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but w ill take the crude oil delivered or offered, without un-
reasonable discrimination, that the Alaska Pipeline Commission
shall, after a full hearing with due notice to the interested
parties and a proper finding of facts, determine to be reason-
able in the performance of its duties as a common carrier.

5. Interchange of Ol

Lessees agree to interchange crude oil with each
like common carrier and provide connections and facilities
for the interchange of crude oil at every locality reached
by both pipelines when the necessity exists, subject to
rates and regulations made by the appropriate State or
federal regulatory agency.

6. Books., Accounts and Records; Access to Property
and Recc is

a. Each Lessee shall maintain and preserve books,
accounts and records and make those reports that the State
may prescribe by regulation or law as necessary and appro-
priate for the purposes of administering AS 38.35. Each
Lessee shall accord at all reasonable times to the State
and its authorized agents and auditors the right of access
to its property and records, of inspection of its property,
and of examination and copying of such records.

b. Each Lessee agrees that it shall submit to the
Commissioner or the Pipeline Coordinator, on request, any
inform ation or documents or other materials which are sub-
m itted to the Secretary of the Interior or to the Authorized
O fficer under the Agreement and Grant of Right-of-Way for
the Trans-Alaska Pipeline between the United States and the
Lessees and which are relevant to the enforcement of the
rights of the State under this Lease.

7. Connections for Delivery

Lessees shall provide connections, dS determined
by the Alaska Pipeline Commission, under AS 42.06.340, to
facilities on the Pipeline subject to the Lease, both on
State Land and on other land in the State, for the purpose of
delivering crude oil to persons (including the State and its
political subdivisions) contracting for the purchase at
wholesale of crude oil transported by the Pipeline when
required by the public interest.

8. Connections for State-Owned Ol

Lessees shall, notwithstanding any other provisions,
provide connections and interchange facilities at State
expense at such places the State considers necessary, if
the State determines to take a portion of its royalty or
taxes in oil.



9. Compliance with State Laws and with Regulations
and orders of the Alaska Pipeline Commission

Lessees shall construct and operate the Pipeline in
accordance with applicable State laws and lawful regulations
and orders o.f the Alaska Pipeline Commission.

10. Damage or Destruction of Leasehold or Other
Property

Lessees shall, at their own expense, during the term
of this Lease:

a. Maintain the leasehold and Pipeline in good
repair;

b. Promptly repair or remedy any damage to the
leasehold; and

c. Promptly compensate for any damage to or
destruction of property for which the Lessees
are liable resulting from damage to or
destruction of the leasehold or Pipeline.

11. Transfer, Assignhment, or other Dispostion

a. Lessees shall not transfer, assign, or dispose
of in any manner, directly or indirectly, or by transfer of
control ofthe carrier corporation, their interest in this
Lease, any rights under this Lease or the Pipeline subiect to
this Lease to any person other than another Owner of the Pipe-
line (including Subsidiaries, Parents and A ffiliates of the
Owners), except to the extent that the Commissioner, after
consideration of the protection of the public interest (in-
cluding whether the proposed transferee is fit, willing and
able to perform the transportation or other acts proposed in
a manner that w ill reasonably protect the lives, property and
general welfare of the people of Alaska), authorizes. The
Commissioner shall not unreasonably withhold his consent to
the transfer, assignment or disposal.

b. A Lessee transferring in whole or in part its
right, title and interest in the Right-of-Wav and this Lease
shall be released from its liabilities and obligations (accrued,
contingent or otherwise) to the State under this Lease to the
extent and |lim it that the transferee assumes unconditionally
the performance and observance of each such lia bility and
obligation; provided, that if such transferee is any person
other than another Owner of the Pipeline, a Lessee and/or its
guarantor or guarantors shall be released from its and/or their
liabilities and obligations to the State under this Lease to
the extent and lim it assumed by the transferee in a transfer
authorized by the Commissioner under Subsection "a" of this
section.



12. Appointment: of Agent for Service of Process

Lessees shall file with tlie Commissioner a written
appointment of a named permanent resident of the State to be
their registered agent in the State and to receive service
of notices, regulations, decisions and orders of the Com-
missioner; if any Lessee fails to appoint an agent for service,
service may be made upon that Lessee by posting a copy in the
office of the Commissioner and filing a copy of it in the
office of the Lieutenant Governor and by mailing a copy to
the Lessee's last known address.

13. Indem nification of the State; Liabilities or
Damages Arising where there is Concurrent Use

a. Lessees shall be liable to the State for liabil-
itie s, damages or injury incurred by the State caused by the
construction, operation or maintenance of the Pipeline, and
they shall indemnify the State for these liabilities, damages
or injuries.

b. The party at fault shall be liable under the pro-
visions of Article V IIlI, Section 8, of the Alaska C onstitution
for the payment of damages for injury arising from noncompliance
with all terms and conditions governing concurrent use.

« Liability and Property Damage Insurance, Security,
UndertalcTng or Guaranty

a. Any lessee shall procure and furnish lia b ility
and property damage insurance from a company licensed to do
business in the State, or furnish other security or undertaking
upon the terms and conditions the Commissioner considers
necessary if the Commissioner finds that the net assets of
that Lessee are insufficient to protect the public from damage
for which such Lessee may be liable arising out of the con-
struction or operation of the Pipeline.

b. (i) If the Commissioner finds that the net assets
of any of the Lessees are insufficient to protect the public
from damage for which any of the Lessees may be liable arising
out of the construction or operation of the Pipeline, the Com-
missioner may require such Lessee to deliver to the Commissioner
a valid and unconditional guaranty of the full and timely pay-
ment of all liabilities and obligations of the Lessee to the
State under or in connection with this Lease.

(i) It is recognized that a proposed guarantor of
a Lessee may be a corporation (or an individual stockholder
thereof), a partnership (or an individual partner thereof),
an association that is authorized and empowered to sue and be
sued and to hold the title to property in its own name (or an



individual associate thereof), a joint stock company that is
authorized and empowered, to sue and be sued and to hold the
title to property in its own name (or any individual participant

therein), or a business trust (or any individual settlor thereof),

and may or may not directly or indirectly own a legal or bene-
ficial interest in the Lessee whose lia b ilities and obligations
are sought to be guaranteed. In the case of multiple guaran-
tors that are acceptable to the Commissioner, each shall be
severally liable for only its proportionate share of any sum
or payment covered by the guaranty.

(iii) Each guaranty shall be satisfactory to the
Commissioner in all respects including, without lim itation,
the form and substance of the guaranty, the financial capa-
bility of a proposed guarantor, the availability of such
guarantor to service of process, the availability of the assets
of such guarantor with respect to the enforcement of judgments
against the guarantor, and the number of guarantors that w ill
be necessary to guarantee all of the lia b ilities and obliga-
tions which w ill be covered by a particular guaranty; provided,
however, that the Commissioner shall not unreasonably withhold
his approval with respecr to a guaranty or guarantor.

(iv) The Commissioner shall have the right at any
time', and from time to time, to require the substitution and
delivery of a new form of guaranty in the event either that an
outstanding guaranty is held to be invalid or unenforceable,
in whole or in part, by a court of competent jurisdiction or
that the controlling law is, by statute or judicial decision,
so altered as to impair, prevent or nullify the enforcement
or exercise of any right or option of the State under an out-
standing guaranty; provided, however, that the outstanding
guaranty (to the extent of its validity or enforceability, if
any) shall continue in full force and effect with respect to
any claim, suit, accrued lia b ility or defense thereunder that
exists at the time of substitution; provided, further, that
the new form of guaranty, in each such case, shall be required
as to all Lessees that at the time of substitution have
delivered, or are required to deliver, a guaranty.

(v) Each guaranty shall be accompanied by such
certificates and opinions of legal counsel as the Commissioner
may require to establish its validity. The guaranty shall in-
clude an appointment of an agent for service of process that
is satisfactory to the Commissioner.

15. Lands Condemned under AS 38.35.130

Any interest in land acquired under the provisions
of AS 38.35.130 for the Pipeline w ill become part of the land
leased to the Lessees under this l,ease and the costs for the
acquisition thereof shall be borne by the Lessees.



16. Construction Plans and Quality Assurance

a. Lessees shall submit construction (including
design) plans, a quality assurance program, and other related
documents as required by the Pipeline Coordinator for review
and approval prior to the issuing of Notices to Proceed.

b. The quality assurance program shall be com-
prehensive and designhed to assure that the environmental
and technical stipulations in this Lease w ill be fully

complied with throughout all phases of construction, opera-
tion, maintenance and termination of the Pipeline.

cC. The following criteria shall be included in
the quality assurance program, although Lessees are not
limited to these criteria:

(i) Provide practicable and appropriate means and
procedures, including contingency plans approved
by the Pipeline Coordinator, for the prevention,
detection and prompt abatement of any actual or
potential condition that is susceptible to pre-
vention or abatement by Lessees which arises out
of, or could affect adversely, the construction,
operation, maintenance or termination of all or
any part of the Pipeline and which at any time
may cause or threaten to cause (A) a hazard to
the safety of workers or to public health or
safety (including but not limited to personal
injury or loss of life with respect to any Person
or Persons) or (B) significant harm or damage to
the environment (including but not limited to
public or private property, whether real, personal
or mixed, or areas of vegetation or timber, fish
or other wildlife populations or their habitats,
water quality, air quality or any other natural
resource).

(ii) Provide practicable and appropriate means and pro-
cedures, including contingency plans approved by
the Pipeline Coordinator, for the repair and re -
placement of substantially damaged tangible
property and the rehabilitation of substantially
damaged natural resources (including but not
limited to revegetation, restocking fish or other
w ild life populations and reestablishing their
habitats, and restoring air and water quality)
if the cause of the damage arises in connection
with, or results from, the construction, opera-
tion, maintenance or termination of all or any
part of the Pipeline.



(ii1) Provide for practicable and appropriate com-
ponent and systems quality through quality con-
trol management and planning, and inspection
and test procedures approved by the Pipeline
Coordinator.

(iv) Assure that the selection of Lessees' contrac-
tors, subcontractors, and contract purchases
of materials and services are consistent with
quality control procedures required by this
section.

(v) Determine quality performance by conducting
surveys and field inspections approved by the
Pipeline Coordinator of all the facilities
of Lessees' contractors and subcontractors.

(vi) Maintain quality determination records on all
of the above procedures to ensure data identi-
fication and retrieval approved by the Pipe-
line Coordinator.

17. Reservation of Certain Rights to the State

a. The State reserves and shall have a continuing
and reasonable right of access to any part of the lands (in-
cluding the subsurface of, and the air space above, such
lands) that are subject to this Lease, and a continuing and
reasonable right of physical entry to any part of the Pipe-
line, for inspection or monitoring purposes and for any other
purpose or reason that is reasonably consistent with any
right or obligation of the State under any law or regulation,
this Lease, or any other agreement, permit or authorization
relating in whole or in part to all or any part of the
Pipeline.

b. The right of access and entry reserved in Sub-
section "a" of this section shall extend to and be enjoyed by
any contractor of the State, any subcontractors (at any tier)
of the contractor and their respective agents and employees,
as well as such other Persons as may be designated from time
to time in writing by the Pipeline Coordinator.

c. The granting of this Lease is subject to the
express condition that the exercise of the rights and privileges
granted under this Lease w ill not unduly interfere with the

management, administration, or disposal by the State of the
land affected by this Lease, and that the Lessees agree and
consent to the occupancy and use by the State, its grantees,
permittees, or other lessees of any part of the Right-of-W av
not actually occupied or required bv the Pipeline for the full
and safe utilization of the Pipeline, for necessary operations
incident to land management, administration, or disposal.
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rights as

other uses
jacent to,

d Pursuant to AS 38.05.125, the State

follows:

"The party of the first part, Alaska, hereby
expressly saves, excepts and reserves out

of the grant hereby made, unto itse lf, its
lessees, successors, and assigns forever, all
oils, gases, coal, ores, minerals, fissionable
m aterials, and fossils of every name, kind or
description, and which may be in or upon said
lands above described, or any part thereof,
and the right to explore the same for such
oils, gases, coal, ores, minerals, fissionable
m aterials, and fossils, and it also hereby
expressly saves and reserves out of the grant
hereby made, unto itse lf, its lessees, succes-
sors, and assigns forever, the right to enter
by itself, its or their agents, attorneys, and
servants upon said lands, or any part or parts
thereof, at any and all times, for the purpose
of opening, developing, drilling, and working
mines or wells on these or other lands and
taking out and removing therefrom all such
oils, gases, coal, ores, minerals, fission-
able materials and fossils, and to that end

it further expressly reserves out of the grant
hereby made, unto itse lf, its lessees, succes-
sors, and assignhs forever, the right by its or
their agents, servants and attorneys at any
and all times to erect, construct, maintain,
and use all such buildings, machinery, roads,
pipelines, powerlines, and railroads, sink
such shafts, drill such wells, remove such
soil, and to remain on said lands or any part
thereof for the foregoing purposes and to
occupy as much of said lands as may be neces-
sary or convenient for such purposes hereby
expressly reserving to itself, its lessees,
successors, and assigns, as aforesaid, gen-
erally all rights and power in, to, and over
said land, whether herein expressed or not,
reasonably necessary or convenient to render
beneficial and e fficient the complete enjoy-
ment of the property and rights hereby ex-
pressly reserved.”

e. There is reserved to the State the
grant additional permits or easements for rights-of-way or
to third parties for compatible uses on, or ad-

the lands subject to the Right-of-W ay. Before

reserves
right to
the

State grants an additional right-of-way permit for a compat-

ible use,

the State w ill notify Lessees of its intentions

and



shall consult with Lessees before taking final action in that
regard.

f. No rights shall be exercised by the State
this section until it complies with the provisions of
AS 38.05.130.

18. Reimbursement of State Expenses

a. Lessees shall reimburse the State for all reason-
able costs incurred by the State in monitoring construction
(including but not limited to design review) and termination
of all or any part of the pipeline system. The Commissioner
shall administer this lease to reasonably assure that unneces-
sary employment of personnel and neeedless expenditure of funds
are avoided.

b. Reimbursement provided for in this section and
in Section 19 hereof shall be made for each quarter ending
on the last day of March, June, September and December.
On or before the sixtieth (60th) day after the close of
each quarter, the Commissioner shall submit to Lessees a
w ritten statement of any costs incurred by the State during
that quarter which are reimbursable. This statement may
be supplemented within sixty (60) days after the end of
a fiscal year for costs incurred in that year but by excusable
neglect not previously submitted.

C. Lessees shall have the right to conduct, at their
own expense, reasonable audits by auditors or accountants
designated by Lessees, of the books, records and documents of
the State relating to the items on any particular statement
that shall be submitted in accordance with the procedure out-
lined in Subsection "b" of this section, at the places where
such books, records and documents are usually maintained and
at reasonable times; provided, however, that written notice of
a desire to conduct such an audit must be given to the Com-
missioner (1) at least fifteen (15) days prior to such audit,
and (2) by not later than the seventy-fifth (75th) day after
the close of the quarter for which the books, records and docu-
ments are sought to be audited; and provided, further, that any
such audits shall be completed within ninety (90) days after
receipt by Lessees of the statement containing the items to be
audited.

d. Nothing herein shall require the State to main-
tain books, records or documents other than those usually main-
tained by it, provided such books, records and documents reason-
ably segregate and identify the costs for which reimbursement
is required by this section. Such books, records and documents
shall be preserved or caused to be preserved for a period of
at least two (2) years after the State submits a statement for
reimbursement based on such books, records and documents. The
auditors or accountants designated by Lessees shall have

ur



reasonable access to, and the right to copy, at their expense,
all such books, records and documents,

e. Lessees shall pay to the State the total amount
shovm on each statement by not later than the ninetieth (90th)
day following the close of the quarter to which the statement
relates; provided, however, that if any of the Lessees decide
to dispute any item of a statement for reimbursement, Lessees,
on or before the date on which the statement is due and payable,
shall give the Commissioner written notice of each item that is
disputed, accompanied by a detailed explanation of their objec-
tion, or written notice of each item to be audited, and shall
pay the State those amounts for the items that are not disputed
or are not to be audited. Lessees shall give the Commissioner
prompt written notice of the completion of the audit of all
items of a statement being audited. On a date fixed by the
Commissioner, but not more than thirty (30) days after notice of
a disputed statement or after notice of the completion of the
audit, the Commissioner and the Lessees shall meet to discuss
and attempt to resolve, all items which are disputed or which
have not been resolved by the audit. Any items resolved as being
payable to the State shall be paid within thirty (30) days after
being resolved, together with interest thereon, up to the date
of payment at a total annual percentage rate equal to the dis-
count rate of the Federal Reserve Bank for D istrict Twelve
(San Francisco) in effect on the original due date of the state-
ment.

f. In addition to the right to audit quarterly state-
ments as provided in Subsection "cM of this section, if Lessees
believe that unnecessary employment of personnel or needless
expenditure of funds has occurred or is likely to occur,
Lessees may request the approval of the Commissioner for Lessees

to conduct promptly, and at their own expense, a fu ll and
complete audit by auditors or accountants designated by Lessees,
of the books, records and documentsconcerning the matters to
be audited, at the places where thebooks, records and documents

to be audited are usually maintained and at reasonable times.
Such request shall be in writing, shall specify the matters to
be audited and shall state the information available to Lessees
upon which the request is based. The Commissioner shall approve
or deny such request promptly, and approval of anysuch request
shall not be unreasonably withheld. Any complaint which Lessees
may have as a result of such audit shall be made to the Com-
missioner and shall be governed by the procedure set forth in
Subsection "e" of this section to the extent applicable.

19. Right of the State to Perform

a. If, after thirty (30) days, or in emergencies
such shorter periods as shall not be unreasonable, following
the making of a demand therefor by the Commissioner in the
manner that is provided in Stipulation 1.6 for giving written



notices, Lessees, or the \r respective agents, emnlovees, con-
tractors or subcontractors (at any tier), shall fail or refuse
to perform any action required by this Lease or by the Pipe-
line Coordinator under this Lease, the State shall have the
right, but not the obligation, to perform any or all of such
actions at the sole expense of Lessees. Prior to delivery of
any such demand, the Pipeline Coordinator shall confer with
the Lessees, if practicable to do so, regarding the required
action or actions that are included in the demand. The Pipe-
line Coordinator shall submit to Lessees a statement of the
expenses incurred by the State during the preceding quarter
in the performance by the State of any required action and
the amount shown to be due on each such statement shall be
paid by Lessees. Lessees may dispute whether the work involved
was justified and the reasonableness of the specifications
for, and the cost of, such work.

20. Breach; Extent of Liability of Lessees
The lia b ilities and obligations of each Lessee under
this Lease are joint and several, except that the liabilities
and obligations of each Lessee are several under the following
sections:
Section 1 Grant of Right-of-W ay
2 Duration of Right-of-W ay
3 Rental
4 Common Carrier

5 Interchange of Ol

6 Books, Accounts and Records; Access
to Property and Records

7 Connections for Delivery

8 Connections for State-Owned O il

9 Compliance with State Laws and with
Regulations and Orders of the Alaska

Pipeline Commission

10 Damage or Destruction of Leasehold or
Other Property

11 Transfer, Assignment, or other Disposition

12 Appointment of Agent for Service of
Process
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13 Indemnification of the State: Liabilj-
ties or Damages Arising where there is
Concurrent Use

IN Liability and Property Damage Insurance
Security, Undertaking or Guaranty

15 Lands Condemned under AS 3835130
18 Reimbursement of State Expenses

19 Right of the State to Perform

22 Duty of Lessees to Prevent or Abate

28 Local Hire

29 Release of Right-of-Way

30 Forfeiture of Lease

31 Agreements among Lessees

35 Remedies Cumulative; Equitable R elief
39 Authority to Enter Agreements

H Binding Effect of Covenants
Stipulation |.H

Stipulation 1.10,1

Provided* however, that as to any obligation to pay money to the
State, each Lessee shall not be liable for any greater portion
thereof than the amount of the total liability multiplied times
the percentage of its undivided interest in the Right-of-W ay

at the times the lia b ility was incurred.

21. Valdez Terminal Facility

Lessees shall afford representatives of the United
States Department of the Interior full and free access at all
times to the Valdez Terminal site for the purpose of enforcing
the stipulations of the United States Department of the

Interior at the facility.
22. Duty of Lessees to Prevent or Abate

a. Lessees shall prevent or, if the procedure,
activity, event or condition already exists or has occurred,
shall abate, as completely as practicable, using the best
practicable technology available, any physical or mechanical
procedure, activity, event or condition, existing or occurring
at any time (1) that is susceptible to prevention or abatement;
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he fime r SCri ursuant to Stipulation
féé hg eltl)ne P:oordanator asplssued

No o Pro eed not subs tant |a In accord

Wlt P%lcatlon Jefor the Pipeline

Coor nato as.not acte W|th|n the prescribed

time to either |ssue or Hy the |ssu nce o

the Naotice to Proceed, suc fal ure o ac

haII be deemed.to be a refusal g Bellne
Coordlnator to issue the Notice t Procee

The ground or grounds for such an appeal
s(hgll be One or morg of the following: PP



(A) The Pipeline Coordinator has construed
the applicable Stipulations erroneously;
or

(B) The Pipeline Coordinator has imposed
arbitrary and capricious require-
ments to enforce the Stipulations; or

(C) Lessees have made a bona fide
effort to meet the requirements of the
Pipeline Coordinator, but with the best
practicable technology available, are
unable to comply; or

(D) By failing to act upon the requested
Notice to Proceed within the prescribed
time, the Pipeline Coordinator has been
unreasonable.

(iii) Each appeal under this subsection shaH be
subject to the appeal procedure set forth in Sub-
section "aM of thi3 section.

C. As to any other matter relating to construc-
tion upon which a decision of the Commissioner is required
under this Lease, 2 failure of the Commissioner to render

a decision within three (3) days after receiving a request
"for a decision from the Lessees shall constitute a denial of
that request and shall constitute the final administrative
decision of the Commissioner.

d. As to matters not covered by Subsections 'a,
"b" and "c" of this section upon which a decision of the Com-
missioner is required under this Lease, the failure of the
Commissioner to reach a decision within thirty (30) days after
receiving a request for a decision from the Lessees shall con-
stitute a denial of that request and shall constitute the final
administrative decision of the Commissioner.

26. Requests to Resume; Appeals

a. If by a temporary suspension order issued pursuant
to Section 24 of this Lease, the Pipeline Coordinator has
ordered the suspension of an activity of Lessees, Lessees may
at any time thereafter file with the Pipeline Coordinator a
request for permission to resume that activity on the ground
that the reason for the suspension no longer exists. The
request shall contain a statement, under oath, of the facts
which in Lessees' view support the propriety of resumption.

b. The Pipeline Coordinator shall render a decision,
either gran; ing or denying the request, within three (3) days
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of the date that the request was filed with him. If the Pipe-
line Coordinator does not render a decision within that tine,
the request shall be considered denied and th'E Lessees nay
appeal to the Commissioner as provided in Section 25.

27. Liability of the State

Lessees agree that neither the State nor any of its
o fficials, employees, agents or contractors shall be liable for
money damages for any loss caused to Lessees, their agents or
contractors, by reason of decisions made in respect to the
application and administration of this Lease; provided, however,
this Lease shall not be interpreted to excuse the State, its
o fficials, employees, agents or contractors from lia b ility for
damages or injuries resulting from other acts which are acts
of negligence or acts of w illful misconduct.

28. Local Hire

Lessees shall comply with all valid and applicable
laws and regulations with regard to hire of Alaska residents.
Qualified Alaska residents shall be hired as required by
AS 38.40; Lessees shall not discriminate against Alaska resi-
dents, as prohibited by AS 38.40 and other applicable and
valid laws and regulations of the State of Alaska. Al valid
and appropriate provisions of AS 38.40 are incorporated by
reference into this Lease.

29. Release of Right-of-W ay

a In connection with the relinauishment, abandor

ment or other termination before the expiration of the grant
of the Right-of-Way, of any right or interest in the Right-of-
Way, and/or in the use of all or any part of the lands subject
to the Right-of-Way, each Lessee holding such right or interest
shall promptly execute and deliver to the State, through the
Commissioner, a valid instrument of release in recordable form,
which shall be executed and acknowledged with the same form ali-
ties as a deed. The instrument of release shall contain, among
other things, appropriate recitals, a description of the pertin-
ent rights and interests, and for the benefit of the State and
its grantees or assigns, express representations and warranties
by the Lessees that they are the sole owners and holders of the
rights or interests described therein and that such rights or
interests are free and clear of all liens, equities or claims
of any kind requiring or that may require the consent of a
third party, claiming in whole or in part by, through or under
the Lessees, for the valid release or extinguishment thereof,
except for such that are owned or claimed by third parties
which have joined in the execution of the release. The form
and substantive content of each instrument of release shall be
approved by the Commissioner, but except as otherwise expressly
provided for in this subsection, in no event shall anv such
instrument operate to increase the then-existing liabilities
and obligations of the Lessees furnishing the release.



b. Each release shall be accompanied by such reso-
lutions and certifications as the Comrn.issioner may require ir.
connection with the power or the authority of the Lessees, or
of any officer or agent acting on their behalf, to execute,
acknowledge or deliver the release.

c. Neither the tender, nor the tender, approval
and acceptance, of any such release shall operate as an
estoppel or waiver of any claim or judgment against a Lessee
or as a relief or discharge, in whole or in part, of any Lessee
from any of its then-existing liabilities or obligations
(accrued, contingent or otherwise); and notwithstanding any
such tender or delivery, or any approval of the Commissioner,
if a release shall contain any provision that operates, or
that by implication might operate, to discharge or relieve , in
whole or in part, a Lessee of and fr'>m any of its liabilities
or obligations (accrued, contingent or otherwise) or that
operates or might operate as an estoppel or waiver of any claim
or judgment against a Lessee or as a covenant not to sue, such
provision shall be, and shall be deemed to be, void and of no
effect whatsoever insofar as it would have the effect of so
discharging or relieving a Lessee or operating as an estoppel,
waiver or covenant not to sue.

30. Forfeiture of Lease

Failure to begin construction of the Pipeline
within a reasonable time of the granting of this Lease for
reasons within the control of the Lessee or failure of a
Lessee of an interest in the Right-of-Way substantially to
comply with the terms of the Lease shall be grounds for for-
feiture of the Right-of-Way interest of the Lessee in an action
brought by the Commissioner in the Superior Court. Before the
commencement of an action for forfeiture of an interest in
the Right-of-Way under this section, the Commissioner shall
give the Lessee or Owner of the interest notice in writing of
the alleged default and shall not commence the proceeding
unless the Lessee of the interest has failed to initiate good
faith efforts to cure the default within 60 days of the notice
of the alleged default.

31. Agreements Among Lessees

a. The Original Lessees, and each of then, repre

and covenant with the State that they have entered into only

the following agreements, and no other agreements, written or

oral (excluding prior agreements that no longer have any force

or effect), which establish each Original Lessee's interest in

the Pipeline and each Original Lessee's relationships with the
common agent, as referred to in Stipulation 1.4, for all or any
phase of the construction, operation, maintenance and termina-

tion of the Pipeline or any part thereof:



«

(i) Agreement entitled "Trans-Alaska Pipeline System
Agreement", dated as of August 27, 1970, by and amonp.
Atlantic Pipe Line Company*, BP Pipe Line Corporation*,
Humble Pipe Line Company*, Amerada Hess Corporation,
Home Pipe Line Company, Mobil Pipe Line Company,

P hillips Petroleum Company, and Union O il Company

of California, with Exhibit "C,M entitled "Enabling
Agreement," annexed thereto;

(ii) Agreement entitled "First Supplemental Agreement,”
dated as of August 27, 1970, by the same parties;
(iii) Agreement entitled "Second Supplemental Agreement,"”
dated as of August 27, 1970, by the same parties;

(iv) Agreement entitled "Third Supplemental Agreement,"
dated as of August 27, 1970, by the same parties;

(v) Agreement entitled "Fourth Supplemental Agreement,”
dated as of August 27, 1970, by the same parties;

(vi) Agreement entitled "Fifth Supplemental Agreement,”
dated as of August 27, 1970, by the same parties;

(vii) Agreement entitled "Agreement for the Design and
Construction of the Trans-Alaska Pipeline System,"
dated as of August 27, 1970, by and among Atlantic
Pipe Line Company, BP Pipe Line Corporation, Humble
Pipe Line Company, Amerada Hess Corporation, Home
Pipe Line Company, Mobil Pipe Line Company, P hillips
Petroleum Company, Union Oil Company of California,
and Alyeska Pipeline Service Company;

(viii) Agreement entitled "Shareholders Agreement for
Alyeska Pipeline Service Company,” dated as of
August 27, 1970, by the same parties as those listed
with respect to the Agreement referred to immediately
above;

(ix) Assignment, Assumption, Release and Consent
Agreement, dated as of August 28, 1970, in connection
with the transfer by Home Pipe Line Company of all of
its rights, title and interest in the Pipeline System
and in the foregoing agreements, and as a shareholder
in and to Alyeska Pipeline Service Company;

*Note: ARCO Pipe Line Company, a Delaware corporation, represents
and covenants that it is the successor by merger to all of the
rights and obligations of Atlantic Pipe Line Company. Sohio Pipe
Line Company, a Delaware corporation, represents and covenants
that it is the successor by merger to all of the rights and obli-
gations of BP Pipe Line Corporation. Exxon Pipeline Company,

a Delaware corporation, represents and covenants that it is the
same corporation as Humble Pipe Line Company, but that its name
has been duly changed to "Exxon Pipeline Company."
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(x) Assignment, Conveyance, and Transfer Agreement,
dated December 11, JL9/3, in connection with the transfer
by Mobil Pipe Line Company to Mobil Alaska Pipeline
Company, a Delaware corporation, of all of the former
company's rights wunder all agreements relating to the
Trans-Alaska Pipeline System, to which the former
company is a party, and all real or personal property

in which the former company may have acquired an*owner-
ship interest pursuant to such agreements, and

under which Assignment, Conveyance, and Transfer Agree-

ment Mobil Alaska Pipeline Company assumes a ll undis-
charged obligations of Mobil Pipe Line Company under
any and all of the above mentioned Trans-Alaska Pipe-

line System agreements, together with certain supporting
documents, each dated December 11, 1973; and

(xi) Assignment, Conveyance, and Transfer Agreement,
dated January 8, 1974, in connection with the transfer
by Union O il Company of California to Union Alaska
Pipeline Company, a California corporation, of all of
the former company's rights under all agreements
relating to the Trans-Alaska Pipeline System to
which the former company is a party, and all real

or personal property in which the former company

may have acquired an ownership interest pursuant to
such agreements, and under which Assignment, Convey-
ance and Transfer Agreement Union Alaska Pipeline
Company assumes a Il undischarged obligations of
Union O il Company of California under any and all

of the above mentioned Trans-Alaska Pipeline System
agreements.

b. Said agreements are referred to collectively as
the "Ownership Agreements." Each affected Lessee shall deliver
promptly to the Commissioner true and correct copies of all
m odifications of the Ownership Agreements and of all instruments
superseding, supplementing, cancelling or rescinding, in whole
or in part, any one or more of the Ownership Agreements.

C. In the event Lessees execute an Operating Agree-
ment, as contemplated in Section 5.1 of the Agreement described
in Subsection "a"(i) above in this section, or any like or
similar agreement with respect to the operation, maintenance or
termination of all or any part of the Pipeline, Lessees shall
promptly provide the Commissioner with a true and complete copy
thereof, together with like copies of all modifications of, and
all agreements superseding, supplementing, cancelling or
rescinding, in whole or in part, the Operating Agreement or
any such like or similar agreement.



32. Rights of Third Parties

The parties hereto do nut intend to create any rights
under this Lease that may be enforced by third parties for
their own benefit or for the benefit of others.

33. Covenants Independent

Each covenant contained in this Lease is, and shall
be deemed to be, separate and independent of, and not depen-
dent on, any other covenant contained in this Lease.

34. Waiver not Continuing

The waiver by any party hereto of any breach of
any provision of this Lease by any other party hereto, whether
such waiver be expressed or implied, shall not be construed
to be a continuing waiver or a waiver of. or copsent to, any
subsequent or prior breach on the part of such other party,
of the same or any other provision of this Lease.

35. Remedies Cumulative; Equitable R elief

No remedy conferred by this Lease upon or reserved
to the State or the Lessees is intended to be exclusive of
any other remedy provided for by this Lease or by law, but
each shall be cumulative and shall be in addition to every
other remedy given hereunder or now or hereafter existing
in equity or at law; and the State, in a proper action
instituted by it, may seek a decree against a Lessee or
Lessees for specific performance and injunctive or other
equitable relief, as may be appropriate.

360 Section Headinps
The section headings in this Lease are for conven-
ience only, and do not purport to, and shall not be deewed to,
define, |lim it or extend the scope or intent of the section
to which they pertain.

37. Interpretation of Lease

The applicable law of the State w ill be used in
resolving questions of interpretation of the Lease.

38. Multiple Copies
This Lease shall be executed in eight (8) counter-

parts, each of which shall be an original, but all of which
shall constitute one and the same instrument.



39. Authority to Enter Agreement

Each Lessee represents and warrants to the State
that (a) it is duly authorized and empowered under the applic-
able laws of the state of its incorporation and by its charter
and by-laws to enter into and perform this Lease in accordance
with the provisions hereof; (b) its board of directors or duly
authorized executive committee has duly approved and has duly
authorized the execution, delivery and performance of this
Lease insofar as it pertains to the obligations of that Lessee;
(c) all corporate and shareholder action that may be necessary
or incidental to the approval of this Lease, and the due
execution and delivery hereof by Lessee, has been taken; and
(d) that all of the foregoing approvals, authorizations and
actions are in full force and effect at the time of the
execution and delivery hereof.

40. E xhibits; Incorporation of Certain Documents
by Reference; Other Exhibits

a. The exhibits that are attached to this
and that are listed below in this subsection are, by this
reference, incorporated into and made a part of this Lease as
if the exhibits were set forth herein in their entirety:

(i) Stipulations for the Right-of-Way Lease for
the Trans-Alaska Pipeline, being numbered 1 through
4.1', inclusive, attached hereto as Exhibit "A,"
which are sometimes referred to in this Lease as
the "Stipulations.” These provisions are included
pursuant to the provisions of AS 38.35.120(d)
which require terms and conditions that are
reasonably necessary to obligate the Lessees, to
the extent reasonably practicable, to (A) prevent
conflicts with other existing uses of the land
involving a superior public interest; (B) protect
State and private property interests; (C) prevent
any significant adverse environmental impact,
including but not limited to the erosion of the
surface of the land, and damage to fish and

w ild life and their habitat; (D) restore and re-
vegetate during the term and at termination of
this Lease; and (E) protect the interests of
individuals living in the general area of the
Right-of-Uay who rely on fish, wildlife and
biotic resources of the area for subsistence
purposes.

(ii) A reference to the application for a right-
of-way and a reference to the accompanying align -
ment maps and site location drawings for the
Pipeline attached hereto as Exhibit "B."
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(iii) A description of the State Land included
in the General Route attached hereto as E xhibit

(iv) A description of the Right-of-W ay, including
all relevant dimensions, for Related F acilities
attached hereto as Exhibit "D."

b . The exhibits that are attached to this Lease
that are listed below in this subsection are not incorporated
into, and are not intended to be made a part of, this Lease.
They are attached hereto only for inform ational purposes:

(i) Cooperative Agreement between the State

of Alaska and the United States Department of

Interior regarding the Proposed Trans-Alaska

Pipeline attached hereto as E xhibit "E."

(ii) Documents delegating certain responsibil-

ties and authority of the Commissioner of

N atural Resources to a Pipeline Coordinator

attached hereto as Exhibit "F."

41. Lease Not a Waiver of Any State Regulatory Power

This Lease and the covenants contained herein shall
not be interpreted as a lim it on the exercise by the State of
Alaska of any power conferred by valid statute or regulation
to protect the environment, health, safety, general welfare,
lives, or property of the people of the State of Alaska.

42. Binding E ffect of Covenants

The parties acknowledge that all covenants of this
Lease are required by the Commissioner. By entering into this
Lease, each Lessee is bound by such covenants to the fu ll extent
of the power of the State to impose the covenants under its
authority as owner of the land herein leased or under its
police or regulatory powers or otherwise; provided that the
rights of any or all Lessees to challenge the power of the
State to require any of these covenants as owner of the land
herein leased or under its police or regulatory powers or
otherwise is preserved until such time as action to enforce
the covenant is taken by the State. Before commencing any such
action the Commissioner shall give all Lessees written notice

of intent to enforce, and he shall not commence enforcement
proceedings unless Lessees have failed to initiate good fa it
e fforts to comply with the notice within thirty (30) days o
said notice. Compliance with any covenant or with any such
notice by any or all Lessees, shall not constitute a waiver
of its or their rights to challenge, from time to time, the
power of the State to require or to enforce the same or any
other covenant in any subsequent action to enforce taken by
the State. A judicial finding that any of these covenants

h
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unlawful or invalid shall not operate to invalidate this Lease
or any other covenant of the Lease.

IN WITNESS WHEREOF, the parties hereto have duly executed
this Lease as of the date first above written.

STATE OF ALASKA AMERADA HESS CORPORATION

By:
Commissioner, Department
of Natural Resources

yuVv
ARCO PIPE LINE COMPANY

EXXON PIPELINE COMPANY

(*RESIDENT

MOBIL ALASKA PIPELINE COMPANY

: + J. WACKER, JR. Vloe PrenC t

PHILLIPS PETROLEUM COMPANY

SOHIO PIPE LINE COMPANY

President



Alas k a Statutes

Title 31. 0il and Gas.

Chapter

05. Alaska Oil and Gas Conservation Act (88 31.05.005 — 31.05.170)
15. Common Purchasers of Oil (88 31.15.010 — 31.15.050)

30. Miscellaneous Provisions t§ 31.30.010)

ReviBor 3 note9. — The provisions of SLA 1982, and tomake other, minor word
this titlewere redrafted in 1985 to remove  changes,
personal pronouns pursuant to §4, ch. 58.

Chapter 05. Alaska Oil and Gas Conservation Act

Article

1. Administration (8831.05.005 = 31.05.080)

2. Regulation ofOperations (8831.05.090 - 31.05.120)
3. General Provisions (8831.05.150 — 31.05.170)

Revisor 3 notes. — Under sec. 5, ch. chapter, which mandates the conservation
158, SLA 1978, references in this chapter  of oil and gas and prohibits their waste,
to the Department of Natural Resources ould not be contravened by a local
have been changed to Alaska Oil and Gas

} o h coastal management plan which comports
Conservation Commission, except in AS

with the Alaska Coastal Management

31.05.026.
Opinions of attorney general. - This Program. May 12,1980. Op. Atty Gen.
Article 1. Administration.

Section Section

05. Alaska Oil and Gas Conservation 26. Relationship to Department of Natu—
Commission created ral Resources

07. Term ofoffice; vacancy; removal 27. Land subject to commission®s author—

09. Qualifications ofmembers ity

11. Quorum 30. Powers and duties ofcommission

13. Oath ofoffice 35. Confidential reports

15. Compensation of members ofthe com— 40. Regulations and orders
mission 50. Notice

17. Principal office; seal 60. Action by commission

21. Legal counsel 70. Attendance and testimony of wit—

23. Commission staff nesses

25. Conflict of interest 80. Rehearings and appeals
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831.05.005 Alaska Statutes 831.05.009

Sec. 31.05.005. Alaska Oil and Gas Conservation Commission
created, (a) There is created as an independent quasi-judicial agency
of the state the Alaska Oil and Gas Conservation Commission,
composed of three commissioners appointed by the governor and
confirmed by the legislature injoint session.

(b) The governor shall designate one member of the commission as
chairman ofthe commission. This member shall serve as chairman for
a term of four years, but may be appointed for successive terms. (§ 1
ch 158 SLA 1978)

Sec. 31.05.007. Term of office; vacancy; removal, (a) The term
°foffice ofeach member is six years. The governor ohall designatetrho
among frhe'imtred-eppobrtccs shall'serve. rcapEcfeircly for terms of tiro
years, frur-yeara and-aiwyearn. A commissioner, upon the expiration
ofa term, shall continue to hold office until a successor is appointed
and qualified.

(b) A vacancy arising in the office of a commissioner shall be filled
by appointment by the governor and confirmed by the legislature in
joint session, and an appointee selected to fill a vacancy shall hold
office for the balance of the full term for which the predecessor on the
commission was appointed.

(c) A vacancy in the commission does not impair the authority ofa
quorum of commissioners to exercise all the powers and perform all
the duties of the commission.

(d) The governor may remove a commissioner from office for cause
including but not limited to incompetence, neglect of duty or
misconduct in office. A commissioner, to be removed for cause, shall be
given a copy of the charges and afforded an opportunity to be publicly
heard in person or by counsel in the commissioner’s own defense upon
not less than 10 days’notice. Ifa commissioner is removed for cause,
the governor shall file with the lieutenant governor a complete
statement of all charges made against the commissioner and the
governor’s finding based on the charges, together with a complete
record of the proceedings. (§ 1ch 158 SLA 1978)

Sec. 31.05.009. Qualifications of members. Members shall be
qualified as follows: one member shall be a licensed professional
engineer with educational and professional background in the field of
petroleum engineering; one member shall be a geologist with educa-
tional and professional background in the field of petroleum geology;
one member need not be trained and experienced in the fields of
petroleum engineering or petroleum geology. (§ 1 ch 158 SLA 1978)
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D 31.05.010 Oil and G as §31.05.023
Sec. 31.05.010. Application. [Repealed, 84 ch 158 SLA 1978.]

Sec. 31.05.011. Quorum. Two members of the commission consti-
tute a quorum for the transaction of business, for the performance ofa
duty, or for the exercise ofa power of the commission. (§ 1ch 158 SLA
1978)

Sec. 31.05.013. Oath of office. Each commissioner, before enter-
ing upon the duties of office, shall take and subscribe to the oath
prescribed for principal officers of the state. t§ 1 ch 158 SLA 1978)

Sec. 31.05.015. Compensation of members of the commission.
Members of the commission are in the exempt service and shall
receive an annual salary. (§ 1ch 158 SLA 1978)

Sec. 31.05.017. Principal office; seal, (a) The commission shall
establish a principal office and branch offices necessary to discharge
its business efficiently. For the convenience of the public or of parties
to a proceeding the commission may hold meetings, hearings or other
proceedings at other locations.

(b) The commission shall have an official seal. (§ 1 ch 158 SLA
1978)

Sec. 31.05.020. [RenumberedasAS 31.05.095.]

Sec. 31.05.021. Legal counsel, (a) The Department of Law shall
provide full-time legal counsel to the commission. The legal counsel
provided by the Department of Law is subject to the approval of the
commission.

(b) The commission may, subject to the approval of the attorney
general, contract for the services of additional specialized legal
counsel or legal consultants. (§ 1ch 158 SLA 1978"

Sec. 31.05.023. Commission staff, (a) The commission shall em-
ploy such staff as it considers necessary to carry out its responsibili-
ties.

(b) The professional staff of the commission and the personal
secretary of each commissioner are in the exempt service under AS
39.25.110.

(c) The secretarial and clerical staff of the commission, except the
personal secretary of each commissioner, are in the classified service.

(d) In addition to its staffofregular employees, the commission may
contract for and engage the services of consultants and experts the
commission considers necessary. (§ 1ch 158 SLA 1978)
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831.05.025 Alaska Statutes 831.05.027

Sec, 31.05.025. Conflict of interest (a) Members and employees
of the commission, except clerical and secretarial staff, are subject to
AS 39.50.

(b) A member of the commission is disqualified from voting upon
any matter before the commission in which the member has a conflict
ofinterest. (§ 1ch 158 SLA 1978)

Sec. 31.05.026. Relationship to Department of Natural Re-
sources. (a) The Department of Natural Resources shall have
standing before the commission to raise all issues relating to state-
owned land without regard to the type of proprietary interest held by
the state in that land.

(b) With respect to federal land from which the state or any
subdivision of the state is entitled under federal law to receive a share
of the federal royalty interest, the Department of Natural Resources
shall have the same standing before the commission as if it were the
holder of the equivalent royalty interest.

(c) When both the Department of Natural Resources and the
commission have the authority to require, and do require, the
submission of substantially the same information from persons subject
to this chapter, the commission, in order to alleviate the adm inistra-
tive burdens placed on those persons, may by regulation enter into an
agreement with the Department of Natural Resources whereby either
the commission or the Department of Natural Resources shall have
the responsibility to collect the information lawfully required by both.

(d) For budget and audit procedures and considerations, the com-
mission shall have the same standing as any other major state agency.
Whenever practicable the commission may enter into state inter-
agency agreements concerning administrative, employee relations,
and fiscal duties.

(e) The Department of Natural Resources shall have the same
standing (no more or less) before the commission as granted by law to
any other proprietary interest. (§ 1ch 158 SLA 1978)

S«m 31.05.027. Land subject to commission’s authorit®Jfetf
authority*«L ¢he commission applies to all land in the st*JMSwfully
subject to its pofieejjovvers. It applies to land ofthejjwitea States or to
land subject to the junSdiciion of the UnitejLSttftes only to the extent
that control and supervisioit*sLgp»s”rvation of oil and gas and
prevention of waste by theU i»t6aotEte<jurits land fails to carry out
the intent and puropaeS”of this chapter/cfTidvijthenvise applies to
federal land<«e',far as an officer of the UmteitK”ates having
jurisdiptwfjor an authorized representative, shall approve'Enwi”ofthe
provisions of this chapter or orders of the commission which aFT&*

4
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§31.05.030 Oil and G as §31.05.030

Sec. 31.05.030. Powers and duties of commission, (a) The
commission has jurisdiction and authority over all persons and
property, public and private, necessary to carry out the purposes and
intent of this chapter.

(b) The commission shall investigate to determine whether or not
waste exists or is imminent, or whether or not other facts exist which
justify or require action by it.

(c) The commission shall adopt regulations and orders and take
other appropriate action to carry out the purposes of this chapter.

(d) The commission may require

(1) identification of ownership of wells, producing leases, tanks,
plants and drilling structures;

(2) the making and filing of reports, well logs, drilling logs, electric
logs, lithologic logs, directional surveys, and all other subsurface
information on a well drilled for oil or gas, or for the discovery ofoil or
gas, or for geologic information, and the required reports and
information shall be filed within 30 days after the completion,
abandonment, or suspension ofthe well;

(3) the drilling, casing and plugging of wells in a manner that will
prevent the escape of oil or gas out of one stratum into another, the
intrusion of water into an oil or gas stratum, the pollution of fresh
water supplies by oil, gas or salt water, and prevent blowouts, cavings,
seepages and fires;

(4) the furnishing of a reasonable bond with sufficient surety
conditions for the performance of the duty to plug each dry or
abandoned well or the repair of wells causing waste;

(5) the operation of wells with efficient gas-oil and water*oil ratios,
and may fix these ratios;

(6) the gauging or other measuring of oil and gas to determine the
quality and quantity ofoil and gas;

(7) every person who produces oil or gas in the state to keep and
maintain for a period of five years in the state complete and accurate
records of the quantities of oil and gas produced, which shall be
available for examination by the Department of Natural Resources or
its agents at all reasonable times;

(8) the measuring and monitoring of oil and gas pool pressures;

(9) the filing and approval ofa plan of development and operation
for a field or pool in order to prevent waste, insure a greater ultimate
recovery of oil and gas, and protect the correlative rights of persons
owning interests in the tracts ofland affected.

(e) The commission may regulate, for conservation purposes



831.05.035 Alaska Statutes 831.05.035

(1) the drilling, producing and plugging of wells;

(2) the shooting and chemical treatment of wells;

(3) the spacing of wells;

(4) the disposal of salt water, nonpotable water and oil field wastes;

(5) the contamination or waste of underground water;

(6) the quantity and rate ofthe production ofoil and gas from a well
or property; this authority shall also apply to a well or property in a
voluntary cooperative or unit plan of development or operation
entered into in accordance with AS 38.05.180(p).

(f) The commission may classify wells as oil or gas wells for
purposes material to the interpretation or enforcement of this chapter.

(9) When the commission finds sufficient likelihood of an
unexpected encounter of oil, gas, or other hazardous substance as a
result of well drilling in an area of the state, the commission may, by
regulation, designate the area and specify a depth in the area as one
in which wells or any boring into the soil in excess of the specified
depth but not otherwise s. bject to this chapter are subject to the
regulations and requirements adopted under this section. The desig-
nation of an area or specification ofa depth under this subsection does
not constitute a certification that no hazardous substance will be
encountered in another area or at a lesser depth, and the state is not
liable for any damages arising from such an unexpected encounter ofa
hazardous substance.

(h) The commission may take all actions necessary to allow the
state to acquire primary enforcement responsibility under 42 U.S.C.
300h-4 (Safe Drinking Water Act of 1974, as amended, 42 U.S.C.
300f-300j), for the control of underground injection related to the
recovery and production of oil and natural gas. (§ 4 ch 40 SLA 1955;
am § 2 ch 75 SLA 1960; am § 1ch 209 SLA 1970; am § 1ch 87 SLA
1977;am 88 1,2 ch 160 SLA 1978;am § 1ch 91 SLA 1984)

Effect of amendments. - The 1984
amendment added subsection (h).

Sec. 31.05.035. Confidential reports, (a) For all wells for which a
permit to drill has been issued by the commission since January 3,
1959, the commission may require;

(1) the making and filing of reports, well logs, drilling logs, electric
logs, lithologic logs, directional surveys, and all other subsurface
information on a well drilled for oil or gas, or for the discovery of oil or
gas, or for geologic information; and

(2) the filing of flow test information and all logs, except experi-
mental logs and velocity surveys run on a well and not required by (1)
ofthis subsection;



5.035

istes;

well
ina
ation

3 for
pter.
f an
as a
y- by
30Nne
nfied
) the
lesig-
does
1 be
s not
rofa

/
ol

) the
L955;

SLA

ich a
ry 3,

‘etric
rface
oil or

‘peri-
(1)

831.05.035 Oil amd G as 831.05.035

(3) the operator to make available for copying the digitized log
information, if it is available, on any log required to be filed under (1)
or (2) of this subsection.

(b) Reports and information required under (a)(1) and (2) of this
section shall be filed within 30 days after the completion, abandon-
ment, or suspension of a well. However, under (a)(1) of this section,
the commission may not require the making of a log on a well
completed, abandoned or suspended before June 19,1970.

(c) The reports and information required in (a) of this section shall
be kept confidential for 24 months following the 30-day filing period
unless the owner of the well gives written permission to release the
reports and information at an earlier date. If the commissioner of
natural resources finds that the required reports and information
contain significant information relating to the valuation of unleased
land in the same vicinity, the commissioner shall keep the reports and
information confidential for a reasonable time after the disposition of
all affected unleased land, unless the owner of the well gives written
permission to release the reports and information at an earlier date.
Well location, depth, status and production data and production
reports required by the commission to be filed subsequent to the 30-
day filing period shall be considered public information and shall not
be classified confidential. Production data, as used in this subsection,
means volume, gravity and gas-oil ratio ofall production of oil or gas
after the well begins regular production.

(d) Engineering, geological, and other information not required by
(@) of this section but voluntarily filed with the commission shall be
kept confidential if the person filing the information so requests.

(e) Notwithstanding (c) of this section, claims of confidentiality will
be denied for information disclosed to the commission under AS
31.05.030(h) that is required to be disclosed under 42 U.S.C. 300h-4.
(8 2 ch 209 SLA 1970; am 8 3 — 6 ch 160 SLA 1978; am § 86 ch 6
SLA 1984; am § 2ch 91 SLA 1984)

Effect of amendments. - The first sioner” for "he””’near the middle of the
1984 amendment, in the second sentence sentence.
in subsection (¢), inserted "of natural The second 1984 amendment added

resources™ and substituted "the commis— subsection «).

NOTES TO DECISIONS

Cited in Hammond v. North Slope
Borough. Sup. Ct. Op. No. 2499 (File Nos.
5550,5558), 645 P.2d 750 (1982).
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Sec. 31.05.040. Regulations and orders. (@ The commission
shall adopt regulations governing practice and procedure before it
under this chapter.

(b) All orders issued by the commission shall be in writing, shall be
entered in full and indexed in books kept by the commission for that
purpose, and shall be public records open for inspection at all times
during reasonable office hours. A copy of an order certified by the
commission, under its seal, shall be received in evidence in all courts
of the state with the same efiect as the original. (§ 9(1) and (5) ch 40
SLA 1955)

Cross references. — For administra—
tive procedures generally, see AS 44.62.

Sec. 31.05.050. Notice, (a) A notice required by this chapter shall
be given in accordance with the Administrative Procedure Act (AS
44.62).

(b) Procedures to be followed under <a) of this section do not apply if
the nature of the notice is not of a statewide or general application but
is concerned only with operations on a single well or within a single
field and the modification of procedure is within the authority
delegated to the commission under AS 31.05.030. A notice required by
this chapter shall be given by one publication in a newspaper
published in the borough in which the hearing is to be held, or if none
is published in the borough, in a newspaper published in this state
and circulating within the borough, and posted in at least one public
place within the borough, at least 10 days before the date of the
hearing. The notice shall be issued in the name of the state, shall be
signed by the commission, and shall specify the style and number of
the proceeding, the time and place of the hearing, and shall briefly
state the purpose of the proceeding. The commission may also give, or
require the giving of, additional notice in a proceeding, or class of
proceeding, which it considers necessary or desirable. (8 9(4) ch 40
SLA 1955; am § 1ch 190 SLA 1968; am § 1ch 87 SLA 1969)

Sec. 31.05.060. Action by commission, (a) The commission may
act upon its own motion, or upon the petition of an interested person.
On the filing of a petition concerning a matter within the jurisdiction
of the commission under this chapter, the commission shall promptly
fix a date for a hearing, and shall cause notice of the hearing to be
given. The hearing shall be held without undue delay after the filing
of the petition. The commission shall enter its order within 30 days
after the hearing.

(b) Except as provided in this subsection, any action by the

8
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commission under this chapter that has stev.vide or general applica-
tion shall be performed in accordance witls the Administrative
Procedure Act (AS 44.62). Any action by the commission under this

il be chapter that has application to a single well or single field need not
"that comply with the provisions of AS 44.62.330 — 44.62.630, but shall be
‘imes performed in accordance with regulations of the commission designed
y the to afford persons affected by the action notice and an opportunity to be
ourts heard. (8 9(6) ch 40 SLA 1955;am § 7 ch 160 SLA 1978)
ch 40

Collateral references. - 58 C.J.S.,

d $ Mines and Minerals, 82-12.

Sec. 31.05.070. Attendance and testimony of witnesses, (a) The
commission may summon witnesses, administer oaths, and require
the production of records, books and documents for examination at a
hearing or investigation conducted by it. A person may not be excused
. from attending and testifying, or from producing books, papers and
ply if records before the commission or a court, or from obedience to the

shall
t (AS

" bll‘t subpoena ofthe commission or a court, on the ground or for the reason
Ilng_ ¢ that the testimony or evidence, documentary or otherwise, required of
e%”bn); that person may tend to incriminate or subject that person to a

penalty or forfeiture. This section does not require a person to produce
hooks, papers or records, or to testify in response to an inquiry not
pertinent to some question lawfully before the commission or court for

state determination. A natural person is not subject to criminal prosecution
tublic or to a penalty or forfeiture for or on account of any transaction,
.f the matter or thing concerning which, in spite of objection, that person
Il be may be required to testify or produce evidence, documentary or
)_er of otherwise, before the commission or court, or in obedience to its
riefly subpoena. However, a person testifying is not exempt from prosecu-
ve, or tion and punishment for peijury committed in so testifying.
Iss of (b)  Ifaperson fails or refuses to comply with the subpoena issued by
:h 40 the commission, or refuses to testify as to any matter regarding which
($ the person may be interrogated, any court of record in the state, upon

may application of the commission, may issu_e an attachment for the person
irson. and compel that_ person to comply with the subpoena, and attend
lction before the_commlsswn an_d produpe the records, books, and docyments
nptly for examination, and give testimony. The court may punish for
to be contempt as in the case Qfd!sobedlence to a subpoena issued by the
filing court, or for refusal to testify in court. (§ 10 ch 40 SLA 1955)
days

the
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Sec. 31.05.080. Rehearings and appeals, (a Within 20 days
after written notice of the entry of an order or decision of the
commission, or such further time as the commission grants for good
cause shown, a person affected by it may file with the commission an
application for the rehearing in respect of the matter determined by
the order or decision, setting forth the respect in which the order or
decision is believed to be erroneous. The commission shall grant or
refuse the application in whole or in part within 10 days after it is
filed, and failure to act on it within this period is a refusal of it and a
final disposition of the application. If the hearing is granted, the
commission may enter a new order or decision after rehearing as may
be required under the circumstances.

ib) A party to the rehearing proceeding, dissatisfied with the
disposition of the application for rehearing, may appeal from it to the
superior court in the judicial district in which any property affected by
the decision of the commission is located, by filing a petition for the
review of the action of the commission within 20 days after the entry
ofthe order following rehearing or after the refusal ofrehearing as the
case may be. The petition shall state briefly the nature of the
proceedings before the commission and shall set out the order or
decision ofthe commission complained ofand the grounds of invalidity
of it upon which the applicant will rely. However, the questions
reviewed on appeal shall be only questions presented to the commis-
sion by the application for rehearing. Notice of appeal shall be served
upon the adverse parties and the commission in the manner provided
for the service of summons in civil proceedings. The trial upon appeal
shall be without a jury, and the transcript of proceedings before the
commission, including the evidence taken in hearings by the commis-
sion, shall be received in evidence by the court in whole or in part
upon offer by either party, subject to legal objections to evidence, in
the same manner as if the evidence was originally offered in the
superior court. The commission’s action complained of is prima facie
valid and the burden is upon the party seeking review to establish the
invalidity of the action of the commission. The court shall determine
the issues of fact and of law and shall, upon a preponderance of the
evidence introduced before the court, which may include evidence in
addition to the transcript of proceedings before the commission, and
the applicable law, enter its order either affirming or vacating the
order of the commission. Appeals may be taken from the judgment or
decision of the superior court in the same manner as provided for
appeals from any other final judgment entered by a superior court.

ic) The pendency of proceedings to review does not of itself stay or
suspend operation of the order or decision being reviewed, but during
the pendency of the proceedings, the superior court may, upon its own
motion or upon proper application ofa party, stay or suspend, in whole
or in part, operation of the order or decision pending review, on the

10
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terms the court considers just and proper and in accordance with the
rules of civil procedure. The court, as a condition to staying or
suspension of operation of an order or decision, may require that one
or more parties secure, in the form and amount as the court considers
just and proper, one or more other parties against loss or damage due
to the staying or suspension of the commission’s order or decision, if
the action of the commission is affirmed.
(d)  The rules of practice and procedure in civil cases govern the

proceedings for review and appeal to the extent they are consistent
with this chapter. (§ 11 ch 40 SLA 1955)

Re visor 3 notes. — The procedures for Cross references. — For rules of court
appeal set out in this section are super- governing appeals from administrative
seded by the rules of court. See App. R. agencies, see App. R. 601-611.

607, adopted Nov. 15.1980.

Article 2. Regulation of Operations.

Section Section
90. Permits and fees todrill wells 110. Unitization and unitized operation of
95. Waste prohibited pools and integration of interests

by agreement
120. Use ofgas from well to manufacture
pools carbon products without permit is
prima facie waste

100. Establishment of drilling units for

Sec. 31.05.090. Permits and fees to drill wells. A person desiring
to drill a well in search of oil or gas shall notify the commission of the
person’sintent on a form prescribed by the commission and shall pay a
fee 0f$100 for a permit for each well sought to be drilled. Upon receipt
of notification and fee, the commission shall promptly issue a permit
to drill, unless the drilling of the well is contrary to law or a
regulation or order of the commission, or unless the person is in
violation of a commission regulation, order or stipulation pertaining
to drilling, plugging orabandonment ofa well. The drilling ofa well is
prohibited until a permit to drill is obtained in accordance with this
chapter. (8 5ch 40 SLA 1955;am § 1ch 120 SLA 1970)

Sec. 31.05.095. Waste prohibited. The waste of oil and gas in the
state is prohibited. (§ 1ch 40 SLA 1955)

Revisor 3 notes. - Formerly AS or regulation limiting rights of surface
31.05.020. Renumbered in 1985. owner in respect of oil or gas. 67 ALR
Collateral references. — 5S C.J.S., 1346"99 ALR 1119.
Mines and Minerals. 3<234. Construction and effect of statutes regu-
Const.tut.onal.ty of statute controlling ,ali duclion ofoil or ina manner
exploitation or waste of oil and gas. 24 v b .
ALR 307* 78 ALR 834 or under conditions constituting waste. 86

Constitutionality of statute, ordinance, ALR 431.

1
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Sec. 31.05.100. Establishment of drilling units for pools, (a)
For the prevention of waste, to protect and enforce the correlative
rights of lessees in a pool, and to avoid the augmenting and
accumulation of risks arising from the drilling ofan excessive number
of wells, or the reduced recovery which might result from too small a
number of wells, the commission shall, after a hearing, establish a
drilling unit or units for each pool. The establishment ofa unit for gas
shall be limited to the production of gas.

(b) Each well permitted to be drilled on a drilling unit shall be
drilled under the rules and regulations and in accordance with the
spacing pattern as the commission prescribes for the pool in which the
well is located. Exceptions to the rules and spacing pattern may be
granted where it is shown, after notice and hearing, that the unit is
partly outside the pool, or for some other reason a well so located on
the unit would be nonproductive, or topographical conditions are such
as to make the drilling at such a location unduly burdensome. If an
exception is granted, the commission shall take such action as will
offset any advantage which the person securing the exception may
have over other producers by reason of the drilling of the well as an
exception, and so that drainage from developed units to the tract with
respect to which the exception is granted will be prevented or
minimized, and the producer of the well drilled as an exception will be
allowed to produce no more than ajust and equitable share of the ol
and gas in the pool.

(c) When two or more separately owned tracts of land are embraced
within an established drilling unit, persons owning the drilling rights
initand the right to share in the production from it may agree to pool
their interests and develop their lands as a drilling unit. Ifthe persons
do not agree to pool their interests, the commission may enter an
order pooling and integrating their interests for the development of
their lands as a drilling unit for the prevention of waste, for the
protection of correlative rights, or to avoid the drilling of unnecessary
wells. Orders effectuating such pooling shall be made after notice and
hearing, and shall be upon terms and conditions which wiM afford to
the owner of each tract the opportunity to recover or receive the
owner’sjust and equitable share of the oil and gas in the pool without
unnecessary expense. Operations incident to the drilling of a well
upon a portion ofa unit covered by a pooling order shall be considered
for all purposes to be the conduct of the operation upon each
separately owned tract in the unit by the several lessees of it. The
portion of the production allocated to the lessee of each tract included
in a drilling unit formed by a pooling order shall, when produced, be
considered as if it had been produced from the tract by a well drilled
on it Ifpooling is effectuated, the cost of development and operation of
the pooled unit chargeable by the operator to the other interested
lessee is limited to the actual and reasonable expenditures for this

12
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purpose, including a reasonable charge for supervision. As to lessees
who refuse to agree upon pooling, the order shall provide for
reimbursement for costs chargeable to each lessee out of, and only out
of, production from the unit belonging to such lessee. In the event ofa
dispute relative to the costs, the commission shall determine the
proper costs upon notice to all interested parties and hearing. Appeals
may be taken from the determination as from any other order of the
commission. If a lessee drills and operates, or pays the expense of
drilling and operating the well for the benefit of others, then in
addition to any other right conferred by the pooling order, the lessee
drilling or operating has a lien on the share of production from the
unit accruing to the interest of each of the other lessees for the
payment of the proportionate share of such expenses. All the .oil and
gas subject to the lien, or so much of the oil and gas subject to the lien
as is necessary shall be marketed and sold by the creditor, and the
proceeds applied in payment of the expenses secured by the lien, with
the balance, ifany, payable to the debtor.

(d) The commission shall, in all instances where a unit has been
formed out of lands or areas of more than one ownership, require the
operator, upon request of a lessee, but subject to the right of the
operator to market production and collect the proceeds with respect to
a lessee in default, as provided in (c) of this section, to deliver to the
lessee or assigns the lessee’s proportionate share of the production
from the well common to the drilling unit. The lessee receiving a
share shall provide at the lessee’s own expense proper receptacles for
the receipt and storage of it.

(e) If persons owning the drilling or other rights in separate tracts
embraced within a drilling unit fail to agree upon the pooling of the
tracts and the drilling of the well on the unit, and if the commission is
without authority to require pooling as provided by this section, then
subject to all other applicable provisions of this chapter, the lessee of
each tract embraced within the drilling unit may drill on the lessee’s
tract, but the allowable production from the tract shall be the
proportion of the allowable production for the full drilling unit as the
area of the separately owned tract bears to the full drilling unit. (8 6
ch 40 SLA 1955)

Cross references. — For oil and gas rights of adjoining owners as to pumping
leasing, see AS 38.05.180. oil. 5ALR 421.
Collateral references. - Respective
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Sec. 31.05.110. Unitization and unitized operation of pools
and integration of interests by agreement, (a) To prevent, or to
assist in preventing waste, to insure a greater ultimate recovery ofoil
and gas, and to protect the correlative rights of persons owning
interests in the tracts of land affected, these persons may validly
integrate their interests to provide for the unitized management,
development, and operation of such tracts of land as a unit. Where,
however, they have not agreed to integrate their interests, the
commission, upon proper petition, after notice and hearing, has
jurisdiction, power and authority, and it is its duty to make and
enforce orders and do the things necessary or proper to carry out the
purposes of this section.

(b) If upon the filing of a petition by or with the commission and
after notice and hearing, all in the form and manner and in
accordance with the procedure and requirements provided in this
section, the commission finds that (1) the unitized management,
operation and further development of a pool or portion of a pool is
reasonably necessary in order to effectively carry on pressure control,
pressure-maintenance or repressuring operations, cycling operations,
water flooding operations, or any combination of these, or any other
form of joint effort calculated to substantially increase the ultimate
recovery of oil and gas from the pool; (2) one or more of the unitized
methods of operation as applied to the pool or portion of it is feasible,
and will prevent waste and will with reasonable probability result in
the increased recovery of substantially more oil and gas from the pool
than would otherwise be recovered; (3) the estimated additional cost,
if any, of conducting such operations will not exceed the value of the
additional oil and gas so recovered; and (4) the unitization and
adoption of one or more of the unitized methods of operation is for the
common good, it shall make a finding to that effect and make an order
creating the unit and providing for the unitization and unitized
operation of the pool or portion cf it described in the order, upon the
terms and conditions, as may be shown by the evidence to be fair,
reasonable, equitable, and which are necessary or proper to protect,
safeguard and adjust the respective rights and obligations of the
several persons affected, including royalty owner, owners of overrid-
ing royalties, oil and gas payments, carried interests, mortgages, lien
claimants and others, as well as the lessees. The petition shall set out
a description of the proposed unit area with a map or plat of it
attached, shall allege the existence of the facts required to be found by
the commission as provided in this subsection and shall have attached
to it a recommended plan of unitization applicable to the proposed
unitarea and which the petitioner considers to be fair, reasonable and
equitable.

(c) The order of the commission shall define the boundary of the
area to be included within the unit area and prescribe with reasonable
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detail the plan of unitization applicable to it. Each unit and unit area
may be limited to all or a portion of a single pool. Only so much of a
pool or pools as has been defined and determined to be productive on
the basis of information available to the commission may be so
included within the unit area. A unit may be created to embrace less
than the whole of a pool only where it is shown by the evidence that
the area to be so included within the unit area is ofa size and shape as
may be reasonably required for the successful and efficient conduct of
the unitized method of operation for which the unit is created, and
that the conduct of it will have no material adverse effect upon the
remainder of the pool. The plan of unitization for each unit and unit
area shall be one suited to the needs and requirements of the
particular unit dependent upon the facts and conditions found to exist
with respect to it. In addition to other terms, provisions, conditions
and requirements found by the commission to be reasonably necessary
or proper to carry out the purpose of this chapter, and subject to the
further requirements of this section, each plan of unitization shall
contain fair, reasonable and equitable provisions for

(1) the efficient unitized management or control of the further
development and operation of the unit area for the recovery of oil and
gas from the pool affected; under such a plan the actual operations
within the unit area may be carried on in whole or in part by the unit
itself, or by one or more of the lessees within the unit area as the unit
operator subject to the supervision and direction of the unit, depen-
dent upon what is most beneficial or expedient; the designation of the
unit operator shall be by vote of the lessees in the unit in a manner
provided in the plan of unitization and not by the commission;

(2) the division of interest or formula for the apportionment and
allocation of the unit production, among and to the several separately
owned tracts within the unit area such as will reasonably permit
persons otherwise entitled to share in or benefit by the production
from such separately owned tracts to produce and receive, instead
thereof, their fair, equitable and reasonable share of the unit
production or other benefits of it; a separately owned tract’s fair,
equitable, and reasonable share of the unit production shall be
measured by the value of each such tract for oil and gas purposes and
its contributing value to the unit in relation to like values of other
tracts in the unit, taking into account acreage, the quantity of oil and
gas recoverable from it, location on the structure, its probable
productivity of oil and gas in the absence of unit operations, the
burden of operations to which the tract will or is likely to be subjected,
or so many of these factors, or such other pertinent engineering,
geological or operating factors as may be reasonably susr .ptible of
determination; "unit production” as that term is used in this chapter
means all oil and gas produced from a unit area from the effective date
ofthe order of the commission creating the unit regardless of the well
ortract within the unit area from which the same is produced;

15
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(3) the manner in which tne unit and the further development and
operation of the unit area shall or may be financed and the basis,
terms and conditions on which the cost and expense of it shall be
apportioned among and assessed against the tracts and interests made
chargeable with it, including a detailed accounting procedure govern-
ing all charges and credits incident to such operations; upon terma
and conditions as to time and rate of interest as may be fair to al.
concerned, reasonable provision shall be made in the plan of
unitization for carrying or otherwise financing lessees who are unable
to promptly meet their financial obligations in connection with the
unit;

(4) the procedure and basis upon which wells, equipment and other
properties of the several lessees within the unit area are to be taken
over and used for unit operations, including the method of arriving at
the compensation for it, or of otherwise proportionately equalizing or
adjusting the investment of the several lessees in the project as of the
effective date of unit operation;

(5) the creation of an operating committee to have general overall
management and control of the unit and the conduct of its business
and affairs and the operations carried on by it, together with the
creation or designation of other subcommittees, boards or officers to
function under the authority of the operating committee as may be
necessary, proper or convenient in the efficient management of the
unit, defining the powers and duties of all the committees, boards and
officers, and prescribing their tenure and time and method for their
selection;

(6) the time when the plan of unitization becomes effective;

(7) the time when and the conditions under which and the method
by which the unit shall or may be dissolved and its affairs wound up.

(d) [Repealed, &17ch 160 SLA 1978.]

(e) Except as otherwise expressly provided in this section, all
proceedings held under this chapter, including the filing of petitions,
the giving of notices, the conduct of hearings and other action taken
by the commission shall be in the form and manner and in accordance
with the procedure provided in AS 31.05.040 — 31.05.060. Additional
notice shall be given as the commission requires

(f) From the effective date of an order of the commission creating a
unit and prescribing the plan of unitization applicable to it, the
operation of a well producing from the pool or portion of it within the
unit area defined in the order by persons other than the unit or
persons acting under its authority or except in the manner and to the
extent provided in the plan of unitization is unlawful and is
prohibited.

(9) The obligation or liability of the lessees or other owners of the .
oil and gas rights in the several separately owned tracts for the
payment of unit expense shall at all times be several and notjoint or
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collective and in no event shall a lessee or other owner of the oil and
gas rights in the separately owned tract be chargeable with, obligated
or liable, directly or indirectly, for more than the amount apportioned,
assessed or otherwise charged to that lessee™ or owner s interest in
the separately owned tract under the plan ofunitization and then only
to the extent of the lien provided for in this chapter.

(h) Subject to such reasonable limitations as may be set out in the
plan of unitization, the unit has a first and prior lien upon the
leasehold estate and all other oil and gas rights (exclusive of a
landowners’ royalty interest) in and to each separately owned tract,
the 1interest of the owners in and to the unit production and all
equipment in the possession of the unit, to secure the payment of the
amount of the unit expense charged to and assessed against such
separately owned tract. The interest of the lessee or other persons who
by lease, contract or otherwise are obligated or responsible fcr the cost
and expense ofdeveloping and operating a separately owned tract for
oil and gas in the absence of unitization shall, however, be primarily
responsible for and charged with any assessment for unit expense
made against the tract and resort may be had to overriding royalties,
oil and gas payments, or other interests, except royalty interests,
which otherwise are not chargeable with these costs, only in the event
the owner of interest primarily responsible fails to pay the assessment
of the production to the credit thereof, or production is insufficient for
that purpose. Ifthe owner ofany royalty interest, overriding royalty,
oil or gas payment, or any other interest which under the plan of
unitization isnot primarily responsible for itpays in whole or in part
the amount of an assessment for unit expense for the purpose of
protecting such interest, or tke amount of the assessment in whole or
in part is deducted from the unit production to the credit of such
interest, the owner of it is to the extent of the payment or deduction
subrogated to all the rights of the unit with respect to the interest or
interests primarily responsible for the assessment. The landowners”’
royalty share of the unit production allocated to each separately
owned tract shall be regarded as royalty to be distributed to and
among, or the proceeds of it paid to, the landowners, free and clear of
all unit expense and free ofany lien for it

() Property rights, leases, contracts and all other rights and
obligations shall be regarded as amended and modified to the extent
necessary to conform to the provisions and requirements of this
chapter, and to any valid and applicable plan ofunitization or order of
the commission made and adopted under this chapter, but otherwise
remain in effect.

() Nothing contained in this chapter shall be construed to require a
transfer to or vesting in the unit of title to the separately owned tracts
or leases on them within the unit area, other than the right to use and

operate them to the extent set out in the plan of unitization; nor shall
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the unit be regarded as owning the unit production. The unit
production and the proceeds from the sale of it shall be owned by the
several persons towhom it is allocated under the plan of unitization.
All property, whether real or personal, which the unitmay in any way
acquire, hold or possess, shall not be acquired, held or possessed by the
unit for its own account but shall be acquired, held and possessed by
the unit for the account and as agent of the several lessees and shall
be the property of the lessees as their interests appear under the plan
of unitization, subject, however, to the right of the unit to the
possession, management, use or disposal of the same in the proper
conduct of its affairs, and subject to any lien the unitmay have on itto
secure the payment of unit expense. Neither the unit production or
proceeds of the sale of it, nor the other receipts shall be treated,
regarded, or taxed as income or profits of the unit; but instead, all
such receipts shall be the income of the several persons towhom or to
whose credit the same are payable under the plan of unitization. To
the extent the unit may receive or disburse the receipts itshall only
do so as a common administrative agent of the persons to whom the
receipts are payable.

(k) The amount of the unit production allocated to each separately
owned tract within the unit, and only that amount, regardless of the
well or wells in the unit area from which it may be produced and
regardless of whether it is more or less than the amount of the
production from the well or wells, if any, on any such separately
owned tract, shall for all intents, uses and purposes be regarded and
considered as production from the separately owned tract, and, except
as may be otherwise authorized in this chapter, or in the plan of
unitization approved by the commission, shall be distributed among or
the proceeds of it paid to the persons entitled to share 1in the
production from the separately owned tract in the same manner, in
the same proportions, and upon the same condition that they would
have participated and shared in the production or proceeds of it from
such separately owned tract had not the unit been organized, and with
the same legal effect. Ifadequate provisions are made for the receipt of
it, the share of the unit production allocated to each separately owned
tract shall be delivered in kind to the persons entitled to itby virtue of
ownership of oil and gas rights in itor by purchase from the owners
subject to the rights of the unit to withhold and sell the same in
payment of unit expense under the plan of unitization, and subject
further to the call of the unit on such portions of the gas for operating
purposes as may be provided in the plan ofunitization.

@) An agreement or plan for the development and operation of a
field or pool of oil or gas as a unit, ifapproved by the commission for
the purpose of conserving oil or gas, does not violate a statute of the
state prohibiting monopolies or acts, arrangements, agreements,
contracts, combinations or conspiracies in restraint of trade or

commerce.
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# (m) Operations carried on under and in accordance with the plan of

y the f unitization shall be regarded and considered as a fulfillment of a
compliance with all of the provisions, covenants and conditions,
express or implied, of the several oil and gas leases upon lands
included within the unit area, or other contracts pertaining to the
development of it insofar as the leases or other contracts may relate to
the pool or portion of it included in the unit area. Wells drilled or
operated on any part ofthe unit area no matter where located shall for
all purposes be regarded as wells drilled on each separately owned
tract within the unit area.

(n) Nothing in this section or in any plan of unitization shall be
construed as increasing or decreasing the implied covenants of a lease
in respect to a common source of supply or lands not included within
the unitarea ofa unit.

(0) The unit area of a unit may be enlarged to include adjoining
portions of the same pool, including the unit area ofanother unit, and
a new unit created for the unitized management, operation and
further development of the enlarged unit area, or the plan of
unitization may be otherwise amended, or the unit area contracted, all
in the same manner, upon the same conditions and subject to the same
limitations as provided with respect to the creation of a unit in the
first instance.

(p) An aliquot of unit production may be underlifted or overlifted
from a unit established under this chapter or AS 38.05.180(p) only
when it does not create waste, except the commissioner may permit
underlifting or overlifting for temporary periods for the purpose of
accommodating extraordinary disruptions to an interest owner’s
production disposal system. Underlifted oil may be recovered by an
interest owner at a daily rate not to exceed 10 percent of the owner’s
working or royalty interest share of daily production at the time of
underlift recovery. This subsection applies to all units created after
June 30,1978.

(q) This section applies to all involuntary units formed in the state.
Subsections (a) and (g) — (p) of this section apply to all voluntary
units formed in the state and to a voluntary cooperative or unit plan of
development or operation entered into in accordance with AS
38.05.180(p). (§ 7ch 40 SLA 1955; am 88 8 — 13,17 ch 160 SLA 1978;
am § 33 ch 94 SLA 1980)

Cross references. — For provisions lating to the 1978 repeal of subsection (d)
regarding oil and gas leasing, see AS (sec. 17, ch. 160, SLA 1978 - HB 815), see
38.05.180. 1978 House Journal, p. 1720.

Legislative history reports. - For Collateral references. — Operator 3or

conference committee letter of intent re— lessee 3 responsibility for production of oil
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or gas inexcess ofallowance as affected by
his ignorance of excess production or his
failure to profit thereby. 150 ALR 1149.

Sec. 31.05.120. Use of gas from well to manufacture carbon
products without permitis prima facie waste. The use ofgas from
a well producing gas only, or from a well which is primarily a gas well
for the manufacture of carbon black or similar products predomi-
nantly carbon is declared to constitute waste prima facie, and the gas
well shall not be used for this purpose unless it is clearly shown at a
public hearing held by the commission, on application of the person
desiring to use the gas, that waste would not take place by the use of
the gas for the purpose applied for, and that gas which would
otherwise be lost is now available for such purpose, and that the gas to
be used cannot be used for a more beneficial purpose, such as for light
or fuel purposes, except at prohibitive cost, and that it would be in the
public interest to grant the permit. If the commission finds that the
applicant has clearly shown a right to use the gas for the purpose
applied for, it shall issue a permit upon terms and conditions it finds
necessary in order to permit the use of the gas and at the same time
require compliance with the intent of this section. (8 8 ch 40 SLA
1955)

Secs. 31.05.130 — 31.05.140. Levy ofTax and Disposition ofFunds.
[Repealed, 82 ch247SLA 1970.]

Article 3. General Provisions.

Section Section
150. Penalties 170. Definitions
160. Injunctive relief

Sec. 31.05.150. Penalties, 'a) A person who wilfully violates,

vision of this chapter, or a regulation or order of the comp»iSsion
adop”&imnder this chapter is subject to a penalty of ncjp-rfiore than

_ . $1,000 forfes™h act of violation and for each davjfcffthe violation
(~ipl- ob continues, unlesSNsje penalty for violation is~tfferwise provided for
C/a a°d made exclusive m~hjs chapter.

(b) If a person, for the>«n)ose”e'f*'evading this chapter, or any
regulation or order of the opjm&”ion adopted under this chapter,
wilfully makes or has nxrfle a false'lj*ry in a record, account or
memorandum reqmpetfDy this chapter, orb$St~egulation or order, or
wilfully omits”®-dr causes to be omitted, from aN“mrd, account or
memorarjdtfm. full, true and correct entries as reqgbs”~d by this
chapt”"Cor by a regulation or order, or removes from the*S~te or
estroys, mutilates, alters or falsifies such record, account or me?
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1person

nnniahahlp Ffivl® fun-*iLry]t rpgro thm r —-JFRAITTOLITor by imprisonment in

:months,

© A person who knowingly aids or abets another person in the

violation of any provision of this chapter, or a regulation or order of
the commission adopted under this chapter is subject to the same
penalty as that prescribed by this chapter for the violation by the
other person.

td) The penalties provided in this section are recoverable by suit
filed by the attorney general in the name and on behalf of the
commission in the superior court of the judicial district in which the
defendant resides or in which any defendant resides, if there is more
than one defendant, or in the superior court of the judicial district in
which the violation occurs. The payment of a penalty does not relieve
a person on whom the penalty is imposed from liability to any other

person fordamages arising out of the violation.

© The commission may impose a penalty payment on every 1,000

cubic feet of natural gas flared, vented or otherwise determined to be
waste as defined in AS 31.05.170. The penalty shall be the fair market
value of the natural gas at the point of waste. (8 12 ch 40 SLA 1955;
") 656 Ot e SLA mo

Collateral references. - 58 C.J.S.
Mines and Minerals 8§241.

Sec, 31.05.160. Injunctive relief, (&) Whenever itappears that a
person 1is violating or threatening to violate any provision of this
chapter, or any regulation or order of the commission, the commission
shall bring suit against that person in the superior court of the
judicial districtwhere the violation occurs or is threatened, to restrain
the person from continuing the violation or from carrying out the
threat of violation. In the suit, the court shall have jurisdiction to
grant to the commission, without bond or otherwise undertaking, such
prohibitory and mandatory injunctions as the facts warrant.

(b) IT the commission fails to bring suit to enjoin a violation
threatened violation within 10 days after receipt ofwritten request to
do so by a person who isorwill be adversely affected by the violation,
the person making the request may bring suit to restrain the violation
or threatened violation in the court in which the commission may
bring suit. If the court finds that injunctive relief should be granted,
the commission shall be made a party and shall be substituted for the
person who brought the suit, and the injunction shall be issued as if
the commission had at all times been the plaintiff. (8 13 ch 40 SLA
1955)

21
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Sec. 31.05.170. Definitions. In this chapter, unless the context
otherwise requires

(1) "and” includes "or” and "or" includes "and”;

(2) "correlative rights” mean the opportunity afforded, so far as it is
practicable to do so, to the owner of each property in a pool to produce
without waste the owner’sjust and equitable share of the oil or gas, or
both, in the pool; being an amount, so far as can bhe practically
determined, and so far as can practicably be obtained without waste,
substantially in the proportion that the quantity of recoverable oil or
gas, or both under the property bears to the total recoverable oil or gas
or both in the pool, and for such purposes to use the owner’sjust and
equitable share ofthe reservoir energy;

(3) "commission” means the Alaska Oil and Gas Conservation
Commission;

(4) "cubic foot” ofnatural gas means the volume of gas contained in
one cubic foot of space measured at a pressure base of 14.65 pounds
per square inch absolute and a temperature base of 60 degrees
Fahrenheit;

(5) "field” means a general area which is underlain or appears to be
underlain by at least one pool, and includes the underground reservoir
containing oil or gas; and the words "pool” and "field" mean the same
thing when only one underground reservoir is involved, but "field”
unlike "pool” may relate to two or more pools;

(6) "gas” includes all natural gas and all hydrocarbons produced at
the wellhead not defined as oil;

(7) "landowner” means the owner of the subsurface estate of the
tract affected;

(8) "oil” includes crude petroleum oil and other hydrocarbons
regardless of gravity which are produced at the wellhead in liquid
form and the liquid hydrocarbons known as distillate or condensate
recovered or extracted from gas, other than gas produced in associa-
tion with oil and commonly known as casinghead gas;

(9) "owner” means the person who has the right to drill into and
produce from a pool and to appropriate the oil and gas the person
produces from a pool for that person and others;

(10) "person” includes a natural person, corporation, association,
partnership, receiver, trustee, executor, administrator, guardian,
fiduciary or other representative of any kind, and includes a depart-
ment, agency or instrumentality of the state or a governmental
subdivision of the state;

(11) "pool” means an underground reservoir containing, or appear-
ing to contain, a common accumulation of oil or gas. Each zone of a
general structure which is completely separated from any other zone
in the structure is covered by the term "pool”;

(12) "producer” means the owner of a well or wells capable of
producing oil or gas or both;
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(13) "regular production™ means continuing production of oil or gas
from a well into production facilities and transportation to market,
but does not include short term testing, evaluation, or experimental
pilot production activities that have been approved by permit or order
ofthe commission;

(14) "waste” means, in addition to itsordinary meaning, "physical
waste” and includes

(A) the inefficient, excessive, or improper use of, or unnecessary
dissipation of, reservoir energy; and the locating, spacing, drilling,
equipping, operating or producing of any oil or gas well in a manner
which resultsor tends to result in reducing the quantity ofoil or gas to
be recovered from a pool in this state under operations conducted in
accordance with good oil field engineering practices;

(B) the inefficient above-ground storage of oil; and the locating,
spacing, drilling, equipping, operating or producing of an oil or gas
well in a manner causing, or tending to cause, unnecessary or
excessive surface loss or destruction ofoil or gas;

(C) producing oil or gas in a manner causing unnecessary water
channeling or coning;

(D) the operation of an oil well with an inefficient gas-oil ratio;

(E) the drowning with water of a pool or part of a pool capable of
producing oil or gas, except insofar as and to the extent authorized by
the commission;

(F) underground waste;

(G) the creation ofunnecessary fire hazards;

(H) the release, burning, or escape into the open air of gas, from a
well producing oil or gas, except to the extent authorized by the
commission;

(1) the use of gas for the manufacture of carbon black, except as
provided in this chapter;

(J) the drilling of wells unnecessary to carry out the purpose or
intent of this chapter. (8 2 ch 40 SLA 1955; am 88 2, 3 ch 195 SLA
1968; am 88 14,15 ch 160 SLA 1978; am 8 3ch 91 SLA 1984)

Revisor®s notes. - Reorganized in Effect of amendments. - The 1984
1984 to alphabetize the defined terms. amendment inserted paragraph (13).
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476 1990 SLA CH. 168

Chapter 168

28,40_100(51) (1) “cancel" means to annul or terminate. |THE ANNULMENT OR
(1) TERMINATION) by formal action of the deparcmentA [OF] a certification,
registration, license, permit or privilege Issued or allowed under
thla title or regulations adopted under this title, because of an
error or defect In the document Issued ortheapplication for issuance
or because the person holding the documentis no longerentlcled to
Iti
Sec. 10. AS 31.05.007(a) la amended to readi
31.05.007(a) (@ The term of office of each member It six years. (THE GOVER—
NOR SHALL DESIGNATE WHO AMONG THE [INITIAL APPOINTEES SHALL SERVE
RESPECTIVELY FOR TERMS OF TWO YEARS. FOUR YEARS AND SIX YEARS.) A
commissioner, upon the expiration of a term, shalt continue to hold
office until a successor It appointed and qualified.
* Sec. Il. AS 36.30.015(e) Is amended to read:
36.30.015(e) <s (e) The boards of directors of the Alaska Railroad Corporation
<a‘) and the Alaska State Housing Authority shall adopt procedures to

govern the procurement of supplies, services, professional services,

((! and construction [BY THE CORPORATION). The procedures must be sub—
1 stantially equivalent to the procedures prescribed In this chapter and
Z) In regulations adopted under this chapter.
Z. * Sec. 12. AS 39.20.190 la amended to read:

39.20.190 m Sec.  39.20.190. DEFINITIONS. In AS 39.20.110 - 39.20.190
< [AS 39.20.110 - 39.20. 170)
2a (1) “"employee" or "state employee” means a person employed
n | by a state agencyi
(i> ) "official™ or “state official” means the appointive
A head of a state agency:
Al (3 “official travel™ means travel inside or outside the
J state on official business of the state, for which payment or

1 SCS CSHB 111(Jud) -4-



1990 SLA CH. 86 53
Chapter 86
dings froa tha Depart-
<T AS 18.70.080(a)(2)) 1
ic standards set out In 2
adopted by the Depart- J
)i Including the pro- 4
{muacd for rssidantial s
ig units, notvithstsnd- ® A ACT
rcto the Department of 1 Relating to the Alaaka 0Oil and Gaa Conaervation Conclaslon.
«70.080(a)(2)i I
nininun plunbing code | * Section 1. AS 31.05.027 la attended to read:
S 18.60.705i and b Sec. 31.05.027. LAHD SUBJECT TO COMMISSION®S AUTHORITY.  The 31.05.027
the minimum electrical t authority of the commission appllea to all land In the state lawfully
]_ aubjact to Ita police povere. Including (. IT APPLIES TO) land of the
5 of this A | United Statea and (OR TO) land subjecc to the Jurisdiction of the
-brnyin?:gc-vhe:hert fllzus(i::;; t United States (ONLY TO THE EXTENT THAT CONTROL AND SUPERVISION OF
91, meets the building I CONSERVATION OF OIL AND CAS AND PREVENTION OF VASTE BY THE UNITED
(b), enacted by sec. 2 t STATES OH ITS LAND FAILS TO CARRY OUT THE INTENT AND PURPOSES OF THIS
slloving fully apply to !- CHAPTER. AND OTHERWISE APPLIES TO FEDERAL LAND SO FAR AS AK OFFICER OF
Lta, even though those q, THE UNITED STATES KAVINC JURISDICTION. OR AN AUTHORIZED REPRESENTA—
380(a) (2)s ]. TIVE. SHALL APPROVE ANY OF THE PROVISIONS OF THIS CHAPTER OR ORDERS
or the state by 13 AAC 2) OF THE COMMISSION WHICH AFFECT LAND). The authority of Che commission
Z. further appllea to all land Included In a voluntary cooperative or
for the state by 13 AAC 2 unit plan of developoenc or operation entered Into In accordance with
73 AS 38.05.180(p>.

* Sec. 2. AS 31.05.150(a) la amended to read:
(a) A person who negligently (WILFULLY) violates a provision of 31,05,150(3)

this chapter, or a regulation or order of the consolation adopted under

chla chapter® la liable for (SUBJECT TO| a civil penalty of no (NOTI

more chan S5.000 a day (S1.0001 for each daj (ACT) of violation (AND

FOR EACH DAY THAT THE VIOLATION CONTINUES). unless Che penalty for
-1- CSHB 55(Jud) am
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Chapter 86
| violation li otherwise provided for end node exclusive In cbls chap—
7 ter.
3 * Sec. 3. AS 31.0S.150(b) Is emended to reedi
31_05_150(b) * () A (IT Al pereon who, for the purpose of evading thle chapter
ﬂ (,) or any regulation or order of the cooolaalon adopted under this
7\1 chapter, knowingly comr.lt» an act apeclfled In AS 11.66.630(a) la
n' rulltv of a claaa A nlademeanor (WILFULLY HAKES OR HAS HADE A FALSE
ENTRY IN A RECORD, ACCOUNT OR KEHORANDUM REQUIRED BY THIS CHAPTER, OR
* BY A RFCULATIOS OR ORDER, OR WILFULLY OHITS, OR CAUSES TO BE OHITTED,
i FROH A RECORD, ACCOUNT OR MEMORANDUM. FULL. TRUE AND CORRECT ENTRIES
]1 AS REQUIRED BY THIS CHAPTER, OR BY A REGULATION OR ORDER, OR REMOVES
:2 FROM THE STATE OR DESTROYS. MUTILATES, ALTERS OR FALSIFIES SUCH RE—
B CORD. ACCOUNT OR MEMORANDUM. THE PERSON IS GUILTY OF A MISDEMEANOR.
U AND UPON CONVICTION IS PUNISHABLE BY A FINE OF NOT MORE THAN S5.000,
5 OR BY IMPRISONMENT IN JAIL FOR NOT MORE THAN SIX MONTHS, OR BY BOTH].
18| * Sec. 1. AS 31.05.150 la amended by adding a new subsection to read:
31.05.150(f) n ') A perron who knowingly vlolatea a regulation or order of the
B cocnlialon la gullcy of a misdemeanor punishable by a fine of no more
19i than $5,000 a day for each day of violation.
Eff. 9/2/90 i
7
n
“mh
5]
A
n,

CSHB 55<Jud> am -2- HE00550



Sec. 38.05.036. Audit of royalty and net profit payments,
(@) The Department of Revenue shall audit reports, payments, and
payments due relating to royalty and net profits under oil and gas
contracts, agreements, or leases under this chapter.

(b) The Department of Revenue may inspect all reports and other
information filed in support of or relating to royalty and net profits
payments, whether or not that information is confidential, and shall
hold that information confidential to the extent required under oil and
gas agreements, contracts, or leases, or by this chapter or AS
43.05.230.

(c) All information obtained by the Department ofRevenue relating
to royalty and net profits payments, including information obtained
under AS 43, may be made available to the department, in the form of
summaries and, when in furtherance of the department’s royalty and
net profits functions, relevant portions of the audits. Information
made available to the department that was obtained under AS 43 is
confidential and subject to the provisions of AS 43.05.230.

(d) The Department of Revenue may conduct audits under this sec-
tion concurrently with audits or investigations under AS 43, and may
use information obtained from the department in tax audits, investi-
gations, or proceedings under AS 43.

(e) In this section, "audit” means the process of obtaining sufficient
competent evidentiary matter through inspection, observation, in-
quiry, and confirmation to afford e reasonable basis for ascertaining
the compliance by the subject of the audit with the applicable law,
regulation, lease, agreement, and contract terms; it does not include
any other actions necessary to administer this chapter pertaining to
oil and gas royalty and net profits payments, including daily account-
ing functions, certification procedures associated with those account-
ing functions, and enforcement of payments of royalties and net
profits. (8§ 2 ch 61 SLA 1980)
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Article 2. Department of Environmental Conservation.

Section
20. Powers of the department
25. Accounting and disposition of fees

Section
supply, sewage, and solid waste fa-
cilities grants

30. Water quality enhancement, water 32. Alaska clean water fund.
40. Alaska environmental plan

Collateral references. — 61A Am. birds as subject of charitable trust. 66
Jur. 2d, Pollution Control, $ 6. ALR 465.
39A CJ.S., Health and Environment, Constitutionality of reforestation or for—

&5, 9-15, 125-145. est conservation legislation. 13 ALR2d
Power of 6tat« to prohibit or restrictex— 1095.

portation of natural resources. 32 ALR Right to maintain action to enjoin pub—

331. lic nuisance as affected by existence of
Preservation or protection ofanimals or  pollution control agency. 60 ALR3d 665.

Sec. 46.03.020. Powers of the department The department may

(1) enter into contracts necessary or convenient to carry out the
functions, powers and duties of the department;

(2) review and appraise programs and activities of state depart-
ments and agencies in light of the policy set out in AS 46.03.010 for
the purpose of determining the extent to which the programs and
activities are contributing to the achievement of that policy and to
make recommendations to the departments and agencies, including
but not limited to, environmental guidelines;

(3) consult with and cooperate with

(A) officials and representatives of any nonprofit corporation or or-
ganization in the state;

(B) persons, organizations and groups, public and private, using,
served by, interested in or concerned with the environment of the
state;

(4) appear and participate in proceedings before any state or federal
regulatory agency involving or affecting the purposes of the depart-
ment;

(5) undertake studies, inquiries, surveys or analyses it may con-
sider essential to the accomplishment of the purposes of the depart-
ment; these activities may be carried out by the personnel of the
department or in cooperation with public or private agencies, includ-
ing educational, civic and research organizations, colleges, universi-
ties, institutes and foundations;

(6) at reasonable times enter and inspect with the consent of the
owner or occupier any property or premises to investigate either ac-
tual or suspected sources of pollution or contamination or to ascertain
compliance or noncompliance with a regulation which may be adopted
under AS 46.03.020 — 46.03.040; information relating to secret pro-
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cesses or methods of manufacture discovered during investigation is
confidential;

(7) conduct investigations and hold hearings and compel the atten-
dance of witnesses and the production of accounts, books and docu-
ments by the issuance of a subpoena,;

(8) advise and cooperate with municipal, regional and other local
agencies and officials in the state, to carry out the purposes of this
chapter;

(9) act as the official agency of the state in all matters affecting the
purposes of the department under federal laws now or hereafter en-
acted;

(10) adopt regulations necessary to effectuate the purposes of this
chapter, including, by way of example and not limitation, regulations
providing for

(A) control, prevention and abatement of air, water, or land or sub-
surface land pollution;

(B) safeguard standards for petroleum and natural gas pipeline con-
struction, operation, modification or alteration;

(C) protection of public water supplies by establishing minimum
drinking water standards, and standards for the construction, im-
provement, and maintenance of public water supply systems;

(D) collection and disposal of sewage and industrial waste;

(E) collection and disposal of garbage, refuse, and other discarded
solid materials from industrial, commercial, agricultural and commu-
nity activities or operations;

(P [Repealed, § 12 crn 172 SLA 1978]

(G) control of pesticides;

(H) other purposes as may be required for the implementation of
the policy declared in AS 46.03.010;

() handling, transportation, treatment, storage, and disposal of
hazardous wastes;

(11) after consultation with other state agencies and local govern-
ment officials, identify and propose for additional or deletion, by regu-
lation, other licenses, permits or authorizations for which the provi-
sions of AS 46.35 are applicable, and report annually to the legisla-
ture the permits which have been included or deleted;

>0it environmental service tees into an account iu the geul

pect the premises of sellers and suppliers of paint, vessels,

je and boating supplies, and take other actions necessary to
enforce AS 46.03.715. (8 3 ch 120 SLA 1971;am § 1ch 220 SLA 1976;
am 8§ 2ch 60SLA 1977;am § 12ch 172 SLA 1978; am 8 8 ch 93 SLA
1981; am § 86 ch 138 SLA 1986; am § 1 ch 67 SLA 1987)
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1990 SLA CH. 36

| Chapter 36
'|. under AS 47.25.120 - *7.25.300 {general relief), AS *7.25.310 - 47.-
25.(20 (aid to families with dependent <children). AS *7.25.(30 «
iji *7.25.615 (adult public assistance), and AS *7.25.975 - *7.25.990
<1 (food steeps) shall be remitted to the Department of Revenue under
al AS 37.10.050(a).

°j * Sec. 92. AS 10.15.535. 10.15.5*0i AS 1*.56.035i AS 14.57.015s AS 16.-
»! 05.053. AS 37.05.500(a)(1), 37.05.500(a)(4). 37.05.500(a)(6). AS 44.*2.025.
T]AS 44.83.195(c). and AS 46.03.020(12) and 46.03.025 are repealed.
E] * See. 93. Notwithstanding AS 37.10.050(a). as amended by sec. 1, ch.
D 138, SLA 1986, a fee charged by an agency under a regulation thatwas
II adopted before July 1, 1987, under authority of a statute chat docs not
]7 expressly authorize a charge for a service, la valid if it would have been
3F valid before the 1986 amendment of AS 37.10.050(a). The regulation and fee
14]] remain In effect, and the agencymay cliaigv for the service, until the
,5r regulation la repealed or amended by the agency.To amend Che regulation
le§j to change the fee, the agency shall meet the standard of AS 37.10.050(a) aa
1,(b amended by sec. 2 of this Act.
ey e Sec. 9*. Notwithstanding AS 37.10.050(a), as amended by sec. 2 of
:9 this Act, a fee charged under a regulation thar was adopted before the
X effective date of this Act thac establishes a fee or other charge that
Z- exceeds Che estimated actual cost to a state agency 1in administering the
[ acdvtcy or providing the service for which the fee nr charge is imposed is
-B valid if It would have been valid before the effective date of this Act.
,4i_ The regulation and fee or charge remain In effect, and the agency may
collect the fee or charge for the activity or service, until (1) thr. regu-
lation Is repealed or amended, or (2) two years after the effective date of
J?lj this Act, whichever Is snoner. If chc regulation Is amended to change the

fee or charge, AS 37.10.050(a), as amended by sec. 7 of this Act, applies

to the fee or charge.

'ESCS CSHB 85(R10 an 5 -)G- HBO083f
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6.7 Other Plans of Operation. Nothing in Section 6.2 hereof shall be deemed to prohibit Owners
from participating in any plan of operation required, approved, or permitted by any governmental
authority having jurisdiction in accordance with any valid and applicable order, rule, regulation
and/or law, and which is not inconsistent with any other provision hereof or the TAPS Agreement.

SECTION 7

O perating Procedures

1 Quality and Intermixing of Petroleum.

7.

(a) Only Petroleum will be accepted for transportation in the System. All Petroleum transported
through the System will be intermixed with other Petroleum shipments and shall be subject to such
changes in gravity, quality and other characteristics as may result from such intermixing. No person
shall be entitled to receive the identical Petroleum delivered into the System. Delivery shall be out
of the commingled stream or common stock. In order to insure that no shipper will be materially
damaged or benefited by changes in gravity, quality or other characteristics due to intermixing in the
System, each Owner will require shippers tendering it Petroleum for transportation in its undivided
interest in the System to participate in just and nondiscriminatory adjustments among all shippers
in the System for changes in gravity, quality and certain other characteristics which materially affect
the value of Petroleum transported in the System. The Owners by agreement will establish, or cause
to be established, a system for such adjustments (herein referred to as Quality Bank).

(b) Petroleum will not be accepted for transportation in the System unless (i) it is suitable
for refining or use as a fuel and contains no more than one-half of 1% (0.5%) by volume of basic
sediment and water [with the water being limited to two-tenths of 1% (0.2%)], (ii) its temperature
does not exceed 140°F, (iii) its hydrogen sulfide (H2S) content in solution does not exceed 50 parts
per million by weight, and (iv) it will not result in the calculated combined stream of Petroleum in
the System under the custody of each Owner at any given entry point in the System at any given
time exceeding ten (10) parts per million hydrogen sulfide (H2S) content in solution by weight,
or the vapor pressure of such combined stream exceeding the greater of atmospheric pressure or
14.7 psia at receipt temperature. In calculating the above specified characteristics of the combined
stream of Petroleum at any given entry point in the System under the custody of each Owner only
Petroleum delivered into the System by that Owner at the point and all points upstream shall be
considered. In no event will Petroleum be accepted for transportation in the System unless its gravity,
viscosity, pour point, vapor pressure and other characteristics are such that it is readily susceptible
to safe and efficient transportation through the System and will not materially affect the characteristics
of other Petroleum shipments for which adjustments are not or will not be available through the
Quality Bank.

(c) Before any Petroleum will be accepted for transportation through the System which is
from any producing reservoir or processing plant from which Petroleum has not previously been
accepted for transportation, the Owner to whom such Petroleum is tendered shall give the Operator
and all other Owners written notice thereof at least thirty (30) days prior to its actual acceptance.
Such notice shall include a suitable assay of the tendered Petroleum andOperator’s advice as to
the ability of the Systemto handle and transport such Petroleum safely and efficiently. During
such thirty (30) day period each Owner shall advise Operator of any objections to the acceptance
of such Petroleum solely on the basis of anticipated damage to the System or damage to the com-
mingled stream of a kind for which just and reasonable compensation cannot be obtainedthrough
the Quality Bank. If any Owner so objects, the matter shall be referred to the Owners through
the Owners Committee for resolution.

7.2 Measurements of Receipts and Deliveries of Petroleum. Operator shall ascertain and record
the quantity and quality of Petroleum received into and delivered out of the System as follows:
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(a) Quantity Measurements.

(i) Meters. Custody transfer measurement of all receipts into and deliveries out of the
System shall be by meters except in instances where meters may not be operable or
otherwise available in which case an alternate method provided for in the Oil Measurements
Manual shall be used.

(ii) Calibration of Meters. Operator shall calibrate or cause to be calibrates, in
accordance with the Oil Measurements Manual, all tanks, meters, and meter proveis to
be used in the operation of the System, and at the reasonable request of any Owner,
Operator will confirm the accuracy of existing meter prover base volumes and tank tables
used in connection with the System.

(b) Quality and Characteristic Aneb"sisS. Basic sediment and water (BS&W), temperature,
gravity, and other Petroleum quality tests shall be made by Operator in accordance with the

Oil Measurements Manual.

(c) Reporting to Owners. Operator shall report to each Owner for all Petroleum received
into and delivered out of the System for the account of such Owner on the basis of standards
set forth in the Oil Measurements Manual.

7.3 Petroleum Losses and Gains. All losses and gains of Petroleum from or in the System shall
be allocated by Operator among the Owners as hereinafter set forth:

(a) The total amount of any loss of Petroleum in the Pipeline exceeding 4,000 Barrels
occasioned by or resulting from any single identifiable event shall be allocated among all Owners
based on their Percentage of Ownership in the Pipeline at the time the loss occurs.

(b) The total amount of any loss of Petroleum in Terminal Tankage exceeding 4,000 Barrels
occasioned by or resulting from any single identifiable event shall be allocated among all
Owners in the proportion that the Petroleum in the custody of each Owner in Terminal Tankage
at the beginning of the Day on which the loss occurs bears to total Petroleum held in Terminal
Tankage at the beginning of that Day.

(c) All gains and all other losses of Petroleum in the System or extractions from Petroleum
in topping plants shall be allocated among all Owners in the proportion that the total 100 Barrel-
Mile Deliveries for each Owner’s account bears to the total of all 100 Barrel-Mile Deliveries.
Operator shall make such allocations monthly, but the cumulative net amount of such gains,
losses or extractions shall be adjusted monthly on a Ca)endar-Year-to-Date basis within a Calendar
Year.

7.4 Scheduling and Use of the System. Each Owner’s right to transport Petroleum through the
System shall be in accordance with its Percentage of Ownership in the Pipeline. No Owner may
receive into or transport through the System a Volume of Petroleum in excess of its Actual Daily
Pipeline Capacity. No Owner may deliver out of the System a Volume of Petroleum in excess of the
amount of Petroleum held in that Owner’s Working Inventory and Owner’s Base Inventory. Each
Owner shall first deliver out of the System Petroleum held in its Owner’s Working Inventory and may
thereafter deliver Petroleum held in its Owner’s Base Inventory provided:

(i) the lifting was included in the Lifting Schedule, or will not adversely affect the scheduled
lifting of any other Owner.

(ii) the lifting will not impair the minimum required inventory operating levels as determined'
by Operator.

(iii) tire lifting Owner’s Base Inventory at tire commencement of each such lifting is equal
to the Volume of Base Inventory such Owner is obligated to provide under Section 7.6 hereof.



The throughput capacity of the System will vary from time to time because of variations in the gravity,
viscosity and other characteristics of the Petroleum handled, deviations from full operability at design
rates of all System facilities including but not limited to equipment failure, unplanned shutdown and
other factors which may cause the actual throughput capacity of the System to deviate from design
capacity. In order to insure that each Owner has the opportunity to schedule and use its Actual Daily
Pipeline Capacity, Owners agree that the scheduling and use of the System shall be in accordance with
the following provisions:

(a) Scheduling and Use of the Pipeline. By notice no later than two (2) Weeks prior to
the Week of the anticipated Date of Commissioning and Weekly after such first notice, Operator
will advise each Owner of the Estimated Daily Pipeline Capacity for each Owner for the six-Week
period commencing two Weeks after the date of such notice. By notice no later than one (1) Week
prior to the commencement of such six-Week period and Weekly after such first notice, each Owner
will advise Operator of its throughput schedule for the six-Week period, commencing one Week
after the date of such notice. Any Owner may at any time revise its schedule provided that no
Owner shall schedule or deliver into the System more Petroleum than can be transported in such
Owner’s Estimated Daily Pipeline Capacity. Any Owner’s failure for any reason to use fully its
Estimated Daily Pipeline Capacity shall not thereafter entitle it to schedule or use capacity in
excess of its Estimated Daily Pipeline Capacity.

(b) Scheduling and Use of Terminal.

(i) Scheduling of Liftings and Vessels. By notice no later than one (1) Week prior
to the Week that any Owner expects to commence lifting Petroleum at the Terminal and
Weekly after such first notice, each Owner will advise Operator of the schedule of Vessels
it expects to call at the Terminal during the six-Week period commencing one (1) Week
after such notice specifying for each Vessel scheduled during the first Week of such six-
Week schedule and to the extent possible for the last five Weeks, the Volume to be lifted,
name, size, place of registry, Scheduled Arrival Day, and such other information as required
by the Port Information Manual. All Vessels scheduled by each Owner must be able to
comply, and the party responsible for its operation shall comply, with the Port Information
Manual.

(ii) Preparation of Lifting Schedule. Within twenty-four (24) hours from the time
Owners are required to provide the above Vessel and lifting schedule information, Operator
shall prepare and submit to each Owner a preliminary composite schedule of such information
together with projected daily Working Inventory for the applicable six-Week period. If there
are more proposed liftings on any Day during the first Week of such six-Week period than
can be accommodated by the Terminal and such conflicts cannot be resolved voluntarily
between the conflicting Owners, Operator shall resolve such conflicts by giving priority to
Vessels whose Scheduled Arrival Day has been included in the Lifting Schedule the longest.
If after applying the above rule there are still more such proposed liftings on any Day than
can be accommodated, Operator will resolve remaining conflicts based on the following rules:

A. when Working Inventory is projected by Operator to exceed seventy-five percent
(75%) of Working Capacity on the Day of such conflicts, Operator will give priority to
Vessels scheduling the largest lifting,

B. when Working Inventory is projected Operator to be below twenty percent (20%)
of Working Capacity on the Day of such conflicts, Operator will give priority to the
Vessels scheduled by the Owner with the highest Volume of Working Inventory,

C. when Working Inventory is projected by Operator to be between twenty percent
(20%) and seventy-five percent (75%) inclusive of Working Capacity on the Day of
such conflicts, Operator will give priority to Vessels scheduled by the Owner with the
highest percent of Owner’s Working Capacity utilization.



After resolution of all conflicts in accordance with the above rules, the Lifting Schedule then
established shall be issued to each Owner.

(iti) Revision of Lifting Schedule. Any changes may be made to the Lifting Schedule
established in 7.4(b)(ii) by any Owner upon written notice to Operator at least seven (7)
days in advance of a scheduled lifting subject to the scheduling priority rules provided for in
Section 7.4(b)(ii). Changes with less than such seven (7) days notice may be made only
in accordance with the following rules.

A. Vessel substitutions may be made at any time by notice to the Operator pro-
vided such substitution will not adversely affect any other Owner’s scheduled liftings and
the substituted Vessel complies with the Port Information Manual.

B. Any other changes and revisions may be made at any time provided,

1. the requested change or revision will not affect a lifting scheduled by any
other Owner unless such other Owner’s prior written consent is obtained, and

2. the requested change or revision will not, based on the Lifting Schedule,
result in a projected Working Inventory in excess of seventy-five percent (75%) of
Working Capacity within the next seven (7) Days or aggravate a Working Capacity
condition which is already above such inventory level.

(iv) Notice of Revised Lifting Schedule. When a revision or change is made to tire
Lifting Schedule in accordance with 7.4(b)(iii) above, the Operator will promptly notify all
the Owners of the revised Lifting Schedule and the effective date of the revision.

(c) Failure to Comply with Lifting Schedule.

(i) If a Vessel has not established an Actual Arrival Time within one (1) Day after such
Vessel’s Scheduled Arrival Day, the Owner scheduling such Vessel shah be charged (by
way of a debit to its Operating Expense account) a penalty of five cents (50) per Barrel
on ninety percent (90%) of the Volume scheduled to be lifted by such Vessel for each Day
after the expiration of the time provided for above, when, at the beginning of that Day;

A. Working Inventory exceeds seventy-five percent (75%) of Working Capacity.
and

B.  such scheduled Vessel, a substitute Vessel or any otherscheduled Vessel nomi-
nated to lift the scheduled Volume has not established an Actual Arrival Time.

(i) If a vessel which has established an Actual Arrival Time does not lift at least ninety
percent (90%) of the Volume scheduled to be lifted by such Vessel, the Owner scheduling
such Vessel shall be charged (by way of a debit to its Operating Expense account) a penalty
of five cents (50) on each Barrel less than ninety percent (90%) of the Volume scheduled to
be lifted by such Vessel which remains unlifted at the beginning of each Day after the Day
the Vessel completes its lifting, when, at the beginning of such Day;

A. Working Inventory exceeds seventy-five percent (75%) of Working Capacity,
and

B. asubstitute Vessel or any scheduled Vessel nominated tolift the unlifted Volume
has not established an Actual Arrival Time.

(iif) Any penalty charged to an Owner under (i) or (ii) above shall be allocated to the
other Owners (by way of a credit to their Operating Expense accounts) in the proportion that
each such other Owner's Working Capacity not being used by each such Owner at the begin-
ning of the Day the penalty is applied bears to the total Working Capacity not being used
by all such Owners at the beginning of that Day.

(iv) Any delays in establishing an Actual Arrival Time due to:

A. any act or omission of Operator, or
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B. any local event or condition of general application not within the control of
Operator, the Owner scheduling such Vessel or any other person responsible for the
operation or control of such Vessel

which act, event or condition does or would prevent all Vessels from establishing an Actual
Arrival Time shall be subtracted from a Vessel's Actual Arrival Time in determining the
time a Vessel would have but for such delay established an Actual Arrival Time under (i) or
(ii) above.

(v) In addition, the penalty for failure to lift ninety percent (90%) of scheduled Volume
provided for in (ii) above shall not be applied when such failure is due to

A. any act or omission of Operator, or

B. any local event or condition of general application (except mechanical equip-
ment malfunction on the Vessel) not with the control of Operator, the Owner scheduling
the Vessel or any other person responsible for the operation or control of such Vessel

which act, event or condition prevents that Vessel from lifting ninety percent (90%) of the
Vessel’s scheduled lifting.

(d) Docks.

(i) Assignment of Dock Space. Vessels shall be assigned dock space by Operator in
the order of Actual Arrival Time. Provided, however, that Vessels establishing an Actual
Arrival Time more than one Day prior to their Scheduled Arrival Day shall be assigned dock
space by Operator earlier than one Day prior to their Scheduled Arrival Day only if such
earlier assignment will not interfere with the docking of Vessels establishing an Actual
Arrival Time on or one Day prior to their Scheduled Arrival Day. Each Vessel shall dock
when and as instructed by Operator. If any Vessel is unable to dock when instructed,
Operator shall dock the next Vessels waiting to be docked based on the order of dock assign-
ment until the Vessel that was unable to dock is able to dock.

(ii) Lifting Time. After a Vessel has been docked, it shall be allowed twenty-four (24)
hours from the time that Operator gives notice of readiness to commence either loading or
deballasting within which to complete its lifting and to release its last line from a mooring
point at the dock. If any Vessel fails to release its last mooring line before a specified
departure time contained in a notice from Operator (which specified departure time shall
not be earlier than the end of such twenty-four (24) hour period, nor earlier than four (4)
hours after Operator transmits such notice to the Vessel), the Owner scheduling such Vessel
shall thereafter pay a penalty of Two Thousand Dollars ($2,000) for each hour or part
thereof such Vessel remains at the dock, while such dock is required to load another Vessel
which has established an Actual Arrival Time. The Operating Expense account of the Owner
incurring the penalty shall be debited with the full amount of any such penalty and the
Operating Expense accounts of all other Owners shall be credited with a pro rata share of
such penalty prorated on the basis of the Percentages of Ownership of the Pipeline of such

other Owners.
Any delay due to:
A. any act or omission of Operator, or

B. a local event or condition of general application (except mechanical equipment,
malfunction on the Vessel) not within the control of Operator, the Owner scheduling
the Vessel or any other person responsible for the operation or control of such Vessel

which act, event or condition prevents the Vessel from vacating the docks shall be added to
the time until a Vessel is required to vacate the deck.



(e) Working Capacity. If, at the beginning of any Day, Working Inventory equals or
exceeds seventy-five percent (75%) of Working Capacity and any Owner’s Working Inventory is
in excess of such Owner’s Working Capacity, such Owner shall be charged a penalty of Twenty
Cents (200) per Day per Barrel for each Barrel in such Owner’s Working Inventory in excess
of such Owner's Working Capacity. The Operating Expense account of the Owner incurring
the penalty shall be debited with the full amount of any such penalty and the Operating Expense
accounts of the other Owners shall be credited with an amount determined by multiplying the
total amount of the penalty for any Day by a percentage determined for each Owner by dividing
the amount of that Owner’s Working Capacity at the beginning of that Day not being used by
it by the aggregate of all Owner’s Working Capacity at the beginning of that Day not being used
by its Owner. In calculating the penalty under this Section 7.4(e), the number of excess Barrels
at the beginning of any Day shall be reduced by

(i) the number of Barrels scheduled to be lifted by a Vessel which has established an

Actual Arrival Time at the beginning of any Day the penalty is applied but is unable to

dock because the passage through Prince William Sound or Valdez Ann is closed to shipping

due to an event or condition not within the control of the Owner incurring the penalty,
and

(ii) the number of Barrels scheduled to be lifted by a Vessel which has docked but is
unable to lift at the beginning of any Day due to any act or omission of Operator or due to
any local event or condition of general application not within the control of Operator, the
Owner scheduling such Vessel or any person responsible for the operation or control of
such Vessel which does or would prevent all Vessels from loading.

7.5 Manuals. Owners will arrange for the preparation of all manuals referredto in thisOper-
ating Agreement and such other manuals as are required for the safe and efficient operation of the
System, or the administration of this Operating Agreement or which are required by any applicable
law, regulation or agreement. Any such manuals or changes thereto shall be approved by the Owners
through the Owners Committee. If there are any conflicts between the provisions of such manuals
and the terms of this Operating Agreement, this Operating Agreement shall control.

7.6 Base Inventory. Each Owner shall provide or cause to be provided a Volume of Petroleum
for Pipeline Base Inventory as required to begin and maintain the operation of the System equivalent
to its Percentage of Ownership in the Pipeline multiplied by the total Volume of Petroleum required
for Pipeline Base Inventory. Each Owner shall also provide or cause to be provided a Volume of
Petroleum for Terminal Tankage Base Inventory as required to begin and maintain the operation of
the System equivalent to its Percentage of Ownership in the Terminal Tankage multiplied by the
total Volume of Petroleum required for Terminal Tankage Base Inventory. Operator shall give
written notice to each Owner specifying the time or times after such notice that each Owner will be
required to provide its share of Base Inventory required to commence operations. Subject to the
lifting of Base Inventory as provided in Section 7.4 each Owner shall provide Base Inventory required
to maintain its share when and as requested by Operator. If any Owner fails to provide its share of
Base Inventory when and as requested by Operator, Operator may acquire thesameand charge the
cost thereof to the account of such Owner. ”

7.7 Transfers of Petroleum Within the System. Except as may result from a sale, transfer or
assignment of an Owners interest in the System covered in Section 13 hereof, no Owner shall transfer
its custodial responsibility for Petroleum within the System. Operator shall only account for transfers
of Petroleum as a ticket transaction at receipt and delivery points.

7.S Connections to the Pipeline. All connections made to the Pipeline shall be owned by the
Owners in accordance with their Pciccntages of Ownership in the Pipeline. Connections shall be
made to the Pipeline in accordance with all applicable laws and regulations and in accordance with
standards and procedures which may be adopted by the Owners through the Owners Committee
from time to time for the safe and efficient operation of the Pipeline.
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FIRST AMENDMENT
TO
AGREEMENT FOR THE
OPERATION AND MAINTENANCE OF
THE TRANS ALASKA PIPELINE SYSTEM

THIS FIRST AMENDMENT to the Agreement for the Operation and
Maintenance of the Trans Alaska Pipeline System, entered into

as of September 1, 1978 by and among Amerada Hess Pipeline
Corporation, a Delaware corporation, ARCO Pipe Line Company,

a Delaware corporation, BP Pipelines Inc., a Delaware corporation,
Exxon Pipeline Company, a Delaware corporation, Mobil Alaska
Pipeline Corporation, a Delaware corporation, Phillips Alaska
Pipeline Corporation, a Delaware corporation, Sohio Pipe Line
Company, a Delaware corporation, and Union Alaska Pipeline
Company, a California cjrporation, herein called ™wners":

IfFI TNESSETH

WHEREAS Owners or their predecessors in interest in the
Trans Alaska Pipeline System entered into that certain agreement
entitled "Agreement for the Operation and Maintenance of the
Trans Alaska Pipeline System™ as of May 20, 1977, which said
agreement governs the operation and maintenance of the Trans
Alaska Pipeline System and the employment of an operator to
perform on behalf of Owners certain services related to operating
and maintaining the said System, and

WHEREAS Owners now desire to amend the said Agreement as
provided hereinbelow:

NOW THEREFORE, in consideration of the mutual covenants
herein contained and other good and valuable consideration,
Owners hereby agree and covenant as follows:

1. Subparagraph (ii) of Paragraph (b) of Section 7.1
of the said Agreement for Operation and Maintenance
of the Trans Alaska Pipeline System be and 1is
hereby amended to read "(ii) its temperature does
not exceed 142< F,".

2. In all other respects, the said Agreement for
Operation and Maintenance of the Trans Alaska
Pipeline System shall remain in full force and

effect.

3. This First Amendment to the Agreement for Operation
and Maintenance of the Trans Alaska Pipeline System
may be executed 1in counterparts, each of which shall



SECOND AMENDMENT
TO z
AGREEMENT FOR THE
OPERATION AND MAINTENANCE OF
THE TRANS ALASKA PIPELINE SYSTEM

THIS SECOND AMENDMENT to the Agreement for the Operation and
Maintenance of the Trans Alaska Pipeline System, entered into as of
January 2, 1979 by and among Amerada Hess Pipeline Corporation, a
Delaware-corporation, ARCO Pipe-Line Company, a Delaware corporation,
BP Pipelines Inc., a Delaware corporation, Exxon Pipeline Company, a
Delaware corporation, Mobil Alaska Pipeline Company, a Delaware
corporation,”Phillips AlaskaPipeline Corporation, a.Delaware
corporation, Sohio Pipe Line Company, a Delaware corporation, and
Union Alaska Pipeline Company, a California corporation, herein called

"Owners":

e eeeeaaaaan WI1TNESSETH

_ e - _WHEREAS "Owners or their predecessors in.Interest in the Trans
Alaska Pipeline-System entered into that certain agreement-entitled
"Agreement for the Operation and Maintenance of the Trans Alaska E
Pipeline System"” as of May 20, 1977, which said agreement®governs

the operation and maintenance of the Trans Alaska Pipeline System and
the employment..of an operator to-perform on behalf of. Owners certain
services related to operating and maintaining the said System, and

WHEREAS said Agreement was heretofore amended by the provisions
of the First Amendment thereto entered into by Owners as of August 1,

1978, and

WHEREAS Owners now desire to amend further the said Agreement as

provided hereinbelow; ..... . .= . -

* V.

NOW THEREFORE, 1in consideration of the mutual covenants-herein
contained and other good and valuable consideration, Owners hereby
agree and covenant as follows:

1, Subparagraph (ii) of Paragraph (b) of Section 7.1 of
the said Agreement for Operation and Maintenance of
the Trans Alaska Pipeline System be and is hereby

amended to read:

(i) its temperature does not exceed 142< F,
G_- n - provided that petroleum may be accepted for
transportation at any point in the System at
a temperature in excess of 142< F but only
under such circumstances and during such times
as Operator hereunder determines, with approval
of the Owners acting through the Owners Committee
under Section 4.2 hereof, will not result in
violation of any design or operating requirement
for the System at any point in the System or
result in inequities or discrimination as between

Owners or shippers,



FIFTH AMENDMENT
TO
AGREEMENT FOR THE
OPERATION AND MAINTENANCE OF
THE TRANS ALASKA PIPELINE SYSTEM

THIS FIFTH AMENDMENT bo the Agreement for the Operation and
Maintenance of the Trans Alaska Pipeline System, entered into as
of the 15th day of April, 1982, by and among Amerada Hess Pipeline
Corporation, a Delaware corporation, ARCO Pipe Line Company, a
Delaware corporation, BP Pipelines Inc., a Delaware corporation,
Exxon Pipeline Company, a Delaware corporation, Mobil Alaska
Pipeline Company, a Delaware corporation, Phillips Alaska Pipeline
Corporation, a Delaware corporation, Sohio Pipe Line Company, a
Delaware corporation, and Union Alaska Pipeline Company, a
California corporation, herein called "Owners";

WITNESSETH:

WHEREAS Owners or their predecessors in interest in the e
Trans Alaska Pipeline System entered into that certain agreement
entitled "Agreement for the Operation and Maintenance of the
Trans Alaska Pipeline System™ as of May 20, 1977, (which said
agreement, as amended, 1is herein called "Agreement™) which
governs the operation and maintenance of the Trans Alaska
Pipeline System and the employment of an operator to perform on
behalf of Owners certain services related to operating and
maintaining the said System, and

~ WHEREAS s"did- A"greement~was“heretofore-amended-by-the----—--—-—-
provisions of the First, Second, Third and Fourth Amendments
thereto entered into among the Owners as of September 1, 1978,
January 2, 1979, July 1, 1080 and September 1, 1980,
respectively, and

WHEREAS Owners now desire to amend further the said
Agreement as provided herein below;

NOW, THEREFORE, 1in consideration of the mutual covenants
herein contained and other good and valuable consideration,
Owners hereby agree and covenant that the Agreement shall be and
hereby 1is amended as follows:

A new Subsection 7.9 shall be added to Section 7 to read:

7.9 Operation of Standby Pumping Units. Standby pumping
units may be operated from time to time 1in the discretion of the
Operator. In the event Owners, or any of them, construct
facilities qualifying as an Expansion or Substage, as those



Fifth Amendment to

Agreement for the Operation
and Maintenance of the

Trans Alaska Pipeline Systenm
Page Two

terms are used in the TAPS Agreement, and if the use of standby
pumps as hereinabove authorized without the use of a drag
reducing agent adds an increment of Design Capacity to that
achieved by the defined Expansion facilities, the Design Capacity
of the System shall 1include such increment attained by operating

standby pumps.

IN TESTIMONY WHEREOFf this Fifth Amendment to the Agreement
for the Operation and Maintenance of the Trans Alaska Pipeline
System is executed by Owners 1in counterparts, each of which
shall be considered an original, effective as of the day and
date first appearing above. n

AMERADA HESS PIPELINE MOBIL ALASKA PIPELINE COMPANY
CORPORATION

By. By.

ARCO PIPE LINE COMPANY PHILLIPS ALASKA PIPELINE
CORPORATION

-SyEE

BP PIPELINES INC. SOHIO PIPE LINE COMPANY

By.

EXXON PIPELINE COMPANY UNION ALASKA PIPELINE COMPANY
a® By vl By

AK



WHEREAS said Agreement was heretofore amended by the
provisions of the First, Second, Third, Fourth, Fifth, Sixth
and Seventh Amendments thereto entered into among the Owners
as of September 1, 1978, January 2, 1979, July 1, 1980,
September 1, 1980, April 15, 1982, September 18, 1982 and

August 1, 1983, respectively, and

WHEREAS Owners now desire to amend further the said

Agreement as provided herein below;

NOW, THEREFORE, 1in consideration of the mutual covenants
herein contained and other good and valuable consideration,
Owners hereby agree and covenant that the Agreement shall be and

hereby 1is amended as follows:

1. The first sentence of Paragraph (©b) of Subsection 7.1 is

hereby amended to read:

(b) Petroleum will not be accepted for transportation in
the System unless (i) it is suitable for refining or use as a
fuel and contains no more than thirty-five one hundreths of 1%
(0.35%) by volume of basic sediment and water, (ii) its temperature
does not exceed 142< F, provided that petroleum may be accepted
for transportation at any point in the System at a temperature
in excess of 142< F but only under such circumstances and during

such times as Operator hereunder determines, with approval of the



Owners acting through the Owners Committee under Section 4.2
hereof, will not result in violation of any design or operating
requirement for the System at any point in the System or result
in inequities or discrimination as between Owners or shippers,
(ii1) 1ts hydrogen sulfide (H2S) content in solution does not
exceed 50 parts per million by weight, and (v) it will not
result in the calculated combined stream of Petroleum in the
System under the custody of each Owner at any given entry point
in the System at any given time exceeding ten (10) parts per
million hydrogen sulfide (H"S) content in solution by weight

or the vapor pressure of such combined stream exceeding the

greater of atmospheric pressure or 14.7 psia at receipt

temperature.

IN TESTIMONY WHEREOF, this Eighth Amendment to the
Agreement for the Operation and Maintenance of the Trans
Alaska Pipeline System is executed by Owners in counterparts,
each of which shall be considered an original, effective as

of the day and date first appearing above.

AMERADA HESS PIPELINE MOBIL
CORPORATION

By
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STATE OF ALASKA,

BEFORE THE STATE OF ALASKA

DEPARTMENT OF

ENVIRONMENTAL CONSERVATION

DEPARTMENT OF

ENVIRONMENTAL CONSERVATION,

Complainant,

VS.

COMPLTANCE ORDER BY
CONSENT AND AGREEMENT
SETTLING LIABILITY

ALYESKA PIPELINE SERVICE COMPANY,

Settling Liability

Respondent.

This Compliance Order By Consent and Agreement

is entered

into by and between the Alaska

Department of Environmental Conservation ("ADEC") and Alyeska

Pipeline Service Company ("Alyeska™) to settle all
pending air quality disputes relating to permits for the
construction,
operational

including

Allegations.

Hermiller dated June 18,

ADEC has alleged that Alyeska has

1. By letter to Alyeska®"s President James B.

prevention of significant

emission permits pursuant

("AAC") 50.300 - .400 for

its original construction.

Protection Agency ("EPA™)

19,

1990 has made similar

modification, operations, or any physical

currently

or

changes to the trans-Alaska pipeline system ("TAPS"),

its pump stations and the Valdez Marine Terminal.

1990 (copy attached hereto as Exhibit A)

illegally failed to obtain

deterioration ("PSD") and state

to 18 Alaska Administrative Code

changes made to TAPS since the time of

The United States Environmental

in a Notice of Violation issued June

allegations under the federal

Clean Air
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Act. ~ADEC"s allegations, if true, may subject Alyeska to civil
and criminal liability under, inter alia, AS 46.03.760 and
46.03.790. ADEC therefore alleges that the initiation of
compliance order proceedings under AS 46.03.850 1is justified.

2. Alyeska denies ADEC"s allegations, and c
that i1t has obtained all required permits for its operations, has
constructed and operated TAPS as originally permitted, and has
not made any changes requiring PSD or state emission permits
without obtaining such permits. Alyeska denies that compliance
order proceedings are justified. However, Alyeska wishes to
avoid the expense and uncertainty of litigation and further
compliance order proceedings. Therefore, Alyeska voluntarily
enters into this Compliance Order By Consent and Agreement

Settling Liability ("Agreement™) with ADEC.

Purpose,

3. The purpose of this Compliance Order by Consent
and Agreement Settling Liability is to resolve all pending claims
of ADEC with respect to the need for PSD or state permits for
construction, modification, operation, or any physical or
operational changes to TAPS from the time of its original
permitting and construction through current operations, and to
assure fTull compliance with all existing air quality permitting

requirements.

Covenant Not To Sue.
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4. ADEC agrees not to bring any action, civil or
criminal, against Alyeska, 1its officers and directors, the TAPS
owner companies, or their officers and directors, for any
penalties or sanctions for failure to obtain PSD or state
emission permits for any action or event from the construction of
TAPS through the date of this Agreement. ADEC will not
encourage, directly or indirectly, any such action by EPA or
others, but may take such action as is needed to fulfill 1its
statutory responsibilities, such as by responding to public

information inquiries or records requests under state law.

PSD Permit Application (s).

5. Not later than December 1, 1990 Alyeska will file
pursuant to 18 AAC 50.300(c)(@® a best available control
technology analysis ("BACT") of tank venting, as BACT is defined
in 18 AAC 50.900(9), for the volatile organic compound ("VOC™)
emissions vented from the 18 crude oil storage tanks located at
the Valdez Marine Terminal. The analysis will include a proposed
schedule for application of each proposal for BACT Alyeska makes.
Thereafter,

(a.) in the event that ADEC agrees with Alyeska"s.
BACTanalysis, then Alyeska shall take such installation or other
action as might be required to apply the proposed BACT to tank
venting in accordance with a schedule approved by ADEC; or

(b.) in the event ADEC disagrees with Alyeska“s

BACT analysis, it shall so notify Alyeska. If thereafter ADEC



and Alyeska cannot come to an agreement with respect to the
appropriate BACT, ADEC will make its selection of BACT for tank
venting provided that in no event will Alyeska be required to
spend more in costs of control than $3,000.00 per ton of VOCs.
Alyeska may appeal pursuant to 18 AAC 15.200 - .310 ADEC"s
selection of BACT only on the grounds the BACT chosen by ADEC 1is
unsafe, mechanically impossible to apply, or exceeds costs of
control of $3,000.00 per ton of VOCs. IT Alyeska does not appeal
it will take such installation or other action as might be
required to apply ADEC"s choice of BACT. If Alyeska does appeal,
absent a stay granted pursuant to 18 AAC 15.210 or an injunction
granted by the Superior Court, it shall abide by ADEC"s decision 1
selecting BACT and install or take such other action according tof
the timetable set out in the decision pending completion of the

appeal.

6. With respect to the three subjects enumer
ADEC"s letter of June 18, 1990, other than tank venting which is
covered by paragraph 5 above, Alyeska may:
(a.) file PSD permit applications for any one or-
a combination of the three subjects, or
(b.) continue to operate in accordance with the
applicable "allowable emissions™ limitations set out in paragraph
7 below.
If Alyeska files a PSD permit application or
applications under subparagraph (a) above but thereafter elects

not to construct or to operate under the terms and conditions of



any final PSD permit issued [after any appeals that may be taken
of ADEC"s best available control technology ("BACT")
determination under 18 AAC 50.400(c) are finally resolved], it
may instead continue to operate in accordance with the applicable
allowable emissions limitations set out in paragraph 7 below with
respect to the subject matter of the application or applications.
If a final PSD permit 1is issued and Alyeska elects under the
preceding sentence not to operate under it, it shall so notify

ADEC and ask that the PSD permit be rescinded.

Allowable Emissions.

7. The allowable emissions for thethree subjects,
other than tank venting covered by paragraph 5 above, enumerated
in ADEC"sJune 18, 1990 letter are as follows:

(a.) The sulfur content of the liquid fuel used
to power the Avon gas generators at pump stations #6 - 10, and
12, may be no higher than .17 percent.

(b.) The Avon gas generators at the pump stations
may be operated under the maximum fuel consumption rates and
subject to the limitations 1in the attached Exhibit B for liquid
fuel-fired generators and the attached Exhibit C for gas fired
generators.

(c.) Each of the waste gas incinerc;tors at the
Valdez Marine Terminal may be operated at a maximum incineration
rate of 184 million british thermal units ("MMBTU"™) per hour, or

a maximum monthly average of 522 MMBTU per hour total for all
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three waste gas incinerators, and within design limits for

minimum and maximum operation of any individual incinerator.

Emission Limitations Pending New PSD Permits.

8. For any source subject to a PSD application or

applications filed under paragraph 6 above, Alyeska will comply

with the allowable emissions limitations set out in paragraph 7

while such PSD application or applications are pending ADEC"s

review and at all times in the future unless and until such

limitations are altered by a PSD permit issued by ADEC pursuant

to 18 AAC 50.300 - .400 or otherwise altered under the provisions

of this paragraph 8. Alyeska may petition the ADEC"s Director of

the Division of Environmental Quality for permission to burn fuel

in the Avon gas generators with a higher sulfur content than

specified in subparagraph 7(a) above, or to operate such

generators at greater fuel consumption rates than those specified

in subparagraph 7 (b) above for such periods of time as may be

determined by ADEC during PSD permit processing. If Alyeska

files such a petition with the Director, it shall include an

adequate description explaining why the allowable emission

limitation(s) 1impose unreasonable economic burdens or limits

pipeline throughput without significant environmental benefit.

The Director™s decision to allow or not allow any such periods of

operation will be at his or her sole discretion and subject to

conditions imposed by the Director, and will not be subject to

appeal to the ADEC Commissioner or to any court.
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9. Pending completion of BACT review for
emissions from the crude oil storage tanks at the Valdez Marine
Terminal, and any additional time required for appeals or
construction and installation of equipment necessary to bring
Alyeska into compliance with the requirements of any permit,
Alyeska shall limit venting time from the 18 crude oil storage
tanks at the Valdez Marine Terminal to .5% of the time based on a
monthly average. For the purposes of determining compliance with
this .5% limitation, venting time will not include:

(a.) downtime due to scheduled maintenance
("scheduled maintenance™ as defined in paragraph 15 below) or
emergency repair of the vapor recovery system. ADEC will be
notified in advance of any of these activities;

(b.) venting due to unavoidable operational
upsets and/or equipment malfunctions ("malfunctions™ as defined
in paragraph 15 below).

Alyeska will submit to ADEC a best operations
management plan for the 18 crude oil storage tanks and the vapor
recovery system not later than October 1, 1990. The plan will
include a proposed definition of "operational upsets” and a
justification for the definition, detailing the likely
operational upsets that would produce tank venting. To the
extent the provisions of this paragraph are inconsistent with the
provisions of paragraph 15 below, pending implementation of BACT
under paragraph 5 above the provisions of this paragraph shall

govern.
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Waiver of Judicial

10.

Review Rights.

As between

it and ADEC, Alyeska will

contest PSD applicability for the four subjects enumerated in

ADEC"s June 18, 1990 letter,
limitations set out
herein shall

between

in paragraph 7 above.

or challenge the allowable emissions

However, nothing

bar Alyeska from contesting PSD applicability as

it and EPA or other third parties should they seek

penalties or sanctions based upon such PSD applicability under

the federal

of Alaska Air Quality Control Plan.

Permit Renewal

11.

Applications.

Ordinarily an ADEC air quality control

Clean Air Act or any approved section(s) of the State

pe

applicant must file the application 30 days before the proposed

effective date of the permit or permit renewal. ADEC and Alyeska

agree that this 30 day period

careful

the permit renewal

involves consideration of physical

facility. Accordingly,

file applications for air quality control

is often too short a time for
consideration of a requested permit, particularly when
involves revisions to the expiring permit or

or operational changes at a

Alyeska agrees that henceforth it will

pump stations and Valdez Marine Terminal

permit renewals for the

at least 90 calendar

days before the expiration date on the then existing permit.

ADEC agrees that it will

renewal

or permit denial,

release to Alyeska a draft permit

for review,

at

least 30 calendar days



prior-tro the expiration date of the existing permit, or at the
time any notice is published under 18 AAC 50.400(a) (1), which
ever event occurs first. Within 15 days of receiving the draft,
Alyeska may request that ADEC meet with 1its representatives to
discuss the draft permit or denial. Should Alyeska not file a
permit renewal application at least 90 days before the expiration
date of an existing permit, ADEC will be relieved of any
obligation under this paragraph. Accordingly, a breach of this
paragraph by either Alyeska or ADEC will not be considered a
material breach of this Agreement, nor subject Alyeska to any
penalty, and this paragraph will not otherwise be enforceable
under AS 46.03.760 or 46.03.790 or other applicable law against

either party.

Advisory Working Group.

12. ADEC, 1in consultation and cooperation wit
Alyeska, will create an advisory working group of technically
qualified and competent individuals for the purposes set out
below. The group shall consist of 3 representatives each from
Alyeska and ADEC, which representatives may not be attorneys and
need not be employees of either party, and may be replaced from
time to time as the need arises. Alyeska will provide
consultants and other support as necessary, and will provide the
group with such information as the group may require. Alyeska
and ADEC will designate their respective 3 representatives in

writing to the other within 10 working days of the effective date



of this-Agreement, which representatives may be replaced by other
qualified individuals as the need arises. The group will conduct
its work and any studies in a cost-efficient and objective
manner. The group will be co-chaired by an ADEC and Alyeska
representative. The group will advise and make written
recommendations, including majority and minority reports, to ADEC
not later than March 1, 1991 (except as an earlier date 1is
otherwise noted below) on:

(a.) proposed BACT selections for venting from
the 18 crude oil storage tanks at the Valdez Marine Terminal and
for any PSD permit application filed under paragraph 6 above.

The group®s written recommendations for BACT selection(s) for
venting from the 18 crude oil storage tanks shall be delivered to
ADEC not later than January 15, 1991;

(b.) any additional emissions data that the group
determines to be necessary to evaluate any significant emission
sources operated by Alyeska at the pumps stations or Valdez
Marine Terminal for compliance with applicable emission
limitations;

(c.) best management practices for inclusion in
future Valdez Marine Terminal permits governing the operation and
routine maintenance of the Valdez Marine Terminal vapor recovery
system, including waste gas incinerators and crude oil storage
tanks, so as to reduce venting of VOCs from the crude oil storage
tanks to the maximum extent possible and to maintain the maximum

combustion efficiency of the waste gas incinerators;
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(d.) appropriate routine data collection and
monitoring requirements for inclusion in future permits
including, but not limited to, recommendations as to the
potential for installation of continuous emission monitors, for
existing significant emission sources operated by Alyeska;

(e.) reasonable measures to avoid the occurrence
of excessive emissions which might otherwise occur during
malfunctions, startups, shutdowns and necessary maintenance of
existing significant emission sources operated by Alyeska;

(f.) the feasibility of establishing emission
limits, operating parameters and methods for monitoring such
limits and parameters for the ballast water treatment system.

For the purpose of only this paragraph 12,
"significant emission sources”™ includes any source listed in 18
AAC 50.300(a)(5) with annual emissions, excluding fugitive
emissions as defined in 18 AAC 50.900(49), of an air pollutant
regulated under the federal Clean Air Act of more than 100 tons
per year, or any other source with annual emissions, excluding
fugitive emissions as defined in 18 AAC 50.900(49), of an air
pollutant regulated under the federal Clean Air Act of 250 tons

per year or more.

Reimbursement of ADEC®"s Costs Of Working Group.

13. Alyeska will reimburse ADEC for 1its reason

costs incurred after the date of this Agreement in participating

in the advisory working group created pursuant to paragraph 12

11



above "and in processing the PSD permit applications and BACT
analyses submitted pursuant to paragraphs 5 and 6 above.
Reasonable costs will include costs such as any ADEC consultant
fees, ADEC staff time at $35.00 per hour, and incidental
administrative costs and expenses, such as for travel and
photocopying. Such costs will be bjlied to Alyeska on a monthly
basis; total costs which ADEC may bill Alyeska for ADEC-"s
participation in the working group after the date of this
Agreement shall not exceed $100,000.00. ADEC will provide
adequate documentation to Alyeska of all costs claimed as

reimbursable under this paragraph to Alyeska.

Reimbursement of Past Costs.

14. Alyeska will pay to the State of Alaska not later
than 10 working days from the effective date of this Agreement
the sum of $250,000.00. This sum shall reimburse ADEC for its

costs of investigating PSD and permit matters and issuing interim

permits to Alyeska for the period from December 1987 to the date j

of this Agreement.

Upset, Malfunction and Scheduled Maintenance.

15. The pump station and Valdez Marine Terminal air
quality control permits are hereby amended to include the
following condition governing upsets, malfunctions and scheduled
maintenance:

"DEFINITIONS

12



- "Excess emissions®™ means the emission of air
contaminants in excess of applicable emission limitations or

81 requirements in this permit or in any applicable regulation in 18
4 ™aAC 50.
51 "Malfunction® means any sudden and unavoidable failure
61 of a source, including air pollution control equipment, process
! equipment or process to operate in an expected manner; failures
caused entirely or in part by poor maintenance, careless
’ operation or any other preventable equipment breakdown shall not
be considered a "malfunction-”.
n- *Scheduled maintenance® means maintenance of a source
FI which occurs during a period established by a term of this
Bi permit, or which begins 7 working days after the permittee
I provides written notice to the Department, or for which the
b Department has otherwise provided written permission.
b "Shutdown® means the cessation of operation of any H
o source, including pollution control equipment, process equipment
or process for any purpose.

9] . i, .
J "Startup® means the setting into operation of any

source, including pollution control equipment, process equipment

or process,,

?  TREATMENT OF EXCESS EMISSION INCIDENTS.
2 Excess emissions caused because of a startup,
% shutdown, malfunction or period of scheduled maintenance of a

2 source (including pollution control equipment, process equipment ;

13
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or process) shall not be considered a violation of this permit or
the emission limitations of 18 AAC 50, or counted as an 1increase
in emissions for purposes of 18 AAC 50.300(6)(B) and (C) provided
that:

1. the excess emissions do not occur with such
frequency that careless, marginal or unsafe operation 1is
indicated, or are not part of a recurring pattern indicative of
inadequate design, operation or maintenance;

2. the emission of air contaminants is reduced as
much as practicable during the period of excess emissions;

3. during scheduled maintenance, repairs to the
equipment causing the excess emissions are made with maximum
reasonable effort, 1including the use of off-shift and overtime
labor as needed and as available;

4. when startup or shutdowns are a frequent part of
routine operations, the permittee takes maximum effort to reduce
excess emissions during such startup or shutdown;

5. to the maximum extent practicable, permittee
maintained and operated the source of the excess emissions in a
manner consistent with good practice for minimizing emissions and
otherwise consistent with the manufacturer®s suggested operation
and maintenance practices; and

6. permittee notified the Department of the excess
emissions incident by telephone not later than 24 hours after the
permittee knows or reasonably should have known of the event, and

included in the notification a description of the nature of the

14
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occurrence, of its duration, of the steps taken consistent with
1) through 5) immediately above, as applicable, and permittee
timely provided a written report of the excess emissions incident
consistent with the reporting requirements of the permit."”

The foregoing condition replaces paragraphs 22 and 23
of the existing Valdez Marine Terminal permit, paragraphs 13 and
14 of the existing pump station 1 through 4 permits, and
paragraphs 14 and 15 of the existing pump station 12 permit, and
will be deemed to be included as a condition in the upcoming
permits for pump stations 6 through 10. For each permitted
facility, Alyeska will notify ADEC of any excess emissions
incident in compliance with paragraph 6 of the above quoted
condition governing upsets, malfunctions and scheduled

maintenance.

Withdrawal of Appeals and Motions for Stay.

16. Alyeska hereby withdraws its requests for
adjudicatory hearings and motions for stay filed with ADEC for
pump stations #1 through 4 and 12, and for the Valdez Marine
Terminal, without prejudice to its right to file such requests or
motions for future permits. Alyeska agrees that it will not file
such requests or motions for the pump station #6 through 10
permits when issued on or before October 1, 1990, provided that
such permits are no more stringent than the draft permits
received by letter dated September 7, 1990, without prejudice to

its right to file such requests or motions for future permits.

15
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The purpose of this provision is to give the advisory working
group time to perform the analyses and make the recommendations
required by paragraph 12 above for the purpose of longer term

pump station and Valdez Marine Terminal permits.

Valdez Marine Terminal Vapor Recovery System.

17. For the purposes of this Agreement and f
permits Alyeska agrees that ADEC currently has statutory and
regulatory authority to require as a permit condition that
Alyeska operate and maintain in good working order the existing
vapor recovery system, including the waste gas incinerators and

associated piping and equipment, at the Valdez Marine Terminal.

Delays.

18. IfT any event occurs which Alyeska believes will i
or may cause delay 1in or prevent the achievement of any provision !
of this Agreement, Alyeska shall notify ADEC in writing within 7
calendar days of becoming aware of the anticipated delay or
inability to comply and describe the expected length of the
delay, the precise cause or causes of the delay or the reasons ]
for its inability to comply, and any measures it intends to take !
to minimize the delay or attempt to avoid noncompliance. Alyeska
may request within the 7 day period a meeting with ADEC to
explain the anticipated delay or inability to comply. For events

causing delay or inability to comply that could not have

reasonably been foreseen or anticipated, such as an earthquake,



Alyeska™ shall notify ADEC in writing within 7 days of the
occurrence of the event.

If ADEC finds that (&) Alyeska has complied with the
notice requirements of the preceding paragraph, and (b) that any
delay or inability to comply has or will be caused by
engineering, design or installation problems which could not
reasonably have been foreseen and prevented, or by labor strife,
a natural disaster (such as an earthquake) or by other
circumstances beyond the reasonable control of Alyeska, ADEC
shall extend the time for performance for a period no longer than
the delay resulting from those circumstances.

IfT the ADEC determines that Alyeska has not complied
with the notice requirements of the preceding paragraph, or that
the event causing the delay or inability to comply is not beyond
the reasonable control of Alyeska, failure to comply with the
provisions of this Agreement shall constitute a breach of 1its
requirements. ADEC shall notify Alyeska in writing of its
reasons or findings in the event ADEC denies Alyeska®s request

for an extension of time or denies waiver of the performance

required hereunder. The burden of proving the delay or inability)_
i

to comply 1is caused by circumstances beyond the control of
Alyeska, and, if applicable, the length of any such delay
attributable to those circumstances, shall rest with Alyeska.
Increases in cost or expenses incurred by Alyeska in fulfilling
the requirements of this Agreement shall not be a basis for any

extension of time or excuse for inability to comply. Any
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approved delay in or waiver of interim requirements siull not
automatically justify or excuse delay in the attainment of
subsequent requirements. Alyeska®s submission of a request for
an extension of time does not toll any time specified in this
paragraph unless ADEC provides a written extension.

ADEC*"s decision under this paragraph shall constitute
final agency action for purposes of judicial review under Alaska
Rule of Appellate Procedure 602(a)(2). However, ADEC®"s decision
shall remain in effect pending resolution of the appeal unless a
stay 1is granted by the court. Unless stayed by the court, any
stipulated penalties imposed under paragraph 19 of this Agreement
shall continue to accrue during any appeal unless a final
decision on appeal is rendered 1in Alyeska®™s favor, 1in which case

Alyeska shall not be liable to pay the stipulated penalties.

Stipulated Penalties.

19. Should Alyeska fail to meet the BACT analysis
deadline set out in paragraph 5 above, it shall pay to the State
of Alaska $100,000.00 for the first day the deadline 1is missed,
and an additional $5,000.00 penalty for each day thereafter that
the deadline is missed, subject to the provisions of paragraph 18

above governing excused delays.

Reservation Of Rights.

20. Except as otherwise expressly provided in this

Agreement, the State of Alaska reserves the right, and this

18



Agreement does not waive any such right, to investigate, pursue
or bring any claim, civil or criminal, 1legal or equitable,
including but not Ilimited to claims under AS 46 of any kind, or
issue any order against Alyeska for any future violation of any
statute, regulation, permit, approval, order (including but not
limited to this Agreement) or acceptance, 1including but not
limited to any violation of any permit, order, statute or
regulation governing the emission of air contaminants, and
Alyeska reserves all rights and defenses against all such claims
that may be asserted by the State of Alaska.

Nothing in this Agreement is a waiver by ADEC of 1its

; rights under AS 46.03.820 (governing emergencies).

i

i Enforceability Under AS 46.03.760, 46.03.765 and 46.03.790

! 21. Except for paragraph 11 above, the provisions of

j this Agreement shall be considered an enforceable order against
Alyeska for the purposes of AS 46.03.760, 46.03.765 and

‘46.03.790.

18 AAC 95 Waiver.

22. In partial consideration for this Agreement,
Alyeska knowingly and voluntarily waives all its rights and the
procedures which would otherwise attach to the issuance of a

compliance order under 18 AAC 95.

Amendment.
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approved

a duly authorized de

23. No amendment to this Agreement 1is valid unless

in writing by the

ignee)

representative of Alyeska.

Effective Date.

undersigned

representative of ADEC (or

and by a duly authorized

24 . The effective date of this Agreement 1is the date

it is signed by the authorized ADEC officia

Dated:

Dated:

September

September

1990.

I below.

ALYESKA PIPELINE SERVICE COMPANY

Tit

1990

President

James Hermiller

ALASKA DEPARTMENT OF
ENVIRONMENTAL CONSERVATION

By": " Michele

Title:

20

Regional

Brown

Administrator
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Pipeline Sevice Qo facnlrhes fall wrthln the purview

of 18AAC]5 tfewwerofmadfhﬁng facility from amendr‘qt
modifying, orrmkl other in afacility process or gperation which rfegat res

in anmeaseln emssmso szemnthoutﬁrs seauing asawpermit. The Department
agg%dtmsmlermees&smmscat eath of the other sourges
modrﬁed a particular facﬂt%y fair the puposes o/ determining the appllcabmty

of 18AAC a)(8)( acwnﬂanon of faoeesee in eﬁa;assfr
méu&@ % the use faciity Is requred under the rec%llsag

De o pusLe; the other modification and ace d%

honeve, |norder trerms:senwsofthewtstardrgls&es,ADEcms

for sowto dsass IS detall oaly the few iterrs identified aoe.

In the 1974 sir quality couerd permit agcaﬂons Gethe rm'n\%ea furbines at Rnp
Statical 14 610, 8112 (Deosrmer 15,1981, el
isted the amdaua feel far eech main ges rurbias as 167 thousand standard

feet per hour (MSCHACY) far easardl ges firing and 6,000 pounds pir hour (fos/hr) for
turbine feel oll ﬁnng<

In tbs Dmmfeat kSlQJl See ]14resmrseto theSPA(pBCBIS TabIeB%\r

e
[ is/hrfar y of ron cool
%CF r fo asasrg é fa(r:] liquid feel after the addiion of nr% codlng

\When the NOx emissart* from the (M turbines at the. 1974 feel rate are with the
NOX emissors at the 198fed rate, the increase LaNOx emisaCH dJeto inoease in
il L=cp e om (Gt aciton ofmcocing S approdret 45 oo Lie
or

ad 12 Attad1m1tAfar calculations). -

S 0G432
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Ths iuaeiM la emissons of No* & eath Station i greater. thas (oa 40 toni

uantty Lised In 18 AAC 50J00( aX4) (f(? the addition af N® cooliag
mqm*n?ﬁsturblne on, U oefined by 18AAC509(D(28)ofa
described a18AAC50 axg( ((3} aﬁm %opllcanon tod raic%o

srequwed Iaaowdamewm BAAC . 50.4006X3 )%
feceral prevention of sipiflont deterioration rsguUhoal at40 52"1(b ).

hcrane in Manmum Siiffef Cantemof Fuel

In the 1974 air ]guajnycontrol pemit application tor the main o8 cubis/a at Runp
Sations 10ad 12 (DeCamber 15 1988 S&t. 114 resoonse, Vo ILeeh I\ Alyufeallttedtke
mexium sulfur contact of the hnedmtkerran%awl?perm
identified the gradke of fed as "ASTM No.| « CT feel” . in an October 19,
1974, letter from M. Therel of Alpha to Dr. Max Brewer of ADEC
amerokd the 1974 permit applicaions for toe main ges turbines at Pmep Stadom 6°9 o
loner the, s&dmum sulfur contert from 0.4 percent 017peroertforthefue|bumed|n
these main ges turbine, saylrg

Since SLbsusdoaoﬂhe permit appllcanonsfor RIE&StaUmS 6,7,8,9, aad
11, It ks bees deaded Sot to L2 Pudhoe dJsi afed solree for
the Turbine Dnven « Mainline Puapa. punp stations will use the
sarefeel (ASTMNo. 1-CT fuel) u J|damedfor RPussp Satio™ 10ad 11
This crargewin resut is aloner 2 emissonfrom these Stadoos by afactor

of four tmes.
(Sapap | of the October 19, 1974, ThemU letter.)

Inal\/Hyll9&I) letter from Us, Oscar S I]deesmofAl}/Eﬁ@toMr Whelaa D.

of ADEC, Ay&Bmm  that the adifer comsst of the turbise fed p“odnedat
RrrpStahm]O%dtsedatRnpSlaﬂors]Oaaﬂ]MngsstJSperceM
fr0n029pmemt004p&ass(pap8) Alyeska goes onto toy that thia range in
turbine fed sdfer contest reprweatative of the stife? c&iuea of the turbine
fedrre&seedaterpStoddn6a'd8,\Ahd1ULsedaIPcrrpStau0055678a'd9

When the 32 emiesdom from the sain ges turbines «t the 1974 manmum fed tulfer
content of 0.17 percent are the O emissions« the 1990 tmanwm feel
luifer contert of 04 perm, meeselnSD?mmlom cle to the Inoease la the
feel sulfur contert Is epprctisiiely 248 toasAr per turbifte for Funp Staions 610 ad
12(sseAm:hmentA orpalajanons)

Imeese n tm|33|h0| ofSIJ’ateadqé;.rTrf_)'etrg(((;e IS greater

ﬁ@lo?ed in B AAC 040 %ﬁ@g e oeeee I Inthetl,lrtf(e):rr]S/yr

mn

('\0
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represents araodiic€des, ta defined by 1f ACC 50,900(2%), of « facility described in

0o ic camwund, from Crudt cH S IM fl Tania

ta tho 1974 air uallly oonlrol C@Iﬂt application for tho V&i&s Marino loading
Tem'inal norquanﬂﬁcaﬂonownﬂ froa aude o
Sorage ks ]PE%O VoIJ uh 1) Fumerrmre
Novarber 191974, Air ngl/{%/ ntrol me W # AQG22i), there
are ro permit condliion allowing the verting oﬂha ol

Acoording to tha April 1974 Air Quall FUpon tor tha VM7 (December 15
]%48;;9 r\/\ﬁuplaa,VI Q ﬁ)\/%g% from t* auck ol

lzh]swqjdtaVrtuaJ e’naet* thaw*ofmelaborate
s bl et P et e ey

gyEMWhich QOS&ES rtemarge* amrfg
s.rmschw(mgez*i n Jm%/ ascal Baaoua souraes of
W ﬁavttoallc)lmu no radadoa of auce ol storage tarnk

After reviewi Alyeﬂescrachoﬂstor@tarkrepa’sfortmdﬂ‘ od from

]9% il 25,1990, m%ammammaﬁpgnvmm
fro_m mKk venungto |ppro"ma1aly tomAr (seeata:mm B for okulation*)
Thlseﬂ]rraelsomservau\,ebaaseltdnesramn r lack of venting deta for
the time period from March 19 to March 25, 1990, when the vapor recovery S/SeEmwes
shut down for piping fe p ta m

Alyeska hes dranged Its method of jon of the erode oil Storage tank and vapor

recovery S8em which if aaod a5 ofined by £ AAC 56800(23) of &fcdilly
desmmd in If AAC 58%@? 0, ad apermrtgtzghcaﬂon ard review It required in
accordas™ wish | f AAC © a’d50403(

\Nrmquoted if Sim_or federal pemmits Is&edallamngowleoﬂstdagetak

APS% to!ﬁ BB L@UA%%I\%E ]9% ﬁ]u%frvcgrl\érmma e Saa telmnal

peranons rstbeganln 197710 rel
2 R el Aga e o T

that ADEC anticipated d1e tank venting would aoour as early as 1974,
%]%D%aamm disgje™* with this petition for anumber of reesarns, induding the

why
00434




