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BILL SHEFFIELD
GOVERNOR

State of A laska
OFFICE OF THE GOVERNOR
JuXEAU

April 19, 1983

The Honorable Jalmar Kerttula
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 1Il, sec. 18, of the Alaska
Constitution, 1 am transmitting a bill which provides
legislative approval of a royalty oil contract between

state and Tesoro Alaska Petroleum Company for the
Prudhoe Bay royalty oil.

This contract is described in the findings entitled
posed Disposition of Royalty 0il, Tesoro Alaska Petroleunm
Company"™ issued by the Department of Natural Resources
March 16, 1983. Copies of these findings have been
available to the legislature and the public for review.

This contract 1is being submitted for legislative approval
for two reasons. First, although this and the previous
administration have consistently taken the position

the statutory requirement of legislative approval
royalty oil contracts 1is unconstitutional (AS 38.06.055),

as a matter of comity | respect the legislature®s

to have a direct voice 1in major disposals of royalty oil.
Therefore, this <contract contains provisions requiring
approval by the 1legislature before it becomes effective.
Second, this bill would ratify the agreement for the
of oil. This ratification would ¢ a any procedural
defect that may have occurred 1in t .ocess of entering

into this contract.

Although we believe that all necessary steps have
taken, the statutes and regulations governing the disposal
of royalty oil represent often conflicting desires
goals, both procedural and substantive. For example,

if statutorily requiring legislative approval
constitutional, the present statutes provide, on

hand, that the legislature 1is to approve the contract
enacting legislation (AS 38.06.055(a)), but, on the other
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hand, they also provide that a report of the Royalty Board
"shall be submitted for legislative review at the time of
[sic] resolution for legislative approval of a proposed
disposition of royalty oil and gas 1is 1introduced 1in the
legislature™ (AS 38.06.070(c)). Since legislative approval
is required anyway as a matter of contract, |1 believe it
only prudent to present this contract for legislative
approval and ratification at this time.

Sincerely,

Governor



STATE OF ALASKA

FISCAL NOTE Revision Date 1583
l. REQUEST I1. FISCAL DETAIL
Bi 11/Resolution No.: Agency Affected: Natural Resource Mgmt.
Title* Tesoro Prudhoe bay unit Koyalty oil Program Category Affected:Mgmt. of Energy
Sponsor: overnor_____ Agreement BRU, Program of Subprogram”) Affected:*
Requestor: Governor Oil and Gas Management

EXPENDITURES/REVENUES:  (Thousands of Doll ars)
Fy 83 FYy 84 Fy 8 FEy s FY 8 F/ 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 ‘ JL

CAPITAL
REVENUE

UNDING:  (Thousands of Dollars)
GENERAL FUND 1
FEDERAL FUNDS 1
OTHER (Specify Source) 0 0 0 0

POSITIONS:
FULL-TIME
PART-TIPE
TEMPORARY

0 0 0 0

I1l. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: Mark Wittow v Phone: 465-2400
Division: “Commissioiler"s Office, UNR Date: tZ JIpE Z
Approved Commssioner:"VFf\r>iJ, Xa&Jttoir 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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€C-12 The Anchorage Times, Monday,

Ac@>xUr 2iml

Mianmi — Charter Co. announced it
secured a New York invesiment bank-
ing firm to sell its insurance company,

with the proceeds going to help pay

debts of the the Jacksonville-based con-

glomerate, ofliciuls said.

Company spokeswoman Joanne

Stone said Donaldson. Lutkin & Jenrette

inc. wouldassist insoiling the insurance

operation toa thirdparty.

“The purpose Is... to protect Charter

Security Life (Insurance Co.) and Its

policyholders from negative publicity

directed at Charter,end to use the pro-

Apr
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ceeds of the sal to reduce

existing iv

debtness of Charter,”” Stone sa

Charter Security Life policyholder

accounts are unaffected by the action,

she said.

A Tennessee newspaper, in ils Sun-

day editions, reported that Charter also

planned to sell its oil company to raise

cash.

The Nashville Tennessean quoted

sources close to the company as saying

that the business isplanning to adjust fi-

statements to reflect losses of

$30 million over the lust three

Charter on Friday asked the New

York Stock Exchange to suspend trad-

ing of Its stock after more than 266.000

shares hands. The iast trade

was at 55 375, off $1 from Thursday.
The

changed

unusual volume of trading was

caused by insiders” who urv familiar

with alleged problens at Charter, The

Tennessean sa
Charter is the controlling stockholder
McDowell

of Nashville's Enterprises.

McDowell earlier thismonth announced

198.1 losses of 52.1 mil

ion, or 89 cents per

with 51.1 million,

share, conmpared or 47

cents per siiare, lost in 1982.

Kenneth L. Fisher, a

ager in Burlingame, Ca

c >

to sell insurance company: .

mcney man -

., who owns

about 1percent of the company*s stock,

said the reason for the

could be the possible

oil refinery in the

sale

Bahamas

trading halt
of Charter's

But an -

other reason might be the rep«. rting of a

first-quarter loss

lion. Fisher said.

The company blamed

ings from
ition for most of the defi
Life weeks

curity two

Inl redenptions

bered sales of annuities bv

in excess

n

t.

ago

of 54.5 mil-

educed earn-

ilsmsorance subsidiary oper-

Charter Se-

unnourrod

inmid-March outnum-

10-tu-1.

Lharter also Sunday reported that its

subsidiary oil operations have experi-

enced art "unanticipated and severe"

loss of trade credit duiing the last two

weeks. The company is currently dis-

cussing with Its lenders means by which

the lost trade credit could be replaced.

The Charter 0il Group alone u losing

approximately 525 million per qtarter,

the newspaper said.

A minoriiv stockholder from Key

filed u

Uiscayne has class action su i In

Jacksonville

alleging the company

infomiatl in

templed toconceal adverse

about Charter*s financed condition.
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