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I f  to Se lle r: State o f Alaska
Commissioner o f Natural Resources 
Pouch "M"
Juneau, Alaska 99811

and

and

Comn1ss1oner o f Revenue 
Pouch "S"
Juneau, Alaska 99811

D irector, D iv is ion o f Oil and Gas 
Pouch 7-034
Anchorage, Alaska 99510

I f  to Purchaser:

GOLDEN VALLEY ELECTRIC ASSOCIATION, INC.
P 0 Rox 1249
Fairbanks, Alaska 99707

and (as long as the rig h t to Oil is  assigned thereto)

Vice President-Supply 
MAPCO PETROLEUM Inc.
P.O. Box 645
Tulsa, Oklahoma 74101-0645

12.2 Change o f Address. Each party may change i t s  address fo r notice by 
giving notice o f the change.

ARTICLE X III 
RULES AND REGULATIONS

This Agreement is subject to a ll present and fu tu re va lid laws, orders, 
rules and regulations of the United States, the State o f Alaska, and ar\y duly 
constitu ted agency thereof.
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ARTICLE XIV 
SOVEREIGN POWER OF THE STATE

This Agreement and its  covenants shall not be interpreted as a l im i t on 
the exercise by the Sta*2 of Alaska of any o f its  sovereign or regulatory 
powers, whether conferred jn the State by cons titu tio n , sta tu te or regulation, 
including but not lim ited to , its  regulatory power over the Leases. The 
exercise by the State o f Alaska of any sovereign or regulatory power w il l not 
operate or be deemed to enlarge any righ ts o f Purchaser or to l im i t or impair 
any obliga tions or l ia b i l i t y  o f Purchaser under th is Agreement, except fo r 
state statutes enacted a fte r the e ffec tive date o f th is Agreement which have a 
d ire c t and s ig n if ic a n t adverse e ffe c t on the a b i l i t y  o f Purchaser to perform 
an ob liga tion under th is Agreement other than the obligations to accept, 
dispose, and pay fo r Royalty Oil tendered under th is Agreement.

ARTICLE XV 
SECURITY

Th irty (30) days p rio r to the Date o f F irs t Delivery, Purchaser shall 
cause to be furnished to Seller evidence tha t an irrevocable stand-by le t te r 
o f c red it fo r the benefit o f Seller e ffec tive by Date o f Delivery, w ill be 
issued by a state or national banking in s titu t io n  of the United States which 
is a member o f the Federal Deposit Insurance Corporation and has an aggregate 
capita l and surplus of not less than One Hundred M illio n Dollars 
($100,000,000), or other banking in s titu t io n  acceptable to Selle r in i t s  sole 
d iscre tion . The principa l face amount of the le t te r o f c re d it shall in i t i a l l y  
be Five M illio n , Three Hundred Sixteen Thousand Dollars ($5,316,000). The 
le t te r o f c re d it shall be substan tia lly in a form sa tis fac to ry to the 
Commissioner, but 1n any event shall not require any documents to be submitted 
in support o f dra fts drawn against th is le t te r o f c re d it other than the 
c e r t if ie d  statement o f the Commissioner or her designee and the Attorney 
General o f the State o f Alaska or his designee tha t Purchaser is lia b le  to 
Seller fo r a sum equal to the amount o f such d ra ft, and tha t tha t sum is due 
and payable in fu l l and has not been timely paid. In the event tha t Seller 
should have reasonable grounds fo r asserting any claims against Purchaser
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under th is Agreement and does assert those claims In an aggregate amount in 
excess of the aggregate princ ipa l face amount o f the le t te r o f c red it then in 
e ffe c t, Purchaser shall upon Se lle r's request (whether or not Purchaser may 
dei\y, re je c t or otherwise re s is t such claims) cause the principa l face amount 
o f the le t te r of c re d it to be increased by an amount equal to the excess. The 
principal face amount o f the le t te r of c red it shall also be automatically 
increased by Purchaser w ithout request from Seller whenever the face amount is 
less than the expected Purchase Price of s ix ty (60) days o f Oil tendered under 
th is  Agreement, to an amount equal to the expected Purchase Price of s ix ty 
(60) days o f Oil tendered. The principal face amount o f the le t te r o f c red it 
may be decreased by Purchaser upon approval of Seller (which approval w il l not 
be unreasonably w ithheld) 1f the face amount is more than the expected 
Purchase Price o f s ix ty (60) days of Royalty Oil tendered under th is 
Agreement, to an amount equal to the expected Purchase Price o f s ix ty (60) 
days of Royalty Oil tendered. Tne Comrn’ ssioner may accept such other or 
additional security as she, in her sole d iscre tion , considers adequate -to 
protect Se lle r.

ARTICLE XVI 
PREFERENTIAL HIRING AND NON-DISCRIMINATION

Purchaser agrees to h ire and employ Alaska residents and Alaska companies 
to the extent they are ava ilab le , w illin g and qua lified fo r a ll work performed 
in Alaska tha t is performed under or in connection with th is agreement. As 
used in th is agreement "Alaska resident" means an ind iv idua l who has resided 
in the State fo r one year a t the time o f h iring or employment and "Alaska 
companies" means those companies who are incorporated in the State o f Alaska 
or whose principa l place o f business is in Alaska.

I f  th is provision is  determined to be unconstitutional by a court of 
competent ju r is d ic t io n , then Purchaser agrees to hire and employ Alaska 
residents and Alaska companies to the extent such pre ferentia l h iring is 
detejmined to be cons titu tio na l.
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ARTICLE XVII 
APPLICABLE LAW

17.1 Alaska Law. This Agreement shall be governed by and construed 1n 
accordance with the laws o f the State of Alaska, excluding any con flic t-o f- law  
ru le or p rinc ip le which might re fe r such construction to the laws o f another 
sta te or country.

17.2 Submission to Ju risd ic tio n . Any legal action or proceeding aris ing 
out o f or re la ting to th is Agreement or fo r the enforcement o f the covenants 
or obliga tion o f e ithe r party must be in s titu te d in a. State court o f general 
ju r is d ic t io n  s it t in g  in the State o f Alaska, and Purchaser hereby irrevocably 
submits to the ju r is d ic t io n of tha t court in any such action or proceeding.

ARTICLE XVIII ;
WARRANTIES

The purchase and sale o f Royalty Oil under th is Agreement is subject only 
to the warranties of Seller expressly set fo rth in th is Agreement and Seller 
disclaims and Purchaser waives a ll other warranties, expressed or implied in 
law, whatsoever.

ARTICLE XIX 
AteNDfCNT

This Agreement may be supplemented, amended or modified a t any time, but 
only by w ritten instrument duly executed by the parties to th is Agreement. 
Any material amendment to the contract which appreciably reduces the 
consideration received by the State requires prio r approval of the Legislature 

o f the State o f Alaska.
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ARTICLE XX 
SUCCESSORS AND ASSIGNS

No assignment, pledge or encumbrance o f th is Agreement shall be made by 
eithe r party w ithout f i r s t  obtaining the w ritten consent o f the other party. 
The Commissioner may grant such consent on behalf o f the Seller. The 
Conmissloner shall have sole and complete discre tion in granting or denying a 
proposed assignment, pledge or encumbrance. Subject to the above requirements 
in th is A rtic le , th is Agreement w ill be binding upon and inure to the benefit 
o f each o f the parties and i t s  successors and permitted assignees. In 
addition, i f  Purchaser gains or acquires a con tro lling in te re s t in an en tity 
which has an agreement w ith Seller fo r the sale o f Royalty Oil ("Other 
Agreement"), then Se lle r, a t its  option and on one year's notice, may require 
Purchaser to terminate e ith e r th is Agreement or the Other Agreement. The 
choice of which Agreement to terminate w ill be Purchaser's. Purchaser may 
request that Seller waive th is option in advance o f Purchaser gaining-' a 
con tro lling in te res t in an en tity which has an agreement with Seller fo r the 
sale o f Royalty O il. The Commissioner has sole and complete discre tion in 
granting or denying the requested waiver.

ARTICLE XXI 
HEADINGS

Headings used in th is Agreement are fo r convenience only and shall not 
a ffe c t the construction o f th is Agreement.

ARTICLE XXII 
RECORDS

22.1 Preservation o f Records. Purchaser w il l preserve and maintain a ll 
books, accounts, and records re la ting to or aris ing out o f the performance of 
th is Agreement, including but not lim ited to the purchase or sale o f Royalty 
Oil and i ts  refined products, fo r a period of six (6) years. Purchaser w ill 
also maintain and preserve a ll s im ila r books, accounts, and records of which
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1 t has possession belonging to those th ird parties with whom 1 t contracts fo r 
the performance o f various parts o f th is Agreement. Neither Purchaser nor 
Se lle r shall be required to re ta in any records fo r more than six (6) years 
unless retention o f such records is spe c ifica lly required by applicable law or 
regu lation . Purchaser shall e ithe r maintain its  records w ith in the State of 
Alaska or make such records ava ilab le to Seller a t Purchaser's principal 
o ff ic e  1n the State o f Alaska w ith in th ir ty  (30) days a fte r w ritte n request by 
Se lle r.

22.2 Inspection o f Records of Parties. Purchaser and Se lle r w il l accord 
to each other and to th e ir authorized agents, attorneys, and auditors during 
reasonable business hours access to any and a ll property, records, books, 
documents, and indexes d ire c tly re la ting to Purchaser's or Se lle r's 
performance o f th is Agreement and which are under the contro l of the party 
from which access 1s desired so tha t the other party may Inspect, photograph 
and make co ie s of tha t property, records, books, documents and indexes. In 
no event, however, shall Se lle r be required to disclose any Information, data, 
or records which are required to be held confidentia l by state law or 
regulation. I f  the information obtained by Seller may be held confidentia l 
under state or federal law or regulation, Purchaser may request tha t tha t 
information be held confidentia l by Selle r.

ARTICLE XXIII 
INTERPRETATION OF TERMS AND CONDITIONS

In the event tha t there is a disagreement about the meaning or 
applica tion o f a word, term, or condition in th is Agreement, Purchaser w ill 
present the arguments supporting I ts  vilew in w ritin g to the Commissioner fo r 
her consideration. The Commissioner v /il l subsequently, w ith in a reasonable 
time, Issue a find ing on the meaning or application o f the disputed word, 
term, or condition, se tting fo rth the basis fo r her conclusions. Purchaser 
agrees to accept find ings by the Commissioner under th is A rtic le  as long as 
there is substantial evidence supporting the Commissioner's find ings. None of 
the above shall empower the Commissioner to set the price o f the Oil should 
such price become subject to renegotiation pursuant to Section 2.3.
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DATED this 8th day of February 1985.

SELLER: THE STATE OF ALASKA

Commissioner,
Department o f Natural Resources

PURCHASER: GOLDEN VALLEY ELECTRIC ASSOCIATION, INC.

By
Michael P. Kelly 
General Manager
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EXHIBIT A

THIS AGREEMENT 1s entered into th is 8th day of February, 1985 by and 
between the State o f A'aska (State), and MAPCO PETROLEUM Inc. (MAPCO), aTrd 
Golden Valley E lec tric Association, Inc. (GVEA).

As used in th is Agreement, the following terms shall have the following 
meani ngs:

1.1 "MAPCO" includes MAPCO PETROLEUM Inc. and its  predecessors in 
in te re s t, MAPCO Alaska Inc. and Earth Resources Company o f Alaska, including 
the North Pole Refining Division of Earth Resources Company of Alaska.

1.2 "GVEA Royalty Oil Contract" means the Agreement fo r the Sale and 
Purchase o f Royalty Oil dated February 8, 1985 between the State and Golden 
Valley E lec tric Association Inc. (GVEA).

1.3 "Assignment" means the Assignment and Product Sales Agreement between 
MAPCO and GVEA executed May 27, 1980. That Assignment provides fo r the 
assignment to MAPCO of GVEA's rights under the GVEA Royalty Oil Contract in 
exchange fo r GVEA paying MAPCO a reduced processing fee fo r turbine fue l.

T.4 "Petroleum Products Agreement" means the ArtOTHewn^fPilflmfeSF^gEeeroent*
j*^»^jwH980r That Petroleum Products 

Agreement provides fo r MAPCO's sale of processed turbine fuel to GVEA a t a 
price based on MAPCO's net acquisition cost fo r ANS crude plus a fixed margin.

ARTICLE I 
DEFINITIONS
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ARTICLE I I 
APPROVAL OF ASSIGMT

The State consents to the Assignment and to the Petroleum Products 
Agreement in the ir present forms as modified by the terms of th is Agreement — 
to include amending the term of said agreements to run as Tong as MAPCO 
receives Royalty Oil in the quantities specified under the GVEA Royalty Oil 
Contract. MAPCO and GVEA agree to no tify the State of any modifications to 
those agreements; provided, that changes in price do not constitute a 
modification so long as the actual pricing mechanism (as compared to the price 
its e l f ) contained in the Assignment is not changed and the price charged GYEA 
for fuel • under the Assignment remains equal to or less than the price tha t 
would then be in e ffe c t calculated under the pricing mechanism contained in 
the Assignment. MAPCO agrees tha t modifications to the Assignment (or to the
qua lity , price, or escalation provisions of .ie Petroleum Products Agreement)
which materia lly reduce GVEA's benefits w ill give the State the rig h t, in its
d iscre tion , to terminate the GVEA Royalty Oil Contract and/or the State's
approval of the Assignment.

The Assignment states tha t ^yxalume^Q.f
Boyal-tJ^Fl . However,
GVEA can only reduce the quantity o f Royalty Oil i t  takes under the GVEA 
Royalty Oil Contract by giving the State nine (9) Months written notice. In 
consideration of these facts MAPCO agrees that i t  w il7 give GVEA nine (9) 
Months' w ritten notice before exercising any rights i t  may have to decrease 
the amount of Royalty Oil i t  requires GVEA to designate under the GVEA Royalty 
Oil Contract, which nine (9) Month notice w ill be concurrent with the nine (9) 
Months' w ritten notice GVEA gives the State (which notice GYEA agrees to give 
the State immediately upon receipt of any such notice from MAPCO).

ARTICLE I I I  
DESIGNATION OF ROYALTY OIL VOLUMES
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ARTICLE IV 
SUBSEQUENT AMERADA HESS ADJUSTMENTS

Except as provided herein, MAPCO agrees that the retroactive price 
adjustment provisions contained in Paragraph-IV of the Petroleum Products 
Agreement,' as i t  applies to the Assignment, shall not extend to adjustments 
made upon fina l non-appeal able resolution of each of the issues in the Amerada 
Hess lit ig a t io n  pursuant to 'Section 2.3 of the GVEA Royalty Oil Contract. 
GVEA agrees to pay that portion of the An era da Hess adjustment based on the 
ra t io 'o f 'th e  barrels of product purchased by GVEA under the assignment to the 
to ta l barrels of Royalty Oil purchased under the GVEA Royalty Oil Contract 
during: vhe twelve-month’, period immediately preceding the fina l non-appeal able 
resolution of each*of: the issues of the Anerada Hess lit ig a tio n ." With the 
exception of the twelve-month period immediately preceding the fin a l 
non-appealable. resolution --of 'each of the issues in the Anerada Hess 
lit ig a t io n , MAPCO agrees to pay to the State any such adjustments owed by GVEA 
or MAPCO as a result of- purchases made by MAPCO under the GVEA Royalty Oil 
Contract; provided, however, that
Assignment and/or Petroleum Products Agreement under Paragraph X of the 
Petroleum Products *-̂ 1— mrnt a ii irf^ T r r 'i l ty  Oil
jGohtract and/or th is Agreement approving the Assignment as a resu lt o f a 
breach of either agreement by GVEA,
gtfaetsAmerariazsHesK..axijnstaen t , with the percentage based on the ra tio of the 
barrels of product purchased by GVEA under the assignment to the to ta l barrels 
o f royalty o il purchased under the GVEA Royalty Oil Contract during the period 
in which the Amerada Hess adjustment applies. Within ten days of being 
no tified by the State that there has been a fin a l non-appealable resolution o f 
each of the issues in the Amerada Hess lit ig a t io n , GVEA and MAPCO shall 
discuss with each other and advise the State of the percentage of the 
adjustment by month and year each is to pay the State.
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ARTICLE V 
OPTION ON RETURN OIL

MAPCO-acknowledges that the State has reserved an option to purchase a ll 
Return Oil resulting- from the sale of Royalty Oil under the GVEA Royalty Oil 
Contract. In consideration of MAPCO's agreements in A rtic le IV of th is 
Agreement concerning subsequent Amerada Hess adjustments, the State agrees to 
.not exercise its  return o il option so long as MAPCO receives Royalty Oil under 
'trie GVEA Royalty Oil Contract.

By
Commissioner,
Department o f Natural Resources

GOLDEN VALLEY ELECTRIC ASSOCIATION

By ___________________________
Michael P. Kelly 
General Manager

MAPCO PETROLEUM INC.

Robert M. Howe 
President



f r :  ter*- 4 "  ^  ^

N o r f k  fM e  R e fm m g
DIVISION OF EARTH R ESO U RC ES COMPANY OF ALASKA

P.O. Box 5028, North Pole. Alaska 99705

907/488-2741
907/488-2742

PETROLEUM PRODUCTS AGREEMENT

This Agreement, dated the 1st day o f May 1980, by and between:
\

NORTH POLE REFINING (NPR), D ivision o f Earth Resources Company 
o f Alaska, an Alaskan Corporation, and GOLDEN VALLEY ELECTRIC 
ASSOCIATION, INC. (GVEA).

Mitnesseth

The Agreement, when duly executed, shall constitu te an agreement under 
which NPR, sha ll se ll and de live r to GVEA, and GVEA sha ll purchase and 
receive from NPR, processed turbine fu e l, as per Section I below, at 
GVEA's North Pole and Zhender generating plants e ffe c tive the date .of 
f i r s t  de live ry a t GVEA's meter sta tion o f Royalty crude o il as provided 
fo r in BUYER'S Assignment and Product Sales Agreement, by NPR under 
terms and conditions as follows:

NPR shall se ll and de live r to GVEA hereunder Indus tria l Turbine Fuel 
(including HF/DF I I  and HF/DF 12) meeting G. E. spec ifica tion GE141047H 
fo r Heavy True D is t i l la te  and a ll petroleum products id e n tif ie d herein 
as "Turbine Fuel" fo r use a t the GVEA's gas turbine and/or diesel gen­
e ra to r fa c i l i t ie s  located at North Pole and Fairbanks (Zhender), Exhib it 
I , 11(A), and 11(B). Said Industria l Turbine Fuel (heavy true d is t i l la te ) 
sha ll be delivered by pipeline from NPR, at his expense, in to the GVEA's 
Turbine Fuel storage tanks located at the North Pole F a c ility . Deliveries 
to Fairbanks (Zhender) locations w il l be by ra i l tank car or transport

I QUANTITY AND QUALITY
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I QUANTITY AND QUALITY (CONTINUED)

truck in fu l l capacity o f the conveyance as determined by GVEA. GVEA 
and NPR recognize highway weight’ re s tr ic tio n s in the fa l l and spring o f 
each year may require scheduling o f l i f t in g s  to avoid th is period with 
de live rie s by transport truck. Deliveries shall be made during each 
month o f the term hereof on GVEA's orders. GVEA w ill furnish NPR with 
estimated annual projections o f a ll monthly petroleum fuel requirements 
to be updated a t three (3) months in te rva ls . GVEA hereby recognizes 
tha t product requirements in excess o f one-hundred-ten. percent (1102) of 
o rig ina l monthly nominations (Exhib it I I I )  may not, a t NPR's option, be 
ava ilab le . GVEA w il l confirm estimates o f the quantities to be delivered 
during each month a t least .fo rty -five (45) days p rio r to the f i r s t day 
o f the month in which said quantities are to be delivered- Exhib it IV 
formats the requ..ed data (modifications may be mada tha t are mutually 
acceptable). Scheduling fo r deliveries o f volumes specified w il l be 
coordinated on a weekly basis between NPR and GVEA’ s designated agent(s).

Quantity and qua lity of. Turbine Fuel sold and purchased hereunder shall 
be determined from NPR's recording flow meters and from samples taken at 
NPR's fa c i l i t y . Observed volume shall be corrected to s ix ty (60) degrees 
Fahrenheit by use o f API Table 6. A ll sampling arid testing shall be 
done as mutually agreed. Claims fo r erro rs , defic iencies or imperfections 
w il l not be entertained by NPR unless notice in w ritin g is given by GVEA 
to NPR w ith in ten (10) days o f discover.

T it le  to the Turbine Fuel sold and delivered hereunder shall pass to 
GVEA when the Turbine Fuel enters GVEA’ s storage tanks or truck transport,

I I  MEASUREMENT AND TEST

I I I  TITLE
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I I I  TITLE (CONTINUED)

and ris k o f loss shall fo llow t i t l e .  A ll Turbine Fuel sold hereunder 
sha ll be deemed to be in the en tire custody and control o f GVEA, inauedi-

storage tanks a t North Pole or. Zhender) or in to GVEA's truck transport; 
GVEA shall indemnify and hold NPR harmless from any and a ll. l i a b i l i t y  
(inc luding reasonable atto rney 's fees) fo r loss, damage, in ju ry or other

f i r e , explosion and/or any other, damage caused d ire c tly  or in d ire c t ly  by 
the Turbine Fuel sold hereunder when the said Turbine Fuel .is in the 
custody o f GVEA as aforesaid.

For each net barrel of fo rty -tw o (42) U.S. gallons sold and purchased 
hereunder o f Indus tria l Turbine Fuel only (heavy true d is t i l la te ) , GVEA 
agrees to pay and NPR agrees to accept a price equal to NPR:s net acqui­
s it io n  cost fo r each barrel o f fo rty-two (42) I allons o f North

net acqu is ition cost shall include a ll ta r i f f s  fo r transporta tion of 
said crude o i l ,  the effects o f any programs o f any governmental agencies 
and 67.67 percent o f the cost associated w ith any spec ific g rav ity 
adjustments; Sulphur and B S i l l  re la tive to o il returned to the TAPS, 
excluding any impurities introduced in to the *eturr. crude stream which 
was not an element o f the acquired crude or generic to tha t portion o f 
said return penalty shall be excluded when ca lcu la ting GVEA's price o f 
turbine fuel as i t  relates to NPR's to ta l acqu is ition cos t). NPi w il l 
c e r t i fy  to GVEA, w ith in s ix ty (60) days fo llow ing the end o f-the month 
in question, the actual acqu is ition cost o f crude received during said 
month and w il l at tha t time issue any resu lting re tro -a c tive adjustments 
to the se llin g prices fo r a ll de live ries made during the month in question. 
I t  is understood by both parties that certa in components o f

a te ly upon de live ry in to GVEA's.terminal (GVEA's intake headers or

casualty to persons or property raused or occasioned by any leakage

IV PRICE

Slope Alaskan crude o il plus a fixed margin o f per ba rre l. NPR's



IV PRICE (CONTINUED)

the fin a l cost o f crude oi'i purchased by NPR may not be fin a lized un til 
an indeterminate time in the fu tu re . I t  is therefore , agreed between 
both parties tha t any adjustments to the fin a l crude cost for: any months 
in question irrespective of the timing o f these adjustments, w il l be 
handled re tro -a c tive ly to the month in question in accordance wit*' the 
pric ing terms herein notwithstanding any lim ita tio n s to the contrary 
contained elsewhere in th is agreement.

For b il l in g  purposes, sales w il l be expressed in gallons. The price 
which GVEA shall pay NPR fo r delivery o f the fo llow ing Turbine Fuel 
products hereunder shall be as follows:

North Pole Refining Plant Posted Prices, F. 0. B. NPR, at the time 
of each de live ry fo r the pa rticu la r product involved, less a dis- 

• count equal to the maximum discount per gallon given to any other 
buyer of the pa rticu la r product.

Diesel Fuel #1 
Diesel Fuel #2

Notice o f a change in discount fo r the above products w i l l be give;» 
to GVEA by NPR ten (10) calendar days p r io r to change.

NPR w il l n o tify GVEA, in w ritin g , w ith in fiv e (5) working days o f 
the e ffe c tive date o f the posting change fo r the above products.

Transportation fee to be agreed upon by separate agreement.
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V ESCALATION

Price o f Indus tria l Turbine Fuel (heavy true d is t i l la te ) w ill escalate/ 
de-escalate re la tiv e to the August 1977 U.S. Bureau o f Labor S ta tis tics 
Wholesale Price Index fo r Major Commodity and Special Groupings (Table 1 
Manufacture Goods) times eighty-seven percent (872) o f the fixed margin 
(52.62 per ba rre l) . Examples are shown in Exh ib it I I .  Price escalations 
are to be computed a t the end o f each calendar quarter commencing on 
December 31, 1977 and quarte rly therea fte r, and be e ffe c tive on purchases 
made during fo llow ing quarters.

Escalator to be reviewed annually upon w ritten request by e ithe r party 
no la te r than s ix ty (60) days p r io r .to  the anniversary date of th is 
agreement. *

A ll payments fo r Turbine Fuel sold and delivered to GVEA hereunder 
during each calendar week shall be b ille d on the fo llow ing Monday, 
payment terms net fou r (4) days from date o f invoice.

A ll taxes, fees, assessments and charges now or in the future assessed,
levied and charged by any State, Federal and local government against or
upon the Turbine Fuel covered hereby and against or upon the se lling and 
transportation thereof shall be paid by GVEA; and i f  NPR has paid or 
shall hereafter pay any such tax, fee, assessment and charge; GVEA 
agrees to promptly reimburse NPR the fu l l amount therefore , together
w ith a ll penalties, in te re s t and costs there on. Any such payments
shall be in addtiion to the price otherwise provided fo r .

VI PAYMENT

V II TAXES

Nortk Isle Rc



A __________

C C
Page Six

Except as to payments due hereunder, each o f the parties hereto shall be 
excused from performance under th is agreement as long as to the extent 
tha t performance may be preventeB in whole or in part by reason o f 
s tr ik e , f ire s , washouts, breakage o f pipeline or tankage,.acts of God, 
war, sabotage, the elements, earthquakes, differences o f disputes with 
workmen (hov/ever aris ing or from whatever cause) in a b i l i ty  to obtain 
labor or personnel service, shortages of supplies o f crude o i l , scheduled 
or unscheduled shutdown o f plants, or any other cause, except fin anc ia l, 
beyond i ts  con tro l, whether o f a s im ila r or d iss im ila r class, including 
spe c ific a lly acts, orders or recommendations o f Government o ffic e rs , 
bodies or committees acting under claim o f au tho rity .

IX MUTUAL AGREEMENT

Any de ta ils o f th is agreement not specified herein shall be resolved by 
mutual agreement o f the parties hereto.

X CONDITIONS/TERMS

This Agreement shall become e ffec tive on May 1, 1980. This Agreement 
shall remain in fu l l force and e ffe c t fo r seven (7) years ana therea fte r 
u n til terminated. Either party may, at any time, terminate th is Agreement 
upon three (3) year's w ritten notice to the other.

XI NON-ASSIGNMENT: MODIFICATION

This Agreement may not be assigned to any th ird  party except the admin- 
s tra to r o f the Rural E le c tr if ic a tio n Administration without the w ritten

T  • 1 T * '  1  T 5  r« •\ o r t h  i 'c u s  JU sc a inm g
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XI NON-ASSIGNMENT: MODIFICATION (CONTINUED)

consent o f NPR. This agreement nay not be moJified or terminated except 
by instrument in w ritin g , signed by the parties hereto.

This Agreement shall be governed and construed in accordance with the 
laws o f the State o f Alaska. A ll terms and .provisions hereof are 
subject to the applicable orders, ru les, and regulations o f a ll govern­
mental au tho ritie s .

This Agreement supersedes any previous Petroleum Product Agreement 
e ffe c tive the date NPR receives f i r s t de livery o f GVEA's State Royalty 
crude o il as provided fo r in GVEA's Assignment and Product Sales Agreement 
dated May 1, 19S0.

ACCEPTED AND AGREED TO:

GOLDEN VALLEY ELECTRIC ASSOCIATION, INC. NORTH POLE REFINING.

XII GOVERNING LAW

. X III SUPERSEDING AGREEMENTS

0
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N o r A .  ]Rjle I ^ f m i n g  P.O. Box 5 0 2 8 . North Pole. Alaska 99705

0 (VISION OF EARTH RESO U RCES COM PANY OF ALASKA

ASSIGNMENT AND PRODUCT SALES AGREEMENT

907/488-2741
307/488-2742

This Agreement, dated the 1st day o f May 1980, by and between:

NORTH POLE REFINING, D ivision o f Earth Resources Company of 
Alaska, an Alaskan Corporation, (NPR) and GOLDEN VALLEY ELECTRIC 
ASSOCIATION, INC., (GVEA)

shall be as fo llows:

•1.. G^EA, holder o f certa in righ ts to crude o il under a State Royalty 
Oil Contract, does hereby assign, trans fe r and convey its  righ ts 
under said contract (as well as any fu tu re s im ila r contracts) to 
NPR, e ffe c tiv e on May 1, 1980, subject to the fo llow ing terms and 
conditions:

a. GVEA shall make request fo r State crude o i l under its  contract 
immediately upon rece ip t o f w ritten notice by NPR fo r the 
volumes so designated by NPR.

b. NPR shall assume and be responsible fo r a ll obligations and 
duties o f GVEA under i t s  State Royalty Oil Contract fo r the 
volumes so designated.

c. Certain provisions o f the current GVEA Royalty Oil Contract 
and any fu ture contracts may be excepted and modified as



dicta ted by a:ay State declared GVEA/State Royalty contract 
re la tionships i f  mutually agreed to by NPR and GVEA.

d. NPR agrees tha t so long as GVEA State Royalty Oil is being
delivered to NPR per the terms o f th is agreement, NPR w ill not 
issue notice o f cancellation to the Petroleum Products Agree­
ment referenced herein.

I

2. NPR, in consideration o f th is Agreement, agrees to se ll .GVEA and *
.. GVEA agrees to purchase quantities o f turb ine fue l to 12.5 volume 

percent o f  those barrels o f crude oil.acqu ired by NPR under th is 
assignment a t a cost equal to NPR's net acqu is ition cost as defined 
in the attached Petroleum Products Agreement between the parties 
plus a processing fee o f $IXl ̂ /ba rre l. This fee shall escalate 
only as set fo rth in the Petroleum Products Agreement e ffec tive 
between the parties except fo r base period. Base period fo r the 
excalation o f the processing fee shall be concurrent w ith the
reporting period o f the Bureau o f Labor and S ta tis tic s Wholesale 
Price Index fo r Major Commodities and Special Groupings on May 1, 
.1930. Due to cyc lic seasonal requirements and the lim ita tio ns o f 
GVEA storage fa c i l i t ie s , the difference in quantities o f turbine 
fue l availab le to GVEA and the amount purchased by .GVEA under the 
12.52 provision o f 'th is  paragraph, shall accumulate month by month 
fo r annual periods and be available fo r puchase by GVEA un til the 
end o f each annual period. At the end o f the annual period, tha t 
turb ine fuel not purchased by GVEA shall not be carried forward 
in to the next annual period. The annual period shall commence s ix ty 
(60) days a fte r the anniversary date o f the date o f de livery o f 
Royalty crude o il to NPR provided fo r in th is agreement, and annually 
the rea fte r. The purpose o f th is accumulation statement is to 
guarnatee GVEA the option o f purchasing turbine fue l equal to 12.5 
volume percent o f the to ta l crude o il acquired by NPR under th is 
agreement during the annual period. I t  is understood by both

ortii f& c  IR c iin ing
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parties tha t NPR has lim ited storage fo r turb ine fue l at the re fine ry 
(a usable amount o f approximately 20,000 barre ls) and tha t transfe r o f 
quantities in any short period o f time and in great excess o f th is 
amount, would be impractical.

3. I t  is fu rth e r agreed by NPR and GVEA tha t no part of th is agreement 
constitu tes an obligation by NPR to nominate any or a ll o f the 
State Royalty Oil rights assigned herein.

4. GVEA and NPR spec ifica lly agree tha t in the event any court shall 
decree or determine that NPR's acqu is ition o f crude o il under th is 
agreement shall be in any way unlawful, then the terms and condi­
tions o f th is Assignment and Product Sales Agreement shall be nu ll 
and void and no longer binding on e ith e r party .

, • i 4

ACCEPTED AND AGREED TO:

GOLDEN VALLEY ELECTRIC ASSOCIATION, INC. NORTH FOLE REFINING

orln Rla Rdinir"



7 •  QBanfcerslrust Company
LETTER OF CREDIT DIVISION . V  mailing aoo*ESS

I BANKERS TRUST PLAZA • NEW YORK P.O. 30X 31B—CHURCH ST STA.
NEW YORK. N.Y. JOOIS

J U N E  9, 1983

I R R E V O C A B L E  L E T T E R  OF CREDIT 

NO. W - 7 8 7 0 2 - S

COMMISSIONER OF NATURAL RESOURCES
■STATE O F  .iLASKA “

P O U C H  M

J U N E A U ,  A L A S K A  99811 

G E N T L E M E N :

WE H E R E B Y  I S S U E  IN Y O U R  F A V O R  O.UR I R R E V O C A B L E  L E T T E R  O F  C R E D I T  F O R  
A C C O U N T  OF G O L D E N  V A L L E Y  E L E C T R I C  A S S N .  (GVEA) , P. O .  B O X  1249, 
F A I R B A N K S ,  A L A S K A  997 0 1  F O R  A S U M  N O T  TO E X C E E D  U. S .  D O L L A R S  F I V E  
M I L L I O N  F O U R  H U N D R E D  T H O U S A N D  A N D  00/100 **$5,400,000.00** W H I C H  IS 
A V A I L A B L E  A G A I N S T  P R E S E N T A T I O N  OF Y O U R  S I G H T  D R A F T ( S )  D R A W N  ON US 

W H E N  A C C O M P A N I E D  BY: ,
I

1) C O P Y  O F  U N P A I D  I N V O I C E  R E F E R R E D  TO IN D O C U M E N T A R Y  R E Q U I R E M E N T
NO. 2 IN T H E  A M O U N T  P A Y A B L E  TO T H E  S T A T E  OF A L A S K A  BY G V E A
F O R  T H E I R  P U R C H A S E  OF T H E  S T A T E  OF A L A S K A  R O Y A L T Y  C R U D E  OIL.

2) A S T A T E M E N T  P U R P O R T E D L Y  S I G N E D  BY T H E  C O M M I S S I O N E R  OF N A T U R A L
R E S O U R C E S  FOR T H E  STA T E  O F  A L A S K A  O R  H I S  D E S I G N E E ,  I N D I C A T I N G
N A M E  A N D  T I T L E  OF S I G N A T O R  R E A D I N G  AS F O L L O W S :

I

" T H E  U N D E R S I G N E D  H E R E B Y  C E R T I F I E S  THAT:

A: T H E  R O Y A L T Y  O I L  C O V E R E D  BY T H E  A C C O M P A N Y I N G  I N V O I C E  HAS B E E N  
D E L I V E R E D  TO GV E A  A N D  T H E  A M O U N T  C O V E R E D  B Y  T H E  I N V O I C E  IS 
P A S T  D U E  A N D  R E M A I N S  U N P A I D  T O  T H E  S T A T E  O F  A L A S K A  A T  T H E  
T I M E  OF DRA W I N G .

B) A N  A U T H O R I Z E D  R E P R E S E N T A T I V E  OF T H E  S T A T E  O F  A L A S K A  HAS 
D I S C U S S E D  THE N O N - P A Y M E N T  O F  S U C H  I N V O I C E  W I T H  A N  O F F I C E R  OF 
G V E A  AND AN O F F I C E R  OF M A P C O  P E T R O L E U M ,  INC. (OF A L A S K A ) .

' i< ’
C) T H E  T E R M S  OF P A Y M E N T  D E F I N E D  IN A R T I C L E  V I I I ,  C L A U S E S  8.1,

8.2, 8.4, 8.5 IN T H E  " A G R E E M E N T  F O R  T H E  S A L E  A N D  P U R C H A S E  OF 
S T A T E  R O Y A L T Y  O I L "  B E T W E E N  G V E A  A N D  T H E  S T A T E  O F  A L A S K A  D A T E D  
4 / 1 2 / 7 7 ,  HA V E  N O T  B E E N  C O M P L I E D  W I T H ;’ A N D

D) A W R I T T E N  N O T I C E  OF D E F A U L T  P E R  C L A U S E  6.1 O F  A R T I C L E  X V I  HAS  
B E E N  G I V E N  BY THE* S T A T E  OF A L A S K A  T O ’CVEA.

BY

(★COMMISSIONER OF NATURAL RESOURCES FOR 
STATE OF ALASKA) OR (*DESIGNEE FOR 
COMMISSIONER OF NATURAL RESOURCES FOR 
STATE OF ALASKA)"

★ APPR O P R I A T E  D E S I G N A T I O N  TO B E  U S E D  TO I D E N T I F Y  P A R T Y  S I G N I N G  T H E  CERTIFICAT1

Thi« credit/advicc i» itibjrcf 10 the Unilorn Cunomi tad 
Pr.riicr lor Documwiury Credit. (1974 .JUttidonj, Inter, 
nation,) Chamber of Commerce Publication No. 390. -  C O N T I N U E D -

3 1 3 K I  <A »C  l -O D  SO .PKG .UK '
• • 1 rv*



MAILING £ OC.aESS
P . O . BOX 31B—CHURCH ST. STA
NEW YORK. N Y 10015

2 REi L/C W-78702-S

NOTWITHSTANDING ANY REFERENCE IN THIS LETTER OF CREDIT TO OTHER 
DOCUMENTS, INSTRUMENTS OR AGREEMENTS OR REFERENCES IN SUCH OTHER 
DOCUMENTS, INSTRUMENTS OR -AGREEMENTS TO THIS LETTER OF CREDIT, THIS ' 
LETTER OF CREDIT CONTAINS. THE ENTIRE AGREEMENT AMONG THE ACCOUNT 
PARTY, BENEFICIARY AND THE ISSUER HEREUNDER RELATING TO THE OBLIGATIONS 
JF THE ISSUER HEREUNDER.

ALL DRAFTS MUST BE MARKED "DRAWN UNDER BANKERS TRUST CO. CREDIT 
NO. W-78702-S".

DRAFTS AND ACCOMPANYING DOCUMENTS MUST BE PRESENTED TO THE DRAWEE 
NOT LATER THAN JUNE 30, 1984.

WE HEREBY AGREE WITH YOU THAT DRAFTS DRAWN UNDER AND IN COMPLIANCE 
WITH THE TERMS OF THIS CREDIT SHALL BE DULY HONORED ON DUE PRESENTATION 
TO THE DRAWEE.

VERY TRULY YOURS

AUTHORIZED SIGNATURE

Thi> rredli/advice i* lubject 10 iht Uniform Cuttoma tad 
Prarticr lor Documentary Credit, (1974 Revision), Inter, 
national Chamber nI Commerce Publication No. 290.

913H4 mac i.azi so-nnc
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LETTER OP CREDIT DIVISION £

AO VICE OF AMENDMENT 
OUR CREDIT VO. *787023

1 RANKERS TRUST PLAZA • HEW YORK

NEw YORK, APRIL 17# 198«

MAIUNQ ADORERS:
P.O. IOX 311 • CHURCH IT. STA. 
NEW YORK. N.Y. 13M;

® m f*: (J T E • • • • • • • • • • • • •

BENEFICIARY:

THIS CO "F I <<••'.£ OUR CABLE. OF

  H  ( ■ ■   : i
/ r  'X j J j  APPLICANT!

CO-^ISSTONER OF NATURAL RESOURCES 
STATE CP ALASKA 
S0 JC-: «
JJ-JEA:J. ALASKA 99611

GOLDEN VALLEY ELECTRIC 
ASSN. (GVEA)
P. 0 . BOX 12^9 
FAIRBANKS# ALASKA 99701

AD VISITS BA-.Kt

RtCfcl VtD

5EMLEv€«4i . ..*1,'
THIS CREOIT Hi3 BEEN AMENDED AS F-OLlO'iS.

— ‘ P 6 1984

DIVISION Of OIL & RAS 
ANCHOPV:?. ALAS'A

IN REFERENCE TO ITEM 28 THAT PART REAiU-3! "i.w ..AN OFFICER OF MAPCO 
»£TROLEi;v T. C. (OF ALASKA)..." NO-v To READ .AN OFFICER OF MAPCO 
PETROLEUM Iv c . (ALASKA).

I N  REFERENCE TO ITE” 2D AFTER R. . .  BY THE STATE OF GVEA"- ADO "AND
M&PUQ PETROLE’.."' T- C. (ALASKA) "

*DRuPTS ‘•<UST BE PRESENTED TO THE DRAWEE >-'>T LATER THAN JUNE 30, 1985*.

ALL OTWPR TPRV8 A*:{*• CONDITIO *S AS PREVIOUSLY ADVISED REMAIN UNCHANGED.
I

IMMEDIATE NOTIFICATION MUST BE GIVEN TO US IF THIS AMENDMENT IS NOT 
ACCEPTED.

TRULY YOUR

. J L

U T H O R I 2 E 0  S I G N A T U R E 1

I * • 1 )

•0703 (ABC 10/11) 350/CTN
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December 28, 1984

J
;. Alaska Department of Natural Resources 
Attn: Ms. Kay Brovm, Director

. ^Division of Oil & Gas 
,#Pouch 7-034 
•^Anchorage, Alaska 99510

.-..Dear Ms. Brown:

dtr
..̂ In response to your December 7 notice, we offer herewith our comment on the 
.yjproposed royalty oil sale to Golden Valley Electric Association (GVEA). The 
■•^purpose of our remarks is not to discourage the awarding of a contract which 
^will benefit consumers of electric power in Fairbanks; but rather to suggest 
improvements in the clarity an?. definition of the agreements which would better 

•^assure that indeed it will be ';he consumers who benefit from the royalty oil 
•^sale.

•d*s '
tit is clear that GVEA cannot employ the crude oil directly in its power genera­
t i o n  facilities and therefore r..ist rely on Mapco's adjacent refinery to process 
jthe crude, extracting a gas oil- fraction which GVEA can use. Therefore, it is 
^'incumbent upon the State to asrure that such processing and extraction results 

• the maximum benefit to GVEA rather than a windfall to Mapco. This is par­
ti c u l a r l y  important since the Commissioner's Preliminary Findings state (on 
ipage 7) that:

:Tat
AL*

%
"No profits accrue to persons who are not both residing in 
Alaska and utilizing the GVEA services in-state."

•^Before addressing the question "Who benefits?", we should like to turn briefly 
T o  the situation referred to in Paragraph 2.11 of thd Agreement where GVEA 
would utilize directly the crude, oil sold thereunder. We believe that the 
‘.words "prompt conversion of Purr-.haser's generating units" may be misleading.
.There are a number of substantial problems which do not lend themselves to 
promptness, the least of which is the REA financing. Design of the ‘facilities, 
ordering and delivery of materials, and construction are time-consuming. Far 

more difficult to resolve promp’-ly, however, are the approval and permitting 

required by regulatory agencies to construct and operate facilities which would 
b u m  unprocessed crude oil with low flash point and high sulfur content. We 
believe that the facility conversion referred to in the Agreement represents 
a project which can be complete.' at best in many months to several years, and 
at worst, never. Furthermore, the cost of such conversion, together with interest 
cost of the financing, could eliminate any cost advantage of burning crude oil 
's burning coal.

Tesoro Pilreleum Corporation, 8700 Tt-soro O w e ;  San Antonio. Texas 78286. (5121 R?R.n.iR*



A l a s k a  D e p t ,  o f  N a t u r a l  R e s o u r c e s  
D i v i s i o n  o f  O i l  & Gas 
D ecem b er  2 8 ,  1 9 8 4  
P a g e  2

i jg  T u r n i n g  now t o  t h e  q u e s t i o n  o f  who b e n e f i t s  f r o m  t h i s  s a l e  o f  r o y a l t y  o i l  t o  
'•jjj GVEA, we n o t e  on  p a g e  4 o f  t h e  P r e l i m i n a r y  F i n d i n g s  t h a t  t h e  " b e n e f i t "  t o  t h e  
4  c o n s u m e r s  w i l l  b e  a b o u t  $ 0 . 0 0 0 9 5 /k w h  a n d  t h a t  t h e  b e n e f i t  r e s u l t s  e n t i r e l j r  
•Ki f r o m  a  " d i s c o u n t "  w h ic h  Mapco g i v e s  GVEA on  t h e  p r i c e  o f  t h e  g a s  o i l  e x t r a c t e d  
• g . f r o m  t h e  r o y a l t y  c r u d e .

I t  i s  u n c l e a r  j u s t  w h a t  t h i s  d i s c o u n t  i s  —  a  d i s c o u n t  b e l o w  w h a t?  P a r a g r a p h  
2 . 1 1  o f  t h e  A g r e e m e n t  r e f e r s  t o  i t  a s  a  " l o w e r  r e f i n i n g  c h a r g e "  b u t  d o e s  n o t  
i n d i c a t e  l o w e r  t h a n  w h a t?  T he  P r e l i m i n a r y  . F i n d i n g s  s h e d  some l i g h t  o n  t h e  
q u e s t i o n ,  P a r a g r a p h  IV ,  p a g e  3 ,  w h e r e  i t  s t a t e s  t h a t  t h e  Mapco/GVEA a g r e e m e n t  
p r o v i d e s  f u e l  " a t  a  p r i c e  l o w e r  t h a n  w h a t  GVEA w o u ld  p a y  o t h e r w i s e . "  We c o n ­
c l u d e  t h a t  GVEA g e t s  a  l o w e r - p r i c e d  g a s  o i l  f r o m  Mapco when M apco b u y s  GVEA's 
r o y a l t y  o i l  t h a n  when Mapco b u y s  i t s  r o y a l t y  o i l  f ro m  o t h e r  s o u r c e s . >

; *

i
f

I f  t h a t  i s  t h e  c o r r e c t  c o n c l u s i o n ,  t h e  o b v i o u s  q u e s t i o n  i s :  Why d o e s  Mapco
g i v e  GVEA t h e  d i s c o u n t ?  One e x p l a n a t i o n  m i g h t  b e  t h a t  Mapco p a y s  l e s s  f o r  GVEA's 
c r u d e  t h a n  f o r  c r u d e  a c q u i r e d  f r ^ m  o t h e r s .  H o w e v e r ,  we b e l i e v e  t h a t  s u c h  i s  n o t  
t h e  c a s e .  T h e  p r i c e  w h i c h  Mapco p a y s  t h e  S t a t e  f o r  i t s  l o n g - t e r m  r o y a l t y  . o i l  i s  
w i t h i n  p e n n i e s  o f  t h e  p r i c e  w h i c h  GVEA p a y s  t h e  S t a t e  ( a n d  a s s i g n s  t o  M a p c o ) . 
T h e r e f o r e ,  i f  M a p c o 's  c o s t s  a r e  e s s e n t i a l l y  t h e  same w hen r u n n i n g  i t s  own 
r o y a l t y  c r u d e  a n d  w hen r u n n i n g  GVEA's r o y a l t y  c r u d e ,  how i s  t h e  " d i s c o u n t "  j u s ­
t i f i e d ?  Or o n e  c o u l d  a s k :  how i s  M a p c o 's  u n d i s c o u n t e d  p r i c e  t o  GVEA j u s t i f i e d ?
O r how i s  t h e  a m o u n t  o f  t h e  d i s c o u n t  d e t e r m i n e d ?

N o t h i n g  i n  t h e  P r e l i m i n a r y  F i n d i n g s  o r  t h e  A g re e m e n t  s p e a k s  t o  t h e  a m o u n t  o f  t h e  
d i s c o u n t ,  a l t h o u g h  t h i s  a m o u n t  i s  t h e  h e a r t  o f  t h e  j u s t i f i c a t i o n  f o r  t h e  r o y a l t y  
o i l  s a l e .  R e f e r e n c e  i s  m ade i n  t h e  P r e l i m i n a r y  F i n d i n g s  t h a t :

" M a p c o ’ s  d i s c o u n t  t o  GVEA w o u ld  r e d u c e  GVEA's a v e r a g e  p o w e r  
g e n e r a t i o n  c o s t  b y  a b : u t  $ 0 . 0 0 0 9 5 / k w h . "

T h i s  h a r d l y  s e e m s  t o  b e  a  b o n a n z a  f o r  t h e  e l e c t r i c  p o w e r  c o n s u m e r .  A t y p i c a l  
r e s i d e n t i a l  u s e r  o n  GVEA's s y s t e m  p a y s  a b o u t  $ 0 . 0 9 /k w h ;  s o  t h e  c o s t  s a v i n g  r e ­
s u l t i n g  f r o m  t h e  Mapco d i s c o u n t  a m o u n t s  t o  a b o u t  I I  o f  t h e  p r i c e  w h i c h  t h e  
c o n s u m e r  p a y s  f o r  h i s  e l e c t r i c i t y .

We s u g g e s t  t h a t  t h e r e  may b e  s e v e r a l  a l t e r n a t i v e s  a v a i l a b l e  t o  GVEA w h ic h  a r e  
m o r e  b e n e f i c i a l  t o  c o n s u m e r s  t h a n  a  " d i s c o u n t "  o n  12% o f  t h e  c r u d e  b a r r e l .  
T h e r e  a r e  o p t i o n s  w h ic h  c o u l d  r e s u l t  i n  GVEA's u t i l i z a t i o n  o f  s u b s t a n t i a l l y  
m o re  t h a n  12% o f  t h e  c r u d e ,  a t  l o w e r  c o s t  t o  GVEA t h a n  t h a t  o f  c o n v e n t i o n a l  
r e f i n e r y  f r a c t i o n a t i o n .  We w i l l  b e  h a p p y  t o  d i s c u s s  s u c h  o p t i o n s  w i t h  y o u  a t  
y o u r  c o n v e n i e n c e .

■ • tv



A l a s k a  D e p t ,  o f  N a t u r a l  R e s o u r c e s  
D i v i s i o n  o f  O i l  & Gas 
D ecem b er  2 8 ,  1984 
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I n  sum m ary , s i n c e  GVEA c a n n o t  u s e  t h e  c r u d e  o i l  t o  g e n e r a t e  p o w e r ,  t h e  S t a t e ' s  
p r o p o s e d  s a l e  o f  r o y a l t y  oi.! i s  r e a l l y  a  s a l e  t o  M ap co ,  c o n t i n g e n t  u p o n  M a p c o 's  
a g r e e m e n t  t o  s e l l  t o  GVEA t h e  g a s  o i l  w h ic h  i s  e x t r a c t e d  f r o m  t h e  c r u d e ;  a n d  
c o n t i n g e n t  u p o n  M a p c o 's  s e l l i n g  t h e  g a s  o i l  a t  som e u n s p e c i f i e d  " d i s c o u n t "  b e l o w  
some u n s p e c i f i e d  p r i c e  l e v e l .  V iew ed  i n  t h i s  c o n t e x t ,  a n d  r e c o g n i z i n g  t h a t  
GVEA may h a v e  o t h e r  a v a i l a b l e  o p t i o n s  w h ic h  w i l l  y i e l d  g r e a t e r  b e n e f i t s  f ro m  
t h e  S t a t e  r o y a l t y  o i l ,  we s u g g e s t  t h a t  t h e  a w a r d i n g  o f  a  l o n g - t e r m  c r u d e  c o n t r a c t  
t o  GVEA b e  d e f e r r e d  u n t i l  t h e  S t a t e  i s  s a t i s f i e d  t h a t  t h e  r o y a l t y  o i l  b e i n g  com­
m i t t e d  t o  GVEA i s  i n d e e d  b e i n g  e m p lo y e d  i n  t h e  b « . s t  i n t e r e s t s  o f  t h e  GVEA c o n s u m e r  
a n d  t h a t  GVEA's c u r r e n t  n e e d s  b e  s a t i s f i e d  b y  s h o r t - t e r m  c o m m itm e n ts  n o t  e x c e e d i n g  
tw o y e a r s .

V e ry  t r u l y  y o u r s ,

/

EAC/ral
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March 27, 1985

Representative Mike Davis MAR 2 0 RECO
Chairman
House Speciar Committee on Oil and Gas 
Pouch V
Juneau, Alaska 99811 

Dear Representative Davis:

Your committee has inquired about the options to which our 
client, Tesoro Alaska petroleum Company, referred ir, its December 
28, 1984 letter to the Department of Natural Resources, regarding 
the GVEA royalty oil contract being considered by your committee.

Since that time, at DNR1s suggestion, we have met with 
representatives of GVEA and have discussed the alternatives we 
had in mind. We suggested that in order to utilize more 
effectively the State royalty oil, GVEA might construct adjacent 
to its North Pole generating station a crude oil extraction unit 
from which turbine fuel could be produced, perhaps in quantities 
greater than that provided from Mapco’s processing agreement.

Energy-efficient design might utilize waste heat from GVEA's 
turbines, and operating costs might be minimized through the use 
of common maintenance and management personnel. The unused 
portion of the crude could be returned to the pipeline in return 
for which GVEA - or the State - would receive crude oil at 
Valdez.

After consideration of our suggestions, GVEA told us that 
investment of capital resources in such facilities was not in 
accordance with its management policy.

Very truly yours,

GROH, EGGERS & PRICE

Clifford J. Groh

cc: Rep. John Sund 
Rep. Sam Cotten 
Rep. Mike Szymanski 
Rep. Pat Pourchot 
Rep. Marco Pignalberi 
Rep. Andre Marrou
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. A L A S K A  STA TE  L E G IS L A T U R E  
H O U S E  O F  R E P R E S E N T A T IV E S  

R E S E A R C H  A G E N C Y

Hay 19, 1983

MEMORANDUM

TO: Representative JohnCpwdery

FROM: David Teal I & - I
Research S ta ff

RE: MAPCO Contract fo r Alaska Royalty Oil
Research Request 83-158

You asked th is agency to review the contract fo r the sale of State 
roya lty o il to the North Pole Refinery (MAPCO) and to describe s ig n if i ­
cant de ta ils of the contract, pa rticu la rly as th°y d if fe r from pro­
visions of the proposed Tesoro and Chevron concru.ts. This memorandum 
responds to your request.

The contract in question was o rig ina lly with the Earth Resources Company 
of Alaska, who operated the North Pole re finery u n til i t  was sold to / ' 
MAPCd''in 1 9 8 1 The contract was approved by the Legislature in May of 
1978. I t  provides royalty o il from the Prudhoe Bay Unit to the North 
Pole re finery through"the year 2003. Some specific provisions of the 
contract are discussed below.

Quantity of Oil

The contract specifies that no~mo're-Tfiah"' 15^‘percent of the State's 
share o f.o il from the Prudhoe Bay leases is to be sold to MAPCO. Note, 
however, tha t 15 percent of current;-.production levels is abou t28,GOO* 
barrels per .day" while MAPCO-IstactuallyTreceiving about 35,000* barrel s' 
of roya lty o il per day. This apparent discrepancy can be explained by 
a careful reading of_.sections 2.1.1 through 2.1.3. Section 2.1.1 allows 
MAPCO' to ; nominate'r-additional •f,61l*:.fr.Sm?the. Prudhoe' Bay.:!eases^as'.long 
• as*"“such-̂ oil?5si««'unob1‘i'gated‘ and ava ilab le ." Section 2.1.3 lim its the 
to ta l amount of o il supplied by the State under.'this contract .to -35,000 
barrels-per..'day; In addition, section 2.1.2 of the contract gives 
MAPCO an option on royally o il from other leases (including future 
discoveries) so that the refinery can nominate up to 35,000 barrels of 
o il per day through 2003:
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The North Pole refinery is not only purchasing the fu ll 15 percent
share of Prudhoe Bay o il to which i t  is en title d , but is also exercizing
its  option to purchase an additional 7,000 barrels per day to bring
its  to ta l ‘'purchase”±S^the^contractual.:>cei.lj.ng'.-.of -35,000;!barrels per •
day. According to the contract," North Pole couldvnominate^'asjzl.1 t t le  __
as;5j000.v.barre]s *per;day; without paying' a^penal t y “ or-.-endangering the a ' c /^z
contract. The" continued ' high level of nomination is probably due to
a combination of uncertainty in o il markets anci the 7-month lag from
date of no tific a tio n of a change in volume to implementation o f that
change.

T HeSf i x eciTv o 1 ume7 d boy .1 s i on; (35,000 ba rre l svpe rjday) ..in. the J1APC0. contract 
xbuld^llow .-theiiNo^thlPole. refinery .to-c la im .nearly half.Jbf:.~all i-S.tate 
royal ty  ̂i l ^ b y  j£003,":When the-contract'term inates. (Unless additional 
discoveries are made, the State's share of crude o il is expected to 
dec13ne^ofabqu tjc75,000-;:barrels .per^day^in?.the=-year..2000.*:) The proposed 
Tesoro and Chevron contracts specify a proportion o f Prudhoe Bay roya lty 
o il (13.867 percent and 9.6 percent, respectively) so that the amount 
o f o il delivered to them would decline as production from Prudhoe Bay 
declines.

Price of Oil

As you know, the proposed Tesoro and Chevron contracts ca ll fo r a 30$ 
per barrel premium over the in-value price of o i l . North Pole does 
not pay a premium fo r royalty o i l , but i t  does pay the "E xh ib it Bu 
price , which is about 50$ per barrel above the average in-value 
p ric e .1 The price d iffe re n tia l is due to d iffe re n t ways o f making the 
price of roya lty o il subject to resolution o f the Almerada Hess l i t ig a ­
tio n . The MAPCO contract specifies that the Exhib it B price w i l l be 
paid, with the d iffe re n tia l refunded i f  the State loses the case. The 
Tesoro and Chevron contracts specify that the average in-value price 
w ill be paid, with additional payments to be made i f  the State 's 
arguments preva il.

^h e Exhibit B price fo r a hypothetical Company X is defined as the 
higher of 1) the average price received by a ll producers including 
Company X and 2) the average price received by al 1 producers except 
Company X.



Representative Cowdery
May 19, 1983
Page 3

Residual Oil

One of the more controversial aspects of the MAPCO contract is the 
disposition of residual o i l . The North Pole re fine ry currently re in ­
je c ts its  residual o il in to the pipeline. North Pole pays a fee for 
degradation of the v i i j in  crude in the line and reclaims the o il at 
Valdez, where i t  is indistinguishable from any other o il that comes 
through the pipeline. S^ionr274-^frthe-^con trhct-;gave j^he—Statevan 
optlonTrbri^helT'esTduaUdiJ-^ But the'6ption~exp1.red :(unused)~on:3eptember 
1^1978. The Tesoro and Chevron contracts would give the State an 
option on the residual o il fo r the l i f e  of the contracts.

Other Provisions

The 25-year term of the MAPCO contract, the lack of a premium over the 
in-value price , the op tion on future reserves, and th e lack of a claim 
on residual o il have been" discussed above. Other points of in te rest 
are b r ie f ly  discussed below.

• The contract fSaSCŝ to>Limpoŝ >?lrPstate^processing-reqiii rement-s.? 
The proposed Tesoro and Chevron contracts speci fy that a l1 
roya lty o il must be processed in -s ta te and that 32 percent 
and 34.44 percent, respectively, of royalty o il must be refined 
in to usable products.

• The contract fa?TsI[^o^restric fr^exports ' of the petroleum pro­
ducts. The proposed Tesoro and Chevron contracts specify that 
the refiners must use th e ir best e ffo rts to market a ll royalty 
o il products in Alaska and require the purchasers to submit 
reports on performance. The MAPCO contract merely^states^-that 
the^refinery5Wtt<l?rnoti fy :.‘the-Commi ssioner./ of :the .-.Department-pf 
NatuT’al^Resource's'Jif' products'-are exportedr-

• The contract does not' impose a reservation fee i f  North Pole 
elects to claim less than the maximum quantity allowed by the 
contract. The proposed Tesoro and Chevron contracts specify 
tha t the purchaser shall pay a fee of .75 percent of the pur­
chase price (about 15{ per barrel at current prices) fo r each 
barrel difference between the maximum quantity and the quantity 
actua lly nominated.

• The contract has a much weaker?r.secur1ty~ agreement* than the 
proposed Tesoro and Chevron contracts. MAPCO is required to 
grant a security in te res t in a ll o il delivered or to provide 
security- in the form of a b'ond.' Under the proposed contracts, 
Tesoro and Chevron must furnish an irrevocable le tte r-q f- .c re d it^ 
tha t can be ' drawn upon by un ila te ra l action of the State.”
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• The contract does not include a provision on disagreements. 
Section 23 of the proposed Tesoro and Chevron contracts says 
tha t, in the event o f disagreement over the meaning or applica­
tion of terms or conditions of the contract, the purchaser 
shall agree to accept the findings of the Commissioner o f 
Natural Resources unless there is clear evidence fo r a contrary 
in te rp re ta tion .

The conclusion of our review of the MAPCO contract is that i t  has 
s ign ifican t disadvantages (to the State) re la tive to the proposed 
Tesoro and Chevron contracts. In addition to the differences lis te d 
in th is section, the term?of the MAPCO contract is longej?, the pnTd'e'’ 
the State obtains for its  roya lty o il is.'lower, i t  gives options on 
futTTrel^TlTwdlscoyenes, and 1t gives the State no option on the residual' 
product of the refinery. ThereTSIs.^someposSibi 1 ty" • thatsvthese^pro- 
visHorisTcoul 'd%rbegirenogotiated?~,j fo. thee North” -’ Pol e re f i riery-C w'i shed^to 
expand -andlZi f-.^ad di't'i onal.~f.sii ppl i 'e s r o f f royal ty  o il *" We re ~req ui re d itta  
sUppo r t l f t h a ti-ex pa"ns i on*

I hope th is review of the MAPCO contract is useful in your deliberation 
of the proposed contracts fo r roya lty o i l . I f  you have additional 
informa ion requests, please contact the agency.

★ ★

DT
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8Y DIRECTGR, DIVISION OF OIL 4 GAS ’

TO HOUSE RESOURCES COMMITTEE 4 HOUSE SPECIAL COWITTEE ON OIL 4 GAS

ON HQ 287

ROYALTY OIL CONTRACT WITH GOLDEN VALLY ELECTRIC ASSOCIATION

MARCH 20, 1585

Thank you Mr» Chairman. For the record, I’m Kay Brown, Director of the 

Division of Oil and Gas for the Alaska Department of Natural Resources. 

With me is Assistant Attorney General Steve Porter. I appreciate this 

opportunity to discuss the proposed long-term royalty oil contract with 

the Golden Valley Electric Association, also known as GVEA.

Contract Terms

The proposed contract would sell about 2 .6 % of the state's daily royalty 

oil from Prudhoe Bay Unit —  currently about 5,000 barrels a day —  to 

GVEA for 10 years.

The contract price is the monthly volume weighted average of the 

producers' current reported netback prices, plus field costs, plus 

adjustments for the final outcome of the Amerada

Hess litigation, plus a 30d premium, with a price reopener in Duly 1587 

and every two years thereafter.

I would refer the committee to the one-page- sheet of background 

information we have provided on SB 232/HB 287, which summarizes the major



Background

Golden Valley Electric Association is a cooperative which generates 

electricity for sale to its members. It uses a variety of fuels to 

generate the electricity, including turbine fuel. Some of the turbine 

fuel GVEA purchases is refined directly from royalty oil purchased unaer 

the cooperative's present state contract. GVEA purchases adGiticnal 

turbine fuel directly from the Mapco refinery.

Under its present and. former state royalty ail contracts, GVEA assigns the 

royalty oil to Mapco, which ptocesses the oil at its North Pole Refinery 

and sells Golden Valley turbine fuel at a discount. The aiscounc on those 

purchases amounts to about $550,000 annually in savings to GVEA. V/hen 

measured from the consumer's perspective, this discount translates to a 

savings .of about 1.555 on the average consumer bill.

History of GVEA Sales and Negotiations

I would like to briefly give the committee some history on the state's 

royalty oil sales with Golden Valley Electric Association. The first . 

contract with Golden Valley was signed in April 1577, shortly after 

establishnent of the Royalty Oil and Gas Development Advisory Board and 

the adoption of new statutory procedures governing royalty oil sales. 

Golden Valley did not commence taking unaer the contract until June 1581,
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That contract expired in June 1984.

In November 1982, well in advance of the expiration of Golden Valley's 

original contract, GVEA requested a 10-year extension of the contract. No 

action was taken by the outgoing administration in 1582, ana the new 

administration began negotiations with Golden Valley in March 1585. In 

November 1583, the department published a public notice of its intention 

to adopt a new contract with Golden Valley. The royalty board reviewed 

the contract in Oecsnber 1583, and that review revealeo specific concerns' 

by both the public and the board members with respect to the state's 

option on residual oil and the relationship between Mapco ana GVEA. In 

view of those restirvaticns and the limited time for further negotiation, 

the long-term GVEA contract 'was not presented for legislative approval in 

1584. Instead, an interim contract not requiring legislative approval was 

put into effect pending contract revisions responsive to the issues raised 

at the meeting of December 7, 1583. That interim contract expires June 

30, 1585.

Intermittent negotiations were held on the proposed long-term contract 

during 1984. We had plannee :o complete negotiations so that approval 

legislation far the long-term contract could be introduced on the first 

day of the 1585 session.

Our timeline called for a preliminary contract and findings to be 

completed and a preliminary notice to be published in early October 1584. 

The final contract and findings were to be available November 16, 1584, 

Royalty Board review was scheduled for December 7, 1984, and approval



legislation was to be introduced an tbe first day of tbe session. Cue to 

denomination deadlines, it was apparent to all the parties that if 

legislative approval did not occur by March 25, 1585, oil deliveries would 

have to be interrupted.

During September 1584, I informed Golden Valley and Mapco of the time 

pressure under this timeline, and had numerous negotiation sessions with 

representatives of both Golden Valley and Mapcn. Draft agreements were 

exchanged, and we believed that agreement had been reached in early 

October 1584, However, at the conclusion of a negotiation session on 

October 5, 1584, Bert Siarp of Golden Valley stated his severe 

reservations about Golden Valley's liability for retroactive adjustments 

to the royalty oil price baseTi on the- Aneraoa Hess litigation. His 

primary objection was that as a regulated public utility, Golcen Valley 

cculd only pass on to its customers retroactive adjustments for a one-year 

period. Anerada Hess adjustments for purchases older than one year cculd 

not be passed on to Golden Valley's customers, and would cause Golden 

Valley severe financial difficulty. Mr. Sharp proposed that ..the state 

charge an increased price premium but that it waive Anerada Hess 

adjustments. This price term offer was unacceptable to the state, and we 

suggested contract terms that would require Mapco to pay the Anerada Hess 

adjustments.

Negotiations‘stalled for almost two months at this deadlock. However, on 

November 23, 1584, I wrote to Bert Snarp and stated that an agreement 

among the state, Golden Valley and Mapco looked unlikely. I suggested 

commencing negotiations towards a contract between Golcen Valley and the

a



state, without any assignment of the oil to Mapco. Negotiations resumea 

immediately, and on November 23, 1384, an agreement was reacnea on the 

terms now found in the proposed long-term contract. We immeaiateiy 

prepared findings and a final contract, and workea to get the contract 

before the royalty board and the legislature as soon as possible.

However, due to the negotiation stalemate, legislation approving the 

long-term contract could not even be introouced in the legislature until 

mid-March 1385.

Unless a new contract with Golden Valley is approved prior to March 23, 

.1385, - or unless the present contract is extenaed - we-will aencminate 

the oil and return it to in-value. CSSB 152 wcula give the commissioner 

the authority to extend the“existing Golden Valley contract for up to 

three months to avoid a lapse in taking by GVEA during the summer of 1385.

I want to briefly discuss two concerns that have been raised with the 

contract that were originally identified at the royalty board meeting of 

Cecember 1385.

Consumer Benefits

The sale is premised on providing benefits to Alaska consumers. These • 

consumer benefits depend on GVEA's assignment agreement with Mapco, which 

provides turbine fuel at a price lower than what GVEA would otherwise 

pay. Under GVEA's current contract, the state is unable to.-enfoice the 

degree of advantage afforded to GVEA since that agreement is between GVEA 

and Mapco only.



Exhibit A to the new contract is a three-party agreement signed by the 

state, GVEA and Mapco. Exhibit A recognizes existing agreements between. 

GVEA .and Mapco. In Exhibit A, the state consents to those agreements so; 

long as they are not modified to reduce the benefits to GVEA's consumers. 

The state retains the option to terminate the contract should the 

relationship between GVEA and Mapco change materially.

Thus, the modest consumer benefit that I described earlier will continue 

over the life of the contract, or the state will have the option to cancel 

the contract.

Return Oil

A second issue of concern involves the return oil provision of the 

contract. The Mapco refinery, because of its location near the Trans 

Alaska Pipeline, is able to reinject the heavy and lightest ends of the 

barrel which are not converted into products back into the pipeline. This' 

so-called "return oil" then -“emerges as whole oil at Valcez, with Mapco 

paying a $.10 per degree quality bank differential penalty.

We did negotiate an option to purchase the return oil into the new GVEA 

contract. However, although the option to purchase return oil is embodied 

in Section 3.4 of the new GVEA contract, the state has agreed in Exhibit A 

that we will not exercise that option in return for Mapco paying Aneraoa. 

Hess adjustments on the portion of the royalty oil that is converted into 

turbine fuel used by GVEA.



As I mentioned a moment ago, the negotiations were deadlocked for several 

months, and foregoing the return oil option was a concession we mace to 

break the deadlock.

Refinery Profits .

Another issue of concern raised by legislators auring consideration of the; 

three-month extension bill, CSSB 152, involves the amount of profits mace1, 

by Mapco off of the Golden Valley contract.

For a number of reasons, it is difficult to calculate the profitability of
Of

a refinery based on information in the public record. Although the 

Department of Natural Resources has access to seme confidential 

information provided by Mapco, we are obligated to hold this information 

confidential under AS 38.05.035 at Mapco's request. However, considering 

those constraints, we have attempted to provide some general information 

about refining profits.

•••

Mapco's refining profits were examined in the February 1583 report 

entitled Alaska Petroleum Product Pricing prepared for the Senate 

Resources Committee. That document was authored by Messers. Pernela anc 

Delong, both of whom are former employees of North Pole Refining. As can 

be seen in the report and the responses of Mapco and Tesoro to that 

document, the profitability of a refiner is nearly impossible to infer 

without access to certain cost data which is normally held confidential. 

This has proven true even though the authors, as former employees of
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Mapco, may have had access to such data. This information gap largely 

accounts for the difference in the return to investment calculated in the 

report - 46% - and Mapco's statea return to investment of 15% to 17% (see 

Mapco's letter to Sen. Fahrenkamp of April 8, 1585).

Like most refiners, Mapco does not make available to the public separate 

accounts of its various operations such as the North Pole refinery. While 

Mapco's overall profitability is stated in its annual reports, the profits 

of a particular refinery cannot be deouced frcm those reports. The 

operating costs of a refinery are not normally available to the public 

since such knowledge would be of considerable advantage to a competitor.

For this reason Messers. Pernela and Celong were forced to rely on a 

variety of unsatisfactory proxy figures which included the original cost 

of the North Pole refinery, a supposed cost of capital, ano the aajustsd 

operating costs of refiners in the continental United States, among other 

things. These shortcomings enabled Mapco to handily rebut the report by 

mentioning such items as investment which occurred after the initial 

construction, interest during construction, the original investment risk, 

the irrelevance of operating costs in other parts of the U.S. and the 

vagaries of the federal crude oil entitlement program, which was i -ffect 

over part of the study period.

Although Mapco's apparent markup cam be found by comparing- their wholesale 

prices with the aquisition cost of crude oil, a net profit per barrel 

cannot be arrived at without knowing all the capital ana operating costs 

of the refinery as well as the method of amortization. Mapco has not



volunteered this information to date. 

Summary

In summary, Mr. Chairman, this contract is intended to provide a modest 

amount of consumer benefit to the Alaska citizens living in the Interior 

and served by the Golden Valley Electric Assiciation cooperative, and also 

to provide the state with a market price, for the royalty oil. I believe 

that the state's interest is served by pursuing this alternative, compared 

to the alternative of not making a sale and leaving the ail in-value. It . 

could be argued that this contract does not maximize the value of royalty 

oil relative to what could be obtained by selling the oil competitively. 

However, the statutes do notrrequire competitive sales ana, in fact, the 

statutes clearly contemplate negotiated sales that provide ancillary 

benefits from using the royalty oil within the State of Alaska. I think 

you could view this contract as maintaining the status quo between the 

in-state refiners, as it does not increase Mapco's benefit relative to the 

present situation. In fact, Mapco's benefit is slightly decreased unaer 

the new GVEA contract.

Mr. Chairman, I believe this contract complies with all requirements of 

the statute and the regulations, and that it is consistent with the 

state's policy of obtaining market value for its royalty oil.

For these reasons, the administration supports the contract ana-"we urge 

your approval of f-a 287.

Sam Murray, a petroleum economist on my staff, is stanaing by in Anchorage

4
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to assist us with answering any questions the committee may have, 

concludes my formal remarks, Mr.•Chairman. Thank you.

That

1623K



TESTIMONY BY DIRECTOR, DIVISION OF OIL AND GAS
TO HOUSE RESOURCES COMMITTEE AND 

HOUSE SPECIAL COMMITTEE ON OIL AND GAS 
ON HOUSE BILL 287

ROYALTY OIL CONTRACT WITH 
GOLDEN VALLEY ELECTRIC ASSOCIATION

March 21, 1985

Thank you Mr. Chairman. For the record, I'm Kay Brown, Director 

of the Division of Oil and Gas for the Alaska Department of 

Natural Resources.

Several issues and questions were raised at the. hearing yesterday, 

and I'd like to provide the committee with some additional 

information on those points.

Many of i the questions at the hearing yesterday centered on the 

benefits to be derived from the proposed contract —  what those 

benefits are and who receives them. Three parties would receive 

benefits —  the State, GVEA, and Mapco.

I'd like to briefly summarize those benefits as we perceive them, 

Mr, Chairman.

Benefits to the State of Alaska

The benefits to the State are described in our final finding of. 

January 16, 1985, Under the statutes governing royalty oil and 

gas sales, the commissioner is obligated to maximize benefits to 

the citizens in a negotiated sale,
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The price received is a benefit to the State, The State will 

receive a 30$ premium above in-value, which makes this sale 

roughly equivalent to the Tesoro and Chevron royalty oil contracts 

approved b y ’the Legislature last session, There is no price 

subsidy to GVEA, and to the extent that Mapco gets the oil, it 

pays more for this oil than it does for the oil it buys directly 

•from the State,

Other benefits to the State are explained in detail in the final 

findings, but they include cheaper electricicy rates for Fairbanks 

consumers, a dependable electricity supply, and.protection of 

existing investments in the North Pole refinery and the utility's 

turbines,

i •
\

Benefits to GVEA

GVEA's benefits come not from a reduced sale price, but from the 

reduced turbine fuel price Mapco gives GVEA on the turbine fuel 

Mapco produces from GVEA's royalty oil,

GVEA's benefit can be calculated by comparing two prices, Those 

prices are Mapco's general turbine fuel price to GVEA (which 

covers roughly half of GVEA's turbine fuel needs) and Mapco's 

reduced price to GVEA for turbine fuel processed from GVEA's 

royalty oil (which covers the other half of GVEA's turbine fuel 

needs), Specifically, the 1980 Petroleum Products Agreement

P - __________________________________



between GVEA and Mapco generally obligates Mapco to sell turbine 

fuel to GVEA at a price of Mapco's acquisition cost plus a 

processing fee; Mapco has requested that we keep that exact 

processing fee confidential, A second 1980 agreement between GVEA 

and Mapco obligates Mapco to sell GVEA turbine fuel processed from 

GVEA's royalty oil at a reduced processing fee, Mapco has also 

requested that we keep that exact fee confidential,

Although the exact processing fees charged by Mapco are 

confidential, GVEA manager Bert Sharp testified yesterday that the 

difference is between 5 and 6 cents a gallon. Multiplying that 

savings by 42 gallons per barrel, by 625 barrels per day, and by 

365 days per year, GVEA achieves a yearly savings of between 

$479,000 and $575,000, In our final sale findings, our petroleum 

economist projected an annual savings to GVEA of approximately 

$550,000,

This $550,000 yearly savings translates into a benefit to GVEA's 

•consumers of ,1446$ per kilowatt hour, (This number is obtained 

by dividing the $550,000 yearly benefit by the 380,412,000 kwh 

that GVEA produces each year,)

Benefits to Mapco

The committee's third area of concern is the amount of benefits to 

Mapco under this contract, Mapco does benefit since it gets 87,5%



of each barrel, either as non-turbine fuel products or as return 

oil,

The profitability figures for Mapco shown on the chart prepared by 

staff that you received yesterday are basically accurate,

However, the six-million dollar gross profit figure does not 

include the expenses Mapco incurs in refining the oil.

A more 'ele'.ant comparison could be made by looking at the price 

that Mapco would otherwise have to pay the producers to.obtain oil 

if it did not receive royalty oil on assignment from GVEA. For 

example, the January, 1985 Pump Station 1 in-value price is

$16.90. Thus Mapco's Pump 1 price would be $17,20. By way of

comparison, Pump 1 prices in January were reported as $18.13 for 

British .Petroleum, $17,16 for Phillips and $16,95 for'Sohio.

Thus, it is not clear that Mapco would pay less for State royalty

oil than it would for producers oil,

•A similar comparison can be made with regard to the return oil,

The value of the return oil to Mapco at Valdez would roughly be$6 ./o;
the Pump 1 price of $17.20, plus tariffs of about $G:frh . plus a 

$1,22 quality differential penalty, for a Valdez price of $24,52, 

By comparison, Valdez prices for producers oil would be $24,14 for 

BP, $23,17 for Phillips and $22,96 for Sohio, Again, this does

not appear to be a windfall for Mapco,
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To the extent that committee members feel that Mapco is getting a 

"good deal" from the State, I would suggest that the "good deal" 

does not come from this contract, Rather, Mapco's competitive 

advantage comes from Mapco's own royalty oil contract, which' 

contains terms significantly more attractive than those found in 

Alaska's other royalty oil-contracts, and from Mapco's

geographical location, which insulates it from the competition of

other refiners,

Since the information available to DNR concerning Mapco's 

profitability must by statute be held confidential, I would 

suggest that your specific questions about the relationship 

between GVEA and Mapco, and about Mapco's profits from this sale,

be'addressed to either GVEA or Mapco,i

I'd like to correct one number that I gave to the committee 

yesterday, The amount of return oil barrels from the GVEA 

contract is roughly 3,300 bpd, rather than 1,500 to 1,600 bpd,

Thank you, Mr, Chairman, That concludes my remarks.
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M E M O R A N D U M A p r i l  1 ,  1985

TO: S e n a t e  R e s o u r c e  C o m m i t t e e  M em bers

FROM: S e n a t e  R e s o u r c e  C o m m it t e e  S t a f

RE: S e n a t e  CS f o r  CS f o r  HB 273  ( R e s o u r c e s )
"An A c t  r e l a t i n g  t o  e x t r a l a t e r a l  r i g h t s  o f  f e d e r a l  l o d e  

m i n i n g  c l a i m s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "

The d o c t r i n e  o f  e x t r a l a t e r a l  r i g h t s  w as  f i r s t  c o d i f i e d  u n d e r  f e d e r a l  l a w  
i n  t h e  F e d e r a l  M i n i n g  Law o f  1 8 7 2 .  I t  p r o v i d e s  t h a t  t h e  o w n e r  o f  a  
f e d e r a l  l o d e  m i n i n g  c l a i m s  i s  e n t i t l e d  t o  f o l l o w  a  v e i n  dow nw ard  o u t s i d e  
t h e  v e r t i c a l  b o u n d a r i e s  o f  h i s  c l a i m  i f  t h e  t o p  o r  a p e x  o f  t h e  v e i n  i s  
w i t h i n  h i s  c l a i m .

The d o c t r i n e  o n l y  r e l a t e s  t o  t h e  t i t l e  t o  t h e  m i n e r a l s  c o n t a i n e d  i n  t h e  
s p e c i f i c  v e i n .  I t  d o e s  n o t  e n t i t l e  t h e  o w n e r  t o  a n y  s u r f a c e  u s e  o u t s i d e  
h i s  c l a i m ,  d o e s  n o t  r e l i e v e  t h e  o w n e r  f r o m  o b t a i n i n g  a l l  t h e  n e c e s s a r y  
p e r m i t s  r e q u i r e d  b y  l a w  b e f o r e  c o n d u c t i n g  o p e r a t i o n s ,  a n d  d o e s  n o t  a p p l y  
t o  p l a c e r  c l a i m s .

E x t r a l a t e r a l  r i g h t s  a r e  c l e a r l y  a p p l i c a b l e  t o  a l l  u p l a n d s  i n  t h e  U n i t e d  
S t a t e s ,  i n c l u d i n g  A l a s k a .  T he  l a w  i s  n o t  c l e a r ,  h o w e v e r ,  o n  w h e t h e r  t h e  
d o c t r i n e  a p p l i e s  t o  l a n d s  u n d e r n e a t h  n a v i g a b l e  w a t e r s ,  s u c h  a s  t i d e l a n d s  
a n d  s u b m e r g e d  l a n d s .

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

The p r i n c i p a l  a r e a s  i n  t h e  S t a t e  w h i c h  w i l l  b e  a f f e c t e d  b y  t h i s  
l e g i s l a t i o n  a r e  S o u t h e a s t  a n d  P r i n c e  W i l l i a m  S o u n d ,  a l t h o u g h  t h e  
l e g i s l a t i o n  w i l l  a l s o  h a v e  some i m p a c t  on t h e  I n t e r i o r  a n d  o t h e r  r e g i o n s  
w h e r e  v e i n s  may t r e n d  u n d e r  b o d i e s  o f  n a v i g a b l e  w a t e r .

The p r o p o s e d  S e n a t e  CS w o u ld  r e p l a c e  t h e  h o u s e  b i l l ’ s  l a n g u a g e  w i t h  
w o r d i n g  f r o m  SB 237  p l u s  a n  i m m e d i a t e  e f f e c t i v e  d a t e .  SB 237  i s  a n  
e x t r a l a t e r a l  r i g h t s  c o m p a n io n  b i l l  t h a t  t h i s  c o m m i t t e e  i n t r o d u c e d  a n d  i t  
i s  b e l i e v e d  t o  p o s s e s s  s l i g h t l y  s u p e r i o r  w o r d i n g .  A l e t t e r  i n  t h i s  
p a c k e t  f r o m  L e g i s l a t i v e  C O u n s e l  s p e a k s  t o  t h i s  i s s u e .



A l s o  i n  t h i s  p a c k e t ,  I s  a  z e r o  f i s c a l  n o t e  f r o m  t h e  D e p a r t m e n t  o f  
N a t u r a l  R e s o u r c e s ;  t h e  s e c t i o n  o f  f e d e r a l  l a w  d e a l i n g  w i t h  e x t r a l a t e r a l  
r i g h t s ;  a  f i v e  p a g e  d i s c u s s i o n  o f  e x t r a l a t e r a l  r i g h t s  f u r n i s h e d  b y  
s u p p o r t e r s  o f  t h e  b i l l ;  a n d ,  t h e  r e l e v a n t  s e c t i o n  o f  a  1901 c o u r t  c a s e  
t h a t  i s  t h e  o n l y  known c o u r t  c a s e  t o  d e a l  w i t h  t h i s  i s s u e .

CS HB 2 7 3  ( R e s o u r c e s )  p a s s e d  t h e  H o u s e  t h i s  p a s t  T h u r s d a y  w i t h  f o r t y  
v o t e s .
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SUBJECT: 

TO:

FROM:

Extralateral rights 
(CSHB 273 (Resources))

Senator Arliss Sturgulewski 
Chair, Senate Resources Committee

Randall J. Moen
Legislative Counsel

Upon review of CSHB 273 (Resources) I recommend deleting 
from page 1, line 15 the following phrase: "subject to 
AS 38.05.275". This is necessary because AS 38.05.275 
applies only to mining locations made on state land and CSHB 
273 (Resources) applies only to mining locations on federal 
land.
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3 0  use § a.6
§ 2 6 .  Locators’ rights o f possession and enjoyment
The loca to rs o f a ll m in in g lo ca tion s made on an y m in e ra l ve in , 

lode, o r ledge, s itu a te d on the p u b lic  dom a in , th e ir he irs and as­
s igns , where no adverse c la im  ex is ted on the 10 th day o f M ay 1872 
so lo ng as th e y com p ly w ith  the law s o f the U n ite d States, and w ith  
S ta te , te r r i to r ia l , and loca l reg u la tio n s no t in  c o n f l ic t w i th  th e laws 
o f th e U n ite d S tates gove rn ing th e i r possessory t i t le , s h a ll have the 
exc lus ive r ig h t o f possession and en jo ym en t o f a l l th e su rfa ce in ­
c luded w ith in  the lines o f th e ir lo ca tion s , and o f a l l ve ins , lodes, and 
ledges th ro u g h o u t th e ir en tire dep th , the to p o r apex o f w h ic h lies 
in s ide o f such su rfa ce lines extended dow nw a rd v e r t ic a lly , a ltn ougn 
such ve ins , lodes, o r ledges may so fa r de pa rt fro m  a pe rp e nd ic u la r 
in  th e ir course dow nw a rd as to ex tend ou ts ide th e v e r t ic a l s ide lines 
o f such su rfa ce lo ca tion s . B u t th e i r r ig h t o f possession to such ou t- 
side pa rts o f such veins o r ledges sha ll be con fin e d to such po rtio n s 
th e re o f as lie  between v e r t ic a l planes d raw n dow nw a rd as above 
described, th ro u g h the end lines o f th e ir lo ca tio n s , so con tin ued in 
th e ir own d ire c tio n th a t such p lanes w i l l in te rs e c t such ex te r io r 
pa rts o f such ve ins o r ledges. N o th in g  in  th is  sec tio n sh a ll au tho rize 
the lo c a to r o r possessor o f a ve in o r lode w h ic h extends in its 
downwa rd course beyond the v e r t ic a l lines o f h is c la im  to en te r up­
on the su rfa ce o f a c la im  owned o r possessed by ano the r.

R.S. § 2322.

I



Purpose and Effect of Proposed 
Extralateral Rights Legislation

SUMMARY

The purpose of the proposed extralateral rights 

legislation is to clarify the law in Alaska and confirm that 

the owners of federal lode mining claims located prior to 

statehood may pursue their extralateral rights into lands under 

navigable waters which are owned by the State ("submerged 

lands"). 'The effect of the proposed legislation will be to 

remove a potential cloud on the title to many lode claims 

located prior to statehood in Alaska, thereby facilitating 

additional private investment in the exploration and 

development of such claims.

DISCUSSION

Extralateral rights are the rights granted to the

owner of a lode mining claim located under the federal mining

laws to follow and mine any vein or lode the apex of which lies 

within the surface boundaries of his claim, notwithstanding 

that the down-dip course of the vein of lode may so far depart

from the perpendicular as to extend into lands outside of and

beyond the. sidelines of his claim.



Not all federal mining claims are entitled to 

extralateral rights. Extralateral rights attach only to a lode 

deposit contained within an identifiable vein or lode structure 

having (1) a definite downward dip and (2) its apex within a 

properly located federal lode claim. Extralateral rights do 

not exist in connection with placer deposits, flat-lying lode 

deposits, or disseminated lode deposits not contained within an 

identifiable vein or lode structure.

It is important to note that the doctrine of 

extralateral rights relates only to the title to the minerals 

contained in the vein or lode structure. A claimowner who is 

entitled to extralateral rights is not entitled to use the 

surface of any lands outside his claim, nor is he relieved from 

obtaining all necessary permits required by law before 

conducting operations.

The current extralateral rights provision of the 

federal mining laws was enacted as part of the General Mining 

Law of 1872, and has been in effect for over 100 years. Even 

before this, the early mining laws and customs of England, 

Germany, France, Spain, and Mexico recognized extralateral 

rights in one form or another. Extralateral rights were also 

recognized in the miners' rules and customs adopted in 

California in the mid-1800's prior to the enactment of the 

federal mining laws. That Congress saw fit to recognize



extralateral rights when it enacted the General Mining Law of 

1872 shows that Congress believed extralateral rights to be an 

important attribute of federal lode mining claims.

For the most part, the lode claims and mines which 

have utilized the doctrine of extralateral rights have been 

situated on federal land well removed from the coastlines and 

navigable rivers of our country. This especially 'las been the 

case in the Rocky Mountain states, where hardrock mines have 

been developed entirely on uplands. The applicability of the 

doctrine of extralateral rights on uplands is clear and not 

disputed.

In Alaska, many hardrock mines are situated 

immediately adjacent to navigable waters along Alaska's 

extensive coasts. The owners of these mines have consistently 

held and developed their claims with the understanding and 

belief that the federal mining laws afforded them extralateral 

rights, regardless of the direction their lode deposits may 

take in their downward course. Naturally, some of these lode 

deposits extend into submerged lands, and in the years prior to 

statehood a great deal of mining was conducted in Alaska under 

submerged lands by miners exercising their extralateral rights 

(e.g., Treadwell Mine at Juneau).

- 3 -



The good faith activities and beliefs of these 

claimowners notwithstanding/ the law is unclear on whether 

extralateral rights can be asserted in submerged lands. In the 

only case addressing the issue, the Federal District Court for 

the Territory of Alaska stated that:

the law giving a party the right to follow 
all veins, the apices of which are within 
the limits of his claim, even outside of the 
sidelines thereof, (should) permit him to go
below the waters of the sea in following
such vein without trespassing any law of 
property existing in the United States.

Alaska United Gold Mine. Co. v. Barbridge, 1 Alaska 311, 329 

(1901). This early lower court decision has not been 

overruled, but it is inadequate assurance of the current state 

of the law for any claimowner seeking to make a substantial

investment in developing a mine where ownership of the valuable

minerals may depend in part on the existence of extralateral 

rights.

The Legislature is in a position today to clarify this 

uncertainty in the Law because on January 3, 1959, title to all 

submerged lands in Alaska vested in the State. In 1960 the 

Legislature enacted similar legislation which confirmed and 

granted title to the surface of submerged lands to those 

persons who in good faith had occupied or developed the lands 

before statehood. AS 38.05.820 (1984). Now with lode mining

-4-



making a significant comeback in Alaska, the Legislature can 

enact a comparable law governing extralateral rights. By 

enacting the proposed legislation the state will recognize that 

the owners of federal lode mining claims located prior to 

statehood are entitled to extralateral rights under state-owned 

submerged lands.

The areas of the State which will be most affected by 

this legislation are Southeast and Prince William Sound, 

although the Interior and other regions of the State where 

veins or lodes may trend into submerged lands also may be 

affected if federal lode claims were located on the veins or 

lodes prior to statehood.

- 5 -
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THE ALASKA GOLD MIX. CO. V. BARBUIDGE.

i 6, subd.  ̂
t h a ^ ^ B r a p o n d e n l  

of A p p ^^m n d  file ay 
ter the a J ^ B ^ a s  

lave th e l^ ^ y ie a rd  
ena^Bkthe p la in M B k this 
q u estiH fct the appel^M^ nature 
of u p o n ^M kilu re  of t^^B o e llan ts 

sin the The a ^ B v s  who
t K l ^ a d e r  a l l o ^ ^ ^ t h e  a p p e a l ^ H ^ b c e n  

atto im ^^since A ^ ^ w th , and c o r ^ B ^ e  adoptee 
rcct praW ^kluring t i^ B e r i  season, b l^ B in o t  do so.''

. r e a so n B ^ ^ h e  causeM Bkbeen reg u la ^ ^ ^ o ea led  to t7 
kt C o u rt^ ^ ^ ip ea ls , a S B r  the want o ^ B j^ I ic tio n  to 

d o ’̂ B h i s  courtT^^^v com pe^^ B o overrule t n l^ B io n  to 
vacate^^^^leave t l^ ^ ^ ^ o n d e n t^ ^ B s  remedy in i^ B C ir -

THE ALASKA GOLD MIN. CO. v. BARBRIDGE et al.

(First Division. Juneau. December Term, 1901.)

No. 49a.

L  T i d e  L ands—Mix es  a nd  M in in g .
Lauds lying below ordinary high tide on the shore of the ocean 

and arms of the sen in the District of Alaska are not subject to 
location under the mining laws of the United States.

2. M in e s  and  Min e r a l s—E v id e n c e—P a t e n t .
As a general rule the recitals In a mining patent are conclusive 

evidence of the estent and boundaries of the claim; other evi­
dence may be admitted to determine the location of the monu­
ments and boundaries called for by the patent

8 . I n j u n c t i o n —T r e s p a s s .
One who, within the District of Alaska, trespasses upon the 

tide lands not subject to location under the mineral laws of the 
United States, may be enjoined from sinking shafts thereon, and



Decenil.Division,

— ADATEMENT-^^UINISTnATOK^^BjJU-On.'niP.
■budcr section^l^BcT. St. S

may be comHted by oDe^^Bfcjn 
: a sa P ^ ^ fc ^ e fe n d a n t  v H k t t  abuteinetr^H 
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plalnffll
Idminis-

-Public LasE^^. 
■ C n i t c d  S t a t e ^ ^ |  
^ B B u d  a n  a d v e rse

,3— A  d v
B & n is n i a d J n B  
I B  t 0  d  m in in g  Ci;

case, the cou rt  is compelled to the conclusion th a t  the de­
fendants should be restra ined and enjoined from further con­
t inu ing  the  sinking of their  shait, or fu rther in terfering in 
this behalf with the rights  of the plaintiff.

I t  m ay be said in this connection that the situation of the 
parties  plaintiff and defendant are not the same. The plain­
tiff has a  lawful location, and, under the m in ing  laws of the 
U n ited  States, a lawful r igh t to pursue its vein on its dips 
beyond  the side lines of its claim and w herever it  may r u n ; 
and while, as before observed, the lands below mean High 
tide a re  reserved from sale, it is believed tha t  the law giv­
ing a pa r ty  the r igh t to  follow all veins, t he  apices of which 
are  within the limits of his claim, even outside of the side 
lines thereof, would permit him to  go below the  waters oi 
the  sea in following such vein, without t respass ing  any law 
of p ro p er ty  exis ting  in the United States.

T h e  tem pora ry  injunction heretofore issued under  the o r­
der of this court  will therefore be made perpetual,  and the 
plaintiffs are  awarded their costs and d isbursem ents.
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S E N . S T U R G U L E W S K I, FA H REN KA M P, C O G H IL L , E L IA S O N  
V IC  F IS C H E R ,  H A LFO RD , ZH ARO FF AND PA U L F IS C H E R
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HOUSE B I L L  2 8 0  SHOULD BE P A S S E D  IM M E D IA T E L Y . P L E A S E  DO NOT D E LA Y 
T H IS  IM PO RTA N T B I L L  B Y  AMENDING I T .  TH E MOOSE W IL L  C O N TIN U E TO 
W IN TER IN  T H IS  AREA Ur !S S  THE F R IT Z  C R E E K  V A L L E Y  I S  NOT 
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P L E A S E  O PPO SE AMENDMENTS TO HB 2 8 0  IN C L U D IN G  ANY R E P E A L  
P R O V IS IO N . HB 2 8 0  HAS STRO NG ST A T E W ID E  S U P P O R T  AND W IL L  CO N TIN U E 
TO P R O V ID E  C R U C IA L  H A B IT A T  ON t_OWER K E N A I. T H E R E  A RE NO 
C O N F L IC T IN G  U S E S  THAT WOULD R E Q U IR E  S U N S E T . P L E A S E  C A L L  ' I F  ANY 
Q U E S T IO N S .



XX X X X X X X X X X it X X X X X it X X it X X X X X it X X X X X X X X it X X X it X it X X it X X X X X  it X X X X
i t  i t

X D E L IV E R  TO : JPOM x
i t  i t
i t  i t

x  O R IG IN A L  X

x  S E N T : 0 5 / 0 2 / 8 5  T IM E :  1 5 :4 1  x
x  FRO M : V EEN .ITA  V E S T A L  x
x  S U B J E C T : POM x
x  P R IN T  D A T E : 0 5 / 0 2 / 8 5  T IM E :  1 5 :4 3  X
x  x
i t  i t  i t  i t  i t  i t  i t  X X i t  X X i t  X X i t  i t  i t  i t  i t  i t  i t  i t  i t  i t  X i t  i t  i t  X i t  i t  X if  i t  X i t  i t  X i t  X X i t  i t  X i t  X if  i t  X X i t  if X i t

TO : SE N A T E  R E SO U R C E S C O M M IT T E E :
s e n a t o r s  s im m m m m  ■ f a h r e n k a m p , e l i a s o n ,
H ALFO RD , C O G H IL L , AND V . F IS C H E R

FROM: MARY L IG H T
6611 SHERWOOD C IR C L E
ANCHORAGE, A LA SK A  9 9 5 0 4  <H> 3 3 3 -8 2 4 2  (W ) NONE 

R E : HB 280 -A N C H O R R IV E R

ZH A RO FF,

P L E A S E  DO NOT AMMEND HB 2 8 0 , TH E ANCHOR R IV E R ,  F R IT Z  C R E E K  
H A B IT A T  A R E A . P L E A S E  I T  OUT OF C O M M ITTEE F R ID A Y  A S I T  I S .



i t  X X X i t  X i t  X it  i t  i t  X X X i t  X X i t  X X X X X i t  i f  X X X X X i t  X it  i t  X i t  X i t  i t  X X i f  i t  X i t  i t  X i t  i t  X X X X i t  i t  

i t  i t

x  D E L IV E R  T O : JPOM x

\ \  *
X \  X

»  O R IG IN A L  x
x  S E N T  = 0 5 / 0 2 / 8 5  T IM E : 1 2 :4 5  x
x  FRO M : V E R N IT A  V E S T A L  x
x  S U B J E C T : POM x
x , P R IN T  D A T E : 0 5 / 0 2 / 8 5  T IM E : 1 2 :4 5  x
x  x
i t  i t  X i t  i f  i t  i t  i t  i f  i f  i t  i f  i f  i t  i t  i t  if  X if  i t  i t  i t  i f  i t  i t  i t  X i t  X X i t  i t  X i t  X i t  i t  i t  X X X i t  -X i t  X i t  i t  X i t  i t  i t  i t  i t  X i t

•

TO : SE N A T O R S F A IK S , ,  S A C K E T T , ,K E R T T U L A , E L IA S O N , P .  F IS C H E R ,
H A LFO RD , S T U R G U L E W S K I', FAH REN KAM P, V . F IS C H E R ,  ZH ARO FF

FROM : SCO T R IC H A R D S
P . O .  BOX 1 1 1 7 5 3
ANCHORAGE, A LA SK A  99511 (H ) 3 4 5 -3 2 2 7  (W ) SAME 

R E :  S B  2 6 9 -C A B IN S  ON S T A T E  LAND

I  DO NOT T H IN K  TH AT T H IS  B I L L  I S  IN  A L A S K A 'S  B E S T  IN T E R E S T .  THE 
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P U B L IC  IN T E R E S T  COULD B E T T E R  BE SE R V E D  B Y  R E Q U IR IN G  INCOME 
G EN ERA TIN G  L E A S E  PA YM EN TS OR THE REMOVAL OF TH E T R E S P A S S IN G  
S T R U C T U R E .
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C O V E ,  T A K U  H A R B O R ,  A N D  F U N T E R  B A Y .
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TO : SE N A T E  R ESO U R C E C O M M IT T E E :
SE N A T O R S a N B M M i W m  FAH REN KAM P, E L IA S O N , ZH A RO FF', 
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P L E A S E  DO NOT AMMEND HB 2 8 0 , ANCHOR R IV E R ,  F R I T Z  C R E E K  C R IT IC A L  
H A B IT A T  AREA * P L E A S E  P A S S  I T  OUT OF C O M M ITTEE F R ID A Y  A S I T  I S  
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