December 2018 with an interest in purchasing and operating
the Mill, with the potential to create over 700 jobs for the surrounding communities;

12. The Buyer has engaged in discussions with Fort Frances and Rainy River District municipal and First Nations
community leaders on its plans for the Mill, including its intent to enter into arrangements which economically
empower area First Nations and facilitates their participation in the Buyer's business enterprise and related
support services;

13. Fort Frances has been informed by the Buyer that Resolute has declined to engage in any substantive
negotiations with them and has put in place obstacles to the Buyer's ability to secure access to wood in the
Crossroute, despite the clear provisions of the SFL favouring an operating facility in Fort Frances;

14. Fort Frances has been informed that such obstacles have included requiring the Buyer to enter into a non-
disclosure agreement (an “NDA") which would prohibit the Buyer from communicating with government
officials — which is necessary to secure a wood supply and assess a number of regulatory matters related to
the Mill and its return to operation;

15. Resolute has recently informed Fort Frances that it now intends to open the future of the Mill to a competitive
bidding process, which closes in just over one month — on March 15, 2019;

16. Resolute has not indicated whether the NDA it will require of interested parties will prevent them from
communicating with government officials or collecting necessary information to inform their bid,;

17. On February 8, 2019, Resolute informed Fort Frances of its default intention to sell the Mill to a “community
redeveloper” — a company which would dismantle the Mill and Fort Frances’ key economic asset;
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18. Fort Frances believes that Resolute’s bidding process is designed to allow Resolute to reach an outcome

which will result in the demolition of the Mill, followed by a permanent reallocation of rights to the Crossroute
wood fibre to Resolute by default — and notably before the ESFL regime comes into effect allowing greater
community influence over the Crossroute;

19. Fort Frances believes that the “community redeveloper” in question is the same firm which has purchased
other shuttered industrial facilities in the province, and is actually a demolition company;

20. Fort Frances has concerns about this community redeveloper’s record of successfully and fully rehabilitating
and remediating former industrial properties; and

21. Fort Frances is firmly committed to the principle that its forests are linked to its economic future, and
moreover:

A. Has lost confidence in Resolute to administer a fair process for the sale of the Mill or to broker access to
wood fibre in the Crossroute to a successful bidder, without the intervention of the provincial government,

B. Is of the view that Resolute’s strategy, lobbying, and engagement with the Buyer have not been aligned
with the interests of Fort Frances or the public policy underlying the Crossroute SFL,

C. Believes that Resolute’s prior representations of any intent to sell the Mill to a new operator have been
insincere,

D. Believes that Resolute wishes to see the Mill demolished before Fort Frances and other impacted
communities have a voice in the imminent ESFL management regime for the Crossroute, and

E. Believes that Resolute’s actions and behaviour in respect of the SFL have been an abuse of dominance
and are contrary to the intent of the SFL;

THEREFORE, BE IT RESOLVED THAT:

22. Fort Frances demands that Resolute:

A. Allow all bidders on the Mill the ability to engage in dialogue with government prior to submitting their H
so that they can reasonably prepare for a successful acquisition of the Mill,

B. Allow sufficient time for bids on the Mill to be prepared and submitted,

C. Inform Fort Frances, in confidence, of the identity of bidders so that Fort Frances may engage in
discussions with them and provide information that is responsive to the bidders’ plans for the Mill
properties, and

D. Comply with the terms of the SFL and engage in a process to provide access to wood fibre in the
Crossroute, reflecting such intention in any bid or tender package issued in respect of the sale of the Mill;

23. Fort Frances calls on the Premier of Ontario and the Minister to use all measures within their authority:
A. To ensure the Mill is open for business,

B. To provide access to fibre in the Crossroute to potential operators of the Mill, in keeping with the text of
the SFL, and

C. To support outcomes for the Mill which create jobs and prosperity in Fort Frances and surrounding
municipalities and First Nations; and

24. Fort Frances shall issue a copy of this resolution forthwith to Resolute, the Premier of Ontario, the Minister, the
Honourable Greg Rickford, MPP (Kenora-Rainy River), provincial Opposition Leaders and critics for natural
resources, and all Rainy River District municipal and First Nation councils and representative bodies.

Yea Nay Disclosure of Interest
M. Behan
W. Brunetta —
[0  CARRIED
1. Caul
A. Hallikas [0  DEFEATED
D. Judson
MAYOR or DEPUTY MAYOR
J. McTaggart
R. Wicdenhoeft
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