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C O M M I T T E E  R E P O R T  
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FURTHER:

5/3/84 D a t e

M r. P r e s i d e n t  

T h e  C o m m it t e e  o n FINANCE c o n s i d e r e d  CSHB 3 7 1 ( F in fo

r o y a l t y  oil c o n t r a c t s  a n d  a p p r o v i n g  the eale o f  P r u d h o e  B a y  r o y al ty  
oil b y  the S tate 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  Company;

a n d '  * ( a  m a j o r i t y  o f  t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e )  r e p o r t s  i t  b a c k  w i t h  
t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :

d o  p a s s ^

[ ] d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

[ ] r e p l a c e  w i t h / o r  a d o p t  CS f o r  _____________________________________________________
[ ] n ew  t i t l e
[ j sam e t i t l e  a n d  r e c o m m e n d s  ____________________________________________________________

[-j------an/L-attflPhpd "T.F.T7 F.P D F  TNTEMHlil

[ ] r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e c o m m e n d s  r e f e r r a l  t o  ________________________________
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O f f e r e d :  1 / 2 7 / 8 4
R e f e r r e d :  R u l e s

O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

1 I N  T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 3 71 ( Fi n a n c e )

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  - S E C O N D  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  r e l a t i n g  to r o y a l t y  oil c o n t r a c t s  a n d  a p p r o v -

7 i n g  t he  s al 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

8 o f  A l a s k a  to t he  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

9 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 . "

10 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  O F  T H E  S T A T E  O F  A L A S K A :

11 *  S e c t i o n  1. V h e  " A g r e e m e n t  f or  t h e  S a l e  a n d  P u r c h a s e  o f  R o y a l t y  O i l

12 b e t w e e n  t he  S t a t e  of 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 , "  d a t e d

13 D e c e m b e r  9, 1983, f o r  the s a l e  of P r u d h o e  B a y  r o y a l t y  o il, is h e r e b y  a p p r o v

14 e d  a nd  r a t i f i e d .

15 *  Sec. 2. A S  3 8 . 0 5 . 1 8 3  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r ea d:

16 (f) T h e  c o m m i s s i o n e r  m a y  n o t  e n t e r  i n t o  a c o n t r a c t  f o r  t he  s a l e

17 of r o y a l t y  o il  u n l e s s  t he  c o n t r a c t  p r o v i d e s  t ha t  a n y  m a t e r i a l  a m e n d -

18 m e n t  to t h e  c o n t r a c t  t h a t  a p p r e c i a b l y  r e d u c e s  the c o n s i d e r a t i o n  r e c e i v

19 e d  b y  t he  s t a t e  r e q u i r e s  p r i o r  a p p r o v a l  of the l e g i s l a t u r e .

20 *  Sec. 3. 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  i n  a c c o r d a n c e  w i t h  A S  0 1. -

21 1 0 . 0 7 0 ( c ) .

-1- C S H B  3 7 1 ( F i n )



L E T T E R  O F  I N T E N T  

F O R  C S H B  ̂ 7 1  

J a n u a r y  1 9 ,  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  ^ 7 1 ,  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  t h 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  t h e  s a l e  o f  a  p o r t i o n  o f  A l a s k a ' s  r o y a l t y  o i l .  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  t h e  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  " t h e  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  s a l e ,  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  o r  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  1 9 . 1  o f  t h e  A g r e e m e n t  p r o v i d e s  t h a t  t h e  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 i m e ,  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  t o  t h i s  A g r e e m e n t . "  I n  m a k i n g  a n y  

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

o f  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  " s a l e ,  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  A S  3 8 . 0 6 . 0 5 5 ( a ) .  T h e  C o m m i t t e e  i s  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  t o  S e c t i o n  2 0 . 1  o f  t h e  A g r e e m e n t ,  t h e  C o m m i s s i o n e r  h a s  t h e  r i g h t  t o  

" g r a n t "  ( c o n s e n t  to) a n  a s s i g n m e n t  o f  t h e  A g r e e m e n t .

I t  i s  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  i t  b e  u n d e r s t o o d  t h a t  a p p r o v a l  o f  

C S H B  2 7 1  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  s u 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  a n 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  " s a l e ,  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  A S  3 8 . 0 6 . 0 5 5 ( a )  a n d  

t h a t  i t ' i s  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  t h e  C o m m i s s i o n e r  m u s t  f i r s t  b e  

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  f o 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  

o f  t h e  l e g i s l a t u r e .

C L r , . Q X J
R e p r e s e n t a t i v e  J o h n ^ R i n g s t a d  

£ x 5 - C h a i r m h n , i R e s o u r c e  C o m m i t t e e

t/o

R e p r e s e n t a t i v e  D i c k  S h u l t  

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

■‘J
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  

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  C h a r l i e  B\issell 

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  

M e m b g r v ) 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  J o h n  L i s k a  

fsour c e ' S o m m i  1 1  e e

^ r e s e n t a t i v ^ 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



REQUEST
B'WVftesolu' Ion No.sC S h b  3 1 l[ p 'U  
Title: sale of P r u s r o e  Bav 
r o v a i t v  oil to T e s o r o

\ FISCAL 
l(Ff;A 0  Agency

DETAIL 
A f f e c t e d :^___  ̂   N a t u r a l  P.eRn i '^ ^ o c

P r o g r a m  C a t e g o r y  AfT£Ctea:_

R ul es  C o m m i t t e eS p o n s o r ^ ________________

Requestor; G o v e r n o r

M a n a g e m e n t  o f  E n e r g y  R eso i ;-— ° e  
BRU, Program o r  Suoprogram^sj Atte 'ctea : 

O i l  a n d  G a s  M anagem ent-_____________
Date of Request: 4-19-83

EXPENDITURES/REVENUES: (Thousands of
■ FY 6T FY 85 “r n r " " r r 5 7 ~ j " f Y 88‘" fY 89

OPERATING
100 PER50NAL SERVICES
200 TRAVEL
300 CONTRACTUAL
W O  SUPPLIES
500 EQUIPMENT
£00 LUC A STRUCTURES
700 CRANTS, CLAIRS
800 MISCELLANEOUS
TOTAL OPERATING” - 0 - - 0 - - 0 - - 0 - -0- -n- '

I CAPITAL I — n- i -n- 1011011c1 - 0- _•

Ic REVENUE I

FUNDING: (Thousands of Pol ars)
GENERAL FUND 
FEDERAL FUNOS 
OTHER 
TOTAL

-

- 0 - -0- -0- - 0- 1c1

•

1c1

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Phone: 465-2400 
Date: 1 - 1 2 -gq

Approved by Conmissioner: tyKW- ^ Date:
Agency: D e p a r t m e n t  ot N a t u r a l  R e s o u r c e s

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(1es) 12/1/22

ANALYSIS: Attach a-separate page fo^analysis

Prepared  By: S h a r o n  L .  B a r t d n f ? __________
Division: C o m m i s s i o n e r 4 s t C i r i c e



BILL S H E F F I E L D , # 0 ?  7 /

S t a t e  o f  A l a s k a

OFFICE OF THE GO VE R N O R  

J u n e a u

A p r i l  1 9 ,  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 se  
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 .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am 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 om pany f o r  t h e  s a l e  o f  
P r u d h o e  E ay  r o y a l t y  o i 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 rc h  1 6 ,  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 ade
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  tw 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  i s  u n c o n s t i t u t i o n a l  (AG 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  may 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  we 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  i s  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  
[ s i c  ] 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
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STATE G," .iLtSKA. 1

J

(i.^vision Pare:

REQUEST
til 1/Resolution Ko . : C 5 hb  371 I F ? U  
Title: s a l e  o f  P r u c n o e  Bav '

r o v a i t v  o i l  t o  T e s o r o  
Sponsor; R u l e s  C o m m it t e e "
Requestor: G o v e r n o r ___________
Date of Request: 4-19-83______

\ FISCAL 
F/A/J Agency

PET M L
Attected: N a t u r a l  R e y n r ^ a c

Program Category' AffectEfl:_
M a n a g e m e n t  o f  E n e r g y  RP e o ,,r ,.~Ĵ r~

feP.LS Program or Suoprogram^sj ATtectea:"
O i l  a n d  G a s  M a n a g e m e n t ____________

FY "84" " T T 5 3 " i n r " FY'fl/“ 1 Y 88 FV 89

OPERATING
100 PERSONAL SERVICES
200 TRAVEL ■

300 CONTRACTUAL
*00 SUPPLIES
300 EQUIPMENT
600 UUO & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS
“TOTAL OPERATING" - 0 ~ -0- -0- -0- -n_ -n- "

I CAPITAL 1 - 0 - 1 -n- , , 1. -n- l - o - 1 -0- 1 -n- •

REVENUE

FUNDING: (Thousands of Doll ars) *

GENERAL RIM) 1

FEDERAL FUNDS 1

OTHER 1

TOTAL -li­ -o- -0- -0- 1ciIc1

FULL-TIHE
PART-TIME
TEMPORARY

1
1

I

SOURCE OF FUNOS TO OFFSET FISCAL IMPACT OF BILL:

*«U
•„\t

ANALYSIS: Attach a-separate page foj^analysis

Prepared By:  S h a r o n  L. Bartanl?
Division: C o m m i s s i o n e r 4 s  L G i r i c e

Phone: 465-2400
Date: 1-12-rQ

Approved by Commissioner: tyWrn/- 1> Oate: iJiiffii
Agency: D e p a r t m e n t  ot N a t u r a l  R e s o u r c e s

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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D E P A R T M E N T  OF L A W
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B  P O U C H  K  - S T A T E  C A P I T O L  
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P H O N E :  (907) 465-3600

Re: T e s o r o  R o y a l t y  Oil C o n t r a c t

D e a r  R e p r e s e n t a t i v e  Cowdry:

This lett er  is in r e s p o n s e  to y o u r  r e q u e s t  f o r  an 
e x p l a n a t i o n  of the d i f f e r e n c e  b e t w e e n  (1) the l e g i s l a t u r e  
c o n d i t i o n a l l y  a p p r o v i n g  a c o n t ra ct  t h r o u g h  a m e n d i n g  the a p p r o v a l  
b i l l s  to a t t a c h  a c o n d i t i o n  that m u s t  b e  s a t i s f i e d  b e f o r e  the 
c o n t r a c t  b e c o m e s  effective, w h i c h  b o t h  w e  and the legal d i v i s i o n  
of the l e g i s l a t i v e  affairs o f f i c e  ag re e casts serious d o u bt  u p o n  
the a p p r o v a l  of the contract; a nd (2) the a d m i n i s t r a t i o n  a m e n d i n g  
the c o n t r a c t s  p r i o r  to fi na l l eg is l a t i v e  approval. As w i t h  the 
local h i r e  amendment, w h i c h  was s i g n e d  p r io r to the h e a r i n g s  in 
H o u s e  Finance, a n d  the p r o p o s e d  "C ha r te r"  amendment, w h i c h  was 
s i g n e d  o n  M a y  29 p r i o r  to its h e a r i n g  in Senate Finance, 
a m e n d m e n t s  a g r e e d  to b y  t he parties p r i o r  to final l e g i s l a t i v e  
a p p r o v a l  b e c o m e  l e g i t i m a t e  parts of the contract.

W h e t h e r  l e g i s l a t i v e  a p p r o v a l  is s e e n  as a m a t t e r  of 
c o n t r a c t  or as a m a t t e r  of s t a t u t o r y  law (which the A t t o r n e y  
GenL.* i's O f f i c e  b e l i e v e s  is u n c o n s t i t u t i o n a l ) ,  l e g i s l a t i v e  
a p p r o v a l  m u s t  be un co n d i t i o n a l .  This is due to the ru le  tha t a 
c o n d i t i o n a l  a p p r o v a l  cons ti tu te s a r e j e c t i o n  of the c o n t r a c t  as 
p re se n t e d .  There fo re , if the l eg is l a t u r e  a t t e m p t e d  to c o n d i t i o n  
its a p p r o v a l  u p o n  the o c c u r r e n c e  of some ev en t still to o c c u r  
(i.e., b y  a m e n d i n g  the a g r e e m e n t  to a t t a c h  a n e w  provision), the 
l e g i s l a t u r e  w o u l d  b e  r e j e c t i n g  the con tr ac t as it was p r e s e n t e d  
to that legislature.

O n  the o t h e r  hand, the c o n t r a c t  can b e  a m e n d e d  b y .the 
p a r t i e s  (here the a d m i n i s t r a t i o n  and T e s o r o ) , as long as that 
a m e n d e d  c o n t r a c t  w a s  a p p r o v e d  b y  b o t h  the H o u s e  and the Senate. 
Thus, e v e n  t h o u g h  the " C h a r t e r "  a m e n d m e n t  does n o t  g iv e r i s e  to 
a d i f f e r e n t  bill, the b i l l  w o u l d  still h a v e  to go b a c k  to the 
H o u s e  f or c o n c u r r e n c e  b e c a u s e  there w a s  a m a t e r i a l  change in the 
a g r e e m e n t  a f t e r  the H o u s e  h a d  a l r e a d y  g i v e n  its approval. In 
o t he r w o rd s,  the H o u s e  h a d  a p p r o v e d  a di ff e re nt  contract, and n o w
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n e e d s  t o  a p p r o v e  t h e  a m e n d e d  c o n t r a c t .  O n c e  t h e  H o u s e  c o n c u r s  i n  
t h e  a m e n d e d  c o n t r a c t ,  h o w e v e r ,  t h e n  b o t h  t h e  H o u s e  a n d  t h e  S e n a t e  
h a v e  a p p r o v e d  t h a t  a m e n d e d  c o n t r a c t  b y  l e g i s l a t i o n ,  a n d  b o t h  t h e  
c o n t r a c t u a l  a n d  • s t a t u t o r y  r e q u i r e m e n t s  n e c e s s a r y  t o  e f f e c t u a t e  
t h e  a g r e e m e n t  h a v e  b e e n  s a t i s f i e d .

T h e r e f o r e ,  i n  o n e  i n s t a n c e  t h e  l e g i s l a t u r e  b y  
c o n d i t i o n a l l y  • a c c e p t i n g  t h e  c o n t r a c t  i s  a l s o  c o n d i t i o n a l l y  
r e j e c t i n g  a  c o n t r a c t ,  a n d  t h u s  n o  a p p r o v a l  h a s  o c c u r r e d .  I n  t h e  
o t h e r  i n s t a n c e ,  t h e  p a r t i e s  b y  a m e n d in g  t h e  c o n t r a c t  h a v e  e n t e r e d  
i n t o  a  d i f f e r e n t  a g r e e m e n t .  B u t  i f  t h a t  d i f f e r e n t  a g r e e m e n t  i s  
a p p r o v e d  b y  b o t h  t h e  H o u s e  a n d  t h e  S e n a t e ,  t h e n  t h e  r e q u i s i t e  
a p p r o v a l s  h a v e  o c c u r r e d  a n d  t h e  a g r e e m e n t  b e c o m e s  e f f e c t i v e  u p o n  
s i g n a t u r e  o f  t h e  b i l l  b y  t h e  g o v e r n o r .  T h e r e f o r e  t h e  p a r t i e s  t o  
t h e  a g r e e m e n t  c a n  m a t e r i a l l y  am end t h e  c o n t r a c t  a s  l o n g  a s  t h o s e  
am en d m en ts  a r e  c o n c u r r e d  i n  b y  b o t h  h o u s e s  b y  a c t i o n  t a k e n  a f t e r  
t h e  a m en d m en t o f  t h e  c o n t r a c t .

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  d o  n o t  h e s i t a t e  t o
c a l l .

S i n c e r e l y ,  •

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

B y :  --------
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  G e n e r a l



A m e n d m e n t  to the A g r e e m e n t  for the S a l e  and P u r c h a s e  of R o ya lt y 
Oil b e t w e e n  the S t a t e  of A l a s k a  and T e s o r o  A l a s k a  P e t r o l e u m  
C o mp an y (for the sale of P r u d h o e  Bay P>.oyalty Oil) , dated 
D e c e m b e r  9, 1983:

(a) In o r d e r  to induce S e l l e r  to en te r into this
A g r e e m e n t  and  to p e r f o r m  its r e s p e c t i v e  o b l i g a t i o n s  f r o m  time to 
time hereunder, P u r c h a s e r  r e p r e s e n t s  a n d  w a r r a n t s  to S e l l e r  that, 
as of the e x p e c t e d  dates of d e l iv er y of r o y a l t y  oil u n d e r  this 
A greement, n o  person(s) or e n t i t y  that c o n t r o l l e d  the C h a rt er  
C o m p an y as o f  Jul y 1, 1981 (including, b u t  n o t  l i m i te d to, Mr. 
R a y m o n d  K. Mason) (collectively, t o g e t h e r  w i t h  the C h a rt er  
Company, "Charter"), n o r  a ny per so n s or ent i ti es  that control, 
are c o n t r o l l e d  by, or are u n d e r  c o m m o n  contr ol  with, C h a rt er  as
of such e x p e c t e d  dates of d e l i v e r y  w i l l  o w n  or h o l d  any
b e n e f i c i a l  equi ty  or o w n e rs hi p i n t e r e s t  in P u r c h a s e r  that was 
a c q u i r e d  through a t r a n s a c t i o n  that i n c l u d e d  P u r c h a s e r  or Tesor o 
P e t r o l e u m  C o r p o r a t i o n  as a p a rt y  a n d  did n o t  involve any publi c 
o f f er in g  as defi ne d in S e c t i o n  4(2) of the Secur it ie s A c t  of 1933 
(a " P r o h i b i t e d  Interest"). As u s e d  in this paragraph, the w o r d  
"control" a n d  its c o r re la ti ve s " c o n t r o l l i n g  and "c on trolled"
r e f e r  to the power, d i r e ct ly  or i n d i r e c t l y  (including t h r ou gh  one 
or m o r e  c on tr o l l e d  entities) to cause the d i r e c t i o n  of the 
o p er at io ns  or m a n a g e m e n t  of a n o th er  entity, w h e t h e r  through 
c ommon m anagement, m a j o r i t y  ownership, b y  c on tr a c t  or otherwise. 
It shall be a c o n d it io n p r e c e d e n t  to S eller's p e r f o r m a n c e  of its 
r e s p e c t i v e  obli g at io ns  u n d e r  this A g r e e m e n t  g e n e r a l l y  and, 
specifically, to deli ve r a n y  r o y a l t y  oil h e r e u n d e r  that the 
fo re go in g r e p r e s e n t a t i o n  and w a r r a n t y  shall b e  true, c o m p l e t e  and 
a cc ur a t e  on the date of suc h performance. Su ch  r e p r e s e n t a t i o n  
an d w a r r a n t y  shall be d e e m e d  a f f i r m e d  b y  P u r c h a s e r  in e a c h  n o t i c e  
to S e ll er  r e q u e s t i n g  d e l i ve ry  of r o y a l t y  oil a nd b y  P u r c h a s e r ' s  
a c c e p t a n c e  of each such delivery, as if m a d e  b y  P u r c h a s e r  and 
e f f e c t i v e  as of the date of each suc h n o t i c e  an d a cceptance. In 
addition, P u r c h a s e r  shall f r o m  time to time, u p o n  w r i t t e n  r e q u e s t  
f r o m  Seller, certi fy  to Seller, in a w r i t t e n  i n s t r u m e n t  s i g n e d  by 
P u r c h a s e r ' s  chief e x e c u t i v e  officer, that to the b e s t  of 
P u r c h a s e r ' s  actual knowledge, no P r o h i b i t e d  I n t e r e s t  e xists as of 
the date of such certificate.

(b) If f r o m  time to time (1) S e ll er  s ho ul d h a v e  n o t i c e  
or k n o w l e d g e  of the e x i s t e n c e  of a P r o h i b i t e d  Interest, or
(2) P u r c h a s e r  should fail to d e l i v e r  to S e ll er  the c e r t i f i c a t e  
d e s c r i b e d  in the p r e c e d i n g  p a r a g r a p h  w i t h i n  15 days a ft er  
Sel le r' s w r i t t e n  r e qu es t therefor, S e l l e r  w i l l  in e a c h  ins ta n ce  
s u s pe nd  d eliveries of r o y a l t y  oil h e r e u n d e r  b y  w r i t t e n  n o t i c e  to 
P urchaser, e f f e c ti v e as of a date set f o r t h  in s u c h  n o t i c e  b u t  
n ot later than the date seven cal en da r m o n t h s  a ft er  the date of 
su ch  notice. No su ch  s us p en s i o n  shall t e r m i na te  this A gr ee me n t,  
or e x t e n d  the ter m hereof, or ope ra te  to e x c u s e  or d i s c ha rg e  
P u r c h a s e r ' s  o b l ig at io ns  to accept and pay for d e l i v e r i e s  of



r o y a l t y  o i l  p r i o r  t o  t h e  e f f e c t i v e  d a t e  o f  s u c h  s u s p e n s i o n  o r  
a f t e r  s u c h  s u s p e n s i o n  i s  t e r m i n a t e d  b y  S e l l e r .  S e l l e r ' s  f a i l u r e  
t o  s u s p e n d ,  o r  d e l a y  i n  s u s p e n d i n g  d e l i v e r y  o f  r o y a l t y  o i l  s n a i l  
n o t  b e  d e e m e d ,  o r  o p e r a t e  a s ,  a  w a i v e r  t o  e x e r c i s e  s u c h  r - ? g h t  
s u b s e q u e n t l y  i n  t h e  sam e o r  a n y  o t h e r  i n s t a n c e .

( c )  I f ,  d u r i n g  t h e  p e n d e n c y  o f  a n y  n o t i c e  p e r i o d  w i t h  
r e s p e c t  t o  a n y  s u c h  s u s p e n s i o n  o r  d u r i n g  t h e  p e r i o d  o f  s u c h  
s u s p e n s i o n ,  P u r c h a s e r  s h a l l  c e r t i f y  t o  S e l l e r  i n  a  w r i t t e n
i n s t r u m e n t  s i g n e d  b y  P u r c h a s e r ' s  c h i e f  e x e c u t i v e  o f f i c e r  t h a t  a n y  
P r o h i b i t e d  I n t e r e s t  n o  l o n g e r  e x i s t s  a n d  p r o v i d e  a n y  e x p l a n a t o r y  
i n f o r m a t i o n  c o n f i r m i n g  s u c h  f a c t  t h a t  S e l l e r  may r e a s o n a b l y
r e q u e s t ,  S e l l e r  s h a l l  t e r m i n a t e  s u c h  n o t i c e  a n d  s u s p e n s i o n  b y  
w r i t t e n  n o t i c e  t o  P u r c h a s e r ,  e f f e c t i v e  a s  o f  a  d a t e  s e t  f o r t h  i n  
s u c h  n o t i c e  b u t  n o t  l a t e r  t h a n  t h e  d a t e  s e v e n  c a l e n d a r  m o n t h s  
a f t e r  t h e  d a t e  o f  s u c h  n o t i c e .  On a n d  a s  o f  s u c h  e f f e c t i v e  d a t e ,  
S e l l e r  s h a l l  d e l i v e r ,  a n d  P u r c h a s e r  s h a l l  a c c e p t  a n d  p a y  f o r ,
r o y a l t y  o i l  p u r s u a n t  t o  s u c h  t e r m s  a n d  c o n d i t i o n s  a s  w o u l d
o t h e r w i s e  p e r t a i n  h e r e u n d e r  a s  i f  s u c h  n o t i c e  o f  s u s p e n s i o n  a n d  
s u s p e n s i o n  h a d  n o t  o c c u r r e d .

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
Date

A t t / & n e y - / L n - F a c t
T e s o r o  A l a s k a  P e t r o l e u m  Com pany

D&te
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M r . P r e s i d e n t  

T h e  C o m m it t e e  o n RE SOUR'

r o y a l t y  o i l  c o n t r a c t s  An 
b y  t h e  S t a t e  o f  A l a s k a  k o

FURTHER:

D a t e

F I N A N C E

c o n s i d e r e d  CSHB 3 7 1 ( F i n >

a p p r o v i n g  t h e  s a l e  o f  P r u d h o e  B ay  r o y a l t y  o i l  
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 om p a n y ; e f d .

a n d  ( a  m a j o r i t y  o f  d ^  c o m m i t t e e )  ( t h e  c o m m i t t e e )  r e p o r t s  i t  b a c k  w i t h  
t h e  f o l l o w i n g  re com m e l a t i o n s :

] d o  p a ss^

d o  p a s s  w i t h  / a t t a c h e d  a m e n d m e n t ( s )

r e p l a c e  w i t i h / o r  a d o p t  CS f o r  
new  t i t l e  \J
sam e t i t l e  a n d  r e c o m m e n d s

]

a n d  a t t a c h e d  a "LETTER OF INTENT" 

r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n  

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

[ ] NEW FISCAL NOTE

C o m m it t e e

MEMBERS SIGNING 
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS

C h a ir m a n

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




