SETTLEMENT AGREEMENT AND RELEASE
THIS SETTLEMENT AGREEMENT AND RELEASE (the “Agreement”), dated
February 14, 2020 (the “Execution Date”), is between Furie Operating Alaska, LLC
(“Furie”) and Alaska Pipeline Company (“APC” and, together with Furie, the “Parties”).
WHEREAS Furie and APC are party to that certain Gas Sale and Purchase Agreement
dated February 26, 2016, as amended (“GSA”); and
WHEREAS, on January 23, 2019, Furie notified APC of a Force Majeure Event (“FME”)
under the GSA; and
WHEREAS the Parties exchanged information regarding the disputed FME during the first
half of 2019 and agreed to waive initiating the formal dispute resolution process pursuant to
Article 15 of the GSA while the Parties evaluated information concerning the disputed matters;
and
WHEREAS, on August 9, 2019, Furie and two affiliated entities, as debtors and debtors in
possession (collectively, the “Debtors”), filed voluntary petitions for relief under Chapter 11 of
title 11 of the United States Code (the “Bankruptcy Code”) in the United States Bankruptcy Court
for the District of Delaware (the “Bankruptcy Court”); and
WHEREAS, on January 9, 2020 the Parties met and conferred regarding settlement of
certain disputed matters;
AND NOW, THEREFORE, subject to Bankruptcy Court approval pursuant to Rule 9019 of the
Federal Rules of Bankruptcy Procedure (“Rule 9019”), the Parties mutually agree to settle all
disputes outstanding as of the Execution Date on the following terms and conditions:
1) Gas Settlement.
a. Furie shall deliver 250,000 Mcf of gas (the “Settlement Gas Volume”) valued
at $6.80/per Mcf for a total value of $1,700,000.00 (the “Total Settlement
Value”).
b. The Settlement Gas Volume will be delivered to APC via in-field transfer in
equal volumes:
i. 83,333.333 Mcf by the later to occur of (A) January 31, 2020 and
(B) entry of the Settlement Approval Order (as defined below)
ii. 83,333.333 Mcf by the later to occur of (A) February 10, 2020 and
(B) entry of the Settlement Approval Order
iii. 83,333.333 Mcf by the later to occur of (A) March 1, 2020 and (B) entry
of the Settlement Approval Order
c. If Furie fails to deliver the Settlement Gas Volume according to the agreed
dates, or within fifteen days thereof, then (a) APC may draw on the Letter of
Credit as permitted under Section 9.4(B) of the GSA, for the remaining

difference between the value of the gas delivered, as calculated in accordance
with the valuation set forth in Section 1(a), and the Total Settlement Value and
(b) the requirements for a Formal Notice of payment default and cure period of
fifteen (15) Days provided for in Section 9.4(b) of the GSA are waived.
2) Amendments to the GSA. Furie and APC agree to execute a third amendment to the
GSA (the “Third GSA Amendment”), in the form annexed hereto as Exhibit A, to be effective
upon, and only upon, the occurrence of the conditions precedent to the Third Amendment Effective
Date (as defined in the Third GSA Amendment) as set forth in Section I of the Third GSA
Amendment.
3) Amendment to Consent to Collateral Assignment. APC agrees to amend the Consent
to Collateral Assignment dated February 26, 2016 (as amended, amended and restated,
supplemented, or otherwise modified from time to time), by and between APC,
Cornucopia Oil & Gas Company, LLC, Furie, and Energy Capital Partners Mezzanine
Opportunities Fund A, LP, as collateral agent and administrative agent, shall be
amended to extend to the New Term Loan Debt (as defined in the plan filed in the
Debtors’ bankruptcies and located at Docket No. 399) or such other first priority debt
issued by Furie in accordance with a confirmed plan of reorganization.
4) Covenants.
a. Furie covenants and agrees as follows:
i. The Debtors shall file a motion pursuant to Rule 9019 (the “9019
Motion”) seeking entry of an order approving this Agreement (the
“Settlement Approval Order”) within two (2) business days of
execution of this Agreement; and
ii. The Debtors shall use commercially reasonable best efforts to cause
Furie to assume the GSA under a plan of reorganization or assume and
assign the GSA under an order selling substantially all of Furie’s assets
under Section 363 of the Bankruptcy Code.
b. APC covenants and agrees as that APC shall take all steps necessary to obtain
regulatory approval of the Third GSA Amendment promptly after the Execution
Date.
5) Release.
a. APC hereby fully releases and forever discharges Furie, and each of its parent
organization(s), affiliates, subsidiaries, employees, officers, directors, agents,
insurers, attorneys, sureties, successors-in-interest, and assigns (collectively, the
“Furie Released Parties”) from all actions, causes of action, suits, controversies,
demands, obligations, liabilities, rights, costs, claims, losses and damages of
whatever kind or nature, whether known or unknown, suspected or unsuspected,
asserted or unasserted, accrued now or in the future, which any of them may now
have or may have at any time in the future, with respect to claims, actions, or
conduct prior to the Execution Date (excluding, for the avoidance of doubt, claims
arising under this Agreement) (the “Released Claims”), including, without
limitation, that certain Response and Reservation of Rights of Alaska Pipeline
Company to Second Amended Notice of Assumption and Assignment of Executory
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Contracts or Unexpired Leases and Cure Amounts [Docket No. 297], that certain
Alaska Pipeline Company’s Reservation of Rights Regarding Adequate Assurance
of Future Performance by HEX, L.L.C. and Cure Claim [Docket No. 414], and that
certain Proof of Claim No. 58.
b. Furie hereby fully releases and forever discharges APC, and each of its parent
organization(s), affiliates, subsidiaries, employees, officers, directors, agents,
insurers, attorneys, sureties, successors-in-interest, and assigns (collectively “APC
Released Parties”) from the Released Claims.
c. Furie and APC represent that they are familiar with the decisions of the Alaska
Supreme Court in Alaska Airlines v. Sweat, 568 P.2d 916 (Alaska 1977); and Witt v.
Watkins, 579 P.2d 1065 (Alaska 1978), but that they nevertheless intend that this
Agreement shall discharge each of the APC Released Parties and the Furie Released
Parties from liability for damages or losses caused, enhanced, aggravated or
contributed to by any of the Parties, whether such damage is subsequently
discovered or is different in degree or kind than is now alleged, known, anticipated,
or expected. It is specifically understood and agreed by the Parties that the mutual
covenants herein contained or undertaken are made in order to obtain a full, final
and complete release from whatever claims, known or unknown, may now or
hereafter result from their relationship or roles as of the Execution Date, or the
matters released herein. The Parties understand and agree that this Agreement shall
not be rescinded or modified due to any mistake as to the character or extent of any
future damages or losses.
d. The Parties also represent that they are familiar with and have been advised
concerning the decisions of the Alaska Supreme Court in Young v. State of
Alaska 455 P.2d 889 (Alaska 1969); and in Totem Tug & Barge v. Alyeska
Pipeline Co., 584 P.2d 15 (Alaska 1978), and it is still their true intent and desire
to fully release all individuals, firms, or entities, who could, at any future date, be
possible defendants in any action arising out of matters as of the Execution Date as
fully as though they were specifically listed and named herein.
e. The Parties agree that this Agreement is the compromise of various disputed claims,
and that entry into this Agreement or payment or acceptance of payment is not to
be construed as an admission of liability on the part of any entity hereby released,
by whom liability is expressly denied, or as an agreement or acquiescence of any
such entity as to the validity of a claim or assertion made by any other entity hereby
released.
6) Capacity. The Parties represent and warrant that, subject to Bankruptcy Court
approval, they are authorized to enter into and execute this Agreement.
7) Severability. If any portion or portions of this Agreement is held by a court of
competent jurisdiction to conflict with any federal, state, or local law, and as a result such portion
or portions are declared to be invalid and of no force or effect in such jurisdiction, all remaining
provisions of this Agreement will remain in full force and effect and be construed as if such invalid
portion or portions had not been included.
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8) Governing Law and Venue. This Agreement is to be governed and construed by the
laws of the State of Alaska.
9) Counterparts. This Agreement may be signed in several counterparts, but when taken
together will constitute but a single document when executed by the Parties.
10) Termination. This agreement shall terminate and have no further force and effect
unless the Settlement Approval Order is entered within thirty (30) calendar days of the Execution
Date.
11) Binding Effect. This Agreement will be binding on and inure to the benefit of (i) APC
and its successors, permitted assigns, and beneficiaries on the Execution Date and (ii) Furie and
its successors, permitted assigns, and beneficiaries upon entry of the Settlement Approval Order.
All representations and covenants contained in the Agreement will survive it, and will not be
merged upon performance of the terms of this Agreement.
12) Amendments. This Agreement and all documents and instruments executed in
connection with it or in furtherance of it may not be amended, modified, or supplemented, except
by an instrument in writing signed by both Parties.
13) Legal Fees. In the event any legal action is taken by either Party against the other Party
to enforce any of the terms and conditions of this Agreement, it is agreed that the unsuccessful
Party to such action will pay to the prevailing Party all court costs, reasonable attorneys' fees and
expenses incurred by the prevailing Party. Such legal fees, costs, and expenses are to be added to
and made a part of any judgment entered in such action.
14) Headings. The headings used in this Agreement are inserted only as a matter of
convenience and for reference and in no way define, limit or describe the scope of this Agreement
or the intent of any provision in it.
15) Further Assurances. Each Party agrees to execute such further and additional
documents, instruments and writing as may be necessary, proper, required, desirable, or convenient
for the purpose of fully effectuating the terms and provisions of this Agreement.
16) Joint Preparation of Agreement. This Agreement is to be construed as if it were
prepared jointly by all Parties, and any uncertainty or ambiguity, or both, is not to be interpreted
against either Party.
[Signature Page to Follow]
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IN WITNESS WHEREOF, the parties have entered into this Settlement Agreement and
Release as of date set forth above.
ALASKA PIPELINE COMPANY

FURIE OPERATING ALASKA, LLC

By: ______________________

By: _________________________

Name: John Sims
Title: President

Name: Scott Pinsonnault
Title: Interim Chief Operating Officer

CONSENT AND APPROVAL
ENERGY CAPITAL PARTNERS MEZZANINE OPPORTUNITIES FUND A, LP, as
DIP Agent under that certain Debtor-in-Possession Credit Agreement dated as of August 14, 2019,
hereby consents and agrees to this Settlement Agreement and Third Amendment to the GSA.
ENERGY CAPITAL PARTNERS
MEZZANINE OPPORTUNITIES FUND A,
LP, as administrative agent and collateral agent
for the DIP Secured Parties

By: ________________________________
Name:
Title: _________________________________
Date: ______________________________

[Signature Page to APC-Furie Settlement and Release]

EXHIBIT A
Third GSA Amendment

THIRD AMENDMENT TO GAS SALES AGREEMENT
This Third Amendment to Gas Sales Agreement (the “Third Amendment”) is made this 13th day
of February, 2020, by and between Alaska Pipeline Company, a wholly-owned subsidiary of SEMCO
Energy, Inc., a Michigan corporation (“Buyer”), and Furie Operating Alaska, LLC, a Delaware limited
liability company (“Seller”), and amends that Gas Sales Agreement between Furie Operating Alaska, LLC
and Alaska Pipeline Company dated February 26, 2016 (as amended on September 13, 2017 and April 25,
2019, and as may be further amended, restated, supplemented or otherwise modified from time to time,
the “GSA”).
RECITALS
A.

Buyer and Seller entered into the GSA and it was approved by the Regulatory
Commission of Alaska (“Commission”) in LO#: L1600193 on April 25, 2016. The
first amendment was approved by the Commission in LO#: L1700450 on October
31, 2017, and the second amendment was approved in LO#: L1900468 on
December 23, 2019.

B.

Due to production challenges, on January 23, 2019, Seller asserted a Force Majeure
Event under GSA Section 11, during which event it was unable to deliver Gas as
intended. The Parties have agreed to enter into a Settlement Agreement to resolve,
among other items, their dispute regarding the Force Majeure Event.

C.

On August 9, 2019, the Seller and certain of its affiliates filed petitions for relief
under chapter 11 of title 11 of the United States Code (the “Bankruptcy Code”)
thereby commencing chapter 11 cases (the “Chapter 11 Cases”) currently pending
before the United States Bankruptcy Court for the District of Delaware (the
“Bankruptcy Court”)

D.

As part of the settlement of their dispute regarding the Force Majeure Event, and
subject to Bankruptcy Court approval, Buyer and Seller wish to amend the GSA to
reflect certain terms of their agreement.
AGREEMENT

I.
Effective Date; Conditions to Effectiveness. This Third Amendment shall be deemed
effective as of the date (the “Third Amendment Effective Date”) on which the following conditions shall
have been satisfied:
1.

The Bankruptcy Court has entered an order in the Chapter 11 Cases
authorizing Seller to enter into this Third Amendment;

2.

The Bankruptcy Court has entered an order in the Chapter 11 Cases
authorizing Seller to assume the GSA;

3.

Seller has assumed the GSA pursuant to the terms set forth in the order
approving such assumption;

4.

The Bankruptcy Court has entered an order in the Chapter 11 Cases
confirming Seller’s chapter 11 plan of reorganization and that plan that
provides for Seller to continue operating its businesses after emerging from
bankruptcy (the “Plan”); and

5.

The effective date of the Plan has occurred.

On and after the Third Amendment Effective Date, all references to the GSA shall hereafter mean the
GSA as amended by this Third Amendment.
II.
Amendments to the GSA. Effective as of the Third Amendment Effect Date, the Buyer
and Seller agree to amend the GSA as follows:
1.

Amendments to Article 1 (Definitions) of the GSA:

Section 1.1 is amended to insert the following:
“ROFR Gas” is defined in Section 2.2
2.

Amendments to Article 2 (Sale and Purchase of Gas) of the GSA:

The table in Section 2.1a. is amended and restated to adjust the Annual Contract Deliveries during
Contract Years 4 and 5 during the Extended Term:
Contract Year
Beginning

Annual
Contract
Quantity (Bcf)
April 1, 2019*
1.138
April 1, 2020
3.650
Extended Term
April 1, 2021
1.551
Extended Term
April 1, 2022
1.186
*Firm deliveries began on January 1, 2020.
The table in Section 2.1 b is amended and restated to adjust the Firm Daily Contract quantities
for Contract Years 4 and 5 during the Extended Term:
Contract Year
Beginning

April 1, 2019*
April 1, 2020
Extended Term
April 1, 2021
Extended Term
April 1, 2022
*Firm deliveries began on January 1, 2020.

Firm Daily
Contract
Quantity
(MMcfd)
12.5
10
4.25
3.25
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Section 2.2 is deleted in its entirety and the following is inserted in its place:
Buyer will have the right of first refusal for any daily volumes of gas available for sale
(“ROFR Gas”) up to an additional 4.25 MMcfd (for a total of no more than 8.5 MMcfd as
a Daily Contract Quantity) during the Contract Year beginning April 1, 2021 and up to an
additional 3.25 MMcfd (for a total of no more than 6.5 MMcfd as a Daily Contract
Quantity) during the Contract Year beginning April 1, 2022. Seller will coordinate daily
with Buyer regarding all ROFR Gas availability.
3.

Amendments to Article 3 (Price; Cost Allocation) of the GSA:

The table in Section 3.1d is amended and restated as follows:
Volumes

Cost Per Mcf
Contract Year Beginning
Contract Year Beginning
April 1, 2021
April 1, 2022

Firm Gas
(the “Firm Volume Price”)

$6.71

$6.85

ROFR Gas
Discretionary Gas

$6.71
Not to Exceed $9.85

$6.85
Not to Exceed $10.05

4.

Amendments to Article 12 (Creditworthiness) of the GSA:

Section 12.1 is amended and restated as follows:
12.1

Letter of Credit

Seller shall provide Buyer with a renewable, and irrevocable standby letter of credit to be effective
as of the Start Date for annual renewable periods lasting for the later of the duration of this Agreement or
until payment of all obligations due at the time the Agreement terminates. The revolving letter of credit
shall be in an amount in accordance with the following schedule:
April 1, 2020

$3.0 million

April 1, 2021

$2.5 million

April 1, 2022

$2.0 million

The letter of credit shall be issued by a mutually agreed upon major commercial bank operating in
the United States naming Buyer as beneficiary (the “Letter of Credit”) and shall be in a form that is
mutually agreeable to both the Seller and Buyer and which permits Buyer to draw on the Letter of Credit
only in the event of Seller’s default under the terms of this Agreement and only after all cover provisions
in Section 2.9 and elsewhere in this Agreement have been complied with, all required notices have been
given and all cure periods hereunder have expired. The Letter of Credit may be drawn upon to compensate
Buyer for Seller’s failure to pay any amount due under this Agreement by the applicable deadline. If
Seller fails to provide evidence of such Letter of Credit by April 1 of each Contract Year, Buyer shall send
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a Formal Notice of such default and provide a cure period of thirty (30) days for Seller or Seller’s Lender
to cure the default. If Seller or Seller’s Lender fails to cure the default within the thirty (30) day cure
period, Buyer shall have the right to terminate this Agreement pursuant to Sections 13.4 and Section 13.5.
III.

Regulatory Approvals .

a.
Buyer will seek Regulatory Approval of this Third Amendment, with Seller’s
cooperation as contemplated in Section 10.1(b) of the GSA.
b.
In the event Regulatory Approval is not obtained, the Parties agree that this failure
shall constitute a Termination Event to which no cure period shall apply and no further actions are
required to terminate the Agreement. Furthermore, the Parties waive any right to arbitration
regarding the termination of the Agreement as a result of the failure to obtain Regulatory Approval
of this Third Amendment, as would otherwise be contemplated under Section 15 of the GSA.
IV.
Agreement Remains in Force. Except (i) as specifically modified by this Third
Amendment or (ii) as modified under the Bankruptcy Code during the pendency of these Chapter 11 Cases
prior to assumption of the GSA, the terms of the GSA shall remain in full force and effect and shall apply
to this Third Amendment as if the provisions of this Third Amendment were part of the GSA. To the
extent there is a conflict between this Third Amendment and the GSA, the terms of this Third Amendment
shall apply. For the avoidance of doubt, neither Seller’s entry into this Third Amendment, nor the
Bankruptcy Court’s entry of an order authorizing Seller’s entry into this Third Amendment shall be
construed as Seller’s assumption of the GSA.
V.
Counterparts; Termination.. This Third Amendment may be executed by the Parties in
any number of counterparts and on separate counterparts, including electronic transmittals, each of which
when so executed will be deemed an original, but all such counterparts, when taken together, will
constitute but one and the same Third Amendment. In the event one Party executes the Third
Amendment, and the other Party does not execute the Third Amendment within ten (10) Days of the first
Party’s execution, the execution of the Third Amendment by the first Party will be deemed null and void.
In the event that, after consultation with Buyer, Seller agrees that one or more of the conditions to the
Third Amendment Effective Date set forth in Section I of this Amendment is incapable of being satisfied,
this Third Amendment will be deemed null and void and have no further force and effect.
[Signature Pages to Follow]
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IN WITNESS WHEREOF, the parties have executed this Third Amendment on the first day above
written.
ALASKA PIPELINE COMPANY, AN
ALASKA CORPORATION

FURIE OPERATING ALASKA, LLC, A
DELAWARE LIMITED LIABILITY
COMPANY

By: ________________________________

By: ________________________________

Its: ________________________________
President

Its: _________________________________
Interim Chief Operating Officer

02/13/2020
Date: ______________________________

Date: ______________________________
02/13/2020

