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copier, thereof) It 1ts possession, including engineering ar.d site
selection information as may bo reasonably requcstf. by Loller.

ARTICLE XI

APPROVAL OF CONTRACT h'E STATS Of ALASKA
AND EFFECTIVE DATS

This Agreement shall take effect on the date cn which this
Agreement has been approved by concurrent resolution of a majority cf
each house of the Tenth Alaska State Legislature ('Effective Date).

ARTICLE XI1
SECURITY

12.1 Creatim, of Security Interest. To secure payment
all amounts due Seller for oil sold hereunder, Seller retains and
Buyer hereby grants a purchase money security interest in all of the
oil delivered and to be delivered to Buyer herouncer and in all oil
obtained by Buyer iIn exchange foi. oil purchased hereunder; the pro-
ducts made or processed from any sum oil, including all substances,
if any, commingled therewith, or adcod thereto; and iIn trie proceeds
of the sale of any such oil or products, including the accounts
receivable of Buyer arising from its sales 0" oil or products manu-
factured therefrom. The security interest shall attach to the oil
at the time and Pol it of Delivery but sh*1l terminate as to oil or
Products therefrom sold to a bona fid™- pure., ¥ « 0. Buyer iIn the

tru, i
ordinary course of Buyer®s business h'"~11le s. id scout Ity interest

shall attach to the accounts receivable arising therefrom. Notwith-
standing tho provisions of this Article 17.1, Seller agrees that (i)
the security interest in t¥=*oil shil I not attach at tnc tir*? and
Point of Delivery but instead at tin: til* the oit arrives and Is
delivered to Buyer the outlet fl nge measuring device of the Velde/.,
Alaska terminal facility of te? TranC-AlI*?:.-.a Pipeline Sys.v.i ( b.™11 )
as to any oil shipped under any tariff pertaining to tho TAPS which
contains a prohibition against carriage or oil on which a lion o< a
party other than the carrier thereof exists or which grant®s to any

currier ™ right to reject carriage of oil on vnich such a lien
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exists if Buyer has provided Seller a bond, le*ter of credit, market-

able securities or other security, as described ir. Article 12.27in

an. amount or of a value equivalent to tho value cf oil of Buyer in

the TAPS on which no lien of Seller exists, unless Seller or Buyer

has obtained and furnished for Buyer evidence that such prohibition

or right of rejection his bean effectively terminated or waived and

is unenforceable; 2nd (ii) no lien shall attach to any oil or pro-

ducts produced therefrom or accounts receivable created from the re-

sale thereof as to which payments to Siller have beer, node for the

(a) such payments are not derived from the sale of
interest of the Seller end

account of Buyer if
property otherwise subject to tho security

e(b) such payments are secured or are to be secured by such oil, the

products produced therefrom or the accounts receivable created from the

resale thereof. Seller agreas that any document filed to perfect Seller's

purchase money security interest described in this Article 12.1 shall

an exclusion to the effect set forth in the next preceding

contain

sentence. Buyer agrees that it shell not agree, or consent to, or

permit tho filing of, any lien or security interest in the oil other
than the lien of a TAPS carrier nor shall it transfer title thereto

prior to its arrival and delivery to Buyer ct the outlet flange

measuring device of the Valdez, Alaska terminal facility of the TAPS

or prior to the attachment of Seller's security interest thereto upon

such delivery. Buyer further agrees that it will not grant or concent

to any security interest in the oil or other security in favor of any

third prfcy unless such third party agrees in writing prior thereto

that such security interest is subordinate to trie security interest

v-L "kk, In* of
of the Bailor, exccp’Aas provided otherwise in Article 12.1(ii).

Buyer agrees to execute and file- all documents necessary to perfect

Seller's r.-:ld security interes* in the oil, proceeds from the oil and

accounts receivable referred to above. "Proceed ; of the sale'* shall

include proceed-, derived f;on insurance c¢*r other payments resulting
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from.damage to or dostruetion of the oil. or other property covered
by the security interest. To secure such payment Buyer shall cause

all policies of insurance on the oil or other property to which the

security interest attaches to name the Seller as coinsured as its

interests nay appear.

12.2 Alternative Security. In lieu of the security

interest provided in Article 12.1, Buyer may provide alternative
security in the form of a bond attached hereto and made a part
hereof as Exhibit "C", executed by the Buyer, as principal, and

a corporate surety agreed to by the Commissioner and authorized

to write such bonds in the State of Alaska, as surety for a sum

which shall substantially reflect the amounts owed by Buyer to
Seller plus an amount equal to the value of any oil delivered by
Seller to Buyer and not yet billed pursuait to A*tide IX; pro-
vided that v/henever Seller has reasonable grounds for asserting

and does assert any claims against Buyer in excess of the pena

sum of the bond of Buyer then in effect hereunder, Buyer after being
so requested by Seller shall either increase the penal sum of such
bond to an amount reasonably sufficient to cover the claim of Seller
and all expanses which ray be incurred by it in connection therewith
or shall furnish other security satisfactory to Seller, such an a
renewed security interest in the oil or a portion thereof sold here-
under, regardless of whether the Buyer does or does not recognize
t,-o valLidiry of the Seller's claim (so long as reasonable grounds
for asserting such claim e x 1 s | ) ~ omUh.ue. wh-rfr— huy;T Pay
at any tire and from, time to time deposit and maintain with the Com-
missioner at Buyer's expense in lieu of any such bond, either (i)

an irrevocable letter or letters of credit addressed to the Com-
missioner issued by a state or national banking institution of the

United BriV.r, which is a member of the Federal Deposit Insurance
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Corporation and has an aggregate capital and surplus of not loss
than $50,000,000, or (ii) marketable securities which are approved
by the Commissioner, and which shall be transferable by the
Commissioner or by delivery by stock pov/er attached or other means,
such letter or letters of credit to be in an aggregate amount, or
such marketable securities to be of an aggregate then fair market
value, of not less than the amount then required for Buyer's bond
hereunder any such letter or letters of credit and marketable
securities, together with any proceeds thereof, to be held by the

ASut-K I f ftis, on

Commissioner for the security and benefit of the Seller; ar.d™ci't).:”
i.rfr") or «toll, ftAvi. V/"H tU ) JL
—frr;—or— (ri™~ to be in form ano substance approved by the Seller.
The amount of said letter or letters of credit or marketable
securities shall be subject to increase in the same manner that
the face amount of the »ord is subject to increase. If marketable
securities are so furnished, other marketable securities which meet
the requirements of this Subparagraph (a) ray be substituted at any
tine ar.d from time to time for ar.y previously furnished marketable
securities, and the marketable securities so furnished shall be
increased if at any time the fair market value of the securities then
held by the Commissioner is less than, or may be reduced if tho
fair market value thereof égu(yer?_dﬁnlfhﬁgobjpw tWhen O//a-*

required of Buyer hereunder”™ *w- (-*- H—- w t j”~ which in the opinion

of the Commissioner is of equal value to the security above described.



ARTICLE X Il
OR EXCKAEGE OF crubt

13.1 Subject to the provisions of Article "..3

hereof

the further provisions c¢f this Article 13.1, Euyer nay trade or ex-

change any or all of the royalty crude oil for other crude oil cr

products. No trade or exchange by Euyer shall reduce the price to
be paid to Seller under Article VIIl hereof, and any such trade or
exchange shall be without cost or expense to Seller. Euyer agrees

not to trade or exchange royalty oil with another party unless that

oarty agrees to give Euyer written permission to terminate the trsio

or exchange relationship upon the termination of this Agreement

Buyer shall require of any trade or exchange partner specific ack-

nowledgment of Buyer's obligations under A.rticlc* 26.G and written
permission from Buyer's trade or exchange partner to terminate the
trade exchange arrangement upon termination of this Agreement
Buyer shall also require of its trade or exchange partner that it
agrees to include provisions similar to this section in contracts

for tho sale, trade or exchange of the royalty oil ar.d that all

subsequent purchasers and trade or exchange partners will do
Jikewise.
.ARTICLE XIV
DEFAULT

}4.1 Default. If

(1) either party shall fail to perform
covenants or obligation:; imposed upon it by this Agreement
except when such failure shall be excused under the force
najr'UC" provisions of Article XV, or

-40-
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(11) for any period of six (6) consecutive months,
beginning one (1) year after the Petrochemical Facility
has initiated processing of crude oil into petrochemicals,
ar.d subject to the provisions of Article XV, Buyer fails
to purchase in the aggregate at least one-third (1/3) of
the crude oil which could be purchased by Buyer rut of
the Leases and the leases referred to in Article 2.4
during any calendar month, or

(T11) Buyer hecomes insolvent or commits any act
constituting an act of bankruptcy, or

(1v) Buyer voluntarily files an action under the
United States Bankruptcy Act, or

(v) Euyer fails to obtain the dismissal of any in-
voluntary bankruptcy proceeding filed against it under
the provisions of the United States Bankruptcy Act within
thirty (30) days of the filing thereof

then and in any such event, the other party may, at its option and
without waiving ar.y other remedy for breach hereof, indicate such
party's election to cancel this Agreement by notice in writing
specifying in detail wherein the default has occurred. Except for
the instances stipulated in Articles 14.1(iii) through (v) above
and except for payment by Buyer to Seller, which shall be governed
by Article 9.6, the party in default shall have thirty (30) days
from the receipt of such notice to remedy such default and to pay
the other party for all loss or damage incurred as a result of such
default and indemnify such party against future claims or lens aris-
ing out of such default. Upon failure c¢f the defaulting party to
remedy its broach v/ithin the tire stipulated above, this Agreement
may be cancelled by the non-defaulting party by service of written
notice thereof upon the defaulting party. Any cancellation under

(except Article 14.1 (i1)) shall not
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prejudice the right of the party not in default to collect any
amounts due it hereunder for any damage or loss suffered by it and
shall not waive any other remedy to which the party not in default
may be entitled for breach of this Agreement

14.2 Disposition of Oil Upon Default, Cancellation or
Termination. It is agreed that if Buyer shall for any reason fail
to take the royalty oil hereunder as and when made available to the
Buyer pursuant to Buyer's previous nominations, Buyer shall
nevertheless pay Seller as though it had taken delivery of said
royalty oil, unless Seller through an understanding with Lessees ofr
the lessees referred to in Articles 2.3 and 2.4 is able to cance
delivery of the quantities called for in said nominations of Buyer.
In the event of any cancellation c¢r termination cf this Agreement,
whether ur.cer Articles 10.2 or 10.3, or because of default under
this Article XIV or /article 9.6, Buyer shall have an obligation to
continue to purchase Seller's royalty oil for up to seven (7) months
follov/ing termination or cancellation of this Agreement in such quan-
tities as Buyer has elected pursuant to the nomination procedure set
forth in Article 2.5 in the six (6) months preceding termination of
this Agreement, if Seller is required by the Lessees or the lessees
under Articles 2.3 and 2.4 to accept delivery in kind for such period.

14.3 Materiality of Breach. No default or breach of
or failure of performance under, this Agreement shall be deemed to
have occurred under this Agreement unless such default, breach or

failure of performance is material or substantial under all the cir-
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cumstances or involves the non-payment of any sum due under this
Agreement which is not the subject of a bona fide dispute
ARTICLE XV
FORCE MAJEURE

15.1 Relief from Obligations. Except for Buyer's and
Seller's obligations to make payment under this Agreement and except
for Buyer's obligation to take oil nominated by it, neither party
hereto shell be liable for any failure to perform the terms of this
Agreement when such failure is due in whole or substantial part to
a "force majeure" as hereinafter defined; provided, however, that if
an event constituting a force majeure shall prevent substantial per-
formance of a party's obligations hereunder in light of all the cir-
cumstances, so as to prevent the party not claiming force majeure
from obtaining the benefit of its bargain for a period in excess cf
four (4) years, said party not claiming force majeure shall have
the option to terminate this Agreement. Said option must be exer-
cised before the force majeure ceases to exist. The aforesaid pro-
viso shall x.ot permit the Seller co terminate in the event the force
majeure in question is based upon Buyer's inability to obtain requi-
site state permits, authorizations, or licenses if Buyer has exer-
cised the due diligence required by Article 15.2(ix). Other remedies
otherwise available for default or breach in the event of termination
after such four year period shall not thereby be affected.

15.2 Definition of "Force Majeure". The term "force

majeure" as employed in this Agreement shall mean (i) arts of Cod;
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(ii) strikes, lockouts or industrial disputes cr disturbances;

(iii) civil disturbances, arrests and restraint fron ruIeE or people;
(iv) interruptions by la'./s, orders, rules, regulations, acts or
restraints of any government or governmental body having proper
jurisdiction; (v) acts of the public enemy, wars, riots, blockades,
insurrections, mobilization; (vi) acts of vandalism or sabotage;
(vii) shortages, scarcity or inability to secure labor, fuel, power,
equipment or materials (including inability to secure materials by
reason of allocation promulgated by authorized governmental agencies),
(viii) inability or failure of contractors or subcontractors to per-
form, (ix) inability to obtain requisite federal, state or other
governmental permits, authorizations, or licenses provided the party
claiming force majeure has exercised due diligence in attempting to
obtain such permits, authorizations or licenses; (x) inability to
ship materials because of unavailability of shipping, docking or
what -'age not within the reasonable control of the party claiming the
existence of a force majeure; (xi) epidemics, landslides, lightning,
earthquakes, fire, explosion, floods, washouts, storms, other
unusual adverse weather conditions; (xii) breakdowns of machinery,
equipment or lines of pipe; (xiii) freezing of wells, pipe lines or
other equipment; (xiv) shutdowns necessary for making repairs or
alterations to pipe lines or plants, mechanical failure, or the
necessity of testing wells, machinery or linos of pipe as may be
required by governmental authority or as roav be deemed necessary

by the testing party for the safe operation thereof whether or not



of the kind herein enumerated; or (xv) any other event or condition
otherwise not reasonably within the control of the party claiming
force majeure, whether or not similar to the enumerations of

(i) through (xiv).

15.3 Effect of Force Majeure. Upon the occurrence ar.d
discovery of an event constituting force majeure, the party claim-
ing that the event is a force majeure shall notify the other party
hereto of its claim of force majeure. The party claiming the exist-
ence of a force majeure shall, so far as reasonably possible, attempt
to remedy such event with due diligence, and the obligations of the
disabled party to perform under this Agreement, insofar as they are
affected by such force majeure, shall be suspended from the time
such force majeure occurs and for so long as the disability so caused
should have continued had the party claiming the existence of the
force majeure met its remedial obligations under this Article 15.3,
and for no longer. The settlement of strikes or lockouts or indus-
trial disputes or disturbances shall be entirely within tho discre-
tion of the party having the difficulty, and the above requirement
that any force majeure shall be remedied with due diligence shall
not require the settlement of strikes, lockouts or industrial dis-
putes or disturbances by acceding to the demands of any opposing
party therein when such course is inadvisable in the solo discretion

of the disabled party.



ARTICLE XVI

NOTICES

16.1 Notices. Ary notice, request, demend or statement

provided for in this Agreement must be in writing, and may he given

by depositing same in the mail, addressed to the party to be notified,
postage prepaid, and registered or certified, v/ith a return receipt
requested, or by delivery of same in person to such other party.
Notice deposited in the mail in the manner hereinabove described

shall be effective upon the expiration of seven (7) days after it

is so deposited. Notice given in any other manner shall be effec-
tive only if and when received by the addressee. For purposes of

notice the addresses of the parties hereto shall be as follows:

[f to Seller: State of Alaska
Commissioner of Natural Resources
Pouch "M"
Juneau, A.laska 99311
and
Commissioner of Revenue
Pouch "S"

Juneau, Alaska 99311

and

Director, Division of Minerals
and Energy Management

323 Fourth Street

Anchorage, Alaska 99501

If to Buyer: Alaska Petrochemical Company
G0l W. 5th Avenue, $320
Anchorage, Alaska 99501

and

Alaska Petrochemical Company
P. 0. Box 655*1

Houston, Texas 77005
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16.2 Change of Address. Each party may change its ad¢

for notice by giving notice thereof in the manner hereinabove
provided.
ARTICLE XVII
WAIVER

The failure of Seller or Buyer to insist upon strict per-
formance of any provision hereof shall not constitute a waiver of,
or estoppel against asserting, the right to require such performance
in the future; a waiver or estoppel in any one instance shall not
constitute a waiver or estoppel with respect to a later breach of a
similar nature or otherwise; a course of performance established by
a party shall likewise notAeSMp the other party from complaining
of a later breach similar in nature.

ARTICLE XV III
RECORDS

18.1 Preservation of Records. Buyer and Seller will p
serve and maintain all books, accounts and records relating to or
arising out of the performance of this Agreement, including but not
limited to, the planning, construction and operation of the Petro-
chemical Facility and the purchase or resale of the royalty oil and
its refined products for a period of four (4) years. Buyer wil
also maintain ar.d preserve all similar books, accounts and records
of which it has posses?ion belonging to those third parties with

whom it contracts for the performance of various parts of this

Agreement. Neither Buyer nor Seller shall be required to retail?
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any records for more than six (6) years unless retention of such
records is specifically required by applicable law or regulation.
Buyer shall either maintain its records within the State of Alaska
or make such records available to Seller at Buyer's principal office
in the State of Alaska within thirty (30) days after written request
therefor by Seller.

18.2 Inspection of Records of Parties. FEuyer and Seller
will accord to each other and to their authorized agents, attorneys
and auditors during reasonable busines: hours access to any and al
property, records, hooks, documents and indexes thereto directly
relating to the Buyer's or Seller's performance of this Agreement
and which are under the control of the party from which access s
desired so that the other party may inspect, photograph and make
copies of such property, records, books, documents and indexes
thereto. Notwitnstancling the foregoing, (i) Seller shall not be
required to disclose any information, data or records which are
required to be held confidential by applicable state law or emu-
lation, and (ii) Buyer shall not be required to disclose any
information, data or records containing trade secrets which Buyer
or its Affiliates, contractors or subcontractors by contract with
unaffiliated third parties have agre«=d to hold confidential. Seller
shall notify Buyer of all information obtained, recorded or copied
from Buyer's records in order that Buyer may evaluate the c;dvis~
ability of seeking that such information be held confidential by
Seller under applicable law or regulation or under the provisions

of this Article.
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1S .3 Financial Statements. So that Seller may be fully
informed with regard to Buyer's financial capabilities on an on-
going basis, Buyer will provide Sailer with a financial statement

at quarterly intervals d ring any periods which Buyer is receiving

delivery of oil under this Agreement from Seller. In addition,
Euver will provide Seller with year-end financial statements audited
by an independent certified public accounting firm. Preparation Ox th--

financial statements shall be ah Buyer's cost. Said statements sha_l
be communicated to Seller in the manner provided in Article 16.x.
ARTICLE XIX

REGULATIONS; SOVEREIGN POWERS;
RO E TAL REGULATION AND STANDARDS

19.1 Applicable Laws, Rules and Regulations. This Agre

RULES A
ENVI

ment ar.d the covenants contained herein shall not be interpreted

as a limit on the exercise by the State of Alaska of any of its
sovereign or regulatory powers, whether inherent or as may bhe set
forth by constitution, statute or regulation, to protect the environ-
ment, fish and wildlife, or the health, safety, general welfare,

lives or property of the people® of the State of Alaska. This Agree-
ment is subject to all present and future valid laws, orders, rules
and regulations of the United States, the State of Alaska, or any
duly constituted agency thereof, provided, however, that this paragraph
shall not be deemed a consent to any attempted alteration, amendment
termination or revocation of tho contractual rights, obligations

or duties of the parties hereto by the State of Alaska

19.7 Corpliar.cc with State Rules_ar.d Regulation. Buyer
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shall comply with all valid and applicable lav/s and regulations
with regard to saint*iring the quality of the environment of the
State of Alaska, the wall-being of fish and wildlife of the State,
and the health, safety ar.d welfare of the citizens of the State

of Alaska™ in the construction of the Petrochemical Facility, the
operation and maintenance of the Petrochemical Facility curing the
term hereof, and with respect to Buyer's purchase, refining and

resale of the oil sold hereunder

19.3 Compliance with Supplemental Environmental

Buyer agrees to comply with the environmental protection standards

set forth in Exhibit "D", whether or not such standards are required

presently or in the future by applicable governmental lav, or regula-
tion; provided, however, that the Commissioner of the Department

of Environmental Conservation shall possess the power and authority

to waive cr eliminate any such standards upon a showing of reasonable

cause, and provided further that the standards set forth in Exhibit

"D" are supplemental to, and not substitutive of, any present or

future laws or regulations applicable to regulation of the environmen

of the State of Alaska
ARTICLE XX

GOVERNIN™™ 1AW

This Agreement shall be governed by and construed in

accordance with the laws of the State of Alaska, excluding any
conflicts-of-lav rule or principle which might refer such

construction to the laws of another state or country.
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ARTICLE XXI
SEVERABILITY

If any of the terms and conditions of this Agreement are held
by any court or governmental authority of competent jurisdiction to
contravene cr to bo invalid under the lavs of any political body having
jurisdiction over the subject matter hereof, such contravention or
invalidity shall not invalidate the entire Agreement. Instead, this
Agreement shall be construed as if it did not contain the particular
provision or provisions held to be invalid, the rights and obligations

of the parties hereto shall be construed and enforced accordingly if

feasible, and this Agreement shall thereupon remain in full force and
effect.
ARTICLE X XII
AMENDMENT

This Agreement may be supplemented, amended or modified only
by a written instrument duly executed by both the parties hereto after
proper prior authorization, including approval by the Alaska Royalty
Oil & Gas Development Advisory Board and the Alaska State Legislature.
Buyer agrees that in the event Article VIII of this Agreement is
subsequently amended so as to materially reduce the consideration paid
to the Seller, directly cr indirectly, for the royalty oil, said amend-
ment will only be effective after it has been approved by a direct

vote of the people of the State of Alaska
ARTICLE X X II
SUCCESSORS, AND ASSIGNS

23.1 General Prohibition of.,Assignment. Except as

permitted under Article 23.2 no assignment of this Agreement shall be made

by cither perty without first obtaining the written consent oc tho other

party. The Commissioner r.sy grant such consent on behalf of Seller
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23.2 Limited Right of Assignment:. This Agreement
bind and benefit the parties hereto and their respective sSuccessors
and valid assigns, but no permitted conveyance or transfer of any
interest of either party shall be valid until such other party has
been furnished with written notice and a true copy of such conveyance
or transfer and an assumption, if any, of this Agreement by such
assignee. Either Buyer or Seller, or both, may assign, its right,
title and interest in, to ar.d by virtue of this Agreement, inclu ing
any and all extensions, renewals, amendments and supplements thereto
to a trustee or trustees, individual or corporate, or to any lender
or lenders, as security for bonds cr other indebtedness, obliga-
tions or securities, without such trustee or trustees cr lender or
lenders assuming or becoming ir. any respect obligated to perform,
any of the obligations of the assignor, and if any such trustee or
lender bhe a corporation, without its being required by the parties
hereto to qualify to do business m the State of Alaska (but such
trustee or lender shall be required to submit to tho jurisdiction
of the courts of the State of Alaska for matters relating to this
Agreement), ar.d r.o such assignment shall serve to relieve the
assigning party ¢>5 its obligations hereunder. Any assignment by
Buyer pursuant o the next preceding sentence shall be subject to
the prior written approval of the Commissioner of any such trustee
or trustees or lender or lenders; provided, however, that on or
after the date that all the conditions stated in Article 10.2(3)

have been fulfilled, no such prior written approva' shall be

-52-
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required ar.d such assignment to such trustee or trustees or lender
or lenders may be freely made. In tho event any such trustee or
trustees, lender or lenders, or their assignee shall foreclose
upon or otherwise assume ownership rights in and 'to this Agreement
thereupon such trustee or trustees or lender or lenders and their
valid successor and assigns (i) shall assume such rights and benefits
as well as obligations ard liabilities cnlv upon written notice
given by it or then to Seller, (ii) shall have the right to receive
fron Seller, without assuming any obligations or liabilities under
this Agreement/ except as expressed below in the last sentence of
this paragraph, any money cr property cved by Seller to Buyer under
this Agreement as of the date of such foreclosure, (iii) shall have
the right to sell or assign their ownership righto to this Agreement
to any person, without the consent of the Seller if such person
assumes the obligations of Euyer under this Agreement, and (iv)
following such further sale or assignment, shall be relieved of
any obligations or liabilities provided for under this Agreement
Nothing contained within this Article 23.2 shall operate no as (1)
to terminate or subordinate Seller's security interest ir. oil
products, proceeds of the s“leaTZ) to cancel any obligation to provid
security as set forth iIn Article 12.2, until ror.oy owed to Seller
under this Agreement is paid.
ARTICLE XXV
EQUAL : ttPLOY.MEKT OPPORTUNITY

24.1 ®iscrimirstinn. Buyer Vill net dlrcrinineti against
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any employee or applicant for employment because of race, color,
religion, national origin, ancestry, age or sex. The Buyer will
take affirmative action to insure that applicants are considered
for employment, and that employees are treated during employment,
without regard to their race, color, religion, national origin,
ancestry, age or sex. Such action shall include, but not be limited
to, the following: employment, upgrading, demotion, or transfer;
recruitment or recruitment advertising; layoff or termination, rates
cf pay or other forms of compensation; and selection for training,
including apprenticeship. The Buyer agrees to post in conspicuous
places, available to employees and applicants for employment, notices
setting forth the provisions of this nondiscrimination clause.

2s.2 Advcrtisenant of Equal Employs:sr.t Opportunity.
The Buyer shall state, in all solicitations cr advertisements for
crgloyoes to worISO/cthat all qualified applicants will receive consid-
oration for employment without regard to race, color, religion,
national origin, ancestry, ago or coOX.

2-5.3 Notices to Unions. The Buyer will send to each
I,,bor union or representative of workers with which the Buyer has
a collective bargaining agreement or othvr contract or understanding
V notice advising the lubor union or workers' representative of
the buyer's co~mitn-r.tr- under this Ar»iclc- and shall post copies
o! the notice in cancoicvouc places available to all employees ar.d
applicants for employment.

24 .4 ir.cKkuion of l.guul Bmoloyr-sr.t Opportunity Provisions
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in Centrists ar.d Subcontracts. The Buyer will include the provisions
of Article 24.1 through 24.3 in its contracts pertaining to the
construction ar.d operation of the Petrochemical facility ar.d will
require the inclusion of these provisions in every subcontract enter-
ed into by any cf its contractors, so that such provisions will
be binding upon each subcontractor of Buyer.

24.5 Cooperation with Agencies cf Seller. The
agrees that it will fully cooperate with the office or agency of
the Scsto of Alaska which seeks to deal with the problem of unlawful
or invidious discrimination, and with all other State efforts to
guarantee fair employment practices under this Agreement, and Euyer
will comply promptly with all reasonable requests and directions
from the State Commission for Human Rights or any of its officers
or agents relating to prevention of discriminatory employment
practice. Full cooperation as expressed above shall include, but
not be limited to, being a witness ir. any proceeding involving
questions c¢f unlawful cr invidious discrininaticn if such is deemed
necessary by ar.y official or agency of the State of Alaska;, per-
mitting employees of Euyer to bhe witnesses or complainants in any
proceeding involving questions of unlawful or invidious discrirr.inafcio
if such is doomed necessary by any official or agency of the St:to
of Alaska; participating 1in meetings; submit!: rg periodic reports
on the equal employror.t aspects of present find future employment
assisting ir. inspection of the Petrochemical Facility site during

ar.d after the construction; and prc ptly complying with all
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directives deemed essential by any office or agency of the
State of Alaska to insure compliance with all federal ar.d state laws,
regulations ard policies pertaining to the prevention of dis-

criminatory employment practices.
ARTICLE XXI

LOCAL HIRE AND TRAINING

25.1 Local Hire.

(1) Buyer will comply with all applicable A.laska
statutes ar.d regulations in effect at the time this Agreement
becomes effective as well as all amendments thereto and subsequent
enactments* providing for local or resident hire.

(2) In addition, ar.d subject to compliance

other requirements of state or federal law or regulation, Buyer
will give preference to hiring qualified and available residents
over nonresidents for all work to be performed in the construction,
operation and maintenance of the Petrochemical Facility. Buyer
shall not discriminate against Alaska residents by differentiating
between residents and nonresidents in payment of wages, salaries,
fringe benefits and working conditions. Nothing shall prohibit
the Euyer from hiring Alaska residents through private sources.
However, if private sources are unahble to supply qualified Alaska
residents, Euyer shall then attempt to seck qualified Alaska residents
through the Alaska Department of labor prior to the employment of
nonresidents. The Buyer shall allow said Department of Labor two

cays, excluding Saturday, Sunday and state holidays, to produce
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rntu

qualified resident workers prior to the employment of nonresidents.
If suitable resident workers are not provided within the specified
time period, the Buyer may employ nonresidents possessing the
qualifications necessary to perform the work. Notwithstanding the
foregoing, the Euyer may hire nonresidents (i) on an emergency bhasis
for the duration of any emergency, (ii) as casual or intermittent
employees if their employment will not exceed thirty (30) working
days, or (iii) as specially skilled employees when the Department
of Labor agrees in advance that such specially skilled persons are
unavailable within the State of Alaska.

(3) Buyer will use its best efforts to incorporate

"info

in any ar.d all collective bargaining agreementsAv/hich It enters
with labor unions covering work to he performed in the construction,
operation and maintenance cf the Petrochemical Facility and associated
facilities and operations, a provision or provisions requiring the
unions' dispatch procedures be established and operated in a manner
vhich w ill assure that qualified Alaska residents will be employed
to perform said work.

(¢1) Euyer will incorporate in any and all agreements
J
it enters with contractors and subcontractors provisions requiring

the employment of qualified Alaska residents, as set forth in

Article 25.1(2), and utilization of the contractors' or subcontractors’
best efforts to obtain agreements with labor unions, as specified

in Article 25.1(3).

(5) Kencomp! i.anco with the preceding covenants of
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this Article 25.1 or of Article XXIV shall be grounds for a
complaint which an aggrieved resident or the State of Alaska, on
its own motion, may file with the Department of Labor against the
S5uyer, but shall not be considered a default under Article XIV.
Buyer hereby agrees to submit to the jurisdiction of the Department
of Labor for purposes of determining whether noncompliance in fact
occurred. Said Department shall hold a hearing at which the parties
may present relevant evidence and cross-examine witnesses prior
to such a determination. Adequate notice thereof shall be given
to all parties concerned. Upon a determination that noncompliance
occurred, the Buyer shall pay the aggrieved party a sumequal to
the amountthe resident would have received had he beenemployed
by the Buyer, up to a maximum of one (1) year's salary. If such
compliance is determined to have been w illful, tho Department may
award an additional sum up to the amount of the original sum awarded
(6) For purposes of this Article
(a) "resident" means a person who
(i) except for brief intervals,
military service, attendance at an educational
or training institution, or for absences for
good cause, is physically present in the state
for a period of one year immediately before

the time his status is determined:

(ii1) maintains a place of residence
in the state;

(Ti1) lias established residency in
the state;

(iv) has not, within the period of
required residency, claimed residency in another
state; and

-53-



(v) shows by all attending circumstances
that his intent is to make Alaska his permanent
residence;

provided, however, that in the event a final judgment is rendered
by a court of competent jurisdiction in the State cf Alaska that
the one year period stated in Alaska Statutes Section 33.40.090

is unconditional because of the length of time, the one year period
stated in this subparagraph shall be reduced to such period as is

constitutionally acceptable

(b)  "qualified" means capable, through education,
training cr experience, of performing the duties and satisfying
the usual terms and conditions of the employment, if those duties
terms and conditions m?et the reasonable standards of the industry
as required of other employees performing the same type of work
in the industry;

(¢c) "willful noncoroliance" means intentionally,
knowingly, or purposely, without justifiable excuse, not giving
preference to qualified Alaska residents in employment covered by

this section: and

(d)  "noncomplianco" means not giving preference
to qualified Alaska residents in employment covered by this /article

25.1
(7) ithc performance of this Article 23.1

be interpreted to require any action which constitutes tho violation
of any federal or state law or regulation, particularly those relat-

ing to discrimination in hiring.
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25.2 Local Training. Buyer, in order to effectuate
purposes of Article XXIV end /article 25.1, and in order to insure
the maximum practicable employment of Alaska residents in the oper-
ation and maintenance of the Petrochemical Facility, shall initiate
training programs to provide skilled local personnel and adequately
trained residents to apply for permanent employment in the operation
and maintenance of the Petrochemical Facility. Buyer shall establish
ar.d furnish to Seller its employment requirements for the cosration
and maintenance of the Petrochemical Facility, including the approxi-
mate numbers of employees and identification of: the types of skills
needed, in sufficient time (but not more than one year) for Seller
and Buyer to design and conduct its training programs in the skills
required. In pursuing such programs, Buyer intends to and shal
seek the support and financial aid of other groups and agencies,
to v/it: tho federal government, Seller, municipal and local authori-
ties, unions, and certain native Alaskan corporations. Seller will
provide Buyer with reasonable assistance in the design end administ-
ration of the training program. Due to the difficulty of establish-
ing objective criteria to insure that adequate effort has been expend-
ed by Buyer and because Buyer expects Seller to join with it in
establishing such training programs ar.d obtaining funds therefor
from a variety of governmental sources, including Seller itself,
Buyer's obligations under this program shall be deemed fulfilled
in the event that Buyer has expended $500,000 or; such training pro-

grams or, in the alternative, that cn aggregate of $1,000,000 has
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been expended from all sources (including all federal, private and
state funds) on such training programs on or prior to ten (10)

years from the Effective Date.

25.3 Infrastructure Development. Buyer agrees to use
its best efforts to coordinate construction of the Petrochemical
Facility with local municipal and borough authorities in order that
development of supporting residential, service and other aspects
of infrastructure may be coordinated. To that end, Buyer shal
seek to arrive at mutually satisfactory solutions with municipal
and borough governments to the perceived heavy demand on the physica
plant and services of neighboring communities as a result of the
construction and operation of the Petrochemical Fctcility.

ARTICLE XXVI
MISCELLANEQUS

26.1  Exhibits. Exhibits "A" through "D", which are
attached to this Agreement, are by this reference incorporated into
and made a part of this Agreement

26.2 Headings. The headings of this Agreement are insert-
ed for convenience and identification only and are not intended
to describe, interpret, define or limit the scope, extent or intent
cf this Agree.-,ant or any provision hereof

26.3 Gender. Whenever the context requires, the- gender
cf all words used in this Agreement shall include the masculine,
feminine ar.d neuter, ar.d the number of all words shall include

the singular and the plural



26.4 Counterparts. This Agreement may be executed in
any number of counterparts with the same effect as if Seller and
Buyer had signed one document. AIll counterparts shall be construed
together and shall constitute one and the same instrument

26.5 Additional Documents. In connection with this
Agreement, as well as all transactions contemplated by this
Agreement, Seller and Buyer agree to execute and deliver such
additional documents and instruments and to perform such additional
acts as may be necessary or appropriate to effectuate, carry out
and perform all the terms, provisions and conditions of this
Agreement and all such transactions.

26.6 Supplier-Purchaser Relationship. Buyer and Seller
each agree to take all action reasonably necessary or appropriate
to effect the transactions contemplated by this Agreement and each
party's performance of its obligations hereunder. In the event
that this Agreement is canceled or terminated by any party pursuant
to tho terms hereof, Seller and Buyer hereby agree to waive any
rights which either party nay have to a continuation of ar.y
supplicr-purchacer relationship that may have been established
with respect to the State of Alaska royalty crude oil for purposes
of any federal mandatory crude oil allocation program. Specifi-
cally, the Buyer expressly states and the Seller agrees that the
consent given in the immediately preceding sentence is such a
consent to the termination of any supplier-purchaser relationship

between the Seller and tho Buyer which may be deemed to exist
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under the Federal ‘'andatery Petroleum Allocation Regulations

(10 C.F.R., Part 211) as is provided ir. 10 C.F.R. 211.63(g) (1) (i)

of such Regulations. Seller ar.d Euyer also agree that any

subsequent contracts for the sale, exchange or other disposition

of the State of .Alaska royalty crude oil that nay be entered into

by the Buyer or Seller herein will include the advance written

consent of the purchaser, exchange partner or other recipient of

the crude oil to the termination of any supplier-purchaser relation -
ship which may bhe deemed to exist with respect to the State of Alaska
royalty crude oil for purposes of any mandatory crude oil allocation
program upon the expiration, cancellation or termination of the
underlying contractual agreement for the sale, exchange or ether
disposition cf the crude oil or in the event that the agreement
between the Seller and the Buyer for the sale ar.d purchase cf the
crude oil is terminated for any reason, including termination for
default as stated in Articles IX and XIV or because Buyer fails

to meet its obligations undor Artide 30.2. Buyer also agrees to
include in any contracts for the sale, exchange or other disposition
of the State c¢: Alaska royalty crude oil an agreement by the purchaser
exchange partner or other recipient of the crude oil to include
identical waiver provisions in cill subsequent sales, exchanges ofr
other disposition of the crude oil by that purchasgt, exchange gfrtner
or other recipient ar.d by any subsequent purchasers, exchange partners

or other recipients.

2C.7 ?.cason ;blf-r.csc c¢f Approvals. Buyer and Seller agree
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that as to ar.y approvals or consents required of either of then
under this Agreement, except for extensions of time periods under
Article 10.2, such approvals or consents shall net be unreasonably
withheld.

IN WITNESS WHEREOF, the Seller has caused this Agreement to
be executed by its Commissioner of Natural Resources and the Buyer
has caused this Agreement to be executed by its President, there-
unto duly authorized by its Board of Directors in accordance with
the certified seal, duly attested, to be affixed hereto, as of the
day and year first above written.

THJ riATE 60 ALASKA

|
AIdZDS TO FOR:*.

ATTEST: « ..

fl

of the corporation narod

ns

Buyer
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VAConm.issroner, u*EparLment
of Natural Resources
"SELLER"

ALASKA PETROCHEMICAL COMPANY

Py : .
' President
certify that | am the Secretary
in the above contract, that



0> GHA&I&Z [1& )16 was then President of said corporation;
that said Agreement v/as duly signed for and in behalf of said
corporation by authority of its governing body, and is within the

scope of its corporate powers.

Secretarj
Vi mm i
*(CORPORATE SEAL)
THE STATE OF ALASKA
) ss,
JUDICIAL DISTRICT )
THIS IS TO CERTIFY that on this day ofV

1978, before me, the undersigned, a Notary Public in and for £m?
State of AlLcpsha, duly commissioned and sworn as such, personally

appeared ACozsJ: (a ' to me known to be the
Commissioner of Natural Resources for the STATE OF ALASKA, and

known to me to be the person who executed the within instrument on
behalf of the STATE OF ALASKA, and acknowledged to me that the same
was signed as a free act and deed of the STATE OF ALASKA for the

purposes and uses therein stated.

WITNESS my hand and notarial seal the day and year last above
written.

' NOTARY PUBLIC in and for Alaska.

My commission expires; /Lei}yt
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THE STATE OF ALASKA
JUDICIAL DISTRICT )

undersigned, a Notary Public in and for £0e

State of Alaska, duly commissioned and sworn as _such ersonaIIK
appeared the President of ALASKA PETROCHEMICAL COMPANY, ar. Alaska
co_rﬁ,ora,tmn, and known to me to be the person v/ho executed the
within instrument on behalf of the corporation herein named, and
acknowledged to r.e that the same was signed as a free act and
deed of said corporation for the uses and purposes therein stated
and pursuant to its Bylaws or a resolution of its Board of

Directors.

. WITNESS my hand and notarial seal the day and year last above
written,



CERTIFICATE

1, O. Qufl-r '3 i , President end a member of the
Beard of Directors of ALASKA PETROCHEMICAL COMPANY, an Alaska

corporation, do hereby certify that the following is a true and
correct copy of a resolution adopted by the Board of Directors
of said ALASKA PETROCHEMICAL COMPANY at a special meeting duly

called and held at i u. C Alaska, on f IXz2."Tu 21,

EE IT RESOLVED by the Board of Directors of Alaska
Petrochemical Company that the Agreement for the Sale
and Purchase of State Royalty Oil between Alaska Petro-
chemical Company and the Commies .oner of Natural Resources
of the State of Alaska presented to the Eoarc at a special
meeting duly called and held in J u . > Alaska,
on rikz-ry 2-7-— , 1978, Dbe and-is hereby approved;

BE IT FURTHER RESOLVED that the officers of the
corporation be and hereby are authorized ar.d directed to
execute said Agreement for the Sale ar.d Purchase of State
Royalty Oil in the name of Alaska Petrochemical Company,
and all further agreements and instruments that may bo
necessary or desirable to implement the purposes of that
agreement,

SUBSCRIBED and SWORN to before mo this 0 f
. 1978



EXHIBIT "A™

Attached to ar.d Made a Part of the Agreement for the
Sale and Purchase of State Royalty oil dated February 19/8 f
1075-3 between ALASKA PETROCHEMICAL COMPANY, an Alaska corporation
"Buyer", and the COMMISSIONER OF NATURAL RESOURCES OF THE STATE
OF ALASKA, acting pursuant to Alaska Statute 38.05.183, "Seller"
With Respect to Certain Royalty Oil Owned and Taken In-Xir.d by

Seller Under the Leases Described Herein Covering Lands 1in the

State of Alaska.

Tricl o No. of sA.Pili'l Bi..i Leuec ORR. thr'rh’
No. P.-iCFipBsn Acres so. RoyaITy of Record lajvi?a C --e15p
(Um-.il Mrri-iun, Alula)
1 TI2N-RJIE,5;«. 9.10 1250 «zsss 1/S Mcbil inu Chevron szroﬁ()%"
2 T12N-rlt;, S-rs. 11.12 1,20 25133 1/S AP.Co.andF moo XB(OCT:](L_SCSlS(;S
0 TI2X-R12E, <& 7 50 25231 1/S AK.Co.and Ex.on X%no_ 33(:037
4 TI2N-KLjil, S*r. 23,24 1250  3592.3 1/5 S0'.'0oiVIrolviim Co. S0S:>-i:-J'r?
5 tT12N-R!o£,50rs.:i.22 1,2:0 ws.as  1/S ARCo an:! 15won é&o%o : 953
6 TI2ZN RISE, Socj. 19.20 1.225 31927 1/S ARco ™M) Rvron év\}l(I%O 59@(
T TIZN**R14E, Sti». 23,24 1250  3152; 175 AR.Co a--/ Exxon x§0%0—30370:“
6 TI12N-RME,5::. 22 Cl0 25257 1/S A P.Co and EXXon ﬁ?)'(cr03_7370“
9 TI2NHI13K.S « H 553 «arico  1/S Mobd and | iillip. Mob!—3073
10 TI2N-Lidr,S.» 21,21 1250 415> 176 Mobil aitdFfi-"lijn Mho.l;!l,'—cd't'::-rr-
11 TI2N-iw**" 5'ft 21,22 1250 25137 1/S  AR.Co.and E xxji évxor'—-’ﬁ%
12 112N «nz. Sft w,1s,19,20 2,::s 2525> 1/5 AKCo. and K won A KCo 03 !
l? TN HILES - 13 1,724 25+) 25337 1/6 APCo.ird Kojii QPCO |03*977
1l T12N-Kill.s" 13.16.21.’2 2.329 L7117 1/S MA-sand Ch'\to.i & T]Or|7—987“
13 TI2N HIIL.S-c. IV, 1%19,20 2. 11s 1/t 1/S MoVl > CR-x.'on (I\J/lhaebx%oamgO“
10 TI2\ Ut ;-.5-ft n,21 1250 23677 15 Ag(()ii?a'ﬁfUéJlﬁlljn%' ﬁix{_\f}l_
17 71i.A 1mmb.s..,  20,3+.:  1L.sos 47-350 1/S  Mobiland Clieuoti N b0>b|1§{l @73
IS 112N RXIF:. S-<»27,25,\\'V, ~ 2'<70 25230 1/S ARCo and E»\o-i ﬁ%!)l:\(/(%g_;g‘;??_
19 Tlovenlit,s-V  27.>\s3.362.7c0 D,s1.5 1/S ARCo.and Kxv. i éfl 05—6%0
20 312\ Lt<s- . 24CATIT25439 7'/, 1/6 A P.Coonllix emi AL O_-Séli; f
21 orr.on-ller, mee 27,2577, 3 i7s A RCil %! « ,10\)5233 -
21 HSNM CE*'f* 07“A.7\ Jlo  2%137 /s VLA, I '.Vl bd-SOS":*
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; 0, ¢f
TNrth IN-ierrptrer] %\Iﬁ
(Ir. Mer far., Alas a)
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EXHIBIT "B"

Calculation of monthly in value royalty under the

Leases and leases (all calculations
shall be rounded to the nearest $0,001)

STEP 1: Calculate each producer®"s weighted average value per barrel at Point of Delivery
"for all oil sold by each producer during tho month, as follows:
Example, Producer V
(1) (2) (3) (4) (5) (G) (7)
Sales Price Point of Weighted
Volume at Shipping Pipeline Delivery Average
Destination Sold Destination Costs Tariff Value Value
2,000,000 $12,500 $ -0- $4.770 $7,730
<1,000,000 13.370 1.110 4.750 7.510
3,000,000 13, <1-10 3.1330 4.750 4.000
T67345

Columns 2, 3, 4 and 5 shall be computed from actual data

as reported by each producer and
filed with the State of Alaska for* royalty

okivornmy»-iw»y purposes” a-*

STEP 2: Tho "weighted average value"™ per barrel of

each producer (column 7 above) at
tfjTe point of Delivery shall then be used in

column (9) below in calculating the appltcabi
in value price for each producer (column Il below), the weighted average of which shall

be the In Vvalue Price to Buyer (column 12), as follows:

pnoo 1 of 2



-continuod-

Dxamplc, fill producers:

©) €] (10) (11) 12)
Producer V.&d. Avg. Value wta. Avg. Price Applicable Ir. Value
and at Point of Received by all Price for 1In Price to
Cunnt.ity Delivery (Col. 7) other Producers Voluc Calculation Buyer
X;
%$,200, 000 $6.920 $6.4 0-5 $6,920
V3
11,000,000 6.345 7.003 7.003
Z;
500,000 7.700 6.504 7.700
Weighted Avg. $0,542 $7,003
Xotcs:

1) V.dUCS in column 10 arc the weighted average of all producers other than the producer
for which the calculation 1is being made.

2) Column 11 is the highest of the values in columns 9 or 10 for each producer.
3) Column 12 if the weighted average of values in column 11.

4) Buyer shall not pay any reimbursable costs under Article 0.2 wuntil such costs are
judicialjy determined as owing.

5) There is r,0 posted price. "Market" or "field"” value shall not beused in calculating
the "in Value price to Buyer™ unless and until the methodology of determining same
is judicially decided.

6) Subject to later adjustment under Article 9.5.

page 2 of 2



EXHIBIT "C"

FORM Or BON'D

Tho bond shall be in a form submitted by Buyer and shall

contain such terms and conditions as are approved by the

Commissioner.



EXHIBIT "D"

supplemental environmental standards

VESSEL SAFETY AND MANEUVERABILITY FEATURES

1. Buyer egress that all tank vessels of 1,600
tons or nora which it owns and operates directly or through an
Affiliate in narine transportation of petroleum, while navigating
the coastal waters of the state, shall be equipped with the
following:

(a) LORAN=2C navigational equipment, cr better;

(b) two narine radar systems, meeting either U. S.
Marine Administration Standards for Merchant Ship Construction
(COM-72-11469, Dec. 1972), or Radio Technical Commission for Marine
Services performance specifications for a general purpose naviga-—
tional set for ocean going ships of 1,6C0 tons cross tonnage ar.d
upwards (RTCM-Paper 106-75/EC-1G6G7/SC65-191 BP.WG-45, or, RTCM-Paper
104-74/ED-140 BRWG 42), one of -which must always be 1in operation,
or better;

(c) those tank vessels of 20,000 Dh"T and over shall
have at least one of the radars fitted with a collision avoidance
system meeting either U. S. Maritime Administration Standards for
Merchant Ship Construction (COM-72-11469, Dec. 1972), or the
Radio Technical Commission for Marine Services performance
specifications for a computer aided collision avoidance systenm

for merchant ships (RTCM-Papur 171-7C/EC-200/5C69-226), or better.

gross



2. Except for vessels equipped with lateral thrust
equipment and astern horsepower equal to forty percent (404) of
rated horsepower/ tank vessels of 20,000 DWT or more owned and
operated by Buyer directly or through an Affiliate shall be
escorted by tugs having an aggregate shaft horsepower equivalent
to five percent of the deadweight tonnage of the escorted vessel
when navigating between the Alyeska Terminal at Port Valdez and
Bligh Reef, when docking at the Alyeska Terminal, and, after
the Petrochemical Facility is operational, at the port facility

serving the Petrochemical Facility.

BALLAST WATER TREATMENT

3. With respect to tank vessels owned and operated by
Buyer directly or through an Affiliate v/hich carry petroleunm,
Buyer agrees that no ballast which has been placed in cargo tanks

or tank cleaning waste-wotor will be discharged into the waters of

the state. All oily water (including, but not limited to, dis—
charges from fuel tanks, cargo tanks, ballast tanks, slop tanks
and bilges, which contain oil, grease, refined petroleum products
or their by-products, including petrochemicals) discharged from

any tank vessel owned and operated by Buyer directly or through

an Affiliate in the State of Alaska shall be received and treated

by a wasto-water treatment facility meeting the effluent Ilimitations

specified in the next paragraph.



4 . Buyer will maintain and operate a waste-water
ment facility for the reception and treatment of ballast carried
in cargo tanks ar.d tank cleaning waste-water at or near the place
where the petroleum will be transferred from the Petrochemical
Facility to vessels for marine transport. Water discharged frcnm

said treatment facility shall not contain more than 10 parts of

oil, grease, refined petroleum products or their by-products,
including petrochemicals, per million parts of water, on a weekly
(7 day) average. Euyer v/ill consult with the Department of Fish

and Gams and Environmental Conservation in connection v;ith
designing ar.d constructing said waste-water treatment facility
in order that the effect of the effluent discharged from the
facility on the receiving environment and the fisheries in that

environment will be minimised.

PROOF 0.V FIf_.VvdrCIAL ?"E5?QhSI3JLITYV
5. Buyer will obtain ar.d maintain or cause to be

ar.d maintained 1insurance in the fase amount of $20000,000 or a
corporate indemnity or guarantee of performance 1in an equivalent
amount by a corporation or entity acceptable to the Commissioner,
for each and ev *ry tank vessel owned and operated by it directly
or through an Affiliate that calls at Alaskan ports and carries
petroleum to compensate third parties for damages resulting fron

the unlawful discharge of petroleum within or affecting land or

treat

obtai



water within the territorial jJjurisdiction of tho State of Alaska.
Buyer will also obtain and maintain insurance for each and every
oil terminal facility it owns, operates or controls in Alaska, in
the face amount cf $100,000 for each facility with a tank capacity
of less than 200,000 barrels of petroleum, and in the face amount
of $l,000,000 for each facility with a tank capacity of 200,000
barrels or more of petroleum, to compensate third parties for
damages resulting from, the unlawful discharge of petroleum within
or affecting land or water within the Jurisdiction of the State

of Alaska while said petroleum 1is being transferred. In the event
any other 1insurance 1is required by applicable federal or state

lav; to cover the same risks described in this paragraph, the

face amount of any such other insurance shall be considered as a
part and in reduction of tho face amount of insurance required by
this paragraph. The insurance shall be issued by an insurer which

ID t0 Icc

is either authorized to sell in the State of Alaska by the Department

A

of Commerce and Economic Development, Division of Insurance, or 1is an
authorized insurer listed by the Division as not disapproved for
use In the State of Alaska. The deductible provision in ar.y policy
of insurance, binder or certificate shall be unacceptable if it ex—

ceeds five percent (51) of the face amount unless the Buyer demon—
strates acceptable supplemental coverage or credit worthiness. The
terms of tho insurance shall provide that termination or cancella—
tion of the 1insurance, including expiration by its terms, insofar as

it relates to the insured®"s liability arising from a discharge of



oil within or affecting the land and water within the territorial
jurisdiction of the State of Alaska, will not be effective until
thirty days after notice in writing has been posted (prepaid and
certified) by the 1insurer to the insured and to the Alaska Depart—
ment of Environmental Conservation at its office in Juneau, Alaska,
Euyer will annually provide the Department of Environmental Conser —
vation (or its successor in responsibility) evidence of said insur —
ance for the respective vessels and facilities ar.d its coverage of

said damages during the month of January.

PETROLEUM SPILL CLEANUP AND CONTINGENCY PLANS

6 . Buyer shall be responsible for the detection, loca
confinement and cleanup of petroleum discharges at the Petro—
chemical Facility. At least 180 days prior to scheduled start-up
of the Petrochemical Facility, Buyer shall submit its contingency
plans to the Department of Environmental Conservation for review
as being in compliance with applicable law and regulation. The
plans shall provide for 1immediate corrective ciction in the event cf
petroleum discharges, 1including confinement ar.d cleanup. The plans
shall include separate and specific techniques and schedules for
cleanup of petroleum discharges or. land ar.d sea and in lakes, rivers
streams and estuaries, to tho extent r,uch water resources are 1in

proximity to the Petrochemical Facility.



DEFINITION"S

7. In this exhibit,
(a) "discharge" means any spilling, leaking, pumping,
pouring, emitting, emptying or dumping;
(b) "DWT"™ or "deadweight tons"™ means the difference

in metric tons between the lightweight displacement and the total

displacement of a vessel measured in water of specific gravity

1.025 at the load waterline corresponding to the assigned summer

freeboard;

(c) "oil terminal facility” means an onshore or off—
shore facility of any kind and related appurtenances, including but
rot limited to a deepwater port, located in, on, or under the sur —
face c¢cf any land or v/ater of the state, 1including title and submerged
land, which 1is used or capable of being used for the purpose of
transferring, processing or refining, or storing petroleum as it 1is

defined in this section;

(d) "petroleum™ means all crude oil purchased under
this Agreement, and all refined petroleum products and petroleun
by-products, including petrochemicals, produced at the Petrochemical

Facility from such petroleunm;

(e) "tank vessel”™ means a self-propelled vessel that

is specially constructed or converted to carry bulk cargo in tanks

c™nd includes tankers, tankships and combination carriers;
(£) "transferred” 1includes both cnloading and off —
loading between terminal and vessel; and

-6-



(9) "waters of the state" means the navigable
waters within the territorial limits of thZ State of Alaska, and
the marginal sea adjacent to the State of Alaska, as defined in

AS 44.03 and AS 46.03.500(22) <c¢cr any successor provisions.



EXHIBIT ™"D"

SUPPLEMENTAL ENVIRONMENTAL STANDARDS

VESSEL SAFETY AND MANEUVERABILITY FEATURES

1. Buyer agrees that all tank vessels of 1,600

tons or more which it owns and operates directly or through an

Affiliate in marine transportation of petroleum, while navigating

the coastal waters cf the state, shall be equipped with the

following:

(a) LORAN-C navigational equipment, c¢cr better;

(b) two marine radar systems, meeting either U. S

Marine Administration Standards for Merchant Ship Construction

(COM-72-11469, Dec. 1972), or Radio Technical Commission for Mari

Services performance specifications for a general purpose naviga-—

tional set for ocean going ships of 1,600 tons cross tonnage and

upwards (RTCM-Paper 106-75/EC-167/SC65-191 BRWG-45, or, RTCM-Pape

1C4-74/BD-140 3RWG 42), one of v/hich must always be in operation,

or better;

(c) these tank vessels of 20,000 DWT and over sha

have at least one of the radars fitted with a collision avoidance

system meeting either U. S. Maritime Administration Standards for

Merchant Ship Construction (COM-72-11469, Dec. 1972), or the

P.adio Technical Commission for Marine Services performance

specifications for a computer aided collision avoidance systenm

for merchant ships (RTCM-Pacer 171-76/EC-205/3CS5-226), or better

gross



2. Except for vessels equipped with lateral thrust
equipment and astern horsepower equal to forty percent (40%) of
rated horsepower/ tank vessels of 20/000 DWT or more owned ar.d
operated by Buyer directly or through an Affiliate shall be
escorted by tugs having an aggregate shaft horsepower equivalent
to five percent of the deadweight tonnage of the escorted vessel
when navigating between the Alyeska Terminal at Port Valdez and
Bligh Reef, when docking at the Alyeska Terminal, and, after
the Petrochemical Facility is operational, at the port facility

serving the Petrochemical Facility.

BALLAST WATER TREATMENT

3. With respect to tank vessels owned and operated by
Buyer directly or through an Affiliate v/hich carry petroleunm,
Buyer agrees that no ballast which has been placed in cargo tanks

or tank cleaning waste-water will be discharged into the waters <cf

the state. All oily water (including, but not Ilimited to, dis—
charges from fuel tanks, cargo tanks, ballast tanks, slop tanks
and bilges, which ccr.tair. oil, grease, refined petroleum products
or their by-products, including petrochemicals) discharged from

any tank vessel owned and operated by Buyer directly or through

an Affiliate in the State of Alaska jhall be received ar.d treated

by a waste-water treatment facility meeting the effluent limitations

specified in the next paragraph.



4. Buyer will maintain ar.d operate a waste-water
ment facility for the reception and treatment of ballast carried
in cargo tanks and tank cleaning waste-water at or near the place
where the petroleum will be transferred from the Petrochemical
Facility to vessels for marine transport. Water discharged frcm

said treatment facility shall not contain more than 10 parts of

oil, crease, refined petroleum products or their by-products,
including petrochemicals, per million parts of water, on a weekly
(7 day) average. Buyer will consult with the Department of Fish

and Game and Environmental Conservation in connection with
designing ar.d constructing said waste-water treatment facility
in order that the effect of the effluent discharged from the
facility on the receiving environment and the fisheries in that

environment will be minimised.

-

proof Cc? fi lrriciri esponsibility

5. Buyer will obtain and maintain or cause to he
ar.d maintained insurance in the face amount c¢f $20,000,000 or a
corporate indemnity or guarantee cf performance 1in an equivalent
amount by a corporation or entity acceptable to the Commissioner,
for each and every tank vessel owned and operated by it directly
or through an Affiliate that calls at Alaskan ports and carries

petroleum to compensate third parties for damages resulting from

the unlawful discharge of petroleum, within or affecting Jland or

_3-

trea

obtai



water v:ithin the territorial jurisdiction of the State of Alaska.
3uyer will also obtain ar.d maintain insurance for each ar.d every
oil terminal facility it owns, operates or controls 1ir. Alaska, in
the face amount cf SiCC,003 for each facility with a tank capacity
of less than 200,C00 barrels of petroleum, and in the face amount
of $1,C00,000 for each facility with a tank capacity of 200,000
barrels or mere of petroleum, to compensate third parties for
damages resulting from the unlawful discharge c¢c! petroleum within
cr affecting land cr water within the jJjurisdiction of the State

of Alaska while said petroleum is being transferred. In the event
any other insurance 1is required by applicable federal or state

lav/ to cover the same risks described 1in this paragraph, the

face amount of any such other insurance shall be considered as a

part and in reduction of tho face amount of insurance required by

this paragraph. The insurance shall bo issued by an insurer which

is cither authorised to sell in the State of Alaska by the Department

of Commerce ar.d Economic Development# Division of Insurance, c¢cr 1S an
authorized insurer listed by the Division os rot disapproved for
use ir. the State cf Alaska. The deductible provision in ar.y policy
of insurance, binder or certificate shall be unacceptable if 1t ex—
ceeds five percent @\) of the face amount unless the Suyor demon —
strates acceptable supplemental coverage or credit worthinose. Tho
terms of tho insurance shall provide that termination cr cancella—
tion of the 1insurance# including expiration by Its terms, insofar as

it relates to the insuredla liability arising from a disclergo of

*4_
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DEFINITIONS

7. Ir. this exhibit,

(a) "discharge" means ar.y spillir.g, Jleaking, pumping,
pouring, emitting, emptying or dumping;
(b) "DWT"™ or "deadweight tons"™ means the difference

in metric tons between the lightweight displacement and the total

displacement of a vessel measured in water of specific gravity

1.025 at the 1load waterline corresponding to the assigned summer

freeboard;

(c) "oil terminal facility” means an onshore or off—
shore facility of any kind and related appurtenances, 1including but
rot limited to a deeawater port, located 1in, on, or under the sur —

face c¢cf any land or water of tie state, including title ar.d submerged

land, which 1is used or capable of being used for the purpose <cf

transferring, processing or refining, or storing petroleum as it 1is

defined in this section;

(d} "petroleum™ means all crude oil purchased wunder
this Agreement, ar.d all refined petroleum products and petroleunm
by-products, including petrochemicals, produced at the Petrochemical

Facility from such petroleum;

(c) "tank vessel”™ means a self-propelled

is specially constructed or converted to carry bulk cargo in tanks

and 1includes tankers, tankships ar.d combination carriers;
() "transferred”"™ includes both cnlcadir.g
loading between terminal ar.d vessel; and



(9) "waters cf the state"™ means the naviga
waters within the territorial limits of the State cf Alaska, and
the marginal sea adjacent to the State of Alaska, as derrned 1In

AS 44.03 and AS 46.03.900(22) <cr any successor provisions.
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I, the undersigned, an employee of the Stato of Alaska, do horeby certify
that the microfilm images on this microform are accurate reproductions
of tho original records of tho State of Alaska as accumulated during the
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COMMITTEE

REPORT

SENATE

Mr. President:

The Committee on

eproviUK the sale of royalty oil to

Tesoro-Alacl an

FURTHER:

Date:

hashad CShCl

reLroleuin

under consideration and (a majority of the committee) (the committee
reports it back as follows)
« ) recommends it do pass ( ) recommends it do not pass
« ) recommends it do pass with attached amendment(s)
« ) recommends it be replaced with cS for

and () new title () same title
( ) AND attaches a Letter of |Intent ( ) New Fiscal Note
« ) reports it back without recommendation
( ) and recommends it be referred to the Committee
MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

S 60 (rev. 6/77)

Chairman



March 6, 1978

The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 1, sec. 18, Alaska
Constitution, I am transmitting a concurrent resolution
providing for legislative approval of the proposed

contract between the State of Alaska and Tesoro-Alaskan
Petroleum Company.

This resolution is being concurrently submitted to both
the Senate and House 1in order to expedite consideration.

The contract submitted with this resolution renews the
state"s agreement with Tesoro-Alaskan Petroleum Company
for the sale of the Cook Inlet area. The contract
expires in 1983, and provides the state with the highest
price possible under federal regulations.

In the past, there have been questions raised over the
constitutionality of the legislature®s approval of an
executive act by the means of a concurrent resolution.
In an effort to avoid raising that issue by submitting

this ~contract for approval, l insisted that a clause
requiring legislative approval be placed in the contract
itself. I did so to insure that Ilegislative approval in

this instance could be sustained on the basis of a
contractual provision rathei than raise a constitutional
debate over legislative power to require such approval.

I hope that you agree that this sale is in the best
interest of all Alaskans, and | urge your prompt
approval.

Sincerely,

Jay S. Hammond
Covcrnor



AGREEMENT FOR THE SALE

AMD PURCHASE OF STATE ROYALTY OIL

THIS EXTENSION, entered into by and between the STATE
OF ALASKA ("STATE"™) , acting by and through 1its Commissioner
of Natural Resources with the consent of the Alaska Royalty
0Oil and Gas Development Advisory 3oard pursuant to AS 33.05.182

AS 38. 05.183 ar.d AS 38.05 and TESORO-ALASKAN PETROLEUM COM-—

PANY ("PURCHASER").

W I T N E S S E T H

WHEREAS, the STATE entered into that certain agreement
entitled "AGREEMENT FOR THE SALS AND PURCHASE OF STATE OF
ALASKA ROYALTY oIL"™ ("Agreement") with Alaskan Oil and
Refining Company as of January 31, 1969; and

WHEREAS, PURCHASER in tho legal successor 1in due
course to Alaskan Oil and Refining Company and the Alaskan
Oil and Refining Company®s rights, duties and obligations

under the Agreement; and

WHEREAS, the STATE entered 1into that certain agreement
entitled "EXTENSION OF AGREEMENT FOR THE SALE AND PURCHASE
OF STATE ROYALTY oO1IL" ("Extension™) with PURCHASER on

March 8, 1977; and

WHEREAS, Article 1 of tho Extension provides in pertinent

part that the Agrccr r.t "shall extend to and include December

1978"; and

31,



WHEREAS, tho STATE believes an additional five (5) year
extension of the sale of royalty oil to PURCHASER for use 1in
PURCHASER®"S Kenai Refinery 1is in the best interest of the
STATE;

WOW THEREFORE, in consideration of the foregoing and in
consideration of the mutual covenants and agreements herein

contained, the STATE and PURCHASER covenant and agree as

follows:

ARTICLE 1I. TERM
Article XIlI of the Agreement, as amended, shall be
further amended by the deletion thereof 1in its entirety and
substitution of the following:

Ternm:

The term of this contract shall extend to and 1in-—
clude December 31, 1903, PROVIDED HOWEVER, Purchaser
may cancel this contract by giving the State sever. (7)
months written notice of its intention so to do.

ARTICLE 1I1I. PRICE

Article V of the Agreement, as amended, shall he further

amended by the deletion thereof in its entirety and the sub —

stitution of the following:

Prioi;
1. Purchaser agrees to pay the State a price
for royalty oil sold hereunder which shall be the
amount the State would have received for that royalty
oil had the State been taking that royalty 1in value

instead of 1in kind.



2. If during a calendar month the State sells
royalty oil taken 1i.n kind by it and produced from any
Field in the Cook 1Inlet Basin to some other purchaser
or purchasers at a price (adjusted for any difference
in APl gravity) greater than the price agreed to be paid
by Purchaser under Paragraph 1 of this Article, then Pur —
chaser agrees to pay the State for 1its purchases here—
under during that month on the basis of the highest
price (adjusted for any difference 1in APl gravity)
paid to the State during that month by such a pur—
chaser.

3. If during a calendar month Purchaser buys,
from a seller other than the State, oil produced fron
any Field in the Cook Inlet 3asin at a price (adjusted
for any difference in APl gravity) greater than the
price agreed to be paid by Purchaser under Paragraph 1
of this Article, then Purchaser agrees to pay the State
for its purchases hereunder during that nontn on the
basis of the highest price (adjusted for any difference
in APl gravity) paid by Purchaser to another seller
during that month for oil produced from a Field in
the Cook Inlet Basin.

4. For purposes of Paragraphs 2 and 3 of this
Article, prices shall be adjusted for differences in
APl gravity 1in accordance with the following: (€)) The
APl gravity of the oil shall be rounded downward to
the nearest whole degree, without regard to fractional

degrees? (3) The adjustment shall be three (3) cents
per degree for each degree above thirty-four (34)
degrees APl gravity and two (2) cents for each degree
bclov; thirty-four (34) degrees APT gravity; (©) oil
above forty (40) degrees APl gravity will be regarded
for these purposes as being forty (40) degrees 7*D1I

gravity.

5. In the event the provisions of Paragraphs 2
and 3 of this Article both apply to sales and purchases
of the State and Purchaser, respectively, during a
calendar month, Purchaser agrees to pay the State on

the basis of the higher of the prices agreed to be paid
under the provisions of those Paragraphs.

G. In addition to tho price agreed above to bo
paid by Purchaser to th* State, Purchaser agrees to pay
the* State two (2) cents per barrel for all royalty oil
delivered hereunder to Purchaser 1in excess of fifteen
thousand (15,000) barrels per day.

7. Notwithstanding any provisions 1in this
;rticlc to the contrary, if any lav/ of tho United
S atec or any order, rule and/or regulation of tho
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ARTICLE 111. IN-STATE USE
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Artic

(o*-hrr than tho settlement agreements) ; and the "Platform—
tc-Shore Charges™ and "C & D Allowances™ established by
those settlor.ent agreements shall, subject to the lirnita-
tions of Article V, Paragraph 7, if applicable, be paid,
without regard to any provision hereof and without effect
cn any price to be paid hereunder to the Jtate by Purchaser,
The leases to whiah the settlement agreements apply arc:
ADL-17579, ADL- 17536, ADI.-17587, ADL-17594, ADL-17595,
ADL-17557, ADL-17602, ADL-18716, ADL-18729, ADL-18730,
APL-13731, ADL- 18742, ADL-13744, ADL-1874C, ADL-18754,
ADL-1S756, t=D:15758, ADL-18761, ADL-18772, ADIj-13776
ADL-1S777, ADL-21068, and ~DL-35431.

ARTICLE V. EQUAL EMPLOYMENT OPPORTUNITY

The Agreement shall be amended by the addition of a new

le XVIIlI thereto, as follows:

1. Piscrimination: In the operation of its re—
finery at which it processes royalty oil, Purchaser will
not discriminate against any employee or applicant for
employment because of race, color, religic . national
origin, ancestry, age or sex. The Purchaser will take
affirmative action to insure that applicants are con—
sidered for employment, and that employees are treated
during employment, without regard to their race, color,
religion, national origin, ancestry, age oOor sex. Such
action shall include, but not be 1limited to, the following:
employment, wupgrading, demotion, or transfer; recruitment
or recruitment advertising; layoff or termination, rates
of pay or other forms of compensation; and selection
for training, including apprenticeship. The Purchaser
agrees to cost in conspicuous places, available to em-—
ployees and applicants for employment, notices setting
forth the provisions of this nondiscrimination clause.

2. Advortisement of Equal Employment Opportunity:
The Purchaser shall state, Tn all solicitations or adver —
tisements for employees to work at said refinery that all

qgualified applicants will receive consideration for employ —

ment without regard to race, <color, religion, national
origin, ancestry, age or sex.

3* Notice; to Unions: The Purchaser will send to
each labor union or representative of workers with which

the Purchaser has a collective bargaining agreement or
other contract or understanding a notice advising tho
labor union or workers"” representative of the Purchaser
commitments under this Article and shall post copies of
tho notice in conspicuous places available to all employ—
ees and applicants for employment.

S



4. Inclusion of Equal Employment Opportunity ?rc-
visi.ons in Sub-Contracts: The Purchaser will incTude
the provisions of Paragraphs J through 3 in 1its con—
tracts pertaining to the construction and operation of
saicl refinery and will require the inclusion of these
provisions 1in every sub-contract entered into by any of
its contractors, so that such provisions will be binding
upon each sub-contractor of Purchaser.

5. Cooperation with Agencies of State: The Pur —
chaser agrees that it will fully cooperate with the office
or agency of the State of Alaska which seeks to deal with

the problem of unlawful or invidious discrimination, and
with all other reasonable State efforts to guarantee fair
employment practices under this Agreement, and Purchaser
will comply with all reasonable requests and directions

from the State Commission for Human Rights or any of its
officers or agents relating to prevention of discriminatory

employment practice. Full cooperation as expressed above
shall include but not be Ilimited to, wupon reasonable notice,
being a witness 1in any proceeding 1involving questions of

unlawful or invidious discrimination if such is deemed
reasonably necessary by any official or agency of the
State of Alaska having jurisdiction; upon reasonable
notice, permitting employees of Purchaser to be witnesses
or complainants in any proceeding involving questions of
unlawful or invidious discrimination, 1if such 1is deemed
reasonably necessary by any official or agency of the
State of Alaska having jurisdiction; participating 1in
meetings; submitting periodic reports on tho equal em-—
ployment aspects of present and future employment; assisting
in inspection of the said refinery site; and promptly
complying with all valid directives deemed essential by
any office or agency of the State of Alaska having jJjuris—
diction to insure compliance with all federal and state
laws, regulations and policies pertaining to the preven—
tion of discriminatory employment practices.

ARTICLE VI. LOCAL HIRE AMO TRAINING
The Ajreement shall be amended by the addition of a n~w

Article .XVIIlI thereto, an follows;

Local Hire:

1. Purchaser will comply with all applicable
Alaska Statutes and regulations now 1in effect as well
as all amendments thereto and subsequent enactments,
providing for Jlocal or resident hire.



2. In addition, and subject to compliance with
other requirements of state or federal 1law or regula-—
tion, Purchaser will give preference to hiring qualified
and available residents over non-residents for all work
to be performed in the operation and maintenance of said
refinery. Purchaser shall not discriminate against Alaska
residents by differentiating between residents and non—
residents in payment of wages, salaries, fringe benefits
and working conditions. Nothing shall prohibit the Pur —
chaser from hiring Alaska residents through private sources.
However, if private sources are unable to supply qualified
Alaska residents, Purchaser shall then attempt to seek
qgualified Alaska residents through the Alaska Department
of Labor prior to the employment of non-residents. The
Purchaser shall allow said Department of Labor two days,
excluding Saturday, Sunday and state holidays, to produce
qgualified resident workers prior to the employment of
non-residents. If suitable resident v;orkers are not
provided within the specified time period, the Purchaser
may employ non-residents possessing the qualifications
necessary to perform the work. Notwithstanding the fore—
going, the Purchaser may hire non-residents on an emergency
basis for the duration of the emergency, as casual or
intermittent employees if their employment will not ex—
ceed thirty (30) working days, or as specially skilled
employees when the Department of Labor agrees 1in advance
that such specially skilled persons are unavailable with—
in the State of Alaska. Further, notwithstanding the
foregoing, the Purchaser may transfer non-resident, em-—
ployees of 1itself, its parent company cr any other sub—
sidiary of its parent company for work to be performed
in the operation and maintenance of said refinery pro-—
vided any such non-resident employee so transferred has
been employed by Purchaser, its parent company or any
other subsidiary of 1its parent company for not less than
six (G) consecutive months prior to such transfer.

3. Purchaser will use 1its best efforts to incor —
rate in any and all collective bargaining agreements
ich it enters with Labor wunions covering work to he
rformed 1in tho operation and maintenance of said re—
nery and associated facilities and operations, a pro—
sion requiring the union®"s dispatch procedures to be
tablish" 4 and operated in a manner which will assure
at qualified Alaska residents will be employed to
rform said work.
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4. Purchaser will use its best efforts to incor —
porate in any and all agreements it enters with contractors
and sub-contractors provisions requiring the employment
of qualified Alaska residents# as set forth 1in this
Article and utilisation of the contractors®™ or sub-con—
tractors®™ best efforts to obtain agreements with 1labor
unions# as specified in Paragraph CD hereof.

5. Noncompliance with the preceding covenants of
this Article shall be grounds for a complaint which an
aggrieved resident or the State of Alaska, on its own
motion# may file with the Department of Labor, Wage and
Hour Division# against the Purchaser, but shall net be
considered a default under any other terms of this con—
tract. Purchaser hereby agrees to submit to the juris-—

diction of the Department of Labor# if the Department of
Labor has jurisdiction of the subject matter for purposes
of determining whether noncompliancc 1in fact occurred.
Said Department# if it has jJjurisdiction# shall held a
hearing at which the parties may present relevant evidence
and cross-examine witnesses prior to such a determination.
Adequate notice thereof shall be given to all parties
concerned. Upon a determination that noncompliance
occurred, the Purchaser shall pay the aggrieved resident
a sum equal to the amount the resident would have re—
ceived had he been employed by the Purchaser# up to a
maximum of one (1) year®"s salary. If such noncompliance
is determined to have been willful, the Department, 1if

it is otherwise authorized to do so, may award ar. addi —
tional cum up to the amount of th< original sum awarded.

C. For purposes of this Article, "qualified""
means capable, through education, training or experience,
of performing the duties and satisfying the usual terms
and conditions of the employment, if those duties, terms
and conditions meet the reasonable standards of th. in-—
dustry a:; required of other employees performing the
same type of work in tho industry.

7. For purposes of this Article, "resident" shall
have the meaning determined by the Commissioner of the
Department of Labor and adopted by appropriate regulation.

ARTICLE VII. t"1# SPILL CLEANUP AND
CONTINGENCY PLANS
The Agreement shall be amended by the addition of a new

Article MIX thereto, as follows:



Oil Spill Cleanup and Contingency Plans:

Purchaser shall be responsible for the detection,
location, confinement and cleanup of oil discharges.
Purchaser shall have on file 1its contingency p”"r.s
with the Department of Environmental Conservation
fo~ periodic review and approval. The plans shall
provide for immediate corrective action 1in the event
of oil discharges, including confinement and cleanup,
a;.d restoration of tho affected resource. The plans
shall include separate and specific techniques ant
schedules for cleanup of petroleum discharges cr. land,
lakes, rivers and streams, sea and estuaries.

ARTICLE VIII. RATIFICATION

Except as hereinabove expressly modified, the Agree..on-

shall remain in full force ar.d effect.

ARTICLE IX. APPROVAL CP ALASKA

STATE LEGISLATURE REQUIRED

If the Tenth Alaska State Legislature, Second Session,
shall not have approved this Extension of the Agreement by
a concurrent resolution concurred in by a majority of th-
mor.bers of each Hour:.*, and this Extension of the Agreement
r.hall not have been executed by the State of Alaska, then
this document shall be null and void and of no .er. * c.

effect, the som e as it it had never been made.



IN WITNESS WHEREOF, tho State has caused tliis Extension
to be executed by 1its Commissioner of Natural Resources *1th
the consent of the Alaska Royalty O0il and Gas Development
Advisory Board (a copy the resolution of tho said Board
consenting tc this Extension 1is attached hereto as Exhibit A)
and PUP.CHASEP. has caused this Extension to be executed by 1its
duly authorized officer, all 1in duplicate originals as of
this day of # 1978.

TESORO-ALASKAN PETROLEUM COMPANY
Dennis r. mJurcn, President
Commissioner of Natural

Resources



Original ,po,,or: ~ KIuSi, Hi"IS

BY THE SPECIAL COMMITTEE ON THE
IN THE HOUSE SALE OF ROYALTY OIL AND GAS

CS FOR HOUSE CONCURRENT RESOLUTION NO. 113
il IN THE LEGISLATURE OF THE STATE OF ALASKA
if TENTH ITEGISLATURE - SECOND SESSION
Approving the Qalc of roynity oil
;] to Tesoro-Alaskan Petroleunm
*FBE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
‘TD WHEREAS, the State of Alaska has the right under AS 38.05.180 and its
e«"0il and gas leases to take its roynity of crude oil production removed or
th sold from said leases either 1in value (money) or in kind (oil); and
ii WHEREAS, the legislature has by enactment of AS 38.06 and AS 38.05.182,
established a policy favoring the taking of that royalty 1in kind (referred to
as "royalty oil"™); and
WHEREAS, the State of Al iska entered into a certain agreement entitled
"AGREEMENT FOR THE SALE AND PURCHASE OF STATE OF ALASKA ROYALTY OIL"™ ("Agree-
il ncr.t") for the sale of royalty oil with Alaskan Oil and Refining Company or

i/or about January 31, 1969, and

in WHEREAS. Tesoro-Alaskan Petroleum Company in the legal successor 1in due
n course to Alaskan Oil and Refining Company and the Alaskan Oil andRefining
s« Company®s rights, duties, and obligations under the Agreement; and

K WHEREAS, the State of Alaska entered into an agreement entitled "EXTEN-—
DI SION OF AGREEMENT FOR THE SALE AND PURCHASE OF STATE ROYALTY OIL"™ (“"Lxtvn-
/j.sion") with Tesoro-Alaskan Petroleum Company 1in or about March 8, 1977, and
WHEREAS, Article | of the Extension provides in pertinent part that the
Agreement "shall extend to and Include December 31, 1978"; and
Vs WHEREAS, wunder his statutory authority as set out in AS 38.05 and 38.06,
the commissioner of natural resources has negotiated a iceond agreement

/s entitled "EXTENSION OF AGREEMENT FOR THE SALE AND PURCHASE OF STATE ROYALTY

a. oIL™ ("Agreement 11") for the sale and purchase of royalty oil with Tcsoro-

ol- CIICR 113



Alaskan Petroleum Company, extending the term of the Agreement, modifying
ivarious provisions of it, and adding various provisions to u; and
i WHEREAS, under its duties and powers as set out in AS 38.06, the Alaska
4 Royalty 0il and Gas Development Advisory Board has considered and, on Febru-—
ary 22, 1978, approved Agreement 1Il; and
WHEREAS, Che commissioner of natural resources has fulfilled the statu-
'1tory prerequisites necessary to selling the royalty oil which is the subject
iclof Agreement 1l and has obtained approvals from the Alaska Royalty Oil and
I cas Development Advisory Board, to the extent required under AS 38.05 and
" 38.06; and
il j WHEREAS, Agreement Il contains a provision stating that if the Tenth
i; Alaska State Legislature does not approve Agreement Il by a concurrent resol-
n ution concurred in by a majority of the members of each house, then it shall
sEbe of no force or effect; and
: WHEREAS, under AS 38.06.055(a), no sale of royalty oil may be made by
m the courrl: *loner of natural resources without the prior approval of the
w Jlegislature by a concurrent resolution concurred in by a majority of the
ik members of each house, and

tH “ WHEREAS, the consulssloner Of natural resources submitted Agreement Il to
/ “the legislature for consideration and approval; and
N WHEREAS, the legislature has reviewed and evaluated Agreement 11. and
.7 has conducted public hearings or otherwise received background information.
>~ expert advice, and expressions of public opinion sufficient to make a rea-
.« aoncd determination with respect to Agreement 1Il. and

I

" WHEREAS, the legislature finds that under current federal regulatory

procedures Agreement Il to be In the best interests of the State of Alaska
;i and its citizens, and lurther finds that Agreement 1l »s in compliance with
™ an applicable constitutional directives and requirements of law;

BE IT REStLVED by the Alaska State Legislature that tho agreement cn-

CSHCR 113 -2-
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titled "EXTENSION OF AGREEMENT FOR THE SALE AMD PURCHASE OF STATE ROYALTY

OIL," between

resources,

and Tesoro-Alaskan

the State of Alaska, acting through

Petroleum Company,

its commissioner of natural

is hereby approved.

CSHCR 113



RECORDS
CERTIFICATION

I. tho undersigned, on employee of tho Stato of Alaska, do hereby oortify
that the microfilm images on this microform arc accurate reproductions
of tho original records of tho State of Alaska as accumulated during tho
regular course of business, and that it is tho ostablishod policy and practice
of this State to microfilm its records and to disposo of tho original records

after microfilm reproductions have boon mode.

Date



in

»e

*i

!

Vv

V.l

Introduced: 3/17/78
Referred: State Affairs and
Finance

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
HOUSE CONCURRENT RESOLUTION NO. 115
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION

Relating to a feasibility study for up-

grading substandard state-maintained air-
ports.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
WHEREAS air transportation is of fundamental consequence to Lhe Alaskan
way of life, with air travel providing Alaska an arterial network of lifelines

between its diverse and dispersed communities as well as an essential link to
the outside world; and

WHEREAS many of the state"s airports fall short of the minimal standards
established by the Federal Aviation Administration for surface integrity,
design, navigational aids and lighting; and

WHKKEAS it 1is incumbent upon the government of the State of Alaska to
maximize the safety and utility of ail transportation systems vital to the
livelihood and well-being of the citizens of this state;

BE 1T RESOLVED by the Alaska State Lcglolature that the Governor is
respectfully requested to direct the aviation division of the Department of
Transportation and Public Facilities to undertake a survey of the state"s
airports 1in order to identify thoue alrportu deficient in navigational support
(devices and quality of landing surface with respect: to the standards adopted
by che Federal Aviation Administration, and to estimate the costs of upgrading
all substandard stato-maintnined airports so that minimal FAA functional and
,safety standards arc achieved; and be it

FURTHER RESOLVED chat tho administration submit its evaluation and

irecoanendations to the First Session of the Eleventh Legislature.

12 liCR 115
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COMMITTEE REPORT

4/4/78 HOUSE
FURTHER:
Date:
Mr. Speaker:
The Committee on FINANCE has had 119

Relating to a feasibility study for upgrading substandard state-maintained
airporta.

under consideration and (a majority of the committee) (the committee
reports it back as follows)

) recommends it do pass ( ) recommends it do not pass
« ) recommends it do pass with attached amendment(s)

« ) recommends it be replaced with cs for

and () new title () same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note
« ) reports it back without recommendation

( ) and recommends it be referred to the Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

Chairman
M 60 (rev. 6/77)



COMMITTEE REPORT
HOUSE

FURTHER: FINANCE

3/17/78

Date: N /'?7|3

Mr. Speaker:

The Committee on STATE AFFAIRS has had HCR 115

Relating to a feasibility study for upgrading substandard state-maintained
alrports.

under consideration and (a majority of the committee) £f£t-he commirree

Tiepott-s-it- back” arr~foiiows)

™) recommends it ilo pass ( ) recommends it do not pass
( ) recommends it do pass withattached amendment(s)
( ) recommends it be replacedwithCS for
and () new title () same title
( ) AND attaches a Letter of Intent C ) New Fiscal Note

( ) reports it back without recommendation

( ) and recommends it be referred to the Committee




Introduced: 3/17/73
a-2-v Referred: State Affairs and
Finance

1

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
2 HOUSE CONCURRENT RESOLUTION NO. 115
3 IN THE LEGISLATURE OF THE STATE CF ALASKA
4 TENTH LEGISLATURE - SECOND SESSION
5 _

Relating to a feasibility study for up-—

¢ grading substandard 3tate-maintaii:ed air—
7

ports.

8 iE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 WHEREAS air transportation is of fundamental consequence to the Alaskan
10 ray of life, with air travel providing Alaska an arterial network of lifelines
11

etween its diverse and dispersed communities as veil as an essential link to

12 he outside world; and

3 WHEREAS many of the state"s airports fall short of the minimal standards
n istablishcd by the Federal Aviation Administration for surface integrity,

5 lesign, navigational aids and lighting; and

Hi WHEREAS it is incumbent upou govomnant of th* state of Alaska -~o

17 1aximize the safety and utility of all transportation systems vital to tie

IP. ivolihood and well-being of the citizens of this state;

19 BE IT RESOLVED by the Alaska State Legislature that the Governor 1is

20 eespectfully requested to direct the aviation division of the Dcpnrtmont .«

21 rransportation and Public Facilities to undertake a survey of ths state ™

72 lirports in order to identify tnose airporto deficient in navigational su; port
73 levices and quality of landing surface with respect to tho standards adopt od
7 ,v cho Federal Aviation Administration, ..: t-n estimate tho coot* of upgralina
= .11 substandard stato-n-.tntalned airports ao that a I n W functional a .d
70 lafety standards arc achieved; and be it

o7 FURTHER RESOLVED that tho administration nubmit ita ovaluatim and

B recommendations to tho Firot Session of tho Eloventh Legislature.

11CR 115
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Introduced: 3/17/73
Referred: State Affairs and
Finance

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
HOUSE CONCURRENT RESOLUTION NO. 113
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
Relating to a feasibility study for up-—
grading substandard state-maintained air—
ports.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
WHEREAS air transportation is of fundamental consequence tc the Alaskan
way of life, with air travel providing Alaska an arterial network of lifelines

between its diverse and dispersed communities as veil as an essential link to

the outside world; and

3T WHEREAS many of the state®s airports fall short of the minimal standards

14

19

17

18

19

70

71

27

23

24

26

70

20

22.

established by the Federal Aviation Administration for surface integrity,
design, navigational aids and lighting; and

WHEREAS it is Incumbent upon the government of the State of Alaska to
maximize tho safety and utility of all transportation systems vital to the
livelihood and well-being of the citizens of this state;

BE IT RESOLVED by the Alaska State Legislature that the Govomor 1is
respectfully requested to direct the aviation division of the Department of
Transportation and Public Facilities to undertake a survoy of the state®s
airports in order to identify those airporto deficient in navigational support
devices and quality of landing surface with respect to tho standards adoptod
by the Federal Aviation Administration, and to estimato the costs of upgrading
all substandard state-maintained airports so that minimal FAA functional and
safety standards are achieved; and bo it

FURTHER RESOLVED that the administration submit its evaluation nnd

recommendations to tho First Session of tho Eleventh Legislature.

IHCR 115
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