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HERITAGE PAPER CO.

July29, 1997

Top Hat PlanExemption
PensionandWelfareBenefitsAdministration
RoomN-5644
U.S. Departmentof Labor
200 ConstitutionAvenue,N.W.
Washington,D.C. 20210

Re: 29 C.F.R.Section2520.104-23
AlternativeReportingandDisclosureStatementfor
PensionPlansfor CertainSelectedEmployees

Ladies/Gentlemen:

In compliancewith the requirementsof the alternativemethodof reportinganddisclosureunderPart I of
Title I ofthe EmployeeRetirementIncomeSecurityAct of 1974 for unfundedor insuredpensionplansfor
a selectgroupof managementor highly compensatedemployees,specified in the aboveRegulation,the
following information is providedby the undersignedemployer:

Nameandaddressof Employer: HeritagePaperCo.
2400SouthGrand

SantaAna CA 92705

EmployerTax Identification No.: 95-3218907

The undersignedemployermaintainsa plan primarily for the purposeof providing deferredcompensation
for a selectgroupofmanagementor highly compensatedemployees.

Numberof Plans: 1

Participantsin eachplan:

Plan 1: 1 Plan2:_____
HeritagePaperCo.
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HERITAGE PAPER
DEFERRED COMPENSATION PLAN

PLAN DOCUMENT

Presentedby

QIGNATURE
L..) BusinessAd~150~5,~

3 Imperial Promenade,Ste. 100
SantaAna, CA 92707

(714) 957-6333

July 23,1997



Notesto AccompanyingSpecimenDocument

Theaccompanyingspecimenagreementhasbeenpreparedfor illustrationpurposes.SignatureBusiness
Advisors,Inc. (SBA) is a registeredinvestmentadvisorregulatedby thestateofCalifornia. SBA is
generallyengagedto perform an interdisciplinaryanalysisof financialplanning issueswhich may
include information regarding the tax, legal, and accountingdisciplines. The analysis and
recommendationsrenderedby SBA planners,SBA staff, or SBA attorneysis not intendedto fill the
needfor independenttax,accounting,or legal reviewby independentadvisors.Individuals areadvised
to seekthecounselofsuchlicensedprofessionals.
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HERITAGE PAPER
DEFERRED COMPENSATION PLAN

WHEREAS Heritage Paper(the Company) desiresto retaintheservicesofa selectgroupof
officers, management,andhighly compensatedemployeesandrecognizesthat thelossof the
servicesofanymemberofsuchgroupwould resultin substantiallossto theCompany;and

WHEREAS HeritagePaperdesiresto recognizethe servicesrenderedin thepastandto be
renderedin the future by the membersof such group until the respectivedatesof their
termination,retirementor death;

NOW THEREFORE, Heritage Paperhereby memorializesthe terms of the Deferred
CompensationPlan previously approvedand adoptedby the Companyfor suchgroup as
hereinaftersetforth.

ARTICLE 1-- DEFINITIONs

1.1 Account Balance: Book entriesmaintainedby theCompanyor agentthereofreflecting
DeferredAmountsandAdditions thereon;provided,however,thattheexistenceofsuch
book entriesandtheAccountBalanceshallnot createa trustofanykind, or a fiduciary
relationshipbetweentheCompanyandtheParticipant,his designatedBeneficiary(ies),
or otherbeneficiariesof theParticipant.

1.2 Additions: A dollaramountequivalentcreditedto a ParticipantsAccountBalanceby
theCompanyin accordancewith Section2.3 hereof

1.3 Beneficiarv(ies): Any personorpersons,asdesignatedpursuantto Article 4, to whom
anybenefitsmaybepayableuponthedeathofa Participantpursuantto Article 3.2.

1.4 Committee: TheDeferredCompensationPlanCommitteeestablishedby theCompany.

1.5 Company: HeritagePaperandanywholly-ownedsubsidiarythereof.

1.6 Compensation: Totalsalary,bonuses,feesand/orcommissionspaidor accruedby the
Companyfor servicesrenderedby a Participantandreportableon Form W-2 or Form
1099astaxableincomefor federalincometaxpurposes.

1.7 Deferred Amount: An amountcreditedto this Planby theCompanyin lieu ofpayment
to a ParticipantasCompensation.
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1.8 Effective Date of Plan: May 1, 1994.

1.9 Participant: A Participantshall be an officer, manager,or highly compensated
employeeoftheCompanywho is sodesignatedby theCommitteeandwhohasexecuted
anapplicationfor participationpursuantto Section2.1.

1.10 Plan: The Plan shall consistof the prior oral agreementregardingthis document
betweentheCompanyandtheParticipantasmemorializedin this documentandany
amendmentsthereto.

1.11 Plan Year: Januaryito December31;exceptfor thefirst PlanYearofthePlanwhich
beganon May 1, 1994andendedon December31, 1994.

1.12 Termination: The termination of the Participants employer/employee or
officer/corporationrelationshipwith the Companyfor any reason,including but not
limitedto thedeath,disability,or retirementof theParticipant.

ARTICLE 2-- DEFERRED COMPENSATION

2.1 Eligibility andParticipation:Eligibility to commenceparticipationin this Planshall
be restricted to those officers, managers,and highly compensatedemployeesso
designatedby the Committee.

(a) Application: An individual soeligible shallbecomeaParticipantby filing with
theCompanyawrittenapplicationfor participationin a form satisfactoryto the
Company,within thirty (30) daysofthedatewhenhe is first notified, in writing,
thathe iseligible to participate.If suchapplicationis notfiled within suchthirty
(30) dayperiod,suchindividual shallnot thereafterbepermittedto participatein
thePlanuntil thenextopportunitygenerallyavailableto all Participantsto make
or changetheirDeferralElections.

(b) DeferralElection:TheParticipantshall indicate,in awritten form satisfactoryto
the Company, the percentageor amount of Compensationto be deferred
commencingon the first daythathe is eligible to deferamountsunderthePlan
with respectto a specificPlanYear. SuchDeferralElectionshallbe irrevocable
andremainin effectuntil theearliestof(i) theParticipantmakesanewDeferral
Electionpursuantto thisArticle, (ii) thedatetheindividual no longerparticipates
in thePlan,or (iii) thedatethePlanis terminated.

(c) DeferralPercentage:TheCommitteemay, in its discretion,permit a separate
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deferralelectionto be madewith respectto a Participantsbasesalaryanda
Participantsbonus(if applicable). If suchapplicationis not filed within such
thirty (30) dayperiod,participationthereaftershallnotbepermitteduntil thenext
opportunity generally available to all Participants for changeof Deferral
Elections. The Participants Deferred Amounts shall be credited to the
ParticipantsAccountBalanceasofthedateor datesanyCompensationwould,
but for suchdeferral,bepayableto theParticipant.

(d) DeferralMaximumsorMinimums: Companymay establishamaximumand/or
minimum dollaror percentageamountof deferralwhich maybemadeby each
Participantannually. The Companyshall notify Participantsin writing of any
suchmaximumorminimumprior to thebeginningof eachPlanYear. If no such
notificationisgiven,theannualmaximumorminimumin effectfor theprior Plan
Year, if any, shallapplyfor thenewPlanYear.

2.2 No lessthanthirty (30) daysprior to the startofeachPlanYear,the Committeeshall
provide noticeto eachParticipantofthetermsandconditionsuponwhichdeferralsmay
bemadewith respectto suchPlanYearandmakeavailablea deferralform with which
to makeDeferralElectionsfor suchPlanYear. Suchelectionform must be filed at least
twenty(20) daysprior to thebeginningofthePlan Yearto which it pertainsandshall
beeffectiveon the first dayofthePlan Yearfollowing the filing thereof.

2.3 TheCompanyherebyagreesthatit will creditDeferredAmountswith Additionsthereon
from and after the datesDeferredAmounts are creditedto the Account Balance.
Additions to DeferredAmountsshall accruecommencingon the datetheAccount
Balancefirst hasapositivebalanceandshallcontinueuntil suchtimeastheremainder
oftheAccountBalanceispaid in full pursuantto thedistributionoftheRetirementor
DeathBenefits,whicheverapplies. Additions shall be calculatedon no lessthan a
monthlybasisbaseduponan interestratedeterminedby theCommittee.TheCommittee
shall have solediscretionto determinethe amountof Additions to becreditedto the
Account Balance.

2.4 A Participantshallcontinueto beeligible to participatein this Planuntil theearliestdate

on whichanyofthe following eventsoccurs:

(a) thePlanis terminatedpursuantto Article 5.1;

(b) thereoccursaTerminationof theParticipantasdefinedin Section 1.12;

(c) theCommitteemakesadetermination,for anyreasonandaccordingto its sole

discretion,that theParticipantis no longereligible to continueto participatein
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thePlan;

(d) the Participantincursa disability,asdefinedby its long-termdisabilityplan, and
hasreceivedbenefitsundertheCompanyslong-termdisability planfor atleast
six (6) months;or

(e) theParticipantretires.

2.5 At suchtime asit is determinedby theCommitteethata Participantis no longereligible
to participatein thePlanpursuantto Section2.5, theParticipant(or his Beneficiary(ies))
shall be entitled to a distributionof theirAccount Balanceexceptaslimited in this
Article andpursuantto Section2.6 andArticle 3.

2.6 Upon distribution, pursuantto Article 3, the ParticipantsAccount Balanceand all
Additions theretoshall be paid in annualinstallmentsfor a periodof ten (10) years
commencingwith thefirst dayof themonth following theParticipantsterminationto
the Participantor his Beneficiarywhicheveris applicable;provided,however,thatthe
Participantmaymakeone(1) requestprior to thetimebenefitpaymentsbeginto receive
distributionsfrom his AccountBalancein annualinstallmentpaymentsover ashorter
period,to be requestedby him in writing, thanwould otherwiseapply, or in a single
payment. The requestreferredto in theprecedingsentencemustbemadeat leastfifteen
(15) days prior to the datebenefit paymentsbegin and shall be irrevocable. The
Companymaygrantor denysuchrequestat its solediscretion.

Any suchsubsequentdirection by theParticipantshallbe irrevocableandthereforenot

subjectto furtherchangeby theParticipant.

2.7 In theeventaParticipantis granteda leaveof absence,no furtherDeferredAmounts

shallbecreditedto thePlan for thedurationofthe periodofsuchleave. Sucha leave

shallnot,however, entitle theParticipantto adistributionfrom thePlan.

2.8 A Participantmay notify the Company,in writing, thathe no longer wishesto defer
Compensationpursuantto Article 2.1 for a yearoryears,but thiswill not entitlehim to
adistributionfrom thePlan.

2.9 Shoulda Participantno longerbe eligible to participatein thePlanpursuantto Section
2.4, he may not thereafterparticipatein the Plan exceptupon prior approvalby the
Committeeandat theCommitteessolediscretion.
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ARTICLE 3-- BENEFITS

3.1 Retirement Benefit: If a Participants coverageunder this Plan ceasespursuantto
Section2.4 he shallbepaidaRetirementBenefit. Thisbenefitshallbe the Participants
entireAccountBalance,payablein accordancewith Section2.6.

3.2 Death Benefit: In the eventof the deathof aParticipantprior to commencementor
completionofall suchpaymentsdueandowinghereunder,theCompanyshallpaythe
AccountBalancein a lumpsumwithin thirty (30) daysof its noticeof suchevent. Such
continuing paymentsshall be made to the ParticipantsdesignatedBeneficiary in

accordance with Article 4.

ARTICLE 4-- BENEFICIARY

4.1 Upon applying for participationin thePlan,eachParticipantshalldesignateon a form
satisfactory to theCommitteeaBeneficiaryor Beneficiariesfor anybenefitswhichmay

becomepayablehereunderin the eventof his death. Any suchBeneficiarycan be
changedby aParticipantupongiving writtennoticeto theCompany.

4.2 TheBeneficiarywill bethepersonorpersonsnamedin theBeneficiarydesignationmost
recentlyfiled with theCompanyat thetime oftheParticipantsdeath.

4.3 If no Beneficiarydesignationhasbeenreceivedby the Companyfrom theParticipant
prior to his deathor if anypaymentis otherwiseto bemadeasprovidedunderthisPlan,
saidpaymentshallbemadeastheParticipantmaydesignateunderhis last Will, making

specific referencehereto;or if theParticipantfails to sodesignatesuchpersonorpersons
by Will, thensuchpaymentshallbemadein onelump sumto theParticipantsestate
pursuantto Section3.2.

ARTICLE 5-- MISCELLANEOUS

5.1 Amendmentand Termination:TheCompanyreservestheright to amend,in writing,
or to terminatethisPlanat anytime,with orwithout notice;provided,however,thatno
suchactionshallreducetheamountaccruedby anyParticipantor Beneficiaryunderthe

Plan prior to thedateof amendmentor termination.

5.2 Insurance: In theeventthat, in its discretion,the Companypurchasesan insurance
policyorpoliciesinsuringthelife ofaParticipant,to allow theCompanyto recoverthe
costofproviding benefits,in whole or in part, hereunder,neithertheParticipant,his
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P~e~~natedBeneficiarynoranyotherbenefi~aryshallhaveanyrightswhmsoevertherein
or in theproceedstherefrom. The Companyshallbe thesoleownerandbeneficiaryof
anysuchinsurancepolicyandshallpossessandmayexerciseall incidentsofownership
therein. No suchpolicy, policiesor otherpropertyshallbe held in anytrust for the
Participantor any otherpersonnor as collateral security for any obligation of the
Companyhereunder. The Participantshall haveno rights in any insurancepolicy
purchasedby theCompanyon his life.

5.3 No Contract ofEmployment:ThePlanshallunderno circumstancebedeemedto have
anyeffectuponthetermsorconditionsofemploymentofanyemployeeoftheCompany
whetheror not he is a Participanthereunder. Neitherthe offering of the Plan, the
paymentof anyexpenses,costsor benefit amountsassociatedwith the Plan, nor any
documentspublishedin connectionwith thePlanshall beconstruedashavingcreated
acontractofemploymentbetweentheParticipantandtheCompany.Additionally, this
Plan shallunderno circumstancesbedeemedto constituteacontractof insurance.

5.4 Benefitsnot Transferable: Benefitsunderthis Planshallnot be subjectin anymanner
to anticipation, alienation,sale,transfer,assignment,pledgeor encumbranceby any
Participantor Beneficiaryandany attemptto do so shall be null andvoid. Benefits
underthis Plan shall not be subjectto or liable for the debts,contracts,liabilities,
engagementsor tortsofanyParticipantor anyBeneficiary,normaythesamebesubject
to attachmentor seizureby anycreditorofanyParticipantor anyBeneficiaryunderany
circumstances.

5.5 Determination of Benefits: In theeventofaParticipantstermination,retirementor
death, he or his Beneficiary,asthecasemaybe,shouldnotify theCompanypromptly,

and the Company will then provide a claimants statement form for completion which
should be returned to the Company, together with an official death certificate, if
applicable.Within ninetydaysafterreceiptof anapplicationfor benefits,theCompany
shallnotify theapplicantof its decision. If specialcircumstancesrequirean extension
oftime, theCompanyshallnotify theapplicantof suchcircumstanceswithin ninetydays
afterreceiptoftheapplication,andtheCompanyshall thereafternotify theapplicantof
its decisionwithin 180 daysafterreceiptoftheapplication. If theapplicationis denied
in whole or in part,the Companysnoticeofdenialshallbe in writing andshallstate:

(a) thespecificreasonsfor denialwith specificreferenceto pertinentPlanprovisions
uponwhich thedenialwasbased;

(b) a descriptionof any additional materials or information necessaryfor the
applicantto perfecthis or herclaimandanexplanationofwhy the materialsor
informationarenecessary;and
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P (c)an explanationofthe Plans claimres~ewprocedure

During thesixty-dayperiodfollowing anapplicantsreceiptofanoticeofdenialofhis
applicationfor benefits,the applicantor his duly authorizedrepresentativemayreview
pertinentdocumentsandwithin sixty (60) dayssubmitawritten requestto theCompany
for reviewofthedenial.

An applicantsubmitting a requestfor review shall be allowed to submit issuesand
commentsin writing to the Company. The Companyshall afford an applicantwho
requestsahearinga full andfair reviewofthedecisiondenyingtheapplicationandmay,
in its solediscretion,hold ahearingto reviewanyor all issuesraisedby theapplicant,
which hearingshall takeplacewithin thirty (30) daysof the dateof the applicants
request.Within sixty (60) daysafterreceiptoftherequestfor review,theCompanyshall
issueawritten decisionto the applicant. If specialcircumstances,suchastheneedto
hold ahearing,requireanextensionoftime, theCompanyshall issueawrittendecision
no laterthan120daysafterreceiptoftherequestfor review. TheCompanysdecision
shall include specific reasonsfor the decision,written in a mannercalculatedto be
understoodby theapplicant,andcontainspecificreferencesto pertinentPlanprovisions
uponwhich the decisionis based.

5.6 No Trust: For purposesof Title I of ERISA, this Plan is intendedto qualify asan
unfundedplanmaintainedprimarily for thepurposeofprovidingdeferredcompensation
for aselectgroupofofficers,managers,or highly compensatedemployees,andshallbe
interpretedaccordingly.

No actionby the Companyor its BoardofDirectorsunderthis Planshallbeconstrued
as creatinga trust, escrow or other securedor segregatedfund or other fiduciary
relationshipofanykind in favor ofanyParticipant,his Beneficiary,oranyotherpersons
otherwiseentitledto his planbenefits,norshallanyofsaidpersonshaverightsunderany

agreement or insurancepolicy in connectiontherewithbetweentheCompanyandany
insurancecompany.The statusoftheParticipantandhis Beneficiarywith respectto any
liabilities assumedby the Companyhereundershall be solely thoseof unsecured
creditorsof theCompany.Any insurancepolicy or anyotherassetacquiredor heldby

the Companyin connectionwith liabilities assumedby it hereunder,shall notbedeemed
to be heldunderanytrust, escroworothersecuredor segregatedfundor otherfiduciary
relationshipof anykind for the benefitof the Participantor his Beneficiaryor to be
securityfor theperformanceoftheobligationsoftheCompany,but shallbe,andremain
a general,unpledged,unrestrictedassetof theCompanyat all timessubjectto theclaims
ofgeneralcreditorsoftheCompany. Notwithstandingtheforegoing,theCompanymay
transferassets,including anyinsurancepoliciesto agrantortrustofthetypeknownas
aRabbiTrustwith theCompanyasgrantorandownerof suchtrust.
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5.7 Plan Administration: ThePlanshallbeadministeredby theCompany. TheCompany
shall havetheexclusiveauthorityandresponsibilityfor all mattersin connectionwith
theoperationandadministrationofthe Plan. The Companyspowersanddutiesshall
include,but not be limited to, thefollowing: (a) responsibilityfor the compilationand
maintenanceof all recordsnecessaryin connectionwith thePlan; (b) authorizingthe
paymentofall benefitsunderthePlanandexpensesofthe Plan; (c) authorityto engage
such legal, accountingand otherprofessionalservicesas it may deemproper; (d)
discretionaryauthorityto interpretthePlan;and(e) discretionaryauthorityto determine
eligibility for benefitsunder the Plan and to resolveall issuesof fact and law in
connectionwith suchdetermination. Decisionsby the Companyshall be final and
binding uponall parties.

The Company,from time to time,mayallocateto otherpersonsor organizationsanyof
its rights,powers,anddutieswith respectto theoperationandadministrationof thePlan.
Any suchallocationshallbereviewedfrom time to time by theCompany;shall,unless
the Companyspecifiesotherwise,carry suchdiscretionaryauthorityasthe Company
possessesregarding the matter; and shall be terminableupon such notice as the
Company,in its solediscretion,deemsreasonableandprudentunderthecircumstances.

5.8 Satisfaction of Claims: Any paymentto a Participantor Beneficiaryor the legal
representativeof either,in accordancewith the termsof this Plan shall to the extent
thereofbein full satisfactionofall claimssuchpersonmayhaveagainstthe Company.
The Companymayrequiresuchpayee,asa condition to suchpayment,to executea
receiptandreleasethereforein suchform asshallbedeterminedby theCompany.

5.9 GoverningLaw: ThePlanshallbeconstrued,administered,andgovernedin all respects
in accordancewith the laws of the Stateof California to theextentnot preemptedby
ERISA. If anyprovisionofthis Plan shallbeheldby acourtofcompetentjurisdiction
to be invalid or unenforceable,the remainingprovisionsshall continueto be fully
effective.

5.10 OtherBenefits:Deferralsby theParticipantshallbegiveneffectin theCompanysother
benefitsplansand/orwhenevertheCompanyis requiredto verify theemploymentofa
Participant,asfollows:

(a) deferralsshallbeconsideredfor purposesofdeterminingthe Participantstotal
income when verifying a Participantsemploymentfor credit grantors,credit
reportingagencies,in responseto legalprocessand/orto otherauthorizedpersons
or entities;
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(b) wherepermissibleby theinsurerandsubjectto applicablelaw, amountspaid to
the Participantunderany salaryreplacementplan maintainedby theCompany
maybeusedto partially or totally replacetheParticipantssalaryand/orbonus
deferralsolong asthe employeeis aParticipantin the Planat thetime of the
requesteddeferral;

(c) exceptwherespecificallyexcludedby thetermsof suchplans,deferralsofbase
salary into the Plan shall be consideredby theCompanywhen determining
Participantsincome in connection with eligibility for bonus, incentive or
severancepayplansmaintainedby theCompany;

(d) deferralsup to themaximumamountsallowableunderthetermsofeachplanof
insurancemaintainedby the Companyon behalf of a Participant, shall be
includedin total incomeamountsreportedby theCompanyto suchinsurersfor
determinationofsuchmattersasinsuranceor salaryreplacementbenefits.

5.11 Construction:masculinegendershall be deemedto include the feminine andneuter
genders;thesingularto includetheplural; andtheplural to includethesingular;in each
casewhereappropriate.

5.12 Severability:If anyprovisionofthePlanis held invalid orunenforceable,its invalidity
or unenforceabilityshallnot affectanyotherprovisionofthePlan,andthePlanshallbe
construedandenforcedasif suchprovisionhadnot beenincludedherein.

5.12 Taxation:ThePlanis intendedto providetaxdeferredbenefitsundercertainprovisions
oftheInternalRevenueCode(theCode)butnot undercertainotherprovisionsofthe
Code. If theInternalRevenueServicefinds thatCompensationintendedto bedeferred
for federal income tax purposespursuantto the Plan are immediately taxableto a
Participantfor federal incometaxpurposes,theCompanymay,but shallnotberequired
to, amendthePlanto complywith theInternalRevenueServicerequirementsnecessary
to achievethedesiredfederalincometax benefitsrelatingto thePlan. Notwithstanding
theforegoing,eachParticipantagreesto be liable for anytax thatmaybe imposedbythe
InternalRevenueServiceor anyothertaxingentitywith respectto anybenefitsprovided
pursuantto the Plan (including,without limitation, any andall withholding taxes),
irrespectiveofwhethersuchtax consequenceswere intendedpursuantto the Planand
theParticipantfurtheragreesthattheCompanymaywithhold suchamountsasnecessary

from any distributionunderArticle 3 in orderto pay anysuchtaxes.

5.13 Indemnification:TheCompanyagreesto andshall indemnifyandholdharmlesseach
IndemnifiedPerson(ashereinafterdefined)from andagainstall claims,losses,damages,
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5.13 Indemnification:TheCompanyagreesto andshall indemnifyandhold harmlesseach
IndemnifiedPerson(ashereinafterdefined)from andagainstall claims, losses,damages,
causesofaction, suits, andliability ofeverykind, including all expensesof litigation,
court costs and reasonableattorneysfees, incurred in connectionwith the Plan.
IndemnifiedPersonshall mean eachemployeror officer of theCompanyandany
Employerandeachemployee,officer ordirectorofany oftheCompanysshareholders,
actingasa fiduciaryofthePlan. Suchindemnityshallapplyregardlessofwhetherthe
claims,losses,damages,causesofaction,suitsor liabilities arisein wholeor in part from
thenegligenceor fault on thepartoftheIndemnifiedPerson,exceptto the extentthere
hasbeena final adjudicationthattheclaim or liability resultsfrom thegrossnegligence
ofwillful misconductoftheIndemnifiedPerson.

ACKN~ED:
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