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No.
Sill Version:  HB 320

F I S C A L  N O T E  (H) Publish Dale: 4 / 2 2 / 9 5

1995 LEGISLATIVE SESSION
Revision Date: ________________________________
Title: An act approving the sale of Prudhoe Bay Unit
royalty oil by the State to Tesoro Alaska Petroleum Co.________

S T A T E  O F  A L A S K A

Dept Affected: Natural Resources 
BRU: Resource Development
Component: Oil & Gas Development

Sponsor:
Requestor:

Rules Committee
Governor

Expenditures/Revenues

Component Serial No.

(Thousands of Dollars)

439

OPERATING EXPENDITURES FY96 FY97 FY98 FY99 FY00 FY01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
100F GF/'Program Receipts
1006 GF/'MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY95) cost: S 0.0

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)
The Stale will sell loyalty oil lo Tesoro Alaska Pelroleum Co. at a price based on the royalty value ol Prudhoe Bay Unit (PBU) royally oil sold by Exxon. In 1994, Ihis value 
averaged S. 15 per barrel more than the volume-weighed average royalty value ol royalty oil IIHod by all ol Ihe PBU producers. This difference will decline over Ihe Hie ol Ihe 
coniract as ihe surplus ol Alaska Nonh Slooe oil snipped lo (he Goll Coast declines. It is expected that this dillerence will just offset potential revenue losses ol royalties and 
severance taxes which may result Irom the sale. These losses are caused when, in soiling royally oil. Iho State reduces Ihe volume ol oil sold by me producers in Alaska. The 
prooonion cl oil sold by ihe producers in Iho higner value Wesl Coast (including Alaska) is reduced and Ihe average royalty value and value ol severance tax oil is also reduced.

Kevin Banks
Oil & Gas

Prepared by:
Division:
Approved by Commissioner

Agency:

Phone 
Date:

Date: W/

762-2589
19-ADr-95

C O M M /  rra*AlG©ft*ROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
(GOvpbu.xls Rev 4/19/9 5 ) For further distribution information call the Governor's Legislative Office Page • ot i
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1995 LEGISLATIVE SESSION

No. 2
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Revision D a te :________________________________ Dept. Affectech_______Revenue
Title: Royaltv Oil Sale to Tesoro bv the State BRU: Revenue Ooerations

Component: Oil and Gas Audit
Sponsor: Governor
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OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY 01
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CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY95) cost: S 0.0
POSITIONS
FULL-TIME
PART-TIME
TEMPORARY
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Resolution 95-1

On March 21, 1995, the acting director of the division of oil and gas ("director” ) provided 
the Alaska Royalty Oil and Gas Development Advisory Board (“Board” ) with preliminary findings 
and proposed contract for a three-year sale of approximately 40,000 barrels per day ofPrudhoe 
Bay Unit royalty oil to Tesoro Alaska Petroleum Company ("Tesoro"). Tesoro w ill process the 
oil in its refinery in Nikiski, .Alaska.

The propose contract was discussed between representatives of the division of oil and gas 
and Tesoro over the past four months culminating in a draft contract. On March 21, 1995, the 
director made public the proposed contract and the Preliminary Finding and Determination of the 
Commissioner of the Department of Natural Resources. The director notified the public that the 
proposed sale would be discussed at the Board’s meeting on April 6, 1995 and invited them to 
attend.

On April o, 1995, the Board met to discuss the sale and to take public comment on it.
The meeting was attended by representatives of the division of oil and gas, representatives of 
Tesoro, and members of the public. The Board received a presentation from the division staff 
regarding the proposed sale and contract, questioned the staff about them, and made several 
suggestions. The staff will implement those suggestions. At the conclusion of the discussion, the 
voting members of the Board, who attended the meeting, unanimously approved the proposed 
sale and recommended that the proposed contract be approved by the legislature.

Based on the Board’s review of the contract for the sale and purchase o f royalty oil 
between the state of Alaska and Tesoro, the Commissioner’s finding and determination regarding 
the proposed sale, and the information presented at a public meeting of the P jard, the Board is of 
the opinion that the proposed disposition ofPrudhoe Bay Unit royalty oil to Tesoro meets the 
requirements of AS 32.06 and 11 AAC 26. The Board adopts the Commissioner’s finding and 
determination, and recommends that the Nineteenth Legislature approve the agreement for the 
sale and purchase of royalty oil from the Prudhoe Bay Unit to Tesoro Alaska Petroleum 
Company.

Lym f Aleshire Tom Cook

The Alaska Royalty Oil and Gas Development Advisory Board
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T he A laska R oyalty  Oil and Gas Developm ent Advisory Board

Resolution 95-1
r  v-

On M arch  21, 1995, the acting director o f the division o f oil and gas (“d irec to r”) provided 
the A Jaska R oyalty  Oil and G as D evelopm ent Advisory B oard ("Board") with prelim inary findings 
and p roposed  contract fo r a th ree-year sale o f  approxim ately 40,000 barrels p e r day  o f Prudhoe 
B ay U nit royalty  oil to T esoro  A laska Petroleum  Com pany (‘T eso ro "). Tesoro will process the 
oil in its refinery in N ikiski, A laska.

T he propose contract w as d iscussed between representatives of the d iv ision o f  oil and gas 
and  T eso ro  over the past four m onths cu lm inating  in a  draft contract. On M arch 21, 1995. the 
d irec to r m ade public the proposed contract and the Prelim inary Finding and D eterm ination o f the 
C om m issioner o f the D epartm ent o f N atural R esources. T he director notified the public that the 
p roposed  sale w ould be d iscussed at the B oard’s m eeting on A pril 6, 1995 and invited  them  to 
attend .

On April 6, 1995. the Board met to discuss the sale and to lake public comment on it.
T h e  m eeting was attended bv representatives o f the division o f  oil and gas, represen tatives o f 
T esoro , and m em bers o f the public. T he B oard received a  presentation from the d iv ision staff 
regard ing  the proposed sale and contract, quesuoncd the s ta ff  about them, and m ade several 
suggestions. T he s ta ff  w ill im plem ent those suggestions. A t the conclusion o f the discussion, die 
vo ting  m em bers o f  the B oard, w ho attended the m eeting, unanim ously approved the proposed 
sale and  recom m ended that the proposed  contract be approved by  the legislature.

B ased on the B o ard ’s review  o f the contract for the sale and purchase o f  royalty  oil 
betw een  the state o f  A laska and Tesoro, the C om m issioner's finding and determ ination regarding 
the proposed  sale, and the inform ation presented at a public m eeting of the B oard, the B oard  is o f 
the op in ion  that the p roposed  disposition o fP ru d h o e  Bay U nit royalty oil to T esoro  m eets the 
requ irem ents o f  A S 32.06 and 11 A A C  26. T he Board adopts the C om m issioner's finding and 
de term ination , and  recom m ends that the N ineteenth L egislature approve the agreem ent for the 
sale  and purchase o f  royalty  oil from  the Prudhoe Bay U nit to Tesoro Alaska Petro leum  
C om pany.

Lynn Aleshire Tom Cook

W ilson C ondon Becky Gay



Final Finding and Determination 

to Sell Royalty Oil 

to

Tesoro Alaska Petroleum Company

T h e  f u l l  t e x t  o f  t h i s  m a t e r i a l  i s  c o n t a i n e d  i n

MEMBERS' F I L E S  FOR S B  1 6 4 .

A la s k a  C e p a iT T n e n r  o f

N A T U R A L  
R E S O U R C E S

Division of Oil and Gas 
3601 "C" Street, Suite 1380 

Anchorage, Alaska 99503-5948

April 21, 1995



T h e  f u l l  t e x t  o f  t h i s  m a t e r i a l  i s  c o n t a i n e d

MEMBERS' F I L E S  FOR S B  1 6 4 .

A n  A n a l y s i s  o f  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 ' 

P r o p o s e d  T h r e e - Y e a r  C o n t r a c t  f o r  t h e  S a l e  o f  

P r u d h o e  B a y  R o y a l t y  O i l  t o  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

Tesoro AJaska Petroleum Company 
March 29, 1995



T h e  f u l l  t e x t  o f  t h i s  m a t e r i a l  i s  c o n t a i n e d

MEMBERS' F I L E S  FOR S B  1 6 4 .

AGREEMENT FOR THE SALE .AND PURCHASE

OF

STATE ROYALTY OIL 

to

TESORO ALASKA PETROLEUM COMPANY

THE STATE OF .ALASKA 
Department of Natural Resources

Dated as of April 21,1995



BILL: SB 164 SHORT TITLE: APPROVE TESORO ROYALTY OIL
AGREEMENT
BILL VERSION:
SPONSOR(S): RULES BY REQUEST OF THE GOVERNOR

CURRENT STATUS: (S) FIN STATUS DATE: 04/27/95
THEN RLS

TITLE: "An Act approving the sal j  of Prudhoe Bay Unit royalty oil by the State 
of Alaska to Tesoro Alaska Petroleum Company; and providing fo r an effective
date."

04/22/95 1190 (S) READ THE FIRST TIME -  REFERRAL(S)
04/22/95 1190 (S) RESOURCES, FINANCE
04/22/95 1190 (S) ZERO FISCAL NOTES (REV, DNR)
04/22/95 1190 (S) GOVERNOR’S TRANSM ITTAL LETTER
04/22/95 1191 (S) HOUSE AND SENATE JOINT JOURNAL SUPP #12
04/22/95 1191 (S) CONTAINS SALE &  PURCHASE AGREEMENT OF
04/22/95 1191 (S) STATE ROYALTY OIL TO TESORO AK PETROLEUM
04/27/95 1269 (S) RES RPT 6DP
04/27/95 1269 (S) PREVIOUS ZERO FNS (REV, DNR)
04/27/95 1269 (S) REFERRED TO FINANCE



BILL: SB 164 SHORT TITLE: APPROVE TESORO ROYALTY OIL
AGREEMENT
BILL VERSION:
SPONSOR(S): RULES BY REQUEST OF THE GOVERNOR

CURRENT STATUS: (S) FIN STATUS DATE: 04/27/95
THEN RLS

TITLE: "An Act approving the sale of Prudhoe Bay Unit royalty oil by the State 
of Alaska to Tesoro Alaska Petroleum Company; and providing for an effective
date."

04/22/95 1190 (S) READ THE FIRST TIME -  REFERRAL(S)
04/22/95 1190 (S) RESOURCES, FINANCE
04/22/95 1190 (S) ZERO FISCAL NOTES (REV, DNR)
04/22/95 1190 (S) GOVERNOR’S TRANSM ITTAL LETTER
04/22/95 1191 (S) HOUSE AND SENATE JO INT JOURNAL SUPP #12
04/22/95 1191 (S) CONTAINS SALE & PURCHASE AGREEMENT OF
04/22/95 1191 (S) STATE ROYALTY OIL TO TESORO AK PETROLEUM
04/27/95 1269 (S) RES RPT 6DP
04/27/95 1269 (S) PREVIOUS ZERO FNS (REV, DNR)
04/27/95 1269 (S) REFERRED TO FINANCE



T o n y  K n o w  L i e s
GOVERNOR

P.O. Box 110001 
Juneau, Alaska 99811-0001 

(907) J 65-3500 
Fax (907) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR 

J U N L A U

April 22, 1995

The Honorable Gail Phillips 
Speaker of the House 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Speaker Phillips:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am transmitting a bill 
that provides for legislative approval of a royalty oil contract between the state and Tesoro 
Alaska Petroleum Company for the sale of Prudhoe Bay Unit royalty oil. Also transmitted 
with this bill are copies of the resolution of die Alaska Royalty O il and Gas Development 
Advisoiy Board recommending approval of that contract in accordance with 
AS 38.06.040(a)(3) and 38.06.050(a), and the report required by AS 38.06.070(c).

The contract is described in a final finding issued by die commissioner of the Department of 
Natural Resources on April 21, 1.995. A copy of the commissioner’s final finding and the 
signed contract are attached. Copies of the commissioner’s preliminary finding and die draft 
contract previously were sent to die legislature and made available to the public for review.

A bill approving die contract is being introduced for legislative approval for two reasons. 
First, as a matter of comity, I respect die legislature’s desire to have a direct voice in major 
disposals of royalty oil. Therefore, although this and previous Administrations have 
consistently taken die position diat the statutory requirement of legislative approval of 
royalty oil contracts (AS 38.06.055) is unconstitutional, die contract itself contains 
provisions requiring approval by the legislature before it can take effect.

Second, diis legislation would ratify the royalty oil contract. This ratification would cure 
any procedural defect diat might have occurred in die process of entering into diis contract.

I urge your prompt consideration and passage of tiiis bill.

Sincerely,

Governor
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DATE: 4/29/95 FURTHER:
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Finance Committee considered HOUSE BILL NO. 320

Approving the sale of Prudhoe Bay Unit royalty oil by the State of Alaska to Tesoro Alaska 
Petroleum Company; efd.
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[ J be replaced with 

[ J adopt previous- _

CS

CS

\ ] attached amendment(s)

[ | adopt Letter of Intent by 

[ J further referral to the__
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Committee

Senate Bill:
f ] same title 

_) I j new title
House Bill:

_) [ | same title
[ J technical change 
I | new: SCR"

SIGNING DO PASS

Co-Chair:
Co-Chair:

N EW  FISC A L  N O TE (S): .
Department Date Zero Fis'^l

OTHER

PREV IO U S FISC A L  NO TE(S):*
Department * Date Zero Fiscal

[ ] A P P R O P R I A T I O N  -  no fiscal note 'in clude fiscal notes accompanying Governor’s bill




