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PARTIES

This Alaska Stranded Gas Fiscal Contract is entered into between the State of Alaska, on the one
part, and BP Exploration (Alaska) Inc., ConocoPhillips Alaska, Inc., and ExxonMobil Alaska

Production Inc., on the other part.

RECITALS

1. The Legidature enacted the SGDA for the purposes of encouraging new investment to
develop stranded Gas, providing fiscal terms that are tailored to the particular economic
conditions of the Project, establishing those fiscal terms with as much certainty as the Alaska
Congtitution allows and maximizing the benefits to the people of Alaska of the development of

stranded Gas.

2. BP, CP and EM submitted an application, including a proposed project plan, for
development of afiscal contract under the SGDA. On January 23, 2004, the Commissioner:
@ determined that the proposed Project is aqualified project under the SGDA,;
(b) determined that BP, CP and EM are qualified sponsors under the SGDA; and
(© with the concurrence of the DNR Commissioner, approved the application and the
proposed project plan.
On May 10, 2006, BP, CP and EM submitted a Project Summary to the Commissioner. The
Project will be one of the largest private enterprise projects in North American history and may

include:
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(1) Gas Transmission Pipelines;
(i) aGTP;

(i)  the Mainline;

(iv)  the Non-Alaska Project; or

(v) an NGL Plant located in Alaska, Canada, or the Lower 48.

3. The State has found that it is in the public interest to facilitate construction of a Gas
pipeline to transport Gas from the ANS to markets in North America. The Participants and the
Sate are committed to this Contract in order to facilitate the construction of a Gas pipeline from

the ANS.

4, The Participants and the Commissioner have agreed upon mutually acceptable terms and

conditions under which the State and the Participants are willing to enter into this Contract.

5. The Commissioner has reviewed appropriate information to evaluate and enter into this
Contract and has determined that:
€) the procedural requirements under the SGDA for developing and negotiating this
Contract have all been met;
(b) the subject Gasis “stranded gas’ under the SGDA; and
(c) the terms of this Contract meet the requirements and advance the purposes of the
SGDA, are in the long term fiscal interests of the State and balance the principles
specified in the SGDA in developing contract terms that are practicable and consistent

with the State’ s long-term fiscal interests.
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6. The Commissioner has found that the Project will substantially benefit the State and the
people of Alaska by:

@ providing significant economic opportunities to the Sate;

(b) encouraging new investments in Alaska to develop the Sate' s Gas resources,

(c) increasing economic opportunities for Alaska Businesses;

(d) creating employment and training opportunities for Alaska Residents;

(e generating significant State revenues over the Project’ s life;

() encouraging exploration and development of new sources of oil and gas within

Alaska,

(9 providing Gas transportation services; and

(h) providing opportunities for delivery of Gas to domestic and industrial consumers

within Alaska.

7. The Parties share the objectives of :
@ providing Offtake Points, as described in this Contract that could accommodate
in-state Gas consumption; and
(b) developing tariffs that could accommodate in-state service on just and reasonable

rates, terms and conditions approved by FERC.

8. The Commissioner has determined that this Contract furthers the stated purpose of the
SGDA of encouraging new investment to develop stranded Gas by:

€) authorizing establishment of fiscal terms;
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0.

(b) allowing the fiscal terms to be tailored to the particular economic conditions of
the Project;

(c) establishing the fiscal terms in advance with as much certainty as the Alaska
Constitution allows; and

(d) maximizing the benefit to the people of Alaska of the development of stranded

Gas.

A primary goal of the Governor is that Alaskans who want a job on the Alaska Project

have an opportunity to obtain one. The Commissioner has determined that this Contract furthers

that goal by providing that each Midstream Entity:

10.

@ employ Alaska residents and contract with Alaska Businesses to work on
construction and operation of the Alaska Project to the extent these residents and
businesses are available, competitively priced and qualified;

(b) advertise for available positions in newspapers and other publications throughout
Alaska;

(c) use Alaska Job Service Organizations located throughout Alaska in order to notify
Alaska residents of work opportunities available on the Alaska Project;

(d) work with the State to plan training opportunities for Alaska residents; and

(e incorporate substantially similar obligations in agreements with Contractors.

This Contract provides for the Sate to take Royalty Gas in kind and Gas in lieu of receipt

of certain tax payments thereby allowing the State to control the disposition of its Gas for the

benefit of all Alaskans. This Contract also provides an opportunity for the Sate to take an
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ownership interest in the Project, thereby creating an opportunity for the Sate to realize the
benefits of direct participation in this critical infrastructure. In addition to the benefits to the
State, the Sate’ s taking Gas and ownership in the Project will reduce Project risk, and improve

alignment among the Parties.

11. Undeveloped ANS Gas resources, including PTU, together with the known ANS Gas
resources underpin the Project. Specifically, PTU Gas resources are essential to anchor the
Project and achieve the economies of scale consistent with delivering ANS Gas to Canadian or
United States markets at a competitive cost of supply. The terms of this Contract are necessary

for PTU Ownersto commit their Gas resources in future Open Seasons.

12. Each Producer intends, directly or through an Affiliate, to acquire firm transportation
capacity in an initial Open Season or other commercial arrangements to transport and treat its
share of stranded Gas originating from Properties, subject to successful completion of Project

planning, acceptable Open Season terms and conditions, and acceptable business conditions.

13. Because of the immense cost, scope and complexity of the Project and the associated
risk, the risk must be reduced. Accordingly, consistent with the provisions of this Contract, the
Parties intend to:

@ establish binding fiscal and other obligations of the Project and the Participants

to the State and to Political Subdivisions for the Term; and

(b) provide protections to the Project and the Participants during the Term to ensure

the stability and durability of the negotiated terms and conditions.
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14.  The Legislature enacted the SGDA and certain amendments to and new Sate Laws to
authorize the terms and execution of this Contract between the Sate and the Participants. By
authorizing and executing this Contract the State finds that the Project and this Contract are in
the public interest and that without this Contract a valuable resource might remain undevel oped.
Accordingly, the Sate finds that this Contract is consistent with the Alaska Constitution and
other Sate Law and the State intends to be bound by this Contract to the full extent allowed by

the Alaska Constitution.

15.  The Parties recognize that there is a relationship between the economic production of oil
and gas. In recognition of this relationship and in furtherance of the Project, the Sate has
determined that it is appropriate to provide economic stability and certainty with respect to oil

taxes.
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PART A - DEFINITIONSAND DRAFTING CONVENTIONS

ARTICLE 1-DEFINITIONS

Asused in this Contract:

“2005 CPI Ratio” hasthe meaning provided in Article 36.1(a).

“2006 CPI Ratio” hasthe meaning provided in Article 36.1(c)(i).

“70% Ratio” has the meaning provided in Article 36.1(c)(ii).

“80% Ratio” hasthe meaning provided in Article 36.1(b)(ii).

“ Abandonment Costs’ has the meaning provided in Exhibit R.2(c)(i)(A).

“Actual Cost” meansfor an Oil Pipeline as of the Valuation Date, all the actual costs incurred or

accrued, regardless of the nature of the items of costs, excluding interest capitalized before or

during the period of construction.

“Actual Fixed Payable Tax Payment” has the meaning provided under Article 11.4(c)(i).

“ Additional Associated State Gas’ has the meaning provided in Article 10.2(a).
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“ Additional Claim” has the meaning provided in Exhibit C.3(f).

“ Additional Gas Notice” has the meaning provided in Article 10.2(b).

“ Additional Person” has the meaning provided in Article 31.1(b).

“Adjustments’ has the meaning provided in Exhibit R.2(d).

“ Administrative Suspension Notice” has the meaning provided in Article 28.2(c).

“ Administrative Termination Notice” has the meaning provided in Article 28.1.

“Administrative Termination Period” means the period beginning on the Effective Date and

ending on the Day the Participants have spent a cumulative total of one hundred twenty-five

million Dollars ($125,000,000) from the capital accounts of one or more Midstream Entities

formed to plan for, build or operate any part of the Alaska Project.

“ Administratively Impacted Participant” has the meaning provided in Article 28.2(c).

“ Administrator” has the meaning provided in Article 30.7(b).
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“AECO Price” means the Alberta Energy Company monthly index of Gas price for a Calendar

Month, expressed in ¥MMBTU, as reported by the Natural Gas Intelligence.

“ Affected Participant” has the meaning provided in Article 28.1.

“ Affected Party” means a Party affected by Force Majeure.

“ Affiliate” means, with respect to a designated Person, any other Person that, directly or
indirectly, Controls, is Controlled by, or is under common Control with the designated Person,
where “ Control” means the possession, directly or indirectly, of:

@ more than fifty percent (50%) of the voting rightsin a Person; or

(b) the power to direct or cause the direction of the management and policies of a

Person, through ownership of voting shares, by contract, or otherwise.

“ Agreed Fixed Payable Tax Payment” has the meaning provided under Article 11.4(c)(ii).

“Alaska” means the area within the boundaries of the State of Alaska.

“ Alaska Business’ means afirm or contractor that:

€) has held an Alaska business license for the preceding twelve (12) Calendar

Months;
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maintains, and has maintained for the preceding twelve (12) Calendar Months, a

place of business in Alaska that competently and professionally deals in supplies,

services, or construction of the nature required for the Project; and

(©

isone of the following:

(1) a sole proprietorship of which the proprietor is an Alaska resident;

(i) a partnership, and more than fifty percent (50%) of the partnership interest
isheld by Alaska residents;

@iii)  a limited liability company, and more than fifty percent (50%) of the
membership interest is held by Alaska residents;

(iv)  acorporation that has been incorporated under State Law or is authorized
to do businessin Alaska; or

(V) a joint venture, and a magority of the venturers qualify as Alaska

Businesses under this definition.

“Alaska Job Service Organizations’ means the offices maintained by the Sate and

recommended by the State Department of Labor and Workforce Development whose functions

are to aid the unemployed or underemployed in finding employment.

“ Alaska Project” means the portion of the Project located in Alaska.

“ Alaska Resident” means a Person who (@) receives a permanent fund dividend under AS 43.23;

or (b) is registered to vote under AS 15 and qualifies for a resident fishing, hunting, or trapping

license under AS 16.

-10-
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“ Alaska to Alberta Project” means the portion of the Project from the Alaska-Canada border to

the Alberta Hub.

“ Alaska to Alberta Tariff” means the transportation rates, treating fees, and other costs, fees or

charges, including fuel and shrinkage, expressed in ¥MMBTU, applicable to the delivery of Gas

from a Delivery Point to the Alberta Hub.

“ Alberta Hub” means the system of pipelinesin Alberta, Canada to which the Alaska to Alberta

Project will connect and from which Gas can be transported to markets in Canada and the Lower

48.

“ Alberta to Lower 48 Project” means the portion of the Project that involves the export of Gas

from the Alberta Hub to the Lower 48.

“Alcan Element” means a Gas Transmission Pipeline, a GTP, the Mainline, or the Alaska to

Alberta Project.

“ Alternative Exploration Credit” has the meaning provided in Exhibit P.9(a).

“ Alternative Exploration Credit Certificate” has the meaning provided in Exhibit P.9(f).

-11-



DRAFT MAY 24, 2006

“Amount Due’” means the State Net Monetary Obligation for a Calendar Month, together with

any accrued Interest, as determined in Article 22.

“Annual Barrels Tendered” means:

€) the number of Barrels of Unrefined Oil tendered into an Oil Pipeline during a
Calendar Year, if the total number of days during the Calendar Year when the pipeline
was operating and transporting Unrefined Oil were not less than ninety percent (90%) of
the total number of Days in that Calendar Year, where aday is any portion of a Day; or

(b) the number of Barrels of Unrefined Oil tendered into an Oil Pipeline during that
Calendar Year, divided by the percentage of the total number of days in that year when
the pipeline was operating and transporting Unrefined Oil, if this percentage is less than
ninety percent (90%) of the total number of Days in that Calendar Year, where aday is

any portion of aDay.

“ANS’ means the Alaska North Slope, which is the portion of Alaska north of sixty-eight

degrees (68°) North latitude.

“ Arbitration” means a dispute resolution proceeding under Exhibit C.3.

“Asset” has the meaning provided in Exhibit P.3(e)(iii)(A).

“ Assignee” has the meaning provided in Article 31.1(a).

-12 -
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“ Associated State Gas’ means Sate Gas that is associated with Producer Gas of an individual

Producer.

“ Audit Coordinator” has the meaning provided in Exhibit B.4(c).

“Audit Documents’” means the documents, accounts, books, records, or supporting information

of a Participant or its Affiliate for all Fiscal Obligations; and, in addition, for a Payment in Lieu

of SCIT, apass through entity’ s records that are accessible to that Participant and have a material

effect on the Payment in Lieu of SCIT.

“ Audit Exception” means an audit finding or claim by the State under Article 25 and Exhibit B.

“Audit Notice” has the meaning provided in Exhibit B.1.

“Audit Period” has the meaning provided in Article 25.2.

“ Audit Report” has the meaning provided in Article 25.1.

“ Authorization Act” means the Law by which the Legislature assents to the execution of this

Contract by the Governor under the SGDA.

“ Available Royalty Gas’ means the Volume or Quantity of Royalty Gas delivered to a Delivery

Point multiplied by seventy-five hundredths (0.75).

-13-
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“ Average Annual Barrels Tendered” has the meaning provided under Article 17.3.

“Award” has the meaning provided in Exhibit C.14(a).

“ Awarded Document” has the meaning provided in Exhibit B.6(b)(iii).

“Badami Unit” means the oil and gas leases subject to the Badami Unit Agreement on January

1, 2005, or as later expanded or contracted.

“Barrel” means forty-two (42) U.S. gallons of aliquid measured at Sandard Conditions.

“Baseball Arbitration” means an Arbitration in which the Tribunal may only make an Award by

selecting one of the Final Offers instead of providing an Award based on the Tribunal's

judgment of the merits of the Dispute under this Contract and the evidence presented.

“BCF” means billion Cubic Feet.

“BCFD” means one billion (1,000,000,000) Cubic Feet per Day.

“BP” means BP Exploration (Alaska) Inc.

-14 -
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“BTU” means a British Therma Unit, which is the quantity of heat required to raise the
temperature of one pound of water one degree (1°) Fahrenheit at a constant pressure of one (1)

atmosphere.

“Business Day” means a Day of the week except for Saturday, Sunday, or a Day that is a lega

holiday under United States, Canada or State Law.

“Calendar Month” means twenty-eight (28), twenty-nine (29), thirty (30) or thirty-one (31)

consecutive Days, as the case may be, starting on the first Day of a calendar month.

“Calendar Year” means twelve (12) consecutive Calendar Months beginning at 12:00:01 A.M.

Alaska time on the first Day of the month of January.

“ Capacity” meansthe:
@ firm transportation capacity in an Alcan Element for Gas, including appropriate
consideration for fuel and shrinkage, that is acquired through any Open Season or from
an Alcan Element as a replacement shipper for a period of more than one (1) Calendar
Month for those portions regulated by FERC or the appropriate Canadian regulatory
agency; or
(b) access rights under a commercial arrangement for those portions not regulated by

FERC or the appropriate Canadian regulatory agency.

-15-
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“Capacity Notice” means, for a Producer and a Property, a Notice under Article 10.1(b), or an
amended Capacity Notice under Articles 10.1(b), 10.2(c), 10.3(g) or 10.6 provided by a
Producer Capacity Holder to the Sate Capacity Holder that identifies the:
@ expected Producer Gas and Associated State Gas;
(b) Sate Capacity for which Capacity was acquired by that Producer Capacity
Holder for each Alcan Element;
(c) Producer Capacity for which Capacity was acquired by that Producer Capacity
Holder for each Alcan Element;
(d) In-State Capacity identified by the Sate Capacity Holder under Article
10.1(a)(ii)(A);
(e Producer Upstream Sales Gas,
() Sate Upstream Sales Gas identified by the State Capacity Holder under Article
10.1(a)(ii)(B);
(9 duration, terms and conditions applicable to the acquired Capacity; and

(h) Gas purchases made or Excess Property Capacity released under Article 10.3.

“ Capacity Range” has the meaning provided in Article 10.3(a)(ii).

“Capped Tax” means any one of the following Taxes:
@ asales or use tax on the purchase or use of goods or services;
(b) agravel severance or mining license tax; or
(c) an excise tax, including a bed or motor fuel tax,

but excluding a Restricted Tax.

-16 -
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“Carried-Forward Annual Loss’ has the meaning provided in Exhibit P.8(b).

“Carried-Forward Annual Loss Credit” has the meaning provided in Exhibit P.8(b).

“Catastrophic PPT Oil Discharge” means an oil discharge in excess of one hundred thousand

(100,000) Barrels, or any other discharge which the Governor determines presents a grave and

substantial threat to the economy or environment of Alaska.

“Claimant” has the meaning provided in Exhibit C.3(a).

“Colville River Unit” means the oil and gas leases subject to the Colville River Unit Agreement

on January 1, 2005, or as later expanded or contracted.

“Commencement of Commercial Operation” means the end of the Day that is the in-service

date of the Mainline designated in afiling under 18 C.F.R. 157.20(c)(2).

“Commissioner” means the commissioner of the DOR.

“Confidential Information” meansinformationthat is

@ reviewed by a Party in performing an audit under this Contract; or

(b) marked “confidentia” by a providing Party and submitted to a receiving Party

under the terms or in furtherance of this Contract,

-17-
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but does not include:

(1) Non-Confidential Information; or

(i) Project Information except as provided in Article 29.6.

“Contract” meansthisfiscal contract between the State and the Participants.

“Contract Payments’ has the meaning provided in Exhibit R.2(b)(iv).

“Contractor” means a Person who has an agreement directly with any Participant or its

Affiliates to provide goods or services for the Alaska Project.

“Contractor Fixed Payable ANS Property Tax” means a property tax on property assessed

under AS 29.45.080 or AS 43.56.060(c) on a taxable asset that is located within the ANS levied

on a contractor or subcontractor.

“Conventional Arbitration” means an Arbitration in which the Tribunal makes its Award based

on the Tribunal's judgment of the merits of the Dispute under this Contract and the evidence

presented.

“CP” means ConocoPhillips Alaska, Inc.

-18-
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“CPI” means the non-seasonally adjusted Consumer Price Index for All Urban Consumers that

is identified by the Bureau of Labor Statistics as CPI-U, U.S. city average, all items and has a

base period of 1982-1984 =100 for a particular Calendar Month.

“CPR” has the meaning provided in Exhibit C.5(c).

“Cubic Foot” means one (1) cubic foot of afluid measured at Sandard Conditions.

“Day” means twenty-four (24) consecutive hours beginning at 12:00:01 A.M. Alaska time.

“Deficiency” has the meaning provided in Article 37.3.

“Delivery Point” means alocation where Gas is metered for custody transfer either into the first

Midstream Element or into a pipeline for shipment off a Property.

“Derivative Material” means all notes, analyses, compilations, studies, summaries, or other

material, however documented, containing or based, in whole or in part, on Confidential

| nfor mation.

“Diligence’ hasthe meaning provided in Article 5.1.

“Direct State Midstream Payment” has the meaning provided in Article 22.2(b)(iii).

-19-
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“Direct State Payment” has the meaning provided in Article 22.1(a)(iii).

“Dismantlement” has the meaning provided in Exhibit R.2(c)(i)(A).

“Disposal Property” means a Property into which Impurities are handled or Disposed.

“Dispose’ or “ Disposed” means to dispose or inject other than by sale.

“Disposition” has the meaning provided in Article 12.4(b).

“Dispute” means a dispute, matter, controversy or claim between the Sate and a Participant

arising out of or relating to any of this Contract’'s Articles or Exhibits, including its

interpretation, construction, performance, enforcement, privileges, rights or obligations.

“Disputing Participant” has the meaning provided in Article 5.5(c)(ii).

“Dispute Procedures’ has the meaning provided in Exhibit C.1(a).

“DNR” means the Alaska Department of Natural Resources.

“DNR Commissioner” means the commissioner of the DNR.

“Document” has the meaning provided in Article 41.2.

-20 -
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“Dollar” and the sign "$" mean United States dollars.

“DOR” means the Alaska Department of Revenue.

“Duck Island Unit” means the oil and gas leases subject to the Duck Island Unit Agreement on

January 1, 2005, or as later expanded or contracted.

“ Effective Date” has the meaning provided in Article 3.1.

“ Effective Rate” means, for a Producer Capacity Holder or a Sate Capacity Holder, the

@ Rate for a Facility regulated by FERC;

(b) Rate for a Facility regulated by the appropriate Canadian regulatory agency; or

(c) Rate for a private commercial arrangement, if the Facility is not regulated by

FERC or the appropriate Canadian regulatory agency.

“EM” means ExxonMobil Alaska Production Inc.

“Excess Property Capacity” means, for a Producer, a Property and an Alcan Element, the

amount by which the sum of State Takeaway Capability plus the Producer Takeaway Capability

exceeds the sum of Forecast Associated State Gas plus the Forecast Producer Gas.

“Excess PPT Credit” has the meaning provided in Exhibit P.6.

-21-
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“Excluded Costs’ has the meaning provided in Exhibit R.2(c).

“Exemption Certificate” hasthe meaning provided in Article 11.9.

“Expansion Agreement” has the meaning provided in Article 23.2(a).

“Expansion Notice” has the meaning provided in Article 8.7(a).

“Expansion Shipper” has the meaning provided in Article 8.7(a).

“Extraction” has the meaning provided in Article 11.1(a)(ii)(C)

“Facility” means equipment and improvements, together with the associated rights to locate the

equipment and improvements on the land and to ingress to, and egress from, the land.

“Federal Adjustment” has the meaning provided in Article 25.3(a).

“FERC” means the Federal Energy Regulatory Commission of the United States Department of

Energy.

“Final Annual PPT PILT Payment” has the meaning provided in Exhibit P.5(a)(ii).

-22.



DRAFT MAY 24, 2006

“Final Offer” means an offer to resolve the Dispute submitted under Exhibit C.18(b).

“Fiscal Obligations’ means the following obligations of each Participant to the State:
@ Volumes due to the Sate from individual Producers under Articles 12 and 13; and
(b) monetary payments due and payable to the Sate by individual Participants under

Articles 11, 12, 13, 14, 15, 16, 17, 18, 19, and 22.

“Fiscal Stability Cap” meansthe following Dollar amounts escalated under Article 36.1(a):
@ for any Calendar Year before Commencement of Commercial Operations:
M) four million Dollars ($4,000,000) for BP;
(i) four million Dollars ($4,000,000) for CP;
(iii)  four million Dollars ($4,000,000) for EM,;
(iv)  four million Dollars ($4,000,000) for the Mainline Entity; and
(v) four million Dollars ($4,000,000) for all other Project Entities combined;
and
(b) for the Calendar Year in which Commencement of Commercial Operations occurs
and each Calendar Year thereafter:
M) five million Dollars ($5,000,000) for BP;
(i)  fivemillion Dollars ($5,000,000) for CP;
(i) fivemillion Dollars ($5,000,000) for EM; and

(iv)  fivemillion Dollars ($5,000,000) for all Project Entities combined.

“Fixed Payable Tax” means any one of the following Taxes:
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@ aVessdl Tax;

(b) a property tax on property assessed under AS 29.45, other than AS 29.45.080, that
isor could be imposed on a taxable asset to the extent it is not used for the Project (Non-
Project Real or Personal Property);

(c) a property tax on property assessed under AS 29.45.080 and AS 43.56.060(c) that
is or could be imposed on a taxable asset to the extent it is not used for the Project and
located outside the ANS (Non-ANS Exploration Property);

(d) a property tax on property assessed under AS 29.45.080 and A S 43.56.060(d) that
is or could be imposed on a taxable asset to the extent it is not used for the Project and
not located or intended to be located ultimately within the ANS (Non-ANS Production
Property); or

(e a property tax on property assessed under AS 29.45.080 and AS 43.56.060(e) that
isor could be imposed on a taxable asset to the extent it is not used for the Project (Non-
Project Pipeline Property) or is not included under Article 17.2;

but excluding a Restricted Tax.

“Fixed Payable Tax Increment” has the meaning provided in Article 11.4(a).

“Fixed Royalty” means the portion of royalty, payable as a fixed royalty share or the minimum

royalty in the case of adliding scale royalty.

“Force Majeure’ means a Force Majeure Event that causes the inability to perform an

obligation, materially adversely affects the performance of an obligation, or materially adversely
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affects the ability to satisfy the Diligence standard under Article 5.

“Force Majeure Event” means an event, whether foreseen or not, that is beyond the reasonable
control of aParty and includes:
€) acts of God, epidemics, weather related conditions, including lightning, storms,
hurricanes, floods, earthquakes or other natural disasters;
(b) war, riot, civil disturbance, act of terror, or act of a public enemy;
(c) federal, state, Canadian, or Political Subdivision Law or other written directive,
with which a Party has diligently, as prudent under the circumstances, attempted to
comply;
(d) unreasonable delay or failure to act by a federal, state, Canadian, Political
Subdivision or other governmental agency;
(e inability to secure required federal, state, Canadian, Political Subdivision or other
governmental agency or aboriginal approvals, permits, or easements if the Party seeking
relief has diligently sought, as prudent under the circumstances the approval, permit, or
easement;
()] any judicia actsor restraints;
(o)) unavoidable accidents, equipment failure, breakage, fire, explosion, or other
damage or malfunction; uncontrollable delays in transportation; or inability to obtain
necessary material in the open market for delivery of those materialsto the site of use; or

(h) labor disputes and lockouts.
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“Forecast Associated State Gas” means, for a Producer, a Property and an Alcan Element, the
Volume or Quantity of Associated State Gas forecast by the Property’s operator for delivery in
the following Calendar Month, without any consideration of the applicable GBA adjustments or

reduction for Gas Recoupment under Article 22.1(d).

“Forecast Producer Gas’ means, for a Producer, a Property and an Alcan Element, the Volume
or Quantity of Producer Gas forecast by the Property’s operator for delivery in the following
Calendar Month, without any consideration of the applicable GBA adjustments or increase for

Gas Recoupment under Article 22.1(d).

“Forecast Ratio” means, for a Producer, a Property and an Alcan Element, aratio:

@ the numerator of which is the Forecast Associated State Gas; and

(b) the denominator of which is the sum of the Forecast Associated Sate Gas plus

the Forecast Producer Gas.

“Four Cent Surcharge”’ has the meaning provided in Exhibit P.14(a).

“Gas’ means amixture of hydrocarbons and Impurities in the gaseous phase.

“Gas Processing” means:

@ processing a gaseous mixture of hydrocarbons:
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M) by means of absorption, adsorption, externally applied refrigeration,
artificial compression flowed by adiabatic expansion using the Joule-Thomson
effect, or another physical process that is not mechanical separation;

(i)  for the purpose of extracting and recovering liquid hydrocarbons; and

(ili)  upstream of any Gas Treatment and upstream of the inlet of any gas
pipeline system transporting Gas to a market; and

(b) does not include Gas Treatment.

“ Gas Recoupment” has the meaning provided in Article 22.1(d).

“ Gas Recoupment Volume” has the meaning provided in Article 22.1(h).

“Gas Transmission Pipeline’ means a pipeline Facility designed to transport Gas from

Upstream Facilitiesto the GTP or Mainline.

“Gas Treatment” means:
@ conditioning Gas and removing from Gas non-hydrocarbon substances, for the
purpose of rendering the Gas acceptable for tender and acceptance into a gas pipeline
system; and

(b may include incidentally removing liquid hydrocarbons from the Gas.

“GBA” means a Gas balancing agreement.
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“Gross PPT Value at the Point of Production” means:
@ for PPT Qil, the gross value, in Dollars per Barrel, of PPT Qil at the Point of
Production for PPT QOil;
(b) for PPT Gas, the gross value, in Dollars per MCF, of the PPT Gas at the Point of

Production for PPT Gas.

“GTP” means a Gas treatment plant Facility, located on the ANS, designed to condition and

compress Gas and remove certain Impurities before delivery into the Mainline.

“GTP Entity” has the meaning provided under Article 8.5(a).

“Heating Value” means the average gross number of BTUs evolved by the complete

combustion, at constant pressure, of one (1) Cubic Foot of Gas with air, expressed in

MMBTU/MCEF.

“Hydrocarbon Liquids’ means a hydrocarbon mixture in the liquid phase, including crude

petroleum oil and liquid hydrocarbons recovered or extracted from Gas, but excluding NGLs.

“Impact Payments’ has the meaning provided in Article 18.1.

“Impacted Participant” has the meaning provided in Article 5.5(c)(iii).

“Impurity” means a non-hydrocarbon substance contained in or removed from Gas, including
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carbon dioxide, hydrogen sulfide, helium, mercury, water vapor, and, when removed from Gas,

trace amounts of hydrocarbons.

“Impurity Disposal Fee” means the fee charged by Working Interest owners of a Disposal

Property to Dispose of Impurities each time they are Disposed.

“Included Costs’ has the meaning provided in Exhibit R.2(b)(i).

“Incremental Royalty” means the portion of royaty payable as a diding scale royalty,

supplemental royalty, or net profit share that isin addition to the Fixed Royalty.

“Initial Impact Payment Date” has the meaning provided in Article 18.1(a).

“Inlet Point” means:
@ for a Gas Transmission Pipeline, the connection at which Gas enters that Gas
Transmission Pipeline from a Property or another Gas Transmission Pipeline;
(b for an Qil Pipeline, a connection at which Unrefined Qil enters that Oil Pipeline

from a Property or another Oil Pipeline.

“Inlet Point Contribution” means:
@ for a Gas Transmission Pipeline, the Volume of Gas; and
(b) for an Oil Pipeline, the Barrels of Unrefined Oil

measured at the meter at the Inlet Point, multiplied by the Segment Length.

-29-



DRAFT MAY 24, 2006

“In-State Capacity” means the Capacity to transport or treat In-Sate Gas.

“In-State Gas” means the portion of Associated Sate Gas originating from the Prudhoe Bay

Unit that the State Capacity Holder uses for delivery in Alaska.

“Interest” means the amount calculated using the rate and method defined in Article 36.2.

“Joint Venture” means:
@ for a Venture existing on the Effective Date, a Venture that is listed as a Joint
Venture on Exhibit Q; or
(b) for aVenture not classified as a Joint Venture on the Effective Date, a Venture:
M) in which expenditures are made under an Operating Agreement found by
the DOR to be consistent with the principles provided in Exhibit P.3(c)(ii); and
(i) has a collective non-operated working interest of at least twenty percent

(20%).

“Joint Venture Costs’ has the meaning provided in Exhibit R.2(b)(ii).

“Judicial Challenge” has the meaning provided in Article 27.1.

“Judicial Suspension Notice” has the meaning provided in Article 27.1(b).
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“Judicially Impacted Participant” has the meaning provided in Article 27.1(b).

“Kuparuk River Unit” means the oil and gas leases subject to the Kuparuk River Unit

Agreement on January 1, 2005, or as |later expanded or contracted.

“Labor Department” has the meaning provided in Article 6.3.

“Law’ means a consgtitution, statute, ordinance, tariff, convention, treaty, regulation, rule, order,

or court rule or decision.

“Legislature’” means the legislature of the State of Alaska.

“LIBOR” hasthe meaning provided in Article 36.2.

“Loss’ means any liability, loss, damages (including consequential, incidental, lost profits,

special, or punitive damages), demand, claim, settlement payment, cost, expense (including any

litigation expense), interest, award, judgment, diminution in value, fine, fee, and penalty, or other

charge.

“Lower 48" means the lower forty-eight (48) contiguous states of the continental United States.

“Mainlineg” means the large diameter pipeline that is routed generally along the TAPS pipeline

and the Alaska Canada Highway, compressor stations and related Facilities, including any
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additions, improvements, expansions, extensions or renewals or replacements to the pipeline,

compressor stations or related Facilities, designed to transport Gas from the ANS to Offtake

Points and to connect with the Non-Alaska Project.

“Mainline Entity” means the Project Entity formed to own the Mainline.

“MCF” means one thousand (1,000) Cubic Feet of Gas.

“Measurement” has the meaning provided in Article 24.1(a).

“Midstream Amount Due’” means the State Net Midstream Monetary Obligation for a Calendar

Month, together with any accrued Interest, as determined in Article 22.2(d).

“Midstream Element” means a Gas Transmission Pipeline, a GTP, the Mainline or an NGL

Plant if located in Alaska.

“Midstream Entity” means a Project Entity formed to own one or more of the Midstream

Elements.

“Midstream Entity Monetary Obligation” has the meaning provided in Article 22.2(b)(i).

“Midstream Entity Net Midstream Monetary Obligation” has the meaning provided in Article

22.2(0).

-32-



DRAFT

MAY 24, 2006

“Midstream Entity Transferee” means a Producer, an Affiliate of a Producer, or a member or

shareholder of a Midstream Entity.

“Midstream Payment” has the meaning provided in Article 16.1.

“Midstream Statement” has the meaning provided in Exhibit A.6.

“Mill Rate Ratio” means, for a Political Subdivision, aratio:
@ the numerator of which isthe lesser of:
(1) the prevailing mill rate for that Political Subdivision; or
(i)  twenty (20) mills, and

(b) the denominator of which is twenty (20) mills.

“Milne Point Unit” means the oil and gas leases subject to the Milne Point Unit Agreement on

January 1, 2005, or as later expanded or contracted.

“Minor Imbalances’ has the meaning provided in Article 10.5.

“MMBTU” means one million (1,000,000) BTUs.

“MMCF” means one thousand (1,000) MCF.
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“MMCFD” means MMCEF per Day.

“Monthly PPT PILT Payment” has the meaning provided in Exhibit P.5(a)(i).

“Multi-Participant Dispute” means a Dispute as determined under Exhibit C.3(h).

“NEB” meansthe National Energy Board of Canada.

“Net Midstream Monetary Obligation” has the meaning provided in Article 22.2(b)(iv).

“Net Monetary Obligation” has the meaning provided in Article 22.1(a)(iv).

“Net Production Value” has the meaning provided in Exhibit P.3(a).

“NGL Plant” means a Facility located downstream of a Delivery Point designed to process and

extract liquid hydrocarbons from Gas.

“NGLS’ meansthe liquid hydrocarbons recovered or extracted from Gas at an NGL Plant.

“Non-Alaska Project” means, collectively, the Alaska to Alberta Project and the Alberta to

Lower 48 Project.

“Non-Confidential Information” includesinformation that the receiving Party demonstrates:
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@ was or becomes generaly publicly available other than as a result of a disclosure
by the receiving Party or any of its Representatives in violation of this Contract;
(b) is in the lawful possession of the receiving Party or any of its Representatives
before its disclosure to the receiving Party;
(c) was or becomes available to the receiving Party or any of its Representatives on a
non-confidential basis from a third party that is not bound by a similar duty of
confidentiality; or
(d) is Sate statistics and reports so classified as to prevent the disclosure of particular
Confidential Information, including:

M) Volume of Royalty Gas and Tax Gas by field; or

(i) aggregate fiscal payments.

“Nontransferable PPT Credit” has the meaning provided in Exhibit P.10(a).

“Northstar Unit” means the oil and gas leases subject to the Northstar Unit Agreement on

January 1, 2005, or as later expanded or contracted.

“Notice” means a notice, waiver, consent, request, demand, instruction, approval, or other

communication given under this Contract as provided in Article 30.

“Notice of Additional Property” has the meaning provided in Article 31.4(c).

“Notice of Arbitration” has the meaning provided in Exhibit C.3(a).
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“Notice of Decision” has the meaning provided in Article 29.6(a).

“Notice of Dispute” has the meaning provided in Exhibit C.2(a).

“Notice of Force Majeure’ has the meaning provided in Article 35.2(a).

“NPRA Transmission Line” has the meaning provided in Article 7.2(c).

“One Cent Surcharge’ has the meaning provided in Exhibit P.11(a).

“Offtake Point” means a connection location, consisting of necessary valves, flanges and
fittings, where Gas flows out of a Midstream Element, except for a location where Gas flows
from one Midstream Element into another Midstream Element or into the Alaska to Alberta

Project.

“Oil Pipeline” means a pipeline in Alaska under construction, built or operated for the purpose
of transporting Unrefined Oil, including:
@ amarine terminal or associated facilities used or committed for usein:
(1) loading or otherwise delivering into waterborne vessels for shipment,
Hydrocarbon Liquids transported by a pipeline described in (b) of this definition,

or
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(i)  temporarily storing Hydrocarbon Liquids until they can be loaded or

otherwise delivered into waterborne vessels for shipment; and
(b) pumps, pump stations, tanks, compressors, compressor stations or other facilities,
fuel lines, equipment, vehicles or supplies used or committed for use in the operation,
spill response, repair or maintenance of a pipeline, terminal or facilities associated with a
pipeline or terminal described in (a) of this definition, and including waterborne vessels
used in spill response for the Valdez Marine Terminal that were valued as part of TAPS
as of October 1, 2005,

but excluding any pipelines and related facilities and equipment that are Upstream Facilities.

“Oil Pipeline Ownership Interest” means the percentage ownership share that a Participant
holds in an Oil Pipeline, directly or indirectly, without regard to whether the entity owning the

Oil Pipelineis an Affiliate of the Participant.

“Open Season” means a FERC pre-subscription or open season, or a corresponding process on a
Canadian regulated pipeline that is conducted in accordance with the rules and regulations in

effect, including the offering of a cost-of-service rate, if required.

“Operating Agreement” means an operating agreement or similar agreement that follows typical
industry practices and standards in Alaska as to costs that an operator is allowed to bill a working
interest owner that is not the operator, under Unit operating agreements or similar operating

agreements that were in effect on or before December 1, 2005.
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“Operator Unrecovered Cost Rate” has the meaning provided in Exhibit R.2(b)(v).

“Order” has the meaning provided in Article 27.1(b).

“Ordinary and Necessary” has the meaning given in 26 U.S.C. 162 (Internal Revenue Code), as

amended, and regulations adopted under that section.

“Other Tax” means a Tax levied on a Participant, except a
@ Fixed Payable Tax;
(b) Restricted Tax;
(c) Reimbursable Property Tax;
(d) Capped Tax; or

(e Targeted Tax.

“Quter Continental Shelf” means the submerged lands, subsoil, and seabed, lying between the

seaward extent of the State’ s jurisdiction and the seaward extent of federal jurisdiction.
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“Qutlet Point” means:
@ for a Gas Transmission Pipeline, the connection at which Gas leaves a Gas
Transmission Pipeline to a GTP, the Mainline, or another Gas Transmission Pipeling;
and
(b) for an Oil Pipeline, the connection at which Unrefined Qil leaves an Qil Pipeline

to TAPS or another Qil Pipeline.

“Participant” means BP, CP, EM, Assignees, or any other Person added under Article 31,

excluding the Sate and its Affiliates, except that the Sate or its Affiliates may hold an interest in

a Participant.

“Participant’s I nterests’ has the meaning provided in Article 11.1(a)(ii).

“Parties’” means the State and all Participants.

“Parties to the Dispute” means, collectively, the Claimant, Respondent and any Participant

certified as a Party to a Multi-Participant Dispute.

“Party” means the Sate or each individual Participant.

“Party to the Dispute” means, individually, the Claimant, the Respondent, or any Participant

certified as a Party to a Multi-Participant Dispute.
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“Payment Date” means the last Business Day before the end of the Calendar Month in which an

obligation is reported.

“Payment in Lieu of SCIT” hasthe meaning provided in Article 19.1.

“Person”

means a hatural person, trust, estate, government, partnership, joint venture,

corporation, association, society, limited liability company, firm, or any other entity having an

independent legal existence including the State or any Political Subdivision.

“POD” has the meaning provided in Article 23.2(c).

“Point of Production” means:

@

(b)

for PPT Qil, either:

M) the automatic custody transfer meter or device through which the PPT Qil
enters into the facilities of a common carrier pipeline or other transportation
carrier in acondition of pipeline quality; or

(i) in the absence of an automatic custody transfer meter or device, it means
the mechanism or device to measure the quantity of PPT Oil that has been
approved by DOR for that purpose, through which the PPT Oil is tendered and
accepted in a condition of pipeline quality into the facilities of a common carrier
pipeline or other transportation carrier into afield topping plant;

for PPT Gas, other than PPT Gas described in (c) below, that is
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M) not subjected to or recovered by mechanical separation or Gas Processing,
the first point where the PPT Gas is accurately metered,;
(i)  subjected to or recovered by mechanical separation but not Gas
Processing, the first point where the PPT Gas is accurately metered after
completion of mechanical separation; or
(iii)  subjected to or recovered by Gas Processing, the first point where the
PPT Gasis accurately metered after completion of Gas Processing;
(c) for PPT Gas run through an integrated Gas Processing and Gas Treatment facility
that does not accurately meter the PPT Gas after the Gas Processing and before the Gas
Treatment, the first point where Gas Processing is completed or where Gas Treatment

begins, whichever is further upstream.

“Political Subdivision” means a municipality, borough, city or other local government unit of
the State of Alaska existing on or after October 1, 2005, and granted the power under the Alaska

Constitution to impose Taxes.

“Political Subdivision Allocation” means:
€) for the Mainline, the miles of pipeline to the nearest tenth (0.1) of a mile within a
Political Subdivision multiplied by its Mill Rate Ratio;
(b) for a Gas Transmission Pipeline, the miles of Segment Length for that Gas
Transmission Pipeline within a Political Subdivision multiplied by its Mill Rate Ratio;
(© for an Oil Pipeline other than TAPS the miles of pipeline for that Oil Pipeline

within a Political Subdivision multiplied by its Mill Rate Ratio; and
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(d) for TAPS the TAPS Investment within that Political Subdivision multiplied by its
Mill Rate Ratio.

“Poalitical Subdivision Ratio” means aratio asfollows:

@

(b)

(©

for the Mainline Entity,

(1) the numerator of which is the Political Subdivision Allocation for the
Mainline for a Political Subdivision; and

(i) the denominator of which is the total miles of pipeline for the Mainline
within Political Subdivisions as incorporated on October 1, 2005, plus one-
hundred eighty-six (186) miles,

for aProject Entity owning a Gas Transmission Pipeline,

(1) the numerator of which is the Political Subdivision Allocation for that Gas
Transmission Pipeline for a Palitical Subdivision; and

(i) the denominator of which is the total miles of Segment Length in Alaska
for that Gas Transmission Pipeline;

for an QOil Pipeline other than TAPSin which a Participant or its Affiliate have an

Oil Pipeline Ownership Interest,

(d)

TAPS,

(1) the numerator of which is the Political Subdivision Allocation for that Oil
Pipeline for a Political Subdivision; and

(i) the denominator of which is the total miles of pipeline in Alaska for that
Oil Pipeline; and

for each Participant or its Affiliate having an Oil Pipeline Ownership Interest in

-42-



DRAFT MAY 24, 2006

(1) the numerator of which is the Political Subdivision Allocation for that Oil
Pipeline for a Political Subdivision; and

(i) the denominator of which is the total TAPS Investment.

“Poalitical Subdivision Tax” has the meaning provided in Article 11.12(b).

“PPT Credit” has the meaning provided under Exhibit P.6.

“PPT Education Credit” has the meaning provided in Exhibit P.7(a).

“PPT Gas’ means the Volume of Gas originating from a Producer’s Property and is received by
aProducer, that is:
@ Tax Bearing Gas under Article 13.1(a)(ii) that is delivered to a Delivery Point, but
not a Midstream Element, before the Commencement of Commercial Operations;
(b) Tax Bearing Gas that is not delivered to the Mainline after the Commencement of
Commercial Operations and the State has made the election under Article 13.1(b)(ii)(C);
(c) Gas under Exhibit P.5(e) that is flared, released or allowed to escape in excess the
amount authorized by the Alaska Oil and Gas Conservation Commission; or
(d) Gas under Exhibit P.5(e) that is determined by the Alaska Oil and Gas
Conservation Commission to be waste,
less any Gas associated with any royalty interest or Gas used in the operation of a Property, or

other lease or unit, to explore, develop, produce, repressure, or in enhanced recovery activities.
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“PPT Lease Expenditures’ has the meaning provided in Exhibit R.2.

“PPT Oil” means:
@ any Hydrocarbon Liquids that originate from a Property that are received by a
Producer,
(b) but does not include any Hydrocarbon Liquids associated with any royalty interest
or used in the operation of a Property, or other lease or unit, to explore, develop, produce,
repressure, or in enhanced recovery activities, except for those Hydrocarbon Liquids

determined by the Alaska Oil and Gas Conservation Commission to be waste.

“PPT PILT Payment” has the meaning provided under Exhibit P.2.

“PPT Production” means PPT Gas or PPT Qil.

“Proceeding” has the meaning provided in Article 26.2.

“Producer” means BP, CP, or EM and their respective Assignees under Article 31 in their

capacity as a Working Interest owner of a Property.

“Producer Capacity” means Capacity to transport or treat Producer Gas.

“Producer Capacity Holder” means an Affiliate of a Producer that holds or will hold Capacity

on behalf of that Producer.
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“Producer Gas” means a Producer’s share of Royalty Bearing Gas and Tax Bearing Gas.

“Producer Monetary Obligation” has the meaning provided in Article 22.1(a)(i).

“Producer Net Monetary Obligation” has the meaning provided in Article 22.1(b).

“Producer Portion” has the meaning provided in Article 10.3(a)(ii).

“Producer Put Capacity” means for a Producer, a Property and an Alcan Element, the result
obtained by multiplying:
@ the greater of:
(1) the Forecast Ratio minus the Takeaway Ratio; and
(i) zero; by
(b) the sum of the State Takeaway Capability plus the Producer Takeaway

Capability.

“Producer Statement” has the meaning provided in Exhibit A.4.

“Producer Takeaway Capability” means, for a Producer, a Property and an Alcan Element, the

sum of the Volume or Quantity of Producer Capacity, plus the Producer Upstream Sales Gas, as

identified in the most recently amended Capacity Notice.
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“Producer Transferee” means:
@ an Affiliate of a Producer;
(b) aMidstream Entity; or
(c) another Producer or its Affiliate,

but excluding a member of a Midstream Entity.

“Producer Upstream Sales Gas’ means the Gas from a Property sold upstream of an Alcan
Element, including any associated fuel and shrinkage, by a Producer or its Affiliate to a non-

Affiliated Person.

“Project” means the Project described in Article 4, as amended from time to time, and

replacements or improvements to the Project.

“Project Entity” means a Person formed to own one or more of the Midstream Elements or a

portion of the Non-Alaska Project.

“Project Information” means the following information:
@ updates to Project Summaries under Article 5; and

(b) advertisements for available positions under Article 6.

“Project Sanction” means the first Day on which:

@ both FERC and NEB have issued certificates of public convenience and necessity;

and
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(b) the Mainline Entity has given Notice to the other Parties of its decision to proceed

with construction of its portion of the Project.

“Project Summary” means the summary described in Article 5.4.

“Property” means an ANS lease or Unit described in Exhibit D or added to Exhibit D under

Article 31.4.

“Proration Factor” means:

@ for a Political Subdivision as incorporated on October 1, 2005, one hundred

percent (100%); or

(b) for a Political Subdivision incorporated after October 1, 2005, or for annexations

occurring after October 1, 2005, the lesser of one hundred percent (100%) or aratio

(i)

(i1)

the numerator of which isthe sum of:

(A) the Political Subdivision Allocation for all Political Subdivisions
incorporated after October 1, 2005;

(B)  the Political Subdivision Allocation for all annexations occurring
after October 1, 2005;

(C) four hundred fifty (450) less the total Political Subdivision
Allocation for the Mainline within all Political Subdivisions; and

the denominator of which is the sum of:

(A) the Political Subdivision Allocation for all Political Subdivisions

incorporated after October 1, 2005; and
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(B)  the Political Subdivision Allocation for all annexations occurring

after October 1, 2005.

“Prudhoe Bay Unit” means the oil and gas leases subject to the Prudhoe Bay Unit Agreement on

January 1, 2005, or as later expanded or contracted.

“PTU” means the Point Thomson Unit, which consists of oil and gas leases subject to the PTUA

on January 1, 2005, or as later expanded or contracted.

“PTUA” means the Point Thomson Unit Agreement.

“PTU Gas’ means Royalty Bearing Gas originating from the PTU.

“PTU Owners’ meansthe PTU Working Interest owners.

“Purchase Range” has the meaning provided in Article 10.3(a)(i).

“Qualified Capital Expenditure” means:

@ aPPT Lease Expenditurethat is.

M) incurred for geological or geophysical exploration; or

(i)  treated as a capitalized expenditure under 26 U.S.C. (Internal Revenue

Code), as amended and regulations as adopted, regardless of elections made under

26 U.S.C. 263(c) (Internal Revenue Code), as amended, and either is treated as a
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capitalized expenditure for federal income tax reporting purposes by the Producer
incurring the expenditure or is eligible to be deducted as an expense under 26
U.S.C. 263(c) (Internal Revenue Code), as amended,;
(b) but excludes any expenditure to acquire an asset:

(1) if that expenditure was a PPT Lease Expenditure under Exhibit P.3(c) or
would have been a PPT Lease Expenditure under Exhibit P.3(c) if it had been
incurred on or after July 1, 2006; or
(i) if that expenditureisfor an asset that has previously been placed in service
in Alaska;

an expenditure to acquire an asset is not excluded under (b) of this definition if no more than an

immaterial portion of the asset meets a description under (b)(i) or (b)(ii) of this definition.

“Qualified Capital Expenditure Credit” has the meaning provided in Exhibit P.8(a)(i).

“Qualified Project Plan” means the “Proposed Project Plan” described in section 5 of the
“Amended Application for Development of a Contract under AS 43.82, the Stranded Gas
Development Act” submitted by BP, CP and EM on January 20, 2004, and approved by the

Commissioner on January 23, 2004, as may be amended under Article 5.3.

“Qualified Sponsor Group” means a group of Persons that either:

@ owns or intends to own an equity interest in the Project;

(b) intends to commit Gas that it owns to the Project; or
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(© holds the permits that the Sate determines are essential to construct and operate
the Project; and which group of Persons also meets one or more of the following criteria:
(1) owns a Working Interest in at least ten percent (10%) of the stranded Gas
proposed to be developed by the Project;
(i) has the right to purchase at least ten percent (10%) of the stranded Gas
proposed to be developed by the Project;
(i)  hastheright to acquire, control, or market at least ten percent (10%) of the
stranded Gas proposed to be developed by the Project;
(iv)  hasanet worth equal to at least ten percent (10%) of the estimated cost of
constructing the Project; or
(v) has an unused line of credit equal to at least fifteen percent (15%) of the

estimated cost of constructing the Project.

“Quantity” means the number of BTUs, expressed in MMBTU, determined by multiplying a

specified Volume of Gas by the Heating Value of that Gas.

“Quasi-Joint Venture’ means.
@ for a Venture existing on the Effective Date, a Venture that is listed as a Quasi-Joint
Venture on Exhibit Q; or
(b) for a Venture not classified as a Quasi-Joint Venture on the Effective Date, a
Venture in which expenditures are made under an Operating Agreement found by the DOR

to be consistent with the principles provided in Exhibit P.3(c)(i).
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“Quasi-Joint Venture Costs’ has the meaning provided in Exhibit R.2(b)(ii).

“Rate” means any cost or expense paid to use or reserve Capacity, including demand charges,

commodity charges, surcharges and any other type of charge assessed.

“Ratio Notice” has the meaning provided in Article 10.4(a).

“RCA” hasthe meaning provided in Article 8.3.

“RCA Jurisdiction” has the meaning provided in Article 8.3.

“Reimbursable Property Tax” means a Tax that is levied on a taxable asset leased for at least
nine (9) consecutive months, owned, or intended to be owned by a Participant or its Affiliates
and that is:
@ aproperty tax on property assessed under AS 29.45, other than AS 29.45.080, that
isor could be imposed on a taxable asset to the extent the property is used for the Project
(Project Real or Personal Property);
(b) a property tax on property assessed under AS 29.45.080 and AS 43.56.060(c) that
isor could be imposed on ataxable asset that is located within the ANS paid directly by a
Participant (ANS Exploration Property);
(c) a property tax on property assessed under AS 29.45.080 and A S 43.56.060(d) that
is or could be imposed on a taxable asset that is located outside the ANS, and intended to

be located ultimately within the ANS (In-Transit ANS Production Property); or
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(d) after Commencement of Commercial Operations, a property tax on property
assessed under AS 29.45.080 and AS 43.56.060(e) that is or could be imposed on a
taxable asset that is not located in a Political Subdivision in which the Mainline is
located, to the extent the property is used ultimately for the Project (In-Transit Project
Pipeline Property),

but excluding a Restricted Tax.

“Reinstatement Date” means the date of the initia delivery of PTU Gas into a Midstream

Element, excluding deliveries of PTU Gas for line pack.

“Report Date” means the last Business Day of the Calendar Month.

“Representative” includes the Governor of Alaska or a Party's director, officer, employee,

agent, consultant, advisor, contractor, or outside counsel.

“Requesting Participant” means a Participant requesting certification that a Dispute under

Exhibit C.3(h) is a Multi-Participant Dispute.

“Resolution Meeting” has the meaning provided in Exhibit C.2(c).

“Resolution Period” has the meaning provided in Exhibit B.12(a).

“Respondent” has the meaning provided in Exhibit C.3(a).

-52-



DRAFT MAY 24, 2006

“Response” has the meaning provided in Exhibit C.3(c).

“Response Fund” means the response account in the Oil and Hazardous Substance Release and
Response Fund established in AS 46.08.010 and which is maintained under AS 37.05.142 as those

Laws read on the Effective Date.

“Restricted Tax” means a Tax:
@ levied on the items described in AS 43.55.017 or AS 43.56.020, as they read and
were applied on October 1, 2005;
(b) described in AS 43.56.030 or AS 29.45.810, as they read and were applied on
October 1, 2005; or
(c) that has been replaced by Impact Payments or by a payment in lieu of Tax under
this Contract, including on or before Commencement of Commercial Operations, a
property tax on property assessed under AS 29.45.080 and AS 43.56.060(e) that is or
could be imposed on a taxable asset, to the extent the property is used ultimately for the

Project (Pre-Startup Project Pipeline Property).

“Resumption Date” has the meaning provided in Article 23.4(b).

“Royalty” or “ Royalties” means an interest in Gas production payable, either in kind or value, in

favor of the State from a Property, whether payable as a Fixed Royalty or Incremental Royalty.
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“Royalty Bearing Gas” means the Quantity or Volume of Gas originating from a Producer’s

Property that is subject to a Royalty.

“Royalty Gas’ means the Quantity or Volume of Royalty Bearing Gas that the Sate is required

to take in kind asits Fixed Royalty.

“Royalty Payments’ has the meaning provided in Article 12.1(a).

“ Sales Recoupment” has the meaning provided in Article 22.1(d).

“SCIT” means any tax imposed on or measured by net income including any taxes imposed on
or measured by an amount arrived at by deducting expenses from gross income, one or more
forms of which expenses are not specifically or directly related to particular transactions,

including the taxes imposed under AS 43.19 — 43.20.

“SCIT Calendar Year” means twelve (12) consecutive Calendar Months beginning on the first
Day of the month of January or, if applicable for Payment in Lieu of SCIT under Article 19,

Article 25, and Exhibit B, afiscal tax year.

“Seasonal Variability Capacity” means additional capacity, beyond Capacity, available to

holders of Capacity under an Alcan Element’ s tariff.
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“Seasonal Variability Gas’ means the Gas that can be transported on an Alcan Element using

Seasonal Variability Capacity.

“ Segment Length” means the length of pipe for a Gas Transmission Pipeline or an Oil Pipeline

between a particular Inlet Point and the Outlet Point measured to the nearest one-tenth (0.1) of

one mile.

“Senior Executive” has the meaning provided in Exhibit C.2(c).

“ Settlement Agreement” has the meaning provided in Article 11.4(a)(i)(B).

“SGDA” means the Stranded Gas Development Act, AS 43.82.010 - .990, as of the date the

Authorization Act becomes Law.

“Shippers’ has the meaning provided in Article 8.1()(ii).

“Sole Venture’ means a Venture:

@ that islisted as a Sole Venture on Exhibit Q; or

(b) other than a Joint Venture or a Quasi-Joint Venture.

“Sole Venture Costs’ has the meaning provided in Exhibit R.2(b)(iii).
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“Standard Conditions” means the standard pressure and temperature conditions used by the
Project Entity or Person responsible for making a measurement, consistent with Law, or if no
one is responsible, then a standard pressure condition of 14.65 pounds per square inch absolute

and a standard temperature condition of sixty degrees (60°) Fahrenheit.

“ State” means the Alaska government, but excluding its judiciary and any independent or quasi-

judicial regulatory agency, such as the Regulatory Commission of Alaska or the Alaska Qil and

Gas Conservation Commission.

“ State Capacity” means the Capacity to transport or treat State Export Gas.

“ State Capacity Holder” means a Sate entity that holds or will hold Capacity on behalf of the

Sate.

“ State Capacity Share” means, for a Producer, a Property and an Alcan Element, aratio:
@ the numerator of which is the Sate Capacity as shown on a Capacity Notice; and
(b) the denominator of which is the sum of that Producer’s Capacity plus the Sate

Capacity shown on the Capacity Notice.

“ State Export Gas’ means Associated State Gas, less the Volume or Quantity of In-Sate Gas

and State Upstream Sales Gas.

“ State Gas’ means Royalty Gas plus Tax Gas.
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“ State Midstream Monetary Obligation” has the meaning provided in Article 22.2(b)(ii).

“ State Monetary Obligation” has the meaning provided in Article 22.1(a)(ii).

“ State Net Midstream Monetary Obligation” has the meaning provided in Article 22.2(d).

“ State Net Monetary Obligation” has the meaning provided in Article 22.1(c).

“ State Project I ndebtedness” means the entire amount of indebtedness incurred by the State or
the State member in a Midstream Entity to finance its equity interest in the Project for the
Project scope determined at Project Sanction provided:

@ the indebtedness is incurred no later than one (1) year after Commencement of

Commercial Operations; and

(b) a refinancing of the indebtedness described in (a) of this definition does not

increase the then remaining principal amount or extend the term.

“ State Put Capacity” means, for a Producer, a Property and an Alcan Element, the result
obtained by multiplying:
@ the greater of
(1) the Takeaway Ratio minus the Forecast Ratio; and

(i) zero; by
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(b) the sum of the State Takeaway Capability plus the Producer Takeaway

Capability.

“ State Shortage” has the meaning provided in Article 10.2(a).

“ State Takeaway Capability” means, for a Producer, a Property and an Alcan Element, the sum

of the Volume or Quantity of State Capacity and In-Sate Capacity, plus the State Upstream

Sales Gas as identified in the most recently amended Capacity Notice.

“ State Upstream Sales Gas” means Associated State Gas sold upstream of an Alcan Element,

including any associated fuel and shrinkage, by the Sate to either:

€) aProducer Capacity Holder under Article 10.2(a)(v)(A); or

(b) a non-Affiliated Person before the end of an Open Season as provided on the

Capacity Notice in Article 10.1(a)(ii)(B).

“ Statutory Interest” has the meaning provided in Exhibit Y .8.

“Structure” has the meaning provided in Exhibit R.2(c)(i)(A).

“Subcontractor” means a Person who has an agreement directly with a Contractor or other

Subcontractor to supply goods or services for the Alaska Project.

“Superior Court” has the meaning provided in Article 26.2.
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“Suspension Notice” has the meaning provided in Article 5.5(c)(iii).

“Suspension Period” means the period of the Sate's suspension of PTU obligations as

described in Article 23.2.

“Takeaway Ratio” means, for a Producer, a Property and an Alcan Element, aratio
@ the numerator of which is the State Takeaway Capability; and
(b) the denominator of which is the sum of the State Takeaway Capability plus

Producer Takeaway Capability.

“TAPS’ means the Trans Alaska Pipeline System.

“TAPS I nvestment” means the investment amounts reported to the Commissioner under Exhibit

G.2(d).

“Targeted Tax” means a Tax that would otherwise meet the definition of a Capped Tax except
that it is enacted or changed after October 1, 2005 and results in or is expected to result in
combined total payments by:

@ the Participants and Affiliates on their oil and gas related business activity in

Alaska; and

(b) contractors and subcontractors on their business activity related to the Project or

Properties,
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in excess of twenty percent (20%) of the total or expected total amount of the Tax in any

Calendar Year.

“Tax” means:
@ atax, levy, impogt, fee, license, specia assessment, charge, surtax, or surcharge;
(b) afranchise, sales, use, excise, value-added, privilege, or transfer tax; or
(c) any other government-created mandatory payment that is or could be imposed

by the Sate or Political Subdivisions under any Law, or the people of Alaska under AS
15.45 or any other Law,

including:
(1) an oil and gas production tax and surcharge under AS 43.55 or any other tax on
the development, extraction, or production of natural resources or on reserves or
resources in place except for any obligation to pay production tax on behalf of a private
royaty owner;
(i) an oil and gas exploration, production and pipeline transportation property tax
under AS 43.56;
(@iit)  aSCIT or any other tax that is based on or measured by gross or net income;
(iv)  amunicipa sales and use tax under AS 29.45.650 - 29.45.710 or any other sales
and use tax;
(v) a municipal property tax under AS 29.45.010 - 29.45.250 or 29.45.550 -
29.45.600 or any other ad valorem or property tax; or
(vi) amunicipal specia assessment under AS 29.46 or any other special assessment;

but excluding:
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(A)  civil or criminal fines or penalties generally applicable to Personsin Alaska; and
(B) reasonable, customary, and non-discriminatory fees generally applicable to
Persons in Alaska to reimburse the State or a Political Subdivision for its costs of

providing specific goods or services to the public or commercia enterprises.

“Tax Bearing Gas’ means the Quantity or Volume of Gas originating from a Producer’s

Property that is delivered to a Delivery Point after subtracting:

@ Royalty Gas,

(b) the Quantity or Volume of Gas equal to the royalty due on private and federal

leasesin Alaska; and

(c) the Quantity or Volume of all Gas originating from federal leases in the Outer

Continental Shelf.

“Tax Bearing Gas Payment” has the meaning provided in Article 13.1(a).

“Tax Bearing Gas Percentage’ has the meaning provided in Article 13.3 and Article 13.4.

“Tax Bearing Gas Price” means the price determined in Article 13.5.

“Tax Bearing Gas Value” means the amount calculated in Article 13.3(a).

“Tax Gas’ means the Quantity or Volume of Tax Bearing Gas that the Sate receives under

Article 13.6.
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“Term” hasthe meaning provided in Article 3.2.

“Terminating Participant” has the meaning provided in Article 27.3(b)(i).

“Termination Notice” has the meaning provided in Article 5.5(c).

“Theoretical Royalty Volume” has the meaning provided in Article 12.1(b)(iii).

“Theoretical Tax Volume” has the meaning provided in Article 13.1(b)(ii).

“Third Party Volumes® has the meaning provided in Article 15.7(b)(i).

“Total Capped Taxes’ means the cumulative total amount of Capped Taxes imposed by the

Sate and all Political Subdivisionsin a Calendar Year.

“Transaction Notice” has the meaning provided in Article 10.3(b).

“Transferable Unused Expenditure Credit Certificate” has the meaning provided in Exhibit

P.8(d).

“Transitional I nvestment Expenditure”’ has the meaning provided in Exhibit P.8(j)(i).
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“Transitional I nvestment Expenditure Credit” has the meaning provided in Exhibit P.8(j)(ii).

“Tribunal” meansthe panel of arbitrators described in Exhibit C.5(a).

“UCA” hasthe meaning provided in Article 20.1.

“Uniform Upstream Fiscal Contract Act” has the meaning provided in Article 31.4(b)(iii).

“Unit” means a collection of leases subject to an approved Sate, federal, or joint State and

federal unit agreement in which a Producer holds an interest.

“Unitary Business’ has the meaning established under Law in the context of state income

taxation of interstate or international businesses.

“Unrefined Oil” means Hydrocarbon Liquids delivered and metered into an Oil Pipeline at an

Inlet Point that have not been previously delivered and metered into that Oil Pipeline.

“Unused Expenditure Credit” has the meaning provided in Exhibit P.8(d).

“Upstream Facilities’ includes:

@ a Facility in Alaska used by a Producer upstream of a location where Gas or

Hydrocarbon Liquids are metered for custody transfer either into the first Midstream

Element or into a pipeline for shipment off a Property designed to develop, produce,
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gather, process, handle or treat Gas, or Hydrocarbon Liquids, or by-products associated
with that Gas or Hydrocarbon Liquids, or

(b) a pipeline built or operated for the purpose of transporting fuel, water, or other
fluids to or from aUnit or lease,

but excludes an Qil Pipeline under Article 17.2.

“Upstream Facilities Gas Payment” has the meaning provided in Article 15.2.

“Upstream Facilities Oil Payment” has the meaning provided in Article 15.1.

“Upstream Gas Production Ratio” means, for a Political Subdivision and a Property, aratio:
€) the numerator of which is the Volume originating from that Property within that
Political Subdivision; and
(b) the denominator of which is the Volume originating from that Property within all

Political Subdivisions.

“Upstream Oil Production Ratio” means, for a Political Subdivision and a Property, aratio:
€) the numerator of which is the Barrels of Hydrocarbon Liquids originating from
that Property within that Political Subdivision; and
(b) the denominator of which is the Barrels of Hydrocarbon Liquids originating from

that Property within all Political Subdivisions.

“Valuation Date” means January 1 of a Calendar Year.
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“Venture’” means an enterprise or a business arrangement for the primary purpose of exploring
for, developing, or producing oil or gas deposits within any Property in which a Producer has a

working interest.

“Vessel Tax” means a property tax on property assessed under Valdez Municipal Code Section
3.12.020 and apportioned under City of Vadez Resolution 00-15 as applied to tankers or vessels

under contract to the Ship Escort and Response Vessel System.

“Volume” means an amount of Gas, in Cubic Feet, expressed in MCF.

“Withdrawing Participant” means a Participant that withdraws under Article 31.5 or Article

31.6.

“Working Interest” means an ownership interest in a Property granted by a lease, operating
agreement, fee title or otherwise under which the owner of the interest has the right to drill for,
develop and produce oil and gas, and the obligation to pay, either in cash or out of production or

otherwise, a portion of the expenses.
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ARTICLE 2- DRAFTING CONVENTIONS

The following drafting conventions are used in this Contract:

21 Italicized and non-Italicized Words and Phrases.
@ If a word or phrase is intended to convey specia meaning, it is defined,
capitalized and italicized in this Contract. If the same word or phrase is intended to
convey its common, ordinary meaning, it is not italicized. However, a reference to “oil
and gas’ refersto “Hydrocarbon Liquids or Gas'.
(b) If a word is used both as a defined term and an undefined term, the undefined
term includes and is broader than the defined term. For example, the word “contractors”

includes “ Contractors’

2.2  Gender. Referenceto any gender includes areference to all other genders.

2.3 Number of Days. In computing any time period under this Contract, the Day of the act,

event, default, or Notice is not included and the period begins to run on the next Business Day.

The last Day of the period so computed is included, unless it is not a Business Day. In that

event, the period runs until the end of the next Day that is a Business Day.

24  TheWord “Include.” *“Include” and “including” means respectively “include, without

limitation”, and “including, without limitation,” unless provided otherwise in this Contract.
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25 The Word “May.” The word “may” means “is authorized or permitted to in its sole

discretion”, while “may not” means “is not authorized or permitted to.”

2.6 References to Agencies or Officials. A reference to a governmental department,
division, agency, or official continues to apply regardless of any changes in name or title, and
applies to the successor department, division, agency, or official to which the referenced
responsibilities or functions may be transferred. Reference to a government official includes the

official’s designee.

2.7 Successor Publications. Where this Contract references information or uses an
information source that is no longer available, the Parties shall reference information or use an

information source that is substantially similar.

2.8 Cross References. Referencesto “Article,” “Exhibit,” or “ Attachment” are references to

articles, exhibits, or attachments of this Contract unless provided otherwise in this Contract.

29 Rightsor Obligations.
@ References to aright, privilege or obligation of a Project Entity that is not a Party
should be construed as conferring the right or privilege on the Participants or their
Affiliates, or imposing upon the Parties the obligation to perform or cause the Project
Entity to perform, that obligation.
(b) References to aright, privilege, or obligation of a Producer Capacity Holder that

is not a Party should be construed as conferring the right or privilege on the Producer
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2.10

Capacity Holder’ s Producer or imposing upon the Producer Capacity Holder’s Producer
the obligation to perform, or cause the Producer Capacity Holder to perform, that
obligation.

(c) References to a right, privilege, or obligation of a State Capacity Holder that is
not a Party should be construed as conferring the right or privilege on the Sate, or
imposing upon the State the obligation to perform, or cause the State Capacity Holder to

perform that obligation.

Conjunctions.
@ And. Theword “and” can have two different connotations:

M) the several “and”: A and B, jointly or severally

(i) thejoint “and”: A and B, jointly but not severally
In this Contract, “and” should be interpreted in the joint sense, uniting things as a whole
group, not in the severa sense.
(b) Or. Theword “or” can have two different connotations:

(1) theinclusive “or”: A or B, or both

(i) the exclusive “or”: A or B, but not both
In this Contract, “or” should be interpreted in the inclusive sense, not in the exclusive
sense. If “or” is used in the exclusive sense, it is written as “either A or B” or other
phrase indicating the exclusive connotation.
(c) The phrase “oil and gas’” means “oil or gas’:

M) means “oil or gas’, notwithstanding Article 2.10(a) and (b); and
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(i) includes PPT Oil and PPT Gas for purposes of Article 14 and Exhibits P,

X,andY .

211 Singular and Plural. Reference to the singular may include a reference to the plural and

vice versa, asthe case may be.
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PART B - EFFECTIVE DATE AND TERM OF CONTRACT

ARTICLE 3- EFFECTIVE DATE AND TERM

3.1 Effective Date. This Contract is effective on the date when executed by al of the

Parties (“ Effective Date”), consistent with the Authorization Act.

32 Term. The term of this Contract commences on the Effective Date and, except as
provided under Articles 14, 17, and 19, remains in full force for thirty-five (35) years from the
Commencement of Commercial Operations (“Term”). The Term is extended by the full period
of a suspension permitted under Article 35 if the suspension lasts longer than thirty (30) Days.

However, the Term may not exceed forty-five (45) years from the Effective Date.
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PART C - PROJECT DESCRIPTION, PROJECT PLAN, ALASKA HIRE AND

CONTENT, AND STATE OWNERSHIP

ARTICLE 4 - QUALIFIED PROJECT DESCRIPTION

41  Project Overview. The Project includes a pipeline and related facilities that would have
an initial design capacity to treat and transport approximately four (4) BCFD of Gas from the
ANS to North American markets, consistent with the Qualified Project Plan. Although specific
design details are likely to change as the Project advances, the Project would consist primarily of
the elements listed in Article 4.1(a) through (f):

@ Gas Transmission Pipelines. Gas transmission pipelines that would deliver Gas to

the GTP or the Mainline from Upstream Facilities.
(b) GTP. A gastreatment plant, located on the ANS, that would be designed to:
(1) remove certain Impurities as necessary and return them for injection or
other disposition, including enhanced recovery; and
(i) compress and chill the treated Gas to meet Mainline specifications.
(c) Mainline. A large diameter gas pipeline located in Alaska that would transport
Gas from the GTP on a route generally along the TAPS pipeline and the Alaska Canada
Highway. Itislikely to be designed to operate as a high-pressure pipeline. Compressor
stations would be placed at regular intervals along the route to maintain pressure.
(d) NGL Plant. Potentially, a processing plant that would recover NGLs for sale and

condition the Gas to meet downstream market specifications. An NGL Plant may be a
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newly constructed Facility or an existing Facility. An NGL Plant may be located in
Alaska, Canada or the Lower 48.

(e Alaskato Alberta Project. Gas transported through the Mainline that would flow

across the Alaska-Canada border into a pipeline to Alberta, Canada. This pipeline would
have compressor stations along its route to maintain pressure.

()] Alberta to Lower 48 Project. Potentially, a new Gas pipeline, or expansion of

existing pipeline systems that would be used to export Gas from Alberta, Canada to the

Lower 48.

ARTICLE 5- WORK COMMITMENTS

51 Performance Standard. “Diligence’” means advancing the Project as diligently as is
prudent under the circumstances. Until Project Sanction, decisions by the Participants are
subject to the Diligence standard described in Article 5.1, including decisions that impact Project

schedule.

5.2 Project Implementation. The Participants shall begin Project planning not later than
ninety (90) Days after the Effective Date. Thereafter, the Participants shall advance Project
planning activities by Diligence and shall conclude these activities with a decision on whether to
begin preparation of regulatory applications and planning for an Open Season. Project planning
activities are described in the Qualified Project Plan. Subject to Article 5.1, the Participants

shall continue to pursue implementation of the Qualified Project Plan until Project Sanction.
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5.3 Qualified Project Plan. The Mainline Entity shall coordinate and update the Qualified
Project Plan on behalf of al Participants. Beginning April 1, 2007, and each year thereafter
until the Commencement of Commercial Operations, the Mainline Entity shall submit an
amended Qualified Project Plan to the Sate. Specific details of the Qualified Project Plan are
likely to change as the Participants complete additional studies. Accordingly, the Mainline

Entity may amend the Qualified Project Plan.

54  Project Summary. An amended Qualified Project Plan must include a Project
Summary that includes the following:

@ Project overview;

(b) description of work accomplished,

(c) estimated Project schedule and proposed development activities; and

(d) description of expenditures and programs implemented under Article 6.4(a).

The Project Summary is Project Information and may be freely disclosed by the State.

55 Termination.

€) Exclusive Remedy. The Sate's exclusive remedy if the Participants have not

acted by Diligence is termination of this Contract and that remedy may only be exercised
by the Sate:
(1) before Project Sanction; and

(i) under Article 5.5(b).
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(b) Burden of Proof. Before Project Sanction, the Sate may terminate this Contract

by establishing by clear and convincing evidence that the Participants have not acted by
Diligence, resulting in a material adverse impact to the Project. In deciding whether the
Participants have not acted by Diligence, the Tribunal shall take into account the
following:
(i) Project planning and other Project development activities may be adversely
impacted by factors such as U.S. regulatory processes, construction costs, Gas
prices, or other business considerations.
(i) Project planning and other Project development activities may be
adversely impacted by Canadian regulatory processes or Canadian aborigina
issues. If the Sate seeks to terminate this Contract, and delays or other Project
impacts are related to Canadian regulatory processes or Canadian aborigina
issues, the Tribunal shall be instructed that in determining whether the
Participants have not acted by Diligence that other major pipeline projects have
experienced delaysin Canada.
(@iii)  Errorsin judgment in advancing the Project may not be used as evidence
to support termination of this Contract.
(iv) A Party is not required to enter into a commercial arrangement or settle a
dispute with another Person. The failure to take such action may not be used as
evidence to support termination of this Contract.
(v) A Participant’s suspension of its obligations under Article 5 or Articles
27, 28, or 35 may not be used as evidence to support termination of this Contract.

(vi) A presumption exists that this Contract continues.
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(© Termination Process. The State may initiate termination of this Contract by

Notice (“Termination Notice”) to al Participants.

(1) Undisputed Notice. If al Participants consent to termination of this

Contract, this Contract terminates on the sixtieth (60th) Day following the day
the Termination Notice isissued. A Participant’s failure to consent constitutes a
Notice of Dispute as of the sixtieth (60™) Day following the day the Termination
Notice isissued.

(i) Disputed Notice. If one or more Participants dispute the Termination

Notice (“Disputing Participant”), the Disputing Participant shall provide Notice
of the dispute to the Sate and the other Participants within sixty (60) Days of the
Disputing Participant’s receipt of the State’'s Termination Notice. The Disputing
Participant’s Notice of the dispute constitutes a Dispute and will be resolved
under Article 26, except that in a Dispute under Article 5:
(A) the Parties are not required to exhaust the amicable resolution
process under Exhibit C.2;
(B)  theTribunal shall only decide whether the Sate has established by
clear and convincing evidence that the Participants have not acted by
Diligence and shall issue an Award, without any explanation, that finds
either for the Sate or for the Participants; and
(C) theTribunal’s decision may be made public.
Pending final resolution of the Dispute, this Contract remainsin effect.

(i)  Suspension by Participants. If the State issues a Termination Notice, the

Mainline Entity may suspend any of its obligations under this Contract by
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providing the State with a Notice (“Suspension Notice”). Except as provided
below, if the Mainline Entity issues a Suspension Notice, any other Participant
may suspend any of its obligations under this Contract (“Impacted Participant™)
by providing a Suspension Notice to the Sate and all Participants. The effective
date and term of an Impacted Participant’s Suspension Notice is the same as the
effective date and term of the Mainline Entity Suspension Notice. If the
opportunity to cure under Article 5.5(c)(iv)(A) is pursued, the right to suspend
provided in Article 5.5 may not be invoked until the end of the cure period. The
Mainline Entity may issue a Suspension Notice before the entry of the final non-
appeal able resolution of the Dispute.
(A)  The Suspension Notice remains in effect until either terminated by
Notice to the Sate by the Mainline Entity or the date of the final non-
appeal able resolution of the Dispute.
(B)  During any period in which a Mainline Entity Suspension Notice is
in effect:
Q) except for the payments required by Articles 14, 15, 17 and
19, each Mainline Entity or Impacted Participant obligation
identified in the Suspension Notice is suspended and no action is
required by the Mainline Entity or the Impacted Participants
regarding those obligations;
2 each Party bears its own costs incurred in connection with
any suspension under Article 5 except to the extent those costs are

included in rates; and

- 76 -



DRAFT

(iv)

(©

(D)

MAY 24, 2006

3 no penalty or Interest accrues on amounts that would
otherwise be payable by the Mainline Entity or Impacted
Participants to the State.

Following termination of the Mainline Entity Suspension Notice:
Q) if this Contract remains in effect, then the time for
performance of each obligation identified in each Suspension
Notice is extended by a number of Days equal to the number of
Days that the Mainline Entity Suspension Notice was in effect; or
2 if this Contract terminates, then the Mainline Entity and the
Impacted Participants are discharged from any further obligations,
except as to any rights, privileges or obligations under this
Contract that accrued before the earlier of the effective date of the
Mainline Entity Suspension Notice, if there was one, or date of the
final non-appealable resolution of the Dispute.

The Mainline Entity may amend its Suspension Notice. The

amended Suspension Notice relates back to the original Suspension Notice

and the effective date of the amended Suspension Notice is that of the

original Suspension Notice. The provisions of Article 5.5(c)(iii) apply to

any amended Suspension Notice.

Opportunity to Cure.

(A)

Cure Upon Termination Notice. If the Sate issues a Termination

Notice, the Participants shall have ninety (90) Days from the date of the
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Notice to take any actions they deem appropriate to address matters
identified in the Notice.

(B)  Cure After Resolution. If the final non-appealable resolution is to

terminate this Contract, then the rights, privileges and obligations of the
Participants under this Contract terminate unless they commence to cure
the Termination Notice within sixty (60) Days of the resolution of the
Dispute and thereafter pursue the curing diligently to completion. The
date for performance of any Mainline Entity and Impacted Participant
obligations is extended by a period equal to the number of Days that the
Suspension Notice was in effect. If the State contests the adequacy of the
cure, a Notice of Dispute may be issued. The Mainline Entity and
Impacted Participants will not have the right to cure following resolution

of that Dispute.

5.6 Rights and Obligations Upon Termination. Each Project Entity agreement must

provide the Sate’'s Affiliate the right to dissolve the Project Entity through the dissolution

process in that Project Entity’s agreement. The Sate’s Affiliate may only exercise this right, if

this Contract terminates under Article 5, before the completion of the initial Open Season for the

Mainline. If this Contract terminates under Article 5 after the completion of the initial Open

Season for the Mainline, the State’' s Affiliate may withdraw from each Project Entity under the

provisions of that Project Entity’ s agreement.
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ARTICLE 6 - ALASKA HIRE AND CONTENT

6.1  Comply With Law. Each Midstream Entity shall comply with all valid Laws relating to
hiring of Alaska residents or contracting with Alaska Businesses to work on construction or
operation of the Alaska Project. In making hiring or contracting decisions for construction or
operation of the Alaska Project, each Midstream Entity shall not discriminate against Alaska
residents or Alaska Businesses. If a Participant or its Affiliate makes hiring or contracting
decisions for construction or operation of the Alaska Project, the Participant or its Affiliate is
subject to the provisions of Article 6.1 and Articles 6.2, 6.3 and 6.5. Each Midstream Entity
shall train its employees responsible for making hiring or contracting decisions for construction

or operation of the Alaska Project on the requirements of Article 6.

6.2  AlaskaHire. Within the constraints of Law, each Midstream Entity shall employ Alaska
residents and shall contract with Alaska Businesses to work on construction, fabrication, or
operation of the Alaska Project to the extent Alaska residents or Alaska Businesses:
@ are available, ready, willing and able to accept employment at the time required
and are located anywhere in Alaska, not just in the area of Alaska where the work isto be
performed,
(b) are competitively priced in that they offer goods or services required by a
Midstream Entity at a total cost that is equal to or less than the total cost of equivalent

goods or services offered by a non-Alaska resident or a non-Alaska Business; and
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(c) possess the requisite resources, education, training, skills, certification and
experience to satisfactorily perform the work necessary for a particular position or to

perform a particular service.

6.3  Recruitment. In hiring its employees, each Midstream Entity shall advertise for
available positions and use Alaska Job Service Organizations to notify Alaska residents of
available positions on the Alaska Project, under the requirements of the SGDA. Each Midstream
Entity shall provide the State of Alaska Department of Labor and Workforce Development
(“Labor Department”) with a copy of each advertisement at the time each advertisement is made
public. The Labor Department may publicly disseminate the information contained in each
advertisement. A position is available if it is vacant and primarily or exclusively located in
Alaska, and a Midstream Entity intends to fill it with personnel not already employed by a
Participant or its Affiliate. A Midstream Entity is not required to advertise a position if it has

been offered to a candidate. This exception for offered positions will be rarely used.

6.4  Training and Development Programs.
€) The Sate and each Midstream Entity will have a number of training opportunities
that may expand the skilled workforce in Alaska. Additionally, the Alaska Natural Gas
Pipeline Act provides grants for an Alaska pipeline training program to recruit and train
Alaska residents, including the design and construction of training facilities located in
Fairbanks to support this training. Each Midstream Entity shall work with the Sate,
including the Labor Department, to develop these or other publicly-funded programs that

could increase employment opportunities for Alaska residents. In conjunction with the
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Project, the Mainline Entity shall spend, or cause the Participants to spend, a combined
total of five million Dollars ($5,000,000) in funding those or other workforce training
programs and activities in Alaska. The programs and activities could include:
(1) informing studentsin Alaska school districts:
(A)  about jobs that will be needed for the Alaska Project and how students
can qualify for those jobs; and
(B) of available apprenticeship, mentoring, and internship opportunities to
train or qualify for jobs;
(i) employing apprentices or interns,
(@iii)  working with teachers in Alaska school districts in developing curricula for
courses relevant to jobs on the Alaska Project;
(iv) assisting the Labor Department in its efforts to upgrade technology
applications and provide equipment for training centers and schools to keep training
current and relevant for jobs on the Alaska Project;
(v) supporting the Labor Department in developing training standards for jobs
that will be needed for the Alaska Project; or
(vi)  providing on-the-job training for employees hired by a Midstream Entity for
employment in Alaska.
Funding for these activities and programs will begin when the Mainline Entity files its
initial FERC application. The Project Summary must describe the expenditures and
programs implemented to date.
(b) At the completion of Project planning activities, each Midstream Entity shall

provide the commissioner of the Labor Department with a description of services, jobs
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and skills required for construction and operation phases of the Alaska Project. Within
thirty (30) Days after its submittal, each Midstream Entity shall meet with the
commissioner of the Labor Department to discuss the description and, if necessary, to

provide additional clarification.

6.5 Reporting. The Sate shall report Alaska Resident employment on the Alaska Project,
consistent with the provisions of applicable Law. Each Midstream Entity shall facilitate this
reporting by using the State electronic unemployment insurance compensation payroll reporting
format existing on the Effective Date, as modified by the addition of a Project code to identify
individuals who received Alaska earned wages as the result of being employed by the Midstream

Entity during the reporting period.

6.6  Contractors. Each Midstream Entity shall include provisions substantially in the form of
Exhibit E in any contract with a Contractor for the provision of goods or services in connection

with the Alaska Project.

6.7 Remedies. Any failure to comply with, or breach of, Article 6 does not constitute a
material breach justifying the termination of this Contract. From Project Sanction until
Commencement of Commercial Operations, if a Midstream Entity persistently and intentionally
fails to comply with Article 6, that entity and the Sate shall agree upon an appropriate remedy
intended to ensure future compliance with Article 6. If the State and that entity are unable to

agree, then the Dispute is subject to resolution under Article 26 and the Tribunal shall fashion a
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remedy intended to ensure future compliance with Article 6. The remedy could include

increased training and process improvements, but not payment of damages or penalties.

6.8  Severability. If acourt invalidates any portion of Article 6, al other portions of Article 6

and the remainder of this Contract remain in effect.

ARTICLE 7- STATE OWNERSHIP

7.1  State Ownership. The Sate, directly or indirectly through State-owned entities, shall
acquire and hold an ownership interest, or an option to take an ownership interest, in the Project
as provided in Articles 7.2 and 7.3. The Project Entity agreements govern the terms of the
Sate's ownership interest, including capital contributions, pre-formation expenditures,

acquisition costs, and confidentiality.

7.2 Ownership and Option Percentages.

@ GTP, Mainline, and Alaska to Alberta Project. The Sate shall own, directly or

indirectly through State-owned entities, a twenty percent (20%) interest in a GTP, the
Mainline, and the Alaska to Alberta Project.

(b) Existing Units. Because Gas Transmission Pipelines from Units existing on the
Effective Date will be an integral part of the Project, the State shall own, directly or
indirectly through State-owned entities, an interest in Gas Transmission Pipelines to

transport Gas originating from the:
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M) Prudhoe Bay Unit;

(i)  PTU;

(i)  Kuparuk River Unit;

(iv)  Duck Idland Unit;

(v) Northstar Unit;

(vi)  Milne Point Unit;

(vii)  Colville River Unit; or

(viii) Badami Unit;
in a share commensurate with the expected throughput of State Gas, as estimated when
that Project Entity is formed.

(© NPRA Transmission Line. The Sate shall own, directly or indirectly through a

Sate-owned entity, an interest in a Gas Transmission Pipeline to transport Gas
originating from Properties west of the Kuparuk River boundary, including from the
National Petroleum Reserve Alaska, to a GTP or the Mainline (“NPRA Transmission
Line”) if that transmission line is sanctioned before the Commencement of Commercial
Operations. |If the NPRA Transmission Line is sanctioned after the Commencement of
Commercial Operations, the Sate shall have an option to own an interest, directly or
indirectly through a State-owned entity. The Sate or Sate-owned entity, shall exercise
its ownership option in the NPRA Transmission Line by providing Notice ten (10) Days
before the completion of the initial Open Season for that line. The Sate or State-owned
entity shall pay its proportionate share of costs plus interest under the Project Entity
agreement for that Project Entity. The Sate or Sate-owned entity shall be added as

member under the provisions of that Project Entity agreement. The Sate’s direct or
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indirect ownership interest in the NPRA Transmission Line must be commensurate with
the expected throughput of State Gas, as estimated when the Project Entity is formed.

(d) NGL Plant in Alaska. If a Participant intends to locate an NGL Plant in Alaska,

then the State shall own, directly or indirectly through a Sate-owned entity, a twenty
percent (20%) interest in that plant.

(e Alberta to Lower 48 Project. The Sate shall own, directly or indirectly through a

State-owned entity, an interest in the Alberta to Lower 48 Project, if newly built or
acquired by any Person in which Affiliates of all the Producers have an ownership
interest, in a share commensurate with the expected throughput of State Gas, as estimated

when that Project Entity is formed.

7.3  State Ownership Commitment. The Sate shall retain its direct or indirect ownership
interestsin each Alcan Element as provided in Article 7.2 at least until the State Capacity Holder
executes a binding precedent agreement to reserve Capacity for all of its expected throughput of
Sate Gas for each respective element, plant or project in theinitial Open Season. The Sate shall
retain any of itsdirect or indirect ownership interestsin the Alberta to Lower 48 Project until the
completion of that initial Open Season. If, however, it does not execute a binding precedent
agreement to reserve Capacity for any State Gas in that initial Open Season, the Sate or Sate-
owned entity, may withdraw from the Alberta to Lower 48 Project under the provisions of that

Project Entity agreement.
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ARTICLE 8- REGULATION OF AND ACCESSTO PROJECT FACILITIESAND

DISPOSAL SERVICES

Regulation. The Parties expect that:

@

regulation of and access (including expansion) to the Mainline, the Gas

Transmission Pipelines and the GTP for shipment of Gas will be governed and controlled

exclusively by:

(b)

(1) the Natural Gas Act, the Alaska Natural Gas Pipeline Act of 2004, other
applicable federal Law, and this Contract, or

(i) if federal Law does not apply, by commercial agreements negotiated
between a Midstream Entity and Persons that enter into a transportation or
treating agreement (* Shippers’); and

regulation of and access to the Non-Alaska Project for shipment of Gas will be

governed and controlled exclusively by:

(1) applicable Canadian Law for the portion of the Non-Alaska Project located
in Canada and this Contract;

(i) federal Law for the portion of the Non-Alaska Project located in the Lower
48 and this Contract; or

(i)  commercial agreements negotiated between the owners of Non-Alaska

Project Facilities and Shippers.

The Parties shall not seek additional, different, or supplementary requirements for regulation of

or access to the Gas Transmission Pipelines, GTP, Mainline, any NGL Plant or the Non-Alaska

Project.
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8.2 Support of Regulation. The Participants and the State shall seek and support the
exclusivity of FERC's and NEB's jurisdiction as described in Article 8.1 in any agency or court
proceeding. If FERC does not assert jurisdiction over a Midstream Element within fifteen (15)
months after the Mainline Entity submits a complete application to FERC under Section 103 of
the Alaska Natural Gas Pipeline Act, then the Project Entity owning the Midstream Element may
either:

@ terminate its participation in this Contract by delivering Notice to the Sate; or

(b) enter into a commercial arrangement to govern and control rates, terms, and

conditions of access for use of the Midstream Element.

8.3  State Regulatory Authority over the Project. Consistent with Articles 8.1 and 8.2, the
Parties expect the Alaska Project to be regulated by FERC or by commercia agreements. If
FERC does not assert jurisdiction, no Party may seek or support the jurisdiction of the
Regulatory Commission of Alaska (“RCA”) over any aspect of the Project, including Project
activities, operations, Facilities, or other matters (“RCA Jurisdiction”). The Parties recognize
that RCA Jurisdiction could cause Loss to the Participants. In the event of Loss or potentia
Loss, a Participant may provide Notice to the State, and the affected Participants and the Sate
shall meet and discuss actionsto prevent any Loss. These actions may include the Sate, with the
cooperation of the Participant, pursuing judicial action or legidative relief, or taking other
action. If the RCA asserts jurisdiction and takes actions inconsistent with principles of:
@ FERC policy for jurisdictional facilities; or

(b) commercia agreements for non-jurisdictional facilities
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that result in a Loss to a Participant, the State shall reimburse that Participant for the Loss,
which reimbursement could include cost of cover or transportation, or other appropriate relief. A
Notice of Dispute may not be issued until nine (9) months after the Participant’s Notice to the

Sate under Article 8.3.

84  Regulatory Intervention. This Contract does not affect the right of any Party to
petition FERC or NEB to institute a proceeding, or to participate or intervene in a FERC or NEB

proceeding, including atariff proceeding.

85  Impurities.
@ GTP Services. Subject to Article 8.5(d), a Midstream Entity that owns a GTP
(“GTP Entity”) shall seek FERC approval to offer, or if a GTP is not regulated by FERC,
shall offer, unbundled servicesto:
(1) remove Impurities,
(i) dehydrate and compress Impurities; and
(iii)  Dispose of Impurities.
A GTP Entity may conduct disposal services through an agreement with the Working
Interest owners of a Disposal Property.
(b)  Rates.
M) If the GTP is not regulated by FERC, the rate charged by the GTP Entity
for services under Article 8.5(a) must be just and reasonable and based on cost of
service. If the State does not agree that the rate is just and reasonable and based

on cost of service, it may issue a Notice of Dispute.
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(i) If the GTP isregulated by FERC, the rate to Dispose of Impurities charged
by the GTP Entity will be subject to FERC approval.

(© Disposal Services. After consulting with the Producers, the GTP Entity shall

select one (1) or more Properties to evaluate for potential use as a Disposal Property in
service to the GTP. It shall request the Working Interest owners of the selected
Properties to conduct engineering studies to assess Impurities disposal options. If, after
conducting those studies, the Working Interest owners of a Property:
(1) agree that performing the service to Dispose of Impurities is feasible and
will have no unreasonable impacts on oil and gas operations,
(i)  approve aFacility design for that service; and
(iii)  approve an Impurity Disposal Fee that compensates for the total:
(A)  coststo handle and Dispose of Impurities; and
(B)  full-cycle, direct, indirect, incremental and consequential costs
reasonably estimated by the owners to be incurred over the life of
operations of that Property, including engineering studies to assess the
aternatives and Facility design to handle or Dispose of Impurities,
then, each Producer or its Affiliate that holds a Working Interest in that Property shall
vote its interest under the applicable operating or other agreement to approve an
agreement with the GTP Entity to Dispose of Impuritiesin that Property.

(d) Limitation on Offering Service. The GTP Entity is not required to offer a disposal

service under Article 8.5(a)(iii) if:
(1) no Working Interest owners of any Property offer a service to the GTP

Entity to Dispose of Impurities as provided in Article 8.5(c);
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(i)  the Working Interest owners of a Property that do agree to offer a service
are unable to secure approvals necessary to provide that service;

(iii)  the GTP is not regulated by FERC and a Tribunal disapproves the rates
based on the Impurity Disposal Fee offered to that GTP by the Working Interest
owners of the Property; or

(iv) the GTP isregulated by FERC and FERC does not approve the rates based
on the Impurity Disposal Fee offered to that GTP by the Working Interest owners

of the Property.

(e Working Interest Owner Services. |If the Working Interest owners of a Property
agree to return and Dispose of Impurities from a GTP, other than under a service offered
by a GTP Entity under Article 8.5(a)(iii), then each Participant who is a Working Interest
owner in that Disposal Property shall vote its interests to allow the Sate to return and
Dispose of Impurities removed from Associated Sate Gas delivered to the GTP from that
Property. The Impurity Disposal Fee and other terms offered to the State must be the
same as those available to the Working Interest owners of that Disposal Property.

()] Third-Party Services. Each Producer or its Affiliate who enters into an agreement

to Dispose of Impurities from a Property, other than under a service offered by a GTP
Entity under Article 8.5(a)(iii), in a different Property shall include provisions in that
agreement to allow the Sate the option to Dispose of its Impurities from Associated Sate
Gas from that Property under the same Impurity Disposal Fee and other terms. If the
Sate elects that option, then the Sate is bound by those terms, including any terms

regarding whether the Impurities are treated as indigenous in the Disposal Property.
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8.6

Previously Used Assets. Each Participant shall follow FERC policy regarding treatment

of previously used assets for FERC ratemaking purposes.

8.7

State-Initiated Expansion.
€) State Notice. Following Commencement of Commercial Operations, if a Person,
including the Sate, seeking expansion Capacity on a Midstream Element is unsuccessful
in securing Capacity from other Shippers or the Project Entity that owns the Midstream
Element, or through a voluntary expansion by the Project Entity (“ Expansion Shipper”),
the State may provide Notice to the Project Entity to submit an application to FERC to
expand the Midstream Element, identifying the basis for the expansion request, the name
of the Expansion Shipper, the Volumes or Quantities to be treated or shipped by that
Expansion Shipper, and any other anticipated VVolumes or Quantities of which the Sate is
aware (“Expansion Notice”). The Sate shall provide a copy of the Expansion Notice to
each other Participant. Upon receiving the Expansion Notice from the State, the Project
Entity shall post the contents of the Expansion Notice on its electronic bulletin board or
aternative mechanism used for its communications to the shipping public and shall
diligently prepare and file an application to FERC to expand the Project Entity's
Midstream Element if:
(1) the State has not exercised its option under Article 8.7 within the prior five
(5) years, and the expansion:
(A) isfor at least fifty thousand (50,000) MCF per Day in Capacity on
a Gas Transmission Pipeline or one hundred twenty-five thousand

(125,000) MMBTU per Day in Capacity on the Mainline or the GTP, for
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al of the Expansion Shippers combined, excluding any Producer’s or its
Affiliates’ Volumes or Quantities;

(B)  does not require the Project Entity to construct or operate a lateral
pipeline from the Mainline or Gas Transmission Pipeline;

(C)  does not require the Project Entity to install one or more loops in
excess of atotal of one hundred (100) miles; and

(D) does not include a Producer’s or its Affiliates Volumes or
Quantities for purposes of Article 8.7(a)(i)(A), but does include
consideration of any Producer’s, its Affiliates or any other Person's
Volumes or Quantities for purposes of designing an expansion under
Article 8.7 and conducting an Open Season for that expansion;

each Expansion Shipper:

(A)  meetsthe credit standards in the Midstream Element’ s tariff;

(B) pays in advance its proportionate share, as determined by the
Project Entity, of al costs related to the filing of the application and to
activities required to complete the application, including engineering
studies and design and environmental reviews, which costs may be
recoverable under Article 8.7(a)(iv)(A);

(C) obligates itself, subject to proration or displacement under the
Open Season process, to submit in the Open Season a qualifying and
responsive bid for Capacity in an amount equal to the Volume or Quantity
identified in the Expansion Notice for that Expansion Shipper; and

(D) isnotaProducer or its Affiliate;
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the Open Season results in the execution of negotiated rate agreements by

all successful bidders for firm transportation service that are:

(iv)

(A)  consistent with the principlesin Article 8.7(a)(iv); and
(B) at rates that do not exceed the cost-of-service rate on a present
value basis proposed in the Open Season bid package; and
the application can be and is filed consistent with the following principles:
(A) therates for the expansion service must be designed to ensure the
recovery, on an incremental or rolled-in basis (including a reasonable rate
of return on the investment), of the cost associated with the expansion;
(B)  therates, terms and conditions for the expansion service must not
require any existing Shipper on the Project to:
Q) pay a higher rate than it would have had to pay absent the
expansion;
2 be assessed a higher fuel retention percentage than would
have been assessed absent the expansion; or
(©)) otherwise subsidize the expansion;
(©  dl new Shippers shal comply with, and the proposed expansion
and the expansion of service must be undertaken and implemented based
on, terms and conditions consistent with the tariff of the Midstream
Element in effect as of the date of the expansion;
(D)  the proposed expansion Facilities must not adversely affect the

financial or economic viability of the Midstream Element;
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(E)  adequate downstream facilities must exist or are expected to exist
to deliver the proposed expansion Gas to market;
(F) the proposed expansion Facilities must not adversely affect the
overall operations of the Midstream Element;
(G)  the proposed expansion Facilities must not diminish the contract
rights of existing Shippers to previously subscribed certificated capacity;
and
(H)  al necessary environmental reviews must be completed.
Article 8.7 is effective unless FERC determines that any of its provisions are
contrary to Law. If FERC issues a certificate on a basis different than the
expansion proposal filed by the Project Entity, then the Project Entity shall rgject
the certificate unless any such difference is minor or all the members of the
Project Entity vote otherwise.
Disputes.
(1) If the Midstream Entity to whom the Expansion Notice is directed believes
that the requirements of Article 8.7(a) have not been satisfied, it shall provide
Notice to the State and the State may provide a Notice of Dispute.
(i) If the Midstream Entity to whom the Expansion Notice is directed believes
that the requirements of Article 8.7(a) have been satisfied, then any other Party
may provide a Notice of Dispute if it believes that the requirements of Article
8.7(a) have not been satisfied.
(ili)  The amicable resolution process under Exhibit C.2 does not apply to a

Dispute under Article 8.7. Theterms of Article 8.7 have been negotiated in
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consideration of the Sate's agreement to limit its remedies and damages relating
to Article 8. If aProject Entity breaches its obligations to submit an application
in accordance with Article 8.7, the State may issue a Notice of Dispute and seek
an Award of specific performance from the Tribunal. The Sate'sright to seek

specific performance isits exclusive remedy for any breach of Article 8.7.

8.8  Seasonal Variability Capacity. If aMidstream Entity offers any Seasonal Variability
Capacity, such as authorized overrun service, that Midstream Entity shall make that capacity

available ratably to firm shippers on a non-discriminatory basis.

ARTICLE 9-IN-STATE MARKETS

9.1 In-State Needs and Offtake Points. At least thirty (30) Days before filing its plan for
the initial Open Season for transportation of Gas in the Mainline, the Mainline Entity shall:
@ complete or adopt a study of Gas consumption needs and prospective Offtake
Points consistent with FERC requirements; and
(b) consult with the Sate to agree upon the locations of Offtake Points along the
Mainline.
The Mainline Entity shall support funding, if requested by the Sate, of up to four (4) Offtake
Points to accommodate in-state consumption. The provision of these Offtake Points will provide
the opportunity for Persons, including local distribution companies or the sponsor of a liquefied

natural gas project, to obtain access to the Project during an Open Season consistent with federal
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Law. The Mainline Entity shall provide other Offtake Points as may be required by FERC and

federal Law.

9.2  Open Season In-State Service. During the initial Open Season, the Mainline Entity
shall offer a mileage sensitive service to the Offtake Points designated under Article 9.1. If
requested by a Shipper before a voluntary expansion Open Season, the Mainline Entity shall
offer a mileage sensitive service to an Offtake Point designated under Article 9.1. The Mainline
Entity shall propose tariff provisions that provide for segmented capacity consistent with FERC
procedures, so that a Shipper may use its firm transportation service to Offtake Points, including
those located in the Fairbanks North Star Borough and Delta Junction, provided these Offtake

Points are upstream of the firm contracted service point.

9.3 In-State Distribution Systems. This Contract does not limit the right of, or impose an
obligation upon, any Party to fund, install or maintain any Facilities downstream of any Offtake
Point, including Facilities associated with the odorization, reduction of Gas pressure, or control
of Gas Heating Value or Gas quality. Any Facilities downstream of the Offtake Points are
separate from the Mainline. The Mainline Entity shall cooperate with the Person sponsoring
Facilities that would interconnect with an Offtake Point in the planning and design of those

Facilities consistent with principles of FERC policy.

9.4 In-State Gas Sales Contracts. Long-term firm transportation commitments by Shippers

are essential to the Project. Any Party may supply Gas to Alaska purchasers, but no Party is

required to sell Gasto an Alaska purchaser. Any Party may make changes or new arrangements
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for deliveries in Alaska provided that those changes or new arrangements do not cause the
stranding of capacity or the shifting of cost responsibility to the holders of pre-existing shipping
commitments unless mutually agreed with any affected Persons. An existing Shipper
transporting Gas out of Alaska may choose to make Gas deliveries in Alaska, so long as that

Shipper continues to satisfy its shipping commitments outside of Alaska.

95 NGL Study. Before the commencement of the initial Open Season, the Mainline Entity
shall conduct afeasibility study for NGL processing opportunities in Alaska, and summarizeit in
the Project Summary. Each individual owner of Gas will determine the processing of NGLs

from its Gas based on itsindividual commercial decisions.

ARTICLE 10- CAPACITY MANAGEMENT

10.1 Open Season Capacity Acquisition.
@ State Notice. The State Capacity Holder shall provide the same Notice to each
Producer Capacity Holder at least thirty (30) Days before the end of an Open Season
stating either:
M) that it intends to acquire State Capacity under Article 10.1(c); or
(i) that the Producer Capacity Holder should independently seek to acquire
Sate Capacity on the State Capacity Holder’s behalf under Article 10.1(b), and,

if so,
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(A)  the Volume or Quantity of In-Sate Capacity for each Alcan
Element that the State Capacity Holder intends to acquire; and

(B)  the Volume or Quantity and location of any State Upstream Sales
Gas.

(b) State Capacity Sought by Producer Capacity Holder. If the Sate Capacity Holder

requests each Producer Capacity Holder to seek to acquire State Capacity under Article
10.1(a)(ii), then each Producer Capacity Holder shall acquire State Capacity on behalf of
the Sate:
(1) in proportion to Sate Export Gas attributable to the Producer Gas
originating from that Producer’ s Properties,
@ity  for the same duration and under the same terms and conditions sought by
the Producer Capacity Holder for its Producer Capacity;
(iii)  onall necessary Alcan Elements including transportation into Canada; and
(iv)  in the State Capacity Holder’s name and at the State Capacity Holder’s
solerisk and sole cost,
to the extent the Producer Capacity Holder is successful in acquiring Capacity. The
Sate Capacity Holder shall provide the Producer Capacity Holder with the completed
documents required for a bid submittal at least seven (7) Days before the end of the Open
Season. Within ninety (90) Days after the acquisition of State Capacity under Article 10,
each Producer Capacity Holder shall provide a Capacity Notice to the State Capacity
Holder. That Capacity Notice must identify the State Capacity acquired for each
Property for which Capacity was acquired by that Producer Capacity Holder, and the

duration, terms and conditions applicable to that Capacity. If a Producer Capacity
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10.2

Holder later acquires additional Capacity under Article 10, it shall provide the Sate
Capacity Holder with an amended Capacity Notice.

(c) Direct Acquisition by State. If the State Capacity Holder provides Notice under

Article 10.1(a)(i), the State shall acquire State Capacity to the Alcan Elements to meet its

transportation or treating needs in any Open Season after the date of the Notice.

I nsufficient State Capacity.

@ Producer Capacity Holder Obligation to Satisfy State Shortage. If a Producer

plans to deliver State Export Gas, excluding Seasonal Variability Gas, in excess of the
amount of Sate Capacity identified in the current Capacity Notice (“Additional
Associated State Gas”) for greater than a Calendar Month, its Producer Capacity Holder
shall satisfy any need for Capacity required by the Sate to treat or transport Additional
Associated Sate Gas from that Property (“ State Shortage”) through any combination, at
its option, of the following actions:
M) re-designate Producer Capacity and corresponding State Capacity among
Properties for an Alcan Element by amending the affected Capacity Notices,
transferring the primary receipt points, and if necessary, completing a Capacity
transaction as follows:
(A) if the Property to which Capacity is transferred has a Forecast
Ratio greater than the Property from which that Capacity was transferred,
the Producer Capacity Holder shall release and the State Capacity Holder

shall acquire at the Effective Rate, subject to the regulatory posting rules,
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an amount of Capacity necessary to make the Takeaway Ratio equal to the
Forecast Ratio associated with each Property; or

(B) if the Property to which Capacity is transferred has a Forecast
Ratio less than the Property from which that Capacity was transferred, the
State Capacity Holder shall release and the Producer Capacity Holder
shall acquire at the Effective Rate, subject to the regulatory posting rules,
an amount of Capacity necessary to make the Takeaway Ratio equal to the
Forecast Ratio associated with each Property;

release Capacity or other firm capacity which the State Capacity Holder

shall acquire at the Effective Rate, subject to the regulatory posting rules;

(iii)

acquire:

(A)  Capacity or other firm capacity on its own behalf, and release a
portion of that Capacity or other firm capacity to the State Capacity
Holder under the same terms and conditions as that Capacity or other firm
capacity was acquired, subject to the regulatory posting rules; or

(B) Capacity, other firm capacity, or other capacity on the Sate
Capacity Holder’ s behalf in the Sate Capacity Holder’s name, and at the
Sate Capacity Holder’s sole risk and sole cost, under the same terms and
conditions as that Capacity, other firm capacity or other capacity was
acquired, subject to regulatory posting rules, provided any other capacity
is acquired proportionately for both the State Capacity Holder and the

Producer Capacity Holder;
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(iv)  perform other action to satisfy the Sate Shortage as may be mutually
agreed between the Producer Capacity Holder and State Capacity Holder; or
(V) only if the actions under Article 10.2(a)(i)-(iv) do not eliminate the Sate
Shortage, the Producer Capacity Holder shall, at its option, through any
combination:
(A)  purchase a Quantity or Volume of Additional Associated State Gas
from the Sate Capacity Holder sufficient to eliminate the State Shortage
at the AECO Price, less the Alaska to Alberta Tariff; or
(B)  coordinate with its Producer to reduce the amount of delivered
Gas.

(b) Mechanism for Satisfying State Shortage. A Producer Capacity Holder affiliated

with a Producer seeking to deliver Additional Associated State Gas under Article 10.2(a)
shall provide Notice to the Sate Capacity Holder at least sixty (60) Days before the
period for which deliveries are anticipated to begin, identifying the expected rate of
Additional Associated State Gas deliveries (“Additional Gas Notice’). If the Sate
Capacity Holder has insufficient Capacity to transport or treat any portion of the
Additional Associated State Gas, the Sate Capacity Holder shall provide Notice to the
Producer Capacity Holder within seven (7) Days after the Additional Gas Notice of its
Sate Shortage. Upon receipt of that Notice, the Producer Capacity Holder shall satisfy
any State Shortage as provided in Article 10.2(a).

(c) Amended Capacity Notice following Satisfaction of State Shortage. Within ninety

(90) Days after satisfying the Sate Shortage, the Producer Capacity Holder shall issue
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the State Capacity Holder an amended Capacity Notice that identifies and adjusts for

any:

) Capacity re-designated under Article 10.2(a)(i);

(i) Capacity released and acquired under Article 10.2(a)(ii);

(ili)  Capacity acquired under Article 10.2(a)(iii);

(iv)  amount of State Shortage otherwise provided for under Article 10.2(a)(iv);
and

(V) amount of State Shortage equivalent to the Quantity or Volume of Gas

purchased under Article 10.2(a)(v).

10.3 Excess State Capacity.

@

Producer Capacity Holder Obligation to Reduce Excess State Capacity.

(1) Sharing in Third Party Gas Purchases. If a Producer Capacity Holder

seeks to purchase unaffiliated Gas for a duration of greater than a Calendar
Month on the ANS to ship on Producer Capacity Holder's Excess Property
Capacity, it shal offer the State Capacity Holder the opportunity to participate in
the transaction by providing it with arange of target terms, conditions and pricing
for that Gas (“ Purchase Range”).

(i)  Sharing in Capacity Release. If a Producer Capacity Holder seeks to

release a portion of that Producer Capacity Holder’'s Excess Property Capacity
for a duration of greater than a Calendar Month (“Producer Portion”), it shall
offer the State Capacity Holder the opportunity to release a portion of the State

Capacity Holder’s Excess Property Capacity by providing the Sate Capacity
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Holder with a range of terms, conditions and pricing for the Producer Portion to
be posted or proposed for release on that Alcan Element (“ Capacity Range”).

(b) Transaction Notice. The Producer Capacity Holder shall provide Notice to the

Sate Capacity Holder of any transaction sought under Articles 10.3(a)(i) or 10.3(a)(ii)
(“ Transaction Notice”), which must include:

M) the transaction’ s range of acceptable pricing, terms and conditions; and

(i) any other information that Producer Capacity Holder deems appropriate.

(© State Capacity Holder Option to Participate in Transaction. Within three (3)

Business Days of a Producer Capacity Holder’s Transaction Notice, the State Capacity
Holder shall provide Notice to that Producer Capacity Holder that it either accepts or
regjects the offered transaction. If the State Capacity Holder:
(1) accepts the Purchase Range, and if the Producer Capacity Holder closes
the transaction within the Purchase Range, the Producer Capacity Holder shall
purchase the State Capacity Holder’s Sate Capacity Share of Gas in the Sate's
name, and at the State’ s sole cost and expense; or
(i) accepts the Capacity Range and provides completed documents sufficient
to support the execution of the release of the Capacity, the Producer Capacity
Holder shall include the State Capacity Holder’s State Capacity Share of the
Producer Portion for that Alcan Element in the Capacity to be posted or proposed
for release.
If the Sate Capacity Holder does not respond to a Transaction Notice within three (3)

Business Days, the Sate Capacity Holder is deemed to have accepted the offered
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transaction. Any transaction with the State Capacity Holder must be on the same or

substantially similar terms and conditions as obtained by the Producer Capacity Holder.

(d)

(€)

Termination.

M) If the State Capacity Holder regects an offer under Article 10.3(c), that
Producer Capacity Holder’s obligations under Articles 10.1, 10.2, 10.3, and 10.4
terminate.

(i) If the State Capacity Holder breaches its obligation to maintain
confidentiality under Articles 10.3(f), the affected Producer Capacity Holder may
terminate its obligations under Articles 10.1, 10.2, 10.3, and 10.4 by providing
Notice. If the State Capacity Holder disputes the Notice, it may issue a Notice of
Dispute. The Dispute shall be resolved under Article 26, except that Parties are
not required to exhaust the amicable resolution process under Exhibit C.2. The
affected Parties remain bound by the provisions of Articles 10.1, 10.2, and 10.4,
but not Article 10.3, while the Dispute is pending. If the Tribunal finds that there
was a breach that was material or persistent, the provisions of Articles 10.1, 10.2,
10.3, and 10.4 terminate with respect to that Producer Capacity Holder.

No Dispute. Except in the case of fraud, the State Capacity Holder may not

challenge the Producer Capacity Holder’s purpose in entering into a Gas purchase or

Producer Capacity release, or the terms or conditions of a Gas purchase or Producer

Capacity release as a Dispute under Article 26, in any administrative proceeding or court

of law.

(f)

Confidentiality of Transaction Information.  The following are deemed

Confidential Information under Article 29.1:
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(1) any written or verbal communications or information between a Producer
Capacity Holder and the State Capacity Holder regarding a potential transaction
under Article 10.3;
(i) the Transaction Notice itself and information in it; or
(iii)  any written or verbal communications about the Transaction Notice itself,
or information in it.
Despite the provisions of Article 29.3, the State Capacity Holder shall not disclose
information and communications identified in Article 10 or Derivative Materials relating
to them to any other Representative of the Sate.

(9 Amended Capacity Notice. Within ten (10) Days after releasing Excess Property

Capacity, the Producer Capacity Holder shall issue the Sate Capacity Holder an
amended Capacity Notice that identifies and adjusts for any Excess Property Capacity

released under Article 10.3.

10.4 Put Capacity. In addition to the rights, privileges and obligations under Article 10.3,
each Producer Capacity Holder and the State Capacity Holder shall manage excess Sate
Capacity under Article 10.4.
@ Notices. Beginning at the Commencement of Commercial Operations and each
Calendar Month thereafter, each Producer Capacity Holder shall provide Notice (“Ratio
Notice") to the Sate Capacity Holder of the Takeaway Ratio and the Forecast Ratio for
each Alcan Element by Property. Each Producer Capacity Holder shall provide the
Ratio Notice within three (3) Business Days after it receives the Forecast Producer Gas

and Forecast Associated State Gas from al Property operators.
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(b) State Obligation to Put Capacity. If, for a Property, the Takeaway Ratio is greater

than the Forecast Ratio as shown on the current Ratio Notice, then each Producer
Capacity Holder, whose Producer Affiliate has an interest in the Property, shall acquire
from the Sate Capacity Holder and the Sate Capacity Holder shall release its
Producer’s proportional share of the Sate Put Capacity at the Effective Rate. If required,
the Sate Capacity Holder shall post the pre-arranged release on the Alcan Element
bulletin board within one (1) Business Day after receiving the Ratio Notice.

(© Producer Obligation to Put Capacity. If, for a Property, the Takeaway Ratio is

less than the Forecast Ratio as shown on the current Ratio Notice, then the State Capacity
Holder shall acquire and the Producer Capacity Holder shall release its Producer’s
Producer Put Capacity at the Effective Rate. If required, each Producer Capacity Holder
shall post the pre-arranged release on the Alcan Element bulletin board within one (1)
Business Day after issuing the Ratio Notice to the State.

(d) Long-term and Permanent Puts. |If a Producer re-designates Capacity from one

Property to another for an Alcan Element under a long-term plan, such that the Forecast
Ratios change resulting in a new obligation to put Capacity on a consistent basis, the
Parties shall execute arelease and acquisition of Capacity for aterm commensurate with
the long-term plan. The release and acquisition must be either at the Effective Rate or at a
rate otherwise agreed by the Parties.

(e Conditions of Obligation.

(1) No Obligation. If the Takeaway Ratio equals the Forecast Ratio for an
Alcan Element, then no Party has any obligation, right or privilege under Articles

10.4(b) or 10.4(c) for that element.
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(i)  Agreed Suspension. The Sate Capacity Holder and any Producer

Capacity Holder may mutually agree to suspend Article 10.4.

(i)  Threshold Suspension. If the amount of State Put Capacity or the amount

of Producer Put Capacity is less than ten thousand (10,000) MMBTU per Day or
equivalent Volume for an Alcan Element, the obligations, rights and privilegesin
Articles 10.4(b) and 10.4(c) are suspended for that element.

(iv)  Third Party Purchase of Put Capacity. If a third party agrees to pay the

Effective Rate or more for either State Put Capacity or Producer Put Capacity
under any applicable posting or other bidding procedure, then the obligation to
acquire Capacity under either Article 10.4(b) or Article 10.4(c) is satisfied for the
amount of Capacity purchased by the third party, unless the State Capacity
Holder or Producer Capacity Holder agreesto exceed that third party rate.

Example Calculations. An example calculation for the put Capacity method is

shown in Exhibit F.

10.5 Imbalances. The provisions of Articles 10.2, 10.3, and 10.4 do not address minor and

temporary field imbalances (“Minor Imbalances’). If a Producer has entered into a GBA for a

Property, that Producer shal offer the State Gas balancing terms that are the same or

substantially similar to those in the GBA. The State may manage its Minor Imbalances through

the:

@
(b)

mechanisms provided under the Gas balancing terms;

release or acquisition of capacity, provided the transaction does not extend

beyond a Calendar Month;
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(c) purchase or sale of Gas, provided the transaction does not extend beyond a
Calendar Month;
(d) Alcan Element balancing agreements; and

(e other commercial transactions that do not extend beyond a Calendar Month.

10.6 Other Amended Capacity Notice. The Producer Capacity Holder must submit to the
Sate an amended Capacity Notice within ninety (90) Days after any change in Producer

Upstream Sales Gas or other action that would change the current Capacity Notice.

10.7 Information. To the extent a Producer Capacity Holder receives, from either (a) an
operator of a Property or (b) the Producer Capacity Holder’s Producer, information related to
expected deliveries of State Gas from each Property from which Producer Gas deliveries are to
be made to the Project, the Producer Capacity Holder shall promptly provide that information
by facsimile or other electronic transmission, or oral communication to the State Capacity
Holder. In addition, to the extent a Producer Capacity Holder’s Producer receives production
forecast information from an operator of a Property related to expected deliveries of Gas that
would materially impact its Producer Capacity Holder’s Capacity, that Producer Capacity
Holder’s Producer shall promptly provide that information by facsimile or other electronic

transmission, or oral communication to the State Capacity Holder.

10.8 Term and Termination. The provisions of Articles 10.1, 10.2, 10.3, and 10.4 are

effective for the Term. A Producer Capacity Holder’s obligations under Article 10.1, 10.2, 10.3,

and 10.4 terminate if the:
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@ FERC, NEB, U.S. Department of Justice or a court finds that any provision of
Articles 10.1, 10.2, 10.3, or 10.4 is contrary to Law. In the event of termination because
a provision of Articles 10.1, 10.2, 10.3, or 10.4 is found to be contrary to a Law, the
Parties will negotiate in good faith in an attempt to develop a mutualy acceptable
aternative provision that remedies the defect. The failure to reach agreement on
aternative provisions to remedy the defect does not constitute a Dispute unless the
Producer Capacity Holder or the Sate Capacity believes the other Party is not
negotiating in good faith. Under a Dispute related to good faith negotiations, the
Tribunal may neither impose an alternative provision on a Party nor make an Award of
damages, but may order that Party to negotiate in good faith.
(b) Sate Capacity Holder gives Notice to the Producer Capacity Holders that it
desires to terminate the provisions;
(c) Sate Capacity Holder acquires State Capacity:
M) under Article 10.1(c);
(i) from a Person, other than by acquisition under Article 10.5 or by
acquisition from a Producer Capacity Holder under Article 10.2; or
(iii)  under Article 10.1(b) or Article 10.2 and the State Capacity Holder
transfers that acquired Sate Capacity to a Person, other than a transfer under
Articles 10.3, 10.4, or 10.5;
(d) Sate Capacity Holder purchases Gas on the ANS from a Person, other than a
purchase under Articles 10.3 or 10.5;
(e Sate Capacity Holder sells Gas on the ANS, other than asale:

M) of Sate Upstream Sales Gas under Article 10.1(a)(ii)(B),
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(i)~ for Minor Imbalances under Article 10.5, or

(i)  toaProducer Capacity Holder under Article 10.2; or
() Sate Capacity Holder allocates the Quantity of 1n-State Capacity among the
Producer Capacity Holders disproportionately to their respective affiliated Producers

Working Interests in the Prudhoe Bay Unit.

10.9 Limitation on Remedies and Damages. The Sate is not required to compensate any
Producer Capacity Holder for facilitating the State Capacity Holder’s acquisition of State
Capacity. Accordingly, the terms of Article 10 have been negotiated in consideration of the
Sate’'s agreement to limit its remedies and damages relating to Article 10.
@ Damages. Except in the case of fraud, a Producer or Producer Capacity Holder
is not liable to the Sate for any Loss arising out of or relating to a Producer Capacity
Holder’s performance or failure to perform any obligation under Article 10. In the case
of fraud, a Producer or Producer Capacity Holder may be liable to the Sate for its Loss.

(b) Exclusve Remedy. If a Producer or Producer Capacity Holder breaches its

obligations under Article 10 the State may issue a Notice of Dispute and seek an Award
of specific performance from the Tribunal. Except as provided in Article 10.9(a), the

Sate' sright to seek specific performance isits exclusive remedy.

10.10 Indemnification. At all times after the Effective Date, the Sate shall indemnify, hold
harmless, and defend each Producer and Producer Capacity Holder against any Loss arising out
of or resulting from a Producer Capacity Holder’'s performance of or failure to perform an

obligation under Article 10, except in the case of fraud.
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10.11 Comply with Law. In performing under this Contract, the Producer Capacity Holders

and State Capacity Holder shall comply with all applicable requirements of FERC’ s Standards of

Conduct, 18 C.F.R. Part 358 (2005).

PART D - FISCAL TERMS

ARTICLE 11 - FISCAL STABILITY

11.1 Fiscal Stability.

@

Satisfaction of Participant Obligations.

M) Royalty Obligations. By making the Royalty payments under Article 12,

each Producer and its Affiliates satisfy their entire Royalty obligation on Royalty
Bearing Gas.

(i) Tax Obligations. By making the payments provided in Articles 11

through 19, the Project, the Properties and each Participant and its Affiliates, and
their interests having nexus with Alaska (collectively, “Participant’s Interests’)
are exempt from, and those payments are in lieu of, any Tax on their oil and gas
related business activity in Alaska, except for any:

(A)  Capped Tax under the Fiscal Sability Cap;

(B) Fixed Payable Tax under Article 11.4;

(C©) ol and gas production tax or surcharge on the development,

extraction or production of natural resources (“Extraction”), other than the
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Extraction from a Property;

(D)  oil production tax or surcharge on the Extraction of oil from a
Property after the expiration of the Term for PPT PILT Payments under
Article 3.2 and Article 14.2;

(E) property tax or ad valorem tax on an Oil Pipeline after the
expiration of the Term for Payments in Lieu of Oil Pipeline Ad Valorem
Taxes under Article 3.2 and Article 17.9; and

(F) CIT, as provided under Article 19.9(b)(ii), if the one-time election

under Article 19.9(a) has been made.

Covenant. In consideration of the obligations of each Participant under this

Contract, the State is exercising authority granted under Article IX, Sections 1 and 4 of

the Alaska Constitution and Law to encourage new investment to develop Alaska's Gas

resources by establishing fiscal terms for each Participant’s Interests in advance with as

much certainty as the Law allows. As such, the Parties do not intend that the State or

Political Subdivisions surrender their taxing powers under the Alaska Constitution. The

Parties recognize that in the future, the Sate s fiscal regime may change, including Taxes

on oil and gas related business activity in general. However, recognizing the immense

costs, scope and complexity of the Project, and the opportunities and benefits that accrue

to the Sate through the Participant’s performance of their obligations under the

Contract, including:

work commitments under Article 5;

monetary payments under Articles 11 through 19 and Article 22;
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(ili)  the opportunity to serve in-state needs through access to Sate Gas under

Articles 12 and 13, and through mileage-sensitive in-state service and Offtake

Point provisions under Article9;

(iv)  Capacity management provisions to facilitate transportation of State Gas

under Article 10;

(v) access to the Project for explorers and other third parties under Article 8;

(vi) Sate-initiated expansion under Article 8;

(vii) State ownership in the Project under Article 7,

(viii) opportunities for training, Alaska hire and Alaska businesses under Article

6; and

(ix)  other Participant’s obligations under the Contract,
the Sate covenants to provide fiscal certainty for each Participant’s Interests on its oil
and gas related business activity in Alaska for the Term. The Parties recognize that
successful development of Gas resources requires additional investment in Facilities that
will produce both Gas and oil. To make the long-term investments necessary to develop
Gas resources requires confidence that investment in, and the economic production of, ail
can continue in order to underpin economic Gas production. Therefore, changesin Taxes
on a Participant’s Interests on its oil and gas related business activity in Alaska may
affect the stable fiscal regime that the State has promised under this Contract.
Accordingly, as recognized in the Recitals and provided elsewhere in this Contract and
consistent with Article 1X, Sections 1 and 4 of the Alaska Constitution, the State is
temporarily contracting away for the Term its power to impose any new Taxes, or change

any existing Taxes, that apply to each Participant’s Interests on its oil and gas related
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business activity in Alaska, except for Capped Taxes under the Fiscal Sability Cap, and

Fixed Payable Taxes under Article 11.4. Through the terms of this Contract, including

exemptions, reimbursements and a Participant’s right to recoup and offset payments, the

Sate covenants to protect each Participant’s Interests on its oil and gas related business

activity in Alaska, thereby creating a binding and stable fiscal regime for the Term.

Taxes Levied by and Payable to the State.

@

Paid and Not Subject to Reimbursement. Each Participant shall pay and is not

exempt from any:

(b)

M) portion of Total Capped Taxes imposed by the Sate less than or equal to
the amount of the Fiscal Stability Cap; or

(i) Fixed Payable Tax imposed by the Sate, except for a Fixed Payable Tax
Increment under Article 11.4(a);

(i) ol and gas production tax or surcharge on Extraction, other than
Extraction from a Property;

(iv)  oil production tax or surcharge on Extraction of oil from a Property after
the expiration of the Term under Article 3.2 and Article 14.2;

(v) property tax or ad valorem tax on an Oil Pipeline after the expiration of
the Term under Article 3.2 and Article 17.9; and

(vi)  SCIT, as provided under Article 19.9(b)(ii), if the one-time €election under
Article 19.9(a) has been made.

Exempt from any Payment Obligation. Each Participant is exempt from all Taxes

levied by the State on their oil and gas related business activities in Alaska, except for
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11.3

those Taxes identified in Article 11.2(a). A Participant may exercise its exemptions
under Article 11.2(a) by withholding payment to the State. A Participant may also
exercise its exemptions by paying the Tax and obtaining reimbursement from the Sate

under Article 22.

Taxes Levied by and Payable to a Political Subdivision.

€) Paid and Not Subject to Reimbursement. A Participant shall pay and is not

exempt from any:
(1) portion of Total Capped Taxes less than or equal to the amount of the
Fiscal Sability Cap; or
(i) Fixed Payable Tax, except for a Fixed Payable Tax Increment under
Article 11.4(a),

levied by aPolitical Subdivision.

(b) Exempt from any Payment Obligation. Each Participant is exempt from any:

M) Restricted Tax; or
(i) portion of the cumulative annua total of all Other Taxes on that
Participant’s Interests greater than the amount of ten million Dollars
($10,000,000) inflated under Article 36.1(a),
levied by a Political Subdivision on their oil and gas related business activities in Alaska,
except for those Taxes identified in Article 11.3(a). A Participant may exercise its
exemptions under Article 11.3(b) by withholding payment to the Political Subdivision
after Notice to the State or paying the Tax to the Political Subdivision and obtaining

reimbursement from the Sate under Article 22.
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(c) Exempt, but Paid and Subject to Reimbursement. Except as provided under

Article 11.3(a) and (b), a Participant is exempt from any:
(1) portion of Total Capped Taxes greater than the amount of the Fiscal
Sability Cap;
(i) Fixed Payable Tax Increment under Article 11.4(a);
(ili)  Reimbursable Property Tax;
(iv)  Targeted Tax; or
(v) portion of the cumulative annual total of all Other Taxes, for that
Participant’s Interests less than or equal to the amount of ten million Dollars
($10,000,000) inflated under Article 36.1(a),
levied by a Political Subdivision on their oil and gas related business activities in Alaska.
A Participant may exercise its exemptions under Article 11.3(c) only by paying the Tax

to the Political Subdivision and obtaining reimbursement from the State under Article 22.

114 Fixed Payable Tax Increments Subject to Reimbur sement.

@ Fixed Payable Tax Increment. If

(1) aVessel Tax for which a Participant or its Affiliate is directly or indirectly
liable is changed in rate or application, including a change in valuation method,
from the Vessel Tax asit read on October 1, 2005, asit is or may be modified and
applied by:

(A) afina judicial decision resulting from or arising out of the case

"Polar Tankers, Inc. v. City of Valdez, 3AN-00-9665 Civil" or “Crowley
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Marine Services, Inc. v. City of Vadez, 3AN-04-13039” Civil”, or any
other related judicial action; or
(B) that Participant’sor its Affiliate's settlement agreement, including
an agreement with the City of Valdez arising out of the cases in Article
11.4(a)(i)(A) (“ Settlement Agreement”), which applies to this Contract for
the term of the Settlement Agreement, and, if that Participant elects, which
appliesto this Contract for the Term,
unless the Vessel Tax becomes zero under Article 11.4(b), or
(i) any other Fixed Payable Tax or a Contractor Fixed Payable ANS Property
Tax is changed in rate or application, including a change in valuation method,
after October 1, 2005 other than a change in mill rate under Article 11.4(d),
then that Participant shall calculate a Fixed Payable Tax increment (“Fixed Payable Tax
Increment”) as provided under Article 11.4(c).

(b) Invalidation or Elimination of Vessel Tax. If afinal judicial decision invalidates

or a legidative action eliminates the Vessal Tax, then the amount of the Vessel Tax is
zero, and the Parties are no longer obligated to pay any Fixed Payable Tax Increment

associated with the Vessal Tax.

(c) Fixed Payable Tax Increment. Each Participant shall calculate a Fixed Payable
Tax Increment as:
(1) the amount paid by that Participant, its Affiliate, or a contractor or
subcontractor of that Participant or its Affiliate (*Actual Fixed Payable Tax

Payment”), less
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(i) the amount that would have been paid by that Participant, its Affiliate, or a
contractor or subcontractor of that Participant or its Affiliate under the applicable
Fixed Payable Tax or Contractor Fixed Payable ANS Property Tax had the Tax
not been changed, other than a change under Article 11.4(a)(i)(A) or (B), or
Article 22.4(d) (“ Agreed Fixed Payable Tax Payment”).
If the Fixed Payable Tax Increment is positive, that Participant may obtain
reimbursement under Article 22. If the Fixed Payable Tax Increment is negative, that
Participant shall pay the absolute value of the Fixed Payable Tax Increment under
Article 22.

(d)  Changes in Mill Rate. If the combined mill rate for the Sate and Political

Subdivision does not exceed twenty (20) mills, a change in a mill rate does not create a
Fixed Payable Tax Increment. |If the combined mill rate exceeds twenty (20) mills, then
the increment above twenty (20) mills is used in the calculation of a Fixed Payable Tax

| ncrement.

11.5 Non-Participant Reimbursable Tax. Persona income and withholding tax, or SCIT
paid by a contractor or subcontractor is not a Participant obligation. However, if one or both of
these taxes

@ isnot of general application;

(b) unlawfully discriminates against the Project-related business activity of the

Participants, or their Affiliates, Contractors, or Subcontractors; and

(c) resultsin Loss to a Participant,

that Participant may obtain reimbursement from the State for the Loss under Article 22.
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11.6 Time Limitations. A Participant may not initiate reimbursement under Article 22 of a
payment in Article 11.2 or 11.3 after the end of the second (2™) Calendar Year following the
Calendar Year in which a Participant makes the payment, except as the result of an audit or

resolution of a Dispute.

11.7 Targeted Tax Audit. For purposes of determining whether a Tax is a Targeted Tax, a
Participant may request an audit of the relevant records of the State or a Political Subdivision by
giving Notice to the Sate. The Participant shall propose a list of at least three (3) qualified third
party auditors, and the Sate shall select the auditor from that list. The Sate shall cooperate with
the affected Participant in designing the audit scope and plan. If the Tax is determined
ultimately to be a Targeted Tax, the Sate shall pay the costs of the third party auditor. If the Tax
is determined ultimately to not be a Targeted Tax, the Participant requesting the audit shall pay
the costs of the third party auditor. The third party auditor may not reveal confidential taxpayer

information.

11.8 Affiliates. Whenever a Participant is exempt from the payment of a Tax, a Participant’s
Interests are also exempt from the payment of that Tax. Whenever an Affiliate of a Participant

pays a Tax, the Participant is deemed to have made the payment.
11.9 Certification of Exemption. The Commissioner shall provide a Participant or its

Affiliates with a direct pay process, exemption certificate, or other documentation (*“Exemption

Certificate”) to facilitate an exemption from a State Tax. The Commissioner may issue an
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Exemption Certificate on his own initiative or a Participant may request an Exemption
Certificate by providing Notice to the Sate, together with documentation supporting the request.
If the Commissioner fails to either grant or deny a request for an Exemption Certificate within
thirty (30) Days after the Notice, the request is deemed granted and the Commissioner shall
provide the Exemption Certificate. In resolving a Dispute regarding entitlement to an Exemption
Certificate, the Tribunal shall give no deference to whether or not the State issued the Exemption

Certificate.

11.10 Non-Participant Taxes.

@ Taxes Related to the Project. Contractors and Subcontractors receive no Tax

exemption under this Contract. However, they may use an Exemption Certificate
obtained directly or through a Participant or provided to a Participant, Contractor, or
Subcontractor under Article 11 to the extent the certificate is used on behalf of the
Participant or its Affiliate in association with the Project. If a Contractor or
Subcontractor pays a Tax relating to the Project and bills that Tax to a Participant or its
Affiliate, that Participant or its Affiliate is deemed to have made the payment.

(b) Taxes Related to the Properties. A Participant’s or its Affiliate’s contractors and

subcontractors receive no Tax exemption under this Contract. However, they may use an
Exemption Certificate obtained directly or through a Participant or provided to a
Participant, contractor, or subcontractor under Article 11 to the extent the certificate is
used on behalf of the Participant or its Affiliate in association with the Properties. If a
Participant’s or its Affiliate’'s contractor or subcontractor pays a Tax relating to the

Properties and bills that Tax to a Participant or its Affiliate, that Participant or its
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Affiliate is deemed to have made the payment.

1111 Interest. Amounts paid or reimbursed under Article 11 are subject to Interest. To
calculate Interest under Article 11, Taxes paid in a Calendar Month are deemed paid on the

fifteenth (15™) Day of that month.

11.12 Disputesand Audits.

@ Disputes and Audits. An audit, dispute, matter, controversy or claim between a

Participant and a Political Subdivision regarding taxability, valuation, or the amount of a
Tax levied by that Political Subdivision is not governed by this Contract. Except for the
items listed in Exhibit B.3(a)(iii) and (iv), all audits, disputes, matters, controversies or
clams regarding Taxes, including the character of a Tax under this Contract, the right to
an exemption, the right to reimbursement or to recoup or offset that Tax, or the amount
eligible for reimbursement, recoupment or offset are matters of Contract interpretation
and are subject to Articles 25 or 26.

(b) Defense of Political Subdivision Tax. If the Sate disagrees with the amount of a

Tax levied on a Participant by a Political Subdivision or the amount of a Contractor
Fixed Payable ANS Property Tax levied on a Participant’s or its Affiliate’ s contractor or
subcontractor (“Political Subdivision Tax”), the Sate shall provide Notice to the
Participant. Upon receipt of the Notice, the Participant shall either defend against the
Political Subdivision Tax or request that the Sate defend and indemnify the Participant
under Article 21.3. If the Participant elects to defend, the State may seek to join in the

defense and the Participant shall grant that authority if paying the Tax would result in a
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reimbursement by the State. If the State defends against the Political Subdivision Tax,
then:

(1) the defense against the Tax under Law is at the State’ s expense; and

(i)  theParticipant shall cooperate with the State in that defense.
The amount ultimately paid by a Participant, including any amount paid by the State on
behalf of that Participant, to a Political Subdivision for a Political Subdivision Tax is
deemed final and correct under this Contract and is not subject to a Dispute between the

Sate and the Participant.

(c) Tribunal Instructions. A Tribunal may not give any deference to any findings,
decision, including a court decision, or position by or applicable to a Political

Subdivision.

ARTICLE 12- ROYALTY PAYMENTS

Method of Royalty Payment.

@ Before Commencement of Commercial Operations. Before Commencement of

Commercial Operations, a Producer shall pay Royalty (“Royaty Payments’) as
described in Article 12.1(a). For Properties included in Exhibit D, a Producer shall
make its Royalty Payment as follows:

() Fixed Royalties.
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(A) Delivered to a Midstream Element. For all Royalty Bearing Gas

that is delivered to a Delivery Point into a Midstream Element, the Sate
shall receiveits entire Fixed Royalty in kind if:
@ a Producer in the producing Property is injecting Royalty
Bearing Gas into another Property; and
2 that Producer includes provisions in its Gas injection
agreement that treat Royalty Gas in the same manner as that

Producer’ s Royalty Bearing Gas is treated.

(B)  Not Delivered to a Midstream Element. For all Royalty Bearing
Gas that is delivered to a Delivery Point but not to a Midstream Element,
the Sate shall receive its entire Fixed Royalty as provided in the
applicable lease or other agreementsin effect on October 1, 2005.

Incremental Royalties. For al Royalty Bearing Gas that is delivered to a

Delivery Point, the Sate shall receive its entire Incremental Royalty as provided

in either Article 12.2(b) or 12.2(c) as applicable.

(iii)

Line Pack. For al Royalty Bearing Gas that is delivered by a Producer to

the Mainline, the GTP, or a Gas Transmission Pipeline for line pack the Sate

shall receiveits entire Fixed Royalty in value calculated as follows:

(A) the actual proceeds received by that Producer from each
transaction for the Volume of Royalty Bearing Gas delivered to one of the
above Midstream Elements as line pack;

(B)  multiplied by the Fixed Royalty share for the Property from which

that Gas originated.
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No Party may initiate a Dispute over the terms of a line pack transaction, if the
transaction is consistent with FERC policy.

(b) After Commencement of Commercial Operations. After Commencement of

Commercial Operations, a Producer shall make its Royalty Payments as described in
Article 12.1(b).

(1) Fixed Royalty in Kind. For all Royalty Bearing Gas that is delivered to a

Delivery Point, a Producer shall make its Fixed Royalty payment and the Sate
shall receive its entire Fixed Royalty in kind at the Delivery Point into a
Midstream Element.

(i) Incremental Royalties. For al Royalty Bearing Gas that is delivered to a

Delivery Point, the Sate shall receive its entire Incremental Royalty as provided
in Article 12.2(b) or 12.2(c), as applicable.

(iti)  Limit on Non-Project Gas. If the total Volume of Royalty Bearing Gas

delivered into the Mainline by a Producer in each month for twelve (12)
consecutive months, excluding any period of suspension permitted under Article
35, is less than ninety-five percent (95%) of the total Volume of Royalty Bearing
Gas that was delivered by that Producer to all Delivery Points excluding the
Volume of Impurities, fuel and losses associated with that Gas had all that Gas
been delivered to the Mainline (“Theoretical Royalty Volume”), for each of those
months, the State may make a one-time election under this Article. Within three
(3) years after the Commencement of Commercial Operations, the Parties shall

jointly develop a method for estimating Theoretical Royalty Volume. For the
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Royalty Gas associated with that Producer’s Royalty Bearing Gas that is not
delivered to the Mainline, the State may:
(A)  continueto take Royalty in kind;
(B) take Royalty under that applicable lease, Unit, or settlement
agreement in effect on October 1, 2005; or
(C©)  make other mutually agreeable arrangements with the Producer.
The election:
Q) must be made by Notice to the Producer;
2 must specify an effective date for the election, which must be the
first Day of a Calendar Month at least forty-five (45) Days after the
effective date of the Notice; and

(©)) must specify those deliveries that are covered by the election.

12.2 State'sRoyalty Share.

@ Fixed Royaty Rate Properties. For al Royalty Bearing Gas under Article

12.1(b), the Sate’'s Royalty is the total Volume of Royalty Bearing Gas delivered to a
Delivery Point multiplied by the applicable Fixed Royalty percentage. The applicable
Fixed Royalty percentage for a Property is as specified in the applicable lease, Unit, or
settlement agreement for that Property.

(b) Incremental Royalties. For a Property with an Incremental Royalty, a Producer

shall make its Royalty Payment to the Sate based on the method under the applicable
lease, Unit, or settlement agreement, unless that Producer makes the election provided in

Article 12.2(c) for diding scale |eases.
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(© Sliding Scale Leases. Upon Notice by a Producer that it intends to deliver

Royalty Bearing Gas to a Delivery Point from a Property that is subject to adiding scale
Royalty the Producer may elect to satisfy its dliding scale obligation by converting to a
Fixed Royalty percentage obligation for the Term. The conversion must be based on the
average crude oil price for the most recent six (6) month period determined using the
average of the daily high and low month prices for West Texas Intermediate crude oil at
Cushing, Oklahoma as reported by Platt’'s “Oilgram Price Report” Soot Crude Price
Assessment, or a comparable successor organization, or, if none, a mutually agreed
published price for West Texas Intermediate crude oil. The conversion of the dliding
scale Royalty to a Fixed Royalty percentage must be completed within three (3) months
after the Notice, and becomes effective only if deliveries of Royalty Bearing Gas

commence within three hundred sixty-five (365) Days after the Notice.

12.3 One Payment and Example Calculations. A Producer’s Royalty Bearing Gas is
subject to Royalty only once, except later reproduced Impurities are subject to Royalty if they are
indigenous under Article 12.4(c)(ii). Example calculations for determination of Royalty
Payments and conversion of dliding scale obligations to a Fixed Royalty under Article 12.2(c) are

shown in Exhibit F.

12.4 TitleTransfer of Royalty Gas and Disposition of Gasand Impurities.
@ Title Transfer. For each Property, the State shall take delivery of its Royalty Gas,
including any Volume attributable to Impurities, at the Delivery Point into the Midstream

Element immediately downstream of that Property. The Sate shall take full ownership,
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title, financial responsibility, and risk of loss for its Royalty Gas at the applicable

Delivery Point in its then current composition, condition, or quality.

(b)

Disposition of Gas. The Sate shall make necessary arrangements and pay for the

transportation, tendering, treating, processing, marketing, sales, uses or dispositions

(“Disposition”) of Royalty Gas as it is delivered. Upon delivery of Gas to a Delivery

Point, the following principles apply in making any arrangements for the Disposition of a

Party’s Gas.

(©)

M) All Parties have the same rights, privileges and obligations regarding their
Gas,

(i) A Party may not unreasonably interfere with any other Party’s Disposition
of Gas, nor require another Party to install special Facilities to handle Gas; and
(i) A Party may authorize a Person to act on its behalf regarding its rights,
privileges and obligations under this Article 12. The Party, however, is directly
liable to the other Parties for any defect or failure of performance by that Person.

Disposition of Impurities.

(1) Each Party is responsible for the removal, dehydration, compression and
disposal of Impuritiesin its Gas.
(i) For purposes of determining the State’s obligation to a Participant or a
Participant’s obligation to the State regarding title to Impurities, whether initially
produced or subsequently reproduced, Impurities that are Disposed of in a
Disposal Property are treated either:

(A) as indigenous to that Disposal Property for Impurities that

originate from that Disposal Property; or
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(B) in the same manner as the Producers who are Working Interest
owners of the Disposal Property treat Impurities that do not originate

from that Disposal Property.

ARTICLE 13- TAX BEARING GASPAYMENT

13.1 Tax Bearing Gas Payment.

@ Before Commencement of Commercial Operations. Before Commencement of

Commercial Operations, a Producer shall make a payment to the State for each Property
as described in Articles 13.1 through 13.8 (* Tax Bearing Gas Payment”):

(1) Delivered to a Midstream Element. For al Tax Bearing Gas that is

delivered to a Delivery Point into a Midstream Element, consistent with the
Sate's election under Article 13.6, the State shall receive its entire Tax Bearing
Gas Payment as Tax Gas in lieu of a cash payment if:
(A)  aProducer in the producing Property isinjecting Tax Bearing Gas
into another Property; and
(B)  that Producer includes provisions in its Gas injection agreement
that treat Tax Gas in the same manner as that Producer’s Tax Bearing Gas
istreated.

(i) Not Delivered to a Midstream Element. For all Tax Bearing Gas that is

delivered to a Delivery Point, but not to a Midstream Element, the State shall

receive its Tax Bearing Gas Payment as provided under Article 14 and Exhibit P.
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(@iii)  Line Pack. For all Tax Bearing Gas that is delivered by a Producer to the
Mainline, the GTP, or a Gas Transmission Pipeline for line pack, the State shall
receive its entire Tax Bearing Gas Payment calculated as follows:
(A) the actua proceeds received by that Producer from each
transaction for the Volume of Tax Bearing Gas delivered to one of the
above Midstream Elements as line pack;
(B) multiplied by the Tax Bearing Gas Percentage for the Property
from which that Gas originated.
No Party may initiate a Dispute over the terms of a line pack transaction, if the
transaction is consistent with FERC policy.

After the Commencement of Commercia Operations. After Commencement of

Commercial Operations, a Producer shall make its Tax Bearing Gas Payments as

described in Article 13.1(b).

(1) Payment Method. For all Tax Bearing Gas that is delivered to a Delivery

Point, a Producer shall make its Tax Bearing Gas Payments to the Sate as
determined under Articles 13.1 through 13.8. Consistent with the Sate's election
under Article 13.6, the State shall receive its entire Tax Gas at the Delivery Point
into a Midstream Element.

(i) Limit on Non-Project Gas. If the total Volume of Tax Bearing Gas

delivered into the Mainline by a Producer in each month for twelve (12)
consecutive months, excluding any period of suspension permitted under Article
35, isless than ninety-five percent (95%) of the total Volume of Tax Bearing Gas

that was delivered by that Producer to al Delivery Points excluding the Volume
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of Impurities, fuel and losses associated with that Gas had all that Gas been
delivered to the Mainline (“ Theoretical Tax Volume”), for each of those months,
the State may make a one-time election under Article 13.1(b)(ii). Within three (3)
years after the Commencement of Commercial Operations, the Parties shall
jointly develop amethod for estimating Theoretical Tax Volume. For the Tax Gas
associated with that Producer’s Tax Bearing Gas that is not delivered to the

Mainline, the State may:

(A)  continueto take Tax Gasin lieu of a cash payment;

(B) take its Tax Bearing Gas Payment in value as calculated under
Article 13.3;

(C)  treat Tax Gasas provided under Article 14 and Exhibit P; or

(D)  make other mutually agreeable arrangements with the Producer.

The election:

Q) must be made by Notice to the Producer;

2 must specify an effective date for the election, which must be the
first Day of a Calendar Month at least forty-five (45) Days after the
effective date of the Notice; and

(©)) must specify those deliveries that are covered by the election.

13.2 OnePayment. A Producer’s Tax Bearing Gas is subject to a Tax Bearing Gas Payment

only once, except later reproduced Impurities are subject to a Tax Bearing Gas Payment if they

are indigenous under Article 13.8.
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13.3 Calculation of Tax Bearing Gas Payment. The Tax Bearing Gas Payment is a fixed
percentage (“Tax Bearing Gas Percentage’) of the Tax Bearing Gas Value received by each
Producer for its Tax Bearing Gas from a Property as determined below:
@ Tax Bearing Gas Value equals the Volume (MCF) of Tax Bearing Gas measured
at a Delivery Point multiplied by the Heating Value (MMBTU/MCF) measured at that
Delivery Point, with that product then multiplied by the Tax Bearing Gas Price
($MMBTU) applicable to that Delivery Point; and
(b) Tax Bearing Gas Payment equals the Tax Bearing Gas Value determined in

Article 13.3(a) multiplied by the applicable Tax Bearing Gas Percentage.

134 Tax Bearing Gas Percentage. For each Property listed in Exhibit D on the Effective
Date or for a Property added to Exhibit D under Article 31.4, the Tax Bearing Gas Percentage
used to determine the Tax Bearing Gas Payment in Article 13.3(b) is seven and twenty-five

hundredths percent (7.25%).

13.5 Determination of Tax Bearing Gas Price. The Tax Bearing Gas Price is determined
each Calendar Month for each Property and that price equals the AECO Price less the Alaska to

Alberta Tariff applicable to Tax Bearing Gas from the Property (“ Tax Bearing Gas Price”).

13.6 Tax Bearing Gas Election. By executing this Contract, the Sate elects to receive its
Tax Bearing Gas Payment due under Article 13.1(a)(i) and 13.1(b)(i) as a share of each
Producer’s Tax Bearing Gas in lieu of recelving a cash payment. The Sate’s share of Tax

Bearing Gas (“ Tax Gas’) equals a Volume determined by aratio:
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€) the numerator of which is the Tax Bearing Gas Payment divided by the applicable
Tax Bearing Gas Price, and
(b) the denominator of which is the Heating Value of the Tax Gas measured at the
applicable Delivery Point.

Determination of Tax Gas will be performed each Calendar Month, by Producer, for each

Property.

13.7 Example Calculations. Example calculations for determination of the Tax Bearing Gas
Payment, Tax Bearing Gas Value, Tax Bearing Gas Price and Tax Gas under Article 13 are

shown in Exhibit F.

13.8 TitleTransfer of Tax Gas and Disposition of Gas and Impurities.
@ Title Transfer. For each Property, the Sate shall take delivery of its Tax Gas,
including any Volume attributable to Impurities, at the Delivery Point into the Midstream
Element immediately downstream of that Property. The Sate shall take full ownership,
title, financia responsibility, and risk of loss for its Tax Gas at the applicable Delivery
Point in its then current composition, condition, or quality.

(b) Disposition of Gas. The State shall make necessary arrangements and pay for the

Disposition of the Tax Gas as it is delivered. Upon delivery of Tax Bearing Gas to a
Delivery Point, the principles provided in Article 12.4(b) for the Disposition of Gas by a
Party apply with equal force to Disposition of Tax Bearing Gas by a Party.

(© Disposition of Impurities. The provisions in Article 12.4(c) apply with equa

forceto Tax Bearing Gas.
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ARTICLE 14 - PAYMENT IN LIEU OF PRODUCTION TAXES

14.1 Payment in Lieu of Production Taxes. Each Producer shall report and make a payment
to the Sate, or cause that report and payment to be made, on its PPT Production (“PPT PILT
Payment”), as provided under Article 14, Exhibit A, Exhibit P, Exhibit Q, Exhibit R, Exhibit X,
Exhibit Y, and Exhibit Z.

(@) Before Project Sanction. Before Project Sanction, and including the Calendar

Month in which Project Sanction occurs, each Producer shall make, or cause to be made,
its PPT PILT Payment directly to the State and a Producer may not include its PPT PILT
Payment obligation as a Producer Monetary Obligation under Article 22.

(b) After Project Sanction. Commencing the first Calendar Month after Project

Sanction, each Producer shall include its PPT PILT Payment as a Producer Monetary

Obligation under Article 22.1(a)(i)(E).

142 Term of PPT PILT Payment. The provisions of this Contract for the PPT PILT

Payment do not apply after December 31, 2036, unless the State and the Participants mutually

agree to extend them.

14.3 Example Calculation. An example calculation for a Producer’s PPT PILT Payment is

shown in Exhibit F.
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ARTICLE 15-UPSTREAM FACILITIESPAYMENTS

15.1 Upstream Facilities Oil Payment. Annually, each Producer shall make, or cause to be
made, a payment (“Upstream Facilities Oil Payment”) on the Producer’s interests in each
Upstream Facility. The Upstream Facilities Oil Payment equals a Producer’s Barrels of
Hydrocarbon Liquids, including associated royalty Barrels, originating from a Property
measured at the meter where the Barrels are first delivered into any common carrier Oil Pipeline
for delivery to TAPS multiplied by:

@ $0.4960 per Barrd for Prudhoe Bay Unit;

(b)  $0.5000 per 