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I H  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - S E C O U D  S E S SI OH

A  B I L L

F o r  a n  A c t  e n t i t le d:  “A n  A c t  r e l a t i n g  to r o y a l t y  o i l  c o n t r a c t s  a n d  a p p r o v­

ing the s a l e  o f  P r u d h o e  B a y  r o y a l t y  o i l  b y  the S t a t e

o f  A l a s k a  t o  the T e s o r o  A l a s k a  P e t r o l e u m  C o m p an y*  a n d  
' * 

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a c e /’

BE IT E H A G T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

*  S e c t i o n  1. T h e  “A g r e e m e n t  f o r  the S a l e  a n d  P u r c h a s e  o f  R o y a l t y  O i l  

b e t w e e n  t he S t a t e  o f  A l a s k a  a n d  T e s o r o  A l a s k a  P e t r o l e u m  Company,'* d a t e d  

D e c e m b e r  9, 1933, for the s a l e  of P r u d h o e  B a y  r o y a l t y  oil, i» h e r e b y  a p p r o v­

e d  a n d  ra ti f i e d .

* Sec. 2. A S  3 8 . 0 5 . 1 3 3  i3 a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

( £ )  T h e  c o m m i s s i o n e r  m a y  n o t  e n t e r  into a c o n tr a ct  f o r  the sale 

o f  r o y a l t y  o i l  u n l e s s  the c o n t r a c t  p r o v i d e s  that a n y  m a t e r i a l  a m e n d­

m e n t  to the c o n t r a c t  th a t a p p r e c i a b l y  r e d u c e s  the c o n s i d e r a t i o n  r e c e i v­

ed b y  t he s t a t e  r e q u i r e s  p r i o r  a p p r o v a l  o f  the legislature.

* Sec. 3. T h i s  A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.- 

10.070(c).

- 1- G S U B  6 0 8 (Fin)
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L ETTER OF INTENT 

F OR
COMMITTEE SUBSTITUTE FOR HOUSE BILL 608 (FINANCE)

It is the intent of the legislature that the "Agreement for the Sale 

and Purchase of Royalty Oil between the State of Alaska and Tesoro 

Alaska Petroleum Company", dated December 9, 1983, for the sale of 

Prudhoe Bay royalty oil, is approved only w i t h  thy understanding 

that the attached amendment to the agreement relating to the 

relationship between Tesoro Alaska Petroleum Company and Charter Oil 

Company has been signed by Commissioner Wunnicke and the Tesoro 

Alaska Petroleum Company Attorney-in-Fact and is n o w  incorporated 

into the agreement.

Al Adams, Chairman 

House Finance Committee



A m e n d m e n t  to the A g r e e m e n t  for the Sale and Pu r ch a s e  of R o y a l t y  
Oil b e t w e e n  the State of A l a s k a  and T e s o r o  A l a s k a  P e t r o l e u m  
C o m p a n y  (for the sale of P r u d h o e  Bay R o y a l t y  Oil), dated 
D e c e m b e r  9, 1983:

(a) In o rder to induce S e l l e r  to e nt er  into this 
A g r e e m e n t  and to p e r f o r m  its r e s p e c t i v e  o bl i ga t i o n s  f r o m  time to 
t im e hereunder, P u r c h a s e r  r ep r e s e n t s  and w a r r a n t s  to S e ll er  that, 
as of the e x p e c t e d  dates of d e l i v e r y  of r o y a l t y  oil u n d e r  this 
A gr ee me nt , n o  person(s) or e n t i t y  that c o n t r o l l e d  the C h a r t e r  
C o m p a n y  as of J u l y  1, 1981 (including, b u t  n o t  limi te d  to, Mr. 
R a y m o n d  K. Mason) (collectively, t o g et h er  w i t h  the C h ar t er  
Company, "Charter"), n o r  a ny p e r s o n s  or e ntities that control, 
are c o n t r o l l e d  by, or are u n d e r  c o m m o n  c o nt ro l  with, C h a r t e r  as 
of such e x p e c t e d  dates of d e l i v e r y  w i l l  o w n  or h o l d  any 
b e n e f i c i a l  e q ui t y or o w n e r s h i p  i nterest in P u r c h a s e r  that was 
a c q ui re d  through a tr an sa c t i o n  that i n c l ud ed  P u r c h a s e r  or Te soro 
P e t r o l e u m  C o r p o r a t i o n  as a p a r t y  a n d  did n o t  involve any p ublic 
o ffe ri ng  as d e f in ed  in S e c t i o n  4(2) of the S ec ur it i es  A c t  of 1933 
(a " P r o h i b i t e d  Interest"). As u s e d  in this paragraph, the w o r d  
"control" a nd its cor re la ti ve s " c o n t r o l l i n g  and "controlled" 
r e f e r  to the power, di rectly or i n d i r e c t l y  (including thr ou g h one 
or m o r e  c o n t r o l l e d  entities) to cause the d i r e c t i o n  of the 
o pe ra ti on s  or m a n a g e m e n t  of a n o t h e r  entity, w h e t h e r  thr ou gh  
c o m m o n  m a na ge me nt , m a j o r i t y  ownership, b y  con t ra ct  or otherwise. 
It shall b e  a c o n d i t io n p r e c e d e n t  to Seller's p e r f o r m a n c e  of its 
r e s p e c t i v e  obli ga ti on s u n d e r  this A g r e e m e n t  g e n e r a l l y  and, 
specifically, to deli v er  any r o y a l t y  oil h e r e u n d e r  that the 
f or eg oi ng  r e p r e s e n t a t i o n  and w a r r a n t y  shall b e  true, c omplete and 
a c c ur at e  on the date of su ch  pe rf ormance. Suc h r e p r e s e n t a t i o n  
a nd w a r r a n t y  shall be deemed a f f i r m e d  by P u r c h a s e r  in e ac h n o t i c e  
to Selle r r e q u e s t i n g  d e l i ve ry  of r o y a l t y  oil and b y  P u rc ha s e r ' s  
a c c e p t a n c e  of ea ch  such delivery, as if m a d e  b y  P u r c h a s e r  and 
ef fe ct iv e as of the date of each suc h  n o t i c e  a n d  acceptance. In 
addition, P u r c h a s e r  shall f r o m  time to time, u p o n  w r i t t e n  r e q u e s t  
f r o m  Seller, c e r t i f y  to Seller, in a w r i t t e n  i n s t r u m e n t  s i g ne d by 
P u rc ha s e r ' s  c hief ex ec ut iv e officer, thc.t to the b e s t  of 
P u r c h a s e r ' s  actual knowledge, no P r o h i b i t e d  I n t e r e s t  exists as of 
the date of such certificate.

(b) If f r o m  time to time (1) S e ll er  s h o u l d  h a v e  n o t i c e  
or k n o w l e d g e  of the exi st en ce  of a P r o h i b i t e d  Interest, or 
(2) P u r c h a s e r  s ho ul d fail to d e l iv er  to S e l l e r  the c e r t i f i c a t e  
d e s c r i b e d  in the p r e c e d i n g  p a r a g r a p h  w i t h i n  15 days a ft e r 
Se l le r' s w r i t t e n  reque st  therefor, S e ll e r w i l l  in each i n s t an ce  
s u sp en d d el iv e ri es  of r o ya l ty  oil h e r e u n d e r  b y  w r i t t e n  n o t i c e  to 
Purchaser, e ff ec ti ve  as of a date set f or th  in suc h  n o t i c e  b ut 
n o t  later than the date seven c a l e n d a r  m o n t h s  a f t e r  the date of 
su ch  notice. No such su s pe ns io n shall te rm inate this A greement, 
or e x t e n d  the t e r m  hereof, or o p er at e to e x c us e or d is ch a rg e 
P u r c h a s e r ' s  obliga ti on s to acce pt  an d pay for deliv er i es  of



r o y a l t y  oil p r i o r  to the e f f e c t i v e  date of such 
a f t e r  such s u s p e n s i o n  is t e r m i n a t e d  b y  Seller. S e l l e r  
to suspend, or d e l a y  in s u s p e n d i n g  de li v e r y  of r o y a l t y  oil 
n o t  b e  deemed, or o p e r a t e  as, a w a i v e r  to e x e r ci se  such 
s u b s e q u e n t l y  in the same or a n y  o t h e r  instance.

(c) If, d u r i n g  the p e n d e n c y  of a n y  n o t i c e  p e r i o d  
r e s p e c t  to a ny suc h s u s p e n s i o n  or d ur in g the p e r i o d  of 
suspension, P u r c h a s e r  shall c e r t i f y  to S e l l e r  in a w r i t t e n  
i ns tr um en t  s i g ne d b y  P u r c h a s e r ' s  chief e x ec ut iv e o f f i c e r  that any 
P r o h i b i t e d  I n t er es t n o  longer exists a n d  p r o v i d e  any e x p l a n a t o r y  
i n f o r m a t i o n  c o n f i r m i n g  such fact that Se ller m a y  r e a s o n a b l y  
request, S e ll er  s h al l te rm in at e suc h n o t i c e  and s u s p e n s i o n  b y  
w r i t t e n  n o t i c e  to Purchaser, e ff ec t i v e  as of a date set f o r t h  in 
such n o t i c e  b ut n o t  later than the date s e v en  c a l e n d a r  m o n t h s  
a fter the date of s u c h  notice. On and as of such e f f e c t i v e  date, 
S elle r shall deliver, and P u r c h a s e r  shall accep t a n d  p a y  for, 
r o y a l t y  oil p u r s u a n t  to such terms and c o nd it io ns  as w o u l d  
o t h e r w i s e  p e r t a i n  h e r e u n d e r  as if such n o t i c e  of s u s p e n s i o n  and 
s us pe n s i o n  h a d  n o t  occurred.

X - y
C o m m i s s i o n e r  
D e p a r t m e n t  of N a t u r a l  R e s o u rc es

Date

Att/irney- 
T e s o r o  A l a s k a  P e t r o l e u m  C o m p a n y
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