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IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

An Application by Pacific Northern Gas Ltd.
for Approval of the Sale of its 50 Percent Interest in the
Pacific Trail Pipelines Limited Partnership

BEFORE: L.F. Kelsey, Commissioner
D.A. Cote, Commissioner February 25, 2011
D. Morton, Commissioner

ORDER
WHEREAS:

A. On February 15, 2011, PacificNorthern Gas Ltd. (PNG) applied to the British Columbia Utilities Commission
(Commission) forapproval undersection 52 of the Utilities Commission Act to dispose of its 50 percent
interestin PacificTrail Pipelines Limited Partnership (PTP). PNGalso requests approval of the Application by
February 28, 2011 (the Application);

B. PNG formed PTP with Galveston LNGInc. (Galveston)in 2006 in orderto pursue the development of the
proposed 463 kilometer, natural gas pipeline from Kitimat, BCto Summit Lake, BC (the KSLPipeline). PNG
and Galveston were 50/50 equal partners;

C. Inearly 2010, Galvestonsold 51 percentof its interestinthe Kitimat LNG export terminal and 25.5 percent
of its 50 percentinterestin PTP to Apache Canada Ltd. (Apache Canada). Laterin 2010 EOG Resources
Canada Inc. (EOG Canada) purchased Galveston, thereby obtaining a 24.5 percent interestin PTP. Inlate
2010, Apache Canadaand EOG Canada jointly approached PNGto purchase the remaining 50 percent
interestin PTP;

D. Theterms uponwhich PNG proposestosellitsinterestin PTPto Apache Canada and EOG Canada are set
outinan acquisition agreemententeredintoon February 4, 2011 (Acquisition Agreement). PNGhas agreed
to sell its 50 percentinterestin PTP for $50 million. The sale price is comprised of two parts. PNGwill
receive $30 million on closing and be paid the remaining $20 million when Apache Canadaand EOG Canada
decide to proceed with the construction of the Kitimat LNG export terminal;
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E. The Commissionnotesareference tothe 20 yeargas transportation service agreements under which
Apache Canadaand EOG Canadawould utilize PNG’s existing pipeline capacity if LNG Partners LLC. does not
first exercise its pre-existing pipeline capacity option. The transportation servicerate is fixed at $0.35/GJ for
the term of the agreements. Atthisrate approximately $4million peryear of revenue would be generated
underthe initial 30 MMcf/day contract demand and another $3 million peryear underthe 20 MMcf/day
increase in contract demand;

F. PNGacknowledgedin BCUCIR 2.3 that the transportation agreement, if signed, will be brought forward for
Commission approval;

G. Commission Order G-19-11 established awritten publichearing and regulatory timetable for the review of
the Application;

H. The Commission and British Columbia Old Age Pensioners' Organization, etal. (BCOAPO) issued Information
RequestsNo.1on February 22, 2011 and PNGresponded on February 24, 2011;

I.  The Commissionreceived threeletters of comment. The Peace River Regional District states thatit does not
have any concerns regarding the sale. BCOAPO supportsthe Application and made afew comments. |I.
Whytock opposesthe sale of PNG’sinterestinthe PTP to Apache Canadaand EOG Canada. |. Whytock
opposesthe sale onthe basisthat the sale of thisinfrastructure to foreigninterestsis notinthe best
interests of Canada, anissue which is beyond the jurisdiction of the Commission;

J.  The Commission has reviewed the Application, the comments received and considers that approval of the

sale by PNG of its 50 percentinterestin PTP isinthe publicinterest.

NOW THEREFORE pursuantto section 52 of the Utilities Commission Act, the Commission approves the sale by
PacificNorthern Gas Ltd. of its 50 percentinterestin Pacific Trail Pipelines Limited Partnership.
DATED at the City of Vancouver, in the Province of British Columbia, this 25"  day of February 2011.
BY ORDER
Original signed by:

D.A. Cote
Commissioner
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