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b u t w i l l  ta k e  th e  c rude o i l  d e l iv e r e d  o r o f f e r e d , w i th o u t un ­
re a s o n a b le  d is c r im in a t io n , t h a t th e  A la s k a  P ip e l in e  Comm iss ion 
s h a l l ,  a f t e r  a f u l l  h e a r in g  w i t h  due n o t ic e  to  th e in t e r e s t e d  
p a r t i e s  and a p ro p e r f i n d in g  o f f a c t s ,  d e te rm in e  to  be re a s o n ­
a b le  i n  th e  pe rfo rm an ce o f i t s  d u t ie s  as a common c a r r i e r .

5 . In te rc h a n g e  o f O i l

Lessees ag ree to  in te r c h a n g e  c ru d e o i l  w i th  each 
l i k e  common c a r r i e r  and p ro v id e  c o n n e c t io n s  and f a c i l i t i e s  
f o r  th e  in te r c h a n g e  o f c ru d e o i l  a t e v e ry  l o c a l i t y  re a ched 
by b o th  p ip e l in e s  when th e  n e c e s s i t y  e x i s t s ,  s u b je c t to  
r a te s  and r e g u la t io n s  made by th e  a p p r o p r ia te  S ta te  o r 
f e d e r a l r e g u la t o r y  agency .

6 . Books., A ccoun ts and R e co rd s ; Access to  P ro p e r ty  
and Recc is

a . Each Lessee s h a l l m a in ta in  and p re s e rv e  b o o k s , 
a c c o u n ts  and re c o rd s  and make th o s e  r e p o r t s  th a t th e  S ta te  
may p r e s c r ib e  by r e g u la t io n  o r law  as n e c e s s a ry and a p p ro ­
p r i a t e  f o r  th e  pu rpo ses o f a d m in is t e r in g  AS 3 8 .3 5 . Each 
Lessee s h a l l a c c o rd  a t a l l  re a s o n a b le  t im e s  to  th e  S ta te  
and i t s  a u th o r iz e d  ag e n ts and a u d i t o r s  th e  r i g h t  o f acce ss 
t o  i t s  p r o p e r t y  and re c o rd s , o f in s p e c t io n  o f i t s  p r o p e r t y , 
and o f e x a m in a t io n  and c o p y in g  o f such re c o rd s .

b . Each Lessee ag re e s th a t i t  s h a l l s u bm it to  th e  
C om m iss io ne r o r th e  P ip e l in e  C o o r d in a to r , on re q u e s t , any 
in f o rm a t io n  o r documents o r o th e r m a te r ia ls  w h ic h a re sub ­
m i t t e d  to  th e  S e c re ta ry  o f th e  I n t e r i o r  o r to  th e  A u th o r iz e d  
O f f i c e r  u n d e r th e  Agreement and G ra n t o f R ig h t-o f-W a y  f o r  
th e  T ra n s -A la s k a  P ip e l in e  be tw een th e  U n ite d  S ta te s  and th e  
Lessees and w h ic h a re r e le v a n t to  th e  e n fo rc em e n t o f th e  
r i g h t s  o f th e  S ta te  un de r t h i s  Lea se .

7 . C o n n e c tio n s f o r  D e l iv e r y

Lessees s h a l l p ro v id e  c o n n e c t io n s , as d e te rm in e d  
by th e  A la s k a  P ip e l in e  C omm iss ion , u n d e r AS 4 2 .0 6 .3 4 0 , to  
f a c i l i t i e s  on th e  P ip e l in e  s u b je c t to  th e  Lea se , b o th  on 
S ta te  Land and on o th e r la n d  i n  th e  S ta t e , f o r  th e  pu rp o se o f 
d e l i v e r i n g  c ru d e o i l  to  p e rs o n s ( in c lu d in g  th e  S ta te  and i t s  
p o l i t i c a l  s u b d iv is io n s ) c o n t r a c t in g  f o r  th e  pu rcha se a t 
w h o le s a le  o f c ru d e o i l  t r a n s p o r te d  by th e  P ip e l in e  when 
r e q u ir e d  by th e  p u b l ic  i n t e r e s t .

8 . C o n n e c tio n s f o r  S ta te -O w ned O il

Lessees s h a l l ,  n o tw i t h s ta n d in g  any o th e r p r o v is io n s , 
p ro v id e  c o n n e c t io n s  and in te r c h a n g e  f a c i l i t i e s  a t S ta te  
expense a t such p la c e s th e  S ta te  c o n s id e r s  n e c e s s a ry , i f  
th e  S ta te  d e te rm in e s to  ta k e a p o r t i o n  o f i t s  r o y a l t y  o r 
ta x e s  in  o i l .



#

9 . Compliance w i t h  S ta te  Laws and w i th  R e g u la t io n s  
and o rd e rs o f th e A la s k a P ip e l in e  Comm ission

Lessees s h a l l c o n s t r u c t and o p e ra te  th e  P ip e l in e  in  
acco rdance w i th  a p p l ic a b le  S ta te  law s and la w fu l r e g u la t io n s  
and o rd e rs  o.f th e A la s k a  P ip e l in e  Comm ission.

10. Damage o r D e s t r u c t io n  o f Lea seho ld o r O th e r
P ro p e r ty

Lessees s h a l l ,  a t t h e i r  own expense , d u r in g  th e  te rm  
o f t h i s  Lease:

a . M a in ta in  th e  le a s e h o ld  and P ip e l in e  in  good 
r e p a i r ;

b . P rom p tly  r e p a i r  o r remedy any damage to  th e  
le a s e h o ld ; and

c . P rom p tly  compensate f o r  any damage to  o r
d e s t r u c t io n  o f p r o p e r ty  f o r  w h ich th e  Lessees
a re l i a b l e  r e s u l t i n g  from  damage to  o r 
d e s t r u c t io n  o f th e le a s e h o ld  o r P ip e l in e .

11. T ra n s fe r , A s s ig nm e n t, o r o th e r D is p o s t io n

a . Lessees s h a l l n o t t r a n s f e r , a s s ig n , o r d is p o s e  
o f in  any manner, d i r e c t l y  o r i n d i r e c t l y ,  o r by t r a n s f e r  o f 
c o n t r o l o f th e c a r r i e r  c o r p o r a t io n , t h e i r  i n t e r e s t in  t h i s
Lease , any r ig h t s  u n d e r t h i s  Lease o r th e  P ip e l in e  s u b ie c t to
t h i s  Lease to  any p e rs o n  o th e r th a n a n o th e r Owner o f th e  P ip e ­
l i n e  ( in c lu d in g  S u b s id ia r ie s , P a re n ts and A f f i l i a t e s  o f th e  
O w ne rs ), e xce p t to  th e  e x te n t th a t th e C om m iss io ne r, a f t e r  
c o n s id e ra t io n  o f th e p r o t e c t io n  o f th e p u b l ic  i n t e r e s t  ( i n ­
c lu d in g  w he th e r th e p ro p o se d t r a n s fe r e e  i s  f i t ,  w i l l i n g  and 
a b le  to  p e rfo rm  th e t r a n s p o r t a t io n  o r o th e r a c ts  p ro p o se d i n
a manner th a t w i l l  re a s o n a b ly  p r o te c t th e l i v e s , p r o p e r t y  and 
g e n e ra l w e lfa re  o f th e  peo p le o f A la s k a ) , a u th o r iz e s . The 
Comm iss ione r s h a l l n o t u n re a s o n a b ly  w i th h o ld  h is  c o n s e n t to  
th e t r a n s fe r , a ss ig nm en t o r d is p o s a l .

b . A Lessee t r a n s f e r r i n g  in  w ho le o r i n  p a r t i t s  
r i g h t ,  t i t l e  and i n t e r e s t  in  th e R ig h t-o f-W a v and t h i s  Lease 
s h a l l be re le a s e d  from  i t s  l i a b i l i t i e s  and o b l ig a t io n s  (a c c ru e d , 
c o n t in g e n t o r o th e rw is e ) to  th e  S ta te  unde r t h i s  Lease to  th e  
e x te n t and l im i t  th a t th e  t r a n s fe r e e  assumes u n c o n d i t i o n a l l y  
th e pe rfo rm ance and ob se rva n ce o f each such l i a b i l i t y  and 
o b l ig a t io n ; p ro v id e d , th a t i f  such t r a n s fe r e e  i s  any p e rs o n 
o th e r th a n a n o th e r Owner o f th e P ip e l in e , a Lessee a n d /o r i t s  
g u a ra n to r o r g u a ra n to rs  s h a l l be re le a s e d  from i t s  a n d /o r t h e i r  
l i a b i l i t i e s  and o b l ig a t io n s  to  th e  S ta te  under t h i s  Lease to  
th e e x te n t and l im i t  assumed by th e tr a n s fe re e  in  a t r a n s f e r  
a u th o r iz e d  by th e C omm iss ione r unde r S u b s e c tio n  " a "  o f t h i s  
s e c t io n .
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12. Appointment: of Agent for Service of Process

Lessees s h a l l f i l e  w i t h  t l ie  Comm issioner a w r i t t e n  
a p p o in tm e n t o f a named pe rm anen t r e s id e n t o f th e S ta te  to  be 
t h e i r  r e g is te r e d  agen t i n  th e  S ta te  and to  re c e iv e  s e r v ic e  
o f n o t ic e s , r e g u la t io n s , d e c is io n s  and o rd e rs o f th e  Com­
m is s io n e r ; i f  any Lessee f a i l s  to  a p p o in t an agen t f o r  s e r v ic e , 
s e r v ic e  may be made upon th a t L e sse e b y p o s t in g  a cop y in  th e 
o f f i c e  o f th e Comm iss ione r and f i l i n g  a copy o f i t  i n  th e  
o f f i c e  o f th e L ie u te n a n t G o ve rn o r and by m a il in g  a cop y to  
th e  L e s s e e 's la s t known a d d re s s .

13. In d e m n if ic a t io n  o f th e  S ta te ; L i a b i l i t i e s  o r
Damages A r is in g  w he re th e r e  is  C on cu rre n t Use

a . Lessees s h a l l be l i a b l e  to  the S ta te  f o r  l i a b i l ­
i t i e s ,  damages o r i n j u r y  in c u r r e d  b y  th e  S ta te  caused b y th e  
c o n s t r u c t io n , o p e ra t io n  o r m a in te n a n c e  o f the P ip e l in e , and 
th e y  s h a l l in d em n ify  th e  S ta te  f o r  th e s e  l i a b i l i t i e s ,  damages 
o r i n j u r i e s .

b . The p a r t y  a t f a u l t  s h a l l be l ia b l e  u n d e r th e  p r o ­
v is io n s  o f A r t i c l e  V I I I ,  S e c t io n  8 , o f  th e A la s ka C o n s t i t u t io n  
f o r  th e payment o f damages f o r  i n j u r y  a r is in g  from  n o n c om p lia n c e 
w i t h  a l l  te rm s and c o n d i t io n s  g o v e rn in g  c o n c u r re n t u s e .

• L i a b i l i t y  and P ro p e r t y  Damage In s u ra n c e , S e c u r i t y ,
Underta lcTng o r G u a ra n ty

a . Any le s s e e  s h a l l p ro c u re  and fu r n is h  l i a b i l i t y  
and p r o p e r ty  damage in s u ra n c e  fro m  a company l ic e n s e d  to  do 
b u s in e s s in  the S ta te , o r  f u r n i s h  o th e r  s e c u r i t y  o r u n d e r ta k in g  
upon th e te rm s and c o n d i t io n s  th e  Comm iss ione r c o n s id e rs  
n e c e s s a ry i f  th e C om m iss io ne r f i n d s  t h a t th e n e t a s s e ts  o f 
th a t Lessee a re i n s u f f i c i e n t  t o  p r o t e c t th e p u b l ic  fro m  damage 
f o r  w h ic h such Lessee may be l i a b l e  a r is in g  o u t o f th e  con ­
s t r u c t i o n  o r o p e ra t io n  o f th e  P ip e l i n e .

b . ( i )  I f  th e  C om m iss io n e r f in d s  th a t th e  n e t a s s e ts 
o f any o f th e Lessees a re  i n s u f f i c i e n t  to  p r o te c t th e  p u b l ic  
from  damage fo r  w h ic h any o f th e  Lessees may be l i a b l e  a r i s i n g  
o u t o f th e  c o n s t r u c t io n  o r o p e r a t io n  o f th e P ip e l in e , th e  Com­
m is s io n e r may r e q u ir e  such L e sse e t o  d e l iv e r  to  th e  C omm iss io ne r 
a v a l i d  and u n c o n d i t io n a l g u a ra n ty  o f  th e f u l l  and t im e ly  pa y ­
m ent o f a l l  l i a b i l i t i e s  and o b l i g a t i o n s  o f th e Lessee to  th e 
S ta te  unde r o r in  c o n n e c t io n  w i t h  t h i s  Lease.

( i i )  I t  i s  re c o g n iz e d  t h a t a proposed g u a ra n to r o f 
a Lessee may be a c o r p o r a t io n  ( o r  an in d iv id u a l s to c k h o ld e r 
t h e r e o f ) , a p a r tn e r s h ip  (o r an in d i v i d u a l p a r tn e r t h e r e o f ) , 
an a s s o c ia t io n  th a t i s  a u th o r iz e d  and empowered to  sue and be 
sued and to  h o ld th e t i t l e  to  p r o p e r t y  in  i t s  own' name (o r an



i n d i v i d u a l a s s o c ia te  t h e r e o f ) , a j o i n t  s to c k  company th a t i s  
a u th o r iz e d  and empowered, to  sue and be sued and to  h o ld  th e 
t i t l e  to  p r o p e r ty  in  i t s  own name ( o r any in d iv i d u a l p a r t i c ip a n t 
t h e r e i n ) , o r a b u s in e s s t r u s t  (o r any in d i v i d u a l s e t t l o r  t h e r e o f ) , 
and may o r may n o t d i r e c t l y  o r i n d i r e c t l y  own a le g a l o r bene ­
f i c i a l  i n t e r e s t  in  th e  Lessee whose l i a b i l i t i e s  and o b l ig a t io n s  
a re  so u g h t to  be g u a ra n te e d . In  th e  case o f m u l t i p le  g u a ra n ­
t o r s  t h a t a re  a c c e p ta b le  to  th e  C om m is s io n e r, each s h a l l be 
s e v e r a l l y  l i a b l e  f o r  o n ly  i t s  p r o p o r t io n a te  s h a re  o f any sum 
o r paym ent co ve re d b y th e  g u a ra n ty .

( i i i )  Each g u a ra n ty  s h a l l be s a t i s f a c t o r y  to  th e  
C om m iss io ne r in  a l l  re s p e c ts  in c lu d in g , w i th o u t l im i t a t i o n ,  
th e  fo rm  and sub s ta n ce o f th e  g u a ra n ty , th e  f i n a n c i a l capa ­
b i l i t y  o f a p roposed g u a ra n to r , th e  a v a i l a b i l i t y  o f such 
g u a ra n to r to  s e rv ic e  o f p ro c e s s , th e  a v a i l a b i l i t y  o f th e a s s e ts  
o f such g u a ra n to r w i t h  re s p e c t to  th e  e n fo rc em e n t o f ju dgm en ts 
a g a in s t th e  g u a ra n to r , and th e  number o f g u a ra n to rs  th a t w i l l  
be n e c e s s a ry to  gua ra n te e a l l  o f th e  l i a b i l i t i e s  and o b l ig a ­
t io n s  w h ic h  w i l l  be co ve re d b y a p a r t i c u l a r  g u a ra n ty ; p r o v id e d , 
h ow e ve r, th a t th e  C omm iss ione r s h a l l n o t u n re a s o n a b ly  w i th h o ld  
h is  a p p ro v a l w i th  re s p e c r to  a g u a ra n ty  o r g u a ra n to r .

( i v )  The C omm iss ione r s h a l l have th e  r i g h t  a t any 
tim e ', and from  tim e  to  t im e , to  r e q u i r e  th e  s u b s t i t u t i o n  and 
d e l i v e r y  o f a new fo rm  o f g u a ra n ty  i n  th e  e v e n t e i t h e r  t h a t an 
o u ts ta n d in g  g u a ra n ty  i s  h e ld  to  be i n v a l i d  o r u n e n fo rc e a b le , 
i n  w h o le o r i n  p a r t , b y a c o u r t o f com p e te n t j u r i s d i c t i o n  o r 
t h a t th e c o n t r o l l i n g  law i s ,  b y s t a t u t e  o r j u d i c i a l  d e c is io n , 
so a l t e r e d  as to  im p a ir , p re v e n t o r n u l l i f y  th e  e n fo rc em e n t
o r e x e r c is e  o f any r i g h t  o r o p t io n  o f th e  S ta te  u n d e r an o u t ­
s ta n d in g  g u a ra n ty ; p ro v id e d , how eve r, t h a t th e  o u ts ta n d in g  
g u a ra n ty  ( t o  th e e x te n t o f i t s  v a l i d i t y  o r e n f o r c e a b i l i t y ,  i f  
a n y ) s h a l l c o n t in u e  in  f u l l  fo r c e  and e f f e c t  w i t h  re s p e c t to  
any c la im , s u i t ,  a c c ru e d l i a b i l i t y  o r d e fe n s e th e re u n d e r th a t 
e x is t s  a t th e  tim e o f s u b s t i t u t i o n ;  p r o v id e d , f u r t h e r ,  t h a t 
th e  new fo rm  o f g u a ra n ty , i n  each such c a s e , s h a l l be r e q u ir e d  
as to  a l l  Lessees th a t a t th e  tim e  o f s u b s t i t u t i o n  have 
d e l iv e r e d , o r a re r e q u ir e d  to  d e l i v e r ,  a g u a ra n ty .

(v ) Each g u a ra n ty  s h a l l be accom pan ied b y such 
c e r t i f i c a t e s  and o p in io n s  o f le g a l c o u n s e l as th e  C omm iss ione r 
may r e q u i r e  to  e s ta b l is h  i t s  v a l i d i t y .  The g u a ra n ty  s h a l l i n ­
c lu d e  an a p p o in tm e n t o f an a g e n t f o r  s e r v ic e  o f p ro c e s s th a t 
i s  s a t i s f a c t o r y  to  th e  C om m iss io n e r.

15. Lands Condemned u n d e r AS 3 8 .3 5 .1 3 0

Any in t e r e s t in  la n d  a c q u ire d  u nd e r th e  p r o v is io n s  
o f AS 3 8 .3 5 .1 3 0  f o r  th e  P ip e l in e  w i l l  become p a r t o f th e la n d  
le a s e d  to  th e Lessees un d e r t h i s  I,ease and th e  c o s ts  f o r  th e 
a c q u i s i t i o n  th e r e o f s h a l l be bo rn e by th e  Le sse e s .
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a . Lessees s h a l l s u bm it c o n s t r u c t io n  ( in c lu d in g  
d e s ig n ) p la n s , a q u a l i t y  a ssu ra n ce p ro g ram , and o th e r r e la t e d  
documents as r e q u i r e d  by th e P ip e l in e  C o o rd in a to r f o r  re v ie w  
and a p p ro v a l p r i o r  to  th e  is s u in g  o f N o t ic e s  to  P ro ce ed .

b . The q u a l i t y  a ssu ra n ce p rog ram  s h a l l be com­
p re h e n s iv e  and d e s ig n e d  to  a s s u re th a t th e  e n v iro n m e n ta l 
and te c h n ic a l s t i p u la t i o n s  in  t h i s  Lease w i l l  be f u l l y  
c om p lie d  w i t h  th ro u g h o u t a l l  phases o f c o n s t r u c t io n , o p e ra ­
t i o n ,  m a in te n a n ce and te rm in a t io n  o f th e  P ip e l in e .

c . The f o l l o w in g  c r i t e r i a  s h a l l be in c lu d e d  i n  
th e  q u a l i t y  a s s u ra n c e  p ro g ram , a lth o u g h  Lessees a re  n o t 
l im i t e d  to  th e s e  c r i t e r i a :

( i )  P ro v id e  p r a c t i c a b le  and a p p r o p r ia te  means and 
p ro c e d u re s , in c lu d in g  c o n t in g e n c y  p la n s app ro ve d 
b y th e  P ip e l in e  C o o rd in a to r , f o r  th e  p r e v e n t io n , 
d e t e c t io n  and p rom p t aba tem en t o f any a c tu a l o r 
p o t e n t i a l c o n d i t io n  th a t i s  s u s c e p t ib le  to  p r e ­
v e n t io n  o r aba tem en t b y Lessees w h ic h  a r is e s  o u t 
o f ,  o r c o u ld  a f f e c t  a d v e r s e ly , th e  c o n s t r u c t io n , 
o p e r a t io n , m a in te n a n ce o r te rm in a t io n  o f  a l l  o r 
any p a r t o f th e  P ip e l in e  and w h ic h  a t any t im e  
may cause o r th r e a te n  to  cause (A ) a h a z a rd  to  
th e  s a fe t y  o f w o rk e rs o r to  p u b l ic  h e a l t h  o r 
s a f e t y  ( in c lu d in g  b u t n o t l im i t e d  to  p e rs o n a l 
i n j u r y  o r lo s s  o f l i f e  w i t h  re s p e c t to  any P e rso n 
o r P e rs o n s ) o r (B ) s ig n i f i c a n t  harm o r damage to  
th e  e n v iro n m e n t ( in c lu d in g  b u t n o t l im i t e d  to  
p u b l i c  o r p r i v a t e  p r o p e r t y , w h e th e r r e a l ,  p e r s o n a l 
o r m ix e d , o r a re a s o f v e g e ta t io n  o r t im b e r , f i s h  
o r o th e r  w i l d l i f e  p o p u la t io n s  o r t h e i r  h a b i t a t s , 
w a te r q u a l i t y ,  a i r  q u a l i t y  o r any o th e r n a t u r a l 
r e s o u r c e ) .

( i i )  P ro v id e  p r a c t i c a b le  and a p p ro p r ia te  means and p r o ­
c e d u re s , in c lu d in g  c o n t in g e n c y  p la n s a p p ro v e d b y 
th e  P ip e l i n e  C o o r d in a to r , f o r  th e  r e p a i r  and r e ­
p la c em e n t o f s u b s t a n t ia l l y  damaged ta n g ib le  
p r o p e r t y  and th e  r e h a b i l i t a t i o n  o f s u b s t a n t i a l l y  
damaged n a t u r a l re s o u rc e s ( in c lu d in g  b u t n o t 
l im i t e d  to  r e v e g e ta t io n , r e s to c k in g  f i s h  o r o th e r 
w i l d l i f e  p o p u la t io n s  and r e e s ta b l is h in g  t h e i r  
h a b i t a t s ,  and r e s t o r in g  a i r  and w a te r q u a l i t y )
i f  th e  cause o f th e  damage a r is e s  in  c o n n e c t io n  
w i t h ,  o r r e s u l t s  from , th e  c o n s t r u c t io n , o p e ra ­
t i o n ,  m a in te n a n ce o r te rm in a t io n  o f a l l  o r any 
p a r t o f th e  P ip e l in e .

16. Construction Plans and Quality Assurance



( i i i )  P ro v id e f o r  p r a c t i c a b le  and a p p r o p r ia te  com­
ponen t and sys tem s q u a l i t y  th ro u g h  q u a l i t y  con­
t r o l  management and p la n n in g , and in s p e c t io n  
and t e s t p ro c e d u re s app ro ve d b y th e  P ip e l in e  
C o o rd in a to r .

( i v )  A ssu re th a t th e  s e le c t io n  o f L e s s e e s ' c o n t r a c ­
t o r s , s u b c o n t r a c to r s , and c o n t r a c t pu rcha se s
o f m a te r ia ls  and s e r v ic e s  a re  c o n s is te n t w i th  
q u a l i t y  c o n t r o l p ro c e d u re s  r e q u ir e d  b y t h i s  
s e c t io n .

( v ) D e te rm in e q u a l i t y  p e r fo rm a n c e  by c o n d u c t in g  
su rv e y s and f i e l d  in s p e c t io n s  app ro ved by the 
P ip e l in e  C o o rd in a to r o f a l l  th e  f a c i l i t i e s  
o f Le sse e s ' c o n t r a c to r s  and s u b c o n t r a c to r s .

( v i )  M a in ta in  q u a l i t y  d e te rm in a t io n  re c o rd s  on a l l  
o f th e above p ro c e d u re s  to  en su re d a ta  i d e n t i ­
f i c a t i o n  and r e t r i e v a l  app ro ved by th e  P ip e ­
l i n e  C o o rd in a to r .

17 . R e s e rv a t io n  o f C e r ta in  R ig h ts  to  th e S ta te

a . The S ta te  r e s e r v e s  and s h a l l have a c o n t in u in g  
and re a s o n a b le  r i g h t  o f a c c e s s to  any p a r t o f th e  la nd s ( i n ­
c lu d in g  th e  s u b s u r fa c e  o f ,  and th e  a i r  space abo ve , such 
la n d s ) t h a t a re  s u b je c t to  t h i s  Lea se , and a c o n t in u in g  and 
re a s o n a b le  r i g h t  o f p h y s ic a l e n t r y  to  any p a r t o f th e P ip e ­
l i n e ,  f o r  in s p e c t io n  o r m o n i t o r in g  p u rp o se s and f o r  any o th e r 
p u rp o se o r  re a so n th a t i s  re a s o n a b ly  c o n s is t e n t w i t h  any 
r i g h t  o r o b l ig a t io n  o f th e  S ta te  un d e r any law o r r e g u la t io n , 
t h i s  L ea se , o r any o th e r a g re em e n t, p e rm it o r a u th o r iz a t io n  
r e l a t i n g  i n  w ho le o r i n  p a r t t o  a l l  o r any p a r t o f th e 
P ip e l in e .

b . The r i g h t  o f  a c ce s s and e n t r y  re s e rv e d  in  Sub­
s e c t io n  " a "  o f t h i s  s e c t io n  s h a l l e x te n d to  and be en jo y e d b y 
any c o n t r a c t o r  o f th e S ta t e , any s u b c o n tr a c to r s  ( a t any t i e r )  
o f th e  c o n t r a c to r and t h e i r  r e s p e c t iv e  ag e n ts and em p lo yees , 
as w e l l as such o th e r P e rso n s as may be d e s ig n a te d  from  tim e  
to  tim e i n  w r i t i n g  by th e  P ip e l in e  C o o rd in a to r .

c . The g r a n t in g  o f t h i s  Lease i s  s u b j’e c t to  th e  
e xp re s s c o n d i t io n  th a t th e  e x e r c is e  o f th e  r i g h t s  and p r iv i le g e s  
g ra n te d  u n d e r t h i s  Lease w i l l  n o t u n d u ly  i n t e r f e r e  w i th  th e  
management, a d m in is t r a t io n , o r d is p o s a l b y th e  S ta te  o f th e  
la n d  a f f e c t e d  by t h i s  L e a se , and th a t th e  Lessees ag ree and 
co n s e n t to  th e  occupancy and use by th e  S ta te , i t s  g ra n te e s , 
p e rm it te e s , o r o th e r le s s e e s  o f  any p a r t o f th e  R ig h t-o f-W a v  
n o t a c t u a l l y  o c cu p ie d o r r e q u i r e d  bv th e  P ip e l in e  f o r  th e  f u l l  
and s a fe  u t i l i z a t i o n  o f th e  P ip e l in e , f o r  n e c e s s a ry  o p e ra t io n s  
in c id e n t to  la n d management, a d m in is t r a t io n , o r d is p o s a l.
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d . Pu rsu an t t o  AS 3 8 . 0 5 . 1 2 5 , th e S t a t e  r e s e r v e s  
r i g h t s  as f o l l o w s :

"The p a r t y  o f th e  f i r s t  p a r t , A la s k a , h e re b y 
e x p re s s ly  sa ve s , e x c e p ts and re s e rv e s o u t 
o f th e g ra n t h e re b y made, u n to  i t s e l f ,  i t s  
le s s e e s , s u c c e s s o rs , and a s s ig n s fo r e v e r , a l l  
o i l s ,  gases , c o a l , o re s , m in e ra ls , f i s s io n a b le  
m a te r ia ls , and f o s s i l s  o f e ve ry name, k in d  o r 
d e s c r ip t io n , and w h ic h  may be in  o r upon s a id  
la n d s above d e s c r ib e d , o r any p a r t th e r e o f , 
and th e r i g h t  to  e x p lo re  th e same f o r  such 
o i l s ,  gases , c o a l , o re s , m in e ra ls , f i s s io n a b le  
m a te r ia ls , and f o s s i l s ,  and i t  a ls o  h e re b y 
e x p re s s ly  saves and re s e rv e s  o u t o f th e  g r a n t 
he reb y made, u n to  i t s e l f ,  i t s  le s s e e s , s u c ce s ­
s o rs , and a s s ig n s  fo r e v e r , th e r i g h t  to  e n te r 
by i t s e l f ,  i t s  o r t h e i r  a g e n ts , a t to r n e y s , and 
s e rv a n ts  upon s a id  la n d s , o r any p a r t o r p a r t s  
th e r e o f , a t any and a l l  t im e s , fo r  th e  pu rp o se 
o f o p e n in g , d e v e lo p in g , d r i l l i n g ,  and w o rk in g  
m ines o r w e l ls  on th e s e  o r o th e r la n d s and 
ta k in g  o u t and rem o v in g th e re fro m  a l l  such 
o i l s ,  gase s , c o a l , o re s , m in e ra ls , f i s s i o n ­
a b le  m a te r ia ls  and f o s s i l s ,  and to  th a t end 
i t  f u r t h e r  e x p r e s s ly  re s e rv e s  o u t o f th e  g r a n t 
he re b y made, u n to  i t s e l f ,  i t s  le s s e e s , s u c c e s ­
s o rs , and a s s ig n s  fo r e v e r , th e r i g h t  b y i t s  o r 
t h e i r  a g e n ts , s e rv a n ts  and a t to rn e y s  a t any 
and a l l  t im e s to  e r e c t , c o n s t r u c t , m a in ta in , 
and use a l l  such b u i ld in g s , m a c h in e ry , ro a d s , 
p ip e l in e s , p o w e r l in e s , and r a i l r o a d s , s in k  
such s h a f t s , d r i l l  such w e l ls , remove such 
s o i l ,  and to  rem a in  on s a id  la n d s o r an y p a r t 
th e r e o f f o r  th e  fo r e g o in g  pu rposes and to  
occupy as much o f s a id  la n d s as may be n e c e s ­
s a ry  o r c o n v e n ie n t f o r  such pu rposes h e re b y 
e x p re s s ly  r e s e r v in g  to  i t s e l f ,  i t s  le s s e e s , 
s u c c e s s o rs , and a s s ig n s , as a fo r e s a id , gen ­
e r a l l y  a l l  r i g h t s  and power i n ,  to , and o v e r 
s a id  la n d , w h e th e r h e r e in  exp re ssed o r n o t , 
re a s o n a b ly  n e c e s s a ry  o r c o n v e n ie n t to  re n d e r 
b e n e f ic ia l and e f f i c i e n t  th e com p le te e n jo y ­
ment o f th e  p r o p e r t y  and r ig h t s  h e re b y e x ­
p r e s s ly  r e s e r v e d . "

e . The re i s  re s e rv e d  to  th e S ta te  th e  r i g h t  to  
g ra n t a d d i t io n a l p e rm its  o r easements f o r  r ig h t s - o f - w a y  o r 
o th e r uses to  t h i r d  p a r t i e s  f o r  c om p a t ib le  uses o n , o r ad ­
ja c e n t to , th e la n d s s u b je c t to  th e  R ig h t-o f-W a y . B e fo re  th e  
S ta te  g ra n ts  an a d d i t i o n a l r ig h t - o f - w a y  p e rm it f o r  a com pa t­
i b l e  u se , th e S ta te  w i l l  n o t i f y  Lessees o f i t s  in t e n t i o n s  and



s h a l l c o n s u lt w i t h  Lessees b e fo re  ta k in g  f i n a l a c t io n  in  th a t 
r e g a rd .

f .  No r i g h t s  s h a l l be e x e rc is e d  by th e  S ta te  under 
t h i s  s e c t io n  u n t i l  i t  com p lie s w i t h  th e  p ro v is io n s  o f 
AS 3 8 .0 5 .1 3 0 .

18 . Re im bu rsem en t o f S ta te  Expenses

a . Le ssee s s h a l l re im b u rs e  th e  S ta te  f o r  a l l  re a son ­
a b le  c o s ts  in c u r r e d  b y th e  S ta te  i n  m o n ito r in g  c o n s t r u c t io n  
( in c lu d in g  b u t n o t l im i t e d  to  d e s ig n  re v ie w ) and te rm in a t io n  
o f  a l l  o r any p a r t o f  th e  p ip e l in e  sys tem . The Comm iss ione r 
s h a l l a d m in is te r t h i s  le a s e to  re a s o n a b ly  assu re th a t unneces­
s a r y  employment o f p e rs o n n e l and n e e e d le s s e x p e n d itu re  o f funds 
a re  a v o id e d .

b . R e im bu rsem en t p ro v id e d  f o r  in  t h i s  s e c t io n  and 
i n  S e c t io n  19 h e r e o f s h a l l be made f o r  each q u a r te r e n d in g 
on th e  la s t  day o f M a rch , June , Sep tem ber and December.
On o r b e fo re  th e  s i x t i e t h  (6 0 th ) day a f t e r  th e c lo s e  o f 
each q u a r te r , th e  C omm iss ione r s h a l l s u bm it to  Lessees a 
w r i t t e n  s ta tem e n t o f  any c o s ts  in c u r r e d  by th e S ta te  d u r in g  
t h a t q u a r te r w h ic h  a re  re im b u rs a b le . T h is s ta te m e n t may 
be supp lem en ted w i t h i n  s ix t y  (60 ) days a f t e r  th e  end o f 
a f i s c a l  y e a r f o r  c o s ts  in c u r r e d  i n  th a t yea r b u t b y e xcu sa b le 
n e g le c t n o t p r e v io u s ly  s u bm it te d .

c . Le sse e s s h a l l have th e  r i g h t  to  c o n d u c t , a t t h e i r  
own expense , re a s o n a b le  a u d i ts  b y a u d i to r s  o r a c c o u n ta n ts  
d e s ig n a te d  b y L e s s e e s , o f th e  b o o k s , re c o rd s  and docum ents o f 
th e  S ta te  r e l a t i n g  t o  th e  item s on any p a r t i c u la r  s ta te m e n t 
t h a t  s h a l l be s u b m it te d  in  a cco rd a n ce w i t h  th e p ro c e d u re  o u t­
l i n e d  in  S u b s e c t io n  " b " o f t h i s  s e c t io n , a t th e p la c e s  where 
su ch boo ks , re c o rd s  and documents a re  u s u a l ly  m a in ta in e d  and 
a t  re a s o n a b le  t im e s ; p ro v id e d , h ow e ve r, th a t w r i t t e n  n o t ic e  o f 
a d e s i r e  to  c o n d u c t such an a u d i t m us t be g iv e n  to  th e  Com­
m is s io n e r (1 ) a t l e a s t f i f t e e n  (1 5 ) days p r io r  to  such a u d i t , 
and (2 ) by n o t l a t e r  th a n th e s e v e n t y - f i f t h  (7 5 th ) day a f t e r  
th e  c lo s e  o f th e  q u a r te r  f o r  w h ic h  th e  b o o k s , re c o rd s  and docu­
m en ts a re  so u g h t to  be a u d i te d ; and p ro v id e d , f u r t h e r ,  th a t any 
su ch a u d i ts  s h a l l be com p le ted w i t h i n  n in e ty  (9 0 ) days a f t e r  
r e c e ip t  b y Lessees o f  th e s ta tem e n t c o n ta in in g  th e  ite m s to  be 
a u d i te d .

d . N o th in g  h e re in  s h a l l r e q u i r e  th e  S ta te  to  m a in ­
t a i n  bo o ks , re c o rd s  o r documents o th e r than th o se u s u a l ly  m a in ­
t a in e d  b y i t ,  p r o v id e d  such boo k s , re c o rd s  and docum ents re a son ­
a b ly  s e g re g a te  and i d e n t i f y  th e  c o s ts  f o r  w h ic h re im bu rsem en t
i s  r e q u ir e d  b y t h i s  s e c t io n . Such b o o k s , re c o rd s and documents 
s h a l l be p re s e rv e d  o r  caused to  be p re s e rv e d  f o r  a p e r io d  o f 
a t le a s t two (2 ) y e a rs  a f t e r  th e  S ta te  subm its a s ta te m e n t fo r 
re im b u rs em en t based on such b o o k s , re c o rd s  and d o cum en ts . The 
a u d i t o r s  o r a c c o u n ta n ts  d e s ig n a te d  b y Lessees s h a l l have



re a s o n a b le  a c c e s s t o ,  and th e r i g h t  to  co p y , a t t h e i r  expense , 
a l l  such b o o k s , re c o rd s  and docum en ts ,

e . L e s se e s s h a l l pay to  th e  S ta te  th e t o t a l  amount 
shovm on each s ta te m e n t by n o t l a t e r  th a n th e  n i n e t i e t h  (9 0 th ) 
day f o l l o w in g  th e  c lo s e  o f th e q u a r te r to  w h ic h th e  s ta tem e n t 
r e la t e s ;  p r o v id e d , how eve r, th a t i f  any o f th e Lessees d e c id e 
to  d is p u te  any i te m  o f a s ta tem en t f o r  re im b u rs em e n t, Lessees , 
on o r b e fo re  th e  d a te  on w h ich th e s ta te m e n t i s  due and p a y a b le , 
s h a l l g iv e  th e  C omm iss io ne r w r i t t e n  n o t ic e  o f each i te m  th a t i s  
d is p u te d , a ccom pan ie d by a d e ta i le d  e x p la n a t io n  o f t h e i r  o b je c ­
t i o n ,  o r w r i t t e n  n o t ic e  o f each ite m  to  be a u d i te d , and s h a l l 
pa y th e  S ta te  th o s e  amounts f o r  th e  ite m s th a t a re  n o t d is p u te d  
o r a re  n o t to  be a u d i te d . Lessees s h a l l g iv e  th e  Comm iss ione r 
p rom p t w r i t t e n  n o t i c e  o f th e c om p le t io n  o f th e  a u d i t o f a l l  
ite m s o f  a s ta te m e n t b e in g  a u d ite d . On a d a te f i x e d  b y th e 
C om m is s io n e r , b u t n o t more than t h i r t y  (30 ) days a f t e r  n o t ic e  o f 
a d is p u te d  s ta te m e n t o r a f t e r  n o t ic e  o f th e  c o m p le t io n  o f th e 
a u d i t ,  th e  C om m is s io n e r and th e Lessees s h a l l meet t o  d is c u s s 
and a t te m p t t o  r e s o lv e , a l l  item s w h ic h  a re  d is p u te d  o r w h ic h 
have n o t been r e s o lv e d  by the a u d i t . Any item s r e s o lv e d  as b e in g  
p a y a b le  to  th e  S ta te  s h a l l be p a id  w i t h i n  t h i r t y  (3 0 ) days a f t e r  
b e in g  r e s o lv e d , to g e th e r w i t h  in t e r e s t th e re o n , up to  th e  d a te
o f  paym en t a t a t o t a l  annua l p e rc e n ta g e r a t e  e q u a l to  th e  d i s ­
c o u n t r a t e  o f th e  F e d e ra l Reserve Bank f o r  D i s t r i c t  Tw e lve 
(San F ra n c is c o ) i n  e f f e c t  on th e o r i g i n a l due d a te  o f  th e  s t a t e ­
m e n t.

f .  I n  a d d i t i o n  to  th e r i g h t  to  a u d i t q u a r t e r l y  s t a t e ­
m en ts as p ro v id e d  i n  S u b se c tio n " c M o f t h i s  s e c t io n , i f  Lessees 
b e l ie v e  th a t u n n e c e s s a ry  employment o f p e rs o n n e l o r n e e d le s s 
e x p e n d i tu r e  o f fu n d s  has o c c u rre d  o r i s  l i k e l y  to  o c c u r ,
L e ssees may r e q u e s t th e  a p p ro v a l o f th e  Comm iss ione r f o r  Lessees 
t o  c o n d u c t p r o m p t ly , and a t t h e i r  own expense , a f u l l  and 
c om p le te  a u d i t b y a u d i t o r s  o r a c c o u n ta n ts  d e s ig n a te d  b y Lessees , 
o f  th e  b o o k s , r e c o r d s  and documents c o n c e rn in g  th e  m a t te r s  to
be a u d i te d , a t th e  p la c e s  where th e  b o o k s , re c o rd s  and documents
to  be a u d i te d  a re  u s u a l ly  m a in ta in e d  and a t re a s o n a b le  t im e s .
Such re q u e s t s h a l l be in  w r i t i n g , s h a l l s p e c i f y  th e  m a t te r s  to  
be a u d i te d  and s h a l l s ta te  th e in fo rm a t io n  a v a i la b le  to  Lessees 
upon w h ic h  th e  re q u e s t i s  based . The Comm iss ione r s h a l l app ro ve 
o r deny such r e q u e s t p ro m p t ly , and a p p ro v a l o f any su ch re q u e s t
s h a l l n o t be u n re a s o n a b ly  w i th h e ld . Any c o m p la in t w h ic h  Lessees
may have as a r e s u l t  o f such a u d i t s h a l l be made to  th e  Com­
m is s io n e r and s h a l l be gove rned by th e  p ro c e d u re  s e t f o r t h  in  
S u b s e c t io n  " e "  o f  t h i s  s e c t io n  to  th e  e x te n t a p p l ic a b le .

1 9 . R ig h t o f  th e  S ta te  to  P e r fo rm

a . I f ,  a f t e r  t h i r t y  (30 ) d a y s , o r in  em e rgenc ie s 
such s h o r te r  p e r io d s  as s h a l l n o t be u n re a s o n a b le , fo l lo w in g  
th e  m ak in g o f a demand th e r e fo r by th e  C omm iss ione r i n  th e 
manner t h a t i s  p r o v id e d  in  S t i p u la t i o n  1 .6  f o r  g iv in g  w r i t t e n



n o t ic e s , L e s s e e s , o r th e \ r re s p e c t iv e  a g e n ts , em n lo vees , con ­
t r a c t o r s  o r s u b c o n t r a c to r s  ( a t any t i e r ) , s h a l l f a i l  o r re fu s e  
to  p e r fo rm  any a c t io n  re q u ir e d  by t h i s  Lease o r b y th e P ip e ­
l i n e  C o o rd in a to r u n d e r t h i s  Lease , th e S ta te  s h a l l have th e 
r i g h t ,  b u t n o t th e o b l ig a t io n , to  p e r fo rm  any o r a l l  o f such 
a c t io n s  a t th e  s o le  expense o f Lessees . P r io r  to  d e l iv e r y  o f 
any such demand, th e P ip e l in e  C o o rd in a to r s h a l l c o n fe r w i t h  
th e L e s s e e s , i f  p r a c t ic a b le  to  do so , re g a rd in g  th e  re q u ir e d  
a c t io n  o r a c t io n s  th a t a re in c lu d e d  in  th e  demand. The P ip e ­
l i n e  C o o rd in a to r s h a l l s u bm it to  Lessees a s ta tem e n t o f th e 
expenses in c u r r e d  by th e S ta te  d u r in g  th e p re c e d in g  q u a r te r 
in  th e p e rfo rm a n c e by th e S ta te  o f any re q u ir e d  a c t io n  and 
th e amount shown to  be due on each such s ta tem e n t s h a l l be 
p a id  b y Le s se e s . Lessees may d is p u te  w he th e r th e  w o rk in v o lv e d  
was j u s t i f i e d  and th e re a so n a b le n e s s o f th e s p e c i f i c a t io n s  
f o r ,  and th e  c o s t o f ,  such w o rk .

20 . B re a c h ; E x te n t o f L i a b i l i t y  o f Lessees

The l i a b i l i t i e s  and o b l ig a t io n s  o f each Lessee u n d e r 
t h i s  Lease a re  j o i n t  and s e v e ra l , e xce p t th a t th e  l i a b i l i t i e s  
and o b l ig a t io n s  o f each Lessee a re s e v e ra l unde r th e fo l lo w in g  
s e c t io n s :

S e c t io n  1 G ra n t o f R ig h t-o f-W a y

2 D u ra t io n  o f R ig h t-o f-W a y

3 R e n ta l

4 Common C a r r ie r

5 In te rc h a n g e  o f O i l

6 Books , A ccoun ts and R eco rds ; Access 
to  P ro p e r ty  and Records

7 C on n e c tio n s f o r  D e l iv e r y

8 C on n e c tio n s f o r  S ta te -Owned O i l

9 C om p liance w i t h  S ta te  Laws and w i t h  
R e g u la t io n s  and O rde rs o f th e A la s k a 
P ip e l in e  Comm ission

10 Damage o r D e s t r u c t io n  o f Lea se h o ld o r 
O th e r P ro p e r ty

11 T ra n s fe r , A s s ig nm en t, o r o th e r D is p o s i t io n

12 A ppo in tm en t o f Agen t f o r  S e rv ic e  o f 
P roce ssm
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13 Indemnification of the State; L ia b i l i ­
t i e s  or Damages Arising where there i s  
Concurrent Use

in L i a b i l i t y  and P ro p e r ty  Damage In s u ra n c e  
S e c u r i t y , U n d e r ta k in g  o r G ua ra n ty

15 Lands Condemned unde r AS 38.35 .130
18 Re im bursem en t o f S ta te  Expenses

19 R ig h t o f th e  S ta te  to  P e rfo rm

22 D u ty o f Lessees to  P re ve n t o r A ba te

28 L o c a l H ire

29 R e le a se o f R ig h t-o f-W a y

30 F o r f e i t u r e  o f Lease

31 Ag reem en ts among Lessees

35 Remedies C um u la t iv e ; E q u ita b le R e l ie f

39 A u th o r i t y  to  E n te r Agreements

H2 B in d in g  E f f e c t o f Covenants

S t i p u l a t i o n  l . H

S t i p u l a t i o n  1 .1 0 ,1

P ro v id e d * how eve r, t h a t as to  any o b l ig a t io n  to  pay money to  th e 
S ta te , each Lessee s h a l l n o t be l i a b l e  f o r  any g r e a te r  p o r t i o n  
th e r e o f th a n th e  amount o f th e  t o t a l  l i a b i l i t y  m u l t i p l i e d  tim e s 
th e  p e rc e n ta g e o f i t s  u n d iv id e d  in t e r e s t in  th e  R ig h t - o f -W a y  
a t th e  tim e s th e l i a b i l i t y  was in c u r r e d .

21 . V a ld e z T e rm in a l F a c i l i t y

Lessees s h a l l a f f o r d  r e p r e s e n ta t iv e s  o f th e  U n ite d  
S ta te s  Depa rtm en t o f th e  I n t e r i o r  f u l l  and f r e e  access a t a l l  
t im e s  to  th e V a lde z T e rm in a l s i t e  f o r  th e  pu rpo se o f e n fo r c in g  
th e  s t ip u la t io n s  o f th e  U n ite d  S ta te s  D epa rtm en t o f th e  
I n t e r i o r  a t th e f a c i l i t y .

22. Du ty o f Lessees to  P re v e n t o r Abate

a . Lessees s h a l l p re v e n t o r , i f  th e  p ro c e d u re , 
a c t i v i t y ,  e v e n t o r c o n d i t i o n  a lr e a d y  e x is t s  o r has o c c u r r e d , 
s h a l l a b a te , as c o m p le te ly  as p r a c t i c a b le , u s in g  th e  b e s t 
p r a c t ic a b le  te c h n o lo g y a v a i l a b l e , any p h y s ic a l o r m e c h a n ic a l 
p ro c e d u re , a c t i v i t y ,  e v e n t o r c o n d i t io n , e x is t in g  o r o c c u r r in g  
a t any tim e (1 ) th a t i s  s u s c e p t ib le  to  p re v e n t io n  o r a b a tem e n t;



(2) that arises out of, or could a f fe c t  adversely, the con­
struction , operation, maintenance or termination of a l l  or 
any part of the Pipeline; and (3) that causes or threatens to 
cause (a) a haaard to the safety of workers or to the public 
health or safety (including but not limited to personal injury 
or lo ss  of l i f e  with respect to any Person or Persons) or (b) 
serious harm or damage to the environment (including but not ' 
lim ited to water and air quality, areas of vegetation or 
timber, f ish  or other w ild life  populations, or th e ir  habitats, 
or any other natural resource).

b. Lessees shall cause their  respective agents, 
employees, contractors and subcontractors (at any t ie r )  to 
observe and comply with the foregoing provisions o f th is  
section .

23. Compliance with Notices to Proceed
All construction of the Pipeline on State Land under­

taken by Lessees sha ll comply in a l l  respects with the pro­
v is ion s  of Notices to Proceed that are issued by the Pipeline  
Coordinator.

24- Temporary Suspension Orders of the Pipeline  
Coordinator
a. The Pipeline Coordinator may at any time order the 

temporary suspension of any or a l l  construction, operation, main­
tenance or termination a c t iv i t ie s  of Lessees, th e ir  agents, 
employees, contractors or subcontractors (at any t ie r )  in 
connection with the P ipeline, including but not lim ited to 
the transportation of O il, i f

( i)  An immediate temporary suspension of such 
a c t iv i t ie s  i s  necessary to protect (A) public  
health or safety (including, but not lim ited  
to, personal injury or lo ss  of l i f e  with re ­
spect to any Person or Persons), or (B) the 
environment from immediate, serious and ir r e ­
parable harm or damage (including, but not 
limited to , harm or damage to water and a ir  
quality, areas of vegetation or timber, f is h
or other w ild l i fe  populations, or their  habitats ,  
or any other natural resource); or
( i i )  Lessees, their  respective agents, employees, 
contractors or subcontractors (at any t ie r )  are 
fa i l in g  or refusing, or have fa iled  or refused, 
to comply with or observe (A) any provision of  
this Lease necessary to protect public health , 
safety or the environment, or (B) any order of 
the Pipeline Coordinator implementing any such



provisions of th is  Lease or of any agreement, 
permit or authorization  that shall have been 
duly approved, issued or granted by the Pipe­
line  Coordinator in connection with a l l  or any 
part of the P ip e lin e .
b. the P ip elin e  Coordinator shall Rive Lessees prior 

n o t ic e  o f  any temporary suspension order as he deems practicable. 
I f  circumstances permit, the P ip elin e  Coordinator sh a l l  discuss 
w ith  L essees, prior to is su in g  the order, appropriate measures 
to ( i )  forthwith abate or avoid the harm or threatened harm 
that i s  the reason for the issuance of the order or ( i i )  e f fe c t  
compliance with the provision  or order, whichever i s  applicable.

c. After a temporary suspension order has been 
given by the Pipeline Coordinator, Lessees shall promptly comply 
w ith a l l  o f the provisions o f  the order and sh a ll not resume 
any a c t iv i t y  suspended or cu rta iled  thereby except as pro­
vided in  th is  Lease or pursuant to court order.

d. Any temporary suspension order which, in  an 
emergency, i s  given o r a l ly  sh a ll  be confirmed in w ritin g , as 
provided for in S tip u lation  1 .6 .2 .  Each written order or written  
confirmation of an order sh a ll  se t  forth  the reasons for the 
suspension. Each temporary suspension order sh a ll  be lim ited ,  
in so far  as is  p racticab le , to the particu lar area or a c t iv i ty  
that i s  or may be a ffec ted  by the a c t iv i t i e s  or conditions
that are the basis of the order. Each order sh a ll  be e f f e c ­
t iv e  as of the date and time given, unless i t  s p e c i f ie s  other­
w ise .  Each order sh a ll  remain in f u l l  force and e f f e c t  u n til  
m odified or revoked in  w riting by the Pipeline Coordinator.

e. Resumption of any suspended a c t iv i ty  s h a ll  be 
promptly authorized by the P ipeline  Coordinator in w riting  when 
he i s  s a t is f ie d  that ( i )  the harm or threatened harm has been 
abated or remedied, or ( i i )  Lessees have e ffec ted , or are ready, 
w il l in g  and able to e f f e c t  compliance with the provision  or 
order, whichever i s  ap p licab le .

f .  Any temporary suspension order that i s  given or 
issu ed  in accordance with th is  section  sh a ll be subject to the 
prov isions of Section 25.

25. Appeal Procedure
a . A ppea ls fro m  Tem po ra ry S uspen s io n O rd e rs o f 

P ip e l i n e  C o o rd in a to r ; A p p e a ls  from  D e n ia ls  o f R e sum p tio n o f 
Suspended A c t i v i t i e s :

( i)  Lessees may appeal d ir e c t ly  to the Commissioner 
for review o f  (A) any temporary suspension 
order issued by the P ipeline  Coordinator pursuant 
to Section 24 of th is  Lease; and (E) any denial



by the Pipeline Coordinator of a request for re ­
sumption of a c t iv i t i e s  suspended pursuant to such 
temporary suspension order. Lessees sh a ll f i l e  a 
notice of appeal for review promptly a fter  
the e ffe c t iv e  date o f  the order or denial being 
appealed. The notice  sh a ll  set forth with 
p articu lar ity  the order or denial being ap­
pealed. To perfect an appeal, Lessees sh a ll  
promptly f i l e  with the Commissioner a s ta te ­
ment of facts of the matter and a statement 
of applicable law supplemented by such docu­
ments and arguments on the facts and the law 
as Lessees may wish to present to ju s t i fy  
modification or reversal o f  the order or 
denial. A ll statements o f  facts shall be 
under oath.
( i i )  Except as provided hereinafer in th is  
section , the Commissioner sh a ll decide the 
appeal within three (3) days from the date 
the Commissioner rece iv es  notice from Lessees 
that a l l  statements for review have been sub­
mitted. I f  the Commissioner does not render 
a decision within that time, the appeal sh a ll  
be considered to have been denied by the 
Commissioner, and such denial shall con stitu te  
the f in a l administrative decision of the 
Commissioner.
( i i i )  Any decisions o f  the Commissioner
as to any matter a r is in g  out of this Lease 
sh a ll constitute the f in a l  administrative 
decision of the Commissioner.
b. Appeals with Respect to Notices to Proceed:
( i)  Lessees may appeal to the Commissioner i f ,  with 
respect to a particular application for a Notice
to Proceed (A) the P ip e lin e  Coordinator has 
refused to issue the N otice to Proceed within  
the time prescribed pursuant to Stipulation 1 .7 .4 .4  
or (B) the Pipeline Coordinator.has issued a 
Notice to Proceed not sub stantia lly  in accord 
with the application therefor. I f  the P ipeline  
Coordinator has not acted within the prescribed  
time to either issue or deny the issuance of  
the Notice to Proceed, such failure to act 
sh a ll be deemed to be a refu sa l by the P ipeline  
Coordinator to issue the Notice to Proceed.
( i i )  The ground or grounds for such an appeal 
sh a ll be one or more o f  the following:



(A ) The P ip e l in e  C o o rd in a to r has c o n s tru e d  
th e  a p p l ic a b le  S t ip u la t io n s  e r ro n e o u s ly ; 
o r

(B ) The P ip e l in e  C o o rd in a to r has imposed 
a r b i t r a r y  and c a p r ic io u s  r e q u i r e ­
m en ts to  e n fo rc e  th e S t ip u la t i o n s ; o r

(C) Le ssees have made a bona f id e  
e f f o r t  to  m ee t th e  re q u ire m e n ts  o f th e 
P ip e l in e  C o o rd in a to r , b u t w i t h  th e  b e s t 
p r a c t i c a b le  te c h n o lo g y a v a i la b le , a re  
u n a b le  to  com p ly ; o r

(D) By f a i l i n g  to  a c t upon th e  re q u e s te d  
N o t ic e  to  P roceed w i th in  th e  p re s c r ib e d  
t im e , th e  P ip e l in e  C o o rd in a to r has been 
u n re a s o n a b le .

( i i i )  Each a p p e a l u n d e r t h i s  s u b s e c t io n  s h a H  be
s u b j e c t  t o  t h e  a p p e a l  p r o c e d u r e  s e t  f o r t h  i n  S u b ­
s e c t i o n  " a M o f  t h i 3  s e c t i o n .

c . As to  an y o th e r m a t te r r e l a t i n g  to  c o n s t r u c ­
t i o n  upon w h ic h  a d e c is io n  o f th e  C omm iss ione r i s  r e q u ir e d  
unde r t h i s  L e a se , .2. f a i l u r e  o f the C omm iss ione r to  re n d e r 
a d e c is io n  w i t h i n  th r e e  (3 ) days a f t e r  r e c e iv in g  a re q u e s t
" f o r  a d e c is io n  from  th e  Lessees s h a l l c o n s t i t u t e  a d e n ia l o f 
t h a t re q u e s t and s h a l l c o n s t i t u t e  th e f i n a l  a d m in is t r a t iv e  
d e c is io n  o f th e  C om m is s io n e r.

d . As to  m a t te r s  n o t cove red by S u b s e c t io n s ’’a , "
" b " and " c "  o f  t h i s  s e c t io n  upon w h ich a d e c is io n  o f th e  Com­
m is s io n e r i s  r e q u ir e d  u n d e r t h i s  Lease , th e  f a i l u r e  o f th e  
C omm iss ione r to  re a c h  a d e c is io n  w i t h in  t h i r t y  (3 0 ) days a f t e r  
r e c e iv in g  a re q u e s t f o r  a d e c is io n  from  th e  Lessees s h a l l co n ­
s t i t u t e  a d e n ia l o f t h a t re q u e s t and s h a l l c o n s t i t u t e  th e  f i n a l  
a d m in is t r a t iv e  d e c is io n  o f th e  C omm iss ione r.

26. R eque s ts t o  Resume; Appea ls

a . I f  b y a te m p o ra ry  suspens io n o rd e r is s u e d  p u r s u a n t 
to  S e c t io n  24 o f t h i s  L e a se , th e  P ip e l in e  C o o rd in a to r has 
o rd e re d  th e  s u s p e n s io n  o f  an a c t i v i t y  o f L e s se e s , Lessees may
a t any tim e  t h e r e a f t e r  f i l e  w i t h  the P ip e l in e  C o o rd in a to r a 
re q u e s t f o r  p e rm is s io n  to  resum e th a t a c t i v i t y  on th e g ro u n d 
th a t th e re a s o n  f o r  th e  s u s p e n s io n no lo n g e r e x is t s . The 
re q u e s t s h a l l c o n ta in  a s ta te m e n t , unde r o a th , o f th e  f a c t s  
w h ic h in  L e s s e e s ' v ie w  s u p p o r t th e p r o p r ie t y  o f re s u m p t io n .

b . The P ip e l in e  C o o rd in a to r s h a l l re n d e r a d e c is io n , 
e i t h e r  g ran ; in g  o r d e n y in g  th e  re q u e s t , w i t h i n  th r e e  (3 ) days
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o f th e  d a te  th a t the re q u e s t was f i l e d  w i t h  h im . I f  th e P ip e ­
l i n e  C o o rd in a to r does n o t re n d e r a d e c is io n  w i t h i n  th a t t i n e , 
th e  re q u e s t s h a l l be c o n s id e re d d e n ie d  and th'£ Lessees nay 
a p p e a l to  th e  Comm iss ione r as p ro v id e d  i n  S e c t io n  25.

27 . L i a b i l i t y  o f th e S ta te

Lessees ag ree th a t n e i t h e r  th e S ta te  n o r any o f i t s  
o f f i c i a l s ,  em p loyees , agen ts o r c o n t r a c to r s  s h a l l be l ia b l e  fo r  
money damages f o r  any lo s s  caused to  Le ssee s , t h e i r  agen ts o r 
c o n t r a c to r s , b y rea son o f d e c is io n s  made in  re s p e c t to  th e 
a p p l ic a t io n  and a d m in is t r a t io n  o f t h i s  Lease ; p ro v id e d , howeve r, 
t h i s  Lease s h a l l n o t be in t e r p r e t e d  to  excuse th e  S ta te , i t s  
o f f i c i a l s ,  em p loyees , agen ts o r c o n t r a c to r s  from  l i a b i l i t y  f o r  
damages o r i n j u r i e s  r e s u l t in g  fro m  o th e r a c ts w h ic h  a re a c ts  
o f n e g l ig e n c e  o r a c ts  o f w i l l f u l  m is c o n d u c t .

28 . L o c a l H ire

Lessees s h a l l comply w i t h  a l l  v a l i d  and a p p l ic a b le  
law s and r e g u la t io n s  w i th  re g a rd  to  h i r e  o f A la s k a  re s id e n ts . 
Q u a l i f i e d  A la s k a  re s id e n ts  s h a l l be h i r e d  as r e q u ir e d  by 
AS 3 8 .4 0 ; Lessees s h a l l n o t d is c r im in a t e  a g a in s t A la s k a  r e s i ­
d e n ts , as p r o h ib i t e d  b y AS 38 .4 0 and o th e r a p p l ic a b le  and 
v a l i d  law s and r e g u la t io n s  o f th e  S ta te  o f A la s k a . A l l  v a l i d  
and a p p r o p r ia te  p r o v is io n s  o f AS 38 .4 0 a re  in c o rp o r a te d  by 
re fe r e n c e  in t o  t h i s  Lease .

29 . R e lease o f R ig h t-o f-W a y

a . In  c o n n e c t io n  w i t h  th e  r e l in a u is h m e n t , abandon­
m en t o r o th e r te rm in a t io n  b e fo re  th e  e x p i r a t io n  o f  th e g ra n t 
o f th e  R ig h t-o f -W a y , o f any r i g h t  o r i n t e r e s t i n  th e  R ig h t - o f -  
Way, a n d /o r i n  th e use o f a l l  o r any p a r t o f th e  la n d s s u b je c t 
to  th e  R ig h t-o f -W a y , each Lessee h o ld in g  such r i g h t  o r in t e r e s t 
s h a l l p ro m p t ly  e xe cu te and d e l i v e r  to  th e  S ta te , th ro u g h  th e  
C om m iss io n e r, a v a l i d  in s t ru m e n t o f re le a s e  in  re c o rd a b le  fo rm , 
w h ic h  s h a l l be exe cu te d and acknow ledged w i th  th e  same fo r m a l i ­
t i e s  as a deed. The in s t ru m e n t o f re le a s e  s h a l l c o n ta in , among 
o th e r th in g s , a p p ro p r ia te  r e c i t a l s ,  a d e s c r ip t io n  o f th e p e r t i n ­
e n t r i g h t s  and in t e r e s t s , and f o r  th e  b e n e f i t o f th e  S ta te  and 
i t s  g ra n te e s  o r a s s ig n s , e xp re ss re p re s e n ta t io n s  and w a r ra n t ie s  
b y th e  Lessees th a t th e y  a re  th e  s o le  owners and h o ld e r s  o f th e 
r i g h t s  o r in t e r e s t s  d e s c r ib e d  t h e r e in  and th a t such r ig h t s  o r 
in t e r e s t s  a re f r e e  and c le a r  o f a l l  l i e n s , e q u i t ie s  o r c la im s 
o f any k in d  r e q u i r in g  o r th a t may r e q u i r e  the c o n s e n t o f a 
t h i r d  p a r t y , c la im in g  in  w ho le o r in  p a r t by , th ro u g h  o r unde r 
th e  L e s s e e s , f o r  th e v a l i d  re le a s e  o r e x t in g u is h m e n t th e r e o f , 
e x c e p t f o r  such th a t a re owned o r c la im e d  by t h i r d  p a r t ie s  
w h ic h  have jo in e d  in  th e e x e c u t io n  o f th e re le a s e . The fo rm  
and s u b s ta n t iv e  c o n te n t o f each in s t r u m e n t o f re le a s e  s h a l l be 
app ro ved by th e  Comm iss ione r, b u t e x c e p t as o th e rw is e  e x p re s s ly  
p ro v id e d  f o r  in  t h i s  s u b s e c t io n , i n  no e ve n t s h a l l anv such 
in s t r u m e n t o p e ra te  to  in c re a s e  th e  th e n - e x is t in g  l i a b i l i t i e s  
and o b l ig a t io n s  o f th e Lessees fu r n i s h in g  the re le a s e .



b . Each re le a s e  s h a l l be accom pan ied by such re s o ­
l u t i o n s  and c e r t i f i c a t i o n s  as th e  Com rn.issioner may re q u ir e  ir . 
c o n n e c t io n  w i th  th e power o r th e a u t h o r i t y  o f th e  Le sse e s , o r 
o f any o f f i c e r  o r agen t a c t in g  on t h e i r  b e h a l f , to  e x e c u te , 
acknow ledge o r d e l iv e r  th e  re le a s e .

c . N e ith e r th e  te n d e r , n o r th e  te n d e r , a p p ro v a l 
and a c c e p ta n c e , o f any such re le a s e  s h a l l o p e ra te  as an 
e s to p p e l o r w a iv e r o f any c la im  o r ju dgm en t a g a in s t a Lessee
o r as a r e l i e f  o r d is c h a rg e , in  w ho le o r in  p a r t ,  o f any Lessee 
from  any o f i t s  th e n - e x is t in g  l i a b i l i t i e s  o r o b l ig a t io n s  
(a c c ru e d , c o n t in g e n t o r o th e rw is e ) ; and n o tw ith s ta n d in g  any 
such te n d e r o r d e l iv e r y , o r any a p p ro v a l o f th e  C omm iss ione r, 
i f  a re le a s e  s h a l l c o n ta in  any p r o v is io n  th a t o p e ra te s , o r 
t h a t by im p l ic a t io n  m ig h t o p e ra te , to  d is c h a rg e  o r r e l ie v e  , in  
w ho le o r in  p a r t , a Lessee o f and fr'>m any o f  i t s  l i a b i l i t i e s  
o r o b l ig a t io n s  (a c c ru e d , c o n t in g e n t o r o th e rw is e ) o r th a t 
o p e ra te s  o r m ig h t o p e ra te  as an e s to p p e l o r w a iv e r o f any c la im  
o r ju d gm en t a g a in s t a Lessee o r as a co ve n a n t n o t to  sue , such 
p r o v is io n  s h a l l be , and s h a l l be deemed to  b e , v o id  and o f no 
e f f e c t  w ha tso e ve r in s o fa r  as i t  w ou ld have th e  e f f e c t  o f so 
d is c h a rg in g  o r r e l i e v in g  a Lessee o r o p e r a t in g  as an e s to p p e l, 
w a iv e r o r covenan t n o t to  sue.

30 . F o r f e i t u r e  o f Lease

F a i lu r e  to  b e g in  c o n s t r u c t io n  o f th e  P ip e l in e  
w i t h i n  a re a s o n a b le  tim e  o f th e g r a n t in g  o f t h i s  Lease f o r  
re a so n s w i t h in  th e c o n t r o l o f th e  Lessee o r f a i l u r e  o f a 
Lessee o f an in t e r e s t in  th e R ig h t-o f-W a y  s u b s t a n t i a l l y  to  
com p ly w i t h  th e te rm s o f th e Lease s h a l l be g ro u n d s f o r  f o r ­
f e i t u r e  o f th e  R ig h t-o f-W a y in t e r e s t o f th e L e s se e in  an a c t io n  
b ro u g h t by th e  Comm iss ione r in  th e  S u p e r io r C o u r t . B e fo re  th e  
commencement o f an a c t io n  f o r  f o r f e i t u r e  o f an in t e r e s t  in  
th e  R ig h t-o f-W a y und e r t h i s  s e c t io n , th e  C om m iss io n e r s h a l l 
g iv e  th e  Lessee o r Owner o f th e  in t e r e s t n o t ic e  i n  w r i t i n g  o f 
th e  a l le g e d  d e fa u l t and s h a l l n o t commence th e  p ro c e e d in g  
u n le s s  th e  Lessee o f th e  in t e r e s t has f a i l e d  to  i n i t i a t e  good 
f a i t h  e f f o r t s  to  c u re  th e  d e fa u l t w i t h i n  60 d a y s o f th e n o t ic e  
o f th e  a l le g e d  d e f a u l t .

31 . Agreem ents Among Lessees

a . The O r ig in a l Le ssees , and each o f th e n , r e p re s e n t 
and co ve n a n t w i th  th e S ta te  th a t th e y  have e n te re d  in t o  o n ly  
th e  fo l lo w in g  ag reem en ts , and no o th e r a g re em e n ts , w r i t t e n  o r 
o r a l (e x c lu d in g  p r i o r  ag reem en ts th a t no lo n g e r have any fo r c e  
o r e f f e c t ) ,  w h ic h e s ta b l i s h  each O r ig in a l L e s s e e 's  i n t e r e s t in  
th e  P ip e l in e  and each O r ig in a l L e s s e e 's  r e la t io n s h ip s  w i t h  th e 
common a g e n t , as r e fe r r e d  to  in  S t i p u la t i o n  1 . 4 , f o r  a l l  o r any 
phase o f th e  c o n s t r u c t io n , o p e r a t io n , m a in te n a n c e  and te rm in a ­
t i o n  o f th e P ip e l in e  o r any p a r t th e r e o f :



#

«

( i )  Agreement e n t i t l e d  "T ra n s -A la s k a  P ip e l in e  System 
A g re em e n t" , d a te d  as o f A ugus t 27 , 1970, by and amonp. 
A t l a n t i c  P ipe L in e  Company*, BP P ip e L in e  C o rp o ra t io n * , 
Humble P ipe L in e  Company*, Amerada Hess C o rp o ra t io n ,
Home P ipe L in e  Company, M o b il P ip e L in e  Company,
P h i l l i p s  P e tro le um  Company, and Un ion O i l Company
o f C a l i f o r n ia , w i t h  E x h ib i t "C ,M e n t i t l e d  "E n a b lin g  
A g re em en t," annexed th e r e t o ;

( i i )  Agreement e n t i t l e d  " F i r s t  S upp lem en ta l A g re em e n t," 
d a te d  as o f A u g u s t 2 7 , 1970 , by th e  same p a r t i e s ;

( i i i )  Agreement e n t i t l e d  "Second S upp lem en ta l A g re em e n t," 
d a te d  as o f A u g u s t 2 7 , 1970 , by th e  same p a r t i e s ;

( i v )  Agreement e n t i t l e d  " T h i r d  S upp lem en ta l A g re em e n t," 
d a te d as o f A u g u s t 2 7 , 1970 , by th e  same p a r t i e s ;

( v ) Agreement e n t i t l e d  "F o u r th  S up p lem en ta l A g re em e n t," 
d a te d as o f A u g u s t 2 7 , 1970 , by th e same p a r t i e s ;

( v i )  Agreement e n t i t l e d  " F i f t h  S upp lem en ta l A g re em e n t," 
d a te d as o f A u g u s t 2 7 , 1970 , by th e  same p a r t i e s ;

( v i i )  Agreement e n t i t l e d  "A g reem en t f o r  th e  D es ig n and 
C o n s t ru c t io n  o f  th e  T ra n s -A la s k a  P ip e l in e  S y s tem ," 
d a te d as o f A u g u s t 2 7 , 1970 , by and among A t l a n t i c  
P ip e L in e  Company, BP P ip e L in e  C o rp o ra t io n , Humble 
P ip e L in e  Company, Amerada Hess C o rp o ra t io n , Home 
P ip e L in e  Company, M o b i l P ip e L in e  Company, P h i l l i p s  
P e tro le um  Company, U n io n O i l Company o f C a l i f o r n ia ,  
and A ly e s k a P ip e l in e  S e rv ic e  Company;

( v i i i )  Agreement e n t i t l e d  "S h a re h o ld e rs  Agreem en t f o r  
A ly e s k a  P ip e l in e  S e rv ic e  Company," d a te d as o f 
A u g u s t 27, 1970 , b y th e  same p a r t ie s  as th o s e l i s t e d  
w i t h  re s p e c t to  th e  Agreem en t r e f e r r e d  to  im m e d ia te ly  
a b o v e ;

( i x )  A ss ig nm en t, A s s um p tio n , Re lease and Consen t 
A g reem en t, d a te d  as o f A ugu s t 28 , 1970 , in  c o n n e c t io n  
w i t h  th e  t r a n s f e r  by Home P ipe L in e  Company o f a l l  o f 
i t s  r i g h t s ,  t i t l e  and in t e r e s t in  th e  P ip e l in e  System 
and in  th e fo r e g o in g  ag re em en ts , and as a s h a re h o ld e r 
in  and to  A ly e s k a  P ip e l in e  S e rv ic e  Company;

* N o te : ARCO P ipe L in e  Company, a D e law are c o r p o r a t io n , re p re s e n ts
and co ve n a n ts th a t i t  i s  th e  su cce sso r by m e rg e r to  a l l  o f th e 
r ig h t s  and o b l ig a t io n s  o f A t l a n t i c  P ip e L in e  Company. S oh io P ipe 
L in e  Company, a D e law a re c o r p o r a t io n , re p re s e n ts  and co venan ts 
th a t i t  i s  th e  s u c c e s s o r by m e rge r to  a l l  o f th e  r i g h t s  and o b l i ­
g a t io n s  o f BP P ipe L in e  C o rp o ra t io n . Exxon P ip e l in e  Company, 
a D e law a re c o r p o r a t io n , re p re s e n ts  and co ve n a n ts th a t i t  i s  th e 
same c o rp o r a t io n  as Humble P ip e L in e  Company, b u t t h a t i t s  name 
has been d u ly  changed to  "E xxon P ip e l in e  Company."
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(x ) A s s ig nm e n t, Conveyance , and T ra n s fe r Ag reem en t, 
d a te d December 11 , JL9/3, in  c o n n e c t io n  w i th  th e  t r a n s f e r  
b y M o b i l P ip e L in e  Company to  M o b il A la ska P ip e l in e  
Company, a D e law a re c o r p o r a t io n , o f a l l  o f th e  fo rm e r 
com pany 's r i g h t s  u nde r a l l  ag reem en ts r e la t i n g  to  th e 
T ra n s -A la s k a  P ip e l in e  System , to  w h ic h th e fo rm e r 
company i s  a p a r t y , and a l l  r e a l o r p e rs o n a l p r o p e r ty
i n  w h ic h  th e fo rm e r company may have a c q u ire d  an* ow ne r­
s h ip  i n t e r e s t  p u rs u a n t to  such ag reem en ts , and 
u nd e r w h ic h  A s s ig nm e n t, Conveyance , and T ra n s fe r A g re e ­
ment M o b i l A la s k a  P ip e l in e  Company assumes a l l  u n d is ­
c h a rg e d o b l ig a t io n s  o f M o b il P ip e L in e  Company unde r 
any and a l l  o f th e  above m en tio n e d T ra n s -A la s k a  P ip e ­
l i n e  System a g re em en ts , to g e th e r w i t h  c e r t a in  s u p p o r t in g  
docum en ts , each d a te d  December 11 , 1973; and

( x i )  A s s ig nm e n t, C onveyance , and T ra n s fe r A g reem en t, 
d a te d Ja n u a ry 8 , 1974 , in  c o n n e c t io n  w i th  th e  t r a n s fe r  
b y U n io n O i l Company o f C a l i f o r n ia  to  Union A la s k a 
P ip e l in e  Company, a C a l i f o r n ia  c o r p o r a t io n , o f a l l  o f 
th e  fo rm e r com pany 's r ig h t s  u n d e r a l l  agreem en ts 
r e l a t i n g  to  th e  T ra n s -A la s k a  P ip e l in e  System to  
w h ic h th e  fo rm e r company i s  a p a r t y , and a l l  r e a l
o r p e r s o n a l p r o p e r t y  in  w h ic h th e  fo rm e r company 
may have a c q u ir e d  an ow ne rsh ip in t e r e s t  p u rs u a n t to  
such a g re em e n ts , and unde r w h ic h A ss ig nm en t, Convey­
ance and T ra n s fe r Agreem en t U n ion A la s ka P ip e l in e  
Company assumes a l l  u n d is c h a rg e d  o b l ig a t io n s  o f 
U n ion O i l Company o f C a l i f o r n ia  u n d e r any and a l l  
o f  th e  above m e n tio n e d T ra n s -A la s k a  P ip e l in e  System 
a g re em e n ts .

b . S a id ag reem en ts a re  r e f e r r e d  to  c o l l e c t i v e l y  as 
th e "O w ne rsh ip A g re em e n ts ." Each a f f e c te d  Lessee s h a l l d e l i v e r  
p ro m p t ly  to  th e  C omm iss io ne r t r u e  and c o r r e c t c o p ie s  o f a l l  
m o d i f ic a t io n s  o f th e  Ow ne rsh ip Agreem en ts and o f a l l  in s t ru m e n ts  
s u p e rs e d in g , s u p p le m e n tin g , c a n c e l l in g  o r r e s c in d in g , in  w ho le 
o r in  p a r t ,  any one o r more o f th e  Ow ne rsh ip Ag reem en ts .

c . In  th e  e v e n t Lessees e x e c u te  an O p e ra t in g  A g re e ­
m en t, as c o n te m p la te d  i n  S e c t io n  5 .1  o f th e  Agreem ent d e s c r ib e d  
in  S u b s e c t io n  " a " ( i )  above in  t h i s  s e c t io n , o r any l i k e  o r 
s im i la r  ag reem en t w i t h  re s p e c t to  th e o p e ra t io n , m a in te n a n ce o r 
te rm in a t io n  o f a l l  o r any p a r t o f th e  P ip e l in e , Lessees s h a l l 
p ro m p t ly  p r o v id e  th e  C omm iss ione r w i t h  a t r u e  and com p le te copy 
th e r e o f , to g e th e r w i t h  l i k e  c o p ie s  o f a l l  m o d i f ic a t io n s  o f ,  and 
a l l  ag reem en ts s u p e rs e d in g , s u p p le m e n tin g , c a n c e l l in g  o r 
r e s c in d in g , in  w ho le o r in  p a r t ,  th e  O p e ra t in g  Agreem en t o r 
any such l i k e  o r s im i l a r  ag reem en t.



32. R ig h ts  o f  T h ird  P a r t ie s

The p a r t ie s  h e r e to  do n u t in te n d  to  c re a te  any r ig h t s  
u n d e r t h i s  Lease th a t may be e n fo rc e d  by t h i r d  p a r t i e s  f o r  
t h e i r  own b e n e f i t  o r f o r  th e  b e n e f i t o f o th e r s .

33. C ovenan ts In d e p e n d e n t

Each co v e n a n t c o n ta in e d  i n  t h i s  Lease i s , and s h a l l 
be deemed to  b e , s e p a ra te  and in d e p e n d e n t o f , and n o t depen­
d e n t on , any o th e r c o v e n a n t c o n ta in e d  in  th i s  Lea se .

34. W a ive r n o t C o n t in u in g

The w a iv e r b y any p a r t y  h e re to  o f any b re a c h  o f 
any p r o v is io n  o f t h i s  Lease by any o th e r p a r t y  h e r e to , w h e th e r 
such w a iv e r be e x p re s s e d  o r im p l ie d , s h a l l n o t be c o n s tru e d  
to  be a c o n t in u in g  w a iv e r o r a w a iv e r o f . o r c o p s e n t t o ,  any 
sub sequen t o r p r i o r  b re a c h  on th e  p a r t o f such o th e r p a r t y , 
o f th e  same o r any o th e r p r o v is io n  o f t h i s  Lease .

35. Remedies C um u la t iv e ; E q u ita b le  R e l ie f

No rem edy c o n fe r r e d  b y t h i s  Lease upon o r re s e rv e d  
to  th e  S ta te  o r th e  Lessees i s  in te n d e d  to  be e x c lu s iv e  o f 
any o th e r remedy p r o v id e d  f o r  b y t h i s  Lease o r by la w , b u t 
each s h a l l be c u m u la t iv e  and s h a l l be in  a d d i t io n  to  e v e ry  
o th e r remedy g iv e n  h e re u n d e r o r now o r h e r e a f t e r  e x is t i n g  
i n  e q u i t y  o r a t la w ; and th e  S ta te , in  a p ro p e r a c t io n  
i n s t i t u t e d  by i t ,  may seek a dec re e a g a in s t a Lessee o r 
Lessees f o r  s p e c i f i c  p e r fo rm a n c e and in ju n c t i v e  o r o th e r 
e q u i ta b le  r e l i e f ,  as may be a p p r o p r ia te .

36o S e c t io n  H ead in p s

The s e c t io n  h e a d in g s in  t h i s  Lease a re  f o r  con ven ­
ie n c e  o n ly , and do n o t p u r p o r t t o , and s h a l l n o t be deewed to , 
d e f in e , l i m i t  o r e x te n d  th e  scope o r in t e n t o f  th e  s e c t io n  
to  w h ic h  th e y  p e r t a in .

37 . I n t e r p r e t a t i o n  o f  Lease

The a p p l ic a b le  la w  o f th e  S ta te  w i l l  be used in  
r e s o lv in g  q u e s t io n s  o f in t e r p r e t a t i o n  o f th e Lease .

38 . M u l t i p le  C op ie s

T h is  Lease s h a l l be e xe cu te d in  e ig h t (8 ) c o u n te r ­
p a r t s , each o f w h ic h  s h a l l be an o r i g i n a l ,  b u t a l l  o f w h ic h  
s h a l l c o n s t i t u t e  one and th e  same in s t ru m e n t .



39 . A u th o r i t y  to  E n te r Agreement

Each Lessee re p re s e n ts  and w a rra n ts  to  th e  S ta te  
t h a t (a ) i t  i s  d u ly  a u th o r iz e d  and empowered unde r th e  a p p l i c ­
a b le  law s o f th e s ta t e  o f i t s  in c o r p o r a t io n  and by i t s  c h a r te r 
and b y - la w s  to  e n te r i n t o  and p e r fo rm  t h i s  Lease in  a cco rd a n ce 
w i t h  th e  p r o v is io n s  h e r e o f ; (b ) i t s  b o a rd o f d i r e c t o r s  o r d u ly  
a u th o r iz e d  e x e c u t iv e  c om m itte e has d u ly  approved and has d u ly  
a u th o r iz e d  th e  e x e c u t io n , d e l i v e r y  and pe rfo rm ance o f t h i s  
Lease in s o f a r  as i t  p e r t a in s  to  the o b l ig a t io n s  o f t h a t  Le ssee ;
(c ) a l l  c o rp o ra te  and s h a re h o ld e r a c t io n  th a t may be n e c e s s a ry 
o r i n c i d e n t a l to  th e  a p p ro v a l o f t h i s  Lease , and th e  due 
e x e c u t io n  and d e l iv e r y  h e r e o f b y Lessee , has been ta k e n ; and
(d ) t h a t a l l  o f th e  fo r e g o in g  a p p ro v a ls , a u th o r iz a t io n s  and 
a c t io n s  a re  i n  f u l l  fo r c e  and e f f e c t a t th e  tim e o f th e  
e x e c u t io n  and d e l iv e r y  h e r e o f .

4 0 . E x h ib i t s ; In c o r p o r a t io n  o f C e r ta in  Documents 
b y R e fe re n c e ; O th e r E x h ib i t s

a . The e x h ib i t s  t h a t a re a tta c h e d  to  t h i s  Lease 
and t h a t a re  l i s t e d  b e lo w  i n  t h i s  s u b s e c t io n  a re , b y t h i s  
r e fe r e n c e , in c o rp o r a te d  i n t o  and made a p a r t o f t h i s  Lease as 
i f  th e  e x h ib i t s  w e re s e t f o r t h  h e re in  i n  t h e i r  e n t i r e t y :

( i )  S t ip u la t io n s  f o r  th e R ig h t-o f-W a y Lease f o r  
th e  T ra n s -A la s k a  P ip e l in e , b e in g  numbered 1 th ro u g h  
4 .1 ', in c l u s i v e , a t ta c h e d  h e re to  as E x h ib i t " A , "  
w h ic h  a re som e tim es r e fe r r e d  to  in  t h i s  Lease as 
th e  " S t i p u l a t i o n s . "  These p ro v is io n s  a re  in c lu d e d  
p u rs u a n t to  th e  p r o v is io n s  o f AS 3 8 .3 5 .1 2 0 (d ) 
w h ic h  r e q u i r e  te rm s and c o n d i t io n s  th a t a re  
re a s o n a b ly  n e c e s s a ry  to  o b l ig a t e  th e L e s s e e s , to  
th e  e x te n t re a s o n a b ly  p r a c t i c a b le , to  (A ) p re v e n t 
c o n f l i c t s  w i t h  o th e r e x is t in g  uses o f th e  la n d  
in v o lv in g  a s u p e r io r  p u b l ic  in t e r e s t ; (B ) p r o t e c t 
S ta te  and p r i v a t e  p r o p e r ty  in t e r e s t s ; (C ) p re v e n t 
any s i g n i f i c a n t  a d ve rse e n v iro nm e n ta l im p a c t , 
in c lu d in g  b u t n o t l im i t e d  to  th e e ro s io n  o f th e  
s u r fa c e  o f th e  la n d , and damage to  f i s h  and 
w i l d l i f e  and t h e i r  h a b i t a t ;  (D) re s to r e  and r e -  
v e g e ta te  d u r in g  th e  te rm  and a t te rm in a t io n  o f 
t h i s  Lease ; and (E ) p r o te c t th e  in t e r e s t s  o f 
in d iv id u a ls  l i v i n g  in  th e g e n e ra l a rea o f  th e  
R ig h t - o f -U a y  who r e l y  on f i s h ,  w i l d l i f e  and 
b i o t i c  re s o u rc e s  o f th e  a re a f o r  s u b s is te n c e  
p u rp o s e s .

( i i )  A r e fe r e n c e  to  th e  a p p l ic a t io n  f o r  a r i g h t -  
o f-w a y and a r e fe r e n c e  to th e accompanying a l i g n ­
m en t maps and s i t e  lo c a t io n  d raw ings f o r  th e  
P ip e l in e  a t ta c h e d  h e re to  as E x h ib i t " B . "



( i i i )  A d e s c r i p t i o n  o f  t h e  S t a t e  L a n d  in c lu d e d  
i n  t h e  G e n e r a l R o u te  a t t a c h e d  h e r e t o  as E x h i b i t

( i v )  A  d e s c r i p t i o n  o f  th e  R ig h t - o f - W a y , i n c l u d i n g  
a l l  r e l e v a n t  d im e n s io n s , f o r  R e la t e d  F a c i l i t i e s  
a t t a c h e d  h e r e t o  a s E x h i b i t  " D . "

b .  T h e  e x h i b i t s  t h a t  a r e  a t t a c h e d  t o  t h i s  L e a s e  
t h a t  a r e  l i s t e d  b e lo w  i n  t h i s  s u b s e c t io n  a r e  n o t  in c o r p o r a t e d  
i n t o ,  a n d  a r e  n o t  in t e n d e d  t o  b e made a p a r t  o f ,  t h i s  L e a s e .
T h e y  a r e  a t t a c h e d  h e r e t o  o n l y  f o r  i n f o r m a t i o n a l p u r p o s e s :

( i )  C o o p e r a t i v e  A g re e m e n t b e tw e e n  t h e  S t a t e  
o f  A la s k a  a n d  t h e  U n i t e d  S t a t e s  D e p a r tm e n t o f  
I n t e r i o r  r e g a r d i n g  t h e  P ro p o s e d  T r a n s - A la s k a  
P i p e l i n e  a t t a c h e d  h e r e t o  as E x h i b i t  " E . "

( i i )  D o c um e n ts d e le g a t i n g  c e r t a i n  r e s p o n s i b i l -  
t i e s  a n d  a u t h o r i t y  o f  th e  C o m m is s io n e r o f  
N a t u r a l R e s o u r c e s  t o  a P i p e l i n e  C o o r d i n a t o r  
a t t a c h e d  h e r e t o  as E x h i b i t  " F . "

4 1 . L e a s e  N o t a W a iv e r o f  A n y S t a t e  R e g u la t o r y  P ow e r

T h i s  L e a s e  a n d  t h e  c o v e n a n ts  c o n t a i n e d  h e r e i n  s h a l l  
n o t  b e i n t e r p r e t e d  as a l i m i t  o n  th e  e x e r c i s e  b y  t h e  S t a t e  o f  
A la s k a  o f  a n y  p o w e r c o n f e r r e d  b y  v a l i d  s t a t u t e  o r  r e g u l a t i o n  
t o  p r o t e c t  t h e  e n v i r o n m e n t ,  h e a l t h ,  s a f e t y ,  g e n e r a l w e l f a r e ,  
l i v e s ,  o r  p r o p e r t y  o f  t h e  p e o p le  o f  t h e  S t a t e  o f  A la s k a .

4 2 . B i n d i n g  E f f e c t  o f  C o v e n a n ts

T h e  p a r t i e s  a c k n o w le d g e  t h a t  a l l  c o v e n a n t s  o f  t h i s  
L e a s e  a r e  r e q u i r e d  b y  t h e  C o m m is s io n e r . B y e n t e r i n g  i n t o  t h i s  
L e a s e , e a c h  L e s s e e  i s  b o u n d  b y  s u c h  c o v e n a n t s  t o  th e  f u l l  e x t e n t  
o f  t h e  p o w e r o f  t h e  S t a t e  t o  im p o s e  th e  c o v e n a n t s  u n d e r i t s  
a u t h o r i t y  a s o w n e r o f  t h e  la n d  h e r e i n  le a s e d  o r  u n d e r i t s  
p o l i c e  o r  r e g u l a t o r y  p o w e rs  o r  o t h e r w i s e ;  p r o v i d e d  t h a t  t h e  
r i g h t s  o f  a n y  o r  a l l  L e s s e e s  t o  c h a l l e n g e  t h e  p o w e r o f  t h e  
S t a t e  t o  r e q u i r e  a n y  o f  t h e s e  c o v e n a n ts  a s o w n e r o f  t h e  la n d  
h e r e i n  le a s e d  o r  u n d e r i t s  p o l i c e  o r  r e g u l a t o r y  p o w e rs  o r 
o t h e r w i s e  i s  p r e s e r v e d  u n t i l  s u c h  t im e  a s a c t i o n  t o  e n fo r c e  
t h e  c o v e n a n t i s  t a k e n  b y  t h e  S t a t e .  B e f o r e  c om m e n c in g  a n y s u c h  
a c t i o n  t h e  C o m m is s io n e r s h a l l  g i v e  a l l  L e s s e e s  w r i t t e n  n o t i c e  
o f  i n t e n t  t o  e n f o r c e ,  a n d  h e  s h a l l  n o t  comm ence e n fo r c e m e n t 
p r o c e e d in g s  u n le s s  L e s s e e s  h a v e  f a i l e d  t o  i n i t i a t e  good f a i t h  
e f f o r t s  t o  c o m p ly  w i t h  t h e  n o t i c e  w i t h i n  t h i r t y  ( 3 0 ) d a y s o f  
s a i d  n o t i c e .  C o m p l ia n c e  w i t h  a n y  c o v e n a n t o r  w i t h  a n y  s u c h  
n o t i c e  b y  a n y  o r  a l l  L e s s e e s , s h a l l  n o t  c o n s t i t u t e  a w a iv e r  
o f  i t s  o r  t h e i r  r i g h t s  t o  c h a l l e n g e ,  f r o m  t im e  t o  t im e , t h e  
p o w e r o f  t h e  S t a t e  t o  r e q u i r e  o r  t o  e n f o r c e  t h e  same o r  a n y  
o t h e r  c o v e n a n t i n  a n y s u b s e q u e n t a c t i o n  t o  e n f o r c e  ta k e n  b y  
t h e  S t a t e .  A j u d i c i a l  f i n d i n g  t h a t  a n y o f  th e s e  c o v e n a n ts  i s



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

IN  W ITNESS WHEREOF, t h e  p a r t i e s  h e r e t o  h a v e  d u l y  e x e c u t e d  
t h i s  L e a s e  a s o f  t h e  d a t e  f i r s t  a b o v e  w r i t t e n .
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A l a s k a  S t a t u t e s

Title 31. O i l  a n d  G a s .

C h a p te r
05. A la sk a  O il a n d  G as C o nserva tion  A ct (§§ 31.05.005 — 31.05.170) 
15. C om m on P u rc h a se rs  of Oil (§§ 31.15.010 —  31.15.050)
30. M isce llan eous P rovisions t§ 31.30.010)

ReviBor’s note9. —  The provisions of S L A  1982, and to m a k e  other, minor word 
this title were redrafted in 1985 to remove changes, 
personal pronouns pursuant to § 4, ch. 58.

C h a p te r 05 . A la s k a  O i l a n d  G a s C o n s e r v a t io n  A c t

A rtic le
1. Administration (§§ 31.05.005 •—  31.05.080)

2. Regulation of Operations (§§ 31.05.090 —  31.05.120)

3. General Provisions (§§ 31.05.150 —  31.05.170)

Revisor’s notes. —  Under sec. 5, ch. 
158, S L A  1978, references in this chapter 
to the Department of Natural Resources 
have been changed to Alaska Oil and Gas 
Conservation Commission, except in A S  
31.05.026.

Opinions of attorney general. —  This

chapter, which mandates the conservation 

of oil and gas and prohibits their waste, 

would not be contravened by a local 

coastal m a n a g e m e n t  plan which comports 

with the Alaska Coastal Management 

Program. M a y  12,1980. Op. Att’y Gen.

A rtic le  1. A d m in is t r a t io n .

Section

05. Alaska Oil and Gas Conservation 

Commission created 

07. T e r m  of office; vacancy; removal 

09. Qualifications of members

11. Q u o r u m  

13. Oath of office

15. Compensation of members of the c o m­

mission 

17. Principal office; seal 

21. Legal counsel 

23. Commission staff

25. Conflict of interest

Section

26. Relationship to Department of Natu­

ral Resources

27. Land subject to commission's author­
ity

30. Powers and duties of commission 

35. Confidential reports 

40. Regulations and orders 

50. Notice

60. Action by commission 

70. Attendance and testimony of wit­

nesses

80. Rehearings and appeals



§ 31.05.005 A l a s k a  S t a t u t e s § 31.05.009

S ec . 31 .05 .005 . A la s k a  O il a n d  G a s  C o n s e r v a t io n  C o m m iss io n  
c re a te d ,  (a) T h e re  is created  as an  in d ep en d en t quasi-jud ic ia l agency 
o f th e  s ta te  th e  A laska  Oil and  G as C o n se rv a tio n  C om m ission, 
com posed o f th re e  com m issioners ap p o in ted  by  th e  governor and  
confirm ed by th e  le g is la tu re  in jo in t session .

(b) T he  g o v e rn o r sha ll designa te  one m e m b e r o f th e  com m ission a s  
ch a irm an  o f th e  com m ission. This m em ber sh a ll  se rve  a s  cha irm an  for 
a te rm  o f fo u r y e a rs , bu t m ay be appoin ted  for successive term s. (§ 1 
ch 158 SLA 1978)

S ec . 31 .05 .00 7 . T e rm  o f  o ffice; v a c a n c y ;  re m o v a l ,  (a) T he te rm  
T l&>? ° f  office of e ac h  m em b er is six years. The g overn o r ohall desig n a te 1 t r h o 

' am ong frhe 'i m tred-eppobrtc c s sh a l l 's erve. rcapEcfeirc ly f o r te rm s of t i ro
y ear s , f ru r-y e a ra  a n d-aiw yearn. A com m issioner, upon the  e xp ira tio n  
of a  te rm , s h a ll  con tinu e  to hold office u n ti l  a  successor is appoin ted  
and qu alified .

(b) A  vacan cy  a ris in g  in  the  office of a  com m issioner sha ll be filled  
by a p p o in tm e n t by th e  governor and  confirm ed  by th e  leg is la tu re  in  
jo in t session , a n d  a n  appoin tee selected  to fill a  vacancy sh a ll hold  
office for th e  b a la n c e  of th e  full te rm  for w h ich  th e  predecessor on th e  
com m ission w a s  appoin ted .

(c) A v acan cy  in  th e  com m ission does no t im p a ir  th e  au th o rity  of a  
quorum  of com m issioners to exercise a ll th e  pow ers and  perform  a ll 
the  d u tie s  of th e  com m ission.

(d) T he  g o v e rn o r  m ay rem ove a  com m ission er from office for cause  
inc lud ing  b u t  n o t lim ited  to incom petence , neg lec t of d u ty  o r 
m isconduct in  office. A com m issioner, to  be rem oved  for cause, sh a ll be 
given a  copy o f  th e  charges and  afforded a n  o p p o rtu n ity  to be pub licly  
heard  in  p e rso n  o r by counsel in  th e  com m issioner’s own defense upon 
not less th a n  10 d a y s’ notice. If  a  com m issioner is rem oved for cause , 
the  g o v ern o r s h a ll  file w ith  th e  l ie u te n a n t  governor a com plete 
s ta te m e n t o f a ll  charges m ade a g a in s t  th e  com m issioner and  th e  
governor’s f in d in g  based on th e  charg es , to g e th e r  w ith  a  com plete 
record o f th e  p roceed ings. (§ 1 ch 158 SLA  1978)

S ec . 31 .05 .009 . Q u a lif ic a t io n s  o f  m e m b e r s .  M em bers sh a ll be 
qualified  a s  follows: one m em ber sh a ll be a  licensed professional 
e ng in ee r w ith  edu ca tio n a l and professional b ack g ro u n d  in th e  field o f 
petro leum  e n g in e e rin g ; one m em ber sh a ll  be a  geologist w ith  educa­
tional an d  p ro fess io n a l background  in  th e  fie ld  of p etro leum  geology; 
one m em b er n e e d  not be tra in e d  and  experienced  in  the  fields o f 
p etro leu m  e n g in e e r in g  o r petro leum  geology. (§ 1 ch 158 SLA 1978)
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Sec. 31.05.010. Application. [Repealed, § 4 ch 158 S L A  1978.]

Sec. 31.05.011. Q u o ru m . Two m em bers of th e  com m ission consti­
tu te  a quorum  for th e  tra n sa c tio n  of bu siness , for th e  perform ance of a 
du ty , or for th e  exerc ise  o f a  power o f th e  com m ission. (§ 1 ch 158 SLA 
1978)

Sec. 31.05.013. O a th  o f  o ffice . E ach  com m issioner, before e n te r ­
ing upon th e  d u tie s  of office, sh a ll ta k e  a n d  sub scribe  to th e  o a th  
prescribed for p rin c ip a l officers o f th e  s ta te . t§ 1 ch 158 SLA 1978)

Sec. 31.05.015. C o m p e n s a t io n  o f  m e m b e r s  o f  th e  c o m m is s io n . 
M em bers of th e  com m ission a re  in  th e  exem p t serv ice and  sh a ll 
receive an  a n n u a l sa la ry . (§ 1 ch 158 SLA  1978)

S ec . 31.05.017. P r in c ip a l  o ffice ; s e a l ,  (a) T he  com m ission sh a ll 
e stab lish  a p rin c ip a l office and b ran ch  offices n ecessa ry  to d isch a rg e  
its  business effic ien tly . F or the  convenience o f th e  public  or of p a r t ie s  
to a proceeding th e  com m ission m ay  hold m eetin gs , h ea rin g s o r o th e r  
proceedings a t  o th e r  locations.

(b) The com m ission  sh a ll have a n  official sea l. (§ 1 ch 158 SLA 
1978)

Sec. 31.05.020. [Renumbered as A S  31.05.095.]

Sec. 31.05.021. L e g a l  c o u n s e l , (a) T he  D e p a r tm e n t of L aw  sh a ll 
provide fu ll-tim e leg a l counsel to  th e  com m ission . T he legal counsel 
provided by th e  D e p a rtm e n t of Law  is sub jec t to th e  approval o f th e  
commission.

(b) The com m ission m ay, subject to  th e  app rov al of th e  a tto rn e y  
general, co n trac t for th e  serv ices of a d d itio n a l specialized legal 
counsel or legal c o n su ltan ts . (§ 1 ch 158 SLA  1978^

S ec. 31.05.023. C o m m is s io n  s ta f f ,  (a) T he  com m ission sh a ll  em ­
ploy such s ta f f  as i t  considers necessary  to  c a rry  o u t its  resp o n s ib ili­
ties.

(b) The p rofessional s ta ff  of th e  com m ission  and  the  p e rso n a l 
secre ta ry  of each  com m issioner a re  in  th e  exem p t serv ice u n d e r  AS 
39.25.110.

(c) The se c re ta r ia l and  clerical s ta f f  o f th e  com m ission , excep t th e  
personal se c re ta ry  o f each  com m issioner, a re  in  th e  classified  se rv ice .

(d) In  add itio n  to i ts  s ta ff  of re g u la r  em ployees, th e  com m ission m ay  
con trac t for a n d  engage  the  serv ices o f c o n s u lta n ts  and  e x p e rts  th e  
com m ission considers necessary. (§ 1 ch 158 SLA  1978)

!) 31.05.010 O il a n d  G a s  § 31.05.023
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§ 31.05.025 A l a s k a  S t a t u t e s § 31.05.027
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S e c , 31 .05 .025 . C o n f l ic t  o f  i n t e r e s t  (a) M em bers a n d  em ployees 
o f th e  com m ission , excep t c le rica l and  secre ta ria l staff, a re  su b jec t to 
AS 39.50.

(b) A m e m b e r o f the  com m ission  is d isqualified  from  v o tin g  upon 
a n y  m a t te r  before th e  com m ission in w hich  the m em ber h as  a  conflict 
o f in te re s t. (§ 1 ch 158 SLA 1978)

S e c . 31 .05 .026 . R e la t io n s h ip  to  D e p a r tm e n t  o f  N a tu r a l  R e ­
s o u r c e s .  (a) T h e  D e p a rtm e n t of N a tu ra l R esources s h a ll  have 
s ta n d in g  befo re  th e  com m ission to  ra ise  all issues r e la t in g  to  s ta te -  
ow ned lan d  w ith o u t  regard  to th e  type o f p roprie ta ry  in te re s t  held  by 
th e  s ta te  in  t h a t  land .

(b) W ith  re sp ec t to fed era l lan d  from  w hich th e  s ta te  o r any  
su b d iv is io n  o f  th e  s ta te  is e n title d  u n d er federal law  to receive  a  sh a re  
of th e  fed era l ro y a lty  in te re s t, th e  D epartm en t of N a tu ra l  R esources 
sh a ll h av e  th e  sam e  s ta n d in g  before the  com m ission a s  if  i t  w ere  th e  
ho ld er o f th e  e q u iv a le n t ro y a lty  in te re s t.

(c) W h en  b o th  th e  D e p a r tm e n t of N a tu ra l R esources a n d  th e  
com m ission  h av e  th e  a u th o r ity  to requ ire , and  do re q u ire , th e  
su b m issio n  o f su b s ta n tia l ly  th e  sam e  inform ation  from p erso ns subject 
to  th is  c h a p te r , th e  com m ission, in  o rder to a llev ia te  th e  a d m in is tra ­
tive  b u rd e n s  p laced  on those  persons, m ay  by reg u la tio n  e n te r  in to  a n  
a g re e m e n t w ith  th e  D e p a rtm e n t o f N a tu ra l Resources w h ereb y  e ith e r  
th e  com m ission  o r th e  D e p a rtm e n t of N a tu ra l R esources sh a ll  h ave  
th e  re sp o n s ib ility  to  collect th e  in fo rm atio n  law fully req u ire d  by both .

(d) F o r b u d g e t a n d  a u d it  p roced u res and  considera tions, th e  com ­
m issio n  sh a ll  h av e  th e  sam e s ta n d in g  as any  o th er m a jo r s ta te  agency. 
W h en ev e r p rac tica b le  th e  com m ission m ay e n te r  in to  s ta te  in te r ­
agency  a g re e m e n ts  con cern ing  a d m in is tra tiv e , em ployee re la tio n s , 
and  fiscal d u tie s .

(e) T h e  D e p a r tm e n t o f N a tu ra l  Resources sha ll h av e  th e  sam e 
s ta n d in g  (no m ore  o r less) before th e  com m ission as g ra n te d  by  law  to 
any  o th e r  p ro p r ie ta ry  in te re s t. (§ 1 ch 158 SLA 1978)

S « m  31 .05 .027 . L a n d  s u b je c t  to  c o m m is s io n ’s  a u t h o r i t ^ J f e t f  
au th o rity *«L (th e  com m ission app lies  to a ll land  in th e  s t^ J^ tS w fu lly  
sub jec t to  i ts  pofieejjovvers. I t  ap p lies  to land  of th e j jw i te a  S ta te s  o r to 
lan d  su b jec t to  th e  ju n S d ic iio n  o f the  U nitejL Sttftes on ly  to th e  e x te n t 
t h a t  con tro l a n d  su p e rv is io it^ sL g p » s^ rv a tio n  of o il and  g as  and  
p rev e n tio n  o f w a s te  by th e U i» t6 a o t£ te < ju r i t s  lan d  fa ils  to c a rry  o u t 
th e  in te n t  a n d  puropaeS^of th is  chapter/'cfT idvijthenvise ap p lie s  to 
fed era l l a n d <> e ' ,,'f a r  as a n  officer o f the  U m te itK ^ a te s  h av in g  
ju r is d ip tw lf jo r  a n  au tho rized  rep re se n ta tiv e , sh a ll approve'Enw i^ofthe 
p rov is io ns o f  th is  ch a p te r o r o rd e rs  o f th e  com m ission w h ich  aFT&e*
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S e c . 3 1 .05 .030 . P o w e rs  a n d  d u t ie s  o f  c o m m is s io n , (a) T he  
com m ission  h a s  jurisd iction  and a u th o r ity  over a ll persons an d  
p ro p erty , p u b lic  an d  private, necessary  to c a r ry  ou t th e  pu rposes an d  
in te n t  o f th i s  c h ap te r.

(b) T h e  com m ission  shall in v estig a te  to d e te rm in e  w h e th e r  or n o t 
w aste  e x is ts  o r is  im m inent, or w h e th e r or n o t o th e r facts e x is t  w hich 
ju s tify  o r re q u ire  action by it.

(c) T h e  com m ission  shall adopt re g u la tio n s  and  o rd ers and  ta k e  
o th e r  a p p ro p r ia te  action to carry  ou t th e  pu rposes o f th is  chap ter.

(d) T h e  com m ission  may require
(1) id e n tif ic a tio n  of ownership of w ells, p roducing  leases, tan k s , 

p la n ts  a n d  d r il l in g  structures;
(2) th e  m a k in g  and  filing of reports, w ell logs, d rillin g  logs, e lectric  

logs, lith o lo g ic  logs, directional su rv eys , a n d  all o th e r  sub su rface  
in fo rm a tio n  on  a  well drilled for oil or gas , or fo r the  discovery  of oil or 
gas, o r fo r geologic inform ation, a n d  th e  req u ired  rep o rts  a n d  
in fo rm a tio n  sh a ll  be filed w ith in  30 d ays a fte r th e  com pletion , 
a b a n d o n m e n t, or suspension of th e  well;

(3) th e  d r il lin g , casing and p lugging  o f w ells in  a m a n n e r  th a t  w ill 
p re v e n t th e  escape of oil or gas o u t of one s tra tu m  in to  a n o th e r , th e  
in tru s io n  o f  w a te r  into an  oil or gas s t r a tu m , the  p o llu tion  o f fresh  
w a te r  su p p lie s  by oil, gas or sa lt w a te r, a n d  p rev e n t blow outs, cavings, 
seepages a n d  fires;

(4) th e  fu rn ish in g  of a reasonable  bond w ith  su ffic ien t su re ty  
cond itions fo r th e  perform ance o f th e  d u ty  to p lug  each  dry  o r 
aban d o n ed  w ell o r th e  repa ir of w ells cau sin g  w aste;

(5) th e  o p e ra tio n  of wells with e ffic ien t gas-oil and w ater*oil ra tio s , 
and  m ay  fix th e se  ratios;

(6) th e  g a u g in g  or o ther m easuring  o f oil a n d  gas to  d e te rm in e  th e  
q u a lity  a n d  q u a n t i ty  of oil and gas;

(7) ev e ry  p erso n  who produces oil or g as  in  the  s ta te  to keep  and  
m a in ta in  for a  period  of five years in  th e  s ta te  com plete a n d  a cc u ra te  
records o f th e  q u an titie s  of oil and  g as  produced, w hich  sh a ll be 
a v a ila b le  for ex am in ation  by the D e p a rtm e n t o f N a tu ra l R esources o r 
its  a g e n ts  a t  a ll  reasonable  times;

(8) th e  m e a s u r in g  and m onitoring  of oil a n d  g as  pool p ressu res ;
(9) th e  f il in g  and  approval of a p la n  o f developm ent and  op era tio n  

for a  fie ld  o r pool in  order to p reven t w a s te , in su re  a g re a te r  u ltim a te  
recovery  o f o il an d  gas, and protect th e  co rre la tiv e  r ig h ts  o f persons 
ow ning  in te re s ts  in  th e  trac ts  o f la n d  affected.

(e) T h e  com m ission  may regu la te , for con servation  purposes
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(1) th e  d rillin g , producing and p lu g g in g  o f  w ells;
(2) th e  shooting  and chem ical t r e a tm e n t  o f w ells;
(3) th e  spacing of wells;
(4) th e  disposal of s a lt  w ater, n o n p o ta b le  w a te r  an d  oil field w astes;
(5) th e  con tam ination  or w aste  o f u n d e rg ro u n d  w ater;
(6) th e  q u a n tity  and  ra te  o f th e  p ro d u c tio n  of oil a n d  gas from a well 

o r p ro p erty ; th is  au th o rity  sh a ll a lso  app ly  to a w ell or p roperty  in  a 
v o lu n ta ry  cooperative or u n it  p la n  o f d ev e lo p m en t or opera tion  
e n te re d  in to  in  accordance w ith  AS 3 8 .0 5 .180(p).

(f) T h e  com m ission m ay c lassify  w ells as o il or gas w ells for 
p u rp o ses  m a te ria l to  th e  in te rp re ta tio n  or en fo rcem en t of th is  chap ter.

(g) W h en  the  com m ission fin d s  su ffic ien t likelihood of an 
u n ex p ected  encounter of oil, gas, o r  o th e r  h aza rd o u s  substance  as a 
re s u lt  o f  w ell d rilling  in  an a re a  o f th e  s ta te ,  the  com m ission m ay , by 
re g u la tio n , designate  th e  a re a  and  specify  a  dep th  in the  a re a  as one 
in  w h ich  w ells or any  boring in to  th e  soil in  excess of th e  specified 
d ep th  b u t  not o therw ise s. bject to  th is  c h a p te r  a re  subject to  the 
re g u la tio n s  and  req u irem en ts  ad o p ted  u n d e r  th is  section. T he desig ­
n a tio n  o f an  a rea  or specification of a  d ep th  u n d e r  th is  subsection  does 
n o t c o n s ti tu te  a certification  th a t  no  h aza rd o u s  su bstance  w ill be 
e n c o u n te red  in ano th e r area  or a t  a  le sse r  d ep th , a n d  the  s ta te  is  not 
liab le  for any  dam ages a ris in g  from su c h  a n  unexpected  enco u n te r o f a 
h az a rd o u s  substance.

(h) T h e  com m ission m ay ta k e  a ll  a c tio n s  necessary  to allow  the  
s ta te  to  acq u ire  p rim ary  en fo rcem en t resp o n s ib ility  u n der 42 U.S.C. 
300h-4  (Safe D rink ing  W ater A ct o f  1974, as am ended , 42 U.S.C. 
300f-300j), for the  control of u n d e rg ro u n d  in jec tion  re la te d  to the  
recovery  a n d  production of oil an d  n a tu r a l  gas. (§ 4 ch 40 SLA 1955; 
am  § 2 ch  75 SLA 1960; am  § 1 ch 2 0 9  SLA  1970; am  § 1 ch 87 SLA 
1977; am  §§ 1 ,2  ch 160 SLA 1978; a m  § 1 ch 91 SL A  1984)

Effect of amendments. —  The 1984 

a m e n d m e n t  added subsection (h).

S e c . 31.05.035. C o n f id e n tia l  r e p o r t s ,  (a) F o r a ll wells for w hich a 
p e rm it to  d rill h a s  been  issued by th e  com m ission  since J a n u a ry  3, 
1959, th e  com m ission m ay  requ ire;

(1) th e  m ak ing  and filing  of rep o rts , w ell logs, d r illin g  logs, e lectric  
logs, litho logic  logs, d irec tio n a l su rv e y s , a n d  a ll o th er subsurface  
in fo rm a tio n  on a well d rilled  for oil o r g as , or for th e  discovery of oil or 
gas , or for geologic inform ation ; and

(2) th e  filing of flow te s t in fo rm atio n  and  a ll logs, except experi­
m e n ta l logs and velocity su rveys ru n  on a  w ell and  n o t requ ired  by (1) 
of th is  subsection;
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(3) th e  o p e ra to r to m ake av a ilab le  for copying the  dig itized  log 
in fo rm a tio n , if  i t  is available , on any  log requ ired  to be filed under (1) 
o r (2) o f  th is  subsection.

(b) R ep o rts  and  inform ation req u ired  under (a)(1) and  (2) of this 
sec tio n  sh a ll  be filed w ith in  30 days a f te r  the  com pletion, abandon­
m e n t, o r su spensio n  of a well. H ow ever, u nder (a)(1) of th is  section, 
th e  com m ission  m ay not requ ire  th e  m ak in g  of a log on a  well 
com p le ted , abandoned or suspended before J u n e  19,1970.

(c) T h e  rep o rts  and inform ation  req u ired  in (a) of th is  section shall 
be k e p t  confiden tia l for 24 m onths follow ing th e  30-day filing  period 
u n le s s  th e  ow ner of the well gives w ritte n  perm ission to re lease  the 
re p o r ts  a n d  inform ation a t  an  e a r lie r  date . I f  the com m issioner of 
n a tu r a l  resou rces finds th a t  th e  req u ired  repo rts  and  inform ation 
c o n ta in  s ig n ifica n t inform ation re la t in g  to th e  v aluation  of unleased 
la n d  in  th e  sam e vicinity, the  com m issioner sh a ll keep the  repo rts  and 
in fo rm a tio n  confidential for a rea so n ab le  tim e a fte r  the  disposition of 
a ll  a ffec ted  u n leased  land, un less the  ow ner of the  well g ives w ritten  
p e rm iss io n  to release  the  reports and  in fo rm ation  at an  e a r lie r  date. 
W ell location , depth , s ta tu s  and  p roduction  d a ta  and  production 
re p o r ts  req u ire d  by the com m ission to be filed subsequen t to  the 30- 
d ay  filin g  period  shall be considered pub lic  inform ation  and  shall not 
be c la ss ified  confidential. Production d a ta , as used  in th is  subsection, 
m e a n s  volum e, g rav ity  and  gas-oil ra tio  of a ll production o f oil or gas 
a f te r  th e  w ell begins reg u lar production.

(d) E n g in ee rin g , geological, and  o th e r  inform ation  not requ ired  by
(a) o f th is  section  bu t v o lu n tarily  filed w ith  th e  com m ission shall be 
k e p t con fid en tia l if  the person filing  th e  in fo rm ation  so requests.

(e) N o tw ith s tan d in g  (c) of th is  section , c la im s of confiden tia lity  will 
be d en ied  for inform ation disclosed to  the  com m ission u nd er AS 
31 .05 .030(h ) th a t  is required  to be disclosed u n d e r 42 U.S.C . 300h-4. 
(§ 2 ch 209 SLA 1970; am  §§ 3 — 6 ch  160 SLA  1978; am  § 86 ch 6 
S L A  1984; am  § 2 ch 91 SLA 1984)

Effect of amendments. —  The first 

1984 amendment, in the second sentence 

in subsection (c), inserted "of natural 

resources" and substituted "the commis­

sioner" for "he” near the middle of the 

sentence.

T h e  second 1984 amendment added 

subsection «e).

N O T E S  T O  D E C I S I O N S

Cited in H a m m o n d  v. North Slope 

Borough. Sup. Ct. Op. No. 2499 (File Nos. 

5550,5558), 645 P.2d 750 (1982).
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S ec . 31.05.040. R e g u la t io n s  a n d  o rd e r s . (a> The com m ission  
shall adopt reg u la tio n s  govern ing  practice and procedure before it 
un der th is  chap ter.

(b) All o rders issued  by th e  commission shall be in w ritin g , sh a ll be 
en tered  in  full a n d  indexed  in books kept by the  com m ission for th a t  
purpose, and  sh a ll be pub lic  records open for inspection a t  a ll  tim es 
d u rin g  reaso nab le  office hours. A copy of an  o rder certified  by th e  
com m ission, u n d er its  se a l, sh a ll be received in evidence in  a ll co u rts  
of the  s ta te  w ith  th e  sa m e  efiect as the  orig inal. (§ 9( 1) a n d  (5) ch 40 
SLA 1955)

Cross references. —  For administra­

tive procedures generally, see A S  44.62.

Sec. 31.05.050. N o tic e , (a) A notice requ ired  by th is  c h a p te r  sh a ll 
be given in accordance w ith  the  A dm in istra tive  P rocedure A ct (AS 
44.62).

(b) P rocedures to be followed under <a) of th is  section do n o t app ly  if  
th e  n a tu re  of th e  notice is not of a statew ide o r g eneral app lica tion  b u t 
is concerned only w ith  o p era tio n s  on a single well or w ith in  a  s in g le  
field and  the  m od ification  of procedure is w ith in  the  a u th o r ity  
delegated  to  the  com m ission  u n d er AS 31.05.030. A notice req u ired  by 
th is  c h a p te r  sh a ll be g iven  by one publication in  a n ew sp ap e r 
pub lished  in  th e  borough  in w hich the  h ea rin g  is to be held, o r if  none 
is pub lished  in th e  bo roug h , in  a new spaper published  in th is  s ta te  
and  c ircu la tin g  w ith in  th e  borough, and posted in a t  lea s t one public  
p lace w ith in  th e  borough, a t  least 10 days before th e  d a te  o f th e  
hea rin g . T he notice sh a ll  be issued in the nam e of th e  s ta te , sh a ll be 
signed by th e  com m ission , and  shall specify th e  s ty le  and  n u m b e r of 
th e  proceeding, th e  tim e  and  place of the  h ea rin g , and  sh a ll b rie fly  
s ta te  th e  purpose of th e  proceeding. The com m ission m ay a lso  give, o r 
req u ire  th e  g iv ing  of, ad d itio n a l notice in a proceeding, o r c lass of 
proceeding, w hich it con sid ers  necessary or desirab le . (§ 9(4) ch 40 
SLA 1955; am  § 1 ch 190 SLA  1968; am  § 1 ch 87 SLA 1969)

Sec. 31.05.060. A c tio n  b y  c o m m iss io n , (a) The com m ission m ay  
ac t upon i ts  own m otion , o r upon the  petition of an  in te re s ted  person. 
On the  filing  of a p e titio n  concerning  a m a tte r  w ith in  the  ju risd ic tio n  
of the  com m ission u n d e r  th is  chap ter, the  com m ission sha ll p ro m ptly  
fix a  d a te  for a  h e a rin g , and  sh a ll cause notice of the  h e a r in g  to be 
given. T he h ea rin g  sh a ll be held  w ithou t undue delay  a fte r  th e  filing  
of the  p e tition . The com m ission  shall e n te r  i ts  o rder w ith in  30 d ay s 
a fte r  the  h ea rin g .

(b) E xcep t as p rov ided  in  th is  subsection, any action  by th e

8
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com m ission u n d e r  th is  chap ter th a t  has s t e v .v id e  o r g enera l app lica­
tion sh a ll  be perform ed  in accordance w itls th e  A d m in is tra tiv e  
P rocedure  A c t (A S 44.62). Any action  by th e  com m ission u n d er th is  
c h a p te r  th a t  h a s  app lica tio n  to a sing le  w ell o r s in g le  field need no t 
com ply w ith  th e  p rov isions of AS 44.62.330 — 44.62.630, bu t sha ll be 
perform ed  in  accordance  w ith  reg u la tio n s  o f  th e  com m ission designed 
to afford  p erso n s affected  by the  action n o tice  a n d  a n  opp o rtu n ity  to be 
h ea rd . (§ 9(6) ch 40  SLA 1955; am  § 7 ch 160 SLA  1978)

Collateral references. —  58 C.J.S.,

Mines and Minerals, § 2-12.

S e c . 31 .05 .070 . A t te n d a n c e  a n d  t e s t im o n y  o f  w itn e s s e s , (a) The 
com m ission  m a y  sum m on w itnesses, a d m in is te r  o ath s, and  req u ire  
the  p ro duction  o f records, books and d o cu m en ts  for exam in ation  a t  a 
h e a rin g  or in v e s tig a tio n  conducted by it. A p erso n  m ay not be excused 
from a tte n d in g  a n d  testify ing , o r from p ro d u c in g  books, papers and  
records before th e  com m ission or a co u rt, or from  obedience to th e  
subpoena  of th e  com m ission  or a court, on th e  g ro u n d  or for th e  reason  
th a t  th e  te s tim o n y  o r evidence, d o cu m en ta ry  o r o therw ise, req u ired  of 
th a t  person  m a y  tend  to inc rim in a te  o r  su b jec t th a t  person to a 
p e n a lty  o r fo rfe itu re . This section does n o t re q u ire  a  person to produce 
books, p ap e rs  o r records, or to testify  in  resp o n se  to an  inq u iry  n o t 
p e r t in e n t  to som e question  law fu lly  before th e  com m ission or cou rt for 
d e te rm in a tio n . A  n a tu ra l  person is not su b je c t to  c rim in a l prosecu tion  
or to  a  p e n a lty  o r forfeiture  for or on a cc o u n t of any  tra n sa c tio n , 
m a t te r  o r th in g  concerning  w hich, in s p ite  o f objection, th a t  person  
m ay  be  re q u ire d  to testify or produce evidence, docu m en tary  or 
o th e rw ise , before  th e  com m ission or c o u rt, o r in  obedience to its  
subpoena . H o w ev er, a person tes tify in g  is  n o t exem pt from prosecu­
tion  a n d  p u n is h m e n t  for p e iju ry  com m itted  in  so testify ing .

(b) I f  a  p e rso n  fa ils  or refuses to com ply w ith  th e  subpoena issued  by 
the  com m ission , o r  refuses to testify  as to  a n y  m a tte r  reg a rd in g  w hich 
the  person  m a y  b e  in te rro g a ted , any  c o u rt o f record  in  the  s ta te , upon 
ap p lica tio n  o f th e  com m ission, m ay issue  a n  a tta c h m e n t for th e  person  
and  com pel t h a t  person  to com ply w ith  th e  subpoena, and  a tte n d  
before th e  com m ission  and produce the  reco rd s, books, and  docum en ts 
for e x a m in a tio n , and  give testim on y . T h e  co u rt m ay p u n ish  for 
c on tem p t a s  in  th e  case of d isobedience to  a subp oena  issued by th e  
cou rt, o r for re fu sa l to testify  in court. (§ 10 ch 40  SLA 1955)

t h e
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S e c . 31.05.080. R e h e a r in g s  a n d  a p p e a ls , (a) W ith in  20 d ay s 
a fte r w ritten  notice o f th e  e n try  o f  an  order or decision  o f th e  
com m ission, or such  fu r th e r  tim e  a s  th e  commission g ra n ts  for good 
cause show n, a person  affected  by i t  m a y  file with th e  com m ission  an  
app lica tio n  for th e  re h e a r in g  in  re sp ec t of the  m a tte r  d e te rm in e d  by 
the  o rd e r  or decision, s e t t in g  fo rth  th e  respect in w hich  th e  o rd e r or 
decision is believed to b e  e rron eous. T he  commission sh a ll  g r a n t  or 
refuse th e  app lication  in  w hole or in  p a r t  w ithin 10 d ay s  a f te r  i t  is 
filed, a n d  fa ilu re  to a c t on  i t  w ith in  th is  period is a re fu sa l o f i t  a n d  a 
final d isposition  o f th e  ap p lica tio n . I f  the  hearing  is g ra n te d , th e  
com m ission m ay e n te r  a  new  o rd er o r decision after re h e a r in g  a s  m ay  
be re q u ire d  u n d er th e  c ircu m stan ces .

ib) A p arty  to  th e  re h e a r in g  proceeding, d issa tisfied  w ith  th e  
d isposition  of th e  ap p lica tio n  for re h e a r in g , may appeal from  it to  th e  
sup erio r court in th e  ju d ic ia l d is tr ic t  in  which any p ro p erty  affected  by 
the  decision  of th e  com m ission  is located , by filing a  p e ti tio n  for th e  
rev iew  o f the  ac tion  of th e  com m ission  w ith in  20 days a f te r  th e  e n try  
of th e  o rd e r following re h e a r in g  or a f te r  the  refusal of re h e a r in g  a s  th e  
case m ay  be. T he  p e titio n  sh a ll s ta te  briefly th e  n a tu re  of th e  
proceedings before th e  com m ission  a n d  shall set o u t th e  o rd e r  o r 
decision o f the  com m ission  com pla ined  o f and the g ro und s o f in v a lid ity  
of i t  upon  w hich th e  a p p lic a n t w ill rely. However, th e  q u es tio n s  
review ed on appeal sh a ll  be only  q u es tio n s  presented to  th e  com m is­
sion by  th e  app lica tion  for re h e a rin g . N otice of appeal sh a ll  be se rv ed  
upon th e  adverse  p a r tie s  a n d  th e  com m ission in the m a n n e r  p rov ided  
for th e  serv ice o f su m m o n s in civil proceedings. The t r i a l  upon  a p p e a l 
shall be w ith o u t a  ju ry , a n d  th e  tra n sc r ip t  of proceedings before th e  
com m ission, inc lud ing  th e  evidence ta k e n  in hearings by  th e  com m is­
sion, sh a ll  be received  in  ev idence by  the  court in w hole  o r in  p a r t  
upon offer by e ith e r  p a r ty , sub jec t to  legal objections to  ev idence, in  
the sa m e  m an n er as i f  th e  ev id ence  w as originally  offered in  th e  
sup erio r court. T he  com m ission’s a c tio n  complained o f is  p r im a  facie 
valid  and  th e  bu rd en  is u pon  th e  p a r ty  seeking review to  e s ta b lish  th e  
inv a lid ity  of the  ac tion  o f th e  com m ission . The court s h a ll  d e te rm in e  
the issu e s  of fact and  o f law  and  s h a ll ,  upon a p reponderance  of th e  
evidence in troduced  before th e  co u rt, w hich may inc lud e  evidence in 
add ition  to the  tra n s c r ip t  o f  p roceed ings before the com m ission , a n d  
the  app licab le  law , e n te r  i ts  o rd er e ith e r  affirm ing o r v a c a tin g  th e  
o rder o f th e  com m ission. A ppeals m a y  be tak en  from th e  ju d g m e n t or 
decision o f the su p e rio r co u rt in th e  sam e m anner a s  provided  for 
app eals  from any  o th e r fina l ju d g m e n t entered  by a  su p e r io r  cou rt.

ic) T he  pendency of p roceed ings to  review  does not o f  its e lf  s ta y  or 
suspend  opera tion  of th e  o rd er or decision  being review ed, b u t d u r in g  
the pendency  of th e  p roceedings, th e  su p e rio r court m ay , upon its  own 
m otion o r upon p ro per app lica tio n  o f a  p arty , stay  or su sp e n d , in w hole 
or in  p a r t , opera tion  of th e  o rder o r decision pending rev iew , on  th e

10
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te rm s  th e  court considers ju s t  a n d  p roper and  in accordance w ith the  
ru le s  o f civil procedure. T he cou rt, as a con d itio n  to s tay ing  or 
su sp e n s io n  of operation o f an  o rd er o r decision, m a y  req u ire  th a t one 
o r  m ore  p a r tie s  secure, in  th e  form  an d  am o u n t a s  th e  court considers 
j u s t  a n d  proper, one or m ore o th e r  p a r tie s  a g a in s t  loss or dam age due 
to  th e  s ta y in g  or suspension  of th e  com m ission’s  o rd e r  or decision, if  
th e  ac tio n  o f the  com m ission is a ffirm ed .

(d) T he  ru le s  of practice  and  procedure in  c iv il cases govern th e  
p ro ceed in g s  for review  a n d  app eal to  th e  e x te n t th e y  a re  consisten t 
w ith  th is  ch ap te r. (§ 11 ch 40 SLA  1955)

R e  visor’s notes. —  The procedures for Cross references. —  For rules of court

appeal set out in this section are super- governing appeals from administrative

seded by the rules of court. See App. R. agencies, see App. R. 601-611.
607, adopted Nov. 15.1980.

S e c . 31.05.090. P e rm its  a n d  fe e s  to  d r il l  w e lls . A person  desiring  
to  d r il l  a  w ell in search o f oil or g a s  sh a ll  notify th e  com m ission of th e  
p e rs o n ’s in te n t  on a form p rescribed  by th e  com m ission  and  sha ll pay a 
fee  o f  $100 for a perm it for each  w ell so u g h t to be  d rille d . Upon receip t 
o f  n o tif ic a tio n  and fee, th e  com m ission  shall p ro m p tly  issue a perm it 
to  d r il l , u n le ss  the  d rillin g  of th e  w ell is c o n tra ry  to law  or a 
r e g u la t io n  or order of th e  com m ission , or u n le ss  th e  person is in  
v io la tio n  o f a commission re g u la tio n , o rder or s t ip u la tio n  p erta in in g  
to  d r il lin g , p lugging  or a b a n d o n m e n t o f a  well. T h e  d r il lin g  of a well is 
p ro h ib ite d  u n til  a perm it to  d rill is ob ta ined  in  accordance w ith  th is  
c h a p te r .  (§ 5 ch 40 SLA 1955; am  § 1 ch 120 SLA 1970)

S e c . 31.05.095. W aste  p r o h ib i te d .  T he  w aste  o f oil and  gas in th e  
s t a t e  is  p roh ib ited . (§ 1 ch 40 SLA 1955)

Revisor’s notes. —  Formerly A S  or regulation limiting rights of surface

31.05.020. Renumbered in 1985. owner in respect of oil or gas. 67 A L R
Collateral references. —  5S C.J.S., 1346'99 A L R  1119.

Mines and Minerals. 3‘ 234. Construction and effect of statutes regu-
Const.tut.onal.ty of statute controlling ,ali duclion ofoil or in a manner 

exploitation or waste of oil and gas. 24 V  ... b .
A L R  307* 78 A L R  834 or under conditions constituting waste. 86

Constitutionality of statute, ordinance, A L R  431.

A rtic le  2. R e g u la t io n  o f  O p e ra t io n s .

Section

90. Permits and fees to drill wells

95. Waste prohibited

100. Establishment of drilling units for

Section

120. Use of gas from well to manufacture 
carbon products without permit is 
prima facie waste

110. Unitization and unitized operation of 
pools and integration of interests 
by agreement

pools
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Sec. 3 1 .0 5 .1 0 0 . E s ta b l i s h m e n t  o f  d r i l l in g  u n its  f o r  p o o ls , (a) 
For the p re v e n tio n  o f w aste , to p ro tect and  enforce th e  co rre la tiv e  
righ ts o f le ssee s  in  a  pool, and  to avoid the a u g m e n tin g  and 
accum u la tio n  o f r isk s  a r is in g  from  th e  d rillin g  of an excessive  num ber 
of wells, o r  th e  reduced  recovery  w hich  m ig h t resu lt from to o  sm all a 
num ber o f  w e lls , th e  com m ission  sh a ll, a fte r  a hearing , e s ta b lish  a 
drilling  u n i t  o r u n its  for each  pool. T he  estab lish m en t of a  u n i t  for gas 
shall be l im ite d  to  th e  p rod uction  of gas.

(b) E ach  w ell p e rm itte d  to be d rilled  on a  d rilling  u n i t  sh a ll be 
drilled u n d e r  th e  ru le s  and  reg u la tio n s  and  in accordance w ith  the  
spacing p a t t e r n  a s  th e  com m ission  p rescribes for the pool in  w h ich  the  
well is lo ca ted . E xcep tions to  th e  ru le s  and  spacing p a t te r n  m ay be 
granted  w h e re  i t  is  show n, a f te r  notice and  hearing , th a t  t h e  u n it  is 
partly  o u ts id e  th e  pool, or for som e o th e r  reason a well so loca ted  on 
the  un it w o u ld  be  n onp roduc tiv e , or topographical conditions a re  such 
as to m ak e  th e  d r il lin g  a t  su ch  a  location unduly  b u rden som e. If  an 
exception is  g ra n te d , th e  com m ission  sh a ll tak e  such a c tio n  as will 
offset any  a d v a n ta g e  w hich th e  person  securing  the excep tio n  m ay 
have over o th e r  p ro d u ce rs  by reason  of the  d rilling  of th e  w e ll as an 
exception, a n d  so th a t  d ra in a g e  from  developed un its to th e  t r a c t  w ith  
respect to  w h ich  th e  excep tion  is g ran ted  will be p re v e n te d  or 
m inim ized, a n d  th e  p ro ducer o f th e  well d rilled  as an excep tio n  w ill be 
allowed to p ro d u c e  no m ore  th a n  a  ju s t  and  equ itab le  sh a re  o f  the  oil 
and gas in  t h e  pool.

(c) W hen tw o  o r  m ore se p a ra te ly  owned tra c ts  of land a re  em braced  
within an  e s ta b lis h e d  d ril lin g  u n it , persons ow ning the  d r i l l in g  rig h ts  
in it and th e  r ig h t  to  sh a re  in  th e  p roduction  from it m ay a g re e  to pool 
the ir in te re s ts  a n d  develop th e i r  lan d s  as a  d rilling  un it. If  th e  persons 
do not a g re e  to  pool th e ir  in te re s ts , th e  com m ission m ay  e n te r  an  
order poo ling  a n d  in te g ra tin g  th e ir  in te re s ts  for the d ev e lo p m en t of 
the ir land s a s  a  d r il lin g  u n it  for th e  p revention  of w aste , for the  
protection o f  c o rre la tiv e  r ig h ts , o r to avoid th e  d rilling  of u n n ec essa ry  
wells. O rd e rs  e ffe c tu a tin g  such  pooling  sha ll be made a fte r  n o tice  and 
hearing, a n d  s h a ll  be upon  te rm s  and  conditions which wiM afford  to 
the  owner o f  each  t ra c t  th e  o p p o rtu n ity  to recover or rec e iv e  the  
owner’s ju s t  a n d  e q u ita b le  sh a re  of the  oil and  gas in the  pool w ith o u t 
unnecessary  ex p e n se . O p e ra tio n s  inc iden t to the d rillin g  o f  a well 
upon a p o rtio n  o f a  u n i t  covered by a  pooling order shall be con sid ered  
for all p u rp o se s  to be th e  conduct of th e  operation u p o n  each 
separately  o w n e d  t ra c t  in  th e  u n it  by th e  severa l lessees o f  it. The 
portion of t h e  p ro d u ctio n  a llo ca ted  to th e  lessee of each t ra c t  inc luded  
in a d rillin g  u n i t  form ed by a pooling o rder sh a ll, when produced , be 
considered a s  i f  i t  h a d  been  produced from th e  tra c t by a  w ell d rilled  
on it. If p o o lin g  is e ffec tu a ted , th e  cost o f developm ent and  o p e ra tio n  of 
the  pooled u n i t  c h a rg e a b le  by th e  o pera to r to the o ther in te re s te d  
lessee is l im ite d  to th e  a c tu a l and  reaso n ab le  expend itu res for th is
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purpose, including  a reasonab le  charge for supervision . As to lessees 
who refuse to agree upon pooling, the  order sh a ll  provide for 
re im b u rse m e n t for costs chargeab le  to each lessee o u t of, and  only  out 
of, production  from the  u n it belonging to such lessee. In th e  e v e n t of a 
d isp u te  re la tiv e  to the  costs, the  com m ission sh a ll d e te rm in e  the 
p ro p er costs upon notice to  a ll in terested  p a rtie s  and  h e a r in g . A ppeals 
m ay  be tak en  from the  d e term in a tio n  as from  any o th e r  o rd er of the  
com m ission. If  a lessee d r il ls  and operates, or pays th e  expense of 
d r illin g  and  opera ting  th e  well for the  benefit o f o th e rs , th e n  in 
ad d itio n  to a n y  o ther r ig h t  conferred by th e  pooling o rd e r, th e  lessee 
d r il lin g  or opera ting  h as  a lien on the sh a re  of p ro d u c tio n  from  the 
u n i t  accru ing  to the  in te re s t of each of th e  o th e r  lessees for the 
p ay m en t of th e  p ro po rtiona te  share  of such expenses. A ll the  .oil and 
g as  subject to the  lien, o r so m uch of the  oil and  gas su b jec t to th e  lien 
a s  is necessary  shall be m arketed  and sold by th e  c re d ito r, an d  the 
proceeds applied  in p ay m en t of the expenses secured by th e  lien , w ith 
th e  balance, i f  any, payab le  to the debtor.

(d) The com m ission sh a ll , in all instances w here a  u n i t  h a s  been 
form ed out of lands or a re a s  of more than  one o w nersh ip , req u ire  the 
o p era to r, upon requ est of a lessee, bu t subject to th e  r ig h t  of the 
o p e ra to r to m a rk e t production  and collect the  proceeds w ith  respec t to 
a  lessee in defau lt, as provided in (c) of th is  section, to  d e liv e r to the 
lessee or assign s the  lessee ’s proportionate  sh are  of th e  production 
from  the  well common to th e  d rilling  u n it. The lessee  receiv ing  a 
sh a re  shall provide a t  th e  lessee’s own expense p roper recep tac les  for 
th e  receip t an d  sto rage of it.

(e) If  persons ow ning th e  d rillin g  or o th e r r ig h ts  in  s e p a ra te  tra c ts  
em braced  w ith in  a d r illin g  u n it  fail to agree  upon th e  pooling  of the 
t ra c ts  and  th e  d rilling  o f th e  well on the u n it, and if  th e  com m ission is 
w ith o u t a u th o rity  to req u ire  pooling as provided by th is  section , then , 
sub jec t to all o th e r app licab le  provisions of th is  c h a p te r , th e  lessee of 
each  tra c t  em braced  w ith in  th e  d rilling  u n it  m ay d rill  on  th e  lessee’s 
t ra c t , b u t th e  allow able production from the  t r a c t  sh a ll  be the 
p roportion  of th e  allow able production for th e  full d r il l in g  u n it  a s  the  
a re a  of the  sep ara te ly  ow ned tra c t bears to th e  full d r il l in g  u n it. (§ 6 
ch 40 SLA 1955)

Cross references. —  For oil and gas 
leasing, see A S  38.05.180.

Collateral references. —  Respective

rights of adjoining owners as to pumping 

oil. 5 A L R  421.
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Sec. 31.05.110. U n itiz a t io n  a n d  u n it iz e d  o p e r a t io n  o f  p o o ls  
a n d  in te g r a t io n  o f  i n t e r e s t s  b y  a g re e m e n t ,  (a) To p rev en t, o r to 
assist in  p rev e n tin g  w aste , to in su re  a  g re a te r  u lt im a te  recovery o f oil 
and gas, and  to p ro tec t th e  co rre la tiv e  r ig h ts  o f persons ow ning  
in te re sts  in  th e  tra c ts  of lan d  affected, these  p e rso n s  m ay v a lid ly  
in teg ra te  th e ir  in te re s ts  to  p rovide for the  u n itize d  m a n ag e m e n t, 
developm ent, an d  opera tio n  o f such  tra c ts  of lan d  a s  a  u n it. W here, 
however, th e y  have n o t agreed  to in te g ra te  th e i r  in te re s ts , th e  
com m ission, upon p ro per p e titio n , a fte r  notice a n d  h ea rin g , h as  
jurisd ic tion , pow er and  a u th o r ity , a n d  i t  is its  d u ty  to m ak e  a n d  
enforce o rders and  do th e  th in g s  necessary  or p ro p er to carry  o u t th e  
purposes o f th is  section.

(b) If upon th e  filing  of a  p e titio n  by or w ith  th e  com m ission and  
a fte r  notice and  h e a rin g , a ll in  th e  form and  m a n n e r  a n d  in 
accordance w ith  th e  p rocedure  a n d  req u ire m e n ts  provided in  th is  
section, th e  com m ission finds th a t  (1) th e  u n itized  m an ag em en t, 
operation and  fu r th e r  deve lopm en t o f a  pool or p o rtion  of a pool is 
reasonably  necessary  in  o rd er to effectively  carry  on  p ressu re  con tro l, 
p ressu re-m ain ten an ce  o r re p re ssu rin g  opera tions, cycling  opera tions, 
w ater flooding o p era tions, o r any  com bination  o f th e se , or any  o th e r  
form of jo in t e ffo rt c a lcu la ted  to su b s ta n tia lly  in c rea se  th e  u lt im a te  
recovery o f oil and  gas from  th e  pool; (2) one or m ore  o f the  un itized  
m ethods of o p era tion  a s  app lied  to th e  pool or p o rtio n  o f it is feasib le , 
and  w ill p re v e n t w aste  a n d  w ill w ith  reason ab le  p ro b ab ility  re s u lt  in  
th e  increased  recovery  o f s u b s ta n tia lly  m ore oil an d  g as  from th e  pool 
th a n  w ould o th erw ise  be recovered; (3) th e  e s tim a te d  add itio n a l cost, 
i f  any, o f conducting  such  o p era tio n s  w ill no t exceed th e  value  of th e  
add itional oil a n d  g as  so recovered; and  (4) th e  u n itiza tio n  a n d  
adoption of one or m ore of th e  u n itized  m ethods o f o p era tio n  is for th e  
common good, i t  sh a ll m a k e  a find in g  to th a t  effect a n d  m ake  an  o rd er 
creating  th e  u n it  and  p rov id ing  for th e  u n itiz a tio n  and u n itize d  
operation o f th e  pool o r po rtion  c f i t  described  in  th e  o rder, upon th e  
term s and  conditions, a s  m ay  be show n by th e  ev iden ce  to be fa ir, 
reasonable , equ itab le , a n d  w hich a re  necessary  o r p ro p er to p ro tect, 
safeguard  a n d  ad ju st th e  respective  r ig h ts  and  o b lig a tions o f th e  
several p e rso ns affected, inc lu d in g  ro y a lty  ow ner, o w n ers of o v e rrid ­
ing  ro yalties , oil and  g as  p ay m en ts , ca rried  in te re s ts , m ortgages, lien  
c la im an ts and  o th ers , a s  w ell a s  the  lessees. The p e titio n  sha ll s e t  o u t 
a descrip tion  o f the  proposed u n it  a re a  w ith  a m a p  or p la t o f it  
attached , sh a ll a llege  th e  ex istence  o f th e  facts re q u ire d  to be found by 
the  com m ission a s  provided  in th is  subsection  and  sh a ll  have a tta c h e d  
to it a  recom m ended  p la n  of u n itiza tio n  app licab le  to th e  proposed 
u n it a rea  a n d  w hich  th e  p e titio n e r  considers to be fa ir , reason ab le  and  
equitab le .

(c) The o rd er of th e  com m ission sh a ll define th e  boun dary  of th e  
a rea  to be included  w ith in  th e  u n it  a re a  and  p rescribe  w ith  reason ab le
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detail th e  p lan  of u n itiza tio n  app licab le  to it. Each u n it and u n it  a re a  
may be lim ited  to a ll or a  portion of a  sing le  pool. Only so m uch o f a  
pool or pools a s  h as  been defined a n d  de term ined  to be productive on 
the basis o f in fo rm ation  av a ilab le  to  th e  com m ission m ay be so 
included w ith in  the  u n it  a rea . A u n it  m ay be c reated  to em brace less 
than  the  w hole of a pool only w here  i t  is show n by the  evidence th a t  
the  a rea  to  be so included w ith in  the  u n it  a re a  is of a  size and sh ap e  as 
m ay be reaso nab ly  req u ired  for th e  successful and  efficient conduct of 
the  un itized  m ethod  of o pera tio n  for w hich th e  u n it  is c rea ted , and  
th a t  th e  conduct of i t  w ill have no m a te ria l adverse effect upon  th e  
rem aind er o f the  pool. T he p lan  o f u n itiza tio n  for each u n it a n d  u n it  
area sh a ll be one su ite d  to th e  needs and  req u irem en ts of th e  
p a rtic u la r  u n it  d ep en d en t upon th e  fac ts  and  conditions found to e x is t 
w ith resp ec t to it. In  add ition  to o th e r  term s, provisions, cond itions 
and req u irem en ts  found by the  com m ission to be reasonably n ecessa ry  
or proper to carry  o u t th e  purpose of th is  chap te r, and  subject to th e  
fu rth e r req u irem en ts  of th is  section, each  p lan  of u n itiza tio n  sh a ll 
contain  fa ir, reasonab le  a n d  equ itab le  provisions for

(1) the  efficient un itized  m a n a g e m e n t or control of th e  fu r th e r  
developm ent and  opera tion  of the  u n it  a re a  for th e  recovery o f oil a n d  
gas from th e  pool affected; u n d er su ch  a  p lan  th e  actual o p era tio n s  
w ith in  th e  u n it  a re a  m ay be carried  on in  whole or in p a rt by th e  u n it  
itself, or by one or m ore of the  lessees w ith in  th e  u n it area  a s  th e  u n it  
opera to r sub ject to th e  supervision  a n d  d irection  of the  u n it , d ep en ­
den t upon w h a t is m ost beneficial o r exped ien t; the  design a tio n  of th e  
u n it o p era to r sh a ll be by vote of th e  lessees in  the  u n it in a  m a n n e r  
provided in  the  p lan  of u n itiza tio n  a n d  n o t by th e  com mission;

(2) th e  d iv ision  of in te re s t or fo rm u la  for th e  appo rtion m en t a n d  
allocation of the  u n it  production , am o ng  and to the  several se p a ra te ly  
owned tra c ts  w ith in  th e  u n it a re a  such  as w ill reasonab ly  p e rm it 
persons o therw ise  e n titled  to sh a re  in  or b en efit by the p roduction  
from such se p a ra te ly  owned tra c ts  to  produce and  receive, in s te a d  
thereof, th e ir  fa ir, equ itab le  a n d  reaso nab le  sh a re  of th e  u n it  
production or o th e r  benefits of it; a  se p a ra te ly  owned t ra c t ’s fa ir, 
equ itab le , and  reaso nab le  sh a re  o f th e  u n it  production sh a ll be 
m easured  by the  value  of each such  t r a c t  for oil and  gas pu rposes a n d  
its  co n trib u tin g  value  to the  u n it  in  re la tio n  to like  values of o th e r  
trac ts  in th e  u n it, ta k in g  into  accou n t acreage, th e  q u an tity  o f oil and  
gas recoverable  from it, location on the  s tru c tu re , its  p robab le  
p roductiv ity  of oil and  gas in th e  absence of u n it  opera tions, th e  
burden  o f o p era tions to w hich th e  t ra c t  w ill or is like ly  to be sub jected , 
or so m an y  of these  factors, or su ch  o th e r p e rtin e n t e n g in ee rin g , 
geological or o p era tin g  factors a s  m ay  be reasonab ly  susr .p tib le  of 
d eterm ina tio n ; " u n it  production” a s  th a t  te rm  is used in th is  c h a p te r  
m eans a ll oil and  gas produced from  a u n it  a re a  from the  effective d a te  
of th e  o rder of the  com m ission c re a tin g  th e  u n it  regard less of th e  w ell 
or tra c t  w ith in  the  u n it  a re a  from w hich  the  sam e is produced;

15

a



§ 31.05.110 A l a s k a  S t a t u t e s § 31.05.110

(3) th e  m a n n e r  in  w hich tn e  u n it  a n d  th e  fu rth e r deve lop m en t a n d  
opera tion  o f th e  u n it a re a  sh a ll or m ay  be financed a n d  th e  basis , 
te rm s and  cond itions on w hich th e  cost and  expense of i t  sh a ll be 
appo rtion ed  am ong  and assessed  a g a in s t th e  tra c ts  and  in te re s ts  m ade 
chargeab le  w ith  it, inc lud ing  a  d e ta iled  accounting  p rocedure  gov ern ­
ing a ll c h a rg e s  and  cred its inc iden t to  such  opera tions; upon  term a  
and con d itio n s as to tim e and  ra te  o f in te re s t as m ay  be fa ir  to  a l . 
concerned, reaso n ab le  provision sh a ll be m ade in  th e  p lan  o f 
u n itiza tio n  for ca rry in g  or o therw ise  fin an c in g  lessees who a re  u n ab le  
to p ro m p tly  m e e t th e ir  fin ancia l o b lig a tions in connection  w ith  th e  
un it;

(4) th e  p rocedure  and b as is  upon w hich  w ells, eq u ip m en t and  o th e r 
p ro p ertie s  o f  th e  several lessees w ith in  th e  u n it a re a  a re  to be ta k e n  
over and used  for u n it opera tions, inc lud in g  th e  m ethod  o f a rr iv in g  a t  
the  com p ensa tion  for it, or of o the rw ise  p rop o rtio na te ly  equ a liz in g  or 
a d ju stin g  th e  in v estm en t of th e  sev era l lessees in th e  p ro ject as of th e  
effective d a te  o f u n it operation;

(5) th e  c re a tio n  of an  o p era tin g  com m ittee  to have g en e ra l overa ll 
m a n ag e m e n t and  control o f th e  u n it  a n d  th e  conduct o f its  b u sin ess  
and a ffa irs  a n d  the  opera tions ca rrie d  on by it, to g e th e r  w ith  th e  
creation  o r design a tio n  of o th e r subcom m ittees , boards or officers to 
function u n d e r  the  a u th o rity  of the  o p e ra tin g  com m ittee  a s  m ay  be 
necessary , p ro p er or convenien t in  th e  efficien t m a n a g e m e n t of th e  
u n it, d e fin in g  th e  powers and  d u ties  o f a ll  th e  com m ittees, boards and  
officers, a n d  prescrib ing  th e ir  te n u re  a n d  tim e  and m etho d  for th e ir  
selection;

(6) th e  t im e  w hen the  p lan  of u n itiz a tio n  becomes effective;
(7) th e  t im e  w hen and th e  conditions u n d e r  w hich a n d  th e  m ethod 

by w hich th e  u n it sh a ll or m ay be d isso lved  and  its  a ffa irs  w ound up.
(d) [Repealed, § 17 ch 160 S L A  1978.]
(e) E xcep t a s  o therw ise expressly  provided in th is  section , all 

p roceedings held  u nder th is  chap te r, in c lu d in g  the  filing  of p etition s, 
th e  g iv in g  o f notices, the  conduct o f h e a r in g s  and  o th e r  ac tion  ta k e n  
by th e  com m ission  shall be in th e  form  a n d  m a n n e r a n d  in  accordance 
w ith  th e  p ro cedu re  provided in AS 31 .05 .040 — 31.05.060. A dditional 
notice sh a ll be given as th e  com m ission req u ire s

(f) F rom  th e  effective d a te  of a n  o rd er o f th e  com m ission c re a tin g  a  
u n it and  p rescrib in g  the  p lan  o f u n itiz a tio n  app licab le  to it, th e  
opera tion  o f a  well producing from  th e  pool o r po rtion  o f i t  w ith in  th e  
u n it a re a  defined  in  the  o rder by p ersons o th er th a n  th e  u n it  or 
persons a c tin g  u n der its a u th o rity  or excep t in  th e  m a n n e r  and  to th e  
e x ten t p rov ided  in the p lan  o f u n itiz a tio n  is u n law fu l and  is 
prohib ited .

(g) T he ob ligation  or liab ility  of th e  lessees or o th e r  ow ners of the  . 
oil and  g a s  r ig h ts  in th e  severa l s e p a ra te ly  ow ned tra c ts  for the  
pay m en t o f u n it  expense sh a ll a t  all tim e s  be severa l a n d  no t jo in t or
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collective an d in no event shall a lessee or other o w n e r  of the oil and 

ga s rights in the separately o w n e d  tract be chargeable with, obligated 

or liable, directly or indirectly, for m o r e  than the a m o u n t  apportioned, 

assessed or otherwise charged to that lessee’s or o w n e r ’s interest in 

the separately o w n e d  tract u n d e r  the plan of unitization a n d  then only 

to the extent of the lien provided for in this chapter.

(h) Subject to such reasonable limitations as m a y  be set out in the 

plan of unitization, the unit h a s  a  first a n d  prior lien up on the 

leasehold estate an d all other oil a n d  gas rights (exclusive of a 

l a n d o w n e r s ’ royalty interest) in a n d  to each separately o w n e d  tract, 

the interest of the ow ner s in a n d  to the unit production and all 

e q u i p m e n t  in the possession of the unit, to secure the p a y m e n t  of the 

a m o u n t  of the unit expense charged to a n d  assessed against such 

separately o w n e d  tract. T h e  interest of the lessee or other persons w h o  

b y  lease, contract or otherwise are obligated or responsible fcr the cost 

a n d  expense of developing a n d  operating a separately o w n e d  tract for 

oil a n d  gas in the absence of unitization shall, however, be primarily 

responsible for an d charged with a n y  assessment for unit expense 

m a d e  against the tract a n d  resort m a y  be h a d  to overriding royalties, 

oil a n d  gas payments, or other interests, except royalty interests, 

w h i c h  otherwise are not chargeable with these costs, only in the event 

the o w n e r  of interest primarily responsible fails to p a y  the assessment 

of the production to the credit thereof, or production is insufficient for 

that purpose. If the o w n e r  of a n y  royalty interest, overriding royalty, 

oil or gas payment, or a n y  other interest w h i c h  u n d e r  the plan of 

unitization is not primarily responsible for it pays in whole or in part 

the a m o u n t  of a n  assessment for unit expense for the purpose of 

protecting such interest, or tK e a m o u n t  of the assessment in whole or 

in part is deducted from the unit production to the credit of such 

interest, the o w ner of it is to the extent of the p a y m e n t  or deduction 

subrogated to all the rights of the unit with respect to the interest or 

interests primarily responsible for the assessment. T h e  landowners’ 

royalty share of the unit production allocated to each separately 

o w n e d  tract shall be regarded as royalty to be distributed to and 

a m o n g ,  or the proceeds of it paid to, the landowners, free a n d  clear of 

all unit expense a n d  free of a n y  lien for it.

(i) Property rights, leases, contracts a n d  all other rights and 

obligations shall be regarded as a m e n d e d  a n d  modified to the extent 

necessary to conform to the provisions a n d  requirements of this 

chapter, a n d  to an y valid a n d  applicable plan of unitization or order of 

the commission m a d e  a n d  adopted u n d e r  this chapter, but otherwise 

r e m a i n  in effect.

(j) N o thi ng contained in this chapter shall be construed to require a 

transfer to or vesting in the unit of title to the separately o w n e d  tracts 

or leases on t h e m  within the unit area, other than the right to use and 

operate t h e m  to the extent set out in the plan of unitization; nor shall

17
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the unit be regarded as o w n i n g  the unit production. T h e  unit 

production an d the proceeds from the sale of it shall be o w n e d  by the 

several persons to w h o m  it is allocated u n d e r  the plan of unitization. 

All property, whether real or personal, w h i c h  the unit m a y  in an y w a y  

acquire, hold or possess, shall not be acquired, held or possessed by the 

unit for its o w n  account but shall be acquired, held a n d  possessed by 

the unit for the account a n d  as agent of the several lessees a n d  shall 

be the property of the lessees as their interests appear u n der the plan 

of unitization, subject, however, to the right of the unit to the 

possession, m a n a g e m e n t ,  use or disposal of the s a m e  in the proper 

conduct of its affairs, an d subject to a n y  lien the unit m a y  ha ve on it to 

secure the p a y m e n t  of unit expense. Neither the unit production or 

proceeds of the sale of it, nor the other receipts shall be treated, 

regarded, or taxed as income or profits of the unit; but instead, all 

such receipts shall be the in com e of the several persons to w h o m  or to 

w h o s e  credit the s a m e  are payable u n der the plan of unitization. T o  

the extent the unit m a y  receive or disburse the receipts it shall only 

do so as a c o m m o n  administrative agent of the persons to w h o m  the 

receipts are payable.

(k) T h e  a m o u n t  of the unit production allocated to each separately 

o w n e d  tract within the unit, a n d  only that amoun t, regardless of the 

well or wells in the unit area from w h i c h  it m a y  be produced and 

regardless of w h eth er it is m o r e  or less than the a m o u n t  of the 

production from the well or wells, if any, on a n y  such separately 

o w n e d  tract, shall for all intents, uses a n d  purposes be regarded and 

considered as production from the separately o w n e d  tract, and, except 

as m a y  be otherwise authorized in this chapter, or in the plan of 

unitization approved by the commission, shall be distributed a m o n g  or 

the proceeds of it paid to the persons entitled to share in the 

production from the separately o w n e d  tract in the s a m e  manner, in 

the s a m e  proportions, an d u p o n  the s a m e  condition that they would 

have participated a n d  shared in the production or proceeds of it from 

such separately o w n e d  tract h a d  not the unit be en organized, a n d  with 

the s a m e  legal effect. If adequate provisions are m a d e  for the receipt of 

it, the share of the unit production allocated to each separately o w n e d  

tract shall be delivered in kind to the persons entitled to it b y  virtue of 

ownership of oil a n d  gas rights in it or b y  purchase from the owners 

subject to the rights of the unit to withhold a n d  sell the s a m e  in 

p a y m e n t  of unit expense under the plan of unitization, a n d  subject 

further to the call of the unit o n  such portions of the gas for operating 

purposes as m a y  be provided in the plan of unitization.

(/) A n  ag ree men t or plan for the devel opm en t a n d  operation of a 

field or pool of oil or gas as a unit, if approved by the commission for 

the purpose of conserving oil or gas, does not violate a statute of the 

state prohibiting monopolies or acts, arrangements, agreements, 

contracts, combinations or conspiracies in restraint of trade or 

commerce.
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(m ) O pera tions c a rr ie d  on u n d e r and in accordance w ith  th e  p lan  of 
u n itiz a tio n  sh a ll be reg a rd ed  and  considered a s  a  fu lf illm e n t of a 
com pliance  w ith  a ll o f th e  provisions, covenan ts a n d  conditions, 
ex p ress  or im plied , o f th e  sev era l oil and gas leases upo n  lands 
inc lud ed  w ith in  th e  u n it  a re a , or o ther con trac ts  p e r ta in in g  to the 
deve lop m en t of it  in so far a s  th e  leases or o ther c o n trac ts  m ay  re la te  to 
th e  pool o r portion  o f i t  included in th e  u n it a re a . W ells d rilled  or 
o p e ra te d  on any  p a r t  o f th e  u n it  a re a  no m a tte r  w h ere  located  sh a ll for 
a ll pu rpo ses be reg a rd ed  as w ells d rilled  on each  se p a ra te ly  owned 
t r a c t  w ith in  th e  u n it  a re a .

(n) N o th in g  in th is  section  or in  any  p lan  o f u n itiz a tio n  sh a ll be 
co n stru ed  as in c rea s in g  or decreasing  th e  im plied cov en an ts  o f a  lease 
in  resp ec t to a  com m on source of supply or lands n o t inc lud ed  w ith in  
th e  u n i t  a re a  of a  u n it.

(o) T he u n it  a re a  o f a u n it  m ay  be en larged  to  include adjo in ing  
p o rtio n s  of th e  sam e pool, inc lud in g  the u n it a re a  o f a n o th e r  u n it , and 
a  new  u n it  c rea ted  for th e  un itized  m an ag em en t, o p era tio n  and 
fu r th e r  deve lopm en t o f th e  en larged  u n it a re a , o r th e  p lan  of 
u n itiz a tio n  m ay  be o th e rw ise  am ended, or the  u n it  a re a  con trac ted , all 
in  th e  sam e m a n n er, u pon  th e  sam e conditions a n d  su b jec t to th e  sam e 
lim ita tio n s  a s  p rov ided  w ith  respec t to the  c rea tio n  o f a u n it  in the 
f ir s t  in s tan ce .

(p) An a liq u o t of u n i t  p roduction  m ay be u n d erlif ted  or overlifted  
from  a  u n it  e s ta b lish e d  u n d e r th is  chap te r or A S 3 8 .05 .180(p) only 
w h en  i t  does no t c re a te  w aste , except th e  com m issioner m ay  perm it 
u n d e rlif tin g  o r o v erlif tin g  for tem p o rary  periods for th e  purpose of 
accom m odating  e x tra o rd in a ry  d isrup tion s to a n  in te re s t  ow ner’s 
production  disposal sy s tem . U nderlifted  oil m ay  be recovered  by an 
in te re s t  ow ner a t  a  d a ily  ra te  no t to exceed 10 p e rc en t of th e  ow ner’s 
w o rk in g  or ro ya lty  in te re s t  sh a re  of daily  p roduction  a t  th e  tim e  of 
u n d e r lif t  recovery. T h is  sub sectio n  app lies to all u n its  c rea ted  a fte r 
J u n e  30 ,1 9 7 8 .

(q) T h is  section  ap p lie s  to a ll in v o lu n ta ry  u n its  form ed in th e  sta te . 
S ub sec tio ns (a) and  (g) —  (p) o f th is  section app ly  to a ll v o lu n tary  
u n its  form ed in  the  s ta te  and  to a  v o lu n ta ry  cooperative or u n it  p lan  of 
dev e lo pm en t or opera tio n  e n te re d  in to  in accordance w ith  AS 
3 8 .05 .180(p). (§ 7 ch 40 SLA  1955; am  §§ 8 — 1 3 ,1 7  ch 160 SLA  1978; 
am  § 33 ch 94 SLA 1980)

Cross references. —  For provisions 

regarding oil and gas leasing, see A S  

38.05.180.

Legislative history reports. —  For 

conference committee letter of intent re­

lating to the 1978 repeal of subsection (d) 

(sec. 17, ch. 160, S L A  1978 —  H B  815), see 

1978 House Journal, p. 1720.

Collateral references. —  Operator’s or 

lessee’s responsibility for production of oil
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or gas in excess of allowance as affected by 

his ignorance of excess production or his 

failure to profit thereby. 150 A L R  1149.

S e c . 31.05.120. U s e  o f  gas fro m  w e l l  to  m a n u fa c tu r e  c a r b o n  

p r o d u c ts  w i t h o u t  p e r m it  is p r im a  fa c ie  w a s te . T h e  use o f gas from  

a w e ll producing gas o n ly , or from a w e ll wh ich  is p r im a r ily  a gas w e ll 

for the m anufacture  o f carbon black or s im ilar products predom i­

n a n tly  carbon is declared to constitute waste prim a facie, and the gas 

w e ll shall not be used for th is  purpose unless i t  is c lea r ly  show n  a t  a 

public  hearing  he ld  b y  th e  commission, on app lica tion  o f the person 

desiring to use the gas, th a t w aste w ou ld  not take place by  the use o f 

the gas for the  purpose applied for, and tha t gas w h ich  w ou ld  

otherw ise be lost is now  a va ila b le  for such purpose, and  th a t the gas to 

be used cannot be used for a more beneficia l purpose, such as for l ig h t 

or fuel purposes, except a t p roh ib itive  cost, and th a t i t  w ou ld  be in  the  

public  in terest to gran t th e  perm it. I f  the commission finds th a t the 

app lican t has c lea r ly  show n  a righ t to use the gas for the  purpose 

app lied  for, it  sha ll issue a perm it upon terms and conditions it  finds 

necessary in order to p erm it the use o f the gas and a t the sam e tim e  

require com pliance w ith  the in ten t o f th is section. (§ 8 ch 40 S L A  

1955)

Secs. 31.05.130 — 31.05.140. Levy of Tax and Disposition of Funds. 
[Repealed, § 2 ch 247S L A  1970.]

A r t i c l e  3. G e n e r a l P ro v is io n s .

Section Section

150. Penalties 170. Definitions

160. Injunctive relief

Sec . 31.05.150. P e n a lt ie s , 'a )  A  person who w i l fu l ly  v io la tes , 

vision o f th is  chapter, or a regu lation  or order o f th e  comp»iSsion 

adop^& im nder th is  chap ter  is subject to a pen a lty  o f ncjp-rfiore than  

_  . $1,000 for'fes^h act o f v io la tion  and for each d a v j f c f f t h e  v io la tion

( ^ ip l -  o b  continues, unlesSNsje p en a lty  for v io la tion  is ^ t f fe rw is e  provided for 

C / a  a°d  made exc lu s ive  m ^ h js  chapter.

(b) I f  a person, for th e >«n )o se^e 'f* 'e va d in g  th is  chapter, or an y  

regu lation  or order o f th e  o p jm & ^ io n  adopted under th is chapter, 

w ilfu lly  m akes or has nxrfle a f a ls e 'l j ^ r y  in a record, account or 

m em orandum  reqm petfD y th is chapter, o rb$ S t^eg u la tio n  or order, or 

w ilfu l ly  om its^ -dr causes to be om itted , from a N ^ m rd , account or 

memorarjdtfm . fu ll, true  and correct entries as re q b s^ d  b y  th is  

c h a p t^ C o r  by  a regu la tion  or order, or rem oves from  th e *S ^ te  or 

estroys, m u tila tes , a lte rs  or falsifies such record, account or me?
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1 person
nnniahahlp fivl' ftrn-*iLry]t rpgro thm r -jffiTTOtJTor by imprisonment in

: months,

(c) A  person w h o  knowingly aids or abets another person in the 

violation of any provision of this chapter, or a regulation or order of 

the commission adopted under this chapter is subject to the s a m e  

penalty as that prescribed by this chapter for the violation by the 

other person.

td) T h e  penalties provided in this section are recoverable by suit 

filed b y  the attorney general in the n a m e  a n d  on behalf of the 

c o mmi ssi on in the superior court of the judicial district in w h ich the 

defendant resides or in which a n y  defendant resides, if there is more 

th a n  on e defendant, or in the superior court of the judicial district in 

w h i c h  the violation occurs. T h e  p a y m e n t  of a penalty does not relieve 

a person on w h o m  the penalty is i m p o s e d  fr om liability to a n y  other 

person for d a m a g e s  arising out of the violation.

(e) T h e  commission m a y  impose a penalty p a y m e n t  o n  every 1,000 

cubic feet of natural gas flared, vented or otherwise determined to be 

w a ste as defined in A S  31.05.170. T h e  penalty shall be the fair ma rke t 

value of the natural gas at the point of waste. (§ 12 ch 40 S L A  1955; 

a m  § 1 ch 195 S L A  1968) „

(P) 6 5 6  ChpT. e-fc SLA m o
Collateral references. —  58 C.J.S.

Mines and Minerals § 241.

Sec, 31.05.160. Injunctive relief, (a) W h e n e v e r  it appears that a 

person is violating or threatening to violate a n y  provision of this 

chapter, or a n y  regulation or order of the commission, the commission 

shall bring suit against that person in the superior court of the 

judicial district where the violation occurs or is threatened, to restrain 

the person from continuing the violation or from carrying out the 

threat of violation. In the suit, the court shall have jurisdiction to 

grant to the commission, without b o n d  or otherwise undertaking, such 

prohibitory a n d  mandatory injunctions as the facts warrant.

(b) If the commission fails to bring suit to enjoin a  violation or 

threatened violation within 10 days after receipt of written request to 

d o  so b y  a person w h o  is or will be adversely affected by the violation, 

the person m a k i n g  the request m a y  bring suit to restrain the violation 

or threatened violation in the court in w h i c h  the commi ssi on m a y  

bring suit. If the court finds that injunctive relief should be granted, 

the co mmi s s i o n  shall be m a d e  a party a n d  shall be substituted for the 

person w h o  brought the suit, a n d  the injunction shall be issued as if 

the c o m m i s s i o n  had at all times be en the plaintiff. (§ 13 ch 40 S L A  

1955)
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§ 31.05.170 A l a s k a  S t a t u t e s § 31.05.170

Sec. 31.05 .170. D e f in i t io n s .  In  th is  chap te r, u n le ss  th e  co n tex t 
o therw ise re q u ire s

(1) "an d ” inc lud es "o r” a n d  "o r"  includes "an d ”;
(2) "co rre la tiv e  r ig h ts ” m e a n  th e  opportun ity  afforded , so fa r  a s  i t  is 

p racticab le  to do so, to  th e  o w n e r o f each property  in  a  pool to produce 
w itho u t w aste  th e  o w n e r’s j u s t  a n d  equ itab le  sh a re  o f th e  oil or gas , o r 
both, in the  pool; b e in g  a n  a m o u n t, so fa r  a s  can  be p rac tica lly  
determ ined , a n d  so fa r  a s  can  p rac ticab ly  be o b ta in e d  w ith o u t w aste , 
su b s ta n tia lly  in  the  p ro p o rtio n  th a t  the  q u a n tity  o f recoverab le  oil o r 
gas, or bo th  u n d e r  th e  p ro p e rty  b e a rs  to the  to ta l reco v erab le  oil o r gas 
or both in th e  pool, a n d  for su c h  purposes to use  th e  o w n er’s j u s t  a n d  
equ itab le  sh a re  o f th e  re s e rv o ir  energy ;

(3) "com m ission” m e a n s  th e  A laska Oil a n d  G as C on serv a tio n  
Com m ission;

(4) "cubic foot” of n a tu r a l  g a s  m ean s th e  vo lum e o f g as  con ta in ed  in  
one cubic foot o f space m e a s u re d  a t  a  p ressu re  base  o f 14.65 pounds 
per sq u a re  in ch  a b so lu te  a n d  a tem p e ra tu re  b ase  o f 60 deg rees 
F ah ren h e it;

(5) "field” m ean s a g e n e ra l  a re a  w hich is u n d e r la in  o r a p p e a rs  to  be 
u n d erla in  by a t  le a s t one  pool, a n d  includes th e  u n d e rg ro u n d  re se rv o ir  
con ta in in g  oil or gas; a n d  th e  w ords "pool” and  "field" m e a n  th e  sam e 
th in g  w hen on ly  one u n d e rg ro u n d  reservo ir is invo lved , b u t  "fie ld” 
u n lik e  "pool” m a y  re la te  to  tw o  o r m ore pools;

(6) "gas” inc ludes a ll  n a tu r a l  g as  and  a ll h y d ro ca rb o n s produced  a t  
th e  w ellhead n o t defined  a s  oil;

(7) " lan d o w n er” m e a n s  th e  ow ner of th e  su b su rface  e s ta te  o f th e  
tra c t affected;

(8) "oil” inc ludes c ru d e  p e tro le u m  oil and  o th e r  h y d rocarb ons 
regard less of g ra v ity  w h ich  a re  produced a t  th e  w e llh ea d  in  liqu id  
form and  the  liq u id  h y d ro c a rb o n s  know n as  d is ti l la te  o r con d en sa te  
recovered or e x tra c te d  from  g as , o th e r th a n  g as  p rodu ced  in  assoc ia ­
tion  w ith  oil and  com m only  k n o w n  as casinghead  gas;

(9) "ow ner” m e an s  th e  p e rso n  who h as th e  r ig h t  to  d r il l  in to  and  
produce from a  pool a n d  to a p p ro p ria te  th e  oil a n d  g as  th e  person  
produces from  a  pool for th a t  p erso n  and  o thers;

(10) "person” inc lu d es  a  n a tu r a l  person, co rp o ra tio n , assoc ia tion , 
p a rtn e rsh ip , rece iver, t ru s te e , executor, a d m in is tra to r , g u a rd ia n , 
fiduciary or o th e r  re p re s e n ta t iv e  of any  k ind , and  in c lu d e s  a  d e p a r t­
m en t, agency o r in s tru m e n ta l i ty  of the  s ta te  o r a  g o v e rn m en ta l 
subdiv ision  of th e  s ta te ;

(11) "pool” m ean s a n  u n d e rg ro u n d  reservo ir c o n ta in in g , or a p p e a r­
ing  to con tain , a  com m on acc u m u la tio n  of oil o r gas. E ach  zone of a 
general s tru c tu re  w h ich  is com ple te ly  se p a ra te d  from  a n y  o th e r  zone 
in th e  s tru c tu re  is covered  by th e  te rm  "pool”;

(12) "p roducer” m e a n s  th e  o w n er of a w ell or w e lls  cap ab le  of 
producing oil or g as  or bo th ;
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(13) "regular production" m e a n s  continuing production of oil or gas 

fr om a  well into production facilities and transportation to market, 

but does not include short t e r m  testing, evaluation, or experimental 

pilot production activities that have been approved b y  permit or order 

of the commission;

(14) "waste” me ans , in addition to its ordinary meaning, "physical 

w a s t e ” a n d  includes

(A) the inefficient, excessive, or improper use of, or unnecessary 

dissipation of, reservoir energy; a n d  the locating, spacing, drilling, 

equipping, operating or producing of a n y  oil or gas well in a m a n n e r  

w h i c h  results or tends to result in reducing the quantity of oil or gas to 

be recovered from a pool in this state under operations conducted in 

accordance with good oil field engineering practices;

(B) the inefficient above-ground storage of oil; a n d  the locating, 

spacing, drilling, equipping, operating or producing of a n  oil or gas 

well in a m a n n e r  causing, or tending to cause, unnecessary or 

excessive surface loss or destruction of oil or gas;

(C) producing oil or gas in a m a n n e r  causing unnecessary water 

channeling or coning;

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

(E) the drowning with water of a pool or part of a pool capable of 

producing oil or gas, except insofar as an d to the extent authorized by 

the commission;

(F) underground waste;

(G) the creation of unnecessary fire hazards;

(H) the release, burning, or escape into the open air of gas, from a 

well producing oil or gas, except to the extent authorized by the 

commission;

(I) the use of gas for the manufacture of carbon black, except as 

provided in this chapter;

(J) the drilling of wells unnecessary to carry out the purpose or 

intent of this chapter. (§ 2 ch 4 0  S L A  1955; a m  §§ 2, 3 ch 195 S L A  

1968; a m  §§ 14,15 ch 160 S L A  1978; a m  § 3 ch 91 S L A  1984)

Revisor's notes. —  Reorganized in 

1984 to alphabetize the defined terms.

Effect of amen d m e n t s .  —  T he 1984 

amendment inserted paragraph (13).
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Chapter 168

(I) "cancel" means to annul or terminate. |THE ANNULMENT OR 

TERMINATION) by formal action of the deparcmentA [OF] a certification, 

registration, license, permit or privilege Issued or allowed under 

thla title or regulations adopted under this title, because of an 

error or defect In the document Issued or the application for issuance

or because the person holding the document is no longer entlcled to

Iti

*  Sec. 10. AS 31.05.007(a) la amended to readi

(a) The term of office of each member lt six years. (THE GOVER­

NOR SHALL DESIGNATE WHO AMONG THE INITIAL APPOINTEES SHALL SERVE 

RESPECTIVELY FOR TERMS OF TWO YEARS. FOUR YEARS AND SIX YEARS.) A 

commissioner, upon the expiration of a term, shalt continue to hold 

office until a successor lt appointed and qualified.

* Sec. II. AS 36.30.015(e) Is amended to read:

(e) The boards of directors of the Alaska Railroad Corporation 

and the Alaska State Housing Authority shall adopt procedures to 

govern the procurement of supplies, services, professional services, 

and construction [BY THE CORPORATION). The procedures must be sub­

stantially equivalent to the procedures prescribed In this chapter and 

In regulations adopted under this chapter.

* Sec. 12. AS 39.20.190 la amended to read:

Sec. 39.20.190. DEFINITIONS. In AS 39.20.110 - 39.20.190

[AS 39.20.110 - 39.20. 170)

(1) "employee" or "state employee" means a person employed 

by a state agencyi

(2) "official" or "state official" means the appointive 

head of a state agency:

(3) “official travel" means travel inside or outside the 

state on official business of the state, for which payment or

,1 SCS CSHB 1 11 (Jud) -4-
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1990 SLA CH. 86

Chapter 86

AH ACT

Relating to the Alaaka Oil and Gaa Conaervation Conclaslon.

* Section I. AS 31.05.027 la attended to read:

Sec. 31.05.027. LAHD SUBJECT TO COMMISSION'S AUTHORITY. The 

authority of the commission appllea to all land In the state lawfully 

aubjact to lta police povere. Including (. IT APPLIES TO) land of the 

United Statea and (OR TO) land subjecc to the Jurisdiction of the 

United States (ONLY TO THE EXTENT THAT CONTROL AND SUPERVISION OF 

CONSERVATION OF OIL AND CAS AND PREVENTION OF VASTE BY THE UNITED 

STATES OH ITS LAND FAILS TO CARRY OUT THE INTENT AND PURPOSES OF THIS 

CHAPTER. AND OTHERWISE APPLIES TO FEDERAL LAND SO FAR AS AK OFFICER OF 

THE UNITED STATES KAVINC JURISDICTION. OR AN AUTHORIZED REPRESENTA­

TIVE. SHALL APPROVE ANY OF THE PROVISIONS OF THIS CHAPTER OR ORDERS 

OF THE COMMISSION WHICH AFFECT LAND). The authority of Che commission 

further appllea to all land Included In a voluntary cooperative or 

unit plan of developoenc or operation entered Into In accordance with 

AS 38.05.180(p>.

* Sec. 2. AS 31.05.150(a) la amended to read:

(a) A person who negligently (WILFULLY) violates a provision of 

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

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

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

FOR EACH DAY THAT THE VIOLATION CONTINUES). unless Che penalty for

-1 -  CSHB 55(Jud) am
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violation li otherwise provided for end node exclusive In cbls chap­

ter.

* Sec. 3. AS 31.O S .150(b) Is emended to reedi

(b) A (IT Al pereon who, for the purpose of evading thle chapter 

(,) or any regulation or order of the cooolaalon adopted under this 

chapter, knowingly comr.lt» an act apeclfled In AS 11.66.630(a) la 

rulltv of a claaa A nlademeanor (WILFULLY HAKES OR HAS HADE A FALSE 

ENTRY IN A RECORD, ACCOUNT OR KEHORANDUM REQUIRED BY THIS CHAPTER, OR 

BY A RFCULATIOS OR ORDER, OR WILFULLY OHITS, OR CAUSES TO BE OHITTED, 

FROH A RECORD, ACCOUNT OR MEMORANDUM. FULL. TRUE AND CORRECT ENTRIES 

AS REQUIRED BY THIS CHAPTER, OR BY A REGULATION OR ORDER, OR REMOVES 

FROM THE STATE OR DESTROYS. MUTILATES, ALTERS OR FALSIFIES SUCH RE­

CORD. ACCOUNT OR MEMORANDUM. THE PERSON IS GUILTY OF A MISDEMEANOR. 

AND UPON CONVICTION IS PUNISHABLE BY A FINE OF NOT MORE THAN S5.000, 

OR BY IMPRISONMENT IN JAIL FOR NOT MORE THAN SIX MONTHS, OR BY BOTH].

* Sec. 1. AS 31.05.150 la amended by adding a new subsection to read:

(f) A perron who knowingly vlolatea a regulation or order of the 

cocnlialon la gullcy of a misdemeanor punishable by a fine of no more 

than $5,000 a day for each day of violation.

Chapter 86

CSHB 55<Jud> am -2- HE0055O



S e c . 38 .05 .036. A u d it  o f  r o y a l ty  a n d  n e t  p r o f i t  p a y m e n ts ,
(a) T h e  D e p a rtm e n t of Revenue sh a ll a u d it  rep o rts , p ay m en ts , and  
p a y m e n ts  d u e  re la tin g  to ro ya lty  and  n e t p ro fits  u n d e r  oil a n d  gas 
c o n tra c ts , ag reem en ts , or leases u n d e r th is  ch a p te r.

(b) T h e  D e p artm e n t of R evenue m ay  inspec t a ll re p o rts  a n d  o th e r  
in fo rm a tio n  filed in  support of o r re la tin g  to ro y a lty  a n d  n e t  p rofits 
p a y m e n ts , w h e th e r  or not th a t  in fo rm ation  is con fid en tia l, a n d  sh a ll 
ho ld  t h a t  in fo rm atio n  confidential to  th e  e x te n t req u ire d  u n d e r  oil and  
g as  a g re e m e n ts , contracts, o r leases, or by  th is  c h a p te r  o r  AS 
43 .05 .230 .

(c) A ll in fo rm atio n  obtained by th e  D e p a rtm e n t o f R ev en u e  re la tin g  
to ro y a lty  a n d  n e t  profits paym en ts, inc lud ing  in fo rm atio n  o b ta ined  
u n d e r  A S 43, m ay  be m ade ava ilab le  to th e  d e p a r tm e n t, in  th e  form  of 
su m m a rie s  and , w hen in fu rth e ran ce  of th e  d e p a r tm e n t’s  ro y a lty  and  
n e t  p ro fits  functions, re lev an t po rtions of th e  a u d its . In fo rm atio n  
m ade  a v a ila b le  to th e  d ep a rtm en t th a t  w as o b ta in ed  u n d e r  A S 43 is 
c o n fid en tia l a n d  subject to th e  provisions o f A S 43.05.230.

(d) T h e  D e p a rtm e n t of R evenue m ay  conduct a u d its  u n d e r  th is  sec­
tio n  c o n c u rre n tly  w ith  aud its  or in v estig a tio n s  u n d e r  AS 43, a n d  m ay 
use  in fo rm a tio n  ob ta ined  from th e  d e p a rtm e n t in  ta x  a u d its , in v e s ti­
g a tio n s , o r proceedings u nder AS 43.

(e) In  th is  section , "aud it” m ean s th e  process o f o b ta in in g  su ffic ien t 
co m p e ten t e v id en tia ry  m a tte r  th ro u g h  inspection , o b se rv a tio n , in ­
q u iry , a n d  confirm ation  to afford e. rea so n ab le  b as is  for a sc e r ta in in g  
th e  com plian ce  by th e  subject o f th e  a u d it w ith  th e  ap p lic ab le  law , 
re g u la tio n , lease , agreem ent, and  co n trac t te rm s; i t  does n o t include 
a n y  o th e r  a c tio n s  necessary to a d m in is te r  th is  chap te r p e r ta in in g  to 
oil a n d  g as  ro y a lty  and  net profits p ay m en ts , inc lud ing  d a ily  a cco u n t­
ing  fu n c tio n s , certifica tion  procedures a sso c ia ted  w ith  those  a cco u n t­
in g  fu n c tio n s , a n d  enforcem ent o f p a y m e n ts  o f ro y a ltie s  a n d  n e t 
p ro fits . (§ 2 ch 61 SLA 1980)



Article 2. D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n .

Section Section
20. Powers of the department supply, sewage, and solid waste fa-

25. Accounting and disposition of fees cilities grants

30. Water quality enhancement, water 32. Alaska clean water fund.

40. Alaska environmental plan

§ 46.03.020 W a t e r ,  Am, E n e r g y ,  Etc. § 46.03.020

Collateral references. —  6 1A A m .  

Jur. 2d, Pollution Control, $ 6.

3 9 A  CJ.S., Health and Environment, 

§§ 5, 9-15, 125-145.

Power of 6tat« to prohibit or restrict ex­

portation of natural resources. 32 A L R  

331.

Preservation or protection of animals or

birds as subject of charitable trust. 66 

A L R  465.

Constitutionality of reforestation or for­

est conservation legislation. 13 A L R 2 d  

1095.

Right to maintain action to enjoin pub­

lic nuisance as affected by existence of 

pollution control agency. 60 A L R 3 d  665.

IWA V.

wUaT

c »

Sec. 46.03.020. P o w e r s  of the d e p a r t m e n t  T h e  d e p a r t m e n t  m a y

(1) enter into contracts necessary or convenient to carry out the 

functions, powers a n d  duties of the department;

(2) review a n d  appraise p r o g r a m s  a n d  activities of state depart­

m e n t s  a n d  agencies in light of the policy set out in A S  46.03.010 for 

the purpose of determining the extent to which the p r o g r a m s  a n d  

activities are contributing to the achievement of that policy a n d  to 

m a k e  re com m e n d a t i o n s  to the departments a n d  agencies, including 

but not limited to, environmental guidelines;

(3) consult with a n d  cooperate with

(A) officials a n d  representatives of a n y  nonprofit corporation or or­

ganization in the state;

(B) persons, organizations a n d  groups, public a n d  private, using, 

served by, interested in or concerned with the e n v i r o n m e n t  of the 

state;

(4) appear a n d  participate in proceedings before a n y  state or federal 

regulatory agency involving or affecting the purposes of the depart­

ment;

(5) undertake studies, inquiries, surveys or analyses it m a y  con­

sider essential to the ac com pli sh men t of the purposes of the depart­

ment; these activities m a y  be carried out by the personnel of the 

d e p a r t m e n t  or in cooperation with public or private agencies, includ­

ing educational, civic a n d  research organizations, colleges, universi­

ties, institutes a n d  foundations;

(6) at reasonable times enter a n d  inspect with the consent of the 

o w n e r  or occupier a n y  property or premises to investigate either ac­

tual or suspected sources of pollution or contamination or to ascertain 

compliance or noncompliance with a regulation w h i c h  m a y  be adopted 

u n der A S  46.03.020 —  46.03.040; information relating to secret pro-

C l t



§ 46.03.020 A l a s k a  S t a t u t e s 5 46.03.020

cesses or m ethods o f m an u fac tu re  discovered during  in vestiga tion  is 

con fiden tia l;

(7) conduct in ves tig a tion s  and  hold hearings and compel the a tte n ­

dance o f w itnesses and th e  production  o f accounts, books and docu ­

m ents b y  the issuance o f  a subpoena;

(8) advise and cooperate w i th  m un ic ipa l, regional and other local 

agencies and officia ls in  th e  sta te , to carry ou t the purposes o f th is  

chapter;

(9) act as the offic ia l agen cy  o f the  sta te  in  a ll m atters affecting th e  

purposes o f the  d ep a rtm en t under federal law s  now  or hereafter en ­

acted;

(10) adopt regu la tions necessary to e ffectuate the purposes o f th is  

chapter, inc lud ing , b y  w a y  o f  e xam p le  and no t lim ita tion , regu lations 

pro vid in g  for

(A ) control, p reven tion  and  a ba tem en t o f a ir , w a ter , or land  or sub ­

surface land po llu tion ;

(B) safeguard standards for p e tro leum  and na tu ra l gas p ipe line  con­

struction, operation, m od ifica tion  or a ltera tion ;

(C) protection o f pub lic  w a te r  supp lies b y  estab lish ing  m in im um  

d rin k in g  w a te r  standards, and  standards for the construction, im ­

provem ent, and m a in ten an ce  o f  pub lic  w a te r  supp ly systems;

(D) collection and  d isposa l o f  sew age and industr ia l waste;

(E ) collection and d isposa l o f  garbage, refuse, and o ther discarded 

solid  m ateria ls  from  in d u s tr ia l, com m ercia l, agricu ltu ra l and com m u­

n it y  a c tiv ities  or operations;

(F) [Repealed, § 12 c h  172 S LA  1978.]
(G ) control o f pesticides;

(H ) other purposes as m a y  be requ ired  for th e  im p lem en ta tion  o f 

the  po licy declared in  A S  46.03.010;

(I) handling , transporta tion , trea tm en t, storage, and disposal o f  

hazardous wastes;

(11) a fter consu lta tion  w i th  o ther s ta te  agencies and local govern ­

m en t officials, id en tify  and  propose for add ition a l or deletion , by  regu ­

la tion , other licenses, p e rm its  or au thor iza tion s  for w h ich  the p ro v i­

sions o f A S  46.35 are app licab le , and report a n n u a lly  to the leg is la ­

ture the  perm its w h ich  h a ve  been  inc luded  or deleted;

>ooit en v i ro n m en ta l serv ice  tees in to  an  accoun t iu  the g eu 1

pect th e  prem ises o f se llers and  suppliers o f pa in t, vessels,

  je and boa ting  supp lies , and  ta ke  o th er actions necessary to

enforce A S  46.03.715. (§ 3 ch 120 S L A  1971; am  § 1 ch 220 S L A  1976; 

am  § 2 ch 60 S L A  1977; am  § 12 ch 172 S L A  1978; am  § 8 ch 93 S L A  

1981; am  § 86 ch 138 S L A  1986; am  § 1 ch 67 S L A  1987)
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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.-

J|j 25.(20 (aid to families with dependent children). AS *7. 25.(30 •

iji *7.25.615 (adult public assistance), and AS *7.25 .975 - *7 .25.990

<11 (food steeps) shall be remitted to the Department of Revenue under

(i| AS 37.10.050(a).

•j * Sec. 92. AS 10.15.535. 10.15.5*0i AS l*.56.035i AS 14.57.015s AS 16.-

»! 05.053. AS 37.05.500(a)(1), 37.05.500(a)(4). 37.05.500(a)(6). AS 44.*2.025. 

■ •J AS 44.83.195(c). and AS 46.03.020(12) and 46.03.025 are repealed.

* See. 93. Notwithstanding AS 37.10.050(a). as amended by sec. 1, ch.

138, SLA 1986, a fee charged by an agency under a regulation that was

adopted before July 1, 1987, under authority of a statute chat docs not 

expressly authorize a charge for a service, la valid if it would have been 

3 J* valid before the 1986 amendment of AS 37.10.050(a). The regulation and fee

l4|| remain In effect, and the agency may cliaigv for the service, until the

,5r regulation la repealed or amended by the agency. To amend Che regulation

le'j to change the fee, the agency shall meet the standard of AS 37.10.050(a) aa 

1,(1 amended by sec. 2 of this Act.
9

'•'j • Sec. 9*. Notwithstanding AS 37.10.050(a), as amended by sec. 2 of

19 
JO 

21
72

73

I
9

10
II
17

this Act, a fee charged under a regulation thar was adopted before the

effective date of this Act thac establishes a fee or other charge that

exceeds Che estimated actual cost to a state agency in administering the

a c d v t c y  or providing the service for which the fee nr charge is imposed is

valid if It would have been valid before the effective date of this Act. •|
,4|j The regulation and fee or charge remain In effect, and the agency may 

**rj collect the fee or charge for the activity or service, until (1) thr. regu- 

lation Is repealed or amended, or (2) two years after the effective date of 

J7lj this Act, whichever Is snoner. If chc regulation Is amended to change the 

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

J to the fee or charge.
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6.7 O ther Plans of O peration. N othing in Section 6.2 hereof shall be deem ed to prohibit Owners 
from partic ipating  in any plan of operation required, approved, or perm itted  by any governmental 
authority  having jurisdiction in accordance with any valid and applicable order, rule, regulation 
a n d /o r law , and  w hich is not inconsistent with any other provision hereof or the  TAPS Agreement.

SECTION 7 
O p e r a t i n g  P r o c e d u r e s

7.1 Quality an d Intermixing of Petroleum.

(a )  Only Petroleum  will be  accepted  for transportation in the System. All Petroleum  transported 
through the  System will be interm ixed with other Petroleum shipm ents and shall be subject to such 
changes in  gravity, quality  and o ther characteristics as may result from  such intermixing. No person 
shall be entitled  to  receive the identical Petroleum delivered into the  System. Delivery shall be out 
of the  com m ingled stream  or com mon stock. In order to insure th a t no sh ipper will be materially 
dam aged o r benefited by changes in gravity, quality or other characteristics d ue  to intermixing in the 
System, each  O w ner w ill require shippers tendering it Petroleum  for transportation in its undivided 
interest in  the  System to participate in just and nondiscrim inatory adjustm ents among all shippers 
in the  System for changes in gravity, quality and certain o ther characteristics w hich materially affect 
the value of Petroleum  transported in the  System. The Owners by agreem ent will establish, or cause 
to be  established, a  system for such adjustm ents (herein referred to as Quality Bank).

(b )  P etro leum  will not be accepted for transportation in  the  System unless ( i)  it is suitable 
for refining or use as a  fuel and contains no m ore than one-half of 1 %  (0.5%) by volume of basic 
sedim ent an d  w ater [w ith the w ater being limited to two-tenths of 1 %  (0 .2% )], (ii) its tem perature 
does not exceed 140°F, (iii) its hydrogen sulfide (H 2S) content in solution does not exceed 50 parts 
per m illion by w eight, and  (iv) it will not result in the calculated com bined stream  of Petroleum in 
the System under the  custody of each Owner a t any given entry  po in t in th e  System at any given 
tim e exceeding ten  (10) parts p e r million hydrogen sulfide (H 2S) content in  solution by weight, 
or the  vapor pressure of such com bined stream exceeding the  g reater of atm ospheric pressure or
14.7 psia  a t  receip t tem perature. In  calculating the above specified characteristics of the combined 
stream  of Petroleum  a t any given entry point in the System u nder the  custody of each Owner only 
Petroleum  delivered into the System by that Owner at the po in t and  all points upstream  shall be 
considered. In  no event w ill Petroleum  be accepted for transportation in the System unless its gravity, 
viscosity, p o u r poin t, vapor pressure and  other characteristics are  such tha t i t  is readily susceptible 
to safe and  efficient transportation through the System and will n o t m aterially affect the  characteristics 
of o ther Petroleum  shipm ents for which adjustm ents are not or w ill not be  available through the 
Quality Bank.

(c ) Before any  Petroleum  will be accepted for transportation through the System which is 
from any p roducing  reservoir or processing p lan t from which Petroleum  has not previously been 
accepted for transportation, the O w ner to whom such Petroleum  is tendered shall give the Operator 
and all o ther O w ners w ritten notice thereof at least thirty (30) days prior to its actual acceptance. 
Such notice shall include a suitable assay of the tendered Petroleum  and O perator’s advice as to
the ability o f the System to handle and transport such Petroleum  safely and  efficiently. During
such th irty  (30) day  period  each O w ner shall advise O perator of any objections to the acceptance 
of such Petroleum  solely on the basis of anticipated dam age to the System or dam age to the com­
m ingled stream  of a  kind for which just and reasonable com pensation cannot be obtained through
the Q uality Bank. If  any Owner so objects, the m atter shall be  referred to the Owners through
the Ow ners C om m ittee for resolution.

7.2 M easurem ents of Receipts and Deliveries of Petroleum . O perator shall ascertain and record 
the quan tity  and  quality  of Petroleum  received into and delivered o u t of the  System as follows:
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(a )  Quantity Measurements.

( i )  Meters. Custody transfer measurement o f all receipts into and deliveries out o f the 

System  shall be b y  meters except in instances where meters m ay not be operable or 

otherwise available in wh ich  case an alternate m ethod provided for in the O il  Measurements 

M anua l shall be used.

( i i)  Calibration of Meters. Operator shall calibrate or cause to be calibrates, in 

accordance w ith  the O il  Measurements Manual, all tanks, meters, and m eter proveis to 

be used in the operation o f the System, and at the reasonable request o f any Owner, 

O perator w ill confirm the accuracy o f existing meter prover base volumes and tank tables 

used in  connection w ith  the System.

(b )  Quality and Characteristic Anab'sis. Basic sediment and water (B S & W ), temperature, 

gravity, and other Petroleum  qua lity  tests shall be m ade by Operator in accordance w ith  the 

O il  Measurements Manual.

(c )  Reporting to Owners. Operator shall report to each O w ner for all Petroleum  received 

into and  delivered out o f the System  for the account o f such O w ner on the basis o f standards 

set forth  in  the O il Measurements Manual.

7.3 Petroleum  Losses and Gains. A l l  losses and gains of Petroleum from or in the System  shall 

be allocated b y  Operator among the O w ners as hereinafter set forth:

(a ) T h e  total amount o f any loss o f Petroleum in the Pipeline exceeding 4,000 Barrels 

occasioned b y  or resulting from  any single identifiable event shall be allocated am ong all Owners 

based on their Percentage of Ow nersh ip  in the Pipeline at the time the loss occurs.

(b )  T h e  total am ount o f any loss o f Petroleum in Term inal Tankage exceeding 4,000 Barrels 

occasioned b y  or resulting from any single identifiable event shall be allocated among all 

Owners in the proportion that the Petroleum in the custody of each O w ner in Term ina l Tankage 

at the beginning of the D a y  on w h ich  the loss occurs bears to total Petroleum held  in Term inal 

Tankage at the beginning of that D a y .

(c ) A l l  gains and all other losses o f Petroleum in the System or extractions from Petroleum 

in topping plants shall be allocated am ong all Owners in the proportion that the total 100 Barrel- 

M ile  Deliveries for each O w ner ’s account bears to the total of all 100 Barrel-M ile  Deliveries. 

Operator shall make such allocations monthly, bu t the cumulative net amount of such gains, 

losses or extractions shall be adjusted m onthly on a Ca)endar-Year-to -Date basis w ith in  a Calendar 

Year.

7.4 Scheduling and Use o f the System . Each  O w n er ’s right to transport Petroleum through the 

System  shall be in accordance w ith  its Percentage o f Ownership in the Pipeline. N o  O w n e r  m ay 

receive into or transport through the System  a Vo lum e o f Petroleum in excess o f its A c tua l D a ily  

P ipeline Capacity. N o  O w n er  m ay de liver out of the System  a Vo lum e of Petroleum in  excess o f the 

amount o f Petroleum held in that O w n e r ’s W orking Inventory and O w ner’s Base Inventory. Each  

O w ner shall first deliver out of the System  Petroleum held in its Ow ner’s W ork ing In ven tory  and m ay 

thereafter d e liver Petroleum held in its O w n e r ’s Base Inventory provided:

( i)  the lifting was included in the L iftin g  Schedule, or w ill not adversely affect the scheduled 

lifting o f any other O w ner.

( ii)  the lifting w ill  not impair the m inimum required inventory operating levels as determ ined ' 

b y  Operator.

( iii)  tire lifting O w n er ’s Base In ven tory  at tire commencement of each such lifting  is equal 

to the Vo lum e of Base Inventory such O w ner is obligated to provide under Section 7.6 hereof.



The th ro ugh pu t capacity of the System will vary from tim e to tim e because of variations in the gravity, 
viscosity and  o ther characteristics of the Petroleum  hand led , deviations from full operability  a t design 
rates of a ll System facilities including but not lim ited to equ ipm ent failure, unp lanned  shutdown and 
other fac to rs which may cause the actual throughput cap ac ity  of the System to deviate from design 
capacity. In  o rder to insure tha t each Owner has the oppo rtun ity  to schedule and use its Actual Daily 
Pipeline C apacity , Owners agree tha t the scheduling and  use of the System shall be in accordance with 
the follow ing provisions:

( a )  Scheduling and Use of the Pipeline. By no tice  no la te r  than two (2 )  Weeks prior to 
the W eek  of the  anticipated D ate of Commissioning a n d  W eekly after such first notice, O perator 
w ill advise  each O w ner of the  Estimated D aily P ipeline C apacity  for each O w ner for the six-Week 
p e rio d  commencing two W eeks after the date  of such notice. By notice no later th a n  one (1) W eek 
p rio r to  the com m encem ent of such six-Week period a n d  W eekly after such first notice, each Ow ner 
w ill advise O perator of its throughput schedule for th e  six-W eek period, com mencing one W eek 
a fte r  th e  date  of such notice. Any Owner may at any  tim e  revise its schedule provided that no 
O w n er shall schedule or deliver into the System m ore Petroleum  than can be transported in such 
O w n er’s Estim ated D aily Pipeline Capacity. Any O w n er’s failure for any reason to use fully its 
E stim a ted  D aily Pipeline Capacity shall no t thereafte r en title  it  to schedule o r use capacity in 
excess of its Estim ated D aily Pipeline Capacity.

( b )  Scheduling and Use of Terminal.

(i) Scheduling of Liftings and Vessels. By notice no later than  one (1 ) W eek prio r 
to  the W eek th a t any Ow ner expects to com m ence lifting Petroleum  a t the  Term inal and  
W eekly after such first notice, each Ow ner w ill advise O perator of the  schedule of Vessels 
i t  expects to call a t the  Terminal during the six-W eek period  com mencing one (1 ) W eek 
a fte r  such notice specifying for each Vessel sch ed u led  during the first W eek of such six- 
W eek  schedule and  to the extent possible for th e  last five Weeks, the  Volume to be lifted, 
nam e, size, place of registry, Scheduled Arrival D ay, and such  other inform ation as required 
b y  the  Port Inform ation Manual. All Vessels scheduled  by  each O w ner m ust be able to 
com ply, and  the party  responsible for its operation shall comply, w ith the Port Inform ation 
M anual.

(ii)  Preparation of Lifting Schedule. W ith in  tw enty-four (24) hours from the tim e 
O w ners are  required to provide the above Vessel and  lifting schedule inform ation, O perator 
shall prepare and subm it to each Ow ner a prelim inary  com posite schedule of such inform ation 
toge ther w ifh  projected daily W orking Inventory for th e  applicable six-W eek period. If there  
a re  m ore proposed liftings on any Day during th e  first W eek of such six-W eek period than  
can  be accom m odated by the Term inal and such  conflicts cannot be resolved voluntarily 
betw een  the conflicting Owners, O perator shall resolve such conflicts by giving priority to 
Vessels whose Scheduled Arrival Day has been inc lud ed  in the  Lifting Schedule the longest. 
I f  after applying the  above rule there a re  still m ore such  proposed liftings on any Day than  
c an  be accom m odated, O perator will resolve rem aining conflicts based on the following rules:

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

B. when W orking Inventory is projected O pera tor to be below tw enty percent (20% ) 
of W orking C apacity  on the Day of such conflicts, O perator w ill give priority to the  
Vessels scheduled by the Owner with the highest Volume of W orking Inventory,

C. when W orking Inventory is projected by O perator to be betw een twenty percent 
(20% ) and seventy-five percent (75% ) inclusive of W orking Capacity on the Day of 
such conflicts, O perator will give priority to Vessels scheduled by the O w ner with the  
highest percent of Owner’s W orking C apacity utilization.



A fter resolution of all conflicts in accordance w ith the above rules, the Lifting Schedule then 
established shall be issued to each Owner.

(iii) Revision of Lifting Schedule. Any changes may be m ade to the Lifting Schedule 
established in 7 .4 (b )(ii) by any Ow ner upon written notice to O perator a t least seven (7 )  
days in advance of a scheduled lifting sub ject to the scheduling priority rules provided for in 
Section 7 .4 (b )(ii) . Changes w ith less than  such seven (7) days notice may be m ade only 
in  accordance with the following rules.

A. Vessel substitutions may be  m ade at any time b y  notice to the O perator p ro ­
vided such substitution will not adversely affect any other O w ner’s scheduled liftings and 
the substituted Vessel complies w ith  the Port Inform ation M anual.

B. Any other changes and revisions may be m ade a t any tim e provided,
1. the requested change or revision will no t affect a lifting scheduled by  any 

other Owner unless such other O w ner’s prior w ritten  consent is obtained, and
2. the requested change or revision will not, based on the Lifting Schedule, 

result in a projected W orking Inventory in excess of seventy-five percent (75% ) of 
W orking Capacity w ithin the next seven (7) Days or aggravate a W orking Capacity 
condition which is already above such inventory level.

(iv ) Notice of Revised Lifting Schedule. When a revision or change is m ade to tire 
L ifting Schedule in accordance with 7 .4 (b )( ii i)  above, the  O perator w ill prom ptly notify all 
the Owners of the revised Lifting Schedule and  the effective date  of the  revision.

(c )  Failure to Comply with Lifting Schedule.

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

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

B. such scheduled Vessel, a substitu te  Vessel or any other scheduled Vessel nom i­
nated  to lift the scheduled Volume has not established an Actual Arrival Time.

(ii) If a vessel which has established an Actual Arrival Tim e does not lift at least ninety 
percen t (90% ) of the Volume scheduled to be lifted by such Vessel, the Ow ner scheduling 
such Vessel shall be charged (by way of a  debit to its O perating Expense account) a penalty  
of five cents (50) on each Barrel less than  ninety percent (90% ) of the  Volume scheduled to 
be lifted by such Vessel which rem ains unlifted  at the beginning of each  Day after the  D ay 
the Vessel completes its lifting, when, at the  beginning of such Day;

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

B. a substitute Vessel or any scheduled Vessel nom inated to lift the unlifted Volume
has not established an Actual Arrival Time.

(iii)  Any penalty charged to an O w ner under ( i)  or (ii) above shall be allocated to the  
o ther Owners (by way of a credit to their O perating Expense accounts) in the proportion tha t 
each such other Owner's W orking C apacity not being used by each such Ow ner at the  begin­
ning of the Day the penalty is applied bears to the total W orking C apacity not being  used 
by all such Owners at the beginning of th a t Day.

(iv) Any delays in establishing an Actual Arrival Time due to:
A. any act or omission of O perator, or
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B. any local event or condition o f general application not w ith in  the control o f 

Operator, the O w n er  scheduling such Vessel or any other person responsible for the 

operation or control o f such Vessel

w h ich  act, event or condition does or w ou ld  prevent all Vessels from establishing an Actual 

A rr iva l T im e  shall be subtracted from a Vessel’s Ac tua l Arrival T im e  in determ ining the 

time a  Vessel w ou ld  have but for such de lay  established an Actual Arrival T im e  under (i)  or

( ii)  above.

( v )  In  addition, the penalty for failure to lift n inety percent (90% ) of scheduled Volum e 

provided  for in ( ii)  above shall not be app lied  when such failure is due to

A . any act or omission of Operator, or

B. any local even t or condition of general application (except mechanical equip­

m en t m alfunction on the Vessel) not w ith  the control o f Operator, the O w n er  scheduling 

the Vessel or any other person responsible for the operation or control o f such Vessel

wh ich  act, event or condition prevents that Vessel from lifting  ninety percent (90% ) of the 

Vessel’s scheduled lifting.

(d )  Docks.

( i )  Assignment of Dock Space. Vessels shall be assigned dock space b y  Operator in 

the order o f A c tua l Arriva l Tim e. Provided, however, that Vessels establishing an Actual 

A rriva l T im e  more than one D ay prior to their Scheduled A rriva l D a y  shall be assigned dock 

space b y  Operator earlier than one D a y  prior to their Scheduled A rriva l D a y  only if such 

earlier assignment w ill not interfere w ith  the docking o f Vessels establishing an Actual 

Arriva l T im e  on or one D a y  prior to their Scheduled A rriva l Day. Each  Vessel shall dock 

when and as instructed b y  Operator. I f  any Vessel is unable to dock w hen  instructed, 

Operator shall dock the next Vessels w a iting  to be docked based on the order o f dock assign­

ment until the Vessel that was unable to dock is able to dock.

( i i )  Lifting Time. A fte r  a Vessel has been docked, i t  shall be a llowed tw en ty -fou r (24) 

hours from  the tim e that Operator gives notice of readiness to commence either loading or 

deballasting w ith in  wh ich  to complete its lifting  and to release its last line from  a mooring 

point a t the dock. I f  any Vessel fails to release its last mooring line before a specified 

departure tim e contained in a notice from  Operator (w h ich  specified departure time shall 

not be earlier than the end of such tw en ty -four (24) hour period, nor earlier than four (4) 

hours after Operator transmits such notice to the Vessel), the O w ner scheduling such Vessel 

shall thereafter pay a penalty of T w o  Thousand Dollars ($2,000) for each hour or part 

thereof such Vessel remains at the dock, w h ile  such dock is required to load another Vessel 

which has established an Actua l Arriva l T im e . T h e  Operating Expense account o f the Ow ner 

incurring the penalty shall be deb ited  w ith  the full amount o f any such pena lty  and the 

Operating Expense accounts of all other O w ners shall be credited w ith  a pro rata share of 

such p en a lty  prorated on the basis o f the Percentages of Ownership o f the P ipeline o f such 

other Ow ners.

A n y  de la y  due  to:

A .  any act or omission of Operator, or

B. a local event or condition o f general application (except mechanical equipment, 

m alfunction on the Vessel) not w ith in  the control o f Operator, the O w n er  scheduling 

the Vessel or an y  other person responsible for the operation or control o f such Vessel

which act, even t or condition prevents the Vessel from vacating the docks shall be added to 

the time until a Vessel is required to vacate the deck.



(e ) Working Capacity. I f , at the beginning of any Day, W ork ing  Inventory equals or 

exceeds seven ty-five percent (75% ) of W ork ing  Capacity and any O w ner’s W ork ing  Inventory is 

in excess o f such O w ner ’s W ork in g  Capac ity , such O w ner shall be charged a pena lty  o f T w e n ty  

Cents (200) per D a y  per Barrel for each Barrel in such Ow ner’s W ork ing  Inventory in excess 

of such O w ner 's  W ork ing  Capacity. T h e  Operating Expense account o f the O w n er  incurring 

the penalty shall be deb ited  w ith  the fu ll amount of any such penalty and the O perating  Expense 

accounts of the other Ow ners shall be credited w ith  an amount determ ined by  m u ltip ly ing  the 

total amount o f the penalty fo r  any D a y  by a percentage determ ined for each O w n er  b y  d iv id ing  

the amount o f that O w n er ’s W ork ing  C apac ity  at the beginning of that D a y  not being used b y  

i t  by the aggregate of all O w n e r ’s W ork ing  Capacity  a t the beginning of that D a y  not being  used 

b y  its Owner. In  calculating the penalty under this Section 7.4(e), the number o f excess Barrels 

at the beginning of any D a y  shall be reduced by

(i)  the number o f Barrels scheduled to be lifted  b y  a Vessel w h ich  has established an 

Actual Arriva l T im e  at th e  beginning o f any D a y  the penalty is applied bu t is unable to 

dock because the passage through Prince W illiam  Sound or Va ldez A n n  is closed to shipping 

due to an event or condition not w ith in  the control o f the O w ner incurring the penalty, 

and

(ii)  the number o f Barrels scheduled to be lifted b y  a Vessel w h ich  has docked but is 

unable to lift at the beginning of any D a y  due to any act or omission o f Operator or due to 

any local even t or condition of general application not w ith in the control o f Operator, the 

O w ner scheduling such Vessel or any person responsible for the operation or control of 

such Vessel which does or wou ld  prevent all Vessels from  loading.

7.5 Manuals. Owners w ill arrange for the preparation of all manuals referred to in this Oper­

ating Agreement and such other manuals as are required for the safe and efficient operation of the 

System, or the administration o f this Operating Agreem ent or which are required by  any applicable 

law , regulation or agreement. A n y  such manuals or changes thereto shall be approved b y  the Owners 

through the Ow ners Com m ittee. I f  there are any conflicts between the provisions o f such manuals 

and the terms o f this Operating Agreem ent, this Operating Agreem ent shall control.

7.6 Base Inventory. Each  O w n er  shall provide or cause to be provided a Vo lum e o f Petroleum 

for Pipeline Base Inven tory as required to begin and maintain the operation of the System  equivalent 

to its Percentage of Ownership in the Pipeline m ultip lied b y  the total Vo lum e o f Petroleum required 

for Pipeline Base Inventory. E a ch  O w ner shall also provide or cause to be provided  a Vo lum e of 

Petroleum for Term inal Tankage Base Inven tory as required to begin and maintain the operation of 

the System equ iva len t to its Percentage o f Ownership in  the Term inal Tankage m ultip lied  b y  the 

total Volum e o f Petroleum required for Term ina l Tankage Base Inventory. Operator shall give 

written  notice to each O w ner specifying the time or times after such notice that each O w n er  w ill be 

required to provide its share o f Base Inven tory required to commence operations. Subject to  the 

lifting  o f Base Inven tory as p rovided  in Section 7.4 each O w ner shall provide Base Inven tory required 

to maintain its share when and as requested b y  Operator. I f  any Owner fails to provide its share of 

Base Inventory w hen  and as requested b y  Operator, Operator m ay acquire the same and charge the

cost thereof to the account of such Ow ner. „

7.7 Transfers o f Petroleum W ith in  the System. Excep t as m ay result from a sale, transfer or 

assignment of an Owners interest in the System covered in Section 13 hereof, no O w ner shall transfer 

its custodial responsibility for Petroleum w ith in  the System. Operator shall on ly account for transfers 

o f Petroleum as a ticket transaction at receipt and delivery points.

7.S Connections to the P ipeline. A ll connections m ade to the Pipeline shall be ow ned b y  the 

Owners in accordance w ith  their Pciccntages of Ownership in the Pipeline. Connections shall be 

made to the Pipeline in accordance w ith  all applicable laws and regulations and in accordance w ith  

standards and procedures w h ich  m ay be adopted by the Owners through the Owners Comm ittee 

from time to tim e for the safe and efficient operation of the Pipeline.
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FIRST AME N D M E N T  
TO

AGREEMENT F O R  THE 
OPERATION A N D  MAINTENANCE OF 

THE TRANS ALASKA PIPELINE SYSTEM

THIS FIRST AMENDMENT to the Agreement for the Operation and 
Maintenance of the Trans Alaska Pipeline System, entered into 
as of September 1, 1978 by and among Amerada Hess Pipeline 
Corporation, a Delaware corporation, ARCO Pipe Line Company, 
a Delaware corporation, BP Pipelines I n c . , a Delaware corporation, 
Exxon Pipeline Company, a Delaware corporation, Mobil Alaska 
Pipeline Corporation, a Delaware corporation, Phillips Alaska 
Pipeline Corporation, a Delaware corporation, Sohio Pipe Line 
Company, a Delaware corporation, and Union Alaska Pipeline 
Company, a California cjrporation, h e r e i n  called ’’Owners":

lf l T N E S S E T H  :

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

WHEREAS Owners now desire to amend the said Agreement as 
p r o vided hereinbelow:

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

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

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

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



S E C O N D  A M E N D M E N T  
T O  ’

AG R E E M E N T  F O R  T H E  
O P E R A T I O N  A N D  M A I N T E N A N C E  OF 

T H E  TRANS A L A S K A  P I P E L I N E  S Y S T E M

THIS S E C O N D  A M E N D M E N T  to the A g r e ement for the O p e r a t i o n  a n d  .. ..
M a i n t e n a n c e  o f  the Trans  A l a s k a  P i p e l i n e  Sys tem, e n t e r e d  into as o f  
J a n u a r y  2, 1979 b y  a n d  among A m e r a d a  H e s s  P i p e l i n e  C o r p o r a t i o n ,  a  
D e l a w a r e - c o r p o r a t i o n ,  A R C O  P i p e - L i n e  Compa n y ,  a  D e l a w a r e  c o r p o r a t i o n ,  
B P  P i p e l i n e s  Inc., a D e l a w a r e  corporation, E x x o n  P i p e l i n e  C ompa n y ,  a  
D e l a w a r e  corp or a t i o n ,  M o b i l  A l a s k a  P i p e l i n e  Company, a D e l a w a r e  
c o r p o r a t i o n , ^ P h i l l i p s  A l a s k a P i p e l i n e  C o r p o r a t i o n ,  a . D e l a w a r e  
corpor a t i o n ,  S o h i o  P i p e  L i n e  Company, a D e l a w a r e  c o r pora tion, a n d  
U n i o n  A l a s k a  P i p e l i n e  Company, a C a l i f o r n i a  c o r p o r a t i o n ,  h e r e i n  c a l l e d  
" O w n e r s " : .

-• .................. W I T N E S S E T H : . . .

_ •• -.WHEREAS 'Owners o r  their p r e d e c e s s o r s  i n . I n t e r e s t  in the T r a n s  
A l a s k a  P i p e l i n e - S y s t e m  e n t e r e d  into that c e r t a i n  a g r e e m e n t - e n t i t l e d  
" A g r e e m e n t  f o r  the O p e r a t i o n  and M a i n t e n a n c e  of the T rans A l a s k a  1-. 
P i p e l i n e  S y s t e m "  as o f  M a y  20, 1977, w h i c h  said a g r e e m e n t ' g o v e r n s  
the o p e r a t i o n  a n d  m a i n t e n a n c e  of the T r a n s  A l a s k a  P i p e l i n e  S y s t e m  a n d  
the employment..of an o p e r a t o r  t o - p e r f o r m  on b e h a l f  of. Owners c e r t a i n  
services r e l a t e d  to o p e r a t i n g  and m a i n t a i n i n g  the s a i d  System, a n d

W H E R E A S  sai d A g r e e m e n t  w a s  h e r e t o f o r e  a m e n d e d  b y  the p r o v i s i o n s  
of  the F i r s t  A m e n d m e n t  t h e r e t o  entered into b y  O wners as of A u g u s t  1, 
1978, a n d

;  W H E R E A S  Owners n o w  d esire to a m e n d  f u r t h e r  the sa id A g r e e m e n t  as
p r o v i d e d  h e r e i n b e l o w ;  ..... _• . -. ; . •_ -

' * * * • • * ■ V.

N O W  T H E R E F O R E ,  i n  c o n s i d e r a t i o n  o f  the m u t u a l  c o v e n ants h e r e i n  
c o n t a i n e d  a n d  o t h e r  g o o d ‘and v a l u a b l e  c o n s i d e r a t i o n ,  O wners h e r e b y  
a g r e e  a n d  c o v e n a n t  as follows:

1, S u b p a r a g r a p h  (ii) o f  P a r a g r a p h  (b) of S e c t i o n  7.1 o f  
t h e  s a i d  A g r e e m e n t  for O p e r a t i o n  a n d  M a i n t e n a n c e  of 
t h e  Trans A l a s k a  P i p e l i n e  S y s t e m  b e  a n d  is h e r e b y  
a m e n d e d  to read:

(ii) its t emperatur e does n o t  e x c e e d  142° F, 
p r o v i d e d  that p e t r o l e u m  m a y  be a c c e p t e d  for 
t r a n s p o r t a t i o n  at any p o i n t  in the S y s t e m  at 
a t e m p e r a t u r e  in excess o f  142° F but o n l y  
u n d e r  s u c h  circumst ances and d u r i n g  such times 
as O p e r a t o r  h e r e u n d e r  d etermine s, w i t h  a p p r o v a l  
of  the O w n e r s  acting through the Owners C o m m i t t e e  
u n d e r  S e c t i o n  4.2 hereof, w i l l  n o t  result in 
v i o l a t i o n  o f  any design o r  o p e r a t i n g  r e q u i r e m e n t  
for the S y s t e m  at any p o i n t  in the S y s t e m  or 
r e s u l t  in inequities or d i s c r i m i n a t i o n  as b e t w e e n  
O w ner s o r  shippers,

0, _ - n —



FIFTH AMENDMENT 
TO

AGREEMENT FOR THE 
OPERATION AND MAINTENANCE OF 

THE TRANS ALASKA PIPELINE SYSTEM

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

WITNESSETH:

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

~ WHEREAS s'di’d- A'greement~was“heretofore-amended—by— the---------
provisions of the First, Second, Third and Fourth Amendments 
thereto entered into among the Owners as of September 1, 1978, 
January 2, 1979, July 1, 1Q80 and September 1, 1980, 
respectively, and

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

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

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

7.9 Operation of Standby Pumping Un i t s . Standby pumping 
units may be operated from time to time in the discretion of the 
Operator. In the event Owners, or any of them, construct 
facilities qualifying as an Expansion or Substage, as those
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Fifth Amendment to 
Agreement for the Operation 
and Maintenance of the 
Trans Alaska Pipeline System 
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 include such increment attained by operating 
standby pumps.

IN TESTIMONY W H E R E O F f this Fifth Amendment to the Agreement 
for the Operation and Maintenance of the Trans Alaska Pipeline 
System is executed by Owners in counterparts, each of which 
shall be considered an original, effective as of the day and 
date first appearing above. ^

AMERADA HESS PIPELINE 
CORPORATION

MOBIL ALASKA PIPELINE COMPANY

* By. By.

ARCO PIPE LINE COMPANY PHILLIPS ALASKA PIPELINE 
CORPORATION

-SyEE

BP PIPELINES INC.

By.

SOHIO PIPE LINE COMPANY

Ct®

AK

EXXON PIPELINE COMPANY

!  By v / L .

UNION ALASKA PIPELINE COMPANY 

By__________________________



WHEREAS said Agreement was heretofore amended by the 

provisions of the First, Second, Third, Fourth, Fifth, Sixth 

and Seventh Amendments thereto entered into among the Owners 

as of September 1, 1978, January 2, 1979, July 1, 1980,

September 1, 1980, April 15, 1982, September 18, 1982 and 

August 1, 1983, respectively, and

WHEREAS Owners now desire to amend further the said 

Agreement as provided herein below;

NOW, THEREFORE, in consideration of the mutual covenants 

herein contained and other good and valuable consideration,

Owners hereby agree and covenant that the Agreement shall be and 

hereby is amended as follows:

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

hereby amended to read:

(b) Petroleum will not be accepted for transportation in 

the System unless (i) it is suitable for refining or use as a 

fuel and contains no more than thirty-five one hundreths of 1% 

(0.35%) by volume of basic sediment and water, (ii) its temperature 

does not exceed 142° F, provided that petroleum may be accepted 

for transportation at any point in the System at a temperature 

in excess of 142° F but only under such circumstances and during 

such times as Operator hereunder determines, with approval of the



Owners acting through the Owners Committee under Section 4.2 

hereof, will not result in violation of any design or operating 

requirement for the System at any point in the System or result 

in inequities or discrimination as between Owners or shippers,

(iii) its hydrogen sulfide (H2S) content in solution does not 

exceed 50 parts per million by weight, and (iv) it will not 

result in the calculated combined stream of Petroleum in the 

System under the custody of each Owner at any given entry point 

in the System at any given time exceeding ten (10) parts per 

million hydrogen sulfide (H^S) content in solution by weight 

or the vapor pressure of such combined stream exceeding the 

greater of atmospheric pressure or 14.7 psia at receipt 

t e m p e r a t u r e .

IN TESTIMONY WHEREOF, this Eighth Amendment to the 

Agreement for the Operation and Maintenance of the Trans 

Alaska Pipeline System is executed by Owners in counterparts, 

each of which shall be considered an original, effective as 

of the day and date first appearing above.

AMERADA HESS PIPELINE 
CORPORATION

MOBIL

By



D
E

P
A

R
T

M
E

N
T

 
OF

 
L

A
W

OF
FI
CE
 
OF
 
TH
E 

A
T
T
O
R
N
E
Y
 
G
E
N
E
R
A
L

is’IS
“ S 3 RHI > 5? P

s § s I < r

1

2

3

4

5

6

7

8

9

10 

11

12 I

1 3

1 4

15

1 6

1 7

1 8

1 9

20 

21 

22

2 3

2 4

2 5

2 6

BEFORE THE STATE OF ALASKA 
DEPARTMENT OF ENVIRONMENTAL CONSERVATION

STATE OF ALASKA, DEPARTMENT OF 
ENVIRONMENTAL CONSERVATION,

C o m p l a i n a n t ,

v s .

ALYESKA PIPELINE SERVICE COMPANY, 

R e s p o n d e n t .

COMPLIANCE ORDER BY 
CONSENT AND AGREEMENT 
SETTLING LIABILITY

This Compliance Order By Consent and Agreement 

Settling Liability is entered into by and between the Alaska 

Department of Environmental Conservation ("ADEC") and Alyeska 

Pipeline Service Company ("Alyeska") to settle all currently 

pending air quality disputes relating to permits for the 

construction, modification, operations, or any physical or 

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

including its pump stations and the Valdez Marine Terminal.

A l l egations.

1. By letter to Alyeska's President James B.

Hermiller dated June 18, 1990 (copy attached hereto as Exhibit A) 

ADEC has alleged that Alyeska has illegally failed to obtain 

prevention of significant deterioration ("PSD") and state 

emission permits pursuant to 18 Alaska Administrative Code 

("AAC") 50.300 - .400 for changes made to TAPS since the time of 

its original construction. The United States Environmental 

Protection Agency ("EPA") in a Notice of Violation issued June 

19, 1990 has made similar allegations under the federal Clean Air
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Act. ~ A D E C 's allegations, if true, may subject Alyeska to civil 

and criminal liability under, inter alia, AS 46.03.760 and 

46.03.790. ADEC therefore alleges that the initiation of 

compliance order proceedings under AS 46.03.850 is justified.

2. Alyeska denies ADEC's allegations, and contends 

that it has obtained all required permits for its operations, has 

constructed and operated TAPS as originally permitted, and has 

not made any changes requiring PSD or state emission permits 

without obtaining such permits. Alyeska denies that compliance 

order proceedings are justified. However, Alyeska wishes to 

avoid the expense and uncertainty of litigation and further 

compliance order proceedings. Therefore, Alyeska voluntarily 

enters into this Compliance Order By Consent and Agreement 

Settling Liability ("Agreement") with ADEC.

16 I
P u r pose,

17
3. The purpose of this Compliance Order by Consent

18
i
; and Agreement Settling Liability is to resolve all pending claims

19 I

20 

21 

22

23

24

25

26

of ADEC with respect to the need for PSD or state permits for 

construction, modification, operation, or any physical or 

operational changes to TAPS from the time of its original 

permitting and construction through current operations, and to 

assure full compliance with all existing air quality permitting 

requirements.

C o v e n a n t  N o t  T o  S u e .

2
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4. ADEC agrees not to bring any action, civil or 

criminal, against Alyeska, its officers and directors, the TAPS 

owner companies, or their officers and directors, for any 

penalties or sanctions for failure to obtain PSD or state 

emission permits for any action or event from the construction of 

TAPS through the date of this Agreement. ADEC will not 

encourage, directly or indirectly, a n y  such action by EPA or 

others, but may take such action as is needed to fulfill its 

statutory responsibilities, such as by responding to public 

information inquiries or records requests under state law.

PSD Permit Application (s).

5. Not later than December 1, 1990 Alyeska will file

pursuant to 18 AAC 5 0 . 3 0 0 ( c ) (3) a best available control

technology analysis ("BACT") of tank venting, as BACT is defined 

in 18 AAC 50.900(9), for the volatile organic compound ("VOC") 

emissions vented from the 18 crude oil storage tanks located at 

the Valdez Marine Terminal. The analysis will include a proposed 

schedule for application of each proposal for BACT Alyeska makes. 

Thereafter,

(a.) in the event that ADEC agrees with Alyeska's.

BACT analysis, then Alyeska shall take such installation or other

action as might be required to apply the proposed BACT to tank 

venting in accordance with a schedule approved by ADEC; or

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

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



and Alyeska cannot come to an agreement with respect to the 

appropriate BACT, ADEC will make its selection of BACT for tank 

venting provided that in no event will Alyeska be required to 

spend more in costs of control than $3,000.00 per ton of VOCs. 

Alyeska may appeal pursuant to 18 AAC 15.200 - .310 ADEC's 

selection of BACT only on the grounds the BACT chosen by ADEC is 

unsafe, mechanically impossible to apply, or exceeds costs of 

control of $3,000.00 per ton of VOCs. If Alyeska does not appeal 

it will take such installation or other action as might be 

required to apply ADEC's choice of BACT. If Alyeska does appeal, 

absent a stay granted pursuant to 18 AAC 15.210 or an injunction

granted by the Superior Court, it shall abide by ADEC's decision 1

i
selecting BACT and install or take such other action according toi 

the timetable set out in the decision pend i n g  completion of the 

appeal.

6. With respect to the three subjects enumerated in 

ADEC's letter of June 18, 1990, other than tank venting which is 

covered by paragraph 5 above, Alyeska may:

(a.) file PSD permit applications for any one or' 

a combination of the three subjects, or

(b.) continue to operate in accordance with the 

applicable "allowable emissions" limitations set out in paragraph 

7 below.

If Alyeska files a PSD permit application or 

applications under subparagraph (a) above but thereafter elects 

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



any final PSD permit issued [after any appeals that may be taken 

of ADEC's best available control technology ("BACT") 

determination under 18 AAC 50.400(c) are finally resolved], it 

may instead continue to operate in accordance with the applicable 

allowable emissions limitations set out in paragraph 7 below with 

respect to the subject matter of the application or applications. 

If a final PSD permit is issued and Alyeska elects under the 

preceding sentence not to operate under it, it shall so notify 

ADEC and ask that the PSD permit be rescinded.

Allowable Emissions.

7. The allowable emissions for the three subjects,

other than tank venting covered by paragraph 5 above, enumerated

in ADEC's June 18, 1990 letter are as follows:

(a.) The sulfur content o f  the liquid fuel used

to power the Avon gas generators at pump stations #6 - 10, and 

12, may be no higher than .17 percent.

(b.) The Avon gas generators at the pump stations 

may be operated under the maximum fuel consumption rates and 

subject to the limitations in the attached Exhibit B for liquid 

fuel-fired generators and the attached Exhibit C for gas fired 

generators.

(c.) Each of the waste g a s  incinerc;tors at the 

Valdez M a r i n e  Terminal may be operated at a maximum incineration 

rate of 184 million british thermal units ("MMBTU") per hour, or 

a maximum monthly average of 522 MMBTU per hour total for all

5
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three waste gas incinerators, and within design limits for 

minimum and maximum operation of any individual incinerator.

Emission Limitations Pending New PSD Permits.

8. For any source subject to a PSD application or 

applications filed under paragraph 6 above, Alyeska will comply 

with the allowable emissions limitations set out in paragraph 7 

while such PSD application or applications are pending ADEC's 

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

limitations are altered by a PSD permit issued by ADEC pursuant 

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

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

the Division of Environmental Quality for permission to burn fuel 

in the Avon gas generators with a higher sulfur content than 

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

generators at greater fuel consumption rates than those specified 

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

determined by ADEC during PSD permit processing. If Alyeska 

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

adequate description explaining why the allowable emission 

limitation(s) impose unreasonable economic burdens or limits 

pipeline throughput without significant environmental benefit.

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

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

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

appeal to the ADEC Commissioner or to any court.
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9. Pendinq completion of BACT review for the VOC 

emissions from the crude oil storage tanks at the Valdez Marine 

Terminal, and any additional time required for appeals or 

construction and installation of equipment necessary to bring 

Alyeska into compliance with the requirements of any permit, 

Alyeska shall limit venting time from the 18 crude oil storage 

tanks at the Valdez Marine Terminal to .5% of the time based on a 

monthly average. For the purposes of determining compliance with 

this .5% limitation, venting time will not include:

(a.) downtime due to scheduled maintenance 

("scheduled maintenance" as defined in paragraph 15 below) or 

emergency repair of the vapor recovery system. ADEC will be 

notified in advance of any of these activities;

(b.) venting due to unavoidable operational 

upsets and/or equipment malfunctions ("malfunctions" as defined 

in paragraph 15 b e l o w ) .

Alyeska will submit to ADEC a best operations 

management plan for the 18 crude oil storage tanks and the vapor 

recovery system not later than October 1, 1990. The plan will 

include a proposed definition of "operational upsets" and a 

justification for the definition, detailing the likely 

operational upsets that would produce tank venting. To the 

extent the provisions of this paragraph are inconsistent with the 

provisions of paragraph 15 below, pending implementation of BACT 

under paragraph 5 above the provisions of this paragraph shall 

govern.

7
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10. As between it and ADEC, Alyeska will not 

contest PSD applicability for the four subjects enumerated in 

ADEC's June 18, 1990 letter, or challenge the allowable emissions 

limitations set out in paragraph 7 above. However, nothing 

herein shall bar Alyeska from contesting PSD applicability as 

between it and EPA or other third parties should they seek 

penalties or sanctions based upon such PSD applicability under 

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

of Alaska Air Quality Control Plan.

W a i v e r  o f  J u d i c i a l  R e v i e w  R i g h t s .

12 ii

13 ,I
I

14 :
I
!i

15

16

I7 I

18
f

19 i

20 

21 

22

23

24

25

26

Permit Renewal Applications.

11. Ordinarily an ADEC air quality control permit 

applicant must file the application 30 days before the proposed

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

agree that this 30 day period is often too short a time for 

careful consideration of a requested permit, particularly when 

the permit renewal involves revisions to the expiring permit or 

involves consideration of physical or operational changes at a 

facility. Accordingly, Alyeska agrees that henceforth it will 

file applications for air quality control permit renewals for the 

pump stations and Valdez Marine Terminal at least 90 calendar 

days before the expiration date on the then existing permit.

ADEC agrees that it will release to Alyeska a draft permit 

renewal or permit denial, for review, at least 30 calendar days



prior- tro the expiration date of the existing permit, or at the 

time any notice is published under 18 AAC 50.400(a) (1), which 

ever event occurs first. Within 15 days of receiving the draft, 

Alyeska may request that ADEC meet with its representatives to 

discuss the draft permit or denial. Should Alyeska not file a 

permit renewal application at least 90 days before the expiration 

date of an existing permit, ADEC will be relieved of any 

obligation under this paragraph. Accordingly, a breach of this 

paragraph by either Alyeska or ADEC will not be considered a 

material breach of this Agreement, nor subject Alyeska to any 

penalty, and this paragraph will not otherwise be enforceable 

under AS 46.03.760 or 46.03.790 or other applicable law against 

either party.

Advisory Working G r o u p .

12. ADEC, in consultation and cooperation with 

Alyeska, will create an advisory working group of technically 

qualified and competent individuals for the purposes set out 

below. The group shall consist of 3 representatives each from 

Alyeska and ADEC, which representatives may not be attorneys and 

need not be employees of either party, and may be replaced from 

time to time as the need arises. Alyeska will provide 

consultants and other support as necessary, and will provide the 

group with such information as the group may require. Alyeska 

and ADEC will designate their respective 3 representatives in 

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



of this- A g r e e m e n t , which representatives may be replaced by other 

qualified individuals as the need arises. The group will conduct 

its work and any studies in a cost-efficient and objective 

manner. The group will be co-chaired by an ADEC and Alyeska 

representative. The group will advise and make written 

recommendations, including majority and minority reports, to ADEC 

not later than March 1, 1991 (except as an earlier date is 

otherwise noted below) on:

(a.) proposed BACT selections for venting from 

the 18 crude oil storage tanks at the Valdez Marine Terminal and 

for any PSD permit application filed under paragraph 6 above.

The group's written recommendations for BACT selection(s) for 

venting from the 18 crude oil storage tanks shall be delivered to 

ADEC not later than January 15, 1991;

(b.) any additional emissions data that the group 

determines to be necessary to evaluate any significant emission 

sources operated by Alyeska at the pumps stations or Valdez 

Marine Terminal for compliance with applicable emission 

limitations;

(c.) best management practices for inclusion in 

future Valdez Marine Terminal permits governing the operation and 

routine maintenance of the Valdez Marine Terminal vapor recovery 

system, including waste gas incinerators and crude oil storage 

tanks, so as to reduce venting of VOCs from the crude oil storage 

tanks to the maximum extent possible and to maintain the maximum 

combustion efficiency of the waste gas incinerators;
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  (d.) appropriate routine data collection and

monitoring requirements for inclusion in future permits 

including, but not limited to, recommendations as to the 

potential for installation of continuous emission monitors, for 

existing significant emission sources operated by Alyeska;

(e.) reasonable measures to avoid the occurrence 

of excessive emissions which might otherwise occur during 

malfunctions, startups, shutdowns and necessary maintenance of 

existing significant emission sources operated by Alyeska;

(f.) the feasibility of establishing emission 

limits, operating parameters and methods for monitoring such 

limits and parameters for the ballast water treatment system.
I

For the purpose of only this paragraph 12,

"significant emission sources" includes any source listed in 18 

AAC 50.300(a)(5) with annual emissions, excluding fugitive 

emissions as defined in 18 AAC 50.900(49), of an air pollutant 

regulated under the federal Clean Air Act of more than 100 tons 

per year, or any other source with annual emissions, excluding 

fugitive emissions as defined in 18 AAC 50.900(49), of an air 

pollutant regulated under the federal Clean Air Act of 250 tons 

per year or more.

Reimbursement of ADEC's Costs Of Working G r o u p .

13. Alyeska will reimburse ADEC for its reasonable 

costs incurred after the date of this Agreement in participating ; 

in the advisory working group created pursuant to paragraph 12

1 1
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above "and in processing the PSD permit applications and BACT 

analyses submitted pursuant to paragraphs 5 and 6 above.

Reasonable costs will include costs such as any ADEC consultant 

fees, ADEC staff time at $35.00 per hour, and incidental 

administrative costs and expenses, such as for travel and 

photocopying. Such costs will be bjlied to Alyeska on a monthly 

basis; total costs which ADEC may bill Alyeska for ADEC's 

participation in the working group after the date of this 

Agreement shall not exceed $100,000.00. ADEC will provide 

adequate documentation to Alyeska of all costs claimed as 

reimbursable under this paragraph to Alyeska.

Reimbursement of Past Costs.

14. Alyeska will pay to the State of Alaska not later 

than 10 working days from the effective date of this Agreement
i

the sum of $250,000.00. This sum shall reimburse ADEC for its i

I
costs of investigating PSD and permit matters and issuing interim 

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

of this Agreement.

I

Upset, Malfunction and Scheduled M a i n t e n a n c e .

15. The pump station and Valdez Marine Terminal air
i

quality control permits are hereby amended to include the 

following condition governing upsets, malfunctions and scheduled ! 

maintenance:

" D E F I N I T I O N S

I.

1 2
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—  'Excess emissions' means the emission of air 

contaminants in excess of applicable emission limitations or 

requirements in this permit or in any applicable regulation in 18 

AAC 50.

'Malfunction' means any sudden and unavoidable failure 

of a source, including air pollution control equipment, process 

equipment or process to operate in an expected manner; failures 

caused entirely or in part by poor maintenance, careless 

operation or any other preventable equipment breakdown shall not 

be considered a 'malfunction'.

'Scheduled maintenance' means maintenance of a source 

which occurs during a period established by a term of this 

permit, or which begins 7 working days after the permittee 

provides written notice to the Department, or for which the 

Department has otherwise provided written permission.

'Shutdown' means the cessation of operation of any
If

source, including pollution control equipment, process equipment
I

or process for any purpose.

'Startup' means the setting into operation of any
I

source, including pollution control equipment, process equipment 

or process,,

TREATMENT OF EXCESS EMISSION INCIDENTS.

Excess emissions caused because of a startup, 

shutdown, malfunction or period of scheduled maintenance of a

source (including pollution control equipment, process equipment ;

i

13
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or process) shall not be considered a violation of this permit or 

the emission limitations of 18 AAC 50, or counted as an increase 

in emissions for purposes of 18 AAC 50 . 3 0 0 ( 6 ) (B) and (C) provided 

t h a t :

1. the excess emissions do not occur with such 

frequency that careless, marginal or unsafe operation is 

indicated, or are not part of a recurring pattern indicative of 

inadequate design, operation or maintenance;

2. the emission of air contaminants is reduced as 

much as practicable during the period of excess emissions;

3. during scheduled maintenance, repairs to the 

equipment causing the excess emissions are made with maximum 

reasonable effort, including the use of off-shift and overtime 

labor as needed and as available;

4. when startup or shutdowns are a frequent part of 

routine operations, the permittee takes maximum effort to reduce
j

excess emissions during such startup or shutdown;

5. to the maximum extent practicable, permittee 

maintained and operated the source of the excess emissions in a 

manner consistent with good practice for minimizing emissions and 

otherwise consistent with the manufacturer's suggested operation 1 

and maintenance practices; and

6. permittee notified the Department of the excess 

emissions incident by telephone not later than 24 hours after the ’
i

permittee knows or reasonably should have known of the event, and 

included in the notification a description of the nature of the

14
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occurrence, of its duration, of the steps taken consistent with 

1) through 5) immediately above, as applicable, and permittee 

timely provided a written report of the excess emissions incident 

consistent with the reporting requirements of the permit."

The foregoing condition replaces paragraphs 22 and 23 

of the existing Valdez Marine Terminal permit, paragraphs 13 and 

14 of the existing pump station 1 through 4 permits, and 

paragraphs 14 and 15 of the existing pump station 12 permit, and 

will be deemed to be included as a condition in the upcoming 

permits for pump stations 6 through 10. For each permitted 

facility, Alyeska will notify ADEC of any excess emissions 

incident in compliance with paragraph 6 of the above quoted 

condition governing upsets, malfunctions and scheduled 

maintenance.

i
II

Withdrawal of Appeals and Motions for Stay.

16. Alyeska hereby withdraws its requests for 

adjudicatory hearings and motions for stay filed with ADEC for 

pump stations #1 through 4 and 12, and for the Valdez Marine 

Terminal, without prejudice to its right to file such requests or 

motions for future permits. Alyeska agrees that it will not file 

such requests or motions for the pump station #6 through 10 

permits when issued on or before October 1, 1990, provided that 

such permits are no more stringent than the draft permits 

received by letter dated September 7, 1990, without prejudice to 

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

15



1
T h e  p u r p o s e  o f  t h i s  p r o v i s i o n  is to g i v e  the a d v i s o r y  w o r k i n g

2 group time to perform the analyses and make the recommendations

3 : required by paragraph 12 above for the purpose of longer term 

pump station and Valdez Marine Terminal permits.
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Valdez Marine Terminal Vapor Recovery System.

17. For the purposes of this Agreement and future 

permits Alyeska agrees that ADEC currently has statutory and 

regulatory authority to require as a permit condition that 

Alyeska operate and maintain in good working order the existing 

vapor recovery system, including the waste gas incinerators and 

associated piping and equipment, at the Valdez Marine Terminal.

D e l a y s .

18. If any event occurs which Alyeska believes will i

16 i
or may cause delay in or prevent the achievement of any provision !

1  
18 |

19

20 

21 

22

23

24

25

26

of this Agreement, Alyeska shall notify ADEC in writing within 7

calendar days of becoming aware of the anticipated delay or

inability to comply and describe the expected length of the

delay, the precise cause or causes of the delay or the reasons j

for its inability to comply, and any measures it intends to take !

to minimize the delay or attempt to avoid noncompliance. Alyeska

may request within the 7 day period a meeting with ADEC to
*

explain the anticipated delay or inability to comply. For events 

causing delay or inability to comply that could not have 

reasonably been foreseen or anticipated, such as an earthquake,



Alyeska" shall notify ADEC in writing within 7 days of the 

occurrence of the event.

If ADEC finds that (a) Alyeska has complied with the 

notice requirements of the preceding paragraph, and (b) that any 

delay or inability to comply has or will be caused by 

engineering, design or installation problems which could not 

reasonably have been foreseen and prevented, or by labor strife, 

a natural disaster (such as an earthquake) or by other 

circumstances beyond the reasonable control of Alyeska, ADEC 

shall extend the time for performance for a period no longer than 

the delay resulting from those circumstances.
j

If the ADEC determines that Alyeska has not complied 

with the notice requirements of the preceding paragraph, or that !
i

the event causing the delay or inability to comply is not beyond ' 

the reasonable control of Alyeska, failure to comply with the 

provisions of this Agreement shall constitute a breach of its
i

requirements. ADEC shall notify Alyeska in writing of its 

reasons or findings in the event ADEC denies Alyeska's request 

for an extension of time or denies waiver of the performance i
i

_

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

to comply is caused by circumstances beyond the control of 

Alyeska, and, if applicable, the length of any such delay 

attributable to those circumstances, shall rest with Alyeska.

Increases in cost or expenses incurred by Alyeska in fulfilling 

the requirements of this Agreement shall not be a basis for any 

extension of time or excuse for inability to comply. Any

I
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a p p r o v e d  d e l a y  in o r  w a i v e r  o f  i n t e r i m  r e q u i r e m e n t s  s i u l l  n o t  

a u t o m a t i c a l l y  j u s t i f y  o r  e x c u s e  d e l a y  in t h e  a t t a i n m e n t  o f  

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

a n  e x t e n s i o n  o f  t i m e  d o e s  n o t  t o l l  a n y  t i m e  s p e c i f i e d  i n  t h i s  

p a r a g r a p h  u n l e s s  A D E C  p r o v i d e s  a w r i t t e n  e x t e n s i o n .

A D E C ' s  d e c i s i o n  u n d e r  t h i s  p a r a g r a p h  s h a l l  c o n s t i t u t e  

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

R u l e  o f  A p p e l l a t e  P r o c e d u r e  6 0 2 ( a ) ( 2 ) .  H o w e v e r ,  A D E C ' s  d e c i s i o n  

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

s t a y  is g r a n t e d  b y  t h e  c o u r t .  U n l e s s  s t a y e d  b y  t h e  c o u r t ,  a n y  

i s t i p u l a t e d  p e n a l t i e s  i m p o s e d  u n d e r  p a r a g r a p h  19 o f  t h i s  A g r e e m e n t  

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

d e c i s i o n  o n  a p p e a l  i s  r e n d e r e d  in A l y e s k a ' s  f a v o r ,  in w h i c h  c a s e  

A l y e s k a  s h a l l  n o t  b e  l i a b l e  t o  p a y  t h e  s t i p u l a t e d  p e n a l t i e s .

S t i p u l a t e d  P e n a l t i e s .

19. S h o u l d  A l y e s k a  f a i l  t o  m e e t  t h e  B A C T  a n a l y s i s

d e a d l i n e  s e t  o u t  in p a r a g r a p h  5 a b o v e ,  it s h a l l  p a y  t o  t h e  S t a t e

o f  A l a s k a  $ 1 0 0 , 0 0 0 . 0 0  f o r  t h e  f i r s t  d a y  t h e  d e a d l i n e  is m i s s e d ,  

a n d  a n  a d d i t i o n a l  $ 5 , 0 0 0 . 0 0  p e n a l t y  f o r  e a c h  d a y  t h e r e a f t e r  t h a t  

t h e  d e a d l i n e  is m i s s e d ,  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  p a r a g r a p h  18

a b o v e  g o v e r n i n g  e x c u s e d  d e l a y s .

R e s e r v a t i o n  O f  R i g h t s .

20. E x c e p t  a s  o t h e r w i s e  e x p r e s s l y  p r o v i d e d  i n  t h i s  

A g r e e m e n t ,  t h e  S t a t e  o f  A l a s k a  r e s e r v e s  t h e  r i g h t ,  a n d  t h i s

18



A g r e e m e n t  d o e s  n o t  w a i v e  a n y  s u c h  r i g h t ,  to i n v e s t i g a t e ,  p u r s u e  

o r  b r i n g  a n y  c l a i m ,  c i v i l  o r  c r i m i n a l ,  l e g a l  o r  e q u i t a b l e ,

- i n c l u d i n g  b u t  n o t  l i m i t e d  t o  c l a i m s  u n d e r  A S  46 o f  a n y  k i n d ,  or 

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

s t a t u t e ,  r e g u l a t i o n ,  p e r m i t ,  a p p r o v a l ,  o r d e r  ( i n c l u d i n g  b u t  n o t 

l i m i t e d  t o  t h i s  A g r e e m e n t )  o r  a c c e p t a n c e ,  i n c l u d i n g  b u t  n o t  

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

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

A l y e s k a  r e s e r v e s  a l l  r i g h t s  a n d  d e f e n s e s  a g a i n s t  a l l  s u c h  c l a i m s  

t h a t  m a y  b e  a s s e r t e d  b y  t h e  S t a t e  o f  A l a s k a .

N o t h i n g  in t h i s  A g r e e m e n t  is a w a i v e r  b y  A D E C  o f  its

r
i r i g h t s  u n d e r  A S  4 6 . 0 3 . 8 2 0  ( g o v e r n i n g  e m e r g e n c i e s ) .
i

E n f o r c e a b i l i t y  U n d e r  A S  4 6 . 0 3 . 7 6 0 ,  4 6 . 0 3 . 7 6 5  a n d  4 6 . 0 3 . 7 9 0
i
I

21. E x c e p t  f o r  p a r a g r a p h  11 a b o v e ,  t h e  p r o v i s i o n s  of 

j t h i s  A g r e e m e n t  s h a l l  b e  c o n s i d e r e d  a n  e n f o r c e a b l e  o r d e r  a g a i n s t

A l y e s k a  f o r  t h e  p u r p o s e s  o f  A S  4 6 . 0 3 . 7 6 0 ,  4 6 . 0 3 . 7 6 5  a n d  

| 4 6 . 0 3 . 7 9 0 .

!
i

18 A A C  95 W a i v e r .

22. I n  p a r t i a l  c o n s i d e r a t i o n  f o r  t h i s  A g r e e m e n t ,  

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

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

c o m p l i a n c e  o r d e r  u n d e r  18 A A C  95.

I

A m e n d m e n t .
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23. N o  a m e n d m e n t  t o  t h i s  A g r e e m e n t  is v a l i d  u n l e s s  

a p p r o v e d  in w r i t i n g  b y  t h e  u n d e r s i g n e d  r e p r e s e n t a t i v e  o f  A D E C  (or 

a d u l y  a u t h o r i z e d  de ignee) a n d  b y  a d u l y  a u t h o r i z e d  

r e p r e s e n t a t i v e  o f  A l y e s k a .

E f f e c t i v e  D a te.

24. T h e  e f f e c t i v e  d a t e  o f  t h i s  A g r e e m e n t  is t h e  d a t e  

i t  is s i g n e d  b y  t h e  a u t h o r i z e d  A D E C  o f f i c i a l  b e l o w .

D a t e d :  S e p t e m b e r  , 1 9 9 0 .

A L Y E S K A  P I P E L I N E  S E R V I C E  C O M P A N Y

D a t e d :  S e p t e m b e r

By:

T i t

1 9 9 0

James H e r m i l l e r  

P r e s i d e n t

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

E N V I R O N M E N T A L  C O N S E R V A T I O N

By': " M i c h e l e  B r o w n  

T i t l e :  R e g i o n a l  A d m i n i s t r a t o r

20
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t
3. The release of volatile organic compounds (VQC) on aa Iflwrmitteat beats from 

crud« oil storage tacis vents without collection by a vapor recovery system m the 
Valdez Marine Terminal These intermittent releasee have resulted In an increase 
in VOC emission* « the Valdez Marine Terminal greater than the 40 tons/vr 
quantity wt out in IS AAC 5<U00(aX6)(CXv).

4. An increase in the maximum rated capacity of the watte gas indneraton located at 
the Valdes Marine Terminal. This modification lias resulted In an increase in NOx 
and SO; eatiwions at the Valdes Marine Terminal greater than the 40 toas/yr 
quantities wt out in 18 AAC 50J0C(a)(6XO{ii) ^  (̂ 0*

(

These and other changes at the Alyeska Pipeline Service Co. facilities fail within the purview 
of 18 AAC 15.100(c)) which forbids the owner of an eidftfing facility from amending, 
modifying, or making any other change in a facility process or operation which rfegat result 
in an increase in emissions of sny size without first securing a sew permit The Department 
has cot aggregated the smaller increases in a music at from each of the other sources 
modified or added to a particular facility fair the purposes 0/ determining the applicability 
of 18 AAC 50̂ 00(a)(8)(Q. Review of the accumulation of faoreasee in emfagtass from a 
series of modifications at the use facility Is required under the regulation*. The 
Department reserve* the right to pursue the other modification and aceuffisdatica issues; 
however, in order to addrefa the most serious of the outstanding Issues, ADEC has elected 
for sow to discuss is detail oaly the few items identified above.

In the 1974 sir quality couaral permit applications Coe the main gas turbines at Pump 
Statical 14 6-10, &sd 12 (Deosmber 15,1981, Sec. 114 response, VeL I, eah. 1). Alyeska 
listed the amdaua feel far each main gas rurbias as 167 thousand standard cubic 
feet per hour (MSCF/fc?) far easaral gas firing and 6,000 pounds pir hour (lbs/hr) for 
turbine feel oil firing'

* Jis, i mIn tbs Dmmfeat 15,19^1 See. 114 response to the SPA (pegs IS,, Table 3), Alyeska 
quantified ̂ 9  sm&mm fedl usage far each mstii gas turbine as 168 MSCF/hr far natural 
gas firing aad 1,116 pis/hr far Umtid feel firing before the addition of rbn cooling and 20? 
MSCF/hr for asasfsl gas as$ 1*313 gals/hr far liquid feel after the addition of rim cooling.

When the NOx emission* from the (M turbines at the 1974 feel rate are compared with the 
NOx emissions at the 1988 fed rate, the increase La NOx emiseiOBfl due to the increase in 
fuel usage resulting from tbf addition of rim cooling is approKimauiy 48 toas/y? per turbine 
for Pump Stations 1-4, and approximately 174 toas/yr per turbine far Pump Stations 6-10, 
and 12 (see Attachment A far calculations).
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Tbs iuaeiM la emissions of No* &t each pump station ii greater thas (ba 40 toni/yr 
quantity Listed In 18 AAC 50J00(aX4)(C)(iil). Therefore, the addition af ri® ccoliag to 
each m*in gas turbine represents a modification, u defined by 18 AAC 50,900(28) of a 
'major" facility described la 18 AAC 50.300(aX8)(C), and a permit application tod ravfc% 
is required la accordance wth 18 AAC 50 .300(b) ud (c) and 50.400(6X3), ai well &a by the 
federal prevention of sipiflont deterioration (PSD) rsguUtioai at 40 CFR 52̂ 1(bX2).

hcrane in Mari mum Siijfef Cantem of Fuel

In the 1974 air quality control permit application tor the main g&s curbis/a at Pump 
Stations 10 and 12 (December 15, 1988, Sec. 114 response, Vol L eah. l\  Aiyoifea lilted the 
maximum sulfur contact of the fuel burned in the main gee turbine* as 0.17 percent and 
identified the grade of fed as "ASTM No. I • CT feeL" Furthermore, in on October 19, 
1974, letter from Mr. Frgnk TberreU of Alpha to Dr. Max Brewer of ADEC Aiyeaki 
amended the 1974 permit applications for toe main gas turbines at Pmap Stadorn 6*9 to 
lower the s&dmum sulfur content from 0.94 percent to 0.17 percent for the fuel burned in 
these main gas turbine, saying:

(I

Since substisdoa of the permit applications for Pump Station 5,6,7,8,9, aad 
11, It bas bees decided sot to use Prudhoe Bay aud* oU si a fed source for 
the Turbine Driven • Mainline Puapa. These pump stations will use the 
same feel (ASTM No. 1 -CT fuel) u  U planned for Pussp Station* 10 and 11 
This change win result is a lower $02 emission from these stadoos by a factor 
of four times.

(Sea pap l of the October 19, 1974, TbemU letter.)

In a May 1,1990, letter from Us, Oscar S. Dldeason of Alyeska to Mr. Wfeiaa D.
McOee of ADEC, AJy&hB m m  that the adfer cornsst of the turbise fed produced at 
Pump Station 10 aad used at Pump Stations 10 aad 12 ttvmgssd 0J3 percent aad ranged 
from 0.29 pmem to 0,4 p&ass (pap 8). Alyeska goes on to toy that thia range in 
turbine fed sdfer contest ia reprweatative of the stife? c&tueoi of the turbine
fed pre&seed at Pump Stoddn 6 and 8, which U used at Pomp Statioos 5,6,7,8 and 9.

When the SO? emtesdom from the sain gas turbines «t the 1974 marimum fed tulfer 
content of 0.17 percent are compared with the SO? emissions« the 1990 tmdnwm feel 
luifer content of 0,4 perm, the increase in SO? m iniom  due to the increase la the 
feel sulfur content Is epprctisiiely 248 toas/yr per turbifte for Pump Stations 6*10 and 
12 (see Amchment A tor ; calculations).

i

The net Increase in tmissihoi of SO? at each pump itttioa is greater than the 40 tons/yr 
quantity listed In 18 AAC‘50.300 (a)<6XC)(ui). Therefore, the Increase In the tulfer 
comeat of the feel burned la tha mein gas turbines at Pump Stations 6*10 and 12
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represents a raodific&dea, ta defined by If ACC 50,900(2*), of « facility described in

ta tho 1974 air quality control permit application for tho V&i&s Marino loading 
Tern"inal (VMT), there is no description or quantification of venting froa crude oil 
storage tanks (December 15,198S, Sec, 114 response, VoLl, uh 1), Furthermore, in tha 
November 19,1974, Air Quality Control Permit to Operate (Permit # AQG22f), there 
are no permit condition allowing the venting of tha crude oil storage tanks.

According to tha April 1974 Air Quality Summary FUpon tor tha VM7 (December 15, 
1984, Sac. 1J4 rwponaa, Vol Q, 3), hydrocarbon emissions from tb* crude oil 
storage tahJts u/ould ba Virtually e&nmated* by tha us* of an elaborate vapor recovery 
system which co&Saes and interchange* vapors among tha tanks and Indmtma any 
surplus vapor (page 2*1). In the report's summary of aiscaU&aaoua sources of 
hydrocarbon emlsriota that would be uncontrolled, no ra&adoa of crude oil storage tank 
venting is made (p&gaj <2*7 to 6-1),

!

After reviewing Alyeska’s crada oil storage tank reports for the dm* period from 
January 1,1990, to April 25,1990, the Department estimates the annual VQC emissions 
from m k venting to be ippro^mataly 350 tom/yr (see attachment B for okulation*). 
This estimate is conservative because lt does not account for the lack of venting data for 
the time period from March 19 to March 25, 1990, when the vapor recovery system was 
shut down for piping fe p ta m

Alyeska has changed Its method of operation of the erode oil storage tank and vapor 
recovery system, which if a aodScadoa as defined by If AAC 56,900(23) of & fcdiliy 
described in If AAC 5&$66(&X$)(C), and a permit application and review It required in 
accordas* wish If AAC 5H3O0 aad (c) and 50.400(cX3)*

When quoted if Sim  or federal permits were Issued allowing crude oil storage tank 
venting, Alyestei reepoadbd ia a May l, 1990, letter from Mr. Oscar S. Dicfcaeoa of 
APSCo to Mr. BiB L&momus of ADEC that minor vesting has occurred sia?a terminal 
operations first began In 1977 to relieve overpressure and during emofgeacy situations* 
upsets, breakdowns, and taaifuaetioLi. Alyeska’i May U 1990, Uttar goea on to say that 
the fact that ADEC permitted each erode oil storage tank with breather valves Indicates 
that ADEC anticipated shme tank venting would occur as early as 1974,

The Department disajje** with this petition for a number of reasons, including the
followby

W l . ic Camwund, from Crudt CHI S lM fl Tania
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