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ANNEX I!
Zonesfor the Pipeline and the Dempster Line in Canada

Zone | Foothills Pipe Lines (South Yukon) Ltd
Alaska Boundary to point of interconnection with the
Denpster Line at or near Whitehorse

Zone 2 Foothills Pipe Lines (South Yukon) Ltd
Whitehorse to Watson Lake

Zone 3foothills Pipe Lines (North B C) Ltd
Watson Lake to point of interconnection with Westcoasi's
main pipeline near Fort Nelson

Zone 4 Foothills Pipe Lines (North B C) Ltd
Point of interconnection with Westcoasi's main pipeline near
Fort Nelson to the Alberta-B C border

Zone 5Foothills Pipe Lines (Alta ) Ltd
Alberta BC border to point of bifurcation near Caroline,
Alberta

Zone 6 Foothills Pipe Lines (Alla ) Ltd
Caroline. Alta to Alberta-Saskatchewm border
Empress

Zone 7foothills Pipe Lines (Alta ) Ltd

- C aroline to Alberta-B C border near Coleman

near

Zone 8 Foothills Pipe Lines (South BC) Ud
Alberta-B C. border near Coleman to BC -United States
border near Kingsgate

Zone 9 Foothills Pipe Lines (Sask ) Ltd
Mberta-Saskatchewan border near Empress to Saskatche—
wan-United Sutcs border near Monchy

Zo. e 10foothills Pipe Lines tNorth Yukon) Ltd

Mackenzie De.u Gas fields in the Mackenzie Deltt, N W T.
a point near tbe junction of the Klondike and Dempster
ighways just east of Dawson, Yukon Territory

Zone 11 Foothills Pipe Unes (South Yukon) Ltd
A point near the junction of the Klondike and Dempster
Highways near Dawson to the connecting point with the
Pipeline at or near Whitehorse
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ANNEXE 1l
Zones pour le Pipe-line et la Ligne Dempster au Canada

Zone 1Foothills Pipe Lines ISouth Yukon) Ltd
De la frontiere de I'Alaska au point de raccordement de la
Ligne Dempster 6 Whitehorse ou a proximite de Whitehorse

Zone 2 Foothills Pipe Lines fSouth Yukon) Ud
De Whitehorse a Watson Lake

Zone 3 Foothills Pipe Unes (North B C) Ud
De Watson Lake au point de raccordement de la canalisation
"principale de la Westcoast, i proximite de Fort Nelson

Zone 4 Foothills Pipe Unes (North B C) Ud

Du point de raccordement de la canalisation principale de la
Westcoast, i proximite de Fort Nelson, a la frontiere entre
I'Alberta et la Colombie-Britannique

Zone S Foothills Pipe Unes (Alla ) Ud
De la frontiere entre 1Alberta et la Colombie-Britannique av
point de bifurcation a proximite de Caroline (Alberu)

Zone 6 Foothills Pipe Unes (Alta) Ud
De Caroline (Alberta) a la frontiere entre I'Alberta et la
Saskatchewan, a proximite d'Empress

Zone 7 Foothills Pipe Unes (Alta) Ltd
De Caroline a la frontiere entre I'Alberta et la Colombie
Briunnique. i proximite de Coleman

Zone 8 Foothills Pipe Unes (.outh B C) Ltd

De la frontiere entre I'Al' eru et la Colombie-Briunnique. a
proximite de Coleman, i la frontiere entre la Colombie-
Briunnique et les £uts-I Inis a proximite de Kingsgate

Zone 9 Foothills Pipe Une: 'Sask ) Ud
De la frontiere entre I'Alcrta et la Saskatchewan, a proxi—
mite d'Empress, a la fror >ae entre la Saskatchewan et les
Euu-Unis, a proximiti d Monchy

2'o.ie 10 Foothills Pipe Un/is (North Yukon) Ltd
Des gisements de gaz du delu du Mackenzie, dans le delu
ou Mackenzie, Territoires du Nord-Ouest, a un point situe a
proximite du carrefour des autoroutes du Klondike et de
Dempster, i 1'est de Dawson (territoire du Yukon)

Zone 11 Foothills Pipe Unes (South Yukon Ud
D’un point a proximite du carrefour des rutoroutes du Klon—
dike et de Dempster, | proximite de Dawson, au point dt
raccordement du Pipe-line a Whitehors ou i proximite d<
Whitehorse
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Cost Allocation in Zone 11

The cost of service in Zone 11 shall be allocated to United
States shippers on the following besis:

(i) There will be calculated, in accordance with (iii) below, a
percentage for Zones 1—9 in toul by dividing the actual
capital costs by filed capital costs and multiplying by 100. If
actual capital costs are equal to or less than 135% of filed
capital costs, then United Sutes shippers will pay 100% of
the cost of service in Zone 11. If actual capital costs in Zones
1—9are between 133%and 145%of filed capital costs, then
the percentage paid b> United Sutes shippers will be adjust —
ed between 100% and 66 2/3% on a straight-lufe basis,
except that in no case will the portion of cost of service paid
b> United Sutes shippers be less than the proportion of the
contracted volumes of Alaskan gas at the Alaslu-Yukon
border to the same volume of Alaskan gas plus the contracted
volume of Northern Canadian gas If the actual capiul costs
are equal to or exceed 145%o0f filed capital costs the portion
of the cost of service paid by United States shippers will be
not less than 66 2/3% or the proponion as calculated above

whichever is the greater

(i) There will be calculated a percentage for the cost over—
run on the Dawson to Whitehorse lateral (Zone 11) After
determining the dollar value of the overrun, there will be

deducted from it:
(@) the dollar amount b> which actual capiul costs in
Zones 1 7 8 and 9 (carrying Alaskan gas only) are less
than 133%of filed capital costs referred to in (iii) below;
(6) in each of Zones 2 3 4 5and 6 the dollar amount by
which actual capital costs are less than 135% of filed
capital costs referred to in (i) below, multiplied by the
proportion that the L'S contracted volume bears to the
total contracted volume in that Zone
if the actual capital costs in Zone 11, after making this
adjustment are equal to or less than 135% of filed capital
costs, then no adjustment is required to the perccnugc of the
cost of service paid by United States shippers as calculated in
(i) abowe If, however, after making this adjustment, the
actual capital cost in Zone 11 is greater than 135% of the
filed capiul cost, then the proportion of the cost of service
paid by United States shippers will be a fraction (not exceed
ing 1) of the percentage of the cost of service calculated in (i)
above where the numerator of the fraction is 135% of the
filed capital cost and the denominator of the fraction is
actual capital cost less the adjustments from (o) and (b)
above Notwithstanding the adjustments outlined above, in
no case will the percentage of the actual cost of service borne
by United Sutes shippers be less than the greater of 66 2/3%
or the proportion of the contracted volumes of Alaskan gas at
the Alaska-Yukon border to the sarme volume of Alaskan gas
plus the contracted volume of Northern Canadian gas

* Armended [} cdeactrr. INout followinf ihu Amne
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Repartition des couts dans lo Zone 11

Les couts de service dans la Zone 11 seront imputes aux
expediteurs ambricains sur la base suivante :
(i) On calrulera. conformbment au sous-alinea  (iii)
d-desscus, un pourcenuge pour les Zones 14 9 globalement
en divisant les coOts reels dinvestissement par les couts
d'invesiissement deposes et en multipliant le resultat par 100
Si les codts reels d’investissement sont bgaux ou inferieurs a
135% des cottts d'investissement deposes, les expediteurs
americains paieront 100 %des coGts de service dans la Zone
11 Si les cofits reels d'investissement dans les Zones 1a 9
representent entre 135 %et 145 %des couts d'investissement
dbposcs, le pourcenuge des coflts defrayes par les expediteurs
americains sera ajuste entre 100% et 66 2/3 % sur la base
d'une ligne droite, sauf que la portion des couts de service
defrayes par les expediteurs americains ne sera er. aucun cas
inferieur 4 la proponion des volumes de gaz de I'Alaska a la
frontiere entre le Yukon €l I'Alaska etablie par contrat par
rappon au meme volume de gaz dc I'Alaska ajoute au volurme
de gaz du Nord canadien eubli par contrat Si les couts reels
d'investissement sont bgaux ou superieurs a 145 % des couts
d'investissement deposes la ponion des couts de service
defrayes par les expediteurs americains sera d'au nMoins
66 2/3 % ou la proportion calculee ci-dessus, le Uux le plus
bleve bunt retenu
(i) On calculera le pourcentagc du depasserment de devis
pour le raccordement de Dawson i Whitehorse (Zone 11)
Apres avoir determine le nmontant du depassement on en
dbduira :
a) pour les Zones 1 7, 6 et 9 (transporunt 1 gaz de
I'’Alaska seulement) le monunt en dollars par lequel les
couts reels dinvestissement sont inferieurs a 135% des
couts dinvestissement deposes memionnes a lalmea (lii)
ci-dessous;
b) dans chacune des Zones 2, 3 4, 5el 6, le montant en
dollars par lequel les couts reels d investisserment sont
inferieurs 4 135 %des couts d investissement deposes men-
tionnes i 1'ainea (iii) ci-dessous. multiplie par ie rapport
entre le volume prevu par contrat pour les £uts-Unis ct le
volume toul prevu par contrat pour cette zone
Si les couts reels d'investissement dans la Zone 11 apres ce
rajustemeni. sont egaux ou inferieurs a 135% des couts
d'investissement deposes, il N> a pas lieu de rajuster le
pourcentage des frais de service defrayes par les expediteurs
americains selon le calcul mentionnb a I'alinca (i) ci-dessus
Si. toutcfois. apres rajustemeni, les couts reels d investisse—
ment dans la Zone Il sont superieurs a 135% des couts
d'investissement deposes, la pan des couts de services
defrayes par les expbdiieurs ambricains sera une fraction
(nexcedant pas 1) du pourcenuge des frais dc services
calcules en vertu de l'alinea (i) ci-dessus ou le numerateur
est 135 %des couts d'investissement depases et le denomir.a

*Modifiee per 1addendum rt produ:i o-dcuoas
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(iii) The Tiled capital cost to be applied to determine cost
overruns for the purpose of cost allocation in (i) and (ii)

above *ill be:

Filed Capiul Cos;
Estimates for the Pipeline
in Canada (millions of
Canadian dollars)

The Pipeline ir. Canada (Zone 1-91*

48*—1 260 Ib pressure pipeline— 3873
or 48— 1 6801b pressure pipeline— 4418
4234

or J4'— 1 1201b pressure pipeline—

* Thor Tiled capiul costs include and are based upon |C) t lm)pat. 41 inch
line from ihe Alaska 5 ukon border 10 the pgj f possible interconnection
near Whitehorse, |b) a l@psi. 4g.mch. or (iré]ﬁ pai. 4* inch, or lmpsi.
ja-mch line from the point of possible interconnection scar Whitehorse to
Caroline Junction: (c¢) a «J-inch line from Caroline Junction to tbe Canada
United States border near Moneh). Saskatchewan, and id) a 36-iach line from
Caroline Junction to the Canada-United Stales border near Kinpgate. British
Columbia These costs arc escalated for a date of commencement of operauoru

of January | 1913

Northern Pipeline Schedule 1

teur est constitue des couts reels d investissement moins les
ajustemcnts  prevus aux sous-alineas a) et b) ci-dessus
Nonobstant les ajustemcnts mentionnes ci-dessus. le pourcen—
uge des couts de senvice reels impuubles aux expediteurs
americains ne sera a. aucun cas infericur a 66 2/3 % ou au
rapport entre les volumes de gaz de (‘Alaska a la frontiere
entre le Yukon et I'Alaska iublis par contrat et le meme
volume de gaz de I'Alaska ajoute au volume de gaz du Nord
canadien par contrat le plus £leve de ces deux pourcentages

eunt retenu

(i) Les <vouts dinvestissement deposes* qui serviront a
caiculer les depassements de devis aux fins de la repartition
des couts prevue aux alineas (i) et (ii) cidessus seront:

Estimations des <couts
d'investissement deposes™
pour le Pipe-line au Canada
(en millions de dollars

canadiens)

Le Pipe-line au Canada*(Zones | a 9)
48 pouees — pression manometrique

de 1 260 livres — 3873
ou 48 pouccs — presuon manometrique

de 1680 livres — 4 418
ou 54 pouccs — pression manometrique

de | 120 livres — 4234

* Ces couts d investissement deposes comprenneni e: sont fpndes sur a) une
canalisation dc 41 poucus (prcttion manometrique dc | 260 livres au pouce
carrel i pertir de la frontiere entre I'Alaska ct le Yukon jutqu'au point
tveniud dc racoordecment a proximite da Whitehorse a Caroline Junction, 6)
une caiulttauon it 4| pouccs (pression manometrique dc | 260 Irvrcs tu pouce
carrel: ou de 41 pouccs (pression manometrique de | 610 livres au pouce
earrt). ou de 34 poucct (pression manometrique de | 120 livres au pot.ee
caret) | panir du point tvennrel de raecordcmcnl i prosimiic dc Whitehorse
r) une canalisation dc 42 pouccs de Caroline Junction a la frontiere cansdo-
americuine a proximite de Monchy cn Saskatchewan: ct d) une canalisation de
36 pouccs de Caroline Junction a U frontiere canado-amciicainc a proumite
dc Kingsfait en Colombie Briunnique Ces couts sont indocs en fonction de
la date du debut de I'exptoiuiiok du Pipe line le 1" yanvier 3983
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Zone 11 of the Dempster Line™

Pipe-line du hord

'Filed Capiul Cost
Estimates for the Pipeline
in Canada (millions of
Canadian dollars)

Zone 11 de la Litnc Dempster*

Cop NSW 3

Estimations des scouts
d'invesiisaetDCOt diposes™
pour le Pipe-line au Canada
(en millions de dollars
canadiens)

JO'—  Section of Dempster line JO pouocs —  Tronfon dc la Ligne
from Dempster de.
Whitehorse |
Whitehorse to Dawson— 59 ! S ca0
Dawson —
: i i ou J6 pouccs —  Tronfon del* Ligne
or 36'— ?ri(;tqlon of Dempster line Dempster de
Whitehorse to Dawson- 585 Whitehorse a s
Dawson —
or 42*—  Section of Dempster line ou 42 pouccs —  Tronfon de la Ligne
from Dempster de
. Whitehorse a
Whitehorse to Dawson- 705 76

Details for Zones | 9 are shown in the following uble

Filed Capital Costs for the Pipeline in Canada

Us diuilt pour lea Zones I a 9 figureni dans le ubleau suivant:

Couts d invesiitsement deposes peur le Pipe-line au Canada

48 48* 54%
1260 psi 1.680 psi 1 120 psi
S million S million S millipn
Zor.e (Canadian! (Canadian) (Canadian)
1 707 707 707
2 ypan 864 805
3 738 850 803
4 380 488 456
5 677 859 813
6 236 236 236
7 126 126 126
8 83 83 83
g** 205 205 205
Total 3873 4418 4 234
Zones
19

+ The eoau art caeatned for mdate of oc*nmcncamoil of operations of January

1 1915

«* The tut eonmprmrsion station in Zone 9 includes realities to provide compres—

sionupto | 440 5

48 pouccs 48 ponces 4 pouccs
1 260 livres 1680 livres 1 120 livres
au pouce au pouce au poucc
earri carte ca_rr_l
(en millions (en millions (en millions
de dollars de dollars de dollars
Zone canadiens) canadieni) canadiens'
| 707 707 707
1 864 805
738 850 803
380 488 456
677 859 813
236 236 236
126 126 126
83 13 83
205 205 207
Toul 3873 4418 4234
Zones

»Las ef¥s aat indeil™ 4la date dudtbui dc I'egtaiuiior. k1< comer 191!

ee La dernier* uution da oomprtaaion daiu la Zone 9 inclui des installations poui

foumir am compress** jusqu'a 1440 Ir*ra au pouce csrrt
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It is recognized that the above are estimates of capital costs
The> do not include working capital, property taxes or the
provision for road mtintenance in the Yukon Territor) (not to
exceed $30 million Canadian)

If at the time construction is authorized, both Governments
have agreed to a s arting date for the operation of the Pipeline
different from 'a uar> 1. 1983, then the capiul cost estimates
shall be adjusted or the difference in time using the GNP price
deflator fror. J»- uar> 1 1983 Similarly at tbe time construc—
tion is authorized for the Dempster Line, if the starting date for
the operation agreed to by the Canadian Government is differ—
ent from Jan a> 1 1985 then the capiul cost estimate shall
be adjusted for the difference in timing using tbe GNP price
deflator from January’ 1 1985 The diameter of the pipeline in
Zone 11 lo- purposes of cost allocation, may be 30", 36", or
42 o long as the same diameter pipe is used from the Delu to

Dawson ( Ic te 10)

The aciuil capital cost for purposes of this Annex shall be
the booked cost as of the date 'leave to open” is granted plus
amounts s.ill outstanding to be accrued on a basis to be
approved by the National Energy Board Actual capital costs
shail ex ude working capital, property uxes and direct
charges lor road maintenance of up to $30 million Canadian in
the Yuke specifically provided herein

For purposes of this Annex, actual capiul costs will exclude
the effect of increases in cost or delays caused by actions
attributable to the U S shippers, related U.S pipeline compa-
§ , Alaskan producers, the Prudhoe Bay deliverability or gas

litionin? plant construction and the United Sutes or Sute
emments If the appropriate regulatory bodies or the two
countries are nable to agree upon the amount of such o< - to
be excluded ihe determination shall be made in accordance
with the procedures set forth in Article IX of the Transit
Pipeline Treaty
The filed capital costs of facilities in Zones 7 and 8 will be
included in calculations pursuant to this Annex only to the
extent that such facilities are constructed to meet the require

ments of L' S shippers

ADDENDUM

(Resulting from an exchange of not >dated June 6, 1978
between the Governments of Canada and the United Sutes of
America)

The filed capiul costs specified in Annex 111 shall be deemed
to include all normal pipeline costs incurred in constructing ges
pipeline facilities in Canada except those specifically excluded
in the provisions of the Annex and include such items as an
allowance for funds used during construction Tbe filed capiul

Northemn Pipeline
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Il est reconnu que les couts d investissement mcntionnes
ci-dessus sont des estimations lls ne comprennent pas le capital
d exploitation les imp6u fonciers ou les fonds necessaires a
I'entretien des routes Jans le territoire du 'i ukon (ne devant pas
depasser 30 millions de dollars canadiens)

Si au moment ou la construction est autorisec les deux
Gouvernements on! convenu dune date pour le debut de I'ex-
ploiution du Pipe-line autre que le I* janvier 1983. les estima—
tions des couts d'investissement seront ajustees en fonction de
cette nouvelle date au moyen de I'indice d'ajustement au PNB a
compter du I* janvier 1983 De mene, lorsque sera donnee
I'kutorisation de construire la Ligne Dempster si la date de
debut d'exploitatjon acceptee par le Gouvernement du Canada
n'est pes le 1" janvier 1986. (estimation des couts d'investisse-
ment sera rajustee pour la meme raison, au moycr. de ce meme
indice a compter du 1" janvier 1985 Aur fins de la repartition
des couts, le diamitre du Pipe line dans la Zone 11 pourra etre
de 30, 36 ou 42 pouccs pourvu que le dtamctre du Pipe-line
entre le Delu et Dawson (Zone 10) soit le menme

Aux fins de la presente Annexe les couts reels d mvesitsse-
ment seront les couts arretes a la date d'autoriution de mise en
service plus les moniants en souffrance desant etre calcules tijr
ure base qu'approuvera | Office national de | energie Les coiis
reels d'investisserment ne comprendrom pas le capital d'exploisti-
tion ni les impots fonciers. ni les charges directes au litre d:
I'entretien des routes dans le territoire du Yukon jusqu a con—
currence de 30 millions de dollars canadiens. en conformite des
dispositions expresses dans les presentes

Aux fins de la presente Annexe, on exclura du calcul des
couts reels d'investissement I'efTet des hausses de prix ou des
reurds attribuables aux expediteurs americains aux societes de
pipe lines americaines qui leur sont liees. aux producteurs de
I'Alaska a la capacite de livraison ou a la construction d'une
usinc de ".raitemeni du gaz a Prudhoe Bay et aux Gouterne-
ments des £uu-Unis ou de I'Etat St les organismes reglemen-
uires appropries des deux pays ne peuvent sentendre sur le
rmontant des couts a exclure. le montant sera fixe en vertu des
procedures enoncees a I'Article IX du Traite sur les pipe-lines
de transit

Les couts d investissement deposes des installations dans les
Zones 7 et 8 seront indus dans les calcuis conformement a la
prescnte Annexe seulcrmem dans la mesure cu de telles installa—
tions sont construitcs pour satisfaire les exigences des expedi—
teurs des £uts-Unis

ADDENDUM

(Origine :echange de notes du 6 juin 197-3 entre les
gouvernenments du Canada et des fetais-Unit d’Amerique)

Les couts d investissement deposes precises a l'annexe 111
sort riputes comprendre tous les frais pipeliniers notrnaux
engages dans la construction d'insullations de pipe-lines de gaz
au Canada, sauf ceux expressement exclus dans les dispositions
de l'annexe. et comprennent des articles tels qu'une alkocation
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costs in Annex 111 shall also be deemed to include an allowance
o< and recover} of regulatory monitoring costs
The following additions shall be made to the tabulations
contained in Pan (iii) of Annex IlI:
(A) To the table captioned. * ‘Filed Capiul Costs " Esti-
mates for the Pipeline in Canada (millions of Canadian
dollars): The Pipeline in Canada (Zones 1-9)", insert as line
four the following phrase:
"or 56' — 1,080 Ib pressure pipeline — 4,325"
(B) Footnote 1 subpart (b) to tbe said Uble shall be modi-
fied to read in ils entirety:
"(b) a 1,260 psi, 48-inch; or 1,680 psi, 48-incb; or, 1,120
psi 54-inch; or 1,080 psi 56-inch line from the j»int of
possible interconnection near Whitehorse to Caroline
Junction."
(C) To the uble captioned: "Filed Capiul Costs for the
Pipeline in Canada", add an additional column as follows:

“5g
1.080 psi
S million

(Canadian)

t07

817
874
427
850
236
126

S3
205

4,325"

ANNEX IV
Dtrtcil Charges by Public Authorities
«| Crossing damages (roads, railroad crossings, etc ; this item
is usually covered in the crossing permit)

*2 Road damages caused b> exceeding design load limits

*3 Required bridge reinforcements caused by exceeding design
load limits

*In_lhe cut of thtte iitmi tnd til other rotd-rttkKC ehtrpu"% public
tuihoruio loul chirjo in the Yukon Temioey itull notucacd I1SO oullwr.

Orudun

Pipe-line du hard
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au titre des fonds utilises pendant la construction Les couts
d’investissement diposes de lannexe Il sont aussi reputes
comprendre v : allocation au titre des frais d’inspection regle-
menuire et di recuperation
Les ajouts su. .nis sont apportes aux ubleaux que renfcrme
la Partie (iii) de I'annexe I11:
A) Au ublcau intitule: (Estimations des (Couts d'investisse-
ment dEposEs> pour le Pipe-line au Canada (en millions de
dollars canadiens): Le Pipe-line au Canada (Z”nes 1a 9).
s'ajoute en quatriime ligne le passage tuivant:
*0u 56 pouoes — pression manometrique de | 080 livres —
4 325*
B) La partie b) de la note infrapaginale | a laquelle renvoie
ledit ubleau se lit maintenant cn entier comme suit:
*b) une canalisation de 48 pouoes (pression manomitrique
de 1260 livres au pouce carrt); ou de 48 pouces (pression
manombtrique de 1680 livres au pouce carre); ou de 54
pouces (pression manomitrique de 1120 livres au pouce
carrd); ou de 56 pouces (pressior. manometrique de | 080
livres au pouce carre) j panir du point fcventuel de raccor-
dement 4 proximite de Wohitehorse jusqu’a Caroline
Junction;*
C) Au tableau intitule : (Couts d'investissement deposes pour
le Pipe line au Canada*, s'ajoute la colonne suivante

(56 pouces
1080 \'ivres au pouce carre
(en millions de dollars canadie.s)

707
817
874
427
850
236

126

83
205

ANNEXE IV
Charges directes Imposies par les auioritii publiques
1 Dommages causes par les crotsements (routes, voies fcrrees
etc) Ce point figure babituellemeni dans le pcrmis de
croiscment
2 Dommages aux routes causes par un dipassc/nent des
limites techniques de poids

3 Renforccment nfeessaire de ponts entraine par un depass:
ment des limites techniques de poids

*Pourat poinua teult tttrt chtric inpx4<p«r Id tuiontb publiques ci lice i
It *«ne. It tommt 6a cbtr|a louta dim le wmioirt 6u Yukon rwdeptueri

pu X) mHofUdc doiUn arudxru
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Airfield and aintrip repairs
Drainage maintenance
Erosion control

Borrow pit reclamation

Powerline damage

© © N o U N

Legal liability for fire damage
10 Utility system repa (water sewer, etc )

11 Camp waste disposal
12 Camp site reclamation
13 Other items specified in environmental stipulations

14 Costs of surveillance and related studies as required by
regulatory bodies or applicable laws

ANNEX V
Statement by tbe Government of the Province o f Alberta

The Government of the Province of Alberta agrees in princi-

Nole to the provisions contained in the Canada-United Sutes
Akpcline Treaty of January 28, 1977, and furthermore, Alberta

prepared to cooperate with the Federal Government to ensure
that the provisions of the Canada-United Sutes Treaty, with
respect to non-interference of throughput and non-discriminato-
r> treatment with respect to uses. fees, or other moneury
charges on either the Pipeline or throughput, are adhered to
Specific details of this undertaking will be the subject of a
Federal-Provincial Agreement to be negotiated when the Cana-
da United States protocol or undersunding has been finalized

Statement by the Government o f the Province o f Saskatchewan

The Government of Saskatchewan is willing to cooperate
with the Government of Canada to faciliute construction of the
Alcan Pipeline through southwestern Saskatchewan and, to that
end. the Government of Saskatchewan expresses its concurrence
with the principles elaborated in the Transit Pipeline Agree-
ment signed between Canada and the United. Sutes on
January 28. 1977 In so doing, it intends not to Uke any
discriminatory action towards sueb pipelines in respect of
throughput, reporting requirements, and cnvironmenul protec-
tion. pipeline safety, uses, fees or moneUry charges that il
would not Uke against any similar pipeline passing through iu
jurisdiction Further deuils relating to Canada-Saskatchewan
relations regarding tbe Alcan Pipeline will be the subject of
Federal-Provincial agrecmenu to be negotiated after a Canada
United Sutes undersunding has been finalized

Northern Pipeline
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4 Reparations aux terrains et pistes d'atierriatage
Entretien du systime dc drainage

Contrflle de I'erosion

5

6

7 Recuperation de baliastieres

8 Dommages causes aux lignes i haute tension
9

Resporusbilite juridique pour les dommages causes par le
feu

10 Reparations des services d'utiliti publique (eau, egouts,
* etc.)

11 Evacuation des dechets des campemcnts
12 Riginiration du site des campcments

13 Autres points regis par ¢ s dispositions reglememaires
ayant trait i I'environnement

14 Cout de la surveillance et des itudes connexes telles que
requises par les organismes reglementaires ou les lois
pcrtinentes

ANNEXE V
Declaration du Gouvernement de lo province de I'Alberta

Le Gouvernement de la province de I’Alberta souscrit en
principe aux dispositions contenues dans le Traili canado-
americain sur les pipe-lines signl le 28 janvier 1977 et est
dispose de plus a cooperer avec le Gouvernement federal pour
assurer le respect des dispositions dudit Traite en ce qui a trait
i la non interference avec la continuite du debit et au traite-
ment non discriminatoirc cn matiere de taxes, de droits ou
dautres charges monetaires s'apphquant au Pipe-line ou au
debit Les modalites de cel engagement feront lobje: dun
accord federal-provincial qui sera negocie apres la conclusion
du protocols ou de (‘entente entre le Canada et les Euts-Unis

Declaration du Gouvernement de la province de la
Saskatchewan

Le Gouvernement dc la province de la Saskatchewan es:
dispose i coopirer avec le Gouvernement du Canada afin de
faciliter la construction du Pipe-line Alcan sur la partie sud-
ouest de son territoire ct, i cette fin, le Gouvernement de la
Saskatchewan souscrit aux principes inonces -dans I'Aceord sur
les pipe-lines de transit signe par le Canada et les Etats-Unis Je
28 janvier 1977 Ce faisant, Ic Gouvememem de la Saskatche-
wan entend oc prendre i Tigard dudit Pipe-hne aucune mescre
discriminatoirc concernani le debit, les exigences cn matiere de
rapport, la protection de I'environnemeni, kt sicuriti du Pipe-
line, les taxes, droits ou autres charges tnoniuires qu’il ne
prendraii: i Tigard de tout autre pipe-line uemblable travemnt
ton territoire Les autres modalitis rigissxnt les relations entre
le Canada ct la Saskatchewan relatives au Pipe-line Alcan
feront I'objet d'aocords fidiraux-provinciaux qui seront nego-
ciis apres la conclusion d'une entente entre le Canadz et les

Euts-Unis
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Statement by the Government o f the Province o f British
Columbia

The Government of tbe Province of British Columbia agrees
principle to the provisions contained in the Canada-United
States Pipeline Treaty of January 28, 1977, and furthermore
British Columbia is prepared to ooopente with the Federal
Government to ensure that the provisions of the Canada-United
Sutes Treaty, with respect to non-interference of throughput
and Don-discriminatory treatment with respect to taxes, fees or
other moneury charges on either the Pipeline or throughput,
are adhered to Specific deulls of this undertaking will be the
subject of a Federal-Provincial Agreement to be negotiated it
as early a date as possible Such agreement should guarantee
that British Columbia's position expressed in its telex of
August 31 is protected

1977-78.¢ 20, Sch 1

SCHEDULE 1l
(Section 21)
COMPANIES

Foothills Pipe Lines (South Yukon) Ltd
Foothills Pipe Lines (North BC ) Ltd
Foothills Pipe Lines (South BC ) Ltd
Foothills Pipe Lines (Alu ) Ltd
Foothills Pipe Lines (Sask ) Ltd

1977-78, ¢ 20 Sch Il

SCHEDULE I
(Sections 21 and 22)
TERMS AND CONDITIONS
Ownership o f Pipeline

1 The pipeline shall be the property of and shall be
operated by the company

Design and Construction

2 Subject to condition 18, the company shall cause the
pipeline to be designed, manufactured, locqted, constructed,
installed and operated in accordance with those specifica-
tions, drawings and other information or data set forth in
tbe applications of Foothills Pipe Lines (Yukon) Ltd, the
Alberu Gas Trunk Line (Canada) Limited, Westcoast
Transmission Company Limited, and Alberu Natural Gas
Company Limited and in the submission of The Alberu Gas
Trunk Line Company Limited to the Board, as amended
during the Hearing and in the undertakings given by those
companies during the Hearing or as ordered, directed or
approved by the designated officer and no design, specifica-

Pipe-line du Nord
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Declaration du Gouvernement de la province de la
Colombia-Britanniqut

Le Gocvernement de la province de la Colombie-Briunnique
souscrit en principe aux dispositions coetenues dans le Traite
canado-amiricain sur les pipe-lines signf le 28 janvier 1977 et
est dixpoxl de plus 6 coopirer avec le Gouvernement federal
pour assurer le respect des dispositions dudit Traiti cn ce qui a
trait i la ooa-interftrence avec la coninuitl du dibit et au
traitement boo discriminateire es mature de taxes, de droits ou
d'autrcs charges mooluire* I'apptiquant au Pipe-line ou au
dibit Let oodalitls de cet engagement feront fobjet d'un
accord f&Hral-proviocial qui sera nlgodl dans lex meilleurs
delais Un icJ accord devrait garantir la protection de la position
exprimfe par la CoJombie-Britaiinique dans son tUlgnjiune du
31 aodt
1977-78, ch. 20.ann |

ANNEXE 11
(article 21)
COMPAGNIES

Foothills Pipe Lines (South Yukon) Ltd
Foothills Pipe Unes (North B C) Ltd
Foothills Pipe Unes (South B C) Ud
Foothills Pipe Unes (Aha) Ud.
Foothills Pipe Unes (Sask) Ud

1977-78, ch 20, ann Il

ANNEXE 111
(articles 21 et 22)
modallrEs
Propriiti du pipe-line

1 Le pipe-line appartient a la compagnie et est exploitl
par cette derniere

Conception et construction

2 Sous reserve de la modalitl n* 18, la compagnie doit
(‘assurer que le pipe-line est con?u, fabrique, situl, mis en
place, insulll et exploitl confonnlmcnt aux splcifications,
de&sins ct autres rtnseigncmenu ou donnies, ponfcs a la
demande faite a I’OfTicc par la Foothills Pipe Unes (Yukon/
Ltd, VAlberta Gas Trunk Une (Canada) Limited, la West-
coast Transmission Company Umited et VAlberta Natural
Gas Company Umited et au memoire qui lui a Itr  isenil
par VAlberta Gas Trunk Une Company Umited, t. qu'ils
ont 111 modifies au court de I'Audience et touscrits i litr
d'engagement au cours de I'Audience, ou tels qu'ils ont ct.
ordocnes, presents ou approuvls par le fonctionnaire desi-



3

non location drawing or other information or data shall be
as ordered directed or approved by the desig-

\aried except
nated officer

3 Without limiting the generality of condition 2 the
company shall submit to the designated officer

(a) information satisfactory to him in support of final
detailed design, including the results of field tests and
experiments and analyses thereof;
(b) the final detailed design of each section or part of the
pipeline for his approval:
(c) before construction commences detailed construction
specifications and procedures as well as inspection proce-
dures satisfactory to the designated officer; and
(<)) a schedule for project control, using a scheduling
system acceptable to the Agency which schedule shall
(i) govern the company's activities that can reasonably
be anticipated in connection with the project,
(i) include schedules for regulatory reviews and
approvals and
(iii) be updated a: thirty day intervals or as otherwise
requested by the Agency

The company shall not commence construction of a

Awcuon or part of the pipeline until the designated officer

has given the approtal of the final design of that section or
part as required by paragraph (b) of condition 3

5 The company shall file with the designated officer,
forthwith after execution every contract between the com-
pany and the principal construction contractors and every
substantive amendment thereto

6 Every contract referred to in condition 5 shall contain a
clause requiring the construction contractor to file with the
company, forthwith after execution of that contract.

(a) a copy of every collective agreement between the

construction contractor and a union that is in effect as of

the day the contract referred to in condition 5 is entered
into; >

(6) a copy of every amendment to a collective agreement

refened to in paragraph (0);

(c) a copy of every collective agreement and amendment
thereto that is entered into subsequent to a collective
agreement referred tn in paragraph (a) during the term of

tbe contract referred to in condition 5,
and the company shall file a copy of every such collective
agreement and amendment thereto with the designated offi-
cer forthwith after the copy is filed with the company

Chap N-26 Northern Pipeline Schedule 111

gne et il ne sera fait aucune modification au* conceptions
specifications emplacements dessins renscignements ou
donnees, si ce nest dans la mesure ou le fonctionnaire
designe l'ordonne. le prescrit ou | approuve

3 Sans que soit limitee la portee generate de la modalite
n* 2, la compagnie presente au fonctionnaire designe :
a) les renscignements qu'il estime satisfaisants pour
etayer la conception finale et dctaillee, y compris la tcneur
des essais sur le terrain et lI'analyse de ieurs resultats:
. b) ia conception finale et detaillee de chaque section ou
partie du pipe-line pour son approbation:
c) avant le debut des travaux. les specifications et modali-
tes detaillees de construction et les modalites d'inspection
qui saiisfoni le fonctionnaire designe:
d) un plan d execution pour ie tontrole du projes, et2bli
selon une methods acceptable pour I’Administration it
qui doit:
(i) regir toutes ies activites de la co.ropagnie relatives a.,
projet que lon peut raisonnablemes tijrcvoir,
(ii) comprendre des plans concereant les exameis ei
approbations regiemcntaires.
(iii) itre mis a jour tous les trente yairs ou autrenient
comme le demande I'Administratic .

4 La compagnie ne peut entreprendre la construction
d une section ou d'une partie du pipe-line avant d'avoir
obtenu a leur egard lapprobation visee a 1l'alinea b) de la
modalite n* 3

5 Des leur signature ia compagnie depose aupres du
fonctionnaire designe tout contrat passe avec ses principaux
entrepreneurs en construction et toute modification de fond

qui y est apportee

6 Chaque contrat vise a la modalite n* Sdoit contenir une
clause portant que I'entrepreneur en construction doit depo-
ser aupres de la compagnie, des la signature de ce contrat:

a) une copie des conventions collectives auxquelles sont

parties I'entrepreneur et un syndicat. en vigueur le jour de

ia signature du contrat vise a la modalite *>5;

b) une copie des modifications apponr-.is aux conventions

collectives visees a I'alinea a),

¢) une copie des conventions collarsives posteri»res i

celles visees « 1'alinea a), ainsi qur leurs modifipitiorc.

pendant la durfce du contrat vise i Is modaliti n*5
La compagnie doit deposer une copie de ces conven tions et
de leurs modifications au bureau du fonctionnaire designe

immediatemem apres le dcp6t de la copie aupres de la
compagnie
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Social Economic and Environmental Matters

7 The company shall, in respect of social and economic
matters and environmental, fisheries and agricultural con-
cerns comply with the undertakings given by Foothills Pipe
Lines (Yukon) Ltd , The Alberu Gas Trunk Line (Canada)
Limited. Westcoast Transmission Company Limited, and
Alberu Natural Gas Company Ltd and in tbe submission
of The Alberu Gas Trunk Line Company Limited to the
Board, as amended during the Hearing or such orders or
directions as may be made or given by tbe designated
officer f

8 Prior to the approval of the final deuiled design'of each
section or part of the pipeline, the company shall submit to
the designated officer

(a) the results of such further studies in respect of social

and economic matters, environmenul, fisheries and

agricultural concerns as may be ordered or directed by the
designated officer; and

(b) the recommendations of its environmental consulunts

for the protection of fisheries, farm lands and the

environment

Manpower and Procurement

9 V.ith respect to the use of Canadian labour,

(a) the company shall submit to the Minister, on or
before a date to be fixed by him, a detailed manpower
plan designed to ensure the maximum possible use of
Canadian labour in the planning, construction and opera-
tion of the pipeline:

(6) subject to any amendment approved by the Minister,
the manpower plan referred to in paragraph (a), when
approved by the Minister constitutes the company’s man-
power plan, and the company shall comply therewith

10 ttuh respect to Canadian participation and content,
(a) the company shall design a program for the procure-
ment of all goods and services for the pipeline that ensures
that
(i) Canadians have a fair and competitive opportunity
to participate in the supply of goods and services for the
pipeline
(ii) the level of Canadian content is maximized so far
as practicable, with respect to the origin of products,
services and their constituent components,
(iii) maximum advantage is taken of opportunities pro-
vided by the pipeline to establish and expand suppliers
in Canada that can make a long term contribution to
the Canadian industrial base, and
(iv) maximum advantage is taken of opportunities pro-
vided by the pipeline to foster research, development
and technological activities in Canada;

Pipe-lint du Word
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Questions sociales economiques el ecologiques

7 En ct qui a trait tux questions sociales, Ecologiques et
Economiques, et a celles qui portent sur les pEcheries et
(agriculture, la compagnie est tenue de se conformer aux
engagements pris par la Foothills Pipe Unes (Yukon) U d,
VAlberta Cas Trunk Une (Canada) Umited, la Westcoast
Transmission Company Umited et VAlberta Natural Gas
Company Ud et i ceux contenus dans le mcmoire que
VAlberto Cas Trunk Une Company Umited a prEsente a
Office, sous reserve des modifications apportEes a I’Au-
dience et des ordres Enunant du fonctionnaire dEsigne

8 Avant (‘approbation du projet final de chaque section
ou partie du pipe-line, la compagnie soumet au fonctionnaire
dEsigne :

a) le rEsultat des autres Etudes que peut exiger ou deman-

der le fonctionnaire designe relativement aux questions

sociales, Ecologiques et Economiques et a celles qui ont
trait aux pecheries et a Tagriculture;

b) les recommandations de ses experts-conseils pour la

protection des pecheries des terres agricoles et de

I’environnement

Main-d aeuvre etfourniture de biens et services

9 En ce qui a trait a I'emploi de main-datme
canadienne:
a) la compagnie soumet a I’'approbation du ministre. a la
date qu’il fixe ou avant, un plan de recrutemcnt detaille
qui visera a favoriser au maximum [I’utilisation de la
main-dceuvre canadienne pour la planification, la cons-
truction et I'exploitation du pipe-1 ne;
b) une fois approuve, mais sous rEserve de toute modifies
tion qui pourrait y Etre apportee avec l'assentiment du

ministre, le plan vise a Talinea a) lie la compagnie

10 En ce qui a trait i la participation et au contenu

canadiens:

a) la compagnie etablira son programme -"achat de tous

les biens et services necessaires au projet de sorte que :
(i) les Canadiens puissent avoir l'occasion de participer
Equitablement a la fourniture des biens et services
destines au pipe-line,
(ii) le contenu canadien soit optimise, dans la mes-re
du possible, quant a l'originc des produits, des services
et de leurs parties composantes.
(iii) les possibilites qu’offre le pipe-line de crecr ou de
developper, au Canada, des entreprises durables de
fourniture de biens et services, soient exploitees au
maximum,
(iv) les occasions qu’offre le pipe-line de promouvoir la
recherche et le dEveloppemcnt, ainsi que les activites
technologiques au Canada, soient exploitees au
maximum;
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(A) the compan) shall subir.it to the Minister in such
detai' as ma) be required by the Minister and on or

before a date to be fixed by him. a report setting out
(i) the program referred to in paragraph (a), and
(ii) the procedures that tbe company proposes to follow
in order to implement that program including such
procedures as the Minister may require respecting prior
approval by the designated officer in respect of pro-
posed contracts or classes of contracts specified by the
Minister and including procedures to ensure to the
Minister's satisfaction that proposed contracts for the
supply of goods or services from outside Canada will
not involve unfair trade practices;

(c) subject to any amendment approved by the Minister,

A) la compagnie soumet a (‘approbation du ministre de la
fafon dcuillee et i la date qu'il fixe ou avant, un rapport
expo&ant;

(i) le programme mentionnA a 1'alinea a),

(if) les modalites d'application de ce programme,
notamment les procedures que Ic ministre exige relati-
vement a l'approbalion prealable par le fonctionnaire
designe des contrats projetes ou des categories dc con-
trats que specific le ministre et notammen: les procedu-
res visant i assurer i la satisfaction de ce dernier que
les contrats projetes pour la fourniture de biens ct
services en provenance de l'ctranger ne donneront pas
lieu a des pratiques commerciales deloyales;

c) sous reserve de toute modification qui pourrait y etre

the report referred to in paragraph (A), when approved by
the Minister constitutes tbe company's procurement
policy and procedures and the company shall comply
therewith; and

(dJ prior to the submission and approval of the report
referred to in paragraph (A), the company shall make no

apportAe avec I’assentiment du ministre, le rapport vise a
Talinea A) constitue, une fois approuve par le ministre la
politique d'achat de la compagnie et ses modalites d'app It-
cation, et celle-ci doit s'y conformer;

d) avant le depdt et l'approbat:7u du rapport vise ,i
I'ajinea A), la compagnie ne peut fair: aucun achat impoi

major purchases without prior approval of the Minister unt qui n'ait ete au prealable autorise par le ministre

11 La compagnie foumit au ministre et a I'Office. avant
leur signature, la copie des contrats projetes de fourniture de
biens et services requerant l'approbation prealable du fonc-
tionnaire designe en vertu des procedures visees a la moda-
lite IOA)(ii)

)1 The company shall provide tbe Minister and the
Board pnor to the execution thereof, with copies of every
proposed contract for the procurement of goods or services

ANjat require the prior approval of the designated officer
A B der the procedures referred to in condition '0(A)(iij

Financing

12 (1) The company shall, before :he commencement of
construction of the pipeline,
(a) file with the Minister and the Board evidence that the
company has been incorporated in Canada and is not a
non-eligible person within the meaning of the Foreign
Investment Review Act, chapter 46 of the Statutes of
Canada. 1973-74, as that expression was defined in that
Act on April 13, 1978;
(A) establish to the satisfaction of the Minister and the
Board that financing has been obtained for that portion o(
the pipeline hereinafter referred to as the prcbuilt sec-
tions, that will be used for the transmission of Canadian
natural gas to the United States prior-to the completion of
the pipeline;
(r) establish to the satisfaction of the Minister and the
Board that financing of that portion of the pipeline other
than tbe prebuilt sections, hereinafter referred to as the
northern section, can be obtained to enable the pipeline to
be completed before the end of 1985 and that protection
can be provided against risk of noncompletion of the
pipeline and interruption of construction on a basis
acceptable to the Minister and the Board; and
(d) file with the Minister and tbe Board documents relat-
ing to the financing obtained for the prebuilt sections and

Financement

12 (1) La compagnie doit, avant d entreprendre la cons-

truction du pipe-line:

a) deposer aupres du ministre et de I'Office une preuve
attestant qu'elle a ete constitute au Canada et qu die n:
constitue pas une personne non admissible au sens de la
Loi sur I examen de I'investissement etranger, chapitre 46
des Sututs du Canada de 1973-74, en date du 13 avril
1978;

A) prouver, i la satisfaction du ministre et de I'Office,
qu'elle s’est assure le financement de la partie du pipe line
designte ci-aprAs sous le nom de «tron;ons construils i
I’avance*. qui servira a transporter du gaz nature! cana-
dien vers les fetats-Unis avant I’achevement du pipe-'iine;
c) itablir, a la satisfaction du ministre et de I'Office
qu’elle peut obtenir le financement des parties du pif«-
line autres que les tronfons pre-canstruits, dtsigrtees i.i-
aprAs sous le nom de atronpon nord», de maniere i poux»-..ir
acbever le pipe-Une avant La fin d: 1985, et qu'elle peut
of Trir une garantie jugee acceptable par le mitnistn.- et
I'Office centre le risque d'un non achevement du pipe line
et d'une interruption de la construction;

d) d6poser auprAs du ministre et de I'Office des docu
ments conccrnani le financement obtenu pour les trongons
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such documents shall include all relevant contracts and

instruments

2) The company shall
of that portion of the pipeline other than the prebuilt
sections,

(a) establish to the satisfaction of the Minister and the

Board that financing has been obtained for the northern

section and such financing includes protection against risk

of noncompletion of tbe pipeline and interruption of con-
struction on a basis acceptable to tbe Minister and tbe

Board;

(b) file with the Minister and tbe Board all documents

relating to the financing of the pipeline not already filed

pursuant to paragraph 12(1)(</); and

(r) provide evidence to th* Minister and the Board that

debt instruments issued in connection with the financing

of the pipeline do not contain a provision requiring the
consent of the holders of tbose debt instruments to the
financing of the construction of the Dempster Line
referred to in the Agreement or any other provision, apart
from normal trust indenture provisions generally appli-
cable in the pipeline industry, that would prohibit, limit or
inhibit the financing of the construction of the Dempster

Line

13 The compan) shall file with the Minister and the
Board forthwith after execution contracts between pro-
ducers and shippers and between shippers and the company
and substantive amendments to those contracts

14 The compan) shall provide the Minister and the
Board, in a form satisfactory to the Minister and the Board
and on a quarter!) basis, information on the

(a) costs incurred and projected in respect of the pipeline;

(6) financing of the pipeline; and

(c) progress of the planning and construction of, and

procurement for, the pipeline

15 The Minister and the Board shall have access to all
financial records of the compan> for audit purposes

16 The company shall

(a) submit to the Minister and tbe Board detailed costs
estimates based on the final design of each section or part
of the pipeline in a form satisfactory to the Board; and

(b) provide, before operation ommences, an operations
and safety manual satisfactory to the Board

General

17 Prior to commencing the construction of any section
or part of the pipeline, the company shall provide the
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construits i I'avancc. ces documents devant comprendre
tous les contrats et litres pertinents

2) La compagnie doit, avant d'entreprendre la construc-
tion des parties du pipe-line autru que les tronfons cons
traits a l'avance :

a) fctablir, i ia satisfaction du ministre et de I'Office
qu'elle s'est assure le financement du tronfon nord et que
ce financement oomprend une protection jugee acceptable
par le ministre et I'Office contre le risque d'un non-ache
vctnent du pipe-line et d'une interruption de la
construction;
b) deposer aupres du ministre et de I'Office tous les
documents se rapponant au financement du pipe-line qui
o'ont pas deja tie deposes en vertu de I'alinia (1)cf);
¢) foumir une preuve attestant que les litres de detie emis
dans le cadre du financement du pipe-line ne renfermem
aucune clause selon laquelle la construction de la Ligne
Dempster dont il est question dans (‘Accord necessite le
consentement des ditenteurs de' titres de dettc, ni aucune
autre disposition, a part les clauses normales dacte fidu-
ciaire generalement applicables a l'industrie des pipe-
lines, qui empecberait, limiterait ou interdirait le finance-
ment de la construction de la Ligne Dempster

13 La compagnie depose aupres du ministre et de I'Office
des leur passaiion. les contrats liant soit les producteurs ei
les expdditeurs, soit les expediteurs et ia compagnie et les
modifications de fond qui y sont apporiees

14 La compagnie doit fournir au ministre et a I'Office, en
la forme qu'ils jugent satisfaisante et sur une base trimes-
trielle, des renseignemenis sur:

a) les frais engages et ceux qui son envisages relative-

ment au pipe-line:

b) le financement du pipe ’ine;

¢) l'avancement de la planificatio' et des travaux dc

construction du pipe-line, et la fourniture des biens ei

services relativement au pipe-line

15 Le ministre e» I'Office peuvent consulter tous les
dossiers financiers de la compagnie aux fins de verification

16 La compagnie doit:

a) soumettre au ministre et a I'Office, en la forme que ce
dernier approuve, (‘estimation detaillee des couts fondee
sur la conception finale de chaque section ou panic du
pipe-line;

b) foumir, avant le debut des travaux, un manue! d ex
ploilation et de s&urite qui satisfait I'Office

Depositions generatei

17 Avant le debut de la construction de toute section ou
partie du pipe-line, la compagnie doit prouver a la satisfac-
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Minister and the Board with such proof as the Minister and
the Board consider appropriate that the company has
obtained all necessary regulatory approvals

18. The company shall cause the pipe for the pipeline to
be of such specifications including diameter, wall thickness
and maximum allowable operation pressures as may be
approved by the Minister and the Board

19 When the company ascertains the lands of a landown-
er that may be required for the purposes of a section or part
of the pipeline the company shall serve a notice in a
manner and in a form to be determined by the designated
officer on the landowner, which notice shall set out the
location of the offices of the Agency and the right of the
landowner within thirty days of being served to make
representations to the Agency respecting the final route of
tbe pipeline for its consideration prior to its approval of the

final detailed route
Remote Communities

20 The company shall in implementing paragraph 3(b)
of the Agreement, construct laterals from the pipeline and
make arrangements for the supply of gas to remote com-
munities in the Yukon Territory and the provinces tkrough
which the pipeline passes where the communities can be

Afeonomically served and have applied to the appropriate
A"Hothority for such service and that authority has approved

such application, except that in the Yukon Territory. Foot
hills Pipe Lines (South Yukon) Ltd shall make a financial
contribution in respect of providing gas
(a) to the communities of Beaver Creek. Burwash Land-
ing Destruction Bay Haines Junction Whitehorse,
Teslin. Upper Liard and Watson Lake in an amount not
to exceed a total cost of 2 5 million dollars: and
(b) to other remote communities an amount not to
exceed the lesser of
(i) the product of 2,500 dollars multiplied by the
number of customers in the communities and
(ii) a total cost of 2 5 million dollars

Dempster Line

21 When the Dempster Line referred to in the Agree-
ment is to be connected to the pipeline or when additional
pipeline capacity is needed to meet the contractual require-
ments of United Sutes or Canadian shippers, the company
shall expand the capacity of the pipeline, subject to the
regulatory requirements of the Board, and to any agreement
that may be entered into between Her Majesty in right of
Canada and the company, in an efficient manner to permit
tbe connection of the Dempster Line or to meet those
contractual requirements, as the case may be
1977-78. ¢ 20. Sch 111: S1/80-132; S1/83-44
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tion du ministre et de I'Office qu'elle a obtenu toutes les
autorisations rcglemenuires necessaires

18 La compagnie doit s'assurer que les canalisations du
pipe-line repondent aux specifications approuvees par le
ministre et ['Office, notamment en ce qui concerne les
diametres, l'epaisseur des parois et les pressions operatoires
maximales admissibles

19 Lorsque la compagnie determine quelles terres d'un
proprietaire peuvent etre requises aux fins d'une section ou
‘partie du pipe-line, elle doit signifier au proprieuire, de la
fa?on et en la forme etablies par le fonctionnaire designe. un
avns indiquant le lieu ou se trouvent les bureaux dc I'Admi-
mstration et le droit qu’a le proprieuire de priscnter a
I'Administration. dans les trente jours de la signification, des
observations au sujet du trace definitif du pipe-line pour
qu’elle les examine avant d'approuver le trace definitif
detaille

Agglomerations eloigners

20 Avant de mettre en execution |'alinea 3h) de I'Aceord,
la compagnie doit, sans qu’il ne lui en couie rien, constraint
des canalisations laterales du pipe-line et prendre les disposi-
tions necessaires pour fournir du gar aux collectivjtes elci-
gnees du territoire du Yukon et des provinces que traverse >e
pipe-line, lorsqu'elles peuvent etre desservies economiquc-
ment et que la demande qu'elles ont fait en ce sens a ete
approuvee par les autorites competentes Toutefois, au terri-
toire du Yukon, la Foothills Pipe Lines (South Yukon) Ltd
doit contribuer financierement a approvisionner en gaz :

a) les collcctivites de Beaver Creek. Burwash Landing

Destruction Bay, Haines Junction, Whitehorse. Teslin.

Upper Liard et Watson Lake jusqu’a concurrence de 2,5

millions de dollars;

b) les autres collectivites eloignees, jusqu'a concurrence

du moins eleve des montants suivants;

(i) le produit de 2 500 dollars par le nombre de clients
des collar ites,
(if) 2.5 millions de dollars au total

La Ligne Dempster

21. Au moment de raccorder au pipe-line la Ligne Dempyv
ter visee a I'Aceord, ou lorsqu'il faudra augmenter la capi-
cite du pipe-line pour rependre aux besoins contractuels u s
expediteurs des f£tats-Unis ou du Canada, la compagii.e
augmeniera efficacement la capacite, sous reserve des 'sni-
gences reglementaire* de I'Office, et de toute convention
qu'elle peut conclure avec Sa Majeste du chef du Cam da.
de maniere i rfali*er le raccordement ou a repondre aux
besoins contractuels, selon le cas
1977-78, cb 20. ann Ill; TR/80-132; TR/83-44

RLE CANADA

OTTAWA 1911
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Alaska Gas Pipeline Project

Reauthor|zat|on of Fiscal

Alask a Legislation ~ BP, COP, & XOM sched an Contract
s, ST et o
(BP, COP & X0 Fiscal Contract Closed

ConocoPhillips



What makes the Alaska Project Different?

Nautilus Pipeline Company, LLC
Great Lakes Gas Transmission, L.P.
Southern Natural Gas Company
Transcontinental Gas Pipe Line Corp.
Floricia Gas Transmission Company
Valero Natural Gas Pipeline Company
Portland Natural Gas Transmission
Vector Pipeline LP.

Maritimes & NE

Kern River Expansion

Alliance

Rockies Express

Alaska Project

Source: ConocoPhillips Internal Resources

North American projects since

1997 greater than $100 million

Note: Alaska
Project Cost
Estimate

N build
ew build or 20018

expansion

Alaska North Slope -Alberta Alberta-market

2000 4000 6000 8000 10000 12000 14000 16000 18000 20000

Capital Costs (US $MM)

Alaska G as Pipeline willbe much larger/ more difficult than

other US/CAN pipelines.

Size brings additionalrisk.

ConocoPhillips



Alaska Gas Pipeline Project Risks

Cost

Since 2001, steel prices have nearly
doubled

Labor costs continue to rise

Previous $20 billion cost estimate
would be significantly higher today

Prices

Natural Gas Supply & Demand
Volatility

Other Risks and Uncertainties

Worid-scale logistics

World-scale material procurement
Labor availability

Weather

Reserves and Deliverability

Steel Price Index since 2001
(base price index 1982)

ConocoPhillips



Why an Open Season?

hy shipping commitments?
Shippers agree to ship gas, or pay demand charges for fixed term
e Allows pipeline company to repay its debt and obtain a return on its equity
contribution

Commitments allow pipeline company to obtain financing - the

commitments serve as collateral for the financing

hy is Open Season critical?

Allows open access to pipeline

Demonstrates no discrimination

Required by ANGPA - Sec. 103(e)

Establishes the demand for capacity, which impacts size, design, and
cost of the pipeline

Also supports determination of whether project is viable commercially and

can get financing

ConocoPhillips



Planning

Permitting

Engineering

Procurement

Construction

Success Case Project Timeline

Al Pro;ect ApProvaIs i
(FERC FNEB, Permittin
ROW & Full Fundlng

2 Years o QYeas 5 Years
Phase 2 Phase 3 Phase 4
(Planning) (Prepare (Permit Approvals) (Execution)

Applications)

Planning

Field Data Collection

Open Season

Prepare Appiic.

Review & Approvals

FEED & Regulatory Support
Detailed Design

Equipment & Material Supply / Module Fabrication

Pre-Proc

Pre-Const

Construction

lfahgsst Ca[F)ggny

- LYear*

Commission

ConocoPhillips



. #
Front End Loading and Cost Estimates

Feasibility Phase  Design Phase

~ 2% total project ~5h dtotal projec
spend Mt Execute Phase
Preliminary design ggé?gnpermlts ~90% total project spend
Fatal risks optimization & ~90% of Detail Design Completed
mitigated 10% of Detail Procure, construct, & commission
Best oppOTUNItY  conpleted Risk mitigation options lmited &
to red eriska extreme expensive
least cost Implement risk

lgation

Project Becoming More Defined

Project Cost Uncertainty Reducing

~2 Years ~2 Years ~5 Years 1 Year+
. .% ' g
Phase 1 Phase2  Phase 3 Phase 4 Gas
(Planning) (Prepare (Permit Approvals) (Execution) * . flows

Applications)

ConocoPhillips



Proposed AGIA

Initial Concerns:

AGIA structure hinders competition and creative alternatives
Licensed Project Assurances clause creates significant barriers to alternatives and

competition
State could pick the wrong winner and be tied up for over a decade

AGIA ‘bid requirements’ are too narrow, prescriptive, and could result in subsidization

that may not even be in the State’s interests

Resource terms not adequately addressed - clearly ‘not a negotiation’

Long term firm shipping commitments are key to a successful pipeline project

ConocoPhillips



ConocoPhillips Exploration on North Slope
(2000 - 2007)

National Petroleum Reserve - Alaska

40

. |
Miles -
UX

ConocoPhillips



Order 2005 on Rolled-in Rates

“Inconclusion, to provide

advance ofthe initial open

rule, the C om m ission

(rate predictability for initial

to future exploration

guidance to
season
intends to
shippers and

and production) in

potential shippers in

thatis the subijectof this

harm onize both objectives

reductions ofbarriers

designing rates for

future expansions ofany Alaska natural gas transportation
project. Itis consistent with our guiding principle that
com petition favors all ofthe C ommission’ customers, as well
as with the objectives ofthe Act, to adoptrolled-in treatm en't
up to the point that w ould cause there to be a subsidy of
expansion shippers by initial shippers, ifany subsidy were
to be found.?”

- page 44, 18 CFR Part 157, Order No. 2005, 2/9/05

ConocoPhillips



ANS Exploration Potential

Range State
Acres State Taxes?
(5- 95%) Royalty?
State lands* 24-45 TCF y
i e s Yes
(onshore & offshore) unassociated
15 million
Private lands™ 3-6TCF
) associated Yes
(mostly native)
Federal onshore
ANWR 19 million
0-20 TCF Shared Federal Ves
(1002 Area) (1.5 million) Royalty
Sh d Fed I
NPRA 23 million 39 - 83 TCF ared redera Ves
Royalty
Federal OCS
Beaufort Sea 1-72TCF
Chukchi Sea 10-210 TCF

*Includes Foothills acreage

Source: USGS assessments for State (2005), ANWR (1998), NPRA (2002), Chukchi (2006), Beaufort (2006) -
ConocoPhillips



Suggested Changes to AGIA

e Convert AGIA ‘bid requirements’to ‘bid variables’

Allow proposals to include other commitments and inducements

Allow resource-owner applicants to propose packages with resource ternmns

Foster greater quantity and quality of proposals

Amend exclusivity provisions to protect Alaska’s options

Avoid treble damages which might penalize Alaska for prudent actions

- AGIA impairs State 3 ability to agree resource terms in fie future

State coordinator/streamlined permitting should be available to any project

Similar structure to Alaska Natural Gas Pipeline Act (ANGPA)

ConocoPhillips



MEMORANDUM STATE OF ALASKA

ALASKA OILAND GASCONSERVATION CON SSION
TO: hair John K. Norr DATE: F ,
mmIJaaFooer aniel Seamount eonary 28 207
MMISalonc
A
FROM: g e/\s[e"rlt% E{SgyboeM or Gaa Seles

Blaskowch ervices, Inc. BS Commission staffrecentl com leted a study of th
i i
§ MG <mol aTnmgasrec ery from the Pru oe0|

impact ot a future Majo
gL The f Lflowmgtps prowde ummary ot major findings and conclusions from

hISS tudy.

otltake rate at27b|I||oP st dard cubic feet per da Oy éBSC D whnﬁw conﬁem lated an
anrltga gveraﬂseov P e nger A \S/\?agsaratro?/e%t tﬁCFttI))e fito (r)t\)/d%%tmn &g ,
Hg MISSION. 1eco zed that th%ratg may t% angeg as prgductlon data a%
adalitional reservoir data became availabl

QOver ﬁhe past five Eyears there has been significant activity concerning a otentlal m
assa Monil, an ono Ph|||| scom 15sI neda%] million do|ar
etentat|vep

resu Ito eterme c?(\h?a]sc tua ea3|b % es vF\)/||h (I:raeaci
)][9 PrudhoeyBa Un|t ruc%oe FE) ﬁort ? g aeve‘%oe§
; cub| fee

ndwon
greldlgvéth Si n| ficant gasr Seryes (estl ate at more than 24 trill

%n ary Importance P BCIsion once ning the p|

with over 8 TCF ot das and several hungrred || n arr Isof condensate an oll

Wwas assumed to also provi easuppyo 0as ort ep|pe|ne ecom anies an d|e
t0 neqotiate f|sc ferms to bw the

State of Alaska have devoted Sig |cant résource
Based on these e orts e Commi 3|on concerge that no application

Ipelin
Po? moglhcahon to the Pruchoe gas offtake ru e had been submitte

As a result of a Commission mouny and several public hearings, the Commission
published a report on December 5, 2005 conclu ing that thére was a need to
compreh nsively revisit the estono the nate 8s Offt ﬁlgse limits In light of

severa ecades of rese 0|r 30 pment an n rmation tha ecoin avalla
since 197/, Because delay in die: Commission's decision-making coul d|srut

t|metab|e for a potential gas pipeline project, the Commission ddopted a proactlve
approach to ensure there would be an adequate factual basis for 1t eventual decision on



Pradhoe Mgor G « SalM Study
February 21,2007
Page20f3

allowable gas offtake.  Ths Prudhqe Workrn(I; Interest Owners (WI0) and the

Commissioa therefore agreed {0 frncr les allowing the Commission cons(l]rltants aﬂ

staffto accesst elr rese vorrsrm ation and other elevant en rneerrnohsetuprueghger 6 |

Burgoseo analyzing g as offtak e rates and gas sales startuo i rng for
laskovich™ Services, Inc. (BSI) “was commissioned 10 provide reservoir

engineering consultation in this study.
This work-study officially began in late January 2006. A briefsummary follows:

Summary of2006 fljg u jg feg AeditResults

The Prudhoe WIQ_full field reseryoir simulator was used as the rimary tool in thrs
evaluation. In addrtron t0 runs mage asunmg no gas sales, simulation runs were made
dates 2015 2019, and

atv [10US gas Sales rates (1.0-5.6 BSCF/D) and gas sales startu
% Ehre srmu atron Cases were run)to tegtt he Imp actg other actors such as

In waterflood oBeratron fuel usa?e CO* offtake and ?ome gril Irnﬁ Ver
E/EagaF an We also evalliated the effect o7 varying assumptions for end of the field I| e

Throughoutour analysis, we searched for nu or actors that wouId affect the trends in
ocar Rn recover asatunctrono offtake Gra(ses and timing, ere POt

fota

search% or “{he’ ogtrm m development sty teg not value on eo ene
resource(‘l 0., |l urd orgas over nother but éuated them using therr drve energ
content in Units of barre upvalent Based. on our analysis of currently

| e
avallable data, we have reac?ter? the ?ollowrng aro? conclusions.

& rAecro]\?e(r)r; gas sale at Prudnoe represents approximately an additional 4 billion BOE
o The latest WIO model needs |mProvements in its abrlrtly to predict future field

gertormance Model errors are increasing with time.  Nevertheless, It is éhe best tool
urrently (avarlabe It should ¢ suitablé’for comparing directional trends in energy

recovery during a gas sale.
»  |ncreased oil capture Prror t0 gas sales can increase h carbon recoversy and result
ale

1 recovery trends tha are less sensitive to ither asot eratesorgas sstartuH
y mitigation option eva uated that significantly Improve

ates. . This was the on
trenas in BOE recovery.

' Endoffrelﬁ life hEOFL |samarJorsourceofuncertarnty In determining the gas sale
strategies that will maximize energy recovery

0 Comparison of model reserves predictions at the same date for EQFL tended to
favo aN earlier, hrgher rate (8 Sale. We found_the time limit EOFL approach to
ernag ropriate because endj |ggene agy groductron rates could be vastly different
between the high rate, early startup case and the low rate, delayed startup case.

€Y -,



Prudhoe Mr>r Gas Sales Study
Fefcniaty 2/1,2007
P*#B3of «

0 Model results based on equivalent EOFL rate limits consistently show that total
ener eacoverg rssubstantrallydecreas%t withan earljer, hr?her [ate assae We

belleVe that rate [imits are more reasonable tht>: time limits for comparis
sales mode tpredlrctrons However, exé]usrve useo? ratefmrts .erE Becagse

therisks of wells and field infrastructure failures with age are ignored.

e WeII a%rlrtres and |nfrastructure failures ca srg rfrf]antl increase t errdeo{los(s
eater the risk of well an

ydrocarbo ]s The on er that gas sale IS deay
Hrlrtres r re result e](nature field shutdo Furtr]ermore near term
allures wr er produ tron nd ma resulé in more reserves [oss wrhearg/ ?
replace aging wells and facilities Wil

sales. Diligent ef orts to maintain, repair, an
help to mitigate risks and maximize recovery under any sales'scenario.

Recommendation!

The Commission has not cervedare(%uestf w as offtake raIeT hL_etPtrwg ttr)r(rare/vwe

cannotrec?mmendas ecific tt atea sa rtugtrmrn
Uations and stu re%1 5at ave eens are wrt are nisu rcrentt?gustr[g

moe\ ev.

an afowa Ieal)ovethats ecliied In RuIe9 CO 341D An ear rate gas sale cou
reTut In Toe loss of Pstantra volume of rt oca[ ons. oweveJ even Rreate
volumes ma Tat rrskr gas sales are Indef tlg elayed and Prudhoe welfs an
infrastructuré fail before these reserves can be recovered

We are concerned that Rule 9 does not specrfrcallyrrequrre a plan for such amajor change
rn t e Prudhoe Oil Pool depletion strateg¥ eutrmate Im act of ?aa sales on
bon recovery cannot be grr)rarse Nt asenceo ae{)roR sed develo ment]p

tatr ntrfrest itrtdate sales Tate and liquid loss mitigation efforts. A F
start- ulp for g%s saes IS a mrnrmumo year? away, many decrsrons that affect to e
roec will emae earlier.  Depletjon plannin gcéurre prior 1o

n]rtments to sell gas S0 that tr]e Commission 1S ade%uat orme nd assured that
othe actors do not exist that would justity or require action eCommrssron

g[ardless ofthe timing o f their submrttal the] Prudhoe WI0s need tr develop near-term
str egres 0 prepare the freId for gas sales wit focus on metho 5 t0,Increase the ca ture
\ P 0.as_sales and to ensure Lac It an well owntrme IS min nhrzeg

re Ul basrs foe Commission nee sto t rn formed of fge p rogress 0Tt CPletron

Plannrn efforts, . including review of study nh) ans, reservoir stutly results and other
elevant information that may rmPact the CO rssrons ultimate decisions concernrng
as sales offtake. The exchange otinformation in the tyearwasvergsuccessu and a
imilar mechanism of exchange should be considered during the depletion planning stage.

We wholeheartedly apRrecrate the cooperation of foe Warking Interest Owners over the
gate gegr , particularly that ot foe BP technical representatives who worked with us in this
v

This report reflects the evaluation and opinions only o ffoe authors and does not
necessarily reflect those o f the Prudhoe Owners or other Commission staff,
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Another setback for proposed LNG terminal

fnj0) AM13 3007 It 19 PMper

SANTA BARBARA, Calif. (AP) - A second state agency has rejected elements of a proposed
liquefied natural gas terminal off the coast ol Southern California, another signilicant setback lor

the S800 million project
The California Coastal Commission, which is charged with regulating coastal development,

determined Thursday the proposal did not meet existing coastal laws The unanimous decision
followed an earlier one Monday by the State Lands Commission, which refused to grant a lease lor

pipelines essential to the project.

“It's one of those multi-headed monsters that has to be killed repeatedly.” said Mark Massara, an
attorney for the Sierra Club, which opposes the project

Australian-based BHP Billiton LNG International Inc. is seeking to bring chilled gas from oversees
to California by tanker The gas would be healed, piped ashore and then pumped out to
customers BHP officials say the facility would provide a reliable source ot low-polluting energy

Meanwhile. Gov Arnold Schwarzenegger began examining the proposal as part ol a 45-day
review period that began last week The governor, who has veto power over the proposal, said at a
news comerence Wednesday that he believes natural gas is worth considering

Patrick Cassidy, a spokesman tor BHP, declined to say whether the company would appeal Ihe
Coastal Commission decision or file a lawsuit against the State Lands Commission He said lhe

company will need t.me to assess their next step

A host of celebr’ 3Swho live in Malibu including Pierce Brosnan and Halle Berry.
Advertisement

have protested the facility Brosnan's wite - environmentalist Keely Shaye Smith -
attended the commission heanng and said the project should be stopped

“I think they have to know when to cut their losses." she said
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SANTA BARBARA, Calif. (AP) - Asecond state a%ency has rejected elements of a proposed
liquefied natural gas terminal off the coast of Southern California, another significant setback for

the $800 million project.

The California Coastal Commission, which is charged with ret{;ulating coastal development,
determined Thursday the proposal did not meet existing coastal laws. The unanimous decision
followed an earlier one Monday by the State Lands Commission, which refused to grant a lease

for pipelines essential to the project.

“It's one of those multi-headed monsters that has to be killed repeatedly,” said Mark Massara, an
attorney for the Sierra Club, which opposes the project.

Australian-based BHP Billiton LNG International Inc. is seeking to bring chilled gas from oversees
to California by tanker. The gas would be heated, piped ashore and then Pumped out to
customers. BHP officials say the facility would provide a reliable source of low-polluting energy.

Meanwhile, Gov. Arnold Schwarzenegger began examining the proposal as part of a 45-day
review period that began last week. The governor, who has veto power over the proposal, said at
a news conference Wednesday that he believes natural gas is worth considering.

Patrick Cassidy, a spokesman for BHP, declined to sar whether the company would appeal the
Coastal Commission decision or file a lawsuit against the State Lands Commission. He said the

company will need time to assess their next step.

A host of celebrities who live in Malibu, including Pierce Brosnan and Halle Berry, .

have protested the facility. Brosnan's wife - environmentalist Keely Shaye Smith - Advertisement
attended the commission hearing and said the project should be stopped.

“| think they have to know when to cut their losses," she said.

http://www.theworldlink.com/articlcs/2007/04/13/news/news 1204 1307.txt 4116/2007
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BackboneU
P.0. Box 101700, Anchorage, AK 99510-1700

Comments on the AGIA le g islative hearings

and two suggested amendments

April 16, 2007

Representative  3°onvijo IV Fax (907) 465

Dear Representative:

mguga]ug been watching the hearings on AGIA closely, and we offer the following

First thank ou for the atten lon you are rvrn this im ort nt matter and the
questronsy are asking to nng out the'true nterest fthe participants.

S been fascrnatr to see the roduc IS answer our Uestions in an.open
rf ans rent roc s W at hear e[n g IS that the area ainst
exc usrvr eca sea censee Ibe picked based On speciric Criteria mportant

toA asa

This is the herght pocrrs since the stron su orted the exclusrv
il d hem evrou admrnrstra lon. At ou aret essr
(a the rec argurngt return srv rra ent

under th Strande as At T atwou ea ISaster orA

The rodu ers (?re also S yrn ﬁhatthe must have Fiscal certarntyfor35 t0 45
ear s, ort% notc It thelr ga sto the prorrect We thr[rk
hatw J/ Iy, and rt ISﬂSO almast certain conﬁtr futiona

ven ero VanM rs said, “You don't have to ea anara republic’ to get a
gasline project.”

Alth u hthe rodHcers kee elo?ayrn thatthe are th only ones who can bu ldan
Alas gasthet frs atently untrue. hvearea ear te fl on rom
severa edl ﬁa%p fa tst a t e can ct usr the edera Ioan
uarantees. A é vr/}i Macces toa cers have tate
atthe Ycan and Wil sell errgastoat rr pa thrn that rsacear
path to the best gasline project;

We also question whether allowing the producers to own the gasline is a gao
Idea. Logk at t?re current srtuatrongvut ﬁte trans-Alaska orpnge eretg gA
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farn edera overnmentalsor ognize and inthe

ﬂ't' R/«atural Gas T anspo ation c(tjt € procucers nere ohibited from owning
Feg asine, However t President Reagan to overtumn this

The bottom line is that Alaska has options, e support the progess laid out in
AG?A ﬁ ilow competition fo? prowda Ing %ﬁe m£P Imum %g F tsto A?astéa.
We suggest two amendments that will strengthen AGIA:
1. An evaluation criterion should be adde that%Yes%[ |tto na ||c(g]-\nt
sorvaue

that has made arrangements for providin
Brocessmaa Wg ﬂ ea%J\gmeg % |n stat val eadded

an tBe State S%pefrlor Crfurt have found the producer %\zerchq%% g on their

ey convince

rocessing and the]obs |tvv| provi ewou eamajor Iun

2. qu state should assess a rese veft; taxona ort,w SIoPe Ieaseholder that

holds existing gas reserves an es to make firm transportation
commltmentg gr seIFthe gas it controis to the AGIA censeg

Th|]¢, latter rowsmn wo%‘d heﬁ) uarantee a successful Open Season and a
gasline wton an expedited a

Thank you for considering our thoughts, and keep up the good work.

Co-Chair Co-Chair

Backbone Il is a non-partisan citizen organization that advocates on behalfof.Alaskans on oil
and gas development issues. We offer our ideas based on their merits
andyears ofinvolvement in Alaskapublic policy issues.

P

2
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P.0. Box 101706, Anchorage, AK 99510-1700

Comments on the AGIA legislative hearings

and two s ggested amendments

April 16. 2007

Representative  Tonvso aj Fax (907) 465 3

Dear Representative:

}/}\]lguté%\trg been watching the hearings on AGIA closely, and we offer the following

First thank ou for the attention you are rvrn this im ort nt matter and the
questronsy U are asking to rrngv out thetrue nterest fthe participants.

has been fascrnatr to see the roduc IS answe our Uestions in an.open
trans rent roc s W at hear %lh g IS that the area ainst
excusrvr eca sea censee Ibe picke b N SPECITIC Criteria mportant

oA asa

This IS dthe herg ocrrs since the stronul?rsu orted the exclusrvr

ran them X vrou administration. Afthoudf they are t rr;Tr.? ess it

rttle the e cI argurngt retu Bhee usIve rrar] ent
underth Strande as Act” Tha Isaster for Alaska.

The produ ers re also saying that they must have fiscal certain for35 t0 45
ear? ‘L s, ortﬁ% \%rr[!hnotc mtlt theérlr as {0 the prorrgr/: ethlr[tk

at wou Way 10 and rt 1S 210 almost certainly unconstitutiona
ggselrltneei rJ)e\C/an Me ssarcte ryYou dontﬁave to ea%anarYa repub?rc togeta

Althou hthe roducers ke ayrn that th ey are th only ones who can bu Id an
Alaska g %e tha 1S at rue vearea eard te tr on rom
several ¢ ﬁa%o Fa tst a t ey can bur ct usr the ederal loan
uarantees. A é vrx Macces toa as su é) cers have ?tated
at the Ycan and Wil sell their gas toatrrd pa andw thrn that Is a clear
path to the best gasline project.

e also question whether allowing the producers to own the gasline is a good
Idea. Look at tﬁe current srtuatrongvutﬁﬁt trans-Alaska orFF Ine, w ereteJ RCA
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ang tBe State Supeyior Caurt have found the producer verch ng on thelr
fayiff e federa overnmentalsor ognize |sPro em, and inthe
Rmal atural Gas Tranﬁp ation Act, the Spro ucers were prohibited from owning
the gasline. However they convinced President Reagan to overtum this

requirement

Th3 bottom Iln thatAIaska has gptions, ort the progess laid oLt in
AGIA |chvv| Iowcompetmon o|?prowda ngeli\al :Bgmum%g nefits toA?asEa.

We suggest two amendments that will strengthen AGIA:

1 An evaIuatlon criterion should be adde that |tto naﬁ)llcgnt

that has ma earra(ngements orprow ng UI s orva
rocessing In Alaska. To h aea pipeline ﬁ%ou In- stat Va eadded
Brocessma and the jobs it wil prow ewou e amajor Iun er.

2. The state should assessareserveft;taxona ortP SIoPe leaseholder that

holds existing gas reserves and refuses to make firm transportation
commltmentgg seIFthe gas |tcontrois to the AGIA censeg

Thlf latter rowsmn wm#d helg) uarantee a successful Open Season and a
gasline wton an expedited a

Thank you for considering our thoughts, and keep up the good work.

Co-Chair Co-Chair

Backbone Il is a non-partisan citizen organization that advocates on behalfo fAlaskans on oil
and gas development issues. We offer our ideas based on their merits
andyears ofinvolvement in Alaskapublic policy issues.









Legal Notice

The following presentation contains forward-looking statements concerning BG Group"s operations, financial
performance, strategy, outlook and growth opportunities. Words such as "believes”; “éxpects”; “4nticipates”;
“Intends”r similar expressions are intended to identify such forward-looking statements.

By their nature, forward-looking statements involve uncertainty because they depend on, and relate to, future
circumstances and events not all of which are within our control. Although BG Group believes that the expectations
reflected in such fc =ard-looking statements are reasonable, no assurance can be given that such expectations will
prove to have been correct. Accordingly, results “ould differ materially from those set out insuch forward-looking
statements for a number of reasons, including but not limited to, changes ineconomic, market and competitive
conditions; regulatory changes; governmental actions; fluctuations incommodity ricesand exchange rates; supply
and demand foroil and gas; the risks inherent in project implementation and delivery, and exploration and
production activities; the inability or failure of co-venturers to meet contractual and/or funding obligations; natural
disasters and adverse weather conditions; and war, sabotage and acts of terrorism. For a more detailed analysis of
the factors that may affect our business, the results of our operations and our financial performance, we urge you to
look at certain Risk Factors Zincluded inBG Group®s Annual Report and Accounts 2006. BG Group undertakes no

obligation to update any forward-looking statements.

No part of this presentation constitutes or shall be taken to constitute an invitation or inducement to underwrite,
subscribe for or otherwise acquire, or dispose of any ordinary shares, ADRs or other investment i.BG Group pic or
any other entity, nor does itadvise any person to do any of the foregoing and this presentation must not be relied

upon inany way inconnection with any investment decision.



Integrated gas major

- Long heritage in natural gas

Activities span the natural gas chain
Exploration & Production
- LNG

Transmission & Distribution

Gas Fired Power Generation

A top 20 UK company
Market capitalisation

- Over $45 billion

A global player

- Active in 25 countries

ES



BG Group

Integrated Gas Major

Connect gas to Secure resources

high value markets

e Build & access markets



Strategy

Gas market focus

Middle
East/
Caspian
Atlantic
supply
focus
Long term
growth
Bolivia
Long term vBrazil
growth

Q Developed Market ( ) Developing Market ( Supplies



Strategy

Countries of current operation

n

Tunisia Oman
Algeria— nd
Trinidad & $
Tobago T
. . E t
Nigeria JYP
Bolivia Brazil e Singapore
Uruguay \
Madagascar

Argentina

China

Philippines



BG Group

BG Group’s LNG portfolio

UK
Providence Brindisi
Shipping E'ENE%
0 ° Damietta
Elba Island IELNG 3
Lake Charles —
ALNG? ﬁmg?} NLNG
rass
ALNG4 ALNG X
_ Eg. Guinea
Chile Brazil LNG
e Onstream 1Delivery Future/Potential

1

Atlantic LNG j
nWhiriir__ 1

Lake Charles



BG Group

Global gas trade - the recent past

Markets
LNG

Pipe

W. Africa

S.E. Asia

Australia

Source : BG Group



BG Group

Global gas trade - gradually evolving

Norway /Russia

Sakhalin

Algeria Middle East

W. Africa

S. America Australia

Markets

Source : BG Group



LNG

Supply projects

yA\YOF TRNDADAD TOGA0

Train 1: 3.1 mtpa- 1999 (BG 26.0%)
Train 2/3: 6.6 mtpa-2002 (BG 32.5%)
Train 4: 5.2 mtpa-2005 (BG 28.9%)

BG initiated project and was instrumental
in Phillips design

Single train start-up

Liquefied Natural Gas

Egyptian LNG ()

Train 1: 3.6 mtpa -2005 (BG 35.5%)
Train 2: 3.6 mtpa -2005 (BG 38.0%)
Egypt’s largest project financing to date
Unique project commercial structure

Utilized lessons learnt from ALNG



Market summary

US

e Lake Charles import terminal

e Phase lexpansion Q4 2005
- 1.2 bcf/d sustainable send out
- 1.5 bcf/d peak send out
- 9.1 bcf total storage

e Phase HNlexpansion Q2 2006
- 1.8 bcf/d sustainable send out
- 2.1 bcf/d peak send out

e Elba Island import terminrl
0.45 bcf/d sustainable send out
0.67 bcf/d peak send out

4.0 bcf storage capacity

1.17 bcf/d firm send out & 8.2 bcf
storage after second expansion

Lake Charles

Elba Island



LNG imports

2003 to present

Share of US LNG imports

[ US LNG imports (mt)N

m2003 10.5
2004 12.9
m 2005 12.7
2006 12.0

A

BG Distrigas BP Shell Statoil Other

Source : DOE



BG LNG Shipping

BG shipping capacity

4 Golar ships (chartered)

Methane Princess (20-year charter)

- Golar new-build delivered early 2004

Methane Kari Elin (long-term lease)

- Samsung new-build delivered mid 2004

Methane Rita Andrea, Methane Jane

Elizabeth & Methane Lydon Volney
- Samsung new-build delivered April, June
and August 2006
3 new ships scheduled for delivery

- Samsung new-builds delivery 2007

2 new ships scheduled for delivery
- Samsung 170,000 m3
- Delivery 2010

Methane Rita Andrea



Alaska

Overview

OttOtelt

.oy

Bdrmg Sga

urn
ARCTtCOCEAN
'Boaulorl Sfea
PT. Thompson Unit
Canada
MAP KEY
hq*North Slop*

i -

eJunction

- T Hfﬁll (%al}?wk

iGlennalleo
Golf of Alaska

FAQHC OCEAN



BG Group

Key messages

BG

BG

BG

is investing in Alaska

Exploring along North Slope and ENS

is a leading player throughout the natural gas value chain

Leading player in LNG -B G 1is interested in exploring the LNG option

supports AGIA and the development of a pipeline but:
Had serious concerns about the previous draft contract
Contract must provide a level playing field for all participants

Contract must provide reasonable certainty that when we discover

gas, we will have access to pipeline capacity

BG encourages the State to enter into discussions with independent

pipeline companies






The Alaska Gasiine Inducement Act

Analysis of Producer Returns,
Investment Attractiveness, and Fiscal Certainty
Presentation to House Resources
4/18/207



How to measure tnvestment
attractiveness?

The Alaska Gasline Inducement Act

e NPV = “net present value”

The current value of future profits

e [RR = “Internal rate of return”

The discount rate that makes NPV =0

e P/l = “profitability index”

[present value of cash inflows]/[present value

of outflow s]

e NPV/Boe = “NPV per barrel oil equivalent”

Measure of how much cash flow is generated from

reserves



Producer Upstream Returns
Base case cost = $20.58B

The Alaska Gasline Inducement Act

NPVio ($B) IR R P/I NPVio per BOE
$4.00 6.1 39.7% 4.3 $0.74
$5.50 12.1 62.9% 7.5 $1.46
$7.00 17.8 79.2% 10.5 $2.15

Prices are real, $2007, escalating at 2%/year



Producer Upstream Returns
50% costoverrun = $30.1B

The Alaska Gasline Inducement Act

NPVio($B) IRR P/|  NPVI0per BOE

$4.00 3.2 20.9% 2.2 $0.39
$5.50 9.2 41.4% 4.6 $1.12
$7.00 15.1 57.2% 6.9 $1.82

Prices are real, $2007, escalating at 2%/year



Producers’™returns as both N
shippers + pipeline owners

Alaska Gasline Inducement Act

NPVio ($B) IRR P/I NPVio per BOE
$4.00 5.0 14.0% 1.4 $0.60
$5.50 10.6 17.9% 1.9 $1.28
$7.00 16.0 21.1% 2.3 $1.93

Prices are real, $2007, escalating at 2%/year



Producer NPV:
Relative likelihood

The Alaska Gasline Inducement Act

Frequency Distribution of Producer NPV1o

Relative Frequency

112 13,0 NPV ($ Billions)



Producer IRR:
Relative likelithood U

The Alaska Gasline Inducement Act

. requency Distribution of Producer IRR

70%

Relative Frequency



Producer P/I:
Relative likelihood

The Alaska Gasline Inducement Act

Frequency Distribution of Producer
Profitability Ratio

Integrated Up- & Mid-stream

Upstreanm only

0 8 10 12 14 16 18 20

1.92 7.94 Profitability Ratio



Comparative Project Opportunities
Producer Net Cash Flow (NPV10)

($35 and $25 oil and 6/1 oil/lgas ratio)
— The Alaska Gasline Inducement Act —

15,000

o 10,000

-5,000
Percentile

Project comparison data from EconOne presentation to LB&A Committee, 6/14/06.



Pre-PPT Gasline Econom ics in context
Producer Net Cash Flow (NPV10) //V

($35 and $25 oil and 6/1 oil/gas ratio)
The Alaska Gasline Inducement Act

Project comparison data from EconOne presentation to LB&A Committee, 6/14/06. EconOne data assume 100%
Producer pipeline ownership, ~$15B Alberta project.



Current Gasline Econom ics
Produce’ Net Cash Flow (NPV10)

($35 and $25 oil and 6/1 oil/gas ratio)

The Alaska Gasline Inducement Act

Alaska

Gasline - 20,000

Alberta

WPT)
)stream+
idstream™™ 0 0 0

5

(3 10,001h

59 5,000

S

-5,000
Percentile

Project comparison data from EconOne presentation to LB&A Committee, 6/14/06. EconOne data assume, 100%
Producer pipeline ownership, ~$15B Alberta project; upstream return data assumes 0% pipeline ownership.



Current Gasline Econom ics
Profitability Index Ratio (PIR10)

($35 and $25 oil and 6/1 oil/gas ratio)

The Alaska Gasline Inducement Act

~ Alaska Gasline - Alberta (PPT fiscal terms)

Alaska Gasline -Alberta (2005 fiscal terms)

Alaska Gasline -Chicago (2005 fiscal terms)

Alaska
Gasline -
Alberta

50 Ef%Tt?eam
Percentile |dstream

Project comparison data from EconOne presentation to LB&A Committee, 6/14/06. EconOne data assume. 100%
Producer pipeline ownership, $ Alberta project; upstream return data assumes 0% pipeline ownership.



Current Gasline Econom ics
internal Rate of Return (IRR)

($35 and $25 oil and 6/1 oil/gas ratio)
The Alaska Gasline Inducement Act

100%
90%
80% -
0% -
c 60% -
o 50%
d. 40% -
30% -
0
o g,
Alberta
0% T Piddbiiriitidim bbbibititttirrriibriiiirtriiin bibbitiiiiii ﬁpspeam_l_
x 5) % idstream

Percentile

Project comparison data from EconOne presentation to LB&A Committee, 6/14/06. EconOne data assume 100% Prod'l}éer
pipeline ownership, ~$15B Alberta project; upstream return data assumes 0% pipeline ownership.



W hy Pipeline Ownership? A,

Tho Alaska Gasline Inducement Act

= Producers the only entities that can do it?

« Need to control costs? . . ™ @

e FT - Debt? P VW
= Control over pipeline terms?

e Bargaining leverage with state?

14



FT contracts: nominal

i

Millions o dollars

ollar size of obligation

The Alaska Gasline Inducement Act —

The total financial commitment for the producers would be

around $3.4 billion per year, increasing to approximately
12,000 - $4 billion per year fora 20% cost overrun. A producer

with one-third of shipping capacity would make a financial

commitment of between $1.1 and $1.33 billion per year.

10,000 ]
$20.5 B project
« $25 B project
8,000 m
6,000
4,000 -
2,000

ft

2016 2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040



FT contracts (cont.):

tariff in context of revenues
The Alaska Gasline Inducement Act

Revenues declines as

$2.58 AECO price (real), known reserves decline;
oo exceeded with 85% like!.'hood we assume no new
discoveries.

10,000
g 8,000
8 $2.31 AECO price (real),
© 6000 exceeded with 95% likelihood
=

4,000

2,000

0 4— i r ! ! ! ! - Ppeeeeeeeeeeeee — — i 1 .

2016 2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040



T a X

-> N o fis c a

in cre as e

e ffe c ts

certainty

0]

Producer NPV 10 in billions of dollars w

$3.50 3.8
$4.00 5.7
$4.50 7.6
$5.00 9.4
$5.50 11.3
$6.00 13.1
$6.50 14.9
$7.00 16.7
$7.50 18.3
$8.00 19.9
$8.50 21 .4

10.7

12.5

14.2

15.8

17.4

18.9

20.3

n

ith

increase

start of project

NPV 10

30%

10.1
11.8
13.4
15.0
16.5
17.8

19.2

50%

3

10.

12.

13.

15.

16.

17.

.0

in production tax

The Alaska Gasline Inducement Act

15%

4

%

%
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%

%

%

%

%

%

%

%

N ote:

change

30%
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% -21
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% -17
% -17
% -17.
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% -1 7.
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rate at

50%
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17

excluded



T a x in cre

-> F isc a l

a S €

certainty

e ffe cts

(0]

n

Producer NPV 10 in billions of dollars w ith

$3.50 3.8
$4.00 5.7
$4.50 7.6
$5.00 9.4
$5.50 11.3
$6.00 13.1
$6.50 14.9
$7.00 16.7
$7.50 18.3
$8.00 19.9
$8.50 21 .4

14.6

16.3

18.0

19.5

21.0

N P V

10 years

increase

11th year of project

N PV 10

30%

10.8
12.6
14.3
16.0
17.6
19.1

20.5

50%

10.

12.
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15.

17.
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19.

in production tax

.9

The Alaska Gasline Inducement Act
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T a X

-> F is c a

Producer NPV 10

2
$3.50 3
$4.00 5
$4.50 7
$5.00 9
$5.50 11
$6.00 13.
$6.50 14
$7.00 16.
$7.50 18.
$8.00 19
$8.50 21

2 k

in cre a s e s

e ffects o0 n N P

certainty

5 years

in billions of dollars w ith increase
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14.4

16.1
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6th year of project

NPV-io |

30% 50% 15%

3.

5

10

5

.2

12.

13.

15.

17.

18.

3.2 -4
4.9 4
6.6 3
8.3 3
.5 10.0 -3,
2 11.6 -3
9 13.2 -3.
5 14.8 -3.
16.3 -3
5 17.6 -3.
9 18.9 -3,

19.

Vv

The Alaska Gasline Inducement Act

in production
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