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In accordance with Rules I and 8 of Storage Injection Order (SIO) 4.000. the Alaska Oil and Gas
Conservation Commission (AOGCC or Commission) hereby grants Chevron North America
Exploration and Production (Chevron)'s request for approval to commence storage injection illlo
the Sterling 45-0 sand of the Prelly Creek Gas Storage Facility (PCGSF). Gas storage and
retrieval lIsing the Sterling 45-0 sand l11ust be reauthorized all a yearly basis. ulltil the
Commission directs otherwise. Likewise. Chevron shall not commingle gas storage-retrieval
operations in the Sterling 45-0 sand with the Beluga 51-5 sand until the Commission is satislied
that cOlllmingling willnol promote wastc.

With an effective date of September 12,2005, SIO 4 authorized Chevron to inject gas into Prclly
Creek Unit (PCU) Well 4 for storage during pcriods of exccss gas supply and to produce gas
during periods of increased demand. Initial gas storage injection was restricted to the Beluga
Formation 51-5 sand. Rule I of SIO 4 includes thc provision for expanding, with Commission
approval. storage injection into the Sterling Formation 45-0 sand after complcting one ycar of
storage injection and retrieval operations in PCU 4. To date, Chevron has successfully completcd
2 gas injcction-rctrieval cycles in PCU 4.

Infonmuioll provided with the application for administrative approval. including gas material
balance calculations and accompanying graphical analysis of the reservoir1s performance indicate
storage-retrieval operations are being conducted in a manner that assures the confinement of
injected gas. f\'1echanical integrity and confinement have been demonstrated throughout the
storage injection-retrieval operation. A passing mechanical integrity test of the tubing-casing
annulus in PCU 4 was witnessed by a Commission Inspector on 'larch 29. 2008. Monthly
reports of wellhead pressnres provided by Chevron as rcquired by Rule 4 or SIO 4 show no
anomalous conditions that would indicnte the loss of well mechanicnl integrity. Reservoir
performancc data reported by Chevron indicate gas is conlined to the injection intcrval.

Chevron indicates that the Beluga 51-5 sand is rapidly appronching its individual storage
capacity. Allowing gas injection into the Sterling 45-0 sand would significantly increase the
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overall storage cClpacity for the PCGSF Clnd will further enhance gas availClbilitv during peak
demnnd periods.

Findings in SIO 4 raise concerns abollt loss of injected gns due to watcr encroachment in the
Sterling 45-0 sand should storage injection be allowed. The COlllmission believes operating the
Sterling and BelugCl sands independently for at least the first year's storage injection-retrieval
cycle is n prudent nction tlwt allows Chevron to test the nbility or the Sterling 45-0 sand to
operate effectively and efficiently. Anllual renlilhorizaliolls of the storage injection into the
Sterling 45-0 sand will also provide the COlllmission the oversight to assure there is 110 gas waste
clue to the potential problems associated with gas storage ill water-saturated sand. The
Commission notes thm I'CU 4 is completed with sepnrnte sliding sleeves across the Sterling 45-0
snnd nnd Beluga 51-5 snnd to allow for the independent operation or the two sands.

In correspondence dated August 1,2008 Chevron clarified tlwtthe Sterling 45-0 nnd Beluga 51-5
sands would likely be isolated for the first nnd possibly second storage injection-retrieval cycles.
Future commingling or the snnds would be an option. The Commission believes the Sterling 45
o and Beluga 51-5 sands should be opernted independently for at least the first nnd second
injection-retrievnl cycles, nllowing the performance or the Sterling 45-0 sand to be assessed.

PleClse note tllClt this C1pprovClI establishes CI new storage injection pool nCIIlled
Sterling Gas Storage.

DONE at Anchornge, Alaska and dated August 21, 08.
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I\S provided in AS 31.05.080(a). wilhin 20 days aner wriuen 110liee orlhe elHry of this order or decision. or such furlher time as Ihl' COllllllission
grants tor good cause showil. a person am'cted by it llIay file with Ihe COl11mission an npplicnlion lor rcconsidnaliol1 of Ihl' m,ltter lklcrmlned
by il. Ifille notice wns mailed. Ihellthe period oftillle shall be 2J days. An :lpplieationlor reconsideration mllsl set out the respect in which Ihe
order or dl'cisiol1 is believed to be erroneous.

The COlllmission shall gralll or refuse the npplicmion for reeonsider:nion in whole or in pan wilhin 10 days :11kr it is fikd. Failure 10 :Iet 011 il
wilhin 10-dllYS is :l denial of reconsideration. If Ihe COlllmission dellies reconsideration, upon denial. this mder or (lccisioll ami the <lenial 1\1'

recollsidermion :HI: FI.\'AL :lIld may be appe:lled 10 superior 'OUlt. The appeal i\IUST he Iikd wilhin jj days alier the dale 011 which Ihe
COllllllission mails. OH. 30 days if Ihe C0111mission otherwisl' <lislriblltes. the mdn or decision denying recollsider:nion. llNU:SS Illl' denial is
by illactioll. ill which ,asc thc appc"l ,\1 liST be Iikd withill-iO days alier Ihe date on \\hich Ihc applicatioll for rl:l:ollsideratioll was filed.

If Ihe Commission granls all applicalion lor rcconsideration. this order or decision dOl'S not become final. Ralher. till.: order or <lccision on
reconsideration will be Ihc FINAL order or dl'cision Oflhl' COlllmission. and illlWy bc apPl'a1ed to superior courl. That apllI.:al i\1l1ST be likd
wilhin 33 days alier Ihe d<ltc on which Ihe Commission mails. on 30 days if Ihe COllll11issioll otherwise dislribull'S. the ordl'r or dl'elsiol1 on
reconsideration. f\S provided in AS J I.05.0S0(b). "[qhe (llH:stions reviewed on apJlcal ilre limited to the qlleslions ]HeSel1ll'd to lhl' COlllmisslon
by Ihe application for reconsidermion:'

In com pUling a period of time above. the dale of Ihe c\'cnl or dcfault ancr which Ihl' (lesigllatl'd period Iwgins to run is 1I0t included in Ihl' Jleriod:
Ihe last dny Oflhl' pl'riod is included. unless it f:llls on a weekend or stale holiday. ill which 1:\'l'11I111l' period runs ulilil 5:00 lUll. 011 the Ill'XI da~

Ihal docs IlOt thll on a weekend or stale holiday.


