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Attachment
Arctic Slope Regional Corporation Settlement Agreement

If the agreement is approved by the Legislature, no additional funds 
or positions will be needed to implement it.
If the agreement is not approved by the Legislature, the Department 
of Law would expend significant funds litigating the dispute. The 
Department of Natural Resources would need a portion of a position 
to support the litigation.
In addition, the settlement is needed if the state is to lease lands 
in the Nuiqsut area now scheduled for sale Oil and Gas Lease Sale 75 
during December, 1992. If the agreement is approved this year, the 
lease sale could include approximately 60,000 acres of land covered 
in the agreement (about one quarter of the total acreage of Sale 
75) . If the agreement is not approved this session, the Nuiqsut 
acreage (assuming the litigation is settled) could not be leased 
until 1995 because of oil and gas lease sale procedural requirements. The Nuiqsut area lands have moderate oil and gas 
potential. Including them in the lease sale would bring significant 
new revenues to the state.
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WALTER J. HICKEL, GOVERNOR

4 0 0  WILLOUGHBY AVENUE 
JUNEAU. ALASKA 99801-1796  
PHONE: (907) 465-2400  
FACSIMILE: (907) 586-2754

HE PAKTMEIVT OE NATURAL RESOURCES
OFFICE OF THE COMMISSIONER

February 10, 1992

The Honorable Cliff Davidson 
Chairman, House Resources Committee 
Staie Capitol, Room 108 
Juneau, AK 99801-1182

Dear Representative Davidson:

During the February 5 hearing on HB 416, which ratifies the ASRC Settlement, two important questions 
were asked. I asked staff from the Attorney General’s Office and the Division of Oil and Gas to provide 
detailed answers. Their response is enclosed.

I hope this information is useful. Please let me know if you have additional questions.

Commissioner

Enclosure

cc: Committee Members
Paul Fuhs, Legislative Liaison 

Office of the Governor
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Questions an d  Answers 
HB 416 House Resources Com m ittee Hearing 

F ebruary  5, 1992

W hy does the legislature have to approve this settlement? It doesn’t approve most 
settlem ents.

First, the setdemcnt requires the state to convey a portion of its mineral interest to ASRC. 
Alienation o f the state’s mineral interest is prohibited by Section 6(i) o f the Alaska Statehood 
Act. In 1976, however, Congress amended Section 22(f) o f ANCSA to permit the state to enter 
into exchanges of land "for the purpose of effecting land consolidations or to facilitate the 
m anagem ent or development o f the land, or for other public purposes." Exchanges must be of 
equal value unless found to be in the public interest "by the appropriate Secretary." The United 
States has confirmed that its consent to the exchange is not required and that the requirements 
o f Section 6(i). of the Statehood Act and 22(f) of ANCSA will be satisfied as long as the
legislature finds the exchange to be in the public interest.

Second, AS 38.50 which provides authority for exchanges of interests in state lands does not
provide an appropriate vehicle for the settlement of litigation. Among other things, Chapter 50
contem plates a voluntary exchange for equal values, and requires appraisals and a series of public 
hearings on proposed exchanges. Although the state and ASRC believe that the consideration 
given and received in the exchange is roughly equal, no effort has been made to appraise the 
lands. The terms of the exchange are influenced by factors other than land values (which are 
highly speculative, in any event), including each side’s assessment of the risks of litigation. 
Because the agreement does not fit the process of AS 38.50, legislative approval provides the 
authority necessary to effectuate the exchange.

Third, Article VIII, Section 10 of the Alaska Constitution requires that ”[n]o disposals...of state 
lands, or interests therein, shall be made without prior public notice and other safeguards of the 
public interests as may be prescribed by law." Public involvement in the settlement is provided 
through the process of legislative ratification, in order to avoid any potential constitutional 
infirmity.

H ow  a re  funds accounted for? Does this settlement evade the legislature’s appropriation 
au th o rity ?

Funds accruing to die state from oil and gas leases on state land go in pan to the general fund 
and in pan  to the permanent fund. Leases issued under the ASRC agreement are no different. 
The agreement divides interests in land, but all revenue from the state's interest belongs to the 
state and is handled like "normal" state revenues. In addition, it is the lessee’s responsibility to 
pay the appropriate share directly to the state and to ASRC. This divided payment is unusual 
for Alaska, but is a frequent occuncnce in other parts of the United States where land status is 
more complex.



If, for example, the lessee owes $100 in rent under the lease made under tills agreement, and 
that lease happens lo be on land that the state owns a 60% undivided interest and ASRC owns 
a 40% undivided interest, then the lessee must send $60 to the state, and $40 to ASRC. That $60 
is accounted for like other oil and gas revenues. Part goes to the general fund and part goes to
the permanent fund.



SUMMARY SHEET —  HB416/SB369

* Ratifies the settlement of protracted litigation 
between the State and the Arctic Slope Regional Corporation 
("ASRC") over title to lands in the Colville Delta and Point Lay 
areas.

* Improves marketability of title by merging State and
Native Corporation subsurface interests, settling all submerged
lands conflicts, and providing for joint leasing of lands under 
the administration of the Commissioner of Natural Resources.

* Clears obstacles to the leasing of State lands in the 
Colville Delta 12 miles west of the Kuparuk oil field at a time 
of industry interest in the area.

* Forms an historic partnership between the State and
ASRC and provides a model for resolution of other disputes
between the State and Native Corporations.

* Will not affect State control over submerged lands 
beneath navigable waters.

* Insures that leasing will comply with all statutory 
and regulatory safeguards, including environmental reviews, 
applicable to state lease sales.
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EXPLANATION OF HB416/SB3691

"An Act relating to the approval of an agreement 
settling litigation between the State of Alaska and 
Arctic Slope Regional Corporation; and providing for an 
effective date."

The "1991 Settlement Agreement Between Arctic Slope Regional 
Corporation and State of Alaska" ("1991 Agreement") is an 
historically significant attempt to resolve disputes and forge 
new partnerships between the State of Alaska and Alaska Native 
Regional Corporations. The 1991 Agreement proposes to resolve a 
long-standing dispute between the State and the Arctic Slope 
Regional Corporation ("ASRC") over ownership of potentially 
valuable mineral lands on the North Slope. More importantly, it 
proposes to do so in a way that will remove impediments to title 
marketability and create a long term partnership between the 
State and ASRC aimed at maximizing revenues for both parties. 
Because the 1991 Agreement involves an exchange of the State's 
mineral estate and contemplates conferring new management powers 
on the Commissioner of Natural Resources unique to the 1991 
Agreement, legislative approval is required.

The purpose of this memorandum is to acquaint you with the

This document is a draft prepared by counsel for Arctic 
Slope Regional Corporation. It is being supplied to House and 
Senate staff to assist in analysis of HB416/SB369. Additional 
information and details are still being gathered and will be 
supplied to staff at a later date. Please refer any questions 
regarding this draft to counsel for ASRC, David C. Crosby (586- 
6262).
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the 1991 Agreement and HB416/SB369. This memorandum is organized 
in three parts: Section I explains the historical setting that
gave rise to the 1991 Agreement. Section II is a more detailed 
section-by-section explanation of the 1991 Agreement. Section 
III explains the provisions of the Bill.

I. HISTORY OF THE DISPUTE LEADING TO NEGOTIATION OF THE 1991 
AGREEMENT.

In ___  the State of Alaska filed selections in the delta of
the Colville River immediately east of the National Petroleum 
Reserve No. 4 (since renamed the National Petroleum Reserve -
Alaska, or "NPRA"). These lands are located approximately  _
miles west of Prudhoe Bay, and at the time of their selection 
were believed to be prospective for oil and gas. The selections 
were Tentatively Approved by the Secretary of the Interior in
 . Some of the lands in the Colv'.lle Delta were leased by
the State in ___ . An exploration program conducted in ____
resulted in several dry holes.

In ___  the Arctic Slope Native Association filed aboriginal
land claims to much of the North Slope, including the Colville 
Delta. The pendency of these and other Native claims led to the 
infamous Secretarial land freeze order of 1968, and the eventual 
settlement of the claims of Alaska Natives by Congress in the 
Alaska Native Claims Settlement Act of 1971 ("ANCSA"). The basic
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land settlement contemplated selection of surface estate 
surrounding historic village cites by Village Corporations, with 
conveyance of the subsurface estate under the village land to the 
appropriate Native Regional Corporation. ANCSA identified
roughly 200 Native villages and withdrew _ townships of land,
including lands previously Tentatively Approved to the State, in 
the vicinity of each village. Within this area, eligible Village 
Corporations organized under ANCSA were permitted to select and 
receive title to up to three townships (69,120 acres) of lands 
Tentatively Approved to the State of Alaska.

The Colville Delta was the site of the historic Native 
Village of Nuiqsut (or "Nooiksut") , which was listed in Section 
11(b) of ANCSA as a "Native village subject to this Act." That 
section also required the Secretary of the Interior to review the 
eligibility of listed Villages to determine whether they met the 
eligibility requirement of 25 or more residents as of the 1970 
census. The Secretary's regulations defined "residence" broadly 
in terms of traditional Native occupancy patterns.

In ___  the Secretary certified eight Inupiat Tillages in
the Arctic Slope region as eligible to receive land benefits 
under ANCSA. The State of Alaska appealed the certification of 
two of these villages —  Nuiqsut and Pt. Lay —  on the ground 
that they did not satisfy the residency requirements for 
certification. Of the three villages, Nuiqsut, because of its
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proximity to Prudhoe Bay and the possibility that ASRC would 
receive up to three townships of State TA'd lands in the Colville 
Delta if its certification were upheld, was of the greatest 
concern. The appeals were contested by ASRC on behalf of its 
villages.

While the appeals were pending before the Alaska Native 
Claims Appeals Board, ASRC proposed to settle the certification 
disputes by relinquishing its ANCSA entitlement to the Colville 
Delta subsurface. In return, the State would withdraw its 
selections and permit ASRC to select and receive conveyance to
the surface and subsurface of approximately _____  acres of lands
that had previously been TA'd to the State in the Point Lay area. 
When the federal government refused to cooperate on the ground 
that the Secretary had no discretion not to convey the subsurface 
estate under village surface conveyances, the settlement was 
hastily recast as a two party exchange of ASRC's subsurface in 
the Colville Delta for a slightly smaller amount of land owned by 
the State in fee in the Pt. Lay area. The deal was finalized in 
a "1974 Settlement Agreement" and the State's appeal of the 
village certifications was dismissed.

Although the 1974 Settlement Agreement contemplated an 
immediate exchange of quitclaim deeds to the parties' respective 
interests, the Department of Natural Resources declined ASRC's 
proffered conveyance, stating that it would prefer to await
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ASRC's receipt of conveyances to the Nuiqsut subsurface before 
finalizing the exchange. In 197_, the Alaska Supreme Court’s
ruled in ______________________  that an attempt to exchange the
State's mineral estate with the Cook Inlet Regional Corporation 
violated Section 6 of the Alaska Statehood Act and was void. The 
ruling cast a cloud on the the State's ability to convey any 
mineral estate to ASRC at Pt. Lay.

Following inquiries by ASRC in 1977, neither side showed any 
furtner interest in implementing the 1974 Settlement Agreement 
until Texaco announced a discovery in the Colville Delta in 1985. 
When the Commissioner of Natural Resources served a demand that 
ASRC consummate the 1974 Settlement Agreement, ASRC filed suit in 
federal District Court asserting that the exchange provisions of 
the 1974 Settlement Agreement violated Section 6 of the Statehood 
Act and were unenforceable. The State countered by filing suit 
for specific performance of the 1974 Settlement Agreement in 
Superior court.

The litigation posed significant problems for both parties. 
On the one hand, ASRC appeared to be renegging on deal. On the 
other hand, the State was forced to concede that it had no 
authority to deliver a significant portion of the agreed upon 
consideration —  the Pt. Lay mineral estate. To further 
complicate matters, subsequent events seemed to suggest that the 
Texaco discovery might not be as significant as it was initially 
believed to be and the Pt. Lay lands were known to contain
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substantial coal deposits that could prove valuable in the 
future.

Faced with the uncertainties of litigation and highly 
speculative values of both the Nuiqsut and Pt. Lay parcels, then 
Commissioner of Natural Resources Esther Wannicke and ASRC
reached an agreement in principle in ___  to settle the
litigation by splitting the disputed lands in such a way that 
each side would receive half of the disputed lands at Pt. Lay and 
half of the disputed lands at Nuiqsut. In this manner, neither 
side "lost," and both sides spread the risk that one or the other 
of the two speculative tracts might prove to be substantially 
more valuable than the other. This "50/50" remains at the heart 
of the 1991 Settlement Agreement.

After shaking hands on a conceptual settlement that was 
believed to be fair to both sides, the negotiations bogged down 
over the description of the lands that were subject to the 
settlement. The difficulties focused on the State's claims of 
ownership to submerged lands underlying bodies of water alleged 
to be navigable. ASRC took the position that a 1942 public land 
order (PLO 82) withdrew the entire North Slope of Alaska for 
national defense purposes and precluded the State from acquiring 
title to any submerged lands as a matter of law. The matter had 
been clarified to some extent in the Colville Delta by Section 
1431 (n) of ANI'LCA, which retained ownership of the principal
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channels (often referred to as the "named channels") of the 
Colville River "in public ownership" (without specifing whether 
"public" meant federal or State ownership). Since the United 
States concede the right of the State of Alaska tc select 
submerged lands in the area covered by the former PLO 82 
withdrawal (which was rescinded shortly after statehood), and the 
State had selected all available lands in the Colville Delta, 
there was no question that the State was the undisputed owner of 
submerged lands under the named channels. There agreement ended.

The State contended that the extent of submerged lands under 
the named channels was substantially greater than ASRC was 
prepared to concede. In addition, the State claimed exclusive 
ownership of a number of other smaller channels and sloughs in 
the Colville Delta, as well as the Kukpowruk River running 
through the Pt. Lay lands, and a number of lakes in both places. 
ASRC contended that submerged lands, other than the named 
channels of the Colville mentioned in Section 1431(n) of ANILCA, 
should be treated as subject to the settlement and divided 50/50. 
The State insisted that since ANCSA did not entitled ASRC to 
receive conveyance to any submerged lands under navigable waters, 
these submerged lands were not subject to the settlement. To 
further complicate matters, the law provides that title to 
submerged lands changes as the banks and shores of water bodies 
shift due to accretion, reliction and erosion. The boundary line 
between State and ASRC lands would be constantly shifting,
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especially in the Colville Delta. This fact alone would tend to 
make titles uncertain and decrease the marketability of title for 
both owners. Future litigation over the existence and extent of 
State ownership was almost a certainty.

Ultimately, the parties concluded that the settlement should 
attempt to anticipate and resolve as many future disputes as 
possible, even if those disputes did not, strictly speaking have 
to be resolved in order to settle the controversy over the 1974 
Settlement Agreement. The parties concluded that the optimal 
settlement would (1) dispose of the dispute regarding the 
enforceability of the exchange provisions of the 1974 Settlement 
Agreement; (2) lay to rest disputes regarding the existence and 
extent of State owned submerged lands; (3) resolve the ambiguity 
created by the problem of accretion, reliction and erosion; and
(4) provide for common management of uplands and submerged lands.

The parties had already agreed in principle to a 50/50 split 
of lands subject to the exchange provisions of the 1974 
Settlement Agreement. They next agreed to quantify the extent of 
State owned by submerged lands by spliting the difference between 
the State's calculations and those of ASRC. Title problems were 
resolved by pooling the interests of the State and ASRC on a 
section-by-section basis with each party receiving an undivided 
percentage ownership reflecting a 50/50 division of the 
stipulated uplands within the section, with the State receiving 
full (i.e., 100 percent) credit for any stipulated submerged

8



lands within the section. (The State retains full sovereign 
powers over submerged lands, nothwithstanding ASRC's undivided 
interest.) In order to eliminate any possible future disputes 
over the boundary of the settlement area on the coastline and the 
NPRA boundary (where the original 1974 settlement area followed 
the sinuosity of the constantly shifting ocean boundary and the 
west bank of the Nechelik Channel of the Colville River), the 
parties agreed to extend section lines into the ocean and accross 
the NPRA boundary so that the area subject to the 1991 Agreement 
will include only full sections whose location can be protracted 
at any time without reference to changes brought about by 
accretion, reliction and erosion. In this manner, approximately
  of ocean submerged lands owned by the State outside the 1974
Settlement Agreement area and approximately __  of NPRA
subsurface owned by ASRC and outside the 1974 Settlement 
Agreement area were included in the 1991 Agreement. In each 
instance the parties' undivided percentage interest in each 
section so extended was adusted to provide a 100 percent credit 
for lands outside the original 1974 Settlement Agreement area.

Finally, the parties agreed that the State of Alaska would 
be the executive rights holder for both parties interests. As 
defined by the 1991 Agreement, the State is authorized to enter 
into leases on behalf of both ASRC and the State. Lease sales 
will be conducted in the usual manner as provided by Title 38 of 
Alaska Statutes, subject to all legal requirements otherwise

9



applicable to leasing of state lands. The 1991 Agreement 
includes provisions to insure that ASRC is treated fairly in the 
leasing process.

Thus, the 1991 Agreement not only settles long-standing 
litigation between ASRC and the State, it anticipates and 
resolves disputes regarding the existence, extent and location of 
submerged lands owned by the State of Alaska. Finally, ASRC and 
the Department believe that by merging '*itle to uplands and 
submerged lands and vesting executive rights in the State, the 
1991 Agreement will result in maximum certainty and 
predictability for potential lessees, which in turn will make the 
interests of both the State and ASRC more marketable.

On ______________  the United States District Court for the
District of Alaska approved the agreement in principle, including
the section-by-section percentages set out in Exhibit __. (These
percentages have been adjusted slightly by mutual agreement to 
correct errors in calculation and make allowance for 
contingencies relating to future disposition of Native allotment 
claims.)

IT. SECTION-BY SECTION ANALYSIS OF THE 1991 AGREEMENT

The following section provides a more detailed section-by- 
section explanation of the terms of the 1991 Agreement. No
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effort has been made to treat each subsection individually. 
Emphasis is placed on drawing attention to significant provisions 
and summarizing complex technical provisions.

Introduction. This section explains that the purpose of the 
agreement is to settle pending litigation between ASRC and the 
State regarding the enforceability of the 1974 Settlement 
Agreement and to eliminate the potential for future ownership 
disputes over submerged lands by exchanging undivided interests 
in the subsurface of submerged lands and uplands and establishing 
fixed revenue sharing percentages for the settlement lands that 
will not change in the event of accretion, reliction or avulsion.

'

Section 1: LEGISLATIVE APPROVAL. This section provides for 
submission of the 1991 Agreement to the legislature (1.1) and 
commits the parties to the form of the legislation approving the 
same (1.2). The parties may withdraw at any time prior to 
enactment of an acceptable bill approving the 1991 Agreement 
(1.3(a)). If an acceptable bill is enacted, the litigation will 
be dismissed (1.4) and the 1991 Agreement will supercede the 
obligations of the parties under the 1974 Settlement Agreement, 
unless the statute, the 1991 Agreement or any conveyance 
authorized by the 1991 Agreement is set aside by the courts 
(1.3(b)). The parties commit not to create any third party 
interests in the lands subject to the 1991 Agreement pending 
deliberations on the bill (1.5).
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2. LANDS SUBJECT TO THE 1991 SETTLEMENT AGREEMENT

2.1 describes the intent of the parties with respect to 
inclusion of submerged lands in the 1991 Agreement, including 
offshore lands under the Beaufort Sea, the Chukchi Sea and the 
Kasegaluk Lagoon necessary to describe settlement lands by full 
sections.

2.2 describes the current ownership of the Nuiqsut 
subsurface, including ASRC's right to receive future conveyances, 
the status of outstanding third party interests created by either 
the State or ASRC, and State claims of ownership to submerged 
lands.

2.3 explains possible changes regarding ownership of the 
Nuiqsut subsurface (and corresponding corrections to ownership 
percentages) contingent upon disposition of pending Native 
allotment applications and possible exclusion sections from the 
settlement area in the event Kuukpik Corporation does not receive 
title to the surface estate.

2.4 provides a comparable analysis the State's title to the 
Point Lay subsurface.

3. CONVEYANCE OF INTEREST IN LANDS

1 2



3.1 commits ASRC to convey to the State the applicable 
percentage undivided interest, according to Exhibit E, in each 
section of ASRC’s Nuiqsut subsurface as soon as that section has 
been fully conveyed to ASRC, retaining to itself its own 
percentage interest, also according to Exhibit E. (Conveyances 
are not called for until all title contingencies have been 
resolved.)

3.2(a) commits the State to convey the applicable percentage 
undivide interest in the Point Lay subsurface, including any 
submerged lands therein, as set forth in Exhibit F, to ASRC 
within 30 days of the final effective date of the 1991 Agreement, 
retaining its own percentage interest, also as described in 
Exhibit F.

3.2(b) obligates the State to make a cross conveyance to 
ASRC of the applicable undivided percentage interest in the 
Nuiqsut subsurface, including any submerged lands therein, as set 
forth in Exhibit E, retaining the applicable percentage interest 
to itself, also as described in Exhibit E.

3.3 states that no change in the boundary, location or 
extent of submerged lands or uplands with affect the percentage 
undivided interest conveyed pursuant to the 1991 Agreement.

The net effect of the cross-conveyance called for in Section
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3 is an exchange of undivided interests in the subsurface estate 
such that the title to submerged lands and uplands has been 
merged and the parties, for all time, will own their respective 
undivided percentage interest in each section according to the 
schedule set forth in Exhibit E. This percentage is fixed and 
will not change regardless of the amount or location of submerged 
lands that may be contained in the section from time to time.

4. SUBSURFACE AGREEMENTS AFFECTING NUIQSUT SUBSURFACE AND POINT 
LAY SUBSURFACE; GRANT OF RIGHTS TO EXECUTIVE; RIGHTS AND DUTIES 
OF EXECUTIVE.

4.1 ASRC grants to the State of Alaska executive rights in 
the Point Lay and Nuiqsut subsurface. Executive rights are 
defined in section 11.8 as the right to formulate and issue 
Subsurface Agreement Solicitations and to negotiate and execute 
Subsurface Agreements —  primarily oil and gas leases —  on 
behalf of ASRC with respect to ASRC's interest in the Nuiqsut and 
Point Lay subsurface.

4.2 requires that the State will be held to a prudent 
landowner standard, except to the extent that obligations imposed 
on the State by law require it to act otherwise. The State must 
treat ASRC's interest in the same manner as it treats its own and 
may not act so as to benefit itself at the expense of ASRC. The 
limited prudent landowner standard does not create a fiduciary 
duty to ASRC by the State. The State may not assign its

14



---- -----------

executive rights without the consent of ASRC (7.2).
4.3 provides for notice to and consultation with ASRC prior 

to exercise of executive rights by the State. It also provides a 
mechanism for resolving disputes if the two parties are unable to 
agree on the substantive terms of subsurface agreements or 
solicitations. ASRC may refer disputes to a member of a panel of 
qualified independent consultants who is charged with determining 
whether the action proposeu by the State is consistent with the 
limited prudent landowner standard. A decision in favor of the 
State is binding on ASRC without right of appeal. The State is 
not bound by a decision in favor of ASRC, but is exposed to 
future damages if it procedes and a court subsequently upholds 
the qualified independent consultant.

4.6 provides that the executive rights of the State with 
respect to a subsurface agreement cease upon execution of the 
agreement. Thereafter, each side may execute amendments or 
changes with respect to its own undivided interest only.

4.8 relieves the State, as executive rights holder, of any 
obligation to conduct operations on the lands. Rather, the 1991 
Agreement contemplates that the State will fulfill its 
obligations by entering into agreements with third parties.

4.9 provides that the State has no right, obligation, or 
duty to enforce the terms of subsurface agreements once they are
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executed. ASRC is responsible for enforcing the terms of any 
such agreement as they relate to its interests, and the State is 
not exposed to any liability for failure to enforce such 
agreements.

In order to acquire title to subsurface within NPRA, ASRC 
enterred into an agreement with the surface owner, Kuukpik 
Corporation, not to develop the subsurface of any NPRA subsurface
without first obtaining Kuukpik's consent. Approximately __
acres (all deemed to be 100 owned by ASRC) are affected by this 
consent. Kuukpik may also have consent rights for lands in the 
vicinity of the village under Section 14(f) of ANCSA. Although 
the State will hold executive rights to all of this acreage, it 
is not liable for failure to lease any such land if Kuukpik's 
consent is required and cannot be obtained. The 1991 Agreement 
resolves title disputes between ASRC and the State of Alaska. It 
does not purport to affect the rights of Kuukpik as against ASRC 
or the State (or vice versa) . Kuukpik and its counsel have been 
fully informed of the negotiations and have been supplied with 
copies of the Agreement, which it supports.

4.14 precludes communitizing settlement acreage in a lease 
with non-settlement acreage. Nor will the inclusion of two or 
more sections of acreage in a common lease result in pooling or 
communitizing of the interests in those sections. Revenues are 
shared strictly on a section-by-section basis according to the
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respective percentages set out in Exhibit E. This section 
prevents prejudice that might result to either party if 
unproductive section could be averaged in with productive 
sections.

4.15 provides that until sections become fully conveyed such 
that the parties are obligated to execute cross conveyancer, with 
respect to that section, neither party will grant third party 
interests in any such sections with the consent of the other 
party.

5. MINIMUM COVENANTS REQUIRED IN ALL SUBSURFACE AGREEMENTS

This section describes certain minimum reguirements for all 
subsurface agreements executed by the State in the exercise of 
its executive rights. Subsection 5.2 provides a limited 
exception to the general rule that the executive powers of the 
State cease following execution of a subsurface agreement. In 
the event the State exercises its discretion under a lease 
containing a term permitting the Commissioner to set or adjust 
royalty valuation, the Commissioner's determination shall bind 
ASRC's interest as well. This section does require the 
Commissioner to exercise his discretion under such and lease and 
does not expose the State to any liability for the Commissioner's 
exercise (or refusal to exercise) of discretion.



6. SUSPENSION OF EXECUTIVE RIGHTS

The 1991 Agreement contemplates that the State, in the 
exercise of its executive rights, will be bound by all provisions 
of State law governing its conduct as a public land owner and 
sovereign. The 1991 Agreement further contemplates that 
occasions may arise in which the State concludes that entering 
into a subsurface agreement would not be in the public interest 
or would conflict with with sovereign obligations. The State is 
not liable to ASRC in such instances. Section 6.1 (a) provides 
that after giving appropriate notice to the State, however, 
executive rights are suspended ASRC is then free to lease its own 
interest. Executive rights return to the State if ASRC rescinds 
its election to suspend executive rights under Section 6.1(a) 
prior to executing a subsurface agreement with respect to its 
interest (6.3(a)). The State's executive rights are also 
suspended if either the State or ASRC exercise their power to 
terminate a subsurface agreement and the other party elects not 
to do so (6.1(b)). Executive rights return to the State 
automatically at such time as neither the State's nor ASRC's 
interest is subject to a subsurface agreement (6.3).

During any period of time that executive rights is 
suspended, the rights and duties of the parties to one another 
are governed by the law of cotenancy in common. Either party may 
develop the subsurface and the other will still receive its

18



percentage share of the proceeds, after deduction of the 
cotenant's costs of development.

7 MISCELLANEOUS RESTRICTIONS ON BOTH PARTIES

7.1 provides that while the State holds executive rights, 
neither the State nor ASRC may become a lessee of the lands or 
engage in self-development without the consent of the other.

7.3 provides that neither side may convey its interest in 
the Point Lay subsurface or the Nuiqsut subsurface with the 
consent of the other, and any such consent may be conditioned on 
termination of executive rights. In such case, the respective 
holders of the percentage interests would be cotenants in common.

8. STATE'S RIGHTS AS SOVEREIGN

8.1 explicitly provides that nothing in the agreement 
diminishes or affects the sovereign rights of the State with 
respect to regulation or management of submerged lands, fish and 
game, or natural resources. ASRC's only recourse is under 
subsection 8.2 to challenge the constitutionality of a statute, 
or the validity of a regulation, if it feels that the statute or 
regulation singles out settlement lands for different treatment 
from that accorded to other land in the State, or causes injury- 
in-fact to any rights expressly granted to ASRC under the 1991
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Agreement.

9. PREEXISTING LEASES OF THE NUIQSUT SUBSURFACE

This section describes the current status of leases 
affecting the Nuiqsut subsurface, provides for separate 
administration and enforcement of the parties respective 
percentage interests in existing leases, and provides for an 
equitable division of revenues received by either party with 
respect to leased lands prior to the effective date of the 1991 
Agreement. The Section is complicated by the fact that ASRC has 
not received from the United States for all the conveyances of 
Nuiqsut subsurface to which it is entitled. 1991 Agreement does 
not contemplate an exchange of interests with respect to any 
section until that section has become fully conveyed to ASRC (as 
defined in Section 11.12). Also, the State has waived its 
administration rights with respect to leases on some of the lands 
conveyed to ASRC by the United States, but has not waived with 
respect to other lands so conveyed. Consequently, it took a lot 
of verbiage to allign all the preexisting legal relationships so 
that they conform to the basic pattern contemplated by the 1991 
Agreement. The principles, however, are straightforward.

10. MISCELLANEOUS

This section contains a number of routine provisions
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relating to interpretation and administration of the 1991 
Agreement. Notable provisions include a requirement that 
subsurface data be shared to the maximum extent permitted by 
preexisting legal constraints (10.3), subject to strict 
confidentially requirements (10.1); subsection 10.11 commits the 
parties to joint defense of the 1991 Agreement, unless the 
challenge relates t-< ASRC's revenue sharing obligations to other 
ANCSA Corporations, in which case ASRC must defend, indemnify and 
hold the State harmless from such claims.

11. DEFINITIONS

This Section defines key terms used throughout the 1991 
Agreement.

EXHIBITS

Exhibits include the form of proposed legislation (Exhibit 
A, discussed in Section III, below), maps of the lands subject to 
the 1991 Agreement (Exhibits C and D) , schedules of the 
respective percentage undivided interest in each section of land 
subject to the 1991 Agreement (Exhibits E and F) , and specimen 
copies of various instruments called for in the 1991 Agreement 
(Exhibits G - J).

III. SECTION-BY-SECTION EXPLANATION OF BILL NO.
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Section 1. PURPOSE. Provides that the purpose of the Bill 
is to provide for the settlement of outstanding litigation 
between the State and ASRC.

Section 2. RATIFICATION. This Section ratifies the 1991 
Agreement "notwithstanding any other provision of law." Because 
the 1991 Agreement involves an exchange of the State's mineral 
interests in the Nuiqsut and Point Lay subsurface, legislative 
approval is required. Alienation of the State's mineral interest 
is prohibited by Section 6(i) of the Alaska Statehood Act. In 
1976, however, Congress amended Section 22(f) of the Alaska 
Native Claims Settlement /ict to permit the State of Alaska to 
enter into exchanges of land "for the purpose of effecting land 
consolidations or to facilitate the management or development of 
the land, or for other public purposes." Exchanges must be of 
equal value unless found to be in the public interest "by the 
appropriate Secretary." The United States has confirmed that its 
consent to the exchange is not required and that the requirements 
of Section 6(i) of the Statehood Act and 22(f) of ANCSA will be 
satisfied as long as the appropriate State approving authority 
finds the exchange to be in the public interest.

Chapter 50 of Title 38 of Alaska Statutes provides authority 
for exchanges of the State's mineral estate, including the 
mineral estate in submerged lands. For a variety of reasons, 
however, that Chapter does not provide an appropriate vehicle for
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the settlement of litigation. Among other things, Chapter 50 
contemplates a voluntary exchange for equal values and requires 
appraisals and a series of public hearings on proposed exchanges. 
Although the State and ASRC believe that the consideration given 
and received in the exchange is roughly equal, no effort has been 
made to appraise the lands. The terms of the exchange are 
influenced by factors other than land values (which are highly 
speculative, in any event), including each side's assessment of 
the risks of litigation. Finally, settlement negotiations have 
necessarily and appropriately been conducted in closed sessions. 
Public involvement is provided through the process of legislative 
ratification, but could not realistically have been provided 
earlier in the process, as contemplated for a voluntary exchange 
under Chapter 50. The "notwithstanding any other provision of 
Alaska law" will clarify that the exchange contemplated by the 
1991 Agreement is not subject to the requirements of Chapter 50.

In addition to AS 38.50, the "notwithstanding any other 
provision of Alaska law" is intended satisfy any other provision 
of State law that might subsequently be raised to defeat the 
settlement itself. The Bill deliberately uses broad language to 
accomplish this result. Among other things, this language is 
intended to make it clear that in earring out the provisions of 
the settlement the Commissioner is acting pursuant to the mandate 
of the legislature and not exercising his discretion under other 
statutory provisions that authorize administrative disposition of
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state lands. Specifically, this language, together with section 
3 of the Bill discussed below, relieve the Commissioner of any 
further notice, hearing or public interest finding requirements 
prior to making the conveyances required by the 1991 Agreement.

This exemption extends only to those actions mandated by the 
1991 Agreement necessary to carry out the settlement and ratified 
by the Bill. Since the 1991 Agreement contemplates that the 
Commissioner will exercise his executive rights consistent with 
statutory constraints and does not waive any sovereign powers of 
the State of Alaska, any development activities that occur 
subsequent to the exchange will be fully subject to the normal 
statutory and regulatory procedures normally applicable to 
administration of State lands. Specifically, lease sales will be 
conducted in the normal manner and all regulatory requirements 
will be observed, including coastal zone consistency and public 
interest findings. To the extent that ASRC exercises powers as a 
landowner, this legislation does not exempt ASRC from federal, 
state or local requirements otherwise applicable to private 
landowners.

Section 2 also provides that "no statutory or common law 
rules against perpetuities or restraints of alienation of 
property shall apply to the the settlement agreement or to any 
interest or power created by it." The 1991 Agreement commits the 
State and ASRC permanently to merge their titles with no right of
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partition, to jointly lease and develop their interests, and to 
take a number of other steps with respect to their lands for an 
indefinite period of time. The law is generally hostile to such 
perpetual restrictions or restraints on alienation that might be 
deemed unreasonable. AS 34.27.010, for example, provides that an 
interest that would violate the rule against perpetuities may be 
reformed by a court. If the rules apply, the 1991 Agreement 
could be challenged at any time by the State or ASRC (or possibly 
in a citizen suit) and stricken down or modified in ways that 
were never intended.

A major consideration of both the State and ASRC in entering 
into the 1991 Agreement is improving marketability of title.
This objective, and the benefits of the settlement, would be 
frustrated if the merging of title, prohibition against partition 
of those interests and executive rights provisions were ever 
successfully challenged as violative of the rule against 
perpetuities or as an unreasonable restraint on alienation. 
Accordingly, Section 2 exempts the 1991 Agreement from these 
requirements.

Section 3. COMMISSIONER AUTHORITY. This section 
affirmatively authorizes and directs [THIS LANGUAGE SHOULD BE 
ADDED TO THE BILL] the Commissioner to carry out the exchange and 
makes it clear that in doing so he earring out the mandate of the 
legislature. The Commissioner is not authorized, however, to
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materially amend the 1991 Agreement without coming back to the 
legislature for approval.

Section 4. RECORDATION. This section requires to the 
Commissioner to record the 1991 Agreement in the appropriate 
recording office, incorporate it into the DNR lands record 
sysstem, and deposit a signed original with the State Archivist, 
and incorporate.

Section 5. ACTIONS. In order to minimize the possibility 
that the exchange will have to be unwound after the State and 
ASRC have committed themselves to making the conveyances and 
taking the other actions required by the 1991 Agreement, this 
section provides that any action challenging the legality of the 
1991 Agreement must be commenced within thirty days of the 
effective date of the legislation. The Act itself may not be 
construed as creating any rights in any party not privy to the 
1991 Agreement to challenge that Agreement or the Act. Finally, 
the Section waives the sovereign immunity of the State of Alaska 
to any suit brought by ASRC to enforce the 1991 Agreement, 
provided that any such action is commenced in a Superior Court of 
the State of Alaska.

Section 6. EFFECTIVE DATE. This Section provides for an 
immediate effective date in accordance with AS 01.10.070(c).
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Attachment

Arctic Slope Regional Corporation Settlement Agreement
If the agreement is approved by the Legislature, no additional funds 
or positions will be needed to implement it.
If the agreement is not approved by the Legislature, the Department 
of Law would expend significant funds litigating the dispute. The 
Department of Natural Resources would need a portion of a position 
to support the litigation.
In addition, the settlement is needed if the state is to lease lands 
in the Nuiqsut area now scheduled for sale Oil and Gas Lease Sale 75 
during December, 1992. If the agreement is approved this year, the 
lease sale could include approximately 60,000 acres of land covered 
in the agreement (about one quarter of the total acreage of Sale 
75). If the agreement is not approved this session, the Nuiqsut 
acreage (assuming the litigation is settled) could not be leased 
until 1995 because of oil and gas lease sale procedural 
requirements. The Nuiqsut area lands have moderate oil and gas 
potential. Including them in the lease sale would bring significant 
new revenues to the state.
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1991 SETTLEMENT AGREEMENT 
BETWEEN ARCTIC SLOPE REGIONAL 

CORPORATION AND THE STATE OF ALASKA

Introduction
The State of Alaska ("State") and Arctic Slope Regional 

Corporation ("ASRC") sued each other, in two separate lawsuits, 
over the validity of a March 1974 Agreement ("1974 Agreement"). 
The lawsuits were entitled:

(1) S t a t e  o f  A la s k a  v .  A r c t i c  S lo p e  R e g io n a l C o rp o r a tio n ,  
3AN-85-15523 Civil, Alaska Superior Court, Third 
Judicial District, filed November 7, 1985.

(2) A r c t i c  S lo p e  R e g io n a l C o rp o r a tio n  v .  L e n n ie  
B o sto n -G o rsu ch  and G ary C. G u s ta fs o n , Civil No.
J85-026, United States District Court For Alaska, in 
Juneau, filed October 2, 1985.

In 1990, the federal court lawsuit was dismissed without
prejudice to ASRC's right to refile it. The State and ASRC now
wish to dismiss the state court lawsuit, also without prejudice,
and settle claims and counterclaims made in the two lawsuits.

The State and ASRC have fully and independently
analyzed the strength of their respective litigation positions
regarding the enforceability of the 1974 Agreement. In settling,
the parties1' understand that each gives up the right to
discover fully the strength or weakness of the other party's
position in exchange for the certainties of settlement and in
order to avoid the risk of an unfavorable outcome in the
litigation. Resolution of the litigation and uncertainties
relating to titles as set out in this Settlement Agreement will
result in material benefit both to the State and its citizens and
to ASRC, and is in the best interests of the public.

The litigation concerns a dispute between ASRC and the
State over the ownership of lands located near Nuiqsut and Point
Lay. To settle the dispute, the State and ASRC have agreed in

■i'Words and phrases printed in the text of this Agreement in 
boldface are defined in Section 11.
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this Settlement Agreement to effect an exchange of undivided 
interests in the subsurface of all the disputed lands, as 
authorized under section 22(f) of ANCSA, so as to cause the 
subsurface in all these lands to be owned in undivided interests 
by the State and ASRC. The disputed lands have numerous bodies 
of water within or adjacent to them. The State claims that many 
of these bodies of water cover submerged lands which it wholly 
owns by virtue of the United States Constitution's equal footing 
doctrine and the federal Submerged Lands Act. For various 
reasons, ASRC disputes the State's claims. Moreover, the 
extensive nature of the bodies of water and seacoast makes the 
boundaries between uplands and submerged lands within portions of 
the areas subject to the potential of accretion, reliction, and 
avulsion. The possibility of future disputes about the ownership 
of and the boundaries between uplands and submerged lands would 
make it extremely difficult for either the State or ASRC to 
exploit the lands, whichever party a court might decide owned 
them. Therefore, in order to eliminate the potential for future 
ownership disputes, in this Settlement Agreement ASRC and the 
State have agreed to exchange undivided interests in the 
subsurface in the submerged lands and in the uplands and to 
establish a fixed revenue sharing percentage for the lands which 
would not change in the event of accretion, reliction, or 
avulsion.

Except as provided below in section 6 (governing 
consequences of separate termination of a Subsurface Agreement) 
and subsection 9.5 (governing division of revenue from certain 
leases), this Settlement Agreement provides that all subsurface 
revenues related to, or generated by the exploration, 
development, production, or other exploitation of, or the lease, 
sale, or other disposition of, any interest in the Nuiqsut 
subsurface and the Point Lay subsurface will belong to ASRC or 
the State, respectively, as the owner of that interest pursuant 
to Section 3.

ASRC and the State further agree as follows:

1991 Settlement Agreement
Page 2 0 0 2 ) 1 1 7 . 1 0



W - ' *■ -TV

l

i
i

8

I

i

l

l

1.1. 1992 Legislative Session.

ASRC and the State will submit this Settlement 

Agreement to the Second Session of the Seventeenth Alaska 

Legislature for the Legislature's approval.

1.2. Form of Approval; No Changes Without Mutual Consent-

ASRC and the State will submit a bill to the

Legislature approving this Settlement Agreement as set out in 

Exhibit A. Neither ASRC nor the State will seek changes in the 

bill without the prior written consent of the other party.

1.3. Effect of Withdrawal of Either Party, Legislative
Change, Legislative Approval, ot Subsequent Court
Invalidation.

(a) This Settlement Agreement will be wholly void and 

of no effect if either party withdraws from it before the Final 

Effective Date. After such a withdrawal, either party may seek a 

judicial declaration as to the validity of, and appropriate 

orders with respect to, the 1974 Agreement and pursue the claims, 

counterclaims, and defenses asserted in the two lawsuits cited in 

the Introduction above. Either party may withdraw, without 

cause, from this Settlement Agreement before the Final Effective 

Date by delivering written notice of withdrawal to the other 

party.

(b) Subject to paragraph 1.3(a), if the bill as set 

out in Exhibit A  (or another bill approving this Settlement 

Agreement and mutually approved by the Commissioner of Natural 

Resources and ASRC) becomes law, then thereafter neither the 

State nor ASRC may seek to enforce the 1974 Agreement or pursue 

the claims, counterclaims, or defenses asserted in the two 

lawsuits cited above in the Introduction against each other 

unless;

(1) the law is adjudged, in a final state or federal 
court judgment, after all appeals are decided, wholly 
unconstitutional;

(2) the entirety of this Settlement Agreement is 
otherwise adjudged, in a final state or federal court

1. S T A T E  L E G I S L A T I V E  A P P R O V A L .
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judgm e n t ,  a f t e r  a l l  a p p e a l s  a r e  d e cided, to b e  w h o l l y  
i l l e g a l  o r  w h o l l y  u n e n f o r c e a b l e  f o r  a n y  r e a s o n ;  or

(3) (i) a n y  c o n v e y a n c e  r e q u i r e d  b y  t h i s  S e t t l e m e n t
A g r e e m e n t ,  o r  its s u b s e c t i o n s  3.1, 3.2, s e c t i o n s  4, 5, 6, 7, 
8, 9, o r  s u b s e c t i o n  1 0 . 1 1  (singly o r  i n  c o m b i n a t i o n )  is 
d e t e r m i n e d  in a  f i n a l  s t a t e  o r  f e d e r a l  c o u r t  j u d g m e n t ,  a f t e r  
a l l  a p p e a l s  a r e  d e c i d e d ,  to b e  i l l e g a l  o r  u n e n f o r c e a b l e  for 
a n y  reason, a n d  (ii) e i t h e r  t h e  S t a t e  o r  A S R C  g i v e s  w r i t t e n  
n o t i c e  to the o t h e r  th a t  it h a s  e l e c t e d  to  r e s c i n d  this 
S e t t l e m e n t  A g r e e m e n t  w i t h i n  s i x t y  (60) d a y s  a f t e r  all 
a p p e a l s  a r e  d e c i d e d  a n d  t h e  j u d g m e n t  b e c o m e s  firal.

(c) T h e  r u n n i n g  of a n y  s t a t u t e  of l i m i t a t i o n s  t h a t  

m i g h t  b a r  e n f o r c e m e n t  o f  t h e  19 7 4  A g r e e m e n t  as  b e t w e e n  the S t a t e  

a n d  A S R C  is h e r e b y  s u s p e n d e d ,  u n t i l  the e a r l i e s t  of: (i) the

d a t e  w h e n  t h i s  S e t t l e m e n t  A g r e e m e n t  b e c o m e s  v o i d  p u r s u a n t  to 

p a r a g r a p h  1 . 3 ( a ) ;  (ii) t h e  d a t e  w h e n  a j u d g m e n t  d e t e r m i n i n g  

e i t h e r  the l a w  to b e  w h o l l y  u n c o n s t i t u t i o n a l  a s  d e s c r i b e d  in 

s u b p a r a g r a p h  1 . 3 ( b ) (1) o r  th i s  S e t t l e m e n t  A g r e e m e n t  t o  b e  w h o l l y  

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

1 .3(b)(2) b e c o m e s  f i n a l  (af t e r  a l l  a p p e a l s  a r e  d e c i d e d ) ;  o r  

(iii) t h e  d a t e  o n  w h i c h  e i t h e r  t h e  S t a t e  o r  A S R C  g i v e s  n o t i c e  of 

r e s c i s s i o n  o f  th i s  S e t t l e m e n t  A g r e e m e n t  p u r s u a n t  to  s u b p a r a g r a p h  

1.3(b) (3) .

(d) S h o u l d  a  j u d g m e n t  d e s c r i b e d  in  s u b p a r a g r a p h  (1) o r

(2) o r  a n o t i c e  d e s c r i b e d  in s u b p a r a g r a p h  (3) o f  p a r a g r a p h  1.3(b). 

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

a n d  of n o  e f f e c t ,  a n d  t h e r e a f t e r  e i t h e r  p a r t y  m a y  s e e k  a j u d i c i a l  

d e c l a r a t i o n  as  to t h e  v a l i d i t y  of, a n d  a p p r o p r i a t e  o r d e r s  w i t h  

r e s p e c t  to, t h e  1 9 7 4  A g r e e m e n t  a n d  D u r s u e  t h e  c l a ims, 

c o u n t e r c l a i m s ,  a n d  d e f e n s e s  asseri - j . i n  the t w o  l a w s u i t s  c i t e d  in 

the I n t r o d u c t i o n  a b o v e ;  p r o v i d e d  o n l y  th a t  the p r o v i s i o n s  of 

p a r a g r a p h s  1.3(c) a n d  1.3(e) s h r l l  n e v e r t h e l e s s  b e  a n d  r e m a i n  

e f f e c t i v e .

(e) S h o u l d  t h i s  S e t t l e m e n t  A g r e e m e n t  b e c o m e  v o i d  as 

p r o v i d e d  i n  p a r a g r a p h  1.3(d), the S t a t e  a n d  A S R C  e a c h  s h a l l  

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

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

w e r e  m a d e  p u r s u a n t  to  S e c t i o n  3 of this S e t t l e m e n t  A g r e e m e n t .  

R e c o n v e y a n c e s  s h a l l  b e  m a d e  s u b j e c t  to Subsurface Agreements a n d  

o t h e r  t h i r d - p a r t y  r i g h t s  c r e a t e d  a f t e r  the S e c t i o n  3 c o n v e y a n c e  

p u r s u a n t  to t h i s  S e t t l e m e n t  A g r e e m e n t ,  if t h e  t h i r d  p a r t y  o r  

p a r t y  to t h e  Subsurface Agreement is n o t  a f f i l i a t e d  w i t h  the 

p a r t y  t h a t  c r e a t e d  t h e  i n t e r e s t  o r  e x e c u t e d  t h e  Subsurface 

Agreement, a n d  the r i g h t s ,  e s t a t e s ,  a n d  o b l i g a t i o n s  of s u c h  t h i r d  

p a r t i e s  s h a l l  n o t  b e  a f f e c t e d  o r  t e r m i n a t e d  b y  r e a s o n  of th i s  

S e t t l e m e n t  A g r e e m e n t  h a v i n g  b e c o m e  v oid.

1.4. Dismissal of Litigation.

W i t h i n  t e n  (10) d a y s  a f t e r  the Final Effective Date of 

t h i s  S e t t l e m e n t  A g r e e m e n t ,  A S R C  a n d  the S t a t e  w i l l  f i l e  in  

S u p e r i o r  C o u r t  a  S t i p u l a t i o n  f o r  D i s m i s s a l  in t h e  f o r m  s e t  o u t  in 

E x h i b i t  B.

1.5. Creation of Third-Party Interests While Bill Is
Pending.

N e i t h e r  A S R C  n c r  t h e  S t a t e  w i l l  c r e a t e  o r  g r a n t  a n y  

t h i r d - p a r t y  i n t e r e s t  i n  t h e  Nuiqsut subsurface o r  the Point Lay 

subsurface b e f o r e  t h e  Final Effective Date of t h i s  S e t t l e m e n t  

A g r e e m e n t ;  t h e r e a f t e r ,  t h e  c r e a t i o n  of t h i r d  p a r t y  i n t e r e s t s  a n d  

t h e  m a n a g e m e n t  of t h e  Nuiqsut subsurface a n d  Point Lay subsurface 

w i l l  b e  g o v e r n e d  b y  t h e  t e r m s  of  t h i s  S e t t l e m e n t  A g r e e m e n t .  

H o w e v e r ,  b e f o r e  t h e  Final Effective Date ;of t h i s  S e t t l e m e n t  

A g r e e m e n t ,  t h e  S t a t e  m a y  i s s u e  p e r m i t s ,  r i g h t s - o f - w a y ,  a n d  the 

l i k e  a u t h o r i z i n g  s u r f a c e  a c t i v i t i e s  o r  o p e r a t i o n s  i n  the area, 

a n d  e i t h e r  t h e  S t a t e  o r  A S R C  ( a c t i n g  w i t h  r e s p e c t  to t h o s e  o i l  

a n d  g a s  l e a s e s  w h i c h  it n o w  h a s  t h e  r i g h t  to a d m i n i s t e r )  m a y  

a u t h o r i z e  a s s i g n m e n t s  of o r  r o u t i n e  a m e n d m e n t s  t o  e x i s t i n g  o i l  

a n d  g a s  l e a s e s  a f f e c t i n g  s e c t i o n s  o f  t h e  Nuiq.uit subsurface, so 

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

r e s p e c t  to t h e  subsurface a n d  t h e  a m e n d m e n t s  d o  n o t  m a t e r i a l l y  

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

g a s  l e a s e s .
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2. LANDS SLBJECT TO 1991 SETTLEMENT AGREEMENT.

2.1. Submerged Lands and Seacoast Boundaries.

(a) A S R C  a n d  the S t a t e  h a v e  b e e n  u n a b l e  to r e a c h  

a g r e e m e n t  a s  t o  a s p e c i f i c  l e g a l  d e f i n i t i o n  of " s u b m e r g e d  la n d s "  

o r  as  to t h e  b o u n d a r i e s ,  l o c a t i o n ,  o r  e x t e n t  of s u b m e r g e d  l a n d s  

i n c l u d e d  i n  t h e  Nuiqsut subsurface o r  t h e  Point Lay subsurface o r  

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

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

e x t e n t  o f  s u b m e r g e d  lands. T h e y  a l s o  r e c o g n i z e  t h a t  the 

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

b e c a u s e  o f  a c c r e t i o n ,  r e l i c t i o n ,  o r  a v u l s i o n .  T h e y  a l s o  r e a l i z e  

th a t  t h e  a b i l i t y  of e a c h  to l e a s e  o r  e x p l o i t  o r  r e a l i z e  b e n e f i t  

f r o m  t h e  subsurface w o u l d  b e  a d v e r s e l y  a f f e c t e d  b y  the 

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

e x t e n t  of  s u b m e r g e d  l a n d s  c o u l d  r e s u l t  in c h a n g e s  i n  o w n e r s h i p .  

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

S e c t i o n  3 of t h e  S t a t e  a n d  A S R C  i n  t h e  subsurface i n  t h e  e n t i r e t y  

of e a c h  s e c t i o n  o r  p o r t i o n  of a  s e c t i o n  of l a n d  w i t h i n  t h e  

Nuiqsut subsurface a n d  t h e  Point Lay subsurface w i l l  n o t  c h a n g e  

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

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

s e c t i o n  o r  p o r t i o n  of a s e c t i o n  o f  l and. C o n v e r s e l y ,  t h i s  

S e t t l e m e n t  A g r e e m e n t  is n o t  i n t e n d e d  t o  b e  a n d  m a y  n o t  b e  

c o n s t r u e d  as, a n  a g r e e m e n t  as  to t h e  a c t u a l  e x t e n t ,  if any, of 

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

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

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

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

s e c t i o n .

(b) E a c h  r e f e r e n c e  i n  t h i s  S e t t l e m e n t  A g r e e m e n t  to  a 

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

d e e m e d  s u b m e r g e d  l a n d  u n d e r  the B e a u f o r t  Sea, the C h u k c h i  Sea, o r  

the K a s e g a l u k  L a g o o n  r e f e r s  to t h e  s q u a r e  o r  r e c t a n g u l a r  r.rea 

( i n c l u d i n g  a n y  a r e a  n o w  o r  h e r e a f t e r  s i t u a t e d  w i t h i n  the B e a u f o r t  

Sea, t h e  C h u k c h i  Sea, or the K a s e g a l u k  L a g o o n )  e n c o m p a s s e d  w i t h i n
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a full s q u a r e  o r  r e c t a n g u l a r  s e c t i o n  ( p r o t r a c t e d  o r  p r o j e c t e d  to 

t h e  e x t e n t  it is w i t h i n  the B e a u f o r t  Sea, t h e  C h u k c h i  Sea, o r  the 

K a s e g a l u k  L a g o o n )  c o n t a i n i n g  a p p r o x i m a t e l y  640 a c r e s .

(c) A S R C  f o r e v e r  d i s c l a i m s  a n d  q u i t c l a i m s  to the S t a t e  

a n y  i n t e r e s t  it n o w  h a s  o r  m a y  h a v e  i n  t h e  f u t u r e  i n  lands 

b e n e a t h  the K a s e g a l u k  L a g o o n  w i t h i n  T2N, R 4 5  a n d  R46W, a n d  TIN, 

R46W, U m i a t  M e r i d i a n ,  w h i c h  i n t e r e s t  m i g h t  d e r i v e  f r o m  

a p p l i c a t i o n  o f  t h e  d o c t r i n e  of r i p a r i a n  o w n e r s h i p ,  w h e t h e r  o r  not 

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

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

i n t e r p r e t e d  to  d i s c l a i m  o r  q u i t c l a i m  to t h e  S t a t e  a n y  i n t e r e s t  in 

t h e  subsurface withi.x a n y  of t h e  s p e c i f i c  s e c t i o n s  of the Point 

Lay subsurface ( i n c l u d i n g  l a n d s  b e n e a t h  t h e  K a s e g a l u k  Lagoon) to 

b e  c o n v e y e d  f r o m  t h e  S t a t e  to A S R C  u n d e r  s u b s e c t i o n  3.2 of this 

S e t t l e m e n t  A g r e e m e n t .

(d) T h e  m a p s  a t t a c h e d  as  E x h i b i t  C  (for t h e  Nuiqsut 

subsurface) a n d  a s  E x h i b i t  D  (for t h e  Point Lay subsurface) a r e  

f o r  i l l u s t r a t i v e  p u r p o s e s ;  u n d e r  A S  0 9 . 2 5 . 0 4 0 ( 6 ) ,  i n  the e v e n t  of 

a  n e e d  t o  c o n s t r u e  t h e  d e s c r i p t i v e  p a r t  o f  a n y  c o n v e y a n c e  of real 

p r o p e r t y  m a d e  u n d e r  t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  m a p s  w i l l  b e  

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

c o n f l i c t  w i t h  it.

2.2. Current Ownership of Nuiqsut Lands.

(a) T h e  U n i t e d  S t a t e s  h a s m a d e  t h e  f o l l o w i n g

c o n v e y a n c e s  to A S R C :

(1) I n t e r i m C o n v e y a n c e No. 1 1 0  d a t e d  J u l y  18, 1978;

(2)
1982;

I n t e r i m C o n v e y a n c e No. 569 d a t e d  N o v e m b e r  12,

(3) I n t e r i m C o n v e y a n c e No. 621 d a t e d  J a n u a r y  7, 1983;

(4) I n t e r i m C o n v e y a n c e No. 1 1 6 1  d a t e d  A p r i l  22, 1986;

(5)
1988; a n d

I n t e r i m C o n v e y a n c e No. 1 4 0 6  d a t e d  S e p t e m b e r  20,

(6) I n t e r i m C o n v e y a n c e No. 1501, d a t e d  M a y  9, 1991.
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A S R C  w a r r a n t s  to t h e  S t a t e  t h a t  it has n o t  c r e a t e d  a n y  oil a n d  

g a s  l e a s e s  o r  o t h e r  t h i r d - p a r t y  i n t e r e s t s  i n  t h e  subsurface of 

the l a n d s  c o v e r e d  b y  t h e s e  i n t e r i m  c o n v e y a n c e s  e x c ept, w i t h  

r e s p e c t  to I n t e r i m  C o n v e y a n c e  No. 1406, the r i g h t s  of K u u k p i k  

C o r p o r a t i o n  u n d e r  t h e  Kuukpik Agreement.

(b) A S R C  is e n t i t l e d  u n d e r  ANCSA to r e c e i v e  f r o m  the 

U n i t e d  S t a t e s  p a t e n t s  t o  t h e  subsurface d e s c r i b e d  i n  the 

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

a n d  p a t e n t s  f o r  a d d i t i o n a l  p o r t i o n s  of t h e  Nuiqsut subsurface. 

A S R C  w i l l  n o t  t a k e  a n y  a c t i o n  o r  o m i t  to t a k e  a n y  a c t i o n  that 

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

p a t e n t s  to t h e s e  lands.

(c) T h e  S t a t e  c l a i m s  t i t l e  to a l l  s u b m e r g e d  l ands 

w i t h i n  the o u t e r m o s t  b o u n d a r i e s  of the l a n d s  d e s c r i b e d  as the 

Nuiqsut subsurface, a n d  A S R C  l i k e w i s e  c l a i m s  t i t l e  to, o r  the 

r i g h t  to a c q u i r e  t i t l e  to, t h e  subsurface i n  c e r t a i n  of t h e s e  

s u b m e r g e d  l a n d s .  H o w e v e r ,  n e i t h e r  the S t a t e  n o r  A S R C  h a s  a g r e e d  

as t o  t h e  e f f e c t  o f  P u b l i c  L a n d  O r d e r  82 ( J a n u a r y  22, 1943),

8 Fed. Reg. 15 9 9  ( F e b r u a r y  4, 1943), o r  as t o  a s p e c i f i c  l e g a l  

d e f i n i t i o n  of " s u b m e r g e d  l a n d s , "  o r  as to t h e  e x i s t e n c e ,  

b o u n d a r i e s ,  l o c a t i o n ,  o r  e x t e n t  of s u b m e r g e d  la n d s ,  o r  as to the 

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

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

s u b m e r g e d  l a n d s  i n  a n y  a r e a  o r  s e c t i o n .  A d d i t i o n a l l y ,  the S t a t e  

or  A S R C  m a y  h e r e a f t e r  r e c e i v e  p a t e n t s  o r  i n t e r i m  c o n v e y a n c e s  f r o m  

the U n i t e d  S t a t e s  t o  Nuiqsut subsurface w i t h i n  l a n d s  c o v e r e d  b y  

one o r  m o r e  o r  a l l  o f  the A l a s k a  N a t i v e  a l l o t m e n t  a p p l i c a t i o n s  

d e s c r i b e d  i n  p a r a g r a p h  1 1 . 1 2 ( a ) ,  a n d  A S R C  m a y  h e r e a f t e r  r e c e i v e  

p a t e n t s  o r  i n t e r i m  c o n v e y a n c e s  f r o m  the U n i t e d  S t a t e s  to Nuiqsut 

subsurface w i t h i n  l a n d s  c o v e r e d  b y  one o r  m o r e  o r  a l l  of the 

A l a s k a  N a t i v e  a l l o t m e n t  a p p l i c a t i o n s  d e s c r i b e d  i n  p a r a g r a p h

1 1 . 1 2 ( b ) .

(d) T h e  S t a t e  w a r r a n t s  to A S R C  t h a t  it h a s  i s s u e d  o n l y  

the f o l l o w i n g  o i l  a n d  g a s  l e a s e s  ( d e s i g n a t e d  b y  its A l a s k a  

D i v i s i o n  of L a n d s  (ADL) n u m b e r s )  in the Nuiqsut subsurface:

a 1991 S ettlement A g r e e m e n t
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A D L  No. 2 5 5 2 9  
A D L  No. 2 5 5 3 0  
A D L  No. 3 5 6 0 0 0  
A D L  No. 3 5 6 0 0 1  
A D L  No. 3 5 6 0 0 2  
A D L  No. 3 5 6 0 0 3  
A D L  No. 3 5 6 0 0 4  
A D L  No. 3 5 6 0 0 5
A D L  No. 3 6 5 5 0 6  ( t e r m i n a t e d  f o r  n o n p a y m e n t  of a n n u a l  re n t a l  

o n  D e c e m b e r  1, 1986)
A D L  No. 2 5 5 3 5  
A D L  No. 2 5 5 3 6  
A D L  No. 2 5 5 3 7  
A D L  No. 2 5 5 3 9  
A D L  No. 2 5 5 5 6  
A D L  No. 2 5 5 4 0  
A D L  No. 2 5 5 4 1  
A D L  No. 2 5 5 5 4  
A D L  No. 2 5 5 5 5  
A D L  No. 2 5 5 6 0  
A D L  No. 2 5 5 6 1  
A D L  No. 2 5 5 6 2  
A D L  No. 2 5 5 6 3  
A D L  No. 2 5 5 7 7  
A D L  No. 2 5 5 7 8  
A D L  No. 2 5 5 7 9  
A D L  No. 2 5 5 9 6  
A D L  No. 2 5 5 9 7  
A D L  No. 3 6 4 4 6 6  
A D L  No. 3 6 4 4 6 8  
A D L  No. 3 6 4 4 6 9  
A D L  No. 3 6 6 2 0 1  
A D L  No. 3 6 6 2 0 2  
A D L  No. 3 6 6 2 0 3  
A D L  No. 3 6 6 2 0 4

I n  a d d i t i o n ,  the S t a t e  h a s  c r e a t e d  o t h e r  t h i r d  p a r t y  i n t e r e s t s  in 

t h e  f o r m  of v a r i o u s  t y p e s  o f  a u t h o r i z a t i o n s  (such as l a n d  or 

w a t e r  u s e  p e r m i t s )  w i t h  r e s p e c t  to u s e  of o r  o p e r a t i o n s  o n  the 

s u r f a c e  w i t h i n  t h e  Nuiqsut subsurface area.

2.3. Possible Changes Regarding Nuiqsut subsurface.

(a) N a t i v e  A l l o t m e n t  A p p l i c a t i o n s . T h e  S t a t e ' s  a n d  

A S R C ' s  p e r c e n t a g e s  in c e r t a i n  s e c t i o n s  of the Nuiqsut s u b s u r f a c e  

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

r i g h t s  in  l a n d s  c o v e r e d  b y  c e r t a i n  p e n d i n g  A l a s k a  N a t i v e  

a l l o t m e n t  a p p l i c a t i o n s .  It is p o s s i b l e  t h a t  i n  s o m e  s i t u a t i o n s
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e i t h e r  t h e  S t a t e  o r  ASRC, o r  in  s o m e  c a s e s  n e i t h e r  the S t a t e  n o r  

ASRC, w i l l  r e c e i v e  a f i n a l  c o n v e y a n c e  f r o m  the U n i t e d  S t a t e s  of 

the subsurface r i g h t s  in t h e  l a n d s  c o v e r e d  b y  t h o s e  a l l o t m e n t  

a p p l i c a t i o n s .  E x h i b i t  E s e t s  f o r t h  t h e  S t a t e ' s  a n d  A S R C ' s  

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

the e x i s t e n c e  o f  t h e s e  A l a s k a  N a t i v e  a l l o t m e n t  a p p l i c a t i o n s  as 

d e s c r i b e d  i n  E x h i b i t  E. A  c o n v e y a n c e  m a d e  p u r s u a n t  to  s e c t i o n  3 

f r o m  t h e  S t a t e  to ASRC, o r  f r o m  A S R C  t o  the State, s h a l l  u s e  the 

p e r c e n t a g e s  s e t  f o r t h  i n  E x h i b i t  E t h a t  c o r r e s p o n d  to  the 

a p p r o p r i a t e  s i t u a t i o n  as d e s c r i b e d  i n  E x h i b i t  E.

(b) K u u k p i k  O v e r s e l e c t i o n s . E a c h  of the s e c t i o n s  of 

the Nuiqsut subsurface d e s c r i b e d  i n  E x h i b i t  E h a s  b e e n  s e l e c t e d  

b y  K u u k p i k  C o r p o r a t i o n  f o r  c o n v e y a n c e  of the s u r f a c e  e s t a t e  f r o m  

the U n i t e d  S t a t e s  to K u u k p i k  C o r p o r a t i o n  p u r s u a n t  to ANCSA. If 

s u c h  a  c o n v e y a n c e  is made, A S R C  w i l l  r e c e i v e  a n  i n t e r i m  

c o n v e y a n c e  o r  p a t e n t  f r o m  t h e  U n i t e d  S t a t e s  u n d e r  ANCSA to t h e  

subsurface of t h o s e  lands. A  p o s s i b i l i t y  exists, h o w e v e r ,  t h a t  

t h e  t o t a l  n u m b e r  of a c r e s  w i t h i n  t h e  a r e a  s e l e c t e d  b y  K u u k p i k  

C o r p o r a t i o n  m a y  b e  d e t e r m i n e d  to e x c e e d  the t o t a l  n u m b e r  of a c r e s  

to w h i c h  it is e n t i t l e d  t o  r e c e i v e  a  c o n v e y a n c e  of t h e  s u r f a c e  

e s t a t e  f r o m  t h e  U n i t e d  S t a t e s  u n d e r  ANCSA. If a  s e l e c t i o n  b y  

K u u k p i k  C o r p o r a t i o n  of t h e  l a n d s  a v a i l a b l e  f o r  s e l e c t i o n  b y  it i n  

a l l  o f  a n y  s e c t i o n  o r  i n  a  p a r t  o f  a Pinal Partial Section 

d e s c r i b e d  i n  E x h i b i t  E s h a l l  h e r e a f t e r  b e  r e j e c t e d  o r  

r e l i n q u i s h e d  (so as  to  t e r m i n a t e  t h e  e n t i t l e m e n t  of K u u k p i k  

C o r p o r a t i o n  to r e c e i v e  a c o n v e y a n c e  of t h e  s u r f a c e  o f  t h e  l a n d s  

a v a i l a b l e  f o r  s e l e c t i o n  b y  it i n  t h a t  s e c t i o n  o r  p a r t  of a 

s e c t i o n  u n d e r  ANCSA) , t h a t  s e c t i o n  o r  p a r t  of a P i n a l  P a r t i a l  

Section, as  m o r e  f u l l y  d e s c r i b e d  in  p a r a g r a p h  1 1 . 1 2 ( c ) ,  as 

a p p l i c a b l e ,  s h a l l  a u t o m a t i c a l l y  b e  e x c l u d e d  f r o m  the N u i q s u t  

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

p u r p o s e s  of t h i s  S e t t l e m e n t  A g r e e m e n t .
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2.4. C u r r e n t  O w n e r s h i p  of P o i n t  L a y  L a n d s .

T h e  U n i t e d  S t a t e s  h a s  m a d e  c o n v e y a n c e s  to t h e  S t a t e  

th a t  i n c l u d e  P o i n t  L a y  s u b s u r f a c e  as d e s c r i b e d  i n  t h e  f o l l o w i n g

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

(a) U. S .  P a t e n t  No. 5 0 - 8 4 - 0 7 7 6  d a t e d  S e p t e m b e r  25,
1984;

(b) U . S .  P a t e n t  No. 5 0 - 8 4 - 0 7 7 7  d a t e d  S e p t e m b e r  25,
1984;

(c) U . S .  P a t e n t  No. 5 0 - 8 4 - 0 7 7 8  d a t e d  S e p t e m b e r  25,
1984;

(d) U.S. P a t e n t  No. 5 0 - 8 4 - 0 7 8 1  d a t e d  S e p t e m b e r  25,
1984; a n d

(e) T e n t a t i v e  A p p r o v a l  D e c i s i o n  d a t e d  D e c e m b e r  23,
1965.

T h e  S t a t e  a l s o c l a i m s  t i t l e  to a l l  s u b m e r g e d  l a n d s  w i t h i n  the

o u t e r  b o u n d a r i e s  of t h e  l a n d s  d e s c r i b e d  as  P o i n t  L a y  s u b s u r f a c e ,  

a l t h o u g h  n e i t h e r  t h e  S t a t e  n o r  A S R C  h a s  a g r e e d  a s  t o  t h e  e f f e c t  

of  P u b l i c  L a n d  O r d e r  82 o r  as to a  s p e c i f i c  l e g a l  d e f i n i t i o n  o f  

" s u b m e r g e d  l a n d s "  o r  as to the e x i s t e n c e ,  b o u n d a r i e s ,  l o c a t i o n ,  

o r  e x t e n t  of s u b m e r g e d  l a n d s  o r  as t o  t h e  p r o p e r  s t a n d a r d s ,  l e g a l  

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

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

l a n d s  i n  a n y  a r e a  o r  s e c t i o n .  T h e  S t a t e  w a r r a n t s  t o  A S R C  t h a t  it 

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

P o i n t  L a y  s u b s u r f a c e .  T h e  S t a t e  has, h o w e v e r ,  c r e a t e d  o t h e r  

t h i r d  p a r t y  i n t e r e s t s  i n  t h e  f o r m  of  v a r i o u s  t y p e s  of 

a u t h o r i z a t i o n s  (such a s  l a n d  o r  w a t e r  u s e  p e r m i t s )  w i t h  r e s p e c t  

to u s e  of o r  o p e r a t i o n s  o n  the s u r f a c e  w i t h i n  t h e  P o i n t  L a y  

s u b s u r f a c e  a r ea.

3. C O N V E Y A N C E  O P  I N T E R E S T  I N  LANDS.

3.1. A S R C  C o n v e y a n c e s .

(a) F u l l y  C o n v e y e d  S e c t i o n s  o n  P i n a l  E f f e c t i v e  D a t e . 

W i t h i n  t h i r t y  (30) d a y s  a f t e r  the P i n a l  E f f e c t i v e  D a t e  of t h i s  

S e t t l e m e n t  A g r e e m e n t ,  A S R C  w i l l  c o n v e y  to t h e  S t a t e  a n  u n d i v i d e d  

i n t e r e s t  e q u a l  t o  the a p p l i c a b l e  " S t a t e  p e r c e n t a g e "  set o u t  i n
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E x h i b i t  E in  t h a t  p o r t i o n  of t h e  Nuiqsut subsurface (without 

r e g a r d  to w h e t h e r  t h a t  Nuiqsut subsurface is w i t h i n  u p l a n d s  o r  

w i t h i n  s u b m e r g e d  lands) in e a c h  F u l l y  Conveyed Section e x i s t i n g  

as of th a t  d a t e  to w h i c h  A S R C  has h e r e t o f o r e  a c q u i r e d  t i t l e  o r  

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

a c q u i r e  t i t l e  b y  v i r t u e  of a n y  f u t u r e  c h a n g e  in  t h e  b o u n d a r y ,  

l o c a t i o n ,  o r  e x t e n t  of  s u b m e r g e d  l a n d s  o r  u p l a n d s  w i t h i n  that 

s e c t i o n .  W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  Final Effective Date 

of this S e t t l e m e n t  A g r e e m e n t ,  A S R C  w i l l  e x e c u t e  a n d  d e l i v e r  to 

t h e  S t a t e  a  w a r r a n t y  d e e d  as set o u t  in  E x h i b i t  G  w h i c h  c o n v e y s  

t h e  a p p l i c a b l e  S t a t e  p e r c e n t a g e  as s e t  o u t  i n  E x h i b i t  E fo r  that 

p o r t i o n  of t h e  Nuiqsut subsurface in e a c h  Fully Conveyed Section, 

r e t a i n i n g  t o  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  the a p p l i c a b l e  

A S R C  p e r c e n t a g e  a s  s e t  o u t  in  E x h i b i t  E w i t h  r e s p e c t  to th a t  

p o r t i o n  of t h e  Nuiqsut subsurface i n  e a c h  s e c t i o n .

(b) S e c t i o n s  T h a t  B e c o m e  Fully Conveyed Sections A f t e r  

t h e  Final Effective D a t e . A s  to e a c h  s e c t i o n  of t h e  Nuiqsut 

subsurface t h a t  is n o t  a  Fully Conveyed Section o n  t h e  Final 

Effective Date o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h i s  S e t t l e m e n t  

A g r e e m e n t  w i l l  a l s o  r e q u i r e  t h a t  w h e n  t h a t  s e c t i o n  b e c o m e s  a 

Fully Conveyed Section a f t e r  t h e  Final Effective Date, A S R C  s h a l l  

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

S t a t e  p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  E i n  t h a t  p o r t i o n  of the 

Nuiqsut subsurface ( w i t h o u t  r e g a r d  to w h e t h e r  t h a t  Nuiqsut 

subsurface is w i t h i n  u p l a n d s  o r  w i t h i n  s u b m e r g e d  lands) ir th a t  

s e c t i o n  to w h i c h  A S R C  h a s  a c q u i r e d  t i t l e  b y  v i r t u e  o f  a n  i n t e r i m  

c o n v e y a n c e  o r  p a t e n t  f r o m  t h e  U n i t e d  S t a t e s ,  o r  m a y  h e r e a f t e r  

a c q u i r e  t i t l e  b y  v i r t u e  of  a n y  f u t u r e  c h a n g e  i n  the b o u n d a r y ,  

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

s e c t i o n .  A S R C  w i l l  e x e c u t e  a n d  d e l i v e r  to t h e  S t a t e  a  w a r r a n t y  

d e e d  as s e t  o u t  i n  E x h i b i t  G  w h i c h  c o n v e y s  t h e  a p p l i c a b l e  S t a t e  

p e r c e n t a g e  as s e t  o u t  i n  E x h i b i t  E f o r  t h a t  p o r t i o n  of the 

Nuiqsut subsurface i n  t h a t  s e c t i o n  n o  l a t e r  t h a n  t h i r t y  (30) d a y s  

f o l l o w i n g  t h e  d a t e  w h e n  t h a t  s e c t i o n  b e c o m e s  a F u l l y  C o n v e y e d  

Section, r e t a i n i n g  t o  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  to tne
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a p p l i c a b l e  A S R C  p e r c e n t a g e  as  set o u t  in E x h i b i t  E w i t h  r e s p e c t  

to that p o r t i o n  of t h e  Nuiqsut subsurface i n  t h e  s e c t i o n .  

N o t w i t h s t a n d i n g  t h e  f o r e g o i n g ,  h owever, as  to  t h e  Final Partial 

Section, if any, t h e  w a r r a n t y  d e e d  s h a l l  n o t  i n c l u d e  o r  d e s c r i b e  

a n y  p o r t i o n  of t h e  Final Partial Section t h a t  is n o t  i n c l u d e d  in 

the p o r t i o n  of t h a t  s e c t i o n  w h i c h  is d e e m e d  to b e  a  Fully 

Conveyed Section. T h e  a p p l i c a b l e  S t a t e  a n d  ASRC p e r c e n t a g e s  set 

out in E x h i b i t  E s h a l l  n o t  b e  c h a n g e d  as t o  t h e  p o r t i o n  of a 

Final Partial Section i n c l u d e d  in  a  Fully Conveyed Section b y  

v i r t u e  of the e x c l u s i o n  of t h e  r e m a i n d e r  of  t h a t  Final Partial 

Section f r o m  t h e  Nuiqsut subsurface.

3.2. State Conveyances.

(a) P o i n t  L a y . W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  

Final Effective Date of this S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  w i l l  

c o n v e y  to A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  to t h e  a p p l i c a b l e  A S R C  

p e r c e n t a g e  set o u t  i n  E x h i b i t  F i n  the subsurface i n  a l l  p o r t i o n s  

of t h e  Point Lay subsurface (without r e g a r d  to  w h e t h e r  t h a t  Point 

Lay subsurface is w i t h i n  u p l a n d s  o r  w i t h i n  s u b m e r g e d  lands) w h i c h  

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

t h a t  date, o r  m a y  a c q u i r e  t i t l e  t o  a f t e r  t h a t  d a t e  b y  v i r t u e  of 

a n y  f u t u r e  c h a n g e  i n  t h e  b o u n d a r y ,  l o c a t i o n ,  o r  e x t e n t  of 

s u b m e r g e d  l a n d s  o r  u p l a n d s  w i t h i n  the Point Lay subsurface.

W i t h i n  t h i r t y  (30) d a y s  a f t e r  the Final Effective Date o f  t h i s  

S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  w i l l  e x e c u t e  a n d  d e l i v e r  to  A S R C  

a  patent, a s  s e t  o u t  i n  E x h i b i t  H, w h i c h  c o n v e y s  t h e  a p p l i c a b l e  

A S R C  p e r c e n t a g e  a s  s e t  o u t  i n  E x h i b i t  F i n  t h o s e  p o r t i o n s  of the 

Point Lay subsurface, r e t a i n i n g  to t h e  S t a t e  a n  u n d i v i d e d  

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

E x h i b i t  F w i t h  r e s p e c t  t o  t h e  p o r t i o n  of t h e  Point Lay subsurface 

i n  e a c h  of t h e s e  s e c t i o n s .

(b) N u i q s u t .

(1) F u lly  Conveyed Sections on the Final 
E ffe c tiv e  Date. W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  Final 

Effective Date of t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  w i l l  

c o n v e y  to A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  t h e  a p p l i c a b l e  A S R C
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p e r c e n t a g e  s e t  o u t  in E x h i b i t  E in  all p o r t i o n s  of the Nuiqsut 

subsurface ( w i t h o u t  r e g a r d  to w h e t h e r  the Nuiqsut subsurface is 

w i t h i n  u p l a n d s  o r  w i t h i n  s u b m e r g e d  lands) in e a c h  F u l l y  Conveyed 

Section e x i s t i n g  as of that d a t e  to w h i c h  the S t a t e  p r e s e n t l y  

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

t i t l e  to a f t e r  t h a t  d a t e  b y  v i r t u e  of a n y  f u t u r e  c h a n g e  i n  the 

b o u n d a r y ,  l o c a t i o n ,  o r  e x t e n t  of s u b m e r g e d  l a n d s  o r  u p l a n d s  

w i t h i n  t h a t  s e c t i o n .  W i t h i n  t h i r t y  (30) d a y s  a f t e r  the Final 

Effective Date o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  w i l l  

e x e c u t e  a n d  d e l i v e r  to  A S R C  a  p a t e n t  as s e t  o u t  in  E x h i b i t  H 

w h i c h  c o n v e y s  t h e  a p p l i c a b l e  A S R C  p e r c e n t a g e  as s e t  out i n  

E x h i b i t  E i n  t h o s e  p o r t i o n s  of t h e  Nuiqsut subsurface i n  e a c h  of 

t h e s e  Fully Conveyed Sections, r e t a i n i n g  to the S t a t e  a n  

u n d i v i d e d  i n t e r e s t  e q u a l  to t h e  a p p l i c a b l e  S t a t e  p e r c e n t a g e  set 

o u t  i n  E x h i b i t  E i n  t h o s e  p o r t i o n s  of t h e  Nuiqsut subsurface in  

e a c h  s e c t i o n .

(2) Sections That Become F u lly  Conveyed Sec tions  
A fte r  the Final E ffe c t iv e  Date. T h e r e  m a y  b e  s e c t i o n s  of Nuiqsut 

subsurface t h a t  a r e  n o t  Fully Conveyed Sections o n  the Final 

Effective Date o f  t h i s  S e t t l e m e n t  A g r e e m e n t .  W h e n  t h a t  d a t e  

o c c u r s ,  t h i s  S e t t l e m e n t  A g r e e m e n t  w i l l  a l s o  r e q u i r e  that, w h e n  a 

s e c t i o n  b e c o m e s  a  Fully Conveyed Section, t h e  S t a t e  s h a l l  c o n v e y  

to  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  to the a p p l i c a b l e  A S R C  

p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  E i n  a l l  p o r t i o n s  of t h e  Nuiqsut 

subsurface ( w i t h o u t  r e g a r d  t o  w h e t h e r  t h a t  Nuiqsut subsurface is 

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

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

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

v i r t u e  of a n y  f u t u r e  c h a n g e  i n  the b o u n d a r y ,  l o c a t i o n ,  o r  e x t e n t  

of  s u b m e r g e d  l a n d s  o r  u p l a n d s  in  t h a t  s e c t i o n .  T h e  S t a t e  w i l l  

e x e c u t e  a n d  d e l i v e r  to  A S R C  a  p a t e n t ,  as set o u t  i n  E x h i b i t  I, 

c o n v e y i n g  to A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  to t h e  a p p l i c a b l e  

A S R C  p e r c e n t a g e ,  as s e t  out i n  E x h i b i t  E, in t h o s e  p o r t i o n s  of 

the Nuiqsut subsurface n o  l a t e r  t h a n  t h i r t y  (30) d a y s  f o l l o w i n g  

t h e  d a t e  w h e n  t h a t  s e c t i o n  b e c o m e s  a F u l l y  C o n v e y e d  S e ction,
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r e t a i n i n g  to t h e  S t a t e  a n  u n d i v i d e d  i n t e r e s t  e q u a l  to the 

a p p l i c a b l e  S t a t e  p e r c e n t a g e ,  as s e t  out i n  E x h i b i t  E, in t h o s e  

p o r t i o n s  of t h e  Nuiqsut subsurface in  t h a t  s e ction; ho w e v e r ,  as 

to the Final Partial Section, if any, t h e  p a t e n t  s h a l l  not 

i n c l u d e  o r  d e s c r i b e  a n y  p o r t i o n  of the Final Partial Section th a t  

is n o t  i n c l u d e d  w i t h i n  the p o r t i o n  of t h a t  s e c t i o n  w h i c h  is 

d e e m e d  t o  b e  a  Fully Conveyed Section. T h e  a p p l i c a b l e  S t a t e  

p e r c e n t a g e  a n d  A S R C  p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  E s h a l l  n o t  b e  

c h a n g e d  a s  to t h e  p o r t i o n  of a n y  Final Partial Section i n c l u d e d  

i n  a Fully Conveyed Section b y  v i r t u e  of the e x c l u s i o n  of the 

r e m a i n d e r  of t h a t  Final Partial Section f r o m  the Nuiqsut 

subsurface.

3.3. Changes Relating to Submerged Lands.

N o  c h a n g e  i n  t h e  b o u n d a r y ,  l o c a t i o n ,  o r  e x t e n t  of 

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

s e c t i o n  o f  t h e  Nuiqsut subsurface o r  the Point Lay subsurface 

w i l l  alter, i n c r e a s e ,  o r  d i m i n i s h  t h e  p e r c e n t a g e  of the 

s u b s u r f a c e  o w n e d  b y  A S R C  o r  b y  t h e  State, r e s p e c t i v e l y ,  in  the 

Nuiqsut subsurface o r  the Point Lay subsurface i n  the l a n d  

a f f e c t e d  b y  s u c h  a c h a n g e  as  s e t  o u t  in  E x h i b i t s  E o r  F, as 

a p p l i c a b l e .

4. SUBSURFACE AGREEMENTS AFFECTING NUIQSUT SUBSURFACE AND POINT 
LAY SUBSURFACE; GRANT OF RIGHTS TO EXECUTIVE; RIGHTS AND 
DUTIES OF EXECUTIVE.

4.1. Grant of Executive Rights.

A S R C ,  on b e h a l f  of  i t s e l f  a n d  its s u c c e s s o r s  a n d  

assigns, h e r e b y  g r a n t s  a n d  c o n v e y s  t h e  Executive Rights to the 

S t a t e  as e x e c u t i v e  w i t h  r e s p e c t  to (i) t h e  u n d i v i d e d  i n t e r e s t s  in 

Point Lay subsurface a n d  Nuiqsut subsurface w h i c h  a r e  c o n v e y e d  b y  

the S t a t e  to A S R C  f r o m  t i m e  to t i m e  p u r s u a n t  to t h i s  S e t t l e m e n t  

A g r e e m e n t ,  e f f e c t i v e  as of t h e  e f f e c t i v e  d a t e  of the c o n v e y a n c e  

of t hose r e s p e c t i v e  i n t e r e s t s  to A S R C ,  a n d  (ii) the u n d i v i d e d  

i n t e r e s t s  i n  Nuiqsut subsurface r e t a i n e d  b y  A S R C  in F u l l y  

Conveyed Sections in w h i c h  A S R C  c o n v e y s  u n d i v i d e d  i n t e r e s t s  to 

the S t a t e  f r o m  t i m e  to t i m e  p u r s u a n t  to t h i s  S e t t l e m e n t
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A g r e e m e n t ,  e f f e c t i v e  as of the e f f e c t i v e  d a t e  o f  the c o n v e y a n c e  

of a n  u n d i v i d e d  i n t e r e s t  in the subsurface i n  t h o s e  r e s p e c t i v e  

Fully Conveyed Sections f r o m  A S R C  to t h e  S t a t e .

4.2. Standard of Performance.

(a) T h e  S t a t e  s h a l l  e x e r c i s e  t h e  Executive Rights 

g r a n t e d  h e r e i n  i n  c o m p l i a n c e  w i t h  the Limited Prudent Landowner 

Standard, as  d e f i n e d  herein, as t o  t h e  substantive terms and 

conditions o f  a l l  Subsurface Agreements a n d  Subsurface Agreement 

Solicitations to  b e  e x e c u t e d  or  i s s u e d  b y  t h e  S t a t e  as e x e c u t i v e  

p u r s u a n t  to t h i s  S e t t l e m e n t  A g r e e m e n t .  In  e x e r c i s i n g  s u c h  

Executive Rights, t h e  S t a t e  s h a l l  t r e a t  A S R C ' s  i n t e r e s t  i n  the 

s a m e  m a n n e r  a s  it t r e a t s  its o w n  i n t e r e s t  a n d  s h a l l  n o t  a c t  i n  a 

m a n n e r  i n t e n d e d  t o  b e n e f i t  i t s e l f  a t  t h e  e x p e n s e  of ASRC.

(b) N e i t h e r  the Limited Prudent Landowner Standard n o r  

a n y  o t h e r  p r o v i s i o n  of this S e t t l e m e n t  A g r e e m e n t  c r e a t e  a 

f i d u c i a r y  d u t y  o n  t h e  p a r t  of the State t o  A S R C .

4.3. Notice and Consultation; Resolution of Disputes.

(a) R i g h t  of A S R C  to R e v i e w  Subsurface Agreements a n d  

Subsurface Agreement Solicitations. A S R C  w i l l  h a v e  t h e  r i g h t  to 

h a v e  its r e p r e s e n t a t i v e s  r e v i e w  a n d  m a k e  c o m m e n t s  o r  s u g g e s t i o n s  

c o n c e r n i n g  p r o p o s e d  d r a f t s  of Subsurface Agreements a n d  

Subsurface Agreement Solicitations p r o p o s e d  to b e  r e c o m m e n d e d  b y  

the Director to, o r  e x e c u t e d  by, t h e  Commissioner (subject to 

l a w f u l  or, if n o t  r e q u i r e d  b y  law, r e a s o n a b l e  c o n f i d e n t i a l i t y  

r e q u i r e m e n t s ) , a n d  to o b s e r v e  a n y  o t h e r w i s e  p r i v a t e  n e g o t i a t i o n s  

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

Subsurface Agreements a n d  Subsurface Agreement Solicitations.

T h e  S t a t e  m a y  i n  its d i s c r e t i o n  i n c o r p o r a t e  A S R C ' s  c o m m e n t s .

(b) N o t i c e  of P r o p o s e d  A c t i o n  to A S R C :  C o n s u l t a t i o n . 

T h e  S t a t e  w i l l  c o n s u l t  in g o o d  f a i t h  w i t h  A S R C  b e f o r e  the S t a t e  

as e x e c u t i v e  i s s u e s  a n y  S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n .  If a 

S u b s u r f a c e  A g r e e m e n t  is not p r e c e d e d  b y  a S u b s u r f a c e  A g r e e m e n t  

S o l i c i t a t i o n ,  t h e  S t a t e  w i l l  c o n s u l t  in g o o d  f a i t h  w i t h  A S R C  

b e f o r e  e x e c u t i n g  t h a t  S u b s u r f a c e  A g r e e m e n t .  I n  e i t h e r  insta n c e ,  

c o n s u l t a t i o n  w i l l  o c c u r  p r i o r  to the D i r e c t o r ' s  r e c o m m e n d a t i o n  to
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the Commissioner, o r  in  the a b s e n c e  of a Director's 

r e c o m m e n d a t i o n ,  b e f o r e  i s s u a n c e  o r  e x e c u t i o n ,  as a p p r o p r i a t e ,  by 

the S t a t e  a s  e x e c u t i v e . T h e  S t a t e  m a y  i n  its d i s c r e t i o n  

i n c o r p o r a t e  A S R C ' s  c o m m e n t s .  A t  l e a s t  o n e  h u n d r e d  a n d  e i g h t y  

(180) d a y s  b e f o r e  e x e c u t i o n  o r  i s s u a n c e  of a Subsurface A g r e e m e n t  

o r  Subsurface Agreement Solicitation, the S t a t e  w i l l  d e l i v e r  to 

A S R C  a  written Proposed Action Notice d e s c r i b i n g  i n  a3 m u c h  

d e t a i l  as is r e a s o n a b l y  p o s s i b l e  t h e  l o c a t i o n  of  t h e  Nuiqsut 

subsurface o r  t h e  Point Lay subsurface i n v o l v e d ,  a n d  the n a t u r e  

(and, to t h e  e x t e n t  t h e n  k n o w n  b y  t h e  State, t h e  p r o p o s e d  terms) 

of t h e  p r o p o s e d  Subsurface Agreement o r  Subsurface Agreement 

Solicitation to b e  r e c o m m e n d e d  b y  t h e  Director o r  e x e c u t e d  o r  

i s s u e d  b y  t h e  Commissioner, as a p p l i c a b l e .

(c) Approval Agreements. A S R C  a n d  t h e  S t a t e  s h a l l  

e n d e a v o r  i n  g o o d  f a i t h  t o  a g r e e  in a w r i t t e n  Approval Agreement 

u p o n  t h e  substantive terms and conditions of a l l  p r o p o s e d  

Subsurface Agreements a n d  p r o p o s e d  Subsurface Agreement 

Solicitations w i t h  r e s p e c t  t o  w h i c h  a Proposed Action Notice is 

g i v e n  to A S R C .  If t h e  St a t e ,  w i t h i n  s i x  (6) m o n t h s  a f t e r  the 

e x e c u t i o n  of a n  Approval Agreement, e x e c u t e s  o r  i s s u e s  a 

Subsurface Agreemen t or Subsurface Agreement Solicitation 

c o n s i s t e n t  w i t h  t h e  substantive terms and conditions of the 

Approval Agreem ent, A S R C  s h a l l  n o t  t h e r e a f t e r  h a v e  a  r i g h t  to 

m a k e  a n y  c l a i m  a g a i n s t  t h e  S t a t e  b a s e d  o n  a n  a s s e r t i o n  t h a t  the 

e x e c u t i o n  o r  i s s u a n c e  o f  t h a t  Subsurface Agreement o r  Subsurface 

Agreement Solicitation f a i l e d  t o  c o m p l y  w i t h  t h e  s t a n d a r d  set 

f o r t h  in p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  a n d  A S R C  

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

i n  c o m p l i a n c e  w i t h  t h e  s t a n d a r d  set f o r t h  in  p a r a g r a p h  4.2(a) 

h e r e o f .

(d) F a i l u r e  to Acrree; Action Notice. U n l e s s  a n  

Approval Agreement w i t h  r e s p e c t  to a  Proposed Action N o t i c e  has 

a l r e a d y  b e e n  e x e c u t e d ,  the S t a t e  w i l l  g i v e  a w r i t t e n  Action 

Notice to A S R C  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 ,  no  

s o o n e r  t h a n  t w e n t y - f i v e  (25) d a / s  a f t e r  g i v i n g  t h e  Proposed
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Action Notice b u t  a t  l e a s t  f i f t e e n  (15) d a y s  before t h e  Director 

m a k e s  a r e c o m m e n d a t i o n  to t h e  Commissioner f o r  e x e c u t i o n  o r  

i s s u a n c e  of (or, i n  the a b s e n c e  of a r e c o m m e n d a t i o n  b y  the 

Director, b e f o r e  the e x e c u t i o n  o r  i s s u a n c e  b y  t h e  Commissioner 

of) a n y  Subsurface Agreement o r  Subsurface Agreement Solicitation 

r e f e r r e d  to in the Proposed Action Notice. T h e  Action Notice 

w i l l  describe the Nuiqsut subsurface or t he Point Lay subsurface 

i n v o l v e d  a n d  w i l l  s e t  f o r t h  i n  d e t a i l  the substantive terms and 

conditions of the p r o p o s e d  Subsurface Agreement o r  Subsurface 

Agreement Solicitation.

(e) P r o t e s t  N o t i c e ;  E f f e c t  of F a i l u r e  t o  P r o t e s t .

A S R C  may, w i t h i n  t e n  (10) d a y s  a f t e r  r e c e i p t  o f  a n  Action Notice, 

g i v e  a w r i t t e n  Protest Notice to t h e  S t a t e  b y  c e r t i f i e d  m ail, 

r e t u r n  r e c e i p t  r e q u e s t e d .  T h e  Protest Notice s h a l l  s t a t e  i n  

r e a s o n a b l e  d e t a i l  A S R C ' s  o b j e c t i o n s  to substantive terms and 

conditions of the p r o p o s e d  Subsurface Agreement o r  Subsurface 

Agreement Solicitation d e s c r i b e d  i n  the Action Notice, a n d  s h a l l  

r e q u e s t  t h a t  t h e  d i s p u t e  b e  r e f e r r e d  t o  a  Qualified Independent 

Consultant. If A S R C  d o e s  n o t  g i v e  a  Protest Notice t o  the State

w i t h i n  t e n  (10) d a y s  a f t e r  r e c e i p t  of a n  Action Notice, a n d  if

the State e x e c u t e s  o r  i s s u e s  a  Subsurface Agreement o r  Subsurface 

Agreement Solicitation c o n s i s t e n t  w i t h  t h e  Action Notice w i t h i n  

s i x  (6) m o n t h s  of A S R C ' s  r e c e i p t  of  t h e  Action Notice, A S R C  s h a l l  

n o t  t h e r e a f t e r  h a v e  a r i g h t  to m a k e  a n y  c l a i m  a g a i n s t  t h e  S t a t e  

b a s e d  o n  a n  a s s e r t i o n  t h a t  t h e  e x e c u t i o n  o r  i s s u a n c e  of  t h a t  

Subsurface Agreement o r  Subsurface Agreement Solicitation f a i l e d  

to c o m p l y  with t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4.2(a) o f  t h i s  

S e t t l e m e n t  A g r e e m e n t ,  a n d  A S R C  s h a l l  b e  h e l d  to  h a v e  a g r e e d  th a t  

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

s et f o r t h  i n  p a r a g r a p h  4.2(a) h e r e o f .

(f) R e f e r r a l  o f  P r o t e s t s  to Q u a l i f i e d  I n d e p e n d e n t  

C o n s u l t a n t . If A S R C  t i m e l y  g i v e s  a  Protest Notice w i t h  r e s p e c t

to a n  A c t i o n  N o t i c e ,  t h e  p r o t e s t  s h a l l  b e  r e f e r r e d  to  a  Q u a l i f i e d

I n d e p e n d e n t  C o n s u l t a n t  to b e  s e l e c t e d  b y  r a n d o m  d r a w i n g .  T h e  

r a n d o m  d r a w i n g  s h a l l  b e  e f f e c t e d  p r o m p t l y ,  a n d  i n  a n y  e v e n t
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w i t h i n  f i v e  (5) d a y s  a f t e r  d e l i v e r y  o f  the Protest Notice, a n d  

s h a l l  b e  c o n d u c t e d  in the p r e s e n c e  o f  r e p r e s e n t a t i v e s  of the 

S t a t e  a n d  ASRC. T h e  n a m e s  o f  a l l  t h e  Qualified Independent 

Consultants w h o  a r e  t h e n  m e m b e r s  of t h e  Consultant Group s h a l l  b e  

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

s h a l l  b e  d r a w n  at r a n d o m  f r o m  it to s e l e c t  t h e  Qualified 

Independent Consultant to w h o m  t h e  Protest Notice s h a l l  b e  

r e f e r r e d .  If the Qualified Independent Consultant so s e l e c t e d  is 

n o t  a v a i l a b l e  (or b e c o m e s  u n a v a i l a b l e  f o r  a n y  r e a s o n  a f t e r  

s e l e c t i o n  b u t  b e f o r e  r e n d e r i n g  a  Consultant Opinion), t h e n  the 

Protest Notice s h a l l  b e  a s s i g n e d  p r o m p t l y  to a n o t h e r  Qualified 

Independent Consultant s e l e c t e d  b y  r a n d o m  d r a w i n g  as d e s c r i b e d  

a b o v e ,  a n d  so  on, u n t i l  a Qualified Independent Consultant h a s  

b e e n  s e l e c t e d  w h o  r e n d e r s  a Consultant Opinion w i t h  r e s p e c t  to 

the Protest Notice.

(g) D e f e r r a l  of D e c i s i o n  P e n d i n g  C o n s u l t a n t  O p i n i o n .

If A S R C  t i m e l y  g i v e s  a Protest Notice w i t h  r e s p e c t  to a p r o p o s e d  

Subsurface Agreement o r  Subsurface Agreement Solicitation 

d e s c r i b e d  i n  a n  A c t i o n  Notice, t h e  S t a t e  w i l l  t a k e  n o  f u r t h e r  

a c t i o n  w i t h  r e s p e c t  to the s a m e  u n t i l  a  w r i t t e n  Consultant 

Opinion h a s  b e e n  i s s u e d  b y  a Qualified Independent Consultant to 

w h o m  t h e  Protest Notice has b e e n  r e f e r r e d .

(h) Q u a l i f i c a t i o n s ,  S e l e c t i o n .  R e m o v a l ,  a n d  
R e p l a c e m e n t  of Q u a l i f i e d  I n d e p e n d e n t  C o n s u l t a n t s .

(1) Establishm ent o f  C onsultant Grom. T h e

Consultant Group s h a l l  i n i t i a l l y  c o n s i s t  of a n d  i n c l u d e  t h e

f o l l o w i n g  s i x  (6) p e r s o n s ,  e a c h  of  w h o m  s h a l l  b e  a Q u a l i f i e d

I n d e p e n d e n t  C o n s u l t a n t :

C a s s  A r i e y  
3 1 0 8  W e n t w o r t h  
A n c h o r a g e ,  A l a s k a  9 9 5 0 8

H a r r y  J a m i s o n
P. 0. B o x  4666
S u n  River, O r e g o n  9 9 7 0 7
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M a r v  M a n g u s
10 4 5  Ea s t  2 7 t h  A v e n u e
A n c h o r a g e ,  A l a s k a  9 9 5 0 8

T o m  M a r s h a l l  
1 5 6 9  B i r c h w o o d  
A n c h o r a g e ,  A l a s k a  9 9 5 0 8

F r i t z  N a g e l
64 4 2  G e r o n i m o  C i r c l e
A n c h o r a g e ,  A l a s k a  9 9 5 0 4

T o m  W i l s o n
7 6 6  D o s  H e r m a n o s  R o a d
S a n t a  B a r b a r a ,  C a l i f o r n i a  9 3 1 1 1

(2) "Independent" D efined . A  p e r s o n  s h a l l  not b e  

d e e m e d  to b e  " i n d e p e n d e n t "  f r o m  the S t a t e  a n d  A S R C  if that p e r s o n  

is a n  e m p l o y e e ,  o f f i c e r ,  d i r e c t o r  o r  e l e c t e d  o f f i c i a l  of the 

S t a t e  o r  a n y  a g e n c y ,  b u r e a u ,  o r  d e p a r t m e n t  of  t h e  S t a t e  o r  of 

A S R C  o r  a n y  s u b s i d i a r y  of A S R C  o r  o t h e r  p e r s o n  c o n t r o l l e d  b y  A S R C  

o r  a s h a r e h o l d e r  of A S R C  o r  if th a t  p e r s o n  is e n g a g e d  as a n  

agent, c o n s u l t a n t ,  o r  i n d e p e n d e n t  c o n t r a c t o r  t o  p r o v i d e  s e r v i c e s  

to or p e r f o r m  s e r v i c e s  f o r  the S t a t e  o r  a n y  a g e n c y ,  b u r e a u  or  

d e p a r t m e n t  o f  t h e  S t a t e  o r  A S R C  o r  a n y  s u b s i d i a r y  of A S R C  o r  

o t h e r  p e r s o n  c o n t r o l l e d  b y  A S R C ;  h o w e v e r ,  t h e  e n g a g e m e n t  o f  a 

m e m b e r  of t h e  C o n s u l t a n t  G r o u p  to r e n d e r  a C o n s u l t a n t  O p i n i o n  

w i t h  r e f e r e n c e  t o  a d i s p u t e  b e t w e e n  A S R C  a n d  t h e  S t a t e  u n d e r  t h i s  

s u b s e c t i o n  4.3 s h a l l  n o t  c a u s e  that m e m b e r  t o  c e a s e  to be 

" i n d e p e n d e n t . "

(3) Removal o f  Q ua lified  Tndppprxdp.nt-. C onsultants. 
B y  w r i t t e n  a g r e e m e n t ,  the S t a t e  a n d  A S R C  can, a t  a n y  ti m e  o r  

times, r e m o v e  a n y  p e r s o n  f r o m  t h e  C o n s u l t a n t  G r o u p  a n d  s u b s t i t u t e  

a n o t h e r  p e r s o n  a s  a m e m b e r  of t h e  C o n s u l t a n t  Gr o u p .  Further, if 

at a n y  t i m e  a  m e m b e r  of t h e  C o n s u l t a n t  G r o u p  is n o t  i n d e p e n d e n t  

f r o m  b o t h  t h e  S t a t e  a n d  A SRC, t h e n  e i t h e r  t h e  S t a t e  o r  A S R C  s h a l l  

h a v e  the right, b y  g i v i n g  w r i t t e n  n o t i c e  to the other, to r e m o v e  

that m e m b e r  f r o m  t h e  C o n s u l t a n t  Group.

(4) R e p l a c e m e n t  o f  Q u a lified  Independent 
C onsultants. If at  a n y  t i m e  a n y  m e m b e r  of t h e  C o n s u l t a n t  G r o u p
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s h a l l  d e c l i n e  Co  s e r v e  a s  a m e m b e r  of che C o n s u l t a n t  Group, shall 

b e  r emoved, o r  s h a l l  r e s i g n  o r  o t h e r w i s e  b e c o m e  u n a v a i l a b l e  to 

s e r v e  as a m e m b e r  of the C o n s u l t a n t  Group, t h e n  u p o n  w r i t t e n  

r e q u e s t  g i v e n  b y  t h e  S t a t e  o r  A S R C  to t h e  other, the S t a t e  a n d  

A S R C  s h a l l  e n d e a v o r  to a g r e e  in w r i t i n g  u p o n  a r e p l a c e m e n t .  If 

agreement, is n o t  r e a c h e d  w i t h i n  f i f t e e n  (15) d a y s  a f t e r  d e l i v e r y  

of the r e q u e s t ,  t h e n  at  a n y  ti m e  t h e r e a f t e r ,  b e f o r e  a  r e p l a c e m e n t  

h a s  beer?, n a m e d  b y  a g r e e m e n t  of the S t a t e  a n d  A S RC, e i t h e r  the 

S t a t e  o r  A S R C  m a y  g i v e  w r i t t e n  n o t i c e  to t h e  r e m a i n i n g  m e m b e r s  of 

t he C o n s u l t a n t  G r o u p  a n d  r e q u i r e  t h a t  t h o s e  r e m a i n i n g  m e mbers, b y  

m a j o r i t y  v o t e ,  s e l e c t  a n d  n a m e  a r e p l a c e m e n t .  A n y  r e p l a c e m e n t  so 

n a m e d  s h a l l  be, as d e t e r m i n e d  in  t h e  g o o d  f a i t h  j u d g m e n t  of a 

m a j o r i t y  o f  t h e  r e m a i n i n g  m e m b e r s ,  i n d e p e n d e n t  f r o m  b o t h  the 

S t a t e  a n d  A S R C  a n d  q u a l i f i e d  b y  t r a i n i n g  a n d  e x p e r i e n c e  to r e n d e r  

o p i n i o n s  as to  w h e t h e r  a p r o p o s e d  Subsurface Agreement o r  

Subsurface Agreement Solicitation c o m p l i e s  w i t h  t h e  s t a n d a r d  set 

f o r t h  i n  p a r a g r a p h  4.2(a) of th i s  S e t t l e m e n t  A g r e e m e n t .  A t  a n y  

time, t h e  S t a t e  a n d  A S R C  may, b y  w r i t t e n  a g r e e m e n t ,  e i t h e r  

i n c r e a s e  o r  d e c r e a s e  t h e  n u m b e r  of m e m b e r s  of t h e  C o n s u l t a n t  

Group, i n  w h i c h  e v e n t  t h e  a g r e e m e n t  s h a l l  s p e c i f y ,  as a p p l i c a b l e ,  

the e x i s t i n g  m e m b e r  o r  m e m b e r s  to b e  r e m o v e d  f r o m  the C o n s u l t a n t  

Group o r  t h e  a d d i t i o n a l  p e r s o n s  to b e  a d d e d  to t h e  C o n s u l t a n t  

Group.

(5) C o n fid e n tia lity . T h e  S t a t e  a n d  A S R C  m a y  e a c h  

r e q u i r e  t h a t  a n y  Qualified Independent Consultant e x e c u t e  a 

c o n f i d e n t i a l i t y  a g r e e m e n t  a g r e e i n g  to o b s e r v e  r e a s o n a b l e  

c o n f i d e n t i a l i t y  r e s t r i c t i o n s  w i t h  r e s p e c t  t o  a n y  d a t a  or 

i n f o r m a t i o n  p r o v i d e d  b y  the S t a t e  o r  ASRC, r e s p e c t i v e l y ,  to the 

Qualified Independent Consultant, i n c l u d i n g  a n y  c o n f i d e n t i a l i t y  

r e s t r i c t i o n s  i m p o s e d  b y  l a w  w i t h  r e s p e c t  to d a t a  o r  i n f o r m a t i o n  

p r o v i d e d  b y  t h e  S t a t e .

(6) L ia b i l i ty  o f  C u a lified  Independent 
C onsultants. N o  Qualified Independent Consultant s h a l l  h a v e  a n y  

l i a b i l i t y  w h a t s o e v e r  to the S t a t e  o r  A S R C  f o r  a n  o p i n i o n  

e x p r e s s e d  i n  g o o d  f a i t h  i n  a Consultant Opinion, r e g a r d l e s s  of
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w h e t h e r  t h e  o p i n i o n  m a y  t h e r e a f t e r  b e  d e t e r m i n e d  to b e  c o r r e c t  or 

i n c o r r e c t .  N o  '-alified Independent Consultant s h a l l  be  r e n d e r e d  

i n e l i g i b l e  f o r  f u t u r e  e m p l o y m e n t  b y  e i t h e r  A S R C  o r  the S t a t e  b y  

r e a s o n  o f  s e r v i n g  as a Qualified Independent Consultant o r  

r e n d e r i n g  a  Consultant Opinion. A n y  Qualified Independent 

Consultant m a y  a c c e p t  e m p l o y m e n t  i n  a n y  m a t t e r  if t e n d e r e d  b y  the 

S t a t e  o r  A S R C ,  s u b j e c t  o n l y  to  the r i g h t  of t h e  S t a t e  o r  A S R C  to 

r e m o v e  t h a t  Qualified Independent Consultant f r o m  the Consultant 

Group p u r s u a n t  to s u b p a r a g r a p h  4 . 3 ( h ) (3) ab o v e .

(7) Payment o f  Q ua lified  Independent Consultant:' .<? 
Fees and Expenses. A S R C  s h a l l  p a y  t h e  r e a s o n a b l e  fe e s  a n d  

e x p e n s e s  of e a c h  Qualified Independent Consultant to w h o m  a 

Protest Notice is r e f e r r e d  f o r  r e n d i t i o n  of a  Consultant Opinion. 

If, h o w e v e r ,  the Consultant Opinion c o n c l u d e s  t h a t  t h e  e x e c u t i o n  

o r  i s s u a n c e  of t h e  p r o p o s e d  Subsurface Agreement o r  Subsurface 

Agreement Solicitation d e s c r i b e d  in t h e  S t a t e ' s  Action Notice 

w o u l d  n o t  b e  i n  c o m p l i a n c e  w i t h  the 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  4.2(a) of  th i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  s h a l l  

r e i m b u r s e  A S R C  f o r  the r e a s o n a b l e  fe e s  a n d  e x p e n s e s  of e a c h  

Qualified Independent Consultant to w h o m  t h a t  Protest Notice was 

r e f e r r e d .

(i) P r o c e d u r e s  B e f o r e  Q u a l i f i e d  I n d e p e n d e n t  

C o n s u l t a n t . A S R C  a n d  t h e  S t a t e  s h a l l  b e  e n t i t l e d  to p r o v i d e  a n y  

w r i t t e n  i n f o r m a t i o n  o r  m a t e r i a l s  t h e y  d e s i r e  a n d  to h a v e  t h e i r  

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

a n d  e x p e r t s  m a k e  o r a l  p r e s e n t a t i o n s  t o  t h e  Qualified I n d e p e n d e n t  

C o n s u l t a n t  to w h o m  a  Protest Notice is r e f e r r e d .  C o p i e s  of all 

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

w h a t e v e r  n a t u r e  p r e s e n t e d  t o  the Q u a l i f i e d  I n d e p e n d e n t  C o n s u l t a n t  

b y  e i t h e r  A S R C  o r  t h e  S t a t e  s h a l l  be  s e r v e d  o n  t h e  o t h e r  party. 

E i t h e r  t h e  S t a t e  o r  A S R C  m a y  i m p o s e  r e a s o n a b l e  c o n f i d e n t i a l i t y  

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

o t h e r  p a r t y .  T h e r e  w i l l  b e  n o  e x  parte c o m m u n i c a t i o n s  b y  the 

S t a t e  or A S R C  w i t h  the Q u a l i f i e d  I n d e p e n d e n t  C o n s u l t a n t .  T h e  

S t a t e  a n d  A S R C  s h a l l  e a c h  h a v e  t h e  r i g h t  to b e  p r e s e n t  w h e n  oral
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p r e s e n t a t i o n s  a r e  m a d e  to t h e  Qualified Independent Consultant, 

a n d  t h e s e  o r a l  p r e s e n t a t i o n s  s h a l l  b e  r e c o r d e d  b y  the Qualified 

Independent Consultant. S u b j e c t  t o  s u c h  c o n f i d e n t i a l i t y  

r e s t r i c t i o n s  as a r e  i m p o s e d  u n d e r  s u b p a r a g r a p h  4.3(h ) ( 5 )  above, 

t h e  Qualified Independent Consultant s h a l l  a l s o  h a v e  the r i g h t  to 

c o n s u l t  w i t h  o t h e r s  a n d  to m a k e  w h a t e v e r  o t h e r  i n v e s t i g a t i o n s  a n d  

i n q u i r i e s  as  t h e  Qualified Independent Consultant s e e s  f i t  t o  

a s s i s t  in  f o r m u l a t i n g  t h e  Consultant Opinion. T h e  Qualified 

Independent Consultant s h a l l  p r e s e r v e  a  c o m p l e t e  r e c o r d  of  a l l  

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

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

m a t e r i a l s  c o n s i d e r e d  b y  the Qualified Independent Consultant in 

f o r m u l a t i n g  the Consultant Opinion.

(j) C o n s u l t a n t  Opinion a n d  T i m e l i n e s s . E x c e p t  in 

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

Independent Consultant, n e i t h e r  t h e  S t a t e  n o r  A S R C  m a y  p r e s e n t  

i n f o r m a t i o n  to t h e  Qualified Independent Consultant a f t e r  d a y  

f i f t e e n  (15) f o l l o w i n g  t h e  d a y  t h e  Qualified Independent 

Consultant r e c e i v e s  r e f e r r a l  o f  t h e  Protest Notice p u r s u a n t  t o  

p a r a g r a p h  4 . 3 ( f ) .  A  Qualified Independent Consultant to w h o m  a 

Protest Notice is r e f e r r e d  s h a l l  d e l i v e r  a  w r i t t e n  Consultant 

Opinion to  t h e  S t a t e  a n d  A S R C  w i t h i n  t w e n t y  (20) d a y s  a f t e r  t h e  

d a t e  o n  w h i c h  t h e  Qualified Independent Consultant r e c e i v e s  

w r i t t e n  n o t i c e  f r o m  e i t h e r  A S R C  o r  t h e  S t a t e  of the r e f e r r a l  of 

the Protest Notice to  t h a t  Qualified Independent Consultant 

p u r s u a n t  t o  s u b p a r a g r a p h  4 . 3 ( f ) .  T h e  Consultant Opinion s h a l l  

e x p l a i n  w h e t h e r ,  i n  t h e  o p i n i o n  of the Qualified I n d e p e n d e n t  

Consultant, t h e  e x e c u t i o n  o r  i s s u a n c e  b y  t h e  State, a s  e x e c u t i v e ,  

of the p r o p o s e d  Subsurface Agreement o r  Subsurface Agreement 

Solicitation d e s c r i b e d  in the Action Notice w h i c h  is the s u b j e c t  

of A S R C ' s  P r o t e s t  Notica w o u l d  b e  in  c o m p l i a n c e  w i t h  the s t a n d a r d  

set f o r t h  i n  p a r a g r a p h  4.2(a) of th i s  S e t t l e m e n t  A g r e e m e n t .

(k) E f f e c t  of Consultant Opinion U p h o l d i n g  P r o p o s e d  

A c t i o n  b v  E x e c u t i v e . If a Consultant Opinion c o n c l u d e s  t h a t  t h e  

e x e c u t i o n  o r  i s s u a n c e  b y  the S t a t e  as e x e c u t i v e  o f  a p r o p o s e d

. .  — — —    '   — ------------
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S u b s u r f a c e  A g r e e m e n t  or S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  w o u l d  

b e  in c o m p l i a n c e  w i t h  the s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4.2(a) 

of this S e t t l e m e n t  A g r e e m e n t ,  a n d  t h e  S t a t e  w i t h i n  s i x  (6) m o n t h s  

t h e r e a f t e r  e x e c u t e s  o r  i s s u e s  a S u b s u r f a c e  A g r e e m e n t  or  

S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  c o n s i s t e n t  w i t h  the C o n s u l t a n t  

O pinion, t h e n  A S R C  s h a l l  n o t  t h e r e a f t e r  h a v e  a  r i g h t  to m a k e  a n y  

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

o r  i s s u a n c e  o f  t h a t  S u b s u r f a c e  A g r e e m e n t  or  S u b s u r f a c e  A g r e e m e n t  

S o l i c i t a t i o n  f a i l e d  to c o m p l y  w i t h  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  4.2(a) o f  this S e t t l e m e n t  A g r e e m e n t ,  a n d  A S R C  s h a l l  b e  

h e l d  to h a v e  a g r e e d  th a t  s u c h  e x e c u t i o n  o r  i s s u a n c e  w a s  in 

c o m p l i a n c e  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4.2(a) 

he r eof.

(1) E f f e c t  of C o n s u l t a n t  O p i n i o n  N o t  U p h o l d i n g  the 

E x e c u t i v e . If a C o n s u l t a n t  O p i n i o n  c o n c l u d e s  t h a t  the e x e c u t i o n  

o r  i s s u a n c e  b y  t h e  S t a t e  as e x e c u t i v e  of a p r o p o s e d  S u b s u r f a c e  

A g r e e m e n t  o r  S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  w o u l d  n o t  b e  in 

c o m p l i a n c e  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4.2(a) of 

th i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  s h a l l  n e v e r t h e l e s s  h a v e  t h e  

p o w e r  as e x e c u t i v e  to e x e c u t e  o r  i s s u e  t h a t  p r o p o s e d  S u b s u r f a c e  

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

b o t h  the S t a t e  a n d  A S R C  as o w n e r s  o f  t h e  N u i q s u t  s u b s u r f a c e  or  

the P o i n t  L a y  s u b s u r f a c e  i n v o l v e d ;  h o w e v e r ,  A S R C  s h a l l  h a v e  the 

right, s u b j e c t  t o  a n y  a p p l i c a b l e  s t a t u t e  of l i m i t a t i o n s ,  to 

i n s t i t u t e  s u i t  a g a i n s t  the S t a t e  in  a  s t a t e  s u p e r i o r  c o u r t  to 

r e c o v e r  a n y  d a m a g e s  t h a t  m a y  h a v e  b e e n  s u f f e r e d  b y  A S R C  as a  

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

c o n d i t i o n s  of  t h a t  S u b s u r f a c e  A g r e e m e n t  o r  S u b s u r f a c e  A g r e e m e n t  

S o l i c i t a t i o n  t o  w h i c h  A S R C  o b j e c t e d  i n  i t s  P r o t e s t  N o t i c e  to 

c o m p l y  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4.2(a) of this 

S e t t l e m e n t  A g r e e m e n t .  If a  s u i t  is filed, t h e  c o u r t  s h a l l  g i v e  

e f f e c t  to t h e  d e t e r m i n a t i o n  of t h e  Q u a l i f i e d  I n d e p e n d e n t  

C o n s u l t a n t  in  t h e  C o n s u l t a n t  O p i n i o n  t h a t  t h e  S t a t e ' s  a c t i o n  in 

e x e c u t i n g  o r  i s s u i n g  the S u b s u r f a c e  A g r e e m e n t  o r  S u b s u r f a c e  

A g r e e m e n t  S o l i c i t a t i o n  f a i l e d  to  c o m p l y  w i t h  the s t a n d a r d  set
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f o r t h  in p a r a g r a p h  4.2(a) of this S e t t l e m e n t  A g r e e m e n t ,  u n l e s s  

the c o u r t  d e t e r m i n e s ,  b a s e d  s o l e l y  o n  a  r e v i e w  b y  the c o u r t  of 

the r e c o r d  c o m p i l e d  b y  the Q u a l i f i e d  I n d e p e n d e n t  C o n s u l t a n t  as 

r e q u i r e d  in p a r a g r a p h  4 . 3 (i) ( r a ther t h a n  i n  a de novo trial of 

the i s s u e ) , t h a t  the d e c i s i o n  of t h e  Q u a l i f i e d  I n d e p e n d e n t  

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

or  c o n t r a r y  t o  a p p l i c a b l e  law. If t h e  s t a t e  s u p e r i o r  c o u r t  

s u s t a i n s  the C o n s u l t a n t  O p i n i o n  of t h e  Q u a l i f i e d  I n d e p e n d e n t  

C o n s u l t a n t ,  it s h a l l  p r o c e e d  to d e t e r m i n e  (in a d e  novo t r ial o f  

the issue) t h e  a m o u n t  of t h e  d a m a g e s ,  if any, t h a t  h a v e  b e e n  

s u f f e r e d  b y  A S R C  as  a r e s u l t  of the f a i l u r e  of a n y  of the 

s u b s t a n t i v e  t e r m s  a n d  c o n d i t i o n s  of t h e  S u b s u r f a c e  A g r e e m e n t  o r  

S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  to w h i c h  A S R C  o b j e c t e d  in  its 

P r o t e s t  N o t i c e  to  c o m p l y  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  

4.2(a) o f  t h i s  S e t t l e m e n t  A g r e e m e n t .

(m) U n a u t h o r i z e d  A c t i o n  b v  E x e c u t i v e . If t h e  

e x e c u t i o n  o r  i s s u a n c e  b y  t h e  S t a t e  a s  e x e c u t i v e  o f  a S u b s u r f a c e  

A g r e e m e n t  o r  S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  is a n  U n a u t h o r i z e d  

A c t i o n  a s  d e f i n e d  i n  s u b s e c t i o n  1 1 . 3 0  of  t h i s  S e t t l e m e n t  

A g r e e m e n t ,  t h e n  A S R C  s h a l l  h a v e  the r i g h t ,  s u b j e c t  to a n y  

a p p l i c a b l e  s t a t u t e  of l i m i t a t i o n s ,  t o  i n s t i t u t e  s u i t  a g a i n s t  t h e  

S t a t e  in a  s t a t e  s u p e r i o r  court; and, if A S R C  s h a l l  e s t a b l i s h  i n  

that su i t  (in a  de novo t r i a l  of  t h e  issue) t h a t  s u b s t a n t i v e  

t e rms a n d  c o n d i t i o n s  o f  t h a t  S u b s u r f a c e .A g r e e m e n t  o r  S u b s u r f a c e  

A g r e e m e n t  S o l i c i t a t i o n  d i d  n o t  c o m p l y  w i t h  t h e  s t a n d a r d  set f o r t h  

in p a r a g r a p h  4 . 2 ( a )  of th i s  S e t t l e m e n t  A g r e e m e n t ,  A S R C  s h a l l  h a v e  

the r i g h t  to r e c o v e r  a n y  d a m a g e s  t h a t  w e r e  s u f f e r e d  b y  it as a 

r e s u l t  of s u c h  f a i l u r e  of t h e  S t a t e  t o  c o m p l y  w i t h  the s t a n d a r d  

set f o r t h  i n  p a r a g r a p h  4.2(a) of t h i s  S e t t l e m e n t  A g r e e m e n t .  A  

suit b y  A S R C  u n d e r  t h i s  p a r a g r a p h  s h a l l  n o t  a f f e c t  the r i g h t s  of 

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

has b e e n  e x e c u t e d  b y  the S t a t e  i n  e x e r c i s e  of the E x e c u t i v e  

R i g h t s  g r a n t e d  i n  th i s  S e t t l e m e n t  A g r e e m e n t .  T h e  f a c t  that 

e x e c u t i o n  o r  i s s u a n c e  b y  the S t a t e  a s  e x e c u t i v e  of a S u b s u r f a c e  

A g r e e m e n t  o r  S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  is a n  U n a u t h o r i z e d
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Action a s  d e f i n e d  in s u b s e c t i o n  1 1 .30 of t h i s  S e t t l e m e n t  

A g r e e m e n t  s h a l l  n o t  i n v a l i d a t e  a n y  Subsurface Agreement e x e c u t e d  

b y  the S t a t e  as e x e c u t i v e  in e x e r c i s e  of the Executive Rights 

g r a n t e d  i n  t h i s  S e t t l e m e n t  A g r e e m e n t .

4.4. Subsurface Agreements to Be in Writing.

A n y  Subsurface Agreement a f f e c t i n g  t h e  Nuiqsut 

subsurface o r  t h e  Point Lay subsurface w h i c h  t h e  S t a t e  e x e c u t e s  

as e x e c u t i v e  w i l l  b e  v o i d  a n d  u n e n f o r c e a b l e  u n l e s s  in w r i t i n g .

T h e  S t a t e  s h a l l  d e l i v e r  a c o p y  of it to A S R C  w i t h i n  t e n  (10) days 

of its e x e c u t i o n .

4.5. Effect of Confidentiality Provisions in Subsurface 
Agreements.

I n  a c c e p t i n g  d e l i v e r y  of a c o p y  of a  Subsurface 

Agreement, A S R C  a g r e e s  to b e  b o u n d  b y  w h a t e v e r  l a w f u l  or, if not 

r e q u i r e d  b y  law, r e a s o n a b l e  r e q u i r e m e n t s  of  c o n f i d e n t i a l i t y  e x i s t  

i n  t h e  Subsurface Agreement b e t w e e n  t h e  S t a t e  a n d  t h e  t h i r d  

pa r t y ;  h o w e v e r ,  n o  c o n f i d e n t i a l i t y  a g r e e m e n t  s h a l l  p r o h i b i t  A S R C  

f r o m  i n t r o d u c i n g  i n  e v i d e n c e  w h a t e v e r  i n f o r m a t i o n  c o n c e r n i n g  the 

Subsurface Agreement t h a t  m a y  b e  n e c e s s a r y  o r  a p p r o p r i a t e  to 

p r o v e  the n a t u r e  o f  the a c t i o n  t a k e n  b y  t h e  S t a t e  in  a s u i t  f i l e d  

b y  A S R C  w h i c h  is a u t h o r i z e d  u n d e r  the p r o v i s i o n s  of p a r a g r a p h  

4.3(1) or  4.3 (m) .

4.6. Powers of Executive Following Execution and Delivery 
of Subsurface Agreement.

A f t e r  e x e c u t i o n  a n d  d e l i v e r y  of a  Subsurface A g r e e m e n t  

b y  t h e  State, e x c e p t  o n l y  as s p e c i f i c a l l y  p r o v i d e d  i n  s u b s e c t i o n  

5.2 below, t h e  S t a t e  s h a l l  h a v e  n o  right, p o w e r  o r  d u t y  a s  

e x e c u t i v e  t o  n e g o t i a t e  o r  e x e c u t e  a n y  a m e n d m e n t  o r  c h a n g e  of o r  

w i t h  r e s p e c t  to t h a t  Subsurface A g r e e m e n t  i n s o f a r  as to t h e  

i n t e r e s t s  o f  A S R C  i n  the subsurface c o v e r e d  or  a f f e c t e d  b y  that 

Subsurface A g r e e m e n t .  R a t h e r ,  s u b j e c t  o n l y  to s u b s e c t i o n  5.2 

below, A S R C  s h a l l  h a v e  s o l e  r e s p o n s i b i l i t y  f o r  a n d  the r i g h t  a n d  

p o w e r  to n e g o t i a t e  a n d  e x e c u t e  a n y  a m e n d m e n t  or  s u p p l e m e n t  of or 

w i t h  r e s p e c t  to t h a t  Subsurface A g r e e m e n t  i n s o f a r  o n l y  as to the 

i n t e r e s t s  of A S R C  i n  t h e  subsurface c o v e r e d  o r  a f f e c t e d  b y  that
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to® Subsurface Agreement; a n d  the S t a t e  s h a l l  h a v e  s o l e

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

e x e c u t e  a n y  a m e n d m e n t  or  s u p p l e m e n t  of o r  w i t h  r e s p e c t  to that 

Subsurface Agreement i n s o f a r  o n l y  a s  to the i n t e r e s t s  of the 

S t a t e  in t h e  subsurface c o v e r e d  o r  a f f e c t e d  b y  t h a t  Subsurface 

Agreement.

4.7. Direct Payment of Subsurface Revenues.

| H  W i t h o u t  the p r i o r  w r i t t e n  c o n s e n t  of  A S RC, t h e  S t a t e

w i l l  n o t  a c c e p t  p a y m e n t  o r  d e l i v e r y  of a n y  subsurface revenues 

p a i d  o r  p a y a b l e  f o r  o r  b e c o m i n g  d u e  u n d e r  a n y  Subsurface 

Agreement n e g o t i a t e d  o r  e x e c u t e d  b y  the S t a t e  in  e x e r c i s e  of its 

Executive Rights h e r e u n d e r  if t h e  subsurface revenue is 

a t t r i b u t a b l e  to  t h e  A S R C  p e r c e n t a g e  i n t e r e s t  in  t h e  Nuiqsut 

subsurface o r  t h e  Point Lay subsurface. T h e  S t a t e  s h a l l  i n c l u d e  

i n  e a c h  Subsurface Agreement t h e  r e q u i r e m e n t  th a t  a l l  subsurface 

revenues a t t r i b u t a b l e  to t h e  ASRC p e r c e n t a g e  i n t e r e s t  b e  p a i d  

||| d i r e c t l y  t o  ASRC a s  p r o v i d e d  f o r  i n  s u b s e c t i o n  5.1, u n l e s s  ASRC

** g i v e s  o t h e r  w r i t t e n  d i r e c t i o n s  a s  t o  p a y m e n t .  If e i t h e r  t h e

S t a t e  o r  A S R C  r e c e i v e s  subsurface revenues a t t r i b u t a b l e  to the 

i n t e r e s t  o f  t h e  other, t h o s e  subsurface revenues s h a l l  b e  h e l d  in 

t r u s t  a n d  p r o m p t l y  p a i d  o v e r  o r  d e l i v e r e d  to t h e  p r o p e r  pa r t y .

A n  'inception t o  t h e  d i r e c t  p a y m e n t  r e q u i r e m e n t  of t h i s  s u b s e c t i o n  

^  m a y  b e  m a d e  f o r  b i d  d e p o s i t s  as  s e t  f o r t h  i n  s u b s e c t i o n  5.1.

_ji 4.8* No Duty of State to Conduct Operations.
•t $

Jil T h e  S t a t e  s h a l l  h a v e  n o  d u t y  to A S R C  to c o n d u c t  o r

: i v| p e r f o r m  g e o l o g i c a l  o r  g e o p h y s i c a l  s t u d i e s  o r  s u r v e y s  o r  to

rf c o n d u c t ,  p e r f o r m ,  o r  s u p e r v i s e  e x p l o r a t i o n ,  t e s t i n g ,  d r i l l i n g ,

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

o n  o r  w i t h  r e s p e c t  to a n y  p o r t i o n  of the N u i q s u t  s u b s u r f a c e  or 

n |  t h e  Point Lay subsurface. The parties i n t e n d  t h a t  t h e  S t a t e

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

i s s u i n g  Subsurface Agreement Solicitations a n d  b y  e n t e r i n g  in t o  

Subsurface Agreements w i t h  t h i r d  p a r t i e s  a n d  s h a l l  n o t  be 

o b l i g a t e d  to u n d e r t a k e  e x p l o r a t i o n ,  d e v e l o p m e n t ,  p r o d u c t i o n ,  or  

g g  m a r k e t i n g  d i r e c t l y  o r  f o r  t h e  a c c o u n t  of A S RC.

v

1
i
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4.9. Separate Rights o£ ASRC and State to Enforce
Subsurface Agreements and to Protect Subsurface
I n t e r e s t s .

T h e  S t a t e  s h a l l  h a v e  n o  right, a u t h o r i t y ,  power, 

o b l i g a t i o n ,  o r  d u t y  to A S R C  to  e n f o r c e  t h e  t e r m i n a t i o n  p r o v i s i o n s  

c o n c e r n i n g  a n  A S R C  i n t e r e s t ,  o r  t h e  o b l i g a t i o n s ,  duti e s ,  o r  

c o v e n a n t s  o f  a n y  t h i r d  p a r t y  c o n c e r n i n g  a n  A S R C  i n t e r e s t  u n d e r  o r  

i n  c o n n e c t i o n  w i t h  a n y  Subsurface Agreement a u t h o r i z e d  h e r e i n  a n d  

s h a l l  h a v e  n o  l i a b i l i t y  as e x e c u t i v e  to A S R C  f o r  f a i l u r e  o r  

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

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

o n l y  t o  its u n d i v i d e d  i n t e r e s t s ,  a f t e r  e x e c u t i o n  of a n y  

Subsurface Agreement a u t h o r i z e d  h e r e i n ,  A S R C  s h a l l  h a v e  t h e  r i g h t  

a n d  r e s p o n s i b i l i t y  i n  its o w n  d i s c r e t i o n  t o  e n f o r c e  d i r e c t l y  a n y  

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

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

Subsurface Agreement w i t h  r e s p e c t  o n l y  to A S R C ' s  i n t e r e s t s ,  

s u b j e c t  o n l y  to t h e  p r o v i s i o n s  of s u b s e c t i o n  5.2 (if a p p l i c a b l e ) ;  

a n d  ( l i k e w i s e  s u b j e c t  t o  t h e  p r o v i s i o n s  of s u b s e c t i o n  5.2, if 

a p p l i c a b l e )  the S t a t e  s h a l l  h a v e  l i k e  r i g h t s  a n d  r e s p o n s i b i l i t i e s  

a c t i n g  s o l e l y  i n  i t s  o w n  b e h a l f  as o w n e r  of its u n d i v i d e d  

i n t e r e s t s .  In  a n y  i n s t a n c e  w h e r e  t h e r e  is a p o t e n t i a l  d r a i n a g e  

of oil o r  g a s  f r o m  t h e  Nuiqsut subsurface o r  the Point Lay 

subsurface t h a t  m a y  a f f e c t  t h e  r i g h t s  of  A S R C  o r  the S t a t e  in 

th a t  subsurface, t h e  State, a c t i n g  i n  i t s  o w n  b e h a l f  a n d  w i t h  

r e s p e c t  to its i n t e r e s t s  i n  t h a t  subsurface, s h a l l  h a v e  t h e  r i g h t  

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

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

Agreement o r  b y  p e t i t i o n i n g  t h e  A l a s k a  O i l  a n d  G a s  C o n s e r v a t i o n  

C o m m i s s i o n  u n d e r  A S  3 1 . 0 5  a n d  20 A A C  25 (or a n y  o t h e r  a p p l i c a b l e  

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

e n a c t e d ) . L i k e w i s e ,  A S RC, a c t i n g  in  its o w n  b e h a l f  a n d  w i t h  

r e s p e c t  to its i n t e r e s t s  in t h e  subsurface, s h a l l  h a v e  t h e  

i n d e p e n d e n t  r i g h t  to s e e k  to p r e v e n t  s u c h  d r a i n a g e  b y  c a u s i n g  

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

$
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a p p l i c a b l e  Subsurface Agreement o r  b y  p e t i t i o n i n g  the A l a s k a  Oil 

a n d  Gas C o n s e r v a t i o n  C o m m i s s i o n  f o r  such p r o t e c t i o n  a n d  o r d e r s  as 

m a y  be  i s s u e d  u n d e r  A S  3 1.05 a n d  a s s o c i a t e d  r e g u l a t i o n s  (or a n y  

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

h e r e a f t e r  e n a c t e d ) .

4.10. Interests Included in Lease.

A n y  l e a s e  o r  o t h e r  Subsurface Agreement a u t h o r i z e d  

h e r e b y  may, a s  d e t e r m i n e d  b y  t h e  S t a t e :

(a) c o v e r  o i l  only, gas o n ly, o r  a n y  o t h e r  m i n e r a l  
( l i m i t e d  to m i n e r a l s  i n c l u d e d  i n  t h e  subsurface) only, or  
a n y  t w o  o r  m o r e  of t h e s e  s u b s t a n c e s ,

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

(c) c o v e r  o n e  o r  m o r e  a r e a s  of  d i f f e r i n g  sizes, a n d

(d) c o v e r  a r e a s  th a t  a r e  n o t  c o n t i g u o u s ,  b u t  s u b j e c t  
to s u b s e c t i o n  4 . 1 4  below.

4.11. Kuukpik Corporation Consents.

(a) T h e  S t a t e  s h a l l  e n d e a v o r  to  o b t a i n  a n y  c o n s e n t s  

r e q u i r e d  u n d e r  t h e  Kuukpik Agreement t h a t  a r e  n e c e s s a r y  f o r  the 

e x p l o r a t i o n  a n d  d e v e l o p m e n t  of the subsurface a n d  p r o d u c t i o n  of 

oil, gas, o r  o t h e r  m i n e r a l s  p u r s u a n t  t o  a n y  Subsurface A g r e e m e n t  

e x e c u t e d  b y  t h e  S t a t e  as  e x e c u t i v e ,  if, a n d  to t h e  e x t e n t  that 

the Kuukpik Agreement is valid, e n f o r c e a b l e ,  a n d  a p p l i c a b l e ;  a n d • 

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

u n d e r  s e c t i o n  14(f) o f  ANCSA, if a p p l i c a b l e .  A S R C  w i l l  l i k e w i s e  

e x e r c i s e  its b e s t  e f f o r t s  to o b t a i n  K u u k p i k  C o r p o r a t i o n ' s  

consent, if i t s  c o n s e n t  is n e c e s s a r y ;  b u t  A S R C  s h a l l  n o t  b e  

l i a b l e  o r  r e s p o n s i b l e  to the S t a t e  f o r  f a i l u r e  o r  i n a b i l i t y  to 

o b t a i n  th i s  c o n s e n t ,  a n d  s hall h a v e  n o  o b l i g a t i o n  to p a y  o r  a g r e e  

to p a y  a n y  c o n s i d e r a t i o n  to o b t a i n  t h i s  c o n s e n t .  L i k e w i s e ,  the 

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

r e q u i r e d  c o n s e n t  o r  b e  l i a b l e  to  A S R C  f o r  a n y  d i m i n u t i o n  in v a l u e  

of a n y  of A S R C ' s  u n d i v i d e d  i n t e r e s t  i n  t h e  Nuiqsut s u b s u r f a c e  d u e  

to *• e S t a t e ' s  f a i l u r e  o r  i n a b i l i t y  to o b t a i n  a  r e q u i s i t e  

cor. nt; n o r  s h a l l  a  f a i l u r e  to d o  so  b e  d e e m e d  n o t  to c o m p l y
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w i t h  the 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  4.2(a) o f  th i s  

S e t t l e m e n t  A g r e e m e n t .  N o r  s h a l l  the S t a t e  b e  r e q u i r e d  to lease 

o r  c o n t r a c t  w i t h  r e s p e c t  to a l l  o r  p a r t  of  a n y  s e c t i o n  of la n d  

that i n c l u d e s  subsurface f o r  w h i c h  c o n s e n t  w a s  l a w f u l l y  r e q u i r e d  

but c o u l d  not b e  o b t a i n e d  b y  the S t a t e  in a c c o r d a n c e  w i t h  this 

S e t t l e m e n t  A g r e e m e n t .  T h e  S t a t e  s h a l l  n o t  h a v e  t h e  r i g h t  o r  

p o w e r  to c o m m i t  A S R C  to  p a y  a n y  c o n s i d e r a t i o n  t o  K u u k p i k  

C o r p o r a t i o n  f o r  a n y  c o n s e n t  r e q u i r e d  o r  a s s e r t e d  t o  be r e q u i r e d  

u n d e r  the Kuukpik Agreement o r  u n d e r  s e c t i o n  14(f) of ANCSA o r  to 

g r a n t  o r  a s s i g n  o r  c o m m i t  A S R C  to g r a n t  o r  a s s i g n  t o  K u u k p i k  

C o r p o r a t i o n  a n y  i n t e r e s t  in A S R C ' s  i n t e r e s t s  i n  Nuiqsut 

subsurface o r  Point Lay subsurface o r  a n y  subsurface revenues 

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

i n d u c e  K u u k p i k  C o r p o r a t i o n  to  g r a n t  a n y  c o n s e n t  r e q u i r e d  or  

a s s e r t e d  to b e  r e q u i r e d  u n d e r  t h e  Kuukpik Agreement o r  u n d e r  

s e c t i o n  14(f) of  ANCSA w i t h o u t  A S R C ' s  p r i o r  w r i t t e n  c o n s e n t .  

S u b j e c t  to p a r a g r a p h  4 . 1 1 ( b ) ,  n o t h i n g  in t h i s  S e t t l e m e n t  

A g r e e m e n t  is i n t e n d e d  o r  s h a l l  b e  c o n s t r u e d  as a n  a c k n o w l e d g m e n t  

o r  a g r e e m e n t  t h a t  t h e  c o n s e n t  of K u u k p i k  C o r p o r a t i o n  is r e q u i r e d  

f o r  a n y  p a r t i c u l a r  a c t i v i t y .

(b) E a c h  of A S R C  a n d  t h e  S t a t e  c o v e n a n t s  a n d  a g r e e s  

that u n l e s s  K u u k p i k  C o r p o r a t i o n  o r  a n y  a u t h o r i z e d  r e p r e s e n t a t i v e  

of K u u k p i k  C o r p o r a t i o n  (i) c o n t e s t s  o r  a t t a c k s  t h e  v a l i d i t y  o r  

l e g a l i t y  o f  th i s  S e t t l e m e n t  A g r e e m e n t  or. o f  t h e  l a w  a p p r o v i n g  

this S e t t l e m e n t  A g r e e m e n t  r e f e r r e d  to in s e c t i o n  1 h e r e o f ,  o r

(ii) o p p o s e s  t h e  a d o p t i o n  b y  t h e  L e g i s l a t u r e  o r  the a p p r o v a l  b y  

the G o v e r n o r  of the b i l l  a p p r o v i n g  th i s  S e t t l e m e n t  A g r e e m e n t  

r e f e r r e d  t o  in s e c t i o n  1 h e r eof, t h e n  n e i t h e r  A S R C  n o r  t h e  S t a t e  

s h all at  a n y  t i m e  q u e s t i o n ,  deny, o r  c o n t e s t  t h e  v a l i d i t y  o r  

l e g a l i t y  o f  a n y  t e r m  o r  p r o v i s i o n  of t h e  Kuukpik Agreement 

i n s o f a r  as to a n y  p o r t i o n  of the Nuiqsut svibsurface t h e r e i n  

p r o v i d e d  to  b e  c o v e r e d  o r  a f f e c t e d  thereby. H o w e v e r ,  n o t h i n g  in 

this p a r a g r a p h  is i n t e n d e d  or  s h a l l  be  c o n s t r u e d  to l i m i t  o r  in 

a n y w i s e  a f f e c t  the r i g h t  of A S R C  a n d  t h e  S t a t e ,  a n d  e i t h e r  of 

them, to a s s e r t  a n d  m a i n t a i n  a n y  p o s i t i o n  a s  to t h e  a p p r o p r i a t e
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a n d  i n t e n d e d  m e a n i n g ,  i n t e r p r e t a t i o n ,  c o n s t r u c t i o n ,  or  e f f e c t  of 

a n y  t e r n  o r  p r o v i s i o n  of the Kuukpik Agreement.

4.12. Designated Party for Notices.

In the e v e n t  th a t  A S R C  c o n v e y s  o r  a s s i g n s  a n y  of its 

u n d i v i d e d  i n t e r e s t  in t h e  Nuiqsut subsurface o r  t h e  P o i n t  L a y  

subsurface to o n e  o r  m o r e  t h i r d  p a r t i e s  u n d e r  s u b s e c t i o n  7.3 of 

this S e t t l e m e n t  A g r e e m e n t ,  A S R C  a n d  the o n e  o r  m o r e  t h i r d  p a r t i e s  

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

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

n o t i c e s ,  a g r e e m e n t s ,  a n d  p r o t e s t s  u n d e r  s u b s e c t i o n  4.3 h e r eof; in 

t h e  a b s e n c e  o f  a d e s i g n a t i o n  t h e  S t a t e  s h a l l  b e  e n t i t l e d  to 

d e l i v e r  a n d  r e c e i v e  c o m m u n i c a t i o n s  s o l e l y  w i t h  A S R C  as the 

d e s i g n a t e d  p a r t y  t o  r e c e i v e  n o t i c e s .  In n o  e v e n t  w i l l  the S t a t e  

b e  r e q u i r e d  t o  c o m m u n i c a t e  b o t h  w i t h  A S R C  a n d  w i t h  o t h e r  p a r t i e s  

u n d e r  this S e t t l e m e n t  A g r e e m e n t .  N o t i c e s ,  a g r e e m e n t s ,  o r  

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

n o t i c e s ,  a g r e e m e n t s ,  a n d  p r o t e s t s  to a n d  f r o m  A S R C  a n d  the t h i r d  

p a r t i e s .

4.13. Waiver of Partition.

B o t h  A S R C  a n d  t h e  S t a t e  a r e  c o - o w n e r s  of the Nuiqsut 

subsurface a n d  the Point Lay subsurface a n d  r e c o g n i z e  t h a t  

c i r c u m s t a n c e s  m a y  a r i s e  u n d e r  s u b s e c t i o n  6.1 o r  p a r a g r a p h  7.3(a) 

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

e x e c u t e  Subsurface Agreements c o v e r i n g  t h e i r  u n d i v i d e d  i n t e r e s t  

o n l y  i n  p o r t i o n s  of the subsurface, a n d  it is n o t  i n  the i n t e r e s t  

of  the parties t h a t  t h e i r  u n d i v i d e d  i n t e r e s t s  b e  s u b j e c t  at a n y  

t i m e  t o  c o m p u l s o r y  o r  i n v o l u n t a r y  p a r t i t i o n .  T h e r e f o r e ,  the 

parties e x p r e s s l y  w a i v e  a n y  r i g h t  to s e e k  p a r t i t i o n ,  a n d  a g r e e  

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

c i r c u m s t a n c e  w i t h  r e g a r d  to th i s  S e t t l e m e n t  A g r e e m e n t  o r  the 

Nuiqsut subsurface o r  t h e  Point Lay subsurface o r  a n y  p a r t  of or 

i n t e r e s t  in  it.

1 9 9 1  S e t t l e m e n t  A g r e e m e n t
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4.14. N o  O u t s i d e  A c r e a g e  I n  L e a s e s :  N o  C o m m u n i t l z e d  L e a s e s .

T h e  S t a t e  as e x e c u t i v e  s h a l l  n o t  h a v e  the right, power, 

o r  o b l i g a t i o n  to g r a n t  a n y  oil, gas, o r  m i n e r a l  l e a s e  o r  o t h e r  

S u b s u r f a c e  A g r e e m e n t  c o v e r i n g  a n y  p a r t  of A S R C ' s  i n t e r e s t  i n  the 

N u i q s u t  s u b s u r f a c e  o r  P o i n t  L a y  s u b s u r f a c e  a n d  a d d i t i o n a l l y  

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

n o t  i n c l u d e d  i n  the N u i q s u t  s u b s u r f a c e  o r  in t h e  P o i n t  L a y  

s u b s u r f a c e ,  as a p p l i c a b l e .  F u r t h e r ,  t h e  i n c l u s i o n  i n  o n e  l e a s e  

o r  S u b s u r f a c e  A g r e e m e n t  of i n t e r e s t s  i n  t w o  o r  m o r e  s e c t i o n s  of 

N u i q s u t  s u b s u r f a c e  o r  P o i n t  L a y  s u b s u r f a c e  i n  w h i c h  the S t a t e  a n d  

A S R C  h a v e  v a r y i n g  u n d i v i d e d  p e r c e n t a g e  i n t e r e s t s  s h a l l  n o t  r e s u l t  

i n  cornmunitizing or  p o o l i n g  t h e  i n t e r e s t s  of t h e  S t a t e  a n d  A S R C  

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

f r o m  o r  a t t r i b u t a b l e  to s u c h  r e s p e c t i v e  s e c t i o n s  of N u i q s u t  

s u b s u r f a c e  o r  P o i n t  L a y  s u b s u r f a c e .  N o t w i t h s t a n d i n g  S e c t i o n  

1 4 (g) o f  A N C S A ,  f r o m  a n d  a f t e r  t h e  F i n a l  E f f e c t i v e  D a t e  o f  t h i s  

S e t t l e m e n t  A g r e e m e n t ,  the r o y a l t y  p a y a b l e  u n d e r  a n y  oil a n d  g a s  

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

b e f o r e  t h a t  d a t e  s h a l l  n o t  b e  p o o l e d  o r  c o m m u n i t i z e d .  O i l  o r  gas 

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

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

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

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

s e c t i o n  o r  p a r t  of a  s e c t i o n  c o v e r e d  b y  t h a t  lease. T h e  o i l  a n d  

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

s e c t i o n  o r  p a r t  of a s e c t i o n  o f  t h e  l a n d  t h a t  m a y  b e  con'

t h a t  l e a s e .  Thus, f o r  e x a m p l e ,  a n y  o i l  o r  gas p r o d u c e d  a. s. j

F i n a l  E f f e c t i v e  D a t e  of t h i s  S e t t l e m e n t  A g r e e m e n t  f r o m  a s e c t i o n  

o f  N u i q s u t  s u b s u r f a c e  i n  w h i c h  the S t a t e  a n d  A S R C  t h e n  o w n  

u n d i v i d e d  i n t e r e s t s  in  the s u b s u r f a c e  a s  set o u t  in E x h i b i t  E 

s h a l l  b e  o w n e d  b y  the S t a t e  a n d  A S R C  in  p r o p o r t i o n  to t h e i r  

r e s p e c t i v e  u n d i v i d e d  i n t e r e s t s  in  the N u i q s u t  s u b s u r f a c e  i n  t h a t  

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

s e c t i o n s  o r  p a r t s  of s e c t i o n s  t h a t  m a y  b e  c o n t a i n e d  in  t h a t  

p a r t i c u l a r  lease.
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4.15. Nuiqsut Subsurface Outside Fully Conveyed Sections.

T h e  S t a t e  a s  e x e c u t i v e  s h a l l  n o t  h a v e  t h e  right, power, 

or o b l i g a t i o n  to g r a n t  a n y  oil, gas, o r  m i n e r a l  l e a s e  or o t h e r  

S u b s u r f a c e  Agreement cover i n g ,  or  to e x e r c i s e  a n y  p o w e r  o r  

a u t h o r i t y  as h o l d e r  o f  e x e c u t i v e  r i g h t s  u n d e r  t h i s  S e t t l e m e n t  

A g r e e m e n t  w i t h  r e s p e c t  to, a n y  p a r t  of o r  i n t e r e s t  in the Nuiqsut 

subsurface i n  a n y  s e c t i o n  l i s t e d  i n  E x h i b i t  E b e f o r e  the d a t e  

w h e n  th a t  s e c t i o n  b e c o m e s  a Fully Conveyed Section. U n t i l  a 

s e c t i o n  of Nuiqsut subsurface l i s t e d  i n  E x h i b i t  E has b e c o m e  a 

Fully Conveyed Section, n o  oil, gas, o r  m i n e r a l  l e a s e  o r  o t h e r  

Subsurface Agreement o r  g r a n t  of a n y  t h i r d  p a r t y  r i g h t s  c o v e r i n g  

o r  a f f e c t i n g  a n y  i n t e r e s t  in Nuiqsut subsurface i n  that s e c t i o n  

s h a l l  b e  m a d e  o r  g r a n t e d  b y  e i t h e r  t h e  S t a t e  o r  A S R C  w i t h o u t  the 

j o i n t  a n d  m u t u a l  a p p r o v a l  a n d  c o n s e n t  i n  w r i t i n g  of b o t h  A S R C  a n d  

the State; h o w e v e r ,  t h e  S t a t e  m a y  g r a n t  o r  c r e a t e  o t h e r  t h i r d  

p a r t y  i n t e r e s t s  i n  t h e  f o r m  of v a r i o u s  t y p e s  of a u t h o r i z a t i o n s  

(such a s  l a n d  o r  w a t e r  u s e  per m i t s )  w i t h  r e s p e c t  to  u s e  o f  o r  

o p e r a t i o n s  o n  t h e  s u r f a c e  w i t h i n  a n y  s u c h  s e c t i o n .

5. MINIMUM COVENANTS REQUIRED IN ALL SUBSURFACE AGREEMENTS.

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

p a r t  of a n d  s h a l l  b e  d e e m e d  to b e  i n c l u d e d  i n  a n y  Subsurface 

Agreemen t e x e c u t e d  b y  the S t a t e  as e x e c u t i v e  a f f e c t i n g  the 

Nuiqsut subsurface o r  Point Lay subsurface:

5.1. Direct Payment Covenant.

W h e n e v e r  t h e  S t a t e  a s  e x e c u t i v e  e n t e r s  i n t o  a n y  

Subsurface Agreement o f  a n y  k i n d  w i t h  any person w h i c h  c o n c e r n s  

A S R C ' s  i n t e r e s t  i n  t h e  Nuiqsut subsurface o r  Point Lay 

subsurface, t h e n  i n  t h a t  Subsurface Agreement t h a t  person w i l l  

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

a s s i g n s  to pay i n  m o n e y  o r  in p r o d u c t ,  as  a p p l i c a b l e ,  a n y  a n d  a l l  

subsurface revenues a t t r i b u t a b l e  to the u n d i v i d e d  i n t e r e s t  o w n e d  

b y  ASRC, a n d  p a y a b l e  f o r  or  b e c o m i n g  d u e  u n d e r  t h e  Subsurface 

Agreement, d i r e c t l y  t o  ASRC, w i t h  p a y m e n t  in p r o d u c t  to be 

d e l i v e r e d  a t  t h e  l o c a t i o n  p r o v i d e d  f o r  in t h e  Subsurface 

Agreement a n d  w i t h  m o n e t a r y  p a y m e n t s  to  b e  m a d e  to  A S R C  at

1991 S e t t l e m e n t  A g r e e m e n t
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A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n  
(1230 A g v i k  Street)
P. 0. B o x  129 
B a r r o w ,  A l a s k a  99723 
A t t e n t i o n :  P r e s i d e n t

o r  at s u c h  o t h e r  a d d r e s s  as  t h e  A S R C  P r e s i d e n t  o r  a n y  V i c e

P r e s i d e n t  of  A S R C  m a y  n o t i f y  the p e r s o n  of i n  w r i t i n g .

N o t w i t h s t a n d i n g  t h e  f o r e g o i n g  p r o v i s i o n s  of this 

s u b s e c t i o n ,  h o w e v e r ,  w h e n  the S t a t e  e n t e r s  i n t o  a n  a g r e e m e n t  w i t h  

a p r o s p e c t i v e  b i d d e r  o r  b i d d e r s  at a c o m p e t i t i v e  l e a s e  s a l e  or 

o t h e r  b i d d i n g  a r r a n g e m e n t  c o n c e r n i n g  o f f e r s  o r  b i d s  to  e n t e r  into 

a  Subsurface Agreement w i t h  t h e  S t a t e  as e x e c u t i v e  f o r  the 

Nuiqsut subsurface o r  Point Lay subsurface u n d e r  the t e r m s  of 

w h i c h  a r r a n g e m e n t  b i d  d e p o s i t s  a r e  r e q u i r e d  to b e  r e f u n d e d  to 

u n s u c c e s s f u l  b i d d e r s ,  the a g r e e m e n t  m a y  p r o v i d e  t h a t  a l l  of  t h ese 

b i d  d e p o s i t s  a r e  t o  b e  p a i d  t o  the St a t e ;  h o w e v e r ,  e a c h  b i d  

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

a c c e p t a n c e  o f  t h e  r e l a t e d  b i d  a n d  the a p p l i c a b l e  A S R C  p e r c e n t a g e  

of e a c h  b i d  d e p o s i t  t h a t  is n o t  r e q u i r e d  to b e  r e f u n d e d  to  the 

b i d d e r  s h a l l  c o n s t i t u t e  t r u s t  f u n d s  in t h e  h a n d s  of t h e  S t a t e  a n d  

s h a l l  p r o m p t l y  b e  p a i d  o v e r  b y  the S t a t e  to A S R C  w h e n  a 

d e t e r m i n a t i o n  is m a d e  t h a t  t h e  b i d  d e p o s i t  is n o t  r e q u i r e d  to b e  

r e f u n d e d  to t h e  b i d d e r .

5.2. Royalty Valuation.

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  of s u b s e c t i o n s  4.6, 4.9, 

a n d  5.1 of t h i s  S e t t l e m e n t  A g r e e m e n t ,  e a c h  Subsurface Agreement 

(if a n y  t h e r e  be) e x e c u t e d  b y  t h e  S t a t e  as  e x e c u t i v e  t h a t  

i n c l u d e s  a  p r o v i s i o n  e m p o w e r i n g  or a u t h o r i z i n g  t h e  C o m m i s s i o n e r  

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

m i n i m u m  m o n e t a r y  v a l u e ,  of a n y  s h a r e  of oil, gas, o r  o t h e r  

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

to t h a t  Subsurface Agreement (as d i s t i n g u i s h e d  f r o m  c a l c u l a t i n g  

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

f a c t o r s  d e s c r i b e d  o r  p r o v i d e d  f o r  i n  the Subsurface A g r e e m e n t )  

s h a l l  p r o v i d e  t h a t  if t h e  m o n e t a r y  v a l u e ,  o r  the m i n i m u m  m o n e t a r y  

v a l u e ,  of a n y  s h a r e  of oil, ga3, or o t h e r  s u b s t a n c e  p a y a b l e  to

1 9 9 1  S e t t l e m e n t  A g r e e m e n t
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t he S t a t e  o r  p a y a b l e  to t h e  S t a t e  a n d  A S R C  u n d e r  t h e  S u b s u r f a c e  

A g r e e m e n t  is, u n d e r  the t e r m s  of the S u b s u r f a c e  A g r e e m e n t ,  

d e t e r m i n e d  o r  e s t a b l i s h e d  b y  the C o m m i s s i o n e r  o r  the State, t h e n  

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

C o m m i s s i o n e r  o r  b y  t h e  State, as a p p l i c a b l e  (and n o t  b y  A S R C  or 

a n y  of its o f f i c e r s ) , a n d  s h a l l  b e  e f f e c t i v e  to e s t a b l i s h  the 

m o n e t a r y  v a l u e  o r  m i n i m u m  m o n e t a r y  v a l u e  (as a p p l i c a b l e )  of the 

s h a r e  of the oil, gas, o r  o t h e r  s u b s t a n c e  p a y a b l f  b o t h  to A S R C  

a n d  to the S t a t e  u n d e r  t h e  a p p l i c a b l e  p r o v i s i o n s  of t h e  

S u b s u r f a c e  A g r e e m e n t .  If the C o m m i s s i o n e r  o r  t h e  S t a t e  

d e t e r m i n e s ,  o r  a g r e e s  w i t h  t h e  t h i r d  p e r s o n  i n v o l v e d ,  that the 

m o n e t a r y  va l u e ,  o r  m i n i m u m  m o n e t a r y  value, of  t h e  s h a r e  of  oil, 

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

A g r e e m e n t  is n o t  r e q u i r e d  o r  p e r m i t t e d  to be, o r  s h o u l d  n o t  be, 

d e t e r m i n e d  o r  e s t a b l i s h e d  b y  t h e  C o m m i s s i o n e r  o r  the S t a t e  u n d e r  

t h e  t e r m s  of t h a t  S u b s u r f a c e  A g r e e m e n t ,  the d e c i s i o n  of  the 

C o m m i s s i o n e r  o r  t h e  S t a t e  i n  m a k i n g  s u c h  d e t e r m i n a t i o n  o r  

a g r e e m e n t  s h a l l  b e  b i n d i n g  u p o n  A S RC, a n d  A S R C  s h a l l  n o t  h a v e  the 

r i g h t  t o  r e q u i r e  t h a t  the m o n e t a r y  value, o r  m i n i m u m  m o n e t a r y  

va l u e ,  of t h e  A S R C  p e r c e n t a g e  s h a r e  of the oil, gas, o r  o t h e r  

s u b s t a n c e  p a y a b l e  to A S R C  u n d e r  t h a t  S u b s u r f a c e  A g r e e m e n t  b e  

d e t e r m i n e d  o r  e s t a b l i s h e d  b y  t h e  C o m m i s s i o n e r  o r  t h e  S t a t e  u n l e s s  

the C o m m i s s i o n e r  o r  t h e  S t a t e  s h a l l  t h e r e a f t e r  c h a n g e  s u c h  

d e t e r m i n a t i o n  o r  a g r e e m e n t  w i t h  r e f e r e n c e  to d e t e r m i n i n g  o r  

e s t a b l i s h i n g  t h e  m o n e t a r y  v a l u e ,  o r  m i n i m u m  m o n e t a r y  v a l u e ,  of 

t he S t a t e  p e r c e n t a g e  s h a r e  of t h e  oil, g a s  o r  o t h e r  s u b s t a n c e  

p a y a b l e  to t h e  S t a t e  u n d e r  t h a t  S u b s u r f a c e  A g r e e m e n t .  S u b j e c t  to 

the p r o v i s i o n s  of the l a s t  p r e c e d i n g  s e n t e n c e ,  if the S t a t e  s h a l l  

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

p e r s o n  h o l d i n g  a  S u b s u r f a c e  A g r e e m e n t  i n v o l v i n g  a  d i s p u t e  w h e t h e r  

the t erms of t h e  S u b s u r f a c e  A g r e e m e n t  r e q u i r e  o r  p e r m i t  the 

C o m m i s s i o n e r  o r  t h e  S t a t e  to  d e t e r m i n e  o r  e s t a b l i s h  t h e  m o n e t a r y  

value, o r  the m i n i m u m  m o n e t a r y  v a l u e ,  of the s h a r e  of the oil, 

gas, or o t h e r  s u b s t a n c e  p a y a b l e  to the S t a t e  o r  A S R C  u n d e r  that 

S u b s u r f a c e  A g r e e m e n t ,  t h e  S t a t e  s h a l l  n o t i f y  A S R C  of t h o s e

19 9 1  S e t t l e m e n t  A g r e e m e n t
Pa g e  35 0029817.10



p r o c e e d i n g s ,  a n d  A S R C  s h a l l  h a v e  the r i g h t  to i n t e r v e n e  a n d  

p a r t i c i p a t e  i n  the p r o c e e d i n g s  w i t h  r e f e r e n c e  to that d i s p u t e .

N e i t h e r  the Commissioner n o r  the S t a t e  s h a l l  h a v e  a n y  

l i a b i l i t y  to A S R C  f o r  o r  w i t h  r e s p e c t  to a d e c i s i o n  m a d e  b y  the 

Commissioner o r  the S t a t e  i n  f i x i n g  o r  d e t e r m i n i n g  the m o n e t a r y  

v a l u e ,  o r  m i n i m u m  m o n e t a r y  v a l u e ,  of the s h a r e  of oil, gas, or 

a n y  o t h e r  s u b s t a n c e  p a y a b l e  to A S R C  a n d  to the S t a t e  p u r s u a n t  to 

a n y  Subsurface Agreement o r  f o r  a d e t e r m i n a t i o n  o r  a g r e e m e n t  m a d e  

b y  t h e  Commissioner o r  the S t a t e  t h a t  the Commissioner o r  the 

S'i "te is n o t  r e q u i r e d  o r  p e r m i t t e d  to, o r  s h o u l d  not, e s t a b l i s h  

o r  d e t e r m i n e  t h e  m o n e t a r y  v a l u e ,  o r  the m i n i m u m  m o n e t a r y  value, 

of a n y  oil, g a s  o r  o t h e r  s u b s t a n c e s  p a y a b l e  to A S R C  a n d  the S t a t e  

u n d e r  the t e r m s  of a  Subsurface Agreement.

5.3. Other Covenants.

W h e n e v e r  the S t a t e  as e x e c u t i v e  e n t e r s  i n t o  a 

Subsurface Agreement w i t h  a n y  person that c o n c e r n s  the Nuiqsut 

subsurface o r  t h e  Point Lay subsurface, t h e n  i n  t h a t  Subsurface 

Agreement t h e  person w i l l  e x p r e s s l y  a g r e e  a n d  c o v e n a n t  f o r  

itself, a n d  its s u c c e s s o r s  a n d  a s s i g n s ,  w i t h  r e s p e c t  to t h a t  

Subsurface Agreement a n d  t h a t  Nuiqsut subsurface o r  Point Lay 

subsurface a n d  the o p e r a t i o n s  a n d  a c t i v i t i e s  of th a t  person o n  it 

a n d  i n  c o n n e c t i o n  w i t h  it, to:

(a) f i l e  j o i n t l y  w i t h  A S R C  a n d  the S t a t e  all logs, 
g e o l o g i c a l  a n d  g e o p h y s i c a l  s u r v e y s  taken, a d e s c r i p t i o n  of 
a l l  t e s t s  r u n  f o r  e a c h  w e l l  d r i l l e d  o n  the l e a s e d  area, a n d  
a  p l a t  s h o w i n g  the e x a c t  l o c a t i o n  of e a c h  well, w i t h i n  
t h i r t y  (30) d a y s  a f t e r  e a c h  w e l l  o r  s u r v e y  has b e e n  
c o m p l e t e d ,  s u s p e n d e d ,  o r  a b a n d o n e d ;  and, a f t e r  c o n d u c t i n g  
s e i s m i c  e x p l o r a t i o n  o n  t h e  l e a s e d  area, to p r o v i d e  b o t h  to 
A S R C  a n d  t o  the S t a t e  t h e  s a m e  n o t i f i c a t i o n  a n d  r e v i e w  
p r i v i l e g e s  as is r e q u i r e d  to b e  p r o v i d e d  t o  the S t a t e  u n d e r  
11 A A C  9 1 . 2 1 0  o r  o t h e r  a p p l i c a b l e  r e g u l a t i o n s  h e r e a f t e r  
a d o p t e d ;

(b) e x e r c i s e  r e a s o n a b l e  d i l i g e n c e  in mining, a n d  in
d r i l l i n g ,  p r o d u c i n g ,  a n d  o p e r a t i n g  oil a n d  g a s  wells;

(c) u p o n  d i s c o v e r y  of m i n e r a l s ,  i n c l u d i n g  oil o r  gas,
i n  q u a n t i t i e s  s u f f i c i e n t  to r e c o v e r  r e a s o n a b l e  c o s t s  of 
m i n i n g ,  o r  in the c a s e  of oil o r  gas to r e c o v e r  r e a s o n a b l e  
c o s t s  of d r i l l i n g ,  c o m p l e t i n g ,  a n d  o p e r a t i n g  a d d i t i o n a l

1991 S e t t l e m e n t  A g r e e m e n t
P a g e  36 0029817.10



m
m

a

i

n

M

i

3

I

well(s) in the same g e ol og ic al  s t r u c t u r e  at other locations 
w i t h  a r e a s o n a b l e  prof it  to the operator, e xpand the m i n i n g  
o p e r a t i o n  or drill 3 u c h  ad di ti on al  w ells as a reasona bl e a nd 
p r u d e n t  o p e r a t o r  wculd;

(d) p e r f o r m  all operat io n s w i t h  d ue care and in a goo d 
a n d  w o r k m a n l i k e  m a n n e r  in a c c o r d a n c e  w i t h  m o d e r n  m e t ho d s and 
p r a c t i c e s  w i t h  due r egard for the p r e v e n t i o n  of waste, a nd 
for the p r e v e n t i o n  (in the case of oil a n d  gas) of w a t e r  
d r a i n a g e  to the oil- a n d  g a s - b e a r i n g  sands or s trata a n d  to 
the p r e s e r v a t i o n  a n d  c o n s e r v a t i o n  of the p r o p e r t y  for future 
p r o d u c t i v e  operations, and to c a r r y  out at the per so n 's  
e x p e n s e  a ll orders a nd r e q ui r em en ts  of p u b l i c  officials 
r e l a t i v e  to the p r e v e n t i o n  of w a s t e  a n d  to the p r e s e r v a t i o n  
of the s u b s u r f a c e  are a subject to the S u b s u r f a c e  Agreement;

(e) s e c u r e l y  plu g  in a n  a p p r o v e d  m a n n e r  a n y  oil or gas 
well b e f o r e  a b a n d o n i n g  it;

(f) d r il l such wells as a r e a s o n a b l e  and prudent 
o p e r a t o r  w o u l d  drill to p r o te ct  the p r e m i s e s  fro m d r a i n a g e  
of h y d r o c a r b o n s ;

(g) u s e  m o d e r n  g e ol og ic al  a n d  g e o p h y s i c a l  t ec hn iq ue s 
in e x p l o r a t i o n  and development;

(h) c a us e a ny i d e n t i f i e d  c o m m e r c i a l  dep os i ts  or 
r e s e r v o i r s  to be re a so na bl y d e v e l o p e d  a n d  produced;

(i) s u b s c r ib e to re as on ab l e c o o p e r a t i v e  or unit 
a g r e e m e n t s  p r o p o s e d  b y  the State o r  ASRC, or ot herwise 
l e g a l l y  imposed, p r o v i d e d  that no v o l u n t a r y  p o o l i n g  or un it  
a g r e e m e n t  m a y  b e  ente re d  into w i t h o u t  the w r i t t e n  consent of 
e a c h  of A S R C  a n d  the S ta te  w i t h  r e s p e c t  to their r es pe c t i v e  
i n t e r e s t s ;

(j) k e e p  open for i ns p ec ti on  a n d  a u d i t  at all 
r e a s o n a b l e  times all mines, wells, improvements, machinery, 
reports, a n d  records rela ti ve  to operations, surveys, or 
i n ve st ig at i on s,  and furn is h copies of a n d  ex tracts f r o m  a n y  
su ch  r e p o r t s  o r  records on demand, s u b j e c t  to reasonable 
c o n f i d e n t i a l i t y  requirements;

(k) a l l o w  A S R C  the o p ti on  to take its A S R C  p e r c e n t a g e  
of the r o y a l t i e s  or ot he r  interest in p r o d u c t i o n  in m o n e y  
(measured b y  s u c h  v a l u a t i o n  p r o v i s i o n s  as ar e c o n t ai ne d  in 
the lease or o t h e r  S u b s u r f a c e  A g r e e m e n t  a p p l i c a b l e  b o t h  to 
the i n t e r e s t s  of the S t at e a n d  of ASRC, or, in the a b s e n c e  
of s u c h  pr ovisions, m e a s u r e d  by fa ir  m a r k e t  value) or in 
p r o d u c t  a f t e r  p r o p e r  notic e as p r o v i d e d  for in the 
S u b s u r f a c e  A g r e e m e n t  w h e t h e r  or not the S ta te  elects to do 
so, a n d  p r o v i d e  further that all a g r e e m e n t s  for the sale or
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m o r t ga ge  o r  o t h e r  di sp o s i t i o n  of an int er es t in oil, gas, or 
other m i n e r a l s  shall be made s u b o r d i n a t e  to these rights to 
take su ch  r o y a l t y  share of p r o d u c t i o n  in kind;

(1) a l l o w  A S R C  to have the right to enfo rc e all the 
terms of the S u b s u r f a c e  A g r e e m e n t  (whether express or 
implied) d i r e c t l y  on its own b e h al f a n d  w i t h  respect only to 
ASRC's u n d i v i d e d  interests in s u b s u r f a c e  c o v e r e d  thereby, 
including a n y  p r o v i s i o n  a l l ow in g t e r m i n a t i o n  of the 
Su bs ur f a c e  A g r e e m e n t  for a b r e a c h  of its terms, whe t he r or 
not the S t a t e  elects to do so w i t h  r e s p e c t  to the undivided 
interests of the S ta te  in that subsurface;

(m) a l l o w  A S R C  to have the right to p e t i t i o n  the 
C o m m i s s i o n e r  of N a t u r a l  R es ources or the A l a s k a  Oil and Gas 
C o n s e r v a t i o n  C o m m i s s i o n  for s u c h  u n i t i z a t i o n  orders and 
other p r o t e c t i o n s  as m a y  be a l l o w e d  b y  law; and

(n) a c k n o w l e d g e  a n d  agree that the a p p l i c a b l e  terms of 
this S e t t l e m e n t  A g r e e m e n t  are i n c o r p o r a t e d  b y  reference.

6. S U S P E N S I O N  O F  T H E  E X E C U T I V E  RIGHTS.

6.1. S u s p e n s i o n  of the E x e c u t i v e  R i g h t s

(a) S u s p e n s i o n  of the E x e c u t i v e  R i g h t s  for Refusal of 

the State to A c t . At a n y  time w h e n  A S R C  b e l i e v e s  that the State 

would be r e q u i r e d  b y  the P r u de nt  L a n d o w n e r  S t a n d a r d  to issue a 

Subsurface A g r e e m e n t  S o l i c i t a t i o n  or e x e c u t e  a S ub s ur f a c e  

A gr eement w i t h  r e s p e c t  to a n y  p o r t i o n  of the N u i q s u t  subsurface 

or the P o i n t  L a y  subsurface, A S R C  m a y  g iv e w r i t t e n  n ot ic e  to the 

State i d e n t i f y i n g  the p o r t i o n  of the s u b s u r f a c e  i nvolved and 

requesting that t he S t a t e  as e xe c utive issue o r  execute an 

appropriate S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  or S u bs ur f a c e  

A g reement w i t h  r e s p e c t  to that portion. If the S ta te  refuses to 

issue or execu te  a S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  or 

Subsurface A g r e e m e n t  in re sponse to A S RC 's  request, the State 

shall i nf or m A S R C  in w r i t i n g  w h e th e r (i) that refusal is b ased 

upon a c o n c l u s i o n  b y  the State that the i s s u a n c e  or ex ecution 

thereof w o u l d  not b e  r e q u i r e d  u nd er  the P r u d e n t  L an do w n e r  

Standard or (ii) that refusal is b a s e d  u p o n  a p u b l i c  interest 

d e termination or f i n d i n g  b y  the S tate that the State, in 

application of the L i m i t e d  Prud en t L a n d o w n e r  S t a n d a r d  to its 

conduct as h o l d e r  of the E xe c ut iv e Rights, is p r e v e n t e d  from

1991 S e t t l e m e n t  A g r e e m e n t
Page 38 002m?.to



c o m p ly in g  w i t h  the P r u d e n t  L a n d o w n e r  Standard, w i t h  re fe rence to 

issuance o r  e x e c u t i o n  of a S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  or 

S u b s u r f a c e  A g r e e m e n t  as r e q u e st ed  by A S R C  b e c a u s e  of its duties 

and o b li g at io ns  as s o v e r e i g n  or b e ca us e  of a p p l i c a b l e  federal or 

state statutes, regulations, a nd c o n s t i t u t i o n a l  provi si o ns . If 

the S t at e' s  refu sa l to issue or execute a S u b s u r f a c e  A g r e e m e n t  

S o l i c i t a t i o n  or S u b s u r f a c e  A g r e e m e n t  is b a s e d  u p o n  a p u b l i c  

in terest d e t e r m i n a t i o n  or finding as d e s c r i b e d  in c l au se  (ii) of 

the last p r e c e d i n g  sentence, then A S R C  shall h a v e  the right, at 

its e l e c t i o n  an d at a n y  time p r i o r  to the i s s u a n c e  or e xe cu ti o n 

by the S t a t e  as e x e c u t i v e  of a S u bs u rf ac e A g r e e m e n t  S o l i c i t a t i o n  

or S u b s u r f a c e  A g r e e m e n t  cov er in g  the sub je c t p o r t i o n  of the 

subsurface, to g i v e  w r i t t e n  no tice to the S t a t e  s u s p e n d i n g  the 

E x e c u t i v e  Ri ghts as to the p o r t i o n  of the s u b s u r f a c e  as to wh i ch  

A S R C  h a d  r e q u e s t e d  that the State issue o r  e x e c u t e  a S u b s u r f a c e  

A g r e e m e n t  S o l i c i t a t i o n  o r  S ub su r f a c e  A g r e e m e n t . S a i d  n o t i c e  

shall d e s c r i b e  the p o r t i o n  of the s u b s u r f a c e  as to w h i c h  the 

E x e c u t i v e  R i g ht s a r e  to be s u s p e nd ed  a n d  shall b e  a c k n o w l e d g e d  b y  

A S R C  as r e q u i r e d  f o r  the r e c o r d a t i o n  of i n s t r u m e n t s  a f f e c t i n g  

title to real pr o perty. P r o mp tl y  u p o n  r e c ei pt  of sai d notice, 

the State shall e x e c u t e  and  shall likewise a c k n o w l e d g e  the n otice 

to e v i d en ce  its r e c e i p t  thereof a n d  shall r e c o r d  the s a m e  in the 

r e c o r d i n g  o f fi ce  of the a pp ro p r i a t e  r e c o r d i n g  district.

(b) S u s p e n s i o n  of the Ex ec u ti ve  R i g h t s  B e c a u s e  o f 

S e p a r a t e  T e r m i n a t i o n  of S u bs u r f a c e  A g r e e m e n t . A s  p r o v i d e d  in 

subs ec ti on s 4.6 a n d  4.9 a n d  p a r a g r a p h  5.3(1), A S R C  a n d  the State 

each has the i n d e p e n d e n t  right and p o w e r  to e n f o r c e  c a n c e l l a t i o n  

an d t e r m i n a t i o n  p r o v i s i o n s  in S u bs ur f a c e  A g r e e m e n t s  c o v e r e d  b y  

this S e t t l e m e n t  Ag r ee me nt , i n so f ar  as to its u n d i v i d e d  percentage, 

i nterest in the s u b s u r f a c e  c o ve re d or a f f e c t e d  b y  the S u b s u r f a c e  

Agreement. U p o n  c a n c e l l a t i o n  and t er m in a t i o n  of a S u b s u r f a c e  

Agreement, in w ho le  o r  in part, by one only of A S R C  or the State

i nsof ar  only as to its u n d i v i d e d  interest in a p o r t i o n  of the

N u i q s u t  s ub su r f a c e  o r  the P o in t Lay s ub su r fa ce  w h e r e b y  the

u n d i v i d e d  interest of one only of A S R C  or the S t a t e  in a n y
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p o r t i o n  of the N u i q s u t  s u b s u r f a c e  or the Po i nt  L a y  s u b s u r f a c e  is 

no longer s u b j ec t to that S u b s u r f a c e  Agreement, t h e n  the 

E x e c u t i v e  R i g h t s  shall be s u s p e n d e d  as to that p o r t i o n  of the 

N u i q s u t  s u b s u r f a c e  or P o i n t  L a y  subsurface.

6.2 R i g h t s  a n d  D u t i e s  D u r i n g  S u s p e n s i o n  of the E x e c u t i v e  

Rights.

S u b j e c t  to s u b s e c t i o n  6.3, it is s t i p u l a t e d  a n d  a g r e e d  

that d ur in g  a n y  p e r i o d  w h i l e  the E x e c u t iv e R i g h t s  of the State 

are s u s p e n d e d  as to a p o r t i o n  of the N u i q s u t  s u b s u r f a c e  or Point 

L a y  su bs ur f a c e  p u r s u a n t  to s u b s e c t i o n  6.1, the f o l l o w i n g  shall 

occur:-

(a) The E x e c u t i v e  Ri ghts of the S t a t e  s ha ll  be 
s u s p en de d  as to the p e r c e n t a g e  interest of A S R C  in that 
p o r t i o n  of the N u i q s u t  su bs ur f a c e  or the P o i n t  L a y  
s u b s u r f a c e  a nd the S t a t e  shall have no right, power, duty, 
o r  o b l i g a t i o n  as e x e c u t i v e  as to the i n t e r e s t  of A S R C  in 
that portion; and

(b) E a c h  p a r t y  shall own its u n d i v i d e d  i n t e r e s t  in 
that p o r t i o n  of the N u i q s u t  su b su rf ac e o r  the P o i n t  L a y  
s u b s u r f a c e  as a c o t e n an t h a v i n g  all rights a n d  o b l i g a t i o n s  
of o w n e r s h i p  of s u c h  u n d i v i d e d  interest, including, but not 
l i m i t e d  to, the e x c l u s i v e  p o w e r  a nd right to e x e c u t e  
S u b s u r f a c e  A g r e e m e n t s  c o v e r i n g  all or p a r t  of its u n d i v i d e d  
i nterest as to that p o r t i o n  of the N u i q s u t  s u b s u r f a c e  or the 
P oi nt  L a y  subsurface.

6.3. R e t u r n  of the E x e c u t i v e  Rights.

A f t e r  the s u s p e n s i o n  of the E x e c ut i ve  R i g h t s  as to a n y  

p o r t i o n  of the N u i q s u t  s u b s u r f a c e  or Point L a y  s u b s u r f a c e  as 

p r o v i d e d  in s u b s e c t i o n  6.1, the E x e c u t i v e  R i gh ts  w i l l  r e t u r n  to 

the State as to s u c h  p o r t i o n  u n d e r  the fol lo wi n g c i r c u m st an ce s:

(a) If at a n y  time a ft er  g i vi n g a n o t i c e  s u s p e n d i n g  
the E x e c u t i v e  R i g ht s as to a n y  p o r t i o n  of the 
su bs ur f a c e  p u r s u a n t  to p a r a g r a p h  6.1(a) a n d  p r i o r  to the 
e x e c u t i o n  b y  A S R C  of a S u b s u r f a c e  A g r e e m e n t  c o v e r i n g  A S R C ' s  
p e r c e n t a g e  i n terest in that p o r t i o n  of the s ub surface, ASRC, 
at its election, executes, acknowledges, a n d  r e c o r d s  in the 
r ec or di ng  o f f i c e  of the a pp ro p r i a t e  r e c o r d i n g  d i s t r i c t  a 
notice t e r m i n a t i n g  the s u s p e n s i o n  of the E x e c u t i v e  R i g h t s  as 
to the p o r t i o n  of the s u b s u r f a c e  d e s c r i b e d  in s u c h  notice;

(b) If A S R C  e x e c u t e s  a Su bs u rf ac e A g r e e m e n t  c o v er in g  
its u n d i v i d e d  in terest in a p o r t i o n  of the N u i q s u t
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s u b s u r f a c e  or Point L ay S u b s u r f a c e  as to w h ic h the Ex ec utive 
R ights h a v e  b e e n  su sp en de d  p u r s u a n t  to p a r a g r a p h  6.1(a), and 
if at a n y  time th er e a f t e r  n e i t h e r  AS RC's nor the State's 
u n d i v i d e d  in terest in that p o r t i o n  of the N u i q s u t  subsurf ac e 
or P o i n t  L a y  s ub su rf a ce  then remains subject to any 
S u b s u r f a c e  Agreement; or

(c) If at any time a f t e r  the s u s p e n s i o n  of the 
E x e c u t i v e  R i gh ts  as to a p o r t i o n  of the N u i q s u t  subsurf ac e  
or Po in t L a y  s u b su rf ac e p u r s u a n t  to p a r a g r a p h  6.1(b) n e it he r 
A S R C ' s  n o r  the State's u n d i v i d e d  interest in that p o r t i o n  of 
the N u i q s u t  su bs ur fa c e o r  P o i n t  L a y  s ub su r f a c e  then remaxns 
s ubject to a n y  S u b s u r f a c e  Agreement.

As to the p o r t i o n  of the s u b s u r f a c e  d e s c r i b e d  in a noti ce  from

ASRC t e r m i n a t i n g  the s u s p e n s i o n  of the E x e c u t i v e  Ri ghts as to

that p o r t i o n  p u r s u a n t  to p a r a g r a p h  (a) of this su bs e c t i o n  6.3,

and in e it he r of the c i r c um s ta nc es  d e s c r i b e d  in p a r a g r a p h  (b) or

p a r a g r a p h  (c) of this s u b s e c t i o n  6.3 w h e n  n e i t h e r  A S RC 's  n o r  the

State's u n d i v i d e d  i nterest in a p o r t i o n  of the N u i q s u t  s ubsurface

or the P o i n t  L a y  su bs u r f a c e  is then subje ct  to a n y  S u b s u r f a c e

Agreement, the E x e c u t i v e  R i gh ts  g r a n t e d  the S tate u n d e r  s e c t i o n  4

of this S e t t l e m e n t  A g r e e m e n t  shall a u t o m a t i c a l l y  and i m m e d i a t e l y

r e turn to a nd b e  e x c l u s i v e l y  e x e r c i s e d  b y  the State as to that

p o rt io n of the N u i q s u t  s ub su r fa ce  o r  P o i n t  L a y  subsurface,

subject, however, to the terms a n d  p r o v i s i o n s  of sections 4, 5,

and 7 a n d  (if it t he re a f t e r  a g a i n  b e c o m e s  applicable) this

section 6.

7. M I S C E L L A N E O U S  R E S T R I C T I O N S  ON B O T H  PARTIES.

7.1. P r o h i b i t i o n s  o n  S e l f -D ev el op m en t.

A b s e n t  the w r i t t e n  c o n s e n t  of the o t he r party, n e i t h e r  

the S t a t e  n o r  A S R C  m a y  alone o r  in a joint v e n t u r e  or o th er  joint 

e nt er pr is e  of a n y  sort w i t h  a n y  person, b e c o m e  a lessee of or 

explore, develop, p r o d u c e  from, or o t h e r w i s e  exploit a n y  p o r t i o n  

of the N u i q s u t  s u b s u r f a c e  or the P o i n t  L a y  s ub su r f a c e  as long as 

that p o r t i o n  is s u bj ec t to the E x e c u t i v e  Rights g r a n t e d  in this 

S e tt le me nt  Agree me nt . However, n o t h i n g  in this s e ct io n  p ro hibits

(a) A S R C  or the S ta t e f r o m  e n t e r i n g  the lands to 
i nspect a n d  o b se rv e the a c t i v i t i e s  of a p e r s o n  w ho has a 
S u b s u r f a c e  A g r e e m e n t  c o n c e r n i n g  the N u i q s u t  su bs ur f ac e or 
the Point L a y  subsurface;
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(b) A S R C  or the State from e n t e r i n g  the lands to 
p e r f o r m  s u c h  actions as are r e a s o n a b l y  n e c e s s a r y  to take its 
share of s u b s u r f a c e  revenues e a r n e d  u n d e r  this Settlement 
A g r e e m e n t  in kind;

(c) the State, when a c ti ng  as the executive, from 
conducting, at its sole risk a n d  e x pe ns e  or b y  ag r eement and 
in c o n j u n c t i o n  w i t h  ASRC, seismic o r  o t h e r  geolog ic al  or 
g e o p h y s i c a l  surveys of the N u i q s u t  s u b s u r f a c e  or the Point 
L a y  subs ur fa ce ; or

(d) the State from e x e r c i s i n g  a n y  s o v e r e i g n  p o w e r  it 
m a y  h a v e  o v e r  uplands, s ub m erged lands, o r  water, regardless 
of a n y  o w n e r s h i p  interest in the N u i q s u t  su b su r f a c e  or Point 
L a y  subsurface, or fro m c o nd u ct in g r e s o u r c e  assess me n t 
p r o g r a m s  o n  s t a t e - o w n e d  lands, subject, however, to the 
p r o v i s i o n s  of su bs ec t i o n  8.2 of this S e t t l e m e n t  Agreement.

7.2. A s s i g n m e n t s  of Executive Rights.

T h e  S t a t e  m a y  not assign o r  d e l e g a t e  the E x e c ut i ve  

Rights g r a n t e d  u n d e r  sect io n  4 of this S e t t l e m e n t  A g r e e m e n t  

without the p r i o r  w r i t t e n  consent of ASRC, e x c e p t  as a l l o w e d  

u n d e r  s u b s e c t i o n  7.3.

7.3. C o n v e y a n c e s  Prohibited.

(a) E x c e p t  as to Subsurf ac e  A g r e e m e n t s  a u t h o r i z e d  

u n de r s u b s e c t i o n  6.2 of this Settl em en t  A gr ee me nt ,  n e i t h e r  the 

State (acting s o l e l y  o n  its own behalf, a n d  n o t  as executive) n or 

A S R C  (acting s o l e l y  on its own behalf) m a y  convey, by sale, 

exchange, o r  otherwise, all or any i n t er e st  in its u n d i v i d e d  

perce nt ag e i n t e r e s t  in all or any p o r t i o n  of the N u i q s u t  

subsurface o r  the P o i n t  L a y  s ubsurface w i t h o u t  the p r i o r  w r i t t e n  

consent of the o t h e r  party. Both the St at e a n d  A S R C  m a y  

condition c o n s e n t  to a conveyance u p o n  the t e r m i n a t i o n  of the 

Executive R i g h t s  a n d  rights, duties, a n d  o b l i g a t i o n s  of the 

executive w i t h  r e s p e c t  to the u n d i v i d e d  i n t e r e s t  of the 

n o n ex ec ut i ve  in the p o r t i o n  of the N u i q s u t  s u b s u r f a c e  o r  Point 

L a y  su bs ur f a c e  to be conveyed. If s u c h  c o n se nt  is given, a n d  the 

Executive R i g h t s  a r e  terminated as to that p o r t i o n  of the N u i q s u t  

s ubsurface o r  P o i n t  L a y  subsurface affected, t h e n  the rights and 

obligations of the owners of that p o r t i o n  a f f e c t e d  will be as 

described in s u b s e c t i o n  6.2 of this S e t t l e m e n t  A g r e e m e n t  and

1991 S e t t l e m e n t  A g r e e m e n t
Page 42 002»»17.10



J

9

9

I

a

3

a

a

i

a

a

3

a

there shall be no r e t u r n  of the Executive Rights as provided in 

subsection 6.3.

(b) If the State (acting solely on its own behalf, and 

not as executive) o r  A S R C  (acting solely on its own behalf) makes 

a conveyance, b y  sale, exchange, or otherwise, to a n o th er  p e rs on  

of all or a n y  in te re st  in its u nd ivided p e r c e n t a g e  interest in 

all or any p o r t i o n  of the N u i q s u t  subsurface o r  the Point Lay 

subsurface a f t e r  h a v i n g  o b ta i n e d  the consent of the other p arty 

to make that c o n v e y a n c e  as required in p a r a g r a p h  7.3(a) above, 

the c o n s id er at i on  r e c e i v e d  b y  the State or ASRC, as applicable, 

for the conveyance shall not be deemed to be s u bs ur fa ce  revenues 

for purposes of this S et t l e m e n t  Agreement, so that the other 

p a r t y  (whose u n d i v i d e d  interest in the N u i q s u t  su bs ur f ac e or the 

Point L a y  s u b s u r f a c e  is not b ei ng  conveyed to that ot he r person) 

shall have no right to receive any share of that c o n si de ra t io n 

p ursuant to this S e t t l e m e n t  Agreement.

(c) T h e  S t a t e ' s  consent under p a r a g r a p h  7.3(a) to a 

transfer of A S R C ' s  e n t i r e  interest in the N u i q s u t  s ubsurface and 

the Point L a y  s u b s u r f a c e  is not required if the tra ns f er  occurs 

beca us e of A S R C ' 3 m e r g e r  or consolidation w i t h  a n o t h e r  

corporation u n d e r  AS 10 .0 6.530-10.06.582 or AS 10.06.960 (or any 

s imilar or s u c c e s s o r  c or porate m er ge r or c o n s o l i d a t i o n  

legislation h e r e a f t e r  e n a c t e d ) .

(d) S u b j e c t  to the terms, conditions, limitations, and 

previsions of p a r a g r a p h s  (a), (b), and (c) of this subse c ti on

7.3, any a s s i g n m e n t  o r  conve ya nc e b y  ASR C o r  the State to any 

p e r s o n  of a n y  i n t e r e s t  in its un d iv id ed  p e r c e n t a g e  interest in 

all or any p o r t i o n  of the N u i q s u t  subsurface o r  the Point L ay 

subsurface shall, to the extent (and only to the extent) 

a pplicable u n d e r  the terms and provisions of this Settlement 

Agreement, be m a d e  e x p r e s s l y  subject to this S e t t l e m e n t  Agreement 

and the as si gn me nt  of E x e c ut iv e Rights p r o v i d e d  herein.
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8.1. N e i t h e r  the S t a te 's  c o nv ey an c e to A S R C  of an interest 

in the N u i q s u t  s u b s u r f a c e  or the P oint L a y  subsurface, including 

s u b m e r g e d  lands, n o r  a n y  te rm  or p r o v i s i o n  of this S et tl e m e n t  

Agreement, is in t en d e d  o r  m a y  be c o n s tr u ed  to waive, gi ve  up, 

alter, or a f f e c t  in a n y  w a y  a n y  s o v e r e i g n  right of the State (as 

that right or rights m a y  exist at a n y  time u n d e r  a p p l i c a b l e  law) 

to r e g ul at e or m a n a g e  n a v i g a b l e  or n o n n a v i g a b l e  rivers, streams, 

creeks, lakes, or ponds, or o t h e r  bo dies of w a t e r  e x t e n d i n g  over 

s u b m e r g e d  lands, o r  to r e g u l a t e  the a p p r o p r i a t i o n  of water, or to 

m a n a g e  fish a n d  ga m e r e s o u r c e s  or other natu r al  resources, 

including, but not l i m i t e d  to, laws a nd r eg u la ti on s that gover n 

p r o t e c t i o n  of n a tu ra l r e s o u r c e s  a n d  p r o c e d u r a l  r e q u i r e m e n t s  for 

d i s p o s a l  of interests in S t a t e  lands for leasing, exploration, 

a n d  d e v e l o p m e n t  of n a t u r a l  resources. In e x e r c i s i n g  o r  d e c l i n i n g  

to e x e rc is e the E x e c u t i v e  R i g h t s  c o n f e r r e d  a n d  i m p o s e d  on the 

S t a t e  u n d e r  this S e t t l e m e n t  Agreement, the S t at e shall be 

e n t i t l e d  to a n d  shall o b s e r v e  a n d  c o n f o r m  to st at u te s a n d  

r e g u l a t i o n s  g o v e r n i n g  t h e s e  resources, subject, however, to the 

p r o v i s i o n s  of s u b s e c t i o n  8.2.

8.2. N o t h i n g  in this S e t t l e m e n t  Agreement, i n c l u d i n g  this 

s e c t i o n  8, shall be c o n s t r u e d  as a w a i v e r  by ASRC of its right to 

c h a l l e n g e  the c o n s t i t u t i o n a l i t y  of a n y  stat u te  or the v a l i d i t y  of 

a n y  r e g u l a t i o n  e n a c t e d  o r  a d o p t e d  a f t e r  the Pinal E f f e c t i v e  Dat e 

of this Se tt l e m e n t  A g r e e m e n t  that singles out the N u i q s u t  

s u b s u r f a c e  or the P o i n t  L a y  s u b s u r f a c e  for tr e at me nt  d i f f e r e n t  

f r o m  that a c c o r d e d  to o t h e r  lands w i t h i n  the State of Alaska, or 

that causes a n y  injury'-in-fact to any rights e x p r e s s l y  g r a n t e d  to 

A S R C  u n d e r  this S e t t l e m e n t  Agreement. It is agreed, however, 

that s u c h  a c h a l l e n g e  w i l l  n ot ch allenge or a t t e m p t  to v o i d  or 

te rm in at e the righ ts  of a t h i rd  p a r t y  u n d e r  a S u b s u r f a c e  

A g r e e m e n t  e x e c u t e d  b y  the S t a t e  in exercise of the E x e c u t i v e  

R i gh ts  in a c c o r d a n c e  w i t h  the terms and co nd it i on s of this 

S e t t l e m e n t  Agreement.

8 . STA TE'S RIGHTS AS SOVEREIGN.
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9. P R E E X I S T I N G  L EASES OF T HE N U I Q S U T  SUBSURFACE.

9.1. L e a s e  Description.

(a) In 1983, the State w a i v e d  the right to a d m i n i s t e r  

the f o l l o w i n g  oil a n d  gas leases a f f e c t i n g  port io n s of the 

N u i q s u t  s u b s u r f a c e  w h i c h  h ad a l r e a d y  b e e n  c on ve y e d  to A S R C  b y  the 

U n i t e d  States:

LEASE

M O N T H / D A Y  
R E N TA L 
DUE DATE A N N U A L  R EN TA L

PER D A Y  A L L O C A T I O N
(ANNUAL
RENTAL/365=)

A D L  No. 356000 Feb. 1 $ 3720.00 $ 10.19
A D L  No. 3560 01 Feb. 1 $ 3840.00 $ 10.52
A D L  No. 356002 Feb. l $ 1920.00 . $ 5.26
A D L  No. 356003 Feb. 1 $ 5760.00 $ 15.78
A D L  No. 356004 Feb. 1 $ 1920.00 $ 5.26
A D L  No. 356005 Feb. 1 $ 3840.00 $ 10.52
A D L  No. 25540 Feb. 1 $ 2560.00 $ 7.01
A D L  No. 25541 Feb. 1 $ 2560.00 . $ 7.01
A D L  No. 25554 Feb. l $ 2560.00 $ 7.01
A D L  No. 25555 Feb. 1 $ 2560.00 $ 7,o:

(b) The State has no t y et w a i v e d  the right to

a d m i n i s t e r  the fol lo wi ng  S t at e oil and gas leas es  a f f e c t i n g  

p o r t i o n s  of the N u i q s u t  s u b s u r f a c e  w h i c h  h a v e  a l r e a d y  b e e n

c o n v e y e d  to A S R C  b y  the U n i t e d  States b y  i n t e r i m  c o n v e y a n c e  or

patent:

LEASE

M O N T H / D A Y  
R E N T A L  
DU E DATE A N N U A L  R EN TA L

PER D A Y  A L L O C A T I O N
(ANNUAL
RENTAL/365=0

A D L  No. 25526 Feb. 1 $ 1055.00. $ 2 . 89
A D L  No. 25529 Feb. 1 $ 2015.00 $ 5.52
A D L  No. 364469 Aug. 1 

Feb. 1
$ 10674,00 . $ 29,24

A D L  No. 366201 $ 1230,00. $ 3,37
A D L  No. 366202 Feb. 1 $ 1181.00 $ 3 .24
A D L  NO. 366203 Feb. 1 S 640.00 $ 1,75
A D L  No. 366204 Feb. 1 $ 531.00 $ .. 1_.4,5

(c) Additionally, the following S t a t e  oil a n d  gas 

leases a f f e c t  p o r t io ns  of the N u i q s u t  s u b s u r f a c e  that m a y  in the 

future be c o n v e y e d  to A S R C  b y  the U n i t e d  States:
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LEASE

M O N T H / D A Y  
R E N T A L  
D U E  DATE A N N U A L  R EN TA L

PER DAY A L L O C A T I O N
(ANNUAL
R E N T A L / 3 6.5 = )

A D L  NO. 25530 Feb. 1 $ 30.00 $ 0.08
A D L  No. 25535 Feb. 1 $ 1920,00 $ 5.26
A D L  No. 25536 Feb. 1 $ 640.00 $ 1.75
ADL No. 25537 F e b . 1 $ .. 2437.00 $ 6.68
A D L  No. 25539 Feb. 1 $ 1808.00 $ 4.95
A D L  No. 25556 Feb. 1 $ 1179.00 $ 3.23
A D L  No. 25560 Feb. 1 $ 2560,00 $ 7.01
A D L  No. 25561 Feb. 1 $ 1288.00 $ 3.53
A D L  No. 25562 Feb. 1 $ 1920.00 $ 5.26
A D L  No. 25563 Feb. 1 $ 2560 .0 0 $ 7.01
A DL No. 25577 Feb. 1 $ 2560 .0 0 $ 7.01
A D L  NO. 25578 Feb. 1 $ 1949,00 _ $ 5.34
A DL No. 25579 Feb. 1 $ 2491.00 $ 6,82
A DL No. 25596 Feb. 1 $ 250 1 .0 0 $ 6.85
A DL No. 25597 Feb. 1 $ 2 5 1 2 .0 0 $ . 6.88
A DL No. 364466 Aug. 1 $ 13 029.00 $ 35.70
A D L  No. 364468 Aug. 1 $ 11112.00 $ 39 ,44

9.2. L e a s e s  C o v e r i n g  F u l l y  C o n v e y e d  S e c t i o n s  on Final
E f f e c t i v e  Date.

(a) O n  the Final E f f e c t i v e  D a t e  of this Settle me n t 

Agreement, as to e a c h  of the leases i d e n t i f i e d  in parag ra ph s 

9.1(a) an d 9.1(b) (subject to the p r o v i s i o n s  of s u bs ec ti on  9.4 

below, if a p p l i c a b l e ) :

(1) as to the a p p l i c a b l e  S t a t e  p e r c e n t a g e  in N u i q s u t  
s u b s u r f a c e  c o v e r e d  b y  eac h  lease, the S t a t e  shall ha v e the 
right a n d  r es po nsibility, w i t h  r e s pe ct  o n l y  to its u n d i v i d e d  
interests, in its own d i s c r e t i o n  to a d m i n i s t e r  a n d  enforce 
d i r e c t l y  a n y  t e r m i n a t i o n  provis i on s,  duties, and covenants, 
express or implied, u n d e r t a k e n  b y  o r  i m p o s e d  b y  v i r t u e  of 
each lease as p r o v i d e d  in s u b s e c t i o n s  4.6 a n d  4.9 of this 
S e t t l e m e n t  A g r e e m e n t  in the same m a n n e r  as if that lease had 
b e e n  e x e c u t e d  p u r s u a n t  to this S e t t l e m e n t  Agreement, and the 
State shall l i k e w i s e  h a v e  the ri gh t a n d  responsibility, as 
c o n t e m p l a t e d  i n  su bsections 4.7 a n d  5.1 of this Settlem e nt  
Agreement, to r e c ei v e p a y m e n t  d i r e c t l y  f r o m  the l e s se e of 
the a p p l i c a b l e  State p e r c e n t a g e  of all su b su rf ac e revenues 
a t t r i b u t a b l e  to the N u i q s u t  s u b s u r f a c e  w h i c h  the lessee is 
t h e r e a f t e r  o b l i g a t e d  to p a y  u n d e r  the terms of the lease; 
and

(2) as to the a p p l i c a b l e  A S R C  p e r c e n t a g e  in N u i q s u t  
su bs ur f a c e  c o v e r e d  b y  each lease, A S R C  shall have the right 
a n d  re sp on si bi l it y,  w i t h  resp ec t o n l y  to its u n d i v i d e d  
interests, in its own d i s c r e t i o n  to a d m i n i s t e r  and enforce
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d i r e c t l y  a n y  t e r m i n a t i o n  provisions, duties, a n d  covenants, 
express o r  implied, u n d e r t a k e n  b y  or i m p o s e d  b y  v i r t u e  of 
each l ea se  as p r o v i d e d  in s u bsections 4.6 a n d  4.9 of this 
S et tl e m e n t  A g r e e m e n t  in the same m a n n e r  as if that lease had 
be en  e x e c u t e d  p u r s u a n t  to this S e t t l e m e n t  Agreement, and 
A SR C shall l i k e w i s e  have the right a n d  responsibility, as 
c o n t e m p l a t e d  in s u b se ct io ns  4.7 a n d  5.1 of this S et t le m e n t  
Agreement, to r e c ei ve  pay me nt  d i r e c t l y  f r o m  the lessee of 
the a p p l i c a b l e  A S R C  p er ce n t a g e  of all s u b s u r f a c e  r evenues 
a t t r i b u t a b l e  to the N u i q s u t  su bs u r f a c e  w h i c h  the lessee is 
t h e r e a f t e r  o b l i g a t e d  to p a y  u n d e r  the terms of the lease.

(b) O n  the Final E f f e c ti ve  Da t e of this S e tt l em en t 

Agreement, e a c h  of the leases d e s c r i b e d  in p a r a g r a p h s  9.1(a) and 

9.1(b) of this S e t t l e m e n t  A g r e e m en t will b e c o m e  subje ct  to the 

rights of the S t a t e  a n d  A S R C  u n d e r  a n d  p u r s u a n t  to s ections 4 and 

5 a n d  the o t h e r  p r o v i s i o n s  of this S e t t l e m e n t  A g r e e m e n t  as if 

those leases h a d  b e e n  e x e cu te d p u r su an t to a n d  in full compliance 

w i t h  the rights, powers, duties, a nd o b l i g a t i o n s  of the S ta te  as 

e x ecutive u n d e r  this S et t le m e n t  Agreement, a n d  a n y  r e s e r v a t i o n  to 

the State, o r  a n y  r e l e a s e  or t r a ns fe r f r o m  the S t a t e  to A S R C  of 

rights to "a d m i n i s t e r "  these leases as p r o v i d e d  in s e c t i o n  1 4 (g) 

of A N C S A  shall t h e r e a f t e r  be w a i v e d  a n d  i n e f f e c t i v e  to the end 

that the a d m i n i s t r a t i o n  of these leases shall b e  g o v e r n e d  a nd 

contr ol le d b y  the t e r ms  a n d  p r o v i s i o n s  of this S e t t l e m e n t  

A g r e e m e n t .

(c) W i t h i n  thirty (30) days a f t e r  the Final E f f e c t i v e  

D a t e  of this S e t t l e m e n t  Agreement, A S R C  a n d  the St at e will join 

in executing a n d  w i l l  d e l i v e r  to e ac h of the l e s se es  u n d e r  the 

leases d e s c r i b e d  in p a r a g r a p h s  9.1(a) a n d  9.1(b) a n o t i c e  of the 

p rovisions of a n d  of the rights of the S t a t e  a n d  ASRC, 

respectively, w i t h  r e s p e c t  to those leases u n d e r  this s ub se c t i o n

9.2, in the f o r m  set out in Exhibit J.

9.3. A d d i t i o n a l  O u t s t a n d i n g  Leases.

(a) S u b j e c t  to the p r ov is i o n s  of s u b s e c t i o n  9.4 below, 

in each i n s ta nc e a f t e r  the Final E f f e c t i v e  D a t e  of this 

S ettlement A g r e e m e n t  w h e n  a sect io n  of N u i q s u t  s u b s u r f a c e  covered 

b y  a ny lease i d e n t i f i e d  in p a r a g r a p h  9.1(c) b e c o m e s  a F u l l y
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C o n v ey ed  Section, then, eff e ct iv e immediately a n d  aut o ma ti ca ll y 

as of that date:

(1) as to the a p pl ic ab le  State p e r c e n t a g e  in N u i qs ut  
subsurface c o v e r e d  b y  that lease, the S t at e shall have the 
right a nd r esponsibility, wit h respect o n l y  to its un di vi de d 
interest, in its own d i s c r e t i o n  to a d m i n i s t e r  and enforce 
d i r e c t l y  a n y  t e r m i n a t i o n  provisions, duties, and covenants, 
express or implied, u n d e r t a k e n  b y  or i m p o s e d  b y  v i rt u e of 
that lease as p r o v i d e d  in subsections 4.6 a n d  4.9 of this 
S ettlement A g r e e m e n t  in the same m a n n e r  as if the lease had 
b e e n  e x e c u t e d  p u r s u a n t  to and in- full c o m p l i a n c e  w i t h  the 
rights, powers, duties, a n d  obligations of the State as 
e xe cutive u n d e r  this Settle me nt  Agreement, a n d  the State 
shall li ke wi s e h a v e  the right and responsibility, as 
co nt em p l a t e d  in s ub se c t i o n s  4.7 and 5.1 of this Settlement 
Agreement, to r e c e i v e  p a ym en t  directly f r o m  the lessee of 
the a p pl ic ab l e S t a t e  p e r c e n t a g e  of all s u b s u r f a c e  revenues 
at tr ib u t a b l e  to the N u i q s u t  subsurface that the lessee is 
thereafter o b l i g a t e d  to p a y  un de r  the terms of the lease; 
and

(2) as to the a p p l i c a b l e  AS R C p e r c e n t a g e  in N u i q s u t  
subsur f ac e c o v e r e d  b y  the lease, ASR C shall hav e the right 
a n d  responsibility, w i t h  respect only to its u n d i v i d e d  
interest, in its o w n  d i s c r e t i o n  to a d m i n i s t e r  a n d  enforce 
d i r e c t l y  a n y  t e r m i n a t i o n  provisions, duties, a n d  covenants, 
express or implied, u n d e r t a k e n  b y  or i m p o s e d  b y  v i r t u e  of 
that lease as p r o v i d e d  in subsections 4.6 a n d  4.9 of this 
Settlement A g r e e m e n t  in the same m a n n e r  a3 if the lease had 
b e e n  e x e c u t e d  p u r s u a n t  to and in full c o m p l i a n c e  w i t h  the 
rights, powers, duties, a n d  obligations of the State as 
executive u n d e r  this Se t tl em en t Agreement, - a n d  A S R C  shall 
li ke wi se  have the right a n d  responsibility, as c o nt em pl at ed  
in subsections 4.7 and 5.1 of this S et tl em en t Agreement, to 
receive p a y m e n t  d i r e c t l y  from the lessee of the a pp li c a b l e  
A S R C  p e r c e n t a g e  of all s ubsurface revenues a t t r i b u t a b l e  to 
the N u i q s u t  s u b s u r f a c e  that the lessee is t h e r e a f t e r  
o b l i g at e d to p a y  u n d e r  the terms of the lease.

(b) W h e n  a  s e c t i o n  of N u i qs u t s u b s u r f a c e  c o ve re d b y  a 

lease d e s c r i b e d  in p a r a g r a p h  9.1(c) becomes a F u l l y  C o n v e y e d  

Sect io n a ft er  the F i n a l  E f f e c t i v e  Da te  of this S e t t l e m e n t  

Agreement, then (subject to s ub se ct io n 9.4 below, if applicable) 

that lease will b e c o m e  subject to the rights of the State and 

ASRC pur s ua nt  to s e c t i o n s  4 a n d  5 and the o ther p r o v i s i o n s  of 

this Settlement A g r e e m e n t  as if the lease had b e e n  e x e cu te d  

pu rsuant to and in full compliance with the rights, powers,
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duties, and o b li g at io ns  of the St at e as executive u n d e r  this 

S e tt le m e n t  Agreement, a nd a n y  r e s er va ti on  to the S tate or release 

or t r a n s f e r  f r o m  the State to A S R C  of rights to "administer" that 

lease as p r o v i d e d  in s e c t i o n  1 4 (g) of A N C S A  shall t h e r e a f t e r  be 

w a i v e d  a n d  i n ef f ec ti ve  to the end that the a d m i n i s t r a t i o n  of the 

lease shall t he re a f t e r  be g o v e r n e d  and c o nt ro ll ed  b y  the terms 

a n d  p r o v i s i o n s  of this S e t t l e m e n t  Agreement.

N u i q s u t  s u b s u r f a c e  cover ed  b y  a lease d e s c r i b e d  in p a r a g r a p h  

9.1(c) b e c o m e s  a F u l l y  C o n v e y e d  S e c t i o n  a f t e r  the Final E f f e c ti v e 

D a t e  of this Se tt l e m e n t  Agreement, A S R C  a n d  the State will join 

in e x e c u t i n g  a n d  will d e l i v e r  to the lessee un de r that lease a 

notice of the p r o v i s i o n s  of a nd of the rights of the S ta te  a n d  

ASRC, respectively, w i t h  res pe ct  to that lease u n d e r  this 

s u b s e c t i o n  9.3, in the f o r m  set out in Exhibit J.

9.4. S e g r e g a t i o n  of L e a s e d  Lands.

S e t t l e m e n t  A g r e e m e n t  as to leases d e s c r i b e d  in p a r a g r a p h  9.1(b), 

and e f f e c t i v e  on or b e f o r e  the date w h e n  a s e ct io n  of N u i q s u t  

s u b s u r f a c e  c o v e r e d  b y  a l e a s e  d e s c r i b e d  in p a r a g r a p h  9.1(c) 

b e co me s a  F u l l y  C o n v e y e d  Section, the State is e n t i t l e d  to a nd 

shall s e g r e g a t e  out those l e a s e d  lands not incl ud e d in a F u l l y

C o n v e y e d  S e c t i o n  of N u i q s u t  su bs u r f a c e  cove r ed  b y  that lease a n d  

t h er eb y c reate two leases o ut of the lease, so as to m a k e  the 

p r o v i s i o n s  of s u b s e c t i o n  9.2 or 9.3 (as applicable) e f f e c t i v e  

o n l y  as to that lease c o v e r i n g  the Nuiqstit su bs ur f a c e  that is 

c o e x t e n s i v e  w i t h  the lands i n c l u d e d  in one or mor e F u l l y  C o n v e y e d  

S e c t io ns  of N u i q s u t  subsurface.

9.5. D i v i s i o n  of R e v e n u e  F r o m  C e r t a i n  Leases.

by less e es  u n d e r  oil and gas leases co vering p ortions of the 

N u i q s u t  subsurface. All of these bonus p ayments have b e e n  

r e c e iv ed  b y  the State, a n d  e i t h e r  or bot h the State a n d  A S R C  have

r e c e i v e d  certa i n rental p a y m e n t s  m a d e  un de r vari ou s leases listed 

in s u b s e c t i o n  9.1 of this S e t t l e m e n t  Agreement. To a v o i d  any

(c) W i t h i n  t h i r t y  (30) days a f t e r  a n y  s e c t i o n  of

On o r  b e f o r e  the Final E f f e ct i ve  D a t e  of this

P ayments of b o n u s  a n d  rentals ha ve  b e e n  a n d  m a y  be mad e
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dispute as to e n t i t l e m e n t  to receive or r etain these bonus or 

rental p a y m e n t s  a n d  a ny other subsur f ac e rev en ue s a t t r i b u t a b l e  to 

the N u i q s u t  s u b s u r f a c e  that the lessees h e r e a f t e r  become 

o bl ig at ed  o r  e lect to p ay u n d e r  the leases, the p a r t i e s  agree 

t h a t :

(a) Pay me n ts  Rec ei v ed  B efore 1 9 9 1 . The State shall be 
e n t i t l e d  to r e t a i n  all bonus p a y me nt s p a i d  to the State 
b e f o r e  J a n u a r y  1, 1991, for a n d  in c o n n e c t i o n  w i t h  all 
leases i d e n t i f i e d  in sect io n  9. of this Se t tl e m e n t  Agreement.

(b) 9.1(a) L e a s e s . A S R C  shall be e n t i t l e d  to retain 
all annu al  renta ls  p a i d  to it u n d e r  ea ch  lease l is te d in 
p a r a g r a p h  9.1(a) of this S et tl em e nt  A g r e e m e n t  b ef or e the 
Final E f f e c t i v e  Date of this S e t t l e m e n t  Agreement, except 
that the p o r t i o n  of the annual rentals for the y e a r  of the 
lease t e r m  d u r i n g  w h ic h the Final E f f e c t i v e  D a t e  occurs 
(allocated on a p e r  d ay basis over that entir e y e a r  of the 
lease term) a t t r i b u t a b l e  to the p e r i o d  a f t e r  the Final 
E f f e c t i v e  D a t e  of this S e tt le me nt  A g r e e m e n t  shall be 
p r o r a t e d  b e t w e e n  A S R C  a n d  the S ta t e in p r o p o r t i o n  to the 
A S R C  p e r c e n t a g e  interest a nd the S t at e p e r c e n t a g e  in terest 
in the N u i q B u t  su bs ur f a c e  c o v e re d b y  the lease. All 
s u b s u r f a c e  r ev en u e s  p a i d  u n d e r  that le a se  a f t e r  the Final 
E f f e c t i v e  D a t e  of this S et tl e m e n t  A g r e e m e n t  shall be p a i d  
d i r e c t l y  to a n d  owned b y  A S R C  a n d  the S t at e in p r o p o r t i o n  to 
the A S R C  p e r c e n t a g e  interest a n d  the S ta te  p er ce n t a g e  
interest, respectively, in the N u i q s u t  s u b s u r f a c e  c o ve r ed  by 
that lease.

(c) 9.1(b) L e a s e s. The S ta te  shall be e n t i t l e d  to 
r e ta in  all a n n u a l  rentals p a i d  to it u n d e r  ea ch  lease l i s t e d  
in p a r a g r a p h  9.1(b) of this S et tl e m e n t  A g r e e m e n t  p r i o r  to 
the Final E f f e c t i v e  D a t e  of this Se tt le m e n t  Agreement, 
except that the p o r t i o n  of the annual rentals a t t r i b u t a b l e  
to N u i q s u t  s u b s u r f a c e  for the y e a r  of the lease t e r m  d u r i n g  
w h i c h  the F in al  E f f e c t iv e Da te  occurs (allocated on a p e r  
d ay basis o v e r  that entire y e a r  of the lease term) 
a t t r i b u t a b l e  to the p e r i o d  a f t e r  the Final E f f e c t i v e  D a t e  of 
this S e t t l e m e n t  A g r e em en t shall be p r o r a t e d  b e t w e e n  A S R C  a n d  
the S t at e in p r o p o r t i o n  to the A S R C  p e r c e n t a g e  interest a n d  
the S t a t e  p e r c e n t a g e  interest in the N u i q s u t  s u b su rf ac e 
covered b y  that lease. All s ub su r f a c e  reve nu es  p a i d  u n d e r  
that lease a t t r i b u t a b l e  to N u i q s u t  su bs u rf ac e a f t e r  the 
Final E f f e c t i v e  D a t e  of this S et tl e m e n t  A g r e e m e n t  shall be 
p a i d  d i r e c t l y  to and wwned by A S R C  a n d  the State in 
p r o p o r t i o n  to the A S R C  p e r c e n t a g e  interest and the State 
p e r c e n t a g e  i n t e r e s t  in the N u i q s u t  su bs ur f a c e  cove re d  by 
that lease.
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(d) 9.1(c) L e a s e s . The S ta te  shall be entitled to
r etai n all annual rentals p a i d  to it u n d e r  each lease listed 
in p a r a g r a p h  9.1(c) of this S e t t l e m e n t  A g reement before the 
l at er  of (i) the Final E f fe ct iv e Da te  of this Settlement 
A g r e e m e n t  o r  (ii) the date w h e n  a s e c ti on  of Nuiqsut 
s u b s u r f a c e  c o v e r e d  b y  the lease b e c o m e s  a F u ll y  Con ve y ed  
Section, e x c e p t  that the p o r t i o n  of the annual rentals
a t t r i b u t a b l e  to that Fu ll y  C o n v e y e d  S e c t i o n  for the yea r  of
the l e a s e  t e r m  d u r i n g  wh ic h that s e c t i o n  of Nuiqsut 
s u b s u r f a c e  b e c o m e s  a Fu ll y C o n v e y e d  S e c t i o n  (allocated on a
p e r  d a y  b a s i s  ov er  that entire y e a r  of the lease term)
a t t r i b u t a b l e  to the p e ri od  a f t e r . t h a t  s e c ti on  of Nuiqsut 
s u b s u r f a c e  b e c a m e  a F u l l y  C o n v e y e d  S e c t i o n  shall be pr orated 
b e t w e e n  A S R C  and the State in p r o p o r t i o n  to the ASRC 
p e r c e n t a g e  i n t e re st  a n d  the St at e p e r c e n t a g e  interest in the 
N u i q s u t  s u b s u r f a c e  in that F u l l y  C o n v e y e d  Section covered by 
that lease. All subsu r fa ce  re v en ue s p a i d  u n d e r  each lease 
a t t r i b u t a b l e  to N u i q s u t  s ub su rf ac e in a Fu ll y C onveyed 
S e c t i o n  a f t e r  the date w h en  that s e c t i o n  has become a F u l ly  
C o n v e y e d  S e c t i o n  shall be p a i d  d i r e c t l y  to an d owned b y  A S R C  
and the S t a t e  in p r o p o r t i o n  to the A S R C  percen t ag e interest 
a nd the S t a t e  p e r c e n t a g e  interest in the N u i q s u t  subsu rf ac e 
in that F u l l y  C o n v e y e d  Sec t io n c o v e r e d  b y  that lease.

(e) C a s h  S e t t l e m e n t . A  c a s h  s et tl em en t shall be m a d e  
b e t w e e n  the S ta te  a n d  A S R C  w i t h i n  t h i r t y  (30) days a f t e r  the 
F inal E f f e c t i v e  D a t e  of this S e t t l e m e n t  A g r e em en t  and w i t h i n  
t h ir ty  (30) days a f t e r  each s e c t i o n  of N u i q s u t  subsurface 
c o v e r e d  o r  a f f e c t e d  b y  a lease d e s c r i b e d  in p a r a g r a p h  9.1(c) 
b e c o m e s  a F u l l y  C o n v e y e d  Section, to effec t the p r o r a t i o n  of 
the s u b s u r f a c e  rentals r equired b y  p a r a g r a p h s  9.5(b), (c), 
a nd (d) . In the event that funds hav e not b e e n  a pp ro p r i a t e d  
to m a k e  a n y  n e c e s s a r y  cash p a y m e n t  to ASRC, the State will 
seek a n  a p p r o p r i a t i o n  in the first a v a i l a b l e  Session of the 
L eg islature.

9.6. N o  W a i v e r  as A g a i n s t  Lessees.

N o t h i n g  in this s e c ti on  9 is i n t e n d e d  or shall be 

c onstrued as a w a i v e r  b y  A S R C  or b y  the St at e  of a ny right as 

against a n y  l e s s e e  u n d e r  a n y  of the leases d e s c r i b e d  in 

paragraphs 9.1(a), (b), a n d  (c), including, with ou t limitation, 

any right w i t h  r e s p e c t  to rentals or o t h e r  su bs u r f a c e  revenues 

b ecoming p a y a b l e  b y  these lessees u n d e r  the terms of their leases 

before the F i n a l  E f f e c t i v e  Dat e of this Se tt le m e n t  Agreement or, 

as to leases l i s t e d  in p a r a g r a p h  9.1(c), b e c o m i n g  payable by 

these les se e s u n d e r  the terms of their leases w i t h  respect to 

N uiqsut s u b s u r f a c e  in a n y  section b e f o r e  the date when that

1991 S e t t l e m e n t  A g r e e m e n t
Page 51 0 0 2 9 1 1 7 . L0



section b e c o m e s  a F u l l y  C o n v e y e d  Section. As to leases l i s te d in 

p a r a g r a p h  9.1(a), the St at e shall be e n t i t l e d  to r e t a i n  all 

rentals or o t h e r  s u b s u r f a c e  revenues, if any, that the lessees 

beco me  o b l i g a t e d  or elect to p ay to the S t a t e  u n d e r  the lease 

terms b e f o r e  the F i n a l  E f f e c t i v e  D a t e  of this S e t t l e m e n t  

Agreement. As to leas es  l i s t e d  in p a r a g r a p h  9.1(b), A S R C  shall 

be e n t i t l e d  to r e t a i n  all rentals or other s u b s u r f a c e  revenues, 

if any, that the l e s s ee s  b e c o m e  o b l i g a t e d  o r  e l e c t  to p a y  to A S R C  

u n de r the lease terms b e f o r e  the Final E f f e c t i v e  D a t e  of this 

S e tt le me nt  A gr ee m e n t .  As to leases listed in p a r a g r a p h  9.1(c), 

A S R C  shall be e n t i t l e d  to retail), all rentals o r  o t h e r  su bs ur f a c e  

revenues, if any, that the lessees b e c om e o b l i g a t e d  o r  elect to 

p a y  to A S R C  u n d e r  the lease terms a t t r i b u t a b l e  to N u i q s u t  

s u bs ur fa ce  in a n y  s e c t i o n  b e f o r e  the date that the s e c t i o n  

b eco me s a F u l l y  C o n v e y e d  Section.

10. M I S C E L L A N E O U S .

10.1. C o n f i d e n t i a l i t y .

E x c e p t  as o t h e r w i s e  r eq ui r e d  b y  law, a l l  information, 

i nc lu di ng  but n o t  l i m i t e d  to geological, g e o p h y s i c a l ,  a n d  well 

d at a that e i t h e r  A S R C  or the State receives f r o m  the o t h e r  party 

as a result of e i t h e r  p a r t y ' s  respect i ve  r ig h ts  a n d  oblig at io n s 

u n d e r  this S e t t l e m e n t  A g r e e m e n t  that is not o t h e r w i s e  p u b l i c l y  

a v a i l a b l e  will b e  c o n s i d e r e d  p r o p r i e t a r y  i n f o r m a t i o n  a n d  kept 

s t r i c t l y  conf id en t ia l.  B e f o r e  a n y  d i s c l o s u r e  of this i n f o r m a t i o n  

b y  e i t h e r  p a r t y  that is m a d e  on the grounds t h a t  d i s c l o s u r e  is 

"required b y  l a w , " the p a r t y  s e e k in g to m a k e  d i s c l o s u r e  will 

c o nf er  w i t h  the o t h e r  party, i d e n t i f y  the i n f o r m a t i o n  to be 

disclosed, i d e n t i f y  the p e r s o n  (s) to w h o m  d i s c l o s u r e  is to b'.. 

made, a n d  s t a t e  the b a s i s  f or its c on cl u s i o n  th at  d i s c l o s u r e  is 

"required b y  law."

10.2. A u d i t  a n d  Review.

U p o n  r e a s o n a b l e  notice, A S R C  a nd the S t a t e  wi l l be 

e ntitled to a u d i t  a n d  r e v i e w  all books, records, f e d er al  or state 

tax returns, data, a n d  in fo r m a t i o n  p o s s e s s e d  b y  the o th er  p ar ty  

that is p o t e n t i a l l y  r e l e v a n t  to the calculation, determination,
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or p a y me nt  of s u bs u rf ac e r e v e n u e s  that have b e e n  i nc o rr e c t l y  or 

i mp ro p e r l y  r e c e i v e d  or are o t h e r wi se  r e q u ir ed  to be h e l d  in trust 

a nd p a i d  o v e r  to the o ther p a r t y  u n d e r  s e c ti on  4 or 5 of this 

S e tt le m e n t  Agreement.

10.3. S u b s u r f a c e  D a t a  Disclosure.

If, b e f o r e  the Final E f f e c t i v e  Da te  of this S e tt le me nt  

Agreement, A S R C  has r e c e i v e d  or has access to and the right to 

o b t a i n  copies of well logs, reports of well tests, a n d  o ther 

g eo lo gi ca l a n d  ge op h y s i c a l  data, o b t a i n e d  fr o m the N u i q s u t  

s ub su r f a c e  or the Point L a y  subsurface, A S R C  will p r o v id e the 

S t at e w i t h  access to and copies of this i n f o r m a t i o n  except wh en  

r e s t r i c t e d  b y  co ntract or l a w  f r o m  d oi ng  so. If the State is 

e n t i t l e d  b y  law to this i n f o r m a t i o n  fr om  t hi rd  parties, it will 

first se ek  to o b t a i n  the i n f o r m a t i o n  fr o m them. A S R C  wi ll  m a k e  a 

g o o d  f aith effort to o bt ai n the consent of the lessee (if consent 

is c o n t r a c t u a l l y  r e q u i r e d ) , to p r o v i d e  the State w i t h  acce ss  to 

a n d  copies of all logs, reports, a n d  data c o n c e r n i n g  the leases, 

b ut A S R C  will not b e  r e q u i r e d  to p a y  m o n e y  or a n y  o t h er  

c o n s i d e r a t i o n  to a third p a r t y  to o b ta in  t h ei r consent. Th e 

State wil l p r o v i d e  A S R C  w i t h  acces s to a n d  copies of well logs, 

reports of well tests, a n d  o t h e r  g eo l og ic al  a n d  g eo ph y s i c a l  data 

it has h e r e t o f o r e  o b t a i n e d  o r  h e r e a f t e r  obtains, or has a ccess to 

a n d  the right to o b t a i n  copies of, except w h e n  r e s t r i c t e d  b y  

con tr ac t or b y  l a w  f r o m  d o i n g  so. T he State will m a k e  a g o o d  

f a i t h  effort to o b t a i n  c o n se nt  f o r  release of this i n f o r m a t i o n  to 

A S R C  w h e n  con se nt  is required, b u t  the State will not be r e q u ir ed  

to p a y  m o n e y  o r  a n y  ot he r  c o n s i d e r a t i o n  to a th ir d p a r t y  to 

o b t a i n  that consent. In e a c h  inst an ce  w h e n  e i th er  the St at e or 

A S R C  grants a l i c e n s e  o r  p e r m i t  to a n y  p e r s o n  to condu ct  seismic 

e x p l o r a t i o n  w i t h i n  the N u i q s u t  su bs ur f a c e  area or P o i n t  L a y  

s ub su r f a c e  a r e a  (which l i c e ns e o r  permi t  is not a S u b s u r f a c e  

A g r e e m e n t as d e f i n e d  in s u b s e c t i o n  11.27), any p e r s o n  a c c e p t i n g  

s uc h a licen se  or p e r m i t  or c o n d u c t i n g  or c a u si ng  to be c o n d u c t e d  

a n y  seis mi c e x p l o r a t i o n  o pe ra t io ns  w i t h i n  the N u i q s u t  su bs u r f a c e  

a r e a  or Po in t L a y  s u b s u r f a c e  ar ea  p u r su a nt  to a n y  such lice n se  or
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p e rm it  shall b e  c o n c l u s i v e l y  d e e m e d  to have, and shall thereby 

have, (i) e x p r e s s l y  c o n s e n t e d  to a n d  v/aived any p r o h i b i t i o n  wi th  

respect to (including, w i t h o u t  limitation, gran ti ng  a n y  consent 

r e q u i r e d  b y  a n d  w a i v i n g  a n y  p r o h i b i t i o n  imposed b y  any law, 

r e g u l a t i o n  or contract) the d i s c l o s u r e  b y  the one of the p a r t i e s  

who g r a n t e d  s u c h  lice n se  or p e r m i t  to the other of the p a rt ie s  of 

all information, data, a n d  m a t e r i a l s  w i t h  respect to s u c h  seismic 

e x p l o r a t i o n  o p e r a t i o n  a n d  i n f o r m a t i o n  o b t a i n e d  or d e v e l o p e d  

inc i de nt  t h e r e t o  or as a r e su lt  thereof w h i c h  is p r o v i d e d  or 

c a u s e d  to be p r o v i d e d  b y  s u c h  l i c e n s e e  or p e r m i t t e e  to the one of 

tho p a r t i e s  w h o  g r a n t e d  su c h l i c e n s e  or p e r m i t  (including, 

w i t h o u t  limitation, the r ight to m a k e  an d r etain copies of any 

such information, data, or m a t e r i a l s ) , but p r o v i d e d  that the one 

of the p a r t i e s  to w h o m  such information, data, or m a t e r i a l s  is 

thus d i s c l o s e d  shall be o b l i g a t e d  to m a i n t a i n  c o n f i d e n t i a l i t y  

w i t h  r e s p e c t  to s u c h  information, data, o r  m a t e r ia ls  as regards 

all o t h e r  p e r s o n s  in the same m a n n e r  a n d  to the same e x te nt  (if 

any) as is r e q u i r e d  b y  law, r e gulation, o r  contract of the one of 

the p a r t i e s  w h o  g r a n t e d  s u c h  l i c e n s e  o r  permit, a n d  (ii) ag reed 

to p e r m i t  e a c h  of the p a r t i e s  a n d  its re p re se nt at iv e s to review, 

e x a m i n e  a n d  (at its expense) c o p y  a n d  r e t a i n  copies of all raw 

a n d  a ll p r o c e s s e d  g e o p h y s i c a l  ^ata, information, a n d  m a t e r i a l s  

o b t a i n e d  o r  d e v e l o p e d  b y  s u c h  l i c e n s e e  or p e r m i t t e e  inc i de nt  to 

or as a r e s ul t of o r  b a s e d  u p o n  s u c h  s e is mi c s u r v e y  operation, 

b u t  p r o v i d e d  that, if r e q u e s t e d  b y  s u c h  licensee or permittee, 

the p a r t i e s  (or s u c h  one of the p a r t i e s  w h o  has reviewed, 

examined, o r  c o p i e d  su ch  data, information, or materials) shall 

m a i n t a i n  c o n f i d e n t i a l i t y  w i t h  r e s p e c t  to s u c h  data, information, 

a n d  m a t e r i a l s  a n d  shall not d i s c l o s e  same to other p e r s o n s  other 

than to its or t h e i r  e m p l oy ee s  a n d  c o ns ul ta nt s (who shall be 

r e q u i r e d  to a g r e e  that th ey  will l i k ew is e m a i n t a i n  

confidential.' ;y w i t h  resp ec t thereto) or as requ i re d by law. As 

c o t e n an t s o w n i n g  the N u i q s u t  s u b s u r f a c e  a n d  the Point L a y  

subsurface, the S t a t e  and  A S R C  c o v e n a n t  a n d  agree that the p o w e r  

or right of each 'o f  the S t a t e  a n d  A S R C  to a u t h o ri ze  ot he r p e r so ns
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to conduct s e i s m i c  e xp lo r a t i o n  o perations on the N u iq su t 

s ubsurface a r e a  o r  Point La y subsurface area p ursuant to licenses 

or permits (which are not Subsur fa ce  A g r e e m e n t s  as defi n ed  in 

subse ct io n 11.27) g r a n t e d  by the State o r  A S R C  is and  shall be 

expressly s u b j e c t  to the terms and p r o v i s i o n s  of the last 

p r ec ed in g s e n t e n c e  of this subsection, w h i c h  shall be deem ed  

covenants r u n n i n g  w i t h  the land and shall b e  b i n d i n g  u p o n  any  

licensee or p e r m i t t e e  a c c e pt in g such a lic en se  or pe rmit or 

conducting o r  c a u s i n g  to be co n du ct ed  a n y  seismic explo ra ti on  

operation w i t h i n  the N u i q s u t  su bs u rf ac e a r e a  or Po i nt  L a y  

subsurface area, w i t h o u t  the n e c e s s i t y  of r e f e re nc e  thereto or 

inclusion t h er eo f  in such license or permit.

10.4. Setoff.

N e i t h e r  A S R C  n or the State m a y  c l a i m  a setoff a g a in st  

moneys owed e i t h e r  p a r t y  u n d e r  this S e t t l e m e n t  Agreement, or o w e d  

u n d e r  a n y  o t h e r  a g r e e m e n t  or law, in o r d e r  to re duce a n y  p a y m e n t  

of s ub su r f a c e  r e v e n u e s  due u n d e r  this S e t t l e m e n t  Agreement, 

except as follows:

(a) If the Le g is l a t u r e  fails o r  refuses, in a time ly  
manner, to a p p r o p r i a t e  for paym en t  a n y  s u m  the State might 
owe A S R C  u n d e r  this Settlement A g r e e m e n t  and  for w h i c h  A S R C  
has no right to enforce a direct p a y m e n t  f r o m  a third p e r s o n  
u n de r s u b s e c t i o n  5.1, then A S R C  may, in m a k i n g  a n y  paym en t  
of a n y  s u m  d u e  the State, deduct (as a setoff fr om  the total 
a mount due) the u n a p p r o p r i a t e d  a m ou nt  the S tate owes ASRC.

(b) If e i t h e r  ASR C or the S t a t e  secures a state or 
federal court j udgment against the o t h e r  party, then the 
amount of the u n p a i d  judgment (including attorneys' fees and 
costs a w a r d e d  b y  the court) and a n y  p o s t  judgment interest, 
m a y  be set off against a n y  payment o th erwise due u n d e r  this 
S e t t l e m e n t  A greement.

10.5. N o t i f i c a t i o n  and C o n s u l t a t i o n  C o n c e r n i n g  Disputes.

(a) N e i t h e r  A S R C  nor the S ta te  m a y  initiate l i t i g a t i o n  

against the o t h e r  p a r t y  to enforce or to see k a d e c l a r a t i o n  of 

the effect of any p r o v i s i o n  of this S e t t l e m e n t  A g r e e m e n t  u n le ss  a 

writ te n d e m a n d  is d e l i v e r e d  to the other p a r t y  d e s c r i b i n g  in 

reasonable detail:

(1) the n at ur e of the dispute b e t w e e n  the parties;
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(2) the legal a n d  factual basis for a n y  action or 
co mp en s a t i o n  demanded; and

(3) the a c t i o n  or c o m p e n s a t i o n  demanded.

The p a r t y  r e c e i v i n g  the d e m a n d  wi ll  have t h i r t y  (30) days from 

receipt to d e l i v e r  a response, in writing, to the demanding 

party. If no w r i t t e n  r e s p on s e is re c ei v e d  w i t h i n  thir ty  (30) 

days, the p a r t y  m a k i n g  the d e m a n d  m a y  thereafter, but not before, 

initiate l i t i g a t i o n  a g a in s t the o t h e r  p a r t y  to enforce or to seek 

a de cl ar a t i o n  of the effect of a n y  p r o v i s i o n  of this Settlement 

Agreement. If a timely w r i t t e n  re sp o n s e  is received, the parties 

will have t h ir ty  (30) a d d i t i o n a l  days to c o n s u l t  a n d  to attempt 

settlement of the dispute. If n o  s et t le me nt  is reached within 

that thirty (30) d a y  period, then eith er  p a r t y  m a y  thereafter 

initiate l i t i g a t i o n  a g a i n s t  the o t h e r  p a r t y  to e n f o rc e or seek a 

d ec la r a t i o n  of the e f f e c t  of a n y  p r o v i s i o n  of this Settlement 

Agreement. T he n o t i c e  r e q u i r e m e n t s  of this p a r a g r a p h  (a) will 

not al te r  the e f f e c t  of a n y  a p p l i c a b l e  s t a t u te  of limitations on 

ASRC's or the S t a t e ' s  claims.

(b) A S R C  wi ll  n o t i f y  the State if it has knowledge 

that a p a r t y  to a l e a s e  o r  o t h e r  S u b s u r f a c e  A g r e e m e n t  affecting 

the N u i q s u t  s u b s u r f a c e  o r  the P o i n t  L a y  s u b s u r f a c e  has, in ASRC's 

judgment, b r e a c h e d  a  t e r m  of that lease or o t h e r  Subsurface 

Agreement. The n o t i c e  wil l b e  g i v e n  to the S t a t e  at least thirty 

(30) days b e f o r e  A S R C  files a n y  suit a g a i n s t  a n y  p e r s o n  

concerning the brea ch ; however, in the case of a n  em er ge nc y or 

other ci rc um s t a n c e  i n  which, in A S R C ' s  goo d f ai t h judgment, A S R C  

m a y  s uffer i r r e p a r a b l e  h a r m  if fi ling of a suit is delayed, ASR C 

m a y  file suit a g a i n s t  a n y  s u c h  p e r s o n  b e f o r e  e x p i r a t i o n  of the 

thirty (30) da y peri od . Likewise, the State wi ll  n o ti fy  ASRC if 

it has kn o wledge that a p a r t y  to a lease or o t h e r  Subsurface 

A g r e e me n t a f f e c t i n g  the N u i q s u t  s ub su r f a c e  o r  the P oi nt  Lay 

subsurface has, in the State's judgment, b r e a c h e d  a term of that 

lease or o ther S u b s u r f a c e  Agreement. The n o t i c e  will be given to 

AS RC  at least t h i rt y (30) days b e f o r e  the St at e files any suit 

against any p e r s o n  c o n c e r n i n g  the breach; however, in the case of
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an emergency o r  o t h e r  c i r c u m s t a n c e  in which, in the State's good 

faith judgment, the St at e m a y  s u ffer i r reparable h a r m  if filing 

of a suit is delayed, the State may file suit a g a i n s t  a n y  such 

p e r s o n  b ef or e e x p i r a t i o n  of the thirty (30) d ay period.

10.6. P a y m e n t  of L e g a l  Rat e of Interest.

If e i t h e r  the S t a t e  or A S R C  incurs the d i r e c t  

r e sp on s i b i l i t y  to m a k e  a p a y m e n t  (or d e l i v e r y  of product, if in 

kind) due u n d e r  this S e t t l e m e n t  Agreement, a n d  is late in doing 

so, the payee shall be e n t i t l e d  to the legal r at e  of i nterest on 

the amount due fr om  the d a t e  payment s ho ul d h a v e  b e e n  m a d e  or the 

p rodu ct  delivered. If the d e l i v e r y  was to be in kind, the 

"amount due" will be its f ai r  m a r k e t  v a l u e  at the d a t e  a n d  place 

d e l i v e r y  was due.

10.7. Interpretation.

(a) This S e t t l e m e n t  A g r e e m e n t  w i l l  b e  c o n s t r u e d  a n d  

e n f or ce d in a c c o r d a n c e  w i t h  a nd g o v e r n e d  b y  the laws of the State 

of Alaska.

(b) B o t h  A S R C  a n d  the State are j o i n t l y  a n d  e q u a l l y  

respo n si bl e for the d r a f t i n g  of this S e t t l e m e n t  Ag re em e n t .  A n  

ambiguity, if any, in this S et tl e m e n t  A g r e e m e n t  m a y  n o t  be 

c o n s t r u e d  a g a in st  one p a r t y  o r  the ot he r  as its drafter. This 

Settl e me nt  A g r e e m e n t  will b e  con st ru e d i n d e p e n d e n t l y  of a n y  draft 

settl em en t p r o p o s a l s  o r  d r a f t  settlement documents.

(c) In i m p l e m e n t i n g  the terms a n d  intent of this

S et tl em en t Agreement, A S R C  a n d  the State u n d e r s t a n d  that it is an

enfo r ce ab le  contract b e t w e e n  them. Eac h will deal w i t h  the other

to implement it in a c c o r d a n c e  w i t h  its terms in g o o d  f a i t h  and 

f airly or in a c c o r d a n c e  w i t h  a n y  a pp li ca b le  h i g h e r  s t a n d a r d  of 

conduct that m a y  be i m p o s e d  e l s e wh er e in this S e t t l e m e n t  

A g r e e m e n t .

(d) The ca pt io ns  u s e d  in this S e t t l e m e n t  A g r e e m e n t  are 

for c on venience onl y  a n d  w i l l  not control or a f f e c t  the m e a n i n g  

or c o ns tr uc ti o n of a n y  of its provisions.

(e) This S e t t l e m e n t  Ag re em en t  i n c or po r at es  all 

Exhibits that are r e f e r r e d  to in it. In turn, w h e n  a n  Exhibit to
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chis S e t t l e m e n t  Agreement, such as a deed, references an atta ch ed  

exhibit, the a t t a c h e d  exhibit will be inco rp or at e d in the 

Exhibit.

(f) This Settlement A g r e e m e n t  contains the entire

a g r e e m e n t  a n d  u n d e r s t a n d i n g  of the S ta te  and A SR C  w i t h  respect to

its subject matter. Except as p r o v i d e d  w i t h  respect to the 1974

A g r e e m e n t  in s u bs ec ti on  1.3 of this Settle me nt  Agreement, all

p r i o r  understandings, agreements, promises, warranties, 

representations, covenants, or o t h e r  u nd er t a k i n g s  b e t w e e n  the 

p a r t i e s  w i t h  respect to its subj ec t  m a t t e r  are r e v o k e d  u p o n  the 

P inal E f f e c t i v e  D a t e  of this S e t t l e m e n t  Agreement.

(g) N o t h i n g  in this S e t t l e m e n t  A g r e e m e n t  ab ro ga te s or 

limits the State's powers or d ut ie s u n d e r  the common l a w  p ub li c 

trust doctrine, or article VIII, s e c t i o n  14 of the A l a s k a  

Constitution, or AS 38.05.127-3 8. 0 5. 12 8.

(h) This S et t le me nt  A g r e e m e n t  does not create, 

validate, or r ei nstate any third p a r t y  interest w h i c h  i3 not 

o t h e r w i s e  v a l i d  a n d  extant.

(i) N o t h i n g  in this S e t t l e m e n t  A g r e e m e n t  shall 

d i m i n i s h  or a f f ec t  in ariy w a y  a n y  rights of the State w i t h  

resp ec t to K u u k p i k  C or po r a t i o n  u n d e r  the 1974 Agreement.

10.8. Amendment; Waiver; Consent.

N o  a me n dment or w a i v e r  of a right u n d e r  this S e t t l e m e n t  

Agreement, or consent req ui re d b y  a p r o v i s i o n  of this S e t t l e m e n t  

Agreement, w i l l  be ef fe c ti ve  u nl es s m a d e  in a w r it in g  s i g n e d  by 

each party, a n d  (if requ ir ed  b y  law) submitted to the A l a s k a  

L e g i s l a t u r e  f o r  approval. For the State, b o t h  the A t t o r n e y  

G e n e r a l  a n d  the C o m m i s s i o n e r  m u s t  si gn  for a change or w a i v e r  to 

be effective. For ASRC, its Pr es i d e n t  o r  any V i c e  P r e s i d e n t  may 

sign.

10.9. Notices.

(a) To be effective, a n y  n o t ic e or other c o m m u n i c a t i o n  

g iv en  u n d e r  this S et t le me nt  A g r e e m e n t  must be in w r i t i n g  a n d  will 

be d e e m e d  to have b e e n  g iv en  if (i) d e l i v e r e d  in p e r s o n  or 

d e p o s i t e d  in the U n i t e d  States mail, sent by r eg is t er ed  or
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ce rtified mail, r e tu rn  rece i pt  r e q u e s t e d  a n d  first-class post ag e 

prepaid, o r  (ii) sent by t e l ec op y or o t h e r  e lectronic 

t r a n s m i s s i o n  a n d  c o n f i r m e d  b y  a copy d e p o s i t e d  in the Unit ed  

States mail, sent b y  r eg is te re d o r  c e r t i f i e d  mail, r eturn receipt 

r eq ue s t e d  a n d  f ir st -c la s s p o s t a g e  prepaid, in ea ch  case a d d r e s s e d  

to the p a r t y  for w h o m  it is intended, as follows:

(i) If to ASRC: A r c t i c  S l o p e  Regional C o r p o r a t i o n
(1230 A g v i k  Street)
P. 0. B o x  129 
Barrow, A l a s k a  99723 
Attent io n:  J a c o b  Adams, President

T e l e c o p y  No.: (907) 852-5733

W i t h  a copy to: Wickwire, Greene, Crosb y &
Seward, P.L.

N a t io na l  Building, Suite 506 
1008 W e s t e r n  A v e n u e  
Seattle, W a s h i n g t o n  98104 
A t te nt io n:  James W i c kw ir e

T e l e c o p y  No.: (206) 623-5670

(ii) If to the State: The S t a t e  of A l a s k a
D e p a r t m e n t  of N a t ur al  R es ou rc e s 
D i v i s i o n  of Oil a n d  Gas 
P. 0. B o x  107034 
Anchorage, A l a s k a  99510-7034 

T e l e c o p y  No.: (907) 562-3852

W i t h  a cop y to: T h e  S ta te  of A l a s k a
D e p a r t m e n t  of N a t u ra l Re sources 
D i v i s i o n  of Oil a n d  Gas 
P. 0. B o x  107034 
Anchorage, A l a s k a  99510-7034 
A t te nt io n:  Carol Wilkinson,

L ease A d m i n i s t r a t i o n  
T e l e c o p y  No.: (907) 562-3852

The names a n d  a d d r e s s e s  of a p a r t y  m a y  b e  c h a ng ed  by w r i t t e n

n o t ic e to the o t h e r  p a r t y  p u r s u a n t  to this provision.

(b) E a c h  of tha p a r t i e s  will, w i t h i n  t hirty (30) days,

n o t i f y  the other, in w r i t i n g  (i) if it en ters into an ag reement

o r  takes a n  a c t i o n  to amend, supplement, extend, au th o ri ze

s u s p e n s i o n  of o p e r a t i o n s  under, or te rm in at e a S u bs ur f a c e

A g r e e m e n t  as to its u n d i v i d e d  interest in a ny N u i q s u t  s ub su r f a c e

or Point L a y  s u b s u r f a c e  cov er e d thereby, (ii) if it makes a n
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assig n me nt  or c on ve y a n c e  to a ny p e r s o n  p e r m i t t e d  u n d e r  section 7 

of any of its r ights or duties u nder this S e t t l e m e n t  A gr eement or 

of all or a n y  interest in its u n d i v i d e d  p e r c e n t a g e  interest in 

all or a n y  p o r t i o n  of the N u iq su t  s u b s u r f a c e  or the Point Lay 

subsurface as d e s c r i b e d  in p ar a gr ap h 7.3(b), (iii) if it 

determines that a Su bs u r f a c e  A g r e em en t c o v e r i n g  its u n d i v id e d 

interest in a n y  p o r t i o n  of the N u i qs ut  s u b s u r f a c e  or Point Lay 

subsurface has t e r m i n a t e d  or expi re d or b e e n  r e l i nq u is he d b y  the 

h o lder t h e re of  a s  to all or a ny p o r t i o n  of s u c h  subsurface, (iv) 

if it e x e cu t es  a S ub su r f a c e  Agreement c o v e r i n g  its interest only 

in any p o r t i o n  of the N u i q s u t  s ub su rf ac e or Po in t L a y  s ubsurface 

as to w h i c h  the E x e c u t i v e  Rights have b e e n  s u s p e n d e d  p ursuant to 

su bs ec ti on  6.1, o r  (v) as to ASRC, if it has e x e c ut ed  and 

r ecorded a n o t i c e  p u r s ua nt  to p a r a g r a p h  6.3(a) te rminating the 

s us pe n s i o n  of the E x e c u t i v e  Rights as to a  p o r t i o n  of the N u i q s u t  

subsu rf ac e o r  P o i n t  L a y  Subsurface.

10.10. A t to rn ey s'  Fees.

If a co ur t a c t i o n  is c o m m en ce d to e n f o r c e  or to se ek  a 

d e c l a r a t o r y  j u d g m e n t  as to the effect of a n y  p r o v i s i o n  of this 

S et tl em en t A g r e e m e n t  b y  either the State or ASRC, then the court 

as part of its j u d g m e n t  shall a w a r d  the p r e v a i l i n g  p a r t y  its 

actual attorneys' fees (measured at a r e a s o n a b l e  h o u r l y  rate for 

private p r a c t i t i o n e r s  in the locale of the litigation) and  costs.

10.11. D e f e n s e  of S et t le me nt  A g r e e m e n t  a n d  P r o p e r t y
I ntere st s.

(a) E x c e p t  as the oblig at io n is s ol el y A S RC's u n d e r  

p a r a gr a ph  (b) below, the State a n d  A S R C  w i l l  j o i n t l y  a n d  in go od  

faith d e f e n d  the l e g a l i t y  a n d  e n f o r c e a b i l i t y  of the p ro vi s io ns  of 

this S e t t l e m e n t  A g r e e m e n t  in any l it i g a t i o n  b r o u g h t  by any 

person. In the e v e n t  that AS RC  o r  the St at e is n a m e d  as a p a r t y  

to l i t i g a t i o n  c o n t e s t i n g  the legality or e n f o r c e a b i l i t y  of any 

p r ov is io n of this S e tt le m e n t  Agreement u n d e r  claims other than 

those that m i g h t  b e  made u n d e r  A N C S A  or the 7 (i) Agreement, then 

the other p a r t y  wi l l see k  to intervene a nd a l i g n  itself as a 

p arty w i t h  the n a m e d  party. The State a n d  A S R C  each will bea r
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its own costs, i n c l u d i n g  attorneys' fees, i n c u r r e d  in such 

litigation.

(b) A S R C  will defend, indemnify, a n d  h o l d  the State 

harmless from a n y  clai ms  m a d e  by a n y  p e r s o n  to the interests in 

the N u i q s u t  s u b s u r f a c e  o r  to the su bs u r f a c e  r e v e n u e s  attributable 

to such interest in the N u i q s u t  su bs ur fa ce  that the State is 

en ti tl ed  to p u r s u a n t  to this S et tl e m e n t  A greement, if those 

claims are made u n d e r  A N C S A  o r  the 7 ( i ) Agreeme nt . A S R C  will not 

oppose a timel y m o t i o n  to in tervene b y  the S t a t e  in that 

litigation.

(c)- A S R C  will not, d i r e c t l y  or indirectly, support or 

cause to be broug ht  b y  itself or b y  a n y  o t h e r  p e r s o n  any 

challenge in any f o r u m  or p r o c e e d i n g  to the Sta te 's  title to or 

o wn ership of the a p p l i c a b l e  State p e r c e n t a g e  in a n d  to the 

N u i q s u t  s ub s ur fa ce  o r  the P oi nt  L a y  su bs ur f a c e  p r o v i d e d  in this 

S ettlement A g r e e m e n t  to b e  c o n v e y e d  to or r e s e r v e d  b y  the State. 

Likewise, the S ta te  wi ll  not, d i r e c t l y  or indirectly, support or 

cause to be b r o ug ht  b y  itself or b y  a n y  o t h e r  p e r s o n  a ny 

challenge in a n y  f o r u m  or p r o c e e d i n g  to A S RC 's  t i tl e to or 

ow ne rship of the a p p l i c a b l e  A S R C  p e r c e n t a g e  in a n d  to the Nuiqsut 

s ubsurface or the P o i n t  L a y  su bs ur f a c e  p r o v i d e d  in this 

S ettlement A g r e e m e n t  to b e  c o n v e y e d  to or r e s e r v e d  b y  ASRC.

Except as o t h e r w i s e  e x p r e s s l y  p r o v i d e d  in s u b s e c t i o n  2.3 of this 

Settlement Agreement, loss o r  failure of title to a n y  par t  of or 

interest in the N u i q s u t  s u b s u r f a c e  or the P o i n t  L a y  subsu rf ac e  

shall not a l t e r  or a f f e c t  the o w n e r sh ip  as b e t w e e n  A S R C  a n d  the 

State, in u n d i v i d e d  i n t e r es t s in p r o p o r t i o n  to the appli ca b le  

A S R C  p er c en t a g e  a n d  the a p p l i c a b l e  St at e percentage, 

respectively, of the r e m a i n i n g  parts of or i n t e r e s t s  in the 

N u i q s u t  s u b s u r f a c e  o r  the P o i n t  L a y  su bs u r f a c e  as p r o v i d e d  for in 

this Settlement Agreem en t .

(d) E a c h  p a r t y  will, w i t h i n  t h ir ty  (30) days, notiiy 

the other, in writing, in the event that the title to all or part 

of a n y  interest in the s u b s u r f a c e  (including u p l a n d s  a n d  

su bmerged lands) a f f e c t e d  b y  this Settl em e nt  A g r e e m e n t  is
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q u e s t i o n e d  in a n  a d m i n i s t r a t i v e  or judicial proceeding. Each 

p a r t y  will h a v e  the right to intervene at its own  e x p e n s e  in any 

su c h proce ed in g.

(e) E a c h  p a r t y  will, w i t hi n thir ty  (30) days, n ot if y 

the other, in writing, in the event a d i s p u t e  a rises as to the 

i n t e r p r e t a t i o n  of a S u b s u r f a c e  A g r e e m e n t  c o n c e r n i n g  e i t h e r  the 

Point L a y  s u b s u r f a c e  or the N u i q s u t  subsurf ac e w h i c h  d i s p u t e  m a y  

affect, d i r e c t l y  or indirectly, revenues s h a re d u n d e r  this 

S e tt le m e n t  A gr ee m e n t .  In the event the d i sp ut e results in an 

a d m i n i s t r a t i v e  o r  judicial p r o c e e d i n g  i n v o l vi ng  e i t h e r  p a r t y  an d  

a n o t h e r  person, then the o t h e r  p a r t y  will have the right to

i nt er ve ne  at its own e x p en se  in that proceeding.

(f) A  party's d e c i s i o n  not to in t er ve ne  as m i g h t  be

a l l o w e d  u n d e r  p a r a g r a p h s  (d) a n d  (e) above will not  r e l i e v e  the

o t h e r  p a r t y  of a n y  o b l i g a t i o n  otherwise ow ed  u n d e r  this 

S e tt le m e n t  Agree me nt .

10.12. R u l e  of E v i d e n c e  408.

A l a s k a  Evi de nc e R u l e  408 a nd Federal R u l e  of E v i d e n c e  

408 b o t h  p r o s c r i b e  the a d m i s s i o n  into e v i d en ce  of d i s c u s s i o n s  of 

c o mp ro mi se  a n d  settlement, ex cept u n d e r  c e r t a i n  circumstances. 

This S e t t l e m e n t  A g r e e m e n t  is in settle m en t of d i s p u t e d  m a t t e r s . 

Accordingly, n e i t h e r  this S e t t l e m e n t  A g r e e me nt  n o r  a n y  of its 

p ro vi s i o n s  m a y  b e  i n t r o d u c e d  as evidence in a n y  l a w s u i t  

c on ce r n i n g  the e n f o r c e a b i l i t y  of any  p r o v i s i o n  of the 1974 

Agreement, be c o n s t r u e d  to b e  a n  a d m i s s i o n  a g a i n s t  e i t h e r  p a r t y  

as to the e n f o r c e a b i l i t y  of any p r o v i s i o n  of the 1974 Agreement, 

or b e  u s e d  f o r  a n y  p u r p os e o t h e r  than e n fo r ce me nt  of this 

S e tt le me nt  Ag re e me nt . Dr af t settlement p r o p o s a l s  a n d  w r i t t e n  or 

oral st a te me nt s m a d e  w i t h  r e s p ec t to this S e t t l e m e n t  A g r e e m e n t ' s  

n e g o t i a t i o n  (including those that m ig ht  b e  m a d e  in effo r ts  to 

secure p a s s a g e  of a law u n d e r  s e ct io n  1) , are for p u r p o s e s  of 

s e tt le me nt  only, a n d  m a y  not be d e em e d ad m is s i o n s  b y  e i t h e r  

party, or o t h e r w i s e  d ee me d a d m i s s i b l e  as e v i de nc e in a lawsuit 

c o nc er ni ng  the e n f o r c e a b i l i t y  of the 1974 Agreement.
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10.13. Assignment; Delegation.

T h e  a ss ig n m e n t  of a n y  rights a n d  the d e l e g a t i o n  of any 

duties u n d e r  this S et tl em en t  A g r e em e nt  are p r o h i b i t e d  exce pt  as 

might b e  e x p r e s s l y  a l l o w e d  in s u b s e c t i o n  7.3 above. S u b j e c t  to 

the r e s t r i c t i o n s  of s e c t i o n  7, the terms and provi si o ns  of this 

S et tl e m e n t  A g r e e m e n t  shall inure to the b e n e f i t  of and be b i nd in g  

u p o n  A S R C  a n d  the State, a n d  e a c h  p a r t y ' s  successors a n d  assigns.

10.14. O t h e r  D o c u m e n t s  a n d  Actions.

T h e  p a r t i e s  a gree to execute a n d  d e l i v e r  to eac h  other 

such d o c u m e n t s  a n d  instruments, i nc luding the Exhibits, as 

p r o v i d e d  for herein, a n d  take su ch  other actions as shall b e  

r e a s o n a b l y  n e c e s s a r y  a n d  a p p r o p r i a t e  to implement, effectuate, 

and c ar r y out the intentions of this S et tl e m e n t  Agreement.

10.15. R e m ed ie s a nd Spe ci fi c Performance.

B o t h  A S R C  a n d  the S ta t e e x p r e s s l y  ag re e that e a c h  m a y  

enforce its r i g h t s  h e r e u n d e r  b y  any and  all remedies a v a i l a b l e  

u n d e r  l a w  or equity. B o t h  A S R C  and  the S ta te  agree that 

i rr ep ar ab l e d a m a g e  w o u l d  o c c u r  if a n y  of the p r o v i s i o n s  of this 

Se tt le m e n t  A g r e e m e n t  we re  n o t  p e r f o r m e d  i n  ac co rd a n c e  w i t h  their 

spe ci fi c t erms or we re  ot he rw is e breached. It is th erefore 

a g r e e d  that A S R C  a n d  the State shall be e n t i t l e d  to an i n j u n c t i o n  

or i nj un c t i o n s  to p r e v e n t  b r e a c h e s  of this Settl em e nt  A g r e e m e n t  

an d to e n f o r c e  s p e c i f i c a l l y  the terms and p r ov is io n s of it in a 

S u p e r i o r  C ou rt  of the S tate of Alaska, in a d d i t i o n  to a n y  o t h e r  

r e m e d y  to w h i c h  t h e y  are e n t i t l e d  at law o r  in equity. N o t h i n g  

in this S e t t l e m e n t  A g r e e m e n t  or i mp le m e n t i n g  legislation, 

however, shall be c o n s t r u e d  to create any right of action, d ir ec t  

or otherwise, in a n y  p e r s o n  not a p a r t y  to this Settl em en t 

A g r e e m e n t .

11. D E F I NI TI ON S.

11.1. A c t i o n  Notice.

"Action Noti ce "  means a writt en  n o ti ce  gi ve n b y  the 

State to ASRC, in the a b s e n ce  of an A p p r o v a l  Agreement, s e t ti ng  

forth the s u b s t a n t i v e  terms a n d  conditions of a p r o p o s e d  

S ub su r f a c e  A g r e e m e n t  or S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  a n d
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describing the N u i q s u t  s u b s u r f a c e  or P o i n t  L a y  subsur fa ce

affected b y  it as m o r e  f u l l y  set forth in p a r a g r a p h  4.3(d) of 

this Settlem en t Ag re em en t .

11.2. ANCSA.

"ANCSA" m e a n s  the A l a sk a N a t i v e  Claims S e t t l e m e n t  Act 

of 1971 (Pub. L. 92-203, 43 U.S.C. §§ 1601 et seq., as amended), 

and "ANILCA" m e a n s  the A l a s k a  Na ti o na l I n t e r e s t  Lands 

C o n se rv at i on  A c t  of 1980 (Pub L. 96-487, D e c e m b e r  2, 1980).

11.3. A p p r o v a l  Agree me nt .

"Approval A g r e e m e n t "  meai.j a w r i t t e n  a g r e e m e n t  exe c ut ed  

b y  the State a n d  A S R C  s e t t i n g  forth the s u b s t a n t i v e  terms a n d  

conditions of a p r o p o s e d  S u b s u r f a c e  A g r e e m e n t  o r  S u bs u r f a c e  

Ag re em en t S o l i c i t a t i o n  as m o r e  f ully set f o r t h  in p a r a g r a p h  

4.3(c) of this S e t t l e m e n t  Agreement.

11.4. C o m m is si on er .

"Commissioner" m e a n s  the C o m m i s s i o n e r  of the D e p a r t m e n t  

of Natural R e s o u r c e s  of the S tate of Alaska.

11.5. C o n s u l t a n t  Group.

" C o ns ul ta n t Group" means the p a n e l  c o n s i s t i n g  of 

Q ua li fi ed  I n d e p e n d e n t  C o n s u l t a n t s  e s t a b l i s h e d  to h e a r  a n d  decide 

p r otests of A c t i o n  N o t i c e s  as mor e f ul ly  set f or th  in p a r a g r a p h  

4.3(h) of this S e t t l e m e n t  Agreement.

11.6. C o n s u l t a n t  Opinion.

" C on su l t a n t  O p i ni on " means a n  o p i n i o n  i ssued b y  a 

Q u a l i f i e d  I n d e p e n d e n t  C o n s u l t a n t  d e c i d i n g  a  p r o t e s t  as mor e fully 

set forth in p a r a g r a p h  4.3 (j) of this S e t t l e m e n t  Agreement.

11.7. Di re ct or .

"Director" m e a n s  t he D i r e c t o r  of the D i v i s i o n  of Oil 

a n d  Gas w i t h i n  the D e p a r t m e n t  of Natu ra l R e s o u r c e s  of the State 

of Alaska.

11.8. E x e c u t i v e  Rights.

" Executive Rights" means the e x c l u s i v e  right, power, 

a n d  a ut ho ri ty  to f o r m u l a t e  a n d  issue S u b s u r f a c e  A g r e e m e n t  

S o licitations a n d  to negotiate, formulate, a g r e e  upon, execute.
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and grant S u b s u r f a c e  A g r e e m e n t s  pursuant to the terms of this 

Settlement Agreement.

11.9. F a i r  M a r k e t  Value.

"Fair m a r k e t  value" means the a mount of m o n e y  that an 

informed purchaser, w i l l i n g  but not ob l ig at ed  to buy, w o u l d  pay 

an informed seller, w i l l i n g  but not ob li ga te d to sell, for 

p a r t i c u l a r  property, goods, or services.

11.10. F i na l E f f e c t i v e  Date.

"Final E f f e c t i v e  Date" means the e f f e c t i v e  date, as 

d e te rm in ed  u n d e r  A S  01.10.070, of a state law a p p r o v i n g  this 

Settlement A g r e e m e n t  as set out in Exhibit A  o r  in such other 

form as m a y  be a p p r o v e d  in w r i t i n g  b y  bot h A S R C  a n d  the 

C ommi ss io ne r of N a tu r al  Resources.

11.11. Final Parti al  Section.

"Final P a r t ia l Section" means a s e c t i o n  of N u i q s u t  

subsurface d e s c r i b e d  in Exhibit E as to w h i c h  th e  B u r e a u  of Land 

M a na ge me nt  g r ants to K u u k p i k  Co rporation the s u r f a c e  esta te  in 

less than all the lands s e l ec te d  b y  Kuukp i k C o r p o r a t i o n  in the 

section in o r d e r  n o t  to e x ce ed  the total n u m b e r  of acres as to 

w h ic h K u u kp ik  C o r p o r a t i o n  is entitled to r e c e i v e  a co nv ey a n c e  of 

the surface e state u n d e r  ANCSA.

11.12. F u l l y  C o n v e y e d  Section.

"Fully C o n v e y e d  Section" means, as of a n y  r elevant 

date, a sect i on  of N u i q s u t  subsurface d e s c ri b ed  i n  E x h i b i t  E as 

to w h i c h  A S R C  has, as of that date, theretofore r e c e i v e d  one or 

m o r e  i n t e r i m  c on ve y a n c e s  or pate nt s from the U n i t e d  States 

conveying to A S R C  the N u i q s u t  subsurface in all lands in that 

entire section to w h i c h  A S R C  is or can b e co me  e n t i t l e d  purs ua nt  

to ANCSA; provided, further, that:

(a) n o  s e c t i o n  of N u i q s u t  subsurface l i s t e d  in this 
p ar ag r a p h  shall be d e e m e d  to be a "Fully C o n v e y e d  Section" 
before the da te  w h e n  all A l a s k a  Native a l l o t m e n t  
a p p li ca t io ns  a f f e c t i n g  that section and l i s t e d  in this 
p a r a g r a p h  have b e e n  a p p ro v ed  and grant ed  or r e j e c t e d  or 
w i t h d r a w n  a n d  all N u i q s u t  subsurface w i t h i n  that s e ct io n now 
covered b y  those A l a s k a  N a ti v e allotment a p p l i c a t i o n s  has 
either b e e n  p a t e n t e d  or te n tatively ap pr o v e d  to the State or
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c o n ve ye d to A S R C  b y  a n  i n t e r i m  conveyance or p a t e n t  from the 
U n i t e d  States:

1991
P a g e

T Q w n s h i b S e c t i o n Native A l l o t m e n t  a p p l i c a t i o n

T10N, R5E U M 16 F11723 S a r a h  K u n a k n a n a
T10N, R5E U M 17 F11723 S a r a h  K u n a k n a n a
T10N, R5E U M 32 F14607 L e f f i n g w e l l  E r i k l o a k
T10N, R5E U M 33 F14607 L e f f i n g w e l l  Er ik lo a k

T12N, R6E U M 1 F13833 A n n i e  A l l e n
T12N, R6E U M 1 F13834 J i m  T. A l l e n
T12N, R6E U M 2 F13833 A n n i e  A l l e n
T12N, R6E U M 2 F13834 J i m  T. A l l e n
T12N, R6E U M 10 F14315 L e n a  B a k e r
T12N, R6E U M 11 F13833 A n n i e  A l l e n
T12N, R6E U M 11 F13835 Neil A l l e n
T12N, R6E U M 11 F14315 Lena B a k e r

T12N, R4E U M 10 F11949 A b r a h a m  W o o d s
T12N, R4E U M 11 F11949 A b r a h a m  W o o d s
T12N, R4E U M 14 F11949 A b r a h a m  W o o d s
T12N, R4E U M 15 F11949 A b r a h a m  W o o d s
T12N, R4E U M 15 F11951 J o e b  0. W o o d s
T12N, R4E U M 14 F11951 J o e b  0. W o o d s

(b) no s e c t i o n  of N u i q s u t  s ub su r f a c e  l i s t e d  i n  this 
p a r a g r a p h  shall b e  d e e m e d  to b e  a  "Fully C o n v e y e d  Section" 
b e f o r e  the e a r l i e r  of (i) the dat e w h e n  all N u i q s u t  
s u b s u r f a c e  w i t h i n  th at  s e c t i o n  n o w  cover ed  b y  a n  A l a s k a  
N a t i v e  a l l o t m e n t  a p p l i c a t i o n  l i s t e d  in this p a r a g r a p h  has 
b e e n  c o n v e y e d  to A S R C  b y  a n  i n t e r i m  c on v ey a n c e  o r  p at en t  
f ro m the U n i t e d  States, o r  (ii) the date w h e n  it is finally 
d e t e r m i n e d  (by final a d m i n i s t r a t i v e  or judicial d e c i s i o n  
a f t e r  c o n c l u s i o n  of a ll appeals) or b y  w r i t t e n  
a c k n o w l e d g m e n t  b y  A S R C  that A S R C  is not e n t i t l e d  to receive 
an i n t e r i m  c o n v e y a n c e  o r  p a t e n t  fr o m the U n i t e d  S t a t e s  of 
the s u b s u r f a c e  w i t h i n  that s e c t i o n  n o w  c o v e r e d  b y  that 
A l a s k a  N a t i v e  a l l o t m e n t  application:

T o w ns hi p S jg - C - t i o n N a t i v e  A l l o t m e n t  a p p l i c a t i o n

T12N, R 4 E  U M  
T12N, R 4 E  U M  
T12N, R 4E U M

15
15
2 2

F 1 1 9 4 7 , N a n y  W o o d s  
F11943, L yd ia  W o o d s  S o v l i k  
F11943, L yd ia  W o o d s  S o v l i k

and

(c) w h e n  A S R C  r e c e i v e s  a n  inte ri m c o n v e y a n c e  o r  patent 
to the N u i q s u t  s u b s u r f a c e  in all the lands in a Fi na l  
Partial S e c t i o n  in w h i c h  the s u r fa ce  estate has b e e n  g r a n te d  
to K u u k p i k  C o rp oration, that p o r t i o n  of the F in al  P a rt i al

S e t t l e m e n t  A g r e e m e n t
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S e c t i o n  w h i c h  shall t h e r e u p o n  be d e e m e d  to be a F u l l y  
C o n v e y e d  S e c t i o n  shall be d e t e r m i n e d  b y  d i v i d i n g  the Final 
P a r t i a l  S e c t i o n  into s i x t e e n  (16) equal q u a r t e r - q u a r t e r  
s u b s e c t i o n s  (each c o n s t i t u t i n g  e i t h e r  the NE, NW, SW, or SE 
q u a r t e r  of the NE, NW, SW, o r  SE q u a r t e r  of the F i na l 
P a r t i a l  S e c t i o n ) , w i t h  the e n t i r e t y  of ea ch  q u a r t e r - q u a r t e r  
s u b s e c t i o n  w i t h i n  w h i c h  a n y  s u b s u r f a c e  is g r a n t e d  to A S R C  in 
the i n t e r i m  co nv ey a n c e  o r  p a t e n t  of s u b s u r f a c e  f r o m  the 
U n i t e d  S t a te s to A S R C  to be i n c l u d e d  in the F u l l y  C o n v e y e d  
Section, a n d  w i t h  the r e m a i n d e r  of the F inal P a r t i a l  S e c t i o n  
to be e x c l u d e d  from the N u i q s u t  s u b s u r f a c e  as p r o v i d e d  for 
in p a r a g r a p h  2.3(b).

11.13. K u u k p i k  A greement.

" K u u kp ik  A gr e e m e n t "  m e a n s  the a g r e e m e n t  a c o p y  of w h i c h  

is a t t a c h e d  as E x h i b i t  K.

11.14. L e g a l  Rate of Interest.

"Legal r a t e  of i nt erest" m e a n s  that rate of s i m p l e  (not 

compounded) in terest e ar ne d o n  m o n e y  due a n d  o w i n g  as e s t a b l i s h e d  

u n d e r  AS 45.45.010(a) (or a n y  s i m i l a r  or s u c c e s s o r  l e g i s l a t i o n  

h e r e a f t e r  enacted) at the time the p r i n c i p a l  s u m  b e c o m e s  due a n d  

o w i n g .

11.15. L i m i t e d  P r u d e n t  L a n d o w n e r  Standard.

" L i m i t e d  P r u de nt  L a n d o w n e r  Standard" m e a n s  the Prud en t  

L a n d o w n e r  S t a n d a r d  except to the e xt en t that the S ta t e is 

p r e v e n t e d  f r o m  c o m p ly in g w i t h  s u c h  s t a nd ar d b e c a u s e  of its duties 

a n d  o bl ig a t i o n s  as s o v e r e i g n  o r  b e c a u s e  of a p p l i c a b l e  fede r al  or. 

state statutes, regulations, a n d  c on st it u ti on al  p ro vi s i o n s ,  

including, b u t  n o t  l i m i t e d  to, those that g o v e r n  p r o t e c t i o n  of 

n a t u ra l r e s o u r c e s  a n d  p r o c e d u r a l  r e q u i r e m e n t s  for d i s p o s a l  of 

interests in S ta te  lands for leasing, exploration, a n d  

d e v e l o p m e n t  of n a t u r a l  resources, subject, however, to the 

p r o v i s i o n s  of s u b s e c t i o n  8.2.

11.16. N u i q s u t  subsurface.

"Nu iq su t su bsurface" m e a n s  the s ub su r f a c e  in a l l  the 

u plan ds  and s u b m e r g e d  lands n o w  a n d  h e r e a f t e r  e x i s t i n g  in the 

f o ll ow in g lands, all l o c a t e d  w i t h i n  the U mi a t M e r i d i a n  (subject, 

if applicable, to the p r o v i s i o n s  of p a r a g r a p h  2.3(b) above):

T .I O N . , R.4E., U.M.
Secs. 1, 2, 12, 13.
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T.10N., R . 5 E ., U.M.
Secs. 1-18, 20-29, 32-36.

T . I O N ., R . 6 E ., U.M.
Secs. 7, 18, 19, 30, 31.

T.11N., R .4 E ., U.M.
Secs. 1-3, 10-16, 22-27, 35, 36.

T.11N., R.5E., U.M.
Secs. 1, 11-15, 19-36.

T . U N . , R.6E., U.M.
Secs. 1-9, 16-20, 29-31.

T.12N., R.4E., U.M.
Secs. 1-5, 8-17, 20-27, 34-36.

T.12N., R.5E., U.M.
Secs. 24, 25, 36.

T.12N., R.6E., U.M.
Secs. 1-5, 7-36.

T.13N., R.4E., U.M.
Secs. 25-28, 32-36.

11.17. T h e  p a r t ie s .

"The p a r t i e s "  m e a n s  A S R C  and the State; unless the 

context c l e a r l y  r ef er s to a third party, "party" means either 

A S R C  or the State..

11.18. Person.

"Person" m e a n s  a natural p e r s o n  a n d  all types of 

pri va te  or g o v e r n m e n t a l  entities, i n cl ud in g but not l i m i t e d  to 

all suc h e n t i t i e s  l i s t e d  in A S  01.10.060(7), and any corporate 

subsid i ar y o r  j o i n t  venture.

11.19. P o i n t  L a y  subsurface.

"Poi n t L a y  subsurface" means the s u b s u r f a c e  in all

uplands and s u b m e r g e d  lands n o w  and h e r e a f t e r  e x i s t in g in the

following lands, all l o c a t e d  w i t h i n  the U mi at  Meridian:

T . I N . , R.45W., U.M.
Secs. 1-36.

T . I N . , R.46W., U.M.
Secs. 1-3, 10-15, 22-27, 34-36.

1991 S e t t l e m e n t  A g r e e m e n t
Pa g e  68 002)117.10



T . 2 N . , R . 4 5 W . , U.M.
Secs. 1-36.

T.2N., R.46W., U.M.
Secs. 2, 2, 10, 11, 14, 15, 22-24, 26, 27, 34-36.

T.3N., R.45W., U.M.
Secs. 1, 2, 11, 12.

T.4N., R.45W., U.M.
Secs. 25, 26, 35, 36.

T.6N., R . 4 3 W . , U.M.
Secs. 1, 2, 11-14, 23-28, 31-36.

T.7N., R.43W., U.M.
Sec. 36.

11.20. P r o p o s e d  A c t i o n  Notice.

" P r o p os e d A c t i o n  N o t i c e"  m e an s a w r i t t e n  notice g iven 

b y  the State to A S R C  d e s c r i b i n g  the p o r t i o n  of N u i q s u t  subsurface 

or Point L a y  s u b s u r f a c e  i n v o l v e d  in a p r o p o s e d  S ub s ur f a c e  

A g r e e me n t or S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  a n d  the nature 

(and, to the e x t e n t  the n k n o w n  b y  the State, the p r o p o s e d  terms) 

of that p r o p o s e d  S u b s u r f a c e  A g r e e m e n t  o r  S u b s u r f a c e  A g r e e m e n t  

S ol ic i t a t i o n  as m o r e  f u l l y  set f orth in p a r a g r a p h  4.3(b) of this 

Settle me nt  A gr e em en t.

11.21. P r o t e s t  Notice.

" Protest N o t ic e " m e a n s  a  w r i t t e n  n o t i c e  g iv en  b y  AS RC  

to the State p r o t e s t i n g  a n  A c t i o n  N o t i c e  a n d  s t a t i n g  the 

objections of A S R C  to s u b s t a n t i v e  terms a n d  c o n d i t i o n s  of a 

proposed* S u b s u r f a c e  A g r e e m e n t  or S u b s u r f a c e  A g r e e m e n t  

Solicitation, as m o r e  f u l l y  set f or th  in p a r a g r a p h  4.3(e) of this 

S ettlem en t Agree me n t.

11.22. P r u d e n t  L a n d o w n e r  Standard.

" Prudent L a n d o w n e r  Standard" m e a n s  the degr ee  of 

diligence and d i s c r e t i o n  that w o u l d  be e x e r c i s e d  b y  a n  average 

landowner, a c t i n g  as a r e a s o n a b l e  a n d  p r u d e n t  p e r s o n  who is 

familiar wi th  p r e v a i l i n g  p r a c t i c e s  and st an d a r d s  in the oil, gas, 

and mineral i n d u s t r y  in the ar ea  at the time, in seeki ng  to cause 

his subsurface to b e  e x p l o r e d  an d d e v e l o p e d  a n d  to ma xi mi ze
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s ubsur fa ce  revenues f r o m  su ch  subsurface a n d  pro te ct  such 

s ub su r f a c e  from drainage.

11.23. Q u a l i f i e d  I n d e p e n d e n t  Consultant.

" Qualified I n d e p e n d e n t  Consultant" means a m e m b e r  of 

the C o n s u l t a n t  G roup as m o r e  fully set forth in p a r a g r a p h  4.3(h) 

of this S et tl em e nt  Agree me n t.

11.24. 7 (i) Ag re em e n t .

" 7 (i) A g r e e m e n t "  m eans the S e ct io n 7 ( i ) S e t t l e m e n t  

A g r e e m e n t  r e a c h ed  in 1982 b e t w e e n  ASRC and other A N C S A  Regional 

Corporations.

11.25. S u b s t a n t i v e  terms a n d  conditions.

" Su bstantive terms a nd conditions" means, b ut is not

l i m i t e d  to, timing of l ea se  sales, lease tract i d e n t i f i c a t i o n  and 

composition, b i d  terms, a n d  lease terms, but shall n o t  include

(i) the exercise b y  th e S t a t e  of its duties and o b l i g a t i o n s  as 

sovereign, (ii) the S t a t e ' s  compliance w i t h  a p p l i c a b l e  federal or 

state statutes, regulations, an d constitutional pr ovisions, 

including, bu t not l i m i t e d  to, those that g ov e rn  p r o t e c t i o n  of 

natu r al  resources a n d  p r o c e d u r a l  requirements for d i s p os al  of 

interests in State lands f or leasing, exploration, a n d  

d ev el o p m e n t  of n a t u r a l  resources, (iii) the g r a n t i n g  of 

e x p l o r a t i o n  in c entive credits against tax o b li ga t io ns  or the 

State's royal ty  int er es t (but not ASRC's royalty interest), or 

(iv) o th er  ex er ci se  of the State's taxing power.

11.26. Subsurface.

"Subsurface" m e a n s  all interests in oil, gas, o r  o ther 

minerals, n o w  k no wn  o r  d i s c o v e r e d  in the future in, on, o r  u n d e r  

la nd  (including all depths, formations, and horizons), t o g e th er  

w i t h  all rights, pr i vileges, benefits, and powers c o n f e r r e d  upo n 

the o w n e r  of that i n t e r e s t  w i t h  respect to the u se a n d  o c c u p a t i o n  

of the surface of, a n d  the subsurf ac e depths under, the lands 

that m a y  be necessary, convenient, or incidental to the 

p o s s e s s i o n  a nd e n j o y m e n t  (and including, without limitation, 

exploring, drilling, developing, producing, mining, saving, 

handling, treating, transporting, marketing, and o p e r a t i n g  the
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oil, gas, o r  o th er  m i n e r a l s ) . However, "subsurface" does not 

i n cl ud e any "mineral" that on J a n u a r y  3, 1959, was sub je c t to 

l o c a t i o n  u n d e r  the m i n i n g  laws of the U n i t e d  States, does not 

include s a n d  a nd gravel (whether or not of an u n c o m m o n  v a r i e t y ) , 

a n d  does not include water.

•11.27. S ub su r f a c e  A gr ee me nt .

"Subs ur fa ce  Ag r ee m e n t "  m e a n s  a ny oil, gas, or mine ra l 

l ease or o t h e r  contract o r  a g r e e m e n t  g r a n t i n g  or a g r e e i n g  to 

g r a n t  to a n y  p e r s o n  a n y  right, title, or interest in or to any 

N u i q s u t  su bs ur f a c e  or P o i n t  L a y  s u b s u r f a c e  or a n y  right, license 

or p er mi t to explore for, develop, produce, or o t h e r w i s e  exploit 

oil, gas, o r  o th er  m i n e r a l s  in, on, or u n d e r  any N u i q s u t  

s u b s u r f a c e  o r  Po in t L a y  subsurface; however, a co ntract or 

a g r e e m e n t  to sell, exchange, or o t h e r w i s e  disp os e of oil, gas, or 

m i n e r a l s  a f t e r  sev er an ce  o r  p r o d u c t i o n  thereof fro m the 

s u b s u r f a c e  is not a "S ubsurface A g re em en t. " Also, a surf a ce  

a u t h o r i z a t i o n  g i v e n  p u r s u a n t  to the State's s o v e re ig n a u t h o r i t y  

(such as land- o r  w a t e r - u s e  permits) is not a  S u b s u r f a c e  

A g r e e m e n t  w h e t h e r  or not the a u t h o r i z a t i o n  is gi ve n  in support of 

d e v e l o p m e n t  of the N u i q s u t  S u b s u r f a c e  or the Point L a y  

Subsurface. Likewise, a l i c e n s e  o r  pe rmit a u t h o r i z i n g  the 

l i c e n s e e  or p e r m i t t e e  to c o nd u ct  s e is mi c e xp lo ra t io n o n  the 

N u i q s u t  s u b s u r f a c e  are a or P o in t L a y  su b su r f a c e  ar e a (which 

l i ce ns e or p e r m i t  does not grant a n y  right to drill e x p l o r a t o r y  

or d e v e l o p m e n t  wells o r  o t h e r w i s e  to p r o d u c e  or remo ve  or a c q u i r e  

a n y  right or interest in oil, gas o r  o th e r min e ra ls  o r  s u bs ur fa ce  

revenues) is not a  S u b s u r f a c e  Agreement, alth ou gh  s u c h  license or 

p e r m i t  shall be subje ct  to the p r o v i s i o n s  of s u b s e c t i o n  10.3.

11.28. S u b s u r f a c e  A g r e e m e n t  Solicitation.

"Subsurface A g r e e m e n t  Solicita t io n"  means a requ es t for 

bids, n o ti ce  of lease sale, or o t h e r  fo r m of s o l i c i t a t i o n  of b i d  

p r o p o s a l s  or offers for S u b s u r f a c e  Agreements; however, for 

pur po se s of this S et tl e m e n t  Agreement, the "issuance" of or to 

"issue" a S u b s u r f a c e  A g r e e m e n t  S o l i c i t a t i o n  includes, w h e n  

applicable, the e x e c ut io n a n d  d e l i v e r y  of a S ub s ur f a c e  A g r e e m e n t

19 9 1  S e t t l e m e n t  A g r e e m e n t
P a g e  71 0029417.10



as d e s c r i b e d  in that S ub su r f a c e  A g r e e m e n t  S o l i c i t a t i o n  in 

accep ta nc e of a b i d  or offer r e c e i v e d  in r e s po ns e to that 

S ub su rf ac e A g r e e m e n t  Solicitation.

11.29. S u b s u r f a c e  revenues.

" S ub su rf ac e  revenues" m e a n s  all b i d  deposits, bonuses, 

rents, net profits, royalties, the p r o c e e d s  of sale or exchanges, 

benefits, o r  a n y  o t h e r  thing of v a l u e  that is r e c e i v e d  and is 

a t tr ib ut ab l e to o r  g e n e r a t e d  fro m  the exploration, development, 

production, or o t h e r  e x pl oi ta t io n of, o r  lease, sale, exchange, 

or other d i s p o s i t i o n  of a n y  in terest in the N u i q s u t  s u bs ur fa ce  or 

the Point L a y  subsurface, as applicable, exce pt  as ex pr es sl y 

o th erwise p r o v i d e d  in p a r a g r a p h  7.3(b) of this Settle m en t 

Agreement. S u b s u r f a c e  rev en ue s  i n c l ud es  all rents, profits, a n d  

royalties, the p r o c e e d s  of sales o r  exchanges, benefits, or a n y  

o ther thing of v a l u e  that is r e c e i v e d  a n d  is a t t r i b u t a b l e  t j or 

g e n e r a t e d  f r o m  the oil a n d  gas leases d e s c r i b e d  in s e c ti on  9 

a tt ri b u t a b l e  to a n y  par t of the N u i q s u t  subsurface. W h e n  

s ubsurface r e v e n u e s  a re re ce iv ed  i n  a fo rm  o t h e r  than cash or 

cash equivalents, the c a s h  fair m a r k e t  v a l u e  at the time of the 

r eceipt will b e  i n c l u d e d  in a n d  c o n s i d e r e d  as s ub su rf ac e  

r e v e n u e s .

S u b s u r f a c e  re ve n u e s  does n o t  incl ud e taxes of a ny k i n d  

o w e d  to the S t a t e  b y  a n y  person, i n c l u d i n g  ASRC. Su bs ur f a c e  

revenues a l s o  do es  not include the c u s t o m a r y  fees charg e d b y  the 

State in c o n n e c t i o n  w i t h  the filing of a n  a p p l i c a t i o n  for a 

permit, lease, license, or m i n in g claim, m i n i n g  lease, or m i n i n g  

l e as ehold l o c a t i o n  that a re g e n e r a l l y  a p p l i c a b l e  to all such 

appl ic at io ns  a n d  are not l i mi te d to or d i f f e r e n t  in amou nt  w i t h  

respect to a p p l i c a t i o n s  p e r t a i n i n g  to N u i q s u t  s ub su r f a c e  or Po in t 

L a y  s u b s u r f a c e  as c o m p a r e d  to o th er  s u b s u r f a c e  areas, or o th er  

like g e n e r a l l y  a p p l i c a b l e  fees c u s t o m a r i l y  c h a r g e d  b y  the State 

for author iz at i on s,  publications, o r  services.

11.30. U n a u t h o r i z e d  Action.

" U n a u t h o r i z e d  Action" m e a n s  the e x e c u t i o n  r ; issuance 

by the State as e x e c u t i v e  of any S u b s u r f a c e  A g r e e m e n t  or
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Subsurfaces A g r e e m e n t  S o l i c i t a t i o n  w h i c h  h a s  not, w i t h i n  s i x  (6)

mont h s b ef o re  e x e c u t i o n  or issuance thereof, either:

(a) b e e n  a p p r o v e d  by an A p p r o v a l  Ag re e m e n t  as to its 
s u b st an ti v e terms a n d  conditions p u r s u a n t  to p a r a g r a p h  
4.3(c); or

(b) b e e n  the subj ec t of an A c t i o n  N o ti ce  r e c e i v e d  b y  
A S R C  p u r s u a n t  to p a r a g r a p h  4.3(d) w i t h  respect to w h i c h  A S R C  
has failed to give a P r o t es t N o t i c e  to the State p u r s u a n t  to 
p a r a g r a p h  4.3(e) w i t h i n  ten (10) days a f t e r  receipt of that 
A c t i o n  Notice; or

(c) b e e n  the subj ec t of a C o n s u l t a n t  O p in i on  rendered 
p u r s ua nt  to p a r a g r a p h  4.3 (j) c o n c l u d i n g  that exe cu ti on  or 
issuance t h e re of  e i t h e r  w o u l d  or w o u l d  not be consistent 
w i t h  the s t a n d a r d  set forth in p a r a g r a p h  4.2(a) of this 
S et tl e m e n t  Agreem en t.

12. SIGNATURES.

counterparts, to b e  e f f e c t i v e  as of the d a t e  of e x e c u t i o n  h e re o f 

set out b e l o w  b y  the  las t of the part i es  n a m e d  b e l o w  w h o  are 

e x e c u t i n g  this S e t t l e m e n t  A g r e em en t on b e h a l f  of A S R C  a n d  the 

State, r espectively. E a c h  will be d e e m e d  a n  original; however, 

all c on st i t u t e  o n e  a n d  the same agreement.

This S e t t l e m e n t  A g r e e m e n t  is b e i n g  s i gn ed  in five (5)

A R C T I C  SL OP E  R E G I O N A L  C O R P O R A T I O N

E x e cu te d
19 9 1

STATE OF A L A S K A

BY: A T T O R N E Y  G E N ER A L
CHAR LE S E. COLE

Executed:
D e c e m b e r  / 3  , 1991 Name: 

T i t l e :

A ND
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BY: S TA TE  O F  A L A S K A
D E P A R T M E N T  O F  N A T U R A L  
RE S OU RC ES

Executed: >
D e c e m b e r  / /  , 1991

T HE STATE OF A L A S K A  §
§  g g  m

J U D I C I A L  D I S T R I C T  §

This is to c e r t i f y  that o n  the 17 4J\ d a y  of December, 
1991, befo re  me a p p e a r e d  J a c o b  Adams, the p e r s o n  w h o  has b e e n  
l a w f u l l y  a u th or i z e d  as the P r e s i d e n t  of A r c t i c  S l o p e  Re gi on al  
Corporation, a c o r p o r a t i o n  o r g a n i z e d  a n d  e x i s t i n g  u n d e r  the laws 
of the state of Alaska, to e x e c u t e  the f o r e g o i n g  d o c u m e nt ; that 
J a c o b  Ad am s  e x e c u t e d  that d o c u m e n t  u n d e r  legal a u t h o r i t y  a n d  w i t h  
k n o w l e d g e  of its contents; a n d  that this act w as p e r f o r m e d  freel y 
a n d  v o l u n t a r i l y  u p o n  the p r e m i s e s  a n d  for the p u r p o s e s  s t a t e d  in 
the document.

Witness m y  hand- a n d  o f f i c i a l  seal the d a y  a n d  y e a r  in 
this c er tificate first a b o v e  written.

N o ta ry  Public in a n d  fN o t a r y  Public in a n d  for A l a s k a
> : • '

M y  C o m m i s s i o n  Expires: '/̂  'AM- •
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No tary Pu&lic in a n d  for A l a s k a

My Commiss io n Expires: C Ub// /0, I'jG'Z

/

1991 S e t t l e m e n t  A g r e e me nt  
Page 75 0 0 2 9 ( 1 7 . 1 0

T H E  S T A T E  O F  A L A S K A

J U D I C I A L  D I S T R I C T  §

Nota r y  Public in a n d  for A l a s k a  

M y  C o m mi ss io n Expires: //-‘72-

W i t n e s s  m y  h a n d  a n d  official seal the d ay a nd y e a r  in 
this c e r t i f i c a t e  first a bove written.

This is to certify that on the /3 d a y  of December,
1991, b e f o r e  m e  a p p e a r e d  CJusJi* f . ____________, the p e r s o n  who
has b e e n  l a w f u l l y  d e l e g at ed  the a u t h or it y of Charles E. Cole, the 
A t t o r n e y  General, State of Alaska, to execute the f or egoing
document; that   executed that d o c u me nt  u n d e r
legal a u t h o r i t y  a n d  w i t h  k n o w le dg e of its contents; a n d  that this 
act was p e r f o r m e d  freely and v o l u n t a r i l y  upo n  the p r e mi se s and 
for the p u r p o s e s  state d in the document.

W i t n e s s  m y  hand a n d  official seal the d ay a nd y e a r  in 
this ce rt i f i c a t e  first a bove written.

THE ST AT E

1x1____
This is to c e r t i f y  that on the il4-k d a y  of December, 

1991, b e f o r e  m e  a p p e a r e d  H a r o l d  C. Heinze, the' Commissioner, 
D e p a r t m e n t  of N a tu ra l Resources, State of Alaska; that H a r o l d  C. 
H ei nz e e x e c u t e d  that do cu me nt  u n d e r  legal a u t h o r i t y  a n d  w i t h  
k n o w l e d g e  of its contents; a n d  that this act was p e r f o r m e d  freely 
a nd v o l u n t a r i l y  u p o n  the pre mi se s and for the pu rp o s e s  s t a t e d  in 
the document.

OF A L A S K A  §
§

J U D I C I A L  D I S T R I C T  §
SS.



NOTE:

E XHI BI T A  IS A  DRAFT BILL, AND DIFFERS SOMEWHAT 

FROM T HE BILL INTRODUCED AT THE GOVER NO R' S  

REQU ES T IN J A N U A R Y  1992.



EXHIBIT A

BY T H E _________ COM MI TT EE  BY
IN THE _____________________________  R E Q U E S T  OF THE G O V E RN OR

  BILL NO.

IN T H E  L E G I S L A T U R E  OF THE STATE OF A L A S K A  

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

A  BILL

For a n  Act Entitled: "An Act relating to the a p p ro va l of an

a g r e em en t  se ttling l i t i g a t i o n  b e t w e e n  

the State of A l a s k a  a n d  A r c t i c  Slope 

R egional Corporation; a n d  p r o v i d i n g  for 

a n  effective date."

BE IT ENAC T ED  B Y  T H E  LE GI S L A T U R E  OF THE S T A T E  O F  ALASKA:

* Sec. 1. PURPOSE. The p u r p o s e  of the A c t  is to p r o v i d e  for 

the s e t t l e m e n t  of c e r t a i n  claims rais ed  in l i t i g a t i o n  

b e t w e e n  the S t a t e  of A l a s k a  and A r c ti c Sl op e R eg io n a l  

C o r p o r a t i o n  in "State of A l a s k a  v. A r c t i c  S l o pe  R e g io na l 

Co rp or at io n, "  A l a s k a  S u p e r i o r  Court, T h i r d  J u d ic ia l  

District, C a s e  No. 3 A N - 8 5 - 1 5 5 2 3 .

* Sec. 2. RATI FI C AT IO N.  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  

of A l a s k a  law, the "1991 Settlement A g r e e m e n t  B e t w e e n  A r ct ic  

Slope R e g i o n a l  C o r p o r a t i o n  a n d  the State of Alaska" 

(including the Exhibits to it) is i n c o r p o r a t e d  h e r e i n  b y  

r ef erence a n d  is h e r e b y  r atified as to the rights, duties, 

agreements, a n d  oblig a ti on s of the State of A l a s k a  p r o v i d e d  

for or c o n t e m p l a t e d  in it. No s ta tutory or c o m m o n  law rules 

agai ns t p e r p e t u i t i e s  o r  restraints of a l i e n a t i o n  of p r o p e r t y  

shall a p p l y  to the settle m en t agreement o r  to a n y  interest 

or p o w e r  c r e a t e d  b y  it.

* Sec. 3. C O M M I S S I O N E R  AUTHORITY. The c o m m i s s i o n e r  of 

natural r e s o u rc es  is a u t h o r i z e d  to carry out a n d  p e r f o r m  the 

settlement agreement, including, without limitation, 

e xe cu t i n g  a n d  d e l i v e r i n g  patents to A r c t i c  Slope R e gional
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C o r p o r a t i o n  as p r o v i d e d  for in the s e t t l e m e n t  agreement, 

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

p r o v i s i o n  of the A l a s k a  S t a t u t e s  that m i g h t  o t h e r w i s e  be 

d ee me d a r e s t r i c t i o n  o n  the c o m m i s s i o n e r ' s  a u t h o r i t y  to do 

so. However, the c o m m i s s i o n e r  m a y  not m a t e r i a l l y  a m e n d  the 

s ettle me nt  a g r e e m e n t  w i t h o u t  l e g i s l a t i v e  approval.

Sec. 4. R E CO RDATION. (a) T h e  c o m m i s s i o n e r  of nat u ra l 

resources shall r e c o r d  a true a n d  a u t h e n t i c a t e d  p h o t o c o p y  of 

the s et tl e m e n t  a g r e e m e n t  a n d  a n y  c o n v e y a n c e  d o c u m e n t  

req ui re d t h e r e b y  in the r e c o r d i n g  offic e of the a pp ro p r i a t e  

r e c o rd i ng  district, a n d  i n c o r p o r a t e  the s e t t l e m e n t  agreement 

in the lands records s y s t e m  m a i n t a i n e d  b y  the D e p a r t m e n t  of 

Nat ur al  Resources.

(b) T he c o m m i s s i o n e r  of n a t ur al  r e s o u r c e s  shall 

d e l i v e r  a s i g n e d  o r i g i n a l  of the s e t t l e m e n t  a g r e e m e n t  to the 

A r c h i v i s t  in the D e p a r t m e n t  of A d m i n i s t r a t i o n  for 

preservation.

Sec. 5. ACTIONS. (a) N o  p e r s o n  m a y  b r i n g  a n  a c t i o n  

c h a ll en gi n g the l e g a l i t y  of the s et t le m e n t  agreement, in 

wh ol e or in part, or a p r o v i s i o n  of this act, u n l e s s  the 

a c t i o n  is c o m m e n c e d  in a  st at e s u p e r i o r  court w i t h i n  thirty 

(30) days a f t e r  the e f f e c t i v e  dat e of this act.

(b) T he S t a t e  of A l a s k a  w a i v e s  its s o v e r e i g n  i m m u n i t y  

f r o m  suit b y  A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n  o r  its 

s uccessors or a s s i gn s s e e k i n g  to e n f o r c e  o r  p r o t e c t  rights 

c o n f e rr e d o n  A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n  u n d e r  the 

s ettle me nt  agreement, b u t  o n l y  if that a c t i o n  is b r o u g h t  in 

state s u p e r i o r  court. N o t h i n g  in this act is i n t e n d e d  to 

w a iv e the S ta te  of A l a s k a ' s  U.S. C o n s t i t u t i o n  E l e v e n t h  

A m e n d m e n t  i m m u n i t y  f r o m  suit in federal court.

(c) N o t h i n g  in this act is i n t e n d e d  to cr eate a right 

in any p e r s o n  to c h a l l e n g e  the l e g a l i t y  of all o r  par t of 

the settl em en t a g r e e m e n t  o r  this act.

Sec.. 6. This act takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  

w it h AS 0 1 . 1 0 . 0 7 0 (c).
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I N  T H E  S U P E R I O R  CO U RT  FOR THE S TA T E OF A L A S K A  

T H I R D  J U D IC IA L D I S T R I C T  A T  A N C H O R A G E

E X H I B I T  B

STATE OF ALASKA, §

§
Plaintiff, §

§
v s . §

§
A R C T I C  S L O P E  R E G I O N A L  §
CORPORATION, §

§
Defen d an t.  §

 §
Case No. 3 A N - 85-15523

S T I P U L A T I O N  FOR D I S M I S S A L  

T h e  p arties, through counsel, h e r e b y  s t ip ul at e to 

dismiss this a c t i o n  w i t h o u t  prejudice, e a c h  p a r t y  to b e a r  its own 

costs, i n c l u d i n g  a t t o r n e y ' s  fees. This d i s m i s s a l  is made 

p u r s u a n t  to the t er ms  of the 1991 S e t t l e m e n t  A g r e em en t B e t w ee n 

A r c t i c  S l o p e  R e g i o n a l  C o rp or at i on  A n d  T he S tate Of A l a s k a .

WICKWIRE, SEWARD, G R E E N E  & CR OSBY
Dated: ____________________ , 1991

By-------------------------------------------
D a v i d  C . Cr osby

A t t o rn e ys  for the defendant, A r c t i c  
Slope Re gi o n a l  C o rp or at io n

CHARLES E. COLE 
A T T O R N E Y  G E N E R A L  
S TATE O F  A L A S K A

Dated: ____________________ , 1991

B y ____________________________________________________________

As si st an t A t t o r n e y  General for 
plaintiff, State of Al aska

1991 S e t t l e m e n t  A g r e e m e n t
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ORDER

It is so o r d e r e d  this ______  d a y  of

1991, in A nc ho ra g e,  Alaska.

iPTDGE OF THE SU P E R IO R  COURT

1991 S e t t l e m e n t  A g r e e m e n t
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E x h i b i t  C

N u i q s u t  S u b s u r f a c e
S C A L E  1: 3 1 7 ,0 0 0 O N E  INCH = FIVE M ILES A P P R O X .  

---------------------------------------- L2_____________

Alaska 
Department of 

Natural Resources 
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D i v i s i o n  o f  O i l  a n d  G a s  

12-4-91

D
u u nM K
□

C H U K C H I

42W

S E A



EXHIBIT E

ASRC AND STATE PERCENTAGE OWNERSHIP
(N U IQ SUT SUBSURFACE)

Townsh io /S e c t i o n ASRC Pe rcen taoe  S t a t e Pe rc en ta oe Acreaae
T10N, R4K Umiat M e r id i anS e c t i o n :  1 44 .9 3V 55.07% 640

2 92.14% 7 .86V 640
1 2 79.05% 20 .95% 64013 94 .45% 5.55% 640

T10N, R5E Umiat M e r id i a n
S e c t i o n :  1 42.55% 57 .45% 640

2 36.70% 63 .30% 6403 19.25% 80.75% 6404 50 .00% 50 .00% 6405 50.00% 50 .00% 640
6 50 .00% 50 .00% 6097 48.90% 51 .10% 612a 49 .48% 50 .52% 640
9 50.00% 50 .00% 640
1 0 21.78% 78 .22% 640n 42 .61% 57 .39% 640
1 2 49 .75% 50.25% 64013 50 .00% 50 .00% 64014 49 .58% 50.42% 640IS 18 .00% 82 .00% 640
IS 41.43% 58.57% 64017 79.43% 20 .57% 640i s 65 .13% 34 .87% 615
2 0 83.54% 16 .46% 640
2 1 43 .62% 56 .38% 640
2 2 26 .61% 73 .39% 640
23 50 .00% 50 .00% 64024 50 .00% 50 .00% 640
25 50 .00% 50 .00% 6402S 50 .00% 50 .00% 64027 45.27% 54 .73% 64028 21 .42% 78 .58% 64029 53 .88% 46 .12% 64032 See A l t e r n a t i v e Outcomes f o r  T10N, R5E
33 See A l t e r n a t i v e Outcomes f o r  T10N, R5K34 48 .98% S I . 02% 64 035 50 .00% 50 .00% 64036 50 .00% 50 .00% 640

T10N, R5E UM: A l t e r n a t e  Outcomes f o r  S e c t i o n s  A f f e c t e d  by A la s k a  N a t i v e
A l l o tm en t  A p p l i c a t i o n s
S e c t i o n  3 3 ,  N a t i v e  A l l o tm en t A p p l i c a t i o n  F14607Approved 30 .18% 69 .82% 640R e j e c t e d 41 .11% 5B . 89% 640
S e c t i o n  32 ,  N a t i v e  A l l o tm en t A p p l i c a t i o n  F14607

Approved 24 .46% 75 .54% 640R e j e c t e d 26.05% 73 .95% 640

1991 S e t t l e m e n t  A g r e e m e n t
E x h i b i t  E, P a g e  1 0082*13.01



Tnwnship/Section ASRC Percentage State Percentage Acreage

Siit.
H
t op*"

t o

£

T10N, R6 E Umiat Me r id i an  
S e c t i o n :  7 18 

19
30
31

TUN ,  R4E Umiat Me r id ian  
S e c t i o n :

T11N, R5E Umiat  M e r id i an  
S e c t i o n

TUN ,  R 6 E Umiat Meridiem 
S e c t i o n

50 .00%
50 .00%
50 .00%
50 .00%
50 .00%

1 46 .49%
2 42 .75%3 89 .75%
1 0 97 .61%
1 1 29 .41%
1 2 23.3.3%13 32 .45%14 46 .37%
15 60 .20%16 99 .66%
2 2 78 .65%23 49 .33%24 39 .49%
25 36 .59%26 51 .25%27 97 .40%35 69 .49%36 39 .03%

1 36 .31%
1 1 42 .32%
1 2 17.22%13 22 .52%14 37 .21%15 49 .99%19 47 .12%
2 0 44 .21%
2 1 50 .00%
2 2 42 .74%
23 31 .65%24 33 .89%25 49 .35%26 20 .39%27 32 .39%28 49 .94%29 49 .14%30 49 .83%31 50 .00%32 50 .00%33 49 .80%34 14 .34%
35 30 .37%
36 46 .60%

1 49 .02%
2 50.00%
3 50.00%4 50.00%5 41 .98%
6 19 .22%

50.00%
50.00%
50.00%
50.00%
50.00%

53.51% 
57.25% 
10 .25% 
2.39% 

70 .59% 
76.87% 
67.55% 
53 .63% 
39 .80% 
0.34% 

21.35% 50.67% 
60.51% 
63 .41% 
48 .75% 
2.60% 

30 .51% 
60 .97%

63 .69%
57 .68%
82.78%
77 .48%
62 .79%
50 .01%
52 .88%
55 .79%
50.00%
57.26%
68 .35%66.1 1%
50 .65%
79 .61%
67 .61%
50 .06%
50 .86%
50 .17%
50 .00%
50 .00%
50 .20%
85 .66%
69 .63%
53.40%

50.98%
50.00%
50 .00%
50 .00%
58.02%
80 .78%

612
615
617
620
623

640
640
640
640
640
640
640
640
640
640
640
640
640
640
640
640
640
640

640 
640 
640 
640 
640 
640 
601 
640 
640 
640 
640 
640 
640 
640 
640 
640 
640 
604 
607 
640 
64 0 
640 
640 
640

640
640
640
640
640
593

1 1991 S e t t l e m e n t  A g r e e m e n t
E x h i b i t  E, P a g e  2 001211} 01



Township/Section ASRC Percentage State Percentage Acreage

7 3 9 . 4 8 V 6 0 . 5 2 V 5 96
8 4 4 . 0 8 V 5 5 . 9 2 V 6 40
9 4 9 . 8 4V 5 0 . 1 6 V 6 40
16 5 0 . 0 0 V 5 0 . 0 0 V 6 40
17 4 4 . 9 3 V 55 . 0 7 V 6 40
18 4 5 . 7 7 V 54 . 2 3 V 5 99
19 4 9  . 5 0 V 5 0 . 5 0 V 6 01
2 0 4 5 . 1 7 V 54 . 8 3 V 6 40
29 4 9 . 2 1 V 5 0 . 7 9 V 6 40
3 0 5 0 . 0 0 V 5 0 . 0 0 V 604
3 1 5 0 . 0 0 V 5 0 . 0 0 V 6 0 7

T12N, R4E Umiat  M e r i d i a n
S e c t i o n :  1 4 4 . 6 4V  55 .36V  640

2 4 5 . 3 8V  54 .62V  640
3 2 6 . 5 8V  73 .42V  640
4  4 2 . 3 1V  57 . 69V  640
5 2 3 . 8 1V  76 .19V 640
8 3 5 . 4 0V  64 .60V 640
9  4 8 . 4 7 V 51 .53V  640
10 See A l t e r n a t i v e  Outcomes f o r  T12N, R4E
11 See A l t e r n a t i v e  Outcomes f o r  T12N, R6 E
12 4 6 . 6 8V  53 .32V 640
13 4 4 . 9 1V  55 .09V  640
14 See A l t e r n a t i v e  Outcomes f o r  T12N, R4S
15 See A l t e r n a t i v e  Outcomes f o r  T12N, R4B
16 5 3 . 7 9V  4 6 . 2 1V  640
17 3 0 . 3 7V  69 .63V  640
20 1 2 . 5 5V  87 .45V  640
21 7 3 . 7 7V  26 .23V  640
22 See A l t e r n a t i v e  Outcomes f o r  T12N, R4E
23 4 9 . 9 5V  50 .05V  640
24 4 8 . 03V 51 .97V  640
25 4 4 . 2 1V  55 .79V  640
2 ? 3 9 . 8 2V  60 .18V 640
27 9 2 . 0 0V  8 .00V  640
34 9 9 . 8 2V  0 . 18V  640
35 4 0 . 7 6V  59 .24V  640
36 4 9 . 2 8V  50 .72V  640

T12N, R4E UM: A l t e r n a t e  Outcomes f o r  S e c t i o n s  A f f e c t o d  by  A la ska  N a t i v e
A l l o tm en t  A p p l i c a t i o n s
S u c t i o n  IO7  N a t i v e  A l l o tm e n t  A p p l i c a t i o n  F11949

Approved 2 9 . 6 1V  7 0 . 3 9V  640
R e j e c t e d  3 0 . 3 9V  69 .61V 640

S e c t i o n  11 ,  N a t i v e  A l l o tm e n t  A p p l i c a t i o n  F11949
Approved 4 7 . 1 3V  52 .87V  640
R e j e c t e d  4 8 . 3 0V  51 .70V  640

S e c t i o n  14 ,  N a t i v e  A l l o tm e n t  A p p l i c a t i o n s  F11949 and F11951
Both  app roved  3 5 . 5 5V  64 .45V  640
F11949 a pp ro v ed ,  F11951  r e j e c t e d  4 3 . 3 6V  56 .64V  640
F11949 r e j e c t e d ,  F11951  app roved  4 2 . 1 9V  57 .81V 640
Both r e j e c t e d  5 0 . 0 0V  50 .00V  640

1991 S e t t l e m e n t  A g r e e m e n t
E x h i b i t  E, P a g e  3 0012113.01
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S e c t i o n  15 ,  N a t i v e  A l l o tm e n t  A p p l i c a t i o n s  F11949 ,  F11951 ,  F119471, and F119431 
F11949 F11951 F11947* F119431
Approved Approved Approved Approved 41 . 66V  5 8 . 3 4V  640
R e j e c t e d  Approved Approved Approved 45 .56V  54 .44V  640
Approved R e j e c t e d  Approved Approved 46 . 34V  53 .66V  640
Approved Approved R e j e c t e d  Approved 28 . 33V  71 . 67V  640
Approved Approved Approved R e j e c t e d  38 .28V  61 . 72V  640
R e j e c t e d  R e j e c t e d  Approved Approved 50 .25V  49 .7SV  640
R e j e c t e d  Approved R e j e c t e d  Approved 33 . 13V  66 .87V  640
R e j e c t e d  Approved Approved R e j e c t e d  42 . 41V  5 7 . 5 9V  640
Approved R e j e c t e d  R e j e c t e d  Approved 3 4 .09V  65 .91V  640
Approved R e j e c t e d  Approved R e j e c t e d  4 3 .24V  5 6 . 7 6V  640
Approved Approved R e j e c t e d  R e j e c t e d  23 .17V  7 6 . 8 3V  640
R e j e c t e d  Approved R e j e c t e d  R e j e c t e d  28 . 31V  7 1 .6 9V  640
R e j e c t e d  R e j e c t e d  Approved R e j e c t e d  47 .37V  5 2 .6 3V  640
R e j e c t e d  R e j e c t e d  R e j e c t e d  Approved 38 .89V  6 1 .1 1V  640
Approved R e j e c t e d  R e j e c t e d  R e j e c t e d  29 .34V 70 .66V  640
R e j e c t e d  R e j e c t e d  R e j e c t e d  R e j e c t e d  3 4 .48V  65 .52V  640
S e c t i o n  22 ,  N a t i v e  A l l o tm e n t  A p p l i c a t i o n  F11943

Approved 52 .63V 4 7 . 3 7V  640
Re j e c t e d  4 0 .05V  5 0 . 9 5V  640

T12N, R5E Dmiat M e r id i a n
S e c t i o n :  24 5 0 . 00V  5 0 . 0 0V  640

25 4 0 .2 9V  5 9 .7 1V  640
36 41 .58V  5 8 .4 2V  640

T12N, R6 E Umiat M e r id i a n
S e c t i o n :  1 See A l t e r n a t i v e  Outcomes f o r  T12N, R 6 B

2 See A l t e r n a t i v e  Outcomes f o r  T12N, R6 E
3 37 . 42V  6 2 . 5 8V  640
4 3 0 .44V  69 .56V  640
5 39 .57V  6 0 . 4 3V  640
7 39 .12V  6 0 . 8 8V  580
8 3 7 . 8 7V  6 2 . 1 3V  640
9 36 .02V  6 3 . 9 8V  640
10 See A l t e r n a t i v e  Outcomes f o r  T12N, R6 E
11 See A l t e r n a t i v e  Outcomes f o r  T12N, R6 E
12 23 .74V 7 6 .2 6V  640
13 23 .22V  7 6 .7 8V  640
14 32 .74V 6 7 .2 6V  640
15 22 . 43V  7 7 . 5 7V  640
16 28 .11V  7 1 . 8 9V  640
17 3 6 .61V  63 .39V  640
18 40 .59V  5 9 .4 1V  583
19 3 8 .54V  61 .46V  585
20 25 .71V  7 4 .2 9V  640
21 34 .35V  65 .65V  640
22 28 .29V 71 . 71V  640

Township/Section ASRC Percentage State Percentage Acreage

1 A la s k a  N a t i v e  A l l o tm e n t  A p p l i c a t i o n  F11943 o r  A la s k a  N a t i v e  A l l o tm en t  
A p p l i c a t i o n  F11947 ( o r  b o th ,  as a p p l i c a b l e )  s h a l l  be deemed t o  have been 
" r e j e c t e d "  f o r  pu rp o se s  o f  t h i s  E x h i b i t  E as t o  a s e c t i o n  o f  Nu iq su t  sub su r f a ce  
a f f e c t e d  t h e r e b y  i f  t h a t  s e c t i o n  becomes a F u l l y  Conveyed S e c t i o n  as  d e f i n e d  in  
su b sec t i o n  1 1 . 1 2  o f  the  S e t t l em e n t  Agreement b e f o r e  a l l  Nu iq su t  s ub su r f a c e  w i t h in  
t h a t  s e c t i o n  c o ve red  by t h a t  A la s k a  Na t i v e  A l l o tm en t  A p p l i c a t i o n  has been 
conveyed t o  ASRC by an i n t e r im  conveyance o r  p a t e n t  f r om  the  U n i t e d  S t a t e s .

1991 S e t t l e m e n t  A g r e e m e n t
E x h i b i t  E, P a g e  4 oos:«u.oi



Township/Section ASRC Percentage State Percentage Acreage

23 22 .61V 77 . 3 9V 64024 40 .58V 59 . 4 2V 64025 44 ,58V 55 . 4 2V 64026 49 .26V 50 .7 4V 64027 28 .25V 71 .7 5V 64028 31 .69V 68 .31V 64029 46 .40V 53 .60V 64030 29 .67V 70 .3 3V 58831 33 .10V 66 .9 0V 59132 26 .59V 73 .41V 64033 33 .17V 66 .8 3V 64034 50 .00V 50 . 0 0V 64035 50 .00V 50 . 0 0V 64036 47 .80V 52 .2 0V 640
T12N, R6 E UM: A l t e r n a t e  Outcomes f o r  S e c t i o n s  A f f e c t e d  by  A la s k a  N a t i v e
A l l o tm en t  A p p l i c a t i o n s
S e c t i o n :  1 ,  N a t i v e  A l l o tm en t  A p p l i c a t i o n s  F13833 and F13834

Bo th  app roved 15 .48V 8 4 ,52V 640F13833 app roved ,  F13834 r e j e c t e d  23 .29V 7 6 . 7 1 V 640F13833 r e j e c t e d ,  F13834 app roved  17 .12V 82 .8 8V 640Bo th  r e j e c t e d 24 .93V 75 .0 7V 640
S e c t i o n :  2 ,  N a t i v e  A l l o tm e n t  A p p l i c a t i o n s  F13833 , F 1 3 8 3 4 , and F13835

A l l  app roved 21 .77V 78 . 2 3V 640
F13833 F13834 F13835
Approved R e j e c t e d  R e j e c t e d 29 .26V 70 . 7 4V 640Approved Approved R e j e c t e d 24 .58V 75 . 4 2V 640
Approved R e j e c t e d  Approved 26 .45V 73 . 5 5V 640
R e j e c t e d  Approved R e j e c t e d 33 .88V 66 .1 2V 640
R e j e c t e d  Approved Approved 31 .07V 68 .93% 640R e j e c t e d  R e j e c t e d  Approved 35 .75V 64 .2 5V 640A l l  r e j e c t e d 38 .56V 61 .4 4V 640

S e c t i o n :  1 0 ,  N a t i v e  A l l o tm e n t  A p p l i c a t i o n s  F14315
Approved 28 .27V 71 .7 3V 640R e j e c t e d 36 .79V 63 .2 1V 640

S e c t i o n :  1 1 ,  N a t i v e  A l l o tm e n t  A p p l i c a t i o n s  F13833 , F13835 ,  and F14315A l l  app roved 9 .01V 90 . 9 9V 640
F13833 F13835 F14315
Approved R e j e c t e d  R e j e c t e d 22 .68V 77 .32% 640
Approved Approved R e j e c t e d 12 .99V 87 .0 1V 640
Approved R e j e c t e d  Approved 18 .70V 81 . 3 0V 640R e j e c t e d  Approved R e j e c t e d 14 .55V 85 . 4 5V 640R e j e c t e d  Approved Approved 10 .57V 89 .4 3V 640R e j e c t e d  R e j e c t e d  Approved 20 .26V 79 .74V 640A l l  r e j e c t e d 24 .24V 75 .7 6V 640

T13N, R4E Umiat Merid iem
S e c t i o n :  25 16 .32V 83 . 6 8 V 64026 1 .91V 98 .0 9V 64027 4 .26V 95 . 7 4V 640

28 0 .21V 99 .79V 64 032 10 .38V 89 .62V 64 0
33 23 .04V 76 .9 6V 64034 32 .35V 67 .65V 640
35 39 .48V 60 .52V 64036 42 .65V 57 .3 5V 640

1 9 9 1  S e t t l e m e n t  A g r e e m e n t
E x h i b i t  E, P a g e  5 o o k u j .oi



EXHIBIT P

ASRC AND STATE PERCENTAGE OWNERSHIP 
( PO IN T  LAY SUBSURFACE )

Townsh ip /Sec t ion  ASRC Pe r c en ta g e  S t a t e  Pe rcen tage  Acreage
TIN, t .SW Umiat Merid iem

1 49 .00% 51.00% 6402 49 .00% 51 .00% 6403 49 .00% 51 .00% 6404 49 .00% 51 .00% 6405 49 .00% 51 .00% 6406 49 .00% 51 .00% 6267 49 .00% 51.00% 6288 49 .00% 51.00% 6409 49 .00% 51 .00% 64010 49 .00% 51 .00% 64011 49 .00% 51 .00% 64012 49 .00% 51.00% 640
13 49 .00% 51 .00% 64014 49 .00% 51.00% 64015 49 .00% 51 .00% 64016 49 .00% 51 .00% 64017 49 .00% 51.00% 64018 49 .0 0% 51 .00% 63119 49 .00% 51 .00% 63420 49 .00% 51 .00% 64021 4 S . 00% 51 .00% 640
22 49 .00% 51 .00% 640
23 49 .00% 51.00% 64024 49 .00% 51 .00% 640
25 49 .00% 51 .00% 640
26 49 .00% 51.00% 640
27 49 00% 51 .00% 64 028 49 .00% 51 .00% 64029 49 .00% 51 .00% 640
30 49 .00% 51 .00% 6 36
31 49 .00% 51 .00% 63932 49 .00% 51 .00% 640
33 49 .00% 51.00% 64034 49 .00% 51 .00% 640
3€ 49 .00% 51 .00% 640
36 49 .00% 51.00% 640

TIN, R46W Umiat  M e r id i a n
1 22 .20% 77.80% 640
2 3 .06% 96 .94% 6403 6 .51% 93.49% 640

10 3 .45% 96.55% 640
11 2 .37% 97 .63% 640
12 16 .46% 83.54% 640
13 27 .95% 72.05% 640
14 11 .48% 88 .52% 640
15 7 .27% 92.73% 640
22 4 .21% 95 .79% 640
23 15 .47% 84 .53% 640
24 32 .16% 67.84% 640
25 42 .88% 57.12% 640
26 9 .95% 90 .05% 640

1991 S e t t l e m e n t  A g r e e m e n t
E x h i b i t  F, P a g e  1 o o m i t . o i
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T2N,

.D /S ec t i on ASRC Pe rcen taoe S t a t e  Pe rc en taoe Acreaae
27 10.03% 89 .97% 64034 7 .27% 92 .73% 64035 1.68% 98 .32% 64036 47.85% 52 .15% 640

i5W Dmiat M e r i d i a n
i: 1 49.00% 51 .00% 6402 49 .00% 51 .00% 6403 49 .00% 51 .00% 6404 49.00% 51 .00% 6405 49 .00% 51 .00% 6406 .13.66% 86 .34% 6107 1.20% 98 .80% 6138 48 .23% 51 .77% 6409 49 .00% 51 .00% 64010 49 .00% 51 .00% 640. 11 49 .00% 51 .00% 64012 49.00% 51 .00% 64013 49.00% 51 .00% 64014 49 .00% 51 .00% 64015 49 .00% 51 .00% 64016 49.00% 51 .00% 64017 49.00% 5 1 : 0 0 % 64018 22.67% 77 .33% 61619 7.14% 92 .86% 61820 49 .00% 51 .00% 64021 49 .00% 51 .00% 64022 49 .00% 51 .00% 64023 49.00% 51 .00% 64024 49 .00% 51 .00% 64025 49.00% 51 .00% 64026 49.00% 51 .00% 64027 49.00% 51 .00% 64028 49.00% 51 .00% 64029 49.00% 51 .00% 640

30 16 .57% 83 .43% 62131 32 .25% 67 .75% 62332 49 00% 51 .00% 64033 49 .00% 51 .00% 64034 49.00% 51 .00% 64035 49.00% 51 .00% 64036 49.00% 51 .00% 640
6W Dmiat M e r id i a n
: 2 1.99% 98 .01% 640

3 3.06% 96 .94% 64010 3.06% 96 .94% 64011 3.06% 96 .94% 64014 5.90% 94 .10% 64015 2.30% 97 .70% 64022 3.45% 96 .55% 64023 3.60% 96 .40% 64024 0.38% 99 .62% 64026 5.74% 94 .26% 64 027 5 36% 94 .64% 64034 7.27% 92 .73% 640
35 1.30% 98 .70% 640
36 13.40% 86.60% 640

19 9 1  S e t t l e m e n t  A g r e e m e n t
E x h i b i t  F, P a g e  2 ooim i.oi



EXHIBIT G

WARRANTY DEED

Th is  w a r r a n t y  d e e d  is m a d e  from A r c t i c  Slope R e g i on a l 

Corporation, an A l a s k a  c o r p o r a t i o n  ("ASRC"), w h o s e  m a i l i n g  

a d dr es s is P. 0. B o x  129, Barrow, A l a s k a  99723, to the State of 

A l a s k a  ("State"), whose m a i l i n g  addre ss  is Chief, T i t l e  

A d m i n i s t r a t i o n  Section, D i v i s i o n  of Land, State of Alaska, 

D e p a r t m e n t  of N a t ur a l Resources, 3601 C Street, S ui te  960, 

Anchorage, A l a s k a  99503.

W I T N E S S E T H :

T hi s w a r r a n t y  d e ed  is m a d e  p u r s u a n t  to the "1991 Settlement 

A g r e e m e n t  B e t w e e n  A r c t i c  S lo pe  R e g i o n a l  C o r p o r a t i o n  a n d  the State 

of A l a sk a"  ("Settlement Ag re ement"), w h i c h  was r a t i f i e d  a n d

a p p r o v e d  b y  the A l a s k a  L e g i s l a t u r e  in chap te r __  S L A  199__  and to

w h i c h  r e f e r e n c e  is here m a d e  for all purposes. Th e S e t t l e m e n t  

A g r e e m e n t  has b e e n  r e c o r d e d  in the r e c o r d i n g  o ff ic e of the B a r r o w  

r e c o r d i n g  d i s t r i c t  a nd has b e e n  n o t e d  in the lands r e c or ds  sy stem 

m a i n t a i n e d  b y  the State's D e p a r t m e n t  of N a t ur al  Resour ce s .

Now, therefore, in c o n s i d e r a t i o n  of the premises, the mutual 

c o v e n a n t s  a n d  a gr ee m e n t s  c o n t a i n e d  h e r e i n  and in the S e t t l e m e n t  

A greement, a n d  o t h e r  go o d a n d  v a l u a b l e  c o n s i d e r a t i o n  (the receipt 

a n d  s u f f i c i e n c y  of w h i c h  a r e  all h e r e b y  a c k n o w l e d g e d ) , A S R C  an d 

the S t a t e  h e r e b y  a g r e e  as follows:

1. D e f i n i t i o n s . In this w a r r a n t y  deed, the f o l l o w i n g  

d e f i n i t i o n s  apply:

(a) "Subsurface" m e a n s  all interests in oil, gas, or 

o t h e r  minerals, n o w  k no wn  o r  d i s c o v e r e d  in the f u tu r e in, on, or 

u n d e r  l a n d  ( i n d u c i n g  all depths, formations, a n d  horizons), 

t o g e t h e r  w i t h  all rights, privileges, benefits, a n d  p ow er s 

c o n f e r r e d  u p o n  the o wner of that interest w i t h  respe ct  to the use 

a nd o c c u p a t i o n  of the sur fa ce  of, a n d  the s ub su r f a c e  d epths 

under, the lands that m a y  be necessary, convenient, or incidental 

to the p o s s e s s i o n  a n d  e n j o ym en t  (and including, without

1 9 9 1  S e t t l e m e n t  A g r e e m e n t
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development, production, or o th er  e x p lo it at io n  of, or lease, 

sale, exchange, or o ther d i s p o s i t i o n  of a n y  interest in the 

Nuiqsut subsurface, except as e x p r e s s l y  otherwise p r o v i d e d  in 

p a r a g r a p h  7.3(b) of the Settlement Agreement. "Subsurface 

revenues" in cl ud es  all rents, p r o fi t s a nd royalties, the pro ce ed s 

of sales or exchanges, benefits, or any other thing of v a l u e  that 

is r e c e i v e d  a n d  is attri bu ta b le  to or gen er a te d from the oil and 

gas leases d e s c r i b e d  in section 9 of the Settlement A g r e em en t 

a t t r i b u t a b l e  to a n y  part of the N u i q s u t  subsurface. W h e n  

"subsurface re ve nues" are r e c ei ve d in a f o r m  other than cash or 

cash equivalents, the cash fair m a r k e t  v a l u e  at the time of the 

receipt wi ll  be inc lu de d in and c o n s i d e r e d  as "subsurface 

r e v e n u e s ."

"Sub su rf ac e revenues" does not include taxes of any 

kind o w e d  to the S ta te  b y  a ny person, including ASRC.

"Subsurface r ev e nu es " also does no t include the c u s t om a ry  fees 

char ge d b y  the S t a t e  in c on n ec t i o n  w i t h  the filing of an 

a p p l i c a t i o n  for a permit, lease, license, o r  m in in g  claim, m i n i n g  

lease, or m i n i n g  l e a s e h o l d  l o c a t i o n  that are generally ap p li ca bl e 

to all s u c h  a p p l i c a t i o n s  a nd are not l i m it e d to or d if ferent in 

amount w i t h  r e s p e ct  to app li ca t io ns  p e r t a i n i n g  to Nuiqsut 

s ub su rf ac e as c o m p a r e d  to o ther s ub su rf ac e  areas, or o t h e r  like 

g e n e r a l l y  a p p l i c a b l e  fees c u s t o m a r i l y  c h ar ge d by the S t at e for 

authorizations, pu bl i c a t i o n s  or services.

(h) "Fair m a r k e t  value" m e a n s  the amount of m o n e y  that 

an i n f o r m e d  purchaser, willing but not ob li ga te d to buy, wo ul d 

pay an i n f o r m e d  seller, willi ng  but not o bl igated to sell, for 

p a r t i c u l a r  property, goods, o r  services.

2. C o n v e y a n c e . Pursuant to the Settlement Agreement, A S R C  

h ereby grants, assigns, and conveys to the State the a p p l i c a b l e  

State p e r c e n t a g e  set out in Exhibit A  h e re t o in and to the 

subsurface in all those portions of the Nuiqsut subsurface 

(without r e g a r d  to w h e t h e r  that N u iq s ut  subsurface is w i t h i n  

uplands or s u b m e r g e d  lands) in the respect i ve  parcels of Nuiqsut 

s ubsurface in the B a r r o w  r e co rd in g d istrict in the State of

1991 S e t t l e m e n t  A g r e e m e n t
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A lask a d e s c r i b e d  in Exhibit A  h ereto to w h i c h  A S R C  has heretofore 

acq ui re d title b y  v i r t u e  of an i n te ri m c o n v e y a n c e  or patent from 

the U n i t e d  States, o r  m a y  h er e af te r a c q u i r e  title b y  v irtue of 

any future c ha ng e  in the boundary, location, o r  e xtent of 

s ub merged lands or uplan ds  with in  those r e s p e c t i v e  parcels of 

Nuiqsut subsurface.

3. R e s e r v a t i o n . Pursuant to the S e t t l e m e n t  Agreement, in 

making this grant, assignment, an d conveyance, A S R C  reserves and 

excepts to itself a n d  its successors a n d  assigns, the a pplicable 

ASRC p e r c e n t a g e  set out in Exhibit A  in a n d  to the subsurface in 

the p o r ti on s of the N u i q s u t  s ubsurface n o w  a n d  h e r e a f t e r  existing 

in the r e s p e c t i v e  p a r ce ls  of Nuiqsut s u b s u r f a c e  d e s c r i b e d  in 

p a r a g ra p h 2 above.

4. F u t ur e C h a n g e s . As p r o v i d e d  for in the S et tl e m e n t  

.Agreement, tha »tate has g r a n t e d  or will g r a n t  to A S R C  one or 

more p a t e n t s  (collectively, the "State Patent") c o n v e y i n g  to A S R C  

the a p p l i c a b l e  A S R C  per -entage set out in E x h i b i t  A  in a n d  to the 

subsurface in a ll those portions of the N u i q s u t  su bs u r f a c e  

(without r e g a r d  to w h e t h e r  that N u i q s u t  s u b s u r f a c e  is w i t h i n  

uplands or s u b m e r g e d  lands) in the r e s p e c t i v e  p a r c e l s  of Nuiqsut 

subsu rf ac e d e s c r i b e d  in Exhibit A  h e r e t o  to w h i c h  the State has 

heret o fo re  a c q u i r e d  title, or m a y  h e r e a f t e r  a c q u i r e  title b y  

v irtue of a n y  f u tu r e chan ge  in the boundary, location, or extent 

of s u b m e r g e d  lands or u p l an ds  w i th in  those r e s p e c t i v e  p a rc el s  of 

Nuiqsut subsurface, r es er v i n g  to the S t at e the a p p l i c a b l e  State 

p er ce nt ag e set out in Exhi bi t A  in the s u b s u r f a c e  in those 

portions of the N u i q s u t  subsurface n o w  a n d  h e r e a f t e r  e x i s ti n g in 

those r e s p e c t i v e  p a r c e l s  of Nuiqsut subsurface. Th i s w a r r a n t y  

deed is n ot i n t e n d e d  a n d  shall not be c o n s t r u e d  to g ra nt  to the 

State a n y  i n t e r e s t  in the A S R C  p e r c e n t a g e  in a ny N u i qs u t 

subsurface w h i c h  has b e e n  or is c o n ve ye d  f r o m  the State to ASRC 

pursuant to the St at e Patent, and it is i n t e n d e d  b y  ASI a nd the 

State that, a f t e r  g i v i n g  effect to this w a r r a n t y  d e e d  a n d  the 

State Patent, the e n t i r e t y  of the N u i q s u t  s u b s u r f a c e  in each of 

the parcels d e s c r i b e d  in this w a rr a n t y  d e e d  a n d  in the State
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Patent shall be o w n e d  by A S R C  and the S ta te  in u n d i v i d e d  

interests in p r o p o r t i o n  to the ap p li ca bl e A S R C  p e r c e n t a g e  and the 

applicable S ta te  percentage, respectively, set out in Exhibit A. 

Further, p u r s u a n t  to the Settlement Agreement, it is expressly 

s tipulated a n d  p r o v i d e d  that the r es pe c t i v e  u n d i v i d e d  ownership 

interests of the S t a t e  (that is, the a p p l i c a b l e  State pe rc e nt ag e 

set out in E x h ib it  A) an d of A S R C  (that is, the a p p l i c a b l e  A S R C  

p er ce nt ag e set out in Exhibit A) in the N u i q s u t  s ub su r f a c e  in 

each r e sp ec ti ve  p a rc el  of Nuiqsut s u b s u r f a c e  d e s c r i b e d  in Exhibit 

A  will not ch ange b y  v i r t u e  of any future c h a n g e  in the boundary, 

location, or e x te nt  of uplands or s u b m e r g e d  lands w i t h i n  that 

p a r c e l .

5. L e a s e s . To the extent that a n y  oil a n d  gas lease 

p r e v i o u s l y  g r a n t e d  b y  the State to a n y  p e r s o n  a n d  d e s c r i b e d  in 

p a r a g ra p h 2.2(d) of the Settlement A g r e e m e n t  is p r e s e n t l y  v a l i d  

and in force a n d  e f fect as to the s u b s u r f a c e  in a n y  parcel of the 

N uiqsut s u b s u r f a c e  d e s c r i b e d  in Exhibit A, this c o n v e y a n c e  is 

m a d e  subject to that oil a nd gas lease, a n d  s u b s u r f a c e  revenues 

p ayable u n d e r  a n d  in c o n n e c t i o n  wit h that oil a n d  gas lease as to 

that parcel of the N u i q s u t  subsurface a f t e r  the e f f e c t i v e  date of 

this deed shall be o w n e d  b y  the State a n d  A S R C  in p r o p o r t i o n  to 

the applic a bl e S ta t e p e r c e n t a g e  and a p p l i c a b l e  A S R C  p er ce nt ag e 

set out in E x hi bi t A  as m o r e  fully p r o v i d e d  in the Se t tl em en t 

Agreement. N o t h i n g  h e r e i n  is intended or shall be c o n s t r u e d  to 

va li da te  or r e i n s t a t e  a n y  oil or gas lease that is n ot otherwise 

v a l i d  and extant.

6. H a b e n d u m . To have and to ho ld  the a p p l i c a b l e  u n d i v i d e d  

State pe rc en t a g e  i n t er es t set out in E x h i bi t A  in a n d  to the 

portions of the N u i q s u t  s u bs ur fa ce  now  a n d  h e r e a f t e r  exi st in g in 

the r espective p a r c e l s  of the Nuiqsut s u b s u r f a c e  d e s c r i b e d  in 

p a ra gr ap h 2 of this deed, together w it h all an d s i n g u l a r  the 

tenements, hereditaments, and app ur te na nc e s t h e r e t o  appertaining, 

unto the State a n d  its successors and assigns, forever, subject 

to and in a c c o r d a n c e  w i t h  the terms and p r o v i s i o n s  of the 

S ettlement Agreement. A S R C  does h e reby b i n d  it self a n d  its
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succe ss or s a nd assigns, to w a r ra n t and forever d e f e n d  all and 

s in gu l a r  the interests h e r e b y  conveyed unto the State (its 

successors a nd assigns) agai n st  every pers on  w h o m s o e v e r  lawfully 

cla im in g or to c l a i m  the same or any part thereof, by, through, 

or u n d e r  ASRC, but not otherwise, subject in all respects to the 

Se tt le m e n t  A g r e e m e n t  a n d  to the other matters to w h i c h  this 

w a r r a n t y  d e e d  is m a d e  s u bj ec t  as set forth herein.

7. F u r t h e r  A s s u r a n c e s . The parties agree to take all 

further a c t i on s a n d  execute, acknowledge, a nd d e l i v e r  a ny further 

d o cu me nt s that are n e c e s s a r y  or u seful in ca r ry i n g  out the 

pur po se s of this w a r r a n t y  deed. Without l i m i t a t i o n  to the 

foregoing, A S R C  agrees to execute, acknovrlodge a n d  d e l i v e r  to the 

State all ad di t i o n a l  instruments, notices, a nd o t h e r  do cu ments 

an d to do all o th er  a n d  f u r th er  acts and things as m a y  be 

n e c e s s a r y  to m o r e  fully a n d  e ff ec t i v e l y  grant, convey, and a s si gn  

to the St a te  the in te r es ts  c o n v e y e d  hereby a n d  i n t e n d e d  to b e  so 

c o n v e y e d .

8. G o v e r n i n g  L a w . T h e  v a l i d i t y  of this w a r r a n t y  dee d shall 

be g o v e r n e d  b y  a n d  it shall be co nstrued in a c c o r d a n c e  w i t h  the 

laws of the State of Alaska.

9. C o u n t e r p a r t s . This w a r r a n t y  deed m a y  b e  e x e c u t e d  in any 

n u m b e r  of co un te r p a r t s  a n d  ea ch  counterpart shall be d e e m e d  to be 

a n  orig in al  instrument, b u t  all counterparts shall co ns t i t u t e  but 

one conveyance.

10. S u c ce ss or s and  A s s i g n s . Subject to the p r o v i s i o n s  of 

the S e t t l e m e n t  Agreement, this w a r r a n t y  deed shall b i n d  a n d  enure 

to the b e n e f i t  of A S R C  a n d  the State a nd the respec t iv e 

succes s or s a n d  a s s i g n s  of e a c h  of them. The covenants a n d  

p r o v i s i o n s  of this w a r r a n t y  d e e d  a n d  of the S e tt le m en t A g r e e m e n t  

shall be c ov enants r u n ni n g w i t h  the land.

11. P ri o r W a r r a n t i e s . A S R C  h e re by  assigns to the State 

w i t h  full right of subrogation, to the extent so transferable, 

the benef i t of a nd the right to enforce the co ve nants and 

warranties, if any, w h i c h  A S R C  is entitled to enfo rc e w i t h  

respect to the i nt erests in the Nuiqsut subsurface p r o v i d e d
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h e r e i n  to be c o n v e y e d  to the State, i n c l u d in g those a g a in s t any 

a s s i g no r s a n d  o t h e r  p r e d e c e s s o r s  in title.

12. D e e d  E ff ective D a t e . This w a r r a n t y  d ee d is effective 

and takes e f fe c t as of [Use, as applicable, in deeds executed 

pursuant to paragraph 3.1(a) of the Settlement Agreement,

______________________ ,199___, the d a t e  S L A  199___ b eca me  effective, or

in deeds executed pursuant to paragraph 3.1(b) of the Settlement

Agreement, , 199__ , the date the p a r ce ls

(whether one or more) of N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in Exhibit 

A  b e c a m e  "Fully C o n v e y e d  Sections" as d e f i n e d  in the Se tt le m en t 

A g r e e m e n tJ .

A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

B y  _
Name: _______________________________ _
Title:__ ________________________________
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THE STATE O F  A L A S K A  §
§ s s .

  J U D I C I A L  D I S T R I C T  §

Th i s  is to cert if y  that on the ______  day of

____________________ , 199___, b ef or e me a p p e a r e d  J ac ob  Adams, the

p er so n w h o  has b e e n  law fu ll y  a u t h o r i z e d  as the President of 

A rcti c S l o p e  R e g i o n a l  Corporation, a c o r p o r a t i o n  organized and 

e xisting u n d e r  the laws of the state of Alaska, to execute the 

foregoing d o c u m en t;  that J ac ob  Adams e x e cu te d that document u n d e r  

legal a u t h o r i t y  a n d  wi th  kn ow le dg e  of its contents; an d that this 

act was p e r f o r m e d  freely and v o l u n t a r i l y  u p o n  the premises and 

for the p u r p o s e s  s t a t e d  in the document.

W i t n e s s  m y  hand and official seal the day and ye ar  in 

this c e r t i f i c a t e  first above written.

N o t a r y  Public in and for A l a s k a  

M y  C o m m i s s i o n  Expires: ____________
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E X H IB IT  A  
TO W A R R A N T Y  DEE D FROM 

A R C T I C  S L OP E R EGIONAL C O R P O R A T I O N  
T O  T HE STATE OF A L A S K A

1. All of s e ct io n  ,_T______ N, R______ E, Umiat

M e r i d i a n  ("UM"), as d e s c r i b e d  in I n te ri m C o n v e y a n c e  fr om  the 

U n it ed  States of A m e r i c a  to A rc ti c  S lope R e g i o n a l  Corpor a ti on  

("ASRC") d a t e d  __________________________ ,_19_______, r e c o r d e d  in

State p e r c e n t a g e —  %; A S R C  p e r c e n t a g e —  %.

2. Th e f o l l o w i n g  de sc r ib ed  p o r t i o n  of s e c ti on  ____

 N, R E, UM, d e s c r i b e d  i n ____________________________from

___________________________ to AS RC  d a t e d   , 19

r ecorded in

IN SERT D E S C R I P T I O N

S tate p e r c e n t a g e —  %; A S R C  pe rc e n t a g e — _

General Format: Each se c tio n  o r p o rtion  of a sec tio n  to  be described
sep ara te ly  w ith  a re fe ren ce  to  the In terim  Conveyance, Pa ten t, e t c . ,  
g ran ting  subsurface in  a l l  o r p a rt of such sec tio n  o r p o rtio n  of a section  
to ASRC. S ta te  percentage and ASRC percentage to  be s e t  out sep ara te ly  fo r  
each sec tio n  o r p o rtio n  o f a sec tio n .________________________________________________

All refere nc es  in this E x hi bi t A  a nd in the f o r e g o i n g  W a r r a n t y  

De ed  to a "section" of la nd  shall be c o n s t r u e d  to refer to the 

en ti re ty  of the a r e a  (including a ny are a n o w  o r  h e r e a f t e r  

s ituated w i t h i n  the B e a u f o r t  Sea) e n c o m p a s s e d  w i t h i n  a full 

square or r e c t a n g u l a r  s e c t i o n  (protracted or p r o j e c t e d  to the 

extent, if any, it is w i t h i n  the Beaufort Sea) co nt ai n i n g  

a p p r o x i m a t e l y  640 acres.

SIGNED FOR IDENTIFICATION:

A RC TI C SLOPE R E G I O N A L  CO R PO R A T I O N

By.

1991 Settlement Agreement
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STATE OF A L A S K A

P ATENT NO.

EXHIBIT H

This p a t e n t  is ma d e from the S ta te  of Alaska, through its 

D ep ar tm en t  of N a t u r al  R es ources ("State"), whose m a i l i n g  address 

is Chief, T i t l e  A d m i n i s t r a t i o n  Section, Div is i on  of Land, State 

of Alaska, D e p a r t m e n t  of Natur a l Resources. 3601 C. Street,

Suite 960, Anchorage, A l a s k a  99503, p u r s ua nt  to c h a pt e r____ SLA

199__, to A r c t i c  S lope Regi on al  Corporation, an A l a s k a

c o rp or at io n  ("ASRC"), w hose m a i l i n g  address is P. 0. B o x  129, 

Barrow, A l a s k a  99723.

W I T N E S S E T H :

This p a t e n t  is ma de  p u r s u a n t  to the "1991 Se t tl em en t 

A g r e e m e n t  B e t w e e n  A r c t i c  S lo pe  R e g io na l C or p or a t i o n  a n d  the S tate

of Alaska" ("Settlement Agreement"), w h i c h  was r a t i f i e d  and

a p p r o v e d  b y  the A l a s k a  L e g i s l a t u r e  in chap te r ____ S L A  199__  and

to w h i c h  r e f e r e n c e  is here m a d e  for all purposes. Th e  Settle me nt  

A g r e e me n t has b e e n  r e c o rd ed  in the re c or di ng  office of the B a r r o w  

r ec ording d i s t r i c t  a n d  has b e e n  n o t e d  in the land records s y st em  

m a i n t a i n e d  b y  the State's D e p a r t m e n t  of Natural Resources.

Now, therefore, in c o n s i d e r a t i o n  of the premises, the mutu al  

covenants a n d  a g r e e m e n t s  c o n t a i n e d  h e r e i n  and in the Se tt l e m e n t  

Agreement, a n d  o t h e r  go od  a n d  v a l u a b l e  co n si de ra ti on  (the receipt 

and s u f f i c i e n c y  of w h i c h  are all h e r e b y  a c k n o w l e d g e d ) , A S R C  and 

the State h e r e b y  a gr ee  as follows:

1. D e f i n i t i o n s . In this patent, the following d e fi ni t i o n s  

apply:

(a) "Subsurface" m ea ns  all interests in oil, gas, or 

o t he r minerals, n o w  k n o wn  or d i s c o v e r e d  in the future in, on, or 

u n de r land (including all depths, formations, and h o r i z o n s ) , 

t ogether w i t h  ail rights, privileges, benefits, a nd p ow er s 

c on ferred u p o n  the ow ne r  of that interest with respect to the use 

a n d  o cc u pa t i o n  of the surface of, a nd subsurface d epths under,

1991 Settlement Agreement
Exhibit H, Page 1 0010761.05



the l a n d s  that m a y  be necessary, c o nvenient, or incidental to the 

p o s s e s s i o n  a nd enjoyment (including, w i t h o u t  limit-tion, 

e xploring, drilling, developing, produ ci ng , mining, saving, 

handling, treating, transporting, m ar ke ti ng ,  and o p e r a t i n g  the 

oil, gas, o r  o t h e r  m i n e r a l s ) . However, "subsurface" do es  not 

i n c l u d e  a n y  "mineral" that on J a n u a r y  3, 1959, was s u b j e c t  to 

l o c a t i o n  u n d e r  the m i n i n g  laws of the U n i t e d  States, does not 

i n d u c e  s a n d  a n d  gravel (whether or n o t  of a n  u n c o m m o n  variety) , 

a n d  d o e s  n o t  include water.

(b) "State percentage" means, as to each d i f f e r e n t  

s e c t i o n  or p o r t i o n  of a s e c t i o n  of N u i q s u t  s u bs ur fa ce  d e s c r i b e d  

in E x h i b i t  A  hereto, the u n d i v i d e d  p e r c e n t a g e  interest d e s c r i b e d  

as the "State percentage" f o l l o w i n g  the d e s c r i p t i o n  of that 

p a r t i c u l a r  s e c t i o n  or p o r t i o n  of a  s e c t i o n  in Exhibit A. "State 

percentage" means, as to e a c h  d i f f e r e n t  s e c t i o n  of P oint L a y  

s u b s u r f a c e  d e s c r i b e d  in E x h i b i t  B hereto, the u n d i v i d e d  

p e r c e n t a g e  i nterest d e s c r i b e d  as the "State percentage" following 

the d e s c r i p t i o n  of that p a r t i c u l a r  s e c t i o n  in Exhibit B.

(c) "ASRC percentage" means, as to eac h d i f f e r e n t  

s e c t i o n  o r  p o r t i o n  of a s e c t i o n  of N u i q s u t  su b su rf ac e d e s c r i b e d  

in E x h i b i t  A  hereto, the u n d i v i d e d  p e r c e n t a g e  interest d e s c r i b e d  

as t h e  "ASRC percentage" f o l l o w i n g  the d e s c r i p t i o n  of that 

p a r t i c u l a r  s e c t i o n  or p o r t i o n  of a s e c t i o n  in Exhibit A. "ASRC 

percentage" means, as to e a c h  d i f f e r e n t  s e c t i o n  of P o in t L a y  

s u b s u r f a g e  d e s c r i b e d  in E x h i b i t  B hereto, the u n d i v i d e d  

p e r c e n t a g e  interest d e s c r i b e d  as the "ASRC percentage" f o l l o w i n g  

the d e s c r i p t i o n  of that p a r t i c u l a r  s e c t i o n  in Exhib it  B.

(d) "Parcel" means, as to e a c h  enti re  s e c t i o n  of

N u i q s u t  s u b s u r f a c e  o r  Point L a y  s u b s u r f a c e  d e s c r i b e d  in E x h i b i t  ; 

or B, u h e  e n t i r e t y  of that section; a n d  as to less tha n all of a 

s e c t i o n  of N u i q su t s u b s u r f a c e  d e s c r i b e d  in Exhibit A, "parcel" 

m e a n s  o n l y  that p o r t i o n  of the s e c t i o n  so described.

(e) "Nuiqsut subsurface" m e a n s  the s u b s u r f a c e  in all

the u p l a n d s  a n d  s u b m e r g e d  l ands n o w  a n d  h e r e a f t e r  e x i s t i n g  in th* 

lands d e s c r i b e d  in s u b s e c t i o n  11.16 of the S et tl e me nt  A g r e e m e n t
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(subject, if a pp licable, to the p r o v i s i o n s  of p a r a g r a p h  2.3(b) of 

the Settle me nt  A g r e e m e n t ) .

(t) "Point Lay subsurface" m e a n s  the s ub s ur f a c e  in all 

the uplands a n d  s u b m e r g e d  lands n ow a n d  h e r e a f t e r  e x i s t i n g  in the 

lands d e s c r i b e d  in s u b s e c t i o n  11.19 of the S e t t l e m e n t  Agreement:.

(g) "Subsurface revenues" m e a n s  all b i d  deposits, 

bonuses, rents, net profits, royalties, the p r o c e e d s  of sales or 

exchanges, benefits, or a n y  o t h e r  th in g  of v a l u e  that is re c ei ve d 

a nd is a t t r i b u t a b l e  to or g e n e r a t e d  f r o m  the exploration, 

development, p r o du ct io n,  or o t h e r  e x p l o i t a t i o n  of, or lease, 

sale, exchange, or o t h e r  d i s p o s i t i o n  of a n y  int e re st  in the 

Nuiqsut s u b s u r f a c e  o r  Point L a y  subsurface, e x c e p t  as otherwise 

ex p re ss ly  p r o v i d e d  in p a r a g r a p h  7.3(b) of the S e t t l e m e n t  

Agreement. "Subsurface revenues" i ncludes all rents, profits and  

royalties, the p r o c e e d s  of sales or exchanges, benefits, or any 

o t he r thing of v a l u e  that is r e c e i v e d  a n d  is a t t r i b u t a b l e  to or 

g en er a t e d  f r o m  the oil a n d  gas leases d e s c r i b e d  in s e c t i o n  9 of 

the S e t t l e m e n t  A g r e e m e n t  a t t r i b u t a b l e  to a n y  p a r t  of the N u iq su t 

subsurface. W h e n  "subsurface revenues" are r e c e i v e d  in a form 

o th er  than cas h o r  c a s h  equivalents, the c a s h  fa ir  m a r k e t  v al u e 

at the time of the r e c e i p t  wi ll  be i n c l u d e d  in a n d  c o n s i d e r e d  as 

"subsurface revenues."

"Subsurface revenues" does not i n c l u d e  taxes of any 

k i n d  owed to the S t a t e  b y  a n y  person, i n c l u d i n g  ASRC.

"Subsurface revenues" a l s o  does not include the c u s t o m a r y  fees 

charged b y  the S t a t e  in c o n n e c t i o n  w i t h  the f i l i n g  of any  

a p p l i c a t i o n  for  a  permit, lease, license, o r  m i n i n g  claim, m i n in g 

lease, or m i n i n g  l e a s e h o l d  a p p l i c a t i o n  that are g e n e r a l l y  

appli ca bl e to a ll s u c h  a p pl ic a t i o n s  a n d  are not l i m i t e d  to or 

different in a m o u n t  w i t h  r e s pe ct  to a p p l i c a t i o n s  p e r t a i n i n g  to 

Nuiqsut s u b s u r f a c e  o r  Point L a y  s u b s u r f a c e  as c o m p a r e d  to other 

subsurface areas, or o t h e r  like g e n e r a l l y  a p p l i c a b l e  fees 

c u st om ar il y  c h a r g e d  b y  the State for author iz at io ns ,  

publications, or services.
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(h) "Person" me a ns  a natural p e r s o n  a n d  all types of 

p r i v a t e  or g o v e r n m e n t a l  entities, including but not l i m i t ed  to 

all such en tities l i s t e d  in AS 0 1 . 1 0 . C 6 0 (7), a n d  a n y  c or porate 

s u b s i d i a r y  or joint venture.

(i) "Fair m a r k e t  value" means the a mo un t  of m o n e y  that 

a n  inf or me d purchaser, w i l l i n g  but not o b l i g a t e d  to buy, would 

p a y  a n  inf o rm ed  seller, w i l l i n g  but not o b l i g a t e d  to sell, for 

p a r t i c u l a r  property, goods, or services.

2. C o n v e y a n c e . Pu rsuant to the S e t t l e m e n t  Agreement, the 

S t a t e  h e r e b y  grants, assigns, and conveys to A S R C  a n d  its 

s uc ce ss or s and assig ns

(a) the a p p l i c a b l e  A S R C  p e r c e n t a g e  set out in Exhibit 

A  h e r e t o  in a n d  to the s ub su r f a c e  in all those p o r t i o n s  of the 

N u i q s u t  s u bs ur fa ce  (without r e gard to w h e t h e r  that N u i q s u t  

s u b s u r f a c e  is w i t h i n  u p l a n d s  or sub m er ge d lands) in the 

r e s p e c t i v e  p a rc e ls  of N u i q s u t  subsur fa ce  in the B a r r o w  r ec or d i n g  

d i s t r i c t  in the S t a t e  of A l a s k a  d e s c r i b e d  in E x hi bi t A  h e r e t o  to 

w h i c h  the State has h e r e t o f o r e  a c qu i r e d  title in a n y  m a n n e r  other 

th an  b y  v i r t u e  of the A S R C  D e e d  de sc r i b e d  below, or m a y  h e r e a ft er  

a c q u i r e  title b y  v i r t u e  of a n y  future change in the boundary, 

location, or exte nt  of s u b m e r g e d  lands or u p l a n d s  w i t h i n  those 

r e s p e c t i v e  p a rc el s of N u i q s u t  subsurface, a n d

(b) the a p p l i c a b l e  A S R C  p e r c e n t a g e  set out in Exhibit

B h e re t o in and to the s u b s u r f a c e  in all those p o r t i o n s  of the 

P oi nt  L ay s u b s u r f a c e  (without r egard to w h e t h e r  that P oi nt  Lay 

s u b s u r f a c e  is w i t h i n  u p l a n d s  or s ub m er ge d lands) in the 

r e s p e c t i v e  p a r c e l s  of P oint L a y  s ubsurface in the B a r r o w

r e c o r d i n g  d i s t ri ct  in the S ta te  of A l a s k a  d e s c r i b e d  in Exhibit B

h e r e t o  to w h i c h  the State has h e re to f o r e  a c q u i r e d  title in any 

manner, or m a y  h e r e a f t e r  a c q u i r e  title b y  v i r t u e  of a n y  future 

c ha ng e in the boundary, location, or extent of s u b m e r g e d  lands or 

u p l a n d s  w i t h i n  t ho s e r e s p e c t i v e  parcels of Point Lay subsurface.

3. R e s e r v a t i o n . Pu r su an t to the S e t t l e m e n t  Agreement, in 

m a k i n g  this grant, assignment, and conveyance, the S ta te  reserves 

a n d  excepts to r'tself and its successors a nd assigns
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(a) the ap pl ic a b l e  State p e r c e n t a g e  set out in Exh ib it  

A  in a n d  to the s ub su rf ac e  in the p o r t i o n s  of the Nui qs ut  

s u b s u r f a c e  n o w  a nd h e r e a f t e r  e x i s t i n g  in the r e s p e c t i v e  parce ls  

of N u i q s u t  s u bs u r f a c e  d e s c r i b e d  in s u b p a r a g r a p h  2(a) above, and

(b) the a p p l i c a b l e  State p e r c e n t a g e  set out in Exhibit 

B in a n d  to the su bs ur f a c e  in the p o r t i o n s  of the Point Lay 

s u b s u r f a c e  n o w  a n d  h e r e a f t e r  e x i s t i n g  in the r e s p e c t i v e  parcels 

of Point Lay su b su r f a c e  d e s c r i b e d  in s u b p a r a g r a p h  2(b) above.

4. Future C h a n g e s . As p r o v i d e d  for in the S e t t l e m e n t  

A greement, A S R C  has g r a n t e d  or will g ra nt  to the S ta te  one or 

m o r e  w a r r a n t y  deeds (collectively, the "ASRC Deed") c o n v e y i n g  to 

the S t a t e  the ap pl ic ab l e A S R C  p e r c e n t a g e  set out in E x h ib it  A  in 

a n d  to the subsur fa ce  in all those p o r t i o n s  of the N u i q s u t  

s u b s u r f a c e  (without r eg ar d to w h e t h e r  that N u i q s u t  s u b s u r f a c e  is 

w i t h i n  u p l a n d s  or s u b m e r g e d  lands) in the r e s p e c t i v e  p a r c e l s  of 

N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in E x h ib i t A  h e r e t o  to w h i c h  A S R C  

has h e r e t o f o r e  a c q u i r e d  title, or m a y  h e r e a f t e r  a c q u i r e  title b y  

v i r t u e  of a n y  future change in the boundary, location, o r  extent 

of s u b m e r g e d  lands or u p la nd s w i t h i n  those r e s p e c t i v e  p a r c e l s  of 

N u i q s u t  subsurface, r e s e r v i n g  to A S R C  the a p p l i c a b l e  A S R C  

p e r c e n t a g e  set out in Exhi bi t  A  in the s u b s u r f a c e  in t h os e 

p o r t i o n s  of the N u i q s u t  s u b s u r f a c e  n o w  and h e r e a f t e r  e x i s t i n g  in 

those r e s p e c t i v e  par ce ls  of N u i q s u t  subsurface. This p a t e n t  is 

not i n t e n d e d  and shall not b e  c o n s t r u e d  to g ra nt  to A S R C  any 

i nt er e s t  in the State p e r c e n t a g e  in a n y  N u i q s u t  s u b s u r f a c e  w h i c h  

has b e e n  or is c o n v e y e d  f r o m  A S R C  to the S ta te  p u r s u a n t  to the 

A S R C  Deed, a n d  it is i n t e nd e d b y  the State a n d  A S R C  that, a ft er  

g i v i n g  e f f e c t  to this p a t e n t  a n d  the A S R C  Deed, the e n t i r e t y  of 

the N u i q s u t  su b su r f a c e  in e a c h  of the p a rc el s d e s c r i b e d  in this 

p a t e n t  a n d  in the A S R C  D e e d  shall b e  o w n e d  b y  the S t at e a n d  A S R C  

in u n d i v i d e d  interests in p r o p o r t i o n  to the a p p l i c a b l e  S ta te  

p e r c e n t a g e  and  the a p p l i c a b l e  A S R C  percentage, respectively, set 

out in Exhibit A. Further, p u r s u a n t  to the S e t t l e m e n t  Agreement, 

a n d  b o t h  w i t h  respect to the Point L a y  s u b s u r f a c e  a n d  the Nuiqs ut  

subsurface, it is e x p r e s s l y  s t i p u l a t e d  a nd p r o v i d e d  that the

1991 Settlement Agreement
Exhibit H, Page 5 oonwi.os



respective u n d i v i d e d  ownership interests of A S R C  (that is, the 

a pplicable A S R C  percent a ge  set out in Exhibit A  as t:o N u i q su t 

subsurface a n d  the applicable A S R C  p e r c e n t a g e  set out in Exhibit 

B as to Point Lay subsurface) and of the State (that is, the 

a pplicable S t a t e  p er ce n ta ge  set out in Exhibit A  as to N u i q s u t  

subsurface a n d  the a pp li ca b le  State p e r c e n t a g e  set out in Exhibi*- 

B as to Point L ay subsurface) in eac h r es pe ct i ve  parcel of 

Nuiqsut s u b s u r f a c e  d e s c r ib ed  in Exhibit A  an d in each re sp ec t i v e  

parcel of Point Lay subsurface d e s c r i b e d  in Exhibit B, 

respectively, will not change b y  v i r t u e  of any future change in 

the boundary, location, or extent of u p l a nd s or s ub me rg ed  lands 

w ithin sa id  parcel.

5. L e a s e s . To the extent that a n y  oil a n d  gas lease 

p r e v i o u s l y  g r a n t e d  b y  the State to a n y  p e r s o n  a n d  d e s c r i b e d  in 

p a r a g r a p h  2.2(d) of the S et tl e m e n t  A g r e e m e n t  is p r e s e n t l y  v a l i d  

and in force a n d  effect as to the s u bs u rf ac e in a ny p ar ce l of the 

Nuiqsut s u b s u r f a c e  d e s c r ib e d in E x h ib it  A, this conve ya n ce  is 

made s u b je ct  to that oil a n d  gas lease, a n d  subsurface re ve nu e s 

payable u n d e r  and in co nn ec ti o n w i t h  that oil a n d  gas lease as to 

that parce l of the Nuiq s ut  su bs u rf ac e a f te r the eff ec t iv e d a t e  of 

this p a t e n t  shall be owned b y  the S ta te  and A S R C  in p r o p o r t i o n  to 

the a p p l i c a b l e  State p er ce nt a ge  a n d  a p p l i c a b l e  A S R C  p e r c e n t a g e  as 

more fu ll y p r o v i d e d  in the S e t t l e m e n t  Agreement. N o t h i n g  h e r e i n  

is i n t en de d  or shall be c o n s t r u e d  to v a l i d a t e  or reinstate a n y  

oil or gas lease that is not o t h e rw is e  v a l i d  a nd extant.

6. H a b e n d u m . To have and to h o l d  the a pplicable u n d i v i d e d  

ASRC p e r c e n t a g e  interest set out in Exhibit A  in a nd to the 

portions of the Nuiq su t  su bs ur f ac e n o w  a nd h e r e a f t e r  e x i s t i n g  in 

the r e s p e c t i v e  parcels of the Nuiqs ut  s ub su rf a ce  d e s c r i b e d  in 

s u b p a r a g r a p h  2 (a) of this p a t en t  a n d  the a pplicable u n d i v i d e d  

ASRC p e r c e n t a g e  interest set out in Exhibit B in a nd to the 

portions of the Point Lay su bs ur fa c e n o w  a nd her ea ft e r e x i s t i n g  

in the r e s p e c t i v e  parcels of the Point Lay subsurface d e s c r i b e d  

in s u b p a r a g r a p h  2(b) of this patent, toge th e r wit h  all a nd 

singular the tenements, hereditaments, appurtenances, rights,
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encumbrances, a n d  acti on s thereto appertaining, unto AS RC  and  its 

successors a nd assigns, forever, subject to and in a ccordance 

with the terms a n d  pr ov is i o n s  of the S et tl em e nt  Agreement. The 

State h e r e b y  binds itself and its successors a n d  assigns, to 

warrant a nd f o r e v e r  d e f e n d  all and s i n g ul a r the interests hereby 

con ve ye d un to  A S R C  (its successors and assigns) agai ns t every 

p e r s o n  w h o m s o e v e r  l a w f u l l y  claiming or to c l a i m  the same or any 

part thereof, by, through, or u nd e r the State, but not otherwise, 

but subject in all respects to the S et tl e m e n t  A g r e e m e n t  and to 

the o t he r m a tt er s to w h i c h  this patent is mad e subject as set 

forth in it.

7. F u r th er  A s s u r a n c e s . The par ti e s a gr ee  to take all 

further acti on s a n d  execute, acknowledge, and d e l i v e r  any further 

documents that a re n e c e s s a r y  or useful in ca rr y in g out the 

pu r po se s of this patent. Witho ut  l i m i t a t i o n  to the foregoing, 

the State a g re es  to execute, acknowledge, a n d  d e l i v e r  to A S R C  all 

addit i on al  instruments, notices, and  o t h e r  d o c u me n ts  a n d  to do 

all o t h e r  a n d  f u r t h e r  acts an d things as m a y  be n e c e s s a r y  to mo re  

fully a n d  e f f e c t i v e l y  grant, convey, and  a s s i g n  to A S R C  the 

interests c o n v e y e d  h e r e b y  a nd intended to be so conveyed.

8. G o v e r n i n g  L a w . The v a l i d i t y  of this p a t e n t  shall be 

g ov er n e d  b y  a n d  it shall be c o ns trued in a c c o r d a n c e  w i t h  the laws 

of the S t a te  of Alaska.

9. C o u n t e r p a r t s . This patent m a y  be e x e c u t e d  in a n y  numbe r 

of co un terparts a n d  e a c h  counterpart shall be d e e m e d  to be an 

original instrument, but all counterparts shall constit ut e but 

one conveyance.

10. S u c c e s s o r s  and A s s i g n s . Subje ct  to the p ro vi si o ns  of 

the Se t tl em en t Agreement, thi3 patent shall b i n d  and enure to the 

benefit of the S t a t e  and AS RC  and the re sp e c t i v e  successors and 

assigns of each of them. The covenants and pr ov i s i o n s  of this 

patent a n d  of the S e t tl em en t A gr eement shall be covenants running 

with the land.

11. Prior W a r r a n t i e s . The State h e r e b y  assigns to ASR C 

with full right of subrogation, to the extent so transferable,
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the benefit of a nd the right to enforce the c o v e n a n t s  an d 

warranties, if any, w h i c h  the S tate is e n t i t l e d  to enforce w it h 

respect to the i n t e r e s t s  in the Nuiqsut s u b s u r f a c e  and Point Lay 

subsur fa ce  p r o v i d e d  h e r e i n  to b e  conv ey ed  to ASRC, including 

those against a n y  a s s i g n o r s  a n d  other p r e d e c e s s o r s  in title.

12. Patent E f f e c t i v e  D a t e . C h ap te r   S L A  199__  became

ef fective on _________________, 199_, and this p a te nt  is e ff e ctive and

takes effect as of that date.

ST AT E OF A L A S K A
D E P A R T M E N T  O F  N A T U R A L  RESOURCES

£ By.
Director, D i v i s i o n  of Land

f l

I

A

I

f l

f l

f l

f l

f l

T H E  STATE OF A L A S K A

J U D I C I A L  D I S T R I C T
s s .

This is to c e r t i f y  that on the d a y  of

_, 199___, b e f o r e  m e  a p p e a r e d

the p erson w h o  has b e e n  l a w f u l l y  d e l e g a t e d  the a u t h o r i t y  of

__________________________ , the D i r e c t o r  of the D i v i s i o n  of Land,

D ep ar t m e n t  of N a t u r a l  Resources, State of Alaska, to execu te  the

foregoing document; that ___________________________ e x e c u t e d  that

do cu me nt  u n d e r  legal a u t h o r i t y  a n d  wi th  k n o w l e d g e  of its 

contents; a n d  that this act w a s  p e r f o r m e d  f r ee ly  a n d  v o l u n t a r i l y  

u p o n  the p r e m i s e s  a n d  for the purp os e s s t at ed  in the document.

W i t n e s s  m y  h a n d  a n d  official seal the d a y  a nd y e a r  in 

this c e r ti fi ca te  f ir st  a bo v e written.

N otary Public in a n d  for Alaska 

M y  C o m m i s s i o n  Expires: ____________

1991 Settlement A g r e e m e n t  
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A C C E P T A N C E

A r c t i c  S lo pe  R e g i o n a l  C o rp or a t i o n  acc e pt s title to the 

a p p l i c a b l e  A S R C  p e r c e n t a g e  in the s ub su rf a ce  in the a b o v e­

de s c r i b e d  p r o p e r t y  s u b j e c t  to the ob ligations set f o r th  in this 

p a t e n t .

D a t e d  this ____________ d a y  of  ,

199___.

A R C T I C  SLOPE R E G I O N A L  C O R P O R A T I O N

By.
Ja co b Adams, Pr e si de nt

8

I
n

8

8

8

8

8

8

T H E  S T A T E  O F  A L A S K A  §
§

  J U D I C I A L  D I S T R I C T  S
s s .

This is to c e r t i f y  that on the d ay of
199___, b e f o r e  m e  a p p e a r e d  J a c o b  Adams, the p e r s o n

w h o  has b e e n  l a w f u l l y  a u t h o r i z e d  as the Pr esident of A r c t i c  Slope 
R e g i o n a l  Corporation, a c o r p o r a t i o n  o r g a n i z e d  a n d  e x i s t i n g  u n d e r  
the laws of the state of Alaska, to execute the f o r e go in g  
document; that J a c o b  A d a m s  e x e c u t e d  that d o cu m e n t  u n d e r  legal 
a u t h o r i t y  a n d  w i t h  k n o w l e d g e  of its contents; and that this act 
was p e r f o r m e d  freel y a n d  v o l u n t a r i l y  u p o n  the p r e m i s e s  a n d  for 
the p u r p o s e s  s t a t ed  in the document.

W i t n es s m y  h a n d  and  o fficial seal the day a n d  y e a r  in 
this c e r t i f i c a t e  first a b o v e  written.

N o t a r y  Public in and  for A l a s k a  

M y  C om mi ss i on  Expires: ____________

1991 S e tt le m e n t  A g r e e m e n t  
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E X H I B I T  A
TO P A T E N T  NO. __________________________

FROM T H E  S T A T E  OF A L A S K A  TO 
A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

1. A ll of s e c t i o n  _______, T______ N, R______ E, U m ia t
M e r i d i a n  ("UM"), in the B a r r o w  r e c o r d i n g  district, s tate of 
Alaska.

S t a t e  p e r c e n t a g e —  %; A S R C  p e r c e n t a g e —  %.

2. T h e  f o l l o wi ng  d e s c r i b e d  p o r t i o n  of s e c t i o n  _______,
T  N, R E, UM, in the B a r r o w  r e c o r d i n g  district, s ta te  of
Alaska:

I N S E R T  D E S C R I P T I O N

S t a t e  p e r c e n t a g e —  %; A S R C  p e r c e n t a g e —  %.

G eneral Format: Each sec tio n  o r p o rtio n  of a se c tio n  to  be described
s e p a ra te ly  w ith  S ta te  percentage and ASRC percentage to  be se t  out 
se p a ra te ly  fo r  each sec tio n  o r p o rtio n  o f a s e c t io n ._______________________

A l l  r e f e r e n c e s  in this E x h i b i t  A  a n d  in the f o r e g o i n g  p a t e n t  to a 
"section" of l a n d  c o n t a i n i n g  N u i q s u t  s u b s u r f a c e  r ef er  "o the 
e n t i r e t y  of the are a  (including a n y  a r e a  n o w  o r  h e r e a f t e r  
s i t u a t e d  w i t h i n  the B e a uf o rt  Sea) e n c o m p a s s e d  w i t h i n  a full 
s q u a r e  or r e c t a n g u l a r  s e c t i o n  (protracted or p r o j e c t e d  to the 
extent, if any, it is w i t h i n  the B e a u f o r t  Sea) c o n t a i n i n g  
a p p r o x i m a t e l y  640 acres.

S I G N E D  F O R  I D E N T I F I C A T I O N

By________
Name:
Title:

1991 Settlement Agreement
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E X H I B I T  B
TO P ATENT NO. ________________________

FROM THE STATE OF A L A S K A  TO 
A R C T I C  S LOPE R E G I O N A L  C OR PO R A T I O N

1. All of s e c t i o n  _______ , T _______N, R_____E, Umiat
M e r i d i a n  ("UM"), in the B a r r o w  r e c o r d i n g  district, state of 
Alaska.

S t a t e  p e r c e n t a g e — _____ %; A S R C  p e r c e n t a g e — ______ %.

2. All of s e c t i o n  , T __________ N, R_____E, UM, in the
B a r r o w  r e c o r d i n g  district, state of Alaska.

S t a t e  p e r c e n t a g e — _____ %; A S R C  p e r c e n t a g e — ______ %.

General Form at: Each section  to  be d escribed  se p a ra te ly  w ith S ta te
percentage and ASRC percentage to  be se t  out sep a ra te ly  fo r  each se c tio n .

All r e f e r e n c e s  in this Exh ib i t B a n d  in the foregoing p a t e n t  to a 
"section" of l a n d  c on ta i n i n g  Point L a y  s ub su rf a ce  refer to the 
e n t i r e t y  of the a r e a  (including a n y  a r e a  n o w  o r  he re af t er  
s i t u a t e d  w i t h i n  the Chukchi Sea o r  the K a s e g a l u k  Lagoon) 
e n c o m p a s s e d  w i t h i n  a full square o r  r e c t a n g u l a r  section 
(protracted or p r o j e c t e d  to the extent, if any, it is w i t h i n  the 
C h u kc hi  S e a  o r  the K as eg a l u k  Lagoon) c o n t a i n i n g  a p p r o x i m a t e l y  640 
a c r e s .

S IGNED FOR IDENTIFI CA TI ON

By________
N a m e : 
Title:

1991 Settlement Agreement
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EXHIBIT I

STATE OF ALASKA

PATENT NO.

This p a te nt  is m a d e  f r o m  the State of Alaska, through its 

D ep ar t m e n t  of N a tu ra l R e s o u r c e s  ("State"), w h o s e  m a i l i n g  address 

is Chief, Ti t le  A d m i n i s t r a t i o n  Section, D i v i s i o n  of Land, State 

of Alaska, D e p a r t m e n t  of N a t u r a l  Resources, 3601 C Street,

Suite 960, Anchorage, A l a s k a  99503, p ursuant to c h a p t e r  ____ SLA

199__ , to A r c t i c  Slope R e g i on al  Corporation, an A l a s k a

c o rp or a t i o n  ("ASRC"), whose m a i l i n g  address is P. 0. B o x  129, 

Barrow, A l a s k a  99723.

W I T N E S S E T H  :

This p a t e n t  is m a d e  p u r s u a n t  to the "1991 S e t t l e m e n t  

A g r e e m e n t  B e t w e e n  A r c t i c  S l o p e  Regional C o r p o r a t i o n  a n d  the State 

of A l a s k a  " ("Settlement Agreement"), w h i c h  w as r a t i f i e d  a n d

a p p r o v e d  b y  the A l a s k a  L e g i s l a t u r e  in chapt er  ____ S L A  199__  and

to w h i c h  re fe re n ce  is he re  m a d e  for all purposes. The S e tt le me nt  

A g r e e m e n t  has b e e n  reco r de d in the r e co rding o f f i c e  of the B a r r o w  

r e c o rd i ng  d i s t r ic t and  has b e e n  no te d in the l a n d  records s y s t e m  

m a i n t a i n e d  b y  the Stat e' s D e p a r t m e n t  of N a t u r a l  Resources.

Now, therefore, in c o n s i d e r a t i o n  of the premises, the mutual 

covenants and ag re em e n t s  c o n t a i n e d  h e re in  a n d  in the S e tt le me n t 

Agreement, a n d  o t h e r  g o o d  a n d  v a l u a b l e  c o n s i d e r a t i o n  (the receipt 

a nd s u f f i c i e n c y  of w h i c h  are all h er eb y a c k n o w l e d g e d ) , A S R C  and 

the State h e r e b y  a gr ee  as follows:

1. D e f i n i t i o n s . In this patent, the f o l l o w i n g  d e fi ni ti on s 

apply:

(a) "Subsurface" m e a n s  all interests in oil, gas, or 

ot he r minerals, n o w  k n o w n  or d i s c o v e r e d  in the future in, on, or 

u n de r land (including all depths, formations a n d  h o r i z o n s ) , 

together wit h all rights, privileges, b enefits a n d  po wers 

co nf er re d u p o n  the o w n e r  of that interest w i t h  respect to the use 

and o c c u p a t i o n  of the surf ac e of, and subsu r fa ce  dept hs  under,
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the lands that m a y  be necessary, convenient, or incidental to the 

p os se s s i o n  a n d  e n j o ym e nt  (including, with ou t limitation, 

exploring, drilling, developing, producing, mining, saving, 

handling, treating, transporting, m a r k e t i n g  and o p e r a ti ng  oil, 

gas, or o th er  minerals). However, "subsurface" does not include 

any "mineral" that o n  J a n u a r y  3, 1959, was subj ec t to location 

u n de r the m i n i n g  laws of the U n i t e d  States, does not include sand 

and g ravel (whether o r  not of a n  u n c o m m o n  v a r i e t y ) , a n d  does not 

include water.

(b) "State percentage" means, as to ea ch  di ff erent 

section or p o r t i o n  of a s e c ti o n of N u i qs ut  s u bs ur fa ce  de sc r ib ed  

in Exhib i t A  hereto, the u n d i v i d e d  p e r c e n t a g e  interest de sc ri be d 

as the "State percentage" f o l l o w i n g  the d e s c r i p t i o n  of such 

p a r t i c u l a r  s e c t i o n  o r  p o r t i o n  of a sect io n in Exhibit A.

(c) "ASRC percentage" means, as to e a c h  d i f f e r e n t  

sect io n or p o r t i o n  of a s e ct io n  of N u iq su t s ub su r f a c e  d e s c r i b e d  

in Exhi bi t A  hereto, the u n d i v i d e d  p e r c e n t a g e  int er es t d e s c r i b e d  

as the "ASRC percentage" f ol lo w i n g  the d e s c r i p t i o n  of such 

p a r t i c u l a r  s e c t i o n  or p o r t i o n  of a s e ct i on  in E x h ib i t A.

(d) "Parcel" means, as to e a c h  en tire s e c t i o n  of 

N uiqsut s u b s u r f a c e  d e s c r i b e d  in E x h ib it  A, the e n t i r e t y  of that 

section; and as to less than all of a s e c t i o n  of Nuiqs ut  

subsur fa ce  d e s c r i b e d  in Exhibit A, "parcel" means o n l y  that 

port io n of the s e c t i o n  so described.

(e) "Nuiqsut subsurface" m eans the su bs ur f a c e  in all 

the upla nd s a n d  s u b m e r g e d  lands n o w  and  h e r e af te r  e x i s t i n g  in the 

lands d e s c r i b e d  in s u b s e c t i o n  11.16 of the S e t t l e m e n t  A g r e e m e n t  

(subject, if applicable, to the pr o vi si on s of p a r a g r a p h  2.3(b) of 

the S e t t l e m e n t  A g r e e m e n t ) .

(f) "Subsurface revenues" m e an s all b i d  deposits, 

bonuses, rents, net profits, royalties, the p r oceeds of sales or 

exchanges, benefits, or any o t h e r  thing of v a l u e  that is rece iv ed  

and is a t t r i b u t a b l e  to or g e n e r a t e d  from the exploration, 

development, production, or o t h e r  e x p l o i t a t i o n  of, or lease, 

sale, exchange, or o t h e r  d i s p o s i t i o n  of any interest in the
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Nuiqsut subsurface, except as o t h e rw is e e x p r e ss ly  p r o v i d e d  in 

p a r a g r a p h  7.3(b) of the Settlement Agreement. "Subsurface 

revenues" in cl ud es  all rents, profits, a n d  royalties, the 

pr oc ee ds  of sales or exchanges, benefits, or any ot h er  thing of 

v al ue  that is r e c e i v e d  and is a t t r i b u t a b l e  to or g e n e r a t e d  from 

the oil a n d  gas leases d e s c ri be d in s e c t i o n  9 of the Se tt l e m e n t  

A g r e e m e n t  a t t r i b u t a b l e  to a n y  part of the Nui q su t subsurface.

W h e n  "subsurface revenues" are r e c e i v e d  in a form o th e r than cash 

or c a s h  e qu iv alents, the cash fair m a r k e t  v al ue  at the time of 

the r e c e i p t  wi ll  be i n cluded in a n d  c o n s i d e r e d  as "subsurface 

r e v e n u e s ."

"Subsurface revenues" does not include taxes of a n y  

kind o w e d  to the State by any person, inc lu di n g ASRC.

"Subsurface revenues" also does not include the c u s t o m a r y  fees 

char ge d b y  the S ta t e in c on ne ct io n  w i t h  the filing of a n y  

a p p l i c a t i o n  for  a permit, lease, license, or m i n i n g  claim, m i n i n g  

lease, or m i n i n g  le a se ho ld  a p p l i c a t i o n  that are g e n e r a l l y  

a p p l i c a b l e  to all such app li ca ti on s a n d  are not limit ed  to or 

d if fe r e n t  in a m o u n t  w i t h  respect to a p p l i c a t i o n s  p e r t a i n i n g  to 

N u i q s u t  s u b s u r f a c e  as com pa re d to o t h e r  subsu rf ac e  areas, or 

other like g e n e r a l l y  applicable fees c u s t o m a r i l y  c h a rg ed  b y  the 

State f or au th o rizations, publications, or services.

(g) "Person" means a n a tu r al  p e r s o n  an d all types of 

p r iv at e o r  g o v e r n m e n t a l  entities, inc lu di ng  but not l i m i t e d  to 

all e n t i t i e s  l i s t e d  in A S  01.10.060(7), a nd a ny co rp or at e 

s u b s i d i a r y  or joint venture.

(h) "Fair market value" means the amount of m o n e y  that 

an i n f o r m e d  purchaser, w i l l i n g  b ut not o b l i ga te d to buy, w o u l d  

pay a n  i n f o r m e d  seller, willing b ut not o b l i g a t e d  to sell, for 

p a r t i c u l a r  property, goods, or services.

2. Conve y an ce . Pursuant to the S et tl e m e n t  Agreement, the 

State h e r e b y  grants, assigns, and conveys to AS RC  a nd its 

successors a n d  assi g ns  the a pp li c a b l e  A S R C  p e r c e n t a g e  set out in 

Exhibit A  h e r e t o  in and to the subsu rf ac e in all those p o r t i o n s  

of the N u i q s u t  s ub s ur f a c e  (without regard to w h e t h e r  that N u i qs ut
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subsurface is w i t h i n  uplands o r  s u b m e r g e d  lands) in the 

respective p a r c e l s  of Nuiqsut s u b s u r f a c e  in the B a r r o w  recording 

district in the S t a t e  of A l a s k a  d e s c r i b e d  in Exhibit A  hereto to 

which the S t a t e  has h e r e t o f o r e  a c q u i r e d  title in any m a n n e r  other 

than by v i r t u e  of the A S R C  Dee d d e s c r i b e d  below, or m a y  h e r e af te r 

acquire title b y  v i r t u e  of any future c h a n g e  in the boundary, 

location, or e x t e n t  of s u b m e rg ed  lands o r  u p l a n d s  w i t h i n  those 

respective p a r c e l s  of Nuiq su t s ub surface.

3. R e s e r v a t i o n . Pursuant to the S e t t l e m e n t  Agreement, in 

m ak in g this grant, assignment, and conveyance, the State reserves 

and excepts to i t se lf  and its s u c c e s s o r s  a n d  assigns, the 

applicable S t a t e  p e r c e n t a g e  set cut in E x h i b i t  A  in and to the 

subsurface in the p o r t i o n s  of the N u i q s u t  s u b s u r f a c e  n o w  a n d  

he re af te r e x i s t i n g  in the r e s pe ct iv e p a r c e l s  of N u i q s u t  

subsurface d e s c r i b e d  in p a r a g r a p h  2 above.

4. F u t u r e  C h a n g e s . As p r o v i d e d  fo r in the Se tt l e m e n t  

Agreement, A S R C  has g r a n t e d  or will g r a n t  to the S t a t e  one or 

more w a r r a n t y  d e e d s  (collectively, the "ASRC Deed") c o n v ey in g  to 

the State the a p p l i c a b l e  A S R C  p e r c e n t a g e  set out in Exhibit A  in 

and to the s u b s u r f a c e  in all those p o r t i o n s  of the Nuiqsut 

s ubsurface (without r e g a r d  to w h e t h e r  that N u i q s u t  s ub su r fa ce  is 

w i th in  upla nd s or s u b m e r g e d  lands) in the r e s p e c t i v e  par c el s of 

Nuiq su t s u b s u r f a c e  d e s c r i b e d  in E x h i b i t  A  h e r e t o  to w h i c h  A S R C  

has he r et o f o r e  a c q u i r e d  title, o r  m a y  h e r e a f t e r  a c q u i r e  title b y  

v ir tu e of a n y  f u t u r e  c h a n g e  in the boundary, location, or extent 

of s u b m er g ed  l a n ds  o r  u p l a n d s  w i t h i n  th os e r e s p e c t i v e  p a rc el s of 

Nui q su t subsurface, r e s e r v i n g  to A S R C  the a p p l i c a b l e  A S R C  

perce n ta ge  set out in E x h i b i t  A  in the s u b s u r f a c e  in those 

portions of the N u i q s u t  subsur fa ce  n o w  a n d  h e r e a f t e r  exis ti ng  in 

those r e s p e c t i v e  p a r c e l s  of Nuiqsut subsurface. Thi s  pa tent is 

not intended a n d  s hall not be c o n s t r u e d  to grant to A S R C  any 

interest in the S t a t e  p e r c e n t a g e  in a n y  N u i q s u t  s u b s u r f a c e  w h i c h  

has b e e n  or is c o n v e y e d  fr o m AS RC  to the S t a t e  p u r s u a n t  to the 

A SR C Deed, a nd it is i n t e n d e d  by the S t a t e  a n d  A S R C  that, after 

giving effect to this p a t e n t  and the A S R C  Deed, the e n t i re ty  of
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the N u i qs u t s u b s u r f a c e  in each of the parce ls  d e s c r i b e d  in this 

p atent and in the A S R C  D e e d  shall be o wn ed  by the S ta te  and ASRC 

in u n d i v i d e d  interests in p ro p or ti on  to the a p p l i c a b l e  State 

p e r c e n t a g e  a nd the a p p l i c a b l e  ASR C percentage, respectively, set 

out in Exhibit A. Further, pursuant to the Se tt le m e n t  Agreement, 

it is e x p r e s s l y  s t i p u l a t e d  and p r o v i d e d  that the respective 

u n d i v i d e d  o w n e r s h i p  i n te rests of ASR C  (that is, the ap p li ca bl e 

A S R C  p e r c e n t a g e  set out in Exhibit A) and of the St at e (that is, 

the a p p l i c a b l e  S t a t e  pe rc en t a g e  set out in Exhibit A) in each 

r es pe ct iv e parcel of N u iq s ut  subsurface d e s c r i b e d  in Exhibit A  

will not change b y  v i r t u e  of any future c h ange in the boundary, 

l o c a t i o n  or extent of u p la nd s or su bm er g ed  lands w i t h i n  said 

p a r c e l .

5. L e a s e s . T o  the extent that a n y  oil a n d  gas lease 

p r e v i o u s l y  g r a n t e d  b y  the State to a n y  p e r s o n  a n d  d e s c r i b e d  in 

p a r a g r a p h  2.2(d) of the Settlement A g r e e m e n t  is p r e s e n t l y  v a l i d  

a n d  in force a n d  e ff ec t as to the s ub su r f a c e  in any p a r c e l  of the 

N u i q s u t  subsur fa ce  d e s c r i b e d  in Exhibit A, this c on ve y a n c e  is 

m a d e  s u b je ct  to that oil a n d  gas lease, a n d  s ub su rf ac e revenues 

p a y a b l e  u n d e r  a n d  i n  c on ne c t i o n  w i t h  that oil a n d  gas lease as to 

that p a r ce l of the N u i q s u t  subsurface a f t e r  the e f f e c ti ve  da te  of 

this p a t e n t  shall b e  o wn ed  b y  the State a n d  A S R C  in p r o p o r t i o n  to 

the a p p l i c a b l e  S t a t e  p e r c e n t a g e  a n d  a p p l i c a b l e  A S R C  p e r c e n t a g e  as 

m o r e  fu ll y p r o v i d e d  in the Settlement Agreement. N o t h i n g  he rein 

is i n t en de d  or shall be construed to v a l i d a t e  o r  re in s t a t e  any 

oil or gas lease w h i c h  is not otherwise v a l i d  a n d  extant.

6. H a b e n d u m . To have and to h o l d  the a p p l i c a b l e  u n d i v i d e d  

A S R C  p e r c e n t a g e  int er es t set out in Exhib it  A  in and to the 

p o r t i o n s  of the N u i q s u t  subsurface n ow and h e r e a f t e r  e x i s ti ng  in 

the r e s pe ct iv e p a r c e l s  of the Nuiqsut s u bs ur f a c e  d e s c r i b e d  in 

p a r a g r a p h  2 of this patent, together wi th  all a n d  s i n g u l a r  the 

tenements, hereditaments, appurtenances, rights, e n c u m b r a n c e s , 

a n d  actio ns  thereto appertaining, unto A S R C  an d its success or s 

a nd assigns, forever, subject to and in a c c o r d a n c e  w i t h  the terms 

a n d  pr ov is io n s of the Settle me nt  Agreement. The State does
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h e r e b y  b i n d  itself a n d  its s u c c e s s o r s  and assigns to w a r r a n t  and 

f o r e v e r  d e f e n d  all a n d  s i n g u l a r  the interests h e r e b y  c o n v e y e d  

u n t o  A S R C  (its s u cc es so rs  a n d  assigns) against e v er y p e r s o n  

w h o m s o e v e r  l a w f u l l y  c l a i m i n g  or to c l a i m  the same o r  a n y  part 

thereof, by, t h r o u g h  o r  u n d e r  the State, but not otherwise, but 

s u b j e c t  in all r espects to the S e t t l e m e n t  A g r e e m e n t  a n d  to the 

o t h e r  m a t t e r s  to w h i c h  this p a t e n t  is made subje ct  as set forth 

in it.

7. F u r t h e r  A s s u r a n c e s . T he p a r ti es  a gr ee  to take all such 

f u r t h e r  a c t i o n s  and execute, a c k n o w l e d g e  an d d e l i v e r  s u c h  f u r t h e r  

d o c u m e n t s  that are n e c e s s a r y  or u s e f u l  in c a r r yi ng  out the 

p u r p o s e s  of this patent. W i t h o u t  li mi t a t i o n  to the foregoing, 

the S t a t e  ag rees to execute, a c k n o w l e d g e  a nd d e l i v e r  to A S R C  all 

s u c h  o t h e r  ad di t i o n a l  instruments, notices and o t h e r  d o c u m e n t s  

a n d  to do all such o t h e r  a n d  furt he r acts a n d  things as m a y  be 

n e c e s s a r y  to m o r e  f u l l y  a n d  e f f e c t i v e l y  grant, c o n v e y  a n d  a s s i g n  

to A S R C  t h e  in te rests c o n v e y e d  h e r e b y  a n d  i n t e n d e d  to b e  so 

conveyed.

8. G o v e r n i n g  L a w . The v a l i d i t y  of this p a t e n t  shall be 

g o v e r n e d  b y  a n d  it s hall be c o n s t r u e d  in a c c o r d a n c e  w i t h  the laws 

of the S t a t e  of Alaska.

9. C o u n t e r p a r t s . This p a t e n t  m a y  be e x e c u t e d  in a n y  n u m b e r  

of c o u n t e r p a r t s  and e a c h  co un te r p a r t  shall be d e e m e d  to b e  an 

o r i g i n a l  instrument, b ut all suc h co un terparts shall c o n s t i t u t e  

b u t  o n e  conveyance.

10. S uc ce s s o r s  a n d  A s s i g n s . Sub je ct  to the p r o v i s i o n s  of 

the S e t t l e m e n t  Agreement, this pa tent shall b i n d  a nd e n u r e  to the 

b e n e f i t  of the S tate a n d  A S R C  a n d  the respec ti ve  s u c c e s s o r s  a n d  

a s s i g n s  of ea ch  of them. The co venants a nd p r o v i s i o n s  of this 

p a t e n t  a n d  of the S e t t l e m e n t  A g r e e m e n t  shall be c o v e n an ts  r u n ni n g 

w i t h  the land.

11. P ri or  W a r r a n t i e s . T h e  S ta te  h e re b y a s s i g n s  to A S R C  

w i t h  full right of s ub ro gation, to the extent so transferable, 

the b e n e f i t  of a n d  the right to enfo rc e  the cov en a nt s a n d  

w ar ra n t i e s ,  if any, w h i c h  the State is e n t it le d  to e n f o r c e  w i t h
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respect to the interests in the N u i q s u t  subsurface p r o v i d e d  

h erein to b e  c o n v e y e d  to ASRC, i n c l u di n g those against a n y  

assignors a n d  other p r ed ec e s s o r s  in title.

12. Patent Effective D a t e . This p atent is eff ec t iv e and

takes ef fect as of __________________________ , 199 , the da t e the

par ce ls  (whether one or more) of N u i q s u t  subsurface d e s c r i b e d  in 

E xhibit A  b e c a m e  "Fully C o n v e y e d  Sections" as d e f i n e d  in the 

S ettle me nt  Agreement.

S T AT E OF A L A S K A
D E P A R T M E N T  OF NATU RA L  R E S O UR CE S

By-------------------------------------
Director, D ivision of L a n d

THE STATE O F  A L A S K A  §
§ ss.

_____________ J U D I C I A L  D I S T R I C T  §

This is to cer ti fy  that on the ______  d a y  of

___________________ , 199__, b e f o r e  me a p p e a r e d  ___________________________ ,

the p e r s o n  w h o  has b e e n  l a w f u l l y  d e l e g a t e d  the a u t h o r i t y  of

__________________________ , the D i r e c t o r  of the D i v i s i o n  of Land,

Department of Nat u ra l Resources, St at e of Alaska, to e x e c u t e  the

foregoing document; that ___________________• '■ execute d that

document u n d e r  legal a u t h o r i t y  and w i t h  k no wledge of its 

contents; a n d  that this act was p e r f o r m e d  freely a nd v o l u n t a r i l y  

up on  the p r e m is es  and for the pu r po se s s t a t e d  in the document.

W i t n e s s  m y  ha nd  a n d  off ic ia l seal the d a y  a n d  y e a r  in 

this c e rt i fi ca te  first above written.

N o t a r y  Public in and for A l a s k a  

M y  C o m m i s s i o n  Expires.- ____________
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A r c t i c  S l o p e  Regional C o r p o r a t i o n  accep ts  title to the 

applicable A S R C  pe rc e n t a g e  in the s u b s u r f a c e  in the a b o v e - 

d e scribed p r o p e r t y  subject to the o b l i g a t i o n s  set forth in this 

patent.

D a t e d  this ___________  d a y  of  ,

199___.

A R C T I C  S L O P E  R E G I O N A L  C OR P OR AT IO N

By.

|

• X

J a c o b  Adams, President

THE STATE O F  A L A S K A  §
§

JUD I C I A L  D I S T R I C T  §
ss.

T h i s  is to certify that on the d a y  of
199___, befor e  me a p p e a r e d  J a c o b  Adams, the

p e r s o n  who has b e e n  lawfully a u t h o r i z e d  as the President of 
A r ct ic  Sl op e R e gi o n a l  Corporation, a c o r p o r a t i o n  or ga ni ze d and 
e xisting u n d e r  the laws of the state of Alaska, to execute the 
foregoing document; that J acob Adams e x e c u t e d  that do cument u n d e r  
legal a u t h o r i t y  a n d  w i t h  kn ow ledge of its contents; a nd that this 
act was p e r f o r m e d  freely and v o l u n t a r i l y  u p o n  the prem is es  and 
for the p u r p o s e s  s t a t e d  in the document.

W i t n e s s  m y  hand and official seal the d a y  and  y e a r  in 
this c e r t i f i c a t e  first above written.

N o t a r y  Publ ic  in and for A l a s k a  

M y  C o m m i s s i o n  Expires: ____________

f f l
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E X H I B I T  A  
TO P A T E N T  NO.

F R O M  THE STATE OF A L A S K A  TO 
A R C T I C  SLOPE RE GIONAL C O R P O R A T I O N

All of section N, R E, Umiatg t v . L J . w u  ______________ f A ______________^  I ^

M e r id ia n  ("UM"), in the B a r r o w  recording district, state of 
Alaska.

State p e r c e n t a g e —  %; A S R C  p er ce n t a g e — _ %,

A l as ka

2. T h e  fo ll ow i ng  d e s c r i b e d  p o r t i o n  of s e c t i on  _______,
N, R____ E, UM, in the B a r r o w  r e c o r d i n g  district, state of

n

f l

f l

INSE RT  D E S C R I P T I O N

State p e r c e n t a g e —  %; A S R C  pe rc en t a g e — _

General Format: Each sec tio n  or p o rtio n  of a sec tio n  to  be described
sep ara te ly  w ith  S ta te  percentage and ASRC percentage to  be se t out 
sep ara te ly  fo r  each sec tio n  o r p o rtio n  of a se c t io n .______________________________

All references i n  this Exhi bi t A  a nd in the f o r e g o i n g  p a t en t to a 
"section" of lan d c o nt ai n i n g  N u i q s u t  s u b s u r f a c e  r e f e r  to the 
ent ir et y of the a r e a  (including a n y  a r e a  n o w  o r  h e r e a f t e r  
s ituated w i t h i n  the Bea uf or t Sea) e n c o m p a s s e d  w i t h i n  a full 
square or r e c t a n g u l a r  section (protracted or p r o j e c t e d  to the 
extent, if any, it is w i t h i n  the B eaufort Sea) co nt a i n i n g  
a p p r o x i m a t e l y  640 acres.

S IG NE D FOR I D E N T I F I C A T I O N

T x c ^ :

f l

f l

f l

f l
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EXHIBIT J

NOTICE OF A SS IG N ME NT S 
OF

SUBSUR FA CE  INTERESTS A N D  RIGHTS 
UNDER STATE OF A L A S K A  

O IL A N D  GAS LEASE

TO: [NAME AND ADDRESS OF LESSEE]
Th is  n o t i c e  p ertains to the fo ll o wi ng  oil a n d  gas lease 

(the "Subject Lease") issued b y  the S tate of Alaska:

Oil a n d  Gas Lease A D L _____________________ [ I f  a p p l i c a b le ,
ad d : (originally numbe r  A D L   ) J
d e s c r i b i n g  the following lands in the B a r r o w  r ec or d i n g  
district, State of Alaska:

T o w n s h i p  ______  North, Range   East, Umiat Meridian:

s e c t i o n   : all (640 acres)
s e c ti on   : all (640 acres)*

C o n t a i n i n g    acres, m o r e  o r  less (the "Lease
P r e m i s e s " ) .

[ * I f  l e s s  th an  a l l ,  d e s c r ib e  p o r t i o n  and a c r e s . ]
N o t i c e  is h e re by  g i v e n  that:

1. T he State of A l a s k a  ("State") a n d  A r c t i c  S l o p e  
R e g i o n a l  C o r p o r a t i o n  ("ASRC") e n t e r e d  into the "1991 S et tl e m e n t  
A g r e e m e n t  B e t w e e n  A r c t i c  S lope Reg io n al  C o r p o r a t i o n  a n d  T h e  State 
of A l a s ka " ("Settlement Agreement") w h i c h  was r a t if ie d a n d
a p p r o v e d  b y  the A l a s k a  L e g is la tu re  in c h a pt e r ____ S L A  199 . The
S e t t l e m e n t  A g r e e m e n t  has b e e n  r e c o r de d in the re c or di ng  o f f i c e  of 
the B a r r o w  r e c o r d i n g  dis tr i ct  a n d  has b e e n  n o t e d  in the lands 
r e c o r d s  s y s t e m  m a i n t a i n e d  b y  the State's D e p a r t m e n t  of N a t u r a l  
R e s o u r c e s .

2. Pu rs ua nt  to the S e tt le me nt  Agreement, by w a r r a n t y
d e e d  m a d e  e f f e c t i v e  as of _________________,199___, A S R C  conveyed to
the S ta te  a n  u n d i v i d e d  pe rc e n t a g e  interest (the "State 
Percentage") in a n d  to all p o r ti on s of the s ub su rf a ce  in the 
r e s p e c t i v e  s e c t io ns  in the Lease Premises ow ne d b y  ASRC, 
i n c l u d i n g  b o t h  uplan d s and s u b m e r g e d  lands n o w  an d h e r e a f t e r  
existing, as follows:

1991 Settlement Agreement
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Section No. State Percentage

3. P u r s u a n t  to the S e tt le m e n t  Agreement, by patent
no.___________ m a d e  e f f e c t i v e  as of _________________ , 199__ , the State
conveyed to A S R C  a n  u n d i v i d e d  p e r c e n t a g e  int er es t (the "ASRC 
Percentage") i n  a n d  to all p o r t i on s of the s u bs ur f a c e  in the 
r espective s e c t i o n s  in the Lease Premises o w n e d  b y  the State, 
including b o t h  u p l a n d s  a nd s ub me r g e d  l an ds  n o w  and h e r e a ft er  
existing, as follows:

S ection No._______________________________________ A S R C  Percentage

4. A s  p r o v i d e d  in the S e t t l e m e n t  Agreement, no change 
in the boundary, location, or extent of s u b m e r g e d  lands or 
uplands w i t h i n  a n y  s e c t i o n  of the L ease P r e m i s e s  will alter- 
increase, or d i m i n i s h  the State P e r c e n t a g e  or the A S R C  P ercentage 
of the s u b s u r f a c e  a n d  rentals, royalties, a n d  o t h e r  s ubsurface 
revenues in a n d  a t t r i b u t a b l e  to such s e c t i o n  o w n e d  b y  the State 
a n d  ASRC, resp ec t iv el y.

5. A s  p r o v i d e d  in the S e t t l e m e n t  A g r e e m e n t  a n d  
n o t w i t h s t a n d i n g  a n y  p r o v i s i o n  of s e c t i o n  1 4 (g) of the A l a s k a  
Nati ve  Claims S e t t l e m e n t  Act of 1971 ("ANCSA"), all rentals, 
royalties, a n d  o t h e r  s u b s u r f a c e  re/e n ue s w i t h  respect to and 
p a y a bl e on a c c o u n t  of p r o d u c t i o n  of oil o r  gas fro m ea ch  section 
of the Lease P r e m i s e s  shall b e  o w n e d  b y  a n d  p a y a b l e  to the State 
a n d  ASRC, res pe ct iv el y , in p r o p o r t i o n  to t h e  S ta t e Perce nt ag e and 
A S R C  P er ce n t a g e  in that p a r t i c u l a r  s e c t i o n  a n d  shall not be 
p o o l e d  or c o m m u n i t i z e d  w i t h  or p a y a b l e  to the owners of the 
subsu rf ac e in a n y  o t h e r  sec ti on  of the L e a s e  Premises.

6. A s  p r o v i d e d  for in the S e t t l e m e n t  Agreement, the 
lessee u n d e r  t he S u b j e c t  Lease is h e r e b y  d i r e c t e d  to p a y  all 
rentals, royalties, a n d  o th er  s u b s u r f a c e  r e v en ue s  b ec om i n g  
p a y ab le  b y  the l e s s e e  u n d e r  the S u b j e c t  L e a s e  a f t e r  the effective 
date of the w a r r a n t y  d e e d  a n d  p at en t d e s c r i b e d  in parag ra ph s 2 
a n d  3 above, as follows:

(a) T o  ASRC, to the extent of the ap pl ic a b l e  AS R C 
Pe rc en t a g e  in the s u bs ur fa ce  in the p a r t i c u l a r  section of 
the L e as e P r e m i s e s  wit h respect to w h i c h  s u c h  rentals, 
royalties, or o t h e r  s ub s ur fa ce  r e v e n u e s  b e c o m e  payable, at 
the f o l l o w i n g  a d d r e s s  (or suc h  o t h e r  addr e ss  of w h i c h  notice 
is h e r e a f t e r  g i v e n  b y  A S R C  to suc h l e s s e e ) :
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(b) To the State, to the extent of the a p p l i c a b l e  
State P e r c e n t a g e  in the subsurface in the p a r t i c u l a r  
sect io n of the L e as e Premises w i t h  r e s pe c t to w h i c h  
such rentals, royalties, or other s u b s u r f a c e  revenues 
b e c o m e  payable, at the following address (or s u c h  other 
address of w h i c h  n otice is h er ea ft e r g i v e n  b y  the State 
to such l e s s e e ) :

7. N o t i c e s  f r o m  the lessee u n d e r  the S u bj ec t Lease to 
the "lessor" u n d e r  the Subject Lease a f t e r  the e f f e c t i v e  date of 
the w a r r a n t y  d e e d  a n d  p atent de sc ri b ed  in p a r a g r a p h s  3 a n d  4
a bove are to be g i v e n  b o t h  to ASRC, at the a d d r e s s  s ho wn  in
p a r a g r a p h  6(a) a b o v e  (or such other address of w h i c h  noti ce  is 
h e r e a f t e r  g i v e n  b y  A S R C  to the lessee) a nd to the S ta te  at the 
address shown in p a r a g r a p h  6 (b) above (or to s u c h  o t h e r  address 
of w h i c h  n o t ic e is h e r e a f t e r  given b y  the S t a t e  to the l e s s e e ) .

8. As p r o v i d e d  in the Settlement Ag re em e nt , f r o m  a nd 
a f t e r  the e f f e c t i v e  d a t e  of the w a r r a n t y  d e e d  a n d  p a t e n t  
d e s c r i b e d  in p a r a g r a p h s  2 a nd 3 above, and n o t w i t h s t a n d i n g  any
c on tr a r y  p r o v i s i o n  of s e ct io n 1 4 (g) of ANCSA:

(a) As to the applicable State P e r c e n t a g e  in each 
r e sp ec ti ve  s e c t i o n  of the Lease Premises, the State 
shall have the r ig ht  and responsibility, w i t h  respect 
o n l y  to its S t a t e  Percentage interest, i n  its o w n  
d i s c r e t i o n  to a d m i n i s t e r  and enforce d i r e c t l y  a n y  
t e r m i n a t i o n  provisions, duties, obligations, and 
covenants, e x p re s s or implied, u n d e r t a k e n  b y  o r  imp os e d 
b y  v i r t u e  of the Subject Lease; and

(b) As to the applicable A S R C  P e r c e n t a g e  in ea ch  
r es pe ct iv e s e c t i o n  of the Lease Premises, A S R C  shall 
have the r ight a n d  responsibility, w i t h  r e s p e c t  o n l y  to 
its A S R C  P e r c e n t a g e  interest, in its o w n  d i s c r e t i o n  to 
a d m i n i s t e r  a n d  e n f o r c e  d irectly an y  t e r m i n a t i o n  
provisions, duties, obligations, a n d  covenants, express 
or implied, u n d e r t a k e n  b y  or imposed b y  v i r t u e  of the 
Subject Lease.

9. N o t h i n g  in this notice is i n t e n d e d  or shall be 
c on st ru ed  to ratify, validate, or reinstate the S u b j e c t  Lease as 
to any land or i n t e r e s t  ther ei n as to w hi ch  the S u b j e c t  Lease is 
not otherwise p r e s e n t l y  v a l i d  and in force a n d  effect.

1991 Settlement Agreement
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J 1 0 • The e f f e c t i v e  da t e of this notic e is the same date 
as the e f f e c t i v e  date of the d e e d  a n d  patent d e s c r i b e d  in 
p a ra g r a p h s  2 a n d  3 above.

i  
l

8

«

i
n

STATE OF A L A S K A

I ‘-‘ i ___________________________ _
Director, D i v i s i o n  of Land,

|| D ep ar tm e nt  of N a t u r a l  Resources

By_

1

I  By

A R C T I C  SLOPE R E G I O N A L  C O R P O R A T I O N

(Name)
(Title)

1991 Settlement Agreement
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TH I S A G R E E M E N T  ente re d into this £- j  d a y  of January, 1987, 

is by A R C T I C  SLOPE R EG IO N A L  C O R P O R A T I O N  ("ASRC"), a c o r p o r a t i o n  

a u t h o r i z e d  p u r su a nt  to S e c ti on  7 of the A l as ka  Native C l ai ms  

S e t t l e m e n t  Act, 85 Stat. 688, 691, 43 U.S.C. 1606 ("ANCSA"), and 

d u l y  o r g a n i z e d  under the laws of the State of Alaska, and K U U K P I K  

C O R P O R A T I O N  ("Kuukpik"), a c o r p o r a t i o n  a u t h o r i z e d  p u r s u a n t  to 

S e c t i o n  8 of AN CS A and d u l y  o r g a ni ze d u n d e r  the laws of the State 

of Alaska. ASRC and Kuuk pi k are c o l l e c t i v e l y  r e f er r ed  to as "the 

p a r t i e s " .

W I T N E S S E T H :

W HEREAS, ASRC desires to e x e r ci se  its o p t i o n  u n d e r  § 1431(c) 

of the A l a s k a  N a t io na l  Interest Lands C o n s e r v a t i o n  Act, 94 Stat. 

2371, 2542, Pub. L. 96-487 (" A N I L C A " ), to a c qu ir e  the s u b s u r f a c e  

estate of lands, all or part of the surf ac e e s ta te  of w h i c h  has 

b ee n s e l e c t e d  by and has b e e n  or w i l l  be c o n v e y e d  to K u u k p i k  

w i t h i n  the N a t i o n a l  P e t r o l e u m  Reser ve  in A l a s ka  (" N P R - A " )

(referred to herein a ft er  as the "ASRC Subsurfa c e" );  and

WHEREAS, the option of ASRC to a c qu ir e the ASRC S u b s u r f a c e  

will expire on J a n u a r y  26, 1987, u n l es s extended; and

W HEREAS, it is in the best i n t e r e s t s  of ASRC and K u u k p i k  for 

ASRC to ex er c i s e  its o p t i o n  under § 1431(o) of ANILCA; and

1991 Settlement Agreement -1 -
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WHEREAS, the co nc ur r e n c e  of K u u k p i k  is required under 

§ 1431(o) of A N I L C A  prior to the ex er c i s e  of ASRC's op tion to 

acquire the AS RC  Subsurface; and

WHEREAS, the parties r e c o g n i z e d  that Kuuk pi k may c o n d it i on  

its c o n c u r r e n c e  u n d e r  § 1431(o) of A N I L C A  to require its fur th er  

consent for ASRC, its s uccessors and assigns, to conduct oil and 

gas e x p l o r a t i o n  a c ti vi ti es  that m a y  o c c u r  w i t h  respect to the 

ASRC Subsurface, an d to c o n d u c t  a ny future development 

activities, i n c l u d i n g  but not l i mi t ed  to oil and gas d e v e l o p m e n t  

and p r o d u c t i o n  and sand and g ra ve l  extraction, that m ay occur 

w i t h  resp ec t  to the ASRC S u b s u r f a c e  (referred to h e r e in af te r as 

" E xp lo ra ti o n and  D e v e l o p m e n t  Act iv i ti es ") ; and

WHEREAS, K u u k p i k  is w i l l i n g  to give its conditional 

c o n c u r r e n c e  to A S R C  for a c q u i s i t i o n  of the ASRC Subsurface u nd er  

§ 1431(o) of ANILCA.

NOW, TH ER EF O R E ,  in c o n s i d e r a t i o n  of their mutual pro mi se s  

and for 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  the receipt of 

w hi ch  is h e r e b y  acknowledged, the part ie s hereto consent and 

agree as follows:

1. K u u k p i k  h e r e b y  gives its c o n c u r r e n c e  for ASRC to 

exercise its o p t i o n  under § 1 4 3 1 (o) of A N IL CA  to acquire the ASRC 

Subsurface, but K u u k p i k  e x p r e s s l y  c o n d i t i o n s  its c o nc u rr en ce  in 

such a c q u i s i t i o n  of the ASRC S u b s u r f a c e  by reserving the right to 

consent to a n y  E x p l o r a t i o n  and D e v e l o p m e n t  Activities that ASRC, 

it su cc es so rs  and assigns, m a y  e ngage in from time to time with 

respect to the AS R C Subsurface.

1991 Settlement Agreement
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2. A S R C  a gr ee s that it will not engag e in a n y  Exploration 

and Deve lo pm en t A c t i v i t i e s  with respect to the ASRC Subsurface 

with ou t first o b t a i n i n g  the consent r e f e r r e d  to in Par ag ra ph  1 of 

this Agreement.

D a t e : I l l l r k l

D a t e :

A RCTIC S L O P E  R E G I O N A L  CO RPORATION

1991 Settlement Agreement
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WALTER J. HICKEL. G O V E R N O R

D E 3 VT. DF N A TURA L R E SO U R C E S
DIVISION OF OIL AND GAS

PO BOX 107034ANCHORAGE. ALASKA 99510-‘ C3A PHONE: (907)762-2553

SUMMARY OF THE 1991 SETTLEMENT AGREEMENT
between

ARCTIC SLOPE REGIONAL CORPORATION & STATE OF ALASKA
January 1992

IN T R O D U C T IO N

In December'1991, the State of Alaska and the Arctic Slope Regional Corporation (A S R C ) 
settled a long-running legal dispute concerning north slope mineral ownership near Nuiqsut and 
Point Lay. The setdement resolves litigation resulting from a 1974 agreement in which A S R C  
and the state agreed to exchange lands near Nuiqsut and Point Lay . The settlement is not 
effective until approved by the legislature. The Governor w ill submit the settlement agreement 
to the legislature at the beginning of the legislative session in January. The area affected by the 
settlement is displayed in the maps on the next pages.

Under the settlement, the state and A SR C  agree to joindy own undivided interest in the mineral 
estate of the disputed lands. The setdement also grants the state the right to hold oil and gas 
lease sales jo indy for itself and for A SR C . Once a lease has been signed, the state and A S R C  
each separately administer its lease with respect to its own undivided interest in the subsurface.

Under the settlement agreement, the state does not give up any o f its duties to the public imposed 
by law. The state would still have to determine whether a sale would be in the best interest of 
the state, and would follow relevant procedural requirements for leasing and for permitting the 
subsequent exploration for natural resources. The state retains all rights under state law to 
ensure that development of the subsurface complies with laws governing natural resource 
management and protection.

The agreement involves only mineral estate; it does not change the surface ownership. The 
surface estate of the Point Lay lands is state-owned; the Nuiqsut surface is owned by the village 
corporation for Nuiqsut, Kuukpik Corporation.

The land dispute began in 1973 when the federal government allowed the village corporations 
for Nuiqsut and Point Lay to select lands that had previously been transferred to the state. The 
state then protested the eligibility of those villages under the Alaska Native Claims Settlement 
Act. One year later, the state withdrew its protest and agreed to give up ownership of Point Lay 
mineral estate in return for ownership of the Nuiqsut mineral estate. For various reasons, the 
land exchanges expected by the 1974 agreement were never completed. This smoldering dispute 
erupted into lawsuits in 1985 after Texaco announced an oil discovery northeast o f'he Nuiqsut 

lands.
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The Point Lay area includes the mineral estate beneath approximately 84,000 acres (including all 
lands -  both the disputed uplands and the state-owned submerged lands). The Nuiqsut area 
includes the mineral estate beneath approximately 111,000 acres. However, the Nuiqsut-area 
acreage w ill eventually be reduced. The agreement concerns the subsurface estate conveyed to 
A SR C  by the federal government. Conveyances in that area are not complete. The Nuiqsut area 
includes overselections, all of which w ill not be conveyed to A SR C . Sections not conveyed to 
A S R C  will eventually be eliminated from the area affected by the agreement.

S U M M A R Y  O F  T H E  IS S U E S

Land Ownership. The dispute concerns the ownership of the subsurface estate beneath the 
uplands in the Nuiqsut and Pt. Lay areas. The agreement resolves the location and amount of 
the subsurface estate attributable to upland ownership. In concept, the state and A S R C  agreed 
that submerged lands and the subsurface below them were state-owned. However, the location 
and amount of submerged lands were hotly disputed and difficult to resolve.

The agreement fixes the amount of submerged lands -- for purposes o f oil and gas leasing -  for 
all time. This w ill eliminate administrative complexity for the state and A SR C , and for lessees 
who might otherwise be unsure who owns their lease tracts. The agreement also provides that 
the amount of submerged lands is agreed to for purposes of resolving this litigation only and has 
no further implication for the many other submerged lands disputes in which the state is involved.

According to the agreement, the state and A S R C  own undivided interests in the subsurface estate 
of each section of land in the Nuiqsut and Pt. L a y  areas. The interest that each owns reflects a 
50/50 split o f the uplands plus a state credit for 100% of the agreed-to submerged land acreage. 
The agreement establishes percentages for all times; the percentages w ill not change with changes 
in the extent o f submerged lands (i.e., due to accretion, reliction, or erosion). Boundaries are 
"squared o f f1 along the coast and along the N PRA  border (i.e ., the boundary includes entire 
sections). The squaring o ff allows for more efficient leasing. It also has the effect of giving 
A SR C  a small share of lands in Harrison Bay which are already leased, and the state a small 
share of N PRA  lands.

State % = (upland acres * 50%) + (submerged land acres * 100%)
number of acres in the section (usually 640)

Crucial to the agreement is an exhibit that lists for each disputed section the state and the A S R C
percentage ownership in that section. Revenue is calculated by section; it accrues according to
the percentage ownership listed by section.

Land Management. The state and A SR C  agreed to a system where the state manages the land 
for both parties up to the point of leasing. In return for that management, the state owes A S R C  
a certain standard of performance. Once the lease has been signed, the state has for the most part
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discharged its dutv to A S R C . Thereafter, the state and A S R C  each separately administers itsa * *

lease with respect to its own undivided interest in the subsurface. The exception is that in some 
situations, the commissioner has the power to establish the royalty value of oil for the state. I f  
that occurs the commissioner's decision w ill also establish the value for purposes of A S R C .

T E R M S  O F  T H E  A G R E E M E N T

The State’s R ight to Lease on Behalf of A S R C : The Grant o f  Executive Rights. Under the 
agreement, A S R C  grants the state "executive rights" to lease the jointly held land on behalf of 
itself and A S R C . Thus, the state holds the lease sale, accepts bids, and signs the lease agreement 
with the lessee. The lease binds both the state and A S R C . In return for these executive rights, 
the state agrees to comply with a standard of performance with respect to A S R C ’s interest in the 
land. By this standard, the state agrees to act with "the degree of diligence and discretion that 
would be exercised by an average landowner, acting as a reasonable and prudent person...in 
seeking to cause his subsurface to be explored .and developed..." The state and A S R C  also agree 
that this standard of performance does not apply "to the extent that the state is prevented from 
complying with such standard because of its duties and obligations as sovereign or because of 
applicable federal or state statutes, regulations and constitutional provisions including, but not 
limited to, those that govern protection of natural resources and procedural requirements for 
disposal of interests in state lands..."

In other words, the state agrees to a standard of care, but does not give up any of its duties to 
the public imposed by lav/ (i.e ., we still have to determine whether a sale would be in the best 
interests of the state, etc.). If, for example, it is not in the state’s best interest to lease because 
of potential environmental harm or another reason, the state can decline to lease (can decline to 
exercise its execute rights). In that case, A S R C  has the same rights as any member of the public 
to appeal the state’ s finding, but cannot compel the state to act by virtue o f this agreement. I f  
the state refuses to lease, A S R C  has the right to lease its own interest under the laws of mineral 
cotenancy. F inally , the state agrees to "treat A S R C ’ s interest in the same manner as it treats its 
own interest and shall not act in a manner intended to benefit itself at the expense of A S R C ."

The state’ s liability under this standard could, in some circumstances, be quite significant. With 
knowledge gained by exploration, it is always possible to second-guess the terms of a past lease 
sale. To avoid claims made in hindsight that the state should have acted differently and did not 
live up to its promised standard, the parties agreed upon a dispute resolution process to resolve 
differences before the sale (and without going to court).

In this process, the state proposes "substantive terms and conditions" for a lease sale to A SR C . 
These terms include such variables as royalty rate and minimum bid, but they do not include 
sovereign powers o f the state such as those that are exercised in best interest findings or in 
stipulations attached to land use permits. I f  they cannot agree on the "substantive terms and 
conditions" of the sale, the disagreement is referred to an expen (called a qualified independent
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consultant), me expert uetermines wnether 
conditions" meet the standard of performance.

state’s proposed "substantive terms ar.d

Three outcomes are possible: (1) the state and A S R C  agree on terms and the lease sale goes 
forward; (2) they disagree, and the issue is referred to the expen who decides in favor of the 
state: or (3) they disagree, and the issue is referred to the expen who decides in favor of A SR C , 
I f  either of the first two situations occurs (agreement or an expen decision favoring the state), 

A S R C  forever waives the right to argue that the state violated its standard of performance. If  
the expen decides in favor of A S R C , the state can, of course, decide to adopt A S R C ’ s 
recommendations. It can also go ahead under its own terms. I f  this occurs, however, A SR C  may 
claim damages in coun, arguing that the state violated the standard of performance that it 
promised in the agreement.

A fter the Jo int Lease: Separate Administration. After the state signs the lease on behalf of 
itself and A S R C , the state and A S R C  w ill each separately administer its own interest in the lease. 
The two parties have what is essentially idenucal but separate legal reladonship with the lessee 
with respect to the same mineral estate. Although a new concept for Alaska, this is a frequent 
occurrence in other parts of the United States, like Texas, where landownership• is more 
complicated.

Most state administration of oil and gas leases focuses on an operator’s compliance with laws 
concerning natural resource management and protection (land use permits, etc.). This 
administration is based not upon the state’ s statutes for oil and gas leases, but on the state’ s 
sovereign powers. These regulatory decisions are made by the state alone. Decisions concerning 
whether the lessee has lived up to his lease obligation (e.g., paid rent, drilled for oil) are made 
under the requirements of the individual lease document. These decisions would be administered 
separately by the two parties with respect to their own interests.

There is an unlikely possibility that the state or A S R C  w ill terminate its lease but that the other 
w ill not. In that case, the parry with the unleased interest would be free to lease its interest on 
its own (though such a lease might be worth considerably less than a joint lease). In addition, 
the lessee may still explore and produce, but as long as pan of the subsurface interest is unleased, 
production occurs under the laws of mineral cotenancy. These laws have not been tested in 
Alaska, but we expect that the lessee w ill owe the remaining lessor (the one with the lease) the 
royalty due under that lease, and w ill owe the other lessor (the one without a lease) the value of 
all oil after its share of production and development costs have been subtracted.

This system, while unusual for Alaska, is unlikely to create frequent conflict. The limited nature 
of decisions made under the lease and the self-interest of both the state and A SR C  w ill likely 
result in consistent administration.
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SUM M ARY O F PROCESS BEFORE A JO IN T  LEASE SALE.

The previous section explained the concept of the settlement agreement. This section explains 
the steps that precede a joint lease sale.

The G ran t of Executive Rights. Once State and A S R C  both have title to a section and the 
section is unleased, State has Executive Rights to lease both State and A S R C  acreage for oil and 
gas. W ith those executive rights, the State is held to a "Standard of Performance" but does not 
give up its "Sovereign Powers."

1. State proposes "substantive terms and conditions" of the lease sale. At least 6 months 
before sale, State gives A S R C  notice of proposed "substantive terms and conditions" for the 
sale.

2a. I f  State and A S R C  reach "A p prova l Agreement" -- that is, i f  State and A S R C  agree
on those terms, State goes forward and holds the sale. Go to Step 3.

2b. I f  State and A S R C  disagree - the Q ualified Independent Consultant (Q IC ). I f  State
and A S R C  disagree, the disagreement is referred an expen, the Qualified Independent 
Consultant. State and A S R C  show each other and the Q IC  their information; Q IC  
decides whether State would breach its "Standard of Performance" in using those 
"substantive terms and conditions."

(i) I f  Q IC  decides for State. State holds lease sale. Go to Step 3.

(ii)  I f  Q IC  decides against State. State has two choices:
(A ) Change terms to those requested by A S R C  and hold sale. Go to Step 3.
(B ) Hold sale using State’s proposed terms. Go to Step 4.

3. State holds Lease Sale -  L iab ility  En d s. A S R C  loses right to argue State breached 
Executive Rights "Standard of Performance" because A S R C  agreed or lost in front of the 

Q IC .

4. State holds Lease Sale -  L iab ility  Continues. A S R C  retains right to sue for damages that 
State breached "standard of performance." I f  they sue, court reviews decision of Q IC  based 
on the record before Q IC . If , based on record before Q IC , court decides that Q IC ’ s decision 
was "arbitrary and capricious" State is absolved of liability. I f  court upholds Q IC , then 
court awards damages on State’s failure to comply with "standard of performance."

G ran t of Executive Rights Ends -- State and A S R C  Adm inister Own Interest Separately. 
One partial exceptions to separate administration: A SR C  agrees to use State's method for royalty 
evaluation.



S T A N D A R D  O F  P E R F O R M A N C E . The agreed standard o f performance is reproduced from 
the agreement.

4.2 Standard of Performance.
(a) The State shall exercise the Executive Rights granted herein in compliance with the 

Lim ited Prudent Landowner Standard, as defined herein, as to the substantive terms and 
conditions of all Subsurface Agreements1 and Subsurface Agreement Solicitations1 to be 
executed or issued by the State as executive pursuant to this Settlement Agreement. In exercising 
such Executive Rights, the State shall treat A S R C ’ s interest in the same manner as it treats its 
own interest and shall not act in a manner intended to benefit itself at the expense of A S R C .

(b) Neither the Limited Prudent Landowner Standard nor any other provision of this 
Settlement Agreement creates a fiduciary duty on the pan of the State to A SR C .

IM P O R T A N T  D E F IN IT IO N S

"Execu tive  Rights" means the exclusive right, power, and authority to formulate and issue 
Subsurface Agreement Solicitations1 and to negotiate, formulate, agree upon, execute, and grant 
Subsurface Agreements1 pursuant to the terms of this Settlement Agreement

"L im ite d  Prudent Landowner Standard" means the Prudent Landow ner Standard except 
to the extent that the State is prevented from complying with such standard because o f its duties 
and obligations as sovereign or because of applicable federal or state statutes, regulations, and 
constitutional provisions, including, but not limited to, those that govern protection o f natural 
resources and procedural requirements for disposal of interests in state lands for leasing, 
exploration, and development of natural resources, subject, however, to the provisions of 
subsection 8.2.2

"Prudent Landow ner Standard" means the degree of diligence and discretion that would be 
exercised by an average landowner, acting as a reasonable and prudent person who is fam iliar 
with prevailing practices and standards in the oil, gas, and mineral industry ir. the area at the 
time, in seeking to cause his subsurface to be explored and developed and to maximize 
subsurface revenues from such subsurface and protect such subsurface from drainage.

"Substantive terms and conditions" means, but is not limited to, timing of lease sales, lease 
tract identification and composition, bid terms, and lease terms but shall not include (i) the 
exercise by the State o f its duties and obligations as sovereign, (ii) the State’s compliance with 
applicable federal or state statutes, regulations, and constitutional provisions, including but not

1 "Subsurface Agreements" are essentially oil and gas, or coa1 leases. "Subsurface Agreement 
Solicitations" is the lease sale.

:  Section 8.2 ensures that ASRC has not waived "its right to challenge the constitutionality o f any 
statute o r the validity o f  any regulation...that singles out the Nuiqsut subsurface or the Point Lay 
subsurface for treatment different from that accorded to oilier lands with the State o f Alaska, or that causes 
any injury-in-fact to any rights expressly granted to ASRC under this Settlement Agreement."



limited to, those that govern protection o f natural resources and procedural requirements for 
disposal, o f interests in State lands for leasing, exploration, and development of natural resources,
(iii) the granting o f exploration incentive credits against tax obligations or the State’s royalty 
interest (but not A S R C ’s royalty interest), or (iv ) other exercise o f the State’s taxing power.”



WALTER J . H ICKEL
GOVERNOR
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S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

January 23, 1992

The Honorable Richard I. Eliason 
President of the Senate 
Alaska State Legislature 
State Capitol 
Juneau, A K  99801-1182

Dear President Eliason:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transmitting a bill that would ratify the "1991 Settlement Agreement Between the 
State of Alaska and the Arctic Slope Regional Corporation" (1991 Settlement 
Agreement). This bill would resolve longstanding litigation between the State of 
Alaska and the Arctic Slope Regional Corporation (ASRC) over ownership of 
potentially valuable mineral lands in the Point Lay and Nuiqsut areas of the North 
Slope. The litigation arose out of a 1974 land exchange agreement (1974 
Agreement), discussed below, which followed passage of the Alaska Native Claims 
Settlement Act of 1971 ( A N C S A ) . The bill also would remove impediments to title 
marketability to the disputed lands and to create a long-term partnership between 
the state and A S R C ,  aimed at maximizing revenue for both parties.

T h e  1991 Settlement Agreement - Background

The 1991 Settlement Agreement resolves a dispute over land entitlement stemming 
from a 1974 land exchange agreement. The 1974 Agreement was intended to 
resolve state challenges to the BIA- certified eligibility of two A N C S A  village 
corporations b y  requiring the state and A S R C  to exchange certain lands in the 
Nuiqsut and Point Lay areas, in exchange for which the state agreed to withdraw 
its challenges to the A N C S A  eligibility of Point Lay (Cully Corporation) and 
Nuiqsut (Kuukpik Corporation).

Under the 1974 Agreement, A S R C  agreed to quitclaim any interest it had in 69,120 
acres of Nuiqsut area subsurface then tentatively approved to the state, the 
surface of which Kuukpik Corporation could select under A N C S A .  The state 
agreed to convey to A S R C  about 65,000 acres of lands owned b y  the state in the 
Point Lay area. Although the state did withdraw its challenges to the eligibility 
of Point Lay and Nuiqsut, the land exchange provisions of the 1974 Agreement 
were never completed, for reasons which A S R C  and the Department of Natural 
Resources (DNR) dispute.



T he H onorable R ich a rd  I . E liason
Ja n u a ry  23, 1992
Page 2

In 1985 Texaco made a promising oil strike northeast of the Nuiqsut area lands.
At that point, D N R  sought to implement the land exchange provisions of the 1974 
Agreement. A S R C  l’efused, asserting that the state had abandoned the 1974 
Agreement b y  11 years of inaction and that the 1974 Agreement was in violation of 
the Alaska Statehood Act, the Constitution of Alaska, and various state and 
federal laws. Negotiations between the parties failed, and litigation was filed in 
state and federal court.

After the initiation of litigation and extensive motion practice, D N R  and A S R C ,  
faced with the uncertainties of litigation and the speculative values of both the 
Nuiqsut and Point Lay parcels, reentered negotiations and in 1986 reached an 
agreement in principle that contemplated an even split of the contested uplands at 
both locations. This "50/50" split of the lands subject to the 1974 Agreement 
remains at the heart of the 1991 Settlement Agreement.

However, after the basic settlement concept was agreed to in 1986, D N R  and 
A S R C  engaged in extensive research and discussions concerning the boundaries, 
extent, and location of uplands and of the state's wholly-owned submerged lands 
(to which A S R C  was not entitled), and regarding which party would manage the 
lands involved and under what conditions.

The most difficult issue during settlement negotiations concerned the boundaries, 
extent, and location of submerged lands. A S R C  claimed that the extent of the 
state's wholly-owned submerged lands (including submerged lands underlying 
lakes, rivers, and tidelands) totalled substantially less in acreage than that 
claimed b y  D N R .  T h e  parties realized that the inability to agree on the 
submerged lands would inevitably result in further litigation and make it difficult 
if not impossible for either party to market its respective interests. Therefore, 
the parties tentatively agreed to merge title to the uplands and submerged lands 
and share the revenue from oil and gas development on a section-by-section 
basis, with the state to get more than 50 percent when, arguably at least, there 
were submerged lands in a section.

For three years the parties analyzed aerial photos, maps, United States Fish and 
Wildlife Service and Bureau of Land Management data, and other data in an effort 
to reach a common data base for determining what the state's wholly owned 
submerged lands were and what the uplands to be split between the parties were. 
It took a settlement conference before a United States District Court judge to 
force the parties to resolve this issue; in that 1989 settlement conference the 
parties compromised their respective positions. Since then, the parties have 
continued to negotiate the details of how the lands would be managed.

The resulting 1991 Settlement Agreement, as recommended to me b y  Attorney 
General Cole, has the following principal components:

1. The litigation is dismissed and the rights of the parties under the 
1974 Agreement are superseded unless the 1991 Settlement Agreement is 
overturned by a court.
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2. T h e  state and A S R C  acquire by exchange equal, undivided 
interests in the subsurface estate of all lands previously subject to the 1974 
Agreement.

3. The state and A S R C  merge their titles to uplands and submerged 
lands and establish a formula for percentages of undivided ownership, on a 
section-by-section basis. This merger would resolve all disputes regarding the 
existence, extent, and location of state-owned submerged lands and avoid, for all 
time, the ambiguities otherwise created b y  constantly shifting boundaries caused 
by accretion, reliction, and avulsion.

4. T he state retains the "executive rights" (leasing authority) to 
lease all lands on behalf of A S R C  and the state. A S R C  has the opportunity to 
review and comment on proposed oil and gas lease terms, with a dispute- 
resolution mechanism in the event of disagreement. A S R C  and the state each 
retain the right to separately enforce the lease with respect to their respective 
interests.

5. Revenue generated from the undivided interests is paid directly 
to the state and A S R C ,  respectively, in proportion to their percentage ownership 
interests in the subsurface estates.

6. T h e  state did not give up any of its duties to the public imposed 
b y  law. The state will still have to determine whether a sale is in the best 
interest of the state, and must follow relevant procedural requirements for 
leasing or exploring for natural resources. The state retains all rights under 
state law to ensure that development of the subsurface complies with laws 
concerning natural resource management and protection.

T h e  1991 Settlement Agreement contains a number of complex, technical 
provisions dealing with existing oil and gas leases at Nuiqsut, status of state 
submerged lands, boundary problems, and land management rights and duties. 
T h e  following describes in more detail the major provisions of the settlement 
agreement.

1991 Settlement Agreement - Substantive Provisions

Under the 1991 Settlement Agreement, the parties agreed to quantify the extent 
of state-owned submerged lands by splitting the difference between the state's 
calculations of submerged lands and those of A S R C .  Title problems were resolved 
b y  combining the interests of the state and A S R C  on a section-by-section basis, 
with each party receiving an undivided percentage ownership reflecting a 50/50 
division of the agreed-to uplands within each section, and the state receiving full 
(i.e., 100 percent) credit for any agreed-to submerged lands within the section. 
T h e  state retains full sovereign powers over submerged lands, notwithstanding 
ASRC's undivided ownership interest.
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The net effect of the cross-conveyances called for in the 1991 Settlement 
Agreement is an exchange of undivided interests in the subsurface estate such 
that the titles to submerged lands and uplands are merged and the parties, for all 
time, will o w n  their respective undivided percentage interests in each section 
according to the schedules set out in Exhibits E and F to the 1991 Settlement 
Agreement. This percentage is fixed and will not change regardless of the 
amount or location of submerged lands that m a y  be contained in any section from 
time to time.

In order to eliminate any possible future disputes over the boundary of the 
settlement area along the coastline and along the National Petroleum Reserve- 
Alaska (NPRA) boundary, the parties agreed to extend section lines into the 
ocean and across the N P R A  boundary so that the area subject to the 1991 
Settlement Agreement will include only full sections whose location can be 
protracted at any time without reference to changes brought about by accretion, 
reliction, or avulsion. In this manner, approximately 4,000 acres of ocean 
submerged lands owned by the state outside the 1974 Agreement area, and 
approximately 9,000 acres of N P R A  subsurface owned by A S R C  also outside the 
1974 Agreement area, were included in the 1991 Settlement Agreement. In each 
instance the parties' undivided percentage interest in any section so extended 
was adjusted to provide a 100 percent credit for lands contributed b y  the state or 
A S R C  from outside the original 1974 Agreement boundaries.

Finally, the parties agreed that the state would hold the "executive rights" for 
both parties' interests. As defined in the 1991 Settlement Agreement, "executive 
rights" empower the state to enter into leases and other subsurface agreements 
on behalf of both A S R C  and the state. The 1991 Settlement Agreement 
contemplates that the commissioner will exercise the executive rights consistent 
with statutory constraints; the agreement does not waive any sovereign powers of 
the state.

T h e  parties to the 1991 Settlement Agreement also discussed the issue of section 
6 (i) of the Alaska Statehood Act, which generally prohibits the state from 
alienating any interest in mineral estates it owns. Congress has authorized an 
exception to this provision under sec. 22(f) of A N C S A ,  which authorizes 
exchanges of land with A N C S A  corporations. In order to resolve any question as 
to whether the exchange contemplated in the settlement agreement would require 
approval of the Secretary of Interior, the state has requested, and expects to 
receive shortly, an opinion from the Interior Solicitor ruling that no Secretarial 
approval is required for the 1991 Settlement Agreement.

T he Bill

T he attached bill ratifies the 1991 Settlement Agreement and establishes 
procedures for implementing it. Section 1 of the bill sets out the overall purposes 
of the bill and settlement agreement.
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Section 2 of the bill specifies that the 1991 Settlement Agreement is ratified 
"notwithstanding any provision of A S  38 or any other provisions of Alaska law." 
This clarifies that the exchange of undivided interests in land contemplated by 
the 1991 Settlement Agreement is not subject to the provisions, in particular, of 
A S  38.50.

A S  38.50 provides authority for exchanges of the state's mineral estate, including 
the mineral estate in submerged lands. For a variety of reasons, however, that 
chapter does not provide an appropriate vehicle for the settlement of litigation. 
For example, A S  38.50 contemplates a voluntary exchange of land for equal values 
and requires appraisals and a series of public hearings on proposed exchanges. 
Although the state and A S R C  believe that the consideration given and received 
under the settlement agreement is roughly equal, no effort has been made to 
appraise the lands. T he terms of the exchange are influenced by factors other 
than land values (which are highly speculative, in any event), including each 
side's assessment of the risks of litigation. Finally, settlement negotiations have 
necessarily and appropriately been conducted in closed sessions. Public 
involvement is provided through the process of legislative ratification, but could 
not realistically have been provided earlier in the process, as contemplated under 
A S  38.50.

In addition to addressing A S  38.50, the "notwithstanding any other provision of 
Alaska law" language is intended to ensure that no other provision of state law 
might subsequently be raised to challenge the settlement itself. The bill 
deliberately uses broad language to accomplish this result. This language is 
intended to make it clear, for example, that in carrying out the provisions of the 
settlement the commissioner is acting under the mandate of the legislature as 
provided in this bill and not exercising the commissioner's discretion under other 
statutory provisions that authorize administrative disposition of state lands. 
Specifically, this language, together with sec. 3 of the bill, discussed below, 
relieves the commissioner of any further notice, hearing, or public interest 
finding requirements before making the conveyances required by the 1991 
Settlement Agreement.

Th e exemption as to other provisions of Alaska law extends, however, only to 
those actions mandated by the 1991 Settlemen Agreement necessary to implement 
the settlement. T h e  1991 Settlement Agreement contemplates that, following 
conveyance, the commissioner will exercise management responsibilities consistent 
with statutory constraints, and does not waive any sovereign powers of the state. 
A n y  exploration and development activities that occur subsequent to the 
exchange will be fully subject to the normal statutory and regulatory procedures 
applicable to administration of state lands. Specifically, lease sales will be 
conducted in the normal manner and all regulatory requirements will be observed, 
including coastal zone consistency and public interest findings. To the extent 
that A S R C  exercises powers as a landowner, this legislation does not exempt 
A S R C  from federal, state, or local requirements otherwise applicable to private 
landowners.
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Section 3 of the bill provides that "no statutory or common law rules against 
perpetuities . . .  or restraints on alienation of property shall apply to the 
settlement agreement . . .  or to any interest or power created b y  it." The 1991 
Settlement Agreement commits the state and A S R C  permanently to merge their 
titles with no right of partition, to jointly lease and develop their interests, and 
to take a number of other steps, including contemplation of sales, with respect to 
their lands for an indefinite period of time. The law is generally hostile to 
perpetual restrictions or restraints on alienation. For example, A S  34.27.010 
provides that an interest that would violate the rule against perpetuities m ay be 
reformed b y  a court. If these rules were to apply, the 1991 Settlement Agreement 
might be challenged and stricken down or modified in ways that were never 
intended.

A  major consideration for both the state and A S R C  in entering into the 1991 
Settlement Agreement is to improve the marketability of title. This objective, and 
the benefits of the settlement, would be frustrated if the merging of title, 
prohibition against partition of those interests, and "executive rights" provisions 
were ever successfully challenged as violative of the rule against perpetuities or 
as unreasonable restraints on alienation. Accordingly, sec. 3 exempts the 1991 
Settlement Agreement from these requirements.

Sections 4 and 5 of the bill outline the authorities and duties of the commissioner 
of natural resources to carry out the terms of the 1991 Settlement Agreement, 
including issuing and recording the appropriate land conveyances.

Section 6 of the bill limits the time within which the bill or the 1991 Settlement 
Agreement can be challenged in court. In order to minimize the possibility that 
the exchange might be altered or invalidated by a court after the state and A S R C  
have committed themselves to making the conveyances and taking the other 
actions required b y  the 1991 Settlement Agreement, sec. 6 provides that any 
action challenging the legality of the 1991 Settlement Agreement must be 
commenced within six months after the effective date of the legislation. A  joint 
lease sale involving lands subject to the settlement agreement is scheduled for 
December 1992. A n y  uncertainty as to the validity of the 1991 Settlement 
Agreement or the implementing legislation could adversely affect the marketability 
of the leases. Although the six-month limitation period is rather short, the 
parties most likely to have standing to challenge the settlement agreement are the 
state and A S R C  or entities in privity with them. We believe that the short 
limitation period is reasonable in light of the extensive past negotiations between 
the parties and the need to provide some finality to the litigation and to allow for 
future uses of the lands. Also, sec. 6 of the bill provides that the bill may not be 
construed as creating any right in any party not privy to the 1991 Settlement 
Agreement to challenge that Agreement or the Act.

Finally, sec. 7 of the bill waives the sovereign immunity of the state to any suit 
brought by A S R C  to enforce the 1991 Settlement Agreement if that action is 
commenced in a superior court of the state. The state does not waive its 
protection from suit in federal court under the eleventh amendment of the 
Constitution of the United States.
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Th e 1991 Settlement Agreement is a compromise, and settles highly disputed 
issues. Because of that, it is not without risks to both the state and A S R C .  
However, I believe that these risks are outweighed by the benefits to the state of 
finally resolving this 18-year-old dispute. The 1991 Settlement Agreement not 
only settles long-standing litigation between A S R C  and the state, it also 
anticipates and resolves disputes regarding the existence, extent, and location of 
submerged lands owned b y  the state in the Nuiqsut and Point Lay areas. Finally, 
b y  merging title to uplands and submerged lands and vesting "executive rights" 
in the state, the 1991 Agreement will result in maximum certainty and 
predictability for potential lessees, which in turn will make the interests of both 
the state and A S R C  more marketable.

Copies of the 1991 Settlement Agreement will be provided to the senate secretary 
and the clerk of the house. Additional copies are available through the 
Department of Natural Resources.

I urge your prompt consideration and passage of this bill.
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W A L T E R  J. HICKEL, G O V E R N O R

400 WILLOUGHBY AVENUE 
JUNEAU, ALASKA 99801-1796 
PHONE: (907) 465-2400 
FACSIMILE: (907) 586-2754

February 3, 1992

The Honorable Sam Cotten, Chair 
Senate Special Committee for Oil and Gas 
State Capitol 
Juneau, A K  99811-1182

Dear Senator Cotten:

S u b j e c t : SB 369, relating to the Legislature's ratification of the
1991 settlement agreement between the Arctic Slope Regional 
Corporation (ASRC) and the State of Alaska.

P o s i t i o n : The Department of Natural Resources supports this bill.
It will ratify an agreement that resolves protracted litigation 
between the state and the ASRC over potentially valuable North Slope 
mineral lands, allowing some of these lands to be leased in a 
December, 1992 state oil and gas lease sale.

B a c k g r o u n d : The litigation stemmed from a 1974 agreement between
ASRC and the state which was intended to resolve a dispute over the 
Alaska Native Claims Settlement Act eligibility of the villages of 
Nuiqsut and Point Lay. Under the 1974 agreement, for withdrawing 
its challenges to these village’s1 eligibility and transferring 
certain state lands in the Point lay area to ASRC, the state was to 
receive the subsurface estate to certain lands near Nuiqsut. The 
dispute became a lav/suit in 1935 after Texaco annoursed an oil 
strike northeast of the Nuiqsut lands.

Under the new settlement agreement, the state and ASRC w ou ld  jointly 
own undivided interests in the mineral estate of approximately 
84,000 acres near Point Lay and over 100,000 acres near Nuiqsut.
The state would hold joint oil and gas lease sales for itself and 
ASRC. If the two disagree about terms for the lease sales, such as 
minimum bid and royalty rate, a dispute resolution process agreed to 
in the settlement would be used instead of the courts.

Re co mm en da ti o n: Approve the settlement agreement.

Please let me know if you need additional information about the 
settlement agreement.

Commissioner
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cc: Committee Members
Paul Fuhs, Legislative Liaison, Office of the Governor 
Charles E. Cole, Attorney General, Department of Law 
Jim Eason, Director, Division of Oil and Gas




