


ConocoPhillips Note 18 to 2006 Financial Statem ents:

Note 18— Contingencies and Com mitments

Other Contingencies
We have contingent liabilities resulting from throughput agreements with pipeline and

processing companies not associated with financing arrangements. Under these
agreements, we may be required to provide any such company with additional funds
through advances and penalties for fees related to throughput capacity not utilized. In
addition, at December 31, 2006, we had performance obligations secured by letters of
credit of $988 million (of which $41 million was issued under the provisions ofour
revolving credit facilities, and the remainder was issued as direct bank letters of credit)
and various purchase commitments for materials, supplies, services and items of
permanent investment incident to the ordinary conduct of business.

Venezuelan government officials have made public statements about increasing
ownership interests in heavy-oil projects required to give the national oil company of
Venezuela. Petroleos de Venezuela S.A. (PDVSA) control and up to 60 percent
ownership interests. On Januan 31, 2007. Venezuela's National Assembly passed an
"enabling law” allowing the president to pass laws by decree on certain matters,
including those associated with heavy-oil production from the Orinoco Oil Belt. PDVSA
holds a 49.9 percent interest in the Petrozuaia heavy-oil project and a 30 percent interest
in the Hamaca heavy-oil project. We have a 50.1 percent interest and a 40 percent
interest in the Petrozuata and Hamaca projects, respecthely. The impact, ifany. of these
statements or other potential government actions, on our Petrozuata and Hamaca projects

is not determinable at this time.

Long-Term Throughput Agreements and Take-or-Pay Agreements

Ve have certain throughput agreements and takt -or-pay agreements that are in support of

financing arrangements. The agreements typically provide for natural gas or crude oil
ansportation to be used in the ordinary course of the company’s business. The

aggregate amounts of estimated payments under these various agreements are: 2007—

$77 million; 2008— $69 million; 2009— $68 million; 2010— $68 million: 2011—

$69 million; and 2012 and after— $296 million. Total payments under the agreements

were $66 million in 2006, $52 million in 2005 and $64 million in 2004.



ConocoPhillips Supplemental Disclosure in 2006 10-K:
M anagement’s Discussions and Analysis of Financial

Condition and Results of O perations

Contractual Obligations
The following table summarizes our aggregate contractual fixed and variable obligations as of

December 31. 2006:
Millions of Dollars

Payments Due by Period

Up to Yeai
Total LYetu 2-3
Debt obligations (a) $ 27,090 1,598 1,685
Capital lease obligations 44 10 34
Total debt 27,134 1,608 1,719
Interest on debt 16,692 1,594 3,043
Operating lease obligations 3,041 584 931
Purchase obligations (b) 93,025 35,494 7,701
Other long-term liabilities (c)
Asset retirement obligations 5.402 576 404
Accrued environmental costs 1,062 270 262
Total $ 146.356 40,126 14.060
@) Includes $718 million of net unamortized premiums and discounts. See Note 15—Debt, in the

Notes to Consolidated Financial Statements, for additional information.

(b) Represents any agreement to purchase goods or services that is enforceable and legally binding and
that specifies all significant terms. The majority ofthe purchase obligations are market-based
contracts. Includes: (1) our commercial activities of $48,865 million, of which $17.611million are
primarily related to the supply of crude oil to our refineries and the optimization of the supply chain,
S7.341 million primarily related to the supply of unfractionated natural gas liquids (NGL) to
fractionators, optimization of NGL assets, and for resale to customers. $7,006 million primarily
related to natural gas for resale customers. $6,166 million related to product purchase,
$3,774 million related to transportation. $3,557 million on futures, $1,004 million related to the
purchase side of exchange agreements and $1,506 million related to power trades:

(2) $38,802 million of purchase commitments for products, mostly natural gas and NGL, from
CPChern over the remaining term of 93 years; and (3) purchase commitments forjointly owned
fields and facilities where we are the operator, of which some ofthe obligations will be reimbursed
by our co-venturers in these properties.

Does not include: (1) purchase commitments for jointly owned fields and facilities where we arc not
the operator; (2) our agreement to purchase up to 104,000 barrels per day of Petrozuata crude oil for
a market-based formula price over the term of the Petrozuata joint venture (about 35 years) in the
event that Petrozuata is unable to sell the production for higher prices; (3) an agreement to purchase
up to 165.000 b 'Tels per day of Venezuelan Merey, or equivalent, crude oil for a market price over
aremaining 13->ear term ifa variety of conditions are met: and (4) our contribution of $7.5 billion,
plus accrued interest, over a ten-year period, beginning in 2007 to the upstream joint venture
formed with EnCana on January 3. 2007.

(©) Does not include: Pensions—for the 2007 through 2011time period, we expect to contribute
an average of $355 million per year to our qualified and non-qualitied pension and postretirement
medical plans in the United States and an average of $170 million per year to our non-U.S. plans,
which are expected to be in excess of required minimums in many cases. The U.S. five-year average
consists of $435 million for the next two years and then approximately $305 million per year as our
pension plans become better funded. Our required minimum funding in 2007 is expected to be

$80 million in the United States and $115 million outside the United States.
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Overview

The Alaska Gasllne Inducement Act

Testimony addresses 4 competitive issues

Competitive problems associated with a
producer-owned pipeline

How AGIA’s “Must Have” provisions address
those problems

wWhy AGIA’s “Must Have” provisions are
critically necessary

- Failure by producers (Exxon, BP, Conoco) to
bid In an open season



Qualifications/ Experience

The Alaska Gasllne Inducement Act — —<

represented several major interstate natural gas

before the FERC, including in

. H ave

pipelines and other clients

Rate proceedings

- Certificate proceedings

- Market power cases

. Have also served as Chairman of the Antitrust

Committee of the Energy Bar Association

. Have worked on numerous antitrust matters involving

natural gas pipelines and other energy companies

on



Competitive Problems Raised

by a Producer-Owned Pipeline

......... — W ™ e, The Alaska Gasllne Inducement Act

o |ssue addressed in Dec. 21, 2006 memorandum on LB&A website

+ Main competitive issue: vertical market power |
* Producer-owned pipeline would have an incentive . . . to ship gas
produced by competing producers

* This disincentive could manifest itself as follows:
« Expansion: Refusing to expand to ship competing gas,
or delaying expansion
« Access/Discrimination:
*Raising the tariff rate paid by competing producers
«Other means of restricting/denying access, including subtle forms
of discrimination that are difficult for regulators to detect
Producer incentive to delay project so as not to undermine other
projects (LNG) or other gas sales in the Lower 48
Vertical relationship could also facilitate collusion



Competitive Probiems Raised

by a Producer-Owned Pipeline

The Alaska Gasllne Inducement Act

 Vertical market power issue: addressed by U.S. DOJ in 1977
 Expansion: The U.S. Attorney General concluded that
“itwill be in the interest of producer-owners to resist future
expansion and thus discourage future entry into Alaskan gas
production” ... because the producers’ market power “could be
reduced by discovery and development of new fields by other

producers”

 Access/Discrimination: U.S. Attorney General also stated:
* Producer-owned pipeline ‘would seek to restrict access and

throughput to take monopoly profits.”

» DOJ recommended a complete ban on producer-ownership

« Reagan Administration: conditional waiver
« FERC Chairman in 2005: antitrust issues “are still valid and will be

addressed” by FERC in certificate proceeding
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Competitive Problems Raised

by a Producer-Owned Pipeline

Th« Alaska Gasllne Inducement Act

« FTC, DOJ and FERC precedent confirms that the competitive
concerns raised by DOJ in 1977 about a producer-owned pipeline are
still valid:
« FTC/DOJ vertical merger cases in energy industry: ‘raising rivals
costs”
 Major FERC orders addressing vertical market power issues over
past two decades, including Order Nos 136, 497, 636, 637,
2000,2004, 2005



i

Probl'ems

Owned Pipeline

o Unlike 1977 DOJ opinion, AGIA does not advocate a ban on producer
ownership of the pipeline

o Instead, AGIA:
* Invites applications by producers and by independent pipelines
o Attempts to ameliorate or eliminate competitive problems raised by
a producer-owned pipeline



How AGIA Seeks to Address

LLEETE O e

Competitive Problems Raised by

a Producer-Owned Pipeline

- —— — -- Th® Alaska Gasllno Inducement Act

* Problem: Incentive Not To Expand
AGIA requires expansion on reasonable terms:

The applicant must “‘commit to expand the proposed project
In reasonable engineering increments and on commercially
reasonable terms that encourage exploration and development
of gas resources in this state”



How AGIA Seeks to Address
Competitive Problems Raised by

a Producer-Owned Pipeline

Thft Alaska Gasllne Inducement Act

« Problem: Incentive Not To Expand

AGIA also addresses producer/expansion issue by requiring
pipeline to hold open seasons for expansion capacity every two
years:

« The applicant must “commit that after the first binding open
season, the applicant will assess the market demand for
additional pipeline capacity at least every two years through
public non-binding solicitations or similar means"



How AGIA Seeks to Address
Competitive Problems Raised by

& — < The Alaska Gasllne Inducement Act

a Producer-Owned Pipeline

foisiaied el ~wi iin-fi - - Hf——

« Problem: Refusal To Expand Except on Terms That
Deter Exploration

 AGIA requires applicant to propose rolled-in rate treatment of

expansion costs, up to a 15 percent increase In existing rates
 The 15 percent roll-in requirement counteracts a producer-
owned pipeline’s incentive to discourage expansion by
proposing incremental rates
* Rolled-in rates are consistent with FERC policy (rebuttable
presumption of roll-in) and federal law (ANGPA) mandating rate
criteria which promote exploration, development and production

of Alaska gas

10



How AGIA Seeks to Address

Competitive Problems Raised by

a

Producer- Owned Plpellne

- mrnmtmmmm. « o Th« Alaska Gasllne Inducement Act

Problem: Discrimination/Access

For example, a producer-pipeline is indifferent to high tariff rates,
with regard to their own gas, because the money they spend on rates
just goes from one pocket to another

« AGIA requires applicants to commit to low tariff rates, by:
committing to a “capital structure for rate-making that consists of
no less than 70 percent debt”
competing via proposals to manage cost overruns and “provide
low transportation rates”

« These provisions give the State an opportunity to avoid some of the
problems experienced with TAPS
o High tariff rates have reportedly caused some competitors to exit

11



Seeks to Address
Problems Raised by

a Producer-Owned Pipeline
The Alaska Gasllne Inducement Act

* Problem: Delaying the Project
o AGIA requires open season within 36 months, initiation of FERC

pre-filing process by a date certain, and filing of certificate

application by a date certain

* Producer-pipeline required to sanction project within one year of

FERC certificate because they have the gas supply that would

underwrite FT commitments (credit support)

 AGIA would not permit a producer-owned pipeline to unduly

delay project development based, for example, on concerns that:
*Alaska pipeline could adversely affect producers’ investment

In worldwide LNG projects
*Alaska pipeline could adversely affect producers’ sales of

other gas in Lower 48



AGIA’S “Must Haves” Are

Critically Important

The Alaska Gasllne Inducement Act

o State has an oPPortunit%/ to provide an additional line of defense
against competitive problems

« TAPS: State has already seen what can happen when a producer-
owned pipeline lacks the normal incentives 10 expand, increase

throughout and serve other shippers o
Reduced competition, exit by explorers that do not own pipeline

« AGIA’s "Must Haves” regarding expansions, open seasons, etc.,
provide important, additional protections that would not otherwise

exist

13



What if the producers fail to bid in an open season?
Premature: need to wait and see whether there is a failure to
bid, and the facts associated with that failure

- State and other interested parties can then determine based on
the facts whether any antitrust, FERC or other issues have been
raised by a failure to bid or a withholding of gas supplies from

the market

14



e AGIA charts a middle ground between (A)
banning producer-ownership of the pipeline and
(B) negotiating exclusively with the producers

 Instead of banning producer-ownership, AGIA:
o Attempts to fix the competitive problems
e Invites producers to build the pipeline on
terms consistent with the State’s interest In
promoting exploration and development of
North Slope gas resources
 Establishes level playing field
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Greenberg Traurig
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Kenneth M. Minesinger
Shareholder
Washington, D.C.
Energy & Natural Resources Antitrust & Tradv! Regulation Litigation

E-mail Kenneth M. Minesinger
Tel: (202) 530-8572 Fax: (202) 261-4746

Kenneth M. Minesinger represents natural gas pipelines, electric power generators, energy marketers, and other
participants In the energy industry, focusing his practice on energy regulatory proceedings before the Federal Energy
Regulatory Commission and on related antitrust, litigation and transactional matters. Ken's experience reflects the
sweeping changes that have occurred in the energy Industry in recent years, as the level of competition and
consolidation in the industry has steadily increased while at the same time regulation continues to play a central role.
Ken has represented energy companies in a wide range of regulatory matters, including complex ratemaking,
restructuring, and licensing proceedings, and comolaints and investigations into allegations of market manipulation and
the exercise of market power. As the competitive issues in energy regulatory proceedings often intersect with the
application of the antitrust laws, Ken has also represented energy and non-energy clients on numerous antitrust
matters, Including mergers and acquisitions, counseling, and litigation.

CONCENTRATION

+ Energy regulation
* Antitrust
+ Energy litigation

SIGNIFICANT REPRESENTATIONS

+ Counr " for major energy companies and othe- industry participants on numerous FERC regulatory and antitrust

matters, including:

Rate case preparation and litigation

Antitrust compliance and M&A matters
Settlement compliance

Affiliate code of conduct Issues

Negotiated rate agreements

Market-based rate authorizations

FERC certification proceedings

Compliance with anti-market manipulation rules
Liquefied natural gas ("LNG") safety/sitting issues

OO0 OCDoocoo o

* Representing State of Alaska regarding efforts to induce commercialization of North Slope gas.

+ Outside counsel in recent rate cases and other significant FERC matters for various companies, including E Paso
Natural Gas Company, Mojave Pipeline Company, Colorado Interstate Gas Company, Wyoming Interstate
Company, and Cheyenne Plains Gas Pipeline.

+ Represented major energy companies defending antitrust lawsuits alleging exercise of monopoly power, market
division, and market manipulation. Significant experience litigating filed rate doctrine and preemption related

http:/Amawww.gtlaw.com/people/print.aspx?id=5944 5/11/2007
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federal Jurisdiction issues In these and other energy-related antitrust lawsuits.

Successfully defended, at the D.C. Circuit Court opr(jJea]s, FERC orders requiring the conversion of full
requirements contracts to fixed quantity contracts and rejecting allegations that pipeline withheld capacity.

Rfe%%SSented major "clean coal" project In efforts to obtain federal tax credits provided by the Ene'gy Policy Act
0 .

Represented a major energy company In negotiating a consent Judgment with the Federal Trade Commission
regarding the sale of the company's natural gas pipeline and processing assets to another m'or energy

company.

Represented an oil refining company in responding to and substantially limiting the scope of a civil investigative
demand in FTC investigation of increased Midwest refined products prices.

Successfully represented pipeling, at FERC and the D.C. Circuit, in defending against allegations that its
transportation contracts with a shinper were anticompetitive and unduly discrimnatory.

Has successfully obtained FERC approval of transactions under Section 203 of the Federal Power Act, which
requires FERC authorization of wholesale electric power mergers and acquisitions.

Responsible for preparation and filing of electric power marketer's triennial marketpower update filings for
purposes of retaining market-hased rate authorization.

Prior to negotiating settiement of pipeline rate case, obtained an administrative law Judge ruling that rejected
prudence challenge to pipeline's capital costs and approved an allowed rate of return significantly “"bove the

average level usually permitted by FERC.

Successfully represented an interstate natural gas pipeline in its First general rate case at the FERC, obtaining
FERC rulln% that rejected prudence challenge and other charges that the pipeline's rates were unjust and

unreasonable.
Has conducted antitrust and FERC compliance seminars for major energy companies.

Has represented clients on numerous antitrust M&A matters, Including transactions Involving:

0 Electric generation assets - . o
0 Oil field services companies, including offshore drilling companies, manufacturers of offshore drilling rigs,

and oil and gas exploration technology firms

0 Natural gas pipelines o _
0 Natural gas processing and liquids companies

0 Qil pipelines

PROFESSIONAL & COMMUNITY INVOLVEMENT

Chairman, Antitrust Committee, Energgl Bar Association, 2001

Vice-Chairman, Antitrust Committee, Energy Bar Association, 2000

Member, Energy Bar Association, and Antitrust Committee .
Member, American Bar Association, Antitrust Section, Fuel and Energy Committee

ARTICLES, PUBLICATIONS & LECTURES

Articles

http://Amww.gtlaw.com/people/print.aspx?id=5944 5/11/2007
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« Co-Author, "Energy Law and Transactions," chapter addressing settlements of FERC proceedings

Page 30f3

+ Co-Author, "A New Broad Brush: Trying to Clean Up Market Behavior, New FERC Rules Raise More Confusion,"

Legal Times, August 16, 2004

+ Contributing Editor, as member of Energy Bar Association Antitrust Committee, to several summaries of energy-

related antitrust cases published In the Energy Law Journal, 1999-2001

CLERKSHIP
+ Law Clerk, U.S. District Judge John H. Moore I, Middle District of Florida, 1990-1992

EDUCATION

« J.D., with honors, The George Washington University Law School, 1990
 B.A, with honors, University of Maryland, 1987
0 Phi Beta Kappa

ADMITTED TO PRACTICE

District of Columbia

Maryland

U.S. Court of Appeals for the District of Columbia Circuit
U.S. Court of Appeals, Fifth Circuit

U.S. Court of Appeals, Ninth Circuit

RELATED LINKS

+ Private Funds Weekly Roundup, v.3, No. 9 *
- GT Alert, March 05, 2007

* Private Funds Weekly Roundup, v.2, No. 43 ~
- GT Alert, November 20, 2006

+ Private Funds Weekly Roundup, v.2, No. 35 *
- GT Alert, September 25, 2006

« Summary of Key FERC-Related Provisions of the Energy Policy Act of 2005 ~
- GT Alert, August 2005

+ Greenberg Traurig Adds Energy Attorney from Morrison & Foerster

- Press Release, February 28, 2005

+ Arizona Corporation Commission, Et Al., Petitioners v. Federal Energy Regulatory Commission, Respondent

Arizona Public Service Company, Et Al, Intervenors *
- Article, February 11, 2005

http://Amwww.gtlaw.com/people/print.aspx7icH5944
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May 15,2007

VIA FACSIMILE 907-465-2381

Representative Carl Gatto
House District 13

State Capitol, Room 411
Juneau, AK 99801

Dear Representative Gatto:

| appreciate the opportunity to provide you with additional information regarding
Exxon’s assessment of the economic potential of the Point Thomson unit, as Exxon has reported

to the SEC and to Wall Street.

As | stated in my testimony last week, when Exxon accounts for the Point Thomson unit
in its Form 10-K Annual Reports to the SEC, it capitalizes the unit’s exploratory well costs as
assets (See, e.g., Exxon’s 2005 10-K, Tab 1, attached hereto). The Financial Accounting
Standards Board sets very clear requirements that must be met before a company is permitted to
capitalize such well costs, which are set forth in FAS 19-1 (Tab 2). Exxon adopted FAS 19-i,
beginning with its 2005 10-K (Tab 1, p 55).

This raises a straightforward question: Under these standards, what was Exxon required
to conclude about iJoint Thomson in order to report to the SEC as it did?

Under FAS 19-1, Exxon was required to conclude, among other things, that the
exploratory “well had found a sufficient quantity of reserves tojustify its completion as a
producing well””(Tab 2, FAS 19-1,119 (31), pp. 2-3). More, Exxon was not allowed to capitalize
these well costs if there were “substantial doubt about the economic or operational viability of
the project,” and could not capitalize them “on the chance that.., current market conditions will
change... ortechnology will be developed to make the development ofthe project
economically and operationally viable™ (Tab 2, FAS 19-119 (31A), p. 3).

vwwvhaiieUnoon>
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In other words, Exxon could not have believed there was “substantial doubt about the
economic or operational viability” of Point Thomson and yet reported its well costs to the SEC
as an asset. Put differently, if Exxon believed that the Point Thomson project was uneconomic,
itwould have been improper for Exxon to report to the SEC as it did. There is no way to

reconcile what Exxon has told the State of Alaska over the years w/tlywhat it represented to the
SEC in its financial reports. A

Very tnily yours, Ay

Spencer Hosie
Cc: PTU Team

Enc.
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TaMe of Contents

Ind«x 10 Financial Statements
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

(HH ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31,2005
Or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from o
Commission File Number i-2256

EXXON MOBIL CORPORATION

(F.»acl name nrnpitnni a* specilledin id;urin)

NEW JERSEY 13-5409005

(StU* or otherjuriidinion of (IKSEmployci
incorporatioo or oiganiration) Identificuion Number)

5959 LAS COLINAS BOULEVARD, IRVING. TEXAS 75039-2298

f/Vidrcii of principal exoeuiirc ofScei) (Zip Code)

(972)444-1000

(Regmnnt's tticpbim* nur”et. includingu*a axlo)

Securities registered pursuant to Section 12(b) of the Act:
Nam* of Each Frckaaf

Till. of Each Clan oo Wbkb R~Utarad

Common Stock, without par value (6,106,332,510 shares

_ outstanding at January 31, 2006) New York Stock Exchange
Reglste(ed securities guaran.eed by Registrant;

eaRiver Maritime Financial Holdings, Inc.

Twenty-Five Year Debt Securities due October 1,2011 New York Stock Exchange
A Ylndicate bRI/ check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities

cl. Yes s_No __
Act YIndicate b ci}eck mark if the registrant is not required to file reports pursuant tn Section 13 or Section 15(d) of the
ct. Yes. . No /,

Indicate by check mark whether the registrant ( | 2 hes tiled ail reports required (o be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding !2 months (or for such shorter period that the re%strant was required to
file such reports), and (2) has been subject to such tiling requirements for the past 90 days  Yes 0

Indiicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is uot containedherein,
and will not be contained, 10 the best of registrant's knowledge, in definitive proxy or information statements incorporated by
reference in Pan |1l of this Form 10-K or any amendment tn diis Form 10K, S

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer,or a non-accelcrated filer.
See definition of "accelerated filer and large accelerated filer" in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filei Non-accelerated filer

htlp:/Anvww. scc.gov/Archives/edgar/daia/34088/000119312506040951/dI0k. him 5/10/2007
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2. Accounting for Suspended Exploratory Well Costs

0 ooB/sol2

Page | of6

Effective July 1,2005, the Corporation adogted Financial Accounting Standards Board Staff Position FAS 19-1 (FSP 19-12).
“Accounting for SmpenJed Well Costs." PSP 19-1 amended Statement of Financial Accounting Standards No. 19 (PAS 19),
“Financial Accounting and Reporting by Oil and Gas Producing Companies,” to permit die continued capitalization of
exploratory well costs beyond one year'if (a) the well found a sufficient quantity of reserves tojustify its com' ‘ctionasa
producing well and (b) the entity is making sufficient progress assessing the reserves and the economic and operating viability
of the project. There were tto capitalized exploratory well costs charged to expense upon the adoption of FSP 19-1.

_Prior to the adaption of FSP 19-1, the Corporation carried as an asset the cost of drilling exploratory wells that found
sufficient quantities of reserves tojustify their completion as producing wells if the required capital expenditure was made and
drilling of additional exploratory wells was under way or firmly plinncd for the near future. Once exploration activities
demonstrated that sufficient quantities of commercially producible reserves had been discovered, continued capitalization was
dependent on prerct reviews, which took place at least annually, to ensure that satisfactory progress toward ultimate
development of the reserves was being achieved. Exploratory well costs not meeting these criteria were charged to expense.

. The following two tables provide details of the changes in die balance of suspended exploratory well castsaswell a  j>
aging summary of those costs.

Change in capitalized suspended exploratory well costs;

26  1OM 104
o million! i/ dollars
Balance beginning at January 1~ ,076 S 78 31,193
Additions pending the determination o.'proved reserves 233 139 217
Charged to expense | » ©) 98 (239)
Reclassifications to wells, facilities and equipment based on the determination of proved
reserves 582 92) (123
Foreign exchangclother _£20 28 44
Endmg balance SI.139  S1070 $1,093
Ending balance attributed to equity companies included above S 2 % 1% 3
Period md capitalized suspended exploratory well costs:
2m%miIhon%lc\)/lfz%jotUrs)zw1
Capitalized for a period of one year or less $ 23 s 139 S 207
Capitalized for a perir 1* between one and five years 485 510 453
Capitalized fora period of between five and ten yrirs 167 172 162
Capitalized for a penod of greater than ten yeats 254 249 261
Capitalized for a period greater than one year - subtotal $ 906 $ BL $ 876
Total $1,139 $1,070 11.003

Exploration activity often involves drilling multiple wells, over a numbet of years, to fully evaluate a project. The table
below provides a numerical breakdown of the number of projects with suspended exploratory well costs which had their first
capitalized well drilled in the preceding 12 months and those that have had exploratory well costs capitalized for a period
greaterthan 12 months.

A6 2 28

Number of projects with first capitalized well drilled in the preceding 12 months 16 8 13
Numb$r o1|‘ projects that have explovator well costs capitalized for a period of greater than 12 months 5 6 76
ota 6 8

55
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Of (be 56 projects that have exploratory well costs capitalized for a period greater than twelve months as of December 31.
2005, 18 progects_ have drilling Inthe prece mg twelve months or exploratory activity planned in the next two years, while the
remaining 38 projects are those with completed exploratory activity progressing toward development. The table below
provides additional detail for those 38 projects which total $561 million.

CaLyProct O e Qe
[milStni ofMian)
Angola

- Marimba Su 2001 Development in progress on fin! phase of Marimba
deepwater project with proved reserves booked:; development
of second phase awaiting capacity in eX|st|ng/pfanned
infrastructure.

- Mavacoln © 2001 -2002 Development awaitigg city in existing/planned
infrastructure; planned subsca tieback to tloating i)roduction

o system; submission of Declaration of Cominerciality in 2005.
- Orquidea/Vjoleta 6 1999-2001  Planned subsea tieback to roat_ln% 8roduct|on system; high-
resolution 3-D seismic survey in 2004; ftmher technical
evaluation and reservoir studios were conducted in 2005.

Australia

- Gorgon/Jansz 69 1980-2003 Gorgon and Jansz resources to be developed as integrated
LNG project; Barrow Island land access rights for onshore
plant secured in 2003; co-venturers combined their resources
and redistributed their equity interests in 2005 with
governmental approval; initial project funding and

_ _ engineering began in 2005. o o

- Kipper/Bast Pilchard 10 1986 2001 Bass Strait project in design phase; planned lie-in to existing
platform; initial Kipper funding began in 2005 following
execution of Memorandum of Understanding between co-
venturers; development of East Pilchard phase awaiting

o capacity in existing/planned infrastructure.

- Whiptail 3 2004 Progressing development co_nceth with planned subsea

tieback to existing Strait platform.

Canada

- Hebron 32 1999 2000 Progressing development concept with co-venturer following
resolution of the Joint Operating Agreement in 2005; recent
efforts focused on further technical evaluation of wells and
reservoir using seismic rﬁ)rocessmg and well core analysis;

_ initial project funding and engineering began in 2005.
Indonesia

- Cepu i) 1998 + 2001  Memorandum of Understanding and a Production Sharing
Contract were signed in 2005 that extend the license term for
30 years; other agreements are progressing with the
Government of Indonesia; initial project funding and
englneerln(r; began in 2001, with development anticipated
upon conclusion of negotiations.

- Namna 118 1981 » 1981 Intent to proceed to the next phase of development
communicated to government in 2004, discussions with
government on near-term development work plans are in
progress; further technical evaluation and gas marketing
activities were progressed in 2005. including discussions with
potential customers.

http://www.scc.gov/Archives/ctlgar/data/34088/000 U 9312506040951 /d 10k.htm 5/10/2007
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Nigeria

- Etoro-Isobo 9 2002 Offshore satellite development which will tie back toan
existing production facility.

- Other (5 projects) 15 2001 - 2002 Actively pursuing development of several additional offshore
satellite aiscoveries which will tie back to existing production
facilities.

Norway

- Lawrans 20 1995 -1999 Development awaitin cagggty in existing/planned
infrastructure; planned sunsea tieback to existing floating
production sysPem; evaluation of phased ullage filling
scenarios is progressing.

- Sxarv/ldun 21 1998 - 2002 Planned subsea tiehack to floating production system, the
export infrastructure and development I;olan was agreed to
with partners in 2005; submission of Plan of Development to
the government anticipated in 2006; initial project funding

_ and engineering began in 2005.
- Other (4 projects) 6 1992- 2002 Progressing several smaller North Sea developments.
Papua Nev. Guinea

-Hides b 1993 - 1998 Early engineering studies complete; negotiations with
customers on sales terms are in progress; initial project
funding and engineering began in 2004; reservoir "Tessure

_ data acquired in 2005 for ongoing technical evaluation.
Russia

- Sakhalin 1, Phase 3 26 1996- 1998 Actively progressing third phase of the .Sakhalin-1 project to
utilize c%oacny in facilities and infrastructure in Phase |;
Phase 1aevelopment underway with first production in 2005
and additional development drilling in 2006; progrcrsing
Phase 3 development concept with co-venturers and
government; plan to conduct further technical evaluation and
reservoir studies in 2006.

United Kingdom
- Phyllis 9 2004 éssessing co-development option with nearby 2005 Barbara
, iscovery.

-Puffin 37 1981 » 1986 Development awaiting capacity in existing infrastructure;
Ianlutgld tieback toexisting U.K. North Sea production
acility.

- Starling 8 2003 Planned subsca tiehack to existing U K North Sea facilities;

project funding anticipated in 2006.
- Other (2 protects) 3 2002 + 2003 Progressing smaller North Sea developments.
United States

- Point Thomson 28 1977 1980 ProgressirH development option consisting of tio-tn to
P_roposed aska gas pipeline; negotiation”? of gas pipeline
iscal terms wirh state of Alaska ongoing; conceptual
engineering planned for 2006.

Other
- Various (9 projects) 36 1979 2004 Projects primarily awaiting capacity in existing or planned

_ infrastructure.
Total (38 projects) S56l

hnp;/Amww.sce,gov/ Archives/edgar/data/34088/0001 19312500040951/d 10k htm 5/10/2007
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FASB STAFF POSITION

No. FAS 19-1

Tide: Accounting for Suspended Well Costs
Date Posted: April 4, 2005

1. Questions have arisen as to whether there arc circumstances that would permit the
continued capitalization of exploratory welll costs beyond one year, other than when
additional exploration wells are necessary to justify major capital expenditures and those
wells are under way or firmly planned for the near future

2. The Board directed the FASB staff to provide guidance on the accounting for
exploratory well costs and io propose an amendment to FASB Statement No. 19,
Financial Accounting and Reporting by Oil and Gas Producing Companies, accordingly.
The guidance in this FASB Staff Position (FSP) applies to enterprises that use the
successful efforts method of accounting as described in Statement 19.

Background

3. Paragraph 19 of Statement 19 requites costs of drilling exploratory wells to be
capitalized pending determination of whether the well has found proved reserves. If the
well has found proved reserves, the capitalized costs become part of the enterprise's
wells, equipment and facilities; if, however, the well has not found proved reserves, the
capitalized costs of drilling the well are expensed, net of any salvage value

4. In certain circumstances, an exploratory well finds reserves but those reserves cannot
be classified as proved when drilling is completed. To meet the classification of proved
reserves, tlic geological and engineering data must support with reasonable certainty that
the qu”nt-c;, Of reserves are recoverable under existing economic and operating
conditions (typically, pnees and costs at the date that the estimate is made). For example,
after reserves arc found, an enterprise may be required to obtain additional geological
information, government approvals, sales contracts, and project financing before the
enterprise can classify the reserves as proved.

5. Paragraphs 31- 34 of Statement 19 provide guidance on whether exploratory well
costs can continue to be capitalized when the well finds reserves but those reserves
cannot Lie classified as proved when drilling is completed. If reserves cannot be
classified as proved in an area requiring a major capital expenditure, paragraphs 31(a)
and 34 of Statement 19 require that the cost be earned as an asset provided that (a) there
have been sufficient reserves found to justify completion as a producing well if the

‘Exploratory wells tu | e Ioratory Jratigraphic well*, >sdefined in FASB Statement No. 19,
Financial Accounting. nd Reporting Esglland das producing Companies, are referred IocoIIectlveras

exploratory wells for puiposcs of ihw

FSP on Statement 19 (FSP FAS 19-)
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required capital expenditure is made, and (b) drilling of the additional exploratory wells
is under way or firmly planned for the near future. If either of those two criteria is n,t
met, the enterprise must expense the exploratory well costs.

6. For all other exploratory wells not addressed in paragraphs 31(a) and 34, paragraph
31(b) requires the capitalized costs to be expensed if the reserves cannot be classified as
proved after one year following the completion of drilling.

7. Application of paragraphs 31 and 34 of Statement 19 to the facts and circumstances
commonly faced by oil- and gas-producing companies in the current exploration and
development environment has become a concern. For example, exploration activities are
frequently performed in more remote areas, to greater depths, and in more complex
geological formations than the exploration activities that occuned when the FASB issued
Statement 19 in 1977. These changes in exploration activities have resulted in an
increased frequency of exploratory wells that successfully find reserves that cannot be
recognized as proved when drilling is completed and a lengthened evaluation period for
determining whether the reserves qualify as proved. There are diverse views on how an
enterprise should evaluate the criteria in paragraphs 31 and 34 in this changed
environment—specifically, the one-year capitalization period.

FASB Staff Position

8. The FASB staff believes that exploratory well costs should continue to be capitalized
when the well has found a sufficient quantity of reserves o justify its completion as a
producing well and the enterprise is making sufficient progress assessing the reserves and
the economic and operating viability oftire project2

Amendment to Statement 19

9 The Board has agreed to replace paragraphs 31-34 of Statement 19 with the
following;

Accounting When Drilling of cut Exploratory Well or an Exploratory-type Stratlgraphlc
Welt Is Completed

31. As specified in paragraph 19, the costs of drilling an exploratory well or an
exploratory-type stratigraphic well are capitalized as part of the enterprise’s
uncompleted wells, equipment, and facilities pending the determination of whether
the well has found proved reserves. If proved reserves are found, the capitalized costs
of drilling the well shall be reclassified as part of the costs of the enterprise's wells
and related equipment and facilities at that time, ffproved reserves are not found, the
capitalized costs of drilling the well shall be charged to expense. However, an
exploratory well or an exploratory-type stratigraphic well may be determined to have

2 Por purpases of this KSI', t project may include more than one exploratory well or (géolqratory-type
stratigntphic well if the reserves arc intended to be extiactod in a single integrated proaucing operation (for
example, the prr ducittg wells will opcmte with shared mfrastructurg1

FSP on Staterent (9 (FSP FAS 19-1)
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found oil and gas reserves, but those reserves cannot be classified as proved when
drilling is completed. In those cases, the capitalized drilling costs shal' itinue to be
capitalized if the well has found a sufficient quantity of reserves to justify its
completion as a producing well13 and the enterprise is making sufficient progress
assessing the reserves and the economic and operating viability of the project.lb
(Refer to paragraphs 32-34 for guidance on assessing whether an enterprise is
making sufficient progress on assessing the reserves and the economic and operating
viability ofthe project.)

31A. Ifeither of those criteria is not met, or if an enterprise obtains information that
raises substantial doubt about the economic or operational viability of the project, the
exploratory well or exploratory-type stratigraphic well shall be assumed to be
impaired and its costs, net of any salvage value, shall be charged to expense. Further,
an enterprise shal) not continue to capitalize exploratory well costs on the chance that
(a) current market conditions will change (for example, an increase in the market
price of oil or gas), or (b) technology will be developed to make the development of
the project economically and operationally viable

Progress on Assessing Reserves

32.  All relevant facts and circumstances shall be evaluated when determining
whether an enterprise is making sufficient progress on assessing the reserves and the
economic and operating viability of the project. The following are some indicators,
among others, that an enterprise is making sufficient progress. No single indicator is
determinative. An entity should evaluate indicators in conjunction with all other
relevant facts and circumstances.

X Commitment of project personnel who are at the appropriate levels and who
have the appropriate w'kills

b. Costs are being incurred to assess the reserves and their potential development

An assessment process covering the economic, legal, political, and

environmental aspects of the potential development is in progress

d. Existence (or active negotiations) of sales contracts with customers for the oil
and gas

e. Existence (or active negotiations) of agreements with governments, lenders, and
venture partners

f.  Outstanding requests for proposals for development of any required facilities

g. Existence of firm plans, established timetables, or contractual commitments,
which may include seismic testing and drilling of additional exploratory wells

h.  Progress is being made on contractual arrangements that will permit (uture
development

i. Identification of existing transportation and other infrastructure that, is or will be
available for the project (subject to negotiations for use).

33. Long delays in the assessment or development plan (whether anticipated or

unexpected) may raise doubts about whether (he enterprise is making sufficient
progress to continue the capitalization of exploratory well or exploratory-type

FSP on Staterent 19 (FSP FAS 19-1)
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Invoice Reference # 7782014
Registration Date:  May 16. 2007
Invoice Date: May 16, 2007
Issued By: PNWER
Event: 2007 PNWER 17th Annual Summit - Anchorage, Alaska (Copy)
Date/Time: Sunday, July 22, 2007 6:00 PM - Thursday, July 26. 2007 12:00 PM

The following individual(s) are registered for the event:

Reference #  Name Company/Organization ~ Type
7782014 Hon Craig Johnson Alaska State Legislature Legislator
Billed To:

Craig Johnson

Alaska State Legislature

716 West 4th Avenue, Suite 640
Anchorage, AK 99501

907-269-0200

rep _cra'gJohnson@ legis state ak.us

Event Fees Quantity Unit Price Amount
Legislator registration - Reminder to register for the tours from 1 $395 00 $39500

pnwer2007 org
Subtotal: $395.00
Total:  $395.00

Summary of Transactions Date Amount Balance
Transaction Amount 16-May-2007 $395.00 $395.00
Current Balance: $395.00

Payment Information

Payment Method: Bill My State/Prov
Code:
Payment Instructions:

You may pay by check or credit card Ifyou are a legislator you may request to have your state/prov. billed
Please send checks to PNWER 2200 Alaskan Way Suite 460 Seattle, WA 98121

Refund Information

Toapply tor a refund, type in the emai' address and the password used (or registration Followthe steps tor a refund request

Close this window
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I, the undersigned, an employee of the State of Alaska, do
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accurate reproductions of the original records of the State of
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and that it is the established policy and practice of this State to
microfilm its records and to dispose of the original documents

after microfilm reproductions have been made.
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H ouse Resources Committee

Alaska State Legislature
Representative Carl Gatto, Co-Chairman

May 25, 2007
To: (H) Resources Members
RE: Hearings

Anchorage LIO
Thursday June 7th 9;00am-5:00pm
« TAPS tariff proceedings before the FERC

¢ Oil pipeline integrity and corrosion
Both meetings will be teleconferenced

Based on comments from members lhave decided to hold hearings on these issues
Thursday, June 7Ilhto ensure maximum participation. Heanng materials will be available shortly.

Thank you.

CGlcr

Alaska State Capitol, Room 124 *Juneau, Alaska 99801
Committee Aide - Cody Rice
(907) 269-0220 phone « (907) 269-0221 fax
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BYEACSMILE fwithout attachments) and OVERNIGHT DELIVERY

Hon. Carl Gatto

Hon. Craig Johnson

Co-Chains, House Resources Committee
Alaska State Legislature

Alaska State Capitol

Juneau, Alaska 99801

Re:  Responses to Requests from June 7,2007 Meeting of House Resources
Committee

Dear Representatives Gatto and Johnson:

BP Exploration (Alaska) Inc. (“BPXA?”) appreciates the opportunity to respond to several

requests from the June 7, 2007 meeting ofthe House Resources Committee. Please find below
the answers to each ofthe Members’ request’, which we have reproduced for your convenience.

Requests from Rep. Seaton

Requests from September 2006 Memoranda

Rep. Paul Seaton posed four questions to BPXA in two memoranda, ckted September 7,

2006 and September 14, 2006.i/

L.

nerwas not done pr VIOUS Sta |o #1 could not

u[p umeo H tlts ratlon g/st erar angements were
not ma e oaternaHve atvo Ume o ge Irequeste any BP
correspondence with TAP ont e ISSUe.

Gpeae e PHUGhoE iy Ut g ke o (L T e etk o

I re%uested from BP venflcau?n of |nformat|on F[thag7 has circulated t (swat tme cl(ﬁan

As Rep. Dahlstrom explained at the June 7 meeting, these requests were not originally addressed to BPXA

in September 2006. BPXA was provided a copy of the requests shortly before the June 7 meeting.
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TAPS requires a substantial expenditure and agoressive cleaning pig.and smart
pIgainp S ﬂe Ule s ouﬂlne(J (mpt ememoranéigr%]e?S [Question fr%g eptember 7,

2006 memorandum, ‘Transit Lines and TAPS Pigging Schedules”]

As | explained in my testimony at the June 7 meeting, the frequency ofpigging” on the
oil transit lines (“OTLs”) in the Prudhoe Bay Unit (“PBU”) and on the Trans-Alaska Pipeline
System OTAPS”) may differ due to anumber of factors, including operational requirements and
for corrosion management reasons. As | described at the June 2007 meeting, BPXA runs
maintenance pigs frequently on North Slope production lines and employs full-time crews

dedicated to those pigging operations.

The sales-quality crude oil in the PBU OTLs is n*t “he same market oil” flowing
through the TAPS. Indeed, the primary reason that the Alyeska Pipeline Service Company
(“Alyeska”), which operates the TAPS, runs maintenance pigs at the frequency Rep. Seaton
notes is that the TAPS market oil is a combination of crude oil from a wide number of different
North Slope fields and operators. Some ofthese oils are prone to develop paraffin that can tbmi
on the interior ofthe pipeline. Overthe approximately 800-mile length ofthe TAPS, this
paraffin can, when the temperature drops, reduce the efficiency ofthe pipeline hydraulics
system. Maintenance pig runs are thus required at more frequent intervals to combat the paraffin
build-up. BPXA’s approach to maintenance pig runs is consistent with Alyeska*s flow regime
strategy for lines on which, for example, paraffin build-up or temperature present issues. In
comparison to the TAPS however, the PBU OTLs, which are only eight miles long on either side
of Pump Station 1, cany crude oil that is relatively sweet, runs at higher temperatures, and does
not contain high levels of paraffin.

As | further testified at the June 7 meeting, in-line inspections are typically undertaken to
provide information as to the integrity ofaline. BPXA has historically monitored the 16-milc
section ofthe PBU OTL system via several inspection techniques, including in-line inspection
and external ultrasonic inspection. Itis an industry-accepted practice to use ultrasonic inspection
techniques where the lines are readily accessible above ground and arc relatively short in length.
The TAPS system is, as noted, approximately 800 miles long, and approximately 50% ofthe line
is buried below ground level. Those ciicumstances make in-line inspection the only practical
means ofinspection.

Regarding Rep. Seaton’s statements about Pump Station #1, BPXA respectfully submits
several points of clarification. First, cleaning pig runs were “done previously," i.e., prior to the
runs in 2006 to which Rep. Seaton appears to refer, on the PBU OTLs. Second, based on
experience from those prior cleaning pig runs in the Eastern Operating Area (“EOA”) in the
early 1990s in which some scale flakes or chips collected in the screensl of Pump Station #1,

v “Pigging" encompasses three different types of activities: runs by cleaning pigs, rant by maintenance pigs
(which are a type of cleaning pig that are used both to ensure that lines arc clean and for other operational reasons),
and in-line inspection (colloquially known as “smart pigging").

- Pump Station tfl does not have a “filtration system."

US1DOCSSIWACBW
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there was some discussion between BPXA and Alyeska in 2006 about the potential presence of
solids4' in fixture pigging runs.- Third, it is not the case that “other arrangements were not made"
to address this potential issue. To the contrary and among other things, modifications were made
to Tank 110 in 2006 to allow it to handle any solids that were returned as aresult of pigging
runs, and a series ofruns were completed in 2006.~ Finally, subsequent pigging runs did not
result in a particularly high “volume ofsludge.” Indeed, Alyeska assessed the pigging returns
sentto Tank 110 during those 2006 pigging activities and reported a total of only 32 barrels of
sediment and 292 barrels ofwalcr recovered for all the EOA (Flow Stauon (“FS”) 2-to-Skid 50)
and Western Operating Area (“WOA?”) (Gathering Center (“GC”) 1-to-Skid 50) OTLs.1' These
totals are well within the base, sediment & water (“BS&W ”) specifications for the amount of oil
that has been shipped through those lines.

2. Wewauld liket seeaco and analysis pf the ress data foy the piggin
8gerat|ons_?n B%_transn In%% (ﬁ) a| 2(% Qg/e WU I& Pﬁgg :
termine I anx r]crease ssure Nee 0WN a BGWII a lot of
COﬂtflmlqat on bullt up cou avecanse orp e|n the su sequent
plpe INE 1€aKs. [Request from September 14,2006 memorandum “BP Transit lines
pigging information request”]

This request appears to assume a condition that did not exist. As described in response to
Question 1, Alyeska assessed pigging returns from the 2006 pigging activities on the EOA and
WOA OTLs and reported minimal returns of sediment and water. Similarly, when BPXA
maintenance-piggcd the Lisbume Production Center (“LPC”) OTL (another North Slope OTL
not part of the PBU) in 2006, the runs returned minimal solids (less than 5 gallons) and revealed
minimal damage.

BPXA does not believe that pressure in the lines played arole in the OTL leaks in 2006.
BPXA’s analysis ofthe pipeline operating pressures associated with its extensive pigging
operations in the WOA and EOA OTLs in 2006 shows no significant increases in pressure

: _For purposes of these responses, “solids" means material in the lines that contains both organic and
inorganic matter.

A BPXA is providing correspondence (without attachments, which in many cases arc Voluminous) with
Alyeska that it has identified regarding this issue. BPXA has not conducted a forensic search of correspondence b it
believes it has identified the principal communications on this nutter. This correspondence is attached hereto as
Exhibit 1and bears the Bates labels BPXA-AKLEGISOO0001-29.

a See. e.g., Letter from Jerry Brossia, State of Alaska Joint Pipeline Office, to Robert I. Shoaf, Compliance
Officcer for Myeska, copying Nolan Heath, et al. (ScpL 27,2006) (Sreflectmg approval for Alyeska to modify Tank
110. as described) (attached hereto as Exhibit 2). This correspondence bears die Bates labels BPXA-
AKLEGISOOOOSO 31

2 See Letter from Joynor, Alyeska Vice President of Oil Movements, to Brossla and Michael Thompson,
Slate of Alaska Joint Pipeline Office (Dec. 20, 2006) (attached hereto as Exhibit 3). This correspondence bears the
Bates labels BPXA-AKLEGIS000032-43. BPXA did not pig the segment of the WOA OTL fromGC2 to GC1; »5ii;
segment (also known as"0171") was nstead removed from service and decommissioned.

LSJIDOCS «294402vl
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Figure 2. EOA: FS2-to-FSI OTL, hourly average pressure data overlaid with pigging events.

Figure 3. EOA: FSI-to-Skid SO OTL, hourly average pressure data overlaid with pigging
events.

OS2 URI
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Figure 2. EOA: FS2-to-FSI OTL, hourly average pressure data overlaid with pigging events.

Figure 3. EOA: FSI-to-Skid 50 OTL, hourly average pressure data overlaid with pigging
events.

USIOOCSHMM' vJ



Hon. Ciri O»uo
Hoa. Crtig Johnson
Augu|t2 2007

Ptge6

Figure 4. WOA: GClI-to-Skid SOOTL, 5-minute average pressure data overlaid with pigging
events.

3. Please provjde thecfrp tee with a two- ear mmar fthe oeon
transit glpe Ines In fielcs that BP oPerae Wor Wlde Peas
examples of the plggmg frequency n other BP operated fiel s res mllar to the
Prudnoe Bay ns transit lines.

We h%)/een?e(er%t?lre%de\(lj\llenﬁg{/@ ;e!%n otr%%a jnradt IengH TL Qf(P ﬁaCt ?flesrte% o?l an(Jq
8?1 dC arac§erlstlcs that require qiffe ures but now Please

erstanding 1s.regular. p notrggﬁ ol Ve examples o?s%uh
Specity an p?owde e OFUN reasons for SLch a ow Mantenance Geteimination,

[Request from September 14, 2006 memorandum]

As Rep. Seaton notes, each field has different characteristics, including the type and
quality ofcrude produced; the weather conditions and terrain in which the field is located; the
level of pressure needed to move crude through pipelines; and whethci the pipelines must be
buried below ground or travel through water. The pipelines themselves are in turn specific to the
field; among other things, pipelines dilfer in terms of metallurgy and size. These differences, in
both fields and pipelines, are all part of the calculus that informs decisions about the maintenance
procedures used on any given pipeline, including decisions whether and when to run cleaning
and/or maintenance pigs and/or to conduct in-line inspections. As noted above in response to
Question 1, BPXA’s cleaning and ma:ntcnancc pig data on the PBU OTLs show that there has
been very little sediment b tild-up in them over time.

LBOOUES «RB
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BPXA has previously explained that there are two different types of pipelines in the PBU
that cany crude oUr OTLs, which cany sales quality oil downstream of processing facilities, and
flow lines (sometimes also known as “production gathering lines”), which carry multi-phase
flow from well heads to processing facilities. The leaks in 2006 occurred in the EOA and WOA
OTLs, which are large-diameter, low-stress, above-ground lines. BPXA operates no other large-
diameter, low-stress, above-ground OTLs and is notaware of any such lines being operated by
any affiliate. Meaningful comparison to other lines of different sizes that are used in different
service, under different conditions, and to transport oil of different quality and/or composition is

thus not possible.

BPXA understands Rep. Seaton's statement regarding standard industry practice to refer
to maintenance pigging. As BPXA has previously explained, it is not aware of any industry
standard or recommended industry practice with respect to cleaning or maintenance pigging.

4, fs Wias the fact that éhe Prudboe Bay tra 3|tl|n S Weye carr mgllmlch tess than design

éJmescombT wﬂh%hel ea att |ne lameter ¢ lild be reduced b

slu e_accT atron withou ncreasm ressure or otherwlse|m actnl the
ﬁP tlonal efficl ncy{orthe Ine cons erat |nmedeterm|nat|onn t to clean or
amtenance p|gt ranSIt |IneS [Question from September 14,2006 memorandum]

BPXA has not identified any correlation between nperational efficiency of the OTLs and
the potential for reduced cross-sectional area, and that potential was not a consideration in the
maintenance strategy of the OTLs. BPXA has also not observed any appreciable change in the
operating pressure of the system due to the accumulation of solids.

The flow in the OTLs has naturally lost velocity over time as a result o f the declining
production of the field, and any change in cross-sectional area of the OTLs would likely have
been masked by this natural decline in output. In any event, prior to the leaks BPXA saw no
indications of restrictions in the line that might have led to reduced throughput.

BPXA’s post-leak analysis bears out these observations. Even the igh BPXA
understands, in retrospect, that the reduction in volume of oil may have contributed to the
circumstances that led to the leaks in the OTLs in 2006, the reduction in the cross-sectional area
of the lines due to build-up of solids was relatively minor during the 10-year period prior to the
2006 leaks. As discussed above in response to Question 1, cleaning and maintenance pigging of
the OTLs in 2006 revealed very little sediment build-up over time.

LHOSeMAWI
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Oral Questions from June 7 meeting

Rep. Seaton posed the following questions at the hearing on June 7;

b What gercenta e ofthe Imes that BP Isoperatmg In the Pruchoe Bay Unit will the
18 smart pig runs in 201/ encompass?

Of the 18 in-line inspections that BPXA has planned for 2007,16 arc being performed on
PBU pipelines; the others are being performed on a Badami pipeline and a MiJne Point Unit
pipeline. These 16 PBU pipelines account for 10% (16 of 164) of all PBU pipelines transporting
crude oil (both flowlines and OTLs)."

6. HasBP hilled Con coor on for the repairs and the ain enanceth s fr
b R R

BPXA’s working interest owner partners, ExxonMobil ?.id ConocoPhillips, have
approved the funds and arc making payments for the spill resr jnse, subsequent inspections, and
bypass construction. BPXA has submitted an Authorization for Expenditure request for the OTL
replacement to ExxonMobil and ConocoPhillips, and that request is under review. Neither
ExxonMobil nor ConocoPhillips has refmed to pay any bills sent to them regarding any of these

activities.

Question from Rep. Johnson at June 7 meeting

7. Wil the costs of(eplacemgnt ofthe a ected tmes be treated as a tax deduction
under fthe Petroleum Production Tax] by BP?

BPXA has previously provided a written response to this question. On February 15,
2007, Doug Suttles, President of BPXA, submitted a letter on this subject to the Honorable
Members of the Alaska State Legislature. A copy of that letter is attached hereto as Exhibit 4.
This correspondence bears the Bates labels BPXA-AKLEGIS000044-45.

A The lout number of pipelines docs not include facility plplng or well lines, which, due to the nature of T"ir
construction (i.e.. they are of smaller diameter and shorter lengths and include sharp bends), cannot readily be in-line

inspected using cunem technology.

BOS3aUEBE
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Question from Rcd. Fairclough. whp_attended the June 7 meeting of the Committee, joined by
Rep. Seaton

s.  Arethe Feconstructmnslofthe affected OTLs b%n)qf%hegge amlt e

g}escl}r]e%net e? (? 20, &rﬁStora PR ectt and rate Canglrﬁ tions

%suc a charge
In the

ture esyltint eDR Rfund being hit tv\nce or
removaﬁl { ofa portlon o%the ?ne andl for the expense of cheating a ng/v Ing?

When oil and gas assets are constructed, an estimate of the costs for DR&R of those
assets is established as a future obligation (or “liability”) by the corporation owning the assets
and recorded as a provision on its balance sheet. The DR&R provision is an accounting entry
and does not represent the establishment of a specific “fund” or escrow account. When the
assets (or a portion of the assets) are removed, the actual costs incurred in the related DR&R
activity are charged against this provision such that the total DR&R provision for the assets (or
portion of the assets) will decrease. 'When a new pipeline is installed, the DR&R provision is
increased to reflect the new obligation associated with the new pipeline. Thus, in the case of the
replacement of the PBU OTLs, the provision wjll be reducer vith respect to the old pipeline and
increased with respect to the new pipeline. This accounting treatmentis in accordance both with
U.S. Generally Accepted Accounting Principles and BPXA’s internal accounting policy.

Wi ith regard to Rep. Fairclough’s question about the Federal Energy Regulatory
Commission (‘TFERC”) and future rate calculations, the PBU OTLs are not common carrier
pipelines and thus are not subject to FERC tariffs. The costs to remove and/or replace these
OTLs will therefore not impact tariff rales.

* * *

These responses contain highly sensitive, private business information and documents.
Accordingly, BPXA believes that the State is required to treat and maintain this letter and these
documents as confidential under the commercial privacy protection afforded by Article L Section
22 of the Alaska Constitution; AS 40.25.120(a)(4); and AS 40.25.120(b)(6). BPXA respectfully
requests that the confidentiality of this letter and these documents be preserved and that, if you
wish to consider whether any of this information or these documents should be made public,
BPXA be provided 60 days notice prior to any such disclosure to any third party, including other
governmental entities.

USIOOCS 62*M02\J
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Please feel free to call me if | may be of further assistance.

Sincerely,

~fony Brock, Technical Director
BP Exploration (Alaska), Inc.

Attachments: as stated

cc: Hon. Charlie Huggins, Chair, Senate Resources Committee
Hon. Paul Seaton
Hon. Anna Fairclough (by overnight delivery only, without exhibits)

HOmS<MRJ



ALASKA STATE HOUSE OF REPRESENTATIVES

Interim Address:
34b W. Sterling Hwy
Suite 102B
Homer AK 99603
(907)-235-2921
Fax# (907)-235-4008
REPRESENTATIVE PAUL SEATON
DISTRICT 35

Memorandum

From: Rep. Paul Seaton

To: House Resources Co-Chair Rep. Ralph Samuels
House Resources Co-Chair Rep. Jay Ramras
Senate Resources Chair Sen. Tom Wagoner

Date: September 7, 2006

Re: Transit Lines and TAPS Pigging Schedules

Session:
(907)-465-2689
FAX# (907) 465-3472
State Capital
Room 102

BP testified to the Joint House and Senate Resources Committee meeting on August 18th that
they did not th> ,k they needed to pig clean and smart pig the transit lines because they were
handling market ready oil - that is oil with the majority of the water and contaminants removed.

However, other information has circulated that the clean pigging was not done previously

because TAPS Pump Station #1 could not handle the built-up volume of sludge with its filtration

system and other arrangements were not made to alternatively handle that volume of sludge.

1

requested from BP verification of that information and any BP correspondence with TAPS on the

issue at the last meeting and am awaiting a response.

Additional information available from Alyeska Stakeholders Information Office published

August 2006 entitled “Pigging the Trans Alaska Pipeline System” says that “cleaning pigs run

weekly or every other week, smart pigs are scheduled every three years....” and
of operation. 60 smart pigs have been run to inspect the pipeline."

“...in 29 years

Please submit the following question for an answer at the next Resources meeting: since BP is an
owner of Alyeska. how can itjustify not pigging the transit lines it operates in the Prudhoc Bay
unit handling market oil while the same market oil in TAPS requires a substantial expenditure

and aggressive cleaning pig and sma pigging schedule as outlined above?



ALASKA STATE HOUSE OF REPRESENTATIVES

Interim Address:
345 W. Sterling Hwy
Suite 102B
Homer AK 99603
(907)-235-2921
Fax# (907)-235-4008
REPRESENTATIVE PAUL SEATON
DISTRICT 35

Memorandum

From: Rep. Paul Seaton

To: House Resources Co-Chair Rep. Ralph Samuels
House Resources Co-Chair Rep. Jay Raniras
Senate Resources Chair Sen. Tom W agoner

Date: September 14, 2006

Re: BP Transit lines pigging information request

Session:
(907)-465-2689
FAX# (907) 465-3472
State Capital

Room 102

Please submit the following requests for information to BP for so we can have a discussion of

the matter at the next Resources meeting:

1. We would like to see acopy and analysis of the pressure log data for the pigging operations

on BP transit lines in 1992 again in 2006. We would like to determine if any increased

pressure needed to move a pig down a line with a lot of contamination built up could have

caused or played a role in the subsequent pipeline leaks.

2. Please provide the committee with a two-year summary of the pigging done on transit

pipelines in fields that BP operates worldwide. Please specify which examples of the pigging

frequency in other BP operated fields are similar to the Prudhoc Bay NS transit lines.

We have been provided information that standard industry practice is to pig often to prevent problems.
We have been informed that each field has different oil and gas characteristics that require different
procedure mt nowhere to our understanding is regular pigging not done. If you have examples of such,
please specify and provide details of the reasons for such a low maintenance determination.

3. Was the fact that the Prudhoe Bay transit lines were carrying much less than design volume combined
with the idea that the pipeline diameter could be reduced by sludge accumulation without increasing
pump pressure or otherwise impacting the operational efficiency of the line a consideration in the

determination not to clean or maintenance pig the trans.t lines?
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BYEACSTMILE fuithout attachments) and OVERNIGHT DELIVERY

Hon. Carl Gatto

Hon. Craig Johnson

Co-Chairs, House Resources Committee
Alaska State Legislature

Alaska State Capitol

Juneau, Alaska 99801

Re: Resrﬁ?nnlseeseto Requests from Tune 7,2007 Megting of House Resources

Dear Representatives Gatto and Johnson:

BP Exploration (Alaska) Inc. (“BPXA”) appreciates the opportunity to respond to several
requests from the June 7, 2007 meeting ofthe House Resources Committee. Please find below
the answers to each ofthe Members’ requests, which we have reproduced for your convenience.
Reoncsts from Rep. Seaton

Requests from September 2006 Memoranda

Rep. Paul Seaton posed four questions to BPXA in two memoranda, dated September 7,
2006 and September 14, 2006.17

L lre uested from BPvern‘lcau?n oflnformatlo&[that has circulate ta m (ﬁan

ﬁ]g% V\{jas 0 udnqg% QOUS It tsl%sfratlon %{n éwsatr?él%rt]h“é'rg I7an nements Were

not ma(} [p ﬂernakv? g thnt volume 0 X ugge | requeste angl BP
corresponaence with TAPS on the Issuie.

Since BP is an owner of Alyeska, how an itjus t the transit lines |t
operates in the Prugﬁoe Ba/y unit hand Ing mar w tol V\ﬁa {hqe same market 0|| In

] As Rep. Dahlstrom explained at the June 7 meeting, these requests were not originally addressed to BPXA
in September 2006. BPXA was provided a copy of the requests shortly before the June 7 meeting.
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TAPS requires a substantial expenditure and agoressive cleaning pig and smart
p|gg|ng S%He Ule ds OU'[ me(! % t?]e memoranggﬁ]ﬁ [Question frgoglgSeptem ber 7,

2006 memorandum, “Transit Lines and TAPS Pigging Schedules™]

As | explained in my testimony at the June 7 meeting, the frequency of pigging*' on the
oil transit lines (“OTLs”) in the Prudhoe Bay Unit (“PBU”) and on the Trans-Alaska Pipeline
System 'TAPS”)may differdue to anumber of factors, including operational requirements and
for corrosion management reasons. As | described at the June 2007 meeting, BPXA runs
maintenance pigs frequently on North Slope production lines and employs full-time crews
dedicated to those pigging operations.

The sales-quality crude oil in the PBU OTLs Is not “the same market oil” flowing
through the TAPS. Indeed, the primary reason that the Alyeska Pipeline Service Company
(“Alyeska™), which operates the TAPS, runs maintenance pigs at the frequency Rep. Seaton
notes is that the TAPS market oil is a combination ofcrude oil from awide number of different
North Slope fields and operators. Some ofthese oils are prone to develop paraffin that can form
on the interior ofthe pipeline. Over the approximately 800-mile length ofthe TAPS, this
paraffin can, when the temperature drops, reduce the efficiency ofthe pipeline hydraulics
system. Maintenance pig runs are thus required at more frequent intervals to combat the paraffin
build-up. BPXA’s approach to maintenance pig runs is consistent with Alyeska’s flow regime
strategy for lines on which, for example, paraffin build-up or temperature present issues. In
comparison to the TAPS however, the PBU OTLs, which are only eight miles long on either side
of Pump Station 1, carry crude oil that is relatively sweet, runs at higher temperatures, and does
not contain high levels of paraffin.

As | further testified at the June 7 meeting, in-line inspections are typically undertaken to
provide information as to the integrity of a line. BPXA has historically monitored the 16-milc
section ofthe PBU OTL system via several inspection techniques, including in-line inspection
and external ultrasonic inspection. Itis an industry-accepted practice to use ultrasonic inspection
techniques where the lines are readily accessible above ground and arc relatively short in length.
The TAPS system is, as noted, approximately 800 miles long, and approximately 50% ofthe line
is buried below ground level. Those circumstances make in-line inspection the only practical
means of inspection.

Regarding Rep. Seaton’s statements about Pump Station #1, BPXA respectfully submits
several points of clarification. First, cleaning pig runs were “done previously,” /.e., prior to the
runs in 2006 to which Rep. Scatoc appears to refer, on the PBU OTLs. Second, based on
experience from those prior cleaning pig runs in the Eastern Operating Area (“EOA”) in the
early 19f0s in which some scale flakes or chips collected in the screens2 of Pump Station #1,

v “Pigging" encompasses three different types of activities: runs by cleaning pigs, runs by maintenance pigs
(which are a type of cleaning pig that are used both to ensure that lines arc clean and for other operational reasons),
and in-line inspection (colloquially known as “smart pigging”).

- Pump Station #1 does not have a “filtration system."

USIDOCS <HWA02v
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there was some discussion between BPXA and Alyeska in 2006 about the potential presence of
solids4 in future pigging runs.- Third, it is not the case that “other arrangements were not made"
to address this potential issue. To the contrary an > among other things, modifications were made
to Tank 110 in 2006 to allow it to handle any solids that were returned as aresult ofpigging
runs, and a series of runs were completed in 2006.fi/ Finally, subsequent pigging runs did not
result in a particularly high “volume ofsludge.” Indeed, Alyeska assessed the pigging returns
sentto Tank 110 during those 2006 pigging activities and reported a total of only 32 barrels of
sediment and 292 barrels o f water recovered for all the EOA (Flow Station (‘TS™) 2-to-Skid 50)
and Western Operating Area (“WOA?”) (Gathering Center (“GC”) 1-to-Skid 50) OTLs.- These
totals are well within the base, sediment & water (“BS&W ) specifications for the amount of oil
that has been shipped through those lines.

2 Wew uld like seeaco and analysis pf the ress data for the piggin
8gera OHS? é% transnd £S m%@ gal 2(% € Wou |IE Pﬁgg ’
termine | anty) r]crease ssure (166 ? oWn d BEWII a lot of
contfimmat on oulltup COU ave canse orp ofe In the su sequent
p|pe Ine |ea S, [Request from September 14,2006 memorandum “BP Transit lines
pigging information request”]

This request appears to assume a condition that did not exist. As described in response to
Question 1, Alyeska assessed pigging returns from the 2006 pigging activities on the EOA ar’
WOA OTLs and reported minimal returns of sediment and water. Similarly, when BPXA
maintenance-pigged the Lisbumc Production Center (“LPC”) OTL (another North Slope OTL
not part of the PBU) in 2006, the runs returned minimal solids (less than 5 gallons) and revealed
minimal damage.

BPXA does not believe that pressure in the lines played a role in the OTL leaks in 2006.
BPXA’"' analysis ofthe pipeline operating pressures associated with its extensive pigging
operations in the WOA and EOA OTLs in 2006 shows no significant increases in pressure

For purposes of these responses, "solids" means material in the lines that contains both organic and
inorganic matter.

BPXA is providing correspondence (without attachments, which in tinny cases ar¢ voluminous) with
Alyeska that it has identified regarding this issue. BPXA has not conducted a forensic search of correspondence but
believes it has identified the principal communications on this nutter. This correspondence u attached hereto as
Exhibit 1 and bears the Bates labels BPXA-AKLEGISOOO001-29.

See, e.g., Letter from Jerry Brossia. State of Alaska Joint Pipeline Office, to Robert I. Shoaf, Compliance
Officer for Alyeska. copying Nolan Heath, et al. (Sept. 27,2006) (reflecting approval for Alyeska to modify Tank
110. as described) (attached hereto as Exhibit 2). This correspondence bears die Bates labels BPXA-
AKLEGIS000030-31

z See Letter from Joynor, Alyeska Vice President of Oil Movements, to Brossia and Michael Thompson,
Slate of Alaska Joint Pipeline Office (Dec. 20,2006) (attached hereto as Exhibit 3). This correspondence bears the
Bates labels BPXA-AKJLEGIS000032-43. BPXA did not pig the segment of the WOA OTL from GC2 to GC1,; this
segment (also known as “OT2!") was instead removed from service and decommissioned.

LS| DOCS «2?44K»J
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Figure 2. EOA: FS2-to-FSI OTL, hourly average pressure data overlaid with pigging events.

Figure 3. EOA: FSI-to-Skid SO OTL, hourly average pressure data overlaid with pigging
events.
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Figure 2. EOA: FS2-to-FSI OTL, hourly average pressure data overlaid with pigging events.

Figure 3. EOA: FSI-to-Skid 50 OTL, hourly average pressure data overlaid with pigging
events.

USIDOCS 6204402\3
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Figure 4, WOA: GCl-to-Skid SOOTL, 5-minute average pressure data overlaid with pigging
events.

3. Please provide the committee with a two-year summary of the pigging done on
trans?t%lpeﬁnes In f?eT t‘]at BP oPerae worwmde y?afg Ee%? lec
examples of the 9|n%1freguency n other BP operated fle s are similar to the
Prudnoe Bay NS transit lings

We have beenlﬂrowded information th tsta dmd Sﬂ}f dp actl |sto ofttaw
to pr %vent ems, \We haye dﬁ? orme atec feren
H characteristics that require di ergnt ro%edurs Ut now Fret?ouh
nderstan mp 15.req arpgg p}g not don OH alve examples ot su

Specity and provide tetail reasons fors a [ow maintenance dete

[Request from September 14, 2006 memorandi u]

Please
mination.

As Rep. Seaton notes, each field has different characteristics, including the type and
quality of crude produced; the weather conditions and terrain in which the field is located; the
level of pressure needed to move crude through pipelines; and whether the pipelines must be
buried below ground or travel through water. The pipelines themselves are in turn specific to the
field; among other things, pipelines differ in terms of metallurgy and size. These differences, in
both fields and pipelines, are ail part of the calculus that informs decisions about the maintenance
procedures used on any given pipeline, including decisions whether and when to run cleaning
and/or maintenance pigs and/oi to conduct in-line inspections. As noted above in response to
Question 1, BPXA’s cleaning and maintenance pig data on the PBU OTLs show that there has
been very little sediment build-up in them ovc time.

USIDOCS «VM02v3
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BPXA has previously explained that there are two different types of pipelines in the PBU
that carry crude oil: OTLs, which carry sales quality oil downstream of processing facilities, and
flow lines (sometimes also known as “production gathering lines”), which carry multi-phase
flow from well heads to processing facilities. The leaks in 2006 occurred in the EOA and WOA
OTLs, which are large-diameter, low-stress, above-ground lines. BPXA operates no other large-
diameter, low-stress, above-ground OTLs and is not aware of any such lines being operated by
any affiliate. Meaningful comparison to other lines of different sizes that arc used in different
service, under different conditions, and to transport oil of different quality and/or composition is
thus not possible.

BPXA understands Rep. Seaton’s statement regarding standard industry practice to refer
to maintenance pigging. As BPXA has previously explained, it is not aware of any industry
standard or recommended industry practice with respect to cleaning or maintenance pigging.

4 ?sthefactthatéhe Pruﬁho Bay tra 3|tI|n S Were carryin rchh less than design
Hmescomblp wﬂh%el ea att |ne lameter cOuld he reduced b

slu e.aCCLi aI|onw¥ ou Jncreasm ressureorot erwise Im actlr] the

%3 tional e |C|e}r]1c>{ the Ine cons rat mthedetermmatlonn t10 clean or

amtenance p|gt e ranSIHIneS [Question from September 14,2006 memorandum]

BP XA has not identified -my correlation between operational efficiency of the OTLs and
the potential for reduced cross-sectional area, and that potential was not a consideration in the
maintenance strategy of the OTLs. BPXA has also not observed any appreciable change in the
operating pressure of the system due to the accumulation of solids.

The flow in the OTLs has naturally lost velocity over time as a result o f the declining
production of the field, and any change in cross-sectional area of the OTLs would likely have
been masked by this natural decline in output. In any event, prior to the leaks BPXA saw no
indications of restrictions in the line that might have led to reduced throughput

BPXA’s post-leak analysis bears out these observations. Even though BPXA
understands, in retrospect, that the reduction in volume of oil may have contributed to the
circumstances that led to the leaks in the OTLs in 2006, the reduction in the cross-sectional area
of the lines due to build-up of solids was relatively minor during the 10-year period prior to the
2006 leaks. As discussed above in response to Question 1, cleaning and maintenance pigging of
the OTLs in 2006 revealed very little sediment build-up over time.

USIDOCS 62>4)0:vJ
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» Oral questions from June 7 meeting

Rep. Seaton posed the following questions at the hearing on June 7;

What percentage of the lines that BP Is operating In the Prudhog Bay Unit wil the
18snPart plng rﬂns }cn 2007 encompass? PEIEng Y

Of the 18 in-line inspections that BPXA has planned for 2007,16 arc being performed on
PBU pipelines; the others are being performed on a Badami pipeline and 1Miloe Point Unit
pipeline. These 16 PBU pipelines account for 10% (16 of 164) of all Dr J pipelines transporting
crude oil (both flowlines and OTLs).1*

6. HasBP billed Conoco or Exxon for the repairs andt ena cethg i’irgs
tpes utdown, the pass eand those alrs et? i/ i fen I f
Bﬂ%ng%n turne do they havent nb| ed en [is BP] planning on

or that?

BPXA’s working interest owner partners, ExxonMobil and ConocoPhillips, have
approved the funds and arc making payments for the spill response, subsequent inspections, and
bypass construction. BPXA has submitted an Authorization for Expenditure request for the OTL
replacement to ExxonMobil and ConocoPhillips, and that request is under review. Neither
ExxonMobil noi ConocoPhillips has refused to pay any bills sent to them regarding any of these
activities.

Question from Rep. Johnson at June 7 meeting

7. \Wil| the costs of{eplacemgnt of the a ectedUnesbe treated as a tax deduction
under fthe Petroletm Production Tax] by BP?

BPXA has previously provided a written response to this question. On February 15,
2007, Doug Suctles, President of BPXA, submitted a letter on this subject to the Honorable
Members of the Alaska State Legislature. A copy of that letter is attached hereto as Exhibit 4.
This correspondence bears the Bates labels BPXA-AKLEGIS000044-45.

" The toul number of pipelines does not include facility piping or well lines, which, due to the nature of their
construction (i.e., they are of smaller diameter and shorter lengths and include sharp bends), cannot readily be in-line
inspected using cument technology.

US1DOCS 62M402*3
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Question from Rod, Fairclough, who attended the June 7 meeting of theCommiittce, joined by
Rep. Seaton

8.  Arethe Feconstrucﬂons of the affected OTLS bei hzggedf amll e

glsman ?Uﬂﬁam it &rﬁ Jacha ‘DR&% &H FER al rate Caqglrﬁ tions

ecrease the suchac are
mthe? ﬁe fund bel f twice, Tor

removaT {a port?()uA O? the flne al %Ffr H]G EXPENSE 0 reatmg al ||ne

When oil and gas assets are constructed, an estimate of the costs for DR&R of those
assets is established as a future obligation (or “liability”) by the corporation owning the assets
and recorded as a provision on its balance sheet. The DR&R provision is an accounting entry
and does not represent ihc establishment of a specific "fund” or escrow account. When the
assets (or a portion of the assets) are removed, the actual costs incurred in the related DR&R
activity are charged against this provision such that the total DR&R provision for the assets (or
portion of the assets) will decrease. When a new pipeline is installed, the DR&R provision js
increased to reflect the new obligation associated with the new pipeline. Thus, in the case of the
replacement of the PBU OTLs, the provision wjli be reduced with respect to the old pipeline and
increased with respect to the new pipeline. This accounting treatment is in accordance both with
U.S. Generally Accepted Accounting Principles and BPXA’s internal accounting policy.

With regard to Rep. Fairclough’s question about the Federal Energy Regulatory
Commission (m'FERC") and future rate calculations, the PBU OTLs are not common carrier
pipelines and thus are not subject to FERC tariffs. The costs to remove and/or replace those
OTLs will therefore not impact tariff rates.

* * ¢

These responses contain highly sensitive, private business information and documents.
Accordingly, BPXA believes that the State is required to treat and maintain this letter and these
documents as confidential under the commercial privacy protection afforded by Article 1, Section
22 of the Alaska Constitution; AS 40.25.120(a)(4); and AS 40.25.120(b)(6). BPXA respectfully
requests that the confidentiality of this letter and these documents be preserved and that, if you
wish to consider whether any of this information or these documents should be made public,
BPXA be provided 60 days notice prior to any such disclosve to any third party, including other
governmental entities.

USIDOCS M94402v)
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Please feel free to call me if | may be of further assistance.

Sincerely,

/fony Brock, Technical Director
BP Exploration (Alaska), Inc.

Attachments: as stated

cc: Hon. Charlie Huggins, Chair, Senate Resources Committee
Hon. Paul Seaton

Hon. Anna Fairclough (by overnight delivery only, without exhibits)

USIt>0CS <294*02v]
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Juneau, Alaska 99801 Wasilla, AK 99654
Phone: (907) 465-3743 Phone: 907-376-2679
1-800-565-3743 Fax;(907)373-4745

Fax: (907) 465-2381

Representative Carl Gatto

August 10, 2007

Dear Craig,
Il am forwarding to you information sent by BT that you

migbt want to consider. TCease caCCif you want to discuss

issues considered'in BT 5 response.

CarC



SARAH PAUN, GOVERNOR

411 WEST 4hAVENUE. FIRST FLOOR
ANCLo 4GE, ALASKA
99501

ALASKA NATURAL GAS [
DEVELOPMENT AUTHORITY TELEPHONE: (907)257-1347

June 19, 2007

To: Alaska Oil & Gas Conservation Commission

A mendmentto Rule 9 Pool O ff-Take R ates

CO 341D for Prudhoe Oil Pool - Prudhoe Bay Field

The Alaska Natural Gas Development AuthoritY (ANGDA) is preparing an
application in compliance with the Prowsm_ns of the Alaska Gasline Initiative
Act (AGIA) for an in-state Pas pipeline linking Delta Junction to the Cook
Inlet area through Glennallen.  ANGDA will publicly offer this application, as
an addendum, tor inclusion in any major North S' ;pe gas pipeline proposal.
Our work schedule is targeted towards an October 1, 2007, submission

deadline.

Our base estimate of 250 mmscfpd (0.25 BCFPD) includes all residential
needs for heat and electricity in-state, but excludes any existing or future
industrial/export gas consumption. The State’s 3 TCF of royalty gas is
sufficient to satls?y these residential needs for 30 years. Industrial/export
gas consumers will be included in an "open season” early next year and
Incorporated into the system design if commitments are made at that time.
An addition of up to 1 BCFPD of industrial/export use will significantly lower
the gas pipeline delivery costs for residential energy consumers.

A key part of the State’s mandated application requirements under AGIA
relates to the financing strength of the proposed pipeline pr_OJlect. ANGDA's
preliminary contacts with major financial institutions, potential equity
Investors, and pipeline owner/operators, indicates that the regulatory
availability of gas from Prudhoe Bay must be a certainty prior to any serious
consideration of financial commitment.
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Proposed Amendment to CO 341D Rule 9

Prior to committing gas for sale during a binding open season process, the operator must
obtain approval from the Commission of a depletion j an that insures a greater ultimate
recovery and prevents waste ofoil and gas.



STATE OF ALASKA
ALASKA OIL AND GAS CONSERVATION COMMISSION
333 West 7 Avenue, Suite 100
Anchorage, Alaska 99501

Re: Inquiry into amending )
Rule 9 (“Pool Off-Take Rates”). ) Prudhoe Oil Pool
CO 341D, for the Prudhoe Oil Pool, ) Prudhoe Bay Field
Prudhoe Bay Field )

July 10, 2007

REPOR» OF THE COMMISSION INOQU

P
INTO AMENDING RULE 9 (“"POOL OFF-TAKE ATES’;) CO 341D,
FOR THE PRUDHOE OIL POOL, PRUDHOE BAY FIELD

On June 19, 2007, the Alaska Oil and Gas Conservation Commission (“Commission™)
held a public hearing (pursuant to AS 31.05.030(b)) to consider amending Rule 9 (“Pool Off-
Take Rates”) of Conservation Order (“CO”) 341D for the Prudhoe Qil Pool, Prudhoe Bay Field,
to require approval of a depletion plan prior to a significant gas offtake. This report presents the

Commission’s conclusions:

e No change in Rule 9 is necessary at this time.
Prudhoe Bay operator must demonstrate, through existing reporting mechanisms,
that they are implementing near-term strategies to maximize oil recovery prior to

gas sales.

Rule 9 (which is among the Prudhoe Oil Pool pool rules that the Commission adopted in
1977) limits gas offtake from the Prudhoe Oil Pool to 2.7 billion standard cubic feet per day
(“bscfd”). Because of the likelihood that Prudhoe Oil Pool gas will eventually be part of major
gas sales, the Commission decided, in 2005, to investigate the need to update Rule 9 given the
reservoir’s development and information that has become available since 1977. Public hearings
regarding revising Rule 9 were held on March 3, 2005, and May 19, 2005. In a December 5,
2005, report, the Commission noted that the Prudhoe Working Interest Owners (“W10s”) had
agreed to provide access to their reservoir simulation and engineering studies so that the
Commission could analyze the affects of different gas offtake rates and gas sales startup dates on

total hydrocarbon recovery from the Prudhoe Oil Pool.

Based on reservoir model evaluations and studies provided by the W10Os, on February 15,

2007, Blaskovich Services, Inc., a reservoir engineering consultant, provided the Commission a
confidential study on the potential impacts of major gas sales on hydrocarbon recovery from the

Prudhoe Oil Pool (“Gas Offtake Study”). Oral and written summaries of the study were
presented at a February 28, 2007, public hearing.

The Gas Offtake Study found insufficient information on which to justify increasing the
offtake rate above 2.7 bscfd, but concluded that an early, high rate gas sale could result in the
loss of a substantial volume of hydrocarbons, but even greater volumes could be lost if gas sales



%

are too delayed. The study noted that offtake from gas sales is at least 8 years away. The study
included several recommendations. First, before commitments to sell gas are made, to evaluate
the potential impact of the offtake on total hydrocarbon recovery, a hydrocarbon depletion plan
should be developed; the plan should take into account the offtake startup date, offtake rate, and
liquid loss mitigation efforts. Second, to maximize total hydrocarbon recovery, the field should
be prepared for gas sales through the implementation of near-term strategies that focus on
increasing oil recovery prior to gas offtake and ensuring that facility and well downtime are
minimized. Third, the Commission should receive periodic updates on the depletion planning

efforts.

Following up on the recommendations of the Gas Offtake Study, at the June 19, 2007,
public hearing, the Commission’s staff proposed adding to Rule 9 the following: “Prior to
committing gas for sale during a binding open season process, the operator must obtain approval
from the Commission ofa depiction plan that insures a greater ultimate recovery and prevents
waste ofoil and gas.” The Commission’s consultant, who prepared the study, explained how the
proposed amendment was consistent with the recommendations. Also, the Commission received
oral and written testimony on the proposed amendment from the field operator and members of

the public.

Based on the Gas Offtake Study and multiple hearings regarding Rule 9, the Commission
has decided— at this time— not to amend the rule to require a Commission-approved
hydrocarbon depletion plan prior to a gas sale. First, given that any major gas offtake as a result
ofa ga” sale is still many years away, amending Rule 9 now to require such a plan is
unnecessary; second, even in the absence of such a plan, the waste of oil and gas— including the
waste of oil for gas— is prohibited pursuant to AS 31.05.095; third, the Commission already
receives depletion plan-related information in the W10s’ annual surveillance report (which is
required pursuant to CO 341D Rule 11), annual plan ofdevelopment (which is required by the
Department of Natural Resources (“DNR?™)), and annual field overview presentation (which is
also required by DNR); and fourth, at the time (if ever) that an amendment is sought to increase
the 2.7 bscfd gas offtake rate, Rule 9 can be amended to include a depletion plan requirement

By not now taking action to amend Rule 9, the Commission retains the right to again
consider requiring a Commission-approved hydrocarbon depletion plan prior to any major gas
sales or to impose any other requirements that are consistent with the conclusions and
recommendations of the Gas Offtake Study as part of any future amendment to Rule 9.

Inquiry into Amending Rule 9, CO 3410
July 10, 2007
Page 2 0 f2



BP Exploration (Alaska! Inc
900 East Benson Boulevard
PO Box 196612

Anchorage. Alaska 99519-6612
19071561-5111

August 2, 2007
BY FACSIMILE (without attachments) and OVERNIGHT DELIVERY

Hon. Carl Gatto

Hon. Craig Johnson
Co-Chairs, House Resources Committee

Alaska State Legislature
Alaska State Capitol
Juneau, Alaska 99801

Re: Responses to Requests from June 7, 2007 Meeting of House Resources

Committee

Dear Representatives Gatto and Johnson:

BP Exploration (Alaska) Inc. (“BPXA?™) appreciates the opportunity to respond to several
requests from the June 7, 2007 meeting of the House Resources Committee. Please find below
the answers to each of the Members’ requests, which we have reproduced for your convenience.

Requests from Rep. Seaton
* Requests from September 2006 Memoranda

Rep. Paul Seaton posed four questions to BPXA in two memoranda, dated September 7,

2006 and September 14, 2006.1

I requested from BP verification of information |that| has circulated that the clean
pigging was not done previously because TAPS Pump Station #1 could not handle

the built-up volume of sludge with its filtration system and other arrangements were
I requested any BP

1
not made to alternatively handle that volume of sludge.
correspondence with TAPS on the issue.

Since BP is an owner of Alyeska, how can it justify not pigging the transit lines it
operates in the Prudhoe Bay unit handling market oil while the same market oil in

As Rep. Dalilstrom explained al the June 7 meeting, these requests were not originally addressed to BPXA
m September 2006. BPXA was provided a copy of the requests shortly before the June 7 meeting.



Hon. Carl Gatto
Hon. Craig Johnson
August 2, 2007
Page 2

TAPS requires a substantial expenditure and aggressive cleaning pig and smart
pigging schedule as outlined (in the memorandum]? [Question from September 7,
2006 memorandum, “Transit Lines and TAPS Pigging Schedules”]

As |l explained in my testimony at the June 7 meeting, the frequency of pigging- on the
oil transit lines (“OTLs”) in the Prudhoe Bay Unit (“PBU”) and on the Trans-Alaska Pipeline
System (“TAPS”) may differ due to a number of factors, including operational requirements and
for corrosion management reasons. As | described at the June 2007 meeting, BPXA runs
maintenance pigs frequently on North Slope production lines and employs full-time crews

dedicated to those pigging operations.

The sales-quality crude oil in the PBU OTLs is not “the same market oil”™ flowing
through the TAPS. Indeed, the primary reason that the Alyes i Pipeline Service Company
(“Alyeska”), which operates the TAPS, runs maintenance pigs at the frequency Rep. Seaton
notes is that the TAPS market oil is a combination of crude oil from a wide number of different
North Slope fields and operators. Some of these oils are prone to develop paraffin that can form
on the interior of the pipeline. Over the approximately 800-mile length of the TAPS, this
paraffin can, when the temperature drops, reduce the efficiency of the pipeline hydraulics
~ystem. Maintenance pig runs are thus required at more frequent intervals to combat the paraffin
build-up. BPXA's approach to maintenance pig runs is consistent with Alyeska’s flow regime
strategy for lines on which, for example, paraffin build-up or temperature present issues. In
comparison to the TAPS however, the PBU OTLs, which are only eight miles long on either side
of Pump Station 1, carry crude oil that is relatively sweet, runs at higher temperatures, and does

not contain high levels of paraffin.

As | further testified at the June 7 meeting, in-line inspections are typically undertaken to
provide information as to the integrity of a line. BPXA has historically monitored the 16-mile
section of the PBU OTL system via several inspection techniques, including in-line inspection
and external ultrasonic inspection. It is an industry-accepted practice to use ultrasonic inspection
techniques where the lines arc readily accessible above ground and are relatively short in length.
The TAPS system is, as noted, approximately 800 miles long, and approximately 50% of the line
is buried below ground level. Those circumstances make in-line inspection the only practical

means of inspection.

Regarding Rep. Seaton's statements about Pump Station #1, BPXA respectfully submits
several points ofclarification. First, cleaning pig runs were “done previously," i.e., prior to the
runs in 2006 to which Rep. Seaton appears to refer, on the PBU OTLs. Second, based on
experience from those prior cleaning pig runs in the Eastern Operating Area (“EOA™) in the
early 1990s in which some scale llakcs or chips collected in the screens’ of Pump Station i\,

"Pigging" encompasses three different types of activities: runs by cleaning pigs, runs by maintenance pigs
(which are a type of cleaning pig that are used both to ensure that lines are clean and for other operational reasons),

and in-line inspection (colloquially known as "smart pigging").

Pump Station I\ docs not have a "ll,,ration system "

ISHXK'S (244023
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there was some discussion between BPXA and Alyeska in 2006 about the potential presence of
solids4*in future pigging runs.5" Third, it is not the case that “other arrangements were not made”
to address this potential issue. To the contrary and among other things, modifications were made
to Tank 110 in 2006 to allow it to handle any solids that were returned as a result of pigging

runs, and a series of runs were completed in 2006.- Finally, subsequent pigging runs did not
result in a particularly high “volume ofsludge.” Indeed, Alyeska assessed the pigging returns
sent t >Tank 110 during those 2006 pigging activities and reported a total of only 32 barrels of
sedii ent and 292 barrels of water recovered for all the EOA (Flow Station (“FS”) 2-to-Skid 50)
and Vestem Operating Area (“WOA?”) (Gathering Center (“GC”) I-to-Skid 50) OTLs.7 These
totals are well within the base, sediment & water (“BS&W ") specifications for the amount of oil

that has been shipped through those lines.

2. We would like to see a copy and analysis of the pressure log data for the pigging
operations on BP transit lines in 1992 and again in 2006. We would like to
determine if any increased pressure needed to move a pig down a line with a lot of
contamination built up could have caused or played a role in the subsequent
pipeline leaks. [Request from September 14, 2006 memorandum, “BP Transit lines

pigging information request”]

This request appears to assume a condition that did not exist. As described in response to
Question 1. Alyeska assessed pigging returns from the 2006 pigging activities on the EOA and
WOA TLs and reported minimal returns of sediment and water. Similarly, when BPXA
maintenance-pigged the Lisbume Production Center (“LPC”) OTL (another North Slope OTL
not part of the PBU) in 2006, the runs returned minimal solids (less than 5 gallons) and revealed

minimal damage.

BPXA does not believe that pressure in the lines played a role in the OTL leaks in 2006.
BPXA’s analysis of the pipeline operating pressures associated with its extensive pigging
operations in the WOA and EOA OTLs in 2006 shows no significant increases in pressure

For purposes of these responses, “solids" means material m the lines that contains both organic and
inorganic matter.

BPXA is providing correspondence (without attachments, which in many cases are voluminous) with
Alyeska that it has identified regarding this issue. BPXA has not conducted a forensic search of correspondence but
believes it has identified the principal communications on this matter Ihis correspondence is attached hereto as
Fxhibit | and hears the Bates labels BPXA-AKLFGISOOOQOOI-29.

S\t e g . Letter from Jerry Brossia, State of Alaska Joint Pipeline Office, to Robert I. Shoaf, Compliance
Officer for Alyeska, copying Nolan Heath, et al. (Sept. 27, 2006) (reflecting approval lor Alyeska to modify Tank
110, as described) (attached hereto as Exhibit 2). Hus correspondence bears the Bates labels BPXA-
AKLEGIS000030-31

See Letter from Joynor, Alyeska Vice President of Oil Movements, to Brossia and Michael Thompson,
Slate of Alaska Joint Pipeline Office (Dee. 20. 2006) (attai bed hereto as Exhibit 3). This correspondence bears the
Bates labels BPXA-AKLEGIS000032-43. BPXA did not pig the sieincnl of the WOA OTL from GC2 to GC1,; this
segment (also known as "OT2I") was instead removed from service and decommissioned.

USIIXX S629M02v3
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Figure 2. EOA: FS2-to-FSI OTL, hourly average pressure data overlaid with pigging events.
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Figure 3. EOA: FSI-to-Skid 50 OTL hourly average pressure data overlaid with pigging
events.
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Figure 2. EOA: FS2-to-FSI OTL, hourly average pressure data overlaid with pigging events.
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Figure 4. WOA: GCI-to-Skid 50 OTL 5-minute average pressure data overlaid with pigging

events.

600

MOP S00ps>g

400

%

300

Cc
Jan 06

Please provide the committee with a two-year summary of the pigging done on
transit pipelines in fields that BP operates worldwide. Please specify which
examples of the pigging frequency in other BP operated fields are similar to the

Prudhoe Bay NS transit lines.

We have been provided information that standard industry practice is to pig often
to prevent problems. Wk have been informed that each field has different oil and
gas characteristics that require different procedures hut now here to our
understanding is regular pigging not done. If you have examples of such, please
specify and provide details of the reasons for such a low maintenance determination.

(Request from September 14, 20()6 memorandum]
As Rep. Seaton notes, each field has different characteristics, including the type and

quality of crude produced; the weather conditions and terrain in which the field is located; the
level of pressure needed to move crude through pipelines; and whether the pipelines must be
buried below ground or travel through water. The pipelines themselves are in turn specific to the
field; among other things, pipelines differ in terms of metallurgy and size. These differences, in
both fields and pipelines, are all part of the calculus that informs decisions about the maintenance
procedures used on any given pipeline, including decisions whether and when to run cleaning
and/or maintenance pigs and/or to conduct in-line inspections. As noted above in response to
Question I, BPXA's cleaning and maintenance pig data on the PBU OTLs show that there has

been very little sediment build-up in them over time.

USIDOCS 62<VA02v.»
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BPXA has previously explained that there are two different types of pipelines in the PBU
that carry crude oil: OTLs, which carry sales quality oil downstream of processing facilities, and
flow lines (sometimes also known as “production gathering lines”), which ctirry multi-phase
flow from well heads to processing facilities. The leaks in 2006 occurred in the EOA and WOA
OTLs, which are large-diameter, low-stress, above-ground lines. BPXA operates no other large-
diameter, low-stress, above-ground OTLs and is not aware of any such lines being operated by
any affiliate. Meaningful comparison to other lines of different sizes that are used in different
service, under different conditions, and to transport oil of different quality and/or composition is

thus not possible.

BPXA understands Rep. Seaton's statement regarding standard industry practice to refer
to maintenance pigging. As BPXA has previously explained, it is not aware of any industry
standard or recommended industry practice with respect to cleaning or maintenance pigging.

4, Was the fact that the Prudhoe Bay transit lines were carrying much less than design
volumes combined with the idea that the pipeline diameter could be reduced by
sludge accumulation without increasing pump pressure or otherwise impacting the
operational efficiency of the line a consideration in the determination not to clean or
maintenance pig the transit lines? [Question from September 14, 2006 memorandum)

BPXA has not identified any correlation between operational efficiency of the OTLS and
the potential for reduced cross-sectional area, and that potential was not a consideration in the
maintenance strategy of the OTLs. BPXA has also not observed any appreciable change in the
operating pressure of the system due to the accumulation of solids.

The flow in the OTLs has naturally lost velocity over time as a result of the declining
production of the field, and any change in cross-sectional area of the OTLs would likely have
been masked b\ this natural decline in output. Inany event, pior to the leaks BPXA saw no
indications of restrictions in the line that might have led to reduced throughput.

BPXA's post-leak analysis bears out these observations. Even though BPXA
understands, in retrospect, that the reduction in volume of oil may have contributed to the
circumstances that led to the leaks in the OTLs in 2006, the reduction in the cross-sectional area
of the lines due to build-up of solids was relatively minor during the 10-year period prior to the
2(K)6 leaks. As discussed above in response to Question I, cleaning and maintenance pigging of
the OTLs in 2006 revealed very little sediment build-up over time.

(MOOTS
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» Oral questions from June 7 meeting
Rep. Seaton posed the following questions at the hearing on June 7:
5. What percentage of the lines that BP is operating in the Prudhoe Bay Unit will the

18 smart pig runs in 2007 encompass?

Ofthe 18 in-line inspections that BPXA has planned for 2007, 16 are being performed on
PBU pipelines; the others arc being performed on a Badami pipeline and a Milne Point Unit
pipeline. These 16 PBU pipelines account for 10% (16 of 164) of all PBU pipelines transposing

crude oil (both flowlines and O TLs).A

6. Has BP billed Conoco or Exxon for the repairs and the maintenance that arose from
the shutdown, the bypass line and those repairs yet? If they have been billed, (has)
that been turned down? If they haven’t been billed, when [is BP] planning on

billing for that?

BPXA's working interest owner partners, ExxonMobil and ConocoPhillips, have
approved the funds and arc making payments for the spill response, subsequent inspections, and
bypass construction. BPXA has submitted an Authorization for Expenditure request for the OTL
replacement to ExxonMobil and ConocoPhillips, and that request is under review. Neither
ExxonMobil nor ConocoPhillips has refused to pay any bills sent to them regarding any of these

activities.
Question from Rep. Johnson at June 7 meeting

7. Will the costs of replacement of the affected lines be treated as a tax deduction
under |the Petroleum Production Tax] by BP?

BPXA has previously provided a written response iu this question. On February 15,
2007, Doug Suttles, President of BPXA, submitted a letter on this subject to the Honorable
Members of the Alaska State Legislature. A copy of that letter is attached hereto as Exhibit 4.
This correspondence bears the Bates labels BPXA-AKLEGIS000044-45.

The total number of pipelines docs not include facility piping or well lines, which, due to the nature of their
construction (i.e., they are of smaller diameter and shorter lengths and include sharp bends), cannot readily be in-line

inspected using current technology.

USIXX'S 62<MA(2vt
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Question from Rep. Fairclouuh. who attended the June 7 meeting of the Committee, joined by

Rep. Seaton

8. Arethe deconstructions of the affected OTLS bein hrged
dismantlement, removal &restorahon “DR&R™Yfund? Ifs
decrea?ethe fund? owwoulgsuc a charge affect the FERC and rate calculations
in the future? Would such a charge result in the DR&R fund bein ghlt twice, Tor
removal of a portion of the line and for the expense of creating a néw ling?

againgt the
50, will that char?
ERC

When oil and gas assets are constructed, an estimate of the costs for DR&R of those
assets is established as a future obligation (or “liability*’) by the corporation owning the assets
and recorded as a provision on its balance sheet. The DR&R provision is an accounting entry
and docs not repiesent the establishment of a specific “fund” or escrow account. When the
assets (or a portion of the assets) are removed, the actual costs incurred in the related DR&R
activity are charged against this provision such that the total DR&R provision for the assets (or
portion of the assets) will decrease When a new pipeline is installed, the DR&R provision is
increased to reflect the new obligation associated with the new' pipeline. Thus, in the case of the
replacement of the PBU OTLs, the provision will be reduced with respect to the old pipeline and
increased with respect to the new pipeline. This accounting treatment is in accordance both with
U.S. Generally Accepted Accounting Principles and BPXA’s internal accounting policy.

W ith regard to Rep. Fairclough\s question about the Federal Energy Regulatory
Commission (“FERC”)and future rate calculations, the PBU OTLs are not common carrier
pipelines and thus are not subject to FERC tariffs. The costs to remove and/or replace these

OTLs will therefore not impact tariff rates.

These responses contain highly sensitive, private business information and documents.
Accordingly, PPXA believes that the State is required to treat and maintain this letter and these
documents as confidential under the commercial privacy protection afforded by Article I, Section
22 of the Alaska Constitution; AS 40.25.120(a)(4); and AS 40.25.120(b)(6). BPXA respectfully
requests that the confidentiality of this letter and these documents be preserved and that, if you
wish to consider whether any of this information or these documents should be made public,
BPXA be provided 60 days notice prior to any such disclosure to any third party, including other

governmental entities.

US1>0CS6294402* 1



Hon. Carl Gallo
Hon. Craig Johnson
August 2, 2007
Page 10

Please feel free to call me if I may be of further assistance.
Sincerely,

£/*

fu |ny Brock, Technical Director
BP Exploration (Alaska), Inc.

Attachments: as stated

cc: Hon. Charlie Huggins, Chair, Senate Resources Committee

Hon. Paul Seaton
Hon. Anna Fairclough (by overnight delivery only, without exhibits)

USIDOCS 6294402V
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10

11

12

13

14

15

16

17

CORRESPONDENCE WITH ALYESKA RE: 2006 PIGGING OPERATIONS

Description
E-mail chain entitled “GBP Oil Transit Line Pigging”

(Mar. 27, 2006)

E-mail from GPB, Prod Opt TL (BPXA) to J.D. Kling,
Alyeska, entitled “Pig file comments OT21” (Apr. 15,
2006)

Letter from Steve Marshall President, BPXA, to Kevin
M. Hostler, Alyeska President & Chief Executive Officer
(Apr. 25, 2006)

Letter from Hostler to Marshall, copying TAPS Owners
Committee (May 12, 2006)

Letter from Hostler to A.N. Bolea, BP Pipelines (Alaska)
Inc., etal. (May 12, 2006)

E-mail from Bruce J. Williams, BPXA, to Michael W.
Joynor, Alyeska Manager of Oil Movements, copying
Randal Buckendorf, BPXA, entitled “GR scan data for
OT lines” (May 19, 2006 3:02 PM)

E-mail from Per Wangslrom, BPXA, to Williams et al.,
entitled “Latest GPB Oil Transit Line Solids Loading
Estimate” (May 19, 2006 3:18 PM)

Letter from Joynor to Marshall, copying Kathy Zinn,
Alyeska (May 22, 2006)

Letter from Maureen L. Johnson, BPXA Vice President
for Greater Prudhoe Bay (“GPB"), to Joynor (May 23.
2006)

E-mail from W illiams to Joynor, copying Brett W. Leach
et al., entitled “Lisburne solids measurements" (May 31,
2006)

E-mail from Joynor to Katharine Fontaine, copying
Gregg E. Knutscn. entitled “Pigging Assessment
Discussion" (June 2, 2006)

Letter from Kemp Copeland. GPB Field Manager, to
Joynor (June 6, 2006)

Letter from Hostler to Marshall, copying Zinn (June 7,
2006)

E-mail from Fontaine to Joynor, copying Williams,
entitled “Final Solids information from BPXA” (June 22,
2006)

Letter from Copeland to Joynor (June 27, 2006)

Letter from Joynor to Johnson, copying Hostler el al.
(June 29, 2006)

Letter from Marshall to Hostler (July 24, 2006)

USIOOCS 6.1071WavI

Bates Number(s)
BPX A-LEGISOO0O0O01

BPXA-LEGIS000002

BPXA-LEGIS000003

BPXA-LFGIS000004-6

BPXA-LEGIS000007-9

BPXA-LEGIS000010

BPXA-LEGIS000011

BPXA-LEGI1S000012

BPXA-LEGI1S000013

BPXA-LEGIS000014

BPXA-LEGIS000015

BPXA-LEGIS000016

BPXA-LEGIS000017-18

BPXA-LEGIS000019-20

BPXA-LEGIS000021

BPXA-LEGIS000022-23

BPXA-LEGIS000024-25



CORRESPONDENCE WITH ALYESKA RE: 2006 PIGGING OPERATIONS

Exhibit 1 (con’t)

Tab Description Bates Number*s)

18 Letter from Marshall to Hostler (Aug. 9, 2006) BPXA-LEG1S000026
19 E-mail from Joynor to lan G. Livett, BPXA, entitled BPXA-LEGIS000027
“Existing level of tank bottom solids in Tank 110 at

PSOr (Sept. 29, 2006)
20 E-mail discussion among Perry A. Markley, Alyeska; BPXA-LEGI1S000028-29

Livett; and Joynor, entitled “APSC EOA S&W Results”
(Oct. 30-Nov. 1, 2006)

USIDOCS 6307044V!



