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available for contemporaneous export to the United States, make available from
Alaska gas transmitted through the Pipeline, gas to meet the needs of remote users
in the Yukon and in the provinces through which the Pipeline passes. Such replacement
gas will be treated as hydrocarbons in transit for purposes of the Agreement between
the Government of Canada and the Government of the United States of America
concerning Transit Pipelines, hereinafter referred to as "the Transit Pipeline Treaty".
The shippers on the Pipeline will not incur any cost for provision of such Alaska gas
except those capital costs arising from the following provisions:

(i) the owner of the Pipeline in the Yukon will make arrangements to provide gas
to the communities of Beaver Creek, Burwash Landing, Destruction Bay, Haines
Junction, Whitehorse, Teslin, Upper Liard and Watson Lake at a total cost to the
owner of the Pipeline not to exceed Canadian $2.5 million;

(ii) the owner of the Pipeline in the Yukon will make arrangements to provide gas
to such other remote communities in the Yukon as may request such gas within
a period of two years following commencement of operation of the Pipeline at a
cost to the owner not to exceed the product of Canadian $2500 and the number of
customers in the communities, to a maximum total cost of Canadian $2.5 million.

4. Financing
(a) It is understood that the construction of the Pipeline will be privately financed. Both

Governments recognize that the companies owning the Pipeline in each country will
have to demonstrate to the satisfaction of the United States or the Canadian
Government, as applicable, that protections against risks of non-completion and
interruption are on a basis acceptable to that Government before proof of financing is
established and construction allowed to begin.

(b) The two Governments recognize the importance of constructing the Pipeline in a timely
way and under effective cost controls. Therefore, the return on the equity investment in
the Pipeline will be based on a variable rate of return for each company owning a
segment of the Pipeline, designed to provide incentives to avoid cost overruns and to
minimize costs consistent with sound pipeline management. The base for the incentive
program used for establishing the appropriate rate of return will be the capital costs
used in measuring cost overruns as set forth in Annex 111.

(c) It is understood that debt instruments issued in connection with the financing of the
Pipeline in Canada will not contain any provision, apart from normal trust indenture
restrictions generally applicable in the pipeline industry, which would prohibit, limit or
inhibit the financing of the construction of the Dempster Line; nor will the variable rate
of return provisions referred to in subparagraph (b) be continued to the detriment Of
financing the Dempster Line.

5. Taxation and Provincial Undertakings

(a) Both Governments reiterate their commitments as set forth in the Transit Pipeline
Treaty with respect to non-discriminatory taxation, and take note of the statements
issued by the Governments of the Provinces of British Columbia. Alberta and
Saskatchewan, attached hereto as Annex V, in which those Governments undertake to
ensure adherence to the provisions of the Transit Pipeline Treaty with respect to non-
interference with throughput and to non-discriminatory treatment with respect to
taxes, fees or other monetary charges on either the Pipeline or throughput.

(b) With respect to the Yukon Property Tax imposed on or for the use of the Pipeline the
following principles apply:


