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RIGHT-OF-WAY LEASE FOR THE
ALASKA NATURAL GAS TRANSPORTATION SYSTEM
ADL 403427

This RIGHT-OF-WAY LEASE (hereinafter “LEASE”) isngered into this
day of, , 200_ (hereindtféective Date”), by the State of
Alaska (hereinafter “STATE”"), acting through the Mdmissioner of the Department of
Natural Resources (hereinafter “COMMISSIONER”), abg TransCanada Alaska
Company, LLC and Alaskan Northwest Natural Gas 3pantation Company
(collectively hereinafter “LESSEE").

Nature of LEASE
By this instrument, the LESSEE receives a non-exeduright to use certain STATE

LANDS, including lands subject to other rights-odyy for the purpose of
CONSTRUCTION, operation, maintenance, and TERMIN®@NI of the NATURAL
GAS transportation PIPELINE SYSTEM specified irsthEASE.

Principles
(2) In the planning, design, CONSTRUCTION, opemtimaintenance (including

but not limited to a continuing and reasonable poyof preventive maintenance) and
TERMINATION of the PIPELINE, LESSEE shall employetBEST PRACTICABLE
TECHNOLOGY AVAILABLE as provided in this LEASE anth accordance with

applicable State laws and regulations.

(2) The planning, design, CONSTRUCTION, operatiomaintenance and
TERMINATION of this PIPELINE will be subject to regption and oversight by
numerous State and Federal agencies, pursuantetdN#tural Gas Act (hereinafter
“NGA”) and other State and Federal statutes. Téutigs agree that close coordination
between the Federal government and the STATE ithé¢i)ladministration of the LEASE,
(i) the renewal and administration of the FEDERAROW GRANT, and (iii) the
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issuance and administration of required Federal rggheRegulatory Commission
(hereinafter “FERC") certificates of public convence and necessity, or amendments
thereto, pursuant to the NGA, for the PIPELINE S¥EM, is essential to avoid
unnecessary duplication of efforts, and to provimleconsistent and efficient State and
Federal oversight and monitoring of the PIPELINESTEM. It is therefore the intent of
the STATE that this LEASE be administered in a neainthat, to the extent possible,
harmonizes the interpretation and application &f HEASE with the requirements of the
FEDERAL ROW GRANT and the requirements of the iedtes of public convenience
and necessity, including any amendments theret;itais the intent of the LESSEE to
facilitate the STATE’s full participation in all Beral processes involved with the
renewal and/or amendment of the FEDERAL ROW GRABHd with the issuance of
required certificates of public convenience andessity, and any amendments thereto,
pursuant to the NGA, for the PIPELINE SYSTEM.

Definition of Terms

Terms having special meaning in the body of thi&BE are capitalized. Such terms are
defined in the body of this LEASE and in the ddfons set forth in the Stipulations to
the Right-of-Way Lease for the Alaska Natural Gaanportation System (hereinafter
“Stipulations”) attached hereto as Exhibit A andarporated herein by this reference. In
the absence of a definition in the body of the LEEA® in the Stipulations, terms will be
defined in accordance with definitions found in @pplicable State statute or regulation,

and otherwise in accordance with common usage.

1. Lease of RIGHT-OF-WAY (a) Pursuant to the provisions of AS 38.35 (the

Alaska Right-of-Way Leasing Act) as amended, and d&d in consideration of

LESSEE’s payment of the annual rental fees presdrib Section 3 hereof, and subject
to the covenants and conditions set forth in thgug&ttions attached hereto as Exhibit A,
the STATE hereby grants to the LESSEE a non-exauBIIGHT-OF-WAY LEASE
(hereinafter referred to as the “LEASE”) for CONSJI&TION, operation, maintenance,
and TERMINATION of a NATURAL GAS transportation FERINE SYSTEM, across,
through, and upon those STATE LANDS now owned oeafter acquired as shown and
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described in the alignment and site location drgwiattached hereto as Exhibits B and C
and incorporated herein by this reference.

(b) This LEASE conveys a RIGHT-OF-WAY interestiym lands in which the
State holds or obtains a property interest, inclgdands selected by the State pursuant to
Section 906 of the Alaska National Interest Landsms&rvation Act and certain lands
originally included in the “Grant of Right-of-Wayif the Alaska Natural Gas System’s
Alaska Segment,” No. F-24538, issued by the Buoddiand Management on December
1, 1980. This LEASE does not convey land or irgesrén lands owned or administered
by the University of Alaska, the Alaska Mental Hbalrust Authority, or the Alaska
Railroad Corporation. Although this LEASE appliesSTATE LANDS in which the
Alaska Department of Transportation and Public [kes has an interest or which the
Alaska Department of Transportation and Public Ikees administers, the LESSEE must
also secure the written permission of the Alaskpddenent of Transportation and Public
Facilities to enter upon or use such lands throaghAgreement on HIGHWAY Use,
Maintenance, and Repairs to be entered into pursa&tipulation 3.1.

(c) This LEASE is granted for the sole purposetitdé CONSTRUCTION,
operation, maintenance, and TERMINATION of a NATURAGAS transportation
PIPELINE SYSTEM in compliance with all applicabld¢at laws and regulations.
Except as otherwise provided herein, the LESSEH sloa allow or suffer any other
PERSON or entity to use the LEASEHOLD for carrymy activities which are not part
of the LESSEE’s authorized operations pursuanthis tEASE. Nothing in this
subsection is intended to excuse or preclude th83HE from complying with its
obligations under this LEASE, or employing ageetsiployees, or contractors to effect
the CONSTRUCTION, operation and maintenance, or NIENATION of all or any part
of the PIPELINE SYSTEM. This LEASE is subject toyavalid existing rights including
rights of third parties and of State entities watkthority over land in the lands subject to
the LEASE.

(d) During CONSTRUCTION of the PIPELINE and priorthe execution of the
release of interests in the RIGHT-OF-WAY provided ih Subsection (e) of this section,
the width of the RIGHT-OF-WAY shall not exceed fikendred (500) feet without the
express written approval of the COMMISSIONER, excep
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() that in locations where the line of pipe istder or cross any riverbed
or floodplain, the width of the RIGHT-OF-WAY shaibt exceed six-hundred (600) feet
for a segment of pipe not to exceed a distanceneftbousand five hundred (1,500) feet
from the high water mark on each side of the paldicriver without written approval of
the COMMISSIONER, and

(2) that the dimensions of the RIGHT-OF-WAY for RALED
FACILITIES including compressor stations, meteriggtions, and river and stream
crossings, shall be those more particularly sehfior Exhibits C and D.

(e) Within three-hundred sixty (360) days follogiithe date that the PIPELINE
SYSTEM is placed in service, the LESSEE shall etee@nd deliver to the STATE a
release of all interest in such portions of the RTGOF-WAY as will result in the
LESSEE retaining only

(1) the LEASEHOLD underlying the RELATED FACILIES described
in Exhibit D; and

(2) a RIGHT-OF-WAY corridor not exceeding one-duved (100) feet in
width along the line of pipe with the centerlinetbé line of pipe being the centerline of
the RIGHT-OF-WAY, except at such locations where t6OMMISSIONER has
approved a request from the LESSEE to retain a nadleoffset RIGHT-OF-WAY
corridor.

(f) Within one-hundred eighty (180) days of deliy of the release required by
Subsection (e) of this section, LESSEE shall

(1) complete the installation of monumentation dfe t PIPELINE
SYSTEM to standards required by the Departmentaififbl Resources for the purposes
of locating and describing rights-of-way on STATENDS; and

(2) provide a final survey, approved by the COMMISSEER, showing
the final “as built” location of the completed PIBRE, including the final locations and
elevations of all buried and above-ground improvetsie the centerline of the
RIGHT-OF-WAY, the boundaries of the RIGHT-OF-WAY ndh its relationship to
existing pipelines and other structures pursuansuovey instructions issued by the

Department of Natural Resources.
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() All CONSTRUCTION activities within the RIGHOF-WAY shall be
limited to a CONSTRUCTION SEGMENT or to other FIEIACTIVITIES approved in
writing by the COMMISSIONER in the applicable NOTHO O PROCEED.

(h) The LESSEE and the STATE recognize that wd@nmercial commitments
for shipments of NATURAL GAS on the PIPELINE ardfstient to secure financing for
the CONSTRUCTION of the PIPELINE SYSTEM, the init@pacity of the PIPELINE
and the number and location of the compressorostgtias well as other components of
the PIPELINE SYSTEM, may change or need to be é&urtbptimized. Any such
updating of the PIPELINE SYSTEM will require thepapval of the FERC, subject to
environmental review through the tiering off of &xig environmental analysis of the
PIPELINE SYSTEM, and may also require amendmetih@LEASE. To the extent that
any part of the PIPELINE SYSTEM is to be so modifithe LESSEE will provide to the
COMMISSIONER copies of relevant applications andpprting materials,
contemporaneously with the filing of such documenith the FERC. The LESSEE will
not commence CONSTRUCTION of any such modified congmts of the PIPELINE
SYSTEM until after it has obtained

(1) the approval of the FERC; and

(2) the review of the COMMISSIONER of any requessedendment to
this LEASE necessitated by such proposed modi@inai the PIPELINE SYSTEM and
the issuance of, as appropriate: (i) any amendneetitis LEASE necessitated by such
proposed modification to the PIPELINE SYSTEM; amdf@) any NOTICE TO
PROCEED or amendment thereto necessitated by stagoged modification to the
PIPELINE SYSTEM.

2. Duration (a) This LEASE shall expire on the day of , 20, at
12 noon (Alaska Time[30 years from EFFECTIVE DATE], unless prior thereto it is
released, abandoned, or otherwise terminated mirsughe provisions of this LEASE or

of any applicable law or regulation.
(b) The COMMISSIONER shall, upon request of thESISEE, renew the
LEASE for additional terms of up to thirty (30) yeabut not less than ten (10) years
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each, so long as the PIPELINE is in commercial ajp@n and LESSEE is in compliance
with

(1) all terms of the LEASE;

(2) all State law, including but not limited to &talaw pertaining to
regulation and taxation of the PIPELINE; and

(3) any agreement(s) between the STATE and the EES®ertaining to
regulation and taxation of the PIPELINE.

The LESSEE shall give written notice to the COMBISNER of its intent to
seek renewal of this LEASE no later than one-huhdegghty (180) days before
expiration. In accordance with Section 26 of ttESASE, the LESSEE shall provide not
less than three hundred sixty-five (365) days eoticthe COMMISSIONER prior to any
relinquishment, abandonment or other TERMINATIONHi§ LEASE.

(c) Upon the expiration of the LEASE term (indhgl any renewal
thereof), or upon its earlier forfeiture, relinduisent, abandonment, or other
TERMINATION, the provisions of this LEASE, to thetent applicable, shall continue
in effect and shall be binding on the LESSEE, uiscgssors, and assigns, until they have
fully performed their respective obligations anabiliities accruing before or on account
of the expiration, or prior to TERMINATION, of theEASE. At any time following the
expiration, forfeiture, relinquishment, abandonmest other TERMINATION of this
LEASE, upon a determination in writing that thet8%& best interest will be served, the
COMMISSIONER may release the LESSEE from all oroatipn of such continuing
obligations and liabilities, with the exception thibse contained in Sections 19 and 26
herein.

(d) Any subsequent conveyance, transfer or otlgposition of any
right, title, or interest in the STATE LAND or angart thereof, burdened by and
subservient to this LEASE, shall, to the extenbwéd by law, be subject to the
RIGHT-OF-WAY and the provisions of this LEASE, inding the LESSEE’s right to

renew the LEASE under Subsection (b) of this sactio

3. Rental (a) The LESSEE shall pay to the STATE annuatalgmayments in the
amount of the fair market rental value of the LEABH D, adjusted in accordance with
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this section. The appraisal will not incorporateatuation of severance damages or other
adverse effects of the PIPELINE and PIPELINE at#si on surrounding STATE
LANDS and State supported community facilities ietedmination of the fair market
value of the RIGHT-OF-WAY for purposes of this sent Other provisions of this
LEASE requiring payment of damages, prevention amtigation measures will be
deemed to be in lieu of inclusion of such factorghe fair market value.

(b) The initial charge for the first year’'s reinghall be four hundred fifty-one
thousand eighty dollars ($451,080.00); howevers #mount shall be adjusted on the
basis of a formal appraisal conducted within oneygar after the Effective Date of this
LEASE.

(c) The annual rental payment is subject to dnjast at five (5) year intervals
thereafter. Any adjusted rental payment shall &sell on the reappraised fair market
rental value of the LEASEHOLD.

(d) The initial formal appraisal, and all subsegjureappraisals, shall be carried
out by an independent appraiser selected by theSHESfrom a list of appraisers
provided by the Department of Natural Resourced, ianaccordance with Division of
Mining, Land and Water appraisal instructions atahdards. All costs of the initial
formal appraisal, and of all subsequent reappaisall be borne by the LESSEE.

(e) The LESSEE's rental obligations describedhis section shall expire upon
the expiration, forfeiture, relinquishment, abanaent, or other TERMINATION of this
LEASE, subject only to the completion of all of LEBSE’s obligations described in
Sections 24 and 26 of this LEASE, whichever isliapple.

() Any interest in land acquired under the psiamns of AS 38.35.130 for the
PIPELINE SYSTEM will become part of the land leagedthe LESSEE under this
LEASE, and the costs for the acquisition thereaflidie borne by the LESSEE. Rental
shall not be charged for any land acquired under3835.130 and conveyed without
cost to the STATE.

(g) For a year in which portions of the RIGHT-®FAY are reconveyed to the
STATE, including LESSEE’s release of RIGHT-OF-WAahts to the STATE pursuant
to Subsection 1(e) of this LEASE following compteti of CONSTRUCTION, the
STATE shall credit the LESSEE, against the paynoérititure rentals, a portion of the
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rental paid to the STATE for the year of the reayance. The amount of the credit
shall be equal to the percentage of the total gered the RIGHT-OF-WAY released
times the total rental paid to the STATE, reduceal iata by the portion of the LEASE

year which had elapsed prior to the reconveyance.

4. Payment(a) The initial rental payment is due and shelltendered on or before
the Effective Date of the LEASE. Subsequent repéggiments shall be due annually on
or before each LEASE anniversary date.

(b) All payments to the STATE under this LEASE shbe made payable to the
STATE in the manner directed by the STATE, and ssletherwise specified, shall be
tendered to the STATE at

Alaska Department of Natural Resources

Attention: Revenue Unit

550 West 7 Avenue, Suite 1410

Anchorage, Alaska 99501-3561
or to any other depository designated by the STATE.the STATE changes the
designated depository, it shall give at least s(8§) days written notice to the LESSEE
in the manner provided in Section 27 herein.

(c) The LESSEE shall pay the fee set forth inAIAC 05.010 for any late
payment or returned check issued by the LESSEHerdst at the rate set by AS
45.45.010(a) shall be assessed on all past duerdsnontil payment is received by the
STATE.

5. Denial of Warranty (a) The STATE makes no representations or waesn

express or implied, as to title to, access to, wetgenjoyment of the STATE LANDS
subject to this LEASE. The STATE is not liabletbee LESSEE for any deficiency of
title to or difficulty in securing access to the AIIE LANDS subject to this LEASE.
The LESSEE or any successor in interest to the IHESS not entitled to any refund of
prior rentals paid under this LEASE due to deficienof title.

(b) The STATE makes no warranty, express or iethland assumes no liability
whatsoever, regarding the social, economic, orrenuiental aspects of the STATE
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LANDS included in the LEASEHOLD granted herein, luding, without limitation, the
soil conditions, water drainage, access, naturalriicial hazards that may exist, or the
profitability or fitness of the STATE LANDS includein the LEASEHOLD granted
herein for any use. The LESSEE represents thatH8SEE has inspected the STATE
LANDS included in the LEASEHOLD granted herein ahetermined that the STATE
LANDS are suitable for the use intended, or hasumalrily declined to do so, and
accepts the STATE LANDS included in the LEASEHOLEamgted herein “as is” and
“where is,” subject to Section 20 of this LEASE.

6. Reservation of Certain Rights to the STAT& The STATE reserves and will

have a continuing and reasonable right of accessmyopart of the lands (including the
subsurface of, and the air space above, such lamaisare subject to this LEASE and a
continuing and reasonable right of physical entrany part of the PIPELINE SYSTEM,
including Federal and private lands, for inspectiwmmonitoring purposes and for any
other purpose or reason that is consistent with ragiyt or obligation of the STATE.

(b) The right of access and entry reserved ins8ciion (a) of this section will
extend to and be enjoyed by any contractor of (hRTE designated by the STATE in
writing. Such written designation shall be prodde the LESSEE. The STATE and the
LESSEE may mutually develop additional proceduodasiplement this subsection.

(c) The granting of this LEASE is subject to teepress condition that the
exercise of the rights and privileges granted uniisr LEASE will not unduly interfere
with the management, administration, or disposalieySTATE of the land affected by
this LEASE. The LESSEE agrees and consents todbapancy and use by the STATE,
its grantees, permittees, or other lessees of arnyopthe RIGHT-OF-WAY not actually
occupied or required by the PIPELINE SYSTEM for fo# and safe utilization of the
PIPELINE SYSTEM, for necessary operations incidetot land management,

administration, or disposal.



Public Review Draft

(d) This LEASE is subject to the reservationsfegh in AS 38.05.125 and the
rights and obligations contained in AS 38.05.13Guash statutes exist on the Effective
Date of this LEASE.

(e) There is reserved to the STATE the rightremgadditional permits, leases or
easements for rights-of-way or other uses to tpadies for compatible uses on, or
adjacent to, the lands subject to the RIGHT-OF-WAMNMjvided that such grant shall not
unreasonably interfere with the LESSEE’s rightsarrtiis LEASE. Before the STATE
grants an additional right-of-way permit for a catiple use, the STATE will provide
the LESSEE with reasonable notice of its intentiand shall consult with the LESSEE
before taking final action in that regard; howevdre decision to grant additional

rights-of-way rests exclusively with the STATE.

7. Access to Navigable and Public WatefSonsistent with applicable State and

Federal laws and regulations, the STATE reseryaghéic access easement to and along
all public or navigable water bodies or waterwdyat tborder on or are included in the

STATE LANDS included in the LEASEHOLD. No public@ess easement may be

obstructed or otherwise rendered incapable of redde use for the purposes for which

it was reserved. The LESSEE will not petition tacate, abandon, or extinguish any
public access easement without the prior writtgprayal of the COMMISSIONER.

8. Coordination with TRANS-ALASKA PIPELINE SYSTEM(a) The LESSEE
shall not interfere with operations of the TRANSARKA PIPELINE SYSTEM
(hereinafter “TAPS”), including use of STATE LAND&vered by the TAPS right-of-
way, by employees, contractors, and agents of KRS except as may be approved in
writing by the COMMISSIONER. The PIPELINE shall keparated by two-hundred
(200) feet or more from facilities of the TAPS (ept roads, airfields, or other facilities

that are not either oil containing or civil works structures that protect or physically
support oil containing facilities). The COMMISSI@&R will designate the points on the
facilities from which the two-hundred (200) feetaltbe measured. Separations of less
than two-hundred (200) feet requested by the LES®Edy be approved by the
COMMISSIONER, consistent with any required Fedexghorization, at crossings of the

10
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TAPS and at other locations agreed upon by the mwokethe TAPS and the LESSEE.
In no case will reducing the cost of CONSTRUCTIO&Ithe sole basis for approval of a
requested variance from these separation requirtsmen
(b) At other locations where required to avoidimnmental damage or terrain

constraints, requests by the LESSEE for separatidass than two-hundred (200) feet
may be approved by the COMMISSIONER, consistenthwany required Federal
authorization, provided that the COMMISSIONER hasstf determined that the
following criteria have been met:

(1) Stability of foundation and other earth miatle will be protected and
maintained,;

(2) the integrity of the PIPELINE will be reasdoly protected and
maintained,;

(3) significant damage to the environment (idahg but not limited to
fish and wildlife populations and their habitats)l wot be caused,

(4) hazards to public health and safety will betcreated; and

(5) the TAPS will be reasonably protected frodvexse effects of the
LESSEE’s activities, including the activities of iagents and contractors, and the
employees of each of them.

Approval of requests by the LESSEE under this sciiisn for separations of less

than two-hundred (200) feet shall not be unreadgnaithheld.

9. Connections for Delivery (a) The LESSEE shall provide connections, as

determined by the appropriate State or Federallasgy authority, to facilities on the
PIPELINE subject to the LEASE, both on STATE LANDdaon other land in the State,
for the purpose of delivering NATURAL GAS to PERSSNincluding the STATE and
its political subdivisions) contracting for the pbase, including the purchase at
wholesale rates when required by the public intetddsNATURAL GAS transported by
the PIPELINE.

(b) The LESSEE shall, notwithstanding any otheovfions, provide
connections and interchange facilities at STATEemge at such places the STATE

11
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considers necessary, if the STATE determines te gaRortion of its royalty or taxes in

kind subject to approval of any appropriate StatEemleral regulatory agency.

10. Compliance with DESIGN CRITERIA, Plans, and dteans In conducting
PIPELINE activities subject to this LEASE, the LEESshall comply with the DESIGN
CRITERIA, plans, and programs developed pursuar8tipulation 2.5.1. Assessment

and repair of any defects that may develop in iiRERINE SYSTEM shall be consistent
with such plans and programs, and in complianck ajiplicable Federal and State codes

and standards.

11. Mitigative, Preventive, and Abatement Activiti®equired (a) The LESSEE

will, at its own expense in accordance with theneiof this LEASE and in the manner

set forth in the appropriate plans and programeld@ed pursuant to Stipulation 2.5.1.:
(1) maintain the LEASEHOLD and PIPELINE SYSTEMgaod repair;
(2) promptly repair or remedy any damage to teRASEHOLD; and
(3) promptly compensate for any damage to orrdetsvn of property for
which the LESSEE is liable, resulting from damage dr destruction of the
LEASEHOLD or PIPELINE SYSTEM.

(b) The LESSEE shall prevent or, if the procedaeivity, event or condition
already exists or has occurred, shall abate, apledety as practicable, using the BEST
PRACTICABLE TECHNOLOGY AVAILABLE and in the manneset forth in the
appropriate plans and programs developed pursadstippulation 2.5.1, any physical or
mechanical procedure, activity, event or condition:

(1) that is susceptible to prevention or abatémen
(2) that arises out of, or could adversely affe¢PELINE activities; and
(3) that causes or threatens to cause
(A) a hazard to the safety of workers or to public health or
safety (including but not limited to personal injuwr loss of life with respect to
any PERSON or PERSONS); or
(B) immediate, serious, or irreparable harm omage to the
environment (including but not limited to soil, s@énts, water and air quality,

12
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areas of vegetation, fish or other wildlife popidas or their habitats, or any

other natural resource).

(c) Unless clearly inapplicable, the requiremearid prohibitions imposed upon
the LESSEE by this LEASE (including the Stipulagaihereto) are also imposed upon
the LESSEE’s employees, and the LESSEE’s agentsa@amuaactors and the employees
of each of them. The LESSEE shall ensure compdiavith this LEASE (including the
Stipulations thereto) by its employees and by igen#s and contractors, and the

employees of each of them.

12. Written AuthorizationThe LESSEE shall not initiate any FIELD ACTIVITdh
STATE LANDS pursuant to this LEASE without priorespfic written permission in

accordance with the procedures set forth in Stifuia2.18.1. Such permission shall be
given by a NOTICE TO PROCEED or other appropriatéten authorization required
by an AGENCY.

13. Orders and Noticega) The COMMISSIONER may issue any order necgdsa

enforce or implement any provision of this LEASBefore delivery of any such order,
the COMMISSIONER shall confer with LESSEE, if piiaable to do so, regarding the
required action or actions included in the ord&ny such order shall state in detail what

is demanded of LESSEE and the reasons and basadbrdemand.

(b) All decisions, determinations, authorizatiomgprovals, consents, demands or
directions that shall be made or given by the COMSIONER to LESSEE in
connection with the enforcement or administration tlis LEASE, or any other
agreement, permit or authorization relating in whot in part to all or any part of the
PIPELINE shall, except as otherwise provided insgation (c) of this section, be in the
form of a written order or notice.

(c) All orders, approvals, or notices of the COMIIONER shall be in writing;
provided, however, that if, in the judgment of tE®OMMISSIONER, there is an
emergency that necessitates the immediate isstiarice LESSEE of an order, approval,

or notice, such order, approval, or notice may leerg orally with subsequent
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confirmation in writing as soon as possible theexafbut not later than forty-eight (48)
hours.

(d) During the period of CONSTRUCTION and initimiperation of the
PIPELINE SYSTEM, all formal written communicatiobgtween the LESSEE and an
AGENCY relating to PIPELINE activities shall be rnsmitted through the
COMMISSIONER or as the COMMISSIONER may direct. ddments relating to
PIPELINE activities and required by statute or tagan to be filed with an AGENCY
other than the Department of Natural Resourced bbdiled as so required, with a copy
concurrently provided to the COMMISSIONER.

(e) Any written order, notice, or other writteonemunication, including any
facsimile, relating to any subject, that is addedsso the LESSEE from the
COMMISSIONER shall be deemed to have been delivacednd received by the
LESSEE when the order, notice, or other commurocakias been delivered either by
hand delivery or facsimile during normal businessiris, or by means of registered or
certified United States mail, postage prepaid,rretaceipt requested, to the office of the
representative designated by LESSEE pursuant tiio8et7 of this LEASE.

(f) Any written notice or communication, includirany facsimile, addressed to
the COMMISSIONER from the LESSEE, shall be deeneelave been delivered to and
received by the COMMISSIONER when the notice or pmamication has been
delivered, either by hand delivery or by facsinmdlering normal business hours, or by
means of registered or certified United States ,maistage prepaid, return receipt
requested, to the COMMISSIONER.

(g) The STATE or LESSEE, by written notice to ttker, may change the office
address to which written notices, orders, or otheitten communications may be
addressed and delivered thereafter, subject, hawaveéhe provisions of Section 27 of
this LEASE.

(h) The COMMISSIONER may order the LESSEE at amgtto furnish any and
all data or other information related to the PIPEEE| PIPELINE activities, or PIPELINE
SYSTEM that may be reasonably relevant to the COBBIONER’s responsibilities
and duties to implement and enforce this LEASE th# LESSEE desires that records
submitted to the STATE be kept confidential, theSISEE shall submit a request for
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confidentiality in writing to the COMMISSIONER algnwith the basis for its claim of
confidentiality. The COMMISSIONER will maintain drdefend the confidentiality of
records that the COMMISSIONER has determined tadidential under State law.
The LESSEE acknowledges that a judicial challenge ¢onfidentiality determination by
the COMMISSIONER may result in a court-ordered ldisare of a document that the
COMMISSIONER had determined to be confidential urties Agreement. In the event
of a court-ordered disclosure, the LESSEE waiveg @daim of damages or liability
against the STATE based upon the loss of confidkytiof documents disclosed. The
COMMISSIONER shall provide the LESSEE with notigedaa reasonable opportunity,
which shall not be less than three (3) business,dayrespond prior to releasing to the
public any data or other information furnished bg t ESSEE under this subsection.

() In coordination with the FERC, and consistevith applicable State and
Federal law, the COMMISSIONER may, by written ordequire the LESSEE to make
such modification of the PIPELINE SYSTEM as the CRANSSIONER determines is
necessary to:

(1) protect or maintain stability of the foundsti and other earth
materials;

(2) protect or maintain integrity of the PIPELINEY STEM,;

(3) control or prevent significant damage to tm¥inment (including
but not limited to soil, sediments, water and aialgy, areas of vegetation, fish or other
wildlife populations or their habitats, or any atimatural resource); or

(4) remove hazards to public health and safesiuding the activities of
the LESSEE, the LESSEE’s agents, and contractodsthee employees of each of them.

14. Right of the STATE to Perform(a) The LESSEE shall carry out at the
LESSEE’s expense all lawful orders and requiremeftthe STATE relative to the
LESSEE’s occupation and use of the LEASEHOLD withirreasonable time period

except in the event of an emergency. If, aftertyh(30) days, or in emergencies such
shorter periods as shall not be unreasonable wiltpthe making of a demand therefore
by the COMMISSIONER in the manner that is providedsections 13 and 27 of this
LEASE, the LESSEE, or its respective agents, engasy or contractors, shall fail or
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refuse to perform any action required by this LEASEBY the COMMISSIONER under
this LEASE, the STATE shall have the right, but rbe obligation, to enter the
LEASEHOLD and at the LESSEE’s expense, consistétit all applicable State and
Federal laws and regulations, perform any or atheffollowing:

(1) repair damage,;

(2) prevent imminent harm to workers;

(3) protect public health or safety; and

4) prevent immediate, serious or irreparalderhor damage to the
environment.

(b) Prior to entering the LEASEHOLD, the COMMISNER shall confer with
the LESSEE, if practicable to do so, regarding néguired action or actions that are
proposed by the STATE, and shall provide the LESSHE a budget of the forecast
expenditures. The COMMISSIONER shall submit eactartpr to the LESSEE a
statement of the expenses reasonably incurred ®ySIPATE during the preceding
guarter in the performance by the STATE of any megliaction under this section, and
the amount shown to be due on each such statemmaihtos paid by the LESSEE. The
LESSEE may dispute whether the work involved watsifjed and the reasonableness of
the specifications for, and the cost of, such wor&ccordance with procedures described
in Section 17.

15. Temporary Suspension(a) The COMMISSIONER may, consistent with

applicable State and Federal law, order the tenmmp@@spension of any or all PIPELINE
activities, if
(1) an immediate temporary suspension of thizigcbr the activities is
necessary to protect:
(A) public health or safety (including but nanited to personal
injury or loss of life with respect to any PERSONRERSONS); or
(B) the environment from immediate, seriousrogparable harm
or damage (including, but not limited to harm om@dae to soil, sedimentaater
and air quality, areas of vegetation, fish or othéldlife population or their
habitats, or any other natural resource); or

16



Public Review Draft

(2) the LESSEE, its agents, employees, or cottrsicare failing or
refusing, or have failed or refused, to comply vatiobserve
(A) any provision of this LEASE intended to pot public health,
safety or the environment; or
(B) any order of the COMMISSIONER implementingnya
provision of this LEASE or any NOTICE TO PROCEEDarm or agreement
approved, issued or granted by the COMMISSIONERdnnection with all or
any part of the PIPELINE SYSTEM.

(b) A temporary suspension order will specify:

(1) the specific activity or activities which stbe stopped and the site of
such activities;

(2) the reason for the issuance of the ordehjdliicg a description of the
immediate, serious or irreparable harm sought tavmded that requires suspension of
the specific activity or activities;

(3) any NOTICE TO PROCEED, or other written auikbations affected by the
order;

(4) the name of the PERSON issuing the order;

(5) the name of the LESSEE’s representativeiiorwthe order is issued;
and

(6) the time and date of the order.

(c) When a temporary suspension order is isdaedany delegate of the
COMMISSIONER a copy of the written delegation of tharity from the
COMMISSIONER must accompany the order. A copy lté temporary suspension
order must be provided to the LESSEE in a manneeiipd by Section 27 herein.

(d) A temporary suspension order is effectiveohshe date and time given,
unless it specifies otherwise. A written temporangpension order will remain in full
force and effect until modified or revoked in wmii by the COMMISSIONER.

(e) If the COMMISSIONER finds that an emergeneyists, a temporary
suspension order may be given orally to the LESSEEa field representative of
LESSEE. If an oral temporary suspension ordenerg a written order consistent with
the requirements of Subsection (b) shall be issgedoon as possible, but no later than
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seventy-two (72) hours, after the oral order i®egiv An oral temporary suspension order
that is not confirmed with a written order withimetspecified time is vacated.

() To the extent practicable, the COMMISSIONRBR give the LESSEE prior
notice of any temporary suspension order. If c¢irstances permit, the
COMMISSIONER will discuss with the LESSEE beforeumg the order measures that
would:

(1) immediately abate or avoid the harm or tteead harm that is the
reason for the issuance of the order; or
(2) effect compliance with the provision or ardghichever is applicable.

(g) After a temporary suspension order has lggesn by the COMMISSIONER,
the LESSEE shall promptly comply with all of theopisions of the order and shall not
resume any activity suspended or curtailed theetmgpt as provided in this LEASE, a
subsequent order of the COMMISSIONER, or a coutenr

(h) When the COMMISSIONER is satisfied that

(1) the harm or threatened harm has been abatesnedied,

(2) the LESSEE has effected, or is ready, vglliand able to effect,
compliance with the provisions of the temporarypgmsion order, or

(3) the LESSEE has implemented, or is readylingiland able to
implement, mitigating, corrective, or alternative easures approved by the
COMMISSIONER, the COMMISSIONER will promptly authpe in writing the
resumption of the suspended activity or activitidhe COMMISSIONER shall render a
decision within three (3) business days of the dad¢ the request from the LESSEE to
resume suspended activities is received by the COBBSWONER. The decision will
state whether the request is granted or deniedthenidasis for the decision.

(i) Without limiting any other rights availablender 11 AAC 02 or any other law,
the LESSEE may bring appeals from temporary suspensorders of the
COMMISSIONER’s delegates, requests for reconsidmradtom temporary suspension
orders of the COMMISSIONER, and requests for reictmmation of denials of requests
to resume suspended activities under the provigibttss section. The LESSEE may:

(1) appeal directly to the COMMISSIONER for rewi of any temporary
suspension order issued by a COMMISSIONER’s degegatler this section; or
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(2) request reconsideration from the COMMISSIGNE
(A) any temporary suspension order issued by the
COMMISSIONER; or
(B) any denial by the COMMISSIONER of a requdst
resumption of activities suspended under such teanpsuspension order.

() The LESSEE shall file a notice of appealaorequest for reconsideration
brought pursuant to this subsection within ten (d@ys after the effective date of the
order or denial being appealed. The notice mustosth with particularity the order or
denial being appealed and must contain a statewief@cts and points of law the
LESSEE wishes to present to justify modificationreversal of the order or denial. All
statements of fact must be under oath.

(k) The COMMISSIONER shall decide an appeal oeguest for reconsideration
within ten (10) days from the date the COMMISSIONEReived the notice of appeal or
request for reconsideration from the LESSEE. ¢ @OMMISSIONER does not render
a decision within that time, the appeal or reqé@steconsideration will be considered to
have been denied by the COMMISSIONER, and thatallemill constitute a final
decision appealable in accordance with the rulgbettourt, and to the extent permitted
by applicable law.

16. COMMISSIONER’s Decisionga) Except as set forth in Subsection (b) of thi
Section, any decision of the COMMISSIONER as to amgtter arising out of this
LEASE will constitute the final AGENCY decision aggdable in accordance with the
Alaska Rules of Appellate Procedure. The COMMISSER will act in writing upon

each required submission for approval of an adbprihe LESSEE, in accordance with
the agreed-upon schedules developed pursuantpio&tons 2.5.1 and 3.2. The absence
of any comment by the COMMISSIONER on any plan,iglesspecification, or other
document that may be filed by the LESSEE with th@MBMISSIONER will not
represent in any way whatsoever any assent topaalpof, or concurrence in such plan,
design, specification, or other document, or anyoacproposed therein. Any written
approval, instruction or order remains in effectess and until written notice of the

withdrawal or modification of the approval, insttion or order is provided to LESSEE.
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Any written approval or instruction by the COMMISBNER may be relied upon by the
LESSEE unless and until rescinded in writing. Ardisapproval by the
COMMISSIONER, including any requests for additiomaflormation, will state what
additional action is necessary to gain approval.

b. Decisions of a delegate of the COMMISSIONERIIsthat constitute final
AGENCY decisions and are subject to the procedimeappeal and reconsideration as

set forth in regulations of the Department of NatiResources.

17. Reimbursement of STATE Expens€a) LESSEE shall reimburse the STATE
for all reasonable costs incurred by the STATEhm dversight of LEASE activities and
the design review of all or any part of the PIPEEIBNd RELATED FACILITIES. The
COMMISSIONER will administer this LEASE to reasohalassure that unnecessary
employment of personnel and needless expenditutendk by the STATE are avoided.

(b) Reimbursement provided for in this sectiamsirbe made for each
guarter ending on the last day of March, June,e®epér, and December. On or before
the ninetieth (96) day after the close of each quarter, the COMMCBEER will submit
to the LESSEE a written statement describing amylbersable costs incurred by the
STATE during that quarter. This statement mayuppkemented within ninety (90) days
after the end of a fiscal year for costs incurredthe State’s fiscal year but which,
because of reasonable mistake, inadvertence, ovailaaility, were not previously
submitted. The STATE shall submit invoices tot@any new address that the LESSEE
designates in writing):

TransCanada PipeLines Limited
450 1st St., SW
Calgary, Alberta Canada T2P 4K5

(c) The LESSEE shall pay to the STATE the totabant shown on
each statement submitted under Subsection (b)inatitirty (30) days of receipt. If the
LESSEE disputes any item of a statement for reisdment, the LESSEE shall, on or
before the date on which the statement is due aagahpe, deliver to the
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COMMISSIONER written notice of each item that issplited, accompanied by a
detailed explanation of its objection. The COMMISSER shall provide a written
decision regarding the LESSEE’s objections witthirty (30) days of receipt of the
LESSEE'’s objections, and any items determined bByGBODMMISSIONER to have been
in error, improper, unnecessary, or needless $slgateimbursed within thirty (30) days
after the date of the COMMISSIONER'’s written dearsi

(d) The LESSEE may conduct, at its own expeasd,by auditors or
accountants designated by the LESSEE, reasonablies aaf the books, records and
documents of the STATE relating to a statement stiddhunder Subsection (b) of this
section, at the places where such books, recordislacuments are usually maintained
and at reasonable times. Written notice of interdtonduct an audit must be given to the
COMMISSIONER (1) at least fifteen (15) days priorthe audit and (2) not later than
the sixtieth (6#) day after the date that the STATE submits theestant, or
supplemental statement, as applicable, under Stdnsgb) of this section. An audit
under this subsection must be completed within lbaedred eighty (180) days after
receipt by the STATE of the notice of intent to doat an audit; provided, however, that
if the STATE fails to provide the LESSEE with renably timely access to the relevant
books, records and documents necessary to comgpletaudit, such period will be
extended by an appropriate number of days to beaattytagreed to in writing by the
STATE and the LESSEE. The LESSEE may present ¢kalts of an audit to the
COMMISSIONER in a written notice requesting a tignelreview by the
COMMISSIONER of errors, omissions, or discrepanciesed in the audit, including
unnecessary employment of personnel or needlesgndipres of funds. The
COMMISSIONER shall meet with the LESSEE within thi{30) days of receipt of the
notice of results of the audit to discuss and giteimresolve all items listed in the notice
of results. The COMMISSIONER shall promptly prowié written decision to the
LESSEE setting forth the results of the meetingwbenh the LESSEE and the
COMMISSIONER. Any items previously reimbursed ke tSTATE but found during
the audit and concurred in by the COMMISSIONERHa twritten decision setting forth

the results of the meeting to have been in ermnopyoper, unnecessary, or needless shall
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be reimbursed within thirty (30) days after theedat the COMMISSIONER’s written
decision.

(e) Nothing herein requires the STATE to mamthooks, records or
documents other than those usually maintained,byrdvided such books, records and
documents reasonably segregate and identify thés dos which reimbursement is
required by this section. Such books, records dowiments must be preserved for a
period of at least two (2) years after the STATBrsIils a statement for reimbursement
based on such books, records and documents. T8SS8EE and auditors or accountants
designated by the LESSEE will be given reasonattess to, and the right to copy, at
the LESSEE’s expense, all such books, records acdgindents.

18. Liability of the STATE The LESSEE agrees that neither the STATE noradny

its officials, employees, agents or contractordld¥eliable for money damages for any

loss caused to the LESSEE, its agents or contsgchyr reason of decisions made in
respect to the application and administration a$ ttEASE; provided, however, this
section does not excuse the STATE, its officialaplyees, agents or contractors from
liability for damages or injuries resulting fromhet acts that result from the negligence
or willful misconduct of the STATE.

19. Indemnity (a) The LESSEE assumes all responsibility, réstd liability for its
PIPELINE activities and use of or contact with tHeEASEHOLD. The LESSEE shall
defend, indemnify, and hold harmless the STATE agents and employees, from and
against any and all demands, causes of action het the nature of an action for
damages, indemnity, contribution, government castovery or otherwise), fines,
judgments, suits, claims, actions, proceedingssel®s costs (including reasonable
attorneys’ fees and costs), expenses, charge®ittods, liens, liabilities, settlements,
penalties, and damages of any kind or nature whaésp including, but not limited to
those alleging personal injury, wrongful death,sanice property damage, environmental
contamination (including any disposal, releasell spi discharge or any threatened
disposal, release, spill, or discharge of or comtatron by hazardous materials, but
subject to the limitations on LESSEE'’s liabilitiespressly provided under Section 20 of
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this LEASE), and environmental noncompliance (idolg the LESSEE'’s failure to
provide all information, make all submissions, aakk all steps required by the authority
under the environmental laws or any other law coming any spill, discharge, or
contamination), arising out of, in connection wittirectly or indirectly from, or
otherwise incident to, LESSEE’s PIPELINE activities use of or contact with the
LEASEHOLD, except to the extent the sole legal eaofthe injury or damage is the
negligence or willful misconduct of the STATE oryane acting on the STATE’s behalf.

(b) The LESSEE shall immediately accept the ¢ery the STATE of any such
cause of action, lawsuit, or other proceeding diesdrin Subsection (a) of this section
that is brought against the STATE. Any reasonabilerr@eys’ fees or costs incurred by
the STATE prior to such tender of defense shalihegecomplete and sole responsibility,
without limitations, of LESSEE. If the STATE tendesuch cause of action, lawsuit, or
other proceeding later than twenty (20) days a#ervice on the STATE, and the
LESSEE informs the STATE that the delay in tendgmvill require LESSEE to incur
additional costs in order to respond in a compedendttimely manner, and the STATE is
unable to obtain an extension of time sufficienptovide LESSEE with at least one-half
of the number of days which the STATE originallydita respond, then the STATE shall
reimburse LESSEE for documented, reasonable costsred by the LESSEE that are
directly related to the delay in tendering.

(c) The obligations of the LESSEE to indemnify ®iIEATE under the terms
of this LEASE shall survive the transfer, assigntnenother disposition of an interest in
this LEASE as well as the expiration, forfeiturelimquishment, abandonment or other
TERMINATION of this LEASE.

20. Liability With Regard to Contaminated SITES

(a) The STATE and the LESSEE recognize that te8&TES authorized for use
by the LESSEE under the LEASE may contain releameshreatened releases of
HAZARDOUS SUBSTANCES that are the result of aciestthat were undertaken by
PERSONS or entities other than the LESSEE pricantp FIELD ACTIVITY on such
SITES by the LESSEE. For the purposes of this@gcthe term “SITE” shall mean a
specific area of the LEASEHOLD selected for a pafar operation or use by the
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LESSEE in accordance with the terms of this LEASEd the term “EXISTING
CONTAMINATION” shall mean HAZARDOUS SUBSTANCES presst at the SITE
prior to LESSEE’s initial FIELD ACTIVITY on the SIE.

(b) It is the intent of the STATE and the LESSHBAt, as between the STATE
and the LESSEE, the LESSEE'’s liability arising fromin connection with the release or
threatened release of EXISTING CONTAMINATION at &TE shall be limited to
liability for those releases or threatened releagdsXISTING CONTAMINATION on,
at, or in the vicinity of a SITE only to the extetdused by the LESSEE, its agents or
contractors, subcontractors, employees servangmegentatives, parent companies,
affiliates, subsidiaries, officers, directors, amtity acting at the direction of LESSEE, or
their agents or employees during or after the LESSkhitial FIELD ACTIVITY on the
SITE. The LESSEE shall not be liable for failing poevent the passive leaching or
migration of EXISTING CONTAMINATION at a SITE intthe air, land, or water. The
limitation on LESSEE'’s liability in this section isubject to the conditions set forth
herein.

(c) Prior to undertaking any FIELD ACTIVITY on particular SITE, the
LESSEE shall undertake all reasonable and apptepirajuiries into the previous
ownership and uses of the SITE consistent with gmwdmercial or customary practice.
If such inquiries indicate to the LESSEE or the SEAat any time prior to the conduct
or completion of a baseline assessment, as dedcib&ubsection (d), that there is
EXISTING CONTAMINATION or there is a reasonable pislity that there is
EXISTING CONTAMINATION at a SITE, the LESSEE, insitsole discretion, may
choose:

(1) to pursue the use of the SITE, and proceedliasaline assessment pursuant
to Subsection (d) below: or

(2) to work with the STATE to amend the LEASE to:

(i) remove the SITE from the LEASEHOLD, without arfyrther
obligation or liability to remove, remediate, minza or control EXISTING
CONTAMINATION, and

(i) identify and add any necessary alternative $EALANDS to the
LEASEHOLD in replacement of the removed SITE.
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(d) In the event that LESSEE decides, pursuasutisection (c), to pursue the
use of a SITE where LESSEE or the STATE determitneg there is EXISTING
CONTAMINATION or there is a reasonable possibilithat there is EXISTING
CONTAMINATION, LESSEE shall:

(1) unless a satisfactory baseline assessmerdltesgly been completed,
conduct a baseline assessment to identify conditindicative of any releases and/or
threatened releases of EXISTING CONTAMINATION ah, @r from the SITE and to
provide a basis for LESSEE’s decision whether tothe SITE. The baseline assessment
shall be conducted in accordance with the requintsnef 18 AAC 75.335(b). The
Alaska Department of Environmental Conservationdimafter ADEC) may waive some
or all of the requirements for completion of a baseassessment, if it determines, in its
sole discretion, that such an assessment can beletch using more limited information
than that required under AS 18 AAC 75.335(b); and

(2) provide the baseline assessment to ADEC derew. ADEC shall
review the baseline assessment to determine whéthier in compliance with the
requirements of 18 AAC 75.335(b), as may be modibig ADEC pursuant to paragraph
(1) of this subsection. If the baseline assessnseint compliance, ADEC shall provide
written notice of its approval to the LESSEE.

(e) If a baseline assessment conducted undere&udos (d) of this section
indicates the presence of EXISTING CONTAMINATION lawvels greater than those
allowed under applicable statutes and regulatibB&SSEE may, in its sole discretion,
choose:

(1) to use a SITE where EXISTING CONTAMINATION determined to
be present, in compliance with the provisions &f #ection; or
(2) to work with the STATE to amend the LEASE to
(i) remove the SITE where EXISTING CONTAMINATIOMN
determined to be present from the LEASEHOLD, withany further obligation
or liability to remove, remediate, minimize or cmit EXISTING

CONTAMINATION, and

(i) identify and add any necessary alternatiféd@BE LANDS to
the LEASEHOLD in replacement of the removed SITE.
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() If LESSEE chooses to use a SITE where EXNEFICONTAMINATION is
determined to be present, LESSEE shall initiate @mgiage in FIELD ACTIVITIES at
that SITE only in accordance with an operationshpdgproved by ADEC with the
concurrence of the COMMISSIONER. In accordancthhe foregoing, the LESSEE
shall prepare and submit to ADEC an operations [itena SITE where EXISTING
CONTAMINATION is determined to be present prior tandertaking any
CONSTRUCTION at that SITE. ADEC shall review tHerasaid plan and approve it if
ADEC determines, in its sole discretion, that tlenpadequately provides for reasonable
and necessary measures (which may include remavaéroediation) to assure that
operations at the SITE will not exacerbate theahte human health or the environment
caused by the EXISTING CONTAMINATION.

(g) If ADEC approves an operations plan for aiSland LESSEE proceeds to
implement the operations plan in compliance withnaterial requirements of the plan,
LESSEE shall not be liable for additional requiremsewith respect to EXISTING
CONTAMINATION, and the STATE agrees not to sue arud to assert any claims or
take any civil or administrative action against tHeSSEE with respect to EXISTING
CONTAMINATION, except that as provided in Sectiof7,lthe LESSEE agrees to
reimburse the STATE for any claims for reasonalelgponse costs or oversight costs
relating to EXISTING CONTAMINATION pursuant to im@mentation of an operation
plan for a SITE. If the LESSEE is required by dSloperations plan to perform any
removal action, remedial measures or other actmratiate or control EXISTING
CONTAMINATION, the STATE will assist the LESSEE identify any responsible
party that may have liability for or that may hagentributed to the EXISTING
CONTAMINATION. If claims are asserted by a thirdrfy against the LESSEE alone or
in conjunction with any other party including tB&@ATE, and the STATE is entitled to
indemnity or defense with respect to those claims$en any prior or existing agreement
with any such responsible party with respect toShEE, the STATE agrees that it shall
exercise its right to assert such indemnity or iisfe or assign its right to assert such
indemnity or defense, to the maximum extent peaditity applicable law, to LESSEE.

(h) If a third party (including a federal entitg$serts a claim against the LESSEE,
but not the STATE, for contribution or for damage$?ERSON or property arising from
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the release, threat of release or the migratioBXdSTING CONTAMINATION, other
than that caused by the LESSEE, its agents or adots, subcontractors, employees
servants, representatives, parent companies,asdfli subsidiaries, officers, directors,
any entity acting at the direction of LESSEE, cgithagents or employees the STATE
shall to the extent permitted by law, affirm on thESSEE’s behalf, or provide to the
LESSEE by assignment or other legal means, allndefeto such claims and liability to
which the STATE is entitled under applicable lawthwrespect to such EXISTING
CONTAMINATION.

21. Guarantee and State as Additional Insure The STATE will not issue a
NOTICE TO PROCEED or other written authorizatior ioESSEE to initiate any
CONSTRUCTION activity under the LEASE, prior to ti8TATE’s receipt from the
LESSEE of an unconditional guarantee, meeting etjurrements of this section,

guaranteeing the performance of all of LESSEE’seduéand obligations under and by
virtue of this LEASE. If the LESSEE at the time dfe initial request for
CONSTRUCTION authorization is a subsidiary of Tidasada PipeLines Limited, then
the guarantee shall be executed by TransCanadaifgselimited (hereinafter “TCPL”
or “Guarantor”). If an assignment of the LEASEato entity that is not a subsidiary of
TCPL has been approved by the COMMISSIONER priorthte initial request for
CONSTRUCTION authorization, the guarantee shallesecuted by the assignee’s
guarantor (hereinafter “Guarantor”) as approvedhgyCOMMISSIONER under Section
23 of the LEASE.

(b) The Guarantors unconditional guarantee shalin a form approved by the
COMMISSIONER, and shall be substantially as ischital to this LEASE as Exhibit E.
If the COMMISSIONER determines at any time, in tG®OMMISSIONER’s sole
discretion, that the Guarantor’'s guarantee is figahnt to satisfactorily guarantee the
performance of all the LESSEE’s duties, obligatjcssd potential liabilities under and
by virtue of this LEASE, the COMMISSIONER may regpithe substitution and
delivery of a supplementary guarantee or other ridggcfrom LESSEE or from a
substitute guarantor or insurer, with any provisidthe COMMISSIONER reasonably
finds necessary. LESSEE shall submit, on an anmasis, Guarantor’'s annual financial
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statement and balance sheet, or such financialndectation of any required substitute
guarantor, that the COMMISSIONER requests.

(c) The LESSEE will procure and furnish liabileyd property damage insurance
from a company licensed to do business in the Statéurnish other security or
undertaking upon the terms and conditions the COBBIONER considers necessary if
the COMMISSIONER finds that the net assets of tR&&&EE are insufficient to protect
the public from damage for which the LESSEE may liable arising out of the
CONSTRUCTION or operation of the PIPELINE. If th&SSEE, at its option or as
required by the COMMISSIONER under this sectiontaots commercially available
insurance coverage for the LEASEHOLD and the LESSEBEtivities in, on or related to
the LEASEHOLD, the LESSEE shall cause the STATEbd@onamed as an additional
insured on all such insurance policies obtained mathtained by the LESSEE, except
that such insurance coverage shall not cover oiyapipere the sole proximate cause of
the injury or damage is the willful misconduct betSTATE or anyone acting on behalf
of the STATE. Any commercially available insuramuechased by LESSEE under this
section will not be construed to limit in any wapet LESSEE’s liabilities or

responsibilities under this LEASE.

22. Workers’ Compensation Insurancéhe LESSEE shall provide and maintain, for
all employees of the LESSEE engaged in work on HREASEHOLD, workers’

compensation insurance as required by State aret&lddw. The LESSEE shall require
all of its contractors to obtain workers’ compermatinsurance policies as required by
State and Federal law. All workers’ compensatiosurance policies required herein

shall waive rights of subrogation against the STAiT&agents, and employees.

23. Transfer, Assignment, or Other Disposition

(a) COMMISSIONER Approval The LESSEE shall not transfer, assign, or
dispose of in any manner, directly or indirectly by transfer of control of the LESSEE,
its interest in this LEASE, any rights under thiEASE, or the PIPELINE SYSTEM
subject to this LEASE, to any PERSON other thanGharantor or another subsidiary or
affiliate of the Guarantor, except to the extermittthe COMMISSIONER authorizes the
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transfer, assignment or disposition after consit@raof the protection of the public
interest. The COMMISSIONER shall not unreasonably withhold lsonsent to the
transfer, assignment or disposal, or condition wapsfer in a way that conflicts with
applicable Federal laws or regulations.

(b) In reviewing a request for transfer, assigniner other disposal pursuant to
Subsection (a), the COMMISSIONER will consider gvetection of the public interest,
including whether the proposed transferee is fitllig and able to perform the
transportation or other acts proposed in a marrarwill reasonably protect the lives,
property and general welfare of the people of Adaskin making the determination
whether the proposed transferee is fit, willingdaable under this paragraph, the
COMMISSIONER shall not consider the existence @& guarantee by the Guarantor,
unless specifically requested by the LESSEE inUBSSEE’s request for transfer or
assignment. If the COMMISSIONER determines thajuarantee or other security is
required to guarantee the performance of all of dh&es, obligations, and potential
liabilities under and by virtue of this LEASE byetlproposed assignee, transferee, or
other receiving party, the proposed assignee, feges, or other receiving party shall
secure a guarantee or other security satisfactorythe COMMISSIONER, in
substantially such form as the COMMISSIONER reqlifeom the LESSEE under
Section 21 of this LEASE, as a condition to the O@MSIONER’s approval of the
transfer, assignment, or other disposal.

(c) Upon approval of a transfer pursuant to sigistion, in whole or in part, of the
LESSEE's right, title and interest to the RIGHT-@FAY and this LEASE, the
COMMISSIONER shall issue a release of the LESSHEIgbts, duties, liabilities and
obligations (accrued, contingent or otherwise)ne STATE under this LEASE, to the
extent that the transferee unconditionally assuthesperformance and observance of
each such liability and obligation.

(d) Transfer Upon Demonstration of Sufficient Goercial ArrangemenisThe
LESSEE shall promptly request that the COMMISSION&Rhorize the transfer of this
LEASE to a PERSON not affiliated with the LESSEEGurarantor where the following

conditions are met:
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(1) the transferee demonstrates to the COMMISERN satisfaction
that it has entered commercial arrangements seifficito secure financing for
CONSTRUCTION of the PIPELINE SYSTEM,;

(2) the transferee has entered into an agreemigh LESSEE to
interconnect the PIPELINE SYSTEM with the Canadgamtion of the Alaska Natural
Gas Transportation System; and

3) the transferee has agreed to reimburse tH&SHE for the costs
and expenses incurred by the LESSEE since Janu2800 to procure and maintain this
LEASE, plus interest thereon at prime plus threegm® (3 %) from the date such costs

and expenses were incurred.

(e) Conveyance by the STATEThe STATE may convey all or a portion of its
ownership of the STATE LANDS subject to this LEASE any time to any entity

allowed by law. Any conveyance, transfer or otlésposition, subsequent to the
execution of this LEASE, of any right, title, ortémest in any of the STATE LANDS
subject to this LEASE shall be subject to this LEA@Nd the LESSEE’s rights
hereunder, including the LESSEE'’s right to renesvltEASE under Section 2(b) herein.

24, Release of RIGHT-OF-WAY. (a) In connection with the relinquishment,
abandonment or other TERMINATION before the expiraiof this LEASE, of any right
or interest in the LEASEHOLD, and/or in the useatlf or any part of the STATE
LANDS subject to this LEASE, the LESSEE shall proijmwgxecute and deliver to the
STATE, through the COMMISSIONER, a valid instrumentelease in recordable form,

which must be executed and acknowledged with tieestmrmalities as a deed. The
instrument of release must contain, among otheg#iappropriate recitals, a description
of the pertinent rights and interests, and forldbeefit of the STATE and its grantees or
assigns, express representations and warrantisebyESSEE that it is the sole owner
and holder of the rights or interests describedeiheand that such right or interest is free
and clear of all liens, equities or claims of angdkrequiring or that may require the
consent of a third party, claiming in whole or iarpby, through or under the LESSEE,
for the valid release or extinguishment thereotegt for such that are owned or claimed
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by third parties in the execution of the release aofy such claims which may
subsequently arise. The form and substantive nbofeeach instrument of release must
be approved by the COMMISSIONER, but except asratise provided for in this
subsection, in no event will any such instrumen¢rafe to increase the then-existing
liabilities and obligations of the LESSEE furnisfpithe release.

(b) A release under this section must be accomgaoy such resolutions and
certifications as the COMMISSIONER may require Juiding the power or the authority
of the LESSEE, or of any officer or agent actingtsrbehalf, to execute, acknowledge or
deliver the release.

(c) Notwithstanding any language or provisionttwe release that operates or
could operate to the contrary, neither the tender,approval and acceptance, of any
such release shall operate as an estoppel or walivaery claim or judgment against the
LESSEE or as a relief or discharge, in whole opant, of the LESSEE from any of its

then-existing liabilities or obligations whethercaged or contingent.

25. Default, Remedies and Forfeiture
(@) Default

(2) Event of Default The occurrence of any one or more of the

following events shall constitute an “Event of Ddfa under this LEASE during the
continuance of such event:

® Violation of a provision of AS 38.35 or an ofpition,

condition, or provision of the LEASE.

(i) Failure of the LESSEE to substantially begin
CONSTRUCTION of the PIPELINE SYSTEM within four (4ears after commercial
arrangements sufficient to secure financing forRleELINE SYSTEM are available to
the LESSEE or to the Guarantor, subject to possikiension by the COMMISSIONER,
in the COMMISSIONER's sole discretion, for good sawpon the LESSEE’s request to
the COMMISSIONER.

(i)  Failure of the LESSEE to substantially golyn with the
terms of the LEASE as determined by the COMMISSI®NE his sole discretion.
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(2) Notice and Opportunity to Cure Event of DdfauAt any time
during the continuance of any such Event of Defahé COMMISSIONER may give the
LESSEE notice in writing of the alleged Event offadt. The LESSEE shall have the

opportunity to cure the default within the timeknget out below in Subsections (b) and

().

3) Removal of Items on LEASEHOLD During Event oéfault No

items on the LEASEHOLD, including but not limited, timprovements, structures,

machinery, equipment, tools, or materials, may émaved from it by the LESSEE
during the continuance of an Event of Default exeeth the COMMISSIONER'’s prior
approval.

(b) Remedies.

(1) Damages and Injunctive ReliefThe remedy for an Event of Default

under either Subparagraph (a)(1)(i) or Subparag(apli)(iii) that does not constitute a
material breach of the LEASE having material conseges and that can be adequately
compensated by injunctive relief and/or damagesyamt to a suit brought under AS
38.35.180, shall be injunctive relief and/or danga@es may be awarded pursuant to a suit
brought under AS 38.35.180. The COMMISSIONER maynmence an action for
injunctive relief and/or damages in the superiarrtander AS 38.35.180 only if

(i) the COMMISSIONER has provided the LESSERic® in
writing of the alleged default, and

(i) the LESSEE has failed, within thirty (3dpnys of receipt of
such notice, to initiate good faith efforts to cwsach default, in accordance with
Subsection (a).

(2) Forfeiture  The remedy for an Event of Default under
subparagraph (a)(1)(i) or an Event of Default undeibparagraph (a)(1)(iii) that
constitutes a fundamental and material breach & HEASE having material
consequences and that cannot be adequately congersa injunctive relief and/or
damages pursuant to a suit brought under AS 3&885shall be forfeiture, in accordance
with subsection (c) below.

(© Forfeiture
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(2) The COMMISSIONER may commence an actionféofeiture of
the LEASE in the superior court only if (i) the CONSSIONER has provided the
LESSEE notice in writing of the alleged defaultddi) the LESSEE has failed, within
sixty (60) days of receipt of such notice, to mié good faith efforts to cure such default,
in accordance with subsection (a).

(2) Upon order of forfeiture of the interesttbé LESSEE in this LEASE
by a court of competent jurisdiction:

() The STATE shall have an immediate righptissession of the
LEASEHOLD and to all items found thereon, includingut not limited to,
improvements, structures, machinery, equipmentlsioand materials, and except as
otherwise approved or permitted by the COMMISSIONBRthe purposes of allowing
the LESSEE to abandon the PIPELINE SYSTEM in a rearconsistent with the
LEASE and applicable State and Federal law andiopty with an approved plan for
RESTORATION and REVEGETATION of the LEASEHOLD, ampssession by the
LESSEE shall be unlawful. Subject to the STATE'sstb interests, the
COMMISSIONER shall order in writing the dispositiasf all such improvements,
structures, machinery, equipment, tools, materiglad any other item on the
LEASEHOLD, in a manner consistent with the LEASH applicable State and Federal
law. The COMMISSIONER may order the LESSEE to gen disposition work
required under this subsection. The LESSEE isomsple for all disposition costs
incurred by the STATE under this subparagraph.

(i) The LESSEE shall be obligated to perforlreSYORATION
and REVEGETATION of the LEASEHOLD to the conditionrdered by the
COMMISSIONER.

(3) The issuance of any new right-of-way leémethe LEASEHOLD
after forfeiture of the LEASE will have no effeab the continuing rights and obligations
of any party under this LEASE. In the event of afditure of this LEASE after
CONSTRUCTION has been initiated, the LESSEE shalidble for any obligations due
and payable and for all costs, expenses, and feesred by the STATE arising out of
the STATE's efforts to grant a new RIGHT-OF-WAY LBEE for this LEASEHOLD,

except to the extent such obligations are reimlilesay a subsequent lessee pursuant to
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AS 38.35.140. In the event of forfeiture based am Event of Default under
Subparagraph (a)(1)(ii), the LESSEE’s liability foosts, expenses, and fees incurred by
the STATE under this paragraph will be limited tusts, expenses, and fees incurred by
the STATE within two (2) years of the effective elaff the order of forfeiture.

26. LESSEE’s Obligations upon TERMINATION not Rdsw from Forfeiture (a)
This section shall apply to all TERMINATIONS of $hiLEASE, whether from

expiration, relinquishment, abandonment or othezywsgith the exception of a forfeiture

under Section 25.

(b) Within seven-hundred twenty (720) days, bat less than three-hundred
sixty-five (365) days, of the planned TERMINATION the PIPELINE, the LESSEE
shall submit TERMINATION plans to the COMMISSIONERhich shall include all
such information as the COMMISSIONER may hereafgecify and which shall be
consistent with any request for abandonment ofRFRELINE SYSTEM filed with the
FERC under requirements of Federal law. No TERMINAN activity shall begin until
all necessary State and Federal authorizationstifat activity have been received,
including, but not limited to, written approval fmthe COMMISSIONER.

(c) Prior to theexpiration, relinquishment, abandonment or TERMIN@AN of
this LEASE, the COMMISSIONER shall determine intmg whether the public interest
allows or requires that all or a portion of the PIINE SYSTEM be left in place
following the expiration, relinquishment, abandomier TERMINATION of this
LEASE. The COMMISSIONER’s written determinationa#ih(1l) describe which
components of the PIPELINE SYSTEM, if any, must aamon the LEASEHOLD
following the expiration, relinquishment, abandominer TERMINATION of this
LEASE, and (2) resolve issues pertaining to tilestich components of the PIPELINE
SYSTEM.

(d) No later than sixty (60) days after recegitthe COMMISSIONER’s
determination under Subsection (c), the LESSEEI| shadmit the following to the
COMMISSIONER for the COMMISSIONER's approval:

(1) A plan for the removal of all facilities antems found on the
LEASEHOLD, including but not limited to, improvemsn structures, machinery,
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equipment, tools and materials, but excluding thoseponents of the PIPELINE
SYSTEM that the COMMISSIONER’s determination un&eibsection (c) allows to be
abandoned in place; and

(2) A plan for RESTORATION and REVEGETATION ofhe
LEASEHOLD.

Should the LESSEE fail to comply with the requissnts of this subsection, then
Subsection (g) of this section shall govern theirexijon, relinquishment, abandonment
or TERMINATION of this LEASE.

(e) The COMMISSIONER shall set a reasonable ,twldch may be extended,
during which the LESSEE shall implement the planSubsections (b), (cand (d) of
this section. The LESSEE shall be responsibleafbcosts of implementation of the
plans required by this section.

(f) Following completion of the time period folap implementation under
Subsection (e) and any extensions, the COMMISSIONE®I order the disposition of
all improvements, structures, machinery, equipmiaats, and materials, if any, that the
LESSEE failed to remove, in a manner consistert wie LEASE and applicable State
and Federal law. The COMMISSIONER may order th&8EE to perform disposition
work required under this subsection. The LESSHEsponsible for all disposition costs
incurred by the STATE under this subsection.

(g) If the LESSEE fails to submit or fully impheent the plans required by this
section, the STATE’s options include any of thédaing:

(1) The COMMISSIONER may order the LESSEE to suitand fully
implement the plans required by this subsection.

(2) The STATE may develop the plans required uribes section and
order the LESSEE to fully implement them. The LE&Sshall be responsible for all
costs incurred by the STATE in developing such glan

(3) The STATE may complete the required work urglech plans. The
LESSEE shall be responsible for all costs inculnethe STATE for such work.

(h) In the event the COMMISSIONER makes a deireation under Subsection
(c) that all or a portion of the PIPELINE SYSTEMadhremain on the LEASEHOLD
following the expiration, relinquishment, abandommmerr TERMINATION of this
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LEASE, then, following completion of the RESTORAMCGNd REVEGETATION plan
approved by the COMMISSIONER under Subsection {dhis section, LESSEE shall
be released from all future obligation or liabilifgr the portion of the PIPELINE
SYSTEM the COMMISSIONER determined shall remain tire LEASEHOLD,
including but not limited to, abandonment or remdiability. Upon release, the STATE
or its assignee shall immediately assume all respiity and obligation for the
PIPELINE SYSTEM or any part thereof remaining oe tBTATE LANDS formerly
subject to this LEASE. Such release will not disgeaLESSEE from performance
obligations and other liabilities which have acctugrior to the expiration,
relinquishment, abandonment or TERMINATION of thiSASE.

27. Correspondencéa) Any notice or demand by the LESSEE to th& B2 will be

made in writing and must be given by hand delivaryacsimile during normal business

hours, or by registered or certified mail, postpg@l, return receipt requested, addressed
as follows (or to any new address that the STAT&gi&tes in writing)

State Pipeline Coordinator’s Office
411 W. 4th Avenue, Suite 2C
Anchorage, Alaska 99501-2343
Facsimile Number: (907) 272-0690

Delivery to the STATE occurs (1) if by hand deliyeor facsimile during normal
business hours, when received by the addresse¢2piity registered or certified mail,
when the notice or demand is signed for by the SHATSTATE's agent.

(b) Except as provided for in Section 13 andoi%his LEASE, any notice or
demand by the STATE to the LESSEE will be made riting and must be given by
hand delivery or by facsimile during normal bussésurs, or by registered or certified
mail, postage paid, return receipt requested, addreas follows (or to any new address
that the LESSEE designates in writing):
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TransCanada PipeLines Limited
450 1st St., SW

Calgary, Alberta Canada T2P 4K5
Facsimile Number: (403) 920-2451

Delivery to the LESSEE occurs (1) if by hand delywer facsimile during normal
business hours, when received by the addresse€2piity registered or certified mail,
when the notice or demand is signed for by the LEHS8r LESSEE’s agent.

(c) Other correspondence may be made by mally drand delivery or facsimile
during normal business hours with original to fallo the mail.

28. Appointment of Agent for Service of Proce3$e LESSEE shall file with the

COMMISSIONER a written appointment of a named peremd resident of the State to
be its registered agent in the State and to receemice of notices, regulations,
decisions, and orders of the COMMISSIONER. If LiSSEE fails to appoint an agent
for service, service may be made by posting a capythe office of the
COMMISSIONER and filing a copy of it in the officd the Lieutenant Governor and by
mailing a copy to the LESSEE’s last known address.

29. Books, Accounts and Recordéa) The LESSEE will maintain and preserve

books, accounts, and records and will make thgsertethat the STATE may prescribe
by regulation or law as necessary and appropra@téhe purposes of administrating AS
38.35. The LESSEE will accord at all reasonalrteet and places to the STATE and its
authorized agents and auditors the right of acdes#s property and records, of

inspection of its property, and of examination angying of records.

(b) LESSEE agrees that it shall submit to the GOBSIONER, on request, any
information or documents or other materials whiod submitted to the Secretary of the
Interior, Federal Inspector, and other Authorizdtic®rs under the Agreement and Grant
of Right-of-way for the gas PIPELINE between thetda States and the LESSEES and
which the COMMISSIONER determines may be relevarhé enforcement of the rights
of the STATE under this LEASE.
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30. Waiver not Continuing. The waiver by the STATE of any breach of any
provision of this LEASE, whether express or implied!l not be construed to be a
continuing waiver or a waiver of or consent to awpsequent or prior breach by the
LESSEE. The waiver by the LESSEE of any breachmyf provision of this LEASE,
whether express or implied, will not be construedé a continuing waiver or a waiver

of or consent to any subsequent or prior breacih&BTATE.

31. No Third Party BeneficiariesNothing in this LEASE (including the Stipulations

thereto) shall be construed to affect any rightause of action that otherwise would be
available to the LESSEE against any PERSON oryeniihe STATE and the LESSEE
do not intend to create any rights under this LEABEIuding the Stipulations thereto)
that may be enforced by third parties for their dvemefit or for the benefit of others.

32. Local Hire.The LESSEE will, in the CONSTRUCTION and operatiointhe
PIPELINE SYSTEM, comply with, and require its cauiors to comply with applicable
and valid laws and regulations regarding the hiohgesidents of the State then in effect
or that take effect subsequently.

33. NondiscriminationThe LESSEE and its contractors may not discriigig@ainst

any employee or applicant for employment becauseaog, religion, marital status,

change in martial status, pregnancy, parenthoogsipdl handicap, color, sex, age, or
national origin as set out in AS 18.80.220. TheSBEE and its contractors, on
beginning any PIPELINE activities, must post inaagpicuous place notices setting out

this nondiscrimination provision.

34. Rights and Remedies Cumulativido right or remedy conferred by this LEASE
upon or reserved to the STATE or the LESSEE isnoheel to be exclusive of any other
right or remedy provided for by this LEASE or bywlaand each and every right and
remedy set forth herein shall be cumulative.
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35. Authority to Enter into LEASE.The LESSEE represents and warrants to the
STATE that

(1) it is authorized and empowered under theliegdge laws of the
STATE and its jurisdiction of formation to entertonand perform this LEASE in
accordance with the LEASE and its provisions;

(2) the LESSEE has approved and authorizedxbeuwtion, delivery and
performance of this LEASE insofar as it pertainghim obligations of the LESSEE;

(3) all action that may be necessary to the amdy execution, and
delivery of this LEASE by the LESSEE, has been maked

(4) all of the required and necessary approwalthorizations, and actions
are in effect at the time of the execution andwéeli of the LEASE.

36. Delegation of Authority. The COMMISSIONER may make delegations of
authority and changes to delegations of authoatyadminister all or a portion of the
provisions of this LEASE, consistent with AS 382&H), at any time. The
COMMISSIONER shall notify LESSEE in writing of arspich delegation of authority or
change in delegation of authority that affects LEASE.

37. Interpretation of LEASE(a) The applicable laws of the State of Alaskdl be

used in resolving questions of interpretation & HEASE; provided, however, that, to

the extent possible under the applicable laws ®f3tate, such questions of interpretation
shall be resolved in a manner consistent with eelevFederal law and regulations,

including FERC regulations and policies.

(b) Any interpretation of this LEASE shall takéo account the parties’ intent
and understanding that the protection and preservabf the LEASEHOLD’s
environment are high priorities, and the naturé¢hefenvironment, including permafrost
and seismic areas, will require special considenaand a high degree of care.

(c) The parties acknowledge that this LEASE ns“arm’s length” agreement,
and that each party has had an adequate opportianitgnsult with counsel, and has
consulted with counsel with respect to this LEASHEhe parties agree that ambiguities in
this LEASE shall not be construed either for oriagfaany party.
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38. Compliance with Law and Requlation.ESSEE shall conduct all PIPELINE

activities in compliance with all applicable Fede&tate and local laws and regulations.

39. Venue. The venue for any appeal or civil action relatinghis LEASE shall be
in the Third Judicial District of the State of Akas

40. Recording. Upon execution, acknowledgment, and deliveryhid t EASE, the
LESSEE shall at its sole expense cause this LEASHet recorded in each State
Recording District that contains LEASEHOLD lands.

41. Severability. A judicial finding that any term or condition ttiis LEASE is
unlawful or invalid may not operate to invalidatast LEASE or any other term or

condition of the LEASE.

42. Amendments in WritingNo amendment to this LEASE is effective until et

to in writing by the parties.

43. Exhibits. The following exhibits are attached to this LEA8BREd are, by this
reference, incorporated into this LEASE as if tihvre set out in their entirety:

(1) “Exhibit A" Stipulations for the RIGHT-OF-WAY LEASE for the
Alaska Natural Gas Transportation System, beingbared 1.0 through 6.0, inclusive,
attached hereto as Exhibit A, which are sometinedsrmed to in this LEASE as the
“Stipulations.” These provisions are included puarst to the provisions of AS 38.35.120
(c) and (d).

(2) “Exhibit B’: A reference to the application for a RIGHT-OF-WA
and a reference to the accompanying alignment raa@ssite location drawings for the
PIPELINE, attached hereto as Exhibit B.

(3) “Exhibit C: A description of the STATE LANDS included in the
GENERAL ROUTE, attached hereto as Exhibit C. THESBEE will update this
description as needed to reflect the addition ® tfEASEHOLD of any lands and
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interests therein included in the FEDERAL ROW GRAN® which the STATE,
subsequent to the Effective Date, obtains an istesefficient to permit the STATE to
LEASE such lands and interests under State lawiged that at that time such lands and
interests therein are no longer subject to the HEBIE ROW GRANT, as may be
amended or extended from time to time.

(4) “Exhibit D: A description of the RIGHT-OF-WAY, including all
relevant dimensions and proposed locations for cesgor stations, attached hereto as
Exhibit D.

(5) “Exhibit E: Form of Guarantee from TransCanada PipelLines
Limited.

44, Merger Clause.This LEASE, including all Exhibits hereto, and dbcuments
that are required to be approved by the COMMISSIBN}y this LEASE, contains the
entire agreement between the parties, and is lgngmon the parties.

45, Section HeadingsThe section headings in this LEASE are for coreme only

and have no other significance.
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IN WITNESS WHEREOF, the parties hereto have dadgcuted this LEASE as

of the date first above written.

STATE OF ALASKA TRANSCANADA ALASKA COMPANY, LLC.
By: By:
Commissioner, Department Title:
of Natural Resources ALASKAN NORTHWEST NATURAL GA
TRANSPORTATION COMPANY
By:
Title:
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