BC/ALCAN 1997 AGREEMENT

This Agreement is made the 5th day of August, 1997,

BETWEEN:

HER MAJESTY THE QUEEN IN RIGHT OF THE _
PROVINCE OF BRITISH COLUMBIA, represented by
the Minister of Education, Skills and Training

(“Province”™)
OF THE FIRST PART

ALCAN ALUMINIUM LIMITED

(GCA‘lcanﬁ’)
OF THE SECOND PART.

WHEREAS the Province and Alcan wish to resolve all issues arising in connection with the
action commenced by Alcan against the Province in the Supreme Court of British Columbia,
Vancouver Registry (Action No. C970386).

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in consideration of the premises
and of the covenants and agreements hereinafter set forth (the receipt and sufficiency of which is
acknowledged by each of the parties) the parties covenant and agree that:

1. D‘efipiﬁons and Interpretation

1.1 Words and phrases defined in Schedule 1 and used in this Agreement have the meanings
given in Schedule 1. Words and phrases used in a Schedule and defined therein have, for the
purpose of the Schedule, the meanings given therein.

1.2 Rules of interpretation set out in Schedule 1 apply to this Agreement.
1.3 The following Schedules are attached to this Agreement:

1 Definitions and Interpretation

2A  Replacement Electricity Supply Agreement
2B LTEPA Memorandum

3A 1997 Amendment

3B Final Water Licence

3C ° Amended Permit

4 Nechako Environmental Enhancement Fund
5 Northern Development Fund
6 Mutual Release
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1.4 Schedule 1 - Definitions and Interpretation, Schedule 4 - Nechako Environmental
Enhancement Fund and Schedule 5 - Northern Development Fund form part hereof and the
remaining Schedules are attached hereto for reference purposes and are being entered into
pursuant hereto.

2. Power Agreements

2.1 Replacement Electricity Supply Agreement

Pursuant to and concurrently with the execution and delivery of this Agreement, the Province
and Alcan are entering into the Replacement Electricity Supply Agreement to provide Alcan, on
the terms and conditions therein set out, with a source of electric power to replace in part the
electric power Alcan would have generated from its Kemano Completion Project if Alcan had
completed that project.

2.2 LTEPA and LTEPA Memorandum

The Province for itself, and on behalf of BC Hydro, acknowledges that BC Hydro will abide, and
Alcan acknowledges that it will abide, by the LTEPA, including the LTEPA Memorandum.
Pursuant to and concurrently with the execution and delivery of this Agreement, BC Hydro and
Alcan are entering into the LTEPA Memorandum.

3. 1997 Amendment. Final Water Licence and Amended Permit

Pursuant to and concurrently with the execution and delivery of this Agreement, the Province
and Alcan are entering into the 1997 Amendment and the Province is issuing to Alcan the Final
Water Licence and Amended Permit.

4. Nechako Environmental Enhancement Fund

The parties agree to the arrangements relating to the Nechako Environmental Enhancement Fund
described in Schedule 4.

5. Northern Development Fund

The parties agree to the arrangements relating to the Northemn Development Fund described in
Schedule 5.

6. KCP Action

6.1 The consideration given by the Province under this Agreement, the Concurrent Agreements,
the Final Water Licence and the Amended Permit is, inter alia, for the release of the claim for
loss by Alcan in Action No. C970386 in accordance with this Agreement.

6.2 Concurrently with the execution and delivery of this Agreement, the parties are executing
and delivering the Mutual Release. In section 1 thereof, the Mutual Release contains a condition
that, if fulfilled, renders the Mutual Release void ab initio.
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6.3 The parties shall forthwith take appropriate steps to place the Action in abeyance. Alcan
shall have the right to continue the Action only if the Mutual Release is rendered void ab initio in
accordance with section 1 thereof, and, if it is not so rendered void ab initio, the Province shall
have the right to have the Action dismissed by consent without costs to either party and Alcan
hereby consents to such dismissal.

6.4 The parties agree that they will co-operate with each other and take all steps that may be
required to ensure that either Alcan is able to continue with the Action if it were to become
entitled to do so or the Action is dismissed by consent if Alcan were not entitled to do so, as the
case may be. -

6.5 This Agreement provides for the settlement of the Action, but nothing in this Agreement
constitutes, or may be relied upon by any party as, an admission of any liability, fact or legal
principle relative to the Action on the part of the Province or of Alcan.

7. Further Assurances

7.1 General

Each party will do all things necessary, within its lawful capacity, directly and indirectly, through
its subsidiaries, agents and representatives, to validate, make effective and give full force and
effect to this Agreement, and to implement the transactions contemplated by this Agreement.
The foregoing does not require the Province to do anything that would have the effect of fettering
the exercise of any statutory power.

7.2 Dispute Resolution

If at any time before January 1, 2012:

a) the Province, its agents, or any person acting under the authority of the Province
or its agents exercise any executive power or authority, whether or not
constituting a breach under the agreements and documents described in (i) to (iv)
below, which abrogates in whole or in part:

(D the 1950 Agreement, as amended,
(2)  the 1987 Settlement Agreement;
3) the LTEPA, or

6] this Agreement, any of the Concurrent Agreements, the Final Water
Licence or the Amended Permit,

excluding, however, for greater certainty, the exercise in good faith by the
Province, its agents or any person acting under the authority of the Province or its
agents, of any executive power or authority regarding any approval, including
without limitation the granting or failure to grant any regulatory approval, licence
or permit, required for the New Smelter; or
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b) an action or proceeding is brought by a third party not assisted or supported,
directly or indirectly, by Alcan or is brought by a regulatory or administrative
body on it own initiative that results in a-court or a regulatory or administrative
body making a final order, in respect of which all rights of review or appeal have
been exercised or exhausted or the time permitted therefor has expired, that the
Province or BC Hydro as applicable, lacked the authority to enter into or to carry
out their respective obligations under this Agreement, the Concurrent
Agreements, the Final Water Licence or the Amended Permit, provided that Alcan’
vigorously defends any such action or proceeding to the extent that it is lawfully
entitled to do so,

then, at the request of Alcan, Alcan and the Province shall negotiate promptly and in
good faith and endeavour to agree upon actions that may lawfully be taken by the
Province, or upon adjustments (the “Agreement Adjustments”) to this Agreement, the
Concurrent Agreements (other than the Mutual Release), the Final Water Licence or the
Amended Permit, or upon another basis of resolution as the parties may agree, that are
necessary to restore substantially the benefits thereunder that would have accrued to
Alcan if the action described in (a) above had not been taken or the order described in ()
above had not been made. If the parties are unable to agree upon appropriate lawful
actions by the Province, adjustments or other resolution within 90 days after Alcan’s
request to do so, then the settlement of the terms and conditions of the Agreement
Adjustments shall be referred to and finally resolved by arbitration administered by the
British Columbia International Commercial Arbitration Centre pursuant to its Rules. If at
the time that arbitration is commenced under this section the British Columbia
International Commercial Arbitration Centre or its successor, does not exist, or its Rules
do not provide for an administered arbitration, then that dispute shall be referred to and
finally resolved by arbitration under the Commercial Arbitration Act, as revised from
time to time. The number of arbitrators is 3 and the place of arbitration is Vancouver,
British Columbia. Notwithstanding the foregoing provisions of this section 7.2, nothing
in this section prevents or restricts in any manner whatsoever a party commencing and
continuing an action or proceeding against the other party for or in respect of any breach,
or failure to comply with, any provision of any of the agreements and documents
described in subparagraphs (a)(i) to (iv) above, except only that, in the case of the
exercise of any power or authority described in subparagraph (a) above that may
constitute a breach of, or failure to comply with, any agreement or document described in
subparagraphs (a)(i) to (iv) above, Alcan must elect either to exercise its rights under that
agreement or document or to exercise its rights under this section 7.2.

8. Status of L.egal Rights and Agreements

8.1 Confirmation of Agreements

The Province for itself, and as to the LTEPA on behalf of BC Hydro, and Alcan confirm that the
1950 Agreement, as amended, the 1987 Settlement Agreement and the LTEPA are in full force
and effect in accordance with their respective terms and conditions.
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8.2 Nanika Replacement

Alcan agrees that any rights which Alcan may have been granted pursuant to the letter of
September 2, 1987 from the Honourable Jack Davis, the then Minister of Energy, Mines and
Petroleum Resources, on behalf of the Province to Alcan and the letter of September 3, 1987
from Alcan to the Province in response with reference to a replacement of the rights Alcan gave
up under the 1987 Amendment to use water from the Nanika River are extinguished and of no
further force or effect.

9. Announcement of New Smelter/Restart of Idle Capacity

Upon execution and delivery of this Agreement, Alcan shall announce publicly its intention to
use all reasonable efforts, subject to market and economic conditions and force majeure, to
construct, itself or in association with others, the New Smelter at Kitimat, B.C., and its decision
to return any idle capacity at its existing smelter at Kitimat, B.C. to full capacity on a priority
basis relative to other idle aluminum smelting capacity controlled by Alcan, arid, in any event,
not later than January 1, 1998.

10. General

10.1 Governing Laws

This Agreement will be governed by and construed in accordance with the applicable laws of
Canada and of the Province of British Columbia.

10.2 Entire Agreement

This Agreement, the Concurrent Agreements, the Final Water Licence and the Amended Permit
are the entire agreement between the parties relative to the subject matter hereof.

10.3 Continuation of Agreement

Except as herein provided, this Agreement will continue in full force and effect for the duration
of the Final Water Licence, and of all further licences, permits and authorities issued or granted
to Alcan or its successors or permitted assigns. '

10.4 Amendment

This Agreement may be amended only by an instrument in writing signed by the parties or their
successors or permitted assigns.

10.5 Notices

All notices, requests and other communications required or permitted to be given under this
Agreement must be in writing and delivered by hand as follows:
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To Alcan:

Alcan Aluminium Limited
1188 Sherbrooke Street West
Montreal, Quebec, H3A 3G2
Attention: Chief Legal Officer

To the Province:

Deputy Attorney General
1001 Douglas Street
Victoria, British Columbia V8V 1X4

or to such other address as may be given by notice as aforesaid by the particular party, and will
be deemed to have been given on the date of delivery.

10.6 Non-Waiver

No waiver of any provision of this Agreement is enforceable unless in writing and no such
waiver will be deemed to, or will, constitute a waiver of any other provision of this Agreement,
nor will any such waiver constitute a continuing waiver, unless otherwise expressly provided

therein.
10.7 Jurisdiction

Subject to section 7.2 hereof, the courts of the Province of British Columbia, and courts to which
appeals therefrom may be taken, have exclusive jurisdiction in respect of any action, suit or
proceeding arising out of or relating to this Agreement, and the parties irrevocably and
unconditionally attorn to the jurisdiction of those courts in respect of any such action, suit or
proceeding. The foregoing does not affect any agreement to arbitrate contained in any
Concurrent Agreement.

10.8 Severability

If any part of this Agreement is declared or held invalid for any reason, that invalidity does not
affect the validity of the remainder which continues in full force and effect and must be
construed as if this Agreement had been executed without the invalid portion and it is hereby
declared the intention of the parties that this Agreement would have been executed without
reference to any portion which may, for any reason, be hereafter declared or held invalid.

10.9 Currency

All amounts of money stated herein are expressed in Canadian dollars unless.otherwise stated.

10.10 Time

Time is of the essence of this Agreement.
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10.11 Enurement/Assignment

This Agreement is binding upon and enures to the benefit of the Province and its permitted
assigns and is binding upon and enures to the benefit of Alcan and its successors and permitted
assigns. This Agreement may not be assigned by either party without the prior written consent of
the other party, which consent may be arbitrarily withheld. The foregoing does not apply to the
assignment of any Concurrent Agreement permitted in accordance with its terms.

IN WITNESS WHEREOF this Agreement has been executed and delivered by the parties on the

day and year first above written.

ionat -
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COLUMBIA, as represented by the Premier
of British Columbia and by the Minister
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Per: 4 :
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.

Minister of Education, Skills afd Training
and Minister responsible for the Industrial
Development Act

ALCAN AL LIMITED

Per: %/\’—‘ |

‘g?m%s Bougie, Pres}iént and Chief
ecutive Officer




SCHEDULE 1

DEFINITIONS AND INTERPRETATION

[Reference Section 1]

1. Definitions

“1950 Agreement” means the agreement made December 29, 1950 between the Province
and Alcan and includes:

(a) Conditional Water Licence No. 19847 issued December 29, 1950 as amended by
Amended Conditional Water Licence No. 19847 issued December 29, 1987;

(b)  Permit Authorizing the Occupation of Crown Land No. 3449 issued December 29,
1950 as amended by Amended Permit Authorizing the Occupation of Crown Land
No. 3449 issued December 29, 1987; and

(¢) any plans, descriptions and other documents that, under the terms of the
agreement as amended, are made part of it;

“1950 Agreement, as amended” means the 1950 Agreement as amended by the 1987
Amendment and the 1997 Amendment;

“1987 Amendment” means the agreement authorized by Order in Council 2572/87 and
made December 29, 1987 between the Province and Alcan;

“1987 Settlement Agreement” means the agreement entered into between Alcan, Her
Majesty the Queen in Right of Canada, and the Province, dated September 14,
1987;

“1997 Amendment” means the agreement authorized by Order in Council ©7Z7 and
made August 5, 1997 between the Province and Alcan amending the 1950
Agreement, as amended by the 1987 Amendment, a copy of which is attached as
Schedule 3A; ’

“Action” means the action commenced by Alcan against the Province in the Supreme
Court of British Columbia, Vancouver Registry (Action No. C970386);

“Alcan” means Alcan Aluminium Limited, a Canadian corporation (formerly named
“Aluminum Company of Canada, Limited”), and includes the successors and
permitted assigns of Alcan Aluminium Limited and any person claiming through
it or any of them;

“Amended Permit” means the Amended Permit issued to Alcan pursuant to the 1950
Agreement, as amended, a copy of which is attached as Schedule 3C;

“BC Hydro” means British Columbia Hydro and Power Authornity;
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“Concurrent Agreements” means the Replacement Electricity Supply Agreement, the
1997 Amendment, the LTEPA Memorandum, and the Mutual Release;

“Final Water Licence” means the Final Water Licence issued pursuant to the 1950
Agreement, as amended, a copy of which is attached as Schedule 3B;

“Kemano Completion Project” means the Works and proposed Works comprised in the
hydroelectric project with that name, including:

(a) the plans, descriptions and other documents pertaining to components of
that hydroelectric project that are filed with the Province by or on behalf
of Alcan; and

(b) the Works and proposed Works comprised in the Kenney Dam Release
Facility (as defined in the 1987 Settlement Agreement);

“LTEPA” means the Long Term Electricity Purchase Agreement between Alcan and BC
Hydro dated February 27, 1990;

“LTEPA Memorandum” means the memorandum of even date herewith entered into
between BC Hydro and Alcan under the LTEPA and pursuant to section 2.2 of
this Agreement, a copy of which is attached as Schedule 2B;

“Mutual Release” means the mutual release of even date herewith, a copy of which is
attached as Schedule 6;

“Nechako River” means the Nechako River in British Columbia and includes all streams
and lakes tributary thereto;

“New Smelter” means a new aluminium smelting facility of approximately 225,000
tonnes/annum to be announced by Alcan pursuant to section 9 of the Agreement
and as further defined in the Replacement Electricity Supply Agreement;

“Replacement Electricity Supply Agreement” means the agreement of even date
herewith entered into between the Province and Alcan pursuant to section 2.1 of
this Agreement, a copy of which is attached as Schedule 2A;

“Schedule” means a schedule to this Agreement;

“Water Release Facility” means a water release facility at or near the Kenney Dam that
may be proposed for development pursuant to Schedule 4.

2. Interpretation

Grammatical variations of any defined terms have similar meanings; words importing the
singular number include the plural and vice versa where the context requires; the division of this
Agreement into separate sections, subsections and Schedules, and the insertion of headings, are
for convenience of reference only and do not affect the interpretation of this Agreement.
References to a section within the agreement, or within a Schedule, mean a section of the
agreement or the Schedule, as the case may be, unless otherwise indicated.

-2
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SCHEDULE 2B

[Reference Section 2.2}

MEMORANDUM OF CONSENT AND AGREEMENT PURSUANT TO
THE LONG-TERM ELECTRICITY PURCEHASE AGREEMENT

Date: August 5, 1997

Parties: British Columbia Hydro and Power Authority (“BC Hydro”) and
Alcan Aluminium Limited (“Alcan’)

Reference:  Long-Term Electricity Purchase Agreement made as of February 27, 1990
(“Agreement”)

1. Definitions. Words and phrases defined in the Agreement and used in this
Memorandum have the meanings given in the Agreement, unless otherwise defined herein.
“North Coast Interconnect” means a point of delivery on BC Hydro’s System that is south or
west of its Skeena substation, at transmission voltage (above 69kV), including Alcan’s Kitimat
busbar. “COB” means the California Oregon Border (COB) Interconnect, being a point on the
interconnected transmission system in the United States where the high voltage AC transmission
lines of the Pacific Northwest interconnect with those of California at the California - Oregon
Border.

2. Agreement Confirmed. Pursuant to section 16.1 of the Agreement, the parties
confirm that the Effective Date of the Agreement is January 1, 1995, and that the Agreement is in
full force and effect in accordance with its terms and conditions. Each party will abide by the
Agreement, including this Memorandum.

3. Amount of Electricity Pursuant to section 6 of the Agreement, the parties
acknowledge and agree that each of them has fulfilled its respective obligations under the
Agreement to and including December 31, 1996. The parties further acknowledge and agree
that:

(a) the amount of electricity required to be purchased and sold under the Agreement
during 1997 is 140 AvMW; and

(b)  the amount of electricity required to be purchased and sold under the Agreement
from and after January 1, 1998 for the remaining term of the Agreement is 307
AvMW, subject to the exercise of recall rights thereunder.

-1-
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5. Alternate 167MW Arrangement. Pursuant to section 4 of the Agreement, BC Hydro

will consent to an arrangement (“Alternate 167 Arrangement”) under which 167 AVMW of
electricity required to be sold and delivered by Alcan under the Agreement, forming part of its
total obligation of 307 AvMW, may, at the request of Alcan, be supplied by another person
(“Alternate 167 Supplier”) to BC Hydro at either COB or the North Coast Interconnect , subject
to the following conditions:

(@

(®)

(©)

(d)

(e)

®

(2

(h)

Alcan shall prepare a list of qualified and reliable proposed -Alternate 167
Suppliers for review with, and approval by, BC Hydro and BC Hydro will not
unreasonably withhold, or delay by more than 5 business days, the approval of
any proposed Alternate 167 Supplier;

the Alternate 167 Supplier will be a person selected by Alcan from those on the
list approved under subparagraph (a); ‘

the Alternate 167 Arrangement shall take effect at any time on or after January 1,
1998, and shall continue for the duration of the term of the Agreement;

the Alternate 167 Arrangement may be made with no more than one Alternate 167
Supplier, unless otherwise agreed between BC Hydro and Alcan;

if requested by BC Hydro, the Alternate 167 Supplier shall agree in writing with
BC Hydro to be bound by the Agreement , subject to adjustments described in
section 7;

notwithstanding the Alternate 167 Arrangement, unless BC Hydro exercises its
right under subparagraph (h) below, Alcan shall continue to be liable for the full
and proper observance and performance from and after the date on which the
Alternate 167 Arrangement takes effect of all the obligations of Alcan and the
Alternate 167 Supplier under the Agreement, including the Alternate 167
Arrangement;

Alcan shall give BC Hydro not less than 30 days prior written notice of Alcan’s
intent to enter into the Alternate 167 Arrangement, including identification of the
proposed Alternate 167 Supplier and all terms and conditions of the proposed
Alternate 167 Arrangement;

BC Hydro, by written notice to Alcan given within 30 days after receipt of notice
from Alcan under paragraph (g) above, may elect to require, in lieu of the
Alternate 167 Arrangement, that Alcan’s obligation to sell and deliver, and BC
Hydro’s obligation to purchase and pay for, 307 AvMW of electricity under the
Agreement from and after the date of first delivery under the Alternate 167
Arrangement is reduced by an amount equal to 167 AvMW in consideration of the
payment, on the same terms as apply to the Alternate 167 Arrangement, by BC
Hydro to Alcan of an amount equal to the consideration that would have been
payable by the Alternate 167 Supplier to Alcan under the Alternate 167
Arrangement, plus CAD $100,000 to be applied to compensate and reimburse the

-2
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Alternate 167 Supplier in respect of costs incurred by it in relation to the bidding,
negotiation and settlement of the Alternate 167 Arrangement.

6. Alternate 140MW Arrangement. Pursuant to section 4 of the Agreement, BC Hydro
confirms that it will consent to an arrangement (“Alternate 140 Arrangement”) under which the
Point of Delivery of 140 AvMW of electricity required to be sold and delivered by Alcan under
the Agreement, forming part of its total obligation of 307 AvMW, will be changed to COB and
supplied by another person (“Alternate 140 Supplier”) to BC Hydro at COB during a period
commencing on a date (“140 Commencement Date”) specified by Alcan, but not earlier than
January 1, 2003, and expiring December 31, 2014, subject to the following conditions:

(@)

(b)

(©)

(D

(e)

®

Alcan shall prepare a list of qualified and reliable proposed Alternate 140
Suppliers for review with, and approval by, BC Hydro and BC Hydro will not
unreasonably withhold or delay by more than 5 business days the approval of any
proposed Alternate 140 Suppliers;

Alcan will solicit bids from proposed Alternate 140 Suppliers on the list approved
under sub-paragraph (a);

Alcan will give BC Hydro a copy of the request for bids, all addenda, and a copy
of any bid received that Alcan intends to accept;

the request for bids will require that, if requested by BC Hydro, the successful
bidder shall agree in writing with BC Hydro to be bound by the Agreement,
subject to adjustments desired in section 7;

not later than November 1, 1999, Alcan shall give BC Hydro written notice of its
intent either to:

€} reject all bids received; or
(i1) accept one bid, and specifying the bid that Alcan intends to accept;

if Alcan gives notice of its intent to reject all bids received, then Alcan shall
continue to sell and deliver, and BC Hydro shall continue to purchase and pay for,
140 AvMW of electricity at the North Coast Interconnect;

if Alcan gives notice of its intent to accept a bid, then BC Hydro, by written
notice to Alcan, given within 30 days after receipt of notice from Alcan, may elect
to require that Alcan decline the bid that it intends to accept, in which case
Alcan’s obligation to sell and deliver, and BC Hydro’s obligation to purchase and
pay for electricity under the Agreement from and after the 140 Commencement
Date is reduced by an amount equal to 140 AvMW of electricity and BC Hydro
shall pay to Alcan the amount that would have been payable to Alcan by the
successful bidder, according to the terms of payment that would have been
applicable to its bid, plus CADS$100,000 to be applied to compensate and
reimburse the successful bidder in respect of costs incurred by it in relation to
bidding on the 140 Alternate Arrangement;

3.
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(h)

notwithstanding any Alternate 140 Arrangement, unless BC Hydro exercises its
right under subparagraph (g) above, Alcan shall continue to be liable for the full
and proper observance and performance from and after the date on which the
Alternate 140 Arrangement that takes effect of all the obligations of Alcan and the
Alternate 140 Supplier under the Agreement, including the Alternate 140
Arrangement.

7. Adapted Provisions. The parties shall negotiate in good faith and resolve by written

agreement or failing agreement by arbitration under the Agreement adjustments necessary to the
Agreement to accommodate any Alternate 167 Arrangement -or Alternate 140 Arrangement,
(“Alternate Arrangement”) including without limitation, provisions to the effect that:

(@

(b)

(©)

(d)

(e)

the recall provisions of section 5.4 of the Agreement will not épply to electricity
supplied under an Alternate Arrangement;

the combined load factor of the total amount of electricity supplied under the
Agreement, including any Alternate Arrangement, and before and after any recall
rights are exercised under section 5.4 of the Agreement, will be 95%, as provided
for in section 3.2.2 of the Agreement;

the scheduling provisions under section 6 of the Agreement will apply to any
Alternate Arrangement;

the water rental reimbursement provisions under section 9.1 of the Agreement will
not apply to any electricity supplied under an Alternate Arrangement, or to any
electricity purchased by Alcan from any third party for supply under the

~ Agreement; and

the proportionate reduction provisions under section 11.6 of the Agreement will
not apply to any Alternate Arrangement.

8. BC Hydro Assignment. Pursuant to section 15.1 of the Agreement, Alcan confirms
1ts consent to any assignment by BC Hydro to another purchaser of the rights of BC Hydro to
purchase and pay for electricity, if any, to be delivered at COB, provided that BC Hydro gives
Alcan notice thereof and remains liable for the full and proper observance and performance from
and after the date on which the assignment takes effect of all the obligations of BC Hydro and the
assignee under the Agreement.
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9. Further Assurances. Pursuant to section 16.1 of the Agreement, each party shall
cooperate with the other and promptly take all such further action and do all such further things,
including settlement of further provisions, as may be necessary to permit the performance hereof.

ALCAN ALUMINIUM LIMITED BRITISH COLUMBIA HYDRO AND
POWER AUTHORITY
By: _ / By: ‘—Ml 2 Y %
Name: Shcaands SN =y Michael Costello, President

Office: R ™ A Criie2
X OTWNE c@(—‘\ceél
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SCHEDULE 2A

[Reference Section 2.1}

REPLACEMENT ELECTRICITY SUPPLY AGREEMENT

This Agreement made the 5th day of August, 1997,
BETWEEN:

HER MAJESTY THE QUEEN IN RIGHT OF THE
PROVINCE OF BRITISH COLUMBIA, represented by
the Minister of Education, Skills and Training

(“Province”)

OF THE FIRST PART

ALCAN ALUMINIUM LIMITED
(“Alcall”)
OF THE SECOND PART

WHEREAS the parties are entering into this Agreement pursuant to the provisions of section 2.1
of the BC/ALCAN 1997 AGREEMENT;

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in consideration
of the premises and for other good and valuable consideration, the receipt and sufficiency of
which 1s acknowledged by each of the parties, the parties agree that:

1. DEFINITIONS AND INTERPRETATION

1.1 Definitions. Words and phrases defined in this section 1.1 and used in this
Agreement have the meanings given in this section 1.1.

(a) “Adapted Terms” means, with respect to each Eligible Sale, the price payable
during the Substitution Period for electricity thereunder and all other terms and
conditions applicable thereto during that period, adapted in accordance with
section 7.2.2(d), so that such price, terms and conditions, when applied hereunder
during the Substitution Period, are no more nor less favourable to the economic
interests of the Province and BC Hydro than the price, terms and conditions of the
Eligible Sale, provided however that in no event may any Adapted Terms extend
the Supply Period beyond the date stated herein;

(b) “Alcan” means Alcan Aluminium Limited, a Canadian corporation (formerly
named “Aluminum Company of Canada, Limited”), and includes the successors
and, if this Agreement is assigned, its Permitted Assign;

-1-
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(©

(d)

(e
®
®

)

@

1)

k)

O

(m)

()

“Alcan’s System” means the electrical generation and transmission system
owned and operated by Alcan in British Columbia, and includes all modifications
thereto and repairs and replacements thereof;

“Applicable Factor” means, in each Year, .155, less, in the years 2003 to 2008
inclusive, the following:

Year

2003 -2005 ) 020
2006 : 015
2007 .010
2008 .005

“AvMW? means average annual megawatts of energy;
“Bank” means Royal Bank of Canada;

“Base Electricity” means up to 115 AvMW of electricity delivered to Alcan by
the Province under this Agreement;

“Base Electricity Price” means the price payable for Base Electricity delivered
hereunder, determined under section 7.2.1 or section 7.2.2, as applicable;

“BC/Alcan 1997 Agreement” means the agreement made the 5th day of August,
1997 between the Province and Alcan;

“BC Hydro” means British Columbia Hydro and Power Authority and its
SUCCESSOrS; :

“BC Hydro’s System” means the electrical generation, transmission and
distribution system owned and operated by BC Hydro in British Columbia, and
includes all modifications thereto and repairs and replacements thereof;

“Business Day” means any day other than Saturday, Sunday or a day that is
recognized in British Columbia as a national or provincial holiday;

“Designated Scheduling Representatives” means the person or persons
designated under section 4.2;

“Eligible Sale” means a sale of electricity meeting all the following conditions:
(1) the vendor of the electricity is the Province or any of its agenfs;

(i)  the electricity is being sold to the owner or operator of a primary
aluminum smelter operating in British Columbia for the purpose only of
operating that smelter and related facilities; and
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(0)

®)

@

®

)

®

(iii)  the sale is made under an agreement with a term exceeding 10 years,
inclusive of all renewals exercisable at the option of the purchaser, and
involving the delivery and purchase of more than 50 AVMW;

“Expert” means a person appointed in accordance with section 7.2.2(d) to
determine Adapted Terms;

“Force Majeure” means (i) acts of God, including without limitation earthquake,
landslide, windstorm, ice storm, lightning, volcanic eruption; (ii) interruptions of
generation or transmission service; (iii) strikes, shutdowns in anticipation of
strikes, lock-outs and other labour disturbances; (iv) acts or omissions of a
government or an agency or authority of government; (v) accidents, equipment
breakdown, electrical disturbances and imbalances; (vi) riots, acts of sabotage,
blockades, civil disobedience, fire, flood, wars, delays or interruptions in
transportation; (vii) Forced Outage; (viil) any court injunction or order, or any
other cause not reasonably anticipated or not within the control of the party
claiming force majeure (including, in the case of force majeure claimed by the
Province, a force majeure affecting BC Hydro), whether of the nature or subject
matter herein enumerated or not, but excluding:

(ix)  economic hardship or lack of financial means; and
(x) in the case of force majeure claithed by the Province or BC Hydro:

(A) acts or omissions of the govemment of British Columbia or an
agency or authority thereof; and

(B) a Single Contingency Outage.

“Forced Outage” means the occurrence of component failure or similar condition
which requires that a generating unit or other equivalent component, or both, be
removed from service, but does not include a Single Contingency Outage;

“Kemano Generating Station” means the hydroelectric generating station of
Alcan at Kemano, British Columbia, and includes all modifications thereto and
repairs and replacements thereof and all additional generating facilities made or
constructed from time to time for the purpose of generating electricity using water
held under Final Water Licence No. 102324, any amendment thereof or any
licence issued in substitution or replacement thereof;

“Kitimat Substation” means the electrical substation of Alcan at its smelter at
Kitimat, British Columbia; ' :

“LME Price” means, for each Month, the Canadian dollar equivalent, determined
in accordance with section 7.2.3, of the average for the Month of the “official” 3
months’ price per tonne for aluminum, 99.7% purity, announced daily by the
London Metals Exchange (“LME”) and expressed in U.S. dollars, as set by the
quotation committee of the LME after the end of the second session of the Ring
trading and published as bid and offer prices, provided that for the purpose of this
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Agreement the mid-point of the daily bid and offer prices will be taken, and
provided also that if for any reason the foregoing ceases to be determinable, the
Canadian dollar equivalent of the published price for aluminum that, of all
published prices then available, most closely reflects the equivalent of the
foregoing, as determined by written agreement between the parties, or failing
agreement by arbitration hereunder, will be used as the “LME Price”. For greater
certainty the parties acknowledge that the price per tonne for aluminum described
above is currently that price published on the Reuters Network under Reuters page
reference MTLE in the London Financial Times against the line title “AM
Official” on its commodities page report on prices;

(u) “Month” means a calendar month;

W) “MW?” means megawatt;

(w)  “MWh” means megawatt hour;

x) “MWHh/t” means megawatt hour per tonne;

) “Nechako River” means the Nechako River in British Columbia and includes all
streams and lakes tributary thereto;

@) “New Smelter” means a new alumisum smelting facility having a designed
annual production capacity of approximately 225,000 tonnes owned and/or
operated by Alcan alone or with others and located in Kitimat, British Columbia,
and includes all modifications thereto and repairs and replacements thereof;

(aa)  “Permitted Assign” means a person to whom this Agreement is assigned as
permitted under section 12.4;

(bb) “Point of Delivery” means the point where BC Hydro’s 287 KV transmission
line dead-ends on Alcan’s 287 KV switching station structure immediately east of
the road to the existing Kitimat smelter and south of Anderson Creek or such
other point of delivery as may be designated by written agreement between the
parties;

(cc)  “Powerex” means British Columbia Power Exchange Corporation and its
SUCCESSOTS;

(dd) “Prime Rate” means the prime rate of interest announced from time to time by
the Bank as a reference rate used by it for the purpose of determining rates of
interest charged by it to commercial borrowers for Canadian dollar loans;

(ee) “Province” means Her Majesty the Queen in Right of the Province of British
Columbia or, if this Agreement is assigned, its Permitted Assign;

(ffy ~ “Prudent Utility Practices” means any of the practices, methods and acts
engaged in or approved by a significant portion of the electric utility industry
during the relevant time period, or any of the practices, methods and acts which in
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the exercise of reasonable judgment in light of the facts known at the time the
decision was made, could have been expected to accomplish the desired result at a
reasonable cost consistent with good business practices, reliability, safety and
expedition. Prudent Utility Practices are not intended to be limited to the
optimum practices, methods, or acts to the exclusion of all others, but rather to be
acceptable practices, methods, or acts generally accepted in the Western Systems
Coordinating Council region.

(gg) “Replacement Electricity” means Base Electricity and Supplementary
Electricity as required for the operations of the Smelting Facilities after utilization
of all electricity generated by the Kemano Generating Station after allowance for
station service, Kemano township service and transmission losses;

(hh) “Single Contingency Outage™ means an outage, exceeding one hour in duration,
of BC Hydro’s System that has the effect of preventing, hindering or delaying the
Province in delivering or providing Replacement Electricity in accordance with
this Agreement and that would not have had that effect if BC Hydro’s supply to
Alcan were designed and constructed to a double contingency standard according
to Prudent Utility Practices, but for greater certainty excludes an outage caused by
Alcan or by the manner in which Alcan’s System is operated and maintained that
would have caused the outage even if BC Hydro’s supply to Alcan had been
designed and constructed to a double coptingency standard.

(i)  “Smelting Facilities” means the existing aluminum smelting facilities at Kitimat,
B.C., and includes all modifications thereto and repairs and replacements thereof,
and when constructed, the New Smelter;

an “Start-Up of the New Smelter” means the date of initial operation of the New

" Smelter at a load level which requires delivery hereunder of all or part of the Base

Electricity to the Smelting Facilities in addition to utilization of all electricity
generated at the Kemano Generating Station;

(kk)  “Substitution Period” means the period commencing on the later of:

) the date of commencement of delivery of electricity under the Eligible
Sale, or

(i1) the Supply Commencement Date,
until the earlier of:
(ii1)  termination of the Eligible Sale; or

(iv)  the date when Alcan has again exercised its right in respect of a
subsequent Eligible Sale and the Substitution Period applicable thereto has
commenced; or

) the expiration of the Supply Period;
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(1)  “Supplementary Electricity” means electricity supplied as part of the firming
services provided by the Province through BC Hydro, as agent for the Province, to
Alcan, which is designed to increase Alcan’s firm energy at Kitimat by 60
AvMW;

(mm) “Supplementary Electricity Price” means the price payable by Alcan to the
Province for Supplementary Electricity pursuant to section 7.3;

(nmn)  “Supply Commencement Date” means a date speciﬁed by Alcan under section
5, but to be not earlier than January 1, 2003.

(00) “Supply Period” means the period from and including the Supply
Commencement Date to and including the earlier of (i) December 31, 2023 and
(i1) the date when this Agreement is terminated;

(pp) “System” shall include all water storage, hydraulic, electrical generation,
transmission and distribution facilities comprising either Alcan’s System or BC
Hydro’s System, as the context requires, and “Systems” means both Alcan’s
System and BC Hydro’s System,;

(q@) “t” or “tonne” means a metric tonne;

(r)  “Year” means a calendar year. -
1.2 Interpretation. Grammatical variations of any defined terms have similar

meaning; words importing the singular number include the plural and vice versa where the
context requires; the division of this Agreement into separate sections, and subsections, and the
insertion of headings, are for convenience of reference only and do not affect the interpretation of
this Agreement. Words and phrases having well known trade or technical meanings will be
given those meanings, unless otherwise defined herein.

2. GENERAL OBLIGATIONS
2.1 Supply. Subject to the terms and conditions of this Agreement, the Province shall

supply Replacement Electricity, which the Province assures Alcan as being continuously
available to Alcan to meet its load requirements for the Smelting Facilities, after giving effect to
the provisions of section 2.6. The Province is not obliged to supply Replacement Electricity
until Start-Up of the New Smelter occurs. The Province confirms its appointment of BC Hydro
as agent of the Province for the purpose of administering the performance of this Agreement by
the Province. The Province may change its agent for this purpose with Alcan’s written approval,
such approval not to be withheld or delayed unreasonably.

2.2 Specification. Replacement Electricity shall be in the form of 3 phase alternating
current at a nominal frequency of 60 Hertz and at a nominal voltage of 287 kV. The voltage
variation at the Point of Delivery shall be not more than 10% from the nominal voltage, except
during contingency or emergency conditions.
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23 Protective and Control Equipment. Alcan shall install, repair and maintain, at
its cost, on the Alcan System protective and control equipment required in the reasonable opinion
of BC Hydro and in accordance with Prudent Utility Practices.

24 Point of Delivery. Subject to this Agreement, the Province shall make the
Replacement Electricity available to Alcan at the Point of Delivery.

25 - Title and Risk. Title to and risk of loss in respect of the Replacement Electricity
shall pass from the Province to Alcan at the Point of Delivery.

2.6 Use of Replacement Electricity. Alcan agrees that throughout the Supply
Period:

(a) - Alcan shall use all electricity generated at the Kemano Generating Station to meet
the requirements of the Smelting Facilities prior to using any Base Electricity;

(b) Alcan shall use the full amount of the Base Electricity to meet the requirements of
the Smelting Facilities before using any of the Supplementary Electricity;

(c) Alcan shall use the full amount of the Base Electricity to meet the requirements of
the Smelting Facilities before using electricity obtained from any third party; and

(d) Alcan shall use the Replacement Electsicity only to meet the requirements of the
Smelting Facilities, and Alcan shall not sell, exchange or otherwise market any of
the Replacement Electricity, without the prior written consent of the Province,
which consent may be withheld arbitrarily and in the sole discretion of the
Province.

2.7 Other Agreements. Alcan warrants that from and after the Supply
Commencement Date it will not be bound by any agreement or commitment for the delivery of
~ electricity generated at the Kemano Generating Station to any other person during the Supply
Period that contravenes Alcan’s obligations under section 2.6.

3. BASE ELECTRICITY

Subject to the terms of this Agreement, commencing on the Supply
Commencement Date, and thereafter during the Supply Period, the Province shall make available
for sale and delivery to Alcan, and, as Alcan requires, shall sell and deliver in accordance with
Prudent Utility Practices, and Alcan shall purchase, accept delivery of and pay for, the Base
Electricity at delivery rates not exceeding 115 MW and in consideration of payment of the
amount determined under section 7.2. Nothing in this Agreement obliges Alcan to purchase,
accept delivery of or pay for all or any part of the Base Electricity not taken by Alcan.

4. FIRMING SERVICES

4.1 Provision of Supplementary FElectricity. Subject to the terms of this
Agreement, commencing on the Supply Commencement Date, and thereafter during the Supply
Period, the Province will provide Alcan with the Supplementary Electricity to firm up Alcan’s
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electric energy in accordance with the terms of this section 4 and in consideration of payment of
the amount determined under section 7.3. -

4.2 Generation Schedules. Alcan shall deliver to BC Hydro a weekly schedule
showing its anticipated generation at the Kemano Generating Station and its consequent
requirements for Supplementary Electricity hereunder, in each case for the following week. Each
party shall designate and identify to the other party a person or persons responsible for the
delivery and receipt of scheduling information. '

43 Optimization. The Designated Scheduling Representatives shall exchange
scheduling information for the purpose of optimizing the combined generation output of the
Systems in accordance with terms set out in this section 4 and Prudent Utility Practices.

44 Limited Authority. The Designated Scheduling Representatives have no
authority to amend this Agreement or to determine any matter which affects the ownership of
either of the Systems or the right of Alcan and BC Hydro at all times to have actual physical
control and independent possession of their respective Systems.

4.5 Svstem Title/Risk/Responsibility. Each party continues to have title to, and risk
and responsibility for, its own System, and the other party assumes no proprietary interest in, or
risk or responsibility whatsoever for, the other party’s System.

4.6 Province’s Obligations for Supplementary Electricity. The Province shall

provide electricity to Alcan, at times, rates and in amounts as agreed by the parties, except that:

(a) during any hour the Province is not obligated to deliver any more than 60 MW,
and

(®) during the course of any Year the Province is not obligated to provide more than
60 AvMW, less the amount of electricity generated at the Kemano Generating
Station in accordance with section 4.7 that is in excess of 780 AvMW, or such
other value as is agreed between the parties as representative of the firm capability
of the Kemano Generating Station.

4.7 Alcan Obligations. Alcan shall:

(@) make all reasonable efforts to adjust the timing of its generation, and to adjust its
maintenance schedules, in response to requests from BC Hydro and to operate
Alcan’s System in a manner that permits optimization of the combined generating
output of the Systems, all subject to requirements for public safety, flood control
and fisheries protection, and to the provisions of Alcan’s applicable licences and
permits; and ‘

(b) make all reasonable efforts to maintain and repair Alcan’s System in accordance
with Prudent Utility Practices.
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5. NOTICE OF COMMENCEMENT

5.1 Notice of Supply Commencement. Alcan may give the Province not later than
January 1, 2007 notice specifying a Supply Commencement Date that is not earlier than January
1, 2003 and not later than January 1, 2010. Alcan may give the Province further notice at any
time or from time to time thereafter specifying a change in the Supply Commencement Date to a
date that is not more than 90 days earlier or later than the date first specified by Alcan pursuant
to this section 5.1. If Alcan gives notice specifying a Supply Commencement Date and
commences construction of the New Smelter and Start-Up of the New Smelter is delayed due
solely to Force Majeure, of which Alcan gives prompt notice to the Province, then the Supply
Commencement Date will be deferred to the extent of that delay.

52 Confirmation. Alcan shall confirm the Supply Commencement Date by not less
than 30 days’ prior notice to the Province, and such notice shall include Alcan’s estimate of its
scheduling requirements during initial operation of the New Smelter.

5.3 Early Termination. This Agreement terminates with effect from January 1, 2010
unless:

(@ Start-Up of the New Smelter and the Supply Commencement Date occurs on or
before January 1, 2010; or

) Alcan has commenced construction of the New Smelter on or before January 1,
2007 and thereafter Start-Up of the New Smelter is delayed solely due to Force
Majeure.

54 New Smelter Approval. If Alcan makes submissions to governmental authorities
of the Province necessary to commence the process for approvals required for the New Smelter
on or before December 31, 1998, and despite Alcan’s best efforts to comply with all
requirements for such approvals, the approvals are delayed beyond December 31, 2000, the
Province agrees that it will review with Alcan the Replacement Electricity schedule to identify
revisions that may be appropriate to accommodate that delay and both parties agree to negotiate
in good faith such revisions.

6. METERING
6.1 Metering. The Replacement Electricity delivered hereunder shall be determined

and recorded for the purpose of this Agreement by meters and metering apparatus installed by
BC Hydro at a point of metering as determined by BC Hydro. Alcan shall provide BC Hydro
with reasonable access to its premises, at BC Hydro’s own risk and expense, for the installation
and maintenance of the BC Hydro meters and metering apparatus. All amounts of electricity
generated at and flowing out of the Kemano Generating Station shall be determined and recorded
for the purpose of this Agreement by meters and metering apparatus at the points of metering
located at the Kemano Generation Station. All amounts of electricity flowing into and out of the
Kitimat Substation shall be determined and recorded for the purpose of this Agreement by meters
and metering apparatus at the points of metering at that substation. Measurement, directly or
indirectly, of the kilovolt-amperes, kilowatt hours, or other factors or quantities at the meters
supplied by each of the parties shall be the responsibility of the parties supplying those meters.
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6.2 Metering Standards. The Electricity and Gas Inspection Act (Canada), as
revised from time to time and the regulations made thereunder shall govemn the metering carried
out under this Agreement. The parties acknowledge that Alcan and BC Hydro may test,
calibrate, remove and change their respective metering equipment at any reasonable time. Each
party shall be entitled to have a representative present at any test or calibration by the other party.

6.3 Meter Failure. If the metering equipment supplied by either of the parties fails to
register -correctly or for any reason meter readings are unobtainable, the amount of electricity
shall be estimated by the party responsible for such equipment from the best mnformation
available and such estimate, except in the case of manifest error, shall for billing purposes have
the same force and effect as an exact meter reading. Each of the parties will cooperate with the
other in providing access to their meters and metering apparatus for the purpose of periodic
testing of accuracy and reliability.

7. PRICE

7.1 Prices. The Base Electricity Price and Supplementary Electricity Price shall be
determined, and the amount payable shall be calculated, in accordance with the provisions of this

section 7.

72 Base Electricity Price

7.2.1 LME Based Price. Subject to sectton 7.2.2, the Base Electricity Price is
calculated as:

LME Price | multiplied by the Applicable Factor
14.45MWh/t

Alcan shall pay the Province for Base Electricity delivered in each Month during
the Supply Period an amount equal to the Base Electricity Price multiplied by the amount of
Base Electricity taken by Alcan, expressed in MWh.

722 Most Favoured Nation Provision.

(a) If at any time after the date of this Agreement and before expiry of the Supply
Period, an Eligible Sale is entered into, the Province shall give prompt notice to
Alcan setting out the terms thereof.

(b) Within 60 days after delivery of a notice under subparagraph (a) above, Alcan
may give notice to the Province that Alcan wishes to take delivery of electricity
under this Agreement on Adapted Terms, and setting out Alcan’s proposed
Adapted Terms. :

(©) Within 60 days after receipt by the Province of notice under subparagraph (b), the
Province shall give notice to Alcan of the Province’s proposed Adapted Terms, if
and to the extent different from those proposed by Alcan.

(d) The parties shall negotiate promptly, reasonably and in good faith and endeavour
to agree upon Adapted Terms and to record them in writing in an agreement
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between the parties and those Adjusted Terms shall apply to the delivery and
provision of electricity under this Agreement for the duration of the Substitution
Period. If the parties are unable to agree upon Adapted Terms within 60 days
after notice is given by the Province to Alcan under subparagraph (c) above, all
unresolved Adapted Terms will be determined by a person (the “Expert”)
appointed by written agreement between the parties, or if the parties do not so
agree within 15 days after notice by one party to the other party requesting such
appointment and nominating a person for that purpose, then the Expert will be
appointed by a judge of the Supreme Court of British Columbia upon application
of either party pursuant to the Commercial Arbitration Act, as revised from time
to time.

(e) In determining Adapted Terms, the Expert:
(6] shall establish procedures that the Expert considers necessary;

(11) shall afford each party equal treatment and opportunity in the presentation
of its position on matters to be resolved; and

(iii)  shall make his or her determination at Vancouver British Columbia.

® The parties shall:
6] comply with the procedures established by the Expert; and

(ii)  bear in equal proportions the fees and expemses of the Expert and
otherwise bear their own expenses incurred in relation to the establishment
of the Adapted Terms.

(2 A determination of Adapted Terms by the Expert is binding on the parties, except
as otherwise provided in subparagraph (1) below.

(h) For greater certainty the parties acknowledge and agree that any Adapted Terms
will include, for the benefit of Alcan, the unrealized value of the discounts
described in section 1.1(d);

(i)  Within 30 days after the Expert has determined Adapted Terms and
communicated that determination in writing to both parties, Alcan, by written
notice to the Province, may elect to revoke its notice under subparagraph (b)
above, and failing delivery within that 30 day period of a notice of revocation, the
Adapted Terms determined by the Expert shall apply to the delivery and provision
of electricity under this Agreement for the duration of the Substitution Period. If
notice of revocation is given as aforesaid, those Adapted Terms will not apply and
this Agreement shall continue in full force and effect in accordance with the terms
and conditions herein contained.

) If Adapted Terms are not agreed or established in accordance with this
Section 7.2.2 before the commencement of the Substitution Period, the parties
shall continue to perform their respective obligations under this Agreement in
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accordance with the terms and conditions herein set out until the Adapted Terms
are so agreed or established, whereupon the Adapted Terms will be applied
retroactively to the beginning of the Substitution Period and the parties shall make
whatever adjustments are necessary between them to give effect thereto. Any
such adjustments shall be included in and form part of the Adapted Terms.

(k)  Upon expiry of the Substitution Period, and provided the Supply Period is
continuing, the parties shall continue to perform their obligations under this
Agreement in accordance with the terms and conditions herein set out.

723 Currency Exchange. For the purpose of determining the LME Price, a daily
quoted price expressed in U.S. dollars will be converted to Canadian dollars at the rate of
exchange quoted by the Bank for same the day as the day for which the price is quoted, or if that
day is not a Business Day, then for the next following Business Day.

7.3 Firming Services Charge

Alcan shall pay the Province for Supplementary Electricity durning the Supply
Period the sum of CAD $75,000 per Month.

8. BILLING AND PAYMENT
8.1 Pavment Terms. As soon as practicable following the last day of each Month,

the Province shall send Alcan an invoice setting out the amount payable to the Province by Alcan
for Replacement Electricity under this Agreement during the immediately preceding Month. On
or before the 20th day of the next following Month (or if that day is not a Business Day, then on
the Business Day next following that day), Alcan shall pay the Province the amount set out 1n
such invoice. Payment shall be made in full without set-off or withholding, except as expressly
provided in this Agreement or agreed in writing between the parties.

8.2 Disputed Invoices. If Alcan disputes all or any part of an invoice, Alcan shall
pay the entire invoice in full on the payment date specified in section 8.1, together with notice of
dispute, including reasonable particulars. If it is determined subsequently by agreement or
arbitration hereunder that all or part of the invoice was not then due, the Province shall pay Alcan
interest thereon at a rate per annum equal to the Prime Rate plus 2%, calculated daily and
compounded monthly, from the date of payment to the date on which payment was properly due
or the date on which any overpayment is repaid to Alcan, whichever is earlier.

8.3 Place of Payment All payments by Alcan for Replacement Electricity shall be
made in Canadian dollars at par to an office or banker of the Province, as the Province may
direct, at Vancouver, British Columbia;

8.4 Late Pavment. If any payment required to be made by Alcan hereunder is not
paid when due, Alcan shall pay to the Province interest thereon at a rate per annum equal to the
Prime Rate plus 2%, calculated daily and compounded monthly, from the due date of payment
until payment is made.
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8.5 Taxes. The Base Electricity Price and the Supplementary Electricity Price are
expressed herein exclusive of all applicable federal and provincial sales and excise taxes, and
Alcan shall pay all such taxes in accordance with applicable law from time to time.

9. FORCE MAJEURE

9.1 Performance Excused. If either party is prevented, hindered or delayed in
performing any obligation under this Agreement by the occurrence of an event of Force Majeure,
performance by that party of such obligation shall be excused to the extent that it is so prevented,
hindered or delayed until such cause has been removed or overcome.

9.2 Notice. A party excused under this section 9 from performance of any obligation,
or reasonably anticipating that 1t will be so excused, shall give notice to that effect promptly to
the other party.

9.3 Mitigation. A party prevented, hindered or delayed shall make reasonable efforts
to remove or overcome the cause of the prevention, hindrance or delay as soon as is practicable.
Nothing contained in this Agreement requires a party to settle any strike, lock-out or labour
dispute in which it may be involved or to accept any permit, licence, contract or authorization
necessary for the performance of this Agreement containing terms and conditions which a party
determines, in its good faith and judgement, are unacceptable to it.

10. LIABILITY ~
10.1 Alcan Default. If Alcan fails to pay an amount awarded to the Province by way

of a final and binding award in an arbitration hereunder, or by way of a final judgement of a
court of competent jurisdiction, in either case in respect of which all rights of appeal have been
exercised and exhausted or the time for doing so has expired, and that failure continues for a
period of not less than 90 days after written notice thereof is given by the Province to Alcan, then
the Province, without prejudice to, or restricting the exercise of, any other right or remedy
available to the Province in respect of that failure, at any time thereafter for so long as the failure
continues, may, on not less than 5 days prior written notice, suspend the delivery and provision
of Replacement Electricity hereunder, or, whether or not it has first so suspended such delivery
and provision of Replacement Electricity, terminate this Agreement by written notice to Alcan.

10.2 Province Default. If the Province fails to deliver and provide Replacement
Electricity in breach of this Agreement, then except to the extent caused or contributed to by
Alcan’s failure to exercise all reasonable measures to mitigate its loss and damage, Alcan may
recover from the Province the following loss and damage suffered or incurred by Alcan as a
result of that breach:

(a) damage to, or loss or destruction of, tangible property forming part of the
Smelting Facilities;

(b) the incremental cost to Alcan of obtaining electricity to replace the Replacement
Electricity that the Province fails to deliver or provide hereunder; and

(c) the actual cost to Alcan of lost production at the Smelting Facilities less the
avoided costs of production thereof.
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Alcan will give the Province access to, and a reasonable opportunity to audit Alcan’s records of
the foregoing loss and damage.

10.3 Indemnification for Third Party Claims. Each party (in this section 10.3 called
the “indemnitor”) shall indemnify and hold harmless the other party, its employees and agents (in
this section 10.3 called collectively the “indemnitee™) for all claims, demands, actions, causes of
action, suits, and proceedings brought against the indemnitee by any third person for damages for
personal injury or property damage caused by the negligent act or omission of, or breach of this
agreement by, the indemnitor, its employees or agents while in, on or about the premises of the
indemnitee under or in relation to this Agreement. -

10.4 Consequential Damages Excluded. Except only as provided in section 10.2 but
otherwise notwithstanding any other provision of this Agreement, neither party is liable to the
other party, in contract, tort (including but not limited to negligence) or under any other theory of
law, under or in relation to this Agreement for any loss of production, revenue, profit, market or
opportunity, or special, punitive, incidental, indirect or consequential damage suffered or

mcurred by the other party.

10.5 Remedies Exclusive. Except as otherwise herein provided expressly, for any
breach or default hereunder for which an express remedy or measure of damages is provided
herein, that express remedy or measure of damages is the sole and exclusive remedy or measure
of damages applicable to that breach or default, and all other remedies or damages at law or in
equity are waived expressly by each party in respect of that breach or default.

11. DISPUTE RESOLUTION
11.1 Arbitration. Subject to section 11.3, all disputes arising out of or in connection

solely with this Agreement shall be referred to and finally resolved by arbitration administered
by the British Columbia International Commercial Arbitration Centre pursuant to its Rules. The
number of arbitrators is three. The place of arbitration is Vancouver, British Columbia.

11.2 Alternative Ad Hoc Arbitration. If at the time a dispute arises, the British
Columbia International Commercial Arbitration Centre or a successor, does not exist, or its Rules
do not provide for an administered arbitration, then that dispute will be referred to and finally
resolved by arbitration under the Commercial Arbitration Act, as revised from time to time. The
number of arbitrators is three and the place of arbitration is Vancouver, British Columbia.

11.3 Interim/Conservatory Relief. The agreement of the parties to arbitrate disputes
does not prevent a party, pending an arbitral award on the merits of the dispute, from recourse to

any court of competent jurisdiction for the purpose only of obtaining interim and conservatory
relief or enforcing any arbitral award.
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12. GENERAL

12.1 Notices. All notices, requests and other communications required or permitted to
be given under this Agreement must be in writing and delivered by hand as follows:

To Alcan:

Alcan Aluminium Limited
1188 Sherbrooke Street West
Montreal, Quebec, H3A 3G2
Attention: Chief Legal Officer

To the Province:

Deputy Attorney General
1001 Douglas Street
Victoria, British Columbia V8V 1X4

and to:

British Columbia Hydro and Power Authority
333 Dunsmuir Street

Vancouver, British Columbia V6B 5R3.
Attention: General Counsel

or to such other address as may be given by notice as aforesaid by the particular party, and will
be deemed to have been given on the date of delivery.

12.2 Choice of Law. This Agreement will be governed by and construed in
accordance with the applicable laws of Canada and of the Province of British Columbia.

12.3 Jurisdiction. For the purpose of section 11.3, the courts of the Province of
British Columbia, and courts to which appeals therefrom may be taken, have non-exclusive
jurisdiction in respect of any action, suit or proceeding arising out of or relating to this
Agreement, and the parties irrevocably and unconditionally attorn to the jurisdiction of those
courts in respect of any such action, suit or proceeding.

124 Assignment.
12.4.1 This Agreement may not be assigned by either party without the prior written

consent of the other party, save and except that this Agreement may be assigned, on notice, but
without consent: :

(a) by the Province to BC Hydro or to Powerex;

(b) by Alcan to a lender or lenders by way of security to secure financing obtained for
the purpose of the design, construction and operation of the New Smelter; and

-15 -

Document: 262068: 01



(c) by Alcan to any person or persons who acquire from Alcan all or a part of the
Smelting Facilities.

12.4.2 The right of either party to assign this Agreement with consent or on notice only
as provided in section 12.4.1 is subject to the condition that the assignee, concurrently with the
assignment, shall have entered into an agreement with the non-assigning party, in form and
substance acceptable to the non-assigning party, acting reasonably, under which the assignee
agrees to become a party to and bound by this Agreement.

1243 No assignment to a Permitted Assign relieves the assigning party of its liability
for the performance and observance of its obligations hereunder by it and by the Permitted
Assignee, unless otherwise expressly agreed in writing by the non-assigning party.

12.5 Severability. If any part of this Agreement is declared or held invalid for any
reason, that invalidity does not affect the validity of the remainder which continues in full force
and effect and must be construed as if this Agreement had been executed without the invalid
portion and it is hereby declared the intention of the parties that this Agreement would have been
executed without reference to any portion which may, for any reason, be hereafter declared or
held invalid.

12.6 Non-Waiver. No waiver of any provision of this Agreement is enforceable,
unless in writing and no such waiver will be deemed to, or will, constitute a waiver of any other
provision of this Agreement, nor will any such waiver constitute a continuing waiver, unless
otherwise expressly provided therein.

12.7 Further Assurances. Each party will do all things necessary, within its lawful
capacity, directly and indirectly, through its subsidiaries, agents and representatives, to validate,
make effective and give full force and effect to this Agreement, and to implement the
transactions contemplated by this Agreement: The foregoing does not require the Province to do
anything that would have the effect of fettering any statutory power.

12.8 Compliance with Applicable Law. Each party, in performing their obligations

under this Agreement, shall comply with all applicable laws of the Province of British Columbia
and the laws of Canada applicable therein. '

12.9 Survival of Alcan Obligations. Nothing in this Agreement relieves Alcan of any
obligation that it may now or hereafter have under any agreement or law binding upon Alcan to
deliver electricity to, or otherwise assist BC Hydro in €mergency circumstances.

12.10 Currency. All amounts of money stated herein are expressed in Canadian dollars
unless otherwise stated.
12.11 Entire Agreement. This Agreement is the entire agreement between the parties
relative to the subject matter hereof.
12.12 Amendment. This Agreement may be amended only by an instrument in writing
signed by the parties.
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1213 Enurement. This Agreement is binding upon and enures to the benefit of the
Province and its Permitted Assigns and is binding upon and enures to the benefit of Alcan its

successors and Permitted Assigns.

IN WITNESS WHEREOF this Agreement has been executed and delivered by the
parties on the day and year first above written.

HER MAJESTY THE QUEEN IN RIGHT
OF THE PROVINCE OF BRITISH
COLUMBIA, as represented by the Minister
of Education, Skills and Training

Minister of Education, gkills and Training
and Minister responsible for the Industrial
Development Act

ALCAN AL LIMITED

~

//‘H |
Per:

J yqés Bougiﬁ,/ President and Chief
Executive Officer

Address
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SCHEDULE 3A

[Reference Section 3]

1997 AMENDMENT

This Agreement made the 5th day of August, 1997,

BETWEEN:
HER MAJESTY THE QUEEN IN RIGHT OF THE
PROVINCE OF BRITISH COLUMBIA, represented by
Minister of Education, Skills and Training and Minister
responsible for the Industrial Development Act
(“Province”)
OF THE FIRST PART
AND:
ALCAN ALUMINIUM LIMITED
(“Alcan”)
OF THE SECOND PART
WHEREAS:
A. Pursuant to the Industrial Development Act, R.S.B.C.1996, ¢.220, (the “Act”) and

Order in Council No. 2883 dated December 29, 1950 made under the authority of the Act, the
Province entered into an agreement with Alcan dated December 29, 1950 (the “1950
Agreement”) pursuant to which the Province granted to Alcan certain rights, including without
limitation those rights represented by Conditional Water Licence No. 19847 and Permit to
Occupy Crown Lands No. 3449 both dated December 29, 1950 to develop the hydroelectric
power potential of the Nechako and the Nanika Rivers in British Columbia;

B. Pursuant to an agreement, the “1987 Settlement Agreement” dated September 14,
1987 between Alcan, the Province and Her Majesty the Queen in Right of Canada (the “Federal
Crown”™) Alcan agreed to abandon in part rights granted under the 1950 Agreement, inter alia, in
order to protect the sockeye and chinook salmon in the Nechako and Nanika Rivers and to
facilitate the expansion of permanent industries in British Columbia;

C. Pursuant to section 2 of the Act and Order-in-Council No. 2572 dated December
24, 1987, the 1950 Agreement was amended by an agreement dated December 29, 1987 (the
“1987 Amendment”), between the Province and Alcan;

-1-
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E. The entering into of this Agreement by the Province and the execution of the same by the
responsible Minister has been duly authorized by Order-in-Council No. 0977 dated August 4,

1997.

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in consideration of the premises
and the covenants and agreements hereinafter set forth (the receipt and sufficiency of which is
hereby acknowledged), the Province and Alcan hereby covenant and agree as follows:

1.

2.1

Definitions

For the purposes of this Agreement:

()

(b)

(©)

(d)

“1987 Settlement Agreement” means the agreement entered into between Alcan,
the Federal Crown and the Province dated September 14, 1987;

“Kemano Completion Project” means the Works and proposed Works comprised
in the hydroelectric project with that name, including:

1) the plans, descriptions and other documents pertaining to components of
that hydroelectric project that are filed with the Province by or on behalf
of Alcan; and

(i)  the Works and proposed Works comprised in the Kenney Dam Release
Facility (as defined in the 1987 Settlement Agreement);

“Nechako River” means the Nechako River in British Columbia and includes all
streams and lakes tributary thereto;

“Works” means “Works” as defined in the 1950 Agreement, as amended by the
1987 Amendment.

Amendments

The 1950 Agreement, as amended by the 1987 Amendment, is hereby further-amended as

follows:

(2)

(b)

the rights under the Act granted by the Province to Alcan in the first paragraph of
section 1 of the 1950 Agreement, as amended by the 1987 Amendment, including
those rights represented by the Conditional Water Licence No. 19847 and Permit
to Occupy Crown Lands No. 3449 are hereby amended such that Alcan shall be
entitled to store and to use by diversion or otherwise only those waters and to
occupy only those Crown lands, identified and described in the Final Water
Licence and Amended Permit appended hereto and made part hereof as Schedules
“A” and “B”, on the terms and conditions provided therein and in the 1950
Agreement, as amended by the 1987 Amendment and by this Agreement;

the Province and Alcan agree that the Final Water Licence to be issued pursuant
to section 2 of the 1950 Agreement, as amended by the 1987 Amendment and by

-9
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3.1

3.2

4.1

4.2

43

4.4

this Agreement, will be issued together with the Amended Permit in the forms
attached on the date of execution of this Agreement instead of on December 31,
1999;

(c) the Province hereby authorizes the responsible Minister to issue under the Act the
Final Water Licence and Amended Permit to Alcan in the attached forms; and

(d) the Province and Alcan agree that the assets that were constructed and partially
constructed as part of the Kemano Completion Project remain Works for the
purposes of the 1950 Agreement, as amended by the 1987 Agreement and by this
Agreement, and will only be used in a manner consistent with the Final Water
Licence.

Alcan’s Final Water Licence

The Province and Alcan agree that the rights identified in the Final Water Licence
represent the full extent of the water rights granted to Alcan under the 1950 Agreement,
as amended by the 1987 Agreement and by this Agreement.

Alcan agrees that it shall observe and comply with the limitations imposed by this
Agreement, and, for greater certainty, the Final Water Licence and the Amended Permit,
upon any rights under the Water Act R.S.B.C. 1948, C.361, which have been conferred on
Alcan pursuant to the 1950 Agreement, as amended by the 1987 Agreement and by this
Agreement.

Miscellaneous

If any provision of this Agreement is invalid or unenforceable, such provision shall be
severable and the remainder of this Agreement, and the 1950 Agreement, as amended by
the 1987 Amendment, and all rights of Alcan granted pursuant thereto, shall remain in
full force and effect.

This Agreement amends the 1950 Agreement, as amended by the 1987 Amendment, and
this Agreement and the 1950 Agreement, as amended by the 1987 Amendment, shall
henceforth be read together and have effect as though all the provisions in the 1950
Agreement, as amended by the 1987 Amendment and by this Agreement were contained,
mutatis mutandis, in one instrument. In particular, a reference in the 1950 Agreement, as
amended by the 1987 Amendment, to the Licence or the Permit or to the Amended
Licence or to the Amended Permit shall be deemed to be a reference to the Final Water
Licence or the Amended Permit, as the case may be.

The 1950 Agreement, as amended by the 1987 Amendment and by this Agreement, shall
continue in full force and effect and the Province and Alcan each acknowledge that they
are bound by the terms and conditions of the 1950 Agreement, as amended by the 1987
Amendment and by this Agreement.

The Province and Alcan each hereby ratify and confirm the terms and conditions of the
1950 Agreement, as amended by the 1987 Amendment and by this Agreement, and agree

-3-
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to take whatever further steps are necessary in order to give full force and effect to the
1950 Agreement, as amended by the 1987 Amendment and by this Agreement, and to
this Agreement.

IN WITNESS WHEREOF the Province and Alcan have each executed this Agreement, each
being duly authorized and empowered to execute this Agreement as of the day and year above
written.

HER MAJESTY THE QUEEN IN RIGHT
OF THE PROVINCE OF BRITISH
COLUMBIA, as represented by the Minister
of Education, Skills and Training

Minister of Education, Skills and Training
and Minister responsible for the Industrial
Development Act

ALCAN ALUMINIUM LIMITED
/ Per: - {/V‘,-
gnature / Jacques Bougie, Pfesident and Chief
z’(c V e ‘j < 7 £ Executive Officer
Address
4.
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SCHEDULE A

PROVINCE OF BRITISH COLUMBIA
INDUSTRIAL DEVELOPMENT ACT

FINAL WATER LICENCE

ALCAN ALUMINIUM LIMITED of Montreal, P.Q., is hereby authorized to store, divert and
use water and to construct, maintain and operate works as follows:

(2)

(b)

(c)
(d)

©

®

€9)

()

@

€)

The sources of water supply are the Nechako River above Grand Canyon and all the
streams and lakes tributary thereto.

The points of storage, diversion and use, and the extent of the Nechako Reservoir, are
approximately as shown on the plan marked Exhibit “A” which is attached hereto and
forms part hereof.

The date from which this Licence shall have precedence is 3 August 1949.

The purposes for which this Licence is issued are storage and power as set forth in an
Agreement between the Government of British Columbia and the Licensee, dated 29
December 1950, as amended on 29 December 1987, and further amended on August 5,
1997 (the “1950 Agreement, as amended”).

(1) The maximum quantity of water which may be stored is 23,850 cubic-
hectometres, of which 7100 cubic-hectometres are live storage.

(2)  The maximum rate of diversion and use for power purpose is 170 cubic-metres
per second.

The works may be operated to divert and use water for power purpose throughout the
whole year. The works may be operated to collect water into storage throughout the
whole year.

This Licence is appurtenant to the land required for the powerhouse indicated on
Exhibit “A”.
The works authorized under this Licence are those described in the 1950 Agreement, as

amended.

This Licence is issued in accordance with the terms of the 1950 Agreement, as amended,
and supersedes Amended Conditional Water Licence No. 19847.

At no time will this Licence be cancelled, nor the quantity of water that the Licensee is
authorized to store, divert and use be reduced below the quantity set forth in this Licence,
except in the case of default by Alcan in the performance of its obligations under sections
S and 6 of the 1950 Agreement, as amended.

-1-
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(k) In order to provide flows necessary for the protection of sockeye and chinook salmon, the
Licensee is authorized to make releases into the Nechako River in accordance with the
“Short Term Annual Water Allocation” as defined in the 1987 Settlement Agreement
dated 14 September 1987 among Her Majesty The Queen in Right of Canada, Her
Majesty The Queen in Right of the Province of British Columbia and the Licensee.

Minister of Education, Skills and Training
and Minister responsible for the Industrial
Development Act

File: 0179602 Date Issued: August 5, 1997 Licence No. 102324
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SCHEDULE B

AMENDED PERMIT
PROVINCE OF BRITISH COLUMBIA
INDUSTRIAL DEVELOPMENT ACT
AMENDED PERMIT AUTHORIZING THE OCCUPATION OF CROWN LAND

ALCAN ALUMINIUM LIMITED of Montreal, P.Q., being the holder of Final Water Licence
No. 102324 authorizing the storage, diversion and use of the water of the Nechako River and
tributaries is hereby authorized to occupy by and in connection with flooding those Crown Lands
lying below the 859.54 metre (2,820 feet) contour around and adjacent to the storage reservoir
above Kenney Dam tributary to the Nechako River, as shown on Exhibit “A” attached hereto and
forming part hereof, and to occupy by and in connection with the construction, maintenance and
operation of the works referred to in Final Water Licence No. 102324 those Crown Lands
designated in an Agreement between the Government of British Columbia and the Licensee
dated 29 December 1950, as amended on 29 December 1987, and as further amended on

August 5, 1997 (in this Amended Permit collectively called the “Agreement”), the total having
an area of 53,384 hectares (131,915 acres).

The Licensee is authorized to use or destroy the timber on the said lands by submerging it or
otherwise in accordance with the terms and conditions of the Agreement.

This Amended Permit is appurtenant to the land to which Final Water Licence No. 102324 1s
appurtenant.

The conditions relative to the rights granted under this Amended Permit are in accordance with
the terms of the Agreement, to which this Amended Permit is to be attached and forms a part
thereof.

Amended the 5th day of August, 1997.

Minister of Education, Skills and Training
and Minister responsible for the Industrial
Development Act '

File: 0179602

Amended Permit No. 3449
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SCHEDULE 3B

[Reference Section 3]
PROVINCE OF BRITISH COLUMBIA
INDUSTRIAL DEVELOPMENT ACT

FINAL WATER LICENCE

ALCAN ALUMINIUM LIMITED of Montreal, P.Q., is hereby authorized to store, divert and
use water and to construct, maintain and operate works as follows:

(@)

(b)

(c)
(d)

(e)

®

(8

Gy

0

The sources of water supply are the Nechako River above Grand Canyon and all the
streams and lakes tributary thereto.

The points of storage, diversion and use, and the extent of the Nechako Reservoir, are
approximately as shown on the plan marked Exhibit “A” which is attached hereto and
forms part hereof.

The date from which this Licence shall have precedence is 3 August 1949.

The purposes for which this Licence is issued are storage and power as set forth in an
Agreement between the Government of British Columbia and the Licensee, dated 29
December 1950, as amended on 29 December 1987, and further amended on August 5,
1997 (the “1950 Agreement, as amended”).

(1) The maximum quantity of water which may be stored is 23,850 cubic-
hectometres, of which 7100 cubic-hectometres are live storage.

(2)  The maximum rate of diversion and use for power purpose is 170 cubic-metres
per second. :

The works may be operated to divert and use water for power purpose throughout the
whole year. The works may be operated to collect water into storage throughout the
whole year.

This Licence is appurtenant to the land required for the powerhouse indicated on
Exhibit “A”.

The works authorized under this Licence are those described in the 1950 Agreement, as
amended.

This Licence is issued in accordance with the terms of the 1950 Agreement, as amended,
and supersedes Amended Conditional Water Licence No. 19847.

At no time will this Licence be cancelled, nor the quantity of water that the Licensee is
authorized to store, divert and use be reduced below the quantity set forth in this Licence,

-1-
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(k) In order to provide flows necessary for the protection of sockeye and chinook salmon, the
Licensee is authorized to make releases into the Nechako River in accordance with the
“Short Term Annual Water Allocation” as defined in the 1987 Settlement Agreement
dated 14 September 1987 among Her Majesty The Queen in Right of Canada, Her
Majesty The Queen in Right of the Province of British Columbia and the Licensee.

Minister of Education, Skills and TAining
and Minister responsible for the Industrial
Development Act

File: 0179602 Date Issued: August 5, 1997 Licence No. 102324

Document: 262060: 01



2096410 914

roe201 4 000'000't : 4 ¢ 8|03g
............................................................ 810 ON3031
................................... . W HEBIHXT 1SY00'¥Y 1 101510 ONY1
_ . _ IV SNUNG 10N034d
NOLTIZVH ¢ L1OIM1SK ¥3LYM
t
swog ppog
¥001) J00g ¢
ey . , .
Y s
o] gpysasyy, ; o ONVAIN
‘l\ g . 3 . : . . \ : -‘,
u\\ | BERU N ; ﬁ.wﬂ\ AL \m,ﬂ_.;é 5 SﬁEE«E
woq Auusy o : P 4 _ ’ buyen3 /3, \| " bupeny
A LN\ \ 227 05199 ..s......,..,
o0 w
s mmeowsS R B o
r\ll\/.lll‘l\\ll; , . LvHILA
grLl o107 S0y
f T
JO0HN3G ‘tﬂu%.\ ey
2o Kejinoy ] h




AMENDED PERMIT
PROVINCE OF BRITISH COLUMBIA
INDUSTRIAL DEVELOPMENT ACT
AMENDED PERMIT AUTHORIZING THE OCCUPATION OF CROWN LAND

ALCAN ALUMINIUM LIMITED of Montreal, P.Q., being the holder of Final Water Licence
No. 102324 authorizing the storage, diversion and use of the water of the Nechako River and
tributaries is hereby authorized to occupy by and in connection with flooding those Crown Lands
lying below the 859.54 metre (2,820 feet) contour around and adjacent to the storage reservoir
above Kenney Dam tributary to the Nechako River, as shown on Exhibit “A” attached hereto and
forming part hereof, and to occupy by and in connection with the construction, maintenance and
operation of the works referred to in Final Water Licence No. 102324 those Crown Lands
designated in an Agreement between the Government of British Columbia and the Licensee
dated 29 December 1950, as amended on 29 December 1987, and as further amended on

August 5, 1997 (in this Amended Permit collectively called the “Agreement”), the total having
an area of 53,384 hectares (131,915 acres).

The Licensee is authorized to use or destroy the timber on the said lands by submerging it or
otherwise in accordance with the terms and conditions of the Agreement.

This Amended Permit is appurtenant to the land to which Final Water Licence No. 102324 is
appurtenant.

The conditions relative to the rights granted under this Amended Permit are in accordance with
the terms of the Agreement, to which this Amended Permit is to be attached and forms a part

Amended the 5th day of August, 1997.
Minister of Educaﬁtibn, Skills afd Training
and Minister responsible for the Industrial
Development Act

File: 0179602
Amended Permit No. 3449
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SCHEDULE 4

[Reference Section 4]

ESTABLISHMENT AND ADMINISTRATION OF

THE NECHAKO ENVIRONMENTAL ENHANCEMENT FUND

1. Establishment of the Nechako Environmental Enhancement Fund.

The parties will establish and administer a Nechako environmental enhancement
fund (the “Nechako Environmental Enhancement Fund™) in accordance with this Schedule.

2. Establishment of Environmental Fund Management Committee.

The parties will establish a management committee (the “Management
Committee”) in accordance with this Schedule.

3. Structure of Management Committee.

Subject to sections 4 and 6, the Management Committee will be comprised of
three persons: one appointed by Alcan, one appointed by the Minister of Environment, Lands
and Parks (the “Environment Minister”’) and one appointed by the Federal Government.

4. Participation of the Federal Government.

The parties will jointly request the Federal Government to participate in the
Management Committee. The request will remain open if the Federal Government does not elect
to participate initially. If the Federal Government chooses to participate initially by so electing
within 60 days of the joint request, it will be asked to select and appoint an appropriate Federal
official to the Management Committee who will be invited to chair but may elect to sit only as a
member. If the Federal Government elects to participate at a later date, it may then appoint such
member and the number of members of the Management Committee will be increased from three
to four persons.

5. Appointment within 90 days.

The parties will each appoint their representatives within 90 days of the execution
of this Agreement. If a party fails to appoint its representative within this time period, that party
will be deemed to have declined to appoint a representative, and the Management Committee
will proceed with the remaining members.

6. Selection of the Third Member if no Initial Federal Participation.

If the Federal Government does not choose to participate in the Management
Committee within 60 days of the joint request, then a third member will be appointed as follows:

(a) the parties will first attempt to select the third member by consensus;

-1-
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(b)

(©)

-(d)

(e)

7.

if the parties are unable to agree on a mutually acceptable third member within 60
days, then the parties will immediately thereafter request the Chair of the Fraser
Basin Council to appoint an appropriate third member;

the Chair of the Fraser Basin Council will be requested to appoint, within 30 days,
a neutral individual with no affiliation to either party, who has appropriate
experience with environmental issues and with consensus-based demsmn—makmg,
who will be asked to chair the Management Committee;

in order to assist the Chair of the Fraser Basin Council in making the selection,
each party will provide to the Chair of the Fraser Basin Council a list of six
potential members who meet the requirements of sub-section 6(c) and who are
willing and able to sit as a member; and

if the selected person subsequently becomes unable to serve, then the parties. will
request the Chair of the Fraser Basin Council to select a replacement member
using the process set out in this section 6.

Appointment/Replacement of Chair.

If no member accepts the Chair on appointment or if the Chair resigns that position, the initial or
replacement Chair will be selected by majority vote of the members.

8.

Management Committee Working Procedures.

The Management Committee will develop and implement its internal working

procedures and the terms under which the Nechako Environmental Enhancement Fund will be
established and administered, subject to the following basic requirements:

(2)

(b)

©

all meetings will be called by the Chair or any two members and all members
must be given reasonable notice of all meetings;

a quorum of the Management Committee will be two members, unless the
management Committee consists of only one member, in which case quorum will
be one; and '

the Management Committee will seek to reach decisions by consensus but if the
majority concludes that, despite reasonable efforts, consensus cannot be reached,
then decisions will be made by majority vote.

Costs of the Management Committee,

Each party will be responsible for the costs of the participation of its

representative on the Management Committee and will share equally:

(2)
(b)

the costs of operation of the Management Committee; and

the costs of preparing the report referred to in section 12;

-2-
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up to an aggregate amount of $500,000, or such greater amount as may be agreed to in writing by
the parties, provided that if any payment by the Province is delayed due to a need for statutory
appropriation, Alcan’s obligation to make a payment hereunder, and the Federal Government’s
obligation should it choose to participate, will be delayed for the corresponding period. If it
chooses to participate, the Federal Government will also be responsible for the costs of the
participation of its representative and a proportionate share of the costs under (a) and (b) above.
However, if the third member must be selected under the provisions of section 6, then the parties
will share equally the reasonable costs of the participation of the third member.

10. Purposes of the Management Committee.

The purpose of the Management Committee is to review, assess and report on
options that may be available for the downstream enhancement of the Nechako watershed area.
These options may include, but are not limited to, the development of a water release facility at
or near the Kenney Dam, or the use of the Nechako Environmental Enhancement Fund for other
downstream enhancement purposes.

11. Consultation Process.

The Management Committee will consult with the Nechako Watershed Council, if
formed, and any other stakeholders that the Management Committee considers appropriate. The
Management Committee may approve funding for consultation purposes up to an amount of
$100,000 a year. Alcan and the Province will share equally the cost of such approved funding
unless the Federal Government chooses to participate in the Management Committee, in which
case the Federal Government will be responsible for a proportionate share of the cost of approved
funding.

12. Management Committee Reports.

As soon as practicable after carrying out the consultation pursuant to section 11,
the Management Committee will complete and deliver a report to the Province, Alcan and such
other parties as appropriate, which report will include:

(a)  its decision on the appropriate options for downstream enhancement of the
Nechako watershed area;

(b) a plan for the implementation of each of the selected options, including the
identification of the appropriate party or parties to implement the options;

(c) an independent report for each selected option providing a detailed estimate of the
costs for implementation of the option, including any ongoing costs associated
with the option;

(d)  aprogram for the use of the funding described in section 15 below to meet the
costs of each of the selected options and to provide for financial and project
reporting.

Document: 256827: 12



13. Decisions Binding on the Parties.

Subject to the financial arrangements described below in section 15, and the other
terms of this Schedule, the decisions of the Management Committee will be binding on the
parties.

14. Formation of the Nechako Watershed Council.

Immediately following the execution of this Agreement, the Province will help to
facilitate the formation of the Nechako Watershed Council (the “Council”), in order to provide
advice to the Management Committee on the uses and priorities of the Nechako Environmental

Enhancement Fund.

15. Alcan’s Financial Contribution.

Funding of each of the selected options will be drawn down as required to meet
the cash flow needs of the expenditure program established by the Management Committee for
that option as provided in the report. Within 7 days after each contribution has been made into
the Nechako Environmental Enhancement Fund by another person of 50% of each draw down
for an option, Alcan will make a matching contribution into the Nechako Environmental
Enhancement Fund. The aggregate and cumulative maximum of Alcan’s contributions will be
CAD $50,000,000 including any costs incurred by Alcan under section 9 (b) or under section 11.
Alcan will receive a credit against its obligation to contribute to the Nechako Environmental
Enhancement Fund in an amount not exceeding, in the aggregate, CAD$10,000,000 for the total
amount of the reduction or elimination of costs which would have been incurred in the
development or implementation of any of the selected options to the extent that such reduction or
elimination is shown to be achieved by the use of any design or engineering studies or reports
prepared for Alcan prior to the date hereof on the Kenney Dam Release Facility as part of the
Kemano Completion Project. These funds will be disbursed in accordance with the program for
the use of funding developed by the Management Committee. The CADS$50,000,000
contribution by Alcan represents its total contribution to downstream enhancement under the
program described in this Schedule, including the capital costs of any water release facility
which may be selected and, whether or not a water release facility is built, Alcan shall not be
required to contribute any further amount to a water release facility or other downstream
enhancement. For greater certainty, this provision does not affect any responsibility of Alcan
that exists in respect of its ownership of the Works.

16. Operation and Maintenance of a Release Facility.

If a water release facility is built under the program described in this Schedule,
then once completed, Alcan will operate, and manage the maintenance of, the facility at its sole
cost and expense. Alcan will not be responsible for the costs of maintenance, other than as set
forth above, except to the extent that those costs are in part paid for by Alcan through its
contribution to the Nechako Environment Enhancement Fund under section 15 of this Schedule.
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SCHEDULE 5
[Reference Section 5]
NORTHERN DEVELOPMENT FUND

1. Establishment of the Fund. The Northern Development Fund (the “Fund”) will
be established and administered in accordance with the terms of this Schedule.

2. . Purpose of the Fund. The purpose of the Fund is to promote sustainable
economic development in Northwestern British Columbia, including through promoting and
carrying out measures and/or programmes:

(a) to support investment in new or existing businesses;
(b) to create new employment or stabilize existing employment; and

(c) to support such other goals consistent with the purpose of the Fund as the Minister
of Employment and Investment (the “Minister”’) may consider desirable.

For purposes hereof, Northwestern British Columbia includes the Nechako River basin.

3. Fund Administered by the Minister. The Fund will be administered by the
Minister and payments out of the Fund will be made at the Minister’s discretion and direction in
accordance with this Schedule for measures or programmes meeting the purpose of the Fund.
The Minister shall issue an annual report on the administration of the Fund.

4. Advice of the Northern Development Fund Advisory Board. Pror to
approving any payments out of the Fund, the Minister will seek the recommendations of the
Advisory Board (as hereinafter defined). The recommendations of the Advisory Board are to
provide guidance only and will not be binding on the Minister.

5. Pavments into the Fund. Alcan and the Province will each contribute CAD
$7,500,000 to the Fund, in accordance with the following provisions:

(a) the Province shall contribute CAD$2,500,000 on January 1 of 1998, 1999 and
2000 or, at its option, on a later date in each year;

(b)  the Province shall provide Alcan with 14 days’ prior notice of the date of its
contribution for each year; and

(c) Alcan shall contribute CAD$2,500,000 each year on the date of the Province’s
contribution.

6. Other Funding Sources. Additional financial contributions to the Fund that may
be made by any third party may be accepted if considered by the Province to be in the best
interests of the Fund.
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7. Payments Held in Consolidated Revenue Fund. The contributions of the
parties required under section 5 and payments, if any, received from third parties under section 6,
will be made into, invested and disbursed from, the Province’s Consolidated Revenue Fund
pursuant to the Financial Administration Act, or another mechanism or structure for holding and
making payments from the Fund as the Province may decide.

8. 7 Establlshment of the Northern Development Fund Advisory Board. Prior to
March 31, 1998, the Province will establish the Northern Development Fund Advisory Board

(the “Advisory Board”).

9. Appointment of Members. The Advisory Board will be comprised of at least §
persons from the Northwestern region of British Columbia appointed by the Minister. The

Advisory Board shall include:

(a) one or more representative(s) of the Province

(b) one or more local government representative(s);

(© one or more busiﬁess‘representative(s), other than from Alcan;
()] one or more First Nations representative(s);

(e one or more union representative(s); and

® two persons nominated by Alcan as its representatives;

(g) other pcrsons reprgsén’tative of the Northwestern region.

10. Designation of Chair and Procedures. The Minister will designate one of the
members other than a representative of either the Province or Alcan to be the Chair of the
Advisory Board. The Chair of the Advisory Board, in consultation with the Minister, will then
establish the Advisory Board’s working procedures.

11. Consultation Process. To develop recommendations for the Minister as to how
the Fund should be utilized, as well as identifying any general or specific measures or
programmes which might be supported through the Fund, the Advisory Board may consult with
residents of Northwestern British Columbia.
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SCHEDULE 6

[Reference Section 6]

MUTUAL RELEASE

KNOW ALL PERSONS BY THESE PRESENTS that, subject to ‘the condition

set out in section 1 hereof:

(a)

(b)

Alcan Aluminium Limited ("Alcan") for and in consideration of the execution and
delivery by Her Majesty the Queen in Right of the Province of British Columbia
(the “Province”) of the BC/Alcan 1997 Agreement (the “Agreement”) between
Alcan and the Province and of the Replacement Electricity Supply Agreement, the
1997 Amendment, the Final Water Licence and the Amended Permit and the
execution and delivery by British Columbia Hydro and Power Authority of the
LTEPA Memorandum, all as defined in the Agreement (collectively called the
“BC/Alcan Agreements™), and for and in consideration of the payment of $10.00,
the full receipt and sufficiency of which hereby is acknowledged, does hereby
agree by these presents for itself, its subsidiaries and their respective directors,
senior officers, agents, successors and assigns to remise, release and forever
discharge the Province and its ministers, officials, employees, agents, successors
and assigns (hereinafter collectively called the "Province Releasee") of and from
any and all claims, actions, causes of action, demands, rights, damages, costs,
debts, expenses and compensation whatsoever, whether at law or in equity and
whether known or unknown, suspected or unsuspected, which Alcan, its
subsidiaries or their respective directors, senior officers or agents have arising as a
direct or indirect consequence of, or in relation to the Kemano Completion Project
as defined in the Agreement ("KCP") not proceeding, and, without limiting the
generality of the foregoing, all claims and causes of action advanced, or which
could be advanced, and all matters arising out of and referred to, in action
number C970386, styled Alcan Aluminium Limited v. Her Majesty The Queen in
Right of the Province of British Columbia commenced in the Vancouver Registry
of the Supreme Court of British Columbia (the "Action"), on the terms and
conditions hereinafier set out; and

the Province for and in consideration of the execution and delivery by Alcan of
the BC/Alcan Agreements, and for and in consideration of the payment of $10.00,
the full receipt and sufficiency of which hereby is acknowledged, does hereby
agree by these presents for itself and its ministers, senior officials, agents,
successors and assigns to remise, release and forever discharge Alcan and its
subsidiaries and their respective directors, officers, employees; agents, successors
and assigns (hereinafter collectively referred to as the “Alcan Releasee”) of and
from any and all claims, actions, causes of actions, demands, rights, damages,
costs, debts, expenses and compensation whatsoever, whether at law or in equity
and whether known or unknown, suspected or unsuspected, which the Province
has arising as a direct or indirect consequence of, or in relation to KCP not

-1-

Document: 258347: 14



causes of actions advanced in, or which could be advanced in, and all matters
arising out of and referred to, in the Action, on the terms and conditions
hereinafter set out.

1. [T IS FURTHER UNDERSTOOD and agreed that it is a condition of this Mutual
Release that, if at any time before January 1, 2005 an Act of the Legislature of the Province of
British Columbia is enacted that abrogates in whole or in part the 1950 Agreement, as amended,
the 1987 Settlement Agreement, the 1997 Amendment, the Final Water Licence, the Amended
Permit, the Replacement Electricity Supply Agreement, the LTEPA, the LTEPA Memorandum
or this Mutual Release, all as defined in the Agreement, and within 90 days after any such Act is
enacted, Alcan by written notice to the Province elects to terminate this Mutual Release and
continue the Action, then, unless the abrogation is rescinded or nullified by further enactment of
the Legislature within 90 days after such notice, this Mutual Release is void ab initio and of no
force and effect, except only that the provisions of this section 1 continue to bind the parties.
Nothing in this paragraph prevents Alcan from commencing a separate proceeding challenging
any legislation which abrogates, in whole or in part, any of the agreements referred to herein.
This Mutual Release is irrevocable, unconditional and final and remains so if that notice is not
given by Alcan within the time herein permitted or, if given, if the abrogation is rescinded or
nullified within the 90 day period. The parties acknowledge that the effluxion of time between
the date hereof and the date on which the Mutual Release becomes void ab initio does not
prejudice, or affect in any way, the enforcement by a party of any right that could be enforced by
it on or before the date hereof, and is not a waiver of, or acquiescence in, any fact or
circumstance which forms the basis for any such right, except to the extent otherwise provided in
any of the Agreement, any Concurrent Agreement, the Final Water Licence or the Amended
Permit, all as defined in the Agreement, that are not are so abro gated.

2. IT IS FURTHER UNDERSTOOD and agreed that the settlement in respect of
which this Mutual Release is entered into is not an admission of liability and nothing herein
contained, nor the consideration given for this Mutual Release, shall be construed as an
admission of liability on the part of the Province or of Alcan.

3. AND Alcan hereby covenants and agrees not to make any claim or take any
proceeding whatsoever related to the matters herein released against any person, firm,
corporanon association, partnership, government or governmental authority which might result
in a claim for contribution and indemnity or otherwise against the Province Releasee and, if such
claim or proceeding is taken or initiated by Alcan, then Alcan does hereby covenant and agree to
save harmless and indemnify the Province Releasee from any and all liabilities, damages,
interest, costs (including legal fees and disbursements as between solicitor and own client),
expenses and compensation of whatsoever kind in respect of any claim for contribution or
indemnity or otherwise.

4. AND the Province hereby covenants and agrees not to make any claim or take any
proceeding whatsoever related to the matters herein released against any person, firm,
corporatxon association, partnership, government or governmental authority which might result
in a claim for contribution and indemnity or otherwise against the Alcan Releasee and, if such
claim or proceeding is taken or initiated by the Province, then the Province does hereby covenant
and agree to save harmless and indemnify the Alcan Releasee from any and all liabilities,
-7 -
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damages, interest, costs (including legal fees and disbursements as between solicitor and own
client), expenses and compensation of whatsoever kind in respect of any claim for contribution
or indemnity or otherwise.

5. AND the Province and Alcan hereby declare that in entering into this Mutual
Release they each understand and agree that they rely fully on their own judgment, belief and
knowledge of the nature of this document.

6. AND the Province and Alcan each acknowledge that the facts in respect of which
this Mutual Release is made may prove to be other than or different from the facts now known.
The Province and Alcan each expressly accept and assume the risk of the facts being different
and agree that all of the terms and conditions of this Mutual Release shall be effective and not
subject to termination by any discovery of any difference in facts or any new facts, save and
except only as provided in section 1 hereof.

7. AND the Province and Alcan each further confirm, acknowledge and agree that in
entering into:

(a) the Agreement; and

(b) the Concurrent Agreements, the Final Water Licence and the Amended Permit, all
as defined in the Agreement,

all promises, representations, collateral warranties or agreements, whether oral, written, express
or implied, not therein expressed are merged into the Agreement and are of no further legal force
or effect from the date of execution of the Agreement, unless this Mutual Release is rendered
void ab initio and of no force and effect pursuant to paragraph 1 hereof. The consideration stated
herein is the sole and entire consideration for this Mutual Release.

8. AND the Province hereby represents and declares that the Province has not
assigned any right of action concerning the matters hereby released to any person, corporation or
other legal entity who might claim against the Alcan Releasee.

9. AND Alcan hereby represents and declares that Alcan has not assigned any right
of action concerning the matters hereby released to any person, corporation or other legal entity
who might claim against the Province Releasee.

10. WHEREVER the singular is used throughout this Mutual Release, the same shall
be construed as meaning the plural where the context requires.

11. THE Province and Alcan each state that it has consulted with and has been
advised by its own solicitors before entering into this Mutual Release and that it -has carefully
read this Mutual Release, knows the contents hereof and signs the same as its own free act.

12. THE terms of this Mutual Release are contractual and not recitals.
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13. THIS MUTUAL RELEASE is governed by the laws of the Province of British
Columbia and the laws of Canada applicable therem.

IN WITNESS WHEREOF the parties have executed this Mutual Release on the
Sth day of August, 1997.

HER MAJESTY THE QUEEN IN RIGHT
OF THE PROVINCE OF BRITISH
COLUMBIA, as represented by the Minister
of Education, Skills and Training

Minister of Education, Skills and Training
and Minister responsible for the Industrial
Development Act

Witness: ALCAN ALUMINIUM LIMITED

Per: /Aﬂ
ature /) / ;:3 Jacq/ues Bougie, President and Chief
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