FOLLOW THE GAS:
KITIMAT LNG EXPORT TERMINAL AND
PACIFIC TRAILS PIPELINE CHRONOLOGY

By Will Koop, revised, May 16, 2011 (originapril 19, 2011
(Stop Fracking British Columbiavww.bctwa.org/FrackingBC.html)
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Photo collagewith fracking operatiomnddevelopmentop photos frormortheasBritish Columbia’sHorn River and
lower MontneyBasins Third top photo from left is Encana Corporatiorggnt Cabin Gagprocessing flant project on a
one square kilometre clearcatfacility that will increase BC'sainnual greenhouse gas emissi@eckground photo (by
Daniel Wood) of Osler, Hoskin & Harcourt partner lawyers Tristram Mallett, Christopher Murray,t Rastarats,

and Frank Turner (left to right) from the November 2010, mornherican Lawyepublicaton, the article by Julie
Treidman calledlack Gold RushThe photo was taken at the G20 international summit held in Toronto on June 25,
2010 following “signing ceremonies related to 11 separate energy and natural resources invegi@tenese state
owned companies.” The article continues to state: “Watching from the audience were lawyers frainCanada’s

elite law firms, who had shepherded the deals to this point. “It was this giant blowing of lssyssphe of these
lawyers. ... China Natioh&etroleum Corporation (CNPC), China’s largest oil and gas company, signed a
memorandum of understanding with Encana Corporation, one of Canada'’s crown jewel natural gagsofopani
multibillion-dollar longterm investment in proposed shale gas ptsj;n Western Canada. “These are the type of
clients we want to work with,” says Osler oil and gas partner Frank Turner. “They are an entteeliggest deals in
the world right now.” ” The month following the publication of this article, Apachaada filed an application with the
National Energy Board for a natural gas export licébcés proposed LNG terminal in Kitimat, and the attached
Pacific Trails Pipeline proposal with partner EOG ResourcesthantgewEncana Corporatiopartner(with new
PetroChina partneryvhich plan to exporsignificant quantities ofdirty” gas largely fromthe Horn River BasinThe

Osler law firm will be making a presentatidagvernment Investment Support for Shale, @athe April 2729, 2011
Montney/Horn Rier Infrastructure Finance & Development Sumtmibe heldn Calgary.




Website linksto federal and provincial project information regarding
the Kitimat LNG facility and Pacific Trail Pipeline project proposals

The details and documents for both projpoposalsan be found at the BC Environmental
Assessment’s and the federal Environmental Assessment Agency Office’s websites:

BC EAQ, Kitimat LNG Terminal:
http//a100.gov.bc.ca/appsdata/epic/html/deploy/epic project home 244.html

BC EAO, KSL Pipeline Looping Project:
http://a100.gov.bc.ca/appsdata/epic/html/deploy/ep@ept home 270.html

CEAA, Kitimat LNG Terminal:
http://www.ceaa.gc.ca/050/detadsg.cfm?evaluation=10430#Documents

CEAA, Northern Gateway Pipeline Project:
http://www.ceaa.gc.ca/050/detaédsqg.cfm?evaluation=21799

National Energy Board KM LNG Operating General Partnershipecember 2010
Application to export LNG:
http://www.nebone.gc.ca/chnsi/rthnb/pplctnsbfrthnb/kminggh_1 2011/kminggh_1 2011

eng.html

National Energy Board KM LNG Documents
https://www.nebone.gc.ca/ll
eng/livelink.exe?func=I11&objld=657474&0objAction=browse&sort=nameé&redirect=3

(Related information othe National Energy Board’s Noworn Rver Mainline 36 inch
diametermipeline project hearing process regardingdkgorttransmission of natural gas
into Alberta from BC’s Horn River Basin fracking fields:

https://www.nebone.gc.ca/ll
eng/Livelink.exe?func=I1&0objld=601085&0bjAction=browse&softmame

Intervenors

The following is a list of Intervenors in the National Energy Board’s Kitimat LNG export hearing,
currently scheduledf June 7, 2011 in Kitimat.

x Canadiamssociation of Petroleum ProducergCAPP)

x Dan Hall,Chemistry Industry Association of Canada

x Export Users Group (Avista Corporation, Cascade Natural Gas Corporation, Northwest
Natural Gas Company, Puget Sound Enehqgy.,)

x Kitimat Rod and Gun Association

X Natalie PooleMoffat, Apache Canada Ltd.



X Glenn W. BooneBP Canada Energy Company

x Jim Gilholme,ConocoPhillips Canada

X Rinde PowellEncana Corporation

EOG Resources Canada Inc.

Diane Roy,Fortis BC

Thomas TathanlLNG Partners LLC (and BC LNG Export Coperative LLC)
Debbie White NexenlInc.

Garth Johnsorpectra Energy Transmission

Greg GiesbrechiTalisman Energy Inc.

Patrick M. Keys,TransCanada Pipelines Limited
Gitxaala Nation

Haisla First Nation (BC L& Export Ceoperative LLC, indirectly through HN DC LNG
Limited Partnership)

Peter King, Kitimat

Joanne Monaghan, Mayor, District of Kitimat

Dave Shannon, P.Eng., Terrace

Colin King, Legal Counsehlberta Department of Energy
Olga Klimko, DirectorBC Ministry of Energy

Charles Hanser;ransport Canada

B.C. Tap Water Alliance

Fort Nelson First Nation

x Aitken Creek Gas Storage ULC

X X X X X X X X X

X X X X X X X X



SUMMARY

This chronology is meant to follow the B.C. Tap Water Alliance’s interestaa@thtervena Status

in the National Energy Board’s hearing applicationApache Canada EOG Resourcesand

Encana Corporation’s export license for natural gas from a proposed LNG (Liquified Natural Gas)
plant terminal near KitimatB.C., and thattendingPacific Trails Pipeline (PTP) project

alternatively referred to as tikatimat -Summit Lake Looping (KSL) project by the BC
Environmental Assessment Office

There have been a number of LNG proposals from both Prince Rupert and Kitimat over the last
thirty years for both export and import rationaldgone of the proposals were successful, until the
evermore presenpossibility of such slated fdate 2011, at the brink of the “new age” of gas
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In 2004, former Duke Energy executiveso :
formed gunior companycalledGalvestonLNG
Inc., and its subsidiariitimat LNG Inc., and
who had understood the significant demand
forecastdor natural gavy Alberta’s tar sands
operationcompanis, took the initiative and
proposed an LNG impore-gasificationfacility
nea Kitimat. With the legal delaying
impediments from the proposed Mackenzie
Valley gas pipeline, Canada’s natural gas reser
(including increased export shipments to the Oil Sands External !EEIIM
United Stateswere found wanting. In a January |- Natural Gas Requirements 7
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LNG Inc. obtained agreements for international LNG tanker shipments into Kitimap#marily
by Australia’sLiquified Natural Gas Ltd. (It's about 7,000 miles (12,800lometres), or about
6,000 nautical miles in distance from Sydney Australia to Kitiat

Above, nne Kenworth trucks haulingnd pushin@ giganticreactor to drive Suncor Energy’s oil sands plant in
northern AlbertaBelow, photos of two (among a ntitude of)tar sands developmemtammothfootprints.

Like theproposedMacKenzie Valley pipelineottransport the largeolumeof naturalgas from
Kitimat to northeastern Alberta necessissdenew 36 inch diameter pipeline to be built across many
First Nation landswith an 18 metre wide righaf-way, over some 500 kilometres Buke
Energy’s (renamed Spectra Energy in 2007)tie-in pipelinenorth of Prince Georgat Summit
Lake Based on a statement in a Januar30D9 Environmental Assessment @& Decision Note
the estimatedinal delivery ofgas inthe new diameter pipe was#®0 million cubic feet per day
(19.824million cubic metres per day, @r236billion cubic metres per yearn 2005, Pacific
Northern Gas (PNG) initiatetthe pipelineproposal called thPacific Trails Pipeline (PTP), and
later made a 580 partnership agreement with GalvestdNG Inc. The general location of the
pipeline was the first phase BC’'s newand controversigEnergy Corridor discussionspther
phasesvhich included the Enbridge oil pipeline from Alberta’s tar satwdKitimat, which many
First Nations strongly opposed in early 2011.



There is a fundamental question of whether delivery of oil sands product is better served by
using existing infrastructure arfidotprints than by creating a whole new footprint with its

own set of significant environmental impacts. We think this deserves a serious discussion
and analysis, which currently does not exist in the application. (Source: Haisla Nation
December 13, 201Mmcrespondenceéddditional Comments on Enbridges July 5, 2010
Procedural Direction CEAA document PublicComments documetist, Northern

Gateway Pipeline Project.)

In relation it is not known if First :
Nations had provided critical or ethica "%
objectians from 2005 onward e
regarding the LNG facility ands
pipeline’s purpose tdirectly support
thedirty environmentafootprint
operations of Alberta’s tar sand$ad
they done so, their objections could _°
have delayed or impaired the Kitimat %%
LNG proposalAnd, is it not known if <
First Nations werdatercognisant of
the multiple environmentafootprint
issues of where the new export gas
from Kitimat was to be sourced from.
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West of Fraser Lake, thmoposedTP deviates from paralleling the Pacifiofthern Gas pipeline
right-of-way, and proceeds through many wilderness and mountain landscapes, crosses numerous
(589) stream and river courses.deal was struck with 15 First Natioms2009 forPTPpartnership

(the PNG and Galveston LNG Lt TP partneship submitted an initial First Nations consultation
report- the EAO called it “deep consultation’to the BC Environmental Assessment Office on
February 20, 2008, which included information on economic benefits to First Nations)
Environmental and redatory approvals were themantedby both provincial and federal agencies

for both the Kitimat LNG facility and the PT&fter both projects had gone through environmental

and consultation review processes

As the plansapprovalsaand agreemenfsr the mportation of natural gas to feed the tar sands
proceededsome ofthe sameompanyplayers(and/or affliatespperating in Alberta’s tar sands
also invested in nortlasten BC’s deep shale gas zones by way of purchasing hundreds of
petroleum leasesn pultic lands from the BC governmerdagreements made withquiiblic
consultation, withouenvironmental and social cumulative effeguirements anstipulations In
2005,Apache CanadaandEncana Corporation began experimenting in the Horn River shales.
By 2007 and 2008, gas energy captamse clearlyrealizedfrom their newexperimentadrillings
and productiordatathat theyapparentiyhad a newconfirmed,steady source of natural gas to feed
the everhungry tar sandand speculated oyet another purpse for the Kitimat LNG. (In early
February 2011, the Horn River players got final approval from the National Energy Board for
Nova’s 36 inch diameter export pipeline into Alberta.)

According toTransCanada Pipelines’swebsite:
The Simmons Pipeline debvs natural gas to the Fort McMurry oil sands area from several

connecting receipt points on TransCanada’s Alberta System (NGTL), along with production
connected directly to the pipeline.

We see the Fort McMurray area as a

strategic market. This transamtiis A o
important for our expansion plans into this North o ':"
attractive market and at the same time, @

allows us to defer capitakpenditures,
benefiting all Alberta System customers.

“With the increased development of oil
sands resources, growth in demand for

‘ TarsCarada Compoessor 5lations

natual gas is expected to continue in the O osraio e s

Fort McMurray area,” says Don Bell, Sales
Manager, Western EAdsers and Interconnects.




3.2.3 Natural Gas for Oil Sands

In 2004, about 20.4 million m%/d (0.72 Bef/d) of natural gas was used by oil sands projects to produce
electricity onsite, provide process heat in bitumen recovery, and produce steam that is used for in
situ recovery through steam injection processes. Natural gas is also an important source of hydrogen

needed for hydro-cracking and hydro-treating in the upgrading of bitumen to higher quality synthetic
crude oil.

Average Annual Natural Gas Requirements for Oil Sands Operations
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_ With the scheduled start-up of Syncrude Canada Ltd.’s Stage 3 expansion and
the addition of Suncor Energy Inc.’s Millennium Vacuum Unit, natural gas demand for mining
and upgrading should grow to 13.6 million m*/d (0.48 Bcf/d) by the end of 2006. The natural gas
requirement for in situ projects is expected to increase during the outlook period to 15.2 million m*/d
(0.54 Bcet/d) as nine new projects or project expansions begin production (Figure 3.8). Hence, about
28.7 million m3/d (1.01 Bcf/d) could be consumed at oil sands operations by the fourth quarter of
2006, averaging about 26.0 million m*/d (0.92 Bct/d) for the year. By 2006, total bitumen production
will have almost doubled from 2000 levels, growing from 104.9 thousand m?/day (660 Mb/d) in 2000
to 205.0 thousand m3/d (1.29 MMb/d) in 2006.

Extracted from the National Energy Board’s October 2005 repbdrtterm Outlook for Natural Gas and Natural Gas
Liquids to 2006



PARTNERS IN
RESPONSIBLE DEVELOPMENT

“At the NEB we work to streamline our regulatory processes and
scope our application assessments to match the complexity and
risk represented by each facility application.”

Kenneth Vollman, Chair
National Energy Board

Framing the looming questions about environmental “sustainability” and “responsibility” regartiegass
odious tar sand®ne of the main environmental planning weaknesses of both federal and provincial
agencies is in conducting and providing leteym, integrated, meaningful, cumulative effects studies and
conditions. (Photoand captionssegments from the National Engy Board's2006 Annual Repor

What is Sustainability at the NEB?

Environmental

Social : Economic
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THE SHIFT TOWARDS THE “NEW ERA FOR GAS”

Seeing the new lightn late 2008 GalvestdoNG Inc.’s Duke Energy executiveginounced that
they hadchanged theisourceprojectobjective they now wanted texport natural gas out of
Kitimat, andquickly received amendment approvals frbothprovincial and federal agencies
(Apparently, one of the Duke executives’ intentions was for the pipeline toamave
‘interchangeablefunction the pipeline could be used for both LNG import and export, the same
alternate condition in Apache and EOG’s updated application with thenlsbhEmergy Board.)

Over a period of four yeafellowing 2004,industryforecasts for Canadian supply of natural gas
reservessuch as those published by the National Energy Bhadsuddenlyand dramatically
reversedThe deep shale natural gas goldirin the United Statg#ollowing the 2005 fracking
exemption from the U.S. feder@afe Drinking Water Actalled the “Haliburton Loophole’had
extended internationallgnguling Canada almost overnigldand for the first timén the U.S.
unconventioal (deep shale) gas production rate2009outstripped conventional gas rates.

New Canadiargas reserve forecasts for 204@d beyondvere showing oveproduction rates well
into the futureNortheast B.C. deep shale gas activi{ieferred to byhe National Energy Board as
“robust”), and those in Albertaand perhaps those in Saskatchewam,ld now providenaturalgas

to fuel Alberta’s tar sands

11



Images from Kitimat LNG’seportapplication to the National Energy BoaNhatural Gas Demand
and Supply ForecasNorth America and Canada (202035), by Ziff Energy Group.

12



As now forecast bgnergy industrynsiders, therojectedoverproduction capacitgf naturalgas
from B.C.’s public landsvould have tobe exportednternationally especially taverseabuyers
willing to pay far higher or premiurmrices(almosttriple rate$ for gas, as lower Canadian and U.S.
market prices were driving the fracking operations by energyeaies in northeast B.C. into
looming captial investmentdeficits.

The sizeable shale deposits located in North America have been discovered and developed
at different rates, with US producers remaining firmly in the lead at present. While experts
believe Canadian shale plays will eventually batip, there are some disparities in costs

that have fed into pricing, putting Canadian producers at a distinct disadvantage. As the US
develops its domestic infrastructure and scales down its energy imports, Canada must look
for new sources of demand apitshes forward with its own shale plays.

Canada has traditionally provided 90% of US natural gas imports, supplying 3.6 trillion
cubic feet (tcf) of natural gas to the US in 26086% of US natural gas consumption.
However, the US Energy Information Admtration (EIA) calculateshis could drop to 3%

of total consumption in 2030. This will not be due to a lack of reserves on Canada’s part,
but rather the speed with which unconventional production can increase to replace
declining conventional supply i@anada’s Western Sedimentary Basin. Increased US
production, mainly due to its own shale discoveries such as Marcellus and Barnett, will also
play a part.

For Canadian shale plays such as Horne River, several factors come into play to make gas
produced lere more expensive compared to US supplies. Horn River is in theeastiérn

area of British Columbia. As yet it has little access to infrastructure such as roads or
pipelines to encourage faster development. It is also located in a bogland, or muskeg, a
where the marshy land makes development outside of the winter months impossible without
costly specialist equipment.

Peter Howard, who leads the natural gas research team at the Canadian Energy Research
Institute (CERI), says: “The engineers and gguts at the Horne River Basin estimate the
resource could potentially reach between 3 billion cubic feet (bcf) and 5 bcf per day,
depending on market prices.”

According to Howard, Horne River projects would require a Henry Hub price of $6.50 or
more to poduce economically. The spot price at Henry Hub was $5.57/MMBtu at the time
of going to press. “It's a remote area so the infrastructure isn’t there yet in the form of gas
lines, roads and equipment,” he says. “Also, because it's in a muskeg areagdréimonly
happen in the winter. Steps are being taken to get around that, such as the use of pad
drilling, but a lot of money has to be spent building the pad to hold the weight of the
equipment.”

When factoring in these extra expenses, the odds soontbegjack up against Canadian

plays. For example, Barclays Capital estimates that a horizontal well in the Horn River area
currently costs between C$9 million (US$8.6 million) and C$12 million (US$11.4 million),
compared to between US$7 million and US#iillion for similar wells in the Haynesville

shale in Louisiana.

13



Another area of concern for Canadian producers is the explosion of growth in the US shale
plays themselves. As already discussed, they are much more developed than those in Canada
and couldbegin to satisfy the bulk of US demand for natural gas as they reach their full
potential. “At this point, potential production growth in the US is so strong that the need for
imports from Canada will decrease going forward,” says Pehlivanova.

But expers are sure Canadian producers will find new markets. Domestic demand is likely
to increase to fill at least part of the gap left by the US supply boost. CAPP forecasts oil
sands production will grow from 1.2 million barrels per day in 2008 to about 3l@®mil
barrels per day in 2025. This growth will require a big increase in natural gas used in the
production of oil sands. According to the EIA’s International Energy Outlook 2009, 12% of
Canada’s total natural gas consumption was used for oil sands piodunt2006. By

2030, it expects the share to reach 22% of the country’s total gas use. Research by Ziff
Energy Group estimates oil sands development would require alnbokip2r day of
incremental gas by 2020

(SourceUS Natural Gas Shale Plays ThreatCanada Export Markeby Pauline

McCallion, Energy Risk, January 13, 2010)

TheInternational Energy Outlook 200@port by the Energy Information Administrati@otnotes

on page 36 that improvements to “natural gas efficiency of oil sands prodsctissuimed around

0.66 million cubic feet of purchased natural gas consumed per barrel of oil sands produced.” It also
states that Canada’s total natural gas consumption in 2006 was 3.3 trillion cubic feet, which means
that the tar sands alone usdzbut396 billion cubic feet (11.215 billion cubic metres) of gas for its
operations in 2006, a figure projected to possibly increase to @B0utillion cubic feet (20.67

billion cubic metres) by 2020n 2007, BC'’s total natural gas use for domestic, residearigh
commerciaklientstotalled 6.461 billion cubic meters, almost one half of what the tar sands used in
2006.

Galveston LNG Inc.’s new proposal for LNG expand initial memorandum agreements with
Mitsubishi Corporation , Korea Gas Corp, and Spain’ssas Natural drew attention byarger

energy developmemorporationplayersApache CanadaandEOG Resourcegbothwith

headquarters iRlouston, Texaswith agreements to suppBNG’s andGalveston’s Bcific Trails
Pipeline By January 20104pache gained51 percent ownership of Galveston’s subsidiary, Kitimat
LNG Inc., and on the heels éfpache’sownershipEOG Resourcegurchased Galveston LNG

Inc. in May 2010,andobtained the remaining 49 percent inteiadtitimat LNG Inc. with Apache.
Agreements wer then made between the two Horn River deep shale basin players to take over the
majority ownership of the Pacific Trails Pipeline, and an agreement aifi®®Northern Gasadfr it

to provide maintenance of the pipeline after its construction for soryjedzs.

In 2010, new international LNG purchasing agreements were being negatatedrangetdehind
the scenes, particularly China’s interésbugh its petroleum compametroChina in LNG andits
petroleum tenure land developmeairtnership discussns with Encana CorporatioA.number of
international agreements were signed aR),G-20 Toronto, Canadal8nmit meeting in late
June, 201(see front page photo collag&here over 11,000 Canadian military forces, police
officers and security guasdvere deployed to guard the proceedings against public protesters.

With all the new ducks lined up inraw, Apache Canada by way of thaKM LNG Operating
General Partnership, filed for atwo-phasedNatural Gas Eport LicenceApplicationwith the
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National Energy Board on Decembr2010(along with a number of documentiandled by its
legal advisors witlDsler, Hoskin & Harcourt LLP :

This is the first time that an export of LNG has been apphia under the present
National Energy Board Part VI (diand Gas) Regulations, for the purpose of accessing
offshore marketsA daily maximum is not requested in light of the particular nature of
this application.

Unlike continental North American natural gas markets served by onshore pipelines, Asia
Pacific LNG buyers are seeking loftgrm secure gas supply arrangements with regulatory
certainty before committing to lortgrm contractual commitments. Therefore a lkbagn

gas export licence is required prior to completing gas export sales contracts. Thastont
with the National Energy Board Part VI (Oil and Gas) Regulations requirement for gas
export sales contract information as part of the gas export licence application.

The application is a response to a rapidly changing North American gas marketighat
driven by recent technological advances and a current and foreseen abundance of supply.
The majority of the gas that is proposed to be exported under the Licence will likely be
sourced from Northeast British Columbia. This region is widely consideriedldo

significant gas resources, although it is in a relatively early stage of development.

The significant investment required for the Kitimat LNG Terminal and PTP, noted above,
and the opportunity to access new gas markets for Canadian natural gasfoodu a

price premium[bold emphasis] will incent Terminal Owners to ensure sufficient gas supply
is available so that the terminal may achieve high utilization rates. Terminal Owners have
provided longterm financial commitments for the developmentppfosting infrastructure

and will be strongly motivated to ensure that the capacity of all components of the project is
highly utilized to secure appropriate returns on their investments.

Apache’s share of LNG to be exported under this Application wabloeced from its
ownership of natural gas reserves and production located in Canada, currently British
Columbia, Alberta and Saskatchewan, as it may evolve over the duration of the Licence
(“Apache Corporate Supply Pool”). All gas reserves quoted by Apactd included in this
Application are owned by Apache.

EOG’s share of LNG to be exported under this Application will be sourced from its
ownership of natural gas reserves and production located in Canada, currently British
Columbia and Alberta, as it mawolve over the duration of the Licence (‘EOG Corporate
Supply Pool”). At the present time, EOG is rationalizing its Alberta based reserves and the
anticipated commercial transactions will impact this source of supply. Therefore, for the
purposes of dematrating that EOG has adequate reserves and supply to support the
requested licence, EOG has focused on its British Columbia reserves. All gas reserves
guoted by EOG and included in this application are owned by EOG.

Terminal Owners will have the abilitp purchase gas supply at Spectra’s Station 2 if

required. Station 2 is a liquid hub where gas from the entire Western Canadian
Sedimentary Basin is accessible through swaps and potential future NOVA Inventory
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Transfers. Further, gas supply available aeSfa Station 2 is likely to increase
significantly as Northeast British Columbia’s Horn River and Montney Basins are
developed.

The potential environmental effects of the first phase of the Kitimat LNG Terminal and

PTP have been evaluated by both fedarad provincial environmental review processes.
These processes concluded that neither project was likely to cause significant adverse
environmental effects, provided that appropriate mitigation was applied and that the
recommendations attached to the apmls were followed. These approvals are discussed
further in Appendix 2 Project Description and Status. In light of these circumstances, KM
LNG does not consider there will be any additional environmental effects resulting from the
issuance of the Licee.

Apache and EOG’application states that ttwo-phased LNG terminal is set to cost about $4.5
billion, and that thé*artnership intends to export “up to 10 million tonnes” of LNG per year over a
20-year period, or about 1Bbillion cubic metres peyear,almostdouble the initial import rate by
Kitimat LNG Inc. stated a fewears earlierlt’s an astounding figuteepresentingibout one half of
BC'’s total annuahetnatural gas production in 2009

Apache Canada’& EOG’s December 201@roposed LKB export scenarios from Kitimat.
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In one of thePartnership’s application documents by Roland Priddisport Impact Assessment
Report is the claim that 13.2 billion cubic metres, or 468 Bcf, per year will “not likely to cause
Canadians difficulty in meetg their energy requirements at fair market prices.” Aside t@sed
speculations abounationaleconomicsand the statement in tiRartnership’s report,Natural Gas
Demand and Supply Forecastat “Canadian gas demand growth is expected to be driven
principally by ... increased gas requirements for growing Oil Sands productibat’about the

more important question for British Columbians, namely thelong term cumulative impacts to
northeast BC’senvironment? As stated in th&artnership’s 201062035LNG Market Assessment
Outlook for the Kitimat LNG Terminahpparently th&artnership, and by way of extension all of

the other corporate players in northeast BC, seems to be confident in something described as
“Canada’s political stability and regulatorgertainty.” The LNG plant is creating an addiction on
what maycorrectly be called “dirty” gas, which is proceeding without environmental planning and
public input. Recently, on April 13, 2011, the B.C. Tap Water Alliance, along with a small coalition
of NGOs, petitioned the B.C. government to hold a public inquiry into the deep shale gas operations
in northeast BC.

The 1.3 million hectare Horn River Basin is the shaded gray area, the yelleshogangApache’sgastenures.
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In the Horn River Basialone,locatednorth and northeast of Fort Nelson, Bertnership reports

that “approximately 230 wells have been drilled to date” by all the 27 different companies with
hundreds of petroleum leases. In both Apache’s and EO@sorate Supply Podiriefs b the

National Energy Board, over a period of 24 years Apache intends to establish over 1,200 wells, and
EOG over 1,300 wells. In addition, Apache has also alluded to building another gas processing
facility south of Encana Corporation’s Cabin Gas Pladt@pectra Energy’s processing plant

another looming energy sucking and atmospheric emissions footprint

About three months following theartnership’s December 2010 application for an LNG export
licence with the National Energy Board, was the announcethatEncana Corporation had
becomeApacheandEOG’s new partner ifKitimat LNG Inc. , with a“30 percentworking interest
ownership”, and partial ownership of the Pacific Trails Pipeline.

In late April, 2011, the Partnership provided revised informmatiiothe National Energy Board on
its natural gas assets (“supply pools”), including new information from Encana (April 21, 2011
Alberta and British Columbia marketable gas volume estimates

Encana’s forecasted drilling sched@gril 21)

EOG'’s forecasted drilling schedule
(April 26)
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Apache Canada’s forecasted drilling schedule (March 15)

KITIMAT LNG APACHE EOG RESOURCES ENCANA
TERMINAL
Total Term 20-year Term 20-year Term 20-year Term

Requirement at Inlet
(assumes Phase 2
commences 2()

Requirement @ 40%

Requirement @ 30%

Requirement @ 30%

289.398 billion cubic
metres (10,220 Bcf)

115.759 billion cubic
metres (4,088 Bcf)

86.819 billion cubic
metres (3,066 Bcf)

86.819 billion cubic
metres (3,066 &)

Total Daily
Requirement at Inlet

@ 40%

@ 30%

@ 30%

Phase 1 (2012018)
19.8 million cubic
metres/day

(700 MMcf/d)

7.93 million cubic
metres/day
(280 MMcf/d)

5.95 million cubic
metres/day
(210 MMcf/d)

5.95 million cubic
metres/day
(210 MMcf/d)

Phase2 (20182035)
39.6 million cubic
metres/day

(1,400 MMcf/d)

15.87 million cubic
metres/day
(560 MMcf/d)

11.89 million cubic
metres/day
(420 MMcf/d)

11.89 million cubic
metres/day
(420 MMcf/d)
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With the current trends in northeast BC with larger internaficorporations, like China’s
PetroChina, and South Africa-basedSaso| taking on joint venture partnerships and perhaps even
one day gaining more and more control over other companies, it is hard to predict who the future
owners of the proposed KitimaNG terminalmaybe.

By 2010 and 2011, publications by national and international energy industry coassilsiations
and government agencibad pegged the future for natural gas, desdrlty oneas “the new era
for gas”.The new era arguments aoaihd in: he World Energy Council’'s 201®ocus on Shale
Gasreport the World Economic ForumEnergy Vision Upd&2011, A New Era for Gagport;
and tre recent April 2011 lengthy report by the U.S. Energy Information Administrationd
Shale Gas Resioces: An Initial Assessment of 14 Regions Outside the United.States

One of the possible futuigggantic*footprints” of the shale gas developments in northeastiB.tAe proposal to build
a third series of dammn the Peace River just west of FStt Johnthe controversial Site C damnd a $300 million
transmission line, to provide hydro electric energy to energy companies operating in the frasikisigHoa instance,
Encana Corporation’s Cabin Lake new gas processing facility at full capamitgl alonerequire almost the entire
output of one of the six proposed turbines for Site C.
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Currently, there are two primaggctivehydrocarbon development zones in B.C.: in the northeast
Western Sedimentary Basin, defined by a 600 kilometre longgzene (the length of one side of

the triangle zone along the B.C. and Alberta border), where the Montney, Horn River, Liard, and
Cordova Bay fracking zones are located; and developments in the Fernie Basin, in southwest B.C.
In the future, all the otherones the Georgia, Tofino, Winon&lechako, Bowser, Queen Charlotte,
and Whitehorse Trough Basinsvill all be targeted for energy developmertsthe future, all the
energy corridor pipeline developments and environmental issues will be tied tetleegg basins.
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KITIMAT LNG EXPORT TERMINAL
AND PACIFIC TRAILS PIPELINE
CHRONOLOGY

He (Jim Wall, president of Apache Canad#firmed they were not like the Enbridge project
that they had already received environmental approi@durce Kitimat Daily Online,
November3, 2010)

22



1981

December 2- The BC government sets a deadline for the Canadian petroleum industry to register
proposals to dispose of the provincial gas surplus of 75@&c24 billion cubic metres)n

response, the petroleum industry suggests 11 possibilities, three of which include LNG terminals.
As reported in the Calgary Herald:

The most ambitious single project comes from Vancouver entreprBobutarter, who is
proposing to build a combinddNG-petrochemical facility at Ridley Islar@rince Rupert)

This complex would ship an average 480 million cubic feet a day (MMcfd) of LNG to Japan
and Korea over a 2@¢ear period starting in 1987. In addition, a further 68 MMcfd of gas
would be upgradethto petrochemicals.

Two Japanese firm§umitomo Corp. andMarubeni Corp., and a Korean company,
Daewoo Industrial Co, are planning to buy LNG from Carter, who puts the total cost of his
project at $5.6 billion.

This figure includes a $500 million dritlg program witfCanadian Hunter Exploration

Ltd. in the B.C. Deep Basin.

LNG proposals also come frodome Petroleum Ltd.and from theRim Gas consortium
headed by the Crown corporatiBetro-Canada. Surprisingly, however, no proposal was
submitted byNorcen Energy Resources Ltd.which had previously announced its own
plans for an LNG plant.

Dome and its partnersaffiliate TransCanada PipeLines Ltd; Nova, an Alberta Corp.;

and the prospective LNG custoniissholwai Corp. of Japan are planning a plamwhich
would consume 170 bcf of gas a year. The total costiuding a shipyard and the
construction of two LNG carriersis put at $3.3 billion.

TheRim Gas group- consisting oPetro-Canada, Westcoast Transmission Ltd.and

Mitsui and Co. of Japan is planning an LNG plant near Kitimat, which would consume
just 115 bcf of gas a year. the cost is put at $2.3 billion, including construction of ships. This
consortium has also committed to a $370 million drilling program in B.C. over the next 10
years.

1995

January - “Pac Rim LNG, a Calgarlgased consortium of companies, has agreed to form a joint
venture to promote and develop liquid natural gas facilities in British Columbia using natural gas
from B.C. and Albertd.(The Hamilton Spectator, Januar®,3.995 Venture Eyes Far Egst

1996

December- “An international joint venture company is planning a hugeligasfying plant near

the Alaska border to export Canadian natural gas to Korea. The plant is to be built at thefvillage o
Kitimat, about 75 ntes southeast of Prince Rupert. Cost of the project is estimated at more than
$1.1 billion. The plant at the head of Douglas Channel would liquefy gas brought-imeh24

pipeline from the Peace River area in northeast British Coluh{®iachorage DailyNews,

December 11, 1996 NG Plant Planned Near Prince Rupert
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1997

April - “Phillips Petroleum, Daewoo Corp, Bechtel EnterprisesandPacRim LNG have agreed
to build $1 billion liquefied natural gas facility near Kitimat, B.(St. Paul Pioneer PresApril
10, 1997)

2002

March 14 - Following apublicannouncmentin September 2001he¢ giantDelaware, Charlotte,
North Carolinabaseduke Energy Corporation acquiresNestcoast Energy Incwith its
Canadian holdingfor (U.S.) $8 billion (the Camhan dollar was valued much lower than the U.S.
dollar), including allownership andlistribution operations in British Columbibn 2007, Westcoast
Energy Inc. becomes a wholly owned subsidiar@péctra Energy Corp.

Duke Energy Corporation (collectively with its subsidiaries, Duke Energy), an integrated
provider of energy and energgrvices, offers physical delivery and management of both
electricity and natural gas throughout the U.S. and abroad. Duke Hwergges these and
other services throughe seven business segments described below.
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Natural Gas Transmission provides transportation and storage of natural gas for customers
throughout the East Coast aBduthern U.S. and in Canada. Natural Gas Transmission also
provides distribution service tetail customers in Ontario and West&anada, and gas
gathering and processing services to customers in Western Canada. Natural Gas
Transmission does busingssmarily through Duke Energy Gas Transmission Corporation.
Duke Energy acquire@estcoast Enegy Inc. (Westcoast) on Marc4, 2002 (see Note 2

to the Consolidated Financial Statements, “Business Acquisitions and Dispositions”). Duke
Energy Gadransmission’s natural gas transmission and storage operations in the U.S. are
subject to the FERC's artle Texas Railroa@ommission’s rules and regulations, while
natural gas gathering, processing, transmission, distribution and storage operations in
Canada are subject to the rules and regulations of the National Energy Board, the Ontario
Energy Board anthe British ColumbidJtilities Commission.

Field Services gathers, compresses, treats, processes, transports, trades and markets, and
stores natural gas; and produdesnsports, trades and markets, and stores natural gas
liquids (NGLs). It conducts opations primarily througuke Energy Field Services,

LLC (DEFS), which is approximately 30% owned®gnocoPhillipsand approximately

70% owned byouke Energy. Field Services gathers natural gas from production wellheads
in Western Canada and 11 contigaatiates in the U.S. Those systesas/e major natural
gasproducing regions in the Western Canadian Sedimentary Basin, Rocky Mountain,
Permian Basin, MidContinent and East Tex#@sustin ChalkNorth Louisiana areas, as well

as onshore and offshore Gulf Gbareas.

Duke Energy North America (DENA) develops, operates and manages merchant power
generation facilities and engagesommodity sales and services related to natural gas and
electric power. DENA conducts business throughout the U.S. and Céunadgh Duke

Energy North America, LLC anDuke Energy Trading and Marketing, LLC (DETM).

DETM is approximately 40%wned by ExxonMobil Corporation and approximately 60%
owned by Duke Energy. Prior to April 1, 2002, the DENA busisegsnent was combined
with Duke Energy Merchants Holdings LLC (DEM) to form a segment callédiorth
American WholesaleEnergy. In 2002, management combined DEM with the Other
Energy Services segment. Previous periods have been reclassdaddon to the current
presentation.

International Energy develops, operates and manages natural gas transportation and power
generation facilities, and engagesales and marketing of natural gas and electric power
outside the U.S. and Canada. It conducts operations primarily thBaughEnergy

International, LLC (DEI) and its activities target power generation in Latin America,

power generation and natural geensmission in Asiacific and natural gas marketing in
Northwest Europe.

2. Business Acquisitions and Dispositions

Acquisition of Westcoast Energy IndWestcoast)On March 14, 2002, Duke Energy

acquired Westcoast for approximatelyt$Bion, including the assumption of $4.7 billion of
debt. The assumed debt consists of debVes$tcoast Union Gas Limited (Union Gas) (a

wholly owned subsidiary of Westcoast) and various project entities that are wholly owned or
consolidated by Duke Energ¥he interest rates on the assumed debt range from 1.8% to
15.0%, with maturity dates ranging from 2002 through 2031. Westdwastquarteictin
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Vancouver, British Columbia, is a North American energy company with interests in natural
gas gathering, processing, transmissgtarage and distribution, as well as power
generation and international energy businesses.

In the transaction, a DukenBrgy subsidiary acquired all of the outstanding common shares
of Westcoast in exchange fapproximately $1.7 billion in cash (net of cash acquired) and
approximately 49.9 million shares of Duke Energy common dfiockuding exchangeable
shares of a DukEnergy Canadian subsidiary that are substantially equivalent to and
exchangeable on a onefone basis for Duke Energy common stock). The value of the Duke
Energy common stock issued was approximately $1.7 b#liwhwas determined based on

the average arket price of Duke Energy’s common shares over thedayoperiod before

and after theéerms of the transaction became fixed, in accordance with EITF Nb2,99
“Determination of the Measurement Date for the MaR&te of Acquirer Securities Issued

in aPurchase Business Combination.” Under prorating provisions of the acquisition
agreementhat ensured that approximately 50% of the total consideration was paid in cash
and 50% in stock, each common share of Westaydsted the holder to elect to receiv

43.80 in Canadian dollars, or either 0.7711 of a share of Duke Energy common stock or of
anexchangeable share of a Duke Energy Canadian subsidiary, or a combination thereof. The
cash portion of the consideration wiaaded with the proceeds from theuasce of $750

million in mandatory convertible securities (Equity Units) in November Z66& Note 18)
along with incremental commercial paper. The commercial paper was repaid using the
proceeds from the October 20p@blic offering of Duke Energy Comma3tock (see Note

18).

The acquisition of Westcoast was consistent with Duke Energy’s natural gas pipeline
strategy to expand its footprint between key supply and market areas in North

America. During its evaluation, Duke Energy identified revenue enhanceapportunities
through expansion projects and business integration, cost reduction initiatives, and the
divestiture of several nestrategic businedses and assets. These initiatives, when

combined with the ongoing earnings contributions from Westsogipelines and

distribution businesses, supported a purchase price in excess of the fair value of Westcoast's
assets, which resulted in the recognitidrgoodwill. The Westcoast acquisition was

accounted for using the purchase method, and goodwiisbaimately $2.3 billion was
recorded in the transaction, of which approximately $57 million is expected to be deductible
for income tax purposes. Of this amoust2 million was allocated for tax purposes to

Empire State Pipeline which was sold in Febyu2003 (see Note 22).

(Source: Duke Energy Corporation 2002 Annual RepbriS. Securities and Exchange
Commission, Form 1K)

In Duke Energyowned Westcoast Energy Inc.’s 2001 annual report, the company had a new vision
for natural gas use in North Aarica:

MARKET OUTLOOK

Notwithstanding the dramatic swings in natural gas priowvey the past two years, long
term forecasts continue fwedict a North American natural gas markeapproximately 30
trillion cubic feet per annum by 20160ontinued graith in infrastructure will be required to
supply this market.
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The largest contributor to the current growth in natgesl demand remains the generation
of electric power. Théong-term view is for growth in demand for electricitydontinue,
necessitatig construction of additional generaticgpacity to meet the incremental demand.
Natural gas firedjeneration of electricity is expected to be a significant source of
incremental power supply.

Increasinglynatural gas supply from Canada will tegjuired to meet increases in demand
for natural gas ilNorth America. Some of the key incremental supply regioi@anada
include the offshore region of Nova Sconartheast British Columbia and the southern
NorthwestTerritories. The Company is well positiechin each of theggroducing regions
with pipeline systems that connect thesgions with attractive and growing natural gas
markets.
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2004

January 19- Galveston LNG Inc. becomes incorporated as a private Canadian energy company
(corporate numbeR010866727), with its office in Calgary, Albertaalveston Inc.was founded

by Alfred Sorensen a former executive with Charlotte, North CarolimesedDuke Energy. The
following biography on Sorensen from Bloomberg:

Alfred Sorensen, B. Comm, C.A.

saves as the Head of DEI Europe

and Senior Vice President of DEI

of Duke Energy International,

LLC. Mr. Sorensen serves as the

President and Chief Executive Officer@alveston LNG Inc. He serves as the Chief
Executive Officer oKitimat LNG Inc. atGalvegon LNG Inc. He was the president of the
Canadian trading division of Dukenergy Trading and Marketing (DETM), since 1997.
He began his career Buke Energyin 1987 as a marketing representative. Since then he
has served in a number of positions of iasiag responsibility within the trading company
and since 1999 was responsible for expanding DETM's CanaliNésion into power

trading from its gas trading platform. He was the PresideDuké Energy (Europe) Ltd.
and was responsible for the develominef Duke Energy's European strategy. He also
established a fulscale energyrading unit. He joined SGP with a wealth of experience in
the energy sector. He served as a Partn€oafinental Energy Marketing Ltd. He has
been an Independent DirectorQierra Geothermal Power Corp.since March 12, 2008.
He serves as a Director Ghalveston LNG Inc. Mr. Sorensen is a Chartered Accountant and
holds a Bachelor of Commerce Degree from the University of Alberta.

An August 2007 article in Oilweek Magazine Apdrea Lorenz provided scant background
information onGalveston Inc.’s“small group of entrepreneurs, four of whom knew each other
from their days aBuke Energy marketers

After studying the area carefull@galveston’steam of chief executive officalfred
Sorensen, céounder Thom Dawson (now LNG Impel president),-piesident of risk
management Dale Dixon, and KLNG president, Rosemary Boulton pinpointed the spot
where they wanted to build the terminal.

In the late 1990s, they decided to hitchitieempany to the LNG star and to begin looking
for a terminal location. ... By the tin@@alveston’sexecutive team began their search,
communities up and down both coasts of the United States and Canada had rejected
enticing proposals from the mightiesultmational corporations. Competition for the right
site was so fierce th&alveston’sfounders—who had had their sights set on Kitimat from
the beginning-threw their competitors off the scent by naming their first company after the
Texas coast city whegesidents were being wooed by several companies.

The KLNG/Haisla deal is emblematic of the realization by Canada'’s aboriginal leaders that

they now wield unprecedented leverage over the fate of projects like the Mackenzie Gas
Project, the Gateway Pipele, and a raft of others competing for their approval.
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Aboriginal bands can provide investors and planners with what they want most aside from
profits—certainty—or they can hold projects hostage. They can demonstrate their support to
the government, thelog fasttracking the regulatory process, or they can oppose and
obfuscate, eventually frustrating impatient foreign investors into withdrawing their support.

When they approached the Haisla, Chief Steve Wilson and his team told them that while his
band menbers were supportive of the project, they preferred that the terminal be built at a
different site called Bish Cove.

Councillor Keith Nyce, one of the band’s chief negotiators, escorted Oilweek’s
photographer and associate editor by powerboat to see $iteh.

When it came to arguing their case, the Haisla had a significant advantage: two companies
had previously conducted engineering studies of the Bish Cove site for an LNG terminal and
had concluded that it was satisfactory.

They also knew that theafweston team was in a hurry to scoop their competitors. KLNG'’s
Boulton and her team were eager to fasck the environmental review, to begin courting
suppliers, and to secure-salled “first-mover” advantage. If the Haisla refused to support
the project, it could be mired in delays.

April - Kitimat LNG begins conducting environmental field stucaesl negotiations with the BC
government, the Haisla Nation and the District of Kitimat regarding its proposed import LNG
terminal near Kitimat for aegasiication facility.

The proponent of the proposed LNG facility in Kitimat, Kitimat LNG Terminal (“Kitimat
LNG”), has commenced the process to obtain a Project Approval Certificate from the British
Columbia Environmental Assessment Office and Canadian @magntal Assessment
Agency.This certificate would allow construction and operation of its project, which is
proposed initiallfo accommodate imports of up to 610 MMcf/day of natural gas
commencing in late 200&itimat LNG has indicated its desire toli#te the Company’s

natural gas transportation servitesieliver the regasified LNG into tiizuke Energy Gas
Transmission system at the point of tlexisting interconnection with the Company. The
Company would be required to reverse the flthits pipelne and expand its capacity in the
event the Kitimat LNG project proceeds as planned.

In the Company’s Northeast region there has been recent growth in the oil and gas sector, as
well as the coal sector, which may expand the Company’s customer baserayitwat
(PNG Annual Information Form, 2004)

June - Premier Gordon Campbell writes a letter of support for the iNg®rt proposal in Kitimat.
Following themajority BC Liberal government election in May, 20@0dnning an unprecedented

77 out of 79 seat®nd following the initiation of the Red Tap Task Fo{2@012002) the
government begins slashing environmental legislations and regulations, including the provincial
Environmental Assessment Adthe Act, passed into legislation under the New Demoan&t895
was BC'’s first critical planning tool for larggcale industrial and commercial projects.

August 18- Galveston Inc submitsRreliminary Project Descriptiomeport to the BC
Environmental Assessment Offiemd a similar project description wiled with the Canadian
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Environmental Assessment Agency in Septeniblee company envisions completion of the LNG
terminal by November, 2008 he rationale for the LN@nport project is based on supplying
natural gas to Alberta’s tar sands operatibosn a number of overseas LNG export terminals

In North America, Canadian natural gas has played an important mleeiting growing

U.S. demand, but with the continuing growth in oilsands produdianada will not be able
to meet new US demand growthrécent report indicatesisands demand for natural gas is
currently about 0.79 Bcf/d on an annualized baldss demand is set to increase 2 to 4 fold
as the development of the oilsamegresses.

Abundant World Natural Gas Reserves and LNG Potential

Natural gas reserves around the world are about 5,500 trillion cubic feet (Tcf), o6@bout
times world annual usage. Much of this gas is "stranded" because it is locagiis
disconnected from consuming markets. This has led to a growing LNGrypndus

The key development over the next ten years will be the rapid expansion of world wide
liquefaction capacity. It is expected that by 2008, liquefaction will exceed the availability
regasification capacity by a considerable margin. There is magsiveh ofliquefaction
facilities especially in the Pacific Basin, such as the Sakhalin Island piagated off the
east coast of Russia, Tangguh in Indonesia, Tiga in Malaysia and Gorgostralia. LNG
production from these (and other) projects bareconomicallylelivered to the West Coast
of North America. Galveston will source LNG supply froimese areas for use in the
terminal.

In the National Energy Board’s October 2000 repBenada’s Oil Sands: A Supply and Market

Outlook to 2015it staes that “both integrated mining projects and thermal in situ projects use
substantial amounts of natural gasas a fuel source in their operations,” and that “the price of
natural gas is an important determinant of the level of profitability for thesectmdje

An assessment of natural gas requirements and electrical power generation related to oil
sandgdevelopment indicates that gas requirements would double to nearly 1 bcf/d by 2015,
and that about.8 TW.h of generating capacity would be availablthtoAlberta power

grid, also by 2015. Thisepresents about 7 percent of Alberta’s 1999 gas production and
about 9 percent of its 1999 powggneration capacity.

August - After holding 8 roundtable discussions with selected stakeholders in VancouvaryCalg
Toronto, Ottawa, Montreal and Fredericton in February 2004, the National Energy Board publishes
Looking Ahead to 2010: Natural Gas Markets in TransitiBased on its July 2003 report,

Canada’s Energy FutureScenarios for Supply and Demand to 2GR NEB summarizes

scenarios that forecast “limited potential to increase natural gas supply” in Canada “while the
demand for natural gas was likely to increase,” suggesting the need for “import capacity for
liquefied natural gas (LNG) As stated on pagel of the report;the greatest increase was

expected to occur in the industrial sector largely due to the growth in” Alberta’s tar sands
developments

The term unconventional gas typically refers to-jo@rmeability reservoirs or “tight gas”,
shalegas,and CBM (increasingly referred to as natural gas from coal). In general,
participants viewthat unconventional gas has the potential to increase overall natural gas
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production in the futurddowever, there is substantial uncertainty surrounding the
econonics and development of thesesources in the period to 2010. The productivity of
these wells are usually very low and a greatamber of wells are needed to produce the gas
since it tends to be found in deposits that extend al&rge area.

Looking & the overall North American context, participants generally believe that it will
also bedifficult to increase gas supply from other existing basins in the continent. As a
result, there isremendous interest to develop capacity to import LNG to Northrigme
Across the country, participants were of the view that LNG would play a larger role in the
future, particularly in thé&Jnited States(Pages &)

Scenarios for otbands development indicate that the requirement for natural gas is likely to
grow from the curren0.6 Bcf/d (17 million m3/day) to between 1.2 and 1.6 Bcf/d (34 to 45
million m3/day) by the endf the decade. Meanwhile, oil sands producers continue to
examine ways to reduce their reliamaenatural gas such as through the combustion or
gasification of the bitumen itself, or througbhmbustion or gasification of coal. Small scale
nuclear power has also been raised as an alterniatges. However, the general consensus
of participants was that natural gas would continue to bents ecoomic and
environmentally attractive fuel, at least until the end of the de¢Rdge 12)

However, four years later, by 2008, the NEB’s Canadte scenarios begin to shift dramatically to
an oversupply of natural gas produced in western Canada.

Septenber 14 - The BC Environmental Assessment office issues an ordi@titoat LNG Inc.
regarding the project’'s Terms of Reference.

2005

January 6 - The National Energy Board and the Nova Scotia Department of Energy sponsor an
LNG Safety Workshop held in dhtreal The meeting was held to scope “the potential for
continued expansion of the LNG industry in North America.”

April 13 - Kitimat LNG Inc. files its 6G8pageFinal Terms of Reference for an Environmental
Assessment Certificate (Application) for a Wwfged Natural Gas Receiving, Storage and Sentl
Facility to the BC Environmental Assessment Offi¢ae report includes a description of a
proposed TERMPOL review on large vessel transportation issues into Kitimat Arm fjord.

June 13- the BC governmerdccepts Kitimat LNG’s application for an environmental assessment,
marking the start of a 18@ay review period. It includes a 4fay public consultation period from
June 15 to July 30.

September- Pacific Northern Gas Ltd. (PNG) files KitimatSummit L&e (KSL) Natural Gas

Pipeline Looping Project through Pacific Trail Pipelines for an environmental assessment process.
The pipeline extends from Spectra Energy Transmission’s pipeline at Summit Lake to the Kitimat
LNG Inc. in Kitimat.A Project Descriptionwvas filed on November 2, 2005, and the EAO issued an
order on November 23, 2005 that the project was reviewable.
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December- Kitimat LNG and the Haisla First Nation sign an agreermerinciple for location of
the proposed LNG plant on Bish Indian ReseNo. 6, at Bish Cove.

In 2005 the Company commenced preliminary study and investigation of a project to loop
its main line transmission system from Kitimat to Summit Lake (the “KSL Project”). The
KSL Project would be required to provide gas transpaomeatervices for the proposed
liquefiednatural gas (“LNG”) receiving and regasification terminal under development by
Kitimat LNG Inc. to be located on the Douglas Channel approximately 15 kilometers
southwest of KitimatKitimat LNG Inc. is a private comgny headquartered in Calgary,
Alberta. If the terminal isonstructed as planned, the Company will seek the necessary
approvals to reverse the flow of pigoeline and expand pipeline capacity from the current
115 million cubic feet (“MMcf”) per dayo acommodate the delivery of 610 MMcf per day
from the terminal.

On October 18, 2005 the Company engaged two international banksaasiegers for the

project financing of the proposed KSL project. These banks were also concurrently engaged
by Kitimat LNG Inc. as cearrangers for the project financing of the proposed
regasificatiorterminal. (SourcePacific Natural Gas Annual Information Form, 2005)

In 2005, the Company commenced preliminary study and investigation of a project to loop
its mainline transmsion system from Kitimat to Summit Lake (the “KSL Project”). The

KSL Project would provide gas transportation services for up to 1.0 billion cubic feet per
day from the proposed Kitimat LNG Inc. liquefied natural gas (“LNG”) receiving and
regasificatiorterminal (the “Terminal”), to be located on Douglas Channel approximately
15 kilometers southwest of Kitimat, to the Company’s existing interconnection with the
Spectra Energy (“Spectra Energy”) transmission system. The KSL Project would entail the
construction of approximately 470 kilometers of a 30 or a 36 inch diameter pipeline and
associated compression facilities, at an estimated cost of $900 million to $1.2 billion.
(SourcePacific Natural Gas Annual Report, 2006)

2006

June 6- BC government new®lease reports that Kitimat LNG Inc. “has received a provincial
environmental assessment certificate for the construction and operation of a proposed liquified
natural gas terminal at Bish Cove, following a comprehensive review by BC’s Environmental
Assesment Office.”

June 6- Adam Kreek publishes repoithe Albertan Tar Sands’ Need for Natural Gas

Natural gas is currently a necessity for the production of the bitumen that lies
within the tar sands. It is an industry rule that 1000 to 500 cubic fega®fs needed to
extract and upgrade one barrel of heavy crude, depending on recovery processes.

The reserves of natural gas in West@anada are limited and appear to have reached peak
production. Peaking will cause codtsrise as demand outstripsgly. Finding the energy

to power the tar sands may need to come from an area other théveitern Canadian
Sedimentary Basin (WCSB). Construction of a Liquid Gas Trantgrantnal and pipeline

is being pushed towards development in Kitimat, Britistu@bla.
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Gas could be brought in from all over the world to produce the oil in the tar sands. The
consumption of foreign natural gases may affect Canada’s international relationships, and
the supply of oil coming from Northern Alberta.

The production of naral gas in Canada is currently experiencing a plateau, and it is the
opinion of many including the National Energy Board (NEB) that the production of
conventional gas has peaked.

The United States currently receives 85 per cent of its gas imports &inad& and will

take whatever it can secure for future economic growth. Natural gas is necessary to make
plastics, chemicals, pharmaceuticals, fabric for clothing and packaging. More importantly,
90 per cent of chemical nitrogenous fertilizer is made fratamal gas, which has become
indispensable to agribusiness.

The gas used to power the removal of bitumen from the tar sands currently comes

from conventional sources in the Western Canadian Sedimentary Basin (WCSB), but new
sources to fill increasing demd could come from coal beds, pipelines or liquid natural

gas (LNG) terminals.

July 17 - PNG formsPacific Trail Pipelines Limited Partnership, a 50850 partnership between
PNG and Galveston LNG Inc. (parent company of Kitimat LNG Inc.).

PTP and Kitinat LNG executed a Precedent Agreement to coordinate the process of
obtaining authorizations fadhe KSL Project with the development of the Terminal. The
agreement outlines, among othieings, the key economic arrangements between PTP and
Kitimat LNG, aswell as the targetetimeline and key milestones for construction of the
KSL Project and the Terminal. Up@ompletion of the KSL Project, and subject to
regulatory and shareholder approvals,@loenpany’s existing mainline transmission system
will be trarsferred to PTP and integrated witie KSL Project facilities. The Company will
continue to own and operate its existing dasribution systems, including its Customer
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Care Centre in Terrace. If the required approaats LNG supply are obtained, PTP eg{s
to commence construction of the KSL Projdilities by the fourth quarter of 20082NG
Annual Information Form, 2006)

A key component of the BCEAO process is consultation with and accommodation of First
Nations interests, as the KSL Project traes the claimettaditional territory of 17 First
Nations. We are meeting with First Nations representatives to ensure the interests of all
affected First Nations amccommodatedPNG Annual Report, 2006)

July 18 - Edmonton Journal articl&itimat LNGraises interest from oilsandBollowing its

intention to supply natural gas to Alberta’s tar sands in its August 2004 Terms of Reference report
to the BC Environmental Assessment Office, the medentuallyreportthat the proponens

receiving interetsfrom the tar sands developers.

August 28- Kitimat LNG Inc. receives a federal environmental permit to build the first LNG
terminal on the west coast of Canada and the United States. In a press statement, Kitimat LNG
president Rosemary Boulton statd3efand for oilsands production and the natural gas to power
these projects will grow, making the project attractive to offshore suppliers.”

October 18- In a press release by Kitimat LNIGc.: “The terminal will deliver gas via a pipeline
approximately 4 kilometers long, into the Pacific Northern Gas pipeline. The gas will then be
transported to the interconnection of the existing Duke Energy’s Westcoast Energy Main gas
transportation system:The company announced in late September it had signed & ldéad
Agreement (a precursor document to a formal contract)gghefied Natural Gas Ltd. of

Australia, which would see the Australian company supplying 1.8 million metric tones per year of
LNG, or, 25 per cent of the terminal’'s capacity. For the termiamak economically viable, it

requires a supply feed of close to capacity, she says, adding, “we expect the rest of supply to be i
place within the next year.”

Photo of
Gosnell
wetlands, just
east of the
rising Coast
Mountain
Range, through
which the
pipeline route
may travel.
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2007

January 2 - Duke Energy Corporation spins off its gas business, includigstcoast Energy
Ltd., to formSpectra Energy Corp.According toonline Wikipedia, Spectra Energy“may be
considered the single largest ptixgector source of greenhouse gases in British Columbia.”
(Reference: Globe and MaikwspaperMarch 29, 2007)

On January 2, 200RQuke Energy completed the spinff of its natural gas businesses,
namedSpectra Energy Corp.(Spectra Energy), includingsiwholly-owned subsidiary
Spectra Energy Capital, LLC (Spectra Energy Capital, formerly Duke Capital LLC). The
natural gas businesses spun off primarily consisted of Duke Energy’s Natural Gas
Transmission businesgegment and Duke Energy’s 50% ownershtpriest irDCP
Midstream, LLC (DCP Midstream, formerly Duke Energy Field Services, LLC), which
was part of the Field Services businssgment. The results of operations of these
businesses are presented as discontinued operations in the accompanyifiga@echso
Statements of Operations for all periods prior togie-off. See Note 1 to the Consolidated
Financial Statements, “Summary of Significant Accounting Policies.”

1. Summary of Significant Accounting Policies

The new natural gas business, whEhamedSpectra Energy Corp.(Spectra Energy),
consists principally of certain operationsSgectra Energy Capital, LLC (Spectra Energy
Capital, formerly Duke Capital LLC), primarily Duke Energy’'s former Nat@as$
Transmission business segment and Diakergy’s former Field Services business segment,
which represented Duke Energy’'s 50% ownership interest in DCP Midstream, LLC
(formerly Duke Energy Field Services, LLC) (DCP Midstream).

(Source Duke Energy Corporation 2007 Annual Repor U.S. Securitis and Exchange
Commission, Form 1K)

July 25 - Pacific Trail Pipelines Limited Partnership files application with the BC
Environmental Assessment Offié@r an environmental assessment certifidatehe KSL
(Kitimat-Summit Lake Pipeline Loopingirojed.

October 11- Pacific Trail Pipeline'sapplication with BC. Environmental Assessment Offiéer an
EAO certificateis accepted.

2008

June 27 - BCEAO issues EA certificate for ti$4.1 billionPacific Trails PipelineAnnouncement
made by Environmerilinister Barry Penner and Energy Minister Richard Neufeld.

September- Kitimat LNG reverseds originatingplan fromimporting gas to exporting gas, and

begins seeking interested international buyers. Kitimat LNG piesident llene Schmaltz stated a

few months later, “large Canadian and major international energy players have expressed concrete
interest in our project through the process.”

November 14 - Kitimat LNG Terminal submits an Application for Certificate Amendmgvith
attached appendixe®) the BC Environmental Assessment Office to revise and reverse its position
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from importing to exporting natural géhange in utilization”) changing the intent to a $3 billion

LNG “liguefaction” terminal fora projecteds0 LNG mass marine expotankers pr year a drop

from 90 annual tankers from the original import proposal. Nevertheless, the proponents describe the
pipeline as maintaining “bidirectional” purpose.

Since issuance of the Environmental Assessment Certificate in 2006, KLNG has been
activelypursuing LNG supply for the terminal. However, over the past two years several
fundamentathanges in the global marketplace have affected the available supply. Two of
the most importanthanges have been an increase in LNG demand within the Asian markets
and delays icompleting liquefaction projects around the Pacific Rim.

At the same time that LNG demands have increased around the world, there have been
major natural gas discoveries in North America and, in particular, the Horn River and
Montrey fields in British Columbia. The projected reserves and deliverability over the next
few years havsignificantly changed analysts’ perception of gas supply available in North
America, reducing thaeed for new LNG import terminals.

The resulting supply/demandhbalance has led to significant price increases for LNG since
the Kitimat project was originally proposed in 2004 and it is now difficult to attract long
termsupplies of LNG for delivery to the North America market. This challenge has affected
viability of the terminal development in Kitimat.

KLNG has an opportunity to take advantage of these new market dynamics by changing the
business model of the Kitimat terminal to include an export facility. The revised business
model,supported by strong economicsn effectively take advantage of the opportunity to
liquefy natural gas for export now and in the future.

December 10- The federal Environmental Assessment office notifies Kitimat LNG that it does not
require a new federal environmental assessmentsfeonversion application to export LNG.

2009

January 7 - The BC EAOapproveKitimat LNG Inc.’sproject amendment application.

January 13- Kitimat LNG Inc. signs a Heads of Agreement wWMitsubishi Corporation equty

stake and terminal capacity, fbr5 million tons/year of LNG, 80% annual interesMitsubishi

vice president Kazuyuki Mori states “Mitsubishi is an industry leader in the global LNG sector, and
handles nearly half of the LNG imports to Japan.”

February - A threepart economic and parership agreement for the Haisla First Nation (Kitimat)

is tabled by its Vancouvdrased lawyers, Donovan & Compagncerning the development of the
Pacific Trails Pipeline: The Limited Partnership Agreement; the Participation Agreement; and the
Econome Partnership Agreement. The KLNG Benefits Agreement provides the Haisla with
350,000 shares in Kitimat LNG In€he 93page document describes how the provincial

government and the Pacific Trails Pipeline Limited Partnership (PNG and Galvestaretne}h

the 16 affected First Nations and created a “main table” forum and a “working group” to represent
the interests of the First Nations. In this agreement, the BC government would “pay up $35 million”
to a First Nations partnership, where the “First Natimould be required to invest all but $3
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million of the money to buy a share of the pipeline enterprise. The First Nations, for their part,
would agree that the Province has consulted and accommodated their Aboriginal rights and title
with respect to theipeline.” In the long set of stipulations in tHeaft document, the Haisla

promise not to “take any actions of any kind, including court actions, to directly or indirectly
challenge, prevent, hinder or delay the Pacific Trails Pipeline Project.”

March 10 - Fisheries and Oceans Canada and Transport Canada gives approval for the Pacific
Trails Pipeline to proceed pursuant to the CEAA.

March 16 - Pacific Trails Pipeline project receives CEA approval.

April 14 - BC Utilities Commissionwhich will regulatethe Pacific Trails Pipeline, providéstter
of agreementThe Pacific Trails Pipeline will send an application to construct and operate the
pipeline sometime in 2011.

April 15 - A news bulletin announces that “First Nations along the route of a propasedl| gas
pipeline in northern B.C. are signing onto a partnership with the province and the natural gas
industry in exchange for $35 million in equity and incentives.”

June 8 - Kitimat LNG enters a Memorandum of Understanding (MOU) Kitinea Gas Corp.to
acquire 2 million tons of LNG per year from Kitimat terminal for 20 yeab®ut 40% of the
proposed 5 million tons/year output (685 million cubic feet per.day)

July 6 - Kitimat LNG enters Memorandum of Understanding (MOU) with Spadds Natural,
which allowsGas Natural to acquire 30% of the proposed LNG output from Kitinizés Natural
delivers LNG to Spain, France, Italy and Latin America, and has a joint venturBeptolwhich
owns a fleet of LNG vessels.

July 15 - Kitimat LNG signs naturagias supply ageement withEOG Resources Canadand
Apache both based in Houston, Texas.

July 16- TheVancouverisland Tides magazine reports that there are presently “some 270 LNG
tankers operating around the world. These are big ships: the typkat teas a capacity of some
140,000- 180,000 cubic metres, or some 1.9 million cubic feet, and is about 280 metres long.
(Qatar is currently building LNG tankers which are 50% larger in capacity.)”

2010

Aboriginal Skills and Employment Partnership (ASERdgramthrough the federal Human
Resources and Skills Development Canada, initiates the Pacific Trails Pipeline (PTP) ASEP
Training Society. It was announced that the PTP project would receive $9 million under Canada’s
Economic Action Plan. The partnggated on the ASEP website) include:

x First NationsPTP Groug.imited Partnership ($1 million in funding)
x Pacific Tralil Pipeline ($1,231,000 in funding)

x Kitimat LNG ($2,466,000 in funding)

x Community Partners ($1,647,000 in funding)
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x Pipeline First Nationsl5 communities ($3,095,887 in fundinghe communities: Haisla
FN, Kitselas FN, Lax Kw’alaams Band, Lheidli T'enneh Band, McLeod Lake Indian Band,
Metlakatla FN, Nadleh Whut’en FN, Nak’azkli Band, Neetahi Buhn Band, Saik’'uz FN, Skin
Tyee FN, Stellat'efN, Ts'il Kaz Koh FN, West Moberly FN, Wet'suwet’en FN.

January 10 - Apache’sKM LNG Operating General Partnership acquires 51% interests in the
assets oKitimat LNG Inc. , which was owned by CalgahasedGalveston LNG. “KM LNG
Operating General Partnerdhip is a general partnership between CalgaagedApache Canada
KMM ULC andApache Canada Ltd.(managing partner, and wholly owned affiliateApiache
Corp. which operates in the Horn River Basinlhe proposed LNG plant in Kitimat isitially
forecastto handle 700 million cubic feet of gas per dagout 20 million cubic metres)
representing about 20% of BC’s annual production (based ond2@§9or about 5 million metric
tons of LNG per yeaDeals are being made with two buydferea Gas Corp. (the world’s
largest importer of natural gas) a@a@s Natural (Spain & Latin America).

January 14 - Apache Corp.joint partnership wittPacific Northern Gas. “Shares of Vancouver
basedPacific Northern Gasjumped $1.35, or seven per cent, to $20.65, traatnigigh as $21.49,
after HoustorbasedApache agreed to buy 51 per cent of the Kitimat liquefied natural gas export
terminal. The $3illion terminal would ship up to 700 million cubic feet a day, beginning in 2014.
Apacheis also buying a 25-percent sake in its Pacific Trail Pipelines limited partnership that
would build the $1.2illion pipeline loop to supply the terminal.

March 1-5 - Global LNG Summiin Amsterdam.
April 18-21 - 16th International Conference on LNG.

May 18- EOG Resourceshuys CalgarybasedGalveston LNG Inc. for $210 million acquiing
the remaining 49% dfitimat LNG Inc. from Galveston LNG, with Apache owning the
remaining 51%Galveston Inc.owned 24.5% interest in Pacific Trails Pipeline.

August 20- Two events in Priree George and Kitimat, sponsored by the Pacific Trails Pipeline
Aboriginal Skills Employment Partnership, herald the new partnership for employment
opportunities for First Nations to construct the proposed Pacific Trails Pipeline project.

November 23- The Haisla Nation ratifies a 49 year lease construction and operation lease with
Apache Canadafor the Kitimat LNG terminal.

December9 - KM LNG Operating General Partnership applies to the National Energy Board

under section 117 of tH¢ational Energy Boat Act(NEB Act) for a longterm (2Qyear) licence to
export natural gas as liquefied natural gas (LNG) from Canada to markets primarily located in Asia
Pacific doubling its original 700 million cubic feet/day export volume of LNGe application

includesa set of documents that describe the project proposal.

For the 20year export licence, KM LNG has requested terms and conditions that include:
(a) an annual volume of natural gas not exceeding 10 million tonnes of LNG, equivalent
to 13,300,000 16z or 468 billion cubic feet (Bcf) of natural gas;

(b) term volume of natural gas not exceeding 20 times the annual volume, or 200 million
tonnes of LNG, equivalent to 265,000,00Gr&or 9,360 Bcf of natural gas;

38



(c) an annual tolerance that may exceed thearexported volumes stated above by 10
per cent;

(d) an export point located at Bish Cove, near the Port of Kitimat, BC and;

(e) the filing with the NEB of all LNG sales contracts under which all LNG volumes will
be exported.

KM LNG has stated that it iibe the operator of a proposed natural gas liquefaction export
terminal to be constructed and operated at Bish Cove, near the port of Kitimat, British
Columbia (Kitimat LNG Terminal or Terminal). Development of the Terminal is proceeding
by way of a jointventure arrangement that currently consists of affiliategpathe

Canadaltd. (Apache) andEOG Resources Canada Inc(EOG). Apache Canada Ltd. is

an affiliate of Apache Corporation and EOG Resources Canada Inc. is an affiliate of EOG
Resources, Inc. Aghe and EOG hold a 51 per cent and 49 per cent participating interest,
respectively, in the joint venture and corresponding entitlement to the physical capacity of
the proposed Kitimat LNG Terminal.

In Apache’sEOG’s and Encana’sevisedMay 16, 2011application information to the National Energy Board is an
updated version of the new ownership arrangement under the Kitimat LNG terminal partnership.
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2011

January 1- According to “additional evidence” filed with the National Energy Board by the

Kitimat LNG export applicantsKitimat Partnership andKitimat ULC each underwent name
changesKitimat Partnership changed its name 860G Resources LNGandKitimat ULC

changed itmame toEOG Resources LNG ULC In addition, as a result of a series of
amabamationdetween December 30, 2010 to January 1, 2011, Kitimat LNG Inc., Galveston LNG
Inc., EOG Resources LNG Inc. and EOG Resources Canadadne.all amalgamatedand

continued in the form dEOG Resources Canada In¢.

January - The “world’s leading_NG publication”, LNG Journal, with the promotional front page
feature Kitimat LNG project envisages sale premium of around $10 to U.S. piteearticle
reports: “Due to changing gas markatnditions in North America, whertenconventional gas has
led to oversupplyin the US and a reduction @anadian pipeline gas exports acrossireler, the
project was revised to be awport plant.
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In Apache’sEOG’s and Encana’sevisedMay 16, 2011 application information to the National Energy Boardis a
updated version of the new ownership arrangement under the unéercifie Trails Pipelingartnership.

February 7 - Kitimat LNG partnersApache Canada Ltd.andEOG Resources Canada Inc
obtain 100% shared interest in the PTPLP, Apache with 51% @@IviEth 49%.The new
agreement will see PNG operate and maintain the proposed pipelineded in 2004, Galveston
LNG Inc. is now a subsidiary of EOG Resources Canada, Inc.

March 11 - According to “additional evidence” filed with the National Energy Bio@an March 11

“EOG Resources Canada IncandEOG Resources LNG ULCformed a new general partnership,
EOG Resources Canada LNGand the partnership interest of EOG Resources Canada Inc. in

EOG Resources LNG was transferrede@G Resources Canada LNGAs aconsequence, a 49%
undivided interest in Kitimat LNG Terminal is now ownedB®G Resources LNG which is, in

turn, an indirect wholly owned subsidiary partnership of EOG Resources Canada In., a subsidiary of
EOG Resources, Inc.” (Are you as confused @ ?P)
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March 18- Pending regulatory approvéncana Corporation acquires a 30% interest in the
Kitimat LNG and Pacific Trails Pipeline. Apache sells ddii%6 of its equity and EOG sells down
19% of its equity. The proposed construction costs for the pM@t is now at $4.5 billion, and the
proposed pipeline at over $1 billion.

Photo of Summit Lake facilitporth of Prince Georgehe site of Pacific Northern Gas’s current westward gas
extension pipeline to Prince Rupert, and the site of the nguoged 36 inch diameter pipeline link to Kitimat.
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2008global investment
diagram showing the
overseas energy ownership
assets of China’s state
owned China National
Petroleum Corporation
(CNCP). PetroChina, as an
arm of CNCP, has
investments in Alberta tar
sands and now a partnership
arrangement with Encana
Corporation. CNCP’s assets
have grown since 2008.
Wikipedia reports that as of
September 28, 2010, CNCP
is “the world’s most
valuable company by market
value,” estimated at about
$300 billion surpassing
Exxon Mobil’s former top
market value in the Global
500 chart
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