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A t t a c h m e n t

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

o r  p o s i t i o n s  w i l l  b e  n e e d e d  t o  i m p l e m e n t  it.

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

I n  a d d i t i o n ,  t h e  s e t t l e m e n t  i s  n e e d e d  i f  t h e  s t a t e  i s  t o  l e a s e  l a n d s  
i n  t h e  N u i q s u t  a r e a  n o w  s c h e d u l e d  f o r  s a l e  O i l  a n d  G a s  L e a s e  S a l e  7 5  
d u r i n g  D e c e m b e r ,  1 9 9 2 .  I f  t h e  a g r e e m e n t  i s  a p p r o v e d  t h i s  y e a r ,  t h e  
l e a s e  s a l e  c o u l d  i n c l u d e  a p p r o x i m a t e l y  6 0 , 0 0 0  a c r e s  o f  l a n d  c o v e r e d  
i n  t h e  a g r e e m e n t  ( a b o u t  o n e  q u a r t e r  o f  t h e  t o t a l  a c r e a g e  o f  S a l e  
7 5 ) .  I f  t h e  a g r e e m e n t  is n o t  a p p r o v e d  t h i s  s e s s i o n ,  t h e  N u i q s u t  
a c r e a g e  ( a s s u m i n g  t h e  l i t i g a t i o n  i s  s e t t l e d )  c o u l d  n o t  b e  l e a s e d  
u n t i l  1 9 9 5  b e c a u s e  o f  o i l  a n d  g a s  l e a s e  s a l e  p r o c e d u r a l  
r e q u i r e m e n t s .  T h e  N u i q s u t  a r e a  l a n d s  h a v e  m o d e r a t e  o i l  a n d  g a s  
p o t e n t i a l .  I n c l u d i n g  t h e m  i n  t h e  l e a s e  s a l e  w o u l d  b r i n g  s i g n i f i c a n t  
n e w  r e v e n u e s  t o  t h e  s t a t e .

A r c t i c  S lope Regional C o r p o r a t i o n  S e t t l e m e n t  A g r e e m e n t
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Ju n eau , AK 99801-1182
D ea r S p eak e r G ru s s e n d o r f :
U n d e r the a u th o r ity  o f  a r t .  I l l ,  se c . 18 , o f the A laska  C on s t itu t io n , I am 
tran sm ittin g  a b i l l tha t would r a t i fy  the "1991 Settlem ent A greem ent Betw een the 
S ta te  o f A laska  and the A rc tic  S lope R eg iona l C o rp o ra t io n "  (1991 Settlem en t 
A g re em en t). T h is  b il l w ou ld re so lv e  lo ng s tand in g  lit ig a tio n  between the S ta te  o f 
A la ska  and th e  A rc tic  S lope R eg iona l C o rp o ra tio n  (A S R C ) o v e r  ow nersh ip  o f  
p o te n t ia lly  v a lu ab le  m inera l land s in  the Po in t Lay and  N u iq su t a re a s  o f  the N o rth  
S lo p e . The lit ig a tion  a ro se  ou t o f a 1974 land  exchange ag reem ent (1974  
A g re em en t), d iscussed  be low , which fo llow ed  passage o f  the A laska  N ative  C laim s 
Settlem ent A ct o f 1971 (A N C S A ). The b i l l a lso  would rem ove impediments to t it le  
m a rk e tab ility  to the d ispu ted  land s and  to c re a te  a lo n g -te rm  p a r tn e rs h ip  betw een 
the  s ta te  and A SR C , aimed a t m axim izing re v en u e  f o r  b o th  p a r t ie s .

The 1991 Settlem ent Agreem ent - B ackg rou nd
T he 1991 Settlem ent Agreem ent re s o lv e s  a d ispu te  o v e r  land  en titlem ent stemm ing 
from  a 1974 land  exchange ag reem en t. The 1974 Agreem ent was in tended  to 
re so lv e  s ta te  cha llenges to the B IA - c e rt ifie d  e lig ib i lity  o f  two ANCSA v illa g e  
c o rp o ra tion s  b y  re q u ir in g  the s ta te  and ASRC  to exchange ce rta in  la nd s  in  the 
N u iq su t and Po in t Lay a re a s , in  exchange f o r  which the s ta te  ag re ed  to  w ithd raw  
its  cha llenges to the ANCSA e lig ib i li ty  o f Po in t Lay  (C u lly  C o rp o ra t io n ) and 
N u iqsu t (K u u k p ik  C o rp o ra t io n ) .
U n d e r the 1974 A greem ent, ASRC  ag reed  to quitc la im  an y  in te re s t it  had in 6 9 ,1 2 0  
ac re s  o f N u iq su t a rea  su b su rfa c e  then  te n ta t iv e ly  a p p ro ved  to the s ta te , the 
su r fa c e  o f  which K u u kp ik  C o rp o ra t io n  cou ld  se lec t u n d e r ANCSA . T he  sta te  
ag reed  to con vey  to ASRC about 6 5 ,0 0 0  ac re s  o f lands owned b y  the s ta te  in the 
Po in t Lay a re a . A lth ough  the s ta te  d id  w ithd raw  its  ch a lleng es  to th e  e lig ib i li ty  
o f Poin t Lay and N u iq su t, the land exchange p ro v is io n s  o f  the 1974 Agreem ent 
were n e v e r com p leted , f o r  re a son s  which ASRC  and the Departm ent o f  N a tu ra l 
R esou rces (D N R ) d isp u te .
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In 1985 T e x a c o  m a d e  a p r o m i s i n g  oil strike northeast of the N u i q s u t  area lands.

A t  that point, D N R  s o u g h t  to i m plement the land e x c h a n g e  provisions of the 1974 

A g r e e m e n t .  A S R C  refused, asserting that the state h a d  a b a n d o n e d  the 1974 

A g r e e m e n t  b y  11 ye a r s  of inaction a n d  that the 1974 A g r e e m e n t  w a s  in violation of 

the A l a s k a  Sta t e h o o d  Act, the Constitution of Alaska, a n d  various state a n d  

federal laws. Negotiations b e t w e e n  the parties failed, a n d  litigation w a s  filed in 
state a n d  federal court.

After the initiation of litigation a n d  extensive motion practice, ^ N R  a n d  A S R C ,  

faced with the uncertainties of litigation a n d  the speculative values of b o t h  the 

N u i q s u t  a n d  Point L a y  parcels, reentered negotiations a n d  in 1986 r e a c h e d  a n  

a g r e e m e n t  in principle that contemplated a n  e v e n  split of the contested u p l a n d s  at 

bo t h  locations. Thi s  "50/50" split of the lands subject to the 1974 A g r e e m e n t  

re m ains at the heart of the 1991 Settlement A g r e e m e n t .

H o w e v e r ,  after the basic settlement concept w a s  a g r e e d  to in 1986, D N R  a n d  

A S R C  e n g a g e d  in extensive research a n d  discussions c o n c e r n i n g  the boundaries, 

extent, a n d  location of u p l a n d s  a n d  of the state's w h o l l y - o w n e d  s u b m e r g e d  lands 

(to w h i c h  A S R C  w a s  not entitled), a n d  r e g a r d i n g  w h i c h  p a r t y  w o u l d  m a n a g e  the 

lands involved a n d  u n d e r  w h a t  conditions.

T h e  m o s t  difficult issue d u r i n g  settlement negotiations c o n c e r n e d  the bo u n d a r i e s ,  

extent, a n d  location of s u b m e r g e d  lands. A S R C  claimed that the extent of the 

state's w h o l l y - o w n e d  s u b m e r g e d  lands (including s u b m e r g e d  lands u n d e r l y i n g  

lakes, rivers, a n d  tidelands) totalled substantially less in a c r e a g e  tha n  that 

claimed b y  D N R .  T h e  parties realized that the inability to a g r e e  o n  the 

s u b m e r g e d  lands w o u l d  inevitably result in further litigation a n d  m a k e  it difficult 

if not impossible for either p a r t y  to m a r k e t  its respective interests. The r e f o r e ,  

the parties tentatively a g r e e d  to m e r g e  title to the u p l a n d s  a n d  s u b m e r g e d  lands 

a n d  s h a r e  the r e v e n u e  f r o m  oil a n d  gas d e v e l o p m e n t  o n  a section-by-section 

basis, with the state to get m o r e  th a n  50 percent w h e n ,  a r g u a b l y  at least, there 

w e r e  s u b m e r g e d  lands in a section.

For three y e a r s  the parties a n a l y z e d  aerial photos, m a p s ,  U nited States Fish a n d  

Wildlife Service a n d  B u r e a u  of L a n d  M a n a g e m e n t  data, a n d  other data in a n  effort 

to r e a c h  a c o m m o n  data b a s e  for d e t e r mining w h a t  the state's wholly o w n e d  

s u b m e r g e d  lands w e r e  a n d  w h a t  the u p l a n d s  to b e  split b e t w e e n  the parties were. 

It took a settlement conference before a United States District C o u r t  j u d g e  to 

force the parties to resolve this issue; in that 1989 settlement conference the 

parties c o m p r o m i s e d  their respective positions. Since then, the parties h a v e  

continued to negotiate the details of h o w  the lands w o u l d  be m a n a g e d .

T h e  resulting 1991 Settlement A g r e e m e n t ,  as r e c o m m e n d e d  to m e  b y  A t t o r n e y  

Ge n eral Cole, h as the following principal co m p o n e n t s :

1. T h e  litigation is dismissed a n d  the rights of the parties u n d e r  the 

1974 A g r e e m e n t  are s u p e r s e d e d  unless the 1991 Settlement A g r e e m e n t  is 

o v e r t u r n e d  b y  a court.
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2. T h e  state a n d  A S R C  acquire b y  e x c h a n g e  equal, u n d i v i d e d  

interests in the s u b s u r f a c e  estate of all lands previously subject to the 1974 

A g r e e m e n t .

3. T h e  state a n d  A S R C  m e r g e  their titles to u p l a n d s  a n d  s u b m e r g e d  

lands a n d  establish a formula for p e r c e n t a g e s  of u n d i v i d e d  o w n e r s h i p ,  o n  a 

section-by-section b a s i s . This m e r g e r  w o u l d  resolve all disputes r e g a r d i n g  the 

existence, extent, a n d  location of s t a t e - o w n e d  s u b m e r g e d  lands a n d  avoid, for all 

time, the ambiguities otherwise created b y  constantly shifting b o u n d a r i e s  c a u s e d  

b y  accretion, reliction, a n d  avulsion.

4. T h e  state retains the "executive rights" (leasing authority) to 

lease all lands o n  behalf of A S R C  a n d  the state. A S R C  has the opport u n i t y  to 

r e v i e w  a n d  c o m m e n t  o n  p r o p o s e d  oil a n d  g as lease terms, with a dispute- 

resolution m e c h a n i s m  in the ev e n t  of disagreement. A S R C  a n d  the state e a c h  

retain the right to separately enforce the lease with respect to their respective 

interests.

5. R e v e n u e  g e n e r a t e d  f r o m  the u n d i v i d e d  interests is paid directly 

to the state a n d  A S R C ,  respectively, in proportion to their p e r c e n t a g e  o w n e r s h i p  

interests in the s u b s u r f a c e  estates.

6 . T h e  state did not give u p  a n y  of its duties to the public i m p o s e d  

b y  law. T h e  state will still h a v e  to dete r m i n e  w h e t h e r  a sale is in the best 

interest of the state, a n d  m u s t  follow relevant procedural r e q u i r e m e n t s  for 

leasing or exploring for natural resources. T h e  state retains all rights u n d e r  

state law to e n s u r e  that d e v e l o p m e n t  of the s u b s u r f a c e  complies with laws 

c o n c e r n i n g  natural reso u r c e  m a n a g e m e n t  a n d  protection.

T h e  1991 Settlement A g r e e m e n t  contains a n u m b e r  of complex, technical 

provisions dealing with existing oil a n d  gas leases at Nuiq s u t ,  status of state 

s u b m e r g e d  lands, b o u n d a r y  pro b l e m s ,  a n d  land m a n a g e m e n t  rights a n d  duties. 

T h e  following describes in m o r e  detail the major provisions of the settlement 

a g r e e m e n t .

1991 Settlement A g r e e m e n t  - Substantive Provisions

U n d e r  the 1991 Settlement A g r e e m e n t ,  the parties a g r e e d  to quantify the extent 

of s t a t e - o w n e d  s u b m e r g e d  lands b y  splitting the difference b e t w e e n  the state's 

calculations of s u b m e r g e d  lands a n d  those of A S R C .  Title p r o b l e m s  w e r e  resolved 

b y  c o m b i n i n g  the interests of the state a n d  A S R C  o n  a section-by-section basis, 

with eac h  p a r t y  receiving a n  u n d i v i d e d  p e r c e n t a g e  o w n e r s h i p  reflecting a 50/50 

division of the a g r e e d - t o  u p l a n d s  within e a c h  section, a n d  the state receiving full 

(i.e., 100 percent) credit for a n y  a g r e e d - t o  s u b m e r g e d  lands within the section. 
T h e  state retains full sove r e i g n  p o w e r s  o v e r  s u b m e r g e d  lands, not w i t h s t a n d i n g  

A S R C ' s  u n d i v i d e d  o w n e r s h i p  interest.
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T h e  net effect of the c r o s s - c o n v e y a n c e s  called for in the 1991 Settlement 

A g r e e m e n t  is a n  e x c h a n g e  of u n d i v i d e d  interests in the s u b s u r f a c e  estate s u c h  

that the titles to s u b m e r g e d  lands a n d  u p l a n d s  are m e r g e d  a n d  the parties, for all 

time, will o w n  their respective u n d i v i d e d  p e r c e n t a g e  interests in e a c h  section 

a c c o r d i n g  to the schedules set out in Exhibits E  a n d  F  to the 1991 Settlement 

A g r e e m e n t .  T h i s  p e r c e n t a g e  is fixed a n d  will not c h a n g e  regardless of the 

a m o u n t  or location of s u b m e r g e d  lands that m a y  b e  contained in a n y  section f r o m  

time to time.

In o r d e r  to eliminate a n y  possible future disputes o v e r  the b o u n d a r y  of the 

settlement area along the coastline a n d  along the National P etroleum R e s e r v e -  

A l a s k a  ( N P R A )  b o u n d a r y ,  the parties a g r e e d  to e x t e n d  section lines into the 

o c e a n  a n d  across the N P R A  b o u n d a r y  so that the area subject to the 1991 

Settlement A g r e e m e n t  will include only full sections w h o s e  location c a n  b e  

protracted at a n y  time without reference to c h a n g e s  b r o u g h t  a b o u t  b y  accretion, 

reliction, or avulsion. In this m a n n e r ,  approximately 4,000 acres of o c e a n  

s u b m e r g e d  lands o w n e d  b y  the state outside the 1974 A g r e e m e n t  area, a n d  

a p p r o x i m a t e l y  9,000 acres of N P R A  s u b s u r f a c e  o w n e d  b y  A S R C  also outside the 

1974 A g r e e m e n t  area, w e r e  included in the 1991 Settlement A g r e e m e n t .  In e a c h  

instance the parties' u n d i v i d e d  p e r c e n t a g e  interest in a n y  section so e x t e n d e d  

w a s  adjusted to p r o vide a 100 p e r c e n t  credit for lands contributed b y  the state or 

A S R C  f r o m  outside the original 1974 A g r e e m e n t  boundaries.

Finally, the parties a g r e e d  that the state w o u l d  hold the "executive rights" for 

b o t h  parties' interests. A s  defined in the 1991 Settlement A g r e e m e n t ,  "executive 

rights" e m p o w e r  the state to enter into leases a n d  other s u b s u r f a c e  a g r e e m e n t s  

o n  behalf of b o t h  A ~ R C  a n d  the state. T h e  1991 Settlement A g r e e m e n t  

contemplates that the commissioner will exercise the executive rights consistent 

with statutory constraints; the a g r e e m e n t  does not waive a n y  s o vereign p o w e r s  of 

the state.

T h e  parties to the 1991 Settlement A g r e e m e n t  also discussed the issue of section 

6(i) of the A l a s k a  Statehood Act, w h i c h  generally prohibits the state f r o m  

alienating a n y  interest in mineral estates it o w n s .  C o n g r e s s  h as authorized a n  

exception to this provision u n d e r  sec. 22(f) of A N C S A ,  w h i c h  authorizes 

e x c h a n g e s  of land with A N C S A  corporations. In o r d e r  to resolve a n y  question as 

to w h e t h e r  the e x c h a n g e  contemplated in the settlement a g r e e m e n t  w o u l d  require 

a p p r o v a l  of the Secretary of Interior, the state has requested, a n d  e x p e c t s  to 

receive shortly, a n  opinion f r o m  the Interior Solicitor ruling that n o  Secretarial 

ap p r o v a l  is required for the 1991 Settlement A g r e e m e n t .

T h e  Bill

T h e  attached bill ratifies the 1991 Settlement A g r e e m e n t  a n d  establishes 

p r o c e d u r e s  for implem e n t i n g  it. Section 1 of the bill sets out the overall p u r p o s e s  

of the bill a n d  settlement a g r e e m e n t .
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Section 2 of the bill specifies that the 1991 Settlement A g r e e m e n t  is ratified 

"notwithstanding a n y  provision of A S  38 or a n y  other provisions of A l a s k a  law." 

T h i s  clarifies that the e x c h a n g e  of u n d i v i d e d  interests in land contemplated b y  

the 1991 Settlement A g r e e m e n t  is not subject to the provisions, in particular, of 
A S  38.50.

A S  38.50 provides authority for e x c h a n g e s  of the state's mineral estate, including 

the mineral estate in s u b m e r g e d  lands. F o r  a variety of reasons, h o w e v e r ,  that 

c h a p t e r  does not p r o vide a n  appropriate vehicle for the settlement of litigation. 

F o r  example, A S  38.50 contemplates a voluntary e x c h a n g e  of land for equal values 

a n d  requires appraisals a n d  a series of public hearings o n  p r o p o s e d  e x c h a n g e s . 

A l t h o u g h  the state a n d  A S R C  believe that the consideration g i v e n  a n d  received 

u n d e r  the settlement a g r e e m e n t  is r o u g h l y  equal, n o  effort has b e e n  m a d e  to 

appraise the l a n d s . T h e  terms of the e x c h a n g e  are influenced b y  factors ot h e r  

t h a n  land values ( w h i c h  are highly speculative, in a n y  event), including e a c h  

side's a s s e s s m e n t  of the risks of litigation. Finally, settlement negotiations h a v e  

necessarily a n d  appropriately b e e n  c o n d u c t e d  in closed sessions. Public 

i nvolv e m e n t  is p r o v i d e d  t h r o u g h  the process of legislative ratification, b u t  could 

not realistically h a v e  b e e n  p r o v i d e d  earlier in the process, as c o n templated u n d e r  

A S  38.50.

In addition to a d d r e s s i n g  A S  38.50, the "notwithstanding a n y  other provision of 

A l a s k a  law" l a n g u a g e  is inte n d e d  to e n s u r e  that n o  other provision of state l aw 

m i g h t  s u b s e q u e n t l y  b e  raised to challenge the settlement itself. T h e  bill 

deliberately u s e s  b r o a d  l a n g u a g e  to accomplish this result. Th i s  l a n g u a g e  is 

i n t e n d e d  to m a k e  it clear, for example, that in carr y i n g  out the provisions of the 

settlement the commissioner is acting u n d e r  the m a n d a t e  of the legislature as 

p r o v i d e d  in this bill a n d  not exercising the commissioner's discretion u n d e r  other 

statutory provisions that authorize administrative disposition of state lands. 

Specifically, this language, together with sec. 3 of the bill, discussed below, 

relieves the commis s i o n e r  of a n y  further notice, hearing, or public interest 

finding r e q u i r e m e n t s  before m a k i n g  the c o n v e y a n c e s  required b y  the 1991 

Settlement A g r e e m e n t .

T h e  e x e m p t i o n  as to other provisions of A l a s k a  law exten d s ,  h o w e v e r ,  only to 

those actions m a n d a t e d  b y  the 1991 Settlement A g r e e m e n t  n e c e s s a r y  to i m p l e m e n t  

the settlement. T h e  1991 Settlement A g r e e m e n t  contemplates that, following 

c o n v e y a n c e ,  the c o mmissioner will exercise m a n a g e m e n t  responsibilities consistent 

with statutory constraints, a n d  does not w a i v e  a n y  s o vereign p o w e r s  of the state. 

A n y  exploration a n d  d e v e l o p m e n t  activities that o c c u r  s u b s e q u e n t  to the 

e x c h a n g e  will b e  fully subject to the normal statutory a n d  regulatory p r o c e d u r e s  

applicable to administration of state lands. Specifically, lease sales will b e  

c o n d u c t e d  in the n o r m a l  m a n n e r  a n d  all regulatory r e quirements will b e  o b s e r v e d ,  

including coastal zon e  consistency a n d  public interest findings. T o  the extent 

that A S R C  exercises p o w e r s  as a l a n d o w n e r ,  this legislation does not e x e m p t  

A S R C  fr o m  federal, state, or local requirements otherwise applicable to private 

l a n d o w n e r s .



T h e  Honorable B e n  Grussendorf
January 23, 1992
Page 6

Section  3 o f  the b i l l p ro v id e s  tha t "no s ta tu to ry  o r  common law ru le s  ag a in s t 
p e rp e tu it ie s  . . .  o r  re s t ra in ts  on a liena tion  o f p ro p e r ty  s h a ll a p p ly  to the 
se ttlem en t ag reem ent . . .  o r  to any  in te re s t o r  p ow er c rea ted  b y  i t . "  T h e  1991 
Settlem en t A greem ent commits the s ta te  and ASRC  p e rm anen tly  to m erge th e ir  
t it le s  w ith no r ig h t  o f p a r t i t io n , to jo in t ly  lease and deve lop  th e ir  in te re s ts , and  
to ta ke  a num ber o f o th e r s te p s , in c lu d ing  contem p lation  o f s a le s , w ith  re sp e c t to 
th e ir  land s f o r  an  in d e fin ite  p e riod  o f tim e. The law is g e n e ra lly  h o s tile  to 
p e rp e tu a l re s t r ic t io n s  o r  re s t ra in ts  on a lien a tio n . F o r exam p le , AS 3 4 .2 7 .0 1 0  
p ro v id e s  tha t an in te re s t tha t would v io la te  the ru le  aga in s t p e rp e tu it ie s  may be 
re fo rm ed  b y  a c o u r t . I f  these ru le s  were to a p p ly , the 1991 Settlem ent A g reem ent 
m ight be cha llenged  and  s tr ic k e n  down o r  modified in  ways th a t were n e v e r  
in te n d ed .
A m a jo r con s id e ra tion  f o r  b o th  the s ta te  and ASRC in  en te rin g  in to  the  1991 
Settlem en t A greem ent is to im prove the m a rk e tab ility  o f t i t le . T h is  o b je c t iv e , and  
the b en e fits  o f the  se tt lem en t, would be f ru s t ra te d  i f  the m erg ing  o f  t i t le , 
p ro h ib it io n  ag a in s t p a rt it io n  o f those in te re s ts , and  "ex ecu tiv e  r ig h ts "  p ro v is io n s  
w ere e v e r  s u c c e s s fu lly  cha llenged  as v io la t iv e  o f the  ru le  ag a in s t p e rp e tu it ie s  o r  
as u n rea son ab le  re s t ra in ts  on a lien a tion . A c c o rd in g ly , sec . 3 exem pts the  1991 
Settlem ent Agreem ent from  these req u irem en ts .
Sections 4 and  5 o f  the  b i l l ou tlin e  the a u th o rit ie s  and  duties o f  the  com m issioner 
o f  n a tu ra l re so u rc e s  to c a r r y  ou t the te rm s o f the 1991 Settlem en t A g reem en t, 
in c lu d in g  is su in g  and re c o rd in g  the a p p ro p r ia te  land  con veyan ce s .
Section  6 o f  the b i l l lim its the time w ith in  which the b il l o r  the  1991 Se ttlem en t 
A greem ent can be cha llenged  in  c o u r t . In  o rd e r  to minimize th e  p o s s ib i li ty  th a t 
the exchange m ight be a lte re d  o r  in va lid a ted  b y  a c o u rt a f t e r  th e  s ta te  and  A SRC  
have committed them se lves to m aking the conveyances and ta k in g  the o th e r 
ac tions re q u ire d  b y  the  1991 Settlem ent A greem ent, sec . 6 p ro v id e s  th a t a n y  
ac tion  ch a lle n g in g  the le g a lity  o f  the 1991 Settlem ent Agreem ent must be 
commenced w ith in  s ix  months a f t e r  the e ffe c tiv e  date o f the le g is la t io n . A jo in t  
lease sa le  in v o lv in g  land s sub je c t to the settlem en t ag reem ent is  schedu led  f o r  
Decem ber 1992 . A ny u n c e rta in ty  as to the v a lid ity  o f the 1991 Settlem ent 
Agreem ent o r  th e  im plem enting le g is la tio n  cou ld  a d v e rs e ly  a f fe c t  the m a rk e ta b ility  
o f the  le a se s . A lth oug h  the s ix -m on th  lim itation  p e rio d  is r a th e r  s h o r t , the  
p a rt ie s  most l ik e ly  to have s tan d in g  to cha llenge the  settlem en t ag reem ent a re  the 
s ta te  and  A SRC  o r  en titie s  in p r iv i t y  w ith them . We be lieve  th a t the s h o r t  
lim ita tion  p e rio d  is  rea son ab le  in  lig h t o f  the e x ten s iv e  p a s t n ego tia tion s betw een  
the p a rt ie s  and  the  need to p ro v id e  some fin a li ty  to the lit ig a tion  and to a llow  f o r  
fu tu re  uses o f the  la n d s . A lso , sec . G o f  the b ill p ro v id e s  tha t the b i l l may n o t be 
con s tru ed  as c re a t in g  any  r ig h t  in  any  p a r ty  not p r iv y  to the 1991 Se ttlem en t 
Agreem ent to ch a lleng e  tha t Agreem ent o r  the A ct.
F in a lly , sec . 7 o f  the b ill w aives ihe so v e re ig n  immunity o f  the s ta te  to a n y  su it 
b ro u g h t b y  A SRC  to en fo rc e  the 1991 Settlem en t Agreem ent i f  tha t ac tion  is 
commenced in a s u p e r io r  c ou rt o f  the s ta te . The s ta te  does no t waive its  
p ro te c tion  from  su it in fe d e ra l c ou rt u n d e r the e le ven th  amendment o f the 
C on s titu tion  o f the Un ited  S ta te s .



T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  

J a n u a r y  23, 1992 

P a g e  7

T h e  1991 Settlement A g r e e m e n t  is a compromise, a n d  settles highly disputed 

issues. B e c a u s e  of that, it is not without risks to bot h  the state a n d  A S R C .  

H o w e v e r ,  I believe that these risks are o u t w e i g h e d  b y  the benefits to the state of 

finally resolving this 18-year-old dispute. T h e  1991 Settlement A g r e e m e n t  not 

only settles long- s t a n d i n g  litigation b e t w e e n  A S R C  a n d  the state, it also 

anticipates a n d  resolves disputes r e g a r d i n g  the existence, extent, a n d  location of 

s u b m e r g e d  lands o w n e d  b y  the state in the N u i q s u t  a n d  Point L a y  areas. Finally, 

b y  m e r g i n g  title to u p l a n d s  a n d  s u b m e r g e d  lands a n d  vesting "executive rights"

*n the state, the 1991 A g r e e m e n t  will result in m a x i m u m  certainty a n d  

predictability for potential lessees, w h i c h  in tur n  will m a k e  the interests of b o t h  

the state a n d  A S R C  m o r e  marketable.

C opies of the 1991 Settlement A g r e e m e n t  will b e  p r o v i d e d  to the senate secretary 

a n d  the clerk of the h o u s e . Additional copies are available t h r o u g h  the 

D e p a r t m e n t  of Natural Resources.

I u r g e  y o u r  p r o m p t  consideration a n d  p a s s a g e  of this bill.

G o v e r n o r



WALTER J. NICKEL, GOVERNOR

DErAIlTiWEIVT OF XATUIIAL KESOUItCES

O FFIC E OF THE COMMISSIONER

4 0 0  W I L L O U G H B Y  A V E N U E  
J U N E A U ,  A L A S K A  9 9 8 0 1 - 1 7 9 6  
P H O N E :  (9 0 7 )  4 6 5 - 2 4 0 0  
F A C S I M I L E :  ( 9 0 7 )  5 8 6 - 2 7 5 4

February  10, 1992

T h e  H on orab le  C l i f f  D a v id so n  
Ch a irm an , H o u se  R esou rces  Co m m itte e  
S ta te  Cap ito l, R o o m  108 
Juneau, A K  9 98 01 -1182

D e a r  R ep resen ta tive  D av id so n :

D u rin g  the February  5 hearing  on H B  416 , w h ich  ratifies the A S R C  Settlem ent, tw o im portant questions 
w ere asked. I  asked  s ta f f  from  the A tto rn ey  G e n e ra l’s O f f i c e  and the D iv is io n  o f  O i l  and G a s  to p rovide 
detailed answ ers. T h e ir  response is enclosed .

I hope this in form ation  is usefu l. P le ase  le t m e  know  i f  you  have additional questions.

Co m m iss io n e r

Enclo su re

cc: C o m m itte e  M em b ers
Paul Fuhs, L eg is la tiv e  L ia is o n  

O f f i c e  o f  the G o v e rn o r

10-J9LH



Questions and Answers 
HB 416 House Resources Committee Hearing 

February 5,1992

Why does the legislature have to approve this settlement? It doesn’t approve most 
settlements.

F ir s t , th e  se tt le m e n t req u ire s  th e  s ta te  to  c o n v e y  a  p o r tio n  o f  its  m in e ra l in te re s t to  A S R C .  
A l ie n a t io n  o f  the s ta te ’ s m in e ra l in te re st is  p roh ib ited  b y  S e c t io n  6 ( i )  o f  th e  A l a s k a  S ta te h o o d  
A c t .  In  1 9 7 6 , h o w e v e r , C o n g r e s s  am en d e d  S e c t io n  2 2 ( f )  o f  A N C S A  to  p e rm it  th e  s ta te  to  en te r  
in to  e x c h a n g e s  o f  lan d  " for th e  p u rp o se  o f  e f fe c t in g  lan d  c o n s o l id a t io n s  o r  to  fa c i l i t a te  the 
m a n a g e m e n t  o r  d e v e lo p m e n t  o f  th e  lan d , o r  fo r  o th e r  p u b lic  pu rposes."  E x c h a n g e s  m u s t  b e  o f  
e q u a l v a lu e  u n le ss  fo u n d  to  b e  in  th e  p u b lic  in te re s t "by th e  ap p ro p r ia te  S ec re ta ry ."  T h e  U n i te d  
S ta te s  h a s  c o n f irm e d  tha t its  c o n s e n t  to  th e  e x c h a n g e  is  no t req u ired  an d  th a t th e  req u ire m e n ts  
o f  S e c t io n  6 ( i)  o f  th e  S ta te h o o d  A c t  an d  2 2 ( f )  o f  A N C S A  w il l  b e  s a t is f ie d  a s  lo n g  a s  the 
le g is la tu r e  f in d s  th e  e x c h a n g e  to  b e  in the p u b lic  in terest.

S e c o n d , A S  3 8 .5 0  w h ich  p r o v id e s  au th o r ity  fo r  e x c h a n g e s  o f  in te re s ts  in  s ta te  lan d s  d o e s  n o t 
p r o v id e  an  ap p ro p r ia te  v e h ic le  fo r  th e  se tt lem en t o f  lit ig a tio n . A m o n g  o th e r  th in g s , C h a p t e r  5 0  
c o n te m p la te s  a  v o lu n ta r y  e x c h a n g e  fo r  eq u a l v a lu e s , an d  req u ire s  a p p ra is a ls  an d  a  se r ie s  o f  p u b lic  
h e a r in g s  o n  p ro p o s e d  e x c h a n g e s . A l th o u g h  the  s ta te  an d  A S R C  b e l ie v e  th a t th e  c o n s id e ra t io n  
g iv e n  an d  r e c e iv e d  in  th e  e x c h a n g e  is  ro u g h ly  eq u a l, n o  e f fo r t  h a s  b e en  m a d e  to  a p p ra is e  the 
lan d s . T h e  term s o f  the e x c h a n g e  are  in flu e n c e d  b y  fa c to r s  o th e r  th an  la n d  v a lu e s  (w h ic h  are 
h ig h ly  sp e c u la t iv e , in  a n y  e v e n t) , in c lu d in g  e a c h  s id e ’s a s s e s sm e n t  o f  th e  r isk s  o f  l it ig a tio n . 
B e c a u s e  the a g re e m e n t d o e s  n o t f i t  th e  p ro c e s s  o f  A S  3 8 .5 0 , le g is la t iv e  a p p ro v a l p r o v id e s  the 
a u th o r ity  n e c e s s a r y  to  e f fe c tu a te  th e  e x ch an g e .

T h ird , A r t i c l e  V I I I ,  S e c t io n  10  o f  th e  A la s k a  C o n s t i tu t io n  req u ire s  that "[n]o d is p o s a ls . . .o f  s ta te  
la n d s , o r  in te re s ts  th e re in , sh a ll b e  m a d e  w ith o u t p r io r  p u b lic  n o t ic e  an d  o th e r  s a fe g u a rd s  o f  the 
p u b lic  in te re s ts  a s  m a y  b e  p re sc r ib ed  b y  law ." P u b l ic  in v o lv e m e n t  in  th e  se tt le m e n t is  p ro v id e d  
th ro u g h  the  p ro c e s s  o f  le g is la t iv e  ra tif ic a t io n , in  o rd e r  to  a v o id  a n y  p o te n t ia l c o n s titu t io n a l 
in firm ity .

How are funds accounted for? Does this settlement evade the legislature’s appropriation 
authority?

F u n d s  a c c ru in g  to  the s ta te  fr o m  o i l  an d  g a s  le a s e s  on  s ta te  lan d  g o  in  p art to  the g e n e ra l fu n d  
an d  in  p a r t to  th e  p e rm an e n t fu n d . L e a s e s  is su e d  u n d e r  th e  A S R C  a g re e m e n t  a re  n o  d iffe r e n t . 
T h e  a g re e m e n t d iv id e s  in te re s ts  in  lan d , but a ll r e v e n u e  fro m  the  s ta te ’ s in te re s t b e lo n g s  to  the 
s ta te  a n d  is h an d led  lik e  "norm al" sta te  re v en u e s . In  ad d it io n , it is  th e  l e s s e e ’ s r e sp o n s ib il i ty  to  
p a y  the  a p p ro p r ia te  sh a re  d ir e c t ly  to  th e  s ta te  an d  to A S R C .  T h is  d iv id e d  p a y m e n t  is  u n u su a l 
f o r  A la s k a ,  bu t is a  freq u en t o c cu r ren c e  in o th e r  p a n s  o f  th e  U n i te d  S ta te s  w h e re  lan d  s ta tu s  is 
m o re  c o m p le x .



If, for example, the lessee owes $100 in rent under the lease made under this agreement, and 
that lease happens to be on land that the state owns a 60% undivided interest and ASRC owns 
a 40% undivided interest, then the lessee must send $60 to the state, and $40 to ASRC. That $60 
is accounted for like other oil and gas revenues. Part goes to the general fund and part goes to 
the permanent fund.
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No. 1 
HB 416 
1 /2 4 /9 2

A tta ch m e n t

A r c t i c  S lo p e  R e g io n a l C o rp o ra t io n  S e tt le m e n t Agreem ent

I f  th e  ag reem en t i s  approved  by th e  L e g is la tu r e ,  no a d d i t io n a l  fun ds  
o r  p o s i t io n s  w i l l  be needed to  im p lem ent i t .

I f  th e  ag reem en t i s  n o t app roved  by th e  L e g is la t u r e ,  th e  D epartm ent 
o f  Law w o u ld  expend  s ig n i f i c a n t  fund s  l i t i g a t i n g  th e  d is p u te .  The 
D ep a rtm e n t o f  N a tu r a l  R esources w ou ld  need a p o r t io n  o f  a p o s i t io n  
t o  s u p p o r t th e  l i t i g a t i o n .

In  a d d i t io n ,  th e  s e t t le m e n t  i s  needed i f  th e  s ta te  i s  t o  le a s e  la n d s  
i n  th e  N u iq s u t a re a  now sch e d u le d  f o r  s a le  O i l  and Gas Lease S a le  75 
d u r in g  Decem ber, 1992. I f  th e  agreem ent i s  a p p ro v e d  t h i s  y e a r , th e  
le a s e  s a le  c o u ld  in c lu d e  a p p ro x im a te ly  60 ,000 a c re s  o f  la n d  co ve re d  
i n  th e  ag reem en t (a b o u t one q u a r te r  o f  th e  t o t a l  a c re a g e  o f  S a le  
75) . I f  th e  ag reem en t i s  n o t approved  t h i s  s e s s io n ,  th e  N u iq s u t 
a c re a g e  (assum ing  th e  l i t i g a t i o n  i s  s e t t le d )  c o u ld  n o t be le a s e d  
u n t i l  1995 because  o f  o i l  and gas le a s e  s a le  p ro c e d u ra l 
re q u ire m e n ts .  The N u iq s u t a re a  la n d s  have m o d e ra te  o i l  and gas 
p o t e n t i a l .  I n c lu d in g  them in  th e  le a s e  s a le  w o u ld  b r in g  s ig n i f i c a n t  
new re ve n u e s  to  th e  s ta te .



A L A S K A  S T A T E  L E G I S L A T U R E

R ep resen ta tiv e  E ileen P an lg eo  M acLean 
Co-Chair H o u se  F in an ce  C o m m ittee  
P.O. Box 830 
Barrow, A laska 89723

W H IL E  IN  JU N EA U
Box V
Ju n e a u , A laska 99811
465-4525
465-4833

H O U S E  O F  R E P R E S E N T A T IV E S

D istrict 22

North S lop* 
Borough

Anaktuvuk Pass 
Atqasuk 
Barrow 
Kaktovik 
Nuiqsut 
Point Hope 
Point Lay 
W ainwrighl

North\v*r.t A rc tic  
Borougii

Ambler
Buckland
Deering
Klana
Kivalina
Kobuk
Kotzebue
Noatak
Noorvik
Selawik
Shungnak

M E M O R A N D U M

D A T E :  J a n u a r y  29, 1 9 9 1  n j

Q jiJ r t
TO: Representative Cliff D a v i d s o n ,  C h a i r m a n

H o u s e  R e s o u r c e s  C o m m i t t e e

F R O M :  Representative Eileen P. M a c L e a n

S U B J :  C o m m i t t e e  H e a r i n g  o n  H D  4 1 6

This is to request a hearing o n  H B  416, an act ratifying an 

a g r e e m e n t  settling litigation b e t w e e n  the State of A l a s k a  a n d  the 

Arctic S l o p e  R e g i o n a l  Corporation; establishing p r o c edures for 

i m p l e m e n t i n g  the a g r e e m e n t ;  a n d  providing for a n  

effective date.

H B  4 1 6  settles a n  18 year land dispute b e t w e e n  the State of 

A l a s k a  a n d  the Arctic S l o p e  R e g i o n a l  Corp. T h e  dispute arose 

w h e n  the federal g o v e r n m e n t  a l l o w e d  N u i q s u t  a n d  Point L a y  

village corporations to c h o o s e  lands for o w n e r s h i p  that h a d  b e e n  

transferred to the state t h r o u g h  the A l a s k a  N a t i v e  C l a i m s  

Settlement Act. T h e  state protested the selections a n d  a g r e e d  to 

a land e x c h a n g e  h o w e v e r ,  the e x c h a n g e  w a s  n e v e r  com p l e t e d .  Oil 

w a s  discovered in 1 9 8 4  a n d  both the state a n d  A S R C  filed 

lawsuits against e a c h  other.

T h e  a g r e e m e n t  provides that the state a n d  A S R C  will jointly o w n  

oil a n d  gas rights, with the state maintaining a 5 7 %  share. This 

will b e  the first land a g r e e m e n t  w h e r e  the state a n d  a N a t i v e  

Corporation jointly o w n  land, a n d  it is the first oil a n d  gas sale 

involving the state a n d  a private o w n e r .



H o u s e  R e s o u r c e s  C o m m i t t e e  

p a g e  2

If the legislature d o e s  not a p p r o v e  of the settlement this session 

the t e r m s  of the settlement could be called into question. 

A c c o r d i n g  to D N R ,  litigation w o u l d  continue a n d  the state w o u l d  

delay oil a n d  gas leasing of the potentially valuable land.

I respectfully request a hearing o n  H B  4 1 6  in the H o u s e  

R e s o u r c e s  C o m m i t t e e  at y o u r  earliest convenience. If y o u  h a v e  

a n y  questions, please contact R e n a  B u k o v i c h  of m y  staff at 46 5 -  

4 5 2 5 .

kJ  u J O u J L cQ
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DIVISION OF OIL A N D  GAS

RECEIVED JAN 1 3 1932

WALTER J. HICKEL, G O V E R N O R

P.O. DOX 107034
ANCHORAGE, ALASKA 99510-7034 
PHONE: (907) 782-2553

January 3, 1992 

Dear Sir or Madame:

I am writing to inform you of a settlement agreement concerning certain mineral resources on 
the north slope. In December 1991, the State of Alaska and the Arctic Slope Regional 
Corporation (ASRC) settled a long-running legal dispute concerning land ownership on the north 
slope near Nuiqsut and Point Lay. The mineral estate of this land is potentially valuable for oil, 
gas, or coal. The settlement resolves litigation resulting from a 1974 agreement in which ASRC 
and the state agreed to exchange lands near Nuiqsut and Point Lay. The settlement is not 
effective until approved by the legislature. The Governor will submit the settlement agreement 
to the legislature at the beginning of the legislative session in January. Much of the Nuiqsut-area 
lands have existing oil and gas leases. Certain unleased portions of that area are scheduled to 
be offered for competitive leasing in Oil and Gas Lease Sale 75 in December 1992.

I am enclosing a copy of the settlement, and a summary of its terms prepared by the Division 
of Oil and Gas. If you would like more information, please contact Bob Loeffler of my staff at 
the address on the letterhead. He can be reached at 762-2578.

Sincerely,

(I--''—
/Jimies E. Eason 
TJirector

Enclosures
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PHONE: (9<J7) 782-2553

DIVISION O F  OIL A N D  GAS

SUMMARY OF THE 1991 SETTLEMENT AGREEMENT 
between 

ARCTIC SLOPE REGIONAL CORPORATION & STATE OF ALASKA
January 1992

INTRODUCTION

In December'1991, the State of Alaska and the Arctic Slope Regional Corporation (ASRC) 
settled a long-running legal dispute concerning north slope mineral ownership near Nuiqsut and 
Point Lay. The setdement resolves litigation resulting from a 1974 agreement in which ASRC 
and the state agreed to exchange lands near Nuiqsut and Point Lay. The settlement is not 
effective until approved by the legislature. The Governor will submit the settlement agreement 
to the legislature at the beginning of the legislative session in January. The area affected by the 
settlement is displayed in the maps on the next pages.

Under the setdement, the state and ASRC agree to ’’ointly own undivided interest in the mineral 
estate of the disputed lands. The setdement alsc grants the state the right to hold oil and gas 
lease sales jointly for itself and for ASRC. Once a lease has been signed, the state and ASRC 
each separately administer its lease with respect to its own undivided interest in the subsurface.

Under the settlement agreement, the state does not give up any of its duties to the public imposed 
by law. The state would still have to determine whether a sale would be in the best interest of 
the state, and would follow relevant procedural requirements for leasing and for permitting the 
subsequent exploration for natural resources. The state retains all rights under state law to 
ensure that development of the subsurface complies with laws governing natural resource 
management and protection.

The agreement involves only mineral estate; it does not change the surface ownership. The 
surface estate of the Point Lay lands is state-owned; the Nuiqsut surface is owned by the village 
corporation for Nuiqsut, Kuukpik Corporation.

The land dispute began in 1973 when the federal government allowed the village corporations 
for Nuiqsut and Point Lay to select lands that had previously been transferred to the state. The 
state then protested the eligibility of those villages under the Alaska Native Claims Settlement 
Act. One year later, the state withdrew its protest and agreed to give up ownership of Point Lay 
mineral estate in return for ownership of the Nuiqsut mineral estate. For various reasons, the 
land exchanges expected by the 1974 agreement were never completed. This smoldering dispute 
erupted into lawsuits in 1985 after Texaco announced an oil discovery northeast of the Nuiqsut 
lands.
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The Point Lay area includes the mineral estate beneath approximately 84,000 acres (including all 
lands -- both the disputed uplands and the state-owned submerged lands). The Nuiqsut area 
includes the mineral estate beneath approximately 111,000 acres. However, the Nuiqsut-area 
acreage will eventually be reduced. The agreement concerns the subsurface estate conveyed to 
ASRC by the federal government. Conveyances in that area are not complete. The Nuiqsut area 
includes overselections, all of which will not be conveyed to ASRC. Sections not conveyed to 
ASRC will eventually be eliminated from the area affected by the agreement.

SUMMARY OF THE ISSUES

Land Ownership. The dispute concerns the ownership of the subsurface estate beneath the 
uplands in the Nuiqsut and Pt. Lay areas. The agreement resolves the location and amount of 
the subsurface esta:e attributable to upland ownership. In concept, the state and ASRC agreed 
that submerged lands and the subsurface below them were state-owned. However, the location 
and amount of'submerged lands were hotly disputed and difficult to resolve.

The agreement fixes the amount of submerged lands -- for purposes of oil and gas leasing -  for 
all time. This will eliminate administrative complexity for the state and ASRC, and for lessees 
who might otherwise be unsure who owns their lease tracts. The agreement also provides that 
the amount of submerged lands is agreed to for purposes of resolving this litigation only and has 
no further implication for the many other submerged lands disputes in which the state is involved.

According to the agreement, the state and ASRC own undivided interests in the subsurface estate 
of each section of land in the Nuiqsut and Pt. Lay areas. The interest that each owns reflects a 
50/50 split of the uplands plus a state credit for 100% of the agreed-to submerged land acreage. 
The agreement establishes percentages for all times; the percentages will not change with changes 
in the extent of submerged lands (i.e., due to accretion, reliction, or erosion). Boundaries are 
"squared off’ along the coast and along the NPRA border (i.e., the boundary includes entire 
sections). The squaring off allows for more efficient leasing. It also has the effect of giving 
ASRC a small share of lands in Harrison Bay which are already leased, and the state a small 
share of NPRA lands.

State % = (upland acres * 50%) + (submerged land acres * 100%) 
number of acres in the section (usually 640)

Crucial to the agreement is an exhibit that lists for each disputed section the suite and the ASRC 
percentage ownership m that section. Revenue is calculated by section; it accrues according to 
the percentage ownership listed by section.

Land Management. The state and ASRC agreed to a system where the state manages the land 
for both parties up to the point of leasing. In return for that management, the state owes ASRC 
a certain standard of performance. Once the lease has been signed, the state has for the most pan

• 4 -



discharged its duty to ASRC. Thereafter, the state and ASRC each separately administers its 
lease with respect to its own undivided interest in the subsurface. The exception is that in some 
situations, the commissioner haj the power to establish the royalty value of oil for the state. If 
that occurs the commissioner’s decision will also establish the value for purposes of ASRC.

TERMS OF THE AGREEMENT

The State’s Right to Lease on Behalf of ASRC: The Grant o f Executive Rights. Under the 
agreement, ASRC grants the state "executive rights" to lease the jointly held land on behalf of 
itself and ASRC. Thus, the state holds the lease sale, accepts bids, and signs the lease agreement 
with the lessee. The lease binds both the state and ASRC. In return for these executive rights, 
the state agrees to comply with a standard of performance with respect to ASRC’s interest in the 
land. By this standard, the state agrees to act with "the degree of diligence and discretion that 
would be exercised by an average landowner, acting as a reasonable and prudent person...in 
seeking to cause his subsurface to be explored and developed..." The state and ASRC also agree 
that this standard of performance does not apply "to the extent that the state is prevented from 
complying with such standard because of its duties and obligations as sovereign or because of 
applicable federal or state statutes, regulations and constitutional provisions including, but not 
limited to, those that govern protection of natural resources and procedural requirements for 
disposal of interests in state lands..."

In other words, the state agrees to a standard of care, but does not give up any of its duties to 
the public imposed by law (i.e., we still have to determine whether a sale would be in the best 
interests of the state, etc.). If, for example, it is not in the state’s best interest to lease because 
of potential environmental harm or another reason, the state can decline to lease (can decline to 
exercise its execute rights). In that case, ASRC has the same rights as any member of the public 
to appeal the state’s finding, but cannot compel the state to act by virtue of this agreement. If 
the state refuses to lease, ASRC has the right to lease its own interest under the laws of mineral 
cotenancy. Finally, the state agrees to "treat ASRC’s interest in the same manner as it treats its 
own interest and shall not act in a manner intended to benefit itself at the expense of ASRC."

The state’s liability under this standard could, in some circumstances, be quite significant With 
knowledge gained by exploration, it is always possible to second-gue^ the terms of a past lease 
sale. To avoid claims made in hindsight that the state should have acted differently and did not 
live up to its promised standard, the parties agreed upon a dispute resolution process to resolve 
differences before the sale (and without going to court).

In this process, the state proposes "substantive terms and conditions" for a lease sale to ASRC. 
These terms include such variables as royalty rate and minimum bid, but they do not include 
sovereign powers of the state such as those that are exercised in best interest findings or in 
stipulations attached to land use permits. If they cannot agree on the "substantive terms and 
conditions" of the sale, the disagreement is referred to an expert (called a qualified independent



consultant). The expen determines whether the state’s proposed "substantive terms and 
conditions" meet the standard of performance.

Three outcomes are possible: (1) the state and ASRC agree on terms and the lease sale goes 
forward: (2) they disagree, and die issue is referred to the expen who decides in favor of the 
state; or (3) they disagree, and the issue is referred to the expert who decides in favor of ASRC.
If either of the first two situations occurs (agreement or an expert decision favoring the state), 

ASRC forever waives the right to argue that the state violated its standard of performance. If 
the expert decides in favor of ASRC, the state can, of course, decide to adopt ASRC's 
recommendations. It can also go ahead under its own terms. If this occurs, however, ASRC may 
claim damages in court, arguing that the state violated the standard of performance that it 
promised in the agreement.

After the Joint Lease: Separate Administration. After the state signs the lease on behalf of 
itself and ASRC, the state and ASRC will each separately administer its own interest in the lease. 
The two parties' have what is essentially identical but separate legal relationship with the lessee 
with respect to the same mineral estate. Although a new concept for Alaska, this is a frequent 
occurrence in other parts of the United States, like Texas, where landownership is more 
complicated.

Most state administration of oil and gas leases focuses on an operator’s compliance with laws 
concerning natural resource management and protection (land use permits, etc.). This 
administration is based not upon the state’s statutes for oil and gas leases, but on the state’s 
sovereign powers. These regulatory decisions are made by the state alone. Decisions concerning 
whether the lessee has lived up to his lease obligation (e.g., paid rent, drilled for oil) are made 
under the requirements of the individual lease document These decisions would be administered 
separately by the two parties with respect to their own interests.

There is an unlikely possibility that the state or ASRC will terminate its lease but that the other 
will not In that case, the party with the unleased interest would be free to lease its interest on 
its own (though such a lease might be worth considerably less than a joint lease). In addition, 
the lessee may still explore and produce, but as long as part of the subsurface interest is unleased, 
production occurs under the lav/s of mineral cotenancy. These laws have not been tested in 
Alaska, but we expect that the lessee will owe the remaining lessor (the one with the lease) the 
royalty due under that lease, and will owe the other lessor (the one without a lease) the value of 
all oil after its share of production and development costs have been subtracted.

This system, while unusual for Alaska, is unlikely to create frequent conflict. The limited nature 
of decisions made under the lease and the self-interest of both the state and ASRC will likely 
result in consistent administration.



SUMMARY OF PROCESS BEFORE A JO IN T  LEASE SALE.

The previous section explained the concept of the settlement agreement. This section explains 
the steps that precede a joint lease sale.

The Grant of Executive Rights. Once State and ASRC both have title to a section and the 
section is unleased, State has Executive Rights to lease both State and ASRC acreage for oil and 
gas. With those executive rights, the State is held to a "Standard of Performance" but does not 
give up its "Sovereign Powers."

1. State proposes "substantive terms and conditions" of the lease sale. At least 6 months 
before sale, State gives ASRC notice of proposed "substantive terms and conditions" for the 
sale.

2a. If State and ASRC reach "Approval Agreement" -  that is, if State and ASRC agree
on those terms, State goes forward and holds the sale. Go to Step 3.

2b. If State and ASRC disagree - the Qualified Independent Consultant (QIC). If State
and ASRC disagree, the disagreement is referred an expert, the Qualified Independent 
Consultant. State and ASRC show each other and the QIC their information; QIC 
decides whether State would breach its "Standard of Performance" in using those 
"substantive terms and conditions."

(i) If QIC decides for State. State holds lease sale. Go to Step 3.

(ii) If QIC decides against State. State has two choices:
(A) Change terms to those requested by ASRC and hold sale. Go to Step 3.
(B) Hold sale using State’s proposed terms. Go to Step 4.

3. State holds Lease Sale -  Liability Ends. ASRC loses right to argue State breached 
Executive Rights "Standard of Performance" because ASRC agreed or lost in front of the 
QIC.

4. State holds Lease Sale -  Liability Continues. ASRC retains right to sue for damages that 
State breached "standard of performance." If they sue, court reviews decision of QIC based 
on the record before QIC. If, based on record before QIC, court decides that QIC’s decision 
was "arbitrary and capricious" State is absolved of liability. If court upholds QIC, then 
court awards damages on State’s failure to comply with "standard of performance."

Grant of Executive Rights Ends -  State and ASRC Administer Own Interest Separately. 
One partial exceptions to separate administration: ASRC agrees to use State’s method for royalty 
evaluation.
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STANDARD OF PERFORMANCE. The agreed standard of performance is reproduced from 
the agreement.

4.2 Standard of Performance.
(a) The State shall exercise the Executive Rights granted herein in compliance with the 

Limited Prudent Landowner Standard, as defined herein, as to the substantive terms and 
conditions of all Subsurface Agreements1 and Subsurface Agreement Solicitations1 to be 
executed or issued by the State as executive pursuant to this Settlement Agreement In exercising 
such Executive Rights, the State shall treat ASRC’s interest in the same manner as it treats its 
own interest and shall not act in a manner intended to benefit itself at the expense of ASRC.

(b) Neither the Limited Prudent Landowner Standard nor any other provision of this 
Settlement Agreement creates a fiduciary duty on the part of the State to ASRC.

IMPORTANT DEFINITIONS

"Executive Rights" means the exclusive right, power, and authority to formulate and issue 
Subsurface Agreement Solicitations1 and to negotiate, formulate, agree upon, execute, and grant 
Subsurface Agreements1 pursuant to the terms of this Settlement Agreement

"Limited Prudent Landowner Standard" means the Prudent Landowner Standard except 
to the extent that the State is prevented from complying with such standard because of its duties 
and obligations as sovereign or because of applicable federal or state statutes, regulations, and 
constitutional provisions, including, but not limited to, those that govern protection of natural 
resources and procedural requirements for disposal of interests in state lands for leasing, 
exploration, and development of natural resources, subject, however, to the provisions of 
subsection 8.2.2

"Prudent Landowner Standard" means the degree of diligence and discretion that would be 
exercised by an average landowner, acting as a reasonable and prudent person who is familiar 
with prevailing practices and standards in the oil, gas, and mineral industry in the area at the 
time, in seeking to cause his subsurface to be explored and developed and to maximize 
subsurface revenues from such subsurface and protect such subsurface from drainage.

"Substantive terms and conditions" means, but is not limited to, timing of lease sales, lease 
tract identification and composition, bid terms, and lease terms but shall not include (i) the 
exercise by the State of its duties and obligations as sovereign, (ii) the State’s compliance with 
applicable federal or state statutes, regulations, and constitutional provisions, including but not

1 "Subsurface Agreements" are essentially oil and gas, or coal leases. "Subsurface Agreement 
Solicitations" is the lease sale.

2 Section 8.2 ensures that ASRC has not waived "its right to challenge the constitutionality of any 
statute or the validity of any rcgulation...that singles out the Nuiqsut subsurface or the Point Lay 
subsurface for treatment different from tn-jt accorded to other lands with the State of Alaska, or that causes 
any injury-in-fact to any rights expressly granted to ASRC under this Settlement Agreement."

- 8 -



o, those that govern protection of natural resources and procedural requirements for 
of interests in State lands for leasing, exploration, and development of natural resources, 
granting of exploration incentive credits against tax obligations or the State’s royalty 
but not ASRC’s royalty interest), or (iv) other exercise of the State’s taxing power."

- 9 -
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1991 SETTLEMENT AGREEMENT
BETWEEN ARCTIC SLOPE REGIONAL

CORPORATION AND THE STATE OF ALASKA

Introduction
T h e  S t a t e  o f  A l a s k a  ( " S t a t e " )  a n d  A r c t i c  S l o p e  R e g i o n a l  

C o r p o r a t i o n  ( " A S R C " )  s u e d  e a c h  o t h e r ,  i n  t w o  s e p a r a t e  l a w s u i t s ,  

o v e r  t h e  v a l i d i t y  o f  a  M a r c h  1 9 7 4  A g r e e m e n t  ( " 1 9 7 4  A g r e e m e n t " ) .  

T h e  l a w s u i t s  w e r e  e n t i t l e d :

(1) S t a t e  o f  A la s k a  v .  A r c t i c  S lo p e  R e g io n a l  C o r p o r a t io n ,  
3 A N - 8 5 - 1 5 5 2 3  C i v i l ,  A l a s k a  S u p e r i o r  C o u r t ,  T h i r d  

J u d i c i a l  D i s t r i c t ,  f i l e d  N o v e m b e r  7, 1 9 8 5 .

(2) A r c t i c  S lo p e  R e g io n a l  C o r p o r a t io n  v .  L e n n ie  
B o s to n -G o r s u c h  a n d  G ary C. G u s t a f s o n , C i v i l  N o .

J 8 5 - 0 2 6 ,  U n i t e d  S t a t e s  D i s t r i c t  C o u r t  F o r  A l a s k a ,  i n  

J u n e a u ,  f i l e d  O c t o b e r  2, 1 9 8 5 .

I n  1 9 9 0 ,  t h e  f e d e r a l  c o u r t  l a w s u i t  w a s  d i s m i s s e d  w i t h o u t

p r e j u d i c e  t o  A S R C ' s  r i g h t  t o  r e f i l e  i t .  T h e  S t a t e  a n d  A S R C  n o w

w i s h  t o  d i s m i s s  t h e  s t a t e  c o u r t  l a w s u i t ,  a l s o  w i t h o u t  p r e j u d i c e ,

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

T h e  S t a t e  a n d  A S R C  h a v e  f u l l y  a n d  i n d e p e n d e n t l y

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

r e g a r d i n g  t h e  e n f o r c e a b i l i t y  o f  t h e  1 9 7 4  A g r e e m e n t .  I n  s e t t l i n g ,

t h e  p a r t i e s 17 u n d e r s t a n d  t h a t  e a c h  g i v e s  u p  t h e  r i g h t  t o

d i s c o v e r  f u l l y  t h e  s t r e n g t h  o r  w e a k n e s s  o f  t h e  o t h e r  p a r t y ' s

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

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

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

r e l a t i n g  t o  t i t l e s  a s  s e t  o u t  i n  t h i s  S e t t l e m e n t  A g r e e m e n t  w i l l

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

t o  A S R C ,  a n d  i s  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  p u b l i c .

T h e  l i t i g a t i o n  c o n c e r n s  a  d i s p u t e  b e t w e e n  A S R C  a n d  t h e

S t a t e  o v e r  t h e  o w n e r s h i p  o f  l a n d s  l o c a t e d  n e a r  N u i q s u t  a n d  P o i n t

L a y .  T c  s e t t l e  t h e  d i s p u t e ,  t h e  S t a t e  a n d  A S R C  h a v e  a g r e e d  i n

17W o r d s  a n d  p h r a s e s  p r i n t e d  i n  t h e  t e x t  o f  t h i s  A g r e e m e n t  i n  

b o l d f a c e  a r e  d e f i n e d  i n  S e c t i o n  11.
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t h i s  S e t t l e m e n t  A g r e e m e n t  t o  e f f e c t  a n  e x c h a n g e  o f  u n d i v i d e d  

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

a u t h o r i z e d  u n d e r  s e c t i o n  2 2 ( f )  o f  ANCSA, s o  a s  t o  c a u s e  t h e  

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

b y  t h e  S t a t e  a n d  A S R C .  T h e  d i s p u t e d  l a n d s  h a v e  n u m e r o u s  b o d i e s  

o f  w a t e r  w i t h i n  o r  a d j a c e n t  t o  t h e m .  T h e  S t a t e  c l a i m s  t h a t  m a n y  

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

o w n s  b y  v i r t u e  o f  t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n ' s  e q u a l  f o o t i n g  

d o c t r i n e  a n d  t h e  f e d e r a l  S u b m e r g e d  L a n d s  A c t .  F o r  v a r i o u s  

r e a s o n s ,  A S R C  d i s p u t e s  t h e  S t a t e ' s  c l a i m s .  M o r e o v e r ,  t h e  

e x t e n s i v e  n a t u r e  o f  t h e  b o d i e s  o f  w a t e r  a n d  s e a c o a s t  m a k e s  t h e  

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

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

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

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

m a k e  i t  e x t r e m e l y  d i f f i c u l t  f o r  e i t h e r  t h e  S t a t e  o r  A S R C  t o  

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

t h e m .  T h e r e f o r e ,  i n  o r d e r  t o  e l i m i n a t e  t h e  p o t e n t i a l  f o r  f u t u r e  

o w n e r s h i p  d i s p u t e s ,  i n  t h i s  S e t t l e m e n t  A g r e e m e n t  A S R C  a n d  t h e  

S t a t e  h a v e  a g r e e d  t o  e x c h a n g e  u n d i v i d e d  i n t e r e s t s  i n  t h e  

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

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

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

a v u l s i o n .

E x c e p t  a s  p r o v i d e d  b e l o w  i n  s e c t i o n  6 ( g o v e r n i n g  

c o n s e q u e n c e s  o f  s e p a r a t e  t e r m i n a t i o n  o f  a  Subsurface Agreement) 

a n d  s u b s e c t i o n  9 . 5  ( g o v e r n i n g  d i v i s i o n  o f  r e v e n u e  f r o m  c e r t a i n  

l e a s e s ) , t h i s  S e t t l e m e n t  A g r e e m e n t  p r o v i d e s  t h a t  a l l  subsurface 

revenues r e l a t e d  to, o r  g e n e r a t e d  b y  t h e  e x p l o r a t i o n ,  

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

s a l e ,  o r  o t h e r  d i s p o s i t i o n  o f ,  a n y  i n t e r e s t  i n  t h e  Nuiqsut 

subsurface a n d  t h e  Point Lay subsurface w i l l  b e l o n g  t o  A S R C  o r  

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

t o  S e c t i o n  3.

A S R C  a n d  t h e  S t a t e  f u r t h e r  a g r e e  a s  f o l l o w s :
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1. S T A T B  L E G I S L A T I V E  A P P R O V A L .

1 . 1 .  1 9 9 2  L e g i s l a t i v e  S e s s i o n .

A S R C  a n d  t h e  S t a t e  w i l l  s u b m i t  t h i s  S e t t l e m e n t  

A g r e e m e n t  t o  t h e  S e c o n d  S e s s i o n  o f  t h e  S e v e n t e e n t h  A l a s k a  

L e g i s l a t u r e  f o r  t h e  L e g i s l a t u r e ' s  a p p r o v a l .

1 . 2 .  F o r m  o f  A p p r o v a l ;  N o  C h a n g e s  W i t h o u t  M u t u a l  C o n s e n t .

A S R C  a n d  t h e  S t a t e  w i l l  s u b m i t  a  b i l l  t o  t h e

L e g i s l a t u r e  a p p r o v i n g  t h i s  S e t t l e m e n t  A g r e e m e n t  a s  s e t  o u t  i n  

E x h i b i t  A .  N e i t h e r  A S R C  n o r  t h e  S t a t e  w i l l  s e e k  c h a n g e s  i n  t h e  

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

1 . 3 .  E f f e c t  o f  W i t h d r a w a l  o f  E i t h e r  P a r t y ,  L e g i s l a t i v e

C h a n g e ,  L e g i s l a t i v e  A p p r o v a l ,  o r  S u b s e q u e n t  C o u r t

I n v a l i d a t i o n .

(a) T h - s  S e t t l e m e n t  A g r e e m e n t  w i l l  b e  w h o l l y  v o i d  a n d  

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

E f f e c t i v e  D a t e .  A f t e r  s u c h  a  w i t h d r a w a l ,  e i t h e r  p a r t y  m a y  s e e k  a  

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

o r d e r s  w i t h  r e s p e c t  to, t h e  1 9 7 4  A g r e e m e n t  a n d  p u r s u e  t h e  c l a i m s ,  

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

t h e  I n t r o d u c t i o n  a b o v e .  E i t h e r  p a r t y  m a y  w i t h d r a w ,  w i t h o u t  

c a u s e ,  f r o m  t h i s  S e t t l e m e n t  A g r e e m e n t  b e f o r e  t h e  F i n a l  E f f e c t i v e  

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

p a r t y .

(b) S u b j e c t  t o  p a r a g r a p h  1 . 3 ( a ) ,  i f  t h e  b i l l  a s  s e t  

o u t  i n  E x h i b i t  A  ( o r  a n o t h e r  b i l l  a p p r o v i n g  t h i s  S e t t l e m e n t  

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

R e s o u r c e s  a n d  A S R C )  b e c o m e s  l a w ,  t h e n  t h e r e a f t e r  n e i t h e r  t h e  

S t a t e  n o r  A S R C  m a y  s e e k  t o  e n f o r c e  t h e  1 9 7 4  A g r e e m e n t  o r  p u r s u e  

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

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

u n l e s s :

(1) t h e  l a w  i s  a d j u d g e d ,  i n  a  f i n a l  s t a t e  o r  f e d e r a l  

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

u n c o n s t i t u t i o n a l ;

(2) t h e  e n t i r e t y  o f  t h i s  S e t t l e m e n t  A g r e e m e n t  i s  

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

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

(3) (:'l ) a n y  c o n v e y a n c e  r e q u i r e d  b y  t h i s  S e t t l e m e n t

A g r e e m e n t ,  o r  i t s  s u b s e c t i o n s  3 . 1 ,  3 . 2 ,  s e c t i o n s  4, 5, 6, 7, 

8, 9, o r  s u b s e c t i o n  1 0 . 1 1  ( s i n g l y  o r  i n  c o m b i n a t i o n )  i s  

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

|jf4 a l l  a p p e a l s  a r e  d e c i d e d ,  t o  b e  i l l e g a l  o r  u n e n f o r c e a b l e  f o r

^  a n y  r e a s o n ,  a n d  (ii) e i t h e r  t h e  S t a t e  o r  A S R C  g i v e s  w r i t t e n

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

S e t t l e m e n t  A g r e e m e n t  w i t h i n  s i x t y  (60) d a y s  a f t e r  a l l  

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

(c) T h e  r u n n i n g  o f  a n y  s t a t u t e  o f  l i m i t a t i o n s  t h a t  

m i g h t  b a r  e n f o r c e m e n t  o f  t h e  1 9 7 4  A g r e e m e n t  a s  b e t w e e n  t h e  S t a t e  

a n d  A S R C  i s  h e r e b y  s u s p e n d e d ,  u n t i l  t h e  e a r l i e s t  o f :  (i) t h e

jjjjjj| d a t e  w h e n  t h i s  S e t t l e m e n t  A g r e e m e n t  b e c o m e s  v o i d  p u r s u a n t  t o

p a r a g r a p h  1 . 3 ( a ) ;  (ii) t h e  d a t e  w h e n  a  j u d g m e n t  d e t e r m i n i n g  

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

s u b p a r a g r a p h  1 . 3 ( b ) (1) o r  t h i s  S e t t l e m e n t  A g r e e m e n t  t o  b e  w h o l l y  

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

1 . 3 ( b ) ( 2 )  b e c o m e s  f i n a l  ( a f t e r  a l l  a p p e a l s  a r e  d e c i d e d ) ;  o r

(iii) t h e  d a t e  o n  w h i c h  e i t h e r  t h e  S t a t e  o r  A S R C  g i v e s  n o t i c e  o f  

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

1 . 3 ( b )  (3) .

(d) S h o u l d  a  j u d g m e n t  d e s c r i b e d  i n  s u b p a r a g r a p h  (l) o r

(2) o r  a  n o t i c e  d e s c r i b e d  i n  s u b p a r a g r a p h  (3) o f  p a r a g r a p h  1 . 3 ( b )

■r| b e c o m e  f i n a l  o r  b e  g i v e n ,  t h i s  S e t t l e m e n t  A g r e e m e n t  s h a l l  b e  v o i d

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

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

I M  r e s p e c t  t o, t h e  1 9 7 4  A g r e e m e n t  a n d  p u r s u e  t h e  c l a i m s ,*
, c o u n t e r c l a i m s ,  a n d  d e f e n s e s  a s s e r t e d  i n  t h e  t w o  l a w s u i t s  c i t e d  i n

j H  t h e  I n t r o d u c t i o n  a b o v e ;  p r o v i d e d  o n l y  t h a t  t h e  p r o v i s i o n s  o f

p a r a g r a p h s  1 . 3 ( c )  a n d  1 . 3 ( e )  s h a l l  n e v e r t h e l e s s  b e  a n d  r e m a i n  

III! e f f e c t i v e .

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

^ 4  p r o v i d e d  i n  p a r a g r a p h  1 . 3 ( d ) ,  t h e  S t a t e  a n d  A S R C  e a c h  s h a l l

5 ®  e x e c u t e  a n d  d e l i v e r  a l l  c o n v e y a n c e s  a n d  o t h e r  d o c u m e n t s  a n d  d o

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

. •
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c o n v e y e d  p r i o r  t o  s u c h  v o i d a n c e ,  t o  t h e  e x t e n t  s u c h  c o n v e y a n c e s  

w e r e  m a d e  p u r s u a n t  t o  S e c t i o n  3 o f  t h i s  S e t t l e m e n t  A g r e e m e n t .  

R e c o n v e y a n c e s  s h a l l  b e  m a d e  s u b j e c t  t o  Subsurface Agreements a n d  

o t h e r  t h i r d - p a r t y  r i g h t s  c r e a t e d  a f t e r  t h e  S e c t i o n  3 c o n v e y a n c e  

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

p a r t y  t o  t h e  Subsurface Agreement i s  n o t  a f f i l i a t e d  w i t h  t h e  

p a r t y  t h a t  c r e a t e d  t h e  i n t e r e s t  o r  e x e c u t e d  t h e  Subsurface 

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

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

S e t t l e m e n t  A g r e e m e n t  h a v i n g  b e c o m e  v o i d .

1.4. Dismissal of Litigation.

W i t h i n  t e n  (10) d a y s  a f t e r  t h e  Final Effective Date o f  

t h i s  S e t t l e m e n t  A g r e e m e n t ,  A S R C  a n d  t h e  S t a t e  w i l l  f i l e  in 

S u p e r i o r  C o u r t  a  S t i p u l a t i o n  f o r  D i s m i s s a l  i n  t h e  f o r m  s e t  o u t  i n  

E x h i b i t  B.

1.5. Creation of Third-Party Interests While Bill Is
Pending.

N e i t h e r  A S R C  n o r  t h e  S t a t e  w i l l  c r e a t e  o r  g r a n t  a n y  

t h i r d - p a r t y  i n t e r e s t  i n  t h e  Nuiqsut subsurface o r  t h e  Point L a y  

subsurface b e f o r e  t h e  Final Effective Date o f  t h i s  S e t t l e m e n t  

A g r e e m e n t ;  t h e r e a f t e r ,  t h e  c r e a t i o n  o f  t h i r d  p a r t y  i n t e r e s t s  a n d  

t h e  m a n a g e m e n t  o f  t h e  Nuiqsut subsurface a n d  Point Lay subsurface 

w i l l  b e  g o v e r n e d  b y  t h e  t e r m s  o f  t h i s  S e t t l e m e n t  A g r e e m e n t .  

H o w e v e r ,  b e f o r e  t h e  Final Effective Date o f  t h i s  S e t t l e m e n t  

A g r e e m e n t ,  t h e  S t a t e  m a y  i s s u e  p e r m i t s ,  r i g h t s - o f - w a y ,  a n d  t h e  

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

a n d  e i t h e r  t h e  S t a t e  o r  A S R C  ( a c t i n g  w i t h  r e s p e c t  t o  t h o s e  o i l  

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

a u t h o r i z e  a s s i g n m e n t s  o f  o r  r o u t i n e  a m e n d m e n t s  t o  e x i s t i n g  o i l  

a n d  g a s  l e a s e s  a f f e c t i n g  s e c t i o n s  o f  t h e  Nuiqsut subsurface, s o  

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

r e s p e c t  t o  t h e  subsurface a n d  t h e  a m e n d m e n t s  d o  n o t  m a t e r i a l l y  

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

g a s  l e a s e s .
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2. LANDS SUBJECT TO 1991 SETTLEMENT AGREEMENT.

2.1. Submerged Land* and Seacoast Boundaries.

(a) A S R C  a n d  t h e  S t a t e  h a v e  b e e n  u n a b l e  t o  r e a c h  

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

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

i n c l u d e d  i n  t h e  Nuiqsut subsurface o r  t h e  Point Lay subsurface o r  

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

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

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

■ A  b o u n d a r i e s ,  l o c a t i o n ,  o r  e x t e n t  o f  s u b m e r g e d  l a n d s  m a y  c h a n g e

b e c a u s e  o f  a c c r e t i o n ,  r e l i c t i o n ,  o r  a v u l s i o n .  T h e y  a l s o  r e a l i z e  

t h a t  t h e  a b i l i t y  o f  e a c h  t o  l e a s e  o r  e x p l o i t  o r  r e a l i z e  b e n e f i t  

f r o m  t h e  subsurface w o u l d  b e  a d v e r s e l y  a f f e c t e d  b y  t h e  

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

|||j e x t e n t  o f  s u b m e r g e d  l a n d s  c o u l d  r e s u l t  i n  c h a n g e s  i n  o w n e r s h i p .

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

S e c t i o n  3 o f  t h e  S t a t e  a n d  A S R C  i n  t h e  subsurface i n  t h e  e n t i r e t y  

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

Nuiqsut subsurface a n d  t h e  Point Lay subsurface w i l l  n o t  c h a n g e  

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

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

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

S e t t l e m e n t  A g r e e m e n t  i s  n o t  i n t e n d e d  t o  b e  a n d  m a y  n o t  b e  

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

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

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

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

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

s e c t i o n .

(b) E a c h  r e f e r e n c e  i n  t h i s  S e t t l e m e n t  A g r e e m e n t  t o  a  

" s e c t i o n ’’ t h a t  i n c l u d e s  a n y  a r e a  w h i c h  m a y  n o w  o r  h e r e a f t e r  b e  

d e e m e d  s u b m e r g e d  l a n d  u n d e r  t h e  B e a u f o r t  S e a ,  t h e  C h u k c h i  S e a ,  o r  

t h e  K a s e g a l u k  L a g o o n  r e f e r s  t o  t h e  s q u a r e  o r  r e c t a n g u l a r  a r e a  

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

|S| S e a ,  t h e  C h u k c h i  S e a ,  o r  t h e  K a s e g a l u k  L a g o o n )  e n c o m p a s s e d  w i t h i n
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a  f u l l  s q u a r e  o r  r e c t a n g u l a r  s e c t i o n  ( p r o t r a c t e d  o r  p r o j e c t e d  t o  

t h e  e x t e n t  i t  i s  w i t h i n  t h e  B e a u f o r t  S e a ,  t h e  C h u k c h i  S e a ,  o r  t h e  

K a s e g a l u k  L a g o o n )  c o n t a i n i u y  a p p r o x i m a t e l y  6 4 0  a c r e s .

(c) A S R C  f o r e v e r  d i s c l a i m s  a n d  q u i t c l a i m s  t o  t h e  S t a t e  

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

b e n e a t h  t h e  K a s e g a l u k  L a g o o n  w i t h i n  T 2 N ,  R 4 5  a n d  R 4 6 W ,  a n d  T I N ,  

R 4 6 W ,  U m i a t  M e r i d i a n ,  w h i c h  i n t e r e s t  m i g h t  d e r i v e  f r o m  

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

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

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

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

t h e  subsurface w i t h i n  a n y  o f  t h e  s p e c i f i c  s e c t i o n s  o f  t h e  P o i n t  

Lay subsurface ( i n c l u d i n g  l a n d s  b e n e a t h  t h e  K a s e g a l u k  L a g o o n )  t o  

b e  c o n v e y e d  f r o m  t h e  S t a t e  t o  A S R C  u n d e r  s u b s e c t i o n  3 . 2  o f  t h i s  

S e t t l e m e n t  A g r e e m e n t .

(d) T h e  m a p s  a t t a c h e d  a s  E x h i b i t  C  ( f o r  t h e  Nuiqsut 

subsurface) a n d  a s  E x h i b i t  D  ( f o r  t h e  Point L a y  subsurface) a r e  

f o r  i l l u s t r a t i v e  p u r p o s e s ;  u n d e r  A S  0 9 . 2 5 . 0 4 0 ( 6 ) ,  i n  t h e  e v e n t  o f  

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

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

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

c o n f l i c t  w i t h  i t .

2.2. Current Ownership of Nuiqsut Lands.

(а) T h e  U n i t e d  S t a t e s  h a s  m a d e  t h e  f o l l o w i n g  

c o n v e y a n c e s  t o  A S R C :

(1) I n t e r i m  C o n v e y a n c e  N o .  1 1 0  d a t e d  J u l y  1 8, 1 9 7 8 ;

(2) I n t e r i m  C o n v e y a n c e  N o .  5 6 9  d a t e d  N o v e m b e r  12,

1 9 8 2 ;

(3) I n t e r i m  C o n v e y a n c e  N o .  6 2 1  d a t e d  J a n u a r y  7, 1 9 8 3 ;

(4) I n t e r i m  C o n v e y a n c e  N o .  1 1 6 1  d a t e d  A p r i l  2 2 ,  1 9 8 6 ;

(5) I n t e r i m  C o n v e y a n c e  N o .  1 4 0 6  d a t e d  S e p t e m b e r  2 0 ,

1 9 8 8 ;  a n d

(б) I n t e r i m  C o n v e y a n c e  N o .  1 5 0 1 ,  d a t e d  M a y  9, 1 9 9 1 .
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A S R C  w a r r a n t s  t o  t h e  S t a t e  t h a t  i t  h a s  n o t  c r e a t e d  a n y  o i l  a n d  

g a s  l e a s e s  o r  o t h e r  t h i r d - p a r t y  i n t e r e s t s  i n  t h e  subsurface o f  

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

r e s p e c t  t o  I n t e r i m  C o n v e y a n c e  N o .  1 4 0 6 ,  t h e  r i g h t s  o f  K u u k p i k  

C o r p o r a t i o n  u n d e r  t h e  Xuukpik Agreement.

(b) A S R C  i s  e n t i t l e d  u n d e r  ANCSA t o  r e c e i v e  f r o m  t h e  

U n i t e d  S t a t e s  p a t e n t s  t o  t h e  subsurface d e s c r i b e d  i n  t h e  

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

a n d  p a t e n t s  f o r  a d d i t i o n a l  p o r t i o n s  o f  t h e  Nuiqsut subsurface. 

A S R C  w i l l  n o t  t a k e  a n y  a c t i o n  o r  o m i t  t o  t a k e  a n y  a c t i o n  t h a t  

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

p a t e n t s  t o  t h e s e  l a n d s .

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

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

Nuiqsut subsurface, a n d  A S R C  l i k e w i s e  c l a i m s  t i t l e  to, o r  t h e  

r i g h t  t o  a c q u i r e  t i t l e  to, t h e  subsurface i n  c e r t a i n  o f  t h e s e  

s u b m e r g e d  l a n d s .  H o w e v e r ,  n e i t h e r  t h e  S t a t e  n o r  A S R C  h a s  a g r e e d  

a s  t o  t h e  e f f e c t  o f  P u b l i c  L a n d  O r d e r  8 2  ( J a n u a r y  2 2 ,  1 9 4 3 ) ,

8 F e d .  R e g .  1 5 9 9  ( F e b r u a r y  4, 1 9 4 3 ) ,  o r  a s  t o  a  s p e c i f i c  l e g a l  

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

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

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

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

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

o r  A S R C  m a y  h e r e a f t e r  r e c e i v e  p a t e n t s  o r  i n t e r i m  c o n v e y a n c e s  f r o m  

t h e  U n i t e d  S t a t e s  t o  Nuiqaut subsurface w i t h i n  l a n d s  c o v e r e d  b y  

o n e  o r  m o r e  o r  a l l  o f  t h e  A l a s k a  N a t i v e  a l l o t m e n t  a p p l i c a t i o n s  

d e s c r i b e d  i n  p a r a g r a p h  1 1 . 1 2 ( a ) ,  a n d  A S R C  m a y  h e r e a f t e r  r e c e i v e  

p a t e n t s  o r  i n t e r i m  c o n v e y a n c e s  f r o m  t h e  U n i t e d  S t a t e s  t o  Nuiqsut 

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

A l a s k a  N a t i v e  a l l o t m e n t  a p p l i c a t i o n s  d e s c r i b e d  i n  p a r a g r a p h

1 1 . 1 2 ( b ) .

(d) T h e  S t a t e  w a r r a n t s  t o  A S R C  t h a t  i t  h a s  i s s u e d  o n l y  

t h e  f o l l o w i n g  o i l  a n d  g a s  l e a s e s  ( d e s i g n a t e d  b y  i t s  A l a s k a  

D i v i s i o n  o f  L a n d s  ( A D L )  n u m b e r s )  i n  t h e  Nuiqsiut subsurface:
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A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

A D L

N O .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

o n

N O .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .

2 5 5 2 6

2 5 5 2 9

2 5 5 3 0
3 5 6 0 0 0

3 5 6 0 0 1
3 5 6 0 0 2

3 5 6 0 0 3

3 5 6 0 0 4

3 5 6 0 0 5

3 6 5 5 0 6  ( t e r m i n a t e d  f o r  n o n p a y m e n t  o f  a n n u a l  r e n t a l  

D e c e m b e r  1, 1 9 8 6 )

2 5 5 3 5

2 5 5 3 6

2 5 5 3 7

2 5 5 3 9  

2 5 5 5 6

2 5 5 4 0

2 5 5 4 1

2 5 5 5 4

2 5 5 5 5

2 5 5 6 0

2 5 5 6 1

2 5 5 6 2

2 5 5 6 3

2 5 5 7 7

2 5 5 7 8

2 5 5 7 9

2 5 5 9 6

2 5 5 9 7  

3 6 4 4 6 6

3 6 4 4 6 8

3 6 4 4 6 9

3 6 6 2 0 1

3 6 6 2 0 2

3 6 6 2 0 3

3 6 6 2 0 4

I n  a d d i t i o n ,  t h e  S t a t e  h a s  c r e a t e d  o t h e r  t h i r d  p a r t y  i n t e r e s t s  i n  

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

w a t e r  u s e  p e r m i t s )  w i t h  r e s p e c t  t o  u s e  o f  o r  o p e r a t i o n s  o n  t h e  

s u r f a c e  w i t h i n  t h e  Nuiqsut subsurface a r e a .

2.3. Possible Changes Regarding Nuiqsut subsurface.

(a) N a t i v e . A i l . g . t m e n t  A p p l i c a t i o n s • T h e  s t a t e ' s  a n d  

A S R C ' s  p e r c e n t a g e s  i n  c e r t a i n  s e c t i o n s  o f  t h e  Nuiqsut subsurface 

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

r i g h t s  i n  l a n d s  c o v e r e d  b y  c e r t a i n  p e n d i n g  A l a s k a  N a t i v e  

a l l o t m e n t  a p p l i c a t i o n s .  I t  i s  p o s s i b l e  t h a t  i n  s o m e  s i t u a t i o n s

1 9 9 1  S e t t l e m e n t  A g r e e m e n t  
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e i t h e r  t h e  S t a t e  o r  A S R C ,  o r  i n  s o m e  c a s e s  n e i t h e r  t h e  S t a t e  n o r  

A S R C ,  w i l l  r e c e i v e  a  f i n a l  c o n v e y a n c e  f r o m  t h e  U n i t e d  S t a t e s  o f  

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

a p p l i c a t i o n s .  E x h i b i t  E  s e t s  f o r t h  t h e  S t a t e ' s  a n d  A S R C ' s  

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

t h e  e x i s t e n c e  o f  t h e s e  A l a s k a  N a t i v e  a l l o t m e n t  a p p l i c a t i o n s  a s  

d e s c r i b e d  i n  E x h i b i t  E. A  c o n v e y a n c e  m a d e  p u r s u a n t  t o  s e c t i o n  3 

f r o m  t h e  S t a t e  t o  A S R C ,  o r  f r o m  A S R C  t o  t h e  S t a t e ,  s h a l l  u s e  t h e  

p e r c e n t a g e s  s e t  f o r t h  i n  E x h i b i t  E  t h a t  c o r r e s p o n d  t o  t h e  

a p p r o p r i a t e  s i t u a t i o n  a s  d e s c r i b e d  i n  E x h i b i t  E.

(b) K u u k p i k  Q v e r s e l e c t l o n s . E a c h  o f  t h e  s e c t i o n s  o f  

t h e  Nuiqsut subsurface d e s c r i b e d  i n  E x h i b i t  E  h a s  b e e n  s e l e c t e d  

b y  K u u k p i k  C o r p o r a t i o n  f o r  c o n v e y a n c e  o f  t h e  s u r f a c e  e s t a t e  f r o m  

t h e  U n i t e d  S t a t e s  t o  K u u k p i k  C o r p o r a t i o n  p u r s u a n t  t o  ANCSA. If  

s u c h  a  c o n v e y a n c e  i s  m a d e ,  A S R C  w i l l  r e c e i v e  a n  i n t e r i m  

c o n v e y a n c e  o r  p a t e n t  f r o m  t h e  U n i t e d  S t a t e s  u n d e r  A N C S A  t o  t h e  

subsurface o f  t h o s e  l a n d s .  A  p o s s i b i l i t y  e x i s t s ,  h o w e v e r ,  t h a t  

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

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

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

e s t a t e  f r o m  t h e  U n i t e d  S t a t e s  u n d e r  ANCSA. I f  a  s e l e c t i o n  b y  

K u u k p i k  C o r p o r a t i o n  o f  t h e  l a n d s  a v a i l a b l e  f o r  s e l e c t i o n  b y  i t  i n  

a l l  o f  a n y  s e c t i o n  o r  i n  a  p a r t  o f  a  Pinal Partial Section 

d e s c r i b e d  i n  E x h i b i t  E  s h a l l  h e r e a f t e r  b e  r e j e c t e d  o r  

r e l i n q u i s h e d  ( s o  a s  t o  t e r m i n a t e  t h e  e n t i t l e m e n t  o f  K u u k p i k  

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

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

s e c t i o n  u n d e r  A N C S A ) , t h a t  s e c t i o n  o r  p a r t  o f  a  Pinal Partial 

Section, a s  m o r e  f u l l y  d e s c r i b e d  i n  p a r a g r a p h  1 1 . 1 2 ( c ) ,  a s  

a p p l i c a b l e ,  s h a l l  a u t o m a t i c a l l y  b e  e x c l u d e d  f r o m  t h e  Nuiqsut 

subsurface a n d  s h a l l  n o t  b e  d e e m e d  t o  b e  Nuiqsut subsurface f o r  

p u r p o s e s  o f  t h i s  S e t t l e m e n t  A g r e e m e n t .
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2.4. Current Ownership of Point Lay Lands.

T h e  U n i t e d  S t a t e s  h a s  m a d e  c o n v e y a n c e s  t o  t h e  S t a t e  

t h a t  i n c l u d e  Point Lay subsurface a s  d e s c r i b e d  i n  t h e  f o l l o w i n g

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

(a) U . S .  P a t e n t  N o . 5 0 - 8 4 - 0 7 7 6  d a t e d  S e p t e m b e r  25,

1 9 8 4 ;

(b) U . S .  P a t e n t  N o . 5 0 - 8 4 - 0 7 7 7  d a t e d  S e p t e m b e r  25,

1 9 8 4 ;

( O U . S .  P a t e n t  N o . 5 0 - 8 4 - 0 7 7 8  d a t e d  S e p t e m b e r  25,

1 9 8 4 ;

(d) U . S .  P a t e n t  N o . 5 0 - 8 4 - 0 7 8 1  d a t e d  S e p t e m b e r  25,

1 9 8 4 ;  a n d

(e) T e n t a t i v e  A p p r o v a l  D e c i s i o n  d a t e d  D e c e m b e r  23,

1 9 6 5 .

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

o u t e r  b o u n d a r i e s  o f  t h e  l a n d s  d e s c r i b e d  a s  Point Lay subsurface, 

a l t h o u g h  n e i t h e r  t h e  S t a t e  n o r  A S R C  h a s  a g r e e d  a s  t o  t h e  e f f e c t  

o f  P u b l i c  L a n d  O r d e r  8 2  o r  a s  t o  a  s p e c i f i c  l e g a l  d e f i n i t i o n  o f  

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

o r  e x t e n t  o f  s u b m e r g e d  l a n d s  o r  a s  t o  t h e  p r o p e r  s t a n d a r d s ,  l e g a l  

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

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

l a n d s  i n  a n y  a r e a  o r  s e c t i o n .  T h e  S t a t e  w a r r a n t s  t o  A S R C  t h a t  i t  

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

Point L a y  subsurface. T h e  S t a t e  h a s ,  h o w e v e r ,  c r e a t e d  o t h e r  

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

a u t h o r i z a t i o n s  ( s u c h  a s  l a n d  o r  w a t e r  u s e  p e r m i t s )  w i t h  r e s p e c t  

t o  u s e  o f  o r  o p e r a t i o n s  o n  t h e  s u r f a c e  w i t h i n  t h e  Point Lay 

subsurface a r e a .

3. CONVEYANCE OP INTEREST IN LANDS.

3.1. ASRC Conveyances.

(a) F u l l v  Conveyed Sections o n  P i n a l  Effective.. D a t e . 

W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  Pinal Effective Date o f  t h i s  

S e t t l e m e n t  A g r e e m e n t ,  A S R C  w i l l  c o n v e y  t o  t h e  S t a t e  a n  u n d i v i d e d  

i n t e r e s t  e q u a l  t o  t h e  a p p l i c a b l e  " S t a t e  p e r c e n t a g e "  s e t  o u t  i n
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E x h i b i t  E  i n  t h a t  p o r t i o n  o f  t h e  Nuiqsut subsurface ( w i t h o u t  

r e g a r d  t o  w h e t h e r  t h a t  Nuiqsut subsurface i s  w i t h i n  u p l a n d s  o r  

w i t h i n  s u b m e r g e d  l a n d s )  i n  e a c h  Fully Conveyed Section e x i s t i n g  

a s  o f  t h a t  d a t e  t o  w h i c h  A S R C  h a s  h e r e t o f o r e  a c q u i r e d  t i t l e  o r  

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

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

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

s e c t i o n .  W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  Final Effective Date 

o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  A S R C  w i l l  e x e c u t e  a n d  d e l i v e r  t o  

t h e  S t a t e  a  w a r r a n t y  d e e d  a s  s e t  o u t  i n  E x h i b i t  G  w h i c h  c o n v e y s  

t h e  a p p l i c a b l e  S t a t e  p e r c e n t a g e  a s  s e t  o u t  i n  E x h i b i t  E  f o r  t h a t  

p o r t i o n  o f  t h e  Nuiqsut subsurface i n  e a c h  Fully Conveyed Section, 

r e t a i n i n g  t o  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  t h e  a p p l i c a b l e  

A S R C  p e r c e n t a g e  a s  s e t  o u t  i n  E x h i b i t  E  w i t h  r e s p e c t  t o  t h a t  

p o r t i o n  o f  t h e  Nuiqsut subsurface i n  e a c h  s e c t i o n .

(b) S e c t i o n s  T h a t  B e c o m e  Fully Conveyed Sections A f t e r  

t h e  Final Effective D a t e . A s  t o  e a c h  s e c t i o n  o f  t h e  Nuiqsut 

subsurface t h a t  i s  n o t  a  Fully Conveyed Section o n  t h e  Final 

Effective Date o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h i s  S e t t l e m e n t  

A g r e e m e n t  w i l l  a l s o  r e q u i r e  t h a t  w h e n  t h a t  s e c t i o n  b e c o m e s  a  

Fully Conveyed Section a f t e r  t h e  Final Effective Date, A S R C  s h a l l  

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

S t a t e  p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  E  i n  t h a t  p o r t i o n  o f  t h e  

Nuiqsut subsurface ( w i t h o u t  r e g a r d  t o  w h e t h e r  t h a t  Nuiqsut 

subsurface i s  w i t h i n  u p l a n d s  o r  w i t h i n  s u b m e r g e d  l a n d s )  i n  t h a t  

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

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

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

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

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

d e e d  a s  s e t  o u t  i n  E x h i b i t  G  w h i c h  c o n v e y s  t h e  a p p l i c a b l e  S t a t e  

p e r c e n t a g e  a s  s e t  o u t  i n  E x h i b i t  E  f o r  t h a t  p o r t i o n  o f  t h e  

Nuiqsut subsurface i n  t h a t  s e c t i o n  n o  l a t e r  t h a n  t h i r t y  (30) d a y s  

f o l l o w i n g  t h e  d a t e  w h e n  t h a t  s e c t i o n  b e c o m e s  a  Fully Conveyed 

Section, r e t a i n i n g  t o  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  t h e
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a p p l i c a b l e  ASRC p e r c e n t a g e  a s  s e t  o u t  i n  E x h i b i t  E  w i t h  r e s p e c t  

t o  t h a t  p o r t i o n  of t h e  Nuiqsut subsurface i n  t h e  s e c t i o n .  

N o t w i t h s t a n d i n g  t h e  f o r e g o i n g ,  h o w e v e r ,  a s  t o  t h e  Pinal Partial 

Section, if a n y ,  t h e  w a r r a n t y  d e e d  s h a l l  n o t  i n c l u d e  o r  d e s c r i b e  

a n y  p o r t i o n  of t h e  Pinal Partial Section t h a t  is n o t  i n c l u d e d  i n  

t h e  p o r t i o n  o f  t h a t  s e c t i o n  w h i c h  i s  d e e m e d  t o  b e  a  Fully 

Conveyed Section. T h e  a p p l i c a b l e  S t a t e  a n d  ASRC p e r c e n t a g e s  s e t  

o u t  i n  E x h i b i t  E  s h a l l  n o t  b e  c h a n g e d  a s  t o  t h e  p o r t i o n  of a  

Pinal Partial Section i n c l u d e d  i n  a  Fully Conveyed Section b y  

v i r t u e  of t h e  e x c l u s i o n  of t h e  r e m a i n d e r  of t h a t  Pinal Partial 

Section from t h e  Nuiqsut subsurface.

3 . 2 .  State Conveyances.

(a) P o i n t  L a y . W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  

Pinal Effective Date o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  w i l l  

c o n v e y  t o  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  t h e  a p p l i c a b l e  A S R C  

p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  F  i n  t h e  subsurface i n  a l l  p o r t i o n s  

o f  t h e  Point L a y  subsurface ( w i t h o u t  r e g a r d  t o  w h e t h e r  t h a t  Point 

Lay subsurface i s  w i t h i n  u p l a n d s  o r  w i t h i n  s u b m e r g e d  l a n d s )  w h i c h  

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

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

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

s u b m e r g e d  l a n d s  o r  u p l a i  d s  w i t h i n  t h e  Point Lay subsurface.

W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  Pinal Effective Date o f  t h i s  

S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  w i l l  e x e c u t e  a n d  d e l i v e r  t o  A S R C  

a  p a t e n t ,  a s  s e t  o u t  i n  E x h i b i t  H, w h i c h  c o n v e y s  t h e  a p p l i c a b l e  

A S R C  p e r c e n t a g e  a s  s e t  o u t  i n  E x h i b i t  F  i n  t h o s e  p o r t i o n s  o f  t h e  

Point Lay subsurface, r e t a i n i n g  t o  t h e  S t a t e  a n  u n d i v i d e d  

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

E x h i b i t  F w i t h  r e s p e c t  to t h e  p o r t i o n  o f  t h e  Point Lay subsurface 

i n  e a c h  of t h e s e  s e c t i o n s .

(b) N u i a s u t .

(1) F u l l v  C o n v e y e d  S e c t i o n s  on  th e  F in a l  
E f f e c t i v e  D a t e . W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  Final 

Effective Date o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  w i l l  

c o n v e y  t o  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  t h e  a p p l i c a b l e  A S R C
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p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  E  i n  a l l  p o r t i o n s  o f  t h e  N u i q a u t  

s u b s u r f a c e  ( w i t h o u t  r e g a r d  t o  w h e t h e r  t h e  N u i q s u t  s u b s u r f a c e  is 

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

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

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

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

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

w i t h i n  t h a t  s e c t i o n .  W i t h i n  t h i r t y  (30) d a y s  a f t e r  t h e  F i n a l  

E f f e c t i v e  D a t e  o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  w i l l  

e x e c u t e  a n d  d e l i v e r  t o  A S R C  a  p a t e n t  a s  s e t  o u t  i n  E x h i b i t  H  

w h i c h  c o n v e y s  t h e  a p p l i c a b l e  A S R C  p e r c e n t a g e  a s  s e t  o u t  i n  

E x h i b i t  E  i n  t h o s e  p o r t i o n s  o f  t h e  N u i q s u t  s u b s u r f a c e  i n  e a c h  o f  

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

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

o u t  i n  E x h i b i t  E  i n  t h o s e  p o r t i o n s  o f  t h e  N u i q s u t  s u b s u r f a c e  i n  

e a c h  s e c t i o n .

(2) S e c t i o n s  T h a t Becom e F u l l y  C o n v e y e d  S e c t i o n s  
A f t e r  t h e  F in a l  E f f e c t i v e  D a te . T h e r e  m a y  b e  s e c t i o n s  o f  N u i q s u t  

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

E f f e c t i v e  D a t e  o f  t h i s  S e t t l e m e n t  A g r e e m e n t .  W h e n  t h a t  d a t e  

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

s e c t i o n  b e c o m e s  a  F u l l y  C o n v e y e d  S e c t i o n ,  t h e  S t a t e  s h a l l  c o n v e y  

t o  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  t h e  a p p l i c a b l e  A S R C  

p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  E  i n  a l l  p o r t i o n s  o f  t h e  N u i q s u t  

s u b s u r f a c e  ( w i t h o u t  r e g a r d  t o  w h e t h e r  t h a t  N u i q s u t  s u b s u r f a c e  i s  

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

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

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

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

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

e x e c u t e  a n d  d e l i v e r  t o  A S R C  a  p a t e n t ,  a s  s e t  o u t  i n  E x h i b i t  I, 

c o n v e y i n g  t o  A S R C  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  t h e  a p p l i c a b l e  

A S R C  p e r c e n t a g e ,  a s  s e t  o u t  i n  E x h i b i t  E, i n  t h o s e  p o r t i o n s  o f  

t h e  N u i q s u t  s u b s u r f a c e  n o  l a t e r  t h a n  t h i r t y  (30) d a y s  f o l l o w i n g  

t h e  d a t e  w h e n  t h a t  s e c t i o n  b e c o m e s  a  F u l l y  C o n v e y e d  S e c t i o n ,
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r e t a i n i n g  t o  t h e  S t a t e  a n  u n d i v i d e d  i n t e r e s t  e q u a l  t o  t h e  

a p p l i c a b l e  S t a t e  p e r c e n t a g e ,  a s  s e t  o u t  i n  E x h i b i t  E, i n  t h o s e  

p o r t i o n s  of t h e  Nuiqsut subsurface i n  t h a t  s e c t i o n ;  h o w e v e r ,  a s  

t o  t h e  Pinal Partial Section, i f  a n y ,  t h e  p a t e n t  s h a l l  n o t  

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

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

d e e m e d  t o  b e  a  Pully Conveyed Section. T h e  a p p l i c a b l e  S t a t e  

p e r c e n t a g e  a n d  ASRC p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  E  s h a l l  n o t  b e  

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

i n  a  Pully C o n v e y e d  Section b y  v i r t u e  o f  t h e  e x c l u s i o n  o f  t h e  

r e m a i n d e r  o f  t h a t  Final Partial Section f r o m  t h e  Nuiqsut 

subsurface.

3.3. Changes Relating to Submerged L a n d s .

N o  c h a n g e  i n  t h e  b o u n d a r y ,  l o c a t i o n ,  o r  e x t e n t  o f  

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

s e c t i o n  o f  t h e  Nuiqsut subsurface o r  t h e  Point L a y  subsurface 

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

s u b s u r f a c e  o w n e d  b y  A S R C  o r  b y  t h e  S t a t e ,  r e s p e c t i v e l y ,  i n  t h e  

Nuiqsut subsurface o r  t h e  Point Lay subsurface i n  t h e  l a n d  

a f f e c t e d  b y  s u c h  a  c h a n g e  a s  s e t  o u t  i n  E x h i b i t s  E  o r  F, a s  

a p p l i c a b l e .

4. SUBSURFACE AGREEMENTS AFFECTING NUIQSUT SUBSURFACE AND POINT 
LAY SUBSURFACE; GRANT OF RIGHTS TO EXECUTIVE; RIGHTS AND 
DUTIES OP EXECUTIVE.

4.1. Grant of Executive Rights.

A S R C ,  o n  b e h a l f  o f  i t s e l f  a n d  i t s  s u c c e s s o r s  a n d  

a s s i g n s ,  h e r e b y  g r a n t s  a n d  c o n v e y s  t h e  Executive Rights t o  t h e  

S t a t e  a s  e x e c u t i v e  w i t h  r e s p e c t  t o  (i) t h e  u n d i v i d e d  i n t e r e s t s  i n  

Point L a y  subsurface a n d  Nuiqsut subsurface w h i c h  a r e  c o n v e y e d  b y  

t h e  S t a t e  to A S R C  f r o m  t i m e  t o  t i m e  p u r s u a n t  t o  t h i s  S e t t l e m e n t  

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

o f  t h o s e  r e s p e c t i v e  i n t e r e s t s  t o  A S R C ,  a n d  (ii) t h e  u n d i v i d e d  

i n t e r e s t s  i n  Nuiqsut subsurface r e t a i n e d  b y  A S R C  i n  Pully 

Conveyed Sections i n  w h i c h  A S R C  c o n v e y s  u n d i v i d e d  i n t e r e s t s  t o  

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

1991 S e t t l e m e n t  A g re e m e n t
P a g e  15 002)117.10



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

o f  a n  u n d i v i d e d  i n t e r e s t  i n  t h e  subsurface i n  t h o s e  r e s p e c t i v e  

Pully Conveyed Sections f r o m  A S R C  t o  t h e  S t a t e .

4.2. Standard of Performance.

(a) T h e  S t a t e  s h a l l  e x e r c i s e  t h e  Executive Rights 

g r a n t e d  h e r e i n  i n  c o m p l i a n c e  w i t h  t h e  L imited Prudent Landowner 

Standard, a s  d e f i n e d  h e r e i n ,  a s  t o  t h e  substantive terms and 

conditions o f  a l l  Subsurface Agreements a n d  Subsurface Agreement 

Solicitations t o  b e  e x e c u t e d  o r  i s s u e d  b y  t h e  S t a t e  a s  e x e c u t i v e  

p u r s u a n t  t o  t h i s  S e t t l e m e n t  A g r e e m e n t .  I n  e x e r c i s i n g  s u c h  

Executive Rights, t h e  S t a t e  s h a l l  t r e a t  A S R C ' s  i n t e r e s t  i n  t h e

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

m a n n e r  i n t e n d e d  t o  b e n e f i t  i t s e l f  a t  t h e  e x p e n s e  o f  A S R C .

(b) N e i t h e r  t h e  Limited Prudent Landowner Standard n o r  

a n y  o t h e r  p r o v i s i o n  o f  t h i s  S e t t l e m e n t  A g r e e m e n t  c r e a t e  a  

f i d u c i a r y  d u t y  o n  t h e  p a r t  o f  t h e  S t a t e  to A S R C .

4.3. Notice and Consultation; Resolution of Disputes.

(a) R i g h t  o f  A S R C  t o  R e v i e w  Subsurface Agreements a n d  

Subsurface Agreement Solicitations. A S R C  w i l l  h a v e  t h e  r i g h t  t o  

h a v e  i t s  r e p r e s e n t a t i v e s  r e v i e w  a n d  m a k e  c o m m e n t s  o r  s u g g e s t i o n s  

c o n c e r n i n g  p r o p o s e d  d r a f t s  o f  Subsurface Agreements a n d  

Subsurface Agreement Solicitations p r o p o s e d  t o  b e  r e c o m m e n d e d  b y  

t h e  Director t o, o r  e x e c u t e d  b y ,  t h e  Commissioner ( s u b j e c t  t o  

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

r e q u i r e m e n t s ) , a n d  to o b s e r v e  a n y  o t h e r w i s e  p r i v a t e  n e g o t i a t i o n s  

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

Subsurface Agreements a n d  Subsurface Agreement Solicitations.

T h e  S t a t e  m a y  i n  i t s  d i s c r e t i o n  i n c o r p o r a t e  A S R C ' s  c o m m e n t s .

(b) N o t i c e  o f  P r o p o s e d  A c t i o n  t o  A S R C :  C o n s u l t a t i o n . 

T h e  S t a t e  w i l l  c o n s u l t  i n  g o o d  f a i t h  w i t h  A S R C  b e f o r e  t h e  S t a t e  

a s  e x e c u t i v e  i s s u e s  a n y  Subsurface Agreement Solicitation. I f  a  

Subsurface Agreement i s  n o t  p r e c e d e d  b y  a  Subsurface Agreement 

Solicitation, t h e  S t a t e  w i l l  c o n s u l t  i n  g o o d  f a i t h  w i t h  A S R C  

b e f o r e  e x e c u t i n g  t h a t  Subsurface Agreement. I n  e i t h e r  i n s t a n c e ,  

c o n s u l t a t i o n  w i l l  o c c u r  p r i o r  t o  t h e  Director's r e c o m m e n d a t i o n  t o
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t h e  Commissioner, o r  i n  t h e  a b s e n c e  o f  a  Director's 

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

t h e  S t a t e  a s  e x e c u t i v e .  T h e  S t a t e  m a y  i n  i t s  d i s c r e t i o n  

i n c o r p o r a t e  A S R C ' s  c o m m e n t s .  A t  l e a s t  o n e  h u n d r e d  a n d  e i g h t y  

(180) d a y s  b e f o r e  e x e c u t i o n  o r  i s s u a n c e  o f  a  Subsurface A g r e e m e n t  

o r  Subsurface Agreement Solicitation, t h e  S t a t e  w i l l  d e l i v e r  t o  

A S R C  a  w r i t t e n  P r o posed Action Notice d e s c r i b i n g  i n  a s  m u c h  

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

subsurface o r  t h e  Point Lay subsurface i n v o l v e d ,  a n d  t h e  n a t u r e  

(and, t o  t h e  e x t e n t  t h e n  k n o w n  b y  t h e  S t a t e ,  t h e  p r o p o s e d  t e r m s )  

o f  t h e  p r o p o s e d  Subsurface Agreement o r  Subsurface Agreement 

Solicitation t o  b e  r e c o m m e n d e d  b y  t h e  Director o r  e x e c u t e d  o r  

i s s u e d  b y  t h e  Commissioner, a s  a p p l i c a b l e .

(c) Approval A g r e e m e n t s . A S R C  a n d  t h e  S t a t e  s n a i l  

e n d e a v o r  i n  g o o d  f a i t h  t o  a g r e e  i n  a  w r i t t e n  Approval Agreement 

upon t h e  substantive terms and conditions o f  a l l  p r o p o s e d  

Subsurface Agreements a n d  p r o p o s e d  Subsurface Agreement 

Solicitations w i t h  r e s p e c t  t o  w h i c h  a  Proposed Action Notice i s  

g i v e n  t o  A S R C .  I f  t h e  S t a t e ,  w i t h i n  s i x  (6) m o n t h s  a f t e r  t h e  

e x e c u t i o n  o f  a n  Approval Agreement, e x e c u t e s  o r  i s s u e s  a  

Subsurface A g r eement o r  Subsurface Agreement Solicitation 

c o n s i s t e n t  w i t h  t h e  substantive terms and conditions o f  t h e  

Approval A g r eemen t, A S R C  s h a l l  n o t  t h e r e a f t e r  h a v e  a  r i g h t  t o  

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

e x e c u t i o n  o r  i s s u a n c e  o f  t h a t  Subsurface Agreement o r  Subsurface 

Agreement Solicitation f a i l e d  t o  c o m p l y  w i t h  t h e  s t a n d a r d  s e t  

f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  a n d  A S R C  

s h a l l  b e  h e l d  to have a g r e e d  t h a t  s u c h  e x e c u t i o n  o r  i s s u a n c e  w a s  

i n  c o m p l i a n c e  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  

h e r e o f .

(d) F a i l u r e  t o  A g r e e ;  Action N o t i c e . U n l e s s  a n  

Approval A g r eement w i t h  r e s p e c t  t o  a  Proposed A c t i o n  Notice h a s  

a l r e a d y  b e e n  e x e c u t e d ,  t h e  S t a t e  w i l l  g i v e  a  w r i t t e n  Action 

Notice t o  A S R C  b y  c e r t i f i e d  m a i l ,  r e t u r n  r e c e i p t  r e q u e s t e d ,  n o  

s o o n e r  t h a n  t w e n t y - f i v e  (25) d a y s  a f t e r  g i v i n g  t h e  Proposed
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Action Notice b u t  a t  l e a s t  f i f t e e n  (15) d a y s  b e f o r e  t h e  D i r e c t o r  

m a k e s  a  r e c o m m e n d a t i o n  t o  t h e  Commissioner f o r  e x e c u t i o n  o r  

i s s u a n c e  o f  (or, i n  t h e  a b s e n c e  o f  a  r e c o m m e n d a t i o n  b y  t h e  

Director, b e f o r e  t h e  e x e c u t i o n  o r  i s s u a n c e  b y  t h e  Commissioner 

of) a n y  Subsurface Agreement o r  Subsurface Agreement Solicitation 

r e f e r r e d  t o  i n  t h e  Proposed Action Notice. T h e  Action Notice 

w i l l  d e s c r i b e  t h e  Nuiqsut subsurface o r  t h e  Point Lay subsurface 

i n v o l v e d  a n d  w i l l  s e t  f o r t h  i n  d e t a i l  t h e  substantive terms and 

conditions o f  t h e  p r o p o s e d  Subsurface Agreement or Subsurface 

Agreement Solicitation.

(e) P r o t e s t  N o t i c e ;  E f f e c t  o f  F a i l u r e  t o  P r o t e s t .

A S R C  m a y ,  w i t h i n  t e n  (10) d a y s  a f t e r  r e c e i p t  o f  a n  Action Notice, 

g i v e  a  w r i t t e n  Protest Notice t o  t h e  S t a t e  b y  c e r t i f i e d  m a i l ,  

r e t u r n  r e c e i p t  r e q u e s t e d .  T h e  Protest Notice s h a l l  s t a t e  i n  

r e a s o n a b l e  d e t a i l  A S R C ' s  o b j e c t i o n s  t o  substantive terms and 

conditions o f  t h e  p r o p o s e d  Subsurface Agreement or Subsurface 

Agreement Solicitation d e s c r i b e d  i n  t h e  Action Notice, a n d  s h a l l  

r e q u e s t  t h a t  t h e  d i s p u t e  b e  r e f e r r e d  t o  a  Qualified Independent 

Consultant. I f  A S R C  d o e s  n o t  g i v e  a  Protest Notice t o  t h e  S t a t e

w i t h i n  t e n  (10) d a y s  a f t e r  r e c e i p t  o f  a n  Action Notice, a n d  i *

t h e  S t a t e  e x e c u t e s  o r  i s s u e s  a  Subsurface Agreement o r  Subsurface 

Agreement Solicitation c o n s i s t e n t  w i t h  t h e  Action Notice w i t h i n  

s i x  (6) m o n t h s  o f  A S R C ' s  r e c e i p t  o f  t h e  Action Notice, A S R C  s h a l l  

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

j-4 b a s e d  o n  a n  a s s e r t i o n  t h a t  t h e  e x e c u t i o n  o r  i s s u a n c e  o f  t h a t

Subsurface Agreement o r  Subsurface Agreement Solicitation f a i l e d  

t o  c o m p l y  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  

S e t t l e m e n t  A g r e e m e n t ,  a n d  A S R C  s h a l l  b e  h e l d  t o  h a v e  a g r e e d  t h a t  

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

s e t  f o r t h  in p a r a g r a p h  4 . 2 ( a )  h e r e o f .

(f) R e f e r r a l  o f  P r o t e s t s  t o  Qualified I n d e p e n d e n t  

C o n s u l t a n t . I f  A S R C  t i m e l y  g i v e s  a  Protest Notice w i t h  r e s p e c t

t o  a n  A c t i o n  Notice, t h e  p r o t e s t  s h a l l  b e  r e f e r r e d  to a  Qualifiedw
Independent Consultant t o  b e  s e l e c t e d  b y  r a n d o m  d r a w i n g .  T h e  

r a n d o m  d r a w i n g  s h a l l  b e  e f f e c t e d  p r o m p t l y ,  a n d  i n  a n y  e v e n t
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w i t h i n  f i v e  (5) d a y s  a f t e r  d e l i v e r y  o f  t h e  Proteat Notice, a n d  

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

S t a t e  a n d  A S R C .  T h e  n a m e s  o f  a l l  t h e  Qualified Independent 

Consultants w h o  a r e  t h e n  m e m b e r s  o f  t h e  Consultant Group s h a l l  b e  

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

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

Independent Consultant t o  w h o m  t h e  Protest Notice s h a l l  b e  

r e f e r r e d .  I f  t h e  Qualified Independent Consultant s o  s e l e c t e d  is 

n o t  a v a i l a b l e  (or b e c o m e s  u n a v a i l a b l e  f o r  a n y  r e a s o n  a f t e r  

s e l e c t i o n  b u t  b e f o r e  r e n d e r i n g  a  Consultant O p i n i o n ) , t h e n  t h e

Protest Notice s h a l l  b e  a s s i g n e d  p r o m p t l y  t o  a n o t h e r  Qualified

Independent Consultant s e l e c t e d  b y  r a n d o m  d r a w i n g  a s  d e s c r i b e d  

a b o v e ,  a n d  s o  on, u n t i l  a  Qualified Independent Consultant h a s  

b e e n  s e l e c t e d  w h o  r e n d e r s  a  Consultant Opinion w i t h  r e s p e c t  t o  

I g J  t h e  Protest Notice.

(g) D e f e r r a l  o f  D e c i s i o n  P e n d i n g  C o n s u l t a n t  O p i n i o n . 

| | p  I f  A S R C  t i m e l y  g i v e s  a  P r o t e s t  N o t i c e  w i t h  r e s p e c t  t o  a  p r o p o s e d

Subsurface Agreement or Subsurface Agreement Solicitation

d e s c r i b e d  i n  a n  Action Notice, t h e  S t a t e  w i l l  t a k e  n o  f u r t h e r  

a c t i o n  w i t h  r e s p e c t  t o  t h e  s a m e  u n t i l  a  w r i t t e n  Consultant 

Opinion h a s  b e e n  i s s u e d  b y  a  Qualified Independent Consultant t o  

w h o m  t h e  Protest Notice h a s  b e e n  r e f e r r e d .

(h) Q u a l i f i c a t i o n s .  S e l e c t i o n .  R e m o v a l ,  a n d  

R e p l a c e m e n t  o f  Q u a l i f i e d  I n d e p e n d e n t  C o n s u l t a n t s .

p

■

1

i

i

«

i

(1) E s t a b l i s h m e n t  o f  C o n s u l t a n t  G ro u p . T h e

Consultant Group s h a l l  i n i t i a l l y  c o n s i s t  o f  a n d  i n c l u d e  t h e

f o l l o w i n g  s i x  (6) persons, e a c h  o f  w h o m  s h a l l  b e  a  Qualified

Independent Consultant:

C a s s  A r i e y  

3 1 0 8  W e n t w o r t h  

A n c h o r a g e ,  A l a s k a  9 9 5 0 8

H a r r y  J a m i s o n

P. 0 .  B o x  4 6 6 6

S u n  R i v e r ,  O r e g o n  9 9 7 0 7
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M a r v  M a n g u s

1 0 4 5  E a s t  2 7 t h  A v e n u e

A n c h o r a g e ,  A l a s k a  9 9 5 0 8

T o m  M a r s h a l l  

1 5 6 9  B i r c h w o o d  

A n c h o r a g e ,  A l a s k a  9 9 5 0 8

F r i t z  N a g e l

6 4 4 2  G e r o n i m o  C i r c l e

A n c h o r a g e ,  A l a s k a  9 9 5 0 4

T o m  W i l s o n

7 6 6  D o s  H e r m a n o s  R o a d

S a n t a  B a r b a r a ,  C a l i f o r n i a  9 3 1 1 1

(2) " I n d e p e n d e n t"  D e f i n e d . A  p e r s o n  s h a l l  n o t  b e  

d e e m e d  t o  b e  " i n d e p e n d e n t "  f r o m  t h e  S t a t e  a n d  A S R C  i f  t h a t  p e r s o n  

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

S t a t e  o r  a n y  a g e n c y ,  b u r e a u ,  o r  d e p a r t m e n t  o f  t h e  S t a t e  o r  o f  

A S R C  o r  a n y  s u b s i d i a r y  o f  A S R C  o r  o t h e r  p e r s o n  c o n t r o l l e d  b y  A S R C  

o r  a  s h a r e h o l d e r  o f  A S R C  o r  i f  t h a t  p e r s o n  i s  e n g a g e d  a s  a n  

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

t o  o r  p e r f o r m  s e r v i c e s  f o r  t h e  S t a t e  o r  a n y  a g e n c y ,  b u r e a u  o r  

d e p a r t m e n t  o f  t h e  S t a t e  o r  A S R C  o r  a n y  s u b s i d i a r y  o f  A S R C  o r  

o t h e r  p e r s o n  c o n t r o l l e d  b y  A S R C ;  h o w e v e r ,  t h e  e n g a g e m e n t  o f  a  

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

w i t h  r e f e r e n c e  t o  a  d i s p u t e  b e t w e e n  A S R C  a n d  t h e  S t a t e  u n d e r  t h i s  

s u b s e c t i o n  4 . 3  s h a l l  n o t  c a u s e  t h a t  m e m b e r  t o  c e a s e  t o  b e  

" i n d e p e n d e n t . "

(3) R em o va l o f  Q u a l i f i e d  I n d e p e n d e n t  C onsu l t j t n m .  
B y  w r i t t e n  a g r e e m e n t ,  t h e  S t a t e  a n d  A S R C  c a n ,  a t  a n y  t i m e  o r  

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

a n o t h e r  p e r s o n  a s  a  m e m b e r  o f  t h e  C o n s u l t a n t  G r o u p .  F u r t h e r ,  i f  

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

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

h a v e  t h e  r i g h t ,  b y  g i v i n g  w r i t t e n  n o t i c e  t o  t h e  o t h e r ,  t o  r e m o v e  

t h a t  m e m b e r  f r o m  t h e  C o n s u l t a n t  G r o u p .

(4) R e p l a c e m e n t  o f  Q u a l i f i e d  I n d e p e n d e n t  

C o n s u l t a n t s . I f  a t  a n y  t i m e  a n y  m e m b e r  o f  t h e  C o n s u l t a n t  G r o u p
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s h a l l  d e c l i n e  t o  s e r v e  a s  a  m e m b e r  o f  t h e  Consultant G r o u p ,  s h a l l  

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

s e r v e  a s  a  m e m b e r  o f  t h e  Consultant Group, t h e n  u p o n  w r i t t e n  

r e q u e s t  g i v e n  b y  t h e  S t a t e  o r  A S R C  t o  t h e  o t h e r ,  t h e  S t a t e  a n d  

A S R C  s h a l l  e n d e a v o r  t o  a g r e e  i n  w r i t i n g  u p o n  a  r e p l a c e m e n t .  I f  

a g r e e m e n t  is n o t  r e a c h e d  w i t h i n  f i f t e e n  (15) d a y s  a f t e r  d e l i v e r y  

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

h a s  b e e n  n a m e d  b y  a g r e e m e n t  o f  t h e  S t a t e  a n d  A S R C ,  e i t h e r  t h e  

S t a t e  o r  A S R C  m a y  g i v e  w r i t t e n  n o t i c e  t o  t h e  r e m a i n i n g  m e m b e r s  o f  

t h e  Consultant G r o u p  a n d  r e q u i r e  t h a t  t h o s e  r e m a i n i n g  m e m b e r s ,  b y  

m a j o r i t y  v o t e ,  s e l e c t  a n d  n a m e  a  r e p l a c e m e n t .  A n y  r e p l a c e m e n t  s o  

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

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

S t a t e  a n d  A S R C  a n d  q u a l i f i e d  b y  t r a i n i n g  a n d  e x p e r i e n c e  t o  r e n d e r  

o p i n i o n s  a s  t o  w h e t h e r  a  p r o p o s e d  Subsurfaca Agreement o r  

Subsurface Agreement Solicitation c o m p l i e s  w i t h  t h e  s t a n d a r d  s e t  

f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t .  A t  a n y  

t i m e ,  t h e  S t a t e  a n d  A S R C  m a y ,  b y  w r i t t e n  a g r e e m e n t ,  e i t h e r  

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

Group, i n  w h i c h  e v e n t  t h e  a g r e e m e n t  s h a l l  s p e c i f y ,  a s  a p p l i c a b l e ,  

t h e  e x i s t i n g  m e m b e r  o r  m e m b e r s  to b e  r e m o v e d  f r o m  t h e  Consultant 

Group o r  t h e  a d d i t i o n a l  p e r s o n s  t o  b e  a d d e d  t o  t h e  Consultant 

G r o u p .

(5) C o n f i d e n t i a l i t y . T h e  S t a t e  a n d  A S R C  m a y  e a c h  

r e q u i r e  t h a t  a n y  Qualified Independent C o n s u l t a n t  e x e c u t e  a  

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

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

i n f o r m a t i o n  p r o v i d e d  b y  t h e  S t a t e  o r  A S R C ,  r e s p e c t i v e l y ,  t o  t h e  

Qualified Independent Consultant, i n c l u d i n g  a n y  c o n f i d e n t i a l i t y  

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

p r o v i d e d  b y  t h e  S t a t e .

(6) L i a b i l i t y  o f  Q u a l i f i e d  I n d e p e n d e n t

C o n m il tian t-g . N o  Qualified Independent Consultant s h a l l  h a v e  a n y  

l i a b i l i t y  w h a t s o e v e r  t o  t h e  S t a t e  o r  A S R C  f o r  a n  o p i n i o n  

e x p r e s s e d  i n  g o o d  f a i t h  i n  a  Consultant Opinion, r e g a r d l e s s  o f
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w h e t h e r  t h e  o p i n i o n  m a y  t h e r e a f t e r  b e  d e t e r m i n e d  t o  b e  c o r r e c t  o r  

i n c o r r e c t .  N o  Qualified Independent Consultant s h a l l  b e  r e n d e r e d  

i n e l i g i b l e  f o r  f u t u r e  e m p l o y m e n t  b y  e i t h e r  A S R C  o r  t h e  S t a t e  b y  

r e a s o n  o f  s e r v i n g  a s  a  Qualified Independent Consultant o r  

r e n d e r i n g  a  Consultant Opinion. A n y  Qualified Independent 

Consultant m a y  a c c e p t  e m p l o y m e n t  i n  a n y  m a t t e r  i f  t e n d e r e d  b y  t h e  

S t a t e  o r  A S R C ,  s u b j e c t  o n l y  t o  t h e  r i g h t  o f  t h e  S t a t e  o r  A S R C  t o  

r e m o v e  t h a t  Qualified Independent Consultant f r o m  t h e  Consultant 

Group p u r s u a n t  t o  s u b p a r a g r a p h  4 . 3 ( h ) ( 3 )  a b o v e .

(7) P_avmen£_of Q u a l i f i e d  I n d e p e n d e n t  C o n s u l t a n t ' s  
F e e s  a n d  E x p e n s e s . A S R C  s h a l l  p a y  t h e  r e a s o n a b l e  f e e s  a n d  

e x p e n s e s  o f  e a c h  Qualified Independent Consultant t o  w h o m  a  

Protest Notice i s  r e f e r r e d  f o r  r e n d i t i o n  o f  a  Consultant Opinion. 

I f, h o w e v e r ,  t h e  Consultant Opinion c o n c l u d e s  t h a t  t h e  e x e c u t i o n  

o r  i s s u a n c e  o f  t h e  p r o p o s e d  Subsurface Agreement o r  Subsurface 

Agreement Solicitation d e s c r i b e d  i n  t h e  S t a t e ' s  Acti o n  Notice 

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

p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  s h a l l  

r e i m b u r s e  A S R C  f o r  t h e  r e a s o n a b l e  f e e s  a n d  e x p e n s e s  o f  e a c h  

Qualified Independent Consultant t o  w h o m  t h a t  Protest Notice w a s  

r e f e r r e d .

(i) P r o c e d u r e s  B e f o r e  Qualified Independent 

C o n s u l t a n t . A S R C  a n d  t h e  S t a t e  s h a l l  b e  e n t i t l e d  t o  p r o v i d e  a n y  

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

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

a n d  e x p e r t s  m a k e  o r a l  p r e s e n t a t i o n s  t o  t h e  Qualified Independent 

Consultant t o  w h o m  a  Protest Notice i s  r e f e r r e d .  C o p i e s  o f  a l l  

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

w h a t e v e r  nature p r e s e n t e d  t o  t h e  Qualified Independent Consultant 

b y  e i t h e r  A S R C  o r  t h e  S t a t e  s h a l l  b e  s e r v e d  o n  t h e  o t h e r  p a r t y .  

E i t h e r  t h e  S t a t e  o r  A S R C  m a y  i m p o s e  r e a s o n a b l e  c o n f i d e n t i a l i t y  

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

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

S t a t e  o r  A S R C  w i t h  t h e  Q u a lified Independent Consultant. T h e  

S t a t e  a n d  A S R C  s h a l l  e a c h  h a v e  t h e  r i g h t  t o  b e  p r e s e n t  w h e n  o r a l
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p r e s e n t a t i o n s  a r e  m a d e  t o  t h e  Qualified Independent Consultant, 

a n d  t h e s e  o r a l  p r e s e n t a t i o n s  s h a l l  b e  r e c o r d e d  b y  t h e  Qualified 

Independent Consultant. S u b j e c t  t o  s u c h  c o n f i d e n t i a l i t y  

r e s t r i c t i o n s  a s  a r e  i m p o s e d  u n d e r  s u b p a r a g r a p h  4 . 3 ( h ) ( 5 )  a b o v e ,  

t h e  Qualified Independent Consultant s h a l l  a l s o  h a v e  t h e  r i g h t  t o  

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

i n q u i r i e s  a s  t h e  Qualified Independent Consultant s e e s  f i t  t o  

a s s i s t  i n  f o r m u l a t i n g  t h e  Consultant Opinion. T h e  Qualified 

Independent Consultant s h a l l  p r e s e r v e  a  c o m p l e t e  r e c o r d  o f  a l l  

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

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

m a t e r i a l s  c o n s i d e r e d  b y  t h e  Qualified Independent Consultant i n  

f o r m u l a t i n g  t h e  Consultant Opinion.

(j) C Q Q B u U g a t  O p i n i o n  a nd T i m e l i n ess. E x c e p t  i n  

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

Independent Consultant, n e i t h e r  t h e  S t a t e  n o r  A S R C  m a y  p r e s e n t  

i n f o r m a t i o n  t o  t h e  Qualified Independent Consultant a f t e r  d a y  

f i f t e e n  (15) f o l l o w i n g  t h e  d a y  t h e  Qualified Independent 

h |  Consultant r e c e i v e s  r e f e r r a l  o f  t h e  Protest Notice p u r s u a n t  t o

*  p a r a g r a p h  4 . 3 ( f ) .  A  Qualified Independent Consultant t o  w h o m  a

Protest Notice i s  r e f e r r e d  s h a l l  d e l i v e r  a  w r i t t e n  Consultant 

Opinion t o  t h e  S t a t e  a n d  A S R C  w i t h i n  t w e n t y  (20) d a y s  a f t e r  t h e  

d a t e  o n  w h i c h  t h e  Qualified Independent Consultant r e c e i v e s  

J  w r i t t e n  n o t i c e  f r o m  e i t h e r  A S R C  o r  t h e  S t a t e  o f  t h e  r e f e r r a l  o f

t h e  Protest Notice to t h a t  Qualified Independent Consultant 

^  p u r s u a n t  t o  s u b p a r a g r a p h  4 . 3 ( f ) .  T h e  Consultant Opinion s h a l l

e x p l a i n  w h e t h e r ,  i n  t h e  o p i n i o n  o f  t h e  Qualified Independent 

Consultant, t h e  e x e c u t i o n  o r  i s s u a n c e  b y  t h e  S t a t e ,  a s  e x e c u t i v e ,  

o f  t h e  p r o p o s e d  Subsurface Agreement o r  Subsurface Agreement 

Solicitation d e s c r i b e d  i n  t h e  Acti o n  Notice w h i c h  i s  t h e  s u b j e c t  

o f  A S R C ' s  Protest Notice w o u l d  b e  i n  c o m p l i a n c e  w i t h  t h e  s t a n d a r d  

s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t .

(k) Effect of Consultant Opinion Upholding Proposed 

Action bv E x e c u t i v e . If a Consultant Opinion concludes that the

^  execution or issuance by the State as executive of a proposed

i
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Subsurface Agreement o r  Subsurface Agreement Solicitation w o u l d  

b e  i n  c o m p l i a n c e  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )

- o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  a n d  t h e  S t a t e  w i t h i n  s i x  (6) m o n t h s

9  t h e r e a f t e r  e x e c u t e s  o r  i s s u e s  a  S u b s u r f a c e  A g r e e m e n t  o r

Subsurface Agreement Solicitation c o n s i s t e n t  w i t h  t h e  Consultant 

Opinion, t h e n  A S R C  s h a l l  n o t  t h e r e a f t e r  h a v e  a  r i g h t  t o  m a k e  a n y  

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

||jj o r  i s s u a n c e  o f  t h a t  Subsurface Agreement o r  Subsurface Agreement

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

p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  a n d  A S R C  s h a l l  b e  

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

■a  c o m p l i a n c e  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )

p i  h e r e o f .

(1) E f f e c t  o f  Consultant O p i n ion N o t  U p h o l d i n g  t h e

H ?  E x e c u t i v e . I f  a  Consultant Opinion c o n c l u d e s  t h a t  t h e  e x e c u t i o n

or i s s u a n c e  b y  t h e  S t a t e  a s  e x e c u t i v e  o f  a  p r o p o s e d  Subsurface 

|j|j Agreement or Subsurface Agreement Solicitation w o u l d  n o t  b e  i n

"  c o m p l i a n c e  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f

t h i s  S e t t l e m e n t  A g r e e m e n t ,  t h e  S t a t e  s h a l l  n e v e r t h e l e s s  h a v e  t h e  

p o w e r  a s  e x e c u t i v e  t o  e x e c u t e  o r  i s s u e  t h a t  p r o p o s e d  S u b s u r f a c e  

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

9 1  b o t h  t h e  S t a t e  a n d  A S R C  a s  o w n e r s  o f  t h e  N u i q s u t  s u b s u r f a c e  o r

• t h e  Point L e y  s u b s u r f a c e  i n v o l v e d ;  h o w e v e r ,  A S R C  s h a l l  h a v e  t h e

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

'J' i n s t i t u t e  s u i t  a g a i n s t  t h e  S t a t e  i n  a  s t a t e  s u p e r i o r  c o u r t  t o

U  r e c o v e r  a n y  d a m a g e s  t h a t  m a y  h a v e  b e e n  s u f f e r e d  b y  A S R C  a s  a

"7 r e s u l t  o f  t h e  f a i l u r e  o f  a n y  o f  t h e  substantive t e r m s  and

P
 conditions of t h a t  Subsurface Agreement o r  Subsurface Agreement

Solicitation to w h i c h  A S R C  o b j e c t e d  i n  its Protest Notice t o  

c o m p l y  w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  

S e t t l e m e n t  A g r e e m e n t .  I f  a  s u i t  i s  f i l e d ,  t h e  c o u r t  shall g i v e  

e f f e c t  t o  t h e  d e t e r m i n a t i o n  o f  t h e  Qualified Independent 

Consultant i n  t h e  Consultant Opinion t h a t  t h e  S t a t e ' s  a c t i o n  i n  

e x e c u t i n g  o r  i s s u i n g  t h e  Subsurface Agreement o r  Subsurface 

Agreement Solicitation f a i l e d  to c o m p l y  with the s t a n d a r d  s e t

a

a

■

i

*
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f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  u n l e s s  

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

t h e  r e c o r d  c o m p i l e d  b y  t h e  Qualified Independent Consultant a s  

r e q u i r e d  i n  p a r a g r a p h  4 . 3  (i) ( r a t h e r  t h a n  i n  a  d e  n o v o  t r i a l  o f  

t h e  i s s u e ) , t h a t  t h e  d e c i s i o n  o f  t h e  Qualified Independent 

Consultant i n  t h e  Consultant Opinion w a s  a r b i t r a r y  a n d  c a p r i c i o u s  

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

s u s t a i n s  t h e  Consultant Opinion o f  t h e  Qualified Independent 

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

t h e  i s s u e )  t h e  a m o u n t  o f  t h e  d a m a g e s ,  i f  a n y ,  t h a t  h a v e  b e e n

s u f f e r e d  b y  A S R C  a s  a  r e s u l t  o f  t h e  f a i l u r e  o f  a n y  o f  t h e

substantive terms and conditions o f  t h e  Subsurface Agreement o r

Subsurface Agreement Solicitation t o  w h i c h  A S R C  o b j e c t e d  i n  i t s  

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

4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t .

(m) Unauthorized Action b y  E x e c u t i v e . I f  t h e  

e x e c u t i o n  o r  i s s u a n c e  b y  t h e  S t a t e  a s  executive o f  a  Subsurface 

Agreement o r  Subsurface Agreement Solicitation i s  a n  Unauthorized 

Action a s  d e f i n e d  i n  s u b s e c t i o n  1 1 . 3 0  o f  t h i s  S e t t l e m e n t  

A g r e e m e n t ,  t h e n  A S R C  s h a l l  h a v e  t h e  r i g h t ,  s u b j e c t  t o  a n y  

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

S t a t e  i n  a  s t a t e  s u p e r i o r  c o u r t ;  a n d ,  i f  A S R C  s h a l l  e s t a b l i s h  i n  

t h a t  s u i t  ( i n  a  d e  n o v o  t r i a l  o f  t h e  i s s u e )  t h a t  substantive 

terms and conditions o f  t h a t  Subsurface.Agreement o r  Subsurface 

Agreement Solicitation d i d  n o t  c o m p l y  w i t h  t h e  s t a n d a r d  s e t  f o r t h  

i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  A S R C  s h a l l  h a v e  

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

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

s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  S e t t l e m e n t  A g r e e m e n t .  A  

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

a  l e s s e e  o r  o t h e r  t h i r d  p a r t y  u n d e r  a  Subsurface Agreement t h a t  

h a s  b e e n  e x e c u t e d  b y  t h e  S t a t e  i n  e x e r c i s e  o f  t h e  Executive 

Rights g r a n t e d  i n  t h i s  S e t t l e m e n t  A g r e e m e n t .  T h e  f a c t  t h a t  

e x e c u t i o n  o r  i s s u a n c e  b y  t h e  S t a t e  a s  e x e c u t i v e  o f  a  Subsurface 

Agreement o r  Subsurface Agreement Solicitation is  a n  Unauthorized
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A c t i o n  a s  d e f i n e d  i n  s u b s e c t i o n  1 1 . 3 0  o f  t h i s  S e t t l e m e n t  

A g r e e m e n t  s h a l l  n o t  i n v a l i d a t e  a n y  Subsurface Agreement e x e c u t e d  

b y  t h e  S t a t e  a s  e x e c u t i v e  i n  e x e r c i s e  o f  t h e  Executive R i g h t s  

g r a n t e d  i n  t h i s  S e t t l e m e n t  A g r e e m e n t .

4.4. Subsurface Agreements to Be in Writing.

A n y  Subsurface Agreement a f f e c t i n g  t h e  Nuiqsut 

subsurface o r  t h e  Point Lay subsurface w h i c h  t h e  S t a t e  e x e c u t e s  

a s  e x e c u t i v e  w i l l  b e  v o i d  a n d  u n e n f o r c e a b l e  u n l e s s  i n  w r i t i n g .

T h e  S t a t e  s h a l l  d e l i v e r  a  c o p y  o f  i t  t o  A S R C  w i t h i n  t e n  (10) d a y s  

o f  i t s  e x e c u t i o n .

4.5. Effect of Confidentiality Provisions in Subsurface 
Agreements.

I n  a c c e p t i n g  d e l i v e r y  o f  a  c o p y  o f  a  Subsurface 

Agreement, A S R C  a g r e e s  t o  b e  b o u n d  b y  w h a t e v e r  l a w f u l  o r ,  i f  n o t  

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

i n  t h e  Subsurface Agreement b e t w e e n  t h e  S t a t e  a n d  t h e  t h i r d  

p a r t y ;  h o w e v e r ,  n o  c o n f i d e n t i a l i t y  a g r e e m e n t  s h a l l  p r o h i b i t  A S R C  

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

Subsurfaee Agreement t h a t  m a y  b e  n e c e s s a r y  o r  a p p r o p r i a t e  t o  

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

b y  A S R C  w h i c h  i s  a u t h o r i z e d  u n d e r  t h e  p r o v i s i o n s  o f  p a r a g r a p h  

4 . 3  (1) o r  4 . 3 ( m ) .

4.6. Powers of Executive Following Execution and Delivery 
of Subsurface Agreement.

A f t e r  execution a n d  d e l i v e r y  o f  a  Subsurface Agreement 

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

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

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

w i t h  respect t o  t h a t  Subsurface Agreement i n s o f a r  a s  t o  t h e  

i n t e r e s t s  of A S R C  i n  t h e  subsurface c o v e r e d  o r  a f f e c t e d  b y  t h a t  

Subsurface Agreement. R a t h e r ,  s u b j e c t  o n l y  t o  s u b s e c t i o n  5.2 

b e l o w ,  A S R C  s h a l l  h a v e  s o l e  r e s p o n s i b i l i t y  f o r  a n d  t h e  r i g h t  a n d  

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

w i t h  r e s p e c t  t o  t h a t  Subsurface Agreement i n s o f a r  o n l y  a s  t o  t h e  

i n t e r e s t s  o f  A S R C  i n  t h e  subsurface c o v e r e d  o r  a f f e c t e d  b y  t h a t
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Subsurface Agreement; a n d  t h e  S t a t e  s h a l l  h a v e  s o l e  

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

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

IfSl Subsurface Agreement i n s o f a r  o n l y  a s  t o  t h e  i n t e r e s t s  o f  t h e

S t a t e  i n  t h e  subsurface c o v e r e d  o r  a f f e c t e d  b y  t h a t  Subsurface 

Agreement.

4.7. Direct Payment of Subsurface Revenues.

jj| W i t h o u t  t h e  p r i o r  w r i t t e n  c o n s e n t  o f  A S R C ,  t h e  S t a t e

w i l l  n o t  a c c e p t  p a y m e n t  o r  d e l i v e r y  o f  a n y  subsurface revenues 

W g  p a i d  o r  p a y a b l e  f o r  o r  b e c o m i n g  d u e  u n d e r  a n y  Subsurface

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

^ s  Executive Rights h e r e u n d e r  i f  t h e  subsurface revenue i s

a t t r i b u t a b l e  t o  t h e  A S R C  p e r c e n t a g e  i n t e r e s t  i n  t h e  Nuiqsut 

subsurface o r  t h e  Point Lay subsurface. T h e  S t a t e  s h a l l  i n c l u d e  

fpf i n  e a c h  Subsurface Agreement t h e  r e q u i r e m e n t  t h a t  a l l  subsurface

revenues a t t r i b u t a b l e  t o  t h e  A S R C  p e r c e n t a g e  i n t e r e s t  b e  p a i d

H I  d i r e c t l y  t o  A S R C  a s  p r o v i d e d  f o r  i n  s u b s e c t i o n  5 . 1 ,  u n l e s s  A S R C

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

S t a t e  o r  A S R C  r e c e i v e s  subsurface revenues a t t r i b u t a b l e  t o  t h e  

i n t e r e s t  o f  t h e  o t h e r ,  t h o s e  subsurface revenues s h a l l  b e  h e l d  i n

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

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

L  m a y  b e  m a d e  f o r  b i d  d e p o s i t s  a s  s e t  f o r t h  i n  s u b s e c t i o n  5 . 1 .

jj| 4.8,, N o  D u t y  of State to Conduct Operations.

^  T h e  S t a t e  s h a l l  h a v e  n o  d u t y  t o  A S R C  t o  c o n d u c t  o r

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

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

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

’ o n  o r  with r e s p e c t  t o  a n y  p o r t i o n  o f  t h e  Nuiqsut subsurface o r

t h e  Point L a y  subsurface. The parties i n t e n d  t h a t  t h e  S t a t e  

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

i s s u i n g  Subsurface Agreement Solicitations a n d  b y  e n t e r i n g  i n t o  

T ibsurface Agreements w i t h  t h i r d  p a r t i e s  a n d  s h a l l  n o t  b e  

o b l i g a t e d  t o  u n d e r t a k e  e x p l o r a t i o n ,  d e v e l o p m e n t ,  p r o d u c t i o n ,  o r  

m a r k e t i n g  d i r e c t l y  o r  f o r  t h e  a c c o u n t  o f  A S R C .
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4.9. Separate Right® of ASRC and Stata to Enforce
Subaurfaca Agreement* and to Protect Subsurface
Interests.

T h e  S t a t e  s h a l l  h a v e  n o  r i g h t ,  a u t h o r i t y ,  p o w e r ,  

o b l i g a t i o n ,  o r  d u t y  t o  A S R C  t o  e n f o r c e  t h e  t e r m i n a t i o n  p r o v i s i o n s  

c o n c e r n i n g  a n  A S R C  i n t e r e s t ,  o r  t h e  o b l i g a t i o n s ,  d u t i e s ,  o r  

c o v e n a n t s  o f  a n y  t h i r d  p a r t y  c o n c e r n i n g  a n  A S R C  i n t e r e s t  u n d e r  o r  

i n  c o n n e c t i o n  w i t h  a n y  Subsurface Agreement a u t h o r i z e d  h e r e i n  a n d  

s h a l l  h a v e  n o  l i a b i l i t y  a s  e x e c u t i v e  t o  A S R C  f o r  f a i l u r e  o r  

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

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

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

Subsurface Agreement a u t h o r i z e d  h e r e i n ,  A S R C  s h a l l  h a v e  t h e  r i g h t  

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

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

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

Subsurface Agreement w i t h  r e s p e c t  o n l y  t o  A S R C ' s  i n t e r e s t s ,  

s u b j e c t  o n l y  t o  t h e  p r o v i s i o n s  o f  s u b s e c t i o n  5 . 2  (if a p p l i c a b l e ) ;  

a n d  ( l i k e w i s e  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  s u b s e c t i o n  5 . 2 ,  i f  

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

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

i n t e r e s t s .  I n  a n y  i n s t a n c e  w h e r e  t h e r e  i s  a  p o t e n t i a l  d r a i n a g e  

o f  o i l  o r  g a s  f r o m  t h e  Nuiqsut subsurface o r  t h e  Point Lay 

subsurface t h a t  m a y  a f f e c t  t h e  r i g h t s  o f  A S R C  o r  t h e  S t a t e  i n  

t h a t  subsurface, t h e  S t a t e ,  a c t i n g  i n  i t s  o w n  b e h a l f  a n d  w i t h  

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

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

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

Agreement o r  b y  p e t i t i o n i n g  t h e  A l a s k a  O i l  a n d  G a s  C o n s e r v a t i o n  

C o m m i s s i o n  u n d e r  AS 3 1 . 0 5  a n d  2 0  A A C  2 5  ( o r  a n y  o t h e r  a p p l i c a b l e  

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

e n a c t e d ) . L i k e w i s e ,  A S R C ,  a c t i n g  i n  i t s  o w n  b e h a l f  a n d  w i t h  

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

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

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

1 9 9 1  S e t t l e m e n t  A g r e e m e n t  
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a p p l i c a b l e  Subsurface Agreement o r  b y  p e t i t i o n i n g  t h e  A l a s k a  O i l  

a n d  G a s  C o n s e r v a t i o n  C o m m i s s i o n  f o r  s u c h  p r o t e c t i o n  a n d  o r d e r s  a s  

m a y  b e  i s s u e d  u n d e r  A S  3 1 . 0 5  a n d  a s s o c i a t e d  r e g u l a t i o n s  (or a n y  

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

h e r e a f t e r  e n a c t e d ) .

4 . 1 0 .  Interests Included in Lease.

A n y  l e a s e  o r  o t h e r  Subsurface Agreement a u t h o r i z e d  

h e r e b y  m a y ,  a s  d e t e r m i n e d  b y  t h e  S t a t e :

(a) c o v e r  o i l  o n l y ,  g a s  o n l y ,  o r  a n y  o t h e r  m i n e r a l  

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

a n y  t w o  o r  m o r e  o f  t h e s e  s u b s t a n c e s ,

(b) c o v e r  a l l  d e p t h s  o r  b e  l i m i t e d  t o  a  p a r t i c u l a r  

s t r a t u m  o r  s t r a t a ,

(c) c o v e r  o n e  o r  m o r e  a r e a s  o f  d i f f e r i n g  s i z e s ,  a n d

(d) c o v e r  a r e a s  t h a t  a r e  n o t  c o n t i g u o u s ,  b u t  s u b j e c t  
t o  s u b s e c t i o n  4 . 1 4  b e l o w .

4.11. Kuukpik Corporation Consents.

(a) T h e  S t a t e  s h a l l  e n d e a v o r  t o  o b t a i n  a n y  c o n s e n t s  

r e q u i r e d  u n d e r  t h e  Kuukpik Agreement t h a t  a r e  n e c e s s a r y  f o r  t h e  

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

o i l ,  g a s ,  o r  o t h e r  m i n e r a l s  p u r s u a n t  t o  a n y  Subsurface A g r e e m e n t  

e x e c u t e d  b y  t h e  S t a t e  a s  e x e c u t i v e ,  if, a n d  t o  t h e  e x t e n t  t h a t  

t h e  Kuukpik Agreement i s  v a l i d ,  e n f o r c e a b l e ,  a n d  a p p l i c a b l e ;  a n d  

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

u n d e r  s e c t i o n  1 4 ( f )  o f  ANCSA, i f  a p p l i c a b l e .  A S R C  w i l l  l i k e w i s e  

e x e r c i s e  i t s  b e s t  e f f o r t s  t o  o b t a i n  K u u k p i k  C o r p o r a t i o n ' s  

c o n s e n t ,  i f  i t s  c o n s e n t  i s  n e c e s s a r y ;  b u t  A S R C  s h a l l  n o t  b e  

l i a b l e  o r  r e s p o n s i b l e  t o  t h e  S t a t e  f o r  f a i l u r e  o r  i n a b i l i t y  t o  

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

t o  p a y  a n y  c o n s i d e r a t i o n  t o  o b t a i n  t h i s  c o n s e n t .  L i k e w i s e ,  t h e  

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

r e q u i r e d  c o n s e n t  o r  b e  l i a b l e  t o  A S R C  f o r  a n y  d i m i n u t i o n  i n  v a l u e  

o f  a n y  o f  A S R C ' s  u n d i v i d e d  i n t e r e s t  i n  t h e  Nuiqsut subsurface d u e  

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

c o n s e n t ;  n o r  s h a l l  a  f a i l u r e  t o  d o  s o  b e  d e e m e d  n o t  t o  c o m p l y
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w i t h  t h e  s t a n d a r d  s e t  f o r t h  i n  p a r a g r a p h  4 . 2 ( a )  o f  t h i s  

S e t t l e m e n t  A g r e e m e n t .  N o r  s h a l l  t h e  S t a t e  b e  r e q u i r e d  t o  l e a s e  

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

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

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

S e t t l e m e n t  A g r e e m e n t .  T h e  S t a t e  s h a l l  n o t  h a v e  t h e  r i g h t  o r  

p o w e r  t o  c o m m i t  A S R C  t o  p a y  a n y  c o n s i d e r a t i o n  t o  K u u k p i k  

C o r p o r a t i o n  f o r  a n y  c o n s e n t  r e q u i r e d  o r  a s s e r t e d  t o  b e  r e q u i r e d  

u n d e r  t h e  Kuukpik Agreement o r  u n d e r  s e c t i o n  1 4 ( f )  o f  AN C S A  o r  t o  

g r a n t  o r  a s s i g n  o r  c o m m i t  A S R C  t o  g r a n t  o r  a s s i g n  t o  K u u k p i k  

C o r p o r a t i o n  a n y  i n t e r e s t  i n  A S R C ' s  i n t e r e s t s  i n  Nuiqsut 

JgjtSj subsurface o r  Point Lay subsurface o r  a n y  subsurface revenues

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

i n d u c e  K u u k p i k  C o r p o r a t i o n  t o  g r a n t  a n y  c o n s e n t  r e q u i r e d  o r  

^ 1  a s s e r t e d  t o  b e  r e q u i r e d  u n d e r  t h e  Kuukpik A g r eement o r  u n d e r

M
 s e c t i o n  1 4 ( f )  o f  AN C S A  w i t h o u t  A S R C ' s  p r i o r  w r i t t e n  c o n s e n t .

S u b j e c t  t o  p a r a g r a p h  4 . 1 1 ( b ) ,  n o t h i n g  i n  t h i s  S e t t l e m e n t  

A g r e e m e n t  i s  i n t e n d e d  o r  s h a l l  b e  c o n s t r u e d  a s  a n  a c k n o w l e d g m e n t  

H i  o r  a g r e e m e n t  t h a t  t h e  c o n s e n t  o f  K u u k p i k  C o r p o r a t i o n  i s  r e q u i r e d

^  f o r  a n y  p a r t i c u l a r  a c t i v i t y .

|js|j (b) E a c h  o f  A S R C  a n d  t h e  S t a t e  c o v e n a n t s  a n d  a g r e e s

t h a t  u n l e s s  K u u k p i k  C o r p o r a t i o n  o r  a n y  a u t h o r i z e d  r e p r e s e n t a t i v e  

r-41 o f  K u u k p i k  C o r p o r a t i o n  (i) c o n t e s t s  o r  a t t a c k s  t h e  v a l i d i t y  o r

M P  l e g a l i t y  o f  t h i s  S e t t l e m e n t  A g r e e m e n t  or. o f  t h e  l a w  a p p r o v i n g

t h i s  S e t t l e m e n t  A g r e e m e n t  r e f e r r e d  t o  i n  s e c t i o n  1 h e r e o f ,  o r

(ii) o p p o s e s  t h e  a d o p t i o n  b y  t h e  L e g i s l a t u r e  o r  t h e  a p p r o v a l  b y  

| t h e  G o v e r n o r  o f  t h e  b i l l  a p p r o v i n g  t h i s  S e t t l e m e n t  A g r e e m e n t

| y g  r e f e r r e d  t o  i n  s e c t i o n  1 h e r e o f ,  t h e n  n e i t h e r  A S R C  n o r  t h e  S t a t e

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

l e g a l i t y  o f  a n y  t e r m  o r  p r o v i s i o n  o f  t h e  Kuukpik Agreement 

i n s o f a r  a s  t o  a n y  p o r t i o n  o f  t h e  N u i q s u t  subsurface t h e r e i n  

p r o v i d e d  t o  b e  c o v e r e d  o r  a f f e c t e d  t h e r e b y .  H o w e v e r ,  n o t h i n g  i n  

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

a n y w i s e  a f f e c t  t h e  r i g h t  o f  A S R C  a n d  t h e  S t a t e ,  a n d  e i t h e r  o f  

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

a n y  t e r m  o r  p r o v i s i o n  o f  t h e  Kuukpik Agreement.

4.12. Designated Party for Notices.

I n  t h e  e v e n t  t h a t  A S R C  c o n v e y s  o r  a s s i g n s  a n y  o f  i t s  

u n d i v i d e d  i n t e r e s t  i n  t h e  Nuiqsut subsurface o r  t h e  Point L a y  

subsurface t o  o n e  o r  m o r e  t h i r d  p a r t i e s  u n d e r  s u b s e c t i o n  7 . 3  of 

t h i s  S e t t l e m e n t  A g r e e m e n t ,  A S R C  a n d  t h e  o n e  o r  m o r e  t h i r d  p a r t i e s  

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

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

n o t i c e s ,  a g r e e m e n t s ,  a n d  p r o t e s t s  u n d e r  s u b s e c t i o n  4 . 3  h e r e o f ;  i n  

t h e  a b s e n c e  o f  a  d e s i g n a t i o n  t h e  S t a t e  s h a l l  b e  e n t i t l e d  t o  

d e l i v e r  a n d  r e c e i v e  c o m m u n i c a t i o n s  s o l e l y  w i t h  A S R C  a s  t h e  

d e s i g n a t e d  p a r t y  t o  r e c e i v e  n o t i c e s .  I n  n o  e v e n t  w i l l  t h e  S t a t e  

b e  r e q u i r e d  t o  c o m m u n i c a t e  b o t h  w i t h  A S R C  a n d  w i t h  o t h e r  p a r t i e s  

u n d e r  t h i s  S e t t l e m e n t  A g r e e m e n t .  N o t i c e s ,  a g r e e m e n t s ,  o r  

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

n o t i c e s ,  a g r e e m e n t s ,  a n d  p r o t e s t s  t o  e n d  f r o m  A S R C  a n d  t h e  t h i r d  

p a r t i e s .

4.13. Waiver of Partition.

B o t h  A S R C  a n d  t h e  S t a t e  a r e  c o - o w n e r s  o f  t h e  Nuiqsut 

subsurface a n d  t h e  Point Lay subsurface a n d  r e c o g n i z e  t h a t  

c i r c u m s t a n c e s  m a y  a r i s e  u n d e r  s u b s e c t i o n  6 . 1  o r  p a r a g r a p h  7 . 3 ( a )  

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

e x e c u t e  Subsurface Agreements c o v e r i n g  t h e i r  u n d i v i d e d  i n t e r e s t  

o n l y  i n  p o r t i o n s  o f  t h e  subsurface, a n d  i t  i s  n o t  i n  t h e  i n t e r e s t  

o f  the parties t h a t  t h e i r  u n d i v i d e d  i n t e r e s t s  b e  s u b j e c t  a t  a n y  

t i m e  t o  c o m p u l s o r y  o r  i n v o l u n t a r y  p a r t i t i o n .  T h e r e f o r e ,  the 

p a r ties e x p r e s s l y  w a i v e  a n y  r i g h t  t o  s e e k  p a r t i t i o n ,  a n d  a g r e e  

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

c i r c u m s t a n c e  w i t h  r e g a r d  t o  t h i s  S e t t l e m e n t  A g r e e m e n t  o r  t h e  

N u i q s u t  subsurface o r  t h e  Point L a y  subsurface o r  a n y  p a r t  o f  o r  

i n t e r e s t  i n  i t .
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4.14. No Outside Acreage in Leasest No Communitized Leases.

T h e  S t a t e  a s  e x e c u t i v e  s h a l l  n o t  h a v e  t h e  r i g h t ,  p o w e r ,  

o r  o b l i g a t i o n  t o  g r a n t  a n y  o i l ,  g a s ,  o r  m i n e r a l  l e a s e  o r  o t h e r  

Subsurface Agreement c o v e r i n g  a n y  p a r t  o f  A S R C ' s  i n t e r e s t  i n  t h e  

Nuiqsut subsurface o r  Point Lay subsurface a n d  a d d i t i o n a l l y  

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

n o t  i n c l u d e d  i n  t h e  Nuiqsut subsurface o r  i n  t h e  Point Lay 

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

o r  Subsurface Agreement o f  i n t e r e s t s  i n  t w o  o r  m o r e  s e c t i o n s  o f  

Nuiqsut subsurface o r  Point Lay subsurface i n  w h i c h  t h e  S t a t e  a n d  

A S R C  h a v e  v a r y i n g  u n d i v i d e d  p e r c e n t a g e  i n t e r e s t s  s h a l l  n o t  r e s u l t  

i n  c o m m u n i t i z i n g  o r  p o o l i n g  t h e  i n t e r e s t s  o f  t h e  S t a t e  a n d  A S R C  

i n  subsurface revenues u n d e r  t h a t  l e a s e  o r  Subsurface Agreement 

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

subsurface o r  Point L a y  subsurface. N o t w i t h s t a n d i n g  S e c t i o n  

1 4 ( g )  o f  ANCSA, f r o m  a n d  a f t e r  t h e  Pinal Effective Date o f  t h i s  

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

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

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

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

b y  a n y  s u c h  l e a s e  s h a l l  b e  o w n e d  b y  t h e  person or persons w h o  o w n  

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

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

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

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

s e c t i o n  o r  p a r t  of a  s e c t i o n  o t  t h e  l a n d  t h a t  m a y  b e  c o n t a i n e d  i n  

t h a t  l e a s e .  T h u s ,  for e x a m p l e ,  a n y  o i l  o r  g a s  p r o d u c e d  a f t e r  t h e  

Final Effective Date o f  t h i s  S e t t l e m e n t  A g r e e m e n t  f r o m  a  s e c t i o n  

o f  N u i q s u t  subsurface i n  w h i c h  t h e  S t a t e  a n d  A S R C  t h e n  o w n  

u n d i v i d e d  i n t e r e s t s  i n  t h e  subsurface a s  s e t  o u t  i n  E x h i b i t  E 

s h a l l  b e  o w n e d  b y  t h e  S t a t e  a n d  A S R C  i n  p r o p o r t i o n  t o  t h e i r  

r e s p e c t i v e  u n d i v i d e d  i n t e r e s t s  i n  t h e  Nu i qsut subsurface i n  t h a t  

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

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

p a r t i c u l a r  l e a s e .
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4.15. Nuiqsut Subsurface Outside Fully Conveyed Sections.

T h e  S t a t e  a s  e x e c u t i v e  s h a l l  n o t  h a v e  t h e  r i g h t ,  p o w e r ,  

o r  o b l i g a t i o n  t o  g r a n t  a n y  o i l ,  g a s ,  o r  m i n e r a l  l e a s e  o r  o t h e r  

Subsurface Agreement c o v e r i n g ,  o r  t o  e x e r c i s e  a n y  p o w e r  o r  

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

A g r e e m e n t  w i t h  r e s p e c t  to, a n y  p a r t  o f  o r  i n t e r e s t  i n  t h e  Nuiqsut 

subsurface i n  a n y  s e c t i o n  l i s t e d  i n  E x h i b i t  E  b e f o r e  t h e  d a t e  

w h e n  t h a t  s e c t i o n  b e c o m e s  a  Fully Conveyed Section. U n t i l  a  

s e c t i o n  o f  Nuiqsut subsurface l i s t e d  i n  E x h i b i t  E  h a s  b e c o m e  a  

Fully Conveyed Section, n o  o i l ,  g a s ,  o r  m i n e r a l  l e a s e  o r  o t h e r  

Subsurface Agreement o r  g r a n t  o f  a n y  t h i r d  p a r t y  r i g h t s  c o v e r i n g  

o r  a f f e c t i n g  a n y  i n t e r e s t  i n  Nuiqsut subsurface i n  t h a t  s e c t i o n  

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

j o i n t  a n d  m u t u a l  a p p r o v a l  a n d  c o n s e n t  i n  w r i t i n g  o f  b o t h  ASRC a n d  

t h e  S t a t e ;  h o w e v e r ,  t h e  S t a t e  m a y  g r a n t  o r  c r e a t e  o t h e r  t h i r d  

p a r t y  i n t e r e s t s  i n  t h e  f o r m  o f  v a r i o u s  t y p e s  o f  a u t h o r i z a t i o n s  

( s u c h  a s  l a n d  or w a t e r  u s e  p e r m i t s )  w i t h  r e s p e c t  t o  u s e  o f  o r  

o p e r a t i o n s  o n  t h e  s u r f a c e  w i t h i n  a n y  s u c h  s e c t i o n .

5. M I N IMUM COVENANTS REQUIRED IN ALL SUBSURFACE AGREEMENTS.

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

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

Agreement e x e c u t e d  b y  t h e  S t a t e  a s  e x e c u t i v e  a f f e c t i n g  t h e  

Nuiqsut subsurface o r  Point Lay subsurface:

5.1. Direct Payment Covenant.

W h e n e v e r  t h e  S t a t e  a s  e x e c u t i v e  e n t e r s  i n t o  a n y  

Subsurface Agreement o f  a n y  k i n d  w i t h  a n y  person w h i c h  c o n c e r n s  

ASRC's i n t e r e s t  i n  t h e  Nuiqsut subsurface o r  Point Lay 

subsurface, then i n  that Subsurface Agreement t h a t  person w i l l  

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

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

subsurface revenues a t t r i b u t a b l e  t o  t h e  u n d i v i d e d  i n t e r e s t  o w n e d  

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

Agreement, d i r e c t l y  t o  ASRC, w i t h  p a y m e n t  i n  p r o d u c t  t o  b e  

d e l i v e r e d  a t  t h e  l o c a t i o n  p r o v i d e d  f o r  i n  t h e  Subsurface 

Agreement a n d  w i t h  m o n e t a r y  p a y m e n t s  t o  b e  m a d e  t o  ASRC a t
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A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n  

( 1 2 3 0  A g v i k  S t r e e t )

P. 0. B o x  1 2 9  

B a r r o w ,  A l a s k a  9 9 7 2 3  

A t t e n t i o n :  P r e s i d e n t

o r  a t  s u c h  o t h e r  a d d r e s s  a s  t h e  A S R C  P r e s i d e n t  o r  a n y  V i c e

P r e s i d e n t  o f  A S R C  m a y  n o t i f y  t h e  p e r s o n  o f  i n  w r i t i n g .

N o t w i t h s t a n d i n g  t h e  f o r e g o i n g  p r o v i s i o n s  o f  t h i s  

s u b s e c t i o n ,  h o w e v e r ,  w h e n  t h e  S t a t e  e n t e r s  i n t o  a n  a g r e e m e n t  w i t h  

a  p r o s p e c t i v e  b i d d e r  o r  b i d d e r s  a t  a  c o m p e t i t i v e  l e a s e  s a l e  o r  

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

a  Subsurface Agreement w i t h  t h e  S t a t e  a s  e x e c u t i v e  f o r  t h e  

Nuiqsut subsurface o r  Point Lay subsurface u n d e r  t h e  t e r m s  of 

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

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

b i d  d e p o s i t s  a r e  t o  b e  p a i d  t o  t h e  S t a t e ;  h o w e v e r ,  e a c h  b i d  

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

a c c e p t a n c e  o f  t h e  r e l a t e d  b i d  a n d  t h e  a p p l i c a b l e  A S R C  p e r c e n t a g e  

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

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

s h a l l  p r o m p t l y  b e  p a i d  o v e r  b y  t h e  S t a t e  t o  A S R C  w h e n  a  

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

a f u n d e d  t o  t h e  b i d d e r .

5.2. Royalty Valuation.

N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  s u b s e c t i o n s  4 . 6 ,  4.9, 

a n d  5 . 1  o f  t h i s  S e t t l e m e n t  A g r e e m e n t ,  e a c h  Subsurface A g r e e m e n t  

(if a n y  t h e r e  b e )  e x e c u t e d  b y  t h e  S t a t e  a s  e x e c u t i v e  t h a t  

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

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

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

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

t o  t h a t  Subsurface Agreement (as d i s t i n g u i s h e d  f r o m  c a l c u l a t i n g  

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

f a c t o r s  d e s c r i b e d  o r  p r o v i d e d  f o r  i n  t h e  Subsurface A g r e e m e n t )  

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

v a l u e ,  o f  a n y  s h a r e  o f  o i l ,  g a s ,  o r  o t h e r  s u b s t a n c e  p a y a b l e  t o
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t h e  S t a t e  o r  p a y a b l e  t o  t h e  S t a t e  a n d  ASRC u n d e r  t h e  Subsurface 

Agreement is, u n d e r  t h e  t e r m s  o f  t h e  Subsurface Agreement, 

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

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

Commissioner o r  b y  t h e  S t a t e ,  a s  a p p l i c a b l e  ( a n d  n o t  b y  A S R C  o r  

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

m o n e t a r y  v a l u e  o r  m i n i m u m  m o n e t a r y  v a l u e  (as a p p l i c a b l e )  o f  t h e  

s h a r e  o f  t h e  o i l ,  g a s ,  o r  o t h e r  s u b s t a n c e  p a y a b l e  b o t h  t o  A S R C  

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

Subsurface Agreement. I f  t h e  Commissioner o r  t h e  S t a t e  

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

m o n e t a r y  v a l u e ,  o r  m i n i m u m  m o n e t a r y  v a l u e ,  o f  t h e  s h a r e  o f  o i l ,  

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

Agreement i s  n o t  r e q u i r e d  o r  p e r m i t t e d  t o  b e ,  o r  s h o u l d  n o t  b e ,  

d e t e r m i n e d  o r  e s t a b l i s h e d  b y  t h e  Commissioner o r  t h e  S t a t e  u n d e r  

t h e  t e r m s  o f  t h a t  Subsurface Agreement, t h e  d e c i s i o n  o f  t h e  

Commissioner or t h e  S t a t e  i n  m a k i n g  s u c h  d e t e r m i n a t i o n  o r  

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

r i g h t  t o  r e q u i r e  t h a t  t h e  m o n e t a r y  v a l u e ,  o r  m i n i m u m  m o n e t a r y  

v a l u e ,  o f  t h e  AS R C  p e r c e n t a g e  s h a r e  o f  t h e  o i l ,  g a s ,  o r  o t h e r  

s u b s t a n c e  p a y a b l e  t o  ASRC u n d e r  t h a t  Subsurface Agreement b e  

d e t e r m i n e d  o r  e s t a b l i s h e d  b y  t h e  Commissioner o r  t h e  S t a t e  u n l e s s  

t h e  Commissioner o r  t h e  S t a t e  s h a l l  t h e r e a f t e r  c h a n g e  s u c h  

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

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

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

p a y a b l e  t o  t h e  S t a t e  u n d e r  t h a t  Subsurface Agreement. S u b j e c t  t o  

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

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

p e r s o n  h o l d i n g  a  Subsurface Agreement i n v o l v i n g  a  d i s p u t e  w h e t h e r  

t h e  t e r m s  o f  t h e  Subsurface Agreement r e q u i r e  o r  p e r m i t  t h e  

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

v a l u f , o r  t h e  m i n i m u m  m o n e t a r y  v a l u e ,  o f  t h e  s h a r e  o f  t h e  o i l ,  

g a s ,  o r  o t h e r  s u b s t a n c e  p a y a b l e  t o  t h e  S t a t e  o r  A S R C  u n d e r  t h a t  

S ubsurface Agreement, t h e  S t a t e  s h a l l  n o t i f y  ASRC o f  t h o s e
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p r o c e e d i n g s ,  a n d  A S R C  s h a l l  h a v e  t h e  r i g h t  t o  i n t e r v e n e  a n d  

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

N e i t h e r  t h e  Commissioner n o r  t h e  S t a t e  s h a l l  h a v e  a n y  

l i a b i l i t y  t o  A S R C  f o r  o r  w i t h  r e s p e c t  t o  a  d e c i s i o n  m a d e  b y  t h e  

Commissioner o r  t h e  S t a t e  i n  f i x i n g  o r  d e t e r m i n i n g  t h e  m o n e t a r y  

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

a n y  o t h e r  s u b s t a n c e  p a y a b l e  t o  A S R C  a n d  t o  t h e  S t a t e  p u r s u a n t  t o  

a n y  Subsurface Agreement o r  f o r  a  d e t e r m i n a t i o n  o r  a g r e e m e n t  m a d e  

b y  t h e  Commissioner o r  t h e  S t a t e  t h a t  t h e  Commissioner o r  t h e  

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

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

o f  a n y  o i l ,  g a s  o r  o t h e r  s u b s t a n c e s  p a y a b l e  t o  A S R C  a n d  t h e  S t a t e  

u n d e r  t h e  t e r m s  o f  a  Subsurface Agreement.

5.3. Other Covenants.

W h e n e v e r  t h e  S t a t e  a s  e x e c u t i v e  e n t e r s  i n t o  a  

Subsurface Agreement w i t h  a n y  person t h a t  c o n c e r n s  t h e  Nuiqsut 

subsurface or t h e  Point Lay subsurface, t h e n  i n  t h a t  Subsurfaco 

A g r eement t h e  person w i l l  e x p r e s s l y  a g r e e  a n d  c o v e n a n t  f o r  

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

Subsurface Agreement a n d  t h a t  Nuiqsut subsurface o r  Point Lay 

subsurface a n d  t h e  o p e r a t i o n s  a n d  a c t i v i t i e s  o f  t h a t  person o n  i t  

a n d  i n  c o n n e c t i o n  w i t h  it, to:

(a) f i l e  j o i n t l y  w i t h  A S R C  a n d  t h e  S t a t e  a l l  l o g s ,  

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

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

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

t h i r t y  (30) d a y s  a f t e r  e a c h  w e l l  o r  s u r v e y  h a s  b e e n  

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

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

A S R C  a n d  t o  t h e  S t a t e  t h e  s a m e  n o t i f i c a t i o n  a n d  r e v i e w  

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

11 A A C  91.210 o r  o t h e r  a p p l i c a b l e  r e g u l a t i o n s  h e r e a f t e r  

a d o p t e d ;

(b) e x e r c i s e  r e a s o n a b l e  d i l i g e n c e  i n  m i n i n g ,  a n d  i n

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

(c) u p o n  d i s c o v e r y  o f  m i n e r a l s ,  i n c l u d i n g  o i l  o r  g a s ,

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

m i n i n g ,  o r  i n  t h e  c a s e  o f  o i l  o r  g a s  t o  r e c o v e r  r e a s o n a b l e  

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

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

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

p r u d e n t  o p e r a t o r  w o u l d ?

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

a n d  w o r k m a n l i k e  m a n n e r  i n  a c c o r d a n c e  w i t h  m o d e r n  m e t h o d s  a n d  

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

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

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

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

p r o d u c t i v e  o p e r a t i o n s ,  a n d  t o  c a r r y  o u t  a t  t h e  p e r s o n ' s  

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

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

o f  t h e  s u b s u r f a c e  a r e a  s u b j e c t  t o  t h e  S u b s u r f a c e  A g r e e m e n t ;

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

w e l l  b e f o r e  a b a n d o n i n g  it;

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

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

o f  h y d r o c a r b o n s ;

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

i n  e x p l o r a t i o n  a n d  d e v e l o p m e n t ;

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

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

(i) s u b s c r i b e  t o  r e a s o n a b l e  c o o p e r a t i v e  o r  u n i t  

a g r e e m e n t s  p r o p o s e d  b y  t h e  S t a t e  o r  A S R C ,  o r  o t h e r w i s e  

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

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

e a c h  o f  A S R C  a n d  t h e  S t a t e  w i t h  r e s p e c t  t o  t h e i r  r e s p e c t i v e  

i n t e r e s t s ;

(j) k e e p  o p e n  f o r  i n s p e c t i o n  a n d  a u d i t  a t  a l l  

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

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

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

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

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

(k) a l l o w  A S R C  t h e  o p t i o n  t o  t a k e  i t s  A S R C  p e r c e n t a g e  

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

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

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

t h e  i n t e r e s t s  o f  t h e  S t a t e  a n d  o f  A S R C ,  o r ,  i n  t h e  a b s e n c e  

o f  s u c h  p r o v i s i o n s ,  m e a s u r e d  b y  fa ir  m a r k e t  value) o r  i n  

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

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

s o ,  a n d  p r o v i d e  f u r t h e r  t h a t  a l l  a g r e e m e n t s  f o r  t h e  s a l e  o r
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m o r t g a g e  o r  o t h e r  d i 1- - t i o n  o f  a n  i n t e r e s t  i n  o i l ,  g a s ,  o r  

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

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

(1) a l l o w  A S R C  t o  h a v e  t h e  r i g h t  t o  e n f o r c e  a l l  t h e  
t e r m s  o f  t h e  Subsurface Agreement ( w h e t h e r  e x p r e s s  o r  

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

A S R C ' s  u n d i v i d e d  i n t e r e s t s  i n  subsurface c o v e r e d  t h e r e b y ,  

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

Subsurface Agreement f o r  a  b r e a c h  o f  i t s  t e r m s ,  w h e t h e r  o r  

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

i n t e r e s t s  o f  t h e  S t a t e  i n  t h a t  subsurface;

(m) a l l o w  A S R C  t o  h a v e  t h e  r i g h t  t o  p e t i t i o n  t h e  

Commissioner o f  N a t u r a l  R e s o u r c e s  o r  t h e  A l a s k a  O i l  a n d  G a s  

C o n s e r v a t i o n  C o m m i s s i o n  f o r  s u c h  u n i t i z a t i o n  o r d e r s  a n d  

o t h e r  p r o t e c t i o n s  a s  m a y  b e  a l l o w e d  b y  l a w ;  a n d

(n) a c k n o w l e d g e  a n d  a g r e e  t h a t  t h e  a p p l i c a b l e  t e r m s  o f  

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

6. SUSPENSION OP THE EXECUTIVE RIGHTS.

6.1. Suspension of the Executive Rights.

(a) S u s p e n s i o n  o f  t h e  Executive Rights f o r  R e f u s a l  o f  

t h e  S t a t e  t o  A c t . A t  a n y  t i m e  w h e n  A S R C  b e l i e v e s  t h a t  t h e  S t a t e  

w o u l d  b e  r e q u i r e d  b y  t h e  Prudent Landowner Standard t o  i s s u e  a  

Subsurface Agreement Solicitation o r  e x e c u t e  a  Subsurface 

Agreement w i t h  r e s p e c t  t o  a n y  p o r t i o n  o f  t h e  Nuiqsut subsurface 

o r  t h e  Point Lay subsurface, A S R C  m a y  g i v e  w r i t t e n  n o t i c e  t o  t h e  

S t a t e  i d e n t i f y i n g  t h e  p o r t i o n  o f  t h e  subsurface i n v o l v e d  a n d  

r e q u e s t i n g  t h a t  t h e  S t a t e  a s  e x e c u t i v e  i s s u e  o r  e x e c u t e  a n  

a p p r o p r i a t e  Subsurface Agreement Solicitation o r  Subsurface 

Agreement w i t h  r e s p e c t  t o  t h a t  p o r t i o n .  I f  t h e  S t a t e  r e f u s e s  t o  

i s s u e  o r  e x e c u t e  a  Subsurface Agreement Solicitation o r  

Subsurface Agreement i n  r e s p o n s e  t o  A S R C ' s  r e q u e s t ,  t h e  S t a t e  

s h a l l  i n f o r m  A S R C  i n  w r i t i n g  w h e t h e r  (i) t h a t  r e f u s a l  i s  b a s e d  

u p o n  a  c o n c l u s i o n  by t h e  S t a t e  t h a t  t h e  i s s u a n c e  o r  e x e c u t i o n  

t h e r e o f  w o u l d  n o t  b e  r e q u i r e d  u n d e r  t h e  Prudent Landowner 

Standard o r  (ii) t h a t  r e f u s a l  i s  b a s e d  u p o n  a  p u b l i c  i n t e r e s t  

d e t e r m i n a t i o n  o r  f i n d i n g  by t h e  S t a t e  t h a t  t h e  S t a t e ,  i n  

a p p l i c a t i o n  o f  t h e  Limited Prudent Landowner Standard t o  i t s  

c o n d u c t  a s  h o l d e r  o f  t h e  Executive Rights, i s  p r e v e n t e d  f r o m
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c o m p l y i n g  w i t h  t h e  Prudent Landowner Standard w i t h  r e f e r e n c e  t o  

i s s u a n c e  o r  e x e c u t i o n  o f  a  Subsurface Agreement Solicitation o r  

Subsurface Agreement a s  r e q u e s t e d  b y  A S R C  b e c a u s e  o f  i t s  d u t i e s  

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

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

t h e  S t a t e ' s  r e f u s a l  t o  i s s u e  o r  e x e c u t e  a  Subsurface Agreement 

Solicitation o r  Subsurface Agreement i s  b a s e d  u p o n  a  p u b l i c  

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

t h e  l a s t  p r e c e d i n g  s e n t e n c e ,  t h e n  A S R C  s h a l l  h a v e  t h e  r i g h t ,  a t  

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

b y  t h e  S t a t e  a s  e x e c u t i v e  o f  a  Subsurface Agreement Solicitation 

o r  Subsurface Agreement c o v e r i n g  t h e  s u b j e c t  p o r t i o n  o f  t h e  

subsurface, t o  g i v e  w r i t t e n  n o t i c e  t o  t h e  S t a t e  s u s p e n d i n g  t h e  

Executive Rights a s  t o  t h e  p o r t i o n  o f  t h e  subsurface a s  t o  w h i c h  

A S R C  h a d  r e q u e s t e d  t h a t  t h e  S t a t e  i s s u e  o r  e x e c u t e  a  Subsurface 

Agreement Solicitation o r  Subsurface Agreement. S a i d  n o t i c e  

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

Executive Rights a r e  t o  b e  s u s p e n d e d  a n d  s h a l l  b e  a c k n o w l e d g e d  b y  

A S R C  a s  r e q u i r e d  f o r  t h e  r e c o r d a t i o n  o f  i n s t r u m e n t s  a f f e c t i n g  

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

t h e  S t a t e  s h a l l  e x e c u t e  a n d  s h a l l  l i k e w i s e  a c k n o w l e d g e  t h e  n o t i c e  

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

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

(b) S u s p e n s i o n  o f  t h e  Executive Rights B e c a u s e  o f

S.epaia.t.s-Tenn4nafciQn. .of. S u b s u r f a c e  A r a w » «at. A s  p r o v i d e d  i n  

s u b s e c t i o n s  4 . 6  a n d  4 . 9  a n d  p a r a g r a p h  5 . 3 ( 1 ) ,  A S R C  a n d  t h e  S t a t e  

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

a n d  t e r m i n a t i o n  p r o v i s i o n s  i n  Subsurface Agreements c o v e r e d  b y  

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

i n t e r e s t  i n  t h e  subsurface c o v e r e d  o r  a f f e c t e d  by t h e  Subsurface 

Agreement. U p o n  c a n c e l l a t i o n  a n d  t e r m i n a t i o n  o f  a  Subsurface 

Agreement, i n  w h o l e  o r  i n  part, by o n e  o n l y  o f  A S R C  o r  t h e  S t a t e

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

Nuiqsut subsurface o r  the Point Lay subsurface whereby t h e

u n d i v i d e d  i n t e r e s t  o f  o n e  o n l y  o f  A S R C  o r  t h e  S t a t e  i n  a n y
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p o r t i o n  o f  t h e  Nuiqsut subsurface o r  t h e  Point Lay subsurface is 

n o  l o n g e r  s u b j e c t  t o  t h a t  Subsurface Agreement, t h e n  t h e  

Executive Rights s h a l l  b e  s u s p e n d e d  a s  t o  t h a t  p o r t i o n  o f  t h e  

Nuiqsut subsurface o r  Point Lay subsurface.

6.2 Rights and Duties During Suspension of the Executive 

R i g h t s .

S u b j e c t  t o  s u b s e c t i o n  6 . 3 ,  i t  i s  s t i p u l a t e d  a n d  a g r e e d  

t h a t  d u r i n g  a n y  p e r i o d  w h i l e  t h e  Executive Rights o f  t h e  S t a t e  

a r e  s u s p e n d e d  a s  t o  a  p o r t i o n  o f  t h e  Nuiqsut subsurface o r  P o i n t  

Lay subsurface p u r s u a n t  t o  s u b s e c t i o n  6 . 1 ,  t h e  f o l l o w i n g  s h a l l  

o c c u r :

(a) T h e  Executive Rights o f  t h e  S t a t e  s h a l l  b e  

s u s p e n d e d  a s  t o  t h e  p e r c e n t a g e  i n t e r e s t  o f  A S R C  i n  t h a t  

p o r t i o n  o f  t h e  Nuiqsut subsurface o r  t h e  Point Lay 
subsurface a n d  t h e  S t a t e  s h a l l  h a v e  n o  r i g h t ,  p o w e r ,  d u t y ,  

o r  o b l i g a t i o n  a s  e x e c u t i v e  a s  t o  t h e  i n t e r e s t  o f  A S R C  i n  
t h a t  p o r t i o n ;  a n d

(b) E a c h  p a r t y  s h a l l  o w n  i t s  u n d i v i d e d  i n t e r e s t  i n  

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

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

l i m i t e d  to, t h e  e x c l u s i v e  p o w e r  a n d  r i g h t  t o  e x e c u t e  

Subsurface Agreements c o v e r i n g  a l l  o r  p a r t  o f  i t s  u n d i v i d e d  

i n t e r e s t  a s  t o  t h a t  p o r t i o n  o f  t h e  Nuiqsut subsurface o r  t h e  
Point Lay subsurface.

6 . 3 .  R e t u r n  o f  t h e  E x e c u t i v e  R i g h t s .

A f t e r  t h e  s u s p e n s i o n  o f  t h e  Executive Rights a s  t o  a n y  

p o r t i o n  o f  t h e  Nuiqsut subsurface o r  Point Lay subsurface a s  

p r o v i d e d  i n  s u b s e c t i o n  6 . 1 ,  t h e  Executive Rights w i l l  r e t u r n  t o  

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

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

t h e  Executive Rights a s  t o  a n y  p o r t i o n  o f  t h e  

subsurface p u r s u a n t  t o  p a r a g r a p h  6 . 1 ( a )  a n d  p r i o r  t o  t h e  

execution b y  A S R C  o f  a  Subsurface Agreement c o v e r i n g  A S R C ' s  

p e r c e n t a g e  i n t e r e s t  i n  t h a t  p o r t i o n  o f  t h e  subsurface, A S R C ,  

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

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

n o t i c e  t e r m i n a t i n g  t h e  s u s p e n s i o n  o f  t h e  E x e c u t i v e  R i g h t s  a s  

t o  t h e  p o r t i o n  o f  t h e  subsurface d e s c r i b e d  i n  s u c h  n o t i c e ;

(b) If ASRC e x e c u t e s  a  Subsurface Agreement c o v e r i n g  

i t s  u n d i v i d e d  i n t e r e s t  i n  a  p o r t i o n  o f  t h e  Nuiqsut
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subsurface or Point Lay Subsurface as to which the Executive 
Rights have been suspended pursuant to paragraph 6.1(a), and 
if at any time thereafter neither ASRC's nor the State's 
undivided interest in that portion of the Nuiqsut subsurface 
or Point Lay subsurface then remains subject to any 
Subsurface Agreement; or

(c) If at any time after the suspension of the 
Executive Rights as to a portion of the Nuiqsut subsurface 
or Point Lay subsurface pursuant to paragraph 6.1(b) neither 
ASRC's nor the State's undivided interest in that portion of 
the Nuiqsut subsurface or Point Lay subsurface then remains 
subject to any Subsurface Agreement.

As to the portion of the subsurface described in a notice from

ASRC terminating the suspension of the Executive Rights as to

a that portion pursuant to paragraph (a) of this subsection 6.3,

and in either of the circumstances described in paragraph (b) or 

paragraph (c) of this subsection 6.3 when neither ASRC's nor the 

State's undivided interest in a portion of the Nuiqsut subsurface 

or the Point Lay subsurface is then subject to any Subsurface 

jjgjjjl Agreement, the Executive Rights granted the State under section 4

of this Settlement Agreement shall automatically and immediately 

return to and be exclusively exercised by the State as to that 

portion of the Nuiqsut subsurface or Point Lay subsurface, 

subject, however, to the terms and provisions of sections 4, 5, 

and 7 and (if it thereafter again becomes applicable) this 

section 6.

U  7. MISCELLANEOUS RESTRICTIONS ON BOTH PARTIES.

7.1. Prohibitions on Self-Development.

]|j|j Absent the written consent of the other party, neither

the State nor ASRC may alone or in a joint venture or other joint 

enterprise of any sort with any person, become a lessee of or 

explore, develop, produce from, or otherwise exploit any portion 

of the Nuiqsut subsurface or the Point Lay subsurface as long as 

that portion is subject to the Executive Rights granted in this

Settlement Agreement. However, nothing in this section prohibits

M

*
i
«
a
i

(a) ASRC or the State from entering the lands to 
inspect and observe the activities of a person who has a 
Subsurface Agreement concerning the Nuiqsut subsurface or 
the Point Lay subsurface;
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(b) ASRC or Che State from entering the lands to 
perform such actions as are reasonably necessary to take its 
share of subsurface revenues earned under this Settlement 
Agreement in kind;

(c) the State, when acting as the executive, from 
conducting, at its sole risk and expense or by agreement and 
in conjunction with ASRC, seismic or other geological or 
geophysical surveys of the Nuiqsut subsurface or the Point 
Lay subsurface; or

(d) the State from exercising any sovereign power it 
may have over uplands, submerged lands, or water, regardless 
of any ownership interest in the Nuiqsut subsurface or Point 
Lay subsurface, or from conducting resource assessment 
programs on state-owned lands, subject, however, to the 
provisions of subsection 8.2 of this Settlement Agreement.

7.2. Assignments of Executive Rights.

The State may not assign or delegate the Executive 

Rights granted under section 4 of this Settlement Agreement 

without the prior written consent of ASRC, except as allowed 

under subsection 7.3.

7.3. Conveyances Prohibited.

(a) Except as to Subsurface Agreements authorized 

under subsection 6.2 of this Settlement Agreement, neither the 

State (acting solely on its own behalf, and not as executive) nor 

ASRC (acting solely on its own behalf) may convey, by sale, 

exchange, or otherwise, all or any interest in its undivided 

percentage interest in all or any portion of the Nuiqsut 

subsurface or the Point Lay subsurface without the prior written 

consent of the other party. Both the State and ASRC may 

condition consent to a conveyance upon the termination of the 

Executive Rights and rights, duties, and obligations of the 

executive with respect to the undivided interest of the 

nonexecutive in the portion of the Nuiqsut subsurface or Point 

Lay subsurface to be conveyed. If such consent is given, and the 

Executive Rights are terminated as to that portion of the Nuiqsut 

subsurface or Point Lay subsurface affected, then the rights and 

obligations of the owners of that portion affected will be as 

described in subsection 6.2 of this Settlement Agreement and
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there shall be no return of the Executive Rights as provided in 

subsection 6.3.

(b) If the State (acting solely on its own behalf, and 

not as executive) or ASRC (acting solely on its own behalf) makes 

a conveyance, by sale, exchange, or otherwise, to another person 

of all or any interest in its undivided percentage interest in 

all or any portion of the Nuiqsut subsurface or the Point Lay 

subsurface after having obtained the consent of the other party 

to make that conveyance as required in paragraph 7.3(a) above, 

the consideration received by the State or ASRC, as applicable, 

for the conveyance shall not be deemed to be subsurface revenues 

for purposes of this Settlement Agreement, so that the other 

party (whose undivided interest in the Nuiqsut subsurface or the 

Point Lay subsurface is not being conveyed to that other person) 

shall have no right to receive any share of that consideration 

pursuant to this Settlement Agreement.

(c) The State's consent under paragraph 7.3(a) to a 

transfer of ASRC's entire interest in the Nuiqsut subsurface and 

the Point Lay subsurface is not required if the transfer occurs 

because of ASRC's merger or consolidation with another 

corporation under AS 10.06.530-10.06.582 or AS 10.06.960 (or any 

similar or successor corporate merger or consolidation 

legislation hereafter enacted).

(d) Subject to the terms, conditions, limitations, and 

provisions of paragraphs (a), (b), and (c) of this subsection

7.3, any assignment or conveyance by ASRC or the State to any 

person of any interest in its undivided percentage interest in 

all or any portion of the Nuiqsut subsurface or the Point Lay 

subsurface shall, to the extent (and only to the extent) 

applicable under the terms and provisions of this Settlement 

Agreement, be made expressly subject to this Settlement Agreement 

and the assignment of Executive Rights provided herein.
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8.1. Neither the State's conveyance to ASRC of an interest 

in the Nuiqsut subsurface or the Point Lay subsurface, including 

submerged lands, nor any term or provision of this Settlement 

Agreement, is intended or may be construed to waive, give up, 

alter, or affect in any way any sovereign right of the State (as 

that right or rights may exist at any time under applicable law) 

to regulate or manage navigable or nonnavigable rivers, streams, 

creeks, lakes, or ponds, or other bodies of water extending over 

submerged lands, or to regulate the appropriation of water, or to 

manage fish and game resources or other natural resources, 

including, but not limited to, laws and regulations that govern 

protection of natural resources and procedural requirements for 

disposal of interests in State lands for leasing, exploration, 

and development of natural resources. In exercising or declining 

to exercise the Executive Rights conferred and imposed on the 

State under this Settlement Agreement, the State shall be 

entitled to and shall observe and conform to statutes and 

regulations governing these resources, subject, however, to the 

provisions of subsection 8.2.

8.2. Nothing in this Settlement Agreement, including this 

section 3, shall be construed as a waiver by ASRC of its right to 

challenge the constitutionality of any statute or the validity of 

any regulation enacted or adopted after the Pinal Effective Date 

of this Settlement Agreement that singles out the Nuiqsut 

subsurface or the Point Lay subsurface for treatment different 

from that accorded to other lands within the State of Alaska, or 

that causes any injury-in-fact to any rights expressly granted to 

ASRC under this Settlement Agreement. It is agreed, however, 

that such a challenge will not challenge or attempt to void or 

terminate the rights of a third party under a Subsurface 

Agreement executed by the State in exercise of the Executive 

Rights in accordance with the terms and conditions of this 

Settlement Agreement.

8. STATE'S RIGHTS AS SOVEREIGN.
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9 . PREEXISTING LEASES OP THE NUIQSUT SUBSURFACE.

9.1. Lease Description.

(a) In 1983, the State waived the right to administer 

the following oil and gas leases affecting portions of the 

Nuiqsut subsurface which had already been conveyed to ASRC by the 

United States:

LEASE

MONTH/DAY 
RENTAL 
DUE DATE ANNUAL RENTAL

PER DAY ALLOCATION
(ANNUAL
R E N T A L/365-)

ADL NO. 356000 Feb. 1 $ 3 7 2 0 .0 0 $ 1 0 .1 9
ADL NO. 356001 Feb . 1 $ .3 8 4 0 .0 0 $ 1 0 .5 2
ADL N o. 356002 Feb. 1 $ 1 9 2 0 .0 0 $ 5 .2 6
ADL N o. 356003 Feb. 1 $ 5 7 6 0 .0 0 $ 1 5 .7 8
ADL N o. 356004 Feb. 1 $ 1 9 2 0 .0 0 $ 5 .2 6
ADL N o. 356005 Feb. 1 $ 3 8 4 0 .0 0 $ 1 0 .5 2
ADL N o. 25540 F eb . 1 $ 2 5 6 0 .0 0 $ 7 .0 1
ADL N o. 25541 Feb . 1 $ _2560 ,0 0 $ 7 .0 1
ADL N o. 25554 Feb. 1 $ 2 5 6 0 ,0 0 $ 7 .0 1
ADL N o. 25555 Feb . 1 $ .2 5 6 0 .0 0 $ 7 .0 1

(b) The S ta te  has n o t y e t  w a iv e d th e r i g h t  t o

administer the following State oil and gas leases affecting 

portions of the Nuiqsut subsurface which have already been 

conveyed to ASRC by the United States by interim conveyance or

patent:

LEASE

MONTH/DAY 
RENTAL 
DUE DATE ANNUAL RENTAL

PER DAY ALLOCATION
(ANNUAL
RENTAL/365-)

ADL NO. 25526 Feb. 1 $ 1055.00 $ 2.89
ADL NO. 25529 Feb. 1 $ 5.52
ADL NO. 364469 Aug. 1 $ 10674.00 $ 29.24
ADL No. 366201 Feb. 1 $ 1230.00 $ 3.37
ADL No. 366202 Feb. 1 $ 1181.00 $ . 3.24
ADL NO. 366203 Feb. 1 $ 640.00 $ 1.75
ADL NO. 366204 Feb. 1 $ 531,00 $ .. .1,45 .

(c) Additionally, the following State oil and gas 

leases affect portions of the Nuiqsut subsurface that may in the 

future be conveyed to ASRC by the United States:
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LEASE

MONTH/DAY PER DAY ALLOCATION
RENTAL (ANNUAL
D U E ..D A T E  A N N U A L  R E N T A L  RENTAL/365-)

ADL No. 25530 Feb. 1 30.00 $_ 0.08
ADL No. 25535 Feb. 1 $ 1920.00 $ 5,26
ADL No. 25536 Feb. 1 $. 640.00 $ 1.75
ADL No. 25537 Feb. 1 $. 2437.00 $ . 5.68
ADL No. 25539 Feb. 1 $. .1808.00 $ 4.95
ADL No. 25556 Feb. 1 $_ 1179.00 $ 3.23
ADL NO. 25560 Feb. 1 $ 2560.00 $ _ 7.01
ADL No. 25561 Feb. 1 $. 1288,00 $ 3.53
ADL NO. 25562 Feb. 1 $ 1920.00 $ 5.26
ADL No. 25563 Feb. 1 $_ 2560.00 $ 7.01
ADL No. 25577 Feb. 1 $. 2560.00 $ 7.01
ADL No. 25578 Feb. 1 $_ 1949.00 $ 5.34
ADL No. 25579 Feb. 1 $_ 2491.00 $ 6.82
ADL No. 25596 Feb. 1 $_ 2501.00 $ 6.85
ADL No. 25597 Feb. 1 $_ 2512.00 $ 6.88
ADL No. 364466 Aug. 1 $_ 13029.00 $ 35.70
ADL No. 364468 Aug. 1 $. 11112.00 $ 30.44

9.2. Leases Covering Fully Conveyed Sections on Final
Effective Date.

(a) On the Final Effective Date of this Settlement 

Agreement, as to each of the leases identified in - . p a r a g r a p h s  

9.1(a) and 9.1(b) (subject to the provisions of ..ubsection 9.4 

below, if applicable):

(1) as to the applicable State percentage in Nuiqsut 
subsurface covered by each lease, the State shall have the 
right and responsibility, with respect only to its undivided 
interests, in its own discretion to administer and enforce 
directly any termination provisions, duties, and covenants, 
express or implied, undertaken by or imposed by virtue of 
each lease as provided in subsections 4.6 and 4.9 of this 
Settlement Agreement in the same manner as if that lease had 
been executed pursuant to this Settlement Agreement, and the 
State shall likewise have the right and responsibility, as 
contemplated in subsections 4.7 and 5.1 of this Settlement 
Agreement, to receive payment directly from the lessee of 
the applicable State percentage of all subsurface revenues 
attributable to the Nuiqsut subsurface which the lessee is 
thereafter obligated to pay under the terms of the lease; 
and

(2) as to the applicable ASRC percentage in Nuiqsut 
subsurface covered by each lease, ASRC shall have the right 
and responsibility, with respect only to its undivided 
interests, in its own discretion to administer and enforce
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d i r e c t l y  a n y  t e r m in a t io n  p r o v is io n s ,  d u t ie s ,  and  c o v e n a n ts ,  
e x p re s s  o r  im p l ie d ,  u n d e r ta k e n  b y  o r  im po se d  b y  v i r t u e  o f  
e a ch  le a s e  as  p r o v id e d  i n  s u b s e c t io n s  4 .6  and  4 .9  o f  t h i s  
S e t t le m e n t  A g re e m e n t i n  th e  same m anner as i f  t h a t  le a s e  had 
been  e x e c u te d  p u r s u a n t  t o  t h i s  S e t t le m e n t  A g re e m e n t, and 
ASRC s h a l l  l i k e w is e  h ave  th e  r i g h t  and r e s p o n s i b i l i t y ,  as 
c o n te m p la te d  i n  s u b s e c t io n s  4 .7  and  5 .1  o f  t h i s  S e t t le m e n t  
A g re e m e n t, t o  r e c e iv e  p a ym en t d i r e c t l y  fro m  th e  le s s e e  o f  
th e  a p p l i c a b le  ASRC p e rc e n ta g e  o f  a l l  subsurface re v e n u e s  
a t t r i b u t a b l e  t o  th e  Nuiqsut subsurface w h ic h  th e  le s s e e  i s  
t h e r e a f t e r  o b l ig a t e d  t o  p a y  u n d e r  th e  te rm s  o f  th e  le a s e .

(b ) On th e  Pinal Effective Date o f  t h i s  S e t t le m e n t  

A g re e m e n t, e a ch  o f  th e  le a s e s  d e s c r ib e d  i n  p a ra g ra p h s  9 .1 ( a )  and 

9 .1 ( b )  o f  t h i s  S e t t le m e n t  A g re e m e n t w i l l  become s u b je c t  t o  th e  

r i g h t s  o f  th e  S ta te  and  ASRC u n d e r  and  p u rs u a n t  t o  s e c t io n s  4 and 

5 and  th e  o t h e r  p r o v is io n s  o f  t h i s  S e t t le m e n t  A g re e m e n t as i f  

th o s e  le a s e s  had b e e n  e x e c u te d  p u rs u a n t  t o  an d  i n  f u l l  c o m p lia n c e  

w i t h  th e  r i g h t s ,  p o w e rs , d u t i e s ,  and  o b l i g a t io n s  o f  th e  S ta te  as 

e x e c u t iv e  u n d e r  t h i s  S e t t le m e n c  A g re e m e n t, a n d  a n y  r e s e r v a t io n  t o  

th e  S ta t e ,  o r  a n y  r e le a s e  o r  t r a n s f e r  f ro m  th e  S ta te  t o  ASRC o f  

r i g h t s  t o  " a d m in is t e r "  th e s e  le a s e s  c s  p r o v id e d  i n  s e c t io n  1 4 (g )  

o f  ANCSA s h a l l  t h e r e a f t e r  be  w a iv e d  and  i n e f f e c t i v e  t o  th e  end 

t h a t  th e  a d m in i s t r a t i o n  o f  th e s e  le a s e s  s h a l l  be  g o v e rn e d  and 

c o n t r o l l e d  b y  th e  te rm s  an d  p r o v is io n s  o f  t h i s  S e t t le m e n t  

A g re e m e n t.

(c )  W i t h in  t h i r t y  (30 ) d a ys  a f t e r  th e  Pinal E f f e c t i v e  

Date o f  t h i s  S e t t le m e n t  A g re e m e n t, ASRC and  th e  S ta te  w i l l  j o i n  

i n  e x e c u t in g  and  w i l l  d e l i v e r  t o  e a ch  o f  th e  le s s e e s  u n d e r  th e  

le a s e s  d e s c r ib e d  i n  p a ra g ra p h s  9 .1 ( a )  a n d  9 .1 ( b )  a n o t ic e  o f  th e  

p r o v is io n s  o f  a n d  o f  th e  r i g h t s  o f  th e  S ta te  and  ASRC, 

r e s p e c t i v e l y ,  w i t h  r e s p e c t  t o  th o s e  le a s e s  u n d e r  t h i s  s u b s e c t io n

9 .2 ,  i n  th e  fo rm  s e t  o u t  i n  E x h ib i t  J .

9.3. Additional Outstanding Leases.

(a) S u b je c t  t o  th e  p r o v is io n s  o f  c u b s e c t io n  9 .4  b e lo w , 

i n  e a ch  in s ta n c e  a f t e r  th e  Pinal Effective Date o f  t h i s  

S e t t le m e n t  A g re e m e n t when a  s e c t io n  o f  Nuiqsut subsurface c o v e re d  

b y  a n y  le a s e  i d e n t i f i e d  i n  p a ra g ra p h  9 .1 ( c )  becom es a  Pully
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n

M B  Conveyed Section, th e n ,  e f f e c t i v e  im m e d ia te ly  and  a u t o m a t ic a l l y

as o f  t h a t  d a te :

■ (1 ) as t o  th e  a p p l ic a b le  S ta te  p e rc e n ta g e  i n  Nuiqsut 
subsurface c o v e re d  b y  t h a t  le a s e ,  th e  S ta te  s h a l l  ha ve  th e  
r i g h t  and  r e s p o n s i b i l i t y ,  w i t h  r e s p e c t  o n ly  t o  i t s  u n d iv id e d  

i n t e r e s t ,  i n  i t s  own d i s c r e t i o n  t o  a d m in is te r  and  e n fo r c e  
jjS$J d i r e c t l y  a n y  t e r m in a t io n  p r o v is io n s ,  d u t i e s ,  and c o v e n a n ts ,

e x p re s s  o r  im p l ie d ,  u n d e r ta k e n  b y  o r  im p o se d  by v i r t u e  o f  
t h a t  le a s e  as p r o v id e d  i n  s u b s e c t io n s  4 .6  a n d  4 .9  o f  t h i s  
S e t t le m e n t  A g re e m e n t i n  th e  same m anner as i f  th e  le a s e  had 
b e en  e x e c u te d  p u r s u a n t  t o  and i n  f u l l  c o m p lia n c e  w i t h  th e  
r i g h t s ,  p o w e rs , d u t ie s ,  and  o b l ig a t io n s  o f  th e  S ta te  as

■ e x e c u t iv e  u n d e r  t h i s  S e t t le m e n t  A g re e m e n t, and  th e  S ta te  
s h a l l  l i k e w is e  have  th e  r i g h t  and r e s p o n s i b i l i t y ,  as 
c o n te m p la te d  i n  s u b s e c t io n s  4 .7  and  5 .1  o f  t h i s  S e t t le m e n t  
A g re e m e n t, t o  r e c e iv e  paym en t d i r e c t l y  f ro m  th e  le s s e e  o f  
th e  a p p l ic a b le  S ta te  p e rc e n ta g e  o f  a l l  subsurface revenues 
a t t r i b u t a b l e  t o  th e  Nuiqsut subsurface t h a t  th e  le s s e e  i s  
t h e r e a f t e r  o b l ig a t e d  t o  p a y  u n d e r  th e  te rm s  o f  th e  le a s e ;  
and

N
■ (2 ) as  t o  th e  a p p l i c a b le  ASRC p e rc e n ta g e  i n  Nuiqsut 

subsurface c o v e re d  b y  th e  le a s e ,  ASRC s h a l l  ha ve  th e  r i g h t  
a n d  r e s p o n s i b i l i t y ,  w i t h  r e s p e c t  o n ly  t o  i t s  u n d iv id e d  
i n t e r e s t ,  i n  i t s  own d i s c r e t i o n  t o  a d m in is te r  an d  e n fo r c e  
d i r e c t l y  a n y  t e r m in a t io n  p r o v is io n s ,  d u t i e s ,  and  c o v e n a n ts ,  
e x p re s s  o r  im p l ie d ,  u n d e r ta k e n  b y  o r  im p o se d  b y  v i r t u e  o f  
t h a t  le a s e  as p r o v id e d  i n  s u b s e c t io n s  4 .6  a n d  4 .9  o f  t h i s  
S e t t le m e n t  A g re e m e n t i n  th e  same m anner as i f  th e  le a s e  had 
be en  e x e c u te d  p u r s u a n t  t o  and i n  f u l l  c o m p lia n c e  w i t h  th e  
r i g h t s ,  p o w e rs , d u t ie s ,  an d  o b l i g a t io n s  o f  th e  S ta te  as 
e x e c u t iv e  u n d e r  t h i s  S e t t le m e n t  A g re e m e n t, and  ASRC s h a l l  
l i k e w is e  have  th e  r i g h t  an d  re s p o n r  A b i l i t y ,  as c o n te m p la te d  
i n  s u b s e c t io n s  4 .7  and  5 .1  o f  t h i s  S e t t le m e n t  A g re e m e n t, t o  
r e c e iv e  pa ym en t d i r e c t l y  f ro m  th e  le s s e e  o f  th e  a p p l i c a b le  
ASRC p e rc e n ta g e  o f  a l l  subsurface revenues a t t r i b u t a b l e  t o  
th e  Nuiqsut subsurface t h a t  th e  le s s e e  i s  t h e r e a f t e r  
o b l ig a t e d  t o  p a y  u n d e r  th e  te rm s  o f  th e  le a s e .

(b ) When a s e c t io n  o f  Nuiqsut subsurface c o v e re d  b y  a

le a s e  d e s c r ib e d  i n  p a ra g ra p h  9 .1 ( c )  becom es a F u l l y  C onveyed

Section a f t e r  th e  Final Effective Date of t h i s  S e t t le m e n t

A g re e m e n t, th e n  ( s u b je c t  t o  s u b s e c t io n  9 .4  b e lo w , i f  a p p l ic a b le )

t h a t  le a s e  w i l l  becom e s u b je c t  t o  th e  r i g h t s  o f  th e  S ta te  and

| ^ |  ASRC p u rs u a n t  t o  s e c t io n s  4 a n d  5 and th e  o t h e r  p r o v is io n s  o f

■
□
m

t h i s  S e t t le m e n t  A g re e m e n t as i f  th e  le a s e  had  be en  e x e c u te d  

p u r s u a n t  t o  and  i n  f u l l  c o m p lia n c e  w i t h  th e  r i g h t s ,  p o w e rs ,
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d u t ie s ,  and  o b l i g a t io n s  o f  th e  S ta te  as e x e c u t iv e  u n d e r  t h i s  

S e t t le m e n t  A g re e m e n t, and  a n y  r e s e r v a t io n  t o  th e  S ta te  o r  r e le a s e  

o r  t r a n s f e r  f ro m  th e  S ta te  t o  ASRC o f  r i g h t s  t o  ’’ a d m in is te r "  t h a t  

le a s e  as p r o v id e d  i n  s e c t io n  1 4 (g )  o f  ANCSA s h a l l  t h e r e a f t e r  be 

w a iv e d  and  i n e f f e c t i v e  t o  th e  end t h a t  th e  a d m in i s t r a t i o n  o f  th e  

le a s e  s h a l l  t h e r e a f t e r  be  g o v e rn e d  and  c o n t r o l l e d  b y  th e  te rm s  

and p r o v is io n s  o f  t h i s  S e t t le m e n t  A g re e m e n t.

(c) W it h in  t h i r t y  (30 ) d a ys  a f t e r  a n y  s e c t io n  o f  

Nuiqsut subsurface c o v e re d  b y  a le a s e  d e s c r ib e d  i n  p a ra g ra p h  

9 .1 ( c )  becom es a Fully Conveyed Section a f t e r  th e  Final Effective 

Date o f  t h i s  S e t t le m e n t  A g re e m e n t, ASRC and  th e  S ta te  w i l l  j o i n  

i n  e x e c u t in g  and  w i l l  d e l i v e r  t o  th e  le s s e e  u n d e r  t h a t  le a s e  a 

n o t ic e  o f  th e  p r o v is io n s  o f  and  o f  th e  r i g h t s  o f  th e  S ta te  and 

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

s u b s e c t io n  9 .3 ,  i n  th e  fo rm  s e t  o u t  i n  E x h ib i t  J .

9.4. Segregation of Leased Lands.

On o r  b e fo r e  th e  Final Effective Date o f  t h i s  

S e t t le m e n t  A g re e m e n t as t o  le a s e s  d e s c r ib e d  i n  p a ra g ra p h  9 . 1 ( b ) ,  

an d  e f f e c t i v e  on  o r  b e fo r e  th e  d a te  when a s e c t io n  o f  N u iq s u t  

subsurface c o v e re d  b y  a le a s e  d e s c r ib e d  i n  p a ra g ra p h  9 .1 ( c )  

becom es a Fully Conveyed Section, th e  S ta te  i s  e n t i t l e d  t o  and 

s h a l l  s e g re g a te  o u t  th o s e  le a s e d  la n d s  n o t  in c lu d e d  i n  a F u l l y  

Conveyed Section o f  Nuiqsut subsurface c o v e re d  b y  t h a t  le a s e  and  

th e r e b y  c r e a te  tw o  le a s e s  o u t  o f  th e  le a s e ,  so  as t o  make th e  

p r o v is io n s  o f  s u b s e c t io n  9 .2  o r  9 .3  (as  a p p l ic a b le )  e f f e c t i v e  

o n ly  as t o  t h a t  le a s e  c o v e r in g  th e  Nuiqsut subsurface t h a t  i s  

c o e x te n s iv e  w i t h  th e  la n d s  in c lu d e d  i n  one o r  m ore Fully C onveyed  

Sections o f  Nuiqsut subsurface.

9.5. Division of Revenue From Certain Leases.

P aym ents  o f  b o nu s  a n d  r e n t a ls  h a ve  b een  a n d  may be made 

b y  le s s e e s  u n d e r  o i l  a n d  g a s  le a s e s  c o v e r in g  p o r t io n s  o f  th e  

Nuiqsut subsurface. A l l  o f  th e s e  b o n u s  p a ym e n ts  ha ve  been  

r e c e iv e d  b y  th e  S ta t e ,  a n d  e i t h e r  o r  b o th  th e  S ta te  and  ASRC have  

r e c e iv e d  c e r t a i n  r e n t a l  p a y m e n ts  made u n d e r  v a r io u s  le a s e s  l i s t e d  

i n  s u b s e c t io n  9 .1  o f  t h i s  S e t t le m e n t  A g re e m e n t. To a v o id  an y

1991 Settlement Agreement
Page 49 0021*17.10



d is p u te  as t o  e n t i t l e m e n t  t o  r e c e iv e  o r  r e t a i n  th e s e  bonus o r  

r e n t a l  p a ym e n ts  and  a n y  o th e r  s u b s u r fa c e  re v e n u e s  a t t r i b u t a b l e  t o  

th e  N u iq s u t  s u b s u r fa c e  t h a t  th e  le s s e e s  h e r e a f t e r  become 

o b l ig a t e d  o r  e le c t  t o  p a y  u n d e r  th e  le a s e s ,  th e  p a r t i e s  a g re e  

t h a t :

(a ) P aym ents R e c e iv e d  B e fo re  1 9 9 1 . The S ta te  s h a l l  be 
e n t i t l e d  t o  r e t a i n  a l l  b o nu s  p a ym e n ts  p a id  t o  th e  S ta te  
b e fo r e  J a n u a ry  1 , 1 9 9 1 , f o r  and  i n  c o n n e c t io n  w i t h  a l l  
le a s e s  i d e n t i f i e d  i n  s e c t io n  9. o f  t h i s  S e t t le m e n t  A g re e m e n t.

(b ) 9 .1 ( a )  L e a s e s . ASRC s h a l l  be  e n t i t l e d  t o  r e t a i n  
a l l  a n n u a l r e n t a ls  p a id  t o  i t  u n d e r  e a ch  le a s e  l i s t e d  i n  
p a ra g ra p h  9 .1 ( a )  o f  t h i s  S e t t le m e n t  A g re e m e n t b e fo r e  th e  
Pinal Effective Date o f  t h i s  S e t t le m e n t  A g re e m e n t, e x c e p t  
t h a t  th e  p o r t i o n  o f  th e  a n n u a l r e n t a ls  f o r  th e  y e a r  o f  th e  
le a s e  te rm  d u r in g  w h ic h  th e  Pinal Effective Date o c c u rs  
( a l lo c a t e d  on  a p e r  d a y  b a s is  o v e r  t h a t  e n t i r e  y e a r  o f  th e  
le a s e  te rm ) a t t r i b u t a b l e  t o  th e  p e r io d  a f t e r  th e  Pinal 
Effective Date o f  t h i s  S e t t le m e n t  A g re e m e n t s h a l l  be 
p r o r a t e d  b e tw e e n  ASRC and  th e  S ta te  i n  p r o p o r t i o n  t o  th e  
ASRC p e rc e n ta g e  i n t e r e s t  a n d  th e  S ta c e  p e rc e n ta g e  i n t e r e s t  
i n  th e  Nuiqsut subsurface c o v e re d  b y  th e  le a s e .  A l l  
subsurface re v e n u e s  p a id  u n d e r  t h a t  le a s e  a f t e r  th e  Pinal 
Effective Date o f  t h i s  S e t t le m e n t  A g re e m e n t s h a l l  be p a id  
d i r e c t l y  t o  and  owned b y  ASRC a n d  th e  S ta te  i n  p r o p o r t io n  t o  
th e  ASRC p e rc e n ta g e  i n t e r e s t  a n d  th e  S ta t e  p e rc e n ta g e  
i n t e r e s t ,  r e s p e c t i v e l y ,  i n  th e  Nuiqsut subsurface c o v e re d  b y  
t h a t  le a s e .

(c ) 9 .1 ( b )  L e a s e s . The S ta te  s h a l l  be  e n t i t l e d  t o  
r e t a i n  a l l  a n n u a l r e n t a ls  p a id  t o  i t  u n d e r  e a ch  le a s e  l i s t e d  
i n  p a ra g ra p h  9 .1 ( b )  o f  t h i s  S e t t le m e n t  A g re e m e n t p r i o r  t o  
th e  Pinal Effective Date o f  t h i s  S e t t le m e n t  A g re e m e n t, 
e x c e p t  t h a t  th e  p o r t i o n  o f  th e  a n n u a l r e n t a ls  a t t r i b u t a b l e  
t o  Nuiqsut subsurface f o r  th e  y e a r  o f  th e  le a s e  te rm  d u r in g  
w h ic h  th e  Pinal Effective Date o c c u rs  ( a l lo c a t e d  on  a p e r  
d a y  b a s is  o v e r  t h a t  e n t i r e  y e a r  o f  th e  le a s e  te rm )  
a t t r i b u t a b l e  t o  th e  p e r io d  a f t e r  th e  Pinal Effective Date o f  
t h i s  S e t t le m e n t  A g re e m e n t s h a l l  be  p r o r a t e d  b e tw e e n  ASRC and  
th e  S ta te  i n  p r o p o r t io n  t o  th e  ASRC p e rc e n ta g e  i n t e r e s t  and  
th e  S ta te  p e rc e n ta g e  i n t e r e s t  i n  th e  Nuiqsut subsurface 
c o v e re d  b y  t h a t  le a s e .  A l l  subsurface revenues p a id  u n d e r  
t h a t  le a s e  a t t r i b u t a b l e  t o  Nuiqsut subsurface a f t e r  th e  
Pinal Effective Date o f  t h i s  S e t t le m e n t  A g re e m e n t s h a l l  be 
p a id  d i r e c t l y  t o  and owned b y  ASRC a n d  th e  S ta te  i n  
p r o p o r t io n  t o  th e  ASRC p e rc e n ta g e  i n t e r e s t  and  th e  S ta te  
p e rc e n ta g e  i n t e r e s t  i n  th e  Nuiqsut subsurface c o v e re d  b y  
t h a t  le a s e .
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(d ) 9 .1 ( c )  L e a a e g . The S ta te  s h a l l  be e n t i t l e d  to
r e t a i n  a l l  a n n u a l r e n t a ls  p a id  t o  i t  u n d e r  e a ch  le a s e  l i s t e d  
i n  p a ra g ra p h  9 .1 ( c )  o f  t h i s  S e t t le m e n t  A g re e m e n t b e fo r e  th e  
l a t e r  o f  ( i )  th e  P in a l  E f f e c t i v e  D a ta  o f  t h i s  S e t t le m e n t  
A g re e m e n t o r  ( i i )  th e  d a te  when a s e c t io n  o f  N u iq s u t  
s u b s u r fa c e  c o v e re d  b y  th e  le a s e  becom es a P u l l y  C onveyed  
S e c t io n ,  e x c e p t  t h a t  th e  p o r t i o n  o f  th e  a n n u a l r e n t a ls
a t t r i b u t a b l e  t o  t h a t  P u l l y  C onveyed  S e c t io n  f o r  th e  y e a r  o f
th e  le a s e  te rm  d u r in g  w h ic h  t h a t  s e c t io n  o f  N u iq s u t  
s u b s u r fa c e  becom es a P u l l y  C onveyed  S e c t io n  ( a l lo c a t e d  on a
p e r  d a y  b a s is  o v e r  t h a t  e n t i r e  y e a r  o f  th e  le a s e  t e r n )
a t t r i b u t a b l e  t o  th e  p e r io d  a f t e r  t h a t  s e c t io n  o f  N u iq s u t  
s u b s u r fa c e  becam e a P u l l y  C onveyed  S e c t io n  s h a l l  be  p r o r a te d  
b e tw e e n  ASRC and  th e  S ta te  i n  p r o p o r t io n  t o  th e  ASRC 
p e rc e n ta g e  i n t e r e s t  and th e  S ta te  p e rc e n ta g e  i n t e r e s t  i n  th e  
N u iq s u t  s u b s u r fa c e  i n  t h a t  P u l l y  C onveyed  S e c t io n  c o v e re d  b y  
t h a t  le a s e .  A l l  s u b s u r fa c e  re v e n u e s  p a id  u n d e r  e a ch  le a s e  
a t t r i b u t a b l e  t o  N u iq s u t  s u b s u r fa c e  i n  a P u l l y  C onveyed  
S e c t io n  a f t e r  th e  d a te  when t h a t  s e c t io n  ha s  become a P u l l y  
C onveyed  S e c t io n  s h a l l  be  p a id  d i r e c t l y  t o  a nd  owned b y  ASRC 
and th e  S ta te  i n  p r o p o r t io n  t o  th e  ASRC p e rc e n ta g e  i n t e r e s t  
and  th e  S ta te  p e rc e n ta g e  i n t e r e s t  i n  th e  N u iq s u t  s u b s u r fa c e  
i n  t h a t  P u l l y  C onveyed  S e c t io n  c o v e re d  b y  t h a t  le a s e .

(e ) Cash S e t t le m e n t . A c a s h  s e t t le m e n t  s h a l l  be made 
b e tw e e n  th e  S ta te  and  ASRC w i t h i n  t h i r t y  (3 0 ) d a ys  a f t e r  th e  
P in a l  E f f e c t i v e  D a te  o f  t h i s  S e t t le m e n t  A g re e m e n t and  w i t h i n  
t h i r t y  (30 ) d a y s  a f t e r  e a ch  s e c t io n  o f  N u iq s u t  s u b s u r fa c e  
c o v e re d  o r  a f f e c t e d  b y  a le a s e  d e s c r ib e d  i n  p a ra g ra p h  9 .1 ( c )  
becom es a P u l l y  C onveyed  S e c t io n ,  t o  e f f e c t  th e  p r o r a t io n  o f  
th e  s u b s u r fa c e  r e n t a ls  r e q u i r e d  b y  p a ra g ra p h s  9 . 5 ( b ) ,  ( c ) , 
and  ( d ) . I n  th e  e v e n t  t h a t  fu n d s  have  n o t  be e n  a p p r o p r ia te d  
t o  make a n y  n e c e s s a ry  c a s h  p a ym e n t t o  ASRC, th e  S ta te  w i l l  
s e e k  an  a p p r o p r ia t io n  i n  th e  f i r s t  a v a i l a b le  S e s s io n  o f  th e  
L e g is la t u r e .

9 .6 .  No W a iv e r  a s  A g a in s t  L e s s e e s .

N o th in g  i n  t h i s  s e c t io n  9 i s  in te n d e d  o r  s h a l l  be  

c o n s t r u e d  as  a w a iv e r  b y  ASRC o r  b y  th e  S ta te  o f  a n y  r i g h t  as 

a g a in s t  a n y  le s s e e  u n d e r  a n y  o f  th e  le a s e s  d e s c r ib e d  i n  

p a ra g ra p h s  9 . 1 ( a ) ,  ( b ) , and  ( c ) , i n c lu d in g ,  w i t h o u t  l i m i t a t i o n ,  

a n y  r i g h t  w i t h  r e s p e c t  t o  r e n t a ls  o r  o t h e r  s u b s u r fa c e  re v e n u e s  

b e c o m in g  p a y a b le  b y  th e s e  le s s e e s  u n d e r  th e  te rm s  o f  t h e i r  le a s e s  

b e fo r e  th e  P in a l  E f f e c t i v e  D a te  o f  t h i s  S e t t le m e n t  A g re e m e n t o r ,  

as t o  le a s e s  l i s t e d  i n  p a ra g ra p h  9 . 1 ( c ) ,  b e co m in g  p a y a b le  b y  

th e s e  le s s e e s  u n d e r  th e  te rm s  o f  t h e i r  le a s e s  w i t h  r e s p e c t  t o  

N u iq s u t  s u b s u r fa c e  i n  a n y  s e c t io n  b e fo r e  th e  d a te  when t h a t
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s e c t io n  becom es a Pally Conveyed Section. As t o  le a s e s  l i s t e d  i n  

p a ra g ra p h  9 . 1 ( a ) .  th e  S ta te  s h a l l  be e n t i t l e d  t o  r e t a i n  a l l  

r e n t a ls  o r  o t h e r  subsurface revenues, i f  a n y , t h a t  th e  le s s e e s  

become o b l ig a t e d  o r  e le c t  t o  p a y  t o  th e  S ta te  u n d e r  th e  le a s e  

te rm s  b e fo r e  th e  Pinal Effective Date o f  t h i s  S e t t le m e n t  

A g re e m e n t. As t o  le a s e s  l i s t e d  i n  p a ra g ra p h  9 . 1 ( b ) ,  ASRC s h a l l  

be e n t i t l e d  t o  r e t a i n  a l l  r e n t a ls  o r  o th e r  subsurface revenues, 

i f  a n y , t h a t  th e  le s s e e s  becom e o b l ig a t e d  o r  e le c t  t o  p a y  to  ASRC 

u n d e r  th e  le a s e  te rm s  b e fo r e  th e  Pinal Effective Date o f  t h i s  

S e t t le m e n t  A g re e m e n t. As t o  le a s e s  l i s t e d  i n  p a ra g ra p h  9 . 1 ( c ) ,  

ASRC s h a l l  be  e n t i t l e d  t o  r e t a i n  a l l  r e n t a ls  o r  o th e r  subsurface 

revenues, i f  a n y , t h a t  th e  le s s e e s  become o b l ig a t e d  o r  e le c t  to  

p a y  t o  ASRC u n d e r  th e  le a s e  te rm s  a t t r i b u t a b l e  t o  Nuiqsut 

subsurface i n  a n y  s e c t io n  b e fo r e  th e  d a te  t h a t  th e  s e c t io n  

becom es a Pully Conveyed Section.

10. MISCELLANEOUS.

10.1. Confidentiality.

E x c e p t as  o th e r w is e  r e q u i r e d  b y  la w ,  a l l  in f o r m a t io n ,  

i n c lu d in g  b u t  n o t  l i m i t e d  t o  g e o lo g ic a l ,  g e o p h y s ic a l ,  a n d  w e l l  

d a ta  t h a t  e i t h e r  ASRC o r  th e  S ta te  r e c e iv e s  f ro m  th e  o th e r  p a r t y  

as a  r e s u l t  o f  e i t h e r  p a r t y ' s  r e s p e c t iv e  r i g h t s  and  o b l i g a t io n s  

u n d e r  t h i s  S e t t le m e n t  A g re e m e n t t h a t  i s  n o t  o th e r w is e  p u b l i c l y  

a v a i l a b le  w i l l  be  c o n s id e re d  p r o p r i e t a r y  in f o r m a t io n  and  k e p t  

s t r i c t l y  c o n f i d e n t i a l .  B e fo re  a n y  d is c lo s u r e  o f  t h i s  in f o r m a t io n  

b y  e i t h e r  p a r t y  t h a t  i s  made on  th e  g ro u n d s  t h a t  d is c lo s u r e  i s  

" r e q u i r e d  b y  l a w , " th e  p a r t y  s e e k in g  t o  make d is c lo s u r e  w i l l  

c o n fe r  w i t h  th e  o t h e r  p a r t y ,  i d e n t i f y  th e  in f o r m a t io n  t o  be 

d is c lo s e d ,  i d e n t i f y  th e  person (s ) t o  whom d is c lo s u r e  i s  t o  be 

m ade, a n d  s t a t e  th e  b a s is  f o r  i t s  c o n c lu s io n  t h a t  d is c lo s u r e  i s  

" r e q u i r e d  b y  la w . "

10.2. Audit and Review.

U pon re a s o n a b le  n o t i c e ,  ASRC and  th e  S ta te  w i l l  be 

e n t i t l e d  t o  a u d i t  a n d  r e v ie w  a l l  b o o k s , r e c o r d s ,  f e d e r a l  o r  s t a t e  

t a x  r e t u r n s ,  d a ta ,  a n d  in f o r m a t io n  p o s s e s s e d  b y  th e  o th e r  p a r t y  

t h a t  i s  p o t e n t i a l l y  r e le v a n t  t o  th e  c a l c u l a t i o n ,  d e te r m in a t io n ,
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o r  paym en t o f  s u b s u r fa c e  re v e n u e s  t h a t  h ave  be en  i n c o r r e c t l y  o r  

im p r o p e r ly  r e c e iv e d  o r  a re  o th e r w is e  r e q u i r e d  t o  be  h e ld  i n  t r u s t

and p a id  o v e r  t o  th e  o th e r  p a r t y  u n d e r  s e c t io n  4 o r  5 o f  t h i s

S e t t le m e n t  A g re e m e n t.

10.3. Subsurface Data Disclosure.

I f ,  b e fo r e  th e  P in a l  E f f e c t i v e  D a te  o f  t h i s  S e t t le m e n t  

A g re e m e n t, ASRC has r e c e iv e d  o r  has a c c e s s  t o  a n d  th e  r i g h t  t o  

o b ta in  c o p ie s  o f  w e l l  lo g s ,  r e p o r t s  o f  w e l l  t e s t s ,  and o th e r  

g e o lo g ic a l  and  g e o p h y s ic a l  d a ta ,  o b ta in e d  f ro m  th e  N u iq s u t  

s u b s u r fa c e  o r  th e  P o in t  L a y  s u b s u r fa c e ,  ASRC w i l l  p r o v id e  th e  

S ta te  w i t h  a c c e s s  t o  and  c o p ie s  o f  t h i s  in f o r m a t io n  e x c e p t when 

r e s t r i c t e d  b y  c o n t r a c t  o r  la w  fro m  d o in g  s o . I f  th e  S ta te  i s  

e n t i t l e d  b y  la w  t o  t h i s  in f o r m a t io n  fro m  t h i r d  p a r t i e s ,  i t  w i l l  

f i r s t  s e e k  t o  o b ta in  th e  in f o r m a t io n  fro m  th e m . ASRC w i l l  make a 

good  f a i t h  e f f o r t  t o  o b t a in  th e  c o n s e n t o f  th e  le s s e e  ( i f  c o n s e n t 

i s  c o n t r a c t u a l l y  r e q u i r e d ) , t o  p r o v id e  th e  S ta te  w i t h  a c c e s s  t o  

and c o p ie s  o f  a l l  lo g s ,  r e p o r t s ,  and  d a ta  c o n c e rn in g  th e  le a s e s ,

b u t  ASRC w i l l  n o t  be  r e q u i r e d  t o  p a y  m oney o r  a n y  o th e r

c o n s id e r a t io n  t o  a t h i r d  p a r t y  t o  o b t a in  t h e i r  c o n s e n t .  The 

S ta te  w i l l  p r o v id e  ASRC w i t h  a c c e s s  t o  an d  c o p ie s  o f  w e l l  lo g s ,  

r e p o r t s  o f  w e l l  t e s t s ,  a n d  o th e r  g e o lo g ic a l  and  g e o p h y s ic a l  d a ta  

i t  has h e r e t o f o r e  o b ta in e d  o r  h e r e a f t e r  o b ta in s ,  o r  has a c c e s s  to  

and  th e  r i g h t  t o  o b ta in  c o p ie s  o f ,  e x c e p t  when r e s t r i c t e d  b y  

c o n t r a c t  o r  b y  la w  fro m  d o in g  s o .  The S ta te  w i l l  make a good  

f a i t h  e f f o r t  t o  o b t a in  c o n s e n t f o r  r e le a s e  o f  t h i s  i n f o r m a t io n  to  

ASRC when c o n s e n t i s  r e q u i r e d ,  b u t  th e  S ta te  w i l l  n o t  be r e q u i r e d  

to  p a y  m oney o r  a n y  o t h e r  c o n s id e r a t io n  t o  a  t h i r d  p a r t y  t o  

o b t a in  t h a t  c o n s e n t .  I n  e a ch  in s ta n c e  when e i t h e r  th e  S ta te  o r  

ASRC g r a n t s  a  l i c e n s e  o r  p e r m i t  t o  a n y  p e rs o n  t o  c o n d u c t s e is m ic  

e x p lo r a t io n  w i t h i n  th e  N u iq s u t  s u b s u r fa c e  a re a  o r  P o in t  L a y  

s u b s u r fa c e  a re a  (w h ic h  l i c e n s e  o r  p e r m i t  i s  n o t  a  S u b s u r fa c e  

A g re e m e n t as  d e f in e d  i n  s u b s e c t io n  1 1 .2 7 ) ,  a n y  p e rs o n  a c c e p t in g  

su ch  a l i c e n s e  o r  p e r m i t  o r  c o n d u c t in g  o r  c a u s in g  t o  be  c o n d u c te d  

a n y  s e is m ic  e x p lo r a t i o n  o p e r a t io n s  w i t h i n  th e  N u iq s u t  s u b s u r fa c e  

a re a  o r  P o in t  L a y  s u b s u r fa c e  a re a  p u r s u a n t  t o  a n y  s u c h  l i c e n s e  o r

1991 Settlement Agreement
Page 53 002*117.10


