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A r t i c l e  X 1 1 . 3 .  o f  t h e  a g r e e m e n t  p r o v i d e s  t h a t  " P u r c h a s e r  

i s  g r a n t e d  t h e  r i g h t  f o r  t w o  ( 2 )  s u c c e s s i v e  t h r e e  ( 3 )  y e a r  

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

n o t i c e  t h e r e o f  n o t  l e s s  t h a n  s e v e n  ( 7 )  m o n t h s  p r i o r  t o  

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

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

t o . "  T h e  e f f e c t i v e  d a t e  o f  t h i s  a g r e e m e n t  i s  J a n u a r y  1 ,

1 9 7 0  ( d a t e  o f  f i r s t  d e l i v e r y  o f  c r u d e )  a n d  e n d s  e i g h t  ( 8 )  

y e a r s  f r o m  d a t e  o f  f i r s t  d e l i v e r y  ( J a n u a r y  1 ,  1 9 7 8 ) .

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

h o w e v e r ,  i t  i s  b e l i e v e d  t o  b e  i n  t h e  i n t e r e s t  o f  b o t h  t h e  

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

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

F E A  p r i c e  r e g u l a t i o n s ,  a n d  c o n s i d e r a t i o n s  r e l a t i n g  t o  t h e  

M a n d a t o r y  P e t r o l e u m  A l l o c a t i o n  R e g u l a t i o n s .  T h e r e f o r e ,  

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

( 1 )  y e a r  i n s t e a d  o f  t h r e e  ( 3 )  y e a r s  t o  a l l o w  f o r  t h e  d e v e l o p m e n t  

o f  t h i s  i n f o r m a t i o n .

T h e  S t a t e  h a s  t h r e e  a l t e r n a t i v e s  w h i c h  a r e :

1 .  A l l o w  t h o  c o n t r a c t  t o  e x p i r e  a n d  t a k e  t h e  o i l  i n  v a l u e .

2 .  R e n e g o t i a t e  t h e  c o m p l e t e  c o n t r a c t  o n  a  l o n g  t e r m  b a s i s .

3 .  E x t e n d  c u r r e n t  c o n t r a c t .



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

i n  v a l u e ,  i t  i s  l i k e l y  t h a t  i t  w o u l d  n o t  b e  a l l o w e d  t o  d o  s o  

i f  T e s o r o - A l a s k a n  o b j e c t e d  s i n c e  t h e y  c o u l d  c l a i m  r e l i e f  

f r o m  F E A  u n d e r  t h e  M a n d a t o r y  P e t r o l e u m  A l l o c a t i o n  R e g u l a t i o n s  

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

u n l e s s  t h e  B u y e r  d e s i r e s  t o  t e r m i n a t e  t h e  a g r e e m e n t .  S h o u l d  

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

b i d  s i n c e  F E A  c o u l d  f o r c e  t h e  s a l e  t o  c o n t i n u e  t o  T e s o r o -  

A l a s k a n .

T e s o r o - A l a s k a n  i s  a l s o  t h e  l a r g e s t  r e f i n e r  i n  t h e  S t a t e  

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

i t  m a y  b e  c o n s i d e r e d  t h a t  i t  i s  i n  t h e  S t a t e ' s  i n t e r e s t  

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

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

o i l  p u r c h a s e d .  T h e r e  i s  n o  k n o w n  r e f i n e r  i n  A l a s k a  w h j  

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

p r o d u c t s  t o  t h e  A l a s k a n  m a r k e t .

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

t o  t h e  F E A  c r u d e  o i l  p r i c e  c o n t r o l s .  T h e  e x t e n s i o n  a g r e e m e n t  

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

D u r i n g  t h e  n e x t  y e a r  t h e  S t a t e  w i l l  l e a r n  m u c h  m o r e  a b o u t  

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

o f  t h e  m a r k e t i n g  o f  N o r t h  S l o p e  c r u d e  a n d  r e l a t e d  F e d e r a l  

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

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

p o s s i b l e  i s  o b t a i r s d  a n d  t h e  i n t e r e s t s  o f  t h e  S t a t e  a r e  

p r o t e c t e d .

T h e  S t a t e  p r e s e n t l y  r e c e i v e s  t h e  f o l l o w i n g  f o r  i t s  r o y a l t y  o i l  

p r o d u c e d  i n  t h e  C o o k  I n l e t  B a s i n :

B a s e  P r i c e  f o r  4 0 . 0 +  D e g r e e  A P I  C r u d e  

E a s t  S i d e  ( O l d  O i l )  $ 5 . 2 6  p e r  B a r r e l

W e s t  S i d e  ( O l d  O i l )  $ 5 , 0 3 5  p e r  B a r r e l

A d j u s t m e n t  f o r  e a c h  f u l l

d e g r e e  A t - 1  G r a v i t y  b e l o w  4 0 . 0  - $ 0 . 0 5  p e r  B a r r e l

A d j u s t m e n t  f o r  a l l  o i l  o v e r

1 5 , 0 0 0  B P D  + $ 0 , 0 0 2  p e r  B a r r e l

A d j u s t m e n t  o f  a l l  o i l

c l a s s i f i e d  a s  N e w  O i l  + $ 5 . 0 5  p e r  B a r r e l

A d j u s t m e n t  f o r  t r a n s p o r t a t i o n

a l l  o i l  - $ 0 , 0 5 6  p e r  B a r r e l

N o t e :  C l e a n i n g  a n d  d e h y d r a t i o n  c h a r g e  2 . 5 C / B b l  1 9 7 6
( P a i d  b y  T e s o r o )  5 . 8 5 C / J 3 b l  1 9 7 7

T h o  F e d e r a l  p r i c e  c o n t r o l s  a l l o w  f o r  a  g r a v i t y  a d j u s t m e n t  

r e d u c t i o n  o f  3 C  p e r  B a r r e l  f o r  e a c h  f u l l  d e g r e e  o f  A P I  g r a v i t y  

b e l o w  4 0 . 9  A P I  g r a v i t y .  H o w e v e r ,  t h e  o r g i n a l  a g r e e m e n t  c a l l s  

f o r  t h e  5 £  p e r  B a r r e l  i n d i c a t e d  a b o v e  w h i c h  i s  t h e  b a s i s  f o r  t h e
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c u r r e n t  p a y m e n t .  T h e  S t a t e  h a s  o b t a i n e d  g r a v i t y  a d j u s t m e n t  

a s  s p e c i f i e d  u n d e r  t h e  F e d e r a l  P r i c e  c o n t r o l s  f o r  t h e  E x t e n s i o n  

a g r e e m e n t .

T h e  e x t e n s i o n  f o r  o n e  ( 1 )  y e a r  g i v e s  t h e  S t a t e  n e e d e d  t i m e  t o  

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

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

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

o t h e r w i s e .  T h e  S t a t e  n e e d s  o n e  f u l l  y e a r  l e a d  t i m e  t o  

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

f o r m  t o  g i v e  6  m o r .  t h s  n o t i c e  t o  p r o d u c e r s  f o r  t h e  S t a t o  t o  

t a k e  o i l  a n d  g a s  i n - k i n d  a n d  a n  a d d i t i o n a l  6  m o n t h s  

a l l o w a n c e  f o r  R o y a l t y  B o a r d  a n d  L e g i s l a t i v e  a p p r o v a l .
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A P P R O V A L  O F  T H E  E X T E N S I O N  O F  T H E  A G R E E M E N T  
F O R  T H E  S A L E  A N D  P U R C H A S E  O F  S T A T E  R O Y A L T Y  
O I L  B E T W E E N  T H E  S T A T E  O F  A L A S K A  A N D  T H E  

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

W H E R E A S ,  A l a s k a  S t a t u t e s  3 8 . 0 6 . 0 5 0 ( a )  a n d  3 8 . 0 5 . 1 8 3  
r e q u i r e  t h a t  t h e  A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t  
A d v i s o r y  B o a r d  ( " B o a r d " )  g r a n t  t o  t h e  C o m m i s s i o n e r  o f  
N a t u r a l  R e s o u r c e s  ( " C o m m i s s i o n e r " )  w r i t t e n  a p p r o v a l  f o r  t h e  
s a l e ,  e x c h a n g e  o r  o t h e r  d i s p o s i t i o n  o f  r o y a l t y  o i l  o r  g a s ,  
a n d

W H E R E A S ,  A l a s k a  S t a t u t e  3 8 . 0 5 . 1 8 2  r e q u i r e s  t h a t  
t h e  B o a r d  g r a n t  i t s  c o n s e n t  t o  t h e  t a k i n g  o f  r o y a l t y  o i l  o r  
g a s  i n - k i n d ,  a n d

W H E R E A S ,  t h e  B o a r d  h a s  b e e n  a d v i s e d  b y  t h e  C o m m i s s i o n e r  
o f  t h e  p r o g r e s s  o f  n e g o t i a t i o n s  a n d  l i a s  h e a r d  t e s t i m o n y ,  b o t h  
i n  p u b l i c  s e s s i o n s  a n d  w o r k i n g  s e s s i o n s ,  f r o m  t h e  p u r c h a s e r ,  a n d

W H E R E A S , t h e  C o m m i s s i o n e r  h a s  n o w  c o n c l u d e d  h i s  
n e g o t i a t i o n s  w i t h  t h e  p u r c h a s e r  a n d  h a s  p r e s e n t e d  t o  t h i s  
B o a r d  f o r  i t s  a p p r o v a l  a n  E x t e n s i o n  A g r e e m e n t  f o r  t h e  s a l e  
o f  r o y a l t y  c r u d e  o i l  f r o m  t h e  C o o k  I n l e t  B a s i n  ( w h i c h  c r u d e  
o i l  i s  i d e n t i f i e d  m o r e  s p e c i f i c a l l y  i n  t h e  c o n t r a c t ) ,  a n d

W H E R E A S ,  T h i s  B o a r d  h a s  c a r e f u l l y  r e v i e w e d  t h o  
p r o p o s e d  e x t e n s i o n  a g r e e m e n t  a n d  h a s  r e c e i v e d  p u b l i c  c o m m e n t  
o n  t h e  e x t e n s i o n  a g r e e m e n t ,  a n d

W H E R E A S ,  T h i s  B o a r d  f i n d s  t h a t  t h e  t a k i n g  o f  
r o y a l t y  c r u d e  o i l  i n - k i n d  t o  m e e t  t h e  o b l i g a t i o n s  u n d e r  t h e  
a g r e e m e n t  w i l l  s e r v e  a n  i m p o r t a n t  p u b l i c  p u r p o s e  a n d  b e  
o f  g e n e r a l  b e n e f i t  L o  t h e  p u b l i c  i n t e r e s t ,



N OW  T H E R E F O R E ,  t h e  A l a s k a  R o y a l l y  O i l  a n d  C a s  
D e v e l o p m e n t :  A d v i s o r y  H o a r d  h e r e b y  g r a n t s  i t s  a p p r o v a l  o f  t h e  
E x t e n s i o n  A g r e e m e n t  b e t w e e n  t h e  S t a t e  o f  A l a s k a  a n d  
T c s o r o - A l a s k a  P e t r o l e u m  C o r p o r a t i o n  a n d  f u r t h e r  a p p r o v e s  t h e  
t a k i n g  i n - k i n d  o f  t h e  r o y a l t y  c r u d e  o i l  d e d i c a t e d  t c  t h i s  c o n t r a c t .

A p p r o v e

 l .

D i s a p p r o v e

S'
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A P P R O V A L  O F  R E Q U E S T  O F  C O M M I S S I O N E R  
O F  N A T U R A L  R E S O U R C E S  
T O  R E J E C T  A P P L I C A T I O N S

W H E R E A S ,  A l a s k a  S t a t u t e  3 8 . 0 6 . 0 5 0 ( b )  p r o h i b i t s  
t h o  r e j e c t i o n  o f  a p p l i c a t i o n s  f o r  t h e  p u r c h a s e  o f  r o y a l t y  
o i l  o r  g a s  b y  t h e  C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  
( " C o m m i s s i o n e r " )  w i t h o u t  t h e  a p p r o v a l  o f  t h e  A l a s k a  R o y a l t y  

O i l  a n d  G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  ( " B o a r d " ) ,  a n d

W H E R E A S ,  t h e  C o m m i s s i o n e r  i n  c o n j u n c t i o n  w i t h  
h i s  r e q u e s t  f o r  t h e  s a l e  o f  r o y a l t y  c r u d e  o i l  t o  T e s o r o -  
A l a s k a  P e t r o l e u m  C o r p o r a t i o n  r e q u e s t s  t h a t  h e  b e  a l l o w e d  t o  
r e j e c t  a p p l i c a t i o n s  i n  c o n f l i c t  w i t h  t h e  p r o p o s e d  s a l e ,  a n d

W H E R E A S ,  t h i s  B o a r d  h a s  r e v i e w e d  a l l  o t h e r  a p p l i c a t i o n  
f o r  t h e  p u r c h a s e  o f  r o y a l t y  c r u d e  o i l  a n d  h e a r d  p u b l i c  
c o m m e n t  t h e r e o n ,

N O W  T H E R E F O R E ,  t h i s  B o a r d  h e r e b y  g r a n t s  i t s  
a p p r o v a l  t o  r e j e c t  a p p l i c a t i o n s  t o  t h e  e x t e n t  s u c h  
a p p l i c a t i o n s  a r e  r e n d e r e d  i n f e a s i b l e  o r  i m p o s s i b l e  b y  
t h e  c o n t r a c t s  f o r  t h e  s a l e  o f  r o y a l t y  c r u d e  o i l  a p p r o v e d  
b y  t h i s  B o a r d  o n  t h i s  d a t e .

A p p r o v e
S ' !

D i s a p p r o v e

Date:



A P P R O V A L  O F  R E Q U E S T  O F  C O M M I S S I O N E R  O F  N A T U R A L  R E S O U R C E S  
T O  W A I  V E  R E Q U I R E M E N T  O F  C O M P E T I T I V E  1 3 1 1 ) 1 ) 1 1 1 0 _____________

W H E R E A S ,  A l a s k a  S t a t u t e s  3 8 . 0 6 . 0 5 0 ( c )  n n d  3 8 . 0 5 . 3 8 3  
( a )  a n d  ( c )  r e q u i r e  t h e  A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t  

A d v i s o r y  H o a r d  ( " B o a r d " )  g r a n t  w r i t t e n  a p p r o v a l  t o  t h e  
C o m m i s s i o n e r  o f ;  N a t u r a l  R e s o u r c e s  ( " C o m m i s s i o n e r " )  t o  
w a i v e  t h e  r e q u i r e m e n t  t h a t  r o y a l t y  o i l  o r  g a s  b e  s o l d  b y  
c o m p e t i t i v e  b i d ,  a n d

W H E R E A S ,  t h e  C o m m i s s i o n e r  h a s  s u b m i t t e d  t o  t h i s  
B o a r d  a  r e q u e s t  t o  w a i v e  t h e  r e q u i r e m e n t  o f  p u b l i c  b i d d i n g  
w i t h  r e s p e c t  t o  r o y a l t y  c r u d e  o i l  f r o m  c e r t a i n  l e a s e s  
w h i c h  a r c  k n o w n  c o m m o n l y  a s  t h e  C o o k  I n l e t  B a s i n  l e a s e s ,  a n d

W H E R E A S ,  t h i s  B o a r d  h a s  c o n s i d e r e d  t h e  r e q u e s t  
o f  t h e  C o m m i s s i o n e r  a n d  f i n d s  t h e  C o m m i s s i o n e r ' s  r e a s o n s  
s u f f i c i e n t  t o  j u s t i f y  a  w a i v e r  o f  t h e  r e q u i r e m e n t  f o r  p u b l i c  
b i d d i n g  i n  t h e  p u b l i c  i n t e r e s t ;

N O W  T H E R E F O R E ,  t h e  A l a s k a  R o y a l t y  O i l  a n d  C a s  
D e v e l o p m e n t  A d v i s o r y  B o a r d  h e r e b y  g r a n t s  t o  t h e  C o m m i s s i o n e r  
o f  N a t u r a l  R e s o u r c e s  i t s  a p p r o v a l  o f  h i s  r e q u e s t  t o  w a i v e  
p u b l i c  b i d d i n g .

A p p r o v e

-

D i s a p p r o v e

T
sV\
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E X T E N S I O N  O F  

A G R E E M E N T  F O R  T H E  S A L E  

A N D  P U R C H A S E  O F  S T A T E  R O Y A L T Y  O I L

T H I S  E X T E N S I O N ,  entered  into  by and between the S T A T E  O F  

A L A S K A  ( " S T A T E " ) ,  act ing  by and through  its C o m m i s s i o n e r  of N a t u r a l  

R e s o u r c e s  with the consent  of the A l a s k a  R o y a lty  O i l  and G a s  D e v e l o p m e n t  

A d v i s o r y  B o a r d  p u rs ua nt  to A S  38.  05, 1 8 2 ,  A S  38.  05 .  183  and  A S  38.  06 

an d  T E S O R O - A L A S K A N  P E T R O L E U M  C O M P A N Y  ( " T E S O R O - A L A S K A N " ) .

W I T N E S S E T I - I :

W H E R E A S ,  the S T A T E  entered  into  that cer ta in  a g r e e m e n t  e n ­

t it led " A G R E E M E N T  F O R  T H E  S A L E  A N D  P U R C H A S E  O F  S T A T E  O F  

A L A S K A  R O Y A L T Y  O I L "  (" A g r e e m e n t" )  with A l a s k a n  O i l  and  R e f i n i n g  

C o m p a n y  as of J a n u a r y  3 1 ,  1969 ;  and

W H E R E A S ,  T E S O R O - A L A S K A N  is  the l e g a l  s u c c e s s o r  i n  due 

c o u r s e  to A l a s k a n  O i l  and R e f i n i n g  C o m p a n y  and the A l a s k a n  O i l  and R e ­

f in in g  C o m p a n y ' s  r igh ts ,  dut ies  and  o b l ig a t io n s  u n d e r  the A g r e e m e n t ;  

and

W H E R E A S ,  the p a r a g r a p h  n u m b e r e d  " 1"  of A r t i c le  X I I  of the 

A g r e e m e n t  p r o v id e s  i n  p e rt inent  part that the A g r e e m e n t  " s h a l l  cont inue  

and r e m a i n  i n  fu l l  force and effect for a term  b e g i n n i n g  the date hereof  

and  e n d in g  e ight  (8) years f r o m  the D a t e  of F i r s t  D e l i v e r y : "  and

W H E R E A S ,  the "Date  of F i r s t  D e l i v e r y "  referred to i n  the 

a fo r e s a id  p a r a g r a p h  of  the A g r e e m e n t  was J an u a r y  1 ,  1970 ;  and



W H E R E A S ,  b e g in n i n g  o n  and s in c e  that date the S T A T E  ha3 
s o ld  royalty o i l  to T E S O R O - A L A S K A N  purs ua nt  to the A g r e e m e n t ;  and

W H E R E A S ,  the S T A T E  b e l i e v e s  a one y ear  e xtens ion  of the 

sa le  of royalty  o i l  to T E S O R O - A L A S K A N  for u s e  i n  T E S O R O - A L A S K A N ' S  

K e n a i  R e f in e r y  is i n  the best interest  of the S T A T E ;

N O W  T H E R E F O R E ,  i n  c o n s id e r a t io n  of the fo r e g o in g  and i n  

c o n s id e r a t io n  of the m u t u a l  covenants and  a g r e e m e n t s  h e r e i n  c o n ta in e d ,  

the S T A T E  and T E S O R O - A L A S K A N  covenant  and  a g r e e  as fo l low s :

A R T I C L E  I .  E X T E N S I O N

A r t i c le  X U ,  P a r a g r a p h  1 of the A g r e e m e n t  s h a l l  be  a m e n d e d  

b y  the d e le t io n  thereof i n  its entirety and  the subst itut ion  of the fo l lo w in g :

1 ,  T h e  p r i m a r y  t e r m  of thi3 contrac', s h a l l  extend 
to and i n c l u d e  D e c e m b e r  3 1 ,  19 7 8 ,  and s h a l l  be 
u p o n  the s a m e  term s and  c o n d it io n s  as p r o v id e d  
h e r e i n ,  except ,  how ever ,  that the p r ic e  to be  
p a i d  by T E S O R O - A L A S K A N  to the S T A T E  for 
roya lty  o i l  s h a l l  be  in  a c c o r d a n c e  with the 
p r o v i s i o n s  of A r t ic le  U  of tills e x t e n s io n ,

A R T I C L E  I I .  P R I C E

C o m m e n c i n g  J anuary  1 ,  19 7 8 ,  T E S O R O - A L A S K A N  w i l l  pay to
If'

the S T A T E  for royalty o i l  so ld  and  d e l iv e r e d  to it the h ig he s t  p r ic e  a l lo w e d  

u n d e r  fe d e r a l  p r ic e  contro ls  for crude  o i l  of l ik e  q u a l i t y  and gravity  p r o ­

du ce d  f r o m  f ie lds  i n  the C o o k  In le t  A r e a .  It is  u n d e r s t o o d  and  agreed  

that the h ig he s t  p r ic e  a l low ed  u n d e r  fe d e r a l  p r i c e  c o n t r o ls ,  as referred  

to a b o v e ,  i n c lu d e s  a p r e m i u m  of two cents (2ti!) per  b a r r e l  for up  to 

5000 b a r r e ls  per  day taken (purs ua nt  to P a r a g r a p h  ?. of A r t i c l e  I I  of 

the A g r e e m e n t )  i n  a d d i t io n  to the C o nt r a c t  Q u a n t i t y  of 1 5 , 0 0 0  b a r r e ls  

p e r  d ay .

(2)



Jn the event the p r ic e  of crude  o i l  s u b je c t  to th is contract s hou ld  

cease to be regulated by the federa l  g o v e r n m e nt  d u r in g  the p e r io d  of l i m e  

covered  by this extens ion  then and in  that event T E S O R O - A L A S K A N  w i l l  

pay to the S T A T E  for the C ontract  Q u a n t it y  of 1 5 , 0 0 0  b a r r e ls  p e r  day of 

royalty o i l  d e l iv e r e d  to it i n  ac c or d an c e  with A r t ic le  V  of the A g r e e m e n t .  

T E S O R O - A L A S K A N  s h a l l  pay to the S T A T E  the p r ic e  d e t e r m in e d  as i m ­

m e d ia t e l y  set forth,  a b o v e ,  p lu s  a p r e m i u m  of two cents (2£) p e r  b a r r e l  

for a l l  royalty o i l  d e l iv e r e d  to it in  excess of 1 5 , 0 0 0  u a r r e ls  p e r  day ,

A R T I C L E  111 .  I N - S T A T E  U S E  

T E S O R O - A L A S K A N  agrees  that a l l  o i l  p u r c h a s e d  under  the te rm s  

of this exte n s ion  s h a l l  (a) b e  refined o n ly  in  T E S O R O - A L A S K A N ' S  K e n a i  

R e f in e r y  or (b) s h a l l  be traded for an e q u a l  quantity  of A l a s k a n  crude 

o - l  w h ich  sh a l l  be ref ined  i n  T E S O R O - A L A S K A N ' S  K e n a i  R e f in e r y .

A R T I C L E  I V .  R A T I F I C A T I O N  

E x c e p t  as h e r e in a b o v e  e xp r e s s ly  m o d i f i e d ,  the A g r e e m e n t  (and 

a l l  of its terms to the extent heretofore m o d i f i e d )  s h a l l  r e m a i n  in  fu l l  

force and effect.

A R T I C L E  V .  A P P R O V A L  O F  A L A S K A  

S T A T E  L E G I S L A T U R E  R E Q U I R E D  

I f ,  o n  or  before M a y  15 ,  1977 ,  the A l a s k a  State L e g i s l a t u r e  s h a l l  

not have app r ov e d  this E x t e n s i o n  of the A g r e e m e n t  by a conc u r re n t  

r e s o lu t io n  c oncurred  in  by a m a jo r i t y  of the m e m b e r s  of each  H o u s e ,  

and  this E x t e n s i o n  of the A g r e e m e n t  s h a l l  not have b e e n  executed by the 

Sta le  of  A la s k a  and in  force and effect, as of su c h  date ,  then this d oc u m e n t

( 3 )



s h a l l  be n u l l  and void and of no force or  effect,  tho s a m e  as i f  it bad 

never  been  m a d e .

to be executed by its C o m m i s s i o n e r  of N a t u r a l  R e s o u r c e s  with the 

consent  of the A la s k a  Roya lty  O i l  and  G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  

(a copy  of the reso lut ion  of the sa id  B o a r d  c o n se n t ing  to this E x t e n s i o n  

is  attached hereto  as E x h i b i t  A )  and T E S O R O - A L A S K A N  has cau se d  this 

E x t e n s i o n  to be executed by its d u ly  a uthor ized  o f f ic e r ,  a l l  i n  d u p l ic a te  

o r i g i n a ls  as of t h i s  day  o f  / V _________ , 19 7 7 .

T H E  S T A T E  O F  A L A S K A  T E S O R O - A L A S K A N  P E T R O L E U M

I N  W I T N E S S  W H E R E O F ,  the S T A T E  has cau s e d  this E x t e n s i o n

C O M P A N Y

^lioy— R-.—Ma-r-tin- ^ /2cfit-itte.lt
C o m m i s s i o n e r  of N a tu r a l  

R e s o u r c e s

(4)
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March 1277

T h o  h o n o r a b l e .  H u g h  l l u l o n e  
S p e a k e r  o f  t h o  H o u s e  
A i a o k a  S t a t e :  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  2 9 8 1 1

D e a r  H r .  S p a n k e r :

U n d e r  t h o  a u t h o r i t y  o f  a r t .  I l l ,  n o n ,  1 0  o f  t h o  A l a s k a  
C o n s t i t u t i o n ,  I  r u n  t r a n s m i t  t i n g  a  r e s o l u t i o n  g i v i n g  
l e g i s l a t i v e  a p p r o v a l  t o  a  o n e - y e a r  o n  t e n s i o n  o f  t h e  
a g r e e m e n t  b e t w e e n  T u s o r o - A l a s k a n  P e t r o l e u m  C o m p a n y  f o r  
t i i e  p u r c h a s e  o f  r o y a l t y  c r u d e  o i l  f r o m ,  t h o  C o o k  I n l e t  
a r e a .  A S  3 0 , 0 C « O S ! ) ( a )  p r o v i d e s  t h a t  n o  s a l e  o f  s t a t e -  
o w n e d  r o y a l t y  o i l  m a y  b o  m a d e  u n l e s s  a p p r o v e d  b y  c o n ­
c u r r e n t  r e s o l u t i o n  o f  t h o  l e g i s l a t u r e .

T h e  A l a s k a  B o y  a . I  k v  O i l  a n d  C a s  D a v o l o n m o n b  a n d  A d v i s o r y  
b o a r d  h a s  r e v i e w e d  t h a  o ; :  t o n s  i o n  a n d  g r a n t e d  i t s  o p -  
p o v i i l  o n  M a r c h  9 ,  1 9 7 7 .  T h o  B o a r d ' s  d e c l a r a t i o n s  a n d  
f i n d i n g s  a r e  i n c l u d e d  i n  t h a  m a t e r i a l  s u b m i t t e d  t o  
e a c h  l e g i s l a t o r  t o d a y .  V’ a  w o u l d  b e  p l e a s e d  t o  a s s i s t  
y o u  w i t h  a n y  a d d i t i o n a l  i n f o r m a t i o n  w h i c h  y o u  r e q u e s t .

T h o  p r e s e n t  a g r e e m e n t  b e t w e e n  t h e  s t a t e  a n d  T e s o r o -  
A l a s k a n  w i l l  o r p i n *  o n  D o c c m b a r  3 1 ,  1 9 7 7 .  T o r . o r o -  
A l f i s k a n  h a s  e x p r e s s e d  i t s  d e s i r e  t o  c o n t i n u e  p u r c h a s i  g  
s t a t e  r o y a l t y  o i l  f r o m  C o o k  I n l e t ,  a n d  I  b e l i e v e  i t  i : .  
i n  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  t o  c o n t i n u e *  t o  s e l l  
t h a t  o i l  t o  Tcv . ’ a r o - A l a s k o n .  T a s o r o - A l a s k a n  i s  t h o  
l a r g e s t  r e f i n e r  i n  t h e  s t a t e  a n d  s u p p l i e s  a  l a r g e  p o r ­
t i o n  o f  t h o  A l a s k a n  p e t r o l e u m  m a r k e t .  I t  s u p p l i e s  
a  l a r g e r  q u a n t i t y  o f  p e t r o l e u m  p r o d u c t s  t o  A l u s k n n  
c o n s u m e r s  t h a n  r o y a l t y  o i l  p u r c h a s e d .

A s  y o u  k n o w ,  t h o  V o d e r s 1  V n e r g y  A d m i n i s t r a t i o n  c u r ­
r e n t l y  c o n t r o l s  t h o  c e i l i n g  p r i c e  o f  a l l  d o m e s t i c  
c r u d e  o i l ,  i n c l u d i n g  t h a t  p r o d u c e d  i n  t h e  C o o } :  I n l o t *  
T h i s  B a t o n s . i o n  A g r e e m e n t  p r o v i d e s  f o r  t h e  s t a t e  t o  
r e c e i v e  t h o  i i . i x i r i u a t  k n o w n  p r i c e  f o r  t h e  o i l  w h i c h  c a n  » 
b n  o b t a i n e d  u n d e r  L h a s a  r e g u l a t i o n s .



T h e  F L A ,  u n d e r  t h o  M a n d a t o r y  P e t r o l  c u m  7 v l l o c a t . i o n  P . o g -  
u l a t : i o n s ,  h a s  a l s o  f r o / . r n  c r u d e  o i l  B u y c r / F a l l c r  r e ­
l a t i o n s h i p s  u n l e s s  t h o .  B u y m :  d e s i r e »  t o  t e r m i n a t e .
T h o  T e s o r o - A l a s k a n  P e t r o l e u m  C o m p a n y  d o e s  n o t  w i s h  t o  
t e r m i n a t e  b u t  L a s  e x p r e s s e d  t h o  d e s i r e  t o  e x  t o n : !  t h e  
c u r r o n t  n y r a  orient.

T h i s  r e s o l u t i o n  a u t h o r i t e n  o n l y  n  o n c - y o a r  e x t e n s i o n  
o f  t h e  e x i s t i n g  n y r o u r . i o n k  n o  t h a t  v / o  n i g h t  h a v e  a d ­
d i t i o n a l  t i v . ; c  t o  c o n s i d e r  l c n y - r n n y c  u s e  o f  C o o k  I n l e t  
r o y a l t y  o i l .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

S i n c e r e l y ,

J o y  C .  1 l a w m e n  <3 
G o v e r n o r



R E C O R D S  

'  C E R T I F I C A T I O N

I, the undersigned, an employee o f  the State o f  A laska, do hereby certify 

that the m icro film  images on this m icro fo rm  are accurate reproductions 

o f  the original records o f  the State o f  A laska as accumulated during the 

regular course o f  business, and that it is the established po licy  and practice 

o f  this State to m icro film  its records and to dispose o f  tho original records 

a fte r m ic ro film  reproductions have been made.

Date/
& • ■—

Signature o f  Camera Operator



R E C O R D S  

C E R T I F I C A T I O N

I, the undersigned, an employee o f  the State o f  A laska, do hereby certify 

that the m icro film  images on this m ic ro fo rm  are accurate reproductions 

o f  the original records o f  the StatB o f  A laska as accumulated during the 

regular course o f  business, and that it is the established po licy and practice 

o f  this State to m icro film  its records and to dispose o f  the original records 

a fte r m icro film  reproductions have been made.

jy  Signature o f  Cameral Operator Date



A p n r ^ v i n K  t h e  e x  t a n s  I o n  o f  t h e  T e a o r o  -  A l  a s t c a n  P e t r o l e u m  C o m p a n y  a f t r e c a r i e n  t' 
•cynlty c r u d e  o i l  taken i d .

C O M M I T T E E  R E P O R T
J** I ** / /

H O U S E

D a t e

M r .  S p e a k e r :

T h e  C o m m i t t e e  o n IvA h a s  h a d UCF

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

/t~7 recom m ends  i t  do  p a s s
r j  recom m ends  i t  d o  n o t  p a s s
/~7  recom m ends  i t  d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )
/ ~ 7  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  C S  f o r  _ a n d  t h a t

C S  f o r  __________________________________  d o  p a s s

/  /  ( a n d )  r e c o m m e n d s  i t  b e  r e f e r r e d  t o  t h e  

c o m m i t t e e

/~7 r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n  
/  /  A N D  a t t a c h e s  a r e p o r t  o f  i t s  i n t e n t  
/~7 ( o t h e r )

M E M B E R S  S I G N I N G  T H E  M A J O R I T Y  R E P O R T :

M E M B E R S  N O T  C O N C U R R I N G  I N  T H E  M A J O R I T Y  R E P O R T :

 ________________________  r e c o m m e n d s :  _____________
_____________________________  r e c o m m e n d s :  _____________

r e c o m m e n d s :

C h a i r m a n



HOUSE FINANCE COMMITTEE 

LETTER OF INTENT ON H C R  43

I t  i s  t h e  i n t e n t  o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e  i n  

r e c o m m e n d i n g  t h e  a p p r o v a l  o f  H C R  43 ,  t h a t  t h e  S t a t e  o f  
A l a s k a  i n c o r p o r a t e  i n  a n y  f u t u r e  n e g o t i a t i o n s  w i t h  T e s o r o -  
A l a s k a  P e t r o l e u m  C o m p a n y  an  e f f o r t  t o  s e c u r e  som e b e n e f i t s  
t o  t h e  A l a s k a  c o n s u m e r ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  l o w e r  
f u e l  p r i c e s  a n d  g r e a t e r  a v a i l a b i l i t y  oi p r o l e u m  j i r o d u c t s

S t e v e  Cowper 
C h a i r m a n  
H o u s e  F i n a n c e
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Introduced: 3/23/77
Referred: Finance
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BY THE RULES COMMITTEE BY 
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE CONCURRENT RESOLUTION NO. 43

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - FIRST SESSION

Approving the extension of the

Tesoro-Alaskan Petroleum Company

agreement to purchase royalty crude

oil taken in-kind

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, under AS 38.06.055(a), each house of the legislature must 

approve by concurrent resolution all sales of state-owned royalty oil 

before the sale may be consummated; and

l/HEREAS, the State of Alaska has the right under AS 38.05.180 and its 

oil and gas leases to receive royalty oil either in-kind or in-value from 

fields in the Cook Inlet area; and

WHEREAS, the state entered into an agreement entitled "AGREEMENT FOR 

THE SALE AND PURCHASE OF STATE OF ALASKA ROYALTY OIL" ("agreement") with 

Alaskan Oil nnd Refining Company as of January 31, 1969; and

WHEREAS, Tesoro-Alaskan Petroleum Company is the legal successor to 

the rights, duties and obligations of Alaskan Oil and Refining Company
j
under the agreement; and

WHEREAS, beginning on January 1, 1970, the state has sold royalty oii 

; to Tesoro-Alaskan Petroleum Company under the agreement; and

WHEREAS, the commissioner of natural resources has determined that 

/additional information is needed before negotiating the best possible long 

term agreement; and

WHEREAS, the commissioner of natural resources has entered into an 

agreement to extend the agreement for the sale of royalty crude oii from 

fields in the Cook Inlet area to Tesoro-Alaskan Petroleum Company for
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Introduced: 3/23/77
Referred: Finance

BY THE RULES COMMITTEE BY 
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE CONCURRENT RESOLUTION NO. A3 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION

Approving the extension of the 

Tesoro-Alaskan Petroleum Company 

agreement to purchase royalty crude 

oil taken in-kind

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, under AS 38.06.055(a), each house of the legislature must 

approve by concurrent resolution all sales of state-owned royalty oil 

before the sale may be consummated; and

WHEREAS, the State of Alaska has the right under AS 38.05.160 and its 

oil and gas leases to receive royalty oil either in-kind or in-value from 

fields in the Cook Inlet area; and

WHEREAS, the state entered into an agreement entitled "AGREEMENT FOR 

THE SALE AND PURCHASE OF STATE OF ALASKA ROYALTY OIL" ("agreement") with 

Alaskan Oil and Refining Company as of January 31, 1969; and

WHEREAS, Tesoro-Alaskan Petroleum Company is the legal successor to 

the rights, duties and obligations of Alaskan Oil and Refining Company 

under the agreement; and

WHEREAS, beginning on January 1, 1970, the state has sold royalty oil 

to Tesoro-Alaskan Petroleum Company under the agreement; and

WHEREAS, the commissioner of natural resources has determined that 

additional information is needed before negotiating the best possible long 

term agreement; and

WHEREAS, the commissioner of natural resources has entered into an 

agreement to extend the agreement for the sale of royalty crude oil from 

fields in the Cook Inlet area to Tesoro-Alaskan Petroleum Company for
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1 |[ one year; and

? WHEREAS, the Alaska Royalty Oil and Gas Development Advisory Board

3 approved the extension of the agreement for the sale of royalty crude oil

■'* from fields in the Cook Inlet area to Tesoro-Alaskan Petroleum Company for

one year; and

WHEREAS, the legislature has reviewed this extension and conducted 

hearings and otherwise received public input on this extension; and

WHEREAS, the legislature finds this extension to be in the public 

' interest of Alaska and its people, and further finds that this extension is

in compliance with all requirements of law;

BE IT RESOLVED bv the Alaska State Legislature that the "Extension of
,, :i

Agreement For The Sale and Purchase of State Royalty Oil" dated March 3, 

1977, with the Tesoro-Alaskan Petroleum Company and the commissioner of

l’i 

li
11

i*|

IV i 

/II 

1 1 !'

natural resources, for the sale and purchase of royalty crude oil from 

fields in the Cook Inlet area is hereby approved.

• » 11

||
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n.;ar Hr. fipoaker:
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c r o r c a t  r e s o l u t i o n  o f  t h o  l o g i n l a t u r o .

' j ‘h e  A l a o t . a  r o y a l t y  O j . l  a n d  G h m  I I c v g I o o *  m t  a n d  / - . c J v i n o r y  
)>o:-ra hn.n r e v i e w e d  t h o  >■ e; t e n s i o n  a n d  arnoix'd i 1;•; a p -  
p o v a l  o n  :•’j r c h  9, .1.977. T i m  h o a r d ' s  dr. ciln.r o t i f e r .  a n d  
i i n d i n ' j f *  nr.; . I n c l u d e d  i n  the n a f c o r i a i  s u b m i t t e d  t o  
e a c h  l e g i s l a t o r  t o d a y ,  V.'c v - o n l d  be*. p l o a e . c c l  t o  u r j n i n t  
y o u  w i t h  a n y  a d d i t i o n a l  i n  for. i - i t - i o n  ' v M d i  y o n .  r u n o u t .

7 'if* oro.v. .iJ: a y j o x ! . -at hotv** a the eta arid T c r o v o -  
7.la.f a.f Jd cue.!r< • on  *»o<r:c”.ai>o)* !13 , 1 ’77. T o n o r o -
A1 as, b a n  har; or.1 v • it.: do.;.; v.i to c o a t  lira-: - purcrvartiivj
etc t; royn 1 ty o i l  .iinr, Coo); Yu!of, a n d  I b e l i e v e  i t  in 
ii* the I. :d. .int ire . off t h o  s t a l e  to o o n f i n u ; to s o l i  
t h u L  o i l  to " o r c r o -  ; i u:;kan, 7 c"o;» c»-/ Jv/• o;u :i •; the

at r in I ' ■ at .1 • ; ' : i a l a r  ’* p o r ­
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3 :0 : t f  I v* *» l c o l ; I ,; • ■•hi i r tQ  J V • C' o f o l . l . lO li V'l'j l a
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The *  Z V . h f  u n d e r  t h e  c l a t o r y  r e t l . . r o l c u n  J . \ .l o c a l : : ! c m  U o g ~
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?-!:■ ; c::priI«cc-U t o o  door) o to cxtoncT t h o  * 

c u r r e n t  c:'•ge.-joi:'.) ntj__

T h i s  r c s o l u L . i o n  a u t h o r i s e s  o n l y  a  o r . a - y e x t e n s i o n ,  
o i :  t h o  e x i s t i n g  n c j r o e . ■:•!»fc v . o  t i n t :  vc$  s w e e t  h a v e  a d ­
d i t i o n a l  l : i : v . e  t o  c o n s i d e r  l o n g - r a n g e  u : > o  o f  C o o ; :  l ' n l r . 1 ;  
r o y a l t y  o i l .

'.(.’h a n k  y o u  for y o u r  c o n s i d e r a t i o n .

Sincerely.

J a y  S. llai.rnoncl. 
G o v e r n o r
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T h e  H o n o r a b l e  H u g h  M a l o n e  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  r e s o l u t i o n  g i v i n g  
l e g i s l a t i v e  a p p r o v a l  t o  a  o n e - y e a r  e x t e n s i o n  o f  t h e  
a g r e e m e n t  b e t w e e n  T e s o r o - A l a s k a n  P e t r o l e u m  C o m p a n y  f o r  
t h e  p u r c h a s e  o f  r o y a l t y  c r u d e  o i l  f r o m  t h e  C o o k  I n l e t  
a r e a .  A S  3 8 . 0 6 . 0 5 5 ( a )  p r o v i d e s  t h a t  n o  s a l e  o f  s t a t e -  
o w n e d  r o y a l t y  o i l  m a y  b e  m a d e  u n l e s s  a p p r o v e d  b y  c o n ­
c u r r e n t  r e s o l u t i o n  o f  t h e  l e g i s l a t u r e .

T h e  , : k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t  a n d  A d v i s o r y  
B o a r d  . l a s  r e v i e w e d  t h e  e x t e n s i o n  a n d  g r a n t e d  i t s  a p -  
p o v a l  o n  M a r c h  8 ,  1 9 7 7 .  T h e  B o a r d ' s  d e c l a r a t i o n s  a n d  
f i n d i n g s  a r e  i n c l u d e d  i n  t h e  m a t e r i a l  s u b m i t t e d  t o  
e a c h  l e g i s l a t o r  t o d a y .  W e  w o u l d  b e  p l e a s e d  t o  a s s i s t  
y o u  w i t h  a n y  a d d i t i o n a l  i n f o r m a t i o n  w h i c h  y o u  r e q u e s t .

T h e  p r e s e n t  a g r e e m e n t  b e t w e e n  t h e  s t a t e  a n d  T e s o r o -  
A l a s k a n  w i l l  e x p i r e  o n  D e c e m b e r  3 1 ,  1 9 7 7 .  T e s o r o -  
A l a s k a n  h a s  e x p r e s s e d  i t s  d e s i r e  t o  c o n t i n u e  p u r c h a s i n g  
s t a t e  r o y a l t y  o i l  f r o m  C o o k  I n l e t ,  a n d  I  b e l i e v e  i t  i s  
i n  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  t o  c o n t i n u e  t o  s e l l  
t h a t  o i l  t o  T e s o r o - A l a s k a n .  T e s o r o - A l a s k a n  i s  t h e  
l a r g e s t  r e f i n e r  i n  t h e  s t a t e  a n d  s u p p l i e s  a  l a r g e  p o r ­
t i o n  o f  t h e  A l a s k a n  p e t r o l e u m  m a r k e t .  I t  s u p p l i e s  
a  l a r g e r  q u a n t i t y  o f  p e t r o l e u m  p r o d u c t s  t o  A l a s k a n  
c o n s u m e r s  t h a n  r o y a l t y  o i l  p u r c h a s e d .

A s  y o u  k n o w ,  t h e  F e d e r a l  E n e r g y  A d m i n i s t r a t i o n  c u r ­
r e n t l y  c o n t r o l s  t h e  c e i l i n g  p r i c e  o f  a l l  d o m e s t i c  
c r u d e  o i l ,  i n c l u d i n g  t h a t  p r o d u c e d  i n  t h e  C o o k  I n l e t .  
T h i s  E x t e n s i o n  A g r e e m e n t  p r o v i d e s  f o r  t h o  s t a t e  t o  
r e c e i v e  t h e  m a x i m u m  k n o w n  p r i c e  f o r  t h e  o i l  w h i c h  c a n  
b e  o b t a i n e d  u n d e r  t h e s e  r e g u l a t i o n s .

I t
P



T h e  F E A ,  u n d e r  t h e  M a n d a t o r y  P e t r o l e u m  A l l o c a t i o n  R e g ­
u l a t i o n s ,  h a s  a l s o  f r o z e n  c r u d e  o i l  B u y e r / S e l l e r  r e ­
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c u r r e n t  a g r e e m e n t .

T h i s  r e s o l u t i o n  a u t h o r i z e s  o n l y  a  o n e - y e a r  e x t e n s i o n  
o f  t h e  e x i s t i n g  a g r e e m e n t  s o  t h a t  w e  m i g h t  h a v e  a d ­
d i t i o n a l  t i m e  t o  c o n s i d e r  l o n g - r a n g e  u s e  o f  C o o k  I n l e t  
r o y a l t y  o i l .

T h a n k  y o u  f o r  y o u r  c o  ’  '
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The.* F l h r u n d e r  t h o  M a n d a t o r y  Potrolovvu A l l o c a t i o n  P e g -  
ui a tie f h a s  al ro fror.'-n c r u d e  o i l  nayor/.' ;Ilor r e­
l a t i o n s h i p s  uul.cfu; t h a  b u y e  ir d o 3 i r o :> bo teriTO-.nato.
T h e  To.::oro~A'.Ln:;kun P e t r o l  ura c o u . o n y  d o e s  n o b  \ ji s h  to 
terrain a t e  b u t  h a s  expresses! hho d e s i r e  to  c.ntorid. tho 

c u r r a n t r . g r c c r . v j n  t ,

T h i s  r e s o l u t i o n  a u t h o r i s e s  o n l y  n  o n e - y e n r  ( i - u t c n s i . c n  
o f  the c ; : i s t J n q  a g r a e . . : i O ! i t  n o  t h a t  *•/•“.• n i g h t  h a v e  a d -  
d i t i c n u . l  L ' . r , ;o  t o  c o n s i d e r  l o i i g - r a n g ;  u s o  o f  C o o ) :  I n l e t  
r o y a l t y  o i l .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

G i n e e r e l y .

Ja y  G, Ih'-u »d 
G o v e r n o r
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BY THE RULES COMMITTEE BY 
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE CONCURRENT RESOLUTION NO. A3 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION

Approving the extension of the 

Tesoro-Alaskan Petroleum Company 

agreement to purchase royalty crude 

oil taken in-kind

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, under AS 38.06.055(a), each house of the legislature must 

approve by concurrent resolution all sales of state-owned royalty oil 

before the sale may be consummated; and

WHEREAS, the State of Alaska has the right under AS 38.05.180 and its 

oil and gas leases to receive royalty oil either in-kind or in-value from 

fields in the Cook Inlet area; and

WHEREAS, the state entered into an agreement entitled "AGREEMENT FOR 

THE SALE AND PURCHASE OF STATE OF ALASKA ROYALTY OIL" ("agreement") with 

Alaskan Oil and Refining Company as of January 31, 1969; and

WHEREAS, Tesoro-Alaskan Petroleum Company is the legal successor to 

the rights, duties and obligations of Alaskan Oil and Refining Company 

under the agreement; and

WHEREAS, beginning on January 1, 1970, the state has sold royalty oil 

to Tesoro-Alaskan Petroleum Company under the agreement; and

WHEREAS, the commissioner of natural resources has determined that

additional information is needed before negotiating the best possible long 

term agreement; and

WHEREAS, the commissioner of natural resources has entered Into an

agreement to extend the agreement for the sale of royalty crude oil from

fields in the Cook Inlet area to Tesoro-Alaskan Petroleum Compuny for

-1- HCR A3
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WHEREAS, the Alaska Royalty Oil and Gas Development Advisory Board 

approved the extension of the agreement for the sale of royalty crude oil 

4 from fields in the Cook Inlet area to Tesoro-Alaskan Petroleum Company for 

one year; and

WHEREAS, the legislature has reviewed this extension and conducted

one year; and

I

6

! hhearings and otherwise received public input on this extension; and
J

WHEREAS, the legislature finds this extension to be in the public 

' | interest of Alaska and its people, and further finds that this extension is

10 in compliance with all requirements of law;

11

17
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16 

13 
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75

76 1. 
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79

BE IT RESOLVED by the Alaska State Legislature that the "Extension of 

Agreement For The Sale and Purchase of State Royalty Oil" dated March 8, 

1977, with the Tesoro-Alaskan Petroleum Company and the commissioner of 

natural resources, for the sale and purchase of royalty crude oil from 

fields in the Cook Inlet area is hereby approved.

HCR AJ ~2 ~
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BY THE RULES COMMITTEE BY IN THE HOUSE REQUEST OF THE GOVERNOR
HOUSE CONCURRENT RESOLUTION NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 
TENTH LEGISLATURE - FIRST SESSION

Approving the extension o f  the 
Tesoro-A laskan Petroleum Company 
agreement to purchase r o y a l t y  crude 
o i l  taken in -k ind

BE IT  RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
WHEREAS, under AS 3 8 .0 6 .0 5 5 (a ) ,  each house o f  the le g i s la t u r e  must 

approve by concurrent re s o lu t io n  a l l  sa le s  o f  state-owned r o y a l t y  o i l  
b e fo re  the sa le  may be consummated; and

WHEREAS, the S ta te  o f  Alaska has the r ig h t  under AS 38 .0 5 .1 80  and i t s  
o i l  and gas lea ses to rece ive  ro y a lt y  o i l  e i th e r  in -k ind  o r in -va lu e  from 
f i e ld s  in  the Cook I n le t  a rea ; and

WHEREAS, the s ta te  entered in to  an agreement e n t i t le d  "AGREEMENT FOR 
THE SALE AND PURCHASE OF STATE OF ALASKA ROYALTY OIL" ("agreement") with 
Alaskan O i l  and Re fin ing  Company as o f  January 31, 1969; and

WHEREAS, Tesoro-A laskan Petroleum Company is  the le g a l successor to 
the r ig h t s ,  du ties and ob lig a t io n s  o f  Alaskan O i l and Re fin ing  Company 
under the agreement; and

WHEREAS, beginning on January 1, 1970, the s ta te  has so ld  ro y a lt y  o i l  
to Tesoro-A laskan Petroleum Company under the agreement; and

WHEREAS, the commissioner o f  n a tu ra l resources has determined that
a d d it io n a l in fo rm ation  is  needed be fore nego t ia t ing  the best po ss ib le  long 
term agreement; and

WHEREAS, the commissioner o f  n a tu ra l resources has entered in to  an
agreement to extend the agreement fo r  the sa le  o f  r o y a lt y  crude o i l  from
f i e ld s  in the Cook In le t  area to Tesoro-Alaskan Petroleum Company fo r

-1-
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W H E R E A S ,  t h e  A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  

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

f r o m  f i e l d s  i n  t h e  C o o k  I n l e t  a r e a  t o  T e s o r o - A l a s k a n  P e t r o l e u m  C o m p a n y  f o r  

o n e  y e a r ;  a n d

W H E R E A S ,  t h e  l e g i s l a t u r e  h a s  r e v i e w e d  t h i s  e x t e n s i o n  a n d  c o n d u c t e d  

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

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

i n t e r e s t  o f  A l a s k a  a n d  i t s  p e o p l e ,  a n d  f u r t h e r  f i n d s  t h a t  t h i s  e x t e n s i o n  i s

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

B E  I T  R E S O L V E D  b y  t h e  A l a s k a  S t a t e  L e g i s l a t u r e  t h a t  t h e  " E x t e n s i o n  o f

A g r e e m e n t  F o r  T h e  S a l e  a n d  P u r c h a s e  o f  S t a t e  R o y a l t y  O i l "  d a t e d  M a r c h  8 ,

1 9 7 7 ,  w i t h  t h e  T e s o r o - A l a s k a n  P e t r o l e u m  C o m p a n y  a n d  t h e  c o m m i s s i o n e r  o f  

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

f i e l d s  i n  t h e  C o o k  I n l e t  a r e a  i s  h e r e b y  a p p r o v e d .



D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S  
O F F I C E  O F  T H E  C O M M I S S I O N E R

01001D

Tt> | M e m b e r s ,  A l a s k a  R o y a l t y  Oil a n d  Gas 
D e v e l o p m e n t  A d v i s o r y  B o a r d

date F e b r u a r y  2 2 ,  1 9 7 7

subject:]? }, t e n s  i o n  o f  T e s o r o - A l a s k a n  
c o n t r a c t  f o r  p u r c h a s e  o f  
C o o k  I n l e t  c r u d e  o i l .

U n d e r  t h e  s t a t u t e  c r e a t i n g  t h e  A l a s k a  R o y a l t y  O i l  
a n d  G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d ,  t h e  B o a r d  m u s t  g r a n t  i t s  
p r i o r  w r i t t e n  a p p r o v a l  t o  a  s a l e  o f  r o y a l t y  o i l  o r  g a s .  T h e  
B o a r d  m u s t  a l s o  g i v e  i t s  c o n s e n t  o r  a p p r o v a l  t o  s e v e r a l  
o t h e r  m a t t e r s  r e l a t e d  t o  a  s a l e .  T h i s  m e m o r a n d u m  i s  i n t e n d e d  
t o  p r e s e n t  a  f o r m a l  r e q u e s t  t o  t h e  B o a r d  f o r  a l l  a p p r o v a l s  
n e c e s s a r y  t o  e f f e c t u a t e  a  s a l e  i n  c o m p l i a n c e  w i t h  t h e  
s t a t u t o r y  o b l i g a t i o n s  o f  A S  3 8 . 0 5  a n d  A S  3 8 . 0 6 .

1 .  P u r s u a n t  t o  A S  3 8 . 0 6 . 0 5 0 ( c )  a n d
A S  3 8 . 0 5 . 1 3 3 ( a )  a n d  ( c ) ,  I  a s k  t h i s  B o a r d  t o  
w a i v e  t h e  r e q u i r e m e n t  t h a t  r o y a l t y  c r u d e  o i l  
f r o m  t h e  C o o k  I n l e t  B a s i n  b e  o f f e r e d  f o r  s a l e  
b y  c o m p e t i t i v e  b i d .

2 .  P u r s u a n t  t o  A S  3 8 . 0 5 . 1 8 2  a n d  A S  3 8 . 0 5 . 1 8 3  
a n d  A S  3 8 . 0 6 . 0 5 0 ( a ) ,  I  h e r e b y  a s k  t h i s  B o a r d  
t o  g r a n t  i t s  c o n s e n t  t o  t a k e  r o y a l t y  c r u d e  o i l  
f r o m  t h e  C o o k  I n l e t  B a s i n  i n - k i n d  a n d  t o  a p p r o v e  
t h e  s a l e  o f  t h a t  c r u d e  o i l  t o  T o s o r o - A l a s k a  
P e t r o l e u m  C o r p o r a t i o n  p u r s u a n t  t o  t h e  t e r m s  o f  
t h e  a g r e e m e n t  e n t i t l e d  " A g r e e m e n t  f o r  t h e  S a l e  
a n d  P u r c h a s e  o f  S t a t e  R o y a l t y  O i l "  d a t e d  3 1 s t  
J a n u a r y ,  1 9 6 9  b e t w e e n  t h e  S t a t o  o f  A l a s k a  a n d  
A l a s k a n  O i l  a n d  R e f i n i n g  C o m p a n y  a n d  t h o  E x t e n s i o n  
A g r e e m e n t  b e t w e e n  t h e  S t a t e  o f  A l a s k a  a n d  T e s o r o -  
A l a s k a  P e t r o l e u m  C o r p o r a t i o n  ( l e g a l  s u c c e s s o r  t o  
A l a s k a n  O i l  a n d  R e f i n i n g  C o m p a n y )  d a t e d  
F e b r u a r y  2 2 ,  1 9 7 7 .



Pag .; 2
A l a s k a  R o y a l t y  B o a r d  
F e b r u a r y  22, 1977

3. P u r s u a n t  to AS 3 3 . 0 6 . 0 5 0 ( b )  I h e r e b y  a s k  the 
B o a r d  t o  g r a n t  a p p r o v a l  of r e j e c t i o n  of all 
o t h e r  a p p l i c a t i o n s  to p u r c h a s e  r o y a l t y  c r u d e  
o i l  f r o m  the C o o k  I n l e t  B a s i n  l e a s e s  w h i c h  a r e  
i n c o n s i s t e n t  w i t h  the p r o p o s e d  sale.

I h a ve, in t h e  past, a d v i s e d  the B o a r d  of t h e  
s t a t u s  o f  n e g o t i a t i o n s  f o r  t h e  e x t e n s i o n  of this a g r e e m e n t  for 
t h e  s a l e  of r o y a l t y  c r u d e  oil f r o m  t h e  C o o k  I n l e t  Basin. A l l  
of t h e  a p p r o v a l s  w h i c h  I a m  n o w  r e q u e s t i n g  of t h e  B o a r d  h a v e  
b e e n  d i s c u s s e d  b y  t h e  B o a r d  in c o n c e p t u a l  terms. I a m  p r e p a r e d  
to p r e s e n t  to the B o a r d  the s p e c i f i c  p o l i c y  b a s i s  a n d  to a n s w e r  
a n y  q u e s t i o n s  t h e  B o a r d  m e m b e r s  m a y  have.

G R M : j l



R e a s o n  for E x t e n s i o n  of A g r e e m e n t  for the 
S a l e  and P u r c h a s e  of S t a t e  R o y a l t y  Oil to 

T e s o r o - A l a s k a n  P e t r o l e u m  C o r p o r a t i o n

T h i s  is r e g a r d i n g  the e x t e n s i o n  of the a g r e e m e n t  e n t i t l e d  

" A g r e e m e n t  for the S a l e  and P u r c h a s e  of t h e  S t a t e  R o y a l t y  

Oil" d a t e d  3 1 s t  J a n u a r y ,  1969 b e t w e e n  the S t a t e  of A l a s k a  

a n d  A l a s k a n  O i l  a n d  R e f i n i n g  C o m p a n y .  T e s o r o - A l a s k a n  P e t r o  

l e u m  C o r p o r a t i o n  h a s  b e c o m e  the legal s u c c e s s o r  to A l a s k a n  

O i l  and R e f i n i n g  Com p a n y .

T h e  e f f e c t i v e  d a t e  of the o r g i n a l  a g r e e m e n t  w a s  J a n u a r y  1, 

1970 (date of f i r s t  d e l i v e r y  of  crude) and en d s  e i g h t  (8) 

y e a r s  f r o m  d a t e  of  f i r s t  d e l i v e r y  (January 1, 1978). 

H o w e v e r ,  A r t i c l e  X I I . 3 of  the o r i g i n a l  a g r e e m e n t  st a t e s  

that " P u r c h a s e r  is g r a n t e d  the r i g h t  for t w o  (2) s u c c e s s i v e  

t h ree (3) y e a r  p e r i o d s  to e x t e n d  this c o n t r a c t  by g i v i n g  

the S t a t e  w r i t t e n  n o t i c e  t h e r e o f  n o t  less than s e v e n  (7) 

m o n t h s  p r i o r  to  the end of the then e x p i r i n g  term. Any 

s u c h  r e n e w a l  s h all be u p o n  su c h  t e r m s  and c o n d i t i o n s  as 

the p a r t i e s  m a y  a g r e e  to." T h e  intent of the o r i g i n a l  

c o n t r a c t  d o e s  p r o v i d e  for the e x t e n s i o n s  as stated, h o w e v e r  

it is b e l i e v e d  to be in the i n t e r e s t  of b o t h  the S t a t e  and 

T e s o r o  to r e w r i t e  the b a s i c  a g r e e m e n t  to r e f l e c t  future 

a n t i c i p a t e d  c h a n g e s  in the p e t r o l e u m  i n d u s t r y  in Alas k a ,

F E A  p r i c e  r e g u l a t i o n s ,  and c o n s i d e r a t i o n s  r e l a t i n g  to the 

M a n d a t o r y  P e t r o l e u m  A l l o c a t i o n  R e g u l a t i o n s  w h e n  t h e y  b e c o m e



k n o w n  d u r i n g  t h e  n e x t  year. A t  the p r e s e n t  time, t h e r e  

is n o t  b e l i e v e d  to b e  s u f f i c i e n t  i n c e n t i v e  for the S t a t e  

to t a k e  a n y  o t h e r  c o u r s e  than to e x t e n d  the c u r r e n t  a g r e e m e n t  

for a s h o r t  time.

Th e  F e d e r a l  E n e r g y  A d m i n i s t r a t i o n  c u r r e n t l y  c o n t r o l s  the 

c e i l i n g  p r i c e  of all d o m e s t i c  c r u d e  oil, i n c l u d i n g  th a t  

p r o d u c e d  in the C o o k  Inlet. T h e  E x t e n s i o n  A g r e e m e n t  p r o v i d e s  

for t h e  m a x i m u m  k n o w n  p r i c e  w h i c h  c o u l d  be  o b t a i n e d  u n d e r  

these r e g u l a t i o n s .

D u r i n g  t h e  n e x t  y e a r  the S t a t e  w i l l  l e a r n  m u c h  m o r e  a b o u t  

the f u t u r e  p r i c e  or v a l u e  o f  C o o k  I n l e t  c r u d e  as a r e s u l t  

of the m a r k e t i n g  of N o r t h  S l o p e  c r u d e  a n d  r e l a t e d  F e d e r a l  

p r i c e  r e g u l a t i o n s .  It is n o t  c u r r e n t l y  k n o w n  w h e t h e r  the 

p r i c e  or v a l u e  of N o r t h  S l o p e  c r u d e  w i l l  a f f e c t  the p r i c e  

o r  v a l u e  o f  C o o k  I nlet crude. An  i m p o r t a n t  c o n s i d e r a t i o n  

is that C o o k  I n l e t  c r u d e  is a m u c h  h i g h e r  q u a l i t y  than 

N o r t h  S l o p e  crude. T h e  S t a t e  s h o u l d  h a v e  this i n f o r m a t i o n  

a v a i l a b l e  b e f o r e  n e g o t i a t i n g  a n e w  long t e r m  c o n t r a c t  w i t h  

T e s o r o  to in s u r e  that the b e s t  p r i c e  p o s s i b l e  is o b t a i n e d  

and the i n t e r e s t s  of the S t a t e  a r e  p r o t e c t e d .

T h e  S t a t e  p r e s e n t l y  r e c e i v e s  the f o l l o w i n g  for its r o y a l t y  

oil p r o d u c e d  in the C o o k  Inlet Basin:



u

B a s e  P r i c e  for 4 0 . 0 +  D e g r e e  A P I  C r u d e  

E a s t  S i d e  (Old Oil) $ 5 . 2 6  p e r  B a r r e l  

W e s t  S i d e  (Old O i l  ) $ 5 , 0 3 5  per B a r r e l

A d j u s t m e n t  for e a c h  full

d e g r e e  API G r a v i t y  b e l o w  40.0 - $ 0 . 0 5  per B a r r e l

A d j u s t m e n t  for all oil over

1 5 , 0 0 0  B P D  + $ 0 . 0 2  per B a r r e l

A d j u s t m e n t  for a l l  oil

c l a s s i f i e d  a s  N e w  Oil + $ 5 . 8 5  per B a r r e l

A d j u s t m e n t  for t r a n s p o r t a t i o n

all o i l  - $ 0 , 0 5 6  p e r  B a r r e l

Note: C l e a n i n g  and d e h y d r a t i o n  c h a r g e  2 . 5 ^ / B b l  1976

(Paid b y  Tesoro) 5 . 8 5 C / B b l  1977

T h e  F e d e r a l  p r i c e  c o n t r o l s  a l l o w  for a g r a v i t y  a d j u s t m e n t  

r e d u c t i o n  of 3C p e r  B a r r e l  for e a c h  full d e g r e e  of API g r a v i t y  

b e l o w  40.9 API g r a v i t y .  H o w e v e r ,  the o r g i n a l  a g r e e m e n t  c a l l s

for the 5C per B a r r e l  i n d i c a t e d  a b o v e  w h i c h  is the b a s i s

for the c u r r e n t  p ayment. T h e  S t a t e  has r e c e i v e d  g r a v i t y  

a d j u s t m e n t  as s p e c i f i e d  u nder the F e d e r a l  P r i c e  c o n t r o l s  

for the E x t e n s i o n  a g r e e m e n t .

S h o u l d  the S t a t e  a l l o w  the c o n t r a c t  to e x p i r e  and ta k e  the 

oil in value, it is p o s s i b l e  that it w o u l d  n o t  be  a l l o w e d  to d o  

so if T e s o r o - A l a s k a n  o b j e c t e d  s i n c e  th e y  w o u l d  c l a i m  r e l i e f
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f r o m  F E A  u n d e r  the M a n d a t o r y  P e t r o l e u m  A l l o c a t i o n  R e g u l a t i o n s  

in t h a t  c r u d e  oil B u y e r / S e l l e r  r e l a t i o n s h i p s  are c u r r e n t l y  

f r o z e n  u n l e s s  the B u y e r  d e s i r e s  to t e r m i n a t e  the a g r e e m e n t .  

C e r t a i n l y ,  T e s o r o  d o e s  n o t  w i s h  to t e r m i n a t e  t h e i r  s u p p l y  

of c r u d e  oil.

T e s o r o - A l a s k a n  is a l s o  t h e  l a r g e s t  r e f i n e r  in the S t a t e  

a n d  s u p p l i e s  a l a r g e  p o r t i o n  of  the p e t r o l e u m  market.

It m a y  b e  c o n s i d e r e d  t h a t  it is in the S t a t e ' s  i n t e r e s t  

to a s s u r e  t h e m  an a d e q u a t e  c r u d e  supply. T e s o r o  c u r r e n t l y  

s u p p l i e s  a l a r g e r  q u a n t i t y  o f  p r o d u c t s  to  the S t a t e  than 

r o y a l t y  o i l  p u r c h a s e d .

T h e  e x t e n s i o n  for o n e  (1) y e a r  g i v e s  the S t a t e  n e e d e d  time 

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

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

t h e  St a t e ,  p a r t i c u l a r y  s i n c e  t h e r e  is l i t t l e  a d v a n t a g e  to do 

o t h e r w i s e .  T h e  S t a t e  n e e d s  o n e  full y e a r  lead t i m e  to 

c o m p l e t e  a c o n t r a c t  d u e  to the r e q u i r e m e n t  in the l e a s e  f o r m  

to g i v e  six m o n t h s  n o t i c e  to p r o d u c e r s  for the S t a t e  to ta k e  

oil a n d  g a s  i n - k i n d  a n d  a n  a d d i t i o n a l  six m o n t h s  a l l o w a n c e  for 

R o y a l t y  B o a r d  a n d  L e g i s l a t i v e  a p p r o v a l .

T h i s  e x t e n s i o n  w i l l  a l s o  a l l o w  ti m e  for the 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  to d e t e r m i n e  if this oil sh o u l d  be d i s p o s e d  

of by  c o m p e t i t i v e  bid if a n o t h e r  b i d d e r  for the oil for i n - s t a t e  

u se c a n  be  o b t a i n e d .  P r e s e n t l y  n o  o t h e r  k n o w n  q u a l i f i e d  

b i d d e r  e x i sts.



i

E x t e n s i o n  of the A g r e e m e n t  to P u r c h a s e  S t a t e  
R o y a l t y  C r u d e  Oil

F i n d i n g s  and C o n c l u s i o n s  of the C o m m i s s i o n e r
P u r s u a n t  to A l a s k a  S t a t u t e  38.05.183(c)

A l a s k a  Sta t u t e ,  AS 3 8 . 0 5 . 1 8 3 ( c ) ,  r e q u i r e s  t h a t  the 

C o m m i s s i o n e r  of N a t u r a l  R e s o u r c e s  m a k e  public, in w r i t i n g ,  

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

m i n a t i o n  n o t  to u s e  c o m p e t i t i v e  b i d  p r o c e d u r e s  is b a s e d  

for a sa l e  of A l a s k a  r o y a l t y  oil or gas. P u b l i c a t i o n  is 

to f o l l o w  a p p r o v a l  of the d e t e r m i n a t i o n  b y  the A l a s k a  R o y a l t y  

Oil a n d  G a s  D e v e l o p m e n t  A d v i s o r y  Board. On  M a r c h  8, 1977, 

the R o y a l t y  B o a r d  d i d  a p p r o v e  the C o m m i s s i o n e r ' s  d e t e r m i n a t i o n  

to w a i v e  t h e  c o m p e t i t i v e  b i d d i n g  r e q u i r e m e n t  for sa l e  of 

r o y a l t y  oil to the T e s o r o - A l a s k a n  P e t r o l e u m  C o m p a n y  by  e x t e n d i n g  

for o n e  (1) y e a r  the a g r e e m e n t  e n t i t l e d  " A g r e e m e n t  for 

the S a l e  and P u r c h a s e  o f  S t a t e  R o y a l t y  Oil" d a t e d  31 s t  

J a n u a r y  1969 b e t w e e n  the S t a t e  of A l a s k a  and A l a s k a n  Oil 

and R e f i n i n g  C ompany. ( T e s o r o - A l a s k a n  P e t r o l e u m  C o r p o r a t i o n  

has b e c o m e  the legal s u c c e s s o r  to A l a s k a n  Oil and R e f i n i n g  

Company.) A c c o r d i n g l y ,  t h e s e  w r i t t e n  f i n d i n g s  and c o n c l u s i o n s  

are s u b m i t t e d  in f u l f i l l m e n t  of the r e q u i r e m e n t s  of  AS 

3 8 . 0 5 . 1 8 3 ( c ) .

TESORO-ALASKAN PETROLEUM COMPANY



A r t i c l e  Xll.3. of the a g r e e m e n t  p r o v i d e s  that " P u r c h a s e r  

is g r a n t e d  the r i g h t  for t w o  (2) s u c c e s s i v e  t h r e e  (3) ye a r 

p e r i o d s  to e x t e n d  t h i s  c o n t r a c t  by  g i v i n g  the S t a t e  w r i t t e n  

n o t i c e  t h e r e o f  n o t  le s s  t h a n  s e v e n  (7) m o n t h s  p r i o r  to 

t he e n d  of the then e x p i r i n g  term. A n y  s u c h  r e n e w a l  shall 

be u p o n  s u c h  t e r m s  a n d  c o n d i t i o n s  as the p a r t i e s  m a y  a g r e e  

to." T h e  e f f e c t i v e  d a t e  of this a g r e e m e n t  is J a n u a r y  1,

1 9 7 0  (date of  f i r s t  d e l i v e r y  of crude) a n d  en d s  e i g h t  (8) 

y e a r s  f r o m  d a t e  of f i r s t  d e l i v e r y  ( J a n u a r y  1, 1978).

A s  s t a t e d  above, the o r i g i n a l  c o n t r a c t  p r o v i d e s  for e x t e n s i o n s ,  

h o w e v e r ,  it is b e l i e v e d  to b e  in the i n t e r e s t  of b o t h  the 

S t a t e  and T e s o r o  to r e w r i t e  the b a s i c  a g r e e m e n t  to r e f l e c t  

a n t i c i p a t e d  c h a n g e s  in the p e t r o l e u m  i n d u s t r y  in A l a ska,

F E A  p r i c e  r e g u l a t i o n s ,  and c o n s i d e r a t i o n s  r e l a t i n g  to the 

M a n d a t o r y  P e t r o l e u m  A l l o c a t i o n  R e g u l a t i o n s .  T h e r e f o r e ,  

it is r e c o m m e n d e d  t h a t  this a g r e e m e n t  be e x t e n d e d  for one 

(1) y e a r  i n s t e a d  of t h r e e  (3) y e a r s  to a l l o w  for the d e v e l o p m e n t  

of this i n f o r m a t i o n .

T h e  S t a t e  has t h r e e  a l t e r n a t i v e s  w h i c h  are:

1. A l l o w  the c o n t r a c t  to e x p i r e  a n d  t a k e  the oil in value.

2. R e n e g o t i a t e  the c o m p l e t e  c o n t r a c t  on a long t e r m  basis.

3. E x t e n d  c u r r e n t  c o n t r a c t .
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S h o u l d  the S t a t e  a l l o w  the c o n t r a c t  to e x p i r e  and take its r o y a l t y  

in value, it is l i k e l y  th a t  it w o u l d  n o t  be  a l l o w e d  to d o  so 

if T e s o r o - A l a s k a n  o b j e c t e d  s i n c e  chey c o u l d  c l a i m  r e l i e f  

f r o m  F E A  u n d e r  the M a n d a t o r y  P e t r o l e u m  A l l o c a t i o n  R e g u l a t i o n s  

in t h a t  c r u d e  oil B u y e r / S e l l e r  r e l a t i o n s h i p s  a r e  fro z e n  

u n l e s s  the B u y e r  d e s i r e s  to t e r m i n a t e  the agr e e m e n t .  S h o u l d  

this occur, t h e r e  w o u l d  be  no  p u r p o s e  of a c o m p e t i t i v e  

bid s i n c e  F E A  c o u l d  f o r c e  the sale to c o n t i n u e  to T e s o r o -  

A l a s k a n .

T e s o r o - A l a s k a n  is a l s o  the l a r g e s t  r e f i n e r  in the S t a t e 

and s u p p l i e s  a l a rge p o r t i o n  of the p e t r o l e u m  m a r k e t ,  t h e refore, 

it m a y  be  c o n s i d e r e d  that it is in the S t a t e ' s  i n t e r e s t  

to a s s u r e  t h e m  an a d e q u a t e  c r u d e  supply. T e s o r o  s u p p l i e s  

a l a r g e r  q u a n t i t y  o f  p r o d u c t s  to the S t a t e  than r o y a l t y  

oil p u r c h a s e d .  T h e r e  is n o  k n o w n  r e f i n e r  in A l a s k a  w h o  

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

p r o d u c t s  to the A l a s k a n  market.

T h e  n e e d  for c o m p e t i t i v e  b i d  has be e n  g r e a t l y  r e d u c e d  d u e  

to the F E A  c r u d e  oil p r i c e  c o n t r o l s .  T h e  e x t e n s i o n  a g r e e m e n t  

a l l o w s  for the m a x i m u m  p r i c e  w h i c h  c o u l d  be obtai n e d .

D u r i n g  the n e x t  y e a r  the S t a t e  w i l l  l e arn m u c h  m o r e  a b o u t  

the fut u r e  p r i c e  or v a l u e  of C o o k  I n let c r u d e  as a r e s u l t  

of the m a r k e t i n g  of N o r t h  S l o p e  c r u d e  a n d  r e l a t e d  F e d e r a l  

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



T h e  S t a t e  s h o u l d  h a v e  this i n f o r m a t i o n  a v a i l a b l e  w h e n  n e g o t i a t­

ing a n e w  lo n g  t e r m  c o n t r a c t  to i n s u r e  t h a t  the b e s t  p r i c e

p o s s i b l e  is o b t a i n e d  and t h e  i n t e r e s t s  of t h e  S t a t e  are 

p r o t e c t e d .

T h e  S t a t e  p r e s e n t l y  r e c e i v e s  t h e  f o l l o w i n g  for its r o y a l t y  oil 

p r o d u c e d  in the C o o k  I n l e t  Basin:

B a s e  P r i c e  for 4 0 . 0 +  D e g r e e  A P I  C r u d e  

E a s t  S i d e  (Old Oil) $ 5 .26 per B a r r e l

W e s t  S i d e  (Old Oil) $ 5 , 0 3 5  per B a r r e l

A d j u s t m e n t  for e a c h  full

d e g r e e  A P I  G r a v i t y  b e l o w  40.0 - $ 0 . 0 5  p e r  B a r r e l

A d j u s t m e n t  for all oil o v e r

1 5 , 0 0 0  B P D  + $ 0 , 0 0 2  per B a r r e l

A d j u s t m e n t  of all oil

c l a s s i f i e d  as N e w  O i l  + $ 5 . 8 5  p e r  B a r r e l

A d j u s t m e n t  for t r a n s p o r t a t i o n

a l l  oil - $ 0 , 0 5 6  p e r  B a r r e l

Note: C l e a n i n g  and d e h y d r a t i o n  c h a r g e  2.5<:/Bbl 1976 
(Pa* by Tesoro) 5.85<?/Bbl 1977

T h e  F e d e r a l  p r i c e  c o n t r o l s  a l l o w  for a gravity a d j u s t m e n t  

r e d u c t i o n  of 3C per B a r r e l  for e a c h  full d e g r e e  of API g r a v i t y  

b e l o w  40.9 A P I  g ravity. How e v e r ,  the o r g i n a l  a g r e e m e n t  c a l l s 

for the 5C p e r  B a r r e l  i n d i c a t e d  a b o v e  w h i c h  is the b a s i s  for the



c u r r e n t  pa y m e n t .  T h e  S t a t e  has o b t a i n e d  g r a v i t y  a d j u s t m e n t  

as s p e c i f i e d  u n d e r  the F e d e r a l  P r i c e  c o n t r o l s  for the E x t e n s i o n  

a g r e e m e n t .

T h e  e x t e n s i o n  for o n e  (1) y e a r  g i v e s  t h e  S t a t e  n e e d e d  time to 

d e t e r m i n e  its b e s t  c o u r s e  s ince f u r t h e r  i n f o r m a t i o n  w i l l  be 

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

State, p a r t i c u l a r l y  s i n c e  t h e r e  is l i t t l e  a d v a n t a g e  to do  

o t h e r w i s e .  T h e  S t a t e  n e e d s  o n e  full y e a r  lead ti m e  to 

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

f o r m  to g i v e  6 m o n t h s  n o t i c e  to p r o d u c e r s  for the S t a t e  to 

t a k e  o i l  a n d  g a s  i n - k i n d  a n d  an a d d i t i o n a l  6 m o n t h s  

a l l o w a n c e  for R o y a l t y  B o a r d  and L e g i s l a t i v e  appro v a l .



A P P R O V A L  O F  T H E  E X T E N S I O N  O F  T H E  A G R E E M E N T  
F O R  T H E  S A L E  A N D  P U R C H A S E  O F  S T A T E  R O Y A L T Y  
O I L  B E T W E E N  T H E  S T A T E  O F  A L A S K A  A N D  T H E  

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

W H E R E A S ,  A l a s k a  S t a t u t e s  3 8 . 0 6 . 0 5 0 ( a )  a n d  3 8 . 0 5 . 1 8 3  
r e q u i r e  t h a t  t h e  A l a s k a  R o y a l t y  Oil a n d  G a s  D e v e l o p m e n t  
A d v i s o r y  B o a r d  ("Board") g r a n t  to the C o m m i s s i o n e r  of 
N a t u r a l  R e s o u r c e s  ( " C o m m i s s i o n e r " )  w r i t t e n  a p p r o v a l  f o r  the 
sale, e x c h a n g e  o r  o t h e r  d i s p o s i t i o n  o f  r o y a l t y  o i l  or gas, 
a n d

W H E R E A S ,  A l a s k a  S t a t u t e  3 8 . 0 5 . 1 8 2  r e q u i r e s  t h a t  
t h e  B o a r d  g r a n t  its c o n s e n t  to the t a k i n g  o f  r o y a l t y  o i l  or  
g a s  i n - k i n d ,  a n d

W H E R E A S ,  the B o a r d  h a s  b e e n  a d v i s e d  b y  the C o m m i s s i o n e r  
o f  t h e  p r o g r e s s  o f  n e g o t i a t i o n s  a n d  h a s  h e a r d  t e s t i m o n y ,  b o t h  
in p u b l i c  s e s s i o n s  a n d  w o r k i n g  s e s s i o n s ,  f r o m  the p u r c h a s e r ,  a n d

W H E R E A S , the C o m m i s s i o n e r  h a s  n o w  c o n c l u d e d  his  
n e g o t i a t i o n s  w i t h  the p u r c h a s e r  a n d  h a s  p r e s e n t e d  to this 
B o a r d  for its a p p r o v a l  a n  E x t e n s i o n  A g r e e m e n t  for the sale 
o f  r o y a l t y  c r u d e  o i l  f r o m  the C o o k  I n l e t  B a s i n  (which c r u d e  
o i l  is i d e n t i f i e d  m o r e  s p e c i f i c a l l y  in t h e  c o n t r a c t ) , and

W H E R E A S ,  T h i s  B o a r d  h a s  c a r e f u l l y  r e v i e w e d  the 
p r o p o s e d  e x t e n s i o n  a g r e e m e n t  a n d  h a s  r e c e i v e d  p u b l i c  c o m m e n t  
o n  the e x t e n s i o n  a g r e e m e n t ,  a n d

W H E R E A S ,  T h i s  B o a r d  f i n d s  t h a t  the t a k i n g  of 
r o y a l t y  c r u d e  o i l  i n - k i n d  to m e e t  the o b l i g a t i o n s  u n d e r  the 
a g r e e m e n t  w i l l  s e r v e  an i m p o r t a n t  p u b l i c  p u r p o s e  a n d  be 
of g e n e r a l  b e n e f i t  to the p u b l i c  i n t e r e s t ,



N O W  T H E R E F O R E ,  the A l a s k a  R o y a l t y  O i l  a n d  Cas 
D e v e l o p m e n t  A d v i s o r y  B o a r d  h e r e b y  g r a n t s  its a p p r o v a l  o! the 
E x t e n s i o n  A g r e e m e n t  b e t w e e n  t h e  S t a t e  of  A l a s k a  a n d  
T c s o r o - A l a s k a  P e t r o l e u m  C o r p o r a t i o n  a n d  f u r t h e r  a p p r o v e s  the 
t a k i n g  i n - k i n d  of  t h e  r o y a l t y  c r u d e  o i l  d e d i c a t e d  to t h i s  c o n t r a c t .

A p p r o v e

  ^

D i s a p p r o v e



A P P R O V A L  O F  R E Q U E S T  O F  C O M M I S S I O N E R  
O F  N A T U R A L  R E S O U R C E S  
T O  R E J E C T  A P P L I C A T I O N S

W H E R E A S ,  A l a s k a  S t a t u t e  3 8 . 0 6 . 0 5 0 ( b )  p r o h i b i t s  
the r e j e c t i o n  of a p p l i c a t i o n s  for the p u r c h a s e  of r o y a l t y  
o il o r  g a s  b y  t h e  C o m m i s s i o n e r  ot N a t u r a l  R e s o u r c e s  
( " C o m m i s s i o n e r " )  w i t h o u t  the a p p r o v a l  o f  the A l a s k a  R o y a l t y  
O i l  a n d  G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  ( " B o a r d " ) , a n d

W H E R E A S ,  t h e  C o m m i s s i o n e r  in c o n j u n c t i o n  w i t h  
h i s  r e q u e s t  for t h e  s a l e  o f  r o y a l t y  c r u d e  o i l  t o  T e s o r o -  
A l a s k a  P e t r o l e u m  C o r p o r a t i o n  r e q u e s t s  t h a t  he b e  a l l o w e d  to 
r e j e c t  a p p l i c a t i o n s  in c o n f l i c t  w i t h  t h e  p r o p o s e d  sale, and

W H E R E A S ,  t h i s  B o a r d  h a s  r e v i e w e d  all o t h e r  a p p l i c a t i o n s  
for t h e  p u r c h a s e  o f  r o y a l t y  c r u d e  o i l  a n d  h e a r d  p u b l i c  
c o m m e n t  t h e r e o n ,

N O W  T H E R E F O R E ,  t h i s  B o a r d  h e r e b y  g r a n t s  its 
a p p r o v a l  to r e j e c t  a p p l i c a t i o n s  to t h e  e;.„ent su c h  
a p p l i c a t i o n s  a r e  r e n d e r e d  i n f e a s i b l e  or i m p o s s i b l e  b y  
the c o n t r a c t s  for t h e  sa l e  of r o y a l t y  c r u d e  oil a p p r o v e d  
b y  t h i s  B o a r d  o n  t h i s  date.

D i s a p p r o v e

Date: /  /  /



A P P R O V A L  O F  R E Q U E S T  O F  C O M M I S S I O N E R  O F  N A T U R A L  R E S O U R C E S  
T O  W A I V E  R E Q U I R E M E N T  O F  C O M P E T I T I V E  B I D D I N G _________

W H E R E A S ,  A l a s k a  S t a t u t e s  3 8 . 0 6 . 0 5 0 ( c )  a n d  3 8 . 0 5 . 1 8 3  
(.i) a n d  (c) r e q u i r e  the A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t  
A d v i s o r y  B o a r d  ("Board") g r a n t  w r i t t e n  a p p r o v a l  to the 
C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  ( " C o m m i s s i o n e r " )  to 
w a i v e  the r e q u i r e m e n t  t h a t  r o y a l t y  o i l  o r  g a s  b e  so l d  b y  
c o m p e t i t i v e  bid, a n d

W H E R E A S ,  t h e  C o m m i s s i o n e r  has s u b m i t t e d  to this 
B o a r d  a r e q u e s t  to w a i v e  the r e q u i r e m e n t  of p u b l i c  b i d d i n g  
w i t h  r e s p e c t  to r o y a l t y  c r u d e  o i l  f r o m  c e r t a i n  le a s e s  
w h i c h  a r e  k n o w n  c o m m o n l y  a s  the C o o k  I n l e t  B a s i n  l e a s e s ,  and

W H E R E A S ,  t h i s  B o a r d  h a s  c o n s i d e r e d  the r e q u e s t  
of the C o m m i s s i o n e r  a n d  f i n d s  the C o m m i s s i o n e r ' s  r e a s o n s  
s u f f i c i e n t  to j u s t i f y  a w a i v e r  o f  t h e  r e q u i r e m e n t  for p u b l i c  
b i d d i n g  in t h e  p u b l i c  i n t e r e s t ;

N O W  T H E R E F O R E ,  t h e  A l a s k a  R o y a l t y  O i l  a n d  G a s  
D e v e l o p m e n t  A d v i s o r y  B o a r d  h e r e b y  g r a n t s  to t h e  C o m m i s s i o n e r  
of  N a t u r a l  R e s o u r c e s  its a p p r o v a l  of h i s  r e q u e s t  to w a i v e  
p u b l i c  b i d d i n g .

A p p r o v e  D i s a p p r o v e

A

i Q ' r r L l L ^  f /



E X T E N S I O N  O F  

A G R E E M E N T  F O R  T H E  S A L E  

A N D  P U R C H A S E  O F  S T A T E  R O Y A L T Y  O I L

T H I S  E X T E N S I O N ,  entered into by and  between the S T A T E  O F  

A L A S K A  ( " S T A T E " ) ,  act ing  by and through  its C o m r r L o s io n e r  of  N a tu r a l  

R e s o u r c e s  with the consent  of the A la s k a  R o y a lt y  O i l  and G a s  D e v e lo p m e n t  

A d v i s o r y  B o a r d  pursuant  to A S  38,  05.  18 2 ,  A S  38.  05.  183 and  A S  38. 06 

and T E S O R O - A L A S K A N  P E T R O L E U M  C O M P A N Y  ( " T E S O R O - A L A S K A N " ) .

W I T N E S S E 1 H ;

W H E R E A S ,  the S T A T E  entered into  that certa in  a g r e e m e n t  e n ­

tit led " A G R E E M E N T  F O R  T H E  S A L E  A N D  P U R C H A S E  O F  S T A T E  O F  

A L A S K A  R O Y A L T Y  O I L "  ("A g r e e m e n t")  with A la s k a n  O i l  a n d  R e f in in g  

C o m p a n y  as of J a n u ar y  3 1 ,  1969 ;  and

W H E R E A S ,  T E S O R O - A L A S K A N  is the l e g a l  su c c e s s o r  i n d u e  

c ou r s e  to A la s k a n  O i l  and R e f i n i n g  C o m p a n y  and the A la s k a n  O i l  and R e ­

f in in g  C o m p a n y ' s  r ights ,  dut ies  and o b l ig a t io n s  u n d e r  the A g r e e m e n t ;  

and

W H E R E A S ,  the p a r a g r a p h  n u m b e r e d  " 1 "  of  A r t i c le  X I I  of the 

A g r e e m e n t  p r ov ide s  i n  pert inent  part that the A g r e e m e n t  " s h a l l  cont inue  

and r e m a i n  in  fu l l  force and effect for a term b e g i n n i n g  the date hereof  

and e n d in g  e ight  (8) years from  the D a t e  of F i r s t  D e l i v e r y : "  and

W H E R E A S ,  the "Date  of F i r s t  D e l i v e r y "  referred to in  the 

a foresa id  p ar ag r a p h  of  the A g r e e m e n t  was January 1 ,  1970;  and



W H E R E A S ,  b e g in n in g  o n  nnd s in c e  that date the S T A T E  has 
s o ld  royalty o i i  to T E S O R O - A L A S K A N  p u r s u a n t  to the A g r e e m e n t ;  and

W H E R E A S ,  the S T A T E  b e l i e v e s  a one  year  extens ion  of the 

s a le  of roya lty o i l  to T E S O R O - A L A S K A N  for u s e  i n  T E S O K O - A L A S K A N ’S 

K e n a i  R e f in e r y  is i n  the best interest  of the S T A T E ;

N O W  T H E R E F O R E ,  i n  c o n s id e r a t io n  of the fo r e g o in g  and i n  

c o n s id e r a t io n  of the m u t u a l  covenants and  a g r e e m e n ts  h e r e in  conta ined ,  

the S T A T E  and  T E S O R O - A L A S K A N  covenant  and  a g r e e  as fo l lows:

A R T I C L E  I .  E X T E N S I O N

A r t i c le  X I I ,  P a r a g r a p h  1 of the A g r e e m e n t  s h a l l  be  am e n d e d  

by the d e le t i o n  thereof i n  its entirety and the subst itut ion  of the fo l low ing :

1 .  T h e  p r im a r y  term of this contract s h a l l  extend 
to and i n c lu d e  D e c e m b e r  3 1 ,  1978 ,  and s h a l l  be 
u p o n  the s a m e  terms and cond it io n s  as p r o v id e d  
h e r e i n ,  except ,  how ever ,  that the p r ic e  to be 
p a id  by T E S O R O - A L A S K A N  to the S T A T E  for 
royalty o i l  s h a l l  be  in a c c o r d a n c e  with the 
p r o v is io n s  of A r t ic le  I I  of this e x te n s ion ,

A R T I C L E  I I .  P R I C E

C o m m e n c i n g  Jan u ar y  1 ,  1978 ,  T E S O R O - A L A S K A N  w i l l  pay to 

the S T A T E  for royalty o i l  so ld  and d e l iv e r e d  to it the H ighest  pr ice  a l low ed  

u n d e r  fe d e r a l  p r ic e  contro ls  for crude  o i l  of l ik e  q u a l i t y  and gravity p r o ­

duced  f r o m  f ie lds  i n  the C o o k  In let  A r e a .  It is  u n de r sto od  and agreed 

that the h ig h e o t  p r ic e  a l low ed  u n d e r  federa l  p r ic e  o n t r o ls ,  as referred 

«o a b o v e ,  i n c lu d e s  a p r e m i u m  of two cents (Zff) per  b a r r e l  for u p  to 

5000 b a r r e ls  put u . i /  ;r.ben (p ursuant  to P a r a g r a p h  2 of A r t i c le  II of 

the A g r e e m e n t )  in  a d d i t io n  to the Contract  Q u ant ity  of 1 5 , 0 0 0  b a rre ls  

per  day .

<Z)



In  H ie  event  the p r ic e  of crude o i l  sub ject  to th is  contract shou ld  

cease to be regulated by the federa l  g ov ernm e nt  d u r in g  the p e r io d  of t im e  

covered  by this e xtens ion  then and  in  that event T E S O R O - A L A S K A N  w i l l  

pay to the S T A T E  for the C o ntr ac t  Qu an t ity  of 1 5 ,0 0 0  b a r r e ls  p e r  day of 

royalty o i l  d e l iv e r e d  to it i n  accordance  with A r t ic le  V  of the A g r e e m e n t .  

T E S O R O - A L A S K A N  s h a l l  pay  to the S T A T E  the p r ic e  d e te r m in e d  as i m ­

m e d ia t e ly  set forth ,  a b o v e ,  p lu s  a p r e m i u m  of two cents (2£) per  b a r r e l  

for a l l  royalty o i l  d e l iv e r e d  to it i n  excess of 1 5 , 0 0 0  b a r r e ls  per  day,

A R T I C L E  I I I .  I N - S T A T E  U S E  

T E S O R O - A L A S K A N  agrees  that a l l  o i l  p u r c h a s e d  under  the terms 

of  this e x te n s ion  s h a l l  (a) b e  refined  o n ly  i n  T E S O R O - A L A S K A N ' S  K e n a i  

R e f in e r y  or (b) s h a l l  be traded for an e q u a l  quantity  of A la s k a n  crude 

o i l  w h ich  s h a l l  be refined i n  T E S O R O - A L A S K A N ' S  K e n a i  R e f in e r y .

A R T I C L E  I V .  R A T I F I C A T I O N  

E x c e p t  as h e r e in a b o v e  e xp r e s s ly  m o d i f i e d ,  the A g r e e m e n t  (and 

a l i  of its terms to the extent heretofore m o d i f i e d )  s h a l l  r e m a i n  in  fu l l  

force and effect.

A R T I C L E  V .  A P P R O V A L  O F  A L A S K A  

S T A T E  L E G I S L A T U R E  R E Q U I R E D  

I I ,  o n  or before  M ay  1 5, 1977,  the A la s k a  State L e g i s l a t u r e  s h a l l  

not have ap p r o v e d  this E x t e n s io n  of the A g r e e m e n t  lay a concurrent  

r e s o lu t io n  c o n c u r re d  in  by a m a jo r i t y  of the m e m b e r s  of each  H o u s e ,  

and  this E x t e n s i o n  of the A g r e e m e n t  sh a l l  not have b e e n  executed by the 

State* o f  A la s k a  and  in lor c e  and effect, as of such date ,  then this d oc u m e n t

(3)



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

n e v e r  h e e n  m a d e .

I N  W I T N E S S  W H E R E O F ,  the S T A T E  has caused  this E x t e n s io n  

to be executed by  its C o m m i s s i o n e r  of N a t u r a l  R e s o u r c e s  with the 

consent of the A la s k a  R o y a lty  O i l  and G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  

(a copy of the r e s o lu t io n  of the sa id  B o a r d  consent ing  to this E x t e n s io n  

is  attached hereto  as E x h i b i t  A) an d  T E S O R O - A L A S K A N  has caused  this 

E x t e n s i o n  to be executed by its du ly  authox ized  off icer ,  a l l  i n  dup l icate  

o r i g i n a l s  as of t h i s  d ay  o f  / ^ /  , 1977.

T H E  S T A T E  O F  A L A S K A  T E S O R O - A L A S K A N  P E T R O L E U M
C O M P A N Y

 v~

91 1C,  -M fi+ tifi \Jt/M l2cp&fhcn D e n n is  F .  J u r e n ,  P r e s i d e n t  
AtrtNl- C o m m i s s i o n e r  of N a tu r a l  

R e s o u r c e s

(4)
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A G R E E M E N T  F O R  Ti l t .  S A L E  

A M D  P U R C H A S E  O F  S T A T E  R O Y  A R T Y  O I L .

7
T H I S  A G R E E M E N T  e n t e r e d  i n t o  ; . s  o f  t h o  Q  /  ~  d a y

- J  < U , / 1  U .  &  < - * ✓  , 1 9 0 ' J  b y  a n d  b e t w e e n  T H E  S T A T E  O F

i f f -
A L A S K A ,  h e r e i n a f t e r  c o l l e d  t h e  " S t a t o " ,  a c t i n g  b y  a n d  t h r o u g h  

i t s  C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  a n d  

i t s  C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ,  a n d  

A L A S K A N  O I L  A N D  R E F I N I N G  C O M P A N Y ,  a  T e x a s  c o r p o r a t i o n ,  h e r e i n  

a f t e r  c a l l e d  t h e  " p u r c h a s e r " ;

W I T N E S S E T H  

W H E R E A S ,  t h e  S t a t e ,  a s  l e s s o r ,  i s  e n t i t l e d  t o  

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

c e r t a i n  S t a t e  o i l  a n d  g a s  i n  t h e  C t  .<k I n l e t  b a s i n  a s  s a i d  

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

W H E R E A S ,  A l a s k a n  O i l  a n d  R e f i n i n g  C o m p a n y  i s  c o n ­

s t r u c t i n g  a  r e f i n e r y  o n  *.h • K e n a i  P e n i n s u l a  o f  A l a s k a  

( h e r e i n a f t e r  s o m e t i m e s  r e f e r r e d  t o  a n  t h e  " R e f i n e r y " )  a n d  

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

o i l  f o r  t h o  s a i d  R e f i n e r y ;  n n d

W H E R E A S ,  t h e  b o p a  r t m e n  t. i  n a u t h o r i r e d  t o  c a t e r  i n t o  

t h i s  c o n t r a c t  h y  A J  4 - 5 . . ) 7 .  i ? i  ; . I ,

W H E R E A S ,  i t  i : i  i n  t h e  b e s t  i n t e r e s t  o :  t h o  S t a t e  

o f  A l a s k a  t o  e n c o u r a g e  s u c h  d e v .  l o p r v - g i t  r n  m a n u f a c t u r i n g  

f a c i l i t i e s  w i  t i t  i n  t l i e  M a t e  ml  :  l a - . ; ,  a ;

N O W , T H E l . L F  " K ,  t o  c o n s i d r t  i !  < {  t h i  f o r e g o i n g ,

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

t l i n  S t a t o  o f  A l a s k a  n n d  A i . n e k . t n  < <1 a n t  R e f i n i n g  t ' o i v i . t i l y  

i i c i i ' l t y  c o v e n a n t  a n d  a g r e e  at,  f o i  .

/. . tcy j.

t.'e r  t u i  n I n t i m j > i  mi r .  :

1 .  A s  u s e d  l »r i ' i n ,  t .  i u l l b w t r g  • s t 1. s h a l l  h a v e  

t h e  f o l l o w i n g  m e a n i n g s :

( a )  " O i l "  n  > i n ' ,  c r i d o  p e t ;  l e u n  u i  1 a n d  o t l i e r  

l i y  d r o c  j  r L o r .  i , r u g a r d i o n t .  o f  g r a v i t y ,  u t  r  i a . < t  p r o d u c o d  a n d



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

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

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

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

( b )  " D a t e  o f  F i r s t  D e l i v e r y "  m e a n s  t h e  f i r 3 t  t o  

o c c u r  o f :  ( i )  t h e  d a t e  t h e  f i r s t  o i l  i s  r u n  t h r o u g h  P u r c h a s e r '  

H e f i n e r y  o r  ( i i )  F e b r u a r y  1 ,  1 9 7 1 .

( c )  " S p o t  s a l e s "  m o a n s  t h e  t o t a l  s a l e s  w i t h i n  

t h o  C o o k  I n l e t  B a s i n  m a d e  b y  t h e  S t a t e  d u r i n g  a n y  m o n t h  t o  

T h i r d  P a r t y  P u r c h a s e r s  ( a s  d e f i n e d  i n  A r t i c l e  V .  h e r e o f )  o f  

o i l  t a k e n  i n  k i n d  b y  t h o  S t a t e  w h e n  t h e  c u m u l a t i v e  t o t a l  o f  

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

e l e v e n  ( 1 1 ) c a l e n d a r  m o n t h s  d o  n o t  e x c e e d  t e n  p e r  c e n t  ( 1 0 %)

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

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

p a i d  i n  v a l u e ,  d u r i n g  t h e  s a n e  t w e l v e  ( 1 2 : m o n t h s  p e r i o d .

( d )  " S p o t  p u r c h a s e s "  m e n  i s  t h e  t o t a l  p u r c h a s e s  

w i t h i n  t h e  C o o k  I n l e t  B a s i n  o f  o i l  ma e . e  u y  P u r c h a s e r  d u r i n g  

a n y  m o n t h  f r o m  T h i r d  P a r t y  S e l l e r s  ( a s  d e f i n e d  i n  A r t i c l e  V .  

h e r o o f )  f o r  t h e  R e f i n e r y  w h e n  t h e  c u n u l a t . v c  t o t a l  o f  a l l  

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

e l e v e n  ( 1 1 ) c a l e n d a r  n o n t l n .  d o  n o t  e x - . o u J  t e n  p e c  c e n t  ( 1 0 %)

o f  t t i o  t o t a l  o i l  r u n  t h r o u g h  I* u r c h  i s * . i t !  R e f i m - t y  f u r

t h o  s a m e  t w e l v e  ( 1 2 ) m o n t h s  p e r i o d .

( e )  T h o  " C ' o o k  I n l e t  l i a s  i "  n e . « n i »  t h a t  g e o ­

g r a p h i c a l  l o c a l i t y  r e c o g n i s e ;  . . .  .i t .i . i i . i r . l n , '  . m l  s t r u c t u r a l  

e l o m o P v  o u n d c d  r.y t h e  f e n u l  a n d  C h u g  : n  M o u n t a i n s  r n  t h e  

e a s t ,  t h e  T a l k e r t n . i  , ' t o u u 1 . i  r. . C o  I n  ‘ . u n t a l m  l a u l t

. ' . o n e  o n  t h e  n o r t h ,  t ) i »  n l . i s t . '  i n g e  i t ,>i v . i  , m . )  S h i d l l o !
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u a  n 11  » y  :

1 . B n g l  n t i l n  ) e  fi ’ . • u. i  t  e  o  I I’ i r . i t  I '» I i  v •• 1 7 ,i n*l 

o i n t l n u l n g  d u r m ,  t l e i  a / . d  u p o n  n* t ni l ,  I c t  t n  t h e  t '  i -



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

t o  t h e  P u r c h a s e r ,  a n d  P u r c h a s e r  a g r e e s  t o  b u y  f r o m  t h e  S t a t e ,  

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

h e r o i n  p r o v i d e d  a n d  n o t  t a k e n  b y  P u r c h a s e r ,  P u r c h a s e r  n e v e r ­

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

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

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

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

t h o  c a s t  s i d e  o f  t h e  C o o k  I n l e t  P a a i n  u p  t o  b u t  n o t  e x c e e d ­

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

1 5 . 0 0 0  b a r r e l s  p e r  d a y  ( t h e  t o t a l  q u a n t i t y  b o  a v a i l a b l e  t o

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

i n g  a n  a v e r a g e  d a i l y  q u a n t i t y  o f  1 5 , 0 0 0  b a r r e l s  p e r  d a y ,  b e i n g

h e r e i n a f t e r  s o n c t i n e r ,  r e f e r r e d  t o  a s  t h e  " C o n t r a c t  Q u a n t i t y " ) ,  

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

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

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

1 5 . 0 0 0  b a r r e l s  p e r  d a y ,  a n  a v e r a g e  d a i l y  q u a n t i t y  o f  o i l  

e q u a l  t o  t h e  d e f i c i e n c y  b e l o w  1 5 , 0 0 0  b a r r e l s  p e r  d a y  s h a l l  b o  

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

t a k i n g  i n  k i n d  u n d e r  t h o  o i l  a n d  g a s  l e a s e ; :  | r e d u c i n g  I n t o  

s t o r a g e  l o c a t e d  o n  t i n -  w e s t  s i d e  a l  t h -  C o o k  I n l e t  b a s i n ,  o o  

t h a t ,  t o  t h e  e x t e n t  a v a i l  it 1 ■ t o  t h e  ’ . n  f t a k i n g  i t .  k i n d ,

f l r u t  o a t  o f  t h e  o i l  p r o d u c e d  1 r u n  t i c  m l  a n d  g a o  l u a r . o s

p r o d u c i n g  i n t o  s t o r a g e  J u r a t ;  m- »  o t  t i c  i . i d o  n f  t h e  C o i k  

I n l e t  l i a s  i n  o n !  n r * ;  i»i g |  t  p n . d . u  ■ I f  r 1 n e  o i l  a n d

g a s  l e a n o t i  p r o d u c t * .  t i t .  ~ . t e  •. I n  .p . i m  . . n  t h e  w e n t ,  s i d i

o f  t h o  I n l e t  i i d< n .  ;  t  «*. r  n i . a i i  i i . .  b i ; r : l i t i > .

a n d  P u r c h a s e r  . . h a l l  p u t  a i n r .  . .■ t i  • i. i . t n t e .  . l u i k t . i

i, t i c h  n o n  t i . ,  a l )  i*| 1 1, • 11 . i . a i 4 <  . • i ‘ l i t *  i . , l  i i .

. 1 1 d  n o n  i l l  u, i  t o  L n *  . i t  "  u  I n  i . . n «i > «.< ■;< 1 i 1 y  |ua r , *  i i ,■ 

d u r i n g  a n y  n n n t i .  >1 c a  r n ' t ,  j a r  l i . .

. n y  ' l l i n  J t t c  «t  «t n o t  I - e  i n  k r i t : i s  p r  • • .  . .
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i n  A r t i c l e  I X .  h e r e o f ,  w h i c h  n o t i c e  m a y  b e  g i v e n  a t  a n y  t i n e  

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

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

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

P u r c h a s e r ,  a s  a n d  w h e n  a v a i l a b l e  t o  t h e  S t a t e  f o r  t a k i n g  i n  

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

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

b o  s p e c i f i e d  i n  t h e  P u r c h a s e r ' s  s a i d  n o t i c e  t o  t h e  S t a t e ,  u p  

t o  b u t  n o t  t o  e x c e e d  a n  a g g r e g a t e  o f  a n  a d d i t i o n a l  5 , 0 0 0  

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

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

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

t h o  S t a t e  o f  t h e  P u r c h a s e r ' s  d e s i r e  t o  i n c r e a s e  t h e  C o n t r a c t  

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

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

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

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

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

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

3 .  However ,  i n  c o n n c c t io . i  w i t h  the f o r e g o i n g  p a r a ­

graphs  1. ami 2.  of t h i s  A r t i c l e  11,  it: i s  r e c o g n i z e d  tha t  

the S t a t e  nay be n g u l r e d  to taka  a l l  >f i f ,  r o y a l t y  o i l  under  

any p a r t i c u l a r  o i l  and gas  l e a s e  in  H ind ,  Sf i t  e l e c t s  to 

t ake  any in  k i n d ,  and nay not. have t i e  r i g h t  to t a k e  o n l y  tl io 

C o n t r a c t  Q u a n t i t y  of i t s  r o y a l t y  m  in k in d  w i t h  payment f o r  

t.lia v a l u e  ot the  r e m a in d e r .  l i  uin.n e v e n t ,  the 3 * a i o  a n .i l  I

• n d c a v o r  ( b u t  t, I , a 1 I hr>t  I 1 < >I, 1 t t a  t e  J 1 t • r e a d *  a n  a  || l e r  , , »

w i t h  tho o w n e r s  o i  ' . i n-  . ■ a m i  ra- .  l e a . e i  : . u h j < !  t h c i e t o

Imre t M * '■ 11* t i per, i l l  . '; « Warn; I  < 1 | I T '  I I  t  1 ri'[ i. 11 ;i r a 11*

to tak e  u , . l y  tha C o i i t i m  l  Quant t y  l i t .  r o y a l t y  o i l  in 

k in d  w i t h  payment tOt f - '  v a lu e  ot tho rumaind f .  nnd In  thn

• vent t ie . . L a t a  i s  unal, ti r e i c h  a in n i l  •< r .ent w i t h  

i t s  I.earn owners p j i . - i  tr,  a i g i i i  |H|  n in th s  b e f u r e  the  I M f  

e l  I ' l l  t e u l i v a r y  be »:u. i .  • a t . i u | t  u t i e . l i n u  the i u i . v i  

I* 1 miu of  the  p re c e d i n g  . n . i g r a j . l  . ! .  and . ol  t i l  - B A r t i c l e

- •» -



I I . ,  t h e  C o n t r a c t  Q u a n t i t y  s h a l l  b e  i n c r e a s e d  t o  a c c o m mo d a t e  
t i l e  a d d i t i o n a l  r o y a l l y  o i l  w h i c h  m u s t  b o  t a k e n  b y  t h e  S t a t o  
u n d e r  s u c h  o i l  a n d  g a s  l e a s e s .

4 .  n o t h i n  3 h e r e i n  c o n t a i n e d  s h a l l  p r e c l u d e  P u r c h a s e r  
f r om  t r a d i n g  o r  e x c h a n g i n g  a n y  o r  a l l  o f  t h e  r o y a l t y  o i l  t o
bo  p u r c h a s e d  b y  i t  f r c m  t h o  S t a t e  f o r  o t h e r  A l a s k a n  c r u d e  
o i l ,  p r o v i d e d  t h a t  s u c h  t r a d e  o r  e x c h a n g e  s h a l l  n o t  r e d u c e  
t n e  p r i c e  p r o v i d e d  f o r  i r .  A r t i c l e  V .  h e r e o f ,  a n d  s h a l l  b e  a t  
no c o s t  o r  e x p e n s e  t o  t h e  s t a t e ,  e x c e p t  t h a t  w i t h  r e s p e c t  t o  
t n e  d e f i c i e n c y ,  i f  a n y ,  r e f e r r e d  t o  i n  p a r a g r a p h  1 o f  t h i s  
A r t i c l e  I I .  i t  i s  a g r e e d  a s  f o l l o w s :  ( a )  t h e  p a r t i e s  s h a l l
a t t e m p t  t o  e l i m i n a t e  c r  r e d u c e  t h e  c h a r g e s  u o i n g  ma d e  b y  Cook 
I n l e t  P i p e  L i n e  Comp a r y  f o r  t h e  t r a n s p o r t a t i o n  o f  o i l  t o  t h e  
b r i f t  K i v o r  T e r n i n j l ,  o; :  t o  o t h e r w i s e  a v o i d  s a m e ,  a n d  (b)  
l o  t h e  e x t e n t  t h o  p a r t i e s  a r c  u n a b l e  t o  e l i m i n a t e  o r  a v o i d  
s u c h  c h a r g e s ,  t h o  p r : . c e n  p r o v i d e d  f o r  i n  t h i s  A r t i c l e  I I .  
s l a l l  b e  r e d u c e d  b y  t h o  m o u n t  o f  o u c h  c h a r g e s .

5 .  W i t h o . i 1 i n  a n y  m a n n e r  r e l i e v i n g  P u r c h a s e r  o f
l , s  o b l i g a t i o n s  a t  i l l  t  Lmcs t o  t a k e  a n d  r e c e i v e  t h o  C o n t r a c t  
Q u a n t i t y  o f  o i l  h e r e u n d e r  a s  a n d  when  p r o d u c e d  a n d  a v a i l a b l e  
l o r  t a k i n g  i n  k i n d  , y  t in;  S t a t e  a nd  t.o p a y  s h e  S t a t e  t h o r e -  
l n r  w h e t h e r  o r  n o t  t a k e n  b y  P u r c h a s e r ,  i t  i .  a g r e e d  t h a t  i f  
P u r c h a s e r  ••.hal l  f o i  a n y  r . o i s o n  t ' t i l  I n  i k e  a n d  r e c c i / i i  t h a  
C o n t r a c t  Q u a n t i t y  oI  y ;  I h e r e u n d e r  a s  a n d  when  p r o d u c e d  a n d  
i i i . de  a v a i l a b l e  t o  t h e  P u r c h a s e r ,  t h e n  n x g e p l  a s  h e r e i n a f t e r  
p i i v i d o d ,  t h e  h t u t i  r a y ,  a t  i t s  n l d l i  . .  ( m d  w i t h o u t  l i n i n g  
ot  l i g a t e d  s o  t o  d e  o t  • v i n g  a n '  n t h e i  r a n d y  o f  t h e  S t a l e  
“ i l l -  r e s p e c t  t o  t i - i eh t i i i u t e l  mo 1 o t  n t l l r r u i o n  d l n n o s o  o t  
t in* o i l  l i n t  s o  t a l . e n  i i I i i c h . i s e t  on s . t l i  t e i n t .  a n d  c o i n l  1 t i . m l  
i s  t h o  Mt . l t n  nn y  dot  3 .n i t s  s o i l  w i l l  l u  l i e f o r  t h o  L e s t  
I n t e r n e t s  o f  t h e  . t .  t • ml  w t . t  I ■ p.  t I n  a n y  o : l  m.  s o l d
• • V' t h e  s t a l e ,  p o r c h '  h i l l  to oti  11 in t o i l  t g p a y  t ha  s  t  i • < ,

i f - u r  r e c e i p t  hy  l ’ ui  ■ . .■> r e»» t i n  ;. i , .. i . • • i . j i g n g  t i n  •■for .
I he ilwl Unilty (11 ’r,*’ u ( t i,i nit j -1 ■ i n • ■ l% L ri'tc l ved n v
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t h e  S t a t e  f r o m  s u c h  s a l e s  b e l o w  t h o  . .moun t  p a y a b l e  h e r e u n d e r  
f o r  t h e  s ame  q u a n t i t i e s  o f  o i l ,  p l u s  s u c h  a d d i t i o n a l  e x p e n s e s  
a s  may  b e  i n c u r r e d  b y  t h e  S t a t e  I n  m a k i n g  s u c h  s a l e s :  p r o v i d e d ,  
h o w e v e r ,  t h a t  i f  P u r c h a s e r ' s  f a i l u r e  t o  t a k e  s u c h  o i l  i s  
e x c u s e d  b y  t h e  p r o v i s i o n s  o f  A r t i c l e  X.  h e r e o f ,  t h e  S t a t e  
s h a l l  d i s p o s e  o f  s u c h  o i l  f o r  P u r c h a s e r ' s  a c c o u n t  a s  P u r c h a s e r  
may d i r e c t ,  a n d  P u r c h a s e r ' s  l i a b i l i t y  t o  t h o  S t a t e  h e r e u n d e r  
s h a l l  t h e n  b e  l i m i t e d  t o  t h e  d e f i c i e n c y  i n  a n y  o f  ( i )  t h e  
a m o u n t  r e c e i v e d  b y  t h e  S t a t e  f r om  o u c h  s a l e  b e l o w  ( i i )  t h e  
a m o u n t  w h i c h  t h e  S t a t e  w o u l d  h a v e  r e c e i v e d  a s  r o y a l t i e s  f o r

r r  ’ 1 f r o m  i t s  L e a s e  Own e r s  p r o d u c i n g  t h e  s a m e  
i f  t h e  S t a t e  h a .  a .  c t L  e d  t o  t a k e  s u c h  o i l  i n  k i n d ,  e x c e p t  
t h a t  i n  t h o  e v e n t  t h a t  P u . c n a s o r ' s  f a i l u r e  t o  t a k e  s u c h  o i l  
i s  t h e  r e s u l t  o f  a  s t r i k e ,  l a b o r  d i s p u t e  o r  m i n o r  . . r o a k d o w n  
o f  m a c h i n e r y  a n d  e q u i p m e n t ,  P u r c h a s e r ' s  l i a b i l i t y  t o  t h e  S t a t e  
h e r e u n d e r  s h a l l  t h e n  b e  l i m i t e d  t o  t h e  d e f i c i e n c y  i n  a n y  o f
( i )  t h e  a mo u n t  r e c e i v e d  b y  t h e  S t a t e  f r om  s u c h  s a l e  b e l o w
( i i )  t h e  a mo u n t  w h i c h  t h e  S t a t e  w o u l d  h a v e  r e c e i v e d  »s t h e
p r i c e  f o r  s u c h  o i l  s o l d  i n  a c c o r d a n c e  w i t ) :  A r t i c l e  V.

A l l  s a l e s  b y  t h e  S t a t e  t o  o t h r r s  p u r s u a n t  h e r e t o
s h a l l  b e  d e e m e d  t h e  s ame  a s  s p o t  s a l e 3  f o r  t h e  p u r p o s e  o£
p a r a g r a p h  3 .  o f  A r t i c l e  V.

ART ICLE 11 I .
Qu a l i t y  :

P u r c h n o e r  a c k n o w l e d g e s  a n d  a g r e e s  t h a t  i t  i s  f , m i ­
l i a r  w i l d :  t h e  k i n d  nnd q u a l i t y  o l  o i l  w h i c h  i ■; h r  l  ng  p r o d u c e d  
f r om  t h o  o i l  a n d  g a s  l e a s e s  n u b i e c t  I m r e  t o  a n d  t h a t ,  s u c h  o i l  
In a n d  s h a l l  bn a :  i c p t u b  I o nti t o  1.1 no  an q u a l  t y  l o r  
P u r c h a s e r ' ' ;  K v t i n e r y .

ARTICLE I V .
P o i n t s  o f  I J e l J  Ve ty  ■

b e  i i  v e r y  a n d  r e c e i p t  o f  a )  1 r o y a l t y  m i  j , a r c h i l  a r i l  
l i e r o u n d e r  h a l l  b o  a t  t h o  p o i n t  o r  p r i n t s  w h o r e  t u c . i  o i l  i 
d e l i v e r e d  t o  t h e  S t a t e  b y  i t s  L e a s e  mne x  ; ,  nul i | t r c ? t  t o  a l l



r i g h t s  ant i  o b l i g a t i o n s  t h e  S t a t e  may h a v e  u n d e r  a n y  o i l  a n d  
g a s  l e a s e  s u b j e c t  h e r e t o  o r  o t h e r  a g r e e m e n t  h e r e a f t e r  made  
b e t w e e n  t h e  S t a t u  a nd  i t s  L e a s e  O w n e r s ;  p r o v i d e d ,  h o w e v e r ,  
n o t h i n g  i n  t h i s  A r t i c l e  I V .  s h a l l  a u t h o r i z e  a n y  r e d u c t i o n  
i n  t h e  p r i c e  t o  b e  p a i d  b y  P u r c h a s e r  p u r s u a n t  t o  A r t i c l e  V.  
h e r e o f ,  a n d  no  s u c h  o t h e r  a g r e e m e n t  h e r e a f t e r  made  b y  t h e  
S t a t e  a n d  i t s  L e a s e  Own e r s  s h a l l  d i m i n i s h  P u r c h a s e r ' s  r i g h t s  
h e r e u n d e r .  Upon P u r c h a s e r ' s  r e q u e s t ,  S t a t e  a g r e e s  t o  e x e r ­
c i s e  a l l  r i g h t s  i t  may  h a v e  t o  r e q u i r e  i t s  L e a s e  Own e r s  t o  
f u r n i s h  s t o r a g e  f o r  r o y a l t y  o i l  f r e e  o f  c h a r g e  t o  t h e  e x t e n t  
p r o v i d e d  i n  t h e  o i l  a n d  g a s  l e a s e s .

AKTICLK V.
P r i c e :

I .  S u b j e c t  t o  t h e  o t h e r  t e r mu  a n d  p r o v i s i o n s  h e r e o f ,  
P u r c h a s e r  a g r e e s  t o  p a y  t h e  S t a t e  a  p r i c e  o f  $ 3 . 0 6  p e r  b a c r e l  
f o r  r o y a l t y  o i l  c f  4 0 ° - 1 0 . 9 *  g r a v i t y ,  l e s s  5C p » r  b a r r e l  f o r  
a a c h  f u l l  d e g r e e  o f  g r a v i t y  u n d e r  4 0 . 9 *  d e l i v e r e d  a t  t h e  p o i n t  
o r  p o i n t s  o f  d o l l v o r y  s p e c i f i e d  i n  A r t i c l e  I V .  h e r e o f ;  p r o ­
v i d e d ,  h o w e v e r ,  i t  I s  f u r t h e r  a g r e e d  a s  f o l l o w s :

A .  I n  t h o  e v e n t  t i e  a r i t h m e t i c a l  i v e r a g e  o f  t h e  
( a )  S i g n a l  K i l l ,  C a l i f o r n i a ,  ( b)  O k l a h om a  a n d  r i n a a s  ( s w e e t ) ,
( c )  Wont  T e x a s  ( t w e e t ) ,  a n d  ( d)  T e x a s  l e f u g i o  ( l i g h t )  p r i c e s  
f o . .  a n y  g r a v i t y  o f  r o y a l t y  o i l  I e i n g  b t u q h t :  a n d  s o  I d  p u r s u a n t  
t o  t h i s  a g r e e m e n t  s h a l l ,  i n  a n y  " c r u d o - o i l  p r i c e s ,  g r a v i t y  
s c h e d u l e ” p r e s e n t l y  p u b l i s h e d  i t  t h e  O i ) a nd  Gan J o u r n a l  a n d  
a p p e a r i n g  i n  a n y  i s s u e  o f  t h o  O i l  ani l  ( . an J u u r m l  s u b s e q u e n t  
t o  t h e  O c t o b e r  2 “ , 1 90 t l  i s s u e  t )  e r e  o f  s u c h  O c t r b c r  2 d ,  I jOU 
J e h e d u l c  b e i n g  a t t a c h e d  h e r e t o  n  K x n i l  i t  " A ” a i d  ma d e  r. i . a r t  
i c r o n f ) ,  i n c r o a u i  o r  d e c r e a s e  b'. o n e  e t  nr  ( I C ) » r  b a r r e l  o r  
u o r a  f r om  t h a t  n e t  f o r t h  i n  bxh  ' i t  'A , t h e n  e f f e c t i v e  t n e  
r j r s t  d a y  o f  t h e  n o n t h  f o l l o w i n '  l h e  d.  t p  n( wu :li nut  •> i i e n t  
i s s u e ,  t h a  p r i c e  h e r e i n  i  f i  • J  s h a l  i n c i u a r i  o r  t l e c r e  t*.e
.>•/ t h e  i i i r u i  amo u n t  r o u n d e d  > f f  t o  t h e  .* m e  c » n (  ( I  )
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p e r  b a r r e l .  I n  t h o  e v e n t  no p r i c e  i s  s p e c i f i e d  i n  a n y  o u c h  
s c h u i l u l Q  f o r  o i l  o f  a p a r t i c u l a r  g r a v i t y  ( a s ,  f o r  e x a m p l e ,  i n  
E x h i b i t  "A"  f o r  S i g n a l  H i l l ,  C a l i f o r n i a  c r u d e  o i l  a b o v e  a 
g r a v i t y  o f  3 7 . 9 ° )  t h e n  f o r  t h e  p u r p o s e  h e r e o f  s u c h  p r i c e  s h a l l  
b e  d e e m e d  t o  b e  t h e  n ame  a s  t h e  p r i c e  s o t  o u t  i n  s u c h  s c h e d u l e  
f o r  t h o  v e r y  n e x t  l o w e r  o r  h i g h e r  g r a v i t y  a t  w h i c h  a  p r i c e  i s  
l i s t e d .  I n  t h e  e v e n t  s u c h  p r i c e s  s h o u l d  f o r  a n y  r e a s o n  n o t  
bo p u b l i s h e d  i n  t h e  O i l  a n d  Ga s  J o u r n a l  o r  i t s  s u c c e s s o r ,  Chen 
s u c h  a r i t h m e t i c a l  a v e r a g e  s h a l l  b e  d e t e r m i n e d  b y  t h e  p o s t e d  
p r i c e s  o f  t h e  t h r e e  l a r g e s t  p u r c h a s e r s  i n  e a c h  o f  t h e  a r e a s  

a b o v e  d e s c r i b e d .
2 .  I f  d u r i n g  a n y  c a l e n d a r  mon t h  P u r c h a s e r  p u r c h a s e s  

a n y  o i l  f o r  i t s  n o f i n e r y  f r om  s ome  o t h e r  s e l ’ e r  o r  s e l l e r s  
( h e r e i n  s o m e t i m e s  r e f e r r e d  t o  a s  a  " T h i r d  P a r t y  S e l l e r " )  a t  
a w e i g h t e d  a v e r a g e  p r i c e  a n d  g r a v i t y ,  d e t e r m i n e d  o s  h e r e i n ­
a f t e r  p r o v i d e d  ( a n d  h e r e i n  s o m e t i m e s  r e f e r r e d  t o  a s  " T h i r d  
P a r t y  P r i c e " ) ,  c i t h e r  d e l i v e r e d  ( a )  a t  i t s  R e f i n e r y  o r  ( b)  
t o  a  p o i n t  o f  d e l i v e r y  a t  no g r o a t o r  d i s t a n c e  f roi r .  i t s  
R e f i n e r y  t h a n  t t i e  m o s t  d i s t a n t  d e l i v e r y  p o i n t  h e r e u n d e r ,  
w h i c h  T h i r d  P a r t y  P r i c e  i s  g r e a t e r  t h a n  t h e  p r i c e  t h e n  a p p l i ­
c a b l e  u n d e r  p a r a g r a p h  1 .  o f  t h i s  A r t i c l e  V.  f o r  o i l  o f  t h e  
s ame  g r a v i t y  o r ,  o v e n  i f  d e l i v e r e d  t o  P u r c h a s e r  a t  a  d e l i v e r y  
p o i n t  mo r e  i s t a n t  t h a n  ( a )  o r  ( b ) , a t  a p r i c e  w h i c h ,  n i t e r  
a p p r o p r i a t e  a d j u s t m e n t  f o r  a l l  c o s t a  t o  b e  i n c u r r e d  by  
P u r c h a s e r  i n  t a k i n g  d e l i v e r y  nfc s u c h  d e l i v e r y  p o i n t  o v e r  a n d  
a b o v e  s u c h  m  w o u l d  h a v e  b o o n  I n c u r r e d  i n  t a k i n g  d e l i v e r y  
a t  ( a )  o r  ( b ) , i a  g r e a t e r  t h a n  t h e  p r i c e  ' b e n  a p p l i c a b l e  
u n d e r  P a r a g r a p h  1 .  o i  t h i s  A r t i c l e  v . ,  t h e n  r .ucl i  T h i r d  P a r t y  
P r i c e ,  a s  a d j u s t e d  t n r  a n y  s u c h  g r e a t '  i  d e l i v i  r y  p o i n t  a i r .  
l a n c e  a m i  f u r t h e r  a d j u s t e d  f o r  g r a v i t y  at .  h e r e i n a f t e r  
p r o v i d e d ,  s h a l l  l i k e w i s e  a p p l y  t o  a l l  o i l  p u r c h a s e d  b y  
P u r c h a s e r  b e f c u t p j c I  t r o m  t h e  b i a t e  d u r i n g  sue. ' ,  m o u t h .  S u c h  
T h i r d  P a r t y  P r i c e  a n d  t h e  W e i g h t e d  d v o r a ' p  »rt i v t l y  t o  w h i c h  
i t  a p p l i e s  s h a l l  I f  t ip t i ,<« n nd  by  d i v i d i n g  i .. t f i t u l  n u r d " r

• ■—tn,»i



o f  b a r r e l s  p u r c h a s e d  d u r i n g  a n y  mo n t h  b y  P u r c h a s e r  f r o m  a l l  
T h i r d  P a r t y  S e l l e r s ,  b y  t h e  t o t a l  a m o u n t  p a i d  b y  P u r c h a s e r  
f o r  s u c h  o i i ,  a n d  t h e n  d e t e r m i n i n g  t h e  w e i g h t e d  a v e r a g e  
g r a v i t y  t o  w h i c h  s u c h  w e i g h t e d  a v e r a g e  p r i c e  a p p l i e s  b y  ( i )  
m u l t i p l y i n g  t h e  q u a n t i t y  o f  o i l  p u r c h a s e d  f r o m  e a c h  T h i r d  
P a r t y  S e l l e r  b y  i t s  g r a v i t y ,  ( i i )  t o t a l i n g  t h e  p r o d u c t s  o f  
s u c h  m u l t i p l i c a t i o n ,  ( i i i )  d i v i d i n g  t h o  r e s u l t  b y  t h e  t o t a l  
n umb e r  o f  b a r r e l s  p u r c h a s e d ,  a n d  ( i v )  t h e n  e s t a b l i s h i n g  t h o  
w e i g h t e d  a v e r a g e  g r a v i t y  t h e r e o f  a t  t h e  n e a r e s t  f u l l  d e g r e e  
b a s e d  on  t h o  r e s u l t  o b t a i n e d  f r o m  s u c h  d i v i s i o n .  When r ' l t h  
T h i r d  P a r t y  P r i c e  h a s  b e e n  d e t e r m i n e d  f o r  a n y  mo n t h  t h e n ,  
s u b j e c t  t o  t h e  p r o v i s i o n s  o f  p a r a g r a p h  4 .  o f  t h i s  A r t i c l e  V . ,  
i f  i t  i s  h i g h e r  t h a n  t h e  p r i c e  t h o n  a p p l i c a b l e  u n d e r  p a r a ­
g r a p h  1 .  o f  t h i s  A r t i c l e  f o r  o i i  o f  t h e  s ame  g r a v i t y ,  t h e n  
s u c h  T h i r d  P a r t y  P r i c e  f o r  t h e  w e i g h t e d  a v e r a g e  g r a v i t y  t o  
w h i c h  i t  a p p l i e s  s h a l l  b e  a d j u s t e d  t o  t h e  g r a v i t y  o f  t h o  o i l  
p u r c h a s e d  b y  P u r c h a s e r  h e r e u n d e r  f r om  t h e  S t a t e  d u r i n g  s u c h  
mon t h  b y  a d d i n g  t o  s u c h  T h i r d  P a r t y  P r i c e  f i v e  c e n t s  ( 5 C) 
p e r  b a r r e l  f o r  e a c h  f u l l  d e g r e e  o f  g r a v i t y  t h a t  s u c h  w e i g h t e d  
a v e r a g e  g r a v i t y  i s  b e l o w  t h e  g r a v i t y  o f  t h e  o i l  p u r c h a s e d  
h e r e u n d e r ,  nnd  b y  s u b t r a c t i n g  f r o n  s u c h  T h i r d  P a r t y  P r i c e  
f i v e  c e n t s  ( 5 4 )  p e r  b a r r e l  f o r  e a c h  f u l l  d e g r e e  o f  g r a v i t y  
t . n a t  s u c h  w e i g h t e d  a v e r a g e  g r a v i t y  i s  a b o v e  t h n  g r a v i t y  o f  
t h e  o i i  p u r c h a s e d  h e r e u n d e r .  Th e  p r o v i s i o n s  o f  t h i n  p a r a ­
g r a p h  2 . s h a l l  n o t  a p p l y  d u r i n g  a n y  mo n t h  i n  w h i c h  o n l y  s p o t  
p u r c h a s e s  h a v e  b e e n  mad e  b y  P u r c h a s e r  f r om T h i r d  P a r t y  S e l l e r s .

3 .  I f  d u r i n g  a n y  c a l e n d a r  n o n t h  t h e  S t a t e  s e l l s  
a n y  o i l  t a k e n  i n  k i n d  b y  i t  a n d  p r o d u c e d  f r om  a n y  F i e l d  i n  
t h o  Cook I n l e t  b a s i n  t o  s ome  o t h e r  p u r c h a s e r  o r  p u r c h a s e r s  
( h e r e i n  s ome  t i n e s  c a l l e d  a " T h i r d  P a r t y  P u r c l i a u u r " )  a t  a 
w e i g h t e d  a v e r a g e  p r i c e  ( h e r e i n  s o m e t i m e s  c a l l e d  " T h i r d  P a r r y  
P r i c e " )  t i ns  w e i g h t e d  a v e r a g e  g r a v i t y ,  d u >.• r m t n u d  i n  t h e  in.  
m a n g e r  a s  p r o v i d e d  i n  p a r a g r a p h  2 . o l  t h i n  A r t i c l e  . t o i  
d e t e r m i n a t i o n  n l  t i e '  w e i g h t e d  a v e r a g e  j g  W "  a n d  g r a v i t y  o f



o i l  p u r c h a s e d  b y  P u r c h a s e r  ( b y  s u b s t i t u t i n g  " T h i r d  P a r t y  
P u r c h a s e r s "  f o r  " T h i r d  P a r t y  S e l l e r s " ,  a n d  b y  s u b s t i t u t i n g  
" o i l  s o l d "  f o r  " o i l  p u r c h a s e d " ) ,  w h i c h  T h i r d  P a r t y  P r i c e  i s  
l e s s  t h a n  t h e  p r i c e  a p p l i c a b l e  u n d e r  P a r a g r a p h  1 .  o f  t h i s  
A r t i c l e  V.  f o r  o i l  o f  t h e  s a n e  w e i g h t o d  g r a v i t y ,  t h e n  s u c h  
T h i r d  P a r t y  P r i c e ,  a d j u s t e d  a s  h e r e i n a f t e r  p r o v i d e d ,  s h a l l  
l i k e w i s e  a p p l y  t o  a l l  o i l  p u r c h a s e d  b y  P u r c h a s e r  h e r e u n d e r  
f r om  t h o  S t a t o  d u r i n g  t h e  s ame  mo n t h i  p r o v i d e d  t h a t  i n  d e t e r ­
m i n i n g  w h e t h e r  a n y  s u c h  T h i r d  T a r t y  P r i c e  i s  l e s s  t h a n  t h e  
p r i c e  h e r e u n d e r ,  a p p r o p r i a t e  c o n s i d e r a t i o n  s h a l l  b e  g i v e n  t o  
a nd  a d j u s t m e n t  made  f o r  a n y  c o s t s  o r  o t h e r  e c o n o m i c  b u r d e n s  
w h i c h  t h o  S t a t e  may  h a v e  h e r e u n d e r  b u t  n o t  t h e r e u n d e r  o r  
w h i c h  a r e  n o t  b o r n e  b y  t h e  P u r c h a s e r  h e r e u n d e r  b u t  a r e  b o r n e  
by  t h e  T h i r d  P a r t y  P u r c h a s e r .  When a n y  s u c h  T h i r d  P a r t y  P r i c e  
h a s  b e e n  d e T e r m i n e d  f o r  a n y  m o n t h ,  t h e n ,  s u b j e c t  t o  t h e  p r o v i ­
s i o n s  o f  P a r a g r a p h  •!. o f  t h i s  A r t i c l e  V . ,  i f  i t  i a  l o w e r  
t h a n  t h o  p r i c e  t h e n  a p p l i c a b l e  u n d e r  P a r a g r a p h  1 .  o f  t h i s  
A r t i c l e  V.  f o r  o i l  o f  t h e  s a m e  w e i g h t e d  a v e r a g e  g r a v i t y ,  t h e n  
s u c h  T h i r d  P a r t y  P r i c e  t o r  t h e  w e i g h t e d  a v e r a g e  g r a v i t y  t o  
w h i c h  i t .  a p p l i e s  s h a l l  b e  a d j u s t e d  t o  o p n l y  t o  t h e  g r a v i t y  
o f  t i e  o i l  p u r c h a s e d  b y  P u r c h a s e r  h e r e u n d e r  f r om  t h o  S t a t e  
d u r i n g  s u c h  mon t h  i n  t h e  s a m e  ma n n e r  a s  p r o v i d e d  i n  t h e  n e x t  
t o  i . s  t. s e n t e n c e  o f  P a r a g r a p h  2 . o f  t h i n  A r t i c l e  V,  The  
p r o v i s i o n s  o f  t h i s  P a r a g r a p h  3 .  s h a l l  n o t  n j p l y  d u r i n g  a n y  
mon t h  i n  w h i c h  o n l y  s p o t  n a i e c  h a v e  b e e n  m.ui r  b y  t h e  S t a t o .

<i. W h e n e v e r ,  d u r i n g  a ny  m o n t h ,  t h e r e  a t  o  b o t h  T h i r d  
P a r t y  s a l e s  by  t i l e  D t a t e  a n d  T n l r d  P a r t y  i . , i cl ,  a b y  Liu 
P u r c h a s e r ,  t l u ;  T l u r d  P a t t y  P r i c e  nnd  t h e  w - m M e d  a " i > n , a e  
g r a v i t y  t o  w h i c h  i t  a p p l i e s  t i h n l l  hu d c t o t i - i n e d  b y  t r e a t i n g  
a l l  s u c h  s a l t " ' ,  a n d  p u r c h a s e s  a s  "pureiu . e s "  u n d e r  P a r a g r a p h  
? .  o t  t h i s  A r t i c l e  V.  a n d  a s  " s a l o n "  u n d e r  P a r a g r a p h  J .  o .  
t b i t .  A r t i c l e  V . ,  a n d  t a l  a p p l y i n g  t h e  p r o v i s i o n s  o f  P a r a g r a p h  

. o f  f l i i y  A r t i c l e  V.  i (  th> T h i r d  P a t t y  P r i c e  s o  o b t a i n e d  . 
g r e a t e r  t a i n  t n e  p r i c e  t h e n  a p p l i c a b l e  u n d u r  P a r a g r a p h  1 .  i ? 
t i l t s  A r t i c l e  V.  t o r  o i l  o t  t h e  s ame  w e i g h t e d  a v e r a g e  g r a v i t y ,
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a n d  ( b)  a p p l y i n g  t h e  p r o v i s i o n s  o f  P a r a g r a p h  3 .  o f  t h i n  
A r t i c l e  V.  i f  t h e  T h i r d  P a r t y  P r i c e  s o  o b t a i n e d  i s  l e n s  t h a n  
t h e  p r i c e  t h e n  a p p l i c a b l e  u n d e r  P a r a g r a p h  1 .  o f  t h i s  A r t i c l e  
V . f o r  o i l  o f  t h e  n a n o  w e i g h t e d  a v e r a g e  g r a v i t y .

’j . F o r  t h e  p u r p o s e  o f  A r t i c l e  I I .  a r d  t h i s  A r t i c l e  
V . ,  t h e  t o t a l  q u a n t i t y  o f  o i l  r e c e i v e d  b y  P u r c h a s e r  d u r i n g  
a n y  mon t h  s h a l l  b e  d i v i d e d  b y  t h e  n umb e r  o f  d a y s  i n  s u c h  
mon t h  a n d  t h e  r e s u l t i n g  d a i l y  a v e r a g e  s h a l l  b o  c o n s i d e r e d  a s  
t h e  a c t u a l  q u a n t i t y  o f  o i l  r e c e i v e d  b y  P u r c h a s e r  d u r i n g  e a c h  
d a y  o f  t h a t  n o n t h .

ARTICLE V I .
M e a s u r e m e n t s  a n d  T e n t s .

A l l  n o a s u r  i r e n t s  h e r e u n d e r  s h a l l  r e p r e s e n t  o n e  
h u n d r e d  p e r  c e n t  ( 100%)  v o l u m e ,  c o n s i s t i n g  o f  U n i t e d  S t a t e n  
b a r r e l s  o f  f o r t y - t w o  ( 4 2 )  g a l l o n s ,  t h e  q u a n t i t y  a n d  g r a v i t y  
o f  w h i c h  w i l l  b e  a d j u s t e d  t o  a t e m p e r a t u r e  o f  s i x t y  d e g r e e s  
(GO*)  F a h r e n h e i t .  G r a v i t y  s h a l l  b o  d e t e r m i n e d  a t  t h e  p o i n t  
a t  w h i c h  c u s t o d y  o f  t h e  o i l  i s  r e c e i v e d  b y  t h e  P u r c h a s e r .  
P r o c e d u r e s  f o r  m e a s u r i n g  a n d  t e s t i n g ,  e x c e p t  f o r  d e l i v e r y  
t h r o u g h  p o s i t i v e  d i s p l a c e m e n t  t y p e  l i q u i d  m e t e r s ,  s h a l l  b e  
c o m p u t e d  i n  a c c o r d a n c e  w i t h  t h e  l a t e n t  ASTi l  p u b l i s h e d  m e t h o d s  
t h e n  i n  e f f e c t .  P r o c e d u r e s  f o r  s u c h  m o t o r e d  t y p e  d e l i v e r i e s  
s h a l l  b o  i n  a c c o r d a n c e  w i t h  ASMK-API  ( P e t r o l e u m  PD M e t e r  C o d e )  
p u b l i s h e d  m e t h o d s  t h e n  i n  e f f e c t .  Th e  r o y a l t y  ' l i t  s o l d  h o r c -  
u i n t e r  s h a l l  b e  m e r c h a n t a b l e  o i l  o f  nu l l s  t  an L i  a  11 y t h e  s ame  
q u a l i t y  a s  t h a t  p r e s e n t l y  b e i n g  p r o d u c e d  f r o m  t h e  o i l  a n d  gar ,  
l e a s e s  s u b j e c t  h e r e t o .  F u l l  d e d u c t i o n  s h e l l  l>e ma d e  f o r  o i l  
l iSAH c o n t e n t  a c c o r d i n g  t o  t h o  ASTM s t a n d a r d  m e t h o d  t h e n  i n  

F f c c t .  Tho S t a t e  s h a l l  b e  u n t i t l e d  i n  / i dy i i no t  o f  a n d  s h a l l  
l invi ) t h e  r i g h t  t o  h a v e  a r e p r e n e n t a t  i v e  p r e s e n t  t o  w i t n e s s  
i l l  i n n a uu r cmcn  t i l  a n d  t e s t s .  P u r c h a s e r  s h a l l  p e a  n i t r e  a n d  
g a u g e  a l l  t i l  ) r e c e i v e d  b v  P u r t . h a n o r  l i e r o u n d e r , a nd  s h a l l  l a  a t  
t h e  o n t i r e  a c q u i s i t i o n ,  i n s t a l l a t i o n ,  c a l i b i  i l i o n ,  P a  I n t  ■■ a a n c e  
a n d  o p e r a t i n g  c o s t  o f  nny l e n t i l  n o ,  m . i . j n n g  o r  l u s t i n g  ' ••ui in-  
n e - n l  r e q u i r e d  b y  P u r c h a s e r .  P u r c h a s e r  nh. i  1 I b e a r  a l l  >1 • ■:i ■/ - a t l * » n  
a n d  c l r u h l ' i q  c o a t s  n o c o s s . i r y  t o  p l a c e  t h e  r o y a l t y  o i l  In a
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c o n d i t i o n  a c c e p t a b l e  t o  P u r c h a s e r  nnd i f  nny s u c h  o i l  i s  /
c l e a n e d  o r  d e h y d r a t e d  b y  t h e  S t a t e ' s  L e s s e e  p r i o r  t o  d e l i v e r y  
o f  s u c h  o i l  t o  P u r c h a s e r ,  a n y  c o s t s  t h e r e f o r  w h i c h  a r c  
c h a r g e a b l e  t o  t h e  S t a t e  u n d e r  t h e  a p p l i c a b l e  o i l  a n d  g a s  
l e a s e  s h a l l  b e  p a i d  b y  P u r c h a s e r .

ARTICLE V I I .
P a y n o n t :

Th e  S t a t e  s h a l l  i n v o i c e  P u r c h a s e r  on  o r  b e f o r e  t h e  
t w e n t i e t h  d a y  o f  e a c h  n o n t n  f o r  a n y  a m o u n t s  w h i c h  ma y  b e  d u e  
by  P u r c h a s e r  t o  t h e  S t a t e  u n d e r  t h e  p r o v i s i o n s  o f  A r t i c l e  1 1 .  
h e r e o f  f o r  t h e  s e c o n d  p r e c e d i n g  n o n t h  on  a c c o u n t  o f  o i l  r e ­
q u i r e d  t o  b e  t a k e n  a n d  p a i d  f o r  b y  P u r c h a s e r  ( a n d  p a i d  f o r  
w h e t h e r  o r  n o t  t a k e n )  b u t  n o t  s o  t a k e n  a n d  p a i d  f o r  b y  i t ,  o r  
w h i c h  may  b e  d u e  b y  P u r c h a s e r  t o  t h e  S t a t o  u n d e r  t h e  p r o v i ­
s i o n s  o f  P a r a g r a p h  5 .  o f  A r t i c l e  I I . ,  o r  t h e  l a s t  s e n t e n c e  
o f  t h i s  A r t i c l e  V I I . ,  a n d  n o t  t h e r e t o f o r e  p a i d  b y  P u r c h a s e r .
P u r c h a n e r  s h a l l  make  p a y n o n t  t o  t h o  S t a t e  on o r  b e f o r e  t h e  
l a s t  d a y  o f  e a c h  c a l e n d a r  mo n t h  f o r  a l l  o i l  r e c e i v e d  b y  
P u r c h a s e r  h e r e u n d e r  d u r i n g  t h e  p r e c e d i n g  c a l e n d a r  m o n t h  ( s u c h  
p a y m e n t  t o  b e  a c c o m p a n i e d  b y  s u p p o r t i n g  r u n  s t a t e m e n t s )  a nd  
f o r  a l l  a m o u n t s ,  i f  a n y ,  f o r  w h i c h  t h e  S t a l e  I n s  t h e i c t o f o r e  
I n v o i c e d  P u r c h a s e r  i n  a c c o r d a n c e  w i t h  t l i *• p r e c e d i n g  s e n t e n c e  
l i e r n o t .  A l l  p a ym e n t - ,  n . m i r e d  i t  l i e - i . ide t ,y P u r c h a s , - r  t o  
t h e  S t a t e  u n d e r  a n y  o f  t h e  p r o v i s i o n s  o f  t h i s  a g r e e m e n t  s h a l 1 
b e  made  t o  t h e  S t a t u  a t  t h e  D i v i s i o n  r . f  L a n d s ,  D e p a r t m e n t  o f  
t l a t u r a l  R e s o u r c e s ,  S t a t e  o f  A l a s k a ,  MO : : i « t ! i  A V n n e e ,  A n c h o r  a g e , 
A l a s k a ,  y v l i O l  ( o r  a t  s u c h  o t h e r  p l a c e  t lit* : . t  , b  m i y  f r om
t ; m t  t o  t i m e  b y  n o t i c e  t o  t in* ’ ' i r c l i a  . c  r ) , u / a s h
o r  b y  t h e  c a s h i e r ' ; ;  c h e c k  o j  mon e y  o r d i  r I a u o l v o i r .  h a n k  
w a i c h  i s  a n u m b e r  o f  t h e  1‘u d e  r  a 1 D e p o s i t  I , , r . i n c e  (:<tt i n r . i t  i nn ,

n y a b l e  t o  t h e  o r d e r  o f  t h e  D e p a r t m e n t  r  i i v e n u e ,  .*;* i t "  o f
, i a s k , i .  i l l  n a o t  d u e  p a y m e n t 1; s h a l l  b r a t  i n  " r e n t  a '  Lin* 
r u t "  o f  o i q n t  p e r  c e n t  ( U11 p e r  an  n e t ;  a n d  i n  t h e  e v e n t  1. 1. , , * 
i s  c h a s e r  s h e l l  ( a l )  o r  t e ' u s g  t ,, p a y  tn> ► , t  * c u r r e n t l y

- It -



f o r  o i l  p u r c h a s e d  h e r e u n d e r ,  o r  a n y  o t h e r  s ums  d u e  t h o  S t a t e
«h u r o u n d e r ,  Lhn S t a t e  m a y ,  a t  i t s  e l e c t i o n ,  w i t h o u t  w a i v i n g  

a n y  o t h e r  r e m e d y  w h i c h  t h e  S t a t e  n a y  h a v e  h e r e u n d e r  o r  by  
l a w ,  s u s p e n d  d e l i v e r i e s  o f  o i l  t o  P u r c h a s e r  d u r i n g  a n y  p e r i o d  
o f  d e l i n q u e n c y  b y  P u r c h a s e r  i n  p a y m e n t s  h e r e u n d e r ,  a n d  d u r i n g  
a n y  s u c h  p e r i o d  o r  p e r i o d s  o f  s u s p e n s i o n  o f  d e l i v e r i e s ,  t h e  
S t a t e  may  f u r t h e r ,  a t  i t s  e l e c t i o n ,  s e l l  o i l  p r o d u c e d  f r om  t h e  
o i l  a n d  g a s  l e a s e s  c o v e r e d  h e r e b y  t o  o t h e r  p u r c h a s e r s ,  i n  
t h o  s a m e  m a n n e r  a n d  w i t h  t h e  s a m e  e f f e c t  a n d  r e m e d i e s  a s  a r e  
p r o v i d e d  i n  p a r a g r a p h  5 o f  A r t i c l e  I I .  h e r e o f  w i t h  r e s p e c t  
t o  o i l  n o t  t a k e n  b y  P u r c h a s e r  b u t  w i t h i n  P u r c h a s e r ' s  o b l i g a ­
t i o n  t o  p a y  f o r  w h e t h e r  o r  n o t  t a k e n  h e r e u n d e r .

ARTICLE Vi  I I .
T r a n s p o r t a t i o n  a n d  E x c h a n g e  A g r e c m e i t o ;

P u r c h a s e r  a g r e e s  t o  s u b m i t  p r o m p t l y  t o  t h e  Commi s ­
s i o n e r  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  t w o  a u t h e n t i c a t e d  
c o p i e s  o f  a n y  w r i t t e n  a g r e e m e n t s ,  a r . d a f u l l  w r i t t e n  e x p l a n a ­
t i o n  i n  d u p l i c a t e  o f  a n y  o r a l  a g r c e n c n t s ,  c o v e r i n g  t h e  
t r a n s p o r t a t i o n  o r  e x c h a n g o  o f  a n y  o i l  c o v e r e d  h e r e b y  o r  t h e  
m e t h o d s  a n d  c e n t s  o f  d e l i v e r y  a n d  r e c e i p t  o f  nny  o f  t h e  o i l  
c o v e r e d  h e r e b y  o r  a n y  o t h e r  o i l  r e c e i v e d  o r  t o  b e  r e c e i v e d  
I n  e x c h a n g e  f o r  a n y  o i l  c o v e r e d  h e r e s y .

ARTICLE XX
Hot Icesi

1 .  P u r c h a s e r  a c k n o w l e d g e r  t h a t  S t a t e  I s  r e q u i r e d ,  
p u r s u a n t  t o  t h e  t e r m s  o f  i t s  o i l  nnd q u a  l o o s e s ,  t o  g i v e  a t  
l e a s t  s i x  ( L I  m o n t h s  n o t i c e  t o  i t s  L Own e r s  o f  t h e  S t a t e ' s
i n t e n t i o n  t o  t a k e  i t s  r o y a l t y  o i l  i n  k i n d .  T i n - r e  f o r e ,
P u r c h a s e r  a g r e e s  t o  n o t i f y  S t a t u  a t  c a m .  s e v e n  ( 7 )  mon t n  .
I n  a d v a n c e  o f :

( a )  Th e  d a t e  wh a n  P u r c . a n e r  w i l l  c omme n c e  
t l i e  a c t u a l  r e c e i p t  o f  r o y n  t v  n i l  p u r s u a n t ,  t o  
t h i s  a g r e e m e n t )  a nd

( b l  Any  d a t e  u p on  w h i e  P n r c h a . , « r  don t i e s  
t o  i n c r e a s e  t h e  amoun t  o f  r o y a l t y  o i l  t o  l ie
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■y't

p u r c h a s e d  p u r s u a n t  t o  P a r a g r a p h  2 .  o f  A r t i c l o
I I .  o f  t h i s  a g r e e m e n t .
2 .  A l l  n o t i c e s  h e r e u n d e r  t o  t h o  S t a t u  s l m l l  h r  I n  

w r i t i n g  a n d  s h a l l  bo d c l i v o r o d  p e r s o n a l l y  t o  * h »  C o m m i s s i o n e r  
o f  t h o  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  o r  P a y  l . e s e n t  b y  
r e g i s t e r e d  o r  c e r t i f i o d  U n i t e d  S t a t e s  n a i l  a d d r e s s e d  t o  t h e  
C o p m i s c i o n u r  o f  t h o  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  P o u c h  It ,  
J u n e a u ,  A l a s k a  9 9 0 0 1 ,  p r o v i d e d  t h a t  t h e  S t a t e  s h a l l  h a v e  t h o  
r i g h t  t o  c h a n g e  i t s  a d d r e s s  f o r  n o t i c e  p u r p o s e s  b y  g i v i n g  
w r i t t e n  n o t i c e  t h e r e o f  t o  t h e  P u r c h a s e r .

3 .  Any n o t i c e  h e r e u n d e r  b y  t h e  N t a t c  t o  t h e  
P u r c h a s e r  s h a l l  b e  i n  w r i t i n g  a n d  s h a l l  b e  cl» l l v e r r d  j t r r m r ,  
a l l y  t o  t h o  P u r c h a s e r  o r  I t s  r e p r e s e n t a t i v e ,  r , r n a y  bo 
f o r w a r d e d  b y  r e g i s t e r e d  o r  c e r t i f i e d  U n i t e , !  ’. t a t e a  a i l
a d d r e s s e d  t o  t h e  P u r c h a s e r  a t  i t s  r e g i s t e r e d  o f f i c e  i n  t h  
S t a t e  o f  A l a s k a ,  w i t h  c o p y  t o  P u r c h a s e r  a t  0 2 0  Co r  l o t c i a l  
b a n k  T o w e r ,  M i d l a n d ,  T e x a u r  p r o v i d e d  t h a t  P u r c h a s e r  , a l l  
h a v e  t h o  r i g h t  t o  c h a n g e  l t a  a d d r e s s  f o r  n o t i c e  | „ i p c » » s i  b n 
g i v i n g  w r i t t e n  n o t i c e  t h e r e o f  t o  t h e  s t a i r  ’ t dd i
f o r  n u c h  p u r p o s e .

ARTICLE  X.
L a w s ,  R u l e s  a n d  R e g u l a t i o n ?, : f o r c e  Ma l e  , r>

Except as provided In Par.nrai 

h e r e o f ,  n e i t h e r  p a r t y  h e r e t o  s h a l l  L a v e  ot I J ' . d> , a n y
l i a b i l i t y  I n  d f l n a g e c  o r  o t h e r w i s e  t o  t he  o t '  •
t e a s o n  o f  t a t  l u r e  o r  d e l a y  i n  t h o  n . i k l n -  • r
deliveries of oil under tire tort's nl tl.i , » i

extent that such fat lute "t delay Is ilii, t

r e g u l a t i o n :  o f  a t , /  t a v e r n t ' c n t . n i  l r t . i t ,  u . t  ? . t t , , v .
'•en t  a 1 agencies, u- ■. i nrrntal 1t. t e r ! r i • n , , i . t .. • t t t . .

I <i c r dill n slth , fires, c m  Ii-.iiim , r . • J' ..

' i • 1 ■ ■ i . i ■ < y "i j.. J j - r, • , • , . •

p o r t i n g  o t  i i i d i v n i m  o i l ,  t i . . <> ! » .  h u r r i ,  • r
.it lull ii i I fig I' Ifflit b m t ■ ill t,o.l, it •

• ■ r s o n a h l y  i i m . i  t l  o f  s u c h  .

• U  .



t h o  s ame  c l a s s  o r  k i n d .  I n  Lhu u v o n t  t h a t  e i t h e r  p a r t y  s h a l l  /
bo  u n a b l a  t o  p u r f o m  h e r e u n d e r ,  s a i d  p a r t y  s h a l l  i m m e d i a t e l y  
g i v o  n o t i c o  t o  t h e  o t h e r  p a r t y  d c s c r i b i n t i  t h o  n a t u r e  o f  i t s  
d i s a b i l i t y  nnd s h a l l  u s e  a l l  r a a n o n a b l c  e f f o r t s  t o  r e s u t i e  
p e r f o r m a n c e  a t  t h o  e a r l i e s t  p o s s i b l e  d a t e ;  p r o v i d e d ,  h o v o v i  i , 
t l i a t  n a l t h o r  p a r t y  s h a l l  b e  r e q u i r e d  t o  s e t t l e  s t r i k e s  01 
o t h o r  l a b o r  d i s p u t c n  e x c e p t  o t  s u c h  p a r t y ' s  d i s c r e t i o n ,  
t i o t h i n g  h e r e i n  c o n t a i n e d ,  h o w e v e r ,  s h a l l  b e  c o n s t r u e d  t o  r e l i e v e

f-V.lP u r c h a s e r  o f  i t s  o b l i g a t i o n  t o  ma k e  n n y  p a y m e n t s  d u e  t h o  S t a t e  
u n d e r  t h i s  a g r e e m e n t  i n  t h a  a m o u n t s  a n d  a t  t h o  t i m e s  h e r e i n  
p r o v i d a d .

ARTICLt :  XI .
D e f a u l t  a n d  O t h o r  G r o u n d s  f o r  T e r m i n a t i o n :

I t  i s  a g r e e d  t h a t  i t  P u r c h a s e r  f . t i t .  t o  m a i n t a i n  
i t s e l f  a s  a  c o r p o r a t i o n  i n  g o o d  s t a n d i  no a n d  l u l y  j . e ,  l i t  - ' 
t o  t r a n s a c t  b u s i n e s s  i n  t h o  S t a t e  o f  M a s k *  o t  i . ui i i . i t  i  
b e c o m e s  i n s o l v e n t  o r  c o m m i t s  a n y  o t h e i  a c t  c o n n  t i ! i t  i ,u t. 

a c t  o f  b a n k r u p t c y ,  t h e n  t h e  S t a t o  n a y ,  a t  i t s  o f  n r ,  t c i  
n a t e  t h i s  a g r e e m e n t  b y  n o t i c e  i n  w r i t  i n n  t o  i r e l  a n s r
L l k e w i s o ,  i n  t h e  e v e n t  t i n t  P u r c h a s e r  d c  f i ■ 1 1 • 1 1 t ..
f o r n s n c o  o f  a n y  o b l i g a t i o n  o r  c o n n i  t a t *  it t  !■ t i  t r :
a g r e e : . o n t  a n d  a n y  * u<  h 1* f a u l t  c o n t l n u t  . : . t ,
t h . i n  t h i r t y  1 1 0 ) d . i y a  a f t e r  t i n  r » » t -  h i  >. I „ »t
w r i t i n g  t o  P u r c h a s e r  o f  s u c h  d e f a u l t  a i d  t ,  i. i t -  . n - ' i n l ,  
t l i a t s o f  t o r  I f  t h e  e v e n t  o f  d e f a u l t  i s  • 11 1 • r , . t  t *  • m l  o f  
P u r c h a s e r  l o n a k e  t i n n  1 y p a y m e n t  t o  t l i e  . • •• t >. i . !  t  i • •
b y  Pu r  c h a s e  i l u r e g r .  Ii r  a n d  s u c h  d o f s . l t  . • : ,
p e r i o d  o f  mo r e  t r t . tn t n .  CIO) d a v s  a f t  r i
n o t i c e  o f  »uc! < d e f a u l t ! ,  t h e n  t n e  : , t » t «  Mi l -  .« w a i s i  i
u i  r e l e a s i n g  a n y  • l •» • t r i g h t s  w h i c h  i t  < v  . m i ,  , i
t o  Pur r ,  h a n a  r ,  t e r i l n a l r  I l i | t  a g i a e n e e *  i i • ' v e  I r
any f .it t.n i O.’. I i:l r ..i l i « he urch

livery piovislun n«r«r.f impu-i.i .... .ni, ,tn.n , >,,

I ' l K k l U f  l  I •- i r  j  • o i I i I l u l u  i • . .1 , t I

t
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e x e c u t i o n  o f  t h i s  a g r e e m e n t  b y  S t a t e .  Uo w a i v e r  b y  S t a t e  
o f  a n y  b r e a c h  o f  a n y  p r o v i s i o n  o f  t h i s  a g r e e m e n t  s h a l l  b e  
d e e m e d  f o r  a n y  p u r p o s e  t o  b e  a  w a i v e r  o f  a n y  b r e a c h  o f  a n y  
o t h e r  p r o v i s i o n  h e r e o f  n o r  o f  a n y  c o n t i n u i n g  o r  s u b s e q u e n t  
b r e a c h  o f  t h e  s a n e  p r o v i s i o n .

A l l  r e m e d i e s  p r o v i d e d  i n  t h i s  a g r a e n e n t  s h a l l  b e  
d e e m e d  c u m u l a t i v e  a n d  a d d i t i o n a l  a n d  n o t  i n  l i e u  o r  c x c l u s i v -  
o f  e a c h  o t h e r  o r  o f  a n y  o t h e r  r e m e d y  a v a i l a b l e  t o  S t a t e  a t  
l a w  o r  i n  e q u i t y .

AKTICLE X I X .
' f e r n ;  C o n s t  r u c t i on o f  h e  f i n e r y ;

1 .  S u b j e c t  t o  t h o  o t h e r  t e r n s ,  c o v e n a n t s  a n d  c o n d i ­
t i o n s  h e r e o f ,  t h i s  c o n t r a c t  s h a l l  c o n t j n u .  a n d  r e m a i n  i n  f u l l  
f o r c e  a n d  u f f e c t  f o r  a  t e r n  b e g i n n i n g  t h e  i l . i ' o  h " . r •. f me I 
oi i  i n q  e i g h t  ( » )  y e a r s  f r o m  a n d  . f t e r  t h e  b . t e  r . f  i l i < i l  
D e l i v e r y ;  p r o v i d e d  t h a t  i f  P u r c h a s e r ’ s  l< s . n i ,  . n e t  on
n t r c a m  b y  ( l a r c h  1 ,  19 7 1 ,  t h e  S t a t e  s h a l l  h a v e  t (<■ r i g h t  t o
c a n c e l  a n d  t e r m i n a t e  t h i n  a g r e e m e n t  b y  not  i c 1 n i i i n ;  t . 
P u r c h a s e ;  g i v e n  o n  o r  b e f o r e  A p r i l  1 ’> , 1 >71 ,  o r tie- t ; . t <
n a y  e n f o r c e  • . p e c i l i c  p e r f o r i - a t i g e  ( l o i e e f ,  m y  m i ,  , ot
0 1 c a n c o  1 1 a 11  on  i n  g i v e n  , a nd  p r i o r  t ,i> < . t  m t i * • %l , I
Ii a  v o * ( i v , ’ ii a n y  o f  I t s  he wi n - ;  n * i i i
t o  t . iH • i f u  i >• / .i 1 t y  ci 1 i i i  *. i nd • i : . i in : i i • , i
s h a l l  p r o t m t  a n d  s a v e  t i  e  s t a t e  f 1 e e  a ! . * : . , I f
1 oii a o r  CX| #n an  I n i  n i l  11> I t l io r u l i »m ' ' 
w i l l  r e a l  I r e  r. *- I n c ,  ‘ n a n  t h e  n a — m- i
»>f t lio r o y a l l y  t i l l  ■ » '  - m i d  ; . . iv< i - a  J i i . ,< p
nt i i i l  r i - V i g  Ime h  m a l e ,  !>. 1 1. ■•••ni
I'll f o r  Co t h e  -.| m l  I . j ,  t I • ■. .* .i nr - , c ' , <
h r r e u n -  . - r ,  t h* i  I 'm i n i . "  i • . 1 !  I.*,
a l l  CO i * c a n d  "Xpe  u s  -  "i i | i .  i i r * ' -  • \ f i . i ; e
hut I Of 111 I'lilt t- .«• • Ifi.ey * , i f | •

7 .  P m  C-hg-.e I t,; I 1 j f ;  r e e d  « 
r u J t o n a b l c  II 1 i , c i i y i  , t * >  t  ; j . 1 4 un



T H I S  D O C U M E N T  

H A S  B E E N  R E P H O T O G R A P H E D  

T O  A S S U R E  L E G I B I L I T Y



e x e c u t i o n  o f  t h i s  a g r e e m e n t  b y  S t a t e .  !)o w a i v e r  b y  S t a t e  /
o f  a n y  b r e a c h  o f  a n y  p r o v i s i o n  o f  t h i s  a g r e e m e n t  s h a l l  b e
' l oomed f o r  a n y  p u r p o s e  t o  b e  a  w a i v e r  o f  a n y  b r e a c h  o f  a ny
o t h e r  p r o v i s i o n  h e r e o f  n o r  o f  a n y  c o n t i n u i n g  o r  s u b s e q u e n t
b r e a c h  o f  t h e  s ame  p r o v i s i o n .

A l l  r e m e d i e s  p r o v i d e d  i n  t h i s  a g r e e m e n t  s h a l i  b e  
d e c n o d  c u m u l a t i v e  a n d  a d d i t i o n a l  a n t ’’ n o t  i n  l i e u  o r  e x c l u s i v e  
o f  e a c h  o t h o r  o r  o f  a n y  o t h e r  r c n e d y  a v a i l a b l e  t o  S t a t e  a t  
l a w  o r  i n  e q u i t y .

ARTICLE X IX .
T o r n ;  C o n s t r u c t i o n  o f  R e f i n e r y :

1 .  S u b j e c t  t o  t h o  o t h e r  t e r m s ,  c o v e n a n t s  a n d  c c n o J  
t i o n a  h o r c o f ,  t h i s  c o n t r a c t  s h a l l  c o n t i n u e  a n d  r e m a i n  i n  f u l l  
f o r c e  a n d  e f f e c t  f o r  a  t e r n  b e g i n n i n g  t h e  d a t e  l i e c o t  an  I
e n d i n g  o i q h t  (EJ) y e a r n  f r om  nnd  a f t e r  t h e  l J « t o  o f  i i r . i t
D e l i v e r y ;  p r o v i d e d  t h a t  i f  P u r c h a s e r ' s  1 . t i m  i y i , n o t  or  
s t r e a m  b y  Ma r c h  1 ,  1 9 7 1 ,  t h e  S t a t e  s h a l l  h a v e  t h e  r i g h t  t o  
c a n c e l  a n d  t e r m i n a t e  t h i s  a g r c c n e n t  b y  n o t i ■< i n  w i l t i n g  f .
P u r c h a s e r  g i v e n  on  o r  b e f o r e  A p r i l  I S ,  1 9 7 1 ,  o r  t h e  . t a t .
n n y  e n f o r c e  s p e c i f i c  p e r f o r m a n c e  h e r e o f .  I m y  u<. n n v
o t  c n n c u  1 I a t i o n  I n  given, a n d  p r i o r  t h e i . '  . .  t i e  t i t . -  s .  ?
h a v e  g i v e n  .any of i t s  L e a s e  Ovn r  n  n. . t  i<-> ■ i t  . t , t,» ,

t  j ‘;  ■ i t s  r o y a l t y  o i l  i n  L i n d  p . r . o , . i . - i. i . ,
til l .111 p r o t e c t  a n d  s a v e  ? t ; r  S t a t e  f r e e  ar id t. is | .  • j a n y
l o t i *  o r  e x p e n s e  r e s u l t  ln>t t h e r e f r o m  t o  t h  - . t . .. ,
W i l l  r e a l i s e  no l e n s  t h a n  t h e  sane n. - i  I • 
o f  t h o  r o y a l t y  o i l  a*  1 1 w o u l d  h a v e  r e a l s .  . , i

tsti t m. v g  l i e- in . " . t i e .  In t h -  • v e n t  t| .< • > .  i .  v .
e n f o r c e  t  ho o p n c  I ! I c  pi i i n t r a n t  . o f  P u r  h , ir t * • 1 k n . i . ■ >i..
I l c r  v u n d v r  , t h e  I'ur u l i a ‘i *  I r.tl <11 1 l e  | : .  l .  • . <
a l l  v*»» ’ *. a nd  e x p r i i c e : !  i n c u r r e d  I •/ * v  t ,■ . , • , ’, .111
out .  n o t  l i . r t i . i l  t w u* t .nt i i e y a ' f i - . - t . ,  r t  a , , ,. . ( t r v . t

/  . I’ m  d n n » i  i a 1 1 | ■ e o v il w 1 ' I. . ! . 1 . i n  ;
t n a s o n a l i  l c  l i  1 1 j . . r . c .  , t . «  c 1 ti*. * 1 ui. t 1 un • t i t  t t
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t h e  e n d  t h a t  t h e  ua .nc w i l l  b e  o r  s t r e a m  a n d  r e a d y  t o  r e f i n e  
t i i c  o i l  t o  J o  p u r c h a s e d  a n d  s o l d  h e r e u n d e r  on  o r  b e f o r e  
Ma r c h  1 , 1 0 V I .

3 P u r c h a s e r  i s  g r a n t e d  t h e  r i g h t  f o r  Luo  ( 2 J  
s u c c e s s i v e  t . h r e u  ( 3 )  y e a r  p e r i o d s  t o  e x t e n d  t h i s  c o n t r a c t  
b y  g i v i n g  t h e  S t a t e  w r i t t e n  n o t i c e  t h e r e o f  n o t  l e s s  t h a n  
s e v e n  ( 7 )  mon t h : :  p r i o r  t o  t h e  e n d  o f  t h o  t l i e n  e x p i r i n g  t e r m  
Any s u c h  r e n e w a l  s h a i l  b e  u p on  s u c h  t e r n s  a n d  c o n d i t i o n s  ar. 
t h e  p a r t i e s  may a g r e e  t o .

ARTICLE X I I I .
S o c u n  t ^ i

S t a t e ' s  p e r f o r m a n c e  o f  t h i s  c o n t r a c t  i s  - s u b j e c t  t o  
P u r c h a s e r ' s  p e r f o r m a n c e  o f  t h e  f o l l o w i n i  c o n d i t i o n s :

1 .  T i l l s  c o n t r a c t  i s  a c o n t r a c t  f o r  t h e  ■ l i e  c- 
g o o d s  t o  b e  s o l d  b y  t h e  S t a t e ,  a s  s c l l e . - ,  t o  P u r c h a s e r ,  
b u y e r ,  a n d  t o  s e c u r e  p a y m e n t  o f  a l l  a m o u n t s  i u e  h e  r e u n d o :  
f o r  t h e  o i l  s o  s o l d ,  t h e  S t a t e  h e r e b y  r e t a i n s  t h e  v e n d o r s *  
l i e n  a n d  s u p e r i o r  t i t l e  w i t t i  r e s p e c t  t o  a l l  o i l  r. l o  b i t  
h e r e u n d e r ,  w h i c h  l i e n  a n d  s u p e r i o r  t i t !  s h a i l  e x t e n d  : i
p r o d u c t s  mad e  o r  p r o c e s s e d  t h e r e f r o m ,  i r c l u d i n  - 11 mi
u t a n c o s ,  i f  a n y ,  c o m m i n g l e d  t h e r e w i t h  or  a d u - J  i i
t h e  p r o c e e d s  o f  t h e  s a l e  o l  a l l  - : uch o i - t i  -
w h i c h  l i . - n  may h - on t o r  c e l  a t  m v  t i - - ’.- m i l  

. .o s a n e  or. a n y  o t h e r  c o n t r a c t  o r  i i t a t l l t o r y  Xi«-u i . i  .M. - s  a ,  
w i t h o u t  p r i o r  n o t  i 11 t o  P u r c h a s e r ,  whe r e  t- . - 1 , m
d e f a u l t  i n  t h *  p a y r .  :nt. <>: a m o u n t s  du<:  t l  ' ' .

2 .  To i i n n e r  s e c u r e  p a y n c - n t  
t h e  M a t e  r e t a i n s  a n d  P u r c h a s e r  n e r e l
i n t e  r o s  t t o  a l l  u I t h e  n i l  d e l i v e r e d  ar,  c t . r i
P u r c h a s e r  h e r e u n d e r  j n d  In a l l  o i l  o b t a i n  .
e x c h a n g e  f o r  o i l  p u r c h a s e d  In r o u n d e r  an- i  t i . ,  , i ,
' r  p r n o c i s e d  f r a n  an>  t t uch n i  1 , l o c l i . d i r  i
•i l l / ,  e o > . m i n g l e d  t h e r e w i t h ,  o r  a d d e d  t i n  r ’ t o ,  i i  t i. i n
e t - u d s  o f  t i n -  B u i ”  «. 1 a n y  . . . , c i ,  u ; o r  i r e . - .  t. , m i -  s  - m l
i n t e r c u t  s h a l l  . i t t m . i l  t o  11 a t  * l i t  at  I | 1 . .  • i ’
d u l l  v e r y .  I u r t l i . i t e  r  a g r e e s  t o  n / i ' i i i  .n . I l l * -  a l l
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n e c e s s a r y  t o  p e r f e c t  S t a t e ' s  s e c u r i t y  i n t e r e s t .
3 .  I n  a d d i t i o n ,  P u r c h a s e r  w i l l  e x e c u t e  u m o r t g a g e  

i n  t h e  f o r m  s e t  o u t  i t  U x h i h i t  "C"  a t t a c h e d  h e r e t o ,  w h i c h  
m o r t g a g e  s h a l l  bo  a  Vc l i d  f i r s t  a n d  p r i o r  l i e n ,  u p on  a l l  r e a l  
p r o p e r t y  a n d  i n t e r e s t ?  i n  r e a l t y ,  w h e t h e r  own e d  i n  f ; e  o r  h y  
a n  e s t a t e  o f  l e s s e r  d u r a t i o n ,  a n d  a l l  f i x t u r e s  a nd  i m p r o v e ­
m e n t s  on  o r  a t t a c h e d  t o  s u c h  r e a l t y  now own e d  o r  h e r e a f t e r  
a c q u i r e d  b y  p u r c h a s e  i n  c o n n e c t i o n  w i t h  i t s  c o n s t r u c t i o n  ar . d 
o p e r a t i o n  o f  t n e  R e f i r o r y ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  t h e  
R e f i n e r y  s i t e ,  a s  s e c u r i t y  f o r  t h o  p e r f o r m a n c e  o f  a i . 1  o f  t h e  
P u r c h a s e r ' s  o b l i g a t i o n  h e r e u n d e r .

P u r e  l a s e r  w i l l  f u r n i s h  t h o  G t f . t c :
( 1 ) e v i c e n c c  o f  g o o d  t i t l e ,  I n c l u d i n g  s u c h  

t i t l e  p o J i c i e s ,  o p i n i o n s  o r  o t h e r  e v i d e n c e  - f  
g o o d  t i t l e  r a  may b e  r e q u i r e d  b y  t h e  p r i m a r y  
l e n d i n g  a g e i c y  on  a n y  p r i o r  m o r t g a g e .

( 2 )  »\ s t a t e m e n t  s o t t i n g  o u t  t h o  n am e s  un>l
a d d r e s s e s  o l  a l l  o f f i c e r s ,  d i r e c t o r s  ar. t ;  s t o c k h o l d e r  
o f  t n e  P u r c l a a e r  a n d  t h e  amoun t  a n d  t y p e  s t o  >.
ow n e d  b y  e a c h  a n d  h e r e a f t e r  upon  r r - c e l v t  ./ n - i  t
t h e r e o f ,  he P u r c h a s e r  s h e l l  p r o m p t l y  1 ! i . u  '
S t a t e  c f  m i ’ c h a n g e  i n  t h e  n m c i .  - -1 i
i t s  o f t i c i r t ,  l i r i c l o r s ,  t n u  I. i a n y
c h a n g e  i n  o v n e r r . h i p  o !  a n y  o t  i t i  s t i . c  . n !> • a t o -
n e n t  s h a l l  I o v e r i f i e d  b y  t h e  P r o s i  li n '  c LI.
o f f i c e r  u i  t i n  P u r c h a s e r ,  d u l y  - . esh i r ‘ s v  i t  .
B o a r d  o :  i t > e • t o r : .

( 3 )  C c p l e i  I . t  a n  f  t n a n c l  u l  1 r n rma
b y  P u r c h . t i e i  I n  c r d o r  t o  o b t a i n  f i n a n r . <  f i r . ;  ai t
s o u r c e  f a t  I t s  R i f i n e r y  i n  f i l i a l . . ;  mi l  . r a t b u  
t i o n a l  i n  1 v rm . i t  i on  a s  t h e  S l a t e  , .y i ,• pn  t .  i e , . i , r i ­
a l ,  l y  n c c *  i r t • • r  i n t  t i  i n a  11 ■ r • ; i . . u i ;
t h e  n a t u r t  r • a l t i e  o f  H u r c ' u  i •
,\i t.u \% .1 i a*. o f  I ' u c c h i v i ’ r '  t 1 1.%!/1 1 i t « ,

• la -



4. I n  I i o u  o f  t ! i c  p r o v i s i o n s  o f  p a r a q r  aphi s  1 . ,  2 . ,  
uni l  3 . ,  P u r c h a s e r  may p r o v i d e  a  1 i c r n n t i v e  s e c u r i t y  a s  f o l l o w s :

( a )  A b o n d ,  i n  t h e  f o r m  o f  b o n d  a t t a c h e d  h e r e t o  
a n d  mad e  a p a r t  h e r e o f  a s  l . ' x h i b i t  " C " ,  e x e c u t e d  b v  
t h e  P u r c h a s e r . a s  p r i n c i p a l ,  a nd  a c o r p o r a t e  r . u r e t v ,  
n o r e e d  t o  b y  t h e  C o m m i s s i o n e r  o f  A d m i n i s t r a t i o n  a nd  
a u t h o r i z e d  t o  w r i t e  s u c h  b o n d s  i n  t h e  S t a t e  o f  
A l a s k a ,  a s  s u r e t y ,  i n  t h e  p e n a l  sum o f  $ 2 , 5 0 0 , 0 0 0 ;  
p r o v i d e d  t h a t  w h e n e v e r  t h e  S t a t e  h a s  r e a s o n a b l e  
0 r o u n d s  f o r  a s s e r t i n g  a n d  d o e s  a s s e r t  a n y  c l  a i n  
a g a i n s t  P u r c h a s e r  i n  e x c e s s  o f  t h e  p e n a l  s u n  o f  t h e  
b o n d  o f  P u r e  . s o r  t h e n  i n  e f f e c t  h e r e u n d e r ,  P u r c h a s e r ,  
a f t e r  b e i n g  s o  r e q u e s t e d  b y  t h e  S t a t e  s h a l l  i n c r e a s e  
t h e  p e n a l  s um o f  s u c h  b o n d  t o  a n  amoun t  r e a s o n a b l y  
s u f f i c i e n t  t o  c o v e r  t h e  c l a i m  o f  t h e  S t a t e  a n d  a l l  
e x p e n s e s  w h i c h  may b e  i n c u r r e d  b y  i t  i n  c o n n e c t i o n  
t h e r e w i t h ,  r e g a r d l e s s  o f  w h e t h e r  o r  n o t  t h e  P u r c h a s e r  
d o e s  o r  d o c s  n o t  r e c o g n i z e  t h e  v a l i d i t y  o f  t h e  
S t a l e ' s  c l a i m ;  p r o v i d e d  f u r t h e i  t h a t  t i n ;  P u r c h a s e r  
may a t  a n y  t. i ric a n d  f r om  t i n e  t <* t i r e  d e p o s i t  ani l  
m a i n t a i n  w i t h  t h e  C o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  
i n  l i e u  o f  a n y  s u c h  b o n d ,  c i t l f  r ( i )  a n  i r r e v o c a b l e  
l e t t e r  o r  l e t t e r s  o !  c r e d i t  a r l d f  t o  t n e  C o i -
i1 t i o n e  r o ( .. a I >; i 1 1 i s m i i  • • . , '  ; •* it I * I i .!. i ,
i s s u e d  by  a ha  t  i on a I a aid.  i n a i i . t i t  u t I on •*; t un
United .‘States, which is a mer.ti. i ,1 federal  .... t

I n s u r a n c e  Co t | o r  .< 1 1 on  a n )  h a s  . in o i w r e  l a  t n c a p .  I 
I lot ', U t p 1 Ui, i* 1 J * l e s s  t h a n  / * , ' ; , il s  . mi* I *. • I
na t ke t ab 1 •’ • him. * s , wh 1 * h i •• ip . v , t

Com i t  at.  l o n e r  o f  . r , : s t  1 a t  i on , .it u' .   ................. ..
b.  I r a n s  I o i  t td l i  «>•/ t Ip Cnncsi  ■*n • I < 1 . v
I j / s t cn t . /, r a • r •*! n r  ,■ t t o* , • ii:»,* . u 1 •
rtf I • i 11' ' " f  i r *  a r t  o i .  | ,,i 11 , i , « | ,
o r  I l l i l i  * i l . H i . i l . ; , '  n  u t i l n  . > , p . i p u ,
t l|> M t a I r 1,1 r *  e t  V I I I , IJ f I" •. I . I . t a in •
i In n i i ' i ; n i ' e , i  j ,. | p j .  i s ' l r * * .  ■» I ' , " r i o ,  . i
• i s litter or 1. »t. r: ot r.* t • a i i. i
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s e c u r i t i e s ,  t o g e t h e r  w i t h  a n y  p r o c e e d s  t h e r e o f ,  
t o  b e  h e l d  by  t h o  C c m m i s s i o n e r  f o r  t h e  s e c u r i t y  a n d  
b e n e  f i t  o f  t h e  S t a t e ;  a n d  e i t h e r  o f  ( i )  o r  ( i i )  t o  
b e  i n  f o r m  a n d  s u b s t a n c e  a p p r o v e d  b y  t h e  S t a t e .  I f  
m a r k e t a b l e  s e c u r i t i e s  a r c  s o  f u r n i s h e d ,  o t h o r  m a r k e t ­
a b l e  s e c u r i t i e s  w h i c h  n o c t  t h e  r e q u i r e m e n t s  o f  t h i s  
s u b p a r a g r a p h  ( a )  may b e  s u b s t i t u t e d  a t  a n y  t i m e  a n d  
f r o m  t i m e  t o  t i m e  f o r  a n y  p r e v i o u s l y  f u r n i s h e d  n a r -  
k e t a b l c  s e c u r i t i e s ,  a n d  t h e  m a r k e t a b l e  s e c u r i t i e s  s o  
f u r n i s h e d  s h a l l  b o  i n c r e a s e d  i f  a t  a n y  t i m e  t h e  f a i r  
m a r k e t  v a l u e  o f  t h o  s e c u r i t i e s  t h e n  h o l d  b y  t h e  
C o m m i s s i o n e r  i s  l e s s  t h a n ,  o r  may  b e  r e d u c e d  i f  t h e  
f a i r  m a r k e t  v a l u o  t h e r e o f  e x c e e d s ,  t h e  a m o u n t  o f  
t h e  b o n d  t h o n  r e q u i r e d  o f  P u r c h a s e r  h e r e u n d e r ,  o r
( i i i )  s e c u r i t y  w h i c h  i n  t h e  o p i n i o n  o f  t h o  Commi s ­
s i o n e r s  o f  N a t u r a l  R e s o u r c e s  a n d  A d m i n i s t r a t i o n  o f  
t h e  S t a t e  o f  A l a s k a  i s  o f  e q u a l  v a l u e  o f  t h e  s e c u r i t y  
a b o v e  d e s c r i b e d .

ARTICLE X I V .
S u c c e s s o r s  a n d  A s s i g n s :

T h i s  a g r e e m e n t  r . h a . l  b e  b i n d i n g  upon  a n d  i n u r e  t o  
t h e  b e n e f i t  o f  t h e  r e s p e c t i v e  l u c c e s n o r s  a n d  a s s i g n s  o f  t h o  
p a r  t i e .  h e r e t o ;  p r o v i d e d ,  h o w e v e r ,  n nr. s  I o n i a n  t  o r  t r a n o  t o r  
o f  a n y  k i n d  ( b y  o p e r a t i o n  o f  l a w  o r  o t h e r w i s e )  a l  i ' u r c l i . n .  •:  • . 
t i g h t s  h e r e u n d e r  s h a l l  ( w i t h c i l *  I hi- p r i o r  w r i t t e n  c o n s e n t  c l  
• h e  S t a t e )  r e l i e v e  t h o  o r i g i n a l  P u r c h a s e !  n •.mod h e r e i n  o f  1 t a 
o b l i g a t i o n . * !  I t e r e n i b l a r  i an. I  p r o v i d e d  f u r t h e :  t h a t  i n  t h e  ev«  t
I ' u r c n u t . a r  o r  a n y  : ,u ; i  . ; . nr  o f  t  s h a l l  make  a v r . l t n t a r y  n n s l g n -  
i i o h t  t i  c r e d i t o r s  o r  lit- f i n . i l l y  a d j u d g * d  a b a n k r u p t  i n  f e d i r a l  
b a n k r u p t c y  p r o c c e l i n g  . t h -  r . t . t e  . h a l l  l ine-  r.n l u t l l . u r  
o b l i g a t i o n  t o  o u c h  a tin i gn  i pg  o r  ban) ,  r i p  I p . i i t y  » li » l i t e r  t o  
p e r f o r i  h e  r e u n d *1 r . u n i e a  t h e  t a l e  i . i l l  t ■ i. , o  c b " . t  t o  
I o u t  t i l l  r t o  bit Ol. I I M i l ' l l  In-r i - i l l  d r  t .

ARTICU*. X

A p p i n d i x  A A . a t t a c h e  1 h e r e t o  e n d  -i .ul i  a p a r t  h e r e o f ,
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s o t s  f o r t h  a d d i t i o n a l  g e n e r a l  c o n t r a c t  p r o v i s i o n s  o f  t h i s  
c o n  t r a c t .

ARTICLE XV I .
1 .  E n t i r e  A g r e e m e n t : T h i s  a g r e e m e n t  c o n s t i t u t e s  t h e  

e n t i r e  a g r e e m e n t  b e t w e e n  t h e  S t a t e  a n d  P u r c h a s e r  r e l a t i n g  t o  
t h e  t j b j o r . t  n a t t e r  o f  t h . F  a g r e e m e n t ;  a n d  a l l  p r i  >r w r i t i n g s  
a n d  o r a l  u n d e r t a k i n g s ,  i f  a n y ,  h a v e  b e e n  i n t e g r a t e d  i n t o  a n d  
made  a p a r t  o f  t h i s  a g r e e m e n t .  T h i s  a g r e e m e n t  may  n o t  b e  
a l t e r e d  o r  a m e n d e d  i n  a n y  r e s p e c t  e x c e p t  i n  w r i t i n g  d u l y  
e x e c u t e d  b y  o r  i n  b e h a l f  o f  t h e  S t a t e  a n d  P u r c h a s e r .

2 .  T o p i c a l  H e a d i n g s : Th e  t o p i c a l  h e a d i n g s  u s e d  
h e r o i n  a r c  i n s e r t e d  f o r  c o n v e n i e n c e  o n l y ,  a n d  s h a l l  n o t  b e  
c o n s t r u e d  a s  h a v i n g  a n y  s u b s t a n t i v e  s i g n i f i c a n c e  o r  m e a n i n g  
w h a t s o e v e r ,  o r  a s  i n d i c a t i n g  t h a t  a l l  o f  t h e  p r o v i s i o n s  o f  
t h i s  a g r e e m e n t  r e l a t i n g  t o  a n y  p a r t i c u l a r  t o p i c  a r c  t o  b e  
f o u n d  i n  a n y  p a r t i c u l a r  a r t i c l e .

IN WITNESS WHEREOF,  t h e  S t a t e  h a s  c a u s e d  t h i s  a g r e e ­
m e n t  t o  b e  e x e c u t e d  b y  l t 3 C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  
a n d  C o m m i s s i o n e r  o f  A d m i n i s t r a t i o n ;  a n d  t h e  P u r c h a s e r  h a s  
c a u s e d  t h i s  a g r e e m e n t  t o  b e  e x e c u t e d  b y  i t s  P r e s i d e n t ,  t h e r e ­
u n t o  d u l y  a u t h o r i z e d ,  b y  i t s  b o a r d  o f  f J i r e  - t o r s  i n  a c c o r d a n t  , 
w i t h  t h e  c e r t i f i e d  c o p y  o f  t h e  r e s o l u t i o n  o f  s a r d  h o a r d  
a t t a c h e d  h e r e t o ,  »nd i t s  c o r p o r a t e  s u t i l ,  d u l y  a t t e s t e d ,  i
a f f i x e d  h e r e t o ,  n i l  i n  D u p l i c a t o  C r i g i n a l s  in o f  t i e  d a y  a n d  
y e a r  f i r s t  a b o v e  w r i t t e n .

THE STATE OF ALASKA

, ..  i o '/ / ' C ' V

C o m m i s s i o n e r  / C t t n n i t n i c i i u  r
N n p a r t n c n t  o f  Admi n  1 s t  r a t i o n  U o T v / r tm u n t , 3 f ' : i o t u r .  1 R e : / . u

The  f . t . i r a -
A I1 PRO VI. I) AL TO l O JN :  ALA I aA  O I L  >.e|J l i l l ' N I l hC  CO. I . 'Mf ia  * , ,
i C- ̂ ;* ' *

/ f o i  ^ u ^ l V.'/L1 iir ^  /■;.
A t t o r n e y  G e n e r a l  M a n *
S t a t e  o f  A 1 a s  : t

P u r e  m s e

- Jl



t/t , c e r t i f y  t h a t
X am t l i e  A s s i s t a n t  S e c r e t e  r y  j f  t h e  c o r p o r a t i o n  n ame d  a s  
P u r c h a s e r  i n  t h e  a t t a c h e d  c o n t r a c t ;  t h a t  / ,  , ! '  jS i // ( >i /,>•.■ 
who s i g n e d  s a i d  c o n t r a c t  on  b e h a l f  o f  t h e  P u r c h a s e r ,  wa s
t h e n  p j  ,• , , / ,  „  •/____________ o f  s a i d  c o r p o r a t i o n ;  t h a t  s a i d
c o n t r a c t  w a s  d u l y  s i g n e d  f o r  a n d  i n  b e h f l f  o f  s a i d  c o r p o r a t i o n  
b y  a u t h o r i t y  o f  i t s  g o v e r n i n g  b o d y ,  a n d  i s  w i t h i n  t h e  s c o p e  
o f  i t s  c o r p o r a t e  p o w e r s .

[ C o r p o r a t e . S e a l ]

- 22



APPENDIX AA 
A r t i c l e  A -  1 .  I n s p e c t i o n  a n d  R e p o r t s .

( a )  The  D e p a r t m e n t  s h a l l  h a v e  t h o  r i g h t  t o  i n s p e c t ,  
i n  s u c h  n a n n c r  a n d  a t  a l l  r e a s o n a b l e  t i m e s  a s  i t  d e e m s  
a p p r o p r i a t e ,  a l l  a c t i v i t i e s  o f  t h e  P u r c h a s e r  a r i s i n g  i n  t h o  
c o u r s e  o f  i t s  u n d e r t a k i n g s  u n d e r  t h i s  c o n t r a c t .

( b )  Th e  P u r c h a s e r  s h a l l  make  p r o g r e s s  a n d  o t h e r  
r e p o r t s  i n  s u c h  m a n n e r  a n d  a t  s u c h  t i m e s  a s  t h o  D e j > a r t n e n t  
may r e a s o n a b l y  r e q u i r e .
A r t i c l e  A -  2 .  S t a t e  S a v e d  H a r m l e s s .

Th e  P u r c h a s e r  s h a l l  h o l d  nnd  s a v e  t h e  S t a t e ,  i t s  
o f f i c e r s ,  a g e n t s  a n d  e m p l o y e e s ,  h a r m l e s s  f r om  l i a b i l i t y  o f  
a n y  n a t u r e  o r  k i n d ,  i n c l u d i n g  c o s t  a n d  e x p e n s e s ,  f o r  o r  on 
a c c o u n t  o f  a n y  o r  a l l  s u i t s  o r  d a m a g e s  o f  a n y  c h a r a c t e r  w h a t ­
s o e v e r  r e s u l t i n g  f r o m  i n j u r i e s  o r  d a m a g e s  s u s t a i n e d  b y  a n y  
p e r s o n  o r  p e r s o n s  o r  p r o p e r t y  b y  v i r t u e  o f  p e r f o r m a n c e  o f  
t h i s  c c n t r a c t .
A r t i c l e  A -  3 .  E q u a l  E m p l o y m e n t  O p p o r t u n i t y .

( a )  Th e  P u r c h a s e r  w i l l  n o t  d i s c r i m i n a t e  a g a i n s t  
a n y  e m p l o y e e  o r  a p p l i c a n t  f o r  e m p l o y m e n t  b e c a u s e  o f  r a c e ,  
c o l o r ,  r e l i g i o n ,  n a t i o n a l  o r i g i n ,  a n c e s t r y ,  a g e ,  o r  s e x .  Th e  
P u r c h a s e r  w i l l  t a k e  a f f i r m a t i v e  a c t i o n  t o  i n s u r e  t h . t  
a p p l i c a n t s  a r e  e m p l o y e d  a n d  t r t . i t  e m p l o y e e s  a r e  t r e . i l e . l  
d u r i n g  e m p l o y m e n t  w i t h o u t  r e g a r d  t o  t h e i r  r i c e ,  c o l o r ,  r e l i ­
g i o n ,  n i t i o n a l  o r i g i n ,  a n c e s t r y ,  a g e ,  o r  S u c h  a c t i o n
s h . , 1 1  i i c l u d e ,  b u t  n o t  b e  l i m i t e d  t o ,  t h e  f o l l o w i n g :  e m p l o y ­
m e n t ,  u p g r a d i n g ,  d u m o t i o n ,  o r  t r a n s f e r ;  r e c r u i t m e n t  o r  
r e c r u i t m e n t  t d v e r t  i  s  l u g ; l a y o f f  o r  t e r m i n a t i o n ,  r a t e r ,  o f  
p a y  o r  o t h e r  f o r m s  o f  c o m p e n s a t i o n ;  a n d  s e l e c t i o n  f o r  t r a i n ­
i n g ,  i  r. i J  t i d i n g  a p p r e n  t  i  c o a h i n , The  P u r c h a s e r  a g r e e s  t o  
p o s t  i n  c o n s |  i c u o u s  p l a c e s ,  a v a i l a b l e  t o  e m p l o y e e !  r, lei 
a p p l i c a r t s  f t r  e m p l o y m e n t ,  n o t i c e s  s e t t i n g  I a r t ' i  t h e  p r o v i -  
•-.1 o n ;  o f  t l l l r  n o n d i s c r i m i n a t i o n  c l a u s e .



( b )  Th e  P u r c h a s e r  s h a l l  s t a t e ,  i n  a l l  s o l i c i t a ­
t i o n s  o r  a d v e r t i s e m e n t s  f o r  e m p l o y e e s  t o  w o r k  on S t a t e  o f  
A l a s k a  c o n t r a c t  j o b s ,  t h a t  a l l  q u a l i f i e d  a p p l i c a n t s  w i l l  
r e c e i v e  c o n s i d e r a t i o n  f o r  e m p l o y m e n t  w i t h o u t  r e g a r d  t o  r a c e ,  
c o l o r ,  r e l i g i o n ,  n a t i o n a l  o r i g i n ,  a n c e s t r y ,  a g e ,  o r  s e x .

( c )  Tne  P u r c h a s e r  w i l l  s e n d  t o  e a c h  l a b o r  u n i o r  
o r  r e p r e s e n t a t i v e  o f  w o r k e r s  w i t h  w h i c h  t h e  P u r c h a s e r  h a s
a  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  o r  o t h e r  c o n t r a c t  o r  u n d e r ­
s t a n d i n g  a n o t i c e  a d v i s i n g  t h e  s a i d  l a b o r  u n i o n  o r  w o r k e r s '  
r e p r e s e n t a t i v e  o f  t h e  P u r c h a s e r ' s  c o m m i t m e n t s  u n d e r  t h i s  
s e c t i o n ,  a n d  s h a l l  p o s t  c o p i e s  o f  t h e  n o t i c e  i n  c o n s p i c u o u s  
p l a c e s  a v a i l a b l e  t o  a l l  e m p l o y e e s  a n d  a p p l i c a n t s  f o r  
e m p l o y m e n t .

( d)  The  P u r c h a s e r  w i l l  i n c l u d e  t h o  p r o v i s i o n s
o f  P a r a g r a p h s  ( a )  t h r o u g h  ( c )  o f  t h i s  S e c t i o n  i n  e v e r y  c o n ­
t r a c t ,  a n d  w i l l  r e q u i r e  t h e  i n c l u s i o n  o f  t h o s e  p r o v i s i o n s  
i n  o v e r y  s u b - c o n t r a c t  e n t e r e d  i n t o  b y  a n y  o f  i t s  s u b - c o n ­
t r a c t o r s ,  no  t h a t  s u c h  p r o v i s i o n s  w i l l  b e  b i n d i n g  u p o n  e a c h  
s u b - c o n t r a c t o r ,  a s  t h e  c a s e  ma y  b e .

( c )  The  P u r c h a s e r  a g r e e s  t h a t  h e  w i l l  f u l l y  c o ­
o p e r a t e  w i t h  t h e  o f f i c e  o r  a g e n c y  o f  t h e  S t a t e  o f  A l a s k a  
w h i c h  s e e k s  t o  d e a l  w i t h  t h e  p r o b l e m  o f  u n l a w f u l  o r  i n v i d i o u s
tl I s e r  i n i n . i  t  i o n , a n d  w i t h  . i l l  o t h e r  S t a t e  e f f o r t s  t o  g u a r a n ­
t e e  f a i r  E m p l o y m e n t  p r a c t i c e s  u n d e r  t h i s  c o n t r a c t ,  a n d  t i a i d  
P u r c h a s e r  w i l l  c o m p l y  p r o m p t l y  w i t h  a l l  r e q u e s t s  a n d  d i r e c ­
t i o n s  f r o m t h e  S t a t e  C o m m i s s i o n  f o r  Human n i g h t s  o r  a n y  o f  
i t n  o f f i c e r - ;  o r  a g e n t s  r e l a t i n g  t o  p r o v n n t i o i  o f  d i s c r i m i n a t o r y  
e m p l o y m e n t  p r a c t i c e .

( t )  f u l l  c o o p f  r a t i o . <  au e x p r e s s e d  i n  c l a u s e  ( o )
I '  r e g o i n g  s h a l l  i n c l u d e ,  b u t  n u t  bo  l i m i t e d  t o .  )•• 1110 a 

w i t n e s s  i n  a n y  p r o c e e d i n g  i n v o l v i n g  q u e s t i o n s  o i  u n l a w f u l  o r  
i n v i d i o u s  d i s c r i m i n a t i o n  i f  s u c h  i s  d e n n e d  n e c e s s a r y  b y  nnv  
o f f i c i a l  o r  a g e n c y  o f  t h e  S t a t u  o f  A l a s k a ,  p e r m i t t i n g



e m p l o y e e s  o f  s a i d  P u r c h a s e r  t o  b e  w i t n e s s e s  o r  c o m p l a i n a n t s  /
i n  a n y  p r o c e e d i n g  i n v o l v i n g  q u e s t i o n s  o f  u n l a w f u l  o r  i n v i ­
d i o u s  d i s c r i m i n a t i o n ,  i f  s u c h  i s  d e e m e d  n e c e s s a r y  b y  a n y  
o f f i c i a l  o r  a g e n c y  o f  t h e  S t a t e  o f  A l a s k a ,  p a r t i c i p a t i n g  i n  
m e e t i n g s ,  s u b m i t t i n g  p e r i o d i c  r e p o r t s  on t h e  e q u a l  e m p l o y ­
m e n t  a s p e c t s  o f  p r e s e n t  a n d  f u t u r e  e m p l o y m e n t ,  a s s i s t i n g  i n  
i n s p e c t i o n  o f  t h e  c o n s t r u c t i o n  s i t e ,  a n d  p r o m p t l y  c o m p l y i n g  
w i t h  a l l  S t a t e  d i r e c t i v e s  d e e m e d  e s s e n t i a l  b y  a n y  o f f i c e  o r  
a g e n c y  c f  t h e  S t a t o  o f  A l a s k a  t o  i n s u r e  c o m p l i a n c e  w i t h  a l l  
F e d e r a l  a n d  S t a t e  l a w s ,  r e g u l a t i o n s  a n d  p o l i c i e s  p e r t a i n i n g  
t o  t h e  p r e v e n t i o n  o f  d i s c r i m i n a t o r y  e m p l o y m e n t  p r a c t i c e s .

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

T h e  r e s p o n s i b l e  o f f i c e r  o v e r s e e i n g  c o m p l i a n c e  w i t h  
s u c h  f a i r  p r a c t i c e  a n d  n o n - d i s c r i m i n a t i o n  p r o v i s i o n  s h a l l  b e  
t h e  e x e c u t i v e  h e a d  o f  s u c h  d e p a r t m e n t  o r  o t h o r  a g e n c y  o f  t h e  
S t a t e  o f  A l a s k a  a s  i s  a  p a r t y  t o  t h o  c o n t r a c t .  S u c h  r e s p o n ­
s i b l e  o f f i c e r  s h a l l  r e p o r t  t o  t h e  S t a t e  C o m m i s s i o n  f o r  Human 
R i g h t s  w h e n e v e r  d i s c r i m i n a t o r y  p r a c t i c e s  a r c  b r o u g h t  t o  hi r .  
a t t e n t i o n .
A r t i c l e  A -  4 .  C o n s t r u c t i o n .

T h e  C o n t r a c t  s h a l l  n o t  b e  c o n s t r u e d  Co r  o r  a n . i i n s t  
u i t h o r  p a r t y  h e r e t o  on  t h o  b i s i a  t h a t  o u c h  p s r t y  c i d  o r  d i d  
n o t  a u t h o r  i t .



EXHIBIT "B"

MORTGAGE
T h i s  m o r t g a t c ,  made  t h i s d a y  o f »

1 0 6 9 ,  b y  ALASKAN OIL  AND REFINING COMPANY, a T e x a s  c o r p o r a ­
t i o n ,  ( o r  i t s  s u c c e s s o r  i n  i n t e r e s t ) ,  m o r t g a g o r ,  a n d  THE 
STATE OF ALASKA,  m o r t g a g o o ,

m o r t g a g e e  t h e  f o l l o w i n g  d e s c r i b e d  p r o p e r t y  s i t u a t e d  i n  t :he 
K e n a i  R e c o r d i n g  D i s t r i c t ,  S t a t e  o f  A l a s k a :

t o g e t h e r  w i t h  t h o  a t t a c h m e n t s ,  t e n e m e n t s ,  h e r e d i t a m e n t s ,  a n d  
a p p u r t e n a n c e s  now o r  h e r e a f t e r  b e l o n g i n g  o r  a p p e r t a i n i n g  
t h e r e t o ,  a n d  a l l  t h a  r e n t s ,  i s s u e s ,  a n d  p r o f i t s  o f  t h e  a b o v e -  
d e s c r i b e d  p r o p e r t y  ( p r o v i d e d ,  h o w e v e r ,  t h a t  t h e  m o r t g a g o r  s h a l l  
b e  e n t i t l e d  t o  c o l l e c t  a n d  r o t a i n  t h e  r e n t s ,  i s s u e s ,  a n d  
p r o f i t s  u n t i l  d e f a u l t  h e r e u n d e r ) ,  a n d  a l l  f i x t u r e s  now o r  
h e r e a f t e r  a t t a c h e d  t o  o r  u s e d  i n  c o n n e c t i o n  w i t h  t h e  p r e m i s e s  
n e r e i n  d e s c r i b e d .

o f  t h e  AGREEMENT FOR THE SALE AND PURCHASE OF STATE ROYALTY 
O I L ,  ( h e r e i n a f t e r  r e f e r r e d  t o  a s  " c r n t r a c t " ) ,  e n t e r e d  i n t oT~
L e t w u u n  t h e  m o r t g a g o r  a n u  m o r t g a g e e  a n d  d a t e

ho a n  a m o u n t  e q u i v a l e n t  t o  a l l  d a m a q e u  d i r e c t  a n d  i n d i r e c t ,  
s u f f e r e d  a n d  i n c u r r e d  b y  m o r t g a g e e  i n  ( l i e  e v e n t  o t  m o r t g a g o r ' s  
b r e a c h ,  n o n - p e r f o r m a n c e ,  o t  d e f a u l t  o t  s a i d  c o n t r a c t ,  up t o  
t h o  sum o f  5 2 , 5 0 0 , 0 0 0 .  M o r t g a g e e ' s  d a m a g e s  i n  s u c h  e v e n t  
s h a l l  i n c l u d e ,  h u t  n o t  b e  l i m i t e d  t o  t h e  f o l l o w i n g :  ( 1 )
t h o s e  a r i s i n g  o u t  o f  m o r t g a g o r ' : )  f a i l u r e  t o  p a y  t h e  c o n t r a c t ,  
p r i c e  f o r  r o y a l t y  o i l  d e l i v e r e d  l :o i t  b y  m o r t g a g e e :  ( 2 ) t h o s e
a r i n l n g  o u t  o f  m o r t g a g o r ' s  i n a b i l i t y  o r  r e f u s a l  t o  a c c e p t  
a n d  p a y  f o x  r o y a l t y  o i l  a c q u i t c d  b y  m o r t g a g e e  a s  a  r e s u l t  - f

WITNESSETH,  T h a t  t h o  m o r t g a g o r  m o r t g a g e s  t o  t h e

L o t  4 ,  S o u t h e a s t  q u a r t e r  o f  N o r t h w e s t  
Q u a r t e r ,  S e c t i o n  2 2 ,  T o w n s h i p  17 N o r t h  
R a n g e  12  W e s t ,  S e w a r d  M e r i d i a n ,  T h i r d  
J u d i c i a l  D i s t r i c t

T h i s  m o r t g a g e  i s  t o  s e c u r e  m o r t g a g o r ' s  p e r f o r m a n c e

, 1 9 6 9 .  The  s ums  s e c u r e d  b y  t l i  _ i



m o r t g a g e e ' s  r e l i a n c e  u p on  m o r t g a g o r ' s  p e r f o r m a n c e  u n d e r  
s a i d  c o n t r a c t ;  ( 3 )  a t t o r n e y ' s  f e e s  a n d  c o u r t  c o s t s .

T h i s  m o r t g a g e  s h a l l  b e  f o r e c l o s e d  i n  t h e  ma nn e r  p r o ­
v i d e d  i n  AS 0 9 . 4 5 . 1 7 0  a n d  f o l l o w i n g .

M o r t g a g o r  c o v e n a n t s  t h a t  ho i s  l a w f u l l y  s e i z e d  o f  
an  e s t a t e  i n  f e e  s i m p l e  h e r e i n ;  t h a t  t h e  p r e m i s e s  a r e  f r e e  o f  
a n y  e n c u m b r a n c e s ,  e x c e p t  a s  h e r e i n  o t h e r w i s e  r e c i t e d ;  t h a t  
he  w a r r a n t s  t h e  u s u a l  c o v e n a n t s  t o  t h e  s a n e  e x t e n t  a s  a 
s t a t u t o r y  w a r r a n t y  d e o d  u n d e r  t h e  l a w s  o f  t h o  S t a t e  o f  A l a s k a  
a nd  a l l  c o v e n a n t s  h e r e i n  m a d e ,  a n d  t h a t  h e  w i l l  d e f e n d  
a g a i n s t  a n y  b r e a c h  o f  a n y  o r  a l l  o f  t h e  s a m e .

M o r t g a g o r  f u r t h e r  a g r e e s  t o  i n s u r e  t h e  p r e m i s e s  
c o v e r e d  b y  t h i s  m o r t g a g e  a g a i n s t  l o s s  b y  f i r e  i n  a n  amo u n t  
e q u a l  t o  t h o  f a i r  m a r k e t  v a l u e  o f  t h e  p r e m i s e s .  S u c h  i n ­
s u r a n c e  s h a l l  bn i n  a c om p a n y  o r  c o m p a n i e s  s a t i s f a c t o r y  t o  
t h e  m o r t g a g e e  a n d  t h e  m o r t g a g e e  s h a l l  b e  n ame d  a s  b e n o f i c i a r y  
o f  s a i d  i n s u r a n c e  p o l i c y  a s  i t s  i n t e r e s t  ma y  a p p e a r ,  b u t  i n  
no e v e n t  I n  an  amo u n t  l e s s  t h a n  $ 2 , 5 0 0 , 0 0 0 .  M o r t g a g o r  s h a l l  
d e p o s i t  w i t h  m o r t g a g e e  c o p i e s  o f  t h o  i n s u r a n c e  p o l i c y  
r e q u i r e d  h y  t h i s  p a r a g r a p h .

M o r t g a g o r  a g r e e s  t o  p a y  t h e  p r e m i u m s  o f  t h e  i n s u r ­
a n c e  a nd  . i l l  t a x e s  a nd  a s s e s s m e n t s  u p on  t h e  m o r t g a g e d  p r e m i s e s  
when  t h e y  o c c o n o  d u e ,  a n d  f a i l u r e  t o  p a y  s u c h  p r e m i u m s ,  t a x e s  
a n d  a s s e s s m e n t s  s h a l l  c o n s t i t u t e  n d e f a u l t  u n d e r  t h e  a g r e e m e n t  
f o r  t h e  u n i n  a n d  p u r c h a s e  o f  r o y a l t y  o i l .

T h i s  D e e d  a p p l i e s  t o ,  i n u r e s  t o  t l . e  b e n e f i t  o f ,
•mi b i n d s  a l l  p a r t  l e u  h e r e t o ,  t h e i r  h e i r  . .  l o \ !At « ?PA,  d e v i s e e ; . ,  
j c l r r i m  t  r o t o r s , e x e c u t o r : ; ,  s u c c e s s o r s  a n  1 a s s i g n s .  In t h i s  
h e e d ,  w h e n e v e r  t h e  c o n t e x t  r.u r e q u i r e s ,  t h e  n t i i f j l i n c  g e n d e r  
I n c l u d e - ,  t h e  f e m i n i n e  a n d / o r  n e u t e r ,  a n d  t h e  s i n g u l a r  numbe r  
i n c l u d e s  t h o  p l u r a l .


