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On Febr uary 9, 1983, in U-83-2(2), the Com mission, among

16 ■! other things, es ta bl i sh ed  F ebruar y 24 , 1983, as the date  for a

jj
17 pu bl ic hearing in the event such a hearing was nec es s ar y  to deter-,

18 : mine the re as on ablenes s and p r o p r i e t y  of the gas supply  c o nt ra cts
II

19 of ENSTAR N A T UR A L GAS C O M P AN Y  (ENSTAR). Upon review of the Com-
|

20 mi ss io n Staff (Staff) recomme nd a ti o n filed on Feb r ua r y 22, 1983,

!! ' '
21 the Commiss io n believes a formal hearinq is no lonaer required.

!! *

22 However, the C ommissi on  finds that a p re - he a ri n g confer e n ce  should

be con ducted for the primary pu rp o s e of allowing the C o m m i s s i o n  

hearing panel an oppo r tu n it y  to q u e s ti on  E NSTAR  and Staff c o n c e r n­

ing the gas supply contracts.

Ac cordingly, the hearing sch eduled to convene on F e b r u­

ary 24 should be ca ncelled and a p r e- h eo r in g  c o nf er e nc e  should 

co nv en e at 10:00 a.m., F eb ruary 28, 1983, in the Co m mi s s i o n ' s  

hearing room.
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ORDER

THE C O M M I S S I O N  FURTHE R ORDERS:

1. The pub li c hearing scheduled to co nvene on F e b r u­

ary 24, 1983, is cancelled.

2. A p r e - h e a r i n g  c on ference shall convene at

10:00 a.m., Fe b ru a ry  28, 1983, in the Co mm i ss io n's hearing  room 

for the pu rpose of al lowing the Com mi s s io n  to ask the pa rties 

ce rt ai n qu es t io n s about the gas supply co ntracts under c o n s i d e r a­

tion in this proceeding.

D A T E D  AND EF FECTIVE at Anchorage, Alaska this 23rd day of F e b r u­
ary, 1983.

BY D I R E C T IO N  OF THE COMMIS S I ON  
(C ommissioners Marvin R. W e a t h e r l y  

and Susan M. Knowles, not participating)
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/

T H E  A L A S K A  P U H L I C  U T I L I T I E S  C O M M I S S I O N

Bef ore Co mm issioners: Carolyn S. Guess, Chairman 
M ar v in  R. W e a t h e r l y  
Susan M. Kn owles 
St uart C. Hall 
Di ana E. Sn ow de n

In the Matter of a Tariff Filing by 
ENSTAP. N A T UR A L GAS C O MP AN Y  D e s i g n­
ated as TA36-4 R e qu e st in g  App ro va l 
of Gas S upply Co n tr ac ts  and Related 
T a ri ff  Revis ions

U-83-2

C E R T I F I C A T I O N  OF MAI L IN G

c er t i f i e s  as follows:

That I am an A d m i n is t ra t iv e  Support Te c hn i c i a n  in the 

of fi c es  of the Alas ka Pu bl i c  U t i l i ti e s Co mm ission, 420 L Street, 

Suite 100, Anchorage, Alaska 99501.

and accu ra te copies with postage thereon, to the parties indicated 

on the attached service list:

ORDER NO. 3

O R D E R  CA N CE L L I N G  P UBLI C HEA P IN G AND S CH ED ULING PR E- HE A PT N G
CONFEP.FNCE

in the above enti tled case.

D A TE D  at Anchorage, Alaska, this day of February, 1983.

T ha t  on the ^ ^ ' d a y  of February, 1983, I mail e d true



SE RVICE

Juli an L. Mason, Esquire 
A t t o r n e y  for E N ST AR  Na tu ra l 

Gas Co mpany 
510 L Street, Suite 312 
Anchorage, AK 99501

V i r g i n i a  A. Rusch, Esqu ir e 
A ss i st an t  At t o rn ey  Ge neral 
A laska Publ i c Ut ilities  Com mi ss ion 
420 L Street, Suite 100 
Anchora ge, AK 99501

COU RTESY

Dale Teel, Presid en t 
E N S T A R  Nat u ra l  Gas Co mpany 
P.O. Box  6288 
Anchorage, AK 99502

Un it ed  States 
c/c Office of Staff Judge 

Ad v oc a te  
A F C T - J A  (Capt. Savage)
Fort Richardson, AK 99505

Thomas R. Stahr, Gene ra l Ma na ge r  
M u n i c i p a l i t y  of An c h or ag e  d/b/a 

M u n i c i p a l  Light & Power 
D ep a rt m e n t  

1200 E. First Avenue 
Anchora ge, AK 99501

W al t er  V. Truitt, Gen e r al  M a n ag e r 
Chuga ch E lectri c Association, Inc. 
P.O. Box 3518 
Anchorage, AK 99501

Sandra Richards, Directo r 
A la sk a  Co ns um er Ad v oc a cy  P r o g ra m  
P.O. B ox 10-3111 
Anchor age, AK 99510
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O R D E R  S U SP EN D IN G  P ER M AN EN T O P E R A T I O N  OF TA36-4 AND 
C O N T I N U I N G  A P P R O V A L  OF BEAVER C R EE K  GAS SUPP L Y C O N T R A C T  

A ND  TARIFFS ON AN INTERIM BASIS

BY THE COMMISSION:

21 !

On J a n u ar y  7, 1983, the C o m m i s s i o n  issued Or de r No. 1 in 

this Doc ke t approving on an interim basis ENSTAR N A T U R A L  GAS C O M­

PANY'S (ENSTAR) tariff revisions to its purchased gas cost a d j u s t­

ment pro v is io n  and its n ew  con tract for the pu r ch as e  of gas at 

B e av e r Creek. ENSTAR's filing, which was de si g na t ed  as TA36-4,

I
; also included a request for approval of a new contract  for the 

purchase  of gas at Beluga; no Co m mi s s i o n  action has been taken on 

this contract  as yet.
22 ,

|j In a Janu a r y 25, 1983, m e m o r a n d u m  to the C om m is s i o n
23 '

|l (attached as Exhibit 1 to this Order), the Co mm is s io n Staff
24

I! (Staff) informed the Co m mi s si on  that it will require additional 
25..

time to thoro u gh l y r e v i e w  the co n tract s and the tariff rev is i on
26

I
27,

• and re co m m e n d e d  that per manent o p e r a ti o n of TA36-4 be suspended

l| for a six-mo nt h period.
2 8  i

I! The C o m m i s s i o n  is aware that the Beluga cont ra ct m a y  be
29

’! voided unless r e gu l a t o r y  approval is grant ed  w ithi n a 90-day 

• perio d from the date of the contract. Likewise, C om m is s io n ap- , 

^  proval of the Beaver Cr ee k cont ract is required by March 1  ̂ 1983.

U - 8 3 - 2 ( 2 )  (2 /9/83) %
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1 ; In view of these facts, it :.s the intent of the Commission to make

2 |an early determination as to the reasonableness of the costs to be 

incurred under the contract, despite the fact that six months is 

the normal suspension period for tariff filings. Therefore, the 

Commission will suspend the permanent operation of ENSTAR's filing

!until March 1, 1983. Staff should file its recommendation regard-
Ji
1 j; ing TA36-4 by February 22, 1983. This Order has no effect on

8' ENSTAR's Beaver Creek contract or purchased gas cost adjustment

9 'provision, approval for which should continue on an interim basis

coterminous with approval of the permanent operation of TA36-4.

Furthermore, in the event that a hearing on the reasonableness and

propriety of the contracts is required, the Commission intends to 

13 ilhold the public hearing at the Commission's offices on Febru-

14!'ary 24, 1983, at 9:00 a,m. Because of the limited time available,

15 'I
j, the Commission will not require the filing of pre-filed testimony

16 i!
! by the parties.

10 

11 ■ 

12

17
THE COMMISSION FURTHER FINDS AND CONCLUDES;

18 ! 

19'

1. ENSTAR's request for permanent approval of its

tariff revisions to its purchased gas cost adjustment provision
20 j{.

.and new contracts for the purchase of gas at Beaver Creek and
21  i|

Beluga should be suspended until March 1, 1983, pending full
22 j!

;! investigation of the proposed tariff revision and gas contracts,
23!

24
2. The interim approval of the tariff revision and 

Beaver Creek contract granted in Order No. 1 of U-83-2 should
25!'

li
remain in effect during the suspension of permanent operation of

26;j

!:TA36-41.
i t

I 3. Staff should be made a party to this proceeding and
28

■ •file its recommendation by February 22, 1983.
i!

2q!| 4. A public hearing, if required, should be held at the
■
Commission's offices on February 24, 1983, at 9:00 a.m.

ii
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i;,1II
ii

U-8 3-2(2)
P a g e  2 of 3



3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25
t

26

27

28

29

30

31

32

1

2

1. The o p e r a t i o n  of the tariff re v is i on  filed by E N S TA R  

Natura l Gas Company, de s ig n at ed  as TA36-4, is su sp e nd e d until 

March 1, 1983.

2. The approval on an interim basis of the tariff 

revi sion and the B eaver Creek gas p u r c ha s e c o nt ra ct shall be 

co termi no us  with C o m m i s s i o n  c o n s i d e r a t i o n  of the p e rm an ent op era- 

tion of TA36-4.

3. An in ve st i ga t io n  is instituted into the r e asonabl e-  ■ 

ness and p r o p ri e ty  of the subject tariff filing.

4. The C o m m i s s i o n  S t af f is mad e a party to this p r o­

ceeding and shall file its r ec o mm e n d a t i o n  on TA36-4 by Febru­

ary 22, 1983.

5. A p u bl i c hearing, if required, shall be held at the

Co mm i ss io n 's  of fi c e s on F eb ru ary 24, 1983, at 9:00 a.m.

DATED A N D  EFFECTIVE at An c ho ra g e,  Alaska, 9t.h day of February,
1983.

ORDERTHE C O M M I S S I O N  F U RT H ER O R D E R S :

BY D I R E CT I ON  OF THE C OM M IS S IO N  
(Commissioner Susan M. Knowles, not participating.)
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1/25/83
(Date)

Fi le  N o . : T A  36-4 __  Da te F i l e d  12 / 20/82

N am e  Of U t i l i t y  E N S T A r NAT U RA L GAS COMPAN Y____________________________

Tar if f R ec om me ndation :

1. P u b l i c a t i o n  of n o t i c e  shou ld be w a i v e d   .............
2. F i l i n g  should b e co m e e cfe ctive at end of

4 5 - d ay  sta tu t or y  noti c e peri od on / / .......
3. F i l i n g  should be allowed to become ef f ec t i v e

on  / ___ /___w h i c h  is less than the 45-day
s ta t u t o r y  not ic e p e r i o d ....................................

4. F i li n g should be r ej ected and r e t ur ne d  to the 
u t i l i t y ........................................................

5. O p e r a t i o n  of the filing should be suspended..'.  XX
6. Pa r t of filing should be a c ce pt ed e f f e c ti v e

 /___ / and pa rt  should be s u s p e n d e d ............. .......

T A R I F F  A C T I O N  M E M O R A N D U M

Reason(s) for the a b o v e - in di c at e d re co mmendation:
In a dditi on  to ENST AR's new c on tr acts for the p u r c ha s e of  gas 
at Bel ug a and B ea v er  Creek, this filing includes tariff 
re visions to the p ur chas ed  gas cost a dj u st me n t provision. 
Ord er No. 1 in U-83-2 al lo wed E N S T A R  to pu r ch a se  gas under 
the B e a v e r  C r e e k  Contract, but did n ot su sp end p e r m a n e n t  
o p e r a t i o n  of the tariff revision. Staff requ ir es  additi on al  
time to t h o r o u g h l y  r evie w the con tr ac ts and the tariff r e v i­
sion, and t h e r e f o r e  o pe ra t i o n  of RA36-4 shoul" be su sp ended 
for a 6-moiith period.

S i g n e d : Ti t le : C h i e f ,  Fina n ce  & Ac co u nt s

E x h i b i t  1 
U - 8 3 - 2 (2)
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S T A T E  O F  A L A S K A

T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

Be fo re  Co m mi s s i o n e r s C a r o ly n S. Guess, C h a i r m a n  
M a r v i n  R. W e a t h e r l y  
Susan M. Knowles 
Diana E. Snowden 
Louis E. Agi

In the Ma tt e r  of a Tariff 
Filing by E N S T A R  N A T U R A L  GAS U-83-2
C O M P A N Y  Desi gn a te d  TA36-4 
Req uesting  Ap p ro va l  of Gas
S upply Co nt ra ct s and Related 
T a ri ff  Rev isions

C E R T I F I C A T I O N  OF M A I L I N G

Sand r a S. Sh oc ke y c er t if ie s as follows

That I am an W o r d  P r o c e s sing S u p e r v i s o r  the off i ce s  of

the Al as ka Publ ic Ut il ities Co mm iss ion, 420 L Street, Suite 100, 

Anchorag e,  A l a s k a  90501.

That on the 10th day of February, 1903, I m a i le d  true

and ac cu rate copies wit h postage thereon to the parties in dicated 

on  the attached service list

O R D E R  S U S P E N D I N G  PE RM AN E NT  O P E R A T I O N  OF TA36-4 AND 
C O N T I N U I N G  A P P R O V A L  OF B E A V E R  C R E E K  GAS SUP PL Y C O N T R A C T  

A N D  TA R IF F S ON AN IN TE RI M BASIS

in the above enti tl ed cause.

DATED at An ch or ag e , Alaska, this 10th d a y  of February, 1983.

O R D E R  NO. 2

n
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SERVICE LIST

J u l i a n  L. Mason, E s q u i r e  
510 L Street, Sui te  312 
An chor a ge ,  A K  99501

V i r g i n i a  A. Rusch, E s qu i re  
A s s i s t a n t  A t t o r n e y  General  
A l a s k a  P u bl ic  U t i l i ti e s C ommissi on  
420 L Street, S ui te  100 
A nc ho ra ge ,  A K  99501

C OU R T E S Y  LIST

U n i t e d  States 
c/o  O f f i c e  of St aff Ju dge 

A d v o c a t e  
A F C T - J A  (Capt. Savage)
F or t  Richardson, A l a s k a  99505

T h o m a s  R. Stahr, G e n er al  Ma na g er  
M u n i c i p a l i t y  of A n c h o r a g e  d/b/a 

M u n i c i p a l  L i g h t  & P ow er  
D ep a rt m e n t  

1200 E. F ir st A v e nu e  
A nc ho ra ge, A K  99501

W a l t e r  V. T r u i t t
C h u g a c h  E l e c t r i c  As sociation, Inc.
P.O. Box 3518 
An cho ra ge , A K  9^501

Dale Teel, P r e s i d e n t  
E N S T A R  N a t u ra l Gas Co mp an y 
P.O. Box 6288 
A nchora ge , A l a s k a  99502
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S T A T E  OF A L A S K ATHE A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N
Before Commissioners:

In the Matter of a Tariff 
Filing by ENS TAR NATURAL GAS 
COMPAN Y Des ig n a te d  TA-36-4 
Requesting Approval of Gas 
Supply Contracts and Related 
Tarif f Revisions.

C a r o l y n  S. Guess, Chai rm an  
M ar vi n  R. We a th er l y 
Susan M. Kn ow le s 
Stuart C. Hall 
D ia n a E. Sn ow de n

D o ck e t U - 8 3- 2 

O R DE R  NO. 1

O R D E R  A P P R O V I N G  GAS S U PP LY  C O N T R A C T  
ON AN INTERIM BASIS

D A IL Y  AND MASOM
L A W Y E R S  

A F n u r it l iO N A u  C o r p o r a t io n  

SUITI SIX 
1 10 L STREET 

ANCHORAGE. AK 90501 
( 9 0 7 ) 2 7 6 - 4 3 9 1

On Dece mb er 17, 1982, ENSTAR filed a request for 

approval of flow through tariffs implementing two new gas supply 

cont racts (Beaver Cr eek and Beluga). On J a n u a r y  7, 1983, ENSTAR 

Pr esiden t Dale Teel telephoned the C om m is s i o n  and requested 

em ergency approval of the tariff so that E N S T A R  could immediately 

take gas under the new Beaver Creek contract. Mr. Teel explained 

that due to very cold we at her ENST AR  was using the ma x im u m amount 

of gas avail able from a com bination of its main source in the 

Kenai fields and state royalty gas. Be ca us e even colder weather 

is forecast, E NS T AR  anticipates that its power cu st omers will be 

interrupted if Beaver C r e e k ^ a s  cannot be taken under the new 

contract.

The Commis si o n is fully aware of the costs and

di fficul ti es  of interrupting the power customers. I n te rrup ti on

re quires the burning of expensive oil and coal. The use of Beaver 
OjXyacXrtyft)

Creek^'gas to avoid interruption clearly is in the pub li c 

interest.

The notice period for the gas contr ac t tariffs has not 

yet expired but the Co m mi ss i on  is empowered by 3AAC 48.610 and 

3AAC 48.300 to waive the notice period "for good cause shown."

For the reasons set out above, the C o m m i s s i o n  finds, concludes, 

and orders:

U - 8 3 - 2  (1) ( 1 / 7 / 8 3 )P a g e  1 o f  2



1. That interim approval of the tariff and Beaver 

Creek contract is in the public interest;

2. . That E N S T A R  has shown good cause for waiving the 

balanc e of the notice period;

3. That the tariff and Bea ve r Cr e ek  contract should be 

and her eb y are approved on an interim basis wi thout 

pr ej ud ic e to the Com m is s io n' s  right to withdraw, revise, 

or further co nd it ion its approval based on su bsequent 

investigation.

DATED AND EF FE CTIVE Ja nu a ry  7, 1983

Commis si oner

t

/

‘O'

SA ILY  AND M ASO N

U-83-2 (1) 
Page ? of 2

l a w y e r o  
Morcstional C o r p o r a t io n

SUITE 9 12  
510  t  STREET

tNCHORAGE. A 1C 99501 
( 907) 276*4331

t

*



STATE OF A L A SK A

THE A L A S K A  PUBLIC U TI L IT IE S C O M M I S S I O N

Bef ore Co m missi on er s: C ar ol yn S. Guess, Chairman 
Ma rv in  R. W e a t h e r l y  
S usan M. Knowles 
Stuart C. Hall 
D iana E. Snowden

In the Matt er  of a T a ri ff  Filing 
by ENST AR  N A T U R A L  GAS CO MP AN Y  
Des ignated  as TA36 -4 Requesting 
Ap proval of Gas S u p pl y  Co ntracts 
and Related Tar if f Rev isions

U-8 3-2

C E R T IF I CA T IO N OF MAI L IN G

Sandra S. S h o c k ey ce rt if ies as follows:

That I am an Word P rocessing S u p e r v i s o d n the of f ic es  of 

the Alas k a Public Ut ilities Co mm ission, 420 L Street, Suite 100, 

Anchorage, A l as ka  99501.

That on the  7 t h d a y  of January, 1983, I mail ed true

and accurate copies with postage thereon to the parties indicated 

on the attached se rvice list of

ORDER NO. 1

O R D E R  AP P R OV I NG  GAS S U P P LY  C O N T RA C T
ON AN INTERIM BASIS

in the above e n t i t l e d  cause.

DATED at Anchorage , Alaska, this 7th day of January, 1983.

L J L r l

.
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J u l i a n  L. Mason, Esq u i re  
310 K Street, Suite 312 
Anchor age, A K  99501

V i r g i n i a  A. Rusch, Esqui re  
A s s i s t a n t  A t t o r ne y General 
A l a s k a  Public Ut i li ti e s C om m is s io n  
420 L Street, Suite 100 
Anchora ge, A K  99501

U nited States 
c/o Off ice of Sta ff Judge 

A dvocat e 
A F C T - J A  (Capt. Savage)
Fort  Richardson, A l a s k a  99505

Th om a s R. Stahr, Ge ne ral Ma na g er  
M u n i c i p a l i t y  of A n c h o r ag e d/ b/a 

M un i ci pa l Light  & Power 
De par tm en t 

1200 E. First Avenue 
Anchorage, A K  99501

W al t er  V. T ru it t
Ch ug a ch  E le ct ric Association, Inc. 
P.O. Box 3518 
Anchorage, A K  99501

Dale Teel, Pr e s id en t  
E N S T A R  Natural Gas Company  
P.O. Box 6288 
Anchorage, A l a s k a  99502

C O U R T E S Y  LIST

*
- ■ w>»v,... . ŝ«w*rwx.v-> t
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STAFF R E CO M M E N D A T I O N

I. A u t h or i ty  and Scope of R e v i e w .

In Order No. 2 of Docket U-83-2, the C o m m i s s i o n  directed 

jj Staff to file its r e c o m m en d at i on  regarding TA36 -4 by Fe br u ar y 22, 

j l  1983. Enclosed with TA36-4 are pr o po s ed  re v i si o ns  of sheets 

jj N o . 23 and 24 of Enstar Natural  Gas C om p an y 's  (Enstar's) tariff. 

jThe revisions include the cost of gas p u r c h a s e d  under new c o n­

tracts in the pu rc ha sed gas a d ju s tm en t  deter mi n at i on . In a d d i­

tion, interest on gaa: which is paid for but not taken is added to 

the cost of p ur ch a se d  gas.

Enstar has entered into two natural gas su pp ly c o n­

tracts, both su bj e ct  to C o mm is s io n  approval. Enstar co nt r a c t e d  

with Shell Oil C o mp a ny  (Shell contract) to purchase, through the 

year 2000, 229 m i l l i o n  mcf of Beluga gas. Enst ar's c o n t r a c t  with 

Ma r at h on  Oil Com p an y  (Marathon contract) calls for the p ur chase of 

250 m i l l i o n  mcf from the Kenai, Beaver Creek, and T r ad i ng  Bay 

Units through the year 1997. Under each contract, the base price 

is $2.32 per mcf.

The C o m m i s s i o n  has a ut h or i ty  to regulate the gas c o n­

tracts and the a me nd m e n t  of Enstar's tariff under a number of 

statutory  pr ovis io ns . AS 42 .05.361- 44 1 deal wi t h u t il i ty  tariffs, 

and rates. AS 42 .0 5.141 grants Comm is si on the liberal power to

r-'e
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.

      ...



;

o
H
C/J
in
H
§j

u
01
w
M
£■«
M
iJ
M
M
D
U
H
►4
0)
D
P«

3 !

jregulate public utili ti es , and specific power to regulate the

2*]
j; practices, services, and facilities of p u b l ic  utilities. AS 42,.- 

jj 05.511 g rant s the C o m m i s s i o n  a ut h or it y  to regu la te m a n a g e m e n t  

4|j pr a ct i ce s  of utilities. T h es e  li beral gr an ts of au t ho r i t y  to the

5 jj C o m m i s s i o n  include the power to approve or d i s a p p r o v e  m a jo r  supply

6 jj contacts, es peci a ll y  since the C om mi s s i o n  d*. ..ermined in Docket 

7 jjU-81-i01 that future gas supplies  are "of critical imp ortance to 

9 ,j [Enstar's] pre se n t and p r o s p e c t i v e  ratepaye rs ."  (U-81-101, Bench 

9 -O rd er )

Staff r ecommend s that the C o m m i s s i o n ' s  review of 

Enstar's co nt r ac t s be limited in light of the p u r p os es  for the 

C o m m is s io n' s  authority. The C o m m i s s i o n  g e n e r a l l y  does not rxer-

1 '

10 * 

11

13
l|
;!cise close re view over a ut il ity's s up p ly  contracts. While the 

m a g n i t u d e  and importance of E n s t ar ' s gas supply c o n t r a c t s  may 

■*■5 ma ndat e  review in this docket, as a pr a ct i ca l mat te r co n tr a ct

16

! i
ne go t i a t i o n  mu s t remain initially in the hands of the utility.

•*-7 j. Enstar and its p r e d e c e s s o r s  have h i s t o r i c a l l y  shown good judgment.!

18

19

i l
Under these c i rc um stances,  the C o m m i s s i o n ' s  review  should be 

■limited to c o ns i de ri n g whether the c o n t a c t s  we r e  exec uted fol-

2 2 1!23 Ii
24

25 :
O  r—I
o o
H  a  26<u cs\ j 
+j <n :
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2 0 'Iji lowing proper m a na g e m e n t  practices, and whe th er  the c on ta ct s are 

2 1  ,i reaso n ab l e in light of all releva nt  factors.

II. The Contracts.

The Shell and M a r at h on  co n ta c ts  are ve r y  similar. The 

Sh el l co nt r ac t  sells Shell gas at Beluga. The period of the 

c o n t ra c t is 1986 through 2000, but p r ov i si on  is made for po te nt ia l 

earlier delivery. The M a r a t h o n  c o n t r a c t  su pplies M a r a t h o n  gas 

from the Kenai, Beaver Creek, and Tr ading Bay Units. The term of 

the c o n tr a ct  is 1983 through 1997. Bot h c o n t r a c t s  r e q u ir e great er

£ § 29 . 1 am oun ts of gas to be taken in the mi ddle years of the contract,
w  u JG I

^ -g J U , The combi ne d annual .. ■'uirement of the co n tr a ct s  rises g r a d u a l l y

31;

32

fro m 8 m i l l i o n  mcf in 1983 to 47 m i l l i o n  mcf in the years 1993 to 

1995. The re after, the combined annual req ui r e me n t is reduced

U-83-2 
Page 2 of 8
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regulate public utilities, and specif ic  power to regulate the
/

practices, services, and facilities of p u bl ic  utilities. AS 42.- 

05.511 grants  the C o m m i s s i o n  a u thority  to regulate m a n a g e m e n t  

practices  of utilities. These liberal grants of a u t h or it y  to the j

I
Co mmis s io n  include the power to ap prove or d is a p p r o v e  m aj or  supply 

contacts, es pe c ia l ly  since the C om m is s i o n  d et er mi ned in Docket 

U-81-101 that future gas supplies are "of critical importance to 

[Enstar's] pr es en t  and p ro s pe c t i v e  ratepayers." (U-81-101, Bench 

Order)

Staff r ecommen ds  that the C o mm i s s i o n ' s  review of 

Enstar's co n t ra ct s  be limited in light of the pur p os e s for the 

Co m mi s si o n' s  authority. The C o m m i s s i o n  g e n e r a ll y does not e x e r­

cise close revi e w over a utility's s u p pl y contracts. While the 

m ag n it ud e and importance of E n st ar 's  gas supply c o n t r a ct s  may 

ma n da t e review in this docket, as ei practica l matter contrac t 

ne go ti a ti o n mu s t remain initially in the hands of the utility. 

Enstar and its p r e d e c e s s o r s  have h i s to r ic a ll y shown good judgment. 

Under these ci rcum s ta n ce s,  the C o mm i s s i o n ' s  review should be
' f #

limited to c o n si d er i ng  whether the cont ac ts  were executed fol­

lowing proper m a n a g e m e n t  practices,, and wh ether the con ta ct s are 

r easonable in light of all rele va nt factors.

II. The C o n t r a c t s .

The Shell and Mar a th o n c o nt ac ts are ve ry  similar. The 

Shell contract sells Shell gas at Beluga. The period of the 

co n tr a ct  is 1986 through 2000, but p r ovisi on  is made for po tential  

earlier delivery. The M a r a t h o n  c o n t ra c t supplies M a r a t h o n  gas 

from the Kenai, Beaver Creek, and Trading Bay Units. The term of 

the cont ra ct  is 1983 through 1997. Both c on t ra c ts  require gr eater 

amounts of gas to be taken in the midd l e years of the contract.

The combined annual re quir em en t of the c on t ra c ts  rises g r a d u a l l y  

from 8 m i l li o n mcf in 1983 to 47 m i l l i o n  mcf in the years 1993 to 

1995. Thereafter, the combi ne d annual r eq uirement  is reduced

U - 8 3 - 2P a g e  2 o f  8
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1 annu al ly to 10 m i l l i o n  mcf in the year 2000. The q u a nt i ty  of gas

i|
2 sold is limited to the seller's uncommitted reserves.

| j
3jj In the Shell contract, the swing factor is set at ap-

4 pr o xi ma tely 2.0 th ro u gh o ut  the contrac t term. This m ea n s that, on

5 any give n day, Enstar may request up to two times the avermge

6 dai ly  take for the year (annual q u an t i t y  divided by 365). The

Ii .
7,|swing rate (maximum q u a n t i t y  per d a ^ ) of the Mar a th o n c on tract is

Ii
8 such that the swing factor changes from year to year. The 1983

!j
9 swing factor is 1.18, and the swina factor increases annuall y

ii
10 until it reaches 3.13 in 1988. Thereafter, it d ec re ases until

ii
11 :1997, the last year of the contract, when it is 1.06.

12 i The base price under both co ntracts is $2.32 per mcf.

13 The prices are adjusted ann ua ll y for change s in the posted price

14 of No. 2 fuel oil. Under both contracts, Enstar is oblig at ed  to

£ ; , )  i! ■ •
7 r  15 pay certain taxes incurred by the suppliers, and to pay ex ce s s

II
,o 16 royalty payments requi re d by lessors.

V  i!
17. Both c o n t r ac t s contain 35/c per mcf price a d ju s tm e nt s  for

O  H 
O  O
H  £  26 
<u cn
+J CN 
•H n CN

18 pr emium delivery, but the p rovision s in the two co nt ra c ts  differ

ii
19 markedly. Under the Shell contract, Enstar may request de li v er y

20 !at a swing rate higher than that set out in the contract. If 

2 1 ^ S h e l l  agrees, and if the resulting swing rate produces a swing 

2 2  ̂factor greater than 2.5, then a prem iu m de livery fee of 35jzf per

II
2 3^ m cf  applies to all gas d el i ve re d during the time that 'he swing 

2 4 ! factor (called the "swing rate" in the contract) remain s greater 

25 than 2.5. (Shell contract, pages 11-12.) The M a r a t h o n  co n tr ac t  

dees not require a re quest for a higher swing rate by Enstar, and

3 x  cn 27 merel y applies a p r e m iu m  del ivery charge whenever M a r a t h o n
U) IAU)

I
1 5  r£ 28 i "maintains the ability" to deliver the annual co nt ra c t amo un t at

4J CN |
0) - |l
S c 29 various swing factors (2.5 from 1986 through 1989, 2. 25 during
4J  B  O  | |
w  h j : I
^ .§ * 30 1990, and 2.0 the reafter). These swing factors are less than that 

o
s s
T 3 1 'lrequired by the q u a n t it y and swing rate provision s of' the c o n tr a ct

32 for the years 1986 through 1992. Therefo re, the ap pl i ca ti o n of

U - 8 3 - 2P a g e  3 o f  8
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p r e m i u m  delive ry  char ge  appears to be almost certain durinq these
i

years. (Marathon contract, pages 9-10, 24-25.)

Both co ntracts  require Enstar to "take or pay." Under 

the Shell contract, Enstar can make up for gas paid for and not 

taken during the next five years. Under the M a r a t h o n  contract, 

the make up period is extended until the end of the co ntract, but 

this advantage may be illusory given the low swing rates in the 

final years of the M arathon  contract. Both c o n t -.* its require 

a d ju s tm e nt  of the price at the time the gas is ac tu al l y taken.

Both contrac ts  co n ta i n liberal force majeure cl aus es and va ri ou s j 

p ro v i s i o n s  for co nt in g en c ie s  which allow the q u an ti ty to be a d­

justed. (Shell contract, pages 12-22; Mara th on  co ntract, pagf 

11-17.)

Both co n tr a ct s require m o nt h ly  billing and an annual 

ad justme nt  for gas not taken, and contain p ro vi si ons relating to 

the pressure, quality, and m ea su r em e nt  of the gas. Both c on tr a ct s  

also require timely approval by proper r eg ul atory authorities.

The M a r a th o n contract contains an a rb it ration  clause.

III. The Tarif f C h a n g e s .

TA36-4 amends the Purch ased Gas Cost A d j u s t m e n t  p r o v i­

sions of Enstar's tariff to allow flow through of the cos t of gas 

taken under t he Shell and M a r at ho n  contracts. Interest on gas 

paid for but not taken is also included in the cost of gas d e t e r­

mination. It is a p p ar e nt l y Enstar's intent not to co ll e ct  the 

co st of gas paid for but not taken until the gas is e v en t u a l l y  

taken. The ra tepayers will cu rrently pay only i nt er es t o.i the 

amount Enstar has paid under the "take or pay" p ro vi sion, until 

the gas is taken. The ratepayers will then pay the full adjusted 

p r ic e  of the gas. This treatment is not e xp licitly  set out in 

TA36-4, but seems implicit in the filing. Staff be l ie ve s  the 

C om mi s si o n in its Order app roving the filing should s p ec if y  p a y­

men t s  made under the "take or pay" pr ov is i on s should be de ferred.

U-83-2 
Page 4 of 8
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Staff concurs with E n s t a r’s flow through scheme, and it should 

cause no gireat d i f f i c u l t y  as long as Enstar e ve nt ua lly takes the 

full contrac t amounts.

IV. Re com me n da t io n s for A ppro va l of C o n t r a c t s.

Staff's analysis of Enstar's gas sup pl y contrac ts  is 

limited due to time and information constraints. The cost to

1
ratep ay er s of th~ cont ra ct s will very p ro bably be higher rates,

■ i
-

and the benefit will be increased ava ilability of relatively 

low -cost gas. Both the cost and the benefits depend to great
ii

extent on future events and, therefore, are diffi cu lt  to quantify.
i

Staff's review was limited to a .alysis of the co nt ra cts 

and their effect on Enstar ratepayers. Staff made no attempt to 

rev ie w the actual amo un t  of gas reserves, and assumes thr oughout  

these com ments that the gas supplies are su fficient to meet the 

q u an t it i es  set out in the contracts. Staff recognizes that a 

de licate balancing of cost and benef it s at this time is i m p o s s i­

ble. Abser- some strong indication that supply contracts wo uld 

not be favo 5;’e to a utility's ratepayers, it is St aff 's belief 

that contrai. <£ this type should be approved. Staff does r e c o m­

mend approval of the Enstar contracts.

Enstar' s contrac ts  appear to be eminent ly  timely. 

A cc o rd in g to Enstar's (Alaska Gas and Service Company's) last 

filed annual report, it had total na tur al gas sales in 1981 of 

31,602,247 mcf. (AGAS/APC 1981 annual report, schedul e 59, 

page 514.) Its peak daily d e l i v e r y  duri ng  1981 was 159,699 mcf on 

December 28. Its hi ghe st m o n t h l y  gas sales amounted to 3, 837,310 

mc f during the mon th  of December. At the end of 1981 its e s t i­

mated total gas av ailable pur s ua n t to long-term con tracts was

300 m i l l io n  mcf. (AGAS/APC 1981 annual report, page 550.) At the

1981 sales rate of a p p ro x im a te ly  30 m i l l i on  mcf per year, this

30u m i l l io n mcf would last until the end of 1991.
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Annual sales of 30 m i l l i o n  mcf can hardly be expected 

for future years. 1982 was a year of s i g ni f ic a nt  g r ow th  of the 

An ch or ag e area, and according to a Fe br uary 15, 1983 artic le  in 

the A nc h or ag e Daily News, re cor ds of buildin g per mit a p pl ic ations 

ind icate that this summer will bring another major buildin g s e a­

son. High level of gas usage may  e v e nt u al l y be limited by a l t e r­

native energy de ve lo pment, including the Sus it n a dam project. 

Wheth er this project will be built, and whether its c o n s t ru c ti on  

would result in a si gn i fi c an t dr op  in dema nd for natural gas, are 

su b je c t to only the mo st  general speculation.

Under these c i r cu m st a nc es  the reasonable price and 

fle xibili ty  terms of the Enstar c on trac ts  must  be seen as very  

po sitive. Both co n tr ac t s require Enstar to "take or pay," but 

both allow inventory of paid for but not taken gas in the ground. 

If gas is paid for but not taken, Enstar is res ponsibl e for price 

ad jus tm ent when the gas is taken. The Shell co n t ra ct  allows a 

make up period of five years and the M a r a t h o n  c ontract  allo ws make 

up throughout the term of the contract. However, the Ma r at h on
• t,

co ntract is not as liberal as it first appears, because the swing 

rate for later years of the c o n t r a c t  (1993 through 1997) is s u f f i­

ciently  low, and the q ua n ti t ie s  required to be taken in 1993 

throug h 1995 are s u f f i c i e n t l y  hi gh  (27 m i l li o n mcf), that s i g n i f i­

cant ma ke  up in the later years in unlikely.

The annual contr act qu an t i t y  amounts are s u b je c t to 

s ig n if i c a n t  fle xi bil ity through a number of c o n tr a ct  terms a l l o w­

ing adju st me nt in response to future events. Enstar is s p e c i f i c -  

ally pro tected from loss of demand due to a customer sw itching its 

source of gas. (Shell contract, page 12-13; M aratho n contract, 

page 11.) Th er ef ore, if the m a r k e t  for gas falls s i g r L f i c a n t l y  

and a large customer bypa ss es  Enstar, Ens tar's other rem aining 

ra tep ay er s will be protect ed  from s i gn i fi c an t  price increases due 

to the reduced demand. In addition, Enstar may un ilaterally

U - 8 3 - 2P a g e  6 o f  8
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reduce the annual co n tr a ct  quanti t i es  during the term of the 

contract, but is required  to pay a higher price for wh at it does 

t a k e .

Another m e a s u r e  of f le xi bility is provid ed  by the a d­

justment  of the co nt r a c t  price to the price of heating oil. The 

pr ice adj us t me nt  cl aus es al low increased prices  if heating oil 

prices rise. Rec en t articles suggest, however, that oil prices 

will mo r e likely decli ne , and that gas c on tracts tied to the price 

of oil will p r o t e c t  buyers. A. Tussing and C. Barlow, "A Survival 

St r at e gy  for Gas C om pa n ie s  in the Po s t-OPE C Era'1 Public Utilities 

Fortnightly, Volume 111, no. 3, page 13-14 (February 3, 1983).

The si gn if i ca n t cost to c on sume rs  will be immediately 

higher na tur al gas price s due to the s i g ni fi c an t  d if f er e n c e  to the 

base co n t ra c t prices and the price terms of Enst ar 's earlier 

contracts. In addition, the “take or pay" pr o vi s io ns  of' the 

c o n ta ct s  may ex er t a si gni f ic a nt  disince/iti ve to de v el o p m e n t  of 

a l tern at iv e ene rg y resources. For example, l on g -t er m "take or 

pay" natural gas c o n t ra c ts  could s ig ni f i c a n t l y  eff ec t the public 

int erest of a p r o je ct  like the Su si tn a dam if the e n er g y de ve lo ped 

by that project would reduce the deman d for Ens tar's gas to less 

than the required take or pay quantity. Under those ci rcumst an c es  

the a l ternati ve  energy resource, whil e actually replacing the 

u sage of natural gas, would not result in a d ec re as e in the total 

cost paid by natural gas users. Whether these sorts of ad verse 

effects will occur in the future dep en ds  on the total demand for 

natural gas or other energy r es ou rces in Sout h c en tr a l Alaska, and 

the rel a ti o ns hi p  of that demand to the required take or pay q u a n­

tities .

V. C o n c l u s i o n .

In summary, Staff's limited rev ie w indicates that the 

Enstar co n tr a ct s are in the publi c interest, and t h a t  TA36-4 

pro vi de s a r ea so n ab l e metho d of flowing th rou gh addit io na l gas

U - 8 3 - 2P a g e  7 o f  8
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costs. Staff therefore recommends > of the gas con tracts

and TA36-4.

DA TED this 22nd day of February, 1983.

N O R M A N  C. GOR SU C H 
A TT O R N E Y  G E N E R A L  *•

Mark L. Ftfgura
As si s ta n t  ̂ Attorney General 
Co unsel for^A la ska Public 
Uti lities  C o m m i s s i o n  Staff
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STATE OF A L A S K A

THE A L A S K A  PUBLIC UTI LI TI ES CO MM I SS IO N

B efore Commissioners: Carolyn S. Guess, Chairm an  
Marv in  R. W ea t h e r l y  
Susan M. Knowles 
Diana E. Snowden 
Louis E. Agi

In the Matter of a T a ri ff  Filing 
by E N S T A R  NA TU RAL GAS COMPANY, 
Designated  as TA36-4, Requesting 
Approval of Gas Supp l y C on t ra ct s 
and Related Tariff Re visions

U-83-2

C E R T IF I CA T IO N OF MAILING

That I am an

ce rtifies as follows: 

ifc) S~T — --- in the of fices of

the Alaska Public Ut ilit ie s Commission, 420 L Street, Suite 100, 

Anchoi ac,c, Alas ka  99501.
J

That on the 1 day of February, 1903, I mailed  true

and accurate copies with po stage thereon to the parties indicated 

on the attached servic e list

STAFF RECO MM E N DA T IO N

in the above entitled cause.

DATED
A -

at Anchorage, Alaska, this day of February, 1983.

G-

• V . : ' '■J’i  *’• !•' • \
. .. * . # / .*
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SERVICE LIST

Ju li a n L. Mason, Esquire 
510 b Street, Suite 312 
Anchorage, A K  99501
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AGREEMENT

THIS AGREEMENT, made as of January J I O  , 1983, by and between 

CHEVRON U.S.A. INC., a California corporation (hereinafter called "Seller"), 

and CHUGACH ELECTRIC ASSOCIATION, INC., an Alaskan non-profit electric 

cooperative membership corporation (hereinafter called "Buyer").

W I T N E S S E T H

Whereas, Seller, then called Standard Oil Company of California and 

Buyer entered into an Agreement as of January 1, 1973, for the sale and 

purchase of a portion of Seller's share of natural gas produced from the 

Beluga River Unit for the operation of Buyer's Beluga Station electric 

generation facility; and

Whereas, pursuant to said January 1, 1973, Agreement, Seller agreed 

to sel? and deliver to Buyer, and Buyer agreed tc purchase and receive from 

Seller, voli •'es of gas at delivery rates as requested by Buyer from time to 

time, but not in excess of Seller’s share of 60,000 MCF per day; and

Wh ereas, Buyer wishes to purchase from Seller, and Seller wishes to 

sell to Buyer, a quantity of gas in addition to the quantity provided for in 

the January 1, 1973, Agreement;

NOW, THEREFORE, the parties agree as follows:

1. Buyer may request delivery of additional volumes of natural gas 

in excess of Seller's share of 60,000 MCF per day frv,m the Beluga River Unit 

and Seller shall use its best efforts to deliver the requested additional 

volumes from said Unit up to but not in excess of Seller's share of 20,000 MCF 

per uay.

2. Buyer shall pay to Seller $1.48 (One Dollar and 43/100) per One 

Million Btii's for Seller's share of additional volumes of natural gas 

delivered at Buyer's request pursuant hereto.

3. The total volume of natural gas delivered by Seller to Buyer 

hereunder shall not exceed one billion cubic feet (1 BCF).

4. Each of the parties hereto will use its "best efforts" to 

comply with the terms and conditions hereof, but if either party is unable to 

comply herewith due to circumstances beyond its reasonable control, it shall 

not be liable therefor to the other party.



5. Provisions identical to those contained in the January 1, 1973,

Agreement which relate to Statements and Payment, Quality, Temperature, 

Delivery Pressure, Delivery, Gas Measurement, Extraction, Taxes, Title, Force 

Majeure, Conflicts and Notices are part of this Agreement as if said 

provisions were fully set forth herein.

6. This Agree:. :nt shall be effective for a period commencing 

January 1, 1983, and ending at midnight on May 31, 1983

IN WITNESS WHEREOF, the parties hereto have executed this Agreement 

as of the day and year first above written.

CHEVRON U.S.A. INC.

(Seller)

BY:
Thomas N. Finical, Jr. 
Manager, Natural Gas Sales

M  •

CHUGACH ELECTRIC ASSOCIATION, INC. 

(Buyer)

General Manager

Page 2



3000 Spenard Road , o  \ 6
RO. Box 6288 ' j 'O 1 ~ O ̂
Anchorage. Alaska 99502
fqf)7l?77.S551 O  * K  <  — - ‘L .

K r . Tern Kolaslnskl 
Chugach E le c t r ic  Association 
P. 0. Box 3518 
Anchorage, Alaska 99501

Dear Tom:

We have negotiated a contract with Shell. Oil Company to purchase 
th e ir  share of gas at the Caluga Gas F ie ld  which is not presently com­
mitted to Chugach. There w i l l  be time required for the necessary APUC 
approval and for financing and construction of a gathering system and 
pipeline to Anchorage, but we regard th is  development as a key to m ini­
mizing energy costs in the r a i lb e l t  area. S p e c i f ic a l ly ,  without th is  
gas, progressively increasing use of o il  for power plant fuel for peak 
period use would have been necessary. S im i la r ly ,  construction of mar­
ginal hydroe lectr ic  plants such as the $500 m il l io n  Bradley Lake project 
may now be deferred or superseded. We s t i l l  expect the Susitna project 
to proceed, however, and we are g Iv In j  I t  our support p u b lic ly .

I t  Is  our Intent to provide whatever production of gas you may 
require next w in ter , above your present Beluga supply, from Shell — and 
from Arco and Chevron i f  they so agree — up to the l im it  of what they 
can produce, and to o ffe r  th is  gas to you at our t a r i f f  rate , for which 
the base price cu rrently  is  $1.2005 per Mcf. We would recover our cost 
of the gas through the usual operation of our flow-through t a r i f f  pro­
v is ion  which spreads Increased costs of gas tcross our en tire  rate 
s tru c tu re , Including Chugach1s purchases. The benefit to us Is that 
th is  purchase w t l l  enable us to commit to take a l l  of S h e l l 's  Beluga gas 
over the contract period. Chugach and our other power plant customers 
and th e ir  customers would benefit by having th is  gas supply d isplace the 
use of o i l  which otherwise would be required;. l.n e ffec t  th is  Beluga gas 
w i l l  su b stan t ia l ly  d isplace (or supplement) the purchase of North Cook 
In le t  royalty  gas from the Stnte of Alaska which was discontinued la s t  
w in te r , except for peaking purposes, as a re su lt  of our price dispute 
with the State .

We have f i le d  our contract with Shell with the APUC.. I f  you con­
cur, we would request th e ir  approval of the new location for serv ice  to 
you as described above. Our proposed contract with Shell provides th e ir

January 31» 1983 g}'
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Tom Kolasinski
Chugach E le c t r ic  Assoc?at; on 
January 31, 1983 
Page Two

best e f fo rts  to have 25 m l l l jr,n cubic feet per day ava ilab le  by January 
1, I 98A and 50 m il l io n  cubic feet per day firm at the eind of 1Q86 (or 
sooner). We expect to begin taking th is  gas Into our Anchorao system 
in 198*: or 1985, as soon as p racticab le  a f te r  completion of the neces­
sary new gathering and transmission systems.

As a natural part of our position In th is  matter, we could reim­
burse your costs for any gas you pay for but do not take under your 
present Beluga contract, and a f te r  our transmission l ine  is completed, 
we could purchase and taka from you such gas as you cannot take, under 
your ex is t ing  contract with the Beluga producers. We re a l iz e  that as 
your load grows there w i l l  be progressively less of th is  pay-no-take gas 
a v a i la b le ,  but In the context of cur o ffe r to r o l l - in  our gas to you for 
peaking, we believe i t  is  only reasonable that we take whatever of your 
base load gas which you would be unable to take cu rren t ly .  The trade­
o ff  would be natural even i f  the volumes Involved were not balanced.

Very t ru ly  yours,

ENSTAR Natural Gas Company

Dale Teel 
President

DT/Jms . . . . .

cc: Alaska Public U t i l i t i e s  Commission



— “
BNSTAR ENSTAH Natural Gas Company

3000 Spenard Poad 
RO. Box 6288 
Anchorage. Alaska 99502 
(907) 277-5551

January 27, 1983

Alaska Public U t i l i t i e s  Commission 
1»20 L Street, Suite 100 
Anchorage, Alaska 99501

Attention: Commissioner Diana Snowden

Dear Commissioner Snowden

This win' confirm e a r l ie r  expressions to you by telephone regarding 
the Commission's timely emergency approval of our Interim purchasing of 
"Beaver Creek" gas during the cold spell of January 8-16. With th is  new 
supply supplementing our other sources (Kenai f ie ld  and State royalty 
gas), we were able to achieve hourly delivery rates of 220 m illion  cubic 
feet per day so that there was no interruption of gas to any customers. 
Considering the mechanical and e le c t r ic a l  problems experienced during 
that period by the e le c t r ic  u t i l i t i e s ,  i t  was most fortunate that these 
problems were not compounded by a need for fuel switching.

We should also report that each of our operating suppliers —
Union, Marathon, and P h i l l ip s  — cooperated with us most generously 
during that period. Each of them deserves high praise for that cooper­
ation but each have chosen not to receive "public mention".

Naturally we are also very proud of orr own operating personnel, 
who reacted unstin tlng ly to the overload of service work which resulted 
froix the power outages. A ll in a l l ,  we s incere ly  hope that from these 
problems a new era of cooperation and emergency planning w i l l  resu lt and 
w i l l  help prevent or minimize s im ila r  problems in the future. Your 
emergency approval of our Beaver Creek gas supply was a key In keeping 
the problems manage/.ble.

We trust that formal approval of the "Beaver Creek" contract and 
the "Beluga" contract can be given In the early future so that we can 
obtain the e a r l ie s t  schedule of financing and construction and be fu l ly  
prepared for future peak loads.

Sincerely

ENSTAR Natural Gas Company

Dale Teel 
President

DT/dms
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January , 1983

In reply refer to: Tariff Section
File: TA ‘

Dale Teel, President 
Enstar Natural Gas Company 
P. 0. Box 6288 
Anchorage, Alaska 99502 .

Dear Mr. Teel:

• - i» »

L;Vr .

Enclosed are validated copies of the special contract between 
Marathon Oil Company and Alas k a  Pipeline Company and the tariff 
sheets which were filed on December .17, .1982, by Enstar Natural 
Gas Company. The contract and tariff sheets, filed under TA36-4, 
were approved on an interim basis b y  Order No. 1 in Docket U-83-2, 
effective January 7, 1983.. Please note .that Staff has corrected 
the revision numbers on sheet 23. :;. V, . • ’ . ‘ • .y
, . \  •" ' ■ < • '•• •’ i. 'J

■ •• • .. w Very truly yours, • " • • ..*.<r r.-«

; ALASKA PUBLIC UTILITIES COMMISSION

" f g f  ( L u d L  f t ) . . . .  -
9*. M;'- ' • .S'-' /T »•. • '  •. ?{■ V *4- i i  • ,\iV

? ■ ■ ■ *■ ■: 0  •. ■. ;:\ ■ • $ ■••• ^ $ 8 a *  '

* V ; \  . . Judith M. White r • : , $
Chief, Tariff Section •••• •fV-’
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D E C  1  7 1982O r i g i n a l 1 1 Public Utilities Comml§§iQi
State o f  Alaska

I
i

i
i

'.'STAR MATURAL GAS COMPANY_____________________ !____________________

Purcnased Gas Cost Adjustment
The cost of gas base rate, effective January 1, 1331, is S.6433 
per Mcf. Billings to customers will be increased to reflect the 
amount by which the weighted average unit cost of gas exceeds the 
base rate and decreased to reflect the amount by which the weighted 
average unit cost of gas is less than the base rate in accordance 
with the procedure set forth in (e.) below.

Gas Cost Balance Account

The utility shall maintain a Gas Cost 3alance Account commencing 
June 1, l°8l. The Gas Cost Balance Account will consist of the 
debit or credit balance remaining in account 131.00 "Unrecovered 
Purchased Gas Costs" at May 31, 1931, plus or minus the sum 
of the debit and credit entries prescribed. The prescribed entries 
are as follows:

(1) A debit entry equal to the actual purchased gas cost 
during the month.

(2) A credit entry equal to the total number of Mcf of gas 
sold during the month multiplied by the weighted average 
unit cost of gas as computed in (e.) below.

(3) A debit entry equal to interest on the average of the sum of (C)
the balances in this account and account lop.05 (Prepayments- (C)
Gas) at; the beginning of the month and the balances in such (c)
accounts after entries (I) through (2) above, if the average (C)
balance Is a debit (credit entry if the average balance Is a 
credtt). Interest charged will be at a rate equal to the
lesser of or interest credited will be at a rate equal to the 
greater of the most recent Commission determination of weighted 
average cost of caoltal of the Company or the prime rate 
charged by Chemical Bank of New York on the last business day 
of the month.

Revision of Purchased Gas Cost Adjustment

(1) On or before January 1 of each year (but not less than 45
days before the proposed effective date of change -‘•the 
"Revision Date") the Company will by' tariff advice letter 
file the information required by 3AAC 48.275(a) and the 
Determination of Purchased Gas Cost Adjustment detailed In 
(e.) below to reflect the change in the average unit cost 
of purchased gas for the ensuing twelve months.

^Pursuant to Order No. 1, U-83-2
• T  A  -J I *  I. JAN 7  1983

ENSTAR Natural Gas Company

T r e a s u r e r
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State o f  A laska 
.Pub lic Utilities Commission

ENSTAR NATURAL GAS COMPANY

Revision of Purchased Gas Cost Adjustment (continued)

(2) After making the annual January filing required by (1) above, 
the Company may, but not more often than quarterly, revise 
the Purchased Gas Cost Adjustment to reflect chances in the 
average unit cost of purchased gas by filing the information 
outlined in (e.) below by tariff advice letter.

(3) Unless sooner authorized by the Commission, the revised 
Purchased Gas Cost Adjustment will be effective for ail 
billings subsequent to the Revision Date.

Determination of Purchased Gas Cost Adiustment

(1) Current average cost of system gas supply:

Base Supply 
Contracts

a) Kena.i Field
b) North Cook
c) Westfork
d) Other

3eaver Creek 
Be 1 uga

e) Total

Est imated 
Purchases *

k
Mcf
Mcf
Mcf
Mcf
Mcf

Effective Rate 
on (Date)

n n
$/Mcf
$/Mcf
$/Mcf

S/Mcf
$/Mcf

Tota 1 
(A x 3)

(cl

(2) Balance of Gas Cost Balance Account 
(immediate prior month end) 
(negative if credit balance)

(3) Estimated Interest Charge (Credit) 
pursuant to c. (3) above

(4) Total of (1), (2), and (3) above

(5) Mcf Sales*

(6) Weighted Average Unit Cost of Gas ( 4 ? 5 )

(7) Cost of Gas Base Rate

(8) Purchased Gas Cost Adjustment ( 6 - 7 )

For a  month period beginning ___  ,___

;Pursuant to Order No. 1, U-83-2
TA 36-4

£ 1 1 •< r i * « • '.IAN 7 1983
lliv.tf‘1 bfl  ,-,  ■ ,__ -

v Division pf i AK Corporation

__________

ENSTAR Natural Gas Company

T r e a s u r e r

(c)
(c)

(c)
(0

n H l  3 .  Mini .>• man



NOTICE OF U T I L I T Y  TARIFF FILING

The ALA SKA PUBLIC UT I LI T IE S  C O M M I S S I O N  h e re by  gives 

notice that ENS TAR N A T U R A L  GAS C O M P A N Y  (Enstar), a gas utility, 

has filed a tariff advice (TA35-4) which includes two gas pu r ch a s e  

c on t ra ct s and changes to En s ta r 's  tariff p ro vi s io n s for purchas ed  

g as  cost a d j u s t m e n t s  (PGCA). Enstar states that the contracts, 

be tw e en  Alaska P i p e l in e C o m p a n y  and two pr od ucers (Shell Oil 

C o m p a n y  and Ma r at h o n  Oil Company), provide d e l i v e r a b i l i t y  and 

rese rves to c o m p l e m e n t  the ex is ting Kenai gas sup ply at a base 

price of $2.32 per M C F  (plus 35£/MC F for premi um  delive ra b il it y ).  

T he  base pr ic e is a d j u s t e d  up or down with the change in the price 

of fuel oil.

Ens tar states that it also proposes to change the p r e­

sent PG C A p r o v i s i o n s  to include gas costs from the new c o n t r a ct s  

including interest costs on gas in jntoried under the take or pay 

p ro v is i o n s  of the contracts.

If after in vesti g at i on  the Commis s io n  finds a rate or 

c l a s s i f i c a t i o n  d i f f e r e n t  from that proposed by Enstar is r e a s o n­

able, the C o m m i s s i o n  may ap pro ve a rate or cl a ss i f i c a t i o n  which 

va ries from that proposed. *

De t ai l ed  in fo r ma ti o n may  be obtained from the ut il it y 

w h os e  add re ss  is P.O. Box 6288, Anchorage, Alaska 99502. The 

filing may be inspected at the offices of the Al as ka  Publ ic U t i l­

ities Co mm is s io n,  420 "L" Street, Suite 100, Anchorage, Alask a 

99501.

A ny i nt er es ted p erso n may file a st a te me nt  of views 

fa voring or op posing this tariff filing with the Ala sk a Publ ic 

U t i l it i es  C o m m i s s i o n  on or bef or e Ja nu a r y 21, 1983. As required 

by the Al as ka A d m i n i s t r a t i v e  Code, any st at em ent filed wi th the 

C o m m i s s i o n  sho ul d c l e a r l y  af fi rm that the interested pe rs on has 

filed a true c o p y  of the st a t em e nt  with Enstar.DATED a t  A n c h o r a g e ,  A l a s k a ,  t h i s  2 3 r d  d a y  o f  D e c e m b e r ,  1 9 8 2 .A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N
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ENSTAR Natural Gas Company
3000 Spenard Road 
PO. Box 6288 
Anchorage, Alaska 99502

December 17, 1982

Alaska Public  U t t l l t l e s  Commission 
420 L S tree t ,  Su ite  100 
Anchorage, Alaska 99501

Dear CorrenIssloners:

Subject: T a r i f f  Advice Le tte r 36-4

The attached t a r i f f  f i l in g  Is transmitted to you fo r f i l i n g  In 
compliance with the Alaska Public  U t i l i t i e s  Commission Act and Sections 
3AAC 48.200 - 3AAC 48.420 of the Alaska Adm inistrative Code:

T a r i f f  Sheet Cancels Sheet Schedule or Rule
Number Revision Number Rev Is ion Number

23 2 23 Revision 1 708
24 2 , 24 Revision 1 708

This t a r i f f  rev is ion  "flows through" the coat of gas purchased 
under two new gas supply contracts (the Beaver Creek and Beluga contracts) 
Cost which must be "flowed through" Is the cost, of the gas purchased 
Including the carrying ( I . e . ,  In te rest) cost of gas Inventoried, I f  any, 
under the take or pay provisions of the contracts . We believe the 
a b i l i t y  to flow through In te rest cost of gas Inventoried by take or pay 
under the Beaver Creek and Beluga contracts , while e ss e n t ia l ,  is  not 
l ik e ly  to be a material matter. The t a r i f f  f i l i n g  a f fe c ts  a l l  our 
customers.

The contracts have s ig n if icance  for our customers tantamount to the 
advent of natural gas se rv ice  In Anchorage twenty-one years ago and w i l l  
be as benefic ia l to the ratepayers as the 1971, 1974, and 1977 contracts . 
The new contracts ' base price of gas Is $2.32, much less than the cur- 

v rent price  of In te rrup t lb le  gas ($4.94 per Mcf) at the Canadian border
j V  }J and always would be su b stan t ia l ly  less than the equivalent price  of fuel

t which cu rren tly  Is about $7.00 per Mcf. The contracts assure that
t'* , 1/  j y  natural gas In Anchorage should continue among the lowest costs for

1 / ° ' K energy In the country. The contracts are a lso  very s ig n if ic a n t  to the
j J * '  people of the Matanuska Va lley  as we plan to apply to amend our c e r t i f i ­

cates to tnclude a portion of the'Matanuska-SusItna Borough as soon as 
possib le .

;0<5



Alaska Public U t i l i t i e s  Commission 
December 17, 1982 
Page Two

The contracts (copies attached) are with Shell Oil Company, a 
producer at the Beluga gas f i e ld ,  and Marathon Oil Company, 3 producer 
at the Beaver Creek gas f i e ld .  The contracts provide d e l iv e ra b i l i t y  and 
reserves which complement our ex is t ing  Kenai gas supply at very a t t r a c ­
t iv e  prices and give us adequate gas supplies for the next f i f te e n  
yea rs . The base price  of $2.32 (plus $0.35 per Mcf for premium d e l iv e r ­
a b i l i t y )  per Mcf is  adjusted up or down with the change In the price  of 
fuel o i l .  The take or pay provisions of the contracts allow us to 
Inventory gas " In  the ground" at no additional operating cost.

Since the Beaver Creek gas supply (from Marathon Oil Company) is 
already connected to our system, we believe there should be no delay 
whatever in ap p ly in g  flow through of Beaver Creek gas cost. The Beaver 
Creek gas w i l l  re su lt  In rate payer savings whenever i t  can be su b st i­
tuted for more expensive ($3.22) roya lty  gcs - which may be needed at 
any time th is  w inter .

The Beluga gas supply (from Shell Oil Company) would not begin 
physical d e l ive r ie s  into our ex is t ing  se rv ice  area un t i l  completion of 
the necessary gas transmission l in e ,  In 1984 or 1985. The Beluga gas 
transmission l in e  would be run through the Susitna Va lley  and around 
Knik Arm to Anchorage. I t  w i l l  enable us eventually  to o ffe r  natural 
gas u t i l i t y  se rv ice  to communities such as Was 111a and Palmer and en­
v iro n s . We have proceeded on the assumption that these new contracts 
and the new p ipe line  would be appropriately treated as an extension A  
our operations and our se rv ice  area rather than a separate operation or 
se rv ice  area in any sense, and that our t a r i f f s  In the added serv ice  
area would be the same as In the present se rv ice  area.

The new contracts are mutually dependent and must be considered 
together. Neither contract alone provides adequate d e l iv e ra b i l i t y  or 
reserves. The contracts were negotiated and executed simultaneously but 
independently at arm's length.

We believe  that these gas contracts are exemplary In th e ir  s t ru c­
ture and terms, and re f le c t  the competition in e f fe c t  lo c a l ly  as well as 
the aggressive a tt itudes of the respective producers as S e l le r s ,  ENSTAR 
Natural Gas as Buyer, and ENSTAR Corporation as the equity holder and 
probable equity investor for the expansion of our transmission system.
We are not aware of any contracts of th is  magnitude in recent years 
which contain pric ing and de liverab111ty features so favorable to the 
rate payer. Further, these prices should assure that gas w i l l  continue 
to be ava ilab le  at a fract io n  of the price of heating o i l .



Alaska Public U t i l i t i e s  Commission 
December 17, 1982 
Page Two

In accordance with the Commission's Order in U-81-101, the con­
tra c ts  are expressly subject to Commission approval. The contract 
deadline for approval by the Commission is  90 days from execution. We 
are aware of the Corrcnisston's crowded calendar but we need to proceed 
promptly on the Beluga p ipeline In order to have construction underway 
by next f a l l .  We need to be proceeding with design, r ight of way (permit 
app lica t ions , engineering, m ateria ls  ordering, and construction'b id 
In v ita t io n s ,  at the very e a r l ie s t  opportunity, p a ra l le l  with the seeking 
of financing.

'nder the Beluga contract, we must obtain financing for the pipe­
l in e  w ith in  180 days of contract execution. Obtaining financing w i l l  be 
d i f f i c u l t ,  may be Impossible, and cannot be approached u n t i l  the con­
trac ts  and th is  t a r i f f  rev is ion  are approved. Consequently, the Commis­
s io n 's  b b i l i t y  to expedite consideration of th is  f i l in g  is of the utmost 
Importance.

We w i l l  be pleased to discuss th is  T a r i f f  Advice Lette r with you at 
length e ith e r  formally or Inform ally . We resp ectfu lly  request an expe­
dited decision approving the two new gas supply contracts and the re v i­
sion of our Purchase Gas Cost Adjustment so that we can proceed as 
outlIned .

Very t ru ly  yours,

ENSTAR Natural Gas Company

Dale Teel 
Pres 1 dent

DT/dms
Enclosures
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b . Purchased Gas Cost Adjustment

The cost of gas base rate, e ffective  January ' i  1981, is $.6439 
per Mcf. B i l l ings  to customers w i l l  be increased to re flect the 
amount by which the weighted average unit cost of gas exceeds the 
base rate and decreased to re f lect  the amount by which the weighted 
average unit cost of gas Is less than the base rate In accordance 
with the procedure set forth In (e .) below.

c . Gas Cost Balance Account

The u t i l i t y  shall maintain a Gas Cost Balance Account commencing 
June 1, I98I .  The Gas Cost 8alance Account w il l  consist of this 
debit or credit balance remaining in account 191.00 "Unrecovered 
Purchased Gas Costs" at May 31, 1981, plus or minus the sum 
of the debit and credit entries prescribed. The prescribed entries 
are as follows:

(1) A debit entry equal to the actual purchased gas cost 
during the month.

(2) A credit entry equal to the total number of Mcf of gas 
sold during the month multiplied by the weighted avirage 
unit cost of gas as computed in (e .) below.

(3) A debit entry equal to interest on the average of the sum of (c)
the balances in this account and account 165.05 (Prepayments- (C)
Gas) at the beginning of the month and the balances in such (c)
accour.ts a fter entries (1) through (2) above, i f  the average (c)
balance Is a debit (credit entry i f  the average balance Is a 
c re d it ) .  Interest charged wi l l  be at a rate equal to the
lesser of or Interest credited wi l l  be at a rate equal to the 
greater of the most recent Commission determination of weighted 
average cost of capital of the Company or the prime rate 
cnarged by Chemical Bank of New York on the last business day 
of the month.

d. Revision of Purchased Gas Cost Adjustment

(1) On or before January 1 of each year (but not less than 45
days before the proposed effective date of change -.the 
"Revision Date") the Company wi l l  by .ta r if f  advice lotter 
f i l e  the Information required by 3AAC 48.275(a) and the 
Determination of Purchased Gas Cost Adjustment detailed In 
(e, )  below to re f lec t the change in the average unit cô C 
of purchased gas for the ensuing twelve months.

T t n t t  H * . ^  36-4

ENSTAR Natural'Gas Company
(vi sion or/stN l̂AK uorporacion

T reasurer
B i l l  B. Hickman



Cancelling

 Revis ion 1

ENSTAR NATURAL GAS COMPANY

d. Revision of Purchased Gas Cost Adjustment (continued)

(2) After making the annual January filing required by (1) above, 
the Company may, but not more often than quarterly, revise 
the Purchased Gas Cost Adjustment to reflect changes in the 
average unit cost of purchased gas by filing the information 
outlined In (e.) below by tariff advice letter.

(3) Unless sooner authorized by the Commission, the revised 
Purchased Gas Cost Adjustment will be effective for all 
billings subsequent to the Revision Data.

(1)

(2)

(3)

(*)

(5)
(6 )

(7)

(8) 

For a

Cost of Gas Base Rate 

Purchased Gas Cost Adjustment ( 6 - 7 ) 

 month period beg inn Ifg_________,

Current average cost of system gas supply:

Base Supply Estimated Effective R;-te Tota 1
Contracts Purchases* on (Date) (A x B)

(a ) (B) (C)
a) KenaJ Field Mcf S/Mcf $
b) North Cook Mcf $/Mcf $
c) Westfork Mcf S/Mcf $
d) Other

Beaver Creek Mcf $/Mcf $
Beluga Mcf $/Mcf $

a) Total

Balance of Gas Cost Balance Accoui>t ______, ___
(immediate prior month end)
(negative If credit balance) $

Estimated Interest Charge (Credit)
pursuant to c. (3) above $

Total of (1), (2), and (3) above $

Mcf Sales* $

Weighted Average Unit Cost of Gas ( k ? 5 ) $

Cci
( 0

(c)(c)

T e n  I t  A C v ic*
^ TA_36-^ 11 i« ik«i

ItlUCal k f l
ENSTAR Natural Gas Company 
DIvisj'on of tWS IAR Corporation

»T  > T i f H .
Treasu re r

Bill B. Hickman,



* ̂
Alaska Pipeline Company
3000 Soenard Road 
P.O. Box 6288 
Anchorage. Alaska 99502 
(907)277-5551

The Contract Wlth

Shell Oil Company

At the Beluga Gas Field 

Signed In Houston December 17, 1982 

Will be Hand Delivered to the APUC 

On Monday, December 20, 1982 

Pursuant to Reference Made To o'ame 

In Our Tariff Advice tetter 36-**

Dale T e e l , President 

Alaska Pipeline Company
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GAS PURCHASE CONTRACT

T H T S  C O N T R A C T  i s  m a d e  a n d  e n t e r e d  i n t o  a s  o f  t h i s  ______

d a y  o f  __________________ , 1 9 3 2 ,  b y  a n d  b e t w e e n  S h e l l  O i l  C o m p a n y ,

a D e l a w a r e  c o r p o r a t i o n  ( h e r e i n a f t e r  r e f e r r e d  t o  a s  

" S e l l e r ”), a n d  A L A S K A  P I P E L I N E  C O M P A N Y ,  a n  A l a s k a  c o r p o r a T 

t i c n  ( h e r e i n a f t e r  r e f e r r e d  t o  a s  " B u y e r " ) ;

W I T N E S S E T H :

W H E R E A S ,  S e l l e r  n o w  o w n s  a n d / o r  c o n t r o l s  a n  i n t e r e s t  in 

c e r t a i n  o i l ,  g a s  a n d  m i n e r a l  l e a s e s  in t h e  B e l u g a  G a s  F i e l d  

a r e a ,  C o o k  I n l e t ,  A l a s k a ;  a n d

W H E R E A S ,  B u y e r  is e n g a g e d  in t h e  p u r c h a s e ,  t r a n s m i s s i o n  

a n d  s a l e  o f  n a t u r a l  g a s  i n  t h e  S t a t e  o f  A l a s k a ;  a n d

W H E R E A S ,  t h e  B e l u g a  F i e l d  is  c u r r e n t l y  r e m o t e  f r o m  

p i p e l i n e  f a c i l i t i e s  n e c e s s a r y  t o  m a r k e t  B u y e r ' s  n a t u r a l  g a s  

r e s e r v e s  i n  t h e  C o o k  i n l e t  a r e a ;  a n d

W H E R E A S ,  B u y e r  is  w i l l i n g  t o  c o n s t r u c t  a n d  o p e r a t e  a 

n e w  p i p e l i n e  s y s t e m  t o  t r a n s p o r t  n a t u r a l  g a s  f r o m  t h e  B e l u g a  

G s s  F i e l d ;  a n d

W H E R E A S ,  S e l l e r  d e s i r e s  t o  d e l i v e r  a n d  s e l l  t o  B u y e r  

a n d  B u y e r  d e s i r e s  t o  r e c e i v e  a n d  p u r c h a s e  f r o m  S e l l e r  c e r ­

t a i n  n a t u r a l  g a s  u p o n  t h e  t e r m s  a n d  c o n d i t i o n s  h e r e i n  s e t  

f o r t h ;
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NOW,, T H E R E F O R E ,  f o r  a n d  i n  c o n s i d e r a t i o n  o f  t h e  s u m  o f  

T e n  C o l l a r s  ( $ 1 0 . 0 0 )  a nd  o t h e r  g o o d  and v a l u a b l e  c o n s i d e r a ­

t i o n ,  p a i d  b y  B u y e r  to S e l l e r ,  t h e  r e c e i p t  .<d s u f f i c i e n c y  

o f  w h i c h  a r e  h e r e b y  a c k n o w l e d g e d ,  and o f  t h e  m u t u a l  c o v e ­

n a n t s  a n d  a g r e e m e n t s  h e r e i n  s e t  f o r t h ,  t h e  p a r t i e s  h e r e t o  

a g r e e  a s  f o l l o w s :

A R T I C L E  I: D E F I N I T I O N S

E x c e p t  w h e r e  t h e  c o n t e x t  o t h e r w i s e  i n d i c a t e s  a n o t h e r  o r  

d i f f e r e n t  m e a n i n g  o r  i n t e n t ,  t h e  f o l l o w i n g  t e r m s  a r e  

i n t e n d e d  a n d  u s e d  h e r e i n  a nd  in E x h i b i t  A  arx. s h a l l  b e  

c o n s t r u e d  t o  h a v e  t h e  m e a n i n g s  as f o l l o w s :

1 .1 T h e  t e r m  " d a y '  s h a l l  m e a n  a p e r i o d  o f  t w e n t y - f o u r  

( 2 4 )  c o n s e c u t i v e  h o u r s  b e g i n n i n g  a n d  e n d i n g  a t  

8 : 0 0  A.tf. A l a s k a  S t a n d a r d  T i m e .

1 . 2  T h e  t e r m  " m o n t h "  s h a l l  m e a n  a  p e r i o d  b e g i n n i n g  a t  

8 : 0 0  A . M .  o n  t h e  f i r s t  d a y  o f  t h e  c a l e n d a r  m o n t h  

a n d  e n d i n g  a t  8 : 0 0  A . M .  o n  t h e  f i r s t  d a y  o f  t h e  

n e x t  s u c c e e d i n g  c a l e n d a r  m o n t h .

1 . 3  T h e  t e r n  " c o n t r a c t  y e a r "  s h a l l  m e a n  a n y  p e r i o d  o f

t w e l v e  (12) c o n s e c u t i v e  c a l e n d a r  m o n t h s  d u r i n g  t h e  

l i f e  o f  t h i s  c o n t r a c t  b e g i n n i n g  a t  8 : 0 0  A . M .  o n

t h e  f i r s t  d a y  o f  J a n u a r y  f o l l o w i n g  t h e  d a t e  o f

i n i t i a l  d e l i v e r y  o f  g a s  h e r e u n d e r  an C a n y  a n n i v e r ­

s a r y  o f  s u c h  d a t e  d u r i n g  t h e  t e r m  h e r e o f .
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1 . 4  T h e  " i n i t i a l  p e r i o d "  s h a l l  m e a n  t h e  p e r i o d  b e g i n n ­

i n g  o n  t h e  f i r s t  d a y  o f  d e l i v e r y  a n d  e n d i n g  a t  

8 : 0 0  A . M .  o n  t h e  s t a r t  o f  t h e  f i r s t  c o n t r a c t  

y e a r .

1 . 5  T h e  t e r m  " c a l e n d a r  y e a r "  s h a l l  m e a n  a  p e r i o d  o f  

t w e l v e  (12) c o n s e c u t i v e  m o n t h s  b e g i n n i n g  o n  t h e  

f i r s t  d a y  o f  J a n u a r y  o f  a n y  c a l e n d a r  y e a r .

1 . 6  T h e  t e r m  " g a s "  s h a l l  m e a n  n a t u r a l  g a s  m e e t i n g  t h e  

s t a n d a r d s  s e t  f o r t h  in  A r t i c l e  V I  h e r e o f .

1 . 7  T h e  te~.m " c u b i c  f o o t  o f  g a s "  m e a n s  t h e  v o l u m e  o f  

g a s  c o n t a i n e d  i n  o n e  c u b i c  f o o t  o f  s p a c e  a t  a 

s t a n d a r d  p r e s s u r e  b a s e  o f  f o u r t e e n  an d s i x t y - f i v e  

o n e - h u n d r e d t h s  ( 1 4 . 6 5 )  p o u n d s  p e r  s q u a r e  i n c h  

a b s o l u t e  a nd  a s t a n d a r d  t e m p e r a t u r e  b a s e  o f  s i x t y  

d e g r e e s  F a h r e n h e i t  ( 6 0 *  F . ) .  F o r  t h e  p u r p o s e s  o f  

m e a s u r e m e n t . ,  c a l c u l a t i o n s  and m e t e r  c a l i b r a t i o n s ,  

t h e  a t m o s p h e r i c  p r e s s u r e  s h a l l  b e  a s s u m e d  to b e  

f o u r t e e n  p o i n t  s e v e n  ( 1 4 . 7 )  p o u n d s  p e r  s q u a r e  i n c h  

a b s o l u t e .  T e m p e r a t u r e  s h a l l  b e  d e t e r m i n e d  b y  a 

r e c o r d i n g  t h e r m o m e t e r  c o n t i n u o u s l y  u s e d  a n d  

i n s t a l l e d  b y  B u y e r  s o  a s  to r e c o r d  p r o p e r l y  t h e  

t e m p e r a t u r e  o f  t h e  g a s  b e i n g  m e t e r e d ,  a nd  s p e c i f i c  

g r a v i t y  s h a l l  b e  d e t e r m i n e d  b y  B u y e r  b y  u s e  o f  t h e  

A c m e  g r a v i t y  b a l a n c e ,  o r ,  a t  t h e  o p t i o n  o f  B u y e r ,  

b y  s u c h  o t h e r  t e s t s  a n d  i n s t r u m e n t s  a s  m a y  b e  

s t a n c  *rd f o r  s u c h  p u r p o s e s  in t h e  g a s  i n d u s t r y .



1 . 8  T h e  t e r m  " M C F ,V s h a l l  m e a n  o n e  t h o u s a n d  ( 1 , 0 0 0 )  

c u b i c  f e e t  o f  g a s .

1 . 9  T h e  t e r m  " B r i t i s h  t h e r m a l  u n i t "  ( B t u )  is d e f i n e d

a s  t h e  a m o u n t  o f  h e a t  r e q u i r e d  t o  r a i s e  t h e  t e m ­

p e r a t u r e  o f  o n e  p o u n d  o f  w a t e r  f r o m  f i f t y - n i n e  

d e g r e e s  F a h r e n h e i t  t o  s i x t y  d e g r e e s  F a h r e n h e i t  a t  

a  p r e s s u r e  o f  f o u r t e e n  a n d  6 5 / 1 0 0  p o u n d ?  p e r  

s q u a r e  i n c h  a b s o l u t e .  F o r  t h e  . p u r p o s e  of t h i s  

c o n t r a c t ,  t h e  B t u  c o n t e n t  p e r  c u b i c  f o o t  

( " g r o s s " )  s h a l l  b e  d e t e r m i n e d  f o r  a  c u b i c  f o o t  o f  

g a s  a t  a t e m p e r a t u r e  o f  s i x t y  d e g r e e s  F a h r e n h e i t  

(60° F.) w h e n  s a t u r a t e d  w i t h  w a t e r  v a p o r  and a t  

a n  a b s o l u t e  p r e s s u r e  e q u i v a l e n t  t o  t h i r t y  i n c h e s  

( 3 0 " )  o f  m e r c u r y  a t  t h i r t y - t w o  d e g r e e s  F a h r e n h e i t  

( 3 2 *  F.) w h e n  t h e  p r o d u c t s  o f  c o m b u s t i o n  a r e

c o o l e d  t o  t h e  i n i t i a l  t e m p e r a t u r e  o f  g a s  and a i r  

a n d  w h e n  t h e  w a t e r  f o r m e d  b y  c o m b u s t i o n  is c o n ­

d e n s e d  t o  t h e  l i q u i d  s t a t e .

1 . ( 0  T h e  t e r m  " c o n t r a c t  a r e a "  m e a n s  t h e  a r e a  d e s c r i b e d  

in  t h e  s c h e d u l e  a t t a c h e d  h e r e t o  a s  E x h i b i t  A  a n d  

m a d e  a p a r t  h e r e o f  a n d  a s  s h o w n  o n  t h e  p l a t  

a t t a c h e d  h e r e t o  a s  E x h i b i t  B  a n d  m a d e  a p a r t  

h e r eo f ,.

1 . 1 1  T h e  t e r m  " d a i l y  d e l i v e r a b i l i t y "  s h a l l  m e a n  t h a t

q u a n t i t y  o f  g a s  w h i c h  S e l l e r  h a s  a v a i l a b l e  t o  

B u y e r  d u r i n g  e a c h  d a y  f r o m  t h e  c o n t r a c t  a r e a  w h e n

-4-



S e l l e r ' s  w e l l s  a n d  f a c i l i t i e s  a r e  p r o d u c e d  an d 

o p e r a t e d  a t  t h e  m a x i m u m  e f f i c i e n t  r a t e  o f  f l o w  

d e t e r m i n e d  b y  S e l l e r ,  o r  t h e  r a t e  p e r m i t t e d  b y  

a p p l i c a b l e  o r d e r s ,  r u l e s ,  r e g u l a t i o n s  o r  l a w s ,  

w h i c h e v e r  is t h e  l e s s e r  a m o u n t .

1 . 1 2  T h e  t e r m  " p r i c e "  s h a l l  m e a n  t h e  p r i c e  t o  b e  p a i d  

b y  B u y e r  t o  S e l l e r  f o r  g a s  d e l i v e r e d  to B u y e r  

h e r e u n d e r  a s  p r o v i d e d  f o r  in  A r t i c l e  V I I  h e r e o f .

1 . 1 3  T h e  t e r m  " a n n u a l  c o n t r a c t  q u a n t i t y "  o r  " A C Q "  s h a l l  

m e a n  t h e  q u a n t i t y  o f  g a s  w h i c h  S e l l e r  a g r e e s  t o  

s e l l  a n d  d e l i v e r  t o  B u y e r  a n d  B u y e r  a g r e e s  to t a k e  

a n d  p a y  f o r ,  o r  p a y  f o r  if a v a i l a b l e  w h e t h e r  t a k e n  

o r  n o t ,  d u r i n g  e a c h  c o n t r a c t  y e a r  d u r i n g  t h e  t e r m  

h e r e o f .

1 . 1 4  T h e  t e r m  " a v e r a g e  d a i l y  c o n t r a c t  q u a n t i t y "  s h a l l  

m e a n  o n e / 3 6 5 t h  o r  t h e  a n n u a l  c o n t r a c t  q u a n t i t y  

c o m m i t t e d  b y  B u y e r  t o  S e l l e r  h e r e u n d e r .

1 . 1 5  T h e  " t e r m  o f  t h i s  c o n t r a c t "  s h a l l  m e a n  t h e  p e r i o d  

d u r i n g  w h i c h  t h i s  G a s  P u r c h a s e  C o n t r a c t  s h a l l  

r e m a i n  in f u l l  f o r c e  a n d  e f f e c t  as  p r o v i d e d  f o r  in 

A r t i c l e  X V  h e r e o f .

1 . 1 6  T h e  t e r m  " s w i n g  r a t e "  m e a n s  t h e  m a x i m u m  o b l i g a ­

t i o n  o f  S e l l e r  t o  d e l i v e r  g a s  i n  m i l l i o n s  o f  

c u b i c  f e e t  p e r  d a y .

1 . 1 7  T h e  t e r m  " s w i n g  f a c t o r "  m e a n s  t h e  r e l a t i o n s h i p  

b e t w e e n  t h e  s w i n g  r a t e  and t h e  a v e r a g e  d a i l y  c o n -

- 5 -

m
m



t r a c t  q u a n t i t y .

F o r  e x a m p l e ,  2 0  b i l l i o n  c u b i c  f e e t  p e r  y e a r  

a n n u a l  c o n t r a c t  q u a n t i t y  d i v i d e d  b y  3 6 5  i s  5 5  

m i l l i o n  c u b i c  f e e t  p e r  d a y ;  a n d  1 1 0  m i l l i o n  C F D  

s w i n g  r a t e  ( E . G . ) ,  d i v i d e d  b y  t h i s  m i l l i o n  C F D ,  

is a  s w i n g  f a c t o r  o f  2 . 0 ,

1 . 1 8  T h e  t e r m  " S e l l e r ' s  g a s ' : s h a l l  m e a n  S e l l e r ' s  e n ­

t i r e  i n t e r e s t  in n a t u r a l  g a s  c o n t a i n e d  i n  s a n d s  

u n d e r l y i n g  t h e  c o n t r a c t  a r e a ,  p r e s e n t l y  d e v e l o p e d

I
o r  d e v e l o p e d  d u r i n g  t h e  t e r m  o f  t h i s  c o n t r a c t  

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

t r a c t s  t o  o t h e r s  a s  r e s e r v e d  p u r s u a n t  to  A r t i c l e  

I V  h e r e o f .

A R T I C L E  I I :  P O I N T  O F  D E L I V E R Y ,  C O N S T R U C T I O N  O F  F A C I L I T I E S , 

O W N E R S H I P  A N D  C O N T R O L  O F  G A S

2.1 T h e  p o i n t  o f  d e l i v e r y  f o r  a l l  ga." t o  b e  p u r c h a s e d

h e r e u n d e r  s h a l l  b e  a t  t h e  i n l e t  f l a n g e s  o f  B u y e r ' s

o r  i t s  d e s i g n e e ' s  c e n t r a l  m e t e r  s t a t i o n  t o  b e  

l o c a t e d  a t  a  m u t u a l l y  a g r e e a b l e  p o i n t  i n  t h e  c o n ­

t r a c t  a r e a .  S e l l e r  w i l l  c o n s t r u c t ,  a t  i t s  s o l e  

e x p e n s e ,  t h e  g a t h e r i n g  p i p e l i n e  a n d  o t h e r  f a c i l i ­

t i e s  r e q u i r e d  t o  d e l i v e r  t h e  g a s  p r o d u c e d  t o  t h e  

p o i n t  o f  d e l i v e r y .

2 . 2  S e l l e r  s h a l l ,  t o  t h e  e x t e n t  S e l l e r  h a s  t h e  r i g h t  

t c  d o  s o ,  f u r n i s h  t o  B u y e r ,  a t  no  e x p e n s e  t o  B u y -
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e r ,  a  s u i t a b l e  s i t e  a t  t h e  p o i n t  o f  d e l i v e r y ,  t o­

g e t h e r  w i t h  t h e  r i g h t  o f  i n g r e s s  a.jd e g r e s s ,  t o  b e  

u s e d  b y  B u y e r  f o r  B u y e r ’s o r  i t s  d e s i g n e e ' s  m e a ­

s u r i n g  a n d  o t h e r  e q u i p m e n t .  A l l  p r o p e r t y  o f  B u y e r  

p l a c e d  o n  o r  u n d e r  t h e  p r o p e r t y  o f  S e l l e r  s h a l l ,  

i n s o f a r  a s  S e l l e r  i s  c o n c e r n e d ,  b e  d e e m e d  t h e  

p e r s o n a l  p r o p e r t y  o f  B u y e r  w h e t h e r  o r  n o t  a f f i x e d  

t o  t h e  r e a l t y ,  a n d  s h a l l  a t  a l l  t i m e s  b e  s u b j e c t  

t o  t h e  a b s o l u t e  c o n t r o l  a n d  d i s p o s i t i o n  o f  B u y e r .  

S e l l e r ,  t o  t h e  e x t e n t  t h a t  S e l l e r  h a s  t h e  r i g h t  t o  

d o  s o ,  h e r e b y  g r a n t s  t o  B u y e r  a r i g h t - o f - w a y  and 

e a s e m e n t  o n  a n d  o v e r  t h e  v a r i o u s  l e a s e s  w i t h i n  t h e  

c o n t r a c t  a r e a  t o g e t h e r  w i t h  t h e  r i g h t  o f  i n g r e s s  

a n d  e g r e s s ,  f o r  t h e  c o n s t r u c t i o n ,  m a i n t e n a n c e ,  

o p e r a t i o n ,  r e p a i r  a n d  r e m o v a l  o f  t h e  p i p e l i n e s ,  

m e a s u r i n g  s t a t i o n s ,  a n d  a n y  o t h e r  f a c i l i t i e s  w h i c h  

m a y  b e  i n s t a l l e d  b y  B u y e r  o r  i t s  d e s i g n e e  in o r d e r  

t o  r e c e i v e  a n d  t r a n s p o r t  t h e  g a s  d e l i v e r e d  h e r e ­

u n d e r .

2 . 3  T i t l e  t o  a ] 1 g a s  p u r c h a s e d  h e r e u n d e r  s h a l l  p a s s  

f r o m  S e l l e r  t o  B u y e r  a t  t h e  p o i n t  o f  d e l i v e r y .  

A s  b e t w e e n  t h e  p a r t i e s  h e r e t o ,  S e l l e r  s h a l l  b e  . in 

c o n t r o l  a n d  p o s s e s s i o n  o f  t h e  g a s  d e l i v e r a b l e  

h e r e u n d e r  a n d  r e s p o n s i b l e  f o r  a n y  l o s s  o f  s u c h  g a s  

o r  f o r  a n y  d a m a g e  o r  i n j u r y  c a u s e d  t h e r e b y  u n t i l  

t h e  s a m e  s h a l l  h a v e  b e e n  d e l i v e r e d  t o  B u y e r  a t  t h e  

p o i n t  o f  d e l i v e r y ,  a f t e r  w h i c h  d e l i v e r y  B u y e r
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s h a l l  b e  d e e m e d  t o  b e  i n  c o n t r o l  a n d  p o s s e s s i o n  

t h e r e o f  a n d  r e s p o n s i b l e  f o r  a n y  l o s s  o f  s u c h  g a s  

o r  f o r  a n y  i n j u r y  o r  d a m a g e  c a u s e d  t h e r e b y .

A R T I C L E  I I I :  P R E S S U R E

3 . 1  T h e  g a s  d e l i v e r e d  h e r e u n d e r  a t  t h e  p o i n t  o f  

d e l i v e r y  s h a l l  b e  d e l i v e r e d  i n t o  B u y e r ' s  f ac il i -r  

t i e s  a t  t h e  p r e s s u r e  e x i s t i i . g  t h e r e i r .  f r o m  t i m e  t o  

t i m e  b u t  n o t  i n  e x c e s s  o f  o n e  t h o u s a n d .  ( 1 , 0 0 0  ) 

p o u n d s  p e r  s q u a r e  i n c h  g a u g e .  S e l l e r  a g r e e s  t o  

c o n t i n u e  d e l i v e r i e s  a t  s u c h  p r e s s u r e  s o  l o n g  a s  

s u c h  p r e s s u r e  i s  n a t u r a l l y  a v a i l a b l e  b u t  w h e n  t h e  

n a t u r a l  w e l l  p r e s s u r e s  d e c l i n e  S e l l e r  s h a l l  n o t  b e  

r e q u i r e d  t o  d e l i v e r  s u c h  g a s  i n  e x c e s s  o f  n a t u r a l  

w e l l  p r e s s u r e s .

3 . 2  S h o u l d  i t  b e c o m e  n e c e s s a r y  t o  i n s t a l l  c o m p r e s s i o n  

f a c i l i t i e s  i n  o r d e r  t o  d e l i v e r  g a s  h e r e u n d e r ,  s e l ­

l e r  a g r e e s  t o  i n s t a l l  s u c h  f a c i l i t i e s  a n d  o p e r a t e  

s a m e  i f  i n  t h e  s o l e  j u d g m e n t  o f  S e l l e r  i t  is  e c o ­

n o m i c a l  a n d  d e s i r a b l e  f o r  S e l l e r  t o  d o  s o .  i n  t h e  

e v e n t  S e l l e r  e l e c t s  n o t  t o  i n s t a l l  a n d  o p e r a t e  

s u c h  f a c i l i t i e s ,  i t  s h a l l  s o  a d v i s e  B u y e r ;  t h e n

B u y e r  s h a l l  f o r  a p e r i o d  o f  n i n e t y  ( 9 0 )  d a y s  h a v e
•>

t h e  r i g h t  a n d  o p t i o n  t o  e l e c t  t o  d o  s o  o r  c a u s e  

s a m e  t o  b e  d o n e .  i f  B u y e r  s o  e l e c t s  t o  i n s t a l l

/
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a n d  o p e r a t e ,  o r  c a u s e  t o  b e  i n s t a l l e d  a n d  o p e r a t - . 

ed s u c h  c o m p r e s s i o n  f a c i l i t i e s ,  t h e n  S e l l e r  a g r e e s  

t h a t  B u y e r  s h a l l  h a v e  t h e  r i g h t  t o  d e d u c t  e a c h

m o n t h  a s  a c o m p r e s s i o n  f e e ,  f r o m  t h e  p r o c e e d s  d u e  

a n d  p a y a b l e  t o  S e l l e r  h e r e u n d e r ,  B u y e r ' s  o u t - o f -  

p o c k e t  c o s t  a n d  e x p e n s e s  i n c u r r e d  i n  t h e  a c q u i s i ­

t i o n ,  i n s t a l l a t i o n  a n d  o p e r a t i o n  o f  s u c h  f a c i l i ­

t i e s  ( i n c l u d i n g  b u t  n o t  l i m i t e d  t o  t h e  v a l u e  o f  

B u y e r ' s  e q u i p m e n t  u t i l i z e d  a n d  l a b o r  c o s t s ,  i n­

c l u d i n g  f r i n g e  b e n e f i t s ) .  T h e  a m o u n t  t o  b e  d e ­

d u c t e d  e a c h  m o n t h  a n d  a n y  t e r m s  a n d  c o n d i t i o n s

p e r t a i n i n g  t h e r e t o  s h a l l  b e  s e t  f o r t h  in  a l e t t e r  

a g r e e m e n t  e x e c u t e d  b y  a n d  b e t w e e n  B u y e r  an d S e l l e r

a t  t h e  t i m e  B u y e r  e l e c t s  t o  i n s t a l l  a n d  o p e r a t e ,  

o r  c a u s e  t o  b e  i n s t a l l e d  a n d  o p e r a t e d  , s u c h  c o m ­

p r e s s i o n  f a c i l i t i e s .  I n  t h e  e v e n t  n e i t h e r  p a r t y  

e l e c t s  t o  i n s t a l l  c o m p r e s s i o n  f a c i l i t i e s ,  t h e n  

S e l l e r  m a y  t e r m i n a t e  t h i s  c o n t r a c t  b y  w r i t t e n

n o t i c e  t o  B u y e r .

A R T I C L E  I V ;  R E S E R V A T I O N S  O F  S E L L E R

4 .1  S e l l e r  r e s e r v e s  f r o m  t h i s  c o n t r a c t  s u c h  q u a n t i t i e s

o f  S e l l e r ' s  g a s  a s  a r e  r e q u i r e d  f o r  t h e  d e v e l o p ­

m e n t ,  o p e r a t i o n  a n d  m a i n t e n a n c e  o f  S e l l e r ' s  l e a s e ­

h o l d  i n t e r e s t s  w i t h i n  t h e  c o n t r a c t  a r e a ,  s u c h

q u a n t i t i e s  a s  a r e  n e c e s s a r y  t o  f u l f i l l  S e l l e r ' s  

o b l i g a t i o n s  t o  d e l i v e r  g a s  to  t h e  l e s s o r s  a n d  s u c h
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q u a n t i t i e s  a s  a r e  s u b j e c t  to c o n t r a c t s  e x e c u t e d  

p r i o r  t o  t h i s  c o n t r a c t .

4 . 2  -^filler m a y  p r o c e s s  t h e  g a s  d e l i v e r e d  h e r e u n d e r  

e i t h e r  p r i o r  t o  t h e  p o i n t  o f  d e l i v e r y  o r  d o w n ­

s t r e a m  f r o m  t h e  p o i n t  o f  d e l i v e r y  f o r  t h e  e x t r a c ­

t i o n  o f  l i q u e f i a b l e  h y d r o c a r b o n s  a t  a m u t u a l l y  

a g r e e a b l e  p o i n t  in . t h e  c o n t r a c t  a r e a .  S u c h  

p r o c e s s i n g  r,hall b e  f o r  t h e  r e c o v e r y  o f  l i q u e f i ­

a b l e  h y d r o c a r b o n s ,  o t h e r  t h a n  m e t h a n e  ( e x c e p t  s u c h  

m e t h a n e  u n a v o i d a b l y  r e m o v e d  i n  s u c h  p r o c e s s i n g ) .  

S e l l e r  s h a l l  n o t  s u b j e c t  s u c h  g a s  to  a n y  p r o c e s s  

o r  o p e r a t i o n  w h i c h  w i l l  c a u s e  s u c h  g a s  t o  f a i l  t o  

m e e t  t h e  a p p l i c a b l e  s p e c i f i c a t i o n s  a s  to  q u a l i t y  

c o n t a i n e d  in t h i s  c o n t r a c t .  T h e  f u e l ,  s h r i n k a g e  

a n d  a l l  o t h e r  l o s s e s  a t t r i b u t a b l e  to  a nd  r e s u l t i n g  

f r o m  s u c h  p r o c e s s i n g  s h a l l  b e  b o r n e  b y  S e l l e r .  

W h e n  s u c h  g a s  is p r o c e s s e d  d o w n s t r e a m  f r o m  t h e  

p o i n t  o f  d e l i v e r y ,  S e l l e r fs p l a n t  v o l u m e  ( a s  u s e d  

h e r e i n  v . e a n i n g  f u e l ,  s h r i n k a g e  a n d  a l l  o t h e r  

l o s s e s  a t t r i b u t a b l e  to s u c h  p r o c e s s i n g )  w h i c h  is 

a t t r i b u t a b l e  t o  t h e  g a s  d e l i v e r e d  h e r e u n d e r  s h a l l  

b e  s u b t r a c t e d  f r o m  t h e  v o l u m e s  d e l i v e r e d  f o r  s a l e  

h e r e u n d e r  a t  t h e  p o i n t  o f  d e l i v e r y ,  a n d  t h e  n e t  

v o l u m e  t h u s  o b t a i n e d  s h a l l  b e  u s e d  f o r  t h e  p u r ­

p o s e s  o f  c o m p u t i n g  B u y e r ' s  p a y m e n t s  f o r  g a s  

p u r c h a s e d  h e r e u n d e r .
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A R T I C L E  V :  Q U A N T I T Y

5 . 1 . 1  D u r i n g  t h e  t e r m  o f  t h i s  c o n t r a c t ,  B u y e r  s h a l l  h a v e  

t h e  r i g h t  t o  t a k e  a n d  p u r c h a s e ,  if a v a i l a b l e ,  a n d  

S e l l e r  s h a l l  m a k e  i t s  b e s t  e f f o r t s  t o  s e l l  a nd  

d e l i v e r  o r  c a u s e  t o  b e  d e l i v e r e d  t o  B u y e r ,  t h e  

f o l l o w i n g  q u a n t i t i e s  o f  g a s :

A n n u a l  C o n t r a c t

Q u a n t i t y  ( A C Q )  S w i n g  R a t e

Y e a r  ( M M M c f ) S w i n g  F a c t o r  (M M c f  p e r  d a y )

1 9 8 5  0 N o t  A p p l i c a b l e  2 5

1 9 8 6  5 2 . 0  2 5

1 9 8 7  10 2 . 0  50

1 9 8 8  10 2 . 0  50

1 9 8 9  15 2 . 0  8 0

1 9 9 0  15 2 . 0  8 0

1 9 9 1  2 0  2 . 0  1 1 0

1 9 9 2  20  2 . 0  1 1 0

1 9 9 3  2 0 -  2 . 0  1 1 0

1 9 9 4  20 2 . 0  1 1 0

1 9 9 5  2 0  2 . 0  1 1 0

1 9 9 6  15 2 . 0  8 0

1 9 9 7  15 2 . 0  8 0

1 9 9 8  15 2 . 0  8 0

1 9 9 9  10 2 . 0  50

2 0 0 0  10 2 . 0  50

5 . 1 . 2  P r e m i u m  D e l i v e r a b i l i t y

B u y e r  m a y  r e q u e s t  S e l l e r  t o  i n c r e a s e  t h e  s w i n g  

r a t e  ( s w i n g  f a c t o r )  t a b u l a t e d  a b o v e ,  s a i d  i n c r e a s e  

t o  b e  k n o w n  a s  " p r e m i u m  d e l i v e r a b i l i t y " .  S e l l e r  

s h a l l  t h e r e a f t e r  h a v e  s i x  (6) m o n t h s  t o  r e s p o n d



t o  B u y e r  r e g a r d i n g  S e l l e r ' s  a b i l i t y  a nd i n t e n t  to  

m e e t  B u y e r ' s  r e q u e s t  f o r  s a i d  p r e m i u m  d e l i v e r a b i l ­

i t y ,  s a i d  r e s p o n s e  b y  S e l l e r  t o  b e  a t  S e l l e r ' s  

s o l e  o p t i o n .  If S e l l e r ' s  s a i d  r e s p o n s e  r e s u l t s  i n  

s w i n g  r a t e ( s )  s u f f i c i e n t  t o  p r o d u c e  a s w i n g  f a c t o r  

o f  2 . 5  o r  m o r e  a s  r e q u e s t e d  b y  B u y e r ,  t h e n  f r o m  

t h e  f i r s t  d a y  o f  t h e  m o n t h  f o l l o w i n g  a n  e f f e c t i v e  

s w i n g  r a t e  o f  2 . 5  o r  m o r e ,  B u y e r  s h a l l ,  s o  l o n g  a s  

t h e  s w i n g  r a t e  r e m a i n s  a t  2 , 5  o r  m o r e ,  p a y  S e l l e r  

a p r e m i u m  d e l i v e r a b i l i t y  f e e  o f  35<j: p e r  M C F  a p p l i ­

c a b l e  to a l l  g a s  d e l i v e r e d .  S a i d  p r e m i u m  d e l i v e r ­

a b i l i t y  f e e  s h a l l  b e  a d j u s t e d  b y  t h e  s a m e  f a c t o r  

a s  t h e  b a s e  p r i c e  g i v e n  p e r  p a r a g r a p h  7 . 2 ( a )  o f  

A r t i c l e  V I I  h e r e o f .

5 . 2 . 1  R e l i e f  b y  L o s s  o f  M a r k e t

S e l l e r  r e c o g n i z e s  t h a t  B u y e r ' s  a b i l i t y  to m e e t  t h e

a n n u a l  c o n t r a c t  q u a n t i t y  is l i m i t e d  t o  d e m a n d s  f o r

g a s  m a d e  o n  B u y e r  b y  B u y e r ' s  c u s t o m e r s  a n d  t h a t  if

s a i d  c u s t o m e r s  d i s c o n t i n u e  o r  r e d u c e  t h e i r  d e m a n d s

f o r  B u y e r ' s  g a s  a s  a r e s u l t  o f  o b t a i n i n g  i n c r e a s e d

q u a n t i t i e s  o f  g a s  f r o m  a n y  s o u r c e  o t h e r  t h a n  B u y -

•

e r ,  t h e n  t o  t h e  e x t e n t  o f  s a i d  i n c r e a s e d  q u a n t i ­

t i e s  B u y e r  s h a l l  b e  r e l i e v e d  o f  i t s  a n n u a l  c o n ­

t r a c t  q u a n t i t y  o b l i g a t i o n  t o  S e l l e r  a n d  t h e  t o t a l  

c o n t r a c t  q u a n t i t y  w i l l  b e  r e d u c e d  b y  a n  a m o u n t  

e q u a l  t o  t h e  s u m  o f  s a i d  r e d u c t i o n s  in c o n t r a c t  

q u a n t i t i e s .  I n  s u c h  e v e n t ,  S e l l e r ' s  o b l i g a t i o n
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o f  s w i n g  r a t e  s h a l l  b e  p r o p o r t i o n a l l y  r e d u c e d  

s i m u l t a n e o u s l y .

S e l l e r  r e c o g n i z e s  t h a t  B u y e r ' s  a b i l i t y  t o  m e e t  the* 

a n n u a l  c o n t r a c t  q u a n t i t y  is l i m i t e d  t o  d e m a n d s  f o r  

g a s  m a d e  o n  B u y e r  b y  i n c r e a s e d  d e m a n d ( s )  b y  

B u y e r ' s  c u s t o m e r s  a n d  t h a t  i f  s u c h  c u s t o m e r s  

p r o j e c t e d  d e m a n d ( s )  f a i l  t o  m a t e r i a l i z e ,  t h e n -  

u n d u e  h a r d s h i p  w i l l  r e s u l t  a s  t o  B u y e r .  

T h e r e f o r e ,  n o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n s  o f  

t h i s  A g r e e m e n t ,  i f ,  i n  i t s  s o l e  d i s c r e t i o n ,  B u y e r  

d e t e r m i n e s  a t  a n y  t i m e  a n d  f r o m  t i m e  to t i m e  t h a t  

B u y e r  c a n n o t  m a r k e t  s o m e  o r  a l l  o f  t h e  g a s  to  b e  

d e l i v e r e d  h e r e u n d e r  a t  the; a n n u a l  c o n t r a c t  

q u a n t i t y  o r  q u a n t i t i e s  p r o v i d e d  f o r  h e r e i n ,  B u y e r  

s h a l l  s o  n o t i f y  S e l l e r  i n  w r i t i n g ,  n o  l a t e r  t h a n  

A p r i l  1 o f  a n y  c o n t r a c t  y e a r ,  i d e n t i f y i n g  t h e  

l o w e r  a n n u a l  c o n t r a c t  q u a n t i t y ( s )  ( b u t  s u c h  

r e d u c t i o n  n o t  t o  b e  i n  e x c e s s  o f  t h i r t y  p e r c e n t  

( 3 0 % )  o f  t h e  a n n u a l  c o n t r a c t  q u a n t i t y ( s ) )  w h i c h  

B u y e r  p r o j e c t s  it w i l l  b e  a b l e  to m a r k e t  d u r i n g  

t h e  f o l l o w i n g  c o n t r a c t  y e a r ( s ) .  A s  o f  J a n u a r y  1 

o f  t h e  f o l l o w i n g  c o n t r a c t  y e a r  t h e  a n n u a l  c o n t r a c t  

q u a n t i t y ( s ) s h a l l  b e  t h e  l o w e r  a n n u a l  c o n t r a c t  

q u a n t i t y ( s )  a s  s e t  f o r t h  i n  t h e  h e r e i n a b o v e  

m e n t i o n e d  n o t i c e  f r o m  B u y e r ;  p r o v i d e d ,  h o w e v e r ,  in 

c o n s i d e r a t i o n  o f  t h e  r e l i e f  p r o v i d e d  b y  S e l l e r  t o  

B u y e r ,  B u y e r  a g r e e s  t o  p a y  t o  S e l l e r  a p r e m i u m  o n



t h e  t h e n  a p p l i c a o l e  g a s  p r i c e ,  i n c l u d i n g  a n y  

p r e m i u m  d e l i v e r a b i l i t y  f e e  i n  e f f e c t ,  a s  

d e t e r m i n e d  b y  A r t i c l e  V I I  a p p l i c a b l e  t o  a l l  g a s  

d e l i v e r e d ,  a s  f o l l o w s :

T h e r e a f t e r ,  t h e  t o t a l  c o n t r a c t  q u a n t i t y  w i l l  b e  

r e d u c e d  b y  a n  a m o u n t  e q u a l  t o  s u c h  l o w e r  c o n t r a c t  

q u a n t i t y  o r  q u a n t i t i e s ,  a n d  S e l l e r  m a y  c o m m i t  a n d  

d e l i v e r  s u c n  q u a n t i t y ( s )  t o  a n y  o t h e r  p u r c h a s e r ,  

p r o v i d e d ,  h o w e v e r ,  a s  t o  t h e  q u a n t i t y ( s )  o f  g a s  

s a l e s  m a d e  t o  a n o t h e r  p a r t y  o r  p a r t i e s  b y  S e l l e r ,  

B u y e r  s h a l l  b e  p r o p o r t i o n a l l y  r e l i e v e d  o f  p a y i n g  

t h e  p r e m i u m  h e r e i n a b o v e  s t a t e d  f o r  e a c h  M C F  s o l d .

I f S e l l e r  h a s  nor, c o m m i t t e d  s u c h  q u a n t i t y ( s )  t o  a -  

n o t h e r  p u r c h a s 01”, S e l l e r  s h a l l  hav< t h e  r i g h t  a n d  

o p t i o n  t o  e x t e n d  t h e  t e r m  o f  t h i s  A g r e e m e n t  b y  

r e c o m m i t t i n g  s u c h  q u a n t i t y ( s ) ,  i n c l u d i n g  a s w i n g  

f a c t o r  o f  l . 3 3 »  t o  B u y e r ,  o t h e r w i s e  u p o n  t h e  s a m e  

t e r m s  a n d  c o n d i t i o n s  s e t  f o r t h  h e r e i n ,  p r o v i d e d

I f  t h e  A n n u a l  C o n t r a c t  

Q u a n t i t y  i s  R e d u c e d

T h e  A p p l i c a b l e  p r i c e  

p e r  M C F  S h a l l  

b e  i n c r e a s e d  b y

F r o m T O

0%

1 1 %
2 1%

1 0 %

20%
3 0 %

5 . 6 %

1 2 . 5 %

2 1 . 4 %
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S e l l e r  g i v e s  B u y e r  w r i t t e n  n o t i c e  t h r e e  (3) y e a r s  

p r i o r  t o  e n d  o f  t h e  t e r m  o f  t h i s  A g r e e m e n t .

I f  B u y e r  e l e c t s  t o  r e d u c e  t h e  a n n u a l  c o n t r a c t  

q u a n t i t y  u n d e r  t h i s  o p t i o n ,  a n d  i f  d u r i n g  t h e  

p e r i o d  o f  s u c h  r e d u c e d  c o n t r a c t  q u a n t i t y  B u y e r  

p u r c h a s e s  g a s  f r o m  a n y  o t h e r  p r o d u c e r ( s )  a t  t h e  

B e l u g a  U n i t  a t  a p r i c e  h i g h e r  t h a n  t h e  p r i c e  t h e n  

p a y a b l e  t o  S e l l e r  h e r e u n d e r ,  t h e n  B u y e r  s h a l l  p a y  

S e l l e r  s u c h  h i g h e r  p r i c e  d u r i n g  s a i d  p e r i o d .

I n  t h e  e v e n t  B u y e r  e l e c t s  t o  r e d u c e  t h e  a n n u a l  

c o n t r a c t  q u a n t i t y  a s  s e t  f o r t h  h e r e i n a b o v e ,  B u y e r  

a g r e e s  t o  t a k e  g a s  f r o m  S e l l e r  r a t a b l y  i n s o f a r  a s  

p o s s i b l e ,  b a s e d  o n  d e l i v e r a b i l i t y ,  w i t h  a l l  o t h e r s  

s u p p l y i n g  g a s  to  B u y e r  d u r i n g  s u c h  p e r i o d ( s ) .

P r e - c o n s t r u c t i o n  D e l i v e r i e s  o f  G a s  

T h e  p a r t i e s  t o  t h i s  a g r e e m e n t  r e c o g n i z e  t h a t  a n  

i m m i n e n t  d e m a n d  f o r  g a s  m a y  e x i s t  o r  d e v e l o p  f o r  

w h i c h  n e i t h e r  S e l l e r  n o r  B u y e r  is? p r e p a r e d  to m a k e  

d e l i v e r y  i m m e d i a t e l y  o n  d e m a n d  t h r o u g h  f a c i l i t i e s  

o w n e d  o u t r i g h t  b y  e i t h e r  S e l l e r  o r  B u y e r .  I t  is 

a g r e e d  t h a t  B u y e r  w i l l  p r o c e e d  d i l i g e n t l y  t o  

n e g o t i a t e  t o  s u p p l y  s a i d  d e m a n d  b y  d e l i v e r i e s  o f



g a s  o w n e d  a n d  t h r o u g h  f a c i l i t i e s  o w n e d  b y  S e l l e r  

i n  p a r t  a n d  i n  p a r t  b y  o t h e r s .  T o  t h e  e x t e n t  o f  

S e l l e r ' s  a b i l i t y  t o  d o  s o ,  S e l l e r  w i l l  m a k e  

a v a i l a b l e  t o  B u y e r  i t s  s h a r e  o f  s p a r e  d e l i v e r y  

c a p a c i t y  ( p r o d u c t i o n )  a t  t h e s e  e x i s t i n g  f a c i l i ­

t i e s  s o  t h a t  B u y e r  c a n  o f f e r  s a i d  s p a r e  d e l i v e r y  

c a p a c i t y  t o  s u p p l y  s a i d  d e m a n d  p e n d i n g  c o m p l e t i o n  

b y  S e l l e r  o f  i t s  o w n  f a c i l i t i e s  a n d  t h e  c o m m e n c i n g  

o f  d e l i v e r i e s  t h e r e t h r o u g h  to  B u y e r .  B u y e r  w i l l  

s i m u l t a n e o u s l y  n e g o t i a t e  w i t h  t h e  o t h e r  o w n e r s  o f  

s a i d  g a s  a n d  f a c i l i t i e s  t o  u t i l i z e  t h e i r  s p a r e  d e ­

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

d e m a n d ,  it b e i n g  i n t e n d e d  b y  b o t h  B u y e r  a n d  S e l l e r  

t h a t  i m m e d i a t e l y  u p o n  S e l l e r ' s  c o m p l e t i o n  o f  i t s  

o w n  d e l i v e r y  c a p a c i t y ,  B u y e r  w o u l d  t e r m i n a t e  i t s  

p u r c h a s e s  f r o m  s a i d  o t h e r  o w n e r s  o f  g a s  a nd  f a c i l ­

i t i e s  a n d  c o m m e n c e  t a k i n g  S e l l e r ' s  g a s  o n l y  to 

s u p p l y  s a i d  i m m i n e n t  d e m a n d  f o r  g a s .

D u r i n g  t h e  p e r i o d  u n t i l  J a n u a r y  1, 1 9 8 6  n o  a n n u a l  

c o n t r a c t  q u a n t i t y  s h a l l  a p p l y  t o  B u y e r ' s  t a k i n g  o f  

g a s  u n d e r  t h i s  A r t i c l e  5 . 3 ,  a n d  n o  s w i n g  r a t e  a n d  

n o  s w i n g  f a c t o r  s h a l l  b e  in e f f e c t ,  b u t  S e l l e r  

w i l l  d e v e l o p  a  s w i n g  r a t e  o f  2 5  M M C F  p e r  d a y  w i t h  

a l l  d u e  d i l i g e n c e ,  b y  J a n u a r y  1, 1 9 8 4  i f  p r a c t i c ­

a b l e  w i t h  p r u d e n t  p r a c t i c e .



B u y e r ' s  t a k e s  o f  g a s  f r o m  S e l l e r  a s  c o n t e m p l a t e d  

a b o v e  in t h i s  A r t i c l e  5 . 3 /  a n d  a s  m a y  b e  f u r t h e r  

a c c o m p l i s h e d  i n t o  B u y e r ' s  o w n  f a c i l i t i e s  p r i o r  to 

J a n u a r y  1, 1 9 8 6 ,  s h a l l  t o g e t h e r  c o u n t  t o w a r d

B u y e r ' s  a n n u a l  c o n t r a c t  q u a n t i t y  o b l i g a t i o n  t o  

w h i c h  c o m m e n c e s  a t  J a n u a r y  1, 1 9 8 6 ,  a n d  B u y e r

s h a l l  b e  r e l i e v e d  o f  i t s  a n n u a l  c o n t r a c t  q u a n t i t y  

o b l i g a t i o n  t o  S e l l e r  u n t i l  s u c h  t i m e  a s  a 

d e f i c i e n c y  o f  a n n u a l  c o n t r a c t  q u a n t i t y  t a k e s  o f  

g a s  m a y  e x i s t  in e x c e s s  o f  t h e  a m o u n t s  s o  t a k e n  b y  

B u y e r  f r o m  S e l l e r  p r i o r  t o  J a n u a r y  1, 1 9 8 6 .

.4 R e l i e f  b y  T a k i n g  o f  R o y a l t y  G a s  i n  K i n d

T h e  a n n u a l  c o n t r a c t  q u a n t i t i e s  a n d  t h e  s w i n g  r a t e s  

s e t  f o r t h  i n  P a r a g r a p h  1 o f  A r t i c l e  V  h e r e o f  

s h a l l  b e  r e d u c e d  w h e n e v e r  a n d  t o  t h e  e x t e n t  t h a t  

a n y  l e s s o r  o r  l e s s o r s  w i t h i n  t h e  c o n t r a c t  a r e a  

s h a l l  e x e r c i s e  p a r t i a l l y  o r  w h o l l y  a n y  r i g h t  to  

t a k e  t h e i r  s h a r e s  o f  r o y a l t y  g a s  ( a t t r i b u t a b l e  t o  

S e l l e r ' s  l e a s e h o 2 d s  in t h e  c o n t r a c t  a r e a )  in  

k i n d . S h o u l d  a n y  s u c h  l e s s o r  d e l i v e r  s u c h  r o y a l t y  

g a s  t o  B u y e r  o r  t o  a n y  o f  B u y e r ' s  a f f i l i a t e d  

c o m p a n i e s ,  t h e n  f o r  t h e  p u r p o s e  o f  a n n u a l  c o n t r a c t  

q u a n t i t i e s  a n d  t h e  s w i n g  r a t e  h e r e u n d e r  ;h 

r o y a l t y  g a s  s h a l l  b e  d e e m e d  d e l i v e r e r ,  h e r e u n d e r .

.5 S e l l e r  s h a l l ,  w i t h  d u e  d i l i g e n c e ,  o p e r a t e  t h e  

l a n d s  a n d  l e a s e h o l d s  s u b j e c t  t o  t h i s  c o n t r a c t  in a 

s k i l l f u l  a n d  p r u d e n t  m a n n e r  t o  t h e  e n d  t h a t
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S e l l e r ' s  d e l i v e r y  c a p a c i t y  t o  B u y e r  s h a l l  b e  

m a i n t a i n e d  d u r i n g  t h e  t e r m  h e r e o f  a t  a r a t e  e q u a l  

t o  t h e  s w i n g  r a t e  s e t  f o r t h  in  P a r a g r a p h  5 . 1  o f  

A r t i c l e  V  h e r e o f ;  p r o v i d e d ,  h o w e v e r ,  in  t h e  e v e n t  

S e l l e r  s h o u l d  a t  a n y  t i m e  d u r i n g  a p e r i o d  o f  p e a k  

d e m a n d  ( n o r m a l l y  w i n t e r  t i m e )  in a c o n t r a c t  y e a r  

f a i l  o r  b e  u n a b l e  t o  d e v e l o p ,  o r  h a v i n g  d e v e l o p e d  

f a i l  t o  m a i n t a i n  d u r i n g  a p e r i o d  in  e x c e s s  o f  1 2 0  

d a y s ,  t h e  d e l i v e r y  c a p a c i t y  n e c e s s a r y  t o  d e l i v e r  

t o  B u y e r  t h e  s w i n g  r a t e  t h e n  in e f f e c t ,  t h e  a n n u a l  

c o n t r a c t  q u a n t i t y  s h a l l  b e  r e d u c e d  b y  1 . 2 5  t i m e s  

t h e  p e r c e n t a g e  b y  w h i c h  S e l l e r ' s  d e m o n s t r a t e d  

d e l i v e r y  c a p a c i t y  a s  e s t a b l i s h e d  b y  A r t i c l e  V,  

P a r a g r a p h  5 . 5  is  b e l o w  t h e  s w i n g  r a t e  t h e n  i n  

e f f e c t .  I n  t h e  e v e n t  t h e r e  is a n  i n c r e a s e  in 

S e l l e r ' s  d e m o n s t r a t e d  d e l i v e r y  c a p a c i t y  a s  d e f i n e d  

i n  P a r a g r a p h  5 . 5  o f  A r t i c l e  V  s u b s e q u e n t  t o  t h e  

r e d u c t i o n  o f  t h e  a n n u a l  c o n t r a c t  q u a n t i t y  a s  p r o ­

v i d e d  a b o v e ,  t h e n  f r o m  t h e  f i r s t  d a y  o f  t h e  m o n t h  

f o l l o w i n g  s u c h  i n c r e a s e  ( p r o  r a t e d  f o r  a n y  p a r t i a l  

y e a r ) ,  a n d  f o r  s u b s e q u e n t  c a l e n d a r  y e a r s ,  t h e  

a n n u a l  c o n t r a c t ,  q u a n t i t y  s h a l l  b e  i n c r e a s e d  b y  t h e  

p e r c e n t a g e  b y  w h i c h  S e l l e r ' s  d e m o n s t r a t e d  d e l i v e r y  

c a p a c i t y  s h a l l  h a v e  i n c r e a s e d  a b o v e  t h e  p r e v i o u s l y  

d e t e r m i n e d  d e l i v e r y  c a p a c i t y  w h i c h  c a u s e d  t h e  

r e d u c t i o n  o f  a n n u a l  c o n t r a c t  q u a n t i t y ,  b u t  in n o  

e v e n t  t o  m o r e  t h a n  t h e  a n n u a l  c o n t r a c t  q u a n t i t y
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s e t  f o r t h  in p a r a g r a p h  5 . 1  o f  A r t i c l e  V  h e r e o f  f o r  

s u c h  y e a r ,  s u b j e c t  t o  B u y e r ' s  p r i o r  w r i t t e n  

a c c e p t a n c e  o f  s u c h  i n c r e a s e  a t  B u y e r ' s  s o l e  

o p t i o n ,  p r o v i d e d  B u y e r  h a s  c o n t r a c t e d  w i t h  a t h i r d  

p a r t y  t o  r e p l a c e  g a s  l o s t  d u e  t o  t h e  l a c k  o f  

S e l l e r ' s  d e l i v e r y  c a p a c i t y . ’ In  d e t e r m i n i n g  t h e  

a n n u a l  q u a n t i t i e s  o f  g a s  B u y e r  is r e q u i r e d  t o  t a k e  

o r  p a y  S e l l e r  f o r ,  w h e t h e r  t a k e n  o r  n o t ,  d u r i n g  

a n y  y e a r  b y  r e a s o n  o f  c h a n g e  in  S e l l e r ' s  d e l i v e r y  

c a p a c i t y ,  t h e  a n n u a l  c o n t r a c t  q u a n t i t y  f o r  a n y
I

y e a r  s h a l l  b e  c o m p u t e d  b y  p r o r a t i n g  t h e  s e v e r a l  

v a l u e s  o f  t h e  a n n u a l  c o n t r a c t  q u a n t i t y  o n  t h e  

b a s i s  o f  t h e  p o r t i o n  o f  t h e  y e a r  e a c h  s u c h  v a l u e  

w a s  i n  e f f e c t .

5 . 6  A s  s o o n  a s  p r a c t i c a b l e  a f t e r  d e l i v e r i e s  o f  g a s

h a v e  c o m m e n c e d  a n d  s t a b i l i z e d ,  t h e  d e l i v e r y  c a p a c ­

i t y  o f  S e l l e r ' s  g a s  w e l l s  s h a l l  b e  d e t e r m i n e d  d u r ­

i n g  a  m u t u a l l y  a g r e e a b l e  c o n s e c u t i v e  t h r e e  (3) d a y  

d e l i v e r a b i l i t y  t e s t .  S e l l e r ' s  d e l i v e r y  c a p a c i t y  

s h a l l  b e  t h e  a v e r a g e  d a i l y  q u a n t i t i e s  o f  g a s  d e ­

l i v e r e d  t o  B u y e r  a t t r i b u t a b l e  t o  S e l l e r ' s  i n t e r e s t  

in  t h e  l e a s e ( s )  d u r i n g  s a i d  t h r e e  (3) d a y  t e s t .

5 . 7  A t  a n y  t i m e  b u t  n o  m o r e  o f t e n  t h a n  o n c e  i n  a n y

t w e l v e  (1 2 ) m o n t h  p e r i o d ,  e x c e p t  a t  S e l l e r ' s

o p t i o n ,  S e l l e r ' s  d e l i v e r y  c a p a c i t y  ( d e m o n s t r a t e d  

c a p a c i t y )  m a y  b e  r e d e t e r m i n e d  u p o n  r e q u e s t  b y  

e i t h e r  p a r t y  b y  a c t u a l  m e a s u r e m e n t s  a n d  c a l c u l a -
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t i o n s  a n d  s h a l l  b e  e s t i m a t e d  o r  c a l c u l a t e d  f o r  

e a c h  m o n t h  in t h e  m o n t h s  in w h i c h  n o  a c t u a l  t e s t s  

a r e  m a d e  u s i n g  t h e  r e s u l t  o f  t h e  l a s t  a c t u a l  t e s t ,  

if a n y ,  a s  t h e  b a s i s  o f  t h e  e s t i m a t i o n .  E a c h  t e s t  

w i l l  b e  f o r  a  p e r i o d  o f  t h r e e  (3) c o n s e c u t i v e  

d a y s ,  d u r i n g  w h i c h  t i m e  t h e  w e l l s  w i l l  b e  p r o d u c e d  

a t  t h e  m a x i m u m  e f f i c i e n t  r a t e  o f  f l o w  a s  d e t e r ­

m i n e d  b y  S e l l e r  a g a i n s t  t h e  p r e s s u r e s  p r o v i d e d  f o r  

i n  A r t i c l e  I I I  h e r e o f  o r  u n d e r  s u c h  o t h e r  c o n d i ­

t i o n s  a s  d e t e r m i n e d  b y  m u t u a l  a g r e e m e n t  o f  t h e  

p a r t i e s  a n d  t h e  d e l i v e r y  c a p a c i t y  s h a l l  b e  t h e  

a v e r a g e  d a i l y  q u a n t i t i e s  o f  g a s  d e l i v e r e d  to  B u y e r  

d u r i n g  s a i d  t h r e e  (3) d a y  r e s t .

5 . 8  B u y e r  s h a l l  u s e  i t s  b e s t  e f f o r t s  t o  k e e p  S e l l e r

i n f o r m e d  a s  to a n y  p e a k  d e m a n d  t h a t  m a y  o c c u r  d u r ­

i n g  a p e r i o d  o t h e r  t h a n  a n o r m a l  p e a k  d e m a n d

p e r i o d  t o  t h e  e n d  t h a t  S e l l e r  c a n  m o r e  e x p e d i ­

t i o u s l y  s c h e d u l e  a n y  w e l l  w o r k o v e r ( s )  t h a t  S e l l e r  

b e l i e v e s  n e c e s s a r y .

5 . 9  I t  is u n d e r s t o o d  a n d  a g r e e d  t h a t  n o t h i n g  in t h i s

A g r e e m e n t  s h a l l  b e  c o n s t r u e d  t o  r e q u i r e  S e l l e r  to 

p r o d u c e  a n d  d e l i v e r  o r  B u y e r  t o  p u r c h a s e  a n d  r e ­

c e i v e  f r o m  S e l l e r  o r  p a y  S e l l e r  f o r  a n y  q u a n t i t i e s  

o f  g a s  i n  e x c e s s  o f  t h a t  w h i c h  m a y  b e  p r o d u c e d

u n d e r  t h e  a p p l i c a b l e  r u l e s ,  r e g u l a t i o n s  a n d  o r d e r s  

o f  r e g u l a t o r y  b o d i e s  h a v i n g  j u r i s d i c t i o n .  I t  is

e x p r e s s l y  u n d e r s t o o d  t h a t  B u y e r  s h a l l  h a v e  t h e
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r i g h t  a n d  o p t i o n  t o  p u r c h a s e  a t  a n y  t i m e  a n d  f r o m  

t i m e  to t i m e  s u c h  d a i l y  q u a n t i t y  o f  g a s  a s  it. d e ­

s i r e s  u p  t o  t h e  s w i n g  r a t e  t h e n  in e f f e c t  a n d ,  in 

a d d i t i o n ,  s u c h  d a i l y  q u a n t i t i e s  o f  g a s ,  if a n y ,  i n  

e x c e s s  o f  t h e  s w i n g  r a t e  t h e n  in e f f e c t  w h i c h  in 

S e l l e r ' s  s o l e  j u d g m e n t  c a n  b e  p r o d u c e d  a n d  d e ­

l i v e r e d  f r o m  S e l l e r ' s  l a n d s  a n d  l e a s e h o l d s  e f f i ­

c i e n t l y  a n d  i n  a c c o r d a n c e  w i t h  g o o d  o p e r a t i n g  

p r a c t i c e s  a n d  w i t h o u t  i m p a i r m e n t  o f  S e l l e r ' s  o b l i ­

g a t i o n s  u n d e r  p r i o r  c o n t r a c t s .  I t  is r e c o g n i z e d  

t h a t  S e l l e r  is n o t  o b l i g a t e d  to p r o v i d e  f a c i l i t i e s  

to  m e e t  t h e  q u a l i t y  s p e c i f i c a t i o n s  s e t  f o r t h  i n  

A r t i c l e  V I  f o r  q u a n t i t i e s  o f  g a s  in e x c e s s  o f  t h e  

s w i n g  r a t e  i n  e f f e c t  f r o m  t i m e  t o  t i m e ,  a nd t h e r e ­

f o r e  a n y  a d d i t i o n a l  g a s  w h i c h  B u y e r  m a y  e l e c t  to  

r e c e i v e  u n d e r  t h i s  P a r a g r a p h ,  w h i c h  is in e x c e s s  

o f  t h e  c a p a c i t y  o f  S e l l e r ' s  f a c i l i t i e s  a s  t h e n  i n­

s t a l l e d ,  m a y  b e  b y p a s s e d  a r o u n d  s u c h  f a c i l i t i e s  

a n d  t h e  q u a l i t y  s p e c i f i c a t i o n s  o f  A r t i c l e  X  s h a l l  

n o t  a p p l y  t o  s u c h  e x c e s s  q u a n t i t y .  T h e  t a k i n g  b y  

B u y e r  o f  s u c h  b y p a s s e d  g a s  s h a l l  b e  a t  B u y e r ' s  

s o l e  r i s k .

5 . 1 0  I n  t h e  e v e n t  B u y e r  is r e q u i r e d  b y  t h e  p r o v i s i o n s  

o f  t h i s  a g r e e m e n t  t o  p a y  S e l l e r  f o r  a q u a n t i t y  o f  

g a s  w h i c h  B u y e r  s h a l l  n o t  h a v e  a c t u a l l y  t a k e n  d u r ­

i n g  a n y  y e a r  o f  t h e  t e r m  h e r e o f ,  t h e n  d u r i n g  t h e  

5 y e a r s  n e x t  s u c c e e d i n g  t h e  y e a r  in w h i c h  B u y e r
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h a s  f a i l e d  t o  t a k e  t h e  g a s  s o  p a i d  f o r ,  a l l  g a s  

t a k e n  b y  B u y e r  f r o m  S e l l e r  w h i c h  is i n  e x c e s s  o f  

t h e  a n n u a l  c o n t r a c t  q u a n t i t y  f o r  t h e  c u r r e n t  y e a r  

s h a l l  b e  k n o w n  a s  m a k e - u p  g a s  a n d  s h a l l  b e  

d e l i v e r e d  w i t h o u t  c h a r g e  to  B u y e r  u n t i l  s u c h  

e x c e s s  e q u a l s  t h e  a m o u n t  o f  g a s  p r e v i o u s l y  p a i d  

f o r  b u t  n o t  t a k e n ;  p r o v i d e d ,  h o w e v e r ,  B u y e r  w i l l  

p a y  S e l l e r  a n y  p r i c e  d i f f e r e n t i a l  b e t w e e n  t h a t  

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

w h e n  s u c h  m a k e - u p  g a s  is a c t u a l l y  t a k e n .  I n  t h e  

e v e n t  B u y e r  h a s  n o t  b y  t h e  e n d  o f  t h e  t e r m  o f  t h i s  

a g r e e m e n t  m a d e  u p  a l l  g a s  p a i d  f o r  b u t  n o t  t a k e n ,  

t h e n  S e l l e r  s h a l l  r e f u n d ,  w i t h o u t  i n t e r e s t ,  m o n i e s  

t o  B u y e r  f o r  t h a t  p o r t i o n  o f  t h e  g a s  v o l u m e s  p a i d  

f o r  b u t  n o t  t a k e n  w h i c h  S e l l e r  is u n a b l e  to d e l i v ­

e r as a r e s u l t  o f  S e l l e r ' s  w e l l s  n o t  b e i n g  c a p a b l e  

o f  p r o d u c i n g  a l l  o f  s u c h  v o l u m e s  a s  M a k e - u p  G a s  

w h e n  p r o d u c e d  a t  t h e i r  d e l i v e r y  c a p a c i t y  t h r o u g h ­

o u t  t h e  r e m a i n i n g  t e r m  f o l l o w i n g  t h e  y e a r  in w h i c h  

B u y e r  h a s  f a i l e d  to t a k e  t h e  g a s  s o  p a i d  f o r ;  p r o ­

v i d e d ,  h o w e v e r ,  in  l i e u  o f  p a y i n g  s u c h  r e f u n d ,  

S e l l e r  s h a l l  h a v e  t h e  r i g h t  a n d  o p t i o n  to e x t e n d  

t h e  t e r m  o f  t h i s  A g r e e m e n t  f o r  a p e r i o d  o f  t i m e  

w h i c h  is s u f f i c i e n t  to e n a b l e  B u y e r  to r e c e i v e  t h e  

v o l u m e s  p a i d  f o r  b u t  n o t  r e c e i v e d .



A R T I C L E  V I :  Q U A L I T Y

6 . 1  S e l l e r  a g r e e s  t h a t :

(a) T h e  g a s  d e l i v e r e d  h e r e u n d e r  s h a l l  h a v e  a t o t a l  

h e a t i n g  v a l u e  o f  n o t  l e s s  t h a n  n i n e  h u n d r e d  f i f t y  

( 9 5 0 )  B t u s  p e r  c u b i c  f o o t  o r  m o r e  t h a n  o n e  t h o u ­

s a n d  f i f t y  ( 1 , 0 5 0 )  B t u s  p e r  c u b i c  f o o t .  I f  a t  a n y  

t i m e  S e l l e r  s h a l l  b e c o m e  u n a b l e  t o  p r o d u c e  g a s  

p o s s e s s i n g  a t  l e a s t  s u c h  t o t a l  h e a t i n g  v a l u e ,  B u y ­

e r  s h a l l  h a v e  t h e  o p t i o n  f r o m  t i m e  t o  t i m e  t o  r e­

f u s e  to a c c e p t  t h a t  p a r t  o f  S e l l e r ' s  g a s  w h i c h  is 

d e f i c i e n t  s o  l o n g  a s  s a i d  h e a t i n g  v a l u e  r e m a i n s  

b e l o w  n i n e  h u n d r e d  f i f t y  ( 9 5 0  ) B t u s  p e r  c u b i c  f o o t  

I n  t h e  e v e n t  B u y e r  a c c e p t s  d e l i v e r y  o f  s a i d  g a s  

w h e n  t h e  h e a t i n g  v a l u e  t h e r e o f  i s  b e l o w  n i n e  

h u n d r e d  f i f t y  ( 9 5 0 )  B t u s  p e r  c u b i c  f o o t ,  B u y e r  m a y  

r e d u c e  t h e  t o t a l  a m o u n t  p a y a b l e  a s  t h e  p u r c h a s e  

p r i c e  f o r  g a s  d e l i v e r e d  u n d e r  t h i s  c o n t r a c t  f o r  

e a c h  m o n t h  d u r i n g  w h i c h  s u c h  d e f i c i e n c y  e x i s t s  b y  

a n  a m o u n t  d e t e r m i n e d  b y  m u l t i p l y i n g  s u c h  t o t a l  

a m o u n t  b y  a f r a c t i o n  h a v i n g  a s  i t s  n u m e r a t o r  t h e  

a v e r a g e  d e f i c i e n c y  o f  B r i t i s h  t h e r m a l  u n i t s  p e r  

c u b i c  f c o t  o f  g a s  b e l o w  n i n e  h u n d r e d  f i f t y  ( 9 5 0 )  

a n d  i t s  d e n o m i n a t o r  n i n e  h u n d r e d  f i f t y  ( 9 5 0 ) .  If 

B u y e r  s h a l l  r e f u s e ,  p u r s u a n t  to t h e  f o r e g o i n g ,  to 

. a c c e p t  a n y  p e r c e n t a g e  o f  S e l l e r ' s  g a s ,  t h e n  

t e l l e r ' s  o b l i g a t i o n s  to  d e l i v e r  S e l l e r ' s  g a s  h e r e ­

u n d e r  s h a l l  b e  r e d u c e d  b y  a s i m i l a r  p e r c e n t a g e .



I f  B u y e r  s h a l l  r e f u s e ,  p u r s u a n t  t o  t h e  f o r e g o i n g ,  

t o  a c c e p t  a n y  o f  S e l l e r ' s  g a s  f o r  a  p e r i o d  o f  

t h i r t y  ( 3 0 )  d a y s ,  t h e n  S e l l e r ,  a s  t o  s u c h  v o l u m e  

o f  r e f u s e d  g a s ,  m a y  t e r m i n a t e  t h i s  c o n t r a c t  b y  

w r i t t e n  n o t i c e  t o  B u y e r .

(b) B u y e r  s h a l l  h a v e  t h e  r i g h t  t o  d e t e r m i n e ,  a t  

s u c h  t i m e  o r  t i m e s  a s  it m a y  d e s i r e ,  t h e  t o t a l  

h e p t i n g  v a l u e  o f  t h e  g a s  in  B t u s  p e r  c u b i c  f o o t  b y  

m e a n s  o f  s o m e  a p p r o v e d  m e t h o d  o f  g e n e r a l  u s e  in 

, t h e  i n d u s t r y  a n d  o n  t h e  s t a n d a r d  s e t  f o r t h  in 

P a r a g r a p h  1 , 3  h e r e o f .  B u y e r  s h a l l  g i v e  t o  S e l l e r  

n o t i c e  o f  t h e  t i m e  o f  a l l  t e s t s  f o r  d e t e r m i n i n g  

t h e  B T U  c o n t e n t  o f  t h e  g a s  to b e  c o n d u c t e d  b y  s u c h  

p a r t y  reai' ^ n a b l y  in a d v a n c e  o f  m a k i n g  t h e  t e s t  in 

o r d e r  t h a t  t h e  o t h e r  p a r t y  m a y  c o n v e n i e n t l y  h a v e  

i t s  r e p r e s e n t a t i v e  p r e s e n t .  S h o u l d  t h e r e  b e  a n y  

m a t e r i a l  v a r i a n c e  b e t w e e n  t e s t s  b y  B u y e r  a nd S e l ­

l e r ,  a j o i n t  t e s t  w i l l  b e  r u n  an d w i l l  b e  c o n t r o l ­

l i n g ,  e f f e c t i v e  f r o m  t h e  f i r s t  d a y  o f  t h e  c a l e n d a r  

m o n t h  p r e c e d i n g  s u c h  j o i n t  t e s t .

6 . 2  S e l l e r  a g r e e s  t h a t  B u y e r  m a y  r e f u s e  t o  a c c e p t  a n y  

g a s  h e r e u n d e r  w h i c h :

(a) S h a l l  c o n t a i n  m o r e  t h a n  o n e  (1) g r a i n  o f  

h y d r o g e n  s u l p h i d e  p e r  o n e  h u n d r ^  ( 1 0 0 )  c u b i c  f e e t  

o f  g a s  a s  d e t e r m i n e d  b y  t h e  T u t w i l e r  t e s t  o r  s o m e  

cither q u a n t i t a t i v e  t e s t ,  m u t u a l l y  a g r e e a b l e  to t h e  

p a r t i e s  h e r e t o ,  a f t e r  t h e  p r e s e n c e  o f  h y d r o g e n
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s u l p h i d e  h a s  b e e n  i n d i c a t e d  b y  q u a l i t a t i v e  t e s t ;

(b) S h a l l  c o n t a i n  m o r e  t h a n  t w e n t y  (20 )  g r a i n s  o f  

t o t a l  s u l p h u r  p e r  o n e  h u n d r e d  ( 1 0 0 )  c u b i c  f e e t  o f  

r a s ;

(c) S h a l l  c o n t a i n  in e x c e s s  o f ;

(i) T h r e e  p e r c e n t  ( 3 % )  b y  v o l u m e  o f  

c a r b o n  d i o x i d e ;

( i i )  O n e  p e r c e n t  (1%) b y  v o l u m e  o f  o x y g e n ;

( d ) S h a l l  h a v e  a  t e m p e r a t u r e  o f  m o r e  t h a n  o n e  

h u n d r e d  t w e n t y  d e g r e e s  F a h r e n h e i t  (120° F . ) ;  

o r

(e) S h a l l  c o n t a i n  m o r e  t h a n  f o u r  (4) p o u n d s  o f  

w a t e r  p e r  o n e  m i l l i o n  ( 1 , 0 0 0 , 0 0 0 )  c u b i c  f e e t  

o f  g a s .

6 . 3  I n  a d d i t i o n  to m e e t i n g  t h e  a b o v e  s p e c i f i c a t i o n s ,  

t h e  g a s  d e l i v e r e d  h e r e u n d e r  s h a l l  b e  c o m m e r c i a l l y  

f r e e  f r o m  d u s t ,  g u m s ,  g u m  f o r m i n g  c o n s t i t u e n t s ,  o r  

o t h e r  l i q u i d  o r  s o l i d  m a t t e r  w h i c h  m i g h t  b e c o m e  

s e p a r a t e d  f r o m  t h e  g a s  i n  t h e  c o u r s e  o f  t r a n s p o r ­

t a t i o n  t h r o u g h  p i p e l i n e s .

6 . 4  I n  t h e  e v e n t  B u y e r  s h a l l  e x e r c i s e  i t s  o p t i o n  t o  

r e f u s e  t o  a c c e p t  a n y  p a r t  o f  S e l l e r ' s  g a s  .not 

m e e t i n g  a n y  o f  t h e  a b o v e  q u a l i t y  s p e c i f i c a t i o n s ,  

S e l l e r  s h a l l  b e  f r e e  to s e l l  s u c h  r e j e c t e d  g a s  tc 

o t h e r s .  S h o u l d  B u y e r  e x e r c i s e  i t s  o p t i o n  t o  

r .a fus e t o  a c c e p t  a n y  o f  S e l l e r ' s  g a s  b y  r e a s o n  o f

- 2 5 -



It'1 r ji:

t h e  a b o v e  q u a l i t y  s p e c i f i c a t i o n s ,  t h e n  S e l l e r ,  as 

t o  s u c h  v o l u m e  o f  r e f u s e d  g a s ,  m a y  b y  w r i t t e n
S

n o t i c e  t e r m i n a t e  t h i s  c o n t r a c t .

A R T I C L E  V I I :  P R I C E

7 .1  S u b j e c t  t o  t h e  p r o v i s i o n s  o f  p a r a g r a p h s  7 . 2  a n d

7 . 3  b e l o w ,  t h e  b a s e  p r i c e  to be  p a i d  b y  B u y e r  to 

S e l l e r  f o r  g a s  d e l i v e r e d  t o  B u y e r  h e r e u n d e r  s h a l l  

b e  $ 2 . 3 2  p e r  M C F .

7 . 2  S u b j e c t  t o  t h e  p r o v i s i o n s  o f  P a r a g r a p h  7 . 3  b e l o w ,  

i t  is e x p r e s s l y  u n d e r s t o o d  a n d  a g r e e d  b e t w e e n  t h e  

p a r t i e s  t h a t  t h e r e  s h a l l  b e  a n  a d j u s t m e n t  t h e  

p r i c e  p r o v i d e d  f o r  i n  P a r a g r a p h  7 . 1  a b o v e ,  as 

f o l l o w s  J

(a) A n n u a l  P r i c e  A d j u s t m e n t :

E f f e c t i v e  J a n u a r y  1 o f  e a c h  y e a r  d u r i n g  t h e  

t e r m  o f  t h i s  a g r e e m e n t ,  t h e  b a s e  p r i c e  p r o v i d ­

ed f o T  i n  P a r a g r a p h  7 . 1  s h a l l  b e  i n c r e a s e d  o r  

d e c r e a s e d  b y  m u l t i p l y i n g  it b y  t h e  f o l l o w i n g  

r a t i o :

P o s t e d  P r i c e  N o .  2 F u e l  O i l  o n  N o v e m b e r  1

p r e c e d i n g  d a t e  o f  a d j u s t m e n t ____________ __________

P o s t e d  P r i c e  N o .  2 F u e l  O i l  o n  N o v e m b e r  1, 

1 9 8 2

T h e  t e r m  " P o s t e d  P r i c e "  s h a l l  m e a n  t h e  a v e r a g e  

p o s t e d  p r i c e  o f  N o .  2 f u e l  o i l  f . o . b . ,  T e s o r o  

R e f i n e r y ,  N i k i s k i ,  A l a s k a .  I n  t h e  e v e n t  t h a t  

t h e r e  c e a s e s  t o  b e  a  p o s t e d  p r i c e  f o r  N o .  2 

f u e l  o i l  a t  T e s o r o ' s  R e f i n e r y  a t  N i k i s k i ,  t h e

- 26-
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a v e r a g e  o f  t h e  p o s t i n g s  f o r  N o .  2 f u e l  o i l  as 

p u b l i s h e d  i n  P l a t t ' s  O i l g r a m  P r i c e  r e p o r t  ( o r  

a n o t h e r  m u t u a l l y  a g r e e d  u p o n  p u b l i c a t i o n  in  

t h e  e v e n t  P l a t t ' s  O i l g r a m  d i s c o n t i n u e s  p u b ­

l i s h i n g  s u c h  q u o t e s )  f . o . b .  S e a t t l e ,  W a s h i n g ­

t o n ,  s h a l l  b e  s u b s t i t u t e d  i n  t h e  r a t i o  

d e s c r i b e d  a b o v e .

(b) T a x e s :

T h e  f u l l  a m o u n t  o f  a n y  t a x  o r  t a x e s  p a i d  b y  

S e l l e r  i r r e s p e c t i v e  o f  t h e  m o d e  o r  b a s i s  o f  

i m p o s i t i o n .  T h e  t e r m  " t a x  o r  t a x e s "  a s  u s e d  

h e r e i n  s h a l l  m e a n  (i) a n y  t a x  ( o t h e r  t h a n  ad 

v a l o r e m ,  c a p i t a l  s t o c k ,  g e n e r a l  p r o p e r t y  o r  

incoi,.^ a n d  e x c e s s  p r o f i t  t a x e s )  o r  ( i i )  s i m i ­

l a r  c h a r g e  n o w  o r  h e r e a f t e r  l e v i e d  , a s s e s s e d  

o r  m a d e  b y  a n y  g o v e r n m e n t a l  o r  n a t i v e  a u t h o r ­

i t y ,  i . e l u d i n g  a n y  F e d e r a l  w i n d f a l l  p r o f i t s  

t a x e s ,  o n  t h e  g a s  i t s e l f ,  o r  o n  t h e  a c t ,  r i g h t  

o r  p r i v i l e g e  o r  o c c u p a t i o n  o f  p r o d u c t i o n ,  

s e v e r a n c e ,  g a t h e r i n g ,  t r a n s p o r t a t i o n ,  s a l e  o r  

d e l i v e r y  o f  g a s  w h i c h  t a x  is m e a s u r e d  b y  t h e  

v o l u m e ,  v a l u e ,  r e m o v a l  p r i c e ,  p r e v a i l i n g  v a l u e  

o r  s a l e s  p r i c e  to B u y e r  o f  t h e  gut.1 in q u e s t i o n  

b u t  s h a l l  n o t  i n c l u d e  a n y  v a l u e  a t t r i b u t a b l e  

t o  t h e  l i q u i d  h y d r o c a r b o n s  i n  s a i d  g a s  t h a t  

a r e  r e m o v e d  b y  S e l l e r  b y  p r o c e s s i n g ;  p r o v i d e d ,
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h o w e v e r ,  t h a t  t h e  t e r m  " t a x "  s h a l l  n o t  b e  

d e e m e d  t o  i n c l u d e  (i) a n y  p r o c e s s i n g  t a x

i m p o s e d  o n  S e l l e r  b e c a u s e  o f  t h e  f a c t  t h a t  g a s  

m a y  b e  p r o c e s s e d  o r  h a n d l e d  t h r o u g h  o r  i n  a n y  

p l a n t ,  o r  (i i)  a n y  g e n e r a l  f r a n c h i s e  t a x

i m p o s e d  o n  c o r p o r a t i o n s  o n  a c c o u n t  o f  t h e i r  

c o r p o r a t e  e x i s t e n c e  o r  o n  t h e i r  r i g h t  t o  d o  

b u s i n e s s  w i t h i n  t h e  s t a t e  a s  a f o r e i g n  c o r p o ­

r a t i o n ;  o r  ( i i i )  a n y  d e l i n q u e n t  i n t e r e s t  a n d  

p e n a l t y  t h a t  m a y  b e  a t t r i b u t a b l e  t o  a n y  t a x .  

T a x e s  o r  a s s e s s m e n t s  a p p l i c a b l e  t o  a n y

r o y a l t y ,  o v e r r i d i n g  r o y a l t y ,  p r o d u c t i o n  p a y ­

m e n t  o r  s i m i l a r  i n t e r e s t  s h a l l  b e  c o n s i d e r e d  

t o  b e  c o v e r e d  b y  t h e  p r o v i s i o n s  h e r e o f  t o  t h e  

e x t e n t  r e i m b u r s e m e n t  m a d e  b y  B u y e r  t o  S e l l e r  

w i t h  r e s p e c t  t h e r e t o  is p a s s e d  o n  b y  S e l l e r  t o  

t h e  o w n e r  o f  s u c h  r o y a l t y ,  o v e r r i d i n g  r o y a l t y ,  

p r o d u c t i o n  p a y m e n t  o r  s i m i l a r  i n t e r e s t  o r  t o  

t h e  e x t e n t  S e l l e r  h a s  p a i d  s u c h  t a x e s  w i t h o u t  

r e i m b u r s e m e n t  f r o m  t h e  o w n e r  o f  ; u c h  r o y a l t y ,  

o v e r r i d i n g  r o y a l t y ,  p r o d u c t i o n  p a y m e n t  o r  s i m ­

i l a r  i n t e r e s t .

T h e  a b o v e  p r o v i s i o n s  o f  t h i s  p a r a g r a p h  7 . 2 ( b )  

n o t w i t h s t a n d i n g ,  s h o u l d  S e l l e r  a t  a n y  t i m e  p a y  

ad v a l o r e m  m i n e r a l  r i g h t s  p r o p e r t y  t a x e s
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a t t r i b u t a b l e  t o  g a s  w h i c h  B u y e r  h a s  t h e  r i g h t  

t o  r e c e i v e  h e r e u n d e r .  S e l l e r  w i l l  n o t i f y  B u y e r  

i n  w r i t i n g ,  s t a t i n g  t h e  a m o u n t  t h e r e o f ,  a l o n g  

w i t h  a d e q u a t e  s u p p o r t i n g  i n f o r m a t i o n ,  a n d  B u y ­

e r  w i l l ,  w i t h i n  t h i r t y  ( 3 0 )  d a y s  a f t e r  t h e  r e ­

c e i p t  o f  s u c h  n o t i c e  f r o m  S e l l e r ,  r e i m b u r s e  

S e l l e r  in t h e  a m o u n t  o f  s u c h  t a x e s .  T h e  r e i m ­

b u r s e m e n t  s h a l l  b e  b a s e d  u p o n  t h e  r a t i o  w h i c h  

t h e  v o l u m e  o f  g a s  B u y e r  h a s  t h e  r i g h t  to r e ­

c e i v e  h e r e u n d e r  a s  o f  t h e  d a t e  o f  a s s e s s m e n t  

b e a r s  t o  t h e  t o t a l  v o l u m e  o f  g a s  r e s e r v e s  

u n d e r l y i n g  t h e  p r o p e r t i e s  s u b j e c t  t o  t h i s  

a g r e e m e n t  a s  o f  t h e  a s s e s s m e n t  d a t e  o r  in  t h e  

e v e n t  t h e  l a n d s  s u b j e c t  t o  t h i s  a g r e e m e n t  a r e  

n o t  a s s e s s e d  s e p a r a t e l y  b u t  r a t h e r  a s  p a r t  o f  

o t h e r  l a n d s ,  t h e  r e i m b u r s e m e n t  s h a l l  b e  b a s e d  

u p o n  t h e  r a t i o  w h i c h  t h e  v o l u m e  c f  g a s  B u y e r  

h a s  t h e  r i g h t  t o  r e c e i v e  h e r e u n d e r  a s  o f  t h e  

d a t e  o f  a s s e s s m e n t  b e a r s  t o  t h e  t o t a l  v o l u m e  

o f  g a s  r e s e r v e s  u n d e r l y i n g  a l l  t h e  l a n d s  s o  

a s s e s s e d .  U n l e s s  t h e  t o t a l  g a s  u n d e r l y i n g  t h e  

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

p u r p o s e s ,  t h e  a m o u n t  o f  t h e  ad v a l o r e m  m i n e r a l  

r i g h t s  p r o p e r t y  t a x e s  a s s i g n e d  to  t h e  g a s  e a c h  

y e a r  s h a l l  b e  t h a t  p o r t i o n  o f  t h e  t o t a l  t a x  

t h a t  t h e  v a l u e  o f  t h e  g a s  b e a r s  t o  t h e  t o t a l  

v a l u e  o f  a l l  l i q u i d s  and  g a s  c o m b i n e d  a s  d e -
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•  •

t e r m i n e d  b y  t h e  a s s e s s o r  b e f o r e  a p p l y i n g  a n y  

d e p r e c i a t i o n  c h a r g e s ,  o p e r a t i n g  c o s t s  o r  

p r e s e n t  w o r t h  f a c t o r s .  T h e  i n t e n t  o f  t h i s  

p a r a g r a p h  is t h a t  t h e  B u y e r  s h a l l  p a y  a l l  ad 

v a l o r e m  m i n e r a l  r i g h t s  p r o p e r t y  t a x e s  r e a s o n ­

a b l y  a t t r i b u t a b l e  t o  g a s  w h i c h  B u y e r  h a s  t h e  

r i g h t  t o  r e c e i v e  h e r e u n d e r ,  a n d  t h e  a m o u n t  o f  

s u c h  t a x e s  s h a l l  b e  d e t e r m i n e d  in a n  e q u i t a b l e  

m a n n e r  to  p r o d u c e  t h a t  r e s u l t .  N o t h i n g  c o n ­

t a i n e d  h e r e i n  s h a l l  i m p l y  t h a t  B u y e r  h a s  a n y  

t i t l e  t o  a n y  v o l u m e  o f  g a s  it h a s  t h e  r i g h t  t o  

r e c e i v e  h e r e u n d e r .  F a i l u r e  o f  S e l l e r  to n o t i ­

f y  B u y e r ,  w i t h i n  o n e  ('I) y e a r  a f t e r  t h e  d u e  

d a t e ,  o f  t h e  p a y m e n t  b y  S e l l e r  o f  a n y  ad v a ­

l o r e m  m i n e r a l  r i g h t s  p r o p e r t y  t a x e s  o n  g a s  

w h i c h  b u y e r  h a s  t h e  r i g h t  to r e c e i v e  h e r e u n d e r  

s h a l l  c o n s t i -  t u t e  a w a i v e r  b y  S e l l e r  o f  t h e  

r e i m b u r s e m e n t  b y  B u y e r  f o r  t h a t  p a r t i c u l a r  

i t e m ,  b u t  s h a l l  n o t  c o n s t i t u t e  a w a i v e r  o f  a n y  

r i g h t s  t o  r e i m b u r s e m e n t  f o r  t h e  p a y m e n t  o f  

s u c h  t a x  f o r  s u b s e q u e n t  p e r i o d s .

(c) E x c e s s  R o y a l t y  P a y m e n t s  -  S e l l e r  a g r e e s  t o  

p a y  o r  c a u s e  t o  b e  p a i d  to  t h e  p a r t i e s  e n t i t l ­

ed t h e r e t o  a l l  r o y a l t i e s ,  o v e r r i d i n g  r o y a l t i e s  

o r  l i k e  c h a r g e s  a g a i n s t  s a i d  g a s  o r  t h e  v a l u e  

t h e r e o f .  B u y e r  a g r e e s  to r e i m b u r s e  S e l l e r  f o r  

a l l  " e x c e s s  r o y a l t y  p a y m e n t s "  w h i c h  S e l l e r  
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s h a l l  b e  r e q u i r e d  t o  p a y  to t h e  K. : a t e  o f  A l a s k a ,  

U n i t e d  S t a t e s  o f  A m e r i c a  o r  o t h e r  r o y a l t y  o w n e r s  

w i t h  r e s p e c t  t o  g a s  s o l d  a n d  d e l i v e r e d  t o  B u y e r  

h e r e u n d e r .  S u c h  p a y m e n t s  s h a l l  b e  m a d e  b y  B u y e r  

t o  S e l l e r  w i t h i n  t e n  (1 0 ) d a y s  f o l l o w i n g  r e c e i p t  

o f  s t a t e m e n t s  f r o m  S e l l e r  t h e r e f o r .  T h e  t e r m  

" e x c e s s  r o y a l t y  p a y m e n t s "  as  us h e r e i n  is d e f i n ­

ed a s  t h e  a m o u n t  b y  w h i c h  a c t u a l  r o y a l t y  p a y m e n t s  

b y  S e l l e r  t o  t h e  S t a t e  o f  A l a s k a ,  U n i t e d  S t a t e s  o f  

A m e r i c a ,  o r  o t h e r  r o y a l t y  o w n e r s  u n d e r  t h e  A g r e e ­

m e n t  e x c e e d  t h e  a m o u n t  s u c h  p a y m e n t  w o u l d  h a v e  

b e e n  if t h e  r o y a l t y  v a l u e  t h e r e u n d e r  h a d  b e e n  c a l ­

c u l a t e d  u p o n  t h e  s u m s  r e c e i v e d  b y  S e l l e r  p u r s u a n t  

t o  t h i s  a g r e e m e n t .

7 . 3  N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  p a r a g r a p h s  7 . 1

a b o v e ,  t h e  p r i c e  to  b e  p a i d  b y  B u y e r  t o  S e l l e r  f o r  

g a s  d e l i v e r e d  t o  B u y e r  h e r e u n d e r  s h a l l  n o t  e x c e e d  

t h e  a p p l i c a b l e  m a x i m u m  l a w f u l  p r i c e ,  and a d j u s t ­

m e n t s  t h e r e t o ,  p e r m i t t e d  b y  F E R C ,  t h e  C o n g r e s s ,  

t h e  P r e s i d e n t  o r  a n y  o t h e r  G o v e r n m e n t a l  a u t h o r i t y  

h a v i n g  j u r i s d i c t i o n  t o  e s t a b l i s h  s u c h  m a x i m u m  l a w ­

f u l  p r i c e s .

A R T I C L E  V I I I .  M E A S U R E M E N T

8 . 1  B u y e r  s h a l l  m e a s u r e  t h e  g a s  p u r c h a s e d  h e r e u n d e r  b y

m e a n s  o f  s t a n d a r d - t y p e  e q u i p m e n t  k n o w n  a s  t u r b i n e  

m e t e r s ,  c o n f o r m i n g  t o  t h e  r e q u i r e m e n t s  o f  A G A  G a s
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M e a s u r e m e n t  C o m m i t t e e  R e p o r t  N o .  7, i n s t a l l e d  in 

s e r i e s  o f  t w o  i d e n t i c a l  u n i t s  a t  t h e  p o i n t  o f  d e ­

l i v e r y ,  a n d  t h e  a v e r a g e  o f  t h e  t w o  m e a s u r e m e n t s  

s h a l l  b e  u s e d  a s  t h e  b a s i s  f o r  p u r c h a s e s  u n l e s s  

e i t h e r  B u y e r  o r  S e l l e r  m a y  s h o w  c a u s e  t o  t h e  o t h e r  

t h a t  g o o d  r e a s o n  e x i s t s  t o  c h o o s e  o n e  o r  t h e  o t h e r  

o f  t h e  s e r i e s  m e a s u r e m e n t s  to b e  p r e f e r a b l e  a n d  

m o r e  a c c u r a t e  p e n d i n g  a n y  n e c e s s a r y  r e p a i r s  o r  

a d j u s t m e n c s  t o  t h e  q u e s t i o n e d  m e a s u r e m e n t .  

I n s t a l l a t i o n  a nd  o p e r a t i o n  and m a i n t e n a n c e  o f  s a i d  

t u r b i n e  m e t e r s  s h a l l  b e  d o n e  b y  B u y e r .  S e l l e r  mc.y 

a t  i t s  o p t i o n  i n s t a l l  s u i t a b l e  o r i f i c e  m e t e r ( s )  

a l s o  i n  s e r i e s  w i t h  B u y e r ' s  t u r b i n e  n e t e r s  f o r  

p u r p o s e s  o f  a u d i t i n g  t h e  m e a s u r e m e n t  o b t a i n e d  f r o m  

s a i d  t u r b i n e  m e t e r s .  S a i d  o r i f i c e  m e t e r ( s ) ,  if 

i n s t a l l e d ,  s h a l l  b e  o p e r a t e d  a n d  m a i n t a i n e d  b y  

S e l l e r  a s  p r e s c r i b e d  b y  A G A  G a s  M e a s u r e m e n t  

C o m m i t t e e  R e p o r t  N o .  5 o r  s u b s e q u e n t  r e v i s i o n s  

t h e r e o f .  B u y e r  a n d  T e l l e r  e a c h  s h a l l  h a v e  a c c e s s  

t o  t h e  o t h e r ' s  m e a s u r i n g  e q u i p m e n t  a t  r e a s o n a b l e  

h o u r s ,  bi.t t h e  r e a d i n g ,  c a l i b r a t i n g ,  and a d j u s t i n g  

t h e r e o f  a n d  t h e  c h a n g i n g  o f  c h a r t s  s h a l l  b e  d o n e  

b y  t h e  r e s p e c t i v e  o w n e r .

A t  a p p r o p r i a t e  i n t e r v a l s ,  t h e  m e t e r s  a n d  i n s t r u ­

m e n t s  s h a l l  b e  c a l i b r a t e d  a nd if  i n  t h e  a g g r e g a t e  

t h e y  a r e  f o u n d  t o  b e  i n a c c u r a t e  b y  m o r e  t h a n  o n e  

p e r c e n t  ( 1 % ) ,  t h e  q u a n t i t i e s  o f  g a s  b a s e d  o n  s u c h



r e g i s t r a t i o n  s h a l l  b e  c o r r e c t e d  a t  t h e  r a t e  o f  

i n a c c u r a c y  f o r  a n y  p e r i o d  w h i c h  is k n o w n  o r  a g r e e d  

u p o n .  I n  t h e  e v e n t  t h e  p e r i o d  o f  i n a c c u r a c y  is 

n o t  k n o w n  o r  c a n n o t  b e  a g r e e d  u p o n ,  t h e n  r>uch 

p e r i o d  s h a l l  be  d e e m e d  to b e  t h i r t y  ( 3 0 )  d a y s .

A R T I C L E  I X ;  A M O U N T  O F  S E L L E R ' S  G A S

9.1 A s  s o o n  a s  is p r a c t i c a b l e  a f t e r  t h e  d a t e  o f  t h i s

a g r e e m e n t ,  S e l l e r  s h a l l  m a k e  a v a i l a b l e  t o  B u y e r  

a l l  i n f o r m a t i o n ,  m a t e r i a l  an d d a t a  w h i c h  S e l l e r

h a s  a v a i l a b l e  and d o e s  n o t  c o n s i d e r  c o n f i d e n t i a l  

c o n c e r n i n g  S e l l e r ' s  g a s .

9 . 2  A t  a n y  t i m e  d u r i n g  t h i s  c o n t r a c t ,  b u t  n o t  m o r e

o f t e n  t h a n  o n c e  e a c h  y e a r ,  S e l l e r  w i l l ,  a t  B u y e r ' s

r e q u e s t ,  f u r n i s h  t o  B u y e r  s u c h  g e o l o g i c a l ,  e n g i ­

n e e r i n g  a n d  p r o d u c t i o n  d a t a  ( e x c e p t  i n t e r p r e t i v e  

d a t a )  a v a i l a b l e  to S e l l e r ,  w i t h o u t  c o s t  t o  B u y e r ,  

a s  m a y  b e  n e e d e d  f o r  a n  i n d e p e n d e n t  d e t e r m i n a t i o n

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

t a i n i n g  t o  S e l l e r ' s  w e l l s , i n c l u d i n g  b u t  n o t  l i m i t ­

ed t o  p r e s s u r e  d a t a .

y e t  p r o d u c e d  s h a l l  b e  m a d e  b y  S e l l e r  a n d  B u y e r  u p ­

o n  t h e  w r i t t e n  r e q u e s t  b y  B u y e r ,  b u t  in  n o  e v e n t  

s o o n e r  t h a n  o n e  (1) y e a r  a f t e r  t h e  d a t e  o f  t h e  

l a s t  d e t e r m i n a t i o n .  T h e  e f f e c t i v e  d a t e  f o r  a n y

o f  g a s  r e s e r v e s  a n d  d e l i v e r a b i l i t y  t h e r e o f .  S u c h

9 . 3  D e t e r m i n a t i o n s  o f  t h e  c m o u n t  o f  S e l l e r ' s  g a s  n o t
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 — — -------------

•   I—

r e d e t e r m i n a t i o n  o f  t h e  a m o u n t  o f  S e l l e r ' s  g a s  n o t  

y e t  p r o d u c e d  s h a l l  b e  t h e  l a s t  d a y  o f  t h e  m o n t h  

f o l l o w i n g  t h e  d a t e  o f  n o t i c e  b y  B u y e r  f o r  s u c h  r e ­

d e t e r m i n a t i o n .  B u y e r ' s  r e l i a n c e  u p o n  a n y  s u c h  d e ­

t e r m i n a t i o n  o r  r e d e t e r m i n a t i o n  s h a l l  b e  a t  i t s  

s o l e  r i s k .

If , a s  a  r e s u l t  o f  a d e t e r m i n a t i o n  m a d e  s u b s e q u e n t  

t o  J a n u a r y  1 , 1 9 9 3  o f  t h e  a m o u n t  o f  S e l l e r ' s  g a s  

n o t  t h e n  / p r o d u c e d ,  i t  i s  d e t e r m i n e d  t h a t  t h e  

a m o u n t  o f  S e l l e r ' s  g a s  o n  t h e  d a t e  o f  t h i s  a g r e e ­

m e n t  w a s  l e s s  t h a n  t w o  h u n d r e d  t w e n t y  m i l l i o n  

( ' 2 0 , 0 0 0 , 0 0 0 )  M c f ,  p l u s  t h e  u n d e l i v e r e d  p o r t i o n  o f  

t h e  d e l i v e r y  o b l i g a t i o n s  c o n t a i n e d  i n  a n y  s u c h  

o t h e r  c o n t r a c t s  a s  S e l l e r  m a y  e n t e r  i n t o  p u r s u a n t  

t o  P a r a g r a p h s  9 . 5  o f  t h i s  A r t i c l e  I X ,  t h e n  t h e  

a n n u a l  c o n t r a c t  q u a n t i t i e s ,  s w i n g  f a c t o r s  a n d  

s w i n g  r a t e s  s e t  f o r t h  in P a r a g r a p h  5 . 1  o f  A r t i c l e  

V  h e r e o f  remainin'., o n  t h e  e f f e c t i v e  d a t e  f o r  s u c h  

d e t e r m i n a t i o n  s h a l l  b e  a d j u s t e d  as  o f  s u c h  d a t e  b y  

m u l t i p l y i n g  s a i d  q u a n t i t i e s ,  f a c t o r s  a n d  r a t e s  b y  

a  f r a c t i o n  t h e  n u m e r a t o r  o f  w h i c h  is t h e  a m o u n t  o f  

S e l l e r ' s  g a s  n o t  y e t  p r o d u c e d  a s  s o  d e t e r m i n e d ,  

e x p r e s s e d  in  M C F ,  a n d  t h e  d e n o m i n a t o r  o f  w h i c h  is 

t w o  h u n d r e d  t w e n t y  m i l l i o n  ( 2 2 0 , 0 0 0 , 0 0 0 )  M C F  p l u s  

t h e  u n d e l i v e r e d  p o r t i o n  o f  a n y  d e l i v e r y  o b l i g a ­

t i o n s  c o n t a i n e d  i n  a n y  s u c h  o t h e r  c o n t r a c t s .



9 . 5  S e l l e r  s h a l l  h a v e  t h e  r i g h t  a n d  o p t i o n  d u r i n g  t h e  

t e r m  h e r e o f ,  a t  a n y  t i m e  o r  t i m e s ,  t o  sell-, a n d  

d e l i v e r  S e l l e r ' s  g a s  t o  a n y  n e w  g a s  p u r c h a s e r  o r  

p u r c h a s e r s ,  o r  t o  i n c r e a s e  s a l e s  t o  e x i s t i n g  g a s  

p u r c h a s e r s ,  p r o v i d e d ,  h o w e v e r ,  s a i d  S e l l e r ' s  g a s  

t h a t  is t o  b e  s o l d  is n o t  n e e d e d  to m e e t  i t s  o b l i ­

g a t i o n s  t o  B u y e r  h e r e u n d e r .  I n  r e a c h i n g  i t s  d e c i ­

s i o n  f o r  s u c h  a d d i t i o n a l  s a l e s ,  S e l l e r  a g r e e s  t h a t  

i t  w i l l  n o t  o n  o r  a f t e r  t h e  d a t e  h e r e o f  e n t e r  i n t o  

a c o n t r a c t  o r  c o n t r a c t s  f o r  t h e  s a l e  o f  S e l l e r ' s  

g a s  w h i c h  o b l i g a t e s  S e l l e r  to d e l i v e r  a n y  S e l l e r ' s  

g a s  w h i c h  w o u l d  r e d u c e  t h e  q u a n t i t y  o f  S e l l e r ' s  

g a s  t o  a n  e x t e n t  t h a t  t h e  t o t a l  g a s  a v a i l a b l e  to  

B u y e r  u n d e r  t h i s  a g r e e m e n t  w o u l d  b e  l e s s  t h a n  t w o  

h u n d r e d  t w e n t y  m i l l i o n  ( 2 2 0 , 0 0 0 , 0 0 0 )  M c f .  I n  a d ­

d i t i o n ,  S e l l e r  w i l l  p r o v i d e  in t h e  s a l e s  c o n t r a c t  

w i t h  s a i d  g a s  p u r c h a s e r s  t h a t  if  a n y  f u t u r e  

d e t e r m i n a t i o n  o f  t h e  a m o u n t  o f  S e l l e r ' s  g a s  n o t  

y e t  p r o d u c e d ,  t o g e t h e r  w i t h  t h e  a m o u n t  o f  p r i o r  

d e l i v e r i e s  U i J e r  t h i s  c o n t r a c t ,  i s  f o u n d  t o  b e  

l e s s  t h a n  2 2 0 , 0 0 0 , 0 0 0  M c f  p l u s  t h e  a m o u n t  o f  g a s  

s o l d  i n  s u c h  n e w  c o n t r a c t  o r  c o n t r a c t s ,  t h e  

p u r c h a s e r  (s) o f  s a i d  g a s  s h a l l  d e d u c t  f r o m  t h e  

q u a n t i t i e s  t o  b e  p u r c h a s e d  s u c h  a m o u n t s  a s  a r e  

r e q u i r e d  t o  e n a b l e  B u y e r  t o  p u r c h a s e  a t o t a l  o f  

2 2 0 , 0 0 0 , 0 0 0  M c f  h e r e u n d e r .

9 . 6  B u y e r  w i l l ,  s u b j e c t  to a l l  t h e  t e r m s ,  c o n d i t i o n ,  

r e s e r v a t i o n s  a n d  l i m i t a t i o n s  s e t  f o r t h  i n  t h i s
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a g r e e m e n t ,  a c c e p t  f r o m  S e l l e r  d u r i n g  t h e  t e r m  

h e r e o f  a  t o t a l  q u a n t i t y  o f  g a s  u p  t o  b u t  n o t  in 

e x c e s s  o f  t w o  h u n d r e d  t w e n t y  m i l l i o n  ( 2 2 0 , 0 0 0 , 0 0 0 )  

M C F ,  w h i c h  c a n  be p r o d u c e d  and  d e l i v e r e d  f r o m  t h e  

l a n d s  a n d  l e a s e h o l d s  d e s c r i b e d  i n  E x h i b i t  "A". 

S e l l e r ,  h o w e v e r ,  r e s e r v e s  t h e  r i g h t ,  i n  i t s  s o l e  

d i s c r e t i o n ,  t o  d e l i v e r  g a s  f r o m  l a n d s  a n d  l e a s e ­

h o l d s  o t h e r  t h a n  t h o s e  d e s c r i b e d  in s a i d  E x h i b i t  

" A "  w i t h o u t  i n  a n y  w a y  e n l a r g i n g  i t s  d e l i v e r y  

o b l i g a t i o n s  h e r e u n d e r .

A R T I C L E  X:  W A R R A N T Y  O F  T I T L E

1 0 . 1  T h i s  c o n t r a c t  e m b r a c e s  o n e  h u n d r e d  p e r c e n t  ( 1 0 0 % )  

o f  t h e  g a s  d e l i v e r e d  a n d  p u r c h a s e d  h e r e u n d e r  and 

S e l l e r  w a r r a n t s  t h a t  i t  h a s  f u l l  a n d  u n q u a l i f i e d  

t i t l e  a n d  a u t h o r i t y  t o  s e l l  s u c h  g a s  to B u y e r  u p o n  

t h e  t e r m s  a n d  c o n d i t i o n s  h e r e i n  s p e c i f i e d .  B u y e r  

s h a l l  p a y  S e l l e r  f o r  o n e  h u n d r e d  p e r c e n t  ( iu0 %) of 

a l l  g a s  s o l d  a n d  d e l i v e r e d  to B u y e r  h e r e u n d e r ,  and 

S e l l e r  s h a l l  p a y  t h e  r o y a l t y  o w n e r s ,  t h e  o t h e r  

o w n e r s  o f  t h e  w o r k i n g  i n t e r e s t  a n d  a l l  o t h e r  

p e r s o n s ,  if a n y ,  o w n i n g  a n  i n t e r e s t  in s u c h  g a s  

t h e  p r o p o r t i o n a t e  p a r t  d u e  e a c h  o f  t h e m  f o r  and 

w i t h  r e s p e c t  to  t h e  s a l e  o f  such' g a s .  S e l l e r  

a g r e e s  t o  i n d e m n i f y  arvd h o l d  B u y e r  h a r m l e s s  f r o m  

a n d  a g a i n s t  a n y  a nd a l l  c l a i m s  a r i s i n g  o u t  o f  the 

w r o n g f u l  p a y m e n t  o * o r  f a i l u r e  t o  p a y  a n y  o w n e r  o f  

a n  i n t e r e s t  in s u c h  g a s ,  a n d  a g a i n s t  a l l  s u i t s ,
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a c t i o n s ,  d e b t s ,  a c c o u n t s ,  d a m a g e s ,  c o s t s ,  l o s s e s  

a n d  e x p e n s e s  a r i s i n g  f r o m  o r  o u t  o f  a n y  a d v e r s e  

c l a i m s  t o  o r  a g a i n s t  s u c h  g a s  o r  a n y  i n t e r e s t  

t h e r e i n  o r  i n  t h e  v a l u e  t h e r e o f .  S e l l e r  f u r t h e r  

a g r e e s  t o  w a r r a n t  a n d  f o r e v e r  d e f e n d  u n t o  B u y e r  

t h e  t i t l e  t o  a l l  g a s  d e l i v e r e d  to  B u y e r  h e r e u n d e r ,  

a n d  w a r r a n t s  t h a t  s u c h  g a s  is f r e e  f r o m  a n y  and' 

a l l  l i e n s ,  c h a r g e s ,  a d v e r s e  c l a i m s  a n d  e n c u m ­

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

g a s  to B u y e r  h e r e u n d e r .
I

A R T I C L E  X I :  B I L L I N G  A N D  P A Y M E N T

1 1 . 1  O n  o r  b e f o r e  t h e  l a s t  d a y  o f  e a c h  c a l e n d a r  m o n t h  

a f t e r  t h e  m o n t h  o f  i n i t i a l  d e l i v e r y  o f  g a s  

h e r e u n d e r ,  B u y e r  a g r e e s  t o  a c c o u n t  a n d  m a k e  

p a y m e n t  t o  S e l l e r  f o r  a l l  g a s  r e c e i v e d  b y  B u y e r  

d u r i n g  t h e  p r e c e d i n g  c a l e n d a r  m o n t h -  o r  b i l l i n g  

p e r i o d .  P a y m e n t s  a r e  t o  b e  b a s e d  o n  g a s  p u r c h a s e d  

b y  B u y e r  a t  i t s  m e a s u r i n g  s t a t i o n  a t  t h e  p o i n t  of 

d e l i v e r y  d u r i n g  t h e  a p p l i c a b l e  b i l l i n g  p e r i o d .

1 1 . 2  I f  B u y e r  s h a l l  f a i l  i n  a n y  y e a r  d u r i n g  t h e  t e r m  

h e r e o f  to  t a k e  t h e  A n n u a l  C o n t r a c t  Q u a n t i t y ,  t h e n  

S e l l e r  s h a l l ,  w i t h i n  s i x t y  ( 6 0 )  d a y s  a f t e r  t h e  end 

o f  s u c h  y e a r ,  r e n d e r  a  b i l l  t o  B u y e r  f o r  t h e  

a m o u n t  o f  t h e  d e f i c i e n c y  b a s e d  o n  t h e  a v e r a g e  

p r i c e  p a i d  f o r  g a s  d e l i v e r e d  h e r e u n d e r  d u r i n g  t h e  

l a s t  m o n t h  o f  t h e  y e a r  in  w h i c h  s u c h  d e f i c i e n c y
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o c c u r r e d .  I n  c o m p u t i n g  t h e  a m o u n t  d u e  S e l l e r  f or  

a n y  d e f i c i e n c y  in t a k i n g s  b y  B u y e r  o c c u r r i n g  

d u r i n g  a n y  y e a r ,  t h e  f o l l o w i n g  q u a n t i t i e s  s h a l l  be 

d e d u c t e d  f r o m  s u c h  d e f i c i e n c y :

(a) T h e  t o t a l  o f  t h e  d a i l y  q u a n t i t i e s  o f  g a s  w h i c h

B u y e r  r e q u e s t s  ( u p  t o  a n d  i n c l u d i n g  t h e  S w i n g

R a t e )  a n d  w h i c h  S e l l e r  f a i l s  t o  d e l i v e r  o n  a n y  

d a y  o r  d a y s  d u r i n g  s u c h  y e a r .

(b) T h e  t o t a l  o f  t h e  q u a n t i t i e s  o f  g a s  n o t

i n c l u d e d  in (a) a b o v e  w h i c h  B u y e r  is  u n a b l e  to 

t a k e  o n  a n y  d a y  o r  d a y s  d u r i n g  s u c h  y e a r  b y  

r e a s o n  o f  f o r c e  m a j e u r e  o r  f o r  f a i l u r e  t o  m e e t  

t h e  q u a l i t y  r e q u i r e m e n t s  o f  A r t i c l e  X.

B u y e r  a g r e e s  to  m a k e  f u l l  p a y m e n t  f o r  t h e  f u l l  

a m o u n t  f o r  s u c h  d e f i c i e n c y  w i t h i n  f i f t e e n  (15) 

d a y s  a f t e r  r e c e i p t  o f  s u c h  b i l l .

A R T I C L E  X I I :  T A X E S

1 2 . 1  S u b j e c t  t o  r e i m b u r s e m e n t  a s  p r o v i d e d  i n  t h i s

a g r e e m e n t ,  S e l l e r  s h a l l  p a y  a l l  g r o s s  p r o d u c t i o n ,  

s e v e r a n c e  a n d  o t h e r  t a x e s  n o w  ' o r  h e r e a f t e r  

r e q u i r e d  b y  l a w  t o  b e  p a i d  t o  g o v e r n m e n t a l  

a u t h o r i t i e s  w i t h  r e s p e c t  t o  t h e  p r o d u c t i o n  o r  

o t h e r  h a n d l i n g  o f  g a s  a t  a n y  p o i n t  u p s t r e a m  f r o m  

t h e  p o i n t  o f  d e l i v e r y .
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13 .1  I f  a n y  p a r t y  i s  r e n d e r e d  u n a b l e ,  w h o l l y  o r  i n  

p a r t ,  b y  f o r c e  m a j e u r e  o r  o t h e r  c a u s e s  h e r e i n  

s p e c i f i e d ,  t o  c a r r y  o u t  i t s  o b l i g a t i o n s  u n d e r  t h i s  

c o n t r a c t ,  t h e n  u p o n  s u c h  p a r t y ' s  g i v i n g  n o t i c e  a n d  

r e a s o n a b l y  f u l l  p a r t i c u l a r s  o f  s u c h  f o r c e  m a j e u r e  

i n  w r i t i n g  o r  b y  t e l e g r a p h  t o  t h e  o t h e r  p a r t y  

w i t h i n  a r e a s o n a b l e  t i m e  a f t e r  t h e  o c c u r r e n c e  o f  

t h e  c a u s e  r e l i e d  o n ,  t h e  o b l i g a t i o n s  o f  t h e  p a r t y  

g i v i n g  s u c h  n o t i c e ,  s o  f a r  as t h e y  a r e  a f f e c t e d  b y  

s u c h  f o r c e  m a j e u r e  o r  o t h e r  c a u s e s  h e r e i n  s p e c i ­

f i e d ,  s h a l l  b e  s u s p e n d e d  d u r i n g  t h e  c o n t i n u a n c e  o f  

s u c h  c a u s e ,  b u t  f o r  n o  l o n g e r  p e r i o d ,  a n d  s u c h  

c a u s e  s h a l l  b e  r e m e d i e d  s o  f a r  a s  p o s s i b l e  w i t h  

a l l  r e a s o n a b l e  d i s p a t c h .

1 3 . 2  T h e  t e r m  " f o r c e  m a j e u r e "  a s  e m p l o y e d  h e r e i n  m e a n s  

a c t s  o f  G o d ;  s t r i k e s ,  l o c k o u t s  o r  o t h e r  i n d u s t r i a l  

d i s t u r b a n c e s  ( i n c l u d i n g  a n  e v e n t  o f  f o r c e  m a j e u r e  

w h i c h  c a u s e s  a m a j o r  c u s t o m e r  o f  B u y e r  to i n t e r ­

r u p t  i t s  g a s  p u r c h a s e s ) ;  a c t s  o f  t h e  p u b l i c  e n e m y ;  

w a r s ;  b l o c k a d e s ;  i n s u r r e c t i o n s ;  r i o t s ;  e p i d e m i c s ;  

l a n d s l i d e s ;  l i g h t n i n g ;  e a r t h q u a k e s ;  f i r e s ;  s t o r m s ;  

f l o o d s ;  w a s h o u t s ;  a r r e s t s  and r e s t r a i n t s  o f  t h e  

g o v e r n m e n t ,  e i t h e r  f e d e r a l  o r  s t a t e ,  c i v i l  o r  

m i l i t a r y ;  c i v i l  d i s t u r b a n c e s ;  e x p l o s i o n s ;  b r e a k ­

a g e ;  b r e a k d o w n  o r  a c c i d e n t  to m a c h i n e r y ,  e q u i p m e n t  

o r  l i n e s  o f  p i p e ;  t h e  n e c e s s i t y  o r  d e s i r a b i l i t y  o f

ART ICLE  X I I I :  FORCE MAJEURE
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• f
r e p a i r i n g ,  a l t e r i n g ,  m a i n t a i n i n g ,  i n s p e c t i n g ,  

r e p l a c i n g ,  c h a n g i n g  t h e  s i z e  o f ,  s u b s t i t u t i n g  o r  

r e m o v i n g  m a c h i n e r y ,  e q u i p m e n t ,  p i p e l i n e s  o r  

a p p u r t e n a n t  f a c i l i t i e s ;  a n d  a n y  o t h e r  c a u s e s ,

w h e t h e r  o f  t h e  k i n d  h e r e i n  e n u m e r a t e d  o r  o t h e r ­

w i s e ,  n o t  r e a s o n a b l y  w i t h i n  t h e  c o n t r o l  o f  t h e  

p a r t y  c l a i m i n g  s u s p e n s i o n ,  a n d  w h i c h  b y  t h e ’ 

e x e r c i s e  o f  d u e  d i l i g e n c e  s u c h  p a r t y  is u n a b l e ,  

w h o l l y  o r  i n  p a r t ,  t o  p r e v e n t  o r  o v e r c o m e .  S u c h  

t e r m  l i k e w i s e  i n c l u d e s  (i) i n  t h o s e  i n s t a n c e s  

w h e r e  e i t h e r  p a r t y  h e r e t o  is r e q u i r e d  t o  o b t a i n

s e r v i t u d e s ,  r i g h t - o f - w a y  g r a n t s ,  p e r m i t s ,  e x c e p ­

t i o n s  o r  l i c e n s e s  t o  e n a b l e  s u c h  p a r t y  to f u l f i l l  

i t s  o b l i g a t i o n  h e r e u n d e r ,  t h e  i n a b i l i t y  o f  s u c h  

p a r t y  t o  a c q u i r e ,  o r  t h e  d e l a y s  o n  t h e  p a r t  o f s u c h

p a r t y  i n  a c q u i r i n g ,  a t  r e a s o n a b l e  c o s t  a n d  a f t e r

t h e  e x e r c i s e  o f  r e a s o n a b l e  d i l i g e n c e ,  s u c h  

s e r v i t u d e s ,  r i g h t - o f - w a y  g r a n t s ,  p e r m i t s ,  e x c e p ­

t i o n s  o r  l i c e n s e s ,  a n d  (ii) in t h o s e  i n s t a n c e s

w h e r e  e i t h e r  p a r t y  h e r e t o  is r e q u i r e d  t o  f u r n i s h  

m a t e r i a l s  a n d  s u p p l i e s  f o r  t h e  p u r p o s e  o f  c o n ­

s t r u c t i n g  o r  m a i n t a i n i n g  f a c i l i t i e s  o r  is r e q u i r e d  

t o  s e c u r e  p e r m i t s  o r  p e r m i s s i o n  f r o m  a n y  g o v e r n ­

m e n t a l  a g e n c y  ( f e d e r a l ,  s t a t e  o r  m u n i c i p a l ,  c i v i l

o r  m i l i t a r y )  t o  e n a b l e  s u c h  p a r t y  t o  f u l f i l l  i t s  

o b l i g a t i o n s  h e r e u n d e r ,  t h e  i n a b i l i t y  o f  s u c h  p a r t y  

t o  a c q u i r e ,  o r  t h e  d e l a y s  o n  t h e  p a r t  o f  s u c h
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p a r t y  in  a c q u i r i n g ,  a t  r e a s o n a b l e  c o s t  a n d  a f t e r  

t h e  e x e r c i s e  o f  r e a s o n a b l e  d i l i g e n c e ,  s u c h  m a t e ­

r i a l  a n d  s u p p l i e s ,  p e r m i t s  a n d  p e r m i s s i o n s .  

S e t t l e m e n t  o f  s t r i k e s  o r  l o c k o u t s  s h a l l  b e  e n t i r e ­

l y  w i t h i n  t h e  d i s c r e t i o n  o f  t h e  p a r t y  h a v i n g  t h e  

d i f f i c u l t y  a n d  t h e  a b o v e  r e q u i r e m e n t  t h a t  a n y  

f o r c e  m a j e u r e  s h a l l  b e  r e m e d i e d  w i t h  a l l  r e a s o n ­

a b l e  d i s p a t c h  s h a l l  n o t  r e q u i r e  t h e  s e t t l e m e n t  o f  

s t r i k e s  o r  l o c k o u t s  b y  a c c e d i n g  t o  t h e  d e m a n d s  o f  

t h e  o p p o s i n g  p a r t y  w h e n  s u c h  c a u s e  is i n a d v i s a b l e  

i n  t h e  d i s c r e t i o n  o f  t h e  p a r t y  h a v i n g  t h e  d i f f i ­

c u l t y .

1 3 . 3  I n  t h e  e v e n t  B u y e r  i n v o k e s  f o r c e  m a j e u r e  h e r e ­

u n d e r ,  B u y e r  a g r e e s  t o  t a k e  g a s  f r o m  S e l l e r  r a t a ­

b l y  i n s o f a r  a s  p o s s i b l e ,  b a s e d  o n  d e l i v e r a b i l i t y ,  

w i t h  a l l  o t h e r s  s u p p l y i n g  g a s  t o  B u y e r  d u r i n g  s u c h  

p e r i o d s  o f  f o r c e  m a j e u r e .

A R T I C L E  X I V ;  D E F A U L T  A N D  T E R M I N A T I O N

1 4 . 1  I f  e i t h e r  p a r t y  h e r e t o  s h a l l  f a i l  t o  p e r f o r m  a n y  

o f  t h e  c o v e n a n t s  o r  o b l i g a t i o n s  i m p o s e d  u p o n  it 

u n d e r  a n d  b y  v i r t u e  o f  t h i s  a g r e e m e n t ,  t h e  o t h e r  

p a r t y  h e r e t o ,  i n  a d d i t i o n  t o  a n y  a n d  a l l  o t h e r  

r e m e d i e s  w h i c h  i t  m a y  h a v e ,  m a y  a t  i t s  o p t i o n  

t e r m i n a t e  t h i s  a g r e e m e n t  b y  p r o c e e d i n g  a s  f o l ­

l o w s :  T h e  p a r t y  n o t  i n  d e f a u l t  s h a l l  c a u s e  a

w r i t t e n  n o t i c e  t o  b e  s e r v e d  o n  t h e  p a r t y  in d e ­

f a u l t ,  s t a t i n g  s p e c i f i c a l l y  t h e  c a u s e  f o r  t e r m i -



n a t i n g  t h i s  a g r e e m e n t  a nd d e c l a r i n g  it t o  b e  t h e  

i n t e n t i o n  o f  t h e  p a r t y  g i v i n g  n o t i c e  t o  t e r m i n a t e  

t h e  s a m e ?  w h e r e u p o n  t h e  p a r t y  in  d e f a u l t  s h a l l  

h a v e  s i x t y  f60 )  d a y s  a f t e r  t h e  s e r v i c e  o f  t h e  

a f o r e s a i d  n o t i c e  i n  w h i c h  t o  r e m e d y ,  r e m o v e  o r  

t a k e  a l l  a p p r o p r i a t e  a c t i o n  t o  r e m e d y  o r  r e m o v e  

t h e  c a u s e  o r  c a u s e s  s t a t e d  i n  t h e  n o t i c e  f o r  

t e r m i n a t i n g  t h i s  a g r e e m e n t ,  a n d  if, w i t h i n  s a i d  

p e r i o d  o f  s i x t y  ( 6 0 )  d a y s ,  t h e  p a r t y  in  d e f a u l t  

d o e s  s o  r e m e d y  o r  t a k e  a l l  a p p r o p r i a t e  a c t i o n  t o  

u n d e r t a k e  t:o r e m e d y  o r  r e m o v e  s a i d  c a u s e  o r  

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

t h e  p a r t y  n o t  i n  d e f a u l t  f o r  a n y  a n d  a l l  c o n s e ­

q u e n c e s  o f  s u c h  b r e a c h ,  t h e n  s u c h  n o t i c e  s h a l l  b e  

. w i t h d r a w n  a n d  t h i s  a g r e e m e n t  s h a l l  c o n t i n u e  in 

f u l l  f o r c e  a n d  e f f e c t .  I n  c a s e  t h e  p a r t y  in 

d e f a u l t  d o e s  n o t  s o  r e m e d y ,  r e m o v e  o r  t a k e  a l l  

a p p r o p r i a t e  a c t i o n  t o  u n d e r t a k e  t o  r e m e d y  o r  

r e m o v e  t h e  c a u s e  o r  c a u s e s  a n d  d o e s  n o t  i n d e m n i f y  

t h e  p a r t y  g i v i n g  t h e  n o t i c e  f r o m  a n y  a nd  a l l  c o n ­

s e q u e n c e s  o f  s u c h  b r e a c h  w i t h i n  s a i d  p e r i o d  o f  

s i x t y  (6 0)  d a y s ,  t h i s  a g r e e m e n t ,  a t  t h e  o p t i o n  o f  

t h e  p a r t y  g i v i n g  t h e  n o t i c e ,  s h a l l  t e r m i n a t e  u p o n  

t h e  e x p i r a t i o n  o f  s a i d  p e r i o d .

A R T I C L E  X V :  T F .RM

1 5 . 1  T h e  t e r m  o f  t h i s  c o n t r a c t  s h a l l  c o m m e . . c e  o n  t h e  

d a t e  o f  i n i t i a l  d e l i v e r y  o f  g a s  h e r e u n d e r  a n d



s h a l l  c o n t i n u e  t h e r e a f t e r  in f o r c e  a n d  e f f e c t  f o r  

a p e r i o d  o f  f i f t e e n  ( 1 5 )  y e a r s  o r  l o n g e r  a s  m a y  

b e  r e q u i r e d  u n d e r  A r t i c l e  V  h e r e o f  t o  e n a b l e  

B u y e r  t o  r e c e i v e  g a s  w h i c h  h a s  n o t  t h e r e t o f o r e  

b e e n  a v a i l a b l e  to  B u y e r  f r o m  S e l l e r ,  a s  p r o v i d e d  

in  A r t i c l e  V  h e r e o f .

A R T I C L E  X V I :  A S S I G N M E N T

1 6 . 1  T h e  t e r m s  and p r o v i s i o n s  o f  t h i s  c o n t r a c t  s h a l l  

e x t e n d  to a nd  b e  b i n d i n g  u p o n  t h e  p a r t i e s  h e r e t o ,  

t h e i r  r e s p e c t i v e  s u c c e s s o r s  a n d  a s s i g n s ,  p r o v i d ­

e d ,  h o w e v e r ,  t h a t  n o  c h a n g e  i n  o w n e r s h i p  o r  

c h a n g e  in  a n y  r i g h t  t o  r e c e i v e  p a y m e n t  h e r e u n d e r  

w i t h  r e s p e c t  to S e l l e r ' s  l e a s e s ,  w e l l s  o r  t h e  g a s  

p r o d u c e d  t h e r e f r o r  s h a l l  b e  b i n d i n g  u p o n  B u y e r  

u n t i l  t h e  f i r s t  ( 1 s t )  d a y  o f  t h e  c a l e n d a r  m o n t h  

n e x t  f o l l o w i n g  t h e  d a t e  u p o n  w h i c h  B u y e r  s h a l l  

h a v e  b e e n  f u r n i s h e d  w i t h  c e r t i f i e d  c o p i e s  o f  

r e c o r d e d  i n s t r u m e n t s  a nd  o t h e r  p r o p e r  and s u f f i ­

c i e n t  e v i d e n c e  s u p p o r t i n g  a n d  d e f i n i n g  s u c h  

c h a n g e ,  w i t h o u t  r e g a r d  t o  w h e t h e r  B u y e r  h a s  h a d  

p r e v i o u s  n o t i c e  o r  k n o w l e d g e  t h e r e o f .

1 6 . 2  S e l l e r  a g r e e s  to i n d e m n i f y ,  deferri a nd  h o l d  h a r m ­

l e s s  B u y e r  a g a i n s t  a n y  c l a i m ,  a c t i o n ,  s u i t  o r  d e ­

m a n d  b y  a n y  t r a n s f e r e e  o r  m o r t g a g e e  o f  S e l l e r  

w h i c h  c o n t e n d s  o r  a l l e g e s  t h a t  t h e  l a n d s  d e s c r i b ­

ed o n  E x h i b i t  A  a r e  n o t  s u b j e c t  to  t h i s  c o n ­

t r a c t  .
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1 7 . 1  A n y  n o t i c e ,  r e q u e s t ,  d e m a n d  o r  s t a t e m e n t  p r o v i d e d  

f o r  in  t h i s  c o n t r a c t  s h a l l  b e  in w r i t i n g  a n d  s h a l l  

b e  d e e m e d  d e l i v e r e d  s e v e n  (7) d a y s  a f t e r  t h e  p o s t ­

m a r k e d  d a t e  w h e n  m a i l e d  b y  r e g i s t e r e d  o r  c e r t i f i e d  

m a i l  t o  t h e  p o s t  o f f i c e  a d d r e s s  o f  e a c h  o f  t h e  

p a r t i e s  h e r e t o  a s  f o l l o w s :

B U Y E R :  A l a s k a  P i p e l i n e  C o m p a n y

P. 0. B o x  6 2 8 8  

3 0 0 0  S p e n a r d  R o a d  

A n c h o r a g e ,  A l a s k a  9 9 5 0 2  

A t t e n t i o n :  P r e s i d e n t

S E L L E R :  S h e l l  O i l  C o m p a n y

A t t e n t i o n :  N a t u r a l  G a s

P .  0. B o x  5 7 6  

H o u s t o n ,  T e x a s  7 7 0 0 1

o r  a t  s u c h  a d d r e s s  a s  S e l l e r  o r  B u y e r  s h a l l  f r o m  

t i m e  t o  t i m e  d e s i g n a t e  b y  l e t t e r  p r o p e r l y  

a d d  r e s s e d  .

A R T I C L E  X V I I I :  G O V E R N M E N T  R E G U L A T I O N S

1 8. 1  T h i s  contrcict, a n d  e a c h  p r o v i s i o n  h e r e o f  s h a l l  b e  

s u b j e c t  t o  a l l  v a l i d  a p p l i c a b l e  f e d e r a l  a nd  s t a t e  

l a w s  a n d  to a l l  p r e s e n t  and f u t u r e  v a l i d  o r d e r s ,  

r u l e s  a n d  r e g u l a t i o n s  o f  a n y  d u l y  c o n s t i t u t e d  

r e g u l a t o r y  b o d y  o f  t h e  F e d e r a l  G o v e r n m e n t ,  t h e  

i^tate o f  A l a s k a  o r  a n y  o t h e r  a u t h o r i t y  h a v i n g  

j u r i s d i c t i o n  h e r e o f .

1 G . 2  B u y e r  s h a l l  p r o m p t l y  u n d e r t a k e  t o  o b t a i n  a n  i n i­

t i a l  d e t e r m i n a t i o n  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s

ART ICLE  X V I I ;  NOTICE
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C o m m i s s i o n  t h a t  t h e  c o s t s  i n c u r r e d  b y  B u y e r  

h e r e u n d e r  c o n s t i t u t e  r e a s o n a b l e  a n d  r e c o v e r a D l e  

c o s t s  o f  B u y e r ' s  p u b l i c  u t i l i t y  b u s i n e s s .  i n  t h e  

e v e n t  t h a t  w i t h i n  n i n e t y  (9 0 ) d a y s  f r o m  t h e  d a t e  

o f  t h i s  c o n t r a c t  s u c h  d e t e r m i n a t i o n  i s  r e f u s e d ,  

t h e n  B u y e r  o r  S e l l e r  m a y  b y  w r i t t e n  n o t i c e  

t e r m i n a t e  t h i s  c o n t r a c t .

A R T I C L E  X I X :  P A C I F I C  A L A S K A  L N G  A S S O C I A T E S

1 9 * 1  S e l l e r  h e r e i n  s h a l l  c a n c e l  t h a t  c e r t a i n  A g r e e m e n t  

e n t i t l e d  " G a s  S a l e  a n d  p u r c h a s e  A g r e e m e n t "  d a t e d  

J u l y  1 1 ,  1 9 7 7  b e t w e e n  i t s e l f  a n d  p a c i f i c  A l a s k a

L N G  A s s o c i a t e s  c o n c u r r e n t l y  w i t h  t h e  e x e c u t i o n  o f  

t h i s  C o n t r a c t .  N o t i c e  s h a i l  b e  b y  C e r t i f i e d  M a i l ,  

r e t u r n  r e c e i p t  r e q u e s t e d .

A R T I C L E  X X :  M I S C E L L A N E O U S

2 0 . 1  E a c h  p a r t y  s h a l l  p r o m p t l y  f u r n i s h  t o  t h e  o t h e r  

p a r t y  c o p i e s  o f  a n y  a n d  a l l  n o t i c e s ,  d e t e r m i n a ­

t i o n s ,  o r d e r s ,  d o c u m e n t s ,  a p p l i c a t i o n s  a n d  f o r m s  

f i l e d  o r  r e c e i v e d  w i t h  o r  f r o m  t h e  F e d e r a l  E n e r g y  

R e g u l a t o r y  C o m m i s s i o n  'ind w i t h  o r  f r o m  t h e  p u b l i c  

U t i l i t i e s  C o m m i s s i o n  o f  A l a s k a  r e l a t i v e  t o  t h e  

g a s ,  w e l l s  a n d  l e a s e s  i n  t h e  c o n t r a c t  a r e a .

2 0 . 2  T h i s  c o n t r a c t  w a s  p r e p a r e d  j o i n t l y  b y  t h e  p a r t i e s  

h e r e t o  a n a  n o t  b y  e i t h e r  t o  t h e  e x c l u s i o n  o f  t h e  

o t h e r .

- 4 5 -



2 0 . 3  T h e  f a i l u r e  o f  e i t h e r  p a r t y  to i n s i s t  u p o n  s t r i c t  

p e r f o r m a n c e  o f  a n y  p r o v i s i o n  h e r e o f  s h a l l  n o t  

c o n s t i t u t e  a  w a i v e r  o f ,  o r  e s t o p p e l  a g a i n s t  

a s s e r t i n g ,  t h e  r i g h t  t o  r e q u i r e  s u c h  p e r f o r m a n c e  

i n  t h e  f u t u r e ,  n o r  s h a l l  a w a i v e r  o r  e s t o p p e l  i n  

a n y  o n e  i n s t a n c e  c o n s t i t u t e  a w a i v e r  o r  e s t o p p e l  

w i t h  r e s p e c t  t o  a l a t e r  b r e a c h  o f  a  s i m i l a r  n a t u r e  

o r  o t h e r w i s e .

2 0 . 4  T i m e  is o f  t h e  e s s e n c e  w i t h  r e g a r d  to a l l  o b l i g a ­

t i o n s  t o  b e  p e r f o r m e d  o n  o r  b y  a s p e c i f i e d  d a t e ,  

i f  a n y ,  h e r e i n  c o n t a i n e d .

2 0 . 5  T h i s  c o n t r a c t  s h a l l  b e  g o v e r n e d  b y  a n d  c o n s t r u e d

i n  a c c o r d a n c e  w i t h  t h e  l a w s  o f  t h e  S t a t e  o f

A l a s k a ,  e x c l u d i n g  a n y  c o n f l i c t s - o f - l a w  r u l e  o r  

p r i n c i p l e  w h i c h  m i g h t  r e f e r  s u c h  c o n s t r u c t i o n  to  

t h e  l a w s  o f  a n o t h e r  s t a t e .

2 0 . 6  I n  t h e  e v e n t  B u y e r  h a s  n o t  o b t a i n e d  f i n a n c i n g

a c c e p t a b l e  t o  B u y e r  f o r  p i p e l i n e  c o n s t r u c t i o n  a n d  

i n s t a l l a t i o n  o n  o r  b e f o r e  o n e  h u n d r e d  e i g h t y  ( 1 8 0 )  

d a y s  a f t e r  t h e  e x e c u t i o n  o f  t h i s  a g r e e m e n t  a n d  s o  

n o t i f i e s  S e l l e r ,  t h e n  e i t h e r  p a r t y  m a y  t e r m i n a t e  

t h i s  a g r e e m e n t  b y  w r i t t e n  n o t i c e .  I n  t h e  e v e n t

B u y e r  o b t a i n s  f i n a n c i n g  p r i o r  to s a i d  o n e  h u n d r e d  

e i g h t y  ( 1 8 0 )  d a y s ,  B u y e r  s h a l l  n o t i f y  S e l l e r  w i t h ­

i n  a  r e a s o n a b l e  t i m e  t h e r e a f t e r .



I N  W I T N E S S  W H E R E O F ,  t h e  p a r t i e s  h e r e t o  h a v e  c a u s e d  t h i s  

i n s t r u m e n t  t o  b e  e x e c u t e d ,  i n  m u l t i p l e  o r i g i n a l s ,  o n  t h e  d a y  

a n d  y e a r  f i r s t  h e r e i n a b o v e  w r i t t e n .

B U Y E R

A L A S K A  P I P E L I N E  C O M P A N Y

By_
P r e s i d e n t

S E L L E R  

S H E L L  O I L  C O M P A N Y
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B E F O R E  M E ,  t h e  u n d e r s i g n e d  a u t h o r i t y ,  o n  t h i s  d a y

p e r s o n a l l y  a p p e a r e d  2 *  A *  7 Z C L , P r e s i d e n t  o f  A t A S K A  

P I P E L I N E  C O M P A N Y ,  a  c o r p o r a t i o n ,  k n o w n  t o  m e  to  b e  t h e  p e r ­

s o n  w h o s e  n a m e  is  s u b s c r i b e d  t o  t h e  f o r e g o i n g  i n s t r u m e n t ,  

a n d  a c k n o w l e d g e d  t o  m e  t h a t  h e  e x e c u t e d  t h e  s a m e  f o r  t h e

p u r p o s e s  a n d  c o n s i d e r a t i o n  t h e r e i n  e x p r e s s e d ,  i n  t h e  c a p a ­

c i t y  t h e r e i n  s e t  f o r t h  a n d  a s  t h e  a c t  a n d  d e e d  o f  s a i d  c o r ­

p o r a t i o n .

G I V E N  u n d e r  m y  h a n d  a n d  s e a l  o f  o f f i c e ,  t h i s  t h e  

d a y  - 1 9 8 2 .

THE STATE OF ALASKA )

N O T A R Y ^ U B L I C  i.n a n d ' f o r

A L A S K A

<b 4 _ ^ V t v v 0 r ( \9£>tT
T H E  S T A T E  O F  T E X A S )

C O U N T Y  O F  H A R R I S  )

B E F O R E  M E ,  t h e  u n d e r s i g n e d  a u t h o r i t y ,  o n  t h i s  d a y

p e r s o n a l l y  a p p e a r e d ~ TYvyr~<v^>>^ , V i c e  P r e s i d e n t  o f

S H E L L  O I L  C O M P A N Y ,  a c o r p o r a t i o n ,  k n o w n  t o  m e  t o  b e  t h e

p e r s o n  w h o s e  n a m e  is s u b s c r i b e d  to  t h e  f o r e g o i n g  i n s t r u m e n t ,  

a n d  a c k n o w l e d g e d  t o  m e  t h a t  h e  e x e c u t e d  t h e  s a m e  f o r  t h e  

p u r p o s e s  a nd c o n s i d e r a t i o n  t h e r e i n  e x p r e s s e d ,  i n  t h e  c a p a c ­

i t y  t h e r e i n  s e t  f o r t h  a n d  a s  t h e  a c t  a nd d e e d  o f  s a i d  c o r p o ­

r a t i o n .

G I V E N  u n d e r  m y  h a n d  a n d  s e a l  o f  o f f i c e ,  t h i s  t h e  

d a y  o f  , 1 9 8 2 .

ELSIE G I LMO RE  N O T A R Y  P U B L I C  in a n d  f o r
■c tc ji . ! . '  ; >untv. Te

M/ Commission txinfns u.i<: S. 19»U
•Hotary Publ,c :r !-' ; >UR,V- Te" s H a r r i s  C o u n t y ,  T e x a s



E X H IB IT  A
A T T A C H E D  T O  A N D  M A D E  A  P A R T  O F  

G A S  P U R C H A S E  C O N T R A C T  B E T W E E N  

S H E L L  O I L  C O M P A N Y  

A N D

A L A S K A  P I P E L I N E  C O M P A N Y  

C O O K  I N L E T  A R E A /  A L A S K A

Tract
No. E'escription

T.13N.,Ri0W., S.M.

Sec. 33: Sy2SE%

Sec. 34: Sy2 SW%,
Fractional SEy,

T. 12 N„, R. 10 W., S.M.

Sec. 3: Fractional Wyj NT7V4 
except that portion 
lying within U.S. 
Slurvey #3072

Sec. 4: Fractional all,
except that portion 
luring within U.S. 
Survey #3072

Sec. 9: Fractional

Lots 1 and 2, U.S. Survey 
#4540, U.S. Survey #4541

T. 13 N., R. 10 W., S.M. 

Sec. 26: SWy, SV2 NWy,
Fractional SYz SE%

Sec. 27: SE%, Sy2 NEV4isy2 swy4
Sec. 33: NE%,Ny2SE%

Sec. 34: 1 %
Fractional N%

Sec. 35: Fractional N^,
Fractional N%S% 

Lot* ■* and 2, U.S. Survey 
#3962, U.S. Survey #3963

Application 
Serial No., 

Acres or Name

83L66 A-029656

1394.00 A-029657

A*1

Lessor

U.S.A.

U.S.A.



Tract
No.

3 .

Application 
Serial No.,

Description Acres or Name

Tc 13 N., R. 10 W ., S.M. 1090.43 ADL-17658
Sec. 13: SE% (ExcL lands 

North of PLO 2162)

Sec. 23: SYs SEy4

Sec. 24: S% SV%, EV2
(ExcL lands North 
of PLO 2162)

Sec. 25: Ny2NW%,
T O
Fractional Sy2 N”-^Vi,
Fractional NTV̂ SWy,

Sec. 26: NE%,
Fractional N%SE%

T. 13 N., R5W, S.M

Sec. 18: S% SWy, (ExcL lands 
North of PLO 2162)

Sec. 19: Wy2NW%

T. 12 N., R. 10 TV'., S.M. 858.10 AJOL-17592
Sec. 3: All tide and sub­

merged land within:•wy2 NÊ 4, 
N E y ,  N E y 4 , swy4,Nwy4SE%, 
N w y 4

Sec. 4: All tide and sub­
merged land

Sec. 9: All tide and sub­
merged land in NV2

Sec. 1C: All tide and sub­
merged land in
n w 4 N w y 4

Exhibit A (Continued)

A-.2

Lessor

State
of

Alaska

State
of

Alaska
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Exhibit A (Continued)

Tract
No.

8

Description

T. 13 N., R10 W., S.M.
Sec. 25: Tide and submerged 

lands mthin:
S E y 4 N W % ,

N w y 4 s ^ y 4

Sec. 26: Tide and submerged 
lands within:S%SE%, NÊ 4 SE%

Sec. 34: Tide and submerged 
lands within:
E y 2 S E y 4

Sec. 35: Tide and submerged 
lands within:wy2, wy2 NEy4fNwy4 se }4 , NEy2, NEy, 

T. 13 N., R. 10 ~W., S.-M.
Sec. 22: SEy4, SEy4 NE%, SEy4 swy4
T. 13 N., B. 10 W., S.M.
Sec. 23: NEV&,Ny2 SE}£
Sec. 24: NW}4, Ny2 SW&,Nwy4 NEy4>

except that portion 
lying within 
ADLr-17658, (Trrct 
No. 3)

T.13N.,S.10'W.t S.M.
Sec. 23:

Sec. 26: N% NWy4 

Sec. 27: NVfcNÊ

Acres

Application 
Serial No., 
or Name

488.54 ADL-17599

.240.00 ADL-21126

489.01 ADL-21128

480.00 . AJDL-21127

Lessor

State
of

Alaska

State
>j£

Alaska

State
of

Alaska

State
of

Alaska

A-3
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Exhibit A (Continued)

, Tract 
No.

10

11

12

13

14

Description

T. 13 N., E. 10W., S.M.
Sec. 27: Ny2SWy4,~Ey2Nwy4
T. 13 N., B. 10 W., S.M.
Sec. 13: All, excL any land 

■within the SEy, 
lying South of 
former PLO 2162

S*'-. 14: W/2, SWy4
T. 13N.,E.9W.,S.M.
Sec. 7; 6% SW}4, SW  ̂sf;/4

T. 13N.,B.9W., S.M.
Sec. 18: Wy2 NE%, Wy>, 

excL any lands 
in the Sy2SW}4 
lyir.g South of 
former PLO 2162

T. 12 N., R. 10 W., S.M.
U.S. Survey #3072

T.13N.,B.10W., S.M. 
U.S. Survey #3596

Acres

Application 
Serial No., 
or Name

160.00 ADL-21129

1108.57 AJDL-58831

120.00 ADL-58815

329.69 ADL-58320

5.00 E .F .
Eoberts

5.00 J. W. 
Hensley

Lessor

State
of

Alaska

State
of

Alaska

State
of

Alaska

State
of

Alaska

Earl F. 
Eoberts & 
Glennie L. 
Eoberts, 
his wife

Jerome W. 
Hensley & 
Nellie G. 
Hensley, 
his wife

Eecapitulation:

2225.66 Acres2 U. S. Oil and Gas Leases
10 State of Alaska Oil and Gas Leases 5364.34 Acres
2 Fee Oil and Gas Leases 10.00 Acres

Totals: 14 Tracts 7600.00 Acres

A-4
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Exh.iL/it A (Continued)
Reservoirs covered by this Depths in Type Log

Agreement BRU 212-35

Upper Sterling 2520'-3125'

Lower Sterling 3125'-360S'

Upper Beluga 3608'-5175'

Lower Belnga 5175'-8115'

At such time as lands and le«. es contiguous to lands hereinabove described are proved 
to be a part of the Beluga River Field as defined by the appropriate State of Alaska 
governmental authority, then such lands and leases, whether held or owned by Seller or 
subsequently acquired by Seller, shall be included within this Exhibit A.

A-5



LUGA RIVER UNIT
O P ER A T EO  BY  CHEVRON USA IN

-----------  EXHIBIT B ---------

ATTACHED TO AND MADE A PART OF
GAS PURCHASE CONTRACT BETWEEN 

SHELL OIL COMPANY 

AND
ALASKA PIPELINE COMPANY 
COOK INLET AREA, ALASKA

BELUGA RIVER GAS FIELD



S P U R C H A S E  C O N T R A C

MARATHON OIL COMPANY 

AND

ALASKA PIPELINE COMPANY

Dated: / / ( g  , 1982



ARTICLE

I

II

III

IV

V

VI

VII

VIII

IX

X

XI

XII

XIII

XIV

XV

XVI

XVII

XVIII

XIX

XX

GAS PURCHASE CONTRACT

MARATHON OIL COMPANY 

and
ALASKA PIPELINE COMPANY

I N D E X

Definitions

Precedent Conditions and Scope of Agreement 

Reservations of Seller

Reserve Determinations and Provision for Third Party Sales 

Quantity of Gas 

Points of Delivery 

Pressure

Measuring Stations

Measurements

Quality of Gas

P ri ce

Billing

Force Majeure

Default and Termination

Term

Warranty of Title

Arbitration

Regulatory Bodies

Addresses

Miscellaneous

Signature



THIS AGREEMENT, made and entered into as of the / C> day of 

ts J  , 1982, by and between MARATHON OIL COMPANY, hereinafter 

referred to as "Seller", and ALASKA PIPELINE COMPANY, hereinafter referred 

to as "Buyer",

WHEREAS, Buyer owns and operates a natural gas pipeline trans­

mission system within the State of Alaska; and

WHEREAS, Seller owns or controls oil and gas leaseholds and/or 

lands located on or near the Kenai Peninsula, Alaska, which leaseholds 

and/or lands are further described in Exhibit "A" attached hereto and made 

a part hereof, and Seller has a supply of gas available from said leaseholds 

and/or lands and is desirous of selling a portion of such gas to Buyer; and

WHEREAS, Buyer de.sirrs to purchase such gas from Seller for a 

oorticn of the requirements of its said system;

NOW THEREFORE, in consideration of the premises and the mutual 

covenants and agreements herein contained, the parties do hereby covenant 

and agree as follows:

I. DEFINITIONS

. The parties hereto have agreed that, except where the context 

otherwise indicates another or different meaning or intent, the following 

terms are intended and used herein and shall be construed to have meanings 

as follows:

1. The term "day" shall mean a period of twenty-four (24) 

consecutive hours beginning and ending at eight o'clock a.m. local time.

2. The term "month" shall ;r.aan a period beginning at eight 

o'clock a.m. on the first day of a calenaar month and ending at eight 
o'clock a.m. on the first day of the next succeeding calendar month.

3. The term "year" shall mean a period of twelve (12) con­

secutive months beginning on January 1 next succeeding the date deliveries



of gas commence hereunder, and beginning each succeeding date of January 1. 

The period of time from the date deliveries of gas commence hereunder until 

thp following January 1, and the period of time from the last date of 
January 1 occurring during the term of this Agreement until the end of the 

term of this Agreement shall each be considered to be a year.

4. The term "gas" shall mean natural gas including both gas well 
gas and oil well gas, and the residue gas therefrom of merchantable quality 
as described in Article X hereof.

5. The term "Mcf" shall mean one thousand (1,000) cubic feet.

6. The term "delivery capacity" shall mean the maximum quantity
of gas, expressed in Mcf, which can be withdrawn (subject to any valid rules, 
orders and regulations of any state or Federal regulatory body) in any one 

day from the leaseholds and/or lands of Seller covered by this Agreement
and which is available for delivery to Buyer at the points of delivery here­
under at the pressure provided for in Article VI hereof.

7. The term "Annual Contract Quantity" is the quantity of gas 

Seller agrees to sell and deliver to Buyer and Buyer agrees to take and pay
for, or pay for if available whether taken or not, during each year of the

term hereof, as said quantity is determined from tinie to time pursuant to 
the provisions of this Agreement.

8. The term "Total Contract Quantity" is the sum of the Annual
Contract Quantities up to but not exceeding a total of two-hundred fifty

million (250,000,000) Mcf, as said quantity is determined from time to time
pursuant to the provisions of this Agreement.

9. The term "Swing Rate" shall mean the maximum rate of delivery 

of gas expressed in Mcf per day which Buyer shall have the right to request 
Seller to deliver from time to time, and which Seller shall have available
for delivery, as said rate is determined from time to time pursuant to the
provisions of this Agreement.

10. The term "FERC" shall mean the Federal Energy Regulatory
Commission or any successor governmental authority.

11. The term "Btu" shall mean British Thermal Unit and the term 
"MMBtu" shall mean one million British Thermal Units.

12. The term "gross heating value" shall mean the total calorific 
value expressed in Btu's obtained by the complete combustion, at constant 

pressure, cf the amount of the gas which would occupy a volume of one (1)
cubic foot at a temperature of sixty degrees Fahrenneit (60°F) if saturated

with water vapor and under a pre >ure equivalent to that of thirty (30) 

inches of mercury at thirty-two degrees Fahrenheit (32°F) and under standard 
gravitational force (980.665 cm. per second per second) with air of the same 

temperature and pressure as the gas, v/hen the products of combustion are 
cooled to the initial temperature of the gas and air and when the water

formed by combustion is condensed to the liquid state.



11. PRECEDENT CONDITIONS AND SCOPE OF AGREEMENT

1. S u b l e t  to all of the terms, conditions, reservations and 

limitations herein t forth, Seller agrees to sell and deliver or cause 

to be delivered to Buyer, and Buyer agrees to purchase and receive from 

Seller, gas, in the quantities hereinafter provided which Seller owns, 

controls, or otherwise has the right to dispose of and which is produced 

from or attributable to Seller's lands described in Exhibit "A" attached 

hereto and made a part hereof; subject, however, to the reservation by 

Seller of sufficient gas therefrom for compliance with any and all gas 

commitments made by Marathon Oil Company prior to the date of this Agreement 

including that certain Gas Purchase Contract, dated May 13, 1960, between 

Marathon Oil Company, et a l , Seller, and Alaska Pipeline Company, Buye**.

as heretofore amenced and supplemented (see Exhibit "B").

2. Each of the parties hereto agrees to proceed with due diligence 

in a good faith effort to obtain Governmental authorizations as may be 

necessary to enable performance of this Agreement. The performance of this 

Agreement is subject to such Governmental authorizations being issued in form 

satisfactory to both Seller and Buyer, and either party v,ill have the right 

to cancel this Agreement if such authorizations are not issued in form satis­

factory to such party on or before March 1, 1983. Each party hereto shall 

promptly notify the other party in writing when such party has received 

authorization and whether or not it is acceptable. It is agreed and under­

stood that a determination as to whether or not such authorization is 

acceptable shall be made in the sole and exclusive discretion of the party

to whom such authorization is issued. Upon receipt and acceptance by both 

Buyer and Seller of the necessary Governmental authorizations referred to 

above, Buyer and Seller agree to commence and prosecute with due diligence
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all things necessary to enable Seller to deliver and Buyer to receive at 

the point or points of delivery hereinafter specified the quantities of gas 

contemplated by this Agreement. Subject to the other provisions of this 

Agreement, the initial delivery of gas hereunder shall commence as soon as 

Buyer's and Seller's facilities to receive and deliver gas from the Beaver 

Creek Unit Area are installed and operative. If initial delivery of gas 

hereunder has not commenced by March 1, 1983, as extended for time lc..t 

because of force majeure, and if this failure to commence delivery is due to 

the failure of either party to prosecute the completion of its facilities 

with the due diligence required above, then either par'”/ who is then ready 

and able to commence performance hereunder shall have the right and option 

to terminate and cancel this Agreement by serving thirty (30) days advance 

written not'ce upon the other party, whereupon both parties shall be relieved 

of any further liability hereunder.

3. Seller will advise Buyer regarding the productive status of 

each leasehold and/or tract of land described in said Exhibit "A", and Seller 

agrees as soon as practical to inform Buyer as to any reductions of the 

leaseholds and/or lands covered by this Agreement, including, without 

limitation, any termination, release, and/or assignment of any of the lease­

holds and/or lands*or portions thereof covered by this Agreement, and further 

agrees as soon as practical to inform Buyer of any changes in the productive 

status of any sudi leaseholds and/or lands. Seller shall not be precluded 

from abandoning any wells or any leaseholds or permitting the lapse of any 

leases or mineral rights which, in S e l l e r’s sole judgement, are deemed to 

be unproductive commercially or without substantial value; provided, however, 

celler agrees to provide Buyer with copies of any regulatory authorizations

-4-



required of Seller upon abandoning any wells or leaseholds or portions of 

leaseholds or permitting the lapse of any ’’eases or mineral rights or portions 

thereof.

III. RESERVATIONS OF SELLER

Seller hereby expressly reserves unto Seller the following rights 

with respect to the leaseholds and/or lands covered by this Agreement together 

with sufficient gas produced from said leaseholds and/or lands to satisfy such 

rights:

1. The right to operate Seller's oil and gas producing properties 

and to use gas produced from such properties for operation of Seller's oil 

and gas producing properties free from any control by Buyer in such manner as 

Seller, in Seller's sole discretion, may deem advisable; including, without 

limitation the right, but never the obligation, to drill new wells, to repair 

and rework old wells, to renew or extend, in whole or in part, any oil and 

gas lease covered hereby, and to abandon any well or surrender any such oil 

and gas lease, in whole or in part, when no longer deemed by Seller to be 

capable of producing gas in payin-g quantities.

2. The right, free from any and all control by Buyer, to continue 

participation in or to form or to participate in the formation of any unit 

which may include all or any part of Seller's properties subject to this 

Agreement, and thereafter to increase or decrease Seller's properties con­

tained in such unit so formed and to pool and combine any unit or any part 

of any unit with properties owned by others; provided, hcwever, that this 

Agreement shall continue to apply to the interest of Seller in any unit so 

formed, or, having been formed, continued, increased or decreased, to the 

extent Seller's interest in said unit is derived from the land initially or 

subsequently made subject to this Agreement.



3. The right to use gas produced from said leaseholds and/or 

lands for delivery to the lessors of Seller's leases committed hereto which 

such lessors are entitled to use under the terms of such existing leases.

4. The right to use gas produced from said leaseholds and/or 

lands for the operation of the facilities which Seller may install in order 

to deliver gas hereunder in accordance with the terms hereof.

5. To use gas produced from the leases described in Exhibit "A"

hereof for gas lift operations.

6. Seller specifically reserves the exclusive right to process,

or cause to be pp" 'essed, at all times and from time to time, gas to be

delivered hereunder (and to use such gas as fuel for such processing), prior 

to delivery thereof to Buyer for the recovery of liquefiable hydrocarbons 

(uu. r than methane, except methane necessarily removed in such processing), 

sulfur, helium and other gaseous components. It is understood that Buyer 

shall not acquire any right, title or other interest under this Agreement

in any products resulting fron such processing.

IV. RESERVE DETERMINATIONS AND PROVISION FOR THIRD PARTY SALES

1. The term "Seller's Gas Reserve" as used in this Agreement shall 

mean the total quantity of future recoverable gas contained in the various 

gas-bearing formations underlying the oil and gas leaseholds and/or lands 

described in Exhibit "A" attached hereto, which are attributable to the 

interest of Seller, less the estimated volumes of gas reserved and/or hereto­

fore committed to others by Seller. Exhibit "B" attached hereto lists the 

gas sales and rental obligations of Seller which are in effect and outstand­

ing prior to the date of this Agreement.

2. Promptly after the date of this A g r e e m e n t  Seller shall make a 

determination of Seller's Gas Reserve and provide the results thereof to Buyer.



Such determination shall include all gas-bearing formations in and under 

Seller's oil and gas leaseholds and/or lands that are subject to the terms 

of tnis Agreement. Seller shall make available to Buyer all information, 

material and data which Seller has available and does not consider confidential 

concerning Seller's Gas Reserve so that Buyer can make its own determination 

if it so desires. Should Buyer disagree with Seller's determination, the 

parties hereto shall endeavor to agree upon a determination of Seller's Gas 

Reserve; provided, however, if agreement has not teen reached within ninety 

(90) days after Seller provides Buyer with said information, material and 

data, then the determination shall be made by arbitration as provided in 

Article XVII hereof. The effective date for said determination of Seller's 

Gas Reserve shall be the date of this Agreement. Seller's Gas Reserve as 

determined pursuant to this Paragraph 2 shall remain in effect until re­

determined under the provisions of Paragraph J of this Article IV.

3. Redeterminations of Seller's Gas Reserve shall be made in the 

same manner as provided in Paragraph 2 of this Article IV upon the written 

request by either Seller or Buyer* but in no event sooner than one (1) year 

after the date of the last determination; 'ovided, however, if agreement 

as to such Gas Reserve has not been reach ■' thin ninety (90) days after 

redetermination was requested, then a rede ■ .nation shall be made by 

arbitration as provided in Article XVII hereof. The effective date for 

any redetermination of Se/ller's Gas Reserve shall be the first day of the 

month following the date of notice by either Seller or. Buyer for such re­

determination.

4. If, as a result of the initial determination or redetermination 

of Seller's Gas Reserve under Paragraphs 2 or 3 of this Article IV, it is
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determined that Seller's Gas Reserve is less than the undelivered portion 

of the two-hundred fifty million (250,000,000) Mcf anticipated to be delivered

to Buyer hereunder, then the Annual Contract Quantities and Swing Rates set

forth in Paragraph 1 of Article V hereof remaining on the effective date 

for such determination or redetermination shall be adjusted as of such date 

by multiplying said Quantities and Rates by a fraction, the numerator of 

which is Seller's Gas Reserve as determined or redetermined and the denomina­

tor shall be the undelivered portion of said two-hundred fifty million 

(250,000,000) Mcf. The Total Contract Quantity will be reduced by an amount 

equal to the sum of such reductions in Annual Contract Quantity.

5. Seller shall have the right and option during the term hereof, 

at any time or times, to sell and deliver gas produced from Seller's Gas 

Reserve to any new gas purchaser or purchasers, or to increase sales to the

gas purchasers set forth in Exhibit "13" hereof; provided, however, such gas to

be sold is not, in Seller's sole judgement, needed to meet its obligations 

to Buyer hereunder.

In reaching its decision for such additional sales, Seller 

agrees that it will not on or after the date hereof enter into a contract or 

contracts for the sale of gas from Seller's Gas Reserve which obligates the 

Seller to deliver more than Seller's Gas Reserve less the undelivered portion 

of the .Total Contract Quantity and less the undelivered portion of delivery 

obligations under such other contracts entered into by Seller subsequent to 

the date of this Agreement.

In addition, Seller will provide in the sales contracts with 

said gas purchasers that if any redetermination of Seller's Gas Reserve made 

subsequent to said sale(s) is found to be less than that last determined or 

redetermined pursuant to Paragraphs 2 or 3 of this Article IV, the quantities 

remaining to be delivered to such purchaser(s) shall be reduced to meet the
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short fall in Seller's delivery obligation to Buyer hereunder. It is, 

however, expre ly understood and agreed that Seller shall not be liable 

for its failure or inability to deliver to Buyer the total quantity of gas 

contemplated hereunder by reason of the inadequacy of Seller's Gas Reserve 

or the sale and delivery of gas in accordance with this Paragraph 5 to such 

other purchaser(s).

6. Subject to all the terms, conditions, reservations, and 

limitations set forth in this Agreement, Seller v.ill deliver to Buyer during 

the term hereof a Total Contract Quantity of gas up to but not in excess of 

two-hundred fifty million (250,000,000) Mcf, which will be delivered 

exclusively from the lands and leaseholds described in Exhibit "A". Seller 

does not warrant and Buyer agrees that this Agreement shall not be construed 

by Buyer that Seller has warranted, either expressed or implied, that Seller's 

Gas Reserve as of the date of this Agreement will contain two-hundred fifty 

million (250,000,000) Mcf.

It is further agreed, that Buyer shall have no call upon gas 

from any other lands or leaseholds of Seller and that Buyer's right to gas 

under this Agreement is limited exclusively to gas produced from the lands 

and leaseholds described in Exhibit "A" hereto. Seller, however, reserves 

the right, in its sole discretion, to specifically add to the lands and 

leaseholds described in said Exhibit "A" without in any way enlarging its 

delivery obligations hereunder.

V. QUANTITY OF GAS

1. Subject to the provisions of this Agreement, Seller agrees to 

sell and deliver to Buyer and Buyer agrees to take and pay for, or pay for 

if available whether taken or not, during each year during the term hereof,
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a quantity of gas which is at least equal to the Annual Contract Qua. 

shown in the following schedule:

Year
Annual Contract Quantity 

(Mcf)
Swing Rate 

(Mcf per day)

1983 8,000,000 26,000
1984 9,000,000 32,000
1985 9,000,000 35,000
1.986 14.000,000 100,000
1987 14,000,000 110,000
1988 15,000,000 120,000
1989 16,000,000 130,000
1990 18,000,000 133,000
1991 19,000,000 130,000
1992 19,000,000 130,000
1993 27,000,000 125,000
1994 27,000,000 115,000
1995 27,000,000 95,000
1996 16,000,000 60,000
1997 12,000,000 35,000

Contract Quantity 250,000,000 Mcf

The gas to be delivered by Seller hereunder at any time and from time to time

may, at Seller's option, be delivered from Seller's gas reserves underlying

the leases covered hereby within the (a) the Kenai Unit Area, (b) the Beaver 

Creek Unit Area, or (c) the Trading Bay Unit Area ("Unit Areas"), or any 

combination thereof. In order to enable Buyer to develop hardware require­

ments for eacii Unit Area, Seller will cooperate with Buyer by providing on 

March 1, 1983, and on January 1 of each year thereafter a written 2 year 

development plan for each Unit Area.

2. The Total Contract Quantity, the Annual Contract Quantities

and the Swinq Rates set forth in Paragraph 1 of Article V hereof shall be

reduced whenever and to the extent that any Lessor or Lessors within the Kenai 

Unit Area, the Beaver Creek Unit Area or the Trading Bay Unit Area shall 

exercise partially or wholly any right to take in kind its share of royalty 

gas attributable to Seller's leaseholds and/or lands covered by this Agreement.
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3. Seller recognizes that Buyer's ability to take the Annual 

Contract Quantity is limited to demands for gas made on Buyer by Buyer's 

customers and that if said customers discontinue or reduce their demands for 

Buyer's gas as a result of obtaining increased quantities of gas from any 

source other than Buyer or any affiliate of Buyer, then to the extent of 

such increased quantities Buyer's Annual Contract Quantity obligation .to 

5eller shall be reduced, and the Total Contract Quantity will be reduced by 

an amount equal to the sum of said reductions in Annual Contract Quantities. 

In such event, Seller's Swing Rate obligation shall be proporti ally, ex­

pressed as a percentage, reduced simultaneously.

4. Seller further recognizes that Buyer's ability to take the 

Ani-ual Contract Quantity(s) provided for in this Agreement is limited to 

demands for gas made on Buyer by increased demand(s) by Buyer's customers 

and that if such customers' projected demand(s) fail to materialize, then 

undue hardship will result as to Buyev\ therefore, notwithstanding any other 

provisions of this Agreement, if, in its sole discretion, Buyer determines

at any time and from time to time that Buyer cannot market some or all of 

the gas to be delivered hereunder at the Annual Contract Quantity(s) pro­

vided for herein due to a decrease in said projected demand, Buyer shall so 

notify Seller in writing, no later than April 1 of any year, identifying the 

lower annual quantity(s) which Buyer projects it will be able to market 

during the following year(s); provided, however, that notwithstanding the 

other p r o v i s o s  of this Paragraph 4, such lower annual quantity(s) shall 

never be less than seventy (70) percent of the Annual Contract Quar.tity(s) 

for any year(s), set forth in Paragraph 1 of this Article V on the date 

hereof as adjusted pursuant to Paragraph 4 of Article IV and Paragraphs 2 and 

3 of Article V.
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As of January 1 of the following year the Annual Contract

Quantity(s) shall be the identified lower annual contract quantity(s) as

set forth in the hereinabove mentioned notice from Buyer; provided, however,

in consideration of the relief provided by Seller to Buyer, Buyer agrees to

pay to Seller for all gas delivered a premium on the then adjusted applicable

gas price, including any premium deliverability charge in effect, as determined

by Article XI as follows:

If the Annual Contract The Adjusted Applicable Price
Quantity is Reduced per MCF Shall be Increased By

From To

0% 10.0% or less 5.6%

more than 10.0% 20.0% or less 12.5%
more than 20.0% 30.0% or less 21.4%

Thereafter, the Total Contract Quantity will be irrevocably re­

duced by an amount equal to the difference between the scheduled quantity(s) 

and sucl. lo (er annual contract quantity(s) ("released quantity(s)") and Seller 

shall have the right to commit and deliver all or any portion of such released 

quantity(s) for Seller's own use or to'any other purchaser.

If Seller has not committed such released quantity(s) to its 

own use or another purchaser, Seller shall have the right and option to extend 

the term of this Agreement by recommitting sue! quantity(s) to Buyer, includ- 

irj a Swing Rate which, when divided by the daily average of the quantity to 

be delivered each year, yields a ratio of 1.33, otherwise upon the same terms 

and conditions set forth herein, provided Seller gives Buyer written notice 

three (3) years prior to the end of the term of this Agreement.

If during the term hereof Buyer elects to reduce the Annual 

Contract Quantity as set forth hereinabove, Buyer agrees to concurrently reduce 

in the same proportion the Annual Contract Quantity as to all other contracts 

entered into by Buyer after November 1, 1982. Buyer also agrees to take gas 

ratably, in so far as operationally possible from all others supplying gas to 

Buyer during saic year(s). For the purposes hereof the term ratably shall



mean in the same proportion as each supplier's applicable Annual Contract 

Quantity bears to the sum of the applicable Annual Contract Quantities of 

all such suppliers for said year(s).

5. Seller shall, with due diligence, operate the lands and lease­

holds subject to this Agreement in a skillful and reasonably prudent manner 

to the end that Seller's delivery capacity shall be maintained from time to 

time during the term hereof equal to the Swing Rates provided for in this 

Agreement; provided, however, in the event Seller should at any time during 

a year fail or be unable to develop, or having developed fail to maintain, 

the delivery capacity necessary to deliver to Buyer the applicable Swing Rate, 

the Swing Rate for the remainder of such year shall be reduced to a quantity 

equal to Seller's delivery capacity. Further, for any year that the Swing 

Rate is reduced to Seller's delivery capacity, the Annual Contract Quantity 

for the remaindei nf such ^ear shall be reduced in the same proportion as 

the reduction in the Swing Rate. In the event 'here 1s a further change in 

Seller's delivery capacity during s"ch year, the Annual Contract Quantity and 

Swing Rate for the remainder of such year shall thereafter be either further 

reduced or increased, as the case may be, by the method hereinabove set forth; 

provided, however, the Annual Contract Quantity and Swing Rate as may be in­

creased by the foregoing provision shall never exceed the Annual Contract 

Quantity and Swing Rate for such year set forth in Paragraph 1 of this 

Article V on the date of this Agreement. No such adjustment of Swing Rate 

and Annual Contract Quantity during any year shall affect the Swing Rate and 

Annual Contract Quantity for any subsequent year, all of which shall remain as 

set forth in Paragraph 1 of Article V unless modified pursuant to other pro­

visions of this Agreement; provided, however, if Seller's delivery capacity 

remains below the Swing Rate for each of two successive years after 1986, 

then Buyer shall have the option to reduce the Swing Rate for each remaining
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• year of the term of the contract by an amount equal to the difference between 

Seller's delivery capacity maintained during and the Swing Rate for the last 

such successive year. Should Buyer exercise this option, the Annual Contract 

Quantity will be reduced for each such remaining year of the term of this 

Agreement in the same proportion, expressed as a percentage, as the reduction 

in the Swing Rate for each such year, and the Total Contract Quantity will be 

reduced by an amount equal to the sum of such reductions of Annual Contract 

Quantity. To determine the quantity of gas Buyer is required to pay Seller 

for whether taken or not, during any year that more than one Annual Contract 

Quantity may be in effect, the several volumes of the Annual Contract Quantity 

shall be prcv-ated on the basis of the portion of the year each such volume 

was in e f f e c t . '

6. Seller's delivery capacity may be determines !.',pon request by 

either party by actual measuremei.: i ,nd calculations and shall be estimated 

or calculated for each month in the months in which no actual tasts are made 

using the result of the last actual test, if any as the basis of the estima­

tion. Tests may be made by individua; wells or groups of wells. Each test 

will be for a period of seven (7) consecutive days during which time the wells 

will be produced at the maximum efficient rate of flow, as determined by 

Seller against the pressures provided for in Article VII hereof or under such 

other conditions as determined by mutual agreement of the parties. For pur­

poses of determining Seller's delivery capacity, the average of the rates 

during the last two days of each test shall be deemed to be the delivery 

capacity.

7. If, during the term of this Agreement, Buyer has not taken and 

paid for or paid for whether taken or not, two-hurdred fifty million (250,000,000) 

Mcf (which quantity may have been reduced from time to time pursuant to the 

provisions of Paragraph 4 of Article IV and Paragraphs 2, 3, 4 and the exer­

cise of Buyer's option in Paragraph 5 of Article V hereof) due to reductions
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in any of the Annual Contract Quantities established in Paragraph 1 of this 

Article V and such reductions were due to Seller's failure or inability to 

maintain the applicable Swing Rates, then the term of this Agreement shall 

be extended for a period of time sufficient to enable Buyer to purchase and 

receive a volume of gas equal to the lesser of (1) the difference between 

the volume actually taken and paid for and said two-hundred fifty million 

(250,000,000) Mcf (as may have been reduced as above stated) or (2) the total 

of the reductions in Annual Contract Quantity resulting from Seller's failure 

or inability. Said extended period shall not exceed the time required for 

Seller to deliver said volume at the rate of ninety (90) percent of Seller's 

delivery capacity. The price to be paid for any such gas shall be the volume 

weighted average of the prices paid for gas delivered hereunder subsequent 

to the time Seller failed or was unable to maintain the applicable Swing Rates.

8. It is understood ana : g n e d  that nothing in this Agreement shall 

be construed to require Seller to produce and deliver or Buyer tc purchase 

and receive from Seller or pay Seller for any quantities of gas in excess of 

that which may be produced under the applicable rules, regulations and orders 

of r e g u l a t o r  bodies having jurisdiction. It is expressly understood that 

Buyer shall have the right and option to purchase at any time and from time 

to time such daily quantity of gas as it desires up to the Swing Rate then 

in effect, and in Addition, such daily quantities of gas, if any, in excess 

of the Swing Rate then in effect which in Seller's sole judgement can be 

produced and delivered from Seller's lands and leaseholds efficiently and in 

accordance with good operating practices. It is recognized that Seller is not 

obligated to provide facilities to meet the quality specifications set forth 

in Article X for quantities of gas in excess of the Swing Rate in effect from 

time to time, and therefore any additional gas which Buyer may elect to 

receive under this paragraph, which is in excess of the capacity of Seller's
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facilities as then installed, may be by-passed around such facilities and 

the quality specifications of Article X shall not apply to such excess 

quantity. The taking by Buyer of such by-passed gas shall be at Buyer's 

sole risk.

9. In the event Buyer is required by the provisions of this 

Agreement to pay Seller for a quantity of gas which Buyer shall not have 

actually taken during any year of the term hereof, thin during the years next 

succeeding the year in which Buyer has failed to take the gas so paid for, all 

gas taken by Buyer from Seller which is in excess of the Annual Contract 

Quantity for the current year shall be known as Make-up Gas and shall be 

delivered without charge to Buyer until such excess equals the amount of gas 

previously paid for but not taken; provided, Buyer will pay Seller any price 

differential between that price previously paid and that price in effect when 

such Make-up Gas is actually taken. In the event Buyer has not by the end of 

the term of this Agreement made j all gas paid for but not taken, then Sel.er 

shall refund, without interest, monies to Buyer for that portion of the gas 

volumes paid for but not taken which Seller is unable to deliver as a result 

of Seller's wells not being capable of.producing all of such volumes as 

Make-up Gas when produced at t.heir delivery capacity throughout the remaining 

terni following the year in which Buyer ha_ failed to take the gas so paid for; * 

provided, however, in lieu of accepting such refund, Buyer shall have the 

right and option to extend the term of this Agreement for a period of time 

which is sufficient to enable Buyer to receive the volumes paid for but not 

received. Said extended period shall not exceed the time required for Seller 

to deliver said volume at the rate of ninety (90) percent of Seller's delivery 

capacity.

10. Notwithstanding any other provision in this Agreement to the 

contrary, Buyer agrees to purchase, or to pay for if available and not taken,
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all of the oil well gas tendered by Seller to Buye" hereunoer; subject, how­

ever., to Buyer's right to refuse to accept delivery of any such gas pursuant 

to the provisions of Article X hereof.

V I . POINTS OP DELIVERY

1. The points of delivery for the gas to be delivered by Seller 

to Buyer hereunder shall be at the inlet of Buyer's meter to be located as 

follows:

(a) Kenai Unit Area - At the upstream flange of Buyer's 

master meter located in Section 30, Township 5 North,

Range 11 West, Kenai Peninsula Borough, Seward Base, and 

Meridian, Alaska.

(b) Beaver Creek Unit Area - At the upstream flange of Buyer's 

meter to be installed at or near Buyer's existing pipeline 

within the NW 1/4 SW 1/4, Section 7, Township 6 North,

Range 10 West, Seward Meridian.

(c) Trading Bay Unit Area - At a mutually agreeable point 

between Seller's and Buyer's existing pipeline facilities 

near Nikiski, Alaska.

2. As between the parties hereto, Seller sha1! be in control and 

possession of the gas deliverable herec.ider and responsible for any damage 

to property or injury or death of persons caused thereby, and Seller shall 

protect, defend, and indemnify Buyer, its agents, servants, employees, 

officers, and directors to the full extent that the law will allow,.prior 

to the delivery to buyer. Aft»r the gas has been delivered to Buyer, Buyer

shall be deemed to be in exclusive controi and possession thereof and respon­

sible for any injury or death of persons or damage to property caused thereby, 

and Buyer shall protect, defend, and indemnify Seller, its agents, servants, 

employees, officers, and directors to the full extent that the law will allow.
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VII. PRESSURE

1. The gas delivered hereunder at the points of delivery specified 

under Paragraphs 1(a) and 1(c) of Article VI hereof, shall be delivered into 

Buyer's facilities at the pressure existing therein from time to time; pro­

vided, however, that Seller shall not be required to deliver such gas at a 

pressure (a) in excess of seven hundred (700) pounds per square inch gauge 

prior to January 1, 1986; (b) in excess of five-hundred (500) pounds per 

square inch gauge from January 1, 1986, through December 31, 1992; nor (c) in 

excess of two-hundred fifty (250) pounds per square inch gauge thereafter 

during the term hereof. Each year during the term hereof. Seller shall pro­

vide Buyer with a pressure forecast for each of the next succeeding two 

years. The use of such forecasts by Buyer shall be at Buyer's sole --isk.

2. The gas delivered hereunder at the point of delivery specified 

under Paragrah 1(b) of Article VI hereof shall be delivered into Buyer's 

facilities at the pressure existing therein from time to time but not in 

excess of one-thousand (1,000) pounds per square inch gauge, and so long as 

Seller's natural well pressures are sufficient to permit Seller to continue 

deliveries at such pressure existing in Buyer's line. When the natural well 

pressures decline Seller shall not be required to deliver such gas at a 

pressure (a) in excess of seven-hundred (700) pounds per square inch gauge 

prior to January 1, 1986; (b) in excess of five-hundred (500) pounds per 

square inch gauge from January 1, 1986, through December 31, 1992; nor (c) in 

excess of two-hundred fifty (250) pounds per square inch guage thereafter 

during the term hereof.

3. Neither Buyer nor Seller shall be obligated to install or 

operate compression facilities in order to deliver or receive gas hereunder, 

but either may do so at its option. In the event, however, that the gas
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cannot be delivered at the aforesaid pressures, and if neither Seller nor 

Buyer installs or operates compression facilities; then either party, at its 

option, may request that the Unit Area in question be removed from this 

Agreement upon thirty days written notice to the other party, unless such 

other party advises the party giving such termination notice within said 

thirty (30) day period that it elects to take steps to meet such delivery 

pressures. In the event any Unit Area is removed from this Agreement, a 

j redetermination of Seller's Gas Reserve shall be made immediately upon such

removal in accordance with all applicable provisions of Article IV hereof.

4. Buyer shall make reports to Seller, as often as may be necessary 

in tr.ictice, of the pressure at which the gas is being delivered hereunder 

I and the >'ate of such deliveries. Seller shall have agents or employees

available it all times to receive from Buyer's dispatchers advices and re­

quests for changes in the rates of delivery of gas hereunder as required 

by Buyer from time to time. Buyer recognizes that Seller's leaseholds are 

situated in an isolated location and therefore a reasonable period will be 

•allowed for Seller to comply with, the dispatching requests of Buyer.

VIII. MEASURING STATIONS

1. Buyer shall install, maintain, and operate or cause to be

| operated, at Buyer's own expense, at or near each point of delivery, a

measuring station, designed and installed in accordance with the current 

recommendations of the American Gas Association, properly equipped with 

orifice meters, and other necessary equipment, including gas temperature 

i recorder, by which the volume of gas delivered hereunder shall be measured.

The orifice meters shall utilize flange taps and shall be installed, main­

tained, and operated with volumes computed in accordance with the American 

Gas Association Gas Measurement Committee Report No. 3, revised 1969 

(ANSI/API 2530, First Edition), and as such has been or may be revised
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from time to time. Seller shall have access to such metering equipment at 

reasonable hours, but the calibrating and adjusting thereof shall be done 

by Buyer. The changing and integrating of charts shall be done by Buyer.

2. Seller may install, maintain, and operate, at its own expense, 

such pressure regulators and check measuring equipment as it shall desire 

and Buyer to the extent that Buyer has the right to do so, hereby grants to 

Seller the right to install, maintain, and operate such equipment in and 

connected to Buyer's measuring station or stations, provided that such equip­

ment shall be so installed as not to interfere with the operation of Buyer's 

measuring equipment. Buyer shall have access to such check measuring equip-
I

ment at reasonable hours, but the reading, calibrating, and adjusting thereof 

and the changing of charts shall be done by Seller.

3. Each party shall have the right to be present at the time of 

any installing, reading, cleaning, changing, repairing, inspecting, testing, 

calibrating, or adjusting done in connection with the other's measuring 

equipment used in measuring deliveries hereunder. The records from such 

'measuring equipment shall remain the property of their owner, but upon 

request each will submit to the other its records and charts, together with 

calculations therefrom, for inspection and verification* subject to return 

within thirty (30) days after receipt thereof.
1

4. In the event a meter is out of service or registering inaccu­

rately, the volumes of gas delivered hereunder shall be estimated:

(a) by using the registration of any check meter or 

meters if installed and accurately registering, or in the 
absence of (a);

(b) by correcting the error if the percentage of 
error is ascertainable by calibration, test, or mathe­

matical calculations, or in the absence of both (a) 
and (b), then:
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(c) by estimating the quantity of delivery by 

deliveries during periods under similar conditions 
when the meter was registering accurately.

5. At least once each month, Buyer shall verify the accuracy of 

its measuring equipment and Seller will verify the accuracy of its check- 

measuring equipment. If either party shall notify the other that it desires 

to test the accuracy of any measuring equipment, the parties shall cooperate 

to secure a prompt verification of the accuracy of such equipment.

6. If, upon test, any measuring equipment is found to be not more

than one percent (1%) inaccurate, previous records of such equipment shall be 

considered accurate in computing deliveries hereunder. In the event any 

measuring equipment shall be found to be inaccurate to the extent that it 

affects the measurement accuracy by an amount exceeding one percent (1«)>

at a recording corresponding to the average hourly rate of flow for the

period since the last preceding test, then any previous recordings of such 

equipment shall be corrected to zero «rror for any period which is known 

definitely or agreed upon, but in case the period is not definitely known 

or agreed upon, such correction shall be for a period extending over one-half 

(1/2) of the time elapsed since the date of last test, not exceeding a cor­

rection period of sixteen (16) days. If any measuring eqiroment is found 

by test to be measuring inaccurately, such equipment shall be adjusted at 

once to measure accurately.

7. Each party shall preserve for a period of at least four (4) 

years all test data, charts and other similar records.

IX. MEASUREMENTS

1. The sales unit of the gas deliverable hereunder shall be ono



2. The volume of the gas delivered hereunder shall be determined

(a) The unit of volume for the purpose of measure­

ment shall be one (1) cubic foot of gas at the base 

temperature of sixty degrees Fahrenheit (60°F) and at a 

pressure of fourteen and sixty-five hundredths (14.65) 

pounds per square inch absolute with correction for 
deviation from Boyle's Law.

(b) The average absolute atmospheric pressure shall 
be assumed to be fourteen and seven-tenths (14.7) pounds 

to the square inch, irrespective of actual elevation or 
location of the point of delivery above sea level or 

variations in such atmospheric pressure from time to

(c) Unless the parties hereto agree to the use of a 

spot test method, the specific gravity of the gas delivered 
hereunder shall be determined by the use of a recording 

gravitometer which is generally accepted in the industry. 
When a recording gravitometer is used, the arithmetical 

average of the specific gravity of gas f!eying through

the meters shall be used in computing gas volumes. If 
a spot test method is used, the specific gravity of the 
gas delivered hereunder shall be determined at monthly 

intervals or more often if found necessary in practice.
Any such test shall determine the specific gravity to be 

used in computation of volumes effective the first day 

of the following month and shall continue to be used until 
changed in a like manner by subsequent test.

(d) The temperature of the gas shall be determined 
by a recording thermometer so installed that it will 

record the temperature of the gas flowing through the 

meters. The average of the record to the nearest one 
degree Fahrenheit (1°F), obtained while gas is being 

delivered, shall be used in computing measurements for 
that day.

1. Seller agrees that:

(a) The gas delivered hereunder shall have a gross heating 

value of not less than nine hundred fifty (950) Btu's per cubic 

foot nor more than one thousand fifty (1,050) Btu's per cubic foot. 

In the event that the gross heating value of the gas tendered for

as follows

time

X. QUALITY OF GAS
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delivery hereunder falls below nine hundred fifty (950) Btu's per 

cubic foot, Buyer shall have the right to refuse to accept said 

gas so long as said heating value remains below nine hundred fifty 

(950) Btu's per cubic foot. In the event that the gross heating 

value of the gas tendered for delivery hereunder exceeds one thousand 

fifty (1,050) Btu's per cubic foot, Buyer shall have the right to 

refuse said gas so long as said heating value remains above'one thou­

sand fifty (1,050) Btu's per cubic foot.

(b) The gross heating value of the gas shall be determined 

from a re resentative composite gas sample taken at the point of 

measurement by periodic tests to be conducted monthly by Buyer or 

at such other intervals as the parties may mutually agree. The 

determination may be made by means of a calorimeter using the 

Thomas principle of calorimetry or its equal or by calculation 

from the component analysis using NGPA Publication 2145 (or the 

most recent revision) —  "Physical Constants of Paraffin Hydro­

carbons or Other Compounds of Natural Gas".

2. Seller agrees that the gas delivered hereunder:

(a) Shall not contain more than four (4) pounds of water per 

million cubic feet of gas.

(b) Shall not contain more than one (1) grain of hydrogen 

sulfide per one hundred (100) cubic feet of gas.

(c) Shall not contain more than twenty.(20) grains of total 

sulfur per one hundred (100) cubic feet of gas.

(d) Shall not contain in excess of:

(i) Three percent (3%) by volume of carbon dioxide; or 

(ii) One percent (1%) by volume of oxygen.

)
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(e) Shall not exceed one hundred twenty degrees Fahrenheit 

(120°F) in temperature at the point of delivery.

(f) Shall be commercially free from dust, gums, gum forming 

constituents, or other liquid or solid matter which might become 

separated from the gas in the course of transportation through 

pipelines.

3. All units of measurements of gas required in this Article X 

shall be at a temperature of sixty degrees Fahrenheit (60°F) and at an abso­

lute pressure of fourteen and sixty-five hundredths (14.65) pounds per square 

inch.

4. Buyer shall have the right to refuse to accept delivery of any

and all gas which fails to meet the quality requirements of this Article X.

XI. PRICE

1. The amount to be paid by Buyer to Seller for gas delivered to

Buyer hereunder shall be as follows:

(a) Subject to the provisions of Paragraph 2 below, the base 

pricn to be paid by Buyer to Seller for gas delivered to Buyer 

hereunder shall be $2.32 per Mcf.

(b) As adjusted pursuant to the provision of Paragraph 2 

below there shall be added to the base price a premium deliver­

ability charge of 35<t per Mcf for all gas delivered during the 

year 1986 and thereafter during the term hereof to the extent 

that Seller remains committed to deliver the applicable Annual 

Contract Quantities and maintains the ability to deliver, year

by year, at swing factors of 2.5 or more during years 1986 through 

1989, 2.25 or more during the year 1990 and 2.0 or more each year 

thereafter. For purposes hereof the term "swing factor" shall
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mean the ratio obtained by dividing Seller's delivery capacity 

by the daily contract quantity where the "daily contract quantity" 

is the Annual Contract Quantity divided by three-hundred sixty-five 

(365). The Annual Contract Quantity utilized shall be that for the 

appropriate year as set forth in Paragraph 1 of Article V as of the 

date hereof. Notwithstanding other provisions hereof said Ouantity(s) 

shall for the purposes of this Paragraph 1(b) remain unchanged except 

for those provided in Paragraph 4 of Article IV and Paragraphs 2 and 

3 of Article V.

2. It is expressly understood and agreed between the parties that 

the base price and premium deliverability charge provided for in Paragraphs 1(a)

and 1(h) shall be adjusted annually as follows:

Effective January 1 , 1984, arid on January 1 of each year tnere- 

aft.er during the term this Agreement is in effect, the base price

and premium deliverability charge shall be adjusted by multiplying

said base price and premium deliverability charge by the following 

ratio:

The Posted Price of No. 2 Fuel Oil on the applicable 

January 1 divided by the Posted Price of No. 2 Fuel Oil 

on January 1, 1983.

The term Posted Price -.nail mean the posted price of No. 2 Fuel Oil 

FOB Tesoro Refinery, Nikiski, Alaska. In the event that there 

ceases to be a posted price for No. 2 Fuel Oil at Tesoro's Refinery 

at Nikiski, postings for No. 2 Fuel Oil as published in Platt's 

Oilgram (or another mutually agreed upon publication in thp event 

Platt's Oilgram discontinues publishing such quotes) FOB refineries 

at or rear Seattle, Washington, shall be substituted in the ratio 

described above.
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3. It is further expressly understood and agreed between the parties 

that there shall be added to the amounts determined p u r s u i t  to Paragraphs 1 

and 2 of this Article XI, so long as the following tax or taxes shall be in 

effect, the full amount of any tax or taxes paid by Seller irrespective of 

the mode or basis of imposition. The term "tax or taxes" as used herein shall 

mean (i) any tax (other than ad valorem, capital stock, general property, 

or income and excess profits taxes) or (ii) similar charge now or hereafter 

levied, assessed or made by any governmental or native authority, including 

any Federal windfall profits taxes, on the gas itself, or on the act, right 

or privilege or occupation of production, severance, gathering, transporta­

tion, sale or delivery of gas which tax is measured by the volume, value, 

removal price, prevailing value or sales price to Buyer of the gas in question 

but shall not include any value a wt r !butable to the liquid hydrocarbons in 

said gas, that are removed by processing; provided, however, that the term 

"tax" shall not be deemed to include (i) any processing tax imposed on Seller 

because of the fact that gas may be processed or handled through or in any 

plant, or (ii) any general franchise tax imposed on corporations on account 

of their corporate existence or on their right to do business within the 

state as a foreign corporation, or (iii) any delinquent interest and penalty 

that may be attributable to any tax. Taxes or assessments applicable to any 

royalty, overriding royalty, production payment, or similar interest shall 

be considered to be covered by the provisions hereof to the extent reimburse­

ment made by Buyer to Seller with respect thereto is passed on by Seller to 

the owner of such royalty, overriding royalty, production payment, or 

similar interest.

The above provisions of thit: Paragraph 3 notwithstanding, 

should Seller at any time pay ad valorem mineral rights property taxes attributable



to gas which Buyer has the right to receive hereunder, Seller will notify 

Buyer in writing, stating the amount thereof, along with adequate supporting 

information, and Buyer will, within thirty (30) days after the receipt of 

such notice from Seller, reimburse Seller in the amount of such taxes. The 

reimbursement shall be based upon the ratio which the volume of gas Buyer has 

the right to receive hereunder as of the date of assessment bears to the total 

volume of gas reserves underlying the proper, ,'es subject to this Agreement as 

of the assessment date or in the event the ands subject to this Agreement 

are not assessed separately but rather as rart of other lands, the reimburse­

ment shall be based upon the ratio which the volume of gas Buyer has the right 

to receive hereunder as of the date of assessment bears to the toial volume 

of gas reserves underlying all the lands so assessed. Unless the total gas 

underlying the properties is valued separately for assessment purposes, 

the amount of the ad valorem mineral rights property taxes assigned to 

the gas each year shall be that portion of the total tax that the value of 

the gas bears to the total value of all liquids and gas combined as determined 

by the assessor before applying any depreciation charges, operating costs, or 

present worth factrrs. The intent of this paragraph is that the Buyer shall 

pay all ad valorem mineral rights property taxes reasonably attributable to 

gas which Buyer has the right to receive hereunder, and the amount of such 

taxes shall be determined in an equitable m?nner to produce that result. 

Nothing contained herein shall imply that Buyer has any title tfii any volume 

of gas it has the right to receive hereunder. Failure of Seller to notify 

Buyer within six (6) months after the due date, of the payment by Seller of 

any ad valorem mineral rights property taxes on gas which Buyer has the right 

to receive hereunder shall constitute a waiver by Seller of the reimbursement



\

by Buyer for that particular item, but shall not constitute a waiver of any 

rights to reimbursement for the payment of surh tax for subsequent periods.

4. Seller agrees to pay or cause to be paid to the parties entitled 

thereto all royalties, overriding royalties or like charges against said gas 

or thereof. Buyer agrees to reimburse Seller for all "excess royalty payments" 

which Seller shall be required to pay to the State of Alaska, United States 

of America or other royalty owners with respect to gas sold and delivered to 

Buyer hereunder. Such payments shall be made by Buyer to Seller within ten 

(10) days following receipt of statements from Seller therefor. The term 

"excess royalty payments" as used herein is defined as the amc.unt by wh'ch 

actual royalty payments by Seller to the State of Alaska, United States of 

America, or other royalty owners under the respective oil and gas leases 

subject to this Agreement exceeds the amount sucn payment would have been 

if the royalty value thereunder had been ,ated upon the sums received 

by Seller pursuant to this Agreement.

XII. BILL IMG ♦

1. Buyer shall furnish' a statement to Seller on or before the 

fifteenth (15th) day of each calendar month which states the total volume 

of all gas delivered during the preceding month. Buyer shall make payment 

to Seller on or before the twenty-fifth (25th) day of each calendar month, 

for all gas delivered during the preceding month according to the measure­

ments, computations, and price herein provided; however, under no circum­

stances shall Buyer pay a price(s) that exceeds the applicable maximum lawful 

price(s) prescribed under the Natural Gas Policy Act of 1978 or other 

applicable regulation or legislation, insofar as regulated gas is concerned, 

but only so long as any .fuch gas may be so regulated.
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2. Each party shall have the right at reasonable hours to examine

the books, records, and charts of the other party to the extent necessary to 

verify the accuracy of any statement, charge, or computation made pursuant 

to the provisions of any Article hereof. In the event an error is discovered 

in the amount billed in any statement rendered by Buyer, such error shall be 

adjusted within thirty (30) days of the determination thereof. No error will 

be adjusted after twenty-four (24) months from the date of such statement.

3. If Buyer shall fail in any year during the term hereof to take 

the Annual Contract Quantity, then Seller shall, within sixty (60) days after 

the end of such year, render a bill to Buyer for the eimount of the deficiency 

based on the average price paid for gas delivered hereunder during the last

month of the year in which such deficiency occurred. In computing the amount

due Seller for any deficiency in takings by Buyer occuring during any year, 

the following quantities shall be deducted from such deficiency:

(a) Thr t:tal of the daily quantities of gas which 
Buyer request.' (up to and including the Swing Rate) and 

which Seller fails to deliver on any day or days during 
such year.

(b) The total of the quantities of gas not included ' 
in (a) above which Buyer is unable to take on any day or 

days during such year by reason of force majeure or for 
failure to meet the quality requirements of Article X.

Buyer agrees to make full payment for the full amount for such deficiency

within fifteen (15) days after receipt of such bill.

4. Wichout prejudice to any other remedy or remedies of Seller here­

under or by operation of law, if under the foregoing provisions of this 

Article XII, the correct amount is not paid when due, absent of a bona vide 

dispute as to whether such amount is due, interest on any unpaid amount shall 

be paid by Buyer which shall accrue daily at the rate provided by the FERC for
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interest payable on refunds or at the prime rate in the absence of such FERC 

interest rate. Buyer agrees, notwithstanding that a part of the payments 

due Seller by Buyer may be in good faith dispute, to i. ..ke payment to Seller 

for the full amount when due. If all or any part of the payment is in good 

faith dispute, then the amount of such payment in good faith dispute shall, 

v/hen received by Seller from Buyer, be placed by Seller in an interest bear­

ing account urtil such good faith dispute is settled. When any such settle­

ment is made either in whole or in part in favor of Buyer, then Seller shall 

within fifteen (15) days thereafter make payment to BLyer for t:* amount plus 

interest accrued to date thereon for that part of such payment so settled in 

favor of Buyer. The amount plus interest to date thereon for any settlement 

made in part or in v/hole in favor of Seller shall be for the account of 

Seller.

XIII. FORCE MAJEURE

1. In the event of either party hereto being rendered unable, 

wholly or in part, by force majeure to carry out its obligations under this 

Agreement, other than to make payments due hereunder, it is agreed that on such 

party giving notice and full particulars of such force majeure in writing or 

by telegraph to the other party as soon as possible after the occurrence of 

the cause relied on, the obligations of the party giving such notice as 

far as they are affected by such force majeure, shall be suspended during the 

continuance of any inability so caused but for no longer period, anu such 

cause shall as far as possible be remedied with all reasonable dispatch.

The term "force majeure" as employed herein shall mean acts of God, govern­

mental action, strikes, lockouts, or other industrial disturbances, acts of 

the public enemy, wars, blockades, insurrections, riots, epidemics, landslides, 

lightning, earthquakes, fires, hurricanes, tornadoes, high winds, storms,
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storm warnings, floods, tsunami, washouts, arrests and restraints of 

governments and people, civil disturbances, explosions, breakage or acci­

dents to machinery or lines of pipe, the necessity for making repairs to or 

alterations of machinery or lines of pipe, >:ezing of wells or lines of 

pipe, partial or entire failure of wells or sources of supply of gas, and 

any other causes, whether of the kind herein enumerated or otherwise, not 

within the control of the party claiming suspension and which by the exercise 

of due diligence such party is unable to prevent or overcome; such term shall 

likewise include (a) in those instances where either party hereto is required 

to obtain servitudes, rights-of-way grants, permits or licenses to enable 

such party to fulfill its obligations hereunder, the inability of such party 

to acquire, or the oclays on the parr, of such party in acquiring, at reason­

able cost and after the exercise of reasonable diligence, such servitudes, 

rights-?f-way grants, permits or licenses, and (b) ir those instances where 

either party hereto is required to furnish materials and supplies for the 

purpose of constructing or maintaining facilities or is required to secure 

permits or permissions from any governmental agency to enable such party to 

fulfill its obligations hereunder, the inability of such party to acquire,, 

or the delays on the part of such party in acquiring, at reasonable cost 

and after \he exercise of reasonable diligence such materials and supplies, 

permits, ani permissions. It is understood and agreed that the settlement 

of strikes nr lockouts shall be entirely within the discretion of the 

party having the difficulty, and that the above requirement that any 

force majeure shall be remedied with all reasonable dispatch shall 

not require the settlement of strikes or lockouts by acceding to the 

demands of any opposing party when such course is inadvisable in the 

discretion of the party having the difficulty. In the event Buyer or
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Seller has invoked force majeure and such force majeure prevents Buyer 

from taking and/or paying for the Annual Contract Quantity, expressed on a 

daily basis, provided in Article V hereof for three hundred sixty-five (365) 

consecutive days, Buyer or Seller will have the option of terminating this 

Agreement in the first three months following such three hundred sixty-five 

(365) consecutive days by giving thirty (30) days prior written notice.

2. An event G f  force majeure, as herein defined, which causes a 

major customer of Buyer to interrupt or curtail its gas purchases from 

Buyer shall be covered by Paragraph 1 above; provided, however, Buyer agrees 

that such interruption or curtailment predicated on use of an alternative 

fuel by such customers shall not be deemed to be an event of'force majeure.

3. In the event Buyer invokes force majeure hereunder, Buyer agrees 

to take gas from Seller ratably in so far as operationally possible, based on 

deliverability, wifh all others supplying gas in Buyer during such periods of 

force majeure.

XIV. DEFAULT AND TERMINATION

1. If either party hereto shall fail to perform any of the covenants

or obligations imposed upon it under and by virtue of this Agreement, the

other party hereto, in addition to any and all other remedies which it may 

have, may at its option terminate this Agreement by proceeding as follows:

The party not in default shall cause a written notice to be served on the party

in default, stating specifically the cause for terminating this Agreement and

declaring it to be the intention of the party giving notice to terminate the 

same; whereupon the party in default shall have thirty (30) days after the 

service of the aforesaid notice in which to remedy, remove, or take all 

appropriate action to remedy or remove the cause or causes stated in the 

notice fr** terminating the Agreement, and if, within said period of thirty 

(30) days,the party in default does so remedy or take all appropriate action
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to remedy or remove said cause or causes and fully protect, defend, and 

indemnify the party not in default for any and all consequences of such 

breach, then such notice shall be withdrawn and this Agreenent shall cortinue 

in full force and effect. In case the party in default does not so remedy, 

remove, or. take all 'appropriate action to remedy or remove the cause or 

causes and does not indemnify the party giving the notice from any and all 

consequences of such breach within said period of thirty (30) days, this 

Agreement, at the option of the party giving the notice, shall become null 

and void from and after the expiration of said period.

2. Any termination of this Agreement under the provisions hereof 

shall be without prejudice to the right of either Buyer or Seller to collect 

any amounts then due by the other party.

X. TERM

Subject to the other provisions hereof, this Agreement shall be 

effective from the date hereof and shall continue and remain in full 4orce 

and effect until December 31, 1997, or the fifteenth anniversary of initial 

delivery, whichever is later; provided., however, in the event Seller has after 

the effective date hereof and prior to the later of December 31 , 1997, or 

said fifteenth anniversary, sold and delivered to Buyer the Total Contract 

Quantity establisned under all the provisions of Articles IV and V hereof, 

this Agreement shall thereupon terminate. None of the covenants or agreements 

made in this Agreement shall survive the expiration of the term hereof or 

extension thereof as provided herein.

XVI. WARRANTY OF TITLE

Seller hereby warrants the title to all gas delivered by Seller to 

Buyer hereunder, the right to sell the same and that it is free from all liens
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and adverse claims, and agrees, if notified thereof by Buyer, to imdemnify 

and defend Buyer against all suits, actions, debts, accounts, damages, costs, 

losses, and expenses arising from or out of any adverse legal claims of any 

and all persons to or against said gas. Seller agrees to pay or cause to be 

paid all taxes and assessments levied on the gas prior to its delivery to 

Buyer, and to pay or cause to be paid to the parties entitled thereto all 

royalties, overriding royalties or like charges against said gas or the value 

thereof. In the event any adverse claim of any character whatsoever is asserted 

in respect to any of said gas, buyer may retain the purchase price thereof up 

to the amount of such claim without interest until such claim has been finally 

determined, as security for the performance of Seller's obligations with re­

spect to such claim uncier this Article XVI, or until Seller shall have fur-’ 

nished bond to Buyer, in an amount and with sureties satisfactory to Buyer, 

conditioned for the protection of Buyer with respect to such claim.

XVII. ARBITRATION

Any dispute arising between Seller and Buyer under Paragraphs 2 

and 3 of Article IV of this Agreement shall be determined by a board of three 

(3) arbitrators to be selected for each such controversy so arising as follows: 

Either Seller or Buyer may, at the time such board of arbitration is desired, 

notify the other of the name of an arbitrator and such other party shall, 

within ten (!0) days thereafter, select an arbitrator and notify the party 

desiring arbitration of the name of such arbitrator. If such other party 

shall fail to name a second arbitrator within ten (10) days, then the party 

who first served the notice may, on reasonable notice to the other party, apply 

to the person who is then Chief Federal Judge of the Federal Judicial District 

covering the Cook Inlet Basin Area for the appointment of such second arbi­

trator for and on behalf of the other party, and in such case the arbitrator
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appointed by the person who is such Judge shall act as if named by the other 

party. The two (2) arbitrators chosen as above provided shall, within ten 

(10) days after the appointment of the second arbitrator, choose the third 

arbitrator, and in the event of their failure so to do within said ten (10) 

days, either of the parties hereby may in like manner, on reasonable notice 

to the other party, apply to the person who is such Judge for the appointment 

of a third arbitrator and in such case the arbitrator appointed by the person 

who is such Judge shall act as the third arbitrator. The arbitrators selected 

to act hereunder shall be qualified by education, experience and training to 

pass upon the particular question in dispute. The board so constituted shall 

fix a reasonable time and place for the hearing,.at which time each of the 

parties hereto may submit such evidence as it may see fit. The action of a 

majority of the members of such board shall govern &r.d r.heir decisions in 

writing shall be final and binding on the parties hereto. Each party shall 

pay the expense of the arbitrator selected by or for it and all other costs 

of the arbitration shall be equally divided between the parties hereto.

XVIII. REGULATORY BODIES . •

This Agreement is subject to all present and future valid orders, 

rules and regulations of any regulatory body h a \ !ng jurisdiction. Seller 

shall furnish Buyer with a complete copy of all material filed with or sub­

mitted to any regulatory body and a copy of any order, certificate, price 

determination (including orders reversing or remanding such price determina­

tion), rate increase letter, letter of deficiency, petition for price deter­

mination, application for abandonment (total or partial), applications to 

delete acreage from a ce>tificate, abandonment authorization orders, and 

orders allowing deletion of acreagb from certificates, or other relevant 

correspondence or directives issued in referencp to such filings. Seller

-35-



shall furnish Buyer with copies of all production, well test, completion and 

recompletion reports filed by Seller with the appropriate regulatory body 

having jurisdiction over the leases contracted hereunder.

XIX. ADDRESSES

Until Buyer is otherwise notified in writing by Seller, the address 

of Seller is and shall remain Post Office Box 2380, Anchorage, Alaska 99501, 

Attention Division Operations Manager, and unless Seller is otherwise-notified 

in writing by Buyer the address of Buyer is and shall remain Post Office Box 

6288, Anchorage, Alaska 99502. All notices required to be given in writing 

hereunder shall be given to the respective parties at such addresses or such 

other addresses as the parties respectively shall designate by written notice, 

and such notice, required to be given in writing, shall not be deemed to have 

been given until actual receipt thereof by Buyer or Seller at the address 

nerein provided.

XX. MISCELLANEOUS

1. No waiver by either party hereto of any one or more defaults

by the other in the performance of any provisions of this Agreement shall

operate or be construed as a waiver of any future default or defaults,

whether of a like or of a different character.

2. This Agreement shall be binding upon and inure to the benefit

of the legal representatives, successors and assigns of the respective parties 

hereto and shall constitute a real right and covenant running with the lands 

and leasehold estates covered hereby, and shall be binding upon any purchaser 

of Buyer's transmission system and upon any purchaser of the properties of 

Seller which are subject to this Agreement; and Seller and Buyer both agree 

that no sale of said properties of Seller or any part thereof or of all or 

substantially all of Buyer's said system shall be made unless the purchaser

-36-



thereof shall assume and agree to be bound by this Agreement insofar as the 

same shall affect and relate to the property or interest sold or conveyed.

It is agreed, however, that nothing contained in this Paragraph shall in any 

way prevent either party hereto from pledging or mortgaging its rights here­

under for security of its indebtedness.

or any gas rights thereunder unless such assignee or lessee ratifies and joins 

in this Agreement as a party Seller by executing an instrument describing such 

leases and dedicating such party's gas and leasehold or other estate therein 

to the performance of this Agreement.

4. Seller hereby, and at no expense to Buyer, grants and assigns to

Buyer, insofar as Seller has the right to do so, all necessary easements and 

rights-of-way for the construction of pipelines and/or facilities necessary 

or convenient to the delivery or taking of gas covered by this Agreement.

5. The parties mutually agree that the laws of the State of Alaska 

shall apply to the terms of this Agreement.

6. Subject to Paragraph 2 of Article II hereof, Buyer and Seller 

expressly understand that enforcement of this Agreement is subject to an 

initial determination by the Alaska Public Utilities Commission that the 

cost incurred by Buyer hereunder constitutes reasonable and recoverable cost 

of Buyer's public utility business.

3. Seller shall not assign or sub-lease any lease dedicated hereto

IN WITNESS WHEREOF, the parties hereto have executed this Agreement 

in two (2) originals on the day and year first above written.

ALASKA PIPELINE COMPANY MARATHON OIL COMPANY
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EXHIBIT "A"

Attached to and forming part of Gas Purchase Contract dated 

1982, between MARATHON OIL COMPANY, as Seller, and ALASKA PIPELINE COMPANY, as 

Buyer.

KENAI UNIT AREA

TOWNSHIP 4 NORTH, RANGE 11 WEST, S.M.:

Section 3: Lot 4, SW 1/4 NW 1/4, W 1/2 SW 1/4
Protracted Survey

Section 9: n "* 1/2, SW 1/4, W 1/2 SE 1/4

The above described parcel of land being covered by that certain United States 
Oil and Gas L*ase issued effective 10/1/55 bearing serial number A-028047, and 

which is i n d u c e d  in the Kenai Unit Area, Third Judicial Division, State of 
Alaska, and containing in the aggregate, i,359.52 acres, more or less. Marathon 
gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.;

Section 31: Lots 3, 4, 5, 7, 8, 10, E 1/2 
Section 32: All

Section 33: All

Section 34: NW 1/4 NW 1/4, S 1/2 NW 1/4, SW 1/4,

W 1/2 SE 1/4

The above described parcel of land being covered by that certain United States 

Oil and Gas Lease issued effective 10/1/55 bearing serial number A-028055, and 
which is included in the Kenai Unit Area, Third Judicial Division, State of 

Alaska, and containing in the aggregate, 2,044.67 acres, more or less. Marathon 
gross interest is 50%.



•Kenai Unit Area (Cont'd) -
.I '

Exhibit "A" - Page 2 of 11

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 28: NW 1/4 NW 1/4, S 1/2 NW 1/4, SW 1/4,
W 1/2 SE 1/4, SE 1/4 SE 1/4 

Sp r t i n n  A l l
Section 30: Lots 5, 6, 7, 8, 9, 11, 12, 13, 14,

15, E 1/2

The above described parcel of land being covered by that certain United States 

Oil and Gas Lease issued effective 10/1/55 bearing serial number A-028056v and 
which is included in the Kenai Unit Area, Third Judicial Division, State of 

Alaska, and containing in the aggregate, 1,412.23 acres, more or less. Marathon 
gross interest is 50%.

TOWNSHIP 4 NORTH, RANGE 11 WEST, S.M.:

Section 17: All

Section 18: Lots 1, 2, 3, 4, E 1/2 W 1/2, E 1/2
Section 19: Lot 1, NE 1/4 NW 1/4, Nt 1/4
Section 20: N 1/2 NW 1/4, SW 1/4 NW 1/4

The above described parcel of land iQ ing covered by that certain Stale of Alaska

Oil and Gas Lease issued effective P/1/58 bearing serial number ADL-22330, and 
which is included in the Kenai Unit Area, Third Judicial Division, State of 

Alaska, and containing in the aggregate, 1,598.90 acres, more or less. Marathon 
gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 18: SE 1/4 SE 1/4

The above described parcel of land being covered by that certain United States 

Oil and Gas Lease issued effective 11/1/58 bearing serial number A-028103, and 
which is included in the Kenai Unit Area, Third Judicial Division, State of 

Alaska, and containing in the aggregate, 40.00 acres, more or less. Marathon 
gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11, WEST, S.M.:

Section 19: Lots 7, 8, 2, 11, 13, SE 1/4, E 1/2 
E 1/2 SE 1/4 SW 1/4, SE 1/4 NE 1/4 

Section 20: S 1/2, NW 1/4, SW 1/4 NE 1/4

The above described parcel of land being covered by that certain United States 
Oil and Gas Lease issued effective 11/1/58 bearing serial number A-028140, and 

which is included in the Kenai Unit Area, Third Judicial Division, State of 
Alaska, and containing in the aggregate, 749.63 acres, more or less. Marathon 
gross interest is 50%.
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TOWNSHIP 4 NORTH, RANGE 11 WEST, S.M.:

Protracted Survey

Section 5: All

Section 6: All

Section 7: All

Section 8: All

The above described parcel of land being covered by that certain United States 

Oil and Gas Lease issued effective 10/1/58 bearing serial number A-028142, and 

which is included in the Kenai Unit Area, Third Judicial Division, State of 
Alaska, and containing in the aggregate, 2,560.00 acres, more of less. 
Marathon gross interest is 50%.

TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.;

Section 1: Lots 1, 2, 4, 5, E 1/2 E 1/2

Section 12: Lots 5 through 18 inclusive, Lot 20,

E 1/2 W 1/2 SE 1/4, E 1/2 E 1/2, E 1/2 
W 1/2 NE 1/4 

Section 13: Lots 5 through 12 inclusive,

Easterly 2.50 acres of Lot 15,
Easterly 2.50 acres of Lot 16,

E 1/2 NW 1/4 NE 1/4, E 1/2 E 1/2,
E 1/2 W 1/2 SW 1/4 NE 1/4, E 1/2 W 1/2 

NW 1/4 SE 1/4, E 1/2 SW 1/4 NE 1/4,
E 1/2 NW 1/4 SE 1/4

The above described parcel of land being covered by that certain United States 

Oil and Gas Lease issued effective 11/1/58 bearing serial number A-028143, and 

which is included in the Kenai Unit Area, Third Judicial Division, State of 

Alaska, and containing in the aggregate, 785.09 acres, more or less. Marathon 
gross interest is 50%.

TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.:

Section 12: Lot 19

The above described parcel of land being covered by that certain Oil and Gas 

Lease dated 3/4/59’ (Lessor: Joseph R. Fribrock) which is included in the Kenai 

Unit Area, Third Judicial Division, State of Alaska, and containing in the 
aggregate, 2.49 acres, more or less. Marathon gross interest is 50%.
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TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.;

Section 13: Easterly 2.50 acres of Lot 13,

Easterly 2.50 acres of Lot 14

The above described parcel of land being covered by that certain Oil and Gas 

Lease dated 2/25/59 (Lessor: Paul P. Shadura, Jr.) which is included in the 
Kenai Unit Area, Third Judicial Division, State of Alaska, and containing in the 

aggregate, 5.00 acres, more or less. Marathon gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 17: Lot 8, NW 1/4 SW 1/4, S 1/2 SW 1/4

The above described parcel of land being covered by that certain Oil and Gas
Lease dated 10/29/58 (Lessor: Leo Patrick McCanna and Daisy K. McCanna) which is

included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and 
containing in the aggregate, 159.93 acres, more or less. Marathon gross 
interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 19: Lot 2, N 1/2 NE 1/4, SW 1/4 NE 1/4

The above described parcel of land being covered by that certain Oil and Gas 

Lease dated 11/13/58 (Lessor: Charles Steelman) which is included in the Kenai 

Unit Area, Third Judicial Division, State of Alaska, and containing in the 
aggregate, 139.31 acres, more or less. Marathon gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 19: Lots 10 and 12

The above described parcel of land being covered by that certain Oil and Gas 
Lease dated 2/18/59 (Lessor: Robert E. Jacobs and Carol K. Jacobs) which is 

included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and 

containing in the aggregate, 5.14 acres, more or less. Marathon gross interest 
is 50%.
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TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 19: Lot 6

The above described parcel of land being covered by that certain Oil and Gas 
Lease dated 8/11/59 (Lessor: Charles E. Miller and Marjorie L. Miller) which is 

included in the Kenai Unit Area, Third Judicial Division, Sta'<:e of Alaska, and 

containing in the aggregate, 5.20 acres, more or less. Marat,non gross interest 
is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 30: Lot 3

The above described parcel of land being covered by that certain Oil and Gas 
Lease dated 2/28/59 (Lessor: Lottie B. Edelman and Edwin Edelman) which is 

included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and 

containing in the aggregate, 20.96 acres, more or less. Marathon gross interest 
is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 30: Lot 10

The above described parcel of land being covered by that certain Oil and Gas

Lease dated 2/28/59 (Lessor: Edwin Edelman and Lottie B. Edelman) which is

included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and 

containing in the aggregate, 5.75 acres, more or less. Marathon gross interest 
is 50%.,

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 30: Lot 16

The above described parcel of land being covered by that certain Oil and Gas

Lease dated 3/21/59 (Lessor: Carl E. Johnson and Karin W. Johnson) which is
incluaed in the Kenai Unit Area, Third Judicial Division, State of Alaska, and 

containing in the aggregate, 5.09 acres, more or less. Marathon gross interest 
is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, s ’m .:

Section 31: Lot 6

The above described parcel of land being covered by that certain Oil and Gas 

Lease dated 3/20/59 (Lessor: Robert Lee Schmidt and Ruth M. Schmidt) which is

included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and 
containing in the aggregate, 5.19 acres, more or less. Marathon gross interest 
is 50%.
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TOWNSHIP 4 NORTH, RANGE 11 WEST. S.M.;

Section 16: N 1/2 NW 1/4, SW 1/4 NW 1/4, NW 1/4
SW 1/4

The above described parcel of land being covered by that certain State of Alaska 

Oil and Gas Lease issued effective 10/1/55 bearing serial number ADL-00460, and 

which is included in the Kenai Unit Area, Third Judicial Division, State of 
Alaska, and containing in the aggregate, 160.00 acres, more or less. Marathon 
gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 17: That portion of Kenai River lying

within SW 1/4 and SW 1/4 SE 1/4

The above described parcel of land being covered by that certain Oil and Gas 

Lease issued effective 11/1/58 (Lessor: Ownership Undetermined) bearing serial 

number ADL-02397 which is included in the Kenai Unit Area, Third Judicial 

Division, State of Alaska, and containing in the aggregate, 1.10 acres, more or 
less. Marathon gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 30: All lying westerly of coastline

Section 31: All lying westerly of coastline

and

TOWNSHIP 5 NORTH, RANGE 12 WEST, S.M.:

Section 25: SE 1/4 NE 1/4, E 1/2 SE 1/4

Section 36: E 1/2

The above described parcel of land being covered by that certain State of Alaska 
Oil and Gas Lease issued effective 1/1/60 bearing serial number ADL-00588, and 

which is included in the Kenai Unit Area, Third Judicial Division, State of 
Alaska, and containing in the aggregate, 895.01 cres, more or less. Marathon 
gross interest is 50%.



TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.

Section 1: 

Section 2: 
Section 11: 

Section 12:

All lying westerly of coastline 

E 1/2 E 1/2 

E 1/2 NE 1/4
All lying westerly of coastline

The above described parcel of land being covered by that certain State of Alaska 
Oil and Gas Lease issued effective 1/1/60 bearing serial number ADL-00593, and 

which is included in the Kenai Unit Area, Third Judicial Division, State of 
Alaska, and containing in the aggregate, 985.33 acres, more or less. Marathon 
gross interest is 50%.

TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.:

Section 13: All of W 1/2 NE 1/4, E 1/2 NW 1/4 lying

westerly of coastline

The above described parcel of land being covered by that certain State of Alaska 

Oil and Gas Lease issued effective 1/1/60 bearing serial number ADL-00594, and 

which is included in the Kenai Unit Area, Third Judicial Division, State of 
Alaska, and containing in the aggregate, 88.92 acres, more r-r less. Marathon 
gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 19: All of the SE 1/4 NW 1/4, NE 1/4
SW 1/4, S 1/2 SW 1/4 lying westerly 

of coastline

The above described parcel of land being covered by that certain State of Alaska 
Oil and Gas Lease issued effective 3/1/61 bearing serial number ADL-02411, and 

which is included in the Kenai Unit Area, Third Judicial Division, State of 
Alaska, and containing in the aggregate, 100.72 acres, more or less. Marathon 
gross interest is 50%.
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TRADING BAY UNIT AREA

TOWNSHIP 9 NORTH, RANGE 13 WEST, S.M.:

Section 16: All 
Section 17: S 1/2, NE 1/4 

Section 20: All 
Section 21: All 

Section 29: All 
Section 30: All 
Section 31: All 
Section 32: All

The above described parcel of land being covered by that certain State of Alaska 

Oil and Gas Lease issued effective 3/1/62 and bearing serial number ADL-17594, 
and which is included in the Trading Bay Unit Area, Third Judicial Division, 
State of Alaskc, and containing iri the aggregate, 4.956.00 acres, more cr less. 
Marathon gross interesi: is 50%.

TOWNSHIP 8 NORTH, RANGE 13 WEST, S.M.:

Secti on 5: All
Secti on 6: • All
Secti on 7: All
Secti on 8: All

Secti on 18: All

The above described parcel of land being covered by that certain State of Alaska 
Oil and Gas Lease issued effective 10/1/62 and bearing serial number ADL-18729, 
and which is included in the Trading Bay Unit Area, Third Judicial Division, 

State of Alaska, and containing in the aggregate, 3,085.00 acres, more or less. 
Marathon gross interest is 50%.
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TOWNSHIP 9 NORTH, RANGE 13 WEST, S.M.:

Section 26: W 1/2
Section 27: All

Section 28: All
Section 33: All
Section 34: All

The above described parcel of land being covered by that certain State of Alaska 

Oil and Gas Lease issued effective 10/1/62 and bearing serial number ADL-18730, 
and which is included in the Trading Bay Unit Area, Third Judicial Division, 

State of Alaska, and containing in the aggregate, 2,880.00 acres, more or less. 
Marathon gross interest is 50%.
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BEAVER CREEK UNIT AREA

TOWNSHIP 6 NORTH, RANGE 10 WEST, S.M.:

Section 5: E l / 2  NE 1/4, SE 1/4

Section 8: NE 1/4

The above described parcel of land being covered by that certain United States 
Oil and Gas Lease issued effective 9/1/58 and bearing serial number A-028078, 

and which is included in the Beaver Creek U n a  Area, Third Judicial Division, 

State of Alaska, and containing in the aggregate, 400.00 acres, more or less. 
Marathon gross interest is 50%.

TOWNSHIP 7 NORTH, RANGE 10 WEST, S.M.:

Section 27: All
Section 28: S 1/2, S 1/2 NE 1/4, NE 1/4 NE 1/4, 

SE 1/4 NW 1/4 

Section 33: All 

Section 34: All

The above described parcel of land being covered, by that certain United States 

Oil and Gas Lease issued effective 9/1/53 and bearing serial number A-028083, 
and which is included in the Beaver Creek Unit Area, Third Judicial Division, 

State of Alaska, and containing in the aggregate, 2,400.00 acres, more or less. 

Marathon gross interest is 50%.

TOWNSHIP 6 NORTH, RANGE 10 WEST, S.M.:

Section 3: N 1/2, SW 1/4, W 1/2 be 1/4
Section 4: All

Section 9: N 1/2 N 1/2, S 1/2 NW 1/4, SW 1/4
NE 1/4

Section 10: N .1/2 NW 1/4

The above described parcel of land being covered by that certain United States 

Oil and Gas Lease issued effective 9/1/58 and bearing serial number A-028118, 
and which is included in the Beaver Creek Unit Area, -Third Judicial Division, 

State of Alaska, and containing in the aggregate, 1,560.00 acres, more or less. 

Marathon gross interest is 50%.



TOWNSHIP 7 NORTH, RANGE 10 WEST, S.M.:

Section 32: E 1/2 E 1/2

The above described parcel of land being covered by that certain United States

Oil and Gas Lease issued effective 9/1/58 and bearing serial number A-028120,

and which is included in the Beaver Creek Unit Area, Third Judicial Division,

State of Alaska, and containing in the aggregate, 160.00 acres, more or less. 
Marathon gross interest is 50%.

TOWNSHIP 7 NORTH, RANGE 10 WEST, S.M.:

Section 26: W 1/2 SW 1/4, SE 1/4 SW 1/4 
Section 35: NW 1/4, W 1/2 SW 1/4, NE 1/4 SW 1/4

The above described parcel of land being covered by that certain United States 

Oil and Gas Lease issued effective 11/1/82 and bearing serial number AA-50293, 

and which is included in the Beaver Creek Unit Area, Third Judicial Division, 
State of Alaska, and containing in the aggregate, 400.00 acres, more or less. 
Marathon gross interest is 100%.



EXHIBIT "B"

Attached to and forming part of Gas Purchase Contract dated

1982, between MARATHON OIL COMPANY, as Seller, and 

ALASKA PIPELINE COMPANY, as Buyer.

Gas sales and rental obligations of Marathon Oil Company which 

are in effect and outstanding prior to the date of this Agreement:

1. Gas Purchase Contract, dated May 13, 1960, between Union Oil

Company of California and Marathon Oil Company, Seller, and Alaska Pipeline 
Company, Buyer, as heretofore amended and supplemented.

2. Natural Gas Rental Agreement entered into as of the 1st day

of January, 1966, by and between Union Oil Company of California and Marathon 

Oil Company (Union-Marathon), and Standard Oil Company of California and 

Arco Alaska, Inc. (Stancard-Arco), as heretofore amended and supplemented.

3. Gas Sales Agreement, dated May 17, 1966, by and between Union

Oil Company of California and Marathon Oil Company, Seller, and City of Kenai, 
Alaska, Buyer, as heretofore amended and supplemented.

4. Liquefied Natural Gas Sales Agreement, dated March 6, 1967, by 
and between: The Tokyo Electric Power Company, Inc. and Tokyo Gas Company, 
Limited, Buyers; and Marathon Oil Company and Phillips Petroleum Company, 
Sellers, as heretofore amended and supplemented.
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