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LETTER OF INTENT
FOR CSHE "71
January 19, 1984

The House Resources Committee has considered CSHBAMf providing for
approval of the Agreement i-tween the State of Alaska and Tesoro Alaska
Petroleum Company foj the sale of a portion oi Alaska's royalty oil. This
Agreement must be approved by the legislature under the provisions of AS
38.06.055(a) which provides that "the commissioner of natural resources may
not enter into a sale, exchange, or other disposition of oil or gas or of the
rights or waiver of the rights to receive future production of royaT .y oil or
gas under AS 38.05.183 without the prior approval of the legislature.”

Section 19.1 of the Agreement pro.ides that the Agreement may be
"supplemented, amended or modified at any time, but only by written
instrument duly executed by the parties to this Agreement.” In making any
such changes to the Agreement pursuant to this section, the Commissioner
would be acting on behalf of the State of Alaska as one of the parties to the
Agreement.

The Committee recognizes that a supplement, amendment, or modification
of the Agreement could be a further "sale, exchange, or other disposition"
within the meaning of AS 38.06.055(a). The Committee is also cognizant that
pursuant to Section 20.1 of the Agreement, the Commissioner has the right to
"grant"” (consent to) an assignment of the Agreement.

It is the intent of the Committee that it be understood that approval of
CSHB 271 does not constitute prior approval of any supplement, amendment or
modification or any assignment that would be a further "sale, disposition,
exchange, or other disposition™ within the meaning of AS 38.06.055(a) and
that it "is expected that any such action by the Commissioner must first be
preceded by compliance with the procedures for obtaining the prior approval
of the legislature.

Representative Dick Shultzs)

Cio-Chairman, .Resource Comn '*' Co-Chairman, Resource Committee
/Reprefeertadi\fe Rick Uehling Representative John Cowdery

I yiice-Ghairmpfi, Resource Cammittee K “< “
Representative Charlie Bussell N/Representative John Liska
Member, Resource Committee source'Sommittee
Representative Anthony Vaska ftepresentativp”Peter Goll

Member, Resource Committee

fe— LeAHTIt B r Bs rerx A .
Representative Ronald Larson

Member, Resource Committee
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To:

From:

Date:

Re:

n N\ z JOHN RINGSTAD. CO-CHAIRMAN
JMasdfet jitate “egislature ARG ShLry RN
POUCH V
HOUSE OF REPRESENTATIVES juneau,Alaska assti

COMMITTEE ON RESOURCES (907) 465-3715

M EMORANUDUMWM
All Members, House Resources Committee,
Senate Resources Committee and
Joint Committee on Oil and Gas
House Resources Committee Staff

January 16, 1984

Royalty oil contract changes

Major contract differences between those contracts submitted to the
1983 Legislative session and those which will be presented to the
1984 session are as follows:

Section 2.13 has been deleted. In the old contracts, section

2.13 read:
2.13. Future Dispositions of Royalty Oil. Seller
recognizes that AS 38.05.183, which governs
disposition of royalty oil by the State of Alaska,
establishes a statutory preference for dispositions
proposing (1) in-state processing of royalty oil and
(2) in-state supply of products generated from pro-
cessing of royalty oil, in that order. Seller repre-
sents that, in conjunction with future dispositions
of royalty oil, Purchaser will be afforded the con-
sideration contemplated by AS 38.05.183.

The Purchasersl needs originally addressed in Section 2.13
have been met by other contract terms, and this provision
will no longer be a standard contract term.

A second change to the contracts is that they and future
contracts will no longer require legislative approval for any
amendments.

Changes to specific contracts are as follows:

a. Tesoro Alaska Petroleum Company, Prudhoc Bay

The previous Tesoro/Prudhoe contract outlined a

AGO 786774



provision in the price term that would allow the
premium paid by Tesoro to be applied against the
Amerada Hess settlement if the State prevails in
that dispute. The new contract does not contain
this provision. Translated into dollars to the State,
this negotiated provision means an additional $24.9
million in revenue.

An additional five cents has been added

to the premium of the new contract. Translated over
the life of the contract at the estimated number of
barrels to be taken, this means an additional $3.6
million in revenue to the State.

The new contract contains a six year price reopener
term with reopeners at two year intervals thereafter.

Chevron, USA
The Chevron contract now differs from the previous

contract in that it now contains provisions for a price
reopener every two years.
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REQUEST

8'I11/.4csolution No.: SB 269

Title: sale of royalty oxi
to Cnevron, U.S.A., Inc.

Sponsor: "Rules Committee
Requestor: Governor

Date of Request: 4-19-83

iKSYisiDn Gate:

FISCAL DETAIL
Aoency Affected: NaturalResourcss
Program Category Affected:
Management of Energy Resourrpqg"
BRU, Program orSubprogram!s) Affected:
Oil and Gas Management

EXPENDITURES/REVENUES:  (Thousands of Dollars)

FTB4 EY*""85

OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
AOO SUPPLIES
SO0 ECUIPHENT
600 LANO 4 STRUCTURES
700 CRANTS, CLAIMS
80C MISCELLANEOUS

TOTAL OPERATING -0- -0-

O/\(F)H‘
) %_\ [EN o IR [EN S NN

1 REVENUE

FUNDING:  (Thousands of Doll ars)
CENERAL FUNO

FEDERAL FUNDS

OTHER

TOTAL -0- -0-

POSITIONS:
FULL-TIHE
PART-TIHE
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL

FY 86 HFISA~ " ITSa FY 88
_0_ _0_ _0_ _0_ L1]
O, O —Q . HO_I

I | - |
-0- -0- v.Q- - -0-

IMPACT OF BILL:

ANALYSIS: Attach a separate page for tlysis

Prepared By:_ Sharon L. Barton/ Phone:_ <65-2400
Division: Commissioner*s Office Date: 1-12-89"
Approved by Commissioner: IMuvww 0 Date: Il Y\

Agency; Department or Natural

Resources

Distribution (by Agency preparing fiscal note):

Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget

Impacted Agency(ies)

12/1/83
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REQUEST

511 "Resolution No.: HB .371

FISCAL DETAIL

Agency Affected: NaturalResourrpg

Title: sale of Prudhoe L»av Program Category Affected:
royalty oil to Tesoro __Management of Energy Resourc<!=
Sponsor; ~ Rules Committee BRU, Program or SuDprogramis; Arfectea:
Requestor; Governor Oil and Gas Management.
Date of Request: 4-19-83 -
EXPENDITURES/REVENUES:  (Thousands of Dollars)
= inn- m FY 35" TY"55 FY 87 Fy 88 FY 89
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 SUPPLIES
500 EQUIPMENT
600 LAND 4 STRUCTURES
700 CRAHTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING" -0 - 0 - 0. _ -0- _ _0- N
1 CAPITAL N AN -Cp -n- -0 - -0- _0- . m
< |
| REVENUE*
FUNDING;  (Thousands of Poll?2rs)
CENERAL FUNO v
FEDERAL FUNOS
OTHER
TOTAL -u- -0 - -0 - -0- -n- toLt
POSITIONS:
FULL-TIME
PART-TIHE
TENPORARY
SOURCE OF FUNDS TO OFFSET FISCAL _/IPACT OF BILL:
ANALYSIS: Attach a separate page fo/"analysis
Prepared By: Sharon L. Bartc/nf/ Phone: 465-2400
Division: Commissionerls v0o/fice Date: 1-12-5(@3
Approved by Commissioner: i A Date: M
Agency: Department ot Natural Resources
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/82 -
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STATE 0? ALASKA 1SS4 LEGISLATIVE SESSION

REC"JEST

B111/Aesolucton Ho.:_
sale of royalty oil
Co.

Title:
to Tesoro Alaska Pet.

kb

FISCAL NOTE
[Revision Oate:

FISCAL DETAIL
Agency Affected: Natural
Program Category Affected:

Management of Energy Resources

Resources

Sponsor: Rules Committee BRU, Program or SuDprogram(s) Affected:
Requestor: "Governor Oil and Gas Management
Date of Request: 4-4-83
FY"84 FY 85 FY*"6r om FY"87 mm FT"88 FY 89
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
WO SUPPLIES
500 EQUIPMENT
600 LAM) & STRUCTURES
700 CRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING -0- -Li— -0- _0- _0- _n-
S ¢ NN O RN PG O PO
1 REVENUE 1 | 1 |
FUNDING:  (Thousands of Dol" ars)
CENERAL FUNO
FEDERAL FUNDS
OTHER
TOTAL -u- -0 -0- -0r. -Q - -0-
POSITIONS:
FULL-TIHE
PART-TIME
TEMPORARY
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
ANALYSIS: Attach a separate page for analysis
Prepared By: Sharon Barton- Phone:  465-2400
Division: Commissioner”s Date: ~1-12-ay
Approved by Commissloner: M w 2 Date:
Agency: Department of Natural Resourceis”
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Reauestor
Office of Management and Budget
Impacted ,tgoncy(les) 32/1/83
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provision in the price term that w”uld allow the
premium paid by Tesoro to be applied against the
Amerada Hess settlement if the State prevails in
that dispute. The new contract does not contain
this provision. Translated into dollars to the State,
this negotiated provision means an additional $24.9
million in revenue.

An additional five cents has been added

to the premium of the new contract. Translated over
the life of the contract at the estimated number of
barrels to be taken, this means an additional $3.6
million in revenue to the State.

The new contract contains a six year price reopener
term with reopeners at two year intervals thereafter.

Chevron, USA
The Chevron contract now differs from the previous

contract in that it now contains provisions for a price
roopener every two years.
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STATE OF ALASKA
DEPARTNENT OF NATURAL RESOURCES
DIVISION OF MINERALS & ENERGY MANAGEMENT

Contracts which will be presented to the 1984 legislature:

1.

Long-term sale of Cook Inlet crude.

Purchaser: Tesoro Alaska Petroleum Company

Quantity : 10CK royalty crude from Cook Inlet

Term : January 1, 1985 to January 1, 1995. (This contract commences
upon the termination of the one-year emergency contract
(1/1/84-12/31/84)).

Price : Volume-weighted average of the producers in the Cook Inlet
area. (What the state would have received has it taken the
oil in-value).

Long-term sales of Pruchoe Bay Royalty Oil:
Purchaser: Chevron U.S.A_, Inc.

Quantity : 09.60% of the State®s daily royalty share of crude.
(Approximately 18,000 bpd).

Term : May 31, 1984 to January 1, 1995. (The expiration date of the
emergency one-year contract is May 30, 1984).
Price : Volume-weighted average of all producer prices, 30 cents

premium, plus field costs, to be adjusted upon settlement of
the Amerada Hess litigation. Price reopener two years after
date of first delivery and every two years thereafter.

Option contract: In the event that the above contract for the sale of
approximately 18,000 bpd of royalty crude is not approved by the Alaska
State Legislature, Shell 0il Company will purchase the 18,000 bpd of
nominated crude commencing May 31, 1984. This contract will contain all

of the standard State contract terms with a price term equalling
volume-weighted average producer®s field price, plus $1.00 premium, plus
field costs, to be adjusted upon settlement of the Amerada Hess litigation.

Purchaser: Tesoro Alaska Petroleum Company

Quantity : 13.867% of the State"s daily royalty crude (approximately
26,000 bpd).

Term : January 1, 1985 is the estimated date of first delivery with
January 1, 1995 the date of termination.

Price : Volume-weighted average of all producer prices, plus 35 cents
premium, plus field costs, to be adjusted upon settlement of
Amerada Hess. Price reopener after six years from date of
first delivery and at two year intervals thereafter.

AGO 786756



ROYALTY OIL INFORMATION

l. Existing Agreements

A. Cook Inlet - Tesoro takes all royalty oil under
1969 contract; expires in 1983; a ten-year renewal

is now before the Legislature (HB 320).

B. Prudhoe 3av

1. Golden Valley Electric Association - may take
up to 5,000 barrels a day (b/d) under their
1977 agreement which expires in 1934. Curran:

working with Department on renewal.

2. North Pole Refining (Mapco) - entitled to
15 percent, or up to 35,000 b/d under their

1973 agreement, which expires in 2003.

3. Tesoro - entitled to 24.5 percent, or up to

46,000 b/d under their 1932 agreement, whirh

expires 1in 1994.

All of the existing Prudhoe 3ay agreements were approved by
the Alaska Legislature. Two other long-term proposals, by
Alpetco and Doyon, were approved by the Legislature in 1973

and 1932, respectively, but have since been terminated.

AGO <'86757



BILL SHEFFIELD y GOVERNOR

UEPAKTME.\NT OF NATURAL UFSOIJKCES

MINERALS AMD ENERGY MANAGEMENT Pouch 7-034
Anchorage, Alaska 99510

Prudhoe Bay OMs

Nominations as of Auoust 1. 1983

Contrac ts * of Daily Royalty BPD Term
North Pole Re-finery (MAPCO) .186667 35000 12/2003
Golden Ualley Electric Assn .026667 5000 6/30/84
Tesoro Alaska Petroleum Co. .206178 38658 1/1/95
Chevron U.S.A., Inc. .096 18000 5/31/84
Royalties taken in-value .484488 90842
100* 187500

Nominations aso-flJanuary 23. 1984

MAPCO .186667 35000
GVEA .026667 5000
Tesoro .21208 39765
Chevron .096 18000
Royalties takenin-value .478586 89735

100* 187500

Nominations if the new contracts pass

MAPCO .186667 35000
GVEA .026667 5000 6/94
Tesoro Alaska (old) .21208 39765
Tesoro Alaska (new) . 13867 26000 1/1/95
Chevron (new) .096 18000 1/1/95
Royalties taken in-value .339916 63735

100* 187500
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no THE WALL STREET JOL'RNA’
10 Tuesday, January 10, 1984

Shell Oil Announces
Buying Price for Crude
From Prudhoe Bay

AW aij.SthkktJoi.icnai. «wu\nfiniimtnp

Shell Oil Co. announced a buying price of
51875 a barrel for Alaskan North Slope
crude oil at Prudhoe Ray. the first time an
oil company has posted a price for this
crude.

When transportation costs to West Coast
markets of about ,57.50 a barrel are added,

the price would be about 520.25 for the .

crude, which Houston-based Shell said rep-
resents about a dollar-a-barrel premium
over the average current value reported by
some producers for the oil at the pumping
station.

The move, some analysts believe, re-
flects a long simmering controversy sur-
rounding the North Slope oil. Critics in Con-
gress and elsewhere have charged that Los
Angeles-based Atlantic Richfield Co., which
produces oil at Prudhoe Bay, has set too low

a price on the Alaskan oil its exploration .

units sell to its own refineries.

Oil Industry sources said this arrange-
ment has the effect of reducing windfall
profit taxes on A;cos Alaskan crude. This

tax saving allows Arco to undercut gasoline .

competitors on the West Coast, these critics
allege.

In October, the Internal Revenue Service
rejected Arco's method of computing its
windfall tax on Alaskan crude. Arco lias de-
nied any wrongdoing.

A source close to Shell said the company
is posting a price for Alaskan crude "be-
cause we feel they (Arcoi have an advan-
tage.”

A Shell spokesman said the company
posted the price because it has an "urgent
need" for Alaskan oil, primarily for Its West
Coast relmeries.
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LEGISLATIVE AFFAIRS AGENCY

POUCHY STATE CAPITOL
JUNEAU. ALASKA VOH11

907 <165 3800

MEMORANDUM December 19, 1983

SUBJECT: HB 370 & HB 371
TO: Representative Ringstad

FROM: Thomas A. Sofo
Legislative Codnsel

You have asked whether HB 370 and HB 371, the pending bills
for ratification of the Chevron and Tesoro royalty oil con—
tracts, can be used as vehicles for the ratification of the
more recently negotiated contracts with the same firms.

Since the subject matter of the latter agreements 1is rearly
identical, the only change necessary would be the removal of
the March 16, 1983 reference and the insertion of the date
of the new contracts in its place.

TAS :csh
c2/120
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24

25

28

29

IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. 371 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the sale of Prudhoe Bay 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 O0il
between the State of -Alaska and Tesoro Alaska Petroleum Company,"” dated
December 9, 1983, for the sale of Prudhoe Bay royalty oil, 1is hereby
approved and ratified.

* Sec. 2. This Act takes effect 1immediately in accordance with

AS 01.10.070(c).

-1- CSHB 371 (Res)
AGO 786762



10

12

14

16

17

20

21

22

24
25
26
27

28

IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. 320 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH 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 Petroleunm
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
December 9, 1983, is hereby approved and ratified.

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

AS 01.10.070(c).

1o CSHR 320 (Res)
AGO 786763



IN THE SENATE COMMITTEE
HOUSE CS FOR SENATE BILL NO. 269 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the sale of royalty oil by the
State of Alaska to Chevron, U.S.A., Inc.; and provid-—
ing 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 O0il
between the State of Alaska and Chevron, U.S.A., 1Inc.,"” dated December 9,
1983, for the sale of Prudhoe Bay royalty oil, is hereby approved and
ratified.

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

10.070(c).

BY THE RESOURCES

“1- HCS SB 269 (Res)
AGO 786764



HR 320

DATE

04/04/83
04/04/83
04/04/83
06/14/83
06/21/83
06/25/83

HOUSE ACTION

SEQ

01
02
03
04
05
06

PAGE

0722
0722
0722
1715
1851
2016

LEGISLATIVE ACTION

FIRST READING — COMMITTEE REPORTS
GOV TRANSMITTAL LETTER
F/INOTE EQUALS ZERO
FIN COMM REFERRAL ADDED RY UNAN CONSENT
NOT MOVED FROM RES COMM BY DIV 16-23-01
NOT MOVED FROM RES COMM BY DIV 18-22-00
RESOURCES
FINANCE
RULES
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HB 371

DATE

04/19/83
04/19/83
04/19/83
06/14/83
06/21/83
06/25/83

HOUSE ACTION

SEQ

o1
02

PAGE

0919
0919
0919
1715
1851
2016

LEGISLATIVE ACTION

FIRST READING - COMMITTEE REPORTS
GOV TRANSMITTAL LETTER
F/INOTE EQUALS ZERO
FIN COMM REFERRAL ADDED BY UNAN CONSENT
NOT MOVED FROM RES COMM BY DIV 16-23-01
NOT MOVER FROM RES COMM BY DIV 18-22-00
RESOURCES
FINANCE
RULES

ago 786766



SP- 269

DATE

04/19/83
04/19/83
04/19/83
05/10/83
06/01/83
06/15/83

06/15/83
06/15/83
06/15/83

06/15/83
06/15/83

SB 2b3

DATE

06/16/83

SENATE ACTION

SEQ

o1
02
03
04
05
06

07
08
09
10
n

HOUSE ACTION

SEQ

12

PACE

0747
0748
0747
0934
1159
1317

LEGISLATIVE ACTION

FIRST READING — COMMITTEE REPORTS

GOV TRANSMITTAL LETTER
F/INOTE EQUALS ZERO

RES - DP06, NRO1
FIN — DPO6
RLS - OTHERO4

TAKEN UP IMMEDIATELY

1319 SECOND READING

1319

ADVANCED TO 3RD READING BY UNAN

1319 THIRD READING

1319
1320

PAGE

1734

PASSED BY DIV 18-02-00

CONSENT

EFFECTIVE DATE VOTE SAME AS PASSAGE

LEGISLATIVE AC! ION

FIRST READING -- COMMITTEE REPORTS

RESOURCES
FINANCE
RULES

AGO 786767



LETTER OF INTENT
FOR CSHB 271
January 19, 1984

The House Resources Committee has considered CSHB 271, providing for
approval of the Agreement between the State of Alaska and Tesoro Alaska
Petroleum Company for the sale of a portion of Alaska's royalty oil. This
Agreement must be approved by the legislature under the provisions of AS
38.06.055(a) which provides that "the commissioner of natural resources may
not enter into a sale, exchange, or other disposition of oil or gas or of the
rights or waiver of the rights to receive future production of royalty oil or
gas under AS 38.05.183 without the prior approval of the legislature.”

Section 19.1 of the Agreement provides that the Agreement may be
"supplemented, amended or modified at any time, but only by written
instrument duly executed by the parties to this Agreement.” In making any
such changes to the Agreement pursuant to this section, the Commissioner
would be acting on behalf of the State of Alaska as one of the parties to the
Agreement.

The Committee recognizes that a supplement, amendment, or modification
of the Agreement could be a further "sale, exchange, or other disposition”
within the meaning of AS 38.06.055(a). The Committee is also cognizant that
pursuant to Section 20.1 of the Agreement, the Commissioner has the right to
"grant” (consent to) an assignment of the Agreement.

It is the intent of the Committee that it be understood that approval of
CSHB 271 does not constitute prior approval of any supplement, amendment or
modification or any assignment that would be a further "sale, disposition,
exchange, or other disposition” within the meaning of AS 38.06.055(a) and
that it is expected that any such action by the Commissioner must first be
preceded by compliance with the procedures for obtaining the prior approval
of the legislature.

Representative John Ringstad Representative Dick Shultz
Co-Chairman, Resource Committee Co-Chairman, Resource Committee
Representative Rick Uehling Representative John Cowaery
Vice-Chairman, Resource Committee Member, Resource Committee
Representative Charlie Bussell Representative John Liska
Member, Resource Committee Member, Resource Committee
Representative Anthony Vaska Representative Peter Goll
Member, Resource Committee Member, Resource Committee

Representative Ronald Larson
Member, Resource Committee

AGO 786768



LETTER OF INTENT
FOR CSHB 320
January 19, 1984

The House Resources Committee has considered CSHB 320, providing for
approval of the Agreement between the State of Alaska and Tesoro Alaska
Petroleum Company for the sale of a portion of Alaska's royalty oil. This
Agreement must be approved by the legislature under the provisions of AS
38.06.055(a) which provides that "the commissioner of natural resources may
not enter into a sale, exchange, or other disposition of oil or gas or of the
rights or waiver of the rights to receive future production of royalty oil or
gas under AS 38.05.183 without the prior approval of the legislature.”

Section 19.1 of the Agreement provides that the Agreement may be
"supplemented, amended or modified at any time, but only by written
instrument duly executed by the parties to this Agreement.” In making any
such changes to the Agreement pursuant to this section, the Commissioner
would be acting on behalf of the State of Alaska as one of the parties to the
Agreement.

The Committee recognizes that a supplement, amendment, or modification
of the Agreement could be a further "sale, exchange, or other disposition”
within the meaning of AS 38.06.055(a). The Committee is also cognizant that
pursuant to Section 20.1 of the Agreement, the Commissioner has the right to
"grant” (consent to) an assignment of the Agreement.

It is the intent of the Committee that it be understood that approval of
CSHB 320 does not constitute prior approval of any supplement, amendment or
modification or any assignment thar would be a further "sale, disposition,
exchange, or other disposition™ within the meaning of AS 38.06.055(a) and
that it is expected that any such action by the Commissioner must first be
preceded by compliance with the procedures for obtaining the prior approval
of the legislature.

Representative John Ringstad Representative Dick Shultz
Co-Chairman, Resource Committee Co-Chairman, Resource Committee
Representative Rick Uehling Representative John Cowdery
Vice-Chairman, Resource Committee Member, Resource Committee
Representative Charlie Bussell Representative John Liska
Member, Resource Committee Member, Resource Committee
Representative Anthony Vaska Representative Peter Goll
Member, Resource Committee Member, Resource Committee

Representative Ronald Larson
Membe:/, Resource Committee
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LETTER OF INTENT
FOR CSSB 269
January 19, 1984

The House Resources Committee has considered CSSB 269, providing for
approval of the Agreement between the State of Alaska and Chevron U.S.A.,
Inc., for the sale of a portion of Alaska's royalty oil. This Agreement must
be approved by the legislature under the provisions of AS 38.06.055(a) which
provides that "the commissioner of natural resources may not enter into a
sale, exchange, or other disposition of oil or gas or of the rights or waiver
of the rights to receive future production of royalty oil or gas under AS
38.05.183 without the prior approval of the legislature.”

Section 19.1 of the Agreement provides that the Agreement may be
"supplemented, amended or modified at any time, but only by written
instrument duly executed by the parties to this Agreement.” In making any
such changes to the Agreement pursuant to this section, the Commissioner
would be acting on behalf of the State of Alaska as one of the parties to the
Agreement.

The Committee recognizes that a supplement, amendment, or modification
of the Agreement could be a further "sale, exchange, or other disposition™
within the meaning of AS 38.06.055(a). The Committee is also cognizant that
pursuant to Section 20.1 of the Agreement, the Commissioner has the right to
"grant” (consent to) an assignment of the Agreement.

It is the intent: of the Committee that it be understood that approv 1 of
CSSB 269 does not constitute prior approval of any supplement, amendment or
modification or any assignment that would be a further "sale, disposition,
exchange, or other disposition™ within the meaning of AS 38.06.055(a) and
that it is expected that any such action by the Commissioner must first be
preceded by compliance with the procedures for obtaining the prior approval
of the legislature.

Representative John Ringstad Representative Dick Shultz
Co-Chairman, Resource Committee Co-Chairman, Resource Committee
Representative Rick dshling Representative John Cowdery
Vice-Chairman, Resource Committee Member, Resource Committee
Representative Charlie Bussell Representative John Liska
Member, Resource Committee Member, Resource Committee
Representative Anthony Vaska Representative Peter Goll
Member, Resource Committee Member, Resource Committee

Representative Ronald Larson
Member, Resource Comirittee
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BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF NATURAL RESOURCES

POUCH M
OFFICE OF THE COMMISSIONER Thoner (907) 465-2400
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March 12, 1983
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7% ioit 11213 isidio 16
Mr. James F. Smith
President
Tesoro Alaska Petroleunm
Company-
8700 Tesoro Drive
San Antonio, Texas 78286

Dear Mr. Smith:

On March 12, 1983, the State of Alaska and Tesoro Alasxa
Petroleum Company ("Tesoro Alaska") entered into an Agreement
for the Sale and Purchase of Royalty Oil (the "Agreement").
Article 7.5 of the Agreement provides that the State may
elect to terminate the Agreement in the event that a "third
party"™ obtains "control"™ (as such terms are defined therein)
of Tesoro Alaska or its parent, Tesoro Petroleum Corporation
("Tesoro").

During the negotiations which led to the execution of the
Agreement, you informed the State that, on January 26, 1983,
two Charter Security Life Insurance Companies, subsidiaries
of The Charter Company ("Charter"), had entered into a
Purchase Agreement, a Stockholders _Agreement, a Registration
Rights Agreement and a Certificate oA Designation Establishing
A Series of $2.20 Cumulative Covertible Preferred Stock (the
"agreements"™) with Tesoro to purchase 2,875,000 shares of a
new series of Cumulative Convertible Preferred Stock of
Tesoro. Furthermore, those agreements contemplate that the
Charter Security Life Insurance Companies or other companies
affiliated with The Charter Company may purchase additional
shares of Tesoro so that The Charter Company and companies
affiliated with The Charter Company may own up to 30 percent

of the voting interest in Tesoro. You also informed us that
the Charter Security Life Insurance Companies will be entitled

to up to three seats on Tesoro*s Board of Directors, depending
upon the size of Tesoro*s Board.
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Hr. James F. Smith -2- March 12, 1983

The purpose of this letter is to set forth the understanding
and intent of the State and Tesoro Alaska with respect to
the application of Article 7.5 of the Agreement to the
contemplated relationship between Charter and Tesoro. If
the arrangements described in the preceding paragraph are
effected, it is the understanding and intent of the parties

that Charter and/or its affiliates will not control Tesoro
or Tesoro Alaska within the meaning of Article 7.5 of the
Agreement. If, however, Charter and/or its affiliates

materially increases its or their ability to direct or cause
direction of the management and policies of Tesoro or Tesoro"
Alaska over that contemplated in the agreements, Article 7.5
will be applicable.

Sincerely,

Commissioner

ACCEPTED AND AGREED TO:

James F. Smith, President
Tesoro Alaska Petroleum Company
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