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

c o m p e l l e d  b y  t h e  s t a t u t e  t o  a c t  i n  s i x t y  d a y s .  Who w i l l  a n a l y z e  

t h e  p r o p o s e d  c r e d i t  a n d  r e p r e s e n t  t h e  s t a t e ' s  i n t e r e s t ?  How c a n  

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

a  m u l t i m i l l i o n  d o l l a r  c a p i t a l  e x p e n d i t u r e ?  T h e r e  i s  no c o n c e i v ­

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

t h a t  t h e  e x p e n d i t u r e s  ? r e  n o t  i n  t h e  s t a t e ' s  i n t e r e s t .  Any  

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

sp aw n  a d d i t i o n a l  l i t i g a t i o n .

T h e  l e g i s l a t u r e  u n d e r s t a n d a b l y  h a s  r e q u i r e d  l e g i s l a t i v e  

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

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

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

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

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

c a p i t a l  c r e d i t s .  T h e r e  may b e  b i z a r r e  r e s u l t s .  F o r  e x a m p l e ,  

MAPCO i s  t h e  m a j o r  c u s t o m e r  o f  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a ­

t i o n .  H o w e v e r ,  w i t h  t h e  b e n e f i t  o f  c a p i t a l  c r e d i t s  t o  make t h e  

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

i t s  N o r t h  P o l e  r e f i n e r y  ( T e s o r o  g e n e r a t e s  e l e c t r i c i t y  a t  

N i k i s k i ) . E l e c t r i c a l  g e n e r a t i o n  p a i d  f o r  w i t h  c a p i t a l  c r e d i t s  

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

w o u l d  sh ow  b e n e f i t s  t o  t h e  s t a t e .  U n f o r t u n a t e l y ,  i t  w o u l d  b e  a 

d i s a s t e r  f o r  G V E A ' s  o t h e r  c u s t o m e r s .  T h e i r  r a t e s  w o u l d  r i s e



s i g n i f i c a n t l y  b e c a u s e  f i x e d  c o s t s  now p a i d  b y  MAPCO w o u l d  b e  

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

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

e x p e n d i t u r e s  t o  t h e  RIK o i l  p u r c h a s e r s .
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THIS AGREEMENT i s  d a t e d  f o r  r e f e r e n c e  p u r p o s e s  D e c e m b e r  

1 5 ,  1 9 9 2 ,  b y  a n d  b e t w e e n  T e s o r o  A l a s k a  P e t r o l e u m  Company ( " T e s o r o  

A l a s k a " ) ,  T e s o r o  P e t r o l e u m  C o r p o r a t i o n  ( " T e s o r o  P e t r o l e u m " )  a n d  the 

S t a t e  o f  A l a s k a  ( " S t a t e " ) .  T e s o r o  A l a s k a  and T e s o r o  P e t r o l e u m  are 

r e f e r r e d  t o  c o l l e c t i v e l y  a s  T e s o r o .

RECITALS

T e s o r o  A l a s k a  an d t h e  S t a t e  a r e  p a r t i e s  t o  f o u r  

A g r e e m e n t ( s )  f o r  t h e  S a l e  a n d  P u r c h a s e  o f  O i l  ( c o l l e c t i v e l y  t h e  

" R I K  A g r e e m e n t s " ) ,  t w o  c w h i c h  w e r e  e n t e r e d  i n t o  a s  o f  March 10,  

1 9 8 0 ,  a n d  t w o  o f  w h i c h  w e r e  r e s p e c t i v e l y  e n t e r e d  i n t o  a s  o f

F e b r u a r y  2 6 ,  1 9 8 2 ,  a n d  D e c e m b e r  9,  1 9 8 3 .  T he  RIK A g r e e m e n t s

p r o v i d e  f o r  t h e  s a l e  t o  T e s o r o  A l a s k a  o f  o i l  w h i c h  t h e  S t a t e  t a k e s  

i n  k i n d  a s  i t s  r o y a l t y  f r o m  o i l  p r o d u c e d  b y  S t a t e  l e s s e e s  ("ANS 

L e s s e e s " )  o f  A l a s k a  N o r t h  S l o p e  (" A N S ") P r u d h o e  Ba y o i l  f i e l d s ;

T h e  R IK  A g r e e m e n t s  p r o v i d e ,  g e n e r a l l y ,  t h a t  T e s o r o

A l a s k a ' s  p u r c h a s e  p r i c e  f o r  t h e  o i l  i s  t h e  same am ou nt  t h e  S t a t e  

w o u l d  h a v e  r e c e i v e d  f r o m  i t s  ANS L e s s e e s ,  hajeT t h e  S t a t e  e l e c t e d  

i n s t e a d  t o  t a k e  i t s  r o y a l t y  p a y m e n t  i n  m o n e y ;

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

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

( " P r i c e  A d j u s t m e n t  C l a u s e s " )  t o  r e f l e c t  t h e  o u t c o m e  o f  l i t i g a t i o n  

t h e  S t a t e  i n i t i a t e d  i n  1 9 7 7  a g a i n s t  ANS L e s s e e s ,  o r i g i n a l l y

S E T T L E M E N T  AGREE M E N T

T ESORO



c a p t i o n e d  S t a t e  o f  A l a s k a  v .  Amerada H e s s  C o r p o r a t i o n ,  qr. ’ 

J u n e a u  S u p e r i o r  C o u r t  C i v i l  A c t i o n  No. 7 7 - 8 4 7 ,  a n d  l a t e r  c a p t i o n e d  

t h e  ANS R o y a l t y  L i t i g a t i o n  ( " ANS R o y a l t y  L i t i g a t i o n 11) .  In  t h e  ANS 

R o y a l t y  L i t i g a t i o n , t h e  S t a t e  c o n t e n d e d  t h e  ANS L e s s e e s  m i s r e p o r t e d  

t h e i r  r o y a l t y  p a y m e n t s  u n d e r  t h e  ANS L e a s e s ;

On N o v em be r  2 5 ,  1 9 8 6 ,  N a t u r a l  R e s o u r c e s  C o m m i s s i o n e r

E s t h e r  C. W u n n i c k e  i s s u e d  f i n d i n g s  ( t h e  " W u n n i c k e  F i n d i n g s " )  

g o v e r n i n g  T e s o r o  A l a s k a ' s  l i a b i l i t y  u n d e r  t h e  P r i c e  A d j u s t m e n t  

C l a u s e s .  I n  D ec e m b e r  1 9 8 6 ,  T e s o r o  A l a s k a  i n i t i a t e d  an a c t i o n  

a g a i n s t  t h e  S t a t e  i n  A n c h o r a g e  S u p e r i o r  C o u r t ,  C i v i l  A c t i o n  No. 

3AN- 8 6 - 1 5 2 9 8  ( " RIK L i t i g a t i o n " ) .  I n  t h e  RIK L i t i g a t i o n . T e s o r o  

A l a s k a  j u d i c i a l l y  c h a l l e n g e d  t h e  W u n n i c k e  F i n d i n g s  an d o b t a i n e d  a 

remand t o  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  Commi. s i o n e r  L e n n i e  

G o r s u c h  i s s u e d  f i n d i n g s  on remand ( t h e  " G o r s u c h  F i n d i n g s " )  w h i c h  

a f f i r m e d  t h e  W u n n i c k e  F i n d i n g s .  T e s o r o  A l a s k a  a p p e a l e d  t h e  G o r s u c h  

F i n d i n g s  i n  t h e  RIK L i t i g a t i o n . B r i e f s  a r e  p e n d i n g ;

T h e  ANS o i l  r o y a l t y  c l a i m s  i n  t h e  ANS R o y a l t y  L i t i g a t i o n  

h a v e  r e c e n t l y  b e e n  s e t t l e d ;  and

T e s o r o  A l a s k a  and t h e  S t a t e  d e s i r e  b y  t h i s  A g r e e m e n t :  (a)  

t o  r e s o l v e  a n d  s e t t l e  a l l  c l a i m s  a s s e r t e d  i n  t h e  R IK L i t i g a t i o n ; 

(b) t o  r e s o l v e  an d s e t t l e  a l l  c l a i m s  f o r  r e t r o a c t i v e  p r i c e  

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

t h r o u g h  D e c e m b e r  3 1 ,  1 9 9 1 ;  and (c )  t o  p r o v i d e  f o r  t h e  p a y m e n t  o f  

t h o s e  r e t r o a c t i v e  p r i c e  a d j u s t m e n t s  an d t h e  i n t e r e s t  d u e  t h e r e o n .

T E SO R O  S E T T L E M E N T  A G R E E M E N T /2
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F o r  and i n  c o n s i d e r a t i o n  o f  t h e  c o v e n a n t s  and upon the 

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

S t a t e  s e t t l e  an d r e s o l v e  a l l  c l a i m s  a s s e r t e d  b y  T e s o r o  A l a s k a  i n  

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

o f  t h e  RIK L i t i g a t i o n , e a c h  p a r t y  t o  b e a r  i t s  own c o s t s  and 

a t t o r n e y ' s  f e e s .  T h e  d i s m i s s a l  s h a l l  b e  w i t h  p r e j u d i c e  a s  t o  a l l  

m o n e t a r y  c l a i m s  r e l a t i n g  t o  t h e  RIK A g r e e m e n t s  t h r o u g h  D e c e m b e r  3 1 ,

1 9 9 1 ;  p r o v i d e d  t h a t  n e i t h e r  p a r t y  s h a l l  b e  p r e c l u d e d ,  on r e s -  

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

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

p r o c e d u r a l  and  d u e - p r o c e s s  c l a i m s  and i s s u e s  w h i c h  w e r e  a d d r e s s e d  

i n  t h e  RIK L i t i g a t i o n ;  b u t  e i t h e r  p a r t y  may c i t e  t h e  d e c i s i o n s  

r e n d e r e d  i n  t h e  RIK L i t i g a t i o n  a s  p r e c e d e n t  f o r  t h e  c o u r t ' s  

g u i d a n c e .

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

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

D e c e m b e r  3 1 ,  1 9 9 1 ,  i s  t h e  am o u n t  o f  $ 1 4 1 , 9 0 1 , 9 4 6  ( " R e t r o a c t i v e

P r i c e  A d j u s t m e n t " ) ,  i n c l u d i n g  i n t e r e s t  t h r o u g h  D e c e m b e r  3 1 ,  1 9 9 2 .  

C a l c u l a t i o n  o f  t h e  R e t r o a c t i v e  P r i c e  A d j u s t m e n t  i s  shown i n  E x h i b i t

1 .  T h e  R e t r o a c t i v e  P r i c e  A d j u s t m e n t  i s  t h e  f u l l  am ount ( i n c l u d i n g  

i n t e r e s t  t h r o u g h  D e c e m b e r  3 1 ,  1 9 9 2 )  owed u n d e r  t h e  P r i c e  A d j u s t m e n t  

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

TESORO SETTLEMENT AGREEMENT/3

1 . S e t t l e m e n t  o f  RIK L i t i g a t i o n . T e s o r o  A l a s k a  and t h e

2 . R e t r o a c t i v e  P r i c e  A d j u s t m e n t . T h e  p a r t i e s  a g r e e

TESORO 3
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1 a c c o r d a n c e  w i t h  t h e  W u n n i c k e  F i n d i n g s  a n d  t h e  G o r s u c h  F i n d i n g s ,  o f  

t h i s  a m o u n t ,  $ 9 7 , 0 6 0 , 5 0 1  i s  f o r  o i l  p u r c h a s e d  and r e f i n e d  b y  T e s o r o  

a t  i t s  A l a s k a  R e f i n e r y  ( " T e s o r o  P o r t i o n " )  and $ 4 4 , 8 4 1 , 4 4 5  i s  f o r  

o i l  p u r c h a s e d  b y  T e s o r o  and s o l d  t o  C h e v r o n  U . S . A .  I n c .  ( " C h e v r o n  

P o r t i o n " ) . T he  R e t r o a c t i v e  P r i c e  A d j u s t m e n t ,  a s  s t a t e d  a b o v e ,  i s  

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

p a r t y .

3.  P a y m e n t  P r o v i s i o n  -  T e s o r o  P o r t i o n.  i n  f u l l

s a t i s f a c t i o n  o f  T e s o r o  A l a s k a ' s  l i a b i l i t y  t o  p a y  t h e  R e t r o a c t i v e  

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

T e s o r o  P o r t i o n  on t h e  f o l l o w i n g  s c h e d u l e :

A . Lump Sum P a y m e n t

On J a n u a r y  1 9 ,  1 9 9 3 ,  T e s o r o  w i l l  p a y  t h e  S t a t e  Ten

M i l l i o n  Two H u n d re d S e v e n t y  T h r e e  T h o u s a n d  N i n e  H u n d r e d  F i f t y  S i x  

D o l l a r s  ( $ 1 0 , 2 7 3 , 9 5 6 ) .

B. C e n t s  P e r  B a r r e l  P a y m e n t s

F o r  e a c h  m on th o f :

1 9 9 3
19 94
1 9 9 5
1 9 9 6
1 9 9 7
1 998
19 9 9
2000 
2001
2002 an d l a t e r

TESORO SETTLEMENT AGREEMENT/4

T e s o r o  w i l l  p a y  f o r  e a c h  
b a r r e l  o f  R e f i n e r y  T h r o u g h p u t  
( a s  d e f i n e d  b e l o w ) :

1 6  c e n t s  
1 6  c e n t s  
1 6  c e n t s  
24 c e n t s  
24 c e n t s
30 c e n t s
3 1  c e n t s
32 c e n t s
33 c e n t s
34 c e n t s  e s c a l a t i n g ,  

s u b j e c t  t o  s u b p a r a g r a p h  
C b e l o w

T E S O R O
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The  c e n t s  p e r  b a r r e l  p a y m e n t s  f o r  e a c h  month s h a l l  be  

p a i d  b y  t h e  2 0 t h  d a y  o f  t h e  f o l l o w i n g  m o n t h .  T e s o r o  s h a l l  make t h e  

p a y m e n t  w i t h o u t  i n v o i c e  fro m t h e  S t a t e  and s h a l l  i n c l u d e  w i t h  i t s  

p a y m e n t  a s t a t e m e n t  s h o w i n g  t h e  " R e f i n e r y  T h r o u g h p u t "  f o r  t h e  p r i o r  

month..

" R e f i n e r y  T h r o u g h p u t "  means t h e  t o t a l  number o f  b a r r e l s  

m e a s u r e d  an d r e p o r t e d  f o r  e a c h  month o f  a l l  f e e d s t o c k s  ( n o t  j u s t  

ANS o i l )  c h a r g e d  t o  t h e  " A l a s k a  R e f i n e r y "  c r u d e  d i s t i l l a t i o n  

u n i t ( s ) .  T he  t e r m  " R e f i n e r y  T h r o u g h p u t "  s h a l l  h a v e  t h e  same 

m e a n i n g  a s  t h e  t e r m  h a s  i n  T e s o r o ' s  1 S 9 1  SEC Form 1 0 - K  a n d  T e s o r o ' s  

1 9 9 1  a n n u a l  r e p o r t  t o  s h a r e h o l d e r s .  T h e  " A l a s k a  R e f i n e r y "  means  

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

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

l o c a t e d  a t  N i k i s k i ,  A l a s k a ,  more p a r t i c u l a r l y  d e s c r i b e d  i n  t h e  d e e d  

o f  t r u s t  a t t a c h e d  a s  E x h i b i t  3.

T h e  S t a t e  s h a l l  h a v e  f u l l  r i g h t  on r e a s o n a b l e  n o t i c e  t o  

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

o f  t h e  m e a s u r e m e n t  o»- m e t e r i n g  m e t h o d s  u s e d  t o  m e a s u r e  R e f i n e r y  

T h r o u g h p u t .  I f  i t  i s  d e t e r m i n e d  t h a t  t h e  m e a s u r e m e n t  o r  m e t e r i n g  

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

b e  a d j u s t e d  a t  T e s o r o ' s  e x p e n s e .  I f  t h e  m e a s u r e m e n t  o r  m e t e r i n g  

m e th od  u n d e r - r e p o r t e d  t h e  R e f i n e r y  T h r o u g h p u t ,  T e s o r o  s h a l l  make a 

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

o r  m e t e r i n g  m e t h o d  o v e r - r e p o r t e d  t h e  R e f i n e r y  T h i r o u g h p u t ,  t h e  S t a t e
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o f  A l a s k a  s h a l l  c r e d i t  T e s o r o ,  i n  e a c h  c a s e  i n  an amount e q u a l  t o  

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

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

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

" A d j u s t m e n t  P e r i o d " ) .  T he  " C h a n g e  i n  R e f i n e r y  T h r o u g h p u t "  means  

t h e  r a t e  o f  e r r o r  i n  t h e  m e a s u r e m e n t  o r  m e t e r i n g  m e th od t i m e s  

R e f i n e r y  T h r o u g h p u t  d u r i n g  t h e  A d j u s t m e n t  P e r i o d  and  s h a l l  be  

d e e m e d  t o  be  s p r e a d  p r o - r a t a  o v e r  t h e  A d j u s t m e n t  P e r i o d .  The  

s u p p l e m e n t a l  p a y m e n t  o r  c r e d i t  s h a l l  b e  made w i t h i n  30 d a y s  a f t e r  

t h e  C h a n g e  i n  R e f i n e r y  T h r o u g h p u t  i s  d e t e r m i n e d  a nd  made known t o  

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

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

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

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

t h e  A d j u s t m e n t  P e r i o d  an d t h e  d e n o m i n a t o r  o f  w h i c h  i s  7 3 0 .  The  

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

i n t e r e s t  a n n o u n c e d  b y  u h e  Bank o f  A m e r i c a ,  N . T .  a n d  S . A . ,  o f  San  

F r a n c ’ s c o ,  C a l i f o r n i a ,  a s  i t s  p r i m e  r a t e  f o r  e a c h  d a y  d u r i n g  t h e  

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

C . F i n a l  P a y m e n t  an d M o n t h l y  P a y m e n t  O p t i o n

On t h e  s e c o n d  b u s i n e s s  d a y  o f  J a n u a r y  2 0 0 2 ,  T e s o r o  s n a i l  

p a y  t h e  S t a t e  S i x t y  M i l l i o n  D o l l a r s  ( $ 6 0 , 0 0 0 , 0 0 0 . 0 0 )  u n l e s s  T e s o r o  

e l e c t s  t o  c o n t i n u e  t h e  c e n t s  p e r  b a r r e l  p a y m e n t s .  I f  T e s o r o  d o e s
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n o t  make t h e  $60 m i l l i o n  p a y m e n t  i n  J a n u a r y  2 0 0 2 ,  T e s o r o  s h a l l  

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

i n c r e a s e  b y  1 c e n t  e a c h  y e a r ,  f o r  e a c h  b a r r e l  o f  R e f i n e r y  

T h r o u g h p u t .  F o r  e x a m p l e ,  t h e  r a t e  f o r  2002 s h a l l  b e  34 c e n t s  p e r  

b a r r e l ,  t h e  r a t e  f o r  2003 w i l l  b e  35 c e n t s  p e r  b a r r e l ,  an d s o  on.  

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

m ak e s  t h e  $60 m i l l i o n  f i n a l  p a y m e n t .  T h e  $60 m i l l i o n  p a y m e n t  i s  a 

f i x e d  am ou n t  and w i l l  n o t  be r e d u c e d  b y  c e n t s  p e r  b a r r e l  p a y m e n t s .  

E x h i b i t  2 s h o w s  t h e  a n n u a l  amount o f  t h e  c e n t s  p e r  b a r r e l  p a y m e n t s  

a t  R e f i n e r y  T h r o u g h p u t  o f  25 m i l l i o n  b a r r e l s  p e r  y e a r ,  w h i c h  i s  

a p p r o x i m a t e l y  t h e  c u r r e n t  a n n u a l  R e f i n e r y  T h r o u g h p u t .  A c t u a l  

R e f i n e r y  T h r o u g h p u t  w i l l  v a r y  and t h e  p a y m e n t s  w i l l  t h e r e f o r e  v a r y .  

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

t h e  am o u n t  o f  t h e  T e s o r o  P o r t i o n .

On a n d  a f t e r  t h e  s e c o n d  b u s i n e s s  d a y  o f  J a n u a r y  '2002, 

T e s o r o  may f ro m  t i m e - t o - t i m e  p a r t i a l l y  p a y  t h e  $60 m i l l i o n  bond i n  

i n c r e m e n t s  o f  ° 1 5  m i l l i o n .  I f  a p a r t i a l  bo n d p a y m e n t  i s  made,  t h e  

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

e x a m p l e ,  i f  a  $30 m i l l i o n  bond p a y m e n t  i s  made on t h e  s e c o n d  

b u s i n e s s  d a y  o f  J a n u a r y  20 02 ,  t h e  c e n t s  p e r  b a r r e l  p a y m e n t s  f o r  

2002 s h a l l  b e  1 7  c e n t s ,  f o r  2003 ,  1 7 . 5  c e n t s ,  and  s o  o n .

T e s o r o  s h a l l  n o t i f y  t h e  S t a t e  b y  N o v e m b e r  30 ,  2 0 0 1  o f  t h  i 

am o u n t  o f  b o n d  p a y m e n t  i t  i n t e n d s  t o  make i n  J a n u a r y  2 0 0 2 .  T e s o r o
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s h a l l  a l s o  n o t i f y  t h e  S t a t e  a t  l e a s t  30 d a y s  i n  a d v  i n c e  o f  i t s  

i n t e n t i o n  t o  make a p a r t i a l  b o nd p a y m e n t .

D. B e g i n n i n g  D e c e m b e r  3 1 ,  1 9 9 3 ,  T e s o r o  may p r e p a y  i t s  

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

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

owed b u t  u n p a i d .

A t  D e c e m b e r  3 1  o f :

1 9 9 3
19 94
1 9 9 5
1 9 9 6
1 9 9 7
1 998
19 9 9
2000  
2001

P r e p a y m e n t  Amount f i n  m i l l i o n s ;

$ 8 0 . 2  
79 . 6
7 9 . 0  
7 6 . 6  
74 . 0
7 1 . 5
7 0 . 0
6 5 . 0
6 0 . 0

T h e  P r e p a y m e n t  Amount f o r  a n y  d a y  o t h e r  t h a n  y e a r  end  

w i l l  b e  c a l c u l a t e d  u s i n g  s t r a i g h t - l i n e  i n t e r p o l a t i o n  an d a 365 da y  

y e a r .  F o r  e x a m p l e ,  t h e  P r e p a y m e n t  Amount f o r  J a n u a r y  30, 1 9 9 6 ,

w i l l  b e  c a l c u l a t e d  a s  f o l l o w s :

S t e p  1 :  Y e a r - e n d  1 9 9 5  P r e p a y m e n t  Amount
Y a a r - e n d  1 9 9 6  P r e p a y m e n t  Amount  
D i f f e r e n c e

S 2 . 4 0 0 . 0 0 0  X 30 d a y s  = $ 1 9 7 , 2 6 0
365

S t e p  2:

S t e p  3:

P r e p a y m e n t  Amount @ J a n u a r y  30 ,  1 9 9 6

Y e a r - e n d  1 9 9 5  P r e p a y m e n t  Amount  
L e s s :  Amount fro m S t e p  2

$ 7 9 , 0 0 0 , 0 0 0  
7 6 , 0 0 0 . 0 0 0  

S 2 . 4 0 0 . 0 0 0

$79 , 00 0,000  
13 7 ,260

$ 7 8 . 8 0 2 . 7 4 0
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4 .  Payment P r o v i s i o n  -  C h e v r o n  P o r t i o n . T he  C h e v r o n

P o r t i o n  o f  t h e  R e t r o a c t i v e  P r i c e  A d j u s t m e n t  a r i s e s  b e c a u s e  T e s o r o  

A l a s k a  s o l d  o i l  p u r c h a s e d  u n d e r  t h e  RIK A g r e e m e n t s  t o  C h e v r o n  

U . S . A .  I n c .  ( " C h e v r o n " )  u n d e r  C h e v r o n  C o n t r a c t  No. 1 2 7 2 0 8 ,  a c o p y  

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

i n v o i c e  T e s o r o  A l a s k a  f o r  t h e  C h e v r o n  P o r t i o n ,  $ 4 4 , 8 4 1 , 4 4 5  p l u s  

i n t e r e s t  a c c r u e d  from D e c e m b e r  3 1 ,  1 9 9 2 .  T e s o r o  A l a s k a  w i l l  w i t h i n  

5 b u s i n e s s  d a y s  i n v o i c e  t h e  same am ount t o  C h e v r o n ,  and  r e q u e s t  

C h e v r o n  t o  make p a y m e n t  d i r e c t l y  t o  t h e  S t a t e .

T e s o r o  A l a s k a  w i l l  c o o p e r a t e  w i t h  t h e  S t a t e  i n  r e c o v e r i n g  

fro m C h e v r o n  t h e  C h e v r o n  P o r t i o n  o f  t h e  R e t r o a c t i v e  P r i c e  

A d j u s t m e n t .  T e s o r o  A l a s k a  w i l l  a t  t h e  S t a t e ' s  r e q u e s t  a s s i g n  t o  

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

c h a r a c t e r i z e d ,  u n d e r  C h e v r o n  C o n t r a c t  No. 1 2 7 2 0 8 .  T e s o r o  w a r r a n t s  

t h a t  C h e v r o n  C o n t r a c t  No.  1 2 7 2 0 8  i s  t h e  e n t i r e  c o n t r a c t  b e t w e e n  

T e s o r o  a n d  C h e v r o n ;  t h a t  E x h i b i t  4 a c c u r a t e l y  s t a t e s  t h e  number and  

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

c o n t r a c t ;  t h a t  t h e r e  h a v e  b e e n  no r e p r e s e n t a t i o n s  o r  a g r e e m e n t s ,  

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

h a s  n o t  made a n y  r e p r e s e n t a t i o n s ,  w a r r a n t i e s ,  o r  p r o m i s e s  t o  

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

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

l e s s  t h a n  t h e  C h e v r c n  P o r t i o n  ( $ 4 4 , 8 4 1 , 4 4 5  w i t h  i n t e r e s t  t h r o u g h  

D e c e m b e r  3 1 ,  1 9 9 2 ) ;  an d t h a t  T e s o r o  h a s  n o t  r e l e a s e d  C h e v r o n  from
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a n y  l i a b i l i t y  u n d e r  t h a t  c o n t r a c t ,  o r  r e a c h e d  an a c c o r d  and 

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

I f  t h e  S t a t e  i n i t i a t e s  an a c t i o n  a g a i n s t  T e s o r o  A l a s k a  t o  

r e c o v e r  t h e  C h e v r o n  P o r t i o n  o f  t h e  R e t r o a c t i v e  P r i c e  A d j u s t m e n t ,  

T e s o r o  A l a s k a  w i l l ,  i f  r e q u e s t e d  b y  t h e  S t a t e ,  and a t  T e s o r o ' s  own 

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

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

r e c o v e r y  o f  t h e  C h e v r o n  P o r t i o n  o f  t h e  R e t r o a c t i v e  P r i c e  

A d j u s t m e n t .  T e s o r o  A l a s k a ' s  d u t i e s  o f  c o o p e r a t i o n  s h a l l  n o t  

r e q u i r e  T e s o r o  A l a s k a  t o  t a k e  a l e a d e r s h i p  r o l e  i n  a n y  l i t i g a t i o n .  

T h e  S t a t e  s h a l l  a t  i t s  e x p e n s e  p r o s e c u t e  t h e  c l a i m  and  c o n t r o l  a l l  

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

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

n e c e s s a r y  t o  i n s u r e  t h a t  t h e  S t a t e ' s  i n t e r e s t s  a r e  p r o t e c t e d .  The  

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

c o s t s  i n c u r r e d  b y  T e s o r o  t o  p r o d u c e  d o c u m e n t s ,  t o  p r e s e n t  

w i t n e s s e s ,  o r  t o  o t h e r w i s e  a s s i s t  t h e  S t a t e  a s  r e q u e s t e d  b y  t h e  

S t a t e .  T e s o r o  a n d  t h e  S t a t e  a g r e e  e a c h  w i l l  b e a r  i t s  own c o s t s  and  

a t t o r n e y ' s  f e e s ;  n o t  t o  s e e k  t o  r e c o v e r  c o s t s  a n d  a t t o r n e y ' s  f e e s  

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

fev_ j  a n d  c o s t s  a g a i n s t  e i t h e r ,  n o t  t o  s e e k  t o  r e c o v e r  s u c h  an aw ard  

f ro m  t h e  o t h e r .

T h e  S t a t e ' s  s o l e  and e x c l u s i v e  r e c o u r s e  f o r  r e c o v e r y  o f  

t h e  C h e v r o n  P o r t i o n  o f  t h e  R e t r o a c t i v e  P r i c e  A d j u s t m e n t ,  and a l l
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i n t e r e s t  now o r  h e r e a f t e r  a c c r u e d ,  i s  r e c o v e r y  ( d i r e c t l y  or 

i n d i r e c t l y )  fro m C h e v r o n  o f  a m o u n t s  d u e  fro m  C h e v r o n .  No e t h e r  

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

5 .  C o l l a t e r a l . T h e  $60 m i l l i o n  p a y m e n t  o b l i g a t i o n

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

E x h i b i t  5 .  T h e  b o n d ,  t h e  c e n t s  p e r  b a r r e l  p a y m e n t s  ( i n c l u d i n g  an y  

c e n t s  p e r  b a r r e l  p a y m e n t s  owed b e c a u s e  t h e  $60 m i l l i o n  p a y m e n t  i s  

n o t  made on t h e  s e c o n d  b u s i n e s s  d a y  o f  J a n u a r y  2002) and a n y  

i n t e r e s t  owed u n d e r  P a r a g r a p h s  3 o r  13 w i l l  b e  s e c u r e d  b y  a d e e d  o f  

t r u s t  ( i n c l u d i n g  a U . C . C .  s e c u r i t y  a g r e e m e n t )  t o  t h e  A l a s k a  

R e f i n e r y  i n  t h e  for m  a t t a c h e d  a s  E x h i b i t  3.  F o r  p u r p o s e s  o f  t h e  

d e e d  o f  t r u s t ,  t h i s  A g r e e m e n t  s h a l l  b e  de em ed t o  b e  a n o t e .

G. S u b o r d i n a t i o n . T h e  r i g h t s  o f  t h e  S t a t e  and

o b l i g a t i o n s  owed t h e  S t a t e  u n d e r  t h i s  A g r e e m e n t  and  t h e  S t a t e ' s  

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

no more t h a n  $ 1 7 5  m i l l i o n  i n  o t h e r  o b l i g a t i o n s  o f  T e s o r o ,  a t  a n y  

o n e  t i m e  o u t s t a n d i n g ,  p l u s  E x p a n s i o n  D e b t  a s  d e f i n e d  b e l o w ,  on t h e  

t e r m s  a n d  t o  t h e  e x t e n t  p r o v i d e d  i n  E x h i b i t  7 .  " E x p a n s i o n  D e b t "  

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

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

t h e  A l a s k a  R e f i n e r y .

E x c e p t  a s  p r o v i d 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  

p a r a g r a p h ,  o t h e r  o b l i g a t i o n s  o f  T e s o r o  f o r  b o r r o w e d  mon ey ,  l e a s e  

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

b a l a n c e  s h e e t  o f  T e s o r o  u n d e r  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 ,  a n d  t h e  d e f e r r e d  p u r c h a s e  p r i c e  f o r  p r o p e r t y ,  p l a n t  and  
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e q u i p m e n t ,  o t h e r  t h a n  t r a d e  p a y a b l e s  i n  t h e  o r d i n a r y  c o u r s e  or  

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

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

l i m i t a t i o n ,  c e n t s  p e r  b a r r e l  p a y m e n t s ,  i n t e r e s t ,  an d t h e  S60 

m i l l i o n  bo nd ) owed t h e  S t a t e  u n d e r  t h i s  A g r e e m e n t .

7 .  D o cu m e n t  P r e s e r v a t i o n . S u b j e c t  t o  t h e  p r o v i s i o n s  o f  

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

w i l l  p r e s e r v e  u n t i l  J a n u a r y ,  1 9 9 7  i t s  d o c u m e n t s ,  d e p o s i t i o n s ,  wo rk  

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

( c o l l e c t i v e l y  "ANS R e c o r d s " )  r e l a t i n g  t o  t h e  S t a t e ' s  c l a i m s  a g a i n s t  

t h e  d e f e n d a n t s  i n  t h e  ANS R o y a l t y  L i t i g a t i o n . T h e  S t a t e  w i l l

r e s p o n d  t o  d i s c o v e r y  r e q u e s t s  c o n c e r n i n g  t h e  ANS R e c o r d s  i n

a c c o r d a n c e  w i t h  t h e  a p p l i c a b l e  C i v i l  R u l e s .

8.  F i n a n c i a l  R e p o r t i n g  -  T e s o r o  w i l l  w i t h o u t  r e q u e s t  by  

t h e  S t a t e  p r o v i d e  t h e  S t a t e  c o p i e s  o f  a l l  p r e s s  r e l e a s e s ,  a l l  

d o c u m e n t s  f i l e d  w i t h  t h e  S e c u r i t i e s  an d E x c h a n g e  C o m m i s s i o n

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

SEC For ms 10 K , 10Q a n d  8K, ( b u t  e x c l u d i n g  Form S - 8 )  T e s o r o ' s  A n n u a l  

R e p o r t  ( i f  n o t  p a r t  o f  SEC Form 10K) , a n d  a l l  d o c u m e n t s  s e n t  t o  

S h a r e h o l d e r s .

T e s o r o  s h a l l  a l s o  a d v i s e  t h e  S t a t e  a t  t h e  t i m e  t h e  

i n f o r m a t i o n  i s  made a v a i l a b l e  t o  t h e  p u b l i c  o f  a l l  M a j o r  F i n a n c i n g  

T r a n s a c t i o n s  a n d ,  on r e q u e s t ,  p r o v i d e  d o c u m e n t a t i o n  t o  t h e  S t a t e .  

A " M a j o r  F i n a n c i n g  T r a n s a c t i o n "  i s  t h e  i s s u a n c e  o f  a n y  s t o c k ,  b o n d ,  

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

t r a n s a c t i o n s  p u r s u a n t  t o  w h i c h  T e s o r o  w i l l  r e c e i v e  $ 1 0  m i l l i o n  o r  
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1 m ore ,  t h e  e x e c u t i o n  o f  a n y  l e a s e  i n  w h i c h  t h e  t o t a l  l e a s e  p a y m e n t s  

e x c e e d  $ 10  m i l l i o n ,  o r  t h e  e x e c u t i o n  o f  a n y  n o t e  o r  o t h e r  p r o m i s e  

t o  p a y  i n  w h i c h  t h e  p r i n c i p a l  amount e x c e e d s  $10  m i l l i o n .  The  

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

show t h e  f i n a n c i a l  c o n d i t i o n  o f  T e s o r o  an d t o  make r e q u e s t s  from  

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

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

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

i n f o r m a t i o n  p r o v i d e d  t o  i t  b y  T e s o r o  p u r s u a n t  t o  t h i s  p a r a g r a p h  8 

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

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

p u b l i c l y  a v a i l a b l e  t h r o u g h  no f a u l t  o f  t h e  S t a t e .  T h i s  F i n a n c i a l  

R e p o r t i n g  p r o v i s i o n  i s  a c o m p r o m i s e  b y  t h e  S t a t e  o f  i t s  r e q u e s t  f o r  

a s e a t  on t h e  T e s o r o  B o a r d  o f  D i r e c t o r s  and s h a l l  be b r o a d l y  

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

k n o w l e d g e  o f  T e s o r o ' s  f i n a n c i a l  c o n d i t i o n  a n d  a f f a i r s .

9 .  R e l e a s e  o f  C l a i m s . E x c e p t  a s  o t h e r w i s e  p r o v i d e d  i n  

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

T e s o r o  f r o m  a n y  a n d  a l l  c l a i m s  known o r  unknown, a s s e r t e d  o r  

u n a s s e r t e d ,  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 e  RIK A g r e e m e n t s ,  

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

owed f o r  o i l  p u r c h a s e d  a f t e r  D ecem b er  3 1 ,  1 9 9 1 )  i n c l u d i n g ,  w i t h o u t  

l i m i t a t i o n ,  T e s o r o ' s  c l a i m  t h a t  i t  i s  e n t i t l e d  t o  a r e f u n d  o f  

r e s e r v a t i o n  f e e s  u n d e r  t h e  RIK A g r e e m e n t  d a t e d  D e c e m b e r  9, 1 9 8 3 ,
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and T e s o r o ' s  c l a i m  t h a t  i s  o r  may b e  e n t i t l e d  t o  a r e f u n d  f o r  

t h e  F i e l d  C o s t  A l l o w a n c e  p a i d  p u r s u a n t  t o  t h e  RIK A g r e e m e n t s .  The  

S t a t e  r e s e r v e s  a l l  c l a i m s  f o r  p a y m e n t  o f  t h e  C h e v r o n  P o r t i o n  and  

t h e  T e s o r o  P o r t i o n  o f  t h e  R e t r o a c t i v e  P r i c e  A d j u s t m e n t ,  s u b j e c t  t o  

t h e  p r o v i s i o n s  o f  t h i s  A g r e e m e n t .  T h i s  A g r e e m e n t  d o e s  n o t  s e t t l e ,  

c o m p r o m i s e ,  o r  l i m i t  t h e  r i g h t s  o f  T e s o r o  A l a s k a  an d t h e  S t a t e  t o  

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

c o n c e r n i n g  t h e  TAPS Q u a l i t y  Ba nk.

1 0 .  A u t h o r i t y . T e s o r o  r e p r e s e n t s  t h a t  i t s  B o a r d  o f  

D i r e c t o r s  h a s  a p p r o v e d  t h e  e x e c u t i o n  o f  t h i s  A g r e e m e n t  (w hich  

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

f i n a n c i n g  s t a t e m e n t  an d s e c u r i t y  a g r e e m e n t )  a s  shown b y  a t t a c h e d  

E x h i b i t  6 a nd  t h a t  t h e  p e o p l e  s i g n i n g  t h i s  A g r e e m e n t  on i t s  b e h a l f  

a r e  f u l l y  a u t h o r i z e d  t o  do s o .  T e s o r o  f u r t h e r  r e p r e s e n t s  t h a t  a l l  

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

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

v i o l a t e  a n y  l a w  o r  o t h e r  A g r e e m e n t  b y  T e s o r o .  T h e  S t a t e  r e p r e s e n t s  

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

a u t h o r i z e d  t o  d o  s o ,  a n d  t h a t  no f u r t h e r  a p p r o v a l s  a r e  r e q u i r e d .  

T h e  A t t o r n e y  G e n e r a l  r e p r e s e n t s  t h a t  l e g i s l a t i v e  a p p r o v a l  u n d e r  t h e  

p r o v i s i o n s  o f  AS 3 8 . 0 6 . 0 5 5 ,  a n d  r e v i e w  and r e c o m m e n d a t i o n  o f  t h e  

A l a s k a  R o y a l t y  O i l  an d G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  u n d e r  AS 

3 8 . 0 6 . 0 5 0 ,  a r e  n o t  r e q u i r e d .
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1 1 .  N o t i c e s . W r i t t e n  n o t i c e s  u n d e r  t h i s  A g r e e m e n t  s h a l l

be g i v e n  b y  m a i l ,  e x p r e s s  c o u r i e r ,  o r  FAX t r a n s m i s s i o n ,  t o  t h e

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

f o l l o w i n g  a d d r e s s e s  an d FAX n u m b e r s ,  ( o r  t o  s u c h  new

r e p r e s e n t a t i v e s ,  a d d r e s s e s ,  o r  FAX n u m be r s  a s  a r e  d e s i g n a t e d  i n

w r i t i n g  b y  t h e  p a r t y  m a k i n g  a c h a n g e ) :

I f  t o  t h e  S t a t e :

C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  
400 W i l l o u g h b y  A v e n u e , F i f t h  F l o o r  
J u n e a u ,  A l a s k a  9 9 8 0 1  
(FAX: 9 0 7 / 5 8 6 - 2 7 5 4 )

and

D i r e c t o r ,  D i v i s i o n  o f  O i l  and Ga s  
Box 1 0 - 7 0 3 4
A n c h o r a g e ,  A l a s k a  9 9 5 1 0
(FAX: 9 0 7 / 5 6 2 - 5 2 6 9  an d 9 0 7 / 5 6 2 - 3 8 5 2 )

I f  t o  T e s o r o :

P r e s i d e n t
T e s o r o  A l a s k a  P e t r o l e u m  Company  
323 0 C S t r e e t  
A n c h o r a g e ,  A l a s k a  99503  
(FAX: 9 0 7 / 5 6 1 - 5 0 4 7 )

P r e s i d e n t
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A l l  n o t i c e s  s h a l l  b e  e f f e c t i v e  upon c o n f i r m e d  r e c e i p t .

1 2 .  D e f a u l t  Upon d e f a u l t  i n  p a y m e n t  o f  a n y  o b l i g a t i o n  

owed u n d e r  t h i s  A g r e e m e n t  o r  r e p o r t i n g  u n d e r  P a r a g r a p h  3 w h i c h  

r e m a i n s  u n c u r e d  f o r  30 d a y s  a f t e r  w r i t t e n  n o t i c e  o f  d e f a u l t  

( " N o t i c e  o f  D e f a u l t " )  s p e c i f y i n g  t h e  am o u n t  i n  d i s p u t e  ( " D i s p u t e d  

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

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

t h e  d e e d  o f  t r u s t ,  and t h e  r i g h t  t o  a c c e l e r a t e ,  an d d e c l a r e  

i m m e d i a t e l y  d u e  and p a y a b l e ,  t h e  e n t i r e  u n p a i d  b a l a n c e  owed u nde r  

t h i s  A g r e e m e n t  u n l e s s  T e s o r o  p a y s  t h e  D i s p u t e d  Amount i n  f u l l  

w i t h i n  30 d a y s  f o l l o w i n g  t h e  w r i t t e n  N o t i c e  o f  D e f a u l t .

I f  T e s o r o  p a y s  t h e  D i s p u t e d  Amount i n  f u l l ,  T e s o r o  may 

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

p r o t e s t .  An y p o r t i o n  o f  t h e  p a y m e n t  f o u n d  n o t  t o  b e  owed s h a l l  be  

s u b j e c t  t o  r e f u n d  t o  T e s o r o .  An y r e f u n d  w i l l  b e  made a s  a c r e d i t  

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

s p e c i f i e d  i n  P a r a g r a p h  3 . B .  I f  T e s o r o  d o e s  n o t  i n i t i a t e  an a c t i o n  

i n  t h e  S u p e r i o r  C o u r t  o f  t h e  S t a t e  w i t h i n  180 d a y s  o f  p a y i n g  t h e  

D i s p u t e d  Am ou nt  t o  d e t e r m i n e  w h e t h e r  t h e  D i s p u t e d  Amount i s  owed,  

t h e  D i s p u t e d  Amo unt  s h a l l  b e  d e e m e d  owed t h e  S t a t e .

I f  T e s o r o  d o e s  n o t  p a y  t h e  D i s p u t e d  Amount i n  f u l l  and i f  

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

u n p a i d  b a l a n c e  s h a l l  be  c a l c u l a t e d  a s  f o l l o w s :

TESORO SETTLEMENT AGREEMENT/16
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21
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24

25

26

B.

I f  d e f a u l t  o c c u r s  b e f o r e  t h e  s e c o n d  b u s i n e s s  d a y  o f  2002,  

t h e  u n p a i d  b a l a n c e  s h a l l  b e  e q u a l  t o  1 1 0  p e r  c e n t  o f  t h e  

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

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

w r i t t e n  N o t i c e  o f  D e f a u l t .  I f  d e f a u l t  o c c u r s  p r i o r  t o  

D e c e m b e r  3 1 ,  1 9 9 3 ,  t h e  P r e p a y m e n t  Amount s h a l l  be

i n t e r p o l a t e d  f o r  19 93 a s  i f  t h e r e  h a d  b e e n  a P r e p a y m e n t  

Amount o f  $ 8 6 . 5  m i l l i o n  a t  D e c e m b e r  3 1 ,  1 9 9 2 .

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

2 0 0 2 ,  t h e  u n p a i d  b a l a n c e  s h a l l  b e  e q u a l  t o  $60 m i l l i o n  

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

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

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

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

P a r a g r a p h  3 . C .

1 3 .  P a y m e n t s  and I n t e r e s t . A l l  p a y m e n t s  d u e  u n d e r  t h i s  

A g r e e m e n t  f ro m  T e s o r o  s h a l l  b e  made b y  w i r e  t r a n s f e r  u n de r  

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

t h e  l i m i t e d  c i r c u m s t a n c e s  s p e c i f i e d  i n  P a r a g r a p h s  3 . B .  and  1 2 ,  a l l  

a m o u n t s  n o t  p a i d  when du e 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  be  due  

a s  an 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  d u e  a t  che r a t e  

f o r  r o y a l t y  p a y m e n t s  p r o v i d e d  i n  AS 3 8 . 0 5 .  1 3 5 ( d )  a s  i t  may be  

am e n d e d  f r o m  t i m e - t o - t i m e  ( " D e f a u l t  P . a t e " )  . T h e  " d a t e  d u e "  f o r

T E S O R O  S E T T L E M E N T  A G R E E M E N T /1 7
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c e n t s  p e r  b a r r e l  p a y m e n t s  i s  t h e  2 0 t h  d a y  o f  t h e  month f o l l o w i n g  

t h e  month t h e  b a r r e l s  a r e  c h a r g e d  t o  t h e  A l a s k a  R e f i n e r y  (a s  

p r o v i d e d  i n  P a r a g r a p h  3 . 3 . ) .

1 4 .  Forum F or  D i s p u t e  R e s o l u t i o n . 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  t h e  l a w s  o f  t h e  S t a t e .  A n y  l i t i g a t i o n  c o n c e r n i n g  

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

J u n e a u  u n l e s s  a n o t h e r  S t a t e  S u p e r i o r  C o u r t  i s  t h e  r e q u i r e d  forum.

1 5 .  No I n t e n d e d  T h i r d  P a r t y  B e n e f i c i a r i e s . No p e r s o n  or  

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

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

1 6 .  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  may be  e x e c u t e d  in  

m u l t i p l e  c o u n t e r p a r t s .  E a c h  c o u n t e r p a r t  s h a l l  b e  deemed t o  be an 

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

d o c u m e n t .

1 7 .  E f f e c t i v e  D a t e . T h i s  A g r e e m e n t  i s  d a t e d  December  

1 5 ,  1 9 9 2  f o r  r e f e r e n c e  p u r p o s e s .  I t  i s  e f f e c t i v e  when e x e c u t e d  by  

a l l  p a r t i e s  a n d  p a y m e n t  i s  made i n  a c c o r d a n c e  w i t h  p a r a g r a p h  3 . A.

T E S O R O  S E T T L E M E N T  A G R E E M E N T /1 8
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STATE OF A L A S K A

By:  v
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  

D a t e  S i q n e d : y ,  y  <y_y_______________

By: k  s  ■ I C -  C..  /.
A t t o r n e y  G e n e r a l  

D a t e  S i g n e d :  I  » I  I • ;?

STATE OF ALASKA  

THIRD J U D I C I A L  D IS T R IC T
) s s :

T h e  f o r e g o i n g  i n s t r u m e n t
d a y  o f 1993

nen t w a s a c k n o w l e d g e d  b
, by U .

e f o r e  me t h i s

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

TARY PUBLIC i n u ia  f o r  A l a s k a  
My c o m m i s s i o n  e x p i r e s :  / / -  7 c f "

STA T E OF ALASKA 

THIRD J U D I C I A L  D IS T R IC T
) s s :

/ f-a r  T h e ^ o r e g o i n g  i n s t r u m e n t  w as a c k n o w l e d g e d  b e f o r e  me t h i s
/ /  d a y  o f  ( j tis r U U lA u _______, 1 9 9 3 ,  b y  C tfA ^ L P J ______ £ $ U L .

1  f o r  i \A t t o r n e y  G e n e v a h e  S t a t e  o f  A l a s k a .

My commission expires:

T E S O R O  S E T T L E M E N T  A G R E E M E N T / 19
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LEUM COMPANY

T i t l e :  s r .Vice P r e s . , C h i e f  Cinancial  0f f . 
D a t e  S i g n e d :  1/15/93_________________

TESORO PETROl NATION

T i t l e :  Vice P r e s . , C h i e f  Financial  Off,  
D a t e  S i g n e d :  1/15/93________________

STATE OF TEXAS 

COUNTY OF BEXAR
) s s :

T h e  f o r e g o i n g  i n s t r u m e n t  w a s  a c k n o w l e d g e d  b e f o r e  me t h i s  
15th d a y  o f  January 1 9 9 3 ,  b y  Bruce A. Smith, Sr.  Vice P r e s . , C h ie f  Fin­

a n c i a l  O f f i c e r  o f  T e s o r o  A l a s k a  P e t r o l e u m  C om pa n y ,  a Delaware 
c o r p o r a t i o n ,  on b e h a l f  o f  t h e  c o r p o r a t i o n .

NOTARY 
My c o m m i s s i o n

U BL IC  i n  a n d 1T 1fra x as
; s i o n  e x p i r e ^ ^

STAT E OF TEXAS 

COUNTY OF BEXAR
) s s :

T h e  f o r e g o i n g  i n s t r u m e n t  w a s  a c k n o w l e d g e d  b e f o r e  me t h i s
1 5 t h d a y  o f  January , 1 9 9 3 ,  b y Bruce A. Smith,Vice P r e s . ,  Chief Financ

Of f i cer_________o f  T e s o r o  P e t r o l e u m  Corporation,  a DeLaware
c o r p o r a t i o n ,  on  b e h a l f  o f  t h e  c o r p o r a t i c

T E S O R O  S E T T 1

J \  y n o t a r y  PUBLIC i n  a n d  f o r  Texas.
ttr+ j My c o m m i s s i o n  e x p i r e s : ___________

I — / £  \ y f  \  \ \  r - \ "

•(♦■■I. r < " ,* *> 3
\ f y —  * - /

W  2 0
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Exhibit One to tne December 15, 1992 Agreement Between the State of Alaska and Tesoro

Summary of Retroactive Price Adjustments

Contract 
For Royalty 
In Kir.d 
Sales

Principal 
Amount of 
Retroactive 

Price 
Adjustments

Interest 
On Retroactive 

Price 
Adjustments thru 
December 31, 1992

Tesoro 1

Tesoro 2 
(Window)

Tesoro 4

Tesoro 5

Total

$ 574,649.36

<5 89,368.52)

586.056.558.93 

(S 5,596,228.33)

580.945.610.94

S 827,393.27

(S 132,754.88) 

564,950,523.75 

($ 4,688,826.79)

560,956,335.35

Chevron Portion 
from
Exnibit 3 521,311,854.71 523,529,590.31

Tesoro Portion S59,633,756.23 S57,426,745.04

Tesoro 1 is the RIK Agreement dated March 10, 1980.

Tesoro 2 is the RIK Agreement dated March 10, 1980.

Tesoro 4 is the RIK Agreement dateJ February 26, 1982.

Tesoro 5 is the RIK Agreement dated Oecember 9, 1933.

Exhibit i to the Settlement Agreement dated 12/15/92
Page -1*

Total
Interest
and

Principal

5 1,402,042.63

(5 222,123.40)

5 15 i,007.082.68 

(5 10,285,055.62)

5 141,901,946.29 

5 44,341,445.02

5 97,060,501.27
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Stare of Alaska 
Department of Natural Resources

01vis ion of Oil & Cas 
Royalty Accounting 

ANS Royalty Litigation 
Tesoro I 
7/80 - 6/81

Sales Volcme Value ANS Previous Price
:===3333=3=S3S3
Addi tional Due Date

:::2ai3s:=:
Interest Interest Total Royalty

Month Rebi11ing Value Del ta Royalty Rate i Interest
(a) (b) <c> (d) (e) (f) = (b-e) (9) (h) (i) = (f*h) (1) - (f* i)

3 i - j u i - a o 51,490,51 $23.28336 $23.4422000 ($.1588418) ( $3,178.86) 25-Aug-80 1.4854770 ( $12,149.51) ( $20,323.37
31-Aug-80 54,083.06 $23.42895 $23.1508000 $.2781489 $15,044.53 2S-Sep*80 1.4742816 $22,179.87 $37,224.40
30-Sep-80 58,927.31 S23.26332 $23.4596003 ($.1957812) ( $11,536.86) 27-Oct-80 1.4613035 ( $16,853.85) < $28,395.71
31-Oct-OO 66,435.02 $24.78306 $21.9199971 $2.8630582 $190,350.48 2S-HOV-80 1.4483048 $275,685.52 $466,036.00
30-NOV-80 69,563.12 $26.55444 $23.4709985 $3.0834392 $214,509.07 26-Oec-eO 1.4305248 $306,860.54 $521,369.61
31-Dec-80 80,672.66 $26.85779 $25.1093994 $1.7483933 $141,047.53 26-Jan-81 1.4123344 $199,206.28 $340,2S3.31

31-Jan-81 95,130.83 $26.97109 $25.9970303 $.9740632 $92,663.44 25-Feb*81 1.3952248 $129,286.33 $221,949.77
28-Feb-01 133,654.20 $27.53444 $26.9664000 $.5680424 $75,921.27 25-Mar-81 1.3804988 $104,809.22 $1n", 730.49
31-Mar-81 148,208.45 $26.51060 $26.7648007 ($.2542021) ( $37,674.91) 27-Apr-81 1.3638892 ( $51,384.40) ( ,059.31
30-Apr-01 142,570.39 $25.28252 $25.7756006 ($.49308S3) ( $70,299.37) 26-H«y-81 1.3475947 ( $94,735.06) ($.03,034.43
31-May-01 144,558.45 $24.96822 $24.9104001 $.0578234 $3,358.86 25*Jun*81 1.3307.522 $11,119.39 $19,478.25
30-Jun-81 144,581.19 $24.30548 $24.5514000 ($.2459228) ( $35,555.82) 27*Jul-81 1.3113481 ( $46,626.06) ( $82,181.e8

1,189,935.19 $574,649.36 $827,393.27 $1,402,042.63
s =S333333S3SSS

Mot«1: I n t e r m  c a lc u la te d  a t  th a  O ie a ic a l Back Prime ♦ 1.25X through Oecenbar 31, 1992.

Exhibit 1 to the Settlement Agreement dated 12/15/92
Page -2-
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State of Alaska 
Department of Natural Resources 

Division of Oil & Gas 
Royalty Accounting 

ANS Royalty Utigation 
Tesoro 2 
7/80

Sales
Month
(a)

Volcme

(b)

Value ANS 
R ebi11ing 

< c)

Previous
Value
<d)

Price
Delta
(e)

Additional 
Royalty 

(f) = (b*e)

Oue Date

<g>

Interest
Rate
(h)

Interest 

<i) = (f*h)

Total Royat t\ 
& Interest 

( j )  = ( f * i )

Jul-80 821,100.00 *23.28336 *23.3922000 (*.1088400) < *89,368.52) 2S-Aug-80 1.4854770 ( *132,754.88) ( *222,123.4

821,100.00 ( 189,368.52) ( *132.754.88) < *222,123.4:

Hotel: Interest calculated at the Chemical Bank Prime ♦ 1.25X through 0ec«4xr 31, 1992.

Exhibit 1 to the Settlement Agreement dated 12/15/92
Page *3-
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State of Alasxa 
Department of natural Resources 

Oivision of OiI & Gas 
Royalty Accounting 

ANS Royalty Litigation 
Tesoro A 

1/83 * 12/91

Sales VolLme Value ANS Previous Price Addi tional Due Date Interest Interest Total Royalty
uontn Rebi11ing Value Delta Royalty Rate 4 Interest
(a) (b) (c) <d) (e) (f) = (b'e) (9) (h) (i) = (f*h) (j) * ( f * i)

.an-83 321,399.64 *20.31249 *18.39776 51.9147340 *615,394.81 22-Feb-&3 1.220908 *751,340.37 51,366,735.1
:eb-83 1,109,574.11 *19.60251 *17.52234 *2.0801700 *2,308,102.78 21-Mar-83 1.210853 *2,794.773.35 *5,102,376.'
Mar-83 1,246,776.16 *18.65719 517.41716 *1.2400300 *1,546,039.84 20-Apr-83 1.199757 *1,854,872.41 *3,400,912.;
Apr-83 1,196,563.65 *18.92481 *17.36462 *1.3601900 *1,866,866.95 19-Kay-83 1.189031 *2,219,762.07 *4,086,629.1
May-83 1,181,275.82 *19.40777 *17.39682 *2.0109500 *2,375,486.62 17-Jen-33 1.178305 *2,799,048.07 *5,174,534.4
jun-83 1,166,470.20 *19.69008 *17.41944 *2.2706400 *2,645,633.91 18-Jul-93 1.166839 *3,090,530.34 *5,739,164.;
Jul-33 1,222,174.86 *19.98298 *17.59496 *2.3880200 *2,918,578.02 18-Aug-83 1.155223 *3,371,608.28 *6,290,186.2
Aug-83 1,217,181.73 *19.79360 *17.83058 *1.9130200 *2,328,493.00 19-Sep-83 1.142949 *2,661,348.67 *4,989,841.t
Sep-83 1,202,016.96 *19.42785 *17.87383 *1.5540200 *1,867,958.40 17-Oct-83 1.132209 *2,114,919.76 *3,982,878.'
Oct-83 1,244,795.81 *18.84870 *17.85697 S.9917300 *1,234,501.35 14-MOV-83 1.121470 *1,384,455.63 *2,618,956.c
mov-83 1,182,033.97 *18.48090 *17.67491 *.8059900 *952,707.57 16-0ec-83 1.109196 *1,056,738.99 *2,009,446.5
Dec-83 1,215,092.41 *18.70924 *17.81242 S.8968200 *1,089,719.17 16-Jan-84 1.097322 *1,195,772.71 *2,285,491.1

jar.-8A • 255,825.68 *19.01753 *17.86660 *1.1509300 *1,445,367.43 16-Feb-64 1.085464 *1,568,894.28 *3,014,261.
Feb-84 1,193,708.53 *19.64110 *17.90705 *1.7340500 *2,069,950.26 16-Mar-84 1.074371 *2,223,894.70 *4,293,844.
Har-8A 1,135,403.26 *19.74881 *17.94297 *1.8058400 *2,050,356.63 16-Apr-84 1.061953 *2,177,382.47 *4,227,739.
Apr-3A 1,265,120.47 *19.58553 *18.02256 *1.5629700 *1,977,345.34 14-Mey*84 1.050382 *2,076,967.97 *4,054,313..
May-84 1,303,557.28 *19.78100 *18.02271 *1.7582900 *2,292,031.75 18-Jun-84 1.035642 *2,373,723.36 *4,665,753.
jun-8A 1,181,561.73 *18.99653 *18.01692 S. 9796100 *1,157,469.68 16-Jul-84 1.023401 *1,184,555.78 *2,342,025.-
Jul-8A 1,252,521.73 *19.20651 *18.17485 *1.0316600 51,292,176.56 16-Aug-84 1.009849 *1,304,903.49 *2,597,080.1
Aug-8A 1,281,136.18 *19.29200 *18.01548 *1.2765200 *1,635,395.96 17-Sep-84 .9958602 *1,620,625.67 *3,264,021.1
Sep-8A 1,261,872.04 *19.25336 *18.27894 *.9744200 *1,229,593.34 15-Oct-84 .9837495 *1,209,611.83 *2,439,205.
Oct-84 1,266,755.27 *18.98730 *10.17555 *.8117500 *1,028,288.59 16-Mov-84 .970(5050 *997,959.18 *2,026,247.
Nov-W 1,237,987.65 *18.19660 *18.20488 (S.0082800) ( *10,250.53) 13-0CC-34 .9598424 ( *9,838.89) ( *20,089..
Dec-84 1,215,237.38 *17.36470 *17.77643 (S.4117500) ( *500,374.00) 14-Jan-85 .9477242 ( *474,216.53) ( *974,590.

Jan-85 1,170,751.42 *18.23941 *17.62629 S.6131200 *717,811.10 15-Feto-a5 .9358885 *671,791.18 *1,389,602.
Feb-85 1,205,115.20 *18.86657 *17.38082 *1.4857500 *1,790,499.92 15-Mar-a5 .9253324 *1,657,165.64 *3,447,665.
Mar-85 1,316,955.74 *18.86466 *17.51198 *1.3526800 *1,781,419.68 15-Apr-85 .9140666 *1,628,336.27 *3,409,755.
Apr-85 1,209,967.75 *18.08728 *17.58882 S. 4984600 *603,120.53 13-May-85 .9037105 *545,046.33 *1,148,166.
Hay-8S 1,335,049.54 *17.55982 *17.55832 S. 0015000 *2,002.59 17-Jun-85 .8911625 *1,784.63 *3,787..
Jun-85 1,291,504.16 *17.45807 *17.67344 (S.2153700) ( *278,151.25) 15-Jul-65 .8815735 ( *245,210.76) ( *523,362.1
Jul-85 1,280,713.16 *17.65742 *17.62213 *.0352900 *45,196.39 16-Aug-85 .8706146 *39,348.64 *84,545.C
Aug-85 1,256,828.23 *18.00424 *17.60805 *.3961900 *497.942.80 16-S«p-a5 .8599981 *428,229.88 *926,172.£
Sep-85 1,269,005.30 *18.33129 *17.70645 t.6248400 $792,925.31 15*Oct-85 .8500666 *674,039.34 *1,466,964.:
Oct-85 1,493,011.61 *19.16611 *17.62292 *1.5231900 *2,274,140.35 18-Hov-85 .8384228 *1,906,691.09 *4,180,831.
Nov-85 1,607,589.13 *18.31720 *17.63406 S.6821400 *961,580.42 16 Oec-85 .8288337 *796,990.30 *1,758,570.
Oec-85 1,486,972.06 *15.61598 *17.*.2589 (S2.0646600) (*3,070,091.73) 17-Jan* £-6 .8178748 (*2,510,950.79) ( *5,581,042.

Jan-86 1,494,069.87 *9.66918 *15.38528 (S5.7152200) (*8,538,938.02) 18-Feb-86 .8069159 (*6.890,205.17) ( *15,429,143.
Feb-86 1,364,163.38 *7.50356 *10.91660 (S3.4060400) (*4,646,395.03) 17-Mar-86 .7978200 (*3,706,987.10) ( *8,353,382.
Har-86 1,453,559.64 *5,08926 *7.20113 (S2.1125100) (*3,070,659.28) 14-Apr-06 .7886146 (*2,421,566.64) ( *5,492,225.
Apr-86 1,369,619.15 *6.09401 *5.93395 *.1379100 *188,856.59 16-May-B6 .7784502 *147,015.45 *335,872.
Hay-86 1,511,343.54 *5.49749 *4.94269 *.6291400 *950,846.68 16-Jur-Bt) .7686831 *730,899.74 *1,681,746.
Jun-86 1,428,582.04 *3.36392 *4.43210 (SI.0908600) (*1,558,383.00) 17-Jul-86 .7590118 (*1,182,831.13) ( *2,741,214.
Jul-86 1,503,199.62 *5.06418 *3.07684 *2.0830300 *3,131,209.90 15-Aug-86 .7502721 *2,349,259.43 S5,4£Q,469.
Aug-86 1,438,363.81 *6.91580 *3.70500 *3.2108000 *4,618,298.51 18*Sep*66 .7403543 *3,419,177.13 *8,037,475.
Sep-86 1,369,906.04 C6.74552 *5.55024 *1.1952800 *1,637,421.28 16-Oct-B6 .7322995 *1,199,082.78 *2,836,504.
Oct-86 1,.r 29,803.30 *6.88070 *5.72284 *1.1578600 *1,771,298.05 17-Nov-M .7230940 *1,280,815.03 *3,052,113.
Nov-86 1,441,020.40 *7.67025 55.78129 *1.8889600 *2,722,029.89 15-0«-86 .7150392 *1,946,358.14 *4,668,388
Oee-86 1,403,451.88 *9.82693 56.87661 *2.9503200 *4,140,632.15 16-Jan-87 .7058337 *2,922,597.90 *7,063,230

Notel: Interest ac the Bank of America Prime Rate plus 3X through Oecember 31, 1992.
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State of Alaska 
Department of natural Resources 

Oivision of Oil & Gas 
Royalty Accounting 

AMS Royalty Litigation 
Tesoro 4 

1/83 • 12/91

iales Volune Value AMS Previous Price Addi tional Due Date Interest Interest Total Royalty
lonth Rebi11ing Value Oel ta Royalty Rate S Interest
(a) (b) (c) <d> (e> (f> = (b*e) (g) (h) (i) = (f*h) (i) = (f»i)

Jan-87 1,593,025.58 $11.01265 58.81756 $2.1950900 53,496,834.51 17-Feb-67 .6966283 $2,435,993.76 $5,932,828.2/
Feb-87 1,325,702.91 $10.77027 59.32231 $.9479608 $1,256,714.38 16-Mar-87 .6888611 $865,701.70 $2,122,416.03
Mar-87 1,580,997.08 S11.24809 59.96182 $1.2862700 $2,033,589.11 16-Apr-87 .6798406 $1,382,516.43 $3,416,105.54
Apr-87 1,539,625.24 111.47211 510.82239 $.6497200 $1,000,325.31 15-May-87 .6711899 $671,408.25 $1,671,733.56
May-87 1,603,185.28 512.03693 511.01545 $1.0214800 51,637,621.70 15-Jun-07 .6616351 $1,083,508.02 $2,721,129.72
Jin-87 1,512,289.16 512.69424 511.60755 $1.0866900 $1,643,389.52 17-Jul-87 .6517721 $1,071,115.44 $2,714,504.96
Jul-87 1,523,367.04 513.35275 512.14776 51.2049900 $1,835,642.09 17-Aug-87 .6422173 $1,178,881.12 $3,014,523.21
Aug-87 1,556,363.66 512.49424 512.45618 $.0380592 $59,233.87 14-Sep-87 .6334365 $37,520.89 $96,754.76
Sep-87 1,521.912.94 511.99413 511.84374 $.1503869 $228,875.83 16-0ct-87 .6229981 $142,589.21 $371,465.04
Oct-87 1,578,319.84 511.69543 511.51834 $.1770864 $279,498.94 16-MOV-87 .6128543 $171,292.13 $450,791.07
Mov-87 1,546,041.75 510.38870 510.91964 C$.5309390) ( $820,853.B5) 14-0ec-87 .6038406 ( $495,664.88) ( $1,316,518.73
Oec-87 1,577,945.16 59.10156 59.53652 ($.4349605) ( $6')6,343.79) 19*Jan*88 .5922683 ( $406,499.65) ( $1,092,843.44

Jan-88 1,198,043.83 59.49842 59.49451 5.0039100 $4,684.36 18-Feb-ea .5827332 $2,729.83 $7,414.19
Feb-88 764,721.49 59.32518 59.23641 $.0887700 $67,884.33 14-Har-88 .5748980 $39,026.57 $106,910.90
Mar-88 1,892,415.47 59.59859 58.87932 $.7192700 $1,361,157.69 18-Apr*88 .5639008 $767,557.88 $2,128,715.57

-88 1,487,411.08 510.49011 59.89739 $.5927200 5881,618.30 16-May-68 .5550210 $489,316.67 $1,370,934.97
•88 1,555,508.42 59.97349 59.93000 5.0434900 $67,649.07 17-Jui-88 . 5445292 $36,836.89 $104,485.96

-i-88 1,725,542.57 *9.44929 59.54128 ($.0919900) ( $158,732.66) 18-JUI-88 .5342970 ( $84,810.38) ( $243,543.04
Jul-88 1,614,043.97 59 21659 58.80669 $.4098975 $661,592.52 15-Aug-88 .5246658 $347,114.97 $1,008,707.49
Aug-88 1,583,904.63 58.02662 58.39521 S.4314100 $683,312.29 16-Sep-88 .5132997 $350,743.98 $1,034,056.27
Sep-88 1,655,938.15 57.63169 57.82217 (5.1904801) ( $315,423.30) 17-Oct-88 .3022888 ( $158,433.38) ( $473,856.83
Oct-88 1,737,071.13 56.70581 57.01824 ($.3124300) ( $542,713.14) 14-Hov-28 .4923434 ( $267,201.23) < $809,914.37
Nov-88 1,566,433.00 57.34072 56.64058 5.7001357 $1,096,715.63 16-0ec-88 .4807177 $S27,210.64 $1,623,926.27
Dec-88 1,525,980.22 59.45150 57.74399 51.7075100 $2,605,626.47 16-Jan-89 .4692671 $1,222,734.84 $3,828,361.31

iati-89 1,429,809.98 511.11803 $9.95959 51.1584400 $1,656,349.08 16-Feb-89 .4577055 $758,120.05 $2,414,469.13
Feb-89 1,350,656.68 511.79557 $10.93907 5.8065027 $1,089,308.26 16-Har-89 .4466781 $486,570.12 $1,575,878.38
Mar-89 1,261,670.10 513.73869 512.51829 51.2203995 $1,539,741.52 17-Apr-89 .4339658 $668,195.09 $2,207,936.61
Apr-69 1,401,327.63 514.32621 513.40657 5.9196400 $1,288,716.94 15-Hay-89 .4228425 $544,924.25 $1,833,641.19
Hay-89 1,488,581.28 512.94482 512.97707 (5.0322500) ( 548,006.75) 16-JU1-89 .4102945 ( $19,696.91) < $67,703.66)
Jun-69 1,352,343.02 512.58672 512.37188 5.2148400 $290,537.38 17-Jul-89 .3985137 $115,783.13 $406,320.51
Jul-89 1,227,012.09 512.32844 511.90728 5.4211600 $516,768.40 14-Aug-89 .3881575 $200,587.55 $717,355.95
Aug-89 1,393,162.29 511.97993 511.67136 S.308S700 $429,888.07 17-Sep-69 .3735822 $161,458.30 $591,346.37
Sep-89 1,337,391.63 512.56219 512.04249 5.5197000 $695,042.43 15-Oct-69 .3652260 $2S3,847.59 $948,890.02
Oct-89 1,387,784.89 513.11179 512.52038 5.5914100 $820,749.85 13-HOV-89 .3545 $290,955.82 $1,111,705.67
Nov-89 1,362,512.82 513.64872 513.14910 5.6996200 $953,241.23 15-Oec-89 .3426644 $326,641.82 $1,279,883.05
Oec-89 1,394,840.19 515.23581 514.08672 51.1490900 $1,602,796.92 15-Jan-90 .3312945 $530,997.84 $2,133,794.76
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State of Alaska 
Department of Matural Resources 

Oivision of Oil & Gas 
Royalty Account,ng 

AMS Royalty Litigation 
Tesoro A 

1/G3 - 12/91

Sales
Month
(a)

Volume

(b)

Value AIIS 
Rcbi11ing 

(c)

Previous
Value
(d)

Price
Delta
(e)

Additional 
Royalty 

(f) = (b*e)

Due Date Interest 
Rate 

(g) <h>

Interest 

(i) = (f*h)

Total Royalty 
& Interest 
(j) = (f♦i)

Jan-90 1,373,336.47 $14.66853 $14.12472 $.5438100 $746,834.11 16-Feb-90 .3198973 $238,910.19 $985,744.3
Feb-90 1,218,877.88 $13.68721 $13.49395 i.1932600 $235,560.33 16-Mar-90 .3099247 573,005.95 $308,566.2
Mar-90 1,346,161.64 S12.71990 $11.92790 $.7920000 41,066,160.01 15-Apr-90 .2992397 $319,037.43 $1,385,197.4
Apr-90 1,294,408.93 $9.89228 $10.13171 ($.2394304) ( $309,920.89) 14-May-90 .2889110 ( $89,539.54) ( $399,460.4
May-90 1,323,741.98 $9.41430 $8.84843 $.5663699 $749,727.62 15-Jin*90 .2775137 $208,059.68 $957,787.3
Jun-90 1,128,671.70 $0.23085 $8.77487 ($.5440200) ( $614,019.99) 16-Jul-90 .2664726 < $163,619.50) ( $777,639.4
Jul-90 1,234,723.07 $10.38911 $11.35976 ($.9706500) ($1,198,483.93) 13-Aug-90 .2565 ( $307,411.13) ( $1,505,895.0
*ug-90 1,291,250.67 $19.65426 $19.08140 $.5728600 $739,705.87 17-Sep-90 .2440342 $180,513.56 5920,219.4
Sep-90 1,168,845.55 S25.81297 $25.32624 $.4867299 $568,912.13 12-0ct-90 .2351301 $133,768.39 $702,680.5
Oct-90 1,387,782.88 $26.03821 $25.44260 $.5956100 $826,577.35 13-MOV-90 .2237329 $184,932.53 $1,011,509.8
Mov-90 1,242,332.62 $23.58203 $21.99776 $1.5842700 $1,968,190.30 14-0ec-90 .2124918 $418,617.90 52,386,808.2
Dec-90 1,353,431.31 $18.92872 $17.76832 $1.1604000 $1,576,323.68 14-J*n-91 .2018425 $318,169.06 $1,894,492.1

Jan-?1 1,3112,248.99 $16.12616 $14.69792 $1.4282400 $1,974,183.29 15-?eb-91 .1910890 $377,244.79 52,351,428.C
Feb-91 958,002.14 $11.23145 $11.55107 ($.3196200) ( $306,196.66) 15-Kar-91 .1820411 < $55,740.38) ( $361,937.1
Mar-91 1,294,274.91 $11.74171 $11.52720 $.2145100 $277,634.91 13-Ap.-91 .1727053 $47,949.07 $325,583.'
Apr-91 1,175,074.89 $12.79680 $12.59936 $.1974400 $232,006.82 13-Kay-91 .1630733 $37,834.59 $249,841.<
May-91 1,276,322.24 $12.19831 $12.19976 ($.0014500) ( $1,850.67) 15-Jiai*91 .1526781 ( $282.56) ( $2,133.1
Jin-91 1,256,648.71 $11.89457 $11.84784 $.0467300 $58,723.18 13-Jul-91 .1438562 $8,447.69 $67,170.1
Jul-91 1,549,911.51 $12.47906 $12.34123 $.1378301 $213,624.38 12-Aug-91 .1344041 $28,711.99 $242,336.1
Aug-91 1,364,452.09 $12.55227 $12.42007 $.1322000 $160,380.58 15-Sep-91 .1237329 $22,319.01 $202,699.'.
Sep-91 1,240,502.56 $12.90734 $12.70027 $.2070700 $256,870.87 13-0ct-91 .1152945 $29,615.80 $286,486.i
Oct-91 1,361,737.42 $13.60173 $13.00593 $.5958000 $811,323.17 14-HOV-91 .1057740 $85,816.87 $897,’40.1
Hov-91 1,237,691.05 $12.70193 $11.71652 $.9854100 $1,219,633.12 13-0ec-91 .0974315 $118,830.69 $1,338,463.
Dec*9‘l 1,239,434.38 $10.86345 $10.30902 $.5544300 $687,179.58 13-Jan*92 .0891257 $61,245.35 $7'8,424.

145,244,136.48 $86,056,558.93 $64,950,523.75
anmnisi ns:

$151,007,082.

Hotel: Interest at the Bank of America Prime Rare plus 3X through December 31, 1992.

Exhibit 1 to the Settlement Agreement dated 12/15/92
Page -6-

T E SO R O



Department sr Natural Resources 
Division of OiI i Gas 
Royalty Accounting 

AMS Royalty Litigation 
Tesoro 5 

10/85 • 3/90

Sales Volume Value ANS Previous Price Addi t ional Due Date Interest Interest Total Royalty
'ontfi Rebi 11 irvg Value Oel ta Royalty Rate 4 Interest
(a) (b) (c) (d) (e) (f) = (b-e) (g> (h) (i) = (f*h) (j) = (f »i >

Cet-85 843,907.36 S19.49611 517.9729200 51.5231900 51,285,432.03 ia-Mov-85 .8384228 $1,077,735.50 $2,363,167.S3
Mov35 795,623.79 S18.66720 517.9840600 5.6831400 5543/22.44 16-0ec-85 .8288337 $450,489.74 $994,012.18
Oec-65 840,494.09 S15.76598 517.7758900 (52.0646600) (51,735 /34.53) 17-Jan-86 .8178748 (51,419,286.45) ( 53,154,620.98

Jan-86 844,506.05 S10.01918 S15.7352S00 <SS.7152200) (54,826,537.87) 18-Feb-86 .8069159 (53,894,610.33) ( 58,721.143.JO
Feb-8o 771,077.88 S7.85336 511.2646000 (53.4060400) (52,626,322.10) 17-Mar-86 .7978200 (52,095,332.42) ( 54,721,654.52
Mar-86 821,608.10 S5.43926 57.5511300 (52.1125100) (51,735,655.33) 14-Apr-86 .7886146 (51,368,763.08) ( 53,104,418.41
Apr-86 774,048.64 $6.44401 56.2839500 5.1379100 5106,749.06 16-May-86 .7784502 $83,098.83 $189,847.89
May-86 854,269.79 $5.84749 55.2926900 5.6291400 5537,455.29 16-Jun-86 .7686831 $413,132.78 $950,588.07
Jun-86 807,489.80 53.71392 54.7821000 (51.0908600) ( 5880,858.32) 17-Jul-86 .7590118 ( $668,581.88) ( $1,549,440.20
Jul-86 849,666.54 55.39413 53.4268400 52.0830300 51,769,830.90 15-Aug-86 .7502721 $1,327,892.26 $3,097,773.16
Aug-86 813,018.83 54.69610 52.5990970 52.0970000 51,704,900.43 18-Sep-86 .7403543 $1,262,230.35 $2,967,130.78
Sep-86 774,323.85 5.40059 5.3916300 5.0089600 56,937.94 16-0ct-86 .7322995 $5,080.65 $12,018.59
Oct-86 864,713.96 5.40161 5.3929255 5.0086845 57,509.64 17-NOV-86 .7230940 $5,430.18 $12,939.82
Nov-86 814,520.44 5.27663 5,2617407 5.0148693 512,127.66 15-0ec-B6 .7150392 $8,671.75 $20,799.41
Dec-86 773,285.26 5.07633 5.0515700 5.0247600 519,641.74 16-Jan-87 .7058337 $13,863.80 $33,505.54

Jtn-87 900,439.64 5.08522 5.0661300 5.0190900 517,189.40 17-Feb-87 .6966283 $11,974.62 $29,164.02
Feb-87 749,338.53 5.08340 5.0736696 5.0097304 57,291.34 16-Mar-87 .6888611 $5,022.72 $12,314.06
Mar-37 839,640.67 5.08699 5.0795271 5.0074630 56,266.20 16-Apr-87 .6798406 $4,260.02 $10,526.22
Apr-87 870,255.71 5.08867 5.0811700 5.0073000 56,526.91 15-Hay-87 .6711899 $4,380.80 $10,907.71
"ay-87 906.1C2.29 S.09290 5.0826100 S.0102900 59,324.61 15-Juv87 . 6616351 $6,169.49 $15,494.10
i-87 854,804.30 5.09733 5.0870600 5.0107700 59,206.24 17-Jul-87 .6517721 $6,000.37 $15,206.61
-87 886,242.03 5.10277 5.0911100 5.0116600 510,333.58 17-Atig-87 . 6422173 $6,636.40 $16,969.98

jg-87 889,286.60 5.09633 5.0934200 5.0029100 52,587.83 14-Sep-87 .6334365 $1,639.23 $4,227.06
Sep-87 845,703.82 5.09258 5.0888300 5.0037300 53,171.39 16-Oct-87 .6229981 $1,975.77 $5,147.16
Oct-87 892,063.82 5.09034 5.0863984 5.0039416 53,516.15 16-Mov-87 .6128543 $2,154.89 $5,671.04
Mov-87 875,209.59 5.0* 5.0819100 (5.0013700) ( 51,199.04) 14-0ec-87 .6038406 ( $724.03) ( $1,923.07)
Dec-87 889,8 1 9 5.0715200 (5.0006300) I 5560.62) 19-Jan-68 .5922683 ( $332.04) ( $892.66\

Jan-88 864,412.. 3 J86 5.0712100 5.0026500 52,290.68 18-Feb-88 .5827532 $1,334.90 $3,625.58
Feb-88 827,242.66 5.07256 5.0692700 5.0032900 52,721.62 K-Har-88 . 5748980 $1,564.65 $4,286.27
►lar-88 901,883.78 S.07461 5.0666600 S.0O79S00 57,169.97 18-Apr-88 .5639008 $4,043.15 $11,213,12
Apr-88 845,097.08 S.08130 5.0741953 5.0071047 56,004.15 16-Hay-88 .5550210 $3,332.43 $9,336.58
Hay-88 871,327.28 5.07743 5.0744800 $.0029300 52,570.41 17-Jun-e8 .5445292 $1,399.66 $3,970.07
Jun-88 835,049.73 5.07349 S.0715600 $.0019300 51,611.64 18-Jul-88 .5342970 $861.09 $2,472.73
Jul-88 857,079.71 5.07173 5.0660300 $.0057000 $4,885.36 15-Aug-88 .5246656 $2,563.18 $7,448.54
Aug-88 872,036.76 5.06382 5.0629600 y.rj58600 SS,1!0.14 16-Sep-88 .5132997 $2,623.03 $7,733.17
Sep-88 649,422.32 5.05986 S.05867D0 $.0011900 51,010.31 17-Oct-8a .5022888 $507.72 $1,518.53
Oct-88 865,360.44 $.05292 5.0526400 $.0002800 5242.31 14-MOV-88 .4923434 $119.30 $361.61
Wov-83 843,795. '1 $.05768 5.0498001 $.0078799 56,649.04 16-0ec-88 .4807177 $3,196.31 $9,845.35
Oec-88 860,953.6c $.07331 5.0580801 $.0154299 513,284.45 16-Jan-89 .4692671 $6,233.96 $19,518.41

Jan-89 835,000.82 $.08601 5.0747000 $.0113100 59,443.86 16-Feb-89 .4577055 $4,322.51 $13,766.37
Feb-89 737,629.88 $.09109 5.0824200 $.0086701 56,568.69 16-Har-89 .4466781 $2,934.09 $9,502.78
Mar-89 713,789.41 $.10567 5.0938900 $.0117800 58,408.45 17-Apr-89 .4339658 $3,648.98 $12,057.43
Apr-39 779,835.45 $.11007 5.1005500 $.0093200 57,424.05 IS-Mey-89 .4228425 $3,139.20 $10,563.25
May-89 841,423.83 $.09971 S.0973300 $.0023800 52,002.58 16-Jun-89 . 4102945 $821.65 $2,824.23
Jun-89 764,596.22 $.09703 S.0927900 $.0042400 53,241.86 17-Jul-89 .3985137 $1,291.93 $4,533.79

Interest at the Bank of America Prime Rate plus 3X through December 31, 1992.
Premium of S.35

Mote3: Tesoro's period of denomination is August 19, 1986 to Novenber 19, 1986.
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S ta te  of Alaska 
D epartm ent of N atural Resources 

O iv is io n  of Oil 4 Gas 
R oyalty  Accounting 

ANS R oyalty  L it ig a t io n  
Tesoro S 

10/85 - 8/90

Sales
Month
(a)

Volune

(b)

Value ANS 
Rebi 11 irvg 

<c>

Previous
Value

<d)

Price
Delta
(e)

Additional 
Royalty 

(f) = (b*e)

Oue Oate Interest 
Rate

(g) (h)

Interest 

(i) = <f*h)

Total Royolty 
4 Interest 
(j) = (f*i)

Jul-89 714,329.52 S.09509 J.0893000 S.0057900 54,135.95 14-Aug-89 .3881575 51,605.40 55 , 741.35
Aug-89 787,489.70 J.09247 S.0875400 S.0049300 53,882.31 14-Aug-69 .3881575 51,506.95 55,389.26
Sep-89 755,945.45 S.09684 J.0903200 S. 0065200 54,928.78 15-Oct-89 .3652260 51,800.12 56,728.90
Oct-89 789,154.57 S.10096 S.0939000 S.0070600 55,571.43 13-Nov-89 .3545 51,975.07 57,546.50
Nov-89 770,184.84 S.10649 S.0986200 S. 0078700 56,061.36 15-0ec-69 .3426644 52,077.01 58,138.37
Oec-89 783,417.59 S.11689 S. 1056500 S.0112400 58,861.82 1S-Jan-90 .3312945 52,935.87 511,797.69

Jan-90 775,781.95 S.11264 S. 1059400 S.0067000 55,197.74 16-feb-90 .3198973 51,662.74 56,860.48
Feb-90 688,956.90 S.10528 S. 1012000 S. 0040800 52,810.92 16-MS.--90 . 3099247 5871.17 53,682.09
Mar-90 760,910.37 S.09802 S.0894600 t.0085600 56,513.37 15-Apr-90 .2992397 51,949.06 18,462.43
Apr-90 732,571.40 S.07682 J.0759900 S.0008300 5608.01 14-Hay-90 .2889110 5175.66 5783.67
May-90 748,227.11 S.07324 S.0663600 S.0068800 55,147.80 15-Jun-90 .2775137 51,428.59 56,576.39
Jun-90 637,968.88 S.06436 S.0658100 (S.0014500) ( 5925.06) 16-Jul-90 .2664726 < 5246.50) ( S', 171.56)
Jul-90 697,505.45 S.08054 S.0852000 (X.0046600) ( 53,250.36) 13-Aug-90 .2565 ( 5813.72) ( 54,084.08}
Aug-90 69,952.63 S.15003 S.1431100 S.0069200 5484.06 17-Sep-90 .2440342 5118.13 5602.19

47,364,926.17 (55,596,228.83) (54,688,826.79) <510,285,05S.62}
=£23:

Mctel: Interest at the Bank of America Prime Rate plus 3X thresh Oeceober 31, 1992. 
Mote2: Premiua of 5.35
Ncte3: Tesoro'a period of denomination is August 19, 1986 to Moveaber 19, 1986.

Exhibit 1 to the Settlement Agreement dated 12/15/92
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E x h i b i t  Two t o  t h e  S e t t l e m e n t  A g r e e m e n t  b e t w e e n  
T h e  S t a t e  o f  A l a s k a  an d T e s o r o

E s t i m a t e d  S c h e d u l e  o f  T e s o r o  P a y m e n t s  a t  A p p r o x i m a t e  
C u r r e n t  R e f i n e r y  T h r o u g h p u t  o f  

25 M i l l i o n  B a r r e l s  p e r  Y e a r

Y e a r C e n t s
P e r
B a r r e l

25 M i l l i o n  
B b l / Y e a r

19 93 $ 0 . 1 6 $ 4 , 0 0 0 , 0 0 0
19 94 $0 . 16 $ 4 , 0 0 0 , 0 0 0
1 9 9 5 $0 .  16 $ 4 , 0 0 0 , 0 0 0
1 9 9 6 $ 0 . 2 4 $ 6 , 0 0 0 , 0 0 0
1 9 9 7 $ 0 . 2 4 $ 6 , 0 0 0 , 0 0 0
19 98 $ 0 . 3 0 $ 7 , 5 0 0 , 0 0 0
19 9 9 $ 0 . 3 1 $ 7 , 7 5 0 , 0 0 0
2000 $ 0 . 3 2 $ 8 , 0 0 0 , 0 0 0
20 0 1 $ 0 . 3 3 $ 8 . 2 5 0 . 0 0 0

T o t a l $ 5 5 , 5 0 0 , 0 0 0

Exhibit 2 to the Settlement Agreement dated 12/15/92 
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SECURITY AGREEMENT

THIS SECURITY AGREEMENT ("Security Agreement"), dated as of the
 day of ____________________ , 1993, by and between T H E  STATE OF A l a s k a
("Secured Party"), being the Secured Party hereunder, and TESO RO  A l a s k a  PETROLEUM 
COMPANY ("Debtor"), is entered into with reference to the following:

RECITALS

A. Debtor is indebted to Secured Party under a Settlement Agreement dated 
December 15, 1992, attached hereto as Exhibit A and incorporated by reference (the 
"Settlement Agreement"), in the original principal amount of NINETY SEVEN MILLION 
S i x t y  T h o u s a n d  F i v e  H u n d r e d  O n e  D o l l a r s  ($97,060,501.00) and as further set forth 
in the Settlement Agreement.

B. The Settlement Agreement is secured among other things by a Deed of Trust 
and a Bond. The Deed of Trust, this Security Agreement, the Non-Standard Financing 
Statement and Bond are hereby known as the Security Documents. The Security 
Documents encumber the real property described on Exhibit B attached hereto and the 
improvements situated thereon (collectively the "Real Property"), and the collateral further 
described herein.

C. Secured Party is willing to enter into the Settlement Agreement in reliance 
in part on the execution of this Security Agreement.

NOW, THEREFORE in consideration of the above recitals and of the mutual 
covenants, representations and warranties contained herein and for other good and valuable 
consideration, the receipt and adequacy of which is hereby acknowledged, Debtor and 
Secured Party agree as follows:

1. Grant of Security Interest. Debtor hereby grants to Secured Party a 
security interest in the property described in Paragraph 2 below (collectively and severally 
the "Collateral") to secure payment and performance of the obligations to Secured Party 
described in Paragraph 3 below (collectively and severally the "Obligations").

E x h ib it  3 t o  t h e  S e t t l e m e n t  a c r e e m e n t  d a te d  12/15/92
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Besses:

2 . C o lla te ra l. The Collateral shall consist of the following (the terms used
herein are as defined in the Alaska Uniform Commercial Code):

a. All improvements now or hereafter attached to or 
placed, erected, constructed or developed on the tract of land 
described on Exhibit "B" attached hereto and made a part hereof for 
all purposes (the "Premises"), situated in the Kenai Recording District, 
Third Judicial District, Alaska.

b. All fixtures, furnishings, equipment, spare parts, supplies, 
inventory (but excluding all crude oil, refined product, partially refined 
product, and all hydrocarbons, additives and other ingredients to be 
incorporated in the refined product) and articles of personal property 
(the "Personal Property") now or hereafter attached to or used in or 
about the Improvements or Premises or that are necessary or useful 
for the complete and comfortable use, operation, and occupancy of the 
Improvements for the purposes for which they were or are to be 
attached, placed, erected, constructed or developed, or which Personal 
Property is or may be used in or related to the planning, development, 
or operation of the Improvements, and all renewals of or replacements 
or substitutions for any of the foregoing, whether or not the same are 
or shall be attached to the Premises or Improvements.

c. All water and water rights, timber, crops, and mineral 
interests pertaining to the Premises.

d. All building materials and equipment now or hereafter 
delivered to and intended to be installed in or on the Premises or the 
Improvements.

e. All plans and specifications for the Improvements.

f. All Debtor’s rights (but not its obligations) under any 
contracts relating to the Premises, the Improvements or the Personal 
Property, but excluding any contract rights under any contract 
containing a prohibition against assignment of or the granting of a 
security interest in the rights of any party thereunder.

Exhibit 3 to the Settlement agreement dated 12/15/92 
Page -2- of -39-
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g. All Debtor’s rights (but not its obligations) under any
documents, construction connects, architectural agreements and 
general intangibles, other than contract rights under any contract 
containing a prohibition against assignment of or the granting of a 
security interest in the rights of any party thereunder, and arising from 
or by virtue of any transactions related to the Premises, Improvements 
or Personal Property.

h. .All permits, licenses, leases, franchises, certificates, and
other rights and privileges obtained ip. connection with the Premises, 
the Improvements and the Personal Property.

i. All proceeds arising from or by virtue of the sale, lease
or other disposition of the Premises, the Improvements or the Personal 
Property.

j. All proceeds (including premium refunds) of each policy 
of insurance relating to the Premises, the Improvements or the 
Personal Property.

k. All proceeds from the taking of any of the Premises, the 
Improvements, the Personal Property or any rights appurtenant thereto 
by right of eminent domain or by private or other purchase in lieu 
thereof, including change of grade of streets, curb cuts or other rights 
of access, for any public or quasi-public use under any law.

1. All right, title and interest of Debtor in and to all streets, 
roads, public places, easements and rights-of-way, existing or proposed, 
public or private, adjacent to or used in connection with, belonging or 
pertaining to the Premises.

m. All of the leases, rents, royalties, and issues, from the 
Premises, the Improvements or the Personal Property, including 
without limitation, cash or securities deposited pursuant to leases to 
secure performance by the lessees of their obligations thereunder.

n. All rights, hereditaments and appurtenances pertaining 
to the foregoing.

Ex h ibit  3 to  t h e  S e tt lem en t  a g r e e m e n t  dated  12/15/92
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o. Other interests of every kind and character that Debtor 
now has or at any time hereafter acquires in and to the Premises, 
Improvements, and Personal Property described herein and all 
property that is used or useful in connection therewith, including rights 
of ingress and egress and all reversionary rights or interests of Debtor 
with respect to such property.

3. Obligations. TTie obligations secured by this Security Agreement shall 
consist of any and all debts, obligations and liabilities of Debtor to Secured Party arising out 
of, connected with, or related to the following (collectively the "Obligations"):

3.1 the Settlement Agreement;

3.2 the Deed of Trust securing the Settlement Agreement; and

all amendments or extensions or renewals of the above.

4. Representations and Warranties. Debtor hereby represents and 
warrants to Secured Party that:

4.1 Debtor is the owner of the Collateral (or, in the case of after-acquired 
collateral, at the time Debtor acquires rights in the collateral, will be the owner thereof);

4.2 Debtor has full power, right and authority to execute and deliver this 
Security Agreement and to grant the assignments and security interest, in the Collateral and 
Debtor has taken all necessary legal and other action to authorize the execution and 
delivery of this S e c u rity  Agreement;

4.3 all Collateral is in good repair except for normal wear and tear;

4.4 all permits and licenses with respect to the Collateral and/or to the 
Real Property are in full force and effect;

4.5 in granting the security interest in the Collateral, Debtor is not violating 
any indenture, agreement, law or regulation to which Debtor is a party or by which it is 
bound;

4.6 all items of Collateral are located only in the state of Alaska:

E x h i b i t  3 t o  the S e t t l e m e n t  a g r e e m e n t  d a t e d  12/15/92 
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4.7 all information heretofore or herein supplied to Secured Party by or 
on behalf of Debtor with respect to the Collateral is true and correct as of the date given;

4.8 the foregoing representations and warranties survive the completion 
and termination of this Security Agreement; and

5. Additional Covenants. Debtor hereby covenants and agrees as follows:

5.1 Debtor will do all acts necessary to maintain, preserve and protect the 
Collateral and will not use nor permit any Collateral to be used unlawfully or in violation 
of any provision of this Security Agreement, or any applicable statute, regulation or 
ordinance or any policy of insurance covering the Collateral;

5.2 Debtor shall take all steps necessary to maintain all licenses and 
permits in full force and effect;

5.3 Debtor will not cause or permit any waste or unusual or unreasonable 
depreciation of the Collateral;

5.4 Debtor will keep the Collateral free of all levies and security interests 
or other liens or charges except 1) as exist upon the execution of this Security Agreement, 
as set forth in the title insurance policy, issued by TransAlaska Title Insurance Agency, Inc. 
Order No. 445892, Policy No. 105298, 2) liens for taxes not yet delinquent, 3) liens to secure 
senior debt as defined in Exhibit 7 of the Settlement Agreement, and 4) other liens arising 
in the ordinary course of business which do not materially reduce the value of the Collateral 
or interfere with the operations of the Alaska Refinery;

5.5 Debtor will appear in and defend any action or proceeding which may 
affect its title or Secured Party’s interest in the Collateral;

5.6 Debtor will pay promptly when due all taxes, assessments, charges, 
encumbrances and liens now or hereafter legitimately imposed upon or affecting any item 
of Collateral;

5.7 Debtor will insure the Collateral, with Secured Party named as an 
additional insured, in form and amounts, with companies, and against risks and liabilities, 
satisfactory to Secured Party; the form, amounts and companies of the coverage identified 
in Exhibit C to the Security Agreement are deemed satisfactory;

E x h ib it  3 to  t h e  S e t t l e m e n t  a g r e e m e n t  dated  12/15/92
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5.8 Debtor will not surrender or lose possession of, sell, encumber, lease, 
rent or otherwise dispose of or transfer (other than to Secured Party) any Collateral or right 
or interest therein except as otherwise specifically set forth herein and except for 
transactions in the ordinary course of business, disposition of obsolete or worn out assets, 
and transactions which do not in the aggregate result in disposition of collateral with a fair 
market value in excess of THREE MILLION AND No/100 DOLLARS ($3,000,000.00);

5.9 Debtor will take such action to procure, execute and deliver from time 
to time such documents and instruments as Secured Parry may request in order to (i) 
perfect the security interest given by this Security Agreement, (ii) administer or enforce this 
Security Agreement or the Collateral or any part thereof, and (iii) assess and confirm 
Secured Party’s rights, powers and remedies under this Security Agreement;

5.10 Debtor will at any reasonable time, upon demand by Secured Party, 
exhibit to and allow inspection of the Collateral by Secured Party (or its representatives);

5.11 Debtor will comply in all material respects with all laws, regulations and 
ordinances relating to the possession, operation, maintenance and control of Collateral; and

5.12 Debtor shall not remove any items of Collateral which constitute 
fixtures from their present locations, or remove any item of Collateral from the state of 
Alaska without prior written notice to Secured Party and consent thereto, unless allowed 
under Paragraph 5.8.

6. Authorized Action by Secured Party. Debtor hereby irrevocably 
appoints Secured Party its attorney-in-fact to do at any time subsequent to an Event of 
Default, any act which Debtor is obligated by this agreement to do (but Secured Party shall 
not be obligated to nor shall it incur any liability to Debtor or any third parties for failure 
to do so) and to protect the collateral.

7. Event of Default. At the option of Secured Party, the following shall 
constitute an "Event of Default" under this Security Agreement:

7.1 An Event of Default pursuant to Paragraph 12 of the Settlement 
Agreement, Exhibit A hereto.

7.2 Breach of any material provision of this Security Agreement.

E xhibit  3 to  t h e  S ettlem ent  a g r e e m e n t  dated  12/15/92
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7.3 Occurrence of a Default under any Security Document.

7.4 Discovery that any material representation or warranty given herein was
false or inaccurate in any material aspect at the time given.

8. Remedies Upon Default. Upon the occurrence of any Event of Default,
Secured Party shall have the rights specified in the Alaska Uniform Commercial Code and 
any other rights provided by law by virtue of this Security Agreement or by virtue of a 
judgment.

8.1 In addition, Secured Party may:

8.1.1 foreclose or otherwise enforce Secured Party’s security interest 
in any manner permitted by law, or provided for in this Security Agreement;

8.1.2 apply to any court of competent jurisdiction for an order 
appointing a receiver to take possession of any Collateral or requiring the delivery of 
Collateral to Secured Party, all without notice to Debtor and without prior hearing;

8.1.3 sell, lease or otherwise dispose of any Collateral at one or more 
public or private sales, whether or not such Collateral is present at the place of sale, for 
cash or credit or future delivery, on such terms and in such manner as Secured Party may 
determine;

8.1.4 enter onto the Premises where any item of Collateral is located 
and take possession thereof with or without judicial process;

8.1.5 demand that Debtor assemble the Collateral to the extent 
reasonably practicable, and make the Collateral available to Secured Party at a place 
designated by Secured Party; and

8.1.6 purchase the Collateral at any public sale.

8.2 It is understood and agreed that any sale of the Collateral by Secured 
Party shall be conclusively (unless the sale is tainted by fraud or bad faith) deemed a 
"public" sale for the purposes of the Alaska Uniform Commercial Code and "commercially 
reasonable" if the sale is an aucdon conducted by a licensed auctioneer in accordance with 
H’'s customary procedures or if the following procedure is followed: (i) the sale is held in a

E xh ibit  3 to  t h e  S e t t l e m e n t  Ag r e e m e n t  dated  12/15/92
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public place in the judicial district where the Real Property is situated, between the hours 
of 9 00 a m and 5:00 p.m. on any business day, (ii) Debtor is given written notice of the sale 
and the identity of the party conducting the saie at least fourteen (14) days prior to the sale; 
(iii) the sale is advertised in the public notice section of a newspaper of general circulation 
in the judicial district where the Real Property is situated, twice per week for a period of 
at least three (3) weeks preceding the sale, (iv) the Collateral is sold either individually or 
as a unit within the discretion of the party conducting the sale, (v) except for a credit bid 
by Secured Party, payment on all bids is made in cash or by certified check immediately 
upon termination of the sale, and (vi) the Collateral is sold to the highest qualified bidder 
who is able to complete the purchase;

8.3 However, nothing herein shall be deemed an agreement that (i) a sale 
must be conducted in the above manner to be considered "public" or "commercially 
reasonable" or (ii) that any such sale must be held; and

8.4 Debtor shall remain obligated for any deficiency remaining after 
foreclosure upon the Collateral.

9. Application of Proceeds of Sale. The proceeds of sale of the Collateral, 
or any portion thereof, sold upon default pursuant to Paragraph 8 hereof shall be applied 
by Secured Party as follows:

9.1 First, to the reasonable expense of collecting, retaking, holding, 
preparing for sale, selling and the like and (to the extent provided by law) the reasonable 
attorneys’ fees and legal expenses incurred by Secured Party;

9.2 Thereafter, to the satisfaction of the indebtedness of Debtor to Secured 
Party under the Settlement Agreement and the Security Documents. If said proceeds are 
insufficient to satisfy all of said obligations, Secured Party, in its sole discretion, can decide 
the manner in which and the obligation to which said proceeds shall be applied; and

9.3 The satisfaction of indebtedness secured by any subordinate security 
interest in the Collateral if (i) written notice and demand therefor is received prior to 
distribution of the proceeds and (ii) reasonable proof of such interes.' or interests is 
reasonably furnished to Secured Party.

10. Waivers and Authorizations.

Exh ibit  3 to  t h e  S e t t l e m e n t  a g r e e m e n t  dated  12/15/92
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10.1 Debtor waives any right to require Secured Party to:

10.1.1 proceed against any guarantor or any other person;

10.1.2 proceed against or exhaust any Collateral; or

10.1.3 pursue any other remedy in Secured Party’s power;

10.2 Debtor waives any defense arising from any disability, discharge or 
other defense of any other person, from any cause whatsoever except payment in full of the 
outstanding debt due under the Settlement Agreement and Security Documents;

10.3 Debtor hereby waives any right to enforce any remedy which Secured 
Party now has or may hereafter have against any other person and hereby waives any benefit 
of and any right to participate in any Collateral, guaranty or security now or hereafter held 
by Secured Party; and

10.4 Debtor, in its capacity under this Security Agreement but not in its 
capacity under the Settlement Agreement or the Bond, further authorizes Secured Party, 
without notice or demand and without affecting its liability hereunder or on the 
indebtedness, from time to time;

10.4.1 to renew, extend, accelerate or otherwise change the time for 
payment of, or otherwise change the terms of any indebtedness secured hereby or any part 
thereof, including any increase or decrease of the rate of interest thereon;

10.4.2 to take and hold other security, for the payment of the 
indebtedness secured hereby or any part thereof, and exchange, enforce, waive and release 
the Collateral, or any part thereof, or any such other security; and

10.4.3 to apply the Collateral or other security as Secured Party, in its 
sole discretion, may determine, and upon default direct the order or manner of sale thereof.

11. Binding Agreement; Assignment. This Security Agreement and the 
terms, covenants and conditions hereof, shall be binding upon and inure to the benefit of 
the parties hereto and their respective successors and assigns, except that Debtor shall not 
be permitted to assign this Security Agreement or any interest herein or any obligation

EXIOBIT 3 TO THE SETTLEMENT AGREEMENT DATED 12/15/92
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hereunder. Nothing herein shall preclude Secured Party from assigning this Security 
Agreement.

11.1 Until all Obligations shall have been paid in full, all rights, powers and 
remedies granted to Secured I-arty hereunder shall continue to exist and may be exercised 
by Secured Party at any time and from time to time irrespective of the fact that the 
indebtedness, or any part thereof, may have become barred by any statute of limitations or 
that the personal liability of Debtor may have ceased.

12. Transfer of Collateral. Upon the transfer of all or any part of the 
indebtedness of Debtor, Secured Party may transfer all or any part of the Collateral and 
shall be fully discharged thereafter from all liability and responsibility with respect to such 
Collateral so transferred, and the transferee shall be vested with all the rights and powers 
of Secured Party hereunder. With respect to any Collateral not so transferred, Secured 
Party shall retain all rights and powers hereby given.

13. Cumulative Rights. The rights, powers and remedies given to Secured 
Party by virtue of this Security Agreement shall be in addition to all rights, powers and 
remedies given to Secured Party by virtue of any statute or rule of law and all such rights 
may be exercised successively or concurrently. Any single or partial exercise of any right, 
power or remedy hereunder shall not preclude the further exercise thereof, and every right, 
power and remedy of Secured Party shall continue in full force and effect.

14. No Waiver. Secured Party shall not by any act or omission be deemed 
to have waived any rights, powers or remedies hereunder unless such waiver be in waiting 
and signed by Secured Party and then only to the extent specifically set forth therein; a 
waiver of one event shall not be construed as a bar to or waiver of such right or remedy on 
a subsequent event. In accordance with the terms of this paragraph, the acceptance by 
Secured Party of delinquent payments under the Settlement Agreement Documents shall 
not waive any rights of Secured Party hereunder or thereunder.

15. Expenses and Fees. Debtor agrees to pay all reasonable costs and 
expenses incurred by Secured Party in the enforcement and exercise of the rights and 
powers granted to Secured Party under this Security Agreement. Said expenses shall 
include reasonable attorneys’ fees and expenses whether or not legal action is instituted by 
Secured Party and shall include reasonable attorneys’ fees and expenses incurred in 
connection with proceedings under the United States Bankruptcy Code to enforce Secured
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Parry’s rights, to protect Secured Party's secured position or to obtain the permission of the 
bankruptcy court to enforce Secured Party's rights.

16. Notice. All notices, demands or requests from one party to another 
shall be sent as provided in Paragraph 11 of the Settlement Agreement.

17. Severability. In the event that any provision, or portions thereof, of 
this Security Agreement is held to be unenforceable or invalid by any court of competent 
jurisdiction, the validity and enforceability of the remaining provisions or portions thereof 
shall not be affected thereby.

18. Governing Law. This Security Agreement shall be construed in 
accordance with, and governed by, the laws of the state of Alaska.

19. Interpretation. Each party has had the benefit of assistance of counsel 
in drafting the Security Jocuments. Any ambiguities will not be construed against either 
party for the reason of their having supplied the language at issue. In the event of conflicts 
in the provisions and clauses in the Security Documents, the following priority of clauses 
best establishes the intent of the parties: the Settlement Agreement, the Deed of Trust, and 
this Security Agreement, with the Settlement Agreement being given the most weight. 
Words of common usage in the Settlement Agreement and Security Documents will be 
interpreted the same.

20. Authority to Execute. Each of the parties hereto warrants tbai it has 
full right and authority to execute this Security Agreement and acknowledges that it has 
executed this Security Agreement voluntarily.

21. Amendment. This Security Agreement may be altered, amended or 
repealed, in whole or in part, only by written consent of all of the parties hereto.

22. Captions. The captions contained in this Security Agreement are for 
the convenience of the parties and shall not be deemed or construed as in any way limiting 
or extending the language of the provisions of which said captions may refer,

23. Termination. This Security Agreement shall terminate when all the 
Obligations have been fully paid and performed, at which time Secured Party shall redeliver 
to Debtor or release its interest in such of the Collateral (if any) as shall not have been sold 
or otherwise applied by Secured Party pursuant to the terms hereof.
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24. Subordination. This Security Agreement is subject to the terms of the 
Subordination Agreement, a form of which is attached as Exhibit 7 of the Settlement 
Agreement and is expressly incorporated herein and shall be attached as a separate exhibit 
to this Security Agreement.

IN WITNESS WHEREOF, the parties hereto have caused this Security 
Agreement to be duly executed as of the date set forth above.

SECURED PARTY:

The State of Alaska

B y : .

STATE OF ALASKA )
) ss:

TH IR D  JUDICIAL DISTRICT )

The foregoing instrument was acknowledged before me t h i s   day of
 , 1993, b y _________________ , _______________ of The State of Alaska

(Secured Party).

NOTARY PUBLIC in and for Alaska 
My commission expires:_____________

E x h ib it  3 t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  12/15/92 
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DEBTOR:

Tesoro Alaska Petroleum Company

B y :.

STATE OF

COUNTY OF
) ss:

The foregoing instrument v.as acknowledged before me t h i s __
 , 1993, by __________________,   of Tesoro Alaska

day of

Petroleum Company (Debtor), a corporation, on behalf of the corporation.

NOTARY PUBLIC in and for 
My commission expires:_______

E x h i b i t  3  t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
P a g e  - 1 3 -  o f  - 3 9 -
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CONSENT & ESTOPPEL

Tesoro Petroleum Company, a Delaware Corporation and the parent of the 
Debtor, hereby consents to the execution of the Security Documents, by the Debtor, affirms 
the representations and warranties made herein by Debtor and affirms the Secured Party's 
material reliance on the warranties, covenants and representations made herein.

Tesoro Petroleum Company

By:.
Its:

STATE OF

CO U N TY  O F
) ss:

Company, a

The foregoing instrument was a-Jmowledged before me t h i s  day of
 , 1993, b y _________________ , ________________of Tesoro Petroleum

corporation, on behalf of the corporation.

NOTARY PUBLIC in and for 
My commission expires:_______

E x h i b i t  3  t o  t h e  S e t t l e m e n t  A g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
P a g e  - 1 4 -  o f  - 3 9 -
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Ex h ib it  b

That portion of Section 22 and the Northeast 1/4 of Section 21, Township 7 North, Range
12 West, Seward Meridian, records of the Kenai Recording District, Third Judicial District,
State of Alaska, described as follows:

Commencing at the 1/4 corner common to Section 22 and Section 27, 
Township 7 North, Range 12 West, Seward Meridian, Alaska, marked by an 
Alaska Department of Highways survey monument found; proceed East
2640.92 feet along the section line, Basis of Bearing for this description, 
according to General Land Office datum for the Section corner common to 
Sections 22, 23, 26 and 27 marked by an Alaska Department of Highways 
monument found; thence N 00°07’44" W 1982.23 feet along the section line 
common to Section 22 and Section 23 to the northeast corner of the Seaman 
property, the true Point of Beginning for this description, marked by a 5/8"
X 30" rebar with 2" aluminum cap attached, set; thence S 89°58’52" W 330.15 
feet along the north boundary line of the Seaman property to the northwest 
corner of said property, marked by a 5/8" X 30" rebar with 2" aluminum cap 
attached, set; thence S 00°07’59" E 660.69 feet along the western boundary of 
the Seaman property to the southwest corner of said property, marked by a 
5/8" X 30" rebar with 2" aluminum cap attached, set; thence S 89°59'26" W
2310.72 feet to the CS 1/16 corner of Section 22, marked by a 3 1/4" 
aluminum monument 4928-S, found; thence N 00°08’43" W 1320.75 feet to the 
C 1/4 of Section 22, marked by a brass cap G.L.O. monument 610-S, found; 
thence S 89°58'28K W 1320.53 feet to the CW 1/16 corner, marked by a brass 
cap monument 610-S, found; thence S 89°56’49" W 991.57 feet to a property 
corner which is situated in a small pond; thence North 00°05’58" W 1170.92 
feet to a property corner marked by a 5/8" X 30" rebar, set; thence N 
89°59'53" W 330.64 feet to the section line common to Section 21, Section 22 
and HES 74, marked by a brass capped monument, found; thence N 89°59’53"
W 659.87 feet to a property corner situated along the easterly right-of-way 
line of the North Kenai Road; thence N 20°33’50" W 19.36 feet along said 
right-of-way to a point of curvature; thence along a curve of said right-of-way 
whose radius point bears northeasterly 1357.50 feet, delta of 1025'49", arc

Pa r c e l  I:

TESORO 44
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length 33.S9 feet to a property corner marked by a 5/S" X 30" rebar with 2" 
aluminum cap attached, set; thence S 89°59’53" E 678.10 feet to a property 
corner situated on the east line of Section 21, marked by a 5/8" X 30" rebar 
with 2" aluminum cap attached, set; thence N 00°05’14" W 100.68 feet to the 
N 1/16 corner common to Section 21 and Section 22, marked by a brass cap 
monument 610-S, found; thence S 89°59’34" E 1320.96 feet to the NW 1/16 
corner Section 22, marked by a 3-1/4" aluminum monument 4928-S found; 
thence S 89°57’03" E 322.87 feet to the Southwest corner of Tract A, K.R.D, 
S6-135, marked by a 5/8" rebar with aluminum cap attached, found; thence N 
00°10’25" W 131.00 feet to the northwest corner of said tract, marked by a 
5/8" rebar with aluminum cap attached, found; thence S 39°59’05" E 997.56 
feet to the northeast corner of said tract, marked by a 5/8" rebar with 
aluminum cap attached, found; thence N 00°10’25" W 413.73 feet along the 
N-S centerline of Section 22 to a property corner, marked by 5/8" X 30" rebar 
with 2" aluminum cap attached, set; thence N 85°16'01" E 1324.75 feet to a 
property corner, marked by a 5/8" X 30" rebar with 2" aluminum cap attached, 
set; thence N 00°09’47" W 668.93 feet to the E 1/16 corner common to 
Section 15 and Section 22, marked by a 3 1/4" aluminum cap monument 4928- 
S set; thence N 89°58’44" E 1320.69 feet along the section line to the section 
corner common to Sections 15, 14, 22 and 23, marked by a brass cap 
monument 631-S, found; thence S 00°06’52" E 1320.60 feet to the N 1/16 
corner common to Section 22 and Section 23, marked by a survey monument 
3808-S, found; thence S 00315’44" E 780.99 feet to the W.C. 1/4 corner 
common to Section 22 and Section 23, marked by a brass cap monument 
G.L.O., found; thence S 00°07’44" E 1200.83 feet to the northeast corner of 
the Seaman property and the true Point of Beginning.

P a r c e l  II;

That certain portion of U.S. Government Lot Sixty (60) of Section 23, Township 6 North, 
Range 12 West, Seward Meridian, that lies West of Existing Westerly right-of-way line of 
the North Kenai Highway, in the Kenai Recording District, Third Judicial District, State of 
Alaska.

E x h i b i t  3  t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
P a g e  - 1 6 -  O F  - 3 9 -
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EXHIBIT C

TESono Alaska Petroleum  Company 
Kenai Refinery 

Insurance Coverage 
(In  Millions)

SEPARA TE COVERAGES SINGLE LOSS AGGREGATE
Property Business General Retention/
Damage Interruption Liability Limits Limits Term Deductible

General Liability $ - $ - $ 1.0 $ 1.0 $ 2.0 04/01/92-93 $0.1

Primary Energy Package 2.5 2.5 2.5 5.0 5.0 04/01/92-93 $1.0 (PD) 
15 Days (Bl)

Energy Package 7.5 7.5 6.5 10.0 10.0 04/01/92-93 Underlying

Oil Insurance Ltd.1 200.0 - - 200.0 275.0 12/31/91-93 Underlying

Property Policy 40.0 2 5 .0 - 65.0 65.0 04/01/92-93 Underlying

Excess Energy Package - - 15.0 15.0 15.0 04/01/92-93 Underlying

XL ■ Europe - - 100.0 100.0 100.0 04/01/92-93 Underlying -

Oil Casualty Ins. Ltd. —Ii- 25.0 25.0 25.0 04/01/92-93 Underlying

TOTALS $250.0 $35.0 $150.0 $421.0 $497.0

'At the 12131192 renewal of this policy, tlw Replacement Cost coverage option was declined. Instead, Tesoro purchased a Depreciation Insurance policy 
with a term of 12131/92 to 4/1/93
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N o n  St a n d a r d  F in a n c in g  St a t e m e n t

This Non-Standard Financing Statement is presented to a Filing O f f ic e r  for 
filing pursuant to the Uniform Commercial Code.

1. Name and address of the debtor ("Debtor"):

T e s o r o  A l a s k a  P e t r o l e u m  C o m p a n y

8700 Tesoro Drive
San Amtonio, Texas 78217

2. Name and address of secured party ("Secured Party"):

T h e  S t a t e  O f  A l a s k a  
Director
Division of Oil & Gas 
P.O. Box 10-7034 
Anchorage, Alaska 99510

3. This Non-Standard Financing Statement covers the following collateral 
to the extent of the present or any future ownership interest of Debtor therein:

a. AJ1 Improvements now or hereafter attached to or 
placed, erected, constructed or developed on the tract of land 
described on Exhibit "A" attached hereto and made a part hereof for 
all purposes (the "Premises"), situated in the Kenai Recording District, 
Third Judicial District, Alaska.

b. Ail fixtures, furnishings, equipment, spare parts, supplies, 
inventory (but excluding all crude oil, refined product, partially refined 
product, and all hydrocarbons, additives and other ingredients to be 
incorporated in the refined product) and articles of personal property 
(the "Personal Property") now or hereafter attached to or used in or 
about the Improvements or Premises or that are necessary or useful 
for the complete and comfortable use, operation, and occupancy of the 
Improvements for the purposes for which they were or are to be 
attached, placed, erected, constructed or developed, or which Personal 
Property is or may be used in or related to the planning, development, 
or operation of the Improvements, and all renewals of or replacements 
or substitutions for any of the foregoing, whether or not the same are 
or shall be attached to the Premises or Improvements.

E x h i b i t  3  t o  t h e  S e t t l e m e n t  A g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
P a g e  - 1 7 -  o f  - 3 9 -
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I c. Ail water and water rights, timber, crops, and mineral
1 interests pertaining to the Premises.

18
19
2 0

3

4 d. AJ1 building materials and equipment now or h e r e a f t e r
5 delivered to and intended to be installed in or on the Premises or the
6 Improvements.
7

3 e. Ail plans and specifications for the Improvements.
9

10 f. Ail Debtor’s rights (but not its obligations) under any
11 contracts relating to the Premises, the Improvements oi the Personal
12 Property, but excluding any contract rights under any contract
13 containing a prohibition against assignment of or the granting of a
14 security interest in the rights of any party thereunder.

16 g. Ail Debtor's rights (but not its obligations) under any
12 documents, construction contracts, architectural agreements and

general intangibles, other than contract rights under any contract 
containing a prohibition against assignment of or the granting o f  a 
security interest in the rights of any party thereunder, and arising from

21 or by virtue of any transactions related to the Premises, Improvements
22 or Personal Property.
23
24 h. Ail permits, licenses, leases, franchises, certificates, and
25 other rights and privileges obtained in connection with the Premises,
26 the Improvements and the Personal Property.
27
28 i. All proceeds arising from or by virtue of the sale, lease
29 or other disposition of the Premises, the Improvements or the Personal
30 Property.
31
32 j. All proceeds (including premium refunds) of each policy
33 of insurance relating to the Premises, the Improvements or the
34 Personal Property.
35
36 k. All proceeds from the taking of any of the Premises, the
37 Improvements, the Personal Property or any rights appurtenant thereto
38 by right of eminent domain or by private or other purchase in lieu
39 thereof, including change of grade of streets, curb cuts or other rights
40 of access, for any public or quasi-public use under any law.
41
42 1. All right, title and interest of Debtor in and to all streets,
43 roads, public places, easements and rights- of-way, existing or proposed,

E x h i b i t  3  t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
P a c e  - 1 8 -  o f  - 3 9 -
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public or private, adjacent to or used in connection with, belonging or 
pertaining to the Premises.

in. All of the leases, rents, royalties, and issues, from the
Premises, the Improvements or the Personal Property, including 
without limitation, cash or securities deposited pursuant to leases to 
secure performance by the lessees of their obligations thereunder.

n. All rights, hereditaments and appurtenances pertaining
to the foregoing.

o. Other interests of every kind and character that Debtor 
now has or at any time hereafter acquires in and to the Premises, 
Improvements, and Personal Property described herein and all 
property that is used or useful in connection therewith, including rights 
of ingress and egress and all reversionary rights or interests of Debtor 
with respect to such property.

This Financing Statement is filed pursuant to the Security Agreement dated 
Ja n u a ry  , 1993.

D EBTO R:

TESORO ALASKA PETROLEUM  COMPANY

Date:___________  By:_

Treasurer

STATE O F _______________________  )
) ss:

CO UNTY O F ______________________  )

The foregoing instrument was acknowledged before me this ____ day of
 , 1993, b y _____________ .

NOTARY PUBLIC in and for 
My commission expires:______

EX H IB IT 3 TO T H E SETTLEM ENT AGREEM ENT DATED 12/15/92 
P a g e  -19* o f  -39-
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SE C U R E D  PARTY.

The State of Alaska

Date: B y :.

STATE OF ALASKA

TH IR D  JUDICIAL DISTRICT
) ss:

The foregoing instrument was acknowledged before me this day of 
 , 1993, b y _____________ .

NOTARY PUBLIC in and for Alaska 
My commission expires:_____________

Exhid it 3 to the Settlement agreement dated 12/15/92
Page -20- of -39-
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E x h i b i t  A

P a r c e l  I;

That portion of Section 22 and the Northeast 1/4 of Section 21, Township 7 North, Range 
12 West, Seward Meridian, records of the Kenai Recording District, Third Judicial District, 
State of Alaska, described as follows:

Commencing at the 1/4 corner common to Section 22 and Section 27, 
Township 7 North, Range 12 West, Seward Meridian, AJaska, marked by an 
Alaska Department of Highways survey monument found; proceed East
2640.92 feet along the section line, Basis of Bearing for this description, 
according to General Land ffice datum for the Section corner common to 
Sections 22, 23, 26 and 27 marked by an Alaska Department of Highways 
monument found; thence N 00°07’44" W 1982.23 feet along the section line 
common to Section 22 and Section 23 to the northeast comer of the Seaman 
property, the true Point of Beginning for this description, marked by a 5/8"
X 30" rebar with 2" aluminum cap attached, set; thence S 89°58’52" W 330.15 
feet along the north boundary line of the Seaman property to the northwest 
corner of said property, marked by a 5/8" X 30" rebar with 2" aluminum cap 
attached, set; thence S 00°07’59" E 660.69 feet along the western boundary of 
the Seaman property to the southwest comer of said property, marked by a 
5/8" X 30" rebar with 2" aluminum cap attached, set; thence S 89°59’26" W
2310.72 feet to the CS 1/16 corner of Section 22, marked by a 3 1/4" 
aluminum monument 4928-S, found; thence N 00°08’43" W 1320.75 feet to the 
C 1/4 of Section 22, marked by a brass cap G.L.O. monument 610-S, found; 
thence S 89058’28" W 1320.53 feet to the CW 1/16 comer, marked by a brass 
cap monum ent 610-S, found; thence S 89°56’49" W 991.57 feet to a property 
corner which is situated in a small pond; thence North 00°05’58" W 1170.92 
feet to a property com er marked by a 5/8" X 30" rebar, set; thence N 
89°59'53" W 330.64 feet to the section line common to Section 21, Section 22 
and HES 74, marked by a brass capped monument, found; thence N 89°59’53"
W 659.87 feet to a property comer situated along the easterly right-of-way 
line of the North Kenai Road; thence N 20°33'50" W 19.36 feet along said 
right-of-way to a point of curvature; thence along a curve of said right-of-way 
whose radius point bears northeasterly 1357.50 feet, delta of 1°25’49", arc 
length 33.89 feet to a property comer marked by a 5/8" X 30" rebar with 2"

E x h ib i t  3 t o  t h e  S e t t le m e n t  a g r e e m e n t  d a te d  12/15/92 
P a c e  -21- o f  -39-
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aluminum cap attached, set; thence S 89°59’53" E 678.10 feet to a property 
corner situated on the east line of Section 21, marked by a 5/8" X 30" rebar 
with 2" aluminum cap attached, set; thence N 00°05’14" W 100.68 feet to the 
N 1/16 corner commou to Section 21 and Section 22, marked by a brass cap 
monument 610-S, found; thence S 89°59’34" E 1320.96 feet to the NW 1/16 
corner Section 22, marked by a 3-1/4" aluminum monument 4928-S found; 
thence S 89°57'03" E 322.87 feet to the Southwest corner of Tract A, K.R.D.
86-135, marked by a 5/8" rebar with aluminum cap attached, found; thence N 
00°10’25" W 131.00 feet to the northwest corner of said tract, marked by a 
5/8" rebar with aluminum cap attached, found; thence S 89°59’05" E 997.56 
feet to the northeast corner of said tract, marked by a 5/8" rebar with 
aluminum cap attached, found; thence M 00o10,25" W 413.73 feet along the 
N-S centerMne of Section 22 to a property corner, marked by 5/8" X 30" rebar 
with 2" aluminum cap attached, set; thence N 85<T 6 ,01" E 1324.75 feet to a 
property corner, marked by a 5/8" X 30" rebar with 2" aluminum cap attached, 
set; thence N 00°09’47" W 668.93 feet to the E 1/16 corner common to 
Section 15 and Section 22, marked bv a 3 1/4" aluminum cap monument 4928- 
S set; thence N 89°58’44" E 1320.69 feet along the section line to the section 
corner common to Sections 15, 14, 22 and 23, marked by a brass cap 
monument 631-S, found; thence S 00°06’52" E 1320.60 feet to the N 1/16 
corner common to Section 22 and Section 23, marked by a survey monument 
3808-S, found; thence S 00°15’44" E 780.99 feet to the W.C. 1/4 corner 
common to Section 22 and Section 23, marked by a brass cap monument 
G.L.O., found; thence S 00°07’44" E 1200.83 feet to the northeast corner of 
the Seaman property and the true Point of Beginning.

P a r c e l  II:

That certain portion of U.S. Government Lot Sixty (60) of Section 23, Township 6 North, 
Range 12 West, Seward Meridian, that lies West of Existing Westerly right-of-way line of 
the North Kenai Highway, in the Kenai Recording District, Third Judicial District, State of 
Alaska,

E x h i b i t  3  t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  1 2 7 1 5 / 9 2
P a g e  - 2 2 -  o f  - 3 9 -
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D e e d  o f  T r u s t

a m o n g

T e s o r o  A l a s k a  P e t r o l e u m  C o m p a n y  
a  D e l a w a r e  C o r p o r a t i o n  

a s  T r u s t o r

a n d

T r a n s A l a s k a  T i t l e  I n s u r a n c e  A g e n c y , I n c .
a s  T r u s t e e

a n d

T h e  S t a t e  o f  Al a s k a  
as Beneficiary

D a t e d  a s  o f  J a n u a r y  , 1 9 9 3

E x h i b i t  3  t o  t h e  S e c u r i t y  a g r e e m e n t  d a t e d  1 2 A 5 / 9 2
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3 DEED OF TRUST
4
5 THIS DEED OF TRUST dated as of the  day cf January 1993 among Tesoro
6 Alaska Petroleum Company, a Delaware corporation ("Trustor"). having its principal office at 8700 

Tesoro Drive, San Antonio, Texas 78217, TransAlaska Title Insurance Agency, Inc., an Alaska
8 corporation ("Trustee") (including any successor trustee at the time acting as such hereunder), having
9 its principal office at 100 West Tudor Road, Building A, Anchorage, Alaska 99503, and The State

10 of Alaska; Attention: Director the Division of Oil & Gas, P.O. Box 10-7034, Anchorage, Alaska
11 99510 ("B enefic ia ry"!.
12
13 W I T N E S S E T H :
14
13 I. TO SECURE:
16
17 A. Payment and performance of the indebtedness, obligations and liabilities owed by the
18 Trustor to the Beneficiary under and pursuant to that Settlement Agreement, attached hereto as
19 Exhibit A (the "Settlement Agreement"), the terms of which are incorporated herein by reference,
20 made bv the Trustor to the Beneficiary pursuant to the Settlement Agreement;
21
22 B. Performance and observance of each term to be performed by Trustor under the
23 Settlement Agreement and the Security Documents and payment of all sums payable by Trustor to
24 Beneficiary as provided therein;
25
26 C. Performance of the obligations, terms, conditions and liabilities of the Bond described
27 in Paragraph 5 of the Settlement Agreement.
28
29 D. Performance and observance of each term contained in this Deed of Trust and the
30 Security Agreement and payment of all sums payable by Trustor to Beneficiary as provided herein;
31 provided that this Deed of Trust shall secure not only existing obligations and indebtedness but also
32 future advances, whether such advances are obligatory or otherwise as may arise under the terms
33 of Exhibit A; (ail of the foregoing indebtedness, obligations and liabilities being hereinafter referred
34 to as the "Secured Obligations"!:
35
36 II. Trustor hereby conveys, grants, assigns, transfers and sets over to Trustee, with power of sale,
37 all right, title and interest of Trustor in and to the following (collectively called the "Mortgaged
38 Property"):
39
40 A. The real property described in Exhibit B attached hereto and made a part hereof
41 (the "Premises");

1
2

E x h i b i t  3  t o  t h e  S e c u r i t y  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
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B. All buildings, im provem en ts  and  fixtures now o r  h e re a f te r  located  o r  e rec ted  on the 
P rem ises  (the  ' 'Im provem en ts1');

C. Any and  all leases, underle ttings and  licenses o f  the Prem ises  o r  Im provem ents ,  or 
any p ar t  thereof,  now existing o r  hereaf te r  e n te re d  into by T rus to r ,  including, without 
lim itation, upon  a default,  the right to receive and  collect the  rents, issues and 
royalties d er iv ed  o r  to be derived  by T ru s to r  th e re fro m ; and

D. (i) All an d  singular, the tenem en ts ,  hered itam en ts ,  rights-of-way, easem ents ,  waters, 
w a te r  courses, r ip a r ian  rights, appendages  a n d  ap p u r ten an ces  a n d  p roperty  belonging 
o r  in any way per ta in ing  to the Prem ises o r  the Im provem en ts  and  (ii) all estate, 
right, title, claim  o r  d e m a n d  whatsoever, e i th e r  in law o r  in equity, in possession or 
expectancy, of, in and  to the Prem ises  and  the Im provem ents .

T O  H A V E  A N D  T O  H O L D  the M o rtgaged  Property  unto  T ru s tee ,  its successors 
an d  assigns forever.

IN  T R U S T , N E V E R T H E L E S S ,  upon the te rm s an d  trust h e re in  set forth for the 
benefit  an d  security o f  Beneficiary.

IN  T H E  E V E N T  T ru s to r  shall pay all o f  the sum s payable u n d e r  the Settlem ent 
A g reem en t ,  the Security D o c u m e n ts  an d  h e reu n d er ,  and  shall com ply with th e  te rm s h e re o f  and 
u n d e r  the Security  D ocum en ts ,  then  this D e ed  o f  T ru s t  shall be null an d  void a n d  o f  no  fu r ther  force 
and  effect an d  shall be re leased  by Beneficiary at the expense o f  T rusto r.

S E C T IO N  1 C O V E N A N T S .

T ru s to r  covenan ts  with Beneficiary as follows:

1.1 D efin it io n s .

1.1.1 As used  here in ,  the following term s shall have the following m eanings:

"B enefic iary": as def ined  in the p ream ble  here to .

"E v en t  o f  L oss": shall m ean , with respect to the M o rtgaged  P roper ty ,  the actual or 
construc tive  loss th e re o f  o r  o f  the use th e re o f  due to theft, destruc tion , d am ag e  beyond  repair  or 
dam ag e  to an  ex ten t which m ak es  rep a ir  uneconom ical as reasonably  d e te rm in e d  by T ru s to r  o r  the 
co n d e m n a t io n ,  confiscation  o r  s e ; u r e  thereof,  o r  requisition  o f  title to o r  to the  use th e re o f  by any 
G o v e rn m en ta l  A u th o ri ty  o r  any o th e r  Person , w he ther  o r  no t  ac ting u n d e r  co lo r  o f  governm ental  
au th o r iza t io n ;  p rovided , how ever, th a t  any event shall not co n s t i tu te  an Even t o f  Loss if: (a) within
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90 days o f  the occu rren ce  o f  such event, the Board  o f  D irectors  o f  T ru s to r  shall have d e te rm in ed  
in good  faith that any such loss o r  requisition  o f  use is not expected  to extend beyond 90 days after 
such event o r  tha t  any such p ro p e r t ie s  which have been  lost, destroyed, dam aged , condem ned , 
conf isca ted ,  se ized  o r  requ is i t ioned  will be rebuilt o r  rep laced  and  (b) T ru s to r  acts diligently an d  in 
g o o d  faith an d  with sufficient re sources  to rebuild  o r  rep lace  any such p rope rt ie s  which have been 
lost, des troyed , d am ag ed ,  co n d em n ed ,  seized o r  requ is it ioned  within one year, such one  year period  
to be em en d e d  by the Beneficiary upon  evidence reasonably  satisfactory to the Beneficiary that the 
T ru s to r  has p ro c eed e d  diligently in such rebuilding o * rep lacem en t;  provided fu r th e r , however, that 
if T ru s to r  shall no t  com ply  with the req u irem en ts  o f  the p reced ing  proviso a t any time during such 
per iod ,  o r  if a t the en d  o f  such p e r io d  the M ortgaged  P roper ty  has not been  substantially  rebuilt o r 
rep laced  an d /o r  the  use th e re o f  substan tially  re s to red  to T ru s to r ,  an Event o f  Loss shall then be 
d e e m e d  to have occu rred .  A n E vent o f  Loss shall be a defau lt  u n d e r  this D eed  o f  T ru s t  which will 
A cce le ra te  all rem a in ing  am o u n ts  due an d  owing o r  o therw ise  entitle  Beneficiary to exercise any or 
all o f  its rights upon  default.

"M o rtg ag ed  P roper ty  ": as def ined  in the g ran ting  clauses hereof.

"P rem ise s": as d e f in ed  in the g ran ting  clauses hereof.

"Security  D o c u m e n ts ": T he D e ed  o f  T rust,  the Security A g reem en t  and  the Non- 
S ta n d a rd  U C C  F inancing  S ta tem en t  reco rded  concurren tly  with the D eed  o f  Trust, and  the Bond 
d esc r ib ed  in 11 5 o f  the S e t t le m e n t  A greem en t.

"T a k in g ": a tak ing  o f  all o r  any part  o f  the  M ortgaged  Property  o r  any in terest  
th e re in  o r  right accru ing  there to ,  as the result o f  o r  in lieu o r  in an ticipation  o f  the exercise o f  the 
right o f  co n d e m n a t io n  o r  em in en t  dom ain ,  o r a change o f  g rade  affecting the M ortgaged  Property  
o r  any part thereof .

"T r u s t e e ": as d ef in ed  in the p ream b le  he re to .

"T ru s to r ": as d e f in ed  in the p ream b le  here to .

1.1.2 T h e  cap ita lized  term s used  here in  bu t not def ined  here in  a re  defined  in, o r  
by re fe re n ce  to  the S e t t le m e n t  A g re em en t ,  Exhibit A, an d  shall have the m eanings specified there in  
(such  defin it ions to be equally  app licab le  to the s ingular an d  plural forms thereof) .

1.1.3 T h e  words "hereof," "herein" an d  "hereunder"  and  words o f  similar import 
w hen  used  in this D e e d  o f  T ru s t  shall refer to this D i e d  o f  T ru s t  as a whole and  not to any 
p a r t ic u la r  provision o f  this D e ed  o f  Trust ,  o r  Exhibits.

EXHIBIT 3 TO THE SECURITY AGREEMENT DATED 12/15/92 
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1-2 Payment of Indebtedness. Trustor shall pay the indebtedness secured by this Deed
of Trust in accordance with the terms of the Settlement Agreement and shall pay and perform each 
and all of the other Secured Obligations.

1.3 Insurance.

1.3.1 Trustor shall maintain with financially sound and reputable companies:

1.3.1.1 Insurance covering the Improvements against loss or damage by fire, 
lightening, flood (subject to normal sublimits), vandalism and malicious mischief and by such other, 
further and additional risks as now are or hereafter may be covered by the standard extended 
coverage endorsement in amounts not less than Two H u n d re d  F if ty  M il l io n  D o l la r s  
($250,000,000.00) p'us each additional coverage equal to the lesser of (i) the replacement value of 
Improvements built with Expansion Debt or (ii) the amount of such Expansion Debt;

1.3.1.2 Business interruption insurance, not less than T h ir ty ' F ive  M illio n  
D o l l a r s  ($35,000,000.00);

1.3.1.3 Comprehensive public liability and property damage insurance 
applicable to the Mortgaged Property of not less than O ne H u n d re d  F if ty  M il l io n  D o l la r s  
($150,000,000.00);

1.3.1.4 During the course of any construction or repair of the Improvements, 
workers’ compensation insurance in amounts reasonably satisfactory to Beneficiary;

1.3.1.5 During the course of any construction or repair of Improvements, in 
an amount in excess of $1,000,000.00, builder’s completed value risk insurance against "all risks of 
physical loss," including collapse and transit coverage, during construction of the Improvement, 
covering the total value of work performed and equipment, supplies and materials furnished;

1.3.1.6 Boiler and machinery insurance covering pressure vessels, air tanks, 
boilers, machinery, pressure piping, heating, air-conditioning and elevator equipment escalator 
equipment, provided the Improvements contain equipment of such nature, and insurance against loss 
of occupancy or use arising from any such breakdown, in amounts reasonably satisfactory to 
Beneficiary; and

1.3.1.7 Such other insurance, and in such amounts, as reasonably may be 
required by Beneficiary against other hazards.

Subject to the existing exclusions in the policies set forth in Exhibit C to the Security Agreement, 
all policies of insurance shall, except for workers’ compensation insurance, name T*- ‘or and
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Beneficiary as insureds, shall proviue that any loss shall be payable notwithstanding any act or 
negligence of Trustor and shall contain a waiver of subrogation against Trustor.

1.3.2 Trustor will make all payments for insurance premiums for which provision 
has not been made herein and will deliver to Beneficiary, promptly upon request the originals of all 
insurance policies required hereunder or certificates evidencing such policies (or, in the case of 
blanket policies, certificates thereof) together with evidence of payment of all premiums due thereon.

1.3.3 Any amounts advanced or expended by Beneficiary to pay costs of collection 
of insurance proceeds hereunder, including without limitation, reasonable attorney’s fees, costs and 
disbursements, shall be paid by Trustor to Beneficiary on demand, with interest thereon from the 
date of advance or expenditure at the Default Rate set forth in Exhibit A. Settlement Agreement 
Paragraph 13.

1.3.4 Trustor shall cause (i) all property loss or damage insurance policies with 
respect to the Mortgaged Property to contain a loss payable clause in favor of Beneficiary providing 
that any payment with respect to a loss in excess of T h r e e  M ill io n  D o l l a r s  ($3,000,000.00), if 
not lawfully paid first to a creditor with a lien prior to these Security Documents, shall be paid solely 
to Beneficiary and any payment with respect to a loss of T h r e e  M ill io n  D o l l a r s  ($3,000,000.00) 
or less shall be paid to Trustor, (ii) all insurance policies to provid" that no cancellation, reduction 
in amount or material change in coverage thereof shall be effective until at least 30 days after receipt 
by Beneficiary of written notice 'hereof, (iii) all insurance policies to insure the interests of 
Beneficiary regardless of any breach of or violation by Beneficiary or any other Person of any 
warranties, declarations or conditions contained therein, and (iv) all insurance policies to provide 
that Beneficiary shall have no obligation or liability for premiums, commissions, assessments or calls 
in connection with such insurance or in connection with any representation or warranty made by 
Trustor in connection with the obtainment of such insurance.

1.3.5 Trustor shall be entitled to negotiate the settlement of any insurance payment 
from any insurer in connection with the insurance required hereunder provided that (a) the Trustor 
declares an Event of Loss and plans to replace or restore the Mortgaged Property, and either (i) if 
the Trustor plans to rebuild or replace such loss or damage to the Mortgaged Property, the Trustor 
delivers to the Beneficiary a report, prepared by an independent engineer and certified by a 
Responsible Officer of the Trustor, that the amount of the insurance settlement is sufficient to 
replace or restore such loss or damage to the Mortgaged Properry, with such additional information 
as the Beneficiary may reasonably request or (ii) if the Trustor plans to rebuild or replace such loss 
or damage to the Mortgaged Property and the amount of the insurance settlement is insufficient to 
rebuild or replace such loss or damage to the Mortgaged Property, any such insurance settlement 
is subject to the final approval of the Beneficiary (such approval not to be unreasonably withheld 
or delayed); provided, however, that if a notice of default is in effect, Trustor will not be entitled 
to negotiate the settlement of any such insurance payments.
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1.3.6.1 Payments received by Beneficiary from any insurer with respect to loss 
or damage to the Mortgaged Property (whether or not involving any Event of Loss) shall be held 
by Beneficiary if not held by a creditor with a lien senior to Beneficiary and (A) unless a notice of 
default shall be in effect or an Event of Loss shall have occurred and be continuing, shall be paid 
over Trustor at the request of the Trustor for use in the replacement or restoration of the part 
of the Mortgaged Property which suffered such damages or loss, (B) if the Mortgaged Property is 
not to be replaced or restored shall be applied to the balance due to Beneficiary and (C) if a notice 
of default shall be in effect, shall be applied in accordance with the terms of the Settlement 
Agreement; and

1.3.6.2 Any payments received by Beneficiary from any insurer with respect 
to business interruption insurance shall be held by Beneficiary and (A) unless a notice of default 
shall be in effect or an Event of Loss shall have occurred and be continuing, shall be paid over to 
Trustor at the request of the Trustor for use in the Trustor’s ordinary course of business and (B) 
if a notice of default shall be in effect, shall be applied in accordance with the terms of the 
Settlement Agreement.

1.4 Maintenance. Repairs. Additions, etc. Trustor shall (a) maintain the Mortgaged
Property in good condition and repair (including, without limitation, any repair or rebuilding 
required as a result of any damage, destruction or Taking of the Mortgaged Property) and shall not 
commit or suffer any waste thereof, (b) not negatively, materially alter or demolish the Mortgaged 
Property and (c) comply in all material respects with all Requirements of Law affecting the 
Mortgaged Property.

1.5 Impositions.

1.5.1 Prior to delinquency Trusior shall pay (i) all real estate taxes or assessments 
and special assessments for local improvements, sewer rents, water rates and any other charges in 
lieu of or in substitution of real estate taxes or assessments and (ii) any license fee, tax or assessment 
imposed on Beneficiary and measured by or based in whole or in part upon the amount of the 
outstanding obligations secured hereby, (collectively, the "Impositions'”).

1.5.2 Trustor shall furriish Beneficiary upon request within 60 days after the date 
upon which any such Imposition is payable hereunder by Trustor, official receipts of the appropriate 
taxing authority, or other proof reasonably satisfactory to Beneficiary, evidencing the payment 
thereof.

1.5.3 If requested by Beneficiary, Trustor shall cause to be furnished to Beneficiary
a report from Trustee or its successor reflecting the current statu; of tax payments with regard to
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the Mortgaged Property and such title endorsement and other information as the Beneficiary mav 
reasonably request.

1.6 Permitted Contests. Trustor may contest, after notice to Beneficiary, any Imposition 
or Requirement of Law, provided that (a) in the C3se of an unpaid Imposition such proceedings shall 
suspend the collection thereof from Trustor, Beneficiary and the Mortgaged Property, (b) neither 
the Mortgaged Property nor any interest therein would be in danger of being sold, forfeited or lost, 
(c) in the case of a Requirement of Law neither Trustor nor Beneficiary would be in any danger of 
any additional civil or any criminal liability for failure to comply therewith, and (d) Trustor shall 
have set aside on its books adequate reserves with respect thereto, and shall have furnished such 
security as may be reasonably requested by Beneficiary.

1.7 Expenses of Litigation. Trustor shall, at its expense, appear in and defend any action 
or proceeding purporting to affect the security hereof or the rights and power of Beneficiary or 
Trustee hereof, and pay al! costs and expenses, including reasonable expenses of title and legal 
expenses, costs, and fees in any action Eeneficiarv or Trustee may appear. Failure of Trustor to 
appear and defend after notice is a Default under this Deed of Trust. All reasonable sums incurred 
by Beneficiary for the expense of any litigation (including, without limitation, attorney’s fees and 
expenses) to prosecute (including, without limitation, an action to foreclose this Deed of Trust or 
to collect the indebtedness secured hereby), or defend the rights and lien created by this Deed of 
Trust shall be paid by Trustor on demand, together with interest thereon at the rate set forth in 
Exhibit A, Settlement Agreement. 1113.

1.8 Taking of Mortgaged Property. If there should be a Taking, partially or totally of 
the Mortgaged Property, Trustor shall give prompt notice thereof to Beneficiary and all awards and 
proceeds of such Taking shall be paid to Beneficiary if not lawfully paid first to a creditor with a 
prior lien to these Security Documents. Trustor hereby assigns such awards and proceeds to 
Beneficiary. Trustor shall be entitled to negotiate the settlement of any claims for such awards or 
proceeds, provided that (a) the Trustor declares an Event of Loss and does not plan to replace or 
restore the Mortgaged Property, (b) if the Trustor plans to replace the Mortgaged Property, the 
Trustor delivers to the Beneficiary a report, prepared by an independent engineer certified by a 
Responsible Officer of the Trustor, that the awards or proceeds of the claims settlement are 
sufficient to replace the Mortgaged Property, with such additional information as the Beneficiary 
may reasonably request or (c) if the Trustor plans to replace the Mortgaged Property and the 
amount of the claims settlement is insufficient to replace the Mortgaged Property, any such claims 
settlement is subject to the final approval of the Beneficiary (such approval not to be unreasonably 
withheld or delayed); provided, however, that if a notice of default is in effect, Trustor will not be 
entitled to negotiate the settlement of any such claims. Any awards or proceeds of a Taking received 
by Beneficiary shall be held by Beneficiary and (i) unless a notice of default shall be in effect or an 
Event of Loss shall have occurred and be continuing, shall be paid over to Trustor for use in the 
replacement or restoration of the part of such Mortgaged Property which suffered such Taking, (ii)
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if such Mor.gaged Property is not to be replaced or restored, shall be credited to the obligations of 
Trustor under the prepayment schedule set forth in Exhibit A, (iii) if a notice of default shall be in 
effect, shall be applied in accordance with the terms of the Ser'lement Agreement.

1.9 Inspection. Beneficiary and any persons authorized by Beneficiary shall have the right 
to enter and inspect the Mortgaged Property at all reasonable "imes.

1.10 Utilities. Trustor shall pay when due all utility, sprinkler system and protective 
services charges which are furnished to the Mortgaged Property whether public or private.

1.11 Action by Beneficiary to Preserve Mortgaged Property, Should Trustor fail to make
any payment or do any act as and in the manner provided in this Deed of Trust, Beneficiary without 
obligation so to do after 10 days written notice to or demand upon Trustor and without releasing 
Trustor from any obligation, Beneficiary may make or do the same in such manner and to such 
extent as it may deem necessary therefor. Trustor shall, upon demand therefor by Beneficiary pay 
all reasonable costs and expenses incurred by Beneficiary in connection with the exercise by
Beneficiary of the foregoing rights (including, without limitation, attorney’s fees and expenses)
together with interest thereon from the date of each such expenditure until paid, calculated at the 
rate set forth in U 13 of Exhibit A, and the same shall constitute additional indebtedness secured 
hereby.

1.12 Other Instruments.

1.12.1 Trustor shall execute, acknowledge and deliver, from time to time, such 
further instruments as the Beneficiary may reasonably require to accomplish the purposes of this 
Deed of Trust.

1.12.2 Trustor, promptly upon the execution and delivery of this Deed of Trust, and 
thereafter from time to time, shall cause this Deed of Trust, any mortgage or deed of trust 
supplemental hereto and each instrument of further assurance to be filed, registered or recorded and 
refiled, re-registered or re-recorded in such manner and in such places as may be required by any 
present or future law in order to publish notice of and perfect the lien of this Deed of Trust upon 
the Mortgaged Property.

1.12.3 Trustor shall pay all filing, registration and recording fees, all refiling, re­
registration and re-recording fees, and all expenses incident to the execution and acknowledgement 
of this Deed of Trust, the Security Agreement, any mortgage or deed of trust supplemental hereto 
and any instrument of further assurance, and all Federal, State, county and municipal stamp taxes 
and other taxes, duties, imposts, assessments and charges arising r t of or in connection with the 
execution and delivery of the Notes, this Deed of Trust, the Secuniy Agreement, any mortgage or 
deed of trust supplemental hereto or any instruments of further assurance.
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1 1.12.4 Statements. Trustor, within five days upon request in person or within 10 days
2 upon request by mail, shall furnish the Beneficiary a written statement, duly acknowledged, of the 

amount due on this Deed of Trust and whether it has knowledge of any offsets or defenses existing
4 against the indebtedness secured by this Deed of Trust.
5
6 SECTION 2 NOTICE OF DEFAULT1
8 2.1 Notice of Default. If any notice of default is in effect, Beneficiary may proceed by
9 an action at law, suit in equity or other appropriate proceeding, to protect and enforce its rights,

10 whether for the foreclosure of the lien of this Deed of Trust, or for the specific performance of any
11 agreement contained herein or for an injunction against the violation of any of the terms hereof.
12

13 2.2 Power of Sale. If a notice of default is in effect, Beneficiary may invoke the power
14 of sale and any other remedies permitted under the laws of Alaska or provided herein. Trustor
15 acknowledges that the power of sale herein granted may be exercised by Beneficiary without prior
16 judicial hearing. Trustor has the right to bring an action to assert the non-existence of a breach or
17 any other defense of Trustor to default and sale. Beneficiary shall be entitled to collect all
18 reasonable costs and expenses incurred in pursuing such remedies, including, but not limited to,
19 reasonable attorney’s fees and costs of documentary evidence, abstracts and title reports.
20
21 The T rustor is personally obligated and fully liable for the am ount due from Trustor
22 under the Settlem ent Agreement. The Beneficiary has the right to sue on the Settlem ent Agreement
23 and obtain a personal judgm ent against the T rustor for satisfaction of the am ount due under the
24 Settlem ent Agreement either before or after a judicial foreclosure of the mortgage or deed of trust
25 under AS 0 9 .4 5 .1 7 0  - 0 9 .4 5 .2 2 0 .
26
27 If the power of sale is invoked, Trustee shall execute a written notice that a notice
28 of default is in effect and of the election to cause the Mortgaged Property to be sold and shall
29 record such notice in each Recording District in which the property or some part thereof is located.
30 Trustee shall mail copies of such notice in the manner provided by the laws of Alaska to Trustor and
31 to such other persons as the laws of Alaska prescribe. Trustee shall give notice of sale and shall sell
32 the Mortgaged Property according to the laws of Alaska. Trustee may sell the property at the time
33 and place and under the terms designated in the notice of sale in one or more parcels and in such
34 order as Trustee may determine. Trustee may postpone sale of all or any parcel of the Mortgaged
35 Property by public announcement at the time and place of any previously scheduled sale.
36 Beneficiary or Beneficiary's designee may purchase the property at any sale.
37
38 Trustee shall deliver to the purchaser Trustee’s deed conveying the property so sold
39 without any covenant or warranty, expressed or implied. Recitals in the Trustee's deed shall be
40 prima facie evidence of the truth of the statements made therein.
41
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The proceeds of any sale of the Mortgaged Property shall be applied and distributed 
according to the laws of the State of Alaska. All such proceeds lawfully belonging to Beneficiary 
shall be applied as provided in the Settlement Agreement.

2.3 Waiver of Appraisement. Valuation, etc. To the extent permitted by applicable law, 
Trustor hereby waives the benefit of all appraisement, valuation, stay, extension and redemption laws 
now or hereafter in force and all rights of marshalling in the event of any sale of the Mortgaged 
Property or any interest therein.

2.4 Appointment of Receiver. To the extent permitted by applicable law, if a notice of 
default is in effect, Beneficiary shall, as a matter of right, be entitled to the appointment of a 
receiver for the Mortgaged Property, and Trustor hereby consents to such appointment and waives 
notice of any application therefor.

2.5 Assignment of Rents. As additional security, Trustor hereby grants to Beneficiary 
the right, power and authority during the continuance of this trust to collect the rents, issues, and 
royalties of said property, reserving to Trustor prior to any default by Trustor in payment of the 
obligation secured hereby or in performance of any agreement hereunder the right to collect and 
retain such rents, issues, and royalties as they become due and payable. Upon such default, 
Beneficiary may, at any time without notice, either in person, by agent or by a receiver, and without 
regard to the adequacy of any security for the obligation hereby secured, enter upon and take 
possession of said property or any part thereof, and in her own name or otherwise, sue for or 
otherwise collect such rents, issues, royalties and profits, including those past due and unpaid and 
any advance payments made thereon, and apply the same, less reasonable costs and expenses of 
operation and collection, including reasonable attorney's fees, to the obligation secured hereby, in 
such order as Beneficiary reasonably determines. The entering upon and taking possession of said 
property, the collection of such rents, issues, royalties and profits, and such application thereof shall 
not cure nor waive any default or notice of default hereunder nor invalidate any act done pursuant 
to such default or notice. The Beneficiary’s rights, described in this paragraph as accruing upon 
default in payment of the obligation secured hereby, are not exclusive and shall apply in addition to 
any other rights allowed by law.

2.6 Remedies, etc. Cumulative. Each right, power and remedy of Beneficiary provided 
for herein and now or hereafter existing at law or in equity or by statute or otherwise shall be 
cumulative, and the exercise by Beneficiary of any one or more of such rights, powers or remedies 
shall not preclude the simultaneous or later exercise by Beneficiary of any or all such other right:;, 
powers or remedies.

EXt.lBIT 3 TO THE SECURITY AGREEMENT DATED 12/15/92 
P a g e  -33- o f  -39-
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SECTION 3 MISCELLANEOUS
3.1 Settlement Agreement. This Deed of Trust has been executed and delivered pursuant 

to the Settlement Agreement and is entitled to the benefits thereof.

3.2 Notices. All notices, requests, demands or other communications hereunder shall be 
given in writing (including telex or facsimile transmission) and shall be deemed to have been duly 
given when delivered pursuant to 11 11 of Exhibit A.

3.3 No Oral Modification. This Deed of Trust may not be changed or terminated orally.

3.4 Terms Subject to Applicable Law. All rights, powers and remedies provided herein 
may be exercised only to the extent that the exercise thereof does not violate any applicable law, and 
are intended to be limited to the extent necessary so that they will not render this Deed of Trust 
invalid, unenforceable or not entitled to be recorded, registered or filed under any applicable law. 
In the event any one or more of the terms contained in this Deed of Trust shall be held to be 
invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall not 
affect any other term hereof.

3.5 Successors and Assigns. All terms of this Deed of Trust (including, without 
limitation, the obligation to make payments required by Exhibit A) shall run with the land and bind 
Trustor, its successors and assigns, and all persons claiming under or through Trustor or any such 
successor or assign and shall inure to the benefit of Trustee and Beneficiary, and their respective 
successors and assigns.

3.6 Warranty of Title. Trustor represents that it has good and marketable fee simple title 
to the Mortgaged Property, subject only to those items set forth as exceptions to title in the form 
of the title policy delivered to Beneficiary at closing under TransAlaska Title Insurance Agency, Inc. 
Order No. 445892, Policy No. 105298, and has the right to mortgage the Mortgaged Property. This 
warranty of title is a material representation to the inducement of the Settlement Agreement, Exhibit 
A. Trustor will pay the premium for T en Million Dollars (510,000,000.00) of title insurance 
coverage as an additional inducement to this Settlement Agreement. This premium is approximately 
$11,725.75. The parties recognize that the amount of coverage is insufficient to cover the true loss 
of Beneficiary if there is a defect in title. Thus, as an additional inducement, the Trustor will also 
name the State of Alaska as an additional insured on any future title insurance policies issued as to 
part or all of the Premises and Improvements to the extent obtainable at a nominal cost to the 
Trustor. Trustor will warrant and defend such title and the lien and interest of this Deed of Trust 
as a valid and enforceable deed of trust thereon subject only to the exceptions shown on the above- 
referenced policy of Title Insurance, and the Senior Debt as defined in Exhibit 7 to the Settlement 
Agreement.

E x h i b i t  3  t o  t h e  S e c u r i t y  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
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Successor T ru s te e . Beneficiary shall have the right to appo in t a substitu te ,  o r  a 
successor trustee ,  to act as T ru s tee  h e reu n d e r  by w ritten  designation. Such right shall ex tend  to the 
a p p o in tm en t  o f  o th e r  successor and  substitute trustees  successively until the indeb tedness  hereby 
secu red  has been  paid in full o r  until the M ortgaged  Property  is sold hereu n d er ,  an d  each  substitute 
and  successor t rus tee  shall succeed  to all o f  the rights and  powers o f  the original T ru s tee  nam ed 
herein .

3.8 F u tu re  A d v an ces . This D eed  o f  T ru s t  shall secure not only existing indebtedness 
hereby secu red  but also any fu tu re  advances, w h e th e r  such advances a re  obligatory  o r  a re  to be made 
at the op tion  o f  the Benefic iary  o r  o therw ise , as a re  m ad e  within 10 years from the d a te  h e reo f  to 
the sam e ex tent as if such  fu tu re  advances w ere  m ad e  on the d a te  o f  execution o f  this D e e d  o f  Trust 
a l though th e re  may be no advance  m ad e  at the tim e o f  the execution o f  this D e e d  o f  T rust and 
a lthough  th ere  may be no  in d eb ted n ess  secured  hereby  ou ts tand ing  at the time any advance  is made. 
T he  lier. o f  this D e ed  o f  T ru s t  shall be  valid as to all indeb tedness  secured  hereby  a n d  including 
fu tu re  advances from the  tim e o f  its filing o f  record  in the R ecord ing  District w h e re  th e  M ortgaged 
P roper ty  is located . T h e  to tal a m o u n t  o f  indeb tedness  hereby secured  may increase  o r  decrease 
from tim e to time but the total u n p a id  principal balance o f  indeb tedness  hereby s ec u red  at any time 
o u ts tan d in g  shall not exceed  N in e ty  Six M il l io n  E ig h t  H u n d re d  Tw o T h o u s a n d  Two 
H u n d re d  N in e ty  a n d  No/100 D o l l a r s  (596,802,290.00) plus accrued  in terest  th e re o n  as provided 
in Exhibit A. This D e ed  o f  T ru s t  shall be valid an d  have priority  over ail su b seq u e n t  liens and 
e n cu m b ran ces  including s ta tu to ry  liens excepting solely taxes and  assessm ents  levied on the 
M o rtg ag ed  P roper ty  an d  excepting  the Senior D e b t  as def ined  in Exhibit 7 to the  Sett lem ent 
A g reem en t.

3.9 Interest. It is the intention of the parties hereto that the Deed of Trust and 
Settlement Agreement shall conform strictly to usury laws applicable to it. Accordingly, if the 
transactions contemplated hereby would be usurious as to the Trustor or Beneficiary under laws 
applicable to it, then, in that event, notwithstanding anything to the contrary in this Deed of Trust 
or in the Settlement Agreement entered into in connection with or as security for the Secured 
Obligations, it is agreed as follows: (i) the aggregate of all consideration which constitutes interest 
under law applicable to any Secured Party that is contracted for, taken, reserved, charged or received 
by such Secured Party under the Secured Obligations of such Secured Party, this Deed of Trust or 
under any of the aforesaid Security Documents or agreements or otherwise in connection with the 
Secured Obligations shall under no circumstances exceed the maximum amount allowed by such 
applicable law, and any excess shall be credited by such Secured Party on the principal amount of 
the Secured Obligations of such Secured Party (or, if the principal amount of the Secured 
Obligations of such Secured Party shall have been paid in full, refunded by such Secured Party to 
the Trustor); and (ii) in the event that the maturity of the Secured Obligations is accelerated by 
reason of an election of the holder or holders thereof resulting from any event of default under this 
Deed of Trust or otherwise, or in the event of any required or permitted prepayment, ther such 
consideration that constitutes interest under law applicable to any Secured Party may never include

E x h i b i t  3  t o  t h e  S e c u r i t y  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
P a g e  - 3 5 -  o f  - 3 9 -

-12-

TESORO 6



1
■)

3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

m

more than the maximum amount allowed by such applicable law, and excess interest, if any; provided 
for in this Deed of Trust or otherwise shall be canceled automatically by such Secured Party as of 
the date of such default or prepayment and, if theretofore paid, shall be credited by such Secured 
Party on the principal amount of the Secured Obligations of such Secured Party (or. if the principal 
amount of the Secured Obligations of such Secured Party shall have been paid in full, refunded by 
such Secured Party to the Trustor).

3.10 Reconveyance. Upon written request of Beneficiary stating that all sums secured 
hereby have been paid, and upon surrender of this Deed of Trust to Trustee for cancellation and 
retention and upon payment of its fees by Trustor, Trustee shall reconvey, without warranty, the 
property then held hereunder. Absent manifest error, the recitals in such reconveyance of any 
matters of facts shall be conclusive proof of the truthfulness thereof.

3.11 Subordination. This Deed of Trust is subject to the terms of the Subordination 
\greement. a form of which is attached as Exhibit 7 of the Settlement Agreement and is expressly 

incorporated herein and shall be attached as a separate exhibit to this Deed of Trust.

IN WITNESS WHEREOF, this Deed of Trust has been duly executed by Trustor.

TESORO ALASKA PETROLEUM COMPANY

B y:_________

Its:

STATE O F _____________  )
) ss:

COUNTY O F ____________  )

The foregoing instrument was acknowledged before me this _____  day of
 , 1993, b y ________________ , ______________ of Tesoro Alaska Petroleum

Company, a corporation named as Trustor in the foregoing deed, and acknowledged to me that he 
executed the same on behalf of said corporation freely and voluntarily for the uses and purposes 
therein mentioned.

NOTARY PUBLIC in and for New York 
My commission expires:______________

E x h i b i t  3  t o  t h e  S e c u r i t y  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
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CONSENT & ESTOPPEL

Tesoro Petroleum Company, a Delaware Corporation and the parent of the Trustor, 
hereby consents to the execution of the Security Documents, by the Trustor, affirms the 
representations and warranties made herein by Trustor and affirms the beneficiary’s material reliance 
on the warranties, covenants and representations made herein.

Tesoro Petroleum Company

B y:___

Its:

STATE O F ______________  )
) ss:

COUNTY O F _____________  )

The foregoing instrument was acknowledged before me this _____ . day of
 , 1993, by________________ , ____________ of Tesoro Petroleum Company,

corporation, on behalf of the corporation.

NOTARY PUBLIC in and for 
My commission expires:______
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P a r c e l  I:

That portion of Section 22 and the Northeast 1/4 of Section 21, Township 7 North, Range
12 West, Seward Meridian, records of the Kenai Recording District, Third Judicial District,
State of Alaska, descrioed as follows:

Commencing at the 1/4 corner common to Section 22 and Section 27, 
Township 7 North, Range 12 West, Seward Meridian, Alaska, marked by an 
Alaska Department of Highways survey monument found; proceed East
2640.92 feet along the section line, Basis of Bearing for this description, 
according to General Land Office datum for the Section corner common to 
Sections 22, 23, 26 and 27 marked by an Alaska Department of Highways 
monument found; thence N 00°07’44" W 1982.23 feet along the section line 
common to Section 22 and Section 23 to the northeast corner of the Seaman 
property, the true Point of Beginning for this description, marked by a 5/8"
X 30" rebar with 2" aluminum cap attached, set; thence S 89°58’52" W 330.15 
feet along the north boundary line of the Seaman property to the northwest 
corner of said property, marked by a 5/8" X 30" rebar with 2" aluminum cap 
attached, set; thence S 00°07’59" E 660.69 feet along the western boundary of 
the Seaman property to the southwest corner of said property, marked by a 
5/8" X 30" rebar with 2" aluminum cap attached, set; thence S 89°59'26" W
2310.72 feet to the CS 1/16 corner of Section 22, marked by a 3 1/4" 
aluminum monum ent 4928-S, found; thence N 00°08'43" W 1320.75 feet to the 
C 1/4 of Section 22, marked by a brass cap G.L.O. monument 610-S, found; 
thence S 89°58‘28" W 1320.53 feet to the CW 1/16 corner, marked by a brass 
cap monument 610-S, found; thence S 89°56’49" W 991.57 feet to a property 
corner which is situated in a small pond; thence North 00°05’58" W 1170.92 
feet to a property corner marked by a 5/8" X 30" rebar, set; thence N 
89°59’53" W 330.64 feet to the section line common to Section 21, Section 22 
and HES 74, marked by a brass capped monument, found; thence N 89°59’53"
W 659.87 feet to a property corner situated along the easterly right-of-way 
line of the North Kenai Road; thence N 20°33’50" W 19.36 feet along said 
right-of-way to a point of curvature; thence along a curve of said right-of-way 
whose radius point bears northeasterly 1357.50 feet, delta of r 2 5 ’49", arc

E x h ib it  3 t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t ed  12/15/92 
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length 33.S9 feet to a property corner marked by a 5/8" X 30" rebar with 2" 
aluminum cap attached, set; thence S 89°59’53" E 678.10 feet to a property 
corner situated on the east line of Section 21, marked by a 5/8" X 30" rebar 
with 2" aluminum cap attached, set; thence N 00°05’14" W 100.68 feet to the 
N 1/16 corner common to Section 21 and Section 22, marked by a brass cap 
monument 610-S, found; thence S 89°59’34" E 1320.96 feet to the NW 1/16 
corner Section 22, marked by a 3-1/4" aluminum monumeut 4928-S found; 
thence S 89°57'03" E 322.87 feet to the Southwest corner of Tract A, K.R.D. 
86-135, marked by a 5/8" rebar with aluminum cap attached, found; thence N 
00°10'25" W 131.00 feet to the northwest corner of said tract, marked by a 
5/8" rebar with aluminum cap attached, found; thence S 89°59’05" E 997.56 
feet to the northeast corner of said tract, marked by a 5/8" rebar with 
aluminum cap attached, found; thence N 00°10’25" W 413.73 feet along the 
N-S centerline of Section 22 to a property corner, marked by 5/8" X 30" rebar 
with 2" aluminum cap attached, set; thence N 85°16’01" E 1324.75 feet to a 
property corner, marked by a 5/8" X 30" rebar with 2" aluminum cap attached, 
set; thence N 00°09’47" W 668.93 feet to the E 1/16 corner common to 
Section 15 and Section 22, marked by a 3 1/4" aluminum cap monument 4928- 
S set; thence N 89°58’44" E 1320.69 feet along the section line to the section 
corner common to Sections 15, 14, 22 and 23, marked by a brass cap 
monument 631-S, found; thence S 00°06’52" E 1320.60 feet to the N 1/16 
corner common to Section 22 and Section 23, marked by a survey monument 
3808-S, found; thence S 00°15’44" E 780.99 feet to the W.C. 1/4 corner 
common to Section 22 and Section 23, marked by a brass cap monument 
G.L.O., found; thence S 00°07'44" E 1200.8. feet to the northeast corner of 
the Seaman property and the true Point of Beginning.

Pa rcel  II;

That certain portion of U.S. Government Lot Sixty (60) of Section 23, Township 6 North, 
Range 12 West, Seward Meridian, that lies West of Existing Westerly right-of-way line of 
the North Kenai Highway, in the Kenai Recording District, Third Judicial District, State of



Exhibit Tour to the Settlement Agreement between the S tate of Alaska and Tesoro 
Chevron Portion of Chevron Tesoro Exchange B arrels

O

1983

198'.

1 9 8 5

Month
of
Sale

Chevron
Barrels

Price Delta 
(Same delta as 
Chevron 2 and 3)

Chevron Obis 
times 

Tesoro Delta

Interest Rate 
BOA Prime ♦ 3X 
Through 12.31.92

Interest Dollars 
GOA Prifce ♦ 3X 
Through 12.31.92

Adjustment
Plus

Interest

Jan -94,784 SI.914730 ($181,485.77) 1.2209080 ($221,577.43) (1403,063.19)
Feb 623,637 S2.080170 $1,297,270.93 1.2108530 $1,570,804.46 $2,868,075.43
Mar 776,606 $1.24'030 $963,014.74 1.1997570 $1,155,383.67 $2,118,398.41
Apr 883,113 S1.560190 $1,377,824.07 1.1890310 $1,638,275.53 $3,016,099.60
May 677,107 $2.010950 $1,361,628.32 1.1783050 $1,604,413.46 $2,966,041.78
Jun 445,480 $2.270640 $1,011,524.71 1.1668390 $1,180,286.48 $2,191,811.19
Jul 779,877 $2.388020 $1,862,361.87 1.1552230 $2,151,443.27 $4,013,805.14
Aug 753,354 $1.913020 $1,441,181.27 1.1429490 $1,647,196.69 $3,088,377.96
Sep 858,411 $1.554020 $1,333,987.86 1.1322090 $1,510,353.06 $2,844,340.93
Oct 614,582 $0.991730 $609,499.41 1.1214700 $683,535.30 $1,293,034.71
Nov 679,985 $0.805990 $548,061.11 1.1091960 $607,907.19 $1,155,968.30
Dec 714,027 10.896820 $640,353.69 1.0973220 $702,674.20 $1,343,027.89

Jan 569,086 $1.150930 $654,978.15 1.0854640 $710,955.20 $1,365,933.35
Feb 860,959 $1.734050 $1,492,945.95 1.0743710 $1,603,977.84 $3,096,923.79
Mar 545,953 $1.805840 1985,903.77 1.0619530 $1,046,983.46 $2,032,887.23
Apr 586,118 $1.562970 $916,084.85 1.0503820 $962,239.04 $1,878,323.89
May 619,874 $1.758290 $1,089,918.26 1.0356420 $1,128,765.12 $2,218,683.38
Jun 617,111 $0.979610 $604,528.11 1.0234010 $618,674.67 $1,223,202.78
Jul 656,207 $1.031660 $676,982.51 1.0098490 $683,650.11 $1,360,632.63
Aug 570,666 $1.276520 $728,466.56 0.9958600 $725,450.71 $1,453,917.27
Sep 907,781 $0.974420 $884,559.96 0.9837500 $870,185.86 $1,754,745.82
Oct 313,860 $0.811750 *254,775.86 0.9705050 $247,261.24 $502,037.10
Nov 639,983 ($0.008280) ($5,299.06) 0.9598420 ($5,086.26) ($10,385.32)
Dec 431,946 ($0.411750) ($177,853.77) 0.9477240 ($168,556.28) ($346,410.05)

Jan 598,431 $0.613120 $366,910.01 0.9358890 $343,387.05 $710,297.06
Feb 386,1r8 $1.485750 $573,731.28 0.9255320 $531,006.66 $1,104,737.93

ID TOTAL 16,015,526 $21,311,854.71 $23,529,590.31 $44,841,445.01
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Form  O f Bond

Registered United States of America Registered
No. R -l  State of Texas $60,000,000

T e s o r o  Al a s k a  P e t r o l e u m  C o m p a n y  
T e s o r o  P e t r o l e u m  C o m p a n y  

S t a t e  o f  Al a s k a  
R I K  S e t t l e m e n t  B o n d

Interest Rate: 0% Maturity Date: Jan u a ry___ , 2002,
Subject to Extension

Issue D a t e : __________________ , 1993

Registered Holder: S t a t e  o f  A l a s k a  

Principal Amount: S i x t y  M i l l i o n  D o l l a r s

T e s o r o  A l a s k a  P e t r o l e u m  C o m p a n y ,  a Delaware corporation and T e s o r o  
P e t r o l e u m  C o m p a n y ,  a Delaware corporation, (collectively "the Issuer"), for value 
received, hereby, jointly and severally, promise to pay to the Registered Holder named 
above, or registered assigns, on the Maturity Date set forth above the Principal Amount set 
forth above; provided, however, that the Issuer may defer the term of payment in 
accordance with Paragraph 3.C of the Settlement Agreement dated December 15, 1992, 
between the Issuer, Tesoro Petroleum Corporation and the State of Alaska (the 
"Agreement”). The Issuer shall have no obligation to pay interest with respect to the

Exhibit 5 to the Settlement Agreement dated 12/15/92
Page -I-
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Principal Amount except upon the failure to pay the Principal Amount and then in 
accordance with and subject to the terms of Paragraph 13 of the Agreement.

1. Payment. Principal and the prepayment premium of this Bond shall 
be payable to the Registered Holder if this Registered Holder is the State of Alaska, in 
accordance with Paragraph 13 of the Agreement, and to all other Registered Holders at the 
corporate office of the Issuer located in Anchorage, Alaska (the "Place of Payment") upon 
the surrender for cancellation of this Bond.

If the specific date for any such payment shall be a Saturday, a Sunday or 
legal holiday or the equivalent for banking institutions generally (other than legal 
moratorium) at the place where p^ 'm ent thereof is to be made, then such payment may be 
made on the next succeeding day which is not one of the foregoing days without interest and 
with the same force and effect as if made on the specified date for such payment. All such 
payments shall be made in such coin ^r currency of the United States of America as at the 
time of payment is legal tender for payment of public and private debts.

2. Prepayment. This Bond may be prepaid at any time at the option of 
the Issuer in accordance with Paragraph 3.D of the Agreement.

3. S e c u r i t y .  This Bond and the obligations hereunder are secured by a 
Deed of Trust substantially in the fo-.n of and covering the property described in Exhibit 3 
to the Agreement.

4. Certain Rights of Holders. If a default shall occur under 
Paragraph 12 of the Agreement, the principal amount of this Bond, together with a 
prepayment amount, may be declared due and payable in the manner and with the effect 
provided in the Agreement.

5. T r a n s f e r  a n d  E x c h a n g e .  This Bond is transferable on the 
registration books of the Issuer to be maintained by the Issuer, upon surrender of this Bond 
for transfer at the office of the Issuer in the Place of Payment duly endorsed by, or 
accompanied by a written instrument of transfer in form reasonably satisfactory to the Issuer 
duly executed by the Registered Holder hereof or its attorney duly authorized in writing and 
thereupon a new Bond will be issued to the designated transferee.

E x h i b i t  5  t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  1 2 A 5 / 9 2
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No service charge will be made for any such transfer or exchange, but the 
Issuer may require pavment of a sum sufficient to cover any tax or other governmental 
charge payable in connection therewith.

The Issuer, and any agent of the Issuer, may treat the person in whose name 
this Bond is registered on the registration books maintained by the Issuer as the owner 
hereof for the purpose of receiving payment as herein provided and for all other purposes 
whether or not this Bond shall be overdue.

6. Su b o rd in a tio n . The obligations of this Bond are subordinate to 
Senior Debt on the terms set forth in the Subordination Agreement, a form of which is 
attached as Exhibit 7 to the Agreement, the terms of which are expressly incorporated 
herein.

7. W a iv e r o f  N o tic e ,  E tc . The Issuer hereby waives presentment, 
demand, protest, notice of intent to accelerate and any other notice of any kind except as 
provided in the Agreement or the Deed of Trust.

I t  Is H e re b y  C e r t i f i e d ,  R e c i te d  a n d  R e p r e s e n te d  that the issuance of this 
Bond is duly authorized by law, that all acts, conditions and things required to exist au i 
necessary to be done or performed precedent to and in the issuance of this Bond to render 
the same lawful, valid and binding have been properly done and performed and have 
happened in regular and due time, form and manner as required by law, that all acts, 
conditions and things necessary to be done or performed by the Issuer or to have happened 
precedent to and iri the execution and delivery of the Agreement have been done and 
performed and have happened in regular and due form as required by law; and that the 
issuance of the Bond does not contravene or violate any constitutional or statutory 
limitation.

IN W itn e s s  W h e r e o f ,  the Issuer has caused this Bond to be duly executed.

T e s o r o  Alaska  Petr o le u m  C om pany

By___________________
[Vice] President
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CERTIFICAiE

I, J a m e s  C. Reed, Jr., do h e r e b y  c e r t i f y  that I a m  Vice 

P r e s i d e n t ,  S e c r e t a r y ,  of T e s o r o  P e t r o l e u m  C o r p o r a t i o n ,  a D e l a w a r e  

c o r p o r a t i o n ;  t h a t  e a c h  of the p e r s o n s  l i s t e d  b e l o w  is an o f f i c e r  of 

T e s o r o  P e t r o l e u m  Corporation, as of t h i s  date; and t h a t  the 

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

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

M i c h a e l  D. B u r k e  P r e s i d e n t  and C h i e f

I f u r t h e r  c e r t i f y  that M i c h a e l  D. B u r k e  w a s  d u l y  e l e c t e d  to 

hi s  o f f i c e  b y  t h e  Board of D i r e c t o r s  o f  T e s o r o  F e t r o l e u m  

C o r p o r a t i o n  o n  J u l y  27, 1992, and B r u c e  A. S m i t h  w a s  d u l y  e l e c t e d  

to h i s  o f f i c e  b y  th e  B o a r d  of D i r e c t o r s  o f  T e s o r o  P e t r o l e u m  

C o r p o r a t i o n  o n  S e p t e m b e r  14, 1992.

I f u r t h e r  c e r t i f y  t h a t  e i t h e r  M i c h a e l  D. B u r k e  o r  Bruce

A. S m i t h  a r e  a u t h o r i z e d  by th e  B o a r d  of D i r e c t o r s  o f  T e s o r o  

P e t r o l e u m  C o r p o r a t i o n  to s i g n  th e  S e t t l e m e n t  A g r e e m e n t  ( i n c l u d i n g  

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

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

t h e r e t o ) , d a t e d  f o r  r e f e r e n c e  p u r p o s e s  D e c e m b e r  15, 1992, b e t w e e n  

T e s o r o  A l a s k a  P e t r o l e u m  Company, T e s o r o  P e t r o l e u m  C o r p o r a t i o n  and 

t h e  S t a t e  of A l a s k a .

IN W I T N E S S  WHEREOF, I h a v e  h e r e u n t o  se t  m y  h a n d  a n d  t h e  seal 

o f  t h e  c o r p o r a t i o n ,  t his 15th d a y  of J a n u a r y  1993.

E x e c u t i v e  O f f i c e r

B r u c e  A. S m i t h V i c e  P r e s i d e n t  and x  

C h i e f  F i n a n c i a l  O f f i c e r

Pames C. Reed, Jr.

V i c e  P r e s i d e n t ,  S e c r e t a r y

[ B e a l ]

/ s h » r e .n p l fr g s h .b o « r d .» R s e t t l« . jc r /
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CERTIFICATE

I, James C. Reed, Jr., do hereby certify that I am Vice 

President and Secretary of Tesoro Alaska Petroleum Company, a 

Delaware corporation; that each of the persons listed below is an 

officer of Tesoro Alaska Petroleum Company, as of this date; and 

that the signature appearing opposite each name and office is a 

true and correct signature.

Michael D. Burke President

Bruce A. Smith Senior Vice
and Chief 
Officer

I further certify that Michae? D. Burke was duly elected to 

his office by the Board of Directors of Tesoro Alaska Petroleum

Company on July 27, 1992, and Bruce A. Smith was duly elected to 

his office by the Board of Directors of Tesoro Alaska Petroleum

Company on September 14, 1992.

I further certify that either Michael D. Burke or Bruce A. 

Smitl are authorized by the Board of Directors of Tesoro Alaska 

Petroleum Company to sign the Settlement Agreement (including the 

bond, deed of trust, security agreement, financing statement, and 

subordination agreement which are attached as exhibits thereto) , 

dated for reference purposes December 15, 1992, between Tesoro

Alaska Petroleum Company, Tesoro Petroleum Corporation and the 

State of Alaska.

IN WITNESS WHEREOF, I have hereunto set my hand and the seal 

of the corporation, this 15th day of January 1993.

/ s h t r e . h p l o f l i h . b o a r d . ans«tt I e .  j c r /
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Su b o r d in a t io n  A g r e e m e n t

1. a p p l i c a b i l i t y a n d  D e f in i t io n s .  This S u b o r d i n a t i o n  A g r e e m e n t  
is an exhibit to the Settlement Agreement dated for reference purposes December 15, 1992, 
and to the Deed of Trust, Security Agreement, and Bond, attached as Exhibits to that 
Settlement Agreement. The terms of this SUBORDINATION AGREEMENT are incorporated 
by reference to each.

1.1 The reference to the "State" herein shall mean the State of
Alaska in its capacity under the Settlement Agreement and as the Secured party under the 
Security Agreement, Beneficiary under the Deed of Trust, or Holder of the Bond as 
appropriate to ea^h of the Security Documents.

1.2 The "Security Documents" shall collectively mean the Deed of
Trust, the Security Agreement, the Bond, and the Non-Standard Financing Statement.

1.3 The "Subordinated Debt" is the obligations of Tesoro under the 
Settlement Agreement and the Security Documents.

1.4 Ail other terms and words used herein shall be given the same 
meaning as given in the Settlement Agreement, its exhibits, and the Security Documents.

2. S u b o r d in a t io n .  Paragraph 6 of the Settlement Agreement sets forth 
the extent of the Subordination of the obligations created by the Settlement Agreement and 
Security Documents to the S ;nior Debt as defined below. Paragraph 6 reads:

The rights of the State and obligations owed the State under this 
Agreement and the State's collateral interest in the Alaska 
Refinery shall be subordinate to no more than S175 million in 
other obligations of Tesoro, at any one time outstanding, plus 
Expansion Debt as defined below on the terms and to the extent 
provided in Exhibit 7. Expansion Debt means debt incurred by 
Tesoro which is used to finance all or part of any improvements, 
replacements, or additions, including land, to the Alaska Refinery.

E x h i b i t  7  t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
-1-

TESORO



1
2

3
4
5
6

7
8
9

10

11

12
13
14
15
16
17
18
19
2 0

21

2 2

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Except as provided in the immediately preceding paragraph, other 
obligations of Tesoro for borrowed money, lease obligations which 
are required to be included as debt on the balance sheet of Tesoro 
under generally accepted accounting principles, and the deferred 
purchase price for property, plant and equipment, other than trade 
payables in the ordinary course of business, incurred after the 
effective date of this agreement shall be subordinate to all 
obligations (including, without limitation, cents per barrel 
payments, interest, and the $60 million bond) owed the State 
under this Agreement.

3. D e f in i t io n  O f S e n io r  D eb t. "Senior Debt" means all principal, 
interest, fees, expenses, indemnities and all other amounts, contingent or otherwise, now or 
hereafter existing or owing by Tesoro (whether directly or as a result of a guarantee) up to 
but not to exceed ONE HUNDRED S e v e n ty  F iv e  MILLION AND No/100 DOLLARS 
($175,000,000.00) and Expansion D eb t which by its terms expressly provides in writing that 
it is Senior Debt.

4. No P a y m e n t O n  T h e  S u b o r d in a te d  D e b t. If Tesoro defaults in the 
payment of any principal of, or interest or other payment on, any Senior Debt when the 
same becomes due and payable, whether on demand, at stated maturity, at a date fixed for 
prepayment, upon acceleration or otherwise, th vn, unless and until such default shall have 
been remedied or waived or shall have ceased to exist, no direct or indirect payment (in 
cash, property or securities or by set-off or otherwise) shall be made or agreed to be made 
on account of any Subordinated Debt, or as a sinking fund for the Subordinated Debt.

5. O t h e r  D e f a u l t s .  If Tesoro receives from any holder of Senior Debt 
a notice of occurrence of a default or Event of Default other than a default described in 
Paragraph 4 above, no direct or indirect payment (in cash, property or securities or by set­
off or otherwise) shall be made or agreed to be made on account of aDy Subordinated Debt 
or as a sinking fund for the Subordinated Debt, or in respect of any redemption, retirement, 
purchase or other acquisition of any of the Subordinated Debt; provided, however, that if 
such default or Event of Default shall be cured or waived, or such default or Event of 
Default shall continue for a period of 365 or more days after the receipt by the Issuer of 
such notice without the same being cured or waived, then this restriction shall no longer 
apply.

6. D is s o lu t io n ,  W in d in g  Up, E tc .  In the event of (i) any insolvency, 
bankruptcy, receivership, liquidation, reorganization, readjustment, composition or other 
similar proceeding relating to Tesoro, its creditors as such or its property, (ii) any 
proceeding for the liquidation, dissolution or other winding-up of the Tesoro voluntary or

EXHIBIT 7 TO THE SETTLEMENT AGREEMENT DATED 12/15/92 
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involuntary, whether or not involving insolvency or bankruptcy proceedings, (iii) anv 
assignment by Tesoro for the benefit of creditors or (iv) any other marshalling of the assets 
of Tesoro, all Senior Debt shall first be paid in full before any payment or distribution, 
whether in cash, securities or other property, shall be made to any holder of anv 
Subordinated Debt on account of any Subordinated Debt. Any payment or distribution, 
whether in cash, securities or other property (other than securities of Tesoro or any other 
corporation provided for by a plan or reorganization or readjustment the payment of which 
is subordinate, at least to the extent provided in these subordination provisions with respect 
to Subordinated Debt, to the payment of all Senior Debt at the time outstanding and to any 
securities issued in respect thereof under any such plan of reorganization or readjustment), 
which would otherwise (but for these subordination provisions) be payable or deliverable 
in respect of this Subordinated Debt shall be paid or delivered directly to the holders of 
Senior Debt in accordance with the priorities then existing among such holders until all 
Senior Debt shall have been paid in full.

7. C e r t a in  P a y m e n ts  H e ld  In T r u s t .  If any payment or distribution 
of any character or any security whether in cash, securities or other property (other than 
securities of Tesoro or any other corporation provided for by a plan of reorganization or 
readjustment the payment of which is subordinate, at least to the extent provided in these 
subordination provisions with respect to Subordinated Debt, to the payment of all Senior 
Debt at the time outstanding and to any securities issued in respect thereof under any such 
plan of reorganization or readjustment), shall be received by any holder of Subordinated 
Debt in contravention of any of the terms hereof and before all Senior Debt shall have been 
paid in full, such payment or distribution or security shall be received in trust for the benefit 
of, and shall be paid or delivered and transferred to, the holders of the Senior Debt at the 
time outstanding in accordance with the priorities then existing among such holders for 
application to the payment of all Senior Debt remaining unpaid, to the extent necessary to 
pay all such Senior Debt in full. In the event of the failure of any holder of any 
Subordinated Debt to endorse or assign any such payment, distribution or security, each 
holder of Senior Debt is hereby irrevocably authorized to endorse or assign the same.

8. R ig h t s  N o t  Im p a ire d . N o present or future holder of any Senior 
Debt shall be prejudiced in the right to enforce the subordination of any Subordinated Debt 
by an act or failure to act on the part of Tesoro. Except as provided in paragraphs 4, 5. 6, 
7, 11 and 12, nothing contained herein shall impair, as between Tesoro and the holder of 
any Subordinated Debt, the obligation of Tesoro to pay to the holder thereof the principal 
thereof and interest thereon as and when the same shall become due and payable in 
accordance with the terms thereof, or prevent the holder of any Subordinated Debt from

E x h i b i t  7 t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  12/15/92
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exercising all rights, powers and remedies otherwise permitted by applicable law under anv 
instrument evidencing o; relating to such Subordinated Debt upon a default, all subject to 
the rights of the holders of the Senior Debt to receive cash, securities or other property 
otherwise payable or deliverable to the holders of any Subordinated Debt.

9. S u b r o g a t i o n .  Upon payment in full of all Senior Debt, the holders 
of any Subordinated Debt shall be subrogated to all rights of any holders of Senior Debt 
to receive any further payments or distributions applicable to the Senior Debt until the 
Subordinated Debt shall have been paid in full, and, for the purposes of such subrogation, 
no payment or distribution received by the holders of Senior Debt of cash, securities, or 
other property to which the holders of the Subordinated Debt would have been entitled 
except for these subordination provisions shall, as between Tesoro and its creditors other 
than the holders of Senior debt, on the one hand, and the holders of Subordinated Debt, 
cn the other, be deemed to be payment or distribution by Tesoro on account of Senior 
Debt.

10. S u b o r d i n a t i o n  o f  L ie n s  a n d  S u b s e q u e n t  R e c o r d a t i o n .  The 
security interests, mortgages, and liens created by the Security Documents are and shall 
continue to be subject and subordinate to all security interests, mortgages, and liens, now 
or hereafter securing, or in favor of, the Senior Debt. The effect of this subordination is 
effective over documents representing Senior Debt but recorded or filed subsequent to this 
"Subordinated Debt."

11. R i g h t s  U n d e r  T h e  S e c u r i t y  D o c i jm e n ts .  Rights and obligations 
under the Security Documents, by way of example but not by limitation, of the State, to 
receive insurance proceeds (as provided in Paragraph 5.7 of the Security Agreement and 
Paragraph 1.3 of the Deed of Trust) and rents, issues, royalties, profits, awards and proceeds 
(as provided in Paragraph 1.8 and 2.5 of the Deed of Trust), to be named as insured or loss 
payee, or receive originals of insurance policies, to exercise powers of attorney or other 
rights, or to grant approvals or negotiate on behalf of the grantor of the Security 
Documents, are subject to and subordinate to the Senior Debt and the rights of the holders 
of the Senior Debt with respect thereto as piovided in the Senior Debt or the documents 
securing the Senior Debt.

12. D e f a u l t .  Promptly following any default under the Security 
Documents, the Settlement Agreement or the Bond (and in all events prior to the State 
exercising any remedies contained in the Security Documents), the State will give any Senior 
Debt holder written notice of the default, subject to the following conditions:

12.1 For purposes of this Subordination Agreement, the Subordinated 
Debt shall not be deemed in default until (1, 30 days have passed from the State’s issuance

E x h i b i t  7  t o  t h e  S e t t l e m e n t  a g r e e m e n t  d a t e d  1 2 / 1 5 / 9 2
- 4 .

TESORO 80



1
2

3
4
5
6
7
8

9
10

11

12

13
14
15
16
17
18
19
2 0

21

2 2

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

of a written Notice of Default as defined in paragraph 12 of the Settlement Agreement an d  
(2) Tesoro's failure to pay the Disputed Amount or failure to satisfy the Subordinated Debt 
in its entirety;

12.2 The State shall not be required to give a notice of default to anv
Senior Debt holder unless the Senior Debt holder has given the State written notice of the 
person to whom and place to which the notice should be sent.

12.3. The State will not, for a period of 30 days following receipt by 
the Senior Debt holder (identified under 12.2 above) of the notice of default from the State, 
file an action to foreclose judicially any of Tesoro’s real property, record a notice of non­
judicial foreclosure of any of Tesoro's real property or otherwise take any action permitted 
by Section 2 of the Deed of Trust, or file an action to take possession of any of Tesoro's 
personal property or otherwise take any action permitted by Section 8.1 of the Security 
Agreement.

12.4. Subject to the right to cure set forth in paragraph 12.5, at the 
expiration of the 30 day period following the date the Senior Debt holder received notice 
from the State of Tesoro's default, the State shall be entitled to institute foreclosure 
proceedings or initiate other remedies as specified in the Security Documents, subject to 
paragraphs 4, 5, 6 and 7 above and the other provisions of this Subordination Agreement. 
Subject to paragraphs 4, 5, 6 and 7 above and the other provisions of this Subordination 
Agreement, the State may file any actions, record any notices, or take any other actions it 
deems necessary to enforce its remedies. The State will not, however, take posses ion of 
or sell or cause to be sold any of Tesoro’s real property or any of Tesoro’s personal 
property or cause a receiver to be appointed for any of Tesoro’s property prior to the 121st 
day following the day on which the Senior Debt holder received the notice from the State 
of default by Tesoro.

12.5 At any time during the 120 day period following the date the 
Senior Debt holder received the notice from the State of Tesoro’s default, the Senior Debt 
holder may cure or cause Tesoro to cure the default by paying the Disputed Amount (as 
defined in the Settlement Agreement) plus interest from the date due at the rate for 
royalty payments provided in AS 38.05.135(d) as it may be amended from time-to-time, plus 
the State’s reasonable actual attorney fees and costs incurred in conjunction with the 
default. If the Senior Debt holder cures or causes Tesoro to cure Tesoro’s default, the 
State shall take no further action against Tesoro based on the default.

12.6 The right to cure after foreclosure proceedings have been 
initiated as granted by this Paragraph 12 may not be used more than two times in any 12 
month period.

E x h ib it  7  t o  t h e  S e t t l e m e n t  a g r e e m e n t  d ated  12/15/92 
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13. . a d d i t i o n a l  D o c u m e n t s .  Tesoro and the State agree to execute a n d  
record and/or file at any time and from time to time such documents as may reasonably be 
requested by a holder of the Senior Debt to further evidence the subordination of this 
Subordinated Debt to the Senior Debt.

14. W a iv e r. The State agrees that the holder of the Senior Debt may in 
its sole discretion, exercise or refrain from exercising any of its rights that may exist under 
the terms and conditions of the Senior Debt and its Collateral. The State waives any and 
all claims against the holder of the Senior Debt that the State may assert on account of the 
exercise of the rights of the holder of the Senior Debt and subject to the extent of this 
subordination.

15. E n f o r c e m e n t .  The State agrees that the holders of the Senior Debt 
may enforce the provisions of this Subordination Agreement against the holders of the 
Subordinated Debt.

IN WITNESS W HEREOF, this SUBORDINATION A G REEM EN T  has been duly 
executed bv Trustor.

TESORO ALASKA PETROLEUM  COMPANY

By:..

Its:

STATE OF

COUNTY OF
) ss:

The foregoing instrument was acknowledged before me t h i s ____
___________________ , 1993, by___________________, _______________  of Tesoro
Petroleum Company, a corporation named as Trustor in the foregoing deed,

day of 
Alaska 

and
acknowledged to me that he executed the same on behalf of said corporation freely and 
voluntarily for the uses and purposes therein mentioned.

NOTARY PUBLIC in and for New York 
My commission expires:_______________
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