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Mr. Speaker:

The Committee on F I N A N C E has had ^ 6

A n  A c t  m a k i n g  s p e c i a l  a n d  s u p p l e m e n t a l  a p p r o p r i a t i o n s  f o r  dual a n d  g a s  

m a t t e r s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

under consideration and reports it back as f o l l o w s :

[><] 

[ ]

[ ]

do pass [ ] do not pass

do pass with attached amendments(s)

replace with CS fo r  _________________________

and recommends

[ ] same t i t l e
[ j new t i t l e

[ 1 

[ 1

AND attaches a "Le t te r  of In ten t" [ ] New Fiscal Note
[ ] Zero Fiscal Note Attached

reports i t  back without recommendation

[ ] referred to the Commi ttee
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Funding Information 
General Fund $43,425,200
Other Funds

IN THE HOUSE

-0-
$43,425,200

BY THE RULES COMMITTEE BY 
REQUEST OF THE GOVERNOR

V.,v-

1

2 H O U S E  B I L L  NO. 166

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  m a k i n g  s p e c i a l  a n d  s u p p l e m e n t a l  a p p r o -

7 p r i a t i o n s  f o r  o i l  a n d  gas m a t t e r s ;  a n d  p r o v i d i n g  f o r

8 a n  e f f e c t i v e  d a t e . "

9 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

10 * S e c t i o n  1. T h e  s u m  o f  $ 3 8 , 0 0 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  t h e  g e n e r a l

11 f u n d  to the  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  to p a y  t h e  s e t t l e m e n t  a m o u n t

12 a r r i v e d  at b e t w e e n  the  D e p a r t m e n t  of L a w  a n d  t h e  U n i o n  O i l  C o m p a n y  of

13 C a l i f o r n i a  an d M a r a t h o n  O i i  C o m p a n y  i n  t he d i s c o v e r y  r o y a l t y  d i s p u t e .

14 * Sec. 2. T h e  s u m  of $ 3 , 9 8 5 , 0 0 0  is a p p r o p r i a t e d  f r o m  the  g e n e r a l  f u n d

15 to t h e  D e p a r t m e n t  of L a w  to f u n d  p r o c e e d i n g s  b e f o r e  t he  F e d e r a l  E n e r g y

16 R e g u l a t o r y  C o m m i s s i o n  e s t a b l i s h i n g  t a r i f f s  on  t r a n s p o r t i n g  oi l t h r o u g h  t h e

17 T r a n s - A l a s k a  P i p e l i n e  S y s t e m  f o r  F Y  83 a n d  s u c c e e d i n g  f i s c a l  y e a r s .

18 * S e c’. 3. T h e  s u m  of $ 1 , 4 4 0 , 2 0 0  is a p p r o p r i a t e d  f r o m  the g e n e r a l  f u n d

19 to th e D e p a r t m e n t  of L a w  to f u n d  l e g a l  p r o c e e d i n g s  c o n c e r n i n g  N o r t h  S l o p e

20 o i l  p r i c i n g ,  i n c l u d i n g  l i t i g a t i o n  a g a i n s t  th e A l a s k a  O i l  C o m p a n y  a n d  S t a t e

21 v. A m e r a d a  H e s s  fo r F Y  83 a n d  s u c c e e d i n g  f i s c a l  years.

22 * Sec. 4. Th i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  01.-

23 10.070(c).
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T H E  F O L L O W I N G  I N D I V I D U A L S  A R E  E X P E C T E D  T O  T E S T I F Y  O N  H B  1 6 6 :

B o b  M a y n a r d ,  A s s i s t a n t  A t t o r n e y  G e n e r a l   c h i e f  i n - s t a t e

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

A V A I L A B L E  F O R  Q U E S T I O N S  O N  S E C T I O N  1 O F  T H E  B I L L :
_

L a r r y  V a v r a ,  r e p r e s e n t i n g  U n i o n  O i l  C o m p a n y  o f  C a l i f o r n i a

D a n  H i n k l e ,  r e p r e s e n t i n g  M a r a t h o n  O i l  C o m p a n y



Under the authority of art. Ill, sec. 18, of t h e  Ala s k a  
Constitution, I am transmitting a bill m a k i n g  special and 
supplemental appropriations for oil and gas matters.

Sincerely,

Governor



T O D A Y ,  W E  W I L L  T A K E  U P  H B  1 6 6 ,  A N  A C T  M A K I N G  S P E C I A L  A N D  

S U P P L E M E N T A L  A P P R O P R I A T I O N S  F O R  O I L  A N D  G A S  M A T T E R S .

O P E N I N G  R E M A R K S  F O R  H B  1 6 6

S P E C I F I C A L L Y ,  S E C T I O N  1 W O U L D  A P P R O P R I A T E  $ 3 8  M I L L I O N  T O  T H E  

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S  T O  P A Y  F O R  T H E  S E T T L E M E N T  

B E T W E E N  T H E  S T A T E  A N D  U N I O N  A N D  M A R A T I O N  O I L  C O M P A N I E S  I N  T H E  

D I S C O V E R Y  R O Y A L T Y  D I S P U T E .

S E C T I O N S  2 A N D  3 W O U L D  A P P R O P R I A T E  A P P R O X I M A T E L Y  $ 5 . 3  M I L L I O N  

T O  T H E  D E P A R T M E N T  O F  L A W  T O  P A Y  T H E  C O S T S  O F  P R O C E E D I N G S  B E F O R E  

T H E  F E D E R A L  E N E R G Y  R E G U L A T O R Y  C O M M I S S I O N  R E G A R D I N G  T A P S  

T A R I F F S ,  A N D  T O  P A Y  T H E  C O S T  O F  L I T I G A T I O N  I N V O L V I N G  N O R T H  

S L O P E  O I L  P R I C I N G .



M E M O R A N D U M State of Alaska

t o: L o u i s i a n a  C u t l e r
P r o f e s s i o n a l  A s s i s t a n t  
H o u s e  F i n a n c e  C o m mittee

f r o m: N O R M A N  C. G O R S U C H  
A T T O R N E Y  G E N E R A L

By: R o b e r t  M. M a y n a r d
A s s i s t a n t  A t t o r n e y  General

DATE: F e b r u a r y  8, 1983

FILE NO:

TELEPHONE NO: 4 6 5 -3600

subject: p y  83 s u p p l e m e n t a l  
a p p r o p r i a t i o n s  for 
o i l  and gas m a t t e r s  
H B  166

U n i o n  M a r a t h o n  D i s c o v e r y  R o y alty - $38,000,000

This amo u n t  is to p a y  a j u d g m e n t  in f a v o r  of U n i o n  and 
M a r a t h o n  oil c o m panies to refund overpayments o f  r o y a l t y  for oil 
p r o d u c e d  f r o m  C o o k  Inlet since the m i d  1960's. A f t e r  l e n g t h l y  
l i t igation and a d m i n i s t r a t i v e  hearings, it w a s  d e t e r m i n e d  that 
these companies s h o u l d  only h a v e  p a i d  a r o y a l t y  of 5%, rather 
than the 12.5% that they did pay. The amou n t  d u e  is $36,904,000, 
w i t h  i n t e r e s t  of 10.5% p e r  year from the date o f  j u d g m e n t  (about 
$10,000 per day). T h e  supplemental r e q uest f o r  $38 , 0 0 0 , 0 0  w i l l  
pay the interest that w i l l  accrue up to F e b r u a r y  17, 1983.

N o r t h  S l ope P r i c ing L i t i g a t i o n  - A l a s k a  Oil Company, S t ate v. 
A m e r a d a  Hess - $1,440,200

T h e  St a t e  is rn ongoing l i t i g a t i o n  w i t h  A l a s k a  Oil C o m­
pany  to r e c o v e r  up to $62,000,000 for u n d e r p a y m e n t  for d e l iveries 
of state r o y a l t y  o i l  to that company. The s t a t e  a t t e m p t e d  to 
shortcut the r e c o v e r y  process b y  p u t t i n g  A l a s k a  Oil into i n v o l u n­
tary bankruptcy, b u t  that attempt has failed. N o w  the state m u s t  
take the n o r m a l  r o u t e  of getting a j u d g m e n t  i n  state s u p e r i o r  
court p r i o r  to r e t u r n i n g  to b a n k r u p t c y  court to use that court's 
j u r i s d i c t i o n  to trace the m o n e y  to A l a s k a  O i l ' s  aff i l i a t e s  and 
parent. In addition, the A l a s k a  Oil case r a i s e s  m a n y  issues s i m­
ilar to those b e i n g  litigated in the N o r t h  S l o p e  r o y a l t y  case, 
State v. A m e r a d a  H e s s . That litigation cha l l e n g e s  the amounts 
p a i d  and the m e t h o d s  u s e d  b y  the oil companies i n  m a k i n g  p a y m e n t  
to the state for r o y a l t y  oil. The amounts at stake in A m e r a d a  
Hess are w o r t h  a p p r o x i m a t e l y  $200,000,000 for p a s t  royalties, a n d  
about $ 5 0 , 0 0 0 , 0 0 0  p e r  y e a r  p r o s p e c t i v e l y . A l a s k a  O i l  is 
p r e s e n t l y  a t t e m p t i n g  to intervene in A m e r a d a  H e s s . V i g o r o u s l y  
p u r s u i n g  these cases at this time is the o n l y  p r a c t i c a l  w a y  to 
p r o t e c t  the state's interest in the r e c o v e r a b l e  assets r e m a i n i n g  
in A l a s k a  Oil a n d  to overcome the A l a s k a  Oil C o m p a n y ' s  d e l a y i n g  
tactics" that w e  h a v e  experienced in the past. This s u p p l e m e n t a l  
is n e e d e d  n o t  only to pay past u n p a i d  l i t i g a t i o n  bills, b u t  also 
to c o n t i n u e  to p u r s u e  these matters.

02-001A  (Rov. 10/79)



F e b r u a r y  8, 1983 
P a g e  2

TAPS T a r i f f  P r oceedings - $3,985,000

T h e  supplemental request for the T A P S  tariff/~ ; 
p r o c e e d i n g s  b e f o r e  the Federal E n e r g y  R e g u l a t o r y  C o m m i s s i o n  
represents f u n ding that is nec e s s a r y  to c o n tinue this case b e y o n d  
F e b r u a r y  of 1983. The fund i n g  of this case for F Y  83 (SLA 1982, 
ch. 101, § 42) w a s  i n t e n t i o n a l l y  u n d e r f u n d e d  w i t h  t h e  c o n c u r r e n c e  
of the l e g i s l a t u r e  w h i l e  the 1982 legislature c o n s i d e r e d  a p o s s i­
b l e  settlement of the case. The p r o p o s e d  s e t t l e m e n t  terms w e r e  
s u b s e q u e n t l y  r e j e c t e d  b y  the legislature, and this case has 
co n t i n u e d  uninterr u p t e d .  Further c o m p l i c a t i n g  t h e  l i t i g a t i o n  
schedule is a r e c e n t  decis i o n  b y  the FERC c o m m i s s i o n e r s  to r e m a n d  
Ph a s e  I of the p r oceedings to an a d m i n i s t r a t i v e  l a w  judge. T h e  
state e a r l i e r  r e c e i v e d  a favorable rul i n g  on P h a s e  I from the 
a d m i n i s t r a t i v e  law judge h e a r i n g  the case. However, this earl i e r  
rul i n g  has n o w  b e e n  r e j e c t e d  by the FERC. B e c a u s e  P h a s e  I w i l l  
n o w  b e  reheard, the department's additional costs in this matter, 
first p r o j e c t e d  at $2,982,000 for the b a l a n c e  of F Y  83, m u s t  be 
inc r e a s e d  to $3,985,000.

T h e  TAPS tariff p r o ceeding is the larg e s t  single 
r a t e m a k i n g  case in the h i s t o r y  of the U n i t e d  States. A t  stake is 
the p o t e n t i a l  for u p  $200,000., 000 per year in i n c r e a s e d  oil r e v e­
nues over tfoe life of the Prudhoe Bay oil field. B e n e f i t s  w i l l  
also accrue to the state w h e n  n e w  oil fields in the N o r t h  Slope 
and B e a u f o r t  Sea areas are brought into p r o d u c t i o n  if favorable 
r a t e m a k i n g  rules are established.

L o u i s i a n a  C u t l e r  
H o u s e  F i n a n c e  Co m m i t t e e
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F u n d i n g  I n f o r m a t i o n  
G e n e r a l  F u n d  $ 4 3 , 4 2 5 , 2 0 0
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O t h e r  F u n d s

I N  T H E  H O U S E

-0-
$ 4 3 , 4 2 5 , 2 0 0

B Y  T H E  R U L E S  C O M M I T T E E  B Y  
R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  B I L L  NO. 166

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  m a k i n g  s p e c i a l  a n d  s u p p l e m e n t a l  a p p r o­

p r i a t i o n s  fo r oil  a n d  gas m a t t e r s ;  a n d  p r o v i d i n g  f o r  

a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1. T h e  s u m  of  $ 3 8 , 0 0 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  

f u n d  to t he  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  to p a y  t h e  s e t t l e m e n t  a m o u n t  

a r r i v e d  at b e t w e e n  the  D e p a r t m e n t  of L a w  a n d  th e U n i o n  O i l  C o m p a n y  of 

C a l i f o r n i a  a n d  M a r a t h o n  O i l  C o m p a n y  i n  the d i s c o v e r y  r o y a l t y  d i s p u t e .

*  Sec. 2. T h e  s u m  of $ 3 , 9 8 5 , 0 0 0  is a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  f u n d

to t h e  D e p a r t m e n t  o f  L a w  to f u n d  p r o c e e d i n g s  b e f o r e  the  F e d e r a l  E n e r g y

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

T r a n s - A l a s k a  P i p e l i n e  S y s t e m  f o r  F Y  83 a n d  s u c c e e d i n g  f i s c a l  y ea r s .

* Sec. 3. T h e  s u m  of $ 1 , 4 4 0 , 2 0 0  is a p p r o p r i a t e d  f r o m  the  g e n e r a l  f u n d

to t h e  D e p a r t m e n t  of  L a w  to f u n d  l e g a l  p r o c e e d i n g s  c o n c e r n i n g  N o r t h  S l o p e

o i l  p r i c i n g ,  i n c l u d i n g  l i t i g a t i o n  a g a i n s t  the A l a s k a  Oil  C o m p a n y  a n d  S t a t e  

v. A m e r a d a  H e s s  f or  F Y  83 a n d  s u c c e e d i n g  f i s c a l  ye a r s .

*  Sec. 4. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.- 

1 0 . 0 7 0 ( c ) .
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O f f e r e d  i n  t h e  S E N A T E :  B y : _ , b e m ? ? E .

T o :   S E N A T E  B I L L  N o .  __________________

H O U S E  B I L L  N o .  s c s h b  ir6  m i s i  

P a g e :  - i - __________________  L i n e :  25=21_______

P l e a s e  d e l e t e  L i n e s  2 5  t h r o u g h  2 7  ( S e c t i o n  5) o f  S C S H B  1 6 6  (Rls) a n d

r e - n u m b e r  r e m a i n i n g  l i n e s  a n d  s e c t i o n s  a s  a p p r o p r i a t e .




