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Prudhoe Bay Unit Agreement

thereafter fo r such further period as is provided by law, the lease 
or other agreement.

1G.4 Salvaging Equipment Upon Termination. Working In­
terest Owners shall have the r it fo r such period of time as may 
reasonably be necessary (but not less than three (3 ) years) after 
♦he date of termination of this agreement to salvage nnd remove 
Unit Equipment. The Director may extend such period o f time for 
salvage and removal when in his opinion such action is warranted.

16.5 Certificate of Termination. Upon termination of this 
agreement, Unit Operators shall file fo r record in the Barrow Re­
cording District and in the filing office of the Division of Lands in 
Anchorage, Alaska a certificate declaring that this agreement lias 
terminated and its termination date.

ARTICLE 17
EXECUTION

17.1 Original, Counterpart or Other Instrument. An owner 
of Oil or Gas Rights may become a party to this agreement by exe­
cuting the original of this instrument, a counterpart thereof, or 
other instrument agreeing to become a party hereto. The execution 
of any such instrument shall have the same effect as if ah the 
parties had executed the same instrument.

17.2 Joinder in Dual Capacity. Execution as herein provided 
by any party as either a Working Irterest Owner or a Royalty 
Owner shall commit all interests within the Unit. Area owned or 
controlled by such party.

ARTICLE 18 
Relationship of Agreements

18.1 Unit Agreement and Unit Operating Agreement. Insofar 
as the respective rights and obligations of Working Interes Owners 
on the one hand and the State of Alaska on the other 1 and are 
concerned, this agreement shall control n case of any co.iflict be­
tween it and the Unit Operating Agreement. Insofar us th > rights 
and obligations of the Royalty Interest Owners other than tin. State
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Prudhoe Bay Unit Aoreemenl

o f Alaska and of the Working Interest Owners are concerned, the 
Unit Oporati Agreement shall control in cases of conflict between 
the two agreements. I f  they so desire and if they so provide in the 
Uni Operating Agreement, tbp W o f mg Interest Owners and the 
Royalty Owners other than the State of Alaska shall have the right 
to establish a different method of accounting between themselves from 
that here provided as between the State of Alaska and the other 
parties hereto.

ARTJCLb 19 
General

19.1 Amendments Affecting Working Interest Owners. Amend­
ments he.cto relating wholly to Working Interest Owners may be 
made if executed by all Working Interest Owners.

19.2 Action by Working Interest Ouners. Any action, deter­
mination or approval recpiired or permitted by "Working Interest 
Owners hereunder shall be in accordance with the provisions of the 
Unit Operating Agreement.

19.3 Lien and Security Interest of Unit Operators. Unit Oper­
ators shall have a lien upon and a security interest in seven-eighths 
(Vs) of all Unitized Substances and in all other interests of Working 
Interest Owners in the Unit Area as provided in the Unit Operating 
Agreement.

19.4 Gender and Number. As used herein, whenever the con­
text so requires, the neuter gender includes the masculine and the 
feminine, and the singular includes the plural, and vice versa.

19.5 Headings. The table of contents contained in this agree­
ment and the title headings of the respective articles of this agree­
ment arc inserted for convenience only and shall not be deemed to 
be part of this agreement or considered in construing this agreement.
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See. 46.03.822. Strict liability for the release o f hazardous substances.

(a) Notwithstanding any other provision or rule of law and subject only to the 
defenses set out in (b) of this section, the exception set out in (i) of this section, the 
exec ion set out in AS 09.65.240 . and the limitation on liability provided under AS 
46.03.825 . the following persons are strictly liable, jointly and severally, for damages, 
for the costs of response, containment, removal, or remedial ac,;on incurred by the state, 
a municipality, or a village, and for the additional costs of a function or service, including 
administrative expenses for the incremental costs of providing the function or service, 
that are incurred by the state, a municipality, or a village, and the costs o f  projects or 
activities that are delayed or lost because of the efforts of the state, the municipality, or 
the village, resulting from an unpermitted release o f a hazardous substance or, with 
respect to response costs, the substantial threat of an unpcrmittcd release of a hazardous 
substance:

(1) the owner of, and the person having control over, the hazardous substance at the 
lime of the release or threatened release; this paragraph does not apply to a consumer 
product in consun.jr use;

(2) the owner and the operator of a vessel or facility, from which there is a release, or 
a threatened release that causes the incurrence of response costs, of a hazardous 
substance;

(3) any person who at the lime of disposal of any hazardous substance owned or 
operated any facility or vessel at which the hazardous substances were disposed of, from 
which there is a release, or a threatened release that causes the incurrence of response 
costs, of a hazardous substance;

(4) any person who by contract, agreement, or otherwise arranged for disposal or 
treatment, or arranged with a transporter for transport for disposal a  treatment, of 
hazardous substances owned or possessed by the person, other than domestic sewage, or 
by any other party or entity, at any facility or vessel owned or operated by another party 
or entity and containing hazardous substances, from which there is a release, or a 
threatened release that causes the incurrence of response costs, of a hazardous substance;

(5) any person who accepts or accepted any hazardous substances, other than refined 
oil, for transport to disposal or treatment facilities, vessels or sites selected by the person, 
from which there is a release, or a threatened release that causes the incurrence of 
response costs, o f a hazardous substance.



AS 46.03.822(m)

(m) In this section, "damages" has the meaning given in ^  46.03.824 and includes 
damage to persons or to public or private property, damage to the natural resources o f  the 
state or a municipality, and damage caused by acts or omissions of a response action 
contn.:tor for which the response action contractor is not liable under AS 46.03.823 or 
46 0? 825.

Si c. 46.03.824. D am ages.

Damages include but arc not limited to injury to or loss of persons or property, real or 
personal, loss of income, loss of the means of producing income, or the loss of an 
economic benefit.

ic e . 46.03.760. C ivil action for pollution; damages.

(a) A person who violates or causes or permits to be violated a provision of this 
i hapter other than AS 46.03.250 - 46.03.313, or a provision of AS 46.04 or AS 46.09, or 
a regulation, a lawful order of the department, or a permit, approval, or acceptance, or 
term or condition of a permit, approval, or acceptance issued under this chapter or AS
46.04 or AS 46.09 is liable, in a civil action, to the state for a sum to be assessed by the 
court of not less than $500 nor more than $100,000 for the initial violation, nor more than 
$5,000 for each day after that on which the violation continues, and that shall reflect, 
when applicable,

(1) reasonable compensation in the nature of liquidated damages for any adverse 
environ nental effects caused by the violation, which shall be determined by the court 
according to the toxicity, degradability, and dispersal characteristics of the substance 
discharged, the sensitivity o f  the receiving environment, and the degree to which the 
discharge degrades existing environmental quality;

(2) reasonable costs incurred b> the state in detection, investigation, and attempted 
correction of the violation;

(3) the economic savings realized by the person in not complying with the 
requirement for which a violation is charged.

(b) Except as determined by the court under (e)(4) of this section, actions under this 
section may not be used for punitive purposes, and sums assessed by the court must be 
compensatory and remedial in nature.



(c) The court, upon motion of the department or upon its own motion, may defer 
assessment of all or part of that portion o f  the sum imposed upon a person under (a)(3) of 
this section conditioned upon the person complying, within the shortest feasible time, 
with the requirement for which a violation is shown.

(d) In addition to liability under (a) - (c) of this section,. rson who violates or 
causes or permits to be violated a provision o f AS 46.03.740 - *6.03.750 is liable to the 
state, in a civil action brought under AS 46.03.822 . for the full amount o f actual damages 
caused to the state by the violation, including

(1) direct and indirect costs associated with the abatement, containment, or removal 
of the pollutant;

(2) restoration of the environment to its former state;

(3) amounts paid as grants under AS 29.60.510 - 29.60.599 and as emergency first 
response advances and reimbursements under AS 46.08.070(c); and

(4) all incidental administrative costs.

Sec. 46.03.740. O il pollution.

A person may not discharge, cause to be discharged, or permit the discharge of 
petroleum, acid, coal or oil tar, lampblack, aniline, asphalt, bitumen, or a residuary 
product of petroleum, into, or upon the waters or land of the state except in quantities, 
and at times and locations or under circumstances and conditions as the department may 
by regulation permit or where permitted under art. IV of the International Convention for 
the Prevention of Pollution of the Sea by Oil, 1954, as amended.
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Sec. 46.03.710. Pollution prohibited.

Article 09. PROHIBITED  ACTS AND PENALTIES

A person may not pollute or add to the pollution of the air. land, subsurface land, or water 
of the state.

Sec. 46.03.740. Oil pollution.

A person may not discharge, cause to be discharged, or permit the discharge o f  
petroleum, acid, coal or oil tar, lampblack, aniline, asphalt, bitumen, or a residuary 
product o f petroleum, into, or upon the waters or land of the state except in quantities, 
and at times and locations or under circumstances and conditions as the department may 
by regulation pe nit or where permitted under art. IV of the International Convention for 
the Prevention of Pollution o f the Sea by Oil, 1954, as amended.

Sec. 46.03.755. D ischarge reporting.

(a) A person in charge of a facility, operation, or vessel, as soon as the person has 
knowledge of any discharge from the facility, operation, or vessel in violation of AS 
46.03.740 or 46.03.750, shall immediately notify the department o f  the discharge.

Sec. 46.03.790. C rim inal penalties.

(a) Except as provided in (d) of this section, a person is guilty o f  a class A 
misdemeanor if the person with criminal negligence

(1) violates a provision o f this chapter, AS 46.04, AS 46.09, or AS 46.14, a 
regulation or order of the department, or a permit, approval, or acceptance, or a term or 
condition of a permit, approval, or acceptance issued under this chapter, AS 46.04, AS 
46.09, or AS 46.14;

(2) fails to provide information or provides false information required by AS 
46.03.465 . 46.03.475, 46.03.755, AS 46.04, or AS 46.09, or by a regulation adopted by 
the department under AS 46.03.020 (12), 46.03.460, 46.03.755, AS 46.04, or AS 46.09;



(3) makes a false statement or representation in an application, label, manifest, 
record, report, permit, or other document filed, maintained, or used for purposes of 
compliance with AS 46.03.250 • 46.03.313 applicable to hazardous wastes or a regulation 
adopted by the department under AS 46.03.250 - 46.03.313;

(4) makes a false statement, representation, or certification in an application, notice, 
record, report, permit, or other document filed, maintained, or used for purposes of 
compliance with AS 46.03.460 - 46.03.475, AS 46.14, o ra  regulation adopted under AS 
46,03.020(12). 46.03.460, or AS 46.14; or

(5) renders inaccurate a monitoring device or method required to he maintained 
under AS 46.14, a regulation adopted under AS 46.03.020(12) or AS 46.14, a permit 
issued by the department or a local air quality control program under AS 46.14, or a 
permit issued by the department under the program authorized by AS 46.03.020 (12 ).

(b) [Repealed. Sec. 5 ch 141 SLA 1990].

(c) Each day on which a violation described in this section occurs is considered a 
separate violation.

(d) Notwithstanding (a) of this section, a person who with criminal negligence 
discharges oil in violation of AS 46.03.740 or who, when required by an oil discharge to 
comply with the provisions of an oil discharge contingency plan approved under AS 
46.04.030 . with criminal negligence fails to comply with the plan is guilty of

(1) a class C felony if the oil discharge is 10,000 barrels or more;

(2) a class A misdemeanor if the oil discharge is less than 10,000 barrels.

(e) [Repealed. Sec. 5 ch 141 SIA 1990],

(f) [Repealed. Sec. 5 ch 141 SLA 1990/.

(g) In this section,

(1) "barrel" has the meaning given in AS 46.04.900 ;

(2) "criminal negligence" has the meaning given in AS 11.81.900 :

(V  [Repealed. Sec. 62 ch 21 SLA 1991].

(h) Notwithstanding AS 12.55.035 (b). upon conviction of a violation of a regulation
adopted under AS 46.03.020 (12) or of a violation related to AS 46.14 and described in
(a) of this section, a defendant who is not an organization may be sentenced to pay a fine 
of not more than $10,000 for each separate violation.



A rticle 06. D EFIN IT IO N S

Sec. 11.81.900. Definitions.

(a) For purposes o f this title, unless the context requires otherw ise,...

(4) a person acts w ith "crim inal negligence" with respect to a result or to a circumstance 
described by a provision o f law defining an offense when the person fails to perceive a 
substantial and unjustifiable risk that the result w ill occur or that the circumstance exists; the risk 
must be o f such a nature and degree that the failure to perceive it constitutes a gross deviation 
from the standard o f care that a reasonable person would observe in the situation.
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-orm no. d l m  DEPARTMENT OF NATURAL RESOURCES 2 5 ^ 3 7■ UIV ÎO OCT., »«OJ v  v iu r
Division of Lands l g a b e  no. a d l_____________

Competitive Oil and Gas Lease

THIS LEASE Ii mode by and between the Stele of Ale ike, acting by md through lh» Dlreela/ of thi Division of Lendl. Depirtmenl ol Natural Reiou'cea 
or fill euthortud agent, hereinafter called "iHior", end

BP EXPLORATION COMPANY (AIASKA) IRC., aa t o  on und iv id ed  5V& I n t e r e s t ,  and_______________
SINCLAIR OIL & GAS COMPANY, an to  an ondlv id e d  30jo I n t e r e s t , _________________

hereinafter celled "Leuee", whether one or more.
t. GRANT, for and In ccnilderallon of e ceeh bonua end the flret yeer'e rental, the receipt of which Ii hereby acknowledged, and of the renteli, 

toyelllei, covenant), end condltlone herein conielned On ihe pert of the Leuee to be peld, kept end performed, and eub|ecr to the condition! end 
reeervetlona herein conielned, teteor doee hereby grant end letae unto Leaaee, exclusively, wllhovt warranty, for the eole end only purpeaei of exploration, 
development, production, prccetilng end marketing of oil, gee, end modeled aubitencee produced therewith, end ol Inclining pipe llnee end iirvclurte 
thereon to flat.’, produce, leva, Uore, treat, proceie, ireneport, take cere of end market ell tuch eubiteneee, and for drilling water well) end taking under, 
ground end eurfece weler (or uee In Me operellone thereon, end for houelng end boarding employee! In In operation thereon, the following deicrtbed 
Irect of lend In Aleiket

T ra c t No. U-3-6-12

A ll S e c tio n  13, T12N, R10E, UM 
A ll S e c tio n  lU, " " "
A ll S e c tio n  23, " " "
A ll S e c tio n  2k, " " "

' • STATE OF ALASKA

containing... ?r?.!".*JPP. acre, more of leae, hereinafter celled "eeld lend".
for the purpciei of Ihle lesio, laid lend contain) the legal tubdlvltlon), it ahown on the plat of aeld lend attached heroic, p erked Exhibit A end hr

thla reference made • pert Ol thie leaae.
If laid lend Ii deacrlbed above by protracted legal eubdlvlelon end Leuer hereelter ceueet said land to be eurveyed under the public lend rectangu­

lar lyetem, the bounderlee of eeld lend thell be Ihoae ealebllahed by tuch eurvey, when epproved, aub|ect, however, to the provieloni of the reguletlone 
relating to tuch aurveye.

2. "OIL ANO GAS". "OH" mean) crude petroleum oil end oilier hydrocarbon) regardleaa of gravity which art produced end laved In liquid form at 
the well by ordinary production method), "Oil" meena ell nelurel gea end all hydrocarbon) produced at the well not defined herein ea oil. "Aaaode'ed 
aubatencea" mean ell aubalencca produced In association with oil or gea and not defined herein ea oil or gat.

J. TERM. Thla leeat la laaued (or an Initial primary term of fift yoara from data hereof, aublect lo extenelon ea ptovlded In Paragraph 4 hereof, and / 
ahall continue ao long thereafter at oil end gu or either any of them ere produced In paying quantities from aeld lend; provided,that thla leaae may be
extended beyond In primary term aa provided in Paragraph S hereof and ihall nol expire under Ihe condition) let forth In farigriphi 6, 7, and 8 hereof.

4. EXTENSION BY SUSPENSION OF OPERATIONS. If, prior to the expiration ol the prlmery term, leaaor. In the Intereat of comervetlon, direct) or 
eaaenla to ihe suspension of all operation and production, If any, hereunder, Ihe primary lerm will be extended by adding the period of auipeniion thereto.
5. EXTENSION bY UNIT PRODUCTION, (t) Thla leaae ahall without application be extended beyond III primary term II upon or prior to the expiration

date ol auch lerm the leaae la committed to a unit egreement approvtd or preacrlbed by leaaor aa provided in Ihe regulation), production ol oil or gei
ia had In paying quantities under the agreement, end e portion of such production la ellocalod lo aeld lend under Ihe egreement. In auch event thla leaae
ahall continue In (Keel ao long aa It remain) aubject to auch egreemont and actual production undar eeld agreement ii allocated to aald land; (b) Tha Com-
mlaaloner may, In hla dlacretlon provide lor Ihe extenaion ol Ihe lerm of thia leaae. If auch leaae ia on Ihe expiration date thereof Included In an approved 
unit plan or If II ia Included In a program of aacondery recovery operation dealgned lo bflng about or realore production, provided, howe.er, thel II any 
leaae or portion thereof la eliminated from auch unit plan or recovery program, or II auch unit plan or recovery program la terminated, then any auch leaae 
or portion thereof ahell continue In full force end effect for ninety (90) deya from the dele of auch elimination or termination end ao long thereafter ea 
drilling or redrllling operation) ere being conducted thereon end to long thereafter ta oil or gea is produced In paying quenllfiea.
. 4. EXIENSION BY DRILLING, (a) If production ahall hava been obtained In piying quantities during Ihe prlmery lerm, ertd If, at the end ol the primary 

term, or at any time prior to Iho end of the primary lerm, auch production ahall have ceoaed from any eauae. or in Ihe evert production ahall at any lime or 
tlmea after the eVplrailon of the prlmery lerm ceeao from any ceuae, then thla leaae ahell nol terminate If Ihe leaaee commence) drilling or reworking operation) 
(either in e well from which auch production haa ceaaed or In a now well) wifhln alxty daya efior the ceiaation of production, and Iho leaae ahall remain In 
full force and effect ao long aa auch operation) ere proaeculed with reoaoneble diligence or ere auapended under Paragraph 27 hereof/ end, If auch drilling 
or reworking operation) reaull In rhe production of oil of gea, the leaae ahell remain In full force and effect ao fong ea oil ot gea la produced Iherefrom In
paying quanliliei; (b) il octuel drilling haa commenced on (he expiration dale of the primary term of the leaae end la continued with teaaoneble diligence, auch
oporationa to Include tedrllllng, atdetracklng or other meena ncceaaery TO roach the originally propoied bottom hole location, the lease ahall continue In full 
force and effect until ninety (90) deya after auch drilling had ceased and for so long thereafter ea oil or gaa la produced In paying quantities; (c) If ell or peri
ol the lends covered by the leaae ere lends thel have been selected by Aleake under the lew) of the United Steles granting landi to Alatko and the condition­
al leaae was isaued thereon, the term of the leeio ihall be extended lor a period equal lo the period during which Ihe leeie was conditional.



7. IXTINSION »Y SHUT-IN PRODUCTION. If, upon the expiration of 1h* prl. • / lirni or it any time or limci thereafter, ih»r# la on laid land a wall 
capabi# of p'odvcfftQ oil or get In paying quantities. this lease ihall not expire because laiiat falls to produce 'ha »tm# union lessor gives notic# to 
lessee allowing a reasonable tlmt, whleh shall not ba last than slaty days, aft or such netica to plica iSa wall on a producing status, and Lasse* falls ta do 
soj provided, that sftar such status Is as’ibttthad such production shsll continue on tha said land unless and vnill suspanslon of production >i allowed by 
littor.

6 fYTINjlON 6Y SUSPENSION Of PRODUCTION. This lent at all not expire bacauto of any suspension of operations In or upon or production from 
slid land If svCt suspension Is made under any order or with H»• consent of lessor.
9. RfNTAl. This lease shall terminate on any anniversary date araof prior to tha completion on said land of a wall capable of producing pit or gas in 

paying quantfrias. unless on or before sa>d anniversary data lasste shall pay or lender to lessor as annual rental a sum equal to SI .00 per acre, or fraction 
•hereof, than included in this lease, or unless such annual rental haa beet waived or suspended as provided in Paragraph 17 of this lone. If tenor's office 
is not open for business on the anniversary date, the time for payment Is extended to Include the next day on whkh said office Is open for business.

10. MINIMUM ROYALTY. Commencing with the lease year beginning on or after completion on said land of • well capable ol producing oil or gsi In
paying quantitias, Leuee ahall pay Ixssor, at the aspiration of eseh lease year, In liau of rantal a minimum royalty equal to SI 00 per acre, or fraction 
thereof, then Included in this lama, or ihe differance between the actual royalty paid on production during the ytor If leas than ST.OO per acre and the pie* 
tc/ibed minimum royalty.

11 ROYALTY ON PRODUCTION. Except for oil and gas used on said land for development end production or unavoidably loit, lessea shall pay lassor 
as royauy the following]
(a) On oil per cent In amount or value of the oil produead and saved and removad or sold from said land.
(b) On gas ... per cent In amount or value of tha gas produead and saved and sold or used off said land or used for the extraction nf natural

gaiollna or othar products therefrom.
(c) On asaoclated substances per cent In amount or value of auch substances produced end saved and removed or sold from said lands.
12, REDUCTION Of ROYALTY RATES FOR DISCOVERY. If lessea shall drill on said land and make the first discovery of oil or gea In commercial Quan­

tities In any geological structure, the royalty rata under this leisa shall. Instead of tha rates prescribed In Paragraph 11. be fl»e per cent for • period of ten 
yean following Ihe date of such discovery, and thereafter the royalty rates shall be those prescribed In PartgrapMI. If this leate it committed 10 a unit ease­
ment approved or prescribed by Leaaor as provided In the regulations, the five per cent royalty rata shall not apply to all, but only, tha production allocated 
to this lease under such agreement.

17. REDUCTION OP RENTAL AND ROYALTY, Renta) or minimum royalty may ba waived, suspended, or reduced, or royalty may bo roduced on alt of
said land or any tract or portion thereof segregated for royalty purposes If Lessor finds that tuch relief is necessary for tha purpose of encoureglng the
greatest ultimata recovery of oil or ges and is In the Infcrait of conservation of natural resources and aither that such rallaf Is nacasiary fn order to promote 
development or that tha lease cannot ba successfully operated under the terms provided heroin.

14. ROYALTY IN KIND. Whenever, at tha option of lessor, which may be exercised from time to rime upon nol less ;Ssn six monlhs notice to lessee,
lassor elects to tike Its royalty in kind. Lessee shall deliver free of charge (on said land or at such place as lessor and tuiie mutually agree upon) to
lessor or to such Individual, firm, or corporation as lassor may rleilgnate all royalty oil and/or gas produced end saved from said land. Such oil and/or 
gas shall be In good end merchantable condition. Lessee shall If nacasiary, furnish itc*ega for royally oil free of charge for thirty diyt after the and of
•he calendar month in which tha oil Ii produced from said land; provided, that Lessee shsll not be held liable for lou or destruction of royalty e'l and/or
gas from causes beyond lessee's reasonable control. Should lessee dehydrate or clean .the oil or gas produced from said land, lasste ahall ba entitled to an 
allowance of the actual cost of dehydrating or cleaning said royalty oil or gas.

15. ROYALTY IN VAIUE. At the option of lessor, which may be exercised from lima to lime upon not less than six monlhs notice to letter, end In lieu 
of royalty In kind, lesme shall pay to lessor the field market price or value at the well of all royalty oil and/or gas. All royalty that may become peyabie in 
money to lessor shall be paid on or before the last day of tha calendar month following tha month In which tha oil or gas l» pteduiod. The payments shell 
ba accompanied by copies of run tickets or other satisfactory evidence of salat, shipments, and amounts of gross production.

16. PRICE Tha field market price or value of royalty oil or gas shall not ba lass than the highest oh (I) Tha price actually paid or agreed to be paid 
to lessee at the wall by tha purchaser thereof, If any; or (2) Tha posted price of Lessee In the field for such oil or gat at the wall. If any; or, (3) The prevail­
ing price received by other producers in tha field at tha well for oil of like grede end gravity or gas of like kind end quality at the tlmo tuch oil or gas Is 
removed from said land or run Into srorage, or such gas Is delivered to an extraction plant.

17. PAYMENTS. All payments to lessor under this lease shall ba mad# payable to the Department of Revenue of the Slste of Alaska and shall ba ten­
dered to lessor at the placa designated under Paragraph 43 for giving -fitIces to lessor.

18. OFFSET WEL15. teucn shall drill such walls as a reasonably prudent operator would drill to proloci Lessor adequately from loss by reason of drainage 
resulting from production on othar land. Without limiting the generality of tha foregoing sentence. If oil or gas should be produced in a welt on other land
not owned by Lessor or on which lessor recelvrs a lower rate of royalty than the royalty under this lease, whkh well Is within 500 lost fo the <aie of an
oil well or 1,500 faet in the ccse of a gas well of lands then subject to this tease, and such wall shall produce oil or gas In peytng quantities for • period 
of thirty consecutive days, and if. after notice to Lessee and an opportunity to be heard. Lessor finds that production from such well Is draining lands then 
subject fo this lease, lessee shall within .120 days alter written demand by Lessor begin In good faith and prosecute diligently drilling operations for an 
offset well on aakJ land. In liau nf drilling any wall required by this paragraph. Ussae may with lassof's consent compensate Lxasor In full each month for 
fho estimated lust of royalty through drainage In the amount determined by lessor.

19. OTHER WELLS. This •lease contemplates th* reasonable dtveloproent of ssid land for oil and gas os the fads may |ustlfy. Upon discovery of oil or
gas In paying quantities on sad land, lessee shall drill such wells as a reasonably prudent operator would drill having due regard for the Interests of Less
or u wall as tha interests of Lessee.
20. DILIGENCE; PREVENTION Of WASTE, letsae shall exercise reasonable diligence In drilling, producing, and ope’Af-ng wclis on said land un'ess

consent lo suspond operations tamporarily is granted by Lessor.- shell carry on all operations hereunder In a good and wo.4meollke monner In accordance 
with approved methods and practices, having dua regard for the prevention of woste of oil and gas and the entrance of water to the oil and gas bearing
sands or strata to the destruction or in|ury of such deposits and the preservation and conservation of the property for the future productive operations;
shall use reasonable care and all proper safeguards to prevent ihe pollution of water; shelf plug securely In an approved manner any well before aban­
doning It; shall allow Lessor to Inspect all oporatlons at any time; ahall carry out at Lessee's expanse all reasonable crdera and requirements of Lessor
relative to the prevention of waste and the preservation of said land, and os failure of Lassaa so lo do, Lassor shall have the right together with any
other recourse available to It to enter on said land to repair damage or prevent waste at lessee's expense; and shall, abkfe by and conform to valid ap­
plicable rules and regulations of the Alaska Oil and Gas Conserwificn Commission and tha regulations of lessor relating to the matters covered by this
paragraph In efftcl on the effective date hereof .or hereafter in t'fect If not Inconsistent with any specific provisions of tht* lease
21. WEIL LOCATIONS, lessee shall within five days after •t*Hdlng In a well advise lessor In writing of the location and data of spudding of

said well. • * * *
22. APPROVAL OF PLANS. Lessee shell nol place Into actual operation any plan or mathod for the purpose of stimulating or Increasing produc­

tion on said Und other than plans and methodi In common use without first having obtalnad the wrlttan approval of Lessor,
23. LOGS AND RECORDS. An eleclrlc log or radioactive log. If taken, and a descriptive geologic sample log, If taken, and a record of all tests

run for each well drilled on said land, together with a plat ehow;ng the axact location of each such well, shall be filed with lessor within thirty (30) 
days after such well has beer, completed, suspendod, or abandoned. Any and all information filed by lossoe with lassor In connection with this lease 
shall be available at all times for the confidential use of lessor for the purpose of enforcing compliance with the terms, covenants, and conditions of
thla lease and Ihe regulations of the lessor but shall not be open for inioecilon by any person other than offkerc, or employees of Lessor and persons
performing any function or work assigned fo them by Lessor for a period ol twenty-four (24) months after the thirty (30) day filing period, except
upon written consent of Lesset. Notwithstanding any other provision hereof, said Information may be disclosed to any person where such disclosure
k reasonably necessary for the administration of the functions, responsibilities nd duties veiled by law in Ihe Commissioner of the Department of Nat­
ural Resources or in the Division ol Lands or site Director thereof. Including but not limited to fimctio responsibilities, and duties arising in con­
nection with any litigation or administrative -•dlceilon relating to 1h*e lease or to the rights, r* •«, ami obligations arising hereunder.
24 RECORDS, lessro shell keep end h It: session bookj and records showing Vne Clio d disposition of ill oil and gas pro­

duced land and shall parmlt lessor ,« its a s at all reasonable hours lo exr ,n« the .. Si* tcords and reports of production shall
be ban such methods and techniques as shall a tha most accurate figure*, reasonably available wi l reaulrlna the Lent* to provide sod#-



payment lor elt dam* «i sustained by said owner by f s of entering on Mid land; provided, that If said tr for any cevta whatever refutea or 
neglects *0 Seattle selu d images. lessor or iti ‘-tita » have the right to inatltute itch legal pror» adtng 1 court of competent jurisdiction wherein 
the land Is.situated as may be necessary to r nine Jamaga which the owner of auch land re uffar. -es hereby agrees to pay any damage
ihe' n.ey become payable under said atatut provbiwit snd to indemnify lessor and hold It her « from «nd against any ileirr% demands, lUbihftai, 
and expenses arising from or In connection with auch damage. The furnishing of a bond In compliance with this least will be rtgardcd by lessor as
r sufficient provision for fh« psyment of all damage that may become payable under said statutory provisions 
26*. SONDb.
(a) If required by lessor, lessee thai) furnish a bond prior to the Issuance of this fane In an amount equal to at tees! 12.00 per acre or fraction

thereof contained in aeW land but not lass than $1,000A) and shall rm’ntafo said bond as long as required by lessor,
(b) Before beginning drilling operations on aald land lessee must have furnished and shall maintain a bond In an amount of «t least $5,000.00.
(c) Us*e» may, In lieu of tha foregoing, furnish and maintain a statewide bond in the am ounf of $ 100,300.00
(d) lessor may, eflar notice fo lessee end an opportunity to ba haard. require a bond In a reasonable amount greater than the amount specified 

above in this paragraph where such greyer amount Is |usttfiad by the nature of the surface and Its uses and improvement! In the vicinity of said
land and the degree of the rliVa Involved in the types of operations being or lo be carried out under this least. A statewide bond will not satisfy
any requirement of a bond imposed under this subparagraph but will bi considered by lessor In determining the need for and the amount of 
any additional bend under this subparagraph.
(e) If said land is committed In whole or fn part to a cooperative or unit agreement approved or prescribed by lessor pursuant to law and

tha ragulerloni and a unit bond Is furnished in accordance with the regulations, laista need not thereafter maintain any bond with rtapeci to the 
portion of said land so committed to tuch agreement.
27. ACTS OF GOD. Should lessee he prevented from complying with any expreued oi implied covenant of this lease, from conducting drill­

ing operations thereon, f* from producing or marketing oil or gas from said l*nd after efforts made In good faith, by rvaton of war, riots, arts of
God, severe weather the area of said land, acts of governmental authorities, failure or leek of adequate transportation facilities, or any other
cause beyond lessee's reasonable control whether similar to those enumerated or not, then while so prevented and for a reasonable time there­
after with) which to resume operations, leisea's obligation to comply with such covenant ahell be suspended and lessee shell net be liable for dam­
ages for I ura to comply therewith. If drilling or reworking operations ar suspended by virtue of this peregteph end the prosecution of such 
operations would have had the affect of preventing the expiration or termination of this lease, then this lease shall not terminate during tha period 
which tha obligation to perform such operations Is suspended under this peregreph; provided, however, that nothing in this paragraph shall be con­
strued to lusper I the neyment of rentals or of minimum royalties.
28. SUSPENSION, cos sot mey from time lo time direct or assent to the suspension of production or othar operations or both under this lease if

auch ectlon la necessary or |ust(f!ed In the Interest of conservation.
29. RESERVATIONS, lessor reserves tha right to dispose of the surface of said land to others subject lo this lease, and the rfgKf to authorlie

others by grenf, lease, or permit subject to thla lease and under such conditions at will prevent unnecessary or unreasonable Interference with the
rights of lasses end operations under thla lease, to enter upon and use said landi
(a) To explore for oil or gas by geological or geophysical means Including the drilling of shellow core holes or itrstlgrephic tests to a depth of 

nol more than 1,000 feet.
(b) To explore for, devolup end remove natural resources other than oil, gas, snd associated substances on or from said lend.
(c) For nonexclusive easements end rights of way for any lawful purpose including shafts and tunnels necessary or appropriate for the work­

ing of said land or other lands for natural resources other than oil. gas or associated substances.
(d) For well sites and well boras of wells drilled from or through aald land to explore for or product ol), gas. tad associated substances In and

from other lands.
(e) ror any other purpose now or hereafter authorized by law and not Inconsistent with the rightt of lessee under this lesse.
30. UNDERGROUND STORAGE. This lease does not authorize the subsurface storage of oil or gas except as a necessary incident to recycling 

pressure maintenance, repreuurlng, or other similar operation designed to Increase the ultimate recovery of oil or gaa j.r prevent the westo of oil or gee 
produced from said land or from any unit area of which tha aald land (a a pen. lessor reserves the right to authorize the subsurface storage of oil or 
gas In said land by lessea or by others In order to avoid waste or to promote conservation of natural resources and upon tuch conditions aa will pre­
vent unnecessary or unraasonablt Interference with the rights snd operations of lent# under this lease, including conditions prohibiting the storage of oil 
or gas without the consent of Lessee in any reservoir covered by fh»a lease capable of producing oil or get In paying quantities.
31. ASSIGNMENTS. This lease or any undivided interest herein may with tha approval of Lessor be assigned or subleased aa re said lend o» any one

or more legal subdivisions Included therein, or any separata and distinct zone or geological hodcor underlying said land or such one or mo/a legal sub­
divisions, to any person or persons qualified to hold a lease No transfer of any Interest In this lease Including assignments of working or royalty Inter­
ests and opereilng agreements and subleases shall be binding upon lessor unless approved by Lessor, losseo shall remain liable for all obligations un- 
dor this lease accruing prior to the approval of auch transfer. Approval ol transfer of this lease or an interest ’herein will not be denied except (I) for 
fellure to comply with ihe regulationa, (2) in the discretion of Lessor, where tha transfer covers any dUfinct zone or geoiogicsl horizon, or (3) where
Lessor delaffnnei that the best mi crests of Lessor Justify such action. Applications for approval of a transfer under thia peregreph must comply with
the regulation! and must be filed within ninety days after the date of final execution of the instrument of tremfer. Where a trarufe/ is made of all 
or a part of Leasee's Interest In and fo a portion of the acreege In said land the assigned acreage shall, at the option of Lessor, or may upon request
of the transferee end with the approval of Lessor be segregated Into a separate and distinct lease having the tame effective dele ss this lease.
32. UNITIZATION. Whenever determined and certified by Lessor to ba necessary or advisable In the public Interest for rhe purpose of properly 

conserving the netural resources of env oil or gas pool, field or like area or any part thereof, which Includes or underlies said land or any pen thereof, 
lessee may unite with other lessees of lessor or with others owning or operating lands not belonging fo Lessor Including lends belonging to the United 
States end with others, Jointly or separately, In collectively adopting and operating under a cooperative or unit agreemen* for the development or operation 
of the pool or field or like area or part thereof. Lessee shell within thirty days after demand by Lessor subscribe to such a cooperative or unit agree­
ment, which agreement shall be reasonable and shall adequately protect ell parties In Interest Including Lassor. lessor mey with the consent of Leuee 
establish, alter, change, or revoke drilling, producing, rental, minimum royalty, end royalty requirements of thli loaso if committed to any auch co­
operative or unit agreement end may make such regulations with reference to this Jasso with the like consent of leiste In connection with the in­
stitution and operation of any tuch cooperative or unit agreement is leuor may determine to be necessary or proper *o secure the proper protecllon 
of the public interest. If a portion of said land Ii committed to sn approved or prescribed unh egreement, iho committed acreege shail at the option 
of lessor and may upon the request of Lessea and with tha approval of Lessor be segregated Into a separate and distinct Isaso having the same
affective date as this lease.

33. SURRENDER. Lessee may at any rime make and file with leuor a written surrender of all rights under thia less# or any portion lharaof com« 
prising one or more legal subdivisions or, wl‘S the consent of lessor, of any sepirate and distinct zone or geological horizon underlying said lands or 
auch one or more legal subdivisions ihereof. Such a surrender shall be effective as of Ihe date of filing subject to fho continued obligations of Lessea 
and his surety to make payment of all royalties theretofore acc/ued and lo place all wells on tf.a surrendered lend or in tho surrendered zones or 
horizons in condition satisfactory to Lesser for suspension or abandonment; thereupon, lessee shall be released from all other obligations accrued or to 
accrue under this lease with respect lo Ihe surrendered lands, zones, or fwizont.
34. DEFAULT; TERMINATION. Whenever Lessee falls to comply with any of the provisions of this lesse other thin the payment of ‘rtntal and

and lessee falls within slxly days after written notice of such default to commence to remedy and thereafter prosecute diligently operation! fo remedy
such default, Lassor may cancel this lease if at that time thera is no well on said land capable of producing oil or gas In paying quantifies. If at
such time ihore is on said land a wall capable of producing oil or ges In paying quantities, this lease may be cancelled only by judicial proceed
Ingi. In Iho event of any cancellation under this paragraph, Lessco ahell have the right to retain under thli loeie any end all drilling or producing
wells as to whkh no default exists together with a parcel of land aurrounding eech such wall or wells and such r'ghls of way through said land
os may be reasonably necessary lo enable Lessee lo drill and operate auch retained well or wells.



33. EXCESS AREA. If for toy raeion teld land Includes mere acr*»g« iKen th# maximum permitted under applicable 'ewa end/or regula­
tions, thli leaae shall not be void but the acreage Included In said land ahall ba reduced to the permitted maximum. Whenever lessor determines
thet this lease so exceeds the permitted acreage end notifies levies slating the amount of acreage that must be eliminated, lenes may within sixty
days after such notice aurrendef one or more legal subdivisions included In said lands comprising at least the amount of acreage that muM be olfoiL 
nettd. If such a surrender l< not filed within such sixty days leuor may terminate this lease as to the acreage thet muti be eliminated by maftng 
notice of auch term nation to lessee describing the parcel or parcels eliminated. Such a notice thall have the effect of terminating this lease as
to the parcel or parcels described In such notice.
36. RIGHTS ON TERMINATION. Upon th# expiration or earlier termination of this tease as to all or any portion of saW lands, leases ahall

have the privilege at any time within a period of itx months thereafter, or such xxlenilon thereof at may I* greeted lossor, of removing from
tald land or portion thereof ell machinery, equipment, tools, and materials other than Improvement! needed for producing w«tl«. Any materials, 
tools, appliances, machinery, structures, end equipment sub|*ct to removal as above provided which are allowed lo remain on said land or portion
'Seraof shall become the property of lessor upon expiration of auch period/ provided, that lessee ihall remove any snd all of auch properties
when so directed by lessor. Subject to the foregoing, lessee shall deliver up said lands or such portion or portions thereof In good order sndcondition.

37. INTEREST IN IAND. It Is the Intention of the parties that the tights vested In leasee by this lease shall constitute an Interest In real prop-trty In said lend.
38. IE&SSR INTEREST. If lessor owns a lesser Interest In the oil end gas depoifti In said land than the entire and undivided fes simple eslsfr,

then the royalties and rentals herein provided shall be paid lassor only In the proportion which Its Interest bears to the whole and undivided fee.
39. CONDITIONAL LEASE. If all or a part of said land la land that has been selected by th* lessor under laws of the United States granting 

lands to Lessor, but »uch land has nol been paltnttd to Lessor by tha United States, then this lease la e conditional leese as provided by law until 
such patent becomes affective. IE for any reason such a selection li not finally approved or such a patent does not become tHtctbt, any rental, 
royalty or minimum royalty piymenti mede to lessor under this lease will not be refunded.

40. DRILLING OPERATIONS. As .sed In this lease "drilling operations" mean any work or actual operations undertaken or comm, ed fo 
grod faith for the purpose of carrying c >t any of the rights, privileges or duties of lessee under thla least, followed diligently and In due couae by 
the construction of a road or derrick and/or other necessary structures for the drilling of an oil or gas well, and by tha actual operation of Jfllllng 
In the ground. Any ludi work or operations preliminary to drilling In tha ground may be undertaken either on said land or In the vicinity of eld
land In any order Lasste shall see fit.
41. ACTUAL DRILLING. Aa used In this lease, "actual drilling" means any and all operations necessary or convenient to the drilling of a 

well In the ground after th* first drilling of spudding with equipment of sufficient size and capacity to drill to the lotal depth proposed for the well
42. RULES AND REGULATIONS. As used fo this lease "regulations" mean the applicable and valid oil and Qas lasting regulation* of the Com­

missioner of the Department of Natural Resources fo effect on th# effective date of thla laasa unless otherwise specified.
43. INTERPRETATION. As used fo this lease words which are defined In the regulations have the meaning assigned by such definition except 

where the context clearly requires a different meaning. The paragraph heeding* are not a part of this lavia and are Inserted only for convenience,
•<4. NOTICES. Any notice required or permitted under »hb lee*e shall be fo writing and shall be given by registered or certified mill, returnftcelpl requested, add/essed as follows/
To Lesson To lasseet

Director, Division of Lands 
State of Alaska 
344 Sixth Avenue 
Anchoregr. Alaska

BP EXPLORATION COMBANY (ALASKA) INC. 
900 W ilBhire Boulevard 
Los Angeles , C a l i f o r n ia  90017

Any such notice shall ba deemed given when delivered lo the foregoing address. Either pert-' may change th# addresi to which such notices are to bf 
tent, by a notice given In accordance with this paragraph.
45. HEIRS AND ASSIGNS. Subject to tha other provisions of this lane, the covenants, conditions, and agreements contained In this lease shall 

extend to and be binding upon the heirs, executors, administrators, successors, or assigns of lessor snd Lessoa.
46. WILDLIFE STIPULATIONS. This lease Is iub|ect to such itfpvtsfcu as are attached,

FEB j 1955
IN WITNESS WHEREOF Ihe parties hiv, cxeculcd ihll t«.ie effective « of Ihe  ... ...___...dey of ___  —  19__.
BP EXPLORATION COMPANY (ALASKA) INC.

<L-— Vic__ , -Vice President 
Secretary

STATE OF ALASKA

2*s 9°M?Â r

Aiicdi.
LESSEE ...LESSOR

THE UNITED STATES OF AMERICA 
STATE OF ALASKA

Thli certifies tbit on the..«!LK̂w.._-..day nf , !9£ o before mi, a notary public In and (or t h t State of Alaaln, duly
commissioned and sworn, personally appaorod. -JQAL________ _ to me known and known to me to bstha person described In and who cxccutad tha foregoing leair oi behalf of the Stale/of Alaska i t  Director of the Divlalon of Lands, Depart.
tnont of Natural Resources, or hli authorised agent. The aald. ... .... „ ... . . . executed (aid leaie In mypretence and, .alter being duly (worn according to law, dated lo m« under oath that be Is the-TOtrector of Iho Dl.Ulon or Lands, Dopartmen! of Natural Jteaourcea, or hta authorised agent, and haa authority pursuant to low to execute ihe/doregolng lease aa tueh Director, or authorised agent, on behalf of the State of Alaaka, octlng through the Division of Land,, Department oY Natural Resources and that he txteuled the (•me freely and voluntarily aa the free and voluntary act nnd deed of the aald State of Alaska and for the Dlvljlon of Lends, Department of Natural Resources.

Ŵrf>ESS n> hand and official scat of the day and year In thla certificate above written.
. —   Notary Public In and (or Alaska. My Commission crplrt^^SLTL/...^ /^ j^Z —



STATE O F  A L A S K A  

r o « m n o , o o -  D E P A R TM EN T O F  N A T U R A L  RESOURCES

D iv is io n  o f  L a n d s i> e * .ic n o . a o l ___________

Competitive Oil a n d  G as  loose

THU IMS! Ie w»d© by end b*H*©en the State ©f Alaska. acting by and throv '*e ©f Ihe Olvltron of l#ndi, ol NivtI N ♦•*'•»!
©r K.» evfner.'ied epmf, hereinafter ttl'ed end

K##tin#lM» ceHrd "Imo©", whether ©no ©< meet.
1. GIANT. Ter end In consideration «f • dih benvi md iH# 1k%1 y©er‘i teet|l, th© ol wb*h « hereby nUoeld^, end cl »V© r©nt©?%.

royalties. <o*enent|, end <©r.d.iiont herein c©nt*W©d on the part ©f »h© l«t«o© »0 be p*'d. kept end p«‘fO<n*#d. t.sd >vM(< 10 the rwttttftfi en-J
reset vetpna herein contained. leitbr does hereby grent end kite uni© ItitK, f««lut»v©ly, without vrar/anry, Ur the end ©nly nurp©sev ©I 
develop* en», preefvCt.«n, preening #nd market.ng pi oil fee, end lttOCl«:©d iub*t©'Kei p ciivced therewith, e"rf of b!|i#ll*nj pipe fa©© end
thê an «o find, |#v«. tiwr. 'Mil, process. Ifentport. ttW c»'e of e*d mffk©l «,'i tv«h tub«fenc*». «H fo* d'.H ng wi>f* welt od »«*.ng sod;#
ground end euefe<© water for wie in it» operations thereon. end for housing and board, ng ©mp ee in 11a operation her©©.., ih© folo-«.ng Ci»ui.>~d
uei» of lend in Afitfcai

rvnllining____________  ***** M»» or loee. hereinafter cefW “laid tend*.

lot fho pvrpotet #f iht» lute. said lend conteine ih« lepeJ ewUfir1»«ont. n shown on th© pUt of i«id tend eti©cr«d beret©, meetpd f*hibi» A r*d J, 
eke© foWtenc© mod© e pot* ©I (Me i©#*©,

I# #»id tend ie dcur.bed *6©v© by pr©irec«od legal aybdnritW* end Imor K©r©«ftpr «)u;«i leld lend t© I*© surveyed ondar rh© pvb> lend ftc'rnnsh
Ur »ye*»m. th© boundaries ©I ie*d tend ahell o© thote es'abl.died by tuch ew/viy, when approved, subject. Ko«Her, to provhWnt of the r©vvU»*
• elating to imcH surveys.

2. *OIL AND GAS**. -Oil" meeni crude petroleum oil end ©that Hydroorbont refti/dlest of o«©vriy whkh •'© *rodv<rd mi nv*o in I.ro d fn*m •' 
the w.U by ordln©ry piydwl»©n m©th©du “Oer m©ent eH mvrel ;n  end iM hydrpcerboMi peodmeH ef ih© w©l not drfir*©o Sure.n et o“. ‘*Aieo<i4 li£
lubtten.vi** rnven ell ivOsietui p/odv©«d in MtocWtion wfllt oil or pea end not defined l*re»n et ot( or pee.

2, TftM. Thre leeio U >eu*d for an inilUf primery term of _ _ yen f»©m del© borref, «trb{;(t to t eitnflpn ei p«ov<ied in berepreph 4 hereof, ini
ahell coni.rw© i© Wnp th©r©efi«r ee oJ end get or ©fiher or ony of 0<j*t or© p'odvcod in pey*g quem>ilt» ln.ni wkJ Und/ provicWd.tSri iMe Wan *ny ta 
©atonded bvyorni *»© primary term ee provnfod in P©reonph 5 htrraf end ehiU noe up -» imdrr th© ron-.,i.nni »«• ftrili in Pereprephv f.t 7. » d t her#of.

4. lffTfK5'GN BY SUSPENSION ÔftATlONS. If, prior to tS« »ip‘/etion ef the primary Irrm, lrt»©r, W lit* intyrcii of con>.vr*«ti©n. CittZH 
©ia©nte to Ih© abtp©mion ©f ©II ©p©r©t«ona end prodiret on, if ony, htfrvnaWt. Ih© p-.mjry term will be ritrnUrtf by adding tHo pc*Wd cf iw»p*n»'on ii.»rc*o.

5. IXTINSION PY unit PCOOUCTION. (e) Thia Wee© ol̂ efl w.'ltifHrf cppl.cetion b© refended beyond it» primary itrm if v»*-n O* p«.©r |© fl|T yep.fe'inn 
dele of ev<h term th# l©«t© •» eommritod lo 4 trnM egreement rppreved or prmr.'b©d by l«*»©r «t pro»*»dfd in iK* rogvl̂ liom, prnd, :ti©n cf oil ©' pea 
it l.ed W peymg owontitiei vndrr fh# agreement, ©r*d t portion ef auch pr©dytt.©n ii eiWcei«d I© takf lend vndvf Use agraenient. in »,*», ownt I'li ft«»* 
shell centtnu© in effect to tong et It nniK© aub\©Ct to a»ch egrvoment end tctvel product.on ynder t>.d egrnornant la eMece'od >o laid lw»»d; (b) The Co -
m*ti.©n©r may, in Mi dixvrtlon p/©irid« for t(«« eeteniion of th© trim ol thit lease. If tuch Icee© ia ur ©ip#et on del© ilterrof sniUtlid in en jppce©«*d
«mil pi#n u »f M i| inchrded in e program of jecondery recovery oprret'cn dn pn©d to bring about or rei'o*© prodwrt.on. p»ov'.drd. Ituwt*rr, that >1 i*y 
Ices© pr portion thereof ia eUrmnetcd Irom tuch vnil plan or recovery prpfri‘». or il twfh ©Ail pirn o* recovery pr^em is itrmfnaird. *h*m any *yfh 'fjs-
or pertmn tkrreof ihall coniinve in fvll fc'te and ©fleet for nm«ty (90J day* Irom lire date of auch ©frmirvitlgn or i«milnol<on ernl so lw*»g th:;fe*trr *a
diillovg or rcdrilling opvrjilont »r» b©mg conducted tl»ere>i end so long thc’rjfivr as oil or gel it prctlwicd in paying qvj©nliti©i.

0. IXlfNSION IY DIs'dliNG. (e) If production »hel| hev© been obtained rn paying t)©ants|kl du»u*g tl«© primary irrm. #r J il et t»̂ md cl pr*ne*y
n. or #| yny frn© poor «o rh© ©n<t ©I Its© primary Urns, auch prodwClkn ihl'l hev© Crated from any caws?. Of in th© rvril prodvtt.cn |*.©.*l ut j«.y • .r© Of

.-nv» alter the f Apwei.o.i ol tUc primary irrns cntc frewn ens» t©vt©. then tSu 1j >:j w?iall nol ig:nuflj»© Jh*_lm*juxoo.:>er>rc» ci/.llmy « .̂,.4
“leTlFTrr In © well ft©n» which tweh prvelvet.on has or «t e n©w wellj evltl»*n »J«ry dayt after th© crtaafion of p odurt.on. end !••» Isas? shell i*«i#e..* *n
fvll Inc© and effect so long ea luch ©t»c*©l.‘cm *r© prottcukd wiih rresonaba rf.ligencs- or n t »va/-'nd».-d und.'» Paf.igaeph 2 / hereof; ©ml, .i avJt sl'.ltfj 
or reworking of.*'oliuffs .cavrM in tit© production o' oil or pai, th© hair shall remain m Ml force *«*d efirct 10 tor*g at oil 0 get it r.*;̂ vc.*l tho*etrs,m .n
peylng quenlilks. (b) if actual drilling l«ae commenced on th© ©apwetion date n* »*•« primary lyrna of »••* least snd i> ro>.tM.vrd hi*H rêsonrhl© di!-.vnrw. svch
op©rauu*«s so include redrillmg. srdrrre;U«tg or oil©' n̂#n» ncceisery >0 reach the crmnrily proppscJ bottom hole Icxatron, th© |.*ai© il.aU <ontmw, m fu!t 
force and effect until ninety |90) days after such drilling had ceased end lor so long tnereaftrr aa 0.1 r>: gas * produced in paying cpram.'tirit U) if ai( J' nil 
ol lire IhmJs covered by the lees© are lands that have L,en srlectetf by Alaska under ttr© lows of the Un.t,.J 5i#t<i granimy lands ie Ataua and tha canda.oru 
al Was© -at issued thrreon. the term of rh© k j sc shall be ©©landed foe a oeriod equal to the pv».od during wh.ch the leas© wai <©nchi.©nvl.
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95. IXCISS A*fA. If for any »*at*« ltd land bxlwdti mo## trreig* ihr* tk# mralmvm nervnlited vt r? rppliobk lama W/*r regula­
tion!, I KM U«te »k*M not be vo»d km the «cr*rge Included in ud land lhall br rtdurtd »© rhe ptrm.it rd m«alw*n. Whenever letter d*t*rmmft
that thh l*««* i« ««c»*dt 1K9 permitted •(/#*9 # and notlflea true* mrtQ ik* rmô/nt *f ifttft »K#| m,n t>r tlimMa'ed, Irate* m*y withm iniy
day* $li$r tuck nolle* ler/andcr on* or mvf Jegaf lubdJvhlon* fnchrdrd •* ra.d l*nd» romprittng si la*tl «h* **e*ni of atrtrgt that rrujf br abnv.
•ted. If »uch i  ivrrrndff I* no l Mod withA MR tiity day* lr»ao« m*y th.'* it air It lo th* ac/#«gt that mult be «l.in<n*i*d br
»*»€• of tuch termination fo Lrmi draenbing |h* parrel w« parcfli eliminated. Such « net** iHlll have th# effect ©I terminating ik-i I•«i• *,

<0 ik* parcel pt panela dearribed «n aueh notice,
96. RICKT5 ON TffMINATION. Upon '**• nHiibn 0/ earlier terminelle* of tfc.'i Irate •« lo *IJ or *ny portion of »«id lendk. l*it«* *M

k*v« Ik* privilege it any lime within # period if ill month* *h*f*!»*»r. or ivifh *lt*n|!*n thereof n m*y k* g'eni*d Itlior. D* removmg fr*m 
te.d lend or portion thereof ill machinery. equipment, tool*. and onolorloli other then imp’ovemonii needed for prpdvcmg well* Any meter! *t|.
took. rppliantel. machinery, iiruclvrii. and •Owfp'otM *ub|f<l to t*m*v*l *i above p/ev.drd wh.ch allowed •« tern#;* on ,«.* I.nrf */ pSr*-*,
lh*rt*f ikofl brcom* iky pr»o*rry • I Irnof p̂oa uplrilion *f »»/<K polod; p»ovld*d. tk*i let*** ||»*ll »*mow* t nd ill. of iwtk p#oô'*>»
wk*r. iw dir#ct«d by Inior, Sublet to «k* forcgomf, Iiuh iki/t d«l.y«r up Mid Ltodt 0' iv<k poilton •« po'i»«A« ik*i»o/ in good c«di' l*H
iOAd*r»on,

)X. INTfRKT IN IAND, Ir it tW iaMo#*ô ol tKo p*tl«i tk*f tk* rlgSu vinrd In l*n«t by 1W1 l*i»* |KNI romtiiv'o •" »ni*ioii In **«! p»o>
• My In uld l*nd.

31. K S S it  IN T ftfST . If l*nor owm « l* n o «  fmiroil In »k* *•! «nd t*» dtpitlti In »*ld l»nd tk*n in* *mu* *«d wodNnftd I t s  imtp1*
tKin ik* royiltifi *nd r*nT|l« heroin provided |K«II b* p«ld l*tvor only In th* proportion wkl<h .‘t| ln«*r*«r o*m* lo in* wl.a'i ma vftdirdffl » —

39. CONOiriONAl l(AS(. If «N or 1 p»rt of t*«d l*nd •» tmd thit k»v Lttn irl*ci>d by Ikf lyuor ondvr l*wi of tk* United Sl»»*i gr*m|f̂
Undi l* Uitor, bvi i«Kh find h*i not b**n p*iont*d 10 letter by lH« Unl:«d S't'ti, tli*n tkl| Itttt It • condit«ontl i*«ir it provided by h«r vn''i
tiXk p*t*nr boeomoi oNocJrv*. If fp/ ony r**ton todi • t*l»<»lon it nor flnilfy approved *r tuck 1 patent dott nol btcon»* cffrc'-ti. in / refill,
royalty or minimum royalty ptymenM m*d* to lotto* vndor ikti leete w«J> no* bt r*fv«tded.

40. DtlUJNC OffRATtONl At uted In »*t Wat# "o’ :fling •pon'iê t" m*>n #ny v»o»V 0/ tt'vrl operation* vAd**uk*n or comn>tn(*d in
good laith for the pwrpot* of tarrying owl any of Ik* r*gktt. p-.V.Iepet or duliei ol lattaa tmdtr ihii Iteta, fol<ov̂«d d.liganlty md in dvr cijr»* br
Ik* conitrvcrion nf § rood or dorrlcb and/or oth«r n*c*ttiry ttrudum lo* lk# drilkng of an o3 or gel well, and by th* cclwal npartl̂ n c.f clrtfling
h tk* ground. Any w«h w*rh or opnreiiont preliminary to drtlkng In ikr ground may b* und*ri*k«n *ltk*r on taid lend pr in tk* vicinity of »aid
lend bt toy order I at tee ihell tee fif.

41. ACTUAL OtllllNG. At uted In ihit 1**11, "actual drilling" moena any tod all opestilent necettary *r tonvenlenf t* tk« drllkng ol a
W*JI In Ik* ground *flor tko fbir drill.ng or ipuddmg with *gulpm*ni of iuff)ci*nt life end capacity t* drill to tk* loiei depth prepoted for fhr well

42. IUL£S ANO RIGULATIONS. A» ut*d In rkl* leete 'regjetlont1* meen ik* epplicebU end velid oil end get Int.ng ngvletloni *1 the Co*
mltilon*/ of the Deptrtmenl of Neivref R*tovrc*i In effect on the cffecllve date of ikii kate vrtleti orherw.t* ipKdied.

43. INTfRMfTATION. At vt*d in tklt laaa* «vorda wkkk aro dafmtd k in* regvfalkni h*ve th* meaning etilgned by »ucl. definition r*«*?f
nker* lh* con«**f clearly rc*vt'*i • difUrent meaning. Th* paragraph |v*ediftyft ir# net a p*r| ol thit leete end a/a intorlcd oMy tor convtn>«nce.

44. NOTlCfS. Any nolle* required or potmlited under fhit kate ikall be bt writing end |h*|| be p*v*n by ftgltterad o» c*rilti*d mi I. tatum
receipt reouetred, addr*»t*d *a lollowni

T* letaon To (auto*
Oir*«for, Dfeiaion of Undl__________________________________________________ ________ _____________________________________
lliie of AUela

* 344 Wirth Avenu*__________________________________________________________ ______ ____________
AnJorigr, Alotke 99301

Any tuck notice oKpli be doomed gluon when delivered lo lh* foregoing edd/eit. Cither party mty change the add/ett to wkkh link noilcti tra to be 
aant, by e notice given In accordance wflk tkli paragraph.

43. HgltS ANO ASSIGNS. Subfecl to tk* other provltiom of thlt lane, tk* (avenantr, conditlani, end egroemanti contained In <hli katt aliall 
attend l# and b* binding upon tko hedi. eaecuron, admmktraipra, auc/ttaori, 0/ aulgna ol lettor and letaeo.

44. W110UFI STlPUlATlOkfl TkU leaie It aubfecl to auch tlipulatleii aa art attacked.

IN WITNESS V/HEtfOP tk* parti** hae* eaecuted Ihit laaa* effeci/vt *t ol lk«      day of ...

STATE Of ALAlKA

•y.*

HSUt Thf# US SO 2

Tilt UNITCD STATES OF ANTWCA 
STATE Of ALASKA

Tlili carllfki that on »>• . , _ - day nr _ r $ 1 9 . before rac, a nota public lo and for th? Suit cf Alatfeu. il.'lr

rommliilonrd and iuom. prraonelle appeared — — ----« - ... . . , tn r»o known and Wi»o*n lo :n.* Ii I
the peraon dracnUvd in and «ho rartutcd ilia toirpoinc Iciac on bt.w.alf of llir SUI* of Alnika aa Luirrtur of liic Itltklcn u( l.aitUl, Ikm.hu

•nenl of Nntural Araourrr*. #r Ma authurlird apcnt. Th* a a id    ._ .. w-. - .  —  — . ■ racculrJ b»!d lo*? In rnv
trr*eac* auÛ-afiv/-tte4n*-*»*ly ewem ocrvnflnff r» law-?tq tvxMvrnT~an.tr r" m rtf lh jt tit l» rtTy nTrkTT*'7 0I1I»4 'ItlV!*!l.H fit TJhOk. r-1t5*V •• r.t 
of Natural lie«»*irrrj. or M» autknil«ml acimt. and ha» jutt’oriiy puruant tu l.'tv to cxrctilc i!n* fnrrc'lns lu.«k< at *wfJt liirn'tnr, O' — 1 
acm J. on behalf of llte Stale of Aln»ba. artln̂  ihrouL'h I lie Ml%l*!on of l.antl*. I>cparlnirnt «f .\alural tic«onrcrj anil thal he orcu.' .1 lit? 
umr ftvrly and volunlafily a* I)*c ftrw and voluntary act and duad Of the taid diait* uf Ah»kJ and fur thu Jtivlrlon uf l.ant!», liv|tarln«'n( i 
Natural Hr*wc~ca.

wrr.WESS my band and affktaj acal of lh* day and >rar In tAla rcrllficale above orlltro.

. ...» Netorj Fublk In and for Alaaka. My Commlwinn riplrra ..

SGI 005118



Relevant Sections from D L - 1 Lease 

(Sections 7 and 20)

“7. E X T E N S I O N  B Y  SHUT -rN  P R O D U C T I O N .  If, upon the expiration of 

the primary term or times thereafter, there is on said land a well capable of 

producing oil or gas in paying quantities, this lease shall not expire because 

lessee fails the produce the same unless Lessor gives notice to Lessee 

allowing a reasonable time, which shall not be less than sixty days, after 

such notice to place the well on a producing status, and lessee fails to do so, 

provided that after such status is established such production shall continue 

on the said land unless and until suspension of production is allowed by 

Lessor.” ...

“20. DILIGENCE, P R E V E N T I O N  O F  W A S T E .  Lessee shall exercise 

reasonable diligence in drilling, producing, and operating wells on said land 

unless consent to suspend operations temporarily is granted by Lessor shall 

carry on all operations hereunder in a good and workmanlike manner in 

accordance with approved methods and practices, having due regard for the 

prevention of waste oil and gas and the entrance of water to the oil and gas 

bearing sands or strata to the destruction of injury of such deposits and the 

preservation and conservation of the property for the future productive 

operations; shall use reasonable care and all proper safeguards to prevent the 

pollution of water; shall plug securely in an approved manner any well 

before abandoning it; shall allow Lessor to inspect all operations at any time; 

shall carry out at Lessee’s expense all reasonable orders and requirements of 

Lessor relative to the prevention of waste and the preservation of said land 

and on failure of Lessee to do so. Lessor shall have the right together with 

any other recourse available to it to enter on said land to repair damage or 

prevent waste at Lessee’s expense; ant. shall abide by and conform to valid 

applicable rules and regulations of the Alaska Oil and Gas Commission and 

the regulations of Lessor relating to the matters covered by this paragraph in 

effect on the effective date hereof or hereafter in effect if not inconsistent 

with in}r specific provisions of this lease.”
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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

C o m m i t t e e  H a n d o u t s

J o i n t  S e n a te  a n d  H o u s e  R e s o u rc e s  C o m m it te e  H e a r in g
A u g u s t  18. 2 0 0 6

1. S ix  E le m e n ts  o f  a  G ood  R e g u la to ry  P ro g ra m

2. A la s k a ’s  Oil P ro d u c t io n .  T r a n s p o r t a t i o n  a n d  S to ra g e  N etw ork  d ia g r a m

3. R e g u la te d  Flow  L ines  a n d  C r u d e  Oil T r a n s m is s i o n  P ip e l in e s  a t  N o rth  S lo p e  

P ro d u c t io n  F ac il i t ie s  d ia g r a m

4. C h a r t e r  A g re e m e n t  d o c u m e n t s  (b inders  p r o v id e d  to C o m m it te e  in a d v a n ce )

5. C h a r t e r  A g re e m e n t  e x c e rp t

6. A rctic  P ipe line  T e c h n o lo g y  T e a m  MOA

(' Dncrmcnls unil Sellings rsaigentn I oeul Sellings temporary Interne! I lies Ol KX4 Joint Resources Hearing Docs 0X0(> doc



S I X  E L E M E N T S  O F  A  G O O D  

R E G U L A T O R Y  P R O G R A M :

1 . U n a m b i g u o u s  s t a t u t o r y  a u t h o r i t y

2 . D o c u m e n t e d  b a s i s  f o r  c o n c e r n

3 . P r o t e c t i v e  s t a n d a r d s

4 . R a t i o n a l  r e g u l a t o r y  s c h e m e

5 . D o c u m e n t e d  c o m p l i a n c e

6 . E n f o r c e m e n t



A la ska’s Oil P roduction , T ransportation  and S torage Network

The facilities designated as “non-regulated" are not required to have a state-approved oil discharge 
prevention and contingency plan () Number of facilities

Offshore 
T i oductlon Wells

North Slope (76)

Artificial Isla nd s (3)

Offshore Exploration Wells Onshore Exploration Wells

1

Onshore 
Production Wells

North S lope ( 1,5 8 7 )

Production Facilities (33)
Flow L ines

" g f a
Flow L ines

Cook Inlet

Gathering
L in e s

Pump
Stations

Platforms (16)

Crude Oil 
T ra n sm ission  

P ipelines 
(1.100 miles)

Manifold
Station

Crude Oil Tankers (30)

Crude Oil Terminals (3)
>5.000 bbl 
8 1  tanks 

1 3  million bbls

Non-Crude 
V e s se ls  and Barges 

(132)
□

Noncrude Oil Terminals 
>10,000 bbls (75) 

689 tanks 8 million bbls

Aboveground Storage Tanks 
<10 ,000  >ls 

/  I  • %

Alaska Railroad 
800 million gallons/yr 2 trains/day 

12 5  tank cars/train 
23,000 gal/car

»** ^    n

Nontank V e s se ls  
>400 g ro ss  tons 

(371)

□
/ /

□
Regulated 

Underground 
Storage Tanks 
110 g a ls (1,066) 
Facilities (446)

1 Home Heating 
 ̂ Oil Tanks

\
\

\  Nontank v e s se ls  Tank Trucks 
<400 g ro ss  Ion s

g: spar'spar-gencral'mirmlisctliagram.Viloc (Revised l-ehruary I. 2006)



Regulated Flow Lines and Crude Oil Transmission Pipelines 
at North Slope Production Facilities

□□□□
TXH

□□□□
W ell Pad without M anifold Build ing

□ □ □

Well P a d  with Manifold Building

Processing 
Facility

ixi 1
(gahenng ountef or Bav sWion)

Single-phase Flow
(Crude Oil) f

Pump ! 
Station 1 |

M j

Trans-AJaska Pipeline

N  Valvo, Choke. Flange, or Interconnection 

J  Wellhead
AOEC Rej, lated Crude Oil Transmission Pipeline (18 AAC 75.055) -  leak detection



C h a r t e r  fo r  D e v e l o p m e n t  o f  A la s k a ' s  N o r t h  S lo p e  
D e c e m b e r  2 ,  1 9 9 9  

A n t i - t r u s t  A g r e e m e n t  E n v i r o n m e n t a l  P r o t e c t i o n  P r o v i s i o n s

C o m m i t m e n t  t o  C o r r o s io n  M o n i to r in g .  BP a n d  ARCO will, in  c o n s u l t a t io n  w ith  

ADEC, develop  a  p e r fo rm a n c e  m a n a g e m e n t  p ro g r a m  lor th e  r e g u la r  review  ol B P ’s  

a n d  A R C O 's  c o r ro s io n  m o n i to r in g  a n d  re la te d  p ra c t ic e s  for n o n -c o m m o n  c a r r ie r  

N orth  S lope  p ip e lin e s  o p e ra te d  by BP o r  ARCO. 'H its  p ro g r a m  will in c lu d e  m e e t  a n d  

c o n fe r  w o rk in g  s e s s io n s  b e tw ee n  BP. ARCO a n d  ADEC, s c h e d u le d  o n  av e rag e  tw ice 

p e r  y ea r ,  re p o r ts  by  BP a n d  ARCO of t h e i r  c u r r e n t  a n d  p ro je c te d  m o n ito r in g , 

m a in t e n a n c e  a n d  in sp e c t io n  p ra c t ic e s  to  a s s e s s  a n d  to r e m e d y  p o te n t ia l  o r  a c tu a l  

c o r ro s io n  a n d  o th e r  s t r u c t u r a l  c o n c e r n s  re la te d  to th e s e  l ines , a n d  o n g o in g  

c o n s u l t a t io n  w ith  ADEC re g a rd in g  e n v i ro n m e n ta l  co n tro l  te ch n o lo g ie s  a n d  

m a n a g e m e n t  p rac tice s .

A dd it io n a l  E n v i ro n m e n ta l  C o m m itm e n ts :

C le a n u p  of A b a n d o n e d  S i te s  
C le a n u p  of A b a n d o n e d  E m p ty  B a r re ls  
C le a n u p  of E x is t in g  BP a n d  ARCO S ite s  
C lo s u re  of In ac tive  R eserve  P its  
C o m m itm e n t  to N o rth  S lope  Spill R e s p o n s e  
R en ew ed  C o m m itm e n t  to  OPA 9 0  
R e p la c e m e n t  V esse ls  
M ar in e  O p e ra t io n s

C ADocumcnts and Scttingŝ OshwicM ocal Settings!emporary Internet I ilcs'OLK9Fcharter cNccrpt 0317OP doc



A R C T IC  P IP E L IN E  T E C H N O L O G Y  T E A M

M EM O RAN DU M  O F A G R E E M E N T  

BETW EEN

T H E  ALASK A D E PA R T M E N T  O F EN VIR O N M EN TAL C O N SERV ATIO N

A ND

T H E  ALASKA D E PA R T M E N T  O F N A TU R AL R E SO U R C E S

AND

TH E ALASK A OIL A N D  G AS C O N SE R V A T IO N  C O M M ISSIO N

G o v e rn o r  F r a n k  H. M u rk o w sk i  h a s  ca lled  for th e  c re a t io n  o f  a n  Arctic P ipe line  
T ech n o lo g y  T eam  c o n s i s t in g  o f  s ta te ,  federa l a n d  in d u s t r y  e x p e r ts  to e n s u r e  th e  
in te g r i ty  of A la s k a ’s oil p ip e l in e  in f r a s t r u c tu r e ,  c o n t in u e d  c r u d e  oil p ro d u c t io n  
a n d  p ro te c t io n  of th e  e n v i ro n m e n t .

T h e  G o v ern o r  h a s  ca lled  for m o n i to r in g  a n d  m a in ta in in g  p ip e l in e s  to th e  
h ig h e s t  s t a n d a r d s .

T h e  A la sk a  D e p a r tm e n t  o f  E n v i ro n m e n ta l  C o n se rv a t io n  (DEC), A lask a  
D e p a r tm e n t  of N a tu ra l  R e s o u rc e s  (DNR), a n d  A la sk a  Oil a n d  G a s  C o n se rv a t io n  
C o m m is s io n  (AOGCC) (refe rred  to h e re a f t e r  a s  th e  “Parties") s h a r e  a  c o m m o n  
in te r e s t  in e n s u r in g  th e  in te g r i ty  of oil a n d  gas  p ip e l in e s  in A la sk a  a n d  
p ro te c t io n  of th e  e n v iro n m e n t .

E x p lo ra t io n  a n d  p ro d u c t io n  of oil a n d  g a s  in  A la sk a  d e p e n d s  on p ipe line  
s y s te m s  to safely  t r a n s p o r t  oil a n d  g a s  from  th e  w e l lh ea d  to  p ro c e s s in g  
facilities, re fine ries ,  s to ra g e ,  d i s t r ib u t io n  a n d  delivery  to  the  c o n s u m e r .

It is  in th e  in te r e s t  o f  th e  p a r t i e s  to c o o rd in a te  efforts  to m ax im ize  efficiency 
a n d  s h a r e  know ledge  a n d  e x p e r t is e  re la te d  to a rc t ic  p ip e lin e  in tegrity .

It is  in  th e  in te r e s t  of th e  p u b l ic  a n d  th e  e n v i ro n m e n t  to  e x c h a n g e  te c h n ic a l  
k n o w led g e  a n d  co lla b o ra te  on  p ip e lin e  in teg rity  is s u e s .

It is  in th e  in te r e s t  of the  p a r t i e s  to e n s u r e  th e  in teg r i ty  of A la s k a ’s oil 
t r a n s p o r ta t io n  i n f r a s t r u c tu r e  by  employ ing  th e  b e s t  av a ilab le  e x p e r t ise  w ith in  
th e i r  re sp ec tiv e  o rg a n iz a t io n s  r e g a rd in g  te ch n o lo g ies  a n d  p ra c t ic e s  in th e  
d e s ig n ,  o p e ra t io n  a n d  m a in t e n a n c e  of A la s k a ’s p ip e lin e s .



Now, the re fo re , th e  P a r t ie s  ag ree ,  to  th e  e x te n t  p e rm i t te d  by  law , a n d  
c o n s i s te n t  w ith  th e i r  re sp ec t iv e  po lic ies , ava ilab le  r e s o u r c e s ,  s t a t u to r y  a n d  
re g u la to ry  a u th o r i ty ,  to  e s ta b l i s h  th e  A la sk a  P ipeline  T e c h n ic a l  T e a m  (APTT) to 
s h a r e  te ch n ica l  e x p e r t is e  a n d  k n o w led g e  for p ip e l in e s  in  A la sk a .

P A R T IE S  T O  T H E  A G R E E M E N T
T he p a r t ie s  to th is  a g r e e m e n t  a re  th e  A la sk a  D e p a r t m e n t  o f  E n v i ro n m e n ta l  
C o n se rv a t io n ,  A la sk a  D e p a r tm e n t  of N a tu ra l  R e s o u rc e s ,  a n d  A la s k a  Oil a n d  
G a s  C o n se rv a t io n  C o m m iss io n .

P U R P O S E  O F  T H E  A G R E E M E N T
T h e  p u r p o s e  of th i s  M e m o r a n d u m  of A g re em en t  (MOA) is  to c r e a te  a n  Arctic 
P ipeline T echno logy  T e a m  in  o rd e r  to s h a r e  a n d  e x c h a n g e  te c h n ic a l  k n o w ledge , 
e x p e r t ise  a n d  in fo rm a t io n  re la te d  to co rro s io n  p re v e n t io n ,  m o n ito r in g ,  
in sp e c t io n  a n d  m it ig a tio n  a n d  o th e r  i s s u e s  re la ted  to  p ip e l in e  in teg r i ty  in  a rc t ic  
c l im a te s .  T h e  Arctic P ipe line  T echno logy  Team  sh a l l  s h a r e  t e c h n ic a l  r e s o u rc e s ,  
t r o u b le s h o o t  des ig n ,  c o n s t r u c t io n ,  o p e ra t io n  a n d  m a i n t e n a n c e  p ro b le m s ,  
v a l id a te  en g in ee r in g  a p p r o a c h e s ,  e x a m in e  te ch n o lo g ies  a n d  e n s u r e  th e  b e s t  
av a ilab le  r e s o u rc e s  w ith in  th e  re sp ec t iv e  ag en c ie s  c a n  be  m a d e  ava ilab le  to a n y  
o f the  p a r t ie s  for e v a lu a t in g  p ip e lin e  in teg rity  i s s u e s  a s s o c ia te d  w ith  A la s k a ’s 
p ipe lines .

A G R E E M E N T
T h e  s ig n a to ry  ag en c ie s ,  re fe r re d  to  a s  th e  “P a r t i e s ”, a g re e  to:

W ork  to g e th e r  to c o m m u n ic a te ,  c o o rd in a te  a n d  c o l la b o ra te  a n d  prov ide  a  
le a d e r s h ip  role for a rc t ic  p ip e l in e  in teg rity .

W ork  to g e th e r  to co o p era tiv e ly  a d d r e s s  p ipe line  in teg r i ty  i s s u e s .

M ake  availab le  th e  b e s t  e x p e r t is e  a n d  r e s o u rc e s  w ith in  th e i r  re sp ec tiv e  
a g e n c ie s  to a n y  of th e  P a r t i e s  to e v a lu a te  a rc t ic  o r  s u b a r c t i c  p ip e lin e  in teg rity  
is su e s .

S h a re  te c h n ic a l  r e s o u rc e s  a n d  in fo rm a t io n  re la ted  to  p ip e l in e  in te g r i ty  in A rctic  
a n d  su b -A rc tic  c lim a tes .

T a rg e t  w ork ca rr ied  o u t  u n d e r  th is  a g re e m e n t  to c o r ro s io n  m a n a g e m e n t ,  
m o n ito r in g ,  in sp ec tio n  a n d  m it ig a t io n  in c lu d in g  s t r a in  b a s e d  r i s k  a s s e s s m e n t  
fo r A la s k a ’s N orth  Slope p ip e l in e s  u p s t r e a m  of P u m p  S ta t io n  1 of th e  T r a n s  
A la sk a  Pipeline S ys tem .

E x te n d  co llabo ra t ion , c o m m u n ic a t io n  a n d  c o o rd in a t io n  for o th e r  p ip e l in e  
in te g r i ty  i s s u e s  in A la sk a  a t  th e  r e q u e s t  of in d u s t r y  o r  a n y  of th e  P a r t ie s .
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T r o u b le s h o o t  d e s ig n ,  c o n s t r u c t io n ,  o p e ra t io n  a n d  m a in t e n a n c e  p ro b le m s ,  
v a l id a te  en g in ee r in g  a p p r o a c h e s ,  e x a m in e  re g u la to ry  r e g im e s  a n d  re c o m m e n d  
c h a n g e s  to reflect la te s t  te c h n o lo g ie s .

M a in ta in  r e la t io n s h ip s  a n d  c o m m u n ic a t io n  to p ro m o te  e ffic iencies  in re so lv ing  
p ip e l in e  in teg rity  is su e s .

C o lla b o ra te  a n d  s h a r e  d a t a  a n d  in fo rm a t io n  t h a t  will a s s i s t  in e v a lu a t in g  
p ip e lin e  in teg rity  is su e s .

Review  c o rro s io n  in s p e c t io n  te c h n i q u e s  a n d  th e i r  t im ely  im p le m e n ta t io n ,  
in c lu d in g  v isual ,  u l t r a s o n ic ,  ra d io g ra p h ic ,  g u ided  w ave, s m a r t  p ig  a n d  o th e r  
tech n o lo g ies .

Review in te rn a l  a n d  e x te rn a l  c o r ro s io n  p ro g r a m s  in c lu d in g  c a s e d  pipe 
in s p e c t io n  te c h n iq u e s .

Review s t r a in  in d u c e d  p ro b le m s  a s s o c ia te d  w ith  c o r ro s io n ,  w in d  in d u c e d  
v ib ra t io n  o r  o th e r  c a u s e s .

E v a lu a te  co rro s io n  m e c h a n i s m s ,  c o r ro s io n  m o n ito r in g ,  c o r ro s io n  in s p ec t io n ,  
a n d  co rro s io n  m itiga tion  te c h n o lo g ie s .

E x c h a n g e  cop ies  of c o r r e s p o n d e n c e  a n d  re p o r ts  p e r t a in in g  to  p ipe line  in teg ri ty  
i s s u e s  a s  a p p ro p r ia te .

E x c h a n g e  the  r e s u l t s  of s tu d ie s ,  m o n i to r in g  a n d  r e s e a r c h  re la te d  to p ipe line  
in teg rity .

A n tic ip a te  p ipeline  in teg r i ty  p ro b le m s  to p re v e n t  spills .

E v a lu a te  m o n ito r in g  a n d  in s p e c t io n  m e th o d s  a n d  tech n o lo g ies .

Advise e a c h  o th e r  of an y  te c h n ic a l  d e v e lo p m e n ts  re le v a n t  to  a rc t ic  or s u b a r c t ic  
p ip e lin e  in tegrity .

E v a lu a te  p ipeline  fa ilu re  t r e n d s  a n d  c a u s e s .

C o o rd in a te  in sp e c t io n s  a n d  rev iew s a s  a p p ro p r ia te .

Review d a ta  a n d  p ipeline  in te g r i ty  p ro g ra m s .

C rit iq u e  re p o r ts  a n d  in v es t ig a tiv e  find-'ngs a s  a p p ro p r ia te .

M ee t a n d  confe r  w ith  o th e r  e x p e r ts  from  a c a d e m ia ,  o u ts id e  c o n s u l t a n t s ,  
i n d u s t r y  o r  o th e r  s ta te  o r  fed e ra l  a g e n c ie s  to a c q u ire  k n o w led g e  o r  ex p e r t ise  on  
specific  p ipe line  in teg rity  i s s u e s .
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O RG ANIZATION
T h e re  sh a ll  be  a n  E x ecu tiv e  S te e r in g  C o m m it te e  (ESC) a n d  a  W o rk in g  G ro u p  
(WG).

E S C  m e m b e r s  a r e  th e  s ig n a to r ie s  to  t h i s  M e m o r a n d u m  of A g re em en t .  They  
s h a l l  fu n c t io n  a s  a  policy-level g r o u p  to  p rov ide  overa ll  d i r e c t io n  for 
co l la b o ra t io n ,  c o o rd in a t io n  a n d  w o rk  u n d e r t a k e n  w i th in  th e  s co p e  of th is  
a g re e m e n t .  T h e  m e m b e r s  o f  th e  E S C  s h a l l  m e e t  a n d  c o n fe r  a s  th e y  m ay  
d e te r m in e  to  e x ecu te  th e s e  r e s p o n s ib i l i t ie s .

T h e  ESC  shM l iden tify  a n d  p r io r i t iz e  specific  p ip e l in e s  a n d / o r  p ipe line  in teg ri ty  
i s s u e s  for w h ich  c o l la b o ra t io n ,  c o o r d in a t io n  o r  in fo rm a t io n  s h a r in g  u n d e r  th is  
a g r e e m e n t  is  benefic ia l.

E S C  m e m b e r s  sh a l l  a p p o in t  a  p r im a r y  WG m e m b e r  to a c t  a s  th e  s ingle  p o in t  o f  
c o n ta c t  for p u r p o s e s  of th is  A g re e m e n t .

T h e  WG sh a ll  be th e  o p e r a t io n a l  a r m  o f th e  ESC.

T h e  w o rk  c a r r ie d  o u t  a n d  th e  r e c o m m e n d a t io n s  m a d e  b y  th e  WG sh a l l  be 
c o n s e n s u s  b a se d .

T h e  WG sh a ll  e s ta b l i s h  a n d  id en tify  th e  p a r t i c ip a n ts ,  p r o c e s s  a n d  p ro c e d u re s  
a p p r o p r ia te  to  e v a lu a t in g  spec if ic  p ip e l in e  in teg rity  p ro b le m s  b r o u g h t  before it.

T h e  p a r t i c ip a n ts ,  p ro c e s s  a n d  p r o c e d u r e s  for e v a lu a t in g  spec if ic  p ipe line  
in te g r i ty  p ro b le m s  sh a ll  be e s t a b l i s h e d  by  th e  WG.

T h e  WG sh a l l  fo llow-up on  p ip e l in e  in te g r i ty  i s s u e s  a s  m a y  be r e q u e s te d  by the  
ESC.

WG m e m b e r s  m u s t  be ab le  to  r e p r e s e n t  the  te c h n ic a l  v ie w p o in ts  a n d  
c o o rd in a te  p a r t ic ip a t io n  o r  a c c e s s  to  t h e  b e s t  ava ilab le  e x p e r t i s e  of th e ir  
re sp ec t iv e  agency .

WG m e m b e r s  m a y  iden tify  sp ec if ic  p ip e lin e  in teg rity  p ro b le m s  for d is c u s s io n  
a n d  e v a lu a t io n .

P ipe line  in teg rity  i s s u e s  from  i n d u s t r y  o r  o th e r  n o n - s ig n a to ry  a g e n c ie s  m a y  be 
b r o u g h t  to th e  WG g ro u p  for rev iew , c o n s id e ra t io n  a n d  e v a lu a t io n .

W ork  c a r r ie d  o u t  by th e  WG s h a l l  be  o u t l in e d  in a n  a n n u a l  c a l e n d a r  y e a r  w ork  
p la n  for ESC review a n d  a p p ro v a l .

T h e  WG m a y  form s ta n d in g  o r  ad  h o c  te a m s ,  a s  n e e d e d ,  to  s tu d y  a n d  m a k e  
r e c o m m e n d a t io n s  on  spec if ic  i s s u e s  of c o n c e rn .  T h e  WG s h a l l  d e s ig n a te  th e
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le ad  a g en c y  a n d  th e  P a r t ie s  m a y  a p p o in t  m e m b e rs  o r  o t h e r  s u b je c t  m a t t e r  
e x p e r t s  to p a r t ic ip a te .

T h e  WG m ay , a t  i ts  d is c re t io n ,  inv ite  o th e r  in d u s t ry  o r  g o v e rn m e n t  
r e p re s e n ta t iv e s  jr  o th e r  e x p e r t s  a s  "adv iso rs"  to  p ro v id e  e x p e r t i s e  for specific 
i s s u e s .

U N D E R ST A N D IN G
T h is  MOA r e p r e s e n t s  a  v o lu n ta ry  u n d e r s t a n d in g  b e tw ee n  th e  P a r t ie s .

It  is th e  e x p re ss  p u r p o s e  o f  t h i s  MOA to s h a r e  e x p e r t ise  a n d  k n o w led g e  in  a  
non -leg a lly  b in d in g  te c h n ic a l  fo ru m  se p a ra te  a n d  a p a r t  from  a n y  ac t io n  th a t  
m a y  be  ta k e n  by a n  in d iv id u a l  a g en c y  a c t in g  u n d e r  i ts  o w n  a u th o r i ty  or 
ju r i sd ic t io n .

T h is  MOA in no w ay  s u p p l a n t s  o r  c h a n g e s  th e  in d iv id u a l  a u th o r i ty  o r  
ju r i s d ic t io n  of in d iv id u a l  a g e n c ie s .

T h e  te rm s  of th is  MOA m a y  b e  c h a n g e d  a t  a n y  tim e  th r o u g h  m u t u a l  c o n s e n t  of 
t h e  Parties .

A P a r ty  m ay  w ith d ra w  from  th i s  MOA by  p rov id ing  3 0  d a y s  p r io r  w r i t te n  no tice  
to  th e  o th e r  P a rties .

No r ig h ts ,  d u t ie s ,  o b lig a t io n s ,  o r  l iab il i t ies  en fo rceab le  by  law  a r e  c re a te d  by 
th i s  MOA.

No ac t io n  b a se d  u p o n  th i s  MOA m a y  be b r o u g h t  a g a in s t  t h e  U n ite d  S ta te s  or 
th e  S ta te  of A laska  by a n y  p e r s o n .

T h is  MOA d o e s  n o t  a l te r ,  m odify , a b r id g e ,  or in a n y  w ay  a ffec t a n y  r ig h ts ,  
d u t ie s ,  o b lig a tio n s  o r  l iab il i t ie s  of a n y  p e rso n  u n d e r  th e  la w s  of th e  U nited  
S ta te s  o r  th e  S ta te  of A laska .

N o th in g  i:i th i s  MOA sh a l l  a l te r ,  im p ed e ,  or in te rfe re  w ith  th e  a u th o r i t i e s  a n d  
p ro c e d u re s  of th e  a g e n c ie s  invo lved  in im p le m e n t in g  th e i r  re sp ec tiv e  
e n fo rc e m e n t  re sp o n s ib i l i t ie s .

T h is  MOA sh a ll  b eco m e  effective u p o n  th e  d a te  of s ig n in g  by  th e  la s t  Party  
h e re to .
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CHARTER FOR DEVELOPMENT 
o f  the Alaskan North Slope

Untitled Document

This Charter for Development of the Alaskan North Slope Is enterec between the State of 
Alaska, BP and ARCO on December 2, 1999.

BP and ARCO historically have been major participants in the development of oil resources on 
the North Slope of Alaska. ARCO discovered the giant Prudhoe Bay oil field in 19G8. BP 
participated in the discovery of Kuparuk the following year. Both were leaders in building the 
Trans Alaska Pipeline System. Today, they are two of the largest interest owners and operators 
on the North Slope.

The environment for finding, developing and producing oil and gas is cnallenging and complex, in 
Alaska and the world The giant Prudhoe Bay and Kuparuk fields are in decline. World energy 
markets continue to experience price volatility, competition for capital and opportunities, and 
financial and technical challenges to discover, develop and produce new fields. These challenges 
have led to large-scale industry consolidation in recent years.

Earlier th: year, BP and ARCO proposed to merge. The merger and its potential impact on 
Alaska have been analyzed and discussed by the Governor, his Cabinet-level review team, the 
Legislature and the public in private, in hearings and in the media since the announcement.

There is potential both for benefit and risk to Alaska in the merger as initially proposed. In BP and 
ARCO's view, Alaska would benefit from the combination's financial strength and expertise, and 
the increased efficiencies and synergies of the combination would help make Alaska more 
attractive in a global oil marketplace. But Alaska would, in the State's view, lose a measure of 
competition, diversity and bal. nee in the exploration, development and production of North Slope 
resources, and Alaska would |.j?e the varied contributions of a leading corporate citizen.

The State of Alaska is committed to maintaining and enhancing competition, diversity and 
balance in the exploration, development and production of North Slope resources, sustaining and 
growing both oil and gas production, and ensuring that the State's natural resources are 
developed in an environmentally and socially sensitive and responsible manner. The State has 
determined therefore that its support for the merger must be conditioned upon BP and /.RCO 
making substantial markf ^.ace and community commitments to Alaska.

Therefore, in order lo provide for greater competition, diversity, corporate responsibility, renewal 
and growth in the exploration, development and production of Alaskan North Slope oil and gas, 
the State, BP and ARCO agree to this Charter and its terms as set forth below.

I. BP and ARCO's Commitments Regarding Competition, Diversity and Growth.

A. Sale of Current Production. After the merger is completed, BP and ARCO will sell the 
following properties in the following manner:
1. Sale of Production. BP and ARCO will sell interests in North Slope properties producing in 
aggregate share not less than 175,000 barrels of gross working interest production per day to one 
or more purchasers. For purposes of this paragraph I.A., quantity will be measured by 1999 
average daily production, except the Colville River Unit will be deemed to produce a total of
80,000 barrels of t eduction per day.

2. Sale of Interests including Kuparuk. As part of the sale required by subparagraph 1, BP and 
ARCC will enter Into a contract of sale with a single qualified company (“Buyer A") for at least
125,000 barrels of gross working interest production per day, including at least 50.01% of the 
Kuparuk River Unit total interest, and will take all reasonable available steps to enable that 
company to become the operator of that unit. In no event will BP or ARCO continue as operator of 
that unit after sale of the working interest production. For purposes of this subparagraph 2, 
"qualified company" means a company which is currently a joint interest owner in the Kuparuk 
River Unit, or a company primarily in the energy business with assets of not less than $8 billion.

3. Sale of Interest In Alpine. As part of the sale required by subparagraph 1, BP and ARCO will
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enter into a contract of sale with a single qualified company (“Buyer B“ ) for at least 40% of tne 
total Colville River Unit interest and will take all reasonable available steps to enable that 
company to become the operator of that unit. In no event will BP or ARCO continue as operator of 
that unit after sale of the interest. For purposes of this ^ubparagraph 3. "qualified company" 
means a company which Is currently a joint interest owner In the Colville River Unit, or a company 
primarily in the energy business with assets of not less than $3 billion.

4. Sale of Share of Pipelines. BP and ARCO will enter into a contract of sale with Buyer A and 
Buyer B for a commensurate interest in TAPS and intermediate pipelines as provided in 
paragraph H.

B. Sale of NPRA Lease Interests. BP and ARCO will sell not less than 220,000 net acres of their 
aggregate NPFA holdings to one or more purchasers. BP and ARCO will enter a contract of sale 
with either Buyur A or Buyer B for not less than 100,000 net NPRA acres, including at least 
50.01% of BP snd ARCO's combined interests in one of the sections of the NPRA designated on 
Exhibit A to thir, Charter, and will take all reasonable available steps to enable that company to 
become the exploration operator in that section.

C. Sale or Relinquishment of State Leases. BP and ARCO will sell or relinquish at least
400,000 net acres of undeveloped state leases, including sufficient Interests in onshore/non­
unitized state leases to reduce their aggregate holdings in such leases to not more than 50n,000 
net acres. BP and ARCO will manage the sale of this acreage to result in two exploration 
operatorships other than BP or mRCO in material and significant geologic play fairways on the 
North Slope (lease groupings which the parties agree meet this requirement are listed in Exhibit B 
to this Charter). As part of this sale or relinquishment of State acreage, BP and ARCO will enter 
contracts of sale with Buyer A and Buyer B in the combined amount of not less than 250,000 net 
acres of undeveloped state leases, including a minimum of 75,000 net acres for each buyer. BP 
and ARCO agree to meet and confer with representatives of the Alaska Department of Natural 
Resources, beginning within 10 days after the merger is completed and continuing for the period 
reasonably necessary to review the number, status, prospectivity and possible transfer options for 
all such holdings, as well as intended marketing or relinquishment plans

D. Terms of Sales. Contracts for the full aggregate amount of the interests sold under 
paragraphs I.A. and I.B. will be signed within 6 months after the merger is completed and those 
transactions will be closed not later than 12 months after the merger is completed. Transfers 
under paragraph I.C. will be made within the period prescribed by law. All transfers of whole or 
partial interests in the properties and pipelines referenced in paragraphs I.A.-I.C. will be absolute, 
in good faith and with no minimum price. BP and ARCO agree that they will not reacquire 
interests transferred under pa'agraphs I.A.-I.C. by any means without advance approval of the 
State. Except as specifically provided in paragraphs I.A-I.C. and otherwise in this Charter, the 
sales contemplated in paragraphs I.A.-I.C. may be to various parties and include interests from 
various units and leases as determined by BP and ARCO. BP and ARCO may retain an interest 
in the units and leases it sells under paragraphs I.A.-I.C., subject to the requirement that anv 
interest retained in exploration leases be subject to non-consent provisions pe. nitting investment 
by other interest owners without BP or ARCO's consent. Any transfer under pr .agraphs i.A-I.C. 
will be subject to all necessary state and federal regulatory approvals and other requirements. BP 
and ARCO will use their best efforts to secure such approvals.

E. Data Availability. After the merger is completed, BP and ARCO will make their proprietary 
North Slope seismic and well data publicly available for purchase by any person where they have 
the legal right to do so. Where they do not currently have the legal right to do so, they will 
diligently and in good faith seek permission from the other joint interest owners to make the data 
available. Unless otherwise approved by the State, BP and ARCO will make the data available by 
contracting with a third party company, acting as marketing agent for BP and ARCO, that will 
market the data at prices it independently determines; except that, with respect to data generated 
before 1975, BP and ARCO will make the data publicly available without charge in such 
reasonable manner as i’ may determine. BP and ARCO will ensure that the data is publicly 
available as soon as is easonably practicable but in all events not longer than 3 months after the 
merger is completed. BP and ARCO will provide the State with (1) a list of which of their North 
Slope seismic and well data can be made available on their own and which requires the consent 
of parties other than BP or ARCO, and (2) a list or lists showing all of BP and ARCO's North 
Slope seismic and well data from 1958 on indicating the acquisition area, the size of the 
acquisition area, the ownership status (sole, joint, group shoot, trade, purchase or license), when
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the data was acquired, the survey type, and the operator and the contffctor. For data acquired 
after 1984, these lists will be provided as soon as is reasonably practicable but In all events 
before December 31,1999. For data acquired before 1985, these lists will be provided as soon as 
Is reasonably practicable but in all events within 3 months after the merger is completed. This 
paragraph applies to data generated prior to and through the date this Charter is first signed by 
the parties.
F. Facilities Access,

1. In the State's view, the Commissioner of Natural Resources possesses the statutory, regulatory 
and contractual authority to require working interes twners to provide others access to 
production and other facilities, on terms that are non-discriminatory, just and reasonable. The 
Commissioner may require access whenever necessary to maximize the economic and physical 
recovery of the State's oil or gas resources, maximize competition among parties seeking to 
explore and develop the resources, minimize the adverse effects of exploration, development, 
production and transportation activity, or otherwise to protect the best Interests of the State. 
Binding arbitration between BP or ARCO and others under subparagraph 2 does not affect the 
Commirsioner's authority to resolve questions of facility access.
2. BP and ARCO currently take no position on the State's view. BP and ARCO nevertheless 
commit that, after the merger is completed, neither BP nor ARCO will unreasonably withhold their 
voting support as facilities owners for allowing nearby satellites to have access to existing unit 
facilities on reasonable commercial terms. BP and ARCO agree that if a nearby satellite owner 
reasonably and diligently negotiates to unsuccessful impasse with facilities owners that include 
BP or ARCO, and after 90 day advance notice to BP and ARCO, BP and ARCO agree to subject 
themselves to binding arbitration governed by the rules of the American Arbitration Association on 
the question of reasonable commercial terms for that access.

G. Purchases From Qualified Producers. After the merger is completed. BP and ARCO agree 
to offer to purchase any qualified producer's ANS leasehold production on the terms reflected in 
the form purchase contract which is Exhibit C to this Charter. BP and ARCO may limit the total 
purchased under all such contracts to 30,000 barrels per day. For purposes of this paragraph
I.G., "qualified producer" means a person or entity with assets of less than $1 bill n (all parents, 
subsidiaries, affiliates and controlling parties inclusive) which produces not more than 10,000 
barreis of gross working interest ANS liquid hydrocarbons per day at the time of proposed 
contract entry. In the event that any purchase contract under this paragraph I.G. is in effect and 
no RIK sales are made in a month, the State agrees to calculate the average value it received for 
RIV in that month for use as an alternative reference mar' v , and to update that average monthly 
to reflect retroactive revisions. The parties agree that the p ce at which the crude oil is 
purchased, and the pricing formula components of Exhibit C, will not be precedent in any royalty 
or severance tax proceeding or matter between them.

H. Divestiture of TAPS and Feeder Lines.
I. In order to satisfy the State's concern that the purchasers of the production interests sold under 
paragraph I.A. of this Charter (the Transferee(s)") be similarly situated to BP and ARCO by 
ownership in TAPS, within the time frame established for paragraph I.A. transfers, BP or ARCO 
will enter into a contract with each Transferee to sell a share cf BP or ARCO's interest in TAPS 
sufficient to carry the production sold to that Transferee. For "uiposes of this paragraph I.H., 
production quantity will be measured in the same manner as under paragraph I.A. and TAPS 
capacity will be measured in accordance with the Amended and Restated Capacity Settlement 
Agreement in the fixed amount of 1380 mbd.
2. After all contracts contemplated in subparagraph 1 have been entered, and during the 
remaining term of this Charter, BP or ARCO will offer to sell additional interests in TAPS to any 
person requesting to purchase a share in TAPS, up to a total aggregate amount under this 
paragranh I.H. of 22.295% of total TAPS ownership. The additional transfers contemplated by this

• subparagraph 2 will be in minimum increments of 2% of total TAPS ownership, valued at not
more than the ad valorem tax value as of the time of the offer, less 5%. The parties agree that the 
price at which the TAPS interest is sold will not be precedent in any property tax proceeding 
regarding the value of TAPS.
3. Within the time frame established for paragraph I.A. transfers, BP and ARCO will enter into a 
contract with each Transferee to sell to that Transferee a separate share of BP and ARCO's
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aggregate interest in the Oliktok pipeline and in each of the intermediate crude oil common carrier 
pipelines serving the specific units in which the production Interests to be transferred to that 
Transferee are located (the 'relevant intermediate pipelines'). The ownership Interest in each 
relevant intermediate pipeline to be sold to each Transferee will be equal to the percentage which 
the production sold under paragraph I.A. to that Transferee flowing through that pipeline bears to 
the overall throughput of that pipeline. The lelev'int production and throughput levels will be 
measured In the same manner as under paragraph I.A. The percentage of the Oliktok pipeline to 
be sold will be equal to the percentage share of the KRU sold pursuant to subparagraph I.A.2.
4. Ary transfer under this paragraph I.H. will be subject to all necessary state and federal 
regulatory approvals and any preference rights and required approvals of the other TAPS and 
relevant Intermediate pipeline owners. BP and ARCO will use their best efforts to secure such 
approvals. BP and ARCO will vote their entire interest in TAPS and the relevant intermediate 
pipelines in support of any such transfer. In the event any other TAPS or relevant intermediate 
pipeline owner exercises its preference rights with respect to the sale of a pipeline interest 
pursuant to subparagraphs 1, 2 or 3 hereof, the sale to that other owner will be considered a sale 
satisfying the obligations of that subparagraph. BP and ARCO agree that they will not reacquire 
interests transferred under this paragraph I.H. by any means without advance approval of the 
State.
I. Offer to Sell Excess Jones Act Ships. If BP's and ARCO's combined long-term ANS Jones 
Act fleet requirements are such that one or more ships becomes surplus of those requirements,
BP or ARCO (as the case may be), will offer to sell the surplus ship or ships to other ANS 
producers on reasonable commercial terms. If BP or ARCO does not own the ship or ships, it will 
not object to arrangements by another ANS producer to acquire the ship or ships from the owner.
Further, in the event that the purchaser of the ship or ships seeks ship operation services from 
the Alaska Tanker Company, Inc., BP will not object. Nothing in this paragraph requires BP or 
ARCO to assume any liability of another ANS producer concerning any of these transactions.

J. Natural Gas.

1. During the period after the merger is completed through December 31, 2003, BP and Arco 
shall negotiate in good faith to make available to third parties at a commercially reasonable fair 
market price or transportation charge that is mutually agreeable to BP and Arco, the third party 
and the State. Alaska North Slope natural gas in sufficient quantities to support a qualified 
treatment and transmission project to domestic and/or international markets. A qualified treatment 
and transmission pi eject must have the demonstrated ability to:

a. obtain project construction financing;
b. provide reasonable financial security with respect to a long term 100% take or 
pay arrangement if the project requires a long term gas sales commitment from the 
producer(s) (including, if commercially reasonable, an assignment or other back-to- 
back pass-through of the purchaser's take-or-pay commitment from a creditworthy 
ultimate purchaser); and
c. obtain necessary approvals from other field interest owners

2. BP and ARCO shall make reasonable efforts to assist in obtaining the approvals specified in 
subparagraph 1 .c.

3. The delivery point for gas committed to the project will be the residue gas discharge point of 
the Low Temperature Separators at the Prudhoe Bay Central Gas Facility, or such other point as 
agreed by the parties.

4. During this period, BP and ARCO will give fair consideration to all reasonable approaches, 
projects and plans proposed by the State, joint interest owners and others, including LNG projects 
developed or proposed by the newly established port authority, the gas sponsor group, Yukon 
Pacific Corporation and any others, pipelines to the lower 48 including those currently proposed, 
gas-to-liquids projects, and any other reasonable approach, project or plan for the 
commercialization of North Slope gas. In giving fair consideration to these various approaches, 
projects and plans, BP and ARCO will consider, among other things, (a) achieving the highest 
total project wellhead value for the State and for the sellers over the life of the project(s) and (b) 
other potential benefits to Alaska such as bringing gas infrastructure for the delivery of North 
Slope gas to communities in Alaska, BP and ARCO will meet and confer with project sponsors on

file://G:\SPAR\SPAJl-IPP\North Slope CharterVCharter DocumentsVFinal NS Charter\FinalCharterl202.ht... 8/11/2006

file://G:/SPAR/SPAJl-IPP/North


Untitled Document Page 5 o f l 1

reasonable request. Not less than every six months during this period, BP and ARCO wIN provide 
the Commissioner of Natural Resources with a report that Identifies the name of the contact 
person for each project sponsor which contacted BP and ARCO during the prior 6 month period 
and the general nature and current status of the sponsorV project, subject to confidentiality 
requirements of the sponsor.
5. The obligation to negotiate with third parties does not preclude BP and ARCO from proceeding 
with their own proji ! or projects to commercialize Alaska North Slope gas.

6. The obligations imposed by this section terminate before December 31, 2003 If BP and ARCO 
enter into a contract or contracts before that date committing Alaska North Slope gas to a 
qualified treatment and transmission project or projects for voiumes that In the aggregate would 
constitute BP and ARCO's share of a Major Gas Sale under Article 26, Section 26.002 of the 
Prudhoe Ba ; Unit Operating Agreement or if the Board of Directors of BP and ARCO sanction the 
construc ion of such a project or projects before that date.

7. The parties agree that the terms of paragraph I.J. of this Charter shall be enforceable 
exclusively by arbitration between the State and BP and ARCO under the rules of the American 
Arbitration Association.

II. BP and ARCO's Environmental and Community Commitments.

A. North Slops Environmental Commitments. After the merger is completed, BP and ARCO 
will take the following steps to improve and protect the environment on the North Slope.

1. Cleanup of Abandoned Sites. BP and ARCO will take a leadership role in the assessment 
and environmental clean up of the North Slope "orphan sites" identified in Exhibit D1 (as currently 
written and as modified in accordance with the terms of this paragraph II.A.1.). and will spend 
$10,000,000 (c  such greater amount as may be created by ADEC funding requests under 
paragraph II.' T ) in performance of this commitment In carrying out this role. BP and ARCO will 
consult with tho Alaska Department of Environmental Conservation (ADEC) concerning site 
goals, standards and methods and will substantially complete the assessment and cleanup to the 
standards approved by ADEC under applicable law within six years after the merger is completed 
In addition, BP and ARCO will work cooperatively with ADEC to develop a joint database of North 
Slope contaminated and solid waste "orphan sites" which includes the nature and location of the 
sites, the responsible parties and the relative priority for cleanup of each site based upon 
preliminary evaluation of the risk of harm to human health and the environment posed by the site. 
BP and ARCO will meet and confer with ADEC from time to time thereafter to arrange for priority 
re-ordering and substitutions and additions to Exhibit D1 as requested by ADEC, subject to the 
availability of funding in the spending amount identified above and to the further requirements that 
there is no known viable responsible party for any substitute or additional site and the site has 
been wholly vacated. The parties recognize that the available funding in the amount identified 
above may not be sufficient to assess and cleanup in full all sites identified in Exhibit D1 now or 
?s it may be amended, and nothing in this subparagraph II.A.1. shall preclude the State from 
pursuing other parties for reimbursement or from seeking other funding sources for additional 
assessment or cleanup on any orphan site.

2. Cleanup of Abandoned Empty Barrels. BP and ARCO will require contractors conducting 
seismic or exploration work for them to collect and deliver abandoned empty barrels to BP or 
ARCO operations for handling, to inventory and map locations of empty barrels and barrels 
containing product, and to report any visible signs of ground contamination associated with the 
barrels. BP and ARCO will periodically report to ADEC regarding this effort and provide ADEC 
with the inventory lists, maps and reports which are developed.

3. Cleanup of Existing BP and ARCO Sites. BP and ARCO will assess and clean to the 
standards approved by ADEC under applicable law the contaminated sites listed on Exhibit D2.
BP and ARCO will work cooperatively with ADEC and the land manager to develop cleanup plans 
and schedules to complete required assessment and cleanup activities at these sites.
Assessment and cleanup activities at sites which are currently accessible will be substantially 
completed by year-end 2005 for the sites listed as "high" priority sites in Exhibit D2 and by year-
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end 2007 for the remainder. Sites which due to operational restrictions cannot be fully cleaned 
until facility or equipment abandonment will be identified by BP, ARCO and ADEC for completion 
according to a mutually agreed schedule Nothing in this paragraph Is Intended to eliminate or 
supercede any other obligations BP or ARCO may have to assess, cleanup or restore these or 
any other sites.
4. Closure of Inactive Reserve Pits. BP and ARCO will comply with the requirements of 18 AAC 
60.440 with respect to their inactive reserve pit sites and will close the Inactive reserve pits 
subject to the Order dated May 3.1993 in Natural Resources Defense Council Inc. v. ARCO 
Alaska, Inc.. No. A88-287 CIV (D. Alaska) as amended within the designated time period 
established by the court In that matter, and will close other ARCO and BP Inactive reserve pits 
listed on Exhibit D3A by ti.. end of 2007 (except that in the event of currently unprojected 
operational delay affecting any BP site, that site may be completed on a separate mutually 
agreed schedule). BP and ARCO will close the ARCO and BP inactive reserve pits listed on 
Exhibit D3B according to a mutually agreed schedule that ends a reasonable period after work on 
the D3A sites has been completed.
5. Commitment to North Slope Spill Response. BP and ARCO will support, at their 
proportionate share, an independent professional North Slope spill response organization, such 
as Alaska Clean Seas or a substantially equivalent organization, and will encourage the fullest 
possible participation in this organization by all North Slope producers. BP and ARCO will support 
and vote in favor of funding to the North Slope oil spill response organization for an Arctic spill 
response research and development program (jointly agreed to by the spill response 
organization, BP, ARCO and ADEC) at an average annual level of not less than $200,000 during 
the 10 year period following completion of the merger.

6. Commitment to Corrosion Monitoring. BP and ARCO will, in consultation with ADEC, 
develop a performance management program for the regular review of BP’s and ARCO's 
corrosion monitoring and related practices for non-common carrier North Slope pipelines 
operated by BP or ARCO This program will include meet and confer working sessions between 
BP, ARCO and ADEC, scheduled on average twice per year, reports by BP and ARCO of their 
current and projected monitoring, maintenance and inspection practices to assess and to remedy 
poten'.ial or actual corrosion and other structural concerns related to these lines, and ongoing 
consultation with ADEC regarding environmental control technologies and management 
practices.

7. Additional Expenditure Commitment BP and ARCO will pay or spend up to an aggregate 
total of $500,000 each year during the 10 year period following completion of the merger for any 
combination of the following as requested annually in writing by the ADEC Commissioner: 
additional orphan site assessment or cieanup in excess of cap established in subparagraph 1; 
additional Arctic spill response researc* and development in excess of amount established in 
subparagraph 5; and/or an expert or experts chosen by ADEC to provide expert advice to ADEC 
regarding pipeline corrosion and/or other pipeline structural issues.

8. Payment of Unspent Funds. In the event that BP and ARCO fail to spend (or support and 
vote in favor of spending in the case of arctic spill response research and development) in the full 
amounts provided for under paragraphs II.A.1. ($10,000,000), II.A.5. ($2,000,000) or II.A.7. 
($5,000,000) when and as required in those paragraphs, then BP and ARCO will pay any unspent 
or unsupported balance as directed by the ADEC Commissioner.

B. Marine Environmental Commitments.

1. Renewed Commitment to OPA 90. BP and ARCO renew their commitment that neither of 
them will seek to be relieved of the vessel retirement or replacement requirements of the federal 
Oil Pollution Act of 1990 ("OPA 90"), nor will either of them lobby for a reduction in its current 
requirements, nor will they take any other action to extend the retirement dates of the non-double- 
hulled tankers in their combined fleet beyond the currently scheduled retirement dates. In the 
event that any trade association or other group of which BP or ARCO is a member takes a 
different or contrary position, BP and ARCO will, upon notification and request by ADEC, issue a 
statement clarifying that BP and ARCO do not join in that different or contrary position, and 
reaffirming the position stated in the first sentence of this paragraph.
2. Replacement Vessels. In furtherance of their continuing commitment to meet or exceed the
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OPA 90 standards and timetable. BP and ARCO will complete the purchase and delivery of the 
three ARCO Millennium class tankers on current order to replace singte hulled tankers now used 
in the combined ANS fleet, and will order and purchase additional tankers to meet their combined 
ANS fleet requirements on average one year earlier than required by OPA 90. with the expected 
result that the combined ANS fleet (including both owned and chartered vessels) will be entirely 
double-hulled by mid-year 2007. These additional purchased tankers will each have safety related 
attributes substantially equivalent to or better than Millennium or Cape class tankers, including 
new build double-hulls (wholly new construction), main power plant redundancy, twin propellers, 
twin rudders, twin Independent sets of steering gear, and proven electronics (Including navigation, 
course tracking, collision alarms, engine room monitoring, cargo and ballast monitoring, and fire 
and safety systems). In addition, BP and ARCO will continue to support a ship escort response 
vessel system for Prince William Sound at current or better levels of effectiveness,

3. Marine Operations. After the merger Is completed, BP and ARCO will continue to encourage 
and support the company operating ANS tankers for them in using a performance management 
program for the regular review of its practices related to its management and operations including 
a safe environment, training and qualifications, and vessel operation, maintenance and 
management procedures. The parties expect this program . 'I include meet and confer working 
sessions between the operating company and ADEC, scheduled on average once per year, 
reports at those working sessions by the operating company of their current and anticipated 
management and operations practices, ongoing consultation between the operating company and 
ADEC regarding ANS trade tan! er management and operations practices, and the involvement of 
BP and ARCO in those sessions and consultations on a monitoring basis. In addition, BP and 
ARCO will encourage the operating company to allow the opportunity for ADEC to observe, and 
to be provided a copy of the written results of, management and vessel audits performed as part 
of a certification or re-certification process for the International Maritime Organization's 
International Safety Management Code or for the International Standards Organization.
C. Continued Commitment to Alaska Hire.

1. Alaska Hire Program. BP and ARCO agree that, aft^ the merger is completed, they will 
continue with and extend their commitment to the people of Alaska to utilize a voluntary program 
to employ residents of Alaska and to use Alaska businesses It is expected by the parties that this 
program will include the attributes that.

a. BP and ARCO will comply with all valid federal, State and local hiring laws in 
hiring Alaska residents and contractors and will not discriminate against Alaska 
residents or contractors, and within the constraints of law will employ Alaska 
residents and contractors to the extent they are available and qualified;
b. When recruiting for new hires. BP and ARCO will advertise for available positions 
locally and use Alaska job service organizations to notify the Alaskan public,
c. BP and ARCO will use best efforts to contract with Alaska firms and fabricate 
modules in Alaska whenever feasible (in determining feasibility, BP and ARCO will 
consider commercial, health, safety, and environmental conditions and 
requirements to ensure maintenance of BP and ARCO's operational standards); 
and
d. BP and ARCO will, to the extent permitted by law, encourage its contractors to 
employ, and train when necessary, residents of Alaska.

2. Reporting. BP and ARCO agree to submit to the Director, Division of Oil and Gas, for 
transmission to the Department of Labor, an annual report that details the specific measures that 
they and their contractors and subcontractors have taken or are planning to take to recruit 
qualified Alaska residents for available jobs, d scribes on-the-job training opportunities, and 
describes their efforts to use Alaska businesses for work in connection with their leases and 
associated activities. BP and ARCO will also furnish the Department of Labor a quarterly report 
regarding their employment of Alaska residents. The report will include statistical data concerning 
the number of resident personnel hired within the previous year.
3. Construction. The program and reporting described in this paragraph are intended to be fully 
consistent with the 1996 amendments to paragraphs 41 (1980 leases) and 31 (1983 lease) of the 
Northstar Unit leases between the State and BP.
4. Alaska Native Recruitment, 1 raining and Hire. BF and ARCO further acknowledge their 
continuing support for the recruiting, training and hiring of Alaska Natives and the parties'
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D. Community Charitable Commitment. Within three months after the merger is completed, BP 
and ARCO will establish a charitable entity dedicated to funding organizations and causes within 
Alaska. The entity will provide 30% of its giving to the University of Alaska Foundation and the 
remainder to general community needs. Funding decisions by the entity will be made by BP and 
ARCO, with the advice of a board of community advises. BP and ARCO will provide ongoing 
funding to this entity in an amount that is equal to .2% of BP's and ARCO’s combined aggregate 
net Alaska liquids production after royalty times the price for WTI. Specific entity funding levels 
will be calculated annually, on the same date each year, referencing the liquids production and 
the average NYMEX WTI prompt month settlement price for the 12 months immediately 
preceding the calculation.

E. Annual Report. Once every year beginning in March 2001, and continuing thereafter for the 
term of this Charter, BP and ARCO will provide the State and the public with a written report 
describing BP and ARCO’s performance of the commitments in this Sectior, II during the prior 
calendar year. Public distribution will be accomplished by posting the report on a company 
internet site and such other reasonable means of public distribution as BP and ARCO may 
choose. The report provided for under subparagraph II.C.2. will satisfy this paragraph II.E. as well 
with respect to its subject matter so long as that report is also publicly distributed, and timing 
differences will be disregarded so long as the II.C.2 report is provided and distributed according to 
the schedule applying to subparagraph II.C.2.

common understanding of the desirability of providing Alaska's first citizens opportunities to
participate in the economic benefits of oil and gas development, most of which takes place In rural
Alaska. *

III. Alaska's Commitments.

The State of Alaska finds that this Charter adequately addresses the concerns raised by the State 
during its merger review, that this Charter will provide for greater competition, diversity, corporate 
responsibility, renewal and growth in the exploration, development and production of Alaskan 
North Slope oil and gas and is by virtue of these significant benefits in the best interest of Alaska 
and its people. The State accordingly agrees that, in exchange for BP's and ARCO’s fulfillment of 
their obligations under this Charter, it will not seek to enjoin the merger or seek additional orders 
or judgments under AS 45.50.580 related to a claim that the merger is unlawful under AS 
45.50.568.

IV. BP Amoco, p.I.c.'s Commitments.

BP Amoco, p.I.e. acknowledges that, after the merger is completed, it will be the ultimate parent 
company of the BP and ARCO corporate entities owning the Alaska assets which are the subject 
of this Charter and which accordingly are the primary parties with the State of Alaska herein. In 
order to provide further assurance to the State that the commitments made in this Charter by 
these primary parties are fulfilled in all respects, BP Amoco, p.I.e. guarantees that (1) these BP 
and ARCO corporate entities, or such other BP/ARCO Group companies to which the obligations 
under this Charter are assigned or otherwise transferred, will remain fully capable during the term 
of this Charter to fulfill all commitments made by them herein and (2) if for any reason a 
commitment made by them in this Charter goes unfulfilled past the time performance Is due, BP 
Amoco, p.I.e. will cause that performance to be otherwise fulfilled.

V. General Provisions.

A. Definitions. As used in this Charter: "State" and "State of Alaska" means the State of Alaska, 
through its Governor, Attorney General and Commissioners of Natural Resources and Revenue; 
"BP" means BP Exploration (Alaska) Inc.; "ARCO" means ARCO Alaska, Inc.; "merger" means 
the proposed merger between BP and ARCO’s parent companies; the merger is "completed" on 
the earliest of the .'ate of closing, the effective date of the merger, or the first day after ARCO 
parent stock is exchanged for BP parent stock; "sell" and "transfer" mean divest; "gross working 
interest production" means BP and ARCO's share of actual liquid hydrocarbon production, 
including any State royalty share; "well data" includes, in digital and analog format, any mud log, 
lithology log, wireline well logs, conventional core and sidewall core descriptions, repeat formation
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tester, log curve, directional survey, velocity survey, vertical seismic profile, geologic markers, test 
result, test summary, porosity and permeability data, biostratigraphic data, palynology and 
paleontology data, geochemical data, vitrlnite reflectance data, petrographic data, and completion 
reports, regarding onshore or offshore exploration acreage west of the Canning River onshore 
and west of and Including the Kuvlum prospect offshore; 'seismic data* includes all seismic and 
ancillary data required to interpret or reprocess a seismic survey Including digital files in standard 
excnange formats containing survey and location data, original field records, final stack and 
migrated processed data, final stacking and migration velocities, and a report describing the 
acquisition and processing of the data, regarding onshore or offshore acreage west of the 
Canning River onshore and west of and Including the Kuvlum prospect offshore; "fair market" as 
used in paragraph I.J.1. will be determined with reference to the well-head netbacks pertinent to 
the available market(s) reasonably accessed by North Slope gas.

B. Enforcement This Charter is governed by Alaska law. The parties agree that, except as 
provided in paragraphs I.J.7. and V.C.. it may be enforced as a contract by (a) the Attorney 
General (for Alaska) and (b) its authorized representatives (for BP and ARCO) in any state or 
federal court in Alaska, the commitments made in this Charter may be specifically enforced, a 
trustee may be appointed by the court In such an action to effectuate any property transfers not 
accomplished as committed, and the court may also order any other appropriate remedy 
consistent with law. If BP, ARCO and the Federal Trade Commission enter into a consent decree 
or other agreement related to the merger, the terms of that decree or agreement that relate 
directly to or affect Alaskan assets or activities within or touching Alaskan waters may be 
incorporated by the State into this Charter by reference, and are enforceable by the State as 
though fully set forth herein. BP und ARCO acknowledge that they are subject to the personal 
jurisdiction of any state or federal court within the State of Alaska for the purposes of enforcing 
the terms of this Charter. BP Amoco, p.I.c. consents to the jurisdiction of any state nr federal court 
within the State of Alaska for the purposes of enforcing its commitments under btsction IV of this 
Charter. No action alleging a failure of performance under this Charter may be commenced more 
than four years after the alleged failure, and no action alleging a failure of performance under mis 
Charter may be commenced in any event after January 15, 2009, except that an action as 
provided in the final sentence of paragraph V.C. may be commenced through January 15, 2011.

C. Enforcement o f Section II. Commitments. In the event that BP and ARCO fail to perform 
their commitments under subparagraph II.A.B. or paragraph II.E., the State may bring an action to 
enforce those provisions. The other provisions of Section II of this Charter are corporate 
citizenship commitments to the Alaskan community at large. The parties do not intend for these 
other commitments of Section II to be enforced by lawsuits, and no right of action is created with 
respect to them.

D. Construction. This Charter may be amended only in writing by the principals to this 
agreement or their successors. This Charter will be binding on the parties and their respective 
successors and assigns, and is not intended to confer any rights or remedies upon any other 
persons (as used herein, "assigns" includes a transferee of substantially all of the assets of BP or 
ARCO but does not otherwise include a transferee of property, under this Charter or otherwise). 
Except as otherwise provided in this Cha, ter, nothing herein shall be construed to impose a duty 
or obligation on BP or ARCO to make any additional agreements with or concessions to any other 
governmental or regulatory body. Where an act required of BP or ARCO under this Charter is 
subject to regulatory approval or action, the time limits stated in this Charter will be deemed 
extended ar may be necessary to accommodate the time involved in securing those regulatory 
approvals if BP and ARCO have acted with reasonable diligence in obtaining those approvals

E. Reporting, Notice and Access to Records.

1. BP and ARCO will submit an initial compliance report at the time they execute this Charter and 
will submit additional compliance reports beginning thirty (30) days from the date when this 
Charter is entered, and every thirty (30) days thereafter until the divestitures required under 
Section I have been completed or a trustee is appointed. Such reports will be in writing and each 
such report shall include, for each person who during the preceding thirty (30) days made an 
offer, expressed an interest or desire to acquire, entered into negotiations to acquire, or made an 
inquiry about acquiring any ownership interest in all or any portion of the divestiture assets, the 
name, address, and telephone number of that person and a detailed description of each contact 
with that person during that period. BP and ARCO will maintain full records of all efforts made to 
divest the assets under Section I.
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2. BP and ARCO will notify the State of any proposed divestiture within two (2) business days 
following execution of a letter of intent or agreement for sale of the assets under Section I. The 
notice shall set forth the details of the proposed transaction and list the name, address, and 
telephone number of each person not previously Identified who offered or expressed an interest in 
or desire to acquire any ownership Interest In the divestiture assets. Within ten (10) days after 
receipt of the notice, the State may request additional Information concerning the proposed 
divestiture, the proposed Purchaser, and any other potential Purchaser. BP Amoco and ARCO 
will furnish the additional information within ten (10) days of the receipt of the request. Within 
twenty (20) days after receipt of the notice or within ten (10) days after receipt of the additional 
information, whichever is later, the State will notify BP and ARCO In writing if it objects to the 
proposed divestiture. If the State fails to object within the period specified, or if the State provides 
notice that it does not object, then the divestiture may be consummated. If the State objects, the 
proposed divestiture may not be accomplished unless ordered by a court of competent 
jurisdiction.

3. For the purpose of determining or securing compliance with this Charter, and subject to any 
legally recognized privilege and reasonable notice, the State will be permitted access during 
office hours to inspect and copy all books, ledgers, accounts, correspondence, memoranda, and 
other records and documents in the possession or under the control of BP or ARCO relevant to 
BP or ARCO's compliance with this Charter. Subject to the reasonable convenience of BP and 
ARCO, and without restraint or interference from them, the State may interview their directors, 
officers, employees, and agents regarding any such matters. No information or documents 
obtained by the State under this paragraph shall be divulged by any representative of the Ctate to 
any person other than a duly authorized representative of the Attorney General, except in the 
course of legal proceedings to which the State is a party, or for the purpose of securing 
compliance with this Charter, or as otherwise required by law.

F. Effectiveness. This Charter shall be effective as of the date it is entered as written above. This 
Charter shall remain fully effective thereafter, except in the event that the merger agreement 
between BP and ARCO's parent companies is terminated, then any party may terminate this 
Charter by written notice to all other parties, In which event this Charter shall become null and 
void and of no effect, as if it were never entered.

G. Attorneys Foes. Within 30 days of the effective date of this Charter, BP and ARCO will pay 
the State $1,512,198 as reimbursement for its attorney's fees and costs resoonably incurred in 
connection with the merger through the date of this Charter. In addition, UP and ARCO will make 
supplemental payments to reimburse the State for reasonable attorney's faes and costs incurred 
by the State related to Charter implementation and compliance between the date of this Charter 
and 12 months after the merger is completed. These supplemental payments will be made within 
30 days after the State submits a reasonably supported written reqi est to BP and ARCO for 
reimbursement.

H. Warranty of Authority. Each of the persons signing below on behalf of a corporate party 
represents and warrants that he has the authority to execute this Charter on behalf of the party for 
which he signs. Each of the persons signing below on behalf of the State represents and warrants 
that he holds the office shown and is authorized to exercise the powers of that office on behalf of 
the party for which he signs. !n addition. BP and ARCO specifically warrant and represent that 
they are fully authorized and able to make, and to ensure the performance of. the commitments 
made herein and that, with respect to any Alaska assets currently owned by affiliates, they have 
taken or will take such steps as are necessary to ensure that the commitments they make herein 
are accomplished.
I. Other Obligations Not Reduced. Nothing in this Charter is intended to reduce, eliminate or 
supersede any other obligations BP or ARCO may have under any State or federal law or 
regulation.
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Signatures:

STATE OF ALASKA

by______________Tony Knowles, Governor
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by_

by___________________________John Shively, Commissioner of Natural Resources

Bruce Botelho, Attorney General

by.Wilson Condon, Commissioner of Revenue

BP EXPLORATION (ALASKA) INC.

by________________________Richard Campbell, President

ARCO ALASKA, INC.

by.
Kevin Meyers, President

BP AMOCO, p.I.e.

by______________
John Browne, CEO

by.
Rodney Chase, Deputy CEO

Exhibits click here Charter A d d e n d u m  (03/15/00) click here
Back to BP-ARCO
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SECTION FIVE 
SCOPE  OF W O R K  

5.01
S c o p e  of W ork

The Department ot Environmental Conservation. Division of Spill Prevention and Response is soliciting proposals
for technical consultation services to provide ADEC with expert corrosion advise in regards to pipeline corrosion
and/or other pipeline structural issues as part of the Charter for Devr lopment of the Alaskan North Slope, item
II.A.6. “Commitment to Corrosion Monitoring." The professional consultant would perform the following tasks:
a) Complete a review of BP’s and Phillip’s, annually submitted, corrosion monitoring performance management 

reports, which aro to be submitted to ADEC on or before March 31 of each year. Determine if the reports 
satisfy the requirements of item II.A.6, “Commitmen' to Corrosion Monitoring." of the Charter for Development 
of the Alaskan North Slope and its associated work plan deliverables (see Attachment).

b) Provide recommendations regarding the content and extent of topics covered within the annual reports. 
Determine if the topics included provide a complete and adequate view of the corrosion monitoring and 
corrective action activities necessary for maintaining pipeline integrity. Provide recommendations on the report 
format/content as required. This effort is intended as a continuous improvement process of ADEC’s oversight 
ol corrosion monitoring and performance management activities conducted by BP and Phillips for their North 
Slope, non-common carrier pipelines.

• c) Perform a comprehensive technical analysis of the specific information presented in the reports and determine 
if there are any specific corrosion or pipeline structural issues, which warrant further review or corrective 
action. Highlight any specific areas of concern and conduct further research as required to determine if 
corrosion monitoring, repair or corrosion management related issues meet acceptable industry practices, code 
and regulatory requirements. Also determine if corrosion performance trends are at expected levels. If any 
parameters significantly exceed expected levels (excessive corrosion rates or frequent corrosion or structural 
related failures/spills), provide any findings and/or recommendations for corrective actions in this area. Rank 
any issues of concern as: 1) a significant pipeline integrity or environmental issue requiring immediate 
corrective action; 2) a pipeline integrity or environmental issue warranting corrective action within a longer time 
period (six months): and 3) a pipeline integrity or environmental issue warranting further study to determine if 
any problem exists.

d) Analyze corrosion technologies and techniques being utilized for corrosion surveys and performance 
assessments of the North Slope, non-common carrier pipelines. Determine if the methods and equipment 
employed provide for an adequate corrosion monitoring program. If not. list specific areas that should be 
considered for improvement.

e) Participate in the semi-annual “meet and confer” sessions with BP and Phillips as ADEC’s technical consultant. 
Provide feedback regarding review findings from the previously submitted annual reports as well as any new 
information presented at these meetings.

f) Recommend an "annual bullet item(s)" that can be used as an indicator of the overall corrosion performance 
from the data provided. It should be a simply understood criteria which will allow for effective communication to 
the public of the yearly status of the "Commitment to Corrosion Monitoring” Charter item.

5.02
D eliverables

The contractor will be required to provide the following deliverables:
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•
1. Prepare a detailed proposed schedule of project milestones for completing all tasks (a-f) described within the 

Scope of Work within the first week of the contract period.
2. By the tenth day after the close of the first full month and each succeeding month thereafter, the contractor 

shall submit a progress report to the contract manager. This report will discuss the status of each task, 
problems encountered, any delays, and any other items that could affect the successful completion of the 
contract. The contractor will maintain a project timeline throughout the course of the contract and will supply an 
updated version to the contract manager prior to biweekly meetings. Depending on the location of the 
contractor, biweekly meetings will be held in person or by teleconference.

3. Following the comprehensive technical review of BP’s and Phillips' annual reports, the contractor will present 
lo the Contract Manager a separate draft report for each owner’s report (BP and Phillips) documenting his/her 
complete analysis and recommendations of all elements described in tasks (a-d). The Department will review 
the contractor's reports and will present written comments to the contractor. The contractor will incorporate the 
comments into the reports by either making changes where appropriate or defending his/her course of action. 
The contractor will finalize the reports, including the comments and response as an appendix, and will submit 
them to the Contract Manager in typed and electronic versions.

4. The contractor will participate, help coordinate and provide feedback as appropriate during each of the semi­
annual “meet and conter" sessions with BP and Phillips per scope task "e". A written report of the meeting 
minutes, including a technical review and comments on the information presented, as well as any follow-up 
action items or recommended actions will be provided by the contractor to the Contract Manager. The 
contractor will also be responsible for additional correspondence with the individual owners (as per direction 
from the Contract Manager) on any issues warranting further follow-up action.

5. The contractor will provide a recommendation to the Contract Manager, following review of the data available 
described in the owner's reports, of an “annual bullet item(s)" as described under task (f) in the scope .

5.03
W ork S c h e d u le

The contract term and work schedule set out herein represent the State's best estimate of the schedule that will be 
followed. If a component of this schedule, such as the opening date, is delayed, the rest of the schedule will likely 
be shifted by the same number of days.
The length of the contract will bo from the date of award, approximately July 23, 2001, for approximately 342 
calendar days until completion, approximately June 30,2002.
The approximate contract schedule is as follows:

• Issue RFP June 11, 2001.
• Pre-Proposal Conference June 25, 2001.
• Closing date July 2, 2001 COB.
• Open RFP July 3, 2001.
• Proposal Evaluation Committee complete evaluation by July 10, 2001.
• State issues Notice of Intent to Award Contract July 11,2001.
• Protest period begins July 12, 2001• State awards contract July 23, 2001.• Contract begins July 26, 2001.
• Contractor provides detailed schedule of project milestones (Deliverable 1) to Contract manager by August 2, 2001.
• Contractor submits first draft report (Deliverable 3) to Contract Manager by September 11, 2001.• State reviews first draft (Deliverable 3) from September 11, 2001 to September 18, 2001.• Contractor revises first draft (Deliverable 3) by September 25, 2001.

• • Contractor coordinates and participates in October 2001 “meet and confer" session with BP and Phillips.• Contractor provides a written report on meeting minutes and follow-up recommendations to ADEC byNovember 15, 2001
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• Any follow-up activity required from reports, meetings and outstanding deliverables are completed and 
submitted by the contractor to the Contract Manager by June 30,2002
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M E T H O D O L O G Y  A N D  M A N A G E M E N T  P L A N

M e th o d o lo g y

T h e  scope o f  the p ro p o sed  w ork  is to  rev iew  and  rep o rt on  the co rro s io n  m on ito ring  an d  co n tro l 
tech n o lo g ies , and on the p rac tices  re la ted  to  these tech n o lo g ies , that are b e in g  u sed  at N o rth  
S lo p e  facilities. T h e  m ain  so u rce  o f  in fo rm atio n  w ill be  rep o rts  p rep ared  by B PX A  an d  PA I.

O u r p ro p o sed  sco p e  a lso  is to  re search  and  rep o rt on th o se  tech n o lo g ies  av a ilab le  o r in  u se  
g lo b ally , to d e te rm in e  th o se  tech n o lo g ie s  ap p licab le  in A laskan  c lim ates, reco g n iz in g  the ran g e  
o f  o p e ra tin g  and  clim atic  co n d itio n s  th ro u g h o u t the state.

T o  ac co m p lish  this scope o f  w o rk , w e p ro p o se  the fo llow ing  fou r tasks:

T ask  1 -  2001 A n n u a l R ep o rt R ev iew

T ask  2  -  M ee t &  C o n fe r S essio n s

T ask  3 -  B est A v a ilab le  T ech n o lo g y  R ep o rt

T ask  4  -  F Y 2 0 0 2  S u m m ary  & P lan  F o rw ard

Task 1 -  2001 Annual Report Review

A  co m p re h en s iv e  techn ica l an a ly sis  o f  the  M arch  2001 reports  p ro v id ed  by PAI and B P X A  will 
be m ade. T h e  p rim ary  so u rce  o f  data fo r th ese  ana lyses w ill be the reports  p ro v id ed  by B P X A  
and PA I. C o ffm an  realizes that these rep o rts  are the  d istilla tion  o f  th o u san d s o f  m easu rem en ts  
and  o b serv a tio n s . C o ffm an  reco g n izes  the lim ited  tim efram e ou tlin ed  in  the p ro jec t sco p e  w ill 
not a llo w  a r ig o iu u s  rev iew  o f  all the d e ta ils  inheren t in each  aspect o f  the v a rio u s  co rro s io n  
p rog ram s.

T h e  ab ility  to  perfo rm  th is  an a ly sis  to  id en tify  issues, co m p are  m eth o d o lo g ies to  industry  
p rac tice , and  reco m m en d  ch a n g es  ( if  any ) is not feasib le  g iv en  the sh o rt d u ra tio n  d e f in e d  by 
R FP. For ex am p le , so m e in fo rm atio n  p resen ted  in the su m m ary  reports  w ill likely  n eed  
c la rifica tio n  an d /o r am p lifica tio n  by B PX A  an d  P A I befo re  any rem ed ia l ac tion  can be  d efin ed . 
T h is w ill likely  requ ire  in te rface  w ith the re sp ec tiv e  co rro sio n  g ro u p , w hich can be a tim e 
co n su m in g  p ro cess  d ep en d in g  on  perso n n el ava ilab ility .

T h ere fo re  th e  focus o f  the  in itial an a ly sis  sh o u ld  be to  d e te rm in e  i f  there a re  sp ec ific  co rro s io n  o r 
stru c tu ra l issu es  tha t p resen t im m ed ia te  risk s  w h ich  need to b e  add ressed  n ea r term . T h e  
in fo rm atio n  d isco v ered  in T ask  3 will be u sed  to  co n tin u e  d ev e lo p m en t o f  a risk  w e ig h ted  
ap p ro ach  to co rro sio n  m an ag em en t and to  id en tify  issues that w arran t fu rth e r s tudy .

Task 2 -  Meet & Confer Sessions

T h e  O c to b e r 2001 an d  A p ril 2 0 0 2  sessions w ill b ring  all o f  the p artic ip an ts  to g e th e r fo r  u p d a te  
an d  rev iew  o f  the cu rren t p ro g ram . C o ffm an  w ill he lp  with m eeting  co o rd in a tio n , d issem in a tio n  
j l j ju tfo rm a tio n  g athered  fro m  o th e r ta sk s , p a rtic ip a tio n  du rin g  the m ee tin g .an d p o .s tjm ee tin g . and  
rm a lly _ ^ ^n ttea j£ E O ]T jjscu T sjn g ^ th e  in fo rm a tio n  p resen ted  w ith jecQ m m en d ed  ac tio n s. It is a lso
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an tic ip a ted  th ere  w ill be som e in te rac tio n  w ith  B P X A  and  PA I fo llo w in g  these m eetings to  
a d d re ss  any ac tio n  item s.

Task 3 -  Best Available Technology Report

T h e  N o rth  S lo p e  en v iro n m e n t h as  n ecess ita ted  in n o v atio n s  in a n u m b er o f  co rro sio n  con tro l 
a reas . H ow ever, th e re  h av e  been  rap id  im p ro v em en ts  in rem o te  m on ito rin g , o n lin e /rem o te  
m o n ito rin g , d e tec tio n , and  in h ib ition  tech n o lo g ies . B road ly , T ask  3 w ill com p are  new  o r  
d iffe re n t tech n o lo g y  and  p rac tices  that a re  b e in g  used by  industry  peers. A ny  new  techno logy  o r 
p rac tice  and i t 's  ap p licab ility  to N o rth  S lope o p e ra tio n s  w ill be ev a lu a ted . T h e  co m p ariso n s 
b e tw een  tech n o lo g ies  and p rac tices  will b e  critica lly  ev a lu a ted  and co n c lu sio n s d raw n  reg ard in g  
th e  p resen t s ta te -o f-th e -a rt in A lask a  v e rsu s  th a t p racticed  by  o th er o rg an iza tio n s  a round  the  
w orld . W h ere  in fo rm atio n  is ap p a ren tly  lack ing , re co m m en d a tio n s  will be p rov ided  that m ay 
a llo w  m ore co m p le te  ev a lu a tio n s  to  b e  m ade in th e  fu ture . T h is  task  w ould  be  co m pleted  
b e tw een  the O c to b e r 2001 and  A pril 2002  M eet &  C o n fe r S essions.

L ite ra tu re  S earch

T h e  techn ical lite ra tu re  w ill be sea rch ed  u sin g  re levan t co m p u te r-b ased  databa .es anu  o th er 
re so u rces . T h e  p rim ary  d a tab ases  lo be queried  an d  the tim e period  to  be co v e red  are the 
fo llo w in g :

C o r-A b  (1 9 8 0 -p resen t, N A C E  In te rn a tio n a l)

E n g in eerin g  Index  (1 9 7 0 -p resen t)

C o rro sio n  A b strac ts  (1 9 6 7 -p resen t, C hem ical A b strac ts  )

N ational T echn ica l In fo rm atio n  S erv ice  (1 9 6 4 -p resen t)

S cience  A b strac ts  (1 9 6 9 -p resen t).

W h ile  som e o v e rla p  is to b e  ex p ected , these  d a tab ases  will p ro v id e  the w o rld w id e  coverage o f  
th e  co rrosion  lite ra tu re  desired . T h e  sea rch  will use k ey  w o rd s re levan t to  co rro sio n  m on ito ring  
an d  con tro l. R elev an t artic les w ill be o b ta in ed  and rev iew ed . A s a s tandard  o f  com parison , 
re co m m en d ed  p rac tices  on co rro s io n  co n tro l w ill be o b ta in ed  from  N A C E  In ternational and  A PI, 
as  w ell as G erm an  (D IN ), D et N o rsk e  V eritas  (D N V ), and B ritish  (B ritish  S tandards In stitu te  
C o d e  o f  P rac tice) stan d ard s.

In d u stry  Survey

T o  p ro v id e  a b ro ad e r perspective , se lec ted  in d u stry  m em bers in o th e r co u n trie s, as w ell as the 
U S , will be p o lled  w ith  reg ard  to  th e  sea rch  top ics. W hile  no t all o f  the co n d itio n s and p ractices 
u n d e r w hich  th ese  co m p an ie s  opera te  a re  s im ila r to th e  N orth  S lope, they  m ay p ro v id e  som e 
im p o rtan t co n tra s ts  in p ractices, p ro ced u re s  and tech n o lo g ies  th a t tran scen d  the physical location . 
A  list o f  the co m p an ie s  to be con tac ted  w ill be p ro v id ed  w ith the  deta iled  schedule .

P rio r  to the s ta rt o f  in te rv iew s, a line o f  q u estio n in g  w ill be d rafted . S pecific  in fo rm atio n  and 
ex a m p le s  w ill b e  sough t. T h e  in terv iew s w ill be  co n d u c ted  o v e r  the pho n e , o r fa ce-to -face  if  the 
o p p o rtu n ity  p resen ts  itself. T he in fo rm atio n  g a th ered  w ill b e  su m m arized  afte r each  in terv iew  
a n d  com pared  to  the cu rren t ex p e rien ce  an d  co n d itio n s  in A laska.
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T h e  final task  repo rt w ill fo llow  a fo rm at in co rpora ting  in fo rm atio n  from  th e  lite ra tu re  rev iew , 
and  in dustry  su rvey . T he re lev an t lite ra tu re  w. be p resen ted , d iscussed , an d  re feren ced . T he 
resu lts  o f  the industria l in te rv iew s w ill be p resen ted  in su m m ary  tab u la r form , w ith  co m p ariso n s 
m ade, w ith  ex ten d ed  in fo rm atio n  and  d a ta  p laced  in append ices. U n less requested  b y  the  
in terv iew ee, the co m p an y  w ill be iden tified .

Task 4 -  FY2002 Summary & Plan Forward

A -o m p le le  rev iew  o f  reco m m en d a tio n s  and  co n c lu sio n s as w ell as  their p resen t s tatus from  
p rev io u s rep o rts /m eetin g s  w ill be p rep ared . A d d itio n a lly , w e w ill w ork  w ith  D E C  to d ev e lo p  a 
p lan  for areas req u irin g  add itional s tu d y /rev iew  and co rro sio n  m on ito ring  m ilestones fo r the 
co m in g  fiscal year.

M a n a g e m e n t  Plan

Reporting  ---  ----

T h ree  types o f  repo rts  are p lanned : b iw eek ly  status reports, Written  m o n th ly p ro g ress  rep o rts , and 
d ra ft and final task  reports. In aa ttitio n -w e-h av er-th trab llity  tcTshow  p ro g ress  v ia  the in terne t 
u sing  M icroso ft P ro jec t C en tra l S erver, w h ich  co u ld  allow  D E C  the ability  to  track  the p ro g ress  
and  costs as they  are updated .

T h e  b iw eek ly  sta tu s repo rts  w ill consist o f  a short update  o f  p rog ress v ia  te lephone o r  em ail. For 
the m on th ly  p ro g ress  repo rts , the in fo rm atio n  from  all o f  the active tasks w ill be  p ro v id ed  in 
m ore deta il and  co m m u n ica ted  to the  P ro jec t M anager. C ost s ta tu s, p ro jec t p ro b lem s and  their 
re so lu tio n  will be included  in the m onth ly  p ro g ress  reports.

T h e  d ra ft and  final rep o rts  w ill be w ritten  u n d er each  task based  upon  th e  T ask  d escrip tion  
p rev io u sly  describ ed . W e also  w ill p ro v id e  three (3) b ound  co p ies o f  the final task  rep o rts , one 
e lec tro n ic  copy  in  M icro so ft W ord  2000  (o r p rev ious vers io n ) and  A d o b e  A cro b at P o rtab le  
D o cu m en t F o rm at (P D F ).

Project Schedule

A ten ta tiv e  p ro jec t schedu le  is p ro v id ed  as A p p en d ix  A. T he sco p e  o f  w ork  can  be  acco m p lish ed  
d u rin g  the rem a in d e r o f  the fiscal year. It is im p o rtan t to  no te  the S ta rt/F in ish  d a tes  rep resen t 
ca len d ar tim e v ersu s  ac tua l effo rt A d d itio n ally , the d a tes  fo r the M eet & C o n fe r  sess io n s w ere 
se lec ted  to b e  m id -m o n th  and i f  they  slip, th e  repo rt subm itta l fo r each  session  w ill slip  an equal 
am ount. A  re fin ed  sch ed u le  w d l be p ro v id ed  p e r the R F P  if  w e are the  selec ted  co n trac to r. An 
additional co m p o n en t o f  sch ed u lin g , w e h av e  the ab ility  to  post the sch ed u le  on  the  in te rn e t for 
c lien t access and  updates.

Pr >ject Team Organization

C offm an  has assem b led  an ou ts tan d in g  team  o f  co rro sio n  en g in eers  w ith  th e  necessary  
ex p erien ce  to  su ccessfu lly  ca rry  out the p ro p o sed  scope o f  w ork . T hey  co llec tively  h av e  o v e r  50 
yea rs  o f  ex p e rien ce  in in te rna l/ex te rna l co rro s io n  con tro l. M o reo v er, th ey  have a w ork ing

RFP 2002-1800-2634 PAGE 6



Work Plan 

Commitment to Corrosion Monitoring

Phillips Alaska, Inc.
BP Exploration (Alaska) Inc.

"BP and Phillips will, in consultation with ADEC, develop a performance 
management program for the regular review of BP's and Phillips' corrosion 
monitoring and related practices for non-common carrier North Slope pipelines 
operated by BP or Phillips. This program will include meet and confer working 
sessions between BP, Phillips and ADEC, scheduled on average twice per year, 
reports by BP and Phillips of their current and projected monitoring, maintenance 
and inspection practices to assess and to remedy potential or actual corrosion 
and other structural concerns related to these lines, and ongoing consultation 
with ADEC regarding environmental control technologies and management, 
practices."

Work Plan Purpose:
The purpose of this work plan is to clearly define the purpose, 
scope, content, reporting requirements, roles and responsibilities, 
and milestones/timing for the development and implementation of 
the Corrosion Monitoring Performance Management Program 
required by Paragraph II.A.6 of the North Slope Charter 
Agreement.

Corrosion Monitoring Performance Management Program

Purpose: To provide for ’the regular review of BP and PAI's corrosion
monit '.ng and related practices for non-common carrier North 
Slope pipelines' operated by BP or PAI.

'Corrosion Monitoring' specifically refers to the activity of 
monitoring pipeline corrosion rates via corrosion probes, corrosion 
coupons, internal pipeline inspections, and external pipeline 
inspections.

'Related practices' refers to the assessment of corrosion monitoring 
data and the associated response to the assessment, specifically 
chemicals, inspection, and repairs.



Scope: Non-common carrier North Slope pipelines operated by BP or
Phillips Alaska, Inc.

"Non-common carrier pipelines" refer to Non-DOT-regulated 
pipelines. Included in this designation are cross-country and on-pad 
pipelines in crude, gas, and other hydrocarbon services, as well as, 
produced water and seawater service pipelines. In module and 
inter-module on pad piping are not considered part of the scope of 
this review program.

Content: This Corrosion Monitoring Performance Management Program
consists of the following:

1. BP and PAI will "meet and confer" with ADEC twice per year, on average. 
These sessions will be "working sessions" where BP and PAI will inform 
ADEC of the following:

A. Summary description of the inspection and maintenance practices used 
to assess and to remedy potential or actual corrosion, or other 
significant structural concerns relating to these lines, which have 
arisen Com actual operating experience. This description will address 
overall areas of focus, the rationale for this focus, and the nature of 
r onitoring and related practices used during the time since the last 
meeting. This description may be brief if strategies/focus areas have 
not changed since the last nrr Ting.

B. Summary overview of ongoing coupon and probe monitoring results.
C. Summary overview of chemical optimization activities.
D. Summary overview of ongoing internal inspection activities.
E. Summary overview of ongoing external inspection activities.
F. Summary overview of ongoing structural concerns
G. Summary of conclusions drawn and responses taken to remedy 

potential or actual corrosion concerns relating to these lines.
H. Review/discussion of corrosion or structural related spills and incidents
I. Review the actions developed by the operator to address any corrosion 

performance trends that significantly exceed expected parameters.
J. Summary of program improvements and enhancements, if applicable.
K. Review of annual monitoring report (see below) at the next scheduled 

semi-annual meeting.

The agenda for these meetings will also include an opportunity for open
discussion and an opportunity for ADEC to ask questions, provide
feedback, etc.



These meetings will be targeted for April and October of each year, 
although this timing can be adjusted upon the mutual agreement of BP, 
PAI, and ADEC. The location of the meetings will alternate between the 
parties.

BP and PAI will submit annual reports to ADEC, which will provide the
status of current and projected mortoring activities. These reports will
be issued on or before March 315 of each year, and reflect the prior
calendar year. The following inforn ation will be provided:

A. Annual bullet item reporting the progress of the Charter Agreement 
corrosion related commitment.

B. A general overview of the previous year's monitoring activities.
C. Metrics that depict coupon and probe corrosion rates.
D. Metrics that characterize chemical optimization activities.
E. Metrics that depict the number and type of internal/external 

inspections done, and, as applicable, the corrosion increases/rates and 
corresponding inspection intervals.

F. Metrics that characterize the quantity and type of repairs made in 
response to the internal/external inspections done per the above 
paragraph.

G. Metrics that depict the numbers and types of corrosion and structural 
related spills and incidents.

H. A forecast of the next year's monitoring activities in terms of focus 
areas and inspection goals. These forecasts cannot be viewed as 
binding, as corrosion strategies are dynamic and priorities will change 
over the course of the year. However, changes in focus will be 
communicated to ADEC during the semi-annual meetings described 
above.

Note: These reports will be presented in, and be part of, a comprehensive 
North Slope Charter Agreement status report.

In addition to the semi-annual "meet and confer" working sessions 
referenced above, BP and PAI will remain accessible to provide "ongoing 
consultation" to ADEC regarding environmental control technologies and 
management practices



'Environmental Control Technologies' refer to those technologies 
specifically related to corrosion monitoring and mitigation of the subject 
pipelines.

'Management practices' refer to corrosion monitoring and related practices 
as defined above.

4. During the semi-annual 'Meet and Confer' working meetings with BP 
and/or PAI, ADEC may use the services of a corrosion expert(s) 
(contracted from funds under Charter Commitment paragraph II.A.7) to 
assist in the review of performance trends and corrosion program 
features.

5. BP has assigned CIC Manager, R. Woollam/564-4437, and Phillips has 
assigned Kuparuk Engineering and Corrosion Supervisor M. Cherry and J.
Huber/659-7384, to be the contacts responsible for ensuring these
commitments are met, including ADEC notification of scheduled times for 
the semiannual presentations. The ADEC contact for this effort is 
(Pipeline Integrity Section Manager/S. Colberg/269-3078) who will notify 
interested personnel of the presentation times, maintain the reports for 
distribution to the public when requested and coordinate other issues 
relating to this commitment.

Annual Timetable

March 31st Annual Report

April 30th 1H Semi-Annual Review (Meet and Confer)

October 31st 2H Semi-Annual Review (Meet and Confer)
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Guide for Performance Metric Reporting

General
• Different metrics show and reveal different aspects of the business and as 

a consequence there are rarely any 'right' or 'wrong' measures only 'right' 
or 'wrong' application and usage

• Summary statistics described below may be provided as a data appendix 
to the annual repels with the more pertinent tab.es and graphics being 
contained in the text as appropriate. The intent is not to clutter and 
interrupt the flow of the text with extraneous data

• Format of data, the order in which it is presented, etc. of each company's 
annual report may differ from the order presented below, depending on 
key messages and data context. For example, one company may choose 
to imbed Leak/Save data into an inspection graph as opposed to 
presenting the Leak/Save data in standalone tabular format.

• This is an initial document for implementation in the 2001 annual report to 
ADEC, it should be noted, that the guidelines provided below can and will 
be adjusted to improve the efficacy of the annual report and reporting 
mechanism

Timescale
• Data to be presented on an aggregate annualized basis
• Base year 1995 providing 5 year history before the start of the Charter 

Agreement and each year's annual report will add to time series starting in 
1995

Equipment Classification
• Well Line Pipe work from the well head to the Well Pad Manifold 

Building, generally, the flow from a single well prior to commingling before 
transportation to the separation plant

• Flow Line Pipe work from the Well Pad Manifold Building to the 
Separation plant, generally, cross country and off pad pipe work which 
carries commingled flow to/from a well pad. Also, straight run flow from 
the wellhead to separation plant, without commingling, is classified at 
Flow Line pipe work

• Exceptions Pipe work not conforming to these basic definitions will be 
reported by exception

Service Definitions
• Three Phase Production(30 or OWGJasic reservoir fluids (O/W/G -  

oil, water and gas) produced from down hole through to the main 
separation plants that typically see only see changes in temperature and 
pressure from reservoir conditions and are therefore essentially un­
separated



• Seawater (SW)Water sourced typically from the Beaufort Sea that has 
undergone primary treatment at the Seawater Treatment Plant. Note, that 
the seawater treatment plants differ across the slope in the primary 
treatment methods, most importantly oxygen removal, with both 
production gas and varuum stripping being employed

• Produced Water (PVVFhe water produced with the primary reservoir 3 
phase production after passing through the separation and treatment

• Commingled Water (CW) or Mixed Water (MW^ater which has 
been commingled and is therefore multi-sourced, this is typically a mix of 
SW and PW although other combinations exist in the operations on the 
North Slope

• Gas (G) Generic term for a number of different gas systems which 
transport essentially dry gas between facilities including fuel gas, lift gas 
and miscible injectant

• Processed Oil (PO)The oil/hydrocarbon produced with the primary 
reservoir 3 phase production after separation and treatment, this is 
primarily black oil but could include black oil plus NGL’s

Basic Summary Statistics
• DistributionThe data is fundamentally of log-normal distribution, with a 

lower limit of zero or no-change and potentially unlimited upper extent
• Count A count of the number of activities completed i.e. coupons pulled 

in a given year
• Average The average or mean for tM  criteria being summarized i.e. 

average corrosion rate
• Target Value The target value against which non-conformance, see 

below, is reported
• Number Non-conformantThe number of items not conforming to the 

control criteria i.e. the number of coupons exceeding the control value
• Percentage Nonconformance The percentage not conforming to the 

control value as a percentage of the total

Weight Loss Coupon Data
Table below summarizes the reporting of weight loss coupon data for the major
fields on the North Slope____________________________

W eil Lines CCL/FL
3 0 Production All All

Seawater GPB All
Prod. W ater GPB GPB

Comminqled W ater All All
T h e  d a t a  s e ts  to  b e  p r o v id e d  f o r  b o th  g e n e r a l  c o r r o s io n  ra te s  a n d  p it t in g  ra te s  

a re ,

•  C o u n t  o f  c o u p o n s

•  A v e r a g e  c o r r o s io n  ra te

•  N u m b e r  n o n - c o n fo rm a n t



• % Conformant i.e. 1 minus the % non-conformant 
■„ corrective action list for non-conformant flow lines (FL/LDF/CCL/CLs) will also 

be provided.

Internal Inspection Data
Table below summarizes the reporting of internal corrosion inspection data for 
the major fields on the North Slope____________________

Well Lines CCL/FL
3 0 Production All All
Commingled Water All All

Note that no distinction will be made between water services across the North 
Slope since in many cases the service is variable making meaningful analysis and 
aggregation difficult.

The data sets to be provided for internal inspection are,
• Count of inspections
• Number of increases on repeat inspection locations
• Percentage of increases on repeat inspections

A corrective action list for flow lines (FL/LDF/CCL/CLs) with inspection increases 
will also be provided.

Corrosion Inhibition
The corrosion inhibition program is to be reported as the target and actual total 
annual gallons and gallons per day, and as concentration, ppm, based on a field 
wide average.

External Corrosion Inspection
External corrosion inspection program is to be reported as an aggregate of all 
piping systems without distinction or differentiation of service and equipment 
type with a summary of the overall program status.

The data sets to be provided for external inspection are,
• Count of inspected location
• Number of corroded locations
• Percentage of inspection locations corroded

Repair and Leak Statistics
The repair and leak/spill statistics to be reported for each year plus the historical 
trend back to 1995 consistent with other performance metrics. The basic 
definitions,

• Leak/Spill An agency reportable leak/spill for the pipelines covered 
under the Charter Agreement which was caused by corrosion and/or 
erosion



• Save A location which required repair action as a result of corrosion
and/or erosion damage but which was found through inspection prior to
causing a leak/spill

The data sets to be provided for Repair/Leak statistics,
• Count of Leaks/Saves by flow line and well lines
• Summary of leak/spill causes

Below Grade Piping
The data sets to be provided for Below Grade Piping (BGP) program,

• Number of segments/crossings inspected broken out by inspection 
method

• Number with anomalies and severity of anomaly
Results of casing digs, visual casing inspections and casing clean-out to be 
reported as appropriate.

Other Programs
Reporting of ER probe, smart pigging, maintenance pigging, structural issues, 
and details of individual spill incidents to be reported as dictated by the current 
year's program activity.



The BPXA Commitment to Corrosion Monitoring reports submitted for calendar years 2000 - 2005 have 
been carefully reviewed to find references to crude oil transit lines. The nomenclature for the e pipelines 
varies throughout the reports, but primarily the lines are referred to as “processed oil" pipe lines; there are 
also references to “export oil", “sales oil", or "OT - oil transit lines.
In 930 pages of the reports, crude oil transit lines are referenced 70 times; less than 1% of the reports 
have any reference to these lines. The BPXA reports include historical summaries, so most of the 
references are repeated in each report. For example, "Reference to non-common carrier pipelines on the 
North Slope” is the same in the 2001-2005 reports, and is different in h e  2001 report only that the 
description does not include the North Slope, but instead states “...pipelines operated by BPXA"
The location of the following information in the reports changes over the years but is repeated in every 
report, with exceptions indicated below.

• Coupon Pull Frequency
• Non-common carrier pipelines description from 2000 work plan
• Glossary of Terms - the 2000 version does not include as much as following years
• Facility Schematic - not in 2000 report
• Corrosion monitoring location/corrosion coupon locations - not in 2000 report
• Summary of average corrosion rates for processed oil flow lines - not in 2000 report
• CUI inspections by services type - not in 2000 report
• Cased pipe survey results - not in 2000 report
• Repair activities/historical repairs by service - not in 2000 report
• Equipment classification for flow line - not in 2000 report
• Definition of processed oil service type - not in 2000 report
• Flow and well line general corrosion rate data - not in 2000 report
• Flow and well line pitting rate data - not in 2000 or 2001 reports
• Corrosion management system implementation - not in 2000 or 2001 reports
• Cased piping excavation history - not in 2000 or 2001 reports
• Repairs by service - not in 2000 or 2001 reports

References to “ Processed OH" in BPXA Annual Reports



BPXA 2000 calendar year report
53 pages -  8 references below -  4 references to “processed oil", “sales oil", “OT" or “export oil”

Reference
Number

Location in 
Report

Name of Table, Figure, Section (if applicable) 
Description

1 Executive 
Summary 
1st paragraph

Reference to “non-common carrier pipelines operated by BPXA".

2 Page 9 
Table 2

Summary of Cross Country Pipelines.
Di a regarding Export Oil Service pipelines

3 Page 10 
Table 3

Smart Pig Inspections.
In 1998, an OT (OT-21?) was inspected.

4 Page 21 
Table 9

Electromagnetic Inspections.
One cased oil export line was inspected, no anomalies found.

5 Page 25 
Last paragraph

Brief discussion of in-line inspection - smart (intelligent) pigging

6 Page 30 
Table 14

Planned Coupon Pull Schedule for Greater Prudhoe Bay. 
Sales oil line coupons are pulled every 3 months.

7 Page 47 
Glossary of 
Terms

Processed oil, sales oil, export oil, oil transit lines not included

8 Page 49 
Top of page

"Non-common carrier pipelines" description from 2000 Work Plan. These 
are non-DOT regulated pipelines.



BPXA 2001 calendar year report
149 pages -  14 references below -  10 references to “processed oil", “sales oil", or “export oil"

Reference
Number

Location in 
Report

Name of Table, Figure, Section (if applicable) 
Description

1 Page i 
3* line

Reference to "non-common carrier pipelines on the North Slope"

2 Page 45 
Top of page

Description of processed oil.

3 Page 45 
Table C.7

Summary by Equipment and Service for Corrosion Coupon Data. 
Shows number of weight loss coupon locations in processed oil lines, 
1995-2001.

4 Page 46 
2nd paragraph

Summary of average corrosion rates for Flow Line Processed Oil.

5 Page 63 
Table E.3

CUI Inspections by Service Type.
Shows that 277 external inspections for corrosion under insulation (CUI) 
were conducted at processed oil flow lines, 1995-2001; 3% found 
corrosion.

6 Page 64 
Table E.5

2001 Cased Pipe Survey Results.
7 processed oil cased lines were inspected with 1 showing minor 
damage.

7 Page 81 
Table F.1

Repair Activities.
3 repairs were made for internal corrosion at processed oil flow lines in 
2001.

8 Page 91 
Table H.1

Coupon Pull Frequency.
Processed oil flow line coupons are pulled every 3 months.

9 Pages 117-118 
Glossary of 
Terms

See CCL, CL, Cross Country Lines, FL, LDF, OIL, PO

10 Page 122 
Top of page

“Non-common carrier pipelines" description from 2000 Work Plan. These 
are non-DOT regulated pipelines.

11 Page 125 
3rd bullet from 
bottom

Equipment classification for flow line. These lines run from the well pad 
manifold building or the well pad to the separation plant.

12 Page 126 
5th bullet

Definition of Processed Oil (PO) service type.

13 Page 137 Facility Schematic.
Does not show crude oil transit lines.

14 Page 147 
Table 5.1

Aggregate G P B  Flow and Well Line General Rate Data Summary. 
Third category of equipment is Flow Lines, Processed Oil; summarizes 
general corrosion rate data



BPXA 2002 calendar year report
197 pages -  19 references below -  14 references to “processed oil", "sales oil", or “export oil"

Reference
Number

Location in 
Report

Name of Table, Figure, Section (if applicable) 
Description

1 Page i 
3rd line

Reference to "non-common carrier pipelines on the North Slope"
2 Page 14 

Table B.8(a)
Corrosion Monitoring Locations by Equipment and Service.
Shows number of weight loss coupon locations in processed oil lines, 
1995-2002.

3 Page 41 
Table B. 13

Corrosion Management System Implementation by Equip Type and 
Service.

Export oil in corrosion management system.
4 Page 64 

2nd paragraph
Summary of average corrosion rates for Flow Line Processed Oil.

5 Page 89 
Last paragraph

Processed oil lines have a lower rate of CUI occurrence.

6 Page 90 
Table E.3

CUI Inspections by Service Type.
Shows that 312 external inspections for corrosion unde- insulation (CUI) 
were conducted at processed oil flow lines, 1995-2002; 3% found 
corrosion.

7 Page 92 
Table E.5

2002 Cased Pipe Survey Results.
7 processed oil cased lines were inspected with 3 showing minor damage 
and 1 showing significant damage.

8 Pages 106-108 
Section E.5

Smart Pigging.
No reference to processed oil lines but a good discussion to read.

9 Page 111 
Table E 19

Cased Piping Excavation History.
In 1996. a caribou crossing between FS1 and FS2 was excavated to 
conduct external inspections; a 14% wall loss was found on a 30" sales 
oil line.

10 Page 118 
Figure F.2

Repairs by Service.
Shows repairs to processed oil lines in 2001.

11 Page 121 
Table F.5

Historical Repairs by Service.
3 repairs were made for internal corrosion at processed oil flow lines in 
2001. No repairs in other years 2000-2002.

12 Page 133 
Table H.1

Coupon Pull Frequency.
Processed oil flow line coupons are pulled every 3 months

13 Pages 167-168 
Glossary of 
Terms

See CCL, CL, Cross Country Lines, FL, LDF, OIL, PO

14 Page 172 
Top of page

“Non-common carrier pipelines" description from 2000 Work Plan. These 
are non-DOT regulated pipelines.

15 Page 175 
3rd bullet from 
bottom

Equipment classification for flow line. These lines run from the well pad 
manifold building or the well pad to the separation plant.

16 Page 176 
5th bullet

Definition of Processed Oil (PO) service type.

17 Page 187 Facility Schematic
Does not show crude oil transit lines.

18 Page 193 
Table 5.1

Flow and Well Line General Corrosion Rate Data Summary.
Third category of equipment is Flow Lines, Processed Oil; summarizes 
general corrosion rate data

19 Page 195 
Table 5.2

Flow and Well Line Pitting Rate Data Summary.
Third category of equipment is Flow Lines, Processed Oil; summarizes 
pitting rate data



BPXA 2003 calendar year report
193 pages -  18 references below -  13 references to “processed oil", "sales oil", or “export oil"

Reference
Number

Location in 
Report

Alame of Table, Figure, Section (if applicable) 
Description

1 Page i 
3rd line

Reference to “non-common carrier pipelines on the North Slope"
2 Page 15 

Table B.6
Corrosion Monitoring Locations by Equipment and Service.
Shows number of weight loss coupon locations in processed oil lines, 
1995-2003.

3 Page 41 
Table B. 15

Corrosion Management System Implementation by Equip Type and 
Service.

Export oil in corrosion management system.
4 Page 62 

3rd paragraph
Summary of average corrosion rates for Flow Line Processed Oil.

5 Page 82 
Table 1

CUI Inspections by Service Type, 1995-2003.
Shows that 2615 external inspections for corrosion under insulation (CUI) 
were conducted at processed oil flow lines, 1995-2003; 5% found 
corrosion.

6 Page 86 
Table E.4

Cased Pipe Survey Results.
27 processed oil cased lines were inspected with 7 showing minor 
damage and 4 showing moderate damage.

7 Pages 98-101 
Section E.5

In-Line Inspection.
No reference to processed oil lines but a good discussion to read

8 Page 103 
Table E 8

Cased Piping Excavation History.
In 1996, a caribou crossing between FS1 and FS2 was excavated to 
conduct external inspections; a 14% wall loss was found on a 30" sales 
oil line.

9 Page 110 
Figure F.1

Repairs by Service.
Shows repairs to processed oil lines in 2001.

10 Page 113 
Table F.2

Historical Repairs by Service.
3 repairs were made for internal corrosion at processed oil flow lines in 
2001. No repairs in other years 2000-2003.

11 Page 125 
Table H.1

Coupon Pull Frequency.
Processed oil flow line coupons are pulled every 3 months.

12 Pages 161-162 
Glossary of 
Terms

See CCL, CL, Cross Country Lines, FL, LDF, OIL, PO

13 Page 16R 
Top of pt

“Non-common carrier pipelines" description from 2000 Work Plan. These 
are non-DOT regulated pipelines.

14 Page 169 
2nd bullet from 
bottom

Equipment classification for flow line. These lines run from the well pad 
manifold building or the well pad to the separation plant.

15 Page 170 
6th bullet

Definition of Processed Oil (PO) service type.

16 Page 183 Facility Schematic
Does not show crude oii transit lines.

17 Page 189 
Table 5.1

Flow and Well Line General Corrosion Rate Data Summary.
Third category of equipment is Flow Lines, Processed Oil; summarizes 
qeneral corrosion rate data

18 Page 191 
Table 5.2

Flow and Well Line Pitting Rate Data Summary.
Third category of equipment is Flow Lines, Processed Oil; summarizes 
pitting rate data



BPXA 2004 calendar year report
168 pages -  18 references below -  13 references to “processed oil", “sales oil", or “export oil"

Reference
Number

Location in 
Report

Name of Table, Figure, Section (if applicable) 
Description

1 Page i 
3rd line

Reference to "non-common carrier pipelines on the North Slope”

2 Page 15 
Table C.1

Corrosion Monitoring Locations by Equipment and Service.
Shows number of weight loss coupon locations in processed oil lines, 
1995-2004.

3 Page 32 
2nd paragraph

Summary of average corrosion rates for Flow Line Processed Oil

4 Page 33 
Table c.6

Flow and Well Line General Corrosion Rale Data Summary
Third category of equipment is Flow Lines, Processed Oil; summarizes
general corrosion rate data

5 Page 35 
Table C.7

Flow and Well Line Pitting Rate Data Summary.
Third category of equipment is Flow Lines, Processed Oil; summarizes 
pitting rate data

6 Page 48 
Table E.1

CUI Inspections by Service Type, 1995-2004.
Shows that 5481 external inspections for corrosion under insulation (CUI) 
were conducted at processed oil flow lines, 1995-2004; 4% found 
corrosion.

7 Pages 50-51 
Table E.3

Cased Pipe Survey Results.
5 processed oil cased lines were inspected with 2 showing minor 
damage, 1 showing moderate damage, 1 showing significant damage.

8 Page 55 
Section E.4

In-Line Inspection.
Brief discussion, does not mention processed oil lines.

9 Page 61 
Table E 8

Cased Piping Excavation History.
In 1996, a caribou crossing between FS1 and FS2 was excavated to 
conduct external inspections; a 14% wall loss was found on a 30" sales 
oil line.

10 Page 68 
Figure F.1

Repairs by Service.
Shows repairs to processed oil lines in 2001.

11 Page 71 
Table F.2

Historical Repairs by Service.
3 repairs were made for internal corrosion at processed oil flow lines in 
2001. No repairs in other years 2000-2004.

12 Page 81 
Table H.1

Coupon Pull Frequency.
Processed oil flow line coupons are pulled every 3 months.

13 Pages 117-118 
Glossary of 
Terms

See CCL, CL, Cross Country Lines, FL, LDF. OIL, PO

14 Page 122 
Top of page

"Non-common carrier pipelines" description from 2000 Work Plan. These 
are non-DOT regulated pipelines.

15 Page 125 
2nd bullet from 
bottom

Equipment classification for flow line. These lines run from the well pad 
manifold building or the well pad to the separation plant.

16 Page 126 
6th bullet

Definition of Processed Oil (PO) service type.

17 Page 162 
Table 15

Corrosion Management System Implementation by Equip Type and 

Service.

Export oil in corrosion management system.
18 Page 163 

Figure 7
Facility Schematic
Does not show crude oil transit lines.



BPXA 2005 calendar year report
170 pages -  20 references below -  16 references to "processed oil", “sales oil", or "export oil"

Reference
Number

Location in 
Report

Name of Table, Figure, Section (if applicable) 
Description

1 Page i 
3rd line

Reference to “non-common carrier pipelines on the North Slope".
2 Page 7 

Section B.2, 
item 4

Corrosion Monitoring.
Processed oil flow line WLC (weight loss coupon) data showed 100% 
were <2 mpy with an average corrosion rate of 0.2 mpy.

3 Page 15 
Table C.1

Corrosion Monitoring Locations by Equipment and Service 
Shows number of weight loss coupons and ER probe locations in 
processed oil lines.

4 Page 30 
Figure C.16

Flow Line Corrosion Coupon Summary by Equipment and Service 
Shows the average corrosion rate for processed oil lines.

5 Page 33 
3rd paragraph

Summary of average corrosion rates for Flow Line Processed Oil.
6 Page 35 

Table C.6
Flow and Well Line General Corrosion Rate Data Summary.
Third category of equipment is Flow Lines, Processed Oil; summarizes 
^erieral corrosion rate data

7 Page 37 
Table C.7

Flow and Well Line Pitting Rate Data Summary.
Third category of equipment is Flow Lines, Processed Oil; summarizes 
pitting rate data

8 Page 49 
Table E.1

CUI Inspections by Service Type, 1995-2005.
Shows that 6084 external inspections for CUI (corrosion under insulation) 
were conducted at processed oil i.ow lines in the years 1995-2005, 4% 
found corrosion.

9 Page 51 
Table E.3

Cased Pipe Suivey Results.
G-wave inspection at processed oil line found 1 minor anomaly; smart 
pig in 2006 to be conducted (at OT-21?)

10 Page 63 
Table E.8

Cased Piping Excavation History.
In 1996, a caribou crossing between FS1 and FS2 was excava*ed 10 
conduct external inspections; a 14% wall loss was found on a 30" sales 
oil line.

11 Page 69 
Table F.1

Repair Activity.
No repairs at processed oil lines in 2005.

12 Page 70 
Figure F.1

Repairs by Service.
Shows repairs to processed oil lines in 2001 only.

13 Page 73 
Table F.2

Historical Repairs by Service.
3 repairs were made for internal corrosion at processed oil flow lines in 
2001. No repairs in other years 2000-2005.

14 Page 83 
Table H.1

Coupon Pull Frequency.
Processed oil flow bne coupons are pulled every 3 mon'hs.

15 Pages 119-120 
Glossary of 
Terms

See CCL, CL, Cross Country Lines, FL, LDF, OIL, PO

16 Page 124 
Top of page

"Non-common carrier pipelines" description from 2000 Work Plan. These 
are non-DOT regulated pipelines.

17 Page 127 
2nd bullet from 
bottom

Equipment classification for flow line. These lir s run from the well pad 
manifold building or the well pad to the separa' jn plant.

18 Page 128 
6m bullet

Definition of Processed Oil (PO) service type.

19 Page 164 
Table 15

Corrosion Management System Implementation by Equip Type and 

Service. Export oil in corrosion management system.
20 Page 165 

Figure 7
Facility Schematic.
Does not show crude oil transit lines.



The CPA Commitment to Corrosion Monitoring reports submitted for calendar yea, s 2000 - 2005 have 
been carefully reviewed to find references to crude oil transit lines (called "oil sa'es" in these reports). 
The only place these lines are included is in the discussion regarding the below-grade piping program 
starting with the 2001 report and in each subsequent report. These lines are part of the “oil" service 
cased pipes which are defined as natural gas liquids, oil sales, three-phase produc’ion, two phase 
production (wet oil), Produc jd Water, and Mixed Water.

References to "O il Sales" in CPA Annual Reports
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Commitment to Corrosion Monitoring 
April 30th 

9:00 am to 2:00 pm 
Semi Annual Review (Meet and Confer) 

Meeting 1

Agenda

Opening Remarks -  (9 to 9:30 am)

BP Presentation (9:30 to 10:30 am)

Break

Phillips Presentation (10:45 to 11:45 am)

Lunch Provided (12 to 1:00 pm)

Open discussion, questions, and feedback (1 to 2:00 pm)



B P



0 b p

C o m m i t m e n t  t o  C o r r o s i o n  M o n i t o r i n g

BP, Phillips & ADEC Meet and Confer 
Session 1r April 2001

Presented by the 

Corrosion Inspection & Chemicals Team 

BPX Alaska

Commitment to Corrosicn Monitoring
• Public perception -  corrosion Is severe and worsening

o Anchorage Dally New*
• •Corrosion and abrasion are symptoms of aging oil lialds, like Prudhoe, which 

started up 24 years ago".
• 'Over the past 15 years, corrosion and abrasion in the Slope's 2,000 miles ol 

oil, water and natural gas pipelines have worsened from occasional problems 
to constant headachos".

a BP perception -  corrosion Is manageable and we are Improving 
n BP report to ADEC

• We believe that the corrosion management programs u M  to dolrvor long 
term inlegnty ol tho existing Infrastructure on the North Slope, enabling BPX(A) 
to achieve its goals ol expanding satellite production and the bridge to gas 
sales

• Corrosion i lanagement ind environmental protection are closely related and 
the progress made in corrosion management has resultod in lower corrosion 
rales and consequently lower risks associated with loss of containment of 
pipelines.

• Our Intent is to work towards a healthy relationship with our 

stakeholders through open and forthright consultation and 

reporting

Apnl 30th 2001 BP ADEC Meet and Confer Session 1 7



•  Scope of non common carrier North Slope pipelines 

°  1,000 miles of cross country pipelines 

n 300 miles of well pad pipelines
• 50% longer (hen TAPS

• 2,400 Individual lines

«* 1/3 of a million weld packs

° 1,800 cased plpo segments In 350 road / animal crossings

° Original construction 25 years old

*» Major gas expansion pipelines 10 - 20 years old

e High level aim of the corrosion management program 

° Maintain Integrity of the existing Infrastructure
• "No harm, no accidents, no damage to the environment”

• Throughout exlstlnq field Ilia _

• Future satellite development

• Future gas production

April 30th 2001 BP ADEC Meet and Conler Session 1

Commitment to Corrosion Monitoring O bp

Commitment to Corrosion Monitoring

Relevant Metal Loss Mechanisms vtf^»
° Internal Corrosion - predominantly CO» cori oslon

• Causes widespread damagp fn m wellhead to facility

• Control methods well und irslood

• The major threat to the pipeline Infrastructure 

° Erosion - mechanical removal by so lid s
•  Restricted to upstream equipment ■ wellhead to manllold

• Often associated with bringing wells on to production

• Solids production difficult to monitor or predict

“ External Corrosion - oxygen corrosion In wet Insulation
• Causes highly localized damage, mainly at weld packs

• Groatest exposure to leaks and reputation

• C a u s a  of:
Both ot GPB « corrosion-related pipeline leaks In 7000

Apnl 30th 2001 BP ADEC Meet and Conler Session t



Commitment to Corrosion Monitoring O b P
•t id i ly  of

control mo*»ur« r
Control

Monitor

Inspect

validity of control rr**»u'» 
A monitoring taryvt

Structure ot the Corrosion Menagement Programs 

° Control
• Prevention or reduction ol corrosion "V*

° Monitor
• Th# measurement ol success, ol the corrosion control activity 

” Inspect
• The linal verification ol the success ol control activities
• Determination ot equipment's fitness for service

° Integration ol all 3 elements Is required to manage Integrity

April 30lh 2001 BP ADEC Meet and Confer Session 1

Commitment to Corrosion Monitoring 0 bP
Internal corrosion & erosion control 

«* Chemical Inhibition 

° Process
« Flow velocity control 
• Well start up procedures 

° Materials selection 

° Engineering design 

» Coatings 

° Cathodic protection 

° Repair / replacement

r
Control

Monitor

Inspoct

e Typical target values

° Corrosion inhibitor concentration e.g. 150 ppm 

° Flow velocity, based on diameter & water cut 

° Eroslonal velocity V/Ve < 2.0

April 30lh 2001 BP ADEC Meel and Conler Session 1 6



Commitment to Corrosion Monitoring 0 b p
GPB C 02 Internal corrosion control

° Inhibition rates determined by monitoring & 
Inspection data

• Amount ot Inhibitor used Is Increasing
•  Amount ot water handled Is approximately constant

• Concentration ot Inhibitor la Increasing

° The purpose is to reduce corrosion rates

r

Tsblo 7: Wator production, corrosion Inhibitor usage and concentration

Year Water production 
(million barrels)

Inhibitor Usage 
(million gallons)

Concentration
(ppm)

1996 458 4 2 05 106
1997 4563 2.21 115
1998 4260 2.53 141
1999 415.7 2.28 130
2000 436.3 273 149

Apnl 30th 200t BP ADEC Meet and Conler Session t

Commitment to Corrosion Monitoring

a Internal corrosion monitoring 

0 Electrical resistance (ER) probes 
° Weight lo s s  coupons

e Typical target values 

°  ER probes 0.5-10 mpy 
□ Coupons c 2 mpy general corrosion

Tobio 4: Numb e t  o l C orrotion Monitoring Coupons

r
| Control

*

Monitor

Inspect -------

0 bP

Y 9 M

Cro*»
country Wail Ur>«a PW s w

O L A
inj Total

199? 1.324 6.195 1,125 750 4 9,536
1996 7.676 1,140 744 10 11.193
1997 1.467 __  7.7B4 1,207 966 10 11.574

1990 1^490 LS82 1,136 732 10 11.094

1999 1.42$ 6.875 1.010 782 10 10.238
?000 1.371 5,855 816 782 j to 8.970

Tobit 5: Corrosion Monitoring P i obos

Location KJ/% n| rv— l. -  .no. Of n O O M
Wall boos 70
Cross Country p*p«ttn«s 04

Apnl 30th 2001 BP ADEC Meet and Confer Session 1 8



Commitment to Corrosion Monitoring 0 b P
G P B  I n t e r n a l  c o r r o s i o n  m o n i t o r i n g  d a t a  

«• %  o t  c o u p o n s  m e e t i n g  t a r g e t  I s  I n c r e a s i n g  

o  C o r r o s i o n  r a t e s  a r e  r e d u c i n g  
°  R e f l e c t s  I n c r e a s e  I n  c o r r o s i o n  i n h i b i t o r  u s a g e

BIM |IM • *•••• a INI iJOOO
•00% ----

Apnl 30th 2001

Wet In Una SW
BP ADEC Meel and Conler Session 1

c
j C o r iW |  

♦
| Monitor | 

♦
I n s p e c t

Commitment to Corrosion Monitoring 0 bP

C

I n t e r n a l  I n s p e c t i o n  

o  M e t a l  l o s s  r a t e  ,— * -  | C o n t ro l
• Corrosion Rate Monitoring -  CRM 

3 Erosion Rate Monitoring -  ERM

°  M e c h a n i c a l  i n t e g r i t y
• Frequent Inspection Program -  FIP

Monitor

• Comprehensive Integrity program -  CIP
• Smart pigging

a T y p i c a l  t a r g e t  v a l u e s

°  C o n t r o l
• Zero detectable corrosion 

o Mechanical Integrity
• M o d i f i e d  B31.G
» 0.100” minimum wall
• 100% MAOP

“ R e p a ir s  s c h e d u le d  at 1 0 5 %  o f f itn e s s  fo r 

s e rv ic e  c r ite r ia

Inspect

April 30th 2001 BP ADEC Meel and Conler Session 1 10



Commitment to Corrosion Monitoring

| Control | ____

±
[ Monitor | ■ * —  

Inspect J -------

Apnl 30th 2001 BP ADEC Meel and Conler Session 1

Commitment to Corrosion Monitoring
Holistic view of Integrity management

Process Design

GPB Internal Inspection data

“  P l p e w a l l  c o r r o s i o n  r a t e s  a r e  r o d u c l n g  

°  R e f l e c t s  i n c r e a s e  I n  c o r r o s i o n  I n h i b i t o r  u s a g e  

*> C o n f i r m s  t r e n d s  s e e n  I n  m o n i t o r i n g  d a t a

IM» t«W ittf INI IM mo

O bp

Apnl 30th 2001 BP ADEC Meel and Conler Session 1 12



Commitment to Corrosion Monitoring Q b p
End result of internal corrosion management programs 

°  C o r r o s i o n  r a t e s  h a v e  f a l l e n

°  C o n t r o l ,  m o n i t o r i n g  &  I n s p e c t i o n  s h o w  s i m i l a r  t r e n d s  

°  C o r r o s i o n  r a t e s  a r e  t h e  l o w e s t  f o r  1 2  y e a r s

MonM  or

0 170

0 080

|  0040

0 000 
0000

Apnl 30th 2001

/

A 1 W 3

\  1995

I

O  1989 V 1W 7

e  i w
*  7000

0100 0700
Plptilr* Condition 

BP ADEC Meel end Cooler Session 1

0300
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Commitment to Corrosion Monitoring 0 bP

CRemaining life of pipeline network has Increased 
°  L i f e  h a s  b e e n  i n c r e a s e d  b y  r e d u c i n g  c o r r o s i o n  r a t e  

°  N o t  n e c e s s a r y  t o  m a n a g e  l i f e  b y  r e p l a c i n g  p i p e l i n e s  

°  C o r r o s i o n  m a n a g e m e n t  a n d  f i e l d  l i f e  a r e  I n  a l i g n m e n t  

□ S u c c e s s f u l l y  b r e a k s  t h e  r e p a i r  / r e p l a c e m e n t  c y c l e  a s s o c i a t e d  
w i t h  a g e i n g  o i l  f i e l d s

Control

M o nitor

Inapoct

West Pipelines East Pipelines

1996 - 1999 life Model 54% na

1998 - 2001 Life Model 95% 96%

Apnl 30th 2001 BP ADEC Meet and Conler Session I 14


