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The Committee
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considered CSHB 3 2 0 (Fin)

royalty oil contracts jand approving the sale of royalty oil by the State 
of Alaska to tjhe Tqsorp Alaska Petroleum Company; efd.

and (a majority ofyth/e committee) (the committee) reports it back with 
the following recommendations:

[

ME*

do pass

do pass with attached amendment(s)

CS forreplace with/or adopt 
new title
same title and recommends

and attached a "LETTER OF INTENT" 

reports it back without recommendation 

recommends referral to
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R e f e r r e d :  R u le s

Ori ginal sponsor: R ul es/ G o v e r n o r

IN TH E H O U S E  BY  THE F IN ANC E C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 320 (Finance)

IN THE L E G I S L A T U R E  OF THE  STATE OF A LA S K A  

TH IR T E E N T H  L E G I SL AT UR E - SECOND SESSION 

A  BILL

For an Act entitled: "An Act relating to royalty oil contracts and a p p r o v­

ing the sale of royalty oil by the State of A l a s k a  to 

the Tesoro A la s k a  P e t r ole um  Company; and p r o v i d i n g  

for an effective date."

BE IT ENAC TED  BY THE LE G I S L A T U R E  OF THE STATE OF ALASKA:

* Secti on  1. The "Agreement for the Sale and Purchase of R o y a l t y  Oil 

b et we en  the State of A la s k a  and Tesoro Alas ka  P etroleum Company," dated 

De ce m b e r  9, 1983, is hereby a pp roved and ratified.

* Sec. 2. AS 38.05.183 is amended by adding a n e w  subsec tio n to read:

(f) The co mmi ssioner may not enter into a contract for the sale 

of royalty oil unless the contract provides that any ma terial a m e n d­

ment to the contract that appreciably reduces the c o n s i d e r a t i o n  r e­

ceived by the state requires prior approval of the legislature.

* Sec. 3. This Act takes effect immediately in accordance w i t h  A S  01.- 

1 0 . 0 7 0 ( c ) .
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cy L E T T E R  O F  I N T E N T  

F O R  C S H B  320 

J a n u a r y  19, 1 9 8 4

T h e  H o u s e  R e s o u r c e s  C o m m i t t e e  h a s  c o n s i d e r e d  C S H B  320, p r o v i d i n g  f o r  

a p p r o v a l  o f  t h e  A g r e e m e n t  b e t w e e n  th e S t a t e  o f  A l a s k a  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  the s a l e  of  a p o r t i o n  o f  A l a s k a ' s  r o y a l t y  oil. T h i s  

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

3 8 . 0 6 . 0 5 5 ( a )  w h i c h  p r o v i d e s  t h a t  "the c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  m a y  

n o t  e n t e r  i n t o  a sale, e x c h a n g e ,  o r  o t h e r  d i s p o s i t i o n  o f  o i l  or  g a s  o r  o f  t h e  

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

g a s  u n d e r  A S  3 8 . 0 5 . 1 8 3  w i t h o u t  t h e  p r i o r  a p p r o v a l  o f  t h e  l e g i s l a t u r e . "

S e c t i o n  19 . 1  o f  th e A g r e e m e n t  p r o v i d e s  t h a t  the A g r e e m e n t  m a y  b e  

" s u p p l e m e n t e d ,  a m e n d e d  o r  m o d i f i e d  a t  a n y  t ime, b u t  o n l y  b y  w r i t t e n  

i n s t r u m e n t  d u l y  e x e c u t e d  b y  t h e  p a r t i e s  to  t h i s  A g r e e m e n t . "  In m a k i n g  a n y  

s u c h  c h a n g e s  to the A g r e e m e n t  p u r s u a n t  t o  t h i s  se ction, the C o m m i s s i o n e r  

w o u l d  b e  a c t i n g  o n  b e h a l f  o f  t h e  S t a t e  of  A l a s k a  as o n e  o f  t h e  p a r t i e s  to t h e  

A g r e e m e n t .

T h e  C o m m i t t e e  r e c o g n i z e s  t h a t  a s u p p l e m e n t ,  ame nd m e n t ,  or m o d i f i c a t i o n  

of  t h e  A g r e e m e n t  c o u l d  b e  a f u r t h e r  "sale, ex c h a n g e ,  or o t h e r  d i s p o s i t i o n "  

v/ithin t h e  m e a n i n g  o f  AS  3 8 . 0 6 . 0 5 5 ( a ) .  T h e  C o m m i t t e e  is a l s o  c o g n i z a n t  t h a t  

p u r s u a n t  to  S e c t i o n  2 0. 1  o f  the A g r e e m e n t ,  t h e  C o m m i s s i o n e r  hr*j t h e  r i g h t  t o  

" g r a n t "  ( con se nt  to) an  a s s i g n m e n t  o f  t h e  A g r e e m e n t .

It is t h e  i n t e n t  o f  t h e  C o m m i t t e e  t h a t  it b e  u n d e r s t o o d  th a t  a p p r o v a l  o f  

C S H B  320 d o e s  n o t  c o n s t i t u t e  p r i o r  a p p r o v a l  o f  a n y  su p p l e m e n t ,  a m e n d m e n t  o r  

m o d i f i c a t i o n  o r  an y a s s i g n m e n t  t h a t  w o u l d  b e  a f u r t h e r  "sale, d i s p o s i t i o n ,  

e x c h a n g e ,  o r  o t h e r  d i s p o s i t i o n "  w i t h i n  t h e  m e a n i n g  o f  AS  3 8. 06 .055(a) a n d  

t h a t  it is e x p e c t e d  t h a t  a n y  s u c h  a c t i o n  b y  th e C o m m i s s i o n e r  m u s t  f i r s t  be  

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

of  t h e  l e g i s l a t u r e .

> ? 7  (
R e p r e s e n t a t i v e  J o h n  Ri-'figstad 

C o - C h a i r m a n ,  Reteolirce C o m m i t t e e

t l  lEC A  /
p f e s e n t a t i v a ^ R i c k  t o e M i n g  ~V  

icJe-Ch'airman, ^Resource C o m m i t t e e

R e p r e s e n t a t i v e  D i c k  Shult 

C o - C h a i r m a n ,  R e s o u r c e  Coil nittee

R e p r e s e n t a t i v e  J o h n  C o w d e r y  

Memberr-) R e s o u r c e  Conimrt)tee

R e p r e s e n t a t i v e  C h a r l i e  B u s s e l l  

M e m b e r ,  R e s o u r c e  C o m m i t t e e

R e p r e s e n t a t i v e  A n t h o n y  V a s k a

R e p r e s e n t a o h n  L i s k a  

C o m m i t t e e

R e p r e s e n t a t i v e  P e t e r  G o l l  

M e m b e r ,  R e s o u r c e  C o m m i t t e e

R e p r e s e n t a t i v e  R o n a l d  L a r s o n  

M e m b e r ,  R e s o u r c e  C o m m i t t e e
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M a r c h  31, 1 9 8 3

T h e  H o n o r a b l e  J o e  L. H a y e s  

S p e a k e r  o f  t h e  H o u s 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 .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e 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  
C o o k  I n l e t  r o y a l t y  o i l .

T h i s  c o n t r a c t  is 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  
F e b r u a r y  22, 1 9 8 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  i s  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 u r e  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 h e  p r 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  
h a n d ,  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  t h e  R o y a l t y  B o a r d



" s h a l l  b e  s u b m i t t e d  f o r  l e g i s l a t i v e  r e v i e w  a t  t h e  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  o f  r o y a l t y  o i l  a n d  g a s  i s  i n t r o d u c e d  i n  t h e  
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  
i s  r e q u i r e d  a n y w a y  a s  a  m a t t e r  o f  c o n t r a c t ,  I b e l i e v e  i t  
o n l y  p r u d e n t  t o  p r e s e n t  t h i s  c o n t r a c t  f o r  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  a t  t h i s  t i m e .

S i n c e r e l y ,

E

G o v e r n o r



Chairman

C h a i r m a n  r e c o m m e n d a t i o n
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Mr. President 

The Committee on f i n a n c e considered CRi-ITt

royalty oil contracts and approving the sale of royalty oil by 
the State of Alaska to the Tesoro Alaska petroleum Company; efd.

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

do pass

do pass with attached amendment(s)

replace with/or adopt J ^ C S  fory 
new title
same title and recommends

and attached a "LETTER OF INTENT" 

reports it back without recommendation 

recommends referral to

[ ] NEW FISCAL NOTE,
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IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 320 (Finance) 

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION

A  BILL

For an Act entitled: "An Ac t  relating to royalty oil contracts and approv-

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

* Section 1. The "Agreement for the Sale and Purchase of Cook Inlet 

Royalty Oil between the State of Alaska and Tesoro Alaska Petroleum Com­

pany," dated December 9, 1983, is hereby approved and ratified.

* Sec. 2. AS 38.05.183 is amended by adding a n e w  subsection to read:

(f) The commissioner may not enter into a contract for the sale 

of royalty oil unless the contract provides that any material amend­

ment to the contract that appreciably reduces the consideration r e­

ceived by the state requires prior approval of the legislature.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

ing the sale of royalty oil by the State of Alaska to 

the Tesoro Alaska P e t roleum Company; and providing 

for. an effective date."

- 1 S C S  C S H B  3 2 0 ( F i n )




