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Joint House Judiciary and Resources Committee Hearing 
DNR Permitting Issues 

Monday, December 01,2008 

House JUdiciary Members confirmed: Rep. Rarnras, Chair; Rep. Dahlstrom, 
Vice-Chair; Rep. Coghill; Rep. Lynn; Rep. Samuels; Rep. Gruenberg (via 
teleconference) 

House Resources Members confirmed: Co-chairs Rep. Johnson and Rep. Gatto; 
Rep. Seaton; Rep. Wilson; Rep. Kawasaki (via teleconference) 

Tentative format for invited testimony: 

Mr. Danny Davis, Escopeta Oil Co., Ltd. 

Mr. Bruce Webb, Aurora Gas 

Mr. Craig Haymes, ExxonMobil Corporation 

Alaska Department of Natural Resources: 
Commissioner Tom Irwin 
Deputy Commissioner Marty Rutherford 
Director Kevin Banks, Oil & Gas Division 
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Debra Higgins 

From: 

Sent: 

To: 

Cc: 

Subject: 

Bruce D Webb [bwebb@aurorapower.comj 

Thursday, December 04, 200B 10:39 AM 

Rep. Jay Ramras; Rep. Craig Johnson; Rep. Ralph Samuels; Rep. Nancy Dahlstrom; Rep. Paul Seaton; 
Rep. Bob Lynn; Rep. John Coghill; Rep. Carl Gatto; Rep. Max Gruenberg; Rep. Peggy Wilson 

'Escopeta Oil'; Vlado@Pacenergy. Com; 'Joe Kilchrist'; 'Darren Katic'; Marino, Anthony C.; 
nickstepo@gmail.com; stevepna@hotmail.com; resources@akrdc.org; jbrune@akrdc.org; 
cportman@akrdc.org; dcrockett@akrdc.org; gsmith@alaskaalliance.com; info@alaskaalliance.com; 
tim.bradner@alaskajournal.com; melissa.campbell@alaskajournal.com; pdougherty@adn.com; 
scockerham@adn.com; jwright@adn.com; dhulen@adn.com; mzencey@adn.com; fgerjevic@adn.com; 
rshinohara@adn.com; bwhite@adn.com; wloy@adn.com; 'Sluemink, Elizabeth'; rmauer@adn.com; 
ddonkel@cfl.rr.com; Rick in Fairbanks 

FINALLY, the DENIAL of the Corsair Expansion 

Attachments: DENIAL Corsair Appeal of unit expansion 12.03.0B.pdf 

Dear Representatives, 

Apparently your hearing had little to effect on the Cook Inlet's ability to get a jack-up drilling rig, increase production, or supply 
hundreds of local jobs. 

Rep. Ramrus asked Irwin ''what if you had to make a decision?" Well he did. The same old story .... "NO!" 

Attached is the DENIAL of the Corsair Unit Expansion Appeal that had sat on his desk for six months. If he (they) knew the 
answer was going to be no, why did they wait so long? 

IT IS A SAD STATE OF AFFAIRS WHEN APPOINTED STATE OFFICIALS IGNOR THE VOICES OF THE PEOPLE OF 
ALASKA AND THEIR ELECTED REPRESENTATIVES. 

Instead of just sitting there rolling their eyes and looking at the floor, they might as well have just spat in your face. 

I am disgusted with this administration. It is time for a house cleaning. Seriously, as a life-long, loyal Alaskan, this makes me 
sick. 

I hope Pacific Energy takes this to the Superior Court where they can get fair, unbiased treatment. 
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I. INTRODUCTION 

Pacific Energy Resources Limited (PERL), the Corsair Unit (Unit) operator, filed an 
application for the First Expansion of the Corsair Unit (Application) with the State of 
Alaska Department of Natural Resources (DNR), Division of Oil and Gas (Division), on 
March 26, 2008. On April 30, 2008, the Division Director denied the Application 
(Decision). On May 16, 2008, PERL appealed the Decision to the DNR Commissioner. 

PERL asserts, among other things, that approval of the Application best serves the State's 
and public's interest, as well as PERL's, by preserving its ability to explore and develop 
the entire Unit structure as the sole working interest owner, and that "fragmentation of 
the Corsair structure into unitized and non-unitized parcels with different working 
interest owners would ultimately result in a waste of both economical and physical 
resources." PERL also maintains that approval of the Application and the proposed 
Expansion Plan of Exploration (POE) would result in the leases being drilled sooner than 
on a lease-by-Iease basis. Finally, PERL asserts throughout its appeal that without the 
expansion leases, delivering a jack-up drilling rig to Cook Inlet, as required under the 
Unit's Initial POE, as amended, would be uneconomic. 

II. SUMMARY OF DECISION 

I affirm the Decision denying the Application as not in the public interest because it does 
not promote I) the conservation of natural resources and 2) the prevention of economic 
and physical waste any more than non-unitized development of the individual leases, and 
3) does not provide for the protection of all parties of interest, including the State. 11 
AAC 83.303. 

PERL submitted the Application just 42 days before the leases would expire, proposing 
expansion of the Unit as an oil play and delays to the existing work commitments. PERL 
states that it had not fully assessed the economic feasibility of the work commitments it 
agreed to when it assumed and accepted designation as Successor Unit Operator. The 
State's interest is not served by the unitization of soon-to-expire acreage, especially when 
an operator has not fulfilled its existing POE work commitments. DNR must be able to 
rely on commitments made by unit operators. When it assumed Unit operatorship, PERL 
committed to submit a jack-up rig contract to DNR by December 31, 2007, and bring a 
jack-up rig to Cook Inlet to drill for gas in the Unit by December 31, 2008. PERL 
defaulted on its rig contract deadline commi tment and DNR has already extended the 
drilling deadline to June 30, 2009. Now, as part of the Application, PERL seeks to 
further delay well drilling in the Unit until December 31,2009. 

III. BACKGROUND 

The Unit, formed effective January 31, 2007, is located in the center of upper Cook Inlet, 
approximately 12 miles southwest of North Cook Inlet Field. The existing Unit area 
covers approximately 10,185 acres including four State of Alaska oil and gas leases. The 
Unit's Initial five-year POE required Forest Oil Corporation (Forest), the original Unit 
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Operator, to, among other things, I) provide a drilling rig commitment by December 31, 
2007, 2) drill an exploration well by December 31, 2008, 3) seek participating area 
approval before January 31, 2010, 4) consider drilling a second exploration well before 
January 31, 2011, and 5) seek plan of operation approvals for pipeline and facilities 
construction, before January 31, 2012, to permit commercial gas production from the 
Unit. 

On August 27, 2007, PERL acquired 100 percent of the working interest in the Unit 
leases from Forest. On November 6, 2007, the Division approved the assignment of 
Forest's lease interests PERL. On November 14, 2007, Forest resigned and designated 
PERL as Successor Unit Operator. On November 26, 2007, PERL "accept[ed] and 
assume[d] all rights and obligations as Successor Unit Operator .... " The Division 
approved PERL as Unit Operator on December 19, 2007. 

On December 4, 2007, before the Division approved PERL as Unit Operator, PERL 
requested that the Division delay all the Initial POE commitments by one year, so that, 
for example, the drilling rig and initial exploration well commitments would be delayed 
to December 31, 2008, and December 31, 2009, respectively. These initial requests to 
delay were denied because PERL was aware of these obligations when they acquired this 
asset and committed to DNR that they would be able to meet the existing deadlines when 
they asked the Division to approve the assignments and accepted Successor Operatorship 
of the Corsair Unit. 

PERL failed to fulfill the December 31, 2007, commitment to provide evidence 
satisfactory to the Commissioner of a rig contract that would enable PERL to meet the 
December 31, 2008, well drilling requirement set out in the Initial POE. Thus, on 
December 31,2007, the Director defaulted the Unit and demanded, as a cure, that PERL 
provide evidence of a rig contract by April I, 2008. 

On January 4, 2008, PERL again requested that the Division delay the initial well drilling 
commitment by one year-until December 31, 2009. 

On January 29, 2008, the Division extended the well drilling commitment by six 
months-until June 30, 2009, subject to PERL curing the drilling rig commitment by 
April I, 2008, as set out in its December 31, 2007, default decision. PERL submitted a rig 
contract on March 14, 2008, thereby curing the default. 

PERL filed the Application with DNR on March 26, 2008. It proposed an expansion of 
the Unit to include four additional State oil and gas leases, ADLs 389513, 389514, 
389507, due to expire on April 30, 2008, and 389923 due to expire on December 31, 
2008. The proposed expansion would add approximately 16,546 acres to the Unit. 
PERL holds 100 percent of the working interest in the existing Unit leases, as well as the 
leases proposed for expansion. The Application included a revised Plan of Exploration 
(Expansion POE), Exhibit G to the Corsair Unit Agreement (VA). In the Expansion POE 
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PERL proposed to drill three wells by December 31, 2009, and retain the other work 
commitments as set out in the Initial POE. 

On April I, 200S, the Division approved a rig contract submitted by PERL on the 
condition that, among'other things, it provide a copy of a signed heavy lift vessel contract 
to the Division by July 31, 200S. 

On April 30, 200S, the Division issued the Decision, which denied the expansion based 
on the following points. 

1. No drilling had occurred within the primary term of the proposed 
expansion leases. 

2. PERL will neither fulfill the Initial POE drilling work commitment 
by December 31,2008, nor has it yet fulfilled the June 30, 2009, 
drilling commitment. 

3. Unitization is meant to facilitate efficient reservoir production, not 
to enable warehousing of acreage. The proposed Unit expansion 
will not guarantee delineation and production of the identified oil 
prospect sooner than lease-by-Iease development. 

4. Unitization is not necessary to promote the development of a single 
resource by multiple working interest owners, because there is only 
one working interest owner, PERL, in the Unit and the proposed 
expanded Unit. 

5. The Expansion POE would extend the Initial POE, as amended, 
June 30, 2009, drilling date until December 31, 2009. This is an 
unacceptable delay in drilling the Unit's prospects. 

The Appeal, submitted on May 16, 2008, included supplemental confidential 
geophysical, geological, and engineering data. PERL did not request an extension for the 
submission of additional material and it did not request a stay of the Decision under II 
AAC 02.030(t). Despite the fact that it had submitted an acceptable drilling rig contract 
on March 14, 2008, which cured the Unit default, PERL now asserts throughout the 
Appeal that it would be uneconomic to deliver a jack-up rig to Cook Inlet and drill an 
exploration well in the Unit without the expansion leases. 

On July 8, 2008, PERL requested, among other things, that the Division delay the July 
31,2008, heavy lift vessel contract deadline for sixty days. 

On July 22, 2008, PERL clarified that it was seeking the heavy lift vessel contract 
deadline delay for the "existing" Unit leases. 
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On July 30, 2008, the Division approved, among other things, PERL's request to delay 
the heavy lift vessel contract deadline by sixty days. The Division approved the request 
because the delay would not, in its estimation, delay the June 30, 2009, drilling date 
deadline set out in the Initial POE, as amended. The Division also opined that it 
"interprets PERL's vessel contract extension request as a repudiation of its appeal 
argument that delivering a rig is uneconomic with the expansion leases." The Division 
observed that PERL provided no evidence for its assertion that the rig delivery would be 
uneconomic without the expansion leases. 

On September 24, 2008, PERL requested a further delay, until October 31, 2008, of the 
heavy lift vessel contract deadline. The Division again approved extension of the heavy 
lift vessel contract deadline, until October 31,2008. 

On October 31, 2008, PERL· submitted a heavy lift vessel contract. The Division did not 
accept the contract as a fulfillment of the work commitment and effective December I, 
2008, placed the Corsair Unit in default with a default cure period of ninety days. 

IV. DISCUSSION of DECISION CRITERIA 

The Appeal's title indicates that PERL seeks to both appeal and request reconsideration 
of the Decision. But, the text of the submittal refers to an appeal. Under II AAC 
02.010(g) a person may not both appeal and request reconsideration of a decision. II 
AAC 02.010(e) applies here because the Commissioner did not sign or cosign the 
Decision. In a June 16, 2008, letter, DNR acknowledged acceptance of the Appeal. 

AS 38.05.020(b)(4), AS 38.05.180(p), and Article 13.1 of the UA give the DNR 
Commissioner broad authority to consider an oil and gas unit expansion. See Exxon 
Corporation v. State of Alaska, 40 P.3d 786 (Alaska 2001). 

I review unit expansion applications under the criteria set out in II AAC 83.303 (a) and 
(b). As set out below, I affinn the Decision denying the Application as not in the public 
interest because it does not promote I) the conservation of natural resources and 2) the 
prevention of economic and physical waste any more than non-unitized development of 
the individual leases, and 3) does not provide for the protection of all parties of interest, 
including the State. My discussion of the subsection (b) criteria, as they apply to the 
Appeal, is set out directly below, followed by a discussion of the subsection (a) criteria. 

A. Decision Criteria considered nnder 11 AAC 83.303(b) 

1. The Environmental Costs and Benefits of the Expansion 

Unitization is not required to drill wells, produce hydrocarbons and build infrastructure. 
Lease terms may be extended by production without unitization. Unitization may lessen 
environmental risks by reducing redundant facilities because it often unites multiple 
owners of a common resource and promotes the sharing of the cost and ownership of drill 
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rigs, facilities, and infrastructure, thereby reducing the environmental impact of 
redundant facilities. 

PERL has proposed expanding the Unit, which was formed as a gas prospect, to include 
an oil prospect and to shift the primary target from gas to oil. In this case, PERL holds 
100 percent of the working interest in the prospect that it now describes as an oil prospect 
underlying the Unit and the four leases proposed for expansion. 

Expansion would probably not create an additional environmental risk because PERL 
would be the sole Operator on the prospect. Without approval, the proposed expansion 
leases expire and another lessee could obtain the acreage at the next lease sale. This 
would result in multiple owners of the oil prospect described by PERL. The cost of a 
drill rig would most likely be shared by parties interested in using it; unitization is not 
required for multiple owners' to contract to share costs for exploring acreage. It is highly 
unlikely that lessees would bring multiple rigs to Cook Inlet because the redundant 
expense would not be in their financial interest. 

2. The Geological and Engineering Characteristics of the Reservoir and Prior 
Exploration Activities ofthc Corsair Unit Area 

Corsair Expansion Prospect 

The January 31, 2007 approval of the fornmtion of the Corsair Unit provides an in depth 
discussion of the Corsair prospect as does the Decision. Both decisions reference prior 
exploration activities in the area, mostly focused on the work by ARCO which referred to 
the greater geologic trend called Sunfish of which the Corsair prospect is a part. In 
considering the Corsair Unit Expansion application, DNR summarized the Corsair Unit 
prospects: 

The Corsair Unit as currently configured contains two types of 
hydrocarbon prospects. The primary target consists of Sterling and Beluga 
gas sands; a secondary target is the deeper Tyonek oil sands. In the acreage 
under consideration for expansion (both northern and southern leases) only 
a single hydrocarbon target is viable, the Tyonek oil sands. Maps provided 
by PERL show the expansion acreage underlain by oil-bearing sandstones 
of the Tyonek Formation. The gas cap located in the crestal region of the 
anticline is absent in both the northern and SOUtllern expansion acreage. 

The existing unit overlies the crest of a geologic structure closed at all levels of economic 
interest. This is commonly referred to as the SRS structure. The expansion area is 
restricted to the SRS structure and adds acreage structurally low to the existing unit. A 
saddle exists between this structure and the North Cook Inlet structure to the northeast. 
Five wells have been drilled on the SRS structure by various operators from 1962 to 
1993. These wells had numerous oil and gas shows throughout tlle Kenai Group as well 
as drill stem tests which recovered both oil and gas. 
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Under II AAC 83.306 (4) the applicant must provide the following in order for the 
division to deem an application complete: 

(4) all pertinent geological, geophysical, engineering, and well data, and 
interpretations of those data, directly supporting the application; 

The commissioner must consider the geological and engineering characteristics of the 
potential hydrocarbon accumulation or reservoir proposed for unitization, 11 AAC 
83.303 9b) (2). The Division deemed the Application complete effective March 26, 
2008. 

Under 11 AAC 83.395. Definitions: 

(5) "potential hydrocarbon accumulation" means any structural or stratigraphic 
entrapping mechanism which has been reasonably defined and delineated through 
geophysical, geological, or other means and which contains one or more intervals, zones, 
strata, or formations having the necessary physical characteristics to accumulate and 
prevent the escape of oil and gas; 

The geological and geophysical data provided with the application, although complete, 
do not support the structural mapping on which the extent of the potential hydrocarbon 
accumulation is based. Therefore the proposed hydrocarbon accumulation has not been 
reasonably defined or delineated and does not justifY expansion of the Corsair Unit. 

3. Plan of Exploration and Development for the Proposed Expanded Corsair Unit 

The Initial POE, as amended on January 29, April 1, and July 30, 2008, requires PERL 
to, among other things, submit a heavy lift vessel contract by September 29, 2008, deliver 
a jack-up rig, and drill an exploration well in Cook Inlet by June 30, 2009. This well 
drilling date represents a Division-approved six-month extension to the Initial POE, 
which required drilling by December 31, 2008. Under the Expansion POE, PERL sought 
a further six-month delay to the well drilling cOITllnitment until December 31, 2009. In 
its Appeal, PERL asserts that it is not requesting an extension of the June 30, 2009, date 
for the initial exploration well, but the language of the Expansion POE belies that 
assertion-"[b]y December 31, 2009, the Unit Operator will drill three (3) Exploration 
wells .... " 

The State approved the Unit because Forest committed to deliver a jack-up drill rig to 
Cook Inlet and drill a well on a natural gas prospect in less than two years from the 
effective date of unitization. The potential benefits the State would reap from the 
delivery of a jack-up to Cook Inlet outweighed the risk that the operator would fail to 
develop the leases because of known geologic and economic risks. The Initial POE 
committed Forest and PERL, when it "accept[ed] and assume[d] all rights and 
obligations as Successor Unit Operator . . . ." on November 26, 2007, to drill by 
December 3 I, 2008, or the Unit would automatically tenninate and all the leases would 
return to the State. Thus, the acreage, upon Unit termination, would immediately return 
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to the State effective January I, 2009, well within the required time for the acreage to be 
listed as available in the May 2009 Cook Inlet Sale (May 2009 Sale). 

The expiration date of three of the four Unit leases was April 30, 2007. If the leases had 
expired, rather than being extended by unitization, they would not have been available in 
time to be listed in the May 2007 Cook Inlet Sale, but they would have been listed in the 
May 2008 Cook Inlet Sale (May 2008 Sale). By approving the Unit, and extending the 
lease terms, the State missed the opportunity to receive bids on the leases in the May 
2008 Sale, but exchanged the value of those bids for bid deferment payments set out in 
the Initial POE. If the Operator failed to fulfill the commitments in the Initial POE, the 
unit would terminate and the operator would pay a penalty per acre of expired acreage. 

When PERL accepted and assumed the rights and obligations of Successor Unit 
Operator, it committed to fulfill the duties and obligations in the UA and the Initial POE, 
which contained the commitments Forest promised to uphold in exchange for the DNR 
approval of the Unit. 

In the Expansion POE, PERL again proposes a well drilling date one year later than set 
out in the Initial POE, but also commits to drilling more wells and to pursue oil as a 
primary target instead of gas. The establishment and repeated fulfillment of work 
commitments by operators, as set out in POEs, establishes credibility. The Division has 
approved one six-month extension of the drilling date, as well as extensions of the 
drilling rig contract and heavy lift vessel contract deadlines. PERL now proposes yet 
another extension to drill for oil, not gas. PERL's commitment to drill more wells and 
pursue the structure's oil prospect lacks credibility based on its non-performance of 
existing commitments. 

4. The Economic Costs and Benefits to the State and Other Relevant Factors 

PERL filed an Application to expand the Unit to include leases that were not drilled 
during their primary terms just before they were due to expire, and seeks to further delay 
commitments that it accepted and asswned in the Initial POE. 

The opportunity to promote exploration for gas reserves in Cook Inlet in a short time 
frame with a jack-up rig, which could be used in other parts of the Inlet, was valuable to 
the State when it approved the Unit. Having a jack-up brought to Cook Inlet was the 
benefit the State bargained for when it approved the Unit. The utilities serving 
Southcentral Alaska have not been able to contract for the supplies they need 
prospectively. Discovery and development of additional natural gas reserves soon 
provides enormous benefits and security to the residential, utility, and industrial users of 
natural gas in the region. PERL's Expansion POE would alter and further postpone 
realizing those benefits by targeting oil in addition to gas in the structure and delaying the 
Initial POE well drilling commitment. 

PERL maintains that the optimal development path of the Corsair structure, as they 
describe it, is by a single owner, PERL, performing drilling and evaluation of well results 
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to determine the best location of the next well. PERL maintains that the optimal manner 
in which to test the Corsair structure, as PERL has mapped and described it, is for a 
single owner, PERL, to drill and evaluate the exploration prospect. 

DNR is charged with, among other things, maximizing competition among parties 
seeking to explore and develop the resources; AS 38.0S.ISO(a}(I}(8}. Allowing PERL to 
retain non-producing acreage beyond its primary term, through unitization, decreases 
competition to explore for and develop the resource. The proposed expansion leases, 
without unitization, will expire and be available at the May 2009 Sale allowing for 
maximization of competition for the right to explore within primary term and develop the 
leases. 

Although failure to fulfill the Initial POE, as amended, as well as the proposed Expansion 
POE, would result in bid deferment payments to the State, these payments are not 
intended to be used as a substitute for the sale process and further extension of lease 
terms and work commitments. 

8. Decision Criteria considered under 11 AAC 83.303(a) 

1. Promote the conservation of all natural resources and the prevention of 
economic and physical Waste 

PERL asserts that "[tJhe fragmentation of the Corsair structure into unitized and non­
unitized parcels with different working interest owners would ultimately result in waste 
of both economical and physical resources." Appeal at p. 2. PERL expands on this point 
arguing that I} without the jack-up rig in Cook Inlet no leases or units will be explored 
and produced in Cook Inlet, and 2) re-leasing the acreage would lead to "redundancy in 
facilities, operations and expenditures that would result in economic waste .... and 
physical waste." 

Waste is generally defined as the ultimate loss of oil or gas. Conservation is generally 
the prevention of physical and economic waste. 

PERL argues that expansion would conserve whatever oil and gas there is under the 
existing Unit and expansion leases more than re-leasing the acreage because there would 
be one set of facilities rather than two. This argument is umeasonable. First, it totally 
discounts the chance that PERL may get the leases in the next lease sale. PERL's 
arguments on this point are too speCUlative-it could get the leases back in the next lease 
sale or parties could share the cost of a jack-up rig, as PERL implies, to drill mUltiple 
reservoirs. Given the history here, the likelihood of redundant facilities is remote. 
Second, PERL argues, on the one hand, that if I deny expansion it will not deliver a jack­
up rig and "no" lmilS or leases will be produced in Cook Inlet, and on the other hand, re­
leasing will lead to redundant facilities. Under PERL's theory, if it does not deliver a 
jack-up rig to Cook Inlet, there will be no additional Cook Inlet exploration and 
production; if there is no additional exploration, there cannot be any redundant facilities. 
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Third, redundant facilities may have environmental consequences, but do not necessarily 
lead to the ultimate loss of oil and gas. 

Whether PERL re-Ieases the acreage or not, the cost of a jack-up drill rig will most likely 
be shared by parties interested in using it; unitization is not required for multiple owners 
to contract to share costs for exploring acreage. It would be highly unlikely that lessees 
would deliver multiple jack-up rigs to Cook Inlet because of the excessive expense. 

I agree that without a jack-up rig in Cook Inlet, which PERL committed to deliver when 
it assumed and accepted its duties as Successor Unit Operator, neither the Unit nor other 
offshore leases in the area will be explored and produced. It is my desire that PERL fulfill 
its conunitments to deliver a rig and a drill wells in the Unit. If PERL does not fulfill its 
commitments, the State will endeavor to find another lessee who will deliver a rig for use 
in Cook Inlet. 

DNR questions the validity of any economic conclusions regarding the feasibility of 
pursuing the oil or gas prospect because PERL has not obtained or submitted enough data 
to make those conclusions. PERL first asserted that the project economics without the 
expansion were untenable, then asserted on July 22, 2008 that the project economics were 
sufficient without the expansion leases. Without additional data from a well drilled on the 
structure that PERL describes, DNR cannot determine conclusively whether there is 
resource to conserve. PERL has not obtained or submitted enough data for the DNR to 
concur that the structure underlies one third, all, or none of its leases. 

2. Provide for the protection of all parties of interest, including the State. 

The Unit formation was in the State's interest because it was based upon the Operator's 
(then Forest) commitment to bring a jack-up to Cook Inlet. Forest made this promise 
based on a gas play underlying the four Corsair leases. DNR approved the Unit, even 
though the leases had not been drilled during the primary term, because the operator 
promised to deliver a jack-up rig to Cook Inlet and drill a well less than two years from 
lease expiration. 

PERL assumed Unit operatorship on November 26, 2007, which the Division approved 
on December 19,2007. That approval obligated PERL to fulfill the duties and obligations 
set out in the Initial POE. That plan contained the commitments Forest had promised in 
exchange for the DNR approval of the Unit. 

PERL submitted the Application 42 days before three of the four proposed expansion 
leases were due to expire. Unless the leases were included in a unit by April 30, 2008, 
they would return to the state under their terms. An application to expand (or form) a 
unit requires a 30-day public notice period, which must commence within ten days of the 
application being deemed complete for consideration. 11 AAC 83.3 11. Generally, the 
Division recommends a lead time of at least 100 days before lease expiration to consider 
a unit application. 
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The Application proposed, yet again, delaying the deadline for drilling a well in the Unit. 
PERL proposed an oil prospect underlying the expansion leases that had only been 
mapped the week before, according to PERL. PERL stated that "without the expansion 
leases, the prospect is uneconomical and PERL will not be able to justify the delivery of a 
jack-up drilling rig to the Cook Inlet." 1 agree with the Division that PERL repudiated 
this argument when it sought a two-month delay in the heavy lift vessel contract deadline. 
I, too, expect PERL to deliver a jack-up rig to the Unit in time to drill a well by June 30, 
2009. 

It is not in the State's interest to renegotiate a commitment and extend additional lease 
primary terms through unitization when no work was completed by any lessee during the 
lease primary terms. PERL appears to have not fully and seriously considered the 
commitment it assumed when it purchased Forest's working interests in Cook Inlet, 
accepted Forest's assignment of Successor Operator and received DNR's approval as 
Successor Unit Operator. It is the Operator who must prudently consider and weigh 
commitments before making them; it is not in the States' interest to accommodate late 
planning. 

If the State were to approve the expansion, DNR would effectively provide PERL an 
advantage other nearby leaseholders do not have. The lessee must make a significant 
commitment of resources towards development of leases before the Division will agree to 
a unit expansion. Otherwise, the lessee is using the unitization process as a tool to avoid 
lease expiration and hold acreage out of a lease sale. 

Although PERL may benefit from the extension of its lease beyond its primary term there 
are no additional benefits to the State. Unit expansion will not guarantee delineation and 
production of the prospect sooner than lease-by-lease development by any lessee. No 
drilling has occurred within the primary term of the proposed expansion leases. Approval 
ofthe Unit yielded a potential benefit to the State--jack-up rig delivery and a well within 
two years--although no wells had been drilled in the primary term. 

PERL now seeks to further delay that the well drilling date without any guarantee to the 
State that it will fulfill this its commitment. Alternatively, the State's interest is protected 
by strictly enforcing the obligations under the Initial POE, as amended, with the drill date 
of June 30, 2009. Failure to fulfill the commitment may result in Unit termination, lease 
expiration, and acreage available for competitive bidding. 

V. FINDINGS AND DECISION 

1. No drilling or production has occurred within the primary term of the proposed 
expansion leases. PERL has yet to fulfill its paramount POE commitments-to 
deliver a rig to the Cook Inlet and drill a well by June 30, 2009. 

2. PERL has not presented conclusive geological, geophysical, engineering or economic 
data to support its conclusions that the Corsair structure underlies the expansion 

12 
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leases and that without those leases, pursued as an oil play, the economics of rig 
delivery are infeasible. 

3. Unitization is meant to facilitate efficient reservoir production, not to enable lessees of 
soon-to-expire leases to propose more preferable work commitments. 

4. Unitization is not necessary to allow multiple owners of leases to form contractual 
arrangements that provide for the sharing of costs. 

5. I affirm the April 30, 2008, Director's Decision. 

VI. APPEAL 

This is a final administrative order and decision of the DNR for purposes of an appeal to 
Superior Court. An appellant affected by this final order and decision may appeal to 
Superior Court within 30 days in accordance with the rules ofthe court, and to the extent 
permitted by applicable law. 

Thomas E. Irwin 
Commissioner Date 

13 
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.DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL & GAS 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 
7005 18200003 7408.3620 

Doyon, Limited 
1 Doyon Place, Suite 300 
Fairbanks, Alaska 99701-2941 

DECISION 

NENANA EXPLORATION LICENSE NO.1 
EXTENSION APPROVED 

SARAH PALIN, GOVERNOR 

550 WEST 7TH AVENUE,SUITE 800 
ANCHORAGE, ALASKA 99501-3560 
PHONE: (90;1) 269-8800 
FAX: (907) 269-8938 

October 21, 2008 

Exploration License 
ADL39oo79 

The State of Alaska, Department of Natural Resources, Division of Oil and Gas (Division) 
issued the Nenana Basin Exploration License No.1, ADL 390079, effective October 1, 2002, 
with a seven-year primary term. The current licensees are Doyon, Limited (40%), Usibelli 
Energy, LLC (40%) and Arctic Slope Regional Corporation (20%), The license is due to expire 
September 30, 2009. 

On June 25, 2008, Doyon, Limited, as notification lessee, requested that the license term be 
extended to ten years as allowed by law. The original work commitment has been met; however, 
due to unforeseen circumstances, the licensees were not able to accomplish additional 
exploration as plrumed. 

On September 15, 2008, the Division invited publicconiment on the proposed license extension 
pursuant to public notice statutes ruId regulations. Comments were to be received by no later 
than 5:00 p.m. October 15, 2008. The Division received two comments, one from the 
Department of Fish and Game and the other from the Resource Development CounciL Both 
agencies' comments were favorable to the extension. 

After consideration of the case file and public comments, the Division hereby grruIts the three 
year term extension for Nenana Exploration License No. 1 with a new expiration date of 
September 30,2012, The licensees must provide the Division with all data obtained to date aJld 
during the extended period. When the decision becomes final, the casefile records will be 
updated without further notice. 

A person affected by this decision may appeal it, in accordrulce with I I AAC 02. Any appeal 
must be received within 20 calendar days after the date of "issuance" of this decision, as defined 
in I I AAC 02.040(c) and may be mailed or delivered to Tom Irwin, Commissioner, Department 
,of Natural Resources, 550 W. 7thAvenue, Suite 1400, Anchorage, Alaska 99501;-faxed to 1-907-

"Develop, COl/serve, al/d EI/hallce Na/llral Resoltrces for Presell/ al/d FIt/w'e Alaskalls. " 
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Division of Oil and Gas 
ADL390079 

Page.2 of2 

269-8918, or sent electronic mail to dnr _ appeals@dnr.state.ak.us. This decision takes effect 
immediately. If no appeal is filed by the appeal deadline, this decision becomes a final 
administrative order and decision of the department on the 31 " day after issuance. An eligible 
person must first appeal this decision in accordance with II AAC 02 before appealing this 
decision to Superior Court. A copy of I I AAC 02 may be obtained from any regional 
infonnation office of the Department of Natural Resources. 

Kevin R. Banks 
Acting Director 

cc: Arctic Slope Regional Corporation 
Usibelli Energy, LLC 
Alaska Department of Fish and Game 
Resource Development Council 
Mari Montgomery, University of Alaska 
Bruce Phelps, Division of Mining, Land and Water 
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Chapter One: Executive Summary 

C. Current and Projected Uses 
The Cook Inlet area's abundant moose, black and brown bear, caribou, and waterfowl, and many fish 
species form the resource base for subsistence, sport, commercial, personal use, and educational 
harvest activities, which are integral to the history and culture of the area, as well as contributing 
significantly to the economy. Residents and visitors use the area extensively for recreation and 
tourism. Other abundant natural resources support timber, agriculture, mining, and oil and gas 
industries . 

. D. Oil and Gas in Cook Inlet 
The proposed Cook Inlet lease sale area has low to moderate petroleum potential, based on factors 
including geology, seismic data, exploration history of the area, and proximity to known 
hydrocarbon accumulations. Cook Inlet is a mature, producing petroleum basin, which has had 
extensive exploration and development over the past 40 years. The area continues to be of interest to 
the petroleum industry, with annual oil production of6 million bbls (barrels) and annual gas 
production of 196 Bcf (billion cubic feet) in 2006. 

Oil and gas activities proceed in phases; each subsequent phase's activities depend on the completion 
or initiation of the preceding phase. During the lease phase, the first step in the process of developing 
the state's oil and gas resources after the best interest finding process, the state conducts competitive 
areawide sales of oil and gas leases, offering for lease all available state acreage within the sale area. 
An oil and gas lease grants to the lessee the exclusive right to drill for, extract, remove, clean, 
process, and dispose of oil, gas, and associated substances; however, a plan of operations, subject to 
a myriad of regulatory authorities and permits, must be approved before any operations may be 
undertaken on or in the leased area. In the exploration phase, information is gathered about the area's 
petroleum potential by examining surface geology, researching data from existing wells, performing 
environmental assessments, conducting geophysical surveys, and drilling exploratory wells. During 
the development phase, operators evaluate the results of exploratory drilling and develop plans to 
bring the discovery into production. Production operations bring well fluids to the surface and 
prepare them for transport to the processing plant or refinery. 

Over 5.9 million acres of state land have been leased in 52 state oil and gas lease sales in the Cook 
Inlet area since 1959, generating up to $67.7 million in bonuses received by the state. As of April 
2008, over I million acres were under lease, 483,253 acres offshore and 605,144 acres onshore. 

The location and nature of oil or gas deposits determine the type and extent of facilities necessary to 
develop and transport the resource. However, modem oil and gas transportation systems usually 
include the following major components: I) pipelines; 2) marine terminals; and 3) tank vessels. Oil 
and gas produced in the proposed lease sale area would most likely be transported by a combination 
of these depending on the type, size, and location of the discovery. Because the Cook Inlet Basin has 
produced oil and natural gas since the 1960s, it has a well-developed infrastructure for transporting 
petroleum, especially in upper Cook Inlet. 

The risk of a spill exists any time crude oil or petroleum products are handled. Oil spills associated 
with the exploration, development, production, storage, and transportation of crude oil may occur 
from well blowouts, or pipeline or tanker accidents. Since 1999, there have been 18 crude oil spills 
in the Cook Inlet area of 100 gallons or more from pipelines, platforms, onshore production 
facilities, storage facilities, and marine tankers. Six of these were more than 500 gallons. 

E. Governmental Powers to Regulate Oil and Gas 
All exploration lease activities are subject to numerous federal, state, and local laws and regulations 
with which the lessee is obligated to comply. These government agencies have a broad spectrum of 
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Chapter One: Executive Summary 

authorities to regulate and condition activities related to oil and gas, and their role in the oversight 
and regulation of oil and gas activities differ, although some agencies may have overlapping 
authorities. These agencies include the Alaska Departments of Natural Resources, Environmental 
Conservation, and Fish and Game; the Alaska Oil and Gas Conservation Commission; the U.S. 
Environmental Protection Agency; the U.S. Army Corp of Engineers; the U.S. Fish and Wildlife 
Service; and the National Marine Fisheries Service. 

F. Reasonably Foreseeable Cumulative Effects of Leasing 
and Subsequent Activity 

Potential post-lease activities that could have cumulative effects on the area's habitats, and fish and 
wildlife populations include seismic surveys, construction of support facilities, and drilling and 
production activities. Some potential cumulative effects of these activities include physical 
disturbances that could alter the landscape, lakes, rivers, and wetlands; habitat change; behavior 
changes of fish, wildlife and birds; drawdowns and contamination of groundwater; and 
contamination of terrestrial or freshwater habitats from discharges from well drilling and production, 
gas blowouts, or oil spills. 

Oil and gas exploration, development, and production activities may produce emissions that have the 
potential to affect air quality, including carbon monoxide (CO), nitrogen oxides (NO,), sulfur 
dioxide (SO,), particulate matter-l 0 (PM lO), PM,." volatile organic compounds (VOC), ozone, and 
greenhouse gases including carbon dioxide (CO,), methane (CH4), and nitrous oxide (N,O). 

Oil and gas related activities could result in increased access to hunting and fishing areas due to 
construction of new roads, but this could also increase competition between user groups for fish and 
wildlife resources. Interference with commercial fishing operations is a potential effect. A major oil 
spill could harm fisheries through direct lethal or sub-lethal effects to fish stocks, and could decrease 
resource availability and accessibility for users. 

Although oil and gas activities subsequent to leasing could potentially affect habitats, fish and 
wildlife and their uses, subsistence, air quality, and commercial fishing, measures proposed in this 
preliminary best interest finding, along with regulations imposed by other state, federal, and local 
agencies, are expected to avoid, minimize, and mitigate those potential effects. 

G. Fiscal Effects and Effects on Municipalities and 
Communities 

Alaska's economy depends heavily on revenues related to petroleum development, which totaled 
$4.57 billion in fiscal year 2007. The petroleum industry is Alaska's largest industry, annually 
spending $2.1 billion, including $422 million on payroll and $1.7 billion on goods and services. 
Overall, this spending generates 33,600 jobs, $1.4 billion in payroll, and value added to the Alaska 
economy of$1.8 billion for total output of$3.1 billion. Oil and gas accounts for 12 percent of private 
sector jobs and 20 percent of private sector payroll. The oil and gas industry has the highest monthly 
wage in Alaska, averaging $7,754, 2.8 times higher than the statewide average of $2,798. 

Demand for natural gas in the Cook Inlet area is projected to exceed supply in 2015 unless new 
reserves are discovered and developed, natural gas is transported to the area by a spur line from the 
proposed North Slope pipeline, or LNG is imported. Decreasing supplies of Cook Inlet natural gas 
led to the closure of the Agrium plant in 2007, resulting in the loss of 250 jobs in the Kenai 
Peninsula Borough. The LNG (liquid natural gas) export license and supply contracts were extended 
to 2011, but continued operation of the LNG plant may be jeopardized without long-term proven 
supplies of natural gas. Without increased Cook Inlet natural gas supplies, prices for residential and 
commercial natural gas and for electricity will continue to increase. Between 2000 and 2006, the 
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State denies permit for Point Thomson ice road 

By Tim Bradner 
Alaska Journal of Commerce 

The state of Alaska on Nov. 14 denied a key permit to ExxonMobil for an ice road 
needed for drilling it plans in the disputed Point Thomson gas and condensate field on 
the North Slope, upping the ante in a contentious dispute between leaseholders at 
Point Thomson and the state Department of Natural Resources. 

A statement on the agency's decision was posted on DNR's Web site. ExxonMobil said 
Nov. 17 that it has yet to receive a letter from DNR giving formal notification of the 
decision. Other state and federal agencies have given their approvals for the ice road, 
the company said. 

The company says it will keep working on the project in hopes of resolving a 
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dispute with the state. The dispute with the state involves past work obligations at HtNRY HUB 
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Point Thomson. The state alleges ExxonMobil reneged on commitments and has moved .. 
to cancel leases. The issue is now in the Alaska courts, and settlement talks are " 
underway between the companies and the state. 

"We have the right to conduct drilling activities under terms of the leases. The Point 
Thomson working interest owners are proceeding with the project and the drilling plan 
while we attempt to resolve the dispute with the state," company spokeswoman 
Margaret Ross said. 

ExxonMobil, the operator at Point Thomson, needs a state permit to build a SO-mile 
ice road east from Prudhoe Bay to move a drill rig to the field. Work on the ice road 
needs to begin in begin in November to allow the rig to be moved in time for drilling to 
start in late January or early February. 

If the rig move cannot be done on schedule, it may delay the project because of 
seasonal constraints in moving equipment on the North Slope. Heavy equipment can 
only be moved by land during the winter on the Slope. 

The Point Thomson leaseowners, which include BP, Chevron and ConocoPhillips as 
well as ExxonMobii and a number of minority owners, are planning a $1.3 billion gas 
cycling condensate production project in the field, which is undeveloped. The well 
planned in January is the first of five production wells needed for the project, which is 
to produce 10,000 barrels per day of liquid condensates beginning in 2014. 

Friday's close 
(Most Recent Available) 

.. . In a press release issued Nov. 17 the state called the company's effort to get the 
permit "an effort to force a solution" in the current negotiations over the dispute. 

TOP JOBS 

"Exxon Mobil has been aware for many months that the state did not approve its Currently 
drilling plan. Although ExxonMobii has challenged the state's decisions in court, it is hiring for the following position: FUll 
not in the state's best interests to allow them to proceed until a court determines TIME LPN or MEDICAL ASSISTANT ... 

whether or not the state's actions were proper/' the press release said. More 

3BRI1BA Ross said ExxonMobii believes the leases are still valid. 
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condensates have been discovered at Point Thomson in exploration drilling during the __ mo_ .. _. _______ _ 
1970s and 1980s. Petro 

Marine Warehouse worker needed for 
The field has not been developed to date because of lack of a gas pipeline and busy fuel plant. ·Plant Operater-... More 

technical questions over whether liquid condensates can be produced in a gas cycling 
project. The current project planned by the companies is intended to resolve the Looking 
technical questions, ExxonMobii has said in previous briefings. for a Meaningful Career? A Chance to 
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Point Thomson reservoir pressures are high, at 10,200 
which complicates any development, the company has said. 

pounds per square Inch, 

Tim Bradner can be reached 
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ESCOPETA OIL OF ALASKA 

COOK INLET BASIN - ALASKA PROGRAM 

INTRODUCTION 

Escopeta Oil of Alaska is the 3«1 largest oil and gas leaseholder in the Cook Inlet 
Basin, Alaska. Escopeta has identified four prospects in its 12!l,618-acre 
position with two of these being the missing giants postulated by the U.S.G.S. in 
the Cook Inlet Basin, Alaska, in its Kitchen and East Kitchen prospects. 
Escopeta believes these two prospects will qualify for giant field status, and 
contain significant amounts of oil and gas. 

The East Kitchen and Kitchen prospects are in 70 feet of water six miles north of 
the Kenai industrial complex being the oil and gas sales complex for the Cook 
Inlet Basin. They represent 12 years of work, including stUdies by geologists with 
extensive Cook Inlet experience and, more recently, the reprocessing of over 200 
miles seismic with proprietary technology. 

Escopeta began looking for opportunities in Alaska in 1993 and brought its first 
leases in the state in 1994. The company now owns 129,618.00 acres of state 
oil and gas leases in the Cook Inlet basin. 

Only 4% of oil identified 

u.s. Geological Survey geologists have theorized that only 4 percent of the 
volume of oil that theoretically generated from Cook Inlet source rock has ever 
been identified. 

The Escopeta acreage position at Kitchen and East Kitchen (106,OOO-acres 
contiguous) is just to the east of Middle Ground Shoal and situated directly 
overlying the TertiarylMesozoic depocenter, which generates the oil for the 
northern part of the Cook Inlet Basin. 

There is strong evidence from geological, geophysical and petrophysical analysis 
that these prospects are among the "Missing Giants" postulated by the U.S. 
Department of Energy in the published DOE Report on the Cook Inlet Basin, 
Alaska of 2004. 



ESCOPETA OIL OF ALASKA 

ACREAGE OWNED 

COOK INLET BASIN. ALASKA 

PROSPECT IBID NO. IADL NO. IACRES ISUBTOTAL 
, -

KITCHEN 160 1 389910 5632 , 
KITCHEN 190 I 389185 4655.19 I , 

, 5273~ -
KITCHEN 191 389186 

"-_. 
KITCHEN 193 390546 1640 

- ---
KITCHEN 196 , 390547 2560 
KITCHEN 232 389917 : 5760 ---- --' I --
KITCHEN 233 389918 I 4419 , -- . , 
KITCHEN 234 389919 5586-L --
KITCHEN , 280 389924 5660 I .-, .-
KITCHEN 

, 
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.--. -- . 
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I 389191 
. -

KITCHEN 287 1920 --- - ..... . -- I 
.-_ . 
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I .-

KITCHEN 290 389193 2560 -----.- -- ._- -. 
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-
- . .1.-. __ . 1--
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- -, .-

KITCHEN 281 389925 5682 66,683.26 
; _ 189 r ~~~911 

.. __ . 
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. - _.- --
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--- - ; -- -
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, 
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, ---:-390548 

-. --- --, 277 .~?~ , 
I ._- . 

EAST KITCHEN 282 389926 5760 i -- --, .. ----- ." EAST KITCHEN 199 -'-390731 2760 40,053.56 ---. .. -, -, 
-,~ .. -- -- . 

'~~::I-' -. -
NORTH ALEXANDER 638 389212 
NORTH ALEXANDER' 640 I 389213 
NORTH ALEXANDER'--: - 64--r- . "-- -

389935 5673 • 
NORTH ALEXANDER' -643 

---
390586 576Lr_ 22,882.00 

'.-.. _--- - _. ... .--
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TOTAL : 129,618.82 
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Webb had worked for the Departments of Fish and Game, Community and Regional 
Development, and Natural Resources ... I did some checking and asking around, and I 
can\ find any association with his name and corruption. I am voting for Webb, and the 
chance for new honest blood in Juneau. 

www.oilonline.comlnews/headlines/firms_facesI20080415.F - [Cached Version] 
Published on: 4/1512008 Last Visited: 4/16/2008 

Fox Petroleum Inc. announced the addition of Bruce Webb as a consultant enlisted to 
arrange the permitting of two wells on the Catcher's Mitt prospect in Alaska's Cook 
Inlet.Upon permit approval, the Company plans to drill the two wells during this 
upcoming winter season.In consideration of the various consulting services to be 
provided by Mr. Webb to Fox, we agreed to pay Mr. Webb a non refundable fee of 
US$20,000 and issue 50,000 pre-split restricted shares of the Company's common stock 
upon receipt of the permitting to drill the above noted gas wells. 

"Fox is eager to utilize Mr. Webb's localized knowledge and experience to permit these 
two wells," said Richard Moore, CEO and director of Fox. 

Mr. Webb brings over 20 years of land negotiation, compliance and permitting 
experience, including 13 years with the State of Alaska's Department of Natural 
Resources as a Natural Resource Specialist, Permitting and Compliance and another five 
years with the state's Department of Community and Regional Affairs.A long-time 
participant in the oil and gas industry, Webb's specialty lies in his knowledge of the 
Alaskan permit process and in negotiating acquisitions and farm-ins. 

A life-long Alaskan and well-established member of the business community, Webb is an 
expert on Alaskan land issues, dealing with oil and gas producers, native communities, 
local governments and other regulatory entities.Currently he serves as Manager of Land 
and Regulatory Affairs for Aurora Gas, LLC, President of Webb Petroleum and Vice 
President of Regulatory Affairs for Alaskan Crude Corporation. 

Click here for more of Today's News Headlines 

http://labs.daylife.comljournalist/bruce_webb 
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Exxon states its case for keeping Point Thomson leases 

by Rebecca Palsha 
Monday, December 1, 2008 

ANCHORAGE, Alaska -- State lawmakers are asking questions 
about the feud between ExxonMobil and the Palin administration. 

Exxon told lawmakers Monday evening that the company is 
trying hard to develop the Point Thomson oil and gas field. 

Exxon made its case to hold onto its 
Po;nt Thomson leases. (Kyle But the governor's team says that's a pitch it's heard before. 

StalderjKTUU-TV) 

It all comes down to the Department of Natural Resources and 
the permits the state leases to oil companies. Part of the deal is 
the company has to develop its plot. 

At a joint House Judiciary and Resources Committee hearing, 
Exxon and the oil company Escopeta gave lawmakers a sort of 
sales pitch. 

"If these leases don't get extended, we're not going to have any 
Cra;g Haymes spoke on behalf of Exxon. legal actions, I'll just go back to Texas and drill wells there," 

(Kyle Stalder/KTUU-TV) Escopeta's Danny Davis said. "I'm not here to fight the state, I'm 

Marty Rithetford, Department of Natural 
Resources deputy commissioner (Kyle 

Stalder/KTUU-TV) 

here to work with you guys and rebuild our industry." 

Exxon wants to keep its leases at Point Thomson -- a resource­
rich but long-dormant area just west of the Arctic National 
Wildlife Refuge. 

Craig Haymes with Exxon went through photo after photo 
showing the work the companies have done developing the area. 

"What we're saying is we know we can get a minimum of 10,000 
barrels per day through the facilities," Haymes said. "We're 
designing it for more than that, and we're hopeful when we drill 
these oil wells they're successful, we'll tie them in and produce 
the oil as well." 

But the Department of Natural Resources revoked Exxon's 
leases, saying the company has had chance after chance to get 
the job done, issuing 21 plans of operation going back to 1981. 

"When people don't honor those commitments we also have to 
be good land managers and recognize that sometimes it's gonna 

Danny Davis represented Escopeta (Kyle be the competition that provides for a greater opportunity," said 
Stalder/KTUU-TV) Marty Rutherford, the DNR's deputy commissioner. 

Exxon isn't the only company trying to hang onto its leases. 

So is Escopeta, which loses its interest at the end of the month. For the past seven years the 
company has had the leases six miles north of the Kenai but hasn't developed the area. 

A two-year extension is all the company needs. 

h1t~:~~ww .ktuu.coml global/story .asp ?s=944148 3&ClientType=Pri n tab Ie 12/2/2008 
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"The future of this country is in your hands, not mine," Davis said. "I'm just going to do the job 
I'm supposed to do and maybe I can contribute something. But these decisions are very 
important to this country." 

Lawmakers can't force DNR to back off, but Rep. Jay Ramras says he feels the department is 
holding the state back. Gas prices are high and local communities need help to develop more. 

"I'm exasperated and out of patience, and so are the people of Alaska," he said. 

The state and Exxon are in litigation right now over those leases, and negotiations to try to reach 
a settlement are underway. A decision from the court is expected sometime in the spring. 

Contact Rebecca Pa/sha at rpa/sha@ktuu.com 

., v.brldNow 
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Lawmakers quiz state officials about gas leases 
DISPUTES: Two firms want to start drilling but have been blocked by Alaska. 

The Associated Press 

(12/02/0823: 14:47) 

FAIRBANKS -- State lawmakers want to understand why two energy companies ready to drill for natural gas 
have not received lease-related considerations from the state. 

The state's Department of Natural Resources addressed the issue with two House committees on Monday. 

Exxon Mobil Corp. and Escopeta Oil want to begin drilling on the North Slope and Cook Inlet, respectively, but 
have been blocked over lease disputes with the state. 

Escopeta's leases in Cook Inlet expire in a month; meanwhile DNR terminated the Point Thomson unit 
operated on behalf of several partners by Exxon Mobil. 

The issue: Is the state fostering development of Alaska resources, or is the agency trying to warehouse leases 
so it can collect more bonus payments by re-selling them to new buyers. 

One lawmaker says this is in contradiction with Gov. Sarah Palin's catch phrase, "Drill, Baby, Drill." 

But state offiCials insist Alaska's leasing program is set up to ensure the best return for Alaskans. 

Members of the House Judiciary and House Resource committees quizzed officials from the state's resources' 
department. 

Majority Leader Ralph Samuels, R-Anchorage, looked to the bigger picture: what will natural gas field 
development mean to the state's hope for a large-diameter transcontinental gas line. 

"If this state does not get a gas line, we are all so screwed and you can't get it without Point Thomson," 
Samuels said. 

"You want Exxon and Chevron and BP and all the rest of them to put that gas into the AGIA pipeline," Samuels 
said. "Is that the endgame that's going on here?" 

Samuels wondered whether the state seeks to leverage support for TransCanada's pipeline proposal, which 
was licensed under the Alaska Gasline Inducement Act. 

Some say the TransCanada proposal won't"succeed without the assurance of gas to come from North Slope 
producers Exxon Mobil, Conoco Phillips and BP PLC. 

Critics also say that a producer-backed line, such as proposed by the joint venture between Conoco Phillips 
and BP is more likely to materialize. 

DNR offiCials, were somewhat hamstrung because of ongoing negotiations with Exxon Mobil over the Point 
Thomson dispute that has led to numerous lawsuits and court filings. 

"When you tell folks what you plan on dOing, your leverage can evaporate," Division of Oil and Gas Director 
Kevin Banks said. 

1838 
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Banks went on to back DNR's stance of drawing the line on non-performing leaseholders such as Exxon Mobil's 
slowed movement on the Point Thomson fields, which hold nearly one-quarter of the North Slope's 35 trillion 
cubic feet of natural gas reserves. 

"There comes a time when the state sometimes has to say no," he said. "We will lose control of how our land 
is developed." 

Craig Haymes, Exxon Mobil's production manager for Alaska, told lawmakers the company is ready to move 
forward. 

Haymes said Point Thomson gas will be "essential" to the success of any pipeline designed to carry gas to 
Midwest markets. 

"We're working with all of the agencies," Haymes testified. "We want to work with the state of Alaska to move 
forward. It's in everybody's interest to drill." 

Copyright © Wed Dec 311:09:38 UTe-OgOO 20081900 The Anchorage Daily News (www.adn.com) 
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DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL AND GAS .' 

CERTIFIED MAlL 
RETURN RECEIPT REQUESTED 

December 1, 2008 

Danny S. Davis 
Escopeta Energy Company, Inc .. 
5005 Riverway, Suite 440 
Houston, TX 77056 

RE: Kitchen Unit Plan of Exploration 
Request for Amendment of the Drilling Commitment Dates 

Dear Mr. Davis, 

SARAH PALIN, GOVERNOR 

550 WEST 7TH AVENUE, SUITE 800 
ANCHORAGE. ALASKA 99501·3560 

PHONE: (907} 269-8800 
FAX: (907} 269-8938 

In a December 31, 2007, letter the State of Alaska, Department of Natural Resources (DNR), 
Division of Oil and Gas (Division) notified Escopeta Oil Company, LLC (EOC), Operator of the 
Kitchen Unit, (KHU) that the unit was in default because EOC had failed to drill a well at the KHU 
no later than December 31, 2007, as required under the K.HU Plan of Exploration (POE), The 
Division granted EOC a one year period to cure the default, lmtil December 31, 2008, to 

L " ... drill one explol'ation well, within the KHU: 
a. to one of the three bottomhole (BHL) locations within the KHU, as set 

out inTable 1, below, ami; 
b. To 16000 to 20000TVD to test the sterling, Beluga, Tyonek, and 

Hemlock formations; 

TABLE 1: PROPOSED WELL LOCATION INFORMATION 
East Kitchen #1 
ADL389926 
T 9 N., R II W" S.M. 
Sect. 22 

Kitchen #1 
ADL389924 
T 9 N., R 11 W., S.M. 
Sect. 18 

Kitchen#2 
ADL 389917 
T 8 N., R 12 W., S,M. 
Sect. 3 

The cure of default period, in effect, defen:ed the drilling deadline by one year as requested by 
EOC. 

"Develop, Conserve, WId Enlzwlce Natural Resources for: Present mId Future Alaskans. " 
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Kitchen Unit Amended Plan of Exploration 
December 1,2008 
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On November 20, 2008, the Division received a request from EOe to amend the KHU POE. 
EOe submitted a draft Amended KHU POE which proposes the following summarized extensions 
to tile December 31, 2008 dIilling commitment. 

1. EOe obtain all necessary regulatory permits and authorizations for the drilling of an 
exploration well by December 31, 2009. If EOe fails to fulfill that commitment, the 
KHU will automatica\[y terminate and Eoe will pay an unspecified "potential 
unrealized bonus payment". 

2. EOe will drill a first exploration well by December 31, 2010. If EOe fails to fulfill 
that commitment, the KHU. will automatically terminate and EOe will pay an 
unspecified "potential unrealized bonus payment". 

3. EOe will drill a se~nd exploration well by December 31, 2011. If EOe fails to fulfill 
that conmlitment, the KHU will automatically terminate and EOe will pay an 
unspecified "potential unrealized bonus payment". 

4. EOe will .request approval of an Initial Participating Area within the KHV by 
December 31,2010. 

Eoe also submitted a heavy lift vessel contract signed by EOe, Pacific Energy Resources, Ltd. 
(pERL), and the vessel owner, a jack up rig contract signed by PERL and Blake Offshore, LLC, 
owner of tile Blake 151 rig, and a rig sharing agreement signed by EOe and PERL. EOe requests 
the Division hold these documents confidential under 11 AAe 82.g10. 

"The unit operator may, witll the approval of the commissioner, amend an approved plan of 
exploration" 11 AAe 83.341 (e) Plan of Exploration. EOC's request letter incorrectly cites 11 
AAe 83.343(e}, Plan of Development. The Division does not approve the draft Amended KHU 
POE because it does does not meet the criteria necessary for approval in accordance with I 1 AAe 
83.303(1)-(3}. 

Approval of tlle Amended KHU POE will not promote conservation of an oil or gas pool, field, or 
like area. 11 AAe 83.395 (I) "conservation of the natural resources of all or part of an oil or gas 
pool, field, or like area" means maximizing the efficient recovery of oil and gas and minimizing 
the adverse impacts on the surface and oilier resources." Escopeta has not yet drilled an 
exploration well which would identify a reservoir as. defined by II AAC 83.395(6), "an oil or gas 
accuniulation which has been discovered by drilling and evaluated by testing and which is separate 
from any other accumulation of oil and gas." No well has ever been drilled within the boundary of 
the Kitchen Unil KHU has no production of oiL or gas. 

Approval of the Amended KHU POE will not promote the prevention of economic and physical 
waste and does not provide for protection of all parties including the state. EOC describes having 
"expended a very significant amount of financial and pbysical resources" and requests approval to 
"protect the vested interests of both EOe and PERL". EOe successfillly bid upon leases, which 
when issued bound EOe to certain terms and conditions including a specific primary term which 
gave EOe the sole right to retain that acreage for seven years, to conduct oil and gas exploration 
work. Term 4(b) of tlle Kitchen Unit leases describes the conditions under which the lease may be 



1842 

Kitchen Unit Amended Plan of Exploration 
December I, 2008 

Page 3 

extended beyond primary term by unitization. The Division approved the formation of the Kitchen 
Unit, despite the absence of drilling in. the leases' primary term, because it relied on the future 
benefit provided by fulfillment of work commitments agreed upon in the KHU POE; to bring a 
jack-up to Cook Inlet and drill an exploration well. In exchange for the approval of the KHU and 
extension of the leases' primary terms, EOC agreed to. bring a jack-up to Cook Inlet and drill a 
well. The goal of unitization and work commitments is not to protect vested interests, but to protect 
the interest of all parties. 

Eoe submitted the confidential vessel, rig, and rig sharing contracts to demonstrate progress made 
in fulfillment of the work commitment, to cure the default. The Division does not accept the 
contract submittals as demonstrating progress. 

The heavy lift vessel contract is the same confidential contract submitted by PERL to fulfill the 
amended Corsair Unit POE October 31, 2008 work commitment. The Division did not accept that 
contract as a fulfillment oflhe work commitment set out in the amended Corsair Unit POE, and the 
Division does not accept that contract .here for the same reasons, see attached letter from the 
Division to PERL, dated December 1,2008. The Division does not accept the rig sharing contract 
signed by EOC and PERL for similar reasons: the rig sharing contract does not.provide an effective 
date, (the contract does not "commence"), does not require any deposit from EOC to PERL, and 
does not represent a firm commitment between the parnes, as stated in the agreement itself 

The draft amended KHU POE proposes that EOe will obtain all the necessary permits to drill a 
well by December 31,2009. That EOe has stiU not yet obtained permits for the promised well, 
despite the extension of the drilling date by one year, does not demonstrate Eoe's progress in 
fulfillment of the work commitment. 

The extension request from EOe also discusses the potential waste of the physical resources of the 
state.EOe believes that if the KHU terminates, the time and effort of the state to review, 
adjUdicate, approve and oversee the unit to date would be wasted. EOC also observes that if the 
unit terminates, the KHU leases would not be available for competitive bid until the May 2010 
lease sale at earliest due to 

"the time necessary to approve the 2009 Cook Inlet Areawide Best Interest 
finding ("BlFn), the potential appeals and litigation associated with the 
BIF, the subsequent appeal of the KHU POE modification denial (this 
request), and the necessary title research and time restraints necessary to 
include the KHU leases in a anyupcoroing lease sale, ... " 

Contemplating future appeals does not form a rational basis for approving extensions to work 
commitments. 

A person affected by this decision may appeal it, in accordance with 1 J AAC 02. Any appeal must 
be received within 20 calendar days after the date of "issuance" of this decision, as defined in 11 
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AAC 02.040 (c) and (d), and may be mailed or delivered to Tom Irwin, Commissioner, DNR, 550 
W. 7th Avenue, Suite 1400, Anchorage, Alaska 99501; faxed to 1-907-269-8918, or sent by 
electronic mail to dnr.appeals@alaska.gov~ This decision takes effect immediately. An eligible 
person mllst first appeal this decision in accordance with 11 AAC 02 before appealing this 
decision to Superior Court. A copy of [1 AAC 02 may be obtained from any regional information 
office of the Department of Natural Resources. 

If you have any questions regarding this decision, contact Temple Davidson with the Division at 
907-269-8784. 

Director 

cc: JeffLandry,DOL 
Julie Houle, DOL 
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DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL & GAS 

CERTIFIED MAll, 

RETURN RECEIPT REQUESTED 

December I, 2008 

Vladimir Katic 
Executive Chairman & Chief Operating Officer 
Pacific Energy Resources Ltd. 
111 West Ocean Blvd. 
Suite 1240 
Long Beach, CA 
90802 

Subject: Heavy lift vessel contract 
Corsair Unit default notice and cure 

Dear Mr. Katic: 

SARAH PALIN, GOVERNOR 

550 WEST 7TH AVENUE, SUITE BOO 
ANCHORAGE. ALASKA 99501·3560 
PHONE: (907) 269,8800 
FAX: (907) 289--8938 

On April, 1, 2008, the State of Alaska, Department of Natural Resources (DNR), Division of Oil 
. and Gas (Division), conditionally accepted a Corsair Unit default CUTe provided by Pacific Energy 
Resources, Ltd. (PERL), Operator of the Corsair Unit The Division established two work 
commitments in that letter, one due by ApriL 30, 2008, which PERL has satisfied, and the other due. 
by July 31,2008. 

[BJy July 31, 2008, the Unit Operator sbaJ] provide the Division with a copy of 
the signed contract for the heavy lift vessel capable of transporting the Blake 151 
rig to Cook Inlet Alaska and will pmvide evidence of payment of the 50 percent 
deposit required to commence !hat contract. That contract must specifY a 
departure date for the heavy lift vessel witb the Blake 151 rig to Cook Inlet Alaska 
ihatwiD allow the Unit Operator to fulfill the June 30,. 2009, drillingcommi!ment 
date. Upon departure, the Unit Operator shalJi provide the Division with an 
affidavit confirming the departure date. 

On July 8, 2008 PERL requested that the Division approve a 6O--day extension-until Septemher 29, 
2008··to the July 31, 2008 heavy lift vessel contract submittal date. PERL also requested that the 

"Develop, Conserve, all/I Enhance Natural Resourcesfor Present and FlltUre Alaskans." 
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Division revise the requirement that PERL "provide evidence of payment of the SO percent deposit 
required to commence the contract" to "provide evidence of the payment for contract 
commencement in accordance with the terms of the vessel contract." 

The Division orally requested that PERL clarifY whether it requested an extension to the heavy lift 
vessel contract submittal date based upon the existing Corsair Unit, comprised of four leases, or the 
previously proposed expanded Corsair Unit, comprised of eight leases. 

The Commissioner is currently reviewing PERL's appeal of the Division's April 30, 2008 decision 
denying PERL's March 18, 2008 application to expand the Corsair Unit. As part of the appeal, 
PERL had maintained that without unit expansion, it would not be economic to bring the jack-up 
rig. In a July 22, 2008 follow-up to its July 8th letter, PERL represented that its request for an 
extension to the deadline for submittal of the heavy lift vessel contract applied to the "existing 
Corsair Unit." The July 22nd follow-up letter confirmed that PERL intended to fulfill the drilling 
comminnent agreed to in the amended Corsair Unit Plan of Exploration (Corsair Unit POE), based 
upon the existing Corsair Unit. 

On July 30, 2008, the Division approved PERL's request to delay the heavy lift vessel contract 
deadline by sixty days. The Division approved the request because the delay would not impact the 
June 30, 2009, drilling date deadline set out in the amended Corsair Unit POE. The Division also 
opined that it "interprets PERL's vessel contractextensiol1! request as a repUdiation of its appeal 
argument that delivering a rig is uneconomic. with the expansion leases.". The Division observed 
that PERL provided no evidence for its assertion that the rig delivery would be uneconomic without 
the expansion leases. 

On September 24, 2008, the Division received yet another request to extend the contract submittal 
date--until October 31, 2008. In a September 29, 2008 tetter, the Division approved a 32-day 
extension of the contract deadline, until October 31,2008. All other provisions of the Corsair Unit 
POE, as amended on January 29, April I, and July 30 2008, remained unchanged. 

On October 31, 2008, PERL submitted a contract and cover letter requesting various lease 
"extensions andlor reinstatements" (lease requests), both of which PERL requested be held 
confidential. On November 6, 2008, PERL clarified fthe request for confidentiality, citing AS 
38.05.03S(a)(9)(A)-(F). for the purposes oflhis decision, I am assuming that PERL meant to cite 
the relevant portions of AS 38.0S.03S(a)(8}(A)-(F), which provide confidential status for "cost data 
and financiall information." See AS 38.0S.03S(a)(8)(D}. 

The Division does not accept the contract as a fullfil1rnent of the work comrniitment set out in the 
amended Corsair Unit POlE for the following reasons. 

First, the contract's condition precedent is unacceptahJe to the Division. It provides that if DNR 
does not grant PERL's October 31, 2008 lease requests by Decemller 3 I, 2008, the contract is "null 
and void." See contract Clause 29. Similarly, the contract's lead-in language provides that it "shall 
become effective on the ocC1.lIlieJice of the Leases Extension Date defined in Clause 29 hereof 
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provided the OWNER has a suitable vessel available for transportation of the Cargo as per Clause 
29 ("Effective Date"). lfthe Effective Date does not occur, this Contract shall be null and void ... 
. " In other words, the contract seems to state that it does not take effect if DNR does not approve 
the lease requests by December 31, 2008, or the owner does not have a suitable vessel when the 
requests are granted. 

The amended Corsair Unit POE provides, and PERL's July 22, 2008 letter confirmed, that the 
contract relates to the existing Corsair Unit, not to an expanded unit or to any other state leases or 
lands in which PERL has or had an interest. 

As stated above, the Commissioner is reviewing PERL's appeal of the Division's April 30, 2008, 
decision denying FERL's March 18,2008, application to expand the Corsair Unit. The other lease 
requests pertain to lands or leases in which PERL either has no interests (the Kitchen Unit leases 
and the expired exploration license) or has existing interests either with fixed, non-extendable terms 
(the existing exploration license) or that are subject to el{tension only under certain circumstances 
(the four individual leases). Because these other lease requests include lands and leases in which 
PERL either has no interests or that DNR has no current authority to extend, DNR cannot approve 
the requests by December 31,2008. Thus, the contract's condition precedent prevents the contract 
from ever taking effect. 

Second, the Contract does not "specifY a departure date for the heavy lift vessel with the Blake 151 
rig to Cook Inlet Alaska that will allow the Unit Operator to fulfill the June 30, 2009, drilling 
commitment date." See April 1, 200S Division decision quoted above. Contract Clause 7.1 
provides for a "Loading Window" ''between March 1,2009 and May 15, 2009." Given the transit 
times set out in the transport quotes that PERL submitted 011 July 8, 2008 (between 46 and 169 
days, weather permitting), this ''window'' may not allow sufficient transit time to allow PERL to 
fulfill the June 30, 2009 drilling commitment, as set out in the amended Corsair Unit POE. See 
January 29, 2008 Division decision. If the lift vessel arrives safely, probably in Seward, and 
unloads the Blake 151, which is welded to the lift vessel, the rig must be prepared for drilling, 
moved to the drilling location in Cook Wet, and the wen drilled. The June 30, 2009 drilling 
. commitment requires PERL to "[d]rill a well to the lower Sterling and llpper Beluga gas sands .... " 
See January 29, 2008 Division decision. These operations, after arrival of the rig, could take six 
weeks or more to complete. . 

And third, while the Division approved amending the 50 percent vessel deposit requirement on July 
30, 2009, it anticipated some level of deposit based on PERL's JUly 8, 2008, letter and attached 
transport quotes, which set out deposit amoUllts at signmg of between ]0 and 15 percent. Contract 
Clause 5, however,. provides for no deposit, and Ell fact, there is 110 payment due ifDNR does Dot 
grant PERL's lease requests by December 31,2008, or if there is not a suitable vessel at that time. 
Paying a significant deposit at the signing of a confrllct establishes the credibility of the depositor to 
maintain their side of the deal in exchange for receivimg like value nom the other party. Without 
significant deposits it is unhlcely that PERL will secure a firm departure date on the heavy lift vessel 
schedule. The lack of deposit erodes the likelihood that the contract win commence. 
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Under II AAC 83.374(a), "[ fJailure to comply with any ofllie terms of an approved unit agreement, 
including any plans of exploration, ... is a default under the unit agreement." Effective December 
1, 2008, the Corsair Unit is in default because PERL has not complied with the terms of the Corsair 
Unit POE by failing to submit an acceptable contract, as described above. The default cure period 
is 90 days from the date of this notice, or March 1, 2009. On or before March 1,2009 PERL shall 
submit an acceptable contract, without any conditions precedent, which would enable PERL to drill 
a well within the Corsair Unit no later than June 30, 2009. 

A person affected by this decision may appeal it, in accordance with 11 AAC 02. Any appeal must 
be received within 20 calendar days after the date of "issuance" of this decision, as defined in 11 
AAC 02.040 (c) and (d), and may be mailed or delivered to Tom irwin, Cornrt1issioner, DNR, 550 
W. 7Ut Avenue, Suite 1400, Anchorage, Alaska 99501; faxed to 1-907-269-8918, or sent by 
electronic mail to dnr.appeals@alaska.gov. This decision takes effect immediately. An eligible 
person must first appeal this decision in accordance with 11 AAC 02 before appealing this decision 
to Superior Court. A copy of 11 AAC 02 may be obtained from any regional information office of 
the Department of Natural Resources. 

If you have any questions regarding this decision, contact Temple Davidson with the Division at 
907-269-8784. 

Kevin R. Banks 
Director 

Cc: JuIieHoule, DNR 
Nan Thompson, DNR 
Jeff Landry, DOL 
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WEBB PETROLEUM SERVICES 
Alaskan Operations: P.O. Box 113141 • 

Anchorage, Alaska 99511-3141 

Legislative Hearing on DNR Permitting and Unit Plans of Exploration and Development 
December 1,2008 in Anchorage, Alaska 

Post-Hearing Comments 

To: Representative Jay Ramrus 
Representative Craig Johnson 
Representative Ralph Samuels 
Representative Nancy Dahlstrom 
Representative Carl Gatto 
Representative Max Gruenberg 
Representative John Coghill, Jr. 
Representative Paul Seaton 
Representative Peggy Wilson 
Representative Bob Lynn 

Dear Representatives, 

The views expressed herein are my own and may not be shared by Aurora Gas, LLC; Pacific 
Energy, Ltd; Escopeta Oil Company, LLC; or Fox Petroleum (Alaska), Inc. 

As I stated in Monday's hearing, my name is Bruce D. Webb and I am a born and raised Alaska 
resident. I have worked for the State of Alaska for over 20 years, 13 of which with the 
Department of Natural Resources, II of those in the Division of Oil and Gas, as a Natural 
Resource Specialist specifically responsible for approving Plans of Operations, Oil and Gas 
Bonding, and site closures. I also worked very closely with Lease Administration and the Units 
Section. 

I am currently the Land and Regulatory Affairs Manager for Aurora Gas, LLC, which is a small 
independent natural gas exploration and production company in the Cook Inlet. I also own and 
operate Webb Petroleum Services where I assist independent oil and gas companies with 
permitting, unitization and plans of exploration and development. In addition, I own Webb 
Exploration and Production, LLC and was the successful bidder on three offshore Cook Inlet Oil 
and Gas Leases; I own the Ridge Development Company, LLC which is a real estate holding and 
development company; and I am the owner and Broker of Executive Realty. 

I was recently elected President of the Alaska chapter of the American Association of Professional 
Landmen (AAPL), which is a professional organization comprised primarily of oil and gas, and 
other resource development landmen and permitters. We focus on industry concerns and ethics . 

Anchorage, Alaska, USA • San Antonio, Texas, USA • San Jose, Costa Rica, CA 
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As I stated in an earlier e-mail, I also ran for State House, loosing the Primary Election by only 61 
votes. 

As you can see, I have a fairly diverse background and considerable knowledge in land and 
permitting matters, specifically as they relate to resource development. I am not a fanatic, nor a 
slouch. I am not a liar either. If I say something, it will be the truth, without exception. 

Unfortunately, I do tend to be sarcastic when things are to a point of being ridiculous, outrageous 
or nonsensical. I will try very hard to refrain from being sarcastic regarding the actions of the 
Department of Natural Resources and the Division of Oil and Gas. If[ come across as being 
angry, it is because I am. 

First and foremost, I have been proud to be an Alaskan, and I sincerely care about the direction our 
economy and attitude towards resource development is going. It actually embarrasses me as an 
Alaskan who knows full well the potential our great state has to offer, and at the same time is 
being stifled by the current administration. 

I would like to offer the following post-hearing comments for the record. I encourage you to 
contact me directly if you would like to discuss any matter personally. My contact information 
will be at the end of my comments. 

As I stated in the hearing, it has been 15 years since the Gilbert Rowe jack-up rig left the Cook 
Inlet. For the past 15 years, or longer, not one single major oil and gas company has bid on one 
single offshore Cook Inlet exploration lease. I say exploration lease, because I do not consider 
those leases either adjacent to the coast of adjacent to an existing platform as truly offshore 
exploration acreage. I am referring to only those leases that require an exploratory jack-up drilling 
rig. This statement is a matter of public record. There have been several independents and 
individuals bid on these leases, but not a Chevron, Marathon, ConocoPhillips, or the like. 

Virtually every lease that has been issued in about two decades have resulted in the bonus bids and 
lease payments being nothing more than a charitable contribution to the State and a tax deduction 
to the lessee. These leases are absolutely worthless without a jack-up drilling rig. We now have 
two companies, fighting the DNR to get approval to explore a large block of offshore Cook Inlet 
leases, which they believe will be extremely productive, and which will require them to bring up a 
jack-up drilling rig. Instead of the DNR unequivocally granting them the permission and time 
needed, it instead only grants them portions of an approval with onerous commercial stipulations. 
Each time an agreement is fulfilled, the DNR changes the rules, adds additional requirements, and 
refuses to just let these companies give it their best shot. Why is the DNR making it so difficult 
on these two companies? 

The DNR states that the companies are simply warehousing the leases with no real intention on 
exploring or developing them. Given the DNR's past decisions regarding the only two companies 
that have come forward in a decade and a half with offshore exploration plans, I submit to you that 
it is in fact the DNR itself who is warehousing the leases ... but for whom? Certainly not the State 
of Alaska or the public. 
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The DNR has no qualms in issuing these leases to individuals and companies with no plans or 
ability to drill any wells, but when a company comes forward with plans, they look for reasons to 
say no, or burden the plans with such onerous and incremental requirements that it makes moving 
forward with any plans, especially financial ones, almost impossible. Instead, the DNR SHOULD 
BE encouraging them to try and succeed. 

The DNR stated in Monday's hearing that their resource evaluation staff did not believe the 
resource was adequate for unitization. If that were true, why such resistance? If a company wants 
to come to Alaska, spend hundreds of millions of dollars drilling dry holes and employing 
Alaskans, why not let them? How could it possibly hurt? At least we would get a much needed 
and long awaited jack-up drilling rig here. 

Throughout the Corsair Unit expansion request, it was painfully obvious that it was the DNR's 
predetermined decision to deny the request. Even at the application stage, the DNR tried to 
impose unnecessary and useless requirements on Pacific Energy in an apparent effort to delay the 
filing of the application to run the "public review clock" out of the required time needed by 
regulation, by its contention that the application was not complete. I had to go to Lt. Governor 
Parnell's office and speak to him and his Chief of Staff, Jay Pullins, about this unfair, nonsensical 
and prejudicial treatment. Sean's response was to wait and see if the DNR makes the deadline 
first, he didn't want to intervene on Irwin because he was afraid Irwin would "walk off the job 
again". Fortunately, the DNR issued the required notice the day before it ran out of time. 

When the Denial was issued, it was clearly written several days before it was issued - on the 
absolute last day of the lease, not allowing Pacific Energy the right of due-process with the 
AOGCC for a compulsory unitization expansion request. They sat on the decision until 2:30 pm 
on the last day, knowing it would make the DNR Pacific's only choice for resolution. See the 
appeal. This was under-handed and in very bad faith. 

Back on the Cook Inlet leases. The major oil and gas companies, who have the resources 
necessary and available to explore and develop these leases don't have to bid on them. They know 
the leases are worthless without a jack-up rig, and therefore not a threat to the closed-market here 
in the Cook Inlet. They just sit back and watch countless lessees waste their money. It is as 
though the DNR's goal is to warehouse these leases and inhibit their exploration and development, 
until a certain company comes forward and says they are ready. The problem is, the people of 
Alaska are screaming "We are ready", but to the deaf ears of the DNR. So if these appointed 
officials are not working for the State of Alaska or the people of Alaska, who are they working 
for? 

If they contend that these leases will be better off being taken back and offered in a competitive 
bid - have them show you the competition. It simply does not exist. If they say it is better to deny 
Pacific's and Escopeta's plans to drill a well by June 2008, and instead offer the lease in the May 
2008 sale .... how does that make any sense? Not only the obvious questions as to who will be 
bidding, what will they bring to get it done, and when .... but for God's sake, June of2008 is only a 
month after May 2008 - doesn't it make more sense to just let them try first. 

Page 3 of9 



1851 

It is just terrible how the Division and the DNR is handling this, they keep stringing the 
companies along with little portions of an approval, without the actual go-ahead they need, and in 
doing so continually run them up against a time crunch and a bureaucratic barrier that requires 
them to ask for another extension. The DNR itself is creating a self-fulfilling prophecy to make 
sure these leases are not drilled and the company's fail. 

NOW WE HAVE the next round of appeals from these two companies, in order to protect their 
investments and hopefully be allowed at some point in the future to prove up on their plans. I 
cannot believe Acting Director Banks stood before you, fully knowing that he had just denied their 
plans once again, and told you that he was "working with the companies", and that they "did not 
have a drilling rig contract or a heavy-lift vessel contract." Not only were these bold-faced lies to 
you and to Mr. Davis of Escopeta, but he didn't even have the professional courtesy or backbone 
to openly admit that he had already denied the requests. It is terribly unfortunate that these DNR 
representatives were not under oath. 

Representative Ramrus made a comment about the Judiciary Committee needing to resolve all 
appeals with 6 months, or they didn't get paid. He went on to ask Commissioner Irwin what he 
would think about being required to answer an appeal in 6 months, and Irwin replied: "If I was 
forced to make a decision, I would make a decision." Why the does he need to be forced into 
making a timely decision? What has happened to professional courtesy? Why all the posturing 
and "leveraging" behind closed doors? 

How can he or Acting Director Banks say that the appeals from Pacific Energy and Escopeta are 
not all related to the ExxonMobil Appeals? How can they say that they are "working with" these 
companies, when all they do is deny perfectly acceptable and entirely possible plans? If the 
answer to the Corsair appeal was so straight-forward and fair, why not rule on it now, or at least in 
a timely manner? Where has Good-Faith negotiating gone, and who the heck do these public 
officials really work for? 

It is painfully clear that just because you can hear these officials say something, does not 
necessarily mean they are telling the truth. What exactly is going on behind closed doors that is 
motivating such a hard-line, anti-development attitude? 

If you want to know the truth about the Jack-up drilling rig contract, or the heavy-lift vessel 
contract, certainly DO NOT believe anything Banks or the DNR says. In fact, you don't even 
have to believe Escopeta or Pacific Energy .... contact Paul Butler who operates the Blake Offshore 
Jack-Up Drilling Rig and Dagfinn Thorsen of Offshore Heavy Lift Transport who operates the 
vessel: 

Paul Butler 
Blake Offshore Drilling 
PButler@blakeoffshore.com 
(504) 885-7449 

Dagfinn Thorsen 
Offshore Heavy Lift Transport 
dtialoht.no 
+472301-1423 (Norway) 

Get the facts about these contracts and the real possibility for them to be executed and Alaska 
getting the much needed jack-up drilling rig, directly from the horse's mouth. 
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Acting Director Banks said he was: "Not convinced a well will be drilled" by these two 
companies. Does that mean he IS convinced a well will NOT be drilled? Does that mean he is 
convinced someone else is going to magically appear out of no where and drill a well in these 
leases if he takes them away and runs these companies out of the State of Alaska, and possibly out 
of business? I think not. It is purely a biased, arbitrary, capricious and prejudicial personal 
assumption on his part, plain and simple. 

Ifno other company is standing on the sidelines with a jack-up rig, ready to drill some exploration 
wells in the Cook Inlet, why not give these two companies a fair chance? As for "willy-nilly" 
lease terms and "loosing the ability to manage our lands" if these leases are extended, HARDLY. 
The DNR has extended many leases and unit plans of exploration and development a multitude of 
times in the past, and it has had absolutely no effect on the DNR's ability to manage 2!!!: lands. 
Their arguments are lacking any factual basis. 

Another point is that the Department of Energy has stated that the Cook Inlet has enormous 
potential and reserves that have not yet been adequately explored. There are a tone of unleased 
blocks of acreage available for other companies to bid on and explore. Why the urgency in taking 
back the Corsair and Kitchen leases - which these companies have invested hundreds of millions 
of dollars acquiring the leases, forming units, identifying the reservoir and making commitments 
to explore? How is it in the State's best interest to take their investment and offer it up to another 
company, who has no current stake in the game, and will simply be receiving an unfair 
enrichment? 

In the most recent denials dated 12/1/08 of Pacific Energy's and Escopeta's plans, specifically 
relating to the DNR's rejection of the heavy-lift vessel contract - which Acting Director Banks 
testified as not existing on the very same day, the DNR makes very explicit points about the 
amount of the heavy-lift vessel earnest money amounts which the DNR wanted to require. Since 
when is it the DNR's responsibility to set the amounts of commercial contracts between two 
parties? 

A company should be able to go out and secure the best deal they can, with the highest level of 
safeguards possible to protect their investment and limit their liability and exposure. Given the 
legacy of blatantly absurd and arbitrary denials form the DNR, wouldn't any prudent business 
owner try and protect themselves from an uncertain and unpredictable regulatory regime? 
Seriously, if you had no assurances you would be able to drill a well on your leases, just because 
the DNR decided to say no at the end of the day, wouldn't you want to protect your finances? 

The DNR's responsibility is to lease and manage the lands and resources for development and the 
generation of revenue. It is not their responsibility to set commercial contract terms, or even to 
approve those contracts. They wanted evidence of a heavy-lift vessel contract, and they got it. 

The DNR's July 30, 2008 letter which amended their April 1,2008 Default Cure requirements for 
Pacific Energy's Corsair Unit stated, exactly: 
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The Division estimates that a 6O-day extension of O,e vessel contract deadline will still allow time 
for PERL to transport the Blake 151 to Cook Inlet Alaska in time to fulfill the June 30, 2009, 
drilling date. Thus, the Division approves the request for a 60-cxtension to the July 3 J, 2008, work 
commitment date until September 29, 2008. 

With its vessel deposit requirement request, PERL submitted a summary spreadsheet that lists six 
carriers' contract terms. Each carrier has different lump sum prices and payment terms. All carriers 
require a deposit less than 50 percent, due at siW'ing, with a subsequent larger deposit due at 
loading. Thus, the Division approves the request to amend the vessel deposit requirement. 

All other provisions of the Corsair Unit POE, as amended on January 29 and April 1,2008, remain 
unchanged by the decision. 

The requirements for the heavy-lift vessel contract in the 4/1/08 Default Cure from DNR required 
four things: 

I. By July 31, 2008 (amended to September 29, 2008, further amended by DNR letter dated 
9/28/08 to October 31, 2008 because the parties were still negotiating the contract) proof of a 
signed heavy lift vessel contract capable of transporting the Blake 151 jack-up drilling rig. 

The heavy lift vessel contract was sign, sealed and delivered to the DNR on 10/31108, as 
required. 

2. Provide evidence of payment of the 50% deposit (now amended to "the required deposit") 
required to commence the contract. 

The "required deposit" was 5%, which was paid and evidenced to the DNR. Additional 
incremental deposits are also listed in the contract, the next one being due on 1115/09. 

3. Specifics in the contract that for a departure date that will allow the rig to be delivered to the 
Cook Inlet to fulfill the June 30, 2009 drilling commitment. 

The departure date is between March 1, 2009 and May 15,2009. The March 1 date is four 
months before the drilling commitment date. Several factors effect this date, in particular, 
weather and sea condition. It is possible for the drilling rig to reach the Cook Inlet in as 
little as 46 days - as stated by the DNR, or delivered to the Cook Inlet as soon as April 16th

, 

The DNR's denial of this contract is not based on facts, evidence, or precedence, it is merely 
supposition and a pre-determined attitude towards failure, 

4. Affidavit to the Division upon the heavy lift vessel's departure. 

This is a future requirement, not yet required. 

All other arguments made by the DNR in reference to the Default Cure requirements, which 
have all now been met, are irrelevant and yet another attem pt in adding additional onerous 
requirements and changing the terms of the previous agreement. 
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Pacific Energy requested, in writing, at the time they submitted the heavy-lift vessel contract 
to have a meeting with the DNR on a date after November 10,2008. The DNR made no 
attempt to have such a meeting - contrary to Acting Director Banks' claims before you as 
"working with these companies". Instead of having a meeting, he once again waived his 
arbitrary and capricious heavy-hand and simply denied the contract and any opportunity 
for a meeting, forcing another round of Commissioner Appeals. If the DNR had heartburns 
about the heavy-lift vessel contract, or any terms within it, why not talk to the company first 
and try to come to some resolution? Pacific offered, and apparently all the DNR knows how 
to do is deny. 

I believe in Pacific Energy and Escopeta Oil. So much so, that I spent tens of thousands of dollars 
acquiring three offshore Cook Inlet lease tracts. I know the management and expertise in both of 
these companies, and if they say they can and will bring up a jack-up rig and drill new exploration 
wells in the Cook Inlet, I believe them, I trust them, and I have spent my own money in support of 
that trust and belief. The management of DNR does not personally have a stake in this fight. 
They go home every night, not risking a penny, just their credibility as true public servants. 

Something to note, a jack-up rig coming to the Cook Inlet is not just coming to drill the Corsair 
and Kitchen Units. It will be utilized by virtually every existing and new operating company 
offshore in the Cook Inlet. It can do step-out drilling and tie back the production to existing 
platforms, thereby extending their useful and economic life. Three of these platforms are currently 
light-housed and shut down, just sitting out in the middle of the Cook Inlet rusting - but they 
could be revived, creating more jobs and revenue to the State. It will bring new companies, 
exploration and investments to Alaska. We need this, and these two companies have tried hard 
and spent over a half of a billion dollars getting to where they are right now. They, and Alaska, 
deserve the chance to prove it. 

Now, concerning ExxonMobil and their "approved permits" and subsequent denials on the next 
step of permits .... Dept. Commissioner Rutherford and Acting Director Banks both said that the 
DNR always issues "general land use permits", but would deny any "lease-specific permits". I am 
actually an expert on this issue, and let me say, for the record, you were fed a line of bull. 

The permits that allowed ExxonMobil to add gravel to the LEASE site, drill conductor casing into 
the LEASE, and stage all the equipment necessary on the Lease pad to build an ice road from the 
Point Thomson end, was issued by the Northern Region of the Division of Mining, Land and 
Water. This is a Division within the DNR. It has been managed for roughly 20 years by the same 
gentlemen that I use to work very closely with (Gary Shultz, Leon Lynch and Larry Byrne). In 
reviewing this application, they would have sent it to the Division of Oil and Gas here in 
Anchorage - probably to Steven Schmitz, who would have reviewed it and submitted comments, 
concerns or objections as they would relate to Lease Operation activities. 

Rutherford and Banks alluded to the possibility that this sister DNR agency lacked the expertise to 
adequately understand about what exactly they were approving. Again, you were deliberately 
being misled. These three gentlemen in the Northern Region ofDNR ML&W have been doing 
primarily oil and gas permitting for over two decades. 
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They know exactly what conductor pipe is and what is will be used for in the future, the are fully 
aware that adding gravel to a drill site on a lease is not in any way related to the rehabilitation of a 
site, they are the experts for the State of Alaska concerning ice road construction and have 
absolutely do doubt about what equipment is necessary to build an ice road. 

Now, the ice road permit that was denied ..... it is a general land use permit. In fact, it is so 
common, that it is already categorically approved under the General Concurrences contained in the 
"A,B,C List" of the Alaska Coastal Management Program (ACMP) and both the DNR Division of 
Oil and Gas and the Division of Mining, Land and Water know this. 

The fact is, simply, the DNR approved the mobilization of ice road building equipment to a Lease 
pad, approved the drilling and installation of well conductor casing into the Lease pad, approved 
the placement of camp and fuel facilities on the Lease pad, and approved the addition of gravel to 
the Lease pad. Now when ExxonMobil applies for a simple ice road on sea ice, it is denied. This 
is again, absurd. And, once again, a perfect example of bad-faith negotiating and unnecessary 
posturing and leveraging. 

In closing, I would like to say, in my opinion, having been both on the inside and outside, that the 
problem with oil and gas permitting and unit actions within the State of Alaska are systemic. 
Certainly, a portion of the problem is inherent to the current administration and policies handed 
down from the Commissioner's level through the Director and onward to the staff, but is goes 
beyond that. Some of the problems that effect development of State resources have been being 
propagated for years. As just one small example, I have included my comments on the most 
recent Cook Inlet Areawide Best Interest Finding. 

The permitting process needs to be streamlined, the bonding requirements are arbitrary and in a 
few cases arbitrary, capricious and prejudicial, the Cook Inlet gas market is an oligopoly, and if 
that isn't bad enough, the DNR itself has an anti-development mentality. 

The facts are the facts: 

I. There have not been any companies in Alaska over the last 15 years trying to bring up an 
offshore exploration drilling rig. 

2. There are not any other companies sitting on the banks of the Cook Inlet yelling, "I have a 
drilling rig, give me the leases. 

3. There has not been any interest by any company indicating that they are even contemplating 
coming up to this mess to try and drill and offshore Cook Inlet exploration well. 

4. These two companies are promising to get a drilling rig underway to Alaska this spring, with 
an offshore well drilled by June 30, 2009 (a month after the next Cook Inlet lease sale). 

5. The DNR is exerting tortuous interference into these two, and others, corporate business. 
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6. The behavior of the DNR regarding the non-issuance of the necessary permits and extensions 
to the Unit agreements and Plans of Exploration smacks of anti-trust, in an effort to restrict major 
exploration and development and keep the oligopoly and market control that currently exists with 
the three major producers in the Cook Inlet. 

7. Ifno other company has, is or is willing to try and bring up ajack-up rig to the Cook Inlet, then 
these two companies, and the people of Alaska, deserve the chance to for them to try. 

8. The appointed officials at the DNR are "public servants". I am the public, and I want some 
service - now, not in another 15 or 20 years. 

Respectfully submitted, 

~c/tJ~ 
-Bruce D. Webb 

229-8398 cell 
522-3237 home 
277-1003 office 

230-1323 wife's cell (Christy) 
244-4548 Twin brother's cell (Brian) 
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.IAurora Gas, J.J.e 
www.iJurorapower.com 

December I, 2008 

Mr. Greg Curney 
Department of Natural Resources 
Division of Oir and Gas 
550 W. 7th Avenue, Suite 800 
Anchorage, AK 99501-3560 

RE: Proposed Cook Inlet Areawide Oil and Gas Lease Sale 
Preliminary Best Interest Finding of the Director 
Dated September 29, 2008 

Dear Mr. Curney, 

Thank you for the opportunity to comment on this ten-year Best Interest Finding. Having 
been on both the regulatory side and the industry side of oil and gas permitting, 
exploration and development for over 20 years, I have identified a few areas of concern. 
Because the State of Alaska receives over 90% of its revenue directly and indirectly from 
the oil and gas industry, the permitting process associated with oil and gas exploration 
projects is of significant statewide importance. 

First, the mitigating measures attached with the leas documents and referenced during the 
permitting process have ambiguities that allow individuals within governmental agencies, 
who have a somewhat obstructionist attitude, to interpret them in a manner that does not 
encourage exploration or development. It is essential that ambiguities in regulations and 
particularly within the lease and mitigating measures documents are replaced with concise 
language that does not leave the interpretation up to the individual's personal agenda. 

In that regard, I will address the mitigation measures of concern first. 

Chapter Nine. A. Proposed Mitigating Measures 

A. I. c) This mitigating measure restricts development with certain distances of particular 
rivers and water bodies. It does not take into consideration existing facilities, such as 
gravel pads. In this example. if a company wished to drill and exploration well from an 
existing gravel pad that was within the set back requirements, it would be prohibited in 
doing so. Despite the fact that the DNR prefers facilities to be consolidated. 

This mitigating measure was used as the basis for denying Pelican Hill's exploration plans 
on the west side of the Cook Inlet, on an existing gravel exploration pad that was 
connected to the Beluga Highway by an existing gravel access road. 

1400 west Benson Blvd., SUite 410 • Anchorage, AK 99503 • (907) 277-1003 • Fax: (907) 277-1006 

6051 fIIOI'tIJ COurse Drive, SUite 200 • Houston, TX 77072 • (713) 977-5799 • Fa", (713) 977-1347 
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Yet, the ADF&O was successful in killing this exploration project, which lead to the 
company giving up on developing the State's resources and leaving. Clearly, it made more 
sense economically and environmentally to use an existing gravel structure, rather than 
impacting new environment and expending exploration funding on a location instead of an 
exploratory well. 

In my opinion, this mitigating measure should incorporate the DNR's preference in 
allowing exploration on existing pads in an effort to encourage exploration and 
development and consolidate facilities. I suggest revising the sentence in this mitigation 
measure to read: "Additionally, with tbe exception of proposed fuilities on existing 
pads. to tbe extent practicable, the siting of facilities will be probibited witbin ooe­
balf mile of •.. " This will allow for the continued responsible and environmentally 
preferable exploration and development of the State's resources. 

A. t. f) This mitigating measure is continually abused by the ADF&O to restrict 
responsible exploration and development of the State's oil and gas resources. This 
mitigating measure was established to limit long, linear gravel roads that have a significant 
surface impact during exploration phases. It was meant to ailow gravel pads and airstrips 
in the Cook Inlet, because exploration is essential to the State of Alaska and the Cook Inlet 
economy. Because the winter exploration season is shorter, and much more unpredictable, 
than the North Slope, the use of gravel pads and airstrips is also essential. 

In several arguments with the ADF&G, they have erroneously asserted that" ADF&G will 
not authorize the use of gravel within the Susitna Flats State Game Refuge for Exploration 
projects." And, "Moreover, as identified in DO&O lease sale mitigating measures for 
activities within Special Areas, exploration activities must be supported by existing roads 
andlor ice roads." This has been done without an adequate statement of facts, without the 
necessary regulatory authority, and with a blatant abuse of power. 

The ADF&O's interpretation is not only clearly wrong as to the intent of this mitigating 
measure, it is also wrong on the grammatical interpretation of the language. I have 
attached several e-mails with the ADF&O for reference, as weIl as two University of 
Alaska Professor's opinions as to what this mitigating measure actually means. 

This circumstance is important because the ADF&G blatantly abused their authority by 
their misinterpretation of the mitigating measures to their advantage and was successful in 
prohibiting a summer exploration project. The project I am referring to is the Hanna #1 
gas exploration well. 

This well site is adjacent to the existing gravel Beluga Highway, approximately 5 mile~ 
from the coast - separated by thick forest and vegetation. The site is also bounded by the 
Chugach Electric High Voltage power transmission line to the east, the Enstar gas pipeline 
to the west, a Chevron tie-in facility to the north and the Chugach Electric power plant a 
short distance to the south. It is in the heart of the west side (Beluga area) industrial 
development. Additionally, the surface vegetation at the site is the most common and 
bountiful found on the west side of the Cook Inlet. 
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The abuse of authority of the ADF&G must end. They cannot be allowed to constantly 
interpret the ambiguous language within the mitigating measures, use references out of 
context, and curtail responsible development of the State's resources, because oftheir own 
personal agendas. 

I suggest amending the language to read: "Gravel drill pads, airstrips, and access roads 
iH:tween these drill pads and airstrips are allowed for exploration activities. Roads 
which are permitted under A. 1. e) above are allowed on a case-by-case basis. All 
otber exploration facilities mnst be consolidated, temporary and not be constructed of 
gravel. Use of abandoned gravel structures, including tbose within ~ mile of the 
water bodies listed in A. 1. c) above, are also allowed to promote consolidation of 
facilities and minimize additional surface impacts." 

Chapter Seven. 2. Plan of Operations Approval 

Lease Plan of Operation Approvals are administered under t t AAC 83.158 and are suppose 
to regulate activities on the State of Alaska Oil and Gas leases. However, the language in 
the actual regulation [11 AAC 83.158 (d)(2)] is far-reaching and is used to extend the 
authority over the lease activity beyond the regulatory purview. 

In fact, this language suggests that the Division of Oil and Gas has regulatory authority 
over DNR Temporary Water-use Permits, Temporary Land-use permits, and even over 
ADF&G Habitat and Special Areas Permits. Clearly, the expertise and regulatory purview 
is established within the Division of Mining, Land and Water for land-use and water-use 
permits, and their review and approval. Additionally, the expertise is clearly vested with 
the Department of Fish and Game for water withdrawal methods and quantities from 
anadromous streams. 

The ability of the DOG to exercise its authority beyond the lease boundary is contradictory 
to the Statute and intent of the regulation. This has a resultant effect of unnecessary 
redundancy and burden on the applicant. Lease Operation Approvals should remain 
focused on the lease activity, and not on the other activities regulated by other 
governmental agencies. 

Again, thank you for this opportunity to comment. Best of luck in this process. 

Sincerely, 

~VJ.0G>&6 
Bruce D. Webb 
Manager of Land and Regulatory Affairs 
Aurora Gas, LLC 

Attachments: 
E-mail with Valerie Blajeski (ADF&G) 113/07 -114/07 
E-mail with Mark Fink (ADF&G) 6/5/08 - 6/5/08 
Letter to UAA Professor's Cason and Anderson 
Opinions of Professor Jackie Cason and Professor Angela Anderson 
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Bruce DWebb 

From: Valerie Blajeski (valerie_blajeskl@fishgame.state.ak.us) 

Sent: ThuF1lday, January 04, 200711:43 AM 

To: 'Bruce D. Webb' 

Cc: markJink@fishgame:state.ak.u8 

Subject: RE: Hanna Wen No. 1 

Bruce, 
As you know the Susitna Flats State Game Refuge (SFSGR) was established to protect fish and wildlife habitat 

~ 
and populations. Entry upon the SFSGR for'purposes of exploration and development of oil and gas resources 

, shall be pennitted when compatible with the protection of fish and wildlife habitat. Mitigation Measure 21 states 
.. ,Will not be allowed during exploration Within Special Areas. Essentially If an operation has 

.\ '; to it that provide the most minimal impact to the Special Area that alternative is what is 
:'~ permitted. ADF&G is reasonably accommodating Aurora Gas LLC as there are other alternatives to using gravel 
• ~ that Will allow the company to proceed as planned. 
-!:; Based on your reply below, I take it that Aurora Gas LLC has agreed to not use gravel fill for the Hanna No. 1 

~ Well Project . 
.E 
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In addition, ADF&G requires further clarification on your project summary: 
Will Aurora Gas LLC be storing fuel for the drilling rig? -If so what type and how much? 
Will this be water-based drilling? 
Will any KCUPHPA fluid be used and/or stored? -If so what type and how much? 
How will drill cuttings be dealt with? 

Under the Pelican Hill Special Area Penni! FG-05-II-0004, Pelican had agreed to stipulations regarding potential 
project conflicts to the Beluga Pipeline Right-Of-way. Is Aurora Gas LLC aware of this and is it working with 
Enstar to minimize potential conflicts? ' 

Valerie E. Blajeskl 
Habitat Biologist 
Alaska Department of Fish and Game 
333 Raspberry Road 
Anchorage, Alaska 99518 
Phone: (907) 267-2300 
Fax: (907) 267-2464 

From: Bruce D. Webb [mallto:bwebb@aurorapower,com] 
Sent: Thursday, January 04, 2007 10:02 AM 
To: Valerie BlajeSkl 
Subject: RE: HannaWell No.1 

Thank you Valerie, 

We will be sure our plan reflects your guidance on this issue. 

It does seem a bit confusing to me though ... I could find nothing in 5AAC95 or the 
Susitna Flats Management Plan that prohibits the temporary use of gravel for 
.exploration pads. And in this case, its just the portion of the pad adjacent to the 
existing gravel road that we want to place temporary gravel for the ramp down to 
the finished ice pad level. 

121112008 
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IN fact, 3# and #11 in the Sale 49 Mitigating Measures that were adopted and 
attached to the SF Management Plan, and #3 and #10 of the most recent Cook 
Inlet Areawide Mitigating Measures (2005), indicate permanent gravel use for 
exploration pads, airstrips and roads between pads Is allowed. 

Is there something I am missing somewhere that would help me better 
understand the ADF&G's hard-line stance on this issue? Your direction to that 
citing would be greatly appreciated. Don't get me wrong, I'm not arguing ... 
we will build a 4 foot thick snow and ice ramp, and it will probably melt by 
September ... I'm just curious how I missed the authority to prohibit temporary 
use of gravel after almost 20 years in oil and gas permitting and regulatory 
compliance. 

-Bruce 

---QrIglnal Message----
From: Valerie BlaJeskl [malltD:vaierte_blajeski@fishgame.state.ak.us] 
Sent: Thursday, January 04, 20078:51 AM 
To: 'Bruce D. Webb'; 'Ron Stadem' 
Cc: marlUlnk@fishgame.state.ak.u5; 'MichaelS Walker' 
SUb~:RE:HannaW~INo.l 

Bruce, 
ADF&G will not authorize the use of gravel within the Susitna Flats State Game Refuge for exploration projects, 
This also includes temporary uses as you have described below. 

Valerie E. BlaJeski 
Habitat Biologist 
Ataska Department of Fish and Game 
333 Raspberry Road 
AnChorage, Alaska 99518 
Phone: (907) 267-2300 
Fax: (907) 267-2464 

From: Bruce D. Webb [mallto:bwebb@aurorapower.com] 
Sent: Wednesday, January 03, 2007 3:33 PM 
To: Valerie Blajeskl; 'Ron Stadem' 
Cc: mark_fink@fishgame.state.ak.u5; 'Michael S Walker' 
Subject: RE: Hanna Well No. 1 

Hi Valerie, 

Would the use of gravel include gravel temporarily placed on Geotextile fabric, 
over compacted snow and ice, for off road ramp access only? It would be 
removed with the mats at the end of the drilling program? 

Let me know if the temporary use, not in direct contact with the ground / 
vegetative surface is a deal killer, we may be able to use more snow and ice 
under mats. 

-Bruce 

121112008 
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---Original Message-----
From: Valerie Blajesld (mallto:valerie_btajesld@fishgame.state.ak.us] 
Sent: Wednesday, January 03, 20073:12 PM 
To: 'Bruce D. Webb'; 'Ron Stadem' 
Cc: mark...flnk@fishgame.state.ak.us; 'Michael S Walker' 
SUbject: Hanna Well No. 1 

Bruce. 

rage -' or-, 

I am in process of reviewing/drafting Aurora Gas LLC's ADF&G Special Area Penni! (SAP) and wanted to notify 
you that ADF&G will not be authorb:ing the use of gravel for exploration within Susitna Flats State Game Refuge. 
Pelican HiII's previous ADF&G SAP FG05-II~d04 states that there will be no gravellills associated with the 
explOration project. If you can confirm that Aurora Gas LLC will in fact not be adding any addition gravel for 
exploration purposes I can continue to complete your ADF&G SAP and have the final product to you shortiy. 
Please feel free to contact me at any time at the number below if you have any further questions. 

-Val 

Valerie E. Blajesk; 

Alaska Department of Fish and Game 
333 Raspberry Road 
Anchorage, Alaska 99518 
Phone: (907) 267-2300 
Fax: (907) 267-2464 

121112008 
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Bruce o Webb 

From: 

Sent: 
To: 

Bruce D Webb (bwebb@aurorapower.com) 

Thursday, June OS, 2008 5:51 PM 

'Fink, Mark J (DFG)'; 'Delgado-Plika~ Josephina L (DNR)'; 'Rader, Matthew W (DNR)' 

I'age I or .l 

Cc: 'G. Scott PIotr; 'Ed Jones'; 'pcraig@gci.nef; 'dboalens@aurorapower.com'; 'Taylor, Kenton P 
(DFG)'; 'Brookover, Thomas E (DFG)' 

Subject: RE: Hanna Summer Exploration Drilling Program 

Mark, 

Thank you for the reply. As you pointed out, the DO&G Mitigating measures do say that exploration actiities must 
be supported by existing roads (Term #3), which this project most certainly would be. The Mitigating measures 
(Tenn #1 0 and #21 c), as well as the SFSGR Plan also indicate that pads as well as airstrips are pennitted to be 
constructed out of gravel, permanently If necessary. (#10. "With the exception of drill pads, airsttips, ~ 
roads permitted under Term 3, exploration facilities must be consolidated, temporary and must not be 
constructed of gravel.") (#10 c. Gravel pads and wellheads are the only above ground structures that 
will be allowed within the primary waterfowl area above mean high tide within the Susitna Flats 
SGR ... ). Please note that Tenn #3 only discusses gravel roads, and that Tenn #10 does not say "With the 
exception of drill pads, airstrips, and roads, permitted under Tenn 3, ... " The use of a comma, or non-use as it 
were, after "roads' is significent in that it relates the roads, and not the pads or airstrips to Tenn #3. With the 
commas between pads, airstrips, and roads pennitted under Tenn 3, it is the same as saying "with the exception 
of pads, and the exception of airstrips, and the exception of roads pennitted under Tenn 3" ... 

Aurora is of the opinion that the activity, the drilling of an exploratory gas well is the same as previously pennitted, 
we agree that the surface preparatiOn being proposed is different, but not believe it is significant enough to 
warrant another full ACMP review. Deputy Commissioner Taylor and I had discussed this last year and were of 
the opinion it would be a good test project In the refuge to see if there would in-fact be any impacts to the 
vegetatiOn. I will complete a new CPQ and Coastal Evaluation for the OPMP and their consideration. 

Aurora would be happy to take you, as well as Mr. Rader and Ms. Plikat, on a site visit at your earliest 
convenience. We appreciate your conSideration and willingness to consider this proposal. Thank you for your 
time, feel free to give me a call when you return .to your office. 

-Bruce 

From: Ank,. Mark J (DFG) [mallto:mark.fink®alaska,gov] 
Sent: Thursday, June 05, 2008 4:32 PM . 
To: Bruce D Webb; Delgado-Pllkat, Josephina L (DNR); Rader, Matthew W (DNR) 
Cc: G. Scott Pfaff; Ed Jones; paaig@gcI.net; dboelenS@aurorapower,com; Taylor, Kenton P (DFG); Brookover, 
Thomas E (DFG) 
SUbjec:t: RE: Hanna Summer Exploration Drilling Program 

BrucelJodilMatt: 

I do not consider summer drilling, including the use of a gravel pad, the same project as a winter activity on an ice 
pad (as was proposed by Pelican). Our coastal review considered winter activities. Moreover, as identified In 
DO&G lease sale mitigation measures for activities in Special Areas, explonation activities must be supported by 
existing roads and/or ice roads. ExploratiOn is generally conducted in the winter months to preclude impacts to 
vegetatiOn and, in primary waterfowl habitat, impacts to wildlife. Winter exploration supported by ice roads and 
pads has occurred in refuges in Cook Inlel Although not conducted, the previously pennitted Pelican project was 
a recent example of how ADF&G approaches exploration drilling in Su Flats. Another more recent example of 
this approach was the proposal by Escopeta for the North Alexander No.1 Project. 

Although winter explorstion using ice roads and pads is the preferred approach to precluding Impacts to a refuge, 

IVll2008 
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rage k OI-' 

we could consider the use of composite mats, on a case-by-case basis, in areas where it could be demonstrated 
that the vegetative layer would not be damaged. A site visit would likely be needed. 

AOF&G may authorize the use of gravel for roads and/or pads in Special Areas for development and production 
activities; although gravel roads are precluded from certain areas. 

Give me a call if you have questions (267-2338). 

Mark Fink 
Habitat Biologist 
Alaska Department of Fish and Game 
333 Raspberry Road 
Anchorage, Alaska 99518 
Phone 267-2338 
Fax 267-2464 

From: Bruce D Webb [mallto:bwebb@aurorapower.com] 
Sent: Thursday, June 05, 2008 10:39 AM 
To: Delgado-Pllkat, Josephina L (DNR); Rnk, Mark J (DFG); Rader, Matthew W (DNR) 
cc: G. Scott Pfaff; 'Ed Jones'; pcralg@gcl.net; dboelens@aurorapower.mm; Taylor, Kenton P (DFG) 
SUbject: Hanna Summer exploration Drilling Program 

Jody, 

I received your voicemail regarding your discussions with Mr. Mark Fink of Fish and Game, and your 
collective non-objection to the summer drilling program proposed by Aurora Gas, LLC (Aurora) in the 
Susilna Flats State Game Refuge (SFSGR). You have requested that Aurora provide a written 
statement that indicates all operations as originally proposed by Pelican Hill in their Plan of Operations, 
as approved, will remain the same during the summer as were proposed during the winter. In the 
attached letter to Fish and Game, dated May 29, 2008, Aurora expressed: (page two, bottom of 
paragraph three) 

"All procedures within the previously approved plan will be followed with the exception of a temporary 
gravel pad instead of an ice pad, and summer operations instead of winter operations." 

I would like to take this opportunity to state for the record, as requested, that ALL drilling operations will 
be conducted on the summer temporary gravel pad as were proposed by Pelican Hill originally during 
the winter on an ice pad. The only exceptions to this will of course be summer operations instead of 
winter operations. and temporary gravel pad instead of ice pad. As indicated in the recently submitted 
plan, the gravel pad will be adjacent to the gravel road, thereby eliminating the need for any new gravel 
access roads. 

Additionally, it was requested that in accordance with 5 AAC 95.730, the SFSGR Special Areas Permit 
(Permit) be issued for a period of TWO YEARS. This is requested because Aurora is cunrently being 
purchased by another company and the funding for this well, during this season, is uncertain and may 
be postponed until next summer. Allowing the Permit to cover a two year period would eliminate the 
necessity of further extensions, permit renewals or other administrative actions, thereby reducing 
everyone's work load. There also exists the possibility that the well could be drilled this winter season, 
as originally proposed for last winter. I would suggest that in the Permit, it would reflect the ability for 
summer or winter operations, perhaps requiring written notification by Aurora before operations 
commence. If this is not a viable option, please issue the Permit for the summer operations, and if 
winter operations become necessary, Aurora will apply for another modification at that time. 

Thank you for your expedient review and response to Aurora's request. It is greatly appreciated. 

121112008 



. Bruce D. Webb 
Manager, land and Regulatory Affairs 

Aurora Gas, LLC 
1400 W. Benson Blvd., Suite 410 
Anchorage, AI< 99503 

(907) 277-1003 office 
(907) 229-8398 cell 
(970) 277-1006 fax 
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June 18, 2008 

Jackie E. Cason, Ph.D. 
Department of English 
University of Alaska - Anchorage 

Ms. Angela S. Anderson, MA 
Department of English 
University of Alaska - Anchorage 

Dear Professors Cason and Anderson: 

I am the Manager of Land and Regulatory Affairs for a small independent gas 
exploration and production company in the Cook Inlet region of Alaska. Prior to this 
position, I had served the State of Alaska in various poSitions, most recently as a 
Natural Resource Specialist for the Division of Oil and Gas. My primary focus was 
on lease administration, permitting and compliance. 

Recently, I have had several discussions with former colleagues and other resource 
agency representatives on the interpretation of language contained in a Department 
of Natural Resources publication known as the Mitigating Measures. The entire 
document is attached for your reference. 

The specific language I am concemed with is the first sentence in Term #10, below 
(emphasis added). Term #3 is included for your reference, as it is mentioned in 
Term #10. These Terms are: 

3.* Onshore exploration activities must be supported by air service, an existing 
road system or port facility, ice roads, or by vehicles which do not cause 
significant damage to the ground surface or vegetation. Unrestricted 
surface travel may be permitted by the directors of DO&G and DL. if an 
emergency condition exists. 

Construction of temporary roads may be allowed. Temporary means that a 
road must be removed to the extent that it is rendered impassable or is 
otherwise rehabilitated in a manner such that any placed gravel remaining 
approximates surrounding natural features. Construction of permanent 
roads will be prohibited during the exploration phase. *Exception - DL. 

10.* With the exception of drill pads, airstrips, and roads permitted under 
Term 3, exploration facilities must be conSOlidated, temporary, and 
must not be constructed of gravel. Use of abandoned gravel structures 
may be permitted on an individual basis. *Exception - ADF&G, DL. 

Literary Opinion (Grammar and Composition) page 1 of2 
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In your opinion on the use of the English language, grammar, 'composition and 
technical writing, what exactly does the first sentence of Tenn #10 say? Two 
opinions exist on the interpretation of this language: 

1. Some argue that drill pads and airstrips and roads are only exempted if they are 
approved under Tenn #3. 

2. While others argue that drill pads are exempted, airstrips are exempted, and 
roads that are pennitted under Term #3 are exempted. 

I am of the opinion that the use of the comma between "airstrips· (,) "and roads·, as 
well as the non-use of a comma between "roads· and ·pennitteda separate drill pads 
and airstrips from the roads pennitted under Tenn #3. This results in all drill pads 
and all airstrips being exempted, and not requiring pennission under Tenn #3. 

I believe if the intent was to make drill pads and airstrips exempted only if pennitted 
under Tenn #3, then Tenn #3 would have listed drill pads and airstrips along with 
roads, or the first sentence in Tenn #10 would have read like this: 

"With the exception of drill pads, airstrips and roads, pennitted under Tenn 
3, exploration facilities must be consolidated, temporary, and must not be 
constructed of gravel." 

This is an important question, as it effects gas exploration in the Cook Inlet region, 
where we are experiencing declining natural gas reserves and rising natural gas 
prices. I believe the intent. having worked in the State Division of Oil and Gas for 
over a decade, was to allow gravel drill pads and airstrips because the winter 
exploration season was not cold enough or long enough (as it is on the North Slope) . 
to build and maintain ice pads. Gravel roads for exploration are discouraged 
because they impact a significantly greater amount of land as long linear gravel 
structures, and can be perceived by wildlife as barriers to migration. 

So, my question to you, if you are able to offer your opinion, is whether or not gravel 
drill pads and airstrips are exempted in Tenn #10, and do not require prior 
pennission being granted underTenn #3. 

I appreciate the time you have taken to read and consider this request. Your 
opinion will be greatly appreciated. Thank you. 

Respectfully yours, 

Bruce D. Webb 
Manager, Land and Regulatory Affairs 
Aurora Gas, LLC. 

Literary Opinion (Grammar and Composition) page 2 of2 
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Mitigation M ........ Cook Inlet A .... w .... 011 and G .. Lcaac Sale :zoos 

COOK INLET AREAWIDE 2008 
COMPETITIVE OIL AND GAS LEASE SALE 

Mitigation Measures and Lessee Advisories 
Mitigation Measures 

AS 38.05.035(e) and the departmental delegation 01 authority proVide the director, DMsion of 011 and Gas 
(DO&G), with the authority to impose conditions or limitations, in addition 10 those Imposed by statute, to ensure that a 
resource disposal Is In the state's bast interests. Consequently, to mitigate the potential _ social and environmentel 
effects of specific selected lease related aclMties, DO&G has deIIeIoped mi1lgallon measures and will condition plans of 
operatiOn, exploration, or development, and other permits basad on these mi1lgallon measures. 

Under AS 38,05,035(e), AONR has authority to apply the IcllOwing mitigatiOn measunss developed for this Cook 
Inlet Areawide lease sele, to all oil and gas activities peIfonned to access the state's leased mineral interest. regardless of 
the surface ownership status of the land from which the lessee seeks access, 

Lessees must obtain approval of a _led plan of operallo~ from the Director befons conducting exploratory or 
development adivilies (11 MC 83.156). An approved plan of operations Is the authQlization by which DO&G regulates 
exploration, de.elopment, and production activities, 

A plan 01 operations must identify the specific measures, design ctilaria, and construcIIOn me1I\ods and standards 
to be emplOyed to comply with the restrictions listed below, n must also address any potential geophysical hazlmIs thai 
may exist al the site. Ptans of operation must comply with coastal zone oonsi-.cy review standards and pnocedures 
established under 6 MC 50 and 80 Including coastal district plana. Applications for required state or federal agency 
authorizations or permtts musl be submitted with the plan of operations. DO&G will require, as a condition of COO$Istancy 
approval, such modification or terms as may be necessary to ensure consIstency with the ACMP standards. 

These measures were developed after considering terms imposed in other Cook Inlet region oil and gas lease 
sales; fish and wildlife resource and harvest deta submitted by ADF&G: environmental dsta relating to air and water 
quality, solid and liquid waste dispose!, and 011 spills submitted by ADEC: consensus !lema from the Cook Inlet Ansawide 
stakeholders process, as well as comments submitted by the public, local governments, environmental organizations, and 
oIher federal, state, and local agencies. Additional project-specific mitigation measures are imposed if and when oil and 
gas lessees submn proposed plans of exploration, operation, or development. 

In addition 10 compliance with these mitigation measures, lassaes must comply with all applicable local, state and 
federal codes, statutes and regulations, and any subsequent amendments. Lessees must also comply with all current or 
future ADNR area plans and reaeation rivers plans: and ADF&G game refuge plans, aitical habitat area plans, and 
sanctuary area plans within which a leased area is located, Federal, state and local government powers to regulate the oil 
and gas industry are discussed In the "GovernmeiJtal powers to Regulate 011 and Gas Exploration, Development, 
Production, and Transportation" Chapter Eight of this finding. In addition, Appendix B lists federal and state statutes and 
regulatiOns that apply to lease fJCIMlIes, 

Information to lessees relevant to the lease sale is also presented In the "lessee Advisories: section S, which 
contain precautions which may apply to post-lease sale aclMties, and reflact existing local, state, and federal laW or policy 
at the time of tha sale. 

Hereafter, wherever abbreViations are used they mean: Alaska Coastal Management Program (ACMP), Alaska 
Department of Environmentel ConservatIon (ADEC), Alaska Department of FISh and Game (ADF&G), Alaska Department 
of Natural Resources (ADNR), Alaska Oil and Gas Conservation Commission (AOOCC), Areas Meriting Spscial Attention 
(AMSA), Director (Director, Division of 011 and Gas), OIvIsion of Forestry (DOF), DMsion of Mining, Land and Water 
(DMLW), DMsion of 011 and Gas (DO&G), OIvision of Parks and Outdoor Rea'eation (DPOR), Kenai Peninsula Borough 
(KPB), Municipality of Anchorage (MDA), MataruJSl<&.Susllna Borough (MSB), State Historic Preservation Offlcet (SHPO), 
and U.S. Fish and Wildlife Service (USF&WS). 
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Mitigatioa M ......... Cook lulot Areawide Oil aad G .. Leue Sale 2008 

Lessees are advised that portions of the sale area may be subject to special area permits by ADF&G to protect 
areas designated by the legiSlature as state game refuges in AS 16.20.010 -AS 16.20.060. 

For those mitigation measures and Ies$ee advisories that are within ADNR's authoriI¥, the lessee may request, 
and the Director of DO&G may gren~ exceptions ~ compliance with the mitigation measure is not feasible or pnldent, or en 
equal or better alternative is offered. Requests end justificatIOns for exceptions must be included In the initial Plan ot 
Operations when one Is required. The deCision v.t1ether to grant an exception will be based on review of the Plan of 
Operations by the public and In consul1ation with appropriate state resource agendes. Mitigation measures subject to 
exceptions ere noted with an asterisk (,,), followed by the initials of the agency that must be consulted in any decision 10 
grant an exception. Critical habitat areas and state game refuges are jointly managed by ADNR and ADF&G; exceptions to 
mitigation measures in these areas must be agreed to by both agenci..... Agency abbreviations are; ADF&G (Alaska 
Department ot FiSh and Game), ADEC (Alaska Department of Environmental Conservation), Dl (Division of Lands) and 
DOF (Division of Forestry). 

Except as indicated, the restrictions listed balow do not apply to geophysical activity on state land; geophysical 
exploration is governed by 11 AAC 96. 

Tne following mitigation measures and advisories will be Imposed on oil and gas activities in or on all Cook Inlet 
Areawide leased lands and waterbodies as a condition of the approwl of plans of operation. If units are fonned with leases 
issued under different mitigation measures the most recent measures will most likely be aoolied to the whole untt 

General 

1. Oil and haZardous substance pollution control; In eddition to addressing the prevention, detection, and cleanup of 
releases of all, contingency plans (C-Plans) for 011 and gas axtraction operations should include, but no! be lim~ed 
to, methods for detectJng, responding to, and controlling blowouts; the location and identification of oil spill 
cleanup equipment; the location and availabil~ of sumble alternative drilling equipment: and a plan of operation. 
to mobilize and drill a relief well. 

2. Use of explosives will be prohib~ed in open water areas of ftshbearing streams and lakes. ExplOSives must not be 
detonated beneath, or in close proximity 10 fishbearing streams and lakas n the detonation of the explosive 
produces a pressure rise in the waterbody greater then 2.5 pounds per square inch (psi) unless the waterbody, 
including ~ substrate, is solidly frozen. 

Explosives must not produce a peak particle veI~ greater than 0.5 inches per second (ips) in a spawning bed 
dunng the early stages of egg incubation. rna minimum acceptable offset from fishbearing streams and lakes for 
various size buried charges is: 

ChaJUe Weight 
1 pound charge 
2 pound charge 
5 pound charge 
10 pound charge 
25 pound charge 
100 DOUnd charae 

Distance from Stream 
37 teet (11.2 m) 
52 feet (15.8 m) 
82 feet (25.0 m) 
118 feet (35.4 m) 
184 feet ~~.1 m) 
366 feet (112.2 ml 

There are numerous fishbearing streams and lakes within the sale area. Specific information on the location of 
these waterbodies may be obtained by contaCting ADF&G. 

3.· Onshore exploration activilles must be supported by air service, an existing road system or port facility, ice roads, 
or by vanicles which do not causa significant damage to the ground surface or vegetation. Unrestricted surface 
travel may be pennllted by the directors of DO&G and DL, n an emergency condition exists. 

Constructioh oftamPOflllY !3SII may be ~ Temporary means that a road must be removed to the extent 
thai ij is rendered Impassable or is otherwise rehabil_ in a manner such thai any placed graval rematnlng 
approximates surrounding natural features. Construction of pennanent roads will be prohibited during the 
exploration phase. "Exception - DL 
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4. a. Removal of water from fishbearing rivers, streams, and naturallakas shall be subject to prior written approval 
by DMWM and ADF&G. . 

b. Compaclion or removal of snow cover overlying fishbeartng _as will be prohibited except for 
approved crossings. If ice thickness is not sufficient to facililate a crossing, ice and/or snow blidges may be 
required. 

5. Water intake pipes used to remove water from fish bearing waterbodies must be surrounded by a screened 
enclosure 10 prevant fish entrainment and impingement Screen mesh size shall not exceed 0.04 inches unless 
another size has been approved by ADF&G. The maximum water velOCity at the surface of the screen enclosure 
may be no greater than 0.1 foot per second. 

FacilHies and Structures 

B. a. The siting of onshore facilities, other than dod<s, or road and pipeline crossings. will be prohibited within 500 feet 
of all fishbearing streams and lakes. Additionally, siting of facilities will be prohibited within one-half mile of 
the banks of HanieI, Alexander, Lake, Deep and Starlski creeks, and the Drill, Big, Kuslaten, McArthur, 
Chuitna, Theodore, Beluga, SUsilna, LillIe SUsilna, Kenai, Kasilof, Ninilchik and Anchor rtvers. New facilities 
may be sited within the one-half mile buffer ~ the lessee demonstrates that the altemate location is 
environmentally preferable, but in no instance will a facility be located within one-quarter mile of the river 
bank. ADF&G conaJrrence will be required for siting within the one-half mile buffer. Road and pipeline 
crossings must be aligned perpendiaJlar or near perpendiaJlar to watercourses. 

b. Lessees will minimIZe sight and sound impacts lor new fecilities sited less than one-half mile from river banks 
and in areas Of high recreationat use by '(1) providing natural buffers and screening 10 conceal facililies; (2) 
conducting exploration operations between October 1 and April 30; and (3) using alternative techniques to 
minimize impacts. 

c. Surface enlry will be prohibiled in parcels that are within the Kenai River Special Management Alee 
(KRSMA). 

d. Surface antry will be prohibiled on slate lands within the Kenai National Wildlife Refuge. This term does not 
lim~ surface entry on other privete lands within the refuge. 

e. Lessees are prohibited from placing drilling rigs and lease-related facilities and 8tnJclures within an area near 
the Kenai River composed of: all land within Section 36 In TeN, R 11W that is located south of a line drawn 
from the protracted NE comer to the protraCted f:NV comer of the section; all land within the western half of 
Section 31 in TBN, R10W and Section 6 In T5N, R1OW; and all land within Section 1 in T5N, R11W. 

f. A fresh water aquifer monitoring well with quarterly water quality mon~oring should be required down gnadianl 
of a permanent storage facility unlass alternative acceptable technology is approved by ADEC. 

7. The siting of new facilities in kay wetlands end sensitive habitat areas should be lim~ to the extent possible. H 
facilities are to be located within these areas, the lessee should demonstrate 10 the satisfaction of the Director and 
ADF&G that impacts are minimized through appropriate mitigation measures. 

B." Measures will be required by the Director, after consultation with ADF&G and ADEC, to minimize the impact of 
industrial development on key wetlands. Ke~ wetlands are those wetlands that are Important to fish, W8\erfowl, 
and shorebirds because of their high value or scarcity in the region or that have been determined to function at a 
high level using the hydrogeoinorphic approach. Lessees must identify on a map or aerial photograph the largest 
surface area, including reasonably foreseeable future expansion areas, within which a facility i8 to be sited, or an 
activity will occur. The map or photograph must aocompany the plan of operations. DO&G will consu~ with 
ADF&G and ADEC to identify the least sensitive areas within the area of interest. To minimize impacts, the lessee 
must avoid siting facilities in the identified sensitive habitat areas. "Exception - ADF&G, ADEC. 

9." Impermeable lining and diking, or equivalent measures such as doubl&-waIled mnlls, will be requinad for onshore 
oil storage facilities (with a total above ground storage capacity greater than 1,320 gallons, provided no single 
tank capacity exceeds 660 gaQ and for sewage ponds. Additional stt&-specific measures may be required as 
determined by ADNR, with the ocncurrence of ADEC, and will be addressed in the existing review of project 
permits or oil spill contingency plans (C-Plana). 

- 3-



1871 

Mitlgaticm M ....... Cook laW Areawldo OUand G .. Leue SaJo 2008 

Buffer lanes of not less IIlan 500 feet will be required to separate onshore oil storage facilities and sewage ponds 
from marine waters and freshwater supplies, streams and lakes, and key wetlands. Sumps and reseNe pits must 
be impermeable and oIheIwise fully contained through diking or other means. "Exoeption - ADF&G, ADEC. 

10." and roads permitted under Tetm 3, exploration facilities must be 
constructed 01 gravel. Use of abandoned gravel _res may be 

indlvid~oaI basis. "Exception - ADF&G, DL 

11. a. Wherever possible, onShOre pipelines must utilile existing transportation corridors and be buried v.11ere soil 
and geophysical oondltions permit In areas v.11ere piPelines must be placed above ground, pipelines must be 
siIed, deslgnoo and oonstructed to alloW free movement 01 moose and caribou. 

b. Offshore pipeUnas must be located and oonstructed to prevent obstructions to marine navigation and fishing 
operations. 

c. Pipelines must be located upslope of roadways and construction pads and must be designed to facilitate tha 
containment and cleanup of spilled I1ydrocartbons. Pipelines, ftowlines, and gathering lines must be designed 
and constructed to assure integrity against Climatic conditions, tides and currents, and other geophysical 
hazards. 

Local Hine 

12. To tha extent they are available and qualified, th!> lessee is Mcouraged to employ local and AlaSka residents and 
oontractors lor work perIonn!>d on the I~ area. leSsI>E!s shall submit, as p!>rt 01 the plan of operations, a 
proposal detailing tha means by v.11ich tha lessee will comply with tha measure. The proposal must Include a 
description 01 the operator's plans lor p!>rinerlng with local oommunities to recruit and hire local and Alaska 
mldents and cootractors. The lessee is encouraged, in Ionnulating this proposal, to ooordinat!> with emplOyment 
services offered by the state of Alaska and local communities and to recruit employees from local communities. 

Training 

13. Lessee must inClude in any plan of expfonstion or plan of development, a lraining program lor all personnel, 
inCluding contractors and subcontractors, Involved In any activity. The program must be designed to Inlonn each 
person working on the project of environmental, social, and aJitural concerns vAlich relate to tile individuals job. 

Ac_ 

The program must employ effective methods to ensure that personnel understand and use techniques necessary 
to preserve geological, archeological, and biological resources. In addition, the program must be designed to help 
personnel increase their sensitivity and understanding of oommunily values, customs, and lifestyles in areas 
v.11ere they Will be operating. 

14. a. Public aooess to, or use of, the leased area may not be restrtded except within 1,500 feet (457 m) or less of 
onshore drtll siles, buildings, and other related structures. Areas of restricted aoce&S must be identified In the 
plan of operations. 

b. No lease facilities or operations may be located SO as to block access to or along navigable and public waters 
as defined at AS 38.05.965(13) and (17). 

15. leese-related use will be nastrlded v.11en tha commissioner datemtlnes it is necessary to pravent unreasonable 
conflicts with local subsistence harvests and commercial fishing operations. In enforcing this tenn tha division, 
durtng review of plans of operation or development, Will work with other agendes and tha public to assure that 
polential conftlcts are identifted and avoided. In order to avoid oonflicts with fishing acllvities, restricllons may 
inClude a~ernative site selection, requirtng directional drilling, seasonal drilling restrictions, subsea completion 
teChniques, and other technologies deemed appropriate by the oommissioner. 

Prehistoric, Historic, and Archeological Sites 

-4-
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J""'Iueline Casoo n:ceived her Ph.D. in English from the University of Arlamsas in Fayetteville, 
where her dissertation examined hisloTy of sciencc essays by Loren Eiscley. She has taught 
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developing a web-text on composing controversy with 8 radio broadcast 
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Bruce o Webb 

From: Jacqueline cason Uackiecason@gmail.comj 

Sent: Tuesday, June 17, 2008 10:52 PM 

To: Bruce D Webb 

Subject: Re: Question on interpretation of written language and grammar 

Dear Mr. Webb, 

Few people find grammar intrinsically interesting, but many eventually discoverthat it can be 
instrumental to interpretation. I find it both interesting and instrumental, so I am intrigued by 
your question. 

Clearly, we can say that the sentence has some ambiguity, as most language does, and the 
ambiguity arises from the question of what the partiCipial phrase "permitted under Term 3" 
modifies. You have already identified the two possibilities. It may modify the list of three items, 
or it may modify only the final item in the list. 

Vllhen we teach grammar and style to students, we offer two suggestions (relevant in this case) 
for minimizing ambiguity-1) place the modifier as close to the thing it modifies as possible, and 
2) retain the comma after each item in a list, unless the writer intends the last two items to be 
more closely linked. In the first case, the modifier comes at the end and closest to the final 
item, encouraging us to see the final item as the only exemption under Term 3. In the second 
case, some writers see that final comma as optional, but as you've pointed out, if you leave off 
the comma, then the last two items become a unit rather than separate items in a list. With all 
commas present, we could see the final item as the only item modified. 

As part of our examination, we should ask ourselves how a writer might compose that 
sentence to modify all three items unambiguously. The writer could have written 'With the 
exception of items permitted under Term 3-drill pads, airstrips, and roads-exploration 
facilities must be consolidated, temporary, and must not be constructed of grave!." (Emphasis 
added to my change). That would have made the meaning clear in terms of the first 
interpretation that all items exempted must be approved under Term 3. 

I tend to agree with the second interpretation of the meaning of the sentence, though my 
reasoning is a bit more contextual than grammatical. I know that not all writers are careful 
about modifier placement, even when other options are available, and that not all writers 
subscribe to the so-called "Oxford comma" rule. Therefore, I cannot rely strictly on grammatical 
analysis here and must examine the meaning of the sentence in a broader context. I therefore 
draw on the third item you have provided because it mentions neither airstrips nor drill pads. 
Rather, it focuses explicitly and exclusively on roads and purposefully defines "temporary" in 
relation to roads. Also, if we go back to the first part of Term 3, we read that onshore 
exploration must be supported by air service .... The whole point seems to be to minimize 
permanent damage and prevent further road development. Air strips and air service help 
minimize the permanent damage by making roads less necessary, and I don't imagine that 
airstrips are as likely to be temporary anyway. Vllhen roads are exempted, they need to be 
temporary, which is probably why ice roads are part of the list. That is why the second part of 
Term three focUses strongly on the definition of what "temporary" means in relation to roads. 
By examining Term 3 and Term 10 side by side, I would conclude that surface travel is the 

1211/2008 
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most destructive in tenns of pennanent change to the environment. Hence, air travel and the 
strips that make it possible are preferable. Also, the drill pads, which are part of the exploration 
activity itself, are never mentioned again. I searched the remainder of the document for both 
airstrips and drill pads and did not find further mention. The document as a whole seems much 
.more concerned by surface roads and seems to want to minimize any new penn anent roads. 

That's probably a longer explanation than you need, but you asked for some reasoning, and I 
thank you for offering up the context that makes such an interpretation possible. In isolation, I'd 
have to say the sentence is simply ambiguous and could go either way, but in context I am 
fairly confident that Tenn 3 approval applies only to roads, not airstrips or drill pads. 

If you have further questions, feel free to ask. 

-Jackie Cason 

In your opinion on the use of the English language, grammar, composition and technical 
writing, what exactly does the first sentence of Term #10 say? Two opinions exist on the 
interpretation of this language: 

1. Some argue that drill pads and airstrips and roads are only exempted if they are approved 
under Tenn #3. 

2. While others argue that drill pads are exempted, airstrips are exempted, and roads that are 
pennitted under Tenn #3 are exempted. 

I am of the opinion that the use of the comma between "airstrips" (,) "and roads", as well as the 
non-use of a comma between "roads" and "pennitted" separate drill pads and airstrips from the 
roads permitted under Tenn #3. This results in all drill pads and all airstrips being exempted, 
and not requiring pennission under Tenn #3. 

On Tue, Jun 17, 2008 at 5:32 PM, Bruce D Webb <bwebb@aurorapower.com> wrote: 

Dear Dr. Cason, 

Attached is a letter requesting your opinion on the meaning of a sentence contained in a technical document. 
Your review and opinion would be greatly appreciated. The request is attached as a MSWord document The 
PDF attachment is the entire referenced technical document 

If you are willing to offer your opinion. please include a brief explanation of your reasoning. Thank you for your 
time and consideration. 

Sincerely. 

121112008 
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Division of Oil & Gas 
Ahl$k!! D.~partmenl Qf Natural R,~purq:s 

Sale Results Summary 
North Slope Areawide 2008 

Date of Sale: 

Bidding Method: 

10/22/2008 

Cash Bonus Bid, Fixed Royalty 

Total Tracts Sold: 60 

Total Acres Sold: 214,400.00 

Min Bid Per Acre: $10.00 

Royalty %: 12.50000% 

16.66667% 

Total Nwnber of Valid Bids: 72 

Total High Bonus Bids: $6,531,488.00 

Total Exposed (Swn Of All Valid Bids): $7,459,027.20 

Average High Bonus Bid Per Acre: $36.49 

Bidder Company or Group Name 

AVCG, LLC 100.00000% 

70 & 148, LLC 100.00000% 

J ANDREW BACHNER 100.00000% 

SAVANT ALASKA LLC 100.00000% 

PIONEER NATURAL RESOURCES ALASKA 
INC 100.00000% 

FEX L.P. 100.00000% 

V PAUL GAVORA 50.00000%; NICK 
STEPOVICH 25.00000%; DANIEL R 
GILBERTSON 25.00000% 

Page 10f1 
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Number of 
Tracts Bid 

4 

51 

3 

1 

3 

6 

4 

Highest Bid: $783,027.20 

Tract Number: 1211 

Preliminary Report 

1012212008 

Submitted By: Pioneer Natural Resources Alaska 
Inc 

Highest Bid/Acre: $305.87 

Tract Nwnber: 1211 

Submitted By: Pioneer Natural Resources Alaska 
Inc 

Total of All Bids Number of Total of High Bids 
Tracts Won 

$128,000.00 1 $45,440.00 

$5,470,995.20 49 $5,032,364.80 

$78,873.60 2 $52,582.40 

$27,673.60 1 $27,673.60 

$1,020,441.60 1 $783,027.20 

$590,400.00 6 $590,400.00 

$142,643.20 0 0 

Printed on 1012312008 
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Division of Oil & Gas 
Alas~ D~partment Qf Natun.d R~r~es 

Sale Results Summary 
Beaufort Sea Areawide 2008 

Date of Sale: 10/22/2008 

Bidding Method: Cash Bonus Bid, Fixed Royalty 

Total Tracts Sold: 32 

Total Acres Sold: 99,200.00 

Min Bid Per Acre: $10.00 

Royalty %: 12.50000% 

16.66667% 

Total Number of Valid Bids: 38 

Total High Bonus Bids: $2,614,784.00 

Total Exposed (Sum Of All Valid Bids): $2,891,827.20 

Average High Bonus Bid Per Acre: $28.97 

Highest Bid: $374,195.20 

Tract Number: 414 

Preliminary Report 

10/22/2008 

Submitted By: 70 & 148, LLC 

Highest Bid! Acre: $146.17 

Tract Number: 414 

Submitted By: 70 & 148, LLC 

Bidder Company or Group Name Number of Total of All Bids Number of Total of High Bids 

AVCG, LLC 100.00000% 

SUN-WEST OIL & GAS, INC. 67.50000%; 
SHANE SPEAR 10.00000%; MICHAEL 
SHEARN 22.50000% 

DANIEL K DONKEL 25.00000%; SAMUEL H 
CADE 75.00000% 

70 & 148, LLC 100.00000% 

BP EXPLORATION (ALASKA) INC 26.36056%; 
CONOCOPHILLIPS ALASKA, INC. 36.07675%; 
EXXONMOBIL ALASKA PRODUCTION INC 
36.40269%; CHEVRON U.S.A. INC. 1.16000% 

J ANDREW BACHNER 100.00000% 

SAVANT ALASKA LLC 100.00000% 

J ANDREW BACHNER 90.00000%; KEITH C 
FORSGREN 10.00000% 

CONOCOPHILLIPS ALASKA, INC. 100.00000% 

.Page 10f2 
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Tracts Bid 

4 

1 

5 

20 

2 

2 

1 

1 

Tracts Won 

$153,600.00 2 $83,200.00 

$52,281.60 1 $52,281.60 

$280,992.00 5 $280.992.00 

$1,887,315.20 19 $1,861,689.60 

$150,048.00 $150,048.00 

$52,582.40 2 $52,582.40 

$55,347.20 1 $27,673.60 

$94,796.80 0 0 

$106,316.80 1 $106,316.80 

Printed on 1012312008 



PIONEER NATURAL RESOURCES ALASKA 
INC 100.00000% 
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oil and gas lease sale will serve the best 
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DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF MINING, LAND AND WA TER 

December 23, 2008 

The Honorable Craig Johnson 
Co-Chair, House Resources Committee 
716 W 4th Ave 
Anchorage, AK 99501 

SARAH PALIN, GOVERNOR 

DIRECTOR'S OFFICE 
550 W. 7~ AVE., SUITE 1070 
ANCHORAGE, ALASKA 99501-3579 

PHONE (907) 269-8600 

FAX (907) 269-8904 

Re: ExxonMobil Land Use Permit for Point Thomson #3 pad 

Dear Representative Johnson: 

I understand that at the December 1 joint meeting of the House Resources and 
JUdiciary Committees, an issue was raised concerning the Division of Mining, 
Land and Water's (DMLW) land use permit (LAS 26895) issued to ExxonMobil 
Corporation. At the December 1 hearing, Craig Haymes of ExxonMobil 
Corporation testified that the "drilling operations" ExxonMobil was conducting on 
the Point Thomson # 3 pad were authorized by a land use permit (LUP) issued by 
the Division of Mining, Land and Water. This is not correct. 

The DMLW land use permit was issued for surface use only. DMLW does not 
regulate oil and gas drilling operations, including the placement of conductors. 
The LUP issued to ExxonMobil is for the purpose stated below: 

Staging of equipment, fuel, and camp at the Point Thomson Unit #3 
Exploration Pad. The activity includes maintenance of the pad, with 
the possible placement of additional grayel within the existing pad 
footprint. 

A copy of the permit is attached. 

The LUP application submitted to DMLW likewise did not request approval of any 
drilling operations. When the permit was issued, ExxonMobil was notified that 
the permit was not a modification of DNR's position in the unit litigation. That 
notice is in the permit itself and the cover letter issued with the permit. 

The Division of Mining, Land and Water does not issue any permits authorizing 
oil and gas drilling operations. It is the Division of Oil and Gas that has authority 
over all subsurface oil and gas development activity. A representative of DMLW 
inspected the site on December 4, 2008 to follow up on the testimony. A few 
violations were noted, and we are working with ExxonMobil to have those 

"Develop, Conserve, and Enhance Natural Resources for Present and Future Alaskans. " 
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Johnson.doc 
12/23/08 

Page 2 of2 

corrected. A copy of the letter sent to ExxonMobii after the inspection is also 
attached. 

I appreciate the opportunity to clarify the record. 

Dick Mylius 
Director, Division of Mining, Land and Water 

Cc: Tom Irwin, Commissioner, Department of Natural Resources 
Marty Rutherford, Deputy Commissioner, DNR 
Kevin Banks, Director, DNR Division of Oil and Gas 
Craig Haymes, ExxonMobii Corporation 
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STATE OF ALASKA 
DEPARTMENT OF NATURAL RESOURCES 

DlVlSION OF MINING, LAND AND WATER 

July?,2008 

Robert Dragnich 
Exxon Mobil Corporation 
PO Box 196601 
Anchorage, Alaska 99503 

Reference: LAS 26895 
PI. Thomson 3 Equipment Staging 

Dear Mr. Dragnich: 

SARAH PAUN, GOVERNOR 

NORTHERN REGION 
3700 AlRPORTlVAY 
FAIRBANKS, ALASKA 99709-4699 
PHONE, (907) 45}·2740 
FAX, (907) 45}·275} 

Enclosed is your Signed copy of the Land Use Permit for staging a camp, ice road 
construction equipment, and fuel at the Pt. Thomson 3 Pad, 

Again, please note that the permit contains several conditions that are specific to the 
current legal issues Involving Exxon Mobil and the Point Thomson Unit. These 
conditions are as follows: 

22, Issuance of this permit does not mean DNR has changed its position on the 
status of the unit or leases, 

23. DNR Is not waiving any aspect of Its PTU decisions; 

24. Permittee does this work at Its own risk. 

If you have any questions regarding this permit, please give us a call. 

Sincerely, 

~u!~ 
Natural Resource Manager . 

Cc: Nan Thompson, DO&G 
Steve Schmitz, DO&G 
Jack Winters, DNR, OHMP 
Ben Greene, NSB 

Develop, Conserve, and Enhance Natural Resources for Present and Fllture Alaskal/'. 
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STATE OF ALASKA 
Department of Natural Resources 

Division of Mining, Land & Water 

LAND USE PERMIT 
Under AS 38.05.850 

PERMIT # LAS 26895 

Exxon Mobil Corporallon. herein known as the Permittee, Is Issued this permit authorizing the use of state 
land for storage activities, Including the following location: 

Sect/on 34, Townshfp 10 North, Range 23 East, Umlal Meridian, loca1ed In Ihe North 
Slope Borough, as shown on the attached map. 

This permit is effective beginning July 1. 2008 and ending Dacember 31.2009 unless 
sooner lermlnated al tha state's discretion. This permit does not convey en interest In slate land and as such 
Is revocable with or without cause. No preference right for use or conveyance of the land Is granted or implied 
by this authorization. 

This permit Is Issued for the purpose of: 

Staging of equipment, fuel, and camp at thePolnl Thomson Unit #3 Exploration Pad. The activity 
Includes maintenance of the pad, with the possible placement of additional gravel within the existing 
pad footprint. 

All activitIes shall be conducted in accordance with the following General and ,Special Stipulations. 

Genaral and SPecial Stlpulallons 

1. Authorized Officer. The Authorized Officer for the Oeparlment of Natural Resources is the 
Regional Manager. The Authorized Officer may be contacted at 3700 Airport Way, Fairbanks, 
Alaska 99709 or (907) 451-2740. The Authorized Officer resarves the right to modify these 
stipulations or use additional stipulations as deemed necessary. 

2. Deyelopment Plan The development of the sHe authorized by tlhls permit shall be IImHed to the 
area and Improvements specified In the development plan dated June 12. 2008. The permittee is 
responsible for accurately siting development and operations within this area. Any proposed 
revisions to the development plan musl be approved In writing by the Authorized Officer before 
the change In use or development occurs. 

3. Compliance with Governmental Requirements; Recovery of Costs. Permittee shall, at its 
expense, comply with all eppllcable laws, regulations, rules and orders, and the requirements and 
stipulations Included In this authorization. Permittee shall ensure compliance by lIS employees, 
agents, contractors, subcontractors, licensees, or Invitees. 

Form l>Jlc! 11113102 



1886 

land Use ParmI! HLAS 26895 
Permittee: Exxon Mobil Corporation 
Page 2 

4. IndemnIfIcation. PermlHee assumes all rasponsibility, risk and liability for lis aclivilies and 
those of Its employees, agents, contractors, subcontractors, licensees, or invitees, directly or 
indirectly related to this permit, including environmental and hazardous substance risk and 
liability, whether accruing during or after the lerm of this permil. PermlHee shall defend, 
indemnify, and hold harmless the Slala of Alaska, its agents and employees, from and against 
any and all Bults, claIms, actions, losses, costs, penalties, and damages of whatever kind or 
nature, including ali aHomey's fees and Illigalion costs, arising out of, in connection With, or 
Incident to any act or omission by PermiHee, Its employees, agents, contractors, subcontractors, 
liceneees, or Invitees, unless the proximate cause of the injury or damage is the sale negligence 
or Willful misconduct of the State or a person acling on the State's behalf. Within 15 days, 
PermlHee shall accept any such cause, action or proceeding upon tender by the State. This 
Indemnification shall survive the termination of the permit. 

5. ValId ExIsting RIghts. This authorization Is subject to all valid exlsling rights In and to the land 
under thIs authorization. The State of Alaska makes no representstlons or warranties 
whatsoever, either expressed or Implied, as to the existence, number, or nature of such valid 
existing rights. 

6. Reservatlon of RIghts. The Department of Natural Resources reserves the right to grant 
additional authorizations to third parties for compatible uses on or adjacent to the land under this 
authorization which do not unreasonably Intel1ere wllh Permittee's authorized uses. 

7. Performance Guaranty. The Permittee shall provide a surety bond or other form of security 
acceptable to the Division In the amount of $175.000 payable to the State of Alaska. Such 
performance guaranty shall remain In effect for the term of this authorization and shall secure 
performance of the Permittee's obllgat/ons hereunder. The amount of the pel10rmance guaranty 
may be adjusted by the Authorfzed Officer upon approval of amendments to Ihls authOrization, 
changes In the development plan, upon any change In the aclivlUes conducted or pel10rmance of 
operations conducted on the premises. It Permittee falis to perform the obligations under this 
permit wllhln a reasonable time, the State may perform Permittee's obligations at Permittee's 
expense. Permittee agrees to pay within 20 days folloWing demand, all costs and expenses 
reasonably Incurred by the State of Alaska as a result of the failure of the Permittee to comply 
With the terms of this permit. The provisions of this permit shall not prejudice the State's right to 
obtain a remedy under any law or regulal/on. If the authorized officer determines that the 
Permittee has satisfied the terms and conditions of this authorization the performance guaranty 
may be released. The pel10rmance guaranty may only be released In a writing signed by the 
Authorized Officer. 

8. Assignment This permit may be transferred or assigned With prior wriHen approval from the 
Authorized Officer. 

9. Inspection. 

a) Authorized representatives of the State of Alaska shall have reasonable access to the 
subject parcel for purposes of Inspection. 

r'Onn Il:Ile; 11IJ3J02 
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land Use Permit HLAS 26S95 
PermiHee: Exxon Mobil Corporal/on 
Page 3 

b) The Permittee may be charged fees 'under 11 MC 05.010(a)(7)(M) tor reasonable routine 
Inspections of the subject parcel, inspections concerning non·compllance, and a final close· 
out InspeCllon. 

10. Vlolat/ons. This authorization Is revocable immediately upon Violation of any of its terms, 
condHions, stipulations, nonpayment at fees, or upon failure to comply with any other applicable 
laws, statutes and regulations (federal and state). Should any unlawful discharge, leakage, 
spillage, emission, or pollution of any type occur due to Permittee's, or its employees', agents', 
contractors', subcontractors', licensees', or invllees' act or omission, Permittee, at Its expense 
shall be obligated to clean the area to the reasonable satisfaction of the State of Alaska. 

11. Use Fee. 

a. The permittee shall pay to the Division an annual use fee of $31 JJ76.72 without the necessity 
of any bllJlng by the Division. The use fee for the period of July 1 through December 31, 2009 
may be paid on a prorated basis. 

b. The use fee Is due on or Julv 1. 2008 ,and annually thereafter without the necessity of 
any billing by the Division. 

12. Late Payment Penalty Charges. If the required use fee Is not received by the State by the 10th 
day of the month when due, the PermIttee shall pay a late fee for any late peyment. The amount 
of the late fee Is the greater of either the fee specified In 11 MC 05.010 or interest calculated 
from the due date at the rate set by AS 45.45.010(a) and will be assessed on a past-due account 
until payment Is reoelved by the state. 

13. Returned Check Penalty. A returned check fee as provided in 11 AAC 05.010 wlJ/ be assessed 
for any check on which the bank refuses payment. Late payment penalties shall continue to 
accumulate. 

14. Site Maintenance. The area subject to this authorization shall be maintained In a neat, clean 
and safe condition, free of any solid waste, debriS or litter, except containerized or otherwise 
legally stored. 

15. Notlflcal/on. The Permittee shall notify the Department of Natural Resources of all spills that 
must be reported under 18 MC 75.300 under t/mellnes of 18.AAC 75.300. All fires and 
explosions must be reported to DNR immedIately. The DNR 24 hour spill report number Is (907) 
451-2678; the fax number is (907) 451·2751. The DEC all spill report number is (BOO) 478-9300. 
DNR and DEC shall be supplied with all follow·up IncIdent reports. 

16. Storage of Equipment The site shall be protected from leaking or dripping hazardous 
substances or fuel from equipment and vehIcles. The Permittee shall place drip pans or other 
surface liners designed to catch and hold fluids under the equipment or develop an area for 
storage usIng an Impermeable liner or other suitable contaInment mechanism. 

17. Fuel end Hazsrdous Substances. Secondary containment shall be provided for fuel or 
hazardOUS substances. 

Form Dare: 11I1J102 
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a. Container marking. All independent fuel and hazardous substance containers shall be 
marked with the contents and the permittee's name using paint or a permanent label. 

b. Fuel or hazardous substance transfers. Secondary containment or a surtace liner must 
be placed under all container or vehicle fuel tank Inlet and outlet points, hose connections, 
and hose ends during fuel or hazardous substance transfers. Appropriate spill response 
equipment must be on hand during any transler or handling of fuet or hazardous 
substances to respond to a spill of up to live gallons. Transler operations shall be attended 
by trained personnel at all times. 

Vehicle relueling shall not occur within the annual floodplain or Odelands. This restriction 
does not apply to water-bome vessels provided no more than 30 gallons of fuel are 
transferred at any given time. 

c. Storing containers within 100 feet of waterbodlee. Containers with a total capaolty 
larger than 55 gallons which contain fuel or hazardous substances shall not be stored 
within 100 leet 01 a waterbody. 

d. Exceptions. The Authorized Officer may under unique or special circumstances grant 
exceptions to this stipulation on a case-by-case basis. Requests for exceptions should be 
made to the Authorized Officer. 

e. Definitions. 

"Containers" means any Item Which is used to hold fuel or hazardous substances. This 
includes tanks, drums, double-walled tanks, portable testing facllilles, fuel tanks on small 
equipment such as light plants and generators, lIow test holding tanks, slop all tanks, 
bladders, and bags. Manifolded tanks or any tanks In a series must be considered as 
single Independent containers. Vehicles, Including mobile seismic tanks, are not Intended 
to be Included under this deflnllion. 

"Hazardous substances" are defined under AS 46.03.626(5) as (a) an element or 
compound Which, when It enters the etmosphere, water, or land, presents an Imminent end 
substanllal danger to the public health or wellare, Including fish, animals, or vegetation; (b) 
all; or (c) a sUQstance defined as a hazardous substance under 42 U.S.C. 9601 (14). 

"Secondary contaInment" means an Impermeable diked area or portable Impermeable 
containment structure capable of contalnlng 110 percent of the volume of the largest 
Independent container. Double-walled tanks do not quality as secondary containment 
unless an exception is granted for a particular tank. 

"Surface liner" means any safe, nonllsrrneable container (e.g., drips pans, fold-a-tanks, 
etc.) designed to catch and hold fluids for the purpose of prevenling spills. Surface liners 
should be of adequate size and volume based on worst-case spill risk. 

18. Alaska Coastal Management Program. This project Is cstegorlcally consistent with the 
standards of the ACMP under A-list 2a (temporary placement 01 csmps or equipment). 

Form D:Jlc: 11113102 
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19. Site Restoration. The site shall be restored to a condition acceptable to the Aulhorlzed 
Officer. 

20. Wastewater Disposal. Disposal of wastewater from any operation associated with this 
authorization must satisfy the reqUirements of the Alaska Department of Environmental 
Conservation. 

21. Solid Waste. 

a. All solid waste and debris generated tram the activities conducted under this authorization 
shall be removed to a facility approved by the ADEC prior to the expiration, completion, or 
termination of the authorization or activities. 

b. Paper products may be burned on site provided Ihat measures (e.g. burn barrels, clearing at 
burn area to minerai sOli) are taken to prevent wildfires. 

c. Temporary slorage and accumulation of solid waste (prior to Its removal) shall conform to the 
following: 

I. solid waste shall be stored in a manner that prevents a Iitler violation under AS 
46.06.080; 

Ii. putresclble wastes (material that can decompose and cause obnoxious odors) shall 
be sloned In a manner that prevents the attraction of or access to wildlife or disease 
vactors; and 

III. the premises shaU be maintained free of solid waste that might create a health or 
safety hazard. 

22. Issuance of thIs permit does not mean DNR has changed Its pOsition on the status of the 
unit or leases, 

23. DNR Is not waiving any aspect of Its PTU decisions; 

24. Permittee does this work at Its own risk. 

Form nile: 1111)102 
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I have read and understand all of the foregoing and attached stipulations. By signing this permit, , agree to 
conduct the authorized actIvity In accordance with the terms and conditions of this permit. 

orized Representative ntle Date 

PermIttee's Address City State ZIp code 

Home Phone Work Phone Contact Person 

/J~.:f-w.A.( ::ru1.72IXJB 
e Representative Date 

Form O;;!tc: tIII3I02 
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STATE OF ALASKA 
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF MINING. LAND AND WATER 

December 15. 2008 

Robert Dragnich 
Exxon Mobil Corporation 
PO Box 196601 
Anchorage, Alaska 99503 

Reference: LAS 26895 
PI. Thomson 3 Equipment Staging Permit 

Dear Mr. Dragnich: 

SARAH PALIN, GOVERNOR 

NORTHERN REGION 
3700 AIRPORT WAY 
FAJRlJANKS. AUSKA 99709-4699 
PHONE: (907) 45/-1740 
FAX., (907) 45/-175/ 

As you know, on December 4, 2008 I conducted an inspection of the Pt. Thomson 3 pad. 
ExxonMobJl (XOM) is using this site to stage fuel, a camp, and Ice road construction equipment 
under land Use Permit LAS 26895. The purpose of this letter Is to give you an overview of my 
observations, to identify some deficiencies, and request corrective actions. 

For the most part, XOM was in compliance with the environmental stipulations of the permit. 
Food waste was stored inside buildings until it was incinerated. There was no food waste in 
dumpsters. Drums of fuel were stored in lined areas. There were no signs of spills, leaks, litter. 
or debris. Nearty all the fuel tanks have secondary containment. The one exception to this was 
a double-walled tank that had an exposed hose with connection. Fairweather believed that this 
type of tank does not need secondary containment. I explained that most spills are from 
overfilling or leaky hose connections. Therefore, DNR does require secondary containment 
unless the tank configuration is such that there are no exposed valves or connections. The 
XOM representative stated that this would be corrected promptly. 

The maJority of the fuel currently being stored on site was within nine fuel tankers. XOM's on 
site representatives believed that since the tankers are approved by DOTfPF for travel on the 
highways, they do not need secondary containment. However, Stipulation 17 of the land use 
permit states simply "Secondary containment shall be provided for fuel or hazardous 
sUbstances." In this case, the tankers are being used for storage, and do need secondary 
containment. We appreciate that XOM did place the tankers within secondary containment. 
However, this containment appeared to be somewhat substandard. The liners did not appear 
to have good support, were pulled up in areas, pushed down by snow in other areas, and may 
not contain a spill if one were to happen. XOM plans to remedy this by constructing a 
temporary fuel storage area using four of the 400 bbl tanks that are present on site. This new 
temporary fuel storage area will be placed near the northeast corner of the pad. A permanent 
fuel storage area wiJI then be constructed to the west of the temporary fuel area 

There were some issues of non-compliance with the permit, which mostly relate to the 
development plan of the permit. The project description Included an aerial photo (see attached) 
that shows the area of use to be a small area near the southwest corner of the pad for the 
temporary tank installation and a small area near the northwest corner of the pad to be used for 

Develop, COIISel1le, alld EIIIlallce Naillral Resources for Presellt alld Future Alaskalls. 
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equipment staging. Thus, the permit authorizes only these small portions of the pad. Currently 
the entire pad is being used, and the fuel storage is not where It is shown on the plan. Another 
issue is the number of fuel storage tanks. The project description states that there would be 9 
18,000 gallon fuel tanks on site. Instead, there are 30400 barrel tanks on site. Thus, XOM is 
not In compliance with the current development plan of the permit. 

To resolve this non-compliance, XOM must submit a revised development plan that reflects the 
current areas of use as well as any changes In the areas of use that will take place in the near 
future. I have included as an attachment Instructions for Completing a Development Plan for your 
use. Please submit the revised development plan with a $100 application fee to this office by 
January 9, 2009. Once we have received the plan we can start the process of project review. 

One flnal Issue Is the presence of the conductors on the pad. Two conductors are present on 
the north side of the Pt. Thomson 3 pad. Land Use Permit LAS 26895 authorized the "staging 
of equipment, fuel and camp .. ." and other surfaces uses of the pad only. The permit did not 
authorize the Installation of conductors, which is the first step In the drilling of the oil wells. The 
drilling and placement of conductors must be approved by the Division of 011 & Gas. This 
activity was not clearly stated In your application and was not approved. ExxonMobll may be 
asked to remove these conductors next summer. No additional work below the surface should 
be conducted without the permission of the Division of 011 and Gas. 

In closing, I would like to thank XOM for making arrangements to get me to this site on short 
notice. The XOM representatives did a good job of giving me a thorough site tour and answering 
all of my questions. 

IF you have any questions regarding this permit, please give me a call at 451-2732. 

Sincerely, 

6,!~ 
Natural Resource Manager 

Cc: Kevin Banks, Director, DO&G 
Nan Thompson, DO&G 
Steve Schmitz, DO&G 
Dick Mylius, Director, DMLW 
Wyn Menefee, DMLW 
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December 21, 2008 

Commissioner Tom Irwin 
tom.irwin(olalaska.gov 
550 W. 7" Avenue, Suite 1400 
Anchorage, Alaska 99501-3560 

RE: Commissioner Irwin's Decision, dated December 3, 2008 
Pacific Energy Resources, Ltd. 
REQUEST FOR RECONSIDERATION of Commissioner's DENIAL of 

Appeal of Division's Denial of the First Expansion of the Corsair Unit 

Acting Director Banks' Decision, dated December I, 2008 
Pacific Energy Resources, Ltd. 
APPEAL of Division's Decision of Non-acceptance of Heavy-Lift Contract 

Dear Commissioner Irwin, 

According to 11 AAC 02, a person affected by the Decisions referenced above may appeal it to you. I am an 
affected person by virtue of one or more of the following qualifications: 

1. I am an American citizen. The approval of feasible Plans of Exploration is essential for the security, 
prosperity, and promotion of the nation's energy policy; 

2. Alaska Statute 38.05.180 (a) states that "The Legislature finds that (1) the people of Alaska have an 
interest in the state's oil and gas resources ... " I am an Alaska Resident and recognize the importance of 
oil and gas development for Alaska's economy and my financial future; 

3. I am employed in Alaska. Decisions regarding the denial of oil and gas developments affect Alaska 
residents, Alaskan jobs, Alaskan businesses, and the ability to not pay State income taxes; 

4. I receive the Alaska Permanent Fund Dividend. Decisions regarding the denial of oil and gas 
developments affect the value of and my ability to receive the Alaska Permanent Fund Dividend; 

5. I live in the one of the rail belt communities served by Cook Inlet basin natural gas market There is a 
shortage of natural gas reserves in the Cook Inlet that must be supplemented by new exploration. Denial 
of Plans of Exploration by independent companies in the Cook Inlet restricts competition in the industry 
and forces natural gas prices higher. 

6. I have an interest in oil and gas leases in Alaska. Decisions regarding the denial of oil and gas 
developments and subsequent lease tenninations may set unfair precedence's that affect all lessees. 

Reference is made to that certain Kitchen Unit Agreement, that certain Corsair Unit Agreement, all related 
Plans of Explorations and modifications and extensions thereto, the Amended Draft Kitchen Unit Plan of 
Exploration Extension Application, the Application and Appeal of the First Expansion of the Corsair Unit, the 
Contracts commonly known as the Heavy-Lift Vessel Contract, the Jack-up Drilling Rig Contract, the rig 
sharing Agreement, and all related Appeals and Requests for Reconsideration by Escopeta Oil Co, LLC and 
Pacific Energy Resources, Ltd., together all collectively know as "The Documents". The Documents are 
hereby incorporated into these Appeals by reference, and made a part hereof. 
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At a time of historically low oil prices, the recent addition of the Beluga whale to the Endangered Species List, 
the critical shortage of natural gas reserves in the Cook Inlet, the lack of interest in the Cook Inlet by new, 
qualified exploration companies, the existing major oil and gas producers in the Cook Inlet only performing 
in- field drilling, and the historically low interest in offshore Cook Inlet leases at the Areawide Lease Sales, 
these two Appeals are of statewide significance and importance. 

I request your reconsideration of your Decision dated 12/3/08 for the following reasons: 

Pacific Energy Resources, Ltd. is the Unit Operator of the Corsair Unit, offshore in the Cook Inlet. They have 
made significant expenditures in identifying the Corsair prospect reservoir(s), which was presented to the 
Division of Oil and Gas' Resources Evaluation staff who concurred with the delineation of the reservoir(s) that 
included the expansion acreage. Division staff stated in the Decision the expansion acreage contained a viable 
hydrocarbon target, the Tyonek oil sands. Inclusion of the expansion acreage into the Corsair Unit is required 
to preserve the entire geologic structure under one contiguous tract, having consistent administrative terms, 
and the ability of the individual leases to be operated under a collective agreement. 

Your Decision states that you have decided the expansion of the Corsair Unit was "not in the public interest." 
I object. I am a member of the public and I believe it is in my interest to have the expansion acreage included 
in the Corsair Unit so that Pacific Energy Resources, as Operator of the Corsair Unit, can develop the entire 
underlying reservoir(s) efficiently. Reference is made to AS 38.0S.180(p). 

Your Decision states that you have decided the expansion of the Corsair Unit "does not promote the 
conservation of natural resources and prevention or economic and physical waste ... " I disagree. By removing 
a portion of an oil and gas deposit from the whole, it potentially separates its control by a single operator. 
Multiple operators developing separate portions of the same oil and gas accumulation promotes waste of the 
resource, duplication of facilities, and unnecessary additional environmental impact. It is unreasonable to 
consider that any other party would develop the non-unitized leases on their own, without having the benefit 
and security that unitization of the entire reservoir(s) provide. The expansion acreage should be included in 
the Corsair Unit so that Pacific Energy Resources, as Operator of the Corsair Unit, can develop the entire 
underlying rescrvoir(s) efficiently. 

Your Decision does not provide for the protection of Pacific Energy Resources' interest, nor does it protect my 
interests as a resident and consumer. 

Pacific Energy Resources, Ltd. has agreed to a Plan of Exploration that includes an exploratory well being 
drilled by June 30, 2009. You propose to take away these leases and offer them in the upcoming May 2009 
lease sale. just one month prior to the drilling commitment date, and in fact, for Pacific Energy to meet this 
drilling date, they would have to actually be on location in May of2009 and drilling. If Pacific Energy does 
not meet that drilling commitment date, then all their acreage is relinquished to the State, including any 
expansion acreage that may be included. It makes no sense to NOT grant this expansion, given that Pacific 
Energy Resources will most likely be performing drilling operations in the Corsair Unit at the time of the May 
2009 lease sale. 

The Division of Oil and Gas has routinely expanded unit area boundaries in the past as a matter of necessity to 
allow the Unit Operator control over the entire geologic structure. Such has been the case for the Point 
Thomson Unit, the Prudhoe Bay Unit, the Trading Bay Unit, the Colville River Unit, the Kuparuk River Unit 
(Tam and W. Sak), the Nikaitchuq Unit, the Oooguruk Unit, and many others. Allowing expansions for one 
company or unit, and not allowing them under similar circumstances for Pacific Energy Resources is in 
contradiction with the Alaska Constitution, Article 8, Section 17, which states, in part: "regulations governing 
the use or disposal of natural resources shall apply equally to all persons similarly situated ... " 
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Pacific Energy Resources, Ltd. purchased Forest Oil Company for one-haifa billion dollars in August of2007. 
They were approved by the DNR as Unit Operator at the end of November 2007, and had only 34 days to meet 
the prior drilling commitment (12/31/07) made by Forest Oil Company. Because I) Pacific Energy Resources 
was aware that extensions to Plans of Operations to meet difficult drilling commitment dates were routinely 
made by the DNR, and 2) the delivery of a jack-up drilling rig to the Cook Inlet, as well as exploration of the 
Corsair prospect, was in the State's best interest, the DNR approved an extension of the drilling commitment 
date by a mere six-months. 

The DNR now tries to use that approved and necessary extension as ammunition against the Corsair Unit 
expansion. This is unfair and unrelated to the delineation of the Corsair prospect within the expansion 
acreage. Besides, the Division of Oil and Gas has routinely extended Plans of Exploration in the past as a 
matter of necessity to allow the Unit Operator the time required to meet certain work commitments. Such has 
been he case for the Point Thomson Unit, the North Fork Unit, the Cosmopolitan Unit, and many others. 
Allowing extensions for one company or unit, and not allowing them under similar circumstances for Escopeta 
Oil Company is in contradiction with the Alaska Constitution, Article 8, Section 17, which states, in part: 
'"regulations governing the use or disposal of natural resources shall apply equally to all persons similarly 
situated ... " Extensions of Plans of Exploration are more the "norm" than the "exception." 

Frankly, Pacific Energy Resources is due equal treatment under the law, plain and simple. 

The Divisions contention that the subject expansion leases can be terminated and leased to another company 
which will develop the resources faster has no factual, historical, or rational basis. The Division has failed to 
ever prove this to be the case. 

In fact, the continued resistance by the DNR to exploration and development plans, and forcing companies to 
take their plans before the Superior Court of Alaska, is actually preventing those plans to corne to fruition 
within the timeframes requested by the companies. It is the DNR's own actions that are making the companies 
need further extensions. The DNR should approve the plans and give these companies the chance to perform. 

A jack-up drilling rig has not been in the Cook Inlet since 1993 - 15 years ago. Approval of the expanded 
Corsair Unit will allow Pacific Energy Resources the control over the entire Corsair reservoir(s) and the ability 
to efficiently fulfill its drilling plans in conjunction with the joint efforts it is making with Escopeta Oil 
Company, LLC. to bring a jack-up drilling rig to the Cook Inlet. 

Further, your reversal of Acting Director Banks' 1210 112008 Decision of "not accepting" Pacific Energy 
Resources' and Escopeta Oil Company's heavy-lift vessel contract is requested for the following reasons: 

Pacific Energy Resources and Escopeta Oil Company have submitted valid jack-up drilling rig contracts and 
heavy-lift vessel contracts to the State as evidence of their forward plans to explore and hopefully develop and 
produce offshore Cook Inlet oil and natural gas. The Division's non-acceptance of the contracts is beyond its 
regulatory authority and this decision is prejudicial, arbitrary and capricious. 

In the Division's attempt to impose commercial tenns and stipulations in the heavy-lift vessel contract, the 
Division did not specifY an effective date. Should the Division grant the necessary Plan of Exploration and 
extensions, the contract would be immediately effective. The contract itself was executed by all parties 
concerned and is valid as a matter oflaw. The Division's insistence of certain financial tenns or obligations to 
be included in third-party commercial contracts removes a company's ability to negotiate freely and 
jeopardizes their ability to receive "the benefit of the bargain" they are entitled to under the law. 

The heavy-lift vessel clause required by the Division to deliver the jack-up drilling rig to the Cook Inlet so a 
well may be drilled by Pacific Energy by June 30, 2009, although unlawful, is fulfilled. The contract specifies 
a loading date as early as March 1,2009. 
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The Division acknowledges that the trip to the Cook Inlet could take as little as 46 days, putting the Jack-up 
rig in the Cook Inlet by April 15,2009, allowing two and one-half months (ten-weeks) for drilling operations. 
The Division acknowledges that rig preparation, setting at the drilling location and drilling of the well could 
take six weeks. The Division's contention that this contract does not allow sufficient time to meet the first 
drilling commitment date by Pacific Energy Resources is in error, faulty and not supported by a preponderancc 
of the facts. 

The heavy-lift vessel clause required by the Division to evidence the "required deposit", although unlawful, is 
fulfilled. The "required deposit" at the signing date of the contract is zero.<Jollars. A 5% deposit is required 
one-day after the contract's effective date, which is the date the Division grants the necessary extensions, and 
that date has not come yet. 

The Division does not have the authority to approve a commercial contract between third parties, nor establish 
conunercial terms or requirements in commercial contracts between third parties. The Division's non­
acceptance of the heavy-lift vessel contract is not relevant nor is it backed by precedence or law. The State of 
Alaska is prohibited from interfering or impairing the obligation of contracts under the Alaska Constitution, 
Article I, Section 15. 

Alaska Statute 38.05.180 (a) states that "The Legislature finds that (2) it is in the best interests of the state (A) 
to encourage an assessment of its oil and gas resources and to allow the maximum flexibility in the methods of 
issuing to (i) recognize the many varied geographical regions of the state and the different costs of exploring 
oil and gas in these regions." The unusual risks and extraordinary exploration and development costs and 
considerations associated with offshore Cook Inlet exploration and development are further recognized under 
Alaska Statute 38.05.180 (I) (4 & 5). 

The actions of the Division of Oil and Gas in denying feasible unit expansions and Plans of Exploration do not 
encourage oil and gas exploration and production companies to want to continue to "fight" the Division in 
allowing them to assess the state's oil and gas resources. This is contrary to the Legislatures findings. 

The offshore resources of the Cook Inlet have not been explored for over 15 years. At a time of falling oil 
prices, increasing natural gas utility costs in the Cook Inlet, the recessing financial stability of the nation's 
economy and the looming failure of many businesses, it is essential to encourage exploration and development 
in the Cook Inlet region 

With the three major oil and gas companies currently operating in the Cook Inlet only doing infield drilling 
and not exploring for new reserves, it is essential that we encourage the other companies to stay in Alaska and 
give them the chance to have their plans come to fruition, instead of constantly looking for reasons and 
methods of inhibiting their plans or even forcing them out of Alaska. 

The cost of drilling a well offshore and the amount of time necessary to acquire a suitable jack-up drilling rig, 
heavy-lift vessel and a Jones Act waiver from the U.S. Department of Homeland Security is much more 
substantial than an onshore well accessible by either ice roads or gravel roads. The financial considerations, 
logistics and planning necessary are multitudes more complicated However, the planning and contracting arc 
now completed and it is just a matter of delivery time and scheduling the wells in cooperation with Escopeta 
Oil Company's well plans. 

Denial of the plans by Pacific Energy Resources and Escopeta Oil Company does not send the right message 
to potential oil and gas investors or potential exploration and production companies looking at Alaska, and is 
contrary to the intent of the Alaska Constitution, Article 8, Section 1. Further, it is an involuntary divesting of 
Escopeta's and Pacific Energy's vested rights, interests and investments in the leases and prqspects, in 
violation of the Alaska Constitution, Article 8, Section 16. 
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Article I of the Alaska Constitution, Section 2 states: "All political power is inherent in the people. All 
government originates with the people, is founded upon their will only, and is instituted solely for the good of 
the people as a whole." The DNR's decisions violate my constitutional rights and the "good of the people as a 
whole" are not being considered or served by these prejudicial and restrictive decisions. 

Please Reconsider your Decision of 12/03/08 and reverse Director Banks' Decision of 1210112008 regarding 
Pacific Energy Resources' need for the expansion of the Corsair Unit and its contract for the use of the heavy­
lift vessel. 

Additionally, I request that the Unit and the Leases comprising the Corsair Unit be stayed in accordance with 
II AAC 02.060 (c)(3), and not be included in any lease sale or otherwise that may affect these leases. This 
stay is requested to protect my interests, the public's interest, and the interests of Pacific Energy Resources, 
Ltd. 

Forcing yet another company to take their plans before the Superior Court of Alaska does not serve the 
public's interest, orthe best interests of the State of Alaska. 

Commissioner Irwin, these two companies are the first to attempt at bringing a jack-up drilling rig to the Cook 
Inlet in over 15 years. They have worked hard at getting their plans together, and not only do they deserve the 
chance to succeed, but as a citizen, I deserve for you to give them that chance as well. 

Thank you for your consideration on this issue of statewide significance and importance. 

Respectfully Submitted, 

Iss (submitted electronically via e-mail) 

Bruce D. Webb, for: 

Webb Exploration and Production, LLC, President 
Webb Petroleum Services, Owner 
Alaskan Crude Corporation, Vice President 
The Ridge Development Company, LLC, Managing Member 
Executive Realty, Broker 

P.O. Box 113141 
Anchorage, AK 99511 
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ExxonMobii Production Company 
P. O. Box 196601 
Anchorage, Alaska 99519-6601 
907561 5331 Telephone 
907 564 3677 Facsimile 

December 9, 2008 

The Honorable Jay Ramras 
Chairman, Judiciary Committee 
Alaska House of Representatives 
1292 Sadler Way, Suite 325 
Fairbanks, Alaska 99701 

The Honorable Craig Johnson 
Co-Chair, Resources Committee 
Alaska House of Representatives 
716West 4th Avenue, Suite 640 
Anchorage, Alaska 99501-2133 

The Honorable Carl Gatto 
Co-Chair, Resources Committee 
Alaska House of Representatives 
600 East Railroad Avenue 
Wasilla, Alaska 99654 

Craig A. Haymes 
Alaska Production Manager 
Jt. Interest U.S. 

EJf(onMobil 
Production 

Re: ExxonMobil Testimony on Point Thomson Unit, December 1, 2008 

Dear Chairman Ramras, Co-Chair Johnson and Co-Chair Gatto: 

Thank you for the opportunity to present an update on ExxonMobil's drilling and work 
activities at Point Thomson to the Joint House Judiciary and Resources Committees. 
ExxonMobil remains committed to working with the State to see that Point Thomson is 
developed in an efficient and responsible manner. 

As requested by the Committee, attached is a copy of the permit application and 
approval issued by the Department of Natural Resources that authorized equipment 
staging and site preparation activities, including the drilling and setting of conductors . 

. We also are including a copy of the permit issued by the North Slope Borough that 
addressed this same activity. 

A Division of Exxon Mobil Corporation 
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The Honorable Jay Ramras, 
Craig Johnson and Carl Gatto -2- December 9,2008 

If you have any further questions or if I can be of further assistance please do not 
hesitate to call. 

Very truly yours, 

--SA, 
CAH:jpc 
Attachments 

xc: Representative John Coghill 
Representative Nancy Dahlstrom 
Representative Bryce Edgmon 
Representative Anna Fairclough 
Representative Max Gruenberg 
Representative David Guttenberg 
Representative Lindsey Holmes 
Representative Scott Kawasaki 
Representative Bob Lynn 
Representative Bob Roses 
Representative Ralph Samuels 
Representative Paul Seaton 
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STATE OF ALASKA 
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF MINING, LAND AND WATER 

July?,2008 

Robert Dragnich 
Exxon Mobil Corporation 
PO Box 196601 
Anchorage, Alaska 99503 

Reference: LAS 26895 
PI. Thomson 3 Equipment Staging 

Dear Mr. Dragnich: 

SARAH PALIN, GOVERNOR 

NORTHERN REGION 
3700 AIRPORT WAY 
FAIRBANKS. AL4SKA 99709-4699 
PHONE.- (907) 451-2740 
FAX.. (907)451-2751 

Enclosed is your signed copy of the Land Use Permit for staging a camp, ice road 
construction equipment, and fuel at the PI. Thomson 3 Pad. 

Again, please note that the permit contains several conditions that are specific to the 
current legal issues involving Exxon Mobil and the Point Thomson Unit. These 
conditions are as follows: 

22. Issuance of this permit does not mean DNR has changed its position on the 
status of the unit or leases, 

23. DNR is not waiving any aspect of its PTU decisions; 

24. Permittee does this work at its own risk. 

If you have any questions regarding this permit, please give us a call. 

Sincerely, 

0"(4 
Natural Resource Manager 

Cc: Nan Thompson, DO&G 
Steve Schmitz, DO&G 
Jack Winters, DNR, OHMP 
Ben Greene, NSB 

Develop, Conserve, and Enhance Natural Resources for Presellf and Future Alaskans. 
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STATE OF ALASKA 

Department of Natural Resources 
Division of Mining, Land & Water 

LAND USE PERMIT 
Under AS 38.05.850 

PERMIT # LAS 26895 

Exxon Mobil Corporation, herein known as the Permittee, is issued this permit authorizing the use of state 
land for storage activities, including the following location: 

Section 34, Township 10 North, Range 23 East, Umiat Meridian, located in the North 
Slope Borough, as shown on the attached map. 

This permit is effective beginning July 1, 2008 and ending December 31,2009 unless 
sooner terminated at the state's discretion. This permit does not convey an interest in state land and as such 
is revocable with or without cause. No preference right for use or conveyance of the land is granted or implied 
by this authorization. 

This permit is Issued for the purpose of: 

Staging of equipment, fuel, and camp at the Point Thomson Unit #3 Exploration Pad. The activity 
includes maintenance of the pad. with the possible placement of additional gravel within the existing 
pad footprint. 

All activities shall be conducted in accordance with the following General and SpeCial Stipulations. 

General and Special Stipulations 

1. Authorized Officer. The Authorized Officer for the Department of Natural Resources is the 
Regional Manager. The Authorized Officer may be contacted at 3700 Airport Way, Fairbanks, 
Alaska 99709 or (907) 451-2740. The Authorized Officer reserves the right to modify these 
stipulations or use additional stipulations as deemed necessary. 

2. Development Plan The development of the site authorized by this permit shall be limited to the 
area and improvements specified in the development plan dated June 12, 2008. The permittee is 
responsible for accurately Siting development and operations within this area. Any proposed 
revisions to the development plan must be approved in writing by the Authorized Officer before 
the change in use or development occurs. 

3, Compliance with Governmental Requirements; Recovery of Costs. Permittee shall, at its 
expense, comply with all applicable laws, regulations, rules and orders, and the requirements and 
stipulations included in this authorization. Permittee shall ensure compliance by its employees, 
agents, contractors, subcontractors, licensees, or invitees. 

Fonn Date: 11113/02 
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Land Use Permit #LAS 26895 
Permittee: Exxon Mobil Corporation 
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4. Indemnification. Permittee assumes all responsibility. risk and liability for its activities and 
those of its employees, agents, contractors, subcontractors, licensees, or invitees, directly or 
indirectly related to this permit, including environmental and hazardous substance risk and 
liability, whether accruing during or after the term of this permi!. Permittee shall defend, 
indemnify, and hold harmless the State of Alaska, its agents and employees, from and against 
any and all suits, claims, actions, losses, costs, penalties, and damages of whatever kind or 
nature, including all attorney's fees and litigation costs. arising out of, in connection with, or 
incident to any act or omission by Permittee, its employees, agents, contractors, subcontractors, 
licensees, or invitees, unless the proximate cause of the injury or damage is the sole negligence 
or willful misconduct of the State or a person acting on the State's behalf. Within 15 days, 
Permittee shall accept any such cause, action or proceeding upon tender by the State. This 
indemnification shall survive the termination of the permit. 

5. Valid Existing Rights. This authorization is subject to all valid existing rights in and to the land 
under this authorization. The State of Alaska makes no representations or warranties 
whatsoever, either expressed or implied, as to the existence, number, or nature of such valid 
eXisting rights. 

6. Reservation of Rights. The Department of Natural Resources reserves the right to grant 
additional authorizations to third parties for compatible uses on or adjacent to the land under this 
authorization which do not unreasonably interfere with Permittee's authorized uses. 

7. Performance Guaranty. The Permittee shall provide a surety bond or other form of security 
acceptable to the Division in the amount of $175,000 payable to the State of Alaska. Such 
performance guaranty shall remain in effect for the term of this authorization and shall secure 
performance of the Permittee's obligations hereunder. The amount of the performance guaranty 
may be adjusted by the Authorized Officer upon approval of amendments to this authorization, 
changes in the development plan, upon any change in the activities conducted or performance of 
operations conducted on the premises. If Permittee fails to perform the obligations under this 
permit within a reasonable time, the State may perform Permittee's obligations at Permittee's 
expense. Permittee agrees to pay within 20 days following demand, all costs and expenses 
reasonably incurred by the State of Alaska as a result of the failure of the Permittee to comply 
with the terms of this permi!. The provisions of this permit shall not prejudice the State's right to 
obtain a remedy under any law or regulation. If the authorized officer determines that the 
Permittee has satisfied the terms and conditions of this authorization the performance guaranty 
may be released. The performance guaranty may only be released in a writing signed by the 
Authorized Officer. 

8. Assignment. This permit may be transferred or aSSigned with prior written approval from the 
Authorized Officer. 

9. Inspection. 

a) Authorized representatives of the State of Alaska shall have reasonable access to the 
subject parcel for purposes of inspection. 

Form Dale: 11113/02 
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b) The Permittee may be charged tees under 11 AAe 05.010(a)(7)(M) tor reasonable routine 
inspections ot the subject parcel, inspections concerning non-compliance, and a tinal close­
out inspection. 

10. Violations. This authorization is revocable immediately upon violation ot any ot its terms, 
conditions, stipulations, nonpayment ot tees, or upon tailure to comply with any other applicable 
laws, statutes and regulations (tederal and state). Should any unlawful discharge, leakage, 
spillage, emission, or pollution ot any type occur due to Permittee's, or its employees', agents', 
contractors', subcontractors', licensees', or invitees' act or omission, Permittee, at its expense 
shall be obligated to clean the area to the reasonable satistaction ot the State ot Alaska. 

11. Use Fee. 

a. The permittee shall pay to the Division an annual use fee ot $31.976.72 without the necessity 
ot any billing by the Division. The use fee for the period of July 1 through December 31, 2009 
may be paid on a prorated basis. 

b. The use fee is due on or July 1. 2008 ,and annually thereafter without the necessity of 
any billing by the Division. 

12. Late Payment Penalty Charges. lithe required use fee is not received by the State by the 10th 
day of the month when due, the Permittee shall pay a late fee for any late payment. The amount 
of the late tee is the greater of either the fee specitied in 11 AAC 05.010 or interest calculated 
from the due date at the rate set by AS 45.45.010(a) and will be assessed on a past-due account 
until payment is received by the state. 

13. Returned Check Penalty. A returned check fee as provided in 11 AAC 05.010 will be assessed 
for any check on which the bank refuses payment. Late payment penalties shall continue to 
accumulate. 

14. Site Maintenance. The area subject to this authorization shall be maintained in a neat, clean 
and safe condition, free of any solid waste, debris or litter, except containerized or otherwise 
legally stored. 

15. Notification. The Permittee shall notify the Department of Natural Resources of all spills that 
must be reported under 18 AAe 75.300 under timelines of 18.AAC 75.300. All fires and 
explosions must be reported to DNR immediately. The DNR 24 hour spill report number is (907) 
451-2678; the fax number is (907) 451-2751. The DEC oil spill report number is (800) 478·9300. 
DNR and DEC shall be supplied with all follow-up incident reports. 

16. Storage of Equipment. The site shall be protected from leaking or dripping hazardous 
substances or fuel from equipment and vehicles. The Permittee shall place drip pans or other 
surface liners designed to catch and hold fluids under the equipment or develop an area for 
storage using an impermeable liner or other suitable containment mechanism. 

17. Fuel and Hazardous Substances. Secondary containment shall be provided for fuel or 
hazardous substances. 

Fom Dal!!: 11113/02 
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a. ContaIner marking. All independent fuel and hazardous substance containers shall be 
marked with the contents and the permittee's name using paint or a permanent label. 

b. Fuel or hazardous substance transfers. Secondary containment or a surface liner must 
be placed under all container or vehicle fuel tank inlet and outlet points, hose connections, 
and hose ends during fuel or hazardous substance transfers. Appropriate spill response 
equipment must be on hand during any transfer or handling of fuel or hazardous 
substances to respond to a spill of up to five gallons. Transfer operations shall be attended 
by trained personnel at all times. 

Vehicle refueling shall not occur within the annual floodplain or tidelands. This restriction 
does not apply to water-borne vessels provided no more than 30 gallons of fuel are 
transferred at any given time. 

c. Storing containers within 100 feet of waterbodies. Containers with a total capacity 
larger than 55 gallons which contain fuel or hazardous substances shall not be stored 
within 100 feet of a waterbody. 

d. Exceptions. The Authorized Officer may under unique or special circumstances grant 
exceptions to this stipulation on a case-by-case basis. Requests for exceptions should be 
made to the Authorized Officer. 

e. Definitions. 

"Containers" means any item which is used to hold fuel or hazardous substances. This 
includes tanks, drums, double-walled tanks, portable testing facilities, fuel tanks on small 
equipment such as light plants and generators, flow test holding tanks, slop oil tanks, 
bladders, and bags. Manifolded tanks or any tanks in a series must be considered as 
single independent containers. Vehicles, including mobile seismic tanks, are not intended 
to be included under this definition. 

"Hazardous substances" are defined under AS 46.03.826(5) as (a) an element or 
compound which, when it enters the atmosphere, water, or land, presents an imminent and 
substantial danger to the public health or welfare, including fish, animals, or vegetation; (b) 
oil; or (c) a substance defined as a hazardOUS substance under 42 U.S.C. 9601 (14). 

"Secondary containment" means an impermeable diked area or portable impermeable 
containment structure capable of containing 110 percent of the volume of the largest 
independent container. Double-walled tanks do not qualify as secondary containment 
unless an exception is granted for a particular tank. 

"Surface liner" means any safe, non-permeable container (e.g., drips pans, fold-a-tanks, 
etc.) designed to catch and hold fluids for the purpose of preventing spills. Surface liners 
should be of adequate size and volume based on worst-case spill risk. 

18. Alaska Coastal Management Program. This project is categorically consistent with the 
standards of the ACMP under A-list 2a (temporary placement of camps or equipment). 

Form Date: J III )/02 
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19. Site Restoration. The site shall be restored to a condition acceptable to the Authorized 
Officer. 

20. Wastewater Disposal. Disposal of wastewater from any operation associated with this 
authorization must satisfy the requirements of the Alaska Department of Environmental 
Conservation. 

21. Solid Waste. 

a. All solid waste and debris generated from the activities conducted under this authorization 
shall be removed to a facility approved by the ADEC prior to the expiration, completion, or 
termination of the authorization or activities. 

b. Paper products may be burned on site provided that measures (e.g. burn barrels, clearing of 
burn area to mineral soil) are taken to prevent wildfires. 

c. Temporary storage and accumulation of solid waste (prior to its removal) shall conform to the 
following: 

i. solid waste shall be stored in a manner that prevents a litter violation under AS 
46.06.080; 

ii. putrescible wastes (material that can decompose and cause obnoxious odors) shall 
be stored in a manner that prevents the attraction of or access to wildlife or disease 
vectors; and 

iii. the premises shall be maintained free of solid waste that might create a health or 
safety hazard. 

22. Issuance of this permit does not mean DNR has changed its position on the status of the 
unit or leases, 

23. DNR is not waiving any aspect of its PTU decisions; 

24. Permittee does this work at its own risk. 

Form Dale: 11113/02 
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I have read and understand all of the foregoing and attached stipulations. By signing this permit, I agree to 
conduct the authorized activity in accordance with the terms and conditions of this permit. 

/ 

rmittee or A orized Representative Title Date 

Permittee's Address City State Zip code 

Home Phone Work Phone, Contact Person 

:::rw I. 7 2.COB 
Date 

Form D;)(c; 11/13/02 
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Exxon Mobil Corporation 
Point Thomson Drilling Program 

Equipment Staging and Site Preparation Project Description 

1. Introduction and Project Overview 

Exxon Mobil Corporation (ExxonMobil), as operator and on behalf of the Point Thomson 
leaseholders, proposes to stage equipment and fuel for use in ice road construction and other 
operations, and conduct site preparation work at the existing Point Thomson Unit #3 (PTU #3) 
gravel pad during July and August 2008 as the initial phase of drilling operations for the Point 
Thomson Drilling Program. The PTU #3 location lies 52 miles east of Deadhorse, Alaska along 
the Beaufort Sea coast. Ice road construction and actual drilling will be covered under 
subsequent permit submittals. 

The proposed work includes facilitating removal of equipment currently stored on the pad by 
another operator; placement of ice road construction equipment, a 30-man construction camp, 
fuel storage tanks, and fuel associated with ice road construction and for use in other operations; 
and maintenance and site preparation of the existing pad. Additional project equipment to be-­
staged onsite may include drilling rig components, casing and materials for drilling activities. 
The maintenance and site preparation work will include grading, placing additional gravel from 
the Prudhoe Bay area, and installation of a cellar(s) and conductor(s). Following site preparation 
work, a small staff may be maintained onsite for maintenance and security until ice road 
construction personnel mobilize to the PTU #3 location in November or December. 

Permit approval for the work is being requested to allow the staging of ice road construction 
equipment and pad maintenance and site preparation work to be performed in an optimal manner 
during the summer. This also will allow greater utilization of the available winter drilling season 
on the PTU #3 location. Approximately three to four weeks can be added to the available 
drilling season time with summer staging of equipment and preparation of the site. Time savings 
will be realized by staging ice road construction equipment to allow construction of the sea ice 
road to occur from both the PTU #3 and Prudhoe Bay ends of the planned road and by having the 
site ready to accept ice road construction crews and the drilling rig. 

2. Site Description 

The existing PTU #3 gravel pad was used for the drilling of the Point Thomson Unit #3 
exploratory well. Temporary fuel storage tanks (empty) as well as miscellaneous equipment and 
stacked well casing is being stored on the location by another operator. There is a gravel 
extension from the PTU #3 pad to the Beaufort Sea coastline that allows equipment from a barge 
to be transferred to the pad without crossing tundra. The site is largely surrounded by typical 
North Slope coastal tundra as shown in the attached aerial image, Figure 1. 

Page 1 oflO 
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3. Project Permitting 
Pennit applications and requested authorizations for the proposed activities are listed in Table I. 

Table 1: Project Permitting Reqnirements. 

Permit Approval or Authorization Al!encv 

Coastal Project Questionnaire Alaska Department of Natural Resources 
(ADNR) . 

Land Use Pennit Alaska Deoartment of Natural Resources 
Title 41ITitle 16 Fish Habitat Pennit Alaska Department of Natural Resources 
Develooment Pennit North Slope Borough Planninl! Department 
Letter of Authorization (LOA) for the 
incidental taking of polar bears and Pacific U.S. Fish and Wildlife Service 
walrus 
Spill Prevention, Control, and Countenneasure 

U.S. Environmental Protection Agency (EPA) (SPCC) Plan 
Operations and Facilitv Response Plan U.S. Coast Guard 

Helicopter operations will be conducted consistent with ADNR's Beaufort Sea and North Slope 
Lease Sale Mitigation Measures, which require that helicopter operations maintain elevation of 
1500' or more whenever possible and make approaches and departures from landing points in a 
near vertical profile when practicable. 

4. Summary Operations Plan 

4.1 Project Schedule 

The project schedule for the equipment staging and site work is shown in Figure 2. An 
initial site inspection and survey, on or about June 20, 2008, is planned in advance of 
initiating project activities. Barging of the ice road construction equipment, 30 man 
camp, fuel tanks and other necessary supplies would occur in mid to late July and 
August. Based on the results of the June survey, gravel may be barged in to provide a 
stable surface for placement of the rig and drilling of the well within the existing gravel 
footprint. Barging activities will be confined to time frames that do not conflict with 
subsistence whaling activities. A small crew may remain onsite to conduct maintenance 
and provide security for the equipment and materials until ice road construction personnel 
mobilize to the location in November or December. 

Page 3 of 10 
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Figure 2 
ExxonMobil 

Point Thomson 
Equipment Staging and Pad Preparation Project Schedule 

10 Task Name 
I 51art J Finish 

I . SeD ._.L .. &:!. ~. :NQ.'L. lJi~: . jan. .... -:,---
-Sargirig'ofEqUfjlmeiif andMateriais-

.j. -_ .. _--_ .. - . 
-'-"--'.~.---

~MiY: _1 ]Y.L_. Jif Ail!! 
7/15/08 8/30/08 Ii i.~ :~!';' j (I .. .... ,- '" ,.. _ .. 

2 Camp Setup 7/15/08 7/20/08, [] --""3-
Gravel Haulin.g 7/21/08 7/30/08 OJ 4 Pad Preparation 811108 8/15/08 G:1l ~ .f ~ -'-5--
Onsite Equipment Backhaul 8/16/08 8117108 0 -'-6-- Final Equipment Staging 

.~~}~g~ __ ~;~~;l_. ___ . , ___ ._. __ . _ I 'li -_. __ ._. ........ .... . ....... 

_!..._ .. ~ec~~i!L Crew_ Stan~~L _____ . _._~ I~ f ; ~ j , 1 : ' : . t ~ ; ~ : I ~ i ' ~ I ~ i ~ t : ,- ~ ~ :' /' 'I 
--- - - .- .. 

Task 1.1 ;'-i n r: ~ ::-.::;;1 Milestone • External Tasks I '. " . -I 
Project Projecll.mpp , , External Mileslone • Date: 6/3/08 Spl" Summary 

Progress ProJeci Summary • • Deadline V 
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4.2 Site Access 

4.2.1 Helicopter Support 

Access to the PTU #3 location for personnel and small freight operations will be 
conducted via helicopter transportation from the Deadhorse airport. A Bell 212 
or 412 helicopter will be utilized for personnel movement and emergency 
response during the work program. 

4.2.2 Barge Transportation 

Transportation of heavy equipment and materials will be via barge transportation 
from the Prudhoe Bay West Dock with routing along the northern Beaufort Sea 
coast and off-loading on the gravel beach at the north end of the PTU #3 pad. 
Barge operations are anticipated to require approximately 23 round trips from 
West Dock for the movement of ice road construction equipment, temporary fuel 
storage tank facilities, work camp/crew quarters, aggregate material for pad 
preparation, and other necessary equipment and materials. Two deck barges (60' 
x 200' each) with accompanying tugs will be utilized for the marine transportation 
requirements. 

Barge activities will be confined to timeframes that do not conflict with 
subsistence whaling activities. The barging schedule will be coordinated with the 
North Slope Borough and communities of Kaktovik and Nuiqsut to avoid 
subsistence conflicts. The planned barging route from West Dock to the PTU #3 
location is shown in Figure 3. 

Access to the PTU #3 site will be controlled by onsite personnel. General public 
use of the area is limited to the occasional local hunters that come through the 
area by boat in summer and who will be able to stop and visit the location. 

4.3 Onsite Personnel 

Initial survey and tank inspection will consist of up to eight (8) personnel that will 
commute by helicopter from the DeadhorselPrudhoe Bay area for up to six (6) days. 
Remaining activities will require up to 20 personnel for equipment staging and site 
preparation. These personnel will be housed in the crew camp facilities that will be 
barged to the site during this time period. 
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Once equipment staging, site preparation and tank installation is complete, a temporary 
camp for approximately two personnel will be staffed for maintenance and security 
purposes. 

4.4 Camp Facilities 

A 30 man camp will support the summer operations and will be subsequently used by the 
ice road construction personnel starting in November. The camp will have primary and 
backup generators for power of approximately 150 KW each. Fuel for these generators 
will be stored in the onsite fuel tanks that are to be installed and in generator day tanks. 
Treated camp wastewater will be discharged to the tundra in accordance with NPDES 
Permit No. AKG-33-0000. Sewage and sewage sludge disposition will be determined 
after selection of the specific camp facility by the ice road contractor. Depending on the 
unit selected, sludge may be incinerated on site in "Incin-o-lets" toilet units or collected 
and shipped offsite for disposal in the Prudhoe Bay area. Trash will be stored indoors and 
backhauled to Deadhorse or incinerated onsite to minimize the potential for wildlife 
attraction. Camp water during the summer will be delivered to the site from water sources 
within the Prudhoe Bay area and held in camp tanks. Resupply of the camp water will be 
by barge transport. Following the completion of barging, camp water will be provided by 
helicopter until snowmobiles are able to access water supplies at the Alaska State C-l 
water pit. Water may also be taken from lakes close to the drillsite. Lake and gravel pit 
water usage will be less than 500 gallons/day. 

4.5 Equipment Staging and Site Preparation 

The anticipated equipment to be staged at the PTU #3 location is listed in Table 2. Prior 
to transport to the PTU #3 location, the equipment will be serviced in Deadhorse and any 
identified maintenance issues that could result in leaks or faulty operation will be 
addressed and remedied. 

Table 2: Equipment to be Staged at PTU #3 Location. 

Equipment Quantity Planned Use 
Compactor I Gravel placement 
Fuel tanks, 18,000 gallons each 9 Fuel storage 
30 man camp I Quarters 
Skid camp I Security crew quarters 
Tucker Sno-Cat I Ice Road Construction 
TV-I45 Pumper I Ice Road Construction 
966 Loader / Snowblower I Ice Road Construction 
Service / Mechanic truck I Ice Road Construction 
150 bbI water truck I Ice Road Construction 
325 bbl water tanker I Ice Road Construction 
Fuel truck I Ice Road Construction 
Warehouse building I Maintenance, storage 
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Emergency shelter/oil spill container TBD Ice Road Construction 
Light plants, heaters, other TBD Ice Road Construction 
miscellaneous equipment 

Site preparation activities may include placement and compacting of approximately 2,000 
cubic yards of gravel within the existing gravel footprint to provide a smooth working 
surface and level area for the subsequent placement of the drilling rig. Actual gravel 
importation quantities will be determined from site survey activities in June. Gravel will 
be obtained from an existing permitted pit in the Prudhoe Bay area under an existing 
contractor material sales contract. Additional site preparation activities include 
installation of temporary fuel tanks, staging of approximately 160,000 gallons of fuel, 
erection of a material and equipment shelter building, installation of a cellar(s) and 
conductor(s), and facilitate removal of existing onsite equipment. The planned location 
for the equipment and materials is shown in Figure 4. 

4.6 Fuel and Hazardous Substances Control 

Onsite equipment will use diesel fuel, hydraulic oil and lubricants for operations. 
Approximately 10,000 gallons of diesel fuel will be stored onsite in a tanker truck(s) to 
support initial site set up and preparation. An undetermined minor volume of commercial 
lubricants will also be located on site in secured indoor containers. 

ExxonMobii plans to install temporary fuel storage tanks with an aggregate storage 
volume of 160,000 gallons in a lined containment area. The tanks will be double wall, 
API 653 certified fuel tanks. When this temporary storage facility is completed, a fuel 
barge will be dispatched to fill the tanks with diesel. This volume will be sufficient for 
the equipment staging and site preparation activities during the summer and ice 
construction operations in November and December 2008. After construction of the ice 
road, the fuel tanks will store fuel for drilling operations. The tanks will comply with. 
ADNR, ADEC, EPA and North Slope Borough requirements. Fuel transfers from barges 
will comply with USCG requirements. 

A Spill Prevention Control and Countermeasure (SPCC) Plan for the completed 
temporary tank facility and other onsite fuel storage containers will be prepared and 
submitted to the EPA. These temporary fuel storage facilities will also be included in the 
Oil Discharge Prevention and Contingency Plan (ODPCP) which will be prepared to 
cover the drilling activity. 'Containment for the temporary tank farm will consist of lined 
and built up cells capable of containing 110% of the storage capacity of the largest 
emplaced tanle The tanks will be inspected on a daily basis in accordance with the SPCC 
Plan requirements to verify tank integrity. 
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5. Project Representative and Contact 

An ExxonMobil designated project representative will be onsite at all times during operations. 
Twenty-four hour phone service will be available at Deadhorse and/or the PTU #3 camp. The 
following persons or positions are designated contacts for the project. 

Table 3 - ExxonMobii Contact Personnel 
Name Title PhoneJEmail Mobile Phone 

Mike Flynn Construction TBD 

Joseph Adami 
Supervisors 

Joseph.adami@fairweather.com 907-244-9016 

William C. Point Thomson 907-564-3766 
Pecor Coordinator william.c.pecor@exxonmobil.com 

Rob Dragnich Pennitting Coordinator 907-564-3711 907-830-4796 

rob.g.dragnich@exxonmobil.com 
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NORTH SLOPE BOROITGH 
PLANNING DEPARTMENT Johnny L. Aiken, Director 

PO_Box69 
Barrow. Alasf...a 99723 

Pilone; (907) 852·2611 
(907) 852·0320 

Fax. (907) 852·0322 
July 31. 2008 

Exxon Mobil Corporation 
ClO Craig A. Hayme. Alaska Production Manager 
P.O.Box 196601 
Anchorage. Alaska 995 19-660 I 

RECEIVED 

AUG 7 2008 

CAHaymes 
Production AIaIka 

RE: NSB 08-408.Conditional Use Permit. Point Thompson Equipment Staging and Site Preparation. 
Umiat Meridian. Point Thompson Unit #3. nON. R23E. Section 34. Resource Development 
District 

Dear Mr.Hayme: 

We have completed our review of your request to stage equipment and fuel for use in ice road 
construction and other operations. associated with site preparation at the existing Point Thomson Unit #3 
(PTU #3) gravel pad. This initial phase of drilling operations for the Point Thompson Drilling Program. 
which includes setting two conductors at the (PTU #3) pad. will take place in August and September 
2008. (See attached leiter). 

Summer stud ics: 

I. Bathymetry studies in the area of the proposed barge landing at the PTU #3 pad. 
2. Topographic surveying of the (PTU #3) pad. 
3. Geotechnical analysis (soil borings and ground penetrating radar) of the PTU #3 pad. 
4. Inspection of fuel tanks and other equipment stored on the pad by another operator in 

preparation for removing those items. 
5. Archeological studies to potential water sources along the coastline between the Prudhoe 

Bay area and Point Thompson arca. 
6. Bathymetry survey between the Endicott causeway and the PTU #3 pad. 
7. Inspection of exploration drill sites in the Point Thompson area to plan well inspections and 

remedial work. 

The project is set to commence on August 2008. with a completion date of January 31. 2009. 

We have determined that your proposed activity is consistent with Title 19 and the North Slope Borough 
Coastal Management Program provided that you comply with the following conditions: 

PROJECT SPECIFIC STIPULA nONS: 

I. Exxon Mobil Corporation will submit results of any records of studies it has done on wildlife 
that may be affected by its activities (i.e .. marine mammal observer reports) to the NSB Wildlife 
and Planning Departments as soon as the reports are available. but no later than July I. 2009. 
This requirement does not pertain to engineering or geotechnical data not directly related to 
wildlife. 

2. Exxon Mobil Corporation must obtain a non-objection letter from the Land Owner and must send 
a copy to the NSB Planning Department. To the extent the land is owned by the Alaska 
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Department of Natural Resources (ADNR), an ADNR penn it specific to this project will suffice. 

3. Pennittee shall conduct activities in accordance of "economic opportunity policies" that reflects the 
codified section ofTitie 19, NSBMC 19.70.030. 

4. Pennittee shall consult the villages of Kaktovik and Nuiqsut regarding developments in the project, 
and adjust the project accordingly if need be, in response to reasonable concerns of the villages of 
Kaktovik and Nuiqsut. NSBMC 19.70 

5. Exxon Mobil Corporation shall develop a GPS tracking system (i.e., navigation logs with 
coordinates in real time) for all vessels to help minimize subsistence activity conflicts. NSBMC 
19.70.050 (D) (I), NSBCMP 2.4.3 (d). 

6. Exxon Mobil Corporation shall have signed Conflict Avoidance Agreement (CAA) with Alaska 
Eskimo Whaling Commission (AEWC), the Whaling Captains of Kaktovik and Nuiqsut prior to 
commencement of barging activities. NSBMC 19.70.040 (E) 

7. Exxon Mobil Corporation shall develop a subsistence mitigation program prior to the barging 
activities for the villages of Kaktovik and Nuiqsut to be implemented by the respective villages. 
NSBMC 19.70.050 (D) (I), (F) NSBCMP 2.4.3 (f). Exxon Mobil Corporation may satisfy this 
requirement by agreeing to (I) provide emergency assistance to subsistence users in the event of 
inclement weather; (2) assist with transportation of harvested whales to shore if required; (3) 
reserve 1,000 gallons of fuel for subsistence users in the event that displacement of subsistence 
resources requires users to travel farther in search of resourceS. 

8. This pennit shall not become etTective until an ACMP review consistency detennination (if 
required) is complete. and Alaska Department of Environmental Conservation (ADEC) approves 
the applicant's C-Plan (if required). 

9. Exxon Mobil Corporation shall have Tribal Consultation on Regional level (with ICAS) and 
Tribal Entities of Kaktovik and Nuiqsut. 

10. Exxon Mobil Corporation shall adhere to all conditions set forth in the July 25, 2008 StatT 
Recommendation. 

PROJECT STIPULA TJONS: 

I. A Status Report for the activities conducted under this approval must be filed with the Planning 
Department on May I and Januaty I each year, from the date this approval is issued and until a Completion 
Report is filed with the Division. Failure to file status reports or the completion report in a timely manner 
may result in revocation of this approval. The completion report shall contain a statement describing any 
clean-up activities conducted specific to the phase of activity, the method of debris disposal, and a narrative 
description of known incidents of surface damage. 

2. The applicant shall defend, indemnify and hold the North Slope Borough harmless from any and all 
claims, damages, suits, losses, liabilities and expenses related to the injury to or death of persons and 
damage to or loss of property arising out of or in connection with the entty on and use of property within the 
North Slope Borough boundaries authorized under this approval by the applicant, its contractors, 
subcontractors and their employees. 

3. Amendments and modifications to this approval require 15-day advance notice and must be approved in 
writing by the Land Management Administrator. 

4. The applicant shall infonm and insure compliance with any and all conditions of this approval by its 
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employees. agents and contractors. including subcontractors at any level. 

5. Rehabilitation, Restoration, Remediation, and Cleanup shall be completed to the satisfaction of thc 
Administrator. 

6. Tundra travel on or across Native land claims is not authorized under this approval. The applicant shall 
consult Bureau of Land Management master title plats prior to any exploration or drilling to ensure surface 
operations do not cross or impact existing or pending native allotment claims. The purpose of this 
stipulation is to avoid trespass andlor damage to in-holdings on North Slope Borough-<>wned lands. 

7. In the evcnt of a spill, Exxon Mobil Corporation shall contact the following agencies; National 
Response Center (NRC): phone (800) 424-8802; ADEC - Business Hours phone (907) 451-2121, fax 
(907) 451-2362; ADEC -after hours and weekends call AK STATE TROOPERS (800) 478"9300; Alaska 
Department of Natural Resources - Oil Spill Hotline phone (907) 451-2678, fax (907) 451-2751; North 
Slope Borough (NSB) (907) 852-0440 (24-hour phone), fax (907) 852-5991; NSB Disaster Coordinator 
(Pat Patterson) phone (907) 852-2822, (907) 852-6111 (24 hours on call) fax (907) 852-2475; US Coast 
Guard phone (907) 271-6700, fax (907) 271-6765; US Fish and Wildlife Service (spills that may impact 
ANWR) phone (907) 456-0250, fax (907) 456-0248; BLM Anchorage - NPR-A phone (907) 267-1210; 
fax (907) 267-1304; BLM Fairbanks - NPR-A (Don Meares) phone (907) 474-2306, fax (907) 474-2386. 
The Northern Regional office of the Division of Mining, Land and Water shall be supplied with all 
follow-up incident reports. 

8. The applicant shall hold well advertised meetings in Kaktovik and Nuiqsut to ensure that the activities 
do not conflict with subsistence uses of the area near Kaktovik and Nuiqsut. These meetings are 
intended to engage the subsistence hunters that use the areas that you plan to explore. If there are 
potential conflicts, you will develop a plan to mitigate those conflicts. Any plan must be approved by the 
NSB Planning Department. In the event that a meeting is not held prior to permit approval, Exxon Mobil 
Corporation shall provide the Planning Department (c/o Waska Williams) with an update of concerns 
raised by villagers, and Exxon Mobil Corporation's efforts to mitigate any conflicts. 

OIL SPILL PREVENTION AND RESPONSE STIPULA nONS FOR FUEL STORAGE: 

I. The permittee is reminded to conform to the provisions of NSBMC Chapter 19.70 for industrial 
development. The proper design. installation and operation of fuel storage, transfer and loading 
facilities are a condition of this permit. NSBMC 19.70. 

2. Impermeable lining and diking is required for fuel storage facilities with a capacity greater than 660 
gallons. The facility must be designed to hold 110% of the contents of the largest tank in the 
containment area, plus additional capacity to account for annual average precipitation. An engineer 
must certifY that the lining and diking system meets these standards. 

An oil spill prevention and response plan that provides for sufficient trained personnel and oil spill 
response equipment to respond to the worst-case discharge at this pad, must be in place prior to operating 
this pad. 

SPILL RESPONSE TACTICS: 

Compliance with the following is required: 

• Place drip pans under vehicles parked over 5 minutes or during refueling 
• During bulk fuel transfers, placement of vinyl liners with foam dikes with a capacity of 25 

gallons under all valves or connections to diesel fuel tanks that are not within secondary 
containment. 
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Pink dye will be added to all diesel fuel prior to transporting to the field crews to aid in spill 
detection. All spills will be reported and cleaned up by Exxon Mobil Corporation. 

HELICOPTER STIPULATIONS: 

I. Exxon Mobil Corporation will communicate with the City of Kaktovik and City of Nuiqsut prior 
to conducting the 2008 study work in order to avoid impacting subsistence activities. NSBMC 
19.70.050 (L), NSBMC 19.70.050 (J) 3. 

2. Exxon Mobil Corporation shall employ subsistence representatives to assist in minImIzing 
impacts to wildlife and local subsistence activities. Exxon Mobil Corporation is encouraged to 
hire its representatives from the Villages of Kaktovik and Nuiqsut (or other NSB villages if no 
one from Kaktovik and Nuiqsut is available). NSBMC 19.70.050 (L) 4, NSBMC 19.70.050 (J) 
3. 

3. Helicopter use in support of study activities shall maintain at minimum, 1,500 feet of altitude to 
avoid harassment over concentrations of 25 or more caribou, and over hunters in the area in of 
pursuit of subsistence animals, except during takeoffs and landings or as required for human 
safety. NSBMC 19.70.050 (L) 4, NSBMC 19.70.050 (J) 3. 

4. To minimize impacts to subsistence activities, a helicopter route shall be established from routine 
site locations. Exxon Mobil Corporation shall not deviate from that prescribed route, unless 
avoidance of a large concentration of animals is occurring. or for human safety. The helicopter 
route for this project is limited to the study area. NSBMC 19.70.050 (L) 4, NSBMC 19.70.050 
(J) 3. 

5. Airports and helicopter pads are required to be sited, designed, constructed and operated in a 
manner that minimizes their impact upon wildlife. NSBMC 19.70.050 (L) 4, NSBMC 19.70.050 
(J) 3, Vehicles, vessels, and aircraft that are likely to cause significant disturbance must avoid 
areas where species that are sensitive to noise or movement are concentrated at times when such 
species are concentrated. Concentrations may be seasonal or year-round and may be due to 
behavior (e.g., flocks or herds) or limited habitat (e.g .. polar bear denning. seal haulouts). 
Horizontal and vertical buffers will be required where appropriate. Concern for human safety 
will be given special consideration when applying this policy. NSBMC 19.70.050 (I) I. 

SUBSISTENCE MlTIGA TION PROGRAM: 

I. Exxon Mobil Corporation shall contact the NSB Land Management Administrator to prepare and 
implement a Subsistence Mitigation Program to mitigate adverse impacts to subsistence 
activities. Pursuant NSBMC 19.30.070 (A) (I), (2) 

Exxon Mobil Corporation shall hire local subsistence representatives (preferably someone who knows 
the area and cabin or native allotment owners located in the general area) to work as a guide during 
construction and to monitor the activities of the proposed project construction. 

ECONOMIC STIPULATIONS: 

I. The applicant is advised that the Borough strongly encourages those seeking to do business on the 
North Slope to conduct their operations in a manner, that enhances locally-based economic and 
employment opportunities for Borough businesses and residents. In order to ensure that these goals 
have been considered in the design and administration of project operations the applicant shall 
submit an economic opportunity plan to the Land Management Administrator that outlines, in 
detail, how the policies outlined below and codified at NSBMC 19.70.030 have been addressed. 

------------------------------------------------------------------------
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Developers are encouraged to conduct operations to the extent practical and feasible: 

A. Using suppliers or subcontractors from within the Borough for work, which can be 
accomplished competitively by local private businesses or regional or village corporations. 

B. Employing local Borough residents, unless residents of the local villages express no interest in 
the work. 

C. Utilizing flexible emplo)ment procedures, which allow the pursuit of subsistence opponunities 
by Borough resident employees. 

D. Incorporatingjob-training programs targeting Borough residents. 

I. The applicant shall present the economic opponunity plan to the Land Management Administrator for 
consideration prior to commencement of operations. 

GRAVEL STIPULATIONS: 

Exxon Mobil Corporation shall not expand the gravel pad already in the project area beyond its existing 
surface area, but may add gravel layers over the existing pad for maintenance. 

The lands and facilities subject to this permit must be maintained in good condition and in conformance 
with the terms and conditions of this permit. You are not relieved of this requirement if you abandon the 
permitted activity, although you may make a good faith transfer to a third pany. Should you wish to 
cease to maintain the authorized activity or should you desire to abandon it without a good faith transfer, 
you must obtain approval from the Land Management Administrator or his designated representative, 
which may require restoration and or re-vegetation of the area. 

GENERAL STIPULATIONS 

I. The permittee is reminded to conform to the provisions of NSBMC Chapters 9.08, 9.12 and 9.16 
regarding solid and sanitary waste collection/disposal and potable water. The proper and lawful disposal 
of waste in an environmentally sound manner is a condition of this permit. If the permittee does not 
anticipate using facilities operated or approved by NSB, the Alaska Department of Environmental 
Conservation at (907) 269-7500 shall be contacted for an approved sanitary and solid waste disposal 
plan as well as a plan for potable water for temporary and permanent facilities described in this permit. 
A copy of the approved plans shall be submitted to the North Slope Borough Permitting and Zoning 
Division to become a pan of this permit file. NSBMC 19.70.050(1)(4)&(5) 

2. Should any cultural, archeological or paleontological resource materials (including, but not limited to 
anifacts, house mounds, grave sites, ice cellars, and fossilized animal remains) be discovered in the 
course of activities conducted under this permit, the site shall not be disturbed and the North Slope 
Borough Inupiat History, Language and Culture Commission shall be promptly notified at (907) 852-
0422. NSBMC 19.70.050(E) through (G) 

3. All oil and other hazardous material spills over 55 gallons shall be reported immediately to the NSB by 
telephoning (907) 852-0440. The follow-up written repon will be faxed to the NSB Permitting and 
Zoning Division fax (907) 852-599land the NSB/OSEA office at (907) 852-0327. A repon of all spills 
shall be submitted to our office on a weekly basis. A sufficient amount of absorbent materials shall be 
on hand at all times in the event of any fuel, oil, or chemical spills. Spills shall be cleaned up as soon as 
possible. NSBMC 19.50.030(1) 

4. The Land Management Administrator may require that his authorized representative be on-site during 
any operations conducted under this permit. NSBMC 19.30. I 00 

5. Within the constraints of federal, state and local law, the permittee and its agents are encouraged, 
through a voluntary affirmative action program, to hire and train residents of the North Slope Borough. 
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In order to comply with this stipulation the permittee and its agents shall contact the Mayor or City 
Manager and the village corporation of any village most affected by this pennit In this case contact the 
village of Nuiqsut at (907) 480-6727 and Kuukpik Corporation at (907) 480-6220 to detennine if there 
are qualified people available or people who could be employed for on-the-job training. NSBMC 
19.70.030 

6. The permittee shall comply with all local, state and federal laws and pennits applicable to this project. 
NSBMC 19.30.100 

7. This permit is valid for the duration of the existence of the development and the develope~s compliance 
with the terms and conditions herein. This pennit automatically expires within twelve months of 
approval ifno actual development has commenced. Failure to comply with the conditions of this permit 
could result in immediate revocation of this pennit NSBMC 19.30.070 

8. The perminee shall infonn and ensure compliance with these stipulations by its agents and employees. 
This permit shall be posted in a conspicuous place for these individuals to see. NSBMC 19.30.100 

Our review was conducted in accordance with NSBMC, Title 19. The purpose of our review is to ensure 
that your project achieves the goals and objectives, and implements the policies, of the Borough 
Comprehensive Plan, including its Coastal Management Program; to ensure that the future gro"th and 
development of the Borough is in accord with the values of its residents; to identify and secure, for present 
and future residents, and beneficial impacts of developments; to identify and avoid, mitigate, or prohibit the 
negative impacts of development; and to ensure that future development is of the proper type, design and 
location, and is served by a proper range of public services and facilities. 

If your proposal is changed from what is represented in your application dated June 18, 2008, you must 
contact this office prior to the change being implemented in order to determine whether the enclosed 
authorization requires an amendment. 

By copy of this letter, we are advising the below-listed individuals and their respective agencies that the 
proposal, as conditioned, complies with our District Coastal Management Program, and Comprehensive 
Plan. 

Any aggrieved person, including the developer/applicant, may appeal the decision of the Land Management 
Administrator by serving written notice to the secretary of the North Slope Borough Planning Commission 
and the developer/applicant within 30 days of receiving this decision. The notice shall state the reasons why 
the appellant believes the decision of the Land Management Administrator is improper. 

If you should ha,'e any questions, please contact, Waska A. Williams Jr., Land Management Specialist at 
(907) 852-0440 or by email at waska.williamsl@north-slooe.org. 

Sincerely, 

jJ~J >7..t.£L-L 
Paul Bodfish Sr., 
Chainnan 

CC: NSB Planning Commission 
Craig C.ICOrge. NSB Wildlife (bo"hcadJflsh) 
Robcn Suydam, NSB Wildlife (BirdsfRowheadlBeluga) 
lIany Brower. Jr .. NSB Wildlife (SubsistenccIWhaling Captain) 
Theresa Judkins. Director. A£WC 
Dorttn Lampe:. Lands Officer. Planning.. NSB 
Linda Chrestman. [kpuly As~~t. Assessing Di\·ision. NSB 
Nora Jane: Bums. KaktoVik Village Coordinalor. NSB 
Don::as TukIc:. Nuiqsut Village Coordinator. NSB 
Harry Sader. AkDNR. Fairbanks 
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Dt-nnis Gnath. JPO Liaison. D:,\,R. OHMP. Anchorage 
Robert Mcl.ean. Area Manager. DNR. OHMP. Fairbanks 
Larry OrigIn. USDlIF&WS. Fairbanks 
Jeanne Hanson, US[)l!N~iFS. Anchorage 
Josephina Dtlgado-Plikal. Al;OMBIDGC. Juneau 
Bill Smythe. AkDEC. Fairbanks 
Mike Hoiley. Don Rice. US Army COE 
Price leavitt, E'(ccUli\'e Director. lnupiat Community oflhe Arctic Slope-
Lloyd Paningona. Reali)' Direclor. lnupiat Community of the Arctic Slope 
~1anha Fall.:. Dept. of Smural Resources. Inupiat Communil)' of the Arctic Slope 
Roberta Quinta\'eli. Prcsidem, Arctic Slope Regional Corpolillion 
Anthony Ed"lUdscn. President. Ukpcap'ik Inupial Corporation 
Phillip Tiklul.:. Jr,. Ptoident. Kukto\'ik Inupial Corporation 
Isaac Nukapigak. President, Kuukpik Villate Corporation 
Mike StOtts. Mayor. Cil)' of Barrow 
Chillies E. Hopson, EPA Program Manager Nall\'e Village of Rarro" 
Freddie Aishanna. Mayor. Cil}, of Kuklm'ik 
Sam Kunamanll, Mayor. Cil)' ofNuiqsul 
Katie FlUley. State Pipeline CoordinalOrs Ollicd JPO. SQA 
Leonard lampe. President. Nuiqsut Tribal Council 
Arctic Area Manager. USOIIRLM 
Sle\'c SchmitZ. AkDNRlOO&G. Anchorage 
Files 

N08-408fJLAfgb /ww 
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Pennit Number 

Land Management 
Regulations Permit Application 

101-40'3 
Applicant Exxon Mobil Corporation 

Address P.O. Box 196601 

Anchorage, AI( 

Contact Person Robert G. Dragnicb 

Location (TRS) 70" 10' 20.06"N I 1460 IS' 20.62" W 

Zoning Disltict ____________ _ 

Proposed Start Date --,J",u",ly",l:;s,,-, "'20"'08"'--____ _ 

NORnl SLOPE BOROUOII 
UEPARTMENT Of' PI.J.NNrsG AN OCOMMl.INJTY SERVICES 

f'£R.\.tmINGAND l..ONISG DIVISIO:-'-

Pennit Type __________ _ 

Date June 11. 2008 

State ID ____________ _ 

Phone 907-564-371 I 

Project Name Point Thomson io:quipment Staginc and Site Preparallon 

Unitized Field Name 

and Pad Location Point Tbomson Unit #3 

Completion Date.: __ -"J"s"nu",s"rYL;;3C!IL,2::0"0,,,9 __ _ 

Proposed Development Pad preparation, equipment Itaging including fuel tanks and fuel for later work 

Purpose of Development ______ -'S"'ee=a"'t"ta"'c:!b~e"d!cP~ro!llj~ec~t'_D=e"'sc:!n.!J·p"'t"io"'n"'.'--________ _ 

D FilVDredgc Material ___________________ Acres _____ _ 

o Oil and Gas Wells Number of New Surface Holes: ________________ _ 

~ Temp. Water Use Source Alaska State C-l Gravel Pit Access Snowmobile 

Purpose Fresh water for eamp Maximum Amount <500 2pd 

~ Off Road Travel: Period of Travel Odl, 2008 - Jan 31, 2009 Equipment Snowmobile' 

Access to Site Helicopter / Snowmobile 

~Fucl Storage Type _-'D!!i~ .. ~e'!.I ____________ Amount 160,000 Gaoons 

Handling Third Party Fuel Supplier. Double waUed tanks in lined containment. 

D Hazardous Type ______________ Amount _____ _ 

Materials Storage Handling 

t8l Solid Waste Treatment Backhaul to permitted facilities in Prudhoe Bay or incinerate on site. 

D Mining Mining Habitat _____________________ _ 

t8I Air Emissions Type See Proiect Description Amount < 100 tons/yr 

~ NoiselVibrations Type Heavy equipment, HeUcopter Amount ______ _ 

D Sensitive Habitat Floodplain ___________ Shoreline ________ _ 

~ Transportation Type Helicopter, Snowmobile, Barging 

D Morine Tanker Facility D Seismic Work D Utility Development D Recreational Development 

D Causeway Construction D Offshore Drilling 0 Residential Development D CD·ROM Included 

D Airport or Helicopter Pad D Oil Transport System 0 Snow Removal 
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ATI ACII TO TillS APPUCA TlON nlE FOLLOWING: 
-GENERAL VICINIIT MAP 
,SPECIFIC LOCATION MAP,INCLUDING NEARBY EXISITING DEVELOPMENT AND NATURAL FEATIJRES 
,srru SPECIFIC FOOTPRINT (IN ESRI SHAPE FILE FORMAn ON A Cl).ROM 
-A DIGITAL GIS SHAPE FILE OR GEODATABASE OFntF. PERMIT AREA WITH NO A1TRIBUTES. THE PROJECT 
SHOULD BE NAD 1921 ALASKA ALBERS OF GEOGRAPHIC 
-DESIGN PLANS (PLOT PLAN). ELEVA 110NS. CROSS SECTIONS, PROFilES. AS APPROPRlA Tn 
,SUPPI.EMENTAL INFORMATION. AERIAL PIiOTOORAPfiS. STIJDIES, ETC. (AS NEEDED) 

SEND TO:NORTII SI.OPE BOORUGH. LAND MANAGEMENT ADMINISlRATOR 
PO BOX 69 
BARROW. Al.ASKA 99123 
PIIOHE: (907) B52-0320 

IIIEREDY CERTIFY THAT TilE FOREGOING IS-TRuE ANIicoRREcrTo 1iiE BEST 6VMY KNOWLED(lE 

A.'OO'~~ 4~ D", ,J,jp 

Name 
I144JKII /,/tmJ(,7QJ ",.,,,,"';.:/C 

Title 

FEE PAID 0 SPECIAL PLANNING COMMISSION MEETING ... SI2,OOO.OO 
181 DEVELOPMENT PERMIT ... S2,OOO + 5500 PER WELL 
gADMINISIRAllVE APPROVALS ... SI500.00 
'fi.. CONDITIONAL DEVELOPMENT PERMITS ... S),OOO.O AMOUNT PAID ..:$~2:>:.O:::O:!:O ___ _ 

DECISION 

o ADMINISTRATIVELY APPROVED 

This is a minor amendmenl to a development permit or is a usc ofland listed under admiuistrative apptovab for this zoning district. 

o REZONING APPROVED 

This proposed development substantially complies with the Master PiAn, and a use permit is issued. conditioned on rompliancc wilh all 
n:levaJl1 Master PWl conditioru. lease stipulations and provisions of state aod feder.lllaw and permits scn-cd then: under. 

o DEVELOPMENTPERNUTAPPROYED 

The proposed development meeu all applicable mandatOly Policics. IqlfCSCDlS the Developer's best efforts to implcrncut all relevant best 
etTons and minimization policies, and as long tIS My conditions set forth in lhe 8C(:(lmpanying letter ue complied with. will rqm:scnt a nct 
public;: benerlt (See accompanyina: letter) 

.J?f CONDmONAL DEVELOPMENT PERMIT APPROVED 

This is 8 usc of laud that u. listed as a cooditioual dcvcJopmcm. for this zoning district or has beca elevated by the land Management 
Administnlor to the Planning Commission. 

o PERNUT DENIED 

(Sec accompanying Icuc:r) 

Date 

If you wish to appeal lhis decision. use must submit written notice to me secretary of the Planning Commission prior to the next 
regularly scheduled meeting. stating the policy or policies in questions and the reason you believe the decision is incorrecl 
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KWlnB8itks, AcWIg DUeaci£ 
~ of AflIsI<lI 
Dll'iSion 1)( 011 RQ<i Gas 
S.Si) W. 7'" Ave!Uie. S~ 1100 
~arll&e, AK 99!iOl~:S611 

No\'~1't,10(l8 

Re: /.{itch,," Unit PIIlD.of&pIOO!tioJi 

>."' Joint House Judiciary & Resources 

I
· . '. Committee hearing 

01 •.....• 12-01-08 

Req~fur .Amendtitomt'oftw;Orilllitg ~tment Dme$ 

Dw,Mr.B~~ 

ru:.(enil1ce ~ ~~ t() ti>att¢tlain. ~UM Njreellle!ir. .apJili1v~ .by .!heP~luf 
NMlnl'.l.{~1irce5 r'ON'.R:,,). eff.,,¢vdaitlllliY ~ 1.2007. 1'bil r<ifuliCn'Qnit Utcrude<> twu j'iI'~ 
knl>w,,~ .~. T<:jJro~ Pt~e.ctand East· .J<itcli!,a:P1'()~.·wf!icl.! ~~ (16) . State· of 
AlBSka:OiJilqd'GlJ${~ ADL,~891&9. ADk'jg9.19(). ADL .. l~9In> APL-38:9192, A(}L<J89f~f.I, 
ADL~3m14. Ari~.jg9915. JIDL-:W9i'1, • .t\DkjM918. Al)Ll.3il991~, i\D1~3&m4;. Apt:. 
389925, WL-3i!9926. ADt,'B90S4t APt-39(}S54,.>iiJi!.~3111106. . 

. Tb'" ISitcllen'Unit Agreetil_t'KAU'')coillBihed w(l\WdiiUiitg~imeutlf detailed'ial!l<hlbtt 
'0'. Ihedtrifial PIli!! of&pJ~<)n; A L'eql.les1!fupmi~i<>t!to P.I!I]t of EXpl~cm Wlis 
Sl!bseq~ slilml!1ted1<l tli¢l>!'iTR. ~ &jJIi:m~er ~5. 1007; 1!\iil ~'1Iw$s ~I!;d <);'.n~h~ 
31, ~OO1lD!d tbeD~ iMUed aiiotice; of'~faiiJl &':i~ 1O.W,1:)~ IlOlIci pf~faulh~~tI¢L 
".' '''''';'-.'~!'''l!'''.;'''';''''"'; T.T .-I't'"':''''', ...... L_.t_" .. ", .... ,;""""' • ..."., .. ,""'...i .. ~ . -am' v ........ -.. . ..:."';;..... a' It =...,,"""'. "', . "' ....... ..-, .• : . .....-- \ " <c.""" oF '!"'> ''''~ "!5>"'''''''''''' ~ ...... !" w:! . """ ..... ~ "'" ...... "'6. JllC 
up' ~i~~ 1i\lI:~ook.~ .. tmd!pnhfd~EO¢tIJa~IY IOoCUl;6~~.ooder UAAC 
8S.374JI»by ~v"lY.®remng:'tIu; K1'IU di:illi~de{lidnoefr0P'i~«J I,:ZWTI" December 
31. 2008,.85 ~ in roc', Si:pl.exrib~2'.2()1)7 ~er, 

As 1i\il0i'<iSid.1l ofQit!in4 Ga$ is. k;Ns.'e;'l'QC l\OO,~;:,.~ R'~liI.us, tT.ci("PEIu..'1 
!m.v"'·~ iIl.lig~H~:wo$ngtQ~,fIIe ~ti(l.i1. ofllliliifiot>~ Jai:fc-llJ?.triIJin.&rig,. 8$ welJ: astlll 
~Plable b,e:wy,lift vesSel·~ao:>I for .~.: ri!l~s;~1q; 'IIie'CooK 1nl~ E$;Q~balJ beguil. 
~miiu to ~·and,dj;Jlv.,;,:si#w ~ ttgto the~.k It!IeIl¥mDiid.~20j}S' be~t~;l\le 
fOnnAAon IJf the Kml. NeedJe;;;; ~iiaY •. tliis~Qi: 1;i1:S ~ is wtnjlli~ !!ndOoitly 
Ui!ikirt~fOi!llj.~~d!fuicil~~ cQmp,.,.y. . ... .. ., ,. '. . .. 

ltnmedia1ely ~h;r tlwacquisiti.,., of'tIle Forest Oil:Co~yl;(]fillii~i.n.Al~ b:r'l'ERt., .P.£ttL 
~~!heir q1leSI'for ajaCt-up'ihilliltg!iit to cIciIllhe CoISIUr Uttj~ pmspett 1Jei:aJ=1?91h EQGiIn~ 
PUL¥~lI'rommon goo! iIltlieacqni~itndlklivaY~f."j~k, ... Ii; to IIR! Cqlik/iiIei;.cimtWo 
~~ritlll'i1JeS~Cg2ih@r~rtatilig efforts izt.rtie.cir~ fuf','n ~aii!af)ICl:~4D;p o$l~ tiganc! f'r.llavy.Hft 
v$eJ.. Addilicinally, ROC and rE~ t;;1!I!.e to aIJlltmiiliy-·bettdl<:iltlllEirangementand.begiut slianit$ . 
.and tq>Eo~smg!<cismie data !o Ire/te.odefiile oofllt Wlt ili'e;lS. 

The efforis bY, both roC and I'tRI~ ha .. () ooilt ~,,!O fu>i1iml afu:t ~l'\eS¢Da!,\~D.<! and 
conm*.le finmIc!a.I ~~conmiinn.6iiI.S,. EOC ~aJld~~~ 
and QCJ<lpi1~i()tl. olilic D~<iild·thc'cOascitnrious I!ttemicib.Md·asSistiirtcetbatbal>!lern proVidDd 10 
bOth EOC 8fid ,>$L Qu~licat,tlns siaamt;Mt W1!Iertiking. 
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On .April 30, 2008, PERL .submitted to the DNR evidence at a drilling rig COJltJact between PERL 
and BlakeOffiiliote, Uc, evidence of the reqUired doWn payment; and a commitment from Blake 
OffShore, LLC' ("Blalm~') to provide the Blalre ·15 1 jlUlk-tJP drilling lig to the Cook Inlet for drilling 
within the Corsair Unit no later than Junc30, 200!). 

On.Novembec17, 2008.BOC lind PERL eoten:d inlo alig sharing agreement for the Blake 151 
offShore jack-up drllling rig. This agreement recognized the cost and risk sharing. opportunities 
by both campames and provided for the fuir lind equiIablesharlng of thejack-updrillingrig, thereby 
providing for the most eXpedient eXplorationaild ~ possible fei: the tWo. companies prospetti . 

On October :Hi 2008; PERL dclivercdto the DNRevidcnce of an wecoted heavy-lift vessol 
ootJtract betWeen BOC, PERL, and Offihoril Heavy TnmBport AS ("ORT') fOf dw use ~f the MN 
Heavy Lift Faloon. for the dCtivery of the Blake 131 jack-up dri!iingrig. 

The stage has I]()W been scitby EOCand PERL fur the deIivety afthe fust jIUlk-up drilIirigtig in 
the Cook Inlet for over two decades, This significant milestone.marks ~e beginningaf an exciting 
new era in ofl'shoreex:ploration and development in the. Cook InIet, not.onIy for EOC lind PERl, but 
for allo£fshort: oil and gas leSsees. . 

Pursuant. to 11 Me 83.343(e),EbC hereby respec:tfuIly requests the amendinent af the 
approvedKHUPJlUlofExploratiou.to allow fur the liuciiesstbl eXploration aild develOpmen(ofthe 
Uilit ThisainCild1i1erit is nCCt.lSSmy b~se it is inlpOssible to ilri.1l thefiist exploriitory well ill, the 
KHU oy DiWriber 31.2008, as indicated akJve. Attached IUldmade apart heretO of the requested 
amendment is admft: fbn».yeari1litial. Plllll of ExpJ~ ("POE"). fIl acCordaoCe with 11 AAC 
83.303; llPPl'oval of this POBis in the beilt intetests·ofthe StBte of.AIask;l, the residenti;·of AliIska, 
tho energyC01lSU!Il.us. (privilt.e; commercial.and lIdustrial) m the conunuiutif,s aIongtherail4leIt, all 
CookfuletofThhore oillllld $lIS leasellqlders, andfbelJllited Stateispolicies on'dottiestic I:neIJlY and 
natural resoUl\lCS. ..' 

~EOC an!i ~ ba,ve~ theiriltdependentg~ogiL>and geophysiClilinfurmation 
and jomtly developed,therc respeCtive prospectS within ihe KitChen and Corsair imits; ahigh.er level 
of coruiillv3tion of llllti1iaJ reso\ll'ci:s will oCcur. Willi. bollilcompmnes1il1~dilig tbf>iradJoining 
pfospects and ri:servoirs, a global plan 0t' exi;>loIllliOn can be utilized. This «global plan" will allow 
botbEOC and PERL to mintmiz" ecxmomio and physical :waste. by tho sbilring of information, 
equipment, facilities, future~ and ethel' mutuallY beneficial arrangem.ents. . 

EOC has expended a very sjgnificant 8lll.00mt of fiIlancia.l IUld physiCal. reso1u'cesin the 
acqWsitioneftbe offshore leases, the acqilisiIiooand i1iterpretation ofthe8eo1ogic aildgeophYsiCal. 
data, the de1ine8tion of the Kitclien and East·IGtrhe.n ~. the' four-year effortinoblaining a 
silitabli: jaCk~updIilling. rig, tile KID] f~im, !lie uiuIti-wmpanynegotiations 8n4 agreemems, 
theprClCllr(;l]lent of a jones ActWaiver, and the COIllIaICt:for· a heilVy~.liftvesseL AcoordiIigl.y. PERL 
has expended siinilai: fi:naricial and piiysical reSolio:el;. ApproVal Of this reqw,sted .rn"'Jdm.;ntwlll 
protilGt the veste4 ~ of both ROC and PERL by allowing fOJ !be aCCtJjiou()fthelr plans and 
realization of1heir un.waYerlng efforts t.Q bcingajack"up drilling rig to the.Cook fIllet 

A denial afllle requeSted. POE lIIl1¢dment wound! ~ in the enonnous waste of finaIlc:illllUld 
ecOnomic .reso~th.at bas .aheady been expended ud mmmitiedby EOC, 8lI weUas by the Stare 
of Alaska ili its review, sdj1ldication,apPmWU a!id.o:Versiglit ofllil.eKHU andrelati:ddrillingng and. 
heavY~liftvessel contritctS. .' . 

A denial of the requested. POE amenClmellt: woold result in thtI poteritial waSte onhe physiCal. 
resourCes of tb.e State of AIaOOi. Eoe· bas ixlqiQaaxi with PERL ID the int~ .and 
<ievelopment of the COlllPany's Iespec;tive prospecis. Anodler company may not be ""Ie to eDjoy the. 
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benefits of shared data and would most likely have to acqWre, intetpret SlId delineate the KHU 
prospect again, perllaps missing importanl struetiJnIs or closUres. 

The State of Alaska's lnteres1s will bepro~ as the KHU lesses cannOtbee'xplonid mid 
developedfilster by III1Y other Company other than EOC.. The BJako 1$1 offshore jack-up drilling rig 
will not be aV8ilable for 811)' other company's use prioi to dUl ~Imm .... of20IO because PE:(U. will be 
utilizing it There is no oIhel drilling rig in !he. Cook Inlet suitable for offsbme exploration of 
development drilling. 

~uld this requested POE amendment be delliedaud 1he KHU terminated, because of the time 
nectl$Saryto approve the 2009 Cook Inlet Areawide Best Interest Finding ("BIF'). !hepotentiaJ 
appeaIi; and JitigatlOll associated with the BIP, the subsequeoteppehl oftheKHUPOE modiJica1icm 
dimial, and thenecessmy title research IItId tiniCrestmi:nts·necessary to include tlteKHU leases in a ' 
any upComing 1ease sale, the KHU Iesse& wonkioot be Il'IIlIiIable for COllIp5tive bid until the May 
2010.leasesale. atthc .earliest. Shouldal1Ofher company, or COIJipanies, be the SUcCessful bidder on 
these leases; it is milikeIY the DNR WoUld be able to issue the leaseS tmtil afu:r. the, 20 10 offshom 
drilling season.Evw .. if the Jeases CCIIf4be .jmmed;atdy issued in May 2010, a new leSsee, or 
lessees, woul4still have ~nire andinterpret thegrologic a:nd geophysical iliibrmatioil to detiriea'te 
the proSpect, and would haVe to either ai:qiJinl thefr oWn d:rilIing rig and hea~-Iift vessel, or they 
would need to negotiate a conIiactWiIllPl!.RL fur the use of the Blake lSI jaek'"tlp drillingrig. 

With alI things considered, it Will beimJ>OsSiblcforany other cotilpaDy;oc coitipaxiies,to drill. a 
well in the KHU leases dnIilig2010, an.d very unlikely it would be ab1et9 .occur~ than 2012. 
'I'herefore, EOC iatbe ctilycompany poised to SIlccesstullydrilia \VeUinthe KHU leasesilt2010 or 
earlier, and it is in the .State's best intereSt hiMlIgEOC reroam.in cOOlIo! of tho; KlID leases and their 
exploration 8ild deVe1opDient' . 

Theenvir~ costs and benefita for retaining the KHu aild.approvingtheiequested POE 
amendment to allow for thc.cOminned exploiatiimilinddevtlOpinerit Qfthe~imd.E!ist ~tchen 
proSpectS by 1heClinent Opemtor 8rlJ sil!)3ifiamt . ECX:: has.~ completed all1he. necessary 
planDing. geologic8llll1d geophysical oom~OII; IISWe)laseinitiatiligfilial prep8rnlion for the 
IICquisition and delivery of the DeccssatY offshtlm drilling rig, If the KHUweretenninatOJdi!nd the 
leases ~eritIiallY acqnlred' by '.arD01her compmiy. ~ comp.riies, duPlicative C!l~nmental ~ 
and da/ll ~mi and inte1ptell!tion would have to be.performed. AddiiiOlllllly,shonIdmnltiple 
C()1l1Paniesor indMdualsacquire the KHU leases lila subseqnciJt Iease sale, Ilie required oom.plClC 
negotiations and lieW.uilit and iiperamag ~. woi.tld delay amypqS$ihle explondiolL,EOCas 
the sole: UnitOperaror and owner ·of1he .e>eisting geol.ogical and geophysical datl. is· the only 
compaUyPl1sitioned to minimize additional! environmentaloostS midlll8Ximiie the bCliefits to.the 
State. of Alaska 

EOC l!Iready ha!l established eJqIloralion 8I1d. potential develiopmart planS for. the .KHU . 
. Retaining .sOC. Ill! . Unit Op>em!or by approving the. requr.sted POE amendnletit aIkiWs fQr the 
expedient explotatiOn Iwd deve!o]inlent of the KffiJoil mmdgas""soun:es, 1fu:rebyminimi~ng tuture 
econoniic cOsts to the SI!ite of ~ and mrurimipng the beneiils by an earlier first deli"'*Yof 
royalties from lH'oduction. Should the JreqUe5ted POE 8l!lIIeru!meilt not be approved and. the KHU 
terminated, a aew Unit ()pelator WOUld hilveto start ftom the bc:ghiiiliig in Ihflirexploratio!l.m;uf. 
deVelopment' plaris, ~ the. econmiIic cOsts ""d <fdaying the' de1ivco:y of ·flrstroyalties to the 
State of Alaska. 

As's1ate<I em:ii.er;there has nOt been aja.::k-up dliiIfuIg rig in theCookIttlet fo~ over two do;:ades. 
During thoset\vo decades, not One ofiSlwl-eprospcctive ()iDimd. gas' lease base been bid on by ooeof 
the three existing major oil and gas companies opc:ating in the·Cook!inlet. If one of these three 
c:xisting l11J\ioroperlltoIS\Vould llave wanted !D &:qmre mrf' additiOflli1 offsb.ore oil8nd gas leases 
over the last twO decades. they would hVCi Additional,alllh;ee of~nlI!ior opcntors had the 
firumcial. ability to also bring a jack-tql cIrilling Jig to theCookIn!.et,. iftltey so desired,especiaJly 
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With~lirijngllil 3!ldgllS p.icci! lIrid. CoIlk.1nliit oil8lliigss~e$; idsimpOTta!:.I. tbatthe. 
Slate 4 ~~ f(\SttirilIld~e all .. eU'lting .. opportunines it bas towards tfl!l c:xpllnaoou.and 
.de:vel9Jlmeru ofili; oj] and gas re5llwces. vernal of!ltineqllested POE ilIlleiTdnjrn' may Il)SUltin1he 
inabilit,Y.oftbe I<1-nJ resoureoslO be timely ~'edIW:!~kipe(t lrifiiCr,.a:deiii;tLniay:h8Ve3 
·trickJe:..doWu eft"~ct oil the overlill~ciS!ldjilSl:ifici!liriiifQrb~ ,,)aciL-np dJiiliDg rig to 
l;heCoilkhilet ant9i!~. . 

l'he.oppo'liuniiy for aiack-up clrilling rig In De8~ delivemi (0 the Ccil1~ Wliti$he,-e, 
1Il.1 ovent long ov~rdileand a resWtlifibediligem ~ffuttiI!>fJ;;qc8ndP~I(i~ in Ih~ beSlintere~ 
ol'!lle SCateof AlfISka,lUlditsiliSid~ntil;;k>CQrilUmi! ihe &OOd!1l;!bnegOli2.iiOn,s w'bicll ...iili a.u:~ 
EOC.~s"'el1 8~:P.ERt.~ fujtilllhcii- c:xprafatlon!iJ1d ae.,.e!9pment plao.., Iller'eby .. providilll! the 
blai~.9fN~ roy~ties.\Jii.i:bedil· aitd.gaspt·o(m(:JJixdiumlhe Kitchen and·Ba!;tKiiChertpl'osjJects 
lIit!1e ~lieSidatapossiblo. . . 

Ac.;ampanymg this·reqIItSI is jhe. ·li!oremeDliOn¢iDiaij.Re0i1edWti8,! Plan: .ofEi..ptOfatjqn 
(E'Xhll)it (j tolboUriit'~I)i ·tb~jacll' .:op .... driiimg :ng~ni:rilct.ildw~pERi:.und 'Blak .. ;1h,,·rig 
~hiU!hg~iW~1 ~~bC\iljdPEJij,;;.mdtheb"a"Y::Iift='1 c~tracibetween-EbC,PERL 
f\Ild Qf:{.£; The drilling rig oontr>\c'l; ngshl!dngawe;'mc:n1andhe<!\y..Jift \i:Sse.ICOllitactl\lli 
(jeliv¢<'td under separate COver :!l1idronSi&Je.:!Commti.'cia1 and iJI:'Opii~~iit 'j,~. iiri.d •... ~ 
requesttd robe,held CONFIDENJ'lAL.,illid& l1.M~&2.~ 10., , '.' '", .. .. -, - . 

AttiicJID.eIIlS:. Draft~\'ise(hniiia1w....orEkPl<lIatitlo 
'rxl'cilsmlttal.leUer QfCcrnfiiliiiIUiHiiftmDiitiQi! . . Jacl(.".p[!titlliigru.g Q<;r.Ii:~ . ',' ..... . 

HeaYv-Lifi:v~jd:>htraict 
RigShaiii,g.~t ' 
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WORxING DRAI-'T.·TltUfsa..wtiIfK dioj'tprepairt;lfoi:t1U ~.of~D9t o/NDtt.i'Ill JW.lNl<'e'; 
IJM~hQfOil <ZirII GdlJltfiJ ~1Uiir4~1IfS¢1d. . 

. Kitcllm,Unlt 
Revised Exhibit G, IitJfIIIt I'lli!' otf.XplGratiGll 

TheUrul(}pwator, :E9;:opi!fA(lllC9'l'Pariy,.L,LC@QQ, sbBl1 #"P'~Co an iititillJ~ Year i>ian (If 
9.<1'10i!lti~ farlh<:.Kitcltl\llUxili (KHlJi,effe¢tiViiJ!iDIiiIIy /,200910 D=beT, 31, 20JJ' 

Z(j~Yeiir-9D~;:Obliiln aU permitsneu.JSaryjel'd!e drilJi:lli.ol OIIeeXp/aratl,," W:eIJ wiltiiJl~thu 
tbe tABt WtcheIIOI' Klkllen.P~~ '. . 

l, By rJ¥en.lbeJ ~1 •. 1(l()9 .£OC sbB,U~aJl ~# reguiiitcijp,eruriu and·lIUIboiizatiollS 
n.x:essaiy fei>- tbedriDDig oian Explj}r(ltiol!l Wdlto. either East KitdJen Itror Kllchen #lj<ls 
liotiolIt hole lilCtItio.iintii\her AJ:)Lli389926orA'DM j89924, and8ll~bed ill Tabl~fll"t9o 
uiinimwJl,.depthofbetweeti 16,~ feet TVp,. pen~,~e S\~ BI:~Ty"",*8iid 
Hetlllocidotniatioos; , ..' . 

2: If EQq tiiils tii.~1:JIiliD· the ~o~arYperiliiu and.' IIl,thorizaiiOIlS asdescribedi.nllt1iJ#laixlveby 
~berJ:ClOO",; Ili~. KHll will !lIItomatically tefl1lJi:isteilllldeoc~ali p~'thestaies;~~ 
(i:tmo",nt,/o. ~e delerll1lnedamfut!deomew/ for~tii>l iim~iiiidl!<:illlisi#illeltiS:thid.~iglil 
have bo¢n.te~ved(m ex~I~{IIS~O~.iri !W',r/$~S'J18'1, 3~19(l;3.8~i9J;::W9192; 
~g91 !Q)ill d\e'~ iii t1ieJl'iiilne~IlitaY.:20 I()C"'*!tit~'le3seS&le; 

J01~Yea.r-Two,Dtirrmieexf'l6orarionwenindthe. IhJ:.st ~helloiK1~ '~IISP~' 

" .By. D~31.2i.iio ~c ~1€lri1l ;,n.f;J(jlk!i"illiill)W.el1l9:ciitlbiit~~t¢/..,idtl or Kjtclien 
#l·oo.al>Ot!Oiu ho/",I<.iCa!i9ii'ineiiheiiADr.tI;JR9926 oi-ADL#, 3$9924. aM'lS ~ .. ib<XIin:T!Wle 
,#i,lO~ ¢ijtiWrundeQtJlbf tiiili>~ 16~o<iili::eei iin:)i~tlieSkrlmg; fid~. 't~;oJ)ek 
',arid flerm.OC,k'formaiii)iJs, . . . . .,.'. . '.' . 

2. :If Eoo'failstll' driUan.Elq)klfBtiaQ. We.rl ';is..iIe~'iil<iP.ili'i~#[IiOO"o.W ~bei 3'1, 2QW; 
the KHthvUl atil~~; ';;oJ. '£be, shall . ," ihestateS lU." (dJno=t'to be '. ", ' .." ,,' , ' '. " .... ,,' '. .. ,. - pay, .... . 
ilflrijjJ!!z~¢#.d..lJ!idt:>: i-Oi'le,"')fOr,potiloliaJ.unrea(~:borll .. ~ibat·migh1 ha\'e'~ 
rec..jVl'il'ant'ictiiredleasesJIIS:W&«r:eS in Ani. 's:31l!> I 89, 389190,3&9191, 11!9'192,. ~~,!l?3.}in 
the .KHU. in tbe pl:mned May. 20 Ii Coolt hili:! kase S1Ile; 

lOj1Yu~ 'Th~ Drm#:c,onot~ptal'!itioil1l!le,lllill e!f1iler~~I<:~t KftClitdor Kitd,ett Pru<lp~m; 

1. Ifthe~tq~ Jl<)jre,~ in.~ =.by)ooemberiI; iou tIte Unit Operators¥l d'ill) a 
seoOOdE.-q>lO<atioo Well,1<) e.Hh<!t< &$t. KitCIi.enJI,/oI'KitcileiJ"1 to .. a hOtt<.imt.cIeJ6C.~Oii.iii 
eiih...- ADL'ltj8992~(IC ADl..# ~m24,linifaSil<\St:rilied iu Tabre'#I'wCl t& iiii:iiiuliximiifili'of 
~~.I~;()9(I·f~:rv'D.~ii;lgtll¢ Stdl;;;iBd;iga,TY~midr:ie.lilil,;& f~ii~ . . 

. 2. If lhe;Umi~fuil~b; dnll"",ExplcmiOll Well ""'il~initem # I ~"eand'h,.,Table 
#1, hy~ J 1 ,20 fl, ilre .Kit~Lrmt·YiiJl!i\I.¢omalic.W.)ife<mihftlem.roJ:;99:£Iilil.J ~l i!(~ 
Slate $ xx>: (O/flQ,,(/Ut)~i1ew!#in¥ "iiii"/idU 'rP!liitiJ;) f9r'p<>!-=D1ihl~~liooIispa}--meo1s 
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lhatmight have been received on expired leases (1l~20 aaes in AOL's 389189, 389190, 389191, 
389192, 389193) in fbeKHU in the phmned May, 2012 Cook Inletleaso Sale. 

TABLE 1: PROPOSED WELL LOCATION INFORMATION 

EilstKiichen #1 
ADL 3899t6: 
'f9N.,Rll W,S.M 
Section 22 

AdditiOnal Pt'oViidims 

Kitcl!en fll 
ADL389924: 
T9N;,Rll W;,~ld; 
Section 18 

ADL389917: 
r 8 N.,R 12 \V.,S.M 
Section 3 

1) In accordance With Article 8.1.1 of the Agreement aruUl AAe 83.341, an: annnal1'llpO!t isduclthm 
desCribes fbe S!Btus of projectsUJJder1Bken ancI the work compieted during !hat year of the POE, as 
~ as IJ!lY proposed changes to the plan. The update to the. POE must deScribe fbe applicmit's 
proposed exploration activities; including the bOUtmi-hole locations md depthS of proposed wells, 
andfbe estimalechlstedrillingwill !lQ:mmC1lCe.Al1 exploration open)tions must 00. conducted under 
an approved plan of exploratian. ' . 

2) The Unit. Opcir:atoi shall submit s. Second Plan of' Explotation. to the Commissioner at least 60. days 
bef(lIethe, POB,mc:pi:res. Altcmati.\'ely; the Unit 0per.l:t0r shlillrequestapprcivaLof the firSt Plan of 
Developmeilt, ifappropriate,.at least 90 diIYil.befcrethlHnitiaIPOE.".pires. 11 Me 83.341(b)and 
343(0). 

3) EOCshall mc<irpoIiltethe following ~ into tlionext pIan ofEJ:<p1mation Ol' Plan ofDe:vet0Pment: 
"EOCshaIl ~tapprovalfi:mn the ~', Of Natuca1 RcsOorces to esmblish8libiitial 
p~ating A~ within the',KI-UJ by DciCefuber31, 20l0, ADy lease, or pOrtion Ofa lelise in the 
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Lt. Governor Sean Parnell 
State of Alaska 
550 W. 7th Avenue. Suite 1700 
Anchorage, AK 99501 

e PAC",'C '''RGY 

Commissioner Thomas Irwin 
Department of Natural Resources 
550 W. 7th Avenue, Suite 1400 
Anchorage, AK 9950 I 

RE: Corsair Unit Expansion Application 

Joint House Judiciary & Resources 
Committee hearing 
12-01-08 

May16,2008 

Appeal of Director Bank's Decision and Request for Reconsideration 

Dear Lt. Governor Parnell and Commissioner Irwin: 

In accordance with II AAC 02, Pacific Energy Alaska Operating LLC ("PEAO") and its 
parent, Pacific Energy Resources Ltd. ("PERL") (which companies are sometimes referred to 
collectively as "Pacific") hereby appeal the decisions of the Director of the Division of Oil and 
Gas (Division), dated April 30, 2008, regarding the Expansion Application for the Corsair Unit 
(Corsair) and Plan of Exploration (POE). PERL is the operator of Corsair and had requested 
the Expansion of the Corsair Unit, simultaneously offering an amended POE. The Director 
denied the request. A copy of Pacific's request to the Director and the Director's letter to 
Pacific denying its request are attached and incorporated into this appeal. At the time ofthe 
submission of the Corsair Unit Expansion Application, Pacific submitted extensive geological 
and geophysical (G&G) interpretations, structure maps, seismic data, well logs and evaluations 
to the Division in support of the Application. This G&G information is held confidentially by 
the Department of Natural Resources (DNR), pursuant to AS 38.05.035, and is hereby 
incorporated into this appeal by reference. Pacific hereby requests that all previous confidential 
data submitted to the Division concerning the Corsair structure remain confidential. 

The subject leases of the existing Corsair Unit are ADL's 389196,389197,389198 and 
389515, totaling approximately 10,185 acres. The requested northern expansion leases are 
ADL's 389513 and 389514, totaling approximately 5,082 acres. The requested southern 
expansion leases are ADL's 389507 and 389923, totaling approximately 11,464 acres. 

The main points, among others, for this Appeal are as follows: 

I. The Division did not fully consider the merits the Unit Expansion Application and the 
benefits to the State of Alaska and the public in its negotiations. Such actions by the 
Division severely prejudiced Pacific Operating Alaska, LLC and Pacific Energy Resources, 
Ltd. 

Corsair Unit Expansion Application 
DNR Appeal to Commissioner page I 01'34 



1935 

2. The detennination by the Division that the Proposed Amended POE was an "unacceptable 
delay" in the drilling of the unit's resources is erroneous. Rather, the Proposed Amended 
POE represents an acceleration in the drilling of the unit's resources. 

3. The assumptions and conclusions made by the Division regarding the "warehousing" of 
leases are incorrect. The prejudicial and predetennined nature ofthe Division's Decision 
did not allow for the full consideration of the Expansion Application and appeared to have 
been written for the sole purpose of using the Decision to fortifY its position taken in other 
pending litigation. 

4. The detennination by the Division that having the subject expansion leases available in the 
May 2009 lease sale would allow the leases to be drilled sooner and thereby conserve 
resources is incorrect. Rather, it would be impossible for the subject acreage to be drilled 
sooner on a lease-by-lease basis. The more prudent approach would be to pennit the 
unitization of the total Corsair structure and resource, thus allowing all acreage to be made a 
part of a comprehensive exploration and development plan. 

5. The Division's failure to unitize the entire reservoir works against the primary goal of 
conservation of all or part of an oil and gas resource. The fragmentation of the Corsair 
structure into unitized and non-unitized parcels with different working interest owners 
would ultimately result in a waste of both economical and physical resources. 

6. The Division's conclusion that the State's and public's best interest would be served by 
having the expansion leases expire and become available for releasing by any potential high 
bidder, rather than preserving the Corsair structure and resource as a whole, operated by a 
single working interest owner is erroneous. 

7. The Division failed to fully consider the protection of all parties of interest, including that of 
Pacific and the south central natural gas consumer, especially as it relates to the overall 
economics of bringing ajack-up drilling rig into the Cook Inlet for not only exploration of 
the Corsair structure, but the exploration of other offshore prospects and the step-out 
development drilling of the existing offshore platfonns and their respective declining 
production and reserves. 

8. The Division's Decision overlooks the technical, geological and geophysical infonnation, as 
verified and supported by the Division's Resource Evaluation staff, as well as the 
economical and commercial aspects of the proposed Corsair exploration and development 
plans. 

9. Denial of the Corsair Unit expansion is not in the best interest of the State and damages 
Pacific's capital investment in the Unit and the interpretation, evaluation and delineation of 
the Corsair resource. 

Corsair Unit Expansion Application 
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10. The only possible parties who would benefit from the denial of the expansion application 
would be the existing major Cook Inlet producers. By the Division's denial of the 
expansion application, it is limiting competition and allowing the continued control of the 
market by the major Cook Inlet producers. 

11. The Division's failure to adequately evaluate the expansion application in accordance with 
the provisions of 11 AAC 83.303 severely jeopardizes PERL's ability to economically 
explore and develop the Corsair prospect. The Division's failure to fully consider the merits 
of application prejudices and damages PERL. 

These points, as well as others, are discussed in further detail, and are elaborated on as they 
relate to their occurrence in the aforementioned Director's Decision. 

I, DECISION SUMMARY, paragraph two, finding No. I: Does not promote the 
conservation of natural resources. (page 3) 

The Corsair structure, as delineated and presented to the Division's Resource Evaluation staff, 
indicated several intervals of productive hydrocarbon sands within the Sterling, Beluga, 
Tyonek and Hemlock formations. Unitization of the entire reservoir, especially by a single 
operator, will insure the most efficient exploration and production ofthe resources, and the 
greatest ultimate recovery from the Corsair reservoirs. 

Without unitization of the entire Corsair structure, the resource could be fragmented into 
unitized and non-unitized parcels by multiple working interest owners, requiring needless 
negotiations, duplication of effort, and waste. Should the subject leases be acquired by another 
lessee, there is no assurance that that operator will have the necessary financial capabilities or 
access to the required offshore drilling equipment to explore and produce those portions of the 
reservoir, thereby wasting the natural resources. 

As the Division is aware, unitization ofleases ideally encompasses the minimum area 
necessary to encompass the entire geologic structure or reservoirs. By denying the proposed 
unitization of the subject leases, the DNR effectively promotes the waste of natural resources. 
Therefore, Pacific maintains that the Division erred in its finding that unitization of an entire 
geologic structure does not promote the conservation of natural resources. 

J. DECISION SUMMARY, paragraph two,finding No.2: Does not promote the 
prevention of economic and physical waste any more than non-unitized development 
of the individual leases. (page 3) 

The proposed unitization of the expansion acreage into the Corsair Unit would guarantee the 
efficient exploration and evaluation of the entire Corsair structure. A single operator would 
then be able to drill and evaluate each well and determine the optimum location of each 
subsequent well. 

Corsair Unit Expansion Application 
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Moreover, a single operator of the entire Corsair structure can develop the resource 
systematically, using the same offshore drilling structure and technologies without the 
duplication of facilities and processes. 

Should the expansion leases be acquired by another lessee on a leas&by-lease basis rather than 
as part of a unit, that lessee would be required to have its own offshore drilling equipment, 
drilling schedule, plans of exploration and development plans separate and apart from those of 
the Corsair Unit operator. This would result in the duplication of resources - staff, and 
production and transportation facilities. There is no assurance that such lessee's plans would 
either compliment or conflict with those plans of the Corsair Unit Operator. 

The Division evaluated of the benefits and the shortcomings associated by non-unitization, as 
stated on page 5, paragraph three, of the Decision, and recognized that: 

"[uJnitization may lessen environmental risks by reducing redundantfacUities. 
Lessees operate under a unit agreement that includes a plan of exploration or 
development covering the entire unit area rather than individual leases. " 

Non-unitized development would result in duplicative facilities and the unorganized 
development of the Corsair reservoirs. Without the unitization of the entire Corsair structure, 
by a single operator, the amount of economic and physical waste would be immense. Pacific 
maintains that the Division erred in its finding that unitization of an entire geologic structure 
does not promote the prevention of economic and physical waste, any more than non-unitized 
development (associated with unitized development) on the individual leases. 

I. DECISION SUMMARY, paragraph two,finding No.3: Does not provide for the 
protection of all parties of interest, including the state. (page 3) 

At present, there are only two parties having a direct interest in the existing and the proposed 
expanded Corsair Unit: the State of Alaska and Pacific Energy Alaska Operating LLC, as 
lessee (Pacific Energy Resources Ltd., as unit operator). Other associated parties of interest 
include the public, the south central Alaska natural gas and gas-generated electrical consumers, 
adjacent lessees, and existing offshore oil and gas producers. 

Pacific maintains that the Division did not adequately consider the protection of Pacific's 
interest. Pacific has expended approximately $500,000,000 to acquire the assets of Forest Oil 
Corporation (Forest), preserving the Corsair leases, evaluating and mapping the Corsair 
reservoirs, and the acquisition of a suitable offshore drilling structure. Without the expansion 
acreage, Pacific loses the economic advantage, as well as the benefit of the bargain, that they 
purchased from Forest and acquired through its own diligence. Moreover, Pacific loses 
approximately two-thirds (2/3rds) ofthe Corsair structure and any potential revenue derived 
from the production of those resources. 

Corsair Unit Expansion Application 
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Denying the expansion of the Corsair Unit to encompass the entire geologic structure and all 
potential reservoirs severely prejudices and damages the economic investment and proprietary 
position that Pacific has endeavored to gain. The denial of the Corsair Unit expansion and the 
DNR's proposed offering of the Corsair leases that contain approximately two-thirds (2/3rds) 
ofthe Corsair structure amounts to nothing less than a taking by the DNR, and the ultimate 
waste of hundreds of millions of dollars of investment by Pacific. 

The State of Alaska places the interests of its citizens and other directly interested parties at risk 
as well. In denying the Corsair expansion application, the DNRjeopardizes the economic 
feasibility of the Corsair prospect as well as Pacific's ability to justify the delivery of the jack­
up drilling rig to the Cook Inlet. If Pacific is only left with control of approximately one-third 
(1/3rd) of the Corsair structure, it may not be economically feasible or prudent to invest the 
additional tens of millions of dollars required to secure and deliver the jack-up drilling rig to 
the Cook Inlet. Moreover, the State of Alaska and the south central consumers are damaged if 
the Corsair structure is not explored by Pacific. The State loses royalty and tax income, citizens 
lose potential jobs, and consumers may face higher natural gas prices. Unlike potential lessees 
who would not acquire leases until a lease sale could be completed, Pacific is immediately 
positioned and best suited to explore and develop the Corsair structure. 

Any disruption of PERL's ability to deliver the contracted jack-up drilling rig to the Cook Inlet 
jeopardizes not only the exploration and production of the Corsair Unit structure. Such 
disruption threatens the exploration and production of the Kitchen Unit, the East Kitchen Unit, 
step-out development drilling for the existing Cook Inlet Platforms and associated reservoirs, 
and any new potential offshore exploration prospects. 

The Decision recognizes that the Cook Inlet has not had a mobile offshore drilling structure in 
its waters for almost two decades. As a result, existing prOduction from offshore platforms has 
declined dramatically, and offshore exploration has become stagnant. Portions of existing 
reservoirs currently served by existing offshore platforms are either unreachable by directional 
drilling or there is not sufficient space in the platform'S legs to accommodate additional wells. 
A jack-up drilling rig could access these unreachable portions of the existing reservoirs and tie 
their production back to the existing platforms, thereby extending economic life of those 
platforms and providing the opportunity for greater recovery of the associated resources. 

Without the inclusion of the Corsair expansion acreage and subsequent delivery ofajack-up 
drilling rig, as proposed by Pacific, the existing production from offshore platforms in the Cook 
Inlet will continue its decline to a point where it is uneconomical to continue operating the 
platforms, and those platforms will immediately become an economic and environmental 
liability to the State of Alaska. Additionally, without the inclusion ofthe Corsair expansion 
acreage and subsequent delivery ofajack-up drilling rig, there will be no offshore exploration 
or additional offshore production for what may be decades to come, resulting in continued 
decreased oil and gas reserves, gas shortages and higher consumer prices. 
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It is unlikely that another company, including the major operators in the Cook Inlet, will bring a 
jack-up drilling rig into the Cook Inlet in the near future. This is evidenced by both the recent 
history and lack of such an attempt by the majors in the past. The Division itself acknowledges 
this fact as follows: 

Due to the significant capital investment required to bring ajack-up rig to the 
Cook Inlet, and the long lead time Jor scheduling a suitable heavy lifi vessel Jor 
transport oj the rig, it is unlikely that multiple jack-up rigs would be delivered to 
the Cook Inlet. Indeed there has not been a jack-up drilling rig in the Cook Inlet 
since the early 1990 'So (Decision, page 5, paragraph 4) 

By the denial of the Corsair expansion application, the State of Alaska risks the loss of 
potentially billions of dollars in royalties and taxes, increased employment opportunities, 
trickle-down income to hundreds of other Alaskan business, and other types of income and 
income-generating opportunities. The State would also incur the continued decline in 
production and eventual shut-down of the existing offshore production platforms and increased 
economic and environmental liabilities. This decision is surely not in the best interests of the 
State of Alaska, the existing offshore producers, the Cook Inlet natural gas industrial users and 
consumers, and the people of Alaska in general. 

In summary, the denial ofthe Corsair Unit Expansion Application results in I) the waste of 
natural resources in general, not confined to only the Corsair prospect; and 2) the specific 
economical and physical waste of the Corsair resources as well as others. Moreover, it 
jeopardizes the interests of PERL, the other offshore producers, the State of Alaska, the Cook 
Inlet gas industrial users, the south central and rail belt natural gas and natural gas-generated 
electrical consumers, and the people of Alaska in general. 

IV. DISCUSSION OF DESIGN CRITERIA, A., 1. Environmental Costs and Benefits oj 
the Expansion, paragraph Jour, which reads: (page 5) 

In order to drill any exploratory wells in the existing unit or the proposed 
expansion area PERL must use a rig capable oj drilling offshore without a 
platform, i.e. a so-calledjack-up rig. Under the Initial POE, PERL has committed 
to drill a well by June 30, 2009 within the existing Corsair Unit regardless oj unit 
expansion. Unit expansion will not decrease the need Jor such a drill rig. 

The Initial POE was negotiated by PERL's predecessor Forest Oil Corporation (Forest). Upon 
acquisition of Forest's assets and associated contractual obligations, it became clear to PERL 
that Forest did not adequately interpret the Corsair structure, did not make any efforts in 
obtaining a jack-up drilling rig, and therefore could not have met the pre-existing obligation of 
drilling a well by December 31,2008. PERL's first priority was to evaluate the reality of 
having a drilling rig delivered to the Cook Inlet and the earliest date that a well could 
subsequently be drilled. This was the basis for requesting that the Division revise the drill-by 
date to June 30, 2009. 
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The second priority was to fully examine, delineate and evaluate the Corsair Structure and the 
economics of bringing ajack-up drilling rig to the Cook Inlet. It became apparent to PERL that 
the reason Forest did not make any attempts to acquire or deliver a drilling rig to the Cook Inlet 
was because the existing reservoir, as they knew it, was not adequate to support the economics 
of rig acquisition and delivery. 

With the acquisition of additional seismic data and further interpretation and evaluation, PERL 
determined that the Corsair structure, having multiple reservoirs, extended considerably further 
than the existing unit boundaries. After this evaluation by PERL (which was not completed 
until after the renegotiation of the aforementioned drill-by date), PERL determined that the 
economics for obtaining a jack-up drilling rig were sufficient if the entire Corsair structure was 
included in the exploration and development. 

Although unit expansion will not decrease the need for a jack-up drilling rig to meet the 
contractual obligations of the June 30, 2009 POE drill-by date, PERL maintains that without 
the inclusion of the expansion acreage it is uneconomical to acquire and deliver the drilling rig. 
PERL agrees with the Division's determination that unit expansion will not decrease the need 
for such a drilling rig [for the entire Cook Inlet, in general]. However, the Division's denial of 
the Corsair Unit Expansion jeopardizes PERL's ability to acquire and deliver such a drilling 
rig. That Decision not only purposefully forces the ultimate default of the Corsair Unit, but 
delays any near-future offshore exploration or development throughout the Cook Inlet. The 
Division offers no viable economic alternative to get the Corsair acreage drilled by an party 
other than PERL. 

Therefore, PERL maintains that the Division's determination that the approval of the Corsair 
Unit Expansion Application has no additional benefits is contradictory and flawed. 

IV. DISCUSSION OF DESIGN CRITERIA, A., 2. The Geologic and Engineering 
Characteristics of the Reservoir and Prior Exploration Activities of the Corsair Unit 
Area; Corsair Expansion Prospect, which reads, in part: (page 7) 

"The Corsair prospect is the large NNE-SSW trending doubling plunging, SRS 
anticline with four-way dip closure . ... The structure is approximately 2.5 miles 
wide and 9 miles long . ... The seismic data over the Corsair Prospect 
demonstrates four way closure through the entire Tertiary section. 

The Corsair Unit as currently configured contains two types of hydrocarbon 
prospects. The primary target consists of Sterling and Beluga sands; a 
secondary target is the deeper Tyonek Oil Sands. In the acreage under 
consideration for expansion (both northern and southern leases) only a single 
hydrocarbon target is viable, the Tyonek oil sands. Maps provided by PERL 
show the expansion acreage underlain by oil-bearing sandstones of the Tyonek 
Formation . ... " 
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According to the Division's Resource Evaluation staff, PERL is correct in its assertion that the 
Corsair structure extends beyond the existing boundaries of the Corsair Unit. Indeed, it is 
agreed that the structure is 2.5 miles wide and 9 miles long, extending into both the northern 
and southern expansion acreages. In PERL's interpretation and evaluation of the structure and 
the multiple reservoirs, it was determined that it was the deeper Tyonek oil-bearing sandstones 
that made the prospect economically viable to drill. PERL also believes that there are potential 
gas traps in the expansion acreage as well, not indicated by the Resource Evaluation staff. 
Confirmation of either the existence or the absence of additional gas resources in the expansion 
acreage cannot be determined until after actual wells are drilled in that acreage. 

Additional evaluations have recently been completed on the Corsair Prospect which further 
quantifies the value of the expansion acreage, relative to the entire Corsair prospects economic 
viability. The Corsajr Strllcl!!re Resollrce Eyaillatjon prepared by Gaffney, Cline & Associates, 
Inc., renowned internationally recognized technical and management advisors to the petroleum 
industry, was completed on May 7, 2008 for PERL. This Evaluation is attached for your 
review and is requested to be held confidentially, pursuant to AS 38.05.035. 

Review of the aforementioned Evaluation agrees with the determination of the Division's 
Resources Evaluation staff: it is the larger Tyonek reservoir that determines the Corsair 
prospects' economically viability. Without the expansion acreage, containing approximately 
two-thirds (2/3rds) of the Tyonek reservoir, PERL believes the Corsair prospect will not be 
economically viable and will likely not be able to justify the acquisition and delivery of the 
jack-up drilling rig to the Cook Inlet. Without the jack-up drilling rig, the Corsair Prospect, as 
well as many others, will not be explored or produced. Neither PERL nor the State will benefit 
if this happens. 

It is curious that notwithstanding its Decision to the contrary, the Division has supported 
PERL's conclusion that the geologic and engineering characteristics ofthe Corsair structure 
extend into the Corsair Expansion leases, and without those expansion leases a significant 
portion ofthe Corsair prospect will be lost. 

IV. DISCUSSION OF DESIGN CRITERIA, A., 3. Plan of Exploration and Development 
for the Proposed Expanded Corsair Unit, paragraph one, which reads, in part: 
(page 7) 

The Corsair Unitlnilial POE required, among other things, that PERL submit a 
satisfactory drilling rig contract by December 31, 2007(attachment 5). PERL 
did not fulfill this commitment. On December 31,2007, the Division notified 
PERL that the unit was in default and granted PERL a 90-day period, until April 
1, 2008, to cure the default or the Unit would terminate. Effective April 1, 2008, 
the Division approved PERL's default cure, subject to the conditions set out in 
the Division's April 1, 2008, default cure decision. (Attachment 4). On January 
29, 2008, the Division also granted PERL a six-month extension, until June 30, 
2009 ... 
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PERL did not acquire the Corsair leases until August 2007. The DNR did not approve 
PERL as the Successor Unit Operator to Forest until November 27,2007. This gave 
PERL only 34 days to meet the obligations of December 31,2007, as stated above. To 
characterize this as situation of not fulfilling the obligation that PERL inherited from 
Forest is unfair and displays an unfavorable attitude and biased opinion towards PERL 
by the Division, which is prejudicial and unjustified. 

Prior to the Division's issuance of the Notice of Default, mentioned above, PERL had several 
lengthy conversations and meetings with the Division, explaining the hardship of meeting those 
commitments injust 34 days after being recognized as Operator of the Corsair Unit. PERL 
offered a variety of options and alternatives to prevent the default of the Unit. The Division 
denied all proactive attempts by PERL to keep the unit out of default, and instead issued the 
Notice of Default with proposed cures that were essentially the same as those offered by PERL 
in advance ofthe Default. 

As soon as was practical, PERL fulfilled all the requirements of the POE, the requirements to 
cure the Notice of Default, and all requirements due to date in the amendments or extensions to 
the POE. PERL has acted with only the highest regard of the Division, has always negotiated in 
good faith, and has fulfilled all its obligations to date. All requested amendments, extensions 
and expansions requested have been justified as a matter of necessity in relation to the timing of 
the acquisition of Forest, its data and interpretations, and the Corsair Unit POE work 
commitments. 

IV. DISCUSSION OF DESIGN CRITERIA, A., 3. Plan of Exploration and Development 
for the Proposed Expanded Corsair Unit, paragraph two, which reads, in part: 
(page tto 8) 

"PERL has proposed a Revised Initial POE (Attachment 3) as part of the 
Application, which provides for work commitments similar to those in effect 
under the Initial POE, as amended by the Division's decisions, but proposes 
extensions to the work commitment dates. 

In the Revised Initial POE, PERL proposes drilling three wells by December 31, 
2009, extending the current June 30, 2009, requirement for the first well by six 
months. PERL neither requests an extension nor provides discussion of the 
justification to extend that requirement to December 31, 2009. " 

PERL did not specifically request an extension of the June 30, 2009 drilling commitment of the 
first well. Instead, PERL offered the drilling of an additional two wells within the same year. 
The proposed extension of the drilling date to December 31, 2009 is necessary to accommodate 
the time required to demobilize from the first well, move the rig to the second well location, rig­
up and drill the second well, demobilize from the second well, move the rig to the third well 
location, and rig-up and drill the third well. 
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PERL was remiss in not adequately explaining the time required to drill the two additional wells 
and the additional time mandated by the addition of that work commitment. PERL anticipated 
that the Division staff would be knowledgeable of the drilling process and associated time 
involved. The six month extension to the 20d year work commitment (within the same calendar 
year) is merely needed to allow for the drilling of two additional wells. Because of the time 
needed to drill and mobilize the jack-up drilling rig, it would be mandatory to have the first well 
drilled by June 30, 2009, in order to have the next two wells drilled and tested by December 31 sl 

of that same year. 

A primary consideration in the extension of the drilling commitment date to December 31 st is to 
allow PERL to utilize the entire drilling season. The Cook Inlet experiences ice-free periods 
from about April through November. Offshore exploration, due to the structural integrity of the 
jack-up rig's legs, must be limited to periods of ice-free water to avoid the possibility of 
damage. Utilizing the entire open water 2009 ice-free exploration window by PERL allows the 
opportunity for the jack-up drilling rig to become available for contracting out to other operators' 
during the entire 2010 ice-free exploration window. 

PERL believes the justification for the December 31, 2009 drilling commitment date was self 
evident. Moreover, the Division receives the benefit of data obtained from drilling two 
additional wells within the same year. Adding two additional wells accelerates the drilling and 
prospect delineation schedule. Each well will cost approximately $20,000,000 to mobilize, 
drill, test, suspend and demobilize. The additional two wells bring approximately forty-million 
dollars more of activity and income to the State in the form of jobs and personal wages, 
supplies, taxes, income to support industry operations, and trickle-down revenue to hundreds of 
business. 

IV. DISCUSSION OF DESIGN CRITERIA, A., 3. Plan of Exploration and Development 
for the Proposed Expanded Corsair Unit, paragraph two and three, which reads: 
(pageS) 

PERL proposes submitting an application Jor an initial participating area (P A) 
by December 31, 2010- eleven months later than the submittal date, January 31, 
2010, set out in the Initial POE. 

The Initial POE proposed the drilling oj a second exploration well during the 
Jourth year oJthe POE, by January 31,2011. The Revised POE, which proposes 
to drill three wells by December 31,2009, proposes a drilling commitment date 
oj December 31, 2011 Jor aJourth well. In both POE's, PERL commits to submit 
the necessary applications to obtain approvals to allow construction oj pipelines 
and infrastructure to permit commercial productionJrom the PA. Initial POE 
requires the submittals by January 31,2010, the Revised Initial POE delays the 
submittal date to December 31, 2010. 
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As the Division has reiterated above, PERL proposed to drill the second well in the same year 
as the first well (year two)- instead of waiting until the fourth year to drill the second well. 
PERL had also proposed to drill a third well in that same year as well (year two). PERL had 
proposed the drilling ofthe fourth well in the fourth year, rather than just a second well in the 
fourth year. 

PERL had extended that drill date eleven months to accommodate the additional time needed to 
evaluate the results of three wells instead of only one well (the addition of well #2 and well #3) 
drilled in the second year, and to plan for the most optimum location of the fourth well. The 
additional II months of time would also allow for any seismic verifications and re-evaluation in 
conjunction with the new well data that may be necessary after the drilling of those first three 
wells. For this same reason, stated above, the submission of the application for the initial PA 
and the construction of pipelines and infrastructure would also be needed to be extended eleven 
months, for evaluation and planning purposes. 

In its proposed Revised Initial POE, PERL had committed to three wells in the second year -
instead of only one, and a fourth well in the fourth year - instead of only a second well in the 
fourth year. This can in no way be construed as a delay in the development of the Corsair. 
The additional information to be gained by these two additional wells (which would be made 
available to the State), the increased activity in the Cook Inlet, the income to individuals and 
other business derived from this activity, and the overall benefits to the State and the people of 
Alaska must certainly justify and offset a delay in submitting PA and construction applications 
by only eleven months. 

IV. DISCUSSION OF DESIGN CRITERIA, A., 3. Plan of Exploration and Development 
for the Proposed Expanded Corsair Unit, last paragraph, which reads, in part: 
(pageS) 

PERL proposes that the promise to drill multiple wells on the expansion leases 
justifies the expansion of the existing unit area and the extension of these leases 
beyond the primary term. The Operator has yet to drill the original Corsair Unit 
leases within the leases' primary terms. Approval of this proposed expansion. 
extending the primary term of the proposed expansion leases. amounts to 
warehousing of the proposed expansion lease acreage . ... The prospect 
described by PERL in the Application underlies the existing Corsair Unit as well 
as the proposed expansion leases. Delineation and production of the existing 
current leases is dependent uponfuljillment of the initial POE obligations, 
securing contracts for the use and mobilization of a suitable rig, not upon 
unitization. (emphasis added) 

The Operator, as stated by the Division staff above, has not drilled the original Corsair Unit 
leases within the leases' primary terms because the primary terms of those leases will not allow 
adequate time for PERL to contract and deliver a jack-up drilling rig to the Cook Inlet, let alone 
the actual time necessary for the drilling of the well. 
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That commitment was made before PERL acquired those leases from Forest. It was simply 
impossible for PERL to have acquired and delivered ajack-up drilling rig to the Cook Inlet 
before it had ownership of the leases. The Division had approved the extension of the original 
drilling commitment, made by Forest, for reasonable and just cause. For the Division to now 
use this as criteria to discredit the Operator is unfair and discriminatory. 

The Division met with PERL several times throughout this process, and seemingly understood 
the dilemma the PERL was in upon its acquisition of Forest Alaska Operating LLC and the 
associated work commitments. The Division was receptive to PERL's suggested amendments 
and extensions to the work commitments in order to have a jack-up drilling rig delivered to the 
Cook Inlet which would renew the stagnant offshore exploration there. The Division approved, 
through whichever means deemed appropriate by the Division, all amendments and extensions 
necessary to allow PERL to timely explore and develop the Corsair prospect. 

It is neither fair nor appropriate for the Division to use its own approvals of the modifications 
and extensions of the Corsair Unit work commitments as justification for denying the 
Expansion Application. Nor is it fair or appropriate for the Division to use its approvals in a 
derogatory manner against PERL's reputation and ability to perform as an Operator. 
As stated in IV. DISCUSSION OF DESIGN CRITERIA, A., 3. Plan of Exploration and 
Development for the Proposed Expanded Corsair Unit, fourth paragraph, which reads, in part: 
(page 8) 

The Initial POE approved with the Corsair Unit Formation Decision committed 
the Operator to drill a well within twenty three months after unit formation, by 
December 31,2008. The state exchanged the value ofre-leasing the soon to 
expire acreage for a promise that the original Corsair Unit Leases would be 
drilled within two years. Given the prolonged contracting and scheduling efforts 
required to bring a jack-up to the Cook Inlet, utilizing the leases under an 
approved Initial POE would result in production of a commercial resource, if 
found, sooner than allowing the leases to expire. 

The criteria and rational used by the Division to make the above determination for the formation 
of the Corsair Unit on January 31, 2007, makes the best case today for the inclusion of the 
expansion leases. With the inclusion of the expansion leases, the State obtains a promise to 
drill those leases within only 20 months of its proposed approval date of April 30, 2008. The 
original Corsair Unit required the leases to be drilled within 23 months of the unit approval, the 
expansion application provides an acceleration of that requirement by three months for the same 
number of wells. 

The Division also recognized that the inclusion of leases under an approved POE would result 
in the commercial production of the resource sooner than if the leases were to expire and be re­
leased. Further, even if the subject leases were re-Ieased in any upcoming leases sale, there is 
no greater guarantee that the leases would be drilled by another prospective lessee on a lease­
by-lease basis, than the one that PERL is presently offering on a unitized basis. 
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The use of the tenn "warehousing" of leases is apparently being used as justification to support 
other actions that the DNR currently has pending before the Superior Court in the ExxonMobil 
appeal of the termination of the Point Thomson Unit and leases. PERL maintains that the 
actions of Exxon vis-a-vis the Point Thomson Unit and the situation faced by PERL regarding 
the Corsair Unit are readily distinguishable. 

Exxon and the other working interest owners monopolized the Point Thomson leases for 
decades without fulfilling a single work commitment. The working interest owners had local 
access to the necessary drilling equipment throughout the entire tenn of the Point Thomson 
Unit Exxon has received Division approvals for more than twenty amendments to its POE I 
POD. 

PERL has had control ofthe Corsair leases for only five (5) months. There is no locally 
available drilling rig equipped to drill offshore in Alaska. Moreover, PERL has received only 
one extension to its POE and is requesting the expansion leases to be included in the Corsair 
Unit to allow PERL to exercise a reasonable and justified opportunity to explore and develop 
the ~ Corsair structure. 

The tenn "warehousing ofleases" is used to describe a process whereby a lessee holds acreage 
for an indefinite amount of time for some unknown future exploration or development activity. 
PERL intends to drill these expansion leases next year. This commitment is not warehousing. 
The expansion leases are necessary to make the exploration of the entire structure economically 
feasible. 

Unlike the persistent inactions of the Exxon working interest owners, PERL's actions and 
requests have been credible and in good faith. PERL has not endeavored to delay the efficient 
reservoir production. Since it acquired ownership of the fonner Forest leases and since its 
approval as Successor Operator of the Corsair Unit, PERL has made a diligent and sincere 
progress in its efforts to insure to the State practical and efficient reservoir production. 

Further, unlike Commissioner Menge's finding in the Exxon case, there has not been an 
unreasonable amount of time squandered in PERL's actions to go forward with drilling 
activates in the Corsair Unit. 

Inclusion of the expansion leases into the Corsair Unit is not a warehousing ofleases. It is the 
prudent and reasonable addition of all leases that have the underlying contiguous Corsair 
structure to the existing Corsair Unit. For the Division to label this proposed action as 
warehousing is unjustified and prejudicial. 

The only purpose that can possibly be served by the Division for making such a detennination, 
is the Division's ability to benefit from it as an example of alleged consistent behavior in other 
administrative proceedings. 
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As the Division has stated above, the Corsair prospect also underlies the expansion acreage. As 
with the existing leases, delineation and production of the expansion leases is dependent on the 
fulfillment of the proposed POE and securing the same contract for the use and mobilization of 
a suitable rig. PERL maintains that the delineation and production of the expansion leases is, 
therefore, dependent upon unit formation. Additionally, the economic viability of the existing 
current leases within the approved Corsair Unit is also dependent on the unitization of the 
expansion leases. Without the inclusion ofthe expansion leases in the Unit, the prospect will 
not be economical. 

IV. DISCUSSION OF DESIGN CRITERIA, A., 3. Plan of Exploration and Development 
for the Proposed Expanded Corsair Unit, second paragraph, which reads, in part: 
(page 9) 

If the expansion is not approved, the leases will expire and the acreage will be 
available in the May 2009 Cook Inlet Areawide Lease Sale. Provided PERL 
fulfills the commitment in the Initial POE, ajack-up rig will be working in the 
Cook Inlet by June 30,2008. At that time PERL or any other successful bidder 
will have the opportunity to contract for the rig and conduct exploration and 
delineation drilling on any offshore lease. If the rig does not arrive, then no 
drilling by any party will occur on any offshore leases, regardless of unitization. 

The assumption and determination by the Division that should the leases expire they will be 
available in the May 2009 lease sale is erroneous for two reasons: 

Firstly, the upcoming May 2009 Cook Inlet Areawide Lease Sale requires a new ten-year Best 
Interest Finding (BIF). This process is cumbersome and often fraught with delays. In fact, the 
ten-year Preliminary BIF for the North Slope Areawide Lease Sale was due March 2008, and it 
is still pending. Once the Preliminary BIF is issued, it requires a 9()'day public noticing period 
and an additional 30 days for information requests and responses. The Final BIF must be 
approved and issued 90 days prior to any lease sale date. 

This entire process takes a minimum of seven-months to complete after the Preliminary B1F 
is drafted and published. The Preliminary Cook Inlet BIF is scheduled for July 1,2008 in order 
to make the May 2009 Lease sale date. It is very likely the Final BIF will not be issued in time 
for the May 2009 lease sale. Once the Preliminary BIF is issued, litigation by special interest 
groups and obstructionist organizations often follows in attempts to stall the process. This is 
not an unusual occurrence in the BIF process. For these reasons, the May 2009 lease sale will 
likely be postponed. 

Secondly, it has historically taken as long as a year to issue the leases after a lease sale. This lag 
time is due to the Division's work load and decision to do the necessary title work on the leases 
only after an acceptable bid has been received. As a result, even if the expansion acreage were 
to expire and be available in the May 2009 lease sale, further assuming it was held on schedule, 
the leases would likely not be issued until April of201O. 
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Given the amount of time it would take to then evaluate and select a drilling location, 
fonnulate a drilling plan, and obtain pennits, drilling in these leases would not occur until 
sometime in 2012. This would be a year after PERL's current proposal to have a fourth well 
drilled. 

PERL reminds the Division that even if the May 2009 lease sale were held on schedule and the 
Unit expansion were approved, if PERL did not supply the Division with a signed contract for 
the heavy lift vessel to transport the jack-up rig to the Cook Inlet by July 31,2008, as required 
in the Corsair Unit Default Cure approved by the Division, the Unit would be in default and the 
leases would tenninate and be available in time for the proposed May 2009 lease sale. 

Therefore, the State would be in no better position in denying the expansion and having the 
leases expire than it would be in if it approves the leases and the unit POE is ruled in default on 
August I, 2008 and the leases tenninate. The ONLY difference to the State is that with the 
denial of the Unit expansion, the acreage becomes in an un-leased condition for twelve (12) 
months, instead of only nine (9) months with the expansion approval and default. In either 
scenario, the State would collect a penalty from PERL in the amount equal to $35.00 per acre. 

On the other hand, if the Expansion Application were to be approved and the July 31, 2008 
commitment is met, the delivery ofajack-up drilling rig to the Cook Inlet would almost be a 
certainty, barring any unforeseen force-majeure situations. In this scenario, the State, PERL, 
the other offshore oil and gas producers and the south central Alaskan gas consumers would be 
the beneficiaries. 

PERL maintains that the State has not convincingly demonstrated any damages or reasonable 
hann in an Approval of the Expansion Application and giving PERL their earned right to 
explore and develop those leases. 

Without the expansion acreage, it is unlikely that PERL will be able to economically justify the 
delivery of a jack-up rig to the Cook Inlet. Although, for the sake of argument, assuming the 
Expansion Application denial is upheld, and the leases expire, and PERL does bring a jack-up 
rig to the Cook Inlet, the Division's assumption that "any other successful bidder will have the 
opportunity to contract for the rig and conduct exploration and delineation drilling of any 
offshore lease" is in error and has no basis in fact. Should PERL bring ajack-up rig to the 
Cook Inlet, there is absolutely no guarantee that this rig will be available to any other operator 
other than PERL. In addition, there are no U.S. registered heavy-lift vessels capable of 
transporting ajack-up rig, so a foreign vessel must be utilized, requiring a Jones Act Waiver 
from the Dept. of Homeland Security. With the current war, upcoming change of 
Administration and lead time necessary, it is very unlikely another company could obtain such a 
waiver for several years to come, thereby not being able to deliver their own drilling rig. 

The Division is correct in its statement that "If the rig does not arrive, then no drilling by any 
party will occur on any leases, regardless of unitization." This is exactly what the Division risks 
for the entire State by not approving the Expansion Application. 
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IV. DISCUSSION OF DESIGN CRITERIA, A., 3. Plan of Exploration and Development 
for the Proposed Expanded Corsair Unit, third paragraph, which reads, in part: 
(page 9) 

PERL acquired interest in the Corsair Unit withfoll understanding of the 
commitments and agreed to the terms and conditions of the Unit Agreement, 
which includes the initial POE, upon their acceptance of designation by Forest 
as the Successor Unit Operator, on November 27, 2007. 

PERL acknowledges that this statement is true with the following caveat: PERL also 
recognized that the commitments contained in the Initial POE were in-fact impossible to meet 
and intended to request appropriate amendments to make such work commitments practical and 
feasible that once it acquired the Forest assets. 

Upon the approval by the Division of PERL as Successor Operator of the Corsair Unit, the 
Division was also fully aware that the work commitments contained in the Initial POE were 
impossible to meet. The Division knew or had a reasonable certainty of knowing that PERL 
would apply for such amendments to allow for the successful execution of the work 
commitments. The Division approved those reasonable and appropriate amendments through 
the use of Default Cures and Extensions with full understanding that it was in the State's best 
interest to allow PERL a fair and just opportunity to fulfill those commitments. 

The Division has been a willing participant as the land owner and regulatory authority 
governing leases, lessees, and unit operations, during the entire process from the acquisition of 
the Forest assets to this application for this Unit Expansion. For the Division to now use 
PERL's acceptance as Successor Unit Operator and the Division's own approval of such 
designation as reason for denial of the Unit Expansion Application is neither fair nor consistent 
treatment of PERL by the Division. 

IV. DISCUSSION OF DESIGN CRITERIA, A., 3. Plan of Exploration and Development 
for the Proposed Expanded Corsair Unit,fourth paragraph, which reads: 
(page 9) 

The Division has already granted a six month extension for the first well drilling 
commitment, which is now due on June 30,2009. PERL must drill that well in 
Tract 1 or 3, which are in the original unit area. PERL now proposes to postpone 
that commitment by an additional six months, until December 31,2009, and 
commits to drill two additional wells in the proposed expansion area, Tracts 6 
and 7, within the same time Fame. Ike Division's April 1, 2008, decision imposed 
additional obligations on PERL, including obligations pertaining to the rig 
contract, which must be met by April 30, 2008, or the unit terminates and 
obligations pertaining to a heavy lift vessel, which must be met by July 31, 2008, 
or the unit terminates. 
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As previously stated, the Division's approval of the six-month extension for the first well 
drilling commitment of June 30, 2009 was appropriate and justified. The Division consciously 
approved that extension with the full knowledge that it was essential for any chance of getting a 
jack-up drilling rig delivered to the Cook Inlet and having the well drilled. The only stipulation 
made by the Division in the extension approval was that PERL cure the April I, 2008 default, 
which PERL did cure on March 14,2008 with the Division's acceptance. 

The commitment in the Initial POE, as extended, requires PERL to drill a well in either Tracts I 
or 3 by June 30, 2008. The Division is in error in the instant Decision concerning PERL's 
request of an additional six months extension to the commitment to drill the first well. The 
Division has misconstrued PERL's proposed commitment to drill an additional two wells by 
December 31, 2009 - within the same timeframe as the first well, as it pertains to the overall 
year-two work commitment - as an additional six-month extension to the original first well. 

The date of the Director's Decision denying the Expansion Application is April 30, 2008. 
However, the Division uses the language "including obligations pertaining to the rig contract, 
which must be met by April 30, 2008, or the unit terminates". In fact, PERL had fulfilled that 
obligation on April 24, 2008, with the payment of the required non-refundable deposit of 
$100,000 to Blake Offshore, LLC, which was followed up with an e-mail confirmation to the 
Division on April 25, 2008. The use ofthis language clearly after the fact of the fulfilled 
obligation indicates that the Decision was written several days in advance of its execution and 
relied on the assumption that such obligation would not be met. 

There are two basic flaws apparent in this section of the Decision. First, since it is obvious that 
the Decision was written several days in advance of its issuance, the Division had adequate time 
to notify the applicant of its pending Decision and its rationale for denial. Such notice would 
have allowed PERL the opportunity to agree to any revision that might have made either the 
Expansion Application or the Revised Initial POE acceptable to the Division. Second, the 
Division's assumption that a work commitment would not be met and having written the 
Decision days in advance is arbitrary and not fair to PERL. 

It is clear that the Division had no intention of approving the application soon after its submittal. 
This position taken by the Division prejudiced PERL by not allowing for either the fair and just 
evaluation of the Expansion Application, the non-biased, full consideration of the proposed 
work commitments, or the opportunity for PERL to discuss any alleged deficiencies with the 
Division prior to the Denial Decision. Further, by not informing the Applicant until the day of 
the leases' expiration, the Division effectively made it impossible for PERL to petition the 
Alaska Oil and Gas Conservation Commission (AOGCC) for compulsory unitization. PERL's 
right was only viable as long as the leases were in force. The Division could have in good faith 
notified PERL in advance of the April 30, 2008 issuance date that it intended to deny the 
Expansion Application, allowing PERL its right to timely petition the AOGCC for a satisfactory 
decision. The Division's deliberate delay in notit)dng PERL took away important rights, 
including the right to due process, and prejudiced and damaged PERL. 
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IV. DISCUSSION OF DESIGN CRITERIA, A" 4, The Economic Costs and Benefits to 
the State and Other Relevant Factors, which reads: (page 9) 

Approval of the unit expansion as proposed postpones current commitments and 
delays development. Denial of the unit expansion application will result in the 
expiration of the leases. The leases will be available at the May 2009 Cook Inlet 
Sale. The competitive lease sale program provides opportunity to all potential 
lessees to acquire interest in acreage and to explore that acreage within the 
primary term of the lease. 

As demonstrated above, the Division has made an erroneous determination that the approval of 
the expansion application will postpone commitments and delay development. To the contrary, 
PERL's Revised Initial POE accelerates the drilling of the Corsair resources by adding two 
additional wells within the same year work commitment which in-fact expedites the 
development. The denial of the Expansion Application actually postpones the drilling of 
additional wells in the expansion acreage and delays the development, if not cancelling it all 
together, within the Corsair prospect. 

To reiterate, the expired leases mayor may not be available in May 2009 for a lease sale. By 
allowing the expiration of the Corsair expansion leases, and having them available to any 
potential lessee (other than PERL), the Division essentially gives that potential lessee an 
unearned interest in the Corsair reservoir, for nothing more than the highest bonus bid. This 
would be an unfair advantage propagated by the Division in favor of the new lessee and at the 
expense of and to tlie detriment of PERL. Should another lessee acquire these expired leases in 
~ subsequent lease sale, there is absolutely no guarantee that that lessee will be able to either 
deliver its own jack-up rig to the Cook Inlet or contract for PERL's jack-up rig, if any, within 
the primary term of their leases. This is an erroneous assumption on the part of the Division. 

By requiring PERL to competitively bid on acreage in which it has already demonstrated a 
hydrocarbon prospect, the State would receive an unjustified windfall in bonus bid revenue in 
order to insure PERL obtains such leases back. This forced re-Ieasing requirement is an unfair 
enrichment of the Division. The Division is charged with acting in the best interests of the 
State, the public and the Alaskan businesses, including PERL. The denial of the Corsair Unit 
Expansion and the resultant expiration of the leases is a taking by the Division and severely 
prej udices and damages PERL. 

Further, the ability of the Division to "take back" the leases proposed for the unit expansion 
because it has the ability to re-lease the leases in a subsequent lease sale and provide an 
opportunity for other potential lessees to acquire those leases is not a justifiable reason for 
denying the unit expansion and facilitating the expiration of leases that contribute to an 
identified hydrocarbon deposit. In doing so, the Division is displaying blatant prejudicial 
treatment against PERL, and is ignoring standard leasing and unitization processes which have 
been established and employed industry-wide throughout the State's oil and gas leasing history. 
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IV. DISCUSSION OF DESIGN CRITERIA, B., 1. Promote the Conservation of All 
Natural Resources. (page 10) 

, 
PERL has demonstrated repeatedly that the unitization of the expansion leases will promote the 
conservation of not only the Corsair resources, but virtually all of the Cook Inlet offshore 
resources. Without the inclusion of the expansion leases, which contain approximately two­
thirds (2/3rds) of the Corsair structure, it is not economically feasible for PERL to bring ajack­
up rig to the Cook Inlet. Without a jack-up drilling rig, none of the Corsair leases, as well as 
other leases, units and existing productive reservoirs, will be explored, produced, or enabled to 
have step-out development drilling. The Denial Decision actually causes a waste of natural 
resources and forces production from the existing offshore platforms to continue to decline and 
stagnate. 

Further, the Division has not proven that the unitized operation of the Corsair expansion leases 
would in any way detract form the conservation of all natural resources. Accordingly, without 
substantial proof to the contrary, the Division must allow PERL the benefit of the doubt in its 
assertion that unitization of the Expansion acreage will promote the conservation of natural 
resources. Therefore, the Corsair Unit Expansion, in and of itself, promotes the conservation of 
ALL hydrocarbon resources in the offshore area of the Cook Inlet. 

V. DISCUSSION OF DESIGN CRITERIA, B., 2. The Prevention of Economic and 
Physical Waste. (page 10) 

PERL has expended several millions of dollars in the acquisition and interpretation of the 
resource delineated under the existing Corsair Unit and the Expansion Area Leases. The 
Division's Resource Evaluation Staff has repeatedly acknowledged that the Corsair Structure 
extends under the existing Corsair Unit and the Expansion Area Leases. Unitization of the 
expansion leases insures a single unified reservoir management plan and the maximum ultimate 
recovery of the Corsair resource. 

There have been several wells drilled in the past by other operators that were used to assist in 
the interpretation of seismic data and to evaluate and delineate the Corsair structure. Should the 
Expansion Leases remain expired and be re-Ieased by another operator, that operator would 
have to re-evaluate any available seismic data and well logs, identify their prospect, prepare 
their own exploration and development plan, drill its own wells and establish its own production 
and transportation facilities. This would clearly and ultimately result in a redundancy in 
facilities, operations and expenditures that would result in economic waste. 

Further, separate management plans and facilities by different operators would result in poor 
exploration and ultimate recovery of the Corsair structure, resulting in poor reservoir 
management and a physical waste of the resource. Without a unified exploration and reservoir 
management plan, there is no way for multiple operators to insure the maximum ultimate 
recovery from the entire resource. 
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Fulfillment of the first well commitment by June 30, 2009 is in fact dependent upon approval of 
the proposed unit expansion. Without those expansion leases, which have been identified to 
contain approximately two-thirds (2/3rds) of the Corsair Structure, the existing Corsair Unit is 
uneconomical to explore and produce. 

PERL should not be forced into reacquiring the expired leases in any future lease sale. PERL 
has demonstrated that the Expansion Leases contain a significant portion of the Corsair 
Structure, which when combined with the existing Corsair Unit leases, make the entire Corsair 
prospect economical. PERL has already expended enormous amounts of capital and company 
resources in the delineation of the Corsair Structure. Requiring PERL to bid on the acreage that 
it has already proven to contain a significant portion of the Corsair structure only facilitates 
economic· waste and is prejudicial and damaging to PERL. 

It is in the State's best interest for PERL to expend these monies on exploration and 
development, rather than the wasteful and unnecessary re-Ieasing of its prospect acreage. 

VI. DISCUSSION OF DESIGN CRITERIA, B., 3. The Protection of All Parties of 
Interest, including the State. (page 10) 

PERL is not at fault for not drilling either the existing Unit leases or the Proposed Expansion 
Unit leases. PERL did not acquire the leases until August of2007, and did not obtain approval 
from the Division as Successor Operator until late November of2007. Holding PERL 
responsible for its inability to drilling the leases during the leases' primary terms is 
unreasonable and unfair. PERL has made every diligent effort necessary, and continues to do 
so, in an effort to adequately explore and hopefully produce the Corsair resource, ultimately 
providing additional royalties and taxes to the State. 

PERL is NOT using the unitization process to merely extend the primary term and "warehouse" 
the leases as contended by the Division. This assumption, given the amount of information and 
data supplied to the Division, is grossly inaccurate and puts the exploration and development of 
the Corsair resources, as well as the exploration and development of other prospects, at risk. It 
is in the best interest of the State to approve the Proposed Unit Expansion, as the expansion 
acreage is critical to the economical exploration and development of the Corsair resources. 
Without the expansion leases, the prospect is uneconomical and PERL will not be able to justify 
the delivery of ajack-up drilling rig to the Cook Inlet. 

If the DNR approves the proposed unit expansion, the State receives the opportunity of 
significantly greater revenues than it would from the releasing of the expansion acreage. 
Increased revenue is in the best interest of the State and the people of Alaska. Should the DNR 
require PERL to compete for the leases it has already acquired and paid for from Forest, it 
would severely jeopardize the financial position of PERL in the Corsair prospect. By the 
Division's denial of the Proposed Corsair Expansion, the Division essentially eliminates 
PERL's benefit of the bargain it obtained in the acquisition of those leases. 
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The State's interest is best served by promoting competition for acreage offered in lease sales. 
However, neither the interests of the State, nor PERL are served by removing significant 
portions of a prospect from the whole and making the entire prospect uneconomical or 
functionally difficult to explore and develop. It is in the State's best interest to keep a 
hydrocarbon prospect intact and undivided. 

In the above-referenced section, the Division uses derogatory language inferring that PERL's 
performance has not been adequate, which is unfair and unwarranted: 

"- promises given by a lessee that has not timely fulfilled its existing commitments. " 

This statement may indeed be applicable to Exxon and perhaps PERL's predecessor Forest, but 
it is not indicative of PERL's performance and pursuit of the economical and reasonable 
exploration and development of the Corsair prospect, over which PERL has only had control 
during the past five (5) months. 

It is in the best interest of the public to expand the Corsair Unit, making the entire prospect and 
identified structure economical to explore and produce. PERL is not requesting the Division to 
extend these leases beyond their primary term based solely on promises to drill two wells, 
despite the fact that the Division approved the Existing Corsair Unit based solely on the 
promises to drill two wells. PERL had requested the Division to extend the leases beyond their 
primary term because those leases contained a significant portion of the Corsair structure, as 
identified and agreed upon by the Division's Resource Evaluation staff, which would provide 
for the ultimate economical viability of the entire prospect. 

Again, in this section, the Division uses derogatory language unjustifiably stating that PERL's 
performance has not been adequate, which is unfair and unwarranted: 

..... when PERL did not meet its drilling rig contract commitment and will not 
meet its original drilling commitment. " 

This statement exhibits little forethought and lacks any rational deliberation as to its basis. The 
ability to meet the drilling rig contract commitment within only thirty-four (34) days of being 
approved as the Successor Operator was an impossibility, a fact recognized by the Division in 
its proposed cure for the Unit default. Not being able to meet the original drilling commitment 
of December 31, 2008 was also recognized as an impossibility by both PERL and the Division, 
as evidenced by the Division's approval of the six-month extension to June 30, 2009. These 
extensions to the work commitments as approved by the Division were necessary and 
appropriate for the realistic acquisition and delivery of ajack-up rig and a manageable 
exploration schedule. The Division was fully aware of all the circumstances and contractual 
difficulties involved in obtaining those POE modifications and extensions, and approved them 
accordingly. Since the extensions were approved by the Division, the Division is precluded 
from using the former commitments as justification in its denial of the expansion application. 
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Therefore, these comments serve no purpose other than an attempt by their author to discredit 
PERL as a responsible Cook Inlet Operator. These statements are prejudicial and damaging to 
PERL's reputation and intentions. 

As was identified in a previous sections above, the Division states: 

In addition, it is not in the public interest to expand the Corsair Unit now, given 
the unit could terminate automatically on April 30 or July 3!, 2008, or on June 
30,2009, if PERL fails to meet it [s} current obligation under the Initial POE, as 
amended by the Division's January 29 and April!, 2008, decisions. 

The fulfillment of the April 30'h commitment was met on April 24'h, with the payment of the 
required non-refundable deposit of$100,000 to the Blake Offshore, LLC. The fact suggests 
that the Decision was written several days before it was rendered and delivered to PERL. This 
apparent delay in informing PERL of its pending Decision severely prejudiced PERL and 
unjustly took away PERL's ability to seek due process from the AOGCC. 

The Division cannot use the suspected failure of an event yet to happen in the future as a basis 
for denying an action in the present. The Division was in error in its conclusion that it was not 
in the public's interest to expand the Corsair Unit, given that certain obligations in the future 
may not be met. The Division does not possess the ability to predict the future, nor the 
authority to make determinations based on the outcome of obligations yet to be known. This 
determination and conclusion by the Division is both arbitrary and capricious, and exhibits a 
unquestionable prejudice towards PERL as an Operator and PEAO as lessee. 

The Division failed to adequately consider the protection of all parties of interest including 
PERL, Escopeta Oil Company, LLC, Chevron Oil Company, and ConocoPhillips. By denying 
the Proposed Corsair Unit Expansion, the Division jeopardizes the economic viability of the 
exploration and development of the Corsair prospect, as well as many others. 

The economic viability of the Corsair prospect is essential for PERL's ability to acquire and 
deliver a jack-up drilling rig to the Cook Inlet, in the near future. Without this jack-up rig, the 
exploration and production from the Kitchen and East Kitchen units become at risk. Without 
this jack-up rig, further step-out development drilling from the existing platforms become at risk 
as well as the continued acceleration towards the end of the economic life ofthose platforms. 
This is not in the best interest of any lessee or Operator in the Cook Inlet. 

The Division also failed to adequately consider the protection of another party in interest, 
Renaissance Oil Company (Renaissance). Renaissance contends and alleges that their adjoining 
acreage to the expansion leases may hold resources that are in communication with the Corsair 
prospect. Although this allegation has no basis of fact or relevance according to PERL's 
interpretation because any communication of resources has yet to be determined, the Division 
none the less has removed Renaissance's ability to pursue unit negotiations with PERL for 
inclusion in the Corsair Unit. This is not in the best interest of Renaissance. 
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The Division failed to adequately consider the protection of all interested parties, including the 
public, more specifically, the south central Alaskan consumers. With the denial of the 
expansion acreage, the Division jeopardizes the economic viability of the Corsair prospect. If 
the Corsair prospect is not economically viable, PERL will be unable to acquire and deliver the 
jack-up drilling rig to the Cook Inlet. Offshore exploration has been at a virtual stand still for 
the last two decades. Onshore exploration has declined significantly over the past three 
decades. As a result of this lack of exploration, no new reservoirs of any significant size have 
been discovered and the existing reservoirs are in a steep decline in production and reserves. 
The resultant lack of natural gas reserves has increased the cost of gas dramatically in the Cook 
Inlet, especially over the last five years. This cost increase has been absorbed by the south 
central consumer in the form of higher natural gas costs and higher natural gas-generated 
electricity costs. 

Without the arrival of the jack-up rig in the Cook Inlet, no additional offshore exploration and 
no additional step-out development drilling from the existing platforms will occur. This will 
only contribute to the acceleration of higher natural gas costs and higher natural gas-generated 
electricity costs. This is not in the public's interest, nor in the south central Alaskan consumer's 
interest. By denying the Corsair Expansion Application, the Division is facilitating the increase 
in natural gas related costs in the Cook Inlet. 

V. FINDINGS AND DECISION (page 1 I) 

1. No Drilling has occurred within the primary term of the proposed expansion leases. 

PERL did not have the ability to contract for a drilling rig, arrange for delivery of the drilling 
rig to the Cook Inlet nor drill the wells in either the Corsair Unit or the proposed expansion 
leases until after November 27,2007, when the Division approved PERL as the Successor Unit 
Operator of the Corsair Unit. Both the Division and PERL recognized the onerous commitment 
requirements and unfortunate inability to meet those work commitments injust thirty-four (34) 
days. The Division rightfully and properly approved the appropriate extensions of those 
commitments to allow for an adequate opportunity to reasonably fulfill those commitments. 
Accordingly, without the reasonable ability to fulfill the requirements ofthe existing Corsair 
Unit POE, it was impossible for PERL to drill the expansion acreage within their primary terms 
either. 

The Division's Finding that the expansion leases were not drilled during their primary term is 
irrelevant. The fact remains that the Corsair structure extends under the expansion acreage. 
Further, the Division justified the creation of the Corsair Unit with the promise to deliver ajack­
up drilling rig to the Cook Inlet and drill two wells within the first twenty-three (23) months of 
the Division's approval. Denying the unit expansion with a continued promise to deliver a jack­
up drilling rig to the Cook Inlet and a promise to drill two additional wells within the first 
twenty (20) months is not a consistent evaluation and application of the Division's standards. 

Corsair Unit Expansion Application 
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2. PERL neither fulfilled the initial POE drilling work commitment by December 31, 
2008, nor has it yet fulfilled the June 30, 2009, drilling commitment. 

PERL received the Division's appropriate, necessary and rightful extension of the December 31, 
2008 drilling work commitment to June 30, 2009. The Division willfully and knowingly 
approved that extension as an adequate measure to allow PERL the reasonable and realistic 
opportunity to meet the overall intent of the Corsair Unit formation and POE work 
commitments. The Division has been an active participant in the Corsair Unit negotiations from 
the date PERL fist acquired the Forest assets in August 2007. The Division seemingly 
understood the economical and logistical obstacles involved in meeting the onerous work 
commitment dates that PERL inherited from Forest. The Division acted accordingly in its 
approval of the necessary modifications and extensions to the original POE. The Division is 
barred from using its own approval of those modifications and extensions by operation of its 
responsibilities as the landowner and its regulatory authority over leases and units. 

Neither the December 31, 2008 nor the June 30, 2009 drilling work commitment dates have 
passed. The Division cannot use the suspected failure of an event yet to happen in the future as 
a basis for denying an action in the present. Any speculation at all, especially concerning the 
June 30, 2009 drilling work commitment date, is inappropriate. The Division neither possesses 
the ability to see into the future, nor has the authority to make detemninations and decisions on 
suppositions for activities and events that have yet to transpire. 

The Division's Finding that PERL has not met either the December 31, 2008 orthe June 30, 
2009, drilling work commitments is correct, albeit irrelevant and inappropriate to use as 
justification for the denial of the Proposed Corsair Unit Expansion. 

3. Unitization is meant to facilitate efficient reservoir production, not enable 
warehousing of acreage. Given the Unit's recent history, Corsair Unit expansion will 
not guarantee delineation and production of the prospect sooner than lease-by-lease 
development by any lessee. 

The Division states in the fourth paragraph on page 8 of the Decision: "The initial POE 
required the Operator to timely conduct exploration, evaluation and development activities that 
would result in production, if a commercial resource were found, sooner than if the unit were 
not formed and sooner than would occur under any individual lease exploration effort. " 
This evaluation and prudent detemnination, used to justify the original Corsair Unit and POE, 
holds true today for the Corsair Unit Expansion and Revised POE. 

Without the inclusion of the expansion leases, the Corsair prospect becomes uneconomical. 
Even if the existing Corsair Unit were economic, the removal of the expansion leases would 
result in a variety of economic and physical wastes due to the lack of efficient reservoir 
management and production as well as the duplication offacilities, transportation mechanisms 
and redundant operations. 

Corsair Unit Expansion Application 
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To reiterate, there is no intention by PERL to use the unitization process as a means to 
warehouse acreage, as Exxon and others have done in the past with the Point Thomson acreage, 
Neither is there just cause for the Division to allege PERL is merely trying to warehouse 
acreage, PERL has made every prudent and reasonable effort to diligently interpret and 
evaluate the Corsair structure and to commit to realistic work commitments. PERL intends to 
drill the expansion leases in the next year, not to warehouse them for an indefinite amount of 
time for some undetermined future exploration or development. PERL's plans and intentions 
are definite and backed by realistic commitments in the very near future. 

The Division is in error in its determination, findings and inferences that PERL is using the 
unitization of the expansion acreage for no other purpose than to warehouse acreage. The 
Divisions repeated statements regarding the alleged warehousing of leases and acreage by 
PERL displays a biased and prejudicial attitude towards PERL and is without any factual basis. 
Safeguards are built into the Corsair POE to avoid the warehousing of leases. 

The Director states that, "Given the unit's recent history ... ". This statement implies that the 
unit's recent history has been unacceptable. It should be noted that the unit's recent history had 
only been in the control of PERL for four months at the time the Expansion Application was 
submitted (five months to date). 

The simple fact is: The recent history of the Corsair Unit comprised a period of only four 
months, in which Pacific has been the Operator. This recent history reveals the ONLY 
concerted effort that has heen made to diligently move forward towards the exploration 
and development of the Corsair Unit since the inception of the leases. So, to say, "given 
the unit's recent history" in a derogative manner as justification for denying the Corsair 
Unit expansion is nonsensical. Further, all circumstances concerning the Corsair Unit 
and the POE during its past history were known by both PERL and the Division at the 
time of the Division's approval of Pacific as the Successor Operator. The Division has, in 
fact, been an active and contributing party in both the unit's past and recent history. 

The Division has been an active participant in all recent events that have transpired concerning 
the Corsair Unit since PERL secured the operations and responsibilities of the unit. The 
Division knew, or should have reasonably known, as an oil and gas lease and unit administrator, 
at the time of the Successor Operator approval that the existing work commitments were 
impossible to be met. Accordingly, the Division approved the modifications and extensions to 
the POE work commitments to enable PERL to have a realistic opportunity to meet those 
commitments. To do otherwise, the Division would not have been acting in good faith in the 
public's interest 

Because the Division was an active participant and ultimately had control of the unit's recent 
history, it is inappropriate for the Division to now use any inference as to unacceptable behavior 
on the part of PERL during that period, given the Division's approval of those plans. 

Corsair Unit Expansion Application 
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Further, the Division is remiss in its acknowledgement that it was a party to the unit's recent 
history and any circumstance or event that transpired during that time which was negotiated and 
approved by itself. 

The Division erred in its determination and finding that there is no guarantee the delineation and 
production from the unit, if expanded, will occur sooner than on a lease-by-Iease basis by any 
lessee. Without the expansion acreage, the economic viability of the entire Corsair prospect is 
at risk. Should PERL determine that the existing Corsair Unit is uneconomical on its own, 
without the expansion leases which contain approximately two-thirds (2/3rds) of the structure, 
PERL will not be able to commit to the delivery of a jack-up drilling rig to the Cook Inlet. 

Without the jack-up drilling rig, not only will PERL not be able to delineate and produce the 
Corsair Unit, but all other potential lessees will not be able to delineate or produce any offshore 
leases including the expired Corsair expansion leases. To justify the cost of bringing ajack-up 
drilling rig to the Cook Inlet, the prospect size must be quite large 

The acquisition, delivery and operation of the jack-up drilling rig is a commercial issue solely in 
the control of PERL. It is incumbent upon PERL to make the prudent decision to now contract 
a heavy lift vessel and deliver the jack-up drilling rig to the Cook Inlet. 

If PERL, on its own accord and by its own evaluation, determines that the Corsair prospect is 
uneconomical as only the existing Unit, it will opt to not deliver the jack-up rig to the Cook 
Inlet and cut its losses. Additionally, even if PERL did determine the existing Corsair Unit was 
economic on a stand-alone basis and delivered the jack-up rig to the Cook Inlet, there is 
absolutely no guarantee that the rig would become available to any lessee for the development 
of any offshore leases. 

With the inclusion of the expansion leases to the existing Corsair Unit, PERL is able to 
guarantee, in as much as it is able, and far beyond the ability of any other prospective lessee, 
that the delineation and production of the Corsair Unit and the expansion leases will occur 
sooner as a contiguous unit development than as would occur on a fragmented lease-by-Iease 
development. 

Further, if the expansion acreage is not included in the Corsair Unit, there will exist an almost 
certainty that no development on a leases-by-Iease basis, as well as by a unitized basis will 
occur. 

The Division erred in its determination and finding that the unitization of the expansion acreage 
will not facilitate efficient reservoir production and guarantee the delineation and production of 
those leases sooner than on a lease-by-Iease basis. The Division did not adequately evaluate 
and fully consider the geological, technical, contractual, and economical implications of its 
denial ofthe Corsair Unit Expansion application. The Division offers no economically viable 
alternative to expansion of the unit. 
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4. Unitization is not necessary to promote the development of a single resource by 
multiple working interest owners, as there is only one working interest owner, PERL, 
in the existing Corsair Unit and the proposed expanded Corsair Unit 

Even ifthis contention by the Division were true, by denying the Corsair Unit Expansion, the 
Division opens the door for the infusion of other, perhaps less motivated or capable, lessees, 
who will undoubtedly request the expired Corsair acreage to be included into the Corsair Unit, 
just as PERL is requesting now. In fact, by the Division's denial, the Division in and of itself 
becomes responsible for creating new working interest owners - thereby making unitization 
necessary. The Division's denial of the Corsair expansion on the grounds the unitization is not 
necessary because there is only one working interest owner, establishes the necessity of 
unitization by creating new working interest owners by its own actions. 

Staggered lease terms and multiple working interest owners impede exploration and 
consolidation offacilities, not encourage it. 

Therefore, the Division cannot validly use this argument as a reason for denying the Corsair 
Unit expansion. If the Division would allow the expansion acreage to be unitized in the future, 
it has no reason not to unitize the acreage now. 

Given the enormous capital investment that PERL has expended to acquire Forest's assets, 
including the Corsair Unit, combined with the recent costs associated with the seismic 
interpretations and structure evaluations as well as the costs of the POE commitments, allowing 
the opportunity for another working interest owner to possibly gain an unearned economic 
position in the Corsair Unit gives the prospective new working interest owner an unfair 
advantage and does not promote the development of a single resource. 

FURTHER, Pacific Energy Resources, Ltd. requests the Lt. Governor and the Commissioner to 
consideration on the following points: 

I. The request for the Corsair Unit Expansion is not unusual, unreasonable or out of the 
ordinary. During the course ofa unit's life, the requirement or necessity to either contract or 
expand a unit is a matter of continual consideration, irrespective of any subject lease's 
expiration date. It has been common practice for the Division since the leasing of State 
lands for oil and gas exploration to approve the expansion (or contraction) of unit areas as a 
matter of necessity to allow the unit boundaries to encompass the entire underlying 
reservoir. 

Additionally, it has been common practice for the Division in its leasing of State lands for 
oil and gas exploration to approve certain other unit actions, including Plan of Exploration 
amendments and expansions, as a matter of necessity to allow certain unit activities to 
adequately and efficiently manage or produce the unit's underlying reservoir. 
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In fact, albeit inappropriate and erroneous, the Division has either acquiesced in the 
administration of its authority or approved such amendments and extensions for Exxon's 
Point Thomson Unit over the past two decades. Now that the Division has decided to right 
that wrong with Exxon, they are apparently attempting to use the same heavy-hand 
inappropriately on PERL. 

This is neither fair nor justified. As stated several times, and as a matter of record, PERL 
had only been the Operator of the Corsair Unit for four months, not thirty years, and it has 
only requested a couple of amendments or extensions, not dozens. To hold PERL to a 
higher standard than that which has been used for Exxon or any other Operator in the State 
of Alaska is unjust, unfair, inappropriate, prejudicial, biased, and does not afford PERL 
equal treatment under the law. 

2. It is in the State's best interest to have ajack-up drilling rig in the Cook Inlet to put an end 
to the decades of non-exploration offshore. Since PERL's acquisition of Forest Oil 
Corporation for more than $440,000,000, PERL has endeavored to negotiate acceptable Unit 
agreements and Plans of Exploration and Development for its fields and prospects. 

Since the capital expenditure of more than 440 million dollars, PERL has diligently pursued 
the acquisition and delivery of a jack-up drilling rig to the Cook Inlet by not only accepting 
the additional requirements and stipulations imposed by the Division for the Corsair 
development, but by the following additional commitments: 

a) a $100,000 non-refundable deposit to Blake Offshore, LLC as an additional 
requirement to the drilling rig contract that was signed on March 7, 2008; 

b) a commitment of $12,000,000 as a drilling rig mobilization fee to Blake 
Offshore, LLC; 

c) a commitment of$125,000 PER DAY rig operating rate for the I" year to 
Blake Offshore, LLC; 

d) a commitment of$135,000 PER DAY rig operating rate for the 2nd and 3'" 
years to Blake Offshore, LLC; 

e) a future commitment of at least $7,700,000 for a heavy lift vessel; and 

f) a commitment to Escopeta Oil Company, LLC for the use of its Jones Act 
waiver to operate the foreign heavy lift vessel in U.S. Waters. 

Because of the oceanic route that the heavy lift vessel must take to reach Alaska (around the 
tip of South America), and the inclement weather in the winter of the southern hemisphere, 
the earliest the jack-up drilling rig would be able to leave the Gulf of Mexico is late­
December of2008. It will take approximately 50 days to transport the drilling rig to the 
Cook Inlet, putting the drilling rig's arrival date at late February, at the earliest. 

Corsair Unit Expansion Application 
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An 18,000 foot well in the Cook Inlet is estimated to require approximately six weeks, 
including mobilization, rig-up, drilling, testing, suspending, rig-down, and demobilization 
time. Accordingly, a well of this nature will cost approximately $5.25 million dollars in 
daily rig rates and another 14.75 million dollars in supplies and materials, putting the total 
well cost at approximately $20,000,000. 

Therefore, the total cost to PERL to acquire, mobilize, deliver and drill the first well in the 
Cook Inlet will be in the neighborhood of $40,000,000, not including lease and permitting 
costs. PERL does not take this commitment lightly, nor should the DNR with the potential 
benefits that could be attributed to the State. 

3. If the Division was not satisfied with PERL's proposal for the expansion of the Corsair Unit 
and the associated proposed Revised Plan of Exploration, given the expansion leases 
pending expiration, the Division could have, at any time prior to the lease's expiration, 
suspended operations as allowed under the lease agreement, to allow adequate time to 
negotiate an acceptable Unit expansion agreement and Revised Plan of Exploration, suitable 
to both the Division and PERL. 

The Division had other options available during the Public Review period that would have 
also afforded PERL the opportunity to agree to the terms and conditions necessary to make 
the Expansion Application and Revised Plan of Exploration acceptable to the Division. 

The Division's failure to give PERL the opportunity to accept terms for the unit expansion 
and Plan of Exploration, and come to a meeting of the minds, was not negotiating in good 
faith by the Division, and did not afford PERL its earned right as Operator and lessee to due 
process. Moreover, the Division denied PERL the ability to agree to terms that would have 
been acceptable to the Division. This questionable negotiating has severely prejudiced and 
damaged PERL. 

4. PERL began good faith negotiations with the Division for a realistic and acceptable Plan of 
Exploration immediately after becoming approved by the Division as the successor Operator 
of the Corsair Unit. Throughout the negotiations with the Division regarding the Corsair 
Unit and the Plan of Exploration, and subsequent default cures, acceptance of additional 
stipulations, conditions, obligations and commitments by PERL, and acceptance of the 
default cures and extension approval, the Division has appeared, although resistant and 
apprehensive in many instances, to ultimately support PERL's diligent effort to meet the 
work commitments. 

PERL has devoted considerable financial and company resources in an effort to bring a 
jack-up drilling rig to the Cook Inlet to explore and produce the Corsair prospect. The 
Division has imposed stringent requirements and commitments on PERL to insure, to its 
satisfaction, that PERL will follow through with its plans to acquire and deliver a jack-up 
drilling rig to the Cook Inlet and explore and produce the Corsair prospect. 
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Now that virtually all the commitments and requirements imposed on PERL by the Division 
have been met, and PERL has completely interpreted the data necessary to delineate the 
entire Corsair structure, which indicates the primary oil targets underlie the expansion 
leases, and on the cusp of having the jack-up drilling rig on its way to the Cook Inlet, the 
Division makes an unwarranted, prejudicial and extremely damaging Decision not allowing 
PERL to include the leases that contain two-thirds (2/3rds) of the primary oil reservoir into 
the Corsair Unit. 

In essence, the Division misled PERL, imposing onerous conditions and stipulations, 
including the required submission of a non-refundable $ \00,000 deposit. The Division 
allowed PERL to believe it would be able to explore and develop the entire Corsair 
prospect, and then took away two-thirds (2/3rds) of the structure which included the primary 
oil drilling targets. These actions and the Division's Decision to deny PERL the unit 
expansion are nothing less than reprehensible. 

5. After spending over a half of a Billion dollars to gain the Alaskan assets and evaluate the 
prospects, and having only been an operating company in Alaska for eight (8) months, 
PERL has earned the right to prove up on its investment. The denial of the Corsair Unit 
expansion and the Division's preference to have the expansion leases expire are unfair 
takings of PERL's investment and proprietary information. To further willfully take this 
investment and offer it to another party with no compensation to PERL whatsoever is 
nothing less than constructive theft by the Division. 

6. PERL is a real company with an Alaskan office and presence, it has invested real money in 
Alaska's economy, and has on-going operations and concerns that continue to provide 
revenue to the State and local businesses. It is not Exxon. The Division should be the 
State's advocate for responsible development of its oil and gas resources, not an agency 
with an adversarial role. 

When a viable and energetic company comes to the Division with a prudent and reasonable 
plan for 1!!lY exploration or development activity that will enhance the current exploration 
and development in the State of Alaska, the Division should say: "Welcome to Alaska, how 
we can help you develop our resources?" Instead, in the case of PERL and the Corsair Unit, 
the Division appears to have more the attitude of: "Here comes another company, how can 
we make their efforts difficult, and how can we find a reason to say no to their plans?" 

Quite simply, this is not good business practice for the State and it DOES NOT encourage 
exploration and development. 

7. Because the Division did not give its full and unbiased consideration of PERL's Unit 
Expansion Application and proposed Revised Initial Plan of Exploration; and because the 
Division failed to adequately consider all the aspects of PERL's proposed unit expansion 
and Plan of Exploration as it relates to the conservation of resources or the economical and 
physical waste or resources; and because the Division failed to adequately consider what 
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was actually in the best interest of the State, the public, and PERL; and because the Division 
did not adequately consider and fully evaluate the implications of its Decision; and for all of 
the other reasons identified throughout this Appeal; the Division's Decision to deny the 
Expansion of the Corsair Unit and the denial of the proposed Revised Initial Plan of 
Exploration is erroneous, unjustified, unwarranted, prejudicial, damaging, arbitrary and 
capricious, and should be reversed. 

''Balance of Hardships" Test 

Case law exists relative to the situations presented in this Appeal. The present matter focuses 
upon the Division's Denial of PERL's Application for the First Expansion of the Corsair Unit, a 
situation in which the Division cannot demonstrate any damages to the Department of Natural 
Resources or the State of Alaska if the Application were approved. Conversely, PERL can 
show significant damages if it is forced to relinquish the expansion acreage and the underlying 
resources. An appellant rule applies where the party seeking the appeal stands to suffer 
irreparable harm and where, at the same time, the opposing party can be protected from injury. 
This rule was set out by the United States Supreme Court in Ohio Oil Co v. Conway, 279 U.S. 
813,49 S.C!. 256, 73 L.Ed. 972 (1929) and has been expanded by both federal and state courts 
in later jurisprudence: 

Where the matters presented by an appellant Jar an appeal are grave, and the injury to 
the Appellant will be certain and irreparable if the appeal is not granted, while if the 
appeal is granted the injury to the opposing part will be inconsiderable, or may be 
adequately indemnified by a bond, the appeal usually will prevail. Id. 

This approach requires balancing the hardships by weighing the harm that will be suffered by 
the appellant if an appeal is not granted, against the harm that will be imposed upon the 
opposing party by the granting of an appeal. I 

In this matter, an appeal pursuant to 11 AAC 83.02 of the Director's Decision to Deny the 
Application for the First Expansion of the Corsair Unit - ultimately resulting in the loss of a 
portion of PERL's oil and gas prospect to which it has devoted significant amounts of financial, 
tangible and intangible resources to acquire - must be granted because such a Decision will not 
cause either the Department of Natural Resources or State of Alaska irreparable harm. 
However, PERL will suffer irreparable injury and financial losses if PERL is denied the 
Expansion of the Corsair Unit, loses the expansion leases and the underlying resources. 

Regardless of the outcome of this Appeal, the State of Alaska retains its royalty interest in the 
underlying resources and therefore is not at risk of any damages related to the entity that has 
the care, custody and control over those leases (whether the underlying resource remains in the 
control of PERL or any other potential lessee or Operator). 

I A.J. Industries, Inc. v. Alaska Public Service Commission, 470 P.2d 537, 540 (Alaska 
I 970)(citations omitted). 
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Because of the reasons stated elsewhere in this Appeal, it is highly unlikely and perhaps 
impossible that (I) the expansion leases subject to this Appeal could be explored and produced 
faster by another Lessee or Operator, and (2) the resource underlying the expansion leases 
could be produced faster on a lease-by-Iease basis than it could be produced under unitization. 
Therefore, the State of Alaska is at no risk of damages whatsoever should the leases remain in 
the control of PERL. 

If PERL loses its expansion leases, it will lose the underlying resources which it has 
endeavored to identify and any potential revenue that might be derived from that resource. 
These damages speak for themselves. Further, should the leases expire and become available 
in any subsequent lease sale, in order for PERL to reacquire those leases it will have to be the 
highest bidder in a competitive lease sale, likely spending hundreds of thousands of dollars 
reacquiring the leases because the industry is generally aware of the underlying resources 
contained in these leases. This is money that PERL would not have otherwise had to spend 
should the leases not expire. 

The State of Alaska will also suffer damage if the leases are left to expire, as fragmented lease­
by-lease development will delay the time it will take to produce the leases, and will also result 
in a waste of economical and physical resources. 

Losing the expansion leases and the underlying resources will be a grave injustice and will 
result in irreparable injury to PERL. Therefore, PERL urges the Lt. Governor and the 
Commissioner of Natural Resources to grant the Appeal and approve the Application of the 
First Expansion ofthe Corsair Unit for the reasons stated above. 

IT IS THEREFORE REQUESTED by Pacific Energy Alaska Operating Ltd., as the lessee, and 
Pacific Energy Resources Ltd., as the Corsair Unit Operator, that the Lt. Governor of Alaska 
and the Commissioner of Natural Resources issue a Decision that the Application for the First 
Expansion ofthe Corsair Unit and the accompanying Revised Initial Plan of Exploration, dated 
March 18, 2008, is in the best interest of the State of Alaska. 

IT IS FURTHER REQUESTED by Pacific Energy Operating Alaska Ltd., as the lessee, and 
Pacific Energy Resources Ltd. , as the Corsair Unit Operator, that the Lt. Governor of Alaska 
and the Commissioner of Natural Resources Approve the Application for the First Expansion of 
the Corsair Unit and the accompanying Revised Initial Plan of Exploration, dated March 18, 
2008. 

This DECISION and APPROVAL will support and allow' for the prudent and responsible 
exploration and development of the Corsair Structure in a timely and efficient manner, it will 
also support and encourage PERL's efforts to bring the desperately neededjack-up drilling rig 
into the waters ofthe State of Alaska and renew the stagnated exploration and development of 
the Cook Inlet Basin and possibly other offshore basins throughout Alaska. 
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This DECISION and APPROVAL will not prejudice nor damage the State of Alaska in any 
manner, either administratively, procedurally or financially. 

Your time and consideration of this Appeal is greatly appreciated. We look forward to 
discussing our plans and these issues with you, if necessary. 

Respectfully Submitted, 

PACIFIC ENERGY ALASKA OPERATING LLC 

By: 
Vladimir Katic 
Executive Chairman & Chief Operating Officer 

Cc: Kevin Banks, Acting Director 
State of Alaska 
Department of Natural Resources 
Division of Oil and Gas 
550 W. 7th Avenue, Suite 1100 
Anchorage, AK 99501-3560 

Corsair Unit Expansion Application 
DNR Appeal to Commissioner page 33 of34 



1967 

Attachments: Application for the Approval of the First Expansion of the Corsair Unit 
Revised Exhibit "A" to the Corsair Unit Agreement 
Revised Exhibit "B" to the Corsair Unit Agreement 
Revised Exhibit "G" to the Corsair Unit Agreement 

(Revised Initial Unit Plan of Exploration) 
Attachment'No. I to the Revised Initial Unit Plan of Exploration 

DENIAL of the Application for the First Expansion Corsair Unit 

Acceptance as Successor Unit Operator for the Corsair Unit 
Corsair Unit Default Cure 
Offshore Daywork Drilling Contract with Blake Offshore, LLC 
Confirmation of $ 100,000 Deposit to Blake Offshore, LLC 

Resource Development Council Letter regarding Exxon / Pt. Thomson 

The following are reque5tedto he heidc0'lfidentiai under AS is 05025' 

Geophysical Report for the Corsair Unit 
Corsair Structure Resource Evaluation 
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o Summer 2008 - Site activities completed 

o January 2009 - $20M rig upgrades complete 
o February 2009 - Rig mobilized via ice road 
o February 2009 - Multi-year drilling program commences 
o World's highest pressure gas cycling facility 

- Online 2014 
- Capable of producing oil and condensate 

- Future expansion capability 
Essential for an Alaska Gas Pipeline 
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The Point Thomson working interest 

owners are proceeding with the drilling 

program at the Point Thomson Unit. with 

drilling to commence in February 2009. 

Point Thomson will be the highest 
pressure gas cycling project in the 
world, employing world-class drill 
wells. This project is an inllestment 
of approximately $1.3 billion, 
including a multi-year dellelopment 
and delineation drilling program. 

forward with essential site preparation 

tasks to be ready to accept the upgraded 

drilling rig. 

With the arrival of equipment and 

materials by barge at the drilling site. 

the Point Thomson owners are moving 

ExxonMobil and the other 26 Point Thomson 

owners wish to publically thank the more than 

150 people from more than 30 companies in 

Alaska who are working to progress these 

development activities. 

Air Logistics of Alaska. Inc. 

Alaska Clean Seas 

Alaska Industrial. LLC 

Atigun Incorporated 

Aurora Automotive. 

Welding and Fabrication 

F Robert Bell & Associates 

Brooks Range Supply.lncJ 
Colville. Incorporated 

Cameron 

Carlile Transportation Systems 

Cellar Tech 

Cbiaiak Environmental Consulting 

Crowley Alaska. Inc. 

Delta Leasing. Inc. 

Doyon Universal Services. LLC 

Duane Miller & Assoc. 

Elf(oniVlobii 
Taking on the world's toughest energy challengss:" 

ENTRIX Environmental 
Consultants. Inc. 

Epoch Well Services. Inc. 

ERA Helicopters. Inc. 

Fairweather E&P 

Fairweather. Inc. 

W.W. Grainger. Inc. 

Halliburton 

Hydril Pressure Control. 
a GE Oil & Gas business 

Lewellen Arctic Research, Inc. 

Marsh Creek. LLC 

MISWACO 

MRO Sales. Inc. 

Nabors Alaska Drilling,lnc. 

National Oilwell Varco 

Northland Wood Products. Inc. 

Quadco.lnc. 

SLR 

Schlumberger 

TerraSond Limited 

Udelhoven Oilfield System 
Services 

Frontier Alaska 

POINT 
THOMSON 

PROJECT 
Commitment to Produce 
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POINT 
Point Thomson Project - Initial Development Phase THOMSON 
-------------------------- PROJECT 

o Production by YE 2014: 10,000 BPD, inject remaining gas 

o Includes process facilities, liquids pipeline, airstrip, camp 

o Delineates oil reservoirs, ability to produce 

o Future expansion capability; ultimate gas sales development I 
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Drilling Permits 

Secure Rig 

IPS Development Drilling 

II 1- -~ 

Delineation Well Pads \- 'r 
Construction 

Delineation Program Drilling 

Procure Materials 

Conceptual Engineering 

Pre-FEED/FEED 

IPS Surface Facilities Permits 

Engineering/Permitting Support 

Procurement 
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ANS Civil Work 

Pipeline Construction 
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Point Thomson Project - Site Activity THOMSON 

PROJECT 

Location of New 
Tank 

.. ~,' ......... ~.~ ~ 

Grade pad 

o Stage ice road construction equipment and camp 

o Prepare drill rig and helicopter pads 

o Install drill well cellars and conductors 
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lAir LogiBlics 01 Alaska,loc. 

Alaska Clea 0 Sea. 

Alaska Industrial,LLC 

Atigun,lncorporated 

Aurora Automotive. 
Welding and Fabricetion. 

F Robert Bell & Associates 

Brooks Range Sopply,lncJ 
Colville,lncorporated 

Cameron 

Carlile Transportation Systems 

Cellar Tech 

Chiniak Environmental Consulting 

Crowley Aleske,lnc. 

Delta Leasing liC 

Doyon Universal Services, liC 

Duane Miller & Assoc. 

ENTRIXEnviroomontBl 
Consultants,.!nc. 

Epoch Well Sarvices,loc: . 

ERA HaliCopte ... lne .. 

Fairweather E&P 

Fairweather, Inc. 

W.W. Grainger, Inc. 

Halliburton 

Hydril Pre.sure Centrol 
a GE Oil & Gas business 

Lewellen Arctic Research, Inc. 

Marsh Creek, LLC 

M·ISWACO 

MHO Sele., Inc. 

:Nabors.Ala.k~ Drilliog, Inc. 

National'Oilwell Vareo 

Northland Wood Prodocts"lnc. 

Quadeo,lne. 

SLH 

Sehlumbarger 

TerraSond Limited 

Udel hoven Oi llield System 
Services 

. Frontier Alaska 

POINT 
THOMSON 

PROJECT 
Commitment to Produce 
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