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Annual routine maintenance.
Triennial haul-our.

Moorage and storage.

Snow removal, and

Major repair contingency.

Tins maintenance program will foe part of the SOS Team'' maintenance mil use contract with the .<P3 OEM.

C. Procram Administration
The Strike Teams Trogtwo will initially require a great de;.l of ndnnnistration .ts relationships are vstahlisheu
and teams are dew-oped. Program managers must assign responsibility for each of the developmental *v-ks
Some tasks may have to he contracted outside of e.MStuig staff. Funding tor program administration vtil .yme
from grants and service revenues.

Eventually, administrative tasks should he reduced to a maintenance level anti funded .is a .omiviiss: r foe
annual budget. Normal administrative tasks will induue:

Developing the strike team requires establishing relationships between .i number > \irt:e'. jp*c-*ii. "

building a data base of response vessels mu jxrrsonoel :mu checking ‘he ivuijai'ii:il o >
resources contained in it:

scheduling and coordinating training:
preparing an annual work plan and budget:
fund raising.

bookkeeping, billing, accounting: and
monitoring contracts and agreements.

IV. Strike Team Development

needs ofeach .ommumty. training responders to meet these seed- .mu building an equipment :nien:<*-y

A. Establish Relarionshiov
The followmg is u list of relanunships which should he rstablisnec .nder :foe -trike rean:- rrrgrsn::

KPB - SOS barge mauitenance .ind use coir

KPB ¢ SOS 'strike team development grant.

SOS - Vessel of opportunity contra t.

SOS « Employee agreement.

Responsible Party - SOS tune-of-pill response. .»;itr.:...
SOS -« City of Homer MOA.

SOS *City of Seldovia MOA.

SOS ¢ Port Graham Village Council MOA.

SOS - Equipment owner MOA or lease agfrstnest.
SOS  Vendor contract.

USCO « SOS Team BOAor MOL.

SERVS «SOS Team contract.

Cliadirt « SOS Team Contract .

\DEC - SOS Team term contra*.:, mu

CISPR1 « SOS Team contract.

Tim Voiiert'.in

Tm,i »«si-rto*;L il.r



FEli-et-98 SUNO07732 PM SOS. . tfom 907 2347699

Tile KPB should work with ibe SOS T«m to develop these agreements.

B.-Community Need* A «e5sments
Each community has different needs and resources. It is important that assessments I* done to facilitate the
planning foreach community.

1 Community spill resources and sources
First the existing response equipment and supplies in each community should be inventoried ami if possible,
arrangements made with the owners for access to these resources for spill response. Theo the potential 'pill
sources in each community should ba identified. Anequipment and supply list will then be developed to meet
r(w needs of the community. The harbor response team should have the necessary resources to immediately
respond to small spills and begin to contain larger spills as more equipment is mobilized. The potential iptll
sources and response resources assessments will help determine if any additional response resources must lie
acquired tor each community. These assessments will also be used to plan training for the harbor response
teams. The KPB LEPC might help conducr these assessments. These assessments should be .iccomplisiied

during the first year of the program.

2. Sensitive Resource Protection

Another important assessment that should be done is to identify sensitive resources aear each community thai
will need protection if a spill can not be contained and removed near its source or will not dissipate before
impacting the sensitive resource. Then site specific plans must be developed to protect each resource. The
plan will determine the strategy for protection and the equipment and personnel necessary :0 place the
protection and maintain it in place. Itis not the intent to for the prognm to acquire all of the boom and other
equipment necessary to prater even* sensitive resource, but the equipment locations should be identified
and the program should try- to { change access to the equipment Tlus resource protection assessment wiil
be used to plan training for shoreline protection teams in coming years. The Coolc Inlet Sub**rea Planning
Committee should be contacted to help in these assessments. The RCAC» might also he helpful in condiie::nc
this planning.

C. Teant-Trainina
Response training is very expensive but necessary to the success or the rrogram The redo-' me . i .heduis
of training suggested to develop ibe stnke teams:

e Harbor Response Team 11997).
Barge Response Team r1997 de 1998).
Boom Towing Teams 11998 & 199Q).
Shoreline Protection Teams *1999 m

» Lightering Team (1999). and

e Hazmat Refresher (every yean.

tis mporunt to utilize existing training programs whenever possible any .o coordinate training <ib (her
esnonse organization to reduce costs. Il might be possible for ihe SOS Team ro conduct Tainnv; or -that

response organizations to help pay for prognm costs.

D Huuiomcm/Supnljg Acquisition

Over time additional response resources must lie ticquireu. The price of these acquisitions must iinie ".Tin
donations, grants, the OHSRF or service revenues. The community assessments mentioned .ibo>c siil liein n
devising a plan to acquire more equipment and supplier Each of the following categories hoiild  encitioeu

m 'he annual work plan:
* Boom.
*  Absorbents.
»  Personnel Protecttse Equipment.
Decontamination.
e luid Transfer .mil Storage.

"Iim V.oefi/oa
“iat "a—+tt *.c. "12.1".



*  Barg* Trailer, and

Equipment Storage.

If resources can not be purchased outright, thcil arrangements should be made to lease them or purchase illcm
on short notice at the time ofa spj||.

V. Annual Budget

A suggested annual budget is contained in a spreadsheet contained in Appendix F. It .-uggests an annuai >arjs
inamtenunce cost of about $6,300. an annual operating cost of about S17.765 and one tune 'tart up »iisi» >r
$8,900. While Initiding (he spreadsheet we focused on identifying the components which must tuncwi.
Actual component costs must be refined. The electronic version of the spreadshcel may He useful > actual
budget figures are determined.

V1. Response Rates

Suggested response rales are in a spreadsheet presented in Appendix 0 along with >onie imagined awce- v
three response scenarios. These rates must be refined but the spreadsheet maybe ei-enii .n or planning
ptvpu'es. The SOS Team should publish response rates at soon as they .ire set.

VII. Fund Ruisin®

Response rates should be structured to generate hutds to pay for annual operating costs. The response rates
shown in part Vf.above include a 25fc markup to help pay tor annual costs. Program managers :u.> wit
consider if this markup is high enough.

While :t should be a goal for this program to he self -lUpportmg. it ;s not practical to expect that : viil v .n
the near tunue. The $60,000 giant from the OHSRF has provided -m opportunity :o startup ihc -uii.e rami
program, hut the success of the program will depend on devising means to lustain funding m;; ;«ir myear
basis and to minimize annual operating costs. Inthe tumre. the legislature may again have to be ».** ¢>e

program costs horn the OHSRF.

A key to continued funding is to establish a contractual relationship vith other response organization:- mm: -
SERVS. Chadux and CISPR1 to provide call out resources and training forthem tor an innual fee. Tins -iu*iix

be a priority as soon as the strike teams are ut place.

The program managers should explore a prc-.spiil contract with oil pollution liability nsurers .mu .ay.l
owners can-ying (his type of insurance. This could potentially lower the cost of response ‘or -r-
companies and raise annual operating dollars tor the program.

Funding should lie addressed in each annual work plan. Rcscarcn  bouid be conducted > lctro.r..::r >tu
grants might be 'ought tor community response programs.

The 'tate and local governments will have to decide if oil 'pill response preparevin<?' is \ pni.r.r. .or ,r:r.:'
funding from their revenue*. Asuccessful demonstration of the program will help them >nake :hi> eec.i-mi i

VIl Summary

It has been over eight years since the wreck of the fxw/t VaUcr caused 0 million gailous - rutie u

into the coastal waters of Alaska. Finally, a program has been established to equipment .mu train Alaskan* m
cleanup oil in the nearshore waters close to their homes. This program will allow citizens to remove 'pub
coming either trimt within their communities or from outside their community but threatening important local
resources. These community-based strike teams will I>e a valuable resource to those responsible tor oil -pill'
and for agencies that must step in and clean up oil >pills not adequately being handled by the ‘esponsifcis
piety. If properly implemented, the program shook! lie cost effective allowingfor *hanog * personnel,
equipment, and resources lietween citizens; industry; and 'tate federal,rod local governments. Vow there
will he immediate spill response capability in communities ibat would otherwise never have commercial -ptil
response services because of their size and location. Hopenillv ’tus program can -erve .is i mra.ci :» 'inet

remote arras in Alaska.

flm Tuoert'on



U. S. Coast Guard Seventeenth District: Response to Questions
Raised by Oil & Gas Committee, Alaska House of Representatives,

15 January 1998.

Whatis Coast Guard Federal On-Scene Coordinator (FOSC) Jurisdiction
under Federal Water Pollution ControlAct (FWPCA) as amended by Oil

Pollution Act 01990 (OPA 90)?

The legislation prohibits discharges of oil or hazardous substances, in such
quantities that may be harmful, (1) into or upon the navigable waters ofthe
U.S., adjoining shorelines, or into or upon the waters ofdie contiguous zone,
or (2) which may affect natural resources in the U.S. Exclusive Economic
Zone (EEZ). Coast Guard FOSC’s have responsibility for managing the
National Response System for events occurring in the coastal zone, while the
EPA has primary responsibility for the inland zone. In Alaska, the Coast

Guard and EPA boundary is specified in the Unified Plan.
How does State access the Oil Spill Liability Trust Fund (OSLTF)?

Under OPA 90, the Governor of a State can request payments of up to
$250,000 from the OSLTF for removal costs ofan oil discharge or
prevention ofa substantial threat ofan oil discharge. Procedures for
accessing the fund, requirements for documenting expenses, and
investigation requirements are indicated on attached flow chart.

As a separate process, under OPA 90, the Governor of a State can present a
claim to the OSTLF for removal costs incurred by the State. These claims
are presented directly to the National Pollution Fund Center (NPFC), located

in Arlington, VA.
What is the timelinefor FOSCpayment ofclean up contractors?

The payment process is initiated by FOSC’s receipt and date stamping of
contractor’s invoice. The FOSC verifies that supplies/services were
authorized and received and that removal actions were performed properly.
Once this is done, the FOSC forwards the approved invoice with supporting
documentation to the contracting officer. This has to happen within 7 days.
The Contracting Officer (at Maintenance & Logistics Command at Alameda,



CA) reviews the invoice and insures prices are as set forth in the Basic
Ordering Agreement (BOA). The invoice is then forwarded to the Coast
Guard Finance Center (Portsmouth, VA) within 10 days. The Prompt
Payment Act applies, which means that the contractor has to be paid 30 days
from the FOSC’s receipt of correct and complete invoice. If 30 day timeline
Is not met, then the contractor is due interest in addition to payment.

What BOA *sare currently available to CG FOSCE in Alaska?

Listofcurrent BOA’s:

Magone Marine, Dutch Harbor
Burlington Environmental, Anchorage
Marine Pollution Control, Detroit, Ml
Alaska Marine Transport, Anchorage
BEPCO, Chugiaii, AK

Maritime Enterprises, Homer
Crowley Marine Services, Seattle, WA
SEAL, Juneau

R&R Diving, Valdez

Marine Solutions Services, Anchorage

TCI, Sitka
Western Marine, Seattle, WA

Lists o fcargo tonnage/activityfor Alaskan Ports — wasprovided by Army
Corps ofEngineers.



ORIGINAL

Figure 1

06 WD P (T)(P)ZTOT "98S Jopun 417180 @ SS800y 8IS
1HVYHOMO T



WWW  MM&3EQ

-8*NN A
11 AMAHNHGS
ftgal 111111119
J iiiiiii9
iii 11111 g
SSsi-m'-il118
i]j111111 u?
MJ-J-mis
MRU Il MM'S

3.2 111 111 1lg

My 1man 11>

S8K83#8./ft2ft8880ft,| 1)

sSSoN”i*wsiutssiifliS*11-3
nun 1111116 111111111

8si.ii 1lIn 1lllinn lit
8wiS«.NJ 1111 n infill ia
ijinZ"-njii liimmM
8s8«. mS—M<;ft888ft8«8ii-*»| 8

3£9t888.8,— 13

FEEeeeer e a2 111111111
833.1111M 1AL 11l 111 1lift
8 1lm inim m iis

mim ii“m 1Im m 11~

NU*W«S««0-*N(*1

4 —B—SIlwswi?'

1111J1111183

111111111111

1 1ININ.8«SIf

SwB1J1111 *19

leM~nm!—an 1ft

1

8B3SS— .r.aSS

111 INIM 1118]

mi 111 mi 11

«EciiiiMjg

$1L -***1— %% | | | ft

1IN—AV

ii 1111

n 1111

*11111

M1 NI

3



J1sssgwisSag8B

111115ji8ws8"sNmMm

i is - non o« «om

-S L i# s is B

a 8 a 8 3

ies ' ifccs s ~i S

111111 <11

1111 18&3 8 «

ASp>Hedici-

3 * 2u =

>N w A

is &

n

J

1

8

W »wilS<lJc»lj2 H

111111111

1

isgjg’i
»a-3iii
NP 1111111

11111 *))3

S3m»» N 8
§*8g«Jj

" ps'*-'S

T niin

11 111M™

£8s3SS1§

f

J 11\ H |m3

Shi liJs

1111 1]

d6-1¢e-

1Bx¥T

NOISIAIA SNIHd8ANIONINOHd



*Na” aaauM aal a® lal al ft
11 l— -«l T1IITHIHLITLL*

Tttt A®namd J1J J 1

»Nj 11111111111111 M 1111 la

Mol ilj 212\ iii 111111 i M

-1 »11-1 M 11T H >
LILELINTLENI-U -1 —
aill111111111212 011 il 11 1a

e 111111111111111111117 @

11111111111111111111111111

ftsaBsuJg

tttigiMsS

linn n

si 11111 s

3K« «al 8
dkiBh i8

11111111

1.'S S iJ*
I
s >1111s

Sn'll.M .

ml M»»»au««aiClllICySw Iml 18

mm 1Im 111l m mi
Mlaijij im miiiia

fiai 111111'111nhi i«
111117i111ii11111112117
NSlic4t«Oa«$|!s8il «l«I»aaS

AANDA-do 1«tal>N8lljag«»Maa)|

NERRARRRNERRERENERANY
al 1M AT rrrrrrf
JE i Miitii 11ij 11iii8

121000 rerr 1111111111



17

AswVwweim A 8

- frUliSXs**J 1*

mu llImu
fiiiiiimm
1111111l mu

IInllllmn

MVNVAVWWIMM'tS

Im 1linn 11

m m him 1
Imiiiimii

1111111112, 11

S fc 'IWw88n33»81~888* .Mm»miottgBS«ul 1 111111 m i |
3 Bifcii”i 111211111111 m u 11111111 111 m 111118%
1 gl JIIgl *1-tI8X<M..,58«XB3.«J | 11nun 1ig
gl Sl TUUTTIIT2122L FETTIiTd Lhim
g Mi~"111111111111111111111111111
1 ajw 1n 11111111 n iiln 1m m 11111 m ii 111
3 urns 11 »»«ic«itt3BKSM»»wittqq8g8S8«3ax.
3 gI"II-IIrIIIIIIIItIIIIIIIIIIIIIIIII
1 I T T O I A
g Innisigjwin im m n 1iln nm m 11111111 m i ||

f
* j m 11n 1111111111111111111111111111111 n 1111111«
1

luwwl *1 1 IR R RN I RN R T



11111111

Mlinn

nun ii

n 111111

— 0\

N = Sl A

mill ii

MNnii 11

ill* in 1

«

11111725 i i 12m 3n‘1

FLIFIF*11119*

I
»FUI 111D 00|

a1
$IH*II5*M"II
1

rTmim im i

e "rrimir
*"irrijinll
11111111 m 111

511» 1iSSS*"- |

| <53*NtK

*

In

111111 ii 111ii 11
Millnir niMi
ir*1

*I1llm m

*Rxk 1 1100 11

11111111111111

"iiriimm *

*LIT11T11111™

$fe#8JWHRa«M$S |

*Tri irn irrt
®11®" 1111111111" -
e Si*x*mxixriji 111]

1111111111111111

| r i*i 1111 r-g “¢

*xreri 1110 rir
»E*Li"iim i T

**i**"m* _n i i m

111111111111 33 11



@ MNaka Al 1
11 1N
LELLLLLLT
IRERRRENN
1111111118%
11111 11 111
SN U
e sy
111111111
IRNIESER1
1M1 111 1g

1 mill

I £ lgW aw SjJ»1 ajggggg
8 . .0 111111 111gl as»38as— 18
. -liMIMIMMINV.  MML 8
31 3-ce-.*) iii 111 i L1111 ii#
3 f«NS«l M LI I TE LTI LI 1#
M wlJa-NNaU Mil Mill Mitt
1 Ruwlanl ] M 1)
wjiri iii iiiunrSs,—mi iB
U JI nmiml,Mw wiMill 113
s | Js-8SS-Je*1111111111111118
f
8 ST, IU0TT TLLITEIL 1 1#
M 8.— camJ 11-1 101111011 11#

w-¢ "aaaajjw M jaM "l mw<n8
J - — MIM*
Mill 11,1 INNI— 1"m™mV

JoJ 1111 00 111200 00w

bty rrrrrnnn 11w

frrrriarrn 11112 111111

fcju-J

L n»u»n«l
J 111) I— oww-*«l—
I 11dlajlIN IN»”aulii

imn Um tllhi»
Sjjm mini Liim tt

11111111111111111111111

8

8



*88*i |

»«»JS ANANYy ANMSBK88LB883:8g»»”.>.a"NWAS g |

M J -1 - N— ¢eSSKa8ftW *8SSS*.-* — "ss«3

mil 11111171111111111111111111111«111

n ils iiijiiiijjjiiiiiihiinhuin

liiit* Sl A A T I I A I A I O O B B O T O

niia im 111l nm 11lm in 11l m 1111

MW—5 MR

Mill Frerrrrrrrerr 112y eererrerrrr1ang

1111 g mi 1*lui*hi*miiiullnuiin,

111 itj Wi iii i m i i 1111 <111171 dii ii 11

1111a Wiin iii m i 11111161 i§i 11iiin 11

w “NNcoutlasSXMall

Frerrrrreeer 1wl s

MIl.sal”~nllllllla

AS* || I$M 11 11 111 |y

1111101010101,

HAit«8jttdeaN K»«NV2iiS

FEIMETETEETErrrrem

»3J 1111111 111 11119

1

88-18-1

€E0VI

NOISIAIA SNIYHANIOING WOYS



8o0.»»«wft8Ba688SBas»..3l

i 11111 aaaw 38«8-i -s' 18 N .2
#

111111111111111111111111111
HNii**se”iui llmil
1 NINREINAREE

«Ql mWHWM MM » 3T wl»1 T

ii 111lisaaasistW M * | | W9S&NN

11111111111119i1111111111111
j 11111 >gifor—agsi i n 11111
> *N~ANN

I IN« mlrfa)l 11111



JAN-21-88

14.04 FROM<BNGINBBRING DIVISION

HOONAM HARBOR, AK
(19 Hot and laao)

ftSff* 344

HUMBOLDT HARBOR, AK
(iiim m W

Total 214

KAKE HARBOR, AK
(25tootrniaaa}

Grand
Total 374

KIMD 00V6 LAOCON AK
(19MOIM dIM 8

far »

jnd
Totol 121

MNLCHK HARBOR AK
(4 tootand laaa)

dal .

(>ft tool ond too*}

Grand
Total 42

Inbound
39

Inbound
44

Inbound
62

Inbound

Inbound
23

33

142

21

14 -

10

12

ID>8077632081

373

212

374

204

106

41

291

1«4

1*

«

PAGB

Outbound

11 31
Total Mps:

Ouftoofld
37

Outbound
iM
ToMbAK '

Outbound

To4v!/ojpo:

Downbound

41 42
ToMtripo:

OuDound

T&tHpo: 81

ALAAKA OMTRICT

200

B/ia



ALEXANOBLAIKK
No Vaoaol Tnpa

SBJX7VIA HANBOIt AK
(17 feat andlaoio

Orand
Total ICO

Mound

»

9m «U 9 AM>WMTESrOfE NARROWS, AK

(15 Mat and laaa}

Sor*

ft5T* 13* = 07

mPiliTI | MiMfIfL AK
(19 Nat and laaa)

taad
Total 1,157 510

CHATHAM STRAIT, AK
(51 Not and laaa)

and
DM 2,191 1,400

hi aam miTBgr

Upbound
- 139

Mound
— 241

(Mound
319

OuNound

Total Mpa:

Outoutd

10 19 7
Total OrMa: 119

01
Totalortpa:

OuNound

10
Total Mpa:

149 200
Totaltnpa:

Oubound
219 113
Total Mpa:
Cutbound

29
TotalMpa:

Oudwund

234
Totaltr*a:

Downteund

399
Total Mpa:

te/,i2
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BRI

NOrhOfV riufMHa

SdrPiepaBadVMaM ™ Se“‘i/FM%‘,)wpaed 1 W fPfopiild V niiii VUgMIi
Dm ”
T.. Paael - — Towor Paael - "Yo«*or
°* OWCNBO - Tup 1OWEMS> OtyCno 1»i"r  Tua— DWCar» Tmur
CLAMNCE STRAIT. AK
(23fM and lau)
Downbound
D R *040 019 90 *30% 1,903 JO7 . 000
ToMBlpe:
BHHWn"UO0.AK
(31 laet and haa}
om d Upeound Downbound
ToM 1,700 702 430 00 *174 *100 432 402
TOMM pK *382
icy ynuunrt. ak
woiond im) .
UoCoud
Gnod
TOM *213 *740 170 30 *101 *713 — i 190 32
15 attripe:
and Mo) Mound Outbound
“ 00 14 133 90 37 14
83 130 TtoM tripe: 232
LYNN CANAL,aAK
t IM -
(3009t an ©) Upbound OoiMibound
* * 200 m 17 *907 *101 343 104
oM 100 170 ToMtflpe: *193
PASS GI;\, AK
cw Notood?to
OCoanDound
01 19 032 317 *3 204 17
Tom tripe: 1,090
Mood Outbound
fis f 170 3 10 47 11 211 *9Q 1*
ToM ffpo:
NONCE OFWALESMLWEST 1B * AK
(32IM and baa) Mowd Outbound
? 177 101 94 30
$3° 304 3T ToM tripe: 713
REVULAOttA%O CHANNEL, AK
(37 Not and lon) bownbound
l%l *919 *034 u 10 *049 *070 11 390 = 330
Total tripe:
OTBPHOMO PA30AQ™* AK
(319m and Mo)
0/02* *333 *417 - 04 *144 *440 200 372 30
ToM tripe: *478
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Sntion:
Stale Capitol

Juneau, Alaska 99801-1182
(907) 465-3779 - Phone
(907) 465-2833 - Fa*

January 15

ALASKA STATE LEGISLATURE

11K5B*
;>**& L*;>'
\ £ > |

REPRESENTATIVE MARK D. HODGINS
House District 9

House Special Committee on Oil & Gas
Mark Hodgins. Chairman

1-15-97
Capitol, Rm. 124

Thursday

Review of Dutch Harbor Oil Spill, Nov. 1997

Inlfnm

145 Main St. Loop Suite 221
*«"«'s AUskj 01,611

907) 283-“223 - Phone

(907) 283-3075 - Fax

10:00AM

Kurt Fredrickson - Department of Environmental Conservation

Bill Schoephoester - Alaska Chadux
Governor Bill Sheffield - Alaska Railroad
Bob Berto - Northwest Cruise Ship Association

Linda Fried - Kodiak Island Borough (Regional Spill Response Plan)

Commander Dave Eley- U.S. Coast Guard
Totem Ocean EXxpress
RCAC
Jim Carter - Kenai
Tim Robertson - Seldovia

COMMITTEE MEMBERS
Representatives Con Bunde, Tom Brice, Allen Kemplen, Scott Ogan,
Norman Rokeberg, Joe Ryan
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PETRO MARINE SERVICES

MEMORANDUM
DATE: 2 Jan 98
TO: Mark Hodgins  (home fax 283-7863)
FROM: Bill Schoephoester
RE: MV Kuroshima spill issues

I have the following suggestions for stakeholders and issues for the
Oil & Oas Committee Hearing scheduled 15 Jan 98.

S U h e h P IflttT s .

Spill response cooperatives
ADEC
US Coast Guard
Cruise boat operators
Totem Ocean Express
Sealand
AOGA members who fund the 470 account. The majors are:
ARCO
BP Exploration
Exxon
Unocal
Marathon
Phillips

Contracts
Spill response management
Scope of management (see elements of response below)
Unified management of both public & private resources
Funds to pay for the response
Liability of responding organization
Funds for maintaining response capability
Elements of spill response:
Emergency response
Wildlife response
Lightering
Salvage
Long term cleanup and remediation.

This outline covers the i1ssues that have been of greatest concern to
me. There are many distractions related to these fundamentals, and
it will be a challenging task to stay focused. Speaking personally,

I will tell you that I believe the root cause for much of my
frustration is that the spill response system we have was designed
more for reprisal than it was to create an effective oil spill
response capability. | have attached a commentary Z submitted to the
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Daily News i1n 1994 on this very point. It was published with some
modifications. Although i1t deals with the insurance issue which was
traumatic at the time, i1t also addresses the fundamental flaw In our
approach which haunts us to this day * the lack of focus iIn our

response capabilities.

Thank you for the refreshing article published this morning iIn the
Anchorage Daily News. It was nice to read some accurate statements
about the response for a change.

I have faxed a copy of my recommendations to Jim Butler. |1 would be
glad discuss them with both of you if you would like to get together
for a conference call anytime.

Thanks again for you support. 1 look forward to working with you on
these 1i1ssues. There i1s much good work to be done, which 1f done
successfully could be a monument to common sense in a triumph over

il will.

Copy: Jim Butler
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PETRO MARINE SERVICES

fttrebum Marketing to the Marine Induilry

July 11, 1994

a, 42

The O1l Pollution Act of 1990 has created a monster

by W.B. Schoephoester, Manager of Planning and Project™;
Petro Marine Services

In the emotional aftermath of the Exxon Valdez, Congress has
created a petroleum products transportation system with costly
duplication and inefficient use of resources. It can best be
compared to requiring the owner of every high rise building to

manage 1ts own fire-fighting capability and to guarantee i1t has the

uley to operate It.

We have approached the problem of oil spill response iIn the
united States with more of an attitude of vengeance than
correction. Sadly, this is typical of legislation drafted in anger

rather than in quieter moments when judgement and good sense guide

us.

In an overarching reaction to the 1989 Exxon Valdez spill,

Congress passed the Oil Pollution Act of 1990 —- OPA 90 — which

311 T Siml, SMIS00 « Andmogi, Almka W503 Phono (907) 562*3000 + fax (907) 541-4500
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requires every tank vessel operating in the United States to have
an approved spill response plan and a certificate of financial

responsibility.

The 1iIntent i1s to insure that every tank vessel has the
resources to clean up any oil i1t spills and will have the financial
ability to do so. The’effect, however, is the virtual exclusion of
many foreign vessels. In the cutting words of one foreign critic,
the result has amounted to the first successful blockading of any

country by itself.

Although perhaps manageable for a vessel that operates
regularly in U.S. waters, the plan iIs a tremendous burden for
vessels calling only periodically on U.S. ports. Each plan must
include great detail on such things as shipboard mitigation
procedures, shore-based response activities for every geographic

area, crew and response team training, and drill procedures.

The Certificate of Financial Responsibility must affirm the
existence of financial resources, iIncluding an agreement to direct
access. For all except the largest corporations these resources
are insurance, most of which is Lloyds of London. That means the
underwriter must agree to be sued In U.S. courts for damages by
injured parties. None of these underwriters is willing to expose

iIts assets directly to the vagaries of U.S. courts.

This is beyond the scope of iInsurance. Therefore, the U.S.
Coast Guard is faced with an impossible situation of requiring a

form of financial responsibility that is unavailable. The
KTMMUIM SIRVK1S

Pttroleum Mo»W !Ing nofa Motive Vtdutiry



alternative is also unacceptable —-- to stop foreign tank vessels

from trading iIn U.S. waters.

As | said earlier, what we have done is the same as requiring
the owner of every high rise building to establish and maintain its
own fire-fighting capability. Besides duplication of effort and
inefficient use of resources, the solution shifts responsibility
for responding to oil spills to the wrong hands. It is forced on
organizations whose primary purpose and motive is the production,

transportation and distribution of oil.

It would be much better I1If we had created either a public or
private national spill response capability whose primary -- and
only —- job was responding to spills. It could be supported with
oil money and would be available for a fee to any vessel operating

in U.S. waters.

The massive, complex, and draining enforcement burden would be
relieved, quality of response would be greatly improved, and there

would not be the current unnecessary restriction on free trade.

This logical approach to the problem of oil spill response
would be a great iImprovement over the monster we have created.

Vengeance has led us to a solution more disruptive than the

problem.

HTWUH»«1WKU
fdralaum MarWimg “ofa Marin* Imvilry
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Cruise ShipIndustry Contacts

Al Parrish

VP Government and Community Relations
Holland America Line - Westours Inc.

510 L. Street, Suite 400

Anchorage, AK 99501

907-272-9429

Bob Berto

President

Cruise Line Agencies of Alaska
P.O. Box 8080

Ketchikan, AK 99901
907-225-5012

Capt John Cox

President

North West CruiseShip Association
306 W. Republican Street, Suite 201
Seattle, WA 98119

206-283-4447

E lectrical Co-ops

David Hutchens

Alaska Rural Electric Co-op. Association
703 West Tudor Road, Suite 200
Anchorage, AK 99503

907-561-6103

FInancial Responsibility insurers
Douglas R. Davis

Keesal, Young & Logan

1029 West 3rd Avenue, Suite 650
Anchorage, AK 99501

907-279-9696

Michael Woodell

Keesal, Young & Logan

1029 West 3rd Avenue. Suite 650
Anchorage, AK 99501
907-279-9696

Chuck Cohen

Cohen and Associates
526 Main Street
Juneau. AK 99801
907-586-9025

OASPARVADDRBSS.WPD
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Facility and Vessel Contingency Plan Requirements
The owner or operator of the following vessels or facilities must hold an oil discharge
prevention and contingency plan approved by the Alaska Department of Environmental
Conservation (AS 46.04.030).
oil tank vessels and barges which carry oil as cargo in bulk, regardless of volume;
crude oil transmission pipelines;
onshore or offshore oil and gas exploration and production facilities;
oil terminal or storage facilities which store:

a) over 5,000 barrels (210,000 gallons) of crude oil; or

b) over 10,000 barrels (420,000 gallons) of non-crude (refined) oil; and

The following operations are specifically exempt from the requirements of AS 46.04.030 and 18
AAC 75:

facilities and vessels engaged solely in the exploration, production, storage, or transfer of

liguefied natural gas or liquefied petroleum gas;

fish processors and tenders engaged solely in ship-to-shiptransfers of oil, if their
effective cargo capacity is less than 10,000 barrels of non-crude oil. Any vessel
engaged in ship-to-shore oil transfers including a fishing vessel, is subject to these
requirements; and

facilities and vessels engaged solely in the exploration, production, storage, or transfer of
substances nut derived from petroleum or its by-products, sucli as vegetable oil and

methanol.

The following operations are not regulated by the state and do not require contingency
plans:

railroad carrying any type of cargo

tank trucks carrying any type of cargo

Cruise ships and vessel ferries

fishing vessels and processors

Nonpetroleum transportation tank or barge vessels (dry cargo, chemical, etc,)
Small rural electric facilities

Small rural fuel storage operations

C'SPARMPPREOPACILW ro



Contractor Name

Afame

Attn* Canitractlen APrimery Product! Con Ahtna

Alaska Chadux Cerporadon

Alaska Clean Soai

Atyuska Pipeline Sendee Conpiny
ARCOMirino Sp4l Rasponaa Company

Bethel Environmental ftoe rtw Conytoy

BP 01 Stepping Company, UBA
CleanPaeMc
CtearwelM Environmental, inc.

Cook Inlet Spill Prmntkm AResponse Inc.

Craotoy Marine Services, Inc.
ECWKudion Maritine Senrtoee, LLC
Emergency Response Skto Teem, he.

Bxxon Company, LBA

Forty-NInarftonaOfciiOT AC{ Spin Group

Hirtac Management Consultants, he.
Inland Ptko Sarvfto, he.
RauanConlractori,he.

Smilh Technology rtion

Souttvaoil Ahaka Petroteum Resource
Orgwhallon

TCC, a |ointventure
Tidewater Marina Alaska, he.
IMteck Envtronmanlil LBA

RACNAME . XLS

Address i

P.O. Box*40

Chadux ~ 4306BSWat, SdIt697
ACS Pouch 340022

Alyiaka P.O.Box 19
ARD PA Box22117

BPCD PO Bx170240

BA Stripping 200 PtiMe Square

cP 440 Edwerdi Awrie
Claaiwatai  1710Abbot Road

AR PA Box7314

Oy PABXID

EOMIHugson 64 Danbury Road

ERST . 376 South Valencia Avanue
Bxxon P.O. Box 2100, EB4221
R 22/2\0%% Place, Suke.
Hee 100

Inland  ;3VI9RratfdockSlroat
Raven P.O.Box460

Smith P.O. BoxS007

FAPRO  HA0Water Street, SuBa202
TaC P.O. Box 143

ndawitar PO Box3140

JHeeh  1PO. Box 240107

city Stafe  Zip

Glanallin A< 10680
Anchorage | AK 06500

PndhaaBa AK 907341022

\X1cki 1AK 99666
Long Beach CA 900016017
Chuglk  AK

davaland ~ CH 441143375

Calverton  NY 11083

Anchorafa  AK (09607
NieM A< BRW
Valax  AK 9080
Wilton CT Q1007
Brea CA 9623
Houaton  TX 771522190
Anchorafa  AK 9B11
Anchoraga AK 09607
— x o
Kami AC o1t
Portend OR 672004007
Kechiken  AK IVEOI
Veldei AC M
iIMu A MM

tnchorage AK 01624
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Telephone

(907)022-356!
(907)762-3346
(907)060-2406
(9070364901
(310)6904521
(907)696-3511
(2165104167
(516)3604644
(907)522-3636
<067)7704121
(907)03040%
(203)7614600
(T14)577-2109
(713)1664690
(007)346-6823
(907)522-3081
(0751106
(907)263:2062
(6032164656
(907)225-7002
(9078304014
(907)06-3037
(9073404142

Facsimile

(007)0224437
(007)7624330

oomet
atm,lot ntmt.Int

omtHi MAm

Nidowi Jackaon M.

(907)659:2810 :

(007)004944
t (310)9084313
(907)006-2752
(2(1)5904657
(516)3604656
(007)5224220
(907)7704190
(907)0354250
(208)7614007
(714)577-110
(713)6564504
(0075224623

(9076224494 '

(907)461-1906
(9072034081
(508) 2402263
(Qo7)247-1117
(007)0354042
(007)0354532
(Q07)340.273

Scott
Bruce
TJ.
Kim
Relph
Glenn

John

MeEnen M.
MetcaVf * M,
* VAR o+t
Eaa M.
Coa M.
Koka M

Johnaon M.

Edwerd Qonlcfc M

Dong
Chrta
Par
KT.
BA
Cal
Caret
Jim
Stave
Pat
Jamea
Gerald
Pad
David

Lantech M.
o M
Christensen M.
Partial M.
W M
hay M.
Wy M
1 MO M.
Cwpy. U
Twine M.
AmiesM K.
MDoreld M
Qum * M
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ON THE ROAD
TO CLEAN AIR

Trucks and Clean Air:
Meeting the challenges of the future
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PETRO MARINE SERVICES

Petroleum Marketing to tfie Marine Industry

Petition for exemption from EPA limit on sulfur content in motor vehicle fuel
Testimony before House Oil & Gas Committee
12 August 1998

We support the petition by the State of Alaska to EPA for a permanent exemption from the
requirement to limit motor vehicle diesel fuel to no more than 0.05 % sulfur by weight.

Petro Marine Services is an Alaska owned and operated fuel marketing and distribution
company. We serve 16 communities in Alaska many ofwhich are isolated coastal
communities not connected by roadways. The vast majority of the product is sold for use
in vessels, for heating oil consumption and to other nonroad users. Highway diesel fuel
sales amount to less than 2% of our total sales volume. If low sulfur diesel is mandated
for highway use in the communities that we serve, it would have to be segregated from
the moment it is purchased and throughout the transportation and distribution network.
All of the fuel that we purchase for sale is moved via tank barge to our fuel plants.
Providing segregation for small volumes of low sulfur diesel would greatly increase the
cost per gallon and limit the flexibility and efficiency ofour barging logistics. At our tank
farms, we have nearly completed upgrading all facilities to meet the OPA ’90
requirement for impermeable liners. It would be very costly to go back into these
facilities now to add new tanks to provide segregated storage for low sulfur diesel.
Ultimately, end-use consumers will bear the cost of meeting this requirement.

In addition to the added cost of segregation, all low sulfur diesel would have to be
imported to Alaska, because no Alaska refiner currently produces this product. Normal
supply routines would be disrupted in order to get low sulfur diesel fuel from the West
Coast refiners. A great deal of the other fuel that we purchase in Alaska would also be
purchased outside the state, because the tank barges could not travel to distant supply
points simply to lift the small volumes of low sulfur diesel needed. As a consequence, a
significant proportion ofour annual fuel volume would be purchased offthe West Coast
thereby displacing Alaska fuel which could otherwise serve the local market. All this
displaced tuel would be replaced with fuel carrying as much as 15 cents per gallon added
freight charge due to the longer hauling distance. Alaska consumers should not be placed
in a position whereby their energy costs will increase dramatically.

PhOFt* (907) 562-5000 = Fox (907) 561-6500

A HARBOR ENTERPRISES COMPANY



All this seems an extraordinary disruption ofthe market and inflation of price to
accommodate a product with relatively low sales volume statewide. The stated purpose
ofthe Clean Air Act requirement for low sulfur diesel is to address health concerns
associated with air-borne particulate. Alaskans rarely agree on any subject, but there
appears to be a consensus that no general health problem exists here that could be
corrected by this program. As stated in the state’s petition to EPA, changing the motor
vehicle diesel fuel requirement to low sulfur diesel will remove an insignificant amount
of particulate matter from the air at an unacceptably high cost-to-benefit ratio.
Compliance with the low sulfur diesel requirement is clearly unreasonable in
consideration ofthe unique fuel supply economics in Alaska. We urge your continued
support ofa permanent exemption for all of Alaska.

WV NC_SVR\VOLNSHARED'Environmental\980812, Low sulfur testimony.doc
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MAPCO TESTIMONY ON HIGHWAY DIESEL

House Special Committee on Oil and Gas
August 12,1998

MAPCO ALASKA PETROLEUM Inc. is here to dearly state our support for a
full, final and permanent exemption for Alaska from the Sulfur requirements of the Clean
Air Act that apply to diesel fuel used for transportation. The current exemption expires on
October 1,1998.

Nothing has changed since 1993 when the State first requested a waiver for sulfur in
highway diesel that would indicate any other course of action. In fact, continued study and
review during two temporary exemptions since that time have reinforced the desirability
and need for the permanent exemption. And in April of 1998 EPA published its intent to
issue a permanent exemption.

This committee has already heard the many reasons to support the permanent
exemption. You have been told of the negative economic consequences that clearly
outweigh any benefit from enforcing the sulfur requirements for highway diesel. Not
granting the exemption would potentially require the importation of most if not all highway
diesel. Itwould again require dyeing of non-highway diesel, which accounts for 95% of
daily diesel use in Alaska. The separate tankage and other logistical requirements would
pose an undue burden in rural areas of Alaska with the least competition. And these are
the areas of Alaska that can least afford the economic burden of increased fuel costs.

MAPCO urges this committee to use ail means possible to encourage EPA to
promptly issue the full and final exemption. We also ask that you request DEC and the
Governor write letters, make calls and take other appropriate measures to urge EPA to
grant the full and final exemption.

Failure to receive this exemption as we near our fall and winter season could result
in an emergency situation. Fuel would not be available to deliver foodstuffs, medical
supplies, gasoline supplies and other commodities necessary for the health and safety of all
Alaskans.

We appreciate your concern with this matter and request your prompt and
comprehensive response in making sure EPA issues the full and final exemption in the next
few days. We stand ready to offer our help and assistance to this end.

Thank you, and let me know if there are questions | can answer or others here with

MAPCO can answer.



TONY KNOWLES. GOVERNOR
/

DEPARTMENT OF NATURAL RESOURCES 3601 "C"street, suite 1380
ANCHORAGE. ALASKA 99503-5948

DIVISION OF OIL AND GAS PHONE: (907)269-8800

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Fax (713) 656-1512

June 30,1998

Exxon Company, U.S.A.

Mark W. Albers, Manager Alaska Interests
P.O. Box 2180

Houston, TX 77252-2180

RE: Point Thomson Unit
15th Plan of Development

Dear Mr. Albers:

Exxon Company, U.S.A. (Exxon) as unit operator originally subm itted a 15thPlan
of Development for the Point Thomson Unit (PTU) on October 1, 1997. By letter
dated October 8, 1997, the Department of Natural Resources, Division of Oil and
Gas (DO&G) notified Exxon that the plan was incomplete. DO&G recognized
that the working interest owners had not shared the results of their respective
exploratory efforts, and Exxon could not, therefore, write an integrated
development plan. On December 24, 1997, DO&G approved an Interim Plan of
Development (Interim POD) for the Point Thomson Unit. The Interim POD
included the following requirements:

1) Exxon will submit current Exhibits A and B to the Unit Agreement by
January 31,1998.
2) Bv March 31,1998, Exxon will:
(@) submit a list of the studies done to date with a synopsis of each
one;
(b) submit a list of all agreements between the Point Thomson Unit
owners with an explanation of each one; and
(c) provide a briefing on the results of the full field modeling and
Parson's Study.
3) Exxon will also coordinate with ARCO to arrange a presentation of the
3D seismic data collected by ARCO under a farmout agreement with

"Develop, Conserve and Enhance Natural Resourcesfor Present and Future Alaskans™



Exxon Company, U.S. A.
Point Thomson Unit

15th Plan of Development
June 30,1998
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Exxon by March 31, 1998, or analyze and present the information
themselves if ARCO does not.

4) The division also requested a briefing by BP and Chevron during the
first quarter of 1998, on the Plan of Exploration for the Sourdough
prospect.

5) Exxon will submit a preliminary draft of its 15th plan of development
for DNR review and comment at the April meeting, and submit a draft
POD by May 15,1998.

6) Exxon will file a 15th Plan of Development by June 8,1998.

During the six-month term of the Interim POD Exxon committed to subm it the
data listed above and coordinate with the other working interest owners to
develop a plan to delineate all of the reservoirs in the Point Thomson Unit.
Exxon had until June 30, 1998, to develop and submit a complete 15th Plan of
Development (15 POD) to DO&G. Exxon as unit operator fulfilled all of the
requirements itemized above with the exception of number 2) (¢). Exxon did not
schedule a briefing on the Parson's Study during the period of the Interim POD,
however by mutual consent we intend to have the briefing some time this year.

On May 14, 1998, Exxon submitted a draft of the 15th POD. DO&G staff
commented on the draft plan during a teleconference call held Thursday May 21,
1998. Exxon submitted a revised draft 15th POD on June 5, 1998. DO&G
suggested changes to the revised draft by fax on June 9, 1998. On June 16, 1998,
Exxon incorporated the requested changes and faxed another revised draft to
DO&G. After some discussion and a few minor changes, Exxon submitted the
1527 POD in final on June 19, 1998. This process of meeting and reviewing the
draft documents was beneficial to produce a comprehensive Plan of
Development that is acceptable to the Unit Operator, all of the working interest
owners and DO&G.

The IS* POD includes an update on the work completed during the term of the
14mPOD and the Interim POD. It also includes plans to establish a common
database, delineation plans, and development planning studies to be completed
during the term of thel5mPOD. Exxon plans to explore potential synergies
between development of the oil and gas reserves in the unit area.

There has been considerable interaction belween Exxon, the Working Interest
Owners and DO&G over the pas*-nine months to formulate a comprehensive
plan to develop all potential reservoirs within the Point Thomson Unit Area.
Finalizing Agreements between the Owners to share well and seismic data is the
first step toward achieving an integrated plan of development. Only after those



Exxon Company, U.S. A.
Point Thomson Unit

15th Plan of Development
June 30,1998

Page 3

Agreements are in place can the Owners incorporate their information into a
shared database. A shared database is essential to produce consensus maps of
the reservoirs within the PTU. The Owners shall demonstrate the exchange of
sufficient data by September 30, 1998, to map the work contemplated by the 15t
POD or the unit will be in default. The Owners shall provide a status report to
the DO&G on or before September 30,1998, to demonstrate the progress toward
completing the first step. The Owners shall create a common technical PTU
database and consensus maps for all prospective reservoirs within the PTU by
September 30, 1999. The Owners shall present the consensus maps to DO&G
before the end of the 15thPOD. A review of the oil rim study results will also be
presented to DO&G by September 30,1998. A review of the Parson's Study may
be scheduled along with the other review meetings.

DO&G considered the criteria in 11 AAC 83.303 and finds that the 15th POD
protects the public interest. The 15hPOD is approved for the period July 1, 1998
through September 30,1999. The 16thPlan of Developmentisdue on July 2,1999,
90 days before the 15*1IPOD expires.

Sincerely, _

AN(/ICooA -A

Kenneth A. Boyd
Director

cc: BP Exploration (Alaska) Inc.
Chevron U.S.A. Inc.
Mobil Oil Corporation
Oxv U.S.A. Inc.
Phillips Petroleum Company
Arco Alaska Inc.
Thompson, Dept, of Law

C \USER\CDL\Umts\Point rhomsonvPTISPODDecision.doc
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VIA FAX (907 562-38521
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Fifteenth Plan of Further Development
and Operation

Point Thomson Unit

North Slope, Alaska

Mr. Kenneth A. Boyd, Director

Division of Oil and Gas

Alaska Department of Natural Resources
3601 "C" Street. Suite 1380

Anchorage, Alaska 99503-5948

Dear Mr. Boyd:

Exxon, as Unit Operator and on behalf of the Working Interest Owners, hereby submits
the enclosed Fifteenth Plan of Further Development an Operation (15th POD) for the
Point Thomson Unit for your review and approval.

The 15th POD contains an update on the 14th and interim PODs, as well as the Owners
work plans for the next 15 months.

Should you have any questions, please feel free to call me at 713 656-7111.

Sincerely,

JRG:rij
Enclosure

RECEIVED
JUN 22 1998

A DIVISION O f EXXON CORPORATION



POINT THOMSON UNIT

Fifteenth Plan of Further
Development and Operation
and
Update on the Fourteenth and Interim Plans
of Further Development and Operation

In accordance with all applicable regulations, attached below is the updated Fifteenth Plan of
Further Development and Operation (POD) for the Point Thomson Unit (PTU) which is
submitted by Exxon as Unit Operator and on behalfofthe Working Interest Owners ("Owners").

Overview

During the term of the 14th and Interim PODs, the Owners continued their efforts to
commercialize the PTU, with the focus on evaluating the potential of various Thomson Sand
reservoir gas development scenarios. The Owners, through their technical efforts, improved
their collective understanding of many of the complex technical challenges associated with
developing a high pressure gas reservoir in a remote location. The drilling and completion
technologies necessary to drill and produce expensive, high throw, large-bore wells at high
production rates have been examined. Additionally, detailed geologic and reservoir simulation
models have been completed to: (a) assist in the estimation of reserves and flowstreams for
numerous development scenarios, and (b) prompt the orderly development of facility design

concepts and cost estimates.

While the work accomplished pursuant to the 14th and Interim PODs has led to an increased
understanding of the Thomson Sand reservoir by the Owners, hurdles to economic development
remain; particularly, high well and facilities costs, lack of a gas market and transportation
system, and the unique technical challenges associated with high pressure gas cycling.
Consequently, development of the Thomson Sand gas is not economically justified at the present
time. However, the Owners remain committed to finding ways to overcome the technical and
commercial challenges associated with the resource in order to eventually commercialize all

hydrocarbon accumulations in the PTU area.

Additionally, three of the PTU Owners (Exxon, BP and Phillips) have worked with the State of
Alaska's North Slope Gas Commercialization Team which has recommended that changes be
made to the State's tax and royalty structure to improve the economic feasibility ofa North Slope
gas project. This work culminated in the Governor's introduction of Stranded Gas legislation
(HB 393) earlier this year. Several of the Owners testified at many legislative hearings, which
culminated in the Legislature approving HB 393. Future fiscal legislation will continue to be
monitored for applicability to PTU resource commercialization.



Update on the Fourteenth and Interim Plans of Development

DNR Undate
On April 2, 1998, the Owners presented a PTU progress update to the staff of the Alaska DNR.

The update included a report on the Thomson reservoir full-field model, an overview on Drilling
Technology, a PTU Facility Screening Study which included screening level cost estimates, the
Thomson Oil Rim and pre-Mississippian/Basement, as well as the PTU Common Database and

future PTU Work Plans.

Development Steering Committee (DSO Formation

On June 11, 1997, the Owners approved the formation of the DSC. The DSC was charged with
the coordination and development of a unit screening "tool kit" consisting of well design and
cost estimates, facilities design and cost estimates, and selection and evaluation of development

scenarios.

Fine Scale Geologic Model
A fine scale state-of-the-art 3D geologic model of the Thomson Sand encompassing

approximately 330 square miles was constructed. Consensus trend maps, generated by the Unit's
Geologic and Reservoir Modeling Committee (GRMC), were used to outline the distribution of
facies and porosity within the model. This fine scale geologic model provides the foundation for
the Thomson Sand reservoir simulation models and for the evaluation of development scenarios.

Reservoir Simulation
The reservoir simulation work was conducted by Fxxon Production Research Company under

the direction of the DSC. Initially, three reservoir simulation models were built to evaluate
exploitation of the gas resource. The final results of this study were provided to the DSC
participants on February 5, 1998. A fourth reservoir simulation model was built to evaluate

possible oil rim depletion scenarios.

Well Design and Cost Estimates
Well design evaluation was conducted by Exxon Production Research Company under the
direction of the DSC. Screening level well cost ranges were developed and reviewed by DSC

participants in March 1998.

Facilities Design and Cost Estimates

Parsons Process Group Inc. was commissioned by the DSC to conduct a study to define
"screening level" design and cost estimates for the facilities that would be required for various
Thomson Sand development scenarios. The final results of this study were provided to the DSC

pa**;c pants on September 2, 1997.

Basement Studies
A pre-Mississippian/Basement interpretation was presented to the Unit Owners, and an overview

has been presented to the staff of the Alaska DNR.



Thomson Oil Rim Studies
Geochemical analysis of the PTU-1 and C-lI cores was completed. These results have been

presented to the Unit Owners, and an overview has been presented to the staff of the Alaska
DNR. Further work may include an evaluation of the Mobil Staines River State #1 core, and if

feasible, modeling of the producibility of the oil rim.

Flaxman Fan Studies
A scoping study has been initiated to evaluate the Flaxman Sand (Brookian) accumulation. The

Owners plan to refine this model with newly acquired 3D seismic data and the results will be
incorporated into the overall Brookian studies.

Farmout Initiative
The farmout agreements from Exxon. Mobil and Phillips required Arco to commence the

acquisition of a western PTU 3D seismic survey, covering Unit Tracts 7, 8, 9, and 10, on or
before March 31, 1997. According to Arco, Northern Geophysical commenced acquisition of
the land portion of the required survey on or before March 30, and has now completed the
acquisition of this data. The survey data has been processed and a copy of the land portion has
been delivered to the Farmors. Arco conducted a proprietary presentation of the western PTU
3D seismic data with the staffofthe Alaska DNR on April 7, 1998.

Appraisal Activity
On March 13, 1997, BP and Chevron publicly announced that the Sourdough #3 Well had

confirmed the prior oil discovery made by the Sourdough #2 Well. Both of the wells are located
within the PTU. A proprietary review of Sourdough was conducted for the staff of the Alaska
DNR by BP and Chevron on April 7, 1998. Further appraisal of the Brookian play, including a
possible drillwell, is under consideration by BP and Chevron.

Fifteenth Plan of Development (15th POD)

Common Database Plans

The Owners request that the term of the 15th POD extend from July 1, 1998 through September
30, 1999. During the term of the 15th POD, the Owners will finalize trade agreements, which
will grant them access to well and seismic data. The Owners will create a common technical
PTU database and consensus maps for all prospective reservoirs within the PTU by September
30, 1999. The Owners will present the consensus maps to DNR before the end ofthe 15th POD.
Consensus mapping means an effort by all major Owners to use the shared technical data and
various individual Owner interpretations to produce unified (agreed upon), comprehensive
interpretations of each reservoir. Consensus mapping is necessary to evaluate prospectivity
within the Unit, and to ultimately support refinements ip. development planning studies and
development modeling. Measurable progress has been made to date in this regard, and plans are
in place to further this effort as indicated below:

« All major Owners in the PTU have signed a ballot agreeing to participate in a current geo-
technical boring program (Ballot 98-1).



e The DSC will soon be considering an environmental studies ballot (Ballot 98-2) to assess
potential impacts of future development plans in the PTU area.

e The DSC has agreed to conduct a pressure-volume-temperature (PVT) forum on or about
June 11, 1998 to reach consensus on PVT analysis and characterization which will be shared

among all the DSC members.

e The Owners will conduct a PTU well core party during mid to late July 1998 during which
all cores will be analyzed to help with Brookian reservoir description and modeling. All
Owners are securing necessary management approvals and are verifying the availability of all
PTU well cores.

e The Owners met on May 26 and 27, 1998, and have scheduled two additional meetings to
further discuss the common database and progress negotiations on the agreements to share
this data. The Owners are targeting to have most agreements in place by September 1, 1998.
The Owners meetings are tentatively scheduled for the week of June 22 in Houston, and
during the week of July 27 in Alaska. The Owners will update the Alaska DNR on the status
ofthe common database on or before September 30, 1998.

The draft Licensing Agreement for the northern PTU 3D surveys has been provided to all PTU
Owners by BP and Chevron. The surveys are shown on the attached plat. With the acquisition
of these surveys, as well as the reprocessed PTU 3D and the western PTU (Arco) 3D,
geophysical and geologic mapping of the Brookian reservoirs will begin during the proposed
term of the 15th POD. However, Owners' access to this data and total participation in all
Brookian mapping efforts remain a challenge, due to varied ownership in the Brookian

accumulations.

BP and Chevron have offered to include their Sourdough proprietary data into the common
database discussed above, with adequate protection and value provided for the data. This will be
discussed in more detail at the Owner meetings discussed above.

Delineation Plans

POD 15 delineation activities will be primarily focused on acquiring 3D seismic data over the
Brookian reservoirs as part of the development ofthe common technical database.

In the northern PTU/Flaxman area new 3D data has been acquired by BP and Chevron and is in
the process of being evaluated for licensing by the Owners. The data that has been acquired is
shown on the attached plat as 1997 OBC (Flaxman), 1998 West Island Corridor, and 1998
Flaxman Lagoon. This data, when processed, will be evaluated and integrated into the geologic
model discussed above. BP intends to complete its 3D coverage along the northern and eastern
portion ofthe PTU by year-end 1999 (conditions permitting). Owners have the option to acquire
a license on this data and participate in Unit studies and mapping efforts for the Brookian
reservoirs. Ofcourse, one of the Owners' challenges is that Brookian accumulations are isolated
and discrete and may not have similar ownership as that which exists within <he Thomson
reservoir. Each Owner will evaluate their particular need to acquire this data. The long-range
plan is to merge all 3D data into one updated PTU 3D survey, as directed by the consortium of

Owners.



In the western PTU area, Arco continues to evaluate its options pursuant to the recent trade
agreements with Exxon, Mobil and Phillips.

In the southern PTU area, BP and Chevron continue to study further Brookian development,
including possible plans for a drillwell in 1999. As plans develop for any drillwell, the Alaska
DNR will be kept advised. At thistime, no PTU Owner (including Arco) has a firm commitment
fora drillable well location to submit to the DNR.

Development Planning Studies

Thomson Gas Reservoir

The Owners plan to complete the remaining scoping activities associated with Phase Il of the
Thomson reservoir study. The Unit "tool kit" developed during the 14th and Interim PODs will
be used to refine gas cycling and blowdown development scenarios evaluated during Phase | of
the study. Phase Il of the Thomson Reservoir study includes optimization and high grading of
locations and the number of drill sites, varying the location and number of producers and
injectors, high grading gas offtake rate vs. facility costs and cost reduction. A PTU forum on
PVT properties will be held on or about June 11, 1998, and will be based on a foundation of
expanded PVT data sharing among the Owners. In addition, laboratory capillary pressure
measurements are planned for additional facies representation. Depending upon the results of
this effort, the Owners will undertake any additional work necessary to refine the current
screening level design and cost estimates to match the upgraded scenarios. Once this effort is
completed, Phase Ill operations, if warranted, will be progressed and could include conceptual

engineering and appraisal delineation planning.

Thomson Oil Reservoir

The Owners will perform additional geochemical analysis on core data from the Mobil Staines
River State # 1 well. Planned analysis of simulation results may result in additional investigation
of oil rim depletion scenarios. A review of the oil rim study results will be held with the DNR

by September 30, 1998, as requested.

Brookian Accumulations

The Unit Owners will work together to build or update geophysical, geological, and reservoir
models within the PTU area. Exxon as Unit Operator will coordinate the building or updating of
as many specific Brookian development models as needed, after the common technical database
is established. Consensus hydrocarbon flowrates and cost estimates will be developed to
evaluate stand-alone Brookian developments and possible Brookian/Thomson co-developments.
Assuming that the planned 3D activities occur as scheduled, the Brookian development models

could be completed as soon as the 4th Quarter of 1999.

In addition, BP and Chevron have recently conducted a geotechnical program (soil borings) to
help surface facilities and pipeline planning in the PTU area. The major Owners in the PTU
have all signed ballots agreeing to share this data and pay their share of the costs for this work.
BP and Chevron are also considering various engineering and environmental studies as well.



