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F e b r u a r y  10, 1986

T h e  H o n o r a b l e  D o n  B e n n e t t  

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. 0. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  B e n n e t t :

U n d e r  t h e  a u t h o r i t y  o f  ar t .  Ill, sec. 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  t h a t  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 ,  P e t r o  S t a r ,  Inc. a n d  C h e v r o n  U . S . A . ,  Inc. f o r  t h e  
s a l e  o f  K u p a r u k  R i v e r  r o y a l t y  oi l .  A l s o  t r a n s m i t t e d  w i t h  
t h i s  b i l l  i s  a c o p y  o f  t h e  r e s o l u t i o n  o f  t h e  A l a s k a  R o y a l t y  
O i l  a n d  G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  r e c o m m e n d i n g  a p p r o v a l  

o f  t h a t  c o n t r a c t ,  a l o n g  w i t h  a l e t t e r  f r o m  t h e  D e p a r t m e n t  o f  
L a w  f o r w a r d i n g  t h e  r e s o l u t i o n  t o  y o u .  T h i s  r e s o l u t i o n  is 
b e i n g  t r a n s m i t t e d  i n  a c c o r d a n c e  w i t h  A S  3 8 . 0 6 . 0 4 0 ( a ) ( 3 )  a n d  

A S  3 8 . 0 6 . 0 7 0 ( c ) .

T h e  c o n t r a c t  is a l s o  d e s c r i b e d  i n  t h e  f i n d i n g s  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  D e c e m b e r  9, 198 5 .  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 .

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

S e c o n d ,  t h i s  l e g i s l a t i o n  w o u l d  r a t i f y  t h e  r o y a l t y  o i l  c o n ­
t r a c t .  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 ,  
t h e  s t a t u t e s  p r o v i d e  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  a 
r o y a l t y  o i l  c o n t r a c t  o n l y  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  a l s o  r e f e r  t o  a R o y a l t y  B o a r d  r e c o m ­
m e n d a t i o n  t o  b e  s u b m i t t e d  t o  t h e  l e g i s l a t u r e  a t  t h e  t i m e  a 
" r e s o l u t i o n  a p p r o v i n g  t h e  p r o p o s e d  s a l e  ... 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 "  (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  b y  e n a c t m e n t  o f  l e g i s l a t i o n  is r e q u i r e d  as 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  t h a t  i t  i s  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 .

S i n c e r e l y ,

B i l l  S h e f f i e l d
G o v e r n o r
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D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL

J a n u a r y  14, 1 9 8 6

R E P L Y  T O :

^ 1 0 3 1  W  4th A  V E N U E  
S U I T E  200
A N C H O R A G E ,  A L A S K A  9 9 501 
P H O N E :  (907) 276-3550

□  1st N A T IO N A L  C E N T E R  
10 0  C U S H M A N  S T .
S U I T E  400
F A IR B A N K S , A L A S K A  99701 
P H O N E :  (907) 4 52 -1568

□  P O U C H  K  - S T A T E  C A P IT O L  
J U N E A U , A L A S K A  9 9 8 1 1  
P H O N E :  (907) 465-3600

BILL SHEFFIELD, GOVERNOR

T h e  H o n o r a b l e  D o n  B e n n e t t  
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  S e n a t e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

R e f e r e n c e :  " A n  A c t  R e l a t i n g  t o  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  f r o m  t h e  K u p a r u k  U n i 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  P e t r o  S t a r ,  Inc. a n d  C h e v r o n  U . S . A .  Inc.

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

I n  a c c o r d a n c e  w i t h  A S  3 8 . 0 6 . 0 4 0 ( a ) ( 3 ) ,  I a m  f o r w a r d i n g  f o r  
y o u r  c o n s i d e r a t i o n  t h e  r e s o l u t i o n  o f  t h e  A l a s k a  R o y a l t y  O i l  a n d  G a s  
D e v e l o p m e n t  A d v i s o r y  B o a r d  w h i c h  r e c o m m e n d s  t h a t  t h e  l e g i s l a t u r e  
a p p r o v e  t h e  r e f e r e n c e d  s a l e  o f  r o y a l t y  o i l  t o  P e t r o  S t a r  a n d  C h e v r o n  
U . S . A .

I f  w e  c a n  b e  o f  f u r t h e r  s e r v i c e ,  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 ,

H A R O L D  M. B R O W N  
A T T O R N E Y  G E N E R A L  y

By: f r / M i l k s '
A n n  E. P r e z y n a  (J 

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 E P / m a

0 3 .C 5 L H
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T h e  A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t

. . .  _ Anchorage. Aiaskp
R e s o l u t i o n  8 5 - 2

O n  o r  a b o u t  O c t o b e r  23, 1 9 8 5 ,  t h e  d i r e c t o r  o f  t h e  d i v i s i o n
o f  o i l  a n d  g a s  ( " d i r e c t o r " )  p r o v i d e d  t h e  A l a s k a  R o y a l t y  O i l  a n d  
G a s  D e v e l o p m e n t  A d v i s o r y  B o a r d  w i t h  t h e  p r e l i m i n a r y  n o t i c e  o f  
s a l e ,  p r e l i m i n a r y  f i n d i n g s ,  a n d  p r o p o s e d  c o n t r a c t  f o r  a l o n g - t e r m  
s a l e  o f  u p  t o  a b o u t  6 5 0 0  b a r r e l s  p e r  d a y  o f  K u p a r u k  R i v e r  U n i t  
r o y a l t y  o i l  t o  P e t r o s t a r ,  Inc. a n d  C h e v r o n  U . S . A .  Inc.

T h i s  p r o p o s e d  s a l e  h a 3  b e e n  d i s c u s s e d  a t  s e v e r a l  p u b l i c  
m e e t i n g s  h e l d  b y  t h e  b o a r d  d u r i n g  1 9 8 5 .  A t  t h e  F e b r u a r y  20 

m e e t i n g ,  P e t r o s t a r  r e p r e s e n t a t i v e s  t e s t i f i e d  i n  s u p p o r t  o f  a 

r o y a l t y  o i l  s a l e .  O n  M a r c h  26, s t a f f  o f  t h e  A l a s k a  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  (DNR) r e p o r t e d  t o  t h e  b o a r d  o n  t h e  s t a t . "  o f  a 
s o l i c i t a t i o n  f o r  p u r c h a s e r s  o f  s t a t e  r o y a l t y  o i l .  A t  t h e  A p r i l  
12 m e e t i n g ,  D N R  p r e s e n t e d  a s t a t u s  r e p o r t  o n  t h e  s o l i c i t a t i o n ,  
w h i c h  w a s  r e l e a s e d  A p r i l  1. O n  J u l y  25, D N R  p r e s e n t e d  t o  t h e  
b o a r d  a r e c a p i t u l a t i o n  o f  t h e  r e s p o n s e s  t o  t h e  s o l i c i t a t i o n .  A t  
t h e  m e e t i n g s  o f  t h e  b o a r d  h e l d  S e p t e m b e r  2 6 - 2 7  a n d  O c t o b e r  7, t h e  

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

r o y a l t y  o i l  t o  P e t r o s t a r  a n d  C h e v r o n .  O n  O c t o b e r  30, t h e  
d i r e c t o r  m a d e  a p r e s e n t a t i o n  t o  t h e  b o a r d  o n  t h e  
P e t r o s t a r - C h e v r o n  c o n t r a c t  p r o p o s e d  i n  D N R ' s  O c t o b e r  23 

p r e l i m i n a r y  f i n d i n g s ;  t h e  b o a r d  a l s o  r e c e i v e d  p u b l i c  t e s t i m o n y  o n  
t h e  p r o p o s e d  c o n t r a c t .  T h e  l a s t  t w o  m e e t i n g s  w e r e  h e l d  b y  
t e l e c o n f e r e n c e  i n  A n c h o r a g e ,  F a i r b a n k s ,  V a l d e z ,  a n d  J u n e a u .

D N R ' s  f i n a l  f i n d i n g s  o n  t h e  p r o p o s e d  s a l e  a n d  t h e  c o n t r a c t  

w e r e  s e n t  t o  t h e  b o a r d  o n  D e c e m b e r  9, 198 5 .  O n  D e c e m b e r  19, t h e  
b o a r d  m e t  t o  d e v e l o p  a n d  ■"’a t e  o n  i t s  r e c o m m e n d a t i o n s  t o  t h e  

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

B a s e d  o n  t h e  b o a r d ' s  r e v i e w  o f  t h e  a g r e e m e n t  f o r  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  b e t w e e n  t h e  S t a t e  o f  A 1 a s k a  a n d  
P e t r o s t a r  a n d  C h e v r o n ,  D N R ' s  f i n d i n g s  a n d  d e t e r m i n a t i o n s  

r e g a r d i n g  t h e  p r o p o s e d  s a l e ,  a n d  t h e  t e s t i m o n y  r e c e i v e d , a t  p u b l i c  
m e e t i n g s  of t h e  b o a r d ,  t h e  b o a r d  is o f  t h e  o p i n i o n  t h a t  t h e  
p r o p o s e d  d i s p o s i t i o n  o f  K u p a r u k  R i v e r  U n i t  r o y a l t y  o i l  to 
P e t r o s t a r  a n d  C h e v r o n  m e e t s  t h e  r e q u i r e m e n t s  o f  A S  3 8 . 0 6  a n d  3 
A A C  56. T h e  b o a r d  r e c o m m e n d s  t h a t  t h e  F i f t e e n t h  A l a s k a  

L e g i s l a t u r e  a p p r o v e  t h e  a g r e e m e n t  f o r  t h e  s a l e  a n d  p u r c h a s e  of 
r o y a l t y  o i l  f r o m  t h e  K u p a r u k  R i v e r  U n i t  t o  P e t r o s t a r  a n d  C h e v r o n ,  

d a t e d  D e c e m b e r  1 9 8 5 .

D a t e d :  D e c e m b e r / 9 ,  19135



STATE OF A LA SK A  1986 LE G ISLA TIV E  SESSION
FISC A L  N OTE

R E Q U E S T

Bill/Resolution N o .: 3 7 7 - 0 9 4 - 8 6  *5 /ff 3  f /3
Title : An ac t approving the sa le  ox ~ ~

ro y a lty  o i l  to  Pe tro  S ta r

Sponsor: Governor
Requestor t Governor

Date of Request:, 1 / 2 9 / 8 6

F IS C A L  D ET A IL
Revision Date: 1-31-86

Agency Affected: N atu ra l Resources 
’ BRU : Pe tro leu m Management _ ,

Components : - Petroleum  Management

EX PEN D IT U R ES/R EV EN U ES  : (Thousands of Dollars)

OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND Sc STRUCTURES
GRANTS, CLAIMS I
MISCELLANEOUS

TOTAL OPERATING A 0 0 0 0 0

CAPITAL

R E V E N U E

FUNDING : (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL 0 0 0 0 u u

POSIT IONS :

FULL-TIME 0 0 0 0 j 0 0

PART-TIME I
TEMPORARY .... L. .
ANALYSIS ; Attach a separate page if necessary

The co n trac t w i l l  r e s u lt  in  rou tine  b i l l i n g  and accounting functions which can 

be absorbed in  the e x is t in g  operation .

Prepaiedby: _________ p <~.h v o n r a n t ------------------------------ . -------- Phnn» • 4 6 5 - 2 4 2 4
D iv is ion : Manngement- D ate : 1 - 3 1 - 8 6

Approved by Commissioner: D  Date: _ ^ i l J L -
Agency! HaHiral Rpsn'irrps

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget l  10/2V85
Impacted Agency(ies) page o f-------- -
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:
REQ UEST
Bill/Resolution N o . : 3 3  -5
Title: An Act app r o v i n g  tne sale of

r o yalty oil to ^etro Star and Chevron 

~‘" O T 7 C ~ ' "-------- '
Sponsor: Rules Committee at tne request

FISCAL DETAIL
Agency Affected: 

B R U : __________

ftevenut

R e q u e s t o r of the G o v e r n o r  

Date of Request: 1/28/86

Components :
o p e r a t i n g

E X P E N D I T U R E S / R E V E N U E S (Thousands of Dollars)

OPERATING FY 86 FY 87 FY 88 FY 89 F Y  90 F Y  91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

T O T A L  OPERATING -0- -0- -0- -0- -0-

C A P I T A L

R E V E N U E

F U N D I N G  : (Thousands of Dollars)

GENERALFUND 
FEDERALFUNDS 
OTHER 
TOTAL

-0- -0- -0- -6- -d-

-n- -n- .......... _-jL  .. -0- -0-

P O S I T I O N S  :

FULL-TIME
PART-TIME
TEMPORARY

A N A L Y S I S  : Attach a separate page if necessary

Prepared b y : ---------------- i l ----------------------4-----------------  Phone :,

Division : ____________V  '  f\ \ / ._______  Date: _

/ N  H i  A . . A  \ l \ M U l  t  1/28/86
; l,H.- LL W W U , -  D a * :

Distribution (by Agency preparing fiscal/Tiotep 

Legislative Finance 1—

Legislatr : Sponsor 

Requestor

Office of Management and Budget „
Impacted Agency(ies) page______ o f   10/25/85
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CHRONOLOGY OF WRITTEN AND ORAL REPRESENTATIONS BY VALDEZ REFINING, INC. REPRESENTATIVE

1 FEEDSTOCK SOURCE PRICE OFFEREO MARKETS START UP DATE ANCILLARV BENEFITS OFFERED

■ Alaska Royalty Oil. 'Average wellhead price of royalty 
oil In any market or markets, plus 
a reasonable premium (in addition 
to the field cost allowance).*

‘Various locations throughout 
the state • prlaiarlly southeast.*

October, 1985. Price competition.

Foster petrochialcal devalopaent. 

Develop aarttlae Industry.
Develop aarltlae support industry. 
Eaployaent.

Dock and product 
free aunicipal b

Refinery - ’horr 
the Coapany.*
Vessels - *borm 
Transporatlon Ct

‘Ho discussion with M.S. producers 
or Alyeska regarding crude purchases.*

Pacific Kia. a_*.

....

'Arranged for u| 
Industrial Revei

petroieua facil
NOTE: Accordin 
Industrial Reve 
and would be de

’

Additional user fees for the petroleun 
products terminal use.

"The deployment 
Transportation 
fora of a long- 
needs of the Co 
Transportation 
operating the \

■Refinery will 
(either throug 
an assignment 
as by Hr. O'Ha
“The coapany i 
performance bi 
a list of add 
■ reouinoents, 1 
bond covering 
and unnecessa 
to ’...reservi 
aspect at a 1
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