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THIS AGREEMENT, made and entered into as of the / o day of
tsJ , 1982, by and between MARATHON OIL COMPANY, hereinafter

referred to as "Seller”™, and ALASKA PIPELINE COMPANY, hereinafter referred
to as "Buyer",

WHEREAS, Buyer owns and operates a natural gas pipeline trans—
mission system within the State of Alaska; and

WHEREAS, Seller owns or controls oil and gas leaseholds and/or
lands located on or near the Kenai Peninsula, Alaska, which leaseholds
and/or lands are further described in Exhibit "A" attached hereto and made
a part hereof, and Seller has a supply of gas available from said leaseholds
and/or lands and is desirous of selling a portion of such gas to Buyer; and

WHEREAS, Buyer de.sirrs to purchase such gas from Seller for a
oorticn of the requirements of its said system;

NOW THEREFORE, 1in consideration of the premises and the mutual
covenants and agreements herein contained, the parties do hereby covenant

and agree as follows:

I. DEFINITIONS

. The parties hereto have agreed that, except where the context
otherwise indicates another or different meaning or intent, the following
terms are intended and used herein and shall be construed to have meanings
as Tollows:

1. The term "day" shall mean a period of twenty-four (24)
consecutive hours beginning and ending at eight o"clock a.m. local time.

2. The term "month™ shall ;r.aan a period beginning at eight
o"clock a.m. on the first day of a calenaar month and ending at eight
o"clock a.m. on the first day of the next succeeding calendar month.

3. The term "year" shall mean a period of twelve (12) con—
secutive months beginning on January 1 next succeeding the date deliveries



of gas commence hereunder, and beginning each succeeding date of January 1.
The period of time from the date deliveries of gas commence hereunder until
thp following January 1, and the period of time from the last date of
January 1 occurring during the term of this Agreement until the end of the
term of this Agreement shall each be considered to be a year.

4. The term "gas™ shall mean natural gas including both gas well
gas and oil well gas, and the residue gas therefrom of merchantable quality
as described in Article X hereof.

5. Theterm "Mcf" shall mean one thousand (1,000) cubic feet.

6. Theterm "delivery capacity™ shall mean the maximum quantity
of gas, expressed in Mcf, which can be withdrawn (subject to any valid rules,
orders and regulations of any state or Federal regulatory body) 1in any one
day from the leaseholds and/or lands of Seller covered by this Agreement
and which 1is available for delivery to Buyer at the points of delivery here—
under at the pressure provided for in Article VI hereof.

7. The term "Annual Contract Quantity"™ 1is the quantity of gas
Seller agrees to sell and deliver to Buyer and Buyer agrees to takeand pay
for, or pay for if available whether taken or not, during eachyear of the
term hereof, as said quantity is determined from tinie to time pursuant to
the provisions of this Agreement.

8. Theterm "Total Contract Quantity"” 1is the sum of the Annual
Contract Quantities up to but not exceeding a total of two-hundred fifty
million (250,000,000) Mcf, as said quantity is determined fromtime to time
pursuant to the provisions of this Agreement.

9. The term "Swing Rate" shall mean the maximum rate of delivery
of gas expressed in Mcf per day which Buyer shall have the right to request
Seller to deliver from time to time, and which Sellershall have available
for delivery, as said rate is determined from time totime pursuant to the
provisions of this Agreement.

10. The term "FERC" shall mean the Federal Energy Regulatory
Commission or any successor governmental authority.

11. The term "Btu"™ shall mean British Thermal Unit and the term
"MMBtu" shall mean one million British Thermal Units.

12. The term "gross heating value" shall mean the total calorific
value expressed in Btu"s obtained by the complete combustion, at constant
pressure, cf the amount of the gas which would occupy a volume ofone (1)
cubic foot at a temperature of sixty degrees Fahrenneit (60=F) ifsaturated
with water vapor and under a pre >ure equivalent to that of thirty (30)
inches of mercury at thirty-two degrees Fahrenheit (32<F) and under standard
gravitational force (980.665 cm. per second per second) with air of the same
temperature and pressure as the gas, v/hen the products of combustion are
cooled to the initial temperature of thegas and air and when the water
formed by combustion is condensed to theliquid state.



11. PRECEDENT CONDITIONS AND SCOPE OF AGREEMENT

1. Sublet to all of the terms, conditions, reservations and
limitations herein t forth, Seller agrees to sell and deliver or cause
to be delivered to Buyer, and Buyer agrees to purchase and receive from
Seller, gas, in the quantities hereinafter provided which Seller owns,
controls, or otherwise has the right to dispose of and which is produced
from or attributable to Seller®s lands described in Exhibit "A" attached
hereto and made a part hereof; subject, however, to the reservation by
Seller of sufficient gas therefrom for compliance with any and all gas
commitments made by Marathon Qil Company prior to the date of this Agreement
including that certain Gas Purchase Contract, dated May 13, 1960, between
Marathon 0Oil Company, et al, Seller, and Alaska Pipeline Company, Buye**.
as heretofore amenced and supplemented (see Exhibit "B™).

2. Each of the parties hereto agrees to proceed with due diligence
in a good faith effort to obtain Governmental authorizations as may be
necessary to enable performance of this Agreement. The performance of this
Agreement is subject to such Governmental authorizations being issued in form
satisfactory to both Seller and Buyer, and either party v,ill have the right
to cancel this Agreement if such authorizations are not issued in form satis—
factory to such party on or before March 1, 1983. Each party hereto shall
promptly notify the other party in writing when such party has received
authorization and whether or not it is acceptable. It is agreed and under —
stood that a determination as to whether or not such authorization is
acceptable shall be made in the sole and exclusive discretion of the party
to whom such authorization is issued. Upon receipt and acceptance by both
Buyer and Seller of the necessary Governmental authorizations referred to

above, Buyer and Seller agree to commence and prosecute with due diligence
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all things necessary to enable Seller to deliver and Buyer to receive at

the point or points of delivery hereinafter specified the quantities of gas
contemplated by this Agreement. Subject to the other provisions of this
Agreement, the initial delivery of gas hereunder shall commence as soon as
Buyer®s and Seller"s facilities to receive and deliver gas from the Beaver
Creek Unit Area are installed and operative. If initial delivery of gas
hereunder has not commenced by March 1, 1983, as extended for time lc..t
because of force majeure, and if this failure to commence delivery 1is due to
the failure of either party to prosecute the completion of its facilities
with the due diligence required above, then either par"’7 who is then ready
and able to commence performance hereunder shall have the right and option
to terminate and cancel this Agreement by serving thirty (30) days advance
written not"ce upon the other party, whereupon both parties shall be relieved

of any further liability hereunder.

3. Seller will advise Buyer regarding the productive status of

each leasehold and/or tract of land described in said Exhibit "A"™, and Seller
agrees as soon as practical to inform Buyer as to any reductions of the
leaseholds and/or lands covered by this Agreement, including, without
limitation, any termination, release, and/or assignment of any of the lease—
holds and/or lands*or portions thereof covered by this Agreement, and further
agrees as soon as practical to inform Buyer of any changes in the productive
status of any sudi leaseholds and/or lands. Seller shall not be precluded
from abandoning any wells or any leaseholds or permitting the lapse of any
leases or mineral rights which, in Seller 3 sole judgement, are deemed to

be unproductive commercially or without substantial value; provided, however,

celler agrees to provide Buyer with copies of any regulatory authorizations



required of Seller upon abandoning any wells or leaseholds or portions of
leaseholds or permitting the lapse of any ™ases or mineral rights or portions
thereof.

I1l. RESERVATIONS OF SELLER

Seller hereby expressly reserves unto Seller the following rights
with respect to the leaseholds and/or lands covered by this Agreement together
with sufficient gas produced from said leaseholds and/or lands to satisfy such
rights:

1. The right to operate Seller®*s oil and gas producing properties
and to use gas produced from such properties for operation of Seller®s oil
and gas producing properties free from any control by Buyer in such manner as
Seller, in Seller®s sole discretion, may deem advisable; 1including, without
limitation the right, but never the obligation, to drill new wells, to repair
and rework old wells, to renew or extend, in whole or in part, any oil and
gas lease covered hereby, and to abandon any well or surrender any such oil
and gas lease, in whole or in part, when no longer deemed by Seller to be
capable of producing gas 1in payin-g quantities.

2. The right, free from any and all control by Buyer, to continue
participation in or to form or to participate in the formation of any unit
which may include all or any part of Seller®s properties subject to this
Agreement, and thereafter to increase or decrease Seller®s properties con—
tained in such unit so formed and to pool and combine any unit or any part
of any unit with properties owned by others; provided, hcwever, that this
Agreement shall continue to apply to the interest of Seller in any unit so
formed, or, having been formed, continued, increased or decreased, to the
extent Seller"s interest in said unit is derived from the land initially or

subsequently made subject to this Agreement.



3. The right to use gas produced from said leaseholds and/or
lands for delivery to the lessors of Seller®s leases committed hereto which
such lessors are entitled to use under the terms of such existing leases.

4. The right to use gas produced from said leaseholds and/or
lands for the operation of the facilities which Seller may install in order
to deliver gas hereunder in accordance with the terms hereof.

5. To use gas produced from the Jleases described in Exhibit "A"
hereof for gas lift operations.

6. Seller specifically reserves the exclusive right to process,

or cause to be pp" "essed, at all times and from time to time, gasto be
delivered hereunder (and to use such gas as fuel for such processing), prior
to delivery thereof to Buyer for the recovery of liquefiable hydrocarbons
(uw. r than methane, except methane necessarily removed in such processing),
sulfur, helium and other gaseous components. It is understood that Buyer
shall not acquire any right, title or other interest under this Agreement
in any products resulting fron such processing.
IV. RESERVE DETERMINATIONS AND PROVISION FOR THIRD PARTY SALES

1. The term "Seller*s Gas Reserve" as used in this Agreement shall
mean the total quantity of future recoverable gas contained in the various
gas-bearing formations underlying the oil and gas leaseholds and/or lands
described in Exhibit "A" attached hereto, which are attributable to the
interest of Seller, less the estimated volumes of gas reserved and/or hereto—
fore committed to others by Seller. Exhibit "B" attached hereto lists the
gas sales and rental obligations of Seller which are in effect and outstand—
ing prior to the date of this Agreement.

2. Promptly after the date of this Agreement Seller shall make a

determination of Seller®s Gas Reserve and provide the results thereof to Buyer.



Such determination shall include all gas-bearing formations in and under
Seller®s oil and gas leaseholds and/or lands that are subject to the terms
of tnis Agreement. Seller shall make available to Buyer all information,
material and data which Seller has available and does not consider confidential
concerning Seller"s Gas Reserve so that Buyer can make its own determination
if it so desires. Should Buyer disagree with Seller"s determination, the
parties hereto shall endeavor to agree upon a determination of Seller"s Gas
Reserve; provided, however, if agreement has not teen reached within ninety
(90) days after Seller provides Buyer with said information, material and
data, then the determination shall be made by arbitration as provided in
Article XVIlI hereof. The effective date for said determination of Seller”s
Gas Reserve shall be the date of this Agreement. Seller®s Gas Reserve as
determined pursuant to this Paragraph 2 shall remain in effect until re—
determined under the provisions of Paragraph J of this Article IV.

3. Redeterminations of Seller®s Gas Reserve shall be made in the
same manner as provided in Paragraph 2 of this Article IV upon the written
request by either Seller or Buyer* but in no event sooner than one (1) year
after the date of the last determination; "ovided, however, if agreement
as to such Gas Reserve has not been reach dm thin ninety (90) days after
redetermination was requested, then a rede wm _nation shall be made by
arbitration as provided in Article XVIlI hereof. The effective date for
any redetermination of Se/ller's Gas Reserve shall be the first day of the
month following the date of notice by either Seller or. Buyer for such re—
determination.

4. If, as a result of the initial determination or redetermination

of Seller"s Gas Reserve under Paragraphs 2 or 3 of this Article 1V, it is



determined that Seller"s Gas Reserve is less than the undelivered portion

of the two-hundred fifty million (250,000,000) Mcf anticipated to be delivered
to Buyer hereunder, then the Annual Contract Quantities and Swing Rates set
forth in Paragraph 1 of Article V hereof remaining on the effective date

for such determination or redetermination shall be adjusted as of such date

by multiplying said Quantities and Rates by a fraction, the numerator of

which 1is Seller"s Gas Reserve as determined or redetermined and the denomina—
tor shall be the undelivered portion of said two-hundred fifty million
(250,000,000) Mcf. The Total Contract Quantity will be reduced by an amount
equal to the sum of such reductions in Annual Contract Quantity.

5. Seller shall have the right and option during the term hereof,
at any time or times, to sell and deliver gas produced from Seller®s Gas
Reserve to any new gas purchaser or purchasers, or to increase sales to the
gas purchasers set forth 1in Exhibit"13" hereof; provided, however, such gas to
be sold is not, in Seller®s sole judgement, needed to meet its obligations
to Buyer hereunder.

In reaching its decision for such additional sales, Seller
agrees that it will not on or after the date hereof enter into a contract or
contracts for the sale of gas from Seller®s Gas Reserve which obligates the
Seller to deliver more than Seller®s Gas Reserve less the undelivered portion
of the _Total Contract Quantity and less the undelivered portion of delivery
obligations under such other contracts entered into by Seller subsequent to
the date of this Agreement.

In addition, Seller will provide in the sales contracts with
said gas purchasers that if any redetermination of Seller®s Gas Reserve made
subsequent to said sale(s) is found to be less than that last determined or
redetermined pursuant to Paragraphs 2 or 3 of this Article 1V, the quantities

remaining to be delivered to such purchaser(s) shall be reduced to meet the



short fall 1in Seller®s delivery obligation to Buyer hereunder. It is,
however, expre 1y understood and agreed that Seller shall not be liable
for its failure or inability to deliver to Buyer the total quantity of gas
contemplated hereunder by reason of the inadequacy of Seller"s Gas Reserve
or the sale and delivery of gas in accordance with this Paragraph 5 to such
other purchaser(s).

6. Subject to all the terms, conditions, reservations, and
limitations set forth in this Agreement, Seller v.ill deliver to Buyer during
the term hereof a Total Contract Quantity of gas up to but not in excess of
two-hundred fifty million (250,000,000) Mcf, which will be delivered
exclusively from the lands and leaseholds described in Exhibit "A". Seller
does not warrant and Buyer agrees that this Agreement shall not be construed
by Buyer that Seller has warranted, either expressed or implied, that Seller®s
Gas Reserve as of the date of this Agreement will contain two-hundred fifty
million (250,000,000) Mcf.

It is further agreed, that Buyer shall have no call upon gas
from any other lands or leaseholds of Seller and that Buyer®s right to gas
under this Agreement is limited exclusively to gas produced from the lands
and leaseholds described in Exhibit "A" hereto. Seller, however, reserves
the right, in its sole discretion, to specifically add to the lands and
leaseholds described in said Exhibit "A" without in any way enlarging its
delivery obligations hereunder.

V. QUANTITY OF GAS

1. Subject to the provisions of this Agreement, Seller agrees to

sell and deliver to Buyer and Buyer agrees to take and pay for, or pay for

if available whether taken or not, during each year during the term hereof,



a quantity of gas which 1is at least equal to the Annual Contract Qua.

shown in the following schedule:

Annual Contract Quantity Swing Rate
Year (Mct) (McT per day)
1983 8,000,000 26,000
1984 9,000,000 32,000
1985 9,000,000 35,000
1.986 14.000,000 100,000
1987 14,000,000 110,000
1988 15,000,000 120,000
1989 16,000,000 130,000
1990 18,000,000 133,000
1991 19,000,000 130,000
1992 19,000,000 130,000
1993 27,000,000 125,000
1994 27,000,000 115,000
1995 27,000,000 95,000
1996 16,000,000 60,000
1997 12,000,000 35,000
Contract Quantity 250,000,000 Mcf

The gas to bedeliveredby Seller hereunder at any time and from time to time
may, at Seller"s option, be delivered fromSeller®s gas reserves underlying
the leases covered hereby within the (a) the Kenai Unit Area, (b) the Beaver
Creek Unit Area, or (c) the Trading Bay Unit Area ("Unit Areas"™), or any
combination thereof. In order to enable Buyer to develop hardware require—
ments for eacii Unit Area, Seller will cooperate with Buyer by providing on
March 1, 1983, and on January 1 of each year thereafter a written 2 year
development plan for each Unit Area.

2. The Total Contract Quantity, the Annual Contract Quantities
and the SwingRates set forth in Paragraph 1l of Article V hereof shall be
reduced whenever and to the extent that any Lessor or Lessors within the Kenai
Unit Area, the Beaver Creek Unit Area or the Trading Bay Unit Area shall
exercise partially or wholly any right to take in kind itsshare of royalty

gas attributable to Seller"s leaseholds and/or lands covered by this Agreement.
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3. Seller recognizes that Buyer®"s ability to take the Annual
Contract Quantity is limited to demands for gas made on Buyer by Buyer's
customers and that 1if said customers discontinue or reduce their demands for
Buyer®s gas as a result of obtaining increased quantities of gas from any
source other than Buyer or any affiliate of Buyer, then to the extent of
such increased quantities Buyer®s Annual Contract Quantity obligation .to
5eller shall be reduced, and the Total Contract Quantity will be reduced by
an amount equal to the sum of said reductions in Annual Contract Quantities.
In such event, Seller®s Swing Rate obligation shall be proporti ally, ex—
pressed as a percentage, reduced simultaneously.

4. Seller further recognizes that Buyer®s ability to take the
Ani-ual Contract Quantity(s) provided for in this Agreement is limited to
demands for gas made on Buyer by increased demand(s) by Buyer®s customers
and that if such customers®™ projected demand(s) fail to materialize, then
undue hardship will result as to BuyeW therefore, notwithstanding any other
provisions of this Agreement, if, in its sole discretion, Buyer determines
at any time and from time to time that Buyer cannot market some or all of
the gas to be delivered hereunder at the Annual Contract Quantity(s) pro—
vided for herein due to a decrease in said projected demand, Buyer shall so
notify Seller in writing, no later than April 1 of any year, identifying the
lower annual quantity(s) which Buyer projects it will be able to market
during the following year(s); provided, however, that notwithstanding the
other provisos of this Paragraph 4, such lower annual quantity(s) shall
never be less than seventy (70) percent of the Annual Contract Quar.tity(s)
for any year(s), set forth in Paragraph 1 of this Article V on the date
hereof as adjusted pursuant to Paragraph 4 of Article IV and Paragraphs 2 and

3 of Article V.
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As of January 1 of the following year the Annual Contract
Quantity(s) shall be the identified lower annual contract quantity(s) as
set forth in the hereinabove mentioned notice from Buyer; provided, however,
in consideration of the relief provided by Seller to Buyer, Buyer agrees to
pay to Seller for all gas delivered a premium on the then adjusted applicable
gas price, including any premium deliverability charge in effect, as determined

by Article XI as follows:

If the Annual Contract The Adjusted Applicable Price
Quantity 1is Reduced per MCF Shall be Increased By
From To
0% 10.0% or less 5.6%
more than10.0% 20.0% or less 12.5%
more than20.0% 30.0% or less 21.4%

Thereafter, the Total Contract Quantity will be irrevocably re—
duced by an amount equal to the difference between the scheduled quantity(s)
and sucl. lo @r annual contract quantity(s) ("released quantity(s)") and Seller
shall have the right to commit and deliver all or any portion of such released
quantity(s) for Seller"s own use or to"any other purchaser.

If Seller has not committed such released quantity(s) to its
own use or another purchaser, Seller shall have the right and option to extend
the term of this Agreement by recommitting sue! quantity(s) to Buyer, includ-
irj a Swing Rate which, when divided by the daily average of the quantity to
be delivered each year, yields a ratio of 1.33, otherwise upon the same terms
and conditions set forth herein, provided Seller gives Buyer written notice
three (3) years prior to the end of the term of this Agreement.

If during the term hereof Buyer elects to reduce the Annual
Contract Quantity as set forth hereinabove, Buyer agrees to concurrently reduce
in the same proportion the Annual Contract Quantity as to all other contracts
entered into by Buyer after November 1, 1982. Buyer also agrees to take gas
ratably, in so far as operationally possible from all others supplying gas to

Buyer during saic year(s). For the purposes hereof the term ratably shall



mean in the same proportion as each supplier®s applicable Annual Contract
Quantity bears to the sum of the applicable Annual Contract Quantities of

all such suppliers for said year(s).

5. Seller shall, with due diligence, operate the lands and

holds subject to this Agreement in a skillful and reasonably prudent manner

to the end that Seller®s delivery capacity shall be maintained from time to
time during the term hereof equal to the Swing Rates provided for in this
Agreement; provided, however, in the event Seller should at any time during

a year fail or be unable to develop, or having developed fail to maintain,

the delivery capacity necessary to deliver to Buyer the applicable Swing Rate,
the Swing Rate for the remainder of such year shall be reduced to a quantity
equal to Seller"s delivery capacity. Further, for any year that the Swing
Rate is reduced to Seller®"s delivery capacity, the Annual Contract Quantity
for the remaindei nf such “ear shall be reduced in the same proportion as

the reduction in the Swing Rate. In the event "here 1s a further change in
Seller®s delivery capacity during s'ch year, the Annual Contract Quantity and
Swing Rate for the remainder of such year shall thereafter be either further
reduced or increased, as the case may be, by the method hereinabove set forth;
provided, however, the Annual Contract Quantity and Swing Rate as may be in—
creased by the foregoing provision shall never exceed the Annual Contract
Quantity and Swing Rate for such year set forth 1in Paragraph 1 of this

Article V on the date of this Agreement. No such adjustment of Swing Rate

and Annual Contract Quantity during any year shall affect the Swing Rate and
Annual Contract Quantity for any subsequent year, all of which shall remain as
set forth in Paragraph 1 of Article V unless modified pursuant to other pro—
visions of this Agreement; provided, however, if Seller®s delivery capacity
remains below the Swing Rate for each of two successive years after 1986,

then Buyer shall have the option to reduce the Swing Rate for each remaining
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e year of the term of the contract by an amount equal to the difference between
Seller®s delivery capacity maintained during and the Swing Rate for the last
such successive year. Should Buyer exercise this option, the Annual Contract
Quantity will be reduced for each such remaining year of the term of this
Agreement in the same proportion, expressed as a percentage, as the reduction
in the Swing Rate for each such year, and the Total Contract Quantity will be
reduced by an amount equal to the sum of such reductions of Annual Contract
Quantity. To determine the quantity of gas Buyer 1is required to pay Seller
for whether taken or not, during any year that more than one Annual Contract
Quantity may be in effect, the several volumes of the Annual Contract Quantity
shall be prcv-ated on the basis of the portion of the year each such volume
was in effect.”

6. Seller"s delivery capacity may be determines L"pn request by
either party by actual measuremei.:i ,nd calculations and shall be estimated
or calculated for each month in the months in which no actual tasts are made
using the result of the last actual test, if any as the basis of the estima—
tion. Tests may be made by individua; wells or groups of wells. Each test
will be for a period of seven (7) consecutive days during which time the wells
will be produced at the maximum efficient rate of flow, as determined by
Seller against the pressures provided for in Article VIl hereof or under such
other conditions as determined by mutual agreement of the parties. For pur—
poses of determining Seller®s delivery capacity, the average of the rates
during the last two days of each test shall be deemed to be the delivery
capacity.

7. If, during the term of this Agreement, Buyer has not taken and
paid for or paid for whether taken or not, two-hurdred fifty million (250,000,000)
Mcf (which quantity may have been reduced from time to time pursuant to the
provisions of Paragraph 4 of Article IV and Paragraphs 2, 3, 4 and the exer—

cise of Buyer®s option in Paragraph 5 of Article V hereof) due to reductions
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in any of the Annual Contract Quantities established in Paragraph 1 of this
Article V and such reductions were due to Seller®s failure or inability to
maintain the applicable Swing Rates, then the term of this Agreement shall
be extended for a period of time sufficient to enable Buyer to purchase and
receive a volume of gas equal to the lesser of (1) the difference between
the volume actually taken and paid for and said two-hundred fifty million
(250,000,000) Mcf (as may have been reduced as above stated) or (2) the total
of the reductions in Annual Contract Quantity resulting from Seller"s failure
or inability. Said extended period shall not exceed the time required for
Seller to deliver said volume at the rate of ninety (90) percent of Seller’s
delivery capacity. The price to be paid for any such gas shall be the volume
weighted average of the prices paid for gas delivered hereunder subsequent
to the time Seller failed or was unable to maintain the applicable Swing Rates.
8. It is understood ana :gned that nothing in this Agreement shal
be construed to require Seller to produce and deliver or Buyer tc purchase
and receive from Seller or pay Seller for any quantities of gas in excess of
that which may be produced under the applicable rules, regulations and orders
of regulator bodies having jurisdiction. It is expressly understood that
Buyer shall have the right and option to purchase at any time and from time
to time such daily quantity of gas as it desires up to the Swing Rate then
in effect, and in Addition, such daily quantities of gas, if any, 1In excess
of the Swing Rate then in effect which in Seller®s sole judgement can be
produced and delivered from Seller®s lands and leaseholds efficiently and in
accordance with good operating practices. It is recognized that Seller is not
obligated to provide facilities to meet the quality specifications set forth
in Article X for quantities of gas in excess of the Swing Rate in effect from
time to time, and therefore any additional gas which Buyer may elect to

receive under this paragraph, which 1is in excess of the capacity of Seller-s



facilities as then installed, may be by-passed around such facilities and
the quality specifications of Article X shall not apply to such excess
quantity. The taking by Buyer of such by-passed gas shall be at Buyer®s
sole risk.

9. In the event Buyer is required by the provisions of this
Agreement to pay Seller for a quantity of gas which Buyer shall not have
actually taken during any year of the term hereof, thin during the years next
succeeding the year in which Buyer has failed to take the gas so paid for, all
gas taken by Buyer from Seller which 1is in excess of the Annual Contract
Quantity for the current year shall be known as Make-up Gas and shall be
delivered without charge to Buyer until such excess equals the amount of gas
previously paid for but not taken; provided, Buyer will pay Seller any price
differential between that price previously paid and that price in effect when
such Make-up Gas 1is actually taken. In the event Buyer has not by the end of
the term of this Agreement made j all gas paid for but not taken, then Sel.er
shall refund, without interest, monies to Buyer for that portion of the gas
volumes paid for but not taken which Seller is unable to deliver as a result
of Seller"s wells not being capable of.producing all of such volumes as
Make-up Gas when produced at t.heir delivery capacity throughout the remaining
terni following the year in which Buyer ha_ failed to take the gas so paid for; *
provided, however, in lieu of accepting such refund, Buyer shall have the
right and option to extend the term of this Agreement for a period of time
which 1is sufficient to enable Buyer to receive the volumes paid for but not
received. Said extended period shall not exceed the time required for Seller
to deliver said volume at the rate of ninety (90) percent of Seller®s delivery
capacity.

10. Notwithstanding any other provision in this Agreement to the

contrary, Buyer agrees to purchase, or to pay for if available and not taken,
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all of the oil well gas tendered by Seller to Buye" hereunoer; subject, how—
ever., to Buyer®"s right to refuse to accept delivery of any such gas pursuant
to the provisions of Article X hereof.
V1. POINTS OP DELIVERY
1. The points of delivery for the gas to be delivered by Seller
to Buyer hereunder shall be at the inlet of Buyer®"s meter to be located as
follows:

(a) Kenai Unit Area - At the upstream flange of Buyer®"s
master meter located in Section 30, Township 5 North,
Range 11 West, Kenai Peninsula Borough, Seward Base, and
Meridian, Alaska.

(b) Beaver Creek Unit Area - At the upstream flange of Buyer-"s
meter to be installed at or near Buyer®s existing pipeline
within the NW 1/4 SW 1/4, Section 7, Township 6 North,
Range 10 West, Seward Meridian.

(c) Trading Bay Unit Area - At a mutually agreeable point
between Seller®s and Buyer®s existing pipeline facilities
near Nikiski, Alaska.

2. As between the parties hereto, Seller shal! be in control and
possession of the gas deliverable herec.ider and responsible for any damage
to property or injury or death of persons caused thereby, and Seller shall
protect, defend, and indemnify Buyer, its agents, servants, employees,
officers, and directors to the full extent that the law will allow, .prior
to thedelivery to buyer. Aft»r the gas has been delivered to Buyer, Buyer
shall be deemed tobe in exclusive controi and possession thereof and respon—
sible for any injury or death of persons or damage to property caused thereby,
and Buyer shall protect, defend, and indemnify Seller, its agents, servants,

employees, officers, and directors to the full extent that the law will allow.
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VIl. PRESSURE

1. The gas delivered hereunder at the points of delivery specified
under Paragraphs 1(a) and 1(c) of Article VI hereof, shall be delivered into
Buyer®s facilities at the pressure existing therein from time to time; pro—
vided, however, that Seller shall not be required to deliver such gas at a
pressure (a) in excess of seven hundred (700) pounds per square inch gauge
prior to January 1, 1986; (b) in excess of five-hundred (500) pounds per
square 1inch gauge from January 1, 1986, through December 31, 1992; nor (c) Iin
excess of two-hundred fifty (250) pounds per square inch gauge thereafter
during the term hereof. Each year during the term hereof. Seller shall pro—
vide Buyer with a pressure forecast for each of the next succeeding two
years. The use of such forecasts by Buyer shall be at Buyer®"s sole --isk.

2. The gas delivered hereunder at the point of delivery specified
under Paragrah 1(b) of Article VI hereof shall be delivered into Buyer-"s
facilities at the pressure existing therein from time to time but not in
excess of one-thousand (1,000) pounds per square inch gauge, and so long as
Seller®s natural well pressures are sufficient to permit Seller to continue
deliveries at such pressure existing in Buyer®"s line. When the natural well
pressures decline Seller shall not be required to deliver such gas at a
pressure (@) 1in excess of seven-hundred (700) pounds per square inch gauge
prior to January 1, 1986; (b) in excess of five-hundred (500) pounds per
square inch gauge from January 1, 1986, through December 31, 1992; nor (c) in
excess of two-hundred fifty (250) pounds per square inch guage thereafter
during the term hereof.

3. Neither Buyer nor Seller shall be obligated to install or
operate compression facilities in order to deliver or receive gas hereunder,

but either may do so at its option. In the event, however, that the gas

-18-



cannot be delivered at the aforesaid pressures, and if neither Seller nor
Buyer installs or operates compression facilities; then either party, at its
option, may request that the Unit Area in question be removed from this
Agreement upon thirty days written notice to the other party, unless such
other party advises the party giving such termination notice within said
thirty (30) day period that it elects to take steps to meet such delivery
pressures. In the event any Unit Area is removed from this Agreement, a
redetermination of Seller®"s Gas Reserve shall be made immediately upon such
removal in accordance with all applicable provisions of Article IV hereof.
4. Buyer shall make reports to Seller, as often as m
in tr.ictice, of the pressure at which the gas 1is being delivered hereunder
and the >"ate of such deliveries. Seller shall have agents or employees
available it all times to receive from Buyer®s dispatchers advices and re—
quests for changes 1in the rates of delivery of gas hereunder as required
by Buyer from time to time. Buyer recognizes that Seller®s leaseholds are
situated in an isolated location and therefore a reasonable period will be
eallowed for Seller to comply with, the dispatching requests of Buyer.
VIII. MEASURING STATIONS
1. Buyer shall install, maintain, and operate or cause to be
operated, at Buyer"s own expense, at or near each point of delivery, a
measuring station, designed and installed in accordance with the current
recommendations of the American Gas Association, properly equipped with
orifice meters, and other necessary equipment, including gas temperature
recorder, by which the volume of gas delivered hereunder shall be measured.
The orifice meters shall utilize flange taps and shall be installed, main—
tained, and operated with volumes computed in accordance with the American
Gas Association Gas Measurement Committee Report No. 3, revised 1969

(ANSI/AP1 2530, First Edition), and as such has been or may be revised
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from time to time. Seller shall have access to such metering equipment at
reasonable hours, but the calibrating and adjusting thereof shall be done
by Buyer. The changing and integrating of charts shall be done by Buyer.

2. Seller may install, maintain, and operate, at its own expense,
such pressure regulators and check measuring equipment as it shall desire
and Buyer to the extent that Buyer has the right to do so, hereby grants to
Seller the right to install, maintain, and operate such equipment in and
connected to Buyer®s measuring station or stations, provided that such equip—
ment shall be so installed as not to interfere with the operation of Buyer's
measuring equipment. Buyer shall have access to such check measuring equip- I
ment at reasonable hours, but the reading, calibrating, and adjusting thereof
and the changing of charts shall be done by Seller.

3. Each party shall have the right to be present at the time of
any installing, reading, cleaning, changing, repairing, inspecting, testing,
calibrating, or adjusting done in connection with the other®s measuring
equipment used in measuring deliveries hereunder. The records from such
"measuring equipment shall remain the property of their owner, but upon
request each will submit to the other its records and charts, together with
calculations therefrom, for inspection and verification* subject to return
within thirty (30) days after receipt thereof. 1

4. In the event a meter is out of service or registering inaccu—

rately, the volumes of gas delivered hereunder shall be estimated:

(a) by using the registration of any check meter or
meters if installed and accurately registering, or in the
absence of (a);

(b) by correcting the error if the percentage of
error is ascertainable by calibration, test, or mathe—
matical calculations, or in the absence of both (a)
and (b), then:
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©) by estimating the quantity of delivery by
deliveries during periods under similar conditions
when the meter was registering accurately.

5. At least once each month, Buyer shall verify the accuracy of
its measuring equipment and Seller will verify the accuracy of its check-
measuring equipment. If either party shall notify the other that it desires
to test the accuracy of any measuring equipment, the parties shall cooperate
to secure a prompt verification of the accuracy of such equipment.

6. If, upon test, any measuring equipment is found to be not more
than one percent (1%) inaccurate, previous records of such equipment shall be
considered accurate in computing deliveries hereunder. In the event any
measuring equipment shall be found to be inaccurate to the extent that it
affects the measurement accuracy by an amount exceeding one percent (l«)>
at a recording corresponding to the average hourly rate of flow for the
period since the last preceding test, then any previous recordings of such
equipment shall be corrected to zero «rror for any period which is known
definitely or agreed upon, but in case the period 1is not definitely known
or agreed upon, such correction shall be for a period extending over one-half
(1/2) of the time elapsed since the date of last test, not exceeding a cor—
rection period of sixteen (16) days. If any measuring eqiroment is found
by test to be measuring inaccurately, such equipment shall be adjusted at
once to measure accurately.

7. Each party shall preserve for a period of at least four (4)
years all test data, charts and other similar records.

IX. MEASUREMENTS

1. The sales unit of the gas deliverable hereunder shall be ono



2. The volume of the gas delivered hereunder shall be determined

as follows

(@) The unit of volume for the purpose of measure—
ment shall be one (1) cubic foot of gas at the base
temperature of sixty degrees Fahrenheit (60=F) and at a
pressure of fourteen and sixty-five hundredths (14.65)
pounds per square inch absolute with correction for
deviation from Boyle®"s Law.

(b) The average absolute atmospheric pressure shall
be assumed to be fourteen and seven-tenths (14.7) pounds
to the square inch, irrespective of actual elevation or
location of the point of delivery above sea level or
variations 1in such atmospheric pressure from time to
time

(c) Unless the parties hereto agree to the use of a
spot test method, the specific gravity of the gas delivered
hereunder shall be determined by the use of a recording
gravitometer which 1is generally accepted in the industry.
When a recording gravitometer is used, the arithmetical
average of the specific gravity of gas fleying through
the meters shall be used in computing gas volumes. If
a spot test method is used, the specific gravity of the
gas delivered hereunder shall be determined at monthly
intervals or more often if found necessary Iin practice.
Any such test shall determine the specific gravity to be
used in computation of volumes effective the first day
of the following month and shall continue to be used until
changed in a like manner by subsequent test.

(d) The temperature of the gas shall be determined
by a recording thermometer so installed that it will
record the temperature of the gas flowing through the
meters. The average of the record to the nearest one
degree Fahrenheit (1<F), obtained while gas 1is being

delivered, shall be used in computing measurements for
that day.

X.  QUALITY OF GAS
1. Seller agrees that:
(@) The gas delivered hereunder shall have a gross heating
value of not less than nine hundred fifty (950) Btu®s per cubic
foot nor more than one thousand fifty (1,050) Btu®"s per cubic foot.

In the event that the gross heating value of the gas tendered for
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delivery hereunder falls below nine hundred fifty (950) Btu®s per
cubic foot, Buyer shall have the right to refuse to accept said

gas so long as said heating value remains below nine hundred fifty
(950) Btu"s per cubic foot. In the event that the gross heating

value of the gas tendered for delivery hereunder exceeds one thousand
fifty (1,050) Btu®s per cubic foot, Buyer shall have the right to
refuse said gas so long as said heating value remains above®one thou—
sand fifty (1,050) Btu®"s per cubic foot.

(b) The gross heating value of the gas shall be determined
from a re resentative composite gas sample taken at the point of
measurement by periodic tests to be conducted monthly by Buyer or
at such other intervals as the parties may mutually agree. The
determination may be made by means of a calorimeter using the
Thomas principle of calorimetry or its equal or by calculation
from the component analysis using NGPA Publication 2145 (or the
most recent revision) - "Physical Constants of Paraffin Hydro—
carbons or Other Compounds of Natural Gas".

2. Seller agrees that the gas delivered hereunder:

(a) Shall not contain more than four (4) pounds of water per
million cubic feet of gas.

(b) Shall not contain more than one (1) grain of hydrogen
sulfide per one hundred (100) cubic feet of gas.

(c) Shall not contain more than twenty.(20) grains of total
sulfur per one hundred (100) cubic feet of gas.

(d) Shall not contain 1in excess of:

(i) Three percent (3%) by volume of carbon dioxide; or

(ii) One percent (1%) by volume of oxygen.
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(e) Shall not exceed one hundred twenty degrees Fahrenheit
(120=F) in temperature at the point of delivery.

@) Shall be commercially free from dust, gums, gum forming
constituents, or other liquid or solid matter which might become
separated from the gas in the course of transportation through
pipelines.

3. All units of measurements of gas required in this Article X
shall be at a temperature of sixty degrees Fahrenheit (60<F) and at an abso—
lute pressure of fourteen and sixty-five hundredths (14.65) pounds per square
inch.

4. Buyer shall have the right to refuse to accept delivery of any
and all gas which fails to meet the quality requirements of this Article X.

X1. PRICE

1. The amount to be paid by Buyer to Seller for gas delivered to
Buyerhereunder shall be as follows:

(a) Subject to the provisions of Paragraph 2 below, the base
pricn to be paid by Buyer to Seller for gas delivered to Buyer
hereunder shall be $2.32 per Mcf.

(b) As adjusted pursuant to the provision of Paragraph 2
below there shall be added to the base price a premium deliver—
ability charge of 35t per Mcf for all gas delivered during the
year 1986 and thereafter during the term hereof to the extent
that Seller remains committed to deliver the applicable Annual
Contract Quantities and maintains the ability to deliver, year
by year, at swing factors of 2.5 or more during years 1986 through
1989, 2.25 or more during the year 1990 and 2.0 or more each year

thereafter. For purposes hereof the term "swing factor" shall
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mean the ratio obtained by dividing Seller®s delivery capacity

by the daily contract quantity where the "daily contract quantity"”

is the Annual Contract Quantity divided by three-hundred sixty-five

(365). The Annual Contract Quantity utilized shall be that for the

appropriate year as set forth in Paragraph 1 of Article V as of the

date hereof. Notwithstanding other provisions hereof said Ouantity(s)
shall for the purposes of this Paragraph 1(b) remain unchanged except
for those provided in Paragraph 4 of Article IV and Paragraphs 2 and

3 of Article V.

2. It is expressly understood and agreed between the parties that
the base price and premium deliverability charge provided forinParagraphs 1(a)
and 1(h) shall be adjustedannually as follows:

Effective January 1, 1984, arid on January 1 of each year tnere-
aft.er during the term this Agreement is ineffect, the base price

and premium deliverability charge shall beadjusted bymultiplying

said base price and premium deliverability charge by the following

ratio:
The Posted Price of No. 2 Fuel Oil on the applicable
January 1 divided by the Posted Price of No. 2 Fuel Oil
on January 1, 1983.

The term Posted Price -.nail mean the posted price of No. 2 Fuel Oil

FOB Tesoro Refinery, Nikiski, Alaska. In the event that there

ceases to be a posted price for No. 2 Fuel Oil at Tesoro"s Refinery

at Nikiski, postings for No. 2 Fuel Oil as published in Platt"s

Oilgram (or another mutually agreed upon publication in thp event

Platt"s Oilgram discontinues publishing such quotes) FOB refineries

at or rear Seattle, Washington, shall be substituted in the ratio

described above.
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3. It is further expressly understood and agreed between the
that there shall be added to the amounts determined pursuit to Paragraphs 1
and 2 of this Article XI, so long as the following tax or taxes shall be in
effect, the full amount of any tax or taxes paid by Seller irrespective of
the mode or basis of imposition. The term "tax or taxes" as used herein shall
mean (i) any tax (other than ad valorem, capital stock, general property,
or income and excess profits taxes) or (ii) similar charge now or hereafter
levied, assessed or made by any governmental or native authority, including
any Federal windfall profits taxes, on the gas itself, or on the act, right
or privilege or occupation of production, severance, gathering, transporta—
tion, sale or delivery of gas which tax is measured by the volume, value,
removal price, prevailing value or sales price to Buyer of the gas in question
but shall not include any value awtr!butable to the liquid hydrocarbons in
said gas, that are removed by processing; provided, however, that the term
"tax" shall not be deemed to include (i) any processing tax imposed on Seller
because of the fact that gas may be processed or handled through or in any
plant, or (ii) any general franchise tax imposed on corporations on account
of their corporate existence or on their right to do business within the
state as a foreign corporation, or (iii) any delinquent interest and penalty
that may be attributable to any tax. Taxes or assessments applicable to any
royalty, overriding royalty, production payment, or similar interest shall
be considered to be covered by the provisions hereof to the extent reimburse—
ment made by Buyer to Seller with respect thereto is passed on by Seller to
the owner of such royalty, overriding royalty, production payment, or
similar interest.

The above provisions of thit: Paragraph 3 notwithstanding,

partie:

should Seller at any time pay ad valorem mineral rights property taxes attributable



to gas which Buyer has the right to receive hereunder, Seller will notify
Buyer in writing, stating the amount thereof, along with adequate supporting
information, and Buyer will, within thirty (30) days after the receipt of

such notice from Seller, reimburse Seller in the amount of such taxes. The
reimbursement shall be based upon the ratio which the volume of gas Buyer has
the right to receive hereunder as of the date of assessment bears to the total
volume of gas reserves underlying the proper, ,"es subject to this Agreement as
of the assessment date or in the event the ands subject to this Agreement

are not assessed separately but rather as rart of other lands, the reimburse—
ment shall be based upon the ratio which the volume of gas Buyer has the right
to receive hereunder as of the date of assessment bears to the toial volume

of gas reserves underlying all the lands so assessed. Unless the total gas
underlying the properties 1is valued separately for assessment purposes,

the amount of the ad valorem mineral rights property taxes assigned to

the gas each year shall be that portion of the total tax that the value of

the gas bears to the total value of all liquids and gas combined as determined
by the assessor before applying any depreciation charges, operating costs, or
present worth factrrs. The intent of this paragraph is that the Buyer shall
pay all ad valorem mineral rights property taxes reasonably attributable to
gas which Buyer has the right to receive hereunder, and the amount of such
taxes shall be determined in an equitable m?nner to produce that result.
Nothing contained herein shall imply that Buyer has any title thi any volume

of gas it has the right to receive hereunder. Failure of Seller to notify
Buyer within six (6) months after the due date, of the payment by Seller of
any ad valorem mineral rights property taxes on gas which Buyer has the right

to receive hereunder shall constitute a waiver by Seller of the reimbursement



by Buyer for that particular item, but shall not constitute a waiver of any
rights to reimbursement for the payment of surh tax for subsequent periods.

4. Seller agrees to pay or cause to be paid to the parties entitle
thereto all royalties, overriding royalties or like charges against said gas
or thereof. Buyer agrees to reimburse Seller for all "excess royalty payments"”
which Seller shall be required to pay to the State of Alaska, United States
of America or other royalty owners with respect to gas sold and delivered to
Buyer hereunder. Such payments shall be made by Buyer to Seller within ten
(10) days following receipt of statements from Seller therefor. The term
"excess royalty payments” as used herein is defined as the amc.unt by wh"ch
actual royalty payments by Seller to the State of Alaska, United States of
America, or other royalty owners under the respective oil and gas leases
subject to this Agreement exceeds the amount sucn payment would have been
if the royalty value thereunder had been ,ated upon the sums received
by Seller pursuant to this Agreement.

X11.  BILL IMG .

1. Buyer shall furnish® a statement to Seller on or before the
fifteenth (15th) day of each calendar month which states the total volume
of all gas delivered during the preceding month. Buyer shall make payment
to Seller on or before the twenty-fifth (25th) day of each calendar month,
for all gas delivered during the preceding month according to the measure—
ments, computations, and price herein provided; however, under no circum—
stances shall Buyer pay a price(s) that exceeds the applicable maximum lawful
price(s) prescribed under the Natural Gas Policy Act of 1978 or other
applicable regulation or legislation, insofar as regulated gas 1is concerned,

but only so long as any fuch gas may be so regulated.
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2. Each party shall have the right at reasonable hours to examine
the books, records, and charts of the other party to the extent necessary to
verify the accuracy of any statement, charge, or computation made pursuant
to the provisions of any Article hereof. In the event an error is discovered
in the amount billed in any statement rendered by Buyer, such error shall be
adjusted within thirty (30) days of the determination thereof. No error will
be adjusted after twenty-four (24) months from the date of such statement.

3. If Buyer shall fail 1in any year during the term hereof to take
the Annual Contract Quantity, then Seller shall, within sixty (60) days after
the end of such year, render a bill to Buyer for the eimount of the deficiency
based on theaverage price paid for gas delivered hereunder during the last
month of  theyear inwhich such deficiency occurred. In computing the amount
due Seller for any deficiency in takings by Buyer occuring during any year,
the following quantities shall be deducted from such deficiency:

(@) Thr t:tal of the daily quantities of gas which

Buyer request.” (up to and including the Swing Rate) and

which Seller fails to deliver on any day or days during
such year.

(b) The total of the quantities of gas not included
in (a) above which Buyer is unable to take on any day or
days during such year by reason of force majeure or for
failure to meet the quality requirements of Article X.

Buyer agrees to make full payment for the full amount for such deficiency
within fifteen (15) days after receipt of such bill.
4. Wichout prejudice to any other remedy or remedies of Seller here—
under or by operation of law, if under the foregoing provisions of this
Article XIl, the correct amount is not paid when due, absent of a bona vide

dispute as to whether such amount 1is due, interest on any unpaid amount shall

be paid by Buyer which shall accrue daily at the rate provided by the FERC for
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interest payable on refunds or at the prime rate in the absence of such FERC
interest rate. Buyer agrees, notwithstanding that a part of the payments
due Seller by Buyer may be in good faith dispute, to L..ke payment to Seller
for the full amount when due. If all or any part of the payment is in good
faith dispute, then the amount of such payment in good faith dispute shall,
v/hen received by Seller from Buyer, be placed by Seller in an interest bear—
ing account urtil such good faith dispute is settled. When any such settle—
ment is made either in whole or in part in favor of Buyer, then Seller shall
within fifteen (15) days thereafter make payment to BLyer for t* amount plus
interest accrued to date thereon for that part of such payment so settled in
favor of Buyer. The amount plus interest to date thereon for any settlement
made 1in part or 1in v/hole in favor of Seller shall be for the account of
Seller.

Xl FORCE MAJEURE

1. In the event of either party hereto being rendered unable,

wholly or in part, by force majeure to carry out its obligations under this
Agreement, other than to make payments due hereunder, it is agreed that on such
party giving notice and full particulars of such force majeure in writing or
by telegraph to the other party as soon as possible after the occurrence of
the cause relied on, the obligations of the party giving such notice as
far as they are affected by such force majeure, shall be suspended during the
continuance of any inability so caused but for no longer period, anu such
cause shall as far as possible be remedied with all reasonable dispatch.
The term "force majeure" as employed herein shall mean acts of God, govern—
mental action, strikes, lockouts, or other industrial disturbances, acts of
the public enemy, wars, blockades, insurrections, riots, epidemics, landslides,

lightning, earthquakes, fires, hurricanes, tornadoes, high winds, storms,
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storm warnings, floods, tsunami, washouts, arrests and restraints of
governments and people, civil disturbances, explosions, breakage or acci—
dents to machinery or lines of pipe, the necessity for making repairs to or
alterations of machinery or lines of pipe, >:ezing of wells or lines of
pipe, partial or entire failure of wells or sources of supply of gas, and

any other causes, whether of the kind herein enumerated or otherwise, not
within the control of the party claiming suspension and which by the exercise
of due diligence such party is unable to prevent or overcome; such term shall
likewise include (a) in those instances where either party hereto is required
to obtain servitudes, rights-of-way grants, permits or licenses to enable
such party to fulfill its obligations hereunder, the inability of such party
to acquire, or the oclays on the parr, of such party in acquiring, at reason—
able cost and after the exercise of reasonable diligence, such servitudes,
rights-?f-way grants, permits or licenses, and (b) ir those instances where
either party hereto is required to furnish materials and supplies for the
purpose of constructing or maintaining facilities or is required to secure
permits or permissions from any governmental agency to enable such party to
fulfill its obligations hereunder, the inability of such party to acquire,,

or the delays on the part of such party in acquiring, at reasonable cost

and after \he exercise of reasonable diligence such materials and supplies,
permits, ani permissions. It is understood and agreed that the settlement

of strikes nr lockouts shall be entirely within the discretion of the

party having the difficulty, and that the above requirement that any

force majeure shall be remedied with all reasonable dispatch shall

not require the settlement of strikes or lockouts by acceding to the

demands of any opposing party when such course 1is inadvisable in the

discretion of the party having the difficulty. In the event Buyer or
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Seller has invoked force majeure and such force majeure prevents Buyer
from taking and/or paying for the Annual Contract Quantity, expressed on a
daily basis, provided in Article V hereof for three hundred sixty-five (365)
consecutive days, Buyer or Seller will have the option of terminating this
Agreement in the first three months following such three hundred sixty-five
(365) consecutive days by giving thirty (30) days prior written notice.

2. An event Gf force majeure, as herein defined, which causes a
major customer of Buyer to interrupt or curtail its gas purchases from
Buyer shall be covered by Paragraph 1 above; provided, however, Buyer agrees
that such interruption or curtailment predicated on use of an alternative
fuel by such customers shall not be deemed to be an event of"force majeure.

3. In the event Buyer invokes force majeure hereunder, Buyer agrees
to take gas from Seller ratably in so far as operationally possible, based on
deliverability, wifh all others supplying gas in Buyer during such periods of

force majeure.

X1V.  DEFAULT AND TERMINATION

1. If either party hereto shall fail to performany of the covenants
or obligations 1imposed upon it under and by virtue of thisAgreement, the
other party hereto, in addition to any and all other remedies which it may
have, may at its option terminate this Agreement by proceeding as follows:
The party not in default shall cause a writtennotice to be served on the party
in default, stating specifically the cause for terminating this Agreement and
declaring it to be the intention of the party giving notice to terminate the
same; whereupon the party in default shall have thirty (30) days after the
service of the aforesaid notice in which to remedy, remove, or take all
appropriate action to remedy or remove the cause or causes stated in the
notice fr* terminating the Agreement, and if, within said period of thirty

(30) days,the party in default does so remedy or take all appropriate action
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to remedy or remove said cause or causes and fully protect, defend, and
indemnify the party not in default for any and all consequences of such
breach, then such notice shall be withdrawn and this Agreenent shall cortinue
in full force and effect. In case the party in default does not so remedy,
remove, or. take all "appropriate action to remedy or remove the cause or
causes and does not indemnify the party giving the notice from any and all
consequences of such breach within said period of thirty (30) days, this
Agreement, at the option of the party giving the notice, shall become null
and void from and after the expiration of said period.

2. Any termination of this Agreement under the provisions hereof
shall be without prejudice to the right of either Buyer or Seller to collect
any amounts then due by the other party.

X. TERM

Subject to the other provisions hereof, this Agreement shall be
effective from the date hereof and shall continue and remain in full 4orce
and effect until December 31, 1997, or the fifteenth anniversary of initial
delivery, whichever is later; provided., however, in the event Seller has after
the effective date hereof and prior to the later of December 31, 1997, or
said fifteenth anniversary, sold and delivered to Buyer the Total Contract
Quantity establisned under all the provisions of Articles IV and V hereof,
this Agreement shall thereupon terminate. None of the covenants or agreements
made in this Agreement shall survive the expiration of the term hereof or
extension thereof as provided herein.

XVI. WARRANTY OF TITLE
Seller hereby warrants the title to all gas delivered by Seller to

Buyer hereunder, the right to sell the same and that it is free from all liens
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and adverse claims, and agrees, if notified thereof by Buyer, to imdemnify
and defend Buyer against all suits, actions, debts, accounts, damages, costs,
losses, and expenses arising from or out of any adverse legal claims of any
and all persons to or against said gas. Seller agrees to pay or cause to be
paid all taxes and assessments levied on the gas prior to its delivery to
Buyer, and to pay or cause to be paid to the parties entitled thereto all
royalties, overriding royalties or like charges against said gas or the value
thereof. In the event any adverse claim of any character whatsoever 1is asserted
in respect to any of said gas, buyer may retain the purchase price thereof up
to the amount of such claim without interest until such claim has been finally
determined, as security for the performance of Seller®"s obligations with re—
spect to such claim uncier this Article XVI, or until Seller shall have fur-~
nished bond to Buyer, in an amount and with sureties satisfactory to Buyer,
conditioned for the protection of Buyer with respect to such claim.
XVI1. ARBITRATION

Any dispute arising between Seller and Buyer under Paragraphs 2
and 3 of Article IV of this Agreement shall be determined by a board of three
(3) arbitrators to be selected for each such controversy so arising as follows:
Either Seller or Buyer may, at the time such board of arbitration is desired,
notify the other of the name of an arbitrator and such other party shall,
within ten (10) days thereafter, select an arbitrator and notify the party
desiring arbitration of the name of such arbitrator. If such other party
shall fail to name a second arbitrator within ten (10) days, then the party
who first served the notice may, on reasonable notice to the other party, apply
to the person who is then Chief Federal Judge of the Federal Judicial District
covering the Cook Inlet Basin Area for the appointment of such second arbi—

trator for and on behalf of the other party, and in such case the arbitrator
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appointed by the person who 1is such Judge shall act as if named by the other
party. The two (2) arbitrators chosen as above provided shall, within ten
(10) days after the appointment of the second arbitrator, choose the third
arbitrator, and in the event of their failure so to do within said ten (10)
days, either of the parties hereby may in like manner, on reasonable notice
to the other party, apply to the person who is such Judge for the appointment
of a third arbitrator and in such case the arbitrator appointed by the person
who 1is such Judge shall act as the third arbitrator. The arbitrators selected
to act hereunder shall be qualified by education, experience and training to
pass upon the particular question in dispute. The board so constituted shall
fix a reasonable time and place for the hearing,.at which time each of the
parties hereto may submit such evidence as it may see fit. The action of a
majority of the members of such board shall govern &r.d r.heir decisions in
writing shall be final and binding on the parties hereto. Each party shall
pay the expense of the arbitrator selected by or for it and all other costs
of the arbitration shall be equally divided between the parties hereto.

XVI1l. REGULATORY BODIES ..

This Agreement is subject to all present and future valid orders,
rules and regulations of any regulatory body hal\Ing jurisdiction. Seller
shall furnish Buyer with a complete copy of all material filed with or sub—
mitted to any regulatory body and a copy of any order, certificate, price
determination (including orders reversing or remanding such price determina—
tion), rate increase letter, letter of deficiency, petition for price deter—
mination, application for abandonment (total or partial), applications to
delete acreage from a ce>tificate, abandonment authorization orders, and
orders allowing deletion of acreagb from certificates, or other relevant

correspondence or directives issued in referencp to such filings. Seller
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shall furnish Buyer with copies of all production, well test, completion and
recompletion reports filed by Seller with the appropriate regulatory body
having jurisdiction over the leases contracted hereunder.

X1X.  ADDRESSES

Until Buyer 1is otherwise notified in writing by Seller, the address
of Seller is and shall remain Post Office Box 2380, Anchorage, Alaska 99501,
Attention Division Operations Manager, and unless Seller is otherwise-notified
in writing by Buyer the address of Buyer 1is and shall remain Post Office Box
6288, Anchorage, Alaska 99502. All notices required to be given in writing
hereunder shall be given to the respective parties at such addresses or such
other addresses as the parties respectively shall designate by written notice,
and such notice, required to be given in writing, shall not be deemed to have
been given until actual receipt thereof by Buyer or Seller at the address
nerein provided.

XX.  MISCELLANEOUS

1. No waiverby either party hereto of any one or more defaults
by the otherin the performance of any provisions of this Agreement shall
operate or be construed as a waiver of any future default or defaults,
whether of a like or ofa different character.

2. This Agreement shall be binding upon and inure to the benefit
of the legal representatives, successors and assigns of the respective parties
hereto and shall constitute a real right and covenant running with the lands
and leasehold estates covered hereby, and shall be binding upon any purchaser
of Buyer®s transmission system and upon any purchaser of the properties of
Seller which are subject to this Agreement; and Seller and Buyer both agree
that no sale of said properties of Seller or any part thereof or of all or

substantially all of Buyer®s said system shall be made unless the purchaser
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thereof shall assume and agree to be bound by this Agreement insofar as the
same shall affect and relate to the property or interest sold or conveyed.

It is agreed, however, that nothing contained in this Paragraph shall in any
way prevent either party hereto from pledging or mortgaging its rights here—
under for security of its indebtedness.

3. Seller shall not assign or sub-lease any lease dedicated hereto
or any gas rights thereunder unless such assignee or lessee ratifies and joins
in this Agreement as a party Seller by executing an instrument describing such
leases and dedicating such party"s gas and leasehold or other estate therein
to the performance of this Agreement.

4. Seller hereby, and at no expense to Buyer, grants and assigns to
Buyer, insofar as Seller has the right to do so, all necessary easements and
rights-of-way for the construction of pipelines and/or facilities necessary
or convenient to the delivery or taking of gas covered by this Agreement.

5. The parties mutually agree that the laws of the State of Alaska
shall apply to the terms of this Agreement.

6. Subject to Paragraph 2 of Article Il hereof, Buyer and Seller
expressly understand that enforcement of this Agreement 1is subject to an
initial determination by the Alaska Public Utilities Commission that the
cost incurred by Buyer hereunder constitutes reasonable and recoverable cost

of Buyer®s public utility business.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement

in two (2) originals on the day and year first above written.

ALASKA PIPELINE COMPANY MARATHON OIL COMPANY
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EXHIBIT “A"
Attached to and forming part of Gas Purchase Contract dated
1982, between MARATHON OIL COMPANY, as Seller, and ALASKA PIPELINE COMPANY, as

Buyer.

KENAT UNIT AREA

TOWNSHIP 4 NORTH, RANGE 11 WEST, S.M.:

Section 3: Lot 4, SW 1/4 NW 1/4, W 1/2 SW 1/4
Protracted Survey

Section 9: n*1/2, SW 1/4, W 1/2 SE 1/4

The above described parcel of land being covered by that certain United States
Oil and Gas L*ase issued effective 10/1/55 bearing serial number A-028047, and
which 1is induced 1in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing 1in the aggregate, 1,359.52 acres, more or less. Marathon
gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.;

Section 31: Lots 3, 4, 5, 7, 8, 10, E 1/2

Section 32: All

Section 33: All

Section 34: NW 1/4 NW 1/4, S 1/2 NW 1/4, SW 1/4,
W 1/2 SE 1/4

The above described parcel of land being covered by that certain United States
Oil and Gas Lease issued effective 10/1/55 bearing serial number A-028055, and
which 1is 1included 1in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing 1in the aggregate, 2,044.67 acres, more or less. Marathon
gross interest is 50%.
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TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 28: NW 1/4 NW 1/4, S 1/2 NW 1/4, SW 1/4,
W ﬁ/Z SE 1/4, SE 1/4 SE 1/4

Sprtinn Al
Section 30: Lots 5, 6, 7, 8, 9, 11, 12, 13, 14,
15, E 1/2

The above described parcel of land being covered by that certain United States
Oil and Gas Lease 1issued effective 10/1/55 bearing serial number A-028056v and
which 1is 1included 1in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing 1in the aggregate, 1,412.23 acres, more or less. Marathon
gross interest is 50%.

TOWNSHIP 4 NORTH, RANGE 11 WEST, S.M.:

Section 17: All

Section 18: Lots 1, 2, 3, 4, E 1/2 W 1/2,E 1/2
Section 19: Lot 1, NE 1/4 NW 1/4, Nt 1/4
Section 20: N 1/2 NW 1/4, SW 1/4 NW 1/4

The above described parcel of land 1Qing covered by that certain Stale of Alaska
Oil and Gas Lease 1issued effective P/1/58 bearing serial number ADL-22330, and
which 1is 1included 1in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing in the aggregate, 1,598.90 acres, more or less. Marathon
gross interest 1is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:
Section 18: SE 1/4 SE 1/4

The above described parcel of land being covered by that certain United States
Oil and Gas Lease issued effective 11/1/58 bearing serial number A-028103, and
which 1is 1included 1in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing in the aggregate, 40.00 acres, more or less. Marathon
gross interest 1is 50%.

TOWNSHIP 5 NORTH, RANGE 11, WEST, S.M.:

Section 19: Lots 7, 8, 2, 11, 13, SE 1/4, E 1/2
E 1/2 SE 1/4 SW 1/4, SE 1/4 NE 1/4
Section 20: S 1/2, NW 1/4, SW 1/4 NE 1/4

The above described parcel of land being covered by that certain United States
01l and Gas Lease 1issued effective 11/1/58 bearing serial number A-028140, and
which is 1included 1in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing 1in the aggregate, 749.63 acres, more or less. Marathon
gross interest 1is 50%.
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TOWNSHIP 4 NORTH, RANGE 11 WEST, S.M.:

Protracted Survey
Section 5: All

Section 6: All
Section 7: All
Section 8: All

The above described parcel of land being covered by that certain United States
Oil and Gas Lease issued effective 10/1/58 bearing serial number A-028142, and
which 1is included in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing in the aggregate, 2,560.00 acres, more of less.
Marathon gross interest is 50%.

TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.;

Section 1: Lots 1, 2, 4, 5, E 1/2 E 1/2

Section 12: Lots 5 through 18 inclusive, Lot 20,
E 1/2 W 1/2 SE 1/4, E 1/2 E 1/2, E 1/2
W 1/2 NE 1/4

Section 13: Lots 5 through 12 inclusive,
Easterly 2.50 acres of Lot 15,
Easterly 2.50 acres of Lot 16,
E 1/2 NW 1/4 NE 1/4, E 1/2 E 1/2,
E 1/2 W 1/2 SW 1/4 NE 1/4, E 1/2 W 1/2
NW 1/4 SE 1/4, E 1/2 SW 1/4 NE 1/4,
E 1/2 NW 1/4 SE 1/4

The above described parcel of land being covered by that certain United States
Oil and Gas Lease issued effective 11/1/58 bearing serial number A-028143, and
which is included in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing 1in the aggregate, 785.09 acres, more or less. Marathon
gross interest is 50%.

TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.:
Section 12: Lot 19
The above described parcel of land being covered by that certain Oil and Gas
Lease dated 3/4/59 *(Lessor: Joseph R. Fribrock) which is included in the Kenai

Unit Area, Third Judicial Division, State of Alaska, and containing 1in the
aggregate, 2.49 acres, more or less. Marathon gross interest is 50%.
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TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.;

Section 13: Easterly 2.50 acres of Lot 13,
Easterly 2.50 acres of Lot 14

The above described parcel of land being covered by that certain Oil and Gas
Lease dated 2/25/59 (Lessor: Paul P. Shadura, Jr.) which 1is 1included 1in the
Kenai Unit Area, Third Judicial Division, State of Alaska, and containing 1in the
aggregate, 5.00 acres, more or less. Marathon gross interest 1is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:
Section 17: Lot 8, NW 1/4 SW 1/4, S 1/2 SW1/4

The abovedescribed parcel of land being covered by that certain 0il and Gas
Leasedated 10/29/58 (Lessor: Leo Patrick McCanna and Daisy K. McCanna) which is
included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and
containing 1in the aggregate, 159.93 acres, more or less. Marathon gross
interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:
Section 19: Lot 2, N 1/2 NE 1/4, SW 1/4 NE 1/4

The above described parcel of land being covered by that certain Oil and Gas
Lease dated 11/13/58 (Lessor: Charles Steelman) which is included in the Kenai
Unit Area, Third Judicial Division, State of Alaska, and containing 1in the
aggregate, 139.31 acres, more or less. Marathon gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:
Section 19: Lots 10 and 12

The above described parcel of land being covered by that certain Oil and Gas
Lease dated 2/18/59 (Lessor: Robert E. Jacobs and Carol K. Jacobs) which is
included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and
containing 1in the aggregate, 5.14 acres, more or less. Marathon gross interest
is 50%.
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TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:
Section 19: Lot 6
The above described parcel of land being covered by that certain Oil and Gas
Lease dated 8/11/59 (Lessor: Charles E. Miller and Marjorie L. Miller) which 1is
included in the Kenai Unit Area, Third Judicial Division, Sta'<ce of Alaska, and
containing in the aggregate, 5.20 acres, more or less. Marat,non gross interest
is 50%.
TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:
Section 30: Lot 3
The above described parcel of land being covered by that certain Oil and Gas
Lease dated 2/28/59 (Lessor: Lottie B. Edelman and Edwin Edelman) which 1is
included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and
containing in the aggregate, 20.96 acres, more or less. Marathon gross interest
is 50%.
TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 30: Lot 10

The above described parcel of Jland being covered by that certain Oil andGas

Lease dated 2/28/59 (Lessor: Edwin Edelman and Lottie B. Edelman) which 1is
included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and
containing in the aggregate, 5.75 acres, more or less. Marathon gross interest
is 50%.,

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:
Section 30: Lot 16

The above described parcel of Jland being covered by that certain Oil andGas
Lease dated 3/21/59 (Lessor: Carl E. Johnson and Karin W. Johnson) which is
incluaed in the Kenai Unit Area, Third Judicial Division, State of Alaska, and
containing in the aggregate, 5.09 acres, more or less. Marathon gross interest
is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, s # .:

Section 31: Lot 6

The above described parcel of land being covered by that certain 0Oil and Gas
Lease dated 3/20/59 (Lessor: Robert Lee Schmidt and Ruth M. Schmidt) which 1is
included in the Kenai Unit Area, Third Judicial Division, State of Alaska, and
containing in the aggregate, 5.19 acres, more or less. Marathon gross interest
is 50%.
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TOWNSHIP 4 NORTH, RANGE 11 WEST. S.M.;

Section 16: N 1/2 NW 1/4, SW 1/4 NW 1/4, NW 1/4
SW 1/4

The above described parcel of land being covered by that certain State of Alaska
0il and Gas Lease issued effective 10/1/55 bearing serial number ADL-00460, and
which 1s included 1in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing 1in the aggregate, 160.00 acres, more or less. Marathon
gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 17: That portion of Kenai River lying
within SW 1/4 and SW 1/4 SE 1/4

The above described parcel of land being covered by that certain 0il and Gas
Lease 1issued effective 11/1/58 (Lessor: Ownership Undetermined) bearing serial
number ADL-02397 which is included 1in the Kenai Unit Area, Third Judicial
Division, State of Alaska, and containing in the aggregate, 1.10 acres, more or
less. Marathon gross interest is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 30: All lying westerly of coastline
Section 31: All 1lying westerly of coastline

and
TOWNSHIP 5 NORTH, RANGE 12 WEST, S.M.:

Section 25: SE 1/4 NE 1/4, E 1/2 SE 1/4
Section 36: E 1/2

The above described parcel of land being covered by that certain State of Alaska
O0il and Gas Lease issued effective 1/1/60 bearing serial number ADL-00588, and
which 1is included in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing in the aggregate, 895.01 <cres, more or less. Marathon
gross interest is 50%.



TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.

Section 1: AlIl lying westerly of coastline
Section 2: E 1/2 E 1/2

Section 11: E 1/2 NE 1/4

Section 12: All 1lying westerly of coastline

The above described parcel of land being covered by that certain State of Alaska
Oil and Gas Lease 1issued effective 1/1/60 bearing serial number ADL-00593, and
which 1is included 1in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing in the aggregate, 985.33 acres, more or less. Marathon
gross interest is 50%.

TOWNSHIP 4 NORTH, RANGE 12 WEST, S.M.:

Section 13: AlIl of W 1/2 NE 1/4, E 1/2 NW 1/4 lying
westerly of coastline

The above described parcel of land being covered by that certain State of Alaska
Oil and Gas Lease 1issued effective 1/1/60 bearing serial number ADL-00594, and
which is 1included in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing 1in the aggregate, 88.92 acres, more [I-I less. Marathon

gross interest 1is 50%.

TOWNSHIP 5 NORTH, RANGE 11 WEST, S.M.:

Section 19: All of the SE 1/4 NW 1/4, NE 1/4
SW 1/4, S 1/2 SW 1/4 lying westerly

of coastline

The above described parcel of land being covered by that certain State of Alaska
Oil and Gas Lease issued effective 3/1/61 bearing serial number ADL-02411, and
which 1is included in the Kenai Unit Area, Third Judicial Division, State of
Alaska, and containing 1in the aggregate, 100.72 acres, more or less. Marathon
gross interest 1is 50%.
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TRADING BAY UNIT AREA

TOWNSHIP 9 NORTH, RANGE 13 WEST, S.M.:

Section 16: All
Section 17: S 1/2, NE 1/4
Section 20: All
Section 21: All
Section 29: All
Section 30: All
Section 31: All
Section 32: All

The above described parcel of land being covered by that certain State of Alaska
Oil and Gas Lease 1issued effective 3/1/62 and bearing serial number ADL-17594,
and which is included 1in the Trading Bay Unit Area, Third Judicial Division,
State of Alaskc, and containing i the aggregate, 4.956.00 acres, more cr less.
Marathon gross interesi: 1is 50%.

TOWNSHIP 8 NORTH, RANGE 13 WEST, S.M.:

Section 5: All
Section 6: < All
Section 7: All
Section 8: All
Section 18: All

The above described parcel of land being covered by that certain State of Alaska
Oil and Gas Lease issued effective 10/1/62 and bearing serial number ADL-18729,
and which 1is included 1in the Trading Bay Unit Area, Third Judicial Division,
State of Alaska, and containing in the aggregate, 3,085.00 acres, more or less.
Marathon gross interest 1is 50%.



*Trading Bay Unit Area (Cont"d) -

TOWNSHIP 9 NORTH,

Section
Section
Section
Section
Section

RANGE 13 WEST,

26:
27:
28:
33:
34:

W 172
All
All
All
All

Exhibit "A" - Page 9 of 11

S.M.:

The above described parcel of land being covered by that certain State of Alaska
Oil and Gas Lease issued effective 10/1/62 and bearing serial number ADL-18730,

and which 1is included 1in the Trading Bay Unit Area,
State of Alaska, and containing in the aggregate,

Marathon gross interest is 50%.

Third Judicial Division,

2,880.00 acres, more or less.
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BEAVER CREEK UNIT AREA

TOWNSHIP 6 NORTH, RANGE 10 WEST, S.M.:

Section 5: EI/2 NE 1/4, SE 1/4
Section 8: NE 1/4

The above described parcel of land being covered by that certain United States
0il and Gas Lease 1issued effective 9/1/58 and bearing serial number A-028078,
and which 1is included in the Beaver Creek Una Area, Third Judicial Division,
State of Alaska, and containing in the aggregate, 400.00 acres, more or less.
Marathon gross interest is 50%.

TOWNSHIP 7 NORTH, RANGE 10 WEST, S.M.:

Section 27: All

Section 28: S 1/2, S 1/2 NE 1/4, NE 1/4 NE 1/4,
SE 1/4 NW 1/4

Section 33: All

Section 34: All

The above described parcel of land being covered, by that certain United States
Oil and Gas Lease 1issued effective 9/1/53 and bearing serial number A-028083,
and which 1is included 1in the Beaver Creek Unit Area, Third Judicial Division,
State of Alaska, and containing 1in the aggregate, 2,400.00 acres, more or less.
Marathon gross interest is 50%.

TOWNSHIP 6 NORTH, RANGE 10 WEST, S.M.:

Section 3: N 1/2, SW 1/4, W 1/2 be 1/4

Section 4: All

Section 9: N 1/2 N 1/2, S 1/2 NwW 1/4, SW 1/4
NE 1/4

Section 10: N .1/2 NW 1/4

The above described parcel of land being covered by that certain United States
Oil and Gas Lease 1issued effective 9/1/58 and bearing serial number A-028118,
and which 1is included 1in the Beaver Creek Unit Area, -Third Judicial Division,
State of Alaska, and containing in the aggregate, 1,560.00 acres, more or less.
Marathon gross interest is 50%.



TOWNSHIP 7 NORTH, RANGE 10 WEST, S._M.:
Section 32: E 1/2 E 1/2

The abovedescribed parcel of land being covered by that certain United States
Oil and Gas Lease issued effective 9/1/58 and bearing serial number A-028120,
and whichis included in the Beaver Creek Unit Area, Third Judicial Division,
State of Alaska, and containing 1in the aggregate, 160.00 acres, more or less.
Marathon gross interest 1is 50%.

TOWNSHIP 7 NORTH, RANGE 10 WEST, S.M.:

Section 26: W 1/2 SW 1/4, SE 1/4 SW 1/4
Section 35: NW 1/4, W 1/2 SW 1/4, NE 1/4 SW 1/4

The above described parcel of land being covered by that certain United States
Oil and Gas Lease issued effective 11/1/82 and bearing serial number AA-50293,
and which 1is included in the Beaver Creek Unit Area, Third Judicial Division,
State of Alaska, and containing 1in the aggregate, 400.00 acres, more or less.
Marathon gross interest 1is 100%.



EXHIBIT "B"

Attached to and forming part of Gas Purchase Contract dated
1982, between MARATHON OIL COMPANY, as Seller, and

ALASKA PIPELINE COMPANY, as Buyer.

Gas sales and rental obligations of Marathon 0Oil Company which

are ineffect andoutstanding prior to the date of this Agreement:

1. Gas Purchase Contract, dated May 13, 1960, between Union Oil
Company of California and Marathon Oil Company, Seller, and Alaska Pipeline
Company, Buyer, as heretofore amended and supplemented.

2. Natural Gas Rental Agreement entered into as of the 1st day
of January, 1966, by and between Union Oil Company of California and Marathon
Oil Company (Union-Marathon), and Standard Oil Company of California and
ArcoAlaska, |Inc. (Stancard-Arco), as heretofore amended and supplemented.

3. Gas Sales Agreement, dated May 17, 1966, by and between Union
Oil Company of California and Marathon Oil Company, Seller, and City of Kenai,
Alaska, Buyer, as heretofore amended and supplemented.

4. Liquefied Natural Gas Sales Agreement, dated March 6, 1967, by
and between: The Tokyo Electric Power Company, Inc. and Tokyo Gas Company,
Limited, Buyers; and Marathon Oil Company and Phillips Petroleum Company,
Sellers, as heretofore amended and supplemented.






STATE OF ALASKA

PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill No: sr ?n Date on Bill:
Titie: An act establishing the Alaska Energy Dividend Fund

Sponsor:____ Halford
Requestor: Senate State Affairs

1. Estimated fiscal impacts on:

a. Expenditures:
(Thousands of Do1llars)

FY 83 FY 84 FY 85
Capital
Operating
Total
Please see below.
b. Revenues: . ~——
Revenue |

2. Source of funds to offset fiscal 1impact of bill:

The Permanent Fund Dividend Fund

3. Assumptions:

This would be an appropriation transfer of monies from the Permanent Fund Dividend

Fund to the Alaska Energy Dividend Fund.

FY 83 FY 84
PF Dividend Fund (170.0 mill) (122.0 mill)
Ak. Energy Fund 170.0 mill 122.0 mill

4. Disclaimer:

This statement has not been reviewed by the OMB in the Office of the Governor.

1/25/83

FY 86

FY 85

(169.0 mill)
169.0 mill

fore does not represent the final estimate of fiscal 1impact.

Prepared By: 0TVy

T
Approved by Commissioner: ft /fir* ! £ /
Department:
5. Distribution:

Original to Legislative Finance

Copy to OMB

Copy to Sponsor

Copy to Requestor

i, 'yd, e -, me 2. RV -V, e - li \

T /Ib; o« \ v

Date:

Date:

N/

It there—
Phone: V6. r-
3
2/15/83
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THE LfvSISLATURE

BUDGET AND AUDIT COMMITTEE

February 23, 1983

M EMORANDUM

TO: Honorable Vic Fischer, Chairman
Senate State Affairs Committee

FROM: Milt Barker
Fiscal Analyst

SUBJECT: SB 70

As requested by you, | have prepared the attached tables
which show:

1. the annual contributions to the Alaska Energy
Dividend Fund, 1in both actual and FY 1984
dollars (Table 1);

2. the number of per capita grants those amounts
would fund, taking account of annual escalation
of grant amounts for inflation though not
taking account of variation 1in grant amounts
for regional cost differences (Table 1);

3. state funding for Susitna under "Option D"
of the January 1983 Acres financing plan, in
both actual and FY 1984 dollars (Table 1);

4. the amount that would be available for capital
projects that have been proposed excluding
power projects (Table 11 and graph).

The attached Legislative Finance computer runs labelled SB 70
show the entire fiscal picture for the State under SB 70

in both actual and FY 1984 dollars. It should be noted that
under the assumptions used, general fund ceficits would be
incurred in FY 1990 and all subsequent years even without any
capital budget. Should these conditions prevail, it might

be difficult to maintain funding for the Alaska Energy
Dividend Program.



Senator Vic Fischer -2 - February 23, 1983

IT the Alaska Energy Dividend Program were discontinued after
FY 1989, the amount of funding that would have accrued lor

the program would be $1,965.0 million (or $1,635 1in FY 1984
dollars). These amounts are less than the State funding called
for under "Option D" of Acres for Susitna.

All of the above analysis is based on the January 1983 revenue
estimates of .e Department of Revenue and could be subject
to major revision depending on oil price developments.

SB 70

You have also requested an estimate of the 1impact of Section 2
of SB 70.

It is impossible to project the 1impact* not knowing what
"energy project service districts” will be formed, what
projects undertaken, their s~ 1 1 . their financing, the
residential share of power consumption, the retail price of
electricity and its effect on monthly residential consumption,
etc. However, as an example of how Sec. 2 might work, the
Sitka utility district and their Green Lake project are analyzed.

IT one. assumes that 1in the absence of SB 70, Green Lake would
have been financed 90% with 35 year debt at 10% interest and
10% with equity which ejrned 12%, then the capital charges for
Green Lake would have been $6.2 million per year. 1 With sales
from Green Lake estimated at 59 million kwh annuatity,” the
capital charges would have been 1 0 . per kwh for Green Lake

at the busbar.

It is implicitly the intent of SB 70 tha.: .'0 charges for
recovery of Energy Dividend Fund grant”! be included 1in
electricity rates. This should probably be stated in the

bill.

It is also the intent of SB 70 that no charges for recovery
of any other |Invested funds or return thereon be allowed in
the residential rate for the first 1,000 kilowatt hours.

The legislation needs to clarify that neither return of nor
return on invested funds will be allowed.

1. $59 million cost for Green Lake excluding any transmission
costs multipled by (-9 X .10369, the debt service per
dollar borrowed at 10% for 35 years + .1 X .12).

2. 37.8 million kwh generated from Green Lake for first
seven months at FY 83 extrapolated to 12 months and
multiplied by 91% for 1line losses, utility"s consumption,
etc .



The effect of these two elements of intent would be that

the residential customer pays no charges for the capital cost
of a project if there 1is any grant money at all 1in the project.
Other customers would pay the entire charges for invested

funds (though nothing for grant funds).

Assuming resivlential customers would have borne their pro-rata
share of capital charges in the absence of SB 70,3 SB 70 1in

this case would result in a 10.5" per kwh savings to residential
customers on their first 1,000 kwh-"s. With current average
monthly consumption 1in Sitka of 783 kwh per residential customer,
the average customer®s benefit would be $82 per month or $986

per year. Sitka has 2,480 residential customers and a popu-—
lation of 8,221. Thus, the average benefit per person would be
$297 per year.

For commercial and industrial customers, there could be either
an increase or a decrease in rates depending on the amount of
grant funds in a project. Commercial and industrial consumption
in Sitka 1is currently 71.8% of total consumption. IT these
customers picked up all Green Lake capital charges (in the
absence of any SB 70 grants), their cost per kwh would 1increase
from 10.5~ to 14 .bi. A grant of $16.6 million would keep
commercial and industrial charges ?2c 10.5". If Sitka got

$5,000 for each of its 8,221 persons it would have received

a grant of $41 million which would have lowered commercial

and industrial charges for Green Lake to 4.51 per kwh. of
course, a grant covering 100% of project costs results in a
10.5~ per kwh saving for all customers, commercial and industrial
ai5 well as residential.

ITf Sec. 2 should result in an 1increase 1in commercial rates,
businesses may well pass on the cost increase through price
hikes. Should this occur, it would mean some dilution of
the direct benefits to residential customers.

You have asked for an assessment of the efficiency of SB 70

as a mechanism for distribution of state wealth to residents.
With a grant of $16.6 million which would keep commercial

and Industrial users at their existing rate, SB 70 provides

a benefit estimated above at $297 per person. This benefit
can be compared to the possible earnings on $16.6 million
divided among the 8,221 people. This would be $202 per

person if the funds earned 10% interest. SB 70 provides a
greater benefit to residential customers for the money because
of the subsidy from commercial and industrial customers paying
the project costs not funded by grants.

3. Some utilities, of which Sitka is one, provide a rate
break to residential customers vis-a-vis commercial and
industriil customers. Others may give a better rate to

commercial and industrial users often through declining
block rates.



IT keeping commercial and residential rates constant while
letting residential customers off the hook is the test, then
this example would argue for $2,000 per capita grants. of
course, one can be even more efficient by giving even smaller
grants, still letting residential customers off under Sec. 2
and hitting commercial and industrial users for the capital
costs. Or one could just pass a bill forbidding residential
charges for capital costs under any circumstances for the
first 1,000 kwh per month.

At the $5,000 per capital level, the Green Lake example
would suggest that individuals could receive more if the
grants were invested. They would then receive $500 at 10%.
At the $5,000 gran, level in the Green Lake example much of
the benefit goes tc reduce commercial and industrial rates
as shown above.

IfT the benefit under SB 70 is compared to the amount that
individuals would receive under the lermanent Fund dividend
program, the SB 70 benefits would look more favorable becatre
individuals only receive 50% of the five year average incc
But that is a matter of policy; individuals could be given
the entire earnings off amounts deposited in the Permanent
Fund. The full amount of earnings represents the opportunity
cost of using funds for other purposes, such as SB 70 grants.
Note too, that because of inflation-proofing, Permanent Fund
dividends increase over time 1in nominal terms while the
capital charges the electricity customer forgoes under SB 70
are a fixo.d amount for the life of the project.

attachmen ts

cc: Senator Halford

MB: ro



TABLE 1
ALASKA ENERGY DIVIDEND FUND (SB 70)

@ (2) ® 4) ®
Annual Contribution State Funding Annual Contribution State Funding
to Energy Dividend Fund Thousands of for Susitna to Energy Dividend for Susitna
(50% of Permanent Fund Per Capita "Option D" Fund "Option D"
Income) ($ Millions) $5000 Grants ($ Millions) (Millions FY 84 $) (Millions FY 84 %)
Fiscal
Year
1984 236 47 .2 — 236 —
1985 268 50.1 806.8 251 658 .0
1986 30A 53.1 413.3 265 318 .0
1987 342 55.8 475 .3 279 3A5.0
1988 385 58 .7 552 .1 29 A 378 .0
1989 430 61. 3 156.4 310 101 .0
1990 480 64 .0 320 __
1991 540 67 .3 330 —
1992 = 590 68.7 — 3A0 —
1993 650 70.7 — 350 —
1994 700 71.2 — 360 —
1995 760 72.2 — 360 - -
1996 830 73. 7 — J70 —
1997 890 73.9 — 370
1998 970 75.2 - - 370 -
1999 104 0 75.3 — 380 --
2000 _ 1120 75.9 — 380
10535 1114 .3 2A03.9 5565.0 1800.0
Notes: 1 From attached Legislative Finance computer runs Jlabelled "SB 70";
2. Col. 1 4 (6 x 1.07N ) where N = Fiscal Year - 19B4; grants 1increased 7% per annum
for inflat on;
3 & 5. "Option D" from Susitna Hydroelectric Financing, Task 11: Financing Options,

Acres, January 1983; from Table A and Table 3 respectively; FY 83-85 summed
and shown as FY 85.

PREPARED BY:
LEGISLATIVE FINANCE
2-22-83



General
Funds
FISCAL YEAR
Actual Dollars
1985 546 .0
1986 580. 0
1987 415.0
1988 481.0
1989 250.0
1990 --
1991 -
1992 -
1993 --
To tal 2272.0
FY 3984 Dollars
19n5 571.0
1986 507.0
1987 339.0
1988 367 .0
1989 180. 0
1990 --
19 91 --
1992 --
1993 --
To tal 1904.0

€

@)

TABLE
FUNDS AVAILABLE FOR CAPITAL PROJECTS

UNDER SB 70
($ Millions)

©)

Funds Available for

300.
90.
125.

50.
14 0.

705.

262 .
73.
95 .

33.
87.

550.

GO Bonds

o

o o

o

Capital Projects

Total

546

880.
505.
606 .
250.

50.
140.

2977.

511.
769.
412.
462 .
180.

33.

87.

2454.

OCooc0O0 oo

OO0 O0O oo oo

(?

Loan
Program
Appropriations

300.
300.
300.
300.
300 .
300.
300.
300.
300.

2700.

280.
262.

245

229.

214
200

18 7.
175.
16 3.

1955.

OO0 o000 0O

OO0 O 5O O o o

o

® ©)
Governor®s
Six Year Total
Capital Capital
Budget Pn/jects
2035.0 2335.0
742 .9 1042.9
961.2 1261. 2
1066.2 1366.2
? 300.0F
? 300.0+
7 300.0+
7 300.0+
7 300.0+
4805.3 7505 .3+
1901. 9 2181.9
648. 9 910.9
784 .7 1029.7
813.4 1042.4
*? 214 .0+
7 200.0+
? 187.0+
? 175.0+
7 163.0+
4148.9 6103.9+
PREPARED 13Y:

LEGISLATIVE FINANCE
2-22-83



From attached Legislative Finance computer run labelled "SB 70";

From Table 1, Susitna Hydroelectric Project, Task 11; Financing Options,
Acres, January 1983;

Assumes loan appropriations at roughly the Governor®s FY 84 budget Ilevel,
$294.5 million;

Total of general fund capital projects (including voter approval) contained
in Executive Budget, Book 2, Capital Budget and Six Year Capital Program,
Fy 83, Jay Hammond, Governor; FY 85 amount is sum of FY 83-85 amounts

less amounts appropriated for capital and loans for FY 83 and less the
amount of capital, projects proposed by Governor Sheffield for FY 84.

FY 84 $ amounts are based on 7% inflation facto"r: the Acres Susitna
numbers appear to be on a calendar year basis and are thus adjusted for
an extra 1/2 year.

PREPARED BY:
LEGISLATIVE FINANCE
2-22-83
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FEBRUARY 21,1983

PIRCAL

YEAR

1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

TOTAL

STATE"OF*ALASKA ~
LEGISLATIVE FINANCE WORKING DOCUMENT
BUDGET FORECASTING MODEL

*%% ACTUAL DOLLARS IN MILLIONS ***
JAN 83 DEPT Or REVENUE ESTIMATES

OPERATING BUDGET AT SPENDING LIMIT

SPENDING LIMIT INCREASES 10% PER ANNUM

SURPLUS SPENT ON CAPITAL--mmmmmmmmmmmmmmmomoo o

INFLATION 7% PER ANNUM

DIVIDENDS GO TO ALASKA ENERGY*DIVIDEND*FUND*

PERMANENT FUND INFLATION-PROOFED

PERMANENT FUND EARNS®"12%" PER ANNUM

GO BONDS PER ACRES JAN 83 SUSITNA FINANCING PLAN

PERMANENT
“TOTAL OPERATING* CAPITAL  DEBT *FUND TOTAL
REVENUE  INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS  BUDGET
2703 " ..... 370 n3p72+— - 1987 770 167 236..." 3161
2775 389 3164 2185 546 164 268 3164
3029 - 422 —---3451 2404 <....580 ...163 304.. * *3451
3112 456 3568 2644 415 166 342 3568
3456 499 ____3954 " *2009 * .7281 179 ... 385 3954
3540 540 4080 3200 250 190 430 4080
3300 ™'-mmmm 580" 3870 . ... 3520 = *ml'00 190" 480" " "4190
3000 620 3620 3870 00 180 540 4580
2890 670 *----3560 4260 ... 00 160 590 ** 5000
2700 740 3430 4680 00 160 650 5490
2610 810 ----3420 *" 5150 00 130 *700 5990
2520 880 3300 Bg7g 00 130 760 6560
2380 wmm-——-950 "  "3330 x w00 " .120 830..... 7190—
2440 1030 3470 6860 00 80 890 7830
2510 1120 T 3630 " <7540 00 60 970 8570
2660 1210 3870 8300 00 40 1040 9380
2800 1310 4110 —-9130" — * 00 " 30 1120 10280
48410 12590 61000 80550* 3050 2300 10550 * 96440

SURPLUS

ek OR™

DEFICIT

00
-320" ..
-960

-1440
-2050
*"-2560
-3170
-3850
-4360
-4 40
-5j10
-6170 *©

-35440

PERM —
ANENT
FUND

*"'8750**

9650
10600
11570
12590
13650
1476U
15950
17210
18570
20040

GENERAL
FUND
END OF YEAR

L] 00 LR 3
00
00
00
00
00
00
00
00
00
00

SB 70

REVENUE REQ
FOR GF BAL
0F$ 0 MIL

O OO o o

320
960
1440
2050
2560
3170
" 3850
4360
4940
5510
6170

35350

J



FEBRUARY 21,1983
STATE OF ALASKA

LEGISLATIVE FINANCE WORKING DOCUMENT

BUDGET FORECASTING MODEL

***"£Y"19(. 2 DOLLARS

JAN 83 DEPT OF REVENUE ESTIMATES

OPERATING BUDGET AT SPENDING LIMIT

SPENDING LIMIT INCREASES 10%"PER ANNUM™"®

SURPLUS SPENT ON CAPITAL

INFLATION 7% PER ANNUM

DIVIDENDS GO TO ALASKA ENERGY DIVIDEND FUND
PERMANENT FUND INFLATION-PROOFED

PERMANENT FUND EARNS 12% PER ANNUM

GO BONDS PER ACRES JAN 83"SUSITNA FINANCING PLAN

PERMANENT®

FISCAL TOTAL OPERATING CAPITAL DEBT FUND TOTAL
YEAR REVENUE INTEREST REVENUE "BUDGET ““BUDGET "SERVICE "DIVIDENDS"- BUDGET
1983

1984 2703 370 3072 1987 770 167 236 3161
1985 2596 366 2957 2062 .... 511 156 " 251.. ™ " 2957
1986 2665 369 3016 2100 507 163 265 3016
1987 2560 " 372 "2913 2159" ™ 339" ¢ 136" - 279 2913
1988 2636 380 3017 2219 367 137 296 3017
1989 2520 390 2910 2280 ""'180" T60 -- 310" * 2910
1990 2200 380 2580 2350 00 130 320 2790
1991 1870 380 “ "2260 "2610 "o*00 110 *....330 ... """"2850
1992 1680 390 2070 2680 00 90 360 2910
1993 1670 600 1870 ..... 2550"" .. .. 00 90 350 2990
1994 1330 610 1760 2620 00 70 360 3060
1995 1190 620 1610 2690 00 " 60 360 * 3120
1990 1060 620 1680 2770 00 60 370 3190
1997 1010 630 1660 2850 00 30 370 " 3250°
1998 970 630 1610 2930 00 20 370 3320
1999 960 660" 1600 3010 00 10 380 3600
2000 950 660 1390 3090 00 10 380 3680
TOTAL 30330 6300 37130 62520 2680 1550 5580 52320

IN MILLIONS***"

SURPLUS ——-

OR
DEFICIT

-88
0
0
0"
0
'00
-210
-600
-860
-1120
-1300
>Z1500
-1710
"'-"1810"
-1920
-2000
-2090

-15190

PERM--
ANENT
FUND

3790
63 21
"6572"
6832
5079
5338
5610
5830
"6010
6170
6290
6600
6690
6560
""6620
6670
6730
6790

T-w

GENERAL
FUND

END OF YEAR OF$

88

" 00

REVENUE REQ
FOR GF BAL
"0 MIL

15100
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e T
LL SHEFFIELD> GOVERNOR

OFFICE OF THE GOVERNOR

OFFICE OF MANAGEMENT AND BUDGET
DIVISION OF STRATEGIC PLANNING

March 11/ 1983

The Honorable Vic Fischer

Chair, Senate State
Affairs Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Tear Senator Fischer:

,SfF1,,75 was i1ntroduced by the Rules Committee at the request of
TheAxaska Statehood Commission. Four special appropriations
to the Governor®s Office are offered in the bill, implementing
four of the twenty recommendations of the final report of the
Alaska Statehood Commission, '"More Perfect Union, A Plan for
Action." Section 1 proposes 310,000 for a study of funding
flows between the federal government and the State. This

study encompasses Recommendation #16 of the final report of

the Alaska Statehood Commission. Section 2 implements Recom—
mendation #4 of the Statehood Commission®s final report,
calling for $200,000 to fund an institute to perform research
and to act as an advocate of resource states®™ interests.
Section 3 implements Recommendation #7 of the final report,
appropriating $100,000 to establish a legal action fund.
Section 4 requests $30,000 to call a national convocation on
federalism to be sponsored by the National Governors® Association.
This request would implement Recommendation #8 of the Statehood

Commission®s final report.

Attached to this memorandum are copies of the relevant sections
of the Alaska Statehood Commission®s report, "More Perfect
Union."

The. approach taken by the Statehood Commission was to urge
the State to take an aggressive, leadership role among the
western resource producing states, especially to conbat the
current move to limit the taxation capability of the energy

rich states. The northeastern states support research and
public information campaigns to limit the taxation capability
of western states. The recommendations which are selected by



Senator Fischer -2- March 10, 1983

this bill for implementation through special studies are
aimed at the accumulation and dissemination of information
and at the use of State funds to set Alaska in a lead role
among the western states.

The goals of the Alaska Statehood Commission deserve and
will receive serious consideration by the Administration.
The Governor is aware of the need for careful research ana
concerted action among the western states to combat Con-—
gressional 1iniatives that are not in the best interests of
Alaska. Governor Sheffield joined Governor Hammond 1in
discussions with western Governors about common problems.
Approximately, $125,000 (FY 83) supports preliminary work
related to Section 2, specifically, the identification of
energy production and resource issues of concern to Alaska
and western states. IT preliminary work warrants further
efforts, Governor Sheffield intends to pursue this matter.
It would be premature, however, to identify a specific
approach, such as an "institute,” at this time. Instead,
sufficient funds should be available in the Governor®s budget
0 address these further 1issues of coordination and agreement
mong western states and of what should be done by whom and
t what cost.

RWhile the Governor®s Office appreciates the direction implied
fby SB 75, we do not support the expenditure of $340,000 for
1the projects listed above.

Ptrtrer B. McDowell
Director, OMB

Enclosure



Our research” indicates that a state can, by
rejecting a grant it accepted in prior years,
embarrass the federal bureaucracy into reform-
ing the grant and pruning the tendrils of condi-
tions which have sprouted front it.

Basic data about the federal government's
economic relationship with Alaska has been dif-
ficult to obtain in coherent form from either fed-
eral or state agencies, though this information is
critical for defending against congressional ef-
forts to confiscate or limit state oil and other
resource revenues.

The information is also critical for showing our
fellow Americans througn the national media that
Alaska contributes more to the national treasury
than it withdraws.

Because of the lack of available data, the
Statehood Commission commissioned two stu-
dies on federal revenue and spending in Alaska
from the University of Alaska's Institute of Social
and Economic Research (ISER, 1981,1982).

The first study, covering federal fiscal year
1980, showed that the federal government was
earning $2 from general economic activity in
Alaska for every $1 that it spent here. The second
study, for fiscal year 1981, showed that by then
the federal government was earning $3 in Alaska
for every $1 that it spent.

The latter study showed that economic activity
in Alaska accounted for one-sixth of all of the
federal government's Windfall Profits Tax rev-
enues in 1981 and one-twentieth of all of its
revenues from corporate income taxes.

The studies also showed that the federal in-
come *ax lands unfairly on Alaskans, hurting fam-
ilies and businesses and distorting investment
decisions in this state.

Put in the larger context of economic data
about Alaska's high cost of living, its lack of
transportation and of energy systems and its lack
of adequate housing, the information from these
economic studies can show the fair minded that
Alaska not only is paying its way in the family of
states but has urgent needs at home for its
income from temporary oil supplies. Poor until
recently, Alaska neeids to catch up in supplying to
its citizens the basic cervices that other states
offer and most Americans take for granted.

A general theme in this final report from the
Statehood Commission is that Alaska must col-
lect more precise, reliable information about

itself and disperse it widely across the nation and
the state.

Keeping up with how much the federal govern-
ment earns from Alaska and hew much it spends
here is a key part of that effort.

The governor should

17 establish an office of

external relations on his

staff, to be headed by a special assist-

ant to coordinate Alaska’'s expanded

relations with other states and with
foreign nations.

Much of this report argues the necessity for
Alaska to reach out to other states and its neigh-
bors in Canada to establish newcoalitions, work-
ing groups and conferences to deal with mutual
needs.

This work is so important that the Statehood
Commission feels that one high-ranking official
reporting directly to the governor should have
the responsibility of coordinating and directing
these efforts with all parts of state government.

It is just as important, however, that this office
also concern itself with Alaska’s efforts to streng-
then its relationships with many foreign nations,
especially those with which it trades and those
with which it hopes to increase trade.

It is not generally known that in 1981 "Alaska
rated number one in the nation for exports as
percentage of total shipments from the state.
Furthermore, export-related employmentin Ala-
ska was 34.7 percent ofjobs in Alaska's manufac-
turing sector, which includes seafood process-
ing" (Hemphill, p. 2).

Alaska's exports to foreign markets in 1981
equalled $1.2 billion; its imports from foreign
countries totaled $229 million, according to
Hemphill. Alaska thus was one of the few U.S.
states in 1981 with a positive trade balance and so
made a significant contribution to the country’s
trade situation.

Japan bought most of Alaska's exports>--$935
million worth. Japan also was the largest exporter
to Alask&--$59 million in goods.

Four classes of goods made up the bulk of
Alaska's 1981 exports:; seafood products, at $427
million; liquefied natural gas, at $310 million;
forest products, at $278 million and fertilizers, at
$133 million. These figures do not include goods,
shipped from Alaska to other U.S. states for
reprocessing and export.

The nation and Alaska need to expand markets
for these products and to find markets for such
other Alaska products as c.oal, other minerals and
grains. Developing these markets demands con-

» Sei3 ;he Alaska Slate hood Commission publication, SNitting Power trom the Federal Government to the State ot Alaska.

by Haiold Hovey, 1982.
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Efforts to strip Alaska and other resource states
of revenues from oil and other energy sources
center around the Northeast-Midwest Congres-
sional Coalition and its research arm, the North-
east-Midwest Institute.

The Institute has become the dominant source
or detailed information about resource extraction
and taxing available in Washington to the na-
tional press, members of Congress and other
federal officials.

The Coalition and the 18 states it represents
seek to have resource incomes of individual
states pooled by federal law and redistributed to
all states. Such federal action would be a major
blow to one of the last pillars of state sovereignty:
the power to raise and allocate revenues. The
Coalition even wants the federal government to
prescribe how individual states may spend re-
source revenues.

The Northeast-Midwest Institute is only too
happy to provide facts, figures and research doc-
uments to bolster efforts in Congress to national-
ize the incomes of what the Coalition has tagged
the "United American Emirates,” the oil-
producing states.

A major political battle looms. It will be fought
largely in the newspapers and on radio and tele-
vision for the hearts and minds of the general
public.

The need for a counterbalancing institute of
resource states seems obvious and may be criti-
cal. Such an organization would perform and
publish scholarly research on matters of special
interest to the resource states. The institute must
be located in Washington, D.C., for maximum
accessibility, effect and credibility. It Is very
important for reporters, the administration, mem-
bers of Congress and their staff to have personal
access to the institute's researchers as well as to
its publications.

Alaska must lead in starting such a research
and advocacy institute and keeping it funded.
The Legislature should providethegovernorwith
money enough to fund the institute’s first years
and convince other states tojoin the effort. To do
nothing or to delay too long in face of an obvious
threat to Alaska's financial well-being will only
turn the threat into an impoverishing reality.

The state Board of Educa-

5 tionand Alaska school dis-

tricts should require the

teaching of Alaska history, citizenship
and culture.

The Statehood Commission worries that in our
oil-propelled rush into the mainstream of the
nation's economy, we may be cutting our ties
with what is special about Alaska. Further,-by
failing to attend to our history we risk repeating
mistakes made during Alaska's early days of
copper, gold and fishing booms and busts.

We have a system of public and private
education second to none, and yet we
do not require education about our

state's history.

Alaska's long isolation from the other states
has ended. Arctic villages once accustomed tc
occasional newspapers by barge and dogsled
now receive their baseball games televised live
via satellite. One out of three Alaskans has lived
in the state less than five years.

Itis not eosy to preserve our heritage with such
turnover and in the face of a mass culture tuned
to a common denominator, but we must try. We
have a system of public and private education
second to none, and yet we do not requireeduca-
tion about our state's history. We do not require
instruction on our rich and varied regional and
statewide cultures.

We should also teach every student—from ele-
mentary through post-secondary schooling—the
reciprocal duties between citizen and state, and
between citizen and national government. A citi-
zenship program should teach respect for the
dignity of every Individual; the observance of
rules written for the common good; respect for
private and public property; strong ethical values;
development of a social conscience; and demo-
cratic ideals.” If Alaska needs a model it need
look only as far as the education required of
aliens requesting U.S. citizenship. It is paradoxi-
cal that naturalized citizens often have a better
knowledge about America than those born here.

The Legislature should speed development of
the classroom material required, and make the
materialsavailabletoall publicand private school
systems.

Education is Alaska's opportunity to invest in
the next generation of voters and leaders. It is our
preventive medicine against the repetition of past
mistakes. It can be our way of preserving and

"In 1980 the Anchorage School Board approved a similar list ol goals lor a citizenship education program.



a stale-called convention to propose amend-
meﬂts.

The rules are long overdue, but we doubt that

ongress will write"them.'91t prefers to hold uP
the sg[)]ecter of a runaway convention to discour-
%ge the states ever asking for one. In this way

ongress keeps complete contrgl over which
amendments are submitted for ratification.

The states must force the issue under Ar,tlfle Vv
t&y calling for a convention to amend Article V,

ules must set out how convention votes would
be apportioned and should define the scope of a
convention’s proposm%;, owers. We believe a
convention should be Timited to the considera-
tion. of subjects named in the state resolutions
asking for a convention. It should not have
blanket authority to propose other amendments.

For Alaska, & federal convention has both
danger and o portum&v. Much depends.on how
voteS are apportioned at the convention. We
recommend the Alaska Legislature, In its resolu-
tion, call for equal votes by state. Under this plan,
It there were 500 votes to go around, Alaska
would have 10 vote*. orZPer ent. ,

Were apportii- +, ntto follow acongressmngl
model (votes acc?rdmg to the size 0 a}stﬁtes
congressional delegation), Alaska would have
onlg 3 out of 500, o1 0,6 e,rc?nt of the votes. If
votes are apportioned strictly by %o ulation
Alaska would have still fewer: Tout'of 500, 0r0.17
percent of the votes.

Equal votes amang the states would be true to

up in court—questions such as, "What does the
odn?ntutloln say about tth’)|§ conflict between state
ang federal government? ,
Theciedﬂergl rgovernm,ent, has the Office of the
Solicitor General. Special-interest groups-often
at odds with state and local governments—have

In short, state and local governments
must start working together to oppose

creeping federal intrusions.
se funds.

th%w Ie%al defe?
. But lawyers for state and_ local governments
find themselves outPunned in the hther courts
on complex federalism questions. They speak
onR/ for their employer, but the covrtd cisions
harided down will infuse the internal workings of
all state and local governments, rewrmng,char-
ters and constitutions and increasing liability to
civil lawsuits.

In short, state and local governments must start
working together to oppose creeping federal

mLHJ]smns.. .

They triumphed on one of the few occasions
th *d> work together—n the mid 1970s, chal-
le: jing federal power to impose minimum wage
and overtime laws on state and local govern-
mentf. The National L?a ue of Cities, the Na-
tional Governors™ Conference, 19 states, and
three municipal governments joined In a lawsuit

the plap of the Constitutiopal Copyention of  to defend their authority to set wa,ges and hours.
1787. That convention was “first and foremost a  The outcome was H landmark victory for state
gatherm of states” (Rossiter, p. 68). We suggest and local powers: the Supreme Court decision In
mulating the U.S. Senate: two dejegate pet National League of Cities v. Usery, 426 U.S, 833
state In aconstitutional convention, foratotal of H976h), ltwﬁs ne of few times in which the Court
00 votes. as neld that the 10th Amendment (reserving
powers to the statesg IS a limit on federal action.
Alaska should take the lead to cet alegal action
Alaskashoulrabeheic> Sho0 s 5 mire AR R

aska shouldrtake:te.Ir> ) .
. A " & one year. Lawyers for this fund would file lawsuits
tlatuionoiz fablish:a?kgakd ang Yevene i others as advocates for all Siate

i oona o ESIatEsy 2k BRSNS hameher SLEl o
odjrw.ouJdr.oppose®! 1leqal-and  yyion and distnion, of federal and state powe
o"ctve-}ederal»:r_egl|ct|ons"reg1ular were  debated on he foors of C%ngrepsswaﬁd

Adinne- hloodied the fields of Shiloh and Antietam. Toda
4ions-burdensornei.to. statesandilocal thgoarleena isentl)et C%r(m) resls? ng?thenbgt?engield, no%

A oLt
oyernmentvandexcessive.iJsepyCpp- the halls of b . The ( tin-
"EYSSme ts,commerce-powe']rs?tglxovpépr- S\L/J?rri]es %f gu? Snionr%%l\j\frgic ot onewheft;%%iﬂg]s

i say. States have ignored this fact too long. The
nag state-and jocaldaws™w sh)(/)uld_pool il energies and channé them

At present no one adequately represents state  accordingly.
and local views when federalism questions come

"The weight of academic opinion Is that Congress does have the power to pass laws defining convention procedures.

MA Iﬁnlot ProIJect_underWﬁ/ IS a move In Ewe right direction. A private f?undatmn and seven'uatl?nwme staLe and local
overnment organizations ffave brought to being'the State and Local Legal Center. Two attorneys will monitor the Supremo
ourt and will research and helg &re{p re argur_n nts lor these governme tT' However, current plansaim only at the Supreme
Court and providing assistance there. We Delieve active intervention at all levels is needed.

bmbhia— Braaagagt
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Z-cX1 Pw. H seedafiran® ey~ tothePTa - skans, if they are serious about staking out

tederal powers, can t ake ha first step by puttin
. tk>naiaGovemorsn'AssdGi-  down't hesee mone to have th enatrrjonyspgove%J

’WI bje ganjzauonTto/\SponS hi a prs organrze the convocatron Alaska can even
A fer to"host the convocation in Alaska, in 1984
RatieisaJwGGnvoc™on"fFtederaTIStTI in durrng the 25th anniversary celebration’ of Alas-
JyraldiiitedkStates?** ka's dccession to statehoo
Bu twhatever the place. Alaska should do what
Not srn?e 1787 have t he leaders of the natjon it can to stir the natlon and get this convocation
met to talk over the health of the relatronshrp underway.

between the centrtal government and the states.
n that time the tederal government has grown

8 "V\*aska”hQulds$prroVTge eAp to make such a convacation happen
a

in power far beyond that envisioned by t h Alaska and_other states
nation's founders; for reasons good and bad. | 9 should consrderamendrng
We think other Ame leans feel it is trme ‘t_th_hthelusf %Ons“tU“On fo
to take a good look at what their Sgengthe”ttf etroefoh tlfmsiatesd t
Ince the ratification of the mendment,”
governments have become.... which t oo te Sy ?eec ting US senators
from the legislature and epace it with |rect
the past year, we have discovered no evidence {o electron bythe people, tates have lacked a
make us retreat from our statement in our prelr- collective ‘voice rn settrng national poIrcY The
minary report tnat: states should contemplate proposing substantive
"By anyone's standards, the sys amendments to the Constitution Which would
dq overnment In the Unr%d strengthen sta e roles protect proper stats cow-
Sta(s %ﬁ Bcome reatly ¢ e ers and counter federal growtp,
ize t? Z ureau ratrz dgat The topic of possible amendments is perfectly
eprn rnt overnn(]eﬂarze ?urtedt 0 the agenda ofa national convocation on
o licated that It seems ederalism (Récommendation 8).
ep ara¥ Over the Years a variety of amendment have
(More Perfect Union, p. 26) been proposed to alter the rela ronshrp be tween
federal and sate governments. Among them:

On the national level, recent discussions about state veto' offederal Iegrslatrpn excep tfor
federalism have failed to center on afundamental federa laws dealing with defénse, foreign a arrs
restructuring of the relations hetween Washrn or civil rights) by aVvote of two-thirds of the sta
ton, D.C,, d the 50 states. Instead they have Iegrslatures
dealt with he more superficial matter of swap- * a measure prohibiting the federal govern-
ﬁrnq responsrbrlrtres for who pays for certain  ment from Imposing, any condition upon the

eath and welfare pro rams. states g ﬂrant requjrements that it could not

+ There Is no goubt that since hefoundrng and rmpose onstitutionally by statute or regulation;
sspecrally in the t WO decades ]ust past, f dera

an

gowers] have waxed, while t owers of t] °q' cour the unron "composed of the chief
tates have waned. The twestron swhether |s ushceso eveg ate's supreme court. Asspmbled

rocess should continue without examination by the request of five states, this court would have

he president, the governors, and other chief  the ower to overrule any U.S. Supreme Court
pointed and electéd officials of the nation and  decision.

the states. We are not prepared to endorse any of these
We think not. We think -ther Americans feel it WO posals. We offer them forscru tiny as ways in

IS trme otakeagood look at what thejr rIrovern h states might assert more control “over

ments have hecome, to determrne what 1S th nat ronal decision- makrng

proper. role of the centra government and he Critics have pointed t0 the states’ poor record
sovereign states jn our federal Sh tem. r ncham ronrn civil rrrIrhts during the 1950s and
There has long been talk about having anational ~ 1960s. Yague tha ]ang amendmen streng
meeting to raise natronal consclousness about henrnd state powers will réverse the progress of
the resR]ectrve roles of the central government  the_last 30 years.
and of the states, But no one has taken the first State officials reply that states have come a
Bdelrtheor grnal Constitution state legislatur snamed senatorst reachslate Alexander Han(}rltop said this po [Fﬁ erwas
an "absolute saféquard” to the states, an onew ﬁ Jto% 8 ed without "an ﬁntrre reliction ot the federa
rin '(?ﬁ (The Federalist Pa ers, N0. 59). Towar st een the l(w) entur){ though, this Was causrng many
eadlocks and mach hard eej)rn s in the Iegerlslatures By 1912 two-thirds of the states caj ed toran tional convention to
ment provi |n§ or dlirect this convention by proposing a

gl’O?OSO an amen

ection of U.S. senators. Congress lorestalle
imilar amendment. The states ratified the amendment in 1913, J
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Introduced: 1/26/83
Referred: State Affairs- and

Finance

Funding Information
General Fund $340,000

Other Funds _ -0-
$340,000

BY THE RULES COMMITTEE
BY REQUEST OF THE ALASKA

1 IN THE SENATE STATEHOOD COMMISSION

2 SENATE B:ILL NO. 75

3 IN ThE LEGISLATURE OF" THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: ™An Act making special appropriations to the Office
7 of the Governor; and providing for an effective,
8 date."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATEOF ALASKA:

10 * Sectio. i 1. The sum of $10,000 is appropriated fromthe generalfund
11 to the Office of the Governor for a study offunding Tflows between the
12 federal government and the state.

13 * Sec. 2. The sum of $200,000 is appropriated from the general fund to
14 the Office of the Governor to fund an institute to perform research and act
15n @S an advocate of resource states®" interests. * ~ 7z
16 * Sec. 3. The sum of $100,000 is appropriated from the general fund to
17 the Office of the Governor for the share of the State of Alaska of a legal
18 action fund for all states.

19 * Sec. 4.The sum of $30,000 1is appropriated from the general fund to
20 the Office of the Governor for the share of the State of Alaska of a
21 national convocation on federalism sponsored by the National Governor®s
22 Association.
23 * Sec. 5. The unexpended and unobligated portion of the appropriation
24 made by this Act lapses into the general fund June 30, 1984.
25 * Sec. 6. This Act takes effect immediately in accordance with AS 01.-
26 10.070(c)-

-1- SB 75



ALASKA STATE LEGISLATUFT

SENATE STATE AFFAIRS COMMITTEE POUCH V, JUNEAU 99811
SENATOR VIC FISCHER, CHAIRMAN (907) 4654954

MEMORANDUM

TO: Senate State Affairs
Committee Members )i

FROM:  Senator Vic Fischer, Chair //
Senate State Affairs Committey %

DATE: March 20, 1983

R : Senate Bill 75

I have asked the Governor®s Office to give its opinion on Senate Bill
75, a special appropriation to the Office of the Governor as requested
by the Statehood Commission. Attached is Peter McDowell®s r:sponse to

my inquiry.

I would like to discuss the possibility of committee action on this bill
at our next regularly scheduled meeting.
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DIVISION OF STRATEGIC PLANNING

March 11, 1983

The Honorable Vic Fischer

Chair, Senate State
Affairs Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Senator Fischer:

SO0S was introduced by the Rules Committee at the request of
fheATaska Statehood Commission. Four special appropriations
to the Governor®s Office are offered in the bill, implementing
four of th twenty recommendations of the final report of the
Alaska Sta ,;hood Commission, "More nerfect Union, A Plan for
Action.'™ Isetion 1 proposes 910,0t for a study of funding
flows betw an the federal government and the State. This

study encc- masses Recommendation #16 of the final report of

the Alarn/~. ktatehood Commission. Section 2 implements Recom-
mendation #4 of the Statehood Commission®s Tfinal report,
calling for $200,000 to fund an institute to perform research
and to act as an advocate of resource states”™ interests.
Section 3 implements Recommendation #7 of the final report,
appropriating $100,000 to establish a legal action fund.
Section 4 requests $30,000 to call a national convocation on
federalism to be sponsored by the National Governors®™ Association.
This request would implement Recommendation #8 of the Statehood
Commission®s final report.

Attached to this memorandum are copies of the relevant sections
of the Alaska Statehood Commission®s report, "More Perfect
Union."

The approach taken by the Statehood Commission was to urge
the State to take an aggressive, leadership role among the
western resource producing states, especially to combat the
current move to limit the taxation capability of the energy
rich states. The northeastern states support research and
public information campaigns to limit the taxation capability
of western states. The recommendations which are selected by



Senator Fischer 2 March 10, 1983

this bill for implementation through special studies are
aimed at the accumulation and dissemination of information
and at the use of State funds to set Alaska in a lead role
among the western states.

The goals of the Alaska Statehood Commission deserve and

will receive serious consideration by the Administration.

The Governor is aware of the need for careful research and
concerted action among the western states to combat Con-
gressional 1iniatives that are not iIn the best interests of
Alaska. Governor Sheffield joined Governor Hammond 1in
discussions with western Governors about common problems.
Approximately, $125,000 (FY 83) supports preliminary work
related to Section 2, specifically, the identification of
energy production and resource issues of concern to Alaska
and western states. ITf preliminary work warrants further
efforts, Governor Sheffield intends to pursue this matter.

It would be premature, however, to identify a specific
approach, such as an "institute,” at this time. Instead,
sufficient funds should be available in the Governor®s budget
to address these further issues of coordination and agreement
among western states and of what should be done by whom and
at what cost.

eWhile the Governor®s Office appreciates the direction implied

fby SB 75, we do not support the expenditure of $340,000 for
I the projects listed above.

Peter B. McDowellL
Director, OMB

Enclosure



Our research” indicates that a state can, by
rejecting a grant it accepted N prior years,
emb rrass he federaI bureaucrac rnto reform

qfs wh c%nhave sBrr‘éﬂ'fé% fromern s of condl-

Basic data about. the federal government's
economic relationship with Alaska has been aif-
ficylt to obtain In coheren form from erther fed-
eral or state adencres r? this informat ron IS
critical for de endrn% against congressional ef-
forts to confiscate or [imit state il and other
res%urce revenues..,

The Information is also crrtrcal for showrng
fellolrvAmencans througn t %natrona edi
Alaska contributes more to the nationa reasury
than it withd raW%

Because of the lack of available da the

tateho?d Commission commrssr ne two stu-

les on tederal revenue and spend 9 in Alaska
from the University of Ala kas Instr ute of ocraI
and Economrc ReSearch (ISER, 1

The Tirst study, coverihg federal frscal year
1980, showed that the fedéral government was
earnrng $2 from general economic actrvrty rn

3ka foroerr{ $1that It spent here. Th esecon
study, for fiscal year 1981 showe Q bX ﬁ
tgeee/geral gove Ir{men was earning $3 In Alaska
Thel gerstudys owed that economic activity
in Alaska accounted for one-sixth of aII of the
federal ﬁovernments Windfall Profrt? X rev
enues in 1981 and one-twentieth of all of It
revenues from corporate Income taxes.

The studies also showed that the fedetal rn
come tax lands unfairly on Alaskans, hurtrn%
llies and busjnesses ‘and distorting inves ment
decisions In this state.

Put in the larger context of economic data
about AIaskas igh cost of living, its lack of
ranggortatron andof ener ¥ systems and its lack

of adequate housing, the i or ation from these
e\conomrc st udres can sholw ne fair rrnrnfded |thaf

laska not anly is paying Its way In the family o
states but hag urpef/f gnee ds )at home foryrts
Income from temporary oll su es. Poor un til
recently Alaska needs to catch up In su&) g[
t? citiZens the basic services that ot r states
0 fer and most Americans take tor granted

eneraI theme in this final report from the
State ood Commrssron Is that Alaska, must coI
lect more precise, reliable information about

itself and disperse it widely across the nation and

the s
Keepi wrhhow much the federal govern
tePa r?s fPom Alaska and how much it gs.pends
e IS a key part of that effort.

The governor should

17  establish an office of

external relations on his

staff to be headed bY a special assjst-

ant to coordinate Afaska's expanded

relations with other states and with
foreign natrons

&rch rert)ort arge es the necessit for
Alaska to reac to ether states and its neigh
bors In Canada to establish newcoalitions, work
Ing groups and conferences to deal with mutual
needs.

This waork | IF S0 rm or anh that t e{Statehood
Commrssron eels tone h-ranking official
egor Ing rre? t? the governor shouId have

res onsrb llity o coordinating and directing
t ese etforts with all parts of staté ﬂovernment

It rsgust as Impgrtant, however, that this office
also concern Itselfwrth Alaska's efforts to stren
then its relationships with many foreign natjon
especially those with which 1t trades and those
with which 1t hopes to increase trade,

Itis not generally known that in 1981 “Alaska
rated number one’ in the nation lor exports as
percentage of total shipments from state.
Furthermore, export-related employment inAla—
ska was 34. 7percent ofjobs inAlaska®s manufac —
tri sector whlch includes seafood process—

in
%a? a's exports to foreign markets In 1981
equalled $1.2 rog its r ports from forergn
countrres tota ed 229 million, accordin

g Alaska thus was one of the few
state in 1981 with a positive trado balance and so
made a srgnrfrcant contribution to the country’s
trade situation.

Japan boug ht most of Alaska's exports-$935
milll nworth J%oan alsowas he largest exporter
to Alaska-$59 million In good

Four classes of (T;oods made up the bulk of

Iaskas 1981 exports: seafood products, at ?427

mr lion: Irguefre natural ﬁas at $310 million:

orestnoro uct% 278 million and fert rlrzers t

| ron These fi ures do not ncude 00ds

rom Aask to other U.S. states for
re rocessrn export.

he natio an AIaska need to expand markets

for these roducAs and to find martmts for such

other Alaska products as coal, other minerals and

grains. Deve oprngt ese markets demands con-

)J;Sgroome Alaska Stgtehood Commission publication, Shifting Powor/rom the Federal Govommt ntto the State of Alaska,

Hovey, 1982.



Efforts to strip Alaska and other resource states
of revenues from oll and other ner? y_sources
center around the Northeast-Midwes %res
sional Coalrtron and Its research arm, the NOrth-
east-Midwest Institute.

The |nstitu te has hecome the dominant source

of detailed information, about resource extraction
and taxing available in Washington to the na-
tlonal press, members of Congress and other
fed ral officjals.

The Coalition and the 18 states it represents
seek to have resource incomes of individual

states pooled py fed eral law and re |stnbuted

all states. Such federal action would be a maj or
blow to ono of the Iastrhrllars of state sovereigniy:
the Power to raise and allocate revenues. The
Coa e]ven wants the federal government to
prescrioe how individual states may spend re
source revenues.

The Northeast-Midwest Institute is only too
happy to provide facts, figures and researcti doc-
uments to holsterefforts jn Congress to national-
lze the incomes of what the Codlition has tagged
the "United American Emirates," the "oil-
producrncT; states

A'majo Rolrtrcal battle looms. It will be fought
Iardely In the new Ipapera and on radro and tele-
vrsboln for the hearts and minds of the general

ublic.
pThe need for a counterhalancing institute of
resource states seem3 obvious and may be criti-
cal. Such an organization would perform and
publish scholarly' research on matters of special
Interest to t he resource states. The |ns titute must
be located In Washrngton D.C., for maximum
accessrbrlr% effect and credipility. It 1s very
h Portant [ reporters, the administration, mem-

ers of Congress and their staff to have personal
access fo the Institute’s researchers as well as to
Its publications.

Alaska must Jead in s artrng such a research
and advocacy Instityte and eeprng it funded
The Leg rslature shouId provide the vernorwr
monea/ enou h to und he Institute's first ¥ears
and convince othersta tes to join the effort.,
noth rnd orto delay foo Ionq in face of an obvious
threat 1o Alaska's financial well- bern? will only
turn the threat into an impoverishing Teality.

— The state Board of Educa-
3 tion and Alaska school dis-
tricts should reriurre the
Teaching rng of Alaska history, citizenship
and culture.

The Statehood Commrssron worries thatin our
oil-propelled rush into the marnstream of the
na ons economy We maY (i(u'[tlrltzgﬂJ ur tres

Alas

with what is s ecra abou
farlrnq(to atten o our history we rrsk re ea rné

mistakes made during Alaska's early days 0
copper, gold and flr'lshrr?g booms andabt/rst /

We have a system of public and p
education second to none, and yet we
do not require education about our

state’s history.

Alaskas Ion% rsolﬂtron from the other states
has ended. Arctic villa es once accustomed t
occasional newsrp%pers }/ %e and dogsl
now receive their basebal televised live
via satellite. One outo hree Alaskans has lived
In the state less than five years.

Itis not easy to preserve our heritage with such
turnover and 1n the face of a mass culture tuned
t]o acommon denomrnator ut we musé rcy

ave a system of public an rrvae education

second t0 none, andZetwe do no re uire educa-
fion about our state's history. We onot require
Instruction on our rich and varred regional and
statewide cultures.

We should also teach every studept-from ele-
mentary through post- secondary schoolrng—the
reciprocal dutres etween cr izen and stat
between citizen and natr nal %overnment A clti-
Zenship pro ram should teach respect for the
d?nrt of e individual: the observance of
rujes rrtten fo the common good: resp ec t for

rivate and u |c property: ron% ethrca (aues
evelopment of a social consciefice; an emo-
cratic |dea|s BIf Alaska needs a model it need

look only as far as_the education required of
aIans re uestrng U.S. citizenship. It i3 paradoxi ¢
cal that naturalized citizens oftén have a hetter
knowledge anout America than those born here

Th? Lergrslature shouId speed develo&men
the classroom material required, and make the
materlalsavailabletoall publicand private school
systems.
Education is Alaska's opgortunrt to invest In
the next generation orvoters and ledders. It is our
ﬁ]reventr e medicine against the repetrtron of past
istakes. It can be oUr way of preserving and

"In 1980 the Anchorage School Board approved a similar list of goals for a cltlzonshlp education program.
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a state-called convention to propose amend- Cporn court—guestions such a? "What does the

n] ? éutron sa aboutthrs conflict between state
The rules are long overdue, but we dou]b[ that

eral go emment?”
congress will write’them. Bt prefers to The federal overnmen t has the Office of the
the Specter of a runaway conventron o drscour SolchorG neral. Special-interest %rouh) —_%ten
age the states ever ask rnge for one. In this w %/ at odds with state and local governments—nave

ame%rerﬁémse%‘?é SAMRELy contol vt whic
e R R e e for o opnose
V
ules must set out how conventron votes Would
be apportioned and s| ould Oef rnethescoPeo a creeprng federal intrusions.
conventrons propo B nowers. We helleve a
convention should be fimited to t he consrdera herr legal defense funds.
tion. of subjects named in the state resolutions gaw ers rtor state and_'ocal governments
asking for a conventron t should not have frnd hemselves outﬁunned in the hr%her courtﬁ

blanket authority to propose otheramendmen on complex federallsm questions, they spea
For Alaska, a federal conveption has oth only for their employer, but the courtd crsrons
danger and op ortunr Much depends on how h ded down will infuse the interna Wor In s of
VOtes are gpﬁortrone the convent or. We aII state and local governments, rewrit rn%
recommen Alaska L egislature, In it resolu ters and constitutions and increasing lia rlrty

tion, call for equal votes bysate Underthis plan, — civil lawsuits.

if there were 500 votes 'to go around, Alaska In short, state and local governmen smufstdstar

WouId have 10 votes, orZPefcen working together to oppose creeping federa
Were appor ronment o ow aconqressronal rntr srons

model (votes accor rng0 e srze 0 st te's edy triumphed on one of the féew occasrons

congressrona de egation), Alask a would have dwork together—n he mid, 1970s, chal-

only"3 out of 500 or06 ercento the votes If Ggrng federal owerto Impose mrnrmum wage
ot are ?d) orrone trictly by % opulation overtime laws on state and local govern-
Alas awou aves | fewer: Toutof500, or 0.17 ments The National League of Cities, the Na-
percenﬁ he votes. tional Governors Conference, 19 states, and
Equal votes among the states would be true to  three munrcg overnmen s joined In a [awsut
the lan of the Constitutional Copyention of to defend their alithority to se wages and hours.
1787. That convention was "first and foremost a The outcome was a Iandmar victory for state
gatherrn of states” (Rossiter, p. 68). We suggest and local powers: t e Supreme Courtdecrsron n
mulating the U.S. ‘Senate: two elegate P Naronal Leagueo resv Usery, 3
state In a‘constitutional convention, for"a total of E It was oneo ewtrmes in whrch the Court
00 votes. as eI that the 10th Amendment (reservrng
owers he states rsalrmrt on federa actron
a? a should ket e leadto getale a action

und orstaean local overn entsu erway

It should put up monu odperaete und for
_____ Oneyear. Lawyersfor sfun would file awsurfs
7 ‘faft ralnfettrifmiV'wifa  and |ntervene’in others as agvocates for all state

and local governments, at all IeveIF of coyrt.9)
A centuty ago the fundament riuestrons of

\t\rlnerr%n agd rsunron of fe(dgrrsal and s.ater Soswers

bloodied ﬁe ﬂelds of Shiloh an An tiet m Today
the arena js not Congress, not the battlefield, not

even the halls of bureaucracy. The deepest rn

quiries of our union now pivot on what d
i o say. States have ignored this fact too long. ey
tHnwintcrwaws should pool thelr energies and channel them

pres ent no one aP %uatel represents state  accordingly.
and ca views when federalism questions come

'eThe weight of academic opinion Is that Congress does have the power to pass laws defining convention procedures.

,0A pilot project underway is a move in the right direction. A private foundation and seven nationwide state and local
government organizations have brought to being the State and Local Legal Center. Two attorneys will monitor the Supremo
Court and will research and help prepare arguments for those governments. However, current plans aim only at the Supreme
Court and providing assistance there. We believe active intervention at all levels is needed,
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Not srnce 1787 have t he Ieaders of the natjon
met to talk over t he health of the relationship
between t ecentrft overnment and hesates
~In that time the fed ral government (as rown
in_power far beyond hat envisione

nation's founders for reasons good and bad In

We think other Americans feel it is time
to take a good look at what their
governments have become....

the past year, we have discovered no evidence to t
make us retreat from our statement in our preli-
minary report that:

'By anyone’s sandards the sys
trh ) overnment In t e Unred

%1 come rea cen
rze ureau ratized,

r
jr'“nga'purg(ra“e ks
(OMose Igerql%/act Union, p. 26)

On the national level, recen tdiscussions about
federalism have failed fo center on afundamental
restructunn of the relations betwee ashing-
ton, D.C,, and the 50 states. Instead they have
dealt with he more syperficial matter of swao-
R g{ responsrbrlrtres for who pays for certa
ealth and welfare programs.

There IS no oub that since the foundrng and
especially in t gdecades just past, féderal
owers ave waxe while the Powers of the
tates have Waned The twestron swhether this
H]rocess should contrnue ithout examination py

resident, the governors, and other chief
atPe ornted and electéd officials of the nation and

We thrnk not. We think other Americans feel it
Is time to take agood look at what their ?overn
ments have bec me, to determrne what is the
gro per role of the centra 9overnment and the
overeign states in our federal system

Theré'has long been talk about having a national
meeting to raise natronal conscrous ess about
the respective roles of the central government
and of the states. But no one has taken the first

an,"apsolute safequard” to the states, ang ore which ﬁ
wards t

r|n | The Fe erali ers, NO. 5

d’cﬁs gnd m hard feej)rn s inthe Ie |satures B
rooose an amen ment provi |n§ or dlirect Iectdon of
imilar amendment. The states ratified the amen

2 two-thiy
S, senators. Congress forestal
ment in 1913,

Sy

steAp to make, such aconvacation happen
as ans, if they are senou? abou shakrn out

e eral powers, can take that first step y putting
down the seed money to have the pation’s gover-
?rs organize the convocatron Alaska ca even
ofer to"host the convocation in Alaska, 10 1984
during the 25th annrversar(v celebration of Alas-
ka's accession to statehoo

But whatever the place, Alaska should do what
it can to stir the nation and get this convocation
underway.

Alaska and other states
9] should consider amending
the U.S. Constitution to
strengthen the role of the states.

Since the ratrfrcatron of the 17th Amendment,
which took the of electing U.S. senators
from the egrslature and1 reglac d it er Err ct
electron the people, the tates have acke
collective vorce rn settrn national polrcv The
states should contemplate proposing subs antrve
amendments he Constitution which would
stren then state 1o ées pro ect }Proper state pow-
ers, and counter ederal growt

Th e o |c ofp ossrble amendments |s(oerfectlx
?urt the agenda o anatrona convocation o
ederalrsm (Récommendation 8).

Over th %/ears a variety of amendments have
beenifroRg ed to alter the relationshi l%etween
federal state governments. Among them:

sate veto" offederal Iegrslatro exce? t for
federa Iaws ealrnr\;/ fénse, foreign affairs
orcrY| rights) by avote of two-thirds ofthe state

legislatures:

« a measure 8roh|brtrn the federal govern-
ment from Imposin condition upon the
states b %rant requrrements that it could not
0

Impose constitutionally by statute or regulation:

an
o ka'c u rt of the unron composed of the chref
justices orevery sta essuprth court. Asse
at the request of five states, this court wou ave
teeCI I%vrr]/er to overrule any U.S. Supreme Court
We are not prepared to endorse any of these
roposals We offer them for scrutiny as ways in
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Introduced: 1/18/83

Referred: State Affairs and
Judiciary

BY THE RULES COMMITTEE BY
REQUEST OF THE LEGISLATIVE
COUNCIL (for the Blue
Ribbon Commission on the
IN THE SENATE State Personnel Act)
SENATE BILL NO. 59
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to government interests in intellec—
tual work products developed at the expense of the
state."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39 is amended by adding a new chapter to read:
CHAPTER 52. INTELLECTUAL PROPERTY DEVELOPED
AT THE EXPENSE OF THE STATE.
sec. 39.52.010. RIGHT TO INTELLECTUAL WORK rltoDUCT. (a) Except
as provided in AS A39.52.04ﬂ]and as 14.40.345, a1 right, title, and
interest in and to an intellectual work product of any kind that is
subject to the trademark, copyright, or patent laws of the United
States or this state or any foreign country that isdeveloped by a
public officer or employee or a person under contractwith the state
is the property of the state if developed

(¢H) during working hours;

(2) with the contribution of the state beyond what is
available to the public in general in %no form of facilities, equip—
ment, materials, money, or informs: Lion, or of time or services of
another public officer or employee in the course of =state employment
~jor another person under contract with the state; or

(3) in connection with the official duties of the public
officer or employee or the person under contract, including but not
limited to circumstances in which the public officer or employee or

the person is employed or assigned to
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(A) produce or improve an intellectual work product;

(B) conduct or perform research, development work, or
both;

(C) supervise, direct, coordinate, or review state
financed or conducted research, development work, or both; or

(D) act in a liaison capacity among governmental or
nongovernmental agencies or individuals engaged in such work.

(b) If a public officer or employee or a person under contract
with the state develops an intellectual work product that 1is the
property of the state, tne developer i’j obligated to

(1) fully and promptly disclose the intellectual work
product to the Alaska Council on Science and Technology (AS 44.21._-
241);

(2) assign to the state the entire right, title, and inter-
est in and to the intellectual work product if not already waived Ly
signing of a general waiver upon commencement of employment in accor-
dance with AS 39.05.160 or as part of a conVract for services; and

(3) upon request by the council, execute and reasonably
assist in tne prosecution of an application for a trademark, copy-
right, or patent.

(c) If the state has a right to an intellectual work product
under (a) of this section but the council decides that it is 1, idvis-
able to prosecute an application for trademark, copyright, or patent,
the council, on behalf of the state, may, after consultation with
affected state agencies,

(1) waive all right, title, and interest 1in and to the
intellectual work product; or

(2) waive all right, title, and interest in and to a trade-

mark, copyright, or patent but reserve a nonexclusive, irrevocable,
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royalty-free license in the intellectual work product with pownr to
grant licenses for all governmental purposes.

Sec. 39.52.020. COUNCIL AUTHORIZED TO GRANT MONETARY RECOGNITION
FOR CREATION OF INTELLECTUAL WORK PRODUCT. (@) Twe council is autho—
rized to give monetary recognition to aj”public officer or employe”who
develops an intellectual w*» x product that 1is the property of the
state and who discharges the obligations set out in AS 39.52.010.

(b) The council shall determine the guidelines, terms, and
conditions, as well as amount, source, distribution, and manner of
payments under (a) of this section. JjThe council shall consider the
actual or potential value of the intellectual work product in terms of
revenue or reduced operating costs to the stateTj

Sec. 39.52.030. ARBITRATION OF DISAGREEMENTS. () Disagree-
ments between a public officer or employee or a person under contract
with the state and the council pertaining to ownership of an irtellec-
tual work product of obligations of the respective parties shall be
disposed of by

(1) voluntary arbitration of all relevant issues, if the
disagreeing parties agree to be bound by the decision upon arbitra-
tion;

(2) compulsory arbitration if that is provided for in any
applicable contract between the disagreeing parties; or

(3) recourse to the court if arbitration cannot be resorted
to.

\ Kb) The council is authorized to make contracts for compulsory
arbitration on behalf of the state./

(c) If arbitration is used to settle disagreements, the provi-
sions of AS 09.43 (Ur.iform Arbitration Act) shall govern.

Sec. 39.52.040. EXCEPTIONS. The provisions of this chapter do
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not apply to a public officer or employee associated with or a person
under contract with the University of Alaska. Those persons shall be
governed by the provisions of AS 14.40.345. The provisions of this
chapter do not apply 59 a member of the legislature.

Sec. 39.52.050. ADOPTION OF RULES. The council mayadopt rules
implementing the provisions of this chapter in accordance with the
Administrative Procedure Act (AS 44.62).

Sec. 39.52.099. DEFINITIONS. As used in this chapter, unless
the context otherwise requires,

(1) "council™ means the Alaska Council on Science and Tech-
noicgy established in AS 44.21.241;
(2) "intellectual work product”™ means any product of the
mind including but not limited to the following:
(A) discovery, invention, or idea;
(B) process, system, or method;
(C) machine, manufacture, or product;
(D) composition of matter;

(E) assign or composition in letters, art, or graph-

) literary, dramatic, musical, -educational, or
artistic work;
(G) certification mark, trademark, patent, or copy-

right.

* Sec. 2. AS 14.40 is amended by adding a new section to read:

Sec. 14.40.345. INTELLECTUAL PROPERTY DEVELOPED AT THE EXPENSE
OF THE UNIVERSITY. All right, title, and interest in and to an intel-
lectual work product develop®d by a public officer or employee asso-
ciated with or a person under contract with the University of Alaska

is the property of the university in accordance with a general policy
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established by the university. The policy adopted by the University
of Alaska may provide for ownership, control, management, and disposal
of intellectual work products by an independent foundation created for
the purpose of obtaining intellectual work products, receiving gifts,
administering or disposing of interests in intellectual work products,
and promoting research.

Sec. 3. AS 39.05 is amended by adding a new section to read:

ARTICLE 5. WAIVER OF RIGHT TO INTELLECTUAL PROPERTY.

Sec. 39.05.160. WAIVER OF RIGHT TO INTELLECTUAL PROPERTY. (@
A public officer or employee of the state, before engaging in the
duties of the office or employment, shall sign a waiver of all right,
title, and interest in and to an intellectual work product that may be
developed by the officer or employee at the expense of the state as
set out in AS 39.52.

(b) Notwithstanding the requirement in (a) of this section, the
state, 1in accordance with AS 39.52.020, may shore a portion of the
resulting revenue with or grant a cash award for resulting reductions
in operating costs to a public officer or employee who develops an
intellectual work product at the expense of the state.

(c) A public officer or employee may be required to sign, before
engaging in the duties of the office or employment, an acknowledgement
that the public officer or employee will not receive a share of the
revenue or reduction in operating costs attributable to an intellec-
tual work product developed as a duty of the office or employment.

(d) The waiver under (a) of this section and the acknowledgement
unde:*- (c¢) of this section are not considered terms and conditions of
emplo>ment that are subject to negotiation for purposes of collective
bargaining under the Public Employment Relations Act (AS 23.40).

Sec. 4. aS 44.21.242(b) is amended by adding new paragraphs to read:
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(9) consistent with the provisions of AS 39.52, retain,
assign, license, transfer, sell, or otherwise dispose of, in whole or
in part and upon terras that the council may direct, any and all rights
to, interests in, or income from intellectual work products acquired
by the council under AS 39.52;

(10) adopt rules implementing the provisions of AS 39.52.

* Sec. 5. AS 37.12.070(9) and AS 46.12.110(10) are repealed.
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