


FOR C S H B ^ l  

J a n u a r y  19, 1984

T h e  H ouse R e s o u r c e s  C o m m i t t e e  has 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  for 

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

A g r e e m e n t  m u s t  be a p p r o v e d  b y  the 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  of AS 

38.06.055(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  of n a t u r a l  r e s o u r c e s  ma y  

no t  e n t e r  int o  a sale, e x c h a n g e , or o t h e r  d i s p o s i t i o n  of oi l  or gas or of the 

ri g h t s  o r  w a i v e r  o f  the r i g h t s  to r e c e i v e  f u t u r e  p r o d u c t i o n  of r o y a l t y  oil o r  

ga s  u n d e r  AS  3 8 . 0 5 . 1 8 3  w i t h o u t  the p r i o r  a p p r o v a l  of the l e g i s l a t ur e . "

S e c t i o n  19.1 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  the A g r e e m e n t  m a y  be 

"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  at an y  time, b u t  o n l y  by 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  by the 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  any 

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  to thi s section, the C o m m i s s i o n e r  

w o u l d  be a c t i n g  on b e h a l f  of th e  S t at e  o f  A l a s k a  as o n e  of the pa r t i e s  to the 

Agree 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  that  a s u p p le m e n t ,  a me n d m e n t ,  o r  m o d i f i c a t i o n  

of the 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, exc h a n ge ,  o r  o t h e r  d i s p o s i t i o n "  

w i t h i n  the m e a n i n g  of 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  tha t  

p u r s u a n t  to S e c t i o n  20.1 o f  t h e  A g r e e m e n t ,  the C o m m i s s i o n e r  has the right to 

"grant" (consent to) an a s s i g n m e n t  of t he  A g r e e m e n t .

It is the in t e nt  of the C o m m i t t e e  t h a t  it be u n d e r s t o o d  t h a t  a p p r o v a l  of 

C S H B  271 d o e s  not 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 le m e n t ,  a m e n d m e n t  or 

m o d i f i c a t i o n  or any a s s i g n m e n t  t h a t  w o u l d  be a f u r t h e r  "sale, disp o s i ti o n ,  

e x c h a n g e ,  or  o t h e r  d i s p o s i t i o n "  w i t h i n  the m e a n i n g  of AS 38.06.055(a) and 

th a t  i t ' i s  e x p e c t e d  tha t  any  s uch a c t i o n  by the C o m m i s s i o n e r  m u s t  first be 

p r e c e d e d  by c o m p l i a n c e  w i t h  th e p r o c e d u r e s  for o b t a i n i n g  the p r i o r  a pp r o v a l  

of the legislature.
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T h e  H o n o r a b l e  J o e  L. H ayes 
S p e a k e r  of the 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  99811 

D e a r  Mr. S p e a k e r :

U n d e r  the a u t h o r i t y  c*. art. Ill, sec. 18, of the 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  for 
l e g i s l a t i v e  a p p r o v a l  of 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  the 
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  for the s a l e  of 
P r u d h o e  Bay r o y a l t y  oil.

T h i s  c o n t r a c t  is d e s c r i b e d  in the 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  of R o y a l t y  Oil, 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  by the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  on 
M a r c h  16, 1983. C o p i e s  o f  these 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  to the l e g i s l a t u r e  a n d  the p u b l i c  for review.

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  for l e g i s l a t i v e  a p p r o v a l  
for two rea s o n s .  First, a l t h o u g h  t h i s  a n d  the 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  the p o s i t i o n  that 
the s t a t u t o r y  r e q u i r e m e n t  of 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  oil 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 ) ,  
as a m a t t e r  o f  c o m i t y  I r e s p e c t  the l e g i s l a t u r e ' s  d e s i r e  
to h a v e  a d i r e c t  v o i c e  in m a j o r  d i s p o s a l s  of  r o y a l t y  oil. 
T h e r e f o r e ,  this 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  by the l e g i s l a t u r e  b e f o r e  it b e c o m e s  e f f e c t i v e .  
S e c ond, this b i l l  w o u l d  r a t i f y  che a g r e e m e n t  for the sa l e  
o f  oil. 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  that m a y  h a v e  o c c u r r e d  in the p r o c e s s  of  e n t e r i n g  
i n t o  this 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  that all n e c e s s a r y  s t e p s  h a v e  b e e n  
t aken, the 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  the d i s p o s a l  
o f  r o y a l t y  oil 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 oals, b o t h  p r o c e d u r a l  and s u b s t a n t i v e .  For e x a m p l e ,  e v e n  
if 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 ,  the p r e s e n t  s t a t u t e s  p r o v i d e ,  o n  the o n e  
hand, th a t  the l e g i s l a t u r e  is to a p p r o v e  the c o n t r a c t  by 
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 ) ) ,  but, o n  the o t h e r



ut ion t or l e g i s l a t i v e  ipprovul it .» p r o p o s e d  
d i s p o s i t i o n  ot r o y a l t y  oil a n d  g a s  is 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 "  { A S  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 o 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 ,

Bi l l  S h e f f i e l d  
G o v e r n o r
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