EXHIBIT B
ADL 229297

Pursuant to AS 38.35.100(d) the requirements anditions of the covenants established under
AS 38.35.120 shall be included in a conditionaté&aThe following requirements of AS
38.35.120 are therefore incorporated into the CONDNAL LEASE. These requirements and
conditions must be met before the CONDITIONAL RIGE@F-WAY LEASE may be

converted into an unconditional RIGHT-OF-WAY LEASE.

Sec. 38.35.120. Covenants required to be includéshise.

(a) A noncompetitive lease of state land for atriglaway for an oil or natural gas pipeline
valued at $1,000,000 or more may be granted ordy dipe condition that the lessee expressly
covenants in the lease, in consideration of thiesigcquired by it under the lease, that

(1) it assumes the status of and will perfornoéits functions undertaken under the
lease as a common carrier and will accept, coraey transport without discrimination crude oll
or natural gas, depending on the kind of pipelm®lived, delivered to it for transportation from
fields in the vicinity of the pipeline subject toetlease throughout its route both on state land
obtained under the lease and on the other lamdl] ibccept, convey, and transport crude oil or
natural gas without unjust or unreasonable disc@tmn in favor of one producer or person,
including itself, as against another but will take crude oil or natural gas, depending on the
kind of pipeline involved, delivered or offered,tout unreasonable discrimination, that the
Regulatory Commission of Alaska shall, after a hdaring with due notice to the interested
parties and a proper finding of facts, determinkdaeasonable in the performance of its duties
as a common carrier; however, a lessee that owoparates a natural gas pipeline

(A) subject to regulation either under the Nat@ak Act (15 U.S.C. 717 et seq.)
of the United States or by the state or politicdddivisions with respect to rates and
charges for the sale of natural gas, is, to thergxif that regulation, exempt from the
common carrier requirement in this paragraph;

(B) that is a North Slope natural gas pipelinegipequired to operate as a
common carrier only with respect to the intrasted@sportation of North Slope natural
gas, as that term is defined in AS 42.06.680d (ii) is not required to operate as a
common carrier as to a liquefied natural gas figodr a marine terminal facility
associated with the pipeline, and is not otherneésgiired to perform its functions under
the lease as a common carrier; for purposes obthparagraph, "North Slope natural
gas pipeline" means all the facilities of a totstem of pipe, whether owned or operated
under a contract, agreement, or lease, used biyiardar transportation of North Slope
natural gas, as defined by AS 42.06.68% delivery, for storage, or for further
transportation, and including all pipe, pump, ompoessor stations, station equipment,
tanks, valves, access roads, bridges, airfieldsimals and terminal facilities, including
docks and tanker loading facilities, operationsticrcenters for both the upstream part
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of the pipeline and the terminal, tanker ballasatment facilities, fire protection system,
communication system, and all other facilities usedecessary for an integral line of
pipe, taken as a whole, to carry out transportatimriuding an extension or enlargement
of the line;

(2) it will interchange crude oil or natural gaspending on the kind of pipeline
involved, with each like common carrier and providnections and facilities for the
interchange of crude oil or natural gas at evecglity reached by both pipelines when the
necessity exists, subject to rates and regulatitade by the appropriate state or federal
regulatory agency;

(3) it will maintain and preserve books, accouatsj records and will make those reports
that the state may prescribe by regulation or lawecessary and appropriate for purposes of
administration of this chapter;

(4) it will accord at all reasonable times to thete and its authorized agents and auditors
the right of access to its property and recordsgection of its property, and of examination
and copying of records;

(5) it will provide connections, as determined bg Regulatory Commission of Alaska
under AS 42.06.340to facilities on the pipeline subject to the kdsoth on state land and other
land in the state, for the purpose of deliveringder oil or natural gas, depending on the kind of
pipeline involved, to persons (including the seate its political subdivisions) contracting for
the purchase at wholesale of crude oil or natusaltgansported by the pipeline when required by
the public interest;

(6) it shall, notwithstanding any other provisignovide connections and interchange
facilities at state expense at such places the statsiders necessary if the state determines to
take a portion of its royalty or taxes in oil otural gas;

(7) it will construct and operate the pipeline atardance with applicable state laws and
lawful regulations and orders of the Regulatory Guossion of Alaska;

(8) it will, at its own expense, during the terntloé lease,
(A) maintain the leasehold and pipeline in goocarep
(B) promptly repair or remedy any damage to thedéald;

(C) promptly compensate for any damage to or dettru of property for which
the lessee is liable resulting from damage to strdetion of the leasehold or pipeline;

(9) it will not transfer, assign, or dispose ofimy manner, directly or indirectly, or by
transfer of control of the carrier corporation,iiteerest in a right-of-way lease, or any rights
under the lease or any pipeline subject to theelemany person other than another owner of the
pipeline (including subsidiaries, parents, andiates of the owners), except to the extent that
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the commissioner, after consideration of the ptaiamf the public interest (including whether
the proposed transferee is fit, willing, and abl@érform the transportation or other acts
proposed in a manner that will reasonably proteetivves, property, and general welfare of the
people of Alaska), authorizes; the commissionell slsh unreasonably withhold consent to the
transfer, assignment, or disposal,

(20) it will file with the commissioner a writterppointment of a named permanent
resident of the state to be its registered agetharstate and to receive service of notices,
regulations, decisions, and orders of the commmigsidf it fails to appoint an agent for service,
service may be made by posting a copy in the ofifdbe commissioner, filing a copy in the
office of the lieutenant governor, and mailing @gto the lessee's last known address;

(11) the applicable law of this state will be usedesolving questions of interpretation of
the lease;

(12) the granting of the right-of-way lease is gabjo the express condition that the
exercise of the rights and privileges granted utidetease will not unduly interfere with the
management, administration, or disposal by the sththe land affected by the lease, and that
the lessee agrees and consents to the occupanagary the state, its grantees, permittees, or
other lessees of any part of the right-of-way rmtially occupied or required by the pipeline for
the full and safe utilization of the pipeline, fegécessary operations incident to land
management, administration, or disposal;

(13) it will be liable to the state for damagesmury incurred by the state caused by the
construction, operation, or maintenance of thelpipend it will indemnify the state for the
liabilities or damages;

(14) it will procure and furnish liability and pregy damage insurance from a company
licensed to do business in the state or furniskratbcurity or undertaking upon the terms and
conditions the commissioner considers necessdng iEommissioner finds that the net assets of
the lessee are insufficient to protect the pulstbenf damage for which the lessee may be liable
arising out of the construction or operation of pliygeline.

(b) For a right-of-way lease granted under thiptdiafor an oil or natural gas pipeline valued at
$1,000,000 or more to be valid and of legal effe@eetiust contain the terms required to be
inserted under the provisions of AS 38.35.188.35.140. An oil or natural gas pipeline right-
of-way lease granted under this chapter that doesantain the required terms is null and void
and without legal effect and does not vest any@stein state land or any authority in the carrier
granted the lease.

(c) The commissioner may insert in any right-of-iegse other reasonable provisions and
conditions required by the public interest.

(d) The lease will also contain terms and condgitivat are reasonably necessary to obligate the
lessee, to the extent reasonably practicable, to
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(1) prevent conflicts with other existing usesiad tand involving a superior public
interest;

(2) protect state and private property interests;

(3) prevent any significant adverse environmemtgdact, including but not limited to the
erosion of the surface of the land, and damaggshoaeind wildlife and their habitat;

(4) restore and revegetate during the term aneratination of the lease; and

(5) protect the interests of individuals livingthre general area of the right of way who
rely on the fish, wildlife, and biotic resourcestbé area for subsistence purposes.

(e) In the event the commissioner proposes to affease or leases to two or more lessees for
the same pipeline, the commissioner may includeden the lease or leases which establish the
limit of the obligations and liabilities of eaclskee arising under this chapter or under the lease
or leases.
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