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DEPARTMENT OF LAW

T h e  H o n o r a b l e  S t e v e  F r a n k  
C o - C h a i r ,  S e n a t e  F i n a n c e  
R o o m  518 
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

Re: F Y  94 O i l  a n d  G a s
l i t i g a t i o n  s u p p l e m e n t a l  
H B  454

D e a r  S e n a t o r  F r a n k :

T h e  D e p a r t m e n t  of L a w  u r g e n t l y  r e q u e s t s  F i n a n c e  
C o m m i t t e e  a p p r o v a l  o f  a s u p p l e m e n t a l  a p p r o p r i a t i o n  f o r  o i l  a n d  
g a s  l i t i g a t i o n  in  FY  94 in t h e  a m o u n t  of  $ 1 8 , 4 5 0 , 0 0 0 .  T h e  a p p r o­
p r i a t i o n  is c o n t a i n e d  in H B  454 n e w  p e n d i n g  i n  y o u r  c o m m i t t e e .

T h e  d e p a r t m e n t  is n o w  in t h e  t r i a l  p r e p a r a t i o n  s t a g e  
f o r  f o u r  m a j o r  c a s e s .  T w o  of t h e s e  c a s e s  i n v o l v e  r o y a l t y  m a t t e r s  
s e t  for t r i a l  in t h e  s p r i n g  of 1995. T h e  r e m a i n i n g  c a s e s  a r e  t a x  
m a t t e r s  s e t  f o r  f o r m a l  a d m i n i s t r a t i v e  p r o c e e d i n g s .  A l l  of t h e s e  
c a s e s  a r e  c o m p l e x ,  i n v o l v i n g  s u b s t a n t i a l  a m o u n t s  of t i m e  a n d  
e x p e n s e  t o  p r e p a r e .  T h e  l e g i s l a t u r e  p a r t i a l l y  f u n d e d  t h e  FY 1994 
o i l  a n d  g a s  s p e c i a l  l i t i g a t i o n  b u d g e t  r e q u e s t  u n i t  b y  a p p r o p r i a t­
in g  $ 1 0 , 3 5 8  m i l l i o n  (1. 11-12, sec. 25, ch. 65, S L A  1993) o f  t h e  
e s t i m a t e d  $ 2 5  m i l l i o n  n e e d e d  t o  f i n a n c e  a f u l l  y e a r  of l i t i g a t i o n  
a c t i v i t i e s .  B e c a u s e  o f  t h e  e x p e n s e  o f  d o c u m e n t  c o l l e c t i o n ,  
p r o d u c t i o n  a n d  o r g a n i z a t i o n ,  t h e  n e e d  t o  t a k e  n u m e r o u s  d e p o s i­
tions, a n d  t h e  e m p l o y m e n t  a n d  p r e p a r a t i o n  of  e x p e r t s  f o r  a l l  of 
t h e s e  c a s e s ,  t h e  o r i g i n a l  a p p r o p r i a t i o n  h a s  b e e n  f u l l y  e x p e n d e d .

C o n s e q u e n t l y ,  it is i m p e r a t i v e  t h a t  a s p e c i a l  s u p p l e­
m e n t a l  a p p r o p r i a t i o n  b i l l  b e  c o n s i d e r e d  b y  t h e  S e n a t e  F i n a n c e  
C o m m i t t e e  a t  t h e  e a r l i e s t  p o s s i b l e  t i m e .  T h e r e  is p r e c e d e n t  for 
e x p e d i t e d  c o n s i d e r a t i o n  of a n  o i l  a n d  g a s  l i t i g a t i o n - r e l a t e d  
s u p p l e m e n t a l  a p p r o p r i a t i o n  (see, e.g. . ch. z, bJLA 1983; ch. 1, 
S L A  19 8 1 ) .  W i t h o u t  e a r l y  e n a c t m e n t  o f  a s u p p l e m e n t a l  a p p r o p r i a­
tion, w e  w i l l  b e  f o r c e d  to s h u t  d o w n  o u r  l i t i g a t i o n  e f f o r t  a t  t h e  
m o s t  c r u c i a l  p r e t r i a l  p e r i o d .  O u r  e f f o r t s  in t h e  r o y a l t y  c a s e s  
a r e  b e i n g  d r i v e n  b y  s c h e d u l i n g  o r d e r s  i m p o s e d  b y  t h e  S u p e r i o r  
C ourt. O u r  e f f o r t s  in  t h e  t a x  c a s e s  a r e  b e i n g  d r i v e n  b y  t h e  
p o l i c y  o f  t h e  a d m i n i s t r a t i o n  to  r e s o l v e  l o n g  s t a n d i n g  t a x  
d i s p u t e s  t h a t  m a y  a d d  s i g n i f i c a n t l y  t o  s t a t e  r e v e n u e s .

PLEASE REPLY TO:
O  I OS I WEST -IThi AVENUE SUITE 200 ANCHORAGE, ALASKA 99501-1994 PHONE (907)269-5100 

FAX: (907)276-3697
a  KEY BANK BUILDINGWO CUSHMAN ST., SUITE 400 FAIRBANKS. ALASKA 99701-4679 PHONE: (907)451-2311FAX: (907)451-2346
O  P.O.BOX 110300-DIMOND COURTHOUSE JUNEAU. ALASKA 99311-0300 PHONE. (907)465-3600 FAX: (907)465-6735

WALTER J. HICKEL, GOVERNOR
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T h e  s u p p l e m e n t a l  w i l l  c o m p l e t e  f u n d i n g  in FY 94 f o r  the 
f o l l o w i n g  m a j o r  a c t i v i t i e s :

1. R o y a l t y  Cases.

In r e  A N S  R o y a l t y  l i t i g a t i o n  ( f o r m e r l y  k n o w n  as S t a t e  
v. A m e r a d a  H e s s ) . T h i s  c a s e  is s c h e d u l e d  f o r  t r i a l  b e g i n n i n g  in 
S p r i n g  1995. T h e  c a s e  i n v o l v e s  t h e  v a l i d i t y  a n d  m e t h o d  o f  c a l c u­
l a t i o n  o f  c h a r g e s  a s s e s s e d  b y  N o r t h  S l o p e  p r o d u c e r s  f o r  t h e  
s t a t e ' s  r o y a l t y  oil p r o d u c e d  in t h e  f o r m  of n a t u r a l  g a s  l i q u i d s .  
W e  a r e  i n c u r r i n g  s i g n i f i c a n t  e x p e n s e  t o  p r o c e s s  o v e r  2 , 5 0 0 , 0 0 0  
d o c u m e n t s  p r o d u c e d  b y  o u r  o p p o n e n t s  d u r i n g  d i s c o v e r y .  W e  are 
a l s o  c o n d u c t i n g  o r a l  d e p o s i t i o n s  of o e r s o n s  w h o  m a y  p r o v i d e  
r e l e v a n t  e v i d e n c e  c o n c e r n i n g  t h e  s t a t e  o r  t h e  p r o d u c e r ' s  case. 
E x p e r t s  w e r e  h i r e d  t o  p r e p a r e  r e p o r t s  to  s u p p o r t  t h e  c a s e s  o f  t h e  
r e s p e c t i v e  p a r t i e s .  T h e s e  r e p o r t s  w e r e  e x c h a n g e d  w i t h  o u r  
o p p o n e n t s  a n d  w e  m u s e  n o w  d e p o s e  t h e s e  e x p e r t s .  I n  o r d e r  t o  be 
r e a d y  f o r  t r i a l ,  it is c r u c i a l  t o  c o n t i n u e  f u n d i n g  t h e s e  a c t i v i­
ties.

M A F C O . T h e  d e p a r t m e n t  is a l s o  d e e p l y  c o m m i t t e d  to 
p r o s e c u t i n g  t h e  s t a t e ' s  c l a i m s  a g a i n s t  M A P C O  f o r  a r e t r o a c t i v e  
p r i c e  a d j u s t m e n t  u n d e r  c e r t a i n  r o y a l t y  o i l  c o n t r a c t s .  T h i s  c a s e  
is a l s o  s c h e d u l e d  f o r  a S p r i n g  19 9 5  tr i a l .  T h e  r e c o v e r y  o f  o v e r  
$ 1 0 0  m i l l i o n  is at s t a k e  in t h i s  case. A l l  o t h e r  r o y a l t y  oil 
p u r c h a s e r s  h a v e  e i t h e r  a d m i t t e d  l i a b i l i t y  o r  s e t t l e d  f o r  s u b s t a n­
t i a l l y  a l l  o f  t h e  s t a t e ' s  c l a i m s .  M A P C O  is a l o n e  in its d e n i a l  
of  l i a b i l i t y  a n d  is d e f e n d i n g  t h i s  c a s e  in a m a n n e r  w h i c h  a p p e a r s  
t o  be c a l c u l a t e d  t o  c o s t  t h e  s t a t e  t h e  m a x i m u m  a m o u n t  to  o b t a i n  a 
j u d g m e n t .  A g a i n ,  t h e  c o n t i n u a t i o n  of f u n d i n g  is c r u c i a l  to  k e e p  
u p  t h e  p a c e  s e t  b y  M A P C O  a n d  t h e  S u p e r i o r  C o u r t .

2. O i l  a n d  g a s  t a x  cases.

T a x  p r o c e e d i n g s  c o n d u c t e d  b e f o r e  t h e  D e p a r t m e n t  of 
R e v e n u e  a r e  c o n f i d e n t i a l .  A c c o r d i n g l y ,  t h e  d e p a r t m e n t  is u n a b l e  
t o  d i s c l o s e  t h e  s p e c i f i c  t a x p a y e r s ,  i s s ues, o r  a m o u n t s  a t  issue. 
I t  is e x p e c t e d  t h a t  t h e  c a s e s  c u r r e n t l y  b e i n g  d e v e l o p e d  w i l l  
r e q u i r e  t h e  p r o c e s s i n g  of m i l l i o n s  of d o c u m e n t s  a n d  t h e  
e m p l o y m e n t  of  s e v e r a l  e x p e r t s .  D e v e l o p m e n t  o f  t h e s e  c a s e s  is 
c o n t i n g e n t  u p o n  a d d i t i o n a l  f u n d i n g  s i n c e  e x i s t i n g  a p p r o p r i a t i o n s  
a r e  f u l l y  c o m m i t t e d .

3. T A P S  cases.

T A P S  C o r r o s i o n  C a s e . T h e  T A P S  c o r r o s i o n  c a s e  b e t w e e n  
t h e  s t a t e  a n d  t h e  T A P S  o w n e r s  is s t a y e d  t o  p e r m i t  t h e  p a r t i e s  to 
u n d e r t a k e  a c o o p e r a t i v e  c o r r o s i o n  c o n t r o l  p r o g r a m .  T h e  p a r t i e s  
h o p e  t h a t  t h e  p r o g r a m  w i l l  p r o v i d e  a b a s i s  f o r  s e t t l e m e n t  o f  the 
d i s p u t e .  T h e  d e p a r t m e n t  is e x p e n d i n g  s u b s t a n t i a l  a m o u n t s  t h r o u g h
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o u t s i d e  c o u n s e l  t o  s u p p o r t  t h e  c o o p e r a t i v e  p r o g r a m .  It is 
p o s s i b l e  t h a t  t h e  p r o g r a m  w i l l  e i t h e r  c o n t i n u e  a n d  t h e  c a s e  w i l l  
s e t t l e ,  o r .t h e  p a r t i e s  m a y  a b a n d o n  t h e  c o o p e r a t i v e  p r o g r a m  a n d  
r e t u r n  t o  l i t i g a t i o n .  If t h e  p r o g r a m  c o n t i n u e s ,  t h e  s t a t e  w i l l  
i n c u r  s u b s t a n t i a l  s u m s  t o  p r o v i d e  e x p e r t  s u p p o r t  f o r  t h e  p r o g r a m .  
I f  t h e  c a s e  r e t u r n s  t o  l i t i g a t i o n ,  t h e  c o s t s  of  p r e p a r i n g  f o r  
h e a r i n g  b e f o r e  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  c o u l d  be 
s u b s t a n t i a l .  P r e s e n t l y ,  w e  e x p e c t  t h a t  t h e  c o o p e r a t i v e  p r o g r r m  
w i l l  b e  e x t e n d e d  b y  FERC. H o w e v e r ,  w e  m u s t  b e  p r e p a r e d  f o r  t h e  
o t h e r  e v e n t u a l i t y .

T A T S  a u d i t . T h e  d e p a r t m e n t  g a v e  t h e  T A P S  o w n e r s  
n o t i c e  o f  t h e  s t a t e ' s  r i g h t  t o  a u d i t  f o r  t a r i f f  r e v i e w  p u r p o s e s .  
A n  a u d i t  w a s  l a s t  d o n e  t h r o u g h  1986. T h e  a u d i t  m a y  p r o v i d e  a 
b a s i s  f o r  q u e s t i o n i n g  s u b s t a n t i a l  e x p e n s e s  r e c o v e r e d  b y  t h e  
o w n e r s  t h r o u g h  t h e  T A P S  tariff. It  is e x p e c t e d  t h a t  t h e  l e g i s l a­
t u r e  a n d  p u b i c  w i l l  b e  c r i t i c a l  of  t h e  t i m e  l a g  s i n c e  t h e  l a s t  
audit. I t  is i m p e r a t i v e  t h a t  t h e  a d m i n i s t r a t i o n  a n t i c i p a t e  t h i s  
c r i t i c i s m  b y  m o v i n g  f o r w a r d  n o w  w i t h  t h e  a u d i t .  T h e  s h o r t f a l l  in 
a v a i l a b l e  a p p r o p r i a t i o n s  w i l l  d e l a y  t h e  a u d i t .  T h e  m a i n  a u d i t  
f i r m  h a s  e x p r e s s e d  a r e l u c t a n c e  t o  b e g i n  i n  e a r n e s t  w i t h o u t  
a s s u r a n c e  o f  f u n d i n g .  A d d i t i o n a l l y ,  A l y e s k a  a p p e a r s  p r e p a r e d  to 
l i t i g a t e  o u r  r i g h t  o f  a c c e s s  to t h e i r  d o c u m e n t s .  T h e  l i t i g a t i o n  
w i l l  a d d  a n  u n a n t i c i p a t e d  e x p e n s e  t o  o u r  a u d i t  e f f o r t .

I n  c l o s i n g ,  p l e a s e  let m e  s t r e s s  t h e  i m p o r t a n c e  of 
e n a c t i n g  a n  e a r l y  s u p p l e m e n t a l .  A  t e m p o r a r y  c e s s a t i o n  o f  t r i a l  
p r e p a r a t i o n  w o u l d  b e  r e q u i r e d  in the a b s e n c e  o f  a n  e a r l y  s u p p l e­
men t a l .  T h i s  w i l l  h a v e  a d e v a s t a t i n g  e f f e c t  o n  t h e  s t a t e ' s  oil 
a n d  g a s  l i t i g a t i o n .  Our t r i a l  t e a m s  w o u l d ,  f o r  t h e  m o s t  part, be  
d i s b a n d e d .  R e c o n s t r u c t i o n  of t h e  t e a m s  l a t e r  w o u l d  b e  d i f f i c u l t  
and, in  t h e  l o n g  term, m o r e  e x p e n s i v e  f o r  t h e  s t a t e  t h a n  c o n t i n u­
in g  o u r  c u r r e n t  l e v e l  of a c t i v i t y .  T h e  e m e r g e n c y  m e a s u r e s  
d e s c r i b e d  h e r e  w o u l d  s e n d  a s i g n a l  of w e a k n e s s  t o  t h e  p r o d u c e r s .  
A  s h u t d o w n  n o w  w o u l d  m a k e  it far m o r e  d i f f i c u l t  (if n o t  i m p o s­
sible) t o  a r r i v e  a t  s e t t l e m e n t s  t h a t  a r e  a c c e p t a b l e  t o  t h e  state.

S i n c e r e l y ,

B R U C E  M. B O T E L H O
A T T O R N E Y  G E N E R A L

J a m e s  L. B a l d w i n  
A s s i s t a n t  A t t o r n e y  G e n e r a l

J L B :t g
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A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n
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O i l  a n d  G a s  L i t i g a t i o n  
F u n d i n g  H i s t o r y

T h e  f o l l o w i n g  is a l i s t i n g  o f  a p p r o p r i a t i o n s  m a d e  to  t h e  
D e p a r t m e n t  of  L a w  f o r  oil a n d  gas l i t i g a t i o n .  T h e  a p p r o p r i a t i o n s  
b e g a n  in  F Y  77 a n d  c o n t i n u e  t o  t h e  c u r r e n t  f i s c a l  year, FY  94. T h e  
a p p r o p r i a t i o n s  w e r e  b o t h  l a p s i n g  a n d  n o n - l a p s i n g  and, thus, m o s t
w e r e  f u l l y  e x p e n d e d .  H o w e v e r ,  p e r h a p s  as m u c h  as $ 3 0 0 , 0 0 0  l a p s e d
f r o m  t h e  1 2 - m o n t h  a p p r o p r i a t i o n s .

D e p a r t m e n t  of  L a w

* ' C H  8 9 / S L A  77 $ 4 6 5 . 0

C H  1 1 3 / S L A  78/Pg. 55/Ln. 7 2 , 0 0 0 . 0
C H  7 / S L A  78 958.3

C H  8 0 / S L A  79/Pg. 46/7,n. 22 1 , 5 0 0 . 0

C H  1 2 0 / S L A  80/Pg. 62/Ln. 16 2 , 0 0 0 . 0
C H  5 0 / S L A  80/Sec. 257 1, 9 2 0 . 0

JO

5  C H  1 / S L A  8 1 / S e c s .  1-2 1 0 , 6 1 5 . 0
C H  1 / S L A  81/Sec. 5 7 3 4 . 0

CO
c 7

eg- C H  1 0 1 / S L A  82/Sec. 40 8 1 5.2
C H  1 0 1 / S L A  82/Sec. 42 4 , 4 3 3 . 4

S3 C H  1 0 1 / S L A  82/Sec. 43 2 1 1 . 7
cn C H  1 0 1 / S L A  82/Sec. 44 4 3 6 . 0
00

** C H  1 0 7 / S L A  83/Sec. 11 1 1 , 2 2 2 . 7
C H  2 / S L A  8 3 / S e c s .  2-3 5 , 4 2 5 . 2

C H  1 2 2 / S L A  84/Sec. 11 9 , 1 4 9 . 6

C H  9 8 / S L A  85/Sec. 12 9 , 1 4 9 . 6

C H  1 2 9 / S L A  86/Sec. 12 
C H  1 3 0 / S L A  86/Sec. 4

8 ,9 0 0 .0
488 .0



C h a r l e s  E. C o l e  
A t t o r n e y  G e n e r a l

N o v e m b e r  1 0 ,  1993
P a g e  2

D e p a r t m e n t  of  L a v  fCont'd.)

C H 9 5 / S L A  8 7/Sec. 20 9,, 483 ,.8
C H 9 / S L A  87 (1,,912 •1)

C H 1 5 4 / S L A 83/Sec. 17 14,,474,.0
C H 1 7 3 / S L A 8 8 / Sec. 4 400 ,.0
C H 1 7 3 / S L A 8 8 / Sec. 5 ,539,.0

C H 1 1 6 / S L A 89/Sec. 25 14,, 000,.0

C H 1 7 / S L A  9 0 / S e c . K P ) 7*7.. 6
C H 1 7 / S L A  9 0 / Sec. i(q) 8,,274,.3
C H 2 0 9 / S L A 90/Sec. 30(a) 10,,500..0
C H 2 0 7 / S L A 9 0 / S e c . 30(b) 3,. 500..0
C H 1 / S L A  91 /Sec. 14 12,,000.,0
C H 7 3 / S L A  9 1 / Sec. 40 11,, 000..0
C H 8 / S L A  92 /Sec. 2 15,, 500. , 0
C K 1 3 6 / S L A 92/Sec. 44 10,, 358 ., 4
C H 4 1 / S L A  93/S e c . 77 8,.800., 0

3 , 5 0 0 . 0  o f  t h i s  a p p r o p r i a t i o n  is f r o m  t h e  P e r m a n e n t  F u n d  
R e s e r v e  A c c o u n t  to Law; t h e  r e m a i n i n g  1 0 , 5 0 0 . 0  is f r o m  

„ . t h e  g e n e r a l  fund.

T h i s  3 , 5 0 0 . 0  a p p r o p r i a t i o n  is f r o m  t h e  P e r m a n e n t  F u n d  
R e s e r v e  A c c o u n t  to t h e  P e r m a n e n t  F u n d  Bo a r d .  T h e  B o a r d  
i n  t u r n  provided, t h e s e  f u n d s  t o  L a w  f o r  r o y a l t y  a n d  t i t l e  
l i t i g a t i o n  p u r p o s e s .

2 , 0 0 0 . 0  o f  t h i s  a p p r o p r i a t i o n  is f r o m  t h e  P e r m a n e n t  F u n d  
E a r n i n g s  R e s e r v e  A c c o u n t ;  t h e  r e m a i n i n g  1 0 , 0 0 0 . 0  is f r o m  
t h e  g e n e r a l  fund.

1 , 7 5 0 . 0  of t h i s  a p p r o p r i a t i o n  is f r o m  t h e  P e r m a n e n t  F u n d  
E a r n i n g s  R e s e r v e  A c c o u n t  t o  Law; t h e  r e m a i n i n g  9 , 2 5 0 . 0  is 
f r o m  t h e  g e n e r a l  fund.

2 , 5 0 0 . 0  of  t h i s  a p p r o p r i a t i o n  is f r o m  t h e  P e r m a n e n t  F u n d  
E a r n i n g s  R e s e r v e  A c c o u n t  to  Law; t h e  r e m a i n i n g  1 3 , 0 0 0 . 0  
is  f r o m  t h e  g e n e r a l  fund.

2 . 7 5 0 . 0  of t h i s  a p p r o p r i a t i o n  is f r o m  t h e  P e r m a n e n t  F u n d  
E a r n i n g s  R e s e r v e  A c c o u n t  to Law; t h e  r e m a i n i n g  7 , 6 0 8 . 4  is 
f r o m  t h e  g e n e r a l  fund.

2 . 2 0 0 . 0  o f  t h i s  a m o u n t  is f r o m  P e r m a n e n t  F u n d  C o r p o r a t i o n  
r e c e i p t s .  T h e  r e m a i n i n g  6 , 6 0 0 . 0  is f r o m  t h e  g e n e r a l  
fund.



CH 6 5 /S L A  9 3 / S e c .  25 1 0 . 3 5 8  . 4

T O T A L  $ 1 9 9 , 4 4 7 . 1

cc: B r u c e  M. 3 o t e l h o
D e p u t y  A t t o r n e y  G e n e r a l

2 , 7 5 0 . 0  of t h i s  a m o u n t  is f r o m  P e r m a n e n t  F u n d  C o r p o r a t i o n  
r e c e i p t s .  T h e  r e m a i n i n g  7 , 6 0 8 . 4  is f r o m  t h e  g e n e r a l  
f u n d .



OFFICE OF THE ATTORNEY GENERAL

M a r c h  25, 19 9 4

DEPARTMENT OF LAW

T h e  H o n o r a b l e  S t e v e  F r a n k  
C o - C h a i r ,  S e n a t e  F i n a n c e  
Re:™ 518 
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

PLEASE REPLY TO-
O  >031 WEST 4TH AVENUE. SUITE200 ANCHORAGt, ALASKA 99501-1994 PHONE (907)269-5100 FAX: (907)276-3697
O KEY BANK BUILDING100 CUSHMAN ST., SUITE400 FAIRBANKS, ALASKA 99701-4679 PHONE: (907)451-2811

FAX: (907)451-2846
O  P.O. BOX 110300-DIMOND COURTHOUSE JUNEAU. ALASKA 99811-0300 PHONE. (907)465-3600 FAX: (907)465-6735

WALTER J. HICKEL. GOVERNOR

O i l  and G a s  S e t t l e m e n t s

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

T h e  f o l l o w i n g  a r e  e s t i m a t e s  of s a v i n g s  o r  p a y m e n t s  to 
t h e  s t a t e  a s  a r e s u l t  of l i t i g a t i o n  e f f o r t s  u n d e r  t h e  o i l  a n d  gas 

BRU:

Y e a r
S e t t ] c m e n t  P a y m e n t  

S i g n e d  D e s c r i p t i  m

G as r o y a l t y  s e t t l e m e n t s

1982

1984

1985

1985

1986 

1988

U n i o n  C o o k  I n l e t  r o y a l t y  
s e t t l e m e n t
P h i l l i p s  L N G  r o y a l t y  
s e t t l e m e n t
M a r a t h o n  L N G  r o y a l t y  
s e t t l e m e n t
U n i o n  a n d  M a r a t h o n  r o y a l t y  
s e t t l e m e n t
A R C n ,  c h e v r o n  & S h e l l  C o o k  
I n l e t  g a s  r o y a l t y  s e t t l e m e n t  
U n i o n  r o y a l t y  s e t t l e m e n t

I m m e d i a t e  F u t u r e
P a y m e n t  B e n e f i t

( n e a r e s t  t h o u . 1) ( n e a r e s t  thou.)

$ 8 4 8 , 0 0 0

3 6 , 3 0 0 , 0 0 0

4 . 3 0 0 . 0 0 0

4 . 2 0 0 . 0 0 0

1 . 5 6 8 . 0 0 0  

 3 C 0 , 0 0 0

S u b - t o t a l 47,53.6,000

O^SLH
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O i l  r o y a l t y  s e t t l e m e n t s

N o r t h  S l o p e  r o y a l t y  c a s e 1
1989 A m e r a d a  H e s s
1990 A R C O  A l a s k a
1990 F r e e p o r t - M c M o R a n
1 9 9 1 M a r a t h o n
1 9 9 1 B r i t i s h  P e t r o l e u m
1 9 9 1 P h i l l i p s
19 9 1 L L & E
1992 M o b i l
1992 T e x a c o - G e t t y
1992 C h e v r o n
1992 E x x o n
1992 S h e l l

1992
1993 
1993

P e t r o  S t a r
T e s o r o
C h e v r o n

S u b t o t a l

T a x  s e t t l e m e n t s 2

T a x p a y e r  A  
T a x p a y e r  B 
T a x p a y e r  C 
T a x p a y e r  D 
T a x p a y e r  E 
T a x p a y e r  F 
T a x p a y e r  G 
T a x p a y e r  H  
T a x p a y e r  I 
T a x p a y e r  J  
T a x p a y e r  K  
T a x p a y e r  L  
T a x p a y e r  M  
T a x p a y e r  N  
T a x p a y e r  O

3 1 8 , 6 2 4
2 8 7 . 0 0 0 . 0 0 0  

3 3 1 , 0 0 0  
4 2 4 , 0 3 9

1 8 5 . 0 0 0 . 0 0 0  
1 2 , 9 4 4 , 9 6 0

2 5 1 , 8 4 8  
1 0 , 0 0 0 , 0 0 0

3 . 2 0 0 . 0 0 0  
4 , 8 8 8 , 1 3 0

1 2 8 . 0 0 0 . 0 0 0  
2 0 3 , 8 5 4

2 . 1 0 0 . 0 0 0

1 0 . 2 7 3 . 0 0 0
8 7 . 7 0 0 . 0 0 0

7 3 2 , 6 3 5 , 4 5 5

1 1 5 , 5 0 0 , 0 0 0

1 1 5 , 5 0 0 , 0 0 0

$243, 
172, 
28, 

5, 
2, 

32, 

2 / 

1 9 ,  
165, 

3,

13,
630,
50,

3,

0 0 0 ,  

2 0 0 ,  

1 0 0 ,  

525, 
257, 
800, 
075, 
0 0 0 ,  

0 0 0 ,  

0 0 0 ,  

851, 
573 , 
0 0 0 ,  

273, 
500,

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

T h i s  a m o u n t  o n l y  i n c l u d e s  s e t t l e m e n t s  f o r  t h e  p a s t .  It d o e s  n o t  
i n c l u d e  e s t i m a t e  of  f u t u r e  r e v e n u e s  t o  t h e  s t a t e  t h a t  w i l l  o c c u r  - 
w i t h o u t  l i t i g a t i o n  - u n d e r  a f u t u r e  f o r m u l a  a g r e e d  t o  b y  e a c h  of t h e  
p a r t i e s  w h o  h a v e  s e t t l e d .

T h e s e  c a s e s  d o  n o :  i n c l u d e  t h e  s t a t e ' s  v i c t o r y  in A t l a n t i c
R i c h f i e l d  Co .  v .  S t a t e ,  705 P . 2d 418 ( A l a s k a  1985), in w h i c h  t h e  
s t a t e ' s  s e p a r a t e  a c c o u n t i n g  m e t h o d o l o g y  w a s  u p h e l d ,  t h u s  v o i d i n g  oil 
c o m p a n y  c l a i m s  of  $2 b i l l i o n  in t a x  r e f u n d s .
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T a x p a y e r  P 
T a x p a y e r  Q 
T a x p a y e r  R  
T a x p a y e r  S 
T a x p a y e r  T  
T a x p a y e r  U  
T a x p a y e r  V

S u b t o t a l

6 9 . 8 2 4 . 0 0 0
4 2 . 2 0 0 . 0 0 0  

6 5 0 , 0 0 0
4 . 0 0 2 . 0 0 0
6 . 8 5 8 . 0 0 0
9 . 6 0 0 . 0 0 0

6 3 . 8 7 0 . 0 0 0

1 , 5 6 8 , 1 5 8 , 0 0 0

F e d e r a l  g o v e r n m e n t  r e v e n u e  s h a r i n g

1986 C o n g r e s s i o n a l  s e t t l e m e n t
1987 C o n g r e s s i o n a l  a u t h o r i z a t i o n

s t a t e  t o  r e c e i v e  its m i n i m u m  
" 8 ( g ) "  s h a r e  o f  D i n k u m  S a n d s  
e s c r o w  a c c o u n t

S u b t o t a l

5 1 , 0 0 0 , 0 0 0  
3 2 3 . 0 0 0 , 0 0 0

3 7 4 , 0 0 0 , 0 0 0

1 3 5 , 0 0 0 , 0 0 0

1 3 5 , 0 0 0 , 0 0 0

F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  P r o c e e d i n g s  ( t h r o u g h  1992)

2 5 0 , 4 6 0 , 0 0 0

1984
19 8 5  
1990

K u p a r u k  I s e t t l e m e n t  
T A P S  s e t t l e m e n t 3 
M i l n e  P o i n t  s e t t l e m e n t

1 9 9 1  K u p a r u k  II s e t t l e m e n t
1993 E n d i c o t t  P i p e l i n e

S u b t o t a l

T O T A L

G R A N D  T O T A L

1 0 . 2 0 0 , 0 0 0  

2 6 0 , 6 6 0 , 0 0 0  

$ 2 , 9 8 2 , 9 6 9 , 4 5 5

6 , 0 0 0 , 0 0 0  

2 , 6 4 9 , 6 5 0 , 0 0 0  
2 , 5 0 0 , 0 0 0

82 , 6 0 0 , 0 0 0
3 , 8 0 0 . 0 0 0

2 , 7 4 4 , 5 5 0 , 0 0 0  

$ 2 , 9 9 5 , 0 5 0 , 0 0 0  

<'.5,978. 0 1 9 , 4 5 5

P l e a s e  n o t e  t h a t  f r e q u e n t l y  t h e  f u l l  b e n e f i t  of t h e  
s e t t l e m e n t  is n o t  r e f l e c t e d  in t h e  r e t r o a c t i v e  a m o u n t .  T y p i­
cally, t h e  d i s p u t e  w a s  r e s o l v e d  p r o s p e c t i v e l y  as w e l l .  T h e  1985 
s e t t l e m e n t  w i t h  U n i o n  a n d  M a r a t h o n  is a n  e x a m p l e  of  a c a s e  w h e r e  
t h e  p r o s p e c t i v e  b e n e f i t  w a s  p r o b a b l y  g r e a t e r  t h a n  t h e  r e t r o a c t i v e  
b e n e f i t .  In  t h e  8(g) case, w i n n i n g  27 p e r c e n t  of f e d e r a l  
r e v e n u e s  in t h e  8(g) zo n e  in 1986 o p e n e d  t h e  w a y  t o  r e c e i v i n g

3 In a d d i t i o n ,  t h e  s t a t e  r e c e i v e d  a p p r o x i m a t e l y  $ 3 3 . 2 8  m i l l i o n  in 
c o s t s  a n d  a t t o r n e y ' s  f e e s  p a i d  i n t o  t h e  g e n e r a l  fund.
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$323 m i l l i o n  in 1987, a n d  t o  27 p e r c e n t  of f u t u r e  r e v e n u e s  as 
w e l l .

T h i s  s u m m a r y  d o e s  n o t  i n c l u d e  s a v i n g s  in w h i c h  a t t e m p t s  
t o  i n t e r f e r e  w i t h  s t a t e ' s  r e v e n u e  o p p o r t u n i t i e s  h a v e  b e e n  
t h w a r t e d .  F o r  e x a m p l e ,  w e  s u c c e s s f u l l y  d e f e n d e d  a g a i n s t  v i g o r o u s  
e f f o r t s  b y  A R C O  a n d  E x x o n  t o  h a v e  t h e  U.S. D i s t r i c t  C o u r t  in 
K a n s a s  e n j o i n  t a x  c l a i m s  p o t e n t i a l l y  w o r t h  o v e r  $ 1 0 0  m i l l i o n .  W e  
h ave, of c o u r s e ,  a l s o  d e f e n d e d  t h e  s t a t e ' s  o i l  a n d  g a s  l e a s i n g  
p r o g r a m  a g a i n s t  v a r i o u s  a t t a c k s .

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  to 
c o n t a c t  me.

S i n c e r e l y ,

B R U C E  M. B O T E L H O
A T T O R N E Y  G E N E R A L

By:
J ^ m e s  L. B a l d w i n  
A s s i s t a n t  A t t o r n e y  G e n e r a l

J L B :t g
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J a m e s  L. B a l d w i n  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
S t a t e  of  A l a s k a
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D e a r  Jim:

T h e  " r e t u r n  o n  i n v e s t m e n t "  of 13 to 1 c i t e d  in  t h e  
n e w s p a p e r  s t o r y  o n  oil a n d  g a s  l i t i g a t i o n  e x p e n s e s  s e e m e d  
l o w  to us. T h e  s u b s t a n t i a l  s e t t l e m e n t  b e n e f i t s  f r o m  l o w e r  
t a r i f f  r a t e s  s e e m  to h a v e  b e e n  o m i t t e d .  In  a n y  event, w e  
t h o u g h t  y o u  m i g h t  b e  a b l e  to u s e  a n  u p d a t e  of t h e  r e v e n u e  
e f f e c t  o f  the s e t t l e m e n t s  f o r  T A P S  a n d  a l l  t h r e e  f e e d e r  
p i p e l i n e s .  S u m m a r y  t a b l e s  a n d  m o r e  d e t a i l e d  b a c k u p  
s c h e d u l e s  a r e  e n c l o s e d .

I a s k e d  Horst, F r i s c h  to s e p a r a t e  o u t  t h e  r e f u n d  
r e v e n u e s  f o r  the K u p a r u k  a n d  E n d i c o t t  s e t t l e m e n t s . (See 
T a b l e  3.) W h e n  t h e s e  r e f u n d s  a r e  a d d e d  to t h o s e  f r o m  t h e  
T A P S  s e t t l e m e n t  (Table 1), the t o t a l  in d i r e c t  r e v e n u e  
r e s u l t i n g  f r o m  r e f u n d s  is a p p r o x i m a t e l y  $315 m i l l i o n .  I n  
a d d i t i o n ,  l o w e r  t a r i f f  r a t e s  h a v e  th u s  f a r  i n c r e a s e d  r o y a l t y  
a n d  s e v e r a n c e  t a x e s  b y  a p p r o x i m a t e l y  $ 3 . 5  b i l l i o n ,  m e a s u r e d  
a g a i n s t  t h e  f i l e d  r a t e s  p r i o r  to the s e t t l e m e n t s .

P l e a s e  c a l l  if y o u  h a v e  a n y  q u e s t i o n s  o r  w o u l d  l i k e  
a d d i t i o n a l  a n a l y s e s . T h e s e  n u m b e r s  c a n  b e  u p d a t e d  q u i c k l y  
a t  a n y  time.

B e s t  r e g a r d s ,

E l l e n  E .  D e a s o r .

E n c l o s u r e s

» t C E I V E D
r'«oa tmanf of Law 
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TABLE 1
TAPS SETTLEMENT AGREEMENT 

ADDITIONAL REVENUES COLLECTED BY THE STATE OF ALASKA UNDER 
THE TAPS SETTLEMENT AGREEMENT THROUGH 1994 ($ MILLIONS)

Resulting 
From Refunds

Resulting 
From Lower 
Tariffs 

(1985-1994) Total

Additional Royalties

Additional Proauction Taxes

Reimbursement of Litigation 
Expenses

$108.41

108.77

33.28

$1,826.83

1,651.07

O.Ou

$1,935.24

1,759.84

33.28

TOTAL $250.46 $3,477.89 $3,728.35

Horst, Frisch, Clowery & Finan 
March 7, 1994



TABLE 2
TAPS SETTLEMENT AGREEMENT
BENEFIT FROM REDUCED TAPS TARIFFS (12/12/85-12/31/93) 
(revenue am oun ts In millions)

  1985________________
1 Annual Oil Movement (million bbls)
2 Pro-raled for Last 20 Days of Year
3 Pro-rated Deliveries of 5 Cnrriars
4 Pre-TSM Tariff (Weighted Average-6 Carriors)
5 Weighted Average TSM Tariff (6 carriers)
6 Tariff Differential
7 Tariff Revenue Effect
8 Royalty Rate
9 Royalties

10 State Production Tax Rcte
11 Economic Limitation Factor (ELF)
12 Effective Production Tax Rate 
t3 Proauction Taxes
14 Residual Benefit to TAPS Shippers

_________________1986________________
15 Annual Oil Movement (million bbls)
16 Pro-rated (6 Carriers, full year)
17 Pro-rated (2 Canters, 169 days)
18 Pre-TSM Tariff (Weighted Average-6 Carriers)
19 Pre-TSM Tariff (Weighted Average-2 Carriers)
20 Weighted Average TSM Tariff (All 8 Carriors)
21 Tariff Differential (6 Carriers)
22 Tariff Differential (2 Carriers)
23 Tariff Revenue Effect
24 Royalty Rate
25 Royalties
26 State Production Tax Rate
27 Economic Limitation Factor (ELF)
28 Effective Production Tax Rate
29 Production Taxes
30 Residual Benefit to TAPS Shippers

Ew dbotLBay Kuparuk M ilna£plnl

567.948 78.799 0.704
31.120 4.318 0.03920.279 2.814 0.025
56.16 $6.28 $6.28*5.31 $5.31 $5.31
*0.85 $0.97 $0.97

$17,237 $2,729 $0 024
12.50% 12.50% 18.35%
$2,155 $0,341 $0,004NA NA NA

NA NA NA15.00% 6.86% 6.00%$2,262 $0,164 $0,001
$12,820 $2,224 $0,019

581.280 93.993 4.709365.751 61.249 3.069
90.533 15.161 0.760$6.16 $6.28 $6.23
$5.69 $5.76 55.76
$4.49 $4.60 ' '.60
$1.67 $1.68 $1.68
$1.20 $1.16 $1.16$719,443 $120,485 $6,036

12.50% 12.50% 18.35%$89,930 $15,061 $1,10815.00% 15.00% 12.25%
100.00% 57.61% 21.33%15.0C% 8.64% 2.61%
$94,427 $9,110 $0,129

$535,086 $96,314 $4,800

Horst, Frisch, Clowery A f'inan
iu-Mar-94

Endlcctt Usbum e NC Ls Explanation

o.ooo o.ooo o.ooo
O.OOJ 0.000 0.000
0.U00 C.000 0.000
30.00 *0.00 *0.00
30.00 *0.00 *0.00
*0.00 *0.00 *0.00
*0.000 *0.000 *0.000
0.00% 0.00% 0.00%
*0.000 *0.000 *0.000

NA NA NA
NA NA NA

o.rxi% 0.00% 0.00%
50.000 *0.000 *0.000
30.000 30.000 30.000

Alaska Department of Revei ue 
20/365 x Line 1 
65.1637% x Line 2
1985 BOY Tariffs (Effective Until 12/12/85) 
Settlement Agreement, Exhibit D 
Line 4 - Line 5 
Line 3 x Line 6
Aiaskr Department of Revenue 
Line 7 tLlne 8 
Not Af ollcable 
Not Applicable
Alaska Department of Revenue 
Line 12 x (Line 7 - Line 9)
Line 7-Line 9 - Line 13

0.000 0.000 0.000
0000 0.000 0.000
0.000 0.000 0.000
$0.00 *0.00 *0.00
30.00 *0.00 jo.OO
30.00 *0.00 *0.00
SO 00 *0.00 *0.00
*0.00 *0.00 *0.00

50.000 *0.000 *0.000
0.00% 0.00% 0.00%
$0,000 *0.000 *0.000
0.00% 0.00% 0.00%
0.00% 0.00% 0.00%
0.00% 0.00% 0.00%
50.000 50.000 50.000
*0.000 *0.000 *0.000

Alaska Department of Raw. iue 
65.1637% x Line 15 
34.8363% x Line 15 x 169/365
1985 BOY Tariffs (Effective Until 12/12/85)
1986 BOY Tariffs (Effective Until 7/15/86) 
TSM Rates
Line 18-Line 20 
Line 19- Lina 20
Line 16x Une 21 +Llne 17 x Line 22
Alaska Department of Revenue
Line 23 x Une 24
Alaska Department of Revenue
Alaska Department of Revenue
Line 26 x Une 27
Line 28 x (Line 23-Line 25)
Line 23-Line 25-Une 29



TABLE 2
TAPS SETTLEMEN X AGREEMENT
BENEFIT FROM REDUCED TAPS TARIFFS (12/12/85-12/31/93) 
(revenue am oun ts In millions)

Erudtios_Bay Kuparuk Milne Point

 ____________ 1987________
31 Annuel Oil Movement (million bbls)
32 Pre-TSM Teriff (Weighted Average)
33 Weighted Average TSM Tariff
34 Tariff DKJerential
35 Tariff Revenue Effect
36 Royalty Rate
37 Royalties
38 State Production Tax Rata
39 Economic I Imitation Factor (ELF)
40 Effective Production Tax Rate
41 Production Texes
42 Residual Benefit to TAPS Shippers

_______________ 1988_______
43 Annual Oil Movement (million bbls)
44 Pre-TSM Tariff (Weighted Average)
45 Weighted Average TSM Tariff 
48 Tariff Differential
47 Tariff Revenue Effect
48 Royalty Rate
49 Royalties
50 State Pn Juction Tax Rate
51 Economic Limitation Factor (ELF)
52 Effective Production Tax Rate
53 Production Taxes
54 Residual Benefit to TAPS Shippers

_________________1989________
55 Annual Oil Movement (million bbls)
56 Pre-TSM Tariff (Weighted Average)
57 Weighted Average TSM Tariff
58 Tariff Differential
59 Tariff Revenue Effect
60 Royalty Rate
61 Royalties
62 State Production Tax Rate
63 Economic Limitation Factor (ELF)
64 Effective Production Tax Rate
65 Production Taxes
66 Residual Benefit to TAPS Shippers

572.301 102.890 0.040
J6.00 56.10 56.10
5?.91 51.07 54.0752.09 52.03 52.0351.196.109 5208.879 50.081

12.50% 12.50% 18.35%
5149.514 526.110 50.01515.00% 15.00% 12.25%

91.40% 54.94% 31.16%
13.71% 824% 3.82%

5143.488 515.062 50.003
5903.107 5167.707 50.064

558.182 110.642 0.00056.00 56.10 50.0053.14 53.35 50.0052.86 52.75 50.0051,596.401 5304266 50.00012.50% 12.50% 0.00%
5199.550 538.033 50.000

15.00% 15.00% 0.00%82.80% 57.70% 0.00%
12.42% 8.66% 0.00%5173.489 523.042 50.00051,223.362 5243.190 50.000

505.881 109.570 1.714
56.00 56.10 56.1053.01 53.22 53.2252.99 52.88 52.8851,612.584 5315 562 54.93612.50% 12.50% 18.35%5189.073 539.445 50.906

15.00% 15.00% 12.25%
90.62% 73.86% 0.00%
13.59% 11.08% 0.00%

5179.905 53P.591 50.00051,143.606 5245.525 54.031

Horst, Frisch. Clowery & Finan
1n-Mar-94

idlcoff Ltsbume NSLi Explanation

8.770 16.090 9.896 Alaska Department of Revenue56.10 56.00 56.00 1985 BOY Tariffs54.42 53.86 -3.91 TSM Rates51.68 52.14 52.09 Line 32 • I 'oe 33514.734 534.433 520.683 Line 31 x Une 3414.45% 12.50% 12.50% Alaska Department of Revenue52.129 54.304 52.585 Line 35 x Line 3612.25% 12.25% 10.00% Alaska Department of Revenue100.00% 74.93% 100.00% Alaska Department of Revenue12.25% 9.18% 10.00% Line 38 x Line 39
51.544 52.76c 51.810 Line 40 x (Line 35 - Une 37)511.061 527.363 516.288 Line 35 - Une 37 - Line 41

37.498 14.688 20.076 Alaska Department of Revenue56.10 56.00 56.00 1985 BOY Tariffs53.06 53.35 53.14 TSM Rates53.04 52.65 52.66 Une 44 - Une 455113.994 538.923 557.417 Une 43 x Une 4614.45% 12.50% 12.50% Alaska Department of Revenue516.472 54.865 57.177 Llr.a 47 x Line 4812.25% 12.25% 10.00% Alaska Department of Revenue100.00% 55.31% 100.00% Alaska Department of Revenue12.25% 6.78% 10.00% Une 50 x Line 51511.946 52.308 55.024 Line 52 x (Jna 47 - Une 49)585.575 531.750 545.2,6 Line 47 - Line 49 - Une 53

35.732 13.081 17.800 Alaska Department of Revenue56.10 56.00 56.00 1985 BOY Tariffs53.25 52.90 53.01 TSM Rates52.85 53.10 52.99 Lino 56 - Une 575101 836 540.551 553.222 Line 55 x Line 5814.45% 12.50% 12.50% Alaska Department of Revenue514.715 55.069 56.653 Line 59 x Une 6012.25% 12.25% 10.00% Alaska Department of Revenue90.39% 24.95% 100.00% Alaska Department of Revenue11.07% 3.06% 10.00% Line 62 X Line 6359.647 51.084 54.657 Une 64 x (Une 59 - Line 61)577.474 534.398 541.912 Line 59 - Line 61 - Line 65



TAPS SETTLEMENT AGREEMENT
BENEFIT FROM REDUCED TAPS TARIFFS (12/12/85-12/31/93) 
(revenue am oun ts In millions)

TABLE 2

Budhoe_Bay Kuparuk MilnnEolnt
________________ 1990________

67 Annual Oil Movement (million bbls) 
66 Pre-TSM Thrift (Wolghted Average)
69 Weighted Average TSM Tariff
70 Tariff Differential
71 Tariff Revenue Eff»ct
72 Royalty Rate
73 Royalties
74 State Production Tax Rate
75 Economic Limitation Factor (ELF)
76 Effective Production Tax Rate
77 Production Taxes
78 Residual Benefit to TAPS Shippers

________________ 1991________
79 Annual Oil Movement (million bbls)
80 Pre-TSM Teriff (Weighted Average)
81 'Weighted Average TSM Tariff 
8? i arifl Differential
83 Tariff Revenue Effect
84 Royalty Rate 
65 Royalties
86 State Production Tax Rate 
C7 Economic L’- (tation Factor (ELF)
88 Effective Production Tax Rate
89 Production Taxes
90 Residual Bonefit to TAPS Shippers

1992
91 Annual Oil Movement (million bbis)
92 Pre-TSM Tariff (Weighted Average)
93 Weighted Average TSM Tariff
94 Tariff OWerentisI
95 Tariil Revenue Effect
96 Royalty Rate
97 Royalties
96 State Production Tax Rate 
99 Economic Limitation Factor (ELF)

100 Effective Production Tax Rate
101 Production Taxes
102 Residual Benefit to TAPS Shippers

470.127 108.151 6.628
$6.00 $6.10 $8.10
$3.90 $4.19 $4.19
$2.10 $1.91 $1.91$987,267 $206,568 $12,659

12.50% 12.50% 13.35%
$1221.408 $25,821 $2,32315.00% 15.00% 12.25%

99.46% 87.64% 0.00%
14.92% 13.15% 0.00%

$128,879 $23,761 $0.00n
$734,979 $156,986 $10,336

465.375 113.150 7.300
$6.00 $8.10 $6.10
$3.59 $3.89 $3.89$2.41 $2.21 $2.21$1,121,554 $250,062 $16,13312.50% 12.50% 18.38%

$140,194 $31,258 $2,965
15.00% 15.00% 12.25%99.44% 87.06% 0.00%
14.92% 13.19% 0.00%;* ‘6.380 $28,869 $0,000$834,980 $189,935 $13,168

431.148 117.852 6.954
$6.00 $6.10 $6.10
$3.44 $3.66 $3.66
$2.56 $2.44 $2.44

$1,103,739 $287,559 $16,968
12.50% 12.52% 18.38%

$137,967 $35,989 $3,11915.00% 14.97% 12.25%
99.31% 88.04% 0.00%
14.00% 13.18% 0.00%

$143,866 $33,163 JJ.000$821,905 $218,407 J 13.849

Horst. Frisch. Clowery 4 Finan
IO-Mar-94

ldlcotl Lrsbume NSLs Explanation

36.181 14.468 18.162 Alaska Pt. jrtmen* cf Revenue
$6.10 $600 $6.00 1985 BOY Tariffs$4.20 $3.73 $3.90 TSM Rate*$1.81 $2.27 $2.10 Lin* 68 - Line 69$65,488 $32,838 $38,140 Un* 67 x Line 7014.45% 12.50% 12.50% Alaska Department of Revenue

$9,463 $4,105 $4,768 Line 71 x Line 7212.25% 12.25% 10.00% Alaska Department of Revenue78.98% 0.96% 100.00% Alaska Department of Revenue9.68% 0.12% 10.00% L!n* 74 x Lin* 75$5,420 $0,034 $3,337 Line 76 x (Line 71 - Uno 73)$50,604 $28,699 $30,035 Lin# 7' - Lin* 73-Line 77

41.245 13.505 23.725 Alaska Dept, of Revenue Est. (11/5/92)$6.10 $6.00 $6.00 1985 BOY Tariff*$3.87 $3.47 $3.59 TSM Retes$2.23 $2.53 $2.41 Lin* 80 - Lin* 81$91,976 *34.168 $57,177 Lin* 79 x Lin# 8214.69% 12.50% 12.50% Alaska Department of Revenue (11/5/92)$13,508 $4,271 $7,147 Line 03 x Lin# 84
12.25% 12.25% 10.00% Alaska Department of Revenue72.78% 0.75% 100.00% Alaska Department of Revenue (11/5/9218.92% 0.09% 10.00% Line 86 x Lin* 87$6,996 $0,027 $5,003 Lin* 88 x (Lin* 83 - Une 85)$71,472 $29,869 $45,027 Line 83 - Une 85 - Une 89

41.724 12.444 26.718 Alaska Dept, of Revenue Est. (3/4/94)$6.10 $6.00 $6.00 1985 BOY Tariffs$3.65 $3 32 $3.44 TSM Rates
$2.45 $2.68 $2.56 Line 92 -Line 93$102,224 $33,350 $68,398 Lin* 91 x Lin* 9414.64% 12.50% 12.50% Alaska Department of Revenue (3/4/94)»U  966 $4,169 $8,550 Une 95 x Lin* 9612.25% 13.40% 10.00% Alaska Department of Revenue (3/4/94)74.1 3% 0.17% 100.00% Alaska Department of Revenue (3/4/94)9.09% 0.02% 10.00% Lin* 98 x Un* 99

$7,930 $0,007 $5,985 Un# 100 x (Lin# 95 -1 In* 97)$79,328 $29,175 $53,863 Un* 95 - Un* 9/ - Lint 101



TABLE 2
TAPS SETTLEMENT AGREEMENT
BENEFIT FROM REDUCED TAPS TARIFFS (12/12/85-12/31/93) 
(revenue am oun ts In millions)

Erudhoe.Bay Kupawk MilntEslnJ Endicott

1993
103 Annual Oil Movement (million bbls) 386.170 114.975 6.935 39.055
104 Pre-TSM Tariff (Weighted Average) $6.00 $6.10 $6.10 $6.10105 Weighted Average TSM Tariff $2.91 $3.12 $3.12 $3.09106 Tariff Differential $309 $2.98 $2.98 $3.01107 Tariff Revenue Effect $1,193,265 $342,626 $20,666 $117,556108 Royalty Rele 12.50% 12.50% 18.35% 14.44%109 Royalties $149,158 342.828 $3,792 $16,975110 State Production Tax Rate 15.00% 15.00% 15.00% 15.00%111 Economic Limitation Factor (ELF) 98.90% 88 14% 0.00% 79.10%112 Effective Producttrii fax Rate 14.84% 13.22% 0.00% 11.87%113 Production Texes $154,893 $39,636 $0,000 $11,934114 Residual Benefit to TAPS Shippers $889,214 $260,161 $16,874 $88,647

1994
115 Annuel Oil Movement (million bbls) 392.193 113.150 6.570 36.500
116 Pre-TSM Tariff (Weighted Average) $6.00 $6.10 $6.10 $6.10117 Weighted Average TSM Tariff $3.26 $3.53 $3.53 $3.46118 Tariff DMferentiu $2.74 $2.57 $2.57 $2.64119 Tariff Revenue Effect $1,074,607 $290,796 $16,885 $96,360120 Royalty Rata 12.50% 12.50% 18.35% 14.44%
121 Royalties $134,328 $36,349 $3,096 $13,914122 State Production Tax Rate 15.00% 15.00% 15.00% 15.00%123 Economic Limitation Factor (ELF) 98.80% 86.58% 0.00% 73.64%124 Effective Production Tax Rote 14.82% 12.99% 0.00% 11.05%125 Production Taxes $139,350 $33,045 $0,000 $9,107126 Residual Benefit to TAPS Shippers $800,932 $221,401 $13,737 $73,339

Summary: 1985-1994
127 Total Tariff Revenue Effect $10,522,206 $2,329,530 $94,390 $704,167

Benefit to State
128 Total Royalties $1,315,278 $291,235 $17,330 $102,143
129 Total Production Taxes $1,306,939 $236,444 $0,133 $64,524
130 Residual Benefit to Shippers $7,899,991 $1,801,851 $76,927 $537,500

Assumptions
1 Pre-TSM tariff rates for Ltsbume and NGLs are assumed equal to the Prudhoe Bay Sadlerochrt weighted average rate
2 Pre-TSM tariff rates for Milne Point and Endicott are assumed equal to the Kuparuk weighted average rate of $6.10.
3 NGL production tax rate set equal to 10 percent and ELF assumed equal to 100 percent.
4 TSM tariff rates for NGLs are assumed equal to the Prudhoe Bay Sadlorochit TSM rates.
5 Schrader BlufT production included with Milne Point amounts.
6 Sag Delta production Included with Endicott amounts.
7 Pt. McIntyre production Included with Lisburne amounts.

Horst. Frisch. Clowery & Finan
10-Mar-94

Lisburne NGLs Explanation

16.060 27.010 Alaska Dept, of Revenue Est (3/4/94)
$6.00 $8.00 1985 BOY Tariffs
$2.80 $2.91 TSM Rates
$3.20 $3.09 Line 104 - Un* 105

$51,392 $83,461 Un*103xLlrt* 106
12.50% 12.50% Alaska Department of Revenue (3/4/94)
$6,424 $10,433 Llm. 107 x Line 108
15.00% 10.00% Alaska Department of Revenue (3/4/94)
0.00% 78.00% Alaska Department of Revenue (3/4794)
0.00% 7.80% Line 110x Line 111
$0,000 $5,896 Line 112 x (Line 107 - Un# 109)

$44,968 $57,332 Line 107-Line 109 -Une 113

29.748 28.288 Alaskn Depf. of Revenue Est (3/4794)
$6.00 $6.00 1985 BOY Tariffs
$3.14 $3.26 TSM Rates
$2.86 $2.74 Un* 116-Una 117

$85,073 '77.596 Lin* 115xLln* 118
12.50% Alaska Department of Revenue (3/4/94)
$10,635 $9,688 Une 119 x Lin* 120
15.00% 10.00% Ataska Department of Revenue (3/4/94)
0.00% 78.00% Alaska Department of Revenue (3/4/94)
0.00% 7.80% Un* 122 x Une 123
$0,000 $5,290 Un* 124 x (Lins 119 - Lin* 121)

$74,443 $62,529 Une 119-Un* 121 - Un* 125

$350,732 $456,006 Sum of Lines 7. 23,35,47,59, 71.83.9S, 107,119

$43,842 $57,001 Sum of Lines 9,25,37,49.81.73,85,97,109,121
$6,225 >36.802 Sum of Lines 13. 29, 41.53.65. 77.69.101.113,125

$300,665 $362,204 Sum of Lines 14.30,42.54,56,78,90.102,114,126



TABLE 3
ADDITIONAL REVENUES COLLECTED BY THE STATE OF ALASKA UNDER THE 

KUPARUK, MILNE POINT, AND ENDICOTT SETTLEMENT AGREEMENTS
THROUGH 1994

Resulting 
Fnm Refunds

Resulting 
From Lower 
Tariffs Total

Kuparuk Settlement 

Milne Point Settlement 

Endicott Settlement

S52.712.242

0

11.533.280

333,378,823

4,900,190

4,356,173

3 8 6 ,0 9 1 ,0 6 5

4,900,190

15.889,453

TOTAL 364.245,523 542,635,186 3106,880,708

Horst. Fnsch, Clowery & Fman 
10-Mar-94



t a b l e  4

ST ATE REVENUE IMPACT OF KUPARUK AND MILNE POINT SETTLEMENTS
lienl TfitP O r) s frwn 

l O K o M

KUFA.RVK SETTLEVEHI.

1?M 1995 1SW 1987 1988 !9S9 1990 1991 7993 !»3 1*4

TAP.irrs tVPPLl

1 FV6 

? SHlVfT^lt

SO 69 

0 345

SO 61 

0 345

SO 61 

0 345

SO 61 

0 345

SO 61

0 265

SO 61 

0 765

1061

0765

SO 61 

0 710

1081

0210

1381 

0 710

00 61 

0 7 W

3 TWOOGirrjT |1| 14.401.077 60.130.795 99 469 578 103.241.369 110.464.577 112.971.574 113.724.905 115.705 000 174 906000 171.010 000 110 720 000

4 F*»6

5 SeUVffwrt

19,936.708 

4 966.354

S45 047.134 

27.647.865

160.375.704 

34.317.004

*62.974 746 

36.618.772

$67,363 397 

79.273.113

1. ’9969

7...37.467
166 871.000 

30 054.000

170.175.190 

74.700 050

175 9 W  944

76 209 790

173 930 517 

75 00V WO

172810 201 

25 141 200

6 STATE REVENUE IMPACT (T| 18 5300% 18 5679% 20 0926% 19 7117% 20 0731% 77 0678% 73 8719% 73 861**" 73 0774% 73 7431% 73 5610%

7 STATE GAIN VS Ell ED TARIFFS 1970.636 13.972.371 15 ?33 765 *5.397.327 17.649 914 10.551.079 19.153 077 I10.« 530 111 997 190 111 470 801 111.184 190

9 CUMULATIVE STATE GAII' 1970 636 14 092.957 110.176 72? 115.518 549 173 160.464 131 720,793 140 (73 44 151.737.894 163 4»0?5 t74 906 978 1 M  391.008

MiUTEPOlNT SETTLEMENT.

o FApN T«rtf

10 St .«-n#rt T»«B

11 Oriental

12 Tlwouobrcl |1|

13 Revpfiu# n*4ueilon

14 St*1eG»*n • %

15 Slsle G»#i

16 C uhvjIaIvp SIM# G»m
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11 47 

10 44 

8.577 742 

2.915 966 

183503% 

533 064 

535 094

11 91

H  70

0.570 000 

4.904 700 

19 3500% 

955 97; 

1 301056

11 4« 

11 19 

10 73 

« 954 000

5070.470 

t»aorc% 

9*3 7 M  

7VT4 617

Sift

10 71

11 O  

8 935 000 

7818 550 

18 3507%

1 438 007

J 74? |1«

1191 

10 85 

I Q M

6 370 000 

6 307 7 *  

11 3500% 

1 157.371

4 « m  iso
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12! Roysly »>vl pfoduclim t«n-» Inf Kt^wnA »rvj M*np ar? *#lghlffl by tbfouohpul Tat (M#* pfcv»V<l by A1*U* tVp*rt***-.< & Prvmif



TABLE 5
STATE REVENUE IMPACT OF ENDICOTT SETTLEMENT AGREEMENT

Horst. Frisch. Clowery & Finan
03/09/94

State 

Revenue 
Tariff Impact

Year Rate ($/bbl) As of 3/4/94

1987 $0,623 $297,412
1986 0.617 1.312,403
1939 0.636 892,644
1990 0.537 1,868,811
1991 0.453 2,755,714
1992 0 407 2,756,962
1993 0.410 2.827,430
1994 0.340 3,178,077

Dial (1987-1994) $15,889.453

Notes:
[1] Impact of Settlement measured relative to tariff rates of $0 71/bbl.
[2] Combined State royally and production tax rates for 1993 and 1994 provided by 

the Alaska Department of Revenue on 3/4/94.
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W m I O N  t CONTiON I90NI l'»H NIiJO

M a r c h  1/ 1994

VIA FAX 586-1987
G r e g g  E r i c k s o n  
A l a s k a  B u d g e t  Report E c i t c r  
319 S e w a r d  Street, S u ite 6 
Juneau, AK 99801

D e a r  Gregg:

W h i l e  I arc a l w a y s  g l a d  t o  hear r.rcn  old cc.. l e a g u e s , your
c a l l  to me y e s t e r d a y  a f t e r n o o n  c a u g h t  rre som e w h a t  b y  surprise. If
m y  response to  y o u r  i n q u i r i e s  c o n c e r n i n g  rr.y l i t i g a t i o n  m a n a g e m e n t  
r e s p o n s i b i l i t i e s  o n  b e h a l f  cf the S t a t e  w i t h  r e s p e c t  to t h e  o i l  and 
g a s  r o y a l t y  and t a x  c o l l e c t i o n  c a s e s  was iess than detailed, I had 
s e v e r a l  ve r y  gcod r e a s o n s  f o r  rcy b r evity. First, as you know, all 
d e t a i l s  of t a x  c o l l e c t i o n  cases at the a d m i m s t r a  :ive level cue 
c o n f i d e n t i a l  by s t a t u t e .  See AS 43.05.230. Secor.c, w i t h  r e s p e c t  
t o  royalty c o l l e c t i o n ,  rcy f i r m  is p r e s e n t -’/ lead c o u n s e l  f o r  the 
S t a t e  in t h e  ANS R o v a l t v  L i t i c a t i o n  (gas r o y a l t y  v a l u a t i o n  and 
r e l a t e d  f i eld cost a c c o u n t i n g  issues), State v. K a o c ? , and M a s c o  v . 
S s a t e  ( r o y a l t y  oil p r i c e  a d j u s t m e n t  cla i m s  a g a inst M a p c o  u n d e r  four 
r o y a l t y  oil sales c o n t r a c t s ) . 1

Y o u  are now an e x p e r t  w i t n e s s  ter c h e  oil companies, ai:d 
a d v e r s e  a g a i n s t  the S t a t e  ir. the p e n d i n g  g a s  p h a s e  of the ANS 
R o y a l t y  L i t i g a t i o n  case, and your i n q u i r y  y e s t e r d a y  places m e  m  e 
"Catch 22' e t h i c a l  dilercr.a. In p a r t i c u l a r ,  a d e t a i l e d  r e s p o n s e  
a b out the legal fees m y  f i r m  has o i l l e d  tr.e State with r e s p e c t  to 
the o n g o i n g  gas l i t i g a t i o n  m a y  d i s c l o s e  the Stat e ' s  l i t i g a t i o n  
s t r ategies or t h e o r i e s .  A d d i n g  to m y  e t h i c a l  dt-emr.a is the fact 
that t h e  s e n s i t i v e  i n f o r m a t i o n  y o u  seek pertains t o  the v e r y  same
case i n  w h i c h  y c u  are e x p e r t  w i t n e s s  a d v e r s e  to t h e  State.

J M y  firm's r e p r e s e n t a t i o n  of the S t a t e  in t h e  oil 
v a l u a t i o n  p h a s e  o f  the ANS ■Royalty L i t i g a t i o n and ir. the r o y a l t y  
v a l u a t i o n  o f  Sn»*rh (Took Ir.lot gas (S t a te v. P h i l l i p s ) dates b a c k  t o  
1983 .
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N e v e r s h e l e s s ,  upon i n s t r u c t i o n  i r o n  A t t o r n e y  G e n e r a l
Botelho, I a m  s e n d i n g  you two s c h e dules w h i c h  p r o v i d e  d e t a i l s  o n  
the work for w h i c h  the Scace has asked me to a s s u n c  r e s p o n s i b i l i t y  
as lead counsel. T h e  first sch e d u l e  sets f o r t h  c o n s i d e r a b l e  d e t e i l  
c o n c e r n i n g  the w o r k  w h i c h  led to the oil r o y a l t y  s e t t l e m e n t s  w i t h  
b o t h  the P r u dhoe Bay and K u p a r u k  p r o d u c e r s  and all but one of the 
State's AH3 r o y a l t y  in kind p u r c h a s e r s . The se c o n d  s c h e d u l e  is a 
v e r y  b r i e f  s u m m a r y  s chedule d e a l i n g  wi t h  the v a r i o u s  o n - g o i n g
m a t ters d e s c r i b e d  a b o v e .

To o b t a i n  the 5800 m i l l i o n  p a i d  to the S t ate aa a r e s u l t
of the P h i l l i p s  1NG and ANS o i l  v a l u e  r o y a l t y  s e t t l e m e n t s /  the
3 tete p a i d  almost 373 m i l l i o n  in l i t igation fees and costs. As you 
can see from the first schedule, $9.7 m i l l i o n  was for a t t o r n e y s  
fees to m.y f i r m  for '’5,000 hours of a t t o r n e y  services; 57.3 m i l l i o n  
was for 2 2 2 , 0 0 0  h o urs of p r o f e s s i o n a l  p a r a l e g a l  s e r v i c e s  p r o v i d e d  
by my  firm; 34.4 m i l l i o n  c o v e r e d  the out of p o c k e t  costs m y  firm 
a d v a n c e d  on b e h a l f  of the S t a t e ' s  l i t i g a t i o n  efforts. As y o u  can 
a l s o  see, m y  firm's total billings, i n c l u d i n g  c o s t s  ana 
p r o f e s s i o n a l  fees, w e r e  $21 million. The cost to our f i r m  for the 
fees of co c o u n s e l  d u r i n g  this p h ase of the l i t i g a t i o n  was $22.5 
million. The fees for our ex p e r t  c o n s u l t a n t s  coat the S t a t e  $29.2 
m i l l i o n .

As you m a y  rem e m b e r  f r o m  the i n f o r m a t i o n  y o u  l e a r n e d  
a b o u t  t h i s  l i t i g a t i o n  w h i l e  you w e r e  e m p l o y e d  in the G o v e r n o r ' s  
b u d g e t  office, the e n ormous e x p e n d i t u r e  on ex p e r t  c o n s u l t a n t s  and 
on p a r a p r o f e s s i c n a l s  ir. o u r  firm was o c c a s i o n e d  b y  the m a s s i v e  data 
c o l l e c t i o n  e f f o r t  n e c e s s a r y  to p r o v e  how the p r o d u c e r s  m a r k e t e d  
ea c h  and e v e r y  b a r r e l  of ANS c r u d e  oil p r o d u c e d  fr o m  1977 t h r o u g h  
198G. T h e  d a t a  c o l l e c t i o n  e f f o r t  cost m o n e y  b e c a u s e  it w a s  bocn 
d i f f i c u l t  to do and a b i g  job. T h e  f o l l o w i n g  s t a t i s t i c s  u n d e r s c o r e  
that point. Tie 5.2 b i l l i o n  b a r r e l s  of A N 3 crude p r o d u c e d  d u r i n g  
this ti n e  p e r i o d  r e q u i r e d  over 15,000 t a n k e r  v o y a g e s  —  r o u g h l y  
7,500 V a l d e z  l o a d i n g s  a n d  7,500 P a n a m a  loadings. E a c h  V a l d e z  
loading t r i g g e r e d  one or more i n v e n t o r y  and t a r i f f  transactior.3 
wiLli r e a ped, to the crude oil i n v e n t o r y  in Valdez. D u r i n g  thie 
time p e r i o d  t h e r e  w e r e  26,044 such tariff t r a n s a c t i o n s ,  Th i s  crude 
was d e l - v e i e d  Lu c u s t o m e r s  u n d e r  the torms of o v e r  4,000 t h i r d  
p a r t y  contracts, each of w h i c h  r e q u i r e d  care f u l  a n a l y s i s .  T h e r e  
w e r e  over. 16,500 i n d i v i d u a l  d o l i v e r i e o  of Ah'3 c r ude u n d e r  the terms 
o: these contracts. M a n y  of t h ese A N S  t h i r d - p a r t y  c o n t r a c t s  were 
exchanges, w h - c h  n e c « b » i t a t e d  an i n d e p e n d e n t  e v a l u a t i o n  o f  the 
c r ude r e c o v e r e d  on exchange. A N S  va8 e x c h a n g e d  for 105 d i f f e r e n t  
kinds of e x ude c u r i n g  this time period. On c e  all this i n f o r m a t i o n  
was g a t h e r e d  and c a r e f u l l y  t a b u l a t e d  for the r o y a l t y  l i t i g a t i o n ,  it 
was alBO a v a i l a b l e  to ex p e d i t e  r e s o l u t i o n  of the p r o d u c t i o n  and 
i ncome t a r  m a t t e r s  w h i c h  w e r e  at issue for mu c h  of this same time 
period. This i n f o r m a t i o n  has bo o n  and in l»«luy ub«d lur that
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p u r p o s e .

The s e c o n d  rea s o n  the i n f o r m a t i o n  g a t h e r i n g  u n d e r t a k i n g  
was sc e x p e n s i v e  was the state u f. t h e  records of the
m a j o r  ANS p r o d u c e r s  —  p a r t i c u l a r l y  ARCO. This difficulty, I m i g h t  
add, p e r s i s t s  w i t h  r e s p e c t  tu i s s u e s  romai n i n g  in the r o y a l t y  
l i t i g a t i o n  for w h i c h  you have n o w  b e e n  r e t a i n e d  by the producers.

At A t t o r n e y  G e n e r a l  B o t e l h o ' s  request, I have c o m b i n e d  
a l l  t h e  w o r k  on c h e  t h r e e  t a x  a n d  l o y a l t y  m a t t e x s  f o r  w h ic h  I  am 
c u r r e n t l y  r e s p o n s i b l e  into a one line cable. A mors d e t a i l e d  
b r e a k d o w n  w o u ld  r e v e a l  c o n f i d e n t i a l  d e u a i l s  c o n c e r n i n g  this o n ­
g o i n g  litigation.

I a p p r e c i a t e  y o u r  p r o m i s e  to include the i n f o r m a t i o n  
p r o v i d e d  by chia l e t t e r  w i t h  y o u r  p r o p o s e d  u e w sleLLer ar.icle.

V e r y  truly yours,

CONDON, PARTNOW^ S< SKARROCK

B v :  --------------
wiTLoui: L. C o n d o n

W L C : 1 js
E n c l o s u r e s  a s  s t a t e d .
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Total
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Co-Counsel 
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Expert
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1983 2,61610 $301,550 511518 4020 $1,608 540 00 5303,158 547,485 ($1,911 5348.733 57200 $326,284 5682217

1964 4.423 70 5503.567 5113.83 2,87500 $133,339 546 38 5636,906 576570 50 5713.776 $425,679 5513.288 $1,658,743

1965 4,75880 $570204 511982 8.129.10 5396,057 54897 5968.261 $218,489 50 $1,186,750 $973,889 $791,749 $2,952,388

1S86 3.78280 5462563 512757 12,076 85 5580,104 548.03 51.062.687 5461563 (557.118] 51.467.132 51204.350 $1,157,896 S3 529 576

1987 S.l 14.85 51,050,553 511526 13.199.70 5628.742 547.63 51.679294 5391.054 ($82,169] 51588.180 S t.434.756 51.744.374 55.167.312

1968 10.44595 51231,725 $117.91 47,144 71 Sl.141,010 $24 20 52,372.734 $452,383 ($11.67b S2,813.442 $2,145,506 $2.956258 $7,915,206

1969 13.175.11 51.705/367 5129.44 43,51851 51,121.742 525.7B 52527.108 5510246 (582226 53255,128 54558282 $6,590,375 $14,406,785

1990 9.063 96 $1281.099 514125 37,401 63 51.136.998 530 40 52,418,097 5599.888; ($106237 52.911.747 SS,345,947 59.211 671 $16.469565

1991 12.867 76 51.966240 515280 43,39265 $1,612,928 537.17- $3,579,166 $1,068,466 ($38,884 $4,628,750 $4,715,800 54.769.442 $14,113,991

Thn/4/92 4.16069 5665.490 5156 j 5 14507.68 5539541 $37.19 51206.031 5551.854 ($35578 5t.7V1.307 $1,/62,373 S2.127265 $5,610,945

ToU
{4*S3-y3?)

74,417 74 $9.7582/7 $131.13 222286 04 572*4.067 53281 517.052.444
1

54/398500 (5415,799 521.034.945 522573.783 $29,197,602 572506,330
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Export
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lo o t 2B*BJ .14  * 4 .U t* ,3 15  * 143 .65 98,799.95 *3.672.333 *37 18 17 ,7 7 1 .2 * * 1,8 2 9 ,18 3 (*273£95 $9,-426,443 *5,5&4,388 *4,563,940 *18 ,438 ,264



WALTER J. HICKEL, GOVERNOR
PLEASE REPLY TO:

D E P A R T M E N T  O F  L A W
□ 1031 WEST 4TH AVENUE. SUITE200 ANCHORAGE. ALASKA 99501-1094 PHONE. (907) 269-5100

FAX: (907) 276-3697

OFFICE OF THE A TTORNEY GENERAL □ KEY BANK BUILDING100 CUSHMAN ST.. SUITE 400 FAIRBANKS. ALASKA 99701-4679 PHONE: (907)451-2011 FAX. (907)451-2846
F e b r u a r y  22, 19 9 4  ^ I p o .  box 110300 s ta te c a p i to l» '  IIIMPAIl /.! ACttA ooct. nirtnJUNEAU. ALASKA 99811 0300

PHONE: (907)465-3600FAX: (907) 4E&-5P95— 46*8735

T h e  H o n o r a b l e  S t e v e  F r a n k  
C o - C h a i r
S e n a t e  F i n a n c e  C o m m i t t e e  
R o o m  518 
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

T h i s  l e t t e r  is to r e q u e s t  a d d i t i o n a l  f u n u i n g  b e  a d d e d  to
t h e  D e p a r t m e n t  of Law O i l  & G a s  l i t i g a t i o n  F Y  19 9 4  s u p p l e m e n t a l  
a p p r o p r i a t i o n  req u e s t .  T h i s  is b a s e d  u p o n  u n a n t i c i p a t e d  c h a n g e s  in 
t h e  c o u r s e  o f  t h e  A N S  R o y a l t y  l i t i g a t i o n  a n d  F E R C  1 9 9 4  t a r i f f  
l i t i g a t i o n .  The D e p a r t m e n t  of L a w  r e q u e s t s  a n  a d d i t i o n a l  $2.5 
m i l l i o n  be a d d e d  t o  our FY  94 s u p p l e m e n t a l  a p p r o p r i a t i o n  b ill.

If 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  to 
c o n t a c t  me.

Re: SB 2 8 7 / 1-\ Q

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

S i n c e r e l y

B R U C E  M. B O T E L H O  
ATTORNEY G ENERAL

J a m e s  L. B a l d w i n  
A s s i s t a n t  A t t o r n e y  G e n e r a l

J L B : t g

cc: N a n c y  S l a g l e
O f f i c e  o f  M a n a g e m e n t  & B u d g e t

01-CM.H




