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1.0 INTRODUCTION AND PROJECT SUMMARY

The McCovey project consists of drilling a exploratory well during the 2000-2001 winter
drilling season to evaluate the oil and gas potential of Phillips Alaska, Inc. (PAI) operated
leases in the McCovey Prospect Area, which is offshore Prudhoe Bay, Alaska (See
Figure 1-1). The area of interest covered by this Exploration Plan is encompassed within
the proposed McCovey unit (See Figure 1-2). At present, a single exploration well
location has been identified in the area. This initial well, hereinafter referred to as
“Phillips McCovey No. 1” is to be drilled from a surface location in OCS Lease Block Y-
1577 to a bottom hole location on federal leases within the McCovey Prospect Area. PAI
is the operator of the proposed well and will be the permittee of record.

An ice island with a land based drilling rig will be used for the proposed drilling activity.
Any additional exploration/delineation drilling is dependent on the outcome of the
McCovey No. 1 well and further review of geologic, geophysical, and reservoir data. The
Phillips McCovey No. 1 well will be expendable, and therefore plugged and abandoned,
regardless of any commerciality demonstrated during testing and evaluation. If this
initial well shows potential for hydrocarbon development, a well flow test may be
conducted. Assuming a positive result, the potential exists for future
exploration/delineation drilling in subsequent years.

This Exploration Plan is submitted to the Minerals Management Service (MMS) in
accordance with the requirements of 30 CFR 250.203. It also serves as a State of
Alaska Plan of Operations, and is submitted to the Division of Qil and Gas as required
under the terms and conditions of State of Alaska Lease Sale 65 and AAC Chapter 83.
The activities proposed herein will also conform with the Alaska Coastal Zone
Management Program, and be conducted consistent with the terms and conditions of
Federal and State permits that are required to be obtained by the operator and all
applicable local, state, and federal laws and regulations.
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2.0 DESCRIPTION OF PROPOSED ACTIVITIES
30 CFR 250.203(a)(1)

An overview and general description of the Phillips McCovey No. 1 project is found in
Section 1.0 herein. The following sub-sections expand on the type and sequence of
exploratory activities and present a schedule for project execution.

2.1 Project Location

The Phillips McCovey No. 1 drilling location lies approximately 12.5 miles northeast of
West Dock at Prudhoe Bay, 60 miles northeast of Nuigsut, 7 miles northwest of Cross
Island, and 110 miles northwest of Kaktovik in the Beaufort Sea (See Figure 2-1).

2.2 Proposed Project Schedule

Construction of an ice island and ice road is expected to begin in December 2000 when
the sea ice is thick enough to support light weight, ice road construction equipment. The
Phillips McCovey No. 1 well will be spudded shortly after completion of the ice island.
This could occur in late February, 2001. Numerous project related activities are
scheduled to occur during the months prior to the spud date.

Permitting and Requlatory Affairs (August 2000-November 2000)
Approximately three (3) months have been allocated for permit application, review, and
approvals.

Shallow Hazard Geophysical Surveys (April- August 2000)

Site specific shallow hazard surveys are required at the Phillips McCovey No. 1 location
before a Permit to Drill can be issued. The result of these surveys will be submitted to
the MMS when they are compiled. Remote Ocean Vehicle (ROV) and geotechnical data
were collected in April 2000. Preliminary ROV data indicates that there are no benthic
communities in the vicinity of the drilling location which has a flat sandy bottom.
Additional subsurface imaging data was acquired in August 2000. Figure 2.2 shows a
location map of the shallow hazard survey work.

Ice Road and Ice Island Construction (December 2000-March 2000)

As soon as the ice is thick enough to support rolligon/ATV traffic, the ice road and ice
island routes will be surveyed for ringed and bearded seal activity, as described in PAl's
application to the National Marine Fisheries Service (NMFS) for an incidental
harassment authorization (Appendix V). During construction, personnel will be housed
in the support camp near Reindeer Island or on Prudhoe Bay West Dock. This camp will
be placed on an ice pad prior to use to provide spill protection for the island.
Construction of the ice island and ice road is expected to take 50 days; however, this is
dependent on the actual weather conditions encountered during construction.

2-1



Drilling the Phillips McCovey No. 1 Well (-February 2001-April 2001)

After construction of the ice island and acceptance by the MMS, the McCovey well will
be spudded and drilled in accordance with the program that will defined and submitted
in the Application for Permit to Drill. Spudding is scheduled to occur in late February
2000. The drilling operation is expected to take approximately 40 days to reach TD.
This timeline is based on drilling data from the Gulf Qil Cross Island #1 well, the AMOCO
No Name Island well, and the Sohio Reindeer Island Well along with numerous other
nearby wells used for drilling performance information. During drilling, personnel will be
housed on the rig camp that will be located at either West Dock or on an ice pad at
Reindeer Island. ‘

Post-Drilling Evaluation Activities (Approximate Time Frame:

April 2001-May 2001)

At the conclusion of drilling and log evaluation, several options are presented, depending
on what is discovered in the McCovey No. 1 well. If the well is a dry hole and the
operator elects to cease all further work, the well would be permanently plugged and
abandoned (P&A), and the rig demobilized back to Prudhoe Bay. After demobilization,
the ice island and the ice road will be cleaned up prior to break-up.

If drilling results are encouraging, the operator may elect to flow test the well. This
activity is anticipated to take one to two weeks depending on the test program. At the
conclusion of testing, the well will be P&A’'d as in the previous scenario and the rig
demobilized.

During the evaluation phase, the operator may elect to seismically profile the
wellbore(s). The energy source for this activity will be an airgun, a vibrioses unit, or
other appropriate energy source, depending on ice thickness. Approval of this
geological and geophysical exploration activity is being sought concurrently with the
overall Phillips McCovey No. 1 permitting process.

Demobilization and Site Clean-up (May 2001)

Once the well is permanently plugged and abandoned in accordance with 30 CFR
250.112, all equipment will be demobilized from the McCovey location. All refuse and
materials will be removed from the location and any contaminated/discolored surface of
the ice island and pad will be chipped up and removed for melting and disposal on-
shore.
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3.0 DESCRIPTION OF THE DRILLING UNIT INCLUDING SAFETY
AND POLLUTION PREVENTION FEATURES

30 CFR 250.203(a)(2)
3.1 Mobile Drilling Unit Description

PAIl is currently considering two rigs for drilling the McCovey No. 1 exploration well,
Nabors 14E (formerly Pool 4) and Nabors 16E (formerly Pool 6). These rigs are both
hercable rigs that are located on the North Slope. Nabors 14E is currently stacked in
Deadhorse and Nabors 16E is drilling development wells for PAI in the Kuparuk River
Unit. These rigs were originally identical sister drilling rigs; however, modifications were
made to Nabors 16E prior to beginning development drilling at Kuparuk.

At this time, PAI is working with Nabors to prepare 14E for drilling at the McCovey
Prospect; however, an alternative plan has been developed around using Nabors 16E
should 14E become unavailable. Nabors 14E was last used for drilling the BPX Liberty
Exploration Project and since that time was cold stacked at Pt. Thompson. The rig was
transported back to Deadhorse last winter. The rig is currently being evaluated and will
be subject to a full function test of all major rig components, including safety systems,
prior to being transported to the McCovey location. The drilling equipment listed in the
following section was as Nabors 14E existed for the Liberty project. During the
functional check-out, Nabors and PAl may elect to replace some of these parts with
equivalent or improved equipment.

3.1.1 Major Drilling Equipment
The equipment list shown below is for Nabors 14E.

Drawworks: Oilwell E-2000 2000-HP 1-3/8” Lebus grooved drum, four forward and two
reverse gears, Foster 37 AK make-up and 24 AK break-out catheads, rotary table drive
assembly with back brake, all air controlled from drillers console, complete with a
Tarmac V-2000 hydromatic auxiliary brake with an Avesco Type AA overrunning clutch
and an Oilwell adjustable water level control tank system. The drawworks is equipped
with two General Electric 752R single shaft extension DC traction motors.

Drilling Pumps/Discharge Mud Line: Two, Oilwell A-1700-PT-1700 HP, 7-3/4” bore x
12" stroke x 5000 psi fluid end line and discharge manifold system equipped with a
Hydril Model K-20, 5000 psi pulsation dampner, Demco 3” 5000 psi maximum safety
relief valve and Demco 2”: 5000 psi bleed valve back to the suction tanks, Oteco 2”
6000 psi mud gauge and Oilwell 10” suction stabilizer system. Suctions are charged by
separate pumps. Gearend equipped with electric driven lube oil pump, filtration, air oil
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thermostatic controlled oil cooling system. Pistons and liners are flush cooled by an
electric driven pump. When a pump is assigned and throttled, the lube, flushing, and
suction charging pumps, engage a few moments prior to the pistons. Pumps are driven
by two each 20” x 37” sheaves, 8-V-5 bank, 335" V-belt system designed to stroke
pumps at a maximum of 120 SPM under full load. Fluid ends are equipped with 6" liners
and pistons. Each pump is equipped with two General Electric 752R single shaft
extension DC traction motors.

Mast and Substructure: Dreco, Model #M14225 1330 mast with Dreco Model
Slingshot elevating substructure system. This assembly is designed in order to set in all
floor equipment, stab and raise mast, set in both floor cantilevered doghouses and install
50’ high wind walls at a convenient and safe working elevation of 6’6" from ground level.
The entire mast floor is then elevated to the drilling level of 29'0” from ground level by
means of two large low speed hydraulic winches that are strung up with ten 1-1/8” wire
lines to two large A-frame block and tackle systems. The raising system is remote
controlled (no personnel ride the floor when raising) similar to large shop cranes. The
system of rig up/down does not require cranes (nor do other parts of the rigs) and is
therefore a great asset on many remote Alaskan locations. The substructure and mast
have the following dimensions and capacities:

¢ Mast Inside Working Space 142°0”

e Mast Leg Spread 25'0”

e Substructure Vertical Working Space Under Rotary Beams 24°0”

e Substructure Horizontal Space Between Boxes 8'0”

¢ Rig Floor Height for Rig Up/Down 6’6"

¢ Rig Floor Height for Drilling 29'0”

e Crown Block, Seven 1-3/8" grooves x 60" sheaves 583 tons

e Gross Nominal Capacity 1,300,000 Ibs
e Casing Capacity’ 900,000 Ibs

¢ Set Back Capacity' 500,000 Ibs

¢ Wind Load, no set back 100 mph

» Wind Load, Rated Set Back 84 mph

e Racking Board Capacity — 5" Drill Pipe 240 Stands

¢ Racking Board Capacity — 8" Drill Collars 12 stands

e Capacity, 12 lines strung 1,000,000 Ibs
e (Capacity, 10 lines strung 952,000 Ibs

e Capacity, 8 lines strung 886,700 Ibs

' Simultaneous Loading Condition

Traveling Block: Oilwell A500 500-ton six 1-3/8” grooved x 60’ OD sheaves with heavy
duty eye in top in order to hang off while slipping and cutting the drilling line.
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Hook (attaches to Traveling Block): Byron Jackson 5500 500-ton, Dynaplex, positive
lock for drilling mode and automatic positioner for tripping and running casing mode.

Bails (Elevator): Byron Jackson 240-ton 2-3/4” x 132", matched set, weldless elevator
links.

Swivel: Oilwell PC500 500-ton top of goose neck designed with 2-3/8” opening to
facilitate Free Point Backoff Shot tool access in the event of stuck pipe.

Rotary Table: Oilwell Model A37-1/2 opening, capacity 650 tons (dead load), both
direction locking, also allows clockwise rotating with racket device which automatically
locks against counterclockwise rotating. Driven from DW by 2” pitch double oil bath
chain. Driving sprocket is 35 tooth; driven sprocket is 26 tooth that provides a nominal
50-RPM in low gear and a nominal 185-RPM in high gear.

Engines (4500 HP): Five Caterpillar D-398 900-HP each, at 1200 RPM (sea level),
turbocharged, after cooled, diesel engines. Each unit equipped with: 2-3 kW arctic
automatic thermostatically controlled Jacketwater heater systems, combination air
starting prelube system, radiator fan louver with automatic thermostatically controlled
cooling system (fan driven by crankshaft), 12" exhaust pipe incorporating a spark and
low-0il protection. Each unit (including generator) is installed on a common tricycle type
Caterpillar suspension system on top of three hard rubber pads that reduce potential
misalignment problems and dampen floor vibrations. One caterpillar diesel 3304, 90 kW
generator provides power for cold start-ups and during shut down periods.

Generators (4500 HP): Five Kato 700-kW AC 600-volt 1200 RPM non-sparking
generators, single bearing (to reduce potential misalignment problems) with automatic
overload protection system and automatic thermostatically controlled electric heating
elements. The generators are designed to produce 1,000 kva each, 675 kW or a
nominal 900-HP each for SCR type service on a continuous basis. The SCR power
distribution system is General Electric. Division | explosion proof motors, lights, panels,
and fixtures are located in all gaseous areas in compliance with APl RP500. All other
motors, lights, panels, and fixtures are either explosion proof (for interchangeability) or
Division Il vapor proof type.

Drill String Components:
e Grade S-135 Drill Pipe: 285 joints or approx. 9000’

e Grade E Drill Pipe: 190 joints or approximately, 6000’
e Grade G-105 Pup Joints: 5, 10, 15, 20’, and 25’

o Heavy Weight Drill Pipe: 36 Joints or approx. 1100’

e 6-1/2" OD x 2-13/16" ID Drill Collars: 12 at 31’each

e 80D x2-13/16" ID Drill Collars: 12 at 31’ each
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Mud Processing/Solids Control Equipment: The main drilling fluid system consists of

a nominal 1,000 barrels of volume; the complex is covered with insulated houses and
tank walk surfaces are covered with recessed galvanized bar grating. All tank floors and
all tank walls exposed to arctic weather are insulated. The tank bottoms are sloped for
ease of cleaning and are coated with cold tar epoxy to prevent rusting. All sections have
built in insulated submerged low pressure mud guns and swivel type flow back complete
shutoff pipe which is adjustable by hand winch system. One 18" x 24” bypass ditch
positive style bypass valves and positive style diversion gates in such a manner to direct
any fluids to any of the following section or systems:

e Twin 90 bbl trip tank system, 8.5 bbls

¢ One sand trap section, 8.5 bbls

e Desander-Degasser suction section, 200 bbls
¢ Desilter-Mudcleaner suction section, 150 bbls
e Centrifuge/Volume suction section, 230 bbls
e Volume section, 150 bbls

e Twin 280 bbl suction system, 140 bbls. each.

Located adjacent to and made a part of the mud processing system is a 235 bbl
Mud/Water storage tank, and also a nominal 160 bbl Waste Fluid Holding Injection tank.
The mud check room is located near the shale shaker and is equipped with a Bariod
field check kit (viscosity funnel and cup, mud scales, water loss machine, pH papers,
sand content) and wash up sink that drains to the shaker waste trap. The solids
equipment is as follows:

e Shale Shaker: Harrisburg Dual Tandem linear motion shakers

¢ Desanders: Two each Demco Model 123 (3-12” cones/unit) rated at nominal
flow of 1000 gpm

e Degasser: Swaco nominal 1000 gpm capacity

e Desilter/Mud Cleaner: Brandt double unit combination silt separator (eight 4”
cones/unit). When required, the under flow form the cones passes onto fine
screens and remaining liquids and the majority of the desired barite pass
through screens and return to the mud system. Undesirable solids are
discarded. Each unit is rated at the nominal flow of 400 gpm.

e Centrifuge: Pioneer Mark 1 rated at approximately 100 gpm, driven by a 50-
HP electric hydraulic system. The unit is charged with 2” x 2” 100 gpm
centrifugal pump.

e Mud Agitators: Eight Brandt 5-HP mud agitators with 32" impellers.

e Mud Hoppers: Two Geosource S-800 sidewinder mud mixers, rated at a
nominal 1000 gpm.
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e Chemical Mixer: PAA-designed 2-bbl capacity agitator tumbler jet system,
charged by a Galigher 2" x 2-1/2” pump. Both are driven by a single 5-HP
electric motor.

e |njection Pump: Gardner Denver Model Tee 4” bore x 6” stroke triplex single
acting pump dressed with 4” API liners and pistons. Discharge equipment
with Demco valve, manifolding. The pump is driven through an Eaton
transmission and chain system (maximum 150 SPM) by a Caterpillar 3304
turbocharged after cooled diesel engine producing 125-HP at 1800 RPM.

The engine is equipped with spark arresting residential muffler and Caterpillar
air starter.

3.2 Safety Features

The safety features associated with Nabors 14E are listed below. In addition, PAI will be
preparing a Polar Bear Interaction Plan which will implemented to ensure the safety of all
personnel on location.

3.2.1 Blowout Preventers and Controls:

Surface Hole Diverter System: Hydril MSP 21-1/4” ID, 2000 psi WP annular blowout
preventer; Diverter Spool is Universal 21-14” ID x 72" high, 21-1/2” 2000 psi flanged top
and bottom with two 10” 150 ANSI flanged side outlets and one 2” 3000 psi NPT female
threaded Outlet; Three 16” 300 psi rated knife valves hydraulically operated; 300 of 16"
OD ERW line pipe 40.48 ppf 0.365” wall and 16" 300 psi flanges.

Main Blowout Preventer Stack: consists of the following components (Stainless Steel
Ring Grooves):
e Annular BOP: Hydril GK 13-5/8” ID 5000 psi WP with top 13-5/8” 5000 psi
stud BX160 connection and bottom 13-5/8” 10,000 psi Cameron Iron Works,
Inc. (CIW) hub No. 15, BX159 connection complete with LATCHED top
bonnet connection. Includes a spare neoprene rubber element.
e Gate BOP(s): Four each Hydril hydraulic ram single gate blowout preventer
13-5/8" ID 10,000 psi WP MPL (automatic ram lock) 13-5/8" 10,000 psi WP
CIW hub No. 15 with BX159 top and bottom connection and two 4-1/16" ID
10,000 psi flanged BX155 side outlet connections, both side outlets covered
with matching target type blind flanges. One of the above is Blind/Shear
Rams.
e Drilling Spool: Universal 13-5/8"ID with 13-5/8" 10,000 psi WP CIW hub No.
15 BX159 top connection and bottom connection and one (kill line) 3-1/16” ID
10,000 psi BX154 flange side outlet and one (choke line) 4-1/16” ID 10,000
BX155 flange side outlet.
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e Adapter Spool: Universal 13-5/8” ID with 13-5/8" 10,000 psi WP CIW hub No.
15 BX159 top connection x 13-5/8" 5000 psi flanged bottom connection to
mate up with casing spool flange looking up.

¢ Kill Line, two each CIW Type FCC 3-1/16” ID x 10,000 psi WP BX154 flanged
connections, one valve is MANUALLY OPERATED, and one valve is
HYDRAULICALLY ACTUATED by a 3,000 psi WP Cylinder and one Lynn
International 3-1/16” ID x 10,000 psi WP BX154 flanged check valve.
Includes 80’ (some are spare) of 2-3/8" OD, schedule 160, 7.46 ppf, A-53B,
seamless pipe rated 10,140 psi at a minimum yield, complete with matching
weld connections, flanges, studs, nuts and ring gaskets to hook up.

e Choke Line, two each CIW Type FCC 4-1/16” ID x 10,000 psi WP BX155
flanged connections, one valve is MANUALLY OPERATED, and one valve is
HYDRAULICALLY ACTUATED by a 3,000 psi WP cylinder. Includes 40’
(some are spare) 4-1/2” OD double extra strong (XX-STR) 27.54 ppf,
seamless, A-53B, pipe rated 10,140 psi at minimum yield, complete with
matching weld connections, flanges, studs nuts, and ring gaskets to hook
from drilling spool to choke assembly.

Upper Kelly Cock, Lower Kelly Cock, and Drill Pipe Floor Valve: each Hydril Kelly
Guard 10,000 psi WP.

Drill String Inside BOP Valve (Spring Loaded): one Flocon inside BOP 10,000 psi
WP.

Chock Manifold Assembly: consists of all 10,000 psi WP valves and fittings on WELL
CONTROL SIDE and 5,000 psi WP valves and fittings on flow DIVERTER SIDE of
choke assembly.

Poor-boy Degasser Vessel: mounted over shale shaker, shop make of 30" OD 118.65
ppf casing approximately 16’ long with four half-inch inlet, 8-5/8” dropout to shaker
equalizer box, 8-5/8" gas vent from the top, 1” sample catch line, 3" HP collar with a
(Consolidated Relief Valve company) pressure release valve and 11” x 15” handhold
cleanout washout access.

Blow Out Preventer Control System is NL Koomey Model T30200-3S blowout
preventer control unit with 202 gallon volume tank, main energy provided by a 40-HP
electric motor driven triplex plunger pump rated at 20.2 gpm at 3000 psi charging twenty
eleven-gallon bladder type separator accumulators. Second energy charging system
consists of two Model 31-00103 air pumps rated at a combined volume of 11.0 gpm at
1200 psi, or 7.2 gpm at 3000 psi. Above two energy systems BACKED UP by six 220
cu. ft. nitrogen bottles connected to the manifold system. All above system controlled by
a Model SU2KB?7 S series manifold with seven manual control stations at the unit. One
Annular BOP with Pressure regulator control; Five Gate Valves (one is spare); kill line;
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one choke line (includes a Model MGBK7EH electrically operated remote control panel
located on derrick floor, just behind driller position with two manifold pressure gauges
and nine push button controls with lights; one push to operate (fail-safe bypass); one
Annular decrease/increase psi regulator control.

BOP Control Lines: one lot of 1” Armor coated hoses to connect between the control
manifold and the BOPE stack.

BOP Equipment Test Pump: NLB Model 1075E triplex plunger pump rated at 10,000
psi WP at 10 gpm driven by a top mount 75-HP electric motor complete with make up
tank, adjustable pressure relief bypass valve system, gauges and four, 50’ long 3/8"
10,000 psi WP x 30,000 psi WP x 30,000 psi burst hoses with snap type couplers.

3.2.2 Instrumentation/Communication

Crown Block Protector: Stewart & Stevens Model TCB Crown-O-Matic block protector
system, air operated.

Driller’s Console: Totco COMMAND 37” stainless steel panel located in front of driller
for convenient visibility. Complete with VISUAL instruments such as weight indicator
Type 100 with 16’ face, string weight sensed from a Type 50-C load cell located in a
Hercules, Model 120 wireline deadline anchor, STANDPIPE mud pressure, PUMP RPM,
dual digital, MUD VOLUME gain/loss, TRIPTANK level, FLOWLINE percent, ROTARY
torque, ROTARY RPM, TONG torque, EZY-TORQ torque and RIG MAIN WATER TANK
level. Located inside housing of console is a Totco combination automatic air dryer
filtration system. The drilling recorder can also be engaged/disengaged from this
console by a remote air control valve during fast drilling conditions. Note: There is one
additional Totco Remote Standpipe Pressure Gauge Located in the Derrickman’s Mud
Hopper Room.

Drilling Recorder System: Totco Model DR8WPT(E)RS(2) F 24-hour clock with
DEPTH METER COUNTER complete with a 8-PENS recording the following
information: rate of PENETRATION, hook WEIGHT with pressure, PUMP #1 SPM,
PUMP #2 SPM, and FLOWLINE percent. There is a manual override to
engage/disengage clutch on the face of the unit. Includes storage filling cabinet for new
and used charts.
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Mud Tank/Trip Tank Monitoring Recording: Totco PITOMETER Unit L-8 consists of
eight vertical pit level sensor floats (0 to 12’ adjustable). One float is located in each twin
trip tank section. The MUD TANK volume recorder is located in the driller’s doghouse.
There are two (2) pens on the Trip Tank Recorder, each pen with a different color ink to
represent either No. 1 or No. 2 trip tank recordings.

Gas Monitoring System: Three General monitors VISUAL/ALARM/LIGHTS gas level
detector gauges Model 520, located in driller's doghouse, complete with six SENSORS
#10000-1, located in the following areas of the rig:

e Derrick Floor

e Substructure

e Shale Shaker House

e Choke Assembly House

e Mud Hopper House

e Mud Pump House

H.S Detector: General Monitor Model 2280 4 Channel with Audio/Horn and Visual/Light
Alarms and sensors located in the following locations.

e Derrick Floor

e Substructure

e Shale Shaker House

Verbal Communications: Twelve Atkinson Dynamics Model AD-27-4 industrial type,
rough service, extreme temperature, open-all-stations (everybody can receive at all
times; push button to talk) style intercom system. One unit each located in the following
areas:

e Derrickman’s board (inside insulated house)

e Driller's position at drawworks

e Diriller's doghouse, near knowledge box and automatic choke panel
e Shale shaker house, near shaker and trip tanks

e Mud mixing hopper house, near remote pump gauge
e Mud pump room, near work bench

e Choke assembly near trip tank pump

e Generator control room

e Electric motor control center room

e Mechanic/Electrician/Welder shop building

e Company representative office

e Toolpusher’s office
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3.2.3 Fire/First Aid Items:

Fire Extinguishers On-Site: Thirty each Ansul Model LTK-30-E (30 Ib) No. 14398, all
low temperature hand portable fire extinguisher units, charged with all purpose PURPLE
K (ABC) powder. All units are mounted in thirty Ansul HD 30 Ib (fast-action boomer
lever) brackets, mounted in protected areas, preferably just inside doors at regulation
heights. Units are located in the following areas:

e 10in Rig Proper

e 4in Pipe Shed

e 4 in Mechanical/Electrician/Welder Shop

e 1 in Portable Welding House

e 6in Camp Proper

e 2 in Camp Utility House Complex

e 2 in each Water Hauling House

e 1 in Caterpillar 966 Fork Lift

Wheel Mounted Extinguishers: Included with Rig are two each Ansul Model IRTLRK-
150-C (150 Ib) wheel-mounted fire extinguishers. One unit is located behind a fast-
action door located on the end of the BOP accumulator house at the rig. One unit has
its own small house with FAST ACTION DOOR and is readily movable by forklift. This
unit is normally spotted near from entrance of camp and/or the
mechanic/electrician/welder shop.

Fire Hose Reel: Ten each steam/water fire hose reels with 50’ of hose per reel.

First Aid Kits: Three each, Zee Medical Service Company first-air cabinets measuring
19” wide x 29’ high x 6-1/2” deep. One each located in toolpusher’s office, driller’'s
doghouse and mechanic/electrician/welder shop.

First Aid Litters: Two each, MSA, wire mesh type evacuation litter baskets with
retaining straps and handles. Includes a warm up blanket with each unit. One litter
each located on rig and mechanic/electrician/welder shop.

Breathing Masks: Eight each MSA Model 401 PN 463831 breathing mask apparatus
complete with oxygen tanks, harness, and protective carrying cases. Four normally
stored in camp and four in the motorman’s room near the generator complex.

3.2.4 Miscellaneous Safety Items:

e Dreco electric adjustable casing stabbing board and safety belt for stabber and PAA-
design 4” adjustable casing fill up line.
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Derrickhand’s insulated steel warm up house, located at the back of board, equipped
inside with an explosion proof electric heater, electric winch system (to facilitate
standing back drill collars or retrieving a stand accidentally dropped across mast),
and an intercom system to driller’s position. Safety belt and pull back ropes are
stored in this house in order to be dry and ready for the next trip.

Derrickman’s Geronimo escape system from the board and Dreco derrickman’s
ladder climbing safety counter balance system all the way to the crown run around
landing.

Substructure is equipped with two each BOPE hydraulic powered 10 ton monorail
hoists. Both together will handle 20 tons.

Two adjustable air powered substructure BOPE working platforms for nippling up,
changing rams, etc.

The driller's console and foot throttle is totally enclosed and pressurized for Class |,
Division | Service.

The pump room is separated from all other rooms and is not considered a potential
gaseous area.

All rig power and control cables incorporate ITT Suprenant Exane with arctic
insulation flexible without damage to —60°F below zero. All runs are totally enclosed
in solid or flexible conduit wherever practical and possible. PAA Tee support
designed heavy-duty cable trays are utilized where solid or flexible conduit is
impractical and impossible on portable machinery. All cable conduits and trays are
laid out and located in a manner to prevent damage during rig moves, rigging
up/down, and when operating. Division | explosion proof motors, lights, panels and
fixtures are located in all gaseous areas in compliance with APl RP500. All other
motors, lights, panels and fixtures are either explosion proof (for interchangeability)
or Division Il vapor proof type.

The generator control equipment and all main electric distribution systems are
located in two insulated houses which are heat-and-cooling atmosphere controlled
automatically by two (one is spare) Trane 7-1/2 ton each air conditioner units.

3.3 Pollution Prevention Features

3.3.1 Drill Rig Pollution Prevention Features

All fuel tanks, test tanks, and all liquid chemicals will be placed in timber bermed,
herculite lined containment areas. This secondary containment will be a minimum of
110% of the single largest tank or any group of tanks permanently manifolded
together.

PAA-custom designed combination heated sectional rotating pipe rack and mud
drainage system, with Press-Weld 2" x 2" air power diaphragm cellar pump.

Mud Box: Okeh mud saver bucket with 3-1/2” and 5" OD end seals complete with
drain through derrick floor into the flow line.
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Rathole and Mousehole: Kelly set back sock with 20" x 10-3/4” top guide, 10-3/4”,
51 ppf casing x 40’ long tapered to 2" drain to cellar, (no rat hole drilling required)
complete with setback line and sheaves. Mousehole sock of 9-5/8”, 47” casing x 28’
long taper to 2” drains to the cellar, complete with coil spring and face plate to
facilitate fine alignment of starting threads.

Cellar will be designed as sealed containment and cellar pump will be used to pump

cellar fluids into pit complex for recycle.

Fuel Tank System/Pumps:

- Three nominal 500-bbl main storage tanks, each 8 wide x 53’6” long x 8’6" high,
double walls and double bottom, heavy oilfield skids, ladders with cleanout
manholes on top. One tank is normally located near the camp generators and
two tanks are normally located near the rig.

- One Fuel transfer house 5’ wide x 8’ long x 8’ high totally insulated complete with
two (one as a back up) Roper HBFW pumps. Includes manifolding, explosion
proof light and electric heater, valving, fittings and piping to Contractor’s
equipment.

- One Nominal 70 bbl (3000 gallons) rig day tank located and made a part of No. 5
generator house, complete with filtration system, two (one as back up) Jaccuzzi
1” x 1-1/2” electric 1-HP centrifugal pump feeding and/or filling the engine boilers,
Tioga heaters, rolling stock, shop heaters and mud system (when required).
Includes all valving, fittings, pipe and hoses to Contractor’s equipment.

3.3.2 Operational Pollution Prevention Features

PAI will station a spill van with response equipment on the McCovey location. Also,
an Alaska Clean Seas (ACS) technician will be on-site throughout the entire
operation.

All fuel transfer operations will be conducted pursuant to the North Slope Fluid
Transfer Guidelines.

PAIl Waste Minimization activities and opportunities associated with the McCovey
Prospect are included in Section 13 of this plan.

3.4 Ice Island Description

PAIl intends to construct a grounded spray ice island at the McCovey No. 1 location in
approximately 37 feet of water. The island must be capable of resisting the lateral ice
forces and still be constructed early enough in the winter to allow the rig to be mobilized

on site, drill and evaluate the well, and demobilize by early May 2001. The island will be
approximately 600’ in diameter at the work surface, nearly 900’ in diameter at the sea ice

surface, and approximately 24’ higher than the surrounding ice. (See Figure 3.1)
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3.4.1 Ice Movement

Ice motion is an important consideration in the determination of the feasibility of any
Beaufort Sea ice island or ice road, especially in deeper water where the structure is
located in a relatively exposed area. Thus, a thorough analysis of all available ice
movement information for the Alaskan Beaufort Sea has been conducted as part of the
design process.

Ice motions are either slow movements over periods of weeks to months caused by
seasonal temperature changes or rapid events lasting minutes to days, caused by the
passage of storms. The general trends in ice motion events are that the expected
motion is greater outside of the Barrier Islands than inside the Barrier Islands, increases
with increasing water depth, and increases from west to east. Events can occur at any
time in the winter/spring. Most events have a magnitude of less than five feet while a
relatively few have motions greater than twenty feet. Not all locations have detectable
motions during a storm generated event. Particular weather conditions appear to be
associated to be required to generate a large ice movement. Specifically, storm winds
from one direction would need to be followed immediately by storm winds from the
opposite direction.

For the McCovey project, an ice motion of greater than twenty feet is likely to have an
effect on the schedule. Ice movements of less than ten feet would have minimal effect
on the project schedule. The majority of the negative effects would be delays caused by
the creation of a lead in the ice road. There are methods to repair the road after an
event such as bridging a crack, filling the crack with chipped ice or ice blocks or using a
spray pump. The ice motion can alternatively create a pressure ridge if compression is
created in the ice.



Table 3-1. Effects of Ice Movement During McCovey Project

ffect of Movement

tween 10’ and 20’ | greater than20’°

ffect of Movement

Ice Road énd"
Island Site
Preparation

Mindr .ré.pairs to the
road. No effect on
island.

Repairs to or re-
routing of road. No
effect on island.

Repairs to or re-
routing of road.
Possible delay in
spray start-up.

Spraying prior
to grounding

Minor repairs to
road. No effect on
island.

Repairs to or re-
routing of road. If
leads occur at island,
pump moves
delayed.

Repairs to or re-
routing of road. If
lead occurs at island
pump moves
delayed. If movement
very large, possibility
of damage to island
or being displaced
from original location.

Spraying after
grounding

Minor repairs to
road. No effect on
island.

Repairs to or re-
routing of road. If
leads occur at island,
pump moves
delayed.

Repairs to or re-
routing of road. If
lead occurs at island
pump moves
delayed. Ice rubbling
at perimeter.

Transport of
Rig along ice
road to island

Minor repairs to
road. No effect on
island.

Repairs to road.
Likely delay in rig
move. Minor ice
rubbling at island.

Repairs to road.
Likely delay in rig
move. Ice rubbling at
island.

Drilling

Minor repairs to
road. No effect on
island.

Repairs to road.
Minor ice rubbling at
island.

Repairs to road.
Likely delay in rig
move. Ice rubbling at
island.

Demobilization

Minor delay in rig
move. No effect on
island.

Likely delay in rig
move. Minor ice
rubbling at island

Repairs or re-routing
of road. Likely delay
in rig move. lce
rubbling at island
perimeter.

From the analysis of ice motion data, a conservative estimate of the chance of an ice
motion for greater than twenty feet occurring sometime during the whole project is 10%.
Including all ice movements both less than and greater than twenty feet, there is
approximately one event per season at a particular location with the median event being
three feet. The McCovey location is considered to be a feasible and operationally safe
location of the drilling of an exploratory well from an ice island with primary access and
supply by a floating ice road. Secondary access and supply to the location will be by
rolligon and helicopter, as required.
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3.4.2 Ice Island Monitoring

PAI will be developing a Critical Operations and Curtailment Plan (COCP) for the
McCovey project. This plan will include the detailed monitoring program associated with
the ice island and on-going operations. PAI will be monitoring weather, ice movements
and drilling conditions. General ice movements in the McCovey area will be monitored
by using satellite imagery. The horizontal and vertical ice movements of the island itself
will be monitored using inclinometers (or GPS equivalent measuring devices) and
sondex instruments. In addition, thermistor strings will be used on the island to ensure
the island is unaffected by any rig heat. The COCP will establish clear operational
procedures should the monitoring show an increased risk to the island drilling operation.
The COCP will be submitted to the MMS with the Application for Permit to Drill for review
and approval.

3.4.3 Ice Island Platform Verification Process

As required in 30 CFR Subpart |, the McCovey Ice Island design and construction will be
subject to a third-party platform verification process. PAIl will be nominating a qualified
ice design expert to the MMS in the next few weeks. Submittal of the engineering report
to the MMS is anticipated to be in late-September. MMS will also be monitoring the
construction effort and the rig will not be mobilized to the site until verification process is
complete. This process will ensure the ice island is a stable drilling structure.

3.5 Drilling Program

The specifics of the PAl McCovey No. 1 drilling program will be presented in the
Application for Permit to Drill (APD) which will be filed with the MMS according to 30
CFR 250.414. The McCovey No. 1 exploration well will be drilled from a surface location
in OCS Lease Block Y-1577 to a bottomhole location on a federal lease within the
McCovey Prospect Area. The well will be approximately 13000 ft TVD. Specific
information on the well design and logging program will be contained in the APD.

As described in Section 2.2, the post-drilling evaluation activities are dependent on what
is discovered during the drilling and evaluation program. PAl may elect to flow test the
well or just plug and abandon the well without testing.

If a decision is made to flow test the well, a testing program will be written at that time
based on the known downhole conditions and submitted for approval. Pressure or
mechanically activated test tools will be employed. Recovered liquids will be stored in
portable tanks brought to the site for that purpose and gas will be flared from a flare
stack on the ice island. Produced fluids will be reinjected (bullheaded) back into the
formation from which they originated or transported back to an on-shore production
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facility. All permit restrictions and stipulations will be observed during any of these
operations.
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4.0 EMERGENCY PLANNING
30 CFR 250.203(a)(2)(i), (ii) and (iii)

30 CFR 250.203(a)(2) requires that Exploration Plans in the Alaska OCS Region contain
a discussion of drilling of a relief well should a blowout occur; the loss or disablement of
the drilling unit; and the loss or damage to support craft. This discussion is considered
pertinent to State of Alaska DNR/DOG Plans of Operations as well. All contingency
plans for these emergencies are founded on the following priorities and objectives:

* Protection and safety of personnel;
e Protection and safety of the environment;
* Minimization of rig and property damage; and

PAIl considers the risk and potential of a blowout occurring during drilling and testing
operations at the McCovey site as extremely low due to the following conditions:

e The drilling crews for Nabors 14E are Surface Stack Certified in Well Control as per
30 CFR 250 Subpart O.

» Key personnel (i.e. toolpushers, operator's representatives, drilling engineers, mud
engineers, and drillers) are Subsea and/or Surface Stack Certified in Well Control as
per 30 CFR 250 Subpart O.

e The PAI Drilling Supervisors, toolpushers, drillers, and most crew members have
many years of experience drilling exploration and development wells in the arctic
environment.

e The well design has been prepared primarily based on data from other exploratory
wells drilled in the immediate McCovey Prospect area (Sohio Reindeer Island Well
#1, Amoco No Name Island #1, and Gulf Qil Cross Island #1).

e A mud logging unit will be employed on the McCovey well which will add a second pit
level and flowline monitoring system, in addition to the one already provided or rig
use. Mud logging unit equipment will include gas monitors to track background,
connection, and trip gas. This equipment will aid in the rapid detection of impending
influx into the wellbore, and assist in prompt well shut in response.

e PAIl has established formal internal procedures to ensure all well control situations
are addressed immediately and that adequate personnel and equipment services are
employed to prevent the total loss of well control (blowout). Redundant and back up
equipment and systems are utilized to prevent such an occurrence.

e PAI has contracted WELLCALL (the well control alliance between Halliburton Energy
Services and IWC Services) to assist PAIl in the intervention and resolution of any
well control emergencies. WELLCALL will be notified immediately in the event of
any well control situation which has the potential to escalate.
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e Formal procedures and equipment for monitoring drilling fluid and wellbore
conditions during drilling and tripping operations will be implemented at all times,
including, but not limited to:

- Shutdown during trips to monitor the well for flow,

- Use of a trip tank to monitor hole fill up and fluid displacements during trips,

- Pit volume totalizer with flow show indicator and pump pressure monitors,

- Continuous measurement of mud weight in and out, and

- Addition of a pitwatcher to rig crew to monitor fluids and mud pit equipment
continuously 24 hours/day. There will also be a full time mud engineer on
location during all drilling, tripping, and testing operations.

In addition to the controls listed above, the risk of a blowout is extremely low. There
have been no blowouts of oil wells in the Beaufort Sea during the history of oil
exploration in Alaska. PAI has based the information contained in the McCovey Qil Spill
Contingency Plan on the assumptions agreed upon by the North Slope Spill Response
Project Team (NSSRT) which consists of EPA, ADNR, ADEC, U.S. Coast Guard, the
NSB, and MMS.

The NSSRT used worldwide data in determining that a worst case blowout for an
exploration well is fifteen (15) days. This number is based on research findings that a
blowout in the OCS worldwide persists for only three (3) days, while a worst case
blowout onshore persists for a maximum of eight (8) days. The fifteen (15) days figure
was arrived at by doubling the worst case for an onshore well. The reason exploration
wells cease flowing is due to formation bridging off down hole, which then chokes off the
uncontrolled flow of fluids.

It should also be noted that a blowout is extremely unlikely, as research reveals that
blowouts of more than 5,000 barrels of oil per day occurred only once out of 1,700,000
wells (F.G. Bercha and Associates Limited., 1978, Probabilities of Blowouts in Canadian
Arctic Waters).

4.1 Relief Well Discussion

Three potential scenarios are presented below which show a realistic plan of attack in
the event a relief well was required at McCovey. It should be noted that a relief well
operation is seen as a remote possibility, and that it is difficult to predict with precision,
the combination of well bore, ice, and weather conditions which would be present at the
time. All operational procedures and practices implemented are designed toward a
common goal of preventing an uncontrolled release of well bore fluids so that a relief
well operation is not necessary.
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Scenario A: Shallow Depth Blowout
Sufficient Season Remaining
Minimal Damage to Rig

The first option in any well control situation is to utilize the existing drilling equipment and
drilling platform to the maximum extent possible to regain control of the well. In the case
of McCovey, the responses to a blowout would depend on three (3) key factors:

e The length of time remaining in the drilling season on the ice island
e The depth of the source of the blowout fluids in the blowing well
* The degree of damage (if any) to the existing rig positioned over the blowing well

If the depth of the blowout was relatively shallow, if there was still sufficient time
remaining in the season, and if the rig did not sustain substantial damage during the well
control event, then the first and primary response would be to skid the rig to a new
location on the existing ice island. From that location, a relief well could be drilled
relatively quickly and the blowing well intercepted and killed.

Scenario B: Deeper Zone Blowout
Moderate Length of Ice Island Season Remaining
Rig Unusable Due to Damage

In the more serious scenario where the blowout occurs at a deeper zone in the well, the
time required to drill to that depth and intercept for the Kill is increased. Also, if the ice
island drilling season has been partially expended, and sufficient time does not remain, a
relief well from the existing ice island may not be feasible.

Compounding this issue would be the possibility that Nabors 14E was either damaged to
the point of being unusable, or perhaps the blowing well bore fluids were ignited, causing
a major safety concern for crews, then an alternative response would be required.

Since there are no existing Barrier Islands within relief well distance of McCovey, and
since the water depths likely would not allow expedient construction of a second ice
island in the current drilling season, the next alternative would be to begin the immediate
construction of a gravel island near McCovey to serve as the relief well drilling platform.

The gravel island would be placed adjacent to the existing ice road, approximately one
half to one mile away from the McCovey ice island. This gravel island could be supplied
by ice road, rolligon, and then by barge and support vessels as the summer open water
season approached, as required.

The relief well rig identified for this scenario is Nabors 16E, a fully equipped "sister" rig to
Nabors 14E, which is currently drilling development wells in the Kuparuk Field while
under contract to Phillips Alaska, Inc.



Scenario C: Deeper Zone Blowout
Minimal Length of Ice Island Season Remaining
Rig Unusable Due to Damage

In the scenario where there was little time remaining in the ice island drilling season, and
in which access to the ice road would also be in question, the next alternative would be
to mobilize the CIDS (Concrete Island Drilling Structure) to a relief well location close to
the McCovey ice island. The CIDS would be moved to the relief well site as soon as ice
conditions and the available tugs and support vessels allowed for safe towing.

The CIDS would then become the drilling platform for the relief well. The CIDS is
equipped with a complete drilling rig and crew quarters.

Other General Comments and Notes Relating to McCovey Relief Well Operations:

Generally, there are four (4) options available for a relief well drilling platform in this
situation, depending on the time of year and the availability of equipment:

e Drilling a relief well from grounded ice at or near the McCovey island location;
e Construction of a gravel island near McCovey;

¢ Use of bottom founded arctic drilling vessel (e.g., the CIDS or SSDC); or,

e Construction of another ice island.

The selection of the surface location and platform from which to drill a relief well would
be based upon:

The relief well option selected above,

The water depth,

The safe distance and direction from the blowout and/or fire,

The planned point of intersection with the blowing well in order to optimize the Kill
of the blowing well, and

5. The length of time remaining in the winter drilling season.

A B =

Drilling a relief well from grounded ice at or near McCovey: This option is only
feasible if bathymetry indicated a shallow water zone close enough to McCovey where
grounded ice would exist. The current location selected for McCovey is on a shoal area
which is in shallow water compared to the surrounding area. This is what makes the
grounded ice island application at McCovey feasible.

As described in Scenario A above, utilizing the existing ice island would be the simplest
and most expedient option for a relief well. Since the working diameter of the McCovey
island is approximately 600 feet, there should be adequate space available to position a

4-4



rig to drill the relief well, assuming there is enough time left in the season. Expanding
one side of the existing ice island is another very feasible possibility.

Another factor to consider is that in an emergency situation requiring a relief well to be
drilled, the operational drilling season could feasibly be extended into May and June,
assuming agency approvals could be secured. In this case, a secondary ice road could
be constructed to a nearby Barrier Island (e.g. Cross Island), allowing equipment and
material to be demobilized to the nearby barrier island, instead of to the shore, after the
relief well operation was completed.

This same material and equipment could then be staged back to shore by barge from
the Barrier Island during the summer open water season.

Construction of a Gravel Island: A gravel island could be constructed to support a
relief well during either open water, when gravel would be placed by barge; or under
winter conditions when gravel could be trucked to the site over an ice road. If required
by emergency conditions, the island could be constructed during broken ice conditions
with ice breaker / ice management vessel assistance.

It is estimated that approximately 350,000 cubic yards of gravel would be required to
construct an island with a 500 ft diameter base and 200 ft diameter work surface, with 15
ft of freeboard and in 40 ft. water depth. Additional gravel would be required for slope
protection (4 cubic yard gravel bags).

Gravel for island construction could be obtained from existing mine sites in the Prudhoe
and Kuparuk area. Potential gravel sources include Put 23 mine site in the EOA,
Northstar Mine Site, or Kuparuk Mine Site C. The material could be trucked to the site
over an ice road constructed for that purpose (winter scenario), or barged to the site
(summer scenario). Other mine sites include Kuparuk Mine Sites E and F.

The time required to construct a gravel island of the aforementioned dimensions under
both the open water (summer) and winter scenarios is as follows:

Activity Open Water Winter
Mobilize gravel equipment 4 days 2 days
Construct gravel island 30 days 21 days
Set conductor and mob rig, 28 days 28 days

Equipment and materials

In the gravel island scenario, a modular land rig would be transported to the island by
truck (winter), or by barge (open water). The gravel island approach offers the most
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flexible approach to supporting relief well operations and the greatest tolerance for
seasonal operating restrictions.

Use of Another Bottom Founded Arctic Drilling Vessel: The Global Marine Concrete
Island Drilling Structure (CIDS) is currently being moved and relocated to its historic
stack site approximately 10 miles from the McCovey Prospect. The CIDS will be moved
to this location and cold-stacked during August 2000. As it is, this distance is not
feasible for relief well purposes at McCovey.

Due to water depth limitations, the only other bottom founded vessel in North America
capable of drilling a relief well in the McCovey area is the SSDC, which is currently
located in Port Clarence, Alaska. Assuming that this rig was available for a relief well
assignment, mobilization to the McCovey vicinity would be limited to the open water
season, and passage around Point Barrow in early spring could be problematic.

Further assuming that the foregoing conditions could be met, it is estimated that warm-
up and mobilization of the SSDC would require approximately 45 days to complete at
best. The SSDC option is not considered the most viable approach to relief well
planning. Approximately 30 days is estimated for the warm-up and mobilization of the
CIDS, accounting for the fact that this vessel has just recently been moved from
Camden Bay to its Prudhoe Bay area stack site.

In either case, icebreaker support would be needed to mobilize the CIDS or the SSDC in
the period prior to the summer open water season. Both towing and ice management
support would be required to move these vessels prior to open water conditions.

Construction of an Ice Island: If a relief well was required, another ice island could be
constructed in the area of the McCovey location. The time required to construct an ice
island is both weather and water depth dependent. For purposes of this scenario, a 37
to 45 ft water depth is assumed, as bathymetric surveys have confirmed this depth near
the McCovey bottomhole location and still close enough to directionally drill to the
McCovey wellbore.

The time to construct a spray ice island with 15 feet of freeboard is estimated to be forty
(40) to eighty (80) days depending on temperature and other weather conditions during
the construction period. Once the island was constructed, a conventional modular land
rig, equipment and materials could be transported to the island by ATV.

The window available for drilling a relief well would be dependent on when the ice island
was constructed. Obviously the relief well would have to be completed, plugged, and
abandoned in time to demobilize from the ice island while ATV transport was still
possible. The ice island option offers a workable approach for relief well operations over
an approximate 4-5 month period that encompasses the winter and early spring
seasons.
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However, it is clear that weather conditions could impact ice island construction
operations, particularly in March and April, and the other options listed above would
likely be more feasible in most circumstances.

Relief Well Drilling Considerations: The equipment and materials needed to drill a

relief well are available from drilling stocks on the North Slope, Fairbanks, Anchorage,
Kenai, or other Alaska support locations. These items would be moved to the relief well
site by truck, ATV, or barge depending on the season. It is expected that extensive
helicopter operations would support the drilling effort.

The time required to drill a relief well and kill a blowout is dependent on the depth
required, directional drilling considerations, the complexity of the kill itself, and weather.
With this many variables, it is impossible to accurately forecast a time duration for relief
well drilling; however, for planning purposes, a period of four (4) to seven (7) weeks is
estimated.

4.2 Loss or Disablement of the Drilling Unit

Land Based Rig on Ice or Gravel Island

As part of the McCovey Project planning process, PAIl has assessed the potential for
loss or disablement of the drilling unit from cases other than a loss of well control. In the
case of the ice island, the possibility of the island being moved by a multi-year ice event
was evaluated.

Specific actions to be taken if the rig becomes disabled would be addressed in the
Critical Operations Curtailment Plan (COCP), a detailed attachment to the Application for
Permit to Drill (APD). The APD package will be submitted to the MMS for review and
approval.

Geotechnical information on the soils has been evaluated and the shear strength of the
soils determined. The amount of ice island mass and area that needs to be built has
been calculated to ensure that the ice island will be able to withstand the forces imposed
on the structure by a multi-year ice event that could take place. In the case of McCovey,
these calculations are performed by Sandwell Engineering, presented to the MMS, and
then verified by an independent third party expert to satisfy MMS requirements.

Ice movement will be constantly monitored using GPS satellite technology, in addition to
satellite imagery of the regional ice conditions, and also by the use of sensitive
inclinometers on the island itself to detect any movement of the island. The location of
the McCovey ice island is unique and is ideally suited for this application. This site is
positioned on a sub-sea shoal or "high" compared to the adjacent sea floor elevations.
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Resting on this local "high" area will result in natural protection for the ice island since
deep keel, multi-year ice floes will tend to "ground out" before contacting the ice island.

In general, if the land-based rig selected for the McCovey well, that is Nabors 14E, for
some reason becomes disabled, the well would be immediately secured, and repairs to
the rig initiated immediately. If the rig was damaged beyond repair for whatever reason,
the well would be secured and suspended or P&A’d, and immediate measures would be
taken to remove the disabled unit, and replace it with the sister rig, Nabors 16E.

Should any condition develop during the drilling of the McCovey well that presents a
potential threat to the integrity of the drilling rig (i.e. multi-year ice event), the well would
be suspended by placing a cement or mechanical plug (i.e. storm packer or bridge plug)
in the wellbore, leaving the hole filled with a minimum of 200 psi overbalance drilling
fluid, and securing operations until the threat is past or overcome.

Bottom Founded Offshore Drilling Unit (CIDS or SSDC)

Before the CIDS is allowed to ballast down on a location the geotechnical information on
the soils will be evaluated and shear strength of the soils determined. Then the amount
of ballast water that needs to be taken on will be calculated to ensure that the CIDS wiill
be able to withstand the forces imposed on the structure by a multi-year ice event that
could take place. These calculations are done by Global Marine in the case of the CIDS,
and then verified by a third party to satisfy MMS requirements.
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5.0 LOCATION TABLE
30 CFR 250.203(a)(3)
This table is provided as required in 30 CFR 250.203(a)(3). If the results of the

McCovey No. 1 are encouraging, additional exploration/delineation wells may be
proposed in the future.

Table 5-1. Phillips McCovey No. 1 Well Location and Depth Information

Lease Geodetic ASPC UT™Mm Water | Well Depth
Block* Position Zone 4 GRS Zone 6 N Depth @ TD
1980 NAD 83 Clark 1866
(ft) NAD 83
(m)
Surface Y-1577 Lat: 70°31°43.8"N X = 1862831 X =456176 37 Ft
Location Long: 148°10'41.1"W | Y = 6046256 Y=7825280 | MLLW
Bottomhole 13,000 ft
Location @ Lat: 70° 31°34"N X =1861573 X =1862831 TVDSS
13,000 FT | Y-1578 | Long: 148° 11'19"W Y = 6045201 Y =6046256 14,400 ft
TVDSS MD

*Note: Both surface and bottomhole locations are in OCS Block 6515.
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6.0 GEOLOGIC CONDITIONS
30 CFR 250.203(b)(1)

PAI is submitting under separate cover Appendix IX to the McCovey Exploration Plan.
The information submitted in Appendix IX is submitted in fulfillment of the requirements
of 30 CFR 250.203 (b)(l)(i through ix). Appendix IX includes items described in
Subparagraphs (I) through (viii) inclusive. In addition, a general non-propriety
description is included in the following section. The shallow hazard report required by
subparagraph (ix) will be submitted to the MMS in mid October, 2000, as the data for the
shallow hazard survey was acquired in late August due to ice conditions. PAIl requests
that Appendix IX remain confidential pursuant to 30 CFR 250.118 and 30 CFR
250.203(f).

6.1 Analysis of Seafloor and Subsurface Geological and Man-Made
Hazards

Geohazards and geotechnical investigations have been performed in support of the
McCovey exploration project. Site investigations were undertaken during the
winter/spring of 2000 on the ice sheet. This spring program included a ROV survey, side
scan sonar survey, a multibeam bathymetric survey, and geotechnical soil borings and
insitu testing. These datasets were collected at the proposed location for exploration.
During the summer open water periods of July and August 2000, a high-resolution
geophysical survey was performed. A short discussion of the findings in included in this
Exploration Plan. Further data processing and additional evaluations and discussions
will be submitted with the McCovey Geohazards Survey that will be submitted along with
the McCovey Application to Dirill.

Bathymetry survey was performed off the ice sheet during the winter/spring program
2000. The bathymetric data from this winter survey indicates a generally flat, even
substrate at the site. The bathymetry data also indicates a very low seabed gradient of
approximately 0.67%, or 1 in 150 at the site. Water depths within the survey area range
from approximately 34 feet in the northwest, 38 feet in the south, and 36 feet in the
north. The bathymetric data collected over the site clearance grid supports original
bathymetric results and interpretations that the proposed location of the McCovey
exploration site is located on a shoal feature. Water depths at the well location range
from 33 ft. to 36 ft. (10 to 11 meters) across the proposed wellsite.

Figure 6-1 is a plot of the uncorrected bathymetric data (limited correction applied-for the
depth of the vessel transducer) collected from the marine vessel during the summer
open-water high-resolution geophysical survey by Western Geophysical company. The
bathymetric data collected over the site clearance grid supports original bathymetric
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results and interpretations that the proposed location of the McCovey exploration site is
located on a shoal feature. The bathymetric data collected during the summer survey
and presented on Figure 6-1 depicts the entire high-resolution geophysical survey area.
The uncorrected data has been contoured on a 1 m interval, and water depths at the
well location range from 33 ft. to 36 ft. (10 to 11 meters) across the proposed wellsite.

Side scan sonar was performed through the ice sheet during the 2000 winter/spring
program. The data at the proposed wellsite found a clean sand seafloor with minute
sand wavelet bedforms and no excessive ice gouging. The ROV video survey
performed supported the sonar data set collected at the proposed ice island location. No
evidence of any seafloor hazards on the seabed was observed at the time of our
investigation, no boulders were visible, nor was ice gouging prevalent (Figure 6-2). The
ice gouge tracks observed on the seafloor at the site were low profile and limited in
length to non-existent. No man-made hazards were observed.

DataSonics Chirp || Subbottom profiler was run across the high-resolution geophysical
survey area and the data records indicate a relatively hard bottom. Interpretations of a
hard seafloor are based on resulting shallow penetration of the subbottom profiler to a
limited depth of 5 m across the site as a result of the dense sand present at the seafloor.
The top of the shoal is relatively featureless with excessive gouge morphology incisions
of the seabed present on the flanks of the shoal. No other seafloor or near seafloor
features were identified in the review of the analogue subbottom profiler records.

DataSonics Bubble Pulser system was run across the high-resolution geophysical
survey area. Review of the bubble pulse analogue records show an erosional feature
that has a similar appearance of a “channel” to the north of the proposed exploration
site. This erosional feature is oriented parallel with the shoal. The depth of the base of
the feature is approximately 8 m below the mudline, and is approximately 300 m in width
and visible in a length of 600 meters. This orientation and shape appears to be
associated with gouging and sea bed ice keel interaction as opposed to being a pre-
historic terrain feature. The ice island seafloor “footprint” is not situated on this feature;
therefore, there will be no potential impact.

Further review of the bubble pulser records support interpretations that the site is located
on a constructional feature, such as an island or shoal. This interpretation is based on
sequential consistent hard reflectors at depth.

The geotechnical and geophysical surveys show that there are no seafloor and
subsurface geological and man-made hazards in the McCovey area. The site-specific
shallow hazards report will be submitted the Application to Drill in accordance with the
30 CFR 250.414(f)(1)(vii).
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6.2 Archeological Report

An archeological report has been prepared in accordance with 30 CFR 250.194 for the
McCovey project. The full report will be submitted under separate cover along with this
Exploration Plan. The report examined the data obtained during the geotechnical and
geophysical survey along with a literature review for any potential historic or prehistoric
archeological resources.

Potential submerged archaeological resources range from historic to prehistoric.
Historic resources include man-made objects or structures, such as shipwrecks,
submerged structures and aircraft older than 50 years. Potential sites for prehistoric
archaeological resources include areas that are in water shallower than water depths
that correspond to a submerged paleo-shoreline representing a low stand of sea level
approximately 13,000 years before present in age, for Alaska OCS this generally is 50
meters below sea level. These prehistoric sites include terrestrial landforms, such as;
high ground near paleo-rivers, river confluences, paleo-shorelines, and preserved levees
or terraces on paleo-channels.

6.2.1 Historic Resources

A copy of the most recent shipwreck database from the MMS office in Anchorage,
Alaska, has been obtained. Mr. Mike Burwell maintains this database at the MMS office
in Anchorage. This data indicates only one shipwreck is near the “McCovey” Prospect.
This wreck occurred on Aug. 4, 1894 when the bark “Reindeer” from San Francisco was
trapped in ice that came in quickly and the ship was forced ashore. The historical
account of this wreck is attributed to Mr. Thomas Brower, Sr. of Point Barrow. The
island that the ship went aground on is now named for the ship (Reindeer Island).
According to MMS’s experts, the ship's exact location is not known, but it is probably on
the western end of the present island, along the north shore. He also stated that there
have not been any recent sightings of the remains of the “Reindeer” and that the timbers
may have been salvaged by Natives to be used for firewood, structures, etc. According
to historical reports no lives were lost in the wreck of the “Reindeer”.

Reindeer Island is approximately 4 1/4 miles southwest of the proposed exploration
location being considered by Phillips Alaska, Inc. as part of the McCovey Prospect. The
probability of historic archaeological resources being at or near the location is very low.
Side scan sonar records and ROV video footage at the site do not show any historic
resources at the proposed McCovey location.
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6.2.2 Prehistoric Resources

In order to evaluate the potential for prehistoric archaeological resources in the area, the
baseline study prepared by Friedman and Schneider for the Beaufort Sea Planning Area
which has been used in previous lease sale EIS documents, and in all Beaufort Sea
archaeological analysis and assessments prepared in support of Alaska OCS
exploration activities was reviewed. In addition, the published report “Archaeological
Assessment of Warthog Prospect” prepared by MMS Alaska Archaeological working
group was reviewed. These resources support the conclusion that the probability of a
significant archeological site at the McCovey location is very low.

The recommendation regarding prehistoric resources presented in the base line study is
that the Alaska OCS Beaufort Sea sale area should be exempted from this requirement.
This is further supported from the results of the MMS working group recommendations
that exemption for prehistoric archaeological resources may not be appropriate for areas
of the Beaufort Sea landward of the Barrier Islands and for those protected by floating
land fast ice coverage during the winter. The McCovey Prospect is seaward of the
Barrier Islands and is located near the Stamuhki zone, and review of the geohazard data
collected in support of the exploration plan, no significant archaeological resources have
been identified.

In addition, to investigate the probability of pre-historic archaeological resources present
within the McCovey Prospect, a review of publicly available data for the Beaufort Sea
was performed. This review provided an overview of anticipated site conditions, such
as: soil type, presence of permafrost, presence of shallow gas, shallow faulting,
thickness of Holocene sediments and potential for slumping, significant geomorphologic
features, and effects of sea ice on the region. The collected data set was used for the
purposes described herein to investigate archaeological concerns but to also validate
and support the geophysical and geotechnical interpretations prepared from the data
collected for the geohazards survey and site engineering analysis performed for the
exploration drilling program at the McCovey site.

The exploration site appears to be located on a sand shoal. The generalized cross
section prepared from the borehole logs indicate that it could be interpreted as a shoal,
or a submerged relic barrier island. This interpretation is based on the dense sand
present at the seafloor, and the fining upward sequence of fine-to-medium grained
sands in the surface stratigraphy. Rounded accretionary organics, shell fragments, and
a lack of linear bedding of the silts and sand supports a medium energy barrier island
environment for the initial deposition. The presence of permafrost at depth in borings
more central in the feature support the aerial exposure at some past time. As the barrier
island continued to prograde shoreward, the sand deposits were left in the study area,
most likely resulting in the present shoal. Currently, the microtidal (<0.5 meter tidal
range) environment and the lack of a wave front provides little energy for movement of
these deposits, movement would be limited to ice seabed interaction along the Stamukhi
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zone coincidental to the Beaufort Gyre. The feature to a water depth of 34 to 38 feet at
the site rises from the surrounding seafloor with nominal water depths of 42 to 49 feet.

Reimnitz (1978)

A number of linear shoals, representing pronounced topographic anomalies on the
surface of the Beaufort shelf have been studied in the Prudhoe Bay area by USGS
researchers. The Reimnitz and Maurer study (1978) of the Stamukhi shoals, and based
on their works they have stated that these shoals are constructional features younger
than the post-Wisconsin transgression. These linear shoals described by Reimnitz,
et.al, as constructional features present a sediment profile inclusive of a medium sand-
capped crest. The presence of clean sands, rather than gravel capping the shoals
supports interpretations of enhanced winnowing of the sediments from ice keel contacts
and currents. Dive observations made by USGS investigators found the linear shoals to
have few ice gouge features at the cap with shallow ripple structures in the sand cap
associated with wave or current produced bedforms, Figure 6-2.

. mediam sand seatratd
‘ ga}mid.g grooel

Reimnitz (1978)

Along the flanks seaward of the shoal, an increase in gouging is present with the gouges
trending parallel to the orientation of the linear shoal, ranging in depth from 1 to 2 meters
and up to 10s of meters wide. The gouges typically terminate within the field of view in
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short distances and resemble more of a landing area or holding point for ice keels.
Reimnitz, et al., have indicated that similar in shape to barrier islands, the linear shoals
are different in composition and do not appear to represent submerged barrier islands.
Lewellen has referred to these shoals as submerged barrier islands. The linear shoals
identified, Jaws Mound, Cat Shoal and Stamukhi Shoal, proximal to the McCovey
Prospect, these shoals appear to be moving slowly as a result of ice and seafloor
interaction in the Stamukhi zone. The monitored movements of the shoals and the
understanding of observations made of modern processes of the Arctic suggest that
anything which stands above the general relief of the shelf is planed off by the action of
the ice. Even gently sloping and generally flat surfaces are reworked by ice at a rate of
once every 50 to 80 years.

Summer ice distribution is controlled by grounding on the shoals as well. Reimnitz, et al.
1977 stated that a large portion of the available marine energy is expended on the
seafloor within the Stamukhi zone. Linear shoals take the brunt of the transfer of forces,
Reimnita stated, “it is difficult to believe that the linear shoals are drowned barrier islands
that have survived since submergence.” The relative paucity of ice gouging present at
the site is more a function of the seabed relief, and the interaction of the linear shoals
with the ice keels along the Stamukhi zone. The redistribution of seafloor and near
seafloor sediments as a result of ice keel impact is much different than what is
conventionally idealized with ice gouging processes landward of the barrier islands.

The base of the erosional feature, or “channel” identified in the bubble pulser records is
at a depth of 8 meters. The location of this feature at the site and its orientation are
parallel to the linear shoal (Jaws Mound), this is supportive of interpretations of this
feature as an erosional feature associated with ice impacts and keel - seafloor
interaction and not a relict “channel” buried beneath the Holocene marine sediments.

The seabed soil conditions at the “McCovey Prospect” site consist mainly of fine to
medium-grained sands with a dense to very dense consistency, to a depth of 15 feet.
Overlying fine-grained cohesive soil, silt, and clay with a very stiff to hard consistency to
a depth of 55 feet. Below the silt/clay, fine to medium-grained sand and gravel was
present to 83.5 feet, the maximum depth penetration below mudline during the winter
site investigation. None of the soil borings drilled and sampled during the winter/spring
geotechnical program encountered any significant or stratified organic material at the
site.

Permafrost conditions, bonded soils with visible ice, were logged in two of the boreholes
at the “McCovey” exploration site, at a depth of 46-48 feet below mudline and continued
to depth.

Site soil conditions are very dense and over-consolidated, the findings of Phillips’ site
surveys is supported by interpretations of USGS researchers. The impact of a bottom-
founded structure on the dense granular seabed soils is minimal. Geotechnical analysis



for settlement of a bounded-founded structure, specifically an ice island as proposed for
the McCovey Exploration site is estimated to be less than 12 cm.

6.2.3 Effect on Potential Archeological Resources by McCovey Exploration
Operations

In summary, the potential effects of the proposed operations on historical and pre-
historical archaeological resources is not significant. The surveys, performed to date
and the review of literature, support the findings of no historical resources on the seabed
or within the near surface soils at the proposed well site. Impact to prehistoric resources
is also considered to be very low as the structure proposed is an ice island and is a
bottom-founded structure. The ice island should only affect the top 12 cm of the seafloor
and they are temporary in nature. In addition, the proposed conductor (20”) will cause a
very limited areal disturbance to sedimentary structures or any potential archaeological
resources.

The identified “channel” feature can be interpreted to be an erosional feature within the
Holocene sediments that would be associated with processes and shoal morphology in
the Stamuhki zone. In addition, the proposed location is to the south of the mapped
channel and proposed conductor and well casing operations presently planned will not
intersect this feature. Also, the ice island will be constructed on the very dense over-
consolidated seafloor soils will not cause impact to the depth of the “channel” feature.
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7.0 OIL SPILL RESPONSE PLAN

30 CFR 250.203(b)(2)

The Oil Discharge Prevention and Contingency Plan (ODPCP) prepared for the
McCovey No. 1 driling program is contained in Appendix |I. The plan provides
information on oil spill prevention and control procedures, response organization, risk
analysis, and environmental sensitivity. It is designed to assist PAIl and contractor
personnel in responding rapidly and effectively to oil spills that may result from
exploratory drilling operations.

The ODPCP provides a detailed description of appropriate actions and techniques for
various spill circumstances, response times for mobilization of personnel and equipment
from various locations, equipment operating characteristics, and the availability of
equipment both on site and off site. This plan emphasizes the prevention of oil pollution
by employing the best control mechanisms for blowout prevention and fuel transfer, and
by implementing a mandatory program of personnel training. MMS Regulations (30 CFR
254) include specific requirements for oil spill and pollution prevention. PAI will fully
comply with these requirements.

All project personnel, including PAl employees and contractors, will be involved in oil
spill contingency response and will receive training as described in the ODPCP.
Training drills will be conducted periodically to familiarize personnel with on-site
equipment, proper deployment techniques, and maintenance procedures.



8.0 COMPLIANCE WITH LEASE STIPULATIONS
30 CFR 250.203(b)(3)

The surface location for drilling activities is on federal leases obtained under Federal
OCS Sale 124. Leases obtained in State of Alaska Lease Sale 65 are also proposed to
be part of the McCovey Unit; therefore stipulations specific to that sale are included. This
section describes how PAIl will comply with the lease stipulations for these lease sale
areas.

8.1 Federal OCS Lease Sale 124

Stipulation No. 1: Protection of Archaeological Resources
The Regional Supervisor, Field Operations (RSFO) may require the lessee to prepare a

report determining the potential existence of any archaeological resource that may be
affected by the operations; if evidence suggests that an archaeological resource may be
present the lessee shall either relocate the site so as to not affect the resource or
establish to the satisfaction of the RSFO that an archaeological resource does not exist
or will not be adversely affected by the operations; and if the RSFO determines that an
archaeological resource does exist and may be adversely affected the lessee shall take
no action until told by the RSFO how to protect the resource.

PAI Action: The closest known archaeological resource to the McCovey project area are
the cabins and house depressions located on Cross Island 7 miles to the southeast.
Although there are known to be numerous shipwrecks along the coast of the Beaufort
Sea, no surveys for locations of these shipwrecks have been made. In April 2000, PAI
conducted a shallow hazard survey that confirmed the absence of any historic
archaeological sites at the project location. A full report of the shallow hazards survey
will be provided to the MMS in September 2000.

In addition, since some McCovey activities will occur near Reindeer Island (ice road and
potential camp location) PAI contracted an archeological survey of Reindeer Island to
ensure that there will be no impacts to archeological resources. This survey revealed no
know archeological resources on the island. In fact, recent field inspections indicated
that Reindeer Island has been eroded to the point where it is no longer an island, and is
now simply a shoal.

Stipulation No. 2: Protection of Biological Resources

The RSFO may require the lessee to conduct biological surveys needed to determine
the extent and composition of biological populations and habitats requiring additional
protection. As a result of these surveys, the RSFO may require the lessee to relocate
the site of operations; modify the operation and/or establish that operations will not have
adverse effects, or that special biological resources do not exist; or operate during




periods of time that will not cause significant adverse effects upon the resource. In
addition, the lessee is required to report any areas of biological significance discovered
during the conduct of any operations on the lease, and make every effort to preserve
and protect the biological resources from damage until the RSFO provides direction with
respect to resource protection.

PAl Actions: The previous survey work on nearby federal and state acreage and site
specific shallow hazard work at the McCovey location in April 2000 have not identified
any hard bottom (i.e. “boulder patch” areas). In April 2000, as required by 30 CFR
250.33 (b)(1)(ix), PAI conducted shallow hazard activities including detailed bathymetry
and remote underwater camera work. The remainder of the survey was conducted
during August 2000 to collect subsurface imaging data. These surveys did not identify
any presently unknown biological communities in a 500 meter x 500 meter area centered
on the drilling location. These surveys, and their interpretations will be made available to
the RSFO as part of the Shallow Hazard report.

Stipulation No. 3: Orientation Program
The lessee must develop a proposed orientation program for all personnel involved in

the exploration program.

PAl Actions: All PAl and contractor personnel will receive North Slope cultural
awareness training, and specific training in environmental awareness and safety,
including polar bear avoidance. This training will include appropriate parts of video
materials currently in the PAI library that were prepared for the NPR-A project and other
recent off-shore operations. PAI will provide the RSFO will a copy of these materials
prior to commencing construction operations. A formal polar bear interaction plan has
been completed and will be included with this document (Appendix 1V).

Stipulation No. 4: Transportation of Hydrocarbons
This stipulation states that pipelines are the preferred mode of transporting production.

PAI Actions: This stipulation is not applicable to this exploratory drilling program.
Stipulation No. 5: Industry Site-Specific Bowhead Whale Monitoring Program

A monitoring program is required for drilling and seismic operations conducted during
the bowhead whale migration.

PAIl Actions: The eastern fall bowhead whale migration has been defined by the MMS
as September 1 through October 31. No drilling or seismic activities are scheduled
during this period. However, PAl is considering pre-staging materials near or adjacent
to Reindeer Island during this time period. Any pre-staging activities will occur after
completion of subsistence whaling activities. In addition, all activities will be inside the
Barrier Islands, away from the main bowhead whale migration routes.



Stipulation No. 6: Subsistence Whaling and Other Subsistence Activities
Exploration, development, and production operations must be conducted in a manner
that prevents unreasonable conflicts between the oil industry and subsistence activities
(including, but not limited to bowhead whale subsistence hunting). The lessee must
contact the potentially affected communities and a discussion of resolutions reached
during a consultation process and any unresolved conflicts with communities,
individuals, and other entities shall be included in the exploration plan and a copy of this
plan will be delivered to the potentially affected communities.

PAIl Actions: PAl is taking measures to minimize potential adverse effects on the
availability of marine mammals for subsistence users. One such measure is that PAl is
able to construct an ice island in these water depths, which allows a winter drill
operation. Thus, no drilling will occur during the spring or fall bowhead migration. PAI
met with the Mayor of Kaktovik on August 8, 2000 to discuss the proposed McCovey
project schedule. A copy of the information reviewed with the Mayor is contained in
Appendix IX. This information was shared with the Community Council on August 15,
2000. McCovey was also discussed with the Kuukpik Subsistence Oversight Panel
(KSOP) on August 22, 2000 in Nuigsut. A summary of the comments from the KSOP is
also contained in Appendix VIII.

In addition, PAI plans on meeting with the community of Nuigsut in late September (after
whaling season) to discuss planned activities associated with the McCovey Prospect to
minimize any adverse effects on subsistence seal hunting. The Alaska Eskimo Whaling
Commission (AEWC) has also been provided with information regarding the McCovey
prospect during a North Slope Borough pre-application meeting on August 11, 2000. A
copy of the information reviewed at this meeting and the attendees in contained in
Appendix VIII. PAI also presented McCovey information to the North Slope Borough
Planning Commission on August 30, 2000. Details on this meeting can also be found in
Appendix VIII.

Stipulation No. 7: Oil Spill Response Preparedness
Lessee must submit Oil Spill Contingency Plans for review and approval that address all

aspects of oil spill response readiness prior to approval of exploration or development
and production plans.

PAI Actions: The Oil Discharge Prevention and Contingency Plan (ODPCP) submitted
for the McCovey No. 1 drilling program is located in Appendix |. The plan provides
information on oil spill prevention and control procedures, response organization, risk
analysis, and environmental sensitivity. It is designed to assist PAl and contractor
personnel in responding rapidly and effectively to oil spills that may result from
exploratory drilling operations.



Stipulation No. 8: Agreement Between the United States of America and the State
of Alaska

This stipulation is advisory as to the Outer Continental Shelf Lands Act and the
ownership of disputed tracts. No compliance activity is required. It is PAl's
understanding that this matter was resolved in 1997.

Stipulation No. 9: Agreement Regarding Unitization
This stipulation is also advisory in nature and identifies those blocks subject to the

“Agreement Regarding Unitization for the QOuter Continental Shelf Oil and Gas Lease
Sale 124 and State Qil and Gas Lease Sale 65 Between the United States of America
and the State of Alaska”. No compliance action is required.

8.2 State of Alaska Lease Sale 65

Stipulation No. 1: Discovery of Historic or Archaeological Objects and
Measures Taken to Preserve Such Objects

This stipulation relates to the discovery and preservation of any site, structure, or object
of historic or archaeological interest during the conduct of lease operations. Since the
subject lease lies entirely offshore, if any such objects are present they will most
certainly be of shipwreck related origin.

PAIl Actions: Geotechnical, bathymetric and remote underwater camera work was
conducted in April 2000 as part of the shallow hazard survey and there were no ancient
shipwrecks or other marine objects present in the area of the McCovey well.

Stipulation No. 2: Qil Pollution Control

Lessees are required to comply with the Alaska Qil Pollution Control Act, AS 46.04 and
it's implementing regulations. Lessees must submit a SPCC plan to ADEC in
compliance with federal guidelines.

PAI Actions: The McCovey Qil Discharge Prevention and Contingency Plan is located in
Appendix |. A copy of the Plan will also be submitted to ADEC for review.

Stipulation No. 3: Plan of Exploration

This stipulation requires that the lessee submit an exploration plan to DO&G for it's
review and approval. The DO&G will review the plan for consistency with the ACMP
under AAC 50.

PAIl Actions: PAI will submit a copy of this Exploration Plan to DO&G.

Stipulation No. 4: Seasonal Drilling Restrictions
This stipulation defines seasonal drilling restrictions in Sale Area 65 in order to minimize

interference with the bowhead whale migration and subsistence hunting activities.
Subject to provisions to minimize noise during the whale migration, and conditions that
must be implemented in order to drill in periods of broken ice, driling from bottom
founded structures is allowed year round.




PAI Actions: All McCovey drilling activities will be conducted during solid ice conditions;
therefore, will not interfere with the bowhead whale migration and subsistence hunting
activities.

The State of Alaska Lease Sale 65 fact sheet lists several additional mitigation
measures which are specific permit conditions for conducting operations in the sale
area. Since these measures are permit specific, they are not addressed in this
Exploration Plan.



9.0 DRILLING FLUIDS PLAN
30 CFR 250.203(b)(4)
The following mud plan was developed for the Phillips McCovey No. 1 well:

l. Type(s) of Mud Proposed for Discharge:

This well will be drilled with a modified generic Mud #2 from the initial spud to the final total
depth (TMD) of the well. The components of this mud system and their maximum
concentrations are listed in Table 9.1. Both fresh water and/or seawater will be used to
maintain this mud system. Rates of discharge of both muds and cuttings will be in
accordance with the limitation specified in the NPDES permit.

However, in the event of formation damage or wellbore stability problems, a “Custom
Potassium Mud” may be used. Toxicity information for this mud system is provided along

with the modified generic Mud #2 in Appendix VII.

2. Well Name: McCovey No. 1

3. Well Number: #1

4. NPDES Permit Number: AKG-28-4205

5. Mud Types (primary):

McCovey #1 - Modified Generic Mud #2 (see Table 9-1)

6. Details of Mud System: See Table 9-1

7. Determination of System Toxicity:

To insure drilling mud and cuttings discharges comply with the >30,000 ppm SSP
limitation for operations in the Beaufort Sea, the following information is provided:

a) The primary mud plan is to use the additives as outlined on Table 9-1 from spud to
total depth. The mud bioassay provided in Appendix VIl (Baroid Bioassay
Laboratory BL-0618 (11/12/93) provides certification of that system's overall toxicity
of 245,700 ppm SSP. This is well above the 30,000 ppm SSP NPDES permit
limitation. Note all the additives listed in Table 9-1 were tested at maximum
concentrations with the exception of the lost circulation materials
(KwikSeal/Baroseal(blended flakes, fibers and granules), mica flakes and crushed
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b)

nut hulls), and the zinc carbonate. These products have been authorized for use,
due to their lack of influence on the resulting mud toxicity. Pursuant to the NPDES
permit, a monthly bioassay will be conducted to confirm actual discharge toxicity.

Based upon the calculated toxicity (see Table 9-2) an EZ Spot-NT/mineral oil pill will
be used if a spotting fluid is required. The pill will be recovered when circulated out
of the hole pursuant to the NPDES permit requirements and the residual content
will not exceed 2% by volume. In the event a spotting fluid is required, the
appropriate sampling will be done before and after the spot to confirm the discharge
toxicity.

8. Procedure for Determining if New Additives May Be Used:

While it will be the intent of this drilling program to use only the products which are listed
in Table 9-1 (or the mud products as listed for the “Custom Potassium Mud” if required),
if any additional additive(s) are required, the following process will be used prior to use
of the product(s):

Toxicity Estimations For New Mud Additives

To insure the drilling mud does not exceed the 30,000 ppm SSP limit for Beaufort Sea
discharges when adding a product or products that were not originally planned, this
"Mud Plan" will incorporate one of three mechanisms to estimate final mud toxicity’s as
listed below:

1)

2)

Perform a Drilling Fluid Toxicity Test (Petrazzuolo, 1993) on the complete base mud
system with all mud additives at maximum concentrations.

Calculate the resulting mud toxicity using the following mathematical formula:

"The inverse of the LC50 for each additive is added to the inverse of the LC50 of the
base mud. The inverse of the sum of the inverse then represents the estimated
LC50 of the combined mud formulation.”

(1/LC50A + 1/LC50B + 1/LC50C + ... = 1/LC50TOT)

This method is demonstrated on Table 9-2 that estimates the resulting toxicity for the
Modified Generic Mud #2 (Table 9-1) when containing residual mineral oil spotting
fluids (EZ Spot-NT and mineral oil).

In some cases, based upon a detailed review of the product and a determination of
the relative non-toxic nature of the additive, use of the product may proceed without
actual LC50 data. Examples of these products may include lost circulation materials
such as walnut hulls or mica flakes.



9. Outline of the Mud Planning Process:

This mud plan has been established based upon standard procedures for previous mud
system approval for discharge in state and federal waters offshore Alaska. The mud
system toxicity is based upon actual bioassay data, consequently no problems are
anticipated in terms of compliance with NPDES permit requirements. Also, the product mix
in Table 9-1 has been used on several offshore operations and has established a history in
terms of being able to comply with permit limitations for toxicity. This mud plan design is
meant to tie into the other requirements of the current Arctic general NPDES permit which
in combination provide a comprehensive mechanism to insure minimal impact to the
receiving waters.

The estimated volume of mud to be discharged during the drilling of the McCovey project
is 13,375 barrels. Discharge will be to solid ice conditions.

The personnel responsible for the development and implementation of the Mud Plan are:

Paul Mazzolini, Phillips Alaska, Inc. (907)263-4603
Tom Mc Kay, Phillips Alaska, Inc. (907)265-6890
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Table 9-1 Maximum Proposed Concentrations of Mud Additives, Generic Mud No.
2 with Additives.

Mud Type: Modified Generic Mud #2 MAC PC(Avg)
A B C D Generic/Chemical Description (ppb) (ppb) Trade Names Function:
X x Bentonite/Attapulgite/Sepeolite 50 15.0 Aquagel/Seamud/Zeogel viscosifier
X x Lignite 10 0.7  Carbonox mud thinner/fitration control
X x Caustic 5 0.4 pH control
X x Lime 2 0.1 alkalinity control
X x Barite 8§75 22.4 Baroid mud density
X X Soda Ash/Bicarb 2 0.3 cement cont./hardness control
X x Cellulose Polymer 5 0.9 PAC's/Drispac’s filtration control
X x Seawater or Fresh Water asneed 357.0 base fluid
X x Xanthan Gum 3 0.3 Barazan-D/N-Vis viscosifier
X x Modified Lignin 10 1.1 Baranex filtration control
X x Sulfonated Asphalt 6 1.1 Barotrol/Soltex shale stabilization
X x  Graded Calcium Carbonate 100 0.7 Baracarb's bridging material/LCM
X x  Drilling Detergent 0.4 0.3 ConDet clay "balling" problems
X x  Mud Defoamer 0.75 0.1 BaraDefoam HP mud defoamer
X x Tannin Thinner 1 0.4 DescoCF mud thinner/fitration control
X x Starch T 1.1 Dextrid/N-Dril HT filtration control
X x PHPA 2 0.0 EZMudDP shale stabilization
X Blended LCM 50 0.3  Baroseal/Kwikseal lost circulation material
X Mica Flakes 45 0.0 Micatex lost circulation material
X Nut Hulls as req. 0.7  WallNut lost circulation material
X x Sodium Bromide 2 0.0 mud filtrate tracer
X x Vegetable Oil/Alcohol Blend 6 0.4 Torg-Trim Il mud lubricant
X x Bentonite Extender 1 0.0 X-Tend II/Benex viscosity enhancement
X Zinc Carbonate & Lime as need 0.0 No Sulf/Coat 45 H,S control
x Glutaraldehyde 0.2 0.2 Aldacide-G biocide
x Cellulose Fibers 12 0.5 Barofibre/Liquid Casing lost circulation material
X x  Acrylic Polymer 4 0.4  Therma-Thin mud thinner
X x  Citric Acid 3 0.1 PH-6 cement contamination treatment

MAC - Maximum Allowable Concentrations
PC(avg)- Probable Average Concentrations

Mud Type Key
A. - Generic Mud #2 Additives

B. - Table #2 Additives
C. - Additional Materials
D. - Products Included in Mud Bioassay (Baroid Report BL-0618 in Appendix VII)
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Table 9-2 Mud Plan Toxicity Estimation Program

I. Definition/Procedure

The inverse of the LC50 for each additive is added to the inverse
of the LC50 of the base mud. The inverse of the sum of the inverses
then represents the estimated LC50 of the combined mud formulation.

(1/LC50A + 1/LC50B + 1/LC50C + ... = 1/LC50TOT)

II. Toxicity Estimation

Component | |
LC50 | (1/LCc50) | System/Product Identification:
S— | _________ | ________________________________
LC50A = 245700 | 4.1E-06 | Lignosulfonate Mud (BS-0618)
LC50B = 160000 | 6.3E-06 | EZ Spot NT Spotting Fluid
l |
l |
LC50TOT = 96899 | 1.032E-05 |
III. Bioassay Details
System/Adclitive | Ligno. Mud EZ Spot-NT/Mineral 0il
Laboratory | Baroid Espey, Huston & Associates, Inc.
Project Number | BL-0618 3428
Date | Nov-93 May-83

(See biocasisays in Appendix xx for
details)
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10.0 HYDROGEN SULFIDE INFORMATION AND
PRECAUTIONARY MEASURES

30 CFR 250.203(b)(5)

Hydrogen sulfide was not encountered in the Sohio Reindeer Island well, the AMOCO
No Name Island #1 well, or Gulf Oil Cross Island #1 wells. Based on these drilling
histories PAIl intends to request that the McCovey project area be classified as a “Zone
where the presence of H2S is absent”. PAIl feels that there is no chance of encountering
H.S in the McCovey well(s) and will submit the request for classification of this area with
the Application for Permit to Drill prior to the start of operations.

A Hydrogen Sulfide (H,S) Contingency Plan for drilling and testing operations in the
McCovey area will be prepared and submitted to MMS if required based on the results of
the request for H,S classification of the project area submitted with the application for
permit to drill as required by 30 CFR 250.417(c)(2). This H,S Plan will contain the
information required by 30 CFR 250.417(f) and will be present in multiple copies on the
drilling unit and rig personnel will be trained in the physical and chemical characteristics
of the gas, safety procedures, and the use and maintenance of breathing equipment.
H.S drills will be conducted frequently. The land-based drill rig will be equipped with H,S
detectors, alarms, and personal protective equipment.
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11.0 NEW AND UNUSUAL TECHNOLOGY

30 CFR 250.203(b)(6)

PAI does not plan to use any new or unusual technology on this well. All technology to
be used on this project has been proven on past exploration wells, and/or is currently
being used successfully in other PAI North Slope drilling operations. The use of an ice
island is the continued use of a technology, which has been proven in the past. Details
on the ice island design are contained in Section 3.0.



12.0 ONSHORE OPERATIONS SUPPORT AND FACILITIES
30 CFR 250.203(b)(7)& (8)

12.1 Project Management and Administration

The Phillips McCovey No. 1 drilling operations and any subsequent related activities will
be directed from the PAI offices at 700 G Street, Anchorage, Alaska. Ice island and road
construction equipment will be mobilized using ATV/rolligon support from West or East
Dock at Prudhoe Bay. The support functions will utilize existing facilities at Deadhorse,
Alaska such at PAl's 100 % Pad, or in Prudhoe Bay. No new facilities will be
constructed.

12.2 ATV and/or Ice Road Support

A sea ice road will be constructed from existing gravel roads in Prudhoe Bay to a
support camp located on or near Reindeer Island to the McCovey ice island location.
Overland travel time from Deadhorse to the Phillips McCovey well site is expected to be
four (4) hours by ATV or an hour by ice road. ATVs are currently based in Deadhorse,
as are operators and support personnel. Potential ATV and/or ice road routes are shown
in Figure 12-1. Final route locations will be dependent on ice conditions.

Fresh water will be used to construct the final cap on the ice road. Existing permitted
lakes in the Prudhoe Bay Unit will be used for this purpose. PAI will work with BPX as
operator of the Prudhoe Bay Unit for this water use activity. All water sources will be
accessed using existing gravel roads.

12.3 Support Camp at West Dock or Reindeer Island

During construction of the ice road and ice island, a small support camp will be staged
either at West Dock or on an ice pad at the Reindeer Island location. This camp will
house 20-30 people. A larger camp (70-80 person) will be moved to the same location,
either West Dock or Reindeer Island, when drilling commences. Rig crews will be
transported to the rig camp after each shift. A small camp (10 person) for essential
personnel will be located at the McCovey location.

12.4 Use of Prudhoe Bay and Deadhorse Facilities

PAI currently operated a warehouse and office facility in Deadhorse called the 100%
Pad. This pad will be used to stage materials in support of the McCovey project. In
addition to the 100% Pad, PAI will utilize a number of existing Prudhoe Bay facilities to
support the project. While PAIl is not an operator at Prudhoe Bay, as a Unit owner, the
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facilities are available for use. Ballot and alignment agreements are in place or being
finalized, which will allow PAI to use the following Prudhoe Bay Unit facilities:

e West Dock

e Prudhoe Bay Topping Unit for Diesel

¢ Waste Disposal Facilities such as G&l and Pad 3
e Sewage Treatment Facility

e Potable Water

e Emergency Response (e.g., medical and fire)

¢ Oil Spill Response

e Housing/Billeting

12.5 Emergency Support

Necessary medical, fire, spill, and evacuation support infrastructure is located in
Prudhoe Bay, Deadhorse, and Endicott. Any medivac situations on the rig could be
made by ice road or air. PAI will employ an EMT IlIl/Environmental Technician on site
who will have Advanced Life Support capabilities. A spill van will be on location to
provide ready access to equipment in the event of a spill. In the event of a massive spill
beyond the rig crew’s capability to control, the Emergency Response Network and
Alaska Clean Seas will be activated and personnel and equipment from across the North
Slope and all Alaska can be accessed if necessary.

PAl will generate an Emergency Action Plan for responding to emergency situations
during the McCovey project.

12.6 Project Staffing

Labor requirements will vary during the Phillips McCovey No. 1 project. Estimated
project staffing for operational phases of the program are shown below:

Project Activity Estimated Number of Personnel
Ice Road/Island Construction 40-50
Rig Mobilization 65-70
Drilling 60-70
Evaluation 50-55
Testing 60-65
Demobilization 65-70
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13.0 WASTE MANAGEMENT

30 CFR 250.203(b)(9)

PAIl has developed a waste management plan for this exploratory drilling program to
ensure compliance with applicable federal, state, and local regulations. The Alaska
Waste and Reuse Guide produced by PAI and BPX (Appendix Il) will also be used as a
waste management tool for this project.

PAIl has requested and received coverage under the EPA Arctic General NPDES Permit
for Oil and Gas Exploration (No. 284200) for discharges that are authorized under that
permit. As part of this request for general NPDES coverage, PAIl will prepare a Best
Management Practices Plan that describes methods to minimize discharges to the sea
ice and any impacts related thereto, defines measures to be taken to ensure upset-free
discharge operations, and establishes specific objectives for the control of pollutants.

13.1 Estimated Waste Quantities, Composition and Disposal Methods

Based on a single well scenario and recent experience with a land based rig in the
National Petroleum Reserve-Alaska (NPR-A), Table 13-1 was developed with a list of
potential waste streams, quantities and disposal options.

13.2 Waste Disposal and Treatment Summary

Drill cuttings and drilling fluids will be discharged to the sea ice surface under the terms
of the general NPDES permit. Discharges of these materials are limited to 500 bbls per
hour by the Arctic General Permit due to water depth considerations. As a contingency
for mechanical problems, cuttings may be temporarily stored and later injected or
discharged to the sea ice. Discharge of drilling fluids will be minimized by on-site reuse
where possible. As an alternative to discharge, drilling fluids could be disposed of down
an injection annulus when this becomes available on the well. Annular pumping will be
requested in the Application for Permit to Drill in order to establish this injection annulus.
Produced reservoir fluids will be transported to a North Slope production facility for
recycling or reinjected downhole. Gas will be flared in accordance with the air permit.
Used oil will be recycled back to Prudhoe Bay or other North Slope production facilities
at the end of the project for recycling. No hazardous wastes are expected to be
generated as a result of this project. However, if any hazardous wastes are generated,
they would be temporarily stored in Satellite Accumulation Areas (SAAs), then
transported off-site for disposal in an approved facility.

Sewage from the camp on West Dock or Reindeer Island will be transported to on-shore
treatment facilities at either Prudhoe Bay, Deadhorse or Kuparuk. Kitchen trash, and
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non-metallic trash from the rig quarters will be hauled to the North Slope Borough waste
disposal facility.

All waste generated during the McCovey project will be segregated according to
management strategy (e.g., disposal, recycle, or reuse). Minimal food waste will be
generated out the at McCovey ice island location since the camp will be staged at either
West Dock or Reindeer Island. This will be keep the waste from attracting polar bears
to the operation.
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14.0 ENVIRONMENTAL REPORT

30 CFR 250.203(b)(10) through (17)

The environmental report for the Phillips McCovey No. 1 project is included herewith as
Appendix Il to this Plan of Operations.
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15.0 CERTIFICATION OF COASTAL ZONE CONSISTENCY

30 CFR 250.203(b)(18)

PAIl has submitted the following Coastal Project Questionnaire (CPQ) and Certification
Statement to the office of the Governor, Division of Governmental Coordination.
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Coastal Project Questionnaire and Certification Statement

Please answer all questions. To avoid a delay in processing, please call the department if you answer "yes' to any of
the questions related to that department. Maps and plan drawings must be included with your packet.

An incomplete packet will be returned.

B APPLICANT INFORMATION

1._Phillips Alaska, Inc. ' Z

Name of Applicant Agent (or responsible party if other than applicant)

P.O. Box 100360

Address Address

Anchorage, AK 99510

City/State Zip Code City/State  State Zip Code Zip Code

(907)265-1173

Daytime Phone Daytime Phone

(907)265-6216

Fax Number E-mail Address Fax Number E-mail Address

® PROJECT INFORMATION Yes No
1. This activity is a: (X] new project [ modification or addition to an existing project
If a modification, do you currently have any State, federal or local approvals
TR AT RIE BOUVIINT ... icsononseranisssapsensmsaesasensansssesensmensasnassrsihsboRsToeos A HHASH SORRA 4 HBRRARRRI S BERRSURS ARV ARS O O
Note: Approval means any form of authorization. If "yes," please list below:
Approval Type Approval # Issuance Date Expiration Date
2. If a modification, has this project ever been reviewed by the State of Alaska under the ACMP?........... O
Previous State I.D. Number: AK Previous Project Name:
B PROJECT DESCRIPTION
1. Provide a brief description of your entire project and ALL associated facilities and land use conversions. Attach

additional sheet(s) as needed.
Complete one or more exploratory wells at the McCovey Prospect in the Beaufort Sea. An ice island will be

constructed and a land based drilling rig will be used to drill from a top-hole location in the federal Outer
Continential Shelf (OCS) waters to a bottom-hole location in another OCS tract. The drill site is located about 60

miles northeast of Nuigsut, AK and 7 miles northwest of Cross Island, AK. Drilling will be conducted from freeze-

up until such time the target formation is reached and evaluated. Operations will be supported by ice road from

either West Dock or East Dock. Depending on results, well testing may be conducted. Operations will be

completed or shut down before mid-May 2001.
Proposed starting date for project: December 1, 2000  Proposed ending date for project: May 31, 2001
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2. Attach the following: e a detailed description of the project, all associated facilities, and land use conversions, etc.
(Be specific, including access roads, caretaker facilities, waste disposal sites, etc.); ® a project timeline for
completion of all major activities in the proposal; ® a site plan depicting property boundary with all proposed

actions; ® other supporting documentation that would facilitate review of the project. Note: If the project is a
modification, identify existing facilities as well as proposed changes on the site plan.
B PROJECT LOCATION

1. Attach a copy of the topographical and vicinity map clearly indicating the location of the project. Please include a
map title and scale.

2. The project is located in which region (see attached map): X] Northern [ Southcentral [ Southeast
O within or associated with the Trans-Alaska Pipeline corridor

3. Location of project (Include the name of the nearest land feature or body of water.)North Slope
Township _14N Range __1S5E  Section _35 Meridian UM___ Latitude/Longitude _70° 31° 44 N/148° 10" 41"W USGS Quad Map___

4. TIs the project located in a coastal district?  Yes [X] No O If yes, identify: North Slope Borough

(Coastal districts are a municipality or borough, home rule or first class city, second class with planning, or coastal resource service area.) Note: A
coastal district is a participant in the State’s consistency review process. It is possible for the State review to be adjusted to accommodate a local
permitting public hearing. Early interaction with the district is important; please contact the district representative listed on the attached contact
list.

5. Identify the communities closest to your project location: Deadhorse, Nuigsut

6. The project is on: [J State land or water*  [X] Federal {and-water-[J Private land
O Municipal land [0 Mental Health Trust land
*State land can be uplands, tidelands, or submerged lands to 3 miles offshore. See Question #1 in DNR section.
Contact the applicable landowner(s) to obtain necessary authorizations.

B DEPARTMENT OF ENVIRONMENTAL CONSERVATION (DEC) APPROVALS

Yes No
1. Will a discharge of wastewater from industrial or commercial operations 0ccur? ..........cvesviessssseserenens O X
Will the discharge be connected to an already approved sewer SyStem?......c..ccoeevereriseserncsisssisnssennens O X
Will the project include a stormwater collection/discharge SyStem? ..........ovveersnserssnssssesssessensssesaensens O 3]
2. Do you intend to construct, install, modify, or use any part of a wastewater (sewage

OF DIENURR R RVBERTINT .. .ovvucsvnissimmmvovesiouysnmmnavonyenisernivesirsmiisesssisivenssvesssassssesssimmarsssvor s ikogs O
a) If so, will the discharge be 500 gallons per day Or BIEAtEI?.........coevreruinssirussismsnssnsnerassssssssnssesassnns O x

b) If constructing a domestic wastewater treatment or disposal system, will the

system be located within fill material requiring a COE permit? .........cccovvniinininiiniinnininincsiesniinen, O

If you answered yes to a) or b), answer the following:

1) What is the distance from the bottom of the system to the top of the subsurface water
table?

2) How far is any part of the wastewater disposal system from the nearest surface water? The approved marine
sanitation device is located above the surface of the sea level.

3) Is the surrounding area inundated with water at any time of the year? ..........cccovevnereniivcninisnessennes O (B

4) How big is the fill area to be used for the absorption system? NA
(Questions 1 & 2 will be used by DEC to determine whether separation distances are being mel;
Questions 3 & 4 relate to the required size of the fill if wetlands are involved.)
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3. Do you expect to request a mixing zone for your proposed Project? ........ouevmiisrinisismisississsessaraens O
(If your wastewater discharge will exceed Alaska water quality standards, you may apply for a mixing zone.
If so, please contact DEC to discuss information required under 18 AAC 70.032.)

Yes
4. a) Will your project result in the construction, operation, or closure of a facility for the
disposal O SOLA WASIE?.......cuerrrrrsurussinsrssensssssstst et sss st bbbt O
(Note: Solid waste means drilling wastes, household garbage, refuse, sludge, construction or demolition wastes,
industrial solid waste, asbestos, and other discarded, abandoned, or unwanted solid or semi-solid material, whether
or not subject to decomposition, originating from any source. Disposal means placement of solid waste on land.)
b) Will your project result in the treatment of solid waste at the Site?...........cocourmnieiieniininiennnn. O
(Examples of treatment methods include, but are not limited to: incineration, open burning, baling, and composting.)
c) Will your project result in the storage or transfer of solid waste at the Site? .........ccveuveirnriceinnenna. X
d) Wil the project result in the storage of more than 50 tons of materials for reuse, recycling,
OF TESOUICE TECOVETY? cevvuvecmresrsssisisssssssnssarsssssssssisnssssssssssssssssssssstsssssststsssessistsssssssssssssssssssssssissssssases O
e) Will any sewage solids or biosolids be disposed of or land-applied to the Site? ......ccoeovvuirernunns O
(Sewage solids include wastes that have been removed from a wastewater treatment plant system, such as a
septic tank, lagoon dredge, or wastewater treatment sludge that contain no free liquids. Biosolids are the solid,
semi-solid, or liquid residues produced during the treatment of domestic septage in a trearment works which are
land applied for beneficial use.)
5. 'Will your project require the application of oil, pesticides, and/or any other broadcast
IR Y s s S R S S Y o B e oS SRS O
6. a) Will you have a facility with industrial processes that are designed to process no less
than five tons per hour and needs air pollution controls to comply with State
U U OO T ———. a
b) Will you have stationary or transportable fuel burning equipment, including flares,
with a total fuel consumption capacity no less than 50 million Btu/hour?........ccovevvisniinisnnnnnne E4)
c) Will you have a facility with incinerators having a total charging capacity of no less
than 1,000 pounds PEr HOUT?.........ccousmsnssasmsssmmsssssssssasasssssssessssssssssessssssssssisssssssssassssssssssansassssssass O
d) Will you have a facility with equipment or processes that are subject to Federal New
Source Performance Standards or National Emission Standards for hazardous air pollutants? ...... (]
i) Will you propose exhaust stack injection? .........ecoceureeeemrireneensisinsnsnsisnsisisssssssssmsnssase: O
e) Will you have a facility with the potential to emit no less than 100 tons per year of any
regulated air CONLAMINANET ...........cvireerirersssesesssssesesesss ettt s b s s s bbb bR O
f)  Will you have a facility with the potential to emit no less than 10 tons per year of any
hazardous air contaminant or 25 tons per year of all hazardous air contaminants?...........c.ccoeeveenes O
g) Will you construct or add stationary or transportable fuel burning equipment of no less
than 10 million Btu/hour in the City of Unalaska or the City of St. Paul?........cccoinennnvnnnnne. O
h) Will you construct or modify in the Port of Anchorage a volatile liquid storage tank with
a volume no less than 9,000 barrels, or a volatile liquid loading rack with a design
throughput no less than 15 million gallons?.......c.cccvnieriiiniiniiniii O
i)  Will you be requesting operational or physical limits designed to reduce emissions from
an existing facility in an air quality nonattainment area to offset an emission increase
from another new OF 0dIed TACTILY T, s ississsmasnssnnsmmsvsssivvsissossrmesiososysssrsorsms O
7. Will you be developing, constructing, installing, or altering a poblic water sYBEm Y. .. cussssssisssisisess a
8. a) Will your project involve the operation of waterborne tank vessels or oil barges
that carry crude or non-crude oil as bulk cargo, or the transfer of oil or other
petroleum products to or from such a vessel or a pipeline system?........cccovvvimcniinisiensinnscssisenin X
b) Will your project require or include onshore or offshore oil facilities with an
Revised 1/99 Page 3
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effective aggregate storage capacity of greater than 5,000 barrels of crude oil

o ST Hetn 1) 000 barrels of nonserade ail? ..o O
Yes No

c) Will you be operating facilities on the land or water for the exploration or production
Of RYATOCATDONSY.....cviierirriret it s s s s eb e s sa st saeenes X O

If you answered ""NO" to ALL questions in this section, continue to next section.

If you answered ""YES" to ANY of these questions, contact the DEC office nearest you for information and
application forms. Please be advised that all new DEC permits and approvals require a 30-day public
notice period. DEC Pesticide permits take effect no sooner than 40 days after the permit is issued.

Based on your discussion with DEC, please complete the following:

Types of project approvals or permits needed Date application submitted
Oil Discharge Prevention and Contingency Plan (MMS approval/ADEC review) 8/28/00
EPA OCS Air Permit 8/28/00
9. Does your project qualify for a general permit for wastewater or solid waste?(General NPDES ) ......... X O

Note: A general permit is an approval issued by DEC for certain types of routine activities.

If you answered "YES" to any questions in this section and are not applying for DEC permits, indicate reason:

O

on this project because

(DEC contact) told me on

that no DEC approvals are required

O Other:

% DEPARTMENT OF FISH & GAME (DFG) APPROVALS

1. 'Will you be working in, removing water or material from, or placing anything in, a stream, river
or lake? (This includes work or activities below the ordinary high water mark or on ice, in the active flood plain, on islands,
in or on the face of the banks, or, for streams entering or flowing through tidelands, above the level of mean lower low tide.)
Note: If the proposed project is located within a special flood hazard area, a floodplain development permit may be required.

Contact the affected city or borough planning department for additional information and a floodplain determination.)..........ceevees O
Name of waterbody:
2. Will you do any of the folloOWINE: ....oossssmemssivemssssssssssssssssrrsmssssssssisessimmssssiiasmsssssssisrasssssssissisesssss O

Please indicate below:

O Build a dam, river training structure, other
instream impoundment, or weir

O Use the water

O Pump water into or out of stream or lake
(including dry channels)

[ Divert or alter the natural stream channel

O Change the water flow or the stream channel

O Introduce silt, gravel, rock, petroleum
products, debris, brush, trees, chemicals, or
other organic/inorganic material, including
waste of any type, into the water

O Alter, stabilize or restore the banks of a river,
stream or lake (provide number of linear feet
affected along the bank(s)

O Mine, dig in, or remove material, including
woody debris, from the beds or banks of a
waterbody

Revised 1/99
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O Use explosives in or near a waterbody

O Build a bridge (including an ice bridge)

O Use the stream, lake or waterbody as a road
(even when frozen), or cross the stream with
tracked or wheeled vehicles, log-dragging or
excavation equipment (backhoes, bulldozers,
etc.)

[ Install a culvert or other drainage structure

O Construct, place, excavate, dispose or remove
any material below the ordinary high water of a
waterbody

O Construct a storm water discharge or drain into
the waterbody

O Place pilings or anchors

O Construct a dock

O Construct a utility line crossing

O Maintain or repair an existing structure



] Use an instream in-water structure not mentioned here

3. Is your project located in a designated State Game Refuge, Critical Habitat Area or o o

State GAME SANCHIATY? ....eeueueueueeeersecsrsissssassssasssssasassessssass s s e bbb a s h st s bR s RS a st O X

4. Does your project include the construction/operation of a salmon hatchery?.......cveueireeinnncscnisinnnes O =
5. Does your project affect, or is it related to, a previously permitted salmon [0 T O X
6. Does your project include the construction of an aquatic farm?..........ccoeeiiinin a X

If you answered '"No'' to ALL questions in this section, continue to next section.
If you answered "Yes" to ANY questions under 1-3, contact the Regional or Area DFG Habitat and
Restoration
Division Office for information and application forms.
If you answered "'Yes" to ANY questions under 4-6, contact the DFG Commercial Fisheries Division
headquarters for information and application forms.

Based on your discussion with DFG, please complete the following:
Types of project approvals or permits needed Date application submitted

If you answered "YES" to any questions in this section and are not applying for DFG permits, indicate reason:
O (DFG contact) told me on that no DFG approvals are required

on this project because
0O Other:

B DEPARTMENT OF NATURAL RESOURCES (DNR) APPROVALS

1. Is the proposed project on State-owned land or water or will you need to cross State-owned land

for access? ("Access” includes temporary access for construction purposes. Note: In addition to State-owned uplands,
the State owns almost all land below the ordinary high water line of navigable streams, rivers and lakes, and below the
mean high tide line seaward for thre€ MIlEs.) «...eeeeereeeerssssssiisiiiiniianitee s X

a) Is this project for a cOmMMETrcial ACHVILY? ......covurerurrrsrenissseisisemseisiss st X

oo

2. Is the project on Alaska Mental Health Trust land (AMHT) or will you need to cross AMHT land?
Note: Alaska Mental Health Trust land is not considered State land for the purpose of ACMP reviews. ........ovuessnesssnnnsssnssssaees O Xl

3. Do you plan to dredge or otherwise excavate/remove materials on State-owned land? .........ccoeceeuncne. O (B4

Location of dredging site if different than the project site:
Township Range Section Meridian USGS Quad Map

4. Do you plan to place fill or dredged material on State-owned 1and?.........cocveviiiiiiiiinnsisinsinns O E3]

Location of fill disposal site if other than the project site:
Township Range Section Meridian USGS Quad Map
Source is on: [J State Land [ Federal Land [ Private Land  [J Municipal Land

5. Do you plan to use any of the following State-OWNed TESOUICES: ......ovuruemiriiiimiireismisnsssssssisssssnsssnsnass O
O Timber: Will you be harvesting timber? Amount:

Which material? Amount:
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10.

11,

12.

13.

14.

Location of source: [J Project site [ Other, describe:

Township Range Section Meridian USGS Quad Map
Yes

Are you planning to divert, impound, withdraw, or use any fresh water, except from an existing
public water system or roof rain catchment system (regardless of land ownership)?.......cccocoevieininicnns O
Amount (maximum daily, not average, in gallons per day):
Source: Intended Use:
If yes, will your project affect the availability of water to anyone holding water rights to that water?.... [
Will you be building or altering a dam (regardless of land ownership)?.......c..ovvvciiiiiiinnninnninniens O
Do you plan to drill a geothermal well (regardless of land ownership)? ..., O
At any one site (regardless of land ownership), do you plan to do any of the following?............cc.cccee.. O

O Mine five or more acres over a year’s time

O Mine 50,000 cubic yards or more of materials (rock, sand or gravel, soil, peat, overburden, etc.)
over a year’s time

O Have a cumulative unreclaimed mined area of five or more acres

If yes to any of the above, contact DNR about a reclamation plan.

If you plan to mine less than the acreage/amount stated above and have a cumulative unreclaimed

Will you be exploring for or extracting coal?..........coeverrrerinesssnsininnesisnsisessstssssssssssestsssssssmsssssssssssssssens O

a) Will you be exploring for or producing oil and BAS? .....cseesiussssusnsessssssnsissssnsassnsnsssassassssssssssasissssrases B3|
b) Will you be conducting surface use activities on an oil and gas lease or within an oil and gas unit?[X]

Will you be investigating, removing, or impacting historical or archaeological or paleontological
resources (anything over 50 years old) on State-owned 1and?...........cocooiiiiiiniie, O

Is the proposed project located within a known geophysical hazard area?...........ccoocieiinininniincnicns O
Note: 6 AAC 80.900(9) defines geophysical hazard areas as “those areas which present a threat to life or property from

geophysical or geological hazards, including flooding, tsunami run-up, storm surge run-up, landslides, snowslides, faults,

ice hazards, erosion, and littoral beach process.” "known geophysical hazard area” means any area identified in a report or

map published by a federal, state, or local agency, or by a geological or engineering consulting firm, or generally known by

local knowledge, as having known or potential hazards from geologic, seismic, or hydrologic processes.

Is the proposed project located in a unit of the Alaska State Park System? ..o O

If you answered ""No'' to ALL questions in this section, continue to Federal Approvals section.
If you answered "Yes' to ANY questions in this section, contact DNR for information.

Based on your discussion with DNR, please complete the following:

Types of project approvals or permits needed Date application submitted
Exploration Plan of Operations Approval Pending

B

=

B K

o0 E K

B

&

If you answered "YES" to any questions in this section and are not applying for DNR permits, indicate reason:

O

on this project because

(DNR contact) told me on that no DNR approvals are required

X1 Other: Surface location and bottom hole are on federal leases.
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4 FEDERAL APPROVALS

Yes

U.S. Army Corps of Engineers (COE)

1.

Will you be dredging or placing structures or fills in any of the following:
tidal (ocean) waters? streams? lakes? Wetlands™*?...........ccociiiiiesissisnnsisnssensnsasasasasassesssssnsssssnisssssssssasisins X
If yes, have you applied for 8 COE PErmt?........cceeruerureuniessesnnennnscssssssnnssossssssnssssssssissssssssssasssass X

Date of submittal: Pending
(Note: Your application for this activity to the COE also serves as application for DEC Water Quality Certification.)

*If you are not certain whether your proposed project is in a wetlands (wetlands include muskegs), contact the COE,
Regulatory Branch at (907) 753-2720 for a wetlands determination (outside the Anchorage area call toll free 1-800-478-2712).

Bureau of Land Management (BLM)

2.

Is the proposed project located on BLM land, or will you need to cross BLM land for access?............. O
If yes, have you applied for a BLM permit Or approval? ..., O
Date of submittal:

U.S. Coast Guard (USCG)

9.

a) Will you be constructing a bridge or causeway over tidal (ocean) waters, or navigable rivers,
DRI BRI T - i o i s NSRS A NS S SNSRI AV ahp e ek SR O
b) Does your project involve building an access to an island?..........cceceeviniiiniininninniiine, a
c) Will you be siting, constructing, or operating a deepwater POTt?.......cccuevcusimnicmmenimiminessnssssisennns O
If yes, have you applied for a USCG Permit?........ccovurceunemmrecmsisssssninsasisisisssssisssssssssassnss O
Date of submittal:

U.S. Environmental Protection Agency (EPA)

4.

a) Will the proposed project have a discharge to any Waters?..........cocoervenimsisisnisnnnies X

b) Will you be disposing of sewage sludge (contact EPA at 206-553-1941)7 .....cccccoviniiinininnnninnnnns O
If you answered yes to a) or b), have you applied for an EPA National Pollution Discharge
Elimination System (NPDES) PEIMULY......cccoumsisisismisissssssssnsssinsssmsssosssasnsnsasssssassasussnsassssassnsses X

Date of submittal: April 17, 2000 (permit received May 1, 2000).

(Note: For information regarding the need for an NPDES permit, contact EPA at (800) 424-4372.)

c) Will construction of your project expose 5 or more acres of s0il? (This applies 1o the 1otal amount of
land disturbed, even if disturbance is distributed over more than one season, and also applies to areas that are part of

a larger common plan of development or SAlE.) .....cicesiiiiiinnisisiiiintiniiiintrsess s s s O
d) Is your project an industrial facility which will have stormwater discharge which is directly
related to manufacturing, processing, or raw materials storage areas at an industrial plant?............ O
If you answered yes to c) or d), your project may require an NPDES Stormwater permit.
Contact EPA at 206-553-8399.

Federal Aviation Administration (FAA)

5

a) Is your project located within five miles of any public airport?..........ccoeiiiniiiiiniiniisiae. O
b) Will you have a waste discharge that is likely to decay within 5,000 feet of any public airport?..... O
If yes, please contact the Airports Division of the FAA at (907) 271-5444.

Federal Energy Regulatory Commission (FERC)

6.

a) Does the project include any of the following:

1) anon-federal hydroelectric project on any navigable body of Water..........cccovuniiniiecnicnnnnnns O
2) alocation on federal land (including transmission HNES) .....cccceoveuemrrisisienicieininisssinsiesnnen. O
3) utilization of surplus water from any federal government dam ..........cccoeeeviineninnnnnccncnennenen. O
b) Does the project include construction and operation, or abandonment of natural gas pipeline
facilities under sections (b) and (c) of the Federal Power Act (FPA)? .....coovvriiiniiivininninnnnninnnen O

Revised 1/99 Page 7
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Yes No
c) Does the project include construction for physical interconnection of electric transmission

facilities under section 202 (b) of the FPA? cicuuisnuminniisiaiimmisassiimiismsisisiissiimssism O x]
If you answered yes to any questions under number 6, have you applied for a permit from
L e e —— O X
Date of submittal:

(Note: For information, contact FERC, Office of Hydropower Licensing (202) 219-2668; Office of Pipeline
Regulation (202) 208-0700; Office of Electric Power Regulation (202) 208-1200.)

U.S. Forest Service (USFS)
7. a) Does the proposed project involve construction on USFS land?.........cccocevvnvnninicnnnninsnsninninnenss () X
b) Does the proposed project involve the crossing of USFS land with a water line?...........cccccvuvnnnnee. O X
If the answer to either question is yes, have you applied for a USFS permit or approval?......... O O
Date of submittal:
8. Have you applied for any other federal permits or authorizations? ...........cceeeeerueierusiruscssssscsssnsssissesesenns O X
AGENCY APPROVAL TYPE DATE SUBMITTED
U.S. Environmental Protection Agency  Air Quality (Part 55) 8/28/00
U.S. Minerals Management Service Exploration Plan 8/28/00
U.S. Minerals Management Service 0il Spill Contingency Plan 8/28/00
U.S. Minerals Management Service Geological & Geophysical Pending
U.S. Minerals Management Service Permit to Drill Pending
U. S. Fish & Wildlife Polar Bear Incid. ‘“Take” Pending
U.S. National Marine Fisheries Service ~ Marine Mammal Incid. “Take” 8/1/00

““Please be advised that the CPQ identifies permits subject to a consistency review. You may need additional permits
from other agencies or the affected city and/or borough government to proceed with your activity.

Revised 1/99 Page 8



Certification Statement

The information contained herein is true and complete to the best of my knowledge. I certify that the proposed
activity complies with, and will be conducted in a manner consistent with, the Alaska Coastal Management

Program.
Wﬁ/{-x oo 5 / I8 / ©O
ture df Applicant or Agent Date

Note: Federal agencies conducting an activity that will affect the coastal zone are required to submit a federal
consistency determination, per 15 CFR 930, Subpart C, rather than this certification statement.
DGC has developed a guide to assist federal agencies with this requirement. Contact DGC to obtain a copy.

This certification statement will not be complete until all required State and federal authorization requests have
been submitted to the appropriate agencies.

B To complete your packet, please attach your State permit applications and copies of your federal permit
applications to this questionnaire.
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16.0 EPA PART 55 AIR PERMIT

30 CFR 250.203(b)(19)

On August 15, 2000 PAI submitted a “Notice of Intent to Operate an Outer Continental
Shelf Source for Qil Exploration Drilling, Beaufort Sea, Alaska”, to the U.S.
Environmental Protection Agency (EPA). This notice advised the EPA that PAI intends
to submit an application for a Part 55 OCS permit for the Beaufort Sea for the McCovey
activity. The Notice of Intent is consistent with an agreement reached with the EPA on
April 13, 2000 at a meeting in Seattle, Washington, concerning the approach toward
permitting the emissions from McCovey Project drilling operations. The formal
application, including emission inventories and modeling data was submitted to the EPA
on August 28, 2000 and is included in Appendix VI.

In addition, emissions associated with the equipment to construct the ice road and ice
island is listed in Table 16.1.

Table 16-1. Construction Equipment for McCovey Project Emission Summary

Facility Estimated Emission (tons)
NO, co PM voC SO,
Ice Island 88.7 24.8 5.1 4.36 7.2
Support Camp 21.2 6.2 1.6 1.87 1.6
West Dock Ice Road 15.9 6.2 1.3 1.55 1.4
Total 125.9 371 8.1 7.8 10.2

This summary is based on the emissions inventory listed in Table 16-2. Estimates are

based primarily on AP-42 emission factors.
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Table 16-2. Construction Equipment for McCovey Project Inventory

MCCOVEY ICE ISLAND
(4) 800 hp diesel spray pumps
) 500 hp diesel spray pump
) 280 hp diesel RD-85 CATCO units
) 225 KW generators
2) 40 KW warm up shacks
5) diesel pickups
) 10KW light plants
) 125 hp diesel LATV drill units
) Incinolet electric toilet
) 185 hp diesel 14G Blade
) 235 hp diesel 966 loader
) 370 hp diesel 966 Snowblower
)

(1
(4
(2
(
(5
(
(
(
(
E
(2) 170 hp D-6 dozers

4
2
1
1
2
1
2

SUPPORT CAMP
(2) 225 KW generators
(1) 110 KW generator
(2) Diesel pickups
(2) 10 KW light plants
(3) Incinolets electric toilets
(1) 235 hp diesel 966 loader
(1) 280 hp diesel RD-85 CATCO unit

ICE ROAD
(7) 125 hp diesel LATV drill units
(3) diesel pickups
(4) 10KW light plants
(1) 185 hp diesel 14G Blade
(2) 235 hp diesel 966 loader
(1) 370 hp diesel 966 Snowblower
(1) 170 hp D-6 dozers
(4) PEAK 225 BBL Water trucks
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17.0 PAl CONTACT NUMBERS

30 CFR 250.203(b)(20)

As required in 30 CFR 150.203(b)(20), the following PAI contact numbers are provided
for use by the MMS:

Environmental Permitting Questions
Lisa L. Pekich

Senior Environmental Coordinator
(907)265-1173

(907)265-6216 (fax)

Drilling Operations Questions
Paul Mazzolini

Exploration Drilling Team Leader
(907)263-4603
(fax)265-6224
(cell)244-5685

17-1
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MANAGEMENT APPROVAL AND
MANPOWER AUTHORIZATION

dIL DISCHARGE PREVENTION AND CONTINGENCY PLAN
McCOVEY EXPLORATION WELL
NORTH SLOPE, ALASKA

This Oil Discharge Prevention and Contingency Plan has been prepared for exploration activities
in the McCovey Exploration Area conducted by Phillips Alaska, inc.

This plan is approved for implementation as herein described. Manpower, equipment, and
materials will be provided as required in accordance with this plan.

L F T /257 54

Mike Richter Date
Exploration Vice President
Phillips Alaska, Inc.
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