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ADL 228162

RIGHT-OF-WAY LEASE FOR THE KENAI KACHEMAK PIPELINE
BY AND
BETWEEN
THE STATE OF ALASKA
AND

KENAT KACHEMAK PIPELINE, LLC




RIGHT-OF-WAY LEASE FOR THE KENAI KACEEMAK PIPELINE
ADL 228162

This Right-of-Way Lease for the Kenai Kachemak Pipeline (herein “this lease™ is

. dav ol Ta

, b i B W PR A
Loy 20 %9, by and between the State of

Alaska (herein the “State”™), acting through the Commissioner of the Alaska Department of
Natural Resources (herein “Commissioner™), and the Kenai Kachemak Pipeline, LLC, an Alaska
limited Hability company owned by Marathon Oil Cempany, an Ohio Corporation, and GUT
LLC, a wholly owned subsidiary of Unocal Corporation “UNOCAL™, a Delaware Corporation
(herein “Lessee™), whose address is 909 West 9% Avenue, Anchorage, Alaska 99501, The State

and the Lessee are sometimes collectively referred to herein as “the parties.”

i Lease of Righi-of-Wav
{a) Pursuant to the provisions of AS 38,35, the Alaska Right-o[~Way Leasing
Act, as amended, and for and in consideration of the annual rental fee described in section 3 of

this lease and subject to the covenants and the conditions contaimed herein, the stipulations
attached hereto in Exhibit A and the State of Alaska, Departmient of Transportation and Public
Facilities’ Utility Permits attached as Exlubit E incorporated by reference herein, the Stafe
hereby grants by lease to Lessee, for the term described in section 2 of this lease and only for the
surposes described in subsection (b} of this section, the right to enter on, occupy, use, and
possess for the purposes described herein certain lands within the following described State

Lands within the Kenai and Homer Recording Districts:

Seward Meridian, Alaska
Township 5 North, Range 11 West, Sections 30 & 31;
Township 4 North, Range 12 W’est, Sectuions 1, 12, 13, 24, 25 & 3¢,
Township 3 North, Range 12 West, Sections 1, 13, 24, & 36;
Township 3 North, Range 11 West, Sections 6. U8, 1930, & 3,
Township 2 North, Range 12 West, Sections 1, 11, 12,14, 15,21, 22, 28, 29
32
Township | North, Range 12 West, Sections 5,6, 7 & 18;
Township | North, Range 12 West, Sections 13, 23, 24, 26, 27, 33 & 34,
Township 1 South, Range 13 West, Sections 3

The right-of=way 1s more particularly described in Exhibit B attached hereto. The width and

o

total acreage of the Leasehold will vary over the term of this lease as described in Exhibit

s
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(b) This lease is granted for the purposes of conducting Pipeline Activities in
compliance with the terms and conditions of this fease. Lessee shall not use the Leasehold for
any other purpose and shall not locate or construet any other pipelines, including looping lines,
or other improvements in, on or over the Leaschold without meeting all statutory and regulatory
requirements and obtaning the prior written approval from the Commissioner. The Pipeline
System must be used only for the transportation of Natural Gas, and it must not be used for any
other purpose without imeeting all statutory and regulatory requirements and obiaining the prior

written approval of the Commissioner.

n

Excepi as provided otherwise heremn, the Lessee shall not aliow any other person or

business entity to use the Leasehold for carrying on Pipeline Activities which are not part of
T k3 . H M M : M . M :
Lessee’s aué}m zed operations pursuant to this lease. Nothing in this subsection is intended to

excuse or preclude the Lessee from complying with its obligations under this lease; or preclude
the Lessee from empioyé ng agents or Contractors to perform Pipeline Activities.
(c) All Pipeline Activities authorized by this lease must be limited to the area

described in Exhibit B of this lease and other areas authorized by the State.

2. Duration of Right-of-Way Leass
o " ; - 5N
(a} This lease shall expire on L o 208 g B

+1

12:00 noon, Alaska Standard Time [30 vears from date ofexecutiorb unless before that date 1t s
released, abandoned, or otherwise terminated pursuant to the provisions of this lease or any
epplicable law or regulation.

(b) Upon the expiration of the initial term or any subsequent term pursuant 1o
subsection {c} herein, or eariier forfeiture, relinquishment, abandonment, or other termination,

he provisions of this lease, to the extent applicable, will continue in effect and will be binding

b
&

poy

H

on the parties, thelr successors or assigns, until they have fully performed their regpective
obligations and habilities accruing under this lease before or on account of the expiration,
forfeiture, relinquishment, abandonment or other termination of this lease. At any time
following the expiration, forfeiture, relinquishment, abandonment, or other termination of this
lease, upon a determination in writing that the State’s best interests will be served. the
Commussioner may release the Lessee from all or a portion of such continuing obligations and
lHabilitics, with the exception of those contained in section 8(im) and section 11 herein.

{c) he Commissioner shall, upon request of the Lessee, renew this lease for
additional periods of up to thirty vears, so long as the Lessee 1s in commercial operation and the

Lessee 1s in full compliance with all the terms of this lease and all state, federal, and local laws
i
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mcluding but not limited to State law pertaining to regulation and taxation of the Pipeiin‘
System. The Lessee shall give notice to the Commissioner of its intent to seek renewal of this

fease no later than 2 vears before expiration or Commissioner’s approval. The Lessee shall
provide 180 days notice to the Commissioner prior to any relinquishment, abandonment or other

termination of this lease,
3. Rental

(a) Construction Phase - The Lessee shall pay to the State squal annual rental
payments in the amount of $§71,000.00 during the pertod of Pipeline Construction. This rental
amount, however, shall be adjusted based on a formal appraisal conducted on or before June 1,
2002, The first payment is due on or before the Effective Date of this lease. Subsequent
payments are due on or before each Lease Anniversary Date during the peréod of Pipeline
Construction.

{b} Operation and Maintenance Phase - Upon receipt of the Commissioner’s
approvai of all of the requirements under section 29{e) of this lease, and for the duration of the
term of this lease and any subseouent renewals, Lessee shall pay to the State equal annual rental
payments in the amount of the annual fair marlet rental of the Leasehold based on the appraised
fair market rental value of the Leasehold. All reasonable costs of the appraisal will be borne by
the Lessee. The appraisal shall be carried out by an independent appraiser selected by the Lesse
from a list of appraisers provided by the Division of Mining, Land and Waler, Department of
Natural Resources, and 1n accordance with Division of Mining, Land and Water appraisal
instructions and standards. Payment of the rental under this subsection is due on or before the
Lease Anniversary Date following receipt of the Commissioner’s approval of all the
requirements under section 29(e) of this lease. Subsequent annual rental payments are due on
each subsequent Lease Anniversary Date.

{c) Termination Phase - The Lessee’s rental obligations deseribed in
subsection {b) shall survive the expiration, forfeiture, relinquishment, abandonment, or other
termination of this lease and shall continue until all of Lessee’s obligations deseribed in sections
20 or 27 of this lease, whichever is applicable, have been performed.

{d} The annual rental payment 1s subject to adjustment by the State five vears
from the first pavment date as set out in (a) of this section and every fifth Lease Anniversary
Date thereafter. The new rental payment shall be based on the appraised fair market rental value
of the Leasehold. The appraisal shall be carried out by an independent appraiser selected by the

essee from a list of apprassers provided by the Division of Mining, Land and Water,

Depariment of Natural Resources, and in accordance with Division of Mining, Land and Water
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appraisal instructions and standards.  The new annual rental pavment takes effect on the
applicable Lease Anniversary Date, regardless of whether the adjusument delermination occurs
before or after the applicable Lease Anniversary Date. All reasonable costs of the adjustment,

including reappraisal, will be borne by the Lessee.

4. Pavment
(a) All payments to the State under this lease must be made payable to the

State in the manner directed by the Siate, and unless otherwise specified. shall be fendered 1o the
£

State at;
Alaska Department of Natural Resources
Attention: Financial Services
550 West 7% Avenue, Suite 1410
Anchorage, Alaska 99501-3561

or to any ofher depository designated by the State. If the State changes the designated

epository, 1t shall give at least 60 days written notice fo the Lessee as described in section 34

Invoices will be sent to the Lessee at {or to any new address that the Lessee designates in
writing:
Kenat Kachemak Pipeline, LLC
NORSTAR Pipeline Company
C/O ENSTAR Natural Gas Company
P.O. Box 190288
Anchorage, Alaska 99519-0288

{b) The Lessee shall pay the fee set forth in 11 AAC 03.010 for any late
payment or retumned check 1ssued by the Lessee. Interest at the rate set by AS 45.45.010(a) shall

be assessed on all past due amounts until payment is received by the State.

5. Denial of Warranty
{a) The State makes no representations or warranties, express or implied, as to

title to, access o, or quiet enjoyment of the State Lands subject to this lease. The State is not
itable to the Lessee for any deficiency of title to or difficulty in securing access to the State
Lands subject to this lease. The Lessee or any successor in interest to the Lessee is not entitlad
to any refund of prior rentals paid under this fease due to deficiency of title

(b) The State makes no warranty, express or implied, and assumes no lability

whatsoever, regarding the social. economic, or environmental aspects of the State Lands

Ty
Tl
[
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included in the Leasehold granted herein, including, without imitation, the soil conditions, water
drainage, access, natural or artificial hazards that may exist, or the profitability or fitness of the
State Lands included in the Leaschold granted herein for any use. The Lessee represents that the
Lessee has inspected the State Lands included in the Leasehold granted heremn and determined
that the State Lands are suitable for the use intended, or has voluntarily declined 1o do so, and

accepis the State Lands included in the Leasehold sz_rarated herein “as is” and “where is.

0. Reservation of Certain Rights fo the State
(a) The State reserves and will have a continuing and reasonable right of

access to any part of the State Lands (including the subsurface of, and the air space above, such
lands) that are subject to this lease, and a continuing right of physical eniry to any part of th
Leasehold for any purpose or reason that is reasonably consistent with any right or obligation of

the State, including but not limited to, inspection or monitoring,.

() The right of access and entry reserved in subsection (a) of this section will
extend 1o and be enjoved by any Contractor of the State as well as such other persons as may be

designated by the Commissioner.

(c) Upon request by the State, the Lessee shall provide the State and its
Contractors reasonable access to those portions of the Pipeline System situated on other lands in

the State for reasonable purposes, including but not limited to, inspection and monitoring,
Lessee does not represent that it has the right to provide unaccompanied access and physical
niry to lands in the State other than the Leaseheld for any purpose.

(d} There is reserved to the State the right to grant additional permits, leases
or easements for rights-of-way or other uses to third parties for compatible uses on, or adjoining
to, the State Lands subject to the right-of-way; provided that such grant shall not unreasonably
interfere with the rights under this lease. Before the State grants additional rights-of-way under
AS 3

ntentians

="J

35 for State Lands subject to the right-of~way, the State will nolify Lessee of 1ts

(e This lease is subject to the reservations set forth in AS 33.05.125 and the
rights and obligations contained in AS 38.05.130 as such statutes exist on the Effective Date of
this lease.

7. Access 1o Navigable and Public Waters - The State reserves a public access

casement 1o and along all public or navigable water bodies or waterways that border on or are

included in the State Lands included in the Leaschold. During construction and mainlenance
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activities, safe access outside the construction area shall be provided and maintained. No public
aceess easement may be obstructed or otherwise rendered incapable of reasonabie use for the
purposes for which it was reserved. Lesses will not petition to vacate, abandon, or extinguish
any public easement without the prior written approval of the Commissioner.

S. Covenants of Lessee - The Lessee expressly covenants, in consideration of the

rights acquired by it pursuant to this lease, that:

(a) Lessee assumes the status of and will perform all of its functions
andertaken under this lease as a common carrier and will accept, convey, and transport without
diserimination Natural Gas delivered to it for transportation {rom fields in the vicinity of the
Pipeline Systemn throughout its route on State Land obtained under this lease and on other land;
Lessee will accept, convey, and fransport Natural Gas without unjust or unreasonable
discrimination in favor of one producer or person, including itself, as against another, but will
take the Natural Gas delivered or offered, without unreasonable discrimination. that the
Regulatory Commission of Alaska or ifs successor with jurisdiction over common carrier
pipelines shall, after a [ull hearing with due notice to the interested paﬂies and a proper finding
of facts. determine to be reasonable in the performance of its dutics as a common carrier;

(b} Lessee will interchange Natural Gas with each like common camier and
provide connections and facilities for the interchange of Natural Gas at every locality reached by
both pipelines when the necessity exists, subject to rates and regulations made by the appropriate
state or federal regulatory agency,

{c) Lessee will maintain and preserve books, accounts, and records and will
make those reports that the State may prescribe by regulation or law as necessary and appropriate
for the purposes of administering AS 38.35;

() Lessee will accord at all reasonable times and places to the State and (s
authorized agents and auditors the right of access to its property and records, of inspection of iis
oroperty, and of examination and copying of records;

{(e) Lessee will provide connections, as determined by the Regulatory
Commission of Alaska or its successor with jurisdiction over common carrier pipelines, under
AS 42.06.340, to facilities on the Pipeline System subject to this lease, both on State Lands and
other land in the State, for the purpose of delivering Natural Gas to persons (including the State
and its political subdivisions) conftracting for the purchase at wholesale of Natural Gas

transported by the Pipeline System when required by the public interest
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H Lessee shall, notwithstanding any other provision, provide connections
and interchange facilities at State expense at such places the State considers necessary, if the

pud

State determines o take a portion of its rovalty or taxes in Natura! Gas;

{g) Lessce will construct and operate the Pipeline System in accordance with
applicable State laws and lawful reguiations and orders of the Regulatory Commussion of Alaska
or its successor with jurisdiction over commeon carrier pipelines;

1

1) Lessee will, at its own expense, during the term of this lease

e

i

(hH maintain the Leasehold and Pipeline System in good repair;

(2) promptiy repair or remedy any damage to the Leasehold;

(33 promptly compensate for any damage to or destruction of property
for which the Lessee s liable resulting from damage to or destruction of the Leaschold or
Pipeiine System;

{0 As more fully set out inn section 25 of this lease, Lessee will not transfer,
assign, or dispese of in any manner, directly or indirectly, or by transfer of control of the Lessee,
its interest in this lease, or any rigiis under this fease or any Pipeline Svstem subject to this lease
o any person other than another owner of the Pipeline Svstem (including subsidiaries, parents
and affillates of the owners}, except to the extent that the Commissioner, after consideration of
the protection of the public interest {including whether the proposed transferee 13 fit, willing and
able 1o perform the (ransportation or other acts proposed 1o a manner that will reasonably protect
the lives, property and general welfare of the people of Alaska), authorizes; the Commissioner
shall not unreasonably withhold consent to the transfer, assignment, or disposal;

() Lesses wiil file with the Commissioner a written appoiniment of a named
permanent resident of the State of Alaska to bhe its registered agent in Alaska and to receive
service of notices, regulations, decisions and orders of the Commussioner; if it fails to appoint an
agent for service, service may be made by posting a copy n the office of the Commissioner and
filing a copy of it in the Office of the Lieutenant Governor and by mailing a copy to the Lessee’s
last known address;

) the applicable law of the State of Alaska will be used in resolving
questions of interpretation of this lease;

(h the granting of this lease is subject to the express condition that the
exercise of the rights and privileges granted under this lease will not unduly interfere with the

ranagement, administration, or disposal by the State of the land affected by this lease, and that
Lessee agrees and consents to the occupancy and use by the State, its grantees, permittees, or

other lesseas of any part of the Leaschold not actually occupied or required by the Pipeline
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System for the full and safe utilization of the Pipeline System, for necessary operations incident
o land management, administration, or disposal;

{m)  as more fully set out inn section 11 of this lease, Lessee will be hiabie to the

State for damages or injury incurred by the State caused by Pipeline Activities and Lessee will

indemnify the State for liabilities or damages;

dUC
=

(n} Lessee will procure and furnish liability and property damage insurance
from a company hicensed to do business in the State or furnish other securitv or undertaking upon
the terms and conditions the Commissioner considers necessary if the Commissioner finds that
the net assets of the Lessee are insufficient to protect the public from damage for which the

Lessee may be liable arising out of Pipeling Activities,

9. Lessee’s Contractors, Agents and Emnlovees
{(a) Lessee shall require that all of its Contractors conducting Pipeline
Activities on the Leaschold:
(1) extend all mdemmities to include the State as an additional named
indemnites;
() name the State of Alaska as additional insured on all hability

nsurance policies maintained under their contracts with Lessee; and
(3) obtain an appropriate waiver of subrogation in faver of the State
with respect to all other insurance policies.

{b) Unless clearly inappiicable, the requirements and prohibitions imposed
upon the Lessee by this lease are also imposed upon the company’s agents, employces..
Contractors, and employees of each of them. The Lessee shall ensure complhiance with this lease
by its agents, emplovees and Contractors, and the e P’;plowes of each of th

10. Workers' Compensation Insurance - Lessze shall })1’0\:'1{1@ and mamtain, for all

emplovees of the Lessee engaged in work on the Leasehold, workers” compensation insurance a
required by state and federal law. Lessee shall ensure that all of its Contractors have obtained
workers” compensation insurance as required by state and federal law.  All workers’
compensation msurance pelicies required herein shall waive rights of subrogation against the
State of Alaska, its agents, and emplovees.

11 Indemnity - The Lessee assumes all responsibility, risk, and hability for its
Pipeline Activities and use of or contact with the Leasechold. The Lessee shall defend,
indemnify, and hold harmless the State, its agents and employees, from and against any and all

demands, causes of action (whether in the nature of an action for damages, indemnity,
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contribution, government cost recovery or otherwise), fines, judgments, suits, claims, actions,
proceedings, losses, costs (including reasonable attorneys’ fees and costs), expenses, charges,
forfeitures, hiens, liabilities, settlements, penalties, and damages of any kind or nature
whatsoever, including, but not limited to those alleging personal injury, W'orgfli death, nuisance
aroperty dd”lc__i environmental contamination (including any disposal, release, spill or
discharge or any threatened disposal, release, spill, or discharge of or conlamination by
hazardous materials), and environmental noncompliance (including the Lessee’s fatlure to
provide all information, make all submissions, and take all steps required by the authority under
the environmental laws or any other law concerning any spill. discharge, or contamination),

"

arising out ¢f, in comection with, directly or indirectly from, or otherwise incident to, Lessee’s

Pipeline Activitics or use of or contact with the Leaschold, except to the extent the sole legal

(F

cause of the injury or damage is the negligence or willful misconduct of the State or anyone
acting on the State’s behalf.

The Lessee shall immediately accept the tender by the State of any such cause of action,

lawsuit, or other proceeding brought against the State. Any reasonable attorneys’ fees or costs

imcurred by the State prior to such tender of defense shall be the complete and sole responsibility,

without limiiations, of Lessee. 1f the State tenders such cause of action, lawswt, or
nroceeding later than 20 days after service on the State, and the Lessee informs the State that the
defay in tendering will require Lessee 1o incur additional costs in order to respond in a competent
and timely manner, and the State is unable to obtain an extension of time sufficient to provide
Lessee with at least one-half of the number of days which the State originally had to respond.
then the State shall reimburse Lessee for documented, reasonable costs incurred by the Lessee
that are directly related 1o the delay in tendering.

The obligations of the Lessee to indemnify the State under the terms of this lease shall
survive the transfer, assignment, or other dzsposm(m of an mnterest in this lease as well as the

expiration, forfeiture, relinguishment, abandonment or other termination of this lease

12. Guaranty and State as Addifional Insured
{a) This lease is confingent upon UNOCAL and Marathon Gil Corporation

(Marathon} or a subsequent Lessee’s guarantor, as applicable, unconditionally guaranteeing. and
remaining capable of guaranteeing the performance of all of Lessee’s duties and obligations
under and by virtue of this lease. UNOCAL’s and Marathon’s unconditional guaranties are
attached to this lease as Exinbit C. If the Commissioner determines at any time that UNOCAL
and/or Marathon unconditional guaranties are insutficient to guarantee the performance of all the

Lessee’s duties and obligations under and by virtue of this lease, the Commissioner may require
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the substitution and delivery of a new form of guaranty from the same or another guarantor with
any provisions the Commissioner reasonably finds necessary, Lessee shall submit, on an annual
basis, the amnual financial statement and balance sheet for UNOCAL and Marathon or another
cuarantor if applicable.

(b} If the Lessee, at its option, obtains commercially available insurance
coverage for the Leaschold ané the Lessee’s activities in, on or related to the Leasehold, the
Lessee shall name the State as an additional insured on all such insurance policies obtained and
maintained by the Lessee, except that such insurance coverage shall not cover or apply where the
sole proximate cause of the mjury or damage 15 the willful musconduct by the State or anyone
acting on behalf of the State. Any commercially avaitable insurance purchased by Lessee under
thig section will not be construed to Iimit in any way the Lessee’s liabilities or responsibilities
under this lease

13. Timely Construction and Oneration - Lessee shall begin construction of the

Pipeling System within two (2) years of the Effective Date of this lease and shall begin operation
of the Pzpehne System as a common carrier within five (5) vears of the Effective Date of this
fease,  [Failure to begin construction and operation of the Pipeline System within these Ume
neriods for reasons within the control of the Lessee shall be grounds for forfeiture of the z‘igitiwofﬁ
way interest of the Lessee.

14, Pians and Permitting

(2) An approved Quality Assurance Program shall be the basis for monitering
commitments made by the Lessee concerning all Pipeline Activities.

{(b) Before any Pipeline Activities may commence, except those otherwise
authorized by the Comimissioner, the Lessee shail submit a construction plan as required by the
stipulations attached hereto as Exhibit A for review by the Commissioner. The construction plan
must be approved by the Commissioner prior to the commencement of any Pipeline Activities.

{¢) Before Natural Gas may be transported through the Pipeline, the Lessee
shall submit a survelllance and monitoring program as required by the stipulations attached
hereto as Exhibit A for review by the Commissioner. The surveillance and monitoring program
must be approved by the Commussioner prior to Natural Gas being transported through the
Pipeline,

(d) Before any particular activity requiring any federal, state, or municipal
permits or authorizations occurs under this lease, all required federal, state, and municipal
permits and other authorizations for that particular activity must be issued to the Lessee. The

Lessee shall maintain any such required permits in good standing for so long as such permits are
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raquired for activities carried on pursuant to rights granted under this lease during the term of
this lease.

{e) if cultural resources eligible for the National Register of Historic Places
are adversety affected by Pipeline Activities during construction or operations, Lessee shall
mitigate these s A mitigation plan shall be developed by the applicant in consultation with
the Office of History and Archaeclogy and approved by the Commissioner, Department of
Natural Resources. Mitigation of adverse effects stemming from pipeiine construction shall be
completed within four years of issuing the permit.

13, Conduct of Operations

(a) The Lessee assumes all responsibility, risk, and liability for its Pipeline
Activities and use of or contact with the Leasehold. The Lessee shall perform all Pipeline
Activities under this lease in a lawful, prudent, and skiliful manner in compliance with the terms
and conditions of this lease and all required permits. The Lessee shall carry out at the Lessee’s
expense all lawful orders and requirements of the State relative to the Lessee’s occupation and
use of the Leasehold within a reasonzble time period. [f the Lessee fails to carry out these orders
and requirements, the State has the right to enter the Leasehold and af the Lessee’™s expense

perform any or all of the following:

(1 repair damage;

(2) prevent imminent harm to workers;

(3) protect public health or safety; and

{4} prevent immediate, serious or irreparable harm or damage to the

environment.

This right is not exclusive of anv other right the State has under this lease and the State
may take such other actions and pursue such other remedies ag may be availabie (o it under this
tease and under applicable law.

The Commissioner shall submit te the Lessee a statement of the expenses reasonably
incurred by the State of any required action taken pursuant to this section. The Lessee shall pay
the amount shown within 30 days of receipt of the statement with interest accruing from the date
of the statement.  Such interest shall accrue at the legal vate of interest set forth in AS
45.45.010(a).

{b} The Lessee shall prevent or, if the procedure, activity, event or condition
already exists or has occurred, shall abate, as completely as practicable. using the Best
Pmcti{:abie- Technology Available, any physical or mechanical procedure, activity, event or

condifion:
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(H that 1s susceptible to preventicn or abatement;
(2 that arises out of, or could adversely affect, Pipeline Activities; and
(33 that causes or tireatens to cause
{a) a hazard to the safety of workers or to the public health or
safety {including but not limited to personal mjury or loss of life with respect to any person or
Personsy; or
{h) immediate, serious, or irveparable harm or damage to the
environment (including but not limited to soil, sediments, water and awr qua?ity, arcas of

egetation, fish or other wildlife populations or their habitats, or any other natural resource}.

EJ‘

{c) The Lessee shall provide reasonable protection to public or
private improvements on State Land, which may be adversely affected by Pipeline Activities. If
the Commissioner determines that the Lessee has caused damage to such public or private
improvements, and if the owner of such improvements so requires, then the Lessee shall
promiptly repair or reimburse the owner for reasonable costs in repairing such improverments to a
condition which is satisfactory to the owner, but which does not exceed the improvements’
condition prior to damage. This section does not limit in any way the legal or equitable remedics
that may be available to a public or private ewner of improvements on State Land.

16. FEnvironmental Compliance

{a) Nothing in this lease authorizes the discharge or disposal of any petroleum
products, gasoline, hazardous chemicals, or Hazardous Materials mio the atmosphere, ground, or

anv body of water within the Leasehold.

(b) No provision in this lease in any way alters the State’s powers and rights
or the Lessee™s duties and liabilities under Title 46 (or its successor) of the Alaska Statutes or

other state, federal, or municipal statutes, regulations, or ordinances.

17. Taxes and Liens on Leasehold

(a) During the term of this iease, Lessee shall pay any and all real property
taxes, assessments, and similar charges levied by the State, any municipality, or any other
governmental entity upon the interest in the Leasehold granted to Lessee by this lease, subject (o
any rights Lessee may have to appeal or protest such taxes, assessments or charges. [ no event
shall Lessee permit or allow iis interest in the Leasehold granted by this lease to be lost or the
State’s title (o the Leasehold to be clouded or encumbered as a result of the nonpayment of any
such taxes, assessments, or charges

{b) During the term of this lease, Lessee shall pay for all labor and service

performed upon or materials furnished to the Leasehold by, for, or at the request of Lessee.
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[essee shall keep its interest in the Leaschold granted by this lease and the State’s title to and
interest in the Leaschold free and clear of any and all liens, including but not limited to.
mechanic’s, mining, labor, or materialmen’s liens, arising out of or resulting from the
performance of labor or services upon or the furnishing of materials to the Leasehold by, for, or
at the request of Lessee, except those liens arising by operation of law for which payment is not
yet due. Lessee shall have the right to contest, in the courts or otherwise, the validify or amount
of any such lien that may be filed. The Lessee shall post and record notices of nonresponsibility
for the benefit of the State pursuant to AS 34.35.065 and AS 34.35.150 and any other similar
apphicable laws.

(¢) During the term of this lease, Lessee shall not allow the State’s ttle to or
intercst in the Leasehold to be encumbered by any judements entered by a court of law agamst
Lessee or Lessee’s Contractors. If a lis pendens is filed arising from pending or actual litigation
against Lessee or its Contractors that encumbers or purports to encumber the State’s title to or
imterest in the Leaschold, Lessee shall diligently and with best efforts seek to effect immediate
removal of that Iis pendens.

18. Orders by the Commissioner - The Commissioner may 1ssue any od EEBATY

1o enforce or ll"ﬂpu.fi"’lel’i[ any prov 1s1on of this lease.

19, Formal Enforcement

(a) The State, in a proper action instituted by if, may seek a decree against the
Lessee for specific performance or other equitable relief, as may be appropriate. This section
shal! not be construed to limit any remedy, legal, equitable, or otherwise, available to the State
ander this lease, the laws of the State of Alaska or the laws of the United States.

(o) In the event that the State prevails, all costs and attorneys’ fees reasonably
incurred by the State for the enforcement of this lease shall be added to the obligations due and
payable by the Lessee and submitted with the statement of expenditures under section 24

20, Information - The Commissioner may order the Lessee at any time to furnish any
and all information related to Pipeline Activities as may be reasonably relevant {o the
Commissioner’s responsibilities and duties to implement and enforce this lease. [T the Lessce
desires that records submitted to the State be kept confldential, the Lessee shall submit a request
for confidentiality in writing to the Commissioner ajong with the basis for ils ciaim of
confidentiality. The Commissioner shall retain records as confidential to the extent congistent
with the Commissioner’s authority to do so under applicable State statutes.

71, Modification - The Commissioner may, by written order, require the Lessee to

make such modification of the Pipeline System as the Commissioner determines is necessary 1o
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(a) protect or maintain stability of the foundation and other earth material

(b) profect or maintain integrity of the Pipeline Systen;

() control or prevent unnecessary damage to the environment (including but
not limited to soil, sediments, water and air quality, areas of vegetation, fish or other wiidlife
populations or their habitats, or any other natural resource); or

{d) remove hazards fo public health and safety, including the activities of
{essee’s agents, employees, Contractors. and the employees of each of them.

Before delivery of any such order, the Commissioner shall confer with Lessee, if
practicable to do so in the sole discretion of the Commissioner, rege arding the required action or
actions included in the order. Any such order shall state in detail what is demanded of Lessee
and the reasons and basis for such demand.

22, Temporary Suspension

{a) The Commissioner may at any time order the temporary suspension of any
or all Pipeline Activities, 1f
(1 n immediate temporary suspension of the activity or the activites
15 necessary o protect
(A)  public health or safety (including but not himited to
personal injury or loss of life with respect Lo any person or persons); or
(B) the environment from immediate, serious or irreparable
harm or damage {including, but not limited to harm or damage to soil, sediments, water and air
quality, areas of vegetation, fish or other wildlife population or their habitats, or any other natural
respurce); or
(2) the Lessee, its agents, emplovees, or Contractors are failing or
refusing, or have failed or refused, to comply with or observe:
(A)  any provision of this lease intended to protect public health,
safety or the environment; 0
(B) any order of the Commissioner implementing any provision
of this lease or any agreement, plan, permit, or authorization approved, issued or granted by the
Commissioner in connection with all or any part of the Pipeline System.
(h) A temporary suspension order will specify:
(h the activity or activities which must be stopped and

the site of such activities;
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(23 the reason for the issuance of the order, mcluding a
description of the immediate, serious or irreparable harm sought (o be avoided that requires
suspension ol an activity or acuvities;

(3) the name of the person issuing the order:

{4) the name of the Lessee’s representative 1o whom the
order 1s issued; and

(5) the time and date of the order

{c) When a temporary suspension order is issued by any delegate of the
Commissioner other than the State Pipeline Coordinator, a copy of the writien deiegation of
authority from the Commissioner must accompany the order. A copy of the temporary
suspension order must be provided to the Lessee in a manner specified by section 34(b) heren.

(d) A temporary suspension order is effective as of the date and time given,
unless it specifies otherwise. A written temporary suspension order will remain in full force and

effact until modified or revoked in writing by the Commissioner.

(e) If the Commissioner finds that an emergency exists, a temporary
suspension order may be given orally to Lesses or a Field Representative, I an oral temporary

suspension order is given, a written order consistent with the requirements of subsection (b) shall
be jssued no later than 72 hours after the oral order is given, An oral temporary suspension order
that is not confirmed with a written order within the specified time is vacated.

() To the extent practicable, the Commissioner will give the Lessee prior
notice of any temporary suspension order. If circumstances permit, the Commissioner will
discuss with the Lessee before issuing the order measures that would:

(1} immediately abate or avoid the harm or threatened harm that 18 the
reason for the issuance of the order; or

(2) effect compliance with the provision or order, whichever 1s

() After a temporary suspension order has been given by the Commussioner,
the Lessee shall promptly comply with all of the provisions of the order and shall not resume any
activity suspended or curtailed thereby except as provided in this lease, a subsequent order of the
Commissioner, or a court order.

(h) When the Commissioner is satisfied that (1) the harm or threatened harm
has been abated or remedied, or {2} the Lessee has effected, or is ready, willing and able to
effect, compliance with the provisions of the temporary suspension order, whichever Is

applicable, the Commissioner will promptly authorize in writing the resumption of the suspended
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activity or activities. The Commissioner shall render a decision within three days of the date that
the request from the Lessee to resume suspended activities is received by the Commissioner.
The decision will state whether the request is granted or denied, and the basis for the decision.

(1) (1) Withoat limiting any other rights available under 11 AAC 02 or
any other law, the Lessee may bring appeals from temporary suspension orders of the
Commissionsr’s delegates, requests for reconsideration from temperary suspension orders of the
Commissioner, and requests for reconsideration of denials of requests to resume suspended
activities under the provisions of this section. The Lessee may:

(A)  appeal directly to the Commissioner for review of any
temporary suspension order issued by a Comumissioner’s delegate under this section; or
(B) request reconsideration from the Commissioner of
(1 any temporary suspension order issued by the
Commissioner; or
{2} any denial by the Commissioner of a request for
resumption of activities suspended under such temporary suspension order.

(2} The Lessee shall file a notice of appeal or a reguest for
reconsideration brought pursuant to this subsection within 10 days after the effective date of the
order or denial being appealed. The notice must set forth with particularity the order or denial
being appealed and must contain a statement of facts and points of law the Lossee wishes 1o
present to justify modification or reversal of the order or denial. All statements of fact must be
under cath.

(33 The Commissioner shall decide an appeal or a request for
reconsideration within 10 days from the date the Commissioner received the notice of appeal or
request for reconsideration from the Lessee. If the Commissioner does not render a decision
within that time, the appeal or request for reconsideration will be considered to have been denied
by the Commissioner. and that denial will constitute a final agency decision appealable in
accordance with the rules of the court, and to the extent permitted by apphcable law.

23, Commiissioner’s De¢isions

{a) Except as set forth in subsection (b), any decision of the Commissioner as
to any matter arising out of this lease will constitute the final agency decision appeaiable In
eccordance with the rules of the court, and to the extent permitted by applicable law. The
Commissioner will act in writing upon each required submission for approval of an action by the
Lessee. The absence of any comment by the Commissioner on any plan, design, specification, or

other document which may be filed by the Lessee with the Commissioner will not represent

Kenal Kachemak Pipeiine ROW Lease Page 17 of 32 ADL 228162



assent to, approval of or concurrence in such plan, design, specification or other document, or
any action proposed therein. Except as otherwise provided in section 22(e), any written
approval, instruction or order remains in effect unless and until written notice of the withdrawal
or modification of the approval, instruction or order is provided to Lessee. Any disapproval by
the Commissioner will state what additional action is necessary to gain approval,

(b) Decisions of a Commissioner’s delegate shall not constitute {inal agency
decisions and are subject to the procedures for appeal and reconsideration as set forth in 11 AAC
02, except as otherwise provided in section 22(1).

24, Remmbursemernt of Siate Expenses

(a) Lessee shall reimburse the State for all reasonable costs incurred by the

Pineline Sysiam_ The Comnussioner will administer thls fease to reasonably assure that
unnecessary employment of personnel and needless expenditure of funds are avoided.
by Reimbursement provided for in this section must be made for each quarter
ending on the last day of March, June, September, and December. On or before the 90th day
after the close of each guarter, the Commissioner will submit to the Lessee a wriiten stalement
dsscribing any reimbursable costs incurred by the State during that quarter. Thig statement may
be supplemented within 180 days after the end of a fiscal year for costs incurred in the State’s
fiscal year which were not previously submitted. The State shall submit mnvoices to (or to any

ew address that the Lessec designates in writing):

Kenai Kachemak Pipeline, LLC
NORSTAR Pipeline Company

C/O ENSTAR Natural Gas Company
P. O. Box 190288

Anchorage, Alaska 99519-0288

(c) Lessee shall pay to the State the total amount shown on each statement
submitted under subsection (b), less any item that Lessee disputes, within 30 days of receipt. If
the Lessee disputes any item of a statement for reimbursement, the Lessee shall, on or before the
date on which the statement is due and payable, deliver to the Commissioner written notice of

ach item that is disputed, accompanied by a detzailed explanation of its objection, and the Lessee
shall pay the State those amounts for the items that are not disputed. The Comnussioner shall

provide a written decision regarding Lessee’s objections within 30 days of receipt of Lessee’s
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objections.  Lessee shall then immediately pay any unpaid items determined by the
Commissioner to be payable

(&) The Lessee may conduct, at its own expense, and by auditors or
accountants designated by the Lessee, reasonable audits of the books, records and documents of
the Staie relating to a statement submitted under subsection (b) of this section, af the places
where such books, records and documents are usually maintained and at reasonable times.
Written notice of intent to conduct an audit must be given to the Commissioner {1) at least 13
davs prior to the audit and (2) not later than the 60th day after the date that the State submits the
statement under subsection (b) of this section. An audit under this subsection must be completed
within 180 davs after receipt by the State of the notice of intent to conduct an audit. Lessee may
present the results of an audit to the Commissioner in 2 written notice requesting a timely review
by the Commissioner of errors, omissions, or discrepancies noted in the audit, including
unnecessary employment of personnel or needless expenditures of funds. The Commissioner
shall meet with the Lessee within 30 days of receipt of the notice of resulis of the audit to discuss
and attemp! to resolve all ftems listed in the notice of results. The Cormmissioner shall promptly
provide a written decision {o the Lesseze setiing forth the results of the meeting between the
Lessee and the Commissioner. Any items previously reimbursed to the State but found during
the audit and concurred in by the Commissioner in the written decision setting forth the resulis of
the meeting to have been in ervor, improper, unnecessary, or needless shall be reimbursed within
30 days afler the date of the Commissioner’s written decision.

{e) Nothing herein requires the State to maintain books, records or documents
other than those usually maintained by it, provided such boocks, records and documents
reasonably segregate and identify the costs for which reimbursement is required by this section.
Such books, records and documents must be preserved for a period of at least two vears alter the
State submits a statement for reimbursement based on such books, records and documents. The
Lessee and audifors or accountants designated by the Lessee will be given reasonable access fo,

and the right to copy, at Lessee’s expense, all such books, records and documents.

25, Transfers of Interest
{a) The State may convey all or a portion of its ownership of the State Lands

subject to this lease at any time to any entity allowed by law. Any conveyance, transfer or other
disposition, subsequent to the execution of this lease, of any right, title, or interest in any of the

State Lands subject to this lease shall be subject to this lease, including the Lessee’s right to

renew the lease under section 2{c) herem.
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{b] An unapproved fransfer, assignment, or other disposal does not relicve
Lessee of any obligation assumed under this lease, 1s ineffective to transfer interests in and
obligations assumed under this lease, and constitutes a default under this lease. The guaranties
of UNOCAL and Marathon shall extend to guarantee the duties, liabilities and obligations of any
transferee, or assigrnee under and by virtue of this lease, unless the Commissioner determines that
another guaranty or security sufficient to protect the public interest has been provided. in the
event that approval 1s requested for a transfer, assignment or other disposal to a proposed
assignee, transferee, or other receiving party which would not receive s inlerest in the
transaction directly from the Kenat Kachemak Pipeline, LLC, the Commissioner shall not
consider the existence of UNOCAL and Marathon guaranties in making the determination
whether the proposed assignee, transferee, or other party receiving s fit, willing and able. If the
Commissioner determines that a guaranty or other security is required for the proposed assignee,
transferee, or other receiving party, the Lessee or the proposed assignee, transferee, or other
receiving party may secure a replacement guaranty or other security satisiactory (o the
Commissioner. Upon the determination by the Commissioner that a replacement guaranty or
other security is sufficient to protect the public interest, the guarantor providing the z'ep'xau:nwm
guaranty or other security shall be the primary guarantor for this fease. The Commissioner may

guaranior has defaulted on s

5
fard

make demand upon a prior guarantor only if the primary
obligations under its guaranty and if the prier guarantor has not yet been released from its
guaranty. Nothing in this section requires the Commissioner to release any existing guarantor
from ils guaranty.

(c} A wansferee or assignee of any approved transfer, assignment, or othes
disposal under subsection (b} is subject to the same rights, duties, habilites and obligations sef
forth herein as is Lessee.

(d) |Lessee may not transfer, assizn, or otherwise dispose of any mterest in, {0,
or under this lease that pm‘ports to cover less than all of the State Lands subject to this lease.

(&) (H Subject to the exception set forth in section 25{e)(2), all transfers
of an ownership interest in the Lessee or in a transferee or assignee to a third party or parties,
including transfers to other owners of the Pipeline System (including subsidiaries, pareats and
affiliates of the owners) which do not require approval under section §(i) herein, must be
reported to the Commissioner. For those transfers to parties other than other owners of the
Pipeline System (including subsidiaries, parents and affiliates of the owners}, the Commissioner

reserves the right to determine whether such transfers of ownership interest constitute a “transfer
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of control” for purposes of section 8(i) of this lease. The Commissioner’s determination must be
int writing and based on substantial evidence.

{2y If the Lessee, transferee or assignee 1s a publicly held corporation,
meaning a corporation whose stock is and will normally remain available for trade on a national
stock exchange, only transfers of ownership interest of 30 percent or more need to be reported
under section 25{e)} 1) of this lease.

(H Upon application for approval of a wansfer, assignment. or disposal of
interests under this lease which results in there being more than one party with an interest in the
Leasehold or in the Pipeline System, the Commissioner will, in the Commissioner’s discretion,
establish the limit of the obligations and liabilities of each parfy arising under this lease. If the
Commissioner does not establish the hmit of the obligations and Habilities of each party, the
obligations and liabilities will be joint and several.

(2) In the event of a transfer, assignment, or other disposal of less than the
entire undivided interest granted in, to or under this lease to the Lessee, the Lessee and its
transferce or transferees must appoint one party to comply with section 8(j) of this lease.

26, Delault and Forfeilure

(a) Failure of the Lessee 1o substantially comply with the terms of this lease
shall be grounds for forfeiture of the right-of-way interest of the Lessee in an action brought by
the Commissioner in the Superior Court. Before the commencement of any action for forfetture
of an interest in the right-of-way under this section, the Commissioner shall give the Lessee
notice in writing of the allesed default and shall not commence the proceeding unless the Lessee
has failed to initiate good faith efforts to cure the default within 60 days of the notice of the

alleged default or fails to diligently continue the same until cured,

(b} No items on the Leasehold, including but not limited to, improvements,
structures, machinery, eguipment, tools, or materials, may be removed from it by the Lessee
white the Lessee is in default except with the Commissioner’s prior approval.

(c) Upon forfeiture of the interest of the Lessee in this lease by a court of
competent jurisdiction:

(1) The State shall have an immediate right to possession of the
[easehold and to all items found thereon, including but not limited to, improvements, structures,
machinery, equipment, tools, and materials, and except as otherwise approved or permitted by
the Commissioner for the purposes of allowing the Lessee to abandon in place or remove the
Pipeline System and to comply with an approved plan 1o Restore, and Revegetate the Leasehold,

any possession by the Lessee shall be unlawful.  Subject 1o the State’s best interests, the
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Commissioner shall order in writing the disposition of all such improvements, structures,
machinery, equipment, fools, materials, and any other 1item on the Leasehold. The
Comimissioner’s options with respect to any disposition under this subsection inciude, but are not
limited 1o saie, transfer, lease, auction, destruction, repair and abandonment n place, retention
in State ownership for a public or state use, and removal. The Commissioner may order the
Lessee to perform disposition work required under this subsection. The Lessee is responsibie for
all disposition costs incurred by the State under this subsection.
(2} The Lessee shall be obligated 0 Restore and Revegetate the

Leasehold o the condition ordered by the Comimissioner.

(d} The Commissioner shall have up {o one vear following entry of judament
of forfeiture by a court of competent jurisdiction to issue his disposition order or orders under
subsection {c).

(e) In the event of a forfeiture of this lease under subsection {¢), the Lessee
shall be liable for any obligations due and payable and for all costs, expenses, and fees incurred

by the State arising out of the State’s efforts to grant a new right-of-way lease for this Leasehold.

{f) After forfeiture, any new right-of-way lease {or the Leaseheld will have no
effect on the Lessee’s continuing rights and obligations under this lease.
27, Lessee™s Obligations Upon Termination Not Resulting From Forfeiture
{a) This section shall apply to all terminations of this lease, whether from

expiration, relinquishment, abandonment or otherwise, with the exception of a forfeiture under
section 26.

(b} Prior to the expiration, relinquishment, abandonment or termination of this
lease, the Commissioner shall determine in writing whether a public interest exists which
requires that ali or a portion of the Pipeline System be left in place following the expiration,
relinguishment, abandonment or termination of this lease.  The Commissioner’s writlen
determination shall (1) describe which compoenents of the Pipeline System, if any, must remain
on the Leasehold following the expiration, relinquishment, abandonment or termination of this
lease. and (2} resclve issues pertaining to title to such components of the Pipeline System.

{c) No later than 60 days after receipt of the Commissioner’s determination
under subsection {b), the Lessee shall submit the following to the Commissioner for the
Commissioner’s approval:

{1 A plan for the removal of all items found on the Leasehold,

including but not Hmited to, improvements, structures, machinery, equipment, tcols and
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materials, but excluding those components of the Pipeline System described m the
Commissioner’s determination under subsection (b); and

(2) A plan to Restore and Revegetate the Leaschold.

(d} If the Commissioner determines under subsection (b) that a public interest
does not exist which requires that all or a portion of the Pipeline System be lefl in place, then no
later than 60 days following receipt of the Commissioner’s determination, the Lessec shall
submit the following to the Commissioner for the Comumissioner’s approval:

(1) A plan for the removal of all items found on the [ easehold.
including but not limited to, improvements, structures, machinery, equipment. tools and
materials; and

{2 A plan to Restore and Revegetate the Leasehoid.

Should Lessee fail to comply with the requirements of this subsection, then section 26¢(1) and
(23 shall govern the expiration, relinquishment, abandonment or termination of this lease.
{e) The Commissioner shall set a reasonable time, which may be extended,

during which the Lessee shall implement the plans in subsection {c) and {d). The Lessee shaii be

responsible for all costs of implementation of the plans required by this section,
(n Following completion of the time period for plan implementation under

subsection (e) and any extensions, the Commissioner shall order the disposition of all
improvements. structures, machinery, equipment, toois, and materials, if any, that the Lessee
failed to remove. The Commissioner’s options with respect to any disposition under this
subsection include. buf are not limited to: sale, transfer, lease, auction, destruction, repair and
ahandonment in place, retention in state ownership for a public or state use, and removal. The
Commissioner may order the Lessee to perform disposition work required under this subsection.
The Lesses is responsible for all dispesition costs incurred by the State under this subsection.

(g) If the Lessee fails to submit or fully implement the plans required by this
section, the State’s options include any of the following:

(1 The Commissioner mayv order the Lessee to submit and fully
implement the plans required by this subsection,

(23 The State may develop the plans required under this section and
order the Lessee o fully implement them. The Lessee shall be responsible for all costs incurred
by the State in developing such plans.

(3) The State may complete the required work under such plans. The

[essee shall be responsible for all costs incurred by the State for such work,

b
jve
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(k) In the event the Commissioner makes a determination under subsection (b)
that all or a portion of the Pipeline System shall remain on the Leaschold following the
expiration, relinquishment, abandonment or termination of this lease, then Lessee shall be
released from all future obligation or liability for the portion of the Pipeline Svstem the
Commissioner determined shall remain on the Leasehold, including but not limited to,
sbandonment or removal liability, and from any obligation to Restore and Revegetate the
[ easehold afier completion of the plan epproved under subsection (¢) herein, with the exception
of obligations under sections 8(m) and 11 herein, which cannot be released. Upon release, the

.....

Srate or its assignee shall immediately assume all responsiviity and obligation for the Pipeline
System or any part thereof remaining on the State Lands formerly subject to this lease. Such
release will not discharge Lessee from performance obligations and other liabilities which have
accrued prior to the expiration, relinquishment, abandonment or termination of this lease.

28. State Not Liable - The State is not lable for any expenditures made or undertaken

by the Lessee under thus lease.

29, Release of Interests

{aj Tn connection with the relinquishment, abandonment or ather termination
before the expiration of this lease, of any right or iterest in the Leaschold, or in the use of all or
any part of the State Lands subject to this lease, the Lessee shall promptly execute and deliver to
the State a valid instrument of release in recordable form, which must be executed and
acknow!ledzed with the same formalities as a deed. The instrument of release must contain,
among other things, appropriate recitals, a description of the pertinent rights and interests, and
for the benefit of the State and its grantees or assigns, express representations and warranties by
the Lessee that it is the sole owner and holder of the rights or interests described therein and that
such right or interest is free of all liens, equities or claims of any kind requining or that may
require the consent of a third party, claiming in whole or in part by, through or under the Lessee,

for the valid release or extinguishment thereof, except for such that are owned or claimed by

third parties that have joined in the execution of £ the release. The form and substantive content of

ch instrument of release must be approved by the Commissioner, but except as otherwize

arovided for in this subsection, in no event will anv such instrument operate o increase the
existing labiiitics and obligations of the Lessee ‘urnishing the release.

(b) A release under this section must be accompanied by such resolutions and

certifications as the Commissioner may require, including the power or the authority of the

Lessee, or of any officer or agent acting on its behalf, to execuie, acknowledge or deliver the
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{(c) Notwithstanding any language or provision in the release that operates or
could operate to the contrary, neither the tender, nor approval and acceptance, of any such
release will operate as an estoppel or waiver of any claim or judgment aganst the Lesses or as a
relief or discharge, in whole or in part, of the Lessee from any of its then existing liabilities or
obligations whether accrued or contingent.

(d) Lessee may relinguish to the State at any thne any or all of the State Lands

subject to this lease that the Lessee determines are no longer necessary for the Lessee’s Pipeline

Aclivities by filing a release as provided for above. The release shall be effective as of the date
the release is approved by the Commissioner, subject to the continued obligations of the Lesse
to fulfiil ali oblizations and resolve all liabilities arising under this lease

{e) No later than one vear following the date Natural Gas is first transported

through the Pipeline, Lessee shall:

(D file with the Commissioner a map or maps of survey, approved by
the Commissioner, showing the final As Built location of the Pipeline as proof of construction of
the Pipeline; and

{2) execute and deliver to the State for the Commissioner’s approval &
release of interests for all of Lessee’s interests in the Leaschold other than the Operation and
Maintenance Right-of-Way, which right-of-way is described in Exhibit B.

Effective on the first Lease Anmiversary Date following the approval by the

Commissioner of the requirements in this subsection, all interests of Lessee in the Leascholc
other than the Lessee’s interests in the Operation and Maintenance Right-of—\-—’\fay, described in
Exhibit B, shall be released, subject to the right of the Commissioner to approve, at the request of
the Lessee, an increase in the width and total acreage of the Leaschold as is necessary o cairy
out Termination Activities in compliance with a plan approved by the Commissioner, which
approval shall not be unreasonably withheld,

30, Authorized Representatives - The State Pipeline Coordinator and the person

executing this lease on behalf of the Lessee shall be the authorized representatives for their
respective principals for the purposes of administering this lease. This authorized representative
is in addition to the registered agent required to be appointed pursuani to section 8(j) herein. The
State or the Lessee may change the designation of its authorized representative or the address to
which notices to that representative are to be sent by a notice given in accordance with section 34
helow. Additionally, a Field Representative must af all times be available 1n the immediate area

o

of the Leasehold and must be designated by the Lessee by notice to the State. Notwithstanding
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the designation of Field Representatives, if any, notices or orders delivered to Lessee’s
authorized representative shall control.

11, No Third Party Beneficiaries - The parties to this lease do nof mtend to create any

rights under this lease that may be enforced by third parties for their own benefit or for the
benefit of other

32. {ocal Hire - The Lessee is encouraged to hire and employ local and Alaska
residents and companies, to the extent they are available and qualified, for work performed
pursuant to this lease, The Lessee is encouraged Lo ¢oo! ‘dinate with smployment services offered
by the state and local conununities and to recruit employees from local communities.

33, Nondiscrimination - The Lessee and the Lessee’s Contractors may not

discriminate against any employee or applicant because of race, religion, marital status, change
in marital status, pregnancy, parenthood, physical handicap, color, sex, age, or national origin as
et out in AS 18.80.220. The Lessee and its Contractors, on beginning any Pipeline Activities
must post in a conspicuous place notices setting out this nondiscrimination provision.

34, Correspondence

{z) Any notice or demand by the Lessee will be made in writing and must dbe
given personally by hand delivery to the State, or by certified mail, postage prepaid, retum

re zpt requested, addressed as follows (or to any new address that the State designates in

State Pipeline Coordinator’s Otffice
411 W, 4th Avenue, Suite 2
Anchorage, Alaska 99501-2343

Delivery to the State oceurs (1) if by hand delivery, when personally received by the

addressee, and {2) if by certified mail, when the notice or demand is signed for by the State or

(b} Except as provided for in section 22 of this lease, any | wotice or demand by

o

he State will be made in writing and must be given personally by hand delivery to the Lessee, or

—

by certified mail, postage prepaid, return receipt reguested, addressed as follows {or to any new
address that the Lassee designates in writing

Kenat Kachernak Pipeline, LLC

NORSTAR Pipeline Company

/0 ENSTAR Natural Gas Company

P. Q. Box 190288
Anchorage, Alaska 99519-0288

Kenal Kachemalk Pipeline ROW Lease Page 26 of 33 ADL 228162



Delivery to the Lessee occurs (1} if by hand delivery, when personally received by the
addressee, and (2) if by certified mail, when the notice or demand is signed for by the Lessee or
Lessee's agent.

(c) Other correspondence may be made by delivery, hand delivery, or faxed
with original to follow in the mail.

~

35 Waiver Not Continuing - The waiver by the State of any breach of any provision

of this lease, whether express or implied, will not be construed to be a continuing waiver or a
waiver of or congent to any subseguent or prior breach by the Lessee. The waiver by the Lessee
of any breach of any provision of this lease, whether express or implied, will not be construcd to
be o continuing waiver or a waiver of or consent Lo any subsequent or prior breach by the State.

36. Richis and Remedies Cumulative - No right or remedy conferred by this lease

upon or reserved to the State or the Lesses is intended to be exclusive of any other nght or
remedy provided for by this lease or by law, and cach and every right and remed fy set forth
herein shall be cumulative.

—~

37, Authority to Enter Into Lease - The Lessee represents and warrants to the State

that (a) it is authorized and empowered under the agpiicabie laws of the State of Alaska and its
jurisdiction of formation 1o enter into and perform this lease in accordance with the lease and its
provisions; (b} the Lessee has approved and authorized the execution, delivery and performance

of this lease insofar as if pertains to the obligations of the Lessee; (¢} all action that may be
necessary to the approval, execution, and delivery of this lease by the Lessee, has been raken:
and (d) all of the required and necessary approvals, authorizations, and actions are in effect at the
time of the execution and delivery of the lease.

38. Delecation of Authority - The Commissioner may make delegations of authority

and changes to delegations of authority to administer all or a portion of the provisions of this

lease, consistent with AS 38.35.210, at any time. The Commissioner shall notify Lessee in
writing of any such delegation of authority or change in delegation of authority.

39. Interpretation of Lease

(a) Any interpretation of this lease must take into account the parties” intent
and understanding that the protection and preservation of the Leasehold’s environment are high
priorities, and the nature of the environment, including permafrost and seismic areas, will require
special consideration and a high degree of care.

(b} The parties acknowledge that this lease is an “arm’s length” agreement.

and that sach party has had an adequate opportunity to consult with counsel, and has consulted
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with counsel with respect to this lease. The parties agree that ambiguities in this lease shali not
be construed either for or against any party.

(c) The language of the terms and conditions of no other common carrier
nipeline lease may be used to assist in resolving any disputes arising from the interpretation of
this lease, unless such language is identical to the language in this lease.

30. Compliance - Lessee shall conduct ail Pipeline Activities in compliance with all
applicable Federal, State and local laws and regulations.

41. Venue - The venue for any appeal or civil action relating to this lease shall be in
the Third Judicial District, State of Alaska,

42. Recording - Upon execution, acknowledgment, and delivery of this lease, the

Lessee shall at its sole expense cause this lease to be recorded in the Kenai and Homer
Recording Diswricts, State of Alaska.

43. Severability - A judicial finding that any term or condition of this lcase is

uniawful or invalid may not operate to invalidate this lease or any other term or condition of the
lease.

ey Amendments in Writing - No amendment to this lease is effective until agre reed to

<

in writing by the parties.

45, Exhibits - The foliowing exhibits are attached to this lease and arc, by this
reference, incorporated into this lease as if they were set out in their entiraty:
(a) stipulations for this lease attached hereto as Exhibit A included pursuant to

AS 38.35.120(¢) and {d);

(b) a description of the land included in the general route of the n ght-of-way
attached as Exhibit B;

{(c) the required guaranties attached as Exhibit C; and

(d) a list of documents submitted by Lessee attached as Exhibit D;

(’_e) the Utility Permits, Permit Nos. 1-115400-02~ 249, 1-110000-02-254,

110000-02-255, 1-110000-02-256, and 1-031236-02-257, issued by the State of Alaska,

Dcpari‘ment of Tz‘ansporzaticn and Public Facilities attached as Exhibit E.

46. Meroer Clause - This lease, including all Exhibits hereto, documents that are
required to be approved by the Commissioner by this lease, and the documents lisied in Exhibit
D and the utility permits within Exhibit E, contains the entire agreement between the parties, and
is binding upon the parties.

47. Section Headines - The section headings in this lease are for convenience only

and have no other significance.
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48.  Definitions - The following words have the following meanings unless the context
unavoidably requires otherwise:
{a) As_Built means an engineering diagram and survey that depicts the
centerline location of the Pipeline and the improvements as constructed.

(b} Best Practicable Technology Available means the best technology

commercially available that is proven to be successful for the purpose to which i is proposed to
be used and 1s determined to be economic under the facts of the situation for which it is proposed
to be used.

(c} Commissioner means the Commissioner of the Alaska Department of
Natural Resources and includes the Commissioner’s delegates, when a delegation of power fo
administer all or a portion of the provisions of this lease 1s made.

{d) Contracior means any contractor or subconiractor at any tier, and the
emplovees, representatives, and agents of such a contractor.

(c) Effective Date of the lease means the day the lease 1s executed as set forth
on page one of this lease,

(f} Field Representative means an  employee, Contractor, agent, or

representative of the Lessee, appointed in writing by the Lessee, with notice to the State, to
receive nolices and orders at any location not part of the Lessee’s urban administrative offices,
from the Commissioner’s authorized representative.

(¢} Hazardous Material means any hazardous or toxic substance, material, or

Wagte that 18 or becomes regulated by any municipal governmental authonty, the State, or the
United States government,
() Lease Anniversary Date means the same day and month as the date this

lease is effeclive, in each subsequent vear that this lease is m effect.

{i) Leaschold means the State Lands subject to this lease as those lands are
identified in Exhibit B of this lease and any amendments, modifications and subssquent
renewals.

() Lessee means the Kenal Kachemak Pipeline, LLC

{k) Natural (Gas has the same meaning as given in AS 38.35.230(5).
h Pipeline means that 12 inch diameter common carrier Natural Gas pipeline
and all parts of those physical facilities through which Natural Gas is transported.

(mj  Pipeling Activities means activities involving and related to construction,

operation, maintenance, and termination of the Pipeline System or any part of the Pipeline

System.
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{n) Pipeline Construction means that period from the date this lease is

effective until the date that all requirements imposed by section 29{e) of this lease are approved
by the Commissioner.

(o) Pipeline Support means all faciliiies which are constructed or used by the

Lessee in connection with the construction, operation, maintenance, and termination of the
Pipeline. It does not include facilities, such as urban administrative offices, which are only
indirectly involved in the transportation of Natural Gas, nor does it include facilities used by
others in the production or gathering of natural gas.

(p) Pipeline System means the Pipeline, Pipeline Support, Roads. and Related

Facilities taken as a whole,

(a) Quality Assurance Program means all those documented. planned, and

systematic actions necessary to provide evidence that the Lessee s satisfying lease commitments
and reguirements for integrity of the Pipeline System, heaith, safety, and environment, as
identified in Quality Program Manual for the Kenal Kachemalk Pipeline.

{r) Related Facilities means those structures, devices, improvements, and sites

other than the Pipeline, the substantially continuous use of which 1s necessary for the operation
and maintenance of the Pipeline.

(s Restere means leaving a disturbed site in a condition acceptable to the
Comimissioner. Restoration includes but is not limited to stabilization, erosion and sedimentation
control, visual amelioration, habitat reconstruction, and revegetation.

() Revegetate means establishing native plant cover unless non-native plant
cover is required as a temporary means to reduce erosion and reestablish conditions suitable for
native plants. The priority of native plant cover for reestablishment shall be plant cover from 1)
the immediate area; 2} the Kenai Penmsula region; and 3) the State of Alaska. Methods or
techniques to accomplish revegetation include but are not limited to surface protection and
preparation; seeding, planting. or transplanting; fertilizing; mulching; and watering.

ghways, that

=
)

() Roads means roads or ice roads other than State or public hi
are constructed or used by the Lessee In connection with the construction, operation,
mainienance, and termination of the Pipeline System.

{v) State Lands has the same meaning as given in AS 38.33.230(9).

(wy  State Pipelme Coordinator means that officer operating under written

delegation of authority from the Commissioner with the authority and responsibility of

administering a portion or all of the provisions of this lease.
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(x) ermination Activities means all activities connected with the expiration,

forfeiture, relinguishment, abandonment, termination or completion of use of the State Lands

s
mi

subject to this lease, including fulfillment of all obligations incurred under this lease including,

i

but not limited to, those described in section 26 and 27, whichever i3 applicable.
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N WITNESS WHEREOF, the parties have executed this lease as of the date first above

writien,

e S
STATEGF ALASKA /7 /
[ o r e s fr”
/‘"j T /!.z f,,»”/ - g f‘:f
By fﬂwgfﬁ%ﬁ%ﬁj il )
L T #

Paf Pourchot
Cormissioner
Department of Natural Resources

EXHIBITS:

Stipuiations
Right-of-Way Description

Exhibit A
Exhibit B:
Fxhibit C:
Exhibit D

UNOCAL and Marathon Guaranties
List of Documents Submitied By the Kenai Kachemalk Pipeline, LLC, which are

KENAI KACHEMAK PIPELINE, LLC |

e, ;

R A
PR };f et

.
By: Tmadat ¥4
Ronald P. Kaltenbaugh
President

Kenai Kachemak Pipeline, LLC

Hldr oplARdT

o

fncorporated and Made a Part of This Lease

Exhibit E:

Utility Permits, Permit Nos. 1-] 13400-02-245, 1-110000-02-254,

[-110600-02-255, 1-110000-02-256, and 1-031236-02-257 issued by the State

of Alaska, Department of Transportation and Public Facilities
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STATE OF ALASKA)
} ss.
Third Tudicial District )

THIS 1S TO CERTIFY that o this s

before me personally appeared _T5 B T0.4S

20

President for the Kenai Kachemak Pipeline, LLC who executed the foregoing on beh &lf of sad

corporation, and acknowledged voluntarily signing same.

N WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the

day and year above written.

A -
\@mrv Pubhc it and for the State of '—‘alm’ga

¥y Commission Expires: ? ISy
STATE OF ALASKA)
} 88
Third Judicial District)
THIS IS TO CERTIFY that on this o5 L0
20 © &, before me personally a ppeared - {""x , the

Commissioner of the Department of Natural Resources of the State of Alaska, who executed the
foregoing on behalf of the Department of Natural Rescurces of the State of Alaska and

acknowledged voluntarily signing the same.

IN WITNESS WHEREQE, I have hereunto set my hand and affixed my official seal the

day and year above wrilten
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EXHIBIT A

KENAI KACHEMAK PIPELINE
RIGHT-OF-WAY LEASE

1. General Stinulations
i1, Definitions

The following definitions apply to terms used in these stipulations. They shall also apply t©
terms used in documents to which these stipulations are attached unless specifically provided
otherwise in such documents.

.11 DESIGN CRITERIA means approved project criteria identified in Exhibit D (i.e.,
construction. including design and operational concepts) necessary to delineate the project to be
constructed. It includes the following: criteria and commitments contained in the documents
submitted  “Kenai-Kachemak Pipeline Project Scour and Bank Migration Report dated June
20027, “Kenai-Kachemak Pipeline Project Stress Analysis Summary dated July 20027, and the
“Kenai-Kachemak Pipeline Project Design Basis and Criteria dated July 20027 1o be used for the
Final Design and project concepts; evaluation of data used to establish the design criteriag
drawings showing functional and technical requirements; reports of test data compiled during the
data collection and design criteria evaluation; standard drawings (if applicable) or drawings
support structural design concepts of each typical facility or structure; proposed construction
modes; outhine of project specifications; sample computations fo support the design; and
concepts and bases for project siting.

[.1.2. FINAL DESIGN means completed design documents suitable for construction
including plans and specifications; construction modes; operational requirements necessary (o
justify designs; design analysis as required; all appropriate engineering criteria; and other
considerations pertinent to design.

113 WASTE means all discarded matter other than excess excavated material. [t
mcludes, but is not limited to, human waste, trash, garbage, refuse, and equipment.

i.1.4. WETLANDS means those areas that are inundated or saturated by surface or
ground water at the frequency and duration sufficient to support, and that under normal
circumstances do support, a prevalence of vegetation typicaily adapied for life in saturated soil

conditions. Wetlands generally include swamps, marshes, bogs and similar areas.

e
e
30
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1.2 Communications

1.2.1. The Lessee shall provide a communication capability that ensures the
transmussion of information required for safe Pipeline Activities. ‘
1.2.2. Documents pertaining to the Leasehold and required by statute or regulation (o be

filed with a state agency other than the Department of Natural Resources must be filed as so
required, with a copy concurrently provided to the Commissioner.

1.3. Construction Plan

1.3.1. The Lessee shail not initiate any Pipeline Activities unless otherwise authorized
by the Commissioner, until a construction plan is reviewed and approved by the Commissioner
as required by section 14 of this lease, The Lessee shall submit a construction pian that mncludes
all work schedules, permits, or authorizations required and their interrelationship, construction
sequencing, 2 map or maps depicting the boundaries of the construction zone, and, at a
minimum, discussions of the following:

(1) public awareness programs;

{2} notice and scheduling of disturbance to public and private improvements:

(33 blasting;

(4) samitation:

{5} waste management, including disposal;

(&) culturai resource preservation;

(7} restoration and re-vegetation;

{§) fish and wildlife aveldance and interaction:

(9} access;

{106} ice road and pad construction and maintenance;

(11)  safety and hazard prevention;

{12} equipment and material storage arcas;

{13} groundwater control;

(14} erosion and sediment control;

(13)  stream, river, and floodplain crossing;

(16)  overburden and excess material disposal;

{17y trenching; and

(18)  housekeeping.
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1.4 Qualitv Assurance

1.4.1. The Lessee (including its agents, employees, Contractors, and the employees of
cach of them) shall comply with the approved Quality Assurance Program during Pipeline
Activities.  Any amendments to the Quality Assurance Program must be approved hy the
Commissioner prior to the amendment being implemented. The Quality Assurance Program
shall document the Lessee’s compliance with this lease.

1.5. Conduct of Operations

1.

Design Criteria.  Any changes from the approved Design Criteria must be approved by the

g1 The Lessee shall be required to maintain the Pipeline System to the approved

LA

Commissioner.

1.6. Surveillance and Monitoring

1.6.1. The Lessee shall develop and submit a surveillance and monitoring program to
detect and abate situations that endanger health, safety, the environment, or the integrity of the
Pipeline. The surveillance and monitoring program shall be approved by the Commissioner prior
to Natural Gas being transported through the Pipeline. The Lessee shall implement the
survetliance and monitoring program during maintenance, operation, and termination of the

Pipeline System. The program shall include, at a minimum, efforts related to the following:

(1) frost heave or thaw settlement resulting in pipeline vertical movement;
{2) valve pads;

(3) COTTOSION,

(4) restoration and re-vegetation,

(53 fish and wildlife protection;

(6 zones of restricted activity;

]
(7} public access and safety;
{8) river, stream, shoveline, and floodplain crossings;
(9} geometry and corrosion pigging; and

(10)  mvestigation of the effects of any significant event.

N Health and Safety
1.7.1. The Lessee shall notify the Commissioner of accidenms related to the Pipeline

Syslem or Pipeline Activities which occur on the Leasehold in the followin ¢ manner:
() accidents that invoive the workers shali be reported with the same
frequency and detail as Alaska Occupational Safety and Health reporting requirements; and
{2} ail accidents involving the public shall be reported.
(3)
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1.8, Survev Monuments

1.8.1. The Lessee shall mark and protect all survey monuments encountered during
Pipeline Activities. These monuments are not to be disturbed; however, if disturbance of a
nenument or any of 1ts accessories becomes necessary, the Lessee will notifv the Commissioner
i writing before such disturbance occurs, and the Commissioner will provide instructions. A
written report to the Commissioner will also be made immediately by the Lessee in the event that
any monuments or accessories are inadvertentlv damaged.

1.8.2. If any public land survey monuments, comers, or accessorias {exciuding geodetic
survey rmonuments) of the United States or survey monuments of others, are destroved or
damaged durimg Pipeline Activities, the Lessee shall emplov a gualified land surveyer to
reestablish or restore them in accordance with the Manual of Instructions for the Survey of
Public Lands of the Bureau of Land Management and shali record such survey in the appropriate
records.  Additional requirements for the protection of monuments and corners on State Lands
may be prescribed by the Commissioner.

1.9, Fire Prevention and Suppressien

191 The Lessee shall promptly notify the Commussioner of any fires on, or which may
threaten any portion of, the Pipeline System and shall take all measures necessary or appropriaie
for the prevention and suppression of fires in accordance with applicable law. The Lessee shall
comply with the instructions and directions of the Commissioner concemning the use, pz‘evemim.,
and suppression of fires on State Lands. Use of open fires in connection with Pipeline Activit

is prohibited on State Land unless approved by the Commissioner and performed in accordance
with 18 AAC 50.030,

1,14, Electronicallv Operated Devices

1101 The Lessee shall screen, filler, or otherwise suppress any electronically operat
devices installed as part of the Pipeline System which are capable of producing c’:icctmmagneiic

interference radiations so that such devices will not adversely affect the functioming of the

communications systems.
1L Raeulazion of Access
LILTL. During construction and maintenance, the Lessee may regulate or limit pubiic

access in the immediate vicmity of the Pipeline Svstem and Related Facilities in accordance with

State of Alaska Department of Transportation and Public Facilities requirements. The Lessee

shall provide appropriate warnings, flagging, barricades, and other safety measures when the

¥
i

Lesses is regulating public access.
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1.11.2. Except as provided in paragraph 1.11.1 herein, Pipeline Activides ma Y not
interfere with the public’s free and unrestricted access o and upon the Leaschold. except that
with the Commissioner’s and State of Alaska Department of Transportation and Public
Facilities” approvals, the Lessee may regulate or limit access o and apen the Leasehold 1o the
exteninecessary 1o facilitate Pipeline Activities or 1o protect the public and wildlife from hazards

associated with Pipeline Activities.

112, Storage
1.12.1. The Lessee shall obtain written authorization from the Commissioner before

storing any machinery, equipment, tools, materials, and structures that are not being used, on the

{easehold,

12,2 The Lessee shall not place in storage any Waste or Hazardous Materials on the
Leaschold.

113 Reporiing

1131 On or before January 31 of every year this lease is in effect following the first

Lease Anniversary Date, the Lessee must submit an annual comprehensive eport o the
Commissioner on the state of the Pipeline System and its Bipeline Activities, The report shall
address, at a minimum:

(h the resuits of the Lessee’s surveiliance and monitoring program during the
preceding vear, including annual and cumulative changes in facilities and operations, the effects
of the changes, and proposed actions to be taken as a result of the noted changes;

(2) the state of, changes to, and results in the last vear from the Lessee’s risk
management program, Quality Assurance Program, and internal and exiema! safety programs;

{3) Lessee’s performance under the lease stipulations; and

{4) other information on  construction, operations, maintenance, and
termination activities necessary to provide a complete and accurate representation of the state of

the Pipeline Svstem and Lessee’s Pipeline Activities.

2. cnvironmental

2.1 Environmental Briefings

211 The Lessee shall develop an effective plan for implementation of environmenial
safeguards through an educational program for field personnel prior fo and during
construction, operation, maintenance and ifermination of the pipeline. The
environmental briefings shall communicate, at a minimum, 1 ight-of-way lease and
environmental permit requirements,
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2.2 Erosion and Sedimentation Control
221 General
2.2.1.1. The Lessee shail perform all Pipeline Activities in a meénner to minimize

disturbance to all surface areas.

22111 Construction of ice roads, snow/ice ramps, and ice work pads during construction,
operation, maintenance, and termination of the Pipeline System must be approved by the
Commissioner.

2.2.1.1.2. Blading or removal of the vegetative mat is prohibited except as approved by

the Commissioner.

2.2.2. Excavated Material
2221, Excess excavated material must be disposed of as approved by the Commissioner

during operation, maintenance, and termination of the Pipeline System,

2.3. Zones of Restricted Activities

2.3.1. The Commissioner may restrict Pipeline Activities in fish and wildlife areas and
in specific arcas where threatened or endangered species of animals are found breeding, nesting,
spawiing, and calving, overwintering or during major migrations of fish and wildlife.

2.3.2. Priov to commencement of Pipeline Activities, the Lessee shall obiain the

locations of known occupied brown bear dens from ADF&G, Division of Wildlife Conservation
based on data provided by ADF&G (907) 267-2281. Pipeline Activities, begun between
November 15 and March 31, shall not be conducted within one-half mile of an occupied bear
den, unless altemmate mitigation measures to minimize disturbance are approved by the
Commussioner and ADF&G. Occupied bear dens not previously identified by ADF&G that are
encountered in the field must be reported to the Division of Wildlife Conservation, ADF&G,
within 24 hours (907) 262-9368. Mobile activities shall avoid such bear dens by one-half mile,
unless allernate mitigation measures to minimize disturbance are approved by the Commissioner
after consuitation with ADF&G. Non-mobile facilities shali not be required 1o be relocatec.

-

3.3 On those streams not crossed with horizontal directional drilling to protect fish, if

-
La

present, downstream of the crossing location, the dam and pump method as described by the
L.essee, or other appropriate methods to {solate the work area, shall be used on those streams with

urface flow during the construciion, or maintenance of the pipeline.

[543
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2.4, Big Game Movements

2.4.1. The Pipeline Systern shall be maintained to aveid significant alteration of large
mammal movement patterns.  The Commissioner may require additional measures to mitigate
tmpacts to large mammal movement.

2.5, Disturbance or Use of Natural Waters

251 Pipeline Activities that may create new lakes, drain existing lakes, significantly
divert nutural drainage and surface runoff, permanently alter stream or ground water hydrology,
or disturb significant areas of stream beds are prohibited unless such activities and necessary
mitigation measures are approved bv the Commissioner,

2.0. Right-of-Way Traffic

2.6.1. The Lessee shall not operate mobile ground equipment on State Lands exce;

pipeling surveillance requirements in the Leasehold, uniess approved by the Commissioner.
except in an emergency that threatens any person or property; or if there is a need to prevent
immediate harm to any person or property.

2.7 Lessee Shall Stabilize. Revevetate and Restore Disturhbed Areas

2.7.1. The Lessee shall immediately stabilize all disturbed areas of State Lands so that
crosion in excess of natural rates will be minimized. Such stabilization shall be maintained by
Lessee untl the disturbed areas are Restored. The results of Lessee’s stabilization efforts must
be approved by‘ the Commissioner.

272 The Lessee shall, as soon as practicable, Revegetate ail disturbed areas of State
Lands. The results of Lessee’s re-vegetation efforts must be approved by the Commissioner.
2.7.3. Upon completion of use of all or a portion of the Leasehold, the Lessce shall
Restore all disturbed State Lands, in accordance with a plan and schedules approved by the
Commissioner.  The results of Lessee’s restoration efforts must be approved by the
Comrmissioner.

2.8 Reporting, Prevention, Control. Cleanup, and Disposal of Ol and Harzardous

Substances Discharees

2.8.1. The Lessee shall give notice of any spill, leakage, or discharge of Natura! Gas or
other Hazardous Material in connection with Pipeline Activities within the Leasehold (o the
Commissioner inn addition to other legal requirements.

2.8.2. Secondary containment or a surface liner must be placad under all confainer or
vehicle fuel tank inlet and outlet points, hose connections, and hose ends during fuel or
Hazardous Material transfers. Appropriate spill response equipment must he on hand during any
transfer or handling of fuel or Hazardous Materials to respond to a spill of up to five gallons.
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Transfer operations shall be attended by trained personnel at all times. “Secondary containment”

means an impermeable diked area or portable impermeable containment structure capable of
containing 110 percent of the volume of the largest independent container. Double-walled tanks
do not quaiify as Secondaf'y containment unless an exception is granted for a particular ank.
“Surface liner” means any sale, non-penmeable container {e.g., drips pans, fold-a-tanks, etc.)
designed to catch and hold fluids for the purpose of preventing spills. Surface liners should be of

adeguate size and volume based on worst-case spill risk.

283, Vehicle refueling shall not oceur within annual floodplain.
2831 The Commissioner may, under unique or gpecial cireumstances, grant exceplions

to paragraph 2.8.2 on a case-by-case bas's. Requests for exceptions should be made to the

Commissioner.

2.9, Cultural Resources
291, The Lessee shall require its employees, agents, Contractors and their employees

to comply with the Alaska Historic Preservation Act AS 41.235.200 while conducting Pipeline
Activities. Should any sites be discovered during the course of field operations, the Office of
History and Archzeclogy i the Division of Parks and Outdoor Recreation {269-8720) and the
appropriate coastal district must be notified immediately and activities that may damage the site
must cease. The Lessee shall evaluate the site for eligibility to the National Register of Historic
Flaces and assess the effect of the project on the site. If the site s adversely affected the Lessee
shall develop a mitigation plan in consultation with the Office of History and Archaeology a
approval by the Commissioner, Department of Natural Resources.

2.10. Huntine, Fishing, and Trapping

2,101 The Lessee shall inform its emplovees, agents, Coniractors and their employees.

1

of applicable taws and regulations relating to hunting, fishing and trapping.

211 Waste Removal
2101 Al Waste generated i connection with Pipeline Activities shall be disposed of in

a manner acceptable (o the Commussioner.  All incinerafors shall be used with maximum

precautions to prevent tundra fires

3 Technical

31 Pipeline Svstem Standards

31 General Standards

EARES All design, including selection of material, and construction. operation.

maintenance, monitoring, and fermination practices employed with respect to the Pipeline

System must be in accordance with sound engineering practice, Design Criteria and, with regard

Kenat-Kachemak Pipeline ROW Lease Page 8 of9 AL 228162
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he Pipeline, must meet or exceed the Department of Transportation Regulations, 49 CFR, and

ot

1o
the apphication and supporting documents as approved by the Commissioner listed in Exhibit D.
3112 Meodifications to the Pipeline System and Pipeline Activities as described in

Exhibit D shall require approval by the Commissioner,

i~
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EXHIBIT B
KENAI-KACHEMAK PIPELINE
CONSTRUCTION LEGAL DESCRIPTION

During construction, the total area of State Lands for the Kenai-Kachemak Pipeline Right-of-
Way Lease consists of 227 acres, more or less. The construction nght~of~way is described below
in segments, sub-segments and parcels, which describe the width and length of the right-of-way,
the legal description, and the approximate ac creage within each segment.

Segment I: Kalifonsky Beach Road--Mile 12.4 to Mile 0

Segment 1 consists of an approximately 60 foot wide by 65,472 foot-long right-of-way within
the Kalifonsky Beach Road right-of-way. The segment extends from Mile 12.4 Kalifonsky
Beach Road to the end of Segment | at ’\ffﬂe 0, at the Sterling Highway intersection. Mile ( is
Kalifonsky Beach Road’s intersection with Mile 108.8 of the Sterling Highway, The below-
described lands are within the Kalifonsky Beach Road right-of-way ]i*nlis The lands are
described by township in a southerly direction, and are within the Seward Meridian:

Sections 30 & 31, Township 5 North, Range 11 West

Sectons 1, 12, 13, 24, 25 & 36, Township 4 North, Range 12 West
Sections 1, 13 & 24, Township 3 North, Range 12 West

Sections 6, 7, 18, 19 & 30, Townshin 3 North, Range 11 West

Segment | contains 90.2 acres, more or less.

ent2: Sterling Highwav--Mile 108.8 to Mile 109
nent 2 consists of an approximately 60-foet wide by 1,056 foot- tong right-of-way within the
Sterling Highway right-of-way. The segment extends from approximately Mile 108.8 of the
Sterling Highway at the intersection with Kalifonsky Beach Road, extending in a southerly
direction and ending at approximately Mile 109 of the sterling Highway within Section 30.
Township 3 North, Range 11 West, Seward Meridian, within the Steriing Highway right-of-way
limits.

Segm
Seen

Segment 2 contains 1.45 acres, more or less.

Segment 3: Sterling Hichwav (Mile 109} to Lands under Kasilof River, along Section Line
Fasements and lands under Crooked Creek

This segment of the alignment consists of sub-segments and parcels and leaves the highway
right-of~way Himits at approximately Mile 109 of the Ste }mg Highway, exiends mn a
southwesterly direction, and enters State Lands across Kasilof River Then, the alignment runs
south along section line easements, some which are also used for the Homer Lleciric Assoclation
utility right-of-way, and enters State Lands across Crooked Creek. The alignment re-cnters the
Steriing Highway right-of-way at approximately Mile 111 of the Sterling Highway.

o
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Segment 3A: An approximately 60-foot wide right-of-way that crosses under the Kasilof
River for approximately 310 feet, within the SW1/4 of the SW1/4 of Section 30, Township 3
North, Range 11 West, Seward Meridian,

Segment 3A contains 0.43 acres, more or less.

Segment 3B:  An approxiumately 30-foot wide Section Line Easement thal is
approximately 528 feet in length across Lot 9, within the SW1/4 of Section 30, Township
3 North, Range 11 West, Seward Meridian.

Segment 3B contains 0.61 acres, more or less.

Segment 3C: An approximately S0-foot wide Section Line Easement that is
approxirmately 53 feet in length, lving west of the Sterling Highway, within the N1/2 of
the NW 1/4 of Section 31, Township 3 North, Range 11 West, Seward Meridian.

Segment 3C contains 0.06 acres, more or less.

Segment 3D: An approximately S0-foot wide Section Line Easement that is
approximately 4,066 feet in length traversing State Land, within the E1/2 of the NE1/4
AND the E1/2 of the SE1/4 within Section 36, Township 3 North, Range 12 West,
Seward Meridian.

Segment 3D contains 4,67 acres, more or less,

Segment 3L, containing 3 Parcels:
Parcel T - An approximately 60-foot wide night-of~way that crosses under Crooked Creek
for approxumately 25 feet.
Parcel 2 - An approximately 100-foot wide by 300-foot long right-of-way that is on the
north side of Crooked Creek.
Parcel 3 - An approximately 100-foot wide by 300-foot long right-of-way that is on the
south side of Crooked Creel.

This segment is near Mile 111 of the Sterling Highway and within E1/2 of the SE1/4 of
Section 36, Township 3 North, Range 12 West, Seward Meridian,

Segment 3E contains 1.41 acres, more or less.

Seoment 4: Sterling Hishwav--Mile 111 To Mile 128.6

Segment 4 consists of an approximately 60-foot wide by 92,928-foot long right-of-way within
the Sterling Highway right-of-way. The segment extends from approximately Mile 111 of the
Sterling Highway to approximately Mile 128.6 of the Sterling Highway. The below-described
lands are within the Sterling Highway right-of-way limits, The lands are described in
southwesterly direction and are within the Seward Menidian:

5o
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Section 36, Township 3 North, Range 12 West

Sections 1,12, 11, 14, 15, 22,21,28,29 & 32, Township 2 North, Range 12 W
Sections 5,6, 7 & 18, Township 1 North, Range 12 West

Sections 13, 24, 23, 26,27, 34 & 33, Township 1 North, Range 13 West
Section 5, Township | South, Range 13 West

47

Segment 4 contains 128.0 acres, more or less,

Segment 4A: At Mile 124.2 of the Sterhing Highway, there is an additional pipeline
right-of-way that diverges from the main pipeiine rouie to the Grassim Oskolkoff {GO) gas well
pad site. The segment consists of an approximately 60-foot wide ri ght-of-way that extends west
for approximately 290 feet within the Sterling Highway right-of-way limits. This proposed hine
is located within the W1/2 of the SE1/4 of Section 23, Township 1 North, Range 13 West,
Seward Meridian.

Segment 4A contains 0.40 ACres, more or jess.
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EXHIBITR
KENAL-KACHEMAK PIPELINE
OPERATIONS LEGAL DESCRIPTION

During Qperatims the total area of State Lands for the Kenai-Kachemak Pmcum st,m, -0f-Way
Lease consists of 76 acres, more or less. The operations right- of-way is described below in
Segments and sub-segments. which describe the width and length of the right-of-way, the legal
description, and the approximate acreage within each segment,

Seement 1: Kalifonsky Beach Road--Mile 12.4 to Mile 0

Segment 1 consists of an approximately 20-foot wide by 65,472 foot- long right-of. ~way within
the Kal lifonsky Beach Road right-of-way. The segment extends from Mile (2.4 [ alifonsky
Beach Road to the end of Swnm*";i [ at Mile 0, at the Sterl; ling Highway intersection. Mile 0 is
Kalifonsky Beach Road’ S intersection with Mile 108.8 of the ‘>tuim<3 Highway. The below-
described lands are within the Kalifonsky Beach Road right-of- way Timits.  The lands are
described by townshi Ip In a southe erly direction, and are within the Seward Meridian:

Sections 30 & 3 L, Township 3 North h, Range 11 West

Sections 1, 12, b 24,25 & 36, Founsh;p 4 North, Range 12 West
Sections 1, 13 & 24, Tow: nship 3 North, Range 12 Wegt

Sections 6, 7, 18, 19 & 30, Township 3 \Glth Range 11 West

k]

Segment 1 contains 30, 0 acres, more or less,

Segment 2: Sterling Highwav--Mile 108.8 to Mile 109

Segment 2 consists of an & approximately 20-foot wide by 1,036 foot- long right-of-way within the
Sterling Highway right~of-way. The segmenl extends Emm approximately Mile 102.8 of the

Sterling Highway at the miersection with Ixa&fonsm Beach Road, ext ending In a southe erly

direction and ending at approxis mately Mile 109 of the Sterling Highway within Section 30,
Towmmp North, Range 11 We 2st, Seward Meridian, within the Sterling Highwav right-of-wa

limits.

Segment 2 contains 0,48 acres, more or less,

Seoment 3 : Sterling Hishway (Mile 109) to Lands under Kasilof River. along Section Line
ii.;t‘\(?‘iﬁ{,ﬂt‘; and lands under Crooked Creek
Tms segment of the alignment consists of sub-segments and parcels and leaves (he highway
ight-ofsway limits at approximately Mile 109 of the Sterling Highway, extends noa
bouthwcsum direction, and enters Staze Lands across Kasilof Rive Then lu alignment rung
south along section Jine casements, some which are also psed for the Homer Ehuuc Association
utility right-of-way, and enters State Lands across Crooked Creek. The alignment re-enters the
Steriing Highway right-of-way at approximately Mile 111 of the Sterling Highway.

134
&
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i
-
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Segment 3A: An approximately 20-foot wide right-of-way that crosses under the Kasilof
River for approximately 310 feet, within the SW1/4 of the SW1/4 of Section 30, Township 3
North, Range 11 West, Seward Meridian.

Segment 3A contains 0.14 acres, more or less.

Segment 3B: An approximately 20-foot wide Section Line Fasement that is
approximately 528 feet in length across Lot 9, within the SW1/4 of Section 30, Township
3 North, Range 11 West, Seward Meridian.

Segment 3B contains 0.24 acres, more or less.

Segment 3C:  An approximately 20-foot wide Section Line Easement that is
approximalely 33 feet in length, lving west of the Sterling Highway, within the N1/2 of
the NW1/4 of Section 31, Township 3 North, Range 11 West, Seward Meridian.

Segment 3C contains 0.02 acres, more or les

Segment 3D:  An approximately 20-foot wide Section Line Easement that is
approximately 4,060 feet in length traversing State Land, within the E1/2 of the NE1/4
AND the EI/2 of the SEI/4 within Section 36, Township 3 North, Range 12 West,
Seward Meridian.

Segment 3D contains 1.87 acres, more or ess.

Segment 3I: An approximately 20-foot wide right-of-way that crosses under
Crooked Creek for approximatelv 25 feet. This segment is near Mite 111 of the Sla,rhﬂ%’
Highway and within E1/2 of the SE1/4 of Section 36, Township 3 Norih, Range 12 We
Seward Meridian.

Segment 3E contains G.01 & more or less.

Segment 4: Sterling Hichway--Mile 111 To Mile 128.6

Sﬂfment 4 consisis of an approximately 20-foot wide by 92,928-foot long right-of-way within
he Sterling Highway right-of*way., The segment extends from appzemmaze}y Mile 111 of the

Sieriing Highway to approximately Mile 128.6 of the Sterling Highway. The below-described

lands are within the Sterling Highway right-oftway limits.  The lands are deseribed in a

southwesterly direction and are within the Seward Meridian:

Section 36, Township 3 North, Range 12 West

Sections 1, 12, 11, 14, 15,22, 21, 28, 29 & 32, Township 2 North, Range 12 West
Sections 5, 6, 7 & 18, Township 1 North, Range 12 West

Sections 13, 24, 23,26, 27, 34 & 33, Township 1 North, Range 13 West

th
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Section 5, Township 1 South, Range 13 West
Segment 4 contains 42,7 acres, more or less.

Segment 4A: At Mile 124.2 of the Sterling Highway, there is an additional nipeline
right-of-way that diverges from the main pipeline route to the Grassim OskolkofT (GO) gas well
pad site. The segment consists of an approximately 20-foot wide right-of-way that extends west
for approximately 290 feet within the ¢ terling Highway right-of-way limits. This proposed line
15 located within the W1/2 of the SEI/4 of Section 23, Township 1 North, Range 13 West,
Seward Meridian.

Segment 4A contains 0,13 acres, more or less,
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EXHIBIT C

GUARANTY OF UNOCAL CORPORATION

UNOCAL CORPORATION (“Guarantor”), a Delaware

SOPHOTANION W

i

address 0f 2141 Rosecrans Ave., Suite 4000, Kl ezundo, California 90243, at the request of
KENAT KACHEMAK PIPELINE, LLC (“KEPL LLCY), an Alaska timited lability company
PR

owned by GUT LLC {wholly owned by Gurarantor) and Marathon Ol Company in connectien

with that certain Right-of-Way Lease AL 228162 (“Lease”) by and between the State of Alaska

{the “State™), acting by end through the Commissioner of the Alaska Department of Nulural
Resources (herein the “Commissionet’ Y, and KHPL LLC, o wich Lease 2 farm of this
Guaranty is attached as Exhibit “ (7, hereby irrevocably and unco: nditionally guarantecs 10 the
Stats the full nerformance, fuifillment, and satisk ction of all of the dutizs, cbligations, and

jaa=

Gabilities of KRPL LLC an

i~

I for anv teason any duty, abligation, or Hability of KKPL L1.C under the Lease
5 not performed, fulfilled, or satisfied by KRP LLC within the time or in the manner required,

!

Guarantor shall perform, fulfill, or satisfy (or cause fo be performed, fulfilled, or satisfied;

¥
£
I
vy

of such duties, obligations, and Habilities; prov ided, however, that the State must first make
e L3 o

LLC before mak:

demand uporn ! ng demand on Guarantor, (23 IT KKPL LLC i good farth

denies that any such duty, obligation, or Hability exists or has not been performed, ful

sulisfied by KKPL LLC withir: the time or in the manner required, KKPL LLO may ex ‘haust any
and all appeal rights available under the Lease, 1. AAC 02, the applicable rules of court, and any

applicable law before the State may demand performance, fulfillment, or satisfac ton from

M e et [ ary e ey A% 3 ) s £ omtnns Py
Guaranior, provided, further, that Guaranior shali be entitled to the benelit of any slay ab

GUARANTY OF UNOCAL age 1 0
Kenai Kachemak Pipeline LLC, ADL 228162

’tﬁ

iy
-4




02
and

L

L1

ey fyw

A

ier 11

i

4

)

it
s

sined

1

T Dankrup

$r

3 g1y obt

b

d un

&
fol

.
ut

sl ¥

e
siay Impos

1Y
iig

+
ii

oo
¥

=

ii

"y
i

1
b

¥

lud

.
13 but

o
F,nGiudiy

1
V¥

la

ka

g

a

i

lar Al

cym
LAY

¥

LLLC

7

K

K

by

[ meu e = gl +5 -
e s =
g i g . = ]
@ 2] mm, o G [ e pm = It = o -
o s 3 d 5 5 ¢ & R R T S
A . - 3 s . 3 I iy = = [e) e 17 - bl = =
- = 2 ] o i L= B PR 1 o = P o o
; & o o | 3 o 3 G o & ) o <« , b
o o e by b ot i o I & b . ot 2 o 0o o 9] a
¥R L B <SS TR S A = = 58 05 v o 3 =%
g 08 e = o T VR * LA SO D O A 2
[ R = T < I - B S S o= (S PR R B
L] I 3 w. o jale = o s b o e m ) u w [an i o S
= 3 = 5] kg i . o o e o b S . = o 2y =
L,omo Yok E oy o5 B B o2 2 ow 5 G SRR B
S, L2 o ] o oooum ; < - i 3
o a o n e oo = e 5 1S I a . o &
= 2 o 3 . - e > P 15 " ) - o 4 o
3 oo} 0 - q o3 Lol o fa] -t ey w ob ey . k4 ] -
“, D wu 5 o © o -5 B e B A PR B o
SR S S« R S = - - - ks LT N B B oo O
[ i8S j o] 5] b o F fats} s o It ) w3 " s = os] hud
IR~ B 2 &2 ¥ 3 2 £ g E M B o3 R OS5 B 8w 8
P - 4. Ao = e - ot 3 i ] peen = e L [ 5 b ;
kw i =] s ) e [ 3 1= - e b g o3 e [ - v
R bl . - [ a} - 03 = ul o] w3 =3 = v B o
g i - P br o P a3 o a - " [i¥) : . - £ a3
- i n S et o3 9 i i s . b o o w = o el L
D 8 -9 R R = - e AR =l o e T TR~ S
= B i a2 Zr A e ] &} ] B o A o ) e 2
- - O o a2 "l LA ] =, et = o e e e L e o )
o= o L IS 3 - o ¢ L ow H -
o B = SRS~ SR N~ R R+ B - 5 5o % 0 ®F E g @
e o - = = 1) pe s P - i a3 1
RN 2 g 5 2 B § g 3 = 5005 w8 g SR
o i b S o 0 @A < a 82 % !
=3 1z o o3 R - AMD.“.» S - 3 & “ [ Bt 3] o
o ) M.um iy «:.\w M ol fo s.‘w.u. nw N.m o e « 3 ..Wm
P o g - .\ Lo k L. i — i [
e [ =3 I 4 - by N @ i Lo g2 5
Bl o o= = B g o5 2 5 = B 0B e
St w5 wbd L ] v 2 = Ty
ool =R T B R eT & L % ©
Ka) 0. e L —a I ) ) s [ hicd 42 [0 o 2 Ly
Lot b ; o5 c o — T I~ T > B u e
o] 2 7] o o o < e - [ o] o sy et
—f P | 42 bt “eon P 3 o e - 12 - " k)

R R A [t — 13 o 5} [ &2 G 05 e = Hy o)
) PR e B S R N BCE S - F 2 o
1 o = 2] B - b= =) o8 o b e y
g = R o] ] e - 3 od - i W ] 1 . [
N 1 el g » o — o ay R e Pl o & [ —t
e e} & — = 9 3 o ] dou] = i =T = = oo
PO < w3 5oL o8 O I T - A= - > A S &4
= ks B =500 = o N ; o 2 - g B & = ol

S - = it =) fal 5} s 0] = < - & = o &
oy o] . pon @ e = - = Re - Boox < 8 g ot
= P 4 - 3 & - w5 ;
- 50 = L 3 5 o 1M i3 o B N b o w b @
2 S 8 =z o~ o g O - I R N R S 2 9
: gD e e = 4 LSO o v o & g & w9 mm x
S s W D & B S O - R R “
- e 5 : gem . = : ’ ar
50D 2o B P sz W L O =2 5 = wd 3
. g o=t 3 b4 2005 6] ey 2 ] ES T T I B e = <L
3 b y f) o a2 - | e i " o o o ! 5 ) fru [ )
A2 3 ol - s o ; ! '3} - 2 - por! ) b ot > - [} (J o
et = o LY . b L : [ o ecd 3 &3 . e ol 9 b . ] SR
= ,x - . o =] o [ = o o a3 et mu o W e oy L 3 “ T
] O iy S o -3 i Sy i £3 o m,a b Oy e o ~ s ) = ﬁ_\“ o
7! b e e o ’ B T o ¥ S = 8 S om Y e Y S
[ ) et vl [ - o 4 4 I had v £ S i = L [ 3
- S S g &2 PR i a oM I = b i i o £
vu o P b s ﬂ b WA - - 43 el - P < ol iy %1 o PR
2 82 2 2 9 I I I - T S~ 5 g 5 5 9 3 S E
o = N 7 S S w & ) IS & ta, @ SN £
s ] 3 " @ gl o ') 1 et o . & Tt o3 [ JEI
Ly 4 -2 ] o3 Ty 0 o oy = o 5y 3 ! oy 3 & o
P & &R et o b3t e % 3] ne A P o o o t ot
-3 IS =3 [l &3 o Paet ot o iy i ot o o o m o o b 73
B o i & “ = = 2 205 ot 58 - - SRR S AN
o - y FE - v s - = 4 4 7 b ot T
Zo5 £ 4§ a2 2 8 2 8 5 5 4= 208 § 85 3 o
N & = jo y 23 o o E5] 5 b it} 5 [ e 3 = ) B
=5 8 & 3 R R B R R e L S oo=mB & o
= i A R o5 = 2 . 2 a ey £
- - Lo £k, 2 2 & o5 B el O
e / 3 [ b4




KIPL LLC, or its assigness, transferees, or other receiving party, uniess the Comimissioner

I

determines under Section 25(h) of the Lease that snother guaranty OF security su Moiant o

¥
S &5 7

LL

srotect the public intersst bag been provide
P

The provisions of the Lease and other state authorizations identified thercin may

be changed as allowed by law without the consent ¢ of or notice to Guaranior and this

shall guarantes the performance of the ¢ a3 changed, Guaranior warrenis that it
dequate means to oblain from KKPL LLC on a continuing basis information concerning the

hor suthorizations identified therein and hal it is not relying upon the Staie 1o

rovide such information, naw or i {he future

Ty it olnil et o o fFanto ] T e o Tovns o Frdlvsem fey gt beprees 1503
FR LSS gucﬁ ;l.f}{_\;’ thal; nol og 11.. 2Cied oY {.. < J&L.L\. o Libia Y O Iglidic Lo grores ana

Y o

its rights except 1 the extent such delay or fallure givesnise 1o a4

o 1

If the Lease terminates and the State has any rights against KKPL LLT with

respoct to any duty, obligation, or Lability of KIKPL LLC arising under the Lease, the State can

enforce those rights against Guerantor pursua

e o PIOCe

om KKPL LLC

or pursue any oiher remedy 1 the Siate’s power, Untilall of KPL LLC obi igations under the

| ease have been discharged in full, Guarantor has no nght o

other szcurity that the Stafe may hold. Cuarantor waives all preseniments. notices of

notices of nonperformance, demands for perfonmance except as specified herein, protesis

of nrotest, and notices of scceptance of this Guaranty. The Guarantor subordinatss a vand all

Lo
J
C?

A

L
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claims which the Guarantor has or may have against KXKPL LLC by rzason of subrogation for

-

1

payments or performances under this guaranty or claims for any other reason or causs. The

i

Cuarantor agress nof (o assert any claim which it has or may have agaimst KEKPL LLO, ar

frorn the Lease, including claims by reasen of subordination under this guaranty, until such i

o~

fons of KKPL LLC to the State are fully satishied and

1

The Guarantor hereby waives any defense based upon any act or omission of the

excent to the extent such acte or omissions constitute negligence or bad fuith, which

materially increases the scope of the Guarantor’s risk.

the laws of {

Pl
33

Guaranty shall be in

sae Third Judicial District, State of Alaska.

assignment or delegation by the Guarantor shal

this guaranty, except as provided by the Leas
All notices required or permitted 1o be given pursuant to this Guarenty shall be in

writing and shall be addressed respectively as follows:

GUARANTY OF UNOCAL Page 4 of 7
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Guarantor:  Unocal Corporation
2141 Rosscrans Ave., Suite 4500,
El Segundo, Callforniz 90245
Artn Treasurer
Facsimile: (3103 726 - 7925

Telephone: (3103 726 - 7834

State of Alaska

Deparmment of Natural Resources
State Pipeline Coordinator's Off
411 W. 4™ Avenue, Suite 2
Anchorage, Alaska 99501-2343

e 9G7-272-0699

nersonal delivery to the addressee, (b} by electronic

ALY prmtimmn civall b
Al noucos shall o D 2

communication, with a confirmation sent by registered or certified mail retura receipt requesied,

or {c} by regisicred or certified mall return receipt requested. All notices shall be effective and

shall he deemed deliversd (@) if by personal delivery, on the dat
el el 'Ar“‘] - iy the na b 5 Ay "‘f\]l Y_‘,';’}{Td-’-‘hg: rery 1 E e fda‘:pu'ui Trovigyer
nOrma; DLSINSEs Nours or 4On e ne L::I H Uy 10 Ov\z;ilé uki‘\/@r‘? Dol delverea dunn

i,
fd

‘mal business hours, (b} if by electronic communication, on the next business day following

the ol receipt (said day of receint being the day of receipt at the office of the recipient) of the
alectronic comrmunication, and {c) it on the next business day after actual reccipt,

GUARANTY OF UNOCAL Page 5 of 7
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the narties 1o be the final expression of thi

atement of the terms of this Guaranty. There are

s Cruaranty other than those contained Fersin.

A N N )_ : . N Y . aly - . H s
day of November, 2002, bur effective for ali purposes as

of the affective date of the Lease,

ATTEST UNOCAL CORPORATION

2y %// %% By

Luhmﬁ‘s; i év-r DL AR Title:
7

L

-
s
o
e

3
et
)
x1

-
]
&
P
[
#i]
-
[T
Ly

i 2 o
% dav of November, 2002, at EI Segundo,

THIS CERTIFIES thaton the | &
Calitorni, the foregoing msinument was m,lmmvvlsdsz:d before me oy Timothy £l Ling,
Ty b 1

President, Unocel Corporation, @ Delaware corporation, on behallof 1aid corporation.

GIVEN UNDER MY HAND and official seal the day and year last above wrticn,
mwmm . JORHECH.
rammizsion #141 10954

sotary Puthic - ca;ﬁamaa

Los Angaied
wiy Comm, Expires Bep 4 _

/ G ons WWM'

; o ‘ o
Not f'} blic in and % Cowd Ty oF cof Aroells
M, Y O""’ll TiSEION ex p{’":’:"%: %ﬁfm@fﬂ- ¥, Teld 5

i TN R
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UNOCAL CORPORATION

2 Delaware corporation

COMPTROLLER’S CERTIFICATE

The undersigned, Joe D C-*-“"i ‘&ae duiy elected and g

Comntroiler of Unocal Cazpcrancw.

.;

aware corporation {Lnoca

n

=1
Timet hy H. Ll:g, President and Chief Om at::m Gificerof U LLL""I has authority tosignihe

£

this Certificate s attached, gpmra*‘[vnw the
L.C in faver of the Stae of

t D

Guarantze of Unccal Corporation, to whi
obligations of Unocal’s subsidiary, Kenal Kachemak Pipeline LI

Alaska sxecuted on November 18, 2002,

of November 18%, 2002,

UNQCAL CORPORATION, u Delzwars
corporation

i 77 Gt

Joe D#Cecil, Vice President and Comptrolier
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GUARANTY OF MARATHONOIL C CORPORATION

MARATHON OIL CORPORATION { "Cuarantor’), a Delaware corporation with
an address of 5535 San Felipe Street, Houston, Texas 77056, at the request of KENA
K ACHEMAX PIPELINE, LLC (KKPLLLC), a limited ligbility company ¢ consisting of
Merathon Oi Company, an Ohio corporation, and GUT LLC. 2 wholly owned subsidiary of

'NOCAL, by and betwean t

oo

acting by and through the

e
5“3"
3]
(]
juy
jakg
i
[
fav)
Py
>
o]
o
?“-:4
s
g
o
[
(V8]
ol
o]
et
(1}
A‘./

0

ommissioner of the Alaska Department of Natural Resources (herein "the € “ommissioner’), and

4

KEPL LLC, to which a form of this Guaranty | s attached as BExhibit [CY, hereby irrevocably end

WA o

i o

unconditionally guarantees to the State the full performance, fulfiilment, and satisfaction of all of

the duties, obligations, and labilities of KKPL LLC arising under or pursuant 1o the Lease.

If for any reason any duty, obligation, Or liability of KKPL LLC under the Lease

o ¥

s not performed, fulfiiled, or sab isfied by KEPL LLC within the time or in the manner required,

Guarantor shall parform, fulfill, or satsfy {or cause 1o be performed, Tu Hilled, or satisfied) each

of such duties, obligations, and lishilites; provided, hwowever, that (1) the State must first make

== ®

¥ r

derand upon KKPL LLC before making demand on wumam(,z, (2) if KKPL LLC in good faith

1onies that any such duty, obligation, or Hability exists or has not been performed. fulfilled, or

¢ manner required, KKPL LLC may exnaust any

L.

(¥
[End
ol
I
o
o
[N
=
=
v
o
t’”“"l
O
-
]
b
=)
o
5
¢
H
C
3
5

and all appeal righis availahle under the Lease, 11 AAC 02, the applicable rules of court, and any

GUARANTY OF MARATHON OIL CORPORATION- Page Lof 7
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applicable law before the State may demand performance, fullillment, or satisfaction from
Guarantor, provided, further, that Guarantor shall be entitied to the benefit of any stay obtained
by KKPL LLC under Alaska law, including but not limited t a stay obtained under 11 AACQ2
or any Alaska rule of court but specifically excluding a stay imposed under bankruptcy Jaw, and

33 Guarantor shall be entitled to any and all benefits arising by virtue of any defense, set-off,
counterclaim, or cross-claim available to KKPL LLC except failure of consideration or
bankruptey of KKPL LLC (collectively hereinafter referred to as "defense”) except that
Guarantor shall be bound by any prior judicial determination. if any, concerning any such
defense asserted by KKPL LLC.

Guarantor agrees that this Guaranty shall not be discharged, limited, or reduced
excent by complete performance of the duties, obligations, and labilities of KKPLLLC
guaranteed hereby or upon the {ull and complete replacerment hereot with a guaranty in
substantiaily the same form executed by a guarantor accepted by the Commissioner pursuant (o
the terms of the Lease. The Guarantor shall not be discharged or released by reason of the
discharge of KKPL LLC in bankruptcy, receivership or other proceedings, a disaffirmation or
rejection of the Lease by a trustee, custodian, or other representa ative in bankrupley, & $tay or
other enforcement restriction, or any other reduction, modification, impairment or limitations of

the liability of KKPL LLC.

Guarantor shall provide the Commissioner 60 days notice prior to any
consolidation or merger of Guarantor with or into any other corperation or corporations {whether
or not affiliated with the Guarantor), or successive consclidations or mergers in which the

Gruarantor, or its successor ar successors shall be a parly or parties, or any sale or conve yance of

GUARANTY OF MARATHON OIL CORPORATION Page 2 of 7
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1 :

211 or substantiaily all of the property of the Guarantor o any other corporation {whether or not
sFfifated with Guarantor)., This guaranty exiends Lo any assignee, transferee or other party who
receives an interest in the Lease, io any extensions or renewals of the Lease, and to any term
established by reason of the holdover of KKPL LLC. or its assignees, transferees, or other

receiving party, unless the Commissioner determines under Section 25(b) of the Lease that

another guaranty or secunty sufficient to protect the public interest has been provided.

The provisions of the Lease and other state authorizations identified therein may
be changed as allowed by law without the consent of or notice to Guarantor and this Guaranty
shall guarantes the performance of the Lease as changed. Guarantor warrants that it has
adequate means w obtain rom KKPL LLC on a continuing basis information concerning the
T ease and other authorizations identified therein and that it is not relying upon the State 1o

provide such information, now or in the future.

This guaranty shail not be affected by the State's delay or failure to enforce any of
its rights except to the extent such delay or failure gives rise 10 & ; successful defense asserted by

KKPLLLC

f{he Lease terminates and the State has any rights aga ainst KKPL LLC with
respect to any duty, obligation, or liability of KKPL LLC arising under the Lease, the State can
nforce those rights against Guarantor pursuant hereto

Guarantor waives any right it may have to require the State to proceed

against or exhaust any bond or other security that the State holds or may hold from KKPL LLC

GUARANTY OF MARATHON OIL CORPORATION Page 3of 7
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or pursue any other remedy in the State's power. Until all of KKPL 1.1.(C’s obligations under the
[ ease have been discharged in full, Guarantor has no right of subrogation against any hond or
other security that the State may hold. Guaranior waives all presentments, notices of dishonor.
notices of nonperformance, demands for performance except as specified herein, protests. notices
of protest, and notices of acceptance of this Guaranty. The Guarantor subordinates any and all
claims which the Guarantor has or may have against KKPL LLC by reason of subrogation for
payments or performances under this guaranty or claims for any other redson Or cause. The
Guarantor agrees not {o assert any ciaim which it has or may have against KKPL LLC, arising
from the Lease, including claims by reason of subordination under this guaranty, until such tme
as the payment and other obligations of KKPL T.1C to the State are fully satisfied and
discharged.

The Guarantor hereby waives any defense based upon any act of omission of the
State, except Lo the extent quch acts or omissions constitute negligence or hagd faith, which

!

materially increases the scope of the Guarantor’s risk.

This Guaranty shall be interpreted, construed, and enforced in accordance with
the laws of the State of Alaska. Venue for any civil action retating to this Guaranty shall be in

the Third Judicial District, State of Alaska.

This Guaranty shall be binding upon the Guarantor and the successors and assigns
of the Guarantor and shall inure to the benefit of the State und its successors and assigns. No
assignment or defegation by the Guarantor shall release the Guarantor of its obligations under

this guaranty, except as provided by the Lease,

GUARANTY OF MARATHON OIL CORPORATION Page 4 of 7
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All notices required or permitted to be given pursuant o this Guaranty shall be in

writing and shall be addressed respectively as follows:

Guarantor:  Marathon Oi] Corporation
5555 San Felipe Street
Houston, Texas 77036
Attn:  Secretarv, William F. Schwind, Jr.

Facsimile: (713) 296-413

Telephone: (713) 296-4375

The Stage: State of Alaska
Department of Natural Resources
State Pipeline Coordinator's Office
411 W, 4" Avenue, Suite 2
Anchorage, Alaska 99501-2343
Facsimile: 907-272-0650

{Telephone: 607-257-1304)

Al notices shall be given (a) by personal delivery to the addressee, (b) by elecironic
communication, with a confirmation sent by registered or certified mail return receipt requested,

or (¢) by registered or certified mail return receipt requested. All notices shall be effective and

GUARANTY OF MARATHON OIL CORPORATION Page Sof 7
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shal! he deemed delivered (a) if by persenal delivery, on the date of delivery if delivered during
normal business hours or on the next business day following delivery if not delivered duning

normal business hours, (b) if by electronic communication, on the next business day followin

[£1s}

the day of receipt (said day of receipt being the cay of receipt at the office of the recipient] of the

clectronic communication, and (¢) if solely by mail, on the next business day after actual receipt.

This writing s intended by the parties to be the final expression of this Guaranty,
and is intended as a complete and exclusive statement of the ierms of this Guaranty. There are

no conditions io the full effectiveness of this Guaranty other than those contained herein.

et ) ap - .
EXECUTED this 7/ %day _ 2002, but effective for all purposes

ag of the effective date of the Lease.

ATTEST MARATHON OIL CORPORATION

John T. Mills
Title: {Chief Financial Officer

GUARANTY OF MARATHON QIL CORPORATION Page 6 of 7
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e

STATE OF 7

L
jrH

COUNTY OF HAas4,=

(77 day of _CCT.
] g A . the foregoing instrument was acknowledged before me by Jinind 77 miees

and Wit T Semoo el 0 of MARATHON OIL CORPORATION, a Delware
corporation. on behalf of said corporation.

GIVEN UNDER MY HAND and official seal the day and year last above written.

- 4 & / 4 i
\~Ji; W v"i‘} « | AT
T 1 it e -
?ﬁ?!:??;{‘?ﬁ JULIET B, CAMPRELL i\(}m?}"fpubilc in and for: DIATE oF T Eins
*‘?'«%?{" Hotwry Public, State of Texas My commission expires:
%x? , e iy Commission Expires -
| i December 13, 2005
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EXHIBIT E
KENAIKACHEMAK PIPELINE
RIGHT-OF-WAY LEASE

Utility Permits issued by the
State of Ajaska
Department of Transportation and Public Facilities

Permit No. 1-115400-02-249 (12 Pages) with attached plan dated 08/05/02
consisting of 24 sheets

Permit No. 1-110000-02-254 (12 Pages) with attached plan dated 08/05/02
consisting of 20 sheets

Permit No. 1-110000-02-255 (12 Pages) with attached plan dated 08/05/02
consisting of 7 shects

Permit No. 1-110000-02-236 (12 Pages) with attached plan dated 08/05/02
consisting of 16 sheets

Permit No. 1-031236-02-257 (12 Pages) with attached plan dated 08/05/02
consisting of 14 sheets

Kenai Kachemak Pipeline ROW Lease ADL 228162
Exhibit I3
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