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ROYALTY GAS SALES AGREEMEM'l' 

THIS AGREEMENT, made and entered into as of this 

day of ---- ---------------' 1976, by and between the 

Commissioner of Natural Resources of the STATE OF ALASKA, 

ac ting pursuant to AS J8.0~.183 ( d)r hereinafter referred to 

dS "Selle r,• and Tenneco Alask!l, Inc., an Alaskan.!/ cor-

poration, hereinaf ter referred to as "Buyer"; 

WITNESSETH: 

WHEREAS, Se ll r he reby r epresents to Buyer that 

Se l ler ha~ th~ right under each of the l eases identi

fj cd in Fxhib)t ~to thi s Aqrcement to be pa id by the 

l essee ther unde r a r oyulty of twelve and ono-half 

percen t (1 1 . '; %) , unless oth rwise stated in Exhibit A, 

in-ki..nd (amou1 ) o r tn va lue of th naturul gas pro-

due d and s v d nd ool d or us •d off of the lands 

cov'red by c c h ouc h 1 oo •; nd 

wttr:;REAS, s 1 l r h r by reprcsento to Buyer that under 

r\ Ch of Lh• • l "ll G s i dontifl d i n Exhibit. A to t.his 

/\q t ·f"mcn t SC'ller hus reserved h rlght t o e l ec-t to 

l k 1 her tn-kind (amoun ) or in value jts royalty 

l I An e xplana i o n of t he f ootnotes i o appcnc.h ·d a s t he 
l~ st pdg' ol t.his document . 



WHEREAS, Seller represents to Buyer that Seller is 

authorized by AS 38.05.183(d) to sell royalty gas 

surplus to the intrastate domesti~ and industrial needs 

of the State of Alaska: and 

WHEREAS, Buyer represents to Seller that it is or will 

be a natural gas company subject to t he jurisdiction of 

the Federal Power Commission and des i res to purchase 

natural gas from Seller so a s , at the earliest possible 

date, to i nc rease t he supply of natural gas avni lable 

to its customers or i t s affil i ated pip lin companies 

i n the contiguous 48 states : and 

WHEREAS, Seller desires to s 11 roya lty q ns to Buye r 

and Buye r d sjres to purc hane royally gas from Seller 

unde r the terms and upon the conditions h rcinaft r set 

forth; and 

WllERI-!.1\S , Uuyor a nd Sellar eac h desire ccrli.flca tion and 

construction of a trans-Alas ka qns pip~lin s ys tem for 

movC'mNl of nutur:t1 gas f r om Pl udho' Uoy , 1\ldsk'" o th • 

cont iguous 48 Stel l ~ : 

NOW, THEREFORE , in consideration of the rapr cs nta

Ltonu , cov nan s , and condi ions h rrin conta'n~d , 

S~ llPr nd Buyer hereby agree as follows: 
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Article I 

Support for Trans-Alaska Pipeline 

In consideration of the obligations assumed by each 

herein, Buyer and Seller agree to actively support and seek 

before the Federal Power Commission, and any and all other 

involved federal, state and local authorities, representa

tives and individuals, the ult~te selection and ~ple

mentation of a trans-Alaska gas pipeline system. •pipeline• 

shall mean a large diameter gas pipeline (including expan

sion thereof) commencing at Prudhoe Bay, crossing Alaska in 

approximately the same route as the present Trans-Alaska 

Pipeline System oil pipeline, and terminating at a site in 

lhe Prince Wil l iam Sound area (without limitation to others, 

the pipe line route sou~!at by El Paso Alaska Company in 

Federal Power Commission Docket No. CP75-96 is a trans

Al a ska gas pipeline system within the meaning of this 

Article ) . 

Artic le II 

Sel l er's Royalty Gas 

2.1 Seller warrants that under the leases iden

tified in Exhibit A of this Agreemen t , Seller has the right 

t o t a ke its r oyalty natural gas in-kind which amount it 
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represents ia twelve and one-half percent (12.5\), unleas 

otherwise stated in Exhibit A, and agrees that it will 

exercise this right at a time suffici~nt to deliver gas to 

Buyer on the date the pipPline is ready to receive gas. If 

the laws, rules or regulations of the United Statea of 

America, or any agency thereof, prevent Seller from exer-

cising its right to take it~oyalty gas in-kind, this 

Agreement shall be void. 

2.2 In addition t o the price as provid~d i n 

Article VI he reof, Buyer uhall r e imburse ~eller for Buyer 's 

pro r a ta share of any costs attributable to the preparation 

and transportation of gas to be delivered hereu nd,er \\hi~h 

costs Seller may i ncur as a resul t of Seller 's election to 

ake its royalty gas in-kind and which costs would not have 

bee n i nc urred by Seller if Seller had not elected to take 

j s royalty gas i n-ki nd. Seller s hall use its bes t efforts 

t o minin,Jze any costs incurred by Selle r by reason of Se l-

l cr ' A taking royal ty gas i n-ki nd, such best ef forts shall 

includ~ but not be limi~ed to li~iga Lion in cooperation wl th 

Duy~r o t h extent necessary to centes the imposi t i on of 

unwarr nted and/or improper charge s . 

2 . 3 I n the eve nt Buyer i s unable t o obta : n 

approval of the Federa l Power Commission (or any successor 

gov rnrnental agency having juri sdiction in tho premi ses ) to 
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include in aa,.r • • co•t of MI'Yi"• tM oo•u 8Dyer 1• 

obligated to pay Seller under Section 2.2 herein, Buyer .. y 

terminate this d9reement six (6) months after receipt by 

Seller of written notice of Buyer'• te~ination notice; 

provided, however, that any costs identified in Section 2.2 

herein becoming due and payable by Seller prior to terai

nation of this Agreement anall be re~raed to Seller by 

Buyer regardlesa of approval of the Federal Power Ca..iaaion 

to include auch costs in Buyer's cost of service. 

Article III 

Quantity 

3.1 Subject to the terms and conditions set forth 

i n this Agr eement , Seller ~ereby agrees to sell and deliver 

or cause to be delivered to Buye r and Buyer hereby agrees to 

purchas~ and receive or cause to be received from Se ller on 

each day commencing with the date of first delivery h6r~

undcr and conti nuing dur~ng the term of thi s Agreement, 

fifty p rcen (50%) 2/ of Seller's royalty gas available at 

the point of delivery described i n Article IV hereunder. 

3 .2 It is agreed that t he base volume o f gas t o 

be sold by Seller and purchased by Buyer during the term of 

this Agreement (excluding gas thnt might be made available 

under Subs ection J.7(b)) may be less than but und er no 

conditions s hall i t be l n excess of one (1) trillion, three 

hundred (300) bi llion cubic feet. 3/ 
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l.l(a) on the date of firat delivery 

-~ royalty gas hereunder and continuing each day thereafter 

until the fifth (5•h) anniversary dat.e thereof, Seller shall 

have the right to reduce the quantity of royalty gas other

wi se available for sale and delivery to Buyer under Section 

3.1 above bt up to and including twenty-five percent (251). 

3.l(b) Commencing on the fifth (5th) anniversary 

date of first deliveries and continuing e•ch day thereafter 

until the tenth (lOth) anniversary date thereof , Seller 

shall have tne right to reduce the quantity of royalty gas 

available for sale and delivery to Buyer as set f~rth in 

Sec tion 3.1 by up to ~nd including fifty percent r I). 

3.3(c) Commencing ou the tenth (lOth) anniversary 

date of first deliveries and continuing each day thereafter 

until the fi fteenth (15th) ann~versary date thereof, Seller 

s hall have ~he right to reduce the quantity of royalty gas 

available for sale and delivery to Buyer as set forth in 

Sec tion 3.1 by up to and including ceventy-five percent 

( 7 5\) . 

3.3(d) Commencing on t.he fifteenth (15th) ann i 

ve rsary date of first deliveries and continuing each day 

ther after until termination of this Agreement, Selle r shall 

hov t he right to reduce the quantity of royalty gas avail

able fo r sale and delivery to Buyer as set forth in Section 

3 .1 by up to and including one hundred percent (100%). 
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3.5 shall be aade in any contract providing for the aale of 

Seller's royalty gas from the leases identified in Exhibit A 

under contract for sale outside of Alaska and that the 

changes , up or down, in the amount of gas reserved for use 

in Alaska pursuant to this Article shall be made ratably 

from all such contracts. 

3.7(a) Should Seller, through the exercise of its 

rights under Secti ons 3.3 and 3.4, in fact dimini s h the 

volume of gas otherwise availdble to Buyer he r eunder and 

should Sel!er during the t erm of this Agreement and five (5) 

y~ars thereafter have additional royalty gas which in Sel

l~r's sole disc retion is surplus to the intr~statu ~omes ic 

and industrial needs of the State of Alaska, and wl ll be 

transport d by the Pipeline, Sell r shall offpr t o &ell to 

Buyer under the provis ions of this ~greement, cxcep as to 

pr ic~ a nd term, ratably with other ligibl e pur~h s rs of 

Sell r's royalty gas from th leases identifi~d in Bxhibit A 

suc h additiona l royally gas cquJvalon t to S 11 •r ' u prior 

rrduc tlons under Sec tions 3.3 and 3.4. Duy r uhall h~v t he 

ta gh to purchau' ouch gas a th highest prJc' ~v~Llablc to 

Scllvr for such gas from any ottlcr intersta t e bon~ fide 

pu1chascr. In the event there arc no other inte r s tate bona 

fldc purc hasern, tho price shall be t he price then being 

p Ld by Buyer fo• gas purchased under this Agre mont . Buyer 

s hall ~ ~ soon ~s possible, but i n no event later than 

tw•lvc (12) rnontho after receipt of Seller ' s oif\r to sell 
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auch qaa, give notice that it deairea to purchaae such gaa 

or such riqht is waived by Buyer and Buy~r ahall have no 

further riqht to purchase that quantity of qaa offered to 

Buyer by Seller. After receip t of such notice by Seller, 

Seller shall make available and Buyer shall take the neces

sary steps to receive such gas within two hundred ten (210) 

days . 

3.7(b) In addition to the right granted Buyer 

under Subsection 3.7(a) and after all eligible purchasers of 

royalty gas from the leases identif ied in Exhibit A have had 

an opportun i t y to exercise s uc h r~ght , Seller grants to 

Buyer the right of fir@t refusal to purchase additional 

r oyalty gas f rom Soller to the e x e nt of one -hal f (1/ 2) 

t i mes the vo lume that Selle r ' s exercise o! i t s rig hts under 

Soc ions J . J a nd 3. 4 i n f act dimi nish s the amount of gas 

Buy r o th rwi s would ha ve purc ha s d and r col v •d her eunde r. 

Suc h :ri g h JR gr n cd durjng h t r m o! hi s Agtuem nl a nd 

f J v~ (5) y d rG thcr ' f r . Thi n r ighL o f l · ~t ~ fus~l 

shall a pply Lo r oyd lty gas whJ c h becom s availobJe to Seller 

a nd whi h i n Sell r ·~ solo d i scr tion ls do t r mined to be 

su rpl us to the in t r s t t c a~mes tlc and :indu tr ( l need s of 

Lhe St a of Alaska . T.tis ri.gh t o f f Jrs t re fusal applJ.e !l 

only o gas wh i c h wjl l b t ransported by th Pip line. 4/ 

. 8 Duyc r h r Pby acknowlcd ~F\fl t h.. .l any t im 

f L r th .: · f (cc t i v dat o f this Ag rt:cm nt and prior t o t he 
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date .of first deliveries hereunder, Seller shall have the 

right and power to initiate the taking of its royalty gas 

in-kind under the leases identified in Exhibit A hereto and 

to utilize, market or otherwi~~ dispose of all or any por

tion of said royalty gas in any manner as Seller in its sole 

discretion, and at its sole expense, may determine; pro

vided, however, that Seller agrees that any such arrangement 

shall not prevent Seller from making available for sale to 

Buyer on the date of first deliveries the quantity of gas 

committed to Buyer hereunder and not reserved by Seller 

pursuant to Sections 3. 3 and 3.4. 

3.9 Seller will provide Buyer at the beginn i ng of 

each calendar year its best estimate of volumes under this 

Ag reement whic h will be available dur i ng each calenda r year 

of th~ next succeeding five (S) calendar years. This esti

ma te shall no~ constitute the notices required by Subsection 

3.3 (e ) and Section 3.4. 

3.10 Buyer and Sell r wil l cooperate to min i mize 

any c harges levied on gas liquefied and transported from 

Alaska to th cont' guous 48 states. This Section s hal l not 

apply to any tariff established by the State of Alaska as 

own r of any portion of t he transportation facilities . 

3.11 Seller shall reimburse Duyer, at ~uch time 

as S~llcr t akes r eserved gas pursuant to this Article, for a 
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percenta9e of any then wutepreciated lnv .. taent ...S. by 

Buyer in any facilities upstream of the Pipeline. Such 

percentage of re~ursement shall he the same as the per

centage t he Seller's reserved gas is of the total gas which 

otherwise would have been sold to Buyer hereunder. Depre

ciation shall be calculated using generally accepted ac

counting principles. 

Article IV 

Uclivery Point(s) and Delivery Preaaure(s) 

4.1 Delivery of Seller's royalty gas shall be at 

the point(s} the working interest owners of the leases 

identified in Exhibit A make delivery of gas to their 

purchasers or at any other point mutually agreed upon by the 

parties hereto. 

4.2 Should Seller be required to take delivery of 

its royalty gas from the working interest owners of the 

l eases described in Exhibit A at a point upstream from the 

delivery point as determined in Section 4.1 after exerting 

its best efforts to receive such gas at the delivery point 

as dete rmined in Section 4.1, Buyer shall accept delivery at 

the point Seller receives its royalty gas. Seller shall 

have no obligation under this Section to enter into any 

agreement {except the leases identified in Exhibit A) re

garding delivery points that will result in Seller's in

curring any costs which Buyer will not reimburse. 
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4.3 Gas sold and delivered by Seller to au,.r 

hereunder shall be received by Buyer at the delivery point 

at the same pressure as the pressure the workinq interest 

owners deliver their gas to their purchasers, or at the 

pressure Seller receives ita gas from the working interest 

owners if delivery is made under Section 4.2 hereof. 

4.4 Seller shall retain the right to receive all 

liquids removed from the gas prior to ita delivery to the 

Pipeline, whether removed before or after delivery of the 

gas to Buyer. 

Article v 

Quality 

5.1 The gas to be del ivered by Seller to Buyer at the 

delivery point(s) hereunder shal l conform to the quality 

specifications applicable to the gas sold by the working 

interest owners from the leases identified in Exhibit A 

deliverable at the same delivery point(s). 

Article VI 

Price 

6.1 Buyer and Seller recognize that as of the 

date of this Agreement, the price which Buyer may be allowed 

to pay and in~lude in its jurisdictional resale rates has 
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not been 4etenaine4. In con•ideration thereof, tbe price 

which Buyer shall pay Seller for gas purchased hereunder 

shall be determined in accordance with Section 6.2 or Sec

tion 6.3 or Section 6.4 or Section 6.5 and shall be subject 

to the adjustment as provided by Section 6.6; however, the 

price paid Seller for gas which Buyer reflects in its rates 

to jurisdictional customers shall never be higher than the 

price Buyer is permitted to retain in its jurisdictional 

~esale rates as long as such rates are subject to regulation 

by the Federal Power Commission (or any successor govern

mental authority having juris4ict~on in the premises). 

6.2 Seller represents that Seller is not a "Per

son" as defined in the Natural Gas Act and therefore not 

subject to the provisions of said Act. Buyer is a natural 

gas company subj ect to the regulations of said Act. If at 

the time of first deliveries of gas hereunder the price of 

gas purchased hereunder is subject to the regulation of the 

Fede ral Power Commission (or any successor gove rnmental 

authority having jurisdiction in the premises) because of 

the Commissi on's authority to r egulate the rates at which 

Buye r r esells such gas, then the initial price to be paid by 

Buyer to Seller hereunder shall be the highe st area, ~a

tiona! or ceiling rate allowed to be paid by any interstate 

gas purc haser to any working interest owner in the leases 

identif ied in Exhibit A under contracts of at least fifty 

(50) billion cubic feet and provi ding for sub tantially the 
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same quality and conditions of delivery as in this Agree

ment. The price to be paid thereafter, shall be subject to 

all periodic changes permitted in accordance with the appli

cable and governing portions of the Rules and Regulations of 

the Federal Power Commission, (or of any successor govern

mental authority having jurisdiction in the premises), or 

such other changes in price as may be permitted by any new 

area, national or ceiling rates applicable to the gas sold 

under the leases identified in Exhibit A, which may subse

quently be established. Such price shall include all appli

cable adjustment provisions prescribed or perffiitted; pro

vided, however, such price adjustment provisions which 

r e late to charges f or which Seller is reimbursed pursuant to 

Article II hereof shall be excluded. If Buyer is subse

quently unable to obtain approval of any por tion of such 

price in Buyer's cost o f service and r equired to refund that 

portion of such price to its c ustomers, Seller shall refund 

such portion of the price to Buyer. 

In t he event gas sold by a producer or producers 

fron. Lhe leases identified in Exhibit A i s permi tted a price 

higher than th area , na tional or cei ling rates, under 

Fcder~ l Powe r Commission regula t ions relating t o Optional 

Pricing , 'f mporary or Emergency Sa l es , Commission Order Nos. 

481 o r 533, a~ ame nded, or othe r similar r egulations or 

orders, then the price paid for Sel l er 's royalty gas attri

bu table to suc h production will be increased to that higher 

price. 
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In no instance shall the price paid Seller be leaa 

than the price paid producers for their gas from the same 

reservoir for same or similar sales in interstate commerce. 

6.3 If at the time of first deliveries of gas 

hereunder t he price of gas sold from the leases identified 

in Exhibit A is not regulated by the Federal Power Commis

sion (or any successor governmental authority having juris

diction in the premises), then the initial price for gas 

del ivered hereunder shall be the highest price being paid by 

any interstate gas purchaser for gas under contracts of at 

lcnst fifty {SO , billion cubic feet and providing for sub

s tantiaJly the same quality and conditions of delivery as in 

thi s Agreement a nd produced from the l eases identified in 

Exhibit A. 

6.4 If the Federal Power Commission (or any 

successor governmental authority having jurisdiction in the 

premises) shall at any time after commenceme nt of the first 

delivery cease (after commencing) to regulate the price 

applicable to natural gas of any vintage produced from the 

l eases identified in Exhibit A and sold in interstate corn

me-co , whic h d e regulation would prevent the Federal Pow _r 

Commission from excluding the price Buyer pays under this 

Agreement from its cost of service and would have applied to 

Seller had Seller been subject to governmental regulation, 

then upon notice of written election given by Seller or 

Buyer to the other not later than sixty (60) days after the 
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effective date of such deregul~tio~ , the price of 9•• sold 

by Seller to Buyer hereunder shall be redetermined in ac

cordance with the provisions of Section 6 . 5. 

The redetermined price shall be agreed t o by the 

par ties and become effective within ninety (90) days after 

the notice has been given as aforesaid, or if the parties 

shall fail to agree, the redetermined price shall be estab

lished by arbitration. The redetermined price shall remain 

in effect until later changed in accordance with the pricing 

provisions of this Agreement. 

6. 5 Seller or Buyer shall have the option to 

cau se the price be ing pa id for the gas sold he reunder to 

Buyer to be r edetermined every twelve (12) months, such to 

be effective on the anniversary of such redetermination 

under Sect ion 6.4 he r eof. The request for a price rede

t ermination s hall be g i ven in wri t i ng not later than one 

hundred tw ' (120) days prior to the beginning of the 

pe r iod for which the price rede t ermina t i on is r equested. 

With) n t he same one hundred twenty (120) days 

following s uc h request f or a price r edetermina tion, the 

parLjcs s hal l meet t o rede t e rm ine such price. Such r ede

termi ned price shal l be the higher of (1) the highest price 

be ing paid for gas s o l d i n interstate commerce from the 

Nortl1 Sl ope of Ala s ka s e t out i n a contract selling at least 
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fifty (50) billion cubic t .. t executed in the one (1) year 

period immediately preceding said notice and providing for 

substantially the same quality and conditions of delivery 

and having a term of at least five (5) years, or (2) the 

highest price being paid under a renegotiation or price 

redetermination clause of any contract for gas aold in 

intersta t e commerce from the North Slope cf Alaska selling 

at l east fifty (50) billion cubic feet and providing for 

subs tantially the same quality and conditions of delivery 

and having a term of at least five (5) years. In the event 

there are no comparable contracts executed in the one (1) 

~ eur pc r j od, or no contracts under whi ch the price has been 

renegotiated or rede termined , the part1es shall meet to 

agree upon a price. If the parties arc unable to agree, the 

matter s hall be submitted to arbitration as provided in 

Article VII. 

It is agreed that the parties shall have the full 

one hundred twenty (120) days to r eac h voluntary agreement 

on the r edetermined price . However, a t any time after 

negotiations ha ve been in process more than thir t y (30) days 

but less than one hundred twenty (120) days, ei ther party 

may request in writing that t he matter be submitted to 

arbitration as pr ovided in Arti cle VII of this Agreement. 

A redetermi ned price established by arbitration 

shall become effective as of the late r of (1) the date the 
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Board renders its decision, or (2) one hundred twenty (120) 

days after the giving of notice of the request for a price 

redetermination . 

In no event shall the redete~ined price be less 

than the price beinq paid to Seller by Buyer immediately 

preceding the initial redetermination. 

6.6 If it is found upon testa that the qas being 

delivered hereunder shall have a qroas heating value of more 

or less than one thou~and (1000) British thermal units per 

cubic foot, then the price payable for such gas shall be 

increased or reduced. Such increased or reduced price shall 

be determined by multiplying the price otherwise payable for 

such gas by a fraction the numerator of which is the actual 

gross heating val ue of the gas delivered, expressed in 

Br i tish thermal units per cubic foot, and the denominator of 

whi ch Js one thousand (1000). 

Article VII 

Arbitration 

7.1 ln the event either party shall request 

arbitration of any dispute arising under this Agreement, 

t here s hall be established a board of three (3) arbitrators 

to be selec ted as follows : either Seller or Buyer may, at 

-18-



the t~e auch board of arbitration ia deaire4, notify the 

other of the name of an arbitrator, and such other party 

shall, within ten (10) days thereafter, select an arbitrator 

and notify the party desiring arbitration of the name of 

such arbitrator. If such other party shall fail to name a 

second arbitrator within ten (10) days, then the party which 

first served the notice may, on three (3) days' notice to 

the other party, apply to the person who is Chief Judge of 

the United States District Court for th~ District of Alaska 

for the appointment of such second arbitrator. The two (2) 

arbitrators chosen as above shall, withi~ ten (10) days 

after lhe appoin~ent of the second arbitrator, choose a 

third arbitrator, and in the event of their failure to do so 

within said ten (10) days, either of the parties hereto may 

in like manner, on three (3~ days' notice to the other 

party, apply to the person who is such Judge for the ap

pointment of a third arbitrator and in such case the arbi

trator appointed shall act as the third arbitrator. The 

arbitrators selected hereunder shall be qualified by educa

tion and experience to consider the question involved. The 

Board shall promptly fix a reasonable time and place for the 

hearin~ , at which time each of the parties hereto may submit 

such evidence as it may see fit. If within such thirty (30) 

days a decision· is not rendered by the board, new arbitra

tors may be named, at the election of either Seller or 

Buyer, and shall act hereunder in like manner as if none had 

been .Previously named . The action of a majority of the 

members of the board shall govern and their decision in 
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writing shall be final and binding on the parties hereto. 

Each party shall pay the compensation and expenses of its 

own counsel, witnesses and employees. All other costs of 

t~e arbitration shall be equally divid ~d between Seller and 

Buyer. 

Article VJII 

Term 

8.1 This Agreement shall become effective upon 

the ext~cution and approval as provided in Section 11.6 

hereof and, except as p~ovided in Subsection 3.7(a) hereof, 

shall continue and remain in force and effect for a period 

of twenty (20) year s from the aate of first deliveries or 

until lh(~ base volume of gas as set forth in Section 3.~ 

her eof has been del i vered, whichever is earlier; provided 

tha t jf, prior to the expiration of the term hereof, the 

volumes of gas avai lable for delivery hereunder shall be so 

r educed by tho decl i ne in production that further production 

o f ga s for delive ry hereunder would no longer be profitable 

f or Se ller or that further operation of the facilities used 

t o transport such gas by or for the ar.count of Buyer would 

no l onger be prof i table to Buyer, then the party for whom 

con inued operation under this Agreement is no longer pro

fi t able may give notice to the other, which notice shall 

give the reason fo~ s uch non-profitability and on the two 
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hundred tenth (210th) day after the giving of •uch notice 

this Agreement shall terminate unless the parties before 

that time agree to extend the terms hereof prior to the end 

of tha t two hundred ten (210) day period. This Article is 

not applicable to gas which Seller makes available to Buyer 

under Subsection 3.7(b) hereof. 

Article IX 

Seller's Reservation 

9.1 Seller shall retain the right to process the 

~as or have the gas processed, before and/or after delivery 

to Buyer, for the recovery of liquefiable hydrocarbons other 

than methane , (propanes , ethanes, butanes and heavier hydro

carbons) except such minimum quantities of methane as must 

necessar ily be removed in such proc essing (including the 

right to use the gas for fuel in the operation of any pro

cessing plant) • Gas so processed in a plant shall be 

delivered , rcdeliver~d, measured and accounted for in ac

corda nce with procedures mutually satisfactory to Buyer and 

Selle r. Se ller shall not reduce the heating content of the 

gas remaini ng after processing below one thousand (1000) 

British thermal uni ts per cubic foot. Seller shall re~

burse Buyer for all transportation charges, liquefaction 

c harges a nd regasifi cation charges attributable to the 

volume r emoved by processing, i nc luding fuel and shrinkage. 

Should such processing occur downstream of the delivery 
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point hereunder, appropriate adjua~ent ahall be .. 4• to the 

volume of gas delivered by Seller to Buyer to give effect to 

all reduction of delivered volumes as a result of auch pro

cessing. 

Article X 

Notices 

10.1 Notices to be given hereunder shall be 

deemed sufficiently given and served when and if deposited 

in the United States mail postage prepaid and certified or 

registered, addressed to Seller at 

---------------------------------' or to Buyer at 

-----------------------------------------------------------' 
as t he case may be, or to such other address as either party 

shall r espectively hereafter designate in writing. 

10.2 Routine communications, including monthly 

nl a cmc nts and paymentn shall be considered as duly deli

vered whe n mail ed by either registered mail or ordinary 

firn t c lass ma i l, postage pre paid. 

Ar ticle XI 

Conditions Precedent 

11.1 Seller acknowledges that Buyer shall have no 

obligation lo perform any of its undertakings set forth in 

t his Agreement, oth~r than its undertaking to actively 
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support the ult~te (government) •election of the Pipeline 

for the movement of natural gas from the North Slope of 

Alaska to market, until and unless all governmental appro

vals nece•sary for initiation and ~plementation of the 

Pipeline are granted: provided however, that costa incurred 

by Seller by reason of Seller's election to take it• royalty 

gas in-kind shall be reLmbursed to Seller by Buyer as pro

vided in Section 2.2 herein. 

11.2 In the event that on or before December 31, 

1978, a ll regulatory approvals have not been issued and been 

accepted by Buyer or the applicant to construct the Pipeline 

which Buyer or Seller deems necessary to enable Buyer or 

Seller to perform its obligations under or receive the ben

efits of this Agreement, either party may thereafter termin

ate this Agreement by giving written notice to the other 

party not less than ten (10) days prior to the effectiveness 

of said action. 

11.3 Promptly after approval of this Agreement by 

concurrent resolution of a majority of each house of the 

Alaska State Legislature, Buyer shall proceed with diligence 

in the preparation, filing and prosecution of such applica

tions, petitions, pleadings and other filings with the 

Federal Power Commission as may be required to obtain all 

necessary rate, tariff, and/or certificate authorizations, 

approvals and rulings, as the case may be, related to 

Buyer 's undertakings set forth in this Agreement. 
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11.4 Prior to the t~e that a Federal POwer 

Commission order granting a Certificate of Public Conven

ience and Necessity to the Pipeline becomes final and non

appealable, the Governor of Alaska may give written notice 

to Buyer of his decision, and reasons therefor, to aupport a 

project other than the Pipeline and such notice shall not be 

deemed a default of Seller's obligations under Article I 

hereof . Should Buyer elect to support the project 4eaig

nated in the Governor's notice, such project shall be con

sidered the "Pipeline," and Buyer's rights hereunder shall 

continue. If Buyer does not give notice of its decision to 

support the project designated in the Governor'• notice 

within thirty (30) days after r eceipt of the Governor's 

notice, this Agreement and all rights and obligations here

under shall terminate. 

11.5 This Agreement may be terminated by direc

tive of the Governor of Alaska to the Commissioner of 

Natural Rcsourceo a nd the se rving of a written notice to 

Buye r by said Commis sioner, which notice may be given any

time after a Federal Power Commission order denying El Paso 

Alaska in Docket No. CP75-96 a Certificate of Public Conven

i e nce and Necessity, becomes final and non-appealable, or 

after a n order o f the federal Power Commission granting a 

Certificdte of Public Convenience and Necessity to a project 

or system other than the Pipe line becomes final and non-
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appealable. Such teraination shall not prejudice Buyer'• 

posi tion in negotiations for subsequent purchases of gas 

from Seller. 

11.6 This Agreement shall not take e ffect until 

approved by concurrent resolution of a majority of each 

hous~ of the Alaska State Legislature. 

Article XII 

Exhibi t s and General Terms and Conditions 

12 . 1 Exhibi t A and the General Te rms and Condi-

tions a ttached to thi s Agr eement are by this refer enc e 

incor por a ted i nto and made a part of this Agreement . 

IN WI TNESS WHEREOF, t he parties her e t o have caused 

thio Agr eement to be exec uted in four (4) ori g i nal c ounter-

parts on t his day and year f i r s t a bove written . 

ATTEST : 

COMMI SSIONER OF NATURAL RESOURCES 
OF THE STATE OF ALASKA 

ATTEST: 



7his •General Terms and Conditions • is attached and 

made par t of Roya lty Gas Sales Agreement da ted ____________ __ 

1976, by and betwe en ----------------------------------------
as Duyer, a nd ----------------------------~--------~--~~ 
a s Se ller. 
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General Teras and Conditions 

I. DEFINITIONS 

The following terms, when used in this General 

Terms and Conditions and in the foregoing porti on of this 

Royalty Gas Sales Agreement, shall have the following mean

ings, regardless of capitalization: 

1.1 The term "lease or leases" shall mean the oil and 

gas leases and portions thereof which are d e scribed in Ex

hibit A hereto attached and made a part hereof. 

1.2 The term "le ssee" shall mean the party or parties 

owning working interest in the lease or leases. 

1.3 The term "gas" shall include casinghead gas pro

duced with crude oil, gas well gas, and residue gas resul

ting from processing either casinghead gas or gas wall gas 

or both. 

1.4 Th~ term "casinghead gas" , as used herein , ex

cludes gas cap gan and shall mean gas produced with crude 

petroleum from an o i l we ll, all or substantially all of 

whic h is i nd igenous to the oil stra la from which such crude 

pclroleum oi l is produced, together with gas lift gas pro

duced with oi l whether originally produced from thr same oil 

stralum or not . 
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1.5 The ter. •gas well gas• shall -.an all other gas, 

including gas cap gas, or the mixture of hydrocarbon gases 

produced from the leases other than that includable within 

the def i ni tion of cas i nghead gas . 

1.6 The term "dayw shall mean a period of twenty-four 

(24) consecutive hours beginning at 7:00 o'clock A.M . Alaska 

Sta ndard Ti me . The reference date for any day shall be t he 

da te of the beginning of such day. 

1 . 7 Th~ term "month" shall mean the period beginning 

at 7:00 o ' clock A. M. Alaska Standard Time on the first day 

of a calendar month and ending at the same time on the first 

ddy o f the nex t succeeding calendar mont h. 

l. 8 'l'he e rm "c ubic f oo t o f ga s '' means th~ vo lume of 

g~s contained i n one cubic foot of spac e at a standard 

prcsuur base and a s tandard tempe r ature base . The standard 

pr<'!;sur c bD . l s hn 11 L !ourte n and s ix t y - f i v c> one hund

redth n ( 14 . 65) pound s pe r squa r e i nc h absolu t e a nd the 

s t a nda rd t cmpc r ,'l t urc base shall b s lxty (60) d egrees Fah

r enh • i t . 

1. 9 Th term " y""ar " shall m un each s ucces s ive pe r iod 

o f tw~lv (12) consecutive mon hs beginning on t he first day 

of t h t' mont h i n whi c h deli verie s of ga s arc c ommenced to 

Huycr he r eunde r a nd any a nniveroa ry of suc h date . 
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1.10 The te~ "anniversary date cf first delivery• 

s ha ll me an the same date of each succeedi ng year as the date 

of first deliver i es . 

1.11 The te~ "domestic and industrial needs of the 

State of Alaska" shall mean those present and projected 

r e s ident ial, commercial and industrial uses for gas within 

Alaska as dete~ined by the Alaska Royalty Oil and Gas 

Developme nt Advisory Board in accordance with AS 38.05-

.lBJ (d) . 

2 . RESPONSIBI LITY 

2 .1 Buyer shall not be respons ible for the gas prior 

Lo iLn de live r y he r eunde r and Seller sha ll hold Buye r harm

less against a ny damage or in jury caused thereby unti l same 

ha s be n de liver ed t o Buye r a t t he d~l ivery poi nt or points 

hereunde r , aft~r which delivery Buyer sha ll be dc( med i n 

exc l us i ve con t rol and possess i on t her eof and r esponsible f or 

s aid ga s a nd s hall hold Se ller ha rml e s s against any injury 

or dnmdq~ ca used t her eby , exce p t t hat whi l o t ho gas is being 

proc su d by or on be half o f Se l l e r , Buyer s ha l l not be 

d emcd i n contr ol 0 1 poss essio n t hereof and s hall not be 

r s pons ible for said ga s . 

3 . METERS 

3 .1 Buye r , at its sole cost a nd expense , s ha ll in

sta l l , ma inta in a nd oper ate , o r c ause t o have i ns talled, 

ma lntni ned , and operated, at eac h de l i ve ry point, a s tandard 
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type orifice meter or meters for the aeaauriag of the quan

tity of gas delivered hereunder. Orifice meters shall be 

installed and operated in accordance with the specifications 

prescribed in Gas Measurement Committee Report No. 3, as 

revised and reprinted September 1969, of the Natural Gas 

Department of the American Gas Association, as supplemented 

and modified from time to time. Buyer shall cause the 

charts on such meters to be changed each day, or at such 

other times as may be agreed upon by the parties hereto. 

The meters, meter readings and meter charts shall be acces-

sible at all reasonable times to inspection and examination 

by Se ller. 

3 . 2 Fr~. ~ime to time and at least once each month, 

t he accuracy of Ruyer ' s measuring equipment shall be veri -

fied by and aL th e xpense of the Buyer . If either party at 

any tim s hall notify the other that it de sires a special 

test of nny meter , t he other party s ha l l cooperate to secure 

an i mmed iaL verJfication of t he accuracy of such me t er and 

jotn observa~Lon of any adjustments . If any s uch t est 

shal l be reque s ted by Seller and upon such tes t, t he mea-

s ur i ng equipme nt s ha l l be found to be r egister i ng correctly, 

t he cos t of suc h test s hall be charged to Se ller, otherwise 

t he cosl of all s uc h tests s hall be borne by Buyer . Buyer 

s hall glv~ notice to Seller of the time of all tests made 

pursuanL tcJ t his Sec ion i n order that Seller may conven-

icntly have its representative present. CnlibraLion and . . 
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adjustment of Buyer's meters and changing of charts shall be 

done only by Buyer. 

3.3 If, upon any test, the percentage of inaccuracy 

shall be two percent (2\) or more, the registration of such 

meter shall be corrected at the rate of such inaccuracy for 

any period which is definitely known or agreed upon, but in 

case the period is not definitely known or agreed upon, then 

for a period extending back one-half (1/2) the time elapsed 

since the date of the last calibration. Following any test, 

metering equipment found inaccurate shall be immediately 

restored by Buyer as closely as possible to a condition of 

accuracy. If, for any reason, any meter is out of service 

or out of repair so that the amount of gas del iver J cannot 

be estimated or computed from the reading thereof, the 

amount of gas delivered through the period such meter is out 

of service or out of repair shall be estimated and agreed 

upon by the parties hereto upon the basis of the best 

available data, using the first of t he following methods 

whi c h j s feasible: 

a . By using the registration of Seller's check 

meter if installed and accurate ly registering. 

b . By correcting the error if the percentage of 

error i s ascertainable by calibration test or ma thematical 

calculalion . 
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c. By est~tinq the quantity of deliveries by 

deliveries during preceding periods under similar conditions 

when the meter was registering accurately. 

3.4 Seller may, at i ts option and expense, install and 

operate or cause to be installed and operated check meters 

to check Buyer's meters, but measurement of gas for the 

purpose of thi s Agreement shall be by Buyer's meter, except 

as hereinabove specifically provided to the contrary. Such 

check meters and equipment shall be so installed as not to 

interfere with the operation of the meters to be installed 

and mai ntained by Buyer at or near the points of delivery. 

4 . UNITS OF VOLUME 

4.1 The unit of volume for all purposes hereunder 

(excep t as otherwise specified in Subsection 4.2 of this 

Section 4) shall be one t housand (1000) cubic feet at an 

a bsolule pressure of fourteen and sixty-five hundredths 

(14. 65) pounds per square inc h at a t emperdture of sixty 

(60 ) degr ees Fahr e nheit. 

-1. 2 Tho unit of vol ume for the de termination of the 

grosc heating value of the gas purc hased hereunder s hall be 

t he amount of gas , saturated with wa ter vapor , which would 

occupy a volume of one (1) c ubic foot at a temp rature of 

sixly (60 ) d egre~s Fahrenheit a nd under a pressure equiva

l ent to t hir ty (30) i nc hes of mercury at th~r ty-two (32 ) 
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degrees Fahrenheit. Such gross heating value shall be 

expressed in British thermal units per cubic foot. 

5 . GAS MEASUREMENT 

5.1 ThP volumes of gas delivered hereunder shall be 

computed in accordance with the specifications prescribed in 

Gas Measurement Committee Report No. 3, as revised and re

printed September, 1969, of the Natural Gas Department of 

the American Gas Association, as supplemented and modifie~ 

from tim~ to time, applied in a practical and appropriate 

manner , and appropriate correction shall be made for devia

tion of the gas from Boyle's Law in accordance with said Gas 

Measurement Committee Report No. 3. Any additional data re

quired to be devel oped in accordance with recommendations 

contained i n such report shall be jointly determined by the 

parties here t o in a ma nner mutually agreeable. 

5.2 For the purpose of measurement, the absolute atmo

spheric (barometric) pressure s hall be agreed upon f or each 

point of delivery hereunde r based on the actual elevation or 

locn Ljon of the delivery point above sea level and shall 

t hereaFter be deemed to remain constant r egardless of 

variations i n t he actual barome tric pressure f rom time to 

time . 

For me ters of the orifice type the following factors 

s hall be g i ven due consideration: 
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a. !'he t-perature of the 9•• Oowing tba'oagb 

Buyer's mete rs shall be obtained by the use of a recording 

the rmometer so installed by Buyer that it may properly re

r ecord t he t emperature of such gas. The arithmetical aver

age of the hourly temperature during the period gas passed 

sha ll be used t o ma ke proper computati ons of volumes here

under. 

b. The spec i fic gravity of the natural gas shall 

be determi ned by Buye r by calculation (compensated for any 

difference be t ween the specific gravity i n the ideal state 

a nd in the r ea l s t ate in accordance wi th publis hed proce

dures adopted by th~ Gas Me a s ur ement Committee of the Ameri

c an Gas As s ociation) ut i lizing t he analysis o f the natura l 

qos de · rmincd in accordance with Subsect ion 5.3 of this 

Secti on 5. The s pec i fic gravity so dete rmined shall be 

u jlizcd during the applicabl e period of time referred to in 

s aid Subsectlon 5 . 3 . 

5.3 Eac h lh ce (J) months or as near l he firs L of each 

thr ' (3) mon hs ' perjod as practicdbl e , Buyer s hall sample 

ond tl ntll y7.l' hC' gns dol i vcred hcreu11der at each del i.very 

poin L for d' t'1"Ini na tion of its constituents and the total 

gro~s hC'n t J ng Vdluc thereof . The "Me t hod for Na t ur a l Gas 

An ly~1~ by Gd~ Chrom Lography , Revised and Adopled as 

S a ndard, 196 4, by the NnLural Gas Proces sors As sociation , " 
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as supplemented and modified from ttme to time , ahall be 

used in making such determination . Copies of each such 

ana lys is sha ll be furnished by Buyer to Seller. Should 

Se lle r not he satisfied with the results of s uch analysis, 

it shal l notify Buye r in writing. Promptly thereafter, 

r epresentatives of the parties shall obtain simultaneously 

under norma l operating conditions two (2) samples of the gas 

de l i ve r ed hereunde r at the point of delivery in question in 

appropriate sampling devices of the same type . Each of the 

part i es shall take one (1) such sample and subject it to ap

propriate laboratory analyses to de t e rmine the total gross 

heating value t hereof, reporting t he results thereof in 

writing t o t he other . The aver age of the t o tal gross heat 

j ng value shown by s uc h two (2) analyses sha l l be used f or 

al l purposes of this Ag r eement for the period covered by t he 

a nalyses made by Buyer which gave ris e to the j oin t deter 

minat ion. 

5. 4 Buyer reserves t he right to j ns tall and utilize 

recording gravitometers aJld/or calorj meters at a ny and all 

de l ivery poin s for t he determin tion of s pecific gravity 

a nd gross heating value i n l ieu of t he t esting procedure s 

provided i n Subsections 5.2 (b) a nd 5 . 3 of t his Sec tion 5 • 

. 5 Buy~r s hall give notice t o Seller of t ho time of 

all t c·s l s of gas delivered hereunder or of any equ i pment 
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used in measuring or dete~ining the nature of quality of 

such gas, in order that Seller may conveniently have ita 

representative present. Should Seller not be satisfied with 

any such tests, it shall ao notify Buyer and Buyer ahall 

perfo~ such retests as may be necessary to aaaure an accu

rate test. 

6. BILLING AND PAYMENT 

6.1 On or before the fifteenth (15th) day of each 

mo11th a f ter deliveries of gas are commenced hereunder, Buyer 

shall render to Seller a statement showing the amount of gas 

de live r ed by Seller and the amount of gas purchased by Buyer 

hereunder during the preceding calendar month and payment 

for gas sold hereunder by Seller shall be made by Buyer to 

Seller on or before the twenty-fifth (25th) day of the cal 

endar month in which such statement is rendered. 

6.2 Upon request, Buyer shall furnish or cause to be 

furnished Seller the measurement charts applicable to any 

monthly statement. Seller shall return to Buyer all charts 

after thirty (30) days. 

6.3 Any error or discrepancy in charts or statements 

furnished pursuant to the above shall be promptly reported 

to Buyer and Buyer shall make proper adjustment thereof 

withi n forty-five (45) days after final determination of the 
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correct volumes or values involved, provided, however, that 

i f no such errors or discrepancies are reported to Buyer 

wi thi n two (2) years from the date of such chart or state

ment the same shall be conclusively deemed to be correct. 

6.4. Seller shall have access to Buyer's recorda and 

books at all reasonable hours so far as they affect measure

ment and settlement for gas sold hereunder. 

7. RECEIPT OF AVAILABLE GAS 

7.1 In accordance with the provisions hereof, Buyer 

s hall proceed diligently to seek such authorization as 

r equired to r eceive gas then available f~r delivery by 

Seller hereunder . Thereafte r, as additional gas becomes 

ava i lable for de l ivery to Buyer he r eunder at additional 

points of del i very , Seller shall notify Buyer in writing, or 

cause Buyer to be so notif ied , of the availabili ty of such 

additional gas , a nd t her eaf t er Buye r shall proceed dili 

gentl y to seek suc h aut hor i zation as r equired for Buye r to 

receiv e s uc h additional gas . 

8. TITLE 

8 .1 Se l ler hereby warrants t i tle t o the ga s sold by it 

hereunde r and its right to sell t he same and warrants that 

a l l such ga s is owned by Sell er free from al l l i ens, encum

brances a nd adverse claims . 
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9. FORCB MAJEURE 

9.1 In the event of either Buyer or Seller beinq 

rendered unable by force majeure to perform a duty or an 

obligation under the Royalty Gas Sales Agreement, the per

formance of said duty or obligation by the party affected by 

such force majeure shall be suspended without liability to 

the other party to the Royalty Gas Sales Agreement during 

the continuance of the period of inability caused by force 

maj eure but for no longer period, and the party whose per

formance is thus suspended shall, so far as possible, take 

a ll actions within its control to remedy the cause of ita 

non- performance with all reasonable dispatch. 

The term "fOE£! majeure " as employed herein shall 

mean ac ts of God, strikes, lockouts or other industrial dis

turbances, acts of the public enemy, wars, blockades, mili

tary action, insurrections, riots, epidemics, landslides, 

lightning, earthquakes, fires, storms, or storm warnings, 

crevasses , floods, washouts, arres ts and restraints of 

governments and people, civil disturbances, explosions, 

breakage or accident to mac hinery or lines of pipe, or 

making r epairs or alterations to machinery or lines of pipe, 

the necessity for testing (as r equired by law, governmental 

regulation or for safe operation thereof, in the judgment of 

the testing party), freezing of wells or lines of pipe, 

partial or enti re failure of wells, inability of any party 
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hereto to obtain necessary materials, supplies or pe~ts 

due to existing ~r future rules, regulationa, orders, laws 

or proclamat ions of governmental authorities (both Federal 

and State ), including both civil and military, any inability 

on the part of any purchaser or purchasers to receive gas 

from Buyer by reason of force majeure affecting such pur

chaser or purchasers , provided that such inability of Buyer 

to take gas because of force majeure affecting its pur

chasers, shal l be fairly apportioned among its various 

sources of gas supply, and any other causes, whether of the 

kind he rein e numerated or othe rwise, not within the control 

o f t he party c l a iming suspension, and which by the exercise 

of due ~1ligence suc h party i s unable to prevent or over

come; suc h torm s hall l i kewi se i nclude (a ) in those in

s tances wher e either party hereto is required to obtain 

serviLudes , r ight-of-way grants , pe rmits or licenses to 

e nabl ~uch par ty to fulfi ll i t s obl i ga tions hereunder, the 

i nabi l i l y of s uc h pa r t y in acqui r i ng, at reasonable cost and 

a fLer Lhe xer c l se of reasona ble d i l igence , such servitudes, 

righL-of - way grants , permits o r l i cense s, and (b) i n those 

i ns Lancos where ciLhe r party heret o is r equired to furni sh 

ma t e r in l s and s upplie s for the pur pose of cons tructing or 

mainta ining fac i l iti s , or iu rcqui~ ed t o secure permits or 

p r mi s5 ion f r om any governme ntal agency to enable such party 

to f ul fi l l its obliga t ions her euneer , the inability of such 

party to acqui r e , or t he de l ays on t he par t of such pa rty in 

a cquiring , at r ea sonabl e cost and after the exercise of 
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reasonable diligence, auch .. teriala and aappllea, ~t• 

and permissions: provided, however, Seller ahall have tbe 

r ight but not the obligation to sell on a day to day baaia 

fr ee from this Agreement any gas which is committed to Buyer 

herE>under but which Buyer does not take because of force 

majeure. The word •party• as used in thia Section 1 ahall 

mean ~ nd include any person or persons, corporate or other

wise , with whom Seller enters into or baa agre .. enta for tbe 

conditioning, processing, compressing, or tranaportation, 

f or ito account, of the gas to be delivered hereunder froa 

the point of del i very hereunder to Buyer's facilitiea. 

9. 2 It is understood and agreed that the settlement of 

strikes or lockouts sh~ll be entirely within the discretion 

of th party hav ing the d i fficulty , and that the above 

requirement that a ny force majeure shall be remedied with 

all r easonable dispatch shall not require the aettlament of 

strikes or lockouts by acceding to the demands of the oppo

sing party when suc h course is i nadvi sable in the discretion 

of the party having the difficulty. 

10 . RULES AND REGULATIONS 

10. 1 This Agreement is subject to all present ~nd 

futu re valid laws and valid orders, rules and regulations of 

the United State s, the State of Alaska, or any duly conati

t uted agenc y t hereof. 
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11. SUCCESSORS AND ASSIGRS 

11.1 This Agreement shall bind and benefit the parties 

hereto and their respective successors and assigns, provided 

that no conveyance or transfer of any interest of either 

party shall be binding upon the other party until such other 

party has been furnished with written notice and true copy 

of such conveyance or transferJ provided, further, that 

either Buyer or Se ller, or both, may assign ita right, title 

and interes t in, to and by virtue of this Agreement, in

clud i ng any and all extensions, renewals, amendmen~• and 

supplements thereto to a trustee ,Jr trustees, individual or 

corporate, as security for bonds or other obligations or 

sccur i ics, without such trustee or trustees assuming or 

becoming in any respect obligated to perform any of the 

obljgnt ion n of t he assignor, and if any such trustee be a 

corpordlion, without its being required by the parties here

to lo qun l ify to do bus ines s i n the State of Alaska, but no 

s uc h ,,, j gnm <:! n ::;hall serve to relieve the assigning party 

of i ts obl iqati ons hc rcundrr. 

12. CONFOHMlTY WITH PRODUCER SALES CONTRACT 

12.1 Sell er and Buyer rocognize that this Agreement is 

b ing e ntered i nto prior to sales agreements by the working 

inl'r~st owners . Eac h party further r ecognizes that Sel

ler' s r oyalty gas will be commingled with the gas of the 

working in ter est owne r s and that ~onsequently Seller's gas 

will be produced, gathered and treated identically with the 
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gas of the working interest owners. It is therefore agraa4 

between the parties that if terms, conditions, or clauses 

are included in contracts for the sale of gas from the 

leases identified in Exhibit A by the working interest 

owners which terms, conditions, or clauses are more favor

able to the vendor than the terms, conditions or clauses of 

Sections 3, 5 and 6 of these General Terms and Conditions 

herein, Seller shall at its sole option have the right to 

i nclude such term, condition or clause into this Agreement 

by giving Buyer written notice within ninety (90) days after 

approval by the Federal Power Commission of said working 

i nterest owner's contract for the sale of its gas. 

13. MISCELLANEOUS 

11.1 No waiver by either party of one or more defaults 

by the other in the performance of any of the provisions of 

t his Agreement shall operate or be construed as a waiver of 

a ny other or further default or defaults, whether of a like 

or of a different characte r . 

13.2 This Agreement, and the construction and inter

pretation thereof, shall be governed by the laws of the 

State of Alaska. 

13.3 Article headings used in this Agreement are for 

conve ni e nce only and shall not affect the construction of 

this Agreement. 
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13.4 This Agreement may be supplemented, a.ended or 

modi f ied onl y by a written instrument duly executed by the 

par t i es he reto. 

13 . 5 Except in t he cases for which arbitration is 

specifi cally provided herein, if either party shall fail to 

pe rform any of the covenants or obligations imposed upon it 

by thi s Agreeme nt (e xcept whe re such failure shall be ex

c used under the for ce majeure provi sions hereof), then and 

in t hat event , the othe r party may, at its option (without 

waiv i ng any o t he r r emedy for br each hereof), by notice iu 

writing spec ifying wher e in the de fault has occurred, indi

cate s uch party' s e l ection t o terminate this Agreement by 

reason thereof . The party in default shall have sixty (60) 

days from the receipt of s uch not ice t o r emedy such default 

and t o pay or i ndemnify the other pa rty all l o s s or damage 

incurred as a result t hereof, and upon failure so to do, 

this Agreement shall terminate from and a f ter the expiration 

of s uc h sixty (6 0) day period. Any suc h termi nation shall 

be an additional remedy a nd sha l l not pr ejud ice t he r ight of 

Lhe par t y not i n defaul t to coll ect any amounts due it her e 

under Cor a ny damage or loss s uf fered by i t and shall no t. 

waive any other remedy to which the par ty not in de f a ult may 

be e ntit led f or br each of t his Agreement. 

13.6 If any provision or c l ause o f this Ag r eement or 

applica t ion t hereof to any per son or circums t ances i s he ld 
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invalid, auch invalidity ahall not affect other provialoe• 

or applications of the Agreeaent which can be given effect 

without the invalid provision or application. 

13.7 Seller and Buyer •hall each preserve all teat 

da ta, charts and other atmilar record• a• required by the 

Feder~ ~ Power Commission. 
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Exhibit A 

Attached to and Made a Part of a Royalty Gas Sales 

Agreement dated _____________________________ , 1976, Between 

•auyer• ---------------------------------------------------
and 

Seller", With Respect to Certain Royalty Gas Owned and Taken 

In-Kind by --------------------------------------------------
Unde r the Leases Described Herein Covering ---------------

Lands in the State of Alaska. 

Each of the following described Leases reserves to 

the Stale of Alaska a one -eighth (1/ 8) royalty interest, 

unl ss otherwise s lated. 

Loose Seria l No . Legal Description Gross Acres 



EXPLAINATION OF FOOTNOTES 

The preceding agreement for the sale of royalty 

gas is a copy of the Agreement between the State of Alaska 

and Tenneco Alaska, Inc. The Agreements between the State 

and El Paso Natural Gas Co. and the State and Southern 

Natural Gas Company are virtually identical. The differences 

which exist have been footnoted in this contract and the 

c hanges which are appropriate to the El Paso and Southern 

contract ar~ explained in each footnote. 

The contract i s being made available in this 

manner a s it facilitates comparison of the three contracts 

and avoids t he necessity of dis tributing widely three copies 

of contracts which are virtually id •ntical. These footnotes, 

of course, do not appear in the original contracts. 

Footnotes: 

!L Instead of the words "Tenneco Alaaka Inc., an 

Alaskan corporation" substitute the words "El Paso Natural 

Gas Co., a Delaware corporation" for the El Paso contract 

and the words "Southern Natural Gas Company, a Delaware 

corpordtion" for t he Southern contract. 

2/ Instead of the words "fifty percent (50,)" 

su~stitute the words "twenty-five percent (25,)" for both 

the El Paso and Southern contracts. 



, 

3/ Instead of the words "one (1) trillion, three 

hundred (300) billion cubic feet" substitute the words "six 

hundred fifty (650) billion cubic feet" for both the Southern 

and El Pa so contr act. 

4/ An additional sentence is added at the end of 

Section 3.7(b) to the El Paso and Southern contracts. For 

the El Paso contract that sentence reads as follows : 

Buyer 's right under this Section shall apply 

only to sur plus royalty gas available after 

Seller has s atisfi ed its obligations under 

Subsections 3.7 (a) and 3.7 (b) of that 

Agreeme nt between the State of Alaska and 

Tenneco Alaska, Inc. dated -----------
For Lh ' so~thcrn contract t he added s entence reads as follows: 

Buye r 's right under this Section shall apply 

only to surplus royalty gas availabl e after 

Seller has satisfied its obligations under 

Subsec tions 3.7 (a) and 3. 7 (b) of t hat 

Agr •cmcnt be tween the State of Alaska and 

T nncco Alaska, Inc. dated , and 

that Agreement between t he State of Alaska 

and Bl Paso Natural Gas Co. dated ------------

• 




