


COMMITTEE REPORT 

SENATE

7 1 9 / 8 3

F U RT HE R

Date

Mr. Pres id ent :

The C o m m i t t e e  on C.\ LA has had

S t i c  w f  Frudln oil • ch« Suit’c o f  A i u s k a  :
Alack;. F e t r o l t  urn C o m p a n y ;  c f£. date.

u n de r c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
rep o rt s it back with  the f ol lo w i n g  r e c o m m e n d a t i o n s :

[ ] do pass [ ] do not pass

[ ] do pass with a t t a c h e d  a m e n d m e n t s (s )
[ ] same title

[ ] r ep lac e with CS for  _________________________________f ] new title

and r ec o m m e n d s  ____________________________________________________________________

[ ] AND at t ac he s a " Le tte r of Intent" [ ] New Fiscal Note

[ ] reports it back w i t h o u t  r e c o m m e n d a t i o n

[ ] re fe rr ed  to t h e ______________________________________________ C o m m i t t e e

M E M B E R S  SI G N I N G  M E M B E R S  HAVING
DO PASS O TH E R R E C O M M E N D A T I O N S :

CHAIRMAN



c o m m it t e e : r e p o r t  

SENATE

Mr. P re sid en t: 

The C o m m i t t e e  on R e s o u r c e s

FURTHER: F i n a n c e

Date: I  %  *

has had SB 268

Relatittg-feQ— fehe s a l e  of P r u d h o e  B a y  r o y a l t y  o i l  b y  the 
S t a t e  o f  A l a s k a  to the T e s o r o  A l a s k a  P e t r o l e u m  C o m p a n y ;  
a n d  eff. date.

u n de r c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m it te e)  
r ep ort s it back with the f o l l o w i n g  r e c o m m e n d a t i o n s :

[)C] 

[ ] 

[ ]

[ ] 

[ ] 

[ ]

d o ^ p ^ s s  [ ] do not pass

do pass with a t t a c h e d  a m e n d m e n t s (s )

r ep lac e with CS for __________________________________

and r e c om me n ds

[ ] same title 
[ ] new title

AND att ac he s a " L et t er  of Intent" [ ] New Fiscal Note

repor ts  it back w i t h o u t  r e c o m m e n d a t i o n

r e f er re d to C o m m i t t e e

M E M B E R S  S I G N I N G  
DO M S S

M E M B E R S  HA VI NG 
OT HER  R E C O M M E N D A T I O N S :
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B I L L  S H E F F I E L D

G O V E R N O R

S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J u X E A U

A p r i l  19, 1 9 8 3

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  M r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  Ill, se c .  18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  w h i c h  p r o v i d e s  f o r  

l e g i s l a t i v e  a p p r o v a l  o f  a r o y a l t y  o i l  c o n t r a c t  b e t w e e n  t h e  
s t a t e  a n d  T e s o r o  A l a s k a  P e t r o l e u m  C o m p a n y  f o r  t h e  s a l e  o f  
P r u d h o e  B a y  r o y a l t y  oi l .

T h i s  c o n t r a c t  i s  d e s c r i b e d  i n  t h e  f i n d i n g s  e n t i t l e d  " P r o­
p o s e d  D i s p o s i t i o n  o f  R o y a l t y  O i l ,  T e s o r o  A l a s k a  P e t r o l e u m  
C o m p a n y "  i s s u e d  b y  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  o n  
M a r c h  16, 198 3 .  C o p i e s  o f  t h e s e  f i n d i n g s  h a v e  b e e n  m a d e

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

T h i s  c o n t r a c t  is b e i n g  s u b m i t t e d  f o r  l e g i s l a t i v e  a p p r o v a l  
f o r  t w o  r e a s o n s .  F i r s t ,  a l t h o u g h  t h i s  a n d  t h e  p r e v i o u s  

a d m i n i s t r a t i o n  h a v e  c o n s i s t e n t l y  t a k e n  t h e  p o s i t i o n  t h a t  
t h e  s t a t u t o r y  r e q u i r e m e n t  o f  l e g i s l a t i v e  a p p r o v a l  o f  
r o y a l t y  o i l  c o n t r a c t s  is u n c o n s t i t u t i o n a l  (AS 3 8 . 0 6 . 0 5 5 ) ,  

a s  a m a t t e r  o f  c o m i t y  I r e s p e c t  t h e  l e g i s l a t u r e ' s  d e s i r e  
t o  h a v e  a d i r e c t  v o i c e  i n  m a j o r  d i s p o s a l s  o f  r o y a l t y  o i l .  
T h e r e f o r e ,  t h i s  c o n t r a c t  c o n t a i n s  p r o v i s i o n s  r e q u i r i n g  
a p p r o v a l  b y  t h e  l e g i s l a t u r e  b e f o r e  i t  b e c o m e s  e f f e c t i v e .  
S e c o n d ,  t h i s  b i l l  w o u l d  r a t i f y  t h e  a g r e e m e n t  f o r  t h e  s a l e  
o f  o i l .  T h i s  r a t i f i c a t i o n  w o u l d  c  a a n y  p r o c e d u r a l  
d e f e c t  t h a t  m a y  h a v e  o c c u r r e d  i n  t . o c e s s  o f  e n t e r i n g  
i n t o  t h i s  c o n t r a c t .

A l t h o u g h  w e  b e l i e v e  t h a t  a l l  n e c e s s a r y  s t e p s  h a v e  b e e n  
t a k e n ,  t h e  s t a t u t e s  a n d  r e g u l a t i o n s  g o v e r n i n g  t h e  d i s p o s a l  
o f  r o y a l t y  o i l  r e p r e s e n t  o f t e n  c o n f l i c t i n g  d e s i r e s  a n d  
g o a l s ,  b o t h  p r o c e d u r a l  a n d  s u b s t a n t i v e .  F o r  e x a m p l e ,  e v e n  
i f  s t a t u t o r i l y  r e q u i r i n g  l e g i s l a t i v e  a p p r o v a l  w e r e  
c o n s t i t u t i o n a l ,  t h e  p r e s e n t  s t a t u t e s  p r o v i d e ,  o n  t h e  o n e  
h a n d ,  t h a t  t h e  l e g i s l a t u r e  is t o  a p p r o v e  t h e  c o n t r a c t  b y  
e n a c t i n g  l e g i s l a t i o n  (AS 3 8 . 0 6 . 0 5 5 ( a ) ) ,  b u t ,  o n  t h e  o t h e r
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hand, t h e y  a l s o  p r o v i d e  t h a t  a r e p o r t  o f  the R o y a l t y  B o a r d  
"shall b e  s u b m i t t e d  for l e g i s l a t i v e  r e v i e w  a t  the t i m e  o f  
[sic] r e s o l u t i o n  f o r  l e g i s l a t i v e  a p p r o v a l  o f  a p r o p o s e d  
d i s p o s i t i o n  of  r o y a l t y  o i l  a n d  g a s  is i n t r o d u c e d  in the 
l e g i s l a t u r e "  (AS 3 8 . 0 6 . 0 7 0 ( c ) ) .  S i n c e  l e g i s l a t i v e  a p p r o v a l  
is r e q u i r e d  a n y w a y  as a m a t t e r  of  c o n t r a c t ,  I b e l i e v e  it  
o n l y  p r u d e n t  to p r e s e n t  th i s  c o n t r a c t  for l e g i s l a t i v e  
a p p r o v a l  a n d  r a t i f i c a t i o n  at  t h i s  time.

S i n c e r e l y ,

G o v e r n o r



STATE OF ALASKA 

FISCAL NOTE Revision Date 1S83

I. REQUEST II.

Bi 11/Resolution No.:
Title* Tesoro Prudhoe bay unit Koyalty oil

 r -----------------  Agreement
Sponsor: Governor_________________________
Requestor: Governor_________________________

FISCAL DETAIL
Agency Affected: Natural Resource Mgmt. 

Program Category Affected:Mgmt. of Energy 
BRU, Program of S ub pr ogr am ^) Affected:* 

Oil and Gas Management______________________

EXPENDITURES/REVENUES: (Thousands of Doll ars)
FY 83 FY 84 FY 85 FY 86 FY 87 FV 88

OPERATING

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT

600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING 0 0 ..................0 .  J L

CAPITAL

REVENUE

UNDING: (Thousands of Dollars)
GENERAL FUND 

FEDERAL FUNDS 
OTHER (Specify Source)

1
1

0 0 0 0

1 1

POSITIONS:
FULL-TIME

PART-TIPE
TEMPORARY

0 0 0 0

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: Mark Wittow
Division: “Commissioiler's Office, UNR

v Phone: 465-2400___

tZ J J p E ZDate:

Approved C o m m s s i o n e r : ' Vf\r>iJ, X a & J t t o i  r w __________
Department: Natural Resources , y ____________p

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)

Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83
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" A n  A c t  r e l a t i n g  t o  t h e  s a l e  o f  

P r u d h o e  B a y  r o y a l t y  o i l  b y  t h e  

S t a t e  o f  A l a s k a  t o  t h e  T e s o r o  

A l a s k a  P e t r o l e u m  C o m p a n y ;  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 . ”
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C - 1 2  T h e  A n c h o r a g e  T i m e s ,  M o n d a y ,  A p r i l  1 6 , 1 1 ) 8 4

c > r

to sell insurance company
A«a>xUl*J ? im I

M i a m i  —  C h a r t e r  C o .  a n n o u n c e d  it 

s e c u r e d  a  N e w  Y o r k  i n v e s l m e n t  b a n k ­

i n g  f i r m  t o  s e l l  its i n s u r a n c e  c o m p a n y ,  

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

d e b t s  o f  t h e  t h e  J a c k s o n v i l l e - b a s e d  c o n ­

g l o m e r a t e ,  o f l i c i u l s  s a i d .

C o m p a n y  s p o k e s w o m a n  J o a n n e  

S t o n e  s a i d  D o n a l d s o n .  L u t k i n  &  J e n r e t t e  

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

o p e r a t i o n  t o  a  t h i r d  p a r t y .

" T h e  p u r p o s e  I s ... t o  p r o t e c t  C h a r t e r  

S e c u r i t y  L i f e  ( I n s u r a n c e  C o . )  a n d  Its 

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

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

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

d e b t n e s s  o f  C h a r t e r , ” S t o n e  s a i d .

C h a r t e r  S e c u r i t y  L i f e  p o l i c y h o l d e r  

a c c o u n t s  a r e  u n a f f e c t e d  b y  t h e  a c t i o n ,  

s h e  s a i d .

A  T e n n e s s e e  n e w s p a p e r ,  i n  i l s  S u n ­

d a y  e d i t i o n s ,  r e p o r t e d  t h a t  C h a r t e r  a l s o  

p l a n n e d  t o  s e l l  its oil c o m p a n y  t o  r a i s e  

c a s h .

T h e  N a s h v i l l e  T e n n e s s e a n  q u o t e d  

s o u r c e s  c l o s e  t o  t h e  c o m p a n y  a s  s a y i n g  

t h a t  t h e  b u s i n e s s  is p l a n n i n g  t o  a d j u s t  fi­

n a n c i a l  s t a t e m e n t s  t o  r e f l e c t  l o s s e s  o f  

u p  t o  $ 3 0  m i l l i o n  o v e r  t h e  l u s t  t h r e e  

y e a r s .

C h a r t e r  o n  F r i d a y  a s k e d  t h e  N e w  

Y o r k  S t o c k  E x c h a n g e  t o  s u s p e n d  t r a d ­

i n g  o f  Its s t o c k  a f t e r  m o r e  t h a n  2 6 6 . 0 0 0  

s h a r e s  c h a n g e d  h a n d s .  T h e  i a s t  t r a d e  

w a s  a t  5 5  3 7 5 ,  o f f  $ 1  f r o m  T h u r s d a y .

T h e  u n u s u a l  v o l u m e  o f  t r a d i n g  w a s  

c a u s e d  b y  " i n s i d e r s "  w h o  u r v  f a m i l i a r  

w i t h  a l l e g e d  p r o b l e m s  a t  C h a r t e r ,  T h e  

T e n n e s s e a n  s a i d .

C h a r t e r  i s  t h e  c o n t r o l l i n g  s t o c k h o l d e r  

o f  N a s h v i l l e ' s  M c D o w e l l  E n t e r p r i s e s .  

M c D o w e l l  e a r l i e r  t h i s  m o n t h  a n n o u n c e d  

198.1 l o s s e s  o f  5 2 . 1  m i l l i o n ,  o r  8 9  c e n t s  p e r  

s h a r e ,  c o m p a r e d  w i t h  5 1 . 1  m i l l i o n ,  o r  4 7  

c e n t s  p e r  s i i a r e ,  l o s t  i n  1 9 8 2 .

K e n n e t h  L .  F i s h e r ,  a  m c n e y  m a n ­

a g e r  i n  B u r l i n g a m e ,  C a l i f . ,  w h o  o w n s  

a b o u t  1 p e r c e n t  o f  t h e  c o m p a n y ' s  s t o c k ,  

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

c o u l d  b e  t h e  p o s s i b l e  s a l e  o f  C h a r t e r ' s  

o i l  r e f i n e r y  i n  t h e  B a h a m a s  B u t  a n ­

o t h e r  r e a s o n  m i g h t  b e  t h e  r e p « .  r t i n g  o f  a  

f i r s t - q u a r t e r  l o s s  i n  e x c e s s  o f  5 4 . 5  m i l ­

l i o n .  F i s h e r  s a i d .

T h e  c o m p a n y  b l a m e d  r e d u c e d  e a r n ­

i n g s  f r o m  il s  m s o r a n c e  s u b s i d i a r y  o p e r -  

i t i o n  f o r  m o s t  o f  t h e  d e f i c i t .  C h a r t e r  S e ­

c u r i t y  L i f e  t w o  w e e k s  a g o  u n n o u r r o d  

I m l  r e d e m p t i o n s  i n  m i d - M a r c h  o u t n u m ­

b e r e d  s a l e s  o f  a n n u i t i e s  b v  10- t u - l .

7  I

L h a r t e r  a l s o  S u n d a y  r e p o r t e d  t h a t  its 

s u b s i d i a r y  oi l  o p e r a t i o n s  h a v e  e x p e r i ­

e n c e d  a r t  " u n a n t i c i p a t e d  a n d  s e v e r e "  

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

w e e k s .  T h e  c o m p a n y  is c u r r e n t l y  d i s ­

c u s s i n g  w i t h  It s  l e n d e r s  m e a n s  b y  w h i c h  

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

T h e  C h a r t e r  O i l  G r o u p  a l o n e  u  l o s i n g  

a p p r o x i m a t e l y  5 2 5  m i l l i o n  p e r  q t  a r t e r ,  

t h e  n e w s p a p e r  s a i d .

A  m i n o r i i v  s t o c k h o l d e r  f r o m  K e y  

U i s c a y n e  h a s  f i l e d  u  c l a s s  a c t i o n  s u  i I n  

J a c k s o n v i l l e  a l l e g i n g  t h e  c o m p a n y  a t - 1  

t e m p l e d  t o  c o n c e a l  a d v e r s e  i n f o m i a t l  i n  I 

a b o u t  C h a r t e r ' s  f i n a n c e d  c o n d i t i o n . \
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