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Introduced: 3/29/82
Referred: Special Gas Pipeline
Committee and Finance

BY THE RULES COMMITTEE BY 
REQUEST OF THE GOVERNORIN THE HOUSE

HOUSE BILL NO. 888

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to the sale of royalty oil by the

State of Alaska to the Tesoro Alaska Petroleum Company;

and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The "Agreement for the Sale and Purchase of Royalty Oil
.

between the State of Alaska and Tesoro Alaska Petroleum Company" (dated 

February 26, 1982) is hereby approved and ratified.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

HB 888
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J t i o u s e  o f  K e p r e s e n t a t w e s

Offi ce of T h e  Majority Leader Pouch V  
State Capitol

Official Business

April 7, 1982 

MEMORANDUM 

TO: Al Adams
Finance Committee Chairman

Rick Halford
House Special Gas Pipeline Committee Chairman

FROM:

SUBJECT: 0 Fiscal Note for HB 888

The House Special Gas Pipeline Canmittee has moved HB 888 "An Act 
relating to the sale of royalty oil by the state of Alaska to the Tesoro 
Alaska Petroleum Company: and providing for an effective date." - with a 
0 Fiscal Note. . .

However, the Carmissioner of Natural Resources has assured this 
Committee that he will forward to your Canmittee, an extensive, detailed 
fiscal analysis to accompany the 0 Fiscal Note, for your review and 
consideration.

■



100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL .
400 COMMODITIES 
500 EQUIPMENT 
600 LAND &  STRUCTURES 
700 GRANTS,CLAIMS,ETC 

R e v e n u e s  L o s t
TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

IV. DATE A p r i l  7, 198.2________ PREPARED BY J e f f  H a i l e s .  npfffTty C o m m i e s i o n e r
AGENCY_______ I M S ____________________________________

Original: Legislative Finance PHONE_________ /\ ‘5 * - 7 A 0 l)________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)
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A n  a s s e s s m e n t  o f  t h e  f i s c a l  i m p a c t s  o f  c o n s u m m a t i o n  o f  t h e  
r o y a l t y  o i l  c o n t r a c t  w i t h  T e s o r o  A l a s k a  P e t r o l e u m  is n e c e s s a r i l y  
s p e c u l a t i v e  f o r  t h e  f o l l o w i n g  r e a s o n s :

:  * .  • '

1. T h e  p o t e n t i a l  l o s s e s  to t h e  S t a t e  m  r o y a l t y  a n d  s e v e r a n c e  
t a x  p a y m e n t s  b e c a u s e  of e x i s t i n g  c h a r a c t e r i s t i c s  o f  t h e  W e s t  
C o a s t  a n d  G u l f  C o a s t  c r u d e  o i l  m a r k e t s  m a y . a p p r o a c h  $4 m i l l i o n  
a n n u a l l y  f o r  t h e  r e a s o n s  s t a t e d  i n  t h e  C o m m i s s i o n e r ' s  F i n d i n g s .  
H o w e v e r ,.such. l o s s e s  a r e  c o n t i n g e n t  o n  t h e  p e r s i s t e n c e  of 
t h o s e  c h a r a c t e r i s t i c s  a n d  t h e  d e g r e e  t o  w h i c h  t h e y  r e m a i n .
in e f f e c t ,  w h i c h  r e q u i r e s  p r e d i c t i n g  t h e  b e h a v i o r  o f  t h e  
d o m e s t i c  a n d .f o r e i g n  c r u d e  o i l  a n d  p r o d u c t s  m a r k e t s  o v e r  t h e  
n e x t  1 2  y e a r s .  M o r e o v e r ,  t h e r e  a r e  c o n c e i v a b l e  c o n d i t i o n s  
i n  w h i c h  t h e  r e v e r s e  w o u l d  b e  true,, a n d  t h e  S t a t e  w o u l d  
a c t u a l l y  g a i n  i n  r o y a l t y  a n d  s e v e r a n c e  t a x  p a y m e n t s  t h r o u g h  
a n  i n - k i n d  t a k i n g  a n d  s a l e  to T e s o r o .  .

2. A n y  l o s s e s  i n c u r r e d  b y  t h e  S t a t e  i n  r o y a l t y  a n d  s e v e r a n c e  
t a x  p a y m e n t s  f r o m  a s a l e  to T e s o r o  m u s t  b e  w e i g h e d .a g a i n s t

. . t h e  q u a n t i f i a b l e  a n d  i n t a n g i b l e  b e n e f i t s  p r o v i d e d  b y  t h e
e x i s t i n g  T e s o r o  r e f i n e r y  as w e l l  as p o s s i b l e  e x p a n s i o n s  t he re o f .  
C u r r e n t  r e v e n u e s  p r o v i d e d  to t h e  S t a t e  a n d  its p o l i t i c a l  
s u b d i v i s i o n s  b y  t h e  T e s o r o  o p e r a t i o n  t h r o u g h  t a x e s  a m o u n t  
to o v e r  $8 m i l l i o n  a n n u a l l y .  D i r e c t  e c o n o m i c  b e n e f i t s  t o t a l  
$25 m i l l i o n  p e r " y e a r .  T h e r e  a r e  a l s o  s e c o n d a r y  a n d  i n t a n g i b l e  
b e n e f i t s ,  i n c l u d i n g  s e c u r i t y  o f  s u p p l y  a n d  c o m p e t i t i o n ,  w h i c h  
c a n n o t  b e  a c c u r a t e l y  c a l c u l a t e d .  A g a i n s t  t h e s e  b e n e f i t s  m u s t  
b e  c o n s i d e r e d  t h e  e x t e n t  to w h i c h  a S t a t e  r o y a l t y  c o n t r a c t  
w i l l  b e  l i k e l y  to c o n t r i b u t e  t o  t h e i r  c o n t i n u a t i o n  o v e r  the 
n e x t  12 y e a r s .

A g a i n ,  t h e  a c t u a l  e f f e c t  o n  S t a t e  r e v e n u e s  a n d  i n t e r e s t s  is 
h i g h l y  s p e c u l a t i v e  a n d  c a n n o t  b e  p r e d i c t e d  w i t h  m u c h  a c c u r a c y .  
N e v e r t h e l e s s ,  g i v e n  t h e  c o m p a r a b l e  m a g n i t u d e  o f  tfc"* p o t e n t i a l  
p o s i t i v e  a n d  n e g a t i v e  e f f e c t s ,  a z e r o  f i s c a l  n o t e  ;.s r e a s o n a b l e .




