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6

7 ! In the Matter of a T ariff Filing 
|l by EN ST A R  N A T U R A L  GAS COMPANY,

8 'Desig na te d as TA36-4, R eq uesting 
j! Approval of Gas S uppl y Co nt r ac ts

9 and Related Tariff Re v i si o ns

.oil-----------------------------------------------
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STAFF R E CO M M E N D A T I O N

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

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

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

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

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

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

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

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

the cost of p ur ch a se d  gas.

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

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

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

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

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

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

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

is $2.32 per mcf.

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

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

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

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

r-'e
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jregulate public utili ti es , and specific power to regulate the

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

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

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

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

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

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

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

9 -O rd er )

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

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

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

1 '

10 * 

11

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

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

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

16

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

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

18

19

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

■limited to c o ns i de ri n g whether the c o n t a c t s  we r e  exec uted fol-
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2 0 'Iji lowing proper m a na g e m e n t  practices, and whe th er  the c on ta ct s are 

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

II. The Contracts.

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

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

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

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

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

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

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

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

31;

32

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

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

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

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

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

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

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

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

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

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

Order)

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

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

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

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

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

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

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

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

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

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

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

r easonable in light of all rele va nt factors.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

11-17.)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

full contrac t amounts.

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

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

limited due to time and information constraints. The cost to

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

■ i
-

and the benefit will be increased ava ilability of relatively 

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

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

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

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

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

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

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

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

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

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

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

mend approval of the Enstar contracts.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

cant ma ke  up in the later years in unlikely.

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

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

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

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

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

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

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

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

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

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

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

t a k e .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

tities .

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

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

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

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

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

and TA36-4.

DA TED this 22nd day of February, 1983.

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

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

U - 8 3 - 2P a g e  8 o f  8
  •



STATE OF A L A S K A

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

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

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

U-83-2

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

That I am an

ce rtifies as follows: 

ifc) S~T — --- in the of fices of

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

Anchoi ac,c, Alas ka  99501.
J

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

and accurate copies with po stage thereon to the parties indicated 

on the attached servic e list

STAFF RECO MM E N DA T IO N

in the above entitled cause.

DATED
A -

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

G-

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

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

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

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

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

cooperative membership corporation (hereinafter called "Buyer").

W I T N E S S E T H

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

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

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

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

generation facility; and

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

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

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

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

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

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

the January 1, 1973, Agreement;

NOW, THEREFORE, the parties agree as follows:

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

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

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

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

per uay.

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

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

delivered at Buyer's request pursuant hereto.

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

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

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

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

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

not be liable therefor to the other party.



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

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

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

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

provisions were fully set forth herein.

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

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

IN WITNESS WHEREOF, the parties hereto have executed this Agreement 

as of the day and year first above written.

CHEVRON U.S.A. INC.

(Seller)

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

M  •

CHUGACH ELECTRIC ASSOCIATION, INC. 

(Buyer)

General Manager

Page 2



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

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

Dear Tom:

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

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

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

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

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

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

Very t ru ly  yours,

ENSTAR Natural Gas Company

Dale Teel 
President

DT/Jms . . . . .

cc: Alaska Public U t i l i t i e s  Commission
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BNSTAR ENSTAH Natural Gas Company

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

January 27, 1983

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

Attention: Commissioner Diana Snowden

Dear Commissioner Snowden

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

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

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

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

Sincerely

ENSTAR Natural Gas Company

Dale Teel 
President

DT/dms
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January , 1983

In reply refer to: Tariff Section
File: TA ‘

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

Dear Mr. Teel:

• - i» »

L;Vr .

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

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

; ALASKA PUBLIC UTILITIES COMMISSION

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

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

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

I
i

i
i

'.'STAR MATURAL GAS COMPANY_____________________ !____________________

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

Gas Cost Balance Account

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

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

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

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

Revision of Purchased Gas Cost Adjustment

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

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

ENSTAR Natural Gas Company

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

ENSTAR NATURAL GAS COMPANY

Revision of Purchased Gas Cost Adjustment (continued)

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

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

Determination of Purchased Gas Cost Adiustment

(1) Current average cost of system gas supply:

Base Supply 
Contracts

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

3eaver Creek 
Be 1 uga

e) Total

Est imated 
Purchases *

k
Mcf
Mcf
Mcf
Mcf
Mcf

Effective Rate 
on (Date)

n n
$/Mcf
$/Mcf
$/Mcf

S/Mcf
$/Mcf

Tota 1 
(A x 3)

(cl

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

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

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

(5) Mcf Sales*

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

(7) Cost of Gas Base Rate

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

For a  month period beginning ___  ,___

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

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

v Division pf i AK Corporation

__________

ENSTAR Natural Gas Company

T r e a s u r e r

(c)
(c)

(c)
(0

n H l  3 .  Mini .>• man



NOTICE OF U T I L I T Y  TARIFF FILING

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

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

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

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

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

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

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

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

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

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

of fuel oil.

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

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

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

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

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

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

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

va ries from that proposed. *

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

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

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

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

99501.

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

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

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

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

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

filed a true c o p y  of the st a t em e nt  with Enstar.DATED a t  A n c h o r a g e ,  A l a s k a ,  t h i s  2 3 r d  d a y  o f  D e c e m b e r ,  1 9 8 2 .A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N



___

r\ 
r' 
i » i'::. ■ V ;.‘ i•

A . P . U . C .

.*#) niMiuiayc, n,o

HcC 17 3  9 4 r “  O t (907)277-5551

ENSTAR Natural Gas Company
3000 Spenard Road 
PO. Box 6288 
Anchorage, Alaska 99502

December 17, 1982

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

Dear CorrenIssloners:

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

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

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

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

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

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

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

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

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

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

;0<5



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

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

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

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

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

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



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

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

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

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

Very t ru ly  yours,

ENSTAR Natural Gas Company

Dale Teel 
Pres 1 dent

DT/dms
Enclosures
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ENSTAR NATURAL GAS COMPANY_________________________________________________________

b . Purchased Gas Cost Adjustment

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

c . Gas Cost Balance Account

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

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

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

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

d. Revision of Purchased Gas Cost Adjustment

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

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

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

T reasurer
B i l l  B. Hickman
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ENSTAR NATURAL GAS COMPANY

d. Revision of Purchased Gas Cost Adjustment (continued)

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

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

(1)

(2)

(3)

(*)

(5)
(6 )

(7)

(8) 

For a

Cost of Gas Base Rate 

Purchased Gas Cost Adjustment ( 6 - 7 ) 

 month period beg inn Ifg_________,

Current average cost of system gas supply:

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

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

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

a) Total

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

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

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

Mcf Sales* $

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

Cci
( 0

(c)(c)

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

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

»T  > T i f H .
Treasu re r

Bill B. Hickman,



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

The Contract Wlth

Shell Oil Company

At the Beluga Gas Field 

Signed In Houston December 17, 1982 

Will be Hand Delivered to the APUC 

On Monday, December 20, 1982 

Pursuant to Reference Made To o'ame 

In Our Tariff Advice tetter 36-**

Dale T e e l , President 

Alaska Pipeline Company
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GAS PURCHASE CONTRACT

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

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

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

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

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

W I T N E S S E T H :

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

y e a r .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

h e r eo f ,.

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

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

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

-4-



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

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

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

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

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

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

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

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

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

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

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

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

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

h e r e o f .

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

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

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

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

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

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

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

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

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

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

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

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

- 5 -
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t r a c t  q u a n t i t y .

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

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

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

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

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

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

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

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

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

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

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

I V  h e r e o f .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

u n d e r .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

f o l l o w i n g  q u a n t i t i e s  o f  g a s :

A n n u a l  C o n t r a c t

Q u a n t i t y  ( A C Q )  S w i n g  R a t e

Y e a r  ( M M M c f ) S w i n g  F a c t o r  (M M c f  p e r  d a y )

1 9 8 5  0 N o t  A p p l i c a b l e  2 5

1 9 8 6  5 2 . 0  2 5

1 9 8 7  10 2 . 0  50

1 9 8 8  10 2 . 0  50

1 9 8 9  15 2 . 0  8 0

1 9 9 0  15 2 . 0  8 0

1 9 9 1  2 0  2 . 0  1 1 0

1 9 9 2  20  2 . 0  1 1 0

1 9 9 3  2 0 -  2 . 0  1 1 0

1 9 9 4  20 2 . 0  1 1 0

1 9 9 5  2 0  2 . 0  1 1 0

1 9 9 6  15 2 . 0  8 0

1 9 9 7  15 2 . 0  8 0

1 9 9 8  15 2 . 0  8 0

1 9 9 9  10 2 . 0  50

2 0 0 0  10 2 . 0  50

5 . 1 . 2  P r e m i u m  D e l i v e r a b i l i t y

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

r a t e  ( s w i n g  f a c t o r )  t a b u l a t e d  a b o v e ,  s a i d  i n c r e a s e  

t o  b e  k n o w n  a s  " p r e m i u m  d e l i v e r a b i l i t y " .  S e l l e r  

s h a l l  t h e r e a f t e r  h a v e  s i x  (6) m o n t h s  t o  r e s p o n d



t o  B u y e r  r e g a r d i n g  S e l l e r ' s  a b i l i t y  a nd i n t e n t  to  

m e e t  B u y e r ' s  r e q u e s t  f o r  s a i d  p r e m i u m  d e l i v e r a b i l ­

i t y ,  s a i d  r e s p o n s e  b y  S e l l e r  t o  b e  a t  S e l l e r ' s  

s o l e  o p t i o n .  If S e l l e r ' s  s a i d  r e s p o n s e  r e s u l t s  i n  

s w i n g  r a t e ( s )  s u f f i c i e n t  t o  p r o d u c e  a s w i n g  f a c t o r  

o f  2 . 5  o r  m o r e  a s  r e q u e s t e d  b y  B u y e r ,  t h e n  f r o m  

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

s w i n g  r a t e  o f  2 . 5  o r  m o r e ,  B u y e r  s h a l l ,  s o  l o n g  a s  

t h e  s w i n g  r a t e  r e m a i n s  a t  2 , 5  o r  m o r e ,  p a y  S e l l e r  

a p r e m i u m  d e l i v e r a b i l i t y  f e e  o f  35<j: p e r  M C F  a p p l i ­

c a b l e  to a l l  g a s  d e l i v e r e d .  S a i d  p r e m i u m  d e l i v e r ­

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

a s  t h e  b a s e  p r i c e  g i v e n  p e r  p a r a g r a p h  7 . 2 ( a )  o f  

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

5 . 2 . 1  R e l i e f  b y  L o s s  o f  M a r k e t

S e l l e r  r e c o g n i z e s  t h a t  B u y e r ' s  a b i l i t y  to m e e t  t h e

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

g a s  m a d e  o n  B u y e r  b y  B u y e r ' s  c u s t o m e r s  a n d  t h a t  if

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

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

q u a n t i t i e s  o f  g a s  f r o m  a n y  s o u r c e  o t h e r  t h a n  B u y -

•

e r ,  t h e n  t o  t h e  e x t e n t  o f  s a i d  i n c r e a s e d  q u a n t i ­

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

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

c o n t r a c t  q u a n t i t y  w i l l  b e  r e d u c e d  b y  a n  a m o u n t  

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

q u a n t i t i e s .  I n  s u c h  e v e n t ,  S e l l e r ' s  o b l i g a t i o n

- 1 2 -



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

s i m u l t a n e o u s l y .

S e l l e r  r e c o g n i z e s  t h a t  B u y e r ' s  a b i l i t y  t o  m e e t  the* 

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

g a s  m a d e  o n  B u y e r  b y  i n c r e a s e d  d e m a n d ( s )  b y  

B u y e r ' s  c u s t o m e r s  a n d  t h a t  i f  s u c h  c u s t o m e r s  

p r o j e c t e d  d e m a n d ( s )  f a i l  t o  m a t e r i a l i z e ,  t h e n -  

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

T h e r e f o r e ,  n o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n s  o f  

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

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

B u y e r  c a n n o t  m a r k e t  s o m e  o r  a l l  o f  t h e  g a s  to  b e  

d e l i v e r e d  h e r e u n d e r  a t  the; a n n u a l  c o n t r a c t  

q u a n t i t y  o r  q u a n t i t i e s  p r o v i d e d  f o r  h e r e i n ,  B u y e r  

s h a l l  s o  n o t i f y  S e l l e r  i n  w r i t i n g ,  n o  l a t e r  t h a n  

A p r i l  1 o f  a n y  c o n t r a c t  y e a r ,  i d e n t i f y i n g  t h e  

l o w e r  a n n u a l  c o n t r a c t  q u a n t i t y ( s )  ( b u t  s u c h  

r e d u c t i o n  n o t  t o  b e  i n  e x c e s s  o f  t h i r t y  p e r c e n t  

( 3 0 % )  o f  t h e  a n n u a l  c o n t r a c t  q u a n t i t y ( s ) )  w h i c h  

B u y e r  p r o j e c t s  it w i l l  b e  a b l e  to m a r k e t  d u r i n g  

t h e  f o l l o w i n g  c o n t r a c t  y e a r ( s ) .  A s  o f  J a n u a r y  1 

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

q u a n t i t y ( s ) s h a l l  b e  t h e  l o w e r  a n n u a l  c o n t r a c t  

q u a n t i t y ( s )  a s  s e t  f o r t h  i n  t h e  h e r e i n a b o v e  

m e n t i o n e d  n o t i c e  f r o m  B u y e r ;  p r o v i d e d ,  h o w e v e r ,  in 

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

B u y e r ,  B u y e r  a g r e e s  t o  p a y  t o  S e l l e r  a p r e m i u m  o n



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

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

d e t e r m i n e d  b y  A r t i c l e  V I I  a p p l i c a b l e  t o  a l l  g a s  

d e l i v e r e d ,  a s  f o l l o w s :

T h e r e a f t e r ,  t h e  t o t a l  c o n t r a c t  q u a n t i t y  w i l l  b e  

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

q u a n t i t y  o r  q u a n t i t i e s ,  a n d  S e l l e r  m a y  c o m m i t  a n d  

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

p r o v i d e d ,  h o w e v e r ,  a s  t o  t h e  q u a n t i t y ( s )  o f  g a s  

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

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

t h e  p r e m i u m  h e r e i n a b o v e  s t a t e d  f o r  e a c h  M C F  s o l d .

I f S e l l e r  h a s  nor, c o m m i t t e d  s u c h  q u a n t i t y ( s )  t o  a -  

n o t h e r  p u r c h a s 01”, S e l l e r  s h a l l  hav< t h e  r i g h t  a n d  

o p t i o n  t o  e x t e n d  t h e  t e r m  o f  t h i s  A g r e e m e n t  b y  

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

f a c t o r  o f  l . 3 3 »  t o  B u y e r ,  o t h e r w i s e  u p o n  t h e  s a m e  

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

I f  t h e  A n n u a l  C o n t r a c t  

Q u a n t i t y  i s  R e d u c e d

T h e  A p p l i c a b l e  p r i c e  

p e r  M C F  S h a l l  

b e  i n c r e a s e d  b y

F r o m T O

0%

1 1 %
2 1%

1 0 %

20%
3 0 %

5 . 6 %

1 2 . 5 %

2 1 . 4 %
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S e l l e r  g i v e s  B u y e r  w r i t t e n  n o t i c e  t h r e e  (3) y e a r s  

p r i o r  t o  e n d  o f  t h e  t e r m  o f  t h i s  A g r e e m e n t .

I f  B u y e r  e l e c t s  t o  r e d u c e  t h e  a n n u a l  c o n t r a c t  

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

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

p u r c h a s e s  g a s  f r o m  a n y  o t h e r  p r o d u c e r ( s )  a t  t h e  

B e l u g a  U n i t  a t  a p r i c e  h i g h e r  t h a n  t h e  p r i c e  t h e n  

p a y a b l e  t o  S e l l e r  h e r e u n d e r ,  t h e n  B u y e r  s h a l l  p a y  

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

I n  t h e  e v e n t  B u y e r  e l e c t s  t o  r e d u c e  t h e  a n n u a l  

c o n t r a c t  q u a n t i t y  a s  s e t  f o r t h  h e r e i n a b o v e ,  B u y e r  

a g r e e s  t o  t a k e  g a s  f r o m  S e l l e r  r a t a b l y  i n s o f a r  a s  

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

s u p p l y i n g  g a s  to  B u y e r  d u r i n g  s u c h  p e r i o d ( s ) .

P r e - c o n s t r u c t i o n  D e l i v e r i e s  o f  G a s  

T h e  p a r t i e s  t o  t h i s  a g r e e m e n t  r e c o g n i z e  t h a t  a n  

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

w h i c h  n e i t h e r  S e l l e r  n o r  B u y e r  is? p r e p a r e d  to m a k e  

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

o w n e d  o u t r i g h t  b y  e i t h e r  S e l l e r  o r  B u y e r .  I t  is 

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

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



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

i n  p a r t  a n d  i n  p a r t  b y  o t h e r s .  T o  t h e  e x t e n t  o f  

S e l l e r ' s  a b i l i t y  t o  d o  s o ,  S e l l e r  w i l l  m a k e  

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

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

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

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

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

o f  d e l i v e r i e s  t h e r e t h r o u g h  to  B u y e r .  B u y e r  w i l l  

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

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

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

d e m a n d ,  it b e i n g  i n t e n d e d  b y  b o t h  B u y e r  a n d  S e l l e r  

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

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

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

i t i e s  a n d  c o m m e n c e  t a k i n g  S e l l e r ' s  g a s  o n l y  to 

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

D u r i n g  t h e  p e r i o d  u n t i l  J a n u a r y  1, 1 9 8 6  n o  a n n u a l  

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

g a s  u n d e r  t h i s  A r t i c l e  5 . 3 ,  a n d  n o  s w i n g  r a t e  a n d  

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

w i l l  d e v e l o p  a  s w i n g  r a t e  o f  2 5  M M C F  p e r  d a y  w i t h  

a l l  d u e  d i l i g e n c e ,  b y  J a n u a r y  1, 1 9 8 4  i f  p r a c t i c ­

a b l e  w i t h  p r u d e n t  p r a c t i c e .



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

a b o v e  in t h i s  A r t i c l e  5 . 3 /  a n d  a s  m a y  b e  f u r t h e r  

a c c o m p l i s h e d  i n t o  B u y e r ' s  o w n  f a c i l i t i e s  p r i o r  to 

J a n u a r y  1, 1 9 8 6 ,  s h a l l  t o g e t h e r  c o u n t  t o w a r d

B u y e r ' s  a n n u a l  c o n t r a c t  q u a n t i t y  o b l i g a t i o n  t o  

w h i c h  c o m m e n c e s  a t  J a n u a r y  1, 1 9 8 6 ,  a n d  B u y e r

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

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

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

g a s  m a y  e x i s t  in e x c e s s  o f  t h e  a m o u n t s  s o  t a k e n  b y  

B u y e r  f r o m  S e l l e r  p r i o r  t o  J a n u a r y  1, 1 9 8 6 .

.4 R e l i e f  b y  T a k i n g  o f  R o y a l t y  G a s  i n  K i n d

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

s e t  f o r t h  i n  P a r a g r a p h  1 o f  A r t i c l e  V  h e r e o f  

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

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

s h a l l  e x e r c i s e  p a r t i a l l y  o r  w h o l l y  a n y  r i g h t  to  

t a k e  t h e i r  s h a r e s  o f  r o y a l t y  g a s  ( a t t r i b u t a b l e  t o  

S e l l e r ' s  l e a s e h o 2 d s  in t h e  c o n t r a c t  a r e a )  in  

k i n d . S h o u l d  a n y  s u c h  l e s s o r  d e l i v e r  s u c h  r o y a l t y  

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

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

q u a n t i t i e s  a n d  t h e  s w i n g  r a t e  h e r e u n d e r  ;h 

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

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

l a n d s  a n d  l e a s e h o l d s  s u b j e c t  t o  t h i s  c o n t r a c t  in a 

s k i l l f u l  a n d  p r u d e n t  m a n n e r  t o  t h e  e n d  t h a t
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S e l l e r ' s  d e l i v e r y  c a p a c i t y  t o  B u y e r  s h a l l  b e  

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

t o  t h e  s w i n g  r a t e  s e t  f o r t h  in  P a r a g r a p h  5 . 1  o f  

A r t i c l e  V  h e r e o f ;  p r o v i d e d ,  h o w e v e r ,  in  t h e  e v e n t  

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

d e m a n d  ( n o r m a l l y  w i n t e r  t i m e )  in a c o n t r a c t  y e a r  

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

f a i l  t o  m a i n t a i n  d u r i n g  a p e r i o d  in  e x c e s s  o f  1 2 0  

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

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

c o n t r a c t  q u a n t i t y  s h a l l  b e  r e d u c e d  b y  1 . 2 5  t i m e s  

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

d e l i v e r y  c a p a c i t y  a s  e s t a b l i s h e d  b y  A r t i c l e  V,  

P a r a g r a p h  5 . 5  is  b e l o w  t h e  s w i n g  r a t e  t h e n  i n  

e f f e c t .  I n  t h e  e v e n t  t h e r e  is a n  i n c r e a s e  in 

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

i n  P a r a g r a p h  5 . 5  o f  A r t i c l e  V  s u b s e q u e n t  t o  t h e  

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

v i d e d  a b o v e ,  t h e n  f r o m  t h e  f i r s t  d a y  o f  t h e  m o n t h  

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

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

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

p e r c e n t a g e  b y  w h i c h  S e l l e r ' s  d e m o n s t r a t e d  d e l i v e r y  

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

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

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

e v e n t  t o  m o r e  t h a n  t h e  a n n u a l  c o n t r a c t  q u a n t i t y
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s e t  f o r t h  in p a r a g r a p h  5 . 1  o f  A r t i c l e  V  h e r e o f  f o r  

s u c h  y e a r ,  s u b j e c t  t o  B u y e r ' s  p r i o r  w r i t t e n  

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

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

p a r t y  t o  r e p l a c e  g a s  l o s t  d u e  t o  t h e  l a c k  o f  

S e l l e r ' s  d e l i v e r y  c a p a c i t y . ’ In  d e t e r m i n i n g  t h e  

a n n u a l  q u a n t i t i e s  o f  g a s  B u y e r  is r e q u i r e d  t o  t a k e  

o r  p a y  S e l l e r  f o r ,  w h e t h e r  t a k e n  o r  n o t ,  d u r i n g  

a n y  y e a r  b y  r e a s o n  o f  c h a n g e  in  S e l l e r ' s  d e l i v e r y  

c a p a c i t y ,  t h e  a n n u a l  c o n t r a c t  q u a n t i t y  f o r  a n y
I

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

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

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

w a s  i n  e f f e c t .

5 . 6  A s  s o o n  a s  p r a c t i c a b l e  a f t e r  d e l i v e r i e s  o f  g a s

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

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

i n g  a  m u t u a l l y  a g r e e a b l e  c o n s e c u t i v e  t h r e e  (3) d a y  

d e l i v e r a b i l i t y  t e s t .  S e l l e r ' s  d e l i v e r y  c a p a c i t y  

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

l i v e r e d  t o  B u y e r  a t t r i b u t a b l e  t o  S e l l e r ' s  i n t e r e s t  

in  t h e  l e a s e ( s )  d u r i n g  s a i d  t h r e e  (3) d a y  t e s t .

5 . 7  A t  a n y  t i m e  b u t  n o  m o r e  o f t e n  t h a n  o n c e  i n  a n y

t w e l v e  (1 2 ) m o n t h  p e r i o d ,  e x c e p t  a t  S e l l e r ' s

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

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

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

e a c h  m o n t h  in t h e  m o n t h s  in w h i c h  n o  a c t u a l  t e s t s  

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

if a n y ,  a s  t h e  b a s i s  o f  t h e  e s t i m a t i o n .  E a c h  t e s t  

w i l l  b e  f o r  a  p e r i o d  o f  t h r e e  (3) c o n s e c u t i v e  

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

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

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

i n  A r t i c l e  I I I  h e r e o f  o r  u n d e r  s u c h  o t h e r  c o n d i ­

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

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

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

d u r i n g  s a i d  t h r e e  (3) d a y  r e s t .

5 . 8  B u y e r  s h a l l  u s e  i t s  b e s t  e f f o r t s  t o  k e e p  S e l l e r

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

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

p e r i o d  t o  t h e  e n d  t h a t  S e l l e r  c a n  m o r e  e x p e d i ­

t i o u s l y  s c h e d u l e  a n y  w e l l  w o r k o v e r ( s )  t h a t  S e l l e r  

b e l i e v e s  n e c e s s a r y .

5 . 9  I t  is u n d e r s t o o d  a n d  a g r e e d  t h a t  n o t h i n g  in t h i s

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

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

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

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

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

o f  r e g u l a t o r y  b o d i e s  h a v i n g  j u r i s d i c t i o n .  I t  is

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

t i m e  to t i m e  s u c h  d a i l y  q u a n t i t y  o f  g a s  a s  it. d e ­

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

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

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

S e l l e r ' s  s o l e  j u d g m e n t  c a n  b e  p r o d u c e d  a n d  d e ­

l i v e r e d  f r o m  S e l l e r ' s  l a n d s  a n d  l e a s e h o l d s  e f f i ­

c i e n t l y  a n d  i n  a c c o r d a n c e  w i t h  g o o d  o p e r a t i n g  

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

g a t i o n s  u n d e r  p r i o r  c o n t r a c t s .  I t  is r e c o g n i z e d  

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

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

A r t i c l e  V I  f o r  q u a n t i t i e s  o f  g a s  in e x c e s s  o f  t h e  

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

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

r e c e i v e  u n d e r  t h i s  P a r a g r a p h ,  w h i c h  is in e x c e s s  

o f  t h e  c a p a c i t y  o f  S e l l e r ' s  f a c i l i t i e s  a s  t h e n  i n­

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

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

n o t  a p p l y  t o  s u c h  e x c e s s  q u a n t i t y .  T h e  t a k i n g  b y  

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

s o l e  r i s k .

5 . 1 0  I n  t h e  e v e n t  B u y e r  is r e q u i r e d  b y  t h e  p r o v i s i o n s  

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

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

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

5 y e a r s  n e x t  s u c c e e d i n g  t h e  y e a r  in w h i c h  B u y e r

- 2 1 -

. . . . .  -. • - . •••'  '  • ••: '• : . . .  ■ . ..  .  . vvip<V‘ '<-*iC4Y-



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

t a k e n  b y  B u y e r  f r o m  S e l l e r  w h i c h  is i n  e x c e s s  o f  

t h e  a n n u a l  c o n t r a c t  q u a n t i t y  f o r  t h e  c u r r e n t  y e a r  

s h a l l  b e  k n o w n  a s  m a k e - u p  g a s  a n d  s h a l l  b e  

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

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

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

p a y  S e l l e r  a n y  p r i c e  d i f f e r e n t i a l  b e t w e e n  t h a t  

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

w h e n  s u c h  m a k e - u p  g a s  is a c t u a l l y  t a k e n .  I n  t h e  

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

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

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

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

f o r  b u t  n o t  t a k e n  w h i c h  S e l l e r  is u n a b l e  to d e l i v ­

e r as a r e s u l t  o f  S e l l e r ' s  w e l l s  n o t  b e i n g  c a p a b l e  

o f  p r o d u c i n g  a l l  o f  s u c h  v o l u m e s  a s  M a k e - u p  G a s  

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

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

B u y e r  h a s  f a i l e d  to t a k e  t h e  g a s  s o  p a i d  f o r ;  p r o ­

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

S e l l e r  s h a l l  h a v e  t h e  r i g h t  a n d  o p t i o n  to e x t e n d  

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

w h i c h  is s u f f i c i e n t  to e n a b l e  B u y e r  to r e c e i v e  t h e  

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



A R T I C L E  V I :  Q U A L I T Y

6 . 1  S e l l e r  a g r e e s  t h a t :

(a) T h e  g a s  d e l i v e r e d  h e r e u n d e r  s h a l l  h a v e  a t o t a l  

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

( 9 5 0 )  B t u s  p e r  c u b i c  f o o t  o r  m o r e  t h a n  o n e  t h o u ­

s a n d  f i f t y  ( 1 , 0 5 0 )  B t u s  p e r  c u b i c  f o o t .  I f  a t  a n y  

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

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

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

f u s e  to a c c e p t  t h a t  p a r t  o f  S e l l e r ' s  g a s  w h i c h  is 

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

b e l o w  n i n e  h u n d r e d  f i f t y  ( 9 5 0  ) B t u s  p e r  c u b i c  f o o t  

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

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

h u n d r e d  f i f t y  ( 9 5 0 )  B t u s  p e r  c u b i c  f o o t ,  B u y e r  m a y  

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

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

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

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

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

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

c u b i c  f c o t  o f  g a s  b e l o w  n i n e  h u n d r e d  f i f t y  ( 9 5 0 )  

a n d  i t s  d e n o m i n a t o r  n i n e  h u n d r e d  f i f t y  ( 9 5 0 ) .  If 

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

. a c c e p t  a n y  p e r c e n t a g e  o f  S e l l e r ' s  g a s ,  t h e n  

t e l l e r ' s  o b l i g a t i o n s  to  d e l i v e r  S e l l e r ' s  g a s  h e r e ­

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



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

t o  a c c e p t  a n y  o f  S e l l e r ' s  g a s  f o r  a  p e r i o d  o f  

t h i r t y  ( 3 0 )  d a y s ,  t h e n  S e l l e r ,  a s  t o  s u c h  v o l u m e  

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

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

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

s u c h  t i m e  o r  t i m e s  a s  it m a y  d e s i r e ,  t h e  t o t a l  

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

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

, t h e  i n d u s t r y  a n d  o n  t h e  s t a n d a r d  s e t  f o r t h  in 

P a r a g r a p h  1 , 3  h e r e o f .  B u y e r  s h a l l  g i v e  t o  S e l l e r  

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

t h e  B T U  c o n t e n t  o f  t h e  g a s  to b e  c o n d u c t e d  b y  s u c h  

p a r t y  reai' ^ n a b l y  in a d v a n c e  o f  m a k i n g  t h e  t e s t  in 

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

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

m a t e r i a l  v a r i a n c e  b e t w e e n  t e s t s  b y  B u y e r  a nd S e l ­

l e r ,  a j o i n t  t e s t  w i l l  b e  r u n  an d w i l l  b e  c o n t r o l ­

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

m o n t h  p r e c e d i n g  s u c h  j o i n t  t e s t .

6 . 2  S e l l e r  a g r e e s  t h a t  B u y e r  m a y  r e f u s e  t o  a c c e p t  a n y  

g a s  h e r e u n d e r  w h i c h :

(a) S h a l l  c o n t a i n  m o r e  t h a n  o n e  (1) g r a i n  o f  

h y d r o g e n  s u l p h i d e  p e r  o n e  h u n d r ^  ( 1 0 0 )  c u b i c  f e e t  

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

cither q u a n t i t a t i v e  t e s t ,  m u t u a l l y  a g r e e a b l e  to t h e  

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

(b) S h a l l  c o n t a i n  m o r e  t h a n  t w e n t y  (20 )  g r a i n s  o f  

t o t a l  s u l p h u r  p e r  o n e  h u n d r e d  ( 1 0 0 )  c u b i c  f e e t  o f  

r a s ;

(c) S h a l l  c o n t a i n  in e x c e s s  o f ;

(i) T h r e e  p e r c e n t  ( 3 % )  b y  v o l u m e  o f  

c a r b o n  d i o x i d e ;

( i i )  O n e  p e r c e n t  (1%) b y  v o l u m e  o f  o x y g e n ;

( d ) S h a l l  h a v e  a  t e m p e r a t u r e  o f  m o r e  t h a n  o n e  

h u n d r e d  t w e n t y  d e g r e e s  F a h r e n h e i t  (120° F . ) ;  

o r

(e) S h a l l  c o n t a i n  m o r e  t h a n  f o u r  (4) p o u n d s  o f  

w a t e r  p e r  o n e  m i l l i o n  ( 1 , 0 0 0 , 0 0 0 )  c u b i c  f e e t  

o f  g a s .

6 . 3  I n  a d d i t i o n  to m e e t i n g  t h e  a b o v e  s p e c i f i c a t i o n s ,  

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

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

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

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

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

6 . 4  I n  t h e  e v e n t  B u y e r  s h a l l  e x e r c i s e  i t s  o p t i o n  t o  

r e f u s e  t o  a c c e p t  a n y  p a r t  o f  S e l l e r ' s  g a s  .not 

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

S e l l e r  s h a l l  b e  f r e e  to s e l l  s u c h  r e j e c t e d  g a s  tc 

o t h e r s .  S h o u l d  B u y e r  e x e r c i s e  i t s  o p t i o n  t o  

r .a fus e t o  a c c e p t  a n y  o f  S e l l e r ' s  g a s  b y  r e a s o n  o f
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It'1 r ji:

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

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

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

A R T I C L E  V I I :  P R I C E

7 .1  S u b j e c t  t o  t h e  p r o v i s i o n s  o f  p a r a g r a p h s  7 . 2  a n d

7 . 3  b e l o w ,  t h e  b a s e  p r i c e  to be  p a i d  b y  B u y e r  to 

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

b e  $ 2 . 3 2  p e r  M C F .

7 . 2  S u b j e c t  t o  t h e  p r o v i s i o n s  o f  P a r a g r a p h  7 . 3  b e l o w ,  

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

p a r t i e s  t h a t  t h e r e  s h a l l  b e  a n  a d j u s t m e n t  t h e  

p r i c e  p r o v i d e d  f o r  i n  P a r a g r a p h  7 . 1  a b o v e ,  as 

f o l l o w s  J

(a) A n n u a l  P r i c e  A d j u s t m e n t :

E f f e c t i v e  J a n u a r y  1 o f  e a c h  y e a r  d u r i n g  t h e  

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

ed f o T  i n  P a r a g r a p h  7 . 1  s h a l l  b e  i n c r e a s e d  o r  

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

r a t i o :

P o s t e d  P r i c e  N o .  2 F u e l  O i l  o n  N o v e m b e r  1

p r e c e d i n g  d a t e  o f  a d j u s t m e n t ____________ __________

P o s t e d  P r i c e  N o .  2 F u e l  O i l  o n  N o v e m b e r  1, 

1 9 8 2

T h e  t e r m  " P o s t e d  P r i c e "  s h a l l  m e a n  t h e  a v e r a g e  

p o s t e d  p r i c e  o f  N o .  2 f u e l  o i l  f . o . b . ,  T e s o r o  

R e f i n e r y ,  N i k i s k i ,  A l a s k a .  I n  t h e  e v e n t  t h a t  

t h e r e  c e a s e s  t o  b e  a  p o s t e d  p r i c e  f o r  N o .  2 

f u e l  o i l  a t  T e s o r o ' s  R e f i n e r y  a t  N i k i s k i ,  t h e

- 26-
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a v e r a g e  o f  t h e  p o s t i n g s  f o r  N o .  2 f u e l  o i l  as 

p u b l i s h e d  i n  P l a t t ' s  O i l g r a m  P r i c e  r e p o r t  ( o r  

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

t h e  e v e n t  P l a t t ' s  O i l g r a m  d i s c o n t i n u e s  p u b ­

l i s h i n g  s u c h  q u o t e s )  f . o . b .  S e a t t l e ,  W a s h i n g ­

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

d e s c r i b e d  a b o v e .

(b) T a x e s :

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

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

i m p o s i t i o n .  T h e  t e r m  " t a x  o r  t a x e s "  a s  u s e d  

h e r e i n  s h a l l  m e a n  (i) a n y  t a x  ( o t h e r  t h a n  ad 

v a l o r e m ,  c a p i t a l  s t o c k ,  g e n e r a l  p r o p e r t y  o r  

incoi,.^ a n d  e x c e s s  p r o f i t  t a x e s )  o r  ( i i )  s i m i ­

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

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

i t y ,  i . e l u d i n g  a n y  F e d e r a l  w i n d f a l l  p r o f i t s  

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

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

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

d e l i v e r y  o f  g a s  w h i c h  t a x  is m e a s u r e d  b y  t h e  

v o l u m e ,  v a l u e ,  r e m o v a l  p r i c e ,  p r e v a i l i n g  v a l u e  

o r  s a l e s  p r i c e  to B u y e r  o f  t h e  gut.1 in q u e s t i o n  

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

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

a r e  r e m o v e d  b y  S e l l e r  b y  p r o c e s s i n g ;  p r o v i d e d ,
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h o w e v e r ,  t h a t  t h e  t e r m  " t a x "  s h a l l  n o t  b e  

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

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

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

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

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

c o r p o r a t e  e x i s t e n c e  o r  o n  t h e i r  r i g h t  t o  d o  

b u s i n e s s  w i t h i n  t h e  s t a t e  a s  a f o r e i g n  c o r p o ­

r a t i o n ;  o r  ( i i i )  a n y  d e l i n q u e n t  i n t e r e s t  a n d  

p e n a l t y  t h a t  m a y  b e  a t t r i b u t a b l e  t o  a n y  t a x .  

T a x e s  o r  a s s e s s m e n t s  a p p l i c a b l e  t o  a n y

r o y a l t y ,  o v e r r i d i n g  r o y a l t y ,  p r o d u c t i o n  p a y ­

m e n t  o r  s i m i l a r  i n t e r e s t  s h a l l  b e  c o n s i d e r e d  

t o  b e  c o v e r e d  b y  t h e  p r o v i s i o n s  h e r e o f  t o  t h e  

e x t e n t  r e i m b u r s e m e n t  m a d e  b y  B u y e r  t o  S e l l e r  

w i t h  r e s p e c t  t h e r e t o  is p a s s e d  o n  b y  S e l l e r  t o  

t h e  o w n e r  o f  s u c h  r o y a l t y ,  o v e r r i d i n g  r o y a l t y ,  

p r o d u c t i o n  p a y m e n t  o r  s i m i l a r  i n t e r e s t  o r  t o  

t h e  e x t e n t  S e l l e r  h a s  p a i d  s u c h  t a x e s  w i t h o u t  

r e i m b u r s e m e n t  f r o m  t h e  o w n e r  o f  ; u c h  r o y a l t y ,  

o v e r r i d i n g  r o y a l t y ,  p r o d u c t i o n  p a y m e n t  o r  s i m ­

i l a r  i n t e r e s t .

T h e  a b o v e  p r o v i s i o n s  o f  t h i s  p a r a g r a p h  7 . 2 ( b )  

n o t w i t h s t a n d i n g ,  s h o u l d  S e l l e r  a t  a n y  t i m e  p a y  

ad v a l o r e m  m i n e r a l  r i g h t s  p r o p e r t y  t a x e s
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a t t r i b u t a b l e  t o  g a s  w h i c h  B u y e r  h a s  t h e  r i g h t  

t o  r e c e i v e  h e r e u n d e r .  S e l l e r  w i l l  n o t i f y  B u y e r  

i n  w r i t i n g ,  s t a t i n g  t h e  a m o u n t  t h e r e o f ,  a l o n g  

w i t h  a d e q u a t e  s u p p o r t i n g  i n f o r m a t i o n ,  a n d  B u y ­

e r  w i l l ,  w i t h i n  t h i r t y  ( 3 0 )  d a y s  a f t e r  t h e  r e ­

c e i p t  o f  s u c h  n o t i c e  f r o m  S e l l e r ,  r e i m b u r s e  

S e l l e r  in t h e  a m o u n t  o f  s u c h  t a x e s .  T h e  r e i m ­

b u r s e m e n t  s h a l l  b e  b a s e d  u p o n  t h e  r a t i o  w h i c h  

t h e  v o l u m e  o f  g a s  B u y e r  h a s  t h e  r i g h t  to r e ­

c e i v e  h e r e u n d e r  a s  o f  t h e  d a t e  o f  a s s e s s m e n t  

b e a r s  t o  t h e  t o t a l  v o l u m e  o f  g a s  r e s e r v e s  

u n d e r l y i n g  t h e  p r o p e r t i e s  s u b j e c t  t o  t h i s  

a g r e e m e n t  a s  o f  t h e  a s s e s s m e n t  d a t e  o r  in  t h e  

e v e n t  t h e  l a n d s  s u b j e c t  t o  t h i s  a g r e e m e n t  a r e  

n o t  a s s e s s e d  s e p a r a t e l y  b u t  r a t h e r  a s  p a r t  o f  

o t h e r  l a n d s ,  t h e  r e i m b u r s e m e n t  s h a l l  b e  b a s e d  

u p o n  t h e  r a t i o  w h i c h  t h e  v o l u m e  c f  g a s  B u y e r  

h a s  t h e  r i g h t  t o  r e c e i v e  h e r e u n d e r  a s  o f  t h e  

d a t e  o f  a s s e s s m e n t  b e a r s  t o  t h e  t o t a l  v o l u m e  

o f  g a s  r e s e r v e s  u n d e r l y i n g  a l l  t h e  l a n d s  s o  

a s s e s s e d .  U n l e s s  t h e  t o t a l  g a s  u n d e r l y i n g  t h e  

p r o p e r t i e s  is  v a l u e d  s e p a r a t e l y  f o r  a s s e s s m e n t  

p u r p o s e s ,  t h e  a m o u n t  o f  t h e  ad v a l o r e m  m i n e r a l  

r i g h t s  p r o p e r t y  t a x e s  a s s i g n e d  to  t h e  g a s  e a c h  

y e a r  s h a l l  b e  t h a t  p o r t i o n  o f  t h e  t o t a l  t a x  

t h a t  t h e  v a l u e  o f  t h e  g a s  b e a r s  t o  t h e  t o t a l  

v a l u e  o f  a l l  l i q u i d s  and  g a s  c o m b i n e d  a s  d e -
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•  •

t e r m i n e d  b y  t h e  a s s e s s o r  b e f o r e  a p p l y i n g  a n y  

d e p r e c i a t i o n  c h a r g e s ,  o p e r a t i n g  c o s t s  o r  

p r e s e n t  w o r t h  f a c t o r s .  T h e  i n t e n t  o f  t h i s  

p a r a g r a p h  is t h a t  t h e  B u y e r  s h a l l  p a y  a l l  ad 

v a l o r e m  m i n e r a l  r i g h t s  p r o p e r t y  t a x e s  r e a s o n ­

a b l y  a t t r i b u t a b l e  t o  g a s  w h i c h  B u y e r  h a s  t h e  

r i g h t  t o  r e c e i v e  h e r e u n d e r ,  a n d  t h e  a m o u n t  o f  

s u c h  t a x e s  s h a l l  b e  d e t e r m i n e d  in a n  e q u i t a b l e  

m a n n e r  to  p r o d u c e  t h a t  r e s u l t .  N o t h i n g  c o n ­

t a i n e d  h e r e i n  s h a l l  i m p l y  t h a t  B u y e r  h a s  a n y  

t i t l e  t o  a n y  v o l u m e  o f  g a s  it h a s  t h e  r i g h t  t o  

r e c e i v e  h e r e u n d e r .  F a i l u r e  o f  S e l l e r  to n o t i ­

f y  B u y e r ,  w i t h i n  o n e  ('I) y e a r  a f t e r  t h e  d u e  

d a t e ,  o f  t h e  p a y m e n t  b y  S e l l e r  o f  a n y  ad v a ­

l o r e m  m i n e r a l  r i g h t s  p r o p e r t y  t a x e s  o n  g a s  

w h i c h  b u y e r  h a s  t h e  r i g h t  to r e c e i v e  h e r e u n d e r  

s h a l l  c o n s t i -  t u t e  a w a i v e r  b y  S e l l e r  o f  t h e  

r e i m b u r s e m e n t  b y  B u y e r  f o r  t h a t  p a r t i c u l a r  

i t e m ,  b u t  s h a l l  n o t  c o n s t i t u t e  a w a i v e r  o f  a n y  

r i g h t s  t o  r e i m b u r s e m e n t  f o r  t h e  p a y m e n t  o f  

s u c h  t a x  f o r  s u b s e q u e n t  p e r i o d s .

(c) E x c e s s  R o y a l t y  P a y m e n t s  -  S e l l e r  a g r e e s  t o  

p a y  o r  c a u s e  t o  b e  p a i d  to  t h e  p a r t i e s  e n t i t l ­

ed t h e r e t o  a l l  r o y a l t i e s ,  o v e r r i d i n g  r o y a l t i e s  

o r  l i k e  c h a r g e s  a g a i n s t  s a i d  g a s  o r  t h e  v a l u e  

t h e r e o f .  B u y e r  a g r e e s  to r e i m b u r s e  S e l l e r  f o r  

a l l  " e x c e s s  r o y a l t y  p a y m e n t s "  w h i c h  S e l l e r  
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s h a l l  b e  r e q u i r e d  t o  p a y  to t h e  K. : a t e  o f  A l a s k a ,  

U n i t e d  S t a t e s  o f  A m e r i c a  o r  o t h e r  r o y a l t y  o w n e r s  

w i t h  r e s p e c t  t o  g a s  s o l d  a n d  d e l i v e r e d  t o  B u y e r  

h e r e u n d e r .  S u c h  p a y m e n t s  s h a l l  b e  m a d e  b y  B u y e r  

t o  S e l l e r  w i t h i n  t e n  (1 0 ) d a y s  f o l l o w i n g  r e c e i p t  

o f  s t a t e m e n t s  f r o m  S e l l e r  t h e r e f o r .  T h e  t e r m  

" e x c e s s  r o y a l t y  p a y m e n t s "  as  us h e r e i n  is d e f i n ­

ed a s  t h e  a m o u n t  b y  w h i c h  a c t u a l  r o y a l t y  p a y m e n t s  

b y  S e l l e r  t o  t h e  S t a t e  o f  A l a s k a ,  U n i t e d  S t a t e s  o f  

A m e r i c a ,  o r  o t h e r  r o y a l t y  o w n e r s  u n d e r  t h e  A g r e e ­

m e n t  e x c e e d  t h e  a m o u n t  s u c h  p a y m e n t  w o u l d  h a v e  

b e e n  if t h e  r o y a l t y  v a l u e  t h e r e u n d e r  h a d  b e e n  c a l ­

c u l a t e d  u p o n  t h e  s u m s  r e c e i v e d  b y  S e l l e r  p u r s u a n t  

t o  t h i s  a g r e e m e n t .

7 . 3  N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  p a r a g r a p h s  7 . 1

a b o v e ,  t h e  p r i c e  to  b e  p a i d  b y  B u y e r  t o  S e l l e r  f o r  

g a s  d e l i v e r e d  t o  B u y e r  h e r e u n d e r  s h a l l  n o t  e x c e e d  

t h e  a p p l i c a b l e  m a x i m u m  l a w f u l  p r i c e ,  and a d j u s t ­

m e n t s  t h e r e t o ,  p e r m i t t e d  b y  F E R C ,  t h e  C o n g r e s s ,  

t h e  P r e s i d e n t  o r  a n y  o t h e r  G o v e r n m e n t a l  a u t h o r i t y  

h a v i n g  j u r i s d i c t i o n  t o  e s t a b l i s h  s u c h  m a x i m u m  l a w ­

f u l  p r i c e s .

A R T I C L E  V I I I .  M E A S U R E M E N T

8 . 1  B u y e r  s h a l l  m e a s u r e  t h e  g a s  p u r c h a s e d  h e r e u n d e r  b y

m e a n s  o f  s t a n d a r d - t y p e  e q u i p m e n t  k n o w n  a s  t u r b i n e  

m e t e r s ,  c o n f o r m i n g  t o  t h e  r e q u i r e m e n t s  o f  A G A  G a s
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M e a s u r e m e n t  C o m m i t t e e  R e p o r t  N o .  7, i n s t a l l e d  in 

s e r i e s  o f  t w o  i d e n t i c a l  u n i t s  a t  t h e  p o i n t  o f  d e ­

l i v e r y ,  a n d  t h e  a v e r a g e  o f  t h e  t w o  m e a s u r e m e n t s  

s h a l l  b e  u s e d  a s  t h e  b a s i s  f o r  p u r c h a s e s  u n l e s s  

e i t h e r  B u y e r  o r  S e l l e r  m a y  s h o w  c a u s e  t o  t h e  o t h e r  

t h a t  g o o d  r e a s o n  e x i s t s  t o  c h o o s e  o n e  o r  t h e  o t h e r  

o f  t h e  s e r i e s  m e a s u r e m e n t s  to b e  p r e f e r a b l e  a n d  

m o r e  a c c u r a t e  p e n d i n g  a n y  n e c e s s a r y  r e p a i r s  o r  

a d j u s t m e n c s  t o  t h e  q u e s t i o n e d  m e a s u r e m e n t .  

I n s t a l l a t i o n  a nd  o p e r a t i o n  and m a i n t e n a n c e  o f  s a i d  

t u r b i n e  m e t e r s  s h a l l  b e  d o n e  b y  B u y e r .  S e l l e r  mc.y 

a t  i t s  o p t i o n  i n s t a l l  s u i t a b l e  o r i f i c e  m e t e r ( s )  

a l s o  i n  s e r i e s  w i t h  B u y e r ' s  t u r b i n e  n e t e r s  f o r  

p u r p o s e s  o f  a u d i t i n g  t h e  m e a s u r e m e n t  o b t a i n e d  f r o m  

s a i d  t u r b i n e  m e t e r s .  S a i d  o r i f i c e  m e t e r ( s ) ,  if 

i n s t a l l e d ,  s h a l l  b e  o p e r a t e d  a n d  m a i n t a i n e d  b y  

S e l l e r  a s  p r e s c r i b e d  b y  A G A  G a s  M e a s u r e m e n t  

C o m m i t t e e  R e p o r t  N o .  5 o r  s u b s e q u e n t  r e v i s i o n s  

t h e r e o f .  B u y e r  a n d  T e l l e r  e a c h  s h a l l  h a v e  a c c e s s  

t o  t h e  o t h e r ' s  m e a s u r i n g  e q u i p m e n t  a t  r e a s o n a b l e  

h o u r s ,  bi.t t h e  r e a d i n g ,  c a l i b r a t i n g ,  and a d j u s t i n g  

t h e r e o f  a n d  t h e  c h a n g i n g  o f  c h a r t s  s h a l l  b e  d o n e  

b y  t h e  r e s p e c t i v e  o w n e r .

A t  a p p r o p r i a t e  i n t e r v a l s ,  t h e  m e t e r s  a n d  i n s t r u ­

m e n t s  s h a l l  b e  c a l i b r a t e d  a nd if  i n  t h e  a g g r e g a t e  

t h e y  a r e  f o u n d  t o  b e  i n a c c u r a t e  b y  m o r e  t h a n  o n e  

p e r c e n t  ( 1 % ) ,  t h e  q u a n t i t i e s  o f  g a s  b a s e d  o n  s u c h



r e g i s t r a t i o n  s h a l l  b e  c o r r e c t e d  a t  t h e  r a t e  o f  

i n a c c u r a c y  f o r  a n y  p e r i o d  w h i c h  is k n o w n  o r  a g r e e d  

u p o n .  I n  t h e  e v e n t  t h e  p e r i o d  o f  i n a c c u r a c y  is 

n o t  k n o w n  o r  c a n n o t  b e  a g r e e d  u p o n ,  t h e n  r>uch 

p e r i o d  s h a l l  be  d e e m e d  to b e  t h i r t y  ( 3 0 )  d a y s .

A R T I C L E  I X ;  A M O U N T  O F  S E L L E R ' S  G A S

9.1 A s  s o o n  a s  is p r a c t i c a b l e  a f t e r  t h e  d a t e  o f  t h i s

a g r e e m e n t ,  S e l l e r  s h a l l  m a k e  a v a i l a b l e  t o  B u y e r  

a l l  i n f o r m a t i o n ,  m a t e r i a l  an d d a t a  w h i c h  S e l l e r

h a s  a v a i l a b l e  and d o e s  n o t  c o n s i d e r  c o n f i d e n t i a l  

c o n c e r n i n g  S e l l e r ' s  g a s .

9 . 2  A t  a n y  t i m e  d u r i n g  t h i s  c o n t r a c t ,  b u t  n o t  m o r e

o f t e n  t h a n  o n c e  e a c h  y e a r ,  S e l l e r  w i l l ,  a t  B u y e r ' s

r e q u e s t ,  f u r n i s h  t o  B u y e r  s u c h  g e o l o g i c a l ,  e n g i ­

n e e r i n g  a n d  p r o d u c t i o n  d a t a  ( e x c e p t  i n t e r p r e t i v e  

d a t a )  a v a i l a b l e  to S e l l e r ,  w i t h o u t  c o s t  t o  B u y e r ,  

a s  m a y  b e  n e e d e d  f o r  a n  i n d e p e n d e n t  d e t e r m i n a t i o n

d a t a  s h a l l  i n c l u d e  a n y  a n d  a l l  i n f o r m a t i o n  p e r ­

t a i n i n g  t o  S e l l e r ' s  w e l l s , i n c l u d i n g  b u t  n o t  l i m i t ­

ed t o  p r e s s u r e  d a t a .

y e t  p r o d u c e d  s h a l l  b e  m a d e  b y  S e l l e r  a n d  B u y e r  u p ­

o n  t h e  w r i t t e n  r e q u e s t  b y  B u y e r ,  b u t  in  n o  e v e n t  

s o o n e r  t h a n  o n e  (1) y e a r  a f t e r  t h e  d a t e  o f  t h e  

l a s t  d e t e r m i n a t i o n .  T h e  e f f e c t i v e  d a t e  f o r  a n y

o f  g a s  r e s e r v e s  a n d  d e l i v e r a b i l i t y  t h e r e o f .  S u c h

9 . 3  D e t e r m i n a t i o n s  o f  t h e  c m o u n t  o f  S e l l e r ' s  g a s  n o t
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 — — -------------

•   I—

r e d e t e r m i n a t i o n  o f  t h e  a m o u n t  o f  S e l l e r ' s  g a s  n o t  

y e t  p r o d u c e d  s h a l l  b e  t h e  l a s t  d a y  o f  t h e  m o n t h  

f o l l o w i n g  t h e  d a t e  o f  n o t i c e  b y  B u y e r  f o r  s u c h  r e ­

d e t e r m i n a t i o n .  B u y e r ' s  r e l i a n c e  u p o n  a n y  s u c h  d e ­

t e r m i n a t i o n  o r  r e d e t e r m i n a t i o n  s h a l l  b e  a t  i t s  

s o l e  r i s k .

If , a s  a  r e s u l t  o f  a d e t e r m i n a t i o n  m a d e  s u b s e q u e n t  

t o  J a n u a r y  1 , 1 9 9 3  o f  t h e  a m o u n t  o f  S e l l e r ' s  g a s  

n o t  t h e n  / p r o d u c e d ,  i t  i s  d e t e r m i n e d  t h a t  t h e  

a m o u n t  o f  S e l l e r ' s  g a s  o n  t h e  d a t e  o f  t h i s  a g r e e ­

m e n t  w a s  l e s s  t h a n  t w o  h u n d r e d  t w e n t y  m i l l i o n  

( ' 2 0 , 0 0 0 , 0 0 0 )  M c f ,  p l u s  t h e  u n d e l i v e r e d  p o r t i o n  o f  

t h e  d e l i v e r y  o b l i g a t i o n s  c o n t a i n e d  i n  a n y  s u c h  

o t h e r  c o n t r a c t s  a s  S e l l e r  m a y  e n t e r  i n t o  p u r s u a n t  

t o  P a r a g r a p h s  9 . 5  o f  t h i s  A r t i c l e  I X ,  t h e n  t h e  

a n n u a l  c o n t r a c t  q u a n t i t i e s ,  s w i n g  f a c t o r s  a n d  

s w i n g  r a t e s  s e t  f o r t h  in P a r a g r a p h  5 . 1  o f  A r t i c l e  

V  h e r e o f  remainin'., o n  t h e  e f f e c t i v e  d a t e  f o r  s u c h  

d e t e r m i n a t i o n  s h a l l  b e  a d j u s t e d  as  o f  s u c h  d a t e  b y  

m u l t i p l y i n g  s a i d  q u a n t i t i e s ,  f a c t o r s  a n d  r a t e s  b y  

a  f r a c t i o n  t h e  n u m e r a t o r  o f  w h i c h  is t h e  a m o u n t  o f  

S e l l e r ' s  g a s  n o t  y e t  p r o d u c e d  a s  s o  d e t e r m i n e d ,  

e x p r e s s e d  in  M C F ,  a n d  t h e  d e n o m i n a t o r  o f  w h i c h  is 

t w o  h u n d r e d  t w e n t y  m i l l i o n  ( 2 2 0 , 0 0 0 , 0 0 0 )  M C F  p l u s  

t h e  u n d e l i v e r e d  p o r t i o n  o f  a n y  d e l i v e r y  o b l i g a ­

t i o n s  c o n t a i n e d  i n  a n y  s u c h  o t h e r  c o n t r a c t s .



9 . 5  S e l l e r  s h a l l  h a v e  t h e  r i g h t  a n d  o p t i o n  d u r i n g  t h e  

t e r m  h e r e o f ,  a t  a n y  t i m e  o r  t i m e s ,  t o  sell-, a n d  

d e l i v e r  S e l l e r ' s  g a s  t o  a n y  n e w  g a s  p u r c h a s e r  o r  

p u r c h a s e r s ,  o r  t o  i n c r e a s e  s a l e s  t o  e x i s t i n g  g a s  

p u r c h a s e r s ,  p r o v i d e d ,  h o w e v e r ,  s a i d  S e l l e r ' s  g a s  

t h a t  is t o  b e  s o l d  is n o t  n e e d e d  to m e e t  i t s  o b l i ­

g a t i o n s  t o  B u y e r  h e r e u n d e r .  I n  r e a c h i n g  i t s  d e c i ­

s i o n  f o r  s u c h  a d d i t i o n a l  s a l e s ,  S e l l e r  a g r e e s  t h a t  

i t  w i l l  n o t  o n  o r  a f t e r  t h e  d a t e  h e r e o f  e n t e r  i n t o  

a c o n t r a c t  o r  c o n t r a c t s  f o r  t h e  s a l e  o f  S e l l e r ' s  

g a s  w h i c h  o b l i g a t e s  S e l l e r  to d e l i v e r  a n y  S e l l e r ' s  

g a s  w h i c h  w o u l d  r e d u c e  t h e  q u a n t i t y  o f  S e l l e r ' s  

g a s  t o  a n  e x t e n t  t h a t  t h e  t o t a l  g a s  a v a i l a b l e  to  

B u y e r  u n d e r  t h i s  a g r e e m e n t  w o u l d  b e  l e s s  t h a n  t w o  

h u n d r e d  t w e n t y  m i l l i o n  ( 2 2 0 , 0 0 0 , 0 0 0 )  M c f .  I n  a d ­

d i t i o n ,  S e l l e r  w i l l  p r o v i d e  in t h e  s a l e s  c o n t r a c t  

w i t h  s a i d  g a s  p u r c h a s e r s  t h a t  if  a n y  f u t u r e  

d e t e r m i n a t i o n  o f  t h e  a m o u n t  o f  S e l l e r ' s  g a s  n o t  

y e t  p r o d u c e d ,  t o g e t h e r  w i t h  t h e  a m o u n t  o f  p r i o r  

d e l i v e r i e s  U i J e r  t h i s  c o n t r a c t ,  i s  f o u n d  t o  b e  

l e s s  t h a n  2 2 0 , 0 0 0 , 0 0 0  M c f  p l u s  t h e  a m o u n t  o f  g a s  

s o l d  i n  s u c h  n e w  c o n t r a c t  o r  c o n t r a c t s ,  t h e  

p u r c h a s e r  (s) o f  s a i d  g a s  s h a l l  d e d u c t  f r o m  t h e  

q u a n t i t i e s  t o  b e  p u r c h a s e d  s u c h  a m o u n t s  a s  a r e  

r e q u i r e d  t o  e n a b l e  B u y e r  t o  p u r c h a s e  a t o t a l  o f  

2 2 0 , 0 0 0 , 0 0 0  M c f  h e r e u n d e r .

9 . 6  B u y e r  w i l l ,  s u b j e c t  to a l l  t h e  t e r m s ,  c o n d i t i o n ,  

r e s e r v a t i o n s  a n d  l i m i t a t i o n s  s e t  f o r t h  i n  t h i s
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a g r e e m e n t ,  a c c e p t  f r o m  S e l l e r  d u r i n g  t h e  t e r m  

h e r e o f  a  t o t a l  q u a n t i t y  o f  g a s  u p  t o  b u t  n o t  in 

e x c e s s  o f  t w o  h u n d r e d  t w e n t y  m i l l i o n  ( 2 2 0 , 0 0 0 , 0 0 0 )  

M C F ,  w h i c h  c a n  be p r o d u c e d  and  d e l i v e r e d  f r o m  t h e  

l a n d s  a n d  l e a s e h o l d s  d e s c r i b e d  i n  E x h i b i t  "A". 

S e l l e r ,  h o w e v e r ,  r e s e r v e s  t h e  r i g h t ,  i n  i t s  s o l e  

d i s c r e t i o n ,  t o  d e l i v e r  g a s  f r o m  l a n d s  a n d  l e a s e ­

h o l d s  o t h e r  t h a n  t h o s e  d e s c r i b e d  in s a i d  E x h i b i t  

" A "  w i t h o u t  i n  a n y  w a y  e n l a r g i n g  i t s  d e l i v e r y  

o b l i g a t i o n s  h e r e u n d e r .

A R T I C L E  X:  W A R R A N T Y  O F  T I T L E

1 0 . 1  T h i s  c o n t r a c t  e m b r a c e s  o n e  h u n d r e d  p e r c e n t  ( 1 0 0 % )  

o f  t h e  g a s  d e l i v e r e d  a n d  p u r c h a s e d  h e r e u n d e r  and 

S e l l e r  w a r r a n t s  t h a t  i t  h a s  f u l l  a n d  u n q u a l i f i e d  

t i t l e  a n d  a u t h o r i t y  t o  s e l l  s u c h  g a s  to B u y e r  u p o n  

t h e  t e r m s  a n d  c o n d i t i o n s  h e r e i n  s p e c i f i e d .  B u y e r  

s h a l l  p a y  S e l l e r  f o r  o n e  h u n d r e d  p e r c e n t  ( iu0 %) of 

a l l  g a s  s o l d  a n d  d e l i v e r e d  to B u y e r  h e r e u n d e r ,  and 

S e l l e r  s h a l l  p a y  t h e  r o y a l t y  o w n e r s ,  t h e  o t h e r  

o w n e r s  o f  t h e  w o r k i n g  i n t e r e s t  a n d  a l l  o t h e r  

p e r s o n s ,  if a n y ,  o w n i n g  a n  i n t e r e s t  in s u c h  g a s  

t h e  p r o p o r t i o n a t e  p a r t  d u e  e a c h  o f  t h e m  f o r  and 

w i t h  r e s p e c t  to  t h e  s a l e  o f  such' g a s .  S e l l e r  

a g r e e s  t o  i n d e m n i f y  arvd h o l d  B u y e r  h a r m l e s s  f r o m  

a n d  a g a i n s t  a n y  a nd a l l  c l a i m s  a r i s i n g  o u t  o f  the 

w r o n g f u l  p a y m e n t  o * o r  f a i l u r e  t o  p a y  a n y  o w n e r  o f  

a n  i n t e r e s t  in s u c h  g a s ,  a n d  a g a i n s t  a l l  s u i t s ,
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a c t i o n s ,  d e b t s ,  a c c o u n t s ,  d a m a g e s ,  c o s t s ,  l o s s e s  

a n d  e x p e n s e s  a r i s i n g  f r o m  o r  o u t  o f  a n y  a d v e r s e  

c l a i m s  t o  o r  a g a i n s t  s u c h  g a s  o r  a n y  i n t e r e s t  

t h e r e i n  o r  i n  t h e  v a l u e  t h e r e o f .  S e l l e r  f u r t h e r  

a g r e e s  t o  w a r r a n t  a n d  f o r e v e r  d e f e n d  u n t o  B u y e r  

t h e  t i t l e  t o  a l l  g a s  d e l i v e r e d  to  B u y e r  h e r e u n d e r ,  

a n d  w a r r a n t s  t h a t  s u c h  g a s  is f r e e  f r o m  a n y  and' 

a l l  l i e n s ,  c h a r g e s ,  a d v e r s e  c l a i m s  a n d  e n c u m ­

b r a n c e s  a t  t h e  p o i n t  a n d  t i m e  o f  d e l i v e r y  o f  s u c h  

g a s  to B u y e r  h e r e u n d e r .
I

A R T I C L E  X I :  B I L L I N G  A N D  P A Y M E N T

1 1 . 1  O n  o r  b e f o r e  t h e  l a s t  d a y  o f  e a c h  c a l e n d a r  m o n t h  

a f t e r  t h e  m o n t h  o f  i n i t i a l  d e l i v e r y  o f  g a s  

h e r e u n d e r ,  B u y e r  a g r e e s  t o  a c c o u n t  a n d  m a k e  

p a y m e n t  t o  S e l l e r  f o r  a l l  g a s  r e c e i v e d  b y  B u y e r  

d u r i n g  t h e  p r e c e d i n g  c a l e n d a r  m o n t h -  o r  b i l l i n g  

p e r i o d .  P a y m e n t s  a r e  t o  b e  b a s e d  o n  g a s  p u r c h a s e d  

b y  B u y e r  a t  i t s  m e a s u r i n g  s t a t i o n  a t  t h e  p o i n t  of 

d e l i v e r y  d u r i n g  t h e  a p p l i c a b l e  b i l l i n g  p e r i o d .

1 1 . 2  I f  B u y e r  s h a l l  f a i l  i n  a n y  y e a r  d u r i n g  t h e  t e r m  

h e r e o f  to  t a k e  t h e  A n n u a l  C o n t r a c t  Q u a n t i t y ,  t h e n  

S e l l e r  s h a l l ,  w i t h i n  s i x t y  ( 6 0 )  d a y s  a f t e r  t h e  end 

o f  s u c h  y e a r ,  r e n d e r  a  b i l l  t o  B u y e r  f o r  t h e  

a m o u n t  o f  t h e  d e f i c i e n c y  b a s e d  o n  t h e  a v e r a g e  

p r i c e  p a i d  f o r  g a s  d e l i v e r e d  h e r e u n d e r  d u r i n g  t h e  

l a s t  m o n t h  o f  t h e  y e a r  in  w h i c h  s u c h  d e f i c i e n c y

- 3 7 -



o c c u r r e d .  I n  c o m p u t i n g  t h e  a m o u n t  d u e  S e l l e r  f or  

a n y  d e f i c i e n c y  in t a k i n g s  b y  B u y e r  o c c u r r i n g  

d u r i n g  a n y  y e a r ,  t h e  f o l l o w i n g  q u a n t i t i e s  s h a l l  be 

d e d u c t e d  f r o m  s u c h  d e f i c i e n c y :

(a) T h e  t o t a l  o f  t h e  d a i l y  q u a n t i t i e s  o f  g a s  w h i c h

B u y e r  r e q u e s t s  ( u p  t o  a n d  i n c l u d i n g  t h e  S w i n g

R a t e )  a n d  w h i c h  S e l l e r  f a i l s  t o  d e l i v e r  o n  a n y  

d a y  o r  d a y s  d u r i n g  s u c h  y e a r .

(b) T h e  t o t a l  o f  t h e  q u a n t i t i e s  o f  g a s  n o t

i n c l u d e d  in (a) a b o v e  w h i c h  B u y e r  is  u n a b l e  to 

t a k e  o n  a n y  d a y  o r  d a y s  d u r i n g  s u c h  y e a r  b y  

r e a s o n  o f  f o r c e  m a j e u r e  o r  f o r  f a i l u r e  t o  m e e t  

t h e  q u a l i t y  r e q u i r e m e n t s  o f  A r t i c l e  X.

B u y e r  a g r e e s  to  m a k e  f u l l  p a y m e n t  f o r  t h e  f u l l  

a m o u n t  f o r  s u c h  d e f i c i e n c y  w i t h i n  f i f t e e n  (15) 

d a y s  a f t e r  r e c e i p t  o f  s u c h  b i l l .

A R T I C L E  X I I :  T A X E S

1 2 . 1  S u b j e c t  t o  r e i m b u r s e m e n t  a s  p r o v i d e d  i n  t h i s

a g r e e m e n t ,  S e l l e r  s h a l l  p a y  a l l  g r o s s  p r o d u c t i o n ,  

s e v e r a n c e  a n d  o t h e r  t a x e s  n o w  ' o r  h e r e a f t e r  

r e q u i r e d  b y  l a w  t o  b e  p a i d  t o  g o v e r n m e n t a l  

a u t h o r i t i e s  w i t h  r e s p e c t  t o  t h e  p r o d u c t i o n  o r  

o t h e r  h a n d l i n g  o f  g a s  a t  a n y  p o i n t  u p s t r e a m  f r o m  

t h e  p o i n t  o f  d e l i v e r y .
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13 .1  I f  a n y  p a r t y  i s  r e n d e r e d  u n a b l e ,  w h o l l y  o r  i n  

p a r t ,  b y  f o r c e  m a j e u r e  o r  o t h e r  c a u s e s  h e r e i n  

s p e c i f i e d ,  t o  c a r r y  o u t  i t s  o b l i g a t i o n s  u n d e r  t h i s  

c o n t r a c t ,  t h e n  u p o n  s u c h  p a r t y ' s  g i v i n g  n o t i c e  a n d  

r e a s o n a b l y  f u l l  p a r t i c u l a r s  o f  s u c h  f o r c e  m a j e u r e  

i n  w r i t i n g  o r  b y  t e l e g r a p h  t o  t h e  o t h e r  p a r t y  

w i t h i n  a r e a s o n a b l e  t i m e  a f t e r  t h e  o c c u r r e n c e  o f  

t h e  c a u s e  r e l i e d  o n ,  t h e  o b l i g a t i o n s  o f  t h e  p a r t y  

g i v i n g  s u c h  n o t i c e ,  s o  f a r  as t h e y  a r e  a f f e c t e d  b y  

s u c h  f o r c e  m a j e u r e  o r  o t h e r  c a u s e s  h e r e i n  s p e c i ­

f i e d ,  s h a l l  b e  s u s p e n d e d  d u r i n g  t h e  c o n t i n u a n c e  o f  

s u c h  c a u s e ,  b u t  f o r  n o  l o n g e r  p e r i o d ,  a n d  s u c h  

c a u s e  s h a l l  b e  r e m e d i e d  s o  f a r  a s  p o s s i b l e  w i t h  

a l l  r e a s o n a b l e  d i s p a t c h .

1 3 . 2  T h e  t e r m  " f o r c e  m a j e u r e "  a s  e m p l o y e d  h e r e i n  m e a n s  

a c t s  o f  G o d ;  s t r i k e s ,  l o c k o u t s  o r  o t h e r  i n d u s t r i a l  

d i s t u r b a n c e s  ( i n c l u d i n g  a n  e v e n t  o f  f o r c e  m a j e u r e  

w h i c h  c a u s e s  a m a j o r  c u s t o m e r  o f  B u y e r  to i n t e r ­

r u p t  i t s  g a s  p u r c h a s e s ) ;  a c t s  o f  t h e  p u b l i c  e n e m y ;  

w a r s ;  b l o c k a d e s ;  i n s u r r e c t i o n s ;  r i o t s ;  e p i d e m i c s ;  

l a n d s l i d e s ;  l i g h t n i n g ;  e a r t h q u a k e s ;  f i r e s ;  s t o r m s ;  

f l o o d s ;  w a s h o u t s ;  a r r e s t s  and r e s t r a i n t s  o f  t h e  

g o v e r n m e n t ,  e i t h e r  f e d e r a l  o r  s t a t e ,  c i v i l  o r  

m i l i t a r y ;  c i v i l  d i s t u r b a n c e s ;  e x p l o s i o n s ;  b r e a k ­

a g e ;  b r e a k d o w n  o r  a c c i d e n t  to m a c h i n e r y ,  e q u i p m e n t  

o r  l i n e s  o f  p i p e ;  t h e  n e c e s s i t y  o r  d e s i r a b i l i t y  o f

ART ICLE  X I I I :  FORCE MAJEURE
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• f
r e p a i r i n g ,  a l t e r i n g ,  m a i n t a i n i n g ,  i n s p e c t i n g ,  

r e p l a c i n g ,  c h a n g i n g  t h e  s i z e  o f ,  s u b s t i t u t i n g  o r  

r e m o v i n g  m a c h i n e r y ,  e q u i p m e n t ,  p i p e l i n e s  o r  

a p p u r t e n a n t  f a c i l i t i e s ;  a n d  a n y  o t h e r  c a u s e s ,

w h e t h e r  o f  t h e  k i n d  h e r e i n  e n u m e r a t e d  o r  o t h e r ­

w i s e ,  n o t  r e a s o n a b l y  w i t h i n  t h e  c o n t r o l  o f  t h e  

p a r t y  c l a i m i n g  s u s p e n s i o n ,  a n d  w h i c h  b y  t h e ’ 

e x e r c i s e  o f  d u e  d i l i g e n c e  s u c h  p a r t y  is u n a b l e ,  

w h o l l y  o r  i n  p a r t ,  t o  p r e v e n t  o r  o v e r c o m e .  S u c h  

t e r m  l i k e w i s e  i n c l u d e s  (i) i n  t h o s e  i n s t a n c e s  

w h e r e  e i t h e r  p a r t y  h e r e t o  is r e q u i r e d  t o  o b t a i n

s e r v i t u d e s ,  r i g h t - o f - w a y  g r a n t s ,  p e r m i t s ,  e x c e p ­

t i o n s  o r  l i c e n s e s  t o  e n a b l e  s u c h  p a r t y  to f u l f i l l  

i t s  o b l i g a t i o n  h e r e u n d e r ,  t h e  i n a b i l i t y  o f  s u c h  

p a r t y  t o  a c q u i r e ,  o r  t h e  d e l a y s  o n  t h e  p a r t  o f s u c h

p a r t y  i n  a c q u i r i n g ,  a t  r e a s o n a b l e  c o s t  a n d  a f t e r

t h e  e x e r c i s e  o f  r e a s o n a b l e  d i l i g e n c e ,  s u c h  

s e r v i t u d e s ,  r i g h t - o f - w a y  g r a n t s ,  p e r m i t s ,  e x c e p ­

t i o n s  o r  l i c e n s e s ,  a n d  (ii) in t h o s e  i n s t a n c e s

w h e r e  e i t h e r  p a r t y  h e r e t o  is r e q u i r e d  t o  f u r n i s h  

m a t e r i a l s  a n d  s u p p l i e s  f o r  t h e  p u r p o s e  o f  c o n ­

s t r u c t i n g  o r  m a i n t a i n i n g  f a c i l i t i e s  o r  is r e q u i r e d  

t o  s e c u r e  p e r m i t s  o r  p e r m i s s i o n  f r o m  a n y  g o v e r n ­

m e n t a l  a g e n c y  ( f e d e r a l ,  s t a t e  o r  m u n i c i p a l ,  c i v i l

o r  m i l i t a r y )  t o  e n a b l e  s u c h  p a r t y  t o  f u l f i l l  i t s  

o b l i g a t i o n s  h e r e u n d e r ,  t h e  i n a b i l i t y  o f  s u c h  p a r t y  

t o  a c q u i r e ,  o r  t h e  d e l a y s  o n  t h e  p a r t  o f  s u c h
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p a r t y  in  a c q u i r i n g ,  a t  r e a s o n a b l e  c o s t  a n d  a f t e r  

t h e  e x e r c i s e  o f  r e a s o n a b l e  d i l i g e n c e ,  s u c h  m a t e ­

r i a l  a n d  s u p p l i e s ,  p e r m i t s  a n d  p e r m i s s i o n s .  

S e t t l e m e n t  o f  s t r i k e s  o r  l o c k o u t s  s h a l l  b e  e n t i r e ­

l y  w i t h i n  t h e  d i s c r e t i o n  o f  t h e  p a r t y  h a v i n g  t h e  

d i f f i c u l t y  a n d  t h e  a b o v e  r e q u i r e m e n t  t h a t  a n y  

f o r c e  m a j e u r e  s h a l l  b e  r e m e d i e d  w i t h  a l l  r e a s o n ­

a b l e  d i s p a t c h  s h a l l  n o t  r e q u i r e  t h e  s e t t l e m e n t  o f  

s t r i k e s  o r  l o c k o u t s  b y  a c c e d i n g  t o  t h e  d e m a n d s  o f  

t h e  o p p o s i n g  p a r t y  w h e n  s u c h  c a u s e  is i n a d v i s a b l e  

i n  t h e  d i s c r e t i o n  o f  t h e  p a r t y  h a v i n g  t h e  d i f f i ­

c u l t y .

1 3 . 3  I n  t h e  e v e n t  B u y e r  i n v o k e s  f o r c e  m a j e u r e  h e r e ­

u n d e r ,  B u y e r  a g r e e s  t o  t a k e  g a s  f r o m  S e l l e r  r a t a ­

b l y  i n s o f a r  a s  p o s s i b l e ,  b a s e d  o n  d e l i v e r a b i l i t y ,  

w i t h  a l l  o t h e r s  s u p p l y i n g  g a s  t o  B u y e r  d u r i n g  s u c h  

p e r i o d s  o f  f o r c e  m a j e u r e .

A R T I C L E  X I V ;  D E F A U L T  A N D  T E R M I N A T I O N

1 4 . 1  I f  e i t h e r  p a r t y  h e r e t o  s h a l l  f a i l  t o  p e r f o r m  a n y  

o f  t h e  c o v e n a n t s  o r  o b l i g a t i o n s  i m p o s e d  u p o n  it 

u n d e r  a n d  b y  v i r t u e  o f  t h i s  a g r e e m e n t ,  t h e  o t h e r  

p a r t y  h e r e t o ,  i n  a d d i t i o n  t o  a n y  a n d  a l l  o t h e r  

r e m e d i e s  w h i c h  i t  m a y  h a v e ,  m a y  a t  i t s  o p t i o n  

t e r m i n a t e  t h i s  a g r e e m e n t  b y  p r o c e e d i n g  a s  f o l ­

l o w s :  T h e  p a r t y  n o t  i n  d e f a u l t  s h a l l  c a u s e  a

w r i t t e n  n o t i c e  t o  b e  s e r v e d  o n  t h e  p a r t y  in d e ­

f a u l t ,  s t a t i n g  s p e c i f i c a l l y  t h e  c a u s e  f o r  t e r m i -



n a t i n g  t h i s  a g r e e m e n t  a nd d e c l a r i n g  it t o  b e  t h e  

i n t e n t i o n  o f  t h e  p a r t y  g i v i n g  n o t i c e  t o  t e r m i n a t e  

t h e  s a m e ?  w h e r e u p o n  t h e  p a r t y  in  d e f a u l t  s h a l l  

h a v e  s i x t y  f60 )  d a y s  a f t e r  t h e  s e r v i c e  o f  t h e  

a f o r e s a i d  n o t i c e  i n  w h i c h  t o  r e m e d y ,  r e m o v e  o r  

t a k e  a l l  a p p r o p r i a t e  a c t i o n  t o  r e m e d y  o r  r e m o v e  

t h e  c a u s e  o r  c a u s e s  s t a t e d  i n  t h e  n o t i c e  f o r  

t e r m i n a t i n g  t h i s  a g r e e m e n t ,  a n d  if, w i t h i n  s a i d  

p e r i o d  o f  s i x t y  ( 6 0 )  d a y s ,  t h e  p a r t y  in  d e f a u l t  

d o e s  s o  r e m e d y  o r  t a k e  a l l  a p p r o p r i a t e  a c t i o n  t o  

u n d e r t a k e  t:o r e m e d y  o r  r e m o v e  s a i d  c a u s e  o r  

c a u s e s  a n d  f u l l y  p r o t e c t ,  d e f e n d  a n d  i n d e m n i f y  

t h e  p a r t y  n o t  i n  d e f a u l t  f o r  a n y  a n d  a l l  c o n s e ­

q u e n c e s  o f  s u c h  b r e a c h ,  t h e n  s u c h  n o t i c e  s h a l l  b e  

. w i t h d r a w n  a n d  t h i s  a g r e e m e n t  s h a l l  c o n t i n u e  in 

f u l l  f o r c e  a n d  e f f e c t .  I n  c a s e  t h e  p a r t y  in 

d e f a u l t  d o e s  n o t  s o  r e m e d y ,  r e m o v e  o r  t a k e  a l l  

a p p r o p r i a t e  a c t i o n  t o  u n d e r t a k e  t o  r e m e d y  o r  

r e m o v e  t h e  c a u s e  o r  c a u s e s  a n d  d o e s  n o t  i n d e m n i f y  

t h e  p a r t y  g i v i n g  t h e  n o t i c e  f r o m  a n y  a nd  a l l  c o n ­

s e q u e n c e s  o f  s u c h  b r e a c h  w i t h i n  s a i d  p e r i o d  o f  

s i x t y  (6 0)  d a y s ,  t h i s  a g r e e m e n t ,  a t  t h e  o p t i o n  o f  

t h e  p a r t y  g i v i n g  t h e  n o t i c e ,  s h a l l  t e r m i n a t e  u p o n  

t h e  e x p i r a t i o n  o f  s a i d  p e r i o d .

A R T I C L E  X V :  T F .RM

1 5 . 1  T h e  t e r m  o f  t h i s  c o n t r a c t  s h a l l  c o m m e . . c e  o n  t h e  

d a t e  o f  i n i t i a l  d e l i v e r y  o f  g a s  h e r e u n d e r  a n d



s h a l l  c o n t i n u e  t h e r e a f t e r  in f o r c e  a n d  e f f e c t  f o r  

a p e r i o d  o f  f i f t e e n  ( 1 5 )  y e a r s  o r  l o n g e r  a s  m a y  

b e  r e q u i r e d  u n d e r  A r t i c l e  V  h e r e o f  t o  e n a b l e  

B u y e r  t o  r e c e i v e  g a s  w h i c h  h a s  n o t  t h e r e t o f o r e  

b e e n  a v a i l a b l e  to  B u y e r  f r o m  S e l l e r ,  a s  p r o v i d e d  

in  A r t i c l e  V  h e r e o f .

A R T I C L E  X V I :  A S S I G N M E N T

1 6 . 1  T h e  t e r m s  and p r o v i s i o n s  o f  t h i s  c o n t r a c t  s h a l l  

e x t e n d  to a nd  b e  b i n d i n g  u p o n  t h e  p a r t i e s  h e r e t o ,  

t h e i r  r e s p e c t i v e  s u c c e s s o r s  a n d  a s s i g n s ,  p r o v i d ­

e d ,  h o w e v e r ,  t h a t  n o  c h a n g e  i n  o w n e r s h i p  o r  

c h a n g e  in  a n y  r i g h t  t o  r e c e i v e  p a y m e n t  h e r e u n d e r  

w i t h  r e s p e c t  to S e l l e r ' s  l e a s e s ,  w e l l s  o r  t h e  g a s  

p r o d u c e d  t h e r e f r o r  s h a l l  b e  b i n d i n g  u p o n  B u y e r  

u n t i l  t h e  f i r s t  ( 1 s t )  d a y  o f  t h e  c a l e n d a r  m o n t h  

n e x t  f o l l o w i n g  t h e  d a t e  u p o n  w h i c h  B u y e r  s h a l l  

h a v e  b e e n  f u r n i s h e d  w i t h  c e r t i f i e d  c o p i e s  o f  

r e c o r d e d  i n s t r u m e n t s  a nd  o t h e r  p r o p e r  and s u f f i ­

c i e n t  e v i d e n c e  s u p p o r t i n g  a n d  d e f i n i n g  s u c h  

c h a n g e ,  w i t h o u t  r e g a r d  t o  w h e t h e r  B u y e r  h a s  h a d  

p r e v i o u s  n o t i c e  o r  k n o w l e d g e  t h e r e o f .

1 6 . 2  S e l l e r  a g r e e s  to i n d e m n i f y ,  deferri a nd  h o l d  h a r m ­

l e s s  B u y e r  a g a i n s t  a n y  c l a i m ,  a c t i o n ,  s u i t  o r  d e ­

m a n d  b y  a n y  t r a n s f e r e e  o r  m o r t g a g e e  o f  S e l l e r  

w h i c h  c o n t e n d s  o r  a l l e g e s  t h a t  t h e  l a n d s  d e s c r i b ­

ed o n  E x h i b i t  A  a r e  n o t  s u b j e c t  to  t h i s  c o n ­

t r a c t  .
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1 7 . 1  A n y  n o t i c e ,  r e q u e s t ,  d e m a n d  o r  s t a t e m e n t  p r o v i d e d  

f o r  in  t h i s  c o n t r a c t  s h a l l  b e  in w r i t i n g  a n d  s h a l l  

b e  d e e m e d  d e l i v e r e d  s e v e n  (7) d a y s  a f t e r  t h e  p o s t ­

m a r k e d  d a t e  w h e n  m a i l e d  b y  r e g i s t e r e d  o r  c e r t i f i e d  

m a i l  t o  t h e  p o s t  o f f i c e  a d d r e s s  o f  e a c h  o f  t h e  

p a r t i e s  h e r e t o  a s  f o l l o w s :

B U Y E R :  A l a s k a  P i p e l i n e  C o m p a n y

P. 0. B o x  6 2 8 8  

3 0 0 0  S p e n a r d  R o a d  

A n c h o r a g e ,  A l a s k a  9 9 5 0 2  

A t t e n t i o n :  P r e s i d e n t

S E L L E R :  S h e l l  O i l  C o m p a n y

A t t e n t i o n :  N a t u r a l  G a s

P .  0. B o x  5 7 6  

H o u s t o n ,  T e x a s  7 7 0 0 1

o r  a t  s u c h  a d d r e s s  a s  S e l l e r  o r  B u y e r  s h a l l  f r o m  

t i m e  t o  t i m e  d e s i g n a t e  b y  l e t t e r  p r o p e r l y  

a d d  r e s s e d  .

A R T I C L E  X V I I I :  G O V E R N M E N T  R E G U L A T I O N S

1 8. 1  T h i s  contrcict, a n d  e a c h  p r o v i s i o n  h e r e o f  s h a l l  b e  

s u b j e c t  t o  a l l  v a l i d  a p p l i c a b l e  f e d e r a l  a nd  s t a t e  

l a w s  a n d  to a l l  p r e s e n t  and f u t u r e  v a l i d  o r d e r s ,  

r u l e s  a n d  r e g u l a t i o n s  o f  a n y  d u l y  c o n s t i t u t e d  

r e g u l a t o r y  b o d y  o f  t h e  F e d e r a l  G o v e r n m e n t ,  t h e  

i^tate o f  A l a s k a  o r  a n y  o t h e r  a u t h o r i t y  h a v i n g  

j u r i s d i c t i o n  h e r e o f .

1 G . 2  B u y e r  s h a l l  p r o m p t l y  u n d e r t a k e  t o  o b t a i n  a n  i n i­

t i a l  d e t e r m i n a t i o n  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s

ART ICLE  X V I I ;  NOTICE
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C o m m i s s i o n  t h a t  t h e  c o s t s  i n c u r r e d  b y  B u y e r  

h e r e u n d e r  c o n s t i t u t e  r e a s o n a b l e  a n d  r e c o v e r a D l e  

c o s t s  o f  B u y e r ' s  p u b l i c  u t i l i t y  b u s i n e s s .  i n  t h e  

e v e n t  t h a t  w i t h i n  n i n e t y  (9 0 ) d a y s  f r o m  t h e  d a t e  

o f  t h i s  c o n t r a c t  s u c h  d e t e r m i n a t i o n  i s  r e f u s e d ,  

t h e n  B u y e r  o r  S e l l e r  m a y  b y  w r i t t e n  n o t i c e  

t e r m i n a t e  t h i s  c o n t r a c t .

A R T I C L E  X I X :  P A C I F I C  A L A S K A  L N G  A S S O C I A T E S

1 9 * 1  S e l l e r  h e r e i n  s h a l l  c a n c e l  t h a t  c e r t a i n  A g r e e m e n t  

e n t i t l e d  " G a s  S a l e  a n d  p u r c h a s e  A g r e e m e n t "  d a t e d  

J u l y  1 1 ,  1 9 7 7  b e t w e e n  i t s e l f  a n d  p a c i f i c  A l a s k a

L N G  A s s o c i a t e s  c o n c u r r e n t l y  w i t h  t h e  e x e c u t i o n  o f  

t h i s  C o n t r a c t .  N o t i c e  s h a i l  b e  b y  C e r t i f i e d  M a i l ,  

r e t u r n  r e c e i p t  r e q u e s t e d .

A R T I C L E  X X :  M I S C E L L A N E O U S

2 0 . 1  E a c h  p a r t y  s h a l l  p r o m p t l y  f u r n i s h  t o  t h e  o t h e r  

p a r t y  c o p i e s  o f  a n y  a n d  a l l  n o t i c e s ,  d e t e r m i n a ­

t i o n s ,  o r d e r s ,  d o c u m e n t s ,  a p p l i c a t i o n s  a n d  f o r m s  

f i l e d  o r  r e c e i v e d  w i t h  o r  f r o m  t h e  F e d e r a l  E n e r g y  

R e g u l a t o r y  C o m m i s s i o n  'ind w i t h  o r  f r o m  t h e  p u b l i c  

U t i l i t i e s  C o m m i s s i o n  o f  A l a s k a  r e l a t i v e  t o  t h e  

g a s ,  w e l l s  a n d  l e a s e s  i n  t h e  c o n t r a c t  a r e a .

2 0 . 2  T h i s  c o n t r a c t  w a s  p r e p a r e d  j o i n t l y  b y  t h e  p a r t i e s  

h e r e t o  a n a  n o t  b y  e i t h e r  t o  t h e  e x c l u s i o n  o f  t h e  

o t h e r .

- 4 5 -



2 0 . 3  T h e  f a i l u r e  o f  e i t h e r  p a r t y  to i n s i s t  u p o n  s t r i c t  

p e r f o r m a n c e  o f  a n y  p r o v i s i o n  h e r e o f  s h a l l  n o t  

c o n s t i t u t e  a  w a i v e r  o f ,  o r  e s t o p p e l  a g a i n s t  

a s s e r t i n g ,  t h e  r i g h t  t o  r e q u i r e  s u c h  p e r f o r m a n c e  

i n  t h e  f u t u r e ,  n o r  s h a l l  a w a i v e r  o r  e s t o p p e l  i n  

a n y  o n e  i n s t a n c e  c o n s t i t u t e  a w a i v e r  o r  e s t o p p e l  

w i t h  r e s p e c t  t o  a l a t e r  b r e a c h  o f  a  s i m i l a r  n a t u r e  

o r  o t h e r w i s e .

2 0 . 4  T i m e  is o f  t h e  e s s e n c e  w i t h  r e g a r d  to a l l  o b l i g a ­

t i o n s  t o  b e  p e r f o r m e d  o n  o r  b y  a s p e c i f i e d  d a t e ,  

i f  a n y ,  h e r e i n  c o n t a i n e d .

2 0 . 5  T h i s  c o n t r a c t  s h a l l  b e  g o v e r n e d  b y  a n d  c o n s t r u e d

i n  a c c o r d a n c e  w i t h  t h e  l a w s  o f  t h e  S t a t e  o f

A l a s k a ,  e x c l u d i n g  a n y  c o n f l i c t s - o f - l a w  r u l e  o r  

p r i n c i p l e  w h i c h  m i g h t  r e f e r  s u c h  c o n s t r u c t i o n  to  

t h e  l a w s  o f  a n o t h e r  s t a t e .

2 0 . 6  I n  t h e  e v e n t  B u y e r  h a s  n o t  o b t a i n e d  f i n a n c i n g

a c c e p t a b l e  t o  B u y e r  f o r  p i p e l i n e  c o n s t r u c t i o n  a n d  

i n s t a l l a t i o n  o n  o r  b e f o r e  o n e  h u n d r e d  e i g h t y  ( 1 8 0 )  

d a y s  a f t e r  t h e  e x e c u t i o n  o f  t h i s  a g r e e m e n t  a n d  s o  

n o t i f i e s  S e l l e r ,  t h e n  e i t h e r  p a r t y  m a y  t e r m i n a t e  

t h i s  a g r e e m e n t  b y  w r i t t e n  n o t i c e .  I n  t h e  e v e n t

B u y e r  o b t a i n s  f i n a n c i n g  p r i o r  to s a i d  o n e  h u n d r e d  

e i g h t y  ( 1 8 0 )  d a y s ,  B u y e r  s h a l l  n o t i f y  S e l l e r  w i t h ­

i n  a  r e a s o n a b l e  t i m e  t h e r e a f t e r .



I N  W I T N E S S  W H E R E O F ,  t h e  p a r t i e s  h e r e t o  h a v e  c a u s e d  t h i s  

i n s t r u m e n t  t o  b e  e x e c u t e d ,  i n  m u l t i p l e  o r i g i n a l s ,  o n  t h e  d a y  

a n d  y e a r  f i r s t  h e r e i n a b o v e  w r i t t e n .

B U Y E R

A L A S K A  P I P E L I N E  C O M P A N Y

By_
P r e s i d e n t

S E L L E R  

S H E L L  O I L  C O M P A N Y
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B E F O R E  M E ,  t h e  u n d e r s i g n e d  a u t h o r i t y ,  o n  t h i s  d a y

p e r s o n a l l y  a p p e a r e d  2 *  A *  7 Z C L , P r e s i d e n t  o f  A t A S K A  

P I P E L I N E  C O M P A N Y ,  a  c o r p o r a t i o n ,  k n o w n  t o  m e  to  b e  t h e  p e r ­

s o n  w h o s e  n a m e  is  s u b s c r i b e d  t o  t h e  f o r e g o i n g  i n s t r u m e n t ,  

a n d  a c k n o w l e d g e d  t o  m e  t h a t  h e  e x e c u t e d  t h e  s a m e  f o r  t h e

p u r p o s e s  a n d  c o n s i d e r a t i o n  t h e r e i n  e x p r e s s e d ,  i n  t h e  c a p a ­

c i t y  t h e r e i n  s e t  f o r t h  a n d  a s  t h e  a c t  a n d  d e e d  o f  s a i d  c o r ­

p o r a t i o n .

G I V E N  u n d e r  m y  h a n d  a n d  s e a l  o f  o f f i c e ,  t h i s  t h e  

d a y  - 1 9 8 2 .

THE STATE OF ALASKA )

N O T A R Y ^ U B L I C  i.n a n d ' f o r

A L A S K A

<b 4 _ ^ V t v v 0 r ( \9£>tT
T H E  S T A T E  O F  T E X A S )

C O U N T Y  O F  H A R R I S  )

B E F O R E  M E ,  t h e  u n d e r s i g n e d  a u t h o r i t y ,  o n  t h i s  d a y

p e r s o n a l l y  a p p e a r e d ~ TYvyr~<v^>>^ , V i c e  P r e s i d e n t  o f

S H E L L  O I L  C O M P A N Y ,  a c o r p o r a t i o n ,  k n o w n  t o  m e  t o  b e  t h e

p e r s o n  w h o s e  n a m e  is s u b s c r i b e d  to  t h e  f o r e g o i n g  i n s t r u m e n t ,  

a n d  a c k n o w l e d g e d  t o  m e  t h a t  h e  e x e c u t e d  t h e  s a m e  f o r  t h e  

p u r p o s e s  a nd c o n s i d e r a t i o n  t h e r e i n  e x p r e s s e d ,  i n  t h e  c a p a c ­

i t y  t h e r e i n  s e t  f o r t h  a n d  a s  t h e  a c t  a nd d e e d  o f  s a i d  c o r p o ­

r a t i o n .

G I V E N  u n d e r  m y  h a n d  a n d  s e a l  o f  o f f i c e ,  t h i s  t h e  

d a y  o f  , 1 9 8 2 .

ELSIE G I LMO RE  N O T A R Y  P U B L I C  in a n d  f o r
■c tc ji . ! . '  ; >untv. Te

M/ Commission txinfns u.i<: S. 19»U
•Hotary Publ,c :r !-' ; >UR,V- Te" s H a r r i s  C o u n t y ,  T e x a s



E X H IB IT  A
A T T A C H E D  T O  A N D  M A D E  A  P A R T  O F  

G A S  P U R C H A S E  C O N T R A C T  B E T W E E N  

S H E L L  O I L  C O M P A N Y  

A N D

A L A S K A  P I P E L I N E  C O M P A N Y  

C O O K  I N L E T  A R E A /  A L A S K A

Tract
No. E'escription

T.13N.,Ri0W., S.M.

Sec. 33: Sy2SE%

Sec. 34: Sy2 SW%,
Fractional SEy,

T. 12 N„, R. 10 W., S.M.

Sec. 3: Fractional Wyj NT7V4 
except that portion 
lying within U.S. 
Slurvey #3072

Sec. 4: Fractional all,
except that portion 
luring within U.S. 
Survey #3072

Sec. 9: Fractional

Lots 1 and 2, U.S. Survey 
#4540, U.S. Survey #4541

T. 13 N., R. 10 W., S.M. 

Sec. 26: SWy, SV2 NWy,
Fractional SYz SE%

Sec. 27: SE%, Sy2 NEV4isy2 swy4
Sec. 33: NE%,Ny2SE%

Sec. 34: 1 %
Fractional N%

Sec. 35: Fractional N^,
Fractional N%S% 

Lot* ■* and 2, U.S. Survey 
#3962, U.S. Survey #3963

Application 
Serial No., 

Acres or Name

83L66 A-029656

1394.00 A-029657

A*1

Lessor

U.S.A.

U.S.A.



Tract
No.

3 .

Application 
Serial No.,

Description Acres or Name

Tc 13 N., R. 10 W ., S.M. 1090.43 ADL-17658
Sec. 13: SE% (ExcL lands 

North of PLO 2162)

Sec. 23: SYs SEy4

Sec. 24: S% SV%, EV2
(ExcL lands North 
of PLO 2162)

Sec. 25: Ny2NW%,
T O
Fractional Sy2 N”-^Vi,
Fractional NTV̂ SWy,

Sec. 26: NE%,
Fractional N%SE%

T. 13 N., R5W, S.M

Sec. 18: S% SWy, (ExcL lands 
North of PLO 2162)

Sec. 19: Wy2NW%

T. 12 N., R. 10 TV'., S.M. 858.10 AJOL-17592
Sec. 3: All tide and sub­

merged land within:•wy2 NÊ 4, 
N E y ,  N E y 4 , swy4,Nwy4SE%, 
N w y 4

Sec. 4: All tide and sub­
merged land

Sec. 9: All tide and sub­
merged land in NV2

Sec. 1C: All tide and sub­
merged land in
n w 4 N w y 4

Exhibit A (Continued)

A-.2

Lessor

State
of

Alaska

State
of

Alaska
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Exhibit A (Continued)

Tract
No.

8

Description

T. 13 N., R10 W., S.M.
Sec. 25: Tide and submerged 

lands mthin:
S E y 4 N W % ,

N w y 4 s ^ y 4

Sec. 26: Tide and submerged 
lands within:S%SE%, NÊ 4 SE%

Sec. 34: Tide and submerged 
lands within:
E y 2 S E y 4

Sec. 35: Tide and submerged 
lands within:wy2, wy2 NEy4fNwy4 se }4 , NEy2, NEy, 

T. 13 N., R. 10 ~W., S.-M.
Sec. 22: SEy4, SEy4 NE%, SEy4 swy4
T. 13 N., B. 10 W., S.M.
Sec. 23: NEV&,Ny2 SE}£
Sec. 24: NW}4, Ny2 SW&,Nwy4 NEy4>

except that portion 
lying within 
ADLr-17658, (Trrct 
No. 3)

T.13N.,S.10'W.t S.M.
Sec. 23:

Sec. 26: N% NWy4 

Sec. 27: NVfcNÊ

Acres

Application 
Serial No., 
or Name

488.54 ADL-17599

.240.00 ADL-21126

489.01 ADL-21128

480.00 . AJDL-21127

Lessor

State
of

Alaska

State
>j£

Alaska

State
of

Alaska

State
of

Alaska

A-3
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Exhibit A (Continued)

, Tract 
No.

10

11

12

13

14

Description

T. 13 N., E. 10W., S.M.
Sec. 27: Ny2SWy4,~Ey2Nwy4
T. 13 N., B. 10 W., S.M.
Sec. 13: All, excL any land 

■within the SEy, 
lying South of 
former PLO 2162

S*'-. 14: W/2, SWy4
T. 13N.,E.9W.,S.M.
Sec. 7; 6% SW}4, SW  ̂sf;/4

T. 13N.,B.9W., S.M.
Sec. 18: Wy2 NE%, Wy>, 

excL any lands 
in the Sy2SW}4 
lyir.g South of 
former PLO 2162

T. 12 N., R. 10 W., S.M.
U.S. Survey #3072

T.13N.,B.10W., S.M. 
U.S. Survey #3596

Acres

Application 
Serial No., 
or Name

160.00 ADL-21129

1108.57 AJDL-58831

120.00 ADL-58815

329.69 ADL-58320

5.00 E .F .
Eoberts

5.00 J. W. 
Hensley

Lessor

State
of

Alaska

State
of

Alaska

State
of

Alaska

State
of

Alaska

Earl F. 
Eoberts & 
Glennie L. 
Eoberts, 
his wife

Jerome W. 
Hensley & 
Nellie G. 
Hensley, 
his wife

Eecapitulation:

2225.66 Acres2 U. S. Oil and Gas Leases
10 State of Alaska Oil and Gas Leases 5364.34 Acres
2 Fee Oil and Gas Leases 10.00 Acres

Totals: 14 Tracts 7600.00 Acres

A-4
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Exh.iL/it A (Continued)
Reservoirs covered by this Depths in Type Log

Agreement BRU 212-35

Upper Sterling 2520'-3125'

Lower Sterling 3125'-360S'

Upper Beluga 3608'-5175'

Lower Belnga 5175'-8115'

At such time as lands and le«. es contiguous to lands hereinabove described are proved 
to be a part of the Beluga River Field as defined by the appropriate State of Alaska 
governmental authority, then such lands and leases, whether held or owned by Seller or 
subsequently acquired by Seller, shall be included within this Exhibit A.

A-5



LUGA RIVER UNIT
O P ER A T EO  BY  CHEVRON USA IN

-----------  EXHIBIT B ---------

ATTACHED TO AND MADE A PART OF
GAS PURCHASE CONTRACT BETWEEN 

SHELL OIL COMPANY 

AND
ALASKA PIPELINE COMPANY 
COOK INLET AREA, ALASKA

BELUGA RIVER GAS FIELD



S P U R C H A S E  C O N T R A C

MARATHON OIL COMPANY 

AND

ALASKA PIPELINE COMPANY

Dated: / / ( g  , 1982



ARTICLE

I

II

III

IV

V

VI

VII

VIII

IX

X

XI

XII

XIII

XIV

XV

XVI

XVII

XVIII

XIX

XX

GAS PURCHASE CONTRACT

MARATHON OIL COMPANY 

and
ALASKA PIPELINE COMPANY

I N D E X

Definitions

Precedent Conditions and Scope of Agreement 

Reservations of Seller

Reserve Determinations and Provision for Third Party Sales 

Quantity of Gas 

Points of Delivery 

Pressure

Measuring Stations

Measurements

Quality of Gas

P ri ce

Billing

Force Majeure

Default and Termination

Term

Warranty of Title

Arbitration

Regulatory Bodies

Addresses

Miscellaneous

Signature


