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QI:IANGE OF NOTES (JUNE 7, 1944) BETWEEN CANADA AND THE
UNITED STATES OF AMERICA RECORDING AN AGREEMENT

CONCERNING THE DISCOVERY AND DEVELOPMENT OF OIL
FIELDS IN NORTHWESTERN CANADA

I

The United States Ambassador to Canada
to the Secretary of State for External Affairs of Canada

EMBASSY OF THE UNITED STATES OF AMERICA

Orrawa, CANADA, June 7, 1944.
Y
- 156,
b,
I‘ '
gle xh‘,“'e the honour to refer to previous correspondence and speciﬁcablly, to

¢
h%eufl})mnges of notes of June 27 and 29, 1942,* August 14 and 15, 1942,f and
ha‘{e talgr 28, 1942-January 13, 1943,% as well as to recent conversations which
P°lect en place with officials of your Government, all with regard to the Canol

2,

;Miéwy Government, desiring to arrange for an early withdrawal from
Qi;’ht ofs In the Northwest Territories having to do with discovery and develop-
Lk%t“ 0l fields and at the same time to provide for an adequate supply of
fouite %t present and future military needs, proposes the following, namely,
@;‘e"’ ra) terminate its contract with the Nobel Drilling Company for explora-
; rar 10 the Northwest Territories; and, (b) modify its contract with
A“dllct{ Oil Limited for the discovery and development of oil fields and the
0 of oil in accordance with the terms of the letter of intent dated
\ ’~1944, a copy of which is enclosed.

%;grezheGovernment of the United States asks the Canadian Government
i %nto the proposals set forth above and further to agree: (a) that the
r@es of the August 14-15, 1942, exchange of notes as to the disposition

T 4gway-Whitehorse pipeline will apply also to the gasoline distribution
e‘lxt% “-“;0 atson Lake and Fairbanks; (b) that after the United States disposes
%mg al‘ks, installations and facilities of the Canol project as provided in
%&g@em?eements, the owners and/or lessees thereof will be granted adequate
i, Atig Of the sites, rights of way, and riparian rights required for satlsfa_ctolry
Ql?ﬁis\fgidn and that the Canadian Government or its assigns will permit the
kk%ns'wol’ks, installations, and facilities to be used, on equitable terms, for
a%t%'_iﬁpol‘tation and refining of crude petroleum purchased by the United
ly thg the Northwest Territories and for the distribution of such petroleum
) thy, Products thereof both within and without the boundaries of Canada;
‘h%"""]?o export or other tax, or embargo affecting the United States Govern-

%cwl e placed upon the export of oil purchased by the United States
foyg, 0¢ Placed up :
\k.-%ce with the terms of this note.

;g%th :
i f“hfth: text of the Notes of June 27 and 29, 1942, see Canada Treaty Series, 1942, No. 23.
%. 'th@ text of the Notes of Angust 14 and 15, 1942, see Canada Treaty Series, 1942, No. 24.

% !

by

.lk t$Xt of the Notes of December 28, 1942, and January 13, 1943, see Canada Treaty

% No. 18,
i‘;.h 3
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I

4. It is understood that nothing in clause (b) in paragraph 3 above precen,

the Government of Canada from charging a fair and non-discriminatory &
for the use of the lands referred to in any case in which works an i
are acquired by private interests. It is also understood that, as stated %y
note from the United States Minister on June 27, 1942, “the pipeline and :
when operated for commercial purposes will be subject to such regulat o

conditions as the Canadian Government may consider it necessary tOt ]

in order to safeguard the public interest.” Finally, it is understood t
(c) in paragraph 3 above does not limit the right of the Canadian GOV bl
after the war to charge a fair and non-diseriminatory royalty on o1
for and purchased by the United States.

Accept, Sir, the renewed assurances of my highest consideration. X
RAY ATHERT

ENCLOSURE :
SPEAC 11 Aprib

T
LETTER OF INTENT IN CONNECTION WITH CONTIX?JO
No. W-412-ENG-52, AS AMENDED BY SUPPLEMENT
AGREEMENTS Nos. 1, 2 AND 3

Imperial Oil Limited,
56 Church Street,
Toronto (1), Canada.

19

Gentlemen: eﬁd

' Je
You are advised that the Government will negotiate with you & S}lggi‘sioﬂ’ J
agreement to your contract, described above, with the following P of L

1. That Supplemental Agrement No. 1 to above-mentioned ¢OP

be acknowledged as being terminated and cancelled. eeﬂ’eﬂ’l §

g \
and u:'d 3
8
i

7!

2. That said Contract No. W-412-eng-52 and Supplemenf&ﬂ1 Ag
Nos. 2 and 3 (all as amended pursuant hereto) shall hereaftel; o W
terminated remain in full force and effect as to the proven & and
adjacent to Norman Wells, but shall not apply to or have forci
as to any area outside said proven area; the said proven :d it b’i
adjacent to Norman Wells, shall be defined as that area color be aﬁ_’”o
the plan hereto annexed as Exhibit 1 and copies of said plan shall
as Appendix A to proposed supplemental agreement.

bo%y
3. That the equipment and supplies (including compressof.i' n%ﬂ‘
stations, ete.) intended for development and/or exploratory Wghe (0 }
route to Norman Wells shall be delivered at Norman Wells by meﬂtr;b’
ment and installed by the contractor and such further eq“‘ﬁc'hf"
supplies shall be furnished and delivered at Norman Wells and sand dﬁ
work done and completed at the proven area (all under the termsntal b ;ﬂ,
the life of said Contract No. W-412-eng-52 and its supplemerend?fg’
ments as amended pursuant hereto) as may be necessary t‘ﬁel‘*"j,’ﬁ”’
keep the proven area capable of efficiently producing and ent 0”}
least 4,000 barrels of crude petroleum per day to the Govern® the p;gdd
contractor shall be obligated, during the same period, to keepaoti eﬂ,e'?ﬁ,
area capable of delivering at least 4,000 barrels per day. No 10 o

Uif 0
this clause 3 shall prevent or impair the supplying of the local re}‘il G

’

e
for petroleum or petroleum products except with the consent of t
ment of Canada.
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4. That in lieu of the prices for crude oil mentioned in Sections 8(a)
1oy 10 of article I of the original contract, the Government, after May 1,
i , and during the remaining life of said Contract No. W-412-eng-52 and
es‘lpplemental agreements (all as amended pursuant hereto), will pay
', Lontractor for crude petroleum delivered from the field tank batteries
mgellvered to the refinery storage for processing from wells drilled under
¥ v last-named contract, 20 Cents Canadian currency per barrel. The
W ernment will also continue to reimburse the contractor for all costs as

3

mggided in said Contract No. W-412-eng-52 and its supplemental agree-
ts but the contractor will pay any royalty owed to private third parties.

i t151‘ The contractor is embarking on an extensive exploratory program
e Northwest Territories and as conducive to efficiency, expedition
Mgl economy of operation for both parties, provision shall be made for
exchanges, consolidations, joint usage and divisions of expenses relating
Msr({duction, general supervision, general office, utilization of employees,
&tel}Shments, tankage, facilities, and services and furnishing or sale of
chl‘lals and supplies on hand as may be agreed upon by the Contracting
er and the Contractor’s Project Manager as being of mutual benefit.

e6' That on the termination of said contract No. W-412-eng-52 (as
th ndf{d pursuant hereto), the contractor will give to the Government of
fo ONited States the continuing right to purchase for its own use but not
. 'esale at the wellhead or in the contractor’s field tanks, crude petro-
hallfn from the said proven area to an amount which shall not exceed one-
%htrof the recoverable reserves rema.imng in the proven area at tl}e said
8}1&11 act termination last above mentioned or 30,000,000 barrels, whichever
by be the smaller, and in addition thereto the said Government shall

he continuing right to purchase for its own use but not for resale 10
‘!xereeent of the recoverable reserves of crude petroleum found in each field
iy taftEr successively discovered by drilling and developed by the contractor
m,()()(? Northwest Territories until there shall be a combined total of
o g 000 barrels of crude petroleum from the proven area and the fields
p%hscOVered and developed subject to the aforesaid continuing right to
| t&se of the Government. The Government shall pay for the said crude
by, € cost thereof to the contractor, including all direct and indirect
the eses incurred in connection with finding, development and production
Ay of, with proper provisions for depreciation and depletion, but no
i‘jhlﬂtal?la.tlon or depletion shall be charged in relation to the buildings,
.Themat_lons and equipment covered by clause 7 hereof or in relation to
thry Onies expended by the Government through the contractor on explora-
ﬁxe cwork and, in addition to the said cost, the Government shall pay to-
gy Otractor 20 Cents Canadian currency per barrel. The above right
~ "Wehage of the Government shall be subject to the following conditions:

. 1) To the prior and preferred supplying of all local requirements for
crude petroleum and petroleum products currently.

o (2) The above right to purchase shall, from and after May 1, 1954,
be exercised currently and the Government of the United States
shall accordingly take delivery during each month of 20 per cent
of the respective amounts of crude oil which the contractor pro-
duces for export during said month from the proven area and from
each of the other areas in which the Government has its right to
purchase crude oil until a total of 60,000,000 barrels of crude oil
shall have been received by the said Government directly or by
delivery to the contractor as hereinafter in this sub-clause (2)

provided or partly by each of the said methods; in case the
Government does not take all or a part of the said 20 per cent



6 v
1944, -
44. ~N()

as above set forth, the Government shall be deem "1
delivered the amount of said 20 per cent which it (rin s h

delivery of during the month in question to the coes not, ¢

nd the contractor shall pay too,:‘ﬁl‘acto'r Ake

e G

the latter’s own use a B s
ment all of the excess by whic e average price :

rude oil exported from the field in fﬁf:;:-eg bVetr}?\
i 100 (). €

contractor for ¢ :
s the price payable by the Governmeny ¢, i
for .8

said month exceed il O
i1 at the wellbeac, namely, ents C :
above defined. anadian 0\?rrres aig

Ilcy

per parrel plus cost as
war emergency, the_contractor will u
d deliver to the GOversnengt ra?%nabl
e e

(3) In case of
endeavours to produce an
JONNS ht to gﬁrclgse hereunder in the
e overnment. ExCe Quapy: de
pt in nt”i@
Cagn 3

and at the tumes desired bY
war emergency the contractor shall not be asked to
. efficiently or 10 the injury of said ﬁeﬁ{odu%z of
S, ny

4) Any costs { those which the contracto
(Aot he ordinary course Of its business, ifr i“{’lould o

or the benefit of the Government, shall lc)urred a‘fally

t and paid by 1it. The GOVernmee for : the

delivery of the said crude oil currently as it purch nt shy)) Oupg

and the contractor shall not be obligated to f“rni;i}fes the sake

StOra ame

ge fo

r

the same. ¢
7. That at the termination of said Contract No. W
its supplement nts (all as amended pursuant hereg412-eng-52
: d vest in the contractor all the 0), the G, 204
installations, tanks, ations, drilling and other e wells, 1
ing spare part and materials and supplies including gﬁlpment G d‘ngs
hich the Government then has in the Norman A rights rncludl
ment and/or expl_ora-tory work, includi rea op nelatin
and road transportation and co_ns_tructxon equipment as is r 0g such Yoyt
the same, and & other buildings, equipment or Suppfﬂun:ed to arip
. to which, not being required by the ées inelygs TViey |
proposed exploratory ag&'ernmentg a]]
. The Giovernment agrees not to remove perma develgp,
Norman Area any tems without the consent nfent]y fropment i
o the contractor all of such items as of the gons® the
I tions on the proven area and theaé‘e not, re'ra.ctor
have the rg me from l\lay 1, 194:4’ in his pro Ontract qu"‘ed
and development program, paying therefor a rental equiszolsed exp] r Shall
Canadian currency Per parrel for each barrel of oil purchaseg ent, to ()ratory
ment under Article 4 heyeof._ All such property as S by the (v “enty
. now itemized and listed and attachednow be § Overy
to the proposed supplemental‘agreement- Fathir: stery o Apper izeq
said Appendix - e to time by the Contracting Offic can be adndlx B
Manager and a final itemizing and listing of the propert er and the deq
the termination of the Contract No. W-412-eng-52 by shall e
ject Manager and attached to the proy the Copg Ade g
agreement a8 Appendix L. or the above property tOPOSed supp] Tactiy
to and vested in the contractor, the contractor shall be so traementagl
the sum of $3, 000 (Canadian currency, said sum topl?y the GOVHSfe”Gd
of the proceeds of oil delivered or deemed to be delivered € Payable s LI
under clause 6 hereof at the rate of 5 Cents Canadia to the Govomy ogt
Jelivered or deemed to be delivered 0, currency Deer
each

parrel of oil 80 ¢
t No. W-412-eng-52 and the supple

t& 1’\II‘he original Contrac
ments Nos. 2 and 3 (all as amended pursuant her
'on of hostilities in the present War s,ico;tsgfm termirll;‘gree. '
€ Optig
n

the terminati
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gaide{élm?nt at the expiry of such period not exceeding one year after the
n the rlmlnatlon of hostilities as the Government may desire, provided that
Prioy If? €r case the Government shall give the contractor three months’

ltten notice of such termination.

by thi);cept as may be modified by a supplemental agreement, contemplated
W.412_e111§tter of Intent, the terms and conditions of your Contract No.

f 52 : =
ul] foree t 2?fgcsiupplemental agreements Nos. 2 and 3 shall remain in

K

of Inténdly indicate on three copies hereof your acceptance of this Letter
U and return all executed copies to the Contracting Officer.

Very truly yours,
THE UNITED STATES OF AMERICA

L, SR U e e B e e
) 0. P. Easterwood, Jr.,
II\IPERI ................... 1944 Major, Corps of Engineers,
. AL O, S e Contracting Officer.
(Add‘r-eés-) .............
1I

The Sccretary of State for External Affairs of Canada
to the United States Ambassador to Canada

DEPARTMENT OF EXTERNAL AFFAIRS

No_ 58 Orrawa, June 7, 1944.

¢
tQ.inf(Lwledglng receipt of your Note No. 156 of June 7, 1944, I have the
he \Sire o t You that the Government of Canada, having given consideration
i N he Tovernment of the United States to withdraw from activities
eldg , °S erritorieg having to do with the discovery and development
°¢s to the proposals and understandings set forth in your Note.

I have the honour to be, Sir,
Your obedient servant,
W. L. MACKENZIE KING






