











, Minister n - Ministre -
of Natural Resources Canada  (4uN v des Resscumaa mturaﬂes Canada

Ottawa, Canada K1A 0E4

R EPS
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Grand Chisf Edward John and Co-Signatories - 2006-71x0
- First Nations Leadership Council : ‘
“First Nations Surnmit
1200100 Park Royal South -

- "West Vancouver, British Columbia V7T 1A2
- Dear Grand Chief John and Co-Signatories:
‘Thank you for your letter of June 28, 2006, requesting support fora four-day Energy Summit
1o share information and discuss enexgy issues in British Columbia. Iunderstand that since
“you sent your letter, you hiave met with Natural Resources Canada s (NRCan) uﬁimals to
discuss this request further.

 I'have instructed my officials to continue to work with representatives of the Executive and

. 'the Province of British Columbia, to offer assistance where appropriate in the devclagment
of a final agenda for the Entergy Summit and identify. opportunities for patmerslnps related

o the proposed Energy Summit. NRCan would be interested in exploring the: development.

of guiding principles for consultation on energy issues that would reflect the shared interests

‘of the federal, provincial and Aboriginal governments.

Agnn, thank you for writing. I look forward to hearing more about the Energy Summit
as you finalize your agenda, and wish you success in your endeavours.

Yours sincerely,

Original signe
Driginal clg“édpz{

The Honourable Gary Lunn, B.C; M.F.
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Martichuk, Carol A CSD:EX

. ]
From: Ellis, Rose EMPR:EX
Sent: Thursday, October 19, 2006 4:18 PM
To: Atherton, Mark ABR:EX; Barrett, Paula B EMPR:EX; Bates, Stirling M. EMPR:EX; Beedle,

Bronwen ABR:EX; Caul, Doug D PSA:EX; Chan, Debbie AG:EX; Davison, Jennifer EMPR:EX;
Halliday, George FOR:EX; Haney, Donald TTED:EX; Harden, Dawna FOR:EX; Hoffman,
Edward A FOR:EX; Jeakins, Paul OGC:EX; Johnson, Al WCB:EX; Kelly, Susan M EMPR:EX;
Kickbush, Kathryn AG:EX; Marcy, Norman EMPR:EX; McLaren, Graeme EAO:EX; Miller,
Brendan G. ILMB:EX; Hold - 070704 - Morris, Teresa EMPR:EX; Mulligan, Renee FOR:EX;
Nash, Laurel EMPR:EX; Nock, Max EMPR:EX; Parker, Bill G ALMD:EX; Quiring, Janel
TTED:EX; Ramsay, Don M TRAN:EX; Rayner, Jonathan ABR:EX; Ricketts, Glenn ABR:EX;
Sanford, Hannah EMPR:EX; Wade, Nichola PREM:EX; Wyatt, Peter FOR:EX; Zackodnik, Al

ILMB:EX
Subject: Follow up for today's FNES meeting
Follow Up Flag: Follow up
Flag Status: Red
Attachments: Re Kinder Morgan pipeline; FW: UPCOMING CONFERENCE - Aboriginal Rights and

Interests in Pipeline Developments; MOGPT FN Engagement Strategy (draft) 10.19.doc

1. From Jennifer re: Kinder Morgan
Re Kinder Morgan
pipeline

2. From Laurel re: Conference on FN interests in pipelines
=
FW: UPCOMING
ONFERENCE - Abor.

3. Revised Strategy:

MOGPT FN
gagement Strategy

This includes changes to tables as suggested at today's meeting. I have received other feedback since the
meeting and I apologize but I have not had a chance to incorporate this (Ed and Jonathan) and I will be
out of the office until Weds. Just wanted to ensure you all have this draft though so you can begin your
work in filling in the tables.

4. Meeting notes:

Action:

- All agencies noted in the roles and responsibilities chart of the strategy (section 4.0) are responsibie for
filling in their individual sections and returning complete to me by Friday Nov. 3.

- We will be completing BN for information for all our ADMs based on strategy by Oct. 20 (Janel lead).
- Al Zackodnick will be sending BN and PP on corridor options for three pipelines to group for info.
Information:

- MARR is meeting with PNG next week (contact: Glenn Ricketts).

- FNES has meeting with Enbridge Oct. 26 (meeting request sent out).

Rose Ellis

A/Senior Advisor,

Aboriginal Relations Branch

Ministry of Energy, Mines and Petroleum Resources



Tel: (250) 387-2655 / Cell: 889-0515 / Fax: 952-0111



Martichuk, Carol A CSD:EX

From: Davison, Jennifer EMPR:EX

Sent: Thursday, October 19, 2006 12:59 PM
To: Hold - 071019 - Ellis, Rose EMPR:EX
Subject: Re Kinder Morgan pipeline

For distribution to the FNES:

With reference to Dave's question about a possible Kinder Morgan pipeline going through Kitimat, | believe he was

referring to the northern leg of the Trans Mountain Expansion (TMx) project. No formal application has been made but the
company is reviewing this option.
http:/tmxproject.com/tmx/bins/content _page.asp?cid=258-264-363

Thank you

Jennifer Davison

Senior Regulatory Advisor

Qil and Gas Policy Branch

Ministry of Energy, Mines and Petroleum Resources
PO Box 9323 Stn Prov Govt

Victoria BC V8W 9N3

tel: 250-953-3765

fax: 250-952-0251

email: Jennifer.Davison@gov.bc.ca
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Martichuk, Carol A CSD:EX

From: Nash, Laurel EMPR:EX
Sent:  Thursday, October 5, 2006 2:13 PM

To: Marcy, Norman EMPR:EX; McLaren, Graeme EAQ:EX; Quiring, Janel TTED:EX; Davis, Helena Y EMPR:EX;
Disbrow, Jamie EMPR:EX; Hold - 071019 - Ellis, Rose EMPR:EX; Gardner, Rob ABR:EX; Guthrie, Shelley EMPR:EX;
Jonson, Trent EMPR:EX; McRanor, Shauna EMPR:EX; Moon, Heather L EMPR:EX; Ouellette, Tom OGC:EX; Powell,

Bob G EMPR:EX; Puggioni, Giovanni EMPR:EX; Robb, Peter L. EMPR:EX; Schmidt, Shirley EMPR:EX; Papik,
Stephanie EMPR:EX; Waters, Cory EMPR:EX

Subject: FW: UPCOMING CONFERENCE - Aboriginal Rights and Interests in Pipeline Developments
tyi

Laurel Nash

Sxecutive Director

dboriginal Relations Branch

Vinistry of Energy, Mines and Petroleum Resources
Telephone: (250) 952-0685 Fax: (250) 952-0111
Zell: (250) 812-5376

‘rom: Pacific Business & Law Institute [mailto: materials@pbli.com]
Sent: October 5, 2006 2:12 PM
ro: Nash, Laurel EMPR:EX

subject: UPCOMING CONFERENCE - Aboriginal Rights and Interests in Pipeline Developments

Aboriginal Rights and Interests
in Pipeline Developments
November 21 & 22, 2006 at the Telus Convention Centre, Calgary, AB

Some of the biggest energy projects in Canadian history require the support and cooperation of
Canada's First Nations. This conference will provide a forum for those interested in understanding
the impact of pipeline developments on Aboriginal communities.

" For more information download a brochure
or visit our website at www.pbli.com/634

What You Will Learn:

The environmental, legal and economic impacts of pipeline developments

The Aboriginal rights and interests affected by energy development

The latest on the Mackenzie Valley Pipeline and the Alaska Highway Gas Pipeline
How the environmental impact of pipeline developments can be minimized

2008-07-23



Pipelines 2006

How Aboriginal involvement in the regulatory regime can be facilitated
» How Alaska’s experience can provide a way forward

Who Should Attend:
= First Nations leaders and consuitants

Senior executives and managers of oil, gas and pipeline companies
Government officials

Environmental consuitants
» Lawyers dealing with energy, Aboriginal or environmental law

If you are unable to attend this conference and wish to purchase materials for this or any other PBLI

conference, please visit our website at www.pbli.com/materials. Look for other upcoming conferences
at www.pbli.com/conferences.

Please Forward to Your Colleagues Interested in
. ™p This Subject Matter

2008-07-23

If you do not wish to receive announcements of future events on this or any other topic, please email remove@pbli.com

Page 2 of 2
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Martichuk, Carol A CSD:EX

From:
Sent:
To:
Subject:

Follow Up Flag:
Flag Status:

Al

Can we talk about this.

Miller, Brendan G. ILMB:EX
Tuesday, October 3, 2006 2:20 PM
Zackodnik, Al ILMB:EX

Options

Follow up
Red

Sect 13, Sect 17

Sect 13, Sect 17

BRENDAN MILLER, p.Geo.,LEG., M.Sc.

Senior Land Officer

Regional Client Services Division
Integrated Land Management Bureau




Ministry of Agriculture and Lands
#370 10003 110th Ave.

Fort St. John, B.C. V1J 6M7

tel: (250) 787-3481

fax: (250) 787-3219
Brendan.Miller@gov.bc.ca



Martichuk, Carol A CSD:EX

From:
Sent:
To:

Cce:
Subject:

Follow Up Flag:

Flag Status:

Attachments:

Good afternoon

Davison, Jennifer EMPR:EX

Monday, July 24, 2006 2:45 PM

Caul, Doug D PSA:EX; Bates, Stirling M. EMPR:EX; Davison, Jennifer EMPR:EX; Barrett,
Paula B EMPR:EX; Piccinino, ines EMPR:EX; Lewis, Cameron F SG:EX; Wade, Nichola
PREM:EX; Brown, Derek EMPR:EX; Hold - 070704 - Morris, Teresa EMPR:EX; Nash, Laurel
EMPR:EX; Hold - 071019 - Ellis, Rose EMPR:EX; Haney, Donald TTED:EX; Collins, Mark A
IGRS:EX; Salvage, Leah TTED:EX; Zackodnik, Al ILMB:EX; Miller, Brendan G. ILMB:EX;
Ricketts, Glenn ABR:EX; Stewart, Rodger W ENV:EX; Parker, Bill G ALMD:EX; Baskerville,
Shannon TTED:EX; Nock, Max EMPR:EX; McLaren, Graeme EAQ:EX; Powell, Charlotte
PREM:EX; Townsend, Gary ILMB:EX; Wyatt, Peter FOR:EX; Blakely, John H LCS:EX;
Weger, Egon TCA:EX; Duncan, Dave TRAN:EX; Ramsay, Don M TRAN:EX; Johnson, Al
WCB:EX; Atherton, Mark ABR:EX; Marcy, Norman EMPR:EX; Kelly, Susan M EMPR:EX;
Gibson, Craig OGC:EX; Jeakins, Paul OGC:EX; Currie, Brian J SBR:EX

Reda, Jennifer PSA:EX; Kelly, Josie L EMPR:EX; Mudie, Isolde EMPR:EX; Slydell, Caroline
FOR:EX; Koehl, Debbie TRAN:EX

MOGPT meeting minutes and other material

Follow up
Red

MOGPT - Corridor Discussion 06July24.ppt; PROPERTY ASSESSMENT AND
TAXATION.doc; NE Sector utility rights (May 17 2006).pdf; MOGPT Minutes_24jul06.doc

Please find attached the minutes from the MOGPT meeting this morning. Also attached are the following documents:

- Brian Currie's presentation on property taxation
- A report prepared for the Ministry of Agriculture and Lands entitled “Appraisal of Zone Values for Utility Rights of Way and
Licenses for Occupation in the NE Sector of BC”.
- Stirling Bates' presentation on the corridor issue

Due to the civic holiday on Monday August 7, the next Team meeting will be held 2 weeks later. Please note this in your
calendars. A reminder will be sent out 1 week prior to the meeting.

Monday August 21

10:00-12:00pm

Boardroom 8036
1810 Blanshard Street

Victoria

Conference call information

Toll-free dial-inf sect 15

Conference id: Sect 15

Thank you

MOGPT - Corridor PROPERTY NE Sector utility MOGPT

Discussion 0... SSMENT AND TAX? rights (May ... utes_24jul06.doc (5

Jennifer Davison

Senior Regulatory Advisor

Qil and Gas Policy Branch

Ministry of Energy, Mines and Petroleum Resources
PO Box 9323 Stn Prov Govt

Victoria BC VBW 9N3

tel: 250-953-3765



fax: 250-952-0251
email: Jennifer.Davison@gov.bc.ca
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PROPERTY ASSESSMENT AND TAXATION

There are two components to property taxation:
e Assessed value of the property as determined by the BC Assessment Authority
e Tax rate as determined by the taxing jurisdiction

Property Assessment

The Assessment Act requires that all properties be valued at their “actual value” which is
defined as their market value. Property values included on the Assessment Roll reflect
the actual value at July 1 in the condition of the property at October 31. A property is
considered to consist of a land value and an improvement value (i.e. buildings, structures,
infrastructure, roads, paving etc.).

This is determined using several methods:
e Comparative Value Approach — primarily used in valuing residential properties —
based on the sales values of similar properties within the same area
¢ Income Approach — used for valuing commercial properties — uses a capitalization
of net income to determine what a buyer is likely to pay for a property
¢ Cost Approach — used for unique properties for which there is little sales evidence
such as industrial properties (pulp mills, refineries, hydro facilities)

Property Classes:

BC Assessment will place each property into one of the prescribed Classes:
Residential

Utilities

Vacant

Heavy Industry

Light Industry

Business and Other

Managed Forest

Recreational Property/Non-Profit Organization
Farm

A B Gl o e

There are some exceptions of course, to the valuation methodology, and Class 4
properties are valued using Major Industrial Property Manuals (MIPs) that prescribe
improvement values. Also Commissioner’s Rates prescribe certain values to linear
properties and railways. MIPs manuals and Commissioner’s Rates are set annually by
regulation.

There is also provision under several statues for exemption from assessment:
e Property owned by the federal, provincial or a municipal government
e Certain charitable and non-profit organizations
e Private schools



These exemptions are statutory and permissive.
- Permissive exemptions are provided by by-law by the municipalities.

Crown land is exempt but is subject to assessment if occupied. Any person who has a
Crown land lease or other beneficial right to Crown property is considered an occupier
and therefore subject to full taxation.

Generally, Crown land will be assessed using the Comparative Value Approach, but in
some cases the Ministry of Agriculture and Lands will apply “zonal rates”.

BC Assessment compiles an Assessment Roll each year that is sent out to property
owners by December 31 each year. If a property is not included on the Roll then it is not
subject to property tax.

Assessment Appeals:

A property owner may appeal an assessment by applying to the first level of appeal, the
Property Assessment Review Panel, by January 31. Panel decisions may be appealed by
April 30 to the Property Assessment Appeal Board. Board decisions may be appealed on
points of law to the BC Supreme Court. Subsequently appeals may go to the BC Court of
Appeal and the Supreme Court of Canada.

Property Tax:

Federal government usually makes Payments In Lieu of Taxes (PILT) and Provincial
government makes equivalent Grants In Lieu.

Taxing jurisdictions set tax rates for each property class. Since 1987, municipalities are
not regulated as to how they set their rates. So the relative rates between property classes
vary widely between municipalities.

In the Rural Taxation areas, the provincial government sets the tax rates, which tend to be
relatively stable and do not have large variations between property classes.

Regional Districts do not set tax rates per se, but work with the provincial government to
determine property taxes.

The Ministry of Community Services also has a certain degree of authority to prescribe
taxation in the Regional Districts.

For Utility Classes, a 1% fixed percentage of gross revenue is set as the general tax rate
for land in municipalities. Improvements are subject to valuation similar to any other



commercial property. There is also a prescribed maximum ratio of 40 times for the tax
rate on Class 2 compared to Class 1.

In Dawson Creek and Ft. St. John there is also a separate provision to provide a fixed
amount to the municipalities of approximately $14 million in lieu of property taxes on a
variety of oil and gas properties. This is contentious and constantly under review.
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APPRAISAL OF ZONE VALUES
FOR UTILITY

RIGHTS OF WAY AND
LICENCES FOR OCCUPATION
IN THE NE SECTOR OF

BRITISH COLUMBIA
L _

PREPARED FOR:

MINISTRY OF AGRICULTURE AND LANDS
Land Program Services Branch
P.O. Box 9308
Station Provincial Government
Victoria, B.C.
V8W 9N1

PREPARED BY:

UMPHREY APPRAISAL & LAND MANAGEMENT

May, 2006
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May 17, 2006

Ministry of Agriculture & Land
Land Program Services Branch
P.O. Box 9308

Station Provincial Government
Victoria, B.C. V8W 9N1

Dear Ward Trotter:

Re: Appraisal of zone values for the utility rights of way and licences for occupation in
the NE Sector of British Columbia

In accordance with your recent instructions, I hereby submit an appraisal estimating the zone
values as of May 4, 2006. The zone values as estimated are:

Peace River Block (sub zone) $275/acre, $675/ha
Remainder of the Zone $215/acre, $530/ha

The above estimates are exclusive of timber value, undersurface values, such as mineral and
gravel reserves, if any. Also exclusive of contamination if any exists.

The estimates are minimum values based on sales outside municipal boundaries, therefore at the
Regional Office’s discretion individual appraisals should be obtained for linear properties within
municipalities and the high value areas.

This appraisal report has been prepared in conformity with the Canadian Uniform Standards of
Professional Appraisal Practice adopted by the Appraisal Institute of Canada and is subject only
to the Assumptions and Limiting Conditions specifically listed or contained within the body of
the report.

Respectfully submitted,

‘Wes Umphrey, AACI, P.App.
Umphrey Appraisals and Land Management
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SUMMARY OF SALIENT FACTS AND

IMPORTANT CONCLUSIONS
Property Location: NE Sector BC.
Recommended Zones: 1) Peace River Block Sub Zone
2) Remainder of Zone, including all of
Assessment Area #27
Highest and Best Use Linear Utility Easements and Rights of Way
Date of Inspection: March 17 and April 30 to May 4, 2006

Effective date of Appraisal:

Estimated Market Value

May 14, 2006

1)

2)

Peace River Block, Sub Zone
$275/acre, $675/hectare

Remainder of Zone
$215/acre, $530/hectare

Umphrey Appraisals & Land Management



- DRAFT -

ASSUMPTIONS AND LIMITED CONDITIONS

The appraisal contained herein is made upon the following underlying assumptions and limiting

conditions:

1)

2)

3)

4)

5)

6)

While qualified in appraisal matters, Umphrey Appraisals and Land Management does not
purport to carry on the practice of law; since no representation(s) or warranty(ies) regarding

matters of law are given, expressly or implied.

We are not required to give testimony or appear in Court because of having made this
appraisal with reference to the properties in question unless arrangements have been

previously made therefore.

We assume that there are no hidden or unapparent conditions of the properties, subsoil or
structures which would render them more or less valuable. We assume no responsibility

for such conditions or for engineering which might be required to discover such factors.

Information, estimates and opinions furnished to us and contained in this report were
obtained from sources considered reliable and believed to be true and correct. However, no

responsibility for accuracy can be assumed by us.

Neither all nor any part of the contents of this report shall be used for any purpose by
anyone but the client without the previous written consent of the appraiser and/or the client.

Copies of this report are not valid without the original signature of the appraiser.

Environmental Disclaimer: The value estimated is based on the assumption that the
property is not negatively affected by the existence of hazardous substances or detrimental
environmental conditions unless otherwise stated in this report. The appraiser is not an
expert in the identification of hazardous substances of detrimental environment conditions.
The appraiser’s routine inspection of and inquiries about the subject did not develop any
information that indicated any apparent significant hazardous substances of detrimental

environmental conditions which would affect the property negatively unless otherwise

Umphrey Appraisals & Land Management
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stated in this report. It is possible that tests and inspections made by a qualified hazardous
substances and environmental expert would reveal the existence of hazardous substances of
detrimental environmental conditions on or around the property that would negatively
affect its value. The client’s instructions for this appraisal are to appraise the property as if

free and clear of any contamination that might exist.

7) The land, although it has pipelines, and other utility improvements, is assumed to be
vacant.

This utility corridor has Duke Energy’s buried oil and gas lines on it and also a buried cable of
Northwest Tel. It crosses the Alaska Highway about 8.0 kms south of Wonowon.

Umphrey Appraisals & Land Management
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DEFINITION OF THE APPRAISAL PROBLEM

PROPERTY APPRAISED
Crown land in the NE Sector of the province for linear utility uses including oil, gas, water, or
electrical transmission, distribution transit or furrier lines, etc. or licenced for local service
power, telephone or commercial lines.

PURPOSE OF THE APPRAISAL
The purpose of the appraisal is to estimate the market value of the zonal rates. The appraisal is
required to assist the province in establishing new zonal rates for the NE Sector of BC.

DATE AS OF WHICH THE VALUE ESTIMATE APPLIES
As of May 4, 2006.

DATE OF INSPECTION
March 17 and April 30 to May 4, 2006. It was only possible to inspect the general area and some
of the comparable sales.

PROPERTY RIGHTS APPRAISED
The property rights appraised are the interests of licences and statutory right of ways over Crown
land.

SCOPE OF THE APPRAISAL
This report has been prepared in accordance with the Canadian Uniform Standards of
Professional Appraisal Practices as adopted by the Appraisal Institute of Canada as of January
2002. In preparation of this Appraisal, I bave investigated a number of sales of acreage parcels
in the NE Sector of BC. In doing so I have interviewed public officials, real estate agents and
property owners. The scope of the appraisal is set out in Exhibit A that has the Terms of
Reference for the study.

Umphrey Appraisals & Land Management
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DESCRIPTION OF THE STUDY AREA

Study Area
The study area is the north east section of the Province. It is bounded on the north by BC’s

border with the Northwest Territories and the Yukon Territory, on the east by the border between
BC and Alberta, and to the south to Kaskwa Provincial Park at Mt. Buchanan, and then north
along its western boundary that is the height of land (Hart Ranges and Rocky Mountain
Foothills) up to a point about half way between Fireside on Highway 97 and Lower Post.
Primarily the study area is the eastern half of the Province’s utility Zone F and it takes in the NE
triangular portion of Zone E.

The study area is within two regional districts. The Peace River Regional District at the southern
and central portion and the Northern Rockies Regional District at the north. The Alaska
Highway runs through both of the regional districts.

Peace River Regional District
The Peace River Regional District has a population of about 63,000 people. Its main population

centres are the following incorporated municipalities:

City of Fort St. John 17,800
City of Dawson Creek 11,400
District of Chetwyn 2,770
Tumbler Ridge 2,500
District of Hudson’s Hope 1,160
Village of Pouce Coupe 890
District of Taylor - 1,350

Other communities include Charlie Lake, Dokie-Wildsmore, Moberly Lake, Prespatou, Kelly
Lake and Rolla.

The Peace River Regional District encompasses an area of about 12 million hectares (46,000

square miles) and it covers all the lands south of the 58" parallel and east of the Rockies. The

Umphrey Appraisals & Land Management
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topography varies from the Rocky Mountains on the west to the Interior Plains in the eastern
section. The area in the Tumbler Ridge section is mountainous forest land, whereas the land near
Dawson Creek and Fort St. John is relatively level and used mainly for farming. The Peace
River area produces most of the grain harvested in British Columbia. The land along the western
boundary of the study area is mountainous forest land. Other than the communities along the
highway and the farm lands near Dawson Creek and Fort St. John, most of the land is
undeveloped bush land. The major employers (according to BC Stats) of the Peace River
Regional District include:

Farms 1,720 people
Mining & oil & gas extraction 2,860 people
Construction 2,895 people
Manufacturing 1,680 people
Retail trade 3,310 people
Transportation & warehousing 2,275 people
Educational services 2,125 people
Healthcare/social assistance 2,325 people
Accommodation & food services 2,290 people

The major industries are oil and gas exploration, coal mining, forestry and agriculture.

Northern Rockies Regional District
The Northern Rockies Regional District has a population of about 6,650 people. Its only

incorporated municipality is the Town of Fort Nelson that has a population of about 4,850
people. There are several smaller communities such as Toad River. The Northern Rockies
Regional District has an area of approximately 86,200 square kilometers. The western portion is
mainly mountainous forest land but the eastern portion is fairly level and has muskeg. Many of
the roads into the eastern areas can only be used when the ground is frozen. Hence oil & gas
exploration is largely done during the winter months. Close to Fort Nelson at McConachie
Creek and west of Fort Nelson for 30 kms or so, there are farm areas with cultivation. The short
growing season, soil type, topography and distance to market make many of these farms

marginal operations. Most of the Regional District can be described as wilderness. Once you

Umphrey Appraisals & Land Management
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leave Fort Nelson’s outskirts and travel along the Alaska Highway there is very little
development, mostly just bush land. The major employers (according to BC Stats) of the
Northern Rockies Regional District include:

Mining & oil & gas extraction 260 people
Construction 270 people’
Manufacturing 545 people
Wood product manufacturing 515 people
Retail trade 260 people
Transportation and warehousing 300 people
Accommodation & food services 350 people
Public administration 250 people

The main economic drivers of the area are forestry, oil and gas exploration and tourism.

Duke Energy’s High Pressure Sour Gas pipeline cutting through privately owned DL 3339 and
crown land at McConachie Creek, N. of Fort Nelson

Umphrey Appraisals & Land Management
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PART II - REVIEW OF EXISTING POLICY AND
DISCUSSIONS WITH AGENCIES

Umphrey Appraisals & Land Management
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REVIEW OF EXISTING POLICY

The Province wide Land Use Operational Policy, Utilities was last amended in October 21, 2005.
The basic policy and current pricing goes back to 1984 with the zone values last amended in
1988. A task group from the utility companies and agencies of the provincial government are
currently reviewing this policy, from interviews that I have had with the members of the task
group, it is apparent that the policy is generally satisfactory. The stakeholders agree that there
should be an updating of the zonal rates, a standardized appraisal request format for instances
where the zonal rates are not appropriate and a dispute resolution process. The members of the

task group also believe that that policy should reflect:

= Business certainty
*  Administrative efficiency
= Fairness to all parties

= Consistency

The current policy provides for the discretion of ministry staff to obtain an appraisal where the
market evidence indicates that the zonal rates are too low. Within this context, Fort St. John
Regional Office in 1999 obtained an appraisal and adjusted the zonal value from $170 per
hectare to $1,730 per hectare for Crown lands used for oil & gas pipelines, other linear land users
remained at $170 per hectare. Oil and gas clients particularly Duke Energy and Terasen Gas,
argue the rate of $1,730 per hectare is too high. They say it is beyond the fee simple land value.
They also argue that the process that set the rate of $1,730 per hectare, was not open in as far as
they did not have an opportunity to participate in the review and did not get to see the appraisal
that set the rate. The Ministry’s Regional staff, on the other hand, believe that it is a fair value
compared to what the oil and gas companies are paying for the use of private land. The staff

advise it eliminates the need for individual appraisals.

The existing ministry policy and the Regions’ October 26, 1999 letter are included in Exhibit B.
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DISCUSSIONS WITH AGENCIES THAT ROUTINELY
VALUE RIGHTS OF WAY FOR UTILITY PURPOSES

The following summary provides the main points mentioned by the agencies.

Duke Energy (Wayne Lloyd)

s.17

s.17

The 1999 increase in the Peace River in from $170 to $1,730 pér h’ectar’e’(700/acre), was not
based on any evidence provided to the industry despite asking to see the appraisal report.
There was no openness or consultation. The Peace River rate of $700/acre is the highest in
Canada. Nova Scotia is second at $400/acre. Alberta has a zonal rate system. Its zonal rate
for the Peace River area is between at $100 to $125 per acre for utility pipeline/power line

rights of ways.

s.17

s.17

In purchasing easements, in perpetuity, over private land the price paid is a negotiated price
that is not based on land value. The industry is currently paying $1,000 to $1,100 per acre.
The price builds up over time based on earlier settlements. Duke Energy, being inter-
provincial, is subject to the National Energy Board. Landowners with a dispute go to that
agency for dispute resolution. There is no entry fee in BC on private land.

Duke Energy’s tenure documentation prevents it from sharing rights of ways. All of Duke
Energy’s right of ways have a single use.

The Province and the utility companies need a policy that is clear, province wide and not

changed without consultation.

Terasen Gas (Bob Love), manages the land interest for Kinder Morgan Canada Inc. that is

inter-provincial

= The majority of the land agents and pipeline companies operating in the NE sector of BC are
heavily influenced by their experience in Alberta, and have bought the same pricing/land
acquisition strategy into BC. They are using the “patterns of dealing” as the basis of their

land purchase, which is one valuation method contemplated under the Alberta Surface Rights
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Act. In recent years the Surface Rights Board in Alberta has made rulings that tend to ignore
all other methods of valuation in favour of “pattern of dealings.” This is not the basis used
by the Expropriation Act of BC. The effect has been despite the fact that land values have
remained constant, utility rights of way prices have continued to go higher with each new
project. The “pattern of dealings” is not related to the market value of the land, the amount

paid often exceeds land value. Each transaction is a benchmark for the next one.

Sect 17 i i i 1 Sect 17

Sect 17 Sect 17

BC Hydro (Doug Sawkins)

The BC Peace River block should probably be divided into more than one zone.
For high value areas, where there is a need for individual appraisals (across the fence
valuations), the appraiser has to make allowances in comparing developed land to

undeveloped land.

Sect 17

Sect 17

Sect 1
Sect 17 7

When BC Hydro acquires transmission line rights of ways, it is done by across the fence

valuations and generally at 50% of the fee market value.

Telus (Dave Newton)

Telus generally does not acquire rights of way as about 90% of its lines are in road rights of
ways (highways, etc).

Telus has joint use agreements with BC Hydro, Fortress and Princeton Light and Power.
When Telus buys an easement or right of way the across the fence method of valuation is

used. Telus then pays 50%, or less, of the fee simple value.

Sect 17 Sect 17

Sect 17
Sect 17

Telus, in general, does not favour sub zones.

Shaw Cable (Chris Ewasiuk)
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Most of Shaw’s lines are piggybacked on BC Hydro or Telus lines. Shaw seldom acquires

private tenures and when it does it is case by case.

.:Sect 17

Sect 17

Sect 17

Sect 17

Continuity in pricing is an important issue when planning projects that are three to four years

in the future.

Ministry of Forests (Bill Clifford)

Forests does not provide tenures for linear utility properties as that is outside the scope of its

mandate. Forests does acquire linear properties for road access purposes. The general rule

of thumb is that compensation is based on land value (usually the across the fence value

prorated to the area contained within the right of way, multiplied by a cap rate of 8%). If

there is an existing private road the value would be discounted by 50% as there would be

little change of utility to the land. In addition, MOF would maintain the road to industrial

haul standards.

Ministry of Transportation (John Shaw)

The Ministry only acquires land for road rights of way. It does not acquire land for utility

purposes such as hydro rights of way, etc.

The only tenure it issues are permits for land within its rights of ways. These permits to

Telus, Terasen, etc. are issued for as long as required. There is not a fee for the land use,

other than a limited fee for some local communication uses.
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DISCUSSIONS WITH AGRICULTURE AND LAND’S
STAFF AND OIL & GAS COMMISSION STAFF

Agriculture & Lands — Peace Sub Region (Al Zackodnik, Karen Bradshaw, Layne

Lybbert)

= The oil and gas industry are on rates established by the Regional office in 1999. BC Hydro,
Telus and other non-oil and gas utilities, are on rates of the Land Use Operational Policy,
Utilities.

= The Peace Sub Region prefers the rates set in 1999 for the oil and gas industry. These rates
are more consistent with what the industry is paying to the private land owners. The rates
produce higher revenue for the province, are easy to use, and reduce the need for individual
appraisals. It is difficult to get qualified appraisers in the Peace for the valuation of linear
properties and therefore it is best to minimize the need for them. Since the 1999 pricing there
has not been the need for individual appraisals.

= The Oil & Gas Commission accepts the applications and issues the tenures. The tenure fees
go to the province’s general revenue.

= The 1999 rate of $1,730/hectare is for 30 years, prepaid, Statutory Right of Ways. The
exception is Duke Energy where the tenures are in perpetuity. The 30 year prepaid tenures
issued in the 1980’s have not expired but when they do their pricing will have to be revised.

= If zonal boundaries are to be revised it is best to have sub zones for the higher value areas.
Possibly one near Fort Nelson and a large one that includes the Fort St. John/Dawson Creek
area. For this zone it would be best if it is similar to the Peace River Block as shown on the
attachment to the October 26, 1999 letter announcing the new rates. For administrative
purposes it is best that the Peace Block sub zone include full map sheets. The office would
prefer to have the following BCGS map sheets in the sub zone: 93P6/100, 94A1-100.

Oil & Gas Commission (Andrew Morgan, Penny Buckler)

=  Andrew Morgan is not aware of any significant issues but he is relatively new to the OGC.
Fairness in pricing and the ability for the industry to foresee expenses are important.

» Penny Buckler stated that changes to pricing and zone boundaries only affect the OGC in an
administrative sense as the OGC does not have a part in setting the price or the zone

boundaries.

Umphrey Appraisals & Land Management



- DRAFT -

Umphrey Appraisals & Land Management



- DRAFT -

DISCUSSIONS WITH ADJACENT JURISDICTIONS

Alberta (John Begg, Land Use Branch & Val Hoover, Disposition and Technical Services
Branch)

John Begg advised pricing is based on the Disposition & Fees Regulations. Alberta does not
use across the fence valuations that tie to the market value of the land. Pipeline tenures are
lease agreements, other utilities are easements. The administrative requirements are set out
in the province’s web site www3.gov.ab.ca/srd/land/index.html.

Val Hoover advised that land for pipeline rights of way is valued at $100 - $225/acre. It is
based on a schedule (see Exhibit C) with the values in place since 1987. The values relate to
soil type and productivity for agriculture. The pipeline agreements are a lump sum payment
up front and are in perpetuity. The price per acre is modest; the main revenue is through
royalties. Hydro and telephone easements are at $100/acre and they are also in perpetuity.

No land appraisals are done for utility rights of ways and easements.

Yukon (Bryony MclIntrye, Lands Branch; Gerry Gerein, Property Assessment and

Taxation Branch)

The Lands Act & Territorial Lands (Yukon) Act requires land be leased at 10% of market
(appraised) value. This applies across the board to regular leasing arrangements and with
utilities of a variety of purposes. The appraisals are done for Lands Branch by the Property
Assessments and Taxation Branch. There is a minimum rental of $150 or $100 per year
depending on location. There is also a fee of $15.00 per mile. No grants of the right of way
or easements may be made for a term exceeding 30 years but may be renewed at the option
of the holder of the tenure for two additional terms not exceeding 30 years (Lands Act
Section 19).

Gerry Gerein advises that utility corridors are valued on a market value basis using the across
the fence approach to value. The Yukon has a Land Value Appeal Land Application Policy
(see Exhibit C).
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Alaska State (Dick Mylius and Kevin Hindmarch)

» Alaska Statute (Title 38 — Public Lands) dictates how rental rates are established. Generally
the market value of the land is the basis for calculating the rental fee. The rent for utility
corridors is based on the real estate market (across the fence valuation), Alaska has special
appraisal instructions for Fibre Optic Systems (see Exhibit C).

Washington State (Janet Ballew, Department of Natural Resources, Product Sales and
Leasing Division)
s Procedures and policies are somewhat dated.
s Valuation of easements is based on market value which may include, but is not limited to:
e across the fence land value
e comparable sales
e comparable easements
¢ land damage
e severance
e damage to improvements
e corridor value
e other considerations (e.g., continuity of ownership, economies of scale, zoning,
number of parcels, public use and abuse, etc.)
= The above is not an official procedure but it is how the Division conducts its business. Each
proposal is unique and no procedure or valuation method will cover all of the situations.
» Minimum value of any utility easement crossing state land is $500.

= Policies and other documents pertaining to utility easements are shown in Exhibit C.
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PART III - ANALYSIS AND CONCLUSIONS
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HIGHEST AND BEST USE

The concept of Highest and Best Use represents the underlying premises on which real estate

value is based and may be defined as:

AThe most probable use of a property at a particular moment in time that will produce the
highest net return, taking into consideration its potential ability.@

The determination of Highest and Best Use represents an opinion, rather than a fact, based on
analysis and judgment, given consideration to the following types of factors affecting real
property.

Marketability

Profitability

Financial constraints

Statutory limitations

Regulatory controls

Title restrictions

Physical and functional limitations

v W Uy 0 A A -2

The purpose of the appraisal is to estimate a zonal value of Crown land that is, or will be, used
for linear utility easements and rights of ways. The province has the legal authority to issue
tenures .for these purposes and the utility clients require the land. In many cases there is no
alternate use for the land at this time, other than forest management and land conservation. In

my opinion the Highest and Best Use is for linear utility easements and rights of ways.
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METHOD OF APPRAISAL

The Direct Comparison Approach will be used for this appraisal. This approach to value is
based on the Principle of Substitution which affirms that a prudent purchaser will not pay more
for a property than the price of an equally desirable substitute property available under similar
conditions. This approach provides a reliable indication of value, particularly in an active
market, given a reasonable availability of market data having a sufficient degree of comparability

to the subject.

The most common method of valuing utility corridors and other linear properties is called the
“Across the Fence” valuation method. Basically this involves comparing the subject area to
similar lands on each side of it. This being a zonal approach to value a wider comparison must
be used as it would not be possible to compare each tenure to lands on each side of it. The

comparison will be to similar lands within the zonal area.

Utility corridor south of Taylor in TWP 81, Range 18, heading up to the Moberely Provincial
Forest.
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VALUATION CONSIDERATIONS

For the purpose of estimating the zonal value 179 sales were analyzed. These sales are shown in
Exhibit D. Most of the sales information was obtained from the British Columbia Assessment
Authority records and are grouped in areas the Assessment Authority describes as
neighbourhood. Some of the sales information was obtained from realtors and land managers,
and some from appraisal reports on the Ministry’s Fort St. John office files. Iinspected many of
the sales, but it was not possible to inspect them all due to the large volume of sales and the
remote location of some. A fair number of the comparable properties were photographed. To
reduce the size of this report, the photos have not been included, but are available if the client
requires them. In British Columbia real estate is sold on the imperial measure, therefore, the

sales and valuation process will be expressed in imperial measure.

The sales selected are restricted to the large parcels (30 acres and over). These are more
indicative of the subject’s linear properties that are mainly rural and remote in nature. The larger
" parcel sales, generally exclude residential, commercial, or industrial lands, which in most cases

would have higher per acre values.

The comparable sales are all outside municipal boundaries. I excluded sales that are not
reflective of average market value. That is, if a sale has lake frontage it is excluded because it is
probably too high. On the other hand, if a sales is an estate sale or a family transaction, it is most

often excluded as it is too low and not reflective of the market value.

Finally, of the sales, in the analysis process, I have edited out the high and low extremes. This

will take into account most abnormalities.

Adjustments have not been made to the sales as the valuation does not pertain to a single
property that a direct comparison can be made. The appraisal is of all the linear utility properties
within the zone. The appraisal is a “broad brush” approach. However, there are a couple of

issues that are often adjusted for, that should be mentioned:
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Cultivation (clearing)

The sale price between cultivation and improved land is not nearly as high as one would expect.
In recent appraisals completed for the Ministry’s Fort St. John office, it is noted that adjustments
were not always made and if they were they were generally about 30% if 50% — 66.6% of the
property is cultivated. In the Arthur Hadland March 31, 1996 report on the valuation of linear
properties no adjustment was made for cultivate, nor was one made in the November, 1987 Fred
Cunningham Land Consuitant report on utility zone values. The land sales that I have analyzed
for this study do not provide any clear indication of extra value being paid for cleared land.
However, I believe thére 1s some additional value but this is offset by the Crown land, in some
cases, having other amenities (lake shore, river frontage, etc). It will also be offset as a time
adjustment to the comparable sales is not being used for this appraisal. Some of the sales are

three years old and older, on this account there would be about a 40% increase.

Time

Exhibit E contains a time analysis of re-sale properties within the study area. The upward
movement of value since January 1, 2002 appears to be 1.06%, say 1.00%/month. This increase
is based on rural acreage parcels and is not representative of the market in the municipalities.
This is not conclusive and an adjustment will not be made, however, the evidence of a substantial
increase is apparent. The exclusion of a time adjustment is considered to offset the plus features

(cultivation, location and services) that some of the sales have.

Location and Services .
Many of the comparables have a superior location and services to the subject lands. The subject

lands for the most part are generally remote. As mentioned above, this is offset by the lack of a
time adjustment and other plus features that some of the Crown land has. The other
consideration is that this valuation is a zonal approach where some linear utility lands close to
the municipalities (e.g., Charlie Lake) have a very good location and services but as the zone
stretches out, there are few positive features. Ideally, a zone would have a phased valuation

system but this would be very cumbersome in the administration of land tenures.
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Oil and Gas Facilities

The assessment roll indicates that a few of the comparable sale properties have oil and gas
facilities on them. They likely provide an annual revenue to the land owner. This has not been
adjusted for as although there is the revenue, there is also the loss in property rights that go with

this occupation.

Buildings
A few of the sales are improved with 2 home and outbuildings. An adjustment has been made to

these sales to reduce them to a bare land value.

Zoning

The zoning authorities are the two regional districts. Most of the subject land is not zoned, or is
zoned agricultural or rural resources. Some of the subject lands are within the Agricultural Land
Reserve but this is not a negative feature. The Agricultural Land Commission has made
provision for gas and oil exploration on private and Crown lands within the ALR through its
Delegation Agreement dated January 21, 2004 with the Oil and Gas Commission. This
agreement replaces the former Certificate of General Order 293/95. Other linear utility agencies
go through the normal application process. Zoning is not considered an item to adjust for due to
the above reasons, and also because only rural comparables with rural type zoning are used in

this appraisal.
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RECOMMENDED ZONE BOUNDARIES

The study area currently includes the eastern half of Zone F and the NE triangle of Zone E.

Zone boundaries should be established on the basis of ease in land management administration,

similar geographic utility and common land use and value levels.

The stakeholders consulted for the most part believe there should be one zone with one or two

sub zones for the higher value areas.

Zone F in the Study Area
The Hart Ranges and Rocky Mountains on the west are good geographic boundaries for a large

zone that runs over to the Alberta Border. Within this area there is fairly common land use
(farms around Dawson Creek, Fort St. John and Fort Nelson, and resource (oil, gas, timber, coal,

etc.) exploration and removal on the balance of the lands).

The triangular portion at the southern end of the study area is primarily mountainous forest land
with coal extraction at Tumbler Ridge. This portion, because of its geographic setting appears to
form a closer relationship with Zone F than Zone E. Zone E is primarily west of the mountains,
in the Omineca District. The triangular portion is also in Assessment Area #27 with the rest of

the study area.

Similarly, there is an area around Williston Lake that is east of the Rock Mountains and all
within Assessment Authority Area #27. This land is currently in Zone E but it is more similar to
the Peace than the Omineca. Although it is outside the study area, it is recommended that it be
included in Zone F. Zone F and Assessment Authority Area #27 would then have the same

boundaries. A map showing Assessment Authority Area #27 is shown on the next page.
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Map Showing Assessment Authority Area #27

Consideration of a Sub Zone(s)

The reason why the sales were analyzed by Assessment Authority neighbourhoods was to
establish the different value areas and to see if these could be grouped to sub zones. There is an
advantage having one or two sub zones as it is fairer, more accurate and will reduce the need for
individual appraisals in high value areas. Most of the stakeholders agree that a sub zone around
Fort St. John/Dawson Creek might be merited. There was also agreement that one around Fort

Nelson might be appropriate.

The analysis of the comparable sales indicates that the highest value area includes the following

neigoubhroods:

» Fort St. John Rural —Clayhurst
= Fort St. John Rural — Montney
= Fort St. John Rural (760210), close in and includes Charlie Lake
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= Dawson Creek Rural (759040) — close in to Dawson Creek

=  Dawson Creek Rural — west of the Peace River South and east of the Peace River
South

» Dawson Creek Rural - Rolla and Clayhurst

Fort St. John Rural — Prespatou and Halfway River should be added to this group because of its

adjacent location and similar land uses.

Basically this group of neighbourhoods has somewhat similar boundaries to what the Ministry
describes as the Peace River Block in its October 16, 1999 letter to its client. For the purpose of

this appraisal I describe the Peace River Block sub zone as being bounded on the north by a line,

» along the northern boundary of DL 2381, 2777, etc., the top of the Province’s Fort St.
John map NTS Map 94A — scale 1:250,000

* a line running southerly along the western edge of NTS 94A and NTS 94B (Dawson
Creek) and then a straight line cast along the southern boundary of township 77 south
of Chetwynd and Dawson Creek to the Alberta border.

Exhibit F has a map that shows the approximate location of the sub zone.

A sub zone around Fort Nelson was considered but the sales only indicated about a 10 — 15%
higher value than the balance of Zone F. Also the Fort Nelson rural area sales are a bit higher
due to the number of properties with significant cultivation. Therefore, in my opinion from a
valuation and administration prospective it is best to group the Fort Nelson area with the balance

of the zone.

In conclusion, I recommend that Zone F be one zone with a sub zone consisting of the Peace
River Block. '
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ESTIMATED MARKET VALUE FOR THE ZONES

The Terms of Reference for this appraisal refer to the valuation being based on the value of the
land through which the utility line passes (i.e, across the fence land value). To come to an
updated value for the utility use, a discount of 50% is to be applied to the land values in
recognition that a rights of way is a partial taking. Another item in the terms of reference
advises, “the intent is to impute a zone value or values as appropriate that reflects the market

value of the fee simple transactions of land through which a utility corridor passes.”

Firstly, from an appraisal perspective, the discount of 50% is reasonable. When the province is
issues a tenure for linear utility purposes, something less than the fee simple interest is being
alienated. The province retains certain rights and restricts what the tenure holder can do with the
land. The 50% discount is reasonable because this factor is applied by the province in the other
utility corridor zones of the province. It is also reasonable as based on market transaction that I
have seen and on case law relating to land. The discount of 50% will be used for this appraisal.
I note that some of the agencies acquiring oil and gas easements are paying in excess of 50% to
private land owners. This seems reasonable particularly when land is leased in perpetuity and
the fee simple owner is left with little or not utility. If the Ministry were to review all of its

utility corridor pricing it might want to examine the 50% discount issue.
Secondly, an across the fence valuation method is appropriate taking into account that the zone
value must represent a very large area, a large number of sales and a broad brush approach to an

average, or median, value for the entire zone or sub zone.

Estimated Market Value Prior to Discounting

The comparable sales for each neighbourhood are shown in Exhibit D. These sales are analyzed
on the following pages to provide a market value rate for each of the Peace River Block sub

zones and the remainder of the study area.
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Peace River Block Sub Zone

The neighbourhoods in the Peace River Block sub zone include:

= Fort St. John Rural — Prespatou and Halfway River
= Fort St. John Rural - Clayhurst

= Fort St. John Rural — Montney

*= Fort St. John Rural (760210) and Charlie Lake

* Dawson Creek Rural (759040)

» West Peace River South and East Peace River South
= Dawson Creek Rural — Rolla and Clayhurst

On the following pages the sales from each of these neighbourhoods are analyzed separately and

then grouped together to summarize an overall rate per acre and per hectare for the sub zone

Fort St. John Rural — Prespatou and Halfway River.
When the Prespatou and Halfway River sales (excluding the extremes and 25,29,33 & 37) are

placed in an ascending array at their price paid per acre the median is $326/acre as demonstrated

below:

$225
$237
$250
$275
$284
$320
$322
$323 )
$328 ) Median $326/acre
$328
$362
$415
$422
$478
$572
$888

If this is calculated on an average basis, the average price per acre is $327 (81,361,965 /
4,161.176 acres) with the extremes removed. Sales #5 ($225/acre) located near McLean Ranch
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more rightly belongs to the remainder of the zone (outside the Peace River Block), but it is left

with this grouping as this is where the Assessment Authority has it.

Fort St. John Rural - Clayhurst
When the Clayhurst sales (excluding the extremes #37A, 38, 39 & 43) are placed in an ascending

array at their price paid per ace the median is $469/acre as demonstrated below:

$411
$456
$462
$469
$469 Median $469/acre
$471
$481
$492

If this is calculated on an average basis the average price per acre is $464 ($589,500 / 1,271.65

acres) with the extremes removed.

Fort St. John Rural — Montney
When the Montney sales (excluding the extremes #53, 54, 57, 64, 65, & 65C) are placed in an

ascending array at their price paid per acre the median is $642/acre as demonstrated below:

$438
$446
$479
$544
$561
$605
$616 )
$669 ) Median $642/acre
$679
$685
$708
$717
$719
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$777

If this is calculated on an average basis the average price per acre is $626 (51,209,660 /

1,933,335 acres) with the extremes removed.

Fort St. John Rural (7160210) and Charlie Lake
When the Fort St. John Rural (760210) and Charlie Lake sales (excluding the extremes #68, 75,
83, 84, 85,87 & 88) are placed in an ascending array at their price paid per acre, the median is

$1,010/acre as demonstrated below:

$538
$585
$724
$724
$807
$932
$1,000
$1,004
$1,010
$1,080 ) Median $1,010/acre
$1,112
$1,172
$1,300
$1,300
$1,350
$1,425
$1,792

If this is calculated on an average basis the average price per acre is $1,006 ($2,306,860 /

2,293.34 acres) with the extremes removed.
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Dawson Creek Rural (759040)
When the Dawson Creek Rural (759040) sales (excluding extreme sale #126) are placed in an

ascending array at their price paid per acre, the median is $694/acre as demonstrated below:

$437
$445
$450
$468
$562
$637
$656
$694
$694 Median $694/acre
$746
$781
$854
$949
$1,003
$1,039
$1,094

If this is calculated on an average basis the average price per acre is $714 ($2,000,864 /

$2,800.37 acres) with the extremes removed.

West Peace River South and East Peace River South
When the west and east Peace River South sales (excluding the extremes #145, 146, 149, 150,

151, 153, 160 & 166C) are placed in an ascending array at their price paid per acre, the median is

$406/acre as demonstrated below:

$312
$312
$325
$337
$351
$373
$377
$377
$400
$406 Median is $406/acre
$412
$428
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$442
$452
$533
$562
$575
$584
$602

If this is calculated on an average basis the average price per acre is $413 ($1,857,500 /

4,498.948 acres) with the extremes removed.

Dawson Creek Rural — Rolla and Clavhurst
When the Rolla & Clayhurst sales (excluding the extremes #105, 108, 111 & 116) are placed in

an ascending array at their price paid per acre the median is $559/acre as demonstrated below:

$438
$438
$450
$450
$522
$522
$559 Median $559/acre
$600
$600
$625
$700
$706
$715

If this is calculated on an average basis the average price per acre is $529 ($1,131,500 / 2,140.50

acres) with the extremes removed.

The following pages summarize the estimates for the Peace River Block Sub Zone.
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Neighbourhood Median Average Price Paid Acreage
Fort St. John Rural — $326 $327 $1,361,965 4,161.176
Prespatou and Halfway River
Fort St. John Rural - $469 $464 $589,500 1,271.65
Clayhurst
Fort St. John Rural - $642 $626 $1,209,660 1,933.335
Montney
Fort St. John Rural (760210) | $1,010 $1,006 $2,306,860 2,293.34
close in and including
Charlie Lake
Dawson Creek Rural $694 $714 $2,000,864 2,800.37
(759040) close in Dawson
Creek
Dawson Creek Rural west of | $406 $413 $1,857,500 4,498,948
the Peace River South and
east of the Peace River South
Dawson Creek Rural — Rolla | $559 $529 $1,131,500 2,140.050
& Clayhurst
TOTAL $4,106 $4,079 $10,457,849 19,098.869 acres

(7,729.312) hect.

AVERAGE $586/acre | $583/acre

Therefore the average price ($10,457,849 / 19,098.869 acres) is:
$548/acre,
$1,353/hectare,

SAY $550/acre
SAY $1,350/hectare

In my opinion the rate of $550/acre is reasonable for this zone comparing it to current listings
(see Exhibit H) that have a median asking price of $605/acre. Generally, properties do not sell at
the full asking price.

Umphrey Appraisals & Land Management
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Remainder of Zone F
The large portion of the study area (the remainder of the zone) has sales from the following

neighbourhoods:

= Fort St. John Rural — Hudson’s Hope
= Dawson Creek Rural — Tomslake & Kelly Lake
= Fort Nelson Rural

The sales from these neighbourhoods are analyzed separately and then grouped together to

summarize an overall rate per acre and per hectare for the remainder of the zone.

Fort St. John Rural — Hudson’s Hope
When the Fort St. John Rural Hudson’s Hope sales (excluding extreme #99A) are placed in an

ascending array at their price paid per acre the median is $357/acre as demonstrated below:

$338
$338
$338
$353
$354
$356
$356 )
$358 ) Median $357/acre
$451
$461
$469
$490
$513
$534

If this is calculated on an average basis the average price per acre is $416 ($1,168,200 /

2,811.337 acres) with the extremes removed.

Unfortunately this Assessment Authority neighbourhood contains sales in both the Peace River
Block area and the remainder. I have not tried to split them out as it does not affect the estimated

values for the two zones.

Umphrey Appraisals & Land Management
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Dawson Creek Rural — Tomslake & Kelly Lake
When the Tomslake & Kelly Lake sales (excluding the extremes #135, 136 & 138) are placed in

an ascending array at their price paid per acre the median is $387/acre as demonstrated below:

$312
$332
$367
$387 Median $387/acre
$422
$434
$480

If this is calculated on an average basis the average price per acre is $387 ($578,508 / 1,496.25

acres) with the extremes removed.

Fort Nelson — Rural
When the Fort Nelson rural sales (excluding the extremes #10, 15, 16 & 17) are placed in an

ascending array at their price paid per acre, the median is $420/acre as demonstrated below:

$295
$302
$313
$335
$365
$413
$420 Median $420/acre
$451
$484
$687
$704
$723
$779

If this is calculated on an average basis the average price per ace is $457 (81,695,885 / 3,708.398

acres) with the extremes removed.

The following page summarizes the estimates for the remainder of Zone F.

Umphrey Appraisals & Land Management
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Neighbourhood Median Average Price Paid Acreage

Fort St. John Rural — Hudson | $357 $418 $1,168,200 2,811.337

Hope

Dawson Creek Rural - $387 $387 $578,500 1,496.25

Tomslake & Kelly Lake

Fort Nelson Rural $420 $457 $1,695,885 3,708.398

TOTAL $1,164 $1,260 $3,442,585 8,015.985/acre
(3,244.069 hec)

AVERAGE $388/acre | $420/acre

Therefore the average price (83,442,585 / 8,015.985 acres) is:
$429/acre,
$1,061/hectare,

SAY $430/acre
SAY $1,060/hectare

In my opinion the rate of $430/acre is reasonable for this zone in comparing it to the current
listings (see Exhibit H) that have a median asking price of $490/acre. Generally, properties do
not sell at the full asking price.

The median value ($583/acre) for the Peace River Block Sub Zone is higher than the average
value $550/acre. The median value ($388/acre) for the remainder of Zone F in the study area is
lower than the average value of $430/acre. Overall, there is not a great difference if median
values or average values are used. For the purposes of this report the average value will be used
as this is the basis of valuation that was used in 1987 by Fred Cunningham Land Consultants in
establishing the zonal values that are still in use. In other words, the average value approach has

been used for consistency throughout the province.

Umphrey Appraisals & Land Management
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SUMMARY OF RECOMMENDED ZONE RATES

Estimated Estimated Limited Use | Recommended | Recommended
Market Market Discount Rate/Acre Rate/Hectare
Value/Acre Value/Hectare
Peace River Block Sub | $550 $1,350 50% $275 $675
Zone
Remainder of the study | $430 $1,060 50% $215 $530
area
The recommended rates are therefore:
Peace River Block Sub Zone $275/acre $675/hectare
Remainder of the Study Area $215/acre $530/hectare

The above estimates are minimum values based on sales outside municipal boundaries, therefore

at the Regional Office’s discretion individual appraisals should be obtained for linear properties

within municipalities and other high value areas. In some cases in the rural portion of some of

the larger municipalities (e.g., Hudson’s Hope) the Regional Office might decide to use the zonal

rates if the area is not of high value. Exhibit G has a few sales that illustrate this might be

appropriate.

Umphrey Appraisals & Land Management




July 24, 2006 Meeting
Minutes

Participants: Stirling Bates (MEMPR), Mark Collins (IGRS), Mié¢ toni (MEMPR),
Jennifer Davison (MEMPR), Graeme McLarg;ii?fEAO),
Nash (MEMPR), Ines Piccinino (MEMPR), Baul Jeakin,
(SBR) .

Participants by conference call: Brendan Miller (ILMB), Al
(MoT)

Regrets: Doug Caul (MEMPR), Paula Barrett (ME ¥is (MEMPR),
Glenn Ricketts (MARR), Debbie Hull (AVER), Shannon Baskerville (MED),

8 Jo}g\soﬁ'(WorkSafe BC), Mark

uncan (MoT), Nichola Wade

expensive process fori ; mpanies have indicated that property tax expenditures are
significantly higher in an in Alberta.

Some municipalities have indicated that they are not being properly compensated for oil and gas
activity. When activity is conducted outside the municipality and that municipality is providing
services to the companies, the municipalities argue that they are not adequately compensated for
those services through tax revenues. Ines Piccinino noted that this discussion relates to the Fair
Share Agreement.

Al Zackodnik advised the Team that provincial zonal rates are currently under review. It is
anticipated that rates in the Peace River region, which are currently set at $1730 per hectare, will



decrease while rates in the rest of the Province, which are approximately $200 per hectare, will
increase.

It was suggested that, from a property taxation point of view, companies may want to consider
the corridor concept in which tax rates could be set with certainty within a “corridor”.

Brian’s presentation is attached to this email. Also attached is a report prepared for the Ministry
of Agriculture and Lands entitled “Appraisal of Zone Values for Utility Rights of Way and
Licenses for Occupation in the NE Sector of BC”.

3. Debrief on Enbridge “Pipelines 101"

Jennifer Davison provided a quick debrief on the Enbridge
July 11. This workshop provided a high level overview of pjj
particular interest were the presentations on Enbridge’s First
environmental assessment studies conducted to date.

eventually need to be addressed by the P
4. Pipeline Corridor

Stirling Bates gave a presentation
environmental, e

Co-Chairs Laurel Nash and Max Nock reported on progress to date of the First Nations
Engagement Subgroup. They indicated that priorities of the group include engagement with the
federal government and receiving DM approval for the Subgroup Terms of Reference.

Laurel advised the Team that the Subgroup is currently drafting a Briefing Note for Deputies
requesting authority to initiate dialogue with federal agencies and to apply for $500,000 from the
New Relationship contingency fund.

A detailed Subgroup workplan has been prepared and will assist the Subgroup moving forward.



The Subgroup also advised the Team that it hopes to make a presentation on the experiences of
First Nations consultation for the Mackenzie Valley Gas Pipeline project sometime in
September.

6. Major Projects Update

Last week, PNG and KLNG announced the creation of a limited partnership, Pacific Trail
Pipelines Limited Partnership, a 50/50 partnership between PNG and Galveston LNG
(parent of KLNG and private Canadian company based in Calgary). Under this agreement,
PNG’s existing transmission system will be transferred to t tnership and integrated
with the KSL project facilities upon completion of the Pipel

On July 6 2006, BC, Alberta and Yukon met with the federa
Action Plan for the Alaska Gas Pipeline Project. The federal g

ggest alternate days or times for Team meetings to
Friday August 11.

Due to the civic holiday i Monday August 7, the next Team meeting will be held 2 weeks later

Monday August 21
10:00-12:00pm
Boardroom 8036
1810 Blanshard Street
Victoria

Conference call information
Toll-free dial-i - °
Conference id;

s.15







Martichuk, Carol A CSD:EX

From: Ellis, Rose EMPR.EX
Sent: Monday, July 17, 2006 5:30 PM
To: Nash, Laurel EMPR:EX; Nock, Max EMPR:.EX; Hold - 070704 - Morris, Teresa EMPR:EX;

Shimkus, Jody EMPR:EX; Beedie, Bronwen ABR:EX; Bates, Stirling M. EMPR:EX; Davison,
Jennifer EMPR:EX; Barrett, Paula B EMPR:EX; Caul, Doug D PSA:EX; Ricketts, Glenn
ABR:EX; Kelly, Susan M EMPR:EX; Zackodnik, Al ILMB:EX; Miller, Brendan G. ILMB:EX;
Wade, Nichola PREM.EX; Parker, Bill G ALMD:EX; McLaren, Graeme EAO:EX; Wyatt, Peter
FOR:EX; Duncan, Dave TRAN:EX; Johnson, Al WCB:EX; Atherton, Mark ABR:EX; Rayner,
Jonathan ABR:EX; Quiring, Janel TTED:EX

Subject: Draft BN for Decision: FN Engagement in pipeline development
Follow Up Flag: Follow up

Flag Status: Red

Attachments: MOGPT FN Engagement BN for Decision.doc

Hello,

Please see a draft BN for DMs outlining options for decision on First Nations engagement on pipelines
attached. This has been prepared as per discussion on item 4 of the last MOGPT First Nations sub
committee meeting.

The overarching question outlined in the note is how to engage First Nations on pipeline development in
the New Relationship. If you could all take a look at in advance of the meeting we can discuss additional
issues in to be addressed in connection to this question.

Note this is a draft provided for discussion only.

R

MOGPT FN
jagement BN for De

In reviewing the minutes for the last two meetings, I found there are a few other issues that came up that
are outside of the scope of this particular BN and which will likely need to be raised in another note.

These are:
(June 215 meeting)

e What level of involvement will the Province have in a NEB intervention?
(July 5th meeting)
e Legal analysis of any gaps in existing legislation for information
¢ Is shipping scoped within NEB/CEAA or TERMPOL?
e Are there any regulatory tools to encourage companies to use corridor?
e How is the group going to engage industry? (Jonathan Raynor will be providing a discussion on
this point to be included in attached note)

ARB is working on a number of other action items and will be distributing info at the Wednesday meeting.

I look forward to hearing your feedback on the note.
Thanks,

Rose Ellis

A/Senior Advisor,

Aboriginal Relations Branch

Ministry of Energy, Mines and Petroleum Resources
Tel: (250) 387-2655 / Cell: 889-0515 / Fax: 952-0111



Date: July 17, 2006
Date of previous note:
July 5, 2006 (28817)

Cliff No.:

MINISTRY OF ENERGY, MINES AND PETROLEUM RESOURCES

I PREPARED FOR:

BRIEFING NOTE FOR DECISION

by sub committee)

II ISSUE: How the Province will engage First Nations

development in BC.

IIT BACKGROUND:

status of First Nations Enga
Wednesday July 19). For dé

Greg Reimer, Deputy Minister (and others as identified

noil and gas pipeline

this will be complete by
he projects see Appendix 1.

Project Timeframes agement Estimated
5 Proponent contribution
to BC GDP*

Enbridge Negotiated pre- | $1.7 billion
Gateway Oil consultation direct
and Condensate MOUs with 11 $520 million
Pipelines tings with First Nations. indirect
Project veral First

Nations to help

determine

approach to

consultation.
Pembina $518 million
Pipelines direct
Condensate $91 million
Pipeline indirect
Pacific Northern | - file EA application in - Negotiated pre- | $518 million
Gas (PNG) spring 2007 consultation direct
Pipeline - construction 2008 MOUs with most | $91 million
Expansionand | - in-service 2009 of the affected indirect
Reversal First Nations

along the route

Kinder Morgan
Canada
TransMountain
Qil Pipeline
Expansion
Alaska Gas
Pipeline

* Note that fioures provided are from company presentations to the Major Qil and Gas




The Province has created a Major Oil and Gas Projects Team (MOGPT), led
by the Ministry of Energy, Mines and Petroleum Resources (MEMPR), to
focus and coordinate the Province’s (Province of British Columbia’s)
involvement with pipeline projects. The MOGPT assists in resolving issues
and concerns of project proponents and acts as a single point of contact for
project proponents with the Provincial Government. The MOGPT also works
to position the Province’s labour force and business sector to maximize the
benefits from projects for British Columbians. The MOGPT has a First
Nations Engagement sub committee co-chaired by Laurel Nash, Executive
Director, Aboriginal Relations Branch and Max Nock, Assistant Director,
Economic Competitiveness Division, Ministry of Economic Development
(MED) that is currently exploring the engagement/consultation processes for
the Pacific Northern Gas, Pembina and Enbridge Gateway pipeline projects.

'7agency committee, separate
yadian Environmental Assessment

] 16 committee is to establish a
=senting all federal agencies. The

d is designed for the Enbridge Gateway
for the other proposed pipeline

Columbia ere are increased expectations for more collaborative
approaches to developing resources in B.C. First Nations have expressed a
range of concerns about the proposed pipeline projects [to summarize
positions with research from ARB - target July 19].

The MEMPR is currently developing an Interim First Nations Engagement
Strategy to identify new opportunities for increasing First Nations
participation in energy and mineral resource development in the Province. The
strategy examines opportunities for delivering on the principles of the New
Relationship (i.e. providing a role for First Nations in resource management,
benefit/revenue sharing, and opportunities for capacity building) and outlines
new standards for consultation with First Nations in the New Relationship.



IV DISCUSSION:

Sect 13

Sect 13

Sect 13

Sect 13




Sect 13

Sect 13

Sect 13
Sect 13
Minister
PREPARED BY: REVIEWED BY:
Rose Ellis Laurel Nash, ED
387-2655 Yvette Wells, ADM

Greg Reimer, DM



Appendix 1

Brief description of each of the major petroleum and natural gas pipeline projects
currently being planned for British Columbia:

Pacific Northern Gas (PNG) Pipeline Expansion and Reversal: A $750 million
project to reverse the flow of the existing PNG pipeline between Kitimat and
Summit Lake, and build a new 470 kilometer (km) pipeline between those two
places. The project will transform the PNG pipeline from transporting 115 million
cubic feet per day (mmcf/d) of natural gas from east to west, to transporting 610
mmcf/d from west to east. This project is required in order to transport natural gas
imported as liquefied natural gas into either Kitimat or Prince Rupert.

Pembina Pipelines Condensate Pipeline: A $700 million project to build a 465
km pipeline to transport condensate from Kitimat to S ake, where it will

connect with Pembina’s existing pipeline system. T
to Edmonton.

Edmonton to Kitimat and a 150,000 bpd pij ansport condensaté: from
Kitimat to Edmonton. Over 650 km of this pigeli A ?'be in British Coiumbm

billion project to expa
delivers oil and ref

_ fansMountam Plpelme which
om Edmonton to Burnaby. The four-
25,000 bpd, from 225,000 bpd to

construction of a $14 hillion pipeline to transport 4.0-6.0 bxllxon cubic feet per day
of natural gas from'the Alaska North Slope through the Yukon and British
Columbia, into Alberta.



