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P i p e l i n e  and t h e  TAPS  and for the resale or other d i s p o s a l  of the 

Oil. S u c h  i n f o r m a t i o n  may include the specific t e n d e r s  of Oil 

m a d e  to the K u p a r u k  Pipeline and T A P S  and i d e n t i f i c a t i o n  of 

tankers, if any, w h i c h  will t r a n s p o r t  the Oil. In addition,

P e t r o  S t a r  J V  w i l l  provide the State, if r e q u es ted by the State, 

w i t h  s a t i s f a c t o r y  evidence or r e a s o n a b l e  a s s u r ance of the 

e x i s t e n c e  and c o n t i n u i n g  v a l i d i t y  of adequate a r r a n g e m e n t s  for 

the t r a n s p o r t a t i o n  or disposal of t h e  Oil subjec t to this 

Agreemen t. F a i l u r e  to provide information, evidence, or 

a s s u r a n c e s  r e q u e s t e d  will, at the State's e l e c t i o n  b y  notice to 

Petro S t a r  JV, b e  a material d e f a u l t  under this Agreement.

2.10 A b s o l u t e  O b l i g a t i o n s . The o b l i g a t i o n s  of Petro 

St a r  J V  to accept, pay for, and a r r ang e for the t r a n s p o r t a t i o n  of 

the Oil t e n d e r e d  or sold under thi s Agree m e n t  are a b s o l u t e  and 

w i l l  not be e x c u s e d  or discharged  b y  the o p e r a t i o n  of any 

d i s a b i l i t y  of P e t r o  Star JV, e vent of force majeure, 

i m p r a c t i c a b i l i t y  of performance, c hange in conditions, or any 

o t h e r  r e a s o n  or cause.

2.11 Date of First D e l i v e r y . The date of First 

D e l i v e r y  will b e  the first Day of the first M o n t h  t h a t  is the 

later of (i) s e v e n  Months after the E ffective Date or (ii) seven 

M o n t h s  a f t e r  P e t r o  S t a r  J V  c e r t ifies that w i t h i n  s e v e n  Months the 

r e f i n e r y  will be r eady to accept and process Oil. If requested 

by Petro Star JV, the State, in its sole discretion, m a y  set an 

e a r l i e r  date of F i r s t  Delivery.

2.12 P erformanc e G u a r a n t y  and R e s e r v a t i o n  F e e . If at
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any time, Petro S t a r  J V  does not t a k e  the M a x i m u m  Quantity, Petro 

S t a r  J V  shall p a y  to the State, in a d d ition to the p u r chase price 

on t h e  actual q u a n t i t y  taken, an a m o u n t  equal to .75% of the 

p u r c h a s e  price p e r  barrel per Day on the d i f f e r e n c e  b e tween the 

M a x i m u m  Q u a n t i t y  and the actual q u a n t i t y  tendered to and accepted 

by  Petro Star  J V  for each Day Petro S t a r  J V  does not take the 

M a x i m u m  Quantity.

2.13 I n - state P r o c e s s i n g . Petro Star J V  agrees that 

not less than 80% of the Royalty Oil sold under this Agreement, 

a v e r a g e d  on a q u a r t e r l y  basis, shall be proces sed t h r o u g h  Petro 

Star J V ' s  r e f i n e r y  near  Valdez, Alaska, except as p r o v i d e d  below. 

"Process" means p r o d u c i n g  refined p e t r o l e u m  p r o d u c t s  from the Oil 

in q u a n t i t i e s  n o t  less than 20% of the v o lu me of R o y a l t y  Oil run 

t h r o u g h  Petro S t a r  JV's refinery p u r s u a n t  to this Agreement.

Petro S t a r  JV's oblig ation to process R o y a l t y  Oil in­

state m a y  only b e  suspended or e x c u s e d  u nder (1) t h e  provision s 

of A r t i c l e s  VIII and XI, or (2) d u r i n g  refinery maintenance.

The S t a t e  may, at its sole option, waive  t h e  in-state 

p r o c e s s i n g  r e q u i r e m e n t  in whole or in part, if the S t a t e  is 

s a t i s f i e d  that Petro  Star J V  is u s i n g  its best e f f o r t s  to process 

t h e  R o y a l t y  Oil s o l d  u nder this A g r e e m e n t  at Petro S t a r  JV's 

V aldez r e f i n e r y  a n d  that the w a i v e r  w o u l d  not be c o n t r a r y  to the 

u n d e r l y i n g  intent of the other p r o v i s i o n s  of this Agreement.
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A R T I C L E  I I I

R E P R E S E N T A T I O N  AND O B L I G A T I O N S  OF PETRO S T A R  J V  

P etro S t a r  J V  warrants, represents, and agrees:

3.1 G o o d  Standing and Due Authorizat ion. Petro Star 

Valdez, Inc., A l a s k a  Refining Inc., A r c t i c  S l o p e  R e g i o n a l  

Corporation, a n d  H a r b o r  Enterprises, Inc. are and at all times 

du r i n g  the o p e r a t i o n  of this A g r e e m e n t  shall remain, corpo rations 

o r g a n i z e d  and e x i s t i n g  under and b y  v i r t u e  of the laws of the 

U n i t e d  S t ates o r  of any state, t e r r i t o r y  or the D i s t r i c t  of 

Columbia, and q u a l i f i e d  to do b u s i n e s s  in, and in g o o d  standing 

with, the S t a t e  of Alaska. Petro S t a r  Valdez, Inc., A laska 

R e f i n i n g  Inc., A r c t i c  Slope Regional Corporation, a nd H a r b o r  

Enterprises, Inc. each have all n e c e s s a r y  c o r p o r a t e  p o w e r  to 

enter into t h i s  A g r e e m e n t  and to p e r f o r m  the c o v e n a n t s  and 

o b l i g a t i o n s  u n d e r  this Agreement. All n e c e s s a r y  c o r p o r a t e  action 

has b e e n  t a k e n  t o  auth orize Petro S t a r  Valdez, Inc., A l a s k a  

R e f i n i n g  I n c . , A r c t i c  Slope R e g ional Corporation, a n d  H a r b o r  

Enterprises, Inc. e n t ering into th is A g r e e m e n t  a n d  p e r f o r m i n g  its 

c o v e n a n t s  and o b l i g a t i o n s  under this  Agreement.

P e t r o  S t a r  Valdez R e f i n e r y  J o i n t  V e n t u r e  is, and at all 

times d u r i n g  t h e  o p e r ation of the Agreement, shall r e m a i n  a joint 

v e n t u r e  c o n s i s t i n g  of Petro Star Valdez, Inc., A l a s k a  R e f i n i n g  

Inc., and H a r b o r  Enterprises, Inc. Petro S t a r  V a l d e z  R e f i n e r y  

J o i n t  V e n t u r e  is organ i z e d  and e x i s t s  u n d e r  and b y  v i r t u e  of the 

laws of the S t a t e  of Alaska, and is q u a l i f i e d  to d o  b u s ines s in, 

and in g o o d  s t a n d i n g  with, the State of Alaska. P e t r o  Star
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Valdez R e f i n e r y  J o i n t  Venture is a u t h o r i z e d  by a n d  on b eh alf of 

Petro S t a r  Valdez, Inc., Alaska R e f i n i n g  J n c . , a n d  H a r b o r  

Enterprises, Inc., to enter into this A g r e e m e n t  a n d  to perform 

its covena nts and obligations unde r this Agreement. All 

n e c e s s a r y  acts have b e e n  taken to a u t h o r i z e  Petro  S t a r  Valdez 

R e f i n e r y ' s  e n t e r i n g  into this A g r e e m e n t  and p e r f o r m i n g  its 

c o v e n a n t s  and o b l i g a t i o n s  under this Agreement.

3.2 Financial  C o n d i t i o n . The financial information 

s u b m i t t e d  to the S t a t e  is complete and correct a n d  fairly 

p r e s e n t s  Petro Star J V ' s  financial c o n d i t i o n  at t h e  time the 

information was s u b m i t t e d  to the State. The f i n a n c i a l  

i nformation  was p r e p a r e d  in accordance  with g e n e r a l l y  accepted 

a c c o u n t i n g  p r i n c i p l e s  consistently applied. S i n c e  t h e  date the 

i n formatio n w a s  submitted, the condition, business, and 

p r o p e r t i e s  of P etro S t a r  JV have not been  m a t e r i a l l y  adv ersely 

a f f e c t e d  in a n y  way. Petro Star J V  agrees to i n f o r m  the State 

immedi a t e l y  if there is any mater ial adverse c h a n g e  in its 

condition, business, or properties w h i c h  may h a v e  an appreciable 

adverse e f fect on its ability to p e r f o r m  under t h i s  Agreement. 

P etro Star JV, in addition, will immedi a t e l y  i n f o r m  t h e  State of 

any s i g n i f i c a n t  c h a n g e  in ownership of Petro S t a r  JV, affiliates, 

p a r e n t  company, and of any change in Petro Star J V ' s  operations 

or Agreements, w h i c h  m a y  appreciably affect P etro S t a r  JV's 

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

3.3 Financial Statements. As soon as p o s s i b l e  after 

the end of each  fiscal year of Petro Star JV, a n d  in any event
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w i t h i n  one h u n d r e d  t w e n t y  Days thereafter, Petro S t a r  J V  will 

f u rni sh to the State, at Petro S t a r  J V ' s  sole cost and expense, a 

r e p o r t  or a c o m p l e t e  copy of a r e p o r t  in a form to be prescribed 

from t i m e  to time b y  the State w h i c h  will include each of Petro 

S t a r  J V ' s  b a l a n c e  s h e e t  as of the c l o s e  of the fiscal y e a r  and 

t he income s t a t e m e n t  for that year, p r e pared in each case in 

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

c o n s i s t e n t l y  a p p l i e d  by cer tified p u b l i c  accountants  of 

r e c o g n i z e d  standing. For purposes of complying w i t h  this article 

in t h e  first y e a r  of this Agreement, Petro Star J V  m a y  submit, 

and the S t a t e  will accept, the a nnual report of the c orporate 

p a r t i e s  to this a g r e e m e n t  filed w i t h  the U n ite d S tates Securities 

and E x c h a n g e  C o m m i s s i o n  pu rsuant to Sec. 13 or 15(d) of the 

S e c u r i t y  E x c h a n g e  A c t  of 1934.

A R T I C L E  IV 

MEASUREM ENTS A N D  TESTS 

T h e  q u a n t i t y  and q u a l i t y  o f  Oil sold u n d e r  this 

A g r e e m e n t  shall be d ete rmined at t h e  Point of Delivery.

P r o c e d u r e s  and m e t h o d s  for m e a s u r i n g  and meter i n g  the Oil sold 

u n d e r  this A g r e e m e n t  shall be in a c c o r d a n c e  w i t h  the practices 

t h e n  in e f f e c t  at K u p a r u k  Rive r Unit, Alaska, b e t w e e n  the Lessees 

and t h e  o p e r ators of Kuparuk Pipeline.

J a n u a r y  23, 1 9 9 2 13 D r a f t  f o r  P u b l i c  R e v i e w



ARTICLE V 
PAYMENTS A N D  A C C O U N T I N G

5.1 Billing. The State w i l l  send to P e t r o  Star JV, on 

or b e f o r e  the t e n t h  business Day of each  M o n t h  a f t e r  d e l i v e r y  of 

Oil, an invoice s t a t e m e n t  of a c c o u n t  of all Oil e s t i m a t e d  to have 

b e e n  m e a s u r e d  at the Central P r o d u c t i o n  Facility M e t e r  into the 

K u p a r u k  P i p eline  and tendered to Petro Star J V  u n d e r  this 

A g r e e m e n t  d u r i n g  the immediately p r e c e d i n g  M o n t h  a c c o r d i n g  to the 

b e s t  i n f ormation a v a i l a b l e  to the State, the e s t i m a t e d  purch ase 

p r i c e s  applic a b l e  to those deliveries, and the total a mount due 

("Initial B i l l i n g " ) . The estimates will be made b y  t h e  State 

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

State. The State m a y  render its I n i tial Billing to P etro Star JV 

b a s e d  in part u p o n  i nformation r e p o r t e d  by the L e s s e e s  to the 

State, i nformation  p u b l ished by the U.S. Government, and 

i n f o r m a t i o n  p u b l i s h e d  in Platt's O i l g r a m  Price R e p o r t  or any 

o t h e r  p u b l i c l y  a v a i l a b l e  report. T h e  Sta te shall t h e r e a f t e r  

a djus t its Initial B i l l i n g  u n d e r  t h i s  A r t i c l e  as s o o n  as more 

a c c u r a t e  inf orm a t i o n  con cerning the q u a n t i t y  and p u r c h a s e  price 

of Oil d e l i v e r e d  e a c h  Month is availa ble. The State, however, 

shall not be r e q u i r e d  to adjust the Initial B i ll ing b e f o r e  the 

s e n d i n g  of the next M o n t h ' s  invoice s t a t e ment of account.

5.2 Initial Adjustment. A f t e r  the Initi al Bil ling 

u n d e r  Section 5.1, the next M o n t h l y  invoice will a l s o  state the 

S t a t e ' s  initial adjust m e n t s  to be made, if any, to the invoice 

r e n dered in the i m medi ately p r e c e d i n g  Month, in a c c o r d a n c e  with
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any additi o n a l  o r  more accurate i n formatio n which m a y  have become 

a v a i l a b l e  to the State. Whethe r or not initial adjust m e n t s  are 

made, however, s ubsequent adjustments m a y  b e  m a d e  u n d e r  Section 

5.5.

5.3 Payment. Petro S t a r  J V  will make p a y m e n t  of each 

amount b i l l e d  u n d e r  this Article w i t h i n  te n Days a f t e r  receipt of 

the invoice statement of account. Payment shall be m a d e  w i th out 

any deduction, set off, or withholding, b y  wire t r a n s f e r  of 

i m m e d i a t e l y  a v a i lab le funds to the State's account at the 

f o l l owing address:

State S t r e e t  Bank & Trust Compa ny 
Boston, M a s s a c h u s e t t s  
ABA #011000028
For credit to the State of Al aska 
General Inves tment Fund, A Y 0 1  
Account #00657189 
Attn: Kim Chan, Public Funds

Payment m a y  be made in such other m a n n e r  or to such 

other a d dress as the State may s p ecify in the invoice s tatement 

of a c c o u n t  or b y  other written notice. All other p a y ments to be 

m a d e  u n d e r  this A g r e e m e n t  shall be p a i d  in the same manner. If 

p a y m e n t  is due on a Saturday, Sunday, or legal h o l i d a y  of the 

p l a c e  w h e r e  p a y ment is to be received, p a y m e n t  shall be made on 

the next followi ng business Day. It is rec ognized that the State 

m a y  bill, and that Petro Star J V  wil l pay, amounts tha t are based 

upon confid e n t i a l  information held or received by t he State. If 

c o n f i d e n t i a l  information is used as the b a s i s  for a billing, then 

upon request, the State will furnish Petro Star J V  w i t h  the 

c e r t i f i e d  statement of the C o m mis sioner that the amou nts b i lled
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a r e  c o r r e c t  b a s e d  u p o n  the best i n f o r m a t i o n  a v a i l a b l e  to the 

State. If a d i s p u t e  concerning a bill arises, P e t r o  S t a r  JV 

a g r e e s  to pay the full amount b i l l e d  b y  the State, e x c e p t  for 

o b v i o u s  clerical mistakes, p e nding final r e s o l u t i o n  of the 

dispute.

5.4 P a y m e n t  to Lessee. Petro Star JV, at the request 

of the State in the invoice s t a t e m e n t  of a c count or otherwi se in 

writing, shall p a y  all or any p o r t i o n  d esi gnated b y  t h e  State of 

t h a t  p a y m e n t  r e q u i r e d  to be made to one or more  of t h e  Lessees at 

an a d d r e s s  or a d d r e s s e s  and in the m a n n e r  d e s i g n a t e d  b y  the 

State. T h e  p a y m e n t  will be made w i t h i n  the time l i m i t  specified 

in S e c t i o n  5.3. The State may a u t h o r i z e  and d e s i g n a t e  a third 

p a r t y  t o  m a k e  the  r e q u e s t  and d e s i g n a t e  the amount, m a n n e r  and 

p l a c e  of p a y m e n t  u n d e r  this provision. Unles s o t h e r w i s e  

specified, the b a l a n c e  of the p a y m e n t  due, if any, a n d  payment 

for s u b s e q u e n t  Months, shall be m a d e  in a c c o r d a n c e  w i t h  Section 

5.3.

5.5 S u b s e q u e n t  Adjustments. Petro S t a r  J V  

a c k n o w l e d g e s  t h a t  a f t e r  the Initial Billing and initial 

adjustment, m o r e  a c c urate i nform a t i o n  concerning t h e  qua ntity of 

or p u r c h a s e  price for Royalty Oil t e n d e r e d  may b e c o m e  available 

to the State. If a n y  such i n f o r m a t i o n  should lat er become 

a v a i l a b l e  to the State, it shall p r o m p t l y  furnish a corrected 

in voice statemen t of accou nt to P e t r o  Star J V  and t h e  State will 

a d j u s t  the amount billed; and P etro Star J V  will pay, or the 

S t a t e  will credi t o r  refund the a m o u n t  of those adjustments. If
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the S tate should r e n d e r  a c o r r e c t e d  invoice to P e t r o  S t a r  JV, any 

a m o u n t  to be c r e d i t e d  or refunded from the S t a t e  to P e t r o  Star J V  

or p a i d  from Petro S t a r  J V  to the S t a t e  will be r e f u n d e d  or paid 

w i t h i n  t h irty Days after the date of the c o r r e c t e d  invoice. The 

p r o v i s i o n s  of this Section 5.5 w i l l  survive any t e r m i n a t i o n  of 

this Agreement.

5.6 Interest. The a m o u n t  of all sums, w h i c h  are not 

p a i d  w h e n  due u n d e r  this A g r e emen t or w h i c h  are l a t e r  determined  

to be due as an adjustment, shall b e a r  interest from the date 

a c c r u e d  until p a i d  in full at t h e  r a t e  as p r o v i d e d  in AS 

38.05.135(d) or as m a y  later be amended. Currently, that 

in t e r e s t  rate in a calendar q u a r t e r  is at the rate of five 

p e r c e n t a g e  points above the annual r a t e  c h arged m e m b e r  banks for 

a d v ances by the 12th Federal R e s e r v e  Dis trict as of t h e  first Day 

of t h a t  c a l e n d a r  quarter, or at t h e  annual ra te of 11 percent, 

w h i c h e v e r  is greater, compounded q u a r t e r l y  as of t h e  last Day of 

t h a t  quarter. T h e  term "date a c c r u e d "  m e a n s  the d a t e  of the 

r e c e i p t  of the "Initial Billing p l u s  ten Days." I n t e r e s t  shall 

a p p l y  to both adjustments  for o v e r p a y m e n t s  and u nderpayments.

5.7 Late Payment Penalty. If Petro S t a r  J V  fails to 

m a k e  a full p a y m e n t  within ten b u s i n e s s  Days of t h e  d a t e  that 

p a y m e n t  is due, t h e n  in addition to t h e  amount due p l u s  interest 

from the date tha t payment was d u e  until the date of actual 

payment, Petro S t a r  J V  will p a y  an amount equal to five percent 

of the amount owed.

5.8 Paym ent to Third Parties. T h e  S t a t e  m a y  direct
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that P e t r o  S t a r  J V  pay any amount d u e  or w h i c h  may b e c o m e  due 

d i r e c t l y  t o  a t h i r d  p a r t y  in a m a n n e r  and time as m a y  be directed 

by the S t a t e  in w r i t t e n  notice to Petro Star J V  if, in the 

St a t e ' s  s o l e  discretion, the p a y m e n t  to the third p a r t y  will 

assist  S t a t e  in m o n i t o r i n g  or e n f o r c i n g  this Agreement.

A R T ICLE VI 

T E R M

T h i s  A g r e e m e n t  shall b e c o m e  effective u p o n  execution by 

the p a r t i e s  and a f t e r  enactment of legislation by t h e  State of 

A laska ( including approval by the Governor) a p p r o v i n g  this 

Agreement. T h i s  A g r e e m e n t  shall be null and void if it is not so 

a p p r o v e d  b y

D e c e m b e r  31, 1993, or if Petro S t a r  J V  does not c e r t i f y  that it 

will w i t h i n  s e v e n  M o n t h s  be ready a n d  able to accept and process 

the Oil as r e q u i r e d  by Section 2.11 before Decem b e r  31, 1993. 

S u b j e c t  to the o t h e r  provisions c o n t a i n e d  in this Agreement, 

S t a t e ' s  o b l i g a t i o n  to sell and P e t r o  Star J V ' s  o b l i g a t i o n  to buy 

R o y a l t y  Oil shall begin as p r o v i d e d  above, and shall end December 

31, 2003. As u s e d  in this Article, "enactment of legislation" is 

as d e f i n e d  in AS 01.10.070(f)(4).
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AR T I C L E  VII 

DEFAULT O R  T E R M I N A T I O N

7.1 Default. If any one or more of t h e  following 

e v e n t s  ("Events of Default") occur, t h e n  at the S t a t e ' s  sole 

option, the State m a y  terminate or s u s p e n d  its o b l i g a t i o n  to 

t e n d e r  and sell R o y a l t y  Oil and p r o c e e d  to e x e r c i s e  any one or 

m o r e  of the r i ghts and remedies p r o v i d e d  in this Agreement:

(i) A t  any time, P e t r o  Star J V  (a) r epudiat es any 

of its c o v e n a n t s  or o b l i g a t i o n s  u n d e r  this 

Agreement, or (b) fails, w i t h i n  five Days, 

after w r itten  r e q u e s t  from t h e  State to 

provide the S t a t e  w i t h  w r i t t e n  affirm a t i o n  of 

this A g r e e m e n t  a n d  of Petro S t a r  JV's 

intention to p e r f o r m  under t h i s  A g r e e m e n t  

(together w i t h  e v i d e n c e  or a s s u r a n c e s  of 

tr a n s p o r t a t i o n  a r r angemen ts p u r s u a n t  to 

Se ction 2.9 r e a s o n a b l y  s a t i s f a c t o r y  to the 

S t a t e ) ? or

(ii) Petro Star J V  d o e s  not pay in full any sum 

ow e d  under this A g r e e m e n t  at t h e  time when  

p a y m e n t  is due; or

(iii) Petro Star J V  fails to o b s e r v e  or p e r f o r m  any 

of its other c o v e n a n t s  and o b l i g a t i o n s  under 

A r t i c l e  II? or

(iv) Petro Star J V  d o e s  not p e r f o r m  any act

required or c o n t e m p l a t e d  u n d e r  this Agreement
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and: (a) the n o n p e r f o r m a n c e  c a n n o t  be cured;

(b) the n o n p e r f o r m a n c e  c o n t inues for more  

than thirty Days a f ter the S t a t e  has notified 

Petro Star J V  of Petro Star J V ' s  

nonperformance; or (c) Petro S t a r  J V  h ad 

failed to p e r f o r m  t h e  same or a n y  other act 

required or c o n t e m p l a t e d  u n d e r  this Ag reement 

during the i m m e d i a t e l y  p r e c e d i n g  t w e l v e  Month 

period; or

(v) There is a m a t erial  adverse c h a n g e  in Petro 

Star JV's condition, business, o r  prope rty 

which may a p p r e c i a b l y  affect its a b i l i t y  to 

perform any of t h e i r  o b l i g a t i o n s  u n d e r  this 

Agreement and P etr o S t a r  J V  is u n a b l e  or 

unwilling to g i v e  the State a d e q u a t e  

assurance of c o n t i n u e d  p e r f o r m a n c e  either 

w ithin five Days of a reques t for such an 

assurance or w i t h i n  such o t h e r  s h o r t e r  time 

period as the S t a t e  m a y  r e qu est u n d e r  the 

circumstances; or

(vi) A n y  representation or w a r r a n t y  m a d e  by Petro 

S t a r  JV in this A g r e e m e n t  was m a t e r i a l l y  

false or incorrect w h e n  made.

(vii) Petro Star JV's  failure or i n a b i l i t y  for any 

reason (including reasons b e y o n d  Petro Star 

JV's control) to m a i n tain the S e c u r i t y
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de s c ribed in A r t i c l e  XV, n o t w i t h s t a n d i n g  

Petro Star J V ' s  c o n t i n u i n g  w i l l i n g n e s s  and 

ability to p e r f o r m  its other o b l i g a t i o n s  and 

covenants u n d e r  the Agreement.

7.2 F a i l u r e  to Pay Debts. If Petro Star J V  b e c omes 

u n a b l e  to p a y  a n y  of its debts w h e n  due, or should o t h e r w i s e  

b e c o m e  i n s o l v e n t  (without regard to h o w  t h a t  i nsolv e n c y  m a y  be 

e v i d e n c e d ) , Petro S t a r  J V  will i m m e d i a t e l y  give n o t i c e  of that 

fact to the State. W h et her that n otice is given, if Petro Star 

J V  b e c o m e s  u n a b l e  to p a y  any of its debts when due or s ho uld 

o t h e r w i s e  b e c o m e  insolvent, the State's obliga t i o n  to t e n d e r  and 

sell Oil u n d e r  this A g r e ement will a u t o m a t i c a l l y  and immediately 

t e r m i n a t e  w i t h o u t  any requirement of n o t i c e  or other a c t i o n  by 

the State; however, Petro Star J V  will n e v e r t h e l e s s  b e  and remain 

liable for p a y m e n t  and perfo rmance of all its o b l i g a t i o n s  and 

c o v e n a n t s  u n d e r  this Agreement w i t h  r e s p e c t  to Oil a c t u a l l y  

t e n d e r e d  b y  t h e  S t a t e  to and a fter any s u c h  termination. Within 

th i r t y  Days a f t e r  r e ceipt of Petro Star J V ' s  notice or, if no 

no t i c e  is given, a f t e r  the State o t h e rwise becomes a w a r e  (as 

d e t e r m i n e d  in the S t ate's sole discretion) of Petro S t a r  J V ' s  

insolvency, t h e  Sbate  will have the right, upon w r i t t e n  n o tice to 

Petro S t a r  JV, to r e i n st ate all of the S t a te's and P e t r o  S t a r  

J V ' s  o b l i g a t i o n s  u n d e r  this A g r e e m e n t  r e t r o a c t i v e l y  to the date 

of termination.

7.3 S t a t e 's Remedies. If any Event of D e f a u l t  occurs 

or if the S t a te's obligation to tender  and sell Oil u n d e r  this
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A g r e e m e n t  is t e r m i n a t e d  or suspended, all Petro S t a r  J V ' s  

o b l i g a t i o n s  accrued b u t  not otherwise due and p a y a b l e  u n d e r  this 

A g r e e m e n t  will i m m e d i a t e l y  be due and p a y a b l e  in full. In 

addition, Petro S t a r  J V  will indemnify and hold the S t a t e  

h a r m l e s s  from and a g a i n s t  all other liability, d a m a g e s  (including 

r e a s o n a b l y  f o r e s e e a b l e  consequential d a m a g e s ) , costs, l osses and 

expense s (including reasonable attorne y's fees a nd disbursements) 

i n c u r r e d  by the S t a t e  and arising out of the Event of Default, 

termination, or suspension. The State shall have t h e  r i g h t  

c u m u l a t i v e l y  to e x e r c i s e  any and all o t h e r  rights a n d  remedies 

and to o b tain all o t h e r  relief avail able unde r a p p l i c a b l e  law or 

at equity, in cluding mandatory injunction and s p e cific 

performance.

Additionally , in its sole discretion, the State, upon 

o c c u r r e n c e  of any E v e n t  of Default: (1) m a y  d i s pose to t h i r d  

p a r t i e s  R o y a l t y  Oil t o  be tendered and sold u n d e r  this A g r e e m e n t  

and (2) m a y  r e lease P etro Star J V  from t h e  in-state p r o c e s s i n g  

o b l i g a t i o n s  set f o r t h  in Article 2.13 until the E v e n t  of Default 

no l o n g e r  exists or t h e  obligation of P e tro Star J V  to t a k e  Oil 

u n d e r  this A g r e e m e n t  expires. If the State d i s poses Oil to third 

parties, or if Petro Star J V  is released from A r t i c l e  2.13, 

w h e t h e r  or not this Agreement is terminated, Petro S t a r  J V  will 

n e v e r t h e l e s s  remain liable for the d i f f e r e n c e  b e t w e e n  the 

p u r c h a s e  price for t h a t  Oil u n d e r  this A g r e e m e n t  and t h e  price 

recei v e d  by the S t a t e  by disposition, including all of the 

ex p e n s e s  (including reasonable attorneys' fees and costs), and
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7.4 Petro Star JV's Exclusive Remedies. U p o n  any

breach of, or d e f a u l t  in performance of any cf the S t a t e ' s  

c o v e nants or o b l i g a t i o n s  under this Agreement, P etro S t a r  J V  

agrees t h a t  its r e m edies will not include a t e m p o r a r y  restraining 

order o r  p r e l i m i n a r y  injunction p r e v e n t i n g  the S t a t e  from taking 

any a c t i o n  w i t h  r e g a r d  to the Royalty Oil which is t h e  subject of 

this A greement.

A R T IC L E  V I I I  

D IS P O S IT IO N  OF O IL

8.1 Dispo s i t i o n  of Oil Upon Default or Termination. 

Petro S t a r  J V  recogn i z e s  that the State m a y  be r e q u i r e d  to give 

six M o n t h s  n o t i c e  u n d e r  the Unit A g r e e m e n t  (or n i n e t y  Days if 

the a m o u n t  i n c r e ased or decreased is less than ten p e r c e n t  of the 

then c u r r e n t  nominations) to increase or d e c rease t h e  a m o u n t  of 

Daily R o y a l t y  Oil to be taken in-kind. P etro S t a r  J V  ag rees that 

the S t a t e ' s  e l e c t i o n  to invoke its rights to return to t akin g its 

R o y a l t y  Oil i n - value on less than six M o n t h ' s  p r i o r  notice, or to 

attempt  to s e cure a w a i v e r  of any c o n d i t i o n  or requirement, is at 

the S t a t e ' s  sole discretion. N o t w i t h s t a n d i n g  t e r m i n a t i o n  of this 

A g r e e m e n t  for any reason, Petro Star J V  shall c o n t i n u e  to take 

and p u r c h a s e  the S t a t e ' s  Royalty Oil in t h e  amount a n d  for the 

p rice se t forth in t h i s  Agreement for up to six M o n t h s  following 

te r m i n a t i o n  if the State, in its sole discretion, so requires.
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8 . 2  I n a b i l i t y  t o  R e c e i v e  O i l .  I f  f o r  a n y  r e a s o n  P e t r o  

S t a r  J V  i s  u n a b l e  o r  r e f u s e s  t o  a c c e p t  o r  r e c e i v e  a n y  O i l  

t e n d e r e d  u n d e r  t h i s  A g r e e m e n t ,  P e t r o  S t a r  J V  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  r e s p o n s i b l e  f o r  t h e  d i s p o s a l  o f  t h a t  O i l  a n d  f o r  

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

a c c e p t e d  b y  P e t r o  S t a r  J V  u n l e s s  t h e  S t a t e ,  i n  i t s  s o l e

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

t h e  o b l i g a t i o n s  o f  P e t r o  S t a r  J V  u n d e r  S e c t i o n  8 . 2  a n d  S e c t i o n

2 . 1 0 ,  P e t r o  S t a r  J V  s h a l l ,  i f  t h e  S t a t e  r e q u e s t s ,  a s s i g n  t o  t h e  

J t a t e  a l l  r i g h t ,  t i t l e  a n d  i n t e r e s t  o f  P e t r o  S t a r  J V  u n d e r  a n y  

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

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

t h i s  A g r e e m e n t  t h r o u g h  a n d  a w a y  f r o m  t h e  K u p a r u k  P i p e l i n e  a n d  t h e  

T r a n s  A l a s k a  P i p e l i n e  S y s t e m ;  p r o v i d e d , t h a t  t h e  S t a t e  s h a l l  n o t  

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

L e a s e s ,  A g r e e m e n t s ,  c o n t r a c t s , . c h a r t e r  p a r t i e s  o r  o t h e r  

a r r a n g e m e n t s  u n l e s s ,  a n d  t o  t h e  e x t e n t  t h a t ,  t h e  S t a t e  - h a l l  

a c t u a l l y  e x e r c i s e  i t s  r i g h t s  t o  s u c c e e d  t o  P e t r o  S t a r  J V ' s  

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

8 .3 N o  R i g h t  t o  S t o r a g e  o r  U n d e r l i f t .  P e t r o  S t a r  J V  

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

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

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

a n y  o t h e r  a g r e e m e n t .
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A R T I C L E  I X  

W A I V E R

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

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

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

t o  r e q u i r e  t h a t  p e r f o r m a n c e  i n  t h e  f u t u r e .  A  w a i v e r  o r  e s t o p p e l  

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

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

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

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

i n  n a t u r e .

A R T I C L E  X  

V A L I D I T Y

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

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

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

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

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

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

t h a t  p a r t y  m a y  t e r m i n a t e  t h i s  A g r e e m e n t  b y  n o t i c e  t o  t h e  o t h e r .

A R T I C L E  X I  

F O R C E  M A J E U R E  A N D  C H A N G E  I N  C O N D I T I O K

1 1 . 1  E f f e c t  o f  F o r c e  M a j e u r e .  E x c e p t  f o r  P e t r o  S t a r  

J V ' s  o b l i g a t i o n s  t o  p a y  f o r  O i l  t e n d e r e d  a n d  t o  a c c e p t  a n d
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d i s p o s e  o f  R o y a l t y  O i l ,  n e i t h e r  p a r t y  s h a l l  b e  l i a b l e  f o r  a n y  

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

s u b s t a n t i a l  p a r t ,  b y  f o r c e  m a j e u r e .  T h e  t e r m  " f o r c e  m a j e u r e "  

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

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

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

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

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

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

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

a g e n c i e s ,  e p i d e m i c s ,  l a n d s l i d e s ,  l i g h t n i n g ,  e a r t h q u a k e s ,  f i r e s ,  

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

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

a n y  o t h e r  e v e n t  o r  c o n d i t i o n ,  w h e t h e r  o f  t h e  k i n d  h e r e i n  

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

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

m a t e r i a l  o b l i g a t i o n  o f  P e t r o  S t a r  J V  i s  e x c u s e d  o r  s u s p e n d e d  b y  a 

f o r c e  m a j e u r e  f o r  t h r e e  h u n d r e d  s i x t y - f i v e  s u c c e s s i v e  D a y s  o r  

m o r e ,  t h e  S t a t e  w i l l  h a v e  t h e  r i g h t  t o  t e r m i n a t e  t h i s  A g r e e m e n t .  

B e f o r e  t h e  S t a t e  e x e r c i s e s  i t s  r i g h t  t o  t e r m i n a t e ,  t h e  S t a t e  a n d  

P e t r o  S t a r  J V  s h a l l  i n  g o o d  f a i t h  n e g o t i a t e  t o  r e s t o r e  t h e  

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

t h e  o c c u r r e n c e  o f  t h e  f o r c e  m a j e u r e  c o n d i t i o n .

1 1 . 2  R e s p o n s i b i l i t y .  I f  a  p a r t y  b e l i e v e s  t h a t  f o r c e  

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

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

w i t h  r e a s o n a b l e  d i l i g e n c e .  E x c e p t  f o r  P e t r o  S t a r  J V ' s  

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

O i l ,  t h e  d i s a b l e d  p a r t y ' s  o b l i g a t i o n s  t o  p e r f o r m  t h a t  a r e  

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

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

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

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

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

p a r t y  h a v i n g  t h e  d i f f i c u l t y .

A R T I C L E  X I I  

N O T IC E S

1 2 . 1  M e t h o d .  A l l  n o t i c e s ,  r e q u e s t s ,  d e m a n d s  o r  

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

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

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

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

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

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

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

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

f o l l o w s :

I f  t o  t h e  S t a t e :  S t a t e  o f  A l a s k a

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  

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 K  9 9 8 0 1
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a n d
C o m m i s s i o n e r  o f  R e v e n u e  

P . O .  B o x  S

J u n e a u ,  A K  9 9 8 1 1 - 0 4 0 0

a n d

D i r e c t o r ,  D i v i s i o n  o f  0 ; 1  a n d  G a s  

P . O .  B o x  1 0 7 0 3 4  

A n c h o r a g e ,  A K  9 9 5 1 0 - 0 7 3 4

I f  t o  P e t r o  S t a r  J V :

T e l e c o p y  N u m b e r : _____________________

1 2 . 2  C h a n g e  o f  A d d r e s s .  E a c h  p a r t y  m a y  c h a n g e  i t s  

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

A R T I C L E  X I I I  

R U L E S  A N D  R E G U L A T I O N S  

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

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

t h e  S t a t e  o f  A l a s k a ,  a n d  a n y  d u l y  c o n s t i t u t e d  o f  t h e  S t a t e  o f  

A l a s k a .

A R T I C L E  X I V  

S O V E R E I G N  PO W ER  O F  T H E  S T A T E  

T h i s  A g r e e m e n t  s h a l l  n o t  b e  i n t e r p r e t e d  a s  a  l i m i t  o n  

t h e  S t a t e  o f  A l a s k a ' s  e x e r c i s e  o f  a n y  o f  i t s  s o v e r e i g n  o r  

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

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

o v e r  t h e  L e a s e s .  I t s  e x e r c i s e  o f  a n y  s o v e r e i g n  o r  r e g u l a t o r y  

p o w e r  w i l l  n o t  o p e r a t e  o r  b e  d e e m e d  t o  e n l a r g e  a n y  r i g h t s  o f
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P e t r o  S t a r  J V  o r  t o  l i m i t  o r  i m p a i r  a n y  o b l i g a t i o n s  o r  l i a b i l i t y  

o f  P e t r o  S t a r  J V  u n d e r  t h i s  A g r e e m e n t .

A R T I C L E  X V  

S E C U R I T Y

O n e  h u n d r e d  n i n e t y  D a y s  b e f o r e  t h e  D a t e  o f  F i r s t  

D e l i v e r y ,  P e t r o  S t a r  J V  s h a l l  c a u s e  t o  b e  i s s u e d  a n d  d e l i v e r e d  t o  

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

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

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

i n s t i t u t i o n  o f  t h e  U n i t e d  S t a t e s  ( " I s s u e r " ) , w h i c h  i s  i n s u r e d  b y  

t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  a n d  h a s  a n  a g g r e g a t e  

c a p i t a l  a n d  s u r p l u s  o f  n o t  l e s s  t h a n  O n e  H u n d r e d  M i l l i o n  D o l l a r s  

( $ 1 0 0 ,0 0 0 , 0 0 0 ), o r  o t h e r  b a n k i n g  i n s t i t u t i o n  a c c e p t a b l e  t o  t h e  

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

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

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

t o t a l  a m o u n t  o f  O i l  t o  b e  t e n d e r e d  b y  t h e  S t a t e  t o  P e t r o  S t a r  J V  

d u r i n g  t h e  f i r s t  n i n e t y  L'ays f o l l o w i n g  t h e  D a t e  o f  F i r s t  

D e l i v e r y .  T h e  l e t t e r  o f  c r e d i t  s h a l l  b e  i n  a  f o r m  s a t i s f a c t o r y  

t o  t h e  C o m m i s s i o n e r ,  b u t  i n  a n y  e v e n t  s h a l l  n o t  r e q u i r e  a n y  

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

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

C o m m i s s i o n e r  o r  h i s  d e s i g n e e  a n d  t h e  A t t o r n e y  G e n e r a l  o f  t h e  

S t a t e  o f  A l a s k a  o r  h i s  d e s i g n e e  t h a t  P e t r o  S t a r  J V  i s  l i a b l e  t o
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t h e  S t a t e  f o r  a  s u m  e q u a l  t o  t h e  a m o u n t  o f  s u c h  d r a f t ,  a n d  t h a t  

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

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

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

n i n e t y  D a y s  a f t e r  t h e  d a t e  o f  t h e  l a s t  d e l i v e r y  o f  R o y a l t y  O i l .

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

C o m m i s s i o n e r  i n  h i s  s o l e  d i s c r e t i o n ,  i s  n o t  r e c e i v e d  n i n e t y  D a y s  

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

P e t r o  S t a r  J V  s h a l l  b e  d e e m e d  t o  h a v e  m a t e r i a l l y  b r e a c h e d  t h i s  

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

A r t i c l e  7 . 1 ,  a n d  a l l  o b l i g a t i o n s  o f  P e t r o  S t a r  J V  a c c r u e d ,  b u t  

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

i m m e d i a t e l y  b e c o m e  d u e  a n d  p a y a b l e  i n  f u l l .

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

c l a i m s  a g a i n s t  P e t r o  S t a r  J V  a n d  d o e s  a s s e r t  t h o s e  c l a i m s  i n  a n  

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

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

t h e  S t a t e ' s  r e q u e s t  ( w h e t h e r  o r  n o t  P e t r o  S t a r  J V  m a y  d e n y ,  

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

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

S t a r  J V  s h a l l  a l s o  a u t o m a t i c a l l y  i n c r e a s e  t h e  p r i n c i p a l  f a c e  

a m o u n t ,  w i t h o u t  r e q u e s t  f r o m  t h e  S t a t e ,  w h e n e v e r  t h e  f a c e  a m o u n t  

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

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

n i n e t y  D a y s  o f  O i l  t e n d e r s .  P e t r o  S t a r  J V  m a y  d e c r e a s e  t h e  

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

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

n i n e t y  D a y s  o f  O i l  t e n d e r s .

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

p r e s e n t e d  t o  t h e  I s s u e r  u p  t o  a n d  i n c l u d i n g  t h e  9 0 t h  D a y  a f t e r  

t h e  l a s t  d e l i v e r y  o f  R o y a l t y  O i l  t o  P e t r o  S t a r  J V  u n d e r  t h i s  

A g r e e m e n t .  T h e  C o m m i s s i o n e r  m a y  a c c e p t  s u c h  o t h e r  o r  a d d i t i o n a l  

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

p r o t e c t  t h e  S t a t e .

A R T I C L E  X V I  

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

P e t r o  S t a r  J V  a g r e e s  t o  e m p l o y  A l a s k a  r e s i d e n t s  a n d  

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

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

A g r e e m e n t .  " A l a s k a  r e s i d e n t "  m e a n s  a n  i n d i v i d u a l  w h o  h a s  r e s i d e d  

i n  A l a s k a  f o r  o n e  y e a r  a t  t h e  t i m e  o f  e m p l o y m e n t  a n d  " A l a s k a  

c o m p a n i e s "  m e a n s  c o m p a n i e s  i n c o r p o r a t e d  i n  A l a s k a  o r  w h o s e  

p r i n c i p a l  p l a c e  o f  b u s i n e s s  i s  i n  A l a s k a .

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

t h e n  P e t r o  S t a r  J V  a g r e e s  t o  e m p l o y  A l a s k a  r e s i d e n t s  a n d  A l a s k a  

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

b e  c o n s t i t u t i o n a l .
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A R T I C L E  X V I I  

A P P L I C A B L E  LA W

1 7 . 1  A l a s k a  L a w .  T h i s  A g r e e m e n t  s h a l l  b e  g o v e r n e d  b y  

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

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

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

1 7 . 2  S u b m i s s i o n  t o  J u r i s d i c t i o n .  A n y  l e g a l  a c t i o n  o r  

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

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

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

s i t t i n g  i n  t h e  S t a t e  o f  A l a s k a ,  a n d  P e t r o  S t a r  J V  h e r e b y  

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

a c t i o n  o r  p r o c e e d i n g .

A R T I C L E  X V I I I  

W A R R A N T IE S

T h e  p u r c h a s e  a n d  s a l e  o f  R o y a l t y  O i l  i s  s u b j e c t  o n l y  t o  

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

a n d  t h e  S t a t e  d i s c l a i m s  a n d  P e t r o  S t a r  J V  w a i v e s  a l l  o t h e r  

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

A R T I C L E  X I X  

A M E N D M E N T

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

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

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

t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a .

A R T I C L E  X X  

S U C C E S S O R S  A N D  A S S I G N S

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

s h a l l  b e  m a d e  b y  e i t h e r  p a r t y  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  t h e  

o t h e r  p a r t y .  T h e  C o m m i s s i o n e r  o r  h i s  d e s i g n e e  m a y  g r a n t  o r  d e n y  

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

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

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

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

A R T I C L E  X X I  

H E A D I N G S

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

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

A R T I C L E  X X I I  

R E C O R D S

2 2 . 1  P r e s e r v a t i o n  o f  R e c o r d s .  P e t r o  S t a r  J V  w i l l  

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

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

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

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

d a t e  o f  t r a n s a c t i o n  o r  l a s t  a d j u s t m e n t  r e l a t i n g  t o  t h e
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t r a n s a c t i o n .  P e t r o  S t a r  J V  w i l l  a l s o  m a i n t a i n  a n d  p r e s e r v e  a l l  

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

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

p e r f o r m a n c e  o f  v a r i o u s  p a r t s  o f  t h i s  A g r e e m e n t .  N e i t h e r  P e t r o  

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

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

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

A g r e e m e n t .  P e t r o  S t a r  J V  s h a l l  e i t h e r  m a i n t a i n  i t s  r e c o r d s  

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

S t a t e  a t  P e t r o  S t a r  J V ' s  p r i n c i p a l  o f f i c e  i n  t h e  S t a t e  o f  A l a s k a  

w i t h i n  t h i r t y  D a y s  a f t e r  w r i t t e n  r e q u e s t  b y  t h e  S t a t e .

2 2 . 2  I n s p e c t i o n  o f  R e c o r d s  o f  P a r t i e s .  P e t r o  S t a r  J V  

a n d  t h e  S t a t e  w i l l  a c c o r d  t o  e a c h  o t h e r  a n d  t o  t h e i r  a u t h o r i z e d  

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

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

i n d e x e s  d i r e c t l y  r e l a t i n g  t o  P e t r o  S t a r  J V ' s  o r  t h e  S t a t e ' s  

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

t h e  p a r t y  f r o m  w h i c h  a c c e s s  i s  d e s i r e d  s o  t h a t  t h e  o t h e r  p a r t y  

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

r e c o r d s ,  b o o k s ,  d o c u m e n t s  a n d  i n d e x e s .  T h e  S t a t e  s h a l l  n o t  b e  

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

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

r e g u l a t i o n .  I f  t h e  i n f o r m a t i o n  o b t a i n e d  b y  t h e  S t a t e  m a y  b e  h e l d  

c o n f i d e n t i a l  u n d e r  s t a t e  o r  f e d e r a l  l a w  o r  r e g u l a t i o n ,  P e t r o  S t a r  

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

a n d  t h e  S t a t e  w i l l  k e e p  t h i s  i n f o r m a t i o n  c o n f i d e n t i a l .
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A R T I C L E  X X I I I  

I N T E R P R E T A T I O N  O F  T E R M S  A N D  C O N D I T IO N S

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

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

A g r e e m e n t ,  P e t r o  S t a r  J V  w i l l  p r e s e n t  t h e  a r g u m e n t s  s u p p o r t i n g  

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

T h e  C o m m i s s i o n e r  w i l l  s u b s e q u e n t l y  i s s u e  a  f i n d i n g  o n  t h e  m e a n i n g  

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

f o r t h  t h e  b a s i s  f o r  h i s  c o n c l u s i o n s .  P e t r o  S t a r  J V  a g r e e s  t o  

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

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

S I G N A T U R E S

T H E  S T A T E  O F  A L A S K A

C o m m i s s i o n e r ,

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  

D a t e :  ____________________________________

P e t r o  S t a r  V a l d e z  R e f i n e r y

J o i n t  V e n t u r e :  B y :

D a t e :

P e t r o  S t a r  V a l d e z ,  I n c .  B y:

D a t e :

A l a s k a  R e f i n i n g ,  I n c .  B y :

D a t e :

A r c t i c  S l o p e  R e g i o n a l  C o r p .  B y :

D a t e :

H a r b o r  E n t e r p r i s e s ,  I n c .  B y :

D a t e :
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A C K N O W L E D G M E N T

S T A T E  o f  A l a s k a  )

) ss.

T h i r d  J u d i c i a l  D i s t r i c t  )

T H I S  I S  T O  C E R T I F Y  t h a t  o n  t h e  ______  d a y  o f  __________

, 1 9  _____, b e f o r e  m e ,  a p p e a r e d  H a r o l d  C. H e i n z e ,  t h e  C o m m i s s i o n e r ,

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 ,  S t a t e  o f  A l a s k a ;  t h a t  H a r o l d  C. 

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

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

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

t h e  d o c u m e n t .

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

i n  t h i s  A g r e e m e n t  f i r s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  i n  a n d  f o r  A l a s k a  

M y  c o m m i s s i o n  e x p i r e s :  _____________

S t a t e  o f  A l a s k a

T h i r d  J u d i c i a l  D i s t r i c t  )

)
) s s .

T H I S  I S  T O  C E R T I F Y  t h a t  o n  t h e day of
, 1 9  ____ , b e f o r e  m e ,  t h e  u n d e r s i g n e d ,  a N o t a r y  P u b l i c  i n  a n d  f o r

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

a p p e a r e d  , w h o  e x e c u t e d  t h i s  d o c u m e n t  a s  ___

______________  o f    a n d __________________________________ a c k n o w l e d g e d

t o  m e  t h a t ______________________ s i g n e d  t h e  s a m e  a s _______________________________

_  o f _____________________________i n  t h e  n a m e  o f  a n d  f o r  a n d  o n  b e h a l f  s a i d

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

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

G I V E N  U N D E R  M Y  H A N D  a n d  o f f i c i a l  s e a l  t h e  d a y  a n d

y e a r  l a s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  f o r  ______

M y  c o m m i s s i o n  e x p i r e s :
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S t a t e  o f  A l a s k a  )

) s s.

T h i r d  J u d i c i a l  D i s t r i c t  )

T H I S  I S  T O  C E R T I F Y  t h a t  o n  t h e  ________  d a y  o f  _________

, 1 9  ____ , b e f o r e  m e ,  t h e  u n d e r s i g n e d ,  a  N o t a r y  P u b l i c  i n  a n d  f o r

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

a p p e a r e d  _______________________________, w h o  e x e c u t e d  t h i s  d o c u m e n t  a s  ______

__________  o f   a n d ________________________ a c k n o w l e d g e d  t o

m e  t h a t  _______________________ s i g n e d  t h e  s a m e  a s  ___________________________________

o f  _____________________________ i n  t h e  n a m e  o f  a n d  f o r  a n d  o n  b e h a l f  s a i d

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

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

G I V E N  U N D E R  M Y  H A N D  a n d  o f f i c i a l  s e a l  t h e  d a y  a n d

y e a r  l a s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  f o r  ______

M y  c o m m i s s i o n  E x p i r e s :

S t a t e  o f  A l a s k a  )

) ss.

T h i r d  J u d i c i a l  D i s t r i c t  )

T H I S  I S  T O  C E R T I F Y  t h a t  o n  t h e  _______ d a y  o f  __________

, 1 9  _____, b e f o r e  m e ,  t h e  u n d e r s i g n e d ,  a  N o t a r y  P u b l i c  i n  a n d  f o r

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

a p p e a r e d  _______________________________, w h o  e x e c u t e d  t h i s  d o c u m e n t  a s  ______

____________ o f   a n d    a c k n o w l e d g e d  t o

m e  t h a t  _______________________s i g n e d  t h e  s a m e  a s  ___________________________________

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

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

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

G I V E N  U N D E R  M Y  H A N D  a n d  o f f i c i a l  s e a l  t l K  

a n d  y e a r  l a s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  f o r  ______

M y  c o m m i s s i o n  e x p i r e s :
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S t a t e  o f  A l a s k a  )

) ss.

T h i r d  J u d i c i a l  D i s t r i c t  )

T H I S  I S  T O  C E R T I F Y  t h a t  o n  t h e  ______  d a y  o f

, 1 9  _____, b e f o r e  m e ,  t h e  u n d e r s i g n e d ,  a  N o t a r y  P u b l i c  i n  a n d  f o r

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

a p p e a r e d  _______________________________, w h o  e x e c u t e d  t h i s  d o c u m e n t  a s  ___

____________  o f  ____________________a n d    a c k n o w l e d g e d

t o  m e  t h a t  _______________________s i g n e d  t h e  s a m e  a s ________________________________

_  o f  _____________________________ i n  t h e  n a m e  o f  a n d  f o r  a n d  o n  b e h a l f  s a i d

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

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

G I V E N  U N D E R  M Y  H A N D  a n d  o f f i c i a l  s e a l  t h e  d a y  a n d  

y e a r  l a s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  f o r  ______

M y  c o m m i s s i o n  E x p i r e s : .

S t a t e  o f  A l a s k a

T h i r d  J u d i c i a l  D i s t r i c t  )

)
) ss.

T H I S  I S  T O  C E R T I F Y  t h a t  o n  t h e d a y  o f

1 9 b e f o r e  m e ,  t h e  u n d e r s i g n e d ,  a  N o t a r y  P u b l i c  i n  a n d  f o r

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

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

o f

t o  m e  t h a t  

o f  .

_ a n d  _________________________________ a c k n o w l e d g e d

 s i g n e d  t h e  s a m e  a s  _______________________________

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

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

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

G I V E N  U N D E R  M Y  H A N D  a n d  o f f i c i a l  s e a l  t h e  d a y  

a n d  y e a r  l a s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  f o r  ______

M y  c o m m i s s i o n  e x p i r e s :

J a n u a r y  23, 1992 39 D r a f t  f o r  P u b l i c  R e v i e w

••
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M n r .

A G R E E M E N T  F O R  T H E  S A L E  A N D  
P U R C H A S E  O F  R O Y A L T Y  O I L

T H I S  A G R E E M E N T  i s  e n t e r e d  i n t o  a s  o f  M a r c h  4, 1 9 9 2  

b y  a n d  b e t w e e n  t h e  S t a t e  O f  A l a s k a  ( " t h e  S t a t e " )  a n d  P e t r o  S t a r  

V a l d e z  R e f i n e r y  J o i n t  V e n t u r e ,  P e t r o  S t a r  V a l d e z ,  I n c . ,  A l a s k a  

R e f i n i n g ,  I n c . ,  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 n d  H a r b o r  

E n t e r p r i s e s ,  I n c .  ( c o l l e c t i v e l y  h e r e i n a f t e r  r e f e r r e d  t o  a s  " P e t r o  

S t a r  J V " )  .

A R T I C L E  I  

D E F I N I T I O N S

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

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

1 . 1  " C o m m i s s i o n e r " m e a n s  t h e  C o m m i s s i o n e r  o f  t h e  

A l a s k a  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  o r  h i s  d e s i g n e e .

1 . 2  " D a i l y  R o v a l t v  O i l " m e a n s  t h e  q u a n t i t y  o f  R o y a l t y  

O i l  a v a i l a b l e  f r o m  t h e  L e s s e e s  o f  t h e  K u p a r u k  R i v e r  U n i t  e a c h  

d a y .

1 . 3  " D a y " m e a n s  a p e r i o d  o f  t w e n t y - f o u r  (24) 

c o n s e c u t i v e  h o u r s ,  b e g i n n i n g  a t  1 2 : 0 1  a . m . ,  A l a s k a  S t a n d a r d  T i m e .

1 . 4  " E f f e c t i v e  D a t e " s h a l l  h a v e  t h e  m e a n i n g  s e t  o u t  in 

A r t i c l e  V I .

1 . 5  " F i e l d  C o s t  A g r e e m e n t " m e a n s  t h e  A g r e e m e n t  f o r  

S e t t l e m e n t  o f  C l e a n i n g ,  D e h y d r a t i o n  a n d  T r a n s p o r t a t i o n  C h a r g e s  

A p p l i c a b l e  t o  R o y a l t y  O i l  T a k e n  f r o m  t h e  K u p a r u k  R i v e r  U n i t ,

1



e f f e c t i v e  a s  o f  D e c e m b e r  13, 1 9 8 1 ,  a n d  a t t a c h e d  t o  t h e  K u p a r u k  

R i v e r  U n i t  A g r e e m e n t  o f  D e c e m b e r  1, 1 9 8 1  a s  A p p e n d i x  I.

1 . 6  " L e a s e s 11 m e a n s  t h e  O i l  a n d  G a s  L e a s e s  w h i c h  a r e

s u b j e c t  t o  t h e  t e r m s  o f  t h e  K u p a r u k  R i v e r  U n i t  A g r e e m e n t .

1 . 7  " L e s s e e 11 m e a n s  a n y  p e r s o n  o w n i n g  a w o r k i n g

i n t e r e s t  i n  a n y  o f  t h e  L e a s e s .

1 . 8  "M o n t h " m e a n s  t h e  p e r i o d  b e g i n n i n g  a t  1 2 : 0 1  a . m . ,  

A l a s k a  S t a n d a r d  T i m e ,  o n  t h e  f i r s t  D a y  o f  t h e  c a l e n d a r  M o n t h  a n d  

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

c a l e n d a r  M o n t h .

1 . 9  " O i l " s h a l l  h a v e  t h e  s a m e  m e a n i n g  a s  t h e  w o r d  

" O i l "  u n d e r  t h e  L e a s e s  a n d  t h e  K u p a r u k  R i v e r  U n i t  A g r e e m e n t ,  

e x c e p t  w h e r e  i n c o n s i s t e n t  w i t h  S e c t i o n  2 . 2  o f  t h i s  A g r e e m e n t ,  i n  

w h i c h  c a s e  S e c t i o n  2 . 2  s h a l l  c o n t r o l .

1 . 1 0  " P o i n t  o f  D e l i v e r y " s h a l l  h a v e  t h e  m e a n i n g  s e t  

o u t  i n  S e c t i o n  2 . 5 .

1 . 1 1  " R o v a l t v  O i l " m e a n s  t h e  O i l  w h i c h  t h e  S t a t e  m a y  

t a k e  i n - k i n d  ( i n  a m o u n t )  a s  i t s  r o y a l t y  u n d e r  t h e  L e a s e s  w h e t h e r  

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

i n - k i n d .

1 . 1 2  " R o v a l t v  S e t t l e m e n t  A g r e e m e n t " m e a n s  t h e  w r i t t e n  

r o y a l t y  s e t t l e m e n t  a g r e e m e n t s  b e t w e e n  t h e  S t a t e  a n d  B P  

E x p l o r a t i o n  ( A l a s k a )  I n c .  ( " B P " )  d a t e d  D e c e m b e r  31, 1 9 9 1 ,  a n d  t h e  

S t a t e  a n d  A t l a n t i c  R i c h f i e l d  C o m p a n y  a n d  A r c o  A l a s k a .  I n c . ,  

( " A R C O " )  d a t e d  S e p t e m b e r  12, 1 9 9 0 .

1 . 1 3  " R o v a l t v  V a l u e "  m e a n s ,  w i t h  r e s p e c t  t o  e a c h



R o y a l t y  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  v a l u e  c a l c u l a t e d  i n  

a c c o r d a n c e  w i t h  B P ' s  a n d  A r c o ' s  R o y a l t y  S e t t l e m e n t  A g r e e m e n t  f o r  

K u p a r u k  R i v e r  O i l .

1 . 1 4  "T A P S *1 m e a n s  t h e  T r a n s  A l a s k a  P i p e l i n e  S y s t e m .

1 . 1 5  " U n i t  A g r e e m e n t 11 m e a n s  t h e  K u p a r u k  R i v e r  U n i t  

A g r e e m e n t  e f f e c t i v e  D e c . e m h e r  1, 1 9 8 1 ,  b y  a n d  b e t w e e n  t h e  L e s s e e s ,  

a s  a m e n d e d  f r o m  t i m e  t o  t i m e .

A R T I C L E  I I  

S A L E  O F  R O Y A L T Y  O I L

2 . 1  Q u a n t i t y .  T h e  S t a t e  a g r e e s  t o  s e l l  t o  P e t r o  S t a r  

J V  a n d  P e t r o  S t a r  J V  a g r e e s  t o  b u y  f r o m  t h e  S t a t e  t h a t  a m o u n t  o f  

O i l  e q u a l  t o  7 6 . 1 8 %  o f  t h e  D a i l y  R o y a l t y  O i l  ( " M a x i m u m  

Q u a n t i t y " ) . P e t r o  S t a r  J V  m a y  p e r m a n e n t l y  d e c r e a s e  t h e  M a x i m u m  

Q u a n t i t y  o n l y  t w i c e :  (1) o n c e  b y  g i v i n g  t h e  S t a t e  w r i t t e n  n o t i c e  

s e v e n  m o n t h s  b e f o r e  t h e  d a t e  o f  f i r s t  d e l i v e r y  a n d  (2 ) o n c e  

t h e r e a f t e r  b y  g i v i n g  t h e  S t a t e  s i x  M o n t h s  a n d  t e n  D a y s  w r i t t e n  

n o t i c e .

P e t r o  S t a r  J V  m a y  a t  a n y  t i m e  d e c r e a s e  o r  i n c r e a s e  t h e  

a m o u n t  o f  O i l  t o  b e  t e n d e r e d  b u t  n o t  t h e  M a x i m u m  Q u a n t i t y  e x c e p t  

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

b e  t e n d e r e d ,  P e t r o  S t a r  J V  m u s t  g i v e  t h e  S t a t e  a t  l e a s t  s i x  

M o n t h s  a n d  t e n  D a y s  w r i t t e n  n o t i c e .  If, h o w e v e r ,  t h e  i n c r e a s e  o r  

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

P e t r o  S t a r  J V  m u s t  g i v e  a t  l e a s t  o n e  h u n d r e d  D a y s  w r i t t e n  n o t i c e .  

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

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

R o y a l t y  O i l  a v a i l a b l e  t o  t h e  S t a t e  w i l l  v a r y  a n d  m a y  b e

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

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

S t a t e  d i s c l a i m s  a n d  P e t r o  S t a r  J V  w a i v e s  a n y  r e p r e s e n t a t i o n ,  

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

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

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

A g r e e m e n t .  T h e  S t a t e  w a r r a n t s  t h a t  i t  h a s  g o o d  t i t l e  t o  t h e  O i l  

t e n d e r e d  u n d e r  t h i s  A g r e e m e n t .

I f  t h e  S t a t e  u n d e r l i f t s  o r  s t o r e s  R o y a l t y  O i l  a t  

K u p a r u k  R i v e r  U n i t ,  o r  i f  t h e  S t a t e  r e c o v e r s  u n d e r l i f t e d  o r  

s t o r e d  R o y a l t y  O i l ,  t h e  q u a n t i t y  o f  O i l  t e n d e r e d  u n d e r  t h i s  

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

u n d e r l i f t e d  o r  s t o r e d  o r  r e c o v e r e d .

2 . 2  Q u a l i t y . T h e  O i l  s o l d  s h a l l  b e  t h e  s a m e  q u a l i t y  a s  

t h e  R o y a l t y  O i l  d e l i v e r e d  b y  t h e  L e s s e e s  t o  t h e  S t a t e  a t  t h e  

P o i n t  o f  D e l i v e r y .  I t  i s  u n d e r s t o o d  a n d  a g r e e d  t h a t  t h e  q u a l i t y  

o f  t h e  O i l  s o l d  m a y  v a r y  f r o m  t i m e  t o  t i m e .  T h e  S t a t e  d i s c l a i m s ,  

a n d  P e t r o  S t a r  J V  w a i v e s ,  a n y  g u a r a n t e e ,  r e p r e s e n t a t i o n ,  o r  

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

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

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

A g r e e m e n t  o r  a s  t o  a n y  s p e c i f i c ,  a v e r a g e ,  o r  o v e r a l l  q u a l i t y  o r  

c h a r a c t e r i s t i c  o f  O i l  t o  b e  s o l d  o r  t e n d e r e d  u n d e r  t h i s
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A g r e e m e n t .  P e t r o  S t a r  J V  e x p r e s s l y  w a i v e s  a n y  c l a i m  t h a t  a n y  

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

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

l i q u i d s ,  o r  r e t u r n  o i l  f r o m  t h e  K u p a r u k  R i v e r  U n i t  C r u d e  O i l  

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

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

t h e  L e s s e e s  t o  t h e  S t a t e  a s  R o y a l t y  O i l  a r e  n o t  O i l ,  f o r  p u r p o s e s  

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

2 . 3  P r i c e  o f  t h e  R o v a l t v  O i l . T h e  p r i c e  e a c h  M o n t h  f o r  

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

V a l u e  ( w e i g h t e d  b y  p r o d u c t i o n  v o l u m e )  f o r  t h a t  M o n t h  o f  a l l  O i l  

d e l i v e r e d  f r o m  t h e  K u p a r u k  R i v e r  U n i t  p r o d u c t i o n  f o r  w h i c h  t h e  

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

p l u s  f i e l d  c o s t s .  S e e  e x a m p l e s  a t t a c h e d  a s  E x h i b i t s  A  a n d  B.

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

C o s t  A g r e e m e n t .  I f  a  f i e l d  c o s t  d i f f e r e n t  f r o m  t h a t  i n  t h e  

e x i s t i n g  F i e l d  C o s t  A g r e e m e n t  i s  e s t a b l i s h e d  t h r o u g h  f u t u r e  

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

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

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

e x i s t i n g  F i e l d  C o s t  A g r e e m e n t .  I n  t h e  i n t e r i m ,  P e t r o  S t a r  J V  

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

f o r  a n y  R o y a l t y  O i l  t a k e n  b y  P e t r o  S t a r  J V .  A n y  f u t u r e  f i e l d  

c o s t  a d j u s t m e n t s  s h a l l  b e a r  i n t e r e s t  a s  p r o v i d e d  i n  S e c t i o n  5 . 6 .

I f  a n y  a p p l i c a b l e  l a w  o f  t h e  U n i t e d  S t a t e s  o f  A m e r i c a  

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



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

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

p r o v i s i o n ,  P e t r o  S t a r  J V ' s  o b l i g a t i o n  t o  p a y  t h e  a m o u n t  o f  t h e  

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

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

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

2 . 4  P u r c h a s e  P r i c e  R e o p e n e r .  T h e  S t a t e  a n d  P e t r o  S t a r  

J V  s h a l l  h a v e  t h e  r i g h t  t o  r e o p e n  t h i s  A g r e e m e n t  a s  t o  p u r c h a s e  

p r i c e  o n l y .  A t  a n y  t i m e  a f t e r  P e t r o  S t a r  J V  r e c e i v e s  O i l  f o r  t w o  

y e a r s  f r o m  t h e  D a t e  o f  F i r s t  D e l i v e r y  ( a s  d e f i n e d  i n  S e c t i o n  

2 . 1 1 ) ,  t h e  S t a t e  o r  P e t r o  S t a r  J V  m a y  e x e r c i s e  t h e  r i g h t  t o  

r e o p e n  b y  g i v i n g  t h e  o t h e r  p a r t y  o n e  M o n t h  p r i o r  w r i t t e n  n o t i c e .  

U p o n  i s s u a n c e  a n d  r e c e i p t  o f  a n o t i c e  t o  r e o p e n ,  P e t r o  S t a r  J V  

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

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

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

t h r e e  M o n t h s  a f t e r  g i v i n g  t h e  n o t i c e  t o  r e o p e n ,  e i t h e r  P e t r o  S t a r  

J V  o r  t h e  S t a t e  m a y  t e r m i n a t e  t h i s  A g r e e m e n t  u p o n  n i n e  M o n t h 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 e  p u r c h a s e  p r i c e  f o r  O i l  t e n d e r e d  

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

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

g i v i n g  t h e  n o t i c e  o f  i n t e n t  t o  r e o p e n .  I f  a  n e w  p u r c h a s e - p r i c e  

p r o v i s i o n  i s  a g r e e d  t o  b y  P e t r o  S t a r  J V  a n d  t h e  S t a t e ,  t h e  n e w  

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

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

p r i c e  p r o v i s i o n .  N o t  l e s s  t h a n  t w o  y e a r s  a f t e r  t h e  c o n c l u s i o n  o f
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t h e  p u r c h a s e - p r i c e  r e o p e n e r  p r o c e s s  d e s c r i b e d  a b o v e ,  e i t h e r  P e t r o  

S t a r  J V  o r  t h e  S t a t e  a g a i n  m a y  r e o p e n  t h i s  A g r e e m e n t ,  a s  t o  

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

r i g h t  t o  r e o p e n .  A t  t h a t  t i m e ,  t h e  p u r c h a s e - p r i c e  r e o p e n e r  

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

t h e r e a f t e r .

2 . 5  N o  T h i r d - P a r t y  I n t e r v e n t i o n . P e t r o  S t a r  J V  s h a l l  

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

r e g a r d i n g  l i t i g a t i o n ,  s t y l e d  S t a t e  o f  A l a s k a  v. E x x o n ,  e t . a l . ,  

C a s e  N o .  l - J U - 7 7 - 8 4 7 » ( " A N S  R o y a l t y  L i t i g a t i o n " ) , a n y  f u t u r e  

R o y a l t y  S e t t l e m e n t  A g r e e m e n t s ,  o r  a n y  r e o p e n e r s  o r  o t h e r  

d i s c u s s i o n s  u n d e r  o r  p e r t a i n i n g  t o  R o y a l t y  S e t t l e m e n t  A g r e e m e n t s .  

A n y  j u d g m e n t  r e s u l t i n g  f r o m  t h e  A N S  R o v a l t v  L i t i g a t i o n , a n y  

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

R o y a l t y  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  c o n c l u s i v e l y  b i n d i n g  u p o n  

P e t r o  S t a r  J V  w h e t h e r  o r  n o t  P e t r o  S t a r  J V  a g r e e s  w i t h  o r  

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

r e o p e n e r .  F u r t h e r m o r e ,  P e t r o  S t a r  J V  h a s  n o  i n d e p e n d e n t  r i g h t  t o  

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

I f  t h e  R o y a l t y  V a l u e  i s  m o d i f i e d  i n  t h e  f u t u r e  a s  a r e s u l t  o f  a 

m o d i f i c a t i o n  o f  a n y  R o y a l t y  S e t t l e m e n t  A g r e e m e n t ,  a 

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

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

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

u n d e r p a y m e n t ,  a s  s e t  f o r t h  i n  S e c t i o n  5 . 6 .  P e t r o  S t a r  J V  a g r e e s

t o  b e  c o n c l u s i v e l y  b o u n d  b y  a n y  s u c h  m o d i f i c a t i o n  a g r e e d  t o  b y
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2 . 6  P o i n t  a n d  T i m e  o f  D e l i v e r y . S i m u l t a n e o u s l y  w i t h  

r e c e i p t  o f  i t s  R o y a l t y  O i l  f r o m  i t s  L e s s e e s ,  t h e  S t a t e  s h a l l  

t e n d e r  t h e  O i l  t o  P e t r o  S t a r  J V  a t  t h e  p o i n t  a t  w h i c h  t h e  S t a t e  

r e c e i v e s  t h e  R o y a l t y  O i l  f r o m  i t s  L e s s e e s .  T h a t  p o i n t  a s  

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

o f  t h e  F i e l d  C o s t  A g r e e m e n t  i s  t h e  C e n t r a l  P r o d u c t i o n  F a c i l i t y  

M e t e r  i n t o  t h e  K u p a r u k  P i p e l i n e .

2 . 7  P a s s a g e  o f  T i t l e  a n d  R i s k  o f  L o s s . T i t l e  a n d  r i s k  

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

S t a t e  t o  P e t r o  S t a r  J V  f o r  a l l  p u r p o s e s  w h e n  t h e  S t a t e  t e n d e r s  

t h e  O i l  a t  t h e  P o i n t  o f  D e l i v e r y .

2 . 8  P e t r o  S t a r  J V ' s  R e s p o n s i b i l i t y . P e t r o  S t a r  J V  

s h a l l  b e  r e s p o n s i b l e  f o r  t h e  O i l  a f t e r  p a s s a g e  o f  t i t l e .  P e t r o  

S t a r  J V  w i l l  i n d e m n i f y  a n d  h o l d  t h e  S t a t e  h a r m l e s s  f r o m  a n d  

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

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

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

r e l a t e s  t o  t h e  O i l  a f t e r  t i t l e  h a s  p a s s e d  t o  P e t r o  S t a r  J V .

2 . 9  T r a n s p o r t a t i o n  A r r a n g e m e n t s . P e t r o  S t a r  J V  s h a l l  

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

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

s a t i s f a c t i o n  o f  l i n e  f i l l  o b l i g a t i o n s  a n d  s t o r a g e  t a n k  b o t t o m  

r e q u i r e m e n t s  o f  t h e  K u p a r u k  P i p e l i n e  a n d  o f  T A P S ,  i f  a n y .  I f  

r e q u e s t e d  b y  t h e  S t a t e ,  P e t r o  S t a r  J V  s h a l l  s u b m i t  s p e c i f i c  

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

t h e  S t a t e  a n d  B P  o r  ARCO.
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O i l  s o l d  u n d e r  t h i s  A g r e e m e n t  t h r o u g h  a n d  a w a y  f r o m  t h e  K u p a r u k  

P i p e l i n e  a n d  t h e  T A P S  a n d  f o r  t h e  r e s a l e  o r  o t h e r  d i s p o s a l  o f  t h e  

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

m a d e  t o  t h e  K u p a r u k  P i p e l i n e  a n d  T A P S  a n d  i d e n t i f i c a t i o n  o f  

t a n k e r s ,  i f  a n y ,  w h i c h  w i l l  t r a n s p o r t  t h e  O i l .  I n  a d d i t i o n ,

P e t r o  S t a r  J V  w i l l  p r o v i d e  t h e  S t a t e ,  i f  r e q u e s t e d  b y  t h e  S t a t e ,  

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

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

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

A g r e e m e n t .  F a i l u r e  t o  p r o v i d e  i n f o r m a t i o n ,  e v i d e n c e ,  o r  

a s s u r a n c e s  r e q u e s t e d  w i l l ,  a t  t h e  S t a t e ’s e l e c t i o n  b y  n o t i c e  t o  

P e t r o  S t a r  J V ,  b e  a  m a t e r i a l  d e f a u l t  u n d e r  t h i s  A g r e e m e n t .

2 . 1 0  A b s o l u t e  O b l i g a t i o n s . T h e  o b l i g a t i o n s  o f  P e t r o  

S t a r  J V  t o  a c c e p t ,  p a y  f o r ,  a n d  a r r a n g e  f o r  t h e  t r a n s p o r t a t i o n  o f  

t h e  O i l  t e n d e r e d  o r  s o l d  u n d e r  t h i s  A g r e e m e n t  a r e  a b s o l u t e  a n d  

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

d i s a b i l i t y  o f  P e t r o  S t a r  J V ,  e v e n t  o f  f o r c e  m a j e u r e ,  

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

o t h e r  r e a s o n  o r  c a u s e .

2 . 1 1  D a t e  o f  F i r s t  D e l i v e r y . T h e  d a t e  o f  F i r s t  

D e l i v e r y  w i l l  b e  t h e  f i r s t  D a y  o f  t h e  f i r s t  M o n t h  t h a t  i s  t h e  

l a t e r  o f  (i) s e v e n  M o n t h s  a f t e r  t h e  E f f e c t i v e  D a t e  o r  (ii) s e v e n  

M o n t h s  a f t e r  P e t r o  S t a r  J V  c e r t i f i e s  t h a t  w i t h i n  s e v e n  M o n t h s  t h e  

r e f i n e r y  w i l l  b e  r e a d y  t o  a c c e p t  a n d  p r o c e s s  O i l .  I f  r e q u e s t e d  

b y  P e t r o  S t a r  J V ,  t h e  S t a t e ,  i n  i t s  s o l e  d i s c r e t i o n ,  m a y  s e t  a n  

e a r l i e r  d a t e  o f  F i r s t  D e l i v e r y .

9



2 . 1 2  P e r f o r m a n c e  G u a r a n t y  a n d  R e s e r v a t i o n  F e e . I f  a t  

a n y  t i m e ,  P e t r o  S t a r  J V  d o e s  n o t  t a k e  t h e  M a x i m u m  Q u a n t i t y ,  P e t r o  

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

o n  t h e  a c t u a l  q u a n t i t y  t a k e n ,  a n  a m o u n t  e q u a l  t o  . 7 5 %  o f  t h e  

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

M a x i m u m  Q u a n t i t y  a n d  t h e  a c t u a l  q u a n t i t y  t e n d e r e d  t o  a n d  a c c e p t e d  

b y  P e t r o  S t a r  J V  f o r  e a c h  D a y  P e t r o  S t a r  J V  d o e s  n o t  t a k e  t h e  

M a x i m u m  Q u a n t i t y .

2 . 1 3  I n - s t a t e  P r o c e s s i n g . P e t r o  S t a r  J V  a g r e e s  t h a t  

n o t  l e s s  t h a n  8 0 %  o f  t h e  R o y a l t y  O i l  s o l d  u n d e r  t h i s  A g r e e m e n t ,  

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

S t a r  J V ' s  r e f i n e r y  n e a r  V a l d e z ,  A l a s k a ,  e x c e p t  a s  p r o v i d e d  b e l o w .  

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

i n  q u a n t i t i e s  n o t  l e s s  t h a n  2 0 %  o f  t h e  v o l u m e  o f  R o y a l t y  O i l  r u n  

t h r o u g h  P e t r o  S t a r  J V ' s  r e f i n e r y  p u r s u a n t  t o  t h i s  A g r e e m e n t .

P e t r o  S t a r  J V ' s  o b l i g a t i o n  t o  p r o c e s s  R o y a l t y  O i l  i n ­

s t a t e  m a y  o n l y  b e  s u s p e n d e d  o r  e x c u s e d  u n d e r  ( 1 ) t h e  p r o v i s i o n s  

o f  A r t i c l e s  V I I I  a n d  XI, o r  (2) d u r i n g  r e f i n e r y  m a i n t e n a n c e .

T h e  S t a t e  m a y ,  a t  i t s  s o l e  o p t i o n ,  w a i v e  t h e  i n - s t a t e  

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

s a t i s f i e d  t h a t  P e t r o  S t a r  J V  i s  u s i n g  i t s  b e s t  e f f o r t s  t o  p r o c e s s  

t h e  R o y a l t y  O i l  s o l d  u n d e r  t h i s  A g r e e m e n t  a t  P e t r o  S t a r  J V ' s  

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

u n d e r l y i n g  i n t e n t  o f  t h e  o t h e r  p r o v i s i o n s  o f  t h i s  A g r e e m e n t .
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A R T IC L E  I I I

R E P R E S E N T A T IO N  AND O B L IG A T IO N S  O F  P E T R O  S T A R  J V

P e t r o  S t a r  J V  w a r r a n t s ,  r e p r e s e n t s ,  a n d  a g r e e s :

3 . 1  G o o d  S t a n d i n g  a n d  D u e  A u t h o r i z a t i o n .  P e t r o  S t a r  

V a l d e z ,  I n c . ,  A l a s k a  R e f i n i n g  I n c . ,  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 n d  H a r b o r  E n t e r p r i s e s ,  I n c .  a r e  a n d  a t  a l l  t i m e s  

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

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

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

C o l u m b i a ,  a n d  g u a l i f i e d  t o  d o  b u s i n e s s  in, a n d  i n  g o o d  s t a n d i n g  

w i t h ,  t h e  S t a t e  o f  A l a s k a .  P e t r o  S t a r  V a l d e z ,  I n c . ,  A l a s k a  

R e f i n i n g  I n c . ,  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 n d  H a r b o r  

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

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

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 .  A l l  n e c e s s a r y  c o r p o r a t e  a c t i o n  

h a s  b e e n  t a k e n  t o  a u t h o r i z e  P e t r o  S t a r  V a l d e z ,  I n c . ,  A l a s k a  

R e f i n i n g  I n c . ,  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 n d  H a r b o r  

E n t e r p r i s e s ,  I n c .  e n t e r i n g  i n t o  t h i s  A g r e e m e n t  a n d  p e r f o r m i n g  i t s  

c o v e n a n t s  a n d  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 .

P e t r o  S t a r  V a l d e z  R e f i n e r y  J o i n t  V e n t u r e  is, a n d  a t  a l l  

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

v e n t u r e  c o n s i s t i n g  o f  P e t r o  S t a r  V a l d e z ,  I n c . ,  A l a s k a  R e f i n i n g  

I n c . ,  a n d  H a r b o r  E n t e r p r i s e s ,  I n c .  P e t r o  S t a r  V a l d e z  R e f i n e r y  

J o i n t  V e n t u r e  i s  o r g a n i z e d  a n d  e x i s t s  u n d e r  a n d  b y  v i r t u e  o f  t h e  

l a w s  o f  t h e  S t a t e  o f  A l a s k a ,  a n d  i s  q u a l i f i e d  t o  d o  b u s i n e s s  in, 

a n d  i n  g o o d  s t a n d i n g  w i t h ,  t h e  S t a t e  o f  A l a s k a .  P e t r o  S t a r
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V a l d e z  R e f i n e r y  J o i n t  V e n t u r e  i s  a u t h o r i z e d  b y  a n d  o n  b e h a l f  o f  

P e t r o  S t a r  V a l d e z ,  I n c . ,  A l a s k a  R e f i n i n g  I n c . ,  a n d  H a r b o r  

E n t e r p r i s e s ,  I n c . ,  t o  e n t e r  i n t o  t h i s  A g r e e m e n t  a n d  t o  p e r f o r m  

i t s  c o v e n a n t s  a n d  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 .  A l l  

n e c e s s a r y  a c t s  h a v e  b e e n  t a k e n  t o  a u t h o r i z e  P e t r o  S t a r  V a l d e z  

R e f i n e r y ' s  e n t e r i n g  i n t o  t h i s  A g r e e m e n t  a n d  p e r f o r m i n g  i t s  

c o v e n a n t s  a n d  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 .

3 . 2  F i n a n c i a l  C o n d i t i o n . T h e  f i n a n c i a l  i n f o r m a t i o n  

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

p r e s e n t s  P e t r o  S t a r  J V ' s  f i n a n c i a l  c o n d i t i o n  a t  t h e  t i m e  t h e  

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

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

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

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

p r o p e r t i e s  o f  P e t r o  S t a r  J V  h a v e  n o t  b e e n  m a t e r i a l l y  a d v e r s e l y  

a f f e c t e d  i n  a n y  w a y .  P e t r o  S t a r  J V  a g r e e s  t o  i n f o r m  t h e  S t a t e  

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

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

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

P e t r o  S t a r  J V ,  i n  a d d i t i o n ,  w i l l  i m m e d i a t e l y  i n f o r m  t h e  S t a t e  o f  

a n y  s i g n i f i c a n t  c h a n g e  i n  o w n e r s h i p  o f  P e t r o  S t a r  J V ,  a f f i l i a t e s ,  

p a r e n t  c o m p a n y ,  a n d  o f  a n y  c h a n g e  i n  P e t r o  S t a r  J V ' s  o p e r a t i o n s  

o r  A g r e e m e n t s ,  w h i c h  m a y  a p p r e c i a b l y  a f f e c t  P e t r o  S t a r  J V ' s  

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

3 . 3  F i n a n c i a l  S t a t e m e n t s .  A s  s o o n  a s  p o s s i b l e  a f t e r  

t h e  e n d  c f  e a c h  f i s c a l  y e a r  o f  P e t r o  S t a r  J V ,  a n d  i n  a n y  e v e n t
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w i t h i n  o n e  h u n d r e d  t w e n t y  D a y s  t h e r e a f t e r ,  P e t r o  S t a r  J V  w i l l  

f u r n i s h  t o  t h e  S t a t e ,  a t  P e t r o  S t a r  J V ' s  s o l e  c o s t  a n d  e x p e n s e ,  a 

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

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

S t a r  J V ' s  b a l a n c e  s h e e t  a s  o f  t h e  c l o s e  o f  t h e  f i s c a l  y e a r  a n d  

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

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

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

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

i n  t h e  f i r s t  y e a r  o f  t h i s  A g r e e m e n t ,  P e t r o  S t a r  J V  m a y  s u b m i t ,  

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

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

a n d  E x c h a n g e  C o m m i s s i o n  p u r s u a n t  t o  S e c .  13 o r  1 5 ( d )  o f  t h e  

S e c u r i t y  E x c h a n g e  A c t  o f  1 9 3 4 .

A R T I C L E  I V  

M E A S U R E M E N T S  A N D  T E S T S

T h e  q u a n t i t y  a n d  q u a l i t y  o f  O i l  s o l d  u n d e r  t h i s  

A g r e e m e n t  s h a l l  b e  d e t e r m i n e d  a t  t h e  P o i n t  o f  D e l i v e r y .

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

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

t h e n  i n  e f f e c t  a t  K u p a r u k  R i v e r  U n i t ,  A l a s k a ,  b e t w e e n  t h e  L e s s e e s  

a n d  t h e  o p e r a t o r s  o f  K u p a r u k  P i p e l i n e .
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A R T I C L E  V  

P A Y M E N T S  A N D  A C C O U N T IN G

5 . 1  B i l l i n g .  T h e  S t a t e  w i l l  s e n d  t o  P e t r o  S t a r  J V ,  o n  

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

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

b e e n  m e a s u r e d  a t  t h e  C e n t r a l  P r o d u c t i o n  F a c i l i t y  M e t e r  i n t o  t h e  

K u p a r u k  P i p e l i n e  a n d  t e n d e r e d  t o  P e t r o  S t a r  J V  u n d e r  t h i s  

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

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

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

( " I n i t i a l  B i l l i n g " ) . T h e  e s t i m a t e s  w i l l  b e  m a d e  b y  t h e  S t a t e  

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

S t a t e .  T h e  S t a t e  m a y  r e n d e r  i t s  I n i t i a l  B i l l i n g  t o  P e t r o  S t a r  J V  

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

S t a t e ,  i n f o r m a t i o n  p u b l i s h e d  b y  t h e  U . S .  G o v e r n m e n t ,  a n d  

i n f o r m a t i o n  p u b l i s h e d  i n  P l a t t ' s  O i l g r a m  P r i c e  R e p o r t  o r  a n y  

o t h e r  p u b l i c l y  a v a i l a b l e  r e p o r t .  T h e  S t a t e  s h a l l  t h e r e a f t e r  

a d j u s t  i t s  I n i t i a l  B i l l i n g  u n d e r  t h i s  A r t i c l e  a s  s o o n  a s  m e r e  

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

o f  O i l  d e l i v e r e d  e a c h  M o n t h  i s  a v a i l a b l e .  T h e  S t a t e ,  h o w e v e r ,  

s h a l l  n o t  b e  r e q u i r e d  t o  a d j u s t  t h e  I n i t i a l  B i l l i n g  b e f o r e  t h e  

s e n d i n g  o f  t h e  n e x t  M o n t h ' s  i n v o i c e  s t a t e m e n t  o f  a c c o u n t .

5 . 2  I n i t i a l  A d j u s t m e n t .  A f t e r  t h e  I n i t i a l  B i l l i n g  

u n d e r  S e c t i o n  5 . 1 ,  t h e  n e x t  M o n t h l y  i n v o i c e  w i l l  a l s o  s t a t e  t h e  

S t a t e ' s  i n i t i a l  a d j u s t m e n t s  t o  b e  m a d e ,  i f  a n y ,  t o  t h e  i n v o i c e  

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

a v a i l a b l e  t o  t h e  S t a t e .  W h e t h e r  o r  n o t  i n i t i a l  a d j u s t m e n t s  a r e  

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

5 . 5 .

5 . 3  P a y m e n t . P e t r o  S t a r  J V  w i l l  m a k e  p a y m e n t  o f  e a c h  

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

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

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

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

f o l l o w i n g  a d d r e s s :

S t a t e  S t r e e t  B a n k  & T r u s t  C o m p a n y  

B o s t o n ,  M a s s a c h u s e t t s  

A B A  # 0 1 1 0 0 0 0 2 8

F o r  c r e d i t  t o  t h e  S t a t e  o f  A l a s k a  

G e n e r a l  I n v e s t m e n t  F u n d ,  A Y 0 1  

A c c o u n t  # 0 0 6 5 7 1 8 9  

A t t n :  K i m  C h a n ,  P u b l i c  F u n d s

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

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

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

m a d e  u n d e r  t h i s  A g r e e m e n t  s h a l l  b e  p a i d  i n  t h e  s a m e  m a n n e r .  I f  

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

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

t h e  n e x t  f o l l o w i n g  b u s i n e s s  D a y .  I t  i s  r e c o g n i z e d  t h a t  t h e  S t a t e  

m a y  b i l l ,  a n d  t h a t  P e t r o  S t a r  J V  w i l l  p a y ,  a m o u n t s  t h a t  a r e  b a s e d  

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

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

u p o n  r e q u e s t ,  t h e  S t a t e  w i l l  f u r n i s h  P e t r o  S t a r  J V  w i t h  t h e  

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



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

S t a t e .  I f  a d i s p u t e  c o n c e r n i n g  a b i l l  a r i s e s ,  P e t r o  S t a r  J V  

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

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

d i s p u t e .

5 . 4  P a y m e n t  t o  L e s s e e .  P e t r o  S t a r  J V ,  a t  t h e  r e q u e s t  

o f  t h e  S t a t e  i n  t h e  i n v o i c e  s t a t e m e n t  o f  a c c o u n t  o r  o t h e r w i s e  i n  

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

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

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

S t a t e .  T h e  p a y m e n t  w i l l  b e  m a d e  w i t h i n  t h e  t i m e  l i m i t  s p e c i f i e d  

i n  S e c t i o n  5 . 3 .  T h e  S t a t e  m a y  a u t h o r i z e  a n d  d e s i g n a t e  a  t h i r d  

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

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

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

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

5. 3 .

5 . 5  S u b s e q u e n t  A d j u s t m e n t s .  P e t r o  S t a r  J V  

a c k n o w l e d g e s  t h a t  a f t e r  t h e  I n i t i a l  B i l l i n g  a n d  i n i t i a l  

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

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

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

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

i n v o i c e  s t a t e m e n t  o f  a c c o u n t  t o  P e t r o  S t a r  J V  a n d  t h e  S t a t e  w i l l  

a d j u s t  t h e  a m o u n t  b i l l e d ;  a n d  P e t r o  S t a r  J V  w i l l  p a y ,  o r  t h e  

S t a t e  w i l l  c r e d i t  o r  r e f u n d  t h e  a m o u n t  o f  t h o s e  a d j u s t m e n t s .  I f
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t h e  S t a t e  s h o u l d  r e n d e r  a c o r r e c t e d  i n v o i c e  t o  P e t r o  S t a r  J V , a n y  

a m o u n t  t o  b e  c r e d i t e d  o r  r e f u n d e d  f r o m  t h e  S t a t e  t o  P e t r o  S t a r  J V  

o r  p a i d  f r o m  P e t r o  S t a r  J V  t o  t h e  S t a t e  w i l l  b e  r e f u n d e d  o r  p a i d  

w i t h i n  t h i r t y  D a y s  a f t e r  t h e  d a t e  o f  t h e  c o r r e c t e d  i n v o i c e .  T h e  

p r o v i s i o n s  o f  t h i s  S e c t i o n  5 . 5  w i l l  s u r v i v e  a n y  t e r m i n a t i o n  o f  

t h i s  A g r e e m e n t .

5 . 6  I n t e r e s t .  T h e  a m o u n t  o f  a l l  s u m s ,  w h i c h  a r e  n o t  

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

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

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

3 8 . 0 5 . 1 3 5 ( d )  o r  a s  m a y  l a t e r  b e  a m e n d e d .  C u r r e n t l y ,  t h a t  

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

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

a d v a n c e s  b y  t h e  1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  a s  o f  t h e  f i r s t  D a y  

o f  t h a t  c a l e n d a r  q u a r t e r ,  o r  a t  t h e  a n n u a l  r a t e  o f  1 1  p e r c e n t ,  

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

t h a t  q u a r t e r .  T h e  t e r m  " d a t e  a c c r u e d "  m e a n s  t h e  d a t e  o f  t h e  

r e c e i p t  o f  t h e  " I n i t i a l  B i l l i n g  p l u s  t e n  D a y s . "  I n t e r e s t  s h a l l  

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

5 . 7  L a t e  P a y m e n t  P e n a l t y .  I f  P e t r o  S t a r  J V  f a i l s  t o  

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

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

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

p a y m e n t ,  P e t r o  S t a r  J V  w i l l  p a y  a n  a m o u n t  e q u a l  t o  f i v e  p e r c e n t  

o f  t h e  a m o u n t  o w e d .  T h e  l a t e  p a y m e n t  p e n a l t y  is d u e  a t  t h e  t i m e  

o f  t h e  n e x t  M o n t h ' s  p a y m e n t .
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5 . 8  P a y m e n t  t o  T h i r d  P a r t i e s .  T h e  S t a t e  m a y  d i r e c t  

t h a t  P e t r o  S t a r  J V  p a y  a n y  a m o u n t  d u e  o r  w h i c h  m a y  b e c o m e  d u e  

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

b y  t h e  S t a t e  i n  w r i t t e n  n o t i c e  t o  P e t r o  S t a r  J V  i f, i n  t h e  

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

a s s i s t  S t a t e  i n  m o n i t o r i n g  o r  e n f o r c i n g  t h i s  A g r e e m e n t .

A R T I C L E  V I  

T E R M

T h i s  A g r e e m e n t  s h a l l  b e c o m e  e f f e c t i v e  u p o n  e x e c u t i o n  b y  

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

A l a s k a  ( i n c l u d i n g  a p p r o v a l  b y  t h e  G o v e r n o r )  a p p r o v i n g  t h i s  

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

a p p r o v e d  b y

D e c e m b e r  31, 1 9 9 3 ,  o r  i f  P e t r o  S t a r  J V  d o e s  n o t  c e r t i f y  t h a t  i t  

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

t h e  O i l  a s  r e q u i r e d  b y  S e c t i o n  2 . 1 1  b e f o r e  D e c e m b e r  3 1 ,  1 9 9 3 .  

S u b j e c t  t o  t h e  o t h e r  p r o v i s i o n s  c o n t a i n e d  i n  t h i s  A g r e e m e n t ,  

S t a t e ' s  o b l i g a t i o n  t o  s e l l  a n d  P e t r o  S t a r  J V ' s  o b l i g a t i o n  t o  b u y  

R o y a l t y  O i l  s h a l l  b e g i n  a s  p r o v i d e d  a b o v e ,  a n d  s h a l l  e n d  D e c e m b e r  

31, 2 0 0 3 .  A s  u s e d  i n  t h i s  A r t i c l e ,  " e n a c t m e n t  o f  l e g i s l a t i o n "  is 

a s  d e f i n e d  i n  A S  0 1 . 1 0 . 0 7 0 ( f ) ( 4 ) .
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A R T I C L E  V I I  

D E F A U L T  O R  T E R M I N A T I O N

7 . 1  D e f a u l t .  I f  a n y  o n e  o r  m o r e  o f  t h e  f o l l o w i n g  

e v e n t s  ( " E v e n t s  o f  D e f a u l t " )  o c c u r ,  t h e n  a t  t h e  S t a t e ' s  s o l e  

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

t e n d e r  a n d  s e l l  R o y a l t y  C i l  a n d  p r o c e e d  t o  e x e r c i s e  a n y  o n e  o r  

m o r e  o f  t h e  r i g h t s  a n d  r e m e d i e s  p r o v i d e d  i n  t h i s  A g r e e m e n t :

(i) A t  a n y  t i m e ,  P e t r o  S t a r  J V  (a) r e p u d i a t e s  a n y  

o f  i t s  c o v e n a n t s  o r  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 ,  o r  (b) f a i l s ,  w i t h i n  f i v e  D a y s ,  

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

p r o v i d e  t h e  S t a t e  w i t h  w r i t t e n  a f f i r m a t i o n  o f  

t h i s  A g r e e m e n t  a n d  o f  P e t r o  S t a r  J V ' s  

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

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

t r a n s p o r t a t i o n  a r r a n g e m e n t s  p u r s u a n t  t o  

S e c t i o n  2 . 9  r e a s o n a b l y  s a t i s f a c t o r y  t o  t h e  

S t a t e ) ; o r

(ii) P e t r o  S t a r  J V  d o e s  n o t  p a y  i n  f u l l  a n y  s u m  

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

p a y m e n t  i s  d u e ;  o r

(iii) P e t r o  S t a r  J V  f a i l s  t o  o b s e r v e  o r  p e r f o r m  a n y  

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

A r t i c l e  I I ;  o r

(iv) P e t r o  S t a r  J V  d o e s  n o t  p e r f o r m  a n y  a c t

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



a n d :  (a) t h e  n o n p e r f o r m a n c e  c a n n o t  b e  c u r e d ;

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

t h a n  t h i r t y  D a y s  a f t e r  t h e  S t a t e  h a s  n o t i f i e d  

P e t r o  S t a r  J V  o f  P e t r o  S t a r  J V ' s  

n o n p e r f o r m a n c e ;  o r  (c) P e t r o  S t a r  J V  h a d  

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

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

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

p e r i o d ;  o r

(v) T h e r e  i s  a m a t e r i a l  a d v e r s e  c h a n g e  i n  P e t r o  

S t a r  J V ' s  c o n d i t i o n ,  b u s i n e s s ,  o r  p r o p e r t y  

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

p e r f o r m  a n y  o f  t h e i r  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  a n d  P e t r o  S t a r  J V  i s  u n a b l e  o r  

u n w i l l i n g  t o  g i v e  t h e  S t a t e  a d e q u a t e  

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

w i t h i n  f i v e  D a y s  o f  a r e q u e s t  f o r  s u c h  a n  

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

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

c i r c u m s t a n c e s ;  o r

(vi) A n y  r e p r e s e n t a t i o n  o r  w a r r a n t y  m a d e  b y  P e t r o  

S t a r  J V  i n  t h i s  A g r e e m e n t  w a s  m a t e r i a l l y  

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

( v i i ) P e t r o  S t a r  J V ' s  f a i l u r e  o r  i n a b i l i t y  f o r  a n y  

r e a s o n  ( i n c l u d i n g  r e a s o n s  b e y o n d  P e t r o  S t a r  

J V ' s  c o n t r o l )  t o  m a i n t a i n  t h e  S e c u r i t y

-  - -  \ r-_ Vft-TTTW ' W '
t
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d e s c r i b e d  i n  A r t i c l e  X V ,  n o t w i t h s t a n d i n g  

P e t r o  S t a r  J V ' s  c o n t i n u i n g  w i l l i n g n e s s  a n d  

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

c o v e n a n t s  u n d e r  t h e  A g r e e m e n t .

7 . 2  F a i l u r e  t o  P a v  D e b t s .  I f  P e t r o  S t a r  J V  b e c o m e s  

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

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

e v i d e n c e d ) , P e t r o  s t a r  J V  w i l l  i m m e d i a t e l y  g i v e  n o t i c e  o f  t h a t  

f a c t  t o  t h e  S t a t e .  W h e t h e r  t h a t  n o t i c e  i s  g i v e n ,  i f  P e t r o  S t a r  

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

o t h e r w i s e  b e c o m e  i n s o l v e n t ,  t h e  S t a t e ' s  o b l i g a t i o n  t o  t e n d e r  a n d  

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

t e r m i n a t e  w i t h o u t  a n y  r e q u i r e m e n t  o f  n o t i c e  o r  o t h e r  a c t i o n  b y  

t h e  S t a t e ;  h o w e v e r ,  P e t r o  S t a r  J V  w i 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  

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

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

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

t h i r t y  D a y s  a f t e r  r e c e i p t  o f  P e t r o  S t a r  J V ' s  n o t i c e  or, i f  n o  

n o t i c e  is g i v e n ,  a f t e r  t h e  S t a t e  o t h e r w i s e  b e c o m e s  a w a r e  (as 

d e t e r m i n e d  i n  t h e  S t a t e ' s  s o l e  d i s c r e t i o n )  o f  P e t r o  S t a r  J V ' s  

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

P e t r o  S t a r  J V ,  t o  r e i n s t a t e  a l l  o f  t h e  S t a t e ' s  a n d  P e t r o  S t a r  

J V ' 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  r e t r o a c t i v e l y  t o  t h e  d a t e  

o f  t e r m i n a t i o n .

7 . 3  S t a t e ' s  R e m e d i e s .  I f  a n y  E v e n t  o f  D e f a u l t  o c c u r s  

o r  i f  t h e  S t a t e ' s  o b l i g a t i o n  t o  t e n d e r  a n d  s e l l  O i l  u n d e r  t h i s
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A g r e e m e n t  i s  t e r m i n a t e d  o r  s u s p e n d e d ,  a l l  P e t r o  S t a r  J V ' s  

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

A g r e e m e n t  w i l l  i m m e d i a t e l y  b e  d u e  a n d  p a y a b l e  i n  f u l l .  I n  

a d d i t i o n ,  P e t r o  S t a r  J V  w i l l  i n d e m n i f y  a n d  h o l d  t h e  S t a t e  

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

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

e x p e n s e s  ( i n c l u d i n g  r e a s o n a b l e  a t t o r n e y ' s  f e e s  a n d  d i s b u r s e m e n t s )  

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

t e r m i n a t i o n ,  o r  s u s p e n s i o n .  T h e  S t a t e  s h a l l  h a v e  t h e  r i g h t  

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

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

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

p e r f o r m a n c e .

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

o c c u r r e n c e  o f  a n y  E v e n t  o f  D e f a u l t :  (1) m a y  d i s p o s e  t o  t h i r d  

p a r t i e s  R o y a l t y  O i l  t o  b e  t e n d e r e d  a n d  s o l d  u n d e r  t h i s  A g r e e m e n t  

a n d  (2) m a y  r e l e a s e  P e t r o  S t a r  J V  f r o m  t h e  i n - s t a t e  p r o c e s s i n g  

o b l i g a t i o n s  s e t  f o r t h  i n  A r t i c l e  2 . 1 3  u n t i l  t h e  E v e n t  o f  D e f a u l t  

n o  l o n g e r  e x i s t s  o r  t h e  o b l i g a t i o n  o f  P e t r o  S t a r  J V  t o  t a k e  O i l  

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

p a r t i e s ,  o r  i f  P e t r o  S t a r  J V  i s  r e l e a s e d  f r o m  A r t i c l e  2 . 1 3 ,  

w h e t h e r  o r  n o t  t h i s  A g r e e m e n t  i s  t e r m i n a t e d ,  P e t r o  S t a r  J V  w i l l  

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

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

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

e x p e n s e s  ( i n c l u d i n g  r e a s o n a b l e  a t t o r n e y s '  f e e s  a n d  c o s t s ) ,  a n d
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l o s s e s  i n c u r r e d  b y  t h e  S t a t e  a r i s i n g  o u t  o f  t h e  E v e n t  o f  D e f a u l t  

o r  d i s p o s i t i o n .

7 . 4  P e t r o  S t a r  J V ' s  E x c l u s i v e  R e m e d i e s .  U p o n  a n y  

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

c o v e n a n t s  o r  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 ,  P e t r o  S t a r  J V  

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

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

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

t h i s  A g r e e m e n t .

A R T I C L E  V I I I  

D I S P O S I T I O N  O F  O I L

8 .1 D i s p o s i t i o n  o f  O i l  U p o n  D e f a u l t  o r  T e r m i n a t i o n .  

P e t r o  S t a r  J V  r e c o g n i z e s  t h a t  t h e  S t a t e  m a y  b e  r e q u i r e d  t o  g i v e  

s i x  M o n t h s  n o t i c e  u n d e r  t h e  U n i t  A g r e e m e n t  ( o r  n i n e t y  D a y s  i f  

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

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

D a i l y  R o y a l t y  O i l  t o  b e  t a k e n  i n - k i n d .  P e t r o  S t a r  J V  a g r e e s  t h a t  

t h e  S t a t e ' s  e l e c t i o n  t o  i n v o k e  i t s  r i g h t s  t o  r e t u r n  t o  t a k i n g  i t s  

R o y a l t y  O i l  i n - v a l u e  o n  l e s s  t h a n  s i x  M o n t h ' s  p r i o r  n o t i c e ,  o r  t o  

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

t h e  S t a t e ' s  s o l e  d i s c r e t i o n .  N o t w i t h s t a n d i n g  t e r m i n a t i o n  o f  t h i s  

A g r e e m e n t  f o r  a n y  r e a s o n ,  P e t r o  S t a r  J V  s h a l l  c o n t i n u e  t o  t a k e  

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

p r i c e  s e t  f o r t h  i n  t h i s  A g r e e m e n t  f o r  u p  t o  s i x  M o n t h s  f o l l o w i n g  

t e r m i n a t i o n  i f  t h e  S t a t e ,  i n  i t s  s o l e  d i s c r e t i o n ,  s o  r e q u i r e s .
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8 . 2  I n a b i l i t y  t o  R e c e i v e  O i l .  I f  f o r  a n y  r e a s o n  P e t r o  

S t a r  J V  i s  u n a b l e  o r  r e f u s e s  t o  a c c e p t  o r  r e c e i v e  a n y  O i l  

t e n d e r e d  u n d e r  t h i s  A g r e e m e n t ,  P e t r o  S t a r  J V  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  r e s p o n s i b l e  f o r  t h e  d i s p o s a l  o f  t h a t  O i l  a n d  f o r  

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

a c c e p t e d  b y  P e t r o  S t a r  J V  u n l e s s  t h e  S t a t e ,  i n  i t s  s o l e  

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

t h e  o b l i g a t i o n s  o f  P e t r o  S t a r  J V  u n d e r  S e c t i o n  8 . 2  a n d  S e c t i o n

2 . 1 0 ,  P e t r o  S t a r  J V  s h a l l ,  i f  t h e  S t a t e  r e q u e s t s ,  a s s i g n  t o  t h e  

S t a t e  a l l  r i g h t ,  t i t l e  a n d  i n t e r e s t  o f  P e t r o  S t a r  J V  u n d e r  a n y  

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

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

t h i s  A g r e e m e n t  t h r o u g h  a n d  a w a y  f r o m  t h e  K u p a r u k  P i p e l i n e  a n d  t h e  

T r a n s  A l a s k a  P i p e l i n e  S y s t e m ;  p r o v i d e d , t h a t  t h e  S t a t e  s h a l l  n o t  

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

L e a s e s ,  A g r e e m e n t s ,  c o n t r a c t s ,  c h a r t e r  p a r t i e s  o r  o t h e r  

a r r a n g e m e n t s  u n l e s s ,  a n d  t o  t h e  e x t e n t  t h a t ,  t h e  S t a t e  s h a l l  

a c t u a l l y  e x e r c i s e  i t s  r i g h t s  t o  s u c c e e d  t o  P e t r o  S t a r  J V ' s  

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

8 .3 N o  R i g h t  t o  S t o r a g e  o r  U n d e r l i f t .  P e t r o  S t a r  J V  

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

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

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

a n y  o t h e r  a g r e e m e n t .
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A R T I C L E  I X  

W A I V E R

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

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

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

t o  r e q u i r e  t h a t  p e r f o r m a n c e  i n  t h e  f u t u r e .  A  w a i v e r  o r  e s t o p p e l  

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

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

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

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

i n  n a t u r e .

A R T I C L E  X  

V A L I D I T Y

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

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

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

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

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

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

t h a t  p a r t y  m a y  t e r m i n a t e  t h i s  A g r e e m e n t  b y  n o t i c e  t o  t h e  o t h e r .

A R T I C L E  X I  

F O R C E  M A J E P R E  A N D  C H A N G E  I N  C O N D I T I ON

1 1 . 1  E f f e c t  o f  F o r c e  M a j e u r e .  E x c e p t  f o r  P e t r o  S t a r  

J V ' s  o b l i g a t i o n s  t o  p a y  f o r  O i l  t e n d e r e d  a n d  t o  a c c e p t  a n d
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d i s p o s e  o f  R o y a l t y  O i l ,  n e i t h e r  p a r t y  s h a l l  b e  l i a b l e  f o r  a n y  

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

s u b s t a n t i a l  p a r t ,  b y  f o r c e  m a j e u r e .  T h e  t e r m  " f o r c e  m a j e u r e "  

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

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

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

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

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

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

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

a g e n c i e s ,  e p i d e m i c s ,  l a n d s l i d e s ,  l i g h t n i n g ,  e a r t h q u a k e s , f i r e s ,  

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

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

a n y  o t h e r  e v e n t  o r  c o n d i t i o n ,  w h e t h e r  o f  t h e  k i n d  h e r e i n  

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

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

m a t e r i a l  o b l i g a t i o n  o f  P e t r o  S t a r  J V  i s  e x c u s e d  o r  s u s p e n d e d  b y  a 

f o r c e  m a j e u r e  f o r  t h r e e  h u n d r e d  s i x t y - f i v e  s u c c e s s i v e  D a y s  o r  

m o r e ,  t h e  S t a t e  w i l l  h a v e  t h e  r i g h t  t o  t e r m i n a t e  t h i s  A g r e e m e n t .  

B e f o r e  t h e  S t a t e  e x e r c i s e s  i t s  r i g h t  t o  t e r m i n a t e ,  t h e  S t a t e  a n d  

P e t r o  S t a r  J V  s h a l l  i n  g o o d  f a i t h  n e g o t i a t e  t o  r e s t o r e  t h e  

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

t h e  o c c u r r e n c e  o f  t h e  f o r c e  m a j e u r e  c o n d i t i o n .

1 1 . 2  R e s p o n s i b i l i t y .  I f  a p a r t y  b e l i e v e s  t h a t  f o r c e  

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

o t h e r  p a r t y  o f  i t s  c l a i m  o f  f o r c e  m a j e u r e .  I f  f o r c e  m a j e u r e



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

w i t h  r e a s o n a b l e  d i l i g e n c e .  E x c e p t  f o r  P e t r o  S t a r  J V ' s  

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

O i l ,  t h e  d i s a b l e d  p a r t y ' s  o b l i g a t i o n s  t o  p e r f o r m  t h a t  a r e  

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

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

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

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

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

p a r t y  h a v i n g  t h e  d i f f i c u l t y .

A R T I C L E  X I I  

N O T I C E S

1 2 . 1  M e t h o d . A l l  n o t i c e s ,  r e q u e s t s ,  d e m a n d s  o r  

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

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

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

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

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

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

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

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

f o l l o w s :

I f  t o  t h e  S t a t e :  S t a t e  o f  A l a s k a

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  

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 K  9 9 8 0 1
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C o m m i s s i o n e r  o f  R e v e n u e  

P . O .  B o x  S

J u n e a u ,  A K  9 9 8 1 1 - 0 4 0 0

a n d

D i r e c t o r ,  D i v i s i o n  o f  O i l  a n d  G a s  

P . O .  B O X  1 0 7 0 3 4  

A n c h o r a g e ,  A K  9 9 5 1 0 - 0 7 3 4

I f  t o  P e t r o  S t a r  J V :  A t t n :  S t e p h e n  I. L e w i s
P e t r o  S t a r  V a l d e z  V e t  I n c> ry .Joint V e n t u r e

n .O. U o x  hi 0 3 0

F a i r b a n k s ,  A l a s k a  o o 7 0 b  _______

T e l e c o p y  N u m b e r :  ( 0f>?) 4 74-° 5 0 3

and

1 2 . 2  C h a n g e  o f  A d d r e s s .  E a c h  p a r t y  m a y  c h a n g e  i t s  

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

A R T I C L E  X I I I  

R P L E S  A N D  R E G P L A T I O N S  

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

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

t h e  S t a t e  o f  A l a s k a ,  a n d  a n y  d u l y  c o n s t i t u t e d  o f  t h e  S t a t e  o f  

A l a s k a .

A R T I C L E  X I V  

S O V E R E I G N  PO W E R  O F  T H E  S T A T E

T h i s  A g r e e m e n t  s h a l l  n o t  b e  i n t e r p r e t e d  a s  a  l i m i t  o n  

t h e  S t a t e  o f  A l a s k a ' s  e x e r c i s e  o f  a n y  o f  i t s  s o v e r e i g n  o r  

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

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

o v e r  t h e  L e a s e s .  I t s  e x e r c i s e  o f  a n y  s o v e r e i g n  o r  r e g u l a t o r y  

p o w e r  w i l l  n o t  o p e r a t e  o r  b e  d e e m e d  t o  e n l a r g e  a n y  r i g h t s  o f
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P e t r o  S t a r  J V  o r  t o  l i m i t  o r  i m p a i r  a n y  o b l i g a t i o n s  o r  l i a b i l i t y  

o f  P e t r o  S t a r  J V  u n d e r  t h i s  A g r e e m e n t .

A R T I C L E  X V  

S E C P R I T Y

O n e  h u n d r e d  n i n e t y  D a y s  b e f o r e  t h e  D a t e  o f  F i r s t  

D e l i v e r y ,  P e t r o  S t a r  J V  s h a l l  c a u s e  t o  b e  i s s u e d  a n d  d e l i v e r e d  t o  

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

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

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

i n s t i t u t i o n  o f  t h e  U n i t e d  S t a t e s  ( " I s s u e r " ) , w h i c h  i s  i n s u r e d  b y  

t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  a n d  h a s  a n  a g g r e g a t e  

c a p i t a l  a n d  s u r p l u s  o f  n o t  l e s s  t h a n  O n e  H u n d r e d  M i l l i o n  D o l l a r s  

( $ 1 0 0 , 0 0 0 , 0 0 0 ) ,  o r  o t h e r  b a n k i n g  i n s t i t u t i o n  a c c e p t a b l e  t o  t h e  

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

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

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

t o t a l  a m o u n t  o f  O i l  t o  b e  t e n d e r e d  b y  t h e  S t a t e  t o  P e t r o  S t a r  J V  

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

D e l i v e r y .  T h e  l e t t e r  o f  c r e d i t  s h a l l  b e  i n  a  f o r m  s a t i s f a c t o r y  

t o  t h e  C o m m i s s i o n e r ,  b u t  i n  a n y  e v e n t  s h a l l  n o t  r e q u i r e  a n y  

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

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

C o m m i s s i o n e r  o r  h i s  d e s i g n e e  a n d  t h e  A t t o r n e y  G e n e r a l  o f  t h e  

S t a t e  o f  A l a s k a  o r  h i s  d e s i g n e e  t h a t  P e t r o  S t a r  J V  i s  l i a b l e  t o



t h e  S t a t e  f o r  a  s u m  e q u a l  t o  t h e  a m o u n t  o f  s u c h  d r a f t ,  a n d  t h a t  

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

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

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

n i n e t y  D a y s  a f t e r  t h e  d a t e  o f  t h e  l a s t  d e l i v e r y  o f  R o y a l t y  O i l .

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

C o m m i s s i o n e r  i n  h i s  s o l e  d i s c r e t i o n ,  i s  n o t  r e c e i v e d  n i n e t y  D a y s  

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

P e t r o  S t a r  J V  s h a l l  b e  d e e m e d  t o  h a v e  m a t e r i a l l y  b r e a c h e d  t h i s  

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

A r t i c l e  7 . 1 ,  a n d  a l l  o b l i g a t i o n s  o f  P e t r o  S t a r  J V  a c c r u e d ,  b u t  

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

i m m e d i a t e l y  b e c o m e  d u e  a n d  p a y a b l e  i n  f u l l .

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

c l a i m s  a g a i n s t  P e t r o  S t a r  J V  a n d  d o e s  a s s e r t  t h o s e  c l a i m s  i n  a n  

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

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

t h e  S t a t e ' s  r e q u e s t  ( w h e t h e r  o r  n o t  P e t r o  S t a r  J V  m a y  d e n y ,  

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

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

S t a r  J V  s h a l l  a l s o  a u t o m a t i c a l l y  i n c r e a s e  t h e  p r i n c i p a l  f a c e  

a m o u n t ,  w i t h o u t  r e q u e s t  f r o m  t h e  S t a t e ,  w h e n e v e r  t h e  f a c e  a m o u n t  

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

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

n i n e t y  D a y s  o f  O i l  t e n d e r s .  P e t r o  S t a r  J V  m a y  d e c r e a s e  t h e  

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

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

n i n e t y  D a y s  o f  O i l  t e n d e r s .

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

p r e s e n t e d  t o  t h e  I s s u e r  u p  t o  a n d  i n c l u d i n g  t h e  9 0 t h  D a y  a f t e r  

t h e  l a s t  d e l i v e r y  o f  R o y a l t y  o i l  t o  P e t r o  S t a r  J V  u n d e r  t h i s  

A g r e e m e n t .  T h e  C o m m i s s i o n e r  m a y  a c c e p t  s u c h  o t h e r  o r  a d d i t i o n a l  

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

p r o t e c t  t h e  S t a t e .

A R T I C L E  X V I  

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

P e t r o  S t a r  J V  a g r e e s  t o  e m p l o y  A l a s k a  r e s i d e n t s  a n d  

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

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

A g r e e m e n t .  " A l a s k a  r e s i d e n t "  m e a n s  a n  i n d i v i d u a l  w h o  h a s  r e s i d e d  

i n  A l a s k a  f o r  o n e  y e a r  a t  t h e  t i m e  o f  e m p l o y m e n t  a n d  " A l a s k a  

c o m p a n i e s "  m e a n s  c o m p a n i e s  i n c o r p o r a t e d  i n  A l a s k a  o r  w h o s e  

p r i n c i p a l  p l a c e  o f  b u s i n e s s  i s  i n  A l a s k a .

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

t h e n  P e t r o  S t a r  J V  a g r e e s  t o  e m p l o y  A l a s k a  r e s i d e n t s  a n d  A l a s k a  

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

b e  c o n s t i t u t i o n a l .
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A R T I C L E  X V I I  

A P P L I C A B L E  LAW

1 7 . 1  A l a s k a  L a w .  T h i s  A g r e e m e n t  s h a l l  b e  g o v e r n e d  b y  

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

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

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

1 7 . 2  S u b m i s s i o n  t o  J u r i s d i c t i o n .  A n y  l e g a l  a c t i o n  o r  

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

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

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

s i t t i n g  i n  t h e  S t a t e  o f  A l a s k a ,  a n d  P e t r o  S t a r  J V  h e r e b y  

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

a c t i o n  o r  p r o c e e d i n g .

A R T I C L E  X V I I I  

W A R R A N T IE S

T h e  p u r c h a s e  a n d  s a l e  o f  R o y a l t y  O i l  i s  s u b j e c t  o n l y  t o  

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

a n d  t h e  S t a t e  d i s c l a i m s  a n d  P e t r o  S t a r  J V  w a i v e s  a l l  o t h e r  

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

A R T I C L E  X I X  

A M E N D M E N T

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

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

p a r t i e s .  A n y  a m e n d m e n t  w h i c h  a p p r e c i a b l y  r e d u c e s  t h e

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

t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a .

A R T I C L E  X X  

S U C C E B 8 0 R 8  A N D  A 8 S I G N 8

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

s h a l l  b e  m a d e  b y  e i t h e r  p a r t y  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  t h e  

o t h e r  p a r t y .  T h e  C o m m i s s i o n e r  o r  h i s  d e s i g n e e  m a y  g r a n t  o r  d e n y  

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

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

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

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

A R T I C L E  X X I  

H E A D I N G S

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

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

A R T I C L E  X X I I  

R E C O R D S

2 2 . 1  P r e s e r v a t i o n  o f  R e c o r d s .  P e t r o  S t a r  J V  w i l l  

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

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

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

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

d a t e  o f  t r a n s a c t i o n  o r  l a s t  a d j u s t m e n t  r e l a t i n g  t o  t h e
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t r a n s a c t i o n .  P e t r o  S t a r  J V  w i l l  a l s o  m a i n t a i n  a n d  p r e s e r v e  a l l  

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

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

p e r f o r m a n c e  o f  v a r i o u s  p a r t s  o f  t h i s  A g r e e m e n t .  N e i t h e r  P e t r o  

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

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

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

A g r e e m e n t .  P e t r o  S t a r  J V  s h a l l  e i t h e r  m a i n t a i n  i t s  r e c o r d s  

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

S t a t e  a t  P e t r o  S t a r  J V ' s  p r i n c i p a l  o f f i c e  i n  t h e  S t a t e  o f  A l a s k a  

w i t h i n  t h i r t y  D a y s  a f t e r  w r i t t e n  r e q u e s t  b y  t h e  S t a t e .

2 2 . 2  I n s p e c t i o n  o f  R e c o r d s  o f  P a r t i e s .  P e t r o  S t a r  J V  

a n d  t h e  S t a t e  w i l l  a c c o r d  t o  e a c h  o t h e r  a n d  t o  t h e i r  a u t h o r i z e d  

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

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

i n d e x e s  d i r e c t l y  r e l a t i n g  t o  P e t r o  S t a r  J V ' s  o r  t h e  S t a t e ' s  

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

t h e  p a r t y  f r o m  w h i c h  a c c e s s  i s  d e s i r e d  s o  t h a t  t h e  o t h e r  p a r t y  

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

r e c o r d s ,  b o o k s ,  d o c u m e n t s  a n d  i n d e x e s .  T h e  S t a t e  s h a l l  n o t  b e  

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

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

r e g u l a t i o n .  I f  t h e  i n f o r m a t i o n  o b t a i n e d  b y  t h e  S t a t e  m a y  b e  h e l d  

c o n f i d e n t i a l  u n d e r  s t a t e  o r  f e d e r a l  l a w  o r  r e g u l a t i o n ,  P e t r o  S t a r  

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

a n d  t h e  S t a t e  w i l l  k e e p  t h i s  i n f o r m a t i o n  c o n f i d e n t i a l .
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A R T I C L E  X X I I I  

I N T E R P R E T A T I O N  O F  T E R M S  A N D  C O N D I T IO N S

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

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

A g r e e m e n t ,  P e t r o  S t a r  J V  w i l l  p r e s e n t  t h e  a r g u m e n t s  s u p p o r t i n g  

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

T h e  C o m m i s s i o n e r  w i l l  s u b s e q u e n t l y  i s s u e  a  f i n d i n g  o n  t h e  m e a n i n g  

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

f o r t h  t h e  b a s i s  f o r  h i s  c o n c l u s i o n s .  P e t r o  S t a r  J V  a g r e e s  t o  

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

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

A R T I C L E  X X I V  

C O U N T E R P A R T S

T h i s  A g r e e m e n t  m a y  b e  e x e c u t e d  i n  m u l t i p l e  

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

s a m e  c o u n t e r p a r t .  E a c h  c o u n t e r p a r t  s h a l l  b e  d e e m e d  t o  b e  a n  

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

s a m e  i n s t r u m e n t .
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State of A laska )
) ss.

Third Judicial  District )

THIS IS TO CERTIFY that on t h e  3  day of March,
1992, b e f o r e  me appeared T- the p erson w ho has
been lawfully authorized as the of ft W:- a **-.«- w a-A* j.

~SV to execute this document; that S w  i
executed that d ocument u n d e r  legal a u t h o r i t y  and w i t h  k n o w le dge 
of its contents; and that this act w a s  p e r f o r m e d  freely and 
v o l u n t a r i l y  upon the premi s e s  and for the p u r p o s e s  s t ated in the 
d o c u m e n t .

Witness my hand  and official seal the d a y  and year 
in this A g r e e m e n t  first above written.

N o t a r y  Public in and foi\ Alaska 

My commis s i o n  expires: (0 • ̂ -MH
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State of A laska
) s s .

Third J u d i c i a l  District )

THIS IS TO CERTIFY that on the __2 _ _  day of March
1992, b e f o r e  appeared  ̂ the person w h o  has
been lav/fully author i z e d  as the .cV__________  of ?v W,- -.Vr-r

to execute this document; that it* T, t-<-^ i s 
e xecuted t h a t  document u n d e r  legal a u t h ority and with k n o w l e d g e  
of its contents; and that this act was p e r f o r m e d  freely and 
v o l u n t a r i l y  upon the p r e m i s e s  and for the p u r pos es stated in the 
d o c u m e n t .

Witness  m y  h a n d  and official seal this day and 
year in this A g r e ement first above written.

No' j _________   A l a s k a

My commission  expires: 16 • ̂  'L'H
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THIS IS T O  C E RT IFY that on t h e  day of March

State of Alaska )
) ss.

Third Judicial District )

- H i .
S T O  CE

1992, before appeared ]\jlUP the p erson whe^has
^e§n lawfully author i z e d  as the i i U / w ^ v ^ ________  of —

ip execute t h i s  document; t h a t  __________________________
ex^cute&Jthat d o c ument u n d e r  legal a u t h o r i t y  and w i t h  knowledge 
of its contents? and th at this a c t  was p e r f o r m e d  freely and 
voluntarily upon  the p r e m i s e s  and for the p u r p o s e s  stated in the 
document.

Witness  m y  hand and offic i a l  seal this day and 
year in this A g r e emen t first a b o v e  written.

N o t a r y  P u b l i c  in and for Alas ka 

M y  c o m m i s s i o n  expires;



.

State of Alaska

T hird Judici al District )

)
) s s .

J2  day of MarchTHIS IS TO CERTIFY that on the
1992, before me appeared 3ato>o ^tuv\ \______ , the person v/ho has
been lawfully authorized as the   of ,-vtcYic
yUc,'\ to execute this document; that ~jqcd) '4dain.s
executed that document under legal a u t h ority and with k n o w led ge 
of its contents; and that this act was per fo r m e d  freely and 
v o l u n t a r i l y  u pon the premises and for the purposes stated in the 
document.

Witness m y  hand and official seal the d ay and year 
in this A g r e e m e n t  first above written.

( _ W -
N otary Public in and fob A l a s k a  

My  commis s i o n  expires: \0 W
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'V.

State of A l a s k a  )

)
Third J u d icial District )

s s .

THIS IS TO C E RTIFY t h a t  on the
1992, b ef ore m e  appeared  S. .fiurnS_____
been law fully a u t h o r i z e d  as the r.̂ r- \J. P.

to e x ecute this document; that r\Q mes

d a y  of March,
the p e r s o n  w h o  has

  o f  ..H fl-'-Do.r:____
5_ . B u r n s

execut ed t h a t  d o c u m e n t  u n d e r  legal a u t h o r i t y  and w i t h  k n o w l e d g e  
of its contents; and t h a t  th is act w a s  p e r f o r m e d  freely and 
v o l u n t a r i l y  u p o n  the p r e m i s e s  and for p u r p o s e s  stated in the 
d o c u m e n t .

W i t n e s s  m y  h a n d  and o f f icial seal the d a y  and year 
in this A g r e e m e n t  first a b o v e  written.

N o t a r y  P u blic in and for A laska 

M y  c o m m i s s i o n  expires:
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EXHIBIT A. INTEREST CALCULATION EXAMPLE
Numbers in ihis exhibit arc illustrative. They do not represent accurate values that may have existed in 
the past or arc foiecastcd for any time in the future. Companies A and B represent the illustrative 
Kuparuk netback values for ARCO and BP. Consistent with Section 2.3, the average monthly Kuparuk 
Netback of other lessees arc not included in the price calculation.

Mechanics of the calculations include:
1. The annual interest rate specified in legislation is converted to a daily rate for calculations.
2. Credits are applied to the next monthly payment. Payment for an underpayment is due within 10 

days of the time the bill is received, and interest on underpayments stops accruing when payment 
is received

E x a m p l e  1. Initial Billing

Assumptions
1. Month is February
2. Royalty Oil delivered to Petro Star JV in January = 800,000 bbls
3. Bill Received by Petro Star JV on February 10th; Payment due to State on February 20th.

Offtake for Calculating Price to Petro Star JV:
Monthly Average Monthly
Reported Kuparuk Netback

Lessee Offtake plus Field Costs
Company A (Arco or BP) 3.000,000 bbls $10.5000/bbl
Company B (other of ARCO or BP) 4,500.000 bbls $10.7575/bbl

Total for Calculating Price: 7,500,000 bbls Weighted Average: $10.6545/bbl

Notes and Calculations
There are other lessees in the Kuparuk Unit, but their offtake is not used for calculating the price to Petro 

Star JV.
Volume-weighted average price under Section 2.3 of the Agreement =

= ($10.5000/bbl x 3.000.000 bbls) + ($10.7575/hbl x 4,500.000 bbls) = $10.6545/bbl
7,500,000 bbls

Billing
If billing received Feb. 10th: payment due Feb. 20th = 800,000 bbls x $ 10.6545/bbl = $8,523,600.00

Exhibit A, Page 1



E x a m p l e  2. Initial A d j u s t m e n t

Assumptions
1. Month is March.
2. Royalty Oil delivered to Petro Star JV dunng January = 800,000 bbls
3. Annual interest rale charged member banks for advances by 12lh Federal Reserve District

as of January 1 rate assumed to be 5%. Annual interest rate for contract =11%
4. Petro Star receives notice of credit as of March 3rd.

R evised  Offtake for Calculating January Price to Petro Star JV:
Revised 
Monthly 
Reported 
OfftakeLessee

Company A (Arco or BP)
Company B (other of ARCO or BP)

Total for Calculating Price:

3.200.000 bbls
4.500.000 bbls
7.700.000 bbls Weighted Average:

Revised
Average Monthly 
Kuparuk Netback 
plus Field Costs 
$10.5003/bbl 
$10.7500/bb l 
$10.6461/bbl

Notes and Calculations
Volume-weighted average price under Section 2.3 of the Agreement =

= ($10.5000/bbl x 3.200.000 bbls) + ($10.7500/bbl x 4.500.000 bbls) = $10.6461/bbl
7,700,000 bbls

Billing
Revised January bill = 800,000 bbls x $10.6461/bbl 
Amount paid =
Overpayment for January =

Difference between date when Petro Star notified of credit (March 3rd) and 
original due date (February 20th) = 12 days 

Interest due = $6,720.00 x (11%/366)*12 = ($24.24)
Credit due Petro Star for next month’s billing = ($6,744.24)

$8,516,880.00
$8.523.600.00

($6,720.00)
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E x a m p l e  3. S u b s e q u e n t  A d j u s t m e n t

This adjustment is assumed to occur after truc-up of BP expenses, a rcopcncr for one of the Royalty 
Settlement Agreements, or for some other reason. It is assumed to occur in June 5th,

Assumptions
1. Month is June.
2. Royalty Oil delivered to Puro Star JV during January = 800,(XX) bbls
3. Annual interest rate charged member banks for advances by 12lh Federal Reserve District

as of January 1 assumed to be 5%; as ol April 1. 7%. Annual interest rate for contract =11%
for first quarter; 12% for second quarter

4. Petro Star JV receives notice of underpayment on June 5th.

Revised Offtake for Calculating January  Price to Petro Star JV:

Lessee
Company A tArco or BP)
Company B (other of ARCO or BP)

Total for Calculating Price:

3,200,(XX) bbls
4.500.000 bbls
7.700.000 bbls Weighted Average:

Revised
Monthly
Reported
Offtake

Revised
Average Monthly 
Kuparuk Netback 
plus Field Costs 
$10.60051bbl 
$10.7500/bbl 
$10.6879/bbl

Notes and Calculations
Volume-weighted average price under Section 2.3 of the Agreement =

= ($10.6005/bbl x 3,200,000 bbls) + ($10.7500/bbl x 4.500.000 bbls) = $10.6879/bbl
7,700,000 bbls

Billing
Revised January bill = 800,000 bbls x $10.6879/bbl = 
Amount paid =
Underpayment for January =

$8,550,320.00 
$8,516,880.00 

$ 33,440.00

Days of interest in first quarter (Feb. 20th through March 31st) = 40 
Days of interest in second quarter (April 1 through June 5th) = 66 
Interest for first quarter = $33,440.00 x (11%/366) x 40 =
Interest for second quarter = ($33,440.00 + $402.01) x (12%/366) x 66 = 
Payment from Petro Star due state within 10 days of receiving bill =

$402.01 
$732.32 

$J4,574.33


