


i •• S e n  . S u m n e r  

s ' . 3 r o ' . j
Re: q u e s t i o n s  y o u  r a i s e d  o n  H3 9-33 .in Sen. R e s o u r c e s  m e e t i n g  6/9

B e f o r e  a n y  o i l  t h a t  is t r a n s p o r t e d  t h r o u g h  t h e  T A P S  c o u l d  

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

f e d e r a l  s t a t u t e s  w o u l d  h a v e  to be s a t i s f i e d .  One o f  t h e s e  s t a t u t e s ,  

E x p o r t  A d m i n i s t r a t i o n  A m e n d m e n t s  o f  1 9 7 7 ,  w o u l d  r e q u i r e  t h e  

P r e s i d e n t  t o  m a k e  f i v e  s p e c i f i c  f i n d i n g s  a n d  s u b m i t  t h e m  to 

C o n g r e s s ,  w h i c h  h a s  o n e - h o u s e  v e t o  a u t h o r i t y .  T h e  P r e s i d e n t  w o u l d  

s p e c i f i c a l l y  h a v e  t o  f i n d  t h a t  s u c h  e x p o r t s  of A l a s k a  o i l  " w i l l  n o t  

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

t h e  U n i t e d  S t a t e s ;  w i l l  h a v e  a p o s i t i v e  e f f e c t  o n  c o n s u m e r  oil 

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

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

t e r m i n a t e d  if t h e  p e t r o l e u m  s u p p l i e s  of t h e  U n i t e d  S t a t e s  a r e  

i n t e r r u p t e d  o r  s e r i o u s l y  t h r e a t e n e d ;  a r e  in the n a t i o n a l  i n t e r e s t ;  

a n d  a r e  in a c c o r d a n c e  w i t h  the p r o v i s i o n s  o f  t h e  a c t . "

T h e  E x p o r t s  A d m i n i s t r a t i o n  A m e n d m e n t s  a r e  n o t  t h e  o n l y  r e s t r i c t i o n s  

o n  e x p o r t  o f A l a s k a  c r u d e ,  b u t  t h e y  s e e m  to be the m o s t r e s t r i c t i v e .

M o w , as  this r e l a t e s  t o  the s t a t e  s t a t u t e  t h a t  w o u l d  be  a m e n d e d

by M B  963, it h a s  b e e n  p o i n t e d  o u t  b y  t h e  a d m i n i s t r a t i o n  th a t

a r r a n g i n g  a J a p a n e s e  s w a p  w o u l d  be f a c i l i t a t e d  if t h e  a d m i n i s t r a t i o n
C,pn a s h o r t - t e r m  basis.-* 

h a d  the a u t h o r i t y  to do  t h i s  jwithout l e g i s l a t i v e  a p p r o v a l .

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

to H u g h  M a l o n e ,  w h i c h  is a t t a c h e d .  A f t e r  t h i s  m a t t e r  w a s  b r o u g h t

t o  M a l o n e ’s a t t e n t i o n ,  he p r o p o s e d  t h e  a d d i t i o n  of Sec. \ (a)

to h i s  o r i g i n a ! b i l l ,  a n d  it w a s  a d o p t e d  b y  the H o u s e  R e s o u r c e s

C< ).'!im i t tee .
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( M a l o n e  w a n t e d  m o r e  r e s t r i c t i v e  l a n g u a g e  t h a n  I p r o p o s e d  in m e m o . )

A n o t h e r  r e a s o n  p o i n t e d  o u t  b y  A r l o n  T o s s i n g  is t h a t  e x p o r t / e x c h a n g e  

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

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

the h o s t i l i t y  t o w a r d  t h e  p r o d u c e r s  in C o n g r e s s .  T u s s i n g  h a s  s u g g e s t e d  

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

a  J a p a n e s e  r e f i n e r  a n d  r e q u e s t  t h a t  C a r t e r  m a k e  h i s  r e q u i r e  

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

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

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

r e s t r i c t i o n s  o n  e x p o r t s ,  i f  y o u ' d  l i k e  t o  s e e  it.
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M a y  2.3, 1 9 7 3

T O :  H u g h  M a l o n e ,  S p e a k e r  o f  t h e  H o u s e

F R O M : K a y  B r o w n

R E :  L e g i s l a t i v e  a p p r o v a l  f o r  s h o r t - t e r m  r o y a l t y  o i l  s a l e s

P r o p o s e d  l a n g u a g e  f o r  a d d i t i o n  t o  H B  963:

*  S e c t i o n  1. A S  3 8 . 0 5 . 0 5 5  is a m e n d e d  to r e a d :

(a) I n  a d d i t i o n  to t h e  a p p r o v a l  b y  the b o a r d  r e q u i r e d  u n d e r  

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

o i l  o r  g a s  o r  o f  the r i g h t s  o r  w a i v e r  o f  t h e  r i g h t s  t o  r e c e i v e  

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

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  u n d e r  A S  3 8 . 0 5 . 1 8 3  w i t h o u t  t h e  

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

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

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

n o  m o r e  t h a n  o n e  y e a r  [ W H I C H  M A Y  B E  E N T E R E D  I N T O  T O  R E L I E V E  

A  S H O R T A G E  O F  S T O R A G E  C A P A C I T Y ] . A n y  s h o r t - t e r m  s a l e . e x c h a n g e  

o r  o t h e r  d i s p o s i t i o n  a n t e r e d  L n to  p u r s u a nt to t h e  a u t h o r i t y  o f  

t h i s  s u h s a c t io n  s h a l l  n o t  b e  rcnev/u d w i t h o ut t h e p r i o r - a p p r o v a l 

o! t h e  I i s I at u rc b y  a c o n c u r r e n t  r e s o l u t i o n  c o n c u r r e d  i n  b y  a  

m a j o r i t y  o I the m e m b e rs o f  e a c h , h o u s e .

i b u r  s e c t i o n s  a n d  l e a v e  (b) c a d  (c) a s  t b e y  a r e  i n  115 9 6 3 .
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It has been pointed out by administration spokesmen working on 

the West Coast surplus problem, that current state law requiring legisla­

tive approval for royalty oil sales could make it difficult for state 

royalty oil to be used as the oil proposed for exchange.

Timing is the major problem. For example, if a swap package (which 

included export of Alaska royalty oil to Japan) were to be approved 

by President Carter and the Congress over the interim, the state 

administration would not be able to move forward with the deal until 

legislative approval was granted. Six months' notice will be required 

to switch from in-value to in-kind taking, and Fred lioness says the 

administration would not give tnis notice to the producers without 

first getting legislative approval. F.ven if legislative approval 

came as early as next January, the oil could not actually be exported 

until next summer. Further, if the Alpetco contract is approved, the 

Prudhoa Bay royalty oil will be available for exchange for only 25 

months, which also increases the urgency for expeditious action.

(lioness disagrees that Alpetco is a significant problem. If a deal 

ware arranged, he says, it would probably be in Alpetco's interest 

and they would probably agree to continue the sale should it extend

into their contract.)

Another problem is credibility. Boness believes it will be 

difficult for the administration to negotiate a final with the Japanese
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refiners and participate in working out the total swap package if it 

must be presented to the legislature for approval. Further, he thinks 

it is unlikely that the Carter Administration would consider favorably 

the export of state royalty oil given these legislative roadblocks.

I discussed this problem briefly with Arlon Tossing this morning 

and ha agreed with Boness that some waiver of legislative approval 

would make a conditional sale or swap much easier to accomplish. 1 

will discuss this with Tussing in more detail at the meeting in Seattle 

on Wednesday. It is riot clear to me whether failure to change the 

statute would be a significant obstac1e.

I have also spoken briefly to Radar, Chattcrton, Miles and Gardner 

about this proposed change. They all agreed that such a change might 

he needed to accommodate this particular problem, but Miles expressed

some reservations.

Practically, it seems apparent it is going to be quite difficult 

to get something through the legislature this session. However, since 

almost $300 thousand has been appropriated to work on this problem, 

it would be a shame to see a swap aborted because the legislature 

failed to amend this statute.
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Date:  y // 2 /

Mr. P r e s i d e n t :

T h e  C o m m i t t e e  o n  TR, S O U R C E S ___________________________ha s  h a d  c;-. h '\  C y  .) a m

s l a e s  o f  r o y a l t y  o i l  a n d  g a s

u n d e r  c o n s i d e r a t i o n  a n d  (a m a j o r i t y  o f  the c o m m i t t e e )  (the c o m m i t t e e  

r e p o r t s  it b a c k  as f o l l o w s )

( ) r e c o m m e n d s  it do p a s s  ( ) r e c o m m e n d s  it do n o t  p a s s  |

( ) r e c o m m e n d s  it do p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

( ( ) r e c o m m e n d s  it b e  r e p l a c e d  w i t h  j C S  for  ' •' 1_______l U _ _  '

a n d  _______________________________________( ) n e w  t i t l e  ( ) s a m e  t i t l e

( ) A N D  a t t a c h e s  a L e t t e r  o f  I n t e n t  ( ) N e w  F i s c a l  N o t e

( ) r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

( ) a n d  r e c o m m e n d s  it b e  r e f e r r e d  to the ____________________ C o m m i t t e e

M E M B E R S  S I G N I N G  D O  PASS: O T H E R  R E C O M M E N D A T I O N S :

   ________________________________________________

yS:' s / /  - V  vw. J ______________________________________________

 ^     ------------------------------------------------------------------------------------------------------------

. /  )  / / J r : /  )_________ ________________________________________________________
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