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RIGHT-CEP-WAY LEASE FOR NIKISKI ALASKA PIPELINEG

fﬁw%

— This lease is entered into as of this D  day of

1oy S 1+ g ) 1 T

IR REEFatiss . 1976 (hereinaftar referred to as the "Effec-
tive Date’), by the Stats of Rlaska (hereinafter referred to

as the "State"), acting through the Comnmissiocner ¢f Natura
Resources t{hereinafter referred to as the "Commissziloner"),

and by

Nikisikl Alaska Pipeline Company, a Delaware Corporation
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(hersinafter sometimes referred to as

the intent of the parties that, in the performance
T

toig &
s Lease, the following principles shall apply:

{1} In the construction (inﬂludjnq, but not limited to,
design), operation, maintenance (including but not
limited to a continuing and reasonable program of
preventative malntenance) and termination of the
Pipeline, Lessee shall employ the best practicable
technology available and use all practicable means
and measures to preserve and protect the environ-
ment, as provided in thisg lease.

{2} The parties shall protect environmental amenities
and wvalues within the practicable bounds of economic
and technical feasibility and in accordance with
applicable Stats peolicies. In so doing, the parties
shall take into account, among other considerations,
the following:

(@} The benefit or detriment to persons, property
and the environment that may be anticipated
to result from a proposed course of conduct.

{k) The particular environmental, technical, and
econonic benefits or aet iments reasonably
expected to flow from a proposed course of
conduct. '

NOTE: Terms having spesjal meaning ar=s defined 1
of this Lease or in Exhibit "A" herecf. Such terms
: c

apitalized herein.




{3} Lessees shall manage, supervise, and implement
construction, operation, maintenance and tarmi
of the Pipeline in accordance with the hest nr:
able engineerinm technology available, particula
with regard to permafrost and selsmic arsas, o
extent allowed by tnw state of the art and ths
development of technologvy. In i F thase
function Lasses consents and 1 SUCH

review, lnSQmCﬁAOh, and compliance |
relating to construchion, operation, maint@naace;
and termination of the Pipeline as are provided for
in this Lease and = e authorizations.

-
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L. Grant of Right-of-Way

a. Pursuant to the provisions of AS 3& 35, the
Alaska Right-cf-Way Leasing Act, as amended, and for and in
consideration of the annual rental fee prescribed in Section 3
hereosf and il covenants herein contained to be and per-—
formed on i art of the Lessee and subjecht to CORG L~
tions and requlrement hereln contained, the State hereby
grants to the Lessee, for the psriod of limited duration
prescribed in Section 2 hereof and for the purpose prescribed
in Subsection "c¢" of this section, a right-of-way (herein-
after referred to as the "Right-of-Way") for a pipeline
with its Related Facilities (such pipeline and Related
Facilities heing hereinafter referred to as the "Pipeline™),
the width and location thereof belng subiect to the provisions
of Subsection "d" herecf, across, through and upon State land
now owned or hereafter acguired {hereinafter sometimes refercred
to as "Btate Land”), along the General Route of the Pipeline
shown in the application and accompanying alignment and Related
Facility site location drawings referred +to in Exhibit ®s"

naereoft.
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<. The Right-of-Way is granted for the purpose

of the cnnstructiﬁn, operation, ﬂalﬂtnnthe and termination

of one {1} pipeline for Eransportation of refined liquid
petrolaum pvoaaﬁu”, cgns sting of one (1} line of tan and
three-guarter {10 3/4) inch diameter pipe and itg Related
Pacilitiaes. L@SS@& snali not use the Right-of-Wav cor the

land subject thereto for any other purpose and shall not locate
or truct any other pipelines (including looping lines)
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improvements within the Right-of-Way without prior
written approval of the Commissioner. The Pipeline shall be

O
g
O

used for only the transporitation of refined liguid olaum
products, and it shall not be used for any other Durposs
! the Urior written approval of the Commissioner. The
1 or zuffer any person or business enbity,
for the purpose set forth in this

-l




ion.  Nothing in this s
eclude Lessee from comg
n 4 of this Least, or
or contractors to af
:nance or terminaticn

bsection is intended to (1) excuse
ving with its obligations under
11} preclude Lessee from emploving
¢t construction, operation,

f all or any part ¢f the Pipelina.

(1) During construction of
the execution of the ralease of

~Way provided for in paragraph (ii) @f thisg
of the Right-of-Way shall be 50 feet, axc
locations wh Loe to cros
the widtl] 1l he 2
=X righit—-o;
side of
paralis
£ is to
The ] gnall
by eguidistant paralls
for a& linear distance along the right-of-way cente
1Q00 f2et from the high-water line, and (3) that &
sions of the Right-of-Way for Related Facilities sh

more particularly set forth in Exhibit

(ii1) Within 120 days following the completion
of the Pipeline, Lesses shall execute and deli ver to the
State a release of all interest in excess portions of the
Right-of-Way granted for construction pu?p65u3
in Lessee retaining only (1) the Rig
FPacilities described in Exhibit "D¥,

Right-of-Way, not exceeding ten (10)

iished by parallel lines at a distan

side for the Pipeline centerline as
that at @uc% locations whers
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<L
he Commissioner to retain a wider 1 the

mnissioner has found and recorded the reasons inding

atf in his A : a wider Right-of-Way is r the
oweration and maintenance of the Pipeline af:e ion, ot
that a wider Right-of-Way 1s necessary to prot iron-
mant or public safety, the width of the Right- n Lessee
retains ﬁ}; excesd 50 fset in width in accorda a Com-
missioner’s finding.

e, Upon the release reguired b

of this section, Lessce shall survey and
monumentation ag the Commissionser may raogull
describe the :iqnt"o;—Way and the Lessees
Proof of nstruction of the Pipeline in

cti
of +this Leagse and the
L of Na%uV“l ngo uroe

E i
maps or survey, approved by the Commiss :
fas bullt® location of the completed Pip&line; including
final 1Qc - und improvements,

atlons of all buried and above-gr
i the Right-of-Way, as definit tocated,
to the cente?}LWﬂ the boundaries of the
definitely *oc@tci.
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SUCCes30rs OF assigng,
respective obligations a
on account of bhe expira
tne grant.

¢. The Commissiocner shall renew the Lease for
additional periods up to ten (10) vears each, so loeng as
the Pipeline is in commercial operations and the Lessses are
in full compliance with State law, inciuding but not
limited to State law pertaining to regulation and taxation

d. Rny subseguent convevance, transfer or

disposition of any right, title, or interest in the State
Land or any part thereof, burdensd by and subservient to
Lease, shall, to the extent allowed by law, be subject to
Riwhtwof—Wa* and the provisions of this Lease, including
sge”’s right to renew the Lease under Subsection "¢ of

J,J i
th section.
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B — 100,000,0 i

however, this amount shall be adiusted based cn a ror“%ﬁ

appraisal conducted before January 1, 1977 .

c. The annual rental payment is subject to adjust-
mant at five-year intervals and charges or adjustments shall
be the reappralsed falr market rental value of the land.

shall not be charged for any land acquire
30 and conveyesed without cost to the Statea.




€. For the year in which portions of thes Right-
of~Way are released to the State pursuant to Section 1, Sun-
section "d", paragraph (ii) hereof, the State shall credit to
Lessee, asa¢ﬁbt the payhent of ﬂuturm remﬁal for a portion
cf the rental paid o the State for vear, 2 amount
of the credit tc be the portion of rental paid for that
attributable to the lands so reconveyed fo tl ’
pro rata by the portion of the lease vear
pricr to the reconveyvanos,

4. Common Carrier

The Lessce shal status and perform all
of its functions undertak ey i Leass as a common caryier
and accept, convey and transpori without discorimi nation,
refined liguid petroleum products delivered to it for frans-
portation from points along the Pipeline subie Lo & Lease
tmrouqnauP its route, bhoth on State Land ob & @
Lease and on other land; Lessee shall accept
transport refined licguld petroleum products
or unreasonable discrimination in favor of -
person, including itself, as against anothe take
such refined liquid petroleum products delivere ffered,
without unreasonable QL"”rimiﬂaﬁiDﬂ, as the Alaska Pipelins
Commission shall, after a full hearing with due notice to the
interested parties and fropow fi.ding of Ffacts, determine
to be reasonable in the performance of lts dubles as a oommon
carriern.

5. Interchange of Refined Liguid Petrcleum Products

Lessee agrees to interchange refined liguid petro-
leun products with each like common carrier and provide
connections and facilities for the 1“;cruh&nco of rafined
liguid petroleum products at every locality reached by both
pipelines when the necessity sxists, s chct bo rates and
regulations made by the appropriate State or federal ragula-
TOXYy agency.

£, Books, Accounts and Records; Access to Property

and Records

Lesses q;aiL maintain and preserve books, ounts
and records and make those reports that the State may pre-
scribe by regulation or law as necessary and appropriate for
the purposes of adminis ] AE 38,35 1
at all reasonable times 5
and auditcrs the right
of inspection of its pr
of such records.



7. Connections for Delivery

Lessee shall provide connections, as determined by
trne Alaska Pipeline Com i A 06,340, to facili-
tiles on the Pipeline oth on State land
and on other land in cgse of delivering
refined liguild petro {including the
State and its politi shting for the

SECE-] Qiesa auots

i e

D

I

]

O

it

{

=

A

i
FrEa ]

b b T

ransgported by th C
nterast,

L
of the Alaska

all construct and operate the Pipeline in
plicable State Lawsg a;a lawful regulations
1 85

o Other

ps

aezfruction of Leasehold

Lesges shall, abt 1ts own expenge, during the tarm
ntain the leasechold and Pipeline in good

b. Promptly repair or remedy any damage to the

i i L

leasshold: and,

ensate for any damage to o

£ property for which the Lessee
ulting from damage to or des-
he leasehold or Pipeline.

i0. ment, or other Disposition

not tran Sposa
of in any I or indirec er of
controal of th orporation, &
Lease, any rights under this Lease ach
£ khils Lease to any person, except Lo the
Commizssioner, af ter congide retls ol the
public interest ﬁc4huirg hether jots ree
is fit, willing and able to perform ansportt ion or
other acts proposed in a manner that will reasonably protect
the lives, property and general welfare of the people of
Adlaskal, authorizes. The Commissioner shall not unreasonably
withhold his consent to the transfer, assignment or disposal,
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Lease, 1t shall be released from its 1i
i s (accrued, contingent or ctherwise)

iapilities and Obliqa“
Y e

- i

thils Lease to the extent and limit that

TN
ate under

the transferee assumes
unconditionally the performance and observance of each such

liability and obliqatlon,
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- and fillng a copy of
office of -he Lieute:r i vernor and by mailing a copy to

ress.
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a. Lesses slail be lilable to the State
ities, damages or injury incurved by the State cau
construction, operation or maintenance of the Pi
they shall indemnify the State for these liabilit
or injuries.

vigions of Alaska
for the pay

with all te

13. Liability and Property Damage Insurance, Securitv,
Uﬁﬁtiuduqu or Guaranty

2. The Lessee ghall procure and Furnish 2 lity
and opaerty damage insurance from a company lLicens to do
business in the State, or furnish other sacarirv or undertak;ng
upon ti 1 i ng the Commi :
necs = er finds th&t LTF net as
fne Le tect the public
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of the to protect Lh@ public
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a partnership (or an individual partne
ociaticon that is authorized and em
b ed and to hold the title to propsrty in
name {or an individual asraciaia thersof), a joint
compahy that is authorized and powprud Lo sue anﬁ
and to hold the title to p:gp@rtv in 1ts own name
individual participant therein), or a business trust (¢
individual -} ne oy may noet di
indirectly interest in tne L
whnose Liabll: sougnt to be gua
In %h@ case of multiple arantors that table

ac! i SVera. liable for only its
yment covered by the

{111} Each gu
the ssicner in all resp
the o substance of th
hility a proposed guarantor,
gquaran service of proce
of sucg arantor with respect

n

guarantor, and I
te vuaréﬂt e @l
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{iv} The Commicsi

any time, and from bime o time, “o reguire

and delivery of a new form of guaranty in the avent ailther
that an outstanding guaranty is held to be invalid or unen-
forceable, in whole or in part, by a court OL Ccmpmtent uris-
diction or that the controlling law is, by juﬁ&@ial
declsion, &o aiterej &5 bo impair, prevent rfy the

eni ament © @xer-isa of any right or option of the State
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under an guaranty; provided, mam@vof, that the
Qutstanélnq LW?antv { to the extent of its enforce-
ability, 1f any) shall continue in full foree and ect with
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laim, sult, accrued liabilits defansa
Eoexists at the time of subshi i
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hall be accompaniad ?y such
counsel as “he Comm i
ity. The gt '




15, Construction Plans and Cuality Assurance

a., Construction
and technical specification
have been subw;tfeu and are
and incorporated by refearen
shall be provided by the
of the Commissione

&BEZUurance

assure th

in this Lease will be

11l phases of construct
o

3 . = i L S
ination of the Pipeline.
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g tate means and
res for the pr@venh; letection and
; tential

condition that is 1hion
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(iii) Provide for practicable and appropriate com-
ponent and systems gquality through guality
contrel management and planning, and inspec-
tion and test procedures approved by the
Zommissionern.

{iv} Assure that the selection of Lessee’s contrac-—
tors, subcontractors, and contract purchases
of materials and services are consistent with
gquality ceontrol procedures reqguired by this
geotion.

{v) Determine

i
o

~
<
©f

i
ﬁl‘
o

\3 [SFR 0}

Commission
contractor

m

(vi) Maintain guality determination records on
of the above procedures to ensure data iden
fication and retrieval approved by the
sioner.

5

17. Reservation cof Certain Rights to the Etate

. The State reserves and shall have a continuing
an ble right of access to any part of the luﬂd {in=-
cl subsurface of, and the alr space above, 3!
la are subject £o this Lease, and a continuing and
re ight of physical entry to any part cf the PL;E*
1i spection or monitori ! oses
#3H or reason that 1s reasonably n 0y
ri ohligation of the State lar 1 or regulatis
thig Lease, or any other agreement, pernlt or authorlizaticon
relating in whole orx in part o all or any part of the
Pipeline.

. The right of access and entry o Bub-
section "a' of this section shall extend to and be enjoved by
any contractor of the State, any subcontracters of the con-
tracter and thelr respective acgents and emplovess, as well
a3 such other perscns as may be designated from time to time

in writing by the Commissioner.

c. The granting of this

gypress condition that the clse

leges granted under this L L1

the managemne adminigtrat or di

the 1z aed by this and

and nts Ehe cogups a4 use
grantees, parmittees, or o essas
Right-of-Way aot actually ocouplad oz

for the full and safe utilization of

sayy operations incident to land managemant,
or disposal.



g, Pursuant ko AL 38.685.125, the State reserves
richts as follows:
. llowsg:
"The pa as
BLPreass ar
of the ts
lesgees £
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ands a

. Dres,
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ils, and

erect, cor
‘ buildings
plpelines, powaerlines, and
such shaftz, drill such w
soil, and to remain on sai
thereof for the foregoing
occupy as much of zaid land

or convenient for such
-

1o,
EXDTE5!
necessary or convanien
‘ the comp.

rights he:

&. There 1z re
itional permits ¢
wmes to third parts
to, the lands
grants an addif




. No rights shall be exerciszed hy the State under
thils section uantil 1t compliles with the provisions of

A5 38.05.130.

O

a. State
alzie cogts anurreé vy the State in monlterinq
{including but not 1] i i
of all or any pe
shall adminizste:
sary employment
are avoided.

. Reimbursement pf@v%mﬁﬂ for In this section
irn Section 18 hereof shall be for each guart

on the last day of March, June, September and December
On or before the sixtieth (60th) day after the close o
each gquarter, the Commissioner shall submit to

written statement of any costs incurred by the
that guarter which are reimbursable. This statement

3
Hr‘rf‘a

e supplemented within sixty (60) days after the end of a
fiscal vear for costs incurred in that year but by excusable
neglect not previously submitted.
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TLWlC audLLa bv auﬂ tors

desigrated by gee, of the books, records 161

the State relating Tto the items on any parti [

that shall be submithted in accordance with 11

llﬁhl in Zubsection "b" of this section, at places re
such books, records and documents are usually maintained and
at reasonable times; provided, however, that writhen notice of
a desgire to conduct such an audit must be given to the Com-
migsioner (1) at least fifteen (15) days prior to such audlit,
and (2} by not later than the seventy- £ifth (75th} day afte
the close of the guarter for which the books, records 9?& docu-
ments are sought to be audited:; and provided, further, that any
such audits shall be complelted within nineby (4%0) davs after
recelpt by Lesses of the statement containing the items to be
audited,

than

ran 5 . 2, records and guc;kénba re
ably segregate and identifv the costs for which reimbursement
is reguired by this section. Such bocks, records and dscuw
shall be pressrved or caused Lo be preserved for a perilod
at least two (2} vears after the State submits a shatement

ase such bocks, records and doouments.

= designated by Lesses 3na1; have

nd the right te copy, at their sxpense,
and documents.




€. Lessee shall pav to the State the botal amount
shown on each statement by not later than the ninetieth {90th)
day following the close of the quarter to which the statement
relates; provided, however, that if the Lesges decides b
dispute an" item of a statement for reimbursement, Les
on or bhefore the date on wn' n the sta;amunt iz due and pa:s ila,
shall give the Commissio of each ltem that is
disputed, accompanied b* & rled S/U‘a“ation of their cbiec-
tion, or written nﬁtice of item to be audited, and shall
pay tne State bthose amounts the items that are n thed
0¥ are not bto be audited. Lessee ghall give the Conn er
prompt written notice of the pletion of the audit
items of a statemen ad. ©On a date fixed
Commissioner, but n thirty (30) davs afte e
of a disputed state notice of the completion of the
audlit, the Commissi asgee ghall mpﬂ* to discuss
and attempt to r 8 i r which
have not been resclved d ch 5
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¢f the books, records and suments concerning the matters Lo
e audited, at the places gre the books, records and documents

to be audited are u”uallj maintained and at reasonable times.
Such request shall be in writing, shall specify the mabters to
be audited and shall state the information available to Les
upon which the reguest is based. The Commissioner shall a

deny such reguest promptly, and approval of any such re

all not be unreascnably withheld. Any complaint '
may have as a result of such audit shall be made i
miss*0nwr and shall be governed by procedurs £¢
Subsection "e" of this section to the extent applicable

18. Right of the State to Perform
a. If, after thir in @

such shorter pericds as shal nable, followiling
the making of a mand there; issioner in the
manner that is provided in 8 for giving written
notices, Lessse, or 1ts resps lovess, con-
trachors or mubwgntzmuﬁora, sh 15
any action reguired by this L State gh
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vegetation or timber,
opulations, or their
1 resource);: or

gquality, area
or other wild
or any other ﬁatur

or reLu51nq;
comply with o
this Lease ne
safety or the
the Commission
visions of t@x* Lea
12

permit or authoriza 1
duly approved, lss ed by
missioner in connection with all or any

part of the Pipeline,

. The Commissioner shall give Lagssee
of any temporary suspension order as he deems pi
If circumstances permit, the Commissicner shall
with Lessee, prior to issuing the order, approp
to (1) forthwith abate or avoid the harm or thr
that 1s the reason for the issuance ¢f the orde
compiiance with the provision or order, whichev

<., After a temporary sugpension : Y
GLV n oy the Commissioner, Lesses L1 promptly compl

the provisicons of the order auﬁ shall not
v suspended or curtailed thereby except as
Vldaa in this Lease or pursuant to court order.

d. Any temporary suspension which, in
emergency, 1is given orally shall be con d in writing
provided for in Stipulation 1.6.2. Eac tten order
ten confirmation of an order shall set the reasons
suspension. Lach temporary suspension shall be 1
insofar as is practicable, to the particu area oOr ac
that is or may be affected by the activities or conditi
that are the basis of the order. Zach order shall be e
tive as of the date and time given, unless 1t specifies
wise. Each order shall f@FnLu in full force and effsct
modified or revoked in writing by the Commissioner.

he is sati
ﬁbatmi
willl g

raefy whichever is

£. Anvy tern
sued 1n accordance
ovisions of Section 21.
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cfficlals, employees, agents or contractors from liabkility for

Y
damages ©or injuries resulting from other acts which are act
of negligence or acts of willful miscenduct.

]

-

i

Legses
laws and regulat
residents. Qual
preference for e
5 BAC 35, Lesse SBNTE
are available and gualifisd *or @mplsymew
res: ts in favor of non-residents in
11i£ =ntiate Ln the wages, 5ala*ieg,
inge penefits in the residents ay
Lse descriminate against Alagka
by A.5.2358.40 and cther applicable laws
the S5tate of Alaska. All valid and aps
of A.5.38.40 are incorporated by refere:

Lesses shall include provisions in all colilective
bargaining agreements with labor ”nion@ that will give
preference to Alaskan residents ] L38.40.

Tf Lessee has applicable ollucﬁ -‘-‘ Lng agreements

in force prior to executiocn of . arcanent

of work on this project, lesses le efforts
to negotiate ammendments to tho clude
regquired loccal hire provisions £ the term
of the QKJ”L?“g agreements. Th of Labor
shall provide Lessee with any as be necessary
in negotlating the requirsd pro

25. Release of Right-of-Way
a. fn connecticn with the relinguishment, inon-
ment or other termination befcre the expixa ion cf the grant
of the Right-of-Way, of any right oy interest in the Right-of-
Wavy, apﬁ/or in the use cof all or anv part of the lands subject
to the Ri gh”mﬁ ~Way, the Lessee shall oipt and
deliver to the State, through the (o O

the same

1t

oo
:‘gj’}

(S

2 ed w .
The - 32 3 Qniain,

appropriate recitals, a des 100 D o

and intsresi, and for the be ; ts
grantees or assigns, exXpress and warranties
by the Lasgee that it ig the and holder of the
rights o nterssgt cribed that such rights or
interea re f S, eguitiaes or clains
of any e Lhe consent of a
third t by, through or under
tive Le tinguishment theraof
except d by third 28
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EXHIBIT A

STIPULATIONS FOR THE RIGHT-

FOR THE NIKISKI ALASKA

OF ~-WAY LEASE
PIPELINE

Table of Contents

GENERAIL
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Notice to Proceed . . . . . . . . e e

Changes in Conditions . . . .
Antiquities and Historial Sites
Completion of Use . . . . . . .
Public Improvements . . . . . .
Regulation of Public Access .
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