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E 0F NOTES (JUNE 7, 1944) BETWEEN CANADA AND THEf
[TED STATES 0F AMERICA RECORDING AN AGREEMENT
N4CERNING TUE DISCOVERY AND DEVELOPMENT 0F OIL
LDS IN NORTHWESTERN CANADA,

The United States Ambassador ta Canada'
to the Secret ary of State for Externat Aiffairs of Canada

EMBASSY 0F THE UNITED STATES 0F AMERicA

OTTAWA, CANADA, June 7, 1944.

the honour ta refer ta previous correspondence and specifica'ÙIy, ta
;e fnote of June 27 and 29,1942,* August 14 and 15, 1942,t and

S,1942-J-anuary 13, 19434ý as well as ta recent conversations which
Place with officiais of your Governmnent, ail with regard ta, the Canal

Government, desiring ta, arrange for an early withdrawal f ram
the INorthwest Territories having ta do with discovery and develop-
fields and at the saine time ta provide for an adequate supply of
Present and future military needs, proposes the following, namnely,
~termaînate its contract with the ý;obelDrilling Company for explora-
in the Northwest Territories;' and, (b) modify i ts conitract with
il Limited for the discovery and development of ail fields and the
af ail in accordance with the termns of the letter of intent dated
944, a copy of which is enclosed.

GCvernment of the United States asks the Canadiau Government
the~ proposais set forth above and further to agree: (a) that thë

f~ the Xugust 14-15, 1942, exchange of notes as ta the disposition
ýway-Witehor8e pipeline will apply also ta the gasoline distribution
4tonz Lake and Fairbanks; (b) that after the United States disposes
,sinstallations and facilities of the Canal prajeet as pravided in
'emrents, the owners and/or lessees thereof wUll be grauted adequate
fth ses, riglhts of way, and riparian righits required for satisfactory

41d hat the Canadian Government or its assigns will permit the
lokinstallations, and facilities ta be used, on equitable terins, for

Ition and reflnîng of cruçie petroleum purchased by the UTnited
légrtbwest Territorîes and for the distribution of sucli petroleum
ùuts thereof bh9th within andl withaut the boundaries of Canada;
ex4at r otber t x, or embargo affecting the United Sta.tes Govern-

be lacd uon heexport of ail purchased by the United States
lee iththe erm ofthis note.

teitohe Note of Jume 27 an~d 29, 1042, see Canapda Treatty BS.ai, 1942, NIo. 23.
tttof the Notes of Augtist 14 and 15, 1942, see Canada Treaty Series, 1942, No. 24.
tex ofteNtes of pDeember 28, 1942, andi January 13, 1943, see Carnada Treraty



4. It is understood that nothing in clause (b) in paragraph 3 aboV(
the Government of Canada from charging a f air and non-discrimina;
for the use of the Iands referred Vo in any case in which works aflc
are ý,cquiréd by private interests. It is also understood that, as stal
note f rom the United States Minister on June 27, 1942, "the pipeline ar
when operated for commercial purposes will be subjecV Vo, sueh reguli
conditions as the Ganadian Government may consider it necessarY
in order to safeguard the public interest." Finally, it is understood t
(c) in paragrapli 3 above does not limit the right of the Canadian G'
after the war Vo, charge a f air and non-discriminatory royalty on 011
for and purchased by the United States.

Accept, Sir, Vhe renewed assurances of my highesV consideratiofi

RAY AT1{IEB

ENGLOSURE
SPEAC i "

LETTER 0F INTENT IN CONNECTION WITII CONTRA
<No. W-412-ENG-52, AS AMENDE]) BY SUP2LEMENA

AGREEMENTS Nos. 1, 2 AN]) 3
Imperial Oul Limited,
56 Church Street,
Toronto (1), Canada.

Gentlemen:

You are advised Vhat the Government will negotiate with you asuP
agreement to your-contract, described above, with the followingig

1. That Supplemental Agrernent No. 1 Vo above-mentioned C01
be acknowledged as being terminaVed and eancelled.

2. ThaV said Contract No. W-412-eng-5'2 and Supplemental
Nos. 2 and 3 (ail as amended pursuant hereto) shall hereafe
terminated remiain in full force and effeet as Vo the proveOre
adjacent Vo Norman Wells, but shall noV apply Vo or have force
as Vo an>' area outside said proven area; the said provenae
adjacent Vo Norman Wells, shahl be defined as that area coOe i
the plan hereto annexed as Exhibit 1 and copies of said plan la b
as Appendix A Vo proposed supplemental agreement. esc

3. That the equipment and supplies (including coimpr
stations, etc.) intended for development and/or explorator
rou~te to Norman Wells shall be delivered aV Norman Wellsk
ment and installed b y the contracter and such furte e l'P
supplies shall be furnished and delivered at Normnan Well as e
work done and eompleted at the proven ares (ail under the tei80
the life of said Contract No. W-412-eng-52 and its sup ent
ments as amended pursuant hereto) as xnay be necesayt '
keep the pro'ven ares capable of efficiently producing an S qileast 4,000 barrels of crude petroleum per day Vo the Goverfled
contracter shall be obllgated, during the same period, to ee i
ares capable of delivering at lest 4,000 barrels per da'y. N
this clause 3 shail prevent or impair the supplying of the lcl0i
for petroleum or petroleum products except with the conset fl
ment of Canada.



That in lieu of the prices for crude oil mentioned in Sections 8 (a)

of article 1 of the original contract, the Government, after May 1,
Md during the remaining life of said Contract INo. W-412-eng-5 2 and

ýplemental agreements (ail as amended pursuant hereto), will pay

ritractor for crude petroleum delivered f rom the field tank batteries

vered to the refinery storage for processing fromn wells drilled under

ist-named contract, 20 Cents Canadian currency per barrel. The

'Iment will also continue ta reimburse the contractor for ail costs as
ed in said Contract No. W-412-eng-52 and its supplemental agree-

but the contractor will pay any royalty owed to private third parties.

The contractor is embarking on an extensive exploratory program
Northwest Territories and as conducive to efficiency, expedition

conomy of operation for both parties, provision shall be made for

%changes, consolidation~s, joint usage and divisions of expenses relating
duction, general supervision, general office, utilization of employees,
ishments, tankage, f acilities, and services and furnishing or sale of

ials and supplies on hand as may be agreed upon by the Contracting
and the Contractor's iProject Manager as being of mutual benefit.

That on the termination of said contract 'No. W-412-eng-52 (as

led pursuant hereto), the contractor will give ta the Government of

lilted States the continuing right ta purchase for its own use but not

ý8ale, at the wellhead or in the contractor's field tanks, crude petro-

froin the said proven area ta an amount which shall not exceed one-

If the recoverable reserves remaining in the proven area at the said

ýet termination last aboôve mentioned or 30,000,000 barrels, whichever
be the smaller, and in addition thereto the said Government shall

the continuing right ta purchase for its own use but not for resale 10

"nt of the recoverable reserves of crude petroleum. f ound in each field

fr successively disco-vered by drilling and developed by the contractor

'Northwest Territories until there shall be a combined total of

0,000 barrels of crude petroleum from the proven area and the fields

'eçvered and. developed subj ect ta the aforesaid continuing right ta

"e of the Governiment. The Government shall pay for the said crude

hecost thereof ta the contractar, including all direct and indirect

ineurred in connection with finding, development~ and production
with proper provisions for depreciation and depletion, but no

etion or depletion shaîl be charged in relation ta the buildings,
14iosand equipment covered by clause 7 hereof or in relation ta

noisexpended by the Government through the contractor on explora-

'9okand, in addition ta the said cost, the Government shall pay to-

fIractor 20 Cents Canadian currency per barrel. The above right

11ýae of the Government shahl ho sub)Ject ta the following conditions:

()To the prior and preferred supplyîng of aIl local requirements for

ierude petroleuni and petroleuni products currently.

()The a.bove riglit ta purchase shaîl, froni and after May 1, 1954,
b~e exercised currently and the Governiment of the United States

sh11 accordingly take delivery during each month of 20 per cent

ofthe respectiîve ainounts of crude ail whieh the contractar pro-

duces for export during said nonth f rom the proven area and froni
eac1i of the other areas in which the Government bas its right ta,

I)1urcase crude oil until a total of 60,000,000 barrels of crude ail

shali have been received by the said Government directly or by

delivery ta the contractar as hereinafter in this sub-clause (2)

PrvdeI or partly by oach of the said methods; ini case the

GOvernment dos not take ail or a part of the said 20 per cent
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asabest forth, the Goverflnent shall be deerned, t

aseiive the inon o ad 20 Per cent whieh it does a\, h

deliverY d tfh rîl the Mnth in question to the ontract t

thelate'sown use an te contractor shal pa~y to the (

the attr'shi th vr ag te field' qeeid Yt'L

mient ail of the excess by 'whi the ie in ele bYr~

contracter fur crude oil exported rn usià

said xnonth excûeds thle 1pr yabl by the Goverimnt~ futi

crude ail at the wellhead, namnely, 20 Cents Canadjan .. %ý

per barrel Plus Cost as, ab«Ove defifled s i re11c

(3 n ae fwar energencyy the contractor will us lre,

(3 ndceaof tepouead deliver ta the Government the iah

ail hichit las te igh to purchase hereunder in the e

and wh c t t h t e de ired by1 the G over n meW nt. E x e t I , c st ,

and atren the contracor shall~ not be asked t~

o f it e me lds 1e fll ie t or to th e n ju ry of sa d fi el d . all

(4 nycst ecss of hoewhich the cntractor eold

(4) in cothe1 ordinary cour se of its business, if incurredincu Inthe fi àf he overmen, sail bie for

request, and for the benefi f it Go em rent, sh the

of ,h minru ent and paid by it The Ga en n uht

of hie Y fte sai c d e urref ly as it~ purchases thel 44t

and te conactor shal nat bo obigated th funs ora

V u n e on a t i9 
t f 'f

t h a t a ilte . t e r n i i" ' O n o s a id C o n t r a e t IN . W 4 2 .. e g 5

7t. suplhfet at the eren (ail as mended pursuant liereo

mt Shpah transfer to and vest i11 the contracter ail the ' hei b C2 r

iystat1a id supplies including a11 - lie]~1

inst$all atons tan baeril a i gadohre 
rVilhs, rU~e iri

paric the Gaverfl mient th nhas in t eN orm an uîpe 1t iný

thereto for devel opim ent , and/or expl rat ry. w ork, includ in s e r1 14

and road trafl5POrtation nd construction equipmeflt as is rees incito

the sane, and any other buildings, equipmeflt or suple t0, s

rigts elaifl tet whih, not being requred by the Goverum eu

bc of Use to the contractor In li rpsdeplrtv 
n elo

pgrJ'The Governient agrees not o remove permanetyf Mý

Nroraill Araan f thle abave items withaut the consent olfte foii Pet

Norrctraimanse 
items asY of teO4 (

and ta noW deliver to the cnrco lofshItmasare noVr etj

fo Bh contractors operatiofls On the proven ar a and the co t a t oir'

have the right to use the saine froni My114,1hs rped exploi

àil d c brrl o celpren POgrlrnPaln terefor a rentai equîvale 1t to

C anadian currelleY per barrel for each Prhae b

nent under Article 4 hereof.. Ail sue li proe rt a s atch an

and listedj shal bo nioW itemized ainn isthe an iataces cas

te the proposed supplemetlCS agree nt Furthe itm fie~,

said Appe11dix B froin time ta tinle by the Contractiflg cfia e

M ana er a d a inal i~e zing and listing of tie pr perty sha n h e p, - j ý,

the terininata11 of the Contract No. W-412-eng-52 by th.e ad

Officer and the Proieet Manager and attaehed Vo the praposed ... e(i

agreement as AppendiX C. For th abv rîrY to be so tra nta

Voad etd nte contractr, the contractar shall pay te( 1fre

the suni f $3090 00 Canaian cUrrecfly, said sum ta be thebl OnIo folxcet

of the proceeds 0f''ail delivered or deemed to, be delivered ta the Gov out

under clause 6hereof at the rate of 5 Cents Canadian ce e ený,

barre 1 of oul sa delivered or demred ta be delivered. 
Prreney Pe

S. The original CantraCt No. W-412-eng-5
2 and the suPemnaa

inents Nos. 2 and 3 (aIl as amended pursuant hereto) s1hPileri 9e1.

the teriiation of hastiities in the present War or at tho ptionnatof
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lenit at. the expiry of such period not exceeding one year after the
l'nlation of hostilities as the Government mnay desire, provided thattter case the Government shall give the contractor three months'
Itten notice of such termination.
ýPt as may be modified by a supplemnental agreement conteniplatedLetter of Intent, the terms and conditions of your Contract Nu.
119-52 and supplementai agreements Nos. 2 and 3 shall remain in
ý and effect.
11Y indicate on three copies hereof your acceptance of this Letter

aýnd return ail executed copies to the Contracting Officer.

Very truiy yours,

TH1E UNITED STATES 0F AMERICA

By ...........................
0. P. Easterwood, Jr.,

. .......1944 Major, Corps of Engineers,
LIMITED Contracting Officer.

.............

(Address>

'he S3cretary of State for Externat Affairs of Canada
tO thec United Sta tes Ambassador to Canada

DEPARTMENT OF EXTERNAL AFFAiRs

OTTAWA, June 7, 1944.

rvleglg reeeipt of your Note No. 156 of June 7, 1944, 1 have theinyou thiat the Governmnent of Canada, having given confiideratiofl
rtfe Government of thie United States to wýithidraw froin activities,

ltTerritories having to do with thec discovery and developmnent
gre to the proposais and understandings set forth in your Note.

.1 have the hionour to be, Sir,

Your obedient servant,

W. L4. MACKENZIE KING




