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State of Alaska Office of the Governor
MEMORANDUM Division of Policy

P.O. Box AM, Juneau, AK, 99811 
Tel. 465-3568 / Mail Stop 0164TO: S e n a t o r  C o g h i l l

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

DATE: 16 A p r i l  1987

FROM: G r e g g  E r i c k s o n
S e n i o r  E c o n o m i s tSUBJECT: S R  20, E x p o r t  o f  R o y a l t y  C r u d e  V i a  t h e  A r c t i c  O c e a n .

T h i s  r e s o l u t i o n  w o u l d  a s k  t h e  G o v e r n o r  t o  b e g i n  e x p l o r i n g  
s t e p s  n e c e s s a r y  t o  e x p o r t  A l a s k a  N o r t h  S l o p e  (ANS) c r u d e  o i l  
d i r e c t l y  f r o m  t h e  N o r t h  Slope, b y  m a r i n e  t r a n s p o r t .  T h i s  w o u l d  
" e n d - r u n "  t h e  e x p o r t  r e s t r i c t i o n s  t i e d  t o  t h e  t r a n s - A l a s k a  p i p e l i n e  
( T A P S ) , t h o u g h  it w o u l d  s t i l l  r e q u i r e  a f e d e r a l  a d m i n i s t r a t i v e  
w a i v e r .  Y o u  a s k e d  f o r  o u r  v i e w s .

S u c h  a n  e x p o r t  is an i n t r i g u i n g  idea, b u t  w e  s e e  s o m e  
p o t e n t i a l  d i f f i c u l t r i e s . I u n d e r s t a n d  t h a t  J o h n  K a t z  m a y  h a v e  
c o n c e r n s  r e g a r d i n g  t h e  e f f e c t s  o i  t h i s  typ< o f  r e s o l u t i o n  on 
e f f o r t s  t o  w i n  c o n g r e s s i o n a l  a p p r o v a l  f o r  o i l  e x p l o r a t i o n  in t h e  
A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  ( A N W R ) . He m a y  a l s o  b e  c o n c e r n e d  
w i t h  p o s s i b l e  r e p r e c u s s i o n s  on e f f o r t s  t o  e x p o r t  p r o d u c t s  r e f i n e d  
f r o m  A N S  c r u d e  at V a l d e z .  If t h e  r e a c t i o n s  o f  c o n c e r n  t > Mr. K a t z  
w e r e  t o  m a t e r i a l i z e  t h e y  c o u l d  p r o d u c e  f i s c a l  i m p a c t s  o n  t h e  stat e .  
We s u g g e s t  t h a t  y o u  c o n t a c t  J o h n  d i r e c t l y  at t h e  s t a t e ' s  
W a s h i n g t o n ,  DC o f f i c e ,  2 0 2 / 6 2 4 - 5 8 5 8 .

T h e r e  a r e  a l s o  t e c h n i c a l  i s s u e s  r e g a r d i n g  e x p o r t  o f  A N S  c r u d e  
v i a  t h e  A r c t i c  O c e a n  r o u t e .  T h e s e  i n c l u d e  t h e  r e q u i r e m e n t  f o r  
s t o r a g e  t a n k a g e  on t h e  S l ope, t h e  n e e d  f o r  o i l  t r a n s p o r t a t i o n  
f a c i l i t i e s  t o  t h e  K u p a r u k  " p o r t , "  t h e  p r e s u m a b l y  s e a s o n a l  n a t u r e  o f  
t h e  e x p o r t s ,  a n d  t h e  fact t h a t  r o u g h l y  h a l f  o f  t h e  s t a t e ' s  A N S  
c r u d e  is a l r e a d y  c o n t r a c t u a l l y  c o m m i t t e d  to i n - s t a t e  p u r c h a s e r s .

A  f u r t h e r  m a t t e r  is t h e  e f f e c t  o f  A r c t i c  O c e a n  e x p o r t s  o n  t h e  
r e v e n u e  f r o m  s e v e r a n c e  t a x  a n d  t h e  re s t  o f  t h e  s t a t e ' s  A N S  r o y a l t y .  
T h e  c r u d e  s t r e a m  t o  b e  e x p o r t e d  is n o w  f l o w i n g  t h r o u g h  T A P S .  If it 
is d i v e r t e d  a n d  n o t  r e p l a c e d  w i t h  i n c r e a s e d  o u t p u t  f r o m  o t h e r  A N S  
. o u r c e s ,  t h e  T A P s  t h r u p u t  w o u l d  d e c r e a s e .  U n d e r  t h e  t e r m s  o f  t h e  
T A P S  s e t t l e m e n t  t h e  p i p e l i n e  o w n e r s  w o u l d  t h e n  b e  e n t i t l e d  t o  r a i s e  
t h e i r  t a r i f f s .  T h i s  in t u r n  w o u l d  r e d u c e  t h e  w e l l h e a d  v a l u e  o f  the 
oil, a n d  l i k e w i s e  s t a t e  s e v e r a n c e  t a x  a n d  r o y a l t y  r e v e n u e .

cc: M a r y  H a l l o r a n
J o h n  K a t z  
J a m e s  E a son, D N R
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You may w ant to  c o n s id e r  i n s e r t i n g  th e  f o l l o w ­in g  p a r a g r a o h  to  y o u r  e x c e l l e n t  r e s o l u t i o n :
"WHEREAS th e  U n it e d  S t a t e s  D e p a rtm e n t o f  E n e rg y  in  M arch  1987 r e p o r t e d  to  th e  P r e s i d e n t  o f  th e  U n it e d  S t a t e s ,  r e s u l t s  o f  a s tu d y  c o n c lu d in g  •,. t h a t  p e r m i t t i n g  A la s k a  N o rth  S lo p e  c r u d e  o i l  e x p o r t  w ould " im p r o v e  th e  e n e r g y  s e c u r i t y  o f  .. th e  U n it e d  S t a t e s " ,  a n d ;
I n s e r t i n g  1 t h i s  p a r a g r a p h  a t  th e  b e g i n n in g  o f  th e  r e s o l u t i o n  n ay  g i v e  th e  d ocum ent a more n a t i o n a l  and i n t e r n a t i o n a l  c h a r a c t e r ,  a s  w e l l  a s  a t im e J y  c u r r e n c y .
c l a r k e
n . s .  I  b e l i e v e  t h i s  and o t h e r  i s s u e s  b e in g  d e v e lo p e d  f o r  th e  new r e v e n u e  w ork g ro u p  o f f e r  some e x c e l l e n t  in t e r i m  o p n o r t u n i t i e s . A p r p p -  a s a l  i s  in  p r o c e s s  and s h o u ld  be r e a d y  n e x t  w e e k .
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* » SENATE COMMITTEE REPORT

FIRST COMMITTEE OF REFERRALDiito o f  IN 5-DAY NOTICE ITH~UNIFORM RULE 23**F ISC A L  NOTE(S) ATTACHED * *IN ACCORDANCE WITH AS 2 A .O S .0 3 5  (see below)
FURTHER: FINANCE

4/10/87Mr. P r e s id e n t :  RESOURCES
DATE TURNED INTO OFFICE

Committee c o n s id e r e d  ^e x p o r t  o f  th e  s t a t e ' s  N o rth  S lo p e  cru d e o i l .
and recommended:[//] r e p la c e  w ith CS S v  2 - 0[ J a t t a c h e d  amendment(s) and I do passI ] do not passI ] no recommendation1 J i n d i v i d u a l  recommendationsf u r t h e r  r e f e r r a l  to

[•T'same t i t l e  [ j new t i t l e

I 1 

I J* *  Committee" ( ^ a t t a c h e d  o r [ ] adopted f i s c a l  n o t e ( s )l e t t e r  o f  i n t e n t  ado p ted  and a t t a c h e d>PtI J f i s c a l  im pact(UJ z e ro OTHER RECOMMENDATIONS

| ] Committee Backup A tta c h e d :ure/«ind recommendation



R EQ U EST : Bill Vets ion: . CSSR 20 (Res) Publish Dale: 4/20787
STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE

Revision Date:_______________________________Tide: R e la tin g  to the export o f
state's Nortih Slope crude oilSponsor: Rrnnp.r.L— , . . .   —

Agency Aflecied: O ffice of the Governor 
B r u  ; Office of Management ana mflgSt

Requestor:. Components:.
EXPENDITURES/REVENUES: (Thousands of Dollars)OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
'jUPPUES
EQUIPMENT
LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUSTOTAL OPERATINO 0 0 U U U 0

CAPITAL 0 0 0 c u u

REVENUE 0 (V 0 (5 0 0

FUNDING; (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 0 0 1 u  "  1 U 0

PO SITIO N S:FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 u 0

ANALYSIS : (Attach a separate page if necessary)
Prepared by: Senate Resources Carol t tee____________________  ^  , 465-4797

D iv ision : -----------------------  ^______________________ D a te :

Approved hy   D ate : 4/21/87Agency: _________________Distribution (by preparer Legislative Finance Legislative Sponsor RequestorCffice of Management and BudgetImpacted Agencyfies) page-------of
Soule Secretary
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