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PREFACEKE

Mobil Oil Canada Properties as lead operator of the Sable Offshore Energy Project for itself and
on behalf of the other participants described herein, hereby declares that this submission contains
financial, commercial, scientific or technical information which:

a) is CONFIDENTIAL under the terms of the Access to Information Act (Canada) and is not to
be released or made public except as provided in the Act;

b) is CONFIDENTTAL under the terms of the Freedom of Information and Protection of
Privacy Act (Nova Scotia) as disclosure would affect the continued access to such information,
would affect the competitive position of the entities described herein and result in undue
financial loss and access thereto should be refused pursuant to the Act;

¢} is PRIVILEGED under section 122(2) of the Canadian-Nova Scotia Offshore Petroleum
Resources Accord Implementation Act (Canada) and is not to be released or made public except
as provided in the Act; and

d) is PRIVILEGED under section 121(2) of the Canada-Nova Scotia Offshore Petroleum
Resources Accord Implementation (Nova Scotia) Act and is not to be released or made public
except as provided in the Act.

Any notices regarding this matter should be sent to:

Mobil Oil Canada Properties
P.0. Box 800

Calgary, Alberta

T2P 217

Attention: Vice-President, Frontier Development

If information is to be released, figures should be expressed in aggregate form to protect the
competitive position of the business entities.
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1.0 INTRODUCTION

This is the 1996 Annual Canada-Nova Scotia Benefits Report for Sable Offshore Energy Project work. [t
is submitted to the Canada Nava Scotia Offshore Petroleum Board in accordance with the requirements of
the Canada-Nova Scotia Offshore Petroleum Resources Accord Act, and the Canada-Nova Scotia
Offshore Petroleum Resource Accord Implementation (Nova Scotia) Act.

The report outlines 1996 work activities, benefits content, research and development, and special benefits
activities.

SOEP received benefits content information through ongoing reporting from the major contractors and
suppliers. SOEP used researched estimates for minor contractors and suppliers. The Canadian General
Standards Board document CAN2-147.3-82 was referenced for definitions of Canadian content. The
results are outlined in Appendices 1, 2 and 3.



2.0 SABLE OFFSHORE ENERGY PROJECT (SOEP)

The Sable Ofishore Energy Project involves the development of the natural gas reserves near Sable
Island, approximately 250 kilometers offshore Nova Scotia. Now in the final stage of its pre-development
work, the SOEP will develop six natural gas fields near Sable Island and bring the gas ashore to Goldboro,
Nova Scotia via an undersea pipeline.

Participants in the project during 1996 were Mobil Oil Canada Properties (50 per cent), Shell Canada
Limited (35 per cent), Imperial Oil Resources Limited (9 per cent), and Nova Scotia Resources Limited (6
per cent).

[n 1996 the project:

» Concluded negotiations with the Nova Scotia Government on fiscal terms. (Royalty)

o Filed the regulatory application with the CNSOPB, NEB and Government of Nova Scotia in mid year.
¢ |Initiated Front End Engineering and Design (FEED)

Considering the regulatory approval procedures, a "Hearing Order” was issued on December 16, 1856.
The public hearings will commence in April 1897.

2.1 Commitment to Canada-Nova Scotia Benefits

Notwithstanding our commitment to SOEP’s Project Principles and Guidelines regarding “International
Competitiveness” and "Best Value”, SOEP intends to restrict Bid Solicitation to Canadian sources where
sufficient qualified Canadian Bidders are available to assure fair competition and “Best Value.” We will
give preference to qualified Nova Scotians followed by other Canadians when preparing bid lists and “First
Consideration” on award. Capability to support the ongoing project beyond construction wiil be
considered, where appropriate, as part of “Best Value.”

SOEP will proactively seek out Nova Scotian and other Canadian Companies to participate in the Project.
We will, by survey and by advertisement, identify potential companies to prequalify for inclusion on the
bidders list. Nova Scotians will receive bidding opportunity preference and where sufficient sources are
found within the Province we will seek no farther. The Identified companies will be offered advice on
issues which would improve their competitiveness in bidding and their qualification for the work. Those
companies attaining qualified status will be placed on the bid list after which "sealed competitive bid"
procedures will be observed. Improved Contractor Facilities, knowledge and technology that would result
from award and subsequent ability to undertake future work will also be evaluated as part of qualification.

Actions under this procedure are already underway in Nova Scotia, Forums and Open Houses have been
held in the Province targeting local and regional concerns at the individual original industry association
and local authority level. We have set up a Benefits Advisory Committee which keeps interested parties
apprised of SOEP Project opportunities and allows input into SOEP’s Benefits Policy. On specific
opportunities we have met with potential platform an jacket fabricators, the Professional Engineers, and
Canadian Steel manufacturers. We will continue in this manner to cover all opportunities as they arise. In
addition, SOEP will ensure it's Alliance partners and major contractors follow these principles where
services and goods are required in respect of the contractor’s scope of work.

2



2.2 Development of Contract Bidding Strategy

SOEP was active in 1996 in the preparation of bid documents and strategies for the Main Alliance
contracts and Early Jacket programs.

SOEP’s contracting strategy is designed to enhance opporiunities for Canadian/Nova Scotian companies
to bid for wark on the project. The strategy consists of requiring the Main Alliance contractors to sub-
contract as many of the services, goods and materials required to complete their portion of the work. For
example, the main subsea pipeline contractor will bring to the project their expertise and the pipelay
vessel. Support vessels, such as barges, tugs, surveys, and consumables required for the work will be
tendered competitively, thus providing opportunity for Nova Scotia and Canada.

This strategy applies to all Alliance members and their major sub-contractors

The Alliance package for the Main Jackets/Decks was issued on the basis of allowing bidders to select
which unit of work they prefer to bid, dependent on their own assessment of capability, business plan,
capacity etc. In this way, a larger number of Canadian and Nova Scotian fabricators will be able to
participate.

As part of the strategy for the cnshore facilities, the successful contractor will be required to obtain, on a
competitive basis, construction labour/services and materials, which will provide Nova Scotia
subcontractors/suppliers with significant opportunities.

In all of the strategies, SOEP has provided substantial opportunity for Canada and Nova Scotia to
participate competitively. The operator plans to work closely with the Alliance members to seek ways in
which to provide further opportunities to Nova Scotia and Canada.

2.3 Operations Systems Development

In an effort to learn the best operational practices, with the aim of optimizing the operations ability to meet
its objectives, SOEP undertook a bench marking survey of ten North Sea, five Gulf of Mexico and three
Canadian East Coast operators in 1996.

Based on the knowledge gained by in-depth interviews with other operators such as Mobil North Sea
Limited and British Petroleum, a SOEP operations strategy and philosophy was developed. The creation
of the SOEP operations system was influenced by the key findings from the bench mark survey. This
survey identified the importance of flexible, multi-skilled employees, and the necessity for an operations
system that aims at continuous improvement.



3.0 1996 Work Activities

The following section outlines various work activities carried out during 1996. The benefits data from each
activity is reported in Appendices 1 and 2.

3.1 Branta Biostrata-Biostratigraphy

Branta Biostrata of Calgary, performed a biostratigraphy study in 1996 for SOEP. Branta Biostrata's
president and principal scientist Dr. Ed Davies performed the work.

The study's main objective was to provide a chronostratigraphic framework for correlating the reservoir
~ones between the South Venture 0O-59 well the Venture B-52 well. A secondary objective was to provide
estimates of paleowater depth in order to help with interpretations of depositional environments.

In order to accomplish these objectives, Dr. Davies studied 63 existing palynology slides from South
Venture O-59 well and 85 existing palynology slides from Venture B-52 well. In addition, 23 sidewali core
samples from 0-59 well were processed for palynology and these new slides were also examined in
detail.

Canada Benefits from this project have been positive but, will be reported in the 1997 Annual Report due
to billing procedures.

3.2 Western Geophysical-Ocean Bottom Cable Seismic Survey Program

Western Geophysical developed new procedures for deploying Ocean Bottom Cables (OBC) through
three marine zones. Western Geophysical’'s employment of the new technology for seismic exploration
represented the first time OBC technology has been used offshore Canada in water of these depths.

The operation utilized state-of-the-art seismic recording equipment mounted onboard the R/V Western

Polaris with three vessels using DGPS positioning to locate and deploy recording equipment and seismic
sound source.

A variety of support systems, covering several scientific disciplines, were used. These included: Pelagos
Atlantic for navigation, weather and satellite positioning; Seimac Limited for weather forecasting, and
Dominion Diving.

Western Geophysical worked with a number of suppliers, including: Nova Scotia ports such as Sheet
Harbour, Mulgrave and Halifax; environmental researcher and biologist Zoe Lucas; local specialty
fabrication contractor Fabco; Environment Canada, Halifax Harbourmaster and the Canadian Coast
Guard/ECAREG.

On behalf of Western Geophysical, Reliance Offshore Canada Inc. coordinated the recruitment, training
and employment of Canadians for the project. Fifty-two Canadians, including forty-nine Nova Scotians and
three Newfoundlanders, were employed in a variety of positions on Western Geophysical ships and thirty-
seven people from Nova Scotia worked in onshore support positions.



3.3 Martec Limited-Oceanographic Studies

On behalf of the SOEP in 1996, Martec Limited, which specializes in research in engineering and ocean
sciences, developed new technology in association with other organizations.

Martec Limited interacted with several organizations, such as:

a)  Oceanweather Inc. and Offshore Coastal Technologies Inc., in the transfer of state-of-the-art
ocean wave generation and modification procedures;

b) Oceanography Department of Dalhousie University in the transfer of ocean current modeling
technology; and

c) Mobil Technology in Dallas in the transfer of analysis procedures appropriate to the offshore
region.

3.4 Nortech Jacques Whitford Surveys Inc. - Geotechnical/Geophysical
Nortech Jacques Whitford Surveys Inc. (NJW) provided the following work activities in 1996:
a) Two swath bathymetry surveys consisting of over 2000 line kilometers of sounding data;
b) A geotechnical program of 175 bottom penetrations; and

c) A geophysical survey of the proposed undersea pipeline corridor from the field installation to
landfall at Country Harbour, Nova Scotia.

NJW's objective was to link science and engineering, with the aim of helping the SOEP proponenis make
informed decisions relating to cost effective design and installation of the field development.

NJW's work involved a significant technology transfer between NJW and the Canadian Hydrographic
Service in the area of swath bathymetry.

NJW used the latest advancements in digital data acquisition and processing tools to cost effectively
merge and manipulate the various data sets to meet the engineering demands of SOEP.

In partnership with the University of New Brunswick, NJW successfully linked the service industry,
academia and SOEP engineers in the pipeline design process.

3.5 MacLaren Plansearch

MacLaren Plansearch was responsible for the preparation of the environmental impact assessment and
related studies on hehalf of SOEP.

The work activities undertaken in 1996 were: public consultation, land use, community socioeconomic
impacts, oceanographic studies, modeling of oil-based muds, visibility analysis, and document design
compilation.
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MacLaren consolidated input from thirteen Nova Scotia companies. The list includes: ARA Consulting
Group Inc., Canadian Seabed Research Limited, CEF Consultants Limited, Davis Archaeological
Consultants Limited, Envirosphere Consultants Limited, Griffiths Muecke Associates, Land and Sea
Environmental Consultants Limited, Martec Limited, Oceandyne Environmental Consuitants, Bland
Research Applications, Valley Environmental Services Limited, Washburn & Gillis Limited, and William
Alexander & Associates Limited.

3.6 ADI Nolan Davis Limited-Consulting Services

ADI Nolan Davis provided consulting services for the Alternate Onshore Sites, Preliminary Geotechnical
and Environmental Survey.

ADI| completed these activities in association with the following subcontractors: Northumberland Surveys,
Boart Longyear Driiling Services, the Technical University of Nova Scotia, Dominion Diving, G.F.
MacDonald and Sons Excavating, Brian Hudson and Son, and MDS Environmental Services Ltd.



4.0 1996 SPECIAL WORK ACTIVITIES

4.1 SOEP Office in Halifax established

The SOEP office was established in August 1996. Since it opened, it has been utilized extensively to
support regulatory, public relations and procurement efforts.

A primary purpose of this office is to provide direct contact with the Nova Scoiia supply sector. The office
has a resident purchasing representative for one-on-one discussions with prospective suppliers. This
effort has assisted in the development of preliminary bidders lists for the supply of engineering services,
quality assurance services, and drilling jacket fabrication and steel supply.

4.2 SOEP DPA Transfer to CD ROM

Using new technologies in the project, the propenents employed William Alexander & Associates to
provide CD-ROM technology for the Development Plan and other related filings.

The CD-ROM made available on one disc SOEP’s 1600+ page, five-volume DPA. Included in the CD are
the three addenda to the DPA. The CD ROM has upwards of 500 graphics, including graphs, tables, maps
and photos. It is available by request, and available at CD ROM-equipped local libraries, government
offices, industry assaciation offices, public schools, as well as universities.



5.0 BENEFITS CONTENT

During 1998 a substantial amount of employment and sxpendituraes accrued to Nova Scoiian and
Canadian companies.

Expenditures by SOEP totaled over $20 million and 38 ger cent of these expendiiuras wers from work
doneg in Mova Scotia and Canada. Dirsct amployment from thase expenditures resuiied In aoproxamatsly
258,747 person-hours and 4386 direct positions. Of thesa hours, 32 per cent wers completed by Maova
Scotia rasidents and 27 per cent were complsied oy other Canadian residents See figures 1 and 2
pelow. Project Cumulative iotals are in figurss 3 and 4

There are three appendices within this revort. Appendix 1 is Contractor Expenditure data. This
information was gathsred from the collection of Expenditure Reports (Attachment B) througnout 1998
Appendix 2 is the “Vendor Seledt,” information fTom this recort was gatherad through accounting aata
These two Appendices will vary due to billing and payment procedures. Appendix 3 is Diract
Empicyment data. This daia was gaihersd from the coilection of Monthly Empleyment Raports
{Attachmeni A) throughout 1598

CANADA-NOVA SCOTIA BENEFITS DIRECT EVPLOYMENT 1596

Howva Scotia Resident
22% :

Figure 1

CANADA-NOVA SCOTIA BENEFITS EXPENDITURES 1986

Nen-Canadian

OtherGanadian
-36%

Figure 2



CANADA-NOVA SCOTIA BENEFITS PROJECT CUMULATIVE EXPENDITURES

Non-Canacdian

30% :
Nova Scotta
38%
Qthar Canadian
31%

Figure 3

CANADA-NOVA SCOTIA BENEFITS PROJECT CUMULATIVE EXPENDITURES

Hova Scolfa Resitlent
W%

Hon-Canadian
35%

Other Canadian
2%

Figure 4

The high Canadian and Nova Scotia content is reflective of SOEP's continued commitment to:

R

2)

3

providing suppliers of goods and services in Nova Scotia and other parts of Canada with full and
fair opportunity to participate in the supply of goods and services on an internationally competitive
basis:

ensuring that first consideration is given to individuals resident in Nova Scotia for training and
employment, consistent with the Canadian Charier of Rights and Freedom, and for services
provided and goods manufactured in Mova Scotia where those services ars competitive in terms
of fair market price, quality and delivery; and

ensuring the long term sconomic viability and international competitivensss of the project for all
stakehclders, by obtaining “best valua” in the dasign and implementation of projects. Best value
rspresents a biend of total cost, quality. t=chnical suftatility, reliability, delivery and asaurance of
supply. while at the same time meeting or exceseding safsty and environmental standards




6.0 RESEARCH AND DEVELOPMENT

6.1 Geological Survey of Canada
SOEP Involvement with the Geological Survey of Canada

SOEP and the Geaological Survey of Canada (GSC) undertook a collaborative research project in 1986.
The objective was to examine fault distribution and characteristics of the Glenelg gas fieid in the Sable
Basin. This is one of the six gas fields to be developed offshore Nova Scotia.

The fault analysis project allowed the GSC access to 3D seismic data. This helped to extend GSC's
understanding of the role major faults play in controlling the distribution of gas reserves.

6.2 Washburn & Gillis Associates Limited

Washburn & Gillis Associates Limited (W&GA), in association with other Nova Scotia firms, provided an
environmental assessment for SOEP.

The primary tasks were: the assessment of the proposed natural gas liquids pipeline route and the
proposed liquids facility site at Point Tupper, @ description of various portions of the onshore development,
and the biophysical environment at the gas processing plant.

Information from the assessment is publicly available and will be of direct benefit fo future work
undertaken in the area by local or provincial governments or developers of future projects.

6.3 SOEP Industrial Partnership with Bedford Institute of Oceanography

SOEP is continuing an industrial partnership with the Atlantic Geoscience Centre of the Bedford Institute
of Oceanography for a second year. This pragram includes funding for the development of a Depth of
Disturbance Observatory (formerly known as DODO, now RALPH) and its deployment on the Scotian
shelf in the vicinity of SOEP fields like Thebaud. This observatory is making direct observation of the
depth of the mobile layer of sand on the shelf and is helping to confirm SOEP's design burial depths for
pipelines.

Of our approximately $80,000 contribution this year, $30,000 will be devoted to putting 2 SOEP contractor
staff on board the spring GSC-A CREED cruise to map the Scotian Shelf using SWATH. The remaining
$50,000 is funding one post-doctorate student to work with Dr. Carl Amos in processing the wealth of data
that has already been collected.



7.0 SPECIAL BENEFITS ACTIVITIES

7.1 Workshops

The operator was active in 1996 with extensive SOEP public consultation programs and initiatives. These
are some of the most recent SOEP workshops, seminars and information sessions held throughout Nova
Scotia:

1996

July - August
Meatings with OTANS, Voluntary Planning

August 27
Business Opportunities Workshop
Halifax

September 17
Information Session
Guyshorough

September 18
Information Session
Goldboro

September 19
[Information Session
Country Harbour

September 27
Trade Show
Port Hawkesbury

September 29
Business Opportunities Workshop
Port Hawkesbury

October 3-10
CORE Conference Trade Show
Halifax

October 9
Business Opportunities Workshop
Halifax

November
Trade Show
Guysborough

November 24

Contracting Strategies Session
Halifax
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November 26
Contracting Strategies Session
Port Hawkesbury

7.2 Canadian Steel Suppliers

In an effort to maximize benefits for Canadian and Nova Scotian companies SOEP worked with and
evaluated the capabilities of Canadian Steel Suppliers.

Meetings were held with Stelco and Algoma who manufacture steel plate in Canada. SOEP discussed its
proposal for the structural steel specification with the companies and asked them for feedback on the BS7
191 document on which the SOEP specification is based. The companies’ comments were reviewed and
in several cases SOEP amended its specificaticn o provide better opportunities for both companies.

At this stage of the project, the proponents are not able to technically recommend either steelmaker. It is
anticipated that, with further work, some of the problems may be able to be resolved. After further
evaluation the proponents may be in a position to recommend the companies addition to the bid list to
provide primary and secondary steel for Jackets and Topside structures.

7.3 Sable Island Environmental Protection

SOEP supported the work of Zoe Lucas during the Seismic program. Zoe Lucas maonitored the activities
of the on-island portion of the seismic program from an environmental perspective.

Zoe Lucas was responsible for:

a)  Ensuring that all personnel were familiar with environmental concerns associated with
operations on Sable Island,;

b) Review of all proposed on-island work and site selection, to ensure that activities associated
with deployment and retrieval of equipment and transportation and accommodation of personnel
caused no environmental damage;

c) Monitoring the work for unanticipated environmental issues; and

d)  Inspection of work sites following termination of seismic work, and report preparation.
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