
Joint Hearing
Senate 

Resources & 
Senate Special 
Committee on 

Oil & Gas



FACT SH EET  PART I I

AGENDA PART I

TEST IM O N Y  PART I

STATEM ENT OF K E IT H  D . BURKE , A LYESKA  P IP E L IN E  S E R V IC E  CO .

L E T TE R  FROM LARRY D IE T R IC K , DEPARTMENT OF ENVIRONMENTAL
CONSERVATION

D IS C U S S IO N  NOTES OF JAMES E . EA SO N , DEPARTMENT OF NATURAL
RESOURCES

TEST IM O N Y  OF A . L .  B U K I W R IGHT , MAPCO ALASKA  PETROLEUM

TEST IM O N Y  OF MARK N ECESSA RY , TESORO  ALASKA PETROLEUM

DEPARTMENT OF REVENUE COMMENTS CONCERNING O I L  PRODUCTION—  
REVENUE CONSEQUENCES OF D ISR U P T IO N  AND M ON ITOR ING  ADEQUACY

SHORT TERM SHUTDOWNS, MATRIX PREPARED BY BRUCE BO TH ELLO ,
DEPARTMENT OF LAW

AGENDA PART I I

TEST IM O N Y  PART I I

D IS C U S S IO N  NOTES OF JAMES E . EA SO N , DEPARTMENT OF NATURAL 
(AFTERNOON S E S S IO N ) RESOURCES

TEST IM O N Y  OF B L A IR  E .  WONDZELL, ALASKA  O IL  AND GAS
CONSERVATION CO M M ISS ION

TEST IM O N Y  CONCERN ING : QUANITY AND Q U A L ITY  MEASUREMENTS OF 
CRUDE O I L  AND GAS IN  THE STATE OF A LA SKA , TOM CHAPMAN

TRANS ALASKA  P IP E L IN E  R IG H T  OF WAY AGREEMENT

SELEC TED  ALASKA  S T A T U T E S : ALASKA O I L  AND GAS CONSERVATION
C O M M ISS IO N , DEPARTMENT OF NATURAL RESO URC ES . DEPARTMENT OF 
ENVIRONM ENTAL CONSERVATION

AGREEMENT FOR THE O PERA TION  AND MAINTENANCE OF THE TRANS ALASKA  
P IP E L IN E  SY STEM : SEC T IO N  7 ,  O PERA T IN G  PROCEDURES AND
AMENDMENTS

COM PLIANCE ORDER BY CONSENT AND AGREEMENT S E T T L IN G  L I A B I L I T Y :  
STA TE  OF A LASKA , DEPARTMENT OF ENVIRONMENTAL CONSERVATION  V S . 
ALYESKA  P IP E L IN E  SER V IC E  COMPANY

TABLE OP CONTENTS

F A C T  S H E E T  P A R T  I



S E N A T E  R E S O U R C E S  COMMITTEE 
A N D

S E N A T E  S P E C I A L  COMMITTEE O N  O I L  A N D  G A S

J O I N T  H E A R I N G

S E P T E M B E R  20, 1990 
9 A M  T O  4PM

N O E L  W I E N  LIBRARY, F A I R BANKS

F A C T  SHEET 

PART I

THE STATE OF ALASKA BY TEMPORARY SUSPENSION ORDERS OF THE PIPELINE 

COORDINATOR MAY AT ANYTIME ORDER THE TEMPORARY SHUT DOWN OF ANY OF 

THE TRANS ALASKA PIPELINE FACILITIES IF SUCH A SUSPENSION IS 

NECESSARY TO PROTECT THE PUBLIC HEALTH OR ENVIRONMENT (SEE SECTION 

24, RIGHT-OF-WAY LEASE FOR THE TRANS-ALASKA PIPELINE, TEMPORARY 

SUSPENSION ORDERS OF THE PIPELINE COORDINATOR).

ALYESKA PIPELINE SERVICE COMPANY COULD FEEL COMPELLED TO SUSPEND 

OPERATIONS OF THE PIPELINE IN ORDER TO AVOID FINDING ITSELF IN NON- 

COMPLIANCE OF STATE OR FEDERAL REGULATIONS.

ON AT LEAST THREE OCCASIONS SINCE THE GROUNDING OF THE EXXON 

VALDEZ. THERE HAS BEEN THE THREAT OF A NON-SCHEDULED SHUT DOWN.

WHAT WOULD BE THE POTENTIAL ECONOMIC EFFECT OF A TEMPORARY SHUTDOWN 

OF THE TRANS ALASKA PIPELINE?



P A R T  I I

OVER THE PAST DECADE THERE HAS BEEN $ 1 3 1 , 4 3 0 , 0 0 0  APPROPR IATED  TO  

THE ALASKA DEPARTMENT OF LAW TO L IT IG A T E  REVENUE D ISP U T E S  BETWEEN 

THE STA TE  AND VARIOUS O I L  CO M PA N IES . $ 4 4 , 2 8 9 , 0 0 0  OF T H IS  WAS USED  

J U S T  TO L IT IG A T E  ROYALTY S U I T S .

CAN THE PRESENT SYSTEM  OF CRUDE O I L  VOLUME MEASURMENT FROM W ELL­

HEAD TO TANKER BE SU BSTA N T IA LLY  IMPROVED?
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STATEMENT OF 
KEITH D. BURKE 

MANAGER, FAIRBANKS OPERATIONS 
ALYESKA PIPELINE SERVICE COMPANY 

BEFORE THE 
SENATE RESOURCES COMMITTEE 

SEPTEMBER 20, 1990

My name is Keith Burke. I have worked for Alyeska Pipeline Service 
Company since 1975 in various accounting and logistics management 
positions. In 1980 I became Manager of the Operations and Pipeline 
Logistics Support Department. My responsibilities in that position 
extended to a number of the contractors that provided support 
services to the pipeline, such as Earthmovers of Fairbanks, the 
equipment maintenance contractor, and Helilift, the aviation support 
contractor. In the recent Alyeska reorganization chartered by our 
new president, Jim Hermiller, I was assigned as Manager of 
Fairbanks Operations, and am pleased to be making my home in 
Fairbanks now. This is a new position that recognizes Alyeska's 
increasing presence here and the importance of Fairbanks to the 
operation and maintenance of the trans Alaska pipeline system.

Alyeska welcomes this occasion to testify for several reasons. First 
and foremost, Alyeska considers itself a good citizen that is 
responsive to public concerns and the need for information. Yet too 
often all one hears or reads about are the unusual or out-of-the 
ordinary events that make news because they deviate from the 
norm. We are proud of our accomplishments day in and day out in 
operating and maintaining the trans Alaska pipeline. Our record is 
superb and second to none worldwide as an oil transportation 
system.

In addition, we recognize in particular the importance of Fairbanks to 
Alyeska as the communications, transportation, education, and 
business center of interior Alaska. Fairbanks has been a key



contributor to the success of Alyeska before, during and since 
construction. We use Fairbanks today as a railhead and trans­
shipment hub for our facilities along the pipeline route. We also 
operate a pipe fabrication and welding facility here as well as 
maintaining our Northern District Security Office and substantial 
warehousing facilities in Fairbanks. Of course, Pump Stations 7 and 8 
are operated by personnel residing in Fairbanks and its surrounding 
communities.

Another way Fairbanks has served Alyeska is through the 
tremendous resources available at the University of Alaska on 
subjects ranging from arctic engineering and permafrost to marine 
sciences. Use of these resources did not stop with the completion of 
construction. The expertise available through the University is an 
important component of Alyeska's ongoing activities.

The specific topic you have asked Alyeska to address today is the 
impact of a shutdown of the trans Alaska pipeline on the Alaskan 
economy. By far the greatest impact would be the stopping of oil 
production with resulting loss of revenue to the State of Alaska. That 
is not a subject which Alyeska will be addressing, and we note from 
the list of proposed witnesses today that there are others who will 
cover the impacts that relate to lost production.

Before attempting to demonstrate the financial impact of a pipeline 
shutdown from Alyeska’s perspective, let me emphasize as strongly 
as I possibly can that we believe a shutdown of the trans Alaska 
pipeline for any period other than of short duration is highly 
unlikely. Alyeska is doing everything in its power through vigorous 
management and attention to preventive maintenance to minimize 
the need for pipeline shutdown for routine repairs. Alyeska has 
developed plans for any number of contingencies that could occur
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affecting pipeline or terminal facilities, and we are ready to respond 
to these contingencies, including catastrophic events, which could 
threaten the safe and continuous flow of North Slope oil from Pump 
Station 1 to the Valdez Marine Terminal.

In the Fairbanks area, Alyeska has a pipeline contingency repair 
operation, an equipment/light vehicle maintenance center, pipeline 
fabrication facility, engineered materials storage yard, and a pipeline 
control system maintenance and repair center, employing over 500 
contractor and Alyeska employees with an annual payroll exceeding 
$40 million.

The impact of a pipeline shutdown hinges on the length of the event. 
The pipeline has been shut down for limited periods of time ranging 
from a few hours to a day or two. These shutdowns are necessary 
for planned maintenance and are coordinated with the producing 
fields. No immediate impact on Alyeska's direct expenditures results 
from these interruptions.

If a shutdown extends beyond several days, the first impact will be a 
reduction of purchases necessary for the operation of the mainline 
turbines, such as fuel and DRA expenditures, and the ancillary costs 
of transportation for those commodities. I have attached to this 
testimony a summary of impacts that might flow from a shut down 
lasting several weeks. As you can see, the estimate of an average 
reduction in expenditures would be approximately $1 million per 
week.

Also attached is a second scenario which assumes the pipeline is shut 
down for a period of one year or more. We cannot even imagine a 
set of facts that might lead to such an occurrence, and we caution the
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committee and all others who have access to this testimony that the 
likelihood of such an event is next to zero. But for the purposes of 
responding to this committee's inquiry, we have included the 
scenario.

Under this long term shutdown scenario, facilities are mothballed, 
contracts reduced and employees furloughed. The impact on Alaska 
business in terms of moneys not spent on goods and services would 
be significant and not localized. Based on the 1991 projected 
expenditures, Fairbanks alone would lose about $93 million in direct 
payments to area businesses. Alyeska payroll statewide exceeds 
$103 million with employees living as residents in all communities 
along the pipeline as well as in the Kenai-Soldotna, Anchorage and 
Matanuska-Susitna Boroughs. Although the loss of public oil revenue 
would still dwaif the loss of direct expenditures, those expenditures 
alone v eil exceed one half billion dollars--an amount many Alaskans, 
including members of the Alyeska family, would find difficult to 
replace.

I hope this testimony has been helpful to the committee. In 
concluding I would like to state again that I am pleased to be here 
and intend to become an active member of the Fairbanks community. 
I lived here before and worked on the original pipeline construction 
project from 1975-77. Alyeska has become part of Fairbanks and 
the Interior. We at Alyeska ar^ here for the long haul, as your 
neighbors. I hope that when you have questions about us or just 
want to visit, you'll give me a call or drop by. That's what neighbors 
do, and that's what I will be doing too. Thank you.
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ALYESKA PIPELINE SERVICE COMPANY 
ALASKA SPENDING ASSUMPTIONS SCENARIO 1

ASSUMPTIONS

- PIPELINE BROUGHT BACK TO FULL OPERATION WITHIN SEVERAL WEEKS
- NO LAYOFFS OF ALYESKA PERSONNEL - UNSCHEDULED OVERTIME ELIMINATED
- NO TANKER LOADINGS DURING THE ENTIRE PERIOD
- NO CONTRACT CANCELLATIONS
- NO PROJECT CANCELLATIONS
- FULL OIL SPILL RESPONSE CAPABILITIES RETAINED
- AIR EMISSIONS OBSERVERS NOT REQUIRED DURING AFFECTED PERIOD
- ANALYTICAL LABORATORY SERVICES NOT REQUIRED DURING AFFECTED PERIOD
- DRA TRANSPORTATION AND FUEL PURCHASES NOT REQUIRED DURING AFFECTED PERIOD

IMPACT

- PROJECTED AVERAGE WEEKLY EXPENDITURE REDUCTION EXCEEDS ONE MILLION DOLLARS 
OTHER IMPACTS TO CONSIDER

f t

- MULTIPLIER EFFECT
- ROYALTY PAYMENTS
- OIL FIELD PRODUCTION SLOWDOWN
- EFFECTS ON FUTURE SPENDING

f t  f t



ALYESKA PIPELINE SERVICE COMPANY 
ALASKA SPENDING ASSUMPTIONS SCENARIO 2

ASSUMPTIONS

- PIPELINE BROUGHT BACK TO FULL OPERATION IN ONE YEAR
- OPERATIONS WORK FORCE REDUCED BY AN AVERAGE OF 85% OVER THE AFFECTED PERIOD
- ADMINISTRATIVE WORKFORCE REDUCED BY AN AVERAGE OF 45% OVER THE AFFECTED PERIOD
- OPERATIONS, MAINTENANCE AND ADMINISTRATIVE SPENDING LEVELS REDUCED BY 90% WITH THE FOLLOWING EXCEPTIONS:

— ALL LEASED VESSELS, MACHINERY, EQUIPMENT AND FACILITIES RETAINED— NO DISPOSAL OF VEHICLES AND EQUIPMENT— OIL SPILL RESPONSE TEAMS NOT REQUIRED
— NO CANCELLATIONS OF MAJOR CONTRACTS— NO CHANGE IN SECURITY REQUIREMENTS— ANALYTICAL LABORATORY SERVICES NOT REQUIRED

- ALL PROJECTS NOT IN PROGRESS CANCELLED
IMPACT

- PROJECTED EXPENDITURE REDUCTION EXCEEDS $650 MILLION 
OTHER IMPACTS TO CONSIDER

- MULTIPLIER EFFECT
- ROYALTY PAYMENTS
- OIL FIELD PRODUCTION SHUTDOWN
- EFFECTS ON FUTURE SPENDING

•  •  •



ALYESKA PIPELINE SERVICE COMPANY  
OPERATING EXPENDITURES 

ALASKA SPENDING
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ALYESK A PIPELINE SERVICE COMPANY
1991 OPERATING EXPENDITURES 

ALASKA SPENDING 
MILLIONS OF DOLLARS

$ 8 7 0  MILLION
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ALYESKA PIPELINE SERVICE COMPANY
DISTRIBUTION OF DOLLARS REMOVED FROM ALASKA ECONOMY

ALASKA SPENDING 
MILLIONS OF DOLLARS
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STEVE COWPER, G O V E R N O R

D I V I S I O N  O F  E N V I R O N M E N T A L  Q U A L I T Y  

P . O .  B O X  0 ,  J U N E A U ,  A L A S K A  9 9 8 1 1 - 1 8 0 0

D E PT. OF ENVIRONM ENTAL CONSERVATION
T e l e p h o n e :  

( 9 0 7 )  4 6 5 - 2 6 4 0

S e p t e m b e r  1 7 ,  1 9 9 0

T h e  H o n o r a b l e  B e t t y e  F a h r e n k a m p ,  C h a i r m a n  
S e n a t e  R e s o u r c e s  C o m m i t t e e  

P . O .  B O X  V  

J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  F a h r e n k a m p :

I  w o u l d  l i k e  t o  c o n f i r m  t h a t  I  w i l l  b e  a b l e  t o  a t t e n d  t h e  

S e p t e m b e r  2 0 ,  1 9 9 0  h e a r i n g  o f  t h e  S e n a t e  S p e c i a l  C o m m i t t e e  o n  o i l  

a n d  G a s  i n  F a i r b a n k s .  I  h a v e  d i s c u s s e d  o u r  t e s t i m o n y  w i t h  D a n  

A u s t i n  o f  y o u r  s t a f f  a n d  i t  i s  m y  u n d e r s t a n d i n g  t h a t  y o u  w o u l d  

s p e c i f i c a l l y  l i k e  u s  t o  a d d r e s s  o u r  s t a t u t o r y  a u t h o r i t y  f o r  
s h u t t i n g  d o w n  t h e  p i p e l i n e .  T h e  D e p a r t m e n t  d o e s  n o t  h a v e  a  r o l e  
i n  t h e  o t h e r  i s s u e s  o n  t h e  a g e n d a  f o r  t h e  h e a r i n g  i e ;  m e a s u r i n g  
t h r o u g h p u t  o f  t h e  p i p e l i n e  o r  e v a l u a t i n g  c o n s e q u e n c e s  t o  r e v e n u e  

f l o w  a s  a  r e s u l t  o f  a  s h u t d o w n  o f  t h e  T r a n s  A l a s k a  P i p e l i n e .

W i t h  r e g a r d  t o  s h u t t i n g  d o w n  t h e  p i p e l i n e ,  t h e  D e p a r t m e n t  h a s  n o  

e x p r e s s  s t a t u t o r y  a u t h o r i t y  t o  s h u t  d o w n  t h e  o p e r a t i o n s  o f  a n y  

b u s i n e s s ,  i n c l u d i n g  t h e  T r a n s  A l a s k a  P i p e l i n e  s y s t e m .

V i r t u a l l y  a l l  o f  d e c ' s  p r o g r a m s  f o r  r e g u l a t i n g  e n v i r o n m e n t a l  

p o l l u t i o n  a r e  s t r u c t u r e d  b y  s t a t u t e  a n d  r e g u l a t i o n  s u c h  t h a t  

b e f o r e  a  p e r s o n  o r  c o m p a n y  c a n  s t a r t  o p e r a t i o n s  t h e  p e r s o n  o r  

c o m p a n y  m u s t  f i r s t  s e c u r e  a  p e r m i t  o r  a p p r o v a l  u n d e r  t h e  r e l e v a n t  

r e g u l a t i o n s .  O n c e  t h e  p e r m i t  o r  a p p r o v a l  i s  o b t a i n e d ,  t h e  
o p e r a t o r  m u s t  c o m p l y  w i t h  t h e  p e r m i t  o r  a p p r o v a l ' s  c o n d i t i o n s ,

I f  a  c o n d i t i o n  o f  a  p e r m i t  o r  a p p r o v a l  i s  v i o l a t e d  d u r i n g  t h e  

b u s i n e s s '  o p e r a t i o n s ,  D E C  i n  c o n j u n c t i o n  w i t h  t h e  D e p a r t m e n t  o f  

L a w  m a y  s e e k  a p p r o p r i a t e  a d m i n i s t r a t i v e  o r  j u d i c i a l  o r d e r s  t o  

h a l t  t h e  v i o l a t i o n ,  i n  t h a t  c o n t e x t  t h e  r e l i e f  s o u g h t  w o u l d  n o t  
b e  f r a m e d  i n  t e r m s  o f  a  r e q u e s t  f o r  t h e  i s s u a n c e  o f  a n  o r d e r  t o  
c o m p l e t e l y  s h u t  d o w n  t h e  b u s i n e s s .  I n s t e a d ,  t h e  r e l i e f  r e q u e s t e d  
w o u l d  b e  f o r  a n  o r d e r  r e q u i r i n g  t h e  b u s i n e s s  t o  c o m e  b a c k  i n t o  
c o m p l i a n c e  w i t h  t h e  c o n d i t i o n  o f  t h e  p e r m i t  o r  a p p r o v a l  c u r r e n t l y  
b e i n g  v i o l a t e d .
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B y  w a y  o f  e x a m p l e ,  A l y e s k a  P i p e l i n e  S e r v i c e  C o m p a n y ' s  V a l d e z  

M a r i n e  T e r m i n a l  n e e d s  a n  a p p r o v e d  o i l  s p i l l  c o n t i n g e n c y  p l a n  

b e f o r e  A l y e s k a  m a y  l o a d  c r u d e  o i l  o n t o  a  t a n k e r .  H a v i n g  r e c e i v e d  

a n  a p p r o v e d  p l a n ,  i f  t h e  a o m p a n y  w e r e  t o  v i o l a t e  o n e  o f  i t s  

c o n d i t i o n s ,  t h e  s t a t e  c o u l d  s e e k  a n  o r d e r  r e q u i r i n g  t h a t  t h e  

c o m p a n y  c o m e  b a c k  i n t o  c o m p l i a n c e ,  o n c e  t h e  o r d e r  h a s  b e e n  
i o o u o d ,  A l y o o k a  w o u l d  n o o d  t o  o o r r o o f c  t h e  d e f i o i a n a i e a  i d e n t i f i e d  
i n  t h e  o r d e r .  T h e y  m a y  c h o o s e  t o  s h u t  d o w n  o p e r a t i o n s ,  i f  

a l l o w e d  b y  o t h e r  s t a t e  l a w ,  i n  l i e u  o f  c o r r e c t i n g  d e f i c i e n c i e s ,

T h i s  i s  t h e  t e s t i m o n y  t h a t  w i l l  b e  p r e s e n t e d  a t  t h e  h e a r i n g  i n  

F a i r b a n k s .

W e  a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  a  d i s c u s s i o n  o f  

t h e s e  m o s t  i m p o r t a n t  i s s u e s .

P l e a s e  c o n t a c t  m e  i f  y o u  h a v e  a n y  q u e s t i o n s  o r  n e e d  a d d i t i o n a l  

i n f o r m a t i o n .

0 L a r r y ^ b i e t r i c k
D i r e c t o r



D i s c u s s i o n  N o t e s  o f

J a m e s  E .  E a s o n ,  D i r e c t o r  

D i v i s i o n  o f  O i l  a n d  G a s  

A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

B e f o r e  t h e  

S e n a t e  R e s o u r c e s  C o m m i t t e e  

a n d

S e n a t e  S p e c i a l  C o m m i t t e e  o n  O i l  a n d  G a s

S e p t e m b e r  2 0 ,  1 9 9 0

W h a t  A r e  t h e  E c o n o m i c  C o n s e q u e n c e s  o f  a  S h u t d o w n  o f

t h e  T r a n s  A l a s k a  P i p e l i n e ?

( M o r n i n g  S e s s i o n )



First, the obvious-if the pipeline is shut down, North Slope oil 
production ceases. Once production is stopped, royalty payments 
attributable to that production also stop. In addition, refiners that rely 
on Alaska North Slope (ANS) production must find alternative sources 
for their refinery feedstock. Refineries that can not secure alternative 
feedstocks will cease to operate during the shutdown.

Oil and gas royalties are production based payments. No production, no 
payment. Royalty payments are due to the state at the end of the month 
following the month of production. As a result, the immediate financial 
effect of a shutdown would not be felt at the state’s bank until the end 
of the month following the shutdown. There also would be a 
corresponding lag of 30 days in the resumption of royalty payments once 
production resumed. Unlike the royalty in value payments, the actual 
royalty in kind oil taken by the state’s purchasers (Mapco, GVEA, Petro 
Star, Chevron and Tesoro) would cease flowing the moment the pipeline 
is shut down. Some inventory at the Valdez terminal may or may not be 
available to those purchasers who use the terminal depending on the 
purchaser’s current lifting status. Unfortunately, there is not similar 
storage capability at the GVEA connection.

Cook Inlet production only accounts for two percent of the statewide 
daily oil output. In addition, there is no cheap and easy way to move 
Cook Inlet crude oil to the North Pole refineries.

July production from the North Slope was 52,655,633 barrels for an 
average of 1,698,569 barrels per day. Royalty revenue reported for that 
month was $53.5 million dollars. Year-to-date production from the 
North Slope is 379,481,099 barrels as of July 31. Year-to-date royalty 
revenue from that North Slope production is $484.5 million.



A shutdown and restart of TAPS has its own operational and mechanical 
problems. The Alyeska representative can more fully address those 
concerns. Although at a much smaller scale, similar concerns apply to 
the Milne Point, Kuparuk and Endicott pipelines.

Apart from the pipeline issues, a shutdown and restart of the five North 
Slope oil fields will have its own unique problems and concerns. While 
shutting down or restarting TAPS is a major job in itself, shutting down 
or restarting an oil field the size of Prudhoe Bay is a monumental task-- 
especially if it has to be done on short notice. Contingency plans exist 
to implement such an action, but it is still no easy job to accomplish. 
Conoco went through this exercise when it shut in Milne Point field in 
1986. Conoco had the advantage of having no immediate deadlines or 
dictum to satisfy. It set the timeline it had to follow. Conoco, BP and 
ARCO should be consulted concerning the unique problems that are 
faced in an immediate shutdown situation. For example, well bores need 
to be protected against freeze back, and pipelines and vessels need to be 
purged to protect against freezing or corrosion. A large amount of gas 
will undoubtedly be flared during any shutdown or start-up operation, 
and it may be necessary to flare hydrocarbon liquids or discharge them 
into pits. In an emergency situation, safety will take precedent over the 
environment.

Long-term impacts to the oil reservoirs from a long-term shutdown are 
largely unknown at this time. The return to production for the Cook 
Inlet fields shut down by the volcano has been encouraging.

There is very limited oil storage capacity on the North Slope. There are 
two surge tanks at Pump Station #1, and both the Kuparuk and Milne 
Point fields have a limited amount of on-site storage. Prudhoe Bay field 
really has no on-site storage capacity. If TAPS shuts down, the North 
Slope producers have to begin to take immediate action to shut down.



9. The refineries in Fairbanks have no alternative crude oil supply or
method to dispose of the return oil. The Cook Inlet refineries at least 
have potential alternative supplies of crude oil available to them in the 
event of an extended shutdown of TAPS.

10. The Division of Oil and Gas has no authority to order a shutoown of
TAPS, nor do we have any authority to order Alyeska to continue to
operate in the event it planned a shutdown of TAPS.

11. In the event of an extended shutdown of TAPS there would be a few 
collateral issues that the Division would have to address. These include 
requests for suspension of operations and suspension of production for 
the affected leases and requests for lease extensions and unit agreement 
extensions. The exact circumstances at issue would have to be 
considered prior to issuing any rulings. For instance, suspensions were 
granted when operations were disrupted in Cook Inlet by the Mt. 
Redoubt eruption.
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T e s t i m o n y  o f  

A . L .  B U K I  W R I G H T ,  J R .  

V I C E  P R E S I D E N T  

M A P C O  A L A S K A  P E T R O L E U M  I n c .

T H E  S E N A T E  R E S O U R C E S  C O M M I T T E E  

a n d

T H E  S E N A T E  S P E C I A L  C O M M I T T E E  O N  O I L  A N D  G A S  

S e p t e m b e r  2 0 ,  1 9 9 0
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T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  t e s t i f y  b e f o r e  y o u  o n  t h e  s u b j e c t  

a t  h a n d .  A n d ,  a t  t h e  o u t s e t ,  I ' d  l i k e  t o  e x p r e s s  m y  a p p r e c i a t i o n  

t o  y o u  f o r  d e c i d i n g  t o  h o l d  t h i s  h e a r i n g ,  i n  t h e  f i r s t  p l a c e .

#
T h e  p o s s i b i l i t y  o f  a  c o m p l e t e  s h u t d o w n  o f  t h e  A l y e s k a  P i p e l i n e  h a s  

s u r f a c e d  t w i c e  i n  t h e  l a s t  e i g h t e e n  m o n t h s .

I n  b o t h  i n s t a n c e s ,  t h e  p o t e n t i a l  i m p a c t  w a s  d e s c r i b e d  i n  t e r m s  o f  

f i n a n c i a l  i m p a c t  o n  t h e  S t a t e  o f  A l a s k a  a n d  o n  t h e  p r o d u c e r s  o f  t h e  

o i l  f l o w i n g  t h r o u g h  t h e  l i n e .  S o ,  i t  i s  e s p e c i a l l y  g r a t i f y i n g  t h a t  

y o u r  t w o  c o m m i t t e e s  a r e  l o o k i n g  i n t o  t h e  i m p a c t  o f  a  p o t e n t i a l  

s h u t d o w n  o n  t h e  " P e o p l e "  o f  A l a s k a ,  a n d  n o t  j u s t  o n  t h e  " S t a t e "  o f  

A l a s k a .

2



T h e  d i r e c t  a n d  i m m e d i a t e  i m p a c t ,  o f  c o u r s e ,  w o u l d  b e  f e l t  b y  t h e  

r e f i n e r s  i n  t h e  s t a t e ,  a n d  t h e i r  a b i l i t y  t o  c o n t i n u e  t o  o p e r a t e .  

V i r t u a l l y  a l l  o f  A l a s k a ' s  f u e l  s u p p l y  c o m e s  f r o m  i n - s t a t e  

r e f i n e r i e s ,  a l l  o f  w h i c h  r u n  o n  A N S  c r u d e ,  o r  a  c o m b i n a t i o n  o f  C o o k  

I n l e t  a n d  A N S  c r u d e .  A l t h o u g h  i m p a c t  a n d  t i m i n g  o f  i m p a c t  w o u l d  

v a r y  b y  r e f i n e r y ,  t h e  b u r d e n  o n  i n d i v i d u a l  A l a s k a n s  a n d  o n  t h e  

A ? a s k a n  e c o n o m y  w o u l d  b e  s e v e r e .

O b v i o u s l y ,  s o m e  i n f o r m a t i o n  a b o u t  o u r  s p e c i f i c  o p e r a t i n g  

c a p a b i l i t i e s ,  s p e c i f i c  p r o d u c t i o n  i n f o r m a t i o n ,  a n d  t h e  l i k e  a r e  

p r o p r i e t a r y .  B u t ,  w i t h  t h a t  i n  m i n d ,  l e t  m e  t e l l  y o u  a  l i t t l e  b i t  

a b o u t  o u r  b u s i n e s s  i n  t h e  s t a t e .

M A P C O  i s  a  m a j o r  s u p p l i e r  o f  r e f i n e d  p e t r o l e u m  p r o d u c t s  i n  A l a s k a .  

I n  a d d i t i o n  t o  t h i r t e e n  ( 1 3 )  c o m p a n y - o w n e d  r e t a i l  g a s o l i n e  u n i t s  

i n  t h e  A n c h o r a g e  a r e a ,  a n d  t h r e e  ( 3 )  i n  F a i r b a n k s ,  M A P C O  m a r k e t s  

a  w i d e  v a r i e t y  o f  f u e l s  o n  a  w h o l e s a l e  b a s i s  i n  t h e  I n t e r i o r  a n d  

i n  A n c h o r a g e .  W e  o p e r a t e  r e t a i l  h e a t i n g  f u e l  b u s i n e s s e s  i n  

F a i r b a n k s ,  N e n a n a ,  H e a l y  a n d  G a l e n a .

W e  a r e  t h e  j e t  f u e l  s u p p l i e r  a t  t h e  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t  

a n d  s u p p l y  a  s i g n i f i c a n t  p o r t i o n  o f  t h e  j e t  f u e l  a t  t h e  A n c h o r a g e  

A i r p o r t .

M A P C O  s u p p l i e s ,  u n d e r  c o n t r a c t ,  j e t  f u e l  t o  a l l  f o u r  m i l i t a r y  b a s e s  

i n  t h e  A n c h o r a g e  a n d  F a i r b a n k s  a r e a s .
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O n  a  d i r e c t  o r  i n d i r e c t  b a s i s ,  M A P C O  s u p p l i e s  c o n s i d e r a b l e  f u e l  t o  

t h e  v i l l a g e s  a l o n g  t h e  Y u k o n  R i v e r  s y s t e m  a n d  o u t  i n t o  W e s t e r n  

A l a s k a .

N o w  w i t h  t h a t  a s  a  b a c k g r o u n d ,  l e t  m e  a d d r e s s  t h e  q u e s t i o n  o f  a  

p o t e n t i a l  p i p e l i n e  c l o s u r e .

I n  p a r t i c u l a r ,  o u r  r e f i n e r y  i n  t h e  I n t e r i o r  w o u l d  b e  i m m e d i a t e l y  

c r i p p l e d  b y  a  s h u t d o w n  o f  t h e  p i p e l i n e .  M A P C O ' s  N o r t h  P o l e  

R e f i n e r y  i s  d i r e c t l y  o n  t h e  T r a n s  A l a s k a  P i p e l i n e ,  a n d  a  p i p e l i n e  

s h u t d o w n  r e s u l t s  i n  t h e  a l m o s t  i m m e d i a t e  s h u t d o w n  o f  t h i s  1 1 5 , 0 0 0  

b a r r e l  p e r  d a y  r e f i n e r y .  A l s o ,  b e c a u s e  o f  o u r  l o c a t i o n  f a r  f r o m  

t i d e w a t e r ,  w e  h a v e  a c c e s s  t o  n o t  o t h e r  c r u d e  s u p p l y  o t h e r  t h a n  A N S  

c r u d e  t h r o u g h  t h e  p i p e l i n e .

T h e  i m p a c t  o n  i n d i v i d u a l  p r o d u c t  a v a i l a b i l i t y  w o u l d  v a r y ,  d e p e n d i n g  

o n  p r o d u c t ,  a n d  o n  t i m e  o f  y e a r .  F o i  e x a m p l e ,  h e a t i n g  f u e l  a n d  

d i e s e l  a r e  c o n s u m e d  f a s t e r  i n  t h e  w i n t e r  m o n t h s ,  g a s o l i n e  i n  t h e  

s u m m e r .  B u t ,  i n  a n y  c a s e ,  e v e n  i f  a l l  o u r  t a n k s  a t  t h e  r e f i n e r y  

a n d  i n  A n c h o r a g e  w e r e  f u l l  a t  t h e  s h u t d o w n ,  w e  w o u l d  b e g i n  r u n n i n g  

o u t  o f  f u e l  i n  a  m a t t e r  o f  d a y s ,  a n d  s h o r t  o f  s o m e  f o r m  o f  

r a t i o n i n g ,  w o u l d  b e  t o t a l l y  o u t  w i t h i n  a  c o u p l e  o f  w e e k s .

T h e  F a i r b a n k s  A i r p o r t  w o u l d  h a v e  f u e l  f o r  l e s s  t h a n  t w o  w e e k s  w i t h  

c o n t r o l l e d  l i f t i n g s .  T h e  A n c h o r a g e  A i r p o r t  w o u l d  p r o b a b l y  r u n  o u t



i n  a  m a t t e r  o f  d a y s .  A l a s k a ' s  r e p u t a t i o n  f o r  r e l i a b i l i t y  a s  a n  

i n t e r n a t i o n a l  r e f u e l i n g  b a s e  i s  a l r e a d y  o n  d e l i c a t e  g r o u n d  b e c a u s e  

o f  t h e  r e c e n t  e r u p t i o n s  o f  M t .  R e d o u b t .  W h a t  m e s s a g e  w o u l d  a  

d i s r u p t i o n  o f  a i r p o r t  s e r v i c e  c a u s e d  b y  a  f u e l  s h o r t a g e  s e n d  t o  t h e  

a v i a t i o n  c o m m u n i t y  a b o u t  A l a s k a ' s  d e s i r e  t o  b e  a  m a j o r  

i n t e r n a t i o n a l  r e f u e l i n g  s t o p ?

I f  a  s h u t d o w n  w e r e  t o  h a p p e n  d u r i n g  t h e  s u m m e r  m o n t h s ,  d e p e n d i n g  

o n  t i m i n g ,  t h e  i m p a c t  o n  t h e  B u s h  c o u l d  b e  i n c a l c u l a b l e .  M o s t  o f  

t h e  I n t e r i o r  R i v e r  c o m m u n i t i e s  a n d  N o r t h e r n  a n d  W e s t e r n  A l a s k a  a r e  

i c e - l o c k e d  d u r i n g  t h e  w i n t e r .  T h e  d e l i v e r y  o f  t h e i r  f u e l  s u p p l i e s  

f o r  t h e  e n t i r e  w i n t e r  b e g i n s  g e n e r a l l y  i n  J u l y  a n d  A u g u s t .  I n  m a n y  

v i l l a g e s ,  f u e l  b a r g e s  a r r i v e  o n l y  o n e  o r  t w o  t i m e s  e a c h  s u m m e r .  

I f  t h e  f u e l  i s n ' t  d e l i v e r e d  o n  t h e  F a l l  b a r g e ,  t h e r e  j u s t  i s n ' t  a  

s e c o n d  c h a n c e .

I n  s u m m a r y ,  i f  t h e  p i p e l i n e  s h u t s  d o w n ,  t h e  e n t i r e  s t a t e  o f  A l a s k a  

-  e x c e p t  p o s s i b l y  S o u t h e a s t  -  w o u l d  b e  c o m p l e t e l y  o u t  o f  g a s o l i n e ,  

a n d  o t h e r  f u e l s  f o r  t r a n s p o r t a t i o n ,  h e a t ,  a n d  e l e c t r i c a l  g e n e r a t i o n  

p o s s i b l y  w i t h i n  a  m a t t e r  o f  d a y s  a n d  c e r t a i n l y  w i t h i n  w e e k s .  W e  

w o u l d  n o t  b e  a b l e  t o  r e s u p p l y  f r o m  t h e  W e s t  C o a s t ,  a s  t h e y  w o u l d  

b e  s u f f e r i n g  s h o r t a g e s  o f  t h e i r  o w n  c a u s e d  b y  t h e  s h u t d o w n .

T h e  p o i n t  I ' d  l i k e  t o  l e a v e  y o u  w i t h  i s  t h i s . .  . S h u t t i n g  d o w n  t h e  

T r a n s  A l a s k a  P i p e l i n e  w i l l  i m p a c t  m o r e  t h a n  j u s t  t h e  o i l  c o m p a n i e s  

a n d  t h e  " S t a t e "  o f  A l a s k a .  I t  w i l l  h a v e  a  v e r y  d i r e c t ,  i m m e d i a t e
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a n d  p e r s o n a l  e f f e c t  o n  e v e r y  A la s k a n .

S o ,  t h e  b o t t o m  l i n e  i s . . . w h e n  t h e r e  a r e  d i s p u t e s ,  a n d  c e r t a i n l y  

t h e r e  w i l l  b e ,  f r o m  t i m e  t o  t i m e . . . c a u s i n g  t h e  p i p e l i n e  t o  b e  s h u t  

d o w n  s h o u l d  n o t  b e  a n  o p t i o n .  T h a t ' s  j u s t  g o i n g  t o o  f a r .
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T E S T I M O N Y  O F  M A R K  N E C E S S A R Y  
T e s o r o  A l a s k a  P e t r o l e u m  C o m p a n y

B e f o r e  t h e  
S e n a t e  R e s o u r c e  C o m m i t t e e  

a n d
S e n a t e  S p e c i a l  C o m m i t t e e  o n  O i l  & G a s

S e p t e m b e r  2 0 ,  1 9 9 0  
F a i r b a n k s ,  A l a s k a

" E c o n o m i c  C o n s e q u e n c e s  o f  a  S h u t  D o w n  o f  t h e  
T r a n s  A l a s k a  P i p e l i n e "

B A C K G R O U N D

T e s o r o  A l a s k a  e m p l o y s  t w o  h u n d r e d  A l a s k a n s  a n d  o p e r a t e s  a
8 0 , 0 0 0  B P D  r e f i n e r y  n o r t h  o f  K e n a i ,  A l a s k a  p r o d u c i n g  m o t o r  f u e l s ,  
j e t  f u e l s ,  h e a t i n g  o i l s ,  p r o p a n e  a n d  o t h e r  p e t r o l e u m  p r o d u c t s  
t h a t  a r e  d i s t r i b u t e d  t h r o u g h o u t  t h e  s t a t e  o f  A l a s k a .  T e s o r o  a l s o  
p r o d u c e s  r e s i d u a l  f u e l  o i l  w h i c h  i s  e x p o r t e d  t o  t h e  F a r  E a s t .  
A p p r o x i m a t e l y  8 5 %  o f  T e s o r o ' s  c r u d e  o i l  f e e d s t o c k  i s  A l a s k a  N o r t h  
S l o p e  ( A N S )  [ 4 5 , 0 0 0  B P D  A N S  i s  o b t a i n e d  f r o m  t h e  S t a t e  o f  A l a s k a  
u n d e r  t h e  c u r r e n t  r o y a l t y  o i l  c o n t r a c t ] .

T e s o r o ' s  c r u d e  o i l  s t o r a g e  c a p a c i t y  i s  a p p r o x i m a t e l y  9 0 0 , 0 0 0  
b a r r e l s  w h i c h  r e p r e s e n t s  a p p r o x i m a t e l y  1 0  d a y s  o f  o p e r a t i o n .  T h e  
t y p i c a l  i n v e n t o r y  p r o v i d e s  f i v e  d a y s  o f  o p e r a t i o n  w h i c h  c o i n c i d e s  
w i t h  t h e  f r e q u e n c y  o f  o i l  t a n k e r  d e l i v e r i e s  f r o m  V a l d e z .

E F F E C T S  O F  A L Y E S K A  P I P E L I N E  S H U T D O W N

A .  P l a n n e d  S h u t d o w n s

I n  t h e  e v e n t  a d e q u a t e  n o t i c e  i s  p r o v i d e d  ( a t  l e a s t  s i x t y  
d a y s  n o t i c e )  i t  i s  p o s s i b l e  t o  r e p l a c e  t h e  A N S  w i t h  o t h e r  c r u d e  
o i l s ;  h o w e v e r  t h e r e  a r e  c o n s i d e r a b l e  l i m i t a t i o n s  o n  t h e  t y p e s  o f  
c r u d e  o i l  t h a t  c a n  b e  p r o c e s s e d  a t  T e s o r o ' s  r e f i n e r y  w h i c h  w a s  
e x p a n d e d  a n d  m o d e r n i z e d  i n  t h e  m i d  1 9 8 0 ' s  t o  s p e c i f i c a l l y  h a n d l e  

A N S .

B .  U n p l a n n e d  S h u t  D o w n s  [ A n y  s h u t d o w n  o c c u r r i n g  w i t h  l e s s  t h a n  
s i x t y  d a y s  n o t i c e ] .

T h e  t o t  ■’ I  e c o n o m i c  i m p a c t  t o  T e s o r o  A l a s k a  a n d  t h e  S t a t e  o f  
A l a s k a  w o u l d  i n c r e a s e  a s  t h e  d u r a t i o n  o f  t h e  s h u t d o w n  i n c r e a s e s  
a s  w e l l  a s  t h e  t i m e  o f  y e a r  o f  t h e  s h u t d o w n .  I  h a v e  p r o v i d e d  
t h r e e  s c e n a r i o ' s  t h a t  i l l u s t r a t e  p o t e n t i a l  e c o n o m i c  i m p a c t s  o f  a  

s h u t d o w n .



E x p e c t e d  E f f e c t s :

1 .  S h o r t a g e  o f  a t  l e a s t  3 5 0 , 0 0 0  b b l s  t o  T e s o r o  n e c e s s i t a t ­
i n g  r e d u c t i o n  i n  r e f i n e r y  t h r o u g h p u t  f r o m  8 0 , 0 0 0  

b b l s / d a y  t o  5 0 , 0 0 0  b b l s / d a y  w i t h  a l l  d o w n s t r e a m  u n i t s  
r e d u c e d  t o  m i n i m u m  t h r u p u t s  c a u s i n g  a  s h o r t a g e  o f  r e ­
f i n e d  p r o d u c t s  t h a t  w o u l d  p o t e n t i a l l y  p r e v e n t  m e e t i n g  
c o n t r a c t u a l  c o m m i t m e n t s  f o r  a l l  p r o d u c t s .

2 .  T h e r e  i s  a  r e a l  p o s s i b i l i t y  o f  a  s h u t d o w n  w i t h i n  1 0  
d a y s  d e p e n d i n g  o n  v e s s e l  a v a i l a b i l i t y  a n d  c o n g e s t i o n  a t  
V a l d e z .  ( T e s o r o  a c t u a l l y  r a n  o u t  o f  A N S  c r u d e  a f t e r  
t h e  E x x o n  V a l d e z  a c c i d e n t  a n d  h a d  t o  s u b s t i t u t e  A N S  
w i t h  o n e  c a r g o  o f  C o o k  I n l e t  c r u d e . )

3 .  T h e  r e f i n e r y  w o u l d  a l s o  b e  s u b j e c t  t o  c o s t s  a s s o c i a t e d  
w i t h  d e l a y s  i n c u r r e d  b y  v e s s e l s  a l r e a d y  s c h e d u l e d  t o  
l i f t  r e f i n e d  p r o d u c t s  ( T a n k e r  c o s t s  a p p r o x i m a t e l y  

$ 2 0 , 0 0 0  p e r  d a y ) .

N o .  2 :  A  s h u t d o w n  o f  f i f t e e n  ( 1 5 )  d a v 3  i n  A p r i l .

E x p e c t e d  E f f e c t s :

1 .  S h o r t a g e  o f  a t  l e a s t  1 , 0 5 0 , 0 0 0  b b l s  n e c e s s i t a t i n g  r e ­
d u c t i o n  o f  t h r o u g h p u t s  f r o m  8 0 , 0 0 0  t o  5 0 , 0 0 0  f o r  5  t o  8  
d a y s  a n d  s h u t d o w n  o f  t h e  r e f i n e r y  o n  t h e  8 t h  d a y  f o l ­
l o w i n g  t e r m i n a t i o n .

2 .  A  s h u t d o w n  o f  T A P S  f o r  1 5  d a y s  w o u l d  c a u s e  m a j o r  s u p p l y
p r o b l e m s  o n  t h e  w e s t  c o a s t  a s  w e l l  a s  A l a s k a .  I t  i s
e x p e c t e d  t h a t  t h e s e  s u p p l y  p r o b l e m s  c o u l d  c a u s e  t h e  d u ­
r a t i o n  o f  s h u t d o w n  t o  b e  a s  m u c h  a s  3 0  d a y s  a s  t h e  e a r ­
l i e s t  f o r e i g n  c r u d e  c o u l d  b e  o b t a i n e d  w o u l d  b e  i n  t h e  

3 0 - 4 5  d a y  r a n g e .

3 .  W e e k l y  o p e r a t i n g  c o s t s  d u r i n g  a  s h u t  d o w n  w o u l d  b e  i n  

t h e  r a n g e  o f  $ 5 0 0 , 0 0 0 .

4 .  R e d u c t i o n  o f  j e t  f u e l  p r o d u c t  a v a i l a b i l i t y  t o  t h e  A n ­
c h o r a g e  A i r p o r t  f r o m  t h e  c u r r e n t  l e v e l s  o f  1 2 - 1 5 , 0 0 0  
b b l s / d a y  w h i c h  w o u l d  h a v e  p o t e n t i a l l y  p e r m a n e n t  i m p a c t  

f o r  s o m e  a i r  f r e i g h t  o p e r a t i o n s .

5 .  T h e r e  w o u l d  b e  e v e n  m o r e  c o s t l y  i n t e r r u p t i o n s  i n  t h e  
m a r i n e  v e s s e l  s c h e d u l e s  w h i c h  w o u l d  c a u s e  d e m u r r a g e  

c l a i m s  a s  r e f e r e n c e d  i n  t h e  f i r s t  s c e n a r i o .

N o . l i  A s h u td o w n  o f  f i v e  ( 5 )  d a y s  i n  J u n e .



6 . S i g n i f i c a n t  c o s t  e x p o s u r e  f o r  f r e e z e  p r o t e c t i o n  a t  t h e  
r e f i n e r y  w i t h  p o t e n t i a l  e q u i p m e n t  d a m a g e  r e l a t e d  t o  
c o l d  w e a t h e r  s h u t d o w n s .

7 .  R e a l  p o t e n t i a l  f o r  s t a t e  w i d e  g a s o l i n e  s h o r t a g e s  f o r  
a l l  g r a d e s  o f  g a s .

N o .  3 ;  A  s h u t d o w n  o f  t h i r t y  ( 3 0 )  d a y s  a t  a n y  t i m e .

E x p e c t e d  E f f e c t s :

1 .  A  s h o r t a g e  o f  a t  l e a s t  2 , 1 0 0 , 0 0 0  b b l s  r e s u l t i n g  i n  a  
r e d u c t i o n  o f  t h r u p u t s  t o  5 0 , 0 0 0  b p d  f o r  8  d a y s  a n d  a  
t o t a l  r e f i n e r y  s h u t d o w n  t h e r e a f t e r

2 .  T h e  s h u t d o w n  w o u l d  b e  e x p e c t e d  t o  c o n t i n u e  f o r  3 0  -  4 5  

d a y s  w i t h  a  m i n i m u m  c o s t  i n  t h e  r a n g e  o f  1 . 8  t o  2 . 7  
m i l l i o n  d o l l a r s  a t  t h e  r e f i n e r y  a l o n e .

3 .  A  3 0  d a y  s h u t d o w n  o f  t h e  p i p e l i n e  w o u l d  h a v e  p e r m a n e n t  
e f f e c t s  o n  o u r  c r u d e  s u p p l y  a n d  t r a n s p o r t a t i o n  s y s t e m .  
A  l o s s  o f  1 . 8  m b d  f o r  a n y  l e n g t h  o f  t i m e  w o u l d  c a u s e  
m a j o r  s u p p l y  p r o b l e m s  o n  t h e  e n t i r e  U . S .  W e s t  C o a s t .  
T h e r e  w o u l d  b e  a  r e s u l t a n t  s c r a m b l e  f o r  c r u d e  o i l  a n d  
p r o d u c t s  i n  t h e  P a c i f i c  R i m .  T e s o r o ' s  a b i l i t y  t o  c o m ­
p e t e  f o r  t h e  r e m a i n i n g  a v a i l a b l e  s u p p l i e s  w o u l d  b e  a f ­
f e c t e d  b y  t h e  i n c r e a s i n g l y  d i f f i c u l t i e s  i n  g e t t i n g  
s h i p p e r s  t o  o p e r a t e  i n  A l a s k a .  T h e  u l t i m a t e  e f f e c t  e x ­
p e c t e d  i s  t h a t  w e  w o u l d  h a v e  t o  p a y  h i g h e r  t h a n  m a r k e t  
p r i c e s  t o  c o v e r  o u r  n e e d s .

4 .  T h e r e  w o u l d  b e  a  r e d u c t i o n  o f  g a s o l i n e  i n  e x c e s s  o f
4 0 0 , 0 0 0  b b l s ;  5 0 0 , 0 0 0  b b l s  o f  j e t  f u e l ;  2 0 0 , 0 0 0  b b l s  o f
d i e s e l  a n d  t w o  c o m p l e t e  c a r g o s  o f  f u e l  o i l  e x p o r t s  t o  

t h e  F a r  E a s t .

5 .  I f  t h e  i n t e r r u p t i o n  o c c u r r e d  i n  t h e  w i n t e r  t h e r e  c o u l d
b e  h i g h  c o s t s  a s s o c i a t e d  w i t h  f r e e z e  p r o t e c t i o n  a s  w e l l
a s  i n c r e a s e d  h a z a r d s  i n  s t a r t i n g  t h e  r e f i n e r y  a f t e r  
s u p p l i e s  a r e  r e e s t a b l i s h e d .

C O N C L U S I O N

T h e  s t a t e w i d e  p e t r o l e u m  p r o d u c t  s h o r t a g e s  w o u l d  h a v e  a  m a j o r  
n e g a t i v e  i m p a c t  o n  A l a s k a ' s  e c o n o m y  i n  g e n e r a l  a n d  w o u l d  e s p e ­
c i a l l y  h i t  t h e :  a i r  t r a n s p o r t a t i o n  m a r k e t  h a r d .  T e s o r o  w o u l d  b e  
f a c e d  w i t h  t h e  p o t e n t i a l  o f  a  v a s t  i n c r e a s e  i n  o p e r a t i n g  c o s t s  
t h a t  w o u l d  i n  n o  w a y  b e  o f f s e t  b y  r e v e n u e s .  I t  s h o u l d  b e  n o t e d  
t h a t  T e s o r o ' s  i n t e r r u p t i o n  c o u l d  a l s o  i m p a c t  t h e  r e t a i l  

a v a i l a b i l i t y  o f  g a s o l i n e  t h r u o u t  t h e  s t a t e  a t  T e s o r o ,  7 - 1 1 ,  a n d  
s e v e r a l  o f  t h e  o t h e r  m a j o r  r e t a i l e r s  i n  A l a s k a .
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September 13, 1990

The Honorable Bettye Fahrenkamp 
Alaska State Senate 
119 N. Cushman St., Suite 201 
Fairbanks, Alaska 99702

Dear Senator Fahrenkamp:

The enclosed narrative was prepared for your hearing scheduled 
September 20th. Chuck Logsdon, senior petroleum economist, will also be 
available to address any technical questions you, other committee members 
or staff may have.

Sincerely,

Well
Assistant Commissioner

RW/sp

Enclosure
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D E P A R T M E N T  O F  R E V E N U E  CO M M ENTS C O N C E R N I N G  O I L  P R O D U C T I O N — R E V E N U E  

C O N S E Q U E N C E S  O F  D I S R U P T I O N  A N D  M O N I T O R I N G  A D E Q U A C Y

M s r . u p . t i j m

F r o m  t i m e  t o  t i m e  t h e r e  h a v e  b e e n  d i s r u p t i o n s  I n  p r o d u c t i o n  f l o w  
t h r o u g h  t h e  p i p e l i n e .  T h e  c a u s e s  a r e  v a r i e d ;  s c h e d u l e d  o r  u n s c h e d u l e d  
m a i n t e n a n c e ,  t h e  g r o u n d i n g  o f  t h e .  E X X O N  V A L D E Z ,  r e g u l a t o r y  d i s p u t e s  o v e r  
a i r  q u a l i t y  a n d  t h e  I n v a s i o n  o f  P a n a m a .  B e c a u s e  o i l  p r o d u c t i o n  f r o m  t h e  
N o r t h  S l o p e  I s  I n  d e c l i n e  d u e  t o  t h e  d e c l i n e  I n  t h e  m a m m o th  P r u d h o e  B a y  
f i e l d ,  t h e s e  d i s r u p t i o n s  c a n n o t  b e  m a d e  u p  q u i c k l y .  A s  a  r e s u l t ,  a n y  
d i s r u p t i o n  1 n  t h e  f l o w  o f  o i l  d o w n  t h e  p i p e l i n e  h a s  n e g a t i v e  I m p a c t s  o n  
t h e  a m o u n t  o f  A N S  m o v e d  t o  m a r k e t  a n d  t h e r e f o r e  r e d u c e s  S t a t e  r e v e n u e s .  
A s s u m i n g  p r o d u c t i o n  o f  1 . 8  m i l l i o n  b b l / d a y  a n d  $ 1 5 / b b l  w e l l h e a d  v a l u e ,  
t o t a l  d i s r u p t i o n s  1 n  p i p e l i n e  t h r o u g h p u t  w o u l d  c o s t  t h e  S t a t e  $ 6 . 7 5  
m i l l i o n  p e r  d a y ,  $ 4 7 . 2 5  m i l l i o n  p e r  w e e k ,  o r  $ 2 0 5 . 9  m i l l i o n  p e r  m o n t h .

T h i s  n e g a t i v e  I m p a c t  d o e s  n o t  i n c l u d e  t h e  I n d i r e c t  I m p a c t  o f  
p r o d u c t i o n  d i s r u p t i o n  o n  t h e  T A P S  p i p e l i n e  t a r i f f .  T h e  f e w e r  t h e  n u m b e r  
o f  b a r r e l s  t h a t  f l o w  t h r o u g h  t h e  p i p e l i n e ,  t h e  l a r g e r  t h e  c o s t  p e r  b a r r e l  
t o  s h i p  t h e  o i l  f r o m  t h e  N o r t h  S l o p e  t o  V a l d e z .  B e c a u s e  t h e  t a x p a y e r  c a n  
d e d u c t  t h e  c o s t  o f  p i p e l i n e  t r a n s p o r t a t i o n  t o  a r r i v e  a t  t h e  w e l l h e a d  
v a l u e ,  t h i s  r e d u c e s  t h e  p r o d u c t i o n  t a x  a n d  t h e  S t a t e ' s  r o y a l t y  v a l u e .  I t  
1 s  e s t i m a t e d  t h a t  t h e  1 9 8 9  d i s r u p t i o n  1 n  o u t p u t  c a u s e d  b y  t h e  E X X O N  
V A L D E Z  a c c i d e n t  p l u s  u n e x p e c t e d  a d v e r s e  s u m m e r  o p e r a t i n g  c o n d i t i o n s  a d d e d  
n e a r l y  $ . 2 0 / b b 1 t o  t h e  c o s t  o f  s h i p p i n g  o i l  o f f  t h e  N o r t h  S l o p e  1 n  1 9 9 0  
s i n c e  A l y e s k a  i s  a l l o w e d  t o  c a p t u r e  t h e  I n c r e a s e d  c o s t  a g a i n s t  b a r r e l s  
s h i p p e d  i n  t h e  f o l l o w i n g  y e a r .

M o n i t o r i n g

T h e  D e p a r t m e n t  o f  R e v e n u e  r e c o n c i l e s  t h e  r e p o r t e d  a m o u n t  o f  t a x a b l e  
o i l  p r o d u c t i o n  w i t h  t h e  p r o d u c t i o n  a l l o c a t i o n  r e p o r t s  u s e d  b y  t h e  o i l  
f i e l d  o p e r a t o r s  t o  a l l o c a t e  p r o d u c t i o n  a m o n g  w o r k i n g  I n t e r e s t  o w n e r s .  
T h e s e  p r o d u c t i o n  a m o u n t s  a r e  a l s o  c o m p a r e d  w i t h  t h e  p r o d u c t i o n  r e p o r t e d  
b y  t h e  o i l  f i e l d  o p e r a t o r s  t o  t h e  A l a s k a  O i l  a n d  G a s  C o n s e r v a t i o n  
C o m m i s s i o n  ( F o r m  1 0 - 4 0 5 ) .  T h i s  r e c o n c i l i a t i o n  o c c u r s  a s  t h e  p r o d u c t i o n  
t a x  I s  r e c e i v e d  o n  a  m o n t h l y  b a s i s .  T h e  t a x  1 s  d u e  o n e  m o n t h  a f t e r  t h e  
m o n t h  1 n  w h i c h  t h e  o i l  1 s  p r o d u c e d  s o  t h e  D e p a r t m e n t  h a s  c u r r e n t  
I n f o r m a t i o n  o n  o i l  p r o d u c t i o n  o n  a  o n e  m o n t h  l a g g e d  b a s i s .

I n  c o n t r a s t ,  t h e  o i l  a n d  g a s  c o r p o r a t e  i n c o m e  t a x  ( e x t r a c t i o n  f a c t o r )  
1 s  r e c o n c i l e d  t o  p r o d u c t i o n  s t a t i s t i c s  o n  a n  a n n u a l  b a s i s .  T h e  
p r o d u c t i o n  s o u r c e  d a t a ,  h o w e v e r ,  1 s  t h e  s a m e .

B o t h  a u d i t  d i v i s i o n s  c a n ,  a n d  o f t e n  d o  s u p p l e m e n t  t h e  a b o v e  d a t a  w i t h  
c u r r e n t  o i l  p r o d u c t i o n  I n f o r m a t i o n  h e l d  b y  t h e  D e p a r t m e n t  o f  N a t u r a l  
R e s o u r c e s  D i v i s i o n  o f  O i l  a n d  G a s .



A l a s k a  N o r t h  S l o p e  

O i l  P r o d u c t i o n

M i l l i o n s  o f  B a r r e l s / d a y

1 . 6  
Jan 88 J a n  8 9  J u l

Month /  Yr
Jan 90
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Expected and Historical Crude Oil Prices 
For Alaska North Slope Crude and OPEC Marker 

In 1989 constant $/barrel

Low Scenario Mid Scenario High Scenario

Fiscal
Year

Saudi Lt 
Ras Tanura

ANS at 
Wellliead

Saudi Lt 
Ras Tanura

ANS at 
Wellliead

Saudi Lt 
Ras Tanura

ANS;
Wclllu

1990 16.18 11.80 16.33 12.15 16.37 12.46
1991 15.35 10.90 16.95 12.83 . • 17.95 14.54
1992 14.91 11.26 17.08 13.78 17.93 15.24
1993 14.49 11.04 17.19 13.95 18.26 16.05
1994 14.37 11.13 17.34 14.29 18.48 16.61
1995 14.26 11.06 17.49 14.41 18.69 17.03
1996 14.18 11.21 17.68 14.75 18.98 17.68
1997 14.10 11.41 17.85 15.17 19.28 18.37
1998 14.03 11.44 18.02 15.44 19.57 18.84
1999 13.96 11.35 18.20 15.63 19.88 19.27
2000 13.87 11.07 18.38 15.46 20.19 19.33
2001 13.83 10.83 18.53 15.45 20.50 19.49
2002 13.72 10.51 18.58 15.42 20.81 19.78
2003 13.61 10.16 18.63 15.42 21.12 20.07
2004 13.50 9.71 18.68 15.44 21.45 20.39
2005 13.38 9.11 18.73 15.50 21.77 20.80
2006 13.27 8.15 18.78 15.55 22.10 21.15
2007 13.16 6.40 18.83 15.53 22.44 21.51
2008 13.06 3.61 18.88 15.51 22.78 21.85
2009 12.95 4.19 18.93 15.47 23.13 22.25
2010 12.84 4.50 18.97 15.38 23.48 22.61

•  •  •



Simulated Oil Production 
(Millions of barrels/day) 

Low Scenario

I’mdhoc NGL’s Kuparuk
Milne
Point EndlcoltLlsburnc

West
Sak

North
Star

Pt
Nlnkuk Mclntrje

Total
ANS

Cook
Inlet

Total
Alaska

1989 1.48 0.06 0.30 0.00 0.10 0.04 0.00 0.00 0.00 0.00 1.97 0.00 1.97

1990 1.32 0.04 0.29 0.02 0.10 0.04 0.00 0.00 0.00 0.00 1.80 0.00 1.80

1991 1.17 0.04 0.26 0.03 0.10 0.04 0.00 0.00 0.00 0.00 1.63 0.00 1.63

1992 1.07 0.04 0.24 0.03 0.09 0.04 0.00 0.00 0.00 0.00 1.49 0.00 1.49

1993 0.98 0.03 0.22 0.03 0.07 0.04 0.00 0.00 0.00 0.00 136 0.00 136

1994 0.95 0.03 0.18 0.02 0.06 0.03 0.00 0.00 0.02 0.05 134 0.00 134

1995 0.85 0.03 0.15 0.02 0.06 0.03 0.00 0.00 0.02 0.05 1.20 0.00 1.20

1996 0.76 0.03 0.13 0.02 0.05 0.03 0.00 0.00 0.02 0.05 1.07 0.00 1.07

1997 0.64 0.03 0.11 0.01 0.05 0.03 0.00 0.00 0.02 0.05 0.93 0.00 0.93

1998 0.54 0.02 0.10 0.01 0.04 0.02 0.00 0.00 0.02 0.04 0.79 0.00 0.79

1999 0.46 0.01 0.08 0.01 0.04 0.02 0.00 0.00 0.02 0.04 0.67 0.00 0.67

2000 0.38 0.01 0.07 0.00 0.04 0.02 0.00 0.00 0.02 0.0-1 0.56 0.00 0.56

2001 032 0.01 0.06 0.00 0.03 0.02 0.00 0.00 0.01 0.04 0.48 0.00 0.48

2002 0.28 0.01 0.05 0.00 0.03 0.01 0.00 0.00 0.01 0.03 0.42 0.00 0.42

2003 0.24 0.01 0.04 0.00 0.03 0.01 0.00 0.00 0.01 0.03 036 0.00 036

2004 0.20 0.01 0.04 0.00 0.02 0.01 0.00 0.00 0.01 0.03 031 0.00 031

2005 0.16 0.01 0.03 0.00 0.02 0.01 0.00 0.00 0.01 0.03 0.26 0.00 0.26

2006 0.12 0.00 0.03 0.00 0.02 0.01 0.00 0.00 0.01 0.02 0.20 0.00 0.20

2007 0.03 0.00 0.02 0.00 0.02 0.00 0.00 0.00 0.00 0.02 0.15 0.00 0.15

2008 0.04 0.00 0.02 0.00 0.01 0.00 0.00 0.00 0.00 0.02 0.10 0.00 0.10

2009 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.02 0.02 0.00 0.02

2010 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.02 0.02 0.00 0.02



S i m u l a t e d  O i l  P r o d u c t i o n  
( M i l l i o n s  o f  b a r r e l s / d a y )  

M i d  S c e n a r i o

Prudhoe NGL’s Kuparuk
MUne
Point EndlcottLlsburnc

West
Sak

North
Star

Pt
Nlnkuk Mclntryc

Total
ANS

Cook
Inlet

Total
Alaska

1989 l.dR fi Ait 0.30 0.00 0.10 0.04 0.00 0.00 0.00 0.00 1.97 0.000 1.969

1990 133 0.05 0.4? 0.02 0.10 0.04 0.00 0.00 0.00 0.00 1.83 0.041 1.873

1991 1.22 0.05 0.27 oJ3 0.11 0.04 0.00 0.00 0.00 0.00 1.71 0.037 1.750

1992 1.11 0.04 0.25 0.03 0.11 0.04 0.00 0.00 0.00 0.00 1.57 0.034 1.607

1993 1.06 0.04 0.22 0.03 0.09 0.04 0.01 0.00 0.00 0.00 1.48 0.030 1.512

1994 0.97 0.03 0.19 0.03 0.08 0.04 0.01 0.00 0.02 0.06 1.42 0.027 1.447

199S 0.89 0.03 0.16 0.02 0.07 0.03 0.02 0.00 0.02 0.06 1.31 0.024 1.330

1996 0.82 0.02 0.14 0.02 0.07 0.03 0.02 0.00 0.02 0.06 1.20 0.022 1.221

1997 0.73 0.02 0.12 0.02 0.07 0.03 0.02 0.00 0.02 0.06 1.08 0.020 1.104

1998 0.67 0.02 0.10 0.01 0.07 0.03 0.04 0.00 0.02 0.06 1.00 0.018 1.022

1999 0.62 0.02 0.09 0.01 0.06 0.02 0.04 0.00 0.02 0.05 0.92 0.016 0.935

2000 0.56 0.01 0.07 0.01 0.05 0.02 0.06 0.05 0.02 0.05 0.90 0.014 0.911

2001 0.52 0.01 0.06 0.00 0.05 0.02 0.06 0.06 0.02 0.04 0.83 0.013 0.842

2002 0.45 0.01 0.05 0.00 0.04 0.02 0.08 0.06 0.02 0.04 0.76 0.012 0.774

2003 0.40 0.01 0.04 0.00 0.04 0.01 0.08 0.06 0.01 0.03 0.69 0.012 0.706

2004 0.36 0.01 0.04 0.00 0.03 0.01 0.11 0.05 0.01 0.03 0.65 0.009 0.663

2005 033 0.01 0.03 0.00 0.03 0.01 0.10 0.04 0.01 0.03 0.59 0.009 0.603

2006 0.29 0.01 0.03 0.00 0.03 0.01 0.15 0.03 0.01 0.03 0.58 0.008 0.588

2007 0.25 0.00 0.02 0.00 0.02 0.01 0.15 0.03 0.01 0.02 0.52 0.007 0.528

2008 0.21 0.00 0.02 0.00 0.02 0.01 0.15 0.03 0.01 0.02 0.47 0.006 0.478

2009 0.19 0.00 0.02 0.00 0.02 0.01 0.15 0.02 0.01 0.02 0.43 0.006 0.437

2010 0.16 0.00 0.01 0.00 0.01 0.01 0.14 0.02 0.00 0.02 0.38 0.005 0.388
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Simulated Oil Production 
(Millions of barrels/day)

High Scenario

Prudhoe NUL’s Kuparuk
Milne
Point EndlcottLlsburnc

West
Sak

North
Star

Pt
Nlakuk Mclntrye

Total
ANS

Cook
Inlet

Total
Alaska

1989 1.48 0.06 0.30 0.00 0.10 0.04 0.00 0.00 0.00 0.00 1.97 0.000 1.969
1990 1.34 0.05 0.30 0.02 0.11 0.04 0.00 0.00 0.00 0.00 1.87 0.041 1.908
1991 1.25 0.06 0.31 0.03 0.13 0.04 0.00 0.00 0.00 0.00 1.81 0.037 1.851
1992 1.15 0.06 0.30 0.04 0.12 0.04 0.00 0.00 0.00 0.00 1.70 0.034 1.732
1993 1.10 0.05 0.27 0.04 0.10 0.04 0.01 0.00 0.00 0.00 1.61 0.030 1.635
1994 1.06 0.05 0.23 0.03 0.09 0.04 0.01 0.00 0.03 0.14 1.67 0.027 1.701
1995 0.96 0.05 0.20 0.02 0.09 0.04 0.03 0.00 0.03 0.14 1.55 0.024 1.575
1996 0.89 0.04 0.17 0.02 0.08 0.04 0.04 0.00 0.03 0.14 1.45 0.022 1.474
1997 0.88 0.04 0.17 0.02 0.10 0.04 0.05 0.00 0.03 0.14 1.46 0.020 1.482
1998 0.79 0.04 0.15 0.02 0.09 0.03 0.07 0.00 0.02 0.12 1.33 0.018 1.346
1999 0.73 0.02 0.13 0.01 0.08 0.03 0.08 0.00 0.02 0.11 1.20 0.016 1.220
2000 0.66 0.02 0.11 0.01 0.07 0.03 0.09 0.08 0.02 0.10 1.19 0.014 1.199
2001 0.61 0.01 0.09 0.01 0.07 0.02 0.08 0.12 0.02 0.08 1.13 0.013 1.142
2002 0.55 0.01 0.08 0.01 0.06 0.02 0.10 0.12 0.02 0.07 1.05 0.012 1.057
2003 0.50 0.01 0.07 0.00 0.06 0.02 0.10 0.12 0.02 0.07 0.95 0.012 0.965
2004 0.44 0.01 0.06 0.00 0.05 0.02 0.12 0.11 0.01 0.06 0.88 0.009 0.892
2005 0.41 0.01 0.05 0.00 0.04 0.02 0.12 0.09 0.01 0.05 0.80 0.009 0.806
2006 0.36 0.01 0.05 0.00 0.04 0.02 0.17 0.08 0.01 0.04 0.77 0.008 0.779
2007 0.31 0.01 0.04 0.00 0.03 0.01 0.17 0.06 0.01 0.04 0.67 0.007 0.681
2008 0.26 0.01 0.04 0.00 0.03 0.01 0.17 0.05 0.00 0.03 0.61 0.006 0.614
2009 0.24 0.01 0.03 0.00 0.02 0.01 0.17 0.04 0.00 0.03 0.56 0.006 0.564
2010 0.22 0.01 0.03 0.00 0.02 0.01 0.21 0.04 0.00 0.03 0.55 0.005 0.551
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SHORT TERM SHUTDOWNS

ALYESKA WANTS D .E .C . WANTS D .N .R , WANTS O .P .S . WANTS

D .E .C . OPPOSES D .N .R . OPPOSES

A ly e s k a  f r e e  t o  s h u t down on 
a te m p o ra r y  b a s is  u n d e r s t a t e  
la w .

O .P .S . OPPOSES

A ly e s k a  f r e e  t o  s h u t 
down u n d e r f e d e r a l la w  
u n t i l  s u c h  t im e  a s a 
s h u td o w n  becom es a b a n ­
d o nm en t o f  s e r v i c e s

B a s is : U n la w f u l d i s ­
c h a r g e  o f  " o i l "  on la n d s  
o f  s t a t e

M ea n s :
— i n j u n c t i v e  r e l i e f

B a s is : n o n c o m p lia n c e
w i t h  s t i p u l a t i o n s  
a t t a c h e d  t o  R .O .W . 
le a s e  o r  R .O .W . 
s t a t u t e

M ea n s :
— h e a r in g  on re v o c a ­
t i o n  o r  s u s p e n s io n  
— s u s p e n s io n  b e fo r e  
h e a r in g  i n  an em e rg e n c y

B a s is : sa a e as D .N .R . 
and when t h e r e  a r e  
h a r z a r d o u s  s a f e t y  c o n ­
d i t i o n s

M ea n s :
— same a s D .N .R .
— ce a a e and d e s i s t  orcfer 
f o r  h a z a rd o u s  s a f u t y  
c o n d i t i o n s

LONG TERM SHUTDOWNS

A ly e s k a  may n o t "a b a n d o n " 
o r  p e rm a n e n t ly  d i s c o n t i n u e "  
u s e  w i t h o u t  APUC a p p r o v a l 
b a se d u p o n a f i n d i n g  t h a t  
c o n t in u e d  s e r v i c e  i s  n o t 
r e q u i r e d  b y  th e  p u b l i c  c o n ­
v e n ie n c e  and n e c e s s i t y .

May be b a s is  t o  p r e v e n t u n d e r 
b o th  s t a t e  and f e d e r a l R .O .W . 
le a s e s

M e a n s :
— i n j u n c t i v e  r e l i e f  f o r  v i o l a t i o n  o f  APUC 

n o t i f i c a t i o n ;  ROW le a s e s
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S U B J E C T :

W I T N E S S E S

S E N A T E  R E S O U R C E S  C O M M I T T E E  

A N D
S E N A T E  S P E C I A L  C O M M I T T E E  O N  O I L  A N D  G A S

J O I N T  H E A R I N G

S E P T E M B E R  2 0 ,  1 9 9 0  

9 A M  T O  4 P M

N O E L  W I E N  L I B R A R Y ,  F A I R B A N K S

P A R T  I I

" M E A S U R I N G  P I P E L I N E  T H R O U G H P U T  F O R  T H E  P U R P O S E  O F  

D E T E R M I N I N G  R E V E N U E . "

S C H E D U L E D :  J A M E S  E A S O N ,  D I R E C T O R ,  D I V I S I O N  O F  O I L  &

G A S ,  A L A S K A  D E P A R T M E N T  O F  N A T U R A L

R E S O U R C E S

B L A I R  W O N D Z E L L  P . E . ,  S E N I O R  P E T R O L E U M  

E N G I N E E R ,  A L A S K A  O I L  A N D  G A S  C O N S E R V A T I O N

C O M M I S S I O N

T O M  C H A P M A N ,  P E T R O L E U M  M E A S U R M E N T  A N D  

C U S T O D Y  T R A N S F E R  T E C H N I C A L  E X P E R T .



D i s c u s s i o n  N o t e s  o f

J a m e s  E .  E a s o n ,  D i r e c t o r  

D i v i s i o n  o f  O i l  a n d  G a s  

A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

B e f o r e  t h e  

S e n a t e  R e s o u r c e s  C o m m i t t e e  

a n d

S e n a t e  S p e c i a l  C o m m i t t e e  o n  O i l  a n d  G a s

S e p t e m b e r  2 0 ,  1 9 9 0

A r e  P r e s e n t  M e t h o d s  o f  M e a s u r i n g  T h r o u g h p u t  f o r  t h e  

P u r p o s e  o f  D e t e r m i n i n g  R e v e n u e  A d e q u a t e ?

( A f t e r n o o n  S e s s i o n )



The discusvsion of metering and volume accounting can be divided into 
three principal categories. First, are the meters and other hardware of 
acceptable quality? In a purely technical sense, can they do the job? 
Second, assuming that the meters are up to the job, are they maintained, 
monitored, calibrated and used in a correct fashion? Are the numbers 
properly collected and reported? Third and last, does the state 
understand and interpret the reported numbers in a correct fashion? Do 
AOGCC, DNR and DOR really understand the reports?

Are the meters and hardware up to job? While I have not personally 
reviewed the specifications of the meters used on the North Slope, I 
have no reason to believe that the best available equipment was not 
used. There was (and still is) too much at stake not to start with the 
best available equipment. The diverse ownership interests in the various 
fields and various pipelines on the North Slope result in a self-policing 
system in this regard. As a reminder, though, a meter that is designed 
to be accurate within one tenth of one percent should not be expected 
to be any more accurate than that design standard.

Are the meters being properly maintained and calibrated? Again, there 
is self policing in this regard, as well as regular monitoring by the 
AOGCC. The lease owners, purchasers, shippers, pipeline owners and 
the state are all interested in maintaining the integrity of the system. 
Too many parties use the metering results to allow any room for 
discrepancy. AOGCC is responsible for monitoring and surveillance of 
the metering on the state’s behalf. I have no reason to believe that both 
the pipeline companies and the AOGCC are not doing a good job.

Does the state understand and audit the volume and metering reports 
that are filed each month? I can only speak to the reports that DNR 
receives in conjunction with its royalty accounting functions and those 
reports that are filed with the AOGCC that we in DNR also use. I have



every belief that AOGCC understands the reports that it receives and 
which we also review. We understand the volume and metering reports 
that are filed with the Division in conjunction with the monthly royalty 
reports. When questions arise, we consult with AOGCC and the 
producers to reconcile the specific concern. Extensive research 
conducted in association with the ongoing Amerada Hess royalty 
litigation has confirmed that there is not a volume accounting problem 
with respect to royalty oil. There are no orphan barrels, lost barrels or 
pirated barrels.

The respective AOGCC, DNR and DOR monthly volume numbers need 
not and will not be the same. Each agency has different standards and 
policies it uses to perform its functions. The AOGCC statutes and 
regulations, the DNR lease and the DOR statutes and regulations do not 
read the same. All parties involved should agree on the volume of 
material that comes out of the ground each month-although even there, 
there is a disagreement over whether to label certain liquids oil or gas. 
All parties can also agree on the volume number that each meter reads 
at the end of a day or a month. However, each agency follows its own 
path with respect to its own volume accounting in between the meter and 
the wellhead, and with respect to any adjustments that are made to the 
meter readings.

There are valid reasons why different volume numbers are reported to 
the different agencies. The produced volume, the volume subject to 
royalty and the volume subject to tax are not the same volume. AOGCC 
is concerned with a gross volume while DNR is interested in the net 
volume subject to royalty. Listed below are a few of the reasons why the 
"produced” volume figures for each of the agencies will not be the same.

a) One agency may label the fluid oil while a second agency may 
label the same fluid gas. A third agency may label the same fluid



NGLs. In this instance, the three agencies’ net oil figure for the 
month will not be the same.

Fuel use in the field is also treated differently by the agencies. 
DNR allows free fuel use for lease operations~no royalty is due on 
those hydrocarbons and they are not included in the totals for 
royalty obligations. AOGCC on the other hand has to include fuel 
use in its reservoir voidage figures since it represe nts produced 
(but not royalty reportable) hydrocarbons.

Each agency uses its own labels and names for the fluids produced 
and reported in the fields. NGLs are a good example of this 
difference. The NGL totals may show up in the oil, gas or NGL 
column depending on the company, the agency and the reporting 
year. Just because the labels are different does not mean that one 
or the other is wrong.

The crude oil topping plant output is also treated differently by the 
agencies. A portion of the output is not royalty bearing, but 
AOGCC is certainly interested in accounting for all the fluid that 
leaves the plant in order to correctly calculate reservoir voidage.

Gas and liquids that are reinjected arc not subject to royalty, yet 
these fluids show up on the appropriate AOGCC reports. Fluid 
losses in the field are also accounted for differently by DNR and 
the AOGCC.

Each of the agencies has its own statutes, regulations and policies 
that it follows in accounting for oil and gas production. For 
royalty purposes, DNR also has to abide by the oil and gas lease 
contracts. Until all three agencies follow the exact same rules, the 
volume figures will always be different.



7 . The oil that leaves Pump Station #1 is metered and accounted for. 
Likewise, the oil that leaves and returns to TAPS at the GVEA 
connection is metered and accounted for. We do not believe that there 
is a metering or volume accounting problem. Extensive auditing and 
independent accounting done in conjunction with the Amerada Hess 
litigation have confirmed that the numbers do make sense. If we 
thought that there was a problem, we would be doing something about 
it.

8 . In order to be able to verify the reported figures, should the state install 
its own meters at Pump Station #1? The answer is obvious to me-NO. 
To do the job right we would have to install meters for each separate 
field and this would involve a lot of meters. It would take 16 separate 
LACT meters just to replicate the existing meter configuration at Pump 
Station #1. Having two meters at each field would be like having two 
watches on one arm. The numbers would never exactly match. 
Constantly checking and monitoring the accuracy of the existing meters 
is by far the better approach to proper volume accounting.

9. Metering and correct volume accounting are important issues, and we 
treat them seriously. The figures are desk audited every month. If there 
are problems identified, we take steps to correct them. There are 
provisions for more extensive audits to be performed for DNR by the 
Department of Revenue in conjunction with major royalty or net profit 
share lessee audits. Any problems identified during those audits can be 
addressed at that time.

10. Future commingling of production and shared production facilities will 
complicate the upstream accounting for oil and gas, but the meters at the 
point of tendering and che point of tendering itself will not change.

4
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11. For the most part, downstream of the point of tendering we are not 
concerned with metering. We are interested in the meters at the GVEA 
connection since return oil is measured at that point. We are also 
concerned with downstream losses if they affect royalty value.
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S T E V E  COWPER,  G O V E R N O R

3001 PORCUPINE DRIVE 
ANCHORAGE, ALASKA 99501-3192 
PHONE: (907) 279-1433

T e le co py No.

(907) 276-7542

SEP 1 S 1990

September 14, 1990

The Honorable Bettye Fahrenkamp 

The State Senate

Chair, Senate Resources Committee 

119 N Cushman St Ste 201 

Fairbanks, AK 99701

Dear Senator F a h r e n k a m p :

Enclosed is the testimony which I will summarize orally before 

the Senate Resources Hearing to be held in Fairbanks 
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WHY THE ALASKA OIL AND GAS CONSERVATION COMMISSION IS CONCERNED 
WITH OIL MEASUREMENT.
The Alaska Oil and Gas Conservation Commission (AOGCC) is  charged 
by statu te to protect correlative r ights and to prevent physical 
waste of hydrocarbons upstream of the sa les meter. Physical waste 
can occur from blowouts, failure of surface equipment, or poor 
reservoir management.
In th is  case, reservoir means the porous underground formation in 
which hydrocarbons have accumulated. Recovery of hydrocarbons from 
a reservoir (at f ie ld  depletion) may be 30-50% of the hydrocarbons 
in i t i a l l y  in place. The recovery i s  dependent on formation 
ch aracteristics  (permeability, homogeneity, fau ltin g , e t c . ) ;  f lu id  
properties (v isc o s ity ,  gas-o il r a t io ) ; and reservoir management.
Reservoir management consists , in part, of making decisions on such 
items as w ell spacing, completion techniques, production rates, 
in jection  f lu id  type and rates, in jection  w ell pattern, and produc­
tion of wells having high gas and/or water rates. An essen tia l  
part of reservoir management is  re la tin g  the reservoir volume of 
produced f lu id s  to injected flu ids to determine net reservoir  
voidage. This can be correlated to the increase or drop in 
reservoir pressure.
Produced f lu id s  consist of the water, o i l ,  and gas removed or 
produced from the reservoir, but measured at surface (standard) 
conditions. Alaska Statute 31.05.170(4) and regulation 20 AAC 
25.570(34) prescribe standard conditions as a pressure base of 
14.65 psia and a temperature base of 60°F. AS 31.05.030 Powers and 
duties of the. Commission. .. (d) (6) "may require gauging or other 
measurements of o i l  and gas to determine the quality and quantity 
of o i l  and gas produced."
The Commission needs to know the volume of o i l ,  gas, and water 
removed from and/or added to the reservoir in order to help ensure 
e f f ic ie n t  reservoir management. This data can be compiled from the 
summation of individual well gauges times the appropriate days 
between gauges, or from a f ie ld  master" gauge (iease measurement). 
The master gauge is  the Lease Automatic Custody Transfer meter 
(LACT), such as those located at Pump Station No. 1 (PS#1). By 
monitoring the meters at PS#1, we have accurate o i l  production 
figures to use for reservoir voidage ca lcu lations, and the 
Departments of Natural Resources and Revenue can use the figures  
for roylaty and revenue tax resp ective ly . Therefore, we choose to 
monitor the LACT meters to obtain produced o i l  volumes.
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S p e c if ic a l ly ,  we monitor the metering and o i l  quality testing  
equipment and procedures to ensure that they comply with the 
American Petroleum In s t i tu te 's  (API) Manual of Petroleum Measure­
ment Standards (MPMS). The metered volume of o i l  is  based on 
u t i l i z in g  the appropriate temperature and pressure correction  
factors in the correct equations, and the API gravity, sediment, 
and water content are obtained by properly conducted API certif ied  
methods. Our confirmation of LACT metering accuracy is  routinely  
furnished to the Department of Natural Resources, Division of Oil 
and Gas.

WHY THERE IS A NEED TO CONFIRM METERING ACCURACY.
Liquid meters pass f lu id  through a housing in which a rotating  
wheel e ither measures the amount of flu id  which passes through the 
housing (a p osit ive  displacement - -  PD --  m eter); or i t  measures 
the v e lo c ity  of f lu id  passing through a conduit of known cross- 
section a l area (a turbine meter). Gas volumes are frequently 
measured by passing the gas through an o r if ic e  (in an o r if ice  
meter) which represents a s ign ifican t reduction in the internal 
cross-section a l area of the meter run; the drop in pressure can be 
related  to flow rate and thence volume.
AOGCC representatives witness the examination and calibration of 
the gas meters; however, most of our e ffo r ts  are directed toward 
the liquid  meters.
Liquid meters are rotating devices with movable parts which are 
designed to measure liqu ids of various sp ec if ic  gravities  at 
various temperatures and pressures. To correct the meter reading 
for inaccuracies in the meter, slippage due to f lu id  v isc o s ity ,  and 
e f fe c ts  of temperature and pressure, i t  i s  necessary to compare
metered volume to an actual volume. This comparison is  done with a
meter prover to resu lt  in a meter factor which is  the ratio  of 
actual volume to metered volume.
In Alaska (with minor exceptions), a l l  meter provers are "U"-shaped 
"pipe" provers - -  a section  of pipe fabricated in the shape of a 
"U" which varies from 4" O.D. at Amoco' s East Foreland f a c i l i t i e s  
to 24" O.D. at Alyeska's PS#1 at Prudhoe Bay. Please see Figure 1,
page 3. These provers are equipped with a sphere which can move
end-to-end in the prover. In the process, the sphere trips micro 
switches which start and stop a counter connected to the operating 
meter. The known volume between the switches is  compared to the 
metered volume to obtain a meter (correction) factor which, when 
m ultiplied by the metered volume, resu lts  in an actual volume.
The volume of the prover between the switches i s  determined by a 
procedure described as "water drawing the prover". The inside of 
the prover is  carefu lly  cleaned and f i l l e d  with water. The water 
is  removed (drawn) from the prover as the sphere travels between 
the two micro switches; the water i s  caught and measured in vesse ls
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having volumes c e r t if ied  by the U.S. Bureau of Standards. The 
volume of the sh e lls  of the prover and of te s t  vesse ls  and the 
volume of flu id  (in  this case water) contained in the prover and 
te s t  v e sse ls ,  are corrected for temperature and pressure. Typical 
calculations and AOGCC checks are shown in APPENDIX I , Alyeska 
Pipeline C ertificate  of Volume, C ertificate  No. 12, Date 04-19-88, 
Valdez Terminal - Master Prover.
Normally three runs are made, and three volumes obtained. The 
f i r s t  two runs must be repeatable to within 0.02% (API MPMS 
4 .2 .6 .1 9 ) .  The third run should be at a d ifferent rate, usually  
20% higher or lower to check for te s t  system bias (leaks). The 
Commission regulation, 20 AAC 25 .230(e)(1), requires that "water 
drawing of provers u t il iz ed  for c e r t if ic a t io n  of custody transfer  
meters" must be consistant with API's "Manual of Petroleum Measure­
ment Standards."
Once a c er t if ied  volume of the prover has been obtained, the prover 
can be used to prove meters; i . e . ,  determine the meter factor which 
i s  the correction factor by which the metered volume is  multiplied  
to obtain the corrected volume at standard conditions, that i s ,  
adjusted for temperature and pressure. The meter factor is  
obtained by correcting the base prover volume for temperature and 
pressure e ffec ts  on the sh e ll  of the prover and on the flu id  in the 
prover, divided by the meter reading obtained, corrected for 
temperature and pressure of the f lu id ,  while the sphere in the 
prover was traveling between the switches. The meter factors are 
normally near one when correcting metered volumes which are 
expressed in barrels. (In APPENDIX II , the meter factors obtained 
are 1.0039, 1.0036 and 1.0034.)
In Alaska, o i l  at low volume in s ta lla t io n s  (Cook In let f ie ld s )  i s  
measured by p osit ive  displacement meters. At high volume in s t a l ­
la tions such as the North Slope, i t  i s  measured by turbine meters. 
The meters are proved at lea s t  once a day at PS#1; several times a 
week at Kuparuk and Endicott; weekly at Milne Point; and once a 
month at Swanson River and the Cook In let  onshore locations at 
Granite Point, West Foreland, and East Foreland.
The Commission witnesses meter provings at a l l  LACT locations that 
meter o i l  subject to state royalty and severance tax. We try to 
v i s i t  high volume f a c i l i t i e s  such as PS#1 every month, versus every 
quarter for Cook In let f a c i l i t i e s .  Copies of f ie ld  inspection  
reports of metering f a c i l i t i e s  and the daily PS#1 throughput 
reports for the Prudhoe Oil Pool are sent to Ed Park of DNR's 
Royalty Audit Section. On a monthly basis, I check the meter 
factor calculations and LACT volumes for one day for a l l  LACT 
meters at a l l  North Slope f ie ld s ,  and on a quarterly basis for the 
Cook In let area f ie ld s .
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Meter factors are obtained by dividing the corrected prover volume 
by the corrected meter volume. The prover volume is  obtained by 
water-drawing the prover into c e r t if ied  containers. Those used by 
Alyeska in Alaska are of 225 gallons, f ive  gallons, and one gallon  
capacity (other sizes are probably a v a ila b le ) .
The big 24" diameter Prudhoe Oil Pool prover at PS/1 has a capacity 
of 150 barrels (actually 149.80676 barrels). To water-draw that 
prover with Alyeska's c e r t if ie d  vesse ls  would require 27 f i l l in g s  
of the 225-gallon vessel, 43 f i l l in g s  in the five-ga llon  vesse l,  
and three f i l l in g s  in the one-gallon vesse l.  Because of the large 
number of f i l l in g s ,  the p o s s ib i l i ty  of mistakes increases. Because 
of the long time involved to water-draw the prover, fluctuation  
affectin g  the shells of the vesse ls  and the volume of flu id s  would 
contribute to inaccuracies.
Additionally, a prerequisite for a water draw is  that the inside of 
the prover be absolutely clean. This i s  especially  d i f f i c u l t  with 
the large volume provers.
Alyeska used a master prover as an alternate to water-drawing their  
big provers.
Each year Alyeska moves th e ir  11-barrel portable prover and a large 
tank of water to the East Metering building at the Valdez terminal. 
The meter and water are moved into the building a few days before 
the water draw so that the temperatures of the prover and the water 
can s ta b il iz e .  Representatives from the owner companies and the 
AOGCC are invited to witness the water draw. Either two or three 
runs are made, depending on the repeatability  with the previous 
" offic ia l"  volume. I f  a new o f f ic ia l  volume is  obtained, three 
runs are made --  two at a high rate and one at a low rate to ensure 
there i s  no bias, such as leaks.
The portable prover is  trailer-mounted. Annually, after  the water 
draw at Valdez, i t  is  moved to PS//1 and placed inside the metering 
building. I t  is  hooked up so that warm crude o i l  flows through the 
prover to s ta b ilize  the prover temperature. The particular crude 
o i l  (Prudhoe Oil Pool, Lisburne, e tc .)  is  that which normally flows 
through the prover to be c e r t if ie d .
The volume of the portable prover i s  a nominal 11 barrels; the 
Prudhoe Oil Pool prover i s  150 barrels. The portable prover can 
not d irectly  prove or c e r t ify  the volume of the 150-barrel prover. 
However, mounted on the portable prover skid i s  a 4" A.O. Smith 
P.D. (positive displacement) meter which is  used as a master meter.
The portable prover is  used to obtain a meter factor for the master 
meter, appropriately corrected for temperature and pressue. The 
master meter is  then used to determine (cer tify )  the volume of the 
large prover.

METER FACTORS FOR NORTH SLOPE O IL  FIE LD S

-  5 -
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The volumes and calcu lations, including our checks, for th is type 
of c e r t if ic a t io n  are shown in APPENDIX I I , Alyeska Pipeline,  
C ertif ica te  of Volume, C ertificate No. T7, Pump Station No. 1-24". 
During these operations and the pre-operation warm-up period, the 
f lu id  flowing through the portable prover is  the same as the f lu id  
flowing through the prover which is  to be cert if ied ;  th is ensures 
both are at similar temperatures, and there i s  no difference in 
f lu id  v isc o s ity  or vapor pressure.
To obtain corrected meter volumes at PS#1, and the other North 
Slope LACT in s ta lla t io n s ,  the necessary sequence is  as follows:

1. Calibrated v esse ls ,  225, 5, and 1 gallon volumes are 
c er t if ied  by the U.S. Department of Commerce, National 
Bureau of Standards.

2. The volume of Alyeska's portable prover is  c e r t if ied  
by a water draw.

3. The portable prover is  tra ilered  north and placed in 
the PS//1 metering building; i t  i s  hooked up so the 
appropriate crude oil flows through, the prover.

4. The 4" A.O. Smith PD master meter correction factor is  
obtained by u t i l iz in g  the portable ••'rover.

5. The volume of the large (operational) prover is  
determined by using the master meter.

6. The meter (correction) factor for a particular LACT 
meter (lease  sales) is  obtained by proving with the 
operational prover.

7. The LACT meter readings are corrected by applying the 
meter factor and the appropriate pressure and temperature 
correction factors. See APPENDIX III Meter Volume 
Calculations for an example of the equations used to 
determine meter factors and metered volumes (gross 
standard volumes).

APPENDIX IV is  a copy of the 06/30/90 Meter Proof Reports for each 
of the three ARCO and three BPX meters at PS//1 which measure 
Prudhoe Oil Pool crude o i l .  Also, for each operator there i s  a 
summary sheet which shows the to ta l corrected volume through their  
meters on 06/30/90.

APPENDIX V l i s t s  some of the metering problems found by AOGCC 
personnel.



O r i f i c e

A s  t h e  f l u i d  a p p r o a c h e s  th e  o r i f i c e  t h e  p r e s s u r e  i n c r e a s e s  s l i g h t l y  a n d  t h e n  d r o p s  
s u d d e n l y  a s  t h e  o r i f i c e  i s  p a s s e d .  I t  c o n t i n u e s  t o  d r o p  u n t i l  t h e  “ v e n a  c o n t r a c t a "  i s  
r e a c h e d  a n d  t h e n  g r a d u a l l y  i n c r e a s e s  u n t i l  a t  a p p r o x i m a t e l y  8  d i a m e t e r s  d o w n s t r e a m  
a n o t h e r  m a x i m u m  p r e s s u r e  p o i n t  i s  r e a c h e d .  T h e  d e c r e a s e  in  p r e s s u r e  a s  t h e  f l u i d  p a s s e s  
t h r u  t h e  o r i f i c e  i s  a r e s u l t  o f  t h e  i n c r e a s e d  v e l o c i t y  o f  th e  g a s  p a s s i n g  t h r u  t h e  r e d u c e d  
a r e a  o f  t h e  o r i f i c e .  W h e n  th e  v e l o c i t y  d e c r e a s e s  a s  th e  f l u i d  l e a v e s  t h e  o r i f i c e  th e  p r e s ­
s u r e  i n c r e a s e s  a n d  t e n d s  to  r e t u r n  t o  i t s  o r i g i n a l  l e v e l .  A l l  o f  t h e  p r e s s u r e  l o s s  i s  n o t  
r e c o v e r e d  b e c a u s e  o f  f r i c t i o n  r d  t u r b u l e n c e  l o s s e s  in  t h e  s t r e a m .  T h e  p r e s s u r e  d r o p  
a c r o s s  t h e  o r i f i c e  (h  i n  F i g .  o r e a s e s  w h e n  t h e  r a te  o f  f l o w  i n c r e a s e s .  W h e n  t h e r e  i s  
no f l o w  t h e r e  i s  n o  d i f f e r e n t i a l ,  i h e  d i f f e r e n t i a l  p r e s s u r e  i s  p r o p o r t i o n a l  t o  t h e  s q u a r e  o f  
th e  v e l o c i t y ,  i t  t h e r e f o r e  f o l l o w s  t h a t  i f  a l l  o l h e r  f a c t o r s  r e m a i n  c o n s t a n t ,  t h e n  th e  d i f f e r ­
e n t i a l  i s  p r o p o r t i o n a l  t o  t h e  s q u a r e  o f  th e  r a t e  o f  f l o w .

FIGURE 2.
•  . . T y p i c a l  O r i f i c e  F l o w  Pa t t f d k i

- .. ( F L A N G E  T A P S  S H O W N )  '
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MODEL E3-S1 
METER WITH 
ACCESSORIES

SPECIFICATIONS

Nominal Rated Capacity (Standard Trim Meter)

U.S.Gallons Imperir.l Gallons Dekaliters Barrels 
Per Minule Per Minule Per Minute Per Hour

Maximum
Minimum

400
80

350 155 
70 30

600
120

WORKING PRESSURE .... 150 PSI..........
275 PSI..........

10.5 Kg Cm2.........(E3-S1 and A l)
20.2 Kg Cm2.........(E3-S3)

FLANGES.................. ......3 "  150 1b. USASA B16.5

MATERIALS OF CONSTRUCTION*
Standard

T rim " A ll Iron Trim LPG Trim
Outer Housing 
and Cover Fabricated Steel Fabricated Steel Fabricated Steel
Inner Unit Hous­
ing. Cover, Rotor 
and Block Cast Iron Cast Iron Cast Iron
Bearings Stainless Steel Stainless Slaal Stainless Steel 

with Phenolic 
Retainers

Pina and Rollera 
Camshaft and Gear* 
Blades

Buahingt

Steinless Sleel 
Sleel
Anodized High 
Tensile Alumi­
num Alloy with 
Stainless Steel 
Wear Strips 
Sintered Iron

Stainless Steel 
Steel
Close grained 
Cast Iron

Sintered Iron

Stainless Sloel 
Steel
Anodized H.gn 
Tensile Alum i­
num with Stain­
less Sleel Wear 
Strips 
Rulon

Packing G land*** Sleel & Thiokol Sleel & Thiokol Sleel S. Thiokol

'Inlarnal meiar parts ara trailed with ARMORIOY. a SOLID FILM LUBRICANT 
with certain corrosion resistant properties.

“ Includes No-brass Trim.
’ “ Steel and teflon glands also available.

i / /

Bulletin 1.3.3

1 5 0  l b .  F L A N G E D  M E T E R S  
a n d  A C C E S S O R I E S

October 1968

3 "  1 5 0  l b .  F L A N G E D  M E T E R S  
a n d  A C C E S S O R I E S

TheE3 Series aro double case Rotary Positive Displacement Meiers designed 
for use on a ll petroleum products and for many chemical and industrial ap­
plications. The E3-S1 and E3-S3 models are straight-through type rrtcters 
The E3-A1 and E3-A3 models are 90° anglo type meters. The SI and A l.  ara 
designed fcr ISO PSI and the S3 and A3 for 27S PSI operating pressures.

Meters and accessory items described in this bulletin  are suitable for use 
in 3 "  meter systems with nominal maximum flow rates of 400 GPM.

With the Smith meter principle, flow of liquid is lite ra lly  undisturbed while 
it is being metered. This principle results in both low hydraulic and lo« 
mechanical loss through the melor. Low pressure loss is important from tn» 
standpoint of minimum power consumption in B pump pressure system and 
allows maximum obtainable flow ratos in a gravity  system. Low mechanic*, 
loss contributes to overall reduced pressure drop and assures GREATER 
ACCURACY over varying flow rales as slippage in a liquid seal meter is i 
function of pressure loss duo to mechanical fric tion . Low pressure drcp due 
to streamlined flow and minimum of mechanical fric tion  results in long life 
and low maintenance, assuring SUSTAINED ACCURACY.

APPLICATIONS

Petroleum -  Product Pipe Lines. Crude O il Pipe Lines; Blending Operations 
Transport Truck Loading. Tank Car and Barge Loading, L. P. G. and Asphalt 
Services.

Industrial -- Petrochemical. Chemical, Paints. Fats, O ils , Fertilizers.

PRINCIPLE OF OPERATION

OUTER
HOUSING

CAM

STATIC
UQUID

BLADES

PATH 
OF SLADES

FLOWING
UQUID

MEASURING 
CHAMBER 

INNER 
UNIT 

HOUSING
BLADE 

BEARING

ROTOR

F l G d W F  3

The rotor, which revolves on stainloss steel bearings, has f6ur e ttn ly 
spaced slots. The slots control the position of two blades that are al ngnt 
angles to each other. As liquid flows through the moter, the rotor and 
blades revolve around a fixed cam. Bali bearings fixed to (he blades roll 
around the cam. causing the blades to move radially . The successive mo.e- 
ment of t l . j  blades, outward toward the case w all, forms a m e a s u r in g 
chamber of precise volume botween tho blades, the rotor, the case .a l l, 
Ihe cover, and the bottom of the case. A continuous series of these closed 
chambers is produced, four for each revolution of the rotor. Neither the 
blad9S nor the rotor contact the stationary w alls of tho measuring chancer.

Drawing reflects sliaighl-through meter. Port locai ion ol angle melers and 
docs not change this basic principle of operation

ADJUSTMENT

Dry. accessible calibration is made in extremely fine increments with any 
A. 0 . Smith adjustment device. These adjustment devie js  are protected from 
dirt and loreign matter, arvj may be scaled against unu ilhorived tempting. 
E3 Series melers supplied with standard manual calibrators arovidc *d|iat- 
mont in increments of 1/20th of 1%. The following devic.-- are optionally 
available lor specific installation or operational requiremei ATC |A»co- 
malic Temperature Compensation). ATG (Automatic Tempera.-.’re Compensa­
tion With gravity selection). "G "  Calibrator (for reverse rlow). Oixxwy 
calibrator (direct drive) and AMR (wide correction range, nonpuleing outp»ziSupersedes Bulletin 1.3.3 lasuo of December IS67
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T u r b i n e  M e t e r s  f o r  
L i q u i d  M e a s u r e m e n t  

Philip D. Baker and Raymond J. Kalivoda

I n t r o d u c t i o n
The purpose of this paper is to examine the application of 
Turbine Meters for liquid flow measurement. The focus 
will be on petroleum service, but the principles can be 
applied to other industrial, chemical and commercial app­
lications. To accomplish this objective, the basic design 
and operation of Turbine Meters and factors influencing 
their performance, will be discussed.
H i s t o r y
The Turbine Meter is not a new flow measurement de­
vice. Records indicate that in 1886 the first patent for a 
Turbine Meter w as issued. In 1914 a patent w as granted 
for a Turbine Meter which related flow rate to frequency. 
However, it was not until the 1950's the Turbine Meter 
was developed into a precise flow measurement trans­
ducer. With the development of jet engines and liquid 
propellant rockets, the need arose for an accurate, fast 
responding meter that could be used on exotic fuels and 
oxidizers at extreme temperatures, The Turbine Meter 
met this need. It w as soon applied to many other in­
dustrial flow measuring applications.
Turbine Meters began to be applied extensively in the 
Petroleum Industry in the mid-1960's. Since publication 
of API Standard 2534 "Measurement of Liquid Hydro­
carbon by Turbine Meter Systems" in March, 1970, the 
Turbine Meter has gained broad acceptance for custody 
transfer of petroleum liquids such as liquefied petroleum 
gases (LPG's), light distillates and light crude oils, 
primarily at large -petroleum storage and transfer 
terminals.
T y p e s  o f  M e t e r s
Fluid flow meters can in general be classified as either 
Positive Displacement or Inference Type Meters. Positive 
Displacement (P.D.) Meters measure volumetric flow 
directly by continuously separating (isolating) a flow 
stream into discrete volumetric segments and counting 
them. Inference meters infer volumetric flow rate by 
measuring some dynamic property of the flow stream. 
Turbine Meters fall in this latter category.
Some of the most common examples of inference meters 
are orifice plates, flow nozzles, venturis and pilot tubes, all 
of which infer flow rate from differential pressure 
measurements. Other types of meters infer flow rate 
from the measurement of: mechanical force, flow area, 
electro-magnetic force, speed of sound, magnetic 
resonance, vortex shedding, drag, swirl, etc.

B a s i c  A s s u m p t i o n s
Turbine Meters infer flow rate from the measurement of 

| P  rotational movement (angular velocity) of a bladed rotor or 
impellor suspended in the flow stream. Thus, two levels 
of inference (basic assumptions) are necessary to obtain 
volumetric flow rate from a Turbine Me'or:

First Assumption:
Volumetric Flow R a teo c  Ave. Stream Velocity 
Second Assumption:
Ave. Stream Velocity o c  Rotor Angular Velocity 

The degree to which these two basic assumptions are 
correct determines the accuracy of the Turbine Meter. 
The subsequent discussion on meter accuracy is 
centered about these two assumptions and the influence 
the various design, installation and application variables 
have on their validity.
C o n s t r u c t i o n
The construction details of a typical Turbine Meter are 
described at this point as an aid to understanding the 
Turbine Meter operation and accuracy discussions that 
follow. There are three basic sub-assemblies in a 
conventional Turbine Meter (see Figure 1):

1. Housing Sub-assembly
2. Internal Parts Sub-assembly
3. Detector Sub-assembly.

PICKUP COIL

Typical Turbine Meter Assembly 
Figure 1

Housing Sub-assembly
The Housing Sub-assembly is normally constructed of a 
flanged pipe spool in sizes from 1/4" to 24", with 
pressure ratings from 150 lb. to 2,500 lb. ANSI (275 to 
6,000 PSI W.P.) for flow rates up to 60,000 BPH. 
Materials are selected to be compatible with the product 
being handled and the ambient conditions. Since usually 
only the pipe spool comes in contact with the fluid, the 
flanges (being non-wetted) generally need not be compat­
ible with the fluid. Thus carbon steel flanges are normally 
used with an alternative, such as stainless steel, only 
used for corrosive atmospheres or low temperature 
applications.
A deflector ring of the same material as the housing is 
used with a rimmed rotor to prevent the flow stream from 
impacting on the rotor rim and to provide a smooth flow 
transition into the rotor area.
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1. Pressure-reducing valve— manual or automatic, if required. 6. Check valve, if required.
2. Filter, strainer, and/or vapor eliminator (if required) for each meter 7. Control valve, if required.

or whole station. 8. Positive-shutoff double block-and-bleed valves.
3. Displacement meter. 9. Flow control valve, if required.
4. Temporal --nsu' device. 10. Block valve, if required.
5. Pressir .ice. 11. Differential pressure device, if required.

Note: All sections of the line that may be blocked between valves shall have provisions for pressure relief 
(preferably not to be installed between the meter and the prover).

o r  Tterb/RZ
Figure —Typical Schematic Arrangement of Meter Station With Three Displacement Meters
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THIS IS TO CERTIFY THAT THE PROVER DESCRIBED BELOW WAS CALIBRATED TO ESTABLISH A VOLUME FOR 
PROVING METERS.

PIPE PROVER
LOCATION: VALDEZ TERMINAL -  MASTER PROVER

DISTANCE BETWEEN DETECTOR SWITCHES:
BI-DIRECTIONAL:_______ y ES_______________________________UNI-DIRECTIONAL
STRAIGHT:   U-BEND: YES  TYPE OF DISPLACER: SPHERE

TYPE OF CALIBRATION: WATER DRAW YES_________________________________  MASTER METER "
CALIBRATING FLUID WATER . ____________

AVERAGE VOLUME BETWEEN DETECTOR SWITCHES CORRECTED FOR TEMPERATURE AND PRESSURE IS ////579 
BARRELS AT 60°F. AND ATMOSPHERIC PRESSURE. VOLUME SHOWN FOR BI-DIRECTIONAL PROVER IS FOR A ROUND 
TRIP.

OTHER INFORMATION:

TEST NO. 1 -  VOLUME / / -  / /    ©  S ' S  g P H

TEST NO. 2 -  VOLUME / / •  / /  7 7 / _______________ @  S ’S "

TEST NO. 3 -  VOLUME / / ,  H $ D A ______________  ®  4  /

TEST NO. 4 -  VOLUME

AVERAGE VOLUME: LLUJJS. lEL
THE VOLUMES SHOWN HAVE BEEN CORRECTED IN ACCORDANCE WITH PROVISIONS OUTLINED IN SECTION II OF API 
STANDARD 1101/

REMARKS:. - A
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SIGNED BY. .
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7 7 5  G a i t h e r s b u r g ,  M a r y l a n d
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REPORT OF CALIBRATION

Subm itted  b y : A lyeska  P ip e l in e  S e rv ic e  Company S e a l No. 5482
Anchorage, A la sk a

R efe rence : P u rch a se  O rder No. 8027034 d a te d  3-21-88

Item : 225 g a l lo n  v e s s e l  (G raduated Neck Type)

M aker: S e rap liin  (maker #8229)

M a te r i a l :  S t a i n l e s s  S te e l

Assumed C ub ic a l C o e f f i c i e n t  o f  E x p an s io n , 0.0000265 p e r  
d e g r e e  F a h re n h e i t

With th e  v e s s e l  d e s c r ib e d  above, in  a s t a n d in g  p o s i t i o n  and a  r e f e r e n c e  
a t t i t u d e  e s t a b l i s h e d  by l e v e l i n g  th e  ( a tta c h e d  l e v e l s ) ,  and when d r a in e d  f o r  
30 seconds a f t e r  c e s s a t i o n  o f  th e  main flow , th e  vo lum e o f w a te r  d e l i v e r e d  i s  
as fo llo w s :

S ca le  Volume D e l iv e re d  Volume D e l iv e r e d  E s tim a te d
Reading* a t  60*F (U.S. Gal')** a t  60*F ( i n 3 ') U n c e r ta in ty  (In 3)

0 224.9637 51966.62 ±  4.80\

The volume s t a t e d  above i s  th e  av e rage  o f  6 C a l i b r a t i o n  run s.

A s c a le  d i v i s i o n ,  be tw een  -300 and +300 i s ,  a s  e s t a b l i s h e d  by s e p a r a t e  t e s t ,  
e q u iv a le n t t o  10 in 3 .

The p o s i t i o n  o f  th e  g ra d u a te d  s c a le  was n o t moved a s  p a r t  o f  th e  c a l i b r a t i o n  
p ro cedu re .

*The s c a le  r e a d in g  i s  d e te rm in ed  by th e  i n t e r s e c t i o n  o f  th e  h o r i z o n t a l  p la n e , 
ta n g en t to  t h e  b o ttom  o f  th e  m en iscus.

**The volume e s t a b l i s h e d  i s  b a sed  on th e  d e n s i ty  o f  w a te r  ( re fe re n c e  a v a i l a b l e  
upon r e q u e s t) .  A U .S. g a l lo n  i s  e q u iv a le n t to  .003785412 m3 o r 231 In 3 .

For th e  D i r e c t o r ,
ORIGINAL* SIGNED BY 
Dr. Hrstcli Q. S:ncrjion
Dr. H ra tch  G. S e m e r j ia n
C h ie f, C hem ica l P ro c e s s  M etro logy  D iv is io n  
C en te r f o r  C h em ic a l E ng in ee rin g  
N a tio n a l E n g in e e r in g  L abo ra to ry
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Gaithersburg, Maryland

REPORT OF CALIBRATION
M a r c h  2 8 ,  1 9 8 8

Subm itted  by: A ly e sk a  P ip e l in e  S e rv ic e  Company
A ncho rag e , A lask a

S e a l No. 5483

R e fe ren c e : P u rch a se  O rd e r No. 8027034 d a te d  3-21-88

Item : 5 g a l lo n  v e s s e l  (G raduated Neck Type)

Maker: S e ra p h in  (maker #20026)

M a te r ia l :  S t a i n l e s s  S te e l

Assumed C u b ic a l C o e f f i c i e n t  o f  Expansion, 0.0000265 p e r  
d eg ree  F a h r e n h e i t

W ith th e  v e s s e l  d e s c r ib e d  above, in  a  s tand in g  p o s i t i o n  and a r e f e r e n c e  
a t t i t u d e  e s t a b l i s h e d  by  l e v e l i n g  th e  (p lan e  o f the  s u p p o r t in g  b a s e ) , and when 
d r a in e d  fo r  10 second s a f t e r  c e s s a t io n  o f  th e  main flow , th e  volume o f  w a te r 
d e l iv e r e d  i s  a s f o l lo w s :

The volume s t a t e d  above i s  th e  av e rag e  o f  10 C a l ib r a t io n  ru n s .

A s c a le  d iv i s io n ,  b e tw een  -10 and +10 i s ,  as e s t a b l i s h e d  by  s e p a r a te  t e s t ,  
e q u iv a le n t  to  1 i n 3 .

The p o s i t i o n  o f  th e  g ra d u a te d  s c a le  was n o t moved as p a r t  o f  th e  c a l i b r a t i o n  
p ro c e d u re .

*The s c a le  r e a d in g  i s  d e te rm in e d  by th e  in te r s e c t io n  o f  th e  h o r i z o n t a l  p la n e , 
ta n g e n t  to  th e  b o ttom  o f  th e  m en iscu s.

**The volume e s t a b l i s h e d  i s  b a sed  on th e  d e n s i ty  o f w a te r  ( r e f e r e n c e  a v a i l a b le  
upon re q u e s t) .  A U .S. g a l l o n  i s  e q u iv a le n t  to  .003785412 m3 o r  231 in 3 .

S c a le  Volume D e l iv e re d
F ead lng*  a t  60*F (U.S. G an * *

Volume D eliv e red  E s tim a te d
a t  6Q*F (in3) U n c e r ta in ty  ( in 3)

0 4.99969 1154.93 + 0.30
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REPORT OF CALIBRATION

S u b m it te d  by : A lyeska P ip e l in e  S e rv ic e  Company S e a l  No. 5484
Anchorage, A lask a

R e fe re n c e :  P urchase O rder No. 8027034 d a te d  3-2.1-88

Item : 1 g a l lo n  v e s s e l  (G radua ted  Neck Type)

Maker: S e raph ln  (maker #19996)

M a te r ia l :  S ta in l e s s  S t e e l

Assumed C ub ica l C o e f f i c i e n t  o f  E xpansion , 0.0000265 p e r  
d e g re e  F ah re n h e it

W ith th e  v e s s e l  d e s c r ib e d  above, i n  a s ta n d in g  p o s i t io n  and  a  r e f e r e n c e  
a t t i t u d e  e s t a b l i s h e d  by l e v e l i n g  th e  (p lan e  o f  th e  su p p o r tin g  b a se ) ,  and  when 
d r a in e d  f o r  10 seconds a f t e r  c e s s a t i o n  o f  th e  m ain flow , th e  volume o f  w a te r  
d e l i v e r e d  i s  as fo llow s:

S c a le  Volume D e liv e re d  Volume D e liv e re d  E s tim a te d
R ead in g *  a t  60*F (U.S. G al)** a t  60*F T in3') U n c e r ta in ty  ( i n 3 )

0 1.00265 231.61 + 0.14

The vo lum e s t a t e d  above i s  th e  a v e ra g e  o f  7 C a l i b r a t i o n  run s.

A s c a l e  d iv i s io n ,  betw een -10 an d  +10 i s ,  a s  e s t a b l i s h e d  by s e p a r a t e  t e s t ,  
e q u iv a l e n t  to  1 in 3.

The p o s i t i o n  o f  the g ra d u a te d  s c a l e  was n o t  moved a s  p a r t  o f  th e  c a l i b r a t i o n  
p r o c e d u r e .

*The s c a l e  re a d in g  i s  d e te rm in ed  by  th e  i n t e r s e c t i o n  o f  the  h o r i z o n t a l  p la n e ,  
t a n g e n t  to  th e  bottom  o f  th e  m en iscu s .

**The vo lum e e s ta b l i s h e d  i s  b a se d  on th e  d e n s i ty  o f  w a te r ( re fe re n c e  a v a i l a b l e  
upon r e q u e s t ) .  A U.S. g a l lo n  I s  e q u iv a le n t  to  .003785412 m3 o r  231 in 3 .

Fo r th e  D i r e c to r ,
CRIGIMAL SICi’ZD BY 
^ ".-icl: G. Scmxrjian 

Dr. H ra tc h  G. S em erjlan
C h ie f ,  C hem ical P ro cess M etro lo gy  D iv i s io n  
C e n te r  f o r  Chem ical E ng in e e rin g  
N a t io n a l  E n g in e e r in g  L ab o ra to ry
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A l u e s k a  p i p e l i n eO  I  I  s o w j a M W

CERT IF ICATE N 0 ._

A P P E R P i t  -  I I CERTIFICATE OF VOLUME
\

DATE 1 - 7  1 9 _ Z £

THIS IS TO CERTIFY THATTHE PROVER 0ESCRI8ED BELOW WAS CALIBRATED TO ESTABLISH A VOLUME FOR 
PROVING METERS.

PIPE PROVER 
LOCATION: ~ ? u m p . r u  A J o ,  I n  s. y

DISTANCE BETWEEN DETECTOR SWITCHES: ______
BI-DIRECTIONAL: ‘/ g S ----------------------
STRAIGHT:-------------------------  U-BEND:
TYPE OF CALIBRATION: WATER DRAW

UNI-DIRECTIONAL*
t / g - S . TYPE OF DISPLACE R: *£/> A cm.< _*

MASTER METER
CALIBRATING FLUID .  A / j s

4

AVERAGE VOLUME BETWEEN DETECTOR SWITCHES CORRECTED FOR TEMPERATURE AND PRESSURE IS /V?. 
8ARRELS AT 60°F. AND ATMOSPHERIC PRESSURE VOLUME SHOWN FOR BI-DIRECTIONAL PROVER IS FOR A ROUND 
TRIP.

OTHER INFORMATION: o
L U

7 0 3  B P f l -
L U

m ° \ . ? 3  ° i o d  b b l  Q )  u  -1 E-LJ HD

coO
ajcoO

COajo

T .  1 O F = F = f c M l -  5
4 ^  / A l . v m z l  I B c j u o u u K e

THE VOLUMES SHOWN HAVE BEEN CORRECTED IN ACCORDANCE WITH PROVISIONS OUTLINED IN 
STANDARD 1101.'

REMARKS: l/>tU. WA I A  I J o in h a a .  g • I  - 0 . £ j E_

b u t t e d /  0 / / / ’' 4  ( -r£r%  u_),'(( oQ£-i>\k. ' IJellM G^r

' I U j l  k u  J2, lA/ -©•l? *Ls"fi. ^ t o A U<>&rl . / f t(

lA^'CSLf ~̂ CX-ri J ) J J r / c  L4- "* A-/_Z- fz '~7*Cot>t(4P vUi-

/  / 

( j ) o L 2 ,
* ■

. 'O'&S u)P (jx£xd\-

SIGNED 8Y: 

SIGNED BY: . L jl a Pl

FOR:

FOR: *

SIGNED BY: . FOR:



L0UHIGX:P$fl1-2V HB HTE OAIE: 06/07/88

RPIKO: r'io.S PROVER ID: 23.00

CRUECATIHG 011IO:I>NS CRUDE Iffl IHICIttSS: 0.500 OfdM. UOL :I19.9S005

8.
9.

10. CPl-flETER
11. DETER IDS'.
12. CIL-rtETES
13. CORR.DEJER RES

H. PU-JD1P.IH
15. PU-TEDP.OUI
16. PU-TEDP.flUG.
17. PU-PRE3S.H08
18. PV-CIS
19. PII-CP5
20. PIKPL
21. PU-CIL
22. PHOT. MCI

RUH 80. 1 2 3 1 5 WERftSE

PULS£S-ffl€ UW 627C92 627896 627819 627890 627876
P0LSES-R0 HIP 12S5776 1255798 1255736 1255739 1255776 12S76S
6R05S BARRELS 119.19711 119.19976 119.19238 119.19271 119.19711 119.19583
SEC0K0S 670.97 672.81 670.08 669.22 669.82 670.586
R0U RATE 302 800 803 801 803 803
DETER fKIOR 1.00390 1.00390 1.00390 1.00390 1.00390 o .  00390"
DETER PRESSURE 58 58 58 58 58 58

1.000312
138.6

0.96189
111.86031

138.8
137.8 
138.3

31
1.001156
1.000052
1.000200
0.96502

0.966668

1.000311
137.7 

0.96531
111.92582

137.8
137.5
137.6 

35
1.001113
1.000051
1.000206
0.96531

0.966981

1.000312
138.1 

0.96500
111.87232

138.6
137.7
138.1 

31
1.001153 
1.000052 
1.000200 
0.96511 

0.966756

23. BASE PIW0L 119.85532 119.87106 119.85107 119.85131 119.86319 119.3S9j8̂ >

i OTrr. -0.00321 0.00931 -0.00101 -0.00581 0.03231 -0.20011

Zi. CPL-TA8I2 DIR 0.590 0.588 0.589 0.589 0.589 0.589
26. CPL-TR8I2 PU 0.589 0.588 0.589 0.589 0.599 0.589

1.000312 
138.5 

0.96195 
111.86519

138.7
137.7 
138.2

35
1.001155
1.000051
1.000206
0.96507

0.966726

1.000312
138.1

0.96500
111.87693

138.6
137.9
138.2

35
1.001155 
1.000051 
1.000206 
0.96507 

0.966726

i 2 r c 7 & r
/</<?. y q s a z

1.000312
138.3

0.96502
111.87865

138.5
137.7

( f i r *
35 - 

1.001153 
1.0051 
1.000206 
0.96511 

0.966761

[ 4 0 o O ?  4- 2. 
r- t Z Q - Z 9 

“J
C C C  ^  r * . , 9 ■*

r -

( . 0 0 0 0 5 2  /  
l . ^ o o Z o b  (  c .c _ C

* 9  6 S ' "  J

27. 6ERSS C0RR.DTR 0.00
28. GLASS C05R.PU 0.00

(KB.ID1P 70
X-DIR 0
K-PRU 0

SI6NE0 BV: J  , // I  J

6Cf*0.0QflO9«D«(H)

P V

UITNE5S:

UIIHC55:

UITKSS:

J\P<d comets:

A?t_ l v  ■

UIIHC5S:



LOCHriW<:J»S01-21‘ LOU H IE  

m i u : ^ n . 5

OflTE: m m  

PROVE! ID : 23. (SI

/A e -te t  P a c f c ;  r  

f r O Q  7 0 0  f a  ' •  c  o  r  u  *?
-  0 - 0 0 0 2 f - j

caimitins auioiws crude Uffl.L IH1CDCSS: 0.500 OTriCAL VOL :119.

SUM HO. 1 2 3 1 5

1. PULSCS-0HC UflY
2. PULSES-R0 TRIP
3. GROSS BARRELS 
3. SECONDS
S. riou 7AIE
g. heiep. m o t
7. HEIC2 PPCSSURC
8.

628193
1256166

119.57929
911.51

663
1.00317

17

628216
1256500

119.58333
915.17

588
1.00317

,17

628218
12S6S0I

119.58315
912.95

590
1.00317

17

628221
1256501

119.58381
911.76

5B9
1.00317

17

628202
1256165

119.57917
911.20

589
1.00317

17

9.
10. CPL-MEIER
11. MEIER TEMP.
12. CTL-METER
13. C0RR.ME1ER REG

1.000726
137.1

0.96513
113.91936

I.000277 
138.1 

0.96198 
111.88582

1.000276
137.7

0.96529
111.93230

1.000277
138.6

0.96189
111.87282

1.000277
138.2

0.96507
111.89510

13. PU-IEMP.IH
15. PU-IE31P.0UI
16. PIMEMP.flUG.
17. PU-PRESS.HOG
18. PU-CTS
19. PU-CPS
20. PU-CPL
21. PU-CTL
22. PU-C0M3. EflCT

137.3
136.3 
136.8

31
1.001128
1.GG0QS2
1.000199
0.96570

0.967321

133.3
137.2
137.8

31
1.001117 
1.000052 
1.000200 
0.96525 
0.966 3 90

137.1
136.6
136.9

31
1.001130
1.000052
1.000200
0.96565

0.967271

138.5
137.1
137.8

31
1.001117
1.000052
1.000200
0.96525

0.966890

138.1
137.1 
I37.8

31
1.001117
1.000052
1.000200
0.96525

0.966890

23. BASE PIB01 119.81618 119.81726 119.83583 119.83381 119.35717

i  oirr. -0.3092: -0.0085: -0.01621 -0.01751 -0.00191

25. CPL-II1BIZ MIR
26. CPL-IA8I2 PU

0.588
0.586

8.589
0.588

0.588
0.587

0.590
0.588

0.589
o.ses

AVERAGE

r £ H 9 ' ? ' Z  1255387.2 ^
M9.SBIB1 I '- * ’ 1'* ™

911.378
583

C ± m D  h r * ? '-
17

1.000277 
138.1 

0.38511 
113.90393

137.9
138.9 
137.1«

31
1.001110
1.000052
1.000200
0.98513

0.367081

119.83901

-0.0130X

0.589
0.533

“ 7

fioOOZ'l'l')

[ 3 0 - 1  f K ~
. ‘H - T H  J

7 7

f , o o m n o  )
/ A o o o o r ?  (  r c  f -  o .  ? € 7 o r t t 
r .coo -2 .^« »  \  p

27. GLASS C0RR.MIR 8.00
28. GLASS CORR.PU 0.00

WB.IEMP 70
H-HIR 0
H-PRU 0

6Cr*O.OOE9*MH)
p v /  r ---------------------------------- — ------------------------ c  / 4 9 . 8 *  0  > < o

- 9 4  TO.T4-

SIGHED BY: 

UITMCSS
, y — ^ - ^ o f f lM S :

: J U ^ - 5 L ^ L . .  A fu
UITMCSS: w

— iu 9 .  9  % 9 o  u
2  . o  *2 /  i "  2.

, C 3 t ' j Z  ;  Q ,  q u  C O  f  C 
I 4  C) . ^ t r  <1

~ o . c < s i  /

UITMCSS:

UITMCSS:

0 ^
/ l ^  =  M  . t f J - o g r  ^  

^ = = o T  * 5



LOCATION:PS0l-24 HIGH RATE AMB.TEMP: 32.0

SIZE: 12.75 WALL : 0.375

REPORT * I RATE: 317 BPH DATE: 06/07/88

METER DATA:
SERIAL * SC-11657G PULSES/BBL: 8400 TEMP.COMP: NO

SIZE: 4 MODEL: F4-S7

RUN ft

1
2
3
4
5

TEMPERATURE 
PROUER METER

PRESSURE PULSES

1 3 8 . 8
138.8
138.8
138.8
158.8

138.5
138.5
138.5
138.5
158.5

AUERAGE 138.8*"" 138.5

Q

PROUER METER ONE-WAY RND TRIP

68 60 46625 93162
68 60 46635 93164
68 60 46633 93171
68 59 46626 93161
68 59 46636 93169

68.0 60.0 46631 93165.4

API GRAUITY : [ 29.5/
v  /

BASE PROUER UOLUME

CORRECTED PROUER UOLUME:

CORRECTED AUG PULSES:

NET MTR UOLUME IN BBL:

1/K MTR FACTOR IN PUL/B8L: 
(FOR USE WITH 2233)

MTR FACTOR < I PULSE/SSL):

WITNESSED BY:

10.74760

89930.05

10.70596

8367.45

1.00389

PROUER 

TAB92-F PU : 

CTSP50 : 

CPSPR : 

CPLPR : 

CTLPS0 : 

METER

TAB32-F MTR: 

CPLPM : 

CTLMG0 :

0.590 

1.001466 /.

1 .000073 

1 .000401 

0.964796

| . O O Q O T J

j, O

.  9

h f z j i

c J & Z . .
COMMENTS.

<Z C .F r

0.590 

I .000354 /• • «o*3 5 T

0 . 9 6 4 9 3 1 

" L0 0 ZQ8
I r O Q  2 0



LOCATION:PS0I“24 LOU RATE AMB.TEMP: 32.0

SIZE: 12.75 UALL : 0.375

REPORT t 3 RATE: 600 8PH OATE: 06/07/88

METER OATA:
SERIAL * SC-1 16575 PULSES/BBL: 8400 TEMP.COMP: NO

SIZE: 4 MODEL: F4-S7

TEMPERATURE PRESSURE PULSES
RUN « PROUER METER PROUER METER ONE-UAY RND TRIP

1 137.9 137.8 50 47 46656 93198
2 137.8 137.7 50 47 46666 93210
3 137.7 137.6 50 47 46660 93199
4 137.6 137.4 50 47 466S6 S3I91
5 137.6 137.4 50 47 

-— ————
46651 93197

}/AUERAGE 137.7 137.6 50.0 47.0 46658 93199.0:

API GRAUITY : ( 29.5

BASE PROUER UOLUME: !

CORRECTED PROUER UOLUME: 10.75153

CORRECTED AUG PULSES: 89993.33

NET MTR UOLUME IN BBL: 10.71349

l/K MTR FACTOR IN PUL/BBL: 8370.28
(FOR USE WITH 2233) -------------

MTR FACTOR <1PULSE/BBL ): 1.00355

c z
c*.

CO
CJ

0.588

1.001445 _
L — *

1.000053 ^
/>cccjoS 3  ^

1.000294 m i  
/ . o o o i ^  j T j

0.965292 U_I =

c c F p  :  0 ,  9 6 r o - Z -  

0.588

1.00027G

0.965337 , v o  5"?3
M lr -  r \< ?

WITNESSED BY: COMMENT5: (to o  J6

Aln
sKa

 O
il 
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Oaa
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on



$
MEMORANDUM+  ^ 1 - .    +  -

T o : •*>

M ik e  E .  Ko p p

S u b  j  e c  t ;

M e a s u r e m e n t  D e p t .  U a h  I .  D i g i t a l  T h e r m o m e t e r  
C e r t i f i c a t i o n  a n d  P r o b e  C h e c k s

h—'  — — —------------------------------■-------------------------------- — — — —— — — — — — — — — — — — — — — — — — — — — .f  —— — — — — — — — — — — — — — — — — —

F r o m  ••

P e r r y  A .  M a r k  l e y

D a t e :

5/21/83
I F  i l e  N o . 
I 
I 
I

- + --------------------------

A  c a l i b r a t i o n  /  c e r t i f i c a t i o n  w a s  p e r f o r m e d  o n  5 / 2 0 / 8 8  t o  t h e  M e a s u r e m e n t  d e ­
p a r t m e n t s  U l a h  I  P l a t i n u m - R T D  H e a t - P r o b e r  T h e r m o m e t e r s  * 5 3 5 3  a n d  * 5 3 5 4  a l s o  
c h e c k  w a s  p e r f o r m e d  o n  n i n e  p r o b e s .  T h i s  c a l i b r a t i o n  a n d  c h e c k  w a s  p e r f o r m e r  
i n  p r e p a r a t i o n  f o r  t h e  p r o v e r  v o l u m e  c e r t i f i c a t i o n s  t o  t a k e  p l a c e  a t  N P M S  a n ­

o n  t h e  N o r t h  S l o p e .

A n  O M E G A  i c e  p o i n t  c e L L  S N 5 7 1 0 0 1  w a s  u s e d  f o r  t h e  3 2  d e g .  i c e  p o i n t  r e f e r e n c  
w i t h  a  1 m m  B r o o k l y n  P - M  t h e r m o  c o m p a n y  t h e r m o m e t e r  S N * 7 9 2 0 3 ,  n o  c e r t  i f i c a t  
w a s  a v a i l a b L e  a t  t h e  t e s t i n g  s i t e ,  S C A D A  A M F  i s  t o  s e n d  a  c o p y .  A  S Y B R O N  
T A Y L O R  c e r t i f i e d  t o t a l  i m m e r s i o n  g l a s s  t h e r m o m e t e r  5 2 5 4 1  w a s  u s e d  f o r  t h  
r a n g e  c o m p a r i s o n s .  A n  i c e  b a t h  w a s  m a d e  t o  c h e c k  t h e  a b o v e  l i s t e d  t h e r m o m e t e r  
a n d  s e v e r a l  o t h e r s  u s e d  f o r  c o u n t e r  c h e c k s .

T h e  t o t a L  i m m e r s i o n  p r o c e d u r e  w a s  u s e d  w i t h  t h e  g l a s s  t h e r m o m e t e r ,  n o  g l a ;  
c o r r e c t i o n  f a c t o r  w a s  n e c e s s a r y .

D u r i n g  t h e  a c c u r a c y  c h e c k  t o  t h e  h e a t  p r o b e s ,  p r o b e  * 0 M - 4  w e n t  b a d  ( s e e  p r o ­
a c c u r a c y  l i s t ) .  D e g r e e  o f  a c c u r a c y  v a r i e d  f r o m  p r o b e  t o  p r o b e .  O f f s e t s  s h o u  
b e  a p p l i e d  t o  t h e  p a r t i c u l a r  p r o b e s .

D u e  t o  t h e  f r e - i u e n t  c a l i b r a t i o n  d r i f t s  o n  t h e  d i g i t a l  t h e r m o m e t e r  u s e d  
P S - 0 1 ,  a  c h e c k  s h o u l d  b e  m a d e  a n y t i m e  a  t e m p e r a t u r e  i s  - l u e s t i o n e d .



D ig i t a l  Therm om eter S/N p*ol>« S/M - t f

NBS G la s s  Therm om eter S/N
P r e l im in a r y  tem p e ra tu re  checks: 

D e g r e e *  F 32.0 W5r0
I3 o .oi i  *. .A li ” J v 145.0

D i g i t a l  Therm om eter Reading
NBS G la s s  Therm om eter Reading 
( t o t a l l y  subm erged mercury column)

JZ .- .P

Or
NBS G la s s  Therm om eter Reading 
(subm erged to  75 d eg ree  mark on stem )

../Vfl __UA.

TC - C o r r e c te d  T em pera tu re —cu A-
Ambient T em p e ra tu re  74". fc

T em pe ra tu re  ch eck s  a f t e r  c a l i b r a t i o n :
D i g i t a l  Therm om eter Reading 37..1 1 3 1 , 7 *

NBS G la r e  Therm om eter R eading J n . p 131-'7 /H 7-
( t o t a l l y  subm erged m ercury column)

Or
NBS G la s s  Therm om eter Reading KJ A A JA k>A :
(subm erged to  75 deg ree  mark on stem )
TC - C o r r e c te d  T em pera tu re hJ A /U A _ ^ A

Ambient T em p e ra tu re  7£'.CJ
To c a l c u l a t e  th e  tem p e ra tu re  c o r r e c t i o n  f o r  th e  NBS g l a s s  therm om eter, 
u se  th e  fo l lo w in g  fo rm u la :
N o te : Use o n ly  i f  NBS g la s s  th e rm om ete r was n o t f u l l y  submerged.
TC - Tb +/- SC +/- S ic

Where: TC - C o r r e c te d  NBS g la s s  th e rm om e te r r e a d in g
Tb ■ T em pe ra tu re  re a d in g  o f  NBS g la s s  th erm om eter 
SC - Stem  c o r r e c t io n  in  d e g re e s  F f o r  am b ien t tem p e ra tu re  

e f f e c t s  on NBS g l a s s  th e rm om e te r 
S ic  - S tem  c o r r e c t io n  o b ta in e d  from  NBS g l a s s  therm om eter 

l a b o r a t o r y  t e s t  c e r t i f i c a t e

SC - 0.00009 x (Tb - 75) x (Tb - Ta)

Where: SC « Stem  c o r r e c t i o n  in  d e g re e s  F f o r  am b ien t tem pe ra tu re
e f f e c t s  on NBS g la s s  th e rm om e te r 

Tb - 75 ■ Number o f  th erm om eter s c a l e  d e g re e s  o f  m ercu ry  column n o t  
imm ersed in  th e  l i q u i d  -75 

Tb - T em pe ra tu re  re a d in g  o f  NBS therm om eter 
Ta - A verage am b ien t te m p e r a tu r e  re a d in g

Remarks: QAjtixbrra.<j. ter A. ALTm ix -\lcL j ____________
/ y A ^  ._________________________________________ ___________________________

p e r fo rm e d  b y  ( L u w y  • D a t e :  < / 2 - 0  /<?«£_______

u.. 9 d
Work 
W itn essed  by



S/20/88

P la t in u m  - RTOi H eat Probe

A ccu ra cy C heck s

R e f e r e n c e T em pera tu re R e fe r en c e T em pera tu re
32.00 d e g . F 131.80 d e g . F

P ro b e D i g i t a l D i g i t a l P rob e O ig i t a l D i g i t a l
Num bers T herm om eter Thermometer Numbers Thermometer Thermometer

*5353 *5354 AUG. D i f f . *5353 *5354 AUG.

OM-A 32.10 32.10 0.10 OM-A 131.95 131.95 0.15
OM-B 32.00 32.00 0.00 OM-B 131.80 131.75 -0.03
o n - i 32.10 32.00 0.05 OM-I 131.75 131.70 -0.08
OM-2 32.00 31.95 -0.03 OM-2 131.90 131.90 0.10
OM-3 32.10 32.10 0.10 OM-3 131.85 131.80 0.02
OM-4 NA NA NA OM-4 NA NA NA
OM-5 31 .90 31.90 -0.10 OM-5 131.80 131.80 0.00
OM-S 32.10 32.10 0.10 OM-B 132.00 132.05 0.22

PS-1 #9 31 .80 31 .80 -0.20 PS-1 *9 131.80 131.80 0.00

R e f e r e n c e  T em peratu re  
145.20 d e g . F

P r o b e D i g i t a l O ig i t a l
Num bers Thermomet e r Thermometer

SS353 *5354 AUG.

OM-A 145.40 145.35 0.18
OM-B 145.05 145.15 -0.10
OM-I 145.05 145.05 -0.15
OM-2 145.30 145.30 0.10
OM-3 145.20 145.20 0.00
OM-4 NA NA NA
OM-5 145.10 145.20 -0.05
OM-6 145.45 145.40 0.23

PS-1 *9 145.15 145.20 -0.02

P ro b e  SOM-4 w ent bad d u r in g  i t s  c h e c k ,  r e a d in g  a p p r o x im a te ly  4 d e g . F lo u  
a t  145 d eg  F and 2 deg F lo u  a t  32 d eg  F . T h ese  c h e ck s  u e r e  made a f t e r  
t h e  D i g i t a l  th e rm om eter s  u e r e  c a l i b r a t e d  and th e  e r r o r s  s h o u ld  be a p p l i e d  
d u r in g  u s e  u i t h  t h e  p a r t i c u l a r  p r o b e .



SYBROt' | Taylor

TAYLO R  INSTRUM ENT / CONSUM ER  RROOUCTJ WVIStON SYB R O N  CO RPO RATION  / AROEN. N C 2*704

REPORT OF CAL IBRAT ION

CERTIFIED PRECISION QUALITY___________
~  Type of Instrument

C o ta  log N o . 2 1 0 1 3  S e r ia l N o . ^ 5 F  2 54  1

Scale and Subdivision 122 to  176 F» 0 *2 0  F

FEATURES: T o ta l Imm e rs ion

Results of Tests

Reoding of 
Thermometer

Temperature
IPTS-68

Correction 
To Be Applied

3 2 .0 0 0 3 2 . 0 0 0 0 .
1 2 5 .0 0 0 1 2 5 .0 0 0 0 .
1 4 5 .0 0 0 1 4 5 .0 0 0 0 .
1 6 0 .0 0 0 1 6 0 .0 0 0 0 .
1 7 4 .9 8 0 1 7 5 .0 0 0 •*■0.020

If Ihe correction It +  the true temperature Is higher than the indicated temperature; if the correction is —  tha true tem­

perature Is lower than that Indicated temperature.

Tha following paragraph applies to thermometers with on Ice point. Tha tobulofad corrections apply provided the Ice-poinr 

reeding, taken otter exposure for not less then 3 days to s  temperature of about 25* C  (77* F) Is 3 2  • 0 0 0  H

the lc»-poInt reodJng It found to be higher (or lowar) than stated, alt other reodings will be h)/J"  m  lower) by the seme 

orocunt. If the thermometer Is used or tested of o given temperature shortly otter being heated to o higher temperature, 

on error of (minus) — 0.01" or less; for each 10* difference between the two temperatures, may be Introduced.

We hereby certify that this thermometer it calibrated by comparison to  "working standards" whose primary source of accuracy rests in 

platinum resistance thermometers calibrated by the National Bureau of Standards. Continuing accuracy is assured by periodically sub­

mitting our platinum resistance thermometers to the National Bureau of Standards. In addition, intermediete checks ere made against a 

tripio point of wetar cell, ■ fretting point of zinc cell, and a freezing point of tin call.

Dote 0 2 / 0 6 / 8 1  0 9»33 - *4 3
Recertified 4/5/32 No change



APPENDIX III

METER VOLUME CALCULATIONS

Gross Std Volume = Meter Pulses x CTL x CPL x MF
"K" fa c to r "'

Meter Factor (MF) = Volume o f Prover x CPSP x CTSP x CPLP x CILP
Meter Pulses „  totm „
"K" fa c to r x

Gross Standard Volume —  the actua l volume o f f lu id , a t standard temperature 
and pressure, which passed through the meter. This value times the fra c t io n a l 
percent o f sediment and water provides Net Standard Volume.

Meter Pulses - -  a series o f e le c tr ic a l pulses, generated by the meter, 
whose number is  propo rtiona l to the volume measured and vhose frequency 
is  p ro po rtio n a l to the flow  ra te .

CPSP - -  co rre c tio n fo r the e ffe c ts o f pressure on the shell, o f the prover.

CTSP —  co rre c tio n fo r the e ffe c ts o f temperature on the she ll o f the prover.

CPLP —  co rre c tio n fo r the e ffe c ts o f pressure on the liq u id  in  the prover.

CTLP —  co rre c tio n fo r the e ffe c ts o f temperature on the liq u id  in  the prover.

CPLM —  co rre c tio n fo r the e ffe c ts o f pressure on the liq u id  in  the meter.

CTLM —  co rre c tio n fo r the e ffe c ts o f temperature on the liq u id  in  the meter.

"K " fa c to r —  a number which, fo r a p a r t ic u la r meter, represents the uncorrected 
pulses per b a rre l.



TEMPERATURE & PRESSURE CORRECTION FACTORS FOR STEEL & CRUDE OIL

CPSP = 1 + P x I.D . Where:
-r- P = pressure - ps ig

Wt x (30 x 10 ) I.D . = in te rn a l diameter - in .
Wt = w a ll thickness - in .

(30 x 10^) = s te modulus o f e la s t ic i ty

CTSP = 1 + (Tp -60°)(18 .6 x 10“ 6) Tp = prover sh e ll
r temperature - °F 

(18.6 x 10” ) = s te e l expansion
c o e ff ic ie n t - per °F

CPL = 1 + PF

F = C(A + BT + _C_ + DT)

/ ° 2 = 141.5 x 0.999012
131.5 x API @ 60 “F

P = pressure - ps ig 
A = constant — 1.99470 
B *  - 0.00013427
C = - 0.79392
D = - 0.0023260

d w i s i f y  - g M / c t M . 3

C IL  =  e^ -ocj, A t  ( 1  = 0 . 8  oCp)j

= as above

oc =
ko + k j T 

(°? x  1 0 6

Ko = constant = 341.0957

Kl  =
=  0 . 0



APPENDIX IV A 

ARCOfs Prudhoe Oil Pool Meters at Pump Station //I

Total, corrected volume thru ARCO's meters on 6/30/90

07/01/90 00:03:52

METER SET • EE052Q LOG SUMMARY • ARCO

START.TIME 06/30/90 00:00:00\

STOP TIME 06/30/90 21:00:02

SET AYERAGE 

API 6E/60 TEMP (0E6E)(J15.^

S.G. TEMP 119.0 -PRES (PSIG) ̂ / T T )

Y.P. (PSIA) 10.28 VATER (I) 0.2

RET

V0I RST FE-052A • EE-052C EE-0520

START 3176680 • 3700672 25371756 23989965
STOP ‘

1
3771275 3909161 25567951 21179885

TOTAL 591595 208189' 196195 189920

METER METER CURREIT CALC IRSTR
ID

FE-052A 
•fE-052C 
f E-0520

PULSES

13767006
11370220
10171989

GROSS TOTALS 

1KSTR IET TOTAL

A-fACTR

201.15 ̂
205.28
207.53

GROSS q^GR0SS

211078 o' 211077 
201151 ^01155
195013^* 1 95010

G io  5" 
610512_____ 610512

c r t - M -  0‘4'r?S~f CCF '-0.̂ 73Q1

FLOW WEIGHTED AVERAGE

TEMP PRESS S.G. S.6.
OEEf PSIG 60/60 TEMP

119.5 67 0.8796 119.0
119.5 67 ' 0.8797 119.0
119.5 67 0.8796 119.0

\I



■ ■ jov-:r̂ "'

06/30/90 21:22:19

;

Meter Proof Report

ARCO Meter 52A

6/30/90
METER PROOF-REPORT 
METER 10 • •
PROOF TYPE

ARCO
FE*052A
AUTOMATIC

AVERAGE: AVERAGE:AVERAGE:

METER PRESS (PSIG) 65 PROVER PRESS (PSIG) 59 S.G. CORRECIEO 0.

METER TEMP (OEGF) 120.2 PROVER TEMP (OEGF) 120.3 S.G. RAW 0.8570

FLOV RATE (8PH) 8566 S.G. 1EMP (OEGF) 119.8

RUI L-R
V

'R-L
TOTAL
POISES

TRIAL 
i11 FACTOR

METER
PSIG

METER
TEMP

PROVER
PSIG

PROVER
TEMP

S.G.60 
. CORR

FLOW
RATE

1 15332 15331 30663 0.00189111 66 120.2 61 120.3 0.8797 8593
2 15332 15330 30662 0.00189153 66 120.3 61 120.3 0.8800 8589
3 • 15332 15330 30662 0.00189128 66 120.3 61 120.1 0.8800 8518
1 15330 15331 30661 0.00189133 61 120.1 55 120.2 0.8801 8511
5 15336 . .15330 30666 0.00189085 61 120.1 58 120.1 0.8803 8611

6S- 12 .0SOO&

ACTUAL OEVIATIOI WAS 0.0112 OF 5 COISECUTIYE RUKS OUT OF 
ALLOWABLE OEVIATIOI 0.0201

5 TOTAL RUIS.

PROVER BASE VOLUME I I SSLS (SV 1-2) 
PROVER VOL. CORR FOR TEMP AIO PRESS 
AVERAGE METER PULSES PER RUI 
AVERAGE METER PULSES PER RUI 
(CORRECTED FOR PRESS I TEMP)
AVERAGE METER FACTOR (I6LS PER PULSE) 
TRAISMITTED I FACTOR (PPB)
FACTOR FROM PREVIOUS PROOF 
FACTOR FROM METER CURVE 
DIFFEREHCE FROM METER CURVE

119.80676
116.01506
30662.8
29852.7

PROVER:
CTSP60 * 1.00112 
CPSPR * 1.00009 
CPLPR • 1.00033 
CTLP60 ■ 0.97319

OJO i8i l 2

—̂ 2Tll.ll 
201.53 

0.0 1 1

METER:
CPLM60 * 1.00036 ̂  
CTLM60 • 0.97323 ̂

M F  - P % P  K j c L Q J h



Meter Proof Report

ARCO Meter 52C

86/30/90 22:57:23 6/30/90

BETER PROOF REPORT * ARCO 
BETER 10 * FE-052C
PROOF TYPE AUTOBATIC

AVERAGE: . AVERAGE: AVERAGE:

PIETER PRESS (PSIG) 66 PROVER PRESS (PSIG) 64 S.G. CORRECTED 0. 8790

BETER TEBP (OEGF) 122.4 PROVER TEBP (OEGF) 122.1 S.G. RAV 0.8551

FLOW RATE (8PH) 7175 S.G. TEBP (OEGF) 121.5

Rill
—  _ TOTAL TRIAL BETER BETER PROVER PROVER S.G.60 FlOU

L-R R-L PULSES 1/A FACTOR PSIG TEBP PSIG TEBP CORR RATE

1 5398 15396 30794 0.00487117 65 120.5 62 120.3 0.8775 7176
15397 15399 30796 0.00487140 66 121.7 64 121.3 0.8784 7176
1 5398 1 5400 30798 0.00487092 65 122.6 62 122.3 0.8790 7166
15397 15394 30791 C.00487210 66 123.3 63 123.0 0.8793 7168
15399 15394 30793 0.00487140 68 123.7 66 123.6 0.8807 7187

^ 7 9 6  6 f 2£,<f 6 5 / Z 2 , i . 3 7 S 9 8

ACTUAL OEVIATIOI VAS 0.0241 OF 5 COISECUTIVE RUIS OUT OF 
ALLOVAILE OEVIATIOI 0.025!

8 TOTAL SHIS.

PROVER IASE VOLUBE II BBLS (SV 1-2) 
PROVER VOL. CORR FOR TEBP AIO PRESS 
AVERAGE BETER PULSES PER RUI 
AVERAGE BETER PULSES PER RUI 
(CORRECTED FOR PRESS I TEBP)
AVERAGE BETER FACTOR (88LS PER PULSE) 
TRAISBITTED A FACTOR (PP8)
FACTOR FROB PREVIOUS PROOF 
FACTOR FROB BETER CURVE 
OIFFEREICE FROB BETER CURVE

149.80676
145.89474
30794.4
29949.1

0,0048714
JOSjT
205.36 
205.54 
0.131

PROVER:
CTSP60 « 1.00116 
CPSPR * 1.00010 
CPLPR * 1.00036 
CTLP60 » 0.97232

BETER:
CPLB60 ■ 1 .00037 
CTLB60 ■ 0.97219 ^



m

11/38/51 22:24:30

flETER PROOF REPORT 
HETER II - 
PROOF TfPE

Meter Proof Report

ARCO Meter 52D

6/30/90

r-V'

ARCS
fE-0S20 
lUTOPIATIC

AVERAGE: AVERAGE:

HETER PRESS (PSIG! 66 PROVES PRESS (PSIG) 60 S.6. CORRECIEO

BETER T'tflP (OEGF) 116.6 PROVER TIfiP (OEGF) 119.6 S.S. RAV

FLOV RITE (IPH) 7862

AVERAGE:

0.8797 

0.8668

S.G. TEBP (OEGF) 119.1

RUI L-R R-L
TOTAL
PULSES

TRIAL 
1/1 FACTOR

flETER
PSIG

METER 
TEflP .

PROVER
PSIG

PROVER
TEflP

S.G.60 FLOV 
CORR RATE

3 15564 15565 31129 O.OOA81827 66 119.5 62 119.4 0.8777 7861
4 15564 15564 31128 0.00481830 66 119.7 61 119.7 0.8805 7850
5 15562 15560 31122 0.00481917 67 119.6 62 119.6 0.8807 7834
6 15567 1 5560 31127 0.00481830 64 119.4 58 119.4 0.8796 7829
7 15565 15560 31125 0.00481861 65 119.3 59 119.3 0.8801 7885

3M24.1£ in-S ’ £ 0 •S' . 0 7 7 7 2 ,
ACTUAL OEVIATIOI VAS 0.019S OF 5 C0ISECUT1VE RUIS OUT Of 7 TOTAL RUIS. •2 ^ 3  r
ALLOVAILE OEVIATIOI 0.0201 -

PROVER IASE VOLUME II 88LS (SV 1*2) 
PROVER VOL. CORR FOR TEBP AID PRESS 
AVERAGE BETER PULSES PER RUI 
AVERAGE flETER PULSES PER RUI 
(CORRECTED FOR PRESS I TEflP)
AVERAGE flETER FACTOR (liLS PER PULSE) 
TRAISBITTEO i FACTOR (PPI)
FACTOR FROB PREVIOUS PROOF 
FACTOR FROB flETER CURVE 
OIFFEREICE FROB flETER CURVE

149.80676 
146.06416 
31126.2 
30312.9

PROVER:
CTSP60 ■ I . 00111 
CPSPR • 1.00009 
CPLPR « 1.00034 
CTLP60 » 0.97352

flETER: f t  h
CPLA60 » 1.00036 ̂  
CTLB60 • 0.97352 "

l  - p s



BPX's Prudhoe O il Pool Meters a t Pump S ta tion 91

Tota l corrected volume thru BPX 
meters on 6/30/90 

» *

APPENDIX IV B

07/01/90 00:03:46

flETER SET * FE0510 LOG SUIII1W > IPX

STURT TIME 06/30/90 00:00:00

STOP TIME 06/30/90 24:00:0?

SET

SOI RST FE-051A FE-0518 FE-0510

START
STOP

44289880
15009022

20883230
21120554

20354082
20585965

1498152
1748093

TOTALi 719142 237324 231883 249941

METER flETER CURREST CALC 1SSTR
; 10

FE-051A
FE-051S
FE-0510

GROSS TOTALS

PULSES I-FACT8
7.0

203.64
3,6"T 

7-°7

205.22
206.50

GROSS GROSS

244401A* *744 408 
238799 ’ 38805
257405 ̂  257403

V
740616

740608 ____ 740616

SET AVERAGE

29.3 )lEHP (0EGEJ__12StAPI 60/

S.G. TEflP 125.2 PRES (PSIG)

/.P. |PS 1A) 11.41 VATER (X) 0.4

C P i h -  I r O o O S ' t  

C  T£-M - O .3 >707£
cep 2 < ^ 9 7 / d . r

flOV VEItniEt AVERAGE

TEflP PRESS S.G. S.G.
OEGF PSIG 60/60 ’ TEflP

125.8 6G 0.8797 125.2
125.8 60 0.8797 125.2
125.8 60 0.8797 125.2



B6/30/^TQ:10|43_

flETER P809F REPORT • IPX 
AETER 10 • FE-051A
PlOOf TYPE AUTOflATIC

Meter Proof Report

BPX Metal 51A

6/30/90

AVERAGE: 

flETER PRESS (PSIG) 60

flETER TEflP (OEGF) 129.9

FLOV RATE (IPH) 10335

AVERAGE:

PROVER PRESS (PSIG) 53

PROVER TEflP (OEGF) 129.9

AVERAGE:

S.6. CORRECTEO 0. 8806

S.G. RAV 0.8538

S.G. TEflP (OEGF) 129.3

RUI L-R R-L
TOTAL
PULSES

TRIAL 
1/K FACTOR

flETER
PSIG

flETER
TEMP

PROVER
PSIG

PROVER
TEflP

S.G.60 
CORR

FLOV
RATE

6 1 5268 15267 30535 0.00491261 61 130.1 54 130.1 0.8314 10349
7 15266 .. 15265 30531 0.00491326 61 130.1 54 130.1 0.8807 10325

•  8W  9
15268 15265 30533 0.00491296 60 129.9 53 129.9 0.8804 10343
15268 15265 30533 0.00491296 61 129.8 53 129.8 0.8803 10368

10 1 5268 15263 30531 0.00491320 60 129.6 52 129.6 0.8835 10290

. 6 1 /2 <M  S3 0 .5 0 ° G>fc

ACTUAL OEVIATIOI VAS 0.0131 Of 5 COISECUTIVE RUIS OUT OF 10 TOTAL RUIS. 29 r) 7
ALLOWABLE OEVIATIOI 0.0201

PROVER IASE VOLUME I I BBLS (SV 1-2) 149.80676 PROVER:
PROVER VOL. CORR FOR TEflP AID PRESS 145.39465 CTSP60 • 1.00130
AVERAGE NETER PULSES PER RUI 30532.6 " CPSPR • 1.00008
AVERAGE NETER PULSES PER RUI 29593.7 CPLPR » 1.00030
(CORRECTEO FOR PRESS 1 TEflP) CTLP60 • 0.96892
AVERAGE flETER FACTOR (88LS PER PULSE) 
TRAISNITTEO I FACTOR (PP6) y

o j i fm nn 
(C 2 0 3M J flETER:

CPLH60 * 1.00034FACTOR fROfl PREVIOUS PROOF
FACTOR FROfl flETER CURVE 203.74 CTIH60 « 0.96892 /
DIffEREICE FROM flETER CURVE 0.10S

Ah F - P S P  '  (203.!



'flETER PROOF REPORT - IPX 
flETER ID • FE-0511
PROOF TTPE AUTOflATIC

Meter Proof Report

BPX Meter 51B

6/30/90

AVERAGE: • AVERAGE: ’ AVERA6E:

flETER PRESS (PSIG) 60 PROVER PRESS (PSIG) 51 S.6. CORRECTED 0.8804

flETER TEflP (OEGF) 128.9 PROVER TEflP (OEGF) 128.9 S.G. RAV 0.8539 •

FLOV RATE ‘ (BFH) 10297 S.G. TEflP (OEGF) 128.4

TOTAL TRIAL 1AETER flETER PROVER PROVER S.G.60 FLOV
RUI L-R R-L PULSES I/ I FACTOR PSIG TEflP PSIG TENP. CORR RATE

1 15394 15390 30784 0.00487276 60 129.0 51 129.0 0.8812 10305
2 15392 15388 30780 0.00487340 60 129.0 51 129.0 0.8807 1 0270
3 15391 15393 30784 0.00487275 60 128.9 52 128.9 0.8800 10265
4 15393 15391 30784 0.00487270 60 128.9 51 128.9 0.8802 10366
5 15392 15393 30785 0.00487254 61 128.8 51 128.8 0.8800 10280

6o 51 / I S . ?  d ff lo Z l
ACTUAL OEVIATIOI VAS 0.0181 OF 5 COISECUTIVE RUIS OUT OF 
ALLOVAILE OEVIATIOI 0.0201

5 TOTAL RUIS.

PROVER IASE VOLUflE II OILS [SV 1-2} 
PROVER VOL. CORR FOR TEflP AIO PRESS 
AVERAGE flETER PULSES PER RUI 
AVERAGE flETER PULSES PER RUI 
(CORRECTED FOR PRESS I TEflP)
AVERASE flETER FACTOR (BBLS PER PULSE) 
TRAISfllTTED I FACTOR (PP8) '•
FACTOR FROfl PREVIOUS PROOF 
FACTOR FROfl flETER CURVE 
8IFFEREICE FROfl flETER CURVE

149.80676 
145.45/66 
30783.4 '  
29850.7

205.22
?85T2f
205.21
0.821

PROVER:
CTSP60 * 1.00128 
CPSPR • 1.00008 
CPLPR * 1.00029 
CTLP60 * 0.96937

flETER:
CPLA60 * 1.00034 ^  
CTLA6Q * 0. 96937 ̂



pWW ' 'V,, "* : ** ' ♦#»•*'.

36/3^121:01:09

(IETER PROOF REPORT • (PI 
flETER 10 - FE-0510
PROOF TYPE AUTOflATIC

■j-* :.,>•••. ».

Meter Proof Report 

BPX Meter 5ID 

6/30/90

AVERAGE:

AFTER PRESS (PSIS) 60

flETER TEAP (OEGF) 128.7

FLOY RATE (IPK) 10382

AVERAGE: AVERAGE:

PROVER PRESS (PSIG) 51 S.G. CORRECTEO 0.8802

PROVER TEAP (OEGF) 128.7 S.G. RAY 0.8538

S.G. TEAP (OEGF) 128.1

9

TOTAL TRIAL AETER AETER PROVER PROVER S.G.60 FLOV
RUI L-R R-L PULSES 1/1 FACTOR PSIG TEAP PSIG TEAP CORR RAIE

3 • 15190 15(89 30979 0.00(8(208 61 128.8 53 128.8 0.8799 10316
A 15186 15(89 30975 0.00(8(269 61 • 128.6 53 128.6 0.879( 10(02
5 15(88 15(87 30975 0.00(8(275 61 128.6 55 128.6 0.8806 10(23
6 15(91 15(87 30978 0.00(8(228 60 128.7 53 128.7 0.8805 103(7
7 15(89 * 15(85 3097( 0.0048(293 60 128.9 5( 128.9 0.8807 10(25

• .•z.
£> i [rL%ri 1 * 3 . 7 0 ,8  80*2.^

ACTUAL OEVIATIOI YAS 0.0171 OF 5 COISECUTIVE RUIS OUT OF 1 TOTAL RUIS.
0.020S

'PROVER IASE VOLUAE I I IILS (SV 1-2) 
PROVER VOL. CORR FOR TEAP AID PRESS 
AVERAGE AETER PULSES PER RUI 
AVERAGE AETER PULSES PER RUI 
(CORRECTEO FOR PRESS A TEAP)
AVERAGE AETER FACTOR (B6LS PER PULSE) 
TRAISAITTEO K FACTOR (PPI)
FACTOR FROA PREVIOUS PROOF 
FACTOR FROA AETER CURVE 
OIFFEREICE FROA AETER CURVE

1(9,80676 PROVER:
145.(6800 CTSP60 « 1.00128
30976. 2 ' CPSPR « 1.00008
30039.5 CPLPR * 1.00031 

CTLP60 * 0.969(2
0 . 00j 8i i 6

AETER:
206.51 CPLA60 • 1.00035
206.33 CTLA60 ■ 0.969(2
0.081

r  o « .r

=  ( Z o G . 5 0 l )



APPENDIX V

L is t in g  o f Some o f the Metering Problems Found by AOGCC Personnel

General Ccmnents

A t sane o f the Cook In le t area LACT f a c i l i t i e s , meter maintenance is  la x a t 
times. When contacted by AOGCC regard ing metering, the operators are very 
responsive.

On the North Slope, the metering system o r ig in a l ly  in s ta lle d  a t PS//1 pushed 
"s ta te -o f- th e -a r t" to new l im its . While the equipment was e xce lle n t, i t  was no t 
being operated p rope rly —  perhaps the maintenance was h igher than envisioned.
In  ea rly to mid-1981, Alyeska set up a separate measurement group. Since then 
we have had good cooperation from Alyeska, and major metering problems have been 
v ir tu a l ly  non -ex is ten t.

ARCO has estab lished a Kuparuk R iver U n it measurement group and a Prudhoe Bay 
measurement group. BPX has a measurement group fo r the End ico tt F ie ld .

We believe tha t the LACT fa c i l i t i e s  a t the North Slope f ie ld s  have exce llen t 
equipment, and are being used and maintained properly .

McArthur R ive r F ie ld

09/20/79 - found th a t data had been changed on the meter proving repo rt form 
a fte r i t  was signed by our inspecto r.

11/80 - in s is te d th a t Cook In le t P ipe lin e Company use the API tab les 5A and 6A 
fo r co rrec tion o f g ra v ity  and temperature o f the f lu id , re sp e c tive ly .

07/07/90 - an in co rre c t pressure co rre c tio n fa c to r was used in  the meter fa c to r 
ca lcu la tio n . A corrected measurement t ic k e t has been issued.

Middle Ground Shoal

01/22/79 - found e rro r in  ca lcu la tio n o f one o f S he ll's LACT meters.

01/16/80 - le t te r to She ll regarding inadequate meters.

06/03/82 - an AOGCC inspecto r found the is o la t io n  block va lve leak ing which
re su lts in  in co rre c t meter fa c to rs .

06/25/84 - le t te r to She ll in s is t in g  th a t they maintain th e ir meters in  good 
re p a ir .
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02/22/79 - contacted ARCO regard ing e r ra t ic  meter fa c to rs . ARCO was not 
concerned. As a re s u lt , we se t an ac tion l im i t o f 0.0025 between successive
meter fa c to rs . The temperature compensator was found to be worn.

03/31/81 - found tha t ARCO used the wrong master meter fa c to r.

09/17/81 - our inspector noted th a t the ATG compensator was 0-150°F, the o i l
being metered was 160 °F. They changed the temperature compensator.

04/14/82 - found tha t ARCO was no t using a co rre c tion fa c to r fo r the pressure o f
the liq u id . They agreed, even tua lly , and s ta rte d using i t .

08/18/83 - found tha t the new master meter curves were in v a lid  due to  numerous 
e rro rs . ARCO had the meters reproved.

E nd ico tt O il F ie ld

09/88 - we to ld  BP tha t fo r the period February 17 through August 16, 1984, they
had a problem w ith metering software . The co rre c tio n involved an increase o f
396 ba rre ls .

ARCO's Crude Oil Topping Plant - Prudhoe Bay Field

Kuparuk R iver F ie ld

08/04/83 - le t te r frcm ARCO th is  date s ta tin g they agreed w ith us th a t in co rre c t 
meter fac to rs had been used a t s ta rtu p o f the f ie ld . They adjusted Kuparuk 
production upward by 21,305 b a rre ls .

03/13/85 - le t te r to ARCO po in tin g out th a t they had been using in co rre c t meter 
fa c to rs on February 27 due to negligence on ARCO's p a r t. Our le t te r resu lted in  
a meeting which brought about m inor changes in  metering procedure to improve 
r e l i a b i l i t y .

04/26/89 - le t te r to ARCO concerning use o f in co rre c t average pressure and 
temperature co rrec tion fa c to r fo r  liq u id s fo r meter p roo f repo rts .

M ilne Poin t U n it

During the engineering phase o f th is  p ro je c t, I  was asked by Conoco to  look a t 
th e ir proposed metering f a c i l i t i e s . I  requested some changes in  the computer 
p r in to u t, and ins is ted they add equipment to preserve the meter pulses in the 
event o f a power and/or computer fa i lu re .

On 11/07/85, fo r reasons unknown, the computer was "zero-ed" causing a loss o f 
data . The on-skid gross (pulse) to ta l iz e r was used to a rr iv e a t the day's 
throughput. We were ve rb a lly thanked fo r requ ir in g the "power-o ff" pulse 
to ta l iz e r .
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Prudhoe O il Pool

06/12/81 - ca lle d A lyeska 's a tte n tio n to  a d iffe re n ce in  value o f the API 
g ra v ity  l is te d  on the measurement t ic k e t vs . the g ra v ity  used fo r meter fa c to rs . 
This was correc ted .

07/07/81 - a t our Ins is tence , Alyeska decided to make the o i l q u a lity te s t p r io r 
to prov ing so the same API g ra v ity va lve would be used fo r meter fa c to r ca lcu la ­
tio n s as would be reported on the run t ic k e ts .

09/26/83 - ca lle d A lyeska 's a tte n tio n to  a discrepancy between the API g ra v ity 
value used fo r metering vs. tha t used in  the meter fa c to r ca lcu la tions . They 
found the API g ra v ity  analyzer needed re p a ir .
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QUANTITY AND QUALITY MEASUREMENTS 
OF CRUDE OIL AND GAS IN TEE STATS OF ALASKA

I . QUESTIONS OF CONCERN

Do q u a n t i t y  a n d  q u a l i t y  d e t e r m i n a t i o n s  o f  ANS c r u d e  o i l  
p r o d u c e d  a n d  t r a n s p o r t e d  m e e t  t h e  a c c u r a c y  r e q u i r e m e n t s  
o f  a l l  p a r t i e s  t o  c u s t o d y  t r a n s f e r ?

Do a l l  p a r t i e s  t o  c u s t o d y  t r a n s f e r  h a v e  a d e q u a t e  a s s u r a n c e  
t h a t  s t a n d a r d  m e t h o d s  a r e  b e i n g  e m p l o y e d  a n d  t h e  r e s u l t s  
a r e  v a l i d ?

A r e  m e a s u r e m e n t s  d a t a  b e i n g  c o l l e c t e d ,  p r o c e s s e d ,  a n d  
r e p o r t e d  i n  a  f o r m  t h a t  c a n  b e  s u b s t a n t i a t e d  and i s  
a p p r o p r i a t e  f o r  v a r i o u s  r e v e n u e  d e t e r m i n a t i o n s ?

A r e  i m p r o v e m e n t s  i n  m e a s u r e m e n t  s y s t e m s  a n d  d a t a  a c q u i s i t i o n  
w a r r a n t e d  a n d  e c o n o m i c a l l y  j u s t i f i a b l e ?

I I .  INTRODUCTION AND SCQPB

T h e s e  a r e  e x t r e m e l y  s e n s i t i v e  q u e s t i o n s  g i v e n  t h e  c o m p e t i t i v e  n a t u r e  o f  
t h e  p e t r o l e u m  i n d u s t r y  a n d  t h e  o f t e n  a d v e r s a r i a l  r e l a t i o n s h i p  b e t w e e n  
t h e  i n d u s t r y  a n d  t h e  S t a t e  o f  A l a s k a .  T h e r e  a r e  no q u i c k  a n d  e a s y  
a n s w e r s ,  b u t  t h e r e  a r e  s a y s  t o  r e d u c e  t h e  f r i c t i o n  g e n e r a t e d  by  t h e s e  
i s s u e s .  K i t h  o v e r  f o u r  b i l l i o n  d o l l a r s  i n  o u t s t a n d i n g  l i t i g a t i o n  
b e t w e e n  t h e  p e t r o l e u m  i n d u s t r y  a n d  t h e  S t a t e ,  t h e r e  i s  o b v i o u s l y  r o o m  
C o r  i m p r o v e m e n t .

P e t r o l e u m  m e a s u r e m e n t s  i s  a  c o m p l e x  s u b j e c t ,  and o n e  i n  w h i c h  
t e c h n o l o g y  h a s  a d v a n c e d  f a r  b e y o n d  t h e  c o m p r e h e n s i o n  o f  a l l  e x c e p t  
t h o s e  d e d i c a t e d  t o  t h e  s u b j e c t .  T e c h n o l o g i c a l  a d v a n c e s  i n  
i n s t r u m e n t a t i o n ,  d a t a  a c q u i s i t i o n ,  a n d  c o m p u t e r  s c i e n c e s  h a s  g r e a t l y  
e n h a n c e d  m e a s u r e m e n t s  c a p a b i l i t i e s .  Th e  b e n e f i t s  a r e  g r e a t  i f  
a p p r o p r i a t e  a p p l i c a t i o n s  o f  t e c h n o l o g y  a r e  c o r r e c t l y  e m p l o y e d .  I f  n o t ,  
we a r e  s i m p l y  d e l u d e d  b y  f a i t h  i n  a  " b l a c k  b o x ” a nd  h a v e  o n l y  g a i n e d  
t h e  c a p a b i l i t y  t o  m a k e  m i s t a k e s  mu c h  f a s t e r .

A l l  p e t r o l e u m  r e v e n u e s ,  f o r  b o t h  i n d u s t r y  a n d  S t a t e ,  a r e  d e r i v e d  f r o m  
q u a n t i t y  a n d  q u a l i t y  m e a s u r e m e n t s .  M e t h o d s  o f  v a l u e  d e t e r m i n a t i o n  a n d  
f i n a n c i a l  a c c o u n t i n g ,  t h o u g h  i n t i m a t e l y  r e l a t e d ,  a r e  e v e n  m o r e  c o m p l e x  
a n d  s e n s i t i v e  s u b j e c t s .  T h e  r e q u i r e m e n t s  o f  t h e s e  s u b j e c t s  d e t e r m i n e  
" w h a t " ,  " w h e r e " ,  " w h e n " ,  a n d  " h o w "  v o l u m e  m e a s u r e m e n t s  m u s t  b e  ma d e .  
H o w e v e r ,  f o r  t h e  s a k e  o f  s i m p l i c i t y ,  t h e  s c o p e  o f  t h i s  t e s t i m o n y  i s  
l i m i t e d  s t r i c t l y  t o  q u a l i t y  a n d  q u a n t i t y  m e a s u r e m e n t s .  A b a s i c  
k n o w l e d g e  o f  how t h e  v a l u e  o f  c r u d e  o i l ,  t a r i f f s ,  r o y a l t i e s ,  q u a l i t y  
b a n k  p a y m e n t s ,  a n d  t a x e s  a r e  d e t e r m i n e d  i s  e s s e n t i a l  i n  a n a l y z i n g  a n d  
u n d e r s t a n d i n g  v o l u m e  m e a s u r e m e n t s .
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ZZZ. PERSPECTIVES

I f  t h e s e  i s s u e s  a r e  t o  b e  r e s o l v e d ,  i t  i s  i m p e r a t i v e  t h a t  t h e  d i f f e r e n t  
p e r s p e c t i v e s  b e  w e l l  d e f i n e d  a n d  a n d  t h e  m i s s i o n  o f  e a c h  i n t e r e s t e d  
p a r t y  r e s p e c t e d  a n d  u n d e r s t o o d .

Z1Z. 1 The Industry ' $ Perepeotive:

T h e  p u r p o s e  o f  t h e  o i l  a n d  g a s  i n d u s t r y  i s  t o  d i s c o v e r ,  p r o d u c e ,
t r a n s p o r t ,  a n d  r e f i n e  t h e s e  S t a t e  r e s o u r c e s  t o  m e e t  e n e r g y  r e q u i r e m e n t s
i n  A l a s k a  a n d  t h e  r e s t  o f  t h e  n a t i o n  a n d  w o r l d .  F u r t h e r m o r e ,  t o  m o v e
c r u d e  a n d  r e f i n e d  p r o d u c t s  t o  m a r k e t  i n  a  c o s t  e f f e c t i v e  m a n n e r  t h a t
i s  s a f e  f o r  p e o p l e  a n d  t h e  e n v i r o n m e n t .  R h e t h e r  t h i s  m i s s i o n  i s  b e i n g  
a c c o m p l i s h e d  may  b e  a r g u a b l e  f r o m  o t h e r  p e r s p e c t i v e s ,  b u t  a t  l e a s t  i t  
i s  n e l l  d e f i n e d .

I n d u s t r y  p r o f e s s i o n a l s  t a k e  g r e a t  p r i d e  i n  t h e  a c c u r a c y  o f  m e t e r
s y s t e m s  a n d  r e p o r t e d  v a l u e s .  A s u b s t a n t i a l  i n v e s t m e n t  i s  p u t  i n t o  t h e s e  
s y s t e m s  b e c a u s e  t h e y  a r e  t h e  c a s h  r e g i s t e r  o f  t h e  b u s i n e s s .  A d v a n c e d  
t e c h n o l o g y  i s  e m p l o y e d  t o  p r o d u c e  t h e  m o s t  a c c u r a t e  r e s u l t s  p o s s i b l e ,
a n d  e v e r y  a t t e m p t  i s  m a d e  t o  m e e t  o r  e x c e e d  i n d u s t r y  s t a n d a r d s  a s  s e t
f o r t h  b y  API ,  ASTH, I S O  a n d  o t h e r  i n t e r n a t i o n a l  s t a n d a r d s  s e t t i n g  
o r g a n i z a t i o n s .

M e a s u r e m e n t s  w i t h i n  t h e  A l a s k a n  o i l  a n d  g a s  n e t w o r k  i s  a  c o m p l e x  t a s k .  
T h e  p r o d u c t  v a r i e s  w i d e l y  i n  q u a l i t y  a n d  c o m e s  f r o m  a  n u m b e r  o f  
d i f f e r e n t  f i e l d s  a n d  p r o d u c t i o n  c o m p a n i e s ,  e a c h  w i t h  d i f f e r e n t
a c c o u n t i n g  r e q u i r e m e n t s .  E a c h  p r o d u c e r  h a s  t h e  r e s p o n s i b i l i t y  o f
m e a s u r i n g  q u a l i t y  a n d  q u a n t i t y  f o r  c u s t o d y  t r a n s f e r  f r o m  t h e  p r o d u c i n g
l e a s e s  t o  t h e  t r a n s p o r t i n g  c a r r i e r .  T h i s  d a t a  a n d  t h e  w e l l h e a d  p r i c e ,
b y  n e t - b a c k  a c c o u n t i n g  f r o m  t h e  r e f i n e r y  g a t e  p r i c e ,  d e t e r m i n e s
o w n e r s h i p  v a l u e  a n d  q u a l i t y  b a n k  p a y m e n t s .  D a t a  i s  a l s o  r e p o r t e d  t o  t h e  
S t a t e  o f  A l a s k a  f o r  d e t e r m i n a t i o n  o f  r o y a l t y  s h a r e s  a n d  t a x  l i a b i l i t y .  
A l l  p r o d u c t i o n  i s  t h e n  i n t e g r a t e d  i n  t h e  TAPS s y s t e m  f o r  t r a n s p o r t  t o  
V a l d e z .  T h e  o p e r a t o r s  o f  t h e  TAPS  s y s t e m  h a v e  t h e  r e s p o n s i b i l i t y  t o  a l l  
p r o d u c e r s ,  o w n e r s ,  a n d  t h e  S t a t e  o f  A l a s k a  t o  m e a s u r e  q u a l i t y  a n d  
q u a n t i t y  o f  t h e  c o m b i n e d  i n p u t  a n d  o u t p u t  f o r  d e t e r m i n a t i o n  o f  
t r a n s p o r t a t i o n  a n d  o p e r a t i n g  c o s t s ,  t a x e s ,  t a r i f f s ,  a n d  c u s t o d y  
t r a n s f e r  f r o m ,  a n d  b a c k  t o  t h e  s e p a r a t e  o w n e r s .

I I I .  2 The S t i t t '  a Porapaotiva:

T h e  S t a t e  h a s  a  d u a l  p u r p o s e ,  t w o  h a t s  t o  w e a r .  I n  o n e  h a n d  i s  t h e  
p o l i c e m a n ' s  h a t .  I t  i s  t h e  S t a t e ' s  r e s p o n s i b i l i t y  t o  m o n i t o r  a n d  p o l i c e  
t h e  i n d u s t r y  i n  t h e  b e s t  i n t e r e s t  o f  t h e  A l a s k a n  p e o p l e  a n d  
e n v i r o n m e n t .  I n  t h e  o t h e r  h a n d  i s  t h e  h a r d - h a t  o f  a n  o i l  p r o d u c e r .  T h e  
S t a t e  r e c e i v e s  a p p r o x i m a t e l y  25% o f  t h e  w e l l h e a d  v a l u e  o f  t h e  o i l  i n  
t a x e s  a n d  r o y a l t y  p a y m e n t s  b o t h  i n - k i n d  a n d  i n - v a l u e .  I t  i s  a l s o  t h e  
S t a t e ' s  r e s p o n s i b i l i t y  t o  m a x i m i z e  t h e  b e n e f i t s  o f  t h e s e  r e v e n u e s  f o r  
t h e  p e o p l e  a n d  e n v i r o n m e n t  o f  A l a s k a .  T h e  p r i o r i t y  o f  t h i s  p a r a d o x i c a l  
m i s s i o n  i s  n o t  a l w a y s  w e l l  d e f i n e d  a n d  v a r i e s  w i t h  t h e  p o l i t i c a l  
c l i m a t e  a s  d e t e r m i n e d  a t  t h e  p o l l s .

'
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T h e  S t a t e  o f  A l a s k a  h a s  i n t e r e s t s  a n d  o b l i g a t i o n s  s i m i l a r  t o  
i n d u s t r y ' s ,  a s  a  p a r t y  t o  c u s t o d y  t r a n s f e r ,  b u t  R i t h  a l l  e i g h t  
i n d i v i d u a l  p r o d u c e r s  a n d  t h e  c a r r i e r s ,  n o t  j u s t  o n e .  T h e  S t a t e  h a 3  t h e  
a d d e d  r e s p o n s i b i l i t y  o f  a c c o u n t i n g  f o r  q u a l i t y  a n d  q u a n t i t y  
m e a s u r e m e n t s  b y  t h e  v a r i o u s  r e q u i r e m e n t s  o f  s e v e r a l  S t a t e  a g e n c i e s ,  
DOR, DHR, DEC, a n d  o t h e r s .  R o y a l t y  p a y m e n t s  a r e  m a d e  i n - v a l u e  ( d o l l a r s )  
a n d  i n - k i n d  ( o i l ) .  C u s t o d y  t r a n s f e r  o f  i n - k i n d  p a y i e n t s  i s  ma d e  b o t h  
x i t h i n  t h e  S t a t e  t o  l o c a l  r e f i n e r s  a n d  o u t s i d e  t h e  S t a t e .  R e g u l a t i o n s  
a n d  t a r i f f s  o f  i n t r a - S t a t e  o i l  i s  g o v e r n e d  by  t h e  APUC, x h i l e  i n t e r ­
s t a t e  r e g u l a t i o n s  a n d  t a r i f f s  a r e  g o v e r n e d  b y  FERC.

T h e  a d d e d  c o m p l e x i t i e s  o f  v a r i o u s  t a x  l e g i s l a t i o n  a n d  r e g u l a t i o n  make  
i t  a b u n d a n t l y  c l e a r  t h a t  t h e  S t a t e  h a s  m a n y  d i v e r s e  i n t e r e s t s  i n  b e i n g  
a s s u r e d  t h a t  t h e  r e p o r t e d  q u a l i t y  a n d  q u a n t i t y  v a l u e s  o f  o i l  a n d  g a s  
a r e  v a l i d ,  a s  a c c u r a t e  a s  p o s s i b l e ,  a n d  s t a n d a r d i z e d .  T h e  S t a t e  h a s  
t a s k e d  t h e  O i l  a n d  G a s  C o n s e r v a t i o n  C o m m i s s i o n  R i t h  t h i s  
r e s p o n s i b i l i t y ,  a l o n g  R i t h  many  o t h e r  d u t i e s .  V o l u m e  m e a s u r e m e n t s  i s  a n  
i n t r i c a t e ,  s p e c i a l i z e d ,  a n d  h i g h l y  t e c h n i c a l  f i e l d .  I t  i s  h a r d  t o  
i m a g i n e  t h e  C o m m i s s i o n  a c c o m p l i s h i n g  t h i s  t a s k ,  i n  c o n j u n c t i o n  R i t h  
o t h e r  d u t i e s ,  t o  t h e  s a t i s f a c t i o n  o f  a l l  p a r t i e s  i n v o l v e d  x i t h o u t  t h e  
r e s o u r c e s ,  e x p e r t i s e ,  a n d  t e c h n o l o g y  o f  c o n t e m p o r a r y  m e a s u r e m e n t s
p r o f e s s i o n a l s .

IV.  S P EC I F I C  CONCERNS AND RECOMMENDATIONS

IV .1 V a lid ity  assuranoe of reported measurements data:

No m a t t e r  hoH R e l l  t h e  i n d u s t r y  m e t e r s  o i l  a n d  g a s ,  a l l  p a r t i e s  t o  
c u s t o d y  t r a n s f e r ,  i n c l u d i n g  t h e  S t a t e  o f  A l a s k a ,  h a v e  t h e  r i g h t  t o  
m a x i m i z e  t h e i r  a s s u r a n c e  t h a t  r e p o r t e d  q u a l i t y  a n d  q u a n t i t y  d a t a  a r e  
v a l i d .  T h e  A l a s k a n  c r u d e  o i l  n e t R o r k  c o n t a i n s  t x o  t y p e s  o f  m e t e r  
s y s t e m s  f o r  t h e  p u r p o s e  o f  c u s t o d y  t r a n s f e r :

1) LACT s y s t e m s  ( L e a s e  A u t o m a t i c  C u s t o d y  T r a n s f e r )  d e s i g n e d  
f o r  t h e  u n a t t e n d e d  t r a n s f e r  o f  l i q u i d  h y d r o c a r b o n s  f r o m  
p r o d u c i n g  l e a s e s  t o  t h e  t r a n s p o r t i n g  c a r r i e r .

2) P i p e l i n e  s y s t e m s  d e s i g n e d  f o r  o p t i m u m  m e a s u r e m e n t  a c c u r a c y  
f o r  c u s t o d y  t r a n s f e r  r e g a r d l e s s  o f  t h e  v o l u m e  h a n d l e d .

T h e  f o l l O R i n g  i s  q u o t e d  f r o m  T h e  M a n u a l  o f  P e t r o l  e u r n ^ M e a s u r e m e n t
S t a n d a r d s ,  AP I  C h a p t e r  6, s e c t i o n  1, c o n c e r n i n g  t h e s e  s y s t e m s :  " T h e
s y s t e m  m u s t  p r o v i d e  a  p r o p e r  m e a n s  f o r  n e t  v o l u m e  d e t e r m i n a t i o n ,  
q u a l i t y  d e t e r m i n a t i o n ,  a n d  f a i l - s a f e  a n d  t a m p e r  p r o o f  o p e r a t i o n  H h i l e  
m e e t i n g  r e q u i r e m e n t s  o f  a c c u r a c y  a n d  d e p e n d a b i l i t y  a s  a g r e e d  t o  b y  s u c h  
m u t u a l l y  c o n c e r n e d  p a r t i e s  a s  t h e  p r o d u c e r ,  t h e  t r a n s p o r t e r ,  t h e  
r o y a l t y  o x n e r ,  a n d  f e d e r a l ,  s t a t e ,  a n d  m u n i c i p a l  r e g u l a t o r y  b o d i e s . "
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Assurance tha t motor systems achieve these c r i te r ia  can only be 
atta ined from an independent th ird  party monitor with documentable 
expertise , experience, and knowledge of the Alaskan petroleum industry. 
Employment of a th ird party monitor ( metro log ist) is common in  the 
custody tra n s fe r of petroleum products. Measurements records, data, and 
computer software are considered proprie ta ry and con fid en tia l. An
independent th ird  party monitor can a tte s t to the accuracy of data
s ith in  spec ifie d lim its , can document deviations from these lim its , and 
m itiga te disputes and settlements tha t otherwise Hould proceed to
cos tly l i t ig a t io n .

IV. 2 E x p lic i t ly  define measurements requirements o f the State of 
Alaska and a l l pa rties to custody transfe r:

Measurements data is  used in a va rie ty of revenue determ inations, as
well as fo r resource and environmental management. Each use of 
measurements data has i t s  own peculiar requirements. Rhat is  
appropria te fo r custody tra n s fe r from one company to another may be of 
l i t t l e  or no value in determ ining tax l ia b i l i t i e s  or meeting regu la to ry 
agency requirements. I t  is  much more costly to d is - in te g ra te a
composite crude o i l stream fo r ind iv idua l value determ ination than to 
make the appropria te measurements p r io r to in teg ra tion .

Each party , and w ith in the State each department or agency, must 
s p e c if ic a l ly  define the measurements i t  requires. This should include 
e x p l ic i t ly :

1) Rhat parameters are to be measured.
2) Rhere ( physical loca tion ) these parameters are measured.
3) Rhen ( time 8. frequency) o f these measurements.
4) How, by what instruments or methods.
5) Format of rax, reduced, and reported data.
6) Rhat is  the degree o f surety (q u a lity assurance) of the data.

C o o p e r a t i o n  x i t h i n  i n d u s t r y  a n d  R i t h  t h e  S t a t e  R o u l d  b e  e x p e c t e d ,  a s  
c l e a r  d e f i n i t i o n s  o f  r e q u i r e m e n t s  a r e  i n  t h e  e c o n o m i c  i n t e r e s t  o f  a l l
p a r t i e s .  T h e  p r o b l e m  t o  r e s o l v e  i s  n o t  t h e  r e l a t i v e l y  s m a l l  v a l u e  o f
q u a l i t y  a n d  q u a n t i t y  m e a s u r e m e n t s  i n  q u e s t i o n ,  b u t  r a t h e r  s a v i n g  ma n y
o f  t h e  c o s t s  o f  s e t t l e m e n t  a n d  l i t i g a t i o n  i n c u r r e d  b y  n o t  h a v i n g  t h e  
a p p r o p r i a t e  s o u r c e  d a t a .

IV. 3 Conduct an in te rna l aud it of State departments and agencies 
d ire c t ly  involved x ith  petroleum measurements and revenue 
determ inations:

An i n d e p e n d e n t  a u d i t  r e v i e w  w o u l d  a s s i s t  t h e  e x p l i c i t  d e f i n i t i o n  o f  
r e q u i r e m e n t s  l i s t e d  i n  IV.  2 a b o v e ,  r e s u l t i n g  i n  t h e  a b i l i t y  t o  
s t a n d a r d i z e  d a t a  c o l l e c t i o n .  I t  R o u l d  a l s o  d e l i n i a t e  t h e  S t a t e ' s  
c o n t r a d i c t o r y  r o l e s  a s  p o l i c e m a n  a n d  p r o d u c e r .
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I n  c a s e s  s u c h  a s  m e a s u r e m e n t s ,  t h e  S t a t e ' s  o b l i g a t i o n s  a r e  q u i t e  
s i m i l a r  t o  t h a t  o f  i n d u s t r y .  V a r i o u s  S t a t e  a g e n c i e s  a r e  a t t e m p t i n g  t o  
s a t i s f y  t h e s e  o b l i g a t i o n s  w i t h o u t  t h e  r e s o u r c e s ,  e x p e r i e n c e ,  a n d  
e x p e r t i s e  r e q u i r e d  a n d  u t i l i z e d  b y  i n d u s t r y .  An i n d e p e n d e n t  a u d i t  
r e v i e w  o f  t h e s e  f u n c t i o n s  ma y  r e v e a l  w h i c h  s h o u l d  be  p e r f o r m e d  b y  t h e  
S t a t e  a n d  w h i c h  s h o u l d  b e  c o n t r a c t e d  t o  s p e c i a l i s t .

To  b e  e f f e c t i v e ,  a u d i t  t e a m s  w o u l d  r e q u i r e  a  b r o a d  d e g r e e  o f  f r e e d o m ,  
a u t h o r i t y ,  a n d  e x p e r t i s e  i n  s p e c i a l i z e d  a r e a s .  T h e y  s h o u l d  b e  c o m p o s e d  
o f  v o l u m e  m e a s u r e m e n t s  e x p e r t s ,  r o y a l t y  a n d  t a x  a c c o u n t i n g  e x p e r t s ,  
l e g i s l a t o r s ,  a n d  b e  c o o r d i n a t e d  b y  a n  o m b u d s m a n .

IV. 4 There are areae in measurements where industry and the State 
could oooperate to the bene fit o f both.

One  s u c h  a r e a  i s  r e s e a r c h  i n t o  t h e  p h y s i c a l  a n d  c h e m i c a l  p r o p e r t i e s  o f  
A l a s k a n  c r u d e  o i l  a n d  g a s .  A l l  w i l l  a g r e e  t h e s e  r e s o u r c e s  a r e  l i m i t e d  
a n d  t h e i r  e f f i c i e n t  a n d  a p p r o p r i a t e  m e a s u r e m e n t ,  u s e ,  a n d  c o n s e r v a t i o n  
c a n n o t  b e  o v e r  e s t i m a t e d .

C r u d e  o i l  i s  a  c o m p o s i t e  o f  a  w i d e  s p e c t r u m  o f  e l e m e n t a l  h y d r o c a r b o n  
f r a c t i o n s .  T h e  p h y s i c a l  p r o p e r t i e s  o f  c r u d e  o i l  v a r y  a c c o r d i n g  t o  t h e  
c h e m i c a l  c o m p o s i t i o n .  T h e  e f f e c t s  o f  t e m p e r a t u r e  a n d  p r e s s u r e  w i l l
d i f f e r  f r o m  o n e  c r u d e  o i l  t o  a n o t h e r .  I n  o r d e r  t o  f a c i l i t a t e  p e t r o l e u m  
m e a s u r e m e n t s  e x t e n s i v e  t e s t i n g  h a s  b e e n  d o n e  t o  d e t e r m i n e  a  " g l o b a l  
c r u d e  o i l  c o n s t a n t "  w h i c h  r e f l e c t s  t h e  a v e r a g e  p h y s i c a l  p r o p e r t i e s  o f  
c r u d e  o i l  i n  g e n e r a l .  T h i s  g l o b a l  c o n s t a n t  i s  u s e d  i n  t h e  API  m e t h o d s  
o f  c o m p u t i n g  v o l u m e  c o r r e c t i o n  f a c t o r s .

A m o r e  a p p r o p r i a t e  c o n s t a n t  f o r  t h e  c o m p o s i t e  o f  A l a s k a n  c r u d e  o i l  
w o u l d  u n d o u b t e d l y  b e  d i f f e r e n t  t h a n  t h e  g l o b a l  c o n s t a n t ,  e s p e c i a l l y
wh e n  t h e  i n j e c t i o n  o f  L N G ' s  i s  c o n s i d e r e d .  T h i s  p r o j e c t  wa s  l a s t  
c o m p l e t e d  j o i n t l y  b y  API  ( T h e  A m e r i c a n  P e t r o l e u m  I n s t i t u t e )  a n d  NBS
( T h e  N a t i o n a l  B u r e a u  o f  S t a n d a r d s )  o v e r  f i v e  y e a r s  (1974 t o  1 979) a t  a  
c o s t  o f  $500,000.  G i v e n  t h e  s c i e n t i f i c  a n d  p r o f e s s i o n a l  r e s o u r c e s  o f  
i n d u s t r y  a n d  t h e  S t a t e ,  r e s e a r c h  i n t o  t h i s ,  a n d  r e l a t e d  s u b j e c t s ,
c o u l d  b e  r e w a r d i n g  t o  b o t h  p a r t i e s .

V. CONCLUSION

K n o w l e d g e  a n d  e x p e r t i s e  i n  q u a l i t y  a n d  q u a n t i t y  d e t e r m i n a t i o n s ,  a n d  
r e s u l t a n t  r e v e n u e  d e t e r m i n a t i o n s ,  i s  c o s t l y  a n d  n o t  o p e n l y  s h a r e d .  I t  
i s  a n  a r e a  w h e r e  a  l i t t l e  k n o w l e d g e  c a n  b e  d a n g e r o u s  a n d  i n d u s t r y  m a y  
u n d e r s t a n d a b l y  f e a r  a  d e l u g e  o f  q u e s t i o n s ,  t h a t  a p p e a r  a s  a c c u s a t i o n s ,  
f r o m  s e m i - i n f o r m e d  s o u r c e s .  I t  i s  t h e  S t a t e ' s  ( o r  a ny  p a r t y  t o  c u s t o d y  
t r a n s f e r )  r i g h t  a n d  o b l i g a t i o n  t o  q u e s t i o n ,  v e r i f y ,  a n d  o b t a i n  m a x i m u m  
q u a l i t y  a s s u r a n c e  o f  r e p o r t e d  m e a s u r e m e n t s  d a t a .  H owe v e r ,  w i t h o u t  
k n o w i n g  w h a t  q u e s t i o n s  t o  a s k ,  t h e  a n s w e r s  w i l l  b e  i r r e l e v a n t  a n d  o n l y  
s e r v e  t o  a g g r a v a t e  a n  a l r e a d y  s e n s i t i v e  i s s u e .
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V a l i d i t y  a s s u r a n c e  a n d  s t a n d a r d i 2 a t i o n  o f  m e a s u r e m e n t s  c a n  b e s t  b e  
o b t a i n e d  t h r o u g h  e m p l o y m e n t  o f  t h i r d  p a r t y  p r o f e s s i o n a l s .  Th e  S t a t e  
m u s t  e x p l i c i t l y  d e f i n e  i t s  r e q u i r e m e n t s  a n d  d e t e r m i n e  R h a t  t a s k s  c a n  
b e s t  b e  a c c o m p l i s h e d  b y  g o v e r n m e n t a l  b o d i e s  a n d  u h e r e  t h e  S t a t e ' s  
i n t e r e s t  may b e s t  b e  s e r v e d  b y  u t i l i z i n g  t h e  e x p e r t i s e  o f  p r i v a t e  
c o n s u l t a n t s .  T h e  c o s t  s a v i n g s  o f  s u c h  a n  i n v e s t m e n t  p r o b a b l y  a r e  n o t  i n  
i n c r e a s e d  a c c u r a c y ,  b u t  r a t h e r  i n  r e d u c e d  s e t t l e m e n t  a n d  l i t i g a t i o n  
c o s t s  b y  h a v i n g  a s s u r e d ,  a p p r o p r i a t e ,  a n d  s t a n d a r d i z e d  s  » u r c e  d a t a .

R e s o l u t i o n  o f  t h e s e  i s s u e s  s h o u l d  i n c r e a s e  c o o p e r a t i o n  b e t x e e n  t h e  
S t a t e  a n d  t h e  p e t r o l e u m  i n d u s t r y ,  n o t  a d d  t o  t h e  a d v e r s a r i a l  
r e l a t i o n s h i p .  H h e r e  c o o p e r a t i o n  i s  n o t  p o s s i b l e  d u e  t o  c o n s t r a i n t s  o f  a  
p r o p r i e t a r y  o r  c o n f i d e n t i a l  n a t u r e ,  a n  i n d e p e n d e n t  t h i r d  p a r t y  s h o u l d  
b e  e m p l o y e d  a s  a  m o n i t o r  o r  m e d i a t o r  t o  p r o v i d e  a l l  p a r t i e s  t h e  
n e c e s s a r y  s u r e t y  x i t h o u t  r i s k i n g  s e c u r i t y .

- L a t e  E n t r y  - S e p t e m b e r  13, 1990:

A CASE 1'H POINT: Recent Settlement o f the "Amerada Beaa" lig a tio n .

T h e  p r i m a r y  i s s u e  r e s o l v e d  H a s  t h e  p r i c e  o f  c r u d e  o i l  a t  t h e  r e f i n e r y  
g a t e ,  o f  a  p r o d u c e r / s h i p p e r  s e l l i n g  c r u d e  t o  a  s u b s i d i a r y  r e f i n e r y .  
O n c e  t h i s  p r i c e  d i s p u t e  H a s  s e t t l e d ,  i t  r e m a i n e d  t o  r e c a l c u l a t e  t h e  
n e l l h e a d  p r i c e ,  b y  n e t  b a c k  a c c o u n t i n g  u t i l i z i n g  t h e  1 985 TAPS  
s e t t l e m e n t  m e t h o d  ( TSH) o f  c o m p u t i n g  t a r i f f s .

As t h i s  i n c r e a s e d  t h e  H e l l h e a d  p r i c e  p e r  b a r r e l ,  f o r  t h e  p r e v i o u s  
t h i r t e e n  y e a r s ,  t h e  S t a t e  D e p a r t m e n t s  o f  R e v e n u e  a n d  N a t u r a l  R e s o u r c e s  
m u s t  h a v e  h a d  t o  a p p l y  t h i s  a d j u s t e d  n e l l h e a d  p r i c e ( s )  t o  r e p o r t e d  
q u a n t i t i e s  a n d  q u a l i t i e s ,  o v e r  t h e  s a m e  t i m e  p e r i o d ,  t o  a s c e r t a i n  a n  
a d j u s t e d  v a l u e  f o r  s e t t l e m e n t .

I t  H o u l d  b e  e n l i g h t e n i n g  t o  p o s e  t h e  i n i t i a l  q u e s t i o n s  i n  s e c t i o n  I  o f  
t h i s  t e s t i m o n y  t o  t h e  a c c o u n t i n g  p e r s o n n e l  i n v o l v e d ,  c o n s i d e r i n g  
s i m i l a r  s e t t l e m e n t s  may b e  m a d e  x i t h  o t h e r  p a r t i e s  t o  t h e  c a s e .  
F u r t h e r m o r e ,  h o n  mu c h  o f  t h e  c o s t s  o f  t h i s  c a s e  c o u l d  h a v e  b e e n  s a v e d  
b y  h a v i n g  r e l i a b l e ,  v e r i f i a b l e ,  a n d  a p p r o p r i a t e  s o u r c e  m e a s u r e m e n t s  
d a t a ?

A s e t t l e m e n t  i s  o b v i o u s l y  a c o m p r o m i s e  t o  a v o i d  f u r t h e r  l i t i g a t i o n .  I s  
i t  t h e  r e f i n e r y  g a t e  p r i c e  t h a t  i s  b e i n g  c o m p r o m i s e d  o r  i s  i t  t o t a l  
s e t t l e m e n t  v a l u e  b a s e d  on  v o l u m e t r i c  m e a s u r e m e n t s  t h a t  i s  b e i n g  
c o m p r o m i s e d ?



§ 38.35.010 P u b l ic  L a n d § 38.35.010

Chapter 30. Alaska Native Claims State Settlement
Act of 1968.

[Repealed, § 9 ch 70 SLA 1972.]

Chapter 35. Right-of-Way Leasing Act.
Section
10. Legislative declaration of policy 
15. Powers of the commissioner 
20. Grant of right-of-way lease 
30. Abandonment, reduction or impair­

ment of service of pipeline 
40. Temporary or emergency service or 

temporary abandonment, reduction 
or impairment of service by lessee 

50. Applications for right-of-way leases 
70. Notice of application 
80. Analysis and public hearing 
90. Multiple applications for same lease 
100. Decision on application 
110. Term of lease
120. Covenants required to be included in 

lease
122. Products pipeline leases 
130. Right-of-way easements or leases ac­

quired from others

Section
140. Payment of rental and costs 
170. Forfeiture of lease 
180. Suits to enjoin or recover damages 

for defaults 
190. Application of the Administrative 

Procedure Act 
200. Judicial review of decisions of com­

missioner on application 
205. Lease savings clause 
210. Delegation of commissioner's au­

thority
220. Continued operation of certain car­

riers
225. Binding effect of covenants 
230. Definitions 
260. Short title

NOTES TO DECISIONS

Applied in Arco Pipeline Co, v. 3.60 
Acres, More or Less, 539 P.2d 64 (Alaska 
1975).

Sec. 38.35.010. Legislative declaration of policy, (a) The natu­
ral resources of this state in crude oil and natural gas and in its land 
for transportation of these resources and their products by pipeline 
toward markets both in and out of the state are capable of making a 
significant contribution to the general welfare of the people of this 
state. It is the policy of this state that the development, use, and 
control of a pipeline transportation system be directed to make the 
maximum contribution to the development of the human resources of 
this state, the increase in the standard of living for all of its residents, 
the advancement of existing and potential sectors of its economy, the 
strengthening of free competition in its private enterprise system, and 
the careful protection of its incomparable natural environment.

(b) The State of Alaska reserves unto itself all rights, powers, privi­
leges and immunities not preempted by federal interstate commerce 
laws and regulations in the right-of-way leasing of any state land for
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pipeline construction, transmission, or operation within its bound­
aries. (§ 1 ch 72 SLA  1972; am § 1 ch 3 FSSLA  1973)

Collateral references. —  63A Am. 73A C.J.S., Public Lands, §i 68 to 70.
Jur. 2d, Public Lands, §§ 31 to 34, 113 to 
121.

Sec. 38.35.015. Powers o f the commissioner. The commissioner 
has all powers necessary and proper to implement the policy, pur­
poses, and provisions of this chapter, so as to subserve, as the exercise 
of reasoned discretion determines, the public interest, convenience 
and necessity, including but not limited to

(1) granting leases of state land for pipeline right-of-way purposes;
(2 ) leasing, purchasing, or otherwise acquiring (including condemn­

ing by declaration of taking), easements or other interests in land in 
this state for the purpose of utilizing or granting leases of the land, 
easements or interests for pipeline right-of-way purposes;

(3) purchasing interests in pipelines in accordance with options in­
cluded in right-of-way leases;

(4) investigating any matters concerning any lessee with a view to 
assuring compliance by it with its right-of-way lease, this chapter, and 
any other applicable state or federal law;

(5) developing from time to time and maintaining a comprehensive 
master plan for pipeline transportation development;

(6) developing and promoting programs to foster efficient, economi­
cal, and safe pipeline transportation services in the state;

(7) coordinating the activities of the commissioner under this chap­
ter with the transportation and other relevant activities of other pub­
lic agencies and authorities;

(8 ) constructing, extending, enlarging, improving, repairing, ac­
quiring, operating, or engaging in transportation, service, or sale by 
any pipeline or providing for these by contract, lease, or other ar­
rangement on those terms that the commissioner may consider neces­
sary, convenient or desirable with any agency, corporation, or person, 
including but not limited to any carrier or ar.v state agency, when the 
commissioner determines that a lessee carrier is not willing to under­
take and complete the action within a reasonable time, and to sell, 
lease, grant, and dispose of any property constructed or acquired in 
the exercise of this power. (§ 3 ch 72 SLA  1972; am §§ 25 —  27 ch 3 
FSSLA 1973; am § 38 ch 127 SLA  1974)

Revisor’s notes. —  Formerly AS 
38.05.020(c). Renumbered in 1984.
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§ 38.35.020
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P u b l ic  L a n d

NOTES TO DECISIONS

§ 38.35.020

Construction of state I c o b c  provision 
reserving right to grant right-of-way. 
—  Provision in a lease issued by the State 
of Alaska, division of lands, expressly re­
serving the right to grant an easement or 
right-of-way across the leased property

was construed to include an interagency 
transfer of a right-of-way to the Depart­
ment of Transportation and Public Facili­
ties. Wessells v. State, Dep’Lof Hwys., 562 
P.2d 1042 (Alaska 1977).

Sec. 38.35.020. Grant of right-of-way lease, (a) Rights-of-way 
on state land including rights-of-way over, under, along, across, or 
upon the right-of-way of a public road or highway or the right-of-way 
of a railroad or other public utility, or across, upon, over, or under a 
river or other body of water or land belonging to or administered by 
the state may be granted by noncompetitive lease by the commis­
sioner for pipeline purposes for the transportation of oil, products or 
natural gas under those conditions prescribed by law or by adminis­
trative regulation. Except to the extent authorized by an oil and gas 
lease or unit agreement approved by the state, no person may engage 
in any construction or operation of any part of an oil, products, or 
natural gas pipeline, which in whole or in part is or is proposed to be 
on state land unless that person has obtained from the commissioner a 
right-of-way lease of the land under this chapter.

(b) The commissioner may by regulation exempt the construction or 
operation of field gathering lines or any reasonable classification of 
them from the requirement of a right-of-way lease under this chapter.

(c) The commissioner may provide in a lease issued under this sec­
tion that a lessee may, with the approval of the commissioner, use 
materials from state land when necessary to protect state land and 
resources from the dangers or hazards resulting from damage caused 
by a pipeline disaster or emergency. If the commissioner approves the 
use of state materials under this subsection, the materials remain the 
property of the state until the material is sold to the lessee in accor­
dance with the provisions of the lease. However, the approval does not 
transfer responsibility for clean up of the materials to the state. (§ 1 

ch 72 SLA 1972; am § 2 ch 3 FSSLA 1973; am § 2 ch 119 SLA 1986)

Effect of amendments. —  The 1986 
amendment added subsection (c).
Opinions of attorney general. —  The 

lease conversion provisions enacted by 
1977 legislation (§§ 12, 13, ch. 138, SLA 
1977, as amended by § 21, ch. 182, SLA 
1978) applied only to those leases entered 
into under the substantive statutory pro­
visions which were amended by the 1977

legislation. Hence, substantive amend­
ments to AS 38.05 could not be applied to 
a lease which was not authorized by the 
leasing provisions of AS 38.05, but rather 
by the leasing provisions of this chapter, 
and the state was not estopped from chal­
lenging the validity of the terms of a 
wrongfully converted lease. December 10, 
1985, Op. Att'y Gen.
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Chapter 30. Alaska Native Claims State Settlement
Act of 1968.

[Repealed, 9 9 ch 70 SLA 1972.]

Chapter 35. Right-of-Way Leasing Act.

Section
10. Legislative declaration of policy 
15. Powers of the commissioner 
20. Grant of right-of-way lease 
30. Abandonment, reduction or impair­

ment of service of pipeline 
40. Temporary or emergency service or 

temporary abandonment, reduction 
or impairment of service by lessee 

50. Applications for right-of-way leases 
70. Notice of application 
80. Analysis and public hearing 
90. Multiple applications for same lease 
100. Decision on application 
110. Term of lease
120. Covenants required to be included in 

lease
122. Products pipeline leases 
130. Right-of-way easements or leases ac­

quired from others

NOTES TO DECISIONS

Applied in Arco Pipeline Co. v. 3.60 
Acres, More or Less, 539 P.2d 64 (Alaska 
1975).

Sec. 38.35.010. Legislative declaration of policy, (a) The natu­
ral resources of this state in crude oil and natural gas and in its land 
for transportation of these resources and their products by pipeline 
toward markets both in and out of the state are capable of making a 
significant contribution to the general welfare of the people of this 
state. It is the policy of this state that the development, use, and 
control of a pipeline transportation system be directed to make the 
maximum contribution to the development of the human resources of 
this state, the increase in the standard of living for all of its residents, 
the advancement of existing and potential sectors of its economy, the 
strengthening of free competition in its private enterprise system, and 
the careful protection of its incomparable natural environment.

(b) The State of Alaska reserves unto itself a’l rights, powers, privi­
leges and immunities not preempted by federal interstate commerce 
laws and regulations in the right-of-way leasing of any state land for

Section
140. Payment of rental and costs 
170. Forfeiture of lease 
180. Suits to enjoin or recover damages 

for defaults 
190. Application of the Administrative 

Procedure Act 
200. Judicial review of decisions of com­

missioner on application 
205. Lease savings clause 
210. Delegation of commissioner’s au­

thority
220. Continued operation of certain car­

riers
225. Binding effect of covenants 
230. Definitions 
260. Short title
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pipeline construction, transmission, or operation within its bound­
aries. (§ 1 ch 72 SLA 1972; am § 1 ch 3 FSSLA 1973)

Collateral references. —  63A Am. 73A C.J.S., Public Lands, §§ 68 to 70. 
Jur. 2d, Public Lands, §§ 31 to 34, 113 to 
121.

Sec. 38.35.015. Powers of the commissioner. The commissioner 
has all powers necessary and proper to implement the policy, pur­
poses, and provisions of this chapter, so as to subserve, as the exercise 
of reasoned discretion determines, the public interest, convenience 
and necessity, including but not limited to

(1) granting leases of state land for pipeline right-of-way purposes;
(2 ) leasing, purchasing, or otherwise acquiring (including condemn­

ing by declaration of taking), easements or other interests in land in 
this state for the purpose of utilizing or granting leases of the land, 
easements or interests for pipeline right-of-way purposes;

(3) purchasing interests in pipelines in accordance with options in­
cluded in right-of-way leases;

(4) investigating any matters concerning any lessee with a view to 
assuring compliance by it with its right-of-way lease, this chapter, and 
any other applicable state or federal law;

(5) developing from time to time and maintaining a comprehensive 
master plan for pipeline transportation development;

(6 ) developing and promoting programs to foster efficient, economi­
cal, and safe pipeline transportation services in the state;

(7) coordinating the activities of the commissioner under this chap­
ter with the transportation and other relevant activities of other pub­
lic agencies and authorities;

(8) constructing, extending, enlarging, improving, repairing, ac­
quiring, operating, or engaging in transportation, service, or sale by 
any pipeline or providing for these by contract, lease, or other ar­
rangement on those terms that the commissioner may consider neces­
sary, convenient or desirable with any agency, corporation, or person, 
including but not limited to any carrier or any state agency, when the 
commissioner determines that a lessee carrier is not willing to under­
take and complete the action within a reasonable time, and to sell, 
lease, grant, and dispose of any property constructed or acquired in 
the exercise of this power. (§ 3 ch 72 SLA  1972; am §§ 25 —  27 ch 3 
FSSLA 1973; am § 38 ch 127 SLA  1974)

Revisor’s notes. —  Formerly AS 
38.05.020(c). Renumbered in 1984.
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NOTES TO DECISIONS

§ 38.35.020

Construction of 9tate lease provision 
re. srving right to grant right-of-way 
—  Provision in a lease issued by the State 
of Alaska, division of lands, expressly re­
serving the right to grant an easement cr 
right-of-way across the leased property

W89 construed to include an interagency 
transfer of a right-of-way to the Depart­
ment of Transportation and Public Facili­
ties. Wessells v. State, Dep't of Hwys., 562 
P.2d 1042 (Alaska 1977).

h #

I

t

Sec. 38.35.020. Grant of ri{(ht-of-way lease, (a) Rights-of-way 
on state land iincluding rights-of-way over, under, along, across, or 
upon the right-of-way of a public road or highway or the right-of-way 
of a railroad or other public utility, or across, upon, over, or under a 
river or other body of water or land belonging to or administered by 
the state may be granted by noncompetitive lease by the commis­
sioner for pipeline purposes for the transportation of oil, products or 
natural gas under those conditions prescribed by law or by adminis­
trative regulation. Except to the extent authorized by an oil and gas 
lease or unit agreement approved by the state, no person may engage 
in any construction or operation of any part of an oil, products, or 
natural gas pipeline, which in whole or in part is or is proposed to he 
on state land unless that person has obtained from the commissioner a 
right-of-way lease of the land under this chapter.

(b) The commissioner may by regulation exempt the construction or 
operation of field gathering lines or any reasonable classification of 
them from the requirement of a right-of-way lease under this chapter.

(c) The commissioner may provide in a lease issued under this sec­
tion that a lessee may, with the approval of the commissioner, use 
materials from state land when necessary to protect state land and 
resources from 'the dangers or hazards resulting from damage caused 
by a pipeline disaster or emergency. I f  the commissioner approves the 
use of state materials under this subsection, the materials remain the 
property of the state until the material is sold to the lessee in accor­
dance with the provisions of the lease. However, the approval does not 
transfer responsibility for clean up of the materials to the state. (§ 1 

ch 72 SLA  1972; am § 2 ch 3 FSSLA 1973; am § 2 ch 119 SLA 1986)

Effect of amendments. —  The 1986 
amendment added subsection (c).
Opinions of attorney general. —  The 

lease conversion provisions enacted by 
1977 legislation (§ii 12, 13, ch. 138, SLA 
1977, as amended by § 21, ch. 182, SLA 
1978) applied only a those leases entered 
into under the subntantive statutory pro­
visions which were amended by the 1977

legislation. Hence, substantive amend­
ments to AS 38.05 could not be applied to 
a lease which was not authorized by the 
leasing provisions of AS 38.05, but rather 
by the leasing provisions of this chapter, 
and the state was not estopped from chal­
lenging the validity of the terms of a 
wrongfully converted lease. December 10, 
1985, Op. Att'y Gen,
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(h) The issuance of a conditional lease does not prevent the commis­
sioner from issuing other conditional or unconditional leases for the 
same right-of-way. A  conditional lease may be revoked at any time 
that the commissioner determines that the applicant or conditional 
lessee will not be fit, willing, and able to perform during the term of 
the lease or when another applicant or conditional lessee is deter­
mined to be fit, willing, and able to perform under an application or 
lease for all or part of the right-of-way. An applicant or conditional 
lessee accrues no rights, including preference or priority rights, to a 
particular right-of-way until the commissioner makes a determina­
tion that the applicant or conditional lessee is then fit, willing, and 
able to perform the transportation or other acts proposed under (a) of 
this section.

(i) The commissioner shall insert a provision implementing the re­
quirements of (a)(5) of this section into each agreement entered into 
by the commissioner for the construction and operation of a pipeline 
within the state. (§ 1 ch 72 SLA 1972; am § 9 ch 3 FSSLA 1973; am 
§§ 1, 2 ch 51 SLA 1987)

Effect of amendments. —  The 1987 "these" preceding "determinations" and
amendment in subsection (aI inserted "in inserted "under (a) of this section" and
a written finding" in the first sentence, added the second and third sentences; re­
added paragraph (5), and made minor wrote subsection (c); and added subsec-
punctuation changes; in subsection (b) in tions (d) (i).
the first sentence substituted "the" for

Sec. 38.35.110. Term of lease. Each lease of state land for pipe­
line right-of-way purposes must contain a provision that the lease 
shall run for a specified term of not greater than 30 years, and shall be 
renewable for additional periods of up to 10 years each, so long as the 
lessee is in commercial operation and is in full compliance with all 
state law, including but not limited to state law pertaining to regula­
tion and taxation of the pipeline facility, and is in compliance with all 
terms of the lease. In making this determination the commissioner 
shall take into consideration the cost of the proposed pipeline, its 
useful life, and the probable financing requirement for the proposed 
pipeline. (§ 1 ch 72 SLA 1972; am § 10 ch 3 FSSLA 1973)

Sec. 38.35.120. Covenants required to be included in lease,
(a) A  noncompetitive lease of state land for a right-of-way for an oil or 
natural gas pipeline valued at $1,0 0 0 ,0 0 0  or more may be granted 
only upon the condition that the lessee expressly covenants in the 
lease, in consideration of the rights acquired by it under the lease, 
that

(1) it assumes the status of and will perform all of its functions 
undertaken under the lease as a common carrier and will accept, 
convey, and transport without discrimination crude oil or natural gas,
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asjw

I )

depending on the kind of pipeline involved, delivered to it for trans­
portation from fields in the vicinity of the pipeline subject to the lease 
throughout its route both on state land obtained under the lease and 
on the other land; however, a lessee who owns or operates a natural 
gas pipeline subject to regulation either (A) under the Natural Gas 
Act (15 U.S.C. 717 et seq.) of the United States, or (B) by the state or 
political subdivisions with respect to rates and charges for the sale of 
natural gas, is, to the extent of that regulation, exempt from the 
common carrier requirement in this paragraph; it will accept, convey, 
and transport crude oil or natural gas without unjust or unreasonable 
discrimination in favor of one producer or person, including itself, as 
against another but will take the crude oil or natural gas, depending 
on the kind of pipeline involved, delivered or offered, without unrea­
sonable discrimination, that the Alaska Public Utilities Commission 
shall, after a full hearing with due notice to the interested parties and 
a proper finding of facts, determine to be reasonable in the perfor­
mance of its duties as a common carrier;

(2 ) it will interchange crude oil or natural gas, depending on the 
kind of pipeline involved, with each like common carrier and provide 
connections and facilities for the interchange of crude oil or natural 
gas at every locality reached by both pipelines when the necessity 
exists, subject to rates and regulations made by the appropriate state 
or federal regulatory agency;

(3) it will maintain and preserve books, accounts, and records and 
will make those reports that the state may prescribe by regulation or 
law as necessary and appropriate for purposes of administration of 
this chapter;

(4) it will accord at all reasonable times to the state and its autho­
rized agents and auditors the right of access to its property and 
records, of inspection of its property, and of examination and copying 
of records;

(5) it will provide connections, as determined by the Alaska Public 
Utilities Commission under AS 42.06.340, to facilities on the pipeline 
subject to the lease, both on state land and other land in the state, for 
the purpose of delivering crude oil or natural gas, depending on the 
kind of pipeline involved, to persons (including the state and its politi­
cal subdivisions) contracting for the purchase at wholesale of crude oil 
or natural gas transported by the pipeline when required by the public 
interest;

(6 ) it shall, notwithstanding any other provision, provide connec­
tions and interchange facilities at state expense at such places the 
state considers necessary if the state determines to take a portion of 
its royalty or taxes in oil or natural gas;

(7 ) it will construct and opera.te the pipeline in accordance with 
applicable state laws and lawful regulations and orders of the Alaska 
Public Utilities Commission;
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(8 ) it will, at its own expense, during the term of the lease
(A) maintain the leasehold and pipeline in good repair;
(B) promptly repair or remedy any damage to the leasehold;
(C) promptly compensate for any damage to or destruction of prop­

erty for which the lessee is liable resulting from damage u> or destruc­
tion of the leasehold or pipeline;

(9) it will not transfer, assign, or dispose of in any manner, directly 
or indirectly, or by transfer of control of the carrier corporation, its 
interest in a right-of-way lease, or any rights under the lease or any 
pipeline subject to the lease to any person other than another owner of 
the pipeline (including subsidiaries, parents and affiliates of the 
owners), except to the extent that the commissioner, after consider­
ation of the protection of the public interest (including whether the 
proposed transferee is fit, willing and able to perform the transporta­
tion or other acts proposed in a manner that will reasonably protect 
the lives, property and general welfare of the people of Alaska), autho­
rizes; the commissioner shall not unreasonably withhold consent to 
the transfer, assignment or disposal;

(1 0) it will file with the commissioner a written appointment of a 
named permanent resident of the state to be its registered agent in the 
state and to receive service of notices, regulations, decisions and or­
ders of the commissioner; if it fails to appoint an agent for service, 
service may be made by posting a copy in the office of the commis­
sioner and filing a copy of it in the office of the lieutenant governor 
and by mailing a copy to the lessee’s last known address;

(1 1) the applicable law of this state will be used in resolving ques­
tions of interpretation of the lease;

(1 2) the granting of the right-of-way lease is subject to the express 
condition that the exercise of the rights and privileges granted under 
the lease will not unduly interfere with the management, administra­
tion, or disposal by the state of the land affected by the lease, and that 
the lessee agrees and consents to the occupancy and use by the state, 
its grantees, permittees, or other lessees of any part of the right-of- 
way not actually occupied or required by the pipeline for the full and 
safe utilization of the pipeline, for necessary operations incident to 
land management, administration, or disposal;

(13) it will be liable to the state for damages or injury incurred by 
the state caused by the construction, operation or maintenance of the 
pipeline and it will indemnify the state for the liabilities or damages;

(14) it will procure and furnish liability and property damage in­
surance from a company licensed to do business in the state or furnish 
other security or undertaking upon the terms and conditions the com­
missioner considers necessary if the commissioner finds that the net 
assets of the lessee are insufficient to protect the public from damage 
for which the lessee may be liable arising out of the construction or 
operation of the pipeline.
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(b) For a right-of-way lease granted under this chapter for an oil or 
natural gas pipeline valued at $1,0 0 0 ,0 0 0  or more to be valid and of 
legal effect, it must contain the terms required to be inserted under 
the provisions of AS 38.35.110 —  38.35.140. An oil or natural gas 
pipeline right-of-way lease granted under this chapter that does not 
contain the required terms is null and void and without legal effect 
and does not vest any interest in state land or any authority in the 
carrier granted the lease.

(c) The commissioner may insert in any right-of-way lease other 
reasonable provisions and conditions required by the public interest.

(d) The lease will also contain terms and conditions that are reason­
ably necessary to obligate the lessee, to the extent reasonably practi­
cable, to

(1) prevent conflicts with other existing uses of the land involving a 
superior public interest;

(2 ) protect state and private property interests;
(3) prevent any significant adverse environmental impact, includ­

ing but not limited to the erosion of the surface of the land, and 
damage to fish and wildlife and their habitat;

(4) restore and revegetate during the term and at termination of 
the lease; and

(5) protect the interests of individuals living in the general area of 
the right of way who rely on the fish, wildlife, and biotic resources of 
the area for subsistence purposes.

(e) In the event the commissioner proposes to offer a lease or leases 
to two or more lessees for the same pipeline, the commissioner may 
include terms in the lease or leases which establish the limit of the 
obligations and liabilities of each lessee arising under this chapter or 
under the lease or leases. (§ 1 ch 72 SLA 1972; am § 11 ch 3 FSSLA 
1973; am §§ 2, 3 ch 110 SLA 1981; am § 69 ch 59 SLA 1982)

Revisor's notes. —  Former (f) of this 
section was renumbered as AS 38.35.122 
in 1984.

« )
Sec. 38.35.122. Products pipeline leases. The commissioner has 

discretion to include any or all of the terms set out in AS 38.35.120 in 
leases of state land for products pipeline right-of-way purposes. ( § 1 1  

ch 3 FSSLA 1973)

Revisor’s notes. —  Formerly AS 
38.35.120(0. Renumbered in 1984.
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Effect of amendments. —  The 1986 
amendment added the last two sentences 
in subsection (b).

Sec. 38.35.150. Additional provisions o f lease. (Repealed, § 14 ch 3 
FSSLA 1973.]

Sec. 38.35.160. Transfer o f right-of-way lease, certificates, or pipe­
line. [Repealed, § 15 ch 3 FSSLA  1973.]

f Sec. 38.35.170. Forfeiture of lease. Failure to begin construction 
of the pipeline facility within a reasonable time of the granting of a 
right-of-way lease under this chapter for reasons within the control of 
the lessee or failure of an owner of an interest in the granted right-of- 
way substantially to comply with the terms of the right-of-way shall 
be grounds for forfeiture of the right-of-way interest of the lessee or 
owner in an action brought by the commissioner in the superior court. 
Before the commencement of any action for forfeiture of an interest in 
a right-of-way under this section, the commissioner shall give the 
lessee or owner of the interest notice in writing of the alleged default 
and shall not commence the proceeding unless the lessee or owner of 
the interest has failed to initiate good faith efforts to cure the default 
within 60 days of the notice of the alleged default. (§ 1 ch 72 SLA  
1972; am § 16 ch 3 FSSLA 1973)

Sec. 38.35.180. Suits to enjoin or recover damages for de­
faults. (a) When in the judgment of the commissioner a person has 
violated or is about to violate a provision of this chapter or an obliga­
tion, condition, or provision of a right-of-way lease, the attorney gen­
eral, on advice of the commissioner, shall seek a prohibition or manda­
tory injunction from the superior court to remedy the violation.

(b) A  penalty imposed by the provisions of a right-of-way lease is­
sued under this chapter may be enforced in the superior court by
proceedings in personam against the lessee carrier, or, in the case of a
lien, by proceedings in rem against any of the lessee carrier’s prop­
erty.

(c) Neither this section nor the state’s obtaining an injunction or 
recovering penalties extinguishes any civil cause of action arising out 
of a violation of this chapter or the provisions of a right-of-way lease. 
(§ 1 ch 72 SLA  1972; am § 17 ch 3 FSSLA  1973)

Sec. 38.35.190. Application of the Administrative Procedure 
Act. (a) AS 44.62.010 —  44.62.320, 44.62.640 and 44.62.650 apply to 
regulations adopted by the commissioner under the authority of this 
chapter.

(b) [Repealed, § 18 ch 3 FSSLA  1973.]
(c) [Repealed, § 18 ch 3 FSSLA  1973.]
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RIGHT-OF-WAY LEASE FOR THE

TRANS-ALASKA PIPELINE

O ffe re d  by th e  C omm iss ione r o f th e  Depa rtm en t o f 

N a tu r a l R esou rces on b e h a l f o f th e  S ta te  o f A la s k a , h a v in g  

d e te rm in e d  p u rs u a n t to  AS 3 8 .3 5 .1 0 0  th a t a p ip e l in e  

r ig h t - o f - w a y  le a s e may be o f f e r e d  to  th e  a p p l ic a n t s  t h a t 

a p p l ie d  on March 7, 197^> f o r  a p ip e l in e  r ig h t - o f - w a y  le a s e  

a c ro s s  S ta te  la n d s unde r AS 3 8 .3 5  f o r  th e  T ra n s -A la s k a  

P ip e l in e , nam e ly :

Amerada Hess C o rp o ra t io n  

ARCO P ipe L in e  Company 

Exxon P ip e l in e  Company 

M o b il A la s k a P ip e l in e  Company 

P h i l l i p s  P e tro le u m  Company 

S oh io P ipe L in e  Company 

U n ion A la s k a  P ip e l in e  Company
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RIGHT-OF-WAY LEASE FOR THE TRANS-ALASKA PIPELINE

T h is  le a s e  i s  e n te re d  i  . 0 as o f t h i s  3rd day o f 
May , 1974 ( h e r e in a f t e r  r e f e r r e d  to  as th e " E f f e c t i v e  

D a te " ) , by th e  S ta te  o f A la s ka ( h e r e in a f t e r  r e fe r r e d  to  as 
th e " S t a t e " ) , a c t in g  th ro u g h  th e Comm iss ione r o f N a tu r a l 
Resources ( h e r e in a f t e r  r e fe r r e d  to  as th e  "C om m is s io n e r " ) , 
and by

Amerada Hess C o rp o ra t io n , a D e law a re C o rp o ra t io n ,
ARCO P ip e L in e  Company, a De law a re C o rp o ra t io n ,
Exxon P ip e l in e  Company, a D e law a re C o rp o ra t io n ,
M o b il A la s k a  P ip e l in e  Company, a De laware C o rp o ra t io n , 
P h i l l i p s  P e tro le u m  Company, a D e law a re C o rp o ra t io n ,
S oh io P ip e L in e  Company, a D e law a re C o rp o ra t io n ,
U n ion A la s k a  P ip e l in e  Company, a C a l i f o r n ia

Corporation,
( h e r e in a f t e r  som e tim es r e fe r r e d  to  as th e  "O r ig in a l L e s s e e s " ) .

I t  i s  th e  i n t e n t  o f th e  p a r t ie s  t h a t ,  in  th e p e r fo rm a n c e 
o f t h i s  Lease , th e  fo l lo w in g  p r in c ip le s  s h a l l a p p ly ;

(1 ) In  th e  c o n s t r u c t io n  ( in c lu d in g , b u t n o t l im i t e d  t o ,  
d e s ig n ) , o p e r a t io n , m a in te n a n ce ( in c lu d in g  b u t n o t 
l im i t e d  to  a c o n t in u in g  and re a s o n a b le  p rog ram  o f 
p r e v e n ta t iv e  m a in te nan ce ) and te rm in a t io n  o f th e  
P ip e l in e , Lessees s h a l l em p lo y th e  b e s t p r a c t i c a b le  
te c h n o lo g y  a v a i la b le  and use a l l  p r a c t ic a b le  means 
and m easu res to  p re s e rv e and p r o te c t th e  e n v i r o n ­
m en t, as p ro v id e d  in  t h i s  le a s e .

(2 ) The p a r t i e s  s h a l l p r o te c t e n v iro n m e n ta l a m e n it ie s  
and v a lu e s  w i t h i n  th e  p r a c t i c a b le  bounds o f econom ic 
and te c h n ic a l f e a s i b i l i t y  and in  acco rdance w i t h  
a p p l ic a b le  S ta te  p o l i c i e s . I n  so d o in g , th e  p a r t i e s  
s h a l l ta k e  in t o  a c c o u n t, among o th e r c o n s id e r a t io n s , 
th e  f o l l o w in g :

(a ) The b e n e f i t  o r d e t r im e n t to  p e rs o n s , p r o p e r t y  
and th e  env iro nm en t t h a t may be a n t ic ip a te d  
to  r e s u l t  from  a p ro p o se d cou rse o f c o n d u c t .

(b ) The p a r t i c u l a r  e n v iro n m e n ta l te c h n ic a l , and 
econom ic b e n e f i t s  o r d e t r im e n ts  re a s o n a b ly  
e x p e c te d  to  f lo w  from  a proposed cou rse o f 
c o n d u c t .

hOTE: Terms h a v in g  s p e c ia l meaning a re  d e f in e d  in  th e  body
o f t h i s  Lease o r in  E x h ib i t "A " h e re o f . Such te rm s 
a re c a p i t a l i z e d  h e re in .



(3 ) Lessees s h a l l manage, s u p e rv is e , and im p lem e n t th e  
c o n s t r u c t io n , o p e r a t io n , m a in te nan ce and te rm in a t io n  
o f th e  P ip e l in e  in  acco rdance w i th  th e  b e s t p r a c t i c ­
a b le  e n g in e e r in g  te c h n o lo g y a v a i l a b le , p a r t i c u l a r l y  
w i t h  r e g a r d  to  p e rm a fro s t and s e is m ic  a re a s , to  th e  
e x te n t a l lo w e d  by th e  s ta te  o f th e  a r t  and th e  
d e ve lo pm en t o f te c h n o lo g y . In  th e  e x e r c is e  o f th e s e 
fu n c t io n s , Lessees consen t and s h a l l s u b m it to  such 
re v ie w , in s p e c t io n , and com p lia n ce p ro c e d u re s  
r e l a t i n g  to  c o n s t r u c t io n , o p e r a t io n , m a in te n a n c e , 
and te rm in a t io n  o f th e P ip e l in e  as a r e  p ro v id e d  f o r  
in  t h i s  Lea se and o th e r a p p l ic a b le  a u t h o r i z a t i o n s .

1 . G ra n t o f  R ig h t - o f -W a y
~a~. P u rs u a n t to  th e  p ro v is io n s  o f AS 3 8 .3 5 , th e  

A la s k a R ig h t-o f-W a y  L e a s in g  A c t , as amended, and f o r  and in  
c o n s id e ra t io n  o f th e  a n n u a l r e n t a l fe e p r e s c r ib e d  in  S e c t io n  3 
h e re o f and th e  c o v e n a n ts  h e r e in  c o n ta in e d  to  be k e p t and p e r ­
fo rm ed on th e  p a r t  o f  th e  Lessees and s u b je c t to  th e  c o n d i ­
t io n s  and re q u ir e m e n ts  h e r e in  c o n ta in e d , th e  S ta te  h e re b y 
g ra n ts  to  th e  O r i g in a l L e s s e e s , f o r  the p e r io d  o f l im i t e d  
d u ra t io n  p r e s c r ib e d  i n  S e c t io n  2 h e re o f and f o r  th e  p u rp o s e 
p re s c r ib e d  in  S u b s e c t io n  " c "  o f t h i s  s e c t io n , a r ig h t - o f - w a y  
( h e r e in a f t e r  r e f e r r e d  to  as th e  "R ig h t - o f -W a y " ) f o r  a p ip e ­
l i n e  w ith  i t s  R e la te d  F a c i l i t i e s  (such p ip e l i n e  and R e la te d  
F a c i l i t i e s  b e in g  h e r e in a f t e r  r e fe r r e d  to  as th e  " P ip e l i n e " )  , 
th e  w id th  and lo c a t io n  th e r e o f b e in g  s u b je c t t o  th e  p r o v is io n s  
o f S ub se c tio n " d "  h e r e o f , a c ro s s , th ro u g h  and upon S ta te  la n d  
now owned o r h e r e a f t e r  a c q u ire d  ( h e r e in a f t e r  som e tim es r e f e r r e d  
to  as "S ta te  L a n d " ) , a lo n g  th e  G ene ra l R ou te o f  th e  P ip e l in e  
shown in  th e a p p l i c a t i o n  and accom pany ing a l ig n m e n t and R e la te d  
F a c i l i t y  s i t e  lo c a t io n  d raw in g s r e fe r r e d  to  i n  E x h ib i t  "B " 
h e re o f . The g r a n t made h e re b y i s  o f th e  f o l l o w in g  u n d iv id e d  
in te r e s t s  in  and to  th e  R ig h t-o f-W a y  to  th e  com pan ie s d e s ig ­
n a te d :

Amerada Hess C o rp o ra t io n , an u n d iv id e d  
i n t e r e s t  o f  3 .007 . o f th e  w ho le ;

ARCO P ip e  L in e  Company, an u n d iv id e d  
i n t e r e s t  o f  28.087 . o f th e  w ho le ;

Exxon P ip e l i n e  Company, an u n d iv id e d  
in t e r e s t  o f 25 .527 . o f th e  w h o le ;

M o b il A la s k a  P ip e l in e  Company, an u n ­
d iv id e d  i n t e r e s t  o f 8.687. o f th e  w h o le ;

P h i l l i p s  P e tro le u m  Company, an u n d iv id e d  
in t e r e s t  o f 3.327. o f th e  w ho le ;

S oh io P ip e  L in e  Company, an u n d iv id e d  
in t e r e s t  o f 28.087, o f th e  w h o le ;



U n ion A la s k a P ip e l in e  Company, an un ­
d iv id e d  in t e r e s t o f 3.32% o f th e  w ho le .

b . T h is  g ra n t i s  made s u b je c t to  ( i )  a l l  
a p p l ic a b le  law s and r e g u la t io n s  o f th e S ta te  o f A la s k a , 
and ( i i )  any v a l i d  e x is t in g  r i g h t s  i n  th e  la n d s s u b je c t 
t o  th e  R ig h t-o f -W a y .

c . The R ig h t-o f-W a y i s  g ra n te d  f o r  th e  pu rpose 
o f th e  c o n s t r u c t io n , o p e r a t io n , m a in te n a n ce and te rm in a t io n  
o f one (1 ) O i l t r a n s p o r t a t io n  p ip e l i n e , c o n s is t in g  o f one (1 ) 
l i n e  o f f o r t y - e i g h t  (4 8 ) - in c h - d ia m e te r p ip e  and i t s  R e la te d  
F a c i l i t i e s .  Lessees s h a l l n o t u se th e  R ig h t-o f-W a y o r th e  la n d  
s u b je c t th e r e to  f o r  any o th e r p u rp o s e and s h a l l n o t lo c a te
o r c o n s t r u c t any o th e r p ip e l in e s  ( in c lu d in g  lo o p in g  l in e s )  
o r o th e r im p rovem en ts w i t h in  th e  R ig h t-o f -W a y  w ith o u t p r i o r  
w r i t t e n  a p p ro v a l o f th e C om m is s io n e r. The. P ip e l in e  s h a l l be 
used f o r  o n ly  th e  t r a n s p o r t a t io n  o f O i l ,  and i t  s h a l l n o t be 
used f o r  any o th e r pu rpose w i t h o u t th e  p r i o r  w r i t t e n  a p p ro v a l 
o f  th e  C om m iss io ne r. Each Lessee s h a l l n o t a l lo w  o r s u f f e r  
any p e rs o n o r b u s in e s s e n t i t y ,  w i t h  th e  e x c e p t io n  o f th e  
o th e r Lessees unde r t h i s  L ea se , to  use th e  R ig h t-o f-W a y f o r  
th e  pu rp o se s e t f o r t h  in  t h i s  s e c t io n . N o th in g  in  t h i s  su b ­
s e c t io n  i s  in te n d e d  to  ( i )  e xcu se o r p re c lu d e  Lessees from  
c om p ly in g  w i t h  t h e i r  o b l ig a t io n s  u n d e r S e c t io n  4 o f t h i s  
Lease., o r ( i i )  p re c lu d e  Lessees fro m  em p lo y in g agen ts o r 
c o n t r a c to r s  to  e f f e c t c o n s t r u c t io n , o p e r a t io n , m a in te nan ce 
o r te rm in a t io n  o f a l l  o r any p a r t o f th e  P ip e l in e .

d . ( ! )  D u r in g  c o n s t r u c t io n  o f th e  P ip e l in e  and 
p r i o r  to  th e  e x e c u t io n  o f th e  r e le a s e  o f in t e r e s t s  in  th e 
R ig h t - o f -W a y  p ro v id e d  f o r  in  p a ra g ra p h  ( i i )  o f t h i s  s u b s e c t io n , 
th e  w id th  o f  th e  R ig h t-o f-W a y s h a l l be 400 f e e t , e x ce p t (1 ) 
t h a t in  lo c a t io n s  where th e  l i n e  o f  p ip e  i s  to  e n te r o r c ro s s  
an y r i v e r  bed o r f lo o d  p la in ,  th e  w id th  o f  th e R ig h t - o f -
Way s h a l l be 600 fe e t w i t h in  an a re a  bounded by p a r a l l e l l i n e s  
on each s id e  o f and 1 ,0 00 fe e t fro m  th e  c e n te r l in e  o j th e  p a r ­
t i c u l a r  r i v e r ,  and (2 ) th a t th e  d im e n s io n s o f th e  R ig h t-o f -W a y  
f o r  R e la te d  F a c i l i t i e s  s h a l l be th o s e  more p a r t i c u l a r l y  s e t 
f o r t h  in  E x h ib i t "D " h e re o f .

( i i )  A f t e r  c o m p le t io n  o f  c o n s t r u c t io n  o f th e  
P ip e l in e  w i t h i n  a p a r t i c u la r  M app in g Segment, th e la n d su b ­
j e c t  to  th e  R ig h t-o f-W a y s h a l l be (1 ) 400 fe e t in  w id th  a lo n g  
th e  l i n e  o f p ip e  a c ro s s S ta te  L a n d , e x c e p t th a t in  lo c a t io n s  
whe re th e l i n e  o f p ip e  e n te rs  o r c ro s s e s  any r i v e r ,  r i v e r  bed 
o r f lo o d  p la in , th e  w id th  o f th e  R ig h t - o f -W a y  s h a l l be 6C0 fe e t 
in  w id th  w i t h i n  an a re a bounded b y p a r a l l e l  l in e s  on each s id e  
o f and 1 ,0 00 fe e t f r o r  th e c e n t e r l i n e  o f th e  p a r t i c u la r  r i v e r ,  
th e  c e n te r l in e  o f th e  p ip e  b e in g  a ls o  th e  c e n te r l in e  o f th e  
400 and 600 fo o t R ig h ts -o f-W a y , and (2 ) th e s i t e s  f o r  R e la te d



F a c i l i t i e s  d e s c r ib e d  in  E x h ib i t "D . "  W ith in  360 days fo l lo w in g  
th e  C om m is s io n in g o f th e P ip e l in e , Lessees s h a l l e xe cu te and 
d e l i v e r  to  th e  S ta te  a re le a s e  o f a l l  i n t e r e s t  i n  such p o r t io n s  
o f th e  R ig h t- o f -W a y  as w i l l  r e s u l t  in  Lessees r e t a in in g  on ly 
(1 ) th e  R ig h t-o f -W a y  f o r  R e la te d F a c i l i t i e s  d e s c r ib e d  in  
E x h ib i t "D , " and (2 ) th e R ig h t-o f-W a y n o t e x c e e d in g  100 fe e t 
in  w id th  a lo n g  th e  l in e  o f p ip e  w i t h  th e  c e n t e r l in e  o f the l in e  
o f p ip e  b e in g  th e  c e n te r l in e  o f th e  R ig h t-o f-W a y , e x c e p t th a t a t 
such lo c a t io n s  where Lessees have re q u e s te d  a u t h o r i t y  from th e 
C omm iss ione r t o  r e t a in  a w id e r R ig h t - o f -W a y  and th e  Comm issioner 
has fo u n d and re c o rd e d  th e re a so n s f o r  h is  f i n d in g  th a t in  h is  
ju d gm en t a w id e r R ig h t-o f-W a y i s  n e c e s s a ry f o r  th e  o p e ra t io n  and 
m a in te n a n ce o f th e  P ip e l in e  a f t e r  c o n s t r u c t io n , o r th a t a w id e r 
R ig h t-o f -W a y  i s  n e ce ssa ry to  p r o t e c t th e  e n v iro nm e n t o r p u b l ic  
s a fe t y , th e  w id th  o f th e R ig h t-o f-W a y  w h ic h Lessees r e ta in  
may exceed 100 fe e t in  w id th  in  a c co rd a n ce w i th  th e  Com­
m is s io n e r ’ s f i n d i n g .

e . Upon th e re le a s e  r e q u i r e d  by S u b s e c t io n  "d " o f 
t h i s  s e c t io n , Lessees s h a l l s u rv e y  and p ro v id e  adequa te monu- 
m e n ta t io n  as th e  Comm iss ioner may r e q u i r e  t o  lo c a te  and d e s c r ib e  
th e  R ig h t - o f -W a y  and th e Lessees s h a l l f i l e :  ( i )  P ro o f o f
c o n s t r u c t io n  o f th e  P ip e l in e  in  a c co rd a n ce w i t h  th e  p ro v is io n s  
o f t h i s  Lease and th e  a p p l ic a b le  r e g u la t io n s  o f th e  Departm en t 
o f N a tu r a l R e s o u rc e s ; and ( i i )  a map, o r maps o r s u rv e y , ap­
p ro v e d by th e  C om m iss io ne r, show in g th e  f i n a l  "a s b u i l t "  
lo c a t io n  o f th e  com p le te d P ip e l in e , in c lu d in g  th e  f i n a l  lo c a ­
t io n s  o f a l l  b u r ie d  and a b o ve -g ro u n d im p ro v em e n ts , th e  c e n te r - 
l i n e  o f th e  R ig h t - o f -W a y , as d e f i n i t e l y  lo c a te d , a n d , r e f e r ­
enced to  th e  c e n t e r l i n e , th e b o u n d a r ie s  o f th e  R ig h t-o f -W a y ,
as d e f i n i t e l y  lo c a te d .

f .  A l l  c o n s t r u c t io n  a c t i v i t i e s  w i t h i n  th e  R ig h t - 
o f-W ay s h a l l be l im i t e d  to  a c o n s t r u c t io n  zone app ro ve d by 
th e  P ip e l in e  C o o rd in a to r in  th e  a p p l ic a b le  N o t ic e  to  P roceed .

2 . D u r a t io n  o f R ig h t-o f-W a y G ra n t

a . The g ra n t he reby made o f th e  R ig h t-o f-W a y  
s h a l l come to  an end and e x p ire  on th e  2nd day o f

May , 2 0 0 ^ , a t 12 noon , (A la s k a  S ta n d a rd T im e ) u n le s s
p r i o r  th e r e t o  i t  i s  re le a s e d , abandoned , o r o th e rw is e  te rm in ­
a te d  p u rs u a n t t o  th e  p ro v is io n s  o f t h i s  Lease o r o f any
a p p l ic a b le  law  o r  r e g u la t io n .

b . Upon th e  e x p i r a t io n  o f th e  i n i t i a l  o r any 
sub sequen t g r a n t o f th e R ig h t - o f -W a y , o r i t s  e a r l i e r  r e ­
l in q u is h m e n t , abandonm en t, o r o th e r te rm in a t io n , th e  p ro ­
v is io n s  o f t h i s  Lea se , to  th e e x te n t a p p l ic a b le , s h a l l 
c o n t in u e  in  e f f e c t  and s h a l l be b in d in g  on th e p a r t i e s  h e re to , 
t h e i r  s u c c e s s o rs o r a s s ig n s , u n t i l  th e y  have f u l l y  pe rfo rm ed 
t h e i r  r e s p e c t iv e  o b l ig a t io n s  and l i a b i l i t i e s  a c c ru in g  b e fo re 
o r on a c c o u n t o f th e  e x p i r a t io n , o r th e  p r i o r  te rm in a t io n ,
o f th e  g r a n t .



c . The C omm iss ione r s h a l l renew th e Lease f o r  
a d d i t i o n a l p e r io d s  up to  te n  (10 ) ye a rs ea ch , so lo n g  as 
th e P ip e l in e  is  in  com m e rc ia l o p e ra t io n  and th e Lessees a re 
in  f u l l  com p lia n ce w i th  S ta te  law , in c lu d in g  b u t n o t 
l im i t e d  to  S ta te  law p e r t a in in g  to  r e g u la t io n  and ta x a t io n  
o f th e  P ip e l in e .

d . Any sub sequen t conveyance , t r a n s f e r  o r o th e r 
d i s p o s i t i o n  o f any r i g h t ,  t i t l e ,  o r i n t e r e s t  in  th e  S ta te  Land 
o r any p a r t th e r e o f , b u rd e n ed by and s u b s e rv ie n t to  t h i s  Lease , 
s h a l l ,  to  th e  e x te n t a llo w e d  by law , be s u b je c t to  th e R ig h t - 
o f-W ay and th e p r o v is io n s  o f t h i s  Lease , in c lu d in g  L e s s e e s ' 
r i g h t  to  renew th e Lease u n d e r S u b se c tio n " c "  o f t h i s  s e c t io n .

3 . R e n ta l

a . Lessees s h a l l pay to  th e  S ta te , a n n u a l ly  and in  
advance , th e  f a i r  m a rk e t r e n t a l va lu e o f th e  R ig h t-o f -W a y  based 
on th e  a p p ra is e d  f a i r  m a rk e t v a lu e  o f th e  la n d .

b . The i n i t i a l  cha rge fo r  th e  f i r s t  y e a r 's  r e n t a l 
s h a l l be One Hundred F o r ty -O n e  Thousand Two Hundred T w e n ty -F iv e  
D o l la r s  ($ 1 4 1 ,2 2 5 .0 0 ) ; h ow e ve r, th is  amount s h a l l be a d ju s te d  
based on a fo rm a l a p p r a is a l conduc ted b e fo re  January i
1975. ---------------------------------

c . The a n n u a l r e n t a l payment i s  s u b je c t to  a d ju s t ­
ment a t f i v e - y e a r  in t e r v a l s  and cha rges o r a d ju s tm e n ts  s h a l l 
be th e  re a p p ra is e d  f a i r  m a rk e t r e n ta l v a lu e  o f th e  la n d .

d . R e n ta l s h a l l n o t be cha rg ed f o r  any la n d  a c a u ire d  
un de r AS 3 8 .3 5 .1 3 0 and conveyed w ith o u t c o s t to  th e  S ta te .

e . F o r th e y e a r i n  w h ich p o r t io n s  o f th e  R ig h t - o f -  
Way a re  re le a s e d  to  th e S ta te  p u rs u a n t to  S e c t io n  1 , S u b s e c tio n  
" d 1, p a ra g ra p h  ( i i )  h e r e o f , th e  S ta te  s h a l l c r e d i t  Lessees 
a g a in s t th e  payment o f f u t u r e  r e n ta l f o r  a p o r t io n  o f th e  r e n t a l 
p a id  to  th e  S ta te  f o r  t h a t y e a r , the amount o f th e  c r e d i t  to
be th e  p o r t i o n  o f r e n t a l p a id  fo r  th a t y e a r a t t r i b u t a b l e  to  th e 
la n d s so re co n ve ved to  th e  S ta te  reduced p ro  r a t a  by th e  p o r t io n  
o f th e  le a s e  ye a r w h ic h had e lapsed p r i o r  to  th e re c o n v e y a n ce .

4 . Common C a r r ie r

Each Lessee s h a l l assume th e  s ta tu s  and p e r fo rm  a l l  
o f i t s  fu n c t io n s  u n d e r ta k e n  unde r the Lease as a common c a r r i e r  
and a c c e p t , ccnvev and t r a n s p o r t w ith o u t d i s c r im in a t io n , c ru d e 
o i l  d e l iv e r e d  to  i t  f o r  t r a n s p o r t a t io n  from  f i e l d s . i n  th e  
v i c i n i t y  o f  th e  P ip e l in e  s u b je c t to  th e  Lease th ro u g h o u t i t s  
r o u te , b o th  on S ta te  Land o b ta in e d  un de r th e  Lease and on 
o th e r la n d ; Lessee s h a l l a c c e p t , convey and t r a n s p o r t c ru d e 
o i l  w i t h o u t u n ju s t o r u n re a s o n a b le  d is c r im in a t io n  in  fa v o r o f 
one p ro d u c e r o r p e rs o n , in c lu d in g  i t s e l f ,  as a g a in s t a n o th e r ,



b u t w i l l  ta k e  th e  c rude o i l  d e l iv e r e d  o r o f f e r e d , w i th o u t un ­
re a s o n a b le  d is c r im in a t io n , t h a t th e  A la s k a  P ip e l in e  Comm iss ion 
s h a l l ,  a f t e r  a f u l l  h e a r in g  w i t h  due n o t ic e  to  th e in t e r e s t e d  
p a r t i e s  and a p ro p e r f i n d in g  o f f a c t s ,  d e te rm in e  to  be re a s o n ­
a b le  i n  th e  pe rfo rm an ce o f i t s  d u t ie s  as a common c a r r i e r .

5 . In te rc h a n g e  o f O i l

Lessees ag ree to  in te r c h a n g e  c ru d e o i l  w i th  each 
l i k e  common c a r r i e r  and p ro v id e  c o n n e c t io n s  and f a c i l i t i e s  
f o r  th e  in te r c h a n g e  o f c ru d e o i l  a t e v e ry  l o c a l i t y  re a ched 
by b o th  p ip e l in e s  when th e  n e c e s s i t y  e x i s t s ,  s u b je c t to  
r a te s  and r e g u la t io n s  made by th e  a p p r o p r ia te  S ta te  o r 
f e d e r a l r e g u la t o r y  agency .

6 . Books., A ccoun ts and R e co rd s ; Access to  P ro p e r ty  
and Recc is

a . Each Lessee s h a l l m a in ta in  and p re s e rv e  b o o k s , 
a c c o u n ts  and re c o rd s  and make th o s e  r e p o r t s  th a t th e  S ta te  
may p r e s c r ib e  by r e g u la t io n  o r law  as n e c e s s a ry and a p p ro ­
p r i a t e  f o r  th e  pu rpo ses o f a d m in is t e r in g  AS 3 8 .3 5 . Each 
Lessee s h a l l a c c o rd  a t a l l  re a s o n a b le  t im e s  to  th e  S ta te  
and i t s  a u th o r iz e d  ag e n ts and a u d i t o r s  th e  r i g h t  o f acce ss 
t o  i t s  p r o p e r t y  and re c o rd s , o f in s p e c t io n  o f i t s  p r o p e r t y , 
and o f e x a m in a t io n  and c o p y in g  o f such re c o rd s .

b . Each Lessee ag re e s th a t i t  s h a l l s u bm it to  th e  
C om m iss io ne r o r th e  P ip e l in e  C o o r d in a to r , on re q u e s t , any 
in f o rm a t io n  o r documents o r o th e r m a te r ia ls  w h ic h a re sub ­
m i t t e d  to  th e  S e c re ta ry  o f th e  I n t e r i o r  o r to  th e  A u th o r iz e d  
O f f i c e r  u n d e r th e  Agreement and G ra n t o f R ig h t-o f-W a y  f o r  
th e  T ra n s -A la s k a  P ip e l in e  be tw een th e  U n ite d  S ta te s  and th e  
Lessees and w h ic h a re r e le v a n t to  th e  e n fo rc em e n t o f th e  
r i g h t s  o f th e  S ta te  un de r t h i s  Lea se .

7 . C o n n e c tio n s f o r  D e l iv e r y

Lessees s h a l l p ro v id e  c o n n e c t io n s , as d e te rm in e d  
by th e  A la s k a  P ip e l in e  C omm iss ion , u n d e r AS 4 2 .0 6 .3 4 0 , to  
f a c i l i t i e s  on th e  P ip e l in e  s u b je c t to  th e  Lea se , b o th  on 
S ta te  Land and on o th e r la n d  i n  th e  S ta t e , f o r  th e  pu rp o se o f 
d e l i v e r i n g  c ru d e o i l  to  p e rs o n s ( in c lu d in g  th e  S ta te  and i t s  
p o l i t i c a l  s u b d iv is io n s ) c o n t r a c t in g  f o r  th e  pu rcha se a t 
w h o le s a le  o f c ru d e o i l  t r a n s p o r te d  by th e  P ip e l in e  when 
r e q u ir e d  by th e  p u b l ic  i n t e r e s t .

8 . C o n n e c tio n s f o r  S ta te -O w ned O il

Lessees s h a l l ,  n o tw i t h s ta n d in g  any o th e r p r o v is io n s , 
p ro v id e  c o n n e c t io n s  and in te r c h a n g e  f a c i l i t i e s  a t S ta te  
expense a t such p la c e s th e  S ta te  c o n s id e r s  n e c e s s a ry , i f  
th e  S ta te  d e te rm in e s to  ta k e a p o r t i o n  o f i t s  r o y a l t y  o r 
ta x e s  in  o i l .



#

9 . Compliance w i t h  S ta te  Laws and w i th  R e g u la t io n s  
and o rd e rs o f th e A la s k a P ip e l in e  Comm ission

Lessees s h a l l c o n s t r u c t and o p e ra te  th e  P ip e l in e  in  
acco rdance w i th  a p p l ic a b le  S ta te  law s and la w fu l r e g u la t io n s  
and o rd e rs  o.f th e A la s k a  P ip e l in e  Comm ission.

10. Damage o r D e s t r u c t io n  o f Lea seho ld o r O th e r
P ro p e r ty

Lessees s h a l l ,  a t t h e i r  own expense , d u r in g  th e  te rm  
o f t h i s  Lease:

a . M a in ta in  th e  le a s e h o ld  and P ip e l in e  in  good 
r e p a i r ;

b . P rom p tly  r e p a i r  o r remedy any damage to  th e  
le a s e h o ld ; and

c . P rom p tly  compensate f o r  any damage to  o r
d e s t r u c t io n  o f p r o p e r ty  f o r  w h ich th e  Lessees
a re l i a b l e  r e s u l t i n g  from  damage to  o r 
d e s t r u c t io n  o f th e le a s e h o ld  o r P ip e l in e .

11. T ra n s fe r , A s s ig nm e n t, o r o th e r D is p o s t io n

a . Lessees s h a l l n o t t r a n s f e r , a s s ig n , o r d is p o s e  
o f in  any manner, d i r e c t l y  o r i n d i r e c t l y ,  o r by t r a n s f e r  o f 
c o n t r o l o f th e c a r r i e r  c o r p o r a t io n , t h e i r  i n t e r e s t in  t h i s
Lease , any r ig h t s  u n d e r t h i s  Lease o r th e  P ip e l in e  s u b ie c t to
t h i s  Lease to  any p e rs o n  o th e r th a n a n o th e r Owner o f th e  P ip e ­
l i n e  ( in c lu d in g  S u b s id ia r ie s , P a re n ts and A f f i l i a t e s  o f th e  
O w ne rs ), e xce p t to  th e  e x te n t th a t th e C om m iss io ne r, a f t e r  
c o n s id e ra t io n  o f th e p r o t e c t io n  o f th e p u b l ic  i n t e r e s t  ( i n ­
c lu d in g  w he th e r th e p ro p o se d t r a n s fe r e e  i s  f i t ,  w i l l i n g  and 
a b le  to  p e rfo rm  th e t r a n s p o r t a t io n  o r o th e r a c ts  p ro p o se d i n
a manner th a t w i l l  re a s o n a b ly  p r o te c t th e l i v e s , p r o p e r t y  and 
g e n e ra l w e lfa re  o f th e  peo p le o f A la s k a ) , a u th o r iz e s . The 
Comm iss ione r s h a l l n o t u n re a s o n a b ly  w i th h o ld  h is  c o n s e n t to  
th e t r a n s fe r , a ss ig nm en t o r d is p o s a l .

b . A Lessee t r a n s f e r r i n g  in  w ho le o r i n  p a r t i t s  
r i g h t ,  t i t l e  and i n t e r e s t  in  th e R ig h t-o f-W a v and t h i s  Lease 
s h a l l be re le a s e d  from  i t s  l i a b i l i t i e s  and o b l ig a t io n s  (a c c ru e d , 
c o n t in g e n t o r o th e rw is e ) to  th e  S ta te  unde r t h i s  Lease to  th e  
e x te n t and l im i t  th a t th e  t r a n s fe r e e  assumes u n c o n d i t i o n a l l y  
th e pe rfo rm ance and ob se rva n ce o f each such l i a b i l i t y  and 
o b l ig a t io n ; p ro v id e d , th a t i f  such t r a n s fe r e e  i s  any p e rs o n 
o th e r th a n a n o th e r Owner o f th e P ip e l in e , a Lessee a n d /o r i t s  
g u a ra n to r o r g u a ra n to rs  s h a l l be re le a s e d  from i t s  a n d /o r t h e i r  
l i a b i l i t i e s  and o b l ig a t io n s  to  th e  S ta te  under t h i s  Lease to  
th e e x te n t and l im i t  assumed by th e tr a n s fe re e  in  a t r a n s f e r  
a u th o r iz e d  by th e C omm iss ione r unde r S u b s e c tio n  " a "  o f t h i s  
s e c t io n .
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12. Appointment: of Agent for Service of Process

Lessees s h a l l f i l e  w i t h  t l ie  Comm issioner a w r i t t e n  
a p p o in tm e n t o f a named pe rm anen t r e s id e n t o f th e S ta te  to  be 
t h e i r  r e g is te r e d  agen t i n  th e  S ta te  and to  re c e iv e  s e r v ic e  
o f n o t ic e s , r e g u la t io n s , d e c is io n s  and o rd e rs o f th e  Com­
m is s io n e r ; i f  any Lessee f a i l s  to  a p p o in t an agen t f o r  s e r v ic e , 
s e r v ic e  may be made upon th a t L e sse e b y p o s t in g  a cop y in  th e 
o f f i c e  o f th e Comm iss ione r and f i l i n g  a copy o f i t  i n  th e  
o f f i c e  o f th e L ie u te n a n t G o ve rn o r and by m a il in g  a cop y to  
th e  L e s s e e 's la s t known a d d re s s .

13. In d e m n if ic a t io n  o f th e  S ta te ; L i a b i l i t i e s  o r
Damages A r is in g  w he re th e r e  is  C on cu rre n t Use

a . Lessees s h a l l be l i a b l e  to  the S ta te  f o r  l i a b i l ­
i t i e s ,  damages o r i n j u r y  in c u r r e d  b y  th e  S ta te  caused b y th e  
c o n s t r u c t io n , o p e ra t io n  o r m a in te n a n c e  o f the P ip e l in e , and 
th e y  s h a l l in d em n ify  th e  S ta te  f o r  th e s e  l i a b i l i t i e s ,  damages 
o r i n j u r i e s .

b . The p a r t y  a t f a u l t  s h a l l be l ia b l e  u n d e r th e  p r o ­
v is io n s  o f A r t i c l e  V I I I ,  S e c t io n  8 , o f  th e A la s ka C o n s t i t u t io n  
f o r  th e payment o f damages f o r  i n j u r y  a r is in g  from  n o n c om p lia n c e 
w i t h  a l l  te rm s and c o n d i t io n s  g o v e rn in g  c o n c u r re n t u s e .

• L i a b i l i t y  and P ro p e r t y  Damage In s u ra n c e , S e c u r i t y ,
Underta lcTng o r G u a ra n ty

a . Any le s s e e  s h a l l p ro c u re  and fu r n is h  l i a b i l i t y  
and p r o p e r ty  damage in s u ra n c e  fro m  a company l ic e n s e d  to  do 
b u s in e s s in  the S ta te , o r  f u r n i s h  o th e r  s e c u r i t y  o r u n d e r ta k in g  
upon th e te rm s and c o n d i t io n s  th e  Comm iss ione r c o n s id e rs  
n e c e s s a ry i f  th e C om m iss io ne r f i n d s  t h a t th e n e t a s s e ts  o f 
th a t Lessee a re i n s u f f i c i e n t  t o  p r o t e c t th e p u b l ic  fro m  damage 
f o r  w h ic h such Lessee may be l i a b l e  a r is in g  o u t o f th e  con ­
s t r u c t i o n  o r o p e ra t io n  o f th e  P ip e l i n e .

b . ( i )  I f  th e  C om m iss io n e r f in d s  th a t th e  n e t a s s e ts 
o f any o f th e Lessees a re  i n s u f f i c i e n t  to  p r o te c t th e  p u b l ic  
from  damage fo r  w h ic h any o f th e  Lessees may be l i a b l e  a r i s i n g  
o u t o f th e  c o n s t r u c t io n  o r o p e r a t io n  o f th e P ip e l in e , th e  Com­
m is s io n e r may r e q u ir e  such L e sse e t o  d e l iv e r  to  th e  C omm iss io ne r 
a v a l i d  and u n c o n d i t io n a l g u a ra n ty  o f  th e f u l l  and t im e ly  pa y ­
m ent o f a l l  l i a b i l i t i e s  and o b l i g a t i o n s  o f th e Lessee to  th e 
S ta te  unde r o r in  c o n n e c t io n  w i t h  t h i s  Lease.

( i i )  I t  i s  re c o g n iz e d  t h a t a proposed g u a ra n to r o f 
a Lessee may be a c o r p o r a t io n  ( o r  an in d iv id u a l s to c k h o ld e r 
t h e r e o f ) , a p a r tn e r s h ip  (o r an in d i v i d u a l p a r tn e r t h e r e o f ) , 
an a s s o c ia t io n  th a t i s  a u th o r iz e d  and empowered to  sue and be 
sued and to  h o ld th e t i t l e  to  p r o p e r t y  in  i t s  own' name (o r an



i n d i v i d u a l a s s o c ia te  t h e r e o f ) , a j o i n t  s to c k  company th a t i s  
a u th o r iz e d  and empowered, to  sue and be sued and to  h o ld  th e 
t i t l e  to  p r o p e r ty  in  i t s  own name ( o r any in d iv i d u a l p a r t i c ip a n t 
t h e r e i n ) , o r a b u s in e s s t r u s t  (o r any in d i v i d u a l s e t t l o r  t h e r e o f ) , 
and may o r may n o t d i r e c t l y  o r i n d i r e c t l y  own a le g a l o r bene ­
f i c i a l  i n t e r e s t  in  th e  Lessee whose l i a b i l i t i e s  and o b l ig a t io n s  
a re  so u g h t to  be g u a ra n te e d . In  th e  case o f m u l t i p le  g u a ra n ­
t o r s  t h a t a re  a c c e p ta b le  to  th e  C om m is s io n e r, each s h a l l be 
s e v e r a l l y  l i a b l e  f o r  o n ly  i t s  p r o p o r t io n a te  s h a re  o f any sum 
o r paym ent co ve re d b y th e  g u a ra n ty .

( i i i )  Each g u a ra n ty  s h a l l be s a t i s f a c t o r y  to  th e  
C om m iss io ne r in  a l l  re s p e c ts  in c lu d in g , w i th o u t l im i t a t i o n ,  
th e  fo rm  and sub s ta n ce o f th e  g u a ra n ty , th e  f i n a n c i a l capa ­
b i l i t y  o f a p roposed g u a ra n to r , th e  a v a i l a b i l i t y  o f such 
g u a ra n to r to  s e rv ic e  o f p ro c e s s , th e  a v a i l a b i l i t y  o f th e a s s e ts  
o f such g u a ra n to r w i t h  re s p e c t to  th e  e n fo rc em e n t o f ju dgm en ts 
a g a in s t th e  g u a ra n to r , and th e  number o f g u a ra n to rs  th a t w i l l  
be n e c e s s a ry to  gua ra n te e a l l  o f th e  l i a b i l i t i e s  and o b l ig a ­
t io n s  w h ic h  w i l l  be co ve re d b y a p a r t i c u l a r  g u a ra n ty ; p r o v id e d , 
h ow e ve r, th a t th e  C omm iss ione r s h a l l n o t u n re a s o n a b ly  w i th h o ld  
h is  a p p ro v a l w i th  re s p e c r to  a g u a ra n ty  o r g u a ra n to r .

( i v )  The C omm iss ione r s h a l l have th e  r i g h t  a t any 
tim e ', and from  tim e  to  t im e , to  r e q u i r e  th e  s u b s t i t u t i o n  and 
d e l i v e r y  o f a new fo rm  o f g u a ra n ty  i n  th e  e v e n t e i t h e r  t h a t an 
o u ts ta n d in g  g u a ra n ty  i s  h e ld  to  be i n v a l i d  o r u n e n fo rc e a b le , 
i n  w h o le o r i n  p a r t , b y a c o u r t o f com p e te n t j u r i s d i c t i o n  o r 
t h a t th e c o n t r o l l i n g  law i s ,  b y s t a t u t e  o r j u d i c i a l  d e c is io n , 
so a l t e r e d  as to  im p a ir , p re v e n t o r n u l l i f y  th e  e n fo rc em e n t
o r e x e r c is e  o f any r i g h t  o r o p t io n  o f th e  S ta te  u n d e r an o u t ­
s ta n d in g  g u a ra n ty ; p ro v id e d , how eve r, t h a t th e  o u ts ta n d in g  
g u a ra n ty  ( t o  th e e x te n t o f i t s  v a l i d i t y  o r e n f o r c e a b i l i t y ,  i f  
a n y ) s h a l l c o n t in u e  in  f u l l  fo r c e  and e f f e c t  w i t h  re s p e c t to  
any c la im , s u i t ,  a c c ru e d l i a b i l i t y  o r d e fe n s e th e re u n d e r th a t 
e x is t s  a t th e  tim e o f s u b s t i t u t i o n ;  p r o v id e d , f u r t h e r ,  t h a t 
th e  new fo rm  o f g u a ra n ty , i n  each such c a s e , s h a l l be r e q u ir e d  
as to  a l l  Lessees th a t a t th e  tim e  o f s u b s t i t u t i o n  have 
d e l iv e r e d , o r a re r e q u ir e d  to  d e l i v e r ,  a g u a ra n ty .

(v ) Each g u a ra n ty  s h a l l be accom pan ied b y such 
c e r t i f i c a t e s  and o p in io n s  o f le g a l c o u n s e l as th e  C omm iss ione r 
may r e q u i r e  to  e s ta b l is h  i t s  v a l i d i t y .  The g u a ra n ty  s h a l l i n ­
c lu d e  an a p p o in tm e n t o f an a g e n t f o r  s e r v ic e  o f p ro c e s s th a t 
i s  s a t i s f a c t o r y  to  th e  C om m iss io n e r.

15. Lands Condemned u n d e r AS 3 8 .3 5 .1 3 0

Any in t e r e s t in  la n d  a c q u ire d  u nd e r th e  p r o v is io n s  
o f AS 3 8 .3 5 .1 3 0  f o r  th e  P ip e l in e  w i l l  become p a r t o f th e la n d  
le a s e d  to  th e Lessees un d e r t h i s  I,ease and th e  c o s ts  f o r  th e 
a c q u i s i t i o n  th e r e o f s h a l l be bo rn e by th e  Le sse e s .
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a . Lessees s h a l l s u bm it c o n s t r u c t io n  ( in c lu d in g  
d e s ig n ) p la n s , a q u a l i t y  a ssu ra n ce p ro g ram , and o th e r r e la t e d  
documents as r e q u i r e d  by th e P ip e l in e  C o o rd in a to r f o r  re v ie w  
and a p p ro v a l p r i o r  to  th e  is s u in g  o f N o t ic e s  to  P ro ce ed .

b . The q u a l i t y  a ssu ra n ce p rog ram  s h a l l be com­
p re h e n s iv e  and d e s ig n e d  to  a s s u re th a t th e  e n v iro n m e n ta l 
and te c h n ic a l s t i p u la t i o n s  in  t h i s  Lease w i l l  be f u l l y  
c om p lie d  w i t h  th ro u g h o u t a l l  phases o f c o n s t r u c t io n , o p e ra ­
t i o n ,  m a in te n a n ce and te rm in a t io n  o f th e  P ip e l in e .

c . The f o l l o w in g  c r i t e r i a  s h a l l be in c lu d e d  i n  
th e  q u a l i t y  a s s u ra n c e  p ro g ram , a lth o u g h  Lessees a re  n o t 
l im i t e d  to  th e s e  c r i t e r i a :

( i )  P ro v id e  p r a c t i c a b le  and a p p r o p r ia te  means and 
p ro c e d u re s , in c lu d in g  c o n t in g e n c y  p la n s app ro ve d 
b y th e  P ip e l in e  C o o rd in a to r , f o r  th e  p r e v e n t io n , 
d e t e c t io n  and p rom p t aba tem en t o f any a c tu a l o r 
p o t e n t i a l c o n d i t io n  th a t i s  s u s c e p t ib le  to  p r e ­
v e n t io n  o r aba tem en t b y Lessees w h ic h  a r is e s  o u t 
o f ,  o r c o u ld  a f f e c t  a d v e r s e ly , th e  c o n s t r u c t io n , 
o p e r a t io n , m a in te n a n ce o r te rm in a t io n  o f  a l l  o r 
any p a r t o f th e  P ip e l in e  and w h ic h  a t any t im e  
may cause o r th r e a te n  to  cause (A ) a h a z a rd  to  
th e  s a fe t y  o f w o rk e rs o r to  p u b l ic  h e a l t h  o r 
s a f e t y  ( in c lu d in g  b u t n o t l im i t e d  to  p e rs o n a l 
i n j u r y  o r lo s s  o f l i f e  w i t h  re s p e c t to  any P e rso n 
o r P e rs o n s ) o r (B ) s ig n i f i c a n t  harm o r damage to  
th e  e n v iro n m e n t ( in c lu d in g  b u t n o t l im i t e d  to  
p u b l i c  o r p r i v a t e  p r o p e r t y , w h e th e r r e a l ,  p e r s o n a l 
o r m ix e d , o r a re a s o f v e g e ta t io n  o r t im b e r , f i s h  
o r o th e r  w i l d l i f e  p o p u la t io n s  o r t h e i r  h a b i t a t s , 
w a te r q u a l i t y ,  a i r  q u a l i t y  o r any o th e r n a t u r a l 
r e s o u r c e ) .

( i i )  P ro v id e  p r a c t i c a b le  and a p p ro p r ia te  means and p r o ­
c e d u re s , in c lu d in g  c o n t in g e n c y  p la n s a p p ro v e d b y 
th e  P ip e l i n e  C o o r d in a to r , f o r  th e  r e p a i r  and r e ­
p la c em e n t o f s u b s t a n t ia l l y  damaged ta n g ib le  
p r o p e r t y  and th e  r e h a b i l i t a t i o n  o f s u b s t a n t i a l l y  
damaged n a t u r a l re s o u rc e s ( in c lu d in g  b u t n o t 
l im i t e d  to  r e v e g e ta t io n , r e s to c k in g  f i s h  o r o th e r 
w i l d l i f e  p o p u la t io n s  and r e e s ta b l is h in g  t h e i r  
h a b i t a t s ,  and r e s t o r in g  a i r  and w a te r q u a l i t y )
i f  th e  cause o f th e  damage a r is e s  in  c o n n e c t io n  
w i t h ,  o r r e s u l t s  from , th e  c o n s t r u c t io n , o p e ra ­
t i o n ,  m a in te n a n ce o r te rm in a t io n  o f a l l  o r any 
p a r t o f th e  P ip e l in e .

16. Construction Plans and Quality Assurance



( i i i )  P ro v id e f o r  p r a c t i c a b le  and a p p r o p r ia te  com­
ponen t and sys tem s q u a l i t y  th ro u g h  q u a l i t y  con­
t r o l  management and p la n n in g , and in s p e c t io n  
and t e s t p ro c e d u re s app ro ve d b y th e  P ip e l in e  
C o o rd in a to r .

( i v )  A ssu re th a t th e  s e le c t io n  o f L e s s e e s ' c o n t r a c ­
t o r s , s u b c o n t r a c to r s , and c o n t r a c t pu rcha se s
o f m a te r ia ls  and s e r v ic e s  a re  c o n s is te n t w i th  
q u a l i t y  c o n t r o l p ro c e d u re s  r e q u ir e d  b y t h i s  
s e c t io n .

( v ) D e te rm in e q u a l i t y  p e r fo rm a n c e  by c o n d u c t in g  
su rv e y s and f i e l d  in s p e c t io n s  app ro ved by the 
P ip e l in e  C o o rd in a to r o f a l l  th e  f a c i l i t i e s  
o f Le sse e s ' c o n t r a c to r s  and s u b c o n t r a c to r s .

( v i )  M a in ta in  q u a l i t y  d e te rm in a t io n  re c o rd s  on a l l  
o f th e above p ro c e d u re s  to  en su re d a ta  i d e n t i ­
f i c a t i o n  and r e t r i e v a l  app ro ved by th e  P ip e ­
l i n e  C o o rd in a to r .

17 . R e s e rv a t io n  o f C e r ta in  R ig h ts  to  th e S ta te

a . The S ta te  r e s e r v e s  and s h a l l have a c o n t in u in g  
and re a s o n a b le  r i g h t  o f a c c e s s to  any p a r t o f th e  la nd s ( i n ­
c lu d in g  th e  s u b s u r fa c e  o f ,  and th e  a i r  space abo ve , such 
la n d s ) t h a t a re  s u b je c t to  t h i s  Lea se , and a c o n t in u in g  and 
re a s o n a b le  r i g h t  o f p h y s ic a l e n t r y  to  any p a r t o f th e P ip e ­
l i n e ,  f o r  in s p e c t io n  o r m o n i t o r in g  p u rp o se s and f o r  any o th e r 
p u rp o se o r  re a so n th a t i s  re a s o n a b ly  c o n s is t e n t w i t h  any 
r i g h t  o r o b l ig a t io n  o f th e  S ta te  un d e r any law o r r e g u la t io n , 
t h i s  L ea se , o r any o th e r a g re em e n t, p e rm it o r a u th o r iz a t io n  
r e l a t i n g  i n  w ho le o r i n  p a r t t o  a l l  o r any p a r t o f th e 
P ip e l in e .

b . The r i g h t  o f  a c ce s s and e n t r y  re s e rv e d  in  Sub­
s e c t io n  " a "  o f t h i s  s e c t io n  s h a l l e x te n d to  and be en jo y e d b y 
any c o n t r a c t o r  o f th e S ta t e , any s u b c o n tr a c to r s  ( a t any t i e r )  
o f th e  c o n t r a c to r and t h e i r  r e s p e c t iv e  ag e n ts and em p lo yees , 
as w e l l as such o th e r P e rso n s as may be d e s ig n a te d  from  tim e  
to  tim e i n  w r i t i n g  by th e  P ip e l in e  C o o rd in a to r .

c . The g r a n t in g  o f t h i s  Lease i s  s u b j’e c t to  th e  
e xp re s s c o n d i t io n  th a t th e  e x e r c is e  o f th e  r i g h t s  and p r iv i le g e s  
g ra n te d  u n d e r t h i s  Lease w i l l  n o t u n d u ly  i n t e r f e r e  w i th  th e  
management, a d m in is t r a t io n , o r d is p o s a l b y th e  S ta te  o f th e  
la n d  a f f e c t e d  by t h i s  L e a se , and th a t th e  Lessees ag ree and 
co n s e n t to  th e  occupancy and use by th e  S ta te , i t s  g ra n te e s , 
p e rm it te e s , o r o th e r le s s e e s  o f  any p a r t o f th e  R ig h t-o f-W a v  
n o t a c t u a l l y  o c cu p ie d o r r e q u i r e d  bv th e  P ip e l in e  f o r  th e  f u l l  
and s a fe  u t i l i z a t i o n  o f th e  P ip e l in e , f o r  n e c e s s a ry  o p e ra t io n s  
in c id e n t to  la n d management, a d m in is t r a t io n , o r d is p o s a l.
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d . Pu rsu an t t o  AS 3 8 . 0 5 . 1 2 5 , th e S t a t e  r e s e r v e s  
r i g h t s  as f o l l o w s :

"The p a r t y  o f th e  f i r s t  p a r t , A la s k a , h e re b y 
e x p re s s ly  sa ve s , e x c e p ts and re s e rv e s o u t 
o f th e g ra n t h e re b y made, u n to  i t s e l f ,  i t s  
le s s e e s , s u c c e s s o rs , and a s s ig n s fo r e v e r , a l l  
o i l s ,  gases , c o a l , o re s , m in e ra ls , f i s s io n a b le  
m a te r ia ls , and f o s s i l s  o f e ve ry name, k in d  o r 
d e s c r ip t io n , and w h ic h  may be in  o r upon s a id  
la n d s above d e s c r ib e d , o r any p a r t th e r e o f , 
and th e r i g h t  to  e x p lo re  th e same f o r  such 
o i l s ,  gases , c o a l , o re s , m in e ra ls , f i s s io n a b le  
m a te r ia ls , and f o s s i l s ,  and i t  a ls o  h e re b y 
e x p re s s ly  saves and re s e rv e s  o u t o f th e  g r a n t 
he reb y made, u n to  i t s e l f ,  i t s  le s s e e s , s u c ce s ­
s o rs , and a s s ig n s  fo r e v e r , th e r i g h t  to  e n te r 
by i t s e l f ,  i t s  o r t h e i r  a g e n ts , a t to r n e y s , and 
s e rv a n ts  upon s a id  la n d s , o r any p a r t o r p a r t s  
th e r e o f , a t any and a l l  t im e s , fo r  th e  pu rp o se 
o f o p e n in g , d e v e lo p in g , d r i l l i n g ,  and w o rk in g  
m ines o r w e l ls  on th e s e  o r o th e r la n d s and 
ta k in g  o u t and rem o v in g th e re fro m  a l l  such 
o i l s ,  gase s , c o a l , o re s , m in e ra ls , f i s s i o n ­
a b le  m a te r ia ls  and f o s s i l s ,  and to  th a t end 
i t  f u r t h e r  e x p r e s s ly  re s e rv e s  o u t o f th e  g r a n t 
he re b y made, u n to  i t s e l f ,  i t s  le s s e e s , s u c c e s ­
s o rs , and a s s ig n s  fo r e v e r , th e r i g h t  b y i t s  o r 
t h e i r  a g e n ts , s e rv a n ts  and a t to rn e y s  a t any 
and a l l  t im e s to  e r e c t , c o n s t r u c t , m a in ta in , 
and use a l l  such b u i ld in g s , m a c h in e ry , ro a d s , 
p ip e l in e s , p o w e r l in e s , and r a i l r o a d s , s in k  
such s h a f t s , d r i l l  such w e l ls , remove such 
s o i l ,  and to  rem a in  on s a id  la n d s o r an y p a r t 
th e r e o f f o r  th e  fo r e g o in g  pu rposes and to  
occupy as much o f s a id  la n d s as may be n e c e s ­
s a ry  o r c o n v e n ie n t f o r  such pu rposes h e re b y 
e x p re s s ly  r e s e r v in g  to  i t s e l f ,  i t s  le s s e e s , 
s u c c e s s o rs , and a s s ig n s , as a fo r e s a id , gen ­
e r a l l y  a l l  r i g h t s  and power i n ,  to , and o v e r 
s a id  la n d , w h e th e r h e r e in  exp re ssed o r n o t , 
re a s o n a b ly  n e c e s s a ry  o r c o n v e n ie n t to  re n d e r 
b e n e f ic ia l and e f f i c i e n t  th e com p le te e n jo y ­
ment o f th e  p r o p e r t y  and r ig h t s  h e re b y e x ­
p r e s s ly  r e s e r v e d . "

e . The re i s  re s e rv e d  to  th e S ta te  th e  r i g h t  to  
g ra n t a d d i t io n a l p e rm its  o r easements f o r  r ig h t s - o f - w a y  o r 
o th e r uses to  t h i r d  p a r t i e s  f o r  c om p a t ib le  uses o n , o r ad ­
ja c e n t to , th e la n d s s u b je c t to  th e  R ig h t-o f-W a y . B e fo re  th e  
S ta te  g ra n ts  an a d d i t i o n a l r ig h t - o f - w a y  p e rm it f o r  a com pa t­
i b l e  u se , th e S ta te  w i l l  n o t i f y  Lessees o f i t s  in t e n t i o n s  and



s h a l l c o n s u lt w i t h  Lessees b e fo re  ta k in g  f i n a l a c t io n  in  th a t 
r e g a rd .

f .  No r i g h t s  s h a l l be e x e rc is e d  by th e  S ta te  under 
t h i s  s e c t io n  u n t i l  i t  com p lie s w i t h  th e  p ro v is io n s  o f 
AS 3 8 .0 5 .1 3 0 .

18 . Re im bu rsem en t o f S ta te  Expenses

a . Le ssee s s h a l l re im b u rs e  th e  S ta te  f o r  a l l  re a son ­
a b le  c o s ts  in c u r r e d  b y th e  S ta te  i n  m o n ito r in g  c o n s t r u c t io n  
( in c lu d in g  b u t n o t l im i t e d  to  d e s ig n  re v ie w ) and te rm in a t io n  
o f  a l l  o r any p a r t o f  th e  p ip e l in e  sys tem . The Comm iss ione r 
s h a l l a d m in is te r t h i s  le a s e to  re a s o n a b ly  assu re th a t unneces­
s a r y  employment o f p e rs o n n e l and n e e e d le s s e x p e n d itu re  o f funds 
a re  a v o id e d .

b . R e im bu rsem en t p ro v id e d  f o r  in  t h i s  s e c t io n  and 
i n  S e c t io n  19 h e r e o f s h a l l be made f o r  each q u a r te r e n d in g 
on th e  la s t  day o f M a rch , June , Sep tem ber and December.
On o r b e fo re  th e  s i x t i e t h  (6 0 th ) day a f t e r  th e c lo s e  o f 
each q u a r te r , th e  C omm iss ione r s h a l l s u bm it to  Lessees a 
w r i t t e n  s ta tem e n t o f  any c o s ts  in c u r r e d  by th e S ta te  d u r in g  
t h a t q u a r te r w h ic h  a re  re im b u rs a b le . T h is s ta te m e n t may 
be supp lem en ted w i t h i n  s ix t y  (60 ) days a f t e r  th e  end o f 
a f i s c a l  y e a r f o r  c o s ts  in c u r r e d  i n  th a t yea r b u t b y e xcu sa b le 
n e g le c t n o t p r e v io u s ly  s u bm it te d .

c . Le sse e s s h a l l have th e  r i g h t  to  c o n d u c t , a t t h e i r  
own expense , re a s o n a b le  a u d i ts  b y a u d i to r s  o r a c c o u n ta n ts  
d e s ig n a te d  b y L e s s e e s , o f th e  b o o k s , re c o rd s  and docum ents o f 
th e  S ta te  r e l a t i n g  t o  th e  item s on any p a r t i c u la r  s ta te m e n t 
t h a t  s h a l l be s u b m it te d  in  a cco rd a n ce w i t h  th e p ro c e d u re  o u t­
l i n e d  in  S u b s e c t io n  " b " o f t h i s  s e c t io n , a t th e p la c e s  where 
su ch boo ks , re c o rd s  and documents a re  u s u a l ly  m a in ta in e d  and 
a t  re a s o n a b le  t im e s ; p ro v id e d , h ow e ve r, th a t w r i t t e n  n o t ic e  o f 
a d e s i r e  to  c o n d u c t such an a u d i t m us t be g iv e n  to  th e  Com­
m is s io n e r (1 ) a t l e a s t f i f t e e n  (1 5 ) days p r io r  to  such a u d i t , 
and (2 ) by n o t l a t e r  th a n th e s e v e n t y - f i f t h  (7 5 th ) day a f t e r  
th e  c lo s e  o f th e  q u a r te r  f o r  w h ic h  th e  b o o k s , re c o rd s  and docu­
m en ts a re  so u g h t to  be a u d i te d ; and p ro v id e d , f u r t h e r ,  th a t any 
su ch a u d i ts  s h a l l be com p le ted w i t h i n  n in e ty  (9 0 ) days a f t e r  
r e c e ip t  b y Lessees o f  th e s ta tem e n t c o n ta in in g  th e  ite m s to  be 
a u d i te d .

d . N o th in g  h e re in  s h a l l r e q u i r e  th e  S ta te  to  m a in ­
t a i n  bo o ks , re c o rd s  o r documents o th e r than th o se u s u a l ly  m a in ­
t a in e d  b y i t ,  p r o v id e d  such boo k s , re c o rd s  and docum ents re a son ­
a b ly  s e g re g a te  and i d e n t i f y  th e  c o s ts  f o r  w h ic h re im bu rsem en t
i s  r e q u ir e d  b y t h i s  s e c t io n . Such b o o k s , re c o rd s and documents 
s h a l l be p re s e rv e d  o r  caused to  be p re s e rv e d  f o r  a p e r io d  o f 
a t le a s t two (2 ) y e a rs  a f t e r  th e  S ta te  subm its a s ta te m e n t fo r 
re im b u rs em en t based on such b o o k s , re c o rd s  and d o cum en ts . The 
a u d i t o r s  o r a c c o u n ta n ts  d e s ig n a te d  b y Lessees s h a l l have



re a s o n a b le  a c c e s s t o ,  and th e r i g h t  to  co p y , a t t h e i r  expense , 
a l l  such b o o k s , re c o rd s  and docum en ts ,

e . L e s se e s s h a l l pay to  th e  S ta te  th e t o t a l  amount 
shovm on each s ta te m e n t by n o t l a t e r  th a n th e  n i n e t i e t h  (9 0 th ) 
day f o l l o w in g  th e  c lo s e  o f th e q u a r te r to  w h ic h th e  s ta tem e n t 
r e la t e s ;  p r o v id e d , how eve r, th a t i f  any o f th e Lessees d e c id e 
to  d is p u te  any i te m  o f a s ta tem en t f o r  re im b u rs em e n t, Lessees , 
on o r b e fo re  th e  d a te  on w h ich th e s ta te m e n t i s  due and p a y a b le , 
s h a l l g iv e  th e  C omm iss io ne r w r i t t e n  n o t ic e  o f each i te m  th a t i s  
d is p u te d , a ccom pan ie d by a d e ta i le d  e x p la n a t io n  o f t h e i r  o b je c ­
t i o n ,  o r w r i t t e n  n o t ic e  o f each ite m  to  be a u d i te d , and s h a l l 
pa y th e  S ta te  th o s e  amounts f o r  th e  ite m s th a t a re  n o t d is p u te d  
o r a re  n o t to  be a u d i te d . Lessees s h a l l g iv e  th e  Comm iss ione r 
p rom p t w r i t t e n  n o t i c e  o f th e c om p le t io n  o f th e  a u d i t o f a l l  
ite m s o f  a s ta te m e n t b e in g  a u d ite d . On a d a te f i x e d  b y th e 
C om m is s io n e r , b u t n o t more than t h i r t y  (30 ) days a f t e r  n o t ic e  o f 
a d is p u te d  s ta te m e n t o r a f t e r  n o t ic e  o f th e  c o m p le t io n  o f th e 
a u d i t ,  th e  C om m is s io n e r and th e Lessees s h a l l meet t o  d is c u s s 
and a t te m p t t o  r e s o lv e , a l l  item s w h ic h  a re  d is p u te d  o r w h ic h 
have n o t been r e s o lv e d  by the a u d i t . Any item s r e s o lv e d  as b e in g  
p a y a b le  to  th e  S ta te  s h a l l be p a id  w i t h i n  t h i r t y  (3 0 ) days a f t e r  
b e in g  r e s o lv e d , to g e th e r w i t h  in t e r e s t th e re o n , up to  th e  d a te
o f  paym en t a t a t o t a l  annua l p e rc e n ta g e r a t e  e q u a l to  th e  d i s ­
c o u n t r a t e  o f th e  F e d e ra l Reserve Bank f o r  D i s t r i c t  Tw e lve 
(San F ra n c is c o ) i n  e f f e c t  on th e o r i g i n a l due d a te  o f  th e  s t a t e ­
m e n t.

f .  I n  a d d i t i o n  to  th e r i g h t  to  a u d i t q u a r t e r l y  s t a t e ­
m en ts as p ro v id e d  i n  S u b se c tio n " c M o f t h i s  s e c t io n , i f  Lessees 
b e l ie v e  th a t u n n e c e s s a ry  employment o f p e rs o n n e l o r n e e d le s s 
e x p e n d i tu r e  o f fu n d s  has o c c u rre d  o r i s  l i k e l y  to  o c c u r ,
L e ssees may r e q u e s t th e  a p p ro v a l o f th e  Comm iss ione r f o r  Lessees 
t o  c o n d u c t p r o m p t ly , and a t t h e i r  own expense , a f u l l  and 
c om p le te  a u d i t b y a u d i t o r s  o r a c c o u n ta n ts  d e s ig n a te d  b y Lessees , 
o f  th e  b o o k s , r e c o r d s  and documents c o n c e rn in g  th e  m a t te r s  to
be a u d i te d , a t th e  p la c e s  where th e  b o o k s , re c o rd s  and documents
to  be a u d i te d  a re  u s u a l ly  m a in ta in e d  and a t re a s o n a b le  t im e s .
Such re q u e s t s h a l l be in  w r i t i n g , s h a l l s p e c i f y  th e  m a t te r s  to  
be a u d i te d  and s h a l l s ta te  th e in fo rm a t io n  a v a i la b le  to  Lessees 
upon w h ic h  th e  re q u e s t i s  based . The Comm iss ione r s h a l l app ro ve 
o r deny such r e q u e s t p ro m p t ly , and a p p ro v a l o f any su ch re q u e s t
s h a l l n o t be u n re a s o n a b ly  w i th h e ld . Any c o m p la in t w h ic h  Lessees
may have as a r e s u l t  o f such a u d i t s h a l l be made to  th e  Com­
m is s io n e r and s h a l l be gove rned by th e  p ro c e d u re  s e t f o r t h  in  
S u b s e c t io n  " e "  o f  t h i s  s e c t io n  to  th e  e x te n t a p p l ic a b le .

1 9 . R ig h t o f  th e  S ta te  to  P e r fo rm

a . I f ,  a f t e r  t h i r t y  (30 ) d a y s , o r in  em e rgenc ie s 
such s h o r te r  p e r io d s  as s h a l l n o t be u n re a s o n a b le , fo l lo w in g  
th e  m ak in g o f a demand th e r e fo r by th e  C omm iss ione r i n  th e 
manner t h a t i s  p r o v id e d  in  S t i p u la t i o n  1 .6  f o r  g iv in g  w r i t t e n



n o t ic e s , L e s s e e s , o r th e \ r re s p e c t iv e  a g e n ts , em n lo vees , con ­
t r a c t o r s  o r s u b c o n t r a c to r s  ( a t any t i e r ) , s h a l l f a i l  o r re fu s e  
to  p e r fo rm  any a c t io n  re q u ir e d  by t h i s  Lease o r b y th e P ip e ­
l i n e  C o o rd in a to r u n d e r t h i s  Lease , th e S ta te  s h a l l have th e 
r i g h t ,  b u t n o t th e o b l ig a t io n , to  p e r fo rm  any o r a l l  o f such 
a c t io n s  a t th e  s o le  expense o f Lessees . P r io r  to  d e l iv e r y  o f 
any such demand, th e P ip e l in e  C o o rd in a to r s h a l l c o n fe r w i t h  
th e L e s s e e s , i f  p r a c t ic a b le  to  do so , re g a rd in g  th e  re q u ir e d  
a c t io n  o r a c t io n s  th a t a re in c lu d e d  in  th e  demand. The P ip e ­
l i n e  C o o rd in a to r s h a l l s u bm it to  Lessees a s ta tem e n t o f th e 
expenses in c u r r e d  by th e S ta te  d u r in g  th e p re c e d in g  q u a r te r 
in  th e p e rfo rm a n c e by th e S ta te  o f any re q u ir e d  a c t io n  and 
th e amount shown to  be due on each such s ta tem e n t s h a l l be 
p a id  b y Le s se e s . Lessees may d is p u te  w he th e r th e  w o rk in v o lv e d  
was j u s t i f i e d  and th e re a so n a b le n e s s o f th e s p e c i f i c a t io n s  
f o r ,  and th e  c o s t o f ,  such w o rk .

20 . B re a c h ; E x te n t o f L i a b i l i t y  o f Lessees

The l i a b i l i t i e s  and o b l ig a t io n s  o f each Lessee u n d e r 
t h i s  Lease a re  j o i n t  and s e v e ra l , e xce p t th a t th e  l i a b i l i t i e s  
and o b l ig a t io n s  o f each Lessee a re s e v e ra l unde r th e fo l lo w in g  
s e c t io n s :

S e c t io n  1 G ra n t o f R ig h t-o f-W a y

2 D u ra t io n  o f R ig h t-o f-W a y

3 R e n ta l

4 Common C a r r ie r

5 In te rc h a n g e  o f O i l

6 Books , A ccoun ts and R eco rds ; Access 
to  P ro p e r ty  and Records

7 C on n e c tio n s f o r  D e l iv e r y

8 C on n e c tio n s f o r  S ta te -Owned O i l

9 C om p liance w i t h  S ta te  Laws and w i t h  
R e g u la t io n s  and O rde rs o f th e A la s k a 
P ip e l in e  Comm ission

10 Damage o r D e s t r u c t io n  o f Lea se h o ld o r 
O th e r P ro p e r ty

11 T ra n s fe r , A s s ig nm en t, o r o th e r D is p o s i t io n

12 A ppo in tm en t o f Agen t f o r  S e rv ic e  o f 
P roce ssm

-15 -



13 Indemnification of the State; L ia b i l i ­
t i e s  or Damages Arising where there i s  
Concurrent Use

in L i a b i l i t y  and P ro p e r ty  Damage In s u ra n c e  
S e c u r i t y , U n d e r ta k in g  o r G ua ra n ty

15 Lands Condemned unde r AS 38.35 .130
18 Re im bursem en t o f S ta te  Expenses

19 R ig h t o f th e  S ta te  to  P e rfo rm

22 D u ty o f Lessees to  P re ve n t o r A ba te

28 L o c a l H ire

29 R e le a se o f R ig h t-o f-W a y

30 F o r f e i t u r e  o f Lease

31 Ag reem en ts among Lessees

35 Remedies C um u la t iv e ; E q u ita b le R e l ie f

39 A u th o r i t y  to  E n te r Agreements

H2 B in d in g  E f f e c t o f Covenants

S t i p u l a t i o n  l . H

S t i p u l a t i o n  1 .1 0 ,1

P ro v id e d * how eve r, t h a t as to  any o b l ig a t io n  to  pay money to  th e 
S ta te , each Lessee s h a l l n o t be l i a b l e  f o r  any g r e a te r  p o r t i o n  
th e r e o f th a n th e  amount o f th e  t o t a l  l i a b i l i t y  m u l t i p l i e d  tim e s 
th e  p e rc e n ta g e o f i t s  u n d iv id e d  in t e r e s t in  th e  R ig h t - o f -W a y  
a t th e  tim e s th e l i a b i l i t y  was in c u r r e d .

21 . V a ld e z T e rm in a l F a c i l i t y

Lessees s h a l l a f f o r d  r e p r e s e n ta t iv e s  o f th e  U n ite d  
S ta te s  Depa rtm en t o f th e  I n t e r i o r  f u l l  and f r e e  access a t a l l  
t im e s  to  th e V a lde z T e rm in a l s i t e  f o r  th e  pu rpo se o f e n fo r c in g  
th e  s t ip u la t io n s  o f th e  U n ite d  S ta te s  D epa rtm en t o f th e  
I n t e r i o r  a t th e f a c i l i t y .

22. Du ty o f Lessees to  P re v e n t o r Abate

a . Lessees s h a l l p re v e n t o r , i f  th e  p ro c e d u re , 
a c t i v i t y ,  e v e n t o r c o n d i t i o n  a lr e a d y  e x is t s  o r has o c c u r r e d , 
s h a l l a b a te , as c o m p le te ly  as p r a c t i c a b le , u s in g  th e  b e s t 
p r a c t ic a b le  te c h n o lo g y a v a i l a b l e , any p h y s ic a l o r m e c h a n ic a l 
p ro c e d u re , a c t i v i t y ,  e v e n t o r c o n d i t io n , e x is t in g  o r o c c u r r in g  
a t any tim e (1 ) th a t i s  s u s c e p t ib le  to  p re v e n t io n  o r a b a tem e n t;



(2) that arises out of, or could a f fe c t  adversely, the con­
struction , operation, maintenance or termination of a l l  or 
any part of the Pipeline; and (3) that causes or threatens to 
cause (a) a haaard to the safety of workers or to the public 
health or safety (including but not limited to personal injury 
or lo ss  of l i f e  with respect to any Person or Persons) or (b) 
serious harm or damage to the environment (including but not ' 
lim ited to water and air quality, areas of vegetation or 
timber, f ish  or other w ild life  populations, or th e ir  habitats, 
or any other natural resource).

b. Lessees shall cause their  respective agents, 
employees, contractors and subcontractors (at any t ie r )  to 
observe and comply with the foregoing provisions o f th is  
section .

23. Compliance with Notices to Proceed
All construction of the Pipeline on State Land under­

taken by Lessees sha ll comply in a l l  respects with the pro­
v is ion s  of Notices to Proceed that are issued by the Pipeline  
Coordinator.

24- Temporary Suspension Orders of the Pipeline  
Coordinator
a. The Pipeline Coordinator may at any time order the 

temporary suspension of any or a l l  construction, operation, main­
tenance or termination a c t iv i t ie s  of Lessees, th e ir  agents, 
employees, contractors or subcontractors (at any t ie r )  in 
connection with the P ipeline, including but not lim ited to 
the transportation of O il, i f

( i)  An immediate temporary suspension of such 
a c t iv i t ie s  i s  necessary to protect (A) public  
health or safety (including, but not lim ited  
to, personal injury or lo ss  of l i f e  with re ­
spect to any Person or Persons), or (B) the 
environment from immediate, serious and ir r e ­
parable harm or damage (including, but not 
limited to , harm or damage to water and a ir  
quality, areas of vegetation or timber, f is h
or other w ild l i fe  populations, or their  habitats ,  
or any other natural resource); or
( i i )  Lessees, their  respective agents, employees, 
contractors or subcontractors (at any t ie r )  are 
fa i l in g  or refusing, or have fa iled  or refused, 
to comply with or observe (A) any provision of  
this Lease necessary to protect public health , 
safety or the environment, or (B) any order of 
the Pipeline Coordinator implementing any such



provisions of th is  Lease or of any agreement, 
permit or authorization  that shall have been 
duly approved, issued or granted by the Pipe­
line  Coordinator in connection with a l l  or any 
part of the P ip e lin e .
b. the P ip elin e  Coordinator shall Rive Lessees prior 

n o t ic e  o f  any temporary suspension order as he deems practicable. 
I f  circumstances permit, the P ip elin e  Coordinator sh a l l  discuss 
w ith  L essees, prior to is su in g  the order, appropriate measures 
to ( i )  forthwith abate or avoid the harm or threatened harm 
that i s  the reason for the issuance of the order or ( i i )  e f fe c t  
compliance with the provision  or order, whichever i s  applicable.

c. After a temporary suspension order has been 
given by the Pipeline Coordinator, Lessees shall promptly comply 
w ith a l l  o f the provisions o f  the order and sh a ll not resume 
any a c t iv i t y  suspended or cu rta iled  thereby except as pro­
vided in  th is  Lease or pursuant to court order.

d. Any temporary suspension order which, in  an 
emergency, i s  given o r a l ly  sh a ll  be confirmed in w ritin g , as 
provided for in S tip u lation  1 .6 .2 .  Each written order or written  
confirmation of an order sh a ll  se t  forth  the reasons for the 
suspension. Each temporary suspension order sh a ll  be lim ited ,  
in so far  as is  p racticab le , to the particu lar area or a c t iv i ty  
that i s  or may be a ffec ted  by the a c t iv i t i e s  or conditions
that are the basis of the order. Each order sh a ll  be e f f e c ­
t iv e  as of the date and time given, unless i t  s p e c i f ie s  other­
w ise .  Each order sh a ll  remain in f u l l  force and e f f e c t  u n til  
m odified or revoked in  w riting by the Pipeline Coordinator.

e. Resumption of any suspended a c t iv i ty  s h a ll  be 
promptly authorized by the P ipeline  Coordinator in w riting  when 
he i s  s a t is f ie d  that ( i )  the harm or threatened harm has been 
abated or remedied, or ( i i )  Lessees have e ffec ted , or are ready, 
w il l in g  and able to e f f e c t  compliance with the provision  or 
order, whichever i s  ap p licab le .

f .  Any temporary suspension order that i s  given or 
issu ed  in accordance with th is  section  sh a ll be subject to the 
prov isions of Section 25.

25. Appeal Procedure
a . A ppea ls fro m  Tem po ra ry S uspen s io n O rd e rs o f 

P ip e l i n e  C o o rd in a to r ; A p p e a ls  from  D e n ia ls  o f R e sum p tio n o f 
Suspended A c t i v i t i e s :

( i)  Lessees may appeal d ir e c t ly  to the Commissioner 
for review o f  (A) any temporary suspension 
order issued by the P ipeline  Coordinator pursuant 
to Section 24 of th is  Lease; and (E) any denial



by the Pipeline Coordinator of a request for re ­
sumption of a c t iv i t i e s  suspended pursuant to such 
temporary suspension order. Lessees sh a ll f i l e  a 
notice of appeal for review promptly a fter  
the e ffe c t iv e  date o f  the order or denial being 
appealed. The notice  sh a ll  set forth with 
p articu lar ity  the order or denial being ap­
pealed. To perfect an appeal, Lessees sh a ll  
promptly f i l e  with the Commissioner a s ta te ­
ment of facts of the matter and a statement 
of applicable law supplemented by such docu­
ments and arguments on the facts and the law 
as Lessees may wish to present to ju s t i fy  
modification or reversal o f  the order or 
denial. A ll statements o f  facts shall be 
under oath.
( i i )  Except as provided hereinafer in th is  
section , the Commissioner sh a ll decide the 
appeal within three (3) days from the date 
the Commissioner rece iv es  notice from Lessees 
that a l l  statements for review have been sub­
mitted. I f  the Commissioner does not render 
a decision within that time, the appeal sh a ll  
be considered to have been denied by the 
Commissioner, and such denial shall con stitu te  
the f in a l administrative decision of the 
Commissioner.
( i i i )  Any decisions o f  the Commissioner
as to any matter a r is in g  out of this Lease 
sh a ll constitute the f in a l  administrative 
decision of the Commissioner.
b. Appeals with Respect to Notices to Proceed:
( i)  Lessees may appeal to the Commissioner i f ,  with 
respect to a particular application for a Notice
to Proceed (A) the P ip e lin e  Coordinator has 
refused to issue the N otice to Proceed within  
the time prescribed pursuant to Stipulation 1 .7 .4 .4  
or (B) the Pipeline Coordinator.has issued a 
Notice to Proceed not sub stantia lly  in accord 
with the application therefor. I f  the P ipeline  
Coordinator has not acted within the prescribed  
time to either issue or deny the issuance of  
the Notice to Proceed, such failure to act 
sh a ll be deemed to be a refu sa l by the P ipeline  
Coordinator to issue the Notice to Proceed.
( i i )  The ground or grounds for such an appeal 
sh a ll be one or more o f  the following:



(A ) The P ip e l in e  C o o rd in a to r has c o n s tru e d  
th e  a p p l ic a b le  S t ip u la t io n s  e r ro n e o u s ly ; 
o r

(B ) The P ip e l in e  C o o rd in a to r has imposed 
a r b i t r a r y  and c a p r ic io u s  r e q u i r e ­
m en ts to  e n fo rc e  th e S t ip u la t i o n s ; o r

(C) Le ssees have made a bona f id e  
e f f o r t  to  m ee t th e  re q u ire m e n ts  o f th e 
P ip e l in e  C o o rd in a to r , b u t w i t h  th e  b e s t 
p r a c t i c a b le  te c h n o lo g y a v a i la b le , a re  
u n a b le  to  com p ly ; o r

(D) By f a i l i n g  to  a c t upon th e  re q u e s te d  
N o t ic e  to  P roceed w i th in  th e  p re s c r ib e d  
t im e , th e  P ip e l in e  C o o rd in a to r has been 
u n re a s o n a b le .

( i i i )  Each a p p e a l u n d e r t h i s  s u b s e c t io n  s h a H  be
s u b j e c t  t o  t h e  a p p e a l  p r o c e d u r e  s e t  f o r t h  i n  S u b ­
s e c t i o n  " a M o f  t h i 3  s e c t i o n .

c . As to  an y o th e r m a t te r r e l a t i n g  to  c o n s t r u c ­
t i o n  upon w h ic h  a d e c is io n  o f th e  C omm iss ione r i s  r e q u ir e d  
unde r t h i s  L e a se , .2. f a i l u r e  o f the C omm iss ione r to  re n d e r 
a d e c is io n  w i t h i n  th r e e  (3 ) days a f t e r  r e c e iv in g  a re q u e s t
" f o r  a d e c is io n  from  th e  Lessees s h a l l c o n s t i t u t e  a d e n ia l o f 
t h a t re q u e s t and s h a l l c o n s t i t u t e  th e f i n a l  a d m in is t r a t iv e  
d e c is io n  o f th e  C om m is s io n e r.

d . As to  m a t te r s  n o t cove red by S u b s e c t io n s ’’a , "
" b " and " c "  o f  t h i s  s e c t io n  upon w h ich a d e c is io n  o f th e  Com­
m is s io n e r i s  r e q u ir e d  u n d e r t h i s  Lease , th e  f a i l u r e  o f th e  
C omm iss ione r to  re a c h  a d e c is io n  w i t h in  t h i r t y  (3 0 ) days a f t e r  
r e c e iv in g  a re q u e s t f o r  a d e c is io n  from  th e  Lessees s h a l l co n ­
s t i t u t e  a d e n ia l o f t h a t re q u e s t and s h a l l c o n s t i t u t e  th e  f i n a l  
a d m in is t r a t iv e  d e c is io n  o f th e  C omm iss ione r.

26. R eque s ts t o  Resume; Appea ls

a . I f  b y a te m p o ra ry  suspens io n o rd e r is s u e d  p u r s u a n t 
to  S e c t io n  24 o f t h i s  L e a se , th e  P ip e l in e  C o o rd in a to r has 
o rd e re d  th e  s u s p e n s io n  o f  an a c t i v i t y  o f L e s se e s , Lessees may
a t any tim e  t h e r e a f t e r  f i l e  w i t h  the P ip e l in e  C o o rd in a to r a 
re q u e s t f o r  p e rm is s io n  to  resum e th a t a c t i v i t y  on th e g ro u n d 
th a t th e re a s o n  f o r  th e  s u s p e n s io n no lo n g e r e x is t s . The 
re q u e s t s h a l l c o n ta in  a s ta te m e n t , unde r o a th , o f th e  f a c t s  
w h ic h in  L e s s e e s ' v ie w  s u p p o r t th e p r o p r ie t y  o f re s u m p t io n .

b . The P ip e l in e  C o o rd in a to r s h a l l re n d e r a d e c is io n , 
e i t h e r  g ran ; in g  o r d e n y in g  th e  re q u e s t , w i t h i n  th r e e  (3 ) days
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o f th e  d a te  th a t the re q u e s t was f i l e d  w i t h  h im . I f  th e P ip e ­
l i n e  C o o rd in a to r does n o t re n d e r a d e c is io n  w i t h i n  th a t t i n e , 
th e  re q u e s t s h a l l be c o n s id e re d d e n ie d  and th'£ Lessees nay 
a p p e a l to  th e  Comm iss ione r as p ro v id e d  i n  S e c t io n  25.

27 . L i a b i l i t y  o f th e S ta te

Lessees ag ree th a t n e i t h e r  th e S ta te  n o r any o f i t s  
o f f i c i a l s ,  em p loyees , agen ts o r c o n t r a c to r s  s h a l l be l ia b l e  fo r  
money damages f o r  any lo s s  caused to  Le ssee s , t h e i r  agen ts o r 
c o n t r a c to r s , b y rea son o f d e c is io n s  made in  re s p e c t to  th e 
a p p l ic a t io n  and a d m in is t r a t io n  o f t h i s  Lease ; p ro v id e d , howeve r, 
t h i s  Lease s h a l l n o t be in t e r p r e t e d  to  excuse th e  S ta te , i t s  
o f f i c i a l s ,  em p loyees , agen ts o r c o n t r a c to r s  from  l i a b i l i t y  f o r  
damages o r i n j u r i e s  r e s u l t in g  fro m  o th e r a c ts w h ic h  a re a c ts  
o f n e g l ig e n c e  o r a c ts  o f w i l l f u l  m is c o n d u c t .

28 . L o c a l H ire

Lessees s h a l l comply w i t h  a l l  v a l i d  and a p p l ic a b le  
law s and r e g u la t io n s  w i th  re g a rd  to  h i r e  o f A la s k a  re s id e n ts . 
Q u a l i f i e d  A la s k a  re s id e n ts  s h a l l be h i r e d  as r e q u ir e d  by 
AS 3 8 .4 0 ; Lessees s h a l l n o t d is c r im in a t e  a g a in s t A la s k a  r e s i ­
d e n ts , as p r o h ib i t e d  b y AS 38 .4 0 and o th e r a p p l ic a b le  and 
v a l i d  law s and r e g u la t io n s  o f th e  S ta te  o f A la s k a . A l l  v a l i d  
and a p p r o p r ia te  p r o v is io n s  o f AS 38 .4 0 a re  in c o rp o r a te d  by 
re fe r e n c e  in t o  t h i s  Lease .

29 . R e lease o f R ig h t-o f-W a y

a . In  c o n n e c t io n  w i t h  th e  r e l in a u is h m e n t , abandon­
m en t o r o th e r te rm in a t io n  b e fo re  th e  e x p i r a t io n  o f  th e g ra n t 
o f th e  R ig h t-o f -W a y , o f any r i g h t  o r i n t e r e s t i n  th e  R ig h t - o f -  
Way, a n d /o r i n  th e use o f a l l  o r any p a r t o f th e  la n d s s u b je c t 
to  th e  R ig h t-o f -W a y , each Lessee h o ld in g  such r i g h t  o r in t e r e s t 
s h a l l p ro m p t ly  e xe cu te and d e l i v e r  to  th e  S ta te , th ro u g h  th e  
C om m iss io n e r, a v a l i d  in s t ru m e n t o f re le a s e  in  re c o rd a b le  fo rm , 
w h ic h  s h a l l be exe cu te d and acknow ledged w i th  th e  same fo r m a l i ­
t i e s  as a deed. The in s t ru m e n t o f re le a s e  s h a l l c o n ta in , among 
o th e r th in g s , a p p ro p r ia te  r e c i t a l s ,  a d e s c r ip t io n  o f th e p e r t i n ­
e n t r i g h t s  and in t e r e s t s , and f o r  th e  b e n e f i t o f th e  S ta te  and 
i t s  g ra n te e s  o r a s s ig n s , e xp re ss re p re s e n ta t io n s  and w a r ra n t ie s  
b y th e  Lessees th a t th e y  a re  th e  s o le  owners and h o ld e r s  o f th e 
r i g h t s  o r in t e r e s t s  d e s c r ib e d  t h e r e in  and th a t such r ig h t s  o r 
in t e r e s t s  a re f r e e  and c le a r  o f a l l  l i e n s , e q u i t ie s  o r c la im s 
o f any k in d  r e q u i r in g  o r th a t may r e q u i r e  the c o n s e n t o f a 
t h i r d  p a r t y , c la im in g  in  w ho le o r in  p a r t by , th ro u g h  o r unde r 
th e  L e s s e e s , f o r  th e v a l i d  re le a s e  o r e x t in g u is h m e n t th e r e o f , 
e x c e p t f o r  such th a t a re owned o r c la im e d  by t h i r d  p a r t ie s  
w h ic h  have jo in e d  in  th e e x e c u t io n  o f th e re le a s e . The fo rm  
and s u b s ta n t iv e  c o n te n t o f each in s t r u m e n t o f re le a s e  s h a l l be 
app ro ved by th e  Comm iss ione r, b u t e x c e p t as o th e rw is e  e x p re s s ly  
p ro v id e d  f o r  in  t h i s  s u b s e c t io n , i n  no e ve n t s h a l l anv such 
in s t r u m e n t o p e ra te  to  in c re a s e  th e  th e n - e x is t in g  l i a b i l i t i e s  
and o b l ig a t io n s  o f th e Lessees fu r n i s h in g  the re le a s e .



b . Each re le a s e  s h a l l be accom pan ied by such re s o ­
l u t i o n s  and c e r t i f i c a t i o n s  as th e  Com rn.issioner may re q u ir e  ir . 
c o n n e c t io n  w i th  th e power o r th e a u t h o r i t y  o f th e  Le sse e s , o r 
o f any o f f i c e r  o r agen t a c t in g  on t h e i r  b e h a l f , to  e x e c u te , 
acknow ledge o r d e l iv e r  th e  re le a s e .

c . N e ith e r th e  te n d e r , n o r th e  te n d e r , a p p ro v a l 
and a c c e p ta n c e , o f any such re le a s e  s h a l l o p e ra te  as an 
e s to p p e l o r w a iv e r o f any c la im  o r ju dgm en t a g a in s t a Lessee
o r as a r e l i e f  o r d is c h a rg e , in  w ho le o r in  p a r t ,  o f any Lessee 
from  any o f i t s  th e n - e x is t in g  l i a b i l i t i e s  o r o b l ig a t io n s  
(a c c ru e d , c o n t in g e n t o r o th e rw is e ) ; and n o tw ith s ta n d in g  any 
such te n d e r o r d e l iv e r y , o r any a p p ro v a l o f th e  C omm iss ione r, 
i f  a re le a s e  s h a l l c o n ta in  any p r o v is io n  th a t o p e ra te s , o r 
t h a t by im p l ic a t io n  m ig h t o p e ra te , to  d is c h a rg e  o r r e l ie v e  , in  
w ho le o r in  p a r t , a Lessee o f and fr'>m any o f  i t s  l i a b i l i t i e s  
o r o b l ig a t io n s  (a c c ru e d , c o n t in g e n t o r o th e rw is e ) o r th a t 
o p e ra te s  o r m ig h t o p e ra te  as an e s to p p e l o r w a iv e r o f any c la im  
o r ju d gm en t a g a in s t a Lessee o r as a co ve n a n t n o t to  sue , such 
p r o v is io n  s h a l l be , and s h a l l be deemed to  b e , v o id  and o f no 
e f f e c t  w ha tso e ve r in s o fa r  as i t  w ou ld have th e  e f f e c t  o f so 
d is c h a rg in g  o r r e l i e v in g  a Lessee o r o p e r a t in g  as an e s to p p e l, 
w a iv e r o r covenan t n o t to  sue.

30 . F o r f e i t u r e  o f Lease

F a i lu r e  to  b e g in  c o n s t r u c t io n  o f th e  P ip e l in e  
w i t h i n  a re a s o n a b le  tim e  o f th e g r a n t in g  o f t h i s  Lease f o r  
re a so n s w i t h in  th e c o n t r o l o f th e  Lessee o r f a i l u r e  o f a 
Lessee o f an in t e r e s t in  th e R ig h t-o f-W a y  s u b s t a n t i a l l y  to  
com p ly w i t h  th e te rm s o f th e Lease s h a l l be g ro u n d s f o r  f o r ­
f e i t u r e  o f th e  R ig h t-o f-W a y in t e r e s t o f th e L e s se e in  an a c t io n  
b ro u g h t by th e  Comm iss ione r in  th e  S u p e r io r C o u r t . B e fo re  th e  
commencement o f an a c t io n  f o r  f o r f e i t u r e  o f an in t e r e s t  in  
th e  R ig h t-o f-W a y und e r t h i s  s e c t io n , th e  C om m iss io n e r s h a l l 
g iv e  th e  Lessee o r Owner o f th e  in t e r e s t n o t ic e  i n  w r i t i n g  o f 
th e  a l le g e d  d e fa u l t and s h a l l n o t commence th e  p ro c e e d in g  
u n le s s  th e  Lessee o f th e  in t e r e s t has f a i l e d  to  i n i t i a t e  good 
f a i t h  e f f o r t s  to  c u re  th e  d e fa u l t w i t h i n  60 d a y s o f th e n o t ic e  
o f th e  a l le g e d  d e f a u l t .

31 . Agreem ents Among Lessees

a . The O r ig in a l Le ssees , and each o f th e n , r e p re s e n t 
and co ve n a n t w i th  th e S ta te  th a t th e y  have e n te re d  in t o  o n ly  
th e  fo l lo w in g  ag reem en ts , and no o th e r a g re em e n ts , w r i t t e n  o r 
o r a l (e x c lu d in g  p r i o r  ag reem en ts th a t no lo n g e r have any fo r c e  
o r e f f e c t ) ,  w h ic h e s ta b l i s h  each O r ig in a l L e s s e e 's  i n t e r e s t in  
th e  P ip e l in e  and each O r ig in a l L e s s e e 's  r e la t io n s h ip s  w i t h  th e 
common a g e n t , as r e fe r r e d  to  in  S t i p u la t i o n  1 . 4 , f o r  a l l  o r any 
phase o f th e  c o n s t r u c t io n , o p e r a t io n , m a in te n a n c e  and te rm in a ­
t i o n  o f th e P ip e l in e  o r any p a r t th e r e o f :



#

«

( i )  Agreement e n t i t l e d  "T ra n s -A la s k a  P ip e l in e  System 
A g re em e n t" , d a te d  as o f A ugus t 27 , 1970, by and amonp. 
A t l a n t i c  P ipe L in e  Company*, BP P ip e L in e  C o rp o ra t io n * , 
Humble P ipe L in e  Company*, Amerada Hess C o rp o ra t io n ,
Home P ipe L in e  Company, M o b il P ip e L in e  Company,
P h i l l i p s  P e tro le um  Company, and Un ion O i l Company
o f C a l i f o r n ia , w i t h  E x h ib i t "C ,M e n t i t l e d  "E n a b lin g  
A g re em en t," annexed th e r e t o ;

( i i )  Agreement e n t i t l e d  " F i r s t  S upp lem en ta l A g re em e n t," 
d a te d  as o f A u g u s t 2 7 , 1970 , by th e  same p a r t i e s ;

( i i i )  Agreement e n t i t l e d  "Second S upp lem en ta l A g re em e n t," 
d a te d  as o f A u g u s t 2 7 , 1970 , by th e  same p a r t i e s ;

( i v )  Agreement e n t i t l e d  " T h i r d  S upp lem en ta l A g re em e n t," 
d a te d as o f A u g u s t 2 7 , 1970 , by th e  same p a r t i e s ;

( v ) Agreement e n t i t l e d  "F o u r th  S up p lem en ta l A g re em e n t," 
d a te d as o f A u g u s t 2 7 , 1970 , by th e same p a r t i e s ;

( v i )  Agreement e n t i t l e d  " F i f t h  S upp lem en ta l A g re em e n t," 
d a te d as o f A u g u s t 2 7 , 1970 , by th e  same p a r t i e s ;

( v i i )  Agreement e n t i t l e d  "A g reem en t f o r  th e  D es ig n and 
C o n s t ru c t io n  o f  th e  T ra n s -A la s k a  P ip e l in e  S y s tem ," 
d a te d as o f A u g u s t 2 7 , 1970 , by and among A t l a n t i c  
P ip e L in e  Company, BP P ip e L in e  C o rp o ra t io n , Humble 
P ip e L in e  Company, Amerada Hess C o rp o ra t io n , Home 
P ip e L in e  Company, M o b i l P ip e L in e  Company, P h i l l i p s  
P e tro le um  Company, U n io n O i l Company o f C a l i f o r n ia ,  
and A ly e s k a P ip e l in e  S e rv ic e  Company;

( v i i i )  Agreement e n t i t l e d  "S h a re h o ld e rs  Agreem en t f o r  
A ly e s k a  P ip e l in e  S e rv ic e  Company," d a te d as o f 
A u g u s t 27, 1970 , b y th e  same p a r t ie s  as th o s e l i s t e d  
w i t h  re s p e c t to  th e  Agreem en t r e f e r r e d  to  im m e d ia te ly  
a b o v e ;

( i x )  A ss ig nm en t, A s s um p tio n , Re lease and Consen t 
A g reem en t, d a te d  as o f A ugu s t 28 , 1970 , in  c o n n e c t io n  
w i t h  th e  t r a n s f e r  by Home P ipe L in e  Company o f a l l  o f 
i t s  r i g h t s ,  t i t l e  and in t e r e s t in  th e  P ip e l in e  System 
and in  th e fo r e g o in g  ag re em en ts , and as a s h a re h o ld e r 
in  and to  A ly e s k a  P ip e l in e  S e rv ic e  Company;

* N o te : ARCO P ipe L in e  Company, a D e law are c o r p o r a t io n , re p re s e n ts
and co ve n a n ts th a t i t  i s  th e  su cce sso r by m e rg e r to  a l l  o f th e 
r ig h t s  and o b l ig a t io n s  o f A t l a n t i c  P ip e L in e  Company. S oh io P ipe 
L in e  Company, a D e law a re c o r p o r a t io n , re p re s e n ts  and co venan ts 
th a t i t  i s  th e  s u c c e s s o r by m e rge r to  a l l  o f th e  r i g h t s  and o b l i ­
g a t io n s  o f BP P ipe L in e  C o rp o ra t io n . Exxon P ip e l in e  Company, 
a D e law a re c o r p o r a t io n , re p re s e n ts  and co ve n a n ts th a t i t  i s  th e 
same c o rp o r a t io n  as Humble P ip e L in e  Company, b u t t h a t i t s  name 
has been d u ly  changed to  "E xxon P ip e l in e  Company."
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(x ) A s s ig nm e n t, Conveyance , and T ra n s fe r Ag reem en t, 
d a te d December 11 , JL9/3, in  c o n n e c t io n  w i th  th e  t r a n s f e r  
b y M o b i l P ip e L in e  Company to  M o b il A la ska P ip e l in e  
Company, a D e law a re c o r p o r a t io n , o f a l l  o f th e  fo rm e r 
com pany 's r i g h t s  u nde r a l l  ag reem en ts r e la t i n g  to  th e 
T ra n s -A la s k a  P ip e l in e  System , to  w h ic h th e fo rm e r 
company i s  a p a r t y , and a l l  r e a l o r p e rs o n a l p r o p e r ty
i n  w h ic h  th e fo rm e r company may have a c q u ire d  an* ow ne r­
s h ip  i n t e r e s t  p u rs u a n t to  such ag reem en ts , and 
u nd e r w h ic h  A s s ig nm e n t, Conveyance , and T ra n s fe r A g re e ­
ment M o b i l A la s k a  P ip e l in e  Company assumes a l l  u n d is ­
c h a rg e d o b l ig a t io n s  o f M o b il P ip e L in e  Company unde r 
any and a l l  o f th e  above m en tio n e d T ra n s -A la s k a  P ip e ­
l i n e  System a g re em en ts , to g e th e r w i t h  c e r t a in  s u p p o r t in g  
docum en ts , each d a te d  December 11 , 1973; and

( x i )  A s s ig nm e n t, C onveyance , and T ra n s fe r A g reem en t, 
d a te d Ja n u a ry 8 , 1974 , in  c o n n e c t io n  w i th  th e  t r a n s fe r  
b y U n io n O i l Company o f C a l i f o r n ia  to  Union A la s k a 
P ip e l in e  Company, a C a l i f o r n ia  c o r p o r a t io n , o f a l l  o f 
th e  fo rm e r com pany 's r ig h t s  u n d e r a l l  agreem en ts 
r e l a t i n g  to  th e  T ra n s -A la s k a  P ip e l in e  System to  
w h ic h th e  fo rm e r company i s  a p a r t y , and a l l  r e a l
o r p e r s o n a l p r o p e r t y  in  w h ic h th e  fo rm e r company 
may have a c q u ir e d  an ow ne rsh ip in t e r e s t  p u rs u a n t to  
such a g re em e n ts , and unde r w h ic h A ss ig nm en t, Convey­
ance and T ra n s fe r Agreem en t U n ion A la s ka P ip e l in e  
Company assumes a l l  u n d is c h a rg e d  o b l ig a t io n s  o f 
U n ion O i l Company o f C a l i f o r n ia  u n d e r any and a l l  
o f  th e  above m e n tio n e d T ra n s -A la s k a  P ip e l in e  System 
a g re em e n ts .

b . S a id ag reem en ts a re  r e f e r r e d  to  c o l l e c t i v e l y  as 
th e "O w ne rsh ip A g re em e n ts ." Each a f f e c te d  Lessee s h a l l d e l i v e r  
p ro m p t ly  to  th e  C omm iss io ne r t r u e  and c o r r e c t c o p ie s  o f a l l  
m o d i f ic a t io n s  o f th e  Ow ne rsh ip Agreem en ts and o f a l l  in s t ru m e n ts  
s u p e rs e d in g , s u p p le m e n tin g , c a n c e l l in g  o r r e s c in d in g , in  w ho le 
o r in  p a r t ,  any one o r more o f th e  Ow ne rsh ip Ag reem en ts .

c . In  th e  e v e n t Lessees e x e c u te  an O p e ra t in g  A g re e ­
m en t, as c o n te m p la te d  i n  S e c t io n  5 .1  o f th e  Agreem ent d e s c r ib e d  
in  S u b s e c t io n  " a " ( i )  above in  t h i s  s e c t io n , o r any l i k e  o r 
s im i la r  ag reem en t w i t h  re s p e c t to  th e o p e ra t io n , m a in te n a n ce o r 
te rm in a t io n  o f a l l  o r any p a r t o f th e  P ip e l in e , Lessees s h a l l 
p ro m p t ly  p r o v id e  th e  C omm iss ione r w i t h  a t r u e  and com p le te copy 
th e r e o f , to g e th e r w i t h  l i k e  c o p ie s  o f a l l  m o d i f ic a t io n s  o f ,  and 
a l l  ag reem en ts s u p e rs e d in g , s u p p le m e n tin g , c a n c e l l in g  o r 
r e s c in d in g , in  w ho le o r in  p a r t ,  th e  O p e ra t in g  Agreem en t o r 
any such l i k e  o r s im i l a r  ag reem en t.



32. R ig h ts  o f  T h ird  P a r t ie s

The p a r t ie s  h e r e to  do n u t in te n d  to  c re a te  any r ig h t s  
u n d e r t h i s  Lease th a t may be e n fo rc e d  by t h i r d  p a r t i e s  f o r  
t h e i r  own b e n e f i t  o r f o r  th e  b e n e f i t o f o th e r s .

33. C ovenan ts In d e p e n d e n t

Each co v e n a n t c o n ta in e d  i n  t h i s  Lease i s , and s h a l l 
be deemed to  b e , s e p a ra te  and in d e p e n d e n t o f , and n o t depen­
d e n t on , any o th e r c o v e n a n t c o n ta in e d  in  th i s  Lea se .

34. W a ive r n o t C o n t in u in g

The w a iv e r b y any p a r t y  h e re to  o f any b re a c h  o f 
any p r o v is io n  o f t h i s  Lease by any o th e r p a r t y  h e r e to , w h e th e r 
such w a iv e r be e x p re s s e d  o r im p l ie d , s h a l l n o t be c o n s tru e d  
to  be a c o n t in u in g  w a iv e r o r a w a iv e r o f . o r c o p s e n t t o ,  any 
sub sequen t o r p r i o r  b re a c h  on th e  p a r t o f such o th e r p a r t y , 
o f th e  same o r any o th e r p r o v is io n  o f t h i s  Lease .

35. Remedies C um u la t iv e ; E q u ita b le  R e l ie f

No rem edy c o n fe r r e d  b y t h i s  Lease upon o r re s e rv e d  
to  th e  S ta te  o r th e  Lessees i s  in te n d e d  to  be e x c lu s iv e  o f 
any o th e r remedy p r o v id e d  f o r  b y t h i s  Lease o r by la w , b u t 
each s h a l l be c u m u la t iv e  and s h a l l be in  a d d i t io n  to  e v e ry  
o th e r remedy g iv e n  h e re u n d e r o r now o r h e r e a f t e r  e x is t i n g  
i n  e q u i t y  o r a t la w ; and th e  S ta te , in  a p ro p e r a c t io n  
i n s t i t u t e d  by i t ,  may seek a dec re e a g a in s t a Lessee o r 
Lessees f o r  s p e c i f i c  p e r fo rm a n c e and in ju n c t i v e  o r o th e r 
e q u i ta b le  r e l i e f ,  as may be a p p r o p r ia te .

36o S e c t io n  H ead in p s

The s e c t io n  h e a d in g s in  t h i s  Lease a re  f o r  con ven ­
ie n c e  o n ly , and do n o t p u r p o r t t o , and s h a l l n o t be deewed to , 
d e f in e , l i m i t  o r e x te n d  th e  scope o r in t e n t o f  th e  s e c t io n  
to  w h ic h  th e y  p e r t a in .

37 . I n t e r p r e t a t i o n  o f  Lease

The a p p l ic a b le  la w  o f th e  S ta te  w i l l  be used in  
r e s o lv in g  q u e s t io n s  o f in t e r p r e t a t i o n  o f th e Lease .

38 . M u l t i p le  C op ie s

T h is  Lease s h a l l be e xe cu te d in  e ig h t (8 ) c o u n te r ­
p a r t s , each o f w h ic h  s h a l l be an o r i g i n a l ,  b u t a l l  o f w h ic h  
s h a l l c o n s t i t u t e  one and th e  same in s t ru m e n t .



39 . A u th o r i t y  to  E n te r Agreement

Each Lessee re p re s e n ts  and w a rra n ts  to  th e  S ta te  
t h a t (a ) i t  i s  d u ly  a u th o r iz e d  and empowered unde r th e  a p p l i c ­
a b le  law s o f th e s ta t e  o f i t s  in c o r p o r a t io n  and by i t s  c h a r te r 
and b y - la w s  to  e n te r i n t o  and p e r fo rm  t h i s  Lease in  a cco rd a n ce 
w i t h  th e  p r o v is io n s  h e r e o f ; (b ) i t s  b o a rd o f d i r e c t o r s  o r d u ly  
a u th o r iz e d  e x e c u t iv e  c om m itte e has d u ly  approved and has d u ly  
a u th o r iz e d  th e  e x e c u t io n , d e l i v e r y  and pe rfo rm ance o f t h i s  
Lease in s o f a r  as i t  p e r t a in s  to  the o b l ig a t io n s  o f t h a t  Le ssee ;
(c ) a l l  c o rp o ra te  and s h a re h o ld e r a c t io n  th a t may be n e c e s s a ry 
o r i n c i d e n t a l to  th e  a p p ro v a l o f t h i s  Lease , and th e  due 
e x e c u t io n  and d e l iv e r y  h e r e o f b y Lessee , has been ta k e n ; and
(d ) t h a t a l l  o f th e  fo r e g o in g  a p p ro v a ls , a u th o r iz a t io n s  and 
a c t io n s  a re  i n  f u l l  fo r c e  and e f f e c t a t th e  tim e o f th e  
e x e c u t io n  and d e l iv e r y  h e r e o f .

4 0 . E x h ib i t s ; In c o r p o r a t io n  o f C e r ta in  Documents 
b y R e fe re n c e ; O th e r E x h ib i t s

a . The e x h ib i t s  t h a t a re a tta c h e d  to  t h i s  Lease 
and t h a t a re  l i s t e d  b e lo w  i n  t h i s  s u b s e c t io n  a re , b y t h i s  
r e fe r e n c e , in c o rp o r a te d  i n t o  and made a p a r t o f t h i s  Lease as 
i f  th e  e x h ib i t s  w e re s e t f o r t h  h e re in  i n  t h e i r  e n t i r e t y :

( i )  S t ip u la t io n s  f o r  th e R ig h t-o f-W a y Lease f o r  
th e  T ra n s -A la s k a  P ip e l in e , b e in g  numbered 1 th ro u g h  
4 .1 ', in c l u s i v e , a t ta c h e d  h e re to  as E x h ib i t " A , "  
w h ic h  a re som e tim es r e fe r r e d  to  in  t h i s  Lease as 
th e  " S t i p u l a t i o n s . "  These p ro v is io n s  a re  in c lu d e d  
p u rs u a n t to  th e  p r o v is io n s  o f AS 3 8 .3 5 .1 2 0 (d ) 
w h ic h  r e q u i r e  te rm s and c o n d i t io n s  th a t a re  
re a s o n a b ly  n e c e s s a ry  to  o b l ig a t e  th e L e s s e e s , to  
th e  e x te n t re a s o n a b ly  p r a c t i c a b le , to  (A ) p re v e n t 
c o n f l i c t s  w i t h  o th e r e x is t in g  uses o f th e  la n d  
in v o lv in g  a s u p e r io r  p u b l ic  in t e r e s t ; (B ) p r o t e c t 
S ta te  and p r i v a t e  p r o p e r ty  in t e r e s t s ; (C ) p re v e n t 
any s i g n i f i c a n t  a d ve rse e n v iro nm e n ta l im p a c t , 
in c lu d in g  b u t n o t l im i t e d  to  th e e ro s io n  o f th e  
s u r fa c e  o f th e  la n d , and damage to  f i s h  and 
w i l d l i f e  and t h e i r  h a b i t a t ;  (D) re s to r e  and r e -  
v e g e ta te  d u r in g  th e  te rm  and a t te rm in a t io n  o f 
t h i s  Lease ; and (E ) p r o te c t th e  in t e r e s t s  o f 
in d iv id u a ls  l i v i n g  in  th e g e n e ra l a rea o f  th e  
R ig h t - o f -U a y  who r e l y  on f i s h ,  w i l d l i f e  and 
b i o t i c  re s o u rc e s  o f th e  a re a f o r  s u b s is te n c e  
p u rp o s e s .

( i i )  A r e fe r e n c e  to  th e  a p p l ic a t io n  f o r  a r i g h t -  
o f-w a y and a r e fe r e n c e  to th e accompanying a l i g n ­
m en t maps and s i t e  lo c a t io n  d raw ings f o r  th e  
P ip e l in e  a t ta c h e d  h e re to  as E x h ib i t " B . "



( i i i )  A d e s c r i p t i o n  o f  t h e  S t a t e  L a n d  in c lu d e d  
i n  t h e  G e n e r a l R o u te  a t t a c h e d  h e r e t o  as E x h i b i t

( i v )  A  d e s c r i p t i o n  o f  th e  R ig h t - o f - W a y , i n c l u d i n g  
a l l  r e l e v a n t  d im e n s io n s , f o r  R e la t e d  F a c i l i t i e s  
a t t a c h e d  h e r e t o  a s E x h i b i t  " D . "

b .  T h e  e x h i b i t s  t h a t  a r e  a t t a c h e d  t o  t h i s  L e a s e  
t h a t  a r e  l i s t e d  b e lo w  i n  t h i s  s u b s e c t io n  a r e  n o t  in c o r p o r a t e d  
i n t o ,  a n d  a r e  n o t  in t e n d e d  t o  b e made a p a r t  o f ,  t h i s  L e a s e .
T h e y  a r e  a t t a c h e d  h e r e t o  o n l y  f o r  i n f o r m a t i o n a l p u r p o s e s :

( i )  C o o p e r a t i v e  A g re e m e n t b e tw e e n  t h e  S t a t e  
o f  A la s k a  a n d  t h e  U n i t e d  S t a t e s  D e p a r tm e n t o f  
I n t e r i o r  r e g a r d i n g  t h e  P ro p o s e d  T r a n s - A la s k a  
P i p e l i n e  a t t a c h e d  h e r e t o  as E x h i b i t  " E . "

( i i )  D o c um e n ts d e le g a t i n g  c e r t a i n  r e s p o n s i b i l -  
t i e s  a n d  a u t h o r i t y  o f  th e  C o m m is s io n e r o f  
N a t u r a l R e s o u r c e s  t o  a P i p e l i n e  C o o r d i n a t o r  
a t t a c h e d  h e r e t o  as E x h i b i t  " F . "

4 1 . L e a s e  N o t a W a iv e r o f  A n y S t a t e  R e g u la t o r y  P ow e r

T h i s  L e a s e  a n d  t h e  c o v e n a n ts  c o n t a i n e d  h e r e i n  s h a l l  
n o t  b e i n t e r p r e t e d  as a l i m i t  o n  th e  e x e r c i s e  b y  t h e  S t a t e  o f  
A la s k a  o f  a n y  p o w e r c o n f e r r e d  b y  v a l i d  s t a t u t e  o r  r e g u l a t i o n  
t o  p r o t e c t  t h e  e n v i r o n m e n t ,  h e a l t h ,  s a f e t y ,  g e n e r a l w e l f a r e ,  
l i v e s ,  o r  p r o p e r t y  o f  t h e  p e o p le  o f  t h e  S t a t e  o f  A la s k a .

4 2 . B i n d i n g  E f f e c t  o f  C o v e n a n ts

T h e  p a r t i e s  a c k n o w le d g e  t h a t  a l l  c o v e n a n t s  o f  t h i s  
L e a s e  a r e  r e q u i r e d  b y  t h e  C o m m is s io n e r . B y e n t e r i n g  i n t o  t h i s  
L e a s e , e a c h  L e s s e e  i s  b o u n d  b y  s u c h  c o v e n a n t s  t o  th e  f u l l  e x t e n t  
o f  t h e  p o w e r o f  t h e  S t a t e  t o  im p o s e  th e  c o v e n a n t s  u n d e r i t s  
a u t h o r i t y  a s o w n e r o f  t h e  la n d  h e r e i n  le a s e d  o r  u n d e r i t s  
p o l i c e  o r  r e g u l a t o r y  p o w e rs  o r  o t h e r w i s e ;  p r o v i d e d  t h a t  t h e  
r i g h t s  o f  a n y  o r  a l l  L e s s e e s  t o  c h a l l e n g e  t h e  p o w e r o f  t h e  
S t a t e  t o  r e q u i r e  a n y  o f  t h e s e  c o v e n a n ts  a s o w n e r o f  t h e  la n d  
h e r e i n  le a s e d  o r  u n d e r i t s  p o l i c e  o r  r e g u l a t o r y  p o w e rs  o r 
o t h e r w i s e  i s  p r e s e r v e d  u n t i l  s u c h  t im e  a s a c t i o n  t o  e n fo r c e  
t h e  c o v e n a n t i s  t a k e n  b y  t h e  S t a t e .  B e f o r e  c om m e n c in g  a n y s u c h  
a c t i o n  t h e  C o m m is s io n e r s h a l l  g i v e  a l l  L e s s e e s  w r i t t e n  n o t i c e  
o f  i n t e n t  t o  e n f o r c e ,  a n d  h e  s h a l l  n o t  comm ence e n fo r c e m e n t 
p r o c e e d in g s  u n le s s  L e s s e e s  h a v e  f a i l e d  t o  i n i t i a t e  good f a i t h  
e f f o r t s  t o  c o m p ly  w i t h  t h e  n o t i c e  w i t h i n  t h i r t y  ( 3 0 ) d a y s o f  
s a i d  n o t i c e .  C o m p l ia n c e  w i t h  a n y  c o v e n a n t o r  w i t h  a n y  s u c h  
n o t i c e  b y  a n y  o r  a l l  L e s s e e s , s h a l l  n o t  c o n s t i t u t e  a w a iv e r  
o f  i t s  o r  t h e i r  r i g h t s  t o  c h a l l e n g e ,  f r o m  t im e  t o  t im e , t h e  
p o w e r o f  t h e  S t a t e  t o  r e q u i r e  o r  t o  e n f o r c e  t h e  same o r  a n y  
o t h e r  c o v e n a n t i n  a n y s u b s e q u e n t a c t i o n  t o  e n f o r c e  ta k e n  b y  
t h e  S t a t e .  A j u d i c i a l  f i n d i n g  t h a t  a n y o f  th e s e  c o v e n a n ts  i s



u n l a w f u l o r  i n v a l i d  s h a l l  n o t  o p e r a t e  t o  i n v a l i d a t e  t h i s  L e a s e  
o r  a n y  o t h e r  c o v e n a n t o f  t h e  L e a s e .

IN  W ITNESS WHEREOF, t h e  p a r t i e s  h e r e t o  h a v e  d u l y  e x e c u t e d  
t h i s  L e a s e  a s o f  t h e  d a t e  f i r s t  a b o v e  w r i t t e n .
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A l a s k a  S t a t u t e s

Title 31. O i l  a n d  G a s .

C h a p te r
05. A la sk a  O il a n d  G as C o nserva tion  A ct (§§ 31.05.005 — 31.05.170) 
15. C om m on P u rc h a se rs  of Oil (§§ 31.15.010 —  31.15.050)
30. M isce llan eous P rovisions t§ 31.30.010)

ReviBor’s note9. —  The provisions of S L A  1982, and to m a k e  other, minor word 
this title were redrafted in 1985 to remove changes, 
personal pronouns pursuant to § 4, ch. 58.

C h a p te r 05 . A la s k a  O i l a n d  G a s C o n s e r v a t io n  A c t

A rtic le
1. Administration (§§ 31.05.005 •—  31.05.080)

2. Regulation of Operations (§§ 31.05.090 —  31.05.120)

3. General Provisions (§§ 31.05.150 —  31.05.170)

Revisor’s notes. —  Under sec. 5, ch. 
158, S L A  1978, references in this chapter 
to the Department of Natural Resources 
have been changed to Alaska Oil and Gas 
Conservation Commission, except in A S  
31.05.026.

Opinions of attorney general. —  This

chapter, which mandates the conservation 

of oil and gas and prohibits their waste, 

would not be contravened by a local 

coastal m a n a g e m e n t  plan which comports 

with the Alaska Coastal Management 

Program. M a y  12,1980. Op. Att’y Gen.

A rtic le  1. A d m in is t r a t io n .

Section

05. Alaska Oil and Gas Conservation 

Commission created 

07. T e r m  of office; vacancy; removal 

09. Qualifications of members

11. Q u o r u m  

13. Oath of office

15. Compensation of members of the c o m­

mission 

17. Principal office; seal 

21. Legal counsel 

23. Commission staff

25. Conflict of interest

Section

26. Relationship to Department of Natu­

ral Resources

27. Land subject to commission's author­
ity

30. Powers and duties of commission 

35. Confidential reports 

40. Regulations and orders 

50. Notice

60. Action by commission 

70. Attendance and testimony of wit­

nesses

80. Rehearings and appeals



§ 31.05.005 A l a s k a  S t a t u t e s § 31.05.009

S ec . 31 .05 .005 . A la s k a  O il a n d  G a s  C o n s e r v a t io n  C o m m iss io n  
c re a te d ,  (a) T h e re  is created  as an  in d ep en d en t quasi-jud ic ia l agency 
o f th e  s ta te  th e  A laska  Oil and  G as C o n se rv a tio n  C om m ission, 
com posed o f th re e  com m issioners ap p o in ted  by  th e  governor and  
confirm ed by th e  le g is la tu re  in jo in t session .

(b) T he  g o v e rn o r sha ll designa te  one m e m b e r o f th e  com m ission a s  
ch a irm an  o f th e  com m ission. This m em ber sh a ll  se rve  a s  cha irm an  for 
a te rm  o f fo u r y e a rs , bu t m ay be appoin ted  for successive term s. (§ 1 
ch 158 SLA 1978)

S ec . 31 .05 .00 7 . T e rm  o f  o ffice; v a c a n c y ;  re m o v a l ,  (a) T he te rm  
T l&>? ° f  office of e ac h  m em b er is six years. The g overn o r ohall desig n a te 1 t r h o 

' am ong frhe 'i m tred-eppobrtc c s sh a l l 's erve. rcapEcfeirc ly f o r te rm s of t i ro
y ear s , f ru r-y e a ra  a n d-aiw yearn. A com m issioner, upon the  e xp ira tio n  
of a  te rm , s h a ll  con tinu e  to hold office u n ti l  a  successor is appoin ted  
and qu alified .

(b) A  vacan cy  a ris in g  in  the  office of a  com m issioner sha ll be filled  
by a p p o in tm e n t by th e  governor and  confirm ed  by th e  leg is la tu re  in  
jo in t session , a n d  a n  appoin tee selected  to fill a  vacancy sh a ll hold  
office for th e  b a la n c e  of th e  full te rm  for w h ich  th e  predecessor on th e  
com m ission w a s  appoin ted .

(c) A v acan cy  in  th e  com m ission does no t im p a ir  th e  au th o rity  of a  
quorum  of com m issioners to exercise a ll th e  pow ers and  perform  a ll 
the  d u tie s  of th e  com m ission.

(d) T he  g o v e rn o r  m ay rem ove a  com m ission er from office for cause  
inc lud ing  b u t  n o t lim ited  to incom petence , neg lec t of d u ty  o r 
m isconduct in  office. A com m issioner, to  be rem oved  for cause, sh a ll be 
given a  copy o f  th e  charges and  afforded a n  o p p o rtu n ity  to be pub licly  
heard  in  p e rso n  o r by counsel in  th e  com m issioner’s own defense upon 
not less th a n  10 d a y s’ notice. If  a  com m issioner is rem oved for cause , 
the  g o v ern o r s h a ll  file w ith  th e  l ie u te n a n t  governor a com plete 
s ta te m e n t o f a ll  charges m ade a g a in s t  th e  com m issioner and  th e  
governor’s f in d in g  based on th e  charg es , to g e th e r  w ith  a  com plete 
record o f th e  p roceed ings. (§ 1 ch 158 SLA  1978)

S ec . 31 .05 .009 . Q u a lif ic a t io n s  o f  m e m b e r s .  M em bers sh a ll be 
qualified  a s  follows: one m em ber sh a ll be a  licensed professional 
e ng in ee r w ith  edu ca tio n a l and professional b ack g ro u n d  in th e  field o f 
petro leum  e n g in e e rin g ; one m em ber sh a ll  be a  geologist w ith  educa­
tional an d  p ro fess io n a l background  in  th e  fie ld  of p etro leum  geology; 
one m em b er n e e d  not be tra in e d  and  experienced  in  the  fields o f 
p etro leu m  e n g in e e r in g  o r petro leum  geology. (§ 1 ch 158 SLA 1978)
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Sec. 31.05.010. Application. [Repealed, § 4 ch 158 S L A  1978.]

Sec. 31.05.011. Q u o ru m . Two m em bers of th e  com m ission consti­
tu te  a quorum  for th e  tra n sa c tio n  of bu siness , for th e  perform ance of a 
du ty , or for th e  exerc ise  o f a  power o f th e  com m ission. (§ 1 ch 158 SLA 
1978)

Sec. 31.05.013. O a th  o f  o ffice . E ach  com m issioner, before e n te r ­
ing upon th e  d u tie s  of office, sh a ll ta k e  a n d  sub scribe  to th e  o a th  
prescribed for p rin c ip a l officers o f th e  s ta te . t§ 1 ch 158 SLA 1978)

Sec. 31.05.015. C o m p e n s a t io n  o f  m e m b e r s  o f  th e  c o m m is s io n . 
M em bers of th e  com m ission a re  in  th e  exem p t serv ice and  sh a ll 
receive an  a n n u a l sa la ry . (§ 1 ch 158 SLA  1978)

S ec . 31.05.017. P r in c ip a l  o ffice ; s e a l ,  (a) T he  com m ission sh a ll 
e stab lish  a p rin c ip a l office and b ran ch  offices n ecessa ry  to d isch a rg e  
its  business effic ien tly . F or the  convenience o f th e  public  or of p a r t ie s  
to a proceeding th e  com m ission m ay  hold m eetin gs , h ea rin g s o r o th e r  
proceedings a t  o th e r  locations.

(b) The com m ission  sh a ll have a n  official sea l. (§ 1 ch 158 SLA 
1978)

Sec. 31.05.020. [Renumbered as A S  31.05.095.]

Sec. 31.05.021. L e g a l  c o u n s e l , (a) T he  D e p a r tm e n t of L aw  sh a ll 
provide fu ll-tim e leg a l counsel to  th e  com m ission . T he legal counsel 
provided by th e  D e p a rtm e n t of Law  is sub jec t to th e  approval o f th e  
commission.

(b) The com m ission m ay, subject to  th e  app rov al of th e  a tto rn e y  
general, co n trac t for th e  serv ices of a d d itio n a l specialized legal 
counsel or legal c o n su ltan ts . (§ 1 ch 158 SLA  1978^

S ec. 31.05.023. C o m m is s io n  s ta f f ,  (a) T he  com m ission sh a ll  em ­
ploy such s ta f f  as i t  considers necessary  to  c a rry  o u t its  resp o n s ib ili­
ties.

(b) The p rofessional s ta ff  of th e  com m ission  and  the  p e rso n a l 
secre ta ry  of each  com m issioner a re  in  th e  exem p t serv ice u n d e r  AS 
39.25.110.

(c) The se c re ta r ia l and  clerical s ta f f  o f th e  com m ission , excep t th e  
personal se c re ta ry  o f each  com m issioner, a re  in  th e  classified  se rv ice .

(d) In  add itio n  to i ts  s ta ff  of re g u la r  em ployees, th e  com m ission m ay  
con trac t for a n d  engage  the  serv ices o f c o n s u lta n ts  and  e x p e rts  th e  
com m ission considers necessary. (§ 1 ch 158 SLA  1978)

!) 31.05.010 O il a n d  G a s  § 31.05.023
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S e c , 31 .05 .025 . C o n f l ic t  o f  i n t e r e s t  (a) M em bers a n d  em ployees 
o f th e  com m ission , excep t c le rica l and  secre ta ria l staff, a re  su b jec t to 
AS 39.50.

(b) A m e m b e r o f the  com m ission  is d isqualified  from  v o tin g  upon 
a n y  m a t te r  before th e  com m ission in w hich  the m em ber h as  a  conflict 
o f in te re s t. (§ 1 ch 158 SLA 1978)

S e c . 31 .05 .026 . R e la t io n s h ip  to  D e p a r tm e n t  o f  N a tu r a l  R e ­
s o u r c e s .  (a) T h e  D e p a rtm e n t of N a tu ra l R esources s h a ll  have 
s ta n d in g  befo re  th e  com m ission to  ra ise  all issues r e la t in g  to  s ta te -  
ow ned lan d  w ith o u t  regard  to th e  type o f p roprie ta ry  in te re s t  held  by 
th e  s ta te  in  t h a t  land .

(b) W ith  re sp ec t to fed era l lan d  from  w hich th e  s ta te  o r any  
su b d iv is io n  o f  th e  s ta te  is e n title d  u n d er federal law  to receive  a  sh a re  
of th e  fed era l ro y a lty  in te re s t, th e  D epartm en t of N a tu ra l  R esources 
sh a ll h av e  th e  sam e  s ta n d in g  before the  com m ission a s  if  i t  w ere  th e  
ho ld er o f th e  e q u iv a le n t ro y a lty  in te re s t.

(c) W h en  b o th  th e  D e p a r tm e n t of N a tu ra l R esources a n d  th e  
com m ission  h av e  th e  a u th o r ity  to requ ire , and  do re q u ire , th e  
su b m issio n  o f su b s ta n tia l ly  th e  sam e  inform ation  from p erso ns subject 
to  th is  c h a p te r , th e  com m ission, in  o rder to a llev ia te  th e  a d m in is tra ­
tive  b u rd e n s  p laced  on those  persons, m ay  by reg u la tio n  e n te r  in to  a n  
a g re e m e n t w ith  th e  D e p a rtm e n t o f N a tu ra l Resources w h ereb y  e ith e r  
th e  com m ission  o r th e  D e p a rtm e n t of N a tu ra l R esources sh a ll  h ave  
th e  re sp o n s ib ility  to  collect th e  in fo rm atio n  law fully req u ire d  by both .

(d) F o r b u d g e t a n d  a u d it  p roced u res and  considera tions, th e  com ­
m issio n  sh a ll  h av e  th e  sam e s ta n d in g  as any  o th er m a jo r s ta te  agency. 
W h en ev e r p rac tica b le  th e  com m ission m ay e n te r  in to  s ta te  in te r ­
agency  a g re e m e n ts  con cern ing  a d m in is tra tiv e , em ployee re la tio n s , 
and  fiscal d u tie s .

(e) T h e  D e p a r tm e n t o f N a tu ra l  Resources sha ll h av e  th e  sam e 
s ta n d in g  (no m ore  o r less) before th e  com m ission as g ra n te d  by  law  to 
any  o th e r  p ro p r ie ta ry  in te re s t. (§ 1 ch 158 SLA 1978)

S « m  31 .05 .027 . L a n d  s u b je c t  to  c o m m is s io n ’s  a u t h o r i t ^ J f e t f  
au th o rity *«L (th e  com m ission app lies  to a ll land  in th e  s t^ J^ tS w fu lly  
sub jec t to  i ts  pofieejjovvers. I t  ap p lies  to land  of th e j jw i te a  S ta te s  o r to 
lan d  su b jec t to  th e  ju n S d ic iio n  o f the  U nitejL Sttftes on ly  to th e  e x te n t 
t h a t  con tro l a n d  su p e rv is io it^ sL g p » s^ rv a tio n  of o il and  g as  and  
p rev e n tio n  o f w a s te  by th e U i» t6 a o t£ te < ju r i t s  lan d  fa ils  to c a rry  o u t 
th e  in te n t  a n d  puropaeS^of th is  chapter/'cfT idvijthenvise ap p lie s  to 
fed era l l a n d <> e ' ,,'f a r  as a n  officer o f the  U m te itK ^ a te s  h av in g  
ju r is d ip tw lf jo r  a n  au tho rized  rep re se n ta tiv e , sh a ll approve'Enw i^ofthe 
p rov is io ns o f  th is  ch a p te r o r o rd e rs  o f th e  com m ission w h ich  aFT&e*
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S e c . 3 1 .05 .030 . P o w e rs  a n d  d u t ie s  o f  c o m m is s io n , (a) T he  
com m ission  h a s  jurisd iction  and a u th o r ity  over a ll persons an d  
p ro p erty , p u b lic  an d  private, necessary  to c a r ry  ou t th e  pu rposes an d  
in te n t  o f th i s  c h ap te r.

(b) T h e  com m ission  shall in v estig a te  to d e te rm in e  w h e th e r  or n o t 
w aste  e x is ts  o r is  im m inent, or w h e th e r or n o t o th e r facts e x is t  w hich 
ju s tify  o r re q u ire  action by it.

(c) T h e  com m ission  shall adopt re g u la tio n s  and  o rd ers and  ta k e  
o th e r  a p p ro p r ia te  action to carry  ou t th e  pu rposes o f th is  chap ter.

(d) T h e  com m ission  may require
(1) id e n tif ic a tio n  of ownership of w ells, p roducing  leases, tan k s , 

p la n ts  a n d  d r il l in g  structures;
(2) th e  m a k in g  and  filing of reports, w ell logs, d rillin g  logs, e lectric  

logs, lith o lo g ic  logs, directional su rv eys , a n d  all o th e r  sub su rface  
in fo rm a tio n  on  a  well drilled for oil or gas , or fo r the  discovery  of oil or 
gas, o r fo r geologic inform ation, a n d  th e  req u ired  rep o rts  a n d  
in fo rm a tio n  sh a ll  be filed w ith in  30 d ays a fte r th e  com pletion , 
a b a n d o n m e n t, or suspension of th e  well;

(3) th e  d r il lin g , casing and p lugging  o f w ells in  a m a n n e r  th a t  w ill 
p re v e n t th e  escape of oil or gas o u t of one s tra tu m  in to  a n o th e r , th e  
in tru s io n  o f  w a te r  into an  oil or gas s t r a tu m , the  p o llu tion  o f fresh  
w a te r  su p p lie s  by oil, gas or sa lt w a te r, a n d  p rev e n t blow outs, cavings, 
seepages a n d  fires;

(4) th e  fu rn ish in g  of a reasonable  bond w ith  su ffic ien t su re ty  
cond itions fo r th e  perform ance o f th e  d u ty  to p lug  each  dry  o r 
aban d o n ed  w ell o r th e  repa ir of w ells cau sin g  w aste;

(5) th e  o p e ra tio n  of wells with e ffic ien t gas-oil and w ater*oil ra tio s , 
and  m ay  fix th e se  ratios;

(6) th e  g a u g in g  or o ther m easuring  o f oil a n d  gas to  d e te rm in e  th e  
q u a lity  a n d  q u a n t i ty  of oil and gas;

(7) ev e ry  p erso n  who produces oil or g as  in  the  s ta te  to keep  and  
m a in ta in  for a  period  of five years in  th e  s ta te  com plete a n d  a cc u ra te  
records o f th e  q u an titie s  of oil and  g as  produced, w hich  sh a ll be 
a v a ila b le  for ex am in ation  by the D e p a rtm e n t o f N a tu ra l R esources o r 
its  a g e n ts  a t  a ll  reasonable  times;

(8) th e  m e a s u r in g  and m onitoring  of oil a n d  g as  pool p ressu res ;
(9) th e  f il in g  and  approval of a p la n  o f developm ent and  op era tio n  

for a  fie ld  o r pool in  order to p reven t w a s te , in su re  a g re a te r  u ltim a te  
recovery  o f o il an d  gas, and protect th e  co rre la tiv e  r ig h ts  o f persons 
ow ning  in te re s ts  in  th e  trac ts  o f la n d  affected.

(e) T h e  com m ission  may regu la te , for con servation  purposes
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(1) th e  d rillin g , producing and p lu g g in g  o f  w ells;
(2) th e  shooting  and chem ical t r e a tm e n t  o f w ells;
(3) th e  spacing of wells;
(4) th e  disposal of s a lt  w ater, n o n p o ta b le  w a te r  an d  oil field w astes;
(5) th e  con tam ination  or w aste  o f u n d e rg ro u n d  w ater;
(6) th e  q u a n tity  and  ra te  o f th e  p ro d u c tio n  of oil a n d  gas from a well 

o r p ro p erty ; th is  au th o rity  sh a ll a lso  app ly  to a w ell or p roperty  in  a 
v o lu n ta ry  cooperative or u n it  p la n  o f d ev e lo p m en t or opera tion  
e n te re d  in to  in  accordance w ith  AS 3 8 .0 5 .180(p).

(f) T h e  com m ission m ay c lassify  w ells as o il or gas w ells for 
p u rp o ses  m a te ria l to  th e  in te rp re ta tio n  or en fo rcem en t of th is  chap ter.

(g) W h en  the  com m ission fin d s  su ffic ien t likelihood of an 
u n ex p ected  encounter of oil, gas, o r  o th e r  h aza rd o u s  substance  as a 
re s u lt  o f  w ell d rilling  in  an a re a  o f th e  s ta te ,  the  com m ission m ay , by 
re g u la tio n , designate  th e  a re a  and  specify  a  dep th  in the  a re a  as one 
in  w h ich  w ells or any  boring in to  th e  soil in  excess of th e  specified 
d ep th  b u t  not o therw ise s. bject to  th is  c h a p te r  a re  subject to  the 
re g u la tio n s  and  req u irem en ts  ad o p ted  u n d e r  th is  section. T he desig ­
n a tio n  o f an  a rea  or specification of a  d ep th  u n d e r  th is  subsection  does 
n o t c o n s ti tu te  a certification  th a t  no  h aza rd o u s  su bstance  w ill be 
e n c o u n te red  in ano th e r area  or a t  a  le sse r  d ep th , a n d  the  s ta te  is  not 
liab le  for any  dam ages a ris in g  from su c h  a n  unexpected  enco u n te r o f a 
h az a rd o u s  substance.

(h) T h e  com m ission m ay ta k e  a ll  a c tio n s  necessary  to allow  the  
s ta te  to  acq u ire  p rim ary  en fo rcem en t resp o n s ib ility  u n der 42 U.S.C. 
300h-4  (Safe D rink ing  W ater A ct o f  1974, as am ended , 42 U.S.C. 
300f-300j), for the  control of u n d e rg ro u n d  in jec tion  re la te d  to the  
recovery  a n d  production of oil an d  n a tu r a l  gas. (§ 4 ch 40 SLA 1955; 
am  § 2 ch  75 SLA 1960; am  § 1 ch 2 0 9  SLA  1970; am  § 1 ch 87 SLA 
1977; am  §§ 1 ,2  ch 160 SLA 1978; a m  § 1 ch 91 SL A  1984)

Effect of amendments. —  The 1984 

a m e n d m e n t  added subsection (h).

S e c . 31.05.035. C o n f id e n tia l  r e p o r t s ,  (a) F o r a ll wells for w hich a 
p e rm it to  d rill h a s  been  issued by th e  com m ission  since J a n u a ry  3, 
1959, th e  com m ission m ay  requ ire;

(1) th e  m ak ing  and filing  of rep o rts , w ell logs, d r illin g  logs, e lectric  
logs, litho logic  logs, d irec tio n a l su rv e y s , a n d  a ll o th er subsurface  
in fo rm a tio n  on a well d rilled  for oil o r g as , or for th e  discovery of oil or 
gas , or for geologic inform ation ; and

(2) th e  filing of flow te s t in fo rm atio n  and  a ll logs, except experi­
m e n ta l logs and velocity su rveys ru n  on a  w ell and  n o t requ ired  by (1) 
of th is  subsection;
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(3) th e  o p e ra to r to m ake av a ilab le  for copying the  dig itized  log 
in fo rm a tio n , if  i t  is available , on any  log requ ired  to be filed under (1) 
o r (2) o f  th is  subsection.

(b) R ep o rts  and  inform ation req u ired  under (a)(1) and  (2) of this 
sec tio n  sh a ll  be filed w ith in  30 days a f te r  the  com pletion, abandon­
m e n t, o r su spensio n  of a well. H ow ever, u nder (a)(1) of th is  section, 
th e  com m ission  m ay not requ ire  th e  m ak in g  of a log on a  well 
com p le ted , abandoned or suspended before J u n e  19,1970.

(c) T h e  rep o rts  and inform ation  req u ired  in (a) of th is  section shall 
be k e p t  confiden tia l for 24 m onths follow ing th e  30-day filing  period 
u n le s s  th e  ow ner of the well gives w ritte n  perm ission to re lease  the 
re p o r ts  a n d  inform ation a t  an  e a r lie r  date . I f  the com m issioner of 
n a tu r a l  resou rces finds th a t  th e  req u ired  repo rts  and  inform ation 
c o n ta in  s ig n ifica n t inform ation re la t in g  to th e  v aluation  of unleased 
la n d  in  th e  sam e vicinity, the  com m issioner sh a ll keep the  repo rts  and 
in fo rm a tio n  confidential for a rea so n ab le  tim e a fte r  the  disposition of 
a ll  a ffec ted  u n leased  land, un less the  ow ner of the  well g ives w ritten  
p e rm iss io n  to release  the  reports and  in fo rm ation  at an  e a r lie r  date. 
W ell location , depth , s ta tu s  and  p roduction  d a ta  and  production 
re p o r ts  req u ire d  by the com m ission to be filed subsequen t to  the 30- 
d ay  filin g  period  shall be considered pub lic  inform ation  and  shall not 
be c la ss ified  confidential. Production d a ta , as used  in th is  subsection, 
m e a n s  volum e, g rav ity  and  gas-oil ra tio  of a ll production o f oil or gas 
a f te r  th e  w ell begins reg u lar production.

(d) E n g in ee rin g , geological, and  o th e r  inform ation  not requ ired  by
(a) o f th is  section  bu t v o lu n tarily  filed w ith  th e  com m ission shall be 
k e p t con fid en tia l if  the person filing  th e  in fo rm ation  so requests.

(e) N o tw ith s tan d in g  (c) of th is  section , c la im s of confiden tia lity  will 
be d en ied  for inform ation disclosed to  the  com m ission u nd er AS 
31 .05 .030(h ) th a t  is required  to be disclosed u n d e r 42 U.S.C . 300h-4. 
(§ 2 ch 209 SLA 1970; am  §§ 3 — 6 ch  160 SLA  1978; am  § 86 ch 6 
S L A  1984; am  § 2 ch 91 SLA 1984)

Effect of amendments. —  The first 

1984 amendment, in the second sentence 

in subsection (c), inserted "of natural 

resources" and substituted "the commis­

sioner" for "he” near the middle of the 

sentence.

T h e  second 1984 amendment added 

subsection «e).

N O T E S  T O  D E C I S I O N S

Cited in H a m m o n d  v. North Slope 

Borough. Sup. Ct. Op. No. 2499 (File Nos. 

5550,5558), 645 P.2d 750 (1982).
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S ec . 31.05.040. R e g u la t io n s  a n d  o rd e r s . (a> The com m ission  
shall adopt reg u la tio n s  govern ing  practice and procedure before it 
un der th is  chap ter.

(b) All o rders issued  by th e  commission shall be in w ritin g , sh a ll be 
en tered  in  full a n d  indexed  in books kept by the  com m ission for th a t  
purpose, and  sh a ll be pub lic  records open for inspection a t  a ll  tim es 
d u rin g  reaso nab le  office hours. A copy of an  o rder certified  by th e  
com m ission, u n d er its  se a l, sh a ll be received in evidence in  a ll co u rts  
of the  s ta te  w ith  th e  sa m e  efiect as the  orig inal. (§ 9( 1) a n d  (5) ch 40 
SLA 1955)

Cross references. —  For administra­

tive procedures generally, see A S  44.62.

Sec. 31.05.050. N o tic e , (a) A notice requ ired  by th is  c h a p te r  sh a ll 
be given in accordance w ith  the  A dm in istra tive  P rocedure A ct (AS 
44.62).

(b) P rocedures to be followed under <a) of th is  section do n o t app ly  if  
th e  n a tu re  of th e  notice is not of a statew ide o r g eneral app lica tion  b u t 
is concerned only w ith  o p era tio n s  on a single well or w ith in  a  s in g le  
field and  the  m od ification  of procedure is w ith in  the  a u th o r ity  
delegated  to  the  com m ission  u n d er AS 31.05.030. A notice req u ired  by 
th is  c h a p te r  sh a ll be g iven  by one publication in  a n ew sp ap e r 
pub lished  in  th e  borough  in w hich the  h ea rin g  is to be held, o r if  none 
is pub lished  in th e  bo roug h , in  a new spaper published  in th is  s ta te  
and  c ircu la tin g  w ith in  th e  borough, and posted in a t  lea s t one public  
p lace w ith in  th e  borough, a t  least 10 days before th e  d a te  o f th e  
hea rin g . T he notice sh a ll  be issued in the nam e of th e  s ta te , sh a ll be 
signed by th e  com m ission , and  shall specify th e  s ty le  and  n u m b e r of 
th e  proceeding, th e  tim e  and  place of the  h ea rin g , and  sh a ll b rie fly  
s ta te  th e  purpose of th e  proceeding. The com m ission m ay a lso  give, o r 
req u ire  th e  g iv ing  of, ad d itio n a l notice in a proceeding, o r c lass of 
proceeding, w hich it con sid ers  necessary or desirab le . (§ 9(4) ch 40 
SLA 1955; am  § 1 ch 190 SLA  1968; am  § 1 ch 87 SLA 1969)

Sec. 31.05.060. A c tio n  b y  c o m m iss io n , (a) The com m ission m ay  
ac t upon i ts  own m otion , o r upon the  petition of an  in te re s ted  person. 
On the  filing  of a p e titio n  concerning  a m a tte r  w ith in  the  ju risd ic tio n  
of the  com m ission u n d e r  th is  chap ter, the  com m ission sha ll p ro m ptly  
fix a  d a te  for a  h e a rin g , and  sh a ll cause notice of the  h e a r in g  to be 
given. T he h ea rin g  sh a ll be held  w ithou t undue delay  a fte r  th e  filing  
of the  p e tition . The com m ission  shall e n te r  i ts  o rder w ith in  30 d ay s 
a fte r  the  h ea rin g .

(b) E xcep t as p rov ided  in  th is  subsection, any action  by th e
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com m ission u n d e r  th is  chap ter th a t  has s t e v .v id e  o r g enera l app lica­
tion sh a ll  be perform ed  in accordance w itls th e  A d m in is tra tiv e  
P rocedure  A c t (A S 44.62). Any action  by th e  com m ission u n d er th is  
c h a p te r  th a t  h a s  app lica tio n  to a sing le  w ell o r s in g le  field need no t 
com ply w ith  th e  p rov isions of AS 44.62.330 — 44.62.630, bu t sha ll be 
perform ed  in  accordance  w ith  reg u la tio n s  o f  th e  com m ission designed 
to afford  p erso n s affected  by the  action n o tice  a n d  a n  opp o rtu n ity  to be 
h ea rd . (§ 9(6) ch 40  SLA 1955; am  § 7 ch 160 SLA  1978)

Collateral references. —  58 C.J.S.,

Mines and Minerals, § 2-12.

S e c . 31 .05 .070 . A t te n d a n c e  a n d  t e s t im o n y  o f  w itn e s s e s , (a) The 
com m ission  m a y  sum m on w itnesses, a d m in is te r  o ath s, and  req u ire  
the  p ro duction  o f records, books and d o cu m en ts  for exam in ation  a t  a 
h e a rin g  or in v e s tig a tio n  conducted by it. A p erso n  m ay not be excused 
from a tte n d in g  a n d  testify ing , o r from p ro d u c in g  books, papers and  
records before th e  com m ission or a co u rt, or from  obedience to th e  
subpoena  of th e  com m ission  or a court, on th e  g ro u n d  or for th e  reason  
th a t  th e  te s tim o n y  o r evidence, d o cu m en ta ry  o r o therw ise, req u ired  of 
th a t  person  m a y  tend  to inc rim in a te  o r  su b jec t th a t  person to a 
p e n a lty  o r fo rfe itu re . This section does n o t re q u ire  a  person to produce 
books, p ap e rs  o r records, or to testify  in  resp o n se  to an  inq u iry  n o t 
p e r t in e n t  to som e question  law fu lly  before th e  com m ission or cou rt for 
d e te rm in a tio n . A  n a tu ra l  person is not su b je c t to  c rim in a l prosecu tion  
or to  a  p e n a lty  o r forfeiture  for or on a cc o u n t of any  tra n sa c tio n , 
m a t te r  o r th in g  concerning  w hich, in s p ite  o f objection, th a t  person  
m ay  be  re q u ire d  to testify or produce evidence, docu m en tary  or 
o th e rw ise , before  th e  com m ission or c o u rt, o r in  obedience to its  
subpoena . H o w ev er, a person tes tify in g  is  n o t exem pt from prosecu­
tion  a n d  p u n is h m e n t  for p e iju ry  com m itted  in  so testify ing .

(b) I f  a  p e rso n  fa ils  or refuses to com ply w ith  th e  subpoena issued  by 
the  com m ission , o r  refuses to testify  as to  a n y  m a tte r  reg a rd in g  w hich 
the  person  m a y  b e  in te rro g a ted , any  c o u rt o f record  in  the  s ta te , upon 
ap p lica tio n  o f th e  com m ission, m ay issue  a n  a tta c h m e n t for th e  person  
and  com pel t h a t  person  to com ply w ith  th e  subpoena, and  a tte n d  
before th e  com m ission  and produce the  reco rd s, books, and  docum en ts 
for e x a m in a tio n , and  give testim on y . T h e  co u rt m ay p u n ish  for 
c on tem p t a s  in  th e  case of d isobedience to  a subp oena  issued by th e  
cou rt, o r for re fu sa l to testify  in court. (§ 10 ch 40  SLA 1955)

t h e

( •
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S e c . 31.05.080. R e h e a r in g s  a n d  a p p e a ls , (a) W ith in  20 d ay s 
a fte r w ritten  notice o f th e  e n try  o f  an  order or decision  o f th e  
com m ission, or such  fu r th e r  tim e  a s  th e  commission g ra n ts  for good 
cause show n, a person  affected  by i t  m a y  file with th e  com m ission  an  
app lica tio n  for th e  re h e a r in g  in  re sp ec t of the  m a tte r  d e te rm in e d  by 
the  o rd e r  or decision, s e t t in g  fo rth  th e  respect in w hich  th e  o rd e r or 
decision is believed to b e  e rron eous. T he  commission sh a ll  g r a n t  or 
refuse th e  app lication  in  w hole or in  p a r t  w ithin 10 d ay s  a f te r  i t  is 
filed, a n d  fa ilu re  to a c t on  i t  w ith in  th is  period is a re fu sa l o f i t  a n d  a 
final d isposition  o f th e  ap p lica tio n . I f  the  hearing  is g ra n te d , th e  
com m ission m ay e n te r  a  new  o rd er o r decision after re h e a r in g  a s  m ay  
be re q u ire d  u n d er th e  c ircu m stan ces .

ib) A p arty  to  th e  re h e a r in g  proceeding, d issa tisfied  w ith  th e  
d isposition  of th e  ap p lica tio n  for re h e a r in g , may appeal from  it to  th e  
sup erio r court in th e  ju d ic ia l d is tr ic t  in  which any p ro p erty  affected  by 
the  decision  of th e  com m ission  is located , by filing a  p e ti tio n  for th e  
rev iew  o f the  ac tion  of th e  com m ission  w ith in  20 days a f te r  th e  e n try  
of th e  o rd e r following re h e a r in g  or a f te r  the  refusal of re h e a r in g  a s  th e  
case m ay  be. T he  p e titio n  sh a ll s ta te  briefly th e  n a tu re  of th e  
proceedings before th e  com m ission  a n d  shall set o u t th e  o rd e r  o r 
decision o f the  com m ission  com pla ined  o f and the g ro und s o f in v a lid ity  
of i t  upon  w hich th e  a p p lic a n t w ill rely. However, th e  q u es tio n s  
review ed on appeal sh a ll  be only  q u es tio n s  presented to  th e  com m is­
sion by  th e  app lica tion  for re h e a rin g . N otice of appeal sh a ll  be se rv ed  
upon th e  adverse  p a r tie s  a n d  th e  com m ission in the m a n n e r  p rov ided  
for th e  serv ice o f su m m o n s in civil proceedings. The t r i a l  upon  a p p e a l 
shall be w ith o u t a  ju ry , a n d  th e  tra n sc r ip t  of proceedings before th e  
com m ission, inc lud ing  th e  evidence ta k e n  in hearings by  th e  com m is­
sion, sh a ll  be received  in  ev idence by  the  court in w hole  o r in  p a r t  
upon offer by e ith e r  p a r ty , sub jec t to  legal objections to  ev idence, in  
the sa m e  m an n er as i f  th e  ev id ence  w as originally  offered in  th e  
sup erio r court. T he  com m ission’s a c tio n  complained o f is  p r im a  facie 
valid  and  th e  bu rd en  is u pon  th e  p a r ty  seeking review to  e s ta b lish  th e  
inv a lid ity  of the  ac tion  o f th e  com m ission . The court s h a ll  d e te rm in e  
the issu e s  of fact and  o f law  and  s h a ll ,  upon a p reponderance  of th e  
evidence in troduced  before th e  co u rt, w hich may inc lud e  evidence in 
add ition  to the  tra n s c r ip t  o f  p roceed ings before the com m ission , a n d  
the  app licab le  law , e n te r  i ts  o rd er e ith e r  affirm ing o r v a c a tin g  th e  
o rder o f th e  com m ission. A ppeals m a y  be tak en  from th e  ju d g m e n t or 
decision o f the su p e rio r co u rt in th e  sam e m anner a s  provided  for 
app eals  from any  o th e r fina l ju d g m e n t entered  by a  su p e r io r  cou rt.

ic) T he  pendency of p roceed ings to  review  does not o f  its e lf  s ta y  or 
suspend  opera tion  of th e  o rd er or decision  being review ed, b u t d u r in g  
the pendency  of th e  p roceedings, th e  su p e rio r court m ay , upon its  own 
m otion o r upon p ro per app lica tio n  o f a  p arty , stay  or su sp e n d , in w hole 
or in  p a r t , opera tion  of th e  o rder o r decision pending rev iew , on  th e
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te rm s  th e  court considers ju s t  a n d  p roper and  in accordance w ith the  
ru le s  o f civil procedure. T he cou rt, as a con d itio n  to s tay ing  or 
su sp e n s io n  of operation o f an  o rd er o r decision, m a y  req u ire  th a t one 
o r  m ore  p a r tie s  secure, in  th e  form  an d  am o u n t a s  th e  court considers 
j u s t  a n d  proper, one or m ore o th e r  p a r tie s  a g a in s t  loss or dam age due 
to  th e  s ta y in g  or suspension  of th e  com m ission’s  o rd e r  or decision, if  
th e  ac tio n  o f the  com m ission is a ffirm ed .

(d) T he  ru le s  of practice  and  procedure in  c iv il cases govern th e  
p ro ceed in g s  for review  a n d  app eal to  th e  e x te n t th e y  a re  consisten t 
w ith  th is  ch ap te r. (§ 11 ch 40 SLA  1955)

R e  visor’s notes. —  The procedures for Cross references. —  For rules of court

appeal set out in this section are super- governing appeals from administrative

seded by the rules of court. See App. R. agencies, see App. R. 601-611.
607, adopted Nov. 15.1980.

S e c . 31.05.090. P e rm its  a n d  fe e s  to  d r il l  w e lls . A person  desiring  
to  d r il l  a  w ell in search o f oil or g a s  sh a ll  notify th e  com m ission of th e  
p e rs o n ’s in te n t  on a form p rescribed  by th e  com m ission  and  sha ll pay a 
fee  o f  $100 for a perm it for each  w ell so u g h t to be  d rille d . Upon receip t 
o f  n o tif ic a tio n  and fee, th e  com m ission  shall p ro m p tly  issue a perm it 
to  d r il l , u n le ss  the  d rillin g  of th e  w ell is c o n tra ry  to law  or a 
r e g u la t io n  or order of th e  com m ission , or u n le ss  th e  person is in  
v io la tio n  o f a commission re g u la tio n , o rder or s t ip u la tio n  p erta in in g  
to  d r il lin g , p lugging  or a b a n d o n m e n t o f a  well. T h e  d r il lin g  of a well is 
p ro h ib ite d  u n til  a perm it to  d rill is ob ta ined  in  accordance w ith  th is  
c h a p te r .  (§ 5 ch 40 SLA 1955; am  § 1 ch 120 SLA 1970)

S e c . 31.05.095. W aste  p r o h ib i te d .  T he  w aste  o f oil and  gas in th e  
s t a t e  is  p roh ib ited . (§ 1 ch 40 SLA 1955)

Revisor’s notes. —  Formerly A S  or regulation limiting rights of surface

31.05.020. Renumbered in 1985. owner in respect of oil or gas. 67 A L R
Collateral references. —  5S C.J.S., 1346'99 A L R  1119.

Mines and Minerals. 3‘ 234. Construction and effect of statutes regu-
Const.tut.onal.ty of statute controlling ,ali duclion ofoil or in a manner 

exploitation or waste of oil and gas. 24 V  ... b .
A L R  307* 78 A L R  834 or under conditions constituting waste. 86

Constitutionality of statute, ordinance, A L R  431.

A rtic le  2. R e g u la t io n  o f  O p e ra t io n s .

Section

90. Permits and fees to drill wells

95. Waste prohibited

100. Establishment of drilling units for

Section

120. Use of gas from well to manufacture 
carbon products without permit is 
prima facie waste

110. Unitization and unitized operation of 
pools and integration of interests 
by agreement

pools
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Sec. 3 1 .0 5 .1 0 0 . E s ta b l i s h m e n t  o f  d r i l l in g  u n its  f o r  p o o ls , (a) 
For the p re v e n tio n  o f w aste , to p ro tect and  enforce th e  co rre la tiv e  
righ ts o f le ssee s  in  a  pool, and  to avoid the a u g m e n tin g  and 
accum u la tio n  o f r isk s  a r is in g  from  th e  d rillin g  of an excessive  num ber 
of wells, o r  th e  reduced  recovery  w hich  m ig h t resu lt from to o  sm all a 
num ber o f  w e lls , th e  com m ission  sh a ll, a fte r  a hearing , e s ta b lish  a 
drilling  u n i t  o r u n its  for each  pool. T he  estab lish m en t of a  u n i t  for gas 
shall be l im ite d  to  th e  p rod uction  of gas.

(b) E ach  w ell p e rm itte d  to be d rilled  on a  d rilling  u n i t  sh a ll be 
drilled u n d e r  th e  ru le s  and  reg u la tio n s  and  in accordance w ith  the  
spacing p a t t e r n  a s  th e  com m ission  p rescribes for the pool in  w h ich  the  
well is lo ca ted . E xcep tions to  th e  ru le s  and  spacing p a t te r n  m ay be 
granted  w h e re  i t  is  show n, a f te r  notice and  hearing , th a t  t h e  u n it  is 
partly  o u ts id e  th e  pool, or for som e o th e r  reason a well so loca ted  on 
the  un it w o u ld  be  n onp roduc tiv e , or topographical conditions a re  such 
as to m ak e  th e  d r il lin g  a t  su ch  a  location unduly  b u rden som e. If  an 
exception is  g ra n te d , th e  com m ission  sh a ll tak e  such a c tio n  as will 
offset any  a d v a n ta g e  w hich th e  person  securing  the excep tio n  m ay 
have over o th e r  p ro d u ce rs  by reason  of the  d rilling  of th e  w e ll as an 
exception, a n d  so th a t  d ra in a g e  from  developed un its to th e  t r a c t  w ith  
respect to  w h ich  th e  excep tion  is g ran ted  will be p re v e n te d  or 
m inim ized, a n d  th e  p ro ducer o f th e  well d rilled  as an excep tio n  w ill be 
allowed to p ro d u c e  no m ore  th a n  a  ju s t  and  equ itab le  sh a re  o f  the  oil 
and gas in  t h e  pool.

(c) W hen tw o  o r  m ore se p a ra te ly  owned tra c ts  of land a re  em braced  
within an  e s ta b lis h e d  d ril lin g  u n it , persons ow ning the  d r i l l in g  rig h ts  
in it and th e  r ig h t  to  sh a re  in  th e  p roduction  from it m ay a g re e  to pool 
the ir in te re s ts  a n d  develop th e i r  lan d s  as a  d rilling  un it. If  th e  persons 
do not a g re e  to  pool th e ir  in te re s ts , th e  com m ission m ay  e n te r  an  
order poo ling  a n d  in te g ra tin g  th e ir  in te re s ts  for the d ev e lo p m en t of 
the ir land s a s  a  d r il lin g  u n it  for th e  p revention  of w aste , for the  
protection o f  c o rre la tiv e  r ig h ts , o r to avoid th e  d rilling  of u n n ec essa ry  
wells. O rd e rs  e ffe c tu a tin g  such  pooling  sha ll be made a fte r  n o tice  and 
hearing, a n d  s h a ll  be upon  te rm s  and  conditions which wiM afford  to 
the  owner o f  each  t ra c t  th e  o p p o rtu n ity  to recover or rec e iv e  the  
owner’s ju s t  a n d  e q u ita b le  sh a re  of the  oil and  gas in the  pool w ith o u t 
unnecessary  ex p e n se . O p e ra tio n s  inc iden t to the d rillin g  o f  a well 
upon a p o rtio n  o f a  u n i t  covered by a  pooling order shall be con sid ered  
for all p u rp o se s  to be th e  conduct of th e  operation u p o n  each 
separately  o w n e d  t ra c t  in  th e  u n it  by th e  severa l lessees o f  it. The 
portion of t h e  p ro d u ctio n  a llo ca ted  to th e  lessee of each t ra c t  inc luded  
in a d rillin g  u n i t  form ed by a pooling o rder sh a ll, when produced , be 
considered a s  i f  i t  h a d  been  produced from th e  tra c t by a  w ell d rilled  
on it. If p o o lin g  is e ffec tu a ted , th e  cost o f developm ent and  o p e ra tio n  of 
the  pooled u n i t  c h a rg e a b le  by th e  o pera to r to the o ther in te re s te d  
lessee is l im ite d  to th e  a c tu a l and  reaso n ab le  expend itu res for th is
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( t

purpose, including  a reasonab le  charge for supervision . As to lessees 
who refuse to agree upon pooling, the  order sh a ll  provide for 
re im b u rse m e n t for costs chargeab le  to each lessee o u t of, and  only  out 
of, production  from the  u n it belonging to such lessee. In th e  e v e n t of a 
d isp u te  re la tiv e  to the  costs, the  com m ission sh a ll d e te rm in e  the 
p ro p er costs upon notice to  a ll in terested  p a rtie s  and  h e a r in g . A ppeals 
m ay  be tak en  from the  d e term in a tio n  as from  any o th e r  o rd er of the  
com m ission. If  a lessee d r il ls  and operates, or pays th e  expense of 
d r illin g  and  opera ting  th e  well for the  benefit o f o th e rs , th e n  in 
ad d itio n  to a n y  o ther r ig h t  conferred by th e  pooling o rd e r, th e  lessee 
d r il lin g  or opera ting  h as  a lien on the sh a re  of p ro d u c tio n  from  the 
u n i t  accru ing  to the  in te re s t of each of th e  o th e r  lessees for the 
p ay m en t of th e  p ro po rtiona te  share  of such expenses. A ll the  .oil and 
g as  subject to the  lien, o r so m uch of the  oil and  gas su b jec t to th e  lien 
a s  is necessary  shall be m arketed  and sold by th e  c re d ito r, an d  the 
proceeds applied  in p ay m en t of the expenses secured by th e  lien , w ith 
th e  balance, i f  any, payab le  to the debtor.

(d) The com m ission sh a ll , in all instances w here a  u n i t  h a s  been 
form ed out of lands or a re a s  of more than  one o w nersh ip , req u ire  the 
o p era to r, upon requ est of a lessee, bu t subject to th e  r ig h t  of the 
o p e ra to r to m a rk e t production  and collect the  proceeds w ith  respec t to 
a  lessee in defau lt, as provided in (c) of th is  section, to  d e liv e r to the 
lessee or assign s the  lessee ’s proportionate  sh are  of th e  production 
from  the  well common to th e  d rilling  u n it. The lessee  receiv ing  a 
sh a re  shall provide a t  th e  lessee’s own expense p roper recep tac les  for 
th e  receip t an d  sto rage of it.

(e) If  persons ow ning th e  d rillin g  or o th e r r ig h ts  in  s e p a ra te  tra c ts  
em braced  w ith in  a d r illin g  u n it  fail to agree  upon th e  pooling  of the 
t ra c ts  and  th e  d rilling  o f th e  well on the u n it, and if  th e  com m ission is 
w ith o u t a u th o rity  to req u ire  pooling as provided by th is  section , then , 
sub jec t to all o th e r app licab le  provisions of th is  c h a p te r , th e  lessee of 
each  tra c t  em braced  w ith in  th e  d rilling  u n it  m ay d rill  on  th e  lessee’s 
t ra c t , b u t th e  allow able production from the  t r a c t  sh a ll  be the 
p roportion  of th e  allow able production for th e  full d r il l in g  u n it  a s  the  
a re a  of the  sep ara te ly  ow ned tra c t bears to th e  full d r il l in g  u n it. (§ 6 
ch 40 SLA 1955)

Cross references. —  For oil and gas 
leasing, see A S  38.05.180.

Collateral references. —  Respective

rights of adjoining owners as to pumping 

oil. 5 A L R  421.
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Sec. 31.05.110. U n itiz a t io n  a n d  u n it iz e d  o p e r a t io n  o f  p o o ls  
a n d  in te g r a t io n  o f  i n t e r e s t s  b y  a g re e m e n t ,  (a) To p rev en t, o r to 
assist in  p rev e n tin g  w aste , to in su re  a  g re a te r  u lt im a te  recovery o f oil 
and gas, and  to p ro tec t th e  co rre la tiv e  r ig h ts  o f persons ow ning  
in te re sts  in  th e  tra c ts  of lan d  affected, these  p e rso n s  m ay v a lid ly  
in teg ra te  th e ir  in te re s ts  to  p rovide for the  u n itize d  m a n ag e m e n t, 
developm ent, an d  opera tio n  o f such  tra c ts  of lan d  a s  a  u n it. W here, 
however, th e y  have n o t agreed  to in te g ra te  th e i r  in te re s ts , th e  
com m ission, upon p ro per p e titio n , a fte r  notice a n d  h ea rin g , h as  
jurisd ic tion , pow er and  a u th o r ity , a n d  i t  is its  d u ty  to m ak e  a n d  
enforce o rders and  do th e  th in g s  necessary  or p ro p er to carry  o u t th e  
purposes o f th is  section.

(b) If upon th e  filing  of a  p e titio n  by or w ith  th e  com m ission and  
a fte r  notice and  h e a rin g , a ll in  th e  form and  m a n n e r  a n d  in 
accordance w ith  th e  p rocedure  a n d  req u ire m e n ts  provided in  th is  
section, th e  com m ission finds th a t  (1) th e  u n itized  m an ag em en t, 
operation and  fu r th e r  deve lopm en t o f a  pool or p o rtion  of a pool is 
reasonably  necessary  in  o rd er to effectively  carry  on  p ressu re  con tro l, 
p ressu re-m ain ten an ce  o r re p re ssu rin g  opera tions, cycling  opera tions, 
w ater flooding o p era tions, o r any  com bination  o f th e se , or any  o th e r  
form of jo in t e ffo rt c a lcu la ted  to su b s ta n tia lly  in c rea se  th e  u lt im a te  
recovery o f oil and  gas from  th e  pool; (2) one or m ore  o f the  un itized  
m ethods of o p era tion  a s  app lied  to th e  pool or p o rtio n  o f it is feasib le , 
and  w ill p re v e n t w aste  a n d  w ill w ith  reason ab le  p ro b ab ility  re s u lt  in  
th e  increased  recovery  o f s u b s ta n tia lly  m ore oil an d  g as  from th e  pool 
th a n  w ould o th erw ise  be recovered; (3) th e  e s tim a te d  add itio n a l cost, 
i f  any, o f conducting  such  o p era tio n s  w ill no t exceed th e  value  of th e  
add itional oil a n d  g as  so recovered; and  (4) th e  u n itiza tio n  a n d  
adoption of one or m ore of th e  u n itized  m ethods o f o p era tio n  is for th e  
common good, i t  sh a ll m a k e  a find in g  to th a t  effect a n d  m ake  an  o rd er 
creating  th e  u n it  and  p rov id ing  for th e  u n itiz a tio n  and u n itize d  
operation o f th e  pool o r po rtion  c f i t  described  in  th e  o rder, upon th e  
term s and  conditions, a s  m ay  be show n by th e  ev iden ce  to be fa ir, 
reasonable , equ itab le , a n d  w hich a re  necessary  o r p ro p er to p ro tect, 
safeguard  a n d  ad ju st th e  respective  r ig h ts  and  o b lig a tions o f th e  
several p e rso ns affected, inc lu d in g  ro y a lty  ow ner, o w n ers of o v e rrid ­
ing  ro yalties , oil and  g as  p ay m en ts , ca rried  in te re s ts , m ortgages, lien  
c la im an ts and  o th ers , a s  w ell a s  the  lessees. The p e titio n  sha ll s e t  o u t 
a descrip tion  o f the  proposed u n it  a re a  w ith  a m a p  or p la t o f it  
attached , sh a ll a llege  th e  ex istence  o f th e  facts re q u ire d  to be found by 
the  com m ission a s  provided  in th is  subsection  and  sh a ll  have a tta c h e d  
to it a  recom m ended  p la n  of u n itiza tio n  app licab le  to th e  proposed 
u n it a rea  a n d  w hich  th e  p e titio n e r  considers to be fa ir , reason ab le  and  
equitab le .

(c) The o rd er of th e  com m ission sh a ll define th e  boun dary  of th e  
a rea  to be included  w ith in  th e  u n it  a re a  and  p rescribe  w ith  reason ab le
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detail th e  p lan  of u n itiza tio n  app licab le  to it. Each u n it and u n it  a re a  
may be lim ited  to a ll or a  portion of a  sing le  pool. Only so m uch o f a  
pool or pools a s  h as  been defined a n d  de term ined  to be productive on 
the basis o f in fo rm ation  av a ilab le  to  th e  com m ission m ay be so 
included w ith in  the  u n it  a rea . A u n it  m ay be c reated  to em brace less 
than  the  w hole of a pool only w here  i t  is show n by the  evidence th a t  
the  a rea  to  be so included w ith in  the  u n it  a re a  is of a  size and sh ap e  as 
m ay be reaso nab ly  req u ired  for th e  successful and  efficient conduct of 
the  un itized  m ethod  of o pera tio n  for w hich th e  u n it  is c rea ted , and  
th a t  th e  conduct of i t  w ill have no m a te ria l adverse effect upon  th e  
rem aind er o f the  pool. T he p lan  o f u n itiza tio n  for each u n it a n d  u n it  
area sh a ll be one su ite d  to th e  needs and  req u irem en ts of th e  
p a rtic u la r  u n it  d ep en d en t upon th e  fac ts  and  conditions found to e x is t 
w ith resp ec t to it. In  add ition  to o th e r  term s, provisions, cond itions 
and req u irem en ts  found by the  com m ission to be reasonably n ecessa ry  
or proper to carry  o u t th e  purpose of th is  chap te r, and  subject to th e  
fu rth e r req u irem en ts  of th is  section, each  p lan  of u n itiza tio n  sh a ll 
contain  fa ir, reasonab le  a n d  equ itab le  provisions for

(1) the  efficient un itized  m a n a g e m e n t or control of th e  fu r th e r  
developm ent and  opera tion  of the  u n it  a re a  for th e  recovery o f oil a n d  
gas from th e  pool affected; u n d er su ch  a  p lan  th e  actual o p era tio n s  
w ith in  th e  u n it  a re a  m ay be carried  on in  whole or in p a rt by th e  u n it  
itself, or by one or m ore of the  lessees w ith in  th e  u n it area  a s  th e  u n it  
opera to r sub ject to th e  supervision  a n d  d irection  of the  u n it , d ep en ­
den t upon w h a t is m ost beneficial o r exped ien t; the  design a tio n  of th e  
u n it o p era to r sh a ll be by vote of th e  lessees in  the  u n it in a  m a n n e r  
provided in  the  p lan  of u n itiza tio n  a n d  n o t by th e  com mission;

(2) th e  d iv ision  of in te re s t or fo rm u la  for th e  appo rtion m en t a n d  
allocation of the  u n it  production , am o ng  and to the  several se p a ra te ly  
owned tra c ts  w ith in  th e  u n it a re a  such  as w ill reasonab ly  p e rm it 
persons o therw ise  e n titled  to sh a re  in  or b en efit by the p roduction  
from such se p a ra te ly  owned tra c ts  to  produce and  receive, in s te a d  
thereof, th e ir  fa ir, equ itab le  a n d  reaso nab le  sh a re  of th e  u n it  
production or o th e r  benefits of it; a  se p a ra te ly  owned t ra c t ’s fa ir, 
equ itab le , and  reaso nab le  sh a re  o f th e  u n it  production sh a ll be 
m easured  by the  value  of each such  t r a c t  for oil and  gas pu rposes a n d  
its  co n trib u tin g  value  to the  u n it  in  re la tio n  to like  values of o th e r  
trac ts  in th e  u n it, ta k in g  into  accou n t acreage, th e  q u an tity  o f oil and  
gas recoverable  from it, location on the  s tru c tu re , its  p robab le  
p roductiv ity  of oil and  gas in th e  absence of u n it  opera tions, th e  
burden  o f o p era tions to w hich th e  t ra c t  w ill or is like ly  to be sub jected , 
or so m an y  of these  factors, or su ch  o th e r p e rtin e n t e n g in ee rin g , 
geological or o p era tin g  factors a s  m ay  be reasonab ly  susr .p tib le  of 
d eterm ina tio n ; " u n it  production” a s  th a t  te rm  is used in th is  c h a p te r  
m eans a ll oil and  gas produced from  a u n it  a re a  from the  effective d a te  
of th e  o rder of the  com m ission c re a tin g  th e  u n it  regard less of th e  w ell 
or tra c t  w ith in  the  u n it  a re a  from w hich  the  sam e is produced;
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(3) th e  m a n n e r  in  w hich tn e  u n it  a n d  th e  fu rth e r deve lop m en t a n d  
opera tion  o f th e  u n it a re a  sh a ll or m ay  be financed a n d  th e  basis , 
te rm s and  cond itions on w hich th e  cost and  expense of i t  sh a ll be 
appo rtion ed  am ong  and assessed  a g a in s t th e  tra c ts  and  in te re s ts  m ade 
chargeab le  w ith  it, inc lud ing  a  d e ta iled  accounting  p rocedure  gov ern ­
ing a ll c h a rg e s  and  cred its inc iden t to  such  opera tions; upon  term a  
and con d itio n s as to tim e and  ra te  o f in te re s t as m ay  be fa ir  to  a l . 
concerned, reaso n ab le  provision sh a ll be m ade in  th e  p lan  o f 
u n itiza tio n  for ca rry in g  or o therw ise  fin an c in g  lessees who a re  u n ab le  
to p ro m p tly  m e e t th e ir  fin ancia l o b lig a tions in connection  w ith  th e  
un it;

(4) th e  p rocedure  and b as is  upon w hich  w ells, eq u ip m en t and  o th e r 
p ro p ertie s  o f  th e  several lessees w ith in  th e  u n it a re a  a re  to be ta k e n  
over and used  for u n it opera tions, inc lud in g  th e  m ethod  o f a rr iv in g  a t  
the  com p ensa tion  for it, or of o the rw ise  p rop o rtio na te ly  equ a liz in g  or 
a d ju stin g  th e  in v estm en t of th e  sev era l lessees in th e  p ro ject as of th e  
effective d a te  o f u n it operation;

(5) th e  c re a tio n  of an  o p era tin g  com m ittee  to have g en e ra l overa ll 
m a n ag e m e n t and  control o f th e  u n it  a n d  th e  conduct o f its  b u sin ess  
and a ffa irs  a n d  the  opera tions ca rrie d  on by it, to g e th e r  w ith  th e  
creation  o r design a tio n  of o th e r subcom m ittees , boards or officers to 
function u n d e r  the  a u th o rity  of the  o p e ra tin g  com m ittee  a s  m ay  be 
necessary , p ro p er or convenien t in  th e  efficien t m a n a g e m e n t of th e  
u n it, d e fin in g  th e  powers and  d u ties  o f a ll  th e  com m ittees, boards and  
officers, a n d  prescrib ing  th e ir  te n u re  a n d  tim e  and m etho d  for th e ir  
selection;

(6) th e  t im e  w hen the  p lan  of u n itiz a tio n  becomes effective;
(7) th e  t im e  w hen and th e  conditions u n d e r  w hich a n d  th e  m ethod 

by w hich th e  u n it sh a ll or m ay be d isso lved  and  its  a ffa irs  w ound up.
(d) [Repealed, § 17 ch 160 S L A  1978.]
(e) E xcep t a s  o therw ise expressly  provided in th is  section , all 

p roceedings held  u nder th is  chap te r, in c lu d in g  the  filing  of p etition s, 
th e  g iv in g  o f notices, the  conduct o f h e a r in g s  and  o th e r  ac tion  ta k e n  
by th e  com m ission  shall be in th e  form  a n d  m a n n e r a n d  in  accordance 
w ith  th e  p ro cedu re  provided in AS 31 .05 .040 — 31.05.060. A dditional 
notice sh a ll be given as th e  com m ission req u ire s

(f) F rom  th e  effective d a te  of a n  o rd er o f th e  com m ission c re a tin g  a  
u n it and  p rescrib in g  the  p lan  o f u n itiz a tio n  app licab le  to it, th e  
opera tion  o f a  well producing from  th e  pool o r po rtion  o f i t  w ith in  th e  
u n it a re a  defined  in  the  o rder by p ersons o th er th a n  th e  u n it  or 
persons a c tin g  u n der its a u th o rity  or excep t in  th e  m a n n e r  and  to th e  
e x ten t p rov ided  in the p lan  o f u n itiz a tio n  is u n law fu l and  is 
prohib ited .

(g) T he ob ligation  or liab ility  of th e  lessees or o th e r  ow ners of the  . 
oil and  g a s  r ig h ts  in th e  severa l s e p a ra te ly  ow ned tra c ts  for the  
pay m en t o f u n it  expense sh a ll a t  all tim e s  be severa l a n d  no t jo in t or
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collective an d in no event shall a lessee or other o w n e r  of the oil and 

ga s rights in the separately o w n e d  tract be chargeable with, obligated 

or liable, directly or indirectly, for m o r e  than the a m o u n t  apportioned, 

assessed or otherwise charged to that lessee’s or o w n e r ’s interest in 

the separately o w n e d  tract u n d e r  the plan of unitization a n d  then only 

to the extent of the lien provided for in this chapter.

(h) Subject to such reasonable limitations as m a y  be set out in the 

plan of unitization, the unit h a s  a  first a n d  prior lien up on the 

leasehold estate an d all other oil a n d  gas rights (exclusive of a 

l a n d o w n e r s ’ royalty interest) in a n d  to each separately o w n e d  tract, 

the interest of the ow ner s in a n d  to the unit production and all 

e q u i p m e n t  in the possession of the unit, to secure the p a y m e n t  of the 

a m o u n t  of the unit expense charged to a n d  assessed against such 

separately o w n e d  tract. T h e  interest of the lessee or other persons w h o  

b y  lease, contract or otherwise are obligated or responsible fcr the cost 

a n d  expense of developing a n d  operating a separately o w n e d  tract for 

oil a n d  gas in the absence of unitization shall, however, be primarily 

responsible for an d charged with a n y  assessment for unit expense 

m a d e  against the tract a n d  resort m a y  be h a d  to overriding royalties, 

oil a n d  gas payments, or other interests, except royalty interests, 

w h i c h  otherwise are not chargeable with these costs, only in the event 

the o w n e r  of interest primarily responsible fails to p a y  the assessment 

of the production to the credit thereof, or production is insufficient for 

that purpose. If the o w n e r  of a n y  royalty interest, overriding royalty, 

oil or gas payment, or a n y  other interest w h i c h  u n d e r  the plan of 

unitization is not primarily responsible for it pays in whole or in part 

the a m o u n t  of a n  assessment for unit expense for the purpose of 

protecting such interest, or tK e a m o u n t  of the assessment in whole or 

in part is deducted from the unit production to the credit of such 

interest, the o w ner of it is to the extent of the p a y m e n t  or deduction 

subrogated to all the rights of the unit with respect to the interest or 

interests primarily responsible for the assessment. T h e  landowners’ 

royalty share of the unit production allocated to each separately 

o w n e d  tract shall be regarded as royalty to be distributed to and 

a m o n g ,  or the proceeds of it paid to, the landowners, free a n d  clear of 

all unit expense a n d  free of a n y  lien for it.

(i) Property rights, leases, contracts a n d  all other rights and 

obligations shall be regarded as a m e n d e d  a n d  modified to the extent 

necessary to conform to the provisions a n d  requirements of this 

chapter, a n d  to an y valid a n d  applicable plan of unitization or order of 

the commission m a d e  a n d  adopted u n d e r  this chapter, but otherwise 

r e m a i n  in effect.

(j) N o thi ng contained in this chapter shall be construed to require a 

transfer to or vesting in the unit of title to the separately o w n e d  tracts 

or leases on t h e m  within the unit area, other than the right to use and 

operate t h e m  to the extent set out in the plan of unitization; nor shall
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the unit be regarded as o w n i n g  the unit production. T h e  unit 

production an d the proceeds from the sale of it shall be o w n e d  by the 

several persons to w h o m  it is allocated u n d e r  the plan of unitization. 

All property, whether real or personal, w h i c h  the unit m a y  in an y w a y  

acquire, hold or possess, shall not be acquired, held or possessed by the 

unit for its o w n  account but shall be acquired, held a n d  possessed by 

the unit for the account a n d  as agent of the several lessees a n d  shall 

be the property of the lessees as their interests appear u n der the plan 

of unitization, subject, however, to the right of the unit to the 

possession, m a n a g e m e n t ,  use or disposal of the s a m e  in the proper 

conduct of its affairs, an d subject to a n y  lien the unit m a y  ha ve on it to 

secure the p a y m e n t  of unit expense. Neither the unit production or 

proceeds of the sale of it, nor the other receipts shall be treated, 

regarded, or taxed as income or profits of the unit; but instead, all 

such receipts shall be the in com e of the several persons to w h o m  or to 

w h o s e  credit the s a m e  are payable u n der the plan of unitization. T o  

the extent the unit m a y  receive or disburse the receipts it shall only 

do so as a c o m m o n  administrative agent of the persons to w h o m  the 

receipts are payable.

(k) T h e  a m o u n t  of the unit production allocated to each separately 

o w n e d  tract within the unit, a n d  only that amoun t, regardless of the 

well or wells in the unit area from w h i c h  it m a y  be produced and 

regardless of w h eth er it is m o r e  or less than the a m o u n t  of the 

production from the well or wells, if any, on a n y  such separately 

o w n e d  tract, shall for all intents, uses a n d  purposes be regarded and 

considered as production from the separately o w n e d  tract, and, except 

as m a y  be otherwise authorized in this chapter, or in the plan of 

unitization approved by the commission, shall be distributed a m o n g  or 

the proceeds of it paid to the persons entitled to share in the 

production from the separately o w n e d  tract in the s a m e  manner, in 

the s a m e  proportions, an d u p o n  the s a m e  condition that they would 

have participated a n d  shared in the production or proceeds of it from 

such separately o w n e d  tract h a d  not the unit be en organized, a n d  with 

the s a m e  legal effect. If adequate provisions are m a d e  for the receipt of 

it, the share of the unit production allocated to each separately o w n e d  

tract shall be delivered in kind to the persons entitled to it b y  virtue of 

ownership of oil a n d  gas rights in it or b y  purchase from the owners 

subject to the rights of the unit to withhold a n d  sell the s a m e  in 

p a y m e n t  of unit expense under the plan of unitization, a n d  subject 

further to the call of the unit o n  such portions of the gas for operating 

purposes as m a y  be provided in the plan of unitization.

(/) A n  ag ree men t or plan for the devel opm en t a n d  operation of a 

field or pool of oil or gas as a unit, if approved by the commission for 

the purpose of conserving oil or gas, does not violate a statute of the 

state prohibiting monopolies or acts, arrangements, agreements, 

contracts, combinations or conspiracies in restraint of trade or 

commerce.
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(m ) O pera tions c a rr ie d  on u n d e r and in accordance w ith  th e  p lan  of 
u n itiz a tio n  sh a ll be reg a rd ed  and  considered a s  a  fu lf illm e n t of a 
com pliance  w ith  a ll o f th e  provisions, covenan ts a n d  conditions, 
ex p ress  or im plied , o f th e  sev era l oil and gas leases upo n  lands 
inc lud ed  w ith in  th e  u n it  a re a , or o ther con trac ts  p e r ta in in g  to the 
deve lop m en t of it  in so far a s  th e  leases or o ther c o n trac ts  m ay  re la te  to 
th e  pool o r portion  o f i t  included in th e  u n it a re a . W ells d rilled  or 
o p e ra te d  on any  p a r t  o f th e  u n it  a re a  no m a tte r  w h ere  located  sh a ll for 
a ll pu rpo ses be reg a rd ed  as w ells d rilled  on each  se p a ra te ly  owned 
t r a c t  w ith in  th e  u n it  a re a .

(n) N o th in g  in th is  section  or in  any  p lan  o f u n itiz a tio n  sh a ll be 
co n stru ed  as in c rea s in g  or decreasing  th e  im plied cov en an ts  o f a  lease 
in  resp ec t to a  com m on source of supply or lands n o t inc lud ed  w ith in  
th e  u n i t  a re a  of a  u n it.

(o) T he u n it  a re a  o f a u n it  m ay  be en larged  to  include adjo in ing  
p o rtio n s  of th e  sam e pool, inc lud in g  the u n it a re a  o f a n o th e r  u n it , and 
a  new  u n it  c rea ted  for th e  un itized  m an ag em en t, o p era tio n  and 
fu r th e r  deve lopm en t o f th e  en larged  u n it a re a , o r th e  p lan  of 
u n itiz a tio n  m ay  be o th e rw ise  am ended, or the  u n it  a re a  con trac ted , all 
in  th e  sam e m a n n er, u pon  th e  sam e conditions a n d  su b jec t to th e  sam e 
lim ita tio n s  a s  p rov ided  w ith  respec t to the  c rea tio n  o f a u n it  in the 
f ir s t  in s tan ce .

(p) An a liq u o t of u n i t  p roduction  m ay be u n d erlif ted  or overlifted  
from  a  u n it  e s ta b lish e d  u n d e r th is  chap te r or A S 3 8 .05 .180(p) only 
w h en  i t  does no t c re a te  w aste , except th e  com m issioner m ay  perm it 
u n d e rlif tin g  o r o v erlif tin g  for tem p o rary  periods for th e  purpose of 
accom m odating  e x tra o rd in a ry  d isrup tion s to a n  in te re s t  ow ner’s 
production  disposal sy s tem . U nderlifted  oil m ay  be recovered  by an 
in te re s t  ow ner a t  a  d a ily  ra te  no t to exceed 10 p e rc en t of th e  ow ner’s 
w o rk in g  or ro ya lty  in te re s t  sh a re  of daily  p roduction  a t  th e  tim e  of 
u n d e r lif t  recovery. T h is  sub sectio n  app lies to all u n its  c rea ted  a fte r 
J u n e  30 ,1 9 7 8 .

(q) T h is  section  ap p lie s  to a ll in v o lu n ta ry  u n its  form ed in th e  sta te . 
S ub sec tio ns (a) and  (g) —  (p) o f th is  section app ly  to a ll v o lu n tary  
u n its  form ed in  the  s ta te  and  to a  v o lu n ta ry  cooperative or u n it  p lan  of 
dev e lo pm en t or opera tio n  e n te re d  in to  in accordance w ith  AS 
3 8 .05 .180(p). (§ 7 ch 40 SLA  1955; am  §§ 8 — 1 3 ,1 7  ch 160 SLA  1978; 
am  § 33 ch 94 SLA 1980)

Cross references. —  For provisions 

regarding oil and gas leasing, see A S  

38.05.180.

Legislative history reports. —  For 

conference committee letter of intent re­

lating to the 1978 repeal of subsection (d) 

(sec. 17, ch. 160, S L A  1978 —  H B  815), see 

1978 House Journal, p. 1720.

Collateral references. —  Operator’s or 

lessee’s responsibility for production of oil
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or gas in excess of allowance as affected by 

his ignorance of excess production or his 

failure to profit thereby. 150 A L R  1149.

S e c . 31.05.120. U s e  o f  gas fro m  w e l l  to  m a n u fa c tu r e  c a r b o n  

p r o d u c ts  w i t h o u t  p e r m it  is p r im a  fa c ie  w a s te . T h e  use o f gas from  

a w e ll producing gas o n ly , or from a w e ll wh ich  is p r im a r ily  a gas w e ll 

for the m anufacture  o f carbon black or s im ilar products predom i­

n a n tly  carbon is declared to constitute waste prim a facie, and the gas 

w e ll shall not be used for th is  purpose unless i t  is c lea r ly  show n  a t  a 

public  hearing  he ld  b y  th e  commission, on app lica tion  o f the person 

desiring to use the gas, th a t w aste w ou ld  not take place by  the use o f 

the gas for the  purpose applied for, and tha t gas w h ich  w ou ld  

otherw ise be lost is now  a va ila b le  for such purpose, and  th a t the gas to 

be used cannot be used for a more beneficia l purpose, such as for l ig h t 

or fuel purposes, except a t p roh ib itive  cost, and th a t i t  w ou ld  be in  the  

public  in terest to gran t th e  perm it. I f  the commission finds th a t the 

app lican t has c lea r ly  show n  a righ t to use the gas for the  purpose 

app lied  for, it  sha ll issue a perm it upon terms and conditions it  finds 

necessary in order to p erm it the use o f the gas and a t the sam e tim e  

require com pliance w ith  the in ten t o f th is section. (§ 8 ch 40 S L A  

1955)

Secs. 31.05.130 — 31.05.140. Levy of Tax and Disposition of Funds. 
[Repealed, § 2 ch 247S L A  1970.]

A r t i c l e  3. G e n e r a l P ro v is io n s .

Section Section

150. Penalties 170. Definitions

160. Injunctive relief

Sec . 31.05.150. P e n a lt ie s , 'a )  A  person who w i l fu l ly  v io la tes , 

vision o f th is  chapter, or a regu lation  or order o f th e  comp»iSsion 

adop^& im nder th is  chap ter  is subject to a pen a lty  o f ncjp-rfiore than  

_  . $1,000 for'fes^h act o f v io la tion  and for each d a v j f c f f t h e  v io la tion

( ^ ip l -  o b  continues, unlesSNsje p en a lty  for v io la tion  is ^ t f fe rw is e  provided for 

C / a  a°d  made exc lu s ive  m ^ h js  chapter.

(b) I f  a person, for th e >«n )o se^e 'f* 'e va d in g  th is  chapter, or an y  

regu lation  or order o f th e  o p jm & ^ io n  adopted under th is chapter, 

w ilfu lly  m akes or has nxrfle a f a ls e 'l j ^ r y  in a record, account or 

m em orandum  reqm petfD y th is chapter, o rb$ S t^eg u la tio n  or order, or 

w ilfu l ly  om its^ -dr causes to be om itted , from a N ^ m rd , account or 

memorarjdtfm . fu ll, true  and correct entries as re q b s^ d  b y  th is  

c h a p t^ C o r  by  a regu la tion  or order, or rem oves from  th e *S ^ te  or 

estroys, m u tila tes , a lte rs  or falsifies such record, account or me?
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1 person
nnniahahlp fivl' ftrn-*iLry]t rpgro thm r -jffiTTOtJTor by imprisonment in

: months,

(c) A  person w h o  knowingly aids or abets another person in the 

violation of any provision of this chapter, or a regulation or order of 

the commission adopted under this chapter is subject to the s a m e  

penalty as that prescribed by this chapter for the violation by the 

other person.

td) T h e  penalties provided in this section are recoverable by suit 

filed b y  the attorney general in the n a m e  a n d  on behalf of the 

c o mmi ssi on in the superior court of the judicial district in w h ich the 

defendant resides or in which a n y  defendant resides, if there is more 

th a n  on e defendant, or in the superior court of the judicial district in 

w h i c h  the violation occurs. T h e  p a y m e n t  of a penalty does not relieve 

a person on w h o m  the penalty is i m p o s e d  fr om liability to a n y  other 

person for d a m a g e s  arising out of the violation.

(e) T h e  commission m a y  impose a penalty p a y m e n t  o n  every 1,000 

cubic feet of natural gas flared, vented or otherwise determined to be 

w a ste as defined in A S  31.05.170. T h e  penalty shall be the fair ma rke t 

value of the natural gas at the point of waste. (§ 12 ch 40 S L A  1955; 

a m  § 1 ch 195 S L A  1968) „

(P) 6 5 6  ChpT. e-fc SLA m o
Collateral references. —  58 C.J.S.

Mines and Minerals § 241.

Sec, 31.05.160. Injunctive relief, (a) W h e n e v e r  it appears that a 

person is violating or threatening to violate a n y  provision of this 

chapter, or a n y  regulation or order of the commission, the commission 

shall bring suit against that person in the superior court of the 

judicial district where the violation occurs or is threatened, to restrain 

the person from continuing the violation or from carrying out the 

threat of violation. In the suit, the court shall have jurisdiction to 

grant to the commission, without b o n d  or otherwise undertaking, such 

prohibitory a n d  mandatory injunctions as the facts warrant.

(b) If the commission fails to bring suit to enjoin a  violation or 

threatened violation within 10 days after receipt of written request to 

d o  so b y  a person w h o  is or will be adversely affected by the violation, 

the person m a k i n g  the request m a y  bring suit to restrain the violation 

or threatened violation in the court in w h i c h  the commi ssi on m a y  

bring suit. If the court finds that injunctive relief should be granted, 

the co mmi s s i o n  shall be m a d e  a party a n d  shall be substituted for the 

person w h o  brought the suit, a n d  the injunction shall be issued as if 

the c o m m i s s i o n  had at all times be en the plaintiff. (§ 13 ch 40 S L A  

1955)
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Sec. 31.05 .170. D e f in i t io n s .  In  th is  chap te r, u n le ss  th e  co n tex t 
o therw ise re q u ire s

(1) "an d ” inc lud es "o r” a n d  "o r"  includes "an d ”;
(2) "co rre la tiv e  r ig h ts ” m e a n  th e  opportun ity  afforded , so fa r  a s  i t  is 

p racticab le  to do so, to  th e  o w n e r o f each property  in  a  pool to produce 
w itho u t w aste  th e  o w n e r’s j u s t  a n d  equ itab le  sh a re  o f th e  oil or gas , o r 
both, in the  pool; b e in g  a n  a m o u n t, so fa r  a s  can  be p rac tica lly  
determ ined , a n d  so fa r  a s  can  p rac ticab ly  be o b ta in e d  w ith o u t w aste , 
su b s ta n tia lly  in  the  p ro p o rtio n  th a t  the  q u a n tity  o f recoverab le  oil o r 
gas, or bo th  u n d e r  th e  p ro p e rty  b e a rs  to the  to ta l reco v erab le  oil o r gas 
or both in th e  pool, a n d  for su c h  purposes to use  th e  o w n er’s j u s t  a n d  
equ itab le  sh a re  o f th e  re s e rv o ir  energy ;

(3) "com m ission” m e a n s  th e  A laska Oil a n d  G as C on serv a tio n  
Com m ission;

(4) "cubic foot” of n a tu r a l  g a s  m ean s th e  vo lum e o f g as  con ta in ed  in  
one cubic foot o f space m e a s u re d  a t  a  p ressu re  base  o f 14.65 pounds 
per sq u a re  in ch  a b so lu te  a n d  a tem p e ra tu re  b ase  o f 60 deg rees 
F ah ren h e it;

(5) "field” m ean s a g e n e ra l  a re a  w hich is u n d e r la in  o r a p p e a rs  to  be 
u n d erla in  by a t  le a s t one  pool, a n d  includes th e  u n d e rg ro u n d  re se rv o ir  
con ta in in g  oil or gas; a n d  th e  w ords "pool” and  "field" m e a n  th e  sam e 
th in g  w hen on ly  one u n d e rg ro u n d  reservo ir is invo lved , b u t  "fie ld” 
u n lik e  "pool” m a y  re la te  to  tw o  o r m ore pools;

(6) "gas” inc ludes a ll  n a tu r a l  g as  and  a ll h y d ro ca rb o n s produced  a t  
th e  w ellhead n o t defined  a s  oil;

(7) " lan d o w n er” m e a n s  th e  ow ner of th e  su b su rface  e s ta te  o f th e  
tra c t affected;

(8) "oil” inc ludes c ru d e  p e tro le u m  oil and  o th e r  h y d rocarb ons 
regard less of g ra v ity  w h ich  a re  produced a t  th e  w e llh ea d  in  liqu id  
form and  the  liq u id  h y d ro c a rb o n s  know n as  d is ti l la te  o r con d en sa te  
recovered or e x tra c te d  from  g as , o th e r th a n  g as  p rodu ced  in  assoc ia ­
tion  w ith  oil and  com m only  k n o w n  as casinghead  gas;

(9) "ow ner” m e an s  th e  p e rso n  who h as th e  r ig h t  to  d r il l  in to  and  
produce from a  pool a n d  to a p p ro p ria te  th e  oil a n d  g as  th e  person  
produces from  a  pool for th a t  p erso n  and  o thers;

(10) "person” inc lu d es  a  n a tu r a l  person, co rp o ra tio n , assoc ia tion , 
p a rtn e rsh ip , rece iver, t ru s te e , executor, a d m in is tra to r , g u a rd ia n , 
fiduciary or o th e r  re p re s e n ta t iv e  of any  k ind , and  in c lu d e s  a  d e p a r t­
m en t, agency o r in s tru m e n ta l i ty  of the  s ta te  o r a  g o v e rn m en ta l 
subdiv ision  of th e  s ta te ;

(11) "pool” m ean s a n  u n d e rg ro u n d  reservo ir c o n ta in in g , or a p p e a r­
ing  to con tain , a  com m on acc u m u la tio n  of oil o r gas. E ach  zone of a 
general s tru c tu re  w h ich  is com ple te ly  se p a ra te d  from  a n y  o th e r  zone 
in th e  s tru c tu re  is covered  by th e  te rm  "pool”;

(12) "p roducer” m e a n s  th e  o w n er of a w ell or w e lls  cap ab le  of 
producing oil or g as  or bo th ;
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(13) "regular production" m e a n s  continuing production of oil or gas 

fr om a  well into production facilities and transportation to market, 

but does not include short t e r m  testing, evaluation, or experimental 

pilot production activities that have been approved b y  permit or order 

of the commission;

(14) "waste” me ans , in addition to its ordinary meaning, "physical 

w a s t e ” a n d  includes

(A) the inefficient, excessive, or improper use of, or unnecessary 

dissipation of, reservoir energy; a n d  the locating, spacing, drilling, 

equipping, operating or producing of a n y  oil or gas well in a m a n n e r  

w h i c h  results or tends to result in reducing the quantity of oil or gas to 

be recovered from a pool in this state under operations conducted in 

accordance with good oil field engineering practices;

(B) the inefficient above-ground storage of oil; a n d  the locating, 

spacing, drilling, equipping, operating or producing of a n  oil or gas 

well in a m a n n e r  causing, or tending to cause, unnecessary or 

excessive surface loss or destruction of oil or gas;

(C) producing oil or gas in a m a n n e r  causing unnecessary water 

channeling or coning;

(D) the operation of a n  oil well with an inefficient gas-oil ratio;

(E) the drowning with water of a pool or part of a pool capable of 

producing oil or gas, except insofar as an d to the extent authorized by 

the commission;

(F) underground waste;

(G) the creation of unnecessary fire hazards;

(H) the release, burning, or escape into the open air of gas, from a 

well producing oil or gas, except to the extent authorized by the 

commission;

(I) the use of gas for the manufacture of carbon black, except as 

provided in this chapter;

(J) the drilling of wells unnecessary to carry out the purpose or 

intent of this chapter. (§ 2 ch 4 0  S L A  1955; a m  §§ 2, 3 ch 195 S L A  

1968; a m  §§ 14,15 ch 160 S L A  1978; a m  § 3 ch 91 S L A  1984)

Revisor's notes. —  Reorganized in 

1984 to alphabetize the defined terms.

Effect of amen d m e n t s .  —  T he 1984 

amendment inserted paragraph (13).
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Chapter 168

(I) "cancel" means to annul or terminate. |THE ANNULMENT OR 

TERMINATION) by formal action of the deparcmentA [OF] a certification, 

registration, license, permit or privilege Issued or allowed under 

thla title or regulations adopted under this title, because of an 

error or defect In the document Issued or the application for issuance

or because the person holding the document is no longer entlcled to

Iti

*  Sec. 10. AS 31.05.007(a) la amended to readi

(a) The term of office of each member lt six years. (THE GOVER­

NOR SHALL DESIGNATE WHO AMONG THE INITIAL APPOINTEES SHALL SERVE 

RESPECTIVELY FOR TERMS OF TWO YEARS. FOUR YEARS AND SIX YEARS.) A 

commissioner, upon the expiration of a term, shalt continue to hold 

office until a successor lt appointed and qualified.

* Sec. II. AS 36.30.015(e) Is amended to read:

(e) The boards of directors of the Alaska Railroad Corporation 

and the Alaska State Housing Authority shall adopt procedures to 

govern the procurement of supplies, services, professional services, 

and construction [BY THE CORPORATION). The procedures must be sub­

stantially equivalent to the procedures prescribed In this chapter and 

In regulations adopted under this chapter.

* Sec. 12. AS 39.20.190 la amended to read:

Sec. 39.20.190. DEFINITIONS. In AS 39.20.110 - 39.20.190

[AS 39.20.110 - 39.20. 170)

(1) "employee" or "state employee" means a person employed 

by a state agencyi

(2) "official" or "state official" means the appointive 

head of a state agency:

(3) “official travel" means travel inside or outside the 

state on official business of the state, for which payment or

,1 SCS CSHB 1 11 (Jud) -4-
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1990 SLA CH. 86

Chapter 86

AH ACT

Relating to the Alaaka Oil and Gaa Conaervation Conclaslon.

* Section I. AS 31.05.027 la attended to read:

Sec. 31.05.027. LAHD SUBJECT TO COMMISSION'S AUTHORITY. The 

authority of the commission appllea to all land In the state lawfully 

aubjact to lta police povere. Including (. IT APPLIES TO) land of the 

United Statea and (OR TO) land subjecc to the Jurisdiction of the 

United States (ONLY TO THE EXTENT THAT CONTROL AND SUPERVISION OF 

CONSERVATION OF OIL AND CAS AND PREVENTION OF VASTE BY THE UNITED 

STATES OH ITS LAND FAILS TO CARRY OUT THE INTENT AND PURPOSES OF THIS 

CHAPTER. AND OTHERWISE APPLIES TO FEDERAL LAND SO FAR AS AK OFFICER OF 

THE UNITED STATES KAVINC JURISDICTION. OR AN AUTHORIZED REPRESENTA­

TIVE. SHALL APPROVE ANY OF THE PROVISIONS OF THIS CHAPTER OR ORDERS 

OF THE COMMISSION WHICH AFFECT LAND). The authority of Che commission 

further appllea to all land Included In a voluntary cooperative or 

unit plan of developoenc or operation entered Into In accordance with 

AS 38.05.180(p>.

* Sec. 2. AS 31.05.150(a) la amended to read:

(a) A person who negligently (WILFULLY) violates a provision of 

this chapter, or a regulation or order of the consolation adopted under 

chla chapter^ la liable for (SUBJECT TO| a civil penalty of no (NOTI 

more chan S5.000 a day (SI.0001 for each daj (ACT) of violation (AND 

FOR EACH DAY THAT THE VIOLATION CONTINUES). unless Che penalty for

-1 -  CSHB 55(Jud) am
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violation li otherwise provided for end node exclusive In cbls chap­

ter.

* Sec. 3. AS 31.O S .150(b) Is emended to reedi

(b) A (IT Al pereon who, for the purpose of evading thle chapter 

(,) or any regulation or order of the cooolaalon adopted under this 

chapter, knowingly comr.lt» an act apeclfled In AS 11.66.630(a) la 

rulltv of a claaa A nlademeanor (WILFULLY HAKES OR HAS HADE A FALSE 

ENTRY IN A RECORD, ACCOUNT OR KEHORANDUM REQUIRED BY THIS CHAPTER, OR 

BY A RFCULATIOS OR ORDER, OR WILFULLY OHITS, OR CAUSES TO BE OHITTED, 

FROH A RECORD, ACCOUNT OR MEMORANDUM. FULL. TRUE AND CORRECT ENTRIES 

AS REQUIRED BY THIS CHAPTER, OR BY A REGULATION OR ORDER, OR REMOVES 

FROM THE STATE OR DESTROYS. MUTILATES, ALTERS OR FALSIFIES SUCH RE­

CORD. ACCOUNT OR MEMORANDUM. THE PERSON IS GUILTY OF A MISDEMEANOR. 

AND UPON CONVICTION IS PUNISHABLE BY A FINE OF NOT MORE THAN S5.000, 

OR BY IMPRISONMENT IN JAIL FOR NOT MORE THAN SIX MONTHS, OR BY BOTH].

* Sec. 1. AS 31.05.150 la amended by adding a new subsection to read:

(f) A perron who knowingly vlolatea a regulation or order of the 

cocnlialon la gullcy of a misdemeanor punishable by a fine of no more 

than $5,000 a day for each day of violation.

Chapter 86

CSHB 55<Jud> am -2- HE0055O



S e c . 38 .05 .036. A u d it  o f  r o y a l ty  a n d  n e t  p r o f i t  p a y m e n ts ,
(a) T h e  D e p a rtm e n t of Revenue sh a ll a u d it  rep o rts , p ay m en ts , and  
p a y m e n ts  d u e  re la tin g  to ro ya lty  and  n e t p ro fits  u n d e r  oil a n d  gas 
c o n tra c ts , ag reem en ts , or leases u n d e r th is  ch a p te r.

(b) T h e  D e p artm e n t of R evenue m ay  inspec t a ll re p o rts  a n d  o th e r  
in fo rm a tio n  filed in  support of o r re la tin g  to ro y a lty  a n d  n e t  p rofits 
p a y m e n ts , w h e th e r  or not th a t  in fo rm ation  is con fid en tia l, a n d  sh a ll 
ho ld  t h a t  in fo rm atio n  confidential to  th e  e x te n t req u ire d  u n d e r  oil and  
g as  a g re e m e n ts , contracts, o r leases, or by  th is  c h a p te r  o r  AS 
43 .05 .230 .

(c) A ll in fo rm atio n  obtained by th e  D e p a rtm e n t o f R ev en u e  re la tin g  
to ro y a lty  a n d  n e t  profits paym en ts, inc lud ing  in fo rm atio n  o b ta ined  
u n d e r  A S 43, m ay  be m ade ava ilab le  to th e  d e p a r tm e n t, in  th e  form  of 
su m m a rie s  and , w hen in fu rth e ran ce  of th e  d e p a r tm e n t’s  ro y a lty  and  
n e t  p ro fits  functions, re lev an t po rtions of th e  a u d its . In fo rm atio n  
m ade  a v a ila b le  to th e  d ep a rtm en t th a t  w as o b ta in ed  u n d e r  A S 43 is 
c o n fid en tia l a n d  subject to th e  provisions o f A S 43.05.230.

(d) T h e  D e p a rtm e n t of R evenue m ay  conduct a u d its  u n d e r  th is  sec­
tio n  c o n c u rre n tly  w ith  aud its  or in v estig a tio n s  u n d e r  AS 43, a n d  m ay 
use  in fo rm a tio n  ob ta ined  from th e  d e p a rtm e n t in  ta x  a u d its , in v e s ti­
g a tio n s , o r proceedings u nder AS 43.

(e) In  th is  section , "aud it” m ean s th e  process o f o b ta in in g  su ffic ien t 
co m p e ten t e v id en tia ry  m a tte r  th ro u g h  inspection , o b se rv a tio n , in ­
q u iry , a n d  confirm ation  to afford e. rea so n ab le  b as is  for a sc e r ta in in g  
th e  com plian ce  by th e  subject o f th e  a u d it w ith  th e  ap p lic ab le  law , 
re g u la tio n , lease , agreem ent, and  co n trac t te rm s; i t  does n o t include 
a n y  o th e r  a c tio n s  necessary to a d m in is te r  th is  chap te r p e r ta in in g  to 
oil a n d  g as  ro y a lty  and  net profits p ay m en ts , inc lud ing  d a ily  a cco u n t­
ing  fu n c tio n s , certifica tion  procedures a sso c ia ted  w ith  those  a cco u n t­
in g  fu n c tio n s , a n d  enforcem ent o f p a y m e n ts  o f ro y a ltie s  a n d  n e t 
p ro fits . (§ 2 ch 61 SLA 1980)



Article 2. D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n .

Section Section
20. Powers of the department supply, sewage, and solid waste fa-

25. Accounting and disposition of fees cilities grants

30. Water quality enhancement, water 32. Alaska clean water fund.

40. Alaska environmental plan

§ 46.03.020 W a t e r ,  Am, E n e r g y ,  Etc. § 46.03.020

Collateral references. —  6 1A A m .  

Jur. 2d, Pollution Control, $ 6.

3 9 A  CJ.S., Health and Environment, 

§§ 5, 9-15, 125-145.

Power of 6tat« to prohibit or restrict ex­

portation of natural resources. 32 A L R  

331.

Preservation or protection of animals or

birds as subject of charitable trust. 66 

A L R  465.

Constitutionality of reforestation or for­

est conservation legislation. 13 A L R 2 d  

1095.

Right to maintain action to enjoin pub­

lic nuisance as affected by existence of 

pollution control agency. 60 A L R 3 d  665.

IWA V.

wUaT

c »

Sec. 46.03.020. P o w e r s  of the d e p a r t m e n t  T h e  d e p a r t m e n t  m a y

(1) enter into contracts necessary or convenient to carry out the 

functions, powers a n d  duties of the department;

(2) review a n d  appraise p r o g r a m s  a n d  activities of state depart­

m e n t s  a n d  agencies in light of the policy set out in A S  46.03.010 for 

the purpose of determining the extent to which the p r o g r a m s  a n d  

activities are contributing to the achievement of that policy a n d  to 

m a k e  re com m e n d a t i o n s  to the departments a n d  agencies, including 

but not limited to, environmental guidelines;

(3) consult with a n d  cooperate with

(A) officials a n d  representatives of a n y  nonprofit corporation or or­

ganization in the state;

(B) persons, organizations a n d  groups, public a n d  private, using, 

served by, interested in or concerned with the e n v i r o n m e n t  of the 

state;

(4) appear a n d  participate in proceedings before a n y  state or federal 

regulatory agency involving or affecting the purposes of the depart­

ment;

(5) undertake studies, inquiries, surveys or analyses it m a y  con­

sider essential to the ac com pli sh men t of the purposes of the depart­

ment; these activities m a y  be carried out by the personnel of the 

d e p a r t m e n t  or in cooperation with public or private agencies, includ­

ing educational, civic a n d  research organizations, colleges, universi­

ties, institutes a n d  foundations;

(6) at reasonable times enter a n d  inspect with the consent of the 

o w n e r  or occupier a n y  property or premises to investigate either ac­

tual or suspected sources of pollution or contamination or to ascertain 

compliance or noncompliance with a regulation w h i c h  m a y  be adopted 

u n der A S  46.03.020 —  46.03.040; information relating to secret pro-

C l t



§ 46.03.020 A l a s k a  S t a t u t e s 5 46.03.020

cesses or m ethods o f m an u fac tu re  discovered during  in vestiga tion  is 

con fiden tia l;

(7) conduct in ves tig a tion s  and  hold hearings and compel the a tte n ­

dance o f w itnesses and th e  production  o f accounts, books and docu ­

m ents b y  the issuance o f  a subpoena;

(8) advise and cooperate w i th  m un ic ipa l, regional and other local 

agencies and officia ls in  th e  sta te , to carry ou t the purposes o f th is  

chapter;

(9) act as the offic ia l agen cy  o f the  sta te  in  a ll m atters affecting th e  

purposes o f the  d ep a rtm en t under federal law s  now  or hereafter en ­

acted;

(10) adopt regu la tions necessary to e ffectuate the purposes o f th is  

chapter, inc lud ing , b y  w a y  o f  e xam p le  and no t lim ita tion , regu lations 

pro vid in g  for

(A ) control, p reven tion  and  a ba tem en t o f a ir , w a ter , or land  or sub ­

surface land po llu tion ;

(B) safeguard standards for p e tro leum  and na tu ra l gas p ipe line  con­

struction, operation, m od ifica tion  or a ltera tion ;

(C) protection o f pub lic  w a te r  supp lies b y  estab lish ing  m in im um  

d rin k in g  w a te r  standards, and  standards for the construction, im ­

provem ent, and m a in ten an ce  o f  pub lic  w a te r  supp ly systems;

(D) collection and  d isposa l o f  sew age and industr ia l waste;

(E ) collection and d isposa l o f  garbage, refuse, and o ther discarded 

solid  m ateria ls  from  in d u s tr ia l, com m ercia l, agricu ltu ra l and com m u­

n it y  a c tiv ities  or operations;

(F) [Repealed, § 12 c h  172 S LA  1978.]
(G ) control o f pesticides;

(H ) other purposes as m a y  be requ ired  for th e  im p lem en ta tion  o f 

the  po licy declared in  A S  46.03.010;

(I) handling , transporta tion , trea tm en t, storage, and disposal o f  

hazardous wastes;

(11) a fter consu lta tion  w i th  o ther s ta te  agencies and local govern ­

m en t officials, id en tify  and  propose for add ition a l or deletion , by  regu ­

la tion , other licenses, p e rm its  or au thor iza tion s  for w h ich  the p ro v i­

sions o f A S  46.35 are app licab le , and report a n n u a lly  to the leg is la ­

ture the  perm its w h ich  h a ve  been  inc luded  or deleted;

>ooit en v i ro n m en ta l serv ice  tees in to  an  accoun t iu  the g eu 1

pect th e  prem ises o f se llers and  suppliers o f pa in t, vessels,

  je and boa ting  supp lies , and  ta ke  o th er actions necessary to

enforce A S  46.03.715. (§ 3 ch 120 S L A  1971; am  § 1 ch 220 S L A  1976; 

am  § 2 ch 60 S L A  1977; am  § 12 ch 172 S L A  1978; am  § 8 ch 93 S L A  

1981; am  § 86 ch 138 S L A  1986; am  § 1 ch 67 S L A  1987)

4
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R ep ea le r

1990 SLA CH. 36

| Chapter 36

'| under AS 47.25.120 - *7.25.300 {general relief), AS *7.25.310 - 47.-

J|j 25.(20 (aid to families with dependent children). AS *7. 25.(30 •

iji *7.25.615 (adult public assistance), and AS *7.25 .975 - *7 .25.990

<11 (food steeps) shall be remitted to the Department of Revenue under

(i| AS 37.10.050(a).

•j * Sec. 92. AS 10.15.535. 10.15.5*0i AS l*.56.035i AS 14.57.015s AS 16.-

»! 05.053. AS 37.05.500(a)(1), 37.05.500(a)(4). 37.05.500(a)(6). AS 44.*2.025. 

■ •J AS 44.83.195(c). and AS 46.03.020(12) and 46.03.025 are repealed.

* See. 93. Notwithstanding AS 37.10.050(a). as amended by sec. 1, ch.

138, SLA 1986, a fee charged by an agency under a regulation that was

adopted before July 1, 1987, under authority of a statute chat docs not 

expressly authorize a charge for a service, la valid if it would have been 

3 J* valid before the 1986 amendment of AS 37.10.050(a). The regulation and fee

l4|| remain In effect, and the agency may cliaigv for the service, until the

,5r regulation la repealed or amended by the agency. To amend Che regulation

le'j to change the fee, the agency shall meet the standard of AS 37.10.050(a) aa 

1,(1 amended by sec. 2 of this Act.
9

'•'j • Sec. 9*. Notwithstanding AS 37.10.050(a), as amended by sec. 2 of

19 
JO 

21
72

73

I
9

10
II
17

this Act, a fee charged under a regulation thar was adopted before the

effective date of this Act thac establishes a fee or other charge that

exceeds Che estimated actual cost to a state agency in administering the

a c d v t c y  or providing the service for which the fee nr charge is imposed is

valid if It would have been valid before the effective date of this Act. •|
,4|j The regulation and fee or charge remain In effect, and the agency may 

**rj collect the fee or charge for the activity or service, until (1) thr. regu- 

lation Is repealed or amended, or (2) two years after the effective date of 

J7lj this Act, whichever Is snoner. If chc regulation Is amended to change the 

fee or charge, AS 37.10.050(a), as amended by sec. 7 of this Act, applies

J to the fee or charge.

i SCS CSHB 8 5 ( R 1 0  an 5 -)G- HB0083f
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6.7 O ther Plans of O peration. N othing in Section 6.2 hereof shall be deem ed to prohibit Owners 
from partic ipating  in any plan of operation required, approved, or perm itted  by any governmental 
authority  having jurisdiction in accordance with any valid and applicable order, rule, regulation 
a n d /o r law , and  w hich is not inconsistent with any other provision hereof or the  TAPS Agreement.

SECTION 7 
O p e r a t i n g  P r o c e d u r e s

7.1 Quality an d Intermixing of Petroleum.

(a )  Only Petroleum  will be  accepted  for transportation in the System. All Petroleum  transported 
through the  System will be interm ixed with other Petroleum shipm ents and shall be subject to such 
changes in  gravity, quality  and o ther characteristics as may result from  such intermixing. No person 
shall be entitled  to  receive the identical Petroleum delivered into the  System. Delivery shall be out 
of the  com m ingled stream  or com mon stock. In order to insure th a t no sh ipper will be materially 
dam aged o r benefited by changes in gravity, quality or other characteristics d ue  to intermixing in the 
System, each  O w ner w ill require shippers tendering it Petroleum  for transportation in its undivided 
interest in  the  System to participate in just and nondiscrim inatory adjustm ents among all shippers 
in the  System for changes in gravity, quality and certain o ther characteristics w hich materially affect 
the value of Petroleum  transported in the  System. The Owners by agreem ent will establish, or cause 
to be  established, a  system for such adjustm ents (herein referred to as Quality Bank).

(b )  P etro leum  will not be accepted for transportation in  the  System unless ( i)  it is suitable 
for refining or use as a  fuel and contains no m ore than one-half of 1 %  (0.5%) by volume of basic 
sedim ent an d  w ater [w ith the w ater being limited to two-tenths of 1 %  (0 .2% )], (ii) its tem perature 
does not exceed 140°F, (iii) its hydrogen sulfide (H 2S) content in solution does not exceed 50 parts 
per m illion by w eight, and  (iv) it will not result in the calculated com bined stream  of Petroleum in 
the System under the  custody of each Owner a t any given entry  po in t in th e  System at any given 
tim e exceeding ten  (10) parts p e r million hydrogen sulfide (H 2S) content in  solution by weight, 
or the  vapor pressure of such com bined stream exceeding the  g reater of atm ospheric pressure or
14.7 psia  a t  receip t tem perature. In  calculating the above specified characteristics of the combined 
stream  of Petroleum  a t any given entry point in the System u nder the  custody of each Owner only 
Petroleum  delivered into the System by that Owner at the po in t and  all points upstream  shall be 
considered. In  no event w ill Petroleum  be accepted for transportation in the System unless its gravity, 
viscosity, p o u r poin t, vapor pressure and  other characteristics are  such tha t i t  is readily susceptible 
to safe and  efficient transportation through the System and will n o t m aterially affect the  characteristics 
of o ther Petroleum  shipm ents for which adjustm ents are not or w ill not be  available through the 
Quality Bank.

(c ) Before any  Petroleum  will be accepted for transportation through the System which is 
from any p roducing  reservoir or processing p lan t from which Petroleum  has not previously been 
accepted for transportation, the O w ner to whom such Petroleum  is tendered shall give the Operator 
and all o ther O w ners w ritten notice thereof at least thirty (30) days prior to its actual acceptance. 
Such notice shall include a suitable assay of the tendered Petroleum  and O perator’s advice as to
the ability o f the System to handle and transport such Petroleum  safely and  efficiently. During
such th irty  (30) day  period  each O w ner shall advise O perator of any objections to the acceptance 
of such Petroleum  solely on the basis of anticipated dam age to the System or dam age to the com­
m ingled stream  of a  kind for which just and reasonable com pensation cannot be obtained through
the Q uality Bank. If  any Owner so objects, the m atter shall be  referred to the Owners through
the Ow ners C om m ittee for resolution.

7.2 M easurem ents of Receipts and Deliveries of Petroleum . O perator shall ascertain and record 
the quan tity  and  quality  of Petroleum  received into and delivered o u t of the  System as follows:

10



(a )  Quantity Measurements.

( i )  Meters. Custody transfer measurement o f all receipts into and deliveries out o f the 

System  shall be b y  meters except in instances where meters m ay not be operable or 

otherwise available in wh ich  case an alternate m ethod provided for in the O il  Measurements 

M anua l shall be used.

( i i)  Calibration of Meters. Operator shall calibrate or cause to be calibrates, in 

accordance w ith  the O il  Measurements Manual, all tanks, meters, and m eter proveis to 

be used in the operation o f the System, and at the reasonable request o f any Owner, 

O perator w ill confirm the accuracy o f existing meter prover base volumes and tank tables 

used in  connection w ith  the System.

(b )  Quality and Characteristic Anab'sis. Basic sediment and water (B S & W ), temperature, 

gravity, and other Petroleum  qua lity  tests shall be m ade by Operator in accordance w ith  the 

O il  Measurements Manual.

(c )  Reporting to Owners. Operator shall report to each O w ner for all Petroleum  received 

into and  delivered out o f the System  for the account o f such O w ner on the basis o f standards 

set forth  in  the O il Measurements Manual.

7.3 Petroleum  Losses and Gains. A l l  losses and gains of Petroleum from or in the System  shall 

be allocated b y  Operator among the O w ners as hereinafter set forth:

(a ) T h e  total amount o f any loss o f Petroleum in the Pipeline exceeding 4,000 Barrels 

occasioned b y  or resulting from  any single identifiable event shall be allocated am ong all Owners 

based on their Percentage of Ow nersh ip  in the Pipeline at the time the loss occurs.

(b )  T h e  total am ount o f any loss o f Petroleum in Term inal Tankage exceeding 4,000 Barrels 

occasioned b y  or resulting from any single identifiable event shall be allocated among all 

Owners in the proportion that the Petroleum in the custody of each O w ner in Term ina l Tankage 

at the beginning of the D a y  on w h ich  the loss occurs bears to total Petroleum held  in Term inal 

Tankage at the beginning of that D a y .

(c ) A l l  gains and all other losses o f Petroleum in the System or extractions from Petroleum 

in topping plants shall be allocated am ong all Owners in the proportion that the total 100 Barrel- 

M ile  Deliveries for each O w ner ’s account bears to the total of all 100 Barrel-M ile  Deliveries. 

Operator shall make such allocations monthly, bu t the cumulative net amount of such gains, 

losses or extractions shall be adjusted m onthly on a Ca)endar-Year-to -Date basis w ith in  a Calendar 

Year.

7.4 Scheduling and Use o f the System . Each  O w n er ’s right to transport Petroleum through the 

System  shall be in accordance w ith  its Percentage o f Ownership in the Pipeline. N o  O w n e r  m ay 

receive into or transport through the System  a Vo lum e o f Petroleum in excess o f its A c tua l D a ily  

P ipeline Capacity. N o  O w n er  m ay de liver out of the System  a Vo lum e of Petroleum in  excess o f the 

amount o f Petroleum held in that O w n e r ’s W orking Inventory and O w ner’s Base Inventory. Each  

O w ner shall first deliver out of the System  Petroleum held in its Ow ner’s W ork ing In ven tory  and m ay 

thereafter d e liver Petroleum held in its O w n e r ’s Base Inventory provided:

( i)  the lifting was included in the L iftin g  Schedule, or w ill not adversely affect the scheduled 

lifting o f any other O w ner.

( ii)  the lifting w ill  not impair the m inimum required inventory operating levels as determ ined ' 

b y  Operator.

( iii)  tire lifting O w n er ’s Base In ven tory  at tire commencement of each such lifting  is equal 

to the Vo lum e of Base Inventory such O w ner is obligated to provide under Section 7.6 hereof.



The th ro ugh pu t capacity of the System will vary from tim e to tim e because of variations in the gravity, 
viscosity and  o ther characteristics of the Petroleum  hand led , deviations from full operability  a t design 
rates of a ll System facilities including but not lim ited to equ ipm ent failure, unp lanned  shutdown and 
other fac to rs which may cause the actual throughput cap ac ity  of the System to deviate from design 
capacity. In  o rder to insure tha t each Owner has the oppo rtun ity  to schedule and use its Actual Daily 
Pipeline C apacity , Owners agree tha t the scheduling and  use of the System shall be in accordance with 
the follow ing provisions:

( a )  Scheduling and Use of the Pipeline. By no tice  no la te r  than two (2 )  Weeks prior to 
the W eek  of the  anticipated D ate of Commissioning a n d  W eekly after such first notice, O perator 
w ill advise  each O w ner of the  Estimated D aily P ipeline C apacity  for each O w ner for the six-Week 
p e rio d  commencing two W eeks after the date  of such notice. By notice no later th a n  one (1) W eek 
p rio r to  the com m encem ent of such six-Week period a n d  W eekly after such first notice, each Ow ner 
w ill advise O perator of its throughput schedule for th e  six-W eek period, com mencing one W eek 
a fte r  th e  date  of such notice. Any Owner may at any  tim e  revise its schedule provided that no 
O w n er shall schedule or deliver into the System m ore Petroleum  than can be transported in such 
O w n er’s Estim ated D aily Pipeline Capacity. Any O w n er’s failure for any reason to use fully its 
E stim a ted  D aily Pipeline Capacity shall no t thereafte r en title  it  to schedule o r use capacity in 
excess of its Estim ated D aily Pipeline Capacity.

( b )  Scheduling and Use of Terminal.

(i) Scheduling of Liftings and Vessels. By notice no later than  one (1 ) W eek prio r 
to  the W eek th a t any Ow ner expects to com m ence lifting Petroleum  a t the  Term inal and  
W eekly after such first notice, each Ow ner w ill advise O perator of the  schedule of Vessels 
i t  expects to call a t the  Terminal during the six-W eek period  com mencing one (1 ) W eek 
a fte r  such notice specifying for each Vessel sch ed u led  during the first W eek of such six- 
W eek  schedule and  to the extent possible for th e  last five Weeks, the  Volume to be lifted, 
nam e, size, place of registry, Scheduled Arrival D ay, and such  other inform ation as required 
b y  the  Port Inform ation Manual. All Vessels scheduled  by  each O w ner m ust be able to 
com ply, and  the party  responsible for its operation shall comply, w ith the Port Inform ation 
M anual.

(ii)  Preparation of Lifting Schedule. W ith in  tw enty-four (24) hours from the tim e 
O w ners are  required to provide the above Vessel and  lifting schedule inform ation, O perator 
shall prepare and subm it to each Ow ner a prelim inary  com posite schedule of such inform ation 
toge ther w ifh  projected daily W orking Inventory for th e  applicable six-W eek period. If there  
a re  m ore proposed liftings on any Day during th e  first W eek of such six-W eek period than  
can  be accom m odated by the Term inal and such  conflicts cannot be resolved voluntarily 
betw een  the conflicting Owners, O perator shall resolve such conflicts by giving priority to 
Vessels whose Scheduled Arrival Day has been inc lud ed  in the  Lifting Schedule the longest. 
I f  after applying the  above rule there a re  still m ore such  proposed liftings on any Day than  
c an  be accom m odated, O perator will resolve rem aining conflicts based on the following rules:

A. when W orking Inventory is projected by  O perator to exceed seventy-five percent 
(75% ) of W orking Capacity on the Day of such  conflicts, Operator w ill give priority  to 
Vessels scheduling the largest lifting,

B. when W orking Inventory is projected O pera tor to be below tw enty percent (20% ) 
of W orking C apacity  on the Day of such conflicts, O perator w ill give priority to the  
Vessels scheduled by the Owner with the highest Volume of W orking Inventory,

C. when W orking Inventory is projected by O perator to be betw een twenty percent 
(20% ) and seventy-five percent (75% ) inclusive of W orking Capacity on the Day of 
such conflicts, O perator will give priority to Vessels scheduled by the O w ner with the  
highest percent of Owner’s W orking C apacity utilization.



A fter resolution of all conflicts in accordance w ith the above rules, the Lifting Schedule then 
established shall be issued to each Owner.

(iii) Revision of Lifting Schedule. Any changes may be m ade to the Lifting Schedule 
established in 7 .4 (b )(ii) by any Ow ner upon written notice to O perator a t least seven (7 )  
days in advance of a scheduled lifting sub ject to the scheduling priority rules provided for in 
Section 7 .4 (b )(ii) . Changes w ith less than  such seven (7) days notice may be m ade only 
in  accordance with the following rules.

A. Vessel substitutions may be  m ade at any time b y  notice to the O perator p ro ­
vided such substitution will not adversely affect any other O w ner’s scheduled liftings and 
the substituted Vessel complies w ith  the Port Inform ation M anual.

B. Any other changes and revisions may be m ade a t any tim e provided,
1. the requested change or revision will no t affect a lifting scheduled by  any 

other Owner unless such other O w ner’s prior w ritten  consent is obtained, and
2. the requested change or revision will not, based on the Lifting Schedule, 

result in a projected W orking Inventory in excess of seventy-five percent (75% ) of 
W orking Capacity w ithin the next seven (7) Days or aggravate a W orking Capacity 
condition which is already above such inventory level.

(iv ) Notice of Revised Lifting Schedule. When a revision or change is m ade to tire 
L ifting Schedule in accordance with 7 .4 (b )( ii i)  above, the  O perator w ill prom ptly notify all 
the Owners of the revised Lifting Schedule and  the effective date  of the  revision.

(c )  Failure to Comply with Lifting Schedule.

( i)  If  a Vessel has not established an Actual Arrival Time w ithin one (1 ) Day a fte r such 
Vessel’s Scheduled Arrival Day, the O w ner scheduling such Vessel shah be  charged (b y  
way of a debit to its Operating Expense account) a penalty of five cents (50) per Barrel 
on ninety percent (90%) of the Volume scheduled to be lifted by such Vessel for each  D ay 
after the expiration of the time provided for above, when, at the  beginning of that Day;

A. W orking Inventory exceeds seventy-five percent (75% ) of W orking Capacity.
and

B. such scheduled Vessel, a substitu te  Vessel or any other scheduled Vessel nom i­
nated  to lift the scheduled Volume has not established an Actual Arrival Time.

(ii) If a vessel which has established an Actual Arrival Tim e does not lift at least ninety 
percen t (90% ) of the Volume scheduled to be lifted by such Vessel, the Ow ner scheduling 
such Vessel shall be charged (by way of a  debit to its O perating Expense account) a penalty  
of five cents (50) on each Barrel less than  ninety percent (90% ) of the  Volume scheduled to 
be lifted by such Vessel which rem ains unlifted  at the beginning of each  Day after the  D ay 
the Vessel completes its lifting, when, at the  beginning of such Day;

A. W orking Inventory exceeds seventy-five percent (75% ) of W orking Capacity,
and

B. a substitute Vessel or any scheduled Vessel nom inated to lift the unlifted Volume
has not established an Actual Arrival Time.

(iii)  Any penalty charged to an O w ner under ( i)  or (ii) above shall be allocated to the  
o ther Owners (by way of a credit to their O perating Expense accounts) in the proportion tha t 
each such other Owner's W orking C apacity not being used by each such Ow ner at the  begin­
ning of the Day the penalty is applied bears to the total W orking C apacity not being  used 
by all such Owners at the beginning of th a t Day.

(iv) Any delays in establishing an Actual Arrival Time due to:
A. any act or omission of O perator, or
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B. any local event or condition o f general application not w ith in  the control o f 

Operator, the O w n er  scheduling such Vessel or any other person responsible for the 

operation or control o f such Vessel

w h ich  act, event or condition does or w ou ld  prevent all Vessels from establishing an Actual 

A rr iva l T im e  shall be subtracted from a Vessel’s Ac tua l Arrival T im e  in determ ining the 

time a  Vessel w ou ld  have but for such de lay  established an Actual Arrival T im e  under (i)  or

( ii)  above.

( v )  In  addition, the penalty for failure to lift n inety percent (90% ) of scheduled Volum e 

provided  for in ( ii)  above shall not be app lied  when such failure is due to

A . any act or omission of Operator, or

B. any local even t or condition of general application (except mechanical equip­

m en t m alfunction on the Vessel) not w ith  the control o f Operator, the O w n er  scheduling 

the Vessel or any other person responsible for the operation or control o f such Vessel

wh ich  act, event or condition prevents that Vessel from lifting  ninety percent (90% ) of the 

Vessel’s scheduled lifting.

(d )  Docks.

( i )  Assignment of Dock Space. Vessels shall be assigned dock space b y  Operator in 

the order o f A c tua l Arriva l Tim e. Provided, however, that Vessels establishing an Actual 

A rriva l T im e  more than one D ay prior to their Scheduled A rriva l D a y  shall be assigned dock 

space b y  Operator earlier than one D a y  prior to their Scheduled A rriva l D a y  only if such 

earlier assignment w ill not interfere w ith  the docking o f Vessels establishing an Actual 

Arriva l T im e  on or one D a y  prior to their Scheduled A rriva l Day. Each  Vessel shall dock 

when and as instructed b y  Operator. I f  any Vessel is unable to dock w hen  instructed, 

Operator shall dock the next Vessels w a iting  to be docked based on the order o f dock assign­

ment until the Vessel that was unable to dock is able to dock.

( i i )  Lifting Time. A fte r  a Vessel has been docked, i t  shall be a llowed tw en ty -fou r (24) 

hours from  the tim e that Operator gives notice of readiness to commence either loading or 

deballasting w ith in  wh ich  to complete its lifting  and to release its last line from  a mooring 

point a t the dock. I f  any Vessel fails to release its last mooring line before a specified 

departure tim e contained in a notice from  Operator (w h ich  specified departure time shall 

not be earlier than the end of such tw en ty -four (24) hour period, nor earlier than four (4) 

hours after Operator transmits such notice to the Vessel), the O w ner scheduling such Vessel 

shall thereafter pay a penalty of T w o  Thousand Dollars ($2,000) for each hour or part 

thereof such Vessel remains at the dock, w h ile  such dock is required to load another Vessel 

which has established an Actua l Arriva l T im e . T h e  Operating Expense account o f the Ow ner 

incurring the penalty shall be deb ited  w ith  the full amount o f any such pena lty  and the 

Operating Expense accounts of all other O w ners shall be credited w ith  a pro rata share of 

such p en a lty  prorated on the basis o f the Percentages of Ownership o f the P ipeline o f such 

other Ow ners.

A n y  de la y  due  to:

A .  any act or omission of Operator, or

B. a local event or condition o f general application (except mechanical equipment, 

m alfunction on the Vessel) not w ith in  the control o f Operator, the O w n er  scheduling 

the Vessel or an y  other person responsible for the operation or control o f such Vessel

which act, even t or condition prevents the Vessel from vacating the docks shall be added to 

the time until a Vessel is required to vacate the deck.



(e ) Working Capacity. I f , at the beginning of any Day, W ork ing  Inventory equals or 

exceeds seven ty-five percent (75% ) of W ork ing  Capacity and any O w ner’s W ork ing  Inventory is 

in excess o f such O w ner ’s W ork in g  Capac ity , such O w ner shall be charged a pena lty  o f T w e n ty  

Cents (200) per D a y  per Barrel for each Barrel in such Ow ner’s W ork ing  Inventory in excess 

of such O w ner 's  W ork ing  Capacity. T h e  Operating Expense account o f the O w n er  incurring 

the penalty shall be deb ited  w ith  the fu ll amount of any such penalty and the O perating  Expense 

accounts of the other Ow ners shall be credited w ith  an amount determ ined by  m u ltip ly ing  the 

total amount o f the penalty fo r  any D a y  by a percentage determ ined for each O w n er  b y  d iv id ing  

the amount o f that O w n er ’s W ork ing  C apac ity  at the beginning of that D a y  not being used b y  

i t  by the aggregate of all O w n e r ’s W ork ing  Capacity  a t the beginning of that D a y  not being  used 

b y  its Owner. In  calculating the penalty under this Section 7.4(e), the number o f excess Barrels 

at the beginning of any D a y  shall be reduced by

(i)  the number o f Barrels scheduled to be lifted  b y  a Vessel w h ich  has established an 

Actual Arriva l T im e  at th e  beginning o f any D a y  the penalty is applied bu t is unable to 

dock because the passage through Prince W illiam  Sound or Va ldez A n n  is closed to shipping 

due to an event or condition not w ith in  the control o f the O w ner incurring the penalty, 

and

(ii)  the number o f Barrels scheduled to be lifted b y  a Vessel w h ich  has docked but is 

unable to lift at the beginning of any D a y  due to any act or omission o f Operator or due to 

any local even t or condition of general application not w ith in the control o f Operator, the 

O w ner scheduling such Vessel or any person responsible for the operation or control of 

such Vessel which does or wou ld  prevent all Vessels from  loading.

7.5 Manuals. Owners w ill arrange for the preparation of all manuals referred to in this Oper­

ating Agreement and such other manuals as are required for the safe and efficient operation of the 

System, or the administration o f this Operating Agreem ent or which are required by  any applicable 

law , regulation or agreement. A n y  such manuals or changes thereto shall be approved b y  the Owners 

through the Ow ners Com m ittee. I f  there are any conflicts between the provisions o f such manuals 

and the terms o f this Operating Agreem ent, this Operating Agreem ent shall control.

7.6 Base Inventory. Each  O w n er  shall provide or cause to be provided a Vo lum e o f Petroleum 

for Pipeline Base Inven tory as required to begin and maintain the operation of the System  equivalent 

to its Percentage of Ownership in the Pipeline m ultip lied b y  the total Vo lum e o f Petroleum required 

for Pipeline Base Inventory. E a ch  O w ner shall also provide or cause to be provided  a Vo lum e of 

Petroleum for Term inal Tankage Base Inven tory as required to begin and maintain the operation of 

the System equ iva len t to its Percentage o f Ownership in  the Term inal Tankage m ultip lied  b y  the 

total Volum e o f Petroleum required for Term ina l Tankage Base Inventory. Operator shall give 

written  notice to each O w ner specifying the time or times after such notice that each O w n er  w ill be 

required to provide its share o f Base Inven tory required to commence operations. Subject to  the 

lifting  o f Base Inven tory as p rovided  in Section 7.4 each O w ner shall provide Base Inven tory required 

to maintain its share when and as requested b y  Operator. I f  any Owner fails to provide its share of 

Base Inventory w hen  and as requested b y  Operator, Operator m ay acquire the same and charge the

cost thereof to the account of such Ow ner. „

7.7 Transfers o f Petroleum W ith in  the System. Excep t as m ay result from a sale, transfer or 

assignment of an Owners interest in the System covered in Section 13 hereof, no O w ner shall transfer 

its custodial responsibility for Petroleum w ith in  the System. Operator shall on ly account for transfers 

o f Petroleum as a ticket transaction at receipt and delivery points.

7.S Connections to the P ipeline. A ll connections m ade to the Pipeline shall be ow ned b y  the 

Owners in accordance w ith  their Pciccntages of Ownership in the Pipeline. Connections shall be 

made to the Pipeline in accordance w ith  all applicable laws and regulations and in accordance w ith  

standards and procedures w h ich  m ay be adopted by the Owners through the Owners Comm ittee 

from time to tim e for the safe and efficient operation of the Pipeline.

15
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FIRST AME N D M E N T  
TO

AGREEMENT F O R  THE 
OPERATION A N D  MAINTENANCE OF 

THE TRANS ALASKA PIPELINE SYSTEM

THIS FIRST AMENDMENT to the Agreement for the Operation and 
Maintenance of the Trans Alaska Pipeline System, entered into 
as of September 1, 1978 by and among Amerada Hess Pipeline 
Corporation, a Delaware corporation, ARCO Pipe Line Company, 
a Delaware corporation, BP Pipelines I n c . , a Delaware corporation, 
Exxon Pipeline Company, a Delaware corporation, Mobil Alaska 
Pipeline Corporation, a Delaware corporation, Phillips Alaska 
Pipeline Corporation, a Delaware corporation, Sohio Pipe Line 
Company, a Delaware corporation, and Union Alaska Pipeline 
Company, a California cjrporation, h e r e i n  called ’’Owners":

lf l T N E S S E T H  :

WHEREAS Owners or their predecessors in interest in the 
Trans Alaska Pipeline System entered into that certain agreement 
entitled "Agreement for the Operation and Maintenance of the 
Trans Alaska Pipeline System" as of May 20, 1977, which said 
agreement governs the operation and maintenance of the Trans 
Alaska Pipeline System and the employment of an operator to 
perform on behalf of Owners certain services related to operating 
and maintaining the said System, and

WHEREAS Owners now desire to amend the said Agreement as 
p r o vided hereinbelow:

N O W  THEREFORE, in consideration of the mutual covenants 
herein contained and other good and valuable consideration,
Owners hereby agree and covenant as follows:

1. Subparagraph (ii) of Paragraph (b) of Section 7.1 
of the said Agreement for Operation and Maintenance 
o f  the Trans Alaska Pipeline System be and is 
hereby amended to read "(ii) its temperature does 
not exceed 142° F,".

2. In all other respects, the said Agreement for 
Operation and Maintenance of the Trans Alaska 
Pipeline System shall remain in full force and 
effect.

3. This First Amendment to the Agreement for Operation 
and Maintenance of the Trans Alaska Pipeline System 
m a y  be executed in counterparts, each of which shall



S E C O N D  A M E N D M E N T  
T O  ’

AG R E E M E N T  F O R  T H E  
O P E R A T I O N  A N D  M A I N T E N A N C E  OF 

T H E  TRANS A L A S K A  P I P E L I N E  S Y S T E M

THIS S E C O N D  A M E N D M E N T  to the A g r e ement for the O p e r a t i o n  a n d  .. ..
M a i n t e n a n c e  o f  the Trans  A l a s k a  P i p e l i n e  Sys tem, e n t e r e d  into as o f  
J a n u a r y  2, 1979 b y  a n d  among A m e r a d a  H e s s  P i p e l i n e  C o r p o r a t i o n ,  a  
D e l a w a r e - c o r p o r a t i o n ,  A R C O  P i p e - L i n e  Compa n y ,  a  D e l a w a r e  c o r p o r a t i o n ,  
B P  P i p e l i n e s  Inc., a D e l a w a r e  corporation, E x x o n  P i p e l i n e  C ompa n y ,  a  
D e l a w a r e  corp or a t i o n ,  M o b i l  A l a s k a  P i p e l i n e  Company, a D e l a w a r e  
c o r p o r a t i o n , ^ P h i l l i p s  A l a s k a P i p e l i n e  C o r p o r a t i o n ,  a . D e l a w a r e  
corpor a t i o n ,  S o h i o  P i p e  L i n e  Company, a D e l a w a r e  c o r pora tion, a n d  
U n i o n  A l a s k a  P i p e l i n e  Company, a C a l i f o r n i a  c o r p o r a t i o n ,  h e r e i n  c a l l e d  
" O w n e r s " : .

-• .................. W I T N E S S E T H : . . .

_ •• -.WHEREAS 'Owners o r  their p r e d e c e s s o r s  i n . I n t e r e s t  in the T r a n s  
A l a s k a  P i p e l i n e - S y s t e m  e n t e r e d  into that c e r t a i n  a g r e e m e n t - e n t i t l e d  
" A g r e e m e n t  f o r  the O p e r a t i o n  and M a i n t e n a n c e  of the T rans A l a s k a  1-. 
P i p e l i n e  S y s t e m "  as o f  M a y  20, 1977, w h i c h  said a g r e e m e n t ' g o v e r n s  
the o p e r a t i o n  a n d  m a i n t e n a n c e  of the T r a n s  A l a s k a  P i p e l i n e  S y s t e m  a n d  
the employment..of an o p e r a t o r  t o - p e r f o r m  on b e h a l f  of. Owners c e r t a i n  
services r e l a t e d  to o p e r a t i n g  and m a i n t a i n i n g  the s a i d  System, a n d

W H E R E A S  sai d A g r e e m e n t  w a s  h e r e t o f o r e  a m e n d e d  b y  the p r o v i s i o n s  
of  the F i r s t  A m e n d m e n t  t h e r e t o  entered into b y  O wners as of A u g u s t  1, 
1978, a n d

;  W H E R E A S  Owners n o w  d esire to a m e n d  f u r t h e r  the sa id A g r e e m e n t  as
p r o v i d e d  h e r e i n b e l o w ;  ..... _• . -. ; . •_ -

' * * * • • * ■ V.

N O W  T H E R E F O R E ,  i n  c o n s i d e r a t i o n  o f  the m u t u a l  c o v e n ants h e r e i n  
c o n t a i n e d  a n d  o t h e r  g o o d ‘and v a l u a b l e  c o n s i d e r a t i o n ,  O wners h e r e b y  
a g r e e  a n d  c o v e n a n t  as follows:

1, S u b p a r a g r a p h  (ii) o f  P a r a g r a p h  (b) of S e c t i o n  7.1 o f  
t h e  s a i d  A g r e e m e n t  for O p e r a t i o n  a n d  M a i n t e n a n c e  of 
t h e  Trans A l a s k a  P i p e l i n e  S y s t e m  b e  a n d  is h e r e b y  
a m e n d e d  to read:

(ii) its t emperatur e does n o t  e x c e e d  142° F, 
p r o v i d e d  that p e t r o l e u m  m a y  be a c c e p t e d  for 
t r a n s p o r t a t i o n  at any p o i n t  in the S y s t e m  at 
a t e m p e r a t u r e  in excess o f  142° F but o n l y  
u n d e r  s u c h  circumst ances and d u r i n g  such times 
as O p e r a t o r  h e r e u n d e r  d etermine s, w i t h  a p p r o v a l  
of  the O w n e r s  acting through the Owners C o m m i t t e e  
u n d e r  S e c t i o n  4.2 hereof, w i l l  n o t  result in 
v i o l a t i o n  o f  any design o r  o p e r a t i n g  r e q u i r e m e n t  
for the S y s t e m  at any p o i n t  in the S y s t e m  or 
r e s u l t  in inequities or d i s c r i m i n a t i o n  as b e t w e e n  
O w ner s o r  shippers,

0, _ - n —



FIFTH AMENDMENT 
TO

AGREEMENT FOR THE 
OPERATION AND MAINTENANCE OF 

THE TRANS ALASKA PIPELINE SYSTEM

THIS FIFTH AMENDMENT bo the Agreement for the Operation and 
Maintenance of the Trans Alaska Pipeline System, entered into as 
of the 15th day of April, 1982, by and among Amerada Hess Pipeline 
Corporation, a Delaware corporation, ARCO Pipe Line Company, a 
Delaware corporation, BP Pipelines Inc., a Delaware corporation, 
Exxon Pipeline Company, a Delaware corporation, Mobil Alaska 
Pipeline Company, a Delaware corporation, Phillips Alaska Pipeline 
Corporation, a Delaware corporation, Sohio Pipe Line Company, a 
Delaware corporation, and Union Alaska Pipeline Company, a 
California corporation, herein called "Owners";

WITNESSETH:

WHEREAS Owners or their predecessors in interest in the • 
Trans Alaska Pipeline System entered into that certain agreement 
entitled "Agreement for the Operation and Maintenance of the 
Trans Alaska Pipeline System" as of May 20, 1977, (which said 
agreement, as amended, is herein called "Agreement") which 
governs the operation and maintenance of the Trans Alaska 
Pipeline System and the employment of an operator to perform on 
behalf of Owners certain services related to operating and 
maintaining the said System, and

~ WHEREAS s'di’d- A'greement~was“heretofore-amended—by— the---------
provisions of the First, Second, Third and Fourth Amendments 
thereto entered into among the Owners as of September 1, 1978, 
January 2, 1979, July 1, 1Q80 and September 1, 1980, 
respectively, and

WHEREAS Owners now desire to amend further the said 
Agreement as provided herein below;

NOW, THEREFORE, in consideration of the mutual covenants 
herein contained and other good and valuable consideration, 
Owners hereby agree and covenant that the Agreement shall be and 
hereby is amended as follows:

A new Subsection 7.9 shall be added to Section 7 to read:

7.9 Operation of Standby Pumping Un i t s . Standby pumping 
units may be operated from time to time in the discretion of the 
Operator. In the event Owners, or any of them, construct 
facilities qualifying as an Expansion or Substage, as those
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Fifth Amendment to 
Agreement for the Operation 
and Maintenance of the 
Trans Alaska Pipeline System 
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terms are used in the TAPS Agreement, and if the use of standby 
pumps as hereinabove authorized without the use of a drag 
reducing agent adds an increment of Design Capacity to that 
achieved by the defined Expansion facilities, the Design Capacity 
of the System shall include such increment attained by operating 
standby pumps.

IN TESTIMONY W H E R E O F f this Fifth Amendment to the Agreement 
for the Operation and Maintenance of the Trans Alaska Pipeline 
System is executed by Owners in counterparts, each of which 
shall be considered an original, effective as of the day and 
date first appearing above. ^

AMERADA HESS PIPELINE 
CORPORATION

MOBIL ALASKA PIPELINE COMPANY

* By. By.

ARCO PIPE LINE COMPANY PHILLIPS ALASKA PIPELINE 
CORPORATION

-SyEE

BP PIPELINES INC.

By.

SOHIO PIPE LINE COMPANY

Ct®

AK

EXXON PIPELINE COMPANY

!  By v / L .

UNION ALASKA PIPELINE COMPANY 

By__________________________



WHEREAS said Agreement was heretofore amended by the 

provisions of the First, Second, Third, Fourth, Fifth, Sixth 

and Seventh Amendments thereto entered into among the Owners 

as of September 1, 1978, January 2, 1979, July 1, 1980,

September 1, 1980, April 15, 1982, September 18, 1982 and 

August 1, 1983, respectively, and

WHEREAS Owners now desire to amend further the said 

Agreement as provided herein below;

NOW, THEREFORE, in consideration of the mutual covenants 

herein contained and other good and valuable consideration,

Owners hereby agree and covenant that the Agreement shall be and 

hereby is amended as follows:

1. The first sentence of Paragraph (b) of Subsection 7.1 is

hereby amended to read:

(b) Petroleum will not be accepted for transportation in 

the System unless (i) it is suitable for refining or use as a 

fuel and contains no more than thirty-five one hundreths of 1% 

(0.35%) by volume of basic sediment and water, (ii) its temperature 

does not exceed 142° F, provided that petroleum may be accepted 

for transportation at any point in the System at a temperature 

in excess of 142° F but only under such circumstances and during 

such times as Operator hereunder determines, with approval of the



Owners acting through the Owners Committee under Section 4.2 

hereof, will not result in violation of any design or operating 

requirement for the System at any point in the System or result 

in inequities or discrimination as between Owners or shippers,

(iii) its hydrogen sulfide (H2S) content in solution does not 

exceed 50 parts per million by weight, and (iv) it will not 

result in the calculated combined stream of Petroleum in the 

System under the custody of each Owner at any given entry point 

in the System at any given time exceeding ten (10) parts per 

million hydrogen sulfide (H^S) content in solution by weight 

or the vapor pressure of such combined stream exceeding the 

greater of atmospheric pressure or 14.7 psia at receipt 

t e m p e r a t u r e .

IN TESTIMONY WHEREOF, this Eighth Amendment to the 

Agreement for the Operation and Maintenance of the Trans 

Alaska Pipeline System is executed by Owners in counterparts, 

each of which shall be considered an original, effective as 

of the day and date first appearing above.

AMERADA HESS PIPELINE 
CORPORATION

MOBIL

By
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BEFORE THE STATE OF ALASKA 
DEPARTMENT OF ENVIRONMENTAL CONSERVATION

STATE OF ALASKA, DEPARTMENT OF 
ENVIRONMENTAL CONSERVATION,

C o m p l a i n a n t ,

v s .

ALYESKA PIPELINE SERVICE COMPANY, 

R e s p o n d e n t .

COMPLIANCE ORDER BY 
CONSENT AND AGREEMENT 
SETTLING LIABILITY

This Compliance Order By Consent and Agreement 

Settling Liability is entered into by and between the Alaska 

Department of Environmental Conservation ("ADEC") and Alyeska 

Pipeline Service Company ("Alyeska") to settle all currently 

pending air quality disputes relating to permits for the 

construction, modification, operations, or any physical or 

operational changes to the trans-Alaska pipeline system ("TAPS"), 

including its pump stations and the Valdez Marine Terminal.

A l l egations.

1. By letter to Alyeska's President James B.

Hermiller dated June 18, 1990 (copy attached hereto as Exhibit A) 

ADEC has alleged that Alyeska has illegally failed to obtain 

prevention of significant deterioration ("PSD") and state 

emission permits pursuant to 18 Alaska Administrative Code 

("AAC") 50.300 - .400 for changes made to TAPS since the time of 

its original construction. The United States Environmental 

Protection Agency ("EPA") in a Notice of Violation issued June 

19, 1990 has made similar allegations under the federal Clean Air
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Act. ~ A D E C 's allegations, if true, may subject Alyeska to civil 

and criminal liability under, inter alia, AS 46.03.760 and 

46.03.790. ADEC therefore alleges that the initiation of 

compliance order proceedings under AS 46.03.850 is justified.

2. Alyeska denies ADEC's allegations, and contends 

that it has obtained all required permits for its operations, has 

constructed and operated TAPS as originally permitted, and has 

not made any changes requiring PSD or state emission permits 

without obtaining such permits. Alyeska denies that compliance 

order proceedings are justified. However, Alyeska wishes to 

avoid the expense and uncertainty of litigation and further 

compliance order proceedings. Therefore, Alyeska voluntarily 

enters into this Compliance Order By Consent and Agreement 

Settling Liability ("Agreement") with ADEC.

16 I
P u r pose,

17
3. The purpose of this Compliance Order by Consent

18
i
; and Agreement Settling Liability is to resolve all pending claims

19 I

20 

21 

22

23

24

25

26

of ADEC with respect to the need for PSD or state permits for 

construction, modification, operation, or any physical or 

operational changes to TAPS from the time of its original 

permitting and construction through current operations, and to 

assure full compliance with all existing air quality permitting 

requirements.

C o v e n a n t  N o t  T o  S u e .

2
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4. ADEC agrees not to bring any action, civil or 

criminal, against Alyeska, its officers and directors, the TAPS 

owner companies, or their officers and directors, for any 

penalties or sanctions for failure to obtain PSD or state 

emission permits for any action or event from the construction of 

TAPS through the date of this Agreement. ADEC will not 

encourage, directly or indirectly, a n y  such action by EPA or 

others, but may take such action as is needed to fulfill its 

statutory responsibilities, such as by responding to public 

information inquiries or records requests under state law.

PSD Permit Application (s).

5. Not later than December 1, 1990 Alyeska will file

pursuant to 18 AAC 5 0 . 3 0 0 ( c ) (3) a best available control

technology analysis ("BACT") of tank venting, as BACT is defined 

in 18 AAC 50.900(9), for the volatile organic compound ("VOC") 

emissions vented from the 18 crude oil storage tanks located at 

the Valdez Marine Terminal. The analysis will include a proposed 

schedule for application of each proposal for BACT Alyeska makes. 

Thereafter,

(a.) in the event that ADEC agrees with Alyeska's.

BACT analysis, then Alyeska shall take such installation or other

action as might be required to apply the proposed BACT to tank 

venting in accordance with a schedule approved by ADEC; or

(b.) in the event ADEC disagrees with Alyeska's 

BACT analysis, it shall so notify Alyeska. If thereafter ADEC



and Alyeska cannot come to an agreement with respect to the 

appropriate BACT, ADEC will make its selection of BACT for tank 

venting provided that in no event will Alyeska be required to 

spend more in costs of control than $3,000.00 per ton of VOCs. 

Alyeska may appeal pursuant to 18 AAC 15.200 - .310 ADEC's 

selection of BACT only on the grounds the BACT chosen by ADEC is 

unsafe, mechanically impossible to apply, or exceeds costs of 

control of $3,000.00 per ton of VOCs. If Alyeska does not appeal 

it will take such installation or other action as might be 

required to apply ADEC's choice of BACT. If Alyeska does appeal, 

absent a stay granted pursuant to 18 AAC 15.210 or an injunction

granted by the Superior Court, it shall abide by ADEC's decision 1

i
selecting BACT and install or take such other action according toi 

the timetable set out in the decision pend i n g  completion of the 

appeal.

6. With respect to the three subjects enumerated in 

ADEC's letter of June 18, 1990, other than tank venting which is 

covered by paragraph 5 above, Alyeska may:

(a.) file PSD permit applications for any one or' 

a combination of the three subjects, or

(b.) continue to operate in accordance with the 

applicable "allowable emissions" limitations set out in paragraph 

7 below.

If Alyeska files a PSD permit application or 

applications under subparagraph (a) above but thereafter elects 

not to construct or to operate under the terms and conditions of



any final PSD permit issued [after any appeals that may be taken 

of ADEC's best available control technology ("BACT") 

determination under 18 AAC 50.400(c) are finally resolved], it 

may instead continue to operate in accordance with the applicable 

allowable emissions limitations set out in paragraph 7 below with 

respect to the subject matter of the application or applications. 

If a final PSD permit is issued and Alyeska elects under the 

preceding sentence not to operate under it, it shall so notify 

ADEC and ask that the PSD permit be rescinded.

Allowable Emissions.

7. The allowable emissions for the three subjects,

other than tank venting covered by paragraph 5 above, enumerated

in ADEC's June 18, 1990 letter are as follows:

(a.) The sulfur content o f  the liquid fuel used

to power the Avon gas generators at pump stations #6 - 10, and 

12, may be no higher than .17 percent.

(b.) The Avon gas generators at the pump stations 

may be operated under the maximum fuel consumption rates and 

subject to the limitations in the attached Exhibit B for liquid 

fuel-fired generators and the attached Exhibit C for gas fired 

generators.

(c.) Each of the waste g a s  incinerc;tors at the 

Valdez M a r i n e  Terminal may be operated at a maximum incineration 

rate of 184 million british thermal units ("MMBTU") per hour, or 

a maximum monthly average of 522 MMBTU per hour total for all

5
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three waste gas incinerators, and within design limits for 

minimum and maximum operation of any individual incinerator.

Emission Limitations Pending New PSD Permits.

8. For any source subject to a PSD application or 

applications filed under paragraph 6 above, Alyeska will comply 

with the allowable emissions limitations set out in paragraph 7 

while such PSD application or applications are pending ADEC's 

review and at all times in the future unless and until such 

limitations are altered by a PSD permit issued by ADEC pursuant 

to 18 AAC 50.300 - .400 or otherwise altered under the provisions 

of this paragraph 8. Alyeska may petition the ADEC's Director of 

the Division of Environmental Quality for permission to burn fuel 

in the Avon gas generators with a higher sulfur content than 

specified in subparagraph 7(a) above, or to operate such 

generators at greater fuel consumption rates than those specified 

in subparagraph 7 (b) above for such periods of time as may be 

determined by ADEC during PSD permit processing. If Alyeska 

files such a petition with the Director, it shall include an 

adequate description explaining why the allowable emission 

limitation(s) impose unreasonable economic burdens or limits 

pipeline throughput without significant environmental benefit.

The Director's decision to allow or not allow any such periods of 

operation will be at his or her sole discretion and subject to 

conditions imposed by the Director, and will not be subject to 

appeal to the ADEC Commissioner or to any court.
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9. Pendinq completion of BACT review for the VOC 

emissions from the crude oil storage tanks at the Valdez Marine 

Terminal, and any additional time required for appeals or 

construction and installation of equipment necessary to bring 

Alyeska into compliance with the requirements of any permit, 

Alyeska shall limit venting time from the 18 crude oil storage 

tanks at the Valdez Marine Terminal to .5% of the time based on a 

monthly average. For the purposes of determining compliance with 

this .5% limitation, venting time will not include:

(a.) downtime due to scheduled maintenance 

("scheduled maintenance" as defined in paragraph 15 below) or 

emergency repair of the vapor recovery system. ADEC will be 

notified in advance of any of these activities;

(b.) venting due to unavoidable operational 

upsets and/or equipment malfunctions ("malfunctions" as defined 

in paragraph 15 b e l o w ) .

Alyeska will submit to ADEC a best operations 

management plan for the 18 crude oil storage tanks and the vapor 

recovery system not later than October 1, 1990. The plan will 

include a proposed definition of "operational upsets" and a 

justification for the definition, detailing the likely 

operational upsets that would produce tank venting. To the 

extent the provisions of this paragraph are inconsistent with the 

provisions of paragraph 15 below, pending implementation of BACT 

under paragraph 5 above the provisions of this paragraph shall 

govern.

7
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10. As between it and ADEC, Alyeska will not 

contest PSD applicability for the four subjects enumerated in 

ADEC's June 18, 1990 letter, or challenge the allowable emissions 

limitations set out in paragraph 7 above. However, nothing 

herein shall bar Alyeska from contesting PSD applicability as 

between it and EPA or other third parties should they seek 

penalties or sanctions based upon such PSD applicability under 

the federal Clean Air Act or any approved section(s) of the State 

of Alaska Air Quality Control Plan.

W a i v e r  o f  J u d i c i a l  R e v i e w  R i g h t s .
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Permit Renewal Applications.

11. Ordinarily an ADEC air quality control permit 

applicant must file the application 30 days before the proposed

i
j effective date of the permit or permit renewal. ADEC and Alyeska 

agree that this 30 day period is often too short a time for 

careful consideration of a requested permit, particularly when 

the permit renewal involves revisions to the expiring permit or 

involves consideration of physical or operational changes at a 

facility. Accordingly, Alyeska agrees that henceforth it will 

file applications for air quality control permit renewals for the 

pump stations and Valdez Marine Terminal at least 90 calendar 

days before the expiration date on the then existing permit.

ADEC agrees that it will release to Alyeska a draft permit 

renewal or permit denial, for review, at least 30 calendar days



prior- tro the expiration date of the existing permit, or at the 

time any notice is published under 18 AAC 50.400(a) (1), which 

ever event occurs first. Within 15 days of receiving the draft, 

Alyeska may request that ADEC meet with its representatives to 

discuss the draft permit or denial. Should Alyeska not file a 

permit renewal application at least 90 days before the expiration 

date of an existing permit, ADEC will be relieved of any 

obligation under this paragraph. Accordingly, a breach of this 

paragraph by either Alyeska or ADEC will not be considered a 

material breach of this Agreement, nor subject Alyeska to any 

penalty, and this paragraph will not otherwise be enforceable 

under AS 46.03.760 or 46.03.790 or other applicable law against 

either party.

Advisory Working G r o u p .

12. ADEC, in consultation and cooperation with 

Alyeska, will create an advisory working group of technically 

qualified and competent individuals for the purposes set out 

below. The group shall consist of 3 representatives each from 

Alyeska and ADEC, which representatives may not be attorneys and 

need not be employees of either party, and may be replaced from 

time to time as the need arises. Alyeska will provide 

consultants and other support as necessary, and will provide the 

group with such information as the group may require. Alyeska 

and ADEC will designate their respective 3 representatives in 

writing to the other within 10 working days of the effective date



of this- A g r e e m e n t , which representatives may be replaced by other 

qualified individuals as the need arises. The group will conduct 

its work and any studies in a cost-efficient and objective 

manner. The group will be co-chaired by an ADEC and Alyeska 

representative. The group will advise and make written 

recommendations, including majority and minority reports, to ADEC 

not later than March 1, 1991 (except as an earlier date is 

otherwise noted below) on:

(a.) proposed BACT selections for venting from 

the 18 crude oil storage tanks at the Valdez Marine Terminal and 

for any PSD permit application filed under paragraph 6 above.

The group's written recommendations for BACT selection(s) for 

venting from the 18 crude oil storage tanks shall be delivered to 

ADEC not later than January 15, 1991;

(b.) any additional emissions data that the group 

determines to be necessary to evaluate any significant emission 

sources operated by Alyeska at the pumps stations or Valdez 

Marine Terminal for compliance with applicable emission 

limitations;

(c.) best management practices for inclusion in 

future Valdez Marine Terminal permits governing the operation and 

routine maintenance of the Valdez Marine Terminal vapor recovery 

system, including waste gas incinerators and crude oil storage 

tanks, so as to reduce venting of VOCs from the crude oil storage 

tanks to the maximum extent possible and to maintain the maximum 

combustion efficiency of the waste gas incinerators;
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  (d.) appropriate routine data collection and

monitoring requirements for inclusion in future permits 

including, but not limited to, recommendations as to the 

potential for installation of continuous emission monitors, for 

existing significant emission sources operated by Alyeska;

(e.) reasonable measures to avoid the occurrence 

of excessive emissions which might otherwise occur during 

malfunctions, startups, shutdowns and necessary maintenance of 

existing significant emission sources operated by Alyeska;

(f.) the feasibility of establishing emission 

limits, operating parameters and methods for monitoring such 

limits and parameters for the ballast water treatment system.
I

For the purpose of only this paragraph 12,

"significant emission sources" includes any source listed in 18 

AAC 50.300(a)(5) with annual emissions, excluding fugitive 

emissions as defined in 18 AAC 50.900(49), of an air pollutant 

regulated under the federal Clean Air Act of more than 100 tons 

per year, or any other source with annual emissions, excluding 

fugitive emissions as defined in 18 AAC 50.900(49), of an air 

pollutant regulated under the federal Clean Air Act of 250 tons 

per year or more.

Reimbursement of ADEC's Costs Of Working G r o u p .

13. Alyeska will reimburse ADEC for its reasonable 

costs incurred after the date of this Agreement in participating ; 

in the advisory working group created pursuant to paragraph 12

1 1
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above "and in processing the PSD permit applications and BACT 

analyses submitted pursuant to paragraphs 5 and 6 above.

Reasonable costs will include costs such as any ADEC consultant 

fees, ADEC staff time at $35.00 per hour, and incidental 

administrative costs and expenses, such as for travel and 

photocopying. Such costs will be bjlied to Alyeska on a monthly 

basis; total costs which ADEC may bill Alyeska for ADEC's 

participation in the working group after the date of this 

Agreement shall not exceed $100,000.00. ADEC will provide 

adequate documentation to Alyeska of all costs claimed as 

reimbursable under this paragraph to Alyeska.

Reimbursement of Past Costs.

14. Alyeska will pay to the State of Alaska not later 

than 10 working days from the effective date of this Agreement
i

the sum of $250,000.00. This sum shall reimburse ADEC for its i

I
costs of investigating PSD and permit matters and issuing interim 

permits to Alyeska for the period from December 1987 to the date j 

of this Agreement.

I

Upset, Malfunction and Scheduled M a i n t e n a n c e .

15. The pump station and Valdez Marine Terminal air
i

quality control permits are hereby amended to include the 

following condition governing upsets, malfunctions and scheduled ! 

maintenance:

" D E F I N I T I O N S

I.

1 2
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—  'Excess emissions' means the emission of air 

contaminants in excess of applicable emission limitations or 

requirements in this permit or in any applicable regulation in 18 

AAC 50.

'Malfunction' means any sudden and unavoidable failure 

of a source, including air pollution control equipment, process 

equipment or process to operate in an expected manner; failures 

caused entirely or in part by poor maintenance, careless 

operation or any other preventable equipment breakdown shall not 

be considered a 'malfunction'.

'Scheduled maintenance' means maintenance of a source 

which occurs during a period established by a term of this 

permit, or which begins 7 working days after the permittee 

provides written notice to the Department, or for which the 

Department has otherwise provided written permission.

'Shutdown' means the cessation of operation of any
If

source, including pollution control equipment, process equipment
I

or process for any purpose.

'Startup' means the setting into operation of any
I

source, including pollution control equipment, process equipment 

or process,,

TREATMENT OF EXCESS EMISSION INCIDENTS.

Excess emissions caused because of a startup, 

shutdown, malfunction or period of scheduled maintenance of a

source (including pollution control equipment, process equipment ;

i

13
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or process) shall not be considered a violation of this permit or 

the emission limitations of 18 AAC 50, or counted as an increase 

in emissions for purposes of 18 AAC 50 . 3 0 0 ( 6 ) (B) and (C) provided 

t h a t :

1. the excess emissions do not occur with such 

frequency that careless, marginal or unsafe operation is 

indicated, or are not part of a recurring pattern indicative of 

inadequate design, operation or maintenance;

2. the emission of air contaminants is reduced as 

much as practicable during the period of excess emissions;

3. during scheduled maintenance, repairs to the 

equipment causing the excess emissions are made with maximum 

reasonable effort, including the use of off-shift and overtime 

labor as needed and as available;

4. when startup or shutdowns are a frequent part of 

routine operations, the permittee takes maximum effort to reduce
j

excess emissions during such startup or shutdown;

5. to the maximum extent practicable, permittee 

maintained and operated the source of the excess emissions in a 

manner consistent with good practice for minimizing emissions and 

otherwise consistent with the manufacturer's suggested operation 1 

and maintenance practices; and

6. permittee notified the Department of the excess 

emissions incident by telephone not later than 24 hours after the ’
i

permittee knows or reasonably should have known of the event, and 

included in the notification a description of the nature of the

14

I
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occurrence, of its duration, of the steps taken consistent with 

1) through 5) immediately above, as applicable, and permittee 

timely provided a written report of the excess emissions incident 

consistent with the reporting requirements of the permit."

The foregoing condition replaces paragraphs 22 and 23 

of the existing Valdez Marine Terminal permit, paragraphs 13 and 

14 of the existing pump station 1 through 4 permits, and 

paragraphs 14 and 15 of the existing pump station 12 permit, and 

will be deemed to be included as a condition in the upcoming 

permits for pump stations 6 through 10. For each permitted 

facility, Alyeska will notify ADEC of any excess emissions 

incident in compliance with paragraph 6 of the above quoted 

condition governing upsets, malfunctions and scheduled 

maintenance.

i
II

Withdrawal of Appeals and Motions for Stay.

16. Alyeska hereby withdraws its requests for 

adjudicatory hearings and motions for stay filed with ADEC for 

pump stations #1 through 4 and 12, and for the Valdez Marine 

Terminal, without prejudice to its right to file such requests or 

motions for future permits. Alyeska agrees that it will not file 

such requests or motions for the pump station #6 through 10 

permits when issued on or before October 1, 1990, provided that 

such permits are no more stringent than the draft permits 

received by letter dated September 7, 1990, without prejudice to 

its right to file such requests or motions for future permits.

15



1
T h e  p u r p o s e  o f  t h i s  p r o v i s i o n  is to g i v e  the a d v i s o r y  w o r k i n g

2 group time to perform the analyses and make the recommendations

3 : required by paragraph 12 above for the purpose of longer term 

pump station and Valdez Marine Terminal permits.
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Valdez Marine Terminal Vapor Recovery System.

17. For the purposes of this Agreement and future 

permits Alyeska agrees that ADEC currently has statutory and 

regulatory authority to require as a permit condition that 

Alyeska operate and maintain in good working order the existing 

vapor recovery system, including the waste gas incinerators and 

associated piping and equipment, at the Valdez Marine Terminal.

D e l a y s .

18. If any event occurs which Alyeska believes will i

16 i
or may cause delay in or prevent the achievement of any provision !

1  
18 |

19

20 

21 

22

23

24

25

26

of this Agreement, Alyeska shall notify ADEC in writing within 7

calendar days of becoming aware of the anticipated delay or

inability to comply and describe the expected length of the

delay, the precise cause or causes of the delay or the reasons j

for its inability to comply, and any measures it intends to take !

to minimize the delay or attempt to avoid noncompliance. Alyeska

may request within the 7 day period a meeting with ADEC to
*

explain the anticipated delay or inability to comply. For events 

causing delay or inability to comply that could not have 

reasonably been foreseen or anticipated, such as an earthquake,



Alyeska" shall notify ADEC in writing within 7 days of the 

occurrence of the event.

If ADEC finds that (a) Alyeska has complied with the 

notice requirements of the preceding paragraph, and (b) that any 

delay or inability to comply has or will be caused by 

engineering, design or installation problems which could not 

reasonably have been foreseen and prevented, or by labor strife, 

a natural disaster (such as an earthquake) or by other 

circumstances beyond the reasonable control of Alyeska, ADEC 

shall extend the time for performance for a period no longer than 

the delay resulting from those circumstances.
j

If the ADEC determines that Alyeska has not complied 

with the notice requirements of the preceding paragraph, or that !
i

the event causing the delay or inability to comply is not beyond ' 

the reasonable control of Alyeska, failure to comply with the 

provisions of this Agreement shall constitute a breach of its
i

requirements. ADEC shall notify Alyeska in writing of its 

reasons or findings in the event ADEC denies Alyeska's request 

for an extension of time or denies waiver of the performance i
i

_

required hereunder. The burden of proving the delay or inability)
i

to comply is caused by circumstances beyond the control of 

Alyeska, and, if applicable, the length of any such delay 

attributable to those circumstances, shall rest with Alyeska.

Increases in cost or expenses incurred by Alyeska in fulfilling 

the requirements of this Agreement shall not be a basis for any 

extension of time or excuse for inability to comply. Any

I
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a p p r o v e d  d e l a y  in o r  w a i v e r  o f  i n t e r i m  r e q u i r e m e n t s  s i u l l  n o t  

a u t o m a t i c a l l y  j u s t i f y  o r  e x c u s e  d e l a y  in t h e  a t t a i n m e n t  o f  

s u b s e q u e n t  r e q u i r e m e n t s .  A l y e s k a ' s  s u b m i s s i o n  o f  a r e q u e s t  for 

a n  e x t e n s i o n  o f  t i m e  d o e s  n o t  t o l l  a n y  t i m e  s p e c i f i e d  i n  t h i s  

p a r a g r a p h  u n l e s s  A D E C  p r o v i d e s  a w r i t t e n  e x t e n s i o n .

A D E C ' s  d e c i s i o n  u n d e r  t h i s  p a r a g r a p h  s h a l l  c o n s t i t u t e  

f i n a l  a g e n c y  a c t i o n  f o r  p u r p o s e s  o f  j u d i c i a l  r e v i e w  u n d e r  A l a s k a  

R u l e  o f  A p p e l l a t e  P r o c e d u r e  6 0 2 ( a ) ( 2 ) .  H o w e v e r ,  A D E C ' s  d e c i s i o n  

s h a l l  r e m a i n  in e f f e c t  p e n d i n g  r e s o l u t i o n  of t h e  a p p e a l  u n l e s s  a 

s t a y  is g r a n t e d  b y  t h e  c o u r t .  U n l e s s  s t a y e d  b y  t h e  c o u r t ,  a n y  

i s t i p u l a t e d  p e n a l t i e s  i m p o s e d  u n d e r  p a r a g r a p h  19 o f  t h i s  A g r e e m e n t  

s h a l l  c o n t i n u e  to a c c r u e  d u r i n g  a n y  a p p e a l  u n l e s s  a f i n a l  

d e c i s i o n  o n  a p p e a l  i s  r e n d e r e d  in A l y e s k a ' s  f a v o r ,  in w h i c h  c a s e  

A l y e s k a  s h a l l  n o t  b e  l i a b l e  t o  p a y  t h e  s t i p u l a t e d  p e n a l t i e s .

S t i p u l a t e d  P e n a l t i e s .

19. S h o u l d  A l y e s k a  f a i l  t o  m e e t  t h e  B A C T  a n a l y s i s

d e a d l i n e  s e t  o u t  in p a r a g r a p h  5 a b o v e ,  it s h a l l  p a y  t o  t h e  S t a t e

o f  A l a s k a  $ 1 0 0 , 0 0 0 . 0 0  f o r  t h e  f i r s t  d a y  t h e  d e a d l i n e  is m i s s e d ,  

a n d  a n  a d d i t i o n a l  $ 5 , 0 0 0 . 0 0  p e n a l t y  f o r  e a c h  d a y  t h e r e a f t e r  t h a t  

t h e  d e a d l i n e  is m i s s e d ,  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  p a r a g r a p h  18

a b o v e  g o v e r n i n g  e x c u s e d  d e l a y s .

R e s e r v a t i o n  O f  R i g h t s .

20. E x c e p t  a s  o t h e r w i s e  e x p r e s s l y  p r o v i d e d  i n  t h i s  

A g r e e m e n t ,  t h e  S t a t e  o f  A l a s k a  r e s e r v e s  t h e  r i g h t ,  a n d  t h i s

18



A g r e e m e n t  d o e s  n o t  w a i v e  a n y  s u c h  r i g h t ,  to i n v e s t i g a t e ,  p u r s u e  

o r  b r i n g  a n y  c l a i m ,  c i v i l  o r  c r i m i n a l ,  l e g a l  o r  e q u i t a b l e ,

- i n c l u d i n g  b u t  n o t  l i m i t e d  t o  c l a i m s  u n d e r  A S  46 o f  a n y  k i n d ,  or 

, i s s u e  a n y  o r d e r  a g a i n s t  A l y e s k a  f o r  a n y  f u t u r e  v i o l a t i o n  o f  a n y  

s t a t u t e ,  r e g u l a t i o n ,  p e r m i t ,  a p p r o v a l ,  o r d e r  ( i n c l u d i n g  b u t  n o t 

l i m i t e d  t o  t h i s  A g r e e m e n t )  o r  a c c e p t a n c e ,  i n c l u d i n g  b u t  n o t  

l i m i t e d  t o  a n y  v i o l a t i o n  o f  a n y  p e r m i t ,  o r d e r ,  s t a t u t e  o r  

r e g u l a t i o n  g o v e r n i n g  t h e  e m i s s i o n  o f  a i r  c o n t a m i n a n t s ,  a n d  

A l y e s k a  r e s e r v e s  a l l  r i g h t s  a n d  d e f e n s e s  a g a i n s t  a l l  s u c h  c l a i m s  

t h a t  m a y  b e  a s s e r t e d  b y  t h e  S t a t e  o f  A l a s k a .

N o t h i n g  in t h i s  A g r e e m e n t  is a w a i v e r  b y  A D E C  o f  its

r
i r i g h t s  u n d e r  A S  4 6 . 0 3 . 8 2 0  ( g o v e r n i n g  e m e r g e n c i e s ) .
i

E n f o r c e a b i l i t y  U n d e r  A S  4 6 . 0 3 . 7 6 0 ,  4 6 . 0 3 . 7 6 5  a n d  4 6 . 0 3 . 7 9 0
i
I

21. E x c e p t  f o r  p a r a g r a p h  11 a b o v e ,  t h e  p r o v i s i o n s  of 

j t h i s  A g r e e m e n t  s h a l l  b e  c o n s i d e r e d  a n  e n f o r c e a b l e  o r d e r  a g a i n s t

A l y e s k a  f o r  t h e  p u r p o s e s  o f  A S  4 6 . 0 3 . 7 6 0 ,  4 6 . 0 3 . 7 6 5  a n d  

| 4 6 . 0 3 . 7 9 0 .

!
i

18 A A C  95 W a i v e r .

22. I n  p a r t i a l  c o n s i d e r a t i o n  f o r  t h i s  A g r e e m e n t ,  

A l y e s k a  k n o w i n g l y  a n d  v o l u n t a r i l y  w a i v e s  a l l  i t s  r i g h t s  a n d  t h e  

p r o c e d u r e s  w h i c h  w o u l d  o t h e r w i s e  a t t a c h  t o  t h e  i s s u a n c e  o f  a 

c o m p l i a n c e  o r d e r  u n d e r  18 A A C  95.

I

A m e n d m e n t .
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23. N o  a m e n d m e n t  t o  t h i s  A g r e e m e n t  is v a l i d  u n l e s s  

a p p r o v e d  in w r i t i n g  b y  t h e  u n d e r s i g n e d  r e p r e s e n t a t i v e  o f  A D E C  (or 

a d u l y  a u t h o r i z e d  de ignee) a n d  b y  a d u l y  a u t h o r i z e d  

r e p r e s e n t a t i v e  o f  A l y e s k a .

E f f e c t i v e  D a te.

24. T h e  e f f e c t i v e  d a t e  o f  t h i s  A g r e e m e n t  is t h e  d a t e  

i t  is s i g n e d  b y  t h e  a u t h o r i z e d  A D E C  o f f i c i a l  b e l o w .

D a t e d :  S e p t e m b e r  , 1 9 9 0 .

A L Y E S K A  P I P E L I N E  S E R V I C E  C O M P A N Y

D a t e d :  S e p t e m b e r

By:

T i t

1 9 9 0

James H e r m i l l e r  

P r e s i d e n t

A L A S K A  D E P A R T M E N T  O F  

E N V I R O N M E N T A L  C O N S E R V A T I O N

By': " M i c h e l e  B r o w n  

T i t l e :  R e g i o n a l  A d m i n i s t r a t o r

20
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Mr. James & Hinailltr * 2 - fnw« ia, 2990

t
3. The release of volatile organic compounds (VQC) on aa Iflwrmitteat beats from 

crud« oil storage tacis vents without collection by a vapor recovery system m the 
Valdez Marine Terminal These intermittent releasee have resulted In an increase 
in VOC emission* « the Valdez Marine Terminal greater than the 40 tons/vr 
quantity wt out in IS AAC 5<U00(aX6)(CXv).

4. An increase in the maximum rated capacity of the watte gas indneraton located at 
the Valdes Marine Terminal. This modification lias resulted In an increase in NOx 
and SO; eatiwions at the Valdes Marine Terminal greater than the 40 toas/yr 
quantities wt out in 18 AAC 50J0C(a)(6XO{ii) ^  (̂ 0*

(

These and other changes at the Alyeska Pipeline Service Co. facilities fail within the purview 
of 18 AAC 15.100(c)) which forbids the owner of an eidftfing facility from amending, 
modifying, or making any other change in a facility process or operation which rfegat result 
in an increase in emissions of sny size without first securing a sew permit The Department 
has cot aggregated the smaller increases in a music at from each of the other sources 
modified or added to a particular facility fair the purposes 0/ determining the applicability 
of 18 AAC 50̂ 00(a)(8)(Q. Review of the accumulation of faoreasee in emfagtass from a 
series of modifications at the use facility Is required under the regulation*. The 
Department reserve* the right to pursue the other modification and aceuffisdatica issues; 
however, in order to addrefa the most serious of the outstanding Issues, ADEC has elected 
for sow to discuss is detail oaly the few items identified above.

In the 1974 sir quality couaral permit applications Coe the main gas turbines at Pump 
Statical 14 6-10, &sd 12 (Deosmber 15,1981, Sec. 114 response, VeL I, eah. 1). Alyeska 
listed the amdaua feel far each main gas rurbias as 167 thousand standard cubic 
feet per hour (MSCF/fc?) far easaral gas firing and 6,000 pounds pir hour (lbs/hr) for 
turbine feel oil firing'

* Jis, i mIn tbs Dmmfeat 15,19^1 See. 114 response to the SPA (pegs IS,, Table 3), Alyeska 
quantified ̂ 9  sm&mm fedl usage far each mstii gas turbine as 168 MSCF/hr far natural 
gas firing aad 1,116 pis/hr far Umtid feel firing before the addition of rbn cooling and 20? 
MSCF/hr for asasfsl gas as$ 1*313 gals/hr far liquid feel after the addition of rim cooling.

When the NOx emission* from the (M turbines at the 1974 feel rate are compared with the 
NOx emissions at the 1988 fed rate, the increase La NOx emiseiOBfl due to the increase in 
fuel usage resulting from tbf addition of rim cooling is approKimauiy 48 toas/y? per turbine 
for Pump Stations 1-4, and approximately 174 toas/yr per turbine far Pump Stations 6-10, 
and 12 (see Attachment A far calculations).

S 0G432
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Tbs iuaeiM la emissions of No* &t each pump station ii greater thas (ba 40 toni/yr 
quantity Listed In 18 AAC 50J00(aX4)(C)(iil). Therefore, the addition af ri® ccoliag to 
each m*in gas turbine represents a modification, u defined by 18 AAC 50,900(28) of a 
'major" facility described la 18 AAC 50.300(aX8)(C), and a permit application tod ravfc% 
is required la accordance wth 18 AAC 50 .300(b) ud (c) and 50.400(6X3), ai well &a by the 
federal prevention of sipiflont deterioration (PSD) rsguUtioai at 40 CFR 52̂ 1(bX2).

hcrane in Mari mum Siijfef Cantem of Fuel

In the 1974 air quality control permit application tor the main g&s curbis/a at Pump 
Stations 10 and 12 (December 15, 1988, Sec. 114 response, Vol L eah. l\  Aiyoifea lilted the 
maximum sulfur contact of the fuel burned in the main gee turbine* as 0.17 percent and 
identified the grade of fed as "ASTM No. I • CT feeL" Furthermore, in on October 19, 
1974, letter from Mr. Frgnk TberreU of Alpha to Dr. Max Brewer of ADEC Aiyeaki 
amended the 1974 permit applications for toe main gas turbines at Pmap Stadorn 6*9 to 
lower the s&dmum sulfur content from 0.94 percent to 0.17 percent for the fuel burned in 
these main gas turbine, saying:

(I

Since substisdoa of the permit applications for Pump Station 5,6,7,8,9, aad 
11, It bas bees decided sot to use Prudhoe Bay aud* oU si a fed source for 
the Turbine Driven • Mainline Puapa. These pump stations will use the 
same feel (ASTM No. 1 -CT fuel) u  U planned for Pussp Station* 10 and 11 
This change win result is a lower $02 emission from these stadoos by a factor 
of four times.

(Sea pap l of the October 19, 1974, TbemU letter.)

In a May 1,1990, letter from Us, Oscar S. Dldeason of Alyeska to Mr. Wfeiaa D.
McOee of ADEC, AJy&hB m m  that the adfer cornsst of the turbise fed produced at 
Pump Station 10 aad used at Pump Stations 10 aad 12 ttvmgssd 0J3 percent aad ranged 
from 0.29 pmem to 0,4 p&ass (pap 8). Alyeska goes on to toy that thia range in 
turbine fed sdfer contest ia reprweatative of the stife? c&tueoi of the turbine
fed pre&seed at Pump Stoddn 6 and 8, which U used at Pomp Statioos 5,6,7,8 and 9.

When the SO? emtesdom from the sain gas turbines «t the 1974 marimum fed tulfer 
content of 0.17 percent are compared with the SO? emissions« the 1990 tmdnwm feel 
luifer content of 0,4 perm, the increase in SO? m iniom  due to the increase la the 
feel sulfur content Is epprctisiiely 248 toas/yr per turbifte for Pump Stations 6*10 and 
12 (see Amchment A tor ; calculations).

i

The net Increase in tmissihoi of SO? at each pump itttioa is greater than the 40 tons/yr 
quantity listed In 18 AAC‘50.300 (a)<6XC)(ui). Therefore, the Increase In the tulfer 
comeat of the feel burned la tha mein gas turbines at Pump Stations 6*10 and 12

s 00433
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Mr, JmM B. Hcrtaiiltr June If, 1990

represents a raodific&dea, ta defined by If ACC 50,900(2*), of « facility described in

ta tho 1974 air quality control permit application for tho V&i&s Marino loading 
Tern"inal (VMT), there is no description or quantification of venting froa crude oil 
storage tanks (December 15,198S, Sec, 114 response, VoLl, uh 1), Furthermore, in tha 
November 19,1974, Air Quality Control Permit to Operate (Permit # AQG22f), there 
are no permit condition allowing the venting of tha crude oil storage tanks.

According to tha April 1974 Air Quality Summary FUpon tor tha VM7 (December 15, 
1984, Sac. 1J4 rwponaa, Vol Q, 3), hydrocarbon emissions from tb* crude oil 
storage tahJts u/ould ba Virtually e&nmated* by tha us* of an elaborate vapor recovery 
system which co&Saes and interchange* vapors among tha tanks and Indmtma any 
surplus vapor (page 2*1). In the report's summary of aiscaU&aaoua sources of 
hydrocarbon emlsriota that would be uncontrolled, no ra&adoa of crude oil storage tank 
venting is made (p&gaj <2*7 to 6-1),

!

After reviewing Alyeska’s crada oil storage tank reports for the dm* period from 
January 1,1990, to April 25,1990, the Department estimates the annual VQC emissions 
from m k venting to be ippro^mataly 350 tom/yr (see attachment B for okulation*). 
This estimate is conservative because lt does not account for the lack of venting data for 
the time period from March 19 to March 25, 1990, when the vapor recovery system was 
shut down for piping fe p ta m

Alyeska has changed Its method of operation of the erode oil storage tank and vapor 
recovery system, which if a aodScadoa as defined by If AAC 56,900(23) of & fcdiliy 
described in If AAC 5&$66(&X$)(C), and a permit application and review It required in 
accordas* wish If AAC 5H3O0 aad (c) and 50.400(cX3)*

When quoted if Sim  or federal permits were Issued allowing crude oil storage tank 
venting, Alyestei reepoadbd ia a May l, 1990, letter from Mr. Oscar S. Dicfcaeoa of 
APSCo to Mr. BiB L&momus of ADEC that minor vesting has occurred sia?a terminal 
operations first began In 1977 to relieve overpressure and during emofgeacy situations* 
upsets, breakdowns, and taaifuaetioLi. Alyeska’i May U 1990, Uttar goea on to say that 
the fact that ADEC permitted each erode oil storage tank with breather valves Indicates 
that ADEC anticipated shme tank venting would occur as early as 1974,

The Department disajje** with this petition for a number of reasons, including the
followby

W l . ic Camwund, from Crudt CHI S lM fl Tania
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Mr. J&aM B. HtrmlUer •7 - June 19, 1990

1990, fils app&atioot tor tha Deportment's rrvtaw oad approval, for «&ch of tb* 
modlflatioM d**crib«d in this lltur, in accoftknc* with tha provision* of 11 AAC 
5OJ00(b) and («), or otherwise roach ah agreement with ADEC oa resolution of thm  
iuutt.

i -

If AJywks doe* &oc submit tb* required appUcAtiOBi, or If an agreeattss caa&os &# 
retched resoMaj hm  m xtm  before September 1,1990, tb* Dopeftasnt will refer 
these Uiuot to Anoraiy General Douglas B, Bafly tot appropriate ttioKassaax action,

Tb* application must taiiud* tb* foUowihf elements, la addition to oil otbtf atosuma 
required uad*f 18 AAC 5&JOO(b) and 50i00(*):

i
A dataraiaadoa of tb* not emissions increases at itch facility da* to tha 
modifications, indudifl| any other dm$o la imUstosa occurring durian tb* 
fly* yean prior to each modification.

An w m m nt of beat available control tochaotogp for each 
rourc* i n d u i n g

For rim rooting to ceobuitioa gm turbine*

* dry NOji (roabastloa) control*
I
I

1 water op s m &  injection

* retotioo

practice* to oiaimbi tb* ©ceineare and aagnfcudt of

hmsMxiax of a vapor recovery system. to collect and control tb* 
vipo<# froa aU pm«ure relief vilm

LsKaU&tion of activated carbon eantoea at each ptm m  relief 
vatae

S 00437
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Mr. Jamei B. H«rmi23«r June 10. 1590

tmmcms or urea injection

' wiootivi catalytic reduction

* SOj scrubbing technology

An air quality impact anaiytO for each air cootamfoant and appropriate 
averaging periods: for SO& 3-bow, 24-bow aad annual; to? particulate 
matter (PM* 10), 24-bour sad annual; for oxides of nitrogen, annual

Applications required purvuaat to this latter should bo submitted to tha appropriate 
ADEC Regional Office; tha Northern Regional Office, 1001 Noble Streat, Suite 350, 
Fairbanks AX 99701 for all the pump stations, and tha Southcentral Regional Office, 
3601 C Street, Suite 1350, Anchorage AK 99503 for the Vaidss Marine TenniniL A 
copy of each application Should aim be sent to Mr. S W. Hungerford at the air 
program'! central office, P.O. Boa O, Juneau, AX 99811-1800,

I would appwdaw your prompt review of these critical lames and a timely response, 
you have susy question!, pU&se call M& Michele Brown at 563-6539.

$ Sincerely.

Director

cc Attorney General %  Bally
CommiuioaBr Decss Ketoo 
Ann PeaEfoa, SPA X

i



wC.1 < -  1 • n\_/i_L_i-u i y  o  r w i  i

*• ■ . - ( l |  •  ,
, ml' 4 J » C  . - • * »

» 5 - 1 0 - 3 W  i - O.rl 'l i

2S5-«5i
C C I T T  G 3 ; « U 0  

5 :?

ATTACHMENT A 

CA ia iA TIO m ja &JM lN OAJLHaBftrat at  pump 8TATfn»<|

#

s 00439



#

MBt BMKIOM M N H  101 mlG CMC H H K I  H U M  M M  MSI MIA 

t  M U M  U U M U I M 1 I

* * u t i . i w i r - m d‘u « . t M n » « B N

U  » {« tlu tw i (M M tn tlM  M M Hd^ A y  
hi • tf Ittur <«r M ,  *|

B S  « | i r i  9H la r t M l  
E - a iw l w  twtv 41

Mil) Mill

».£ H M f J I

f

« K K  
9 i m p

M l  M l  M H  M U M  M O O B

2a - U.A7

ac - M lm
0

» *  i.jr
s* - a . w

» *  U M E . M  t M I k

M  > U M i J I  MiiM— in

c

111

It

41-*r
rt
*
i>

&

in
40
«*
Ii a 
m  
01 
<r.

(W4) ME5) M M )  E

few* H m tam m
W i t  M M  »  » . M ' U

(1) ff m o m  a t a u n i  m m m  m ,  m i  m. m m m n a. a n w *  s, c a n m  as-*

(2) K M  1 M U  s, M B M  seea ESI w  WUB • *  M M M E  aa» H I M  w *  D W M M M ,  ter SEMMM s, MttME « r„es» m
<i> oiauiBi n m  mrmm a t  M i n t  m u m  m  M M »  m b  k m ,  m m  m m m  k m  m m  m m  m  m s  c m m  huh 

t m Ml ii, 1 M 2 V W  iH U W  K M M

(41 I M  ItfU 4, M  CMVM* IMP. B M  ■ M M  I M  M U M  M M  M M  M M  m— U l M  M r  HAJM3 3 M i l *  1 1 M  n u  <U
... ta. M. M W .  M> « .  «. ‘

sci'i 
ui .nuuuH

iu' 
i. 

nw
r.. 

, 
a-io-^O

 
ci: J?Pn 

; 
3032956261-» 

CC1TT 
G

3;



iO
-ju

 
c

..o
o

r
-r

i 
, 

•3
*3

o
«i'=

to
&

2
6

1
-* 

C
C

IT
T

 
0

3
; 

a
i

N

m . •

M « •

#>

«nanm»»niwwi tma t wmi '« awiw min mi «whw am aw # wa tt»
  mim* wtwima wa» w«w»t *w «m w <t »aww n w ww> tw bhmm am w smt w

**" ",,?1 H' w «ww at ** naw onnR <W W »wi «r* arm m ms «3MnMMHnn wvnm skvimwum
jam* sw «w» '*-»•* TOW ‘ncwsa <K*f< nt warn gm st-mmm onm nm»3m« 'a* *«m •m (()

asmra min mi mnxm 7* inbbh aw w» nan w ummo mm W 
i mmi <«m si MinnM usbh mm mb tmgn t*» bm m «mn mis m nm wmb mb <a>

;b
y«•n
*

»•

*
s

urwirat-ra-iri81MW "*

MTR*riar»*ri1*7
8KniJTf»iri87

M9maaoeM
MM

(BUHM) MID MilMM BM*eei

MffllimK 1VM Mt SMMM IM

KMwestarawK**<rnMl«t1MlmimMTI0^9 i*aiai■WW *M
MNatsv«»09 71TRl«n*tri1111wermIKIK1WJ T«»*WB•M*l M

(2 wMMarwe«•«77lmi•weoiraiwranr*r«inomia* )Miq«"*»! *»l

00
MHcMai

3*«M70%au«3*KMIM■aanaMMmam miMM

<«/*•!> (MM HtawflwMM Wmatt mt mtm

«WH (DM im (OM m ON

d*m m» am *•» nmme «w ear aaeuwwMO wnaao

. .V

r*

; -* 
I •*

W'Wirt*1*7WM'TanmiMlmilireerentwsmm~t «• mrnmMMI ej
«nerasMWeremeeweminr*erirwrami icummmw ra
nn

i

«f«5M«V

J ^

miz?**t«tiMlmiM*'*wa*erw

HMM

nt

am*

mi *v e*w»>M«it wj

" 1*

3BvnM003BMMtmHiMM
Mini

men MM mi 
Wm mw iiNM am nm

MM

7J«

y

3r
(w/mii (t))in vtMin(iMurrr) kmumi camim

(MW »J M Vi! **I3 >•# 9Dimi Ml Mi MimTO WWM

• • •



flH
11
M flit
ro .. 
id .
h • • 
I- . 
— <1
Vu

L- V V 'J'J
>4l«*l fit if 1M«T BH IK ‘IIM » tnilR> lf« <»»

"f**> BIA MiffM Wl C m» « BN '«M» IWItl ttl MW Ml* mil IK *MI« <<»
*•*» » IK MM Ml* M 'iff fMMMH HIMM M WKITW MM HMW Ml* MM MM <M

nmj>l”!,ln H< mfWm w ■»m* *» 1 MMnfW MM nr mm mnra mm km omwMMMl mtxbwj aurf mmmmi m 
cmj* Mr,r*- " mmmjm im mm( nun mmuj '8 mmm *«r* wmi t»m him m nm mm mmmhm mmmmm ai mmm «m»

<w Mims MMMmttw law mu mm Im’tnm m jmm a mmmo mm mmm annaas km «m mm*

"*»•* awi omm 'i-rs m 'mmn mmm ns mihmmmm mibmmo mm m’wim'n «i>
« Mim MM MM MMOIIMf l*8M MM muJ MM 0 0 CMBM IM W 

Ml Wlf» MM MM MWOTMf I BMW MM M *BMMM t Mi MW MfM MMMM ■ IMWMIBflMI MM M III

«o
III
*!•
I

•J*

IS:ru

•iI
a
*5v
i»*
>
-y

r«U1«•»tmrirw•W m

IT*uamutmtria•ami m

ir«orwssttiTBtttiriiMMl »H

naaamw

i»•jmos 

0 IM

IV**KKrm»litreMtMl ItnrimtKTI«Mtr«iaamSHIMM -VMMMMM0 **S
ir»ten/*15»litreMW«llnra,mtMTV«®t♦tnamcatIK 'KIMN)W ■!
ir«(KIT

•• «

/IRIlitreAtHI!tmXVTMrestantttllman

mmm

catlta 'KIM«M»*I *■*

MOJMMMS8BMMMO7H<WsaaMMW

«mi

Him Maw 

WMM MM (DM) IM

ii

'Mina

lUflHMI IlDMMIIMfWMMW KMUHMMM

IVtfl 

• I'M 
HU

NSC
Wt*
WM

irw
W'Mf
If-H*

UM
on

i/mm

in
**81

St) "Ml

Ml
«n
«»«'•

mi
mi

mt
mt
mt

■HI
mt
mt

mt
®*t

ftl
Ttll

rm

VMM IV
rew 0 
im n

■WfMU 

**«<"I

*1
•I

»- 

5

■* R
a '

■ * "I j
j .

?

i
a ' * «mm m

IH/VMI) IDlin IMlHrM(«wwn) iomhm mhhm

nt
SMMII IX12VM IM l|)W MW IW

(«WHfW| *S **tm WH Mi) n MMVM # MSI ms MM M SHMUTWfTO MMCSMWf

z.
}{



s c i ' i  o i  • n u i _ c * 4 i - h t ir , .  , » - * o - w  c..-,3ri-i > C C I T T  a 2 ; n i- «

:.•• :S 'M ;•>■:* *.•'£<« _A, Vf*r 2S!-i!:( ».:j. :
I

$

ATTACHMENT B

CALCULATIONS .FOR CKI.TOE OfL gTORAOE TANKVHNTTNn

s 00443

«fr
t



C
 i : 

*
 

H
i-

r I

.
V
-
 
;2 

••=€

; 
9-18-90 

£
:3

9
P

m 
;

aSJ-3*S6
30 -}£956261-*

c
c

it
t

 
5

3
;a: 

S. :
£
'
1
3

-:F
i:i 

n
i
l

iii 
*

iii! I

H
i
 
n
 
r
i

i
n

9
 

a

•i
I1!
iniji
1

1
 
m

m

Jj 
ii!

H
i

I 
ii 

!
1

I 
a

! 
I* 

* h
9

H
i
l
l
......

nun 
iiiiiiiiiiiii

miiiiiiiiii

-
e

*
a

*
B

=
c

s
%
 
*
 5

 5
 31 %

 
«
 
*
 
fi 

*
 
«
 
*
 
"
 
"
 
*
 
-
 
*

18
II

}iii Ii!IiiiiiI
f

ii
a 

i
i 

Is 
-

hi if
i |i3|H

!?
iliijii j!
i I ii. i



.\> :i to *,-qsw» .38^5

A T T A C H M E N T  C

c f f i i f l A n Q K j L ^  q a s j n g e n e r a t o r s

(Uitaf Wuto Om Flow Raw u Cxpadty Limisiflg Ftoor)

#

:

.
I

»>  u ^ ; R i o

'•ES'il

S 00445



r-H
a
nu * < 

H- «

mnaim iu miinm mn m mm m 'mm iuw« stsm m ■tnuwi ran artim mt nt mm. u* 
t»M« mm tMiw 't vi rmn 'mttmmm m « mim m bihi—j m mmm M ^ * im iwi mm nrasn w 

< ««« • ’*• Mt—mjuw «m nw» hw dm i nnnM m wmw imri homim mm mm *n 'a» *m <c» 
sisn neriM meewmi evieAi •« es/ac/i wee «wm* saeeum me nw ® »WBW « M*e m *sw w eew* i»* W 

mmMMisnuffUtnawanM'tMvnatm jntMMttMMtnMriiMnMiaw**} (U

u n u

;s

frM
- ^ E»

g v

;
t i

«•»
«>

Wt

ai
«•*
ui

WUt

im

»«»

im
*rra

wn

art
«#

Mt

mt* ;mM

(nrami (tram mntn

rat
HI

nt

Ml

•£*1

me
trre

tct«

rats
rate
rate

W4

nt
vri

m1< *
i

MlM

Mt

MWt
Wit

«TB

artm«ruratWla-o*-«Ml

mmeruratWla«-eJWMIM "•

artm<ruratwtU-W-WJW*m|3M m

•amaramWfMB MM WMI

NMraw

CWMMt 1MR IS*MM•ran

mmxmmMMNm> raraiMN ira

«ntmtetrasact3IHM-CKjuiiiim *g

WlmruecutmmraCl-N-K•»

CWOt~mcutra mbn-nnJtVffWMf W*

i tsmt raw <sm* mi

Ml
wet

wet

Mt

itwe
itri
«r«8«t Wt

* J
iimw^i m

wwnit m sum

n m

1 R 
J • 
f n*

I k

tmn

OMIM aittM(nitmn ictwh mum

mmi (OmnMUSWilM raw

(wtajnfM <MM *J> MIMHI «M MMIMW M1MOT

# i .MSBi.:-■-. ... .

________________________________



3C.ti I a> • rxJLUhtiU & n*-cr i

,V< 12 -H
i y - l a - y o  * : 4 i P M  ;  3 C ^ 9 S 6 £ 6 1 - *

ALASKA -PU :K?) ’SI M M

AfTACHMENT D

c a l c u l a t i o n s  f o r  v m t  w a s t e  o a s  i n c i n e r a t o r s

(U*ta| H e & t  R a m  &» C & p a d t y  Lirnlring Factor)

«►
s

C C I T T  G 3 I H 1 8  

3 , • *, ’

00447



sm »tm  otttuiim m  n ---- in* m m  im tkm rniu
( M U M  M M M 1 )  U M M M I UMWlto MM<4| (HMvtt)

H d  D t t M U l )  M l  KM4II H I M

UUUt <A£ MCMOUUMK

■ft? Ma (ft

« M  I f t W M M M M  fid iMca m ( M i *.M0 A.2U M i l M U L n n.tt U9.ll C.M 2.
t o  t o k M i b r H M M  0 0 •Jit M e n u fi.ea* • J M •JOB *21 w . » lff.ll M t 2.
-Cm  t o l o M t o  _ M t * 2to «K J u c BlC M U M M M •Jtt I M H . M m.fti M t 2.

M i  M i  W M  M t  H I M M  I B U H

< I W B B »  K I B M 9  «UH4> O M A R

Cm  tetlMtwr

fl-Uti 
H-tClC 
M M M

•.vac
•.k m

M H

H U
M U

IS.)

4*4.4

4 1 U

« I U

M H  * ft,y» t J C

• M l
•.CM

9 M  a4.42 

•Mr 1 U 2

42/.4B
422.44

427.41

2.1»
«.n

z.i»

4.1

4.1

4.1

* r  w w w i M B  W l

tans i m  b u m n m « a
*

to

t o  t o t o s i t Sft-M-U X M u r . M U S 2.IS

Cm  h t b w H f » » « u t t u t & 9 M U S t w

• w  torlBBfBU* h m -m : Uft t u t I V J I u s M B

(II M  H U  C M  M M  I j a a w / M  M U M  IV I M S  U P W M M M ,  fMI B K  H M I  W I I C M M  M B
( D  m m  o h m  m  m m  c m  o m i m m  ew am u e  uam rm m  m m  n k .  CK-ttt, « w  &*, m i ,  u m i  i , m )
tit M .  m  mac mmmtm  m a ma m m m m w  m m m c  i m m m  w m  — u »  m m  b c m m m  ■ r t m a m . i

W t f t H n t K M  M S U M W t o - 4 2  M  M M B W  ------------ ----IM « M m ,  Im U 1.4 1. M M *  H N I C W
|4> M U  MS iUC I M K M M  B*tt& CMOB.SSI* M  >* > !■ M M M  MU, M b  Mil M S  M M  M U I W  M B  H T I U H M  
(V) U4 n m  M M  t«Ml M M U  «  I I— g  Hid M M I I  Nft I K M W U B  » MS* M4 « lltut n, I/W^. S 00448



E X H I B I T  B  T O  C O M P L I A N C E  O R D E R  B Y  C O N S E N T  - L I Q U I D  F U E L  F I R E D  G E N E R A T O R

1 )  Pum p  s t a t i o n  # 6

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  F  
40 -  59  d e q  F  
20 -  39  d e g  F  

0 - 1 9  d e g  F
- 2 0 ------ 1 d e g  F
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 8 0 0
2 8 . 4 0 0
2 9 , 8 0 0
3 1 , 2 0 0
3 2 . 4 0 0
3 3 , 6 0 0

g r e a t e r  t h a n  3 3 , 6 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

2 )  P um p  s t a t i o n  # 7

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59 d e g  F  
40  -  59  d e g  F  
20  -  39  d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F
- 4 0 ------ 21 d e g  F

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 8 0 0
2 8 . 4 0 0
2 9 , 8 0 0
3 1 , 2 0 0
3 2 . 4 0 0
3 3 , 6 0 0

g r e a t e r  t h a n  3 3 , 6 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o



D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

$

3 )  Pum p  s t a t i o n  # 8

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  
40 -  59 d e g  F  
20  -  39 d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 8 0 0  
2 8 , 2 0 0  
2 9 , 6 0 0  
3 1 , 0 0 0  
3 2 , 2 0 0  
3 3 , 4 0 0  

g r e a t e r  t h a n  3 3 , 4 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

4 )  P um p  s t a t i o n  # 9

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A n b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  F  
40  -  59  d e g  F  
20  -  39 d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 2 0 0
2 7 . 8 0 0  
2 9 , 1 0 0  
3 0 , 4 0 0  
3 1 , 7 0 0
3 2 . 8 0 0  

g r e a t e r  t h a n  3 2 , 8 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o

2



D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

5 )  Pum p s t a t i o n  # 10

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59 d e g  F  
40  -  59  d e g  F  
20  -  39  d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 5 , 5 0 0
2 6 , 8 0 0
2 8 , 2 0 0
2 9 , 4 0 0  
3 0 , 7 0 0
3 1 , 8 0 0  

g r e a t e r  t h a n  3 1 , 8 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

6 )  Pum p  s t a t i o n  # 12

B a s e d  o n  a  l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A n b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59 d e g  F  
40 -  59  d e g  F  
20 -  39 d e g  F  

0 - 1 9  d e g  F
- 2 0 ------ 1 d e g  F
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 0 0 0
2 7 . 8 0 0
2 8 . 8 0 0  
3 0 , 1 0 0  
3 1 , 3 0 0
3 2 , 4 0 0

g r e a t e r  t h a n  3 2 , 4 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l



q u a n t i t y  o f  f u e l  b u r n e d  in e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  day. 
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  to 
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  fuel 
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .



E X H I B I T  C TO COM PL IANCE  O R D E R  BY  CONSENT
GENERATORS

GAS FU ELED

1) P u m p  s t a t i o n  # 1

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  8 6 3  B r i t i s h  T h e r m a l  U n i t s  p e r  
c u b i c  f o o t  o f  g a s ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  on  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59 d e g  F  
40 -  59 d e g  F  
20 -  39 d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

T h o u s a n d s  o f  c u b i c  f e e t  
t o t a l  p e r  d a y

4 , 0 5 6
4 , 2 9 6  
4 , 5 1 2  
4 , 7 0 4  
4 , 8 9 6  
5 , 0 4 0  

g r e a t e r  t h a n  5 , 0 4 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
pum p s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .
On o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  f u e l  b u r n e d  f o r  t h e  d a t e
w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

2 ) Pum p  s t a t i o n  # 2

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  8 6 3  B r i t i s h  T h e r m a l  U n i t s  p e r  
c u b i c  f o o t  o f  g a s ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  F  
40 -  59 d e g ' F  
20  -  39 d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

T h o u s a n d s  o f  c u b i c  f e e t  
t o t a l  p e r  d a y

3 , 9 8 4
4 , 2 0 0  
4 , 3 9 2  
4 , 6 0 8  
4 , 8 0 0  
4 , 9 4 4  

g r e a t e r  t h a n  4 , 9 4 4

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
pum p s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l
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3 )  P um p  s t a t i o n  # 3

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  8 6 3  B r i t i s h  T h e r m a l  U n i t s  p e r  
c u b i c  f o o t  o f  g a s ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

c o n s u m p t i o n ,  and the d a te, t e m p e r a t u r e  a n d  fuel b u r n e d  for the date
w i t h  the h i g h e s t  fuel b u r n i n g  r a t e  d u r i n g  the m o n t h .

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  F
40
20
0

- 2 0
- 4 0

59 d e g  F  
39 d e g  F  
19 d e g  F  
- 1  d e g  F  
- 2 1  d e g  F

l e s s  t h a n  - 4 0  d e g  F

T h o u s a n d s  o f  c u b i c  f e e t  
t o t a l  p e r  d a y

3 , 8 4 0  
4 , 0 8 0
4 , 2 9 6  
4 , 4 8 8  
4 , 6 5 6
4 , 8 0 0  

g r e a t e r  t h a n  4 , 8 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  1 0 t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  f u e l  b u r n e d  f o r  t h e  d a t e  
w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

4 )  Pum p s t a t i o n  # 4

B a s e d  o n  a  l o w e r  h e a t i n g  v a l u e  o f  8 6 3  B r i t i s h  T h e r m a l  U n i t s  p e r  
c u b i c  f o o t  o f  g a s ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
;j|aily a v e r a g e

g t f i a t e r  t h a n  59  d e g  F
40
20

0
- 2 0
- 4 0

59 d e g  F  
39  d e g  F  
19  d e g  F  
- 1  d e g  F  
- 2 1  d e g  F

l e s s  t h a n  - 4 0  d e g  F

T h o u s a n d s  o f  c u b i c  f e e t  
t o t a l  p e r  d a y

3 , 6 7 2
3 , 8 4 0
4 , 0 5 6  
4 , 2 4 8  
4 , 4 1 6  
4 , 5 8 4  

g r e a t e r  t h a n  4 , 5 8 4

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l
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c o n s u m p t i o n ,  and t h e  d a t e ,  t e m p e r a t u r e  a n d  f u e l  b u r n e d  for the da t e
w i t h  the h i g h e s t  fu e l  b u r n i n g  ra t e  d u r i n g  t h e  m o n t h .




