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ANNEX I!

Zones for the Pipeline and the Dempster Line in Canada

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

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

Zone 3 foothills 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 5 Foothills Pipe Lines (Alta ) Ltd 
Alberta B C border to point of bifurcation near Caroline, 
Alberta

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

Zone 7 foothills Pipe Lines (Alta ) Ltd
- C aroline to Alberta-B C border near Coleman

9
Zone 8 Foothills Pipe Lines (South BC ) Ud 

Alberta-B C. border near Coleman to B C -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 10 foothills 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

ANNEXE II

Zones pour le Pipe- line et la Ligne Dempster au Canada

Zone 1 Foothills 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 f South 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 I Alberta 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-l 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 >ere entre la Saskatchewan et les 
Euu-Unis, a proximiti de 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, I 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 II

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

(i) There will be calculated, in accordance with (iii) below, a 
percentage for Zones I—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 
tbe cost of service in Zone 11. If actual capital costs in Zones 
1—9 are between 135% 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 tbe 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% of 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
(ii) There will be calculated a percentage for the cost over­
run on the Dawson to Whitehorse lateral (Zone II) After 
determining the dollar value of the overrun, there will be 
deducted from it:

(а) the dollar amount b> which actual capiul costs in 
Zones 1. 7 8 and 9 (carrying Alaskan gas only) are less 
than 135% of filed capital costs referred to in (iii) below;
(б) in each of Zones 2 3 4 5 and 6 the dollar amount by 
which actual capital costs are less than 135% of filed 
capital costs referred to in (iii) 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) above 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 same volume of Alaskan gas 
plus the contracted volume of Northern Canadian gas

ANNEX 111*
Repartition des couts dans lo Zone II

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 1 4 9 globalement 
en divisant les coOts reels d'investissement 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 1 a 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 el I'Alaska etablie par contrat par 
rappon au meme volume de gaz dc I'Alaska ajoute au volume 
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 moins 
66 2/3 % ou la proportion calculee ci-dessus, le Uux le plus 
bleve bunt retenu
(ii) On calculera le pourcentagc du depassement de devis 
pour le raccordement de Dawson i Whitehorse (Zone II) 
Apres avoir determine le montant 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 d'investissement sont inferieurs a 135% des 
couts d'investissement deposes memionnes a I almea (iii) 
ci-dessous;
b) dans chacune des Zones 2, 3 4, 5 el 6, le montant en 
dollars par lequel les couts reels d investissement sont 
inferieurs 4 135 % des couts d investissement deposes men- 
tionnes i  1'alinea (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 II sont superieurs a 135% des couts 
d'investissement deposes, la pan des couts de services 
defrayes par les expbdiieurs ambricains sera une fraction 
(n’excedant pas 1) du pourcenuge des frais dc services 
calcules en vertu de I'alinea (i) ci-dessus ou le numerateur 
est 135 % des couts d'investissement deposes et le denomir.a

ANNEXE III*

* Amended by •ddeadurr. u\ out follo»inf ihu Anne* * Modifiee per 1 addendum rtprodu:i o-dcuoas



Ch*p N-26 Northern Pipeline Schedule 1

(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*

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 service reels impuubles aux expediteurs 
americains ne sera cr. 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
(iii) Les <couts d investissement deposes* qui serviront a 
caiculer les depassements de devis aux fins de la repartition 
des couts prevue aux alineas (i) et (ii) cidessus seront:

48*— I 260 lb pressure pipeline— 

or 48*— I 6801b pressure pipeline— 

or J4 ‘ —  I 1201b pressure pipeline—

3 873 

4418

4 234

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

Le Pipe-line au Canada*(Zones I a 9)

48 pouees — pression manometrique
de I 260 livres — 3 873

ou 48 pouccs — presuon manometrique
de 1 680 livres — 4 418

ou 54 pouccs —  pression manometrique
de I 120 livres — 4 234

• Tho r Tiled cap iu l costs include and are based upon Ic) t 1.260 pat. 41 inch 
line from ihe Alaska 5 ukon border 10 the point of possible interconnection 
near Whitehorse, lb) a 1.260 psi. 4g.mch. or 1.610 pai. 4* inch, or 1.120 psi. 
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 o f commencement o f operauoru 
of January I 1913

* Ces couts d investissement deposes comprenneni e: sont fpndes sur a) une 
canalisation dc 41 poucus (prcttion manometrique dc I 260 livres au pouce 
carrel i  pertir de la frontiere entre I'Alaska ct le Yukon jutqu'au point 
tvcniud dc racoordcmcnt a proximite da Whitehorse a Caroline Junction, 6) 
une caiulttauon i t  4| pouccs (pression manometrique dc I 260 Irvrcs tu  pouce 
carrel: ou de 41 pouccs (pression manometrique de I 610 livres au pouce 
earrt). ou de 34 poucct (pression manometrique de I 120 livres au pot.ee 
caret) I  panir du point tvennrel de raecordcmcnl i  prosim iic dc Whitehorse 
r) une canalisation dc 42 pouccs de Caroline Junction a la frontiere cans do- 
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 in docs en fonction de 
la date du debut de I'exptoiuiiok du Pipe line le I"  yanvier 3983
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'Filed Capiul Cost 
Estimates for the Pipeline 
in Canada (millions of 
Canadian dollars)

Zone 11 of the Dempster L in e*

JO'— Section of Dempster line 
from
Whitehorse to Dawson— 549

or 36'— Section of Dempster line 
from
Whitehorse to Dawson- 585

or 42*— Section of Dempster line 
from
Whitehorse to Dawson- 705

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

Zone 11 de la Litnc Dempster*

JO pouocs —

ou J6 pouccs —

ou 42 pouccs —

Tronfon dc la Ligne 
Dempster de 
Whitehorse i 
Dawson —
Tronfon del* Ligne 
Dempster de 
Whitehorse a 
Dawson —
Tronfon de la Ligne 
Dempster de 
Whitehorse a

549

585

705

Details for Zones I 9 are shown in the following uble

Filed Capital Costs for the Pipeline in Canada

48*
1.680 psi 
S million 

(Canadian)
707 
864

Zor.e
1
2
3
4
5
6
7

8
9 * *

Total
Zones
1-9

48
1 260 psi 
S million 

(Canadian! 
707 
721 
738 
380 
677 
236 
126 
83 

205 
3 873

850
488
859
236
126
83

205
4418

54*
I 120 psi 
S million 

(Canadian)
707
805
803
456

813
236
126
83

205 
4 234

Us d iu ilt pour lea Zones I a 9 figureni dans le ubleau 

Couts d invesiitsement deposes pcur le Pipe-line

48 pouccs 
I 260 livres 
au pouce 

earri 
(en millions 
de dollars 
canadiens)

707 
721 
738 
380 
677 
236 
126 
83

suivant: 

au Canada

Zone

I

Toul
Zones

205 
3 873

48 ponces 
1 680 livres 
au pouce 

carte 
(en millions 
de dollars 
canadieni) 

707 
864 
850 
488 
859 
236 
126 
13

205

4418

54 pouccs 
I 120 livres 
au poucc 

carrl
(en millions 
de dollars 
canadiens' 

707 
805 
803 
456 
813 
236 
126 
83

20?
4 234

•  The eoau art caeatned for ■ date of oc*nmcncamoil o f operations of January 
I 1915

•* The tut eomprmsion station in Zone 9 includes realities to provide compres­
sion up to I 440 ps

• Las eoCts aont indeil* 4 la date du dtbui dc I'eaptoiuiior. k I* corner 191!
•• La dernier* uution da oomprtaaion daiu la Zone 9 inclui des installations poui 

foumir am  compress** jusqu'a 1 440 lr*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> I. 1983, then the capiul cost estimates 
shall be adjusted or tbe difference in time using the GNP price 
deflator fror. J»- uar> I 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 ar> 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 l’o- purposes of cost allocation, may be 30", 36", or 
42 so 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 
ernments If the appropriate regulatory bodies or the two 

countries are nable to agree upon the amount of such co< - 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

II est reconnu que les couts d investissement mcntionnes 
ci-dessus sont des estimations Ils 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) J

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 meme, 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 pas le I" janvier 1985. (estimation des couts d'investisse- 
ment sera rajustee pour la meme raison, au moycr. de ce meme 
indice a compter du I" 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 meme 

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 
une base qu'approuvera I Office national de I energie Les coiis 
reels d'investissement 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 l'£tat St les organismes reglemen- 
uires appropries des deux pays ne peuvent s entendre sur le 
montant 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 seulcmem dans la mesure cu de telles installa­
tions sont construitcs pour satisfaire les exigences des expedi­
teurs des £uts-Unis

ADDENDUM

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

America)

Tbe filed capiul costs specified in Annex III shall be deemed 
to include all normal pipeline costs incurred in constructing gas 
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

ADDENDUM

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

Les couts d investissement deposes precises a I'annexe 111 
sont riputes comprendre tous les frais pipeliniers notrnaux 
engages dans la construction d'insullations de pipe-lines die gaz 
au Canada, sauf ceux expressement exclus dans les dispositions 
de I'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 
oi< and recover} of regulatory monitoring costs 

The following additions shall be made to the tabulations 
contained in Pan (iii) of Annex III:

(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 tbe following phrase:

"or 56' — 1,080 lb 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:

“ 56'
1.080 psi 
S million 

(Canadian) 
t 0 7  
817 
874 
427 
850 
236 
126 
S3 

205 
4,325"

ANNEX IV 

Dtrtci Charges by Public AuthoritiesI
• I 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

au titre des fonds utilises pendant la construction Les couts 
d’investissement diposes de lannexe III 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 I I I :

A) Au ublcau intitule: (Estimations des (Couts d'investisse­
ment d£pos£s> pour le Pipe-line au Canada (en millions de 
dollars canadiens): Le Pipe-line au Canada (Z^nes 1 a 9). 
s'ajoute en quatriime ligne le passage tu ivan t:

•ou 56 pouoes — pression manometrique de I 080 livres — 
4 325*

B) La partie b) de la note infrapaginale I a laquelle renvoie 
ledit ubleau se lit maintenant cn entier comme su it:

*b) une canalisation de 48 pouoes (pression manomitrique 
de 1 260 livres au pouce carrt); ou de 48 pouces (pression 
manombtrique de I 680 livres au pouce carre); ou de 54 
pouces (pression manomitrique de 1 120 livres au pouce 
carrd); ou de 56 pouces (pressior. manometrique de I 080 
livres au pouce carre) j  panir du point fcventuel de raccor­
dement 4 proximite de Whitehorse 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 
1 080 ,'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 
e tc ) 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

* In Ihe cut of thtte iitmi tnd til other rotd-rtttKC ehtrpu* by public * Pour a t  poinu a tcult tttrt chtric imp«*4< p«r Id tuiontb publiques ci lice i
tuihoruio loul chirjo in the Yukon Tcmioey itull not ucacd ISO oullwr. It *«ne. It tommt 6a cbtr|a louta dim le wmioirt 6u Yukon rw deptueri
Orudun pu X) miHiofU dc doiUn arudxru
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4 Airfield and aintrip repairs

5 Drainage maintenance

6 Erosion control

7 Borrow pit reclamation

8 Powerline damage

9 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 o f the Province o f  Alberta

The Government of the Province of Alberta agrees in princi- 
^ o l e  to the provisions contained in the Canada-United Sutes 

^ k p c l i n e  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 tbe 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

4 Reparations aux terrains et pistes d'atierriatage

5 Entretien du systime dc drainage

6 Contrflle de I'erosion

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 R iginiration du site des campcments

13 Autres points regis par c 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 l.ois 
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 con tenues dans le T raili 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 
d’autres charges monetaires s'apphquant au Pipe-line ou au 
debit Les modalites de cel engagement feront I obje: d un 
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 l'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 Declaration du Gouvernement de la province de la
Columbia Colombia-Britanniqut

The Government of tbe Province of British Columbia agrees 
principle to the provisions contained in the Canada-United 

S t a t e s  Pipeline Treaty of January 28, 1977, and furthermore 
British Columbia is prepared to ooopente with the Federal 
Government to ensure that tbe provisions of the Canada-United 
S utes 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. c 20, Sch I

SCHEDULE II

(Section 21)

CO M PANIES

Foothills Pipe Lines (South Yukon) Ltd 
Foothills Pipe Lines (North B C ) Ltd 
Foothills Pipe Lines (South B C ) Ltd 
Foothills Pipe Lines (A lu  ) Ltd 
Foothills Pipe Lines (Sask ) Ltd 
1977-78, c 20 Sch II

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 T ra iti cn ce qui a 
trait i  la ooa-interftrence avec la con inu itl du dibit et au 
traitement boo discriminate ire es m ature 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 n lgod l dans lex meilleurs 
delais Un icJ accord devrait garantir la protection de la position 
exprimfe par la CoJombie-Britaiinique dans son tU lgnjiune du 
31 aodt
1977-78, ch. 20. ann I

A N N E X E  II

(article 21)

CO M PA GN IES

Foothills Pipe Lines (South Yukon) L td  
Foothills Pipe Unes (North B C )  L td  
Foothills Pipe U nes (South B C ) U d  
Foothills Pipe U nes (A h a ) U d.
Foothills Pipe U nes (S a s k ) U d  
1977-78, ch 20, ann II

SCHEDULE III 

(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) L td , the 
A lberu Gas Trunk Line (Canada) Limited, Westcoast 
Transmission Company Limited, and A lberu Natural Gas 
Company Limited and in the submission of The A lberu  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-

A N N EX E III 

(articles 21 et 22)

m o d a l  r r £ s
P ropriiti 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 m odalitl n* 18, la compagnie doit 
('assurer que le pipe-line est con?u, fabrique, situl, mis en 
place, in su lll  et exploitl confonnlm cnt aux splcifications, 
de&sins ct autres rtnseigncm enu ou donnies, ponfcs a la 
dem ande faite a I’OfTicc par la Foothills Pipe Unes (Yukon/ 
L td , VAlberta Gas Trunk U ne (Canada) L im ited, la West- 
coast Transmission Company U m ited  et VAlberta Natural 
Gas Company U m ited  et au memoire qui lui a I tr  isenil 
par VAlberta Gas Trunk U ne Company U m ited, t. qu'ils 
ont I I I  modifies au court de 1‘Audience et touscrits i  l i t r  
d'engagement au cours de l'Audience, ou tels qu'ils ont ct. 
ordocnes, presents ou approuvls par le fonctionnaire desi-
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non location drawing or other information or data shall be gne et il ne sera fait aucune modification au* conceptions
\aried except as ordered directed or approved by the desig- specifications emplacements dessins renscignements ou
nated officer donnees, si ce n est dans la mesure ou le fonctionnaire

designe I'ordonne. le prescrit ou l approuve

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,
(ii) 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 
^ w c u o n  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.

(а) 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; >
(б) a copy of every amendment to a collective agreement 
refened to in paragraph (o);
(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

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 I'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, et2 bli 
selon une methods acceptable pour I’Administration it 
qui d o it:

(i) regir toutes ies activites de la co.ropagnie relatives a., 
projet que Ion 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 I approbation visee a 1'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* S doit contenir une 
clause portant que I'entrepreneur en construction doit depo­
ser aupres de la compagnie, des la signature de ce con tra t:

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),
c) une copie des conventions collars ives posteri»res i 
celles visees « 1'alinea a), ainsi qur Ieurs modifipitiorc. 
pendant la durfce du contrat vise i  Is modaliti n* 5

La compagnie doit deposer une copie de ces conven tions et 
de Ieurs 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 M atters

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 A lberu  Gas Trunk Line (Canada) 
Limited. Westcoast Transmission Company Limited, and 
A lberu  N atural Gas Company Ltd and in tbe submission 
of The A lberu  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,
(а) 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:
(б) 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 t tu h  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;

Questions sociales economiques el ecologiques

7 En c t  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 U nes (Yukon) U d , 
VAlberta Cas Trunk Une (Canada) U m ited, la Westcoast 
Transmission Company U m ited  et VAlberta N atural Gas 
Company U d  et i  ceux contenus dans le mcmoire que 
VAlberto Cas Trunk Une Company U m ited  a prEsente a 
O ffice , sous reserve des modifications apportEes a l’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 1’agriculture;
b) les recommandations de ses experts-conseils pour la 
protection des pecheries des terres agricoles et de 
I’environnement

M ain-d aeuvre et fourniture de biens et services

9 En ce qui a trait a I’emploi de main-d’a t m e  
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 l’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 I’assentiment du 
ministre, le plan vise a 1’alinea 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 I’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 I’originc des produits, des services 
et de Ieurs 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 m a) 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, 
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 
major purchases without prior approval of the Minister

) 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 

^ ^ i a t  require the prior approval of the designated officer 
^ B d e r  the procedures referred to in condition !0(A)(iij

Financing

12 (I)  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 tbe Board; and
(d) file with the Minister and tbe Board documents relat­
ing to the financing obtained for the prebuilt sections and

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),
(ii) 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 
apportAe avec I’assentiment du ministre, le rapport vise a 
1’alinea 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 fa ir: aucun achat impoi 
u n t  qui n'ait ete au prealable autorise par le ministre

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

Financement

12 ( I )  La compagnie doit, avant d entreprendre la cons­
truction du pipe-line:

a) deposer aupres du ministre et de l'Office une preuve 
attestant qu'elle a ete constitute au Canada et qu d ie n: 
constitue pas une personne non admissible au sens de la 
Loi sur I examen de I'investissement etranger, chapitre 46 
des S u tu ts  du Canada de 1973-74, en date du 13 avril 
1978;
A) prouver, i  la satisfaction du ministre et de l'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 
l’avance*. qui servira a transporter du gaz nature! cana­
dien vers les fetats-Unis avant l’achevement du pipe-'iine;
c) itablir, a la satisfaction du ministre et de l'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  pou»-..ir 
acbever le pipe-Une avant La fin d :  1985, et qu'elle peut 
ofTrir une garantie jugee acceptable par le mitnistn.- et 
l'Office centre le risque d 'un  non achevement du pipe line 
et d'une interruption de la construction;
d) d 6poser auprAs du ministre et de l'Office des docu 
ments conccrnani le financement obtenu pour les tronqons
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such documents shall include all relevant contracts and 
instruments

(2) The company shall before commencing construction 
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 o f 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 tbe 
Board, in a form satisfactory to the Minister and the Board 
and on a quarter!) basis, information on tbe

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

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 a u tru  que les tronfons cons 
traits a I'avance :

a) fctablir, i  ia satisfaction du ministre et de l'Office 
qu'elle s'est assure le financement du tronfon nord et que 
ce financement oomprend une protection jugee acceptable 
par le ministre et l'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 l'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);
c) 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 d e ' titres de dettc, ni aucune 
autre disposition, a part les clauses normales dac te  fidu- 
ciaire generalement applicables a I'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 l'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 l'Office, en 
la forme qu'ils jugent satisfaisante et sur une base trimes- 
trielle, des renseignemenis s u r :

a) les frais engages et ceux qui so n  envisages relative­
ment au pipe-line:
b ) le financement du pipe ’ine;
c) 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» l'Office peuvent consulter tous les 
dossiers financiers de la compagnie aux fins de verification

16 La compagnie d o it:
a) soumettre au ministre et a l'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 l’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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M in iste r and the Board  w ith  such proo f as the M in iste r and 

the Board consider appropria te that the com pany has 

obtained a ll nece ssary  regu lato ry  approvals

18. The com pany  sh a ll cau se  the pipe for the p ipeline to 

be o f su ch  sp ec if ic a t io n s inc lud in g d iam eter, w a ll th ickne ss 

and  m ax im um  a llow ab le  operation pre ssures a s may be 

approved by the M in is te r  and the Board

19 W hen the com pany a sc e r ta in s  the lands o f a landow n ­

er that may be requ ired  for the purposes o f a section or part 

o f the p ipe lin e  the com pany sh a ll serve a notice in  a 

m anner and  in a form  to be determ ined by the designated  

o ff ic e r on the landow ner, wh ich notice sh a ll set out the 

location  o f the o ff ice s o f the A gency and the r igh t o f the 

landow ner w ith in  th irty  d ay s o f being served to m ake 

rep resen tation s to the Agency re specting  the fin a l route o f 

tbe p ipeline for it s  consideration  prior to its approval o f the 

f in a l d eta iled  route

Remote Communities

2 0  T he com pany sh a ll in im p lem enting paragraph 3 (b) 
o f the A greem ent, construct la te ra ls  from the pipeline and 

m ake arrangem en ts for the supply o f g a s to remote com ­

m un ities in  the Y ukon  Territory and the provinces tkrough 

w h ich the p ipe line passes where the com m unities can be

^ f e o n o m ic a l l y  served and have app lied  to the appropriate 

^ H o t h o r i t y  for su ch  serv ice  and that authority  has approved 

such app lication , except that in the Yukon T errito ry . Foot 

h ills  P ipe L in e s (Sou th  Y u ko n ) Ltd  sh a ll m ake a fin an c ia l 

contribution in respect o f provid ing gas

(a )  to the com m unities o f Beaver C reek. Burw ash  L a n d ­

ing D estruction  Bay H a in e s Junction W hitehorse, 

T eslin . Upper L ia rd  and W atson L a ke  in an amount not 

to exceed a total cost of 2 5 m illion do llars: and

( b ) to other remote com m unities an amount not to 

exceed the le sse r o f

( i )  the product of 2 ,5 0 0  do lla rs m ultip lied by the 

num ber o f custom ers in  the com m unities and

( i i )  a to ta l cost o f 2 5 m illion  do lla rs

Dempster Line
21 W hen the Dem pster L in e  referred to in the A gree­

ment is to be connected to the pipeline o r when add itiona l 

p ipeline c ap ac ity  is needed to meet the contractual requ ire ­

m ents o f U nited S u t e s  or C anad ian  sh ippers, the com pany 

sh a ll expand the cap ac ity  o f the p ipeline, subject to the 

regu la to ry  requ irem ents o f the Board , and to any agreem ent 

th a t m ay be entered into between Her M ajesty  in righ t o f 

C an ada  and the com pany, in an  effic ien t manner to perm it 

tbe connection o f the Dem pster L in e  or to meet those 

con trac tua l requ irem ents, a s the case m ay be

19 7 7 -7 8 . c 20 . S ch  I I I :  S I/ 8 0 -1 3 2 ; S I/ 8 3 -4 4

tion du m in istre  et de l'O ff ic e  q u 'e lle  a obtenu toutes les 

au to risation s rc g le m e n u ire s  n e ce ssa ire s

18 La  com pagn ie  doit s 'a s su re r  qu e  le s c a n a lisa t io n s  du 

p ipe-line repondent au x  sp e c if ic a t io n s  app rouvees p a r le 

m in istre  et l'O ff ic e , no tam m ent en ce  q u i concerne les 

d iam etres, I 'ep a isseu r des p aro is et le s p re ss io n s operato ire s 
m ax im ales ad m iss ib le s

19 Lo rsque la  com pagn ie  d e te rm ine  q u e lle s  te rre s d 'un 

p roprie ta ire  peuvent etre requ ise s au x  f in s  d 'une  sec tion  ou 

'partie  du p ip e -lin e , elle doit s ig n if ie r  a u  p ro p r ie u ire , de la 

fa?on et en la  fo rm e e tab lie s p ar le fo n c tio nn a ire  d e s ign e . un 

avns ind iquant le lieu  ou se trouvent le s  bu reau x  dc I'A dm i- 

m stration et le d ro it q u ’a le p ro p r ie u ir e  de p r isc n te r  a 

I'A dm in istration . d an s les tren te jo u r s  de  la s ig n if ic a t io n , des 

observations au su je t  du trace d e f in it i f  du p ipe -lin e  pour 

qu ’e lle  les exam ine avan t d 'app rouve r le trace  d e f in it if  
deta ille

Agglom erations eloigners

20 A vant de m ettre en execu tion  I 'a lin e a  3 b) de I'Aceord, 

la com pagnie do it, san s q u ’il ne lu i en cou ie  r ien , con stra in t 

des can a lisa t io n s la te ra le s du p ip e -lin e  et p rend re  les d isposi­

tions necessa ires pour fou rn ir du g a r  a u x  co lle c t iv jte s  e lc i- 

gnees du territo ire  du Y ukon  et des p ro v in ce s que traverse >e 

p ipe-line, lo rsqu 'e lle s peuvent etre d e sse rv ie s econom iquc- 

ment et que la dem ande q u 'e lle s  ont fa it  en ce sen s a ete 

approuvee par les au to rite s com peten tes T ou te fo is , au terri­

toire du Y ukon , la  F o o th ills  Pipe Lines (South Yukon) L td  
doit contribuer financ ierem ent a app rov is ionner en g a z  :

a) les co llcctiv ite s de B eaver C re e k . B u rw a sh  L and in g  

Destruction B a y , H a in e s Junction , W h iteho rse . T eslin . 

Upper L iard  et W atson L a k e  ju s q u ’a concurrence de 2,5 

m illion s de do lla rs;

b) les autres co llec tiv ite s e lo ignees, ju sq u 'a  concurrence 

du moins eleve des m ontants s u iv a n t s ;

( i )  le produit de 2 5 0 0  do lla rs p a r le nom bre de c lien ts

des c o lla r  ites,

( i i )  2 .5  m illio n s de do lla rs au to ta l

La Ligne Dempster

21. Au moment de raccorder au  p ip e -lin e  la L ig n e  Dem pv 

ter visee a I'A ceord, ou lo rsq u 'il faud ra  au gm en te r  la  c a p i-  

cite du p ipe-line pour rependre au x  beso in s co n trac tu e ls u s  

expediteurs des £ ta t s -U n is  ou du C an ad a , la  com pag ii.e  

augm en iera efficacem ent la  cap ac ite , so u s re se rve  des 'sn i- 

gences reg lem entaire* de l ’O ffice , et de tou te  convention 

qu 'elle peut conclu re avec S a  M a je ste  du c h e f du C am  da. 

de m an iere i  r£a li*e r le racco rdem en t o u  a repondre aux 

besoins con trac tue ls , selon le  cas 

1 9 77 -7 8 , cb 20. ann  I I I ;  TR/80-132; T R / 8 3 -4 4

QUEEN SPRINTER FOR CANADA C IMPRIMEUR DE La  REINE P  R L E  CAN AD A
OTTAWA 1911
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W e n d y  D .  K i n g

ANS Gas Developm ent Team



Alaska Gas Pipeline Project

$125MM Study 
1 million man-hours 
(BP, COP & XOM)

Reauthorization of 
Alaska Legislation 

(SGDA) BP, COP, & XOM reached an 
agreement with the 

Administration on a Proposed 
Fiscal Contract

Fiscal
Contract
Public

Comment
Closed

1970’s

2 0 0 0

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.

Florida Gas Transmission Company 
Valero Natural Gas Pipeline Company 

Portland Natural Gas Transmission 
Vector Pipeline L.P. 

Maritimes & NE 
Kern River Expansion 

Alliance 
Rockies Express 

Alaska Project
I

Source: ConocoPhillips In terna l Resources

N o r t h  A m e r i c a n  p r o j e c t s  s i n c e  

1 9 9 7  g r e a t e r  t h a n  $ 1 0 0  m i l l i o n

New build or 

expansion

Note: Alaska 
Project Cost 

Estimate 
2 0 0 1 $

Alaska North Slope - Alberta Alberta-market

2000 4000 6000 8000 10000 12000 14000 16000 18000 20000

Capital Costs (US $MM)

A l a s k a  G a s  P i p e l i n e  w i l l  b e  m u c h  l a r g e r  /  m o r e  d i f f i c u l t  t h a n  

o t h e r  U S / C A N  p i p e l i n e s .  S i z e  b r i n g s  a d d i t i o n a l  r i s k .

ConocoPhillips



Alaska Gas Pipeline Project Risks

C o s t
-  Since 2001, steel prices have nearly 

doubled
-  Labor costs continue to rise
-  Previous $20 billion cost estimate 

would be significantly higher today

P r ic e s
-  Natural Gas Supply & Demand
-  Volatility

O th e r R is k s  a n d  U n c e rta in t ie s
-  Worid-scale logistics
-  World-scale material procurement
-  Labor availability
-  Weather
-  Reserves and Deliverability

Steel Price Index sin ce  2001 
(base price index 1982)

ConocoPhillips



•  •  •
Why an Open Season?

•  W h y  s h i p p i n g  c o m m i t m e n t s ?

-  S h i p p e r s  a g r e e  t o  s h i p  g a s ,  o r  p a y  d e m a n d  c h a r g e s  f o r  f i x e d  t e r m

• Allows pipeline company to repay its debt and obtain a return on its equity 
contribution

-  C o m m i t m e n t s  a l l o w  p i p e l i n e  c o m p a n y  t o  o b t a i n  f i n a n c i n g  -  t h e  

c o m m i t m e n t s  s e r v e  a s  c o l l a t e r a l  f o r  t h e  f i n a n c i n g

•  W h y  i s  O p e n  S e a s o n  c r i t i c a l ?

-  A l l o w s  o p e n  a c c e s s  t o  p i p e l i n e

-  D e m o n s t r a t e s  n o  d i s c r i m i n a t i o n

-  R e q u i r e d  b y  A N G P A  -  S e c .  1 0 3 ( e )

-  E s t a b l i s h e s  t h e  d e m a n d  f o r  c a p a c i t y ,  w h i c h  i m p a c t s  s i z e ,  d e s i g n ,  a n d  

c o s t  o f  t h e  p i p e l i n e

-  A l s o  s u p p o r t s  d e t e r m i n a t i o n  o f  w h e t h e r  p r o j e c t  is v i a b l e  c o m m e r c i a l l y  a n d  

c a n  g e t  f i n a n c i n g

ConocoPhillips



•  •  •
Success Case Project Timeline

All Project Approvals 
(FERC / NEB, Permitting, 

ROW, & Full Funding)
. . .

i Hirst FullGas Capacity

2 Years 2 Years 5 Years
w \ ^  W 1XI Wj

1 Year*★

(Planning)

Phase 2
(Prepare

Applications)

Phase 3 
(Permit Approvals)

Phase 4
(Execution)

Planning

Permitting

Engineering

Procurement

Planning

Field Data Collection

Open Season___________

P re p a re  Appiic.

R ev iew  & A pp rova ls

FEED & Regulatory Support

Detailed Design

Pre-Proc Equipment & Material Supply / Module Fabrication |

Construction

:v. ..

Pre-Const

Construction

Commission

ConocoPhillips



Design PhaseFeasibility Phase
~ 2 %  total project 
s p e n d
Preliminary design 
Fatal risks 
mitigated

Best opportunity 
to reduce risk at 
least cost

~ 5 %  total projec 
s p e n d
Major permits 
Design
optimization &  
1 0 %  of Detail 
Design 
C o m p l e t e d

Implement risk 
mitigation 
plans

Execute Phase
~ 9 0 %  total project s p e n d  
~ 9 0 %  of Detail Design C o m p l e t e d  
Procure, construct, &  c o m m i s s i o n

Risk mitigation options limited & 
extremely expensive

P r o j e c t  B e c o m i n g  M o r e  D e f i n e d  

P r o j e c t  C o s t  U n c e r t a i n t y  R e d u c i n g

~ 2 Years ~ 2 Years ~ 5 Years 1 Year+
.

Gas
flows

•  •  #
F r o n t  E n d  L o a d i n g  a n d  C o s t  E s t i m a t e s

Phase 1
(Planning)

Phase 2 
(Prepare 

Applications)

, Phase 3 
(Permit Approvals)

. '*• • . "• o.
Phase 4

(Execution) ‘ .

ConocoPhillips



Proposed AGIA

I n i t i a l  C o n c e r n s :

•  A G I A  s t r u c t u r e  h i n d e r s  c o m p e t i t i o n  a n d  c r e a t i v e  a l t e r n a t i v e s

-  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

•  R e s o u r c e  t e r m s  n o t  a d e q u a t e l y  a d d r e s s e d  -  c l e a r l y  ‘n o t  a  n e g o t i a t i o n ’

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

ConocoPhillips



ConocoPhillips Exploration on North Slope
(2000 -  2007)

National Petroleum Reserve - Alaska

Miles
40

_ l

UX

ConocoPhillips



•  •  •
Order 2005 on Rolled-in Rates

“I n  c o n c l u s i o n ,  t o  p r o v i d e  g u i d a n c e  t o  p o t e n t i a l  s h i p p e r s  i n  

a d v a n c e  o f  t h e  i n i t i a l  o p e n  s e a s o n  t h a t  i s  t h e  s u b j e c t  o f  t h i s  

r u l e ,  t h e  C o m m i s s i o n  i n t e n d s  t o  h a r m o n i z e  b o t h  o b j e c t i v e s  

( r a t e  p r e d i c t a b i l i t y  f o r  i n i t i a l  s h i p p e r s  a n d  r e d u c t i o n s  o f  b a r r i e r s  

t o  f u t u r e  e x p l o r a t i o n  a n d  p r o d u c t i o n )  i n  d e s i g n i n g  r a t e s  f o r  

f u t u r e  e x p a n s i o n s  o f  a n y  A l a s k a  n a t u r a l  g a s  t r a n s p o r t a t i o n  

p r o j e c t .  I t  i s  c o n s i s t e n t  w i t h  o u r  g u i d i n g  p r i n c i p l e  t h a t  

c o m p e t i t i o n  f a v o r s  a l l  o f  t h e  C o m m i s s i o n ’s  c u s t o m e r s ,  a s  w e l l  

a s  w i t h  t h e  o b j e c t i v e s  o f  t h e  A c t ,  t o  a d o p t  r o l l e d - i n  t r e a t m e n t  

u p  t o  t h e  p o i n t  t h a t  w o u l d  c a u s e  t h e r e  t o  b e  a  s u b s i d y  o f  

e x p a n s i o n  s h i p p e r s  b y  i n i t i a l  s h i p p e r s ,  i f  a n y  s u b s i d y  w e r e  

t o  b e  f o u n d .  ”

-  p a g e  4 4 ,  1 8  C F R  P a r t  1 5 7 ,  O r d e r  N o .  2 0 0 5 ,  2 / 9 / 0 5

ConocoPhillips



•  •  •
ANS Exploration Potential

A c re s R an g e  
(5  -  9 5% )

S ta te
R oy a lty ? S ta te  T a x e s ?

! State lands* 
(onshore & offshore)

15 million

2 4 - 4 5  T C F  
unassociated Y e s Y e s

Private lands* 
(mostly native)

3 -  6  T C F  
associated Y e s

Federa l o n s h o r e .

ANW R 
(1002 Area)

19 million 
(1.5 million)

0 - 2 0  T C F
Shared Federal 

Royalty Y e s

NPRA 23 million 3 9  -  8 3  T C F
Shared Federal 

Royalty Y e s

Federa l O C S

Beaufort Sea 1 -  72  T C F

Chukchi Sea 1 0 - 2 1 0  T C F

* Includes Foothills acreage
Source: USGS assessments for State (2005), ANWR (1998), NPRA (2002), Chukchi (2006), Beaufort (2006)

ConocoPhillips



•  •  •

Suggested Changes to AGIA

• C o n v e r t  A G I A  ‘b i d  r e q u i r e m e n t s ’ t o  ‘ b i d  v a r i a b l e s ’

-  A l l o w  p r o p o s a l s  t o  i n c l u d e  o t h e r  c o m m i t m e n t s  a n d  i n d u c e m e n t s

-  A l l o w  r e s o u r c e - o w n e r  a p p l i c a n t s  t o  p r o p o s e  p a c k a g e s  w i t h  r e s o u r c e  t e r m s

-  F o s t e r  g r e a t e r  q u a n t i t y  a n d  q u a l i t y  o f  p r o p o s a l s

• A m e n d  e x c l u s i v i t y  p r o v i s i o n s  t o  p r o t e c t  A l a s k a ’ s  o p t i o n s

-  A v o i d  t r e b l e  d a m a g e s  w h i c h  m i g h t  p e n a l i z e  A l a s k a  f o r  p r u d e n t  a c t i o n s

-  A G I A  i m p a i r s  S t a t e ’s  a b i l i t y  t o  a g r e e  r e s o u r c e  t e r m s  in ‘n e  f u t u r e

-  S t a t e  c o o r d i n a t o r / s t r e a m l i n e d  p e r m i t t i n g  s h o u l d  b e  a v a i l a b l e  t o  a n y  p r o j e c t

• Similar structure to A laska Natural Gas Pipeline Act (ANGPA)

ConocoPhillips



MEMORANDUM STATE OF ALASKA

A L A S K A  O I L  A N D  G A S  C O N S E R V A T I O N  C O N SSION

TO: Chair John K. Norman DATE: February 28,2007
Commiaaiooer Daniel Seamount Commisaionc

FROM: Jane Williamaon 
Sr. Reservoir Eni

Pradboe M^or Gaa Seles Study

Blaskovich Services, Inc. (BSI) and Commission staff recently completed a study o f the 
impact o f a future Mqjor Gas Sale (MGS) <m oil and gas recovery from the Prudhoe Oil 
FooL The following is provided as a summary o f major findings and conclusions from 
this study.

offtake rate at 2.7 billion standard cubic feet per day (BSCF/D), which contemplated an 
annual average gas pipeline delivery sales rate o f 2.0 BSCF/D. This allowable, set out in 
Rule 9 o f Conservation Order 34 ID , was approved without benefit o f production history. 
The Commission recognized that the rates may be changed as production data and 
additional reservoir data became available.
Over the past five years, there has been significant activity concerning a potential major 
gas sale. BPXA, Exxan-Mobil, and ConocoPhillips commissioned a $125 million dollar 
study to determine the conceptual feasibility o f a gas pipeline. The tentative plan 
resulting from this study was for a 4 J  BSCF/D pipeline, with capacity to expand to 5.6 
BSCF/D. The Prudhoe Bay Unit, Prudhoe Oil Pool is die only North Slope developed 
field with significant gas reserves (estimated at more than 24 trillion cubic feet (TCF)) 
and is o f primary importance for any decision concerning the pipeline. PL Thomson, 
with over 8 TCF o f gas and several hundred million barrels o f gas condensate and oil, 
was assumed to also provide a supply o f gas for the pipeline. The companies and die 
State o f Alaska have devoted significant resources to negotiate fiscal terms to build the 
pipeline. Based on these efforts, the Commission became concerned that no application 
for modification to the Prudhoe gas offtake rule had been submitted.
As a result o f a Commission inquiry and several public hearings, the Commission 
published a report on December 5, 2005 concluding that there was a need to 
comprehensively revisit the question o f the appropriate gas offtake limits in light o f 
several decades o f reservoir development and information that has become available 
since 1977. Because delay in die Commission's decision-making could disrupt the 
timetable for a potential gas pipeline project, the Commission adopted a proactive 
approach to ensure there would be an adequate factual basis for its eventual decision on



Pradhoe M g o r  G «  SalM Study
February 21,2007
Page 2 o f  3

allowable gas offtake. Tbs Prudhoe Working Interest Owners (WIO) and the 
Commissioa therefore agreed to principles allowing the Commission consultants and 
staff to access their reservoir simulation and other relevant engineering studies for the 
purpose o f analyzing gas offtake rates and gas sales startup timing for the Prudhoe Oil 
Pool Blaskovich Services, Inc. (BSI) was commissioned to provide reservoir 
engineering consultation in this study.
This work-study officially began in late January 2006. A brief summary follows: 
S u m m a r y  o f 2 0 0 6  f l j g u j g f e g  A e d i t  R e s u l t s

The Prudhoe WIO full field reservoir simulator was used as the primary tool in this 
evaluation. In addition to runs made asunmg no gas sales, simulation runs were made 
at various gas sales rates (1.0-5.6 BSCF/D) and gas sales startup dates (2015,2019, and 
2024). Some simulation cases were run to test the impact o f other factors such as 
changwS in waterflood operation, fuel usage, CO* offtake, and some drilling/workover 
variations. We also evaluated the effect o f varying assumptions for end o f the field life 
(EOFL).
Throughout our analysis, we searched for nugor factors that would affect the trends in 
total hydrocarbon recovery as a function o f gas offtake rates and timing. We were not 
searching for “ the”  optimum development strategy. We did not value one type o f energy 
resource (e.g., liquids or gas) over another, but equated them using their rehdive energy 
content in units o f barrels o f oil equivalent (BOE). Based on our analysis o f currently 
available data, we have reached the following major conclusions.
<* A major gas sale at Prudhoe represents approximately an additional 4 billion BOE 

recovery.
•  The latest WIO model needs improvements in its ability to predict future field 

performance. Model errors are increasing with time. Nevertheless, it is the best tool 
currently available. It should be suitable for comparing directional trends in energy 
recovery during a gas sale.

•  Increased oil capture prior to gas sales can increase hydrocarbon recovery and result 
in recovery trends that are less sensitive to either gas offtake rates or gas sales startup 
dates. This was the only mitigation option evaluated that significantly improved 
trends in BOE recovery.

•  End o f field life (EOFL) is a major source o f uncertainty in determining the gas sale 
strategies that will maximize energy recovery.
o Comparison o f model reserves predictions at the same date for EOFL tended to 

favor an earlier, higher rate gas sale. We found the time limit EOFL approach to 
be inappropriate because ending energy production rates could be vastly different 
between the high rate, early startup case and the low rate, delayed startup case.



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

o Model results based on equivalent EOFL rate limits consistently show that total 
energy recovery is substantially decreased with an earlier, higher rate gas sale. We 
believe that rate limits are more reasonable tht>: time limits for comparison o f gas 
sales model predictions. However, exclusive use o f rate limits is flawed because 
the risks o f wells and field infrastructure failures with age are ignored.

e Well, facilities and infrastructure failures can significantly increase the ride o f lost 
hydrocarbons. The longer that gas sale is delayed, the greater the risk o f well and 
facilities failure resulting in premature field shutdown. Furthermore, near term 
failures will defer production and may result in more reserves loss with early gas 
sales. Diligent efforts to maintain, repair, and replace aging wells and facilities will 
help to mitigate risks and maximize recovery under any sales scenario.

R e c o m m e n d a t i o n !

The Commission has not received a request for a new gas offtake rale. At this time, we 
cannot recommend a specific gas offtake rate and sales startup timing. The Prudhoe WIO 
model evaluations and studies that have been shared with us are not sufficient to justify 
an allowable above that specified in Rule 9, CO 341D. An early, high rate gas sale could 
result in foe loss o f a substantial volume o f hydrocarbons. However, even greater 
volumes may be at risk i f  gas sales are indefinitely delayed and Prudhoe wells and 
infrastructure fail before these reserves can be recovered.
We are concerned that Rule 9 does not specifically require a plan for such a major change 
in the Prudhoe Oil Pool depletion strategy. The ultimate impact o f gaa sales on 
hydrocarbon recovery cannot be appraised in the absence o f a proposed development plan 
that identifies the start date, sales rate and liquid loss mitigation efforts. Although the 
start-up for gas sales is a minimum o f 8 years away, many decisions that affect tbe 
project will be made earlier. Depletion planning should be required prior to 
commitments to sell gas so that the Commission is adequately informed and assured that 
other factors do not exist that would justify or require action by the Commission.
Regardless o f the timing o f their submittal, the Prudhoe WIOs need tr develop near-term 
strategies to prepare the field for gas sales with focus on methods to increase the capture 
o f oil prior to gas sales and to ensure facility and well downtime is minimized. On a 
regular basis, foe Commission needs to be kept informed o f foe progress o f the depletion 
planning efforts, including review o f study plans, reservoir study results and other 
relevant information that may impact the Commission’s ultimate decisions concerning 
gas sales offtake. The exchange o f information in the past year was very successful and a 
similar mechanism o f exchange should be considered during the depletion planning stage.
We wholeheartedly appreciate tbe cooperation o f foe Working Interest Owners over the 
past year, particularly that o f foe BP technical representatives who worked with us in this 
endeavor.
This report reflects the evaluation and opinions only o f foe 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
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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 Ihe 
company will need t.me to assess their next step

A host of celebr’ 3S who live in Malibu including Pierce Brosnan and Halle Berry. -------------
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) - A second state agency 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 regulating coastal development, 
determined Thursday the proposal did not meet existing coastal laws. The unanimous decision 
followed an earlie r 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 W ednesday that he believes natural gas is worth considering.

Patrick Cassidy, a spokesm an for BHP, declined to say 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 a sse ss  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.

“ I think they have to know when to cut their losses," she said.
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BackboneU
P.O. Box 101700, Anchorage, AK 99510-1700

C o m m e n t s  o n  t h e  A G I A  l e g i s l a t i v e  h e a r i n g s  

a n d  t w o  s u g g e s t e d  a m e n d m e n t s

April 16, 2007
Representative ’J 'o hvjo  /V____________ Fax (907) 465 _____
Dear Representative:
We have been watching the hearings on AGIA closely, and we offer the following 
thoughts:
First, thank you for the attention you are giving this important matter and the 
questions you are asking to bring out the true interests of the participants.
It has been fascinating to see the producers answer your questions in an open 
and transparent process. What we hear them saying is that they are against 
exclusivity because a licensee will be picked based on specific criteria important 
to Alaska.
This is the height of hypocrisy, since they strongly supported the exclusivity 
grnted them by the previous administration. Although they are trying to dress it 
up a little, they are clearly arguing to return to the exclusive arrangement they 
had under the Stranded Gas Act. That would be a disaster for Alaska.
The producers are also saying that they must have Fiscal certainty for 35 to 45 
years on oil and gas, or they will not commit their gas to the project. We think 
that would be highway robbery, and it is also almost certainly unconstitutional. 
Even Pedro Van Meurs said, “You don’t have to be a 'banana republic’ to get a 
gasline project.”
Although the producers keep saying that they are the only ones who can build an 
Alaskan gasJine, that is patently untrue. You have already heard testimony from 
several credible applicants that they can build this project using the federal loan 
guarantees. All they lack is access to a gas supply. The producers have stated 
that they can and will sell their gas to a third party, and we think that is a clear 
path to the best gasline project.
We also question whether allowing the producers to own the gasline is a good 
idea. Look at the current situation with the trans-Alaska oil line, where the RCA

I
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and the State Superior Court have found the producers overcharging on their 
tariff by 59%. The federal government also recognized this problem, and in the 
initial Natural Gas Transportation Act, the producers were prohibited from owning 
the gasline. However they convinced President Reagan to overturn this 
requirement.
The bottom line is that Alaska has options, and we support the process laid out in 
AGIA which will allow competition for providing the maximum benefits to Alaska.
We suggest two amendments that will strengthen AGIA:

1. An evaluation criterion should be added that gives credit to an applicant 
that has made arrangements for providing gas liquids for value-added 
processing in Alaska. To have a pipeline without in-state value-added 
processing and the jobs it will provide would be a major blunder.

2. The state should assess a reserves tax on a North Slope leaseholder that 
holds existing gas reserves and refuses to make firm transportation 
commitments or sell the gas it controls to the AGIA licensee.

This latter provision would help guarantee a successful Open Season and a 
gasline built on an expedited basis.
Thank you for considering our thoughts, and keep up the good work.

Backbone II  is a  non-partisan citizen organization that advocates on behalf of.Alaskans on o il 
and gas development issues. We o ffe r our ideas based on their merits 

and years o f  involvement in Alaska pub lic  po licy  issues.

Co-Chair Co-Chair

2
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B a c k b o n e  1 1
P.O. Box 101700, Anchorage, AK 99510-1700

C o m m e n t s  o n  t h e  A G I A  l e g i s l a t i v e  h e a r i n g s  

a n d  t w o  s  g g e s t e d  a m e n d m e n t s

April 16. 2007
Representative 'Ton v s o  a j_____________Fax (907) 465 3
Dear Representative:
We have been watching the hearings on AGIA closely, and we offer the following 
thoughts:
First, thank you for the attention you are giving this important matter and the 
questions you are asking to bring out the true interests of the participants.
It has been fascinating to see the producers answer your questions in an open 
and transparent process. What we hear them saying is that they are against 
exclusivity because a licensee will be picked based on specific criteria important 
to Alaska.
This is the height of hypocrisy, since they strongly supported the exclusivity 
granted them by the previous administration. Although they are tying to dress it 
up a little, they are clearly arguing to return to the exclusive arrangement they 
had under the Stranded Gas Act. Tha /ould be a disaster for Alaska.
The producers are also saying that they must have fiscal certainty for 35 to 45 
years on oil and gas, or they will not commit their gas to the project. We think 
that would be highway robbery, and it is also almost certainly unconstitutional. 
Even Pedro Van Meurs said, “You don’t have to be a 'banana republic’ to get a 
gasline project."
Although the producers keep saying that they are the only ones who can build an 
Alaskan gasline, that is patently untrue. You have already heard testimony from 
several credible applicants that they can build this project using the federal loan 
guarantees. All they lack is access to a gas supply. The producers have stated 
that they can and will sell their gas to a third party, and we think that is a clear 
path to the best gasline project.
We also question whether allowing the producers to own the gasline is a good 
idea. Look at the current situation with the trans-Alaska oil line, where the RCA

I
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and the State Superior Court have found the producers overcharging on their 
tariff by 59%. The federal government also recognized this problem, and in the 
initial Natural Gas Transportation Act, the producers were prohibited from owning 
the gasline. However they convinced President Reagan to overturn this 
requirement
Th3 bottom line is that Alaska has options, and we support the process laid out in 
AGIA which will allow competition for providing the maximum benefits to Alaska.
We suggest two amendments that will strengthen AGIA:

1. An evaluation criterion should be added that gives credit to an applicant 
that has made arrangements for providing gas liquids for value-added 
processing in Alaska. To have a pipeline without in-state value-added 
processing and the jobs it will provide would be a major blunder.

2. The state should assess a reserves tax on a North Slope leaseholder that 
holds existing gas reserves and refuses to make firm transportation 
commitments or sell the gas it controls to the AGIA licensee.

This latter provision would help guarantee a successful Open Season and a 
gasline built on an expedited basis.
Thank you for considering our thoughts, and keep up the good work.

Backbone II  is  a non-partisan citizen organization that advocates on behalf o f  Alaskans on o il 
and gas development issues. We o ffe r our ideas based on their merits 

and years o f  involvement in Alaska pub lic  po licy issues.

Co-Chair Co-Chair
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Legal Notice
■

T h e  following presentation contains forward-looking statements concerning B G  Group's operations, financial 
performance, strategy, outlook a n d  growth opportunities. W o r d s  s u c h  a s  "believes”, “expects”, “anticipates”, 
“intends” or similar expressions are intended to identify s u c h  forward-looking statements.

B y  their nature, forward-looking statements involve uncertainty b e c a u s e  they d e p e n d  on, a n d  relate to, future 
circumstances a n d  events not all of which are within our control. Although B G  G r o u p  believes that the expectations 
reflected in su c h  fc ’“ard-looking statements are reasonable, n o  a s s urance c a n  b e  given that s u c h  expectations will 
prove to h a v e  b e e n  correct. Accordingly, results ^ould differ materially from those set out in s u c h  forward-looking 
statements for a  n u m b e r  of reasons, including but not limited to, c h a n g e s  in economic, market a n d  competitive 
conditions; regulatory changes; governmental actions; fluctuations in c o m m o d i t y  rices a n d  e x c h a n g e  rates; supply 
a n d  d e m a n d  for oil a n d  gas; the risks inherent in project implementation a n d  delivery, a n d  exploration a n d  
production activities; the inability or failure of co-venturers to m e e t  contractual and/or funding obligations; natural 
disasters a n d  adverse weather conditions; a n d  war, s a b o t a g e  a n d  acts of terrorism. For a  m o r e  detailed analysis of 
the factors that m a y  affect our business, the results of our operations a n d  our financial performance, w e  urge yo u  to 
look at certain ‘Risk Factors’ included in B G  Group's A n n u a l  Report a n d  A c c o u n t s  2006. B G  G r o u p  undertakes n o  
obligation to update a n y  forward-looking statements.

N o  part of this presentation constitutes or shall b e  taken to constitute a n  invitation or i n d u c e m e n t  to underwrite, 
subscribe for or otherwise acquire, or dispose of a n y  ordinary shares, A D R s  or other investment ii. B G  G r o u p  pic or 
a n y  other entity, nor d o e s  it advise a n y  person to d o  a n y  of the foregoing a n d  this presentation m u s t  not b e  relied 
u p o n  in a n y  w a y  in connection with a n y  investment decision.
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•  I n t e g r a t e d  g a s  m a j o r

-  Long heritage in natural gas

• A c t i v i t i e s  s p a n  t h e  n a t u r a l  g a s  c h a i n

-  Exploration & Production
-  LNG
-  Transmission & Distribution
-  Gas Fired Power Generation

• A  t o p  2 0  U K  c o m p a n y

► M a r k e t  c a p i t a l i s a t i o n

-  Over $45 billion

► A  g l o b a l  p l a y e r

-  Active in 25 countries



m

B G  G r o u p

Integrated Gas Major

C o n n e c t  g a s  t o  

h i g h  v a l u e  m a r k e t s

•  B u i l d  &  a c c e s s  m a r k e t s

S e c u r e  r e s o u r c e s
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Countries of current operation
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BG Group’s LNG portfolio
0 9

Providence

Elba Island 
Lake Charles —

O

UK

Shipping O
O

Brindisi

ALNG2
ALNG4

Chile

ALNG 1 
ALNG3 
ALNG X

Brazil LNG

ELNG1 
ELNG2 
Damietta 
IELNG 3

NLNG
Brass

Eq. Guinea

•  Onstream 1 Delivery Future/Potential

B

Atlantic LNG j
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B G  G r o u p

Global gas trade -  the recent past

W .  Africa

S.E. Asia

Australia

Markets 

LNG

Pipe
S o u rc e  : B G  G ro u p
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B G  G r o u p

Global gas trade - gradually evolving

N o r w a y  / Russia

Sakhalin

Middle East
Algeria

W .  Africa

S. A m e r i c a Australia
M arkets

S o u rc e  : B G  G ro u p



B G  L N G

Supply projects

•ANY OF TRINIDAD AND TOGAQO

Liquefied Natural Gas

Egyptian LN G 0

• Train 1: 3.1 m tpa - 1999 (BG 26.0%)

• Train 2/3: 6.6 m tpa-2 0 0 2  (BG 32.5%)

• Train 4: 5.2 m tpa-2 0 0 5  (BG 28.9%)

• BG initiated project and was instrumental 
in Phillips design

• Single train start-up

• Train 1: 3.6 mtpa -2 0 0 5  (BG 35.5%)

• Train 2: 3.6 mtpa -2 0 0 5  (BG 38.0%)

• Egypt’s largest project financing to date

• Unique project commercial structure

• Utilized lessons learnt from ALNG



M a r k e t  s u m m a r y

u s

•  L a k e  C h a r l e s  i m p o r t  t e r m i n a l

•  P h a s e  I e x p a n s i o n  Q 4  2 0 0 5

-  1.2 bcf/d sustainable send out
-  1.5 bcf/d peak send out
-  9.1 bcf total storage

• P h a s e  II e x p a n s i o n  Q 2  2 0 0 6

-  1.8 bcf/d sustainable send out
-  2.1 bcf/d peak send out

• E l b a  I s l a n d  i m p o r t  t e r m i n r I

-  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



U S  L N G  i m p o r t s

2003 to present

S h a r e  o f  U S  L N G  i m p o r t s

/ U S  LN G  im p o rts  ( m t ) N
■ 2003 10.5

2004 12.9

■ 2005 12.7

2006 12.0

BG Distrigas BP Shell

. 1
Statoil Other

S o u rc e  : D O E
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BG shipping capacity

• 4  G o l a r  s h i p s  ( c h a r t e r e d )

• M e t h a n e  P r i n c e s s  ( 2 0 - y e a r  c h a r t e r )

-  Golar new-build delivered early 2004

•  M e t h a n e  K a r i  E l i n  ( l o n g - t e r m  l e a s e )

-  Samsung new-build delivered mid 2004

• M e t h a n e  R i t a  A n d r e a ,  M e t h a n e  J a n e  

E l i z a b e t h  &  M e t h a n e  L y d o n  V o l n e y

-  Samsung new-build delivered April, June 
and August 2006

3  n e w  s h i p s  s c h e d u l e d  f o r  d e l i v e r y

-  Samsung new-builds delivery 2007

2  n e w  s h i p s  s c h e d u l e d  f o r  d e l i v e r y

-  Samsung 170,000 m3
-  Delivery 2010

Methane Rita Andrea



A l a s k a

Overview
urn

'Boaulorl Sfea

Golf of Alaska

PT. Thompson Unit

Oelte Junction

iGlennalleo

ARCTtCOCEAN

OttOttUt
. ■ V ' ’  1

Bdrm g. Sga

FAQ HC OCEAN

Canada

M A P  K E Y
Alaska North Slop* Gaalin*
Potential Spur Line* to Southcentral
"Hitting Gat Transmlstlon Network

■  Potential Offtake Points



B G  G r o u p

Key messages

B G  i s  i n v e s t i n g  i n  A l a s k a

-  E x p l o r i n g  a l o n g  N o r t h  S l o p e  a n d  E N S

B G  i s  a  l e a d i n g  p l a y e r  t h r o u g h o u t  t h e  n a t u r a l  g a s  v a l u e  c h a i n

-  L e a d i n g  p l a y e r  in L N G  - B G  is i n t e r e s t e d  i n  e x p l o r i n g  t h e  L N G  o p t i o n

B G  s u p p o r t s  A G I A  a n d  t h e  d e v e l o p m e n t  o f  a  p i p e l i n e  b u t :

-  H a d  s e r i o u s  c o n c e r n s  a b o u t  t h e  p r e v i o u s  d r a f t  c o n t r a c t

-  C o n t r a c t  m u s t  p r o v i d e  a  l e v e l  p l a y i n g  f i e l d  f o r  all p a r t i c i p a n t s

-  C o n t r a c t  m u s t  p r o v i d e  r e a s o n a b l e  c e r t a i n t y  t h a t  w h e n  w e  d i s c o v e r  

g a s ,  w e  will h a v e  a c c e s s  t o  p i p e l i n e  c a p a c i t y

-  B G  e n c o u r a g e s  t h e  S t a t e  t o  e n t e r  i n t o  d i s c u s s i o n s  w i t h  i n d e p e n d e n t  

p i p e l i n e  c o m p a n i e s





T h e  A l a s k a  G a s i i n e  I n d u c e m e n t  A c t

A n a ly s is  o f  P ro d u c e r  R e tu rn s , 
In v e s tm en t A tt ra c t iv e n e s s , a n d  F is c a l C e rta in ty  

P re s e n ta t io n  t o  H o u se  R e s o u rc e s
4/18/207

■?£ ' ‘
. ' ‘S ' S  '• .•' ; • . .y  .



H o w  t o  m e a s u r e  i n v e s t m e n t  
a t t r a c t i v e n e s s ?

The Alaska Gas l ine  I n d u c e m e n t  Act

• N P V  =  “n e t  p r e s e n t  v a l u e ”
-  T h e  c u r r e n t  v a l u e  o f  f u t u r e  p r o f i t s

• I R R  =  “i n t e r n a l  r a t e  o f  r e t u r n ”
-  T h e  d i s c o u n t  r a t e  t h a t  m a k e s  N P V  =  0

• P/I =  “p r o f i t a b i l i t y  i n d e x ”
-  [ p r e s e n t  v a l u e  o f  c a s h  i n f l o w s ] / [ p r e s e n t  v a l u e

o f  o u t f l o w s ]

• N P V / B o e  =  “N P V  p e r  b a r r e l  o i l  e q u i v a l e n t ”
-  M e a s u r e  o f  h o w  m u c h  c a s h  f l o w  i s  g e n e r a t e d  f r o m  

r e s e r v e s



P r o d u c e r  U p s t r e a m  R e t u r n s  
B a s e  c a s e  c o s t  =  $ 2 0 . 5 B

N P V 1 0  ( $ B )  I R R  P / I  N P V 1 0  p e r  B O E

$ 4 . 0 0 6 .1 3 9 . 7 % 4 . 3 $ 0 . 7 4

$ 5 . 5 0 1 2 .1 6 2 . 9 % 7 . 5 $ 1 . 4 6

$ 7 . 0 0 1 7 . 8 7 9 . 2 % 1 0 . 5 $ 2 . 1 5

The Alaska  Gas l ine  I n d u c e m e n t  Act

P r ic e s  a re  re a l, $ 2 0 0 7 , e s c a la t in g  a t 2% /y e a r



P r o d u c e r  U p s t r e a m  R e t u r n s  
5 0 %  c o s t  o v e r r u n  =  $ 3 0 . 1  B

NPVio($B) IRR  P/| N PV 10 per BOE
$ 4 . 0 0 3 . 2 2 0 . 9 % 2 . 2 $ 0 . 3 9

$ 5 . 5 0 9 . 2 4 1 . 4 % 4 . 6 $ 1 . 1 2

$ 7 . 0 0 1 5 .1 5 7 . 2 % 6 . 9 $ 1 . 8 2

The Alaska  Gas l ine  I n d u c e m e n t  Act

P r ic e s  a re  re a l, $ 2 0 0 7 , e s c a la t in g  a t 2% /y e a r



P r o d u c e r s ’ r e t u r n s  a s  b o t h  n  
s h i p p e r s  +  p i p e l i n e  o w n e r s

-.  Alaska  Gas l i ne  I n d u c e m e n t  Act

N P V 1 0  ( $ B ) I R R P / I N P V 1 0  p e r  B O E

$ 4 . 0 0 5 .0 1 4 .0 % 1 .4 $ 0 . 6 0

$ 5 . 5 0 1 0 .6 1 7 .9 % 1 .9 $ 1 . 2 8

$ 7 . 0 0 1 6 .0 2 1 .1 % 2 .3 $ 1 . 9 3

P r ic e s  a re  re a l, $ 2 0 0 7 , e s c a la t in g  a t 2% /y e a r
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P r o d u c e r  N P V :  
R e l a t i v e  l i k e l i h o o d

The Alaska  Gas l ine  I n d u c e m e n t  Act

Frequency Distribution of Producer NPV 10

11.2 13.0 NPV ($ Billions)
6
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P r o d u c e r  I R R :  
R e l a t i v e  l i k e l i h o o d u

The Alaska Gas l ine  I n d u c e m e n t  Act

. requency Distribution o f Producer IRR

7 0 %
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P r o d u c e r  P / I :  
R e l a t i v e  l i k e l i h o o d

The Alaska  Gas l ine  I n d u c e m e n t  Act

0

Frequency Distribution o f Producer 
Profitability Ratio

Integrated U p -  &  Mid-stream 

U p s t r e a m  only

1.92

8 10 12 14 16 18 20

Profitability Ratio7.94

8



C o m p a r a t i v e  P r o j e c t  O p p o r t u n i t i e s  

P r o d u c e r  N e t  C a s h  F l o w  ( N P V 1 0 )

( $ 3 5  a n d  $ 2 5  o i l  a n d  6 /1  o i l / g a s  r a t i o )
 — The  Alaska  Gas l ine  I n d u c e m e n t  Act  —

15,000

o  1 0 , 0 0 0

-5,000
Percentile

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



P r e - P P T  G a s l i n e  E c o n o m i c s  i n  c o n t e x t  

P r o d u c e r  N e t  C a s h  F l o w  ( N P V 1 0 )  / / V

( $ 3 5  a n d  $ 2 5  o i l  a n d  6 /1  o i l / g a s  r a t i o )
The Alaska  Gas l ine  I n d u c e m e n t  Act

n f

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



C u r r e n t  G a s l i n e  E c o n o m i c s  

P r o d u c e ’ N e t  C a s h  F l o w  ( N P V 1 0 )  

( $ 3 5  a n d  $ 2 5  o i l  a n d  6 /1  o i l / g a s  r a t i o )
The Alaska  Gas l ine  I n d u c e m e n t  Act

Alaska
Gasline -  20,000
Alberta
(PPT)
Upstream+
Midstream^^ 0 0 0

VI1—JHo io,ooihQ
otor**uo 5,000
s

-5,000
Percentile

1 1Project 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.



Alaska Gasline - C h i c a g o  (2005 fiscal terms)

50
Percentile

Alaska 
Gasline -  
Alberta
(PPT)
Upstream+
Midstream

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.

C u r r e n t  G a s l i n e  E c o n o m i c s  

P r o f i t a b i l i t y  I n d e x  R a t i o  ( P I R 1 0 )  

( $ 3 5  a n d  $ 2 5  o i l  a n d  6 /1  o i l / g a s  r a t i o )
The Alaska  Gas l ine  I n d u c e m e n t  Act

~ Alaska Gasline -  Alberta (PPT fiscal terms)

Alaska Gasline -Alberta (2005 fiscal terms)

5

X
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C u r r e n t  G a s l i n e  E c o n o m i c s  

i n t e r n a l  R a t e  o f  R e t u r n  ( I R R )  

( $ 3 5  a n d  $ 2 5  o i l  a n d  6 /1  o i l / g a s  r a t i o )

100% j

90%
80% -
70% -
60% -c

CD
O 50% -
a>a . 40% -

30% -
20%
10% -

0% T i i i i i i i i i i i i m  i i i i i i i i i i i i i i i i i i i i i i i i i i n  i i i i i i i i i i i i

75 50 25

Percentile

Alaska 
Gasline -  
Alberta 
(PPT)
Upstream+
Midstream

. 1 3
Project c o m p arison data from E c o n O n e  presentation to L B & A  Committee, 6/14/06. E c o n O n e  data a s s u m e  1 0 0 %  Producer 
pipeline ownership, ~ $ 1 5 B  Alberta project; upstream return data a s s u m e s  0 %  pipeline ownership.

The Alaska  Gas l ine  I n d u c e m e n t  Act



W h y  P i p e l i n e  O w n e r s h i p ?  A ,

---------------------    ..... .... Tho Alaska  Gas l ine  I n d u c e m e n t  Act

• Producers the only entities that can do it?
• Need to control costs? ' b \  ^  (^
• FT -  Debt? P_V"W'J
• Control over pipeline terms?
• Bargaining leverage with state?

1 4
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F T  c o n t r a c t s :  n o m i n a l  
d o l l a r  s i z e  o f  o b l i g a t i o n

1 2 , 0 0 0  - -

1 0 , 0 0 0

8 , 0 0 0  -■

6 , 0 0 0

4,000 -•

2,000

$20.5 B  project 

«  $ 2 5  B  project

The Alaska  Gas l ine  I n d u c e m e n t  Act  —

T h e  t o t a l  f i n a n c i a l  c o m m i t m e n t  f o r  t h e  p r o d u c e r s  w o u l d  b e  

a r o u n d  $ 3 . 4  b i l l i o n  p e r  y e a r ,  i n c r e a s i n g  t o  a p p r o x i m a t e l y  

$ 4  b i l l i o n  p e r  y e a r  f o r  a  2 0 %  c o s t  o v e r r u n .  A  p r o d u c e r  

w i t h  o n e - t h i r d  o f  s h i p p i n g  c a p a c i t y  w o u l d  m a k e  a  f i n a n c i a l  

c o m m i t m e n t  o f  b e t w e e n  $ 1 . 1  a n d  $ 1 . 3 3  b i l l i o n  p e r  y e a r .

f t

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



Mi
llio

ns 
of 

do
lla

rs
F T  c o n t r a c t s  ( c o n t . ) :  

t a r i f f  i n  c o n t e x t  o f  r e v e n u e s

$2.58 AECO price (real), 
exceeded with 85% like!.'hood

$2.31 AECO price (real), 
exceeded with 95% likelihood

The A la s k a  G a s l i n e  I n d u c e m e n t  A c t

Revenues declines as 
known reserves decline; 
we assume no new 
discoveries.

12,000

10,000

8,000

6,000

4,000

2,000

0 4— -i r-----------------1------------------1------------------1------------------1----------------- r~ n------------------r— — i-----------------1----------------- r~

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



T a x  i n c r e a s e  e f f e c t s  o n  N P V  

- >  N o  f i s c a l  c e r t a i n t y

P r o d u c e r  N P V 10 i n  b i l l i o n s  o f  d o l l a r s  w i t h  i n c r e a s e  i n  p r o d u c t i o n  t a x  r a t e  a t  

s t a r t  o f  p r o j e c t

0%
I

15%
N P V 10

30% 50%
I

15%
%  c h a n g e

30% 50%
$ 3 . 5 0 3 . 8 3 . 6 3 . 3 3 . 0 - 6 . 4 % - 1 2 . 8 % - 2 1 . 3 %

$ 4 . 0 0 5 . 7 5 . 4 5 . 0 4 . 6 - 5 . 8 % - 1 1 . 6 % - 1 9 . 3 %

$ 4 . 5 0 7 . 6 7 . 2 6 . 7 6 . 2 - 5 . 5 % - 1 1 . 0 % - 1 8 . 4 %

$ 5 . 0 0 9 . 4 8 . 9 8 . 4 7 . 8 - 5 . 4 % - 1 0 . 7 % - 1 7 . 8 %

$ 5 . 5 0 1 1 . 3 1 0 . 7 1 0 . 1 9 . 3 - 5 . 2 % - 1 0 . 5 % - 1 7 . 5 %

$ 6 . 0 0 1 3 . 1 1 2 . 5 1 1 . 8 1 0 . 9 - 5 . 2 % - 1 0 . 3 % - 1 7 . 2 %

$ 6 . 5 0 1 4 . 9 1 4 . 2 1 3 . 4 1 2 . 4 - 5 . 1 % - 1 0 . 2 % - 1 7 . 1 %

$ 7 . 0 0 1 6 . 7 1 5 . 8 1 5 . 0 1 3 . 8 - 5 . 1 % - 1 0 . 2 % - 1 7 . 0 %

$ 7 . 5 0 1 8 . 3 1 7 . 4 1 6 . 5 1 5 . 2 - 5 . 1 % - 1 0 . 2 % - 1 7 . 1 %

$ 8 . 0 0 1 9 . 9 1 8 . 9 1 7 . 8 1 6 . 5 - 5 . 1 % - 1 0 . 3 % - 1 7 . 2 %

$ 8 . 5 0 2 1 . 4 2 0 . 3 1 9 . 2 1 7 . 7 - 5 . 2 % - 1 0 . 4 % - 1 7 . 3 %

The A la s k a  G a s l i n e  I n d u c e m e n t  A c t

17
N o t e :  O i l  e f f e c t s  e x c l u d e d



T a x  i n c r e a s e  e f f e c t s  o n  N P V  n  

- >  F i s c a l  c e r t a i n t y  1 0  y e a r s
  ~   The A la s k a  G a s l i n e  I n d u c e m e n t  A c t

P r o d u c e r  N P V 10 i n  b i l l i o n s  o f  d o l l a r s  w i t h  i n c r e a s e  i n  p r o d u c t i o n  t a x  r a t e  a t  

1 1 t h  y e a r  o f  p r o j e c t

0%
I

15%
N P V 10

30% 50%
I

15%
%  c h a n g e

30% 50%
$ 3 . 5 0 3 . 8 3 . 7 3 . 6 3 . 5 - 2 . 9 % - 5 . 8 % - 9 . 7 %

$ 4 . 0 0 5 . 7 5 . 6 5 . 4 5 . 2 - 2 . 5 % - 5 . 0 % - 8 . 4 %

$ 4 . 5 0 7 . 6 7 . 4 7 . 2 7 . 0 - 2 . 3 % - 4 . 7 % - 7 . 8 %

$ 5 . 0 0 9 . 4 9 . 2 9 . 0 8 . 7 - 2 . 2 % - 4 . 4 % - 7 . 4 %

$ 5 . 5 0 1 1 . 3 1 1 . 1 1 0 . 8 1 0 . 5 - 2 . 1 % - 4 . 3 % - 7 . 1 %

$ 6 . 0 0 1 3 . 1 1 2 . 9 1 2 . 6 1 2 . 2 - 2 . 1 % - 4 . 2 % - 6 . 9 %

$ 6 . 5 0 1 4 . 9 1 4 . 6 1 4 . 3 1 3 . 9 - 2 . 0 % - 4 . 1 % - 6 . 8 %

$ 7 . 0 0 1 6 . 7 1 6 . 3 1 6 . 0 1 5 . 5 - 2 . 0 % - 4 . 1 % - 6 . 8 %

$ 7 . 5 0 1 8 . 3 1 8 . 0 1 7 . 6 1 7 . 1 - 2 . 0 % - 4 . 0 % - 6 . 7 %

$ 8 . 0 0 1 9 . 9 1 9 . 5 1 9 . 1 1 8 . 6 - 2 . 0 % - 4 . 0 % - 6 . 7 %

$ 8 . 5 0 2 1 . 4 2 1 . 0 2 0 . 5 1 9 . 9 - 2 . 0 % - 4 . 1 % - 6 . 8 %

1 8

N o t e :  O i l  e f f e c t s  e x c l u d e d



T a x  i n c r e a s e s  e f f e c t s  o n  N P V  

- >  F i s c a l  c e r t a i n t y  5  y e a r s
The A la s k a  G a s l i n e  I n d u c e m e n t  A c t

P r o d u c e r  N P V 10 i n  b i l l i o n s  o f  d o l l a r s  w i t h  i n c r e a s e  i n  p r o d u c t i o n  t a x  r a t e  a t  

6 t h  y e a r  o f  p r o j e c t

2 2 k

I
15%

N P V - i o

30% 50%
I

15%
% change

m . 50%
$ 3 . 5 0 3 . 8 3 . 7 3 . 5 3 . 2 - 4 . 7 % - 9 . 3 % - 1 5 . 4 %

$ 4 . 0 0 5 . 7 5 . 5 5 . 2 4 . 9 - 4 . 1 % - 8 . 2 % - 1 3 . 6 %

$ 4 . 5 0 7 . 6 7 . 3 7 . 0 6 . 6 - 3 . 8 % - 7 . 6 % - 1 2 . 7 %

$ 5 . 0 0 9 . 4 9 . 1 8 . 7 8 . 3 - 3 . 7 % - 7 . 3 % - 1 2 . 2 %

$ 5 . 5 0 1 1 . 3 1 0 . 9 1 0 . 5 1 0 . 0 - 3 . 5 % - 7 . 1 % - 1 1 . 8 %

$ 6 . 0 0 1 3 . 1 1 2 . 7 1 2 . 2 1 1 . 6 - 3 . 5 % - 6 . 9 % - 1 1 . 6 %

$ 6 . 5 0 1 4 . 9 1 4 . 4 1 3 . 9 1 3 . 2 - 3 . 4 % - 6 . 8 % - 1 1 . 4 %

$ 7 . 0 0 1 6 . 7 1 6 . 1 1 5 . 5 1 4 . 8 - 3 . 4 % - 6 . 8 % - 1 1 . 3 %

$ 7 . 5 0 1 8 . 3 1 7 . 7 1 7 . 1 1 6 . 3 - 3 . 4 % - 6 . 8 % - 1 1 . 3 %

$ 8 . 0 0 1 9 . 9 1 9 . 2 1 8 . 5 1 7 . 6 - 3 . 4 % - 6 . 8 % - 1 1 . 4 %

$ 8 . 5 0 2 1 . 4 2 0 . 7 1 9 . 9 1 8 . 9 - 3 . 4 % - 6 . 9 % - 1 1 . 4 %

19
N o t e :  O i l  e f f e c t s  e x c l u d e d


