


Article X11.3. of the agreement provides that "Purchaser

is granted the right for two (2) successive three (3) year
periods to extend this contract by giving the State written
notice thereof not less than seven (7) months prior to

the end of the then expiring term. Any such renewal shall
be upon such terms and conditions as the parties may agree
to." The effective date of this agreement is January 1,
1970 (date of first delivery of crude) and ends eight (8)

years from date of first delivery (January 1, 1978).

As stated above, the original contract provides for extensions,
however, it is believed to be in the interest of both the
State and Tesoro to rewrite the basic agreement to reflect
anticipated changes in the petroleum industry in Alaska,

FEA price regulations, and considerations relating to the
Mandatory Petroleum Allocation Regulations. Therefore,

it is recommended that this agreement be extended for one

(1) year instead of three (3) years to allow for the development

of this information.

The State has three alternatives which are:
1. Allow tho contract to expire and take the oil in value.
2. Renegotiate the complete contract on a long term basis.

3. Extend current contract.



Should the State allow the contract to expire and take its royalty

in value, it is likely that it would not be allowed to do so
if Tesoro-Alaskan objected since they could claim relief

from FEA under the Mandatory Petroleum Allocation Regulations
in that crude oil Buyer/Seller relationships are frozen
unless the Buyer desires to terminate the agreement. Should
this occur, there would be no purpose of a competitive

bid since FEA could force the sale to continue to Tesoro-

Alaskan.

Tesoro-Alaskan is also the largest refiner in the State

and supplies a large portion of the petroleum market, therefore,
it may be considered that it is in the State's interest

to assure them an adequate crude supply. Tesoro supplies

a larger quantity of products to the State than royalty

oil purchased. There is no known refiner in Alaska whj

could purchase royalty crude oil and deliver the needed

products to the Alaskan market.

The need for competitive bid has been greatly reduced due

to the FEA crude oil price controls. The extension agreement
allows for the maximum price which could bhe obtained.

During the next year the State will learn much more about

the future price or value of Cook Inlet crude as a result

of the marketing of North Slope crude and related Federal

price regulations.



The State should have this information available when negotiat-
ing a new long term contract to insure thatthe bestprice
possible is obtairsd and the interests of the State are

protected.

The State presently receives the following for its royalty oil

produced in the Cook Inlet Basin:

Base Price for 40.0+ Degree API Crude

East Side (Old Oil) $5.26 per Barrel
West Side (Old Oil) $5,035 per Barrel
Adjustment for each ful

degree At-1 Gravitybelow 40.0 -$0.05 per Barrel
Adjustment for all oil over

15,000 BPD +$0,002 per Barrel
Adjustment of all oil

classified as NewO il +$5.05 per Barrel
Adjustment for transportation

all oil -$0,056 per Barrel

Note: Cleaning and dehydration charge 2.5C/Bbl 1976
(Paid by Tesoro) 5.85C/J3bI 1977

Tho Federal price controls allow for a gravity adjustment
reduction of 3C per Barrel for each full degree of APl gravity

below 40.9 API gravity. However, the orginal agreement calls

for the 5£ per Barrel indicated above which is the basis for the



current payment. The State has obtained gravity adjustment
as specified under the Federal Price controls for the Extension

agreement.

The extension for one (1) year gives the State needed time to
determine its best course since further information vill be
available to develop a contract in the best interest of the
State/ particularly since there is little advantage to do
otherwise. The State needs one full year lead time to
complete a contract due to the requirement in the lease

form to give 6 mor.ths notice to producers for the Stato to
take oil and gas in-kind and an additional 6 months

allowance for Royalty Board and Legislative approval.



APPROVAL OF THE EXTENSION OF THE AGREEMENT

FOR THE SALE AND PURCHASE OF STATE ROYALTY

OIL BETWEEN THE STATE OF ALASKA AND THE
TESORO-ALASKA PETROLEUM CORPORATION

WHEREAS, Alaska Statutes 38.06.050(a) and 38.05.183
require that the Alaska Royalty Oil and Gas Development
Advisory Board ("Board") grant to the Commissioner of
Natural Resources ("Commissioner") written approval for the
sale, exchange or other disposition of royalty oil or gas,
and

WHEREAS, Alaska Statute 38.05.182 requires that
the Board grant its consent to the taking of royalty oil or
gas in-kind, and

WHEREAS, the Board has been advised by the Commissioner

of the progress of negotiations and lias heard testimony, both
in public sessions and working sessions, from the purchaser,

WHEREAS, the Commissioner has now concluded his
negotiations with the purchaser and has presented to this
Board for its approval an Extension Agreement for the sale
of royalty crude oil from the Cook Inlet Basin (which crude
oil is identified more specifically in the contract), and

WHEREAS, This Board has carefully reviewed tho
proposed extension agreement and has received public comment
on the extension agreement, and

WHEREAS, This Board finds that the taking of
royalty crude oil in-kind to meet the obligations under the
agreement will serve an important public purpose and be
of general benefit Lo the public interest



NOW THEREFORE, the Alaska Royally Oil and Cas
Development: Advisory Hoard hereby grants its approval of the

Extension Agreement bhetween the State of Alaska and
Tcsoro-Alaska Petroleum Corporation and further approves the
taking in-kind of the royalty crude oil dedicated tc this contract

Approve Disapprove

Date: 3 = 7 -73JFP



APPROVAL OF REQUEST OF COMMISSIONER
OF NATURAL RESOURCES
TO REJECT APPLICATIONS

WHEREAS, Alaska Statute 38.06.050(b) prohibits
tho rejection of applications for the purchase of royalty
oil or gas by the Commissioner of Natural Resources
("Commissioner") without the approval of the Alaska Royalty
Oil and Gas Development Advisory Board ("Board"), and

h

WHEREAS, the Commissioner in conjunction with
his request for the sale of royalty crude oil to Tesoro-
Alaska Petroleum Corporation requests that he be allowed to
reject applications in conflict with the proposed sale, and

WHEREAS, this Board has reviewed all other application

for the purchase of royalty crude oil and heard public
comment thereon,

NOW THEREFORE, this Board hereby grants its
approval to reject applications to the extent such
applications are rendered infeasible or impossible by
the contracts for the sale of royalty crude oil approved
by this Board on this date.

Approve Disapprove

S "1

Date:



(a)
Advi

APPROVAL OF REQUEST OF COMMISSIONER OF NATURAL RESOURCES
TO WAIVE REQUIREMENT OF COMPETITIVE 1311)1)1110

WHEREAS, Alaska Statutes 38.06.050(c) nnd 38.05.383
and (c) require the Alaska Royalty Oil and Gas Development
sory Hoard ("Board") grant written approval to the

Commissioner of;, Natural Resources ("Commissioner") to
waive the requirement that royalty oil or gas be sold by
competitive bid, and

WHEREAS, the Commissioner has submitted to this

Board a request to waive the requirement of public bidding

with

respect to royalty crude oil from certain leases

which arc known commonly as the Cook Inlet Basin leases, and

WHEREAS, this Board has considered the request

of the Commissioner and finds the Commissioner's reasons
sufficient to justify a waiver of the requirement for public
bidding in the public interest;

NOW THEREFORE, the Alaska Royalty Oil and Cas

Development Advisory Board hereby grants to the Commissioner

of N

atural Resources its approval of his request to waive

public bidding.

Approve Disapprove

Date:

s\

K1



EXTENSION OF
AGREEMENT FOR THE SALE
AND PURCHASE OF STATE ROYALTY OIL

THIS EXTENSION, entered into by and between the STATE OF
ALASKA ("STATE"), acting by and through its Commissioner of Natural
Resources with the consent of the Alaska Royalty Oil and Gas Development
Advisory Board pursuant to AS 38. 05, 182, AS 38. 05. 183 and AS 38. 06
and TESORO-ALASKAN PETROLEUM COMPANY ("TESORO-ALASKAN").

WITNESSETI-I:

WHEREAS, the STATE entered into that certain agreement en-
titled "AGREEMENT FOR THE SALE AND PURCHASE OF STATE OF
ALASKA ROYALTY OIL"™ ("Agreement") with Alaskan 0il and Refining
Company as of January 31, 1969; and

WHEREAS, TESORO-ALASKAN is the legal successor in due
course to Alaskan Oil and Refining Company and the Alaskan Oil and Re-
fining Company's rights, duties and obligations under the Agreement;
and

WHEREAS, the paragraph numbered "1" of Article XII of the
Agreement provides in pertinent part that the Agreement "shall continue
and remain in full force and effect for a term beginning the date hereof
and ending eight (8) years from the Date of First Delivery:" and

WHEREAS, the "Date of First Delivery™ referred to in the

aforesaid paragraph of the Agreement was January I, 1970; and



WHEREAS, beginning on and since that date the STATE ha3
sold royalty oil to TESORO-ALASKAN pursuant to the Agreement; and

WHEREAS, the STATE believes a one year extension of the
sale of royalty oil to TESORO-ALASKAN for use in TESORO-ALASKAN'S
Kenai Refinery is in the best interest of the STATE;

NOW THEREFORE, in consideration of the foregoing and in
consideration of the mutual covenants and agreements herein contained,
the STATE and TESORO-ALASKAN covenant and agree as follows:

ARTICLE I. EXTENSION

Article XU, Paragraph 1 of the Agreement shall be amended
by the deletion thereof in its entirety and the substitution of the following:

I, The primary term of thi3 contrac’, shall extend

to and include December 31, 1978, and shall be

upon the same terms and conditions as provided

herein, except, however, that the price to be

paid by TESORO-ALASKAN to the STATE for

royalty oil shall be in accordance with the

provisions of Article U of tills extension,
ARTICLE Il. PRICE

Commencing January 1, 1978, TESORO-ALASKAN will pay to
the STATE for royalty oil sold and delivered to it ﬁe highest price allowed
under federal price controls for crude oil of like quality and gravity pro-
duced from fields in the Cook Inlet Area. It is understood and agreed
that the highest price allowed under federal price controls, as referred
to above, includes a premium of two cents (2t!) per barrel for up to
5000 barrels per day taken (pursuant to Paragraph 2 of Article Il of
the Agreement) in addition to the Contract Quantity of 15,000 barrels

per day.

2



Jn the event the price of crude oil subject to this contract should
cease to be regulated by the federal government during the period of lime
covered by this extension then and in that event TESORO-ALASKAN will
pay to the STATE for the Contract Quantity of 15,000 barrels per day of
royalty oil delivered to itin accordance with Article V of the Agreement.
TESORO-ALASKAN shall pay to the STATE the price determined as im-
mediately set forth, above, plus a premium of two cents (2£) per barrel
for all royalty oil delivered to it in excess of 15,000 uarrels per day,

ARTICLE 11I. IN-STATE USE

TESORO-ALASKAN agrees that all oil purchased under the terms
of this extension shall (a) be refined only in TESORO-ALASKAN'S Kenai
Refinery or (b) shall be traded for an equal quantity of Alaskan crude
0-I which shall be refined in TESORO-ALASKAN'S Kenai Refinery,

ARTICLE IV. RATIFICATION

Except as hereinabove expressly modified, the Agreement (and
all of its terms to the extent heretofore modified) shall remain in full
force and effect.

ARTICLE V. APPROVAL OF ALASKA
STATE LEGISLATURE REQUIRED

If, on or before May 15, 1977, the Alaska State Legislature shall
not have approved this Extension of the Agreement by a concurrent
resolution concurred in by a majority of the members of each House,
and this Extension of the Agreement shall not have been executed by the

Stale of Alaska and in force and effect, as of such date, then this document

)



shall be null and void and of no force or effect, tho same as if it bad

never bheen made.

IN WITNESS WHEREOQOF, the STATE has caused this Extension
to be executed by its Commissioner of Natural Resources with the
consent of the Alaska Royalty Oil and Gas Development Advisory Board
(a copy of the resolution of the said Board consenting to this Extension
Is attached hereto as Exhibit A) and TESORO-ALASKAN has caused this
Extension to be executed by its duly authorized officer, all in duplicate

originals as of this day of /v , 1977,

THE STATE OF ALASKA TESORO-ALASKAN PETROLEUM
COMPANY

Alioy—R-.—Ma-r-tin- N RikiEk
Commissioner of Natural
Resources

®



March
Tho honorable. Hugh riudone
Speaker of tho House
Aiaoka State: Legislature
Juneau, Alaska 29811
Dear Hr. Spanker
Under tho authority of art. 111,

Constitution, | run transmitting
legislative approval to
agreement
tife purchase of royalty
area. AS 30,0C«0S!)(a)
owned royalty oil

current resolution of

provides
tho

The Alaska Boya.lkv Oil and Cas

a one-year
between Tusoro-Alaskan
crude ol
that no
may ho made unless

legislature.

Davolonmonhb

/ tc* fE£> */

1277

non, 10 of tho Alaska
resolution giving
ontension of the
Petroleum Company for
from, tho Cook Inlet
sale of state-
approved by con-

and Advisory

board has reviewed tha o;:tonsion and granted its op-
poviil on March 9, 1977. Tho Board's declarations and
findings are included in tha material submitted to

each legislator today. Va would be pleased to assist
you with any additional information which you request.
Tho present agreement between the state and Tesoro-
Alaskan w ill orpin* on Doccmbar 31, 1977. Tor.oro-
Alfiskan has expressed its desire to continue purchasi ¢
state royalty oil from Cook Inlet, and | believe it i
in the best interests of the state to continue* to sell
that oil to Tcv.'aro-Alaskon. Tasoro-Alaskan is tho
largest refiner in the state and supplies a large por-
tion of tho Alaskan petroleum market. It supplies

a larger quantity of petroleum products to Alusknn
consumers than royalty oil purchased.

As you know, tho Vodersl Vnergy Administration cur-
rently controls tho ceiling price of all domestic

crude oil, including that produced in the Coo}: Inlot*
This Batons.ion Agreement provides for the state to
receive tho ii.ixiriuat known price for the oil which can »

bn obtained under Lhasa

regulations.



The FLA, under tho Mandatory Petrolcum 7vilocat.ion P.og-
ulat:ions, has also fro/.rn crude oil Buycr/Fallcr re-
lationships unless tho. Buym: desire» to terminate.

Tho Tesoro-Alaskan Petroleum Company does not wish to
terminate but Las expressed tho desire to exton:! the
Curront nyraorient.

This resolution authoriten only n onc-yoar extension
of the existing nyrour.ionk no that vio night have ad-

ditional tiv.,c to consider lcny-rnnyc use of Cook Inlet
royalty oil

Thank you for your consideration.

Sincerely,

Joy C. llawmen<g
Governor



RECORDS
- CERTIFICATION

, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
reqular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of tho original records

after microfilm reproductions have been made.

& m
/ Signature of Camera Operator Date



RECORDS
CERTIFICATION

|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the StatB of Alaska as accumulated during the
reqular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

jy Signature of Cameral Operator Date



ApnrAvinK the extanslon of the Teaoro-Alastcan Petroleum Company aftrecarient

ecynlty crude oil taken id.
COMMITTEE REPORT
J* *//
HOUSE
Date

Mr. Speaker
The Committee on IvA has had  YCF
under consideration. A majority of the members of the Committee
/t~7  recommends it do pass
rj recommends it donot pass
/~7 recommends it dopass withattachedamendment(s)
[~1 recommends it bereplacedwith CSfor _ and that

CS for do pass

[ I (and) recommends it be referred to the
committee

/~T7 reports it back without recommendation

| | AND attaches a report of its intent

/~7 (other)

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:
recommends:

recommends:

recommends:

Chairman



HOUSE FINANCE COMMITTEE

LETTER OF INTENT ON HCR 43

It is the intent of the House Finance Committee in
recommending the approval of HCR 43, that the State of
Alaska incorporate in any future negotiations with Tesoro-
Alaska Petroleum Company an effort to secure some benefits
to the Alaska consumer, including but not limited to lower

fuel prices and greater availability ol proleum jiroducts

Steve Cowper
Chairman
House Finance
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Introduced: 3/23/77
Referred: Finance

BY THE RULES COMMITTEE BY

1 IN THE HOUSE REQUEST OF THE GOVERNOR
2 HOUSE CONCURRENT RESOLUTION NO. 43

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TENTH LEGISLATURE - FIRST SESSION

1 Approving the extension of the

6 Tesoro-Alaskan Petroleum Company

agreement to purchase royalty crude

d oil taken in-kind
V' BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
D WHEREAS, under AS 38.06.055(a), each house of the legislature must

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

P before the sale may be consummated; and

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

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

15
ld

fields in the Cook Inlet area; and

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

v THE SALE AND PURCHASE OF STATE OF ALASKA ROYALTY OIL™ (“agreement™) with
IR

v

Alaskan Oil nnd Refining Company as of January 31, 1969; and
WHEREAS, Tesoro-Alaskan Petroleum Company is the legal successor to

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

J
under the agreement; and

D 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

#1
/additional information is needed before negotiating the best possible long

term agreement; and

WHEREAS, the commissioner of natural resources has entered into an

/a
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
-1- HCR 43
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To: SENATE BILL No. /99__
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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 Qil 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

-1- HR
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3

[one year; and
WHEREAS, the Alaska Royalty Oil and Gas Development Advisory Board

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

da from fields in theCook 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 Alaskaand 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
]Agreement For The Sale and Purchase of State Royalty Oil" dated March 3,

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

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

I
h
i

Y
n

11"

fields in the Cook Inlet area is hereby approved.

r

o»l



Hlarch 22, 1977

Tho Honorable.- Hugh Ha.lonc
Dpcakcr o"; Uhu Kotvx*
Alaska Citato Legislature
Juneau, Al" ;ka 97011

n.;ar Hr. fipoaker:

Unci“.'); tho authority of art. I1l, noo. 18 of the Alo.ulcu
C.vr.nofcikv.tio-i, | nr" trann;aitti;ur a resolution c/lvir.rf
loffiiilativo approval to a ono-ycar extension of the;
ayt'offr;lont betv'een V¥ajoro-Alank.m Vec.trolt wm Company for

the purchase of voval Lv crr*-ii-. oil frc-u the* Coo):, Inlet
area. AD If').0C,Dai(a) previles that do talo of aleito--
o".;;:od royalty oil .y be riaOc; unions approved by con**

crorcat resolution of tho loginlaturo.

‘'he Alaot.a royalty Oj.l and Ghm Ilcvgloo* mt and /-.cJvinory
)>0:-ra hn.n reviewed tho =e;tension and arnoix"d 1le ap-
poval on =frch 9, .1.977. Tim hoard's dr.cilnrotifer. and
findin'jt* nr.; .Included in the nafcoriai submitted to

each legislator today, V'c v-onld ke~ ploae.ccl to urjnint
you with any additional in for.i-it-ion "vMdi yon. runout.

7 "if oro.v. .iJ: ayjox!_-at hotv** a the eta arid Tcrovo-
7.1a.f a.f Jd cue.lr<eon *orccaio)* 113, 1 77. Tonoro-
Al as,ban har; or.lv e it.: do;.;v.i to coat lira:- purcrvartiivj
etc t; royn 1ty oil _iinr, Coo); Yul!of, and I believe it in
ii* the L :d. .int ire . off tho stale to oonfinu; to soli
thulL oil to "orcro- ;iu:;kan, 7c"o;»c»-/Jv/eo;u e the

at r in 1" mat 1« ; " :i a lar ®por—
tion of (;)./ ill ;o ::in -ftol e.nvh''l.. It nuppliou

c. 'm)- < t airily of min,’'. ;mp*roc.K :r. to Al > a

Culanr:ia i wm ijyaity Oit mms m ;J

igi ye-o lra  tlo v A\l it
30:tF v Hlcol osemiitQ JVeC of oll. 10livril a
covt* oil, i oeie arn Lian |n* e xinm th Con); Ivilcl,
7w .0 taio.t N for B —ji'wAC; to
0 jvu Vi I Ty > the oil \v'. — fm;

ho djitci: 1 eamirr MI. 0 7Vierfl "if?U",.



The* ZV.hf under the clatory retl..rolcun J.\local::lem Uog-~

NTATF3.0i?7r~ ;~77]1.M6 Trrmon onm oil

Ualornhilym union:; L':a Duym: don:*w?:s to tnorjliuito.

Tho Tcmoya-vUrnlnu “rokx"olouxi Cmvpaiu/ do:*:; not vwrh l.o__
?imm; c::pril«cc-U too door) o to cxtoncT tho *

current Cepjat)ntj

This rcsolul.ion authorises only a or.a-yextension,

0i: tho existing ncjroe.mdfc v.o tint: vc sweet have ad-
ditional Live to consider long-range u>o0 of Coo;: I'nlr.1;

royalty oil
‘(Mank you for your consideration.

Sincerely.

Jay S. Hai.moncl.
Governor



JAY S. HAMMOND
50VCMNGH ';VS#

Statlk oM™ Araska

orrtcE ur the ggvetrn gm
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The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99811
Dear Mr. Speaker
Under the authority of art. II1l, sec. 18 of the Alaska
Constitution, | am transmitting a resolution giving

legislative approval to a one-year extension of the
agreement between Tesoro-Alaskan Petroleum Company for
the purchase of royalty crude oil from the Cook Inlet
area. AS 38.06.055(a) provides that no sale of state-
owned royalty oil may be made unless approved by con-
current resolution of the legislature.

The | 'ka Royalty Oil and Gas Development and Advisory
Board .las reviewed the extension and granted its ap-
poval on March 8, 1977. The Board's declarations and
findings are included in the material submitted to

each legislator today. We would be pleased to assist
you with any additional information which you request.

The present agreement hetween the state and Tesoro-
Alaskan will expire on December 31, 1977. Tesoro-
Alaskan has expressed its desire to continue purchasing
state royalty oil from Cook Inlet, and | believe it is
in the best interests of the state to continue to sell
that oil to Tesoro-Alaskan. Tesoro-Alaskan is the
largest refiner in the state and supplies a large por-
tion of the Alaskan petroleum market. It supplies

a larger quantity of petroleum products to Alaskan
consumers than royalty oil purchased.

As you know, the Federal Energy Administration cur-
rently controls the ceiling price of all domestic
crude oil, including that produced in the Cook Inlet.
This Extension Agreement provides for tho state to
receive the maximum known price for the oil which can
be obtained under these regulations.



The FEA, under the Mandatory Petroleum Allocation Reg-
ulations, has also frozen crude oil Buyer/Seller re-
lationships unless the Buyer desires to terminate

The Tesoro-Alaskan Petroleum Company does not wish to
terminate but has expressed the desire to extend the

current agreement.

This resolution authorizes only a one-year extension
of the existing agreement so that we might have ad-
ditional time to consider long-range use of Cook Inlet
royalty oil,

[}

Thank you for your co
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Tho Honorable Hath

L-lt# ;. ox' %*1 tho iiou.uu
M r ; ° a ffcatc: legislatur.e
.Tan O fsu [ Alaahn 33K1X
D ?a H r S peaker
Und ™ th ; authority of aut. 711, sen. 13 of the A la :rtha
Con i.tutiou, J jusd tr.v.r ::d\:ti'Ap a r*.solution civinecr
legq I'n tiv o approval t o n one-year o;:tens:i on c>f '".ho
agr LlLimeat b ->tl1uun Tesoro ar.);an vO0O trolcuia COrr.prrny for
the ixrsha:to ex royalty UX'Uilo 0OXJ. frctn r.liu Coo): |n71-st'.
<iro JW m/. r,,rv)n(_r_f‘]\*i..-j )?i;ov.ides t hcit no m ic o f stn to -
ownoo .royally o il nay b o kwlJg nal ons approved by co il-
cur at resolution o f too lop 1l d a fur o
as k a R oyalty o il a.n d Car: Di«volomr.ont end J.dv.i no.ry

no < _ flI has ruvis< ‘'.--1 the c ::tons.ion a id oraritotl its ip °
p ov a on larch 8 , 1377 j’io Boarcl‘n tied o:ations a::ul
i in <li nos a?:-" included mw the na? aviol nn'i.iiffotl t o
cue h 1<.'jis l1ator tod:;.y. b o coul~”n 1m r»>lior *i d Lo o ri;.i o
y ou \:ith any ..dd.it ton al iufoxi! *1.10 i u'Jilcl; y ou rcsji o ;JC -
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The* FIhr under tho Mandatory Potrolovvu Allocation Peg-
ui atie f has alro fror."-n crude oil nayor/." ;llor re—
lationships uul.cfu; tha buye r do3iro: bo teriTO-.nato.

The To.::oro~A".Ln:;kun Petrol ura cou.ony does nob \jish to
terrainate but has expresses! hho desire to c.ntorid. tho
currant r.grecr.vjn t,

This resolution authorises only n one-yenr (i-utcnsi.cn
of the c;:istJng agrae..;i0lit no that *e night have ad-
diticnu.l L'r;0 to consider loiig-rang; uso of Coo0): Inlet
royalty oil.

Thank you for your consideration.

Gineerely.

Jay G, Ih-u »d
Governor



Introduced: 3/23/77
Referred: Finance

BY THE RULES COMMITTEE BY

| "IN THE HOUSE REQUEST OF THE GOVERNOR

2 HOUSE CONCURRENT RESOLUTION NO. A3

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A TENTH LEGISLATURE - FIRST SESSION

5 Approving the extension of the

6 Tesoro-Alaskan Petroleum Company

[ agreement to purchase royalty crude
8 oil taken in-kind

J 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

2
13
u . . . . . . .
oil and gas leases to receive royalty oil either in-kind or in-value from
5 fields in the Cook Inlet area; and

B

WHEREAS, the state entered into an agreement entitled "AGREEMENT FOR
v THE SALE AND PURCHASE OF STATE OF ALASKA ROYALTY OIL"™ ("agreement") with

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

v 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

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

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

' WHEREAS, the commissioner of natural resources has determined that

P additional information is needed before negotiating the best possible long
term agreement; and

B 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



one year; and
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
jone year; and
6 WHEREAS, the legislature has reviewed this extension and conducted
1 hhearings 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

10 in compliance with all requirements of law;

1 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,

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

]1jnatural resources, Tor the sale and purchase of royalty crude oil from

b Ifields in the Cook Inlet area is hereby approved.
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IN THE HOUSE EEQUEETRBLE?HEOWEF\[&BRBY

HOUSE CONCURRENT RESOLUTION NO.
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 hest possible long
term agreement; and

WHEREAS, the commissioner of natural resources has entered into an

agreement to extend the agreement for thesale of royalty crude oil from
fields in the Cook Inlet area to Tesoro-Alaskan Petroleum Company for

-1-



V WHEREAS, the Alaska Royalty Oil and Gas Development Advisory Board
3 approved the extension of the agreement for the sale of royalty crude oil

I from fields in the Cook Inlet area to Tesoro-Alaskan Petroleum Company fo

> one year; and

6 WHEREAS, the legislature has reviewed this extension and conducted
7 hearings and otherwise received public input on this extension; and
b WHEREAS, the legislature finds this extension to he in the public

Vi interest of Alaska and its people, andfurther finds that this extension

D iy compliance with all requirements oflaw;

n BE IT RESOLVED by the Alaska State Legislature that the "Extension
¥ Agreement For The Sale and Purchase ofState Royalty Oil" dated March 8,
13 1977, with the Tesoro-Alaskan Petroleum Company and the commissioner of
14

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

fields in the Cook Inlet area is hereby approved.

r
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0 f



(01001D

DEPARTMENT OF NATURAL RESOURCES
OFFICE OF THE COMMISSIONER

T |Members, Alaska Royalty 0il and Gas
Development Advisory Board

date February 22, 1977

subject:]?},tension of Tesoro-Alaskan
contract for purchase of
Cook Inflet crude oil

Under the statute creating the Alaska Royalty Oil
and Gas Development Advisory Board, the Board must grant its
prior written approval to a sale of royalty oil or gas. The
Board must also give its consent or approval to several
other matters related to a sale. This memorandum is intended
to present a formal request to the Board for all approvals
necessary to effectuate a sale in compliance with the
statutory obligations of AS 38.05 and AS 38.06

1. Pursuant to AS 38.06.050(c) and
AS 38.05.133(a) and (c), | ask this Board to
waive the requirement that royalty crude oil
from the Cook Inlet Basin be offered for sale
by competitive bid.

2. Pursuant to AS 38.05.182 and AS 38.05.183
and AS 38.06.050(a), | hereby ask this Board
to grant its consent to take royalty crude oi
from the Cook Inlet Basin in-kind and to approve
the sale of that crude oil to Tosoro-Alaska
Petroleum Corporation pursuant to the terms of
the agreement entitled "Agreement for the Sale
and Purchase of State Royalty Oil" dated 31st
January, 1969 between the Stato of Alaska and
Alaskan O il and Refining Company and tho Extension
Agreement between the State of Alaska and Tesoro-
Alaska Petroleum Corporation (legal successor to
Alaskan Oil and Refining Company) dated
February 22, 1977.



Pag .; 2
Alaska Royalty Board
February 22, 1977

3. Pursuant to AS 33.06.050(b) I hereby ask the
Board to grant approval of rejection of all
other applications to purchase royalty crude
oil from the Cook Inlet Basin leases which are
inconsistent with the proposed sale.

I have, in the past, advised the Board of the
status of negotiations for the extension of this agreement for

the sale of royalty crude oil from the Cook Inlet Basin. All
of the approvals which I am now requesting of the Board have
been discussed by the Board 1in conceptual terms. I am prepared

to present to the Board the specific policy basis and to answer
any questions the Board members may have.

GRM:jI



Reason for Extension of Agreement for the
Sale and Purchase of State Royalty 0Oil to
Tesoro-Alaskan Petroleum Corporation

This 1is regarding the extension of the agreement entitled
"Agreement for the Sale and Purchase of the State Royalty
Oil" dated 31st January, 1969 between the State of Alaska
and Alaskan Oil and Refining Company. Tesoro-Alaskan Petro
leum Corporation has become the legal successor to Alaskan

Oil and Refining Company.

The effective date of the orginal agreement was January 1,
1970 (date of first delivery of crude) and ends eight (8)
years from date of first delivery (January 1, 1978).
However, Article X11.3 of the original agreement states
that "Purchaser is granted the right for two (2) successive
three (3) year periods to extend this contract by giving
the State written notice thereof not less than seven (7)
months prior to the end of the then expiring term. Any
such renewal shall be upon such terms and conditions as

the parties may agree to." The intent of the original
contract does provide for the extensions as stated, however
it is believed to be in the interest of both the State and
Tesoro to rewrite the basic agreement to reflect future
anticipated changes in the petroleum industry in Alaska,
FEA price regulations, and considerations relating to the

Mandatory Petroleum Allocation Regulations when they become



known during the next year. At the present time, there
is not believed to be sufficient incentive for the State
to take any other course than to extend the current agreement

for a short time.

The Federal Energy Administration currently controls the
ceiling price of all domestic crude oil, including that
produced in the Cook Inlet. The Extension Agreement provides
for the maximum known price which could be obtained under

these regulations.

During the next year the State will learn much more about
the future price or value of Cook Inlet crude as a result
of the marketing of North Slope crude and related Federal
price regulations. It is not currently known whether the
price or value of North Slope crude will affect the price
or value of Cook Inlet crude. An important consideration
is that Cook Inlet crude is a much higher quality than
North Slope crude. The State should have this information
available before negotiating a new long term contract with
Tesoro to insure that the best price possible is obtained

and the interests of the State are protected.

The State presently receives the following for its royalty

oil produced in the Cook Inlet Basin:



Base Price for 40.0+ Degree APl Crude

East Side (Old Oil) $5.26 per Barrel
West Side (OId Oil ) $5,035 per Barrel
Adjustment for each full

degree APl Gravitybelow 40.0 -$0.05 per Barrel
Adjustment for all oil over

15,000 BPD +$0.02 per Barrel
Adjustment for all oil

classified as NewOil +$5.85 per Barrel
Adjustment for transportation

all oil -$0,056 per Barrel

Note: Cleaning and dehydration charge 2.5"/Bbl 1976

(Paid by Tesoro) 5.85C/Bbl 1977

The Federal price controls allow for a gravity adjustment
reduction of 3C per Barrel for each full degree of APl gravity
below 40.9 API gravity. However, the orginalagreement calls
for the 5C per Barrel indicated above whichis the basis

for the current payment. The State has received gravity
adjustment as specified under the Federal Price controls

for the Extension agreement.

Should the State allow the contract to expire and take the
oil in value, it is possible that it would not be allowed to do

so if Tesoro-Alaskan objected since they would claim relief

-3-



from FEA under the Mandatory Petroleum Allocation Regulations
in that crude oil Buyer/Seller relationships are currently
frozen unless the Buyer desires to terminate the agreement.
Certainly, Tesoro does not wish to terminate their supply

of crude oil.

Tesoro-Alaskan is also the largest refiner in the State
and supplies a large portion of the petroleum market.

It may be considered that it is in the State®"s 1interest

to assure them an adequate crude supply. Tesoro currently
supplies a larger quantity of products to the State than

royalty oil purchased.

The extension for one (1) year gives the State needed time

to determine its best course since further information will

be available to develop a contract in the best interest of

the State, particulary since there is little advantage to do
otherwise. The State needs one full year lead time to
complete a contract due to the requirement in the lease form
to give six months notice to producers for the State to take
oil and gas in-kind and an additional six months allowance for

Royalty Board and Legislative approval.

This extension will also allow time for the Department of
Natural Resources to determine if this oil should be disposed

of by competitive bid if another bidder for the oil for in-state
use can be obtained. Presently no other known qualified

bidder exists.



TESORO-ALASKAN PETROLEUM COMPANY

Extension of the Agreement to Purchase State
Royalty Crude Oil

Findings and Conclusions of the Commissioner
Pursuant to Alaska Statute 38.05.183(c)

Alaska Statute, AS 38.05.183(c), requires that the
Commissioner of Natural Resources make public, 1in writing,
the specific findings and conclusions upon which a deter—
mination not to use competitive bid procedures 1is based
for a sale of Alaska royalty oil or gas. Publication 1is
to follow approval of the determination by the Alaska Royalty
Oil and Gas Development Advisory Board. On March 8, 1977,
the Royalty Board did approve the Commissioner®s determination
to waive the competitive bidding requirement for sale of
royalty oil to the Tesoro-Alaskan Petroleum Company by extending
for one (1) year the agreement entitled "Agreement for
the Sale and Purchase of State Royalty Oil" dated 31st
January 1969 between the State of Alaska and Alaskan O0il
and Refining Company. (Tesoro-Alaskan Petroleum Corporation
has become the legal successor to Alaskan Oil and Refining
Company.) Accordingly, these written findings and conclusions
are submitted in fulfillment of the requirements of AS

38.05.183(c).



Article XIl1.3. of the agreement provides that "Purchaser

is granted the right for two (2) successive three (3) year
periods to extend this contract by giving the State written
notice thereof not less than seven (7) months prior to

the end of the then expiring term. Any such renewal shall
be upon such terms and conditions as the parties may agree
to." The effective date of this agreement is January 1,
1970 (date of first delivery of crude) and ends eight (8)

years from date of first delivery (January 1, 1978).

As stated above, the original contract provides for extensions,
however, it is believed to be in the interest of both the

State and Tesoro to rewrite the basic agreement to reflect
anticipated changes in the petroleum industry in Alaska,

FEA price regulations, and considerations relating to the
Mandatory Petroleum Allocation Regulations. Therefore,

it is recommended that this agreement be extended for one

(1) year instead of three (3) years to allow for the development

of this information.

The State has three alternatives which are:
1. Allow the contract to expire and take the oil in value.
2. Renegotiate the complete contract on a long term basis.

3. Extend current contract.



Should the State allow the contract to expire and take its royalty
in value, it is likely that it would not be allowed to do so

if Tesoro-Alaskan objected since chey could claim relief

from FEA under the Mandatory Petroleum Allocation Regulations

in that crude oil Buyer/Seller relationships are frozen

unless the Buyer desires to terminate the agreement. Should

this occur, there would be no purpose of a competitive

bid since FEA could force the sale to continue to Tesoro-

Alaskan.

Tesoro-Alaskan 1is also the largest refiner in the State

and supplies a large portion of the petroleum market, therefore,
it may be considered that it is in the State®"s interest

to assure them an adequate crude supply. Tesoro supplies

a larger quantity of products to the State than royalty

oil purchased. There 1is no known refiner in Alaska who

could purchase royalty crude oil and deliver the needed

products to the Alaskan market.

The need for competitive bid has been greatly reduced due

to the FEA crude oil price controls. The extension agreement
allows for the maximum price which could be obtained.

During the next year the State will learn much more about

the future price or value of Cook Inlet crude as a result

of the marketing of North Slope crude and related Federal

price regulations.



The State should have this information available when negotiat—
ing a new long term contract to insure that thebestprice
possible is obtained and the interests of the State are

protected.

The State presently receives the following for its royalty oil

produced in the Cook Inlet Basin:

Base Price for 40.0+ Degree APl Crude

East Side (Old 0il) $5.26 per Barrel
West Side (Old Oil) $5,035 per Barrel
Adjustment for each full

degree APl Gravitybelow 40.0 -$0.05 per Barrel
Adjustment for all oil over

15,000 BPD +$0,002 per Barrel
Adjustment of all oil

classified as NewOil +$5.85 per Barrel
Adjustment for transportation

all oil -$0,056 per Barrel

Note: Cleaning and dehydration charge 2.5<:/Bbl 1976
(Pa* by Tesoro) 5.85<?/Bbl 1977

The Federal price controls allow for a gravity adjustment
reduction of 3C per Barrel for each full degree of APl gravity
below 40.9 APl gravity. However, the orginal agreement calls

for the 5C per Barrel indicated above which is the basis for the



current payment. The State has obtained gravity adjustment
as specified under the Federal Price controls for the Extension

agreement.

The extension for one (1) year gives the State needed time to
determine its best course since further information will be
available to develop a contract in the best interest of the
State, particularly since there is little advantage to do
otherwise. The State needs one full year lead time to
complete a contract due to the requirement in the lease

form to give 6 months notice to producers for the State to
take oil and gas in-kind and an additional 6 months

allowance for Royalty Board and Legislative approval.



APPROVAL OF THE EXTENSION OF THE AGREEMENT

FOR THE SALE AND PURCHASE OF STATE ROYALTY

OIL BETWEEN THE STATE OF ALASKA AND THE
TESORO-ALASKA PETROLEUM CORPORATION

WHEREAS, Alaska Statutes 38.06.050(a) and 38.05.183
require that the Alaska Royalty 0Oil and Gas Development
Advisory Board ("Board") grant to the Commissioner of
Natural Resources ("Commissioner"™) written approval for the
sale, exchange or other disposition of royalty oil or gas,
and

WHEREAS, Alaska Statute 38.05.182 requires that
the Board grant its consent to the taking of royalty oil or
gas in-kind, and

WHEREAS, the Board has been advised by the Commissioner
of the progress of negotiations and has heard testimony, both
in public sessions and working sessions, from the purchaser, and

WHEREAS, the Commissioner has now concluded his
negotiations with the purchaser and has presented to this
Board for its approval an Extension Agreement for the sale
of royalty crude oil from the Cook Inlet Basin (which crude
oil is identified more specifically in the contract), and

WHEREAS, This Board has carefully reviewed the
proposed extension agreement and has received public comment
on the extension agreement, and

WHEREAS, This Board finds that the taking of
royalty crude oil 1in-kind to meet the obligations under the
agreement will serve an important public purpose and be
of general benefit to the public interest,



NOW THEREFORE, the Alaska Royalty 0Oil and Cas
Development Advisory Board hereby grants its approval o! the

Extension Agreement between the State of Alaska and
Tcsoro-Alaska Petroleum Corporation and further approves the
taking 1in-kind of the royalty crude oil dedicated to this contract.

Approve Disapprove



APPROVAL OF REQUEST OF COMMISSIONER
OF NATURAL RESOURCES
TO REJECT APPLICATIONS

WHEREAS, Alaska Statute 38.06.050(b) prohibits
the rejection of applications for the purchase of royalty
oil or gas by the Commissioner ot Natural Resources
("Commissioner"™) without the approval of the Alaska Royalty
Oil and Gas Development Advisory Board ("Board"), and

WHEREAS, the Commissioner in conjunction with
his request for the sale of royalty crude oil to Tesoro-
Alaska Petroleum Corporation requests that he be allowed to
reject applications in conflict with the proposed sale, and

WHEREAS, this Board has reviewed all other applications
for the purchase of royalty crude oil and heard public
comment thereon,

NOW THEREFORE, this Board hereby grants its
approval to reject applications to the e;.,ent such
applications are rendered infeasible or impossible by
the contracts for the sale of royalty crude oil approved
by this Board on this date.

Disapprove

Date: / / /



APPROVAL OF REQUEST OF COMMISSIONER OF NATURAL RESOURCES
TO WAIVE REQUIREMENT OF COMPETITIVE BIDDING

WHEREAS, Alaska Statutes 38.06.050(c) and 38.05.183
(.-i) and (¢) require the Alaska Royalty 0il and Gas Development
Advisory Board ("Board") grant written approval to the
Commissioner of Natural Resources ("Commissioner"™) to
waive the requirement that royalty oil or gas be sold by
competitive bid, and

WHEREAS, the Commissioner has submitted to this
Board a request to waive the requirement of public bidding
with respect to royalty crude oil from certain leases
which are known commonly as the Cook Inlet Basin leases, and

WHEREAS, this Board has considered the request
of the Commissioner and finds the Commissioner®s reasons
sufficient to justify a waiver of the requirement for public
bidding in the public interest;

NOW THEREFORE, the Alaska Royalty Oil and Gas
Development Advisory Board hereby grants to the Commissioner

of Natural Resources its approval of his request to waive
public bidding.

Approve Disapprove

io rrLiLn £/



EXTENSION OF

AGREEMENT FOR THE SALE
AND PURCHASE OF STATE ROYALTY OIL

THIS EXTENSION, entered into by and between the STATE OF
ALASKA ("STATE™), acting by and through its ComrrLosioner of Natural
Resources with the consent of the Alaska Royalty Oil and Gas Development
Advisory Board pursuant to AS 38, 05. 182, AS 38. 05. 183 and AS 38. 06
and TESORO-ALASKAN PETROLEUM COMPANY ("TESORO-ALASKAN").

WITNESSELH,;

WHEREAS, the STATE entered into that certain agreement en-
titled "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 is the legal successor indue
course to Alaskan Qil and Refining Company and the Alaskan Qil and Re-
fining Company's rights, duties and obligations under the Agreement;
and

WHEREAS, the paragraph numbered "1" of Article XII of the
Agreement provides in pertinent part that the Agreement “shall continue
and remain in full force and effect for a term beginning the date hereof
and ending eight (8) years from the Date of First Delivery:" and

WHEREAS, the "Date of First Delivery" referred to in the

aforesaid paragraph of the Agreement was January 1, 1970; and



WHEREAS, beginning on nnd since that date the STATE has
sold royalty oii to TESORO-ALASKAN pursuant to the Agreement; and

WHEREAS, the STATE believes a one year extension of the
sale of royalty oil to TESORO-ALASKAN for use in TESOKO-ALASKAN'S
Kenai Refinery is in the best interest of the STATE;

NOW THEREFORE, in consideration of the foregoing and in
consideration of the mutual covenants and agreements herein contained,
the STATE and TESORO-ALASKAN covenant and agree as follows:

ARTICLE I. EXTENSION

Article XII, Paragraph | of the Agreement shall be amended
by the deletion thereof in its entirety and the substitution of the following:

L. The primary term of this contract shall extend

to and include December 31, 1978, and shall be

upon the same terms and conditions as provided

herein, except, however, that the price to be

paid by TESORO-ALASKAN to the STATE for

royalty oil shall be in accordance with the

provisions of Article Il of this extension,
ARTICLE II. PRICE

Commencing January I, 1978, TESORO-ALASKAN will pay to
the STATE for royalty oil sold and delivered to it the Highest price allowed
under federal price controls for crude oil of like quality and gravity pro-
duced from fields in the Cook Inlet Area. It is understood and agreed
that the higheot price allowed under federal price ontrols, as referred
«0 above, includes a premium of two cents (Zff) per barrel for up to
5000 barrels put u.i/ ;r.ben (pursuant to Paragraph 2 of Article Il of
the Agreement) in addition to the Contract Quantity of 15,000 barrels

per day.

<D



In Hie event the price of crude oil subject to this contract should
cease to be regulated by the federal government during the period of time
covered by this extension then and in that event TESORO-ALASKAN will
pay to the STATE for the Contract Quantity of 15,000 barrels per day of
royalty oil delivered to it in accordance with Article V of the Agreement.
TESORO-ALASKAN shall pay to the STATE the price determined as im -
mediately set forth, above, plus a premium of two cents (2£) per barrel
for all royalty oil delivered to it in excess of 15,000 barrels per day,

ARTICLE I, IN-STATE USE

TESORO-ALASKAN agrees that all oil purchased under the terms
of this extension shall (a) be refined only in TESORO-ALASKAN'S Kenai
Refinery or (b) shall be traded for an equal quantity of Alaskan crude
oil which shall be refined in TESORO-ALASKAN'S Kenai Refinery.

ARTICLE V. RATIFICATION

Except as hereinabove expressly modified, the Agreement (and
ali of its terms to the extent heretofore modified) shall remain in full
force and effect.

ARTICLE V. APPROVAL OF ALASKA
STATE LEGISLATURE REQUIRED

II, on or before May 15 1977, the Alaska State Legislature shall
not have approved this Extension of the Agreement lay a concurrent
resolution concurred in by a majority of the members of each House,
and this Extension of the Agreement shall not have been executed by the

State* of Alaska and in lorce and effect, as of such date, then this document

®



shall I>u null ami void and of no force or effect, the same as if it had

never heen made.

IN WITNESS WHEREOF, the STATE has caused this Extension
to be executed by its Commissioner of Natural Resources with the
consent of the Alaska Royalty Oil and Gas Development Advisory Board
(a copy of the resolution of the said Board consenting to this Extension
Is attached hereto as Exhibit A) and TESORO-ALASKAN has caused this

Extension to be executed by its duly authoxized officer, all in duplicate

originals as of this day of Y , 1977.
THE STATE OF ALASKA TESORO-ALASKAN PETROLEUM
COMPANY
-

o 1¢ -Mfi+tifi \JAM  EAJRAAD  Dennis F. Juren, President
ArtN-commissioner of Natural
Resources



AGREEMENT FOR Tilt. SALE
AMD PURCHASE OF STATE ROY ARTY olL.

THIS AGREEMENT entered into ;.s of tho Q / ~ day

of - J<U/1 U.& <= , 190'J by and between THE STATE OF

i ff-
ALASKA, hereinafter colled the "Stato", acting by and through
its Commissioner of the Department of Natural Resources and
its Commissioner of the Department of Administration, and
ALASKAN OoOlL AND REFINING COMPANY, a Texas corporation, herein
after called the "purchaser";

W I T N E S s E T H

WHEREAS, the State, as lessor, is entitled to
receive as royalty in kind certain oil produced from those
certain State oil and gas in the Ct <k Inlet basin as said
basin is more particularly described herein: and

WHEREAS, Alaskan oil and Refining Company is con -
structing a refinery on *h « Kenai Peninsula of Alaska
(hereinafter sometimes referred to an the "Refinery?") and
desires to insure for itself a firm and continuing supply of
oil for tho said Refinery; nnd

WHEREAS, the bopa rtmen t in authorired to cater into
this contract hy A3l 4-5..)7 i?io; I,

WHEREAS, it in the best interest o tho State
of Alaska to encourage such dev. loprv-git rn manufacturing
facilities wi titin tlie Mate ml la-.;, a;

NOW, THEI.LF "K, to considrt i! <{ thi foregoing,
and in consideration of the mutual cnyn i.r..tm gntnir.ed
tlin Stato of Alaska nnd Ai.nek.tn < <1 ant Refining t'oi Ltily

Ity covenant and agree at, foi
/. .tcy j.
tbertuin In timj>imir

1. As used I»ri "in, t. iullbwtrg « st 1 shall have
the following meanings:

(a) "Ooil" n>in", crido pet; leun ui 1 and otlier
liydroc j rLor. rugardiont. of gravity, ut r i a.<t producod and




saved in liguid form at the well or its separator by ordinary

production methods and this agreement does not cover natural

gao or any liguefied products separated from natural gas by
other than conventional lease oil and gas separators.

(b) "Date of First Delivery™" means the fir3t to
occur of: i) the date the first oil is run through Purchaser'
Hefinery or Cii) February 1, 1971.

(c) "“"Spot sales™ moans the total sales within
tho Cook Inlet Basin made by the State during any month to
Third Party Purchasers (as defined in Article V. hereof) of
o il taken in kind by tho State when the cumulative total of
all ouch sales during said month and the next preceding
eleven (11) calendar months do not exceed ten per cent (10%)
of the aggregate nunbor of barrelsof royalty oil credited to
the State from tho same fields, whether taken in kind or
paid in value, during the sane twelve (12: months period.

(d) "Spot purchases™ men is the total purchases
within the Cook Inlet Basin of oil mae.e uy Purchaser during
any month from Third Party Sellers (as defined in Article V.
heroof) for the Refinery when the cunulat.vc total of all
such purchases during said month snJ tao next procoding
eleven (11) calendar nontln. do not ex-.ould ten pec cent (10%)
of ttio total oil run through Furch i s * . it! Refim-ty fur

tho same twelve (12) months period.

(e) Tho "C'ook Inlet lias in ne.«ni» that geo-
graphical locality recognise; N N | SdiLir.in,’ .m 1 structural
elomoPv oundcd r.y the fenul and Chug n Mountains rn the
east, the Talkertn.i ,'touul.ir.. Co In ‘“.untalm lault
‘.one on the north, t)i» nl.ist.’ inge i t > v i s m.) Shidllo!

Strait on tlie south.
Al > ] * > 11.
uanll »y
1. Bngl ntiln ) efi . « u.ite oI I'ir.it I'»Iiv--17 Jin*l

ointlnulng durm, t lei al.d upon n* t nil, I ct tn the t' -



and conditions hereinafter provided, the State agrees to sell

to the Purchaser, and Purchaser agrees to buy from the State,
and if made available to Purchaser at a point of delivery
heroin provided and not taken by Purchaser, Purchaser never -
theless shall pay the State for, the total amount as and when
produced of royalty oil which tho State has the right to
take, and is available to tho Stato for taking, in kind, under
tho oil and gas leases producing intc storage locations on
tho cast side of the Cook Inlet Paain up to but not exceed -
ing, during any calendar nonth, an avenge daily quantity of
15.000 barrels per day (the total quantity bo available to
the State during any such calendar nonth, up to but not exceed -
ing an average daily quantity of 15,000 barrels per day, being
hereinafter sonctiner, referred to as the "Contract Quantity"),
provided that, whenever, during any calendar nonth tho quantity
oi royalty oil available to the Statu for taking in kind from
such State leases is less than an average daily quantity of
15.000 barrels per day, an average daily quantity of oil
equal to the deficiency below 15,000 barrels per day shall bo
made up out of .my royalty oil available to tho State for
taking in kind under tho oil and gas lease;: | reducing Into
storage located on tin- west side al th- Cook Inlet basin, oo
that, to the extent avail it 1- to the o.n ftaking it. kind,
flrut oat of the oil produced 1run tic m | and gao luar.os
producing into storage Jurat; m-» ot tic i .ido nf the Coik
Inlet lias in on! nr*; i»i gl t pn.d.u -] frl ne oil and
gas leanoti product™>. tit. ~.te - In Pp.im ..n the went, sidi
of tho Inlet iid< n. H t <@ r ni.aii i i.. bi;r:liti>.
and Purchaser ..hall put a in r. . - ti .l .tnte. duiktli
i, tich non ti., al) i*] 11,- 11 L .ai4a< .. i Corit* il ii.
11d non ill u,i to Ln* [t "uln i o..n «d > «.<m< 1 ily Juar,* ii m
during any nnnti. >]. ca rn't, jar i, .

ny ‘1rin J ttc «t« not |- e in krit: is pr e ..

1 -



in Article 11X . hereof, which notice may be given at any tine

and from tine to time during the tern of this contract,

Purchaser, provided it is not then in default hereunder, shall
be entitled to buy from the State and the State will sell to
Purchaser, as and when available to the State for taking in
kind and sale, such additional average daily quantity of
royalty oil over and above the then Contract Quantity as may
bo specified in the Purchaser's said notice to the State, up
to but not to exceed an aggregate of an additional 5,000
barrels per day, upon such terns nnd conditions as nay be
agreed upon between the State and Purchaser at, or within a
reasonable tine following, tho giving of any such notice to
tho State of the Purchaser's desire to increase the Contract
Quantity; and Purchaser, if then entitled to purchase such
additional royalty oil pursuant to this paragraph, shall be
entitled to terms and conditions no less favorable to Purchaser
than those under which the State is then willing to soil a
similar quantity of its in kind royalty oil to another pur-
chaser then willing to purchase tho sane.

3. However, in conncctio.i with the foregoing

graphs 1. ami 2. of this Article 11, it is recognized that
the State nay be ngulred to taka all >f if, royalty oil under
any particular oil and gas lease in Hind, Sf it elects to

take any in kind, and nay not. have tie right to take only tlio

Contract Quantity of its royalty m in kind with payment for
tlia value ot the remainder. li uin.n event, the 3*aio an.ill
endcavor (but t,l,all hest 1 1 <>|,1t tate 31 t « read* an alller ,, »
with thO owners oi “in- . m ami ra-. lea.ei :.uhj<! t hcieto
ImretM *=s1*tiper, ill ." « Warn;1 <1 | IT"11t1n'[ i ;irall*
to take wu,.ly tha Coiitim 1 Quant ty | it. royalty oil in

kind with payment tOt f-' value ot tho rumaind f. nnd In thn

event tie ..Lata is wunal, ti reich a in nil <r.ent with

its l.earn owners pji.-i tr, aigiii |H| ninths befure the IMf
el I'l 't eulivary be »u. i. *a t .iu|t utie.linu the iui.vi
tlmiu of the preceding .n.igraj.1 . !. and . ol til-B Article

para-



I'l., the Contract Quantity shall be increased to accommodate
tile additional royally oil which must bo taken by the Stato
under such oil and gas leases.

4. nothin 3 herein contained shall preclude Purchaser
from trading or exchanging any or all of the royalty oil to
ho purchased by it frcm tho State for other Alaskan crude
0il, provided that such trade or exchange shall not reduce
tne price provided for ir. Article V. hereof, and shall be at
no cost or expense to the state, except that with respect to
tne deficiency, if any, referred to in paragraph 1 of this
Article 11. it is agreed as follows: (a) the parties shall
attempt to eliminate cr reduce the charges uoing made by Cook
Inlet Pipe Line Compary for the transportation of oil to the
brift Kivor Terninjl, o; to otherwise avoid same, and (h)
lo the extent tho parties arc unable to eliminate or avoid
such charges, tho pr:.cen provided for in this Article II.
slall be reduced by tho mount of ouch charges.

5. Witho.il in any manner relieving Purchaser of
I,s obligations at ill tLmes to take and receive tho Contract
Quantity of oil hereunder as and when produced and available
lor taking in kind .y tin; State and to pay she State thore-
Inr whether or not taken by Purchaser, it i. agreed that if
Purchaser eehall foi any r.oison t'til In ke and recci/ii tha
Contract Quantity ol y; I hereunder as and when produced and
iii.de available to the Purchaser, then nxgepl as hereinafter
piividod, the htuti ray, at its nldli .. (md without lining
ot ligated so to de ot e wving an' nthei randy of the Stale
“ill- respect to ti-ieh tiiiutel mo 1 ot ntllrruion dlnnoso ot
tin* oil lint so tal.en i liich.iset on s.tli teint. and coinl1ti.ml
is tho Mt.ltn nny dot 3 .n its soil will lu lie for tho Lest
Internets of the .t.te ml wt.t [mp. t In any o:l m. sold
o the stale, porch’ hill to otill intoil tg pay tha stie<,
if-ur receipt hy l'ui m . ®r ew tin i.i.ee i .jigng tin enfor,
lhe iMUnilty (1 TAT( tii nit jl smesk L ri“tclved nv



the State from such sales below tho ..mount payable hereunder
for the same quantities of oil, plus such additional expenses
as may be incurred by the State In making such sales: provided,
however, that if Purchaser's failure to take such oil is
excused by the provisions of Article X. hereof, the State
shall dispose of such oil for Purchaser's account as Purchaser
may direct, and Purchaser's liability to tho State hereunder
shall then be limited to the deficiency in any of (i) the
amount received by the State from ouch sale below (ii) the
amount which the State would have received as royalties for
re 1 from its Lease Owners producing the same
if the State ha. a.c tL ed to take such oil in kind, except
that in tho event that Pu.cnasor's failure to take such oil
is the result of a strike, labor dispute or minor ..roakdown
of machinery and equipment, Purchaser's liability to the State
hereunder shall then be limited to the deficiency in any of
(i) the amount received by the State from such sale below
(ii) the amount which the State would havereceived »s the
price for such oil sold in accordance wit): Article V.

All sales by the State to othrrs pursuant hereto
shall Dbe deemed the same as spot sale3 for the purpose of
paragraph 3. of Article V.

ARTICLE 111.
Quality :

Purchnoer acknowledges and agrees that it is f mi-
[iar wild: the kind nnd quality ol oil which im hrlng produced
from tho oil and gas leases nubiect Imreto and that, such oil
In and shall bn a:icptublo nti to Llno an qual ty lor
Purchaser'; Kvtinery.

ARTICLE V.
Points of 1JellVety =

beiivery and receipt of a) 1 royalty mi j,archilaril

lierounder hall bo at tho point or prints whore tuc.i oil i

delivered to the State by its Lease mnex ;, nulijtrc?t to all



rights anti obligations the State may have under any oil and
gas lease subject hereto or other agreement hereafter made
between the Statu and its Lease Owners; provided, however,
nothing in this Article IV. shall authorize any reduction
in the price to be paid by Purchaser pursuant to Article V.
hereof, and no such other agreement hereafter made by the
State and its Lease Owners shall diminish Purchaser's rights
hereunder. Upon Purchaser's request, State agrees to exer-
cise all rights it may have to require its Lease Owners to
furnish storage for royalty oil free of charge to the extent
provided in the oil and gas leases.
AKTICLK V.
Price:
l. Subject to the other termu and provisions hereof,

Purchaser agrees to pay the State a price of $3.06 per bacrel
for royalty oil c¢f 40°-10.9% gravity, less 5C p»r barrel for
aach full degree of gravity under 40.9* delivered at the point
or points of dollvory specified in Article IV. hereof;, pro-
vided, however, it Is further agreed as follows:

A, In tho event tie arithmetical iverage of the
(a) Signal Kill, California, (b) Oklahoma and rinaas (sweet),
(c) Wont Texas (tweet), and (d) Texas lefugio (light) prices
fo.. any gravity of royalty oil leing btught: and sold pursuant
to this agreement shall, in any "crudo-oil prices, gravity
schedule” presently published it the oi) and Gan Journal and
appearing in any issue of tho Oil anil (.an Juurml subsequent
to the October 2*, 190tl issue t)ereof such Octrbcr 2d, IjOU
Jehedulc being attached hereto n  Kxnil it "A” aid made r i.art
icronf), incroaui or decrease b. one etnr (IC) »r barrel or
uora from that net forth in bxh "it 'A , then effective tne
rirst day of the nonth followin' Ihe d. tp n( wu:li nut * iient
issue, tha price herein ifieJ shal inciuari or tlecre t*e

> the fdiirui amount rounded >ff to the Xome oon( (1)



per barrel. In tho event no price is specified in any ouch
schuilulQ for oil of a particular gravity (as, for example, in
Exhibit "A" for Signal Hill, California crude oil above a
gravity of 37.9°) then for the purpose hereof such price shall
be deemed to be the name as the price sot out in such schedule
for tho very next lower or higher gravity at which a price is
listed. In the event such prices should for any reason not
bo published in the Oil and Gas Journal or its successor, Chen
such arithmetical average shall be determined by the posted
prices of the three largest purchasers in each of the areas
above described.

2. If during any calendar month Purchaser purchases
any oil for its nofinery from some other sel’er or sellers
(herein sometimes referred to as a "Third Party Seller") at
a weighted average price and gravity, determined os herein-
after provided (and herein sometimes referred to as "Third
Party Price"), cither delivered (a) at its Refinery or (h)
to a point of delivery at no groator distance froir. its
Refinery than ttie most distant delivery point hereunder,
which Third Party Price is greater than the price then appli-
cable under paragraph 1. of this Article V. for oil of the
same gravity or, oven if delivered to Purchaser at a delivery
point more istant than (a) or (b), at a price which, niter
appropriate adjustment for all costa to be incurred by
Purchaser in taking delivery nfc such delivery point over and
above such m would have boon Incurred in taking delivery
at (a) or (b), ia greater than the price 'ben applicable
under Paragraph 1. oi this Article v., then rucli Third Party
Price, as adjusted tnr any such great' i delivi ry point air.
lance ami further adjusted for gravity at. hereinafter
provided, shall likewise apply to all oil purchased by
Purchaser befcutpjcl trom the biate during sue., mouth. Such
Third Party Price and the Weighted dvora'p »tivtly to which
it applies shall If tipt i<«ennd by dividing i. tfitul nurd"r

ommin,»i



of barrels purchased during any month by Purchaser from all
Third Party Sellers, by the total amount paid by Purchaser
for such oii, and then determining the weighted average
gravity to which such weighted average price applies by (i)
multiplying the quantity of oil purchased from each Third
Party Seller by its gravity, (ii) totaling the products of
such multiplication, (iii) dividing tho result by the total
number of barrels purchased, and (iv) then establishing tho
weighted average gravity thereof at the nearest full degree
based on tho result obtained from such division. When r'lth
Third Party Price has been determined for any month then,
subject to the provisions of paragraph 4. of this Article V.,
if it is higher than the price thon applicable under para-
graph 1. of this Article for oii of the same gravity, then
such Third Party Price for the weighted average gravity to
which it applies shall be adjusted to the gravity of tho oil
purchased by Purchaser hereunder from the State during such
month by adding to such Third Party Price five cents (5C)
per barrel for each full degree of gravity that such weighted
average gravity is below the gravity of the oil purchased
hereunder, nnd by subtracting fron such Third Party Price
five cents (54) per barrel for each full degree of gravity
t.nat such weighted average gravity is above thn gravity of
the oii purchased hereunder. The provisions of thin para-
graph 2. shall not apply during any month in which only spot
purchases have been made by Purchaser from Third Party Sellers.
3. If during any calendar nonth the State sells
any oil taken in kind by it and produced from any Field in
tho Cook Inlet basin to some other purchaser or purchasers
(herein sometines called a "Third Party Purcliauur") at a
weighted average price (herein sometimes called "Third Parry
Price") tins weighted average gravity, du>rmtnud in the in
manger as provided in paragraph 2. ol thin Article . toi

determination nl tie' weighted average jg W" and gravity of



0il purchased by Purchaser (by substituting "Third Party
Purchasers" for "Third Party Sellers”, and by substituting

oil sold"™ for "oil purchased"), which Third Party Price is
less than the price applicable under Paragraph 1. of this
Article V. for oil of the sane weightod gravity, then such
Third Party Price, adjusted as hereinafter provided, shall
likewise apply to all oil purchased by Purchaser hereunder
from tho Stato during the same monthi provided that in deter-
mining whether any such Third Tarty Price is less than the
price hereunder, appropriate consideration shall be given to
and adjustment made for any costs or other economic burdens
which tho State may have hereunder but not thereunder or
which are not borne by the Purchaser hereunder but are borne
by the Third Party Purchaser. When any such Third Party Price
has been deTermined for any month, then, subject to the provi-
sions of Paragraph oL of this Article V., if it ia lower
than tho price then applicable under Paragraph 1. of this
Article V. for oil of the same weighted average gravity, then
such Third Party Price tor the weighted average gravity to
which it. applies shall be adjusted to opnly to the gravity
of tie oil purchased by Purchaser hereunder from tho State
during such month in the same manner as provided in the next
to i.st sentence of Paragraph 2. of thin Article V, The
provisions of this Paragraph 3. shall not njply during any
month in which only spot naiec have been m.uir by the Stato.
<i. Whenever, during any month, there ato both Third
Party sales by tile Dtate and Tnlrd Party i.icl, a by Liu
Purchaser, tlu; Tlurd Patty Price nnd the w-mMed a"i>n,ae
gravity to which it applies tihnll hu dctoti-ined by treating
all such salt"', and purchases as "pureiu .es" under Paragraph
7. ot this Article V. and as "salon" under Paragraph J. o.
thit. Article V., and tal applying the provisions of Paragraph
. of flily Article V. i( th> Third Patty Price so obtained
greater tain tne price then applicable undur Paragraph 1. i?
tilts Article V. tor oil ot the same weighted average gravity,

- 10 -



and (b) applying the provisions of Paragraph 3. of thin
Article V. if the Third Party Price so obtained is lens than
the price then applicable under Paragraph 1. of this Article
V. for oil of the nano weighted average gravity.

5. For the purpose of Article Il. ard this Article
V., the total quantity of oil received by Purchaser during
any month shall be divided by the number of days in such
month and the resulting daily average shall bo considered as
the actual quantity of oil received by Purchaser during each
day of that nonth

ARTICLE VI,
Measurements and Tents.

All noasurirents hereunder shall represent one
hundred per cent (100%) volume, consisting of United Staten
barrels of forty-two (42) gallons, the quantity and gravity
of which will be adjusted to a temperature of sixty degrees
(GO*) Fahrenheit. Gravity shall bo determined at the point
at which custody of the oil is received by the Purchaser.
Procedures for measuring and testing, except for delivery
through positive displacement type liquid meters, shall be
computed in accordance with the latent ASTil published methods
then in effect. Procedures for such motored type deliveries
shall bo in accordance with ASMK-API (Petroleum PD Meter Code)
published methods then in effect. The royalty 'lit sold horc-
uinter shall be merchantable oil of nullstanLially the same
quality as that presently being produced from the oil and gar,
leases subject hereto. Full deduction shell I> made for oi
liSAH content according to tho ASTM standard method then in

Ffcct. Tho State shall be untitled in /idyiinot of and shall
linvi) the right to have a reprenentative present to witness

ill innauurcmentil and tests. Purchaser shall peanitre and
gauge all til') received bv Purt.hanor lierounder, and shall Ila at
the ontire acquisition, installation, calibi ilion, Palntmaance
and operating cost of nny lentilno, m.i.jnng or lusting ‘eeuiin-
ne-nl required by Purchaser. Purchaser nhill bear all >emin -atl*»n

and clruhl'ig coats nocoss.iry to place the royalty oil In a

-11-



condition acceptable to Purchaser nnd if nny such oil is
cleaned or dehydrated by the State's Lessee prior to delivery
of such oil to Purchaser, any costs therefor which arc
chargeable to the State under the applicable oil and gas
lease shall be paid by Purchaser.

ARTICLE VII,
Paynont:

The State shall invoice Purchaser on or before the
twentieth day of each nontn for any amounts which may be due
by Purchaser to the State under the provisions of Article 11.
hereof for the second preceding nonth on account of oil re-
quired to be taken and paid for by Purchaser (and paid for
whether or not taken) but not so taken and paid for by it, or
which may be due by Purchaser to the Stato under the provi-
sions of Paragraph 5. of Article Il1., or the last sentence
of this Article VII., and not theretofore paid by Purchaser.
Purchaner shall make paynont to tho State on or hefore the
last day of each calendar month for all oil received by
Purchaser hereunder during the preceding calendar month (such
payment to be accompanied by supporting run statements) and
for all amounts, if any, for which the Stale Ins theictofore
Invoiced Purchaser in accordance with tli* preceding sentence
liernot. All payment-, n.mired it lie -i.ide ty Purchas,-r to
the State under any of the provisions of this agreement shall
be made to the Statu at the Division rf Lands, Department of
tlatural Resources, State of Alaska, MO :i«tli AVnnee, Anchorage,
Alaska, yvliol (or atsuch other place tlitt ..t ,b miy from
t;mt to time by notice to tin*  irclia.cr), u /ash
or by the cashier';; check oj money ordir 1 a uolvoir. hank

waich is a number of the luderal Deposit I , ,r.ince ¢c<tcinr.itinn,
nyable to the order of the Department ri i venue,**it" of
,iask,i. ill naot due paymentl shall brat in "rent a' Lin*

rut" of oignt per cent (Uil per annet; and in the event 1L,*

is chaser shell (al) or te'usg t, pay tn> »,t*currently

- It -



for oil purchased hereunder, or any other sums due tho State
hurounder, Lhn State may, %t its election, without waiving
any other remedy which the State nay have hereunder or by
law, suspend deliveries of oil to Purchaser during any period
of delinquency by Purchaser in payments hereunder, and during
any such period or periods of suspension of deliveries, the
State may further, at its election, sell oil produced from the
oil and gas leases covered hereby to other purchasers, in
tho same manner and with the same effect and remedies as are
provided in paragraph 5 of Article II. hereof with respect
to oil not taken by Purchaser but within Purchaser's obliga-
tion to pay for whether or not taken hereunder
ARTICLE Vi ll,
Transportation and Exchange Agrecmeito
Purchaser agrees to submit promptly to the Commis-
sioner of the Department of Natural Resources two authenticated
copies of any written agreements, ar.d a full written explana-
tion in duplicate of any oral agrcencnts, covering the
transportation or exchango of any oil covered hereby or the
methods and cents of delivery and receipt of nny of the oil
covered hereby or any other oil received or to be received
In exchange for any oil covered heresy
ARTICLE XX
Hot Icesi
L. Purchaser acknowledger that State Is required,
pursuant to the terms of its oil nnd qua looses, to give at
least six (LI months notice to its L Owners of the State's
intention to take its royalty oil in kind. Tin-refore
Purchaser agrees to notify Statu at cam. seven (7) montn .
In advance of:
(a) The date whan Purc.aner will commence
tlie actual receipt of royn tv nil pursuant, to
this agreement) and
(bl Any date upon whie Pnrcha.,«r donties

to increase the amount of royalty oil to lie

-1 -



purchased pursuant to Paragraph 2. of Articlo

[1. of this agreement.

2. All notices hereunder to tho Statu sIimll hr In
writing and shall bo dclivorod personally to *h» Commissioner
of tho Department of Natural Resources, or Pay le sent by
registered or certifiod United States nail addressed to the
Copmiscionur of tho Department of Natural Resources, Pouch It
Juneau, Alaska 99001, provided that the State shall have tho
right to change its address for notice purposes by giving
written notice thereof to the Purchaser.

3. Any notice hereunder by the Ntatc to the
Purchaser shall be in writing and shall be cbllverrd jtrrmr,
ally to tho Purchaser or Its representative, rr nay bo
forwarded by registered or certified Unite,! ‘'tatea ail
addressed to the Purchaser at its registered office in th
State of Alaska, with copy to Purchaser at 020 Cor lotcial
hank Tower, Midland, Texaur provided that Purchaser ,all
have tho right to change Ita address for notice |,ipc»»si bn
giving written notice thereof to the stair - tddi
for nuch purpose.

ARTICLE X.
Laws, Rules and Regulation?: force Male ,r>

Except as provided In Par.nrai
hereof, neither party hereto shall Lave ot | J.d> ,any
liability In dflnagec or otherwise to the ot .
teason of tatlure or delay in tho n.ikln- er
deliveries of oil under tire tort’s nl d.i , »
extent that such fat lute "t delay Is ilii, t
regulation: of at,/ tavernt'cnt. nilrt.it, ut ?.tt, v

"eent al agencies, u-mminrrntal Itter!rien ,, i. t.. <tt..

I4 cr dill nslth , fires, cm li-iiim, r . e J .
i -l mn.imy i jJj- ne- -, -
porting ot iiidivnim oil, ti..<>» hurri, » r

dtlull wn Ifig FIFFlith n tmmill tol, it -

emrsonahly iim.i tl of such



tho same class or kind. In Lhu uvont that either party shall /
ho unabla to purfom hereunder, said party shall immediately
givo notico to the other party dcscribinti tho nature of its
disability nnd shall use all raanonablc efforts to resutie
performance at tho earliest possible date; provided, hovovi i,
tliat nalthor party shall be required to settle strikes Ol
othor labor disputcn except ot such party's discretion,
tiothing herein contained, however, shall be construed to relieve
Purchaser of its obligation to make nny payments due tho Sta}c_ev'I
under this agreement in tha amounts and at tho times herein
providad.
ARTICLt: XI .

Default and Othor Grounds for Termination:

It is agreed that it Purchaser f .tit. to maintain
itself as a corporation in good standino and luly je, [lit -
to transact business in tho State of Mask* ot i .ui iiit i
becomes insolvent or commits any othei act conntilitiu «
act of bankruptcy, then the Stato nay, at its of nr, tci
nate this agreement by notice in writinntoirel ansr
Llkewiso, in the eventtint Purchaser dcfi ml1 « 11 t..
fornsnco of any obligation or connitat*itt 'm i tr:
agree:.ont and any *u<h 1*fault contlnut .. . t,
th.in thirty 110) d.iya after tin r»»t- hi >, ot
writing to Purchaser of such default aid t, i it- . n-"inl,
tliatsof tor If the event of default is eiller, .t t*.m | of
Purchaser lonake tinnly payment to tlie .o e t>i 1 {jee
by Purchasei luregr. lir and such dofs.It .. -

period of moretrt.tn tn. CIO) davs aft r i

notice of ucldefault!, then tne : trtc Mil- awaisi i
ui releasing any eleet rights which it < ov.mi, i
to Purr,hanar, terilnalr 1li|t agiaenee* i ie' vel r

any Fittni O.Zli:lr..i 11i«he wurch
livery piovislun n«r«r.f impu-i.i ... .ni, ,tn.n, >,
['IKKIUE | e irjeoili lulu e 1 ¢l



execution of this agreement by State. Uo waiver by State
of any breach of any provision of this agreement shall be
deemed for any purpose to be a waiver of any breach of any
other provision hereof nor of any continuing or subsequent
breach of the sane provision.

All remedies provided in this agraenent shall be
deemed cumulative and additional and not in lieu or cxclusiv-
of each other or of any other remedy available to State at
law or in equity.

AKTICLE XIX.
‘fern; Construction of hefinery;

1. Subject to tho other terns, covenants and condi-
tions hereof, this contract shall contjnu. and remain in full
force and uffect for a tern beginning the il.i'o h " .ref mel

oii ing eight (») years from and .fter the b.te rf ili<il

Delivery; provided that if Purchaser’s Iks.ni, . net on
ntrcam by (larch 1, 1971, the State shallhave t(@ right to
cancel and terminate thin agreement by noti ¢ in iiin; t.
Purchase; given on or before April 1> 1>71, or tie- t.t<
nay enforce e.pecilic perfori-atige (loieef, my mi, ot
01 cancollallon in given, and prior tp><. tm ti*e %,
liavo *(iv,"ii any of Its he win-; n *i i

to tiHe ifu i»/ilty dti i *ind ei:.iin; iie, i

shall protmt and save tie state flee a L L

loiia or CX| #nan Ininil 11>I tlioruli»m '
will real lre r* Inc, ‘nan the na— m-i

»f tlio royally till m» -mid ;.iv< i-ali ' CX<p
ntiiil ri-Vig Imeh male, >, 11 meeeni
IIforCo the -|ml 1., tirem Xinr- .C ' , <
hrreun- .-r, th*i I'mini."i .11 L
all COi*c and "Xpeus-'1 i [i.iir*"- o \f [ e
hut 10F Il rlitt &€ <o 1figy * ,if |

7. PmC-hg-el t; I1) f; reed «

rudtonablc I i ciiyi, t* t:j.14un
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execution of this agreement by State. 1o waiver by State /
of any breach of any provision of this agreement shall be
‘loomed for any purpose to be a waiver of any breach of any
other provision hereof nor of any continuing or subsequent
hreach of the same provision.
All remedies provided in this agreement shali be
decnod cumulative and additional ant” not in lieu or exclusive
of each othor or of any other rcnedy available to State at

law or in equity.

ARTICLE XIX.
Torn; Construction of Refinery:
1. Subject to tho other terms, covenants and ccnol

tiona horcof, this contract shall continue and remain in full
force and effect for a tern beginning the datelie cotan|
ending oight (E) yearn from nnd after the [«toof iir.it
Delivery; provided that if Purchaser's 1.tim iy i, not or
stream by March 1, 1971, the State shall have the right to
cancel and terminate this agrcenent by notik in wilting f.
Purchaser given on or before April IS, 1971, or the .tat.
nny enforce specific performance hereof. | my «wnn v
ot cnncutllation In given, and prior thei." .. tie tit.- s. ?
have given .any of its Lease Ovnrn n.ti<> mm it &, ty»,
tjtmits royalty oil in Lind p.r.o,.i.- [
till.111 protect and save ?t;r State free arid tis |. °j any
loti* or expense result In>t therefrom to th- A . ,
Will realise no lens than the sane n-i 1 o
of tho royalty oil a* 11 would have reals. . i
tstit mv g lie-in .".tie. In th- event t|.< o> 0. V.

enforce tho opncl!lc piiintrant. of Pur hjir t*e  1kn.i. ®i.

llcrvundvr , the Turuliafi*l rtldr le |:. I . <

all v*»»' % and expriice:! incurred lo *v t m., e 11

out. not [li.rti.il tw u*tntiieya' fi--t., rt a ,, Wo(torvt
/. I'mdnn»i iatll |meovil wi'l . !, l.in

tnasonalil¢ li 11j.r.c., t.« clti**1ui.tlun et it t t
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the end that the uanc will be or stream and ready to refine
tiic oil to Jo purchased and sold hereunder on or before
March 1, 10VI.

3 Purchaser is granted the right for Luo (2
successive t.hreu (3) year periods to extend this contract
by giving the State written notice thereof not less than
seven (7) month:: prior to the end of tho tlien expiring term
Any such renewal shail be upon such terns and conditions ar
the parties may agree to.

ARTICLE XIII.
Socun thi

State's performance of this contract is -subject to
Purchaser's performance of the followini conditions:

1. Tills contract is a contract for the «lie ¢
goods to be sold by the State, as sclle.-, to Purchaser,
buyer, and to secure payment of all amounts iue hereundo:
for the oil so sold, the State hereby retains the vendors*
lien and superior title witti respect to all oil r lo b it
hereunder, which lien and superior tit! shail extend !
products made or processedtherefrom, ircludin -11 mi
utancos, if any,commingled therewith or adu-J i
the proceeds of the sale ol all -uch oi- ti
which li.-n may h- ontorcel at mv ti--"- mil
.0 sane or. any other contract or iitatlltory Xicu i.i .M.-s a,
without prior notill to Purchaser, where t-- 1.,m
default in th* payr..nt. < amounts du<: tl "

2. To iinner secure paync-nt
the Mate retains and Purchaser nerel
interost to all ul the nil delivered arc t ST
Purchaser hereunder jnd 1In all oil obtain
exchange for oil purchasedIn rounder an-i ti., , i ,

‘r prnocised fran an> ttuch nil, locli.diri

«ill/, eo>.mingled therewith, or added tin r'to, ii ti. in
et-uds of tin- Bui” «1 any ...ci, u ; or ire.-. t, mi- s -ml
intercut shall .ittm.il to 1 at * litatl [1.. T

dull very. lurtli.ite r agrees to n/i'iii .n . Il* all
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necessary to perfect State's security interest,

3. In addition, Purchaser will execute u mortgage
in the form set out it Uxhihit "C" attached hereto, which
mortgage shall bo a Vclid first and prior lien, upon all real
property and interest? in realty, whether owned in f;e or hy
an estate of lesser duration, and all fixtures and improve-
ments on or attached to such realty now owned or hereafter
acquired by purchase in connection with its construction ar.d
operation of tne Refirory, including but not limited to the
Refinery site, as security for tho performance of ai.l of the
Purchaser's obligation hereunder.

Pure laser will furnish tho Gtf.tc:

(1) evicencc of good title, Including such
title policies, opinions or other evidence -f
good title ra may be required by the primary
lending ageicy on any prior mortgage.

(2) A\ statement sotting out tho names un>l
addresses ol all officers, directors art stockholder
of tne Purclaaer and the amount and type sto >
owned by each and hereafter wupon rr-celvt ~ n -it
thereof, he Purchaser shell promptly 1 li.u '

State cf mi" change in the nmci. -1 i

its ofticirt, liriclors, tnu Lo any
change in ovnerr.hip o! any ot iti sti.c .n > eato-
nent shall lo verified by the Prosi lin' cLlL
officer ui tin Purchaser, duly -.eshir' sVt

Board o: it>estor:.

(3) Cecplei 1.t an ftnanclul 1 rnrma
by Purch.tiei In crdor to obtain finanr.<  fir.; ait
source fat Its Rifinery in filial..; mil . r athu

tional inlvrm.ition as the Slate ,yiepn t. ie,.i,ri-

al, ly ncc* i r  ce intti inallm r L I | B
the naturt r ealtie of Hurc'u i .
Ntuw 1o ax of l'ucchivi'r' t 12%/11it«

e la -



4. In liou of tlic provisions of paragraphis 1., 2.,
unil 3., Purchaser may provide alicrnntive security as follows:
(a) A bond, in the form of bond attached hereto
and made a part hereof as [.'xhibit "C", executed hv
the Purchaser. as principal, and a corporate r.uretv,
noreed to by the Commissioner of Administration and
authorized to write such bonds in the State of
Alaska, as surety, in the penal sum of $2,500,000;
provided that whenever the State has reasonable
Orounds for asserting and does assert any clain
against Purchaser in excess of the penal sun of the
bond of Pure . sor then in effect hereunder, Purchaser,
after being so requested by the State shall increase
the penal sum of such bond to an amount reasonably
sufficient to cover the claim of the State and all
expenses which may be incurred by it in connection
therewith, regardless of whether or not the Purchaser
does or docs not recognize the validity of the
Stale's claim; provided furthei that tin; Purchaser
may at any tiric and from tine t<¢ tire deposit anil
maintain with the Commissioner of natural resources

in lieu of any such bond, citlf r (i) an irrevocable

letter or letters o! credit arldf to tne Coi-
itt ioner o .alxi llismii o e 't *li L,
issued by a hationa | aaid.ina i .titutlon e*tun
United States, which is a mrti. i ,1 federal N &

Insurance Cot|or<llon an) has .in oiwrelatn cap. |

llot "UtplUi, 1 5 * [less than /. " ;,ils. m* [*e]
natketable” « him. *s,whl*h = ip v , t
Comitat. loner of Jrostlation, bt UL

b. Iransloittd li e tip Cnncsi ¥ o <1.v

lj/ stent ./, r ae r ¥l nr mtto*,e inv.u 1 e
rtf lei 2™t "f ir* art oi. |, i« | ,
or Il * il Hi.il;," noutiln . > p .ipu,

tip Mtalr Lirxet VI, Nf I" o | ot a ine
iInnii'i;ni'e,i j,.| pj. is'lr**.  ®l ' "rio, o

<t s litter or L»t. rr ot r* t il i
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securities, together with any proceeds thereof,
to be held by tho Ccmmissioner for the security and
benefit of the State; and either of (i) or (ii) to
he in form and substance approved by the State. |If
marketable securities arc so furnished, othor market-
able securities which noct the requirements of this
subparagraph (a) may be substituted at any time and
from time to time for any previously furnished nar-
ketablc securities, and the marketable securities so
furnished shall bo increased if at any time the fair
market value of tho securities then hold by the
Commissioner is less than, or may be reduced if the
fair market valuo thereof exceeds, the amount of
the bond thon required of Purchaser hereunder, or
(iii) security which in the opinion of tho Commis-
sioners of Natural Resources and Administration of
the State of Alaska is of equal value of the security
above described.
ARTICLE XIV.
Successors and Assigns:
This agreement r.ha.l be binding upon and inure to
the benefit of the respective luccesnors and assigns of tho
partie. hereto; provided, however, n nr.sloniant or tranotor
of any kind (by operation of law or otherwise) al i'urcli.n. e e,
tights hereunder shall (withcil* Thi- prior written consent cl
ehe State) relieve tho original Purchase! nemod herein of 1ta
obligation.*! Itereniblari an.l provided furthe: that in the eve t
['urcnut.ar or any :u;i ..nr of t shall make a vr.ltntary nnslgn-
iioht ti creditors or lit- fin.illy adjudg*d a bankrupt in fediral
bankruptcy procceling . th- r.t.te .hall line- rn lutll.ur

obligation to ouch atinignipg or ban), ripl p.iity »li »liter to

perfori hereund*r. uniea the tale i.ill t mi. ,0 ch".t to
[out till r to bit Q.11 Mil'll In-ri-ill drt.
ARTICU*. X

Appindix AA.attache 1 hereto end -iuli a part hereof,



sots forth additional general contract provisions of this
contract.
ARTICLE XVI.

1. Entire Agreement: This agreement constitutes the
entire agreement between the State and Purchaser relating to
the tjbjor.t natter of th.F agreement; and all pri >r writings
and oral undertakings, if any, have been integrated into and
made a part of this agreement. This agreement may not be
altered or amended in any respect except in writing duly
executed by or in behalf of the State and Purchaser.

2. Topical Headings: The topical headings used
heroin arc inserted for convenience only, and shall not be
construed as having any substantive significance or meaning
whatsoever, or as indicating that all of the provisions of
this agreement relating to any particular topic arc to be
found in any particular article.

IN WITNESS WHEREOF, the State has caused this agree-
ment to be executed by [t3 Commissioner of Natural Resources
and Commissioner of Administration; and the Purchaser has
caused this agreement to be executed by its President, there-
unto duly authorized, by its board of flire -tors in accordant ,
with the certified copy of the resolution of sard hoard
attached hereto, »nd its corporate sutil, duly attested, i
affixed hereto, nil in Duplicato Criginals in of tie day and

year first above written.

THE STATE OF ALASKA

- i 0'/]" C - v

Commissioner . / Cttnnitniciiu r
Nnpartncnt of Adminlstration UoTv/rtmunt,3f":iotur. 1 Re:/.u
The f.tiira -
AIIPROVI. 1) aAL TO 10JN: ALAlIaA OIL >e[J Till'NIThC CO.1."Mfi
iC—A;* . *
/ foi ~u ™ av."/L1 iir N
Attorney General Man*

State of Alas :t
Pure mse



t/t , certify that

X am tlie Assistant Secretery jf the corporation named as

Purchaser in the attached contract; that /, , 1 jsi 77 (/>0
who signed said contract on behalf of the Purchaser, was
then pje, I, ,° of said corporation; that said

contract was duly signed for and in behflf of said corporation
by authority of its governing body, and is within the scope

of its corporate powers.

[Corporate.Seal]



APPENDIX AA
Article A - 1. Inspection and Reports.

(a) The Department shall have tho right to inspect,
in such nanncr and at all reasonable times as it deems
appropriate, all activities of the Purchaser arising in tho
course of its undertakings under this contract.

(b) The Purchaser shall make progress and other
reports in such manner and at such times as tho Dej>artnent
may reasonably require.

Article A - 2. State Saved Harmless.

The Purchaser shall hold nnd save the State, its
officers, agents and employees, harmless from liability of
any nature or kind, including cost and expenses, for or on
account of any or all suits or damages of any character what-
soever resulting from injuries or damages sustained by any
person or persons or property by virtue of performance of
this ccentract.

Article A - 3. Equal Employment Opportunity.

(a) The Purchaser will not discriminate against
any employee or applicant for employment because of race,
color, religion, national origin, ancestry, age, or sex. The
Purchaser will take affirmative action to insure th.t
applicants are employed and trt.it employees are tre.ile.l
during employment without regard to their rice, color, reli-
gion, nitional origin, ancestry, age, or Such action
sh.,11 iiclude, but not be limited to, the following: employ-
ment, upgrading, dumotion, or transfer; recruitment or
recruitment tdvertislug; layoff or termination, rater, of
pay or other forms of compensation; and selection for train-
ing, iriltiding apprenticoahin, The Purchaser agrees to
post in cons| icuous places, available to employee! rlei
applicarts ftr employment, notices setting [lart'i the provi-

«1on; of tillr nondiscrimination clause.



(b) The Purchaser shall state, in all solicita-
tions or advertisements for employees to work on State of
Alaska contract jobs, that all qualified applicants will
receive consideration for employment without regard to race,
color, religion, national origin, ancestry, age, or Ssex.

(¢c) Tne Purchaser will send to each labor unior
or representative of workers with which the Purchaser has
a collective bargaining agreement or other contract or under-
standing a notice advising the said labor union or workers'
representative of the Purchaser's commitments under this
section, and shall post copies of the notice in conspicuous
places available to all employees and applicants for
employment.

(d) The Purchaser will include tho provisions
of Paragraphs (a) through (c) of this Section in every con-
tract, and will require the inclusion of those provisions
in overy sub-contract entered into by any of its sub-con-
tractors, no that such provisions will be binding upon each
sub-contractor, as the case may be.

(¢c) The Purchaser agrees that he will fully co-
operate with the office or agency of the State of Alaska
which seeks to deal with the problem of unlawfulor invidious
thiserinin.ition, and with .ill other State effortsto guaran-
tee fair Employment practices under this contract, and tiaid
Purchaser will comply promptly with all requests and direc-
tions fromthe State Commission for Human nights or any of
itn officer-; or agents relating to provnntioi of discriminatory
employment practice.

(t) full coopf ratio.< au expressed in clause (o)
I' regoing shall include, but nut bo limited to. )e 1110 a
witness in any proceeding involving questions oi unlawful or
invidious discrimination if such is denned necessary by nnv

official or agency of the Statu of Alaska, permitting



employees of said Purchaser to be witnesses or complainants
in any proceeding involving questions of unlawful or invi-
dious discrimination, if such is deemed necessary by any

official or agency of the State of Alaska, participating in
meetings, submitting periodic reports on the equal employ-
ment aspects of present and future employment, assisting in
inspection of the construction site, and promptly complying
with all State directives deemed essential by any office or
agency cf the Stato of Alaska to insure compliance with all
Federal and State laws, regulations and policies pertaining
to the prevention of discriminatory employment practices.

() Failure to perform any of the ahcve agree-
ments pertaining to equal employment opportunities shall be
deemed a material breach of tho contract.

The responsible officer overseeing compliance with
such fair practice and non-discrimination provision shall be
the executive head of such department or othor agency of the
State of Alaska as is a party to tho contract. Such respon-
sible officer shall report to the State Commission for Human
Rights whenever discriminatory practices arc brought to hir.
attention.

Article A - 4. Construction.

The Contract shall not be construed Cor or an.iinst

uithor party hereto on tho bisia that ouch psrty cid or did

not author it.



EXHIBIT "B"
MORTGAGE

This mortgatc, made this day of »
1069, by ALASKAN OIL AND REFINING COMPANY, a Texas corpora-
tion, (or its successor in interest), mortgagor, and THE
STATE OF ALASKA, mortgagoo,

WITNESSETH, That tho mortgagor mortgages to the
mortgagee the following described property situated in the
Kenai Recording District, State of Alaska:

Lot 4, Southeast quarter of Northwest

uarter, Section 22, Township 17 North

Jl?ggle“glz \S/ieﬁ,ricsieward Meridian, Third
together with tho attachments, tenements, hereditaments, and
appurtenances now or hereafter belonging or appertaining
thereto, and all tha rents, issues, and profits of the above-
described property (provided, however, that the mortgagor shall
be entitled to collect and rotain the rents, issues, and
profits until default hereunder), and all fixtures now or
hereafter attached to or used in connection with the premises
nerein described.

This mortgage is to secure mortgagor's performance
of the AGREEMENT FOR THE SALE AND PURCHASE OF STATE ROYALTY
OIL, (hereinafter referred to as "crntract"), -F,ntered into
Letwuun the mortgagor anu mortgagee and date

, 1969. The sums secured by tli _ i
ho an amount equivalent to all damageu direct and indirect,
suffered and incurred by mortgagee in (lie event ot mortgagor's
breach, non-performance, ot default ot said contract, up to
tho sum of 52,500,000. Mortgagee's damages in such event
shall include, hut not be limited to the following: (1)
those arising out of mortgagor':) failure to pay the contract,
price for royalty oil delivered Lo it by mortgagee: (2) those
arinlng out of mortgagor's inability or refusal to accept

and pay fox royalty oil acquitcd by mortgagee as a result -f



mortgagee's reliance upon mortgagor's performance under
said contract; (3) attorney's fees and court costs.

This mortgage shall be foreclosed in the manner pro-
vided in AS 09.45.170 and following.

Mortgagor covenants that ho is lawfully seized of
an estate in fee simple herein; that the premises are free of
any encumbrances, except as herein otherwise recited; that
he warrants the usual covenants to the sane extent as a
statutory warranty deod under the laws of tho State of Alaska
and all covenants herein made, and that he will defend
against any breach of any or all of the same.

Mortgagor further agrees to insure the premises
covered by this mortgage against loss by fire in an amount
equal to tho fair market value of the premises. Such in-
surance shall bn in a company or companies satisfactory to
the mortgagee and the mortgagee shall be named as benoficiary
of said insurance policy as its interest may appear, but in
no event In an amount less than $2,500,000. Mortgagor shall
deposit with mortgagee copies of tho insurance policy
required hy this paragraph.

Mortgagor agrees to pay the premiums of the insur-
ance and .ill taxes and assessments upon the mortgaged premises
when they occono due, and failure to pay such premiums, taxes
and assessments shall constitute n default under the agreement
for the unin and purchase of royalty oil.

This Deed applies to, inures to tl.e benefit of,
emi binds all partleu hereto, their heir .. lo\lAt«?PA, devisee;.,
jclrrim trotors, executor:;, successors anlassigns. In this
heed, whenever the context ru requires, the ntiifjlinc gender
Include-, the feminine and/or neuter, and the singular number

includes tho plural.



