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C O M M ITTEE REPORT 

SENATE

F U R T H E R : ______________________

4/28/78 _________________________________

Date: _______________________________

Mr. President:

The C o m m i t t e e  on  FINANCE has h a d ________SCR 96

royalty  oil sales agreement b e t w e e n  State of A l a s k a  &  Golden V a l ley Electric 
A s s o c i a t i o n

under c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) (the committee 

reports it b a c k  as follows)

( ) recommen ds it do pass ( ) recommends it do not pass

( ) recommen ds it do pass w i t h  attached amendment(s)

( ) ecommends it be r e p l a c e d  w i t h  CS for __________________________________

a n d _____________________________________ ( ) n e w  title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note

( ) reports it b a c k  w i t hou t recommendation

( ) and jecommends it be r e f err ed to i_ne___________________ Committee

ME M B E R S  SIGNING DO PASS: O T H E R  RECOMMENDATIONS:

S 60 ( r e v .  6/77)
Chairman



5 60 ( r e v .  6/77)
Chairman

k k b b s s b b b b

4/5/78

Mr. President:
SPECIAL C O M M I T T E E  TO C O N SIDER 

The C o m m ittee on R O Y A L T Y  OIL SALES PROPOS ALS has had SCR 96

ro y a l t y  oil sales agreement b e t w e e n  State of A l a s k a  & G ol den V a l l e y  Electric 
Association

under c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) (the co mmittee 

reports it b a c k  as fo

( Is*) recommends do pass J ( ) recommends it do not pass

( ) recommends i t d o  p^s-s^ w i t h  attached  amendment (s)

( ) recommends it be r e p l a c e d  w i t h  CS for ____________

_____________________________________ ( ) n e w  title ( ) same title

( ) A N D  attaches a L etter of Intent ( ) New Fiscal Note

( ) reports it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

( ) and recommends it be r e f erred to the  Committee

MEMBERS SIGNING DO PASS: O T H E R  R E C O M M E N D A T I O N S :

SENATE
F U R T H E R : None



SCR 96

To Con si d e r  R o y a l t y  Oil 
Sales Proposals

BY THE RULES C O M M ITTE E BY 
IN THE SENATE R E Q U E S T  OF THE G O V E R N O R

S E N A T E  C O N C U R R E N T  R E S O L U T I O N  NO. 56 

IN TKL L E G I S L A T U R E  CF THE STATE OF ALAS!

T E N T H  L E G I S L A T U R E  - SECOND SESSION

A p p r o v i n g  amendm ents to the royalty 

oil sales a g r e ement b e t w e e n  the 

State of A l a s k a  and Golden  V alle y 

Elect r i c  A s s o c i a t i o n  

BE IT R E S O L V E D  B Y  THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

WHEREAS, the State of A l a s k a  and the Golden V a lley E l e ctri c A s s o c i a­

tion e n t ered into an agr eement entitled "Royalty Oil Sales A rreement ," 

dated A.pril 12, 1977; and

W H E R E A S , the c o mmiss ioner o f  the Departm ent of Natural R e s o urces  and 

the G o l d e n  Va lley E l e c t r i c  A s s o c i a t i o n  have n e g o t i a t e d  certain amendments 

to the agreement; and

WHEREA.S, the A l a s k a  R o yalty Oil and Gas De velo p m e n t  A d v i s o r y  Board has 

approve d those a mendments as required by A S  38.06.050; and

WHEREAS, these amendments w i l l  m a k e  the terms o f  the agre ement c o n­

sistent w i t h  the terms of other agreements for the sale of the state's 

royalty oil currently b e f o r e  the legislature, for approval or u n d e r  n e g o t i a­

tion; and

W H E R E A S , the amendments  are in the best interests of the State of 

Alaska;

BE IT R E S O L V E D  by the A l a s k a  State L egislature that the amendments are 

approve d u n d e 1* AS 38.06.055.



A p r i l  5, 1 9 7 8

The H o n o r a b l e  Joh n L. R a d e r  
P r e s i d e n t  of the Senate 
A l a s k a  State Legi sl a t u r e  
Juneau, A l a s k a  99811

D e a r  Mr. President:

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18 o f  the A l a s k a  
Constitution, and in ac cord a n c e  w i t h  AS 2 4 .30.060(b) and 
the U n i f o r m  Rules o f  the A l a s k a  State Legislature, I am 
t r a n s m i t t i n g  a c o n c u r r e n t  r e s o l u t i o n  a p p r o v i n g  
amendments to the "Roy alty Oil Sales Agree m e n t "  b e t w e e n  
the State of A l a s k a  and the G o l d e n  V a l l e y  E l e c t r i c  
A s s o c i a t i o n  da ted April  12, ly77.

The amendments w e r e  n e g o t i a t e d  b y  the c o m m i s s i o n e r  o f  the 
D e p a r t m e n t  of N a tural  Res ou r c e s  u n d e r  AS 38.05.183, and 
approved b y  the A l a s k a  R o y a l t y  Oil and Gas D e v e l o p m e n t  
Ad v i s o r y  B o a r d  und er AS 38.06.050. The amendm e n t s  will 
make the terms of the a g r e e m e n t  b e t w e e n  the s tate  and 
G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n  c o n s i s t e n t  w i t h  the 
terms of other agreements  for the sale of the state's 
ro yalty oil, a greements w h i c h  c u r r e n t l y  are b e f o r e  the 
legislature for approval or are under n e g o t i a t i o n  and 
will be submitted  for approval in the n e a r  future.

In the past, there have  b e e n  questions r a i s e d  over the 
c o n s t i t u t i o n a l i t y  of the leg islature's approval of an 
executi ve act b y  the means o f  a c o n c u r r e n t  resolution. 
In an e ffor t to a v o i d  r a i sii g that issue b y  s u b m i t t i n g  
this c o n tr act for approval, I i n s i s t e d  that a clause 
re q u iring legislative approval be p l a c e d  in the c o n t r a c t  
itself. I did so to insure that leg is l a t i v e  a p p roval in 
this instance c o u l d  b^. s u s t a ined on the basi s o f  a 
contractual p r o v i s i o n  rather than raise a c o n s t i t u t i o n a l  
debate over l egislat ive p o w e r  to r e q uire such approval.

Sincerely,

Jay S. H a m m o n d
Gover n o r



ROY ALT'/ OIL SALES AGREEMENT

THIS A M E N D M E N T ,  e n t e r e d  into by a n d  b e t w e e n  the 

C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  of the S t a t e  of A l a s k a ,  

.acting p u r s u a n t  to AS 38. 05.183, h e r e i n a f t e r  r e f e r r e d  to as 

"Seller", a n d  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n ,  an A l a s k a n  

N o n - P r o f i t  C o r p o r a t i o n ,  h e r e i n a f t e r  r e f e r r e d  to as "Buyer",

E I : £ N E S S E T H :

T H A T  W H E R E A S ,  S e l l e r  a n d  B u y e r  e n t e r e d  into t h a t  

c e r t a i n  a g r e e m e n t  e n t i t l e d  " R o y a l t y  O i l  S a l e s  .-.cjreement" 

(Agreement), d a t e d  the 12th day o f  April, 1977; and,

W H E R E A S , B u y e r  a n d  S e l l e r  b e l i e v e  th at c e r t a i n  

a m e n d m e n t s  to t h a t  A g r e e m e n t  are in the b e s t  i n t e r e s t s  o f  

the parti e s :

NOW, T H E R E F O R E ,  in c o n s i d e r a t i o n  o f  the f o r e g o i n g  

a n d ’in c o n s i d e r a t i o n  of the m u t u a l  c o v e n a n t s  £\nd a g r e e m e n t s  

h e r e i n  contained, B u y e r  and S e l l e r  c o v e n a n t  a n d  a g r e e  as 

follows:

A. A R T I C L E V I I

A r t i c l e  VII of the A g r e e m e n t  s h a l l  be a m e n d e d  

by the d e l e t i o n  t h e r e o f  in its e n t i r e t y  a n d  s u b s t i t u t i o n  of 

the f ollo w i n g :



P R I C E

7.1 A s  to oil s o l d  and d e l i v e r e d  h e r e u n d e r  o u t  o f  

the Lea ses, the p r i c e  to b e  paid by B u y e r  to S e l l e r  s h a l l  b e  

e q u a l  to the s u m  the S e l l e r  w o u l d  h a v e  r e c e i v e d  f r o m  the 

L e s s e e s  h a d  S e l l e r  r e c e i v e d  its r o y a l t y  in v a l u e  i n s t e a d  o f  

t a k i n g  the q u a n t i t y  of r o y a l t y  o i l  d e l i v e r e d  h e r e u n d e r  as 

its r o y a l t y  in k i n d  ( a m o u n t ) . S e l l e r  a n d  B u y e r  r e c o g n i z e  

t h a t  the m e t h o d  a n d  b a s i s  of c o m p u t i n g  t h e  r o y a l t y  due 

S e l l e r  f r o m  L e s s e e s  u n d e r  the L e a s e s  is c u r r e n t l y  a m a t t e r  

of d i s p u t e  a n d  l i t i g a t i o n  a m o n g  the S e l l e r  and its L e s sees, 

s a i d  l i t i g a t i o n  b e i n g  e n t i t l e d  S t a t e  of A l a ska, et a l . , v . 

A m e r a d a  Hess C o rp. , et a.i., (No. C A  77-84 7, S u p e r i o r  C o u r t  

o f  the S t a t e  of Alaska, F i r s t  J u d i c i a l  D i s t r i c t  at J u n e a u ) . 

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

b y  j u d i c i a l  d e c i s i o n  or s e t t l e m e n t  in the a b o v e - r e f e r e n c e d  

case, tlie in v a l u e  r o y a l t y  u n d e r  the L e a s e s ,  a n d  t h e r e f o r e  

t h e  p r i c u  h e r e u n d e r ,  s h a l l  be c o m p u t e d  in a c c o r d a n c e  w i t h  

E x h i b i t  " C " , a t t a c h e d  h e r e t o  a n d  b y  r e f e r e n c e  m a d e  a p a r t  

he r e o f .  A C t e r  s u c h  time as s a i d  d i s p u t e  s h a l l  b e  r e s o l v e d  

a m o n g  S e l l e r  a n d  its Lessees, the p a r t i e s  h e r e t o  w i l l  be 

b o u n d  b y  the t e r m s  o f  s u c h  r e s o l u t i o n ,  j u d i c i a l  o r  o t h e r w i s e .  

S e l l e r  a n d  B u y e r  e x p r e s s l y  r e c o g n i z e  that a d j u s t m e n t  in 

p r i c e s  p r e v i o u s l y  p a i d  m a y  be n e c e s s a r y  f o l l o w i n g  s a i d



r e s o l u t i o n  cincl s a r d  a d j u s t m e n t  s h a l l  be d u l y  made, with 

interest, p u r s u a n t  to the a p p l i c a b l e  p r o v i s i o n s  of A r t i c l e  

VIII. A n y  s e t t l e m e n t  a g r e e m e n t  w h i c h  a g r e e s  to the i m p o s i t i o n  

o f  c o s t s  w h i c h  a r e  r e i m b u r s a b l e  b y  B u y e r  to S e l l e r  under 

A r t i c l e  7.2, h o w e v e r ,  s h a l l  n o t  b e  final a n d  b i n d i n g  u p o n  

Buyer, u nless B u y e r  lias c o n s e n t e d  in a d v a n c e  to s u c h  s e t t l e m e n t

7.2 In a d d i t i o n  to the p r i c e  s t a t e d  in A r t i c l e

7.1, B u y e r  shall a l s o  r e i m b u r s e  S e l l e r  f o r  S e l l e r ' s  pro r a t a  

s h a r e  o f  (i) a ny b a s i c  s e d i m e n t  arid w a t e r  r e m o v a l  costs if 

S e l l e r  is r e q u i r e d  to p a y  s u c h  c o s t s  as a r e s u l t  of S e l l e r ' s  

e l e c t i o n  to take its r o y a l t y  oil in kind; a n d  (ii) any o t h e r  

d i r e c t  c o s t s  r e a s o n a b l y  i n c u r r e d  and p a i d  by S e l l e r  w h i c h  

w o u l d  not h a v e  b e e n  i n c u r r e d  by S e l l e r  h a d  t h e  S e l l e r  t a k e n  

i ts r o y a l t y  in v a l u e  r a t h e r  than in k i n d  a nd if s u c h  c o s t s  

u n d e r  A r t i c l e  7.2(i) a n d  (ii) w e r e  not p r e v i o u s l y  r e f l e c t e d  

in a p p l i c a b l e  c o m p u t a t i o n s  of v a l u e  for p a y m e n t s  o f  r o y a l c y  

i n  value. S e l l e r  s h a l l  u s e  its b e s t  e f f o r t s  to m i n i m i z e  a n y  

s u c h  coses i n c u r r e d  by S e l l e r  b y  r e a s o n  of S e l l e r ' s  t a k i n g  

r o y a l t y  o i l  in kind; s u c h  b e s t  e f f o r t s  s h a l l  i n c l u d e ,  b u t  

n o t  be l i m i t e d  to, l i t i g a t i o n  in c o o p e r a t i o n  with, and a t  -* 

the r e q u e s t  of, Buyer, at B u y e r ' s  cost, to tlie e x t e n t  n e c e s s a r y  

to c o n t e s t  the i m p o s i t i o n  of u n w a r r a n t e d  or i m p r o p e r  c h a r g e s ;  * 

p r o v i d e d ,  however,  that S e l l e r  shall in no e v e n t  b e  r e q u i r e d



to advocate* .legal p o s i t i o n s  or a d o p t  legal, s t r a L o g i c s  w h i c h  

it, in its d i s c r e t i o n ,  d e e m s  c o n t r a r y  to i t s  o w n  i n t e r e s t s ,  

in any such l i t i g a t i o n .  S e l l e r  at this d a t e  d o e s  n o t  k n o w  

of  a ny p o t e n t i a l  c o s t s  to be i n c u r r e d  b y  it as a r e s u l t  o f  

its t a k i n g  in k i n d  r a t h e r  than in v a l u e  o t h e r  t h a n  the c o s t s  

s t i p u l a t e d  in t h i s  A r t i c l e  7.2 (i) above.

7.3 If at any t i m e  d u r i n g  the t e r m  o f  this 

A g r e e m e n t ,  S e l l e r  s e l l s  royal.ty o i l  of c o m p a r a b l e  grade, 

q u a l i t y  a nd q u a n t i t y  to t h a t  t a k e n  in k i n d  a n d  p r o d u c e d  f r o m  

the L e a s e s  f r o m  the P r u d h o e  Bay U n i t  to s o m e  o t h e r  B u y e r  o r  

B u y e r s  a t  a p r i c e  w h i c h  is less t h a n  the p r i c e  t o  b e  r e c e i v e d  

f r o m  B u y e r  h e r e u n d e r ,  the p r i c e s  to b e  p a i d  to S e l l e r  

h e r e u n d e r  s h a l l  b e  a d j u s t e d  a c c o r d i n g l y .

B .  A R T I C L E  V I I I

A r t i c l e  V I I I  of the A g r e e m e n t  s h a l l  be a m e n d e d  

by  the a d d i t i o n  o f  the following :

8.7 D u e  to the p o t e n t i a l l y  l a r g e  sums o f  m o n e y  

involved, any a d j u s t m e n t s  to any b i l l i n g  u n d e r  t h e  p r o v i s i o n s  

o f  this A r t i c l e  V I I I  by S e l l e r  m a d e  m o r e  than s i x t y  (60) 

d a y s  a f t e r  s u c h  billinrr w a s  i n i t i a l l y  r e n d e r e d  s h a l l  b e  p a i d  

to o r  r e f u n d e d  b y  B u y e r  o r  S e l l e r  o v e r  the same p e r i o d  o v e r  

w h i c h  s u c h  a d j u s t m e n t s  a c c r u e d  o r  t h i r t y - s i x  (36) m o n t h s ,  

w h i c h e v e r  is longer, b e g i n n i n g  w i t h  the first: p a y m e n t  n e x t

- 4 -



f o l l o w i n g  the d a t e  si)eh a d j u s t m e n t  has b e e n  d e t e r m i n e d ;  

p r o v i d e d ,  however , no su ch p a y m e n t  e x t e n s i o n  p e r m i t t e d  

h e r e u n d e r  shal l e x t e n d  b e y o n d  the term s t i p u l a t e d  in A r t i c l e  9 

a n d  a c c o r d i n g l y ,  the full b a l a n c e  o f  a n y  u n p a i d  a d j u s t m e n t s  

s h a l l  b e c o m e  due a n d  p a y a b l e  on the t e r m i n a t i o n  d a t e  hereo f,

C. A R T I C L E  XI

A r t i c l e  XI of the A g r e e m e n t  s h a l l  be a m e n d e d  

b y  the d e l e t i o n  o f  A r t i c l e  11.2 t h e r e o f  in its e n t i r e t y  a n d  

s u b s t i t u t i o n  o f  the f o l l o w i n g :

11.2 B u y e r  s h a l l  p r o v i d e  s e c u r i t y  in the f o r m  o f  a 

b o n d  a t t a c h e d  h e r e t o  a n d  m a d e  a p a r t  h e r e o f  as E x h i b i t  " D " , 

e x e c u t e d  by the Buyer, as p r i n c i p a l ,  a n d  a c o r p o r a t e  s u r e t y  

a g r e e d  to by the C o m m i s s i o n e r  a n d  a u t h o r i s e d  to w r i t e  s u c h  

b o n d s  in the S t a t e  o f  A l aska,  as s u r e t y  for a s u m  w h i c h  

s h a l l  s u b s t a n t i a l l y  r e f l e c t  the a m o u n t s  o w e d  b y  B u y e r  to 

S e l l e r  p l u s  an a m o u n t  e q u a l  to the v a l u e  of a n y  o i l  d e l i v e r e d  

b y  S e l l e r  to B u y e r  a n d  n o t  y e t  b i l l e d  p u r s u a n t  to A r t i c l e  

VIII; provide d, t h a t  w h e n e v e r  S e l l e r  has r e a s o n a b l e  g r o u n d s  

for a s s e r t i n g  and does a s s e r t  any c l a i m s  a g a i n s t  B u y e r  in 

e x c e s s  o f  the p e n a l  s u m  of the b o n d  of B u y e r  then in e f f e c t  

h e r e u n d e r ,  Buyer, a f t e r  b e i n g  so r e q u e s t e d  b y  Seller, shall 

e i t h e r  i n c r e a s e  the p e n a l  s u m  of such b o n d  to an a m o u n t  

r e a s o n a b l y  s u f f i c i e n t  to c o v e r  the c l a i m  of S e l l e r  a n d  all



e x p e n s e s  w h i c h  m a y  b e  i n c u r r e d  by it in c o n n e c t i o n  t h e r e w i t h  

or shall f u r n i s h  o t h e r  s e c u r i t y  s a t i s f a c t o r y  to Seller, 

r e g a r d l e s s  of w h e t h e r  the B u y e r  does or do es n o t  r e c o g n i z e  

the v a l i d i t y  of the S e l l e r ' s  c l a i m  (so long as r e a s o n a b l e  

g r o u n d s  for a s s e r t i n g  s u c h  c l a i m  exist). B u y e r  i ay at a n y  

time a n d - from time to time d e p o s i t  a n d  m a i n t a i n  w i t h  the 

C o m m i s s i o n e r  at B u y e r ' s  e x p e n s e  in lieu of any s u c h  bond, 

e i t h e r  (i) an i r r e v o c a b l e  l e t t e r  o r  l e tters of c r e d i t  

a d d r e s s e d  to the C o m m i s s i o n e r  i s s u e d  by a s tate o r  n a t i o n a l  

b a n k i n g  i n s t i t u t i o n  o f  the U n i t e d  State s w h i c h  is a m e m b e r  

o f  the F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n ,  h a v i n g  an 

a g g r e g a t e  c a p i t a l  a n d  s u r p l u s  of not less than $.10,000,000, 

o r  the N a t i o n a l  R u r a l  U t i l i t i e s  C o o p e r a t i v e  F i n a n c e  C o r p o r a t i o n  

( C F C ) , o r  (ii) m a r k e t a b l e  s e c u r i t i e s  w h i c h  are a p p r o v e d  b y  

the C o m m i s s i o n e r ,  a n d  w h i c h  s h a l l  be t r a n s f e r a b l e  b y  the 

C o m m i s s i o n e r  o r  by d e l i v e r y  by stock p o w e r  a t t a c h e d  or o t h e r  

means,  s u c h  l e t t e r  o r  l e t t e r s  of c r e d i t  to be in an a g g r e g a t e  

amount, o r  s u c h  m a r k e t a b l e  s e c u r i t i e s  to be of an a g g r e g a t e  

then f a i r  m a r k e t  value, o f  n o t  less t h a n  the a m o u n t  then 

r e q u i r e d  for B u y e r ' s  b o n d  h e r e u n d e r ,  any such l e t t e r  or 

l e t t e r s  of c r e d i t  a n d  m a r k e t a b l e  s e c u r i t i e s ,  t o g e t h e r  w i t h  

any p r o c e e d s  thereof, to b e  h e l d  by the C o m m i s s i o n e r  for the 

s e c u r i t y  a n d  b e n e f i t  of the Selle r, and such l e t t e r  or



l e t t e r s  of c r e d i t  o r " m a r k e t a b l e  s e c u r i t i e s  ilong w i t h  - 

i n s t r u m e n t s  of t r a n s f e r  to be in form a n d  s u b s t a n c e  a p p r o v e d  

b y  the Seller. The a m o u n t  of sai d l e t t e r  o r  l e t t e r s  of 

c r e d i t  o r  m a r k e t a b l e  s e c u r i t i e s  shall be s u b j e c t  to i n c r e a s e  

in the s a m e  m a n n e r  t h a t  the face a m o u n t  of the b o n d  is 

s u b j e c t  to i n c r e a s e .  If markets) fl . s e c u r i t i e s  a r e  so 

f urnished, o t h e r  m a r k e t a b l e  s e c u r i t i e s  w h i c h  m e e t  the 

r e q u i r e m e n t s  o f  this A r t i c l e  11.2 m a y  b e  s u b s t i t u t e d  a t  any 

time and f r o m  ti me to t i m e  for an^ p r e v i o u s l y  f u r n i s h e d  

m a r k e t a b l e  s e c u r i t i e s ,  a n d  the m a r k e t a b l e  s e c u r i t i e s  so 

furnish'ad s h a l l  b e  i n c r e a s e d  if a t  a n y  time t h e  f a i r  m a r k e t  

v a l u e  of the s e c u r i t i e s  t h e n  h e l d  by the C o m m i s s i o n e r  is 

less than, or m a y  be r e d u c e d  if the f a i r  m a r k e t  v a l u e  

t h e r e o f  exceeds, the a m o u n t  of t h e  b o n d  then r e q u i r e d  o f  

B u y e r  h e r e u n d e r .  B u y e r  may, in lieu o f  any o t h e r  security, 

p r o v i d e  o t h e r  s e c u r i t y  which, in tlie o p i n i o n  of the C o m m i s s i o n e r  

is o f  equal v a l u e  to the s e c u r i t y  a b o v e  descri b e d .

D. A R T I C L E  X I I I

A r t i c l e  X I I I  of the A g r e e m e n t  s h a l l  be 

a m e n d e d  by the a d d i t i o n  o f  the fo llo w i n g :

13.2 Upon  i n i t i a t i o n  of d e l i v e r i e s  p u r s u a n t  to 

A r t i c l e  IV a n d / o r  V, Seller, in a d d i t i o n  to a l l  o t h e r  

q u a n t i t i e s  of c r u d e  o i l  d e l i v e r a b l e  h e r e u n d e r ,  shall d e l i v e r



to B u y e r  on or prior" to the d a t e  of first d e l i v e r y ,  a 

s u f f i c i e n t  q u a n t i t y  of c r u d e  oil for B u y e r  to f u l f i l l  its 

t a r i f f  o b l i g a t i o n s  to s u p p l y  T r a n s A l a s k a  P i p e l i n e  S y s t e m  

("TAPS") p i p e l i n e  fill. B u y e r  s hall p a y  for such q u a n t i t y  

of o i l  o n  the d a t e  of t e r m i n a t i o n  p u r s u a n t  to any o f  the 

p r o v i s i o n s  of this A g r e e m e n t ,  at the p r i c e  s t i p u l a t e d  in 

A r t i c l e  VII, as if suc h o i l  h a d  b e e n  d e l i v e r e d  to B u y e r  at 

the p o i n t  o f  d e l i v e r y  f o r t y - f i v e  (-IS) d a y s  p r i o r  to t h e’ s a i d  

d a t e  o f  t e r m i n a t i o n .  In the e v e n t  B u y e r  s u s p e n d s  its 

p u r c h a s e  of oil f r o m  the L e a s e s  a f t e r  h a v i n g  i n i t i a t e d  

d e l i v e r i e s  and a f t e r  S e l l e r  has d e l i v e r e d  the p i p e l i n e  f i l l  

as p r o v i d e d  by this A r t i c l e  13.2, B u y e r  s h a l l  p ay f o r  s u c h  

q u a n t i t y  of oil as if it h a d  b e e n  d e l i v e r e d  a t  the p o i n t  of 

d e l i v e r y  o" the d a t e  B u y e r  s u s p e n d e d  its p u r c h a s e s .  T h e r e a f t e r  

S e l l e r  s h a l l  be o b l i g a t e d  to p r o v i d e  p i p e l i n e  fill upon 

B u y e r ' s  r e i n i t i a t i o n  of d e l i v e r i e s  of o i l  o u t  of the L e a s e s  

as p r o v i d e d  by o t h e r  p r o v i s i o n s  of this A g r e e m e n t .

E . R A T I F I C A T I O N

In all o t h e r  r e s p ects, e x c e p t  as e x p r e s s l y  

c h a n g e d  herein, the o r i g i n a l  A g r e e m e n t  s h a l l  c o n t i n u e  in 

full force and e f f e c t  as o r i g i n a l l y  w r i t t e n .

F • A P P R O V AL O F A L A S K A  S T A T E  L E G I S L A T U RE R E Q U I R E D

If the T e n t h  A l a s k a  S t a t e  L e g i s l a t u r e ,  S e c o n d  

Sessi o n ,  shall n o t  h a v e  a p p r o v e d  this A m e n d m e n t  to the

- 8 -



A g r e e m e n t  by a c o n c u r r e n t  r e s o l u t i o n  concurred, in by a 

m a j o r i t y  of the m e m b e r s  of each House, and this A m e n d m e n t  to 

the A g r e e m e n t  s h a l l  not h a v e  b e e n  e x e c u t e d  b y  Lhe S t a t e  of 

Ala in f o r c e  a n d  effect, then this A m e n d m e n t  shall be 

null a n d  v o i d  a n d  of no f u rther f o r c e  o r  e f f ect, the s a m e  as 

it if h a d  n e v e r  b e e n  made.

' IN W I T N E S S  W H E R E O F , the S e l l e r  has c a u s e d  this 

A m e n d m e n t  to R o y a l t y  Oil S; A g r e e m e n t  to be e x e c u t e d  by

its C o m m i s s i o n e r  o f  N a t u r a l  Resources w i t h  the c o n s e n t  of 

the A l a s k a  R o y a l t y  O i l  and Gas D e v e l o p m e n t  A d v i s o r y  B o a r d  (a 

c o p y  o f  t h e  r e s o l u t i o n  of tlie s a i d  B o a r d  c o n s e n t i n g  to this 

E x t e n s i o n  is a t t a c h e d  h e r e t o  as E x h i b i t  "A") a n d  B u y e r  has 

c a u s e d  this A m e n d m e n t  to b e  e x e c u t e d  by its d u l y  a u t h o r i z e d  

o f f i c e r ,  all .in d u p l i c a t e  o r i g i n a l s ,  on the d a l e  set f orth 

h e r e i n b e l o w .

"Buyer"
G O L D E N  V A L L E Y  E L E C T R I C  

A S S O C I A T I O N ,  INC.

By i
7  P r e s i d e h t

A T T E S T :

"Seller"
THj^rrTvU^OOF A L A S K A  , ^ - " 1

*£)■* fa if  .* '7 . f  n
   — . --

^ C o m m i s s i o n e r
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

AT T E S T :

A P P R O V E D  AS T O  F O R M :

-9-



I, SANDRA--ROSENBERG, c e r t i f y  that I a m  the S e c r e t a r y

of the c o r p o r a t i o n  n a m e d  as B u y e r  in the a b o v e  A m e n d m e n t ;
\

.that A L F R E D  J. LOMEN, w h o  signed s a i d  A m e n d m e n t  on b e h a l f  of ■ 

Buyer, w a s  then P r e s i d e n t  of said c o r p o r a t i o n ;  t h a t  s a i d  

A m e n d m e n t  w a s  d u l y  s i g n e d  for and in b e h a l f  of s a i d  c o r p o r a t i o n  

b y  a u t h o r i t y  of its g o v e r n i n g  body, and is w i t h i n  the s c o p e

'•‘of'''its c o r p o r a t e  powers.

■  \
i  .  \  \W ,< >. ' •.

( C O R P O R A T E  SEAL)

'>>\M

w 1'

-  ____________________________________________

''thmdra Rosenb e r g ,  S e c r e t a r y

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

it.1 J U D I C I A L  D I S T R I C T )

T H I S  IS TO C E R T I F Y  that o n  the 1 *  d a y  o f  M O / U l L s  , 
1978, b e f o r e  me, the u n d e r s i g n e d ,  a N o t a r y  P u b l i c  in a n d  for 
the S t a t e  of Alaska, d u l y  c o m m i s s i o n e d  and s w o r n  as such, 
p e r s o n a l l y  a p p e a r e d  A L F R E D  J. LOMEN, to me k n o w n  to be the 
P r e s i d e n t  of G O L D E N  V A L L E Y  E L E C T R I C  A S S O C I A T I O N ,  INC., a 
c o r p o r a t i o n ,  a nd k n o w n  to me to be the p e r s o n  w h o  e x e c u t e d  
the w i t h i n  i n s t r u m e n t  on b e h a l f  of the c o r p o r a t i o n  h e r e i n  
named, a n d  a c k n o w l e d g e d  to me that the same was signed as a 
free a c t  and d e e d  of the s a i d  c o r p o r a t i o n  for t h e  uses a n d  
p u r p o s e s  t h e r e i n  s t a t e d  a n d  p u r s u a n t  to its B y l a w s  or a 
r e s o l u t i o n  of its B o a r d  o f  D i r e c t o r s .

W I T N E S S  my h a n d  a n d  n o t a r i a l  s e a l  t h e  day and y e a r  
f i r s t  a b o v e  w r i t t e n .
I / .

N o t a r y  P u b l i c  In ‘and lie. A l a s k a  
My c o m m i s s i o n  e >:p i . r e s J  Jj/J'cJ

- 10-



STAtfE O F  A L A S K A  ^ )
• , : s s . :
' J x s U . J Z ,  J U D I C I A L  D I S T R I C T  ) —

THIS IS TO C E R T I F Y  that o n  the Q-4?' '~clay of 
1978, b e f o r e  mo, the u n d e r s i g n e d ,  a lioLary P u b l i c  in and for 
the S t a t e  of Alaska, *nily c o m m i s s i o n e d  and s w o r n  as such,

p e r s o n a l l y  a p p e a r e d  t\ o[y?r~- ct C z l J v :.  •
to rne k n o w n  to b e  the C o m m i s s i o n e r  of N a t u r a l  R e s o u r c e s  f o r  ; 
the S t a t e  o f  Alaska, a n d  k n o w n  to m e  to be the p e r s o n  who 
e x e c u t e d  the w i t h i n  i n s t r u m e n t  on b e h a l f  of the S t a t e  of 
Alaska, a n d  a c k n o w l e d g e d  to me th at the s a m e  was s i g n e d  as a 
free a c t  and d e e d  of the S t a t e  of A l a s k a  f o r  the p u r p o s e s  
and u s e s  t h e r e i n  stated.

W I T N E S S  m y  h a n d  a n d  notaripj. seal the d a y  a n d  y e a r  
f i r s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  in a n d  for A l a s k a  

K\ \ ) \ ' : \ * y Y  \  M Y c o m m i s s i o n  e x p i r e s  : /<?.£■ ft

'■<? I):' V  •' / 41. * • »»1 • i • •»*
y
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C a l c u l a t i o n  of m o n t h l y  in v a l u e  r o y a l t y  u n d e r  t h e  L e a s e s  and l e a s e s  (all c a l c u l a t i o n s  
s h a l l  be r o u n d e d  to the n e a r e s t  $0,001)

STEP 1: C a l c u l a t e  e a c h  p r o d u c e r ' s  w e i g h t e d  a v e r a g e  v a l u e  p e r  b a r r e l  at P o i n t  of
D e l i v e r y  for all oil s o l d  b y  e a c h  p r o d u c e r  d u r i n g  the m onth, as follows:

( i ) .

D e s t i n a t i o n

1 
2 

- 3

(2 )

V o l u m e
Sold

2 , 0 0 0 , 0 0 0
4 . 0 0 0 . 0 0 0
5 . 0 0 0 . 0 0 0

E x a m p l e ,  P r o d u c e r  Y

(3) (4)
S a l e s  P r i c e

at S h i p p i n g
D e s t i n a t i o n  C o s t s

$ 1 2 , 5 0 0  $ -0-
1 3 . 3 7 0  1.110
1 3 . 4 4 0  3.830

(5) (6) (7)
P o i n t  of W e i g h t e d  

■Pipeline D e l i v e r y  A v e r a g e  
T a r i f f  V a l u e  V a l u e

$4 .770 
4. 750 
4.750

$7,730
7.510
4.060

C o l u m n s  2, 3, 4 a n d  5 s h a l l  be c o m p u t e d  f r o m  a c t u a l  d a t a  as r e p o r t e d  by e a c h  p r o d u c e r  
and f i l e d  w i t h  the S t a t e  of A l a s k a  for r o y a l t y  p u r p o s e s  a n d  s e v e r a n c e  t ax purposes.

S T E P  2 : The " w e i g h t e d  a v e r a g e  v a l u e "  p e r  b a r r e l  of e a c h  p r o d u c e r  (column 7 above) at
the P o i n t  of D e l i v e r y  shall then b e  u s e d  in c o l u m n  (9) b e l o w  in c a l c u l a t i n g  the 
a p p l i c a b l e  in v a l u e  p r i c e  f o r  e a c h  p r o d u c e r  (column 11 b e l o w ) , th e w e i g h t e d  a v e r a g e  
of w h i c h  s h a l l  b e  the In V a l u e  P r i c e  to B u y e r  (column 12), as follows:

P a g e  1 o f  2

E X H I B I T  "C"



- c o n t i n u e d -

E xample, all p r o duc ers :

(S)
P r o d u c e r

and
Q u a n t i t y

X;
4 , 2 0 0 , 0 0 0

v.

1 1 , 0 0 0 , 0 0 0

5 0 0 , 0 0 0  

W e i g h t e d  Avg.

O )
W  t d . A v g . V a l u e  

at P o i n t  of 
D e l i v e r y  (Col. 7)

$6,920

6.345

7.7C0

$ 6 , 5 4 2

(1 0 )

Wtd. Avg, P r i c e  
R e c e i v e d  b y  all 
o t h e r  P r o d u c e r s

$6,404

7.00 3

6.504

(1 1 ) 
A p p l i c a b l e  

P r i c e  'for In 
V a l u e  C a l c u l a t i o n

$6,920

7.003

7.700

(12)
In V a l u e  
P r i c e  to 

B u y e r

$7,003

N o t e s :

1) V a l u e s  in c o l u m n  10 are the w e i g h t e d  a v e r a g e  o f  all p r o d u c e r s  o t h e r
, t h a n  the o r o d u c e r  for w h i c h  the c a l c u l a t i o n  xs b e i n g  made.i; *■

2) C o l u m n  11 is the h i g h e s t  of the v a l u e s  in c o l u m n s  9 or 10 for e a c h  p r o d u c e r .

3) , C o l u m n  12 is t h e  w e i g h t e d  a v e r a g e  of v a l u e s  in c o l u m n  11.

4) B u y e r  s h a l l  not p a y  any r e i m b u r s a b l e  c o s t s  u n d e r  A r t i c l e  8.2 u n t i l  s u c h  costs 
are j u d i c i a l l y  d e t e r m i n e d  as o w i n g .

5) T h e r e  is no p o s t e d  p r ice. "Mark e t "  o r  "field" v a l u e  s h a l l  n o t  b e  u s ^ i n  
c a l c u l a t i n g  t h e  "In V a l u e  p r i c e  to B u y e r "  u n l e s s  a n d  u n t i l  the m e t h o d o l o g y  of 
d e t e r m i n i n g  s a m e  is j u d i c i a l l y  d e c i d e d .

6 ) S u b j e c t  to l a t e r  a d j u s t m e n t  u n d e r  A r t i c l e  9.5.
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E X H I B I T  " D 1

F O R M  OF BON'D

T h e  b o n d  shall be in a form s u b m i t t e d  b y  B u y e r  a n d  

s h a l l  c o n t a i n  s u c h  terms  a n d  c o n d i t i o n s  as a r e  a p p r o v e d  b y  

the C o m m i s s i o n e r .

JBSSSSSSBSBOa
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A p r i l  5, 1 9 7 8

T h e  H o n o r a b l e  J o h n  L. R a d e r  
P r e s i d e n t  of the Senate 
A l a s k a  State L e g i s l a t u r e  
Juneau, A l a s k a  99811

D e a r  Mr. President:

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18 o f  the A l a s k a  
Constitut ion, and in a c c o r d a n c e  w i t h  AS 2 4 . 3 0 . 0 6 0 ( b )  and 
the U n i f o r m  R u l e s  of the A l a s k a  S t a t e  L e g i s l a t u r e ,  I am 
t r a n s m i t t i n g  a c o n c u r r e n t  r e s o l u t i o n  a p p r o v i n g  
a m e n d m e n t s  to the " R o yalty Oil S a l e s  A g r e e m e n t "  b e t w e e n  
the State o f  A l a s k a  and the G o l d e n  V a l l e y  E l e c t r i c  
A s s o c i a t i o n  d a t e d  April 12, 1977.

The a m e n d m e n t s  w e r e  n e g o t i a t e d  b y  t h e  c o m m i s s i o n e r  of the 
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  u n d e r  AS 3 8. 05.183, and 
a p p r o v e d  b y  the A l a s k a  R o y a l t y  Oil a n d  Gas D e v e l o p m e n t  
A d v i s o r y  B o a r d  u n d e r  AS 38. 06. 0 5 0 .  T h e  a m e n d m e n t s  w i l l  
m a k e  the terms o f  the a g r e e m e n t  b e t w e e n  the state and 
G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n  c o n s i s t e n t  w i t h  the 
terms o f  o t h e r  a g r e e m e n t s  for the s a l e  o f  the s t ate's  
r o y a l t y  oil, a g r e e m e n t s  w h i c h  c u r r e n t l y  are b e f o r e  the 
l e g i s l a t u r e  for approval or are u n d e r  n e g o t i a t i o n  and 
w i l l  be s u b m i t t e d  for a p p r o v a l  in the n e a r  future.

In the past, th ere h a v e  b e e n  q u e s t i o n s  r a i s e d  o v e r  the 
c o n s t i t u t i o n a l i t y  of the .Legislature1s a p p r o v a l  of an 
e x e c u t i v e  act b y  the m e a n s  o f  a c o n c u r r e n t  resolution. 
In an e f f o r t  to avoid r a i s i n g  t h a t  issu e b y  s u b m i t t i n g  
this c o n t r a c t  for approval, I i n s i s t e d  that  a c l a u s e  
r e q u i r i n g  l e g i s l a t i v e  a p p r o v a l  be p l a c e d  in the c o n t r a c t  
itself. I d i d  so to i nsur e t h a t  l e g i s l a t i v e  a p p r o v a l  in 
this i n s t a n c e  c o u l d  be s u s t a i n e d  o n  the b a s i s  o f  a 
c o n t r a c t u a l  p r o v i s i o n  r a t h e r  t h r u  r a i s e  a c o n s t i t u t i o n a l  
d e b a t e  o v e r  l e g i s l a t i v e  p o w e r  t o  r e q u i r e  s u c h  approval.

Sincerely,

J a y  S. H a m m o n d
G o v e r n o r
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A M E N D M E N T  T O

R O Y A L T Y  O I L  S A L E S  A G R E E M E N T

T H I S  A M E N D M E N T ,  e n t e r e d  i n t o  b y  a n d  b e t w e e n  t h e  

C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  of t h e  S t a t e  o f  A l a s k a ,  

.acting p u r s u a n t  to AS 3 8 . 0 5 . 1 8 3 ,  h e r e i n a f t e r  r e f e r r e d  t o  as 

"S e l l e r " ,  a n d  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n ,  an A l a s k a n  

N o n - P r o f i t  C o r p o r a t i o n ,  h e r e i n a f t e r  r e f e r r e d  to as " B u yer" ,

*' ; W  I T N E S S E T H :  i. •
* t ■' ' T * ' T1-1 »

' T H A T  W H E R E A S ,  S e l l e r  a n d  B u y e r  e n t e r e d  i n t o  t h a t  

c e r t a i n  a g r e e m e n t  e n t i t l e d  " R o y a l t y  O i l  S a l e s  A g r e e m e n t "  

( A g r e e m e n t ) ,  d a t e d  the 1 2 t h  d a y  o f  A p r i l ,  1977; and,

W H E R E A S , B u y e r  a n d  S e l l e r  b e l i e v e  t h a t  c e r t a i n  

a m e n d m e n t s  to t h a t  A g r e e m e n t  are in t h e  b e s t  i n t e r e s t s  of
■j . *

t he p a r t i e s ;  .

NOW, T H E R E F O R E ,  i n  c o n s i d e r a t i o n  o f  t h e  f o r e g o i n g  

a n d - i n  c o n s i d e r a t i o n  of the m u t u a l  c o v e n a n t s  iind a g r e e m e n t s  

h e r e i n  c o n t a i n e d ,  B u y e r  a n d  S e l l e r  c o v e n a n t  a n d  a g r e e  as 

f o l l o w s :

A. A R T I C L E  V I I

A r t i c l e  V I I  o f  tlie A g r e e m e n t  s h a l l  be a m e n d e d  

b y  the d e l e t i o n  t h e r e o f  in its e n t i r e t y  a n d  s u b s t i t u t i o n  o f  

th e  f o l l o w i n g :



P R I C E

. 7 . 1  A s  to oil s o l d  and d e l i v e r e d  h e r e u n d e r  o u t  o f  

t h e  L e a s e s ,  the p r i c e  to b e  p a i d  b y  B u y e r  to S e l l e r  s h a l l  b e  

e q u a l  t o  the s u m  the S e l l e r  v/ould h a v e  r e c e i v e d  f r o m  the 

L e s s e e s  h a d  S e l l e r  r e c e i v e d  its r o y a l t y  i n  v a l u e  i n s t e a d  o f  

talcing the q u a n t i t y  of r o y a l t y  o i l  d e l i v e r e d  h e r e u n d e r  as 

its r o y a l t y  i n  k i n d  ( a m o u n t ) . S e l l e r  a n d  B u y e r  r e c o g n i z e  

t h a t  the m e t h o d  a n d  b a s i s  of c o m p u t i n g  t h e  r o y a l t y  due 

S e l l e r  from L e s s e e s  u n d e r  the L e a s e s  is c u r r e n t l y  a  m a t t e r  

o f  d i s p u t e  a n d  l i t i g a t i o n  a m o n g  t h e  S e l l e r  a n d  i t s  L e s s e e s ,

s a i d  l i t i g a t i o n  b e i n g  e n t i t l e d  S t a t e  o f  A l a s k a , ct al. , v .

A m e r a d a  He s's C o r p., et al., (Ho. C A  7 7 - 8 4  7, S u p e r i o r  Court, 

of the S t a t e  of Alaska, F i r s t  J u d i c i a l  D i s t r i c t  a t  J u n e a u ) . 

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

b y  j u d i c i a l  d e c i s i o n  or s e t t l e m e n t  in the a b o v e - r e f e r e n c e d  

case, t h e  in v a l u e  r o y a l t y  u n d e r  the L e a s e s ,  a n d  t h e r e f o r e  

t h e  p r i c e  h e r e u n d e r ,  s h a l l  b e  c o m p u t e d  i n  a c c o r d a n c e  w i t h  

E x h i b i t  "C", a t t a c h e d  h e r e t o  a n d  b y  r e f e r e n c e  m a d e  a p a r t  

h e r e o f .  A f t e r  s u c h  time as s a i d  d i s p u t e  s h a l l  b e  r e s o l v e d  

a m o n g  S e l l e r  and its L e s sees , the p a r t i e s  h e r e t o  w i l l  be 

b o u n d  b y  the t erms o f  s u c h  r e s o l u t i o n ,  j u d i c i a l  o r  o t h e r w i s e .  

S e l l e r  a n d  B u y e r  e x p r e s s l y  r e c o g n i z e  that a d j u s t m e n t  in 

p r i c e s  p r e v i o u s l y  p a i d  m a y  be n e c e s s a r y  f o l l o w i n g  s a i d
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r e s o l u t i o n  a n d  s a i d  a d j u s t m e n t  s h a l l  b e  d u l y  m a d e ,  w i t h  

i n t e r e s t ,  p u r s u a n t  to the a p p l i c a b l e  p r o v i s i o n s  o f  A r t i c l e  

VIII. A n y  s e t t l e m e n t  a g r e e m e n t  w h i c h  a g r e e s  to the i m p o s i t i o n  

of  c o s t s  w h i c h  a r e  r e i m b u r s a b l e  b y  B u y e r  to S e l l e r  u n d e r  

A r t i c l e  7.2, h o w e v e r ,  s h a l l  n o t  b e  f i n a l  a n d  b i n d i n g  u p o n  

Buyer, u n l e s s  B u y e r  has c o n s e n t e d  in a d v a n c e  to s u c h  s e t t l e m e n t

7.2 In a d d i t i o n  to the p r i c e  s t a t e d  in A r t i c l e

7.1, B u y e r  s h all a l s o  r e i m b u r s e  S e l l e r  f o r  S e l l e r ' s  pro r a t a  

s h a r e  o f  (.i) a n y  b a s i c  s e d i m e n t  a n d  w a t e r  r e m o v a l  c o s t s  i f  

S e l l e r  is r e q u i r e d  to p a y  s u c h  c o s t s  as a r e s u l t  o f  S e l l e r ' s  

e l e c t i o n  to t a k e  its r o y a l t y  o i l  in kind; a n d  (ii) any o t h e r  

d i r e c t  c o s t s  r e a s o n a b l y  i n c u r r e d  a n d  p a i d  b y  S e l l e r  w h i c h  

w o u l d  n o t  h a v e  b e e n  i n c u r r e d  b y  S e l l e r  h a d  t h e  S e l l e r  t a k e n  

its r o y a l t y  in v a l u e  r a t h e r  t h a n  in k i n d  a n d  if s u c h  c o s t s  

u n d e r  A r t i c l e  7.2(i) a n d  (ii) w e r e  n e t  p r e v i o u s l y  r e f l e c t e d  

in a p p l i c a b l e  c o m p u t a t i o n s  o f  v a l u e  for p a y m e n t s  o f  r o y a l t y  

in  value. S e l l e r  s h a l l  u s e  its b e s t  e f f o r t s  to m i n i m i z e  a n y  

s u c h  c o s t s  i n c u r r e d  by S e l l e r  b y  r e a s o n  of S e l l e r ' s  t a k i n g  

r o y a l t y  o i l  in kind; s u c h  b e s t  e f f o r t s  s h a l l  i n c l u d e ,  b u t  

no t  be l i m i t e d  to, l i t i g a t i o n  in c o o p e r a t i o n  w i t h ,  a n d  a t  ** 

the r e q u e s t  of, Buyer, at B u y e r ' s  cost, to t h e  e x t e n t  n e c e s s a r y  

to c o n t e s t  the i m p o s i t i o n  of u n w a r r a n t e d  o r  i m p r o p e r  c h a r g e s ;  • 

p r o v i d e d ,  h o w e v e r ,  t h a t  S e l l e r  s h a l l  in no e v e n t  b e  r e q u i r e d
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to a d v o c a t e  l egal  p o s i t i o n s  or a d o p t  l e g a l  s t r a t e g i e s  w h i c h  

it, in its d i s c r e t i o n ,  d e e m s  c o n t r a r y  to i t s  o w n  i n t e r e s t s ,  

i n  a ny s u c h  l i t i g a t i o n .  S e l l e r  a t  this d a t e  d o e s  n o t  k n o w  

o f  a n y  p o t e n t i a l  c o s t s  to b e  i n c u r r e d  b y  i t  as a r e s u l t  o f  

i t s  t a k i n g  in k i n d  r a t h e r  than in v a l u e  o t h e r  t h a n  the c o s t s  

s t i p u l a t e d  in this A r t i c l e  7.2 (i) a b o v e .

7.3 If at any t i m e  d u r i n g  t h e  t e r m  o f  t h i s  

A g r e e m e n t ,  S e l l e r  s e l l s  r o y a l t y  o i l  o f  c o m p a r a b l e  g r a d e ,  

q u a l i t y  a n d  q u a n t i t y  to t h a t  t a k e n  in k i n d  a n d  p r o d u c e d  f r o m  

t h e  L e a s e s  f r o m  the P r u d h o e  Bay U n i t  to s o m e  o t h e r  B u y e r  o r  

B u y e r s  a t  a  p r i c e  w h i c h  is less t h a n  t h e  p r i c e  to b e  r e c e i v e d  

f r o m  B u y e r  h e r e u n d e r ,  t h e  p r i c e s  to be p a i d  to S e l l e r  

h e r e u n d e r  s h a l l  b e  a d j u s t e d  a c c o r d i n g l y .

B . A R T I C L E  V I I I

A r t i c l e  V I I I  of t h e  A g r e e m e n t  s h a l l  be a m e n d e d  

b y  the a d d i t i o n  o f  the f o l l o w i n g :

8.7 Due to t h e  p o t e n t i a l l y  l a r g e  s u m s  o f  m o n e y  

i n v o l v e d ,  a n y  a d j u s t m e n t s  to a n y  b i l l i n g  u n d e r  t h e  provi ssions 

o f  this A r t i c l e  V I I I  by S e l l e r  m a d e  m o r e  t h a n  s i x t y  (60) 

d a y s  a f t e r  such b i l l i n g  w a s  i n i t i a l l y  r e n d e r e d  s h a l l  b e  p a i d  

to o r  r e f u n d e d  b y  B u y e r  o r  S e l l e r  o v e r  tlie s a m e  p e r i o d  o v e r  

w h i c h  s u c h  a d j u s t m e n t s  a c c r u e d  o r  t.hirty-six (36) m o n t h s ,  

w h i c h e v e r  is longer, b e g i n n i n g  w i t h  t h e  f i r s t  p a y m e n t  n e x t



f o l l o w i n g  the d a t e  siich a d j u s t m e n t  h a s  b e e n  d e t e r m i n e d ;  

p r o v i d e d ,  h o w e v e r ,  n o  s u c h  p a y m e n t  e x t e n s i o n  p e r m i t t e d  

h e r e u n d e r  s h a l l  e x t e n d  b e y o n d  the t e r m  s t i p u l a t e d  in A r t i c l e  

a n d  a c c o r d i n g l y ,  the full b a l a n c e  o f  a n y  u n p a i d  a d j u s t m e n t s  

s h a l l  b e c o m e  d u e  a n d  p a y a b l e  o n  t h e  t e r m i n a t i o n  d a t e  h e r e o f .

C. A R T I C L E  XI

A r t i c l e  XI of the A g r e e m e n t  s h a l l  b e  a m e n d e d  

b y  the d e l e t i o n  o f  A r t i c l e  11.2 t h e r e o f  in i t s  e n t i r e t y  a n d  

s u b s t i t u t i o n  o f  the f o l l o w i n g :

1 1 . 2  B u y e r  s h a l l  p r o v i d e  s e c u r i t y  in the f o r m  o f  a 

b o n d  a t t a c h e d  h e r e t o  a n d  m a d e  a p a r t  h e r e o f  as E x h i b i t  " D " , ' 

e x e c u t e d  b y  t h e  B uy er, as p r i n c i p a l ,  a n d  a c o r p o r a t e  s u r e t y  

a g r e e d  to b y  the C o m m i s s i o n e r  a n d  a u t h o r i s e d  to w r i t e  s u c h  

b o n d s  i n  the S t a t e  o f  A l a s k a ,  as s u r e t y  f o r  a s u m  w h i c h  

s h a l l  s u b s t a n t i a l l y  r e f l e c t  the a m o u n t s  o w e d  b y  B u y e r  to 

S e l l e r  p l u s  a n  a m o u n t  e q u a l  to the v a l u e  o f  a n y  o i l  d e l i v e r e d  

b y  S e l l e r  to B u y e r  a n d  n o t  y e t  b i l l e d  p u r s u a n t  to A r t i c l e  

V I I T ; p r o v i d e d ,  t h a t  w h e n e v e r  S e l l e r  h a s  r e a s o n a b l e  g r o u n d s  

f or a s s e r t i n g  a n d  d o e s  a s s e r t  any c l a i m s  a g a i n s t  B u y e r  in 

e x c e s s  o f  the p e n a l  s u m  o f  the b o n d  of B u y e r  t h e n  i n  effect' 

h e r e u n d e r ,  Buyer, a f t e r  b e i n g  so r e q u e s t e d  b y  S e l l e r ,  s h a l l  

c i t h e r  i n c r e a s e  the p e n a l  s u m  of s u c h  b o n d  to a n  a m o u n t  

r e a s o n a b l y  s u f f i c i e n t  to c o v e r  the c l a i m  o f  S e l l e r  a n d  all



e x p e n s e s  w h i c h  m a y  be i n c u r r e d  by it in c o n n e c t i o n  t h e r e w i t h  

o r  s h a l l  f u r n i s h  o t h e r  s e c u r i t y  s a t i s f a c t o r y  t o  S e l ler,  

r e g a r d l e s s  of w h e t h e r  the B u y e r  d o e s  o r  d o e s  n o t  r e c o g n i z e  

t h e  v a l i d i t y  o f  t h e  S e l l e r ' s  c l a i m  (so l o n g  as r e a s o n a b l e  

g r o u n d s  for a s s e r t i n g  s u c h  c l a i m  e x i s t ) . B u y e r  m a y  a t  a n y  

t i m e  and' f r o m  t i m e  to time d e p o s i t  a n d  m a i n t a i n  w i t h  tlie 

C o m m i s s i o n e r  a t  B u y e r ' s  e x p e n s e  in l i e u  o f  a n y  s u c h  bond, 

e i t h e r  (i) an i r r e v o c a b l e  l e t t e r  o r  l e t t e r s  o f  c r e d i t  

a d d r e s s e d  to t h e  C o m m i s s i o n e r  i s s u e d  b y .a s t a t e  o r  n a t i o n a l  

b a n k i n g  i n s t i t u t i o n  o f  the U n i t e d  3 bates w h i c h  is a m e m b e r  

o f  the F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n , '  h a v i n g  an 

a g g r e g a t e  c a p i t a l  a n d  s u r p l u s  of n o t  less t h a n  $ 1 0 , 0 0 0 , 0 0 0 , '  

o r  the N a t i o n a l  R u r a l  U t i l i t i e s  C o o p e r a t i v e  F i n a n c e  C o r p o r a t  

( C F C ) , o r  (ii) m a r k e t a b l e  s e c u r i t i e s  w h i c h  a r e  a p p r o v e d  b y  

tlie C o m m i s s i o n e r ,  a n d  w h i c h  s h a l l  be t r a n s f e r a b l e  b y  the 

C o m m i s s i o n e r  o r  a y  d e l i v e r y  by s t o c k  p o w e r  a t t a c h e d  o r  o t h e r  

m eans, s u c h  l e t t e r  or l e t t e r s  o f  c r e d i t  to b e  in an a g g r e g a t  

am o u n t ,  o r  s u c h  m a r k e t a b l e  securitie.s to b e  o f  a n  a g g r e g a t e  

t h e n  f a i r  m a r k e t  v a l u e ,  of n o t  less- t h a n  the a m o u n t  then 

r e q u i r e d  for  B u y e r ' s  b o n d  h e r e u n d e r ,  any s u c h  l e t t e r  or 

l e t t e r s  o f  c r e d i t  a n d  m a r k e t a b l e  s e c u r i t i e s ,  t o g e t h e r  w i t h  

a n y  p r o c e e d s  t h e r e o f ,  to b e  h e l d  b y  the C o m m i s s i o n e r  for t h e  

s e c u r i t y  a n d  b e n e f i t  of the S e l l e r ,  a n d  s u c h  l e t t e r  or



l e t t e r s  of c r e d i t  o r " m a r k e t a b l e  s e c u r i t i e s  a l o n g  w i t h  __ 

i n s t r u m e n t s  of t r a n s f e r  to be in forrr. a n d  s u b s t a n c e  a p p r o v e d  

b y  the Seller. T h e  a m o u n t  of s a i d  l e t t e r  o r  l e t t e r s  o f  

c r e d i t  o r  m a r k e t a b l e  s e c u r i t i e s  s h a l l  b e  s u b j e c t  to i n c r e a s e  

in the s a m e  m a n n e r  that the face a m o u n t  of the b o n d  is 

s u b j e c t  to i n c r e a s e .  If m a r k e t a b l e  s e c u r i t i e s  -'.re so 

f u r n i s h e d ,  o t h e r  m a r k e t a b l e  s e c u r i t i e s  w h i c h  m e e t  t h e  

r e q u i r e m e n t s  o f  this A r t i c l e  11.2 m a y  b e  s u b s t i t u t e d  a t  a n y  

time a n d  f r o m  t i m e  to t i m e  f o r  a n y  p r e v i o u s l y  f u r n i s h e d  

m a r k e t a b l e  securities,' a n d  t h e  m a r k e t a b l e  s e c u r i t i e s  so 

f u r n i s h e d  s h a l l  b e  i n c r e a s e d  if a t  a n y  t i m e  t h e  f a i r  m a r k e t  

v a l u e  o f  t h e  s e c u r i t i e s  then h e l d  b y  t h e  C o m m i s s i o n e r  is 

less than, o r  m a y  be r e d u c e d  if the f a i r  m a r k e t  v a l u e  

t h e r e o f  e x c e e d s ,  the a m o u n t  o f  t h e  b o n d  the n r e q u i r e d  o f  

B u y e r  h e r e u n d e r .  B u y e r  may, in l i e u  o f  a n y  o t h e r  s e c u r i t y ,  

p r o v i d e  o t h e r  s e c u r i t y  w h i c h ,  in the o p i n i o n  o f  t h e  C o m m i s s i o n e r ,  

is o f  e q u a l  v a l u e  to the s e c u r i t y  a b o v e  d e s c r i b e d  

• . D .  A R T I C L E  X I I I  ’ ‘

A r t i c l e  X I I I  o f  tlie /agreement s h a l l  be 

a m e n d e d  by t h e  a d d i t i o n  o f  th e f o l l o w i n g :

1 3 . 2  U p o n  i n i t i a t i o n  of d e l i v e r i e s  p u r s u a n t  to 

A r t i c l e  IV a n d / o r  V, S e l ler, in a d d i t i o n  to a l l  o t h e r  

q u a n t i t i e s  of c r u d e  o i l  d e l i v e r a b l e  h e r e u n d e r ,  s h a l l  d e l i v e r

- 7 -
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to B u y e r  on or prior' to the d a t e  o f  f i r s t  delivery., a 

s u f f i c i e n t  q u a n t i t y  of c r u d e  o i l  for B u y e r  t o  f u l f i l l  i t s  

t a r i f f  o b l i g a t i o n s  to s u p p l y  T r a n s A l a s k a  P i p e l i n e  S y s t e m  ' 

("TAPS") p i p e l i n e  fill. B u y e r  s h a l l  p a y  for s u c h  q u a n t i t y  

o f  o i l  o n  the d a t e  o f  t e r m i n a t i o n  p u r s u a n t  t o  a n y  o f  t h e  -

p r o v i s i o n s  of t h i s  A g r e e m e n t ,  a t  the p r i c e  s t i p u l a t e d  in 

A r t i c l e  VII, as if s uch o i l  h a d  b e e n  d e l i v e r e d  to B u y e r  a t  

the poi-.t o f  d e l i v e r y  f o r t y - f i v e  (45) d a y s  p r i o r  to tlie.’ s a i d  

d a t e  of t e r m i n a t i o n .  In t h e  e v e n t  B u y e r  s u s p e n d s  its 

p u r c h a s e  o f  o i l  f r o m  the L e a s e s  a f t e r  h a v i n g  i n i t i a t e d  

d e l i v e r i e s  a n d  a f t e r  S e l l e r  h a s  d e l i v e r e d  t h e  p i p e l i n e  f i l l  

as p r o v i d e d  b y  this A r t i c l e  13.2, B u y e r  s h a l l  p a y  f o r  s u c h  

q u a n t i t y  o f  o i l  as if it h a d  b e e n  d e l i v e r e d  a t  t h e  p o i n t  of; 

d e l i v e r y  o n  t h e  d a t e  B u y e r  s u s p e n d e d  its p u r c h a s e s .  T h e r e a f t e r  

S e l l e r  s h a l l  b e  o b l i g a t e d  to p r o v i d e  p i p e l i n e  f i l l  u p o n  

B u y e r ' s  r e i n i t i a t i o n  of d e l i v e r i e s  o f  o i l  o u t  o f  t h e  L e a s e s  

as p r o v i d e d  b y  o t h e r  p r o v i s i o n s  o f  this A g r e e m e n t .

E. R A T  IPI C A T  10tT

In all o t h e r  r e s p e c t s ,  e x c e p t  a s  e x p r e s s l y  

c h a n g e d  h e rein , the o r i g i n a l  A g r e e m e n t  s h a l l  c o n t i n u e  in 

f u l l  f o r c e  a n d  e f f e c t  as original!'' w r i t t e n .

F . A P P R O V A L  O F  A L A S K A  S T A T E  L E G  I S L A T  I? R E  Ri-Q U I R E  D  

If the T e n t h  A l a s k a  S t a t e  L e g i s l a t u r e ,  S e c o n d

Se s s i o n ,  s h a l l  n o t  h a v e  a p p r o v e d  this A m e n d m e n t  to the

- 0 -



A g r e e m e n t  by a c o n c u r r e n t  r e s o l u t i o n  c o n c u r r e d  i n  b y  a 

m a j o r i t y  of the m e m b e r s  o f  e a c h  Mouse, a n d  t h i s  A m e n d m e n t  _to 

the A g r e e m e n t  s h a l l  n o t  h a v e  b e e n  e x e c u t e d  b y  t h e  S t a t e  of 

A l a s k a  in f o r c e  a n d  eff ect, then this A m e n d m e n t  s h a l l  b o  

n u l l  a n d  v o i d  a n d  o f  no f u r t h e r  f o r c e  o r  e f f e c t ,  the s a m e  as 

i t  if h a d  n e v e r  b e e n  made.

A m e n d m e n t  to R o y a l t y  Oil S a l e s  A g r e e m e n t  to b e  e x e c u t e d  by 

its C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  w i t h  the c o n s e n t  of 

the A l a s k a  R o y a l t y  O i l  a n d  Gas D e v e l o p m e n t  A d v i s o r y  B o a r d  (a 

c o p y  o f  the r e s o l u t i o n  of the s a i d  B o a r d  c o n s e n t i n g  to this .

IN W I T N E S S  W H E R E O F ,  the S e l l e r  h a s  c a u s e d  this

E x t e n s i o n  is a t t a c h e d  h e r e t o  as E x h i b i t  "A") a n d  B u y e r  has

c a u s e d  this A m e n d m e n t  to b e  e x e c u t e d  b y  its d u l y  a u t h o r i s e d

o f f i c e r ,  a ll in d u p l i c a t e  o r i g i n a l s ,  o n  the d a t e  r e t  forth

h e r e i n b e l o w .

"Buyer"
G O L D E N  V A L L E Y  E L E C T R I C  

A S S O C I A T I O N ,  INC.

/  P r e s i d e n t
B y : __v /

***** C o m m i s s i o n e r  
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

A T T E S T :

B y :

A P P R O V E D  AS T O  F O R M :

U
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I, SANDRA--ROSENBERG, c e r t i f y  t h a t  I a m  the S e c r e t a r y

o f  the c o r p o r a t i o n  n a m e d  as B u y e r  in the a b o v e  A m e n d m e n t ;

. t h a t  A L F R E D  J. LOMEN, w h o  s i g n e d  s a i d  A m e n d m e n t  o n  b e h a l f  o f  - 

B uyer , w a s  t h e n  P r e s i d e n t  of s a i d  c o r p o r a t i o n ;  t h a t  s a i d  

A m e n d m e n t  w a s  d u l y  s i g n e d  for a n d  in b e h a l f  o f  s a i d  c o r p o r a t i o n  

b y  a u t h o r i t y  of its g o v e r n i n g  body, a n d  is w i t h i n  the s c o p e  

rporate powers.''q:f'"its cor p

■ . .  \

b\. \ \
(C O R P O R A T E  SEAL)

\\ M  '> /-'‘I

/ / / /
 ■A>*/
■< •)?

/

 M a A  J  \ _
'thnidra R o s e n b e r g ,  S e c r e t a r y

S T A T E  OF A L A S K A

f a J U D I C I A L  D I S T R I C T )

;hc / 7  ‘̂d a y  ofT H I S  IS TO C E R T I F Y  t h a t  o n  the (,J_ o a y  o r  ________
1978, b e f o r e  me, the u n d e r s i g n e d ,  a N o t a r y  P u b l i c  in a n d  fo r 
t he S t a t e  of A l a s k a ,  d u l y  c o m m i s s i o n e d  a n d  s w o r n  as such, 
p e r s o n a l l y  a p p e a r e d  A L F R E D  J. L O M E N , to m e  k n o w n  to b e  the 
P r e s i d e n t  o f  G O L D E N  V A L L E Y  E L E C T R I C  A S S O C I A T I O N ,  INC., a 
c o r p o r a t i o n ,  and k n o w n  to me to be tlie p e r s o n  w h o  e x e c u t e d  
the w i t h i n  i n s t r u m e n t  on b e h a l f  of the c o r p o r a t i o n  h e r e i n  
named,  a n d  a c k n o w l e d g e d  to m e  t h a t  the s a m e  w a s  s i g n e d  a s  a 
fr e e  a c t  a n d  d e e d  of the s a i d  c o r p o r a t i o n  f o r  tlie uses a n d  
p u r p o s e s  t h e r e i n  s t a t e d  a n d  p u r s u a n t  to j.ts B y l a w s  o r  a 
r e s o l u t i o n  of its B o a r d  o f  D i r e c t o r s .

W I T N E S S  my h a n d  a n d  n o t a r i a l  s e a l  t h e  d a y  and y e a r  
f i r s t  ^^bove w r i t t e n .

I  .* I *.
v
» v  •» •

• I e .  !

i^ L  ______
N o  ion:y P u b l i c  in ^and ivyr A l a s k a  
M y  c o m m i s s i o n  e p i r e r >  ^ / '/S'tJ



STAfiE OF A L A S K A  * )
. U  *  ;  S S  .  2

J U D I C I A L  D I S T R I C T  ) — ^

T H I S  IS TO C E R T I F Y  that o n  the D - ?  ^clay of 
1978, b e f o r e  me, the u n d e r s i g n e d ,  a N o t a r y  P u b l i c  i n  a n d  for, 
the S t a t e  o f  Alaska, ly c o m m i s s i o n e d  a n d  s w o r n  as such,
p e r s o n a l l y  a p p e a r e d  l}\ Q b g ^ f  £.  <■
to rne k n o w n  to be the C o m m i s s i o n e r  or N a t u r a l  R e s o u r c e s  f o r  ~ 
the S t a t e  o f  A l aska,  a n d  k n o w n  to m e  to b e  t he p e r s o n  w h o  
e x e c u t e d  the w i t h i n  i n s t r u m e n t  on b e h a l f  o f  the S t a t e  of 
A l a s k a ,  and a c k n o w l e d g e d  to me t h a t  the s a m e  w a s  s i g n e d  as a 
free a c t  a n d  d e e d  of the S t a t e  of A l a s k a  f o r  the p u r p o s e s  
and u s e s  t h e r e i n  stated. ,

W I T N E S S  m y  h a n d  a n d  nctarij^L s e a l  the d a y  a n d  y e a r  

f i r s t  a b o v e  w r i t t e n .

.ttlO'IOI'l,,:• o \ / X  . v  .-..... ..v.
• v/ y  • v  /

/  \ V n V i , ^  V  \

i ■ ' S ' H u f - J  \

' > V ' V  ■ • /

N o t a r y  P u b l i c  in a n d  f o r  A l a s k a  
M y  c o m m i s s i o n  e x p i r e s  : /£/?$

- 1 1 -



E X H I B I T  "C"

C a l c u l a t i o n  o f  m o n t h l y  in v a l u e  r o y a l t y  u n d e r  t h e  L e a s e s  and l e a s e s  (all c a l c u l a t i o n s  

s h a l l  b e  r o u n d e d  to t h e  n e a r e s t  $0,001)

S T E P  1: C a l c u l a t e  e a c h  p r o d u c e r ' s  w e i g h t e d  a v e r a g e  v a l u e  p e r  b a r r e l  a t  P o i n t  of
D e l i v e r y  f o r  a i l  o i l  s o l d  b y  e a c h  p r o d u c e r  d u r i n g  the m onth, as f o l lows:

(1)

D e s t i n a t i o n

1
2 

. 3

E x a m p l e ,  P r o d u c e r  Y

(2)

V o l u m e
S o l d

2 , 0 0 0 , 0 0 0
4 . 0 0 0 . 0 0 0
5 . 0 0 0 . 0 0 0

(3)
S a l e s  P r i c e  

at
D e s t i n a t i o n

$ 1 2 , 5 0 0
1 3.370
.13.440

(4)

' Shipping
C o s t s

$ - 0 -  
1.110 
3 .830

(5) (6)
P o i n t  o f  

•Pipeline D e l i v e r y  
T a r i f f  V a l u e

$-1.770
4.750
4.750

$ 7 , 7 3 0  
7 .510 
4.060

(7)
V7eighted
A v e r a g e
V a l u e

$ 6.34 5

C o l u m n s  2, 3, 4 a n d  5 s h a l l  be c o m p u t e d  f r o m  a c t u a l  d a t a  as r e p o r t e d  by e a c h  p r o d u c e r  
and f i l e d  w i t h  t h e  S t a t e  of A l a s k a  for r o y a l t y  p u r p o s e s  a n d  s e v e r a n c e  t a x  p u r p o s e s .

S T E P  2 : The " w e i g h t e d  a v e r a g e  v a l u e "  p e r  b a r r e l  of e a c h  p r o d u c e r  (column 7 above) at
t h e  P o i n t  of D e l i v e r y  s h a l l  then  b e  u s e d  in c o l u m n  (9) b e l o w  in c a l c u l a t i n g  the 
a p p l i c a b l e  in v a l u e  p r i c e  f o r  e a c h  p r o d u c e r  (column 11 b e l o w ) , the w e i g h t e d  a v e r a g e  
of w h i c h  s h a l l  be the In V a l u e  P r i c e  to B u y e r  (column 12), as follo ws:

P a g e  1 o f  2



- c o n t i n u e d -  '

Example, all p r od uce rs:

(B) (9) ' (1 0 > (11) _ (,1.2 ! .
P r o d u c e r  W t d . Avg. V a l u e  Wtd. Avg. P r i c e  A p p l i c a b l e  In V a l u e

at P o i n t  of R e c e i v e d  b y  all P r i c e  for In^ P r i c e  to

Q u a n t i t y  D e l i v e r y  (Col. 7) o t h e r  P r o d u c e r s  V a l u e  C a l c u l a t i o n   B u y G I _

X •
^4,200,000 , $ 6 , 9 2 0  $ 6 , 4 0 4  . $ 6 , 9 2 0

Y ; ^
1 1 , 0 0 0 , 0 0 0  • 6 . 3 4 5  7 . 0 0 3  7 . 0 0 3

• |

Z ; . '
5 0 0 , 0 0 0  7 . 7 0 0  ' 6.504 ‘ 7. 7 0 0

W e i g h t e d  Avg. $ 6 , 5 4 2  . $ 7 , 0 0 3

R o t e s :

1) V a l u e s  in c o l u m n  10 a r e  the w e i g h t e d  a v e r a g e  o f  all p r o d u c e r s  o t h e r
(1 t h a n  the p r o d u c e r  f o r  w h i c h  the c a l c u l a t i o n  is b e i n g  made.

2) C o l u m n  11 is t h e  h i g h e s t  o f  the v a l u e s  in c o l u m n s  9 o r  10 for e a c h  p r o d u c e r .

3) . C o l u m n  12 is t h e  w e i g h t e d  a v e r a g e  of v a l u e s  in c o l u m n  11.

4) B u y e r  s h a l l  n o t  p a y  any r e i m b u r s a b l e  c o s t s  u n d e r  A r t i c l e  8.2 u n t i l  s u c h  c o s t s  

are j u d i c i a l l y  d e t e r m i n e d  as owing.

5) T h e r e  is no p o s t e d  p r i c e .  " M a r k e t "  or " f i e l d "  v a l u e  s h a l l  r.ot b e  u s e d ^ i n  
c a l c u l a t i n g  t h e  "In V a l u e  p r i c e  to B u y e r "  u n l e s s  ar.u u n t i l  the m e t h o d o l o g y  ox 

d e t e r m i n i n g  s a m e  is j u d i c i a l l y  d e c i d e d .

6) S u b j e c t  to l a t e r  a d j u s t m e n t  u n d e r  A r t i c l e  9.5.



E X H I B I T  "D"

F O R M  O F  B O R D

The b o n d  shall b e  in a f o r m  s u b m i t t e d  b y  B u y e r  a n d  

s h a l l  c o n t a i n  s u c h  t e r n s  a n d  c o n d i t i o n s  as a r e  a p p r o v e d  b y  

the C o m m i s s i o n e r .



C O M M ITTEE REPORT 

S E N A TE

F U R T H E R :

4/5/78

Date: P. 7  ^

Mr. Presi d e n t :
S P E C I A L  C O M M I T T E E  T O  C O N S I D E R  

The C o m m i t t e e  on R O Y A L T Y  OIL SALES P R O P O S A L S  has h a d  SCR 96

o y a l t y  oil sales a g r e e m e n t  between State of A l a s k a  & G o l d e n  V a l l e y  E l e c t r i c  
A s s o c i a t i o n

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) (the c o m m i t t e e  

r e p orts it b a c k  as f o l l o w £ 0 ~ ^ \

( I'*)' r e c o m m e n d s  it'^o pass ( ) r e c o m m e n d s  it do not pass

( ) r e c o m m e n d s  i t ^ do pass w i t h  a t t a c h e d  a m e ndment(s)

( ) r e c o m m e n d s  it b e  r e p lace d w i t h  CS for _________________________________

a n d  _____________________________________ ( ) n e w  title ( ) same title

( ) A N D  a t t a c h e s  a Letter of Intent ( ) New F i s c a l  Note

( ) r e p o r t s  it b a c k  w i thou t r e c o m m e n d a t i o n  

( ) a n d  r e c o m m e n d s  it be r e f err ed to the C o m m i t t e e

M E M B E R S  S I G N I N G  DO PASS

• g g r  _____________

O T H E R  R E C O M M E N D A T I O N S

S 60 ( r e v .  6/77)
Chairman
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Introduced: 4/5/78
Referred: Special Committee
To Consider Royalty Oil 
Sales Proposals

IN THE SENATE
BY THE RULES COMMITTEE BY 
REQUEST OF THE GOVERNOR

SENATE CONCURRENT RESOLUTION NO. 96

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - SECOND SESSION

Approving amendments to the royalty 

oil sales agreement between the 

State of Alaska and Golden Valley 

Electric Association

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, the State of Alaska and the Golden Valley Electric Associa­

tion entered into an agreement entitled "Royalty Oil Sales Agreement," 

dated April 12, 1977; and

WHEREAS, the commissioner of the Department of Natural Resources and 

che Golden Valley Electric Association have negotiated certain amendments 

to the agreement; and

WHEREAS, the Alaska Royalty Oil and Gas Development Advisory Board has 

approved those amendments as required by AS 38.06.050; and

WHEREAS, these amendments will make the terms of the agreement con­

sistent with the terms of other agreements for 'he sale of the state's 

royalty oil currently before Che legislature for approval or under negotia­

tion; and

WHEREAS, the amendments are in the best interests of the State of 

Alaska;

BE IT RESOLVED by the Alaska State Legislature that the amendments are 

approved under AS 38.06.055.

-1- SCR 96
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C O M M ITTEE REPORT
A

SEN ATE

F U R T H E R :_____________________

r' /'»// c -------------------------------

Date: ______________________________

Mr. President:

The C o m m itt ee o n _______ has h a d _________________

jerrt.l i’. Lei i '■ • ■ - 1 y .jysl-cim

under c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) (the committee 

reports it b a c k  as follows)

( ) recomme nds it do pass ( ) recommends it do not pass

(*•■') recommends it do pass w i t h  a t t a c h e d  amendmentC#)

( ) recommends it b e  r e p l a c e d  w i t h  CS for _______________________________

a n d _____________________________________ ( ) n e w  title ( ) same title

( ) A N D  attaches a Letter of Intent ( ) New Fiscal Note

( ) reports it b a c k  w i t h o u t  r e c o m m e n d a t i o n

( ) and recommends it be r e f erred to t h e ______________ Committee

M E M B E R S  SIGNING DO PASS: O T H E R  RECOMMENDATIONS:

S 60 ( r e v .  6/77)
Chairman
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To: ___________  SENATE BILL MO.

___________  HOUSE BILL NO.

AMENDMENT : Page   Line
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i IN THE SENATE

Introduced: 4/11/78
Referred: Commerce and State

Affairs

BY THE COMMERCE COMMITTEE 

SENATE CONCURRENT RESOLUTION NO. 100 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - SECOND SESSION

Relating to the Federal Aid Highway Sys­

tem.

/ I BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

H Ii WHEREAS Prince William Sound has developed into a major tourist attrac-

‘J I cion and recreation area for Alaska; and

10 WHEREAS Prince William Sound is one of the most magnificent and specta-

n cular areas in Southcentral Alaska; and

\y WHEREAS an improved road access between Portage and Whittier would make

1:1 ichis area much more accessible and available to the major concentration of 

i<i population in Ala-ska; and

WHEREAS an improved road access between Portage and Whittier would 

Hi justify an improved level of ferry service on tne Marine Highway between the

i/ 'Prince. William Sound communities of Whittier, Valdez, and Cordova; and

1 8 j WHEREAS there is presently no designated route for the construction of

isj a future link between Portage and Whittier on the Federal Aid Highway Sys- 

?i) tern; and

y\ WHEREAS the commissioner of the Department of Transportation and Public

t > Facilities has authority to designate such a route and request its inclusion

y.i in the Federal Aid Highway System;

y.i BE IT RESOLVED by the Alaska State Legislature that the Governor is

respectfully requested to direct the commissioner of transportation and pub-
oV~

lic facilities to designate a route for construction of a highway -and tunnel 

Link from the end of the federal aid highway at Portage Glacier Visitors 

nter to the Port of Whittier, and to request its inclusion in the Federal 

\id Highway System; and be it

_ L_ SCR 100
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C O M M ITTE E  REPORT 

S E N A TE

5/3/78
F U R T H E R :

Mr. President: 

The C o m m i t t e e  on RULES

Date: |V\ '?> j \ S 7 ?

has h a d  SCR 100

Federal A i d  H i g h w a y  S y s t e m

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) -£t-he;_committee 

r e ports— it back^as^-fol-lows) I— .V W.. c-v.
Fc_, S ’- -j - ~lk

( ) r e c o m m e n d s  it do pass ( ) r e c o m m e n d s  it do not pass

( ) r e c o m m e n d s  it do pass w i t h  a t t a c h e d  amend ment(s)

( ) r e c o m m e n d s  it b e  r e p l a c e d  w i t h  CS for ________________________________

and _____________________________________ ( ) n e w  title ( ) same title

( ) A N D  attaches a L e t t e r  of Intent ( ) New F iscal Note

( ) reports it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

( ) and r e c o m m e n d s  it be r e f e r r e d  to the ________________ C o m m i t t e e

M E M B E R S  S I G N I N G  DO PASS O T H E R  R E C O M M E N D A T I O N S

(

S GO (rev. 6/77)
Chairman
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Introduced: 4/11/78
Referred: Commerce and State

Affairs

i I IN THE SENATE BY THE COMMERCE COMMITTEE 

SENATE CONCURRENT RESOLUTION NO. 100 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - SECOND SESSION

Relating to the Federal Aid Highv/ay Sys­

tem.

/ I BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

ii il WHEREAS Prince William Sound has developed into a major tourist attrac­

tion and recreation area for Alaska; andi *

WHEREAS Prince William Sound is one of the most magnificent and specta­

cular areas in Southcentral Alaska; and

WHEREAS an improved road access between Portage and Whittier would make

this area much more accessible and available to the major concentration of 

population in Alaska; and

WHEREAS an improved road access between Portage and Whittier would 

justify an improved level of ferry service on the Marine Highv/ay between the 

l/jiPri.nce William Sound communities of Whittier, Valdez, and Cordova; and 

in I! WHEREAS there is presently no designated route for the construction of

a future link between Portage and Whittier on the Federal Aid Highway Sys­

tem; and

WHEREAS the commissioner of the Department of Transportation and Public 

Facilities has authority to designate such a route and request its inclusion 

in the Federal Aid Highway System;

BE IT RESOLVED by the Alaska State Legislature that the Governor is

respectfully requested to direct the commissioner of transportation and pub-

°'r'
lie facilities to designate a route for construction of a highv/ay -end tunnel

link from the end of the federal aid highway at Portage Glacier Visitors 

enter to the Port of Whittier, and to request its inclusion in the Federal 

\id Highv/ay System; and be it

_1_ SCR 100

. . . . .  - .  .. ..



FURTHER RESOLVED that the Governor is respectfully requested to direct 

the commissioner of transportation and public facilities to consult with the 

U.S. Forest Service, Department of Agriculture, to obtain necessary right- 

of-way for the designated federal aid highway route.

SCR 100
-2- #



C O M M ITTEE REPORT 

S E N A TE

F U R T H E R :
5/3/78

Date: W li P.h1 3  1 < | 7 0
1 1

Mr. President:

T h e  C o m m i t t e e  on _______ RU L E S____________________________ has h a d  SCR 100_______

Fe deral A i d  H i g h w a y  S y s t e m

under c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) -{-the.^committee

r e ports— it backh-as^fol-lows) • V yVe.c/.A c.v. -K-j- ^  —
i-C. ', 7 fi

( ) r e c o m m e n d s  it do pass ( ) r e c o m m e n d s  it do not pass

( ) r e c o m m e n d s  it do pass w i t h  a t t a c h e d  ame ndment(s)

( ) reco mm e n d s  it be r e p l a c e d  w i t h  CS for __________________________________

a n d _____________________________________ ( ) n e w  t i t l e  ( ) same title

( ) A N D  attaches a L e t t e r  of Intent ( ) New F i s c a l  Note

( ) reports it b a c k  w i t h o u t  r e c o m m e n d a t i o n

( ) a nd recommends it be r e f e r r e d  to the __________________  Commi t t e e

M E M B E R S  S I G NING DO PASS: O T H E R  R E C O M M E N D A T I O N S :

-  J -
Ch a i r m a n

S 60 ( r e v .  6/77)



C O M M ITTE E REPORT 

S E N A TE
. / A *

FURTHER  r

4/11/78

Mr. President:

Date: /,

has h a d  S C R  100T h e  C o m m i t t e e  o n _______ C O M M E R C E
F e d e r a l  A i d  H i g h w a y  S y s t e m

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) (the c o m m i t t e e  

re ports it b a c k  as follows)

r e c o m m e n d s  it do pass ( ) r ecommends it do not pass

r e c o m m e n d s  it do pass w i t h  a t t a c h e d  amendment(s) )<

( ) r e c o m m e n d s  it be r e p l a c e d  w i t h  CS for _____________________________

a n d  _____________________________________ ( ) n e w  title ( ) same title

( ) A N D  a t t aches a L e t t e r  of Intent ( ) N e w  F i s c a l  Note

( ) r e ports it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

( ) a n d  r e commends it be r e f e rred to the  C o m m i t t e e

O T H E R  R E C O M M E N D A T I O N

60 ( r e v .  6/77)

9
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J  /Chairman' 7 T
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Offered in the SENATE: By: Senate Commerce Committff

To:  Amend____________SENATE  BILL No, SCR 100____________

HOUSE BILL No, _____________________

Pa g e : ____________________  L i n e : _____________________

Pa g e  o n e , L i n e s  12, 15 a n d  19:

D e l e t e  t h e  w o r d  "Wh i t t i e r " attd=atjd=? h e ^ v o r d ^ "P r i n c e  W i l l i a m  S o u n d ". 

Pa g e  O n e , L i n e 28:
«•* »
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Introduced: 4/11/78
Referred: Commerce, State
Affairs and Finance

IN THE SENATE BY THE COMMERCE COMMITTEE

SENATE BILL NO. 585 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act appropriating $250,000 for the state share of

the project cost of the Portage to Bear Valley Road."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $250,000 is appropriated from the general fund to

the Department of Transportation and Public Facilities for the state contri­

bution to the federal aid highway project for construction of a highway from 

Portage to Bear Valley Road.

# - 1-
SB 585

i»ra^3grarm n3>?*irni ^ TTnre!B33:;
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C O M M ITTEE REPORT 

/ ' f t '  HO USE

FURTHER:

D a t e : ______________________________

M r . S p e a k e r :

The C o m m i t t e e  o n __________________________________________ has h a d _________________

under c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) (the committee 

reports it back as follows)

( ) recomm e n d s  it do pass ( ) recommends it do not pass

( ) recomm e n d s  it do pass w i t h  a t t ached amendment(s)

( ) recomm e n d s  it be r e p l a c e d  w i t h  CS for _______________________________

a n d _____________________________________ ( ) n e w  title ( ) same title

( ) AND attaches a Letter of Intent ( ) N e w  Fiscal Note

( ) reports it back without r e c o m m e n d a t i o n

( ) and rec ommends it be r e f e r r e d  to t h e ___________________ Committee

ME M B E R S  S I GHI NG DO PASS: OTHE R RECOMMENDATIONS:
f »

* ! f f

H 60 ( r e v  . 6 / 7 7)
Chairman



(Original sponsor: Rules Con.nittee by
request of the Governor

Offered: 6/9/78
Referred: Finance
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BY THE SPECIAL COMMITTEE ON THE 
IN THE SENATE SALE OF ROYALTY OIL AND GAS

HOUSE CS FOR SENATE CONCURRENT RESOLUTION NO. 102

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - SECOND SESSION

Relating to a direct investment by

the state in the Alaska natural

gas pipeline project.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, Northwest Alaskan Pipeline Company has been selected by the

President and the Congress of the United States to construct a pipeline to

,, |transport Alaskan natural gas from Prudhoe Bay to markets in the lower 48

V} | states ; and
I
; WHEREAS, the cost of the project is estimated to be 10.5 billion dollars

14 3.7 billion dollars of which will be used to construct over 700 miles of

i«, | pipeline in Alaska; and

Hi 

1/ 

in 

it)

,(l I 

n I
communities, and stimulus and expansion of private enterprise, including 

::i greater potential for deve.'.opmer.t of m-state manufacturing, refining, and

processing facilities; ana

WHEREAS, Northwest Alaskan Pipeline Company has advised the state that 

/( it would be of substantial assistance no the company in constructing the gas

>i line if the su..tce were to provide :iaui.ciui a _d, both tniough the means of

;:i creating an authority with the power to r.ssue nax-iree hoiitiu tor investment

in the pipeline and through the meant of direct investment in the pipeline;

KCSSLK lL'2

WHEREAS, timely completion of ti:fc Alaska Highway Natural Gas project to 

transport North Slope natural gas is a .natter of vital concern to the nation*: 

energy future; and

WHEREAS, construction of the project may produce important social 3 nd 

economic benefits for the people of Alaska, including new jobs, increased 

state and local tax revenue, enhanced availability of natural gas for Alaskan
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and

WHEREAS, Northwest Alaskan Pipeline Company has asserted that a direct 

investment up to a maximum of I?500,000,000 in the pipeline would be benefi­

cial to Alaska and would create a substantial return to Alaskans on the 

dollars invested; and

WHEREAS, unlike the creation of an authority to issue tax-free bonds, a 

direct investment would be a direct commitment of taxpayers' funds to the 

project and should only be undertaken after the legislature and the admini­

stration have had an opportunity to completely review all the economic data 

pertaining to the pipeline, the final financial plan for construction of the 

entire transmission system and have made a determination as to the effect of 

early withdrawal of gas from the Prudhoe Bay reservoir; and

WHEREAS, if a decision is made by the state to participate In the direct 

financing of the project during the First Session of the Eleventh Legisla­

ture, this decision will materially assist the project's planners;

BE IT RESOLVED by the Alaska State Legislature that

(1) There is established a joint interim committee on gas pipeline 

financing to review and consider possible direct investment by the State of

Alaska in the pipeline project. The committee consists of three members from

each house appointed by the presiding officer of each house. The committee 

shall elect its chairman.

(2) the committee, in consultation with the governor, shall deter­

mine if direct state financial participation in the project appears to be in 

the best interest of the stace;

(3) if it is determined that such participation is desirable, the

committee, again in consultation with the governor, shall prepare, and pro­

pose to the legislature, legislation to authorize a maximum of $500,000,000 

in direct state financial participation;

(4) the committee shall submit a written report to the legislature 

HCSSCR 102 -2-





A p r i l  ^0, 1978

T h e  H o n o r a b l e  J o h n  R ader 
P r e s i d e n t  o f  the Senate 
A l a s k a  S tate L e g i s l a t u r e  
P o u c h  V
Juneau, A l a s k a  99811 

D e a r  Mr. President:

U n d e r  a u t h o r i t y  of art. Ill, sec. 18 of the A l a s k a  
Const i t u t i o n ,  and in accordance w i t h  AS 2 4 . 3 0 . 0 6 0 ( b )  and 
the U n i f o r m  Rules o f  the Alaska State L egisl a t u r e ,  I am 
t o d a y  t r a n s m i t t i n g  a b ill for the c r e a t i o n  of an 
a u t h o r i t y  to is sue r e v e n u e  bonds to aid in the f i n a n c i n g  
of  the N o r t h w e s t  A l a s k a n  Pipeline project. T h i s  p r o j e c t  
c a n  b e  of i m m e a s u r a b l e  aid to the State o f  Alaska. It can 
i n s u r e  t h a t  v/e d erive m a s s ive r e venue from the use o f  our 
r o y a l t y  gas and from taxes. The p r o j e c t  c a n  p r o v i d e  as 
m a n y  as 2 0 , 0 0 0  jobs for Alask a n s  and ca n i n s u r e  real 
e c o n o m i c  b e n e f i t  to our state for years to come.

T h e  a u t h o r i t y  I p r o p o s e  v/ill be in a p o s i t i o n  to issue 
b o n d s  b a c k e d  s o l e l y  b y  possi b l e  r e venue  from the p i p e l i n e  
p r o j e c t  itself. No c r e d i t  of the state v/ill he i n v o l v e d  
in this transact ion. In order to m a r k e t  the bonds, it 
w i l l  be n e c e s s a r y  to o b tain an amendment to the Inter nal 
R e v e n u e  Code m a k i n g  the bonds tax-exempt, and v/e v/ill not 
be able to issue the bonds until t h a t  occurs. 
No n e t h e l e s s ,  it is critical in order to o b t a i n  that 
e x e m p t i o n  t h a t  v/e first e s t a b l i s h  the legal m e c h a n i s m  to 
i s s u e  the bonds, and that is w h a t  this m e a s u r e  v/ill 
accompli sh.

I am also s u b m i t t i n g  a r e s o l u t i o n  w h i c h  a sks the 
L e g i s l a t i v e  C o uncil to es tablish an i n t e r i m  c o m m i t t e e  on 
gas p i p e l i n e  financing. There is no v/ay t o d a y  t h a t  
a n y o n e  c a n  s a y  w i t h  assurance w h e t h e r  a d i r e c t  i n v e s t m e n t  
in the p i p e l i n e  w o u l d  be a good idea or a b a d  i d e a  since 
th e  facts are n o t  s u f f i c i e n t l y  d e v e l o p e d  to m a k e  an 
ev a l u a t i o n .  It is necessary, hcwever, t h a t  v/e m o v e  
f o r w a r d  w i t h  c o n s i d e r i n g  the proposal. I h a v e  d i r e c t e d  
m e m b e r s  of m y  a d m i n i s t r a t i o n  to v/ork c l o s e l y  w i t h  the 
l e g i s l a t u r e  as the l e g i s l a t u r e  m a y  c o n s i d e r  p r o p e r  in the

■■II llliM 'II ■ 1 11 'IillBB M H I i y M I H



i n t e r i m  in r e a c h i n g  a d e c i s i o n  o n  this matter, and I urge 
t h e  l e g i s l a t u r e  to take all n e c e s s a r y  steps, i n c l u d i n g  
the a d o p t i o n  o f  the resolution, to get the p r o c e s s  going.

T h e  amounts  o f  m o n e y  i n v o l v e d  in this t r a n s a c t i o n  are 
enormous, b u t  it is critical to r e a l i z e  t h a t  w e  are 
m a k i n g  no c o m m i t m e n t  n o w  to b a c k  the p r o j e c t  w i t h  any 
c r e d i t  of the state. We s hou ld not be a f r a i d  to a s s i s t  
t h e  project, however, in o b t a i n i n g  its o w n  financing. 
T h e  bill I am submitting, w h i c h  c l o s e l y  f o l l o w s  the 
s t r u c t u r e  of the A l a s k a  Industrial D e v e l o p m e n t  A utho rity, 
a nd the r e s o l u t i o n  I am s ubmit t i n g  in c o n j u n c t i o n  w i t h  
the bill s h o u l d  a c c o m p l i s h  these ends.

Sincerely,

Jay S. H a m m o n d  
G o v e r n o r

Lowell Thomas, Jr. 
L i e u t e n a n t  G o v e r n o r

- 2 -



T H E  L E G I S LATURE O F  T H E  STATE O F  A L A S K A
T E N T H  LEGISLATURE

JDS-CAJuJKQIE.

I .  R EQ U EST
B il l/Reso lu t ion  No._SCR._J .Q2    _________
Title R e l a t i n g  t o  a d i r e c t  i n v e s t m e n t  by  t h e  s t a t e  I n  t h e  A l a s k a  N a t u r a l  
R e q u e s t e d  bv G o v e r n o r 1 s ~ G t t i c e  DateG a s  P T F ^ T T m T ~ P r b j e r

I I .  F IS C A L  D E T A IL
Agency  A f fe c ted  R e v e n u e
Program Category A f fe c te d______
Budge t Reque s t Unit(s) A f fe c te d

F .XPEND ITURF .S  (Thousands  o f  Do l la rs)

F Y  78 F Y  79 F Y  80 F Y  S I F Y  82 F Y  S3
100 P FR SO N A I .  S E R V IC ES
200 T R A V E L
300 C O N T R A C TU A L 200 .0
400 C O M M O D IT IES
500 EQ U IPM EN T
600 l .A N D  Sc S T R U r iU R F S
700 G RA N TS . C LA IM S . FTC .

T O T A L  2 0 0 .0  -0 -  - 0 -  - 0 -  -0-

F UN'DING (Thousands  o f  Dollars)

G E N E R A L  FU N D 200 .0 -0- -0- - 0 - -0-
F E D E R A L  FU N D S
O TH ER  (Spec ify)

POS IT IONS

F U I . I .  T IME. _

P A R T  TIME.
T E M P O R A R Y

I I I .  A N A L Y S IS  (See F isca l No te  P repara t ion  In s t r u c t io n s ,  Sec t ion I I I )

T h i s  money w i l l  b e  u s e d  t o  h i r e  l e g a l  and  f i n a n c i a l  c o u n s e l  t o  
im p l e m e n t  t h e  R e s o l u t i o n  o f  p r o d u c i n g  a  n e g o t i a t e d  N o r t h w e s t  
f i n a n c i n g  a g r e e m e n t .

IV . D A T E
A G E N C Y ___________ D e p o r t t - c n t  o L  . l i e  v a n  n o , .

O r ig ina l:  Leg is la t ive F inance PH O NE  405-2300__
cc: Budget and Management

Prime Sponsor (F irs t  Leg is la to r N am ed)
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M E M O R A N D U M

T O : H o n .  H u g h  M a l o n e ,  S p e a k e r ,  H o u s e  of R e p r e s e n t a t i v e s

F R O M :  M a t t h e w  D. B e r m a n ,  Ph. D . , e c o n o m i s t ,  T r u s t e e s  f or A l a s k a ,
A n c h o r a g e ,  A l a s k a

S U B J E C T : S t a t e  F i n a n c i a l  A s s i s t a n c e  to t h e  A.lean P i p e l i n e  P r ojec!

M a y  15, 1 9 7 8

T h e  H o u s e  of R e p r e s e n t a t i v e s  is c o n s i d e r i n g  t h e  m e r i t s  o f  
t w o  p r o p o s a l s  to a s s i s t  f i n a n c i n g  of the A l a s k a  H i g h w a y  N a t u r a l  
G a s  P i p e l i n e  p r o j e c t :  H B  943, c r e a t i n g  t h e  Julaska G a s  P i p e l i n e
F i n a n c i n g  A u t h o r i t y ,  w i t h  the p o w e r  to i s s u e  t a x - e x e m p t  r e v e n u e  
b o n d s ,  a n d  H C R  125, r e l a t i n g  to d i r e c t  e q u i t y  i n v e s t m e n t  in t h e  
p r o j e c t .  T h e  B i l l  a n d  the R e s o l u t i o n  are b a s e d  o n  t h e  " f i n d i n g "  
o f  t h e  L e g i s l a t u r e  t h a t  t i m e l y  c o n s t r u c t i o n  o f  the p i p e l i n e  is 
i n  t h e  b e s t  i n t e r e s t  o f  t h e  state.

T h i s  f i n d i n g  m a y  be in error, for the f o l l o w i n g  r e a s o n s :
1) I t  is n o t  k n o w n  a t  p r e s e n t  w h a t  is t h e  m a g n i t u d e  of t h e  

i m p a c t  o f  t h e  l o s s  of f i e l d  pressure, f r o m  g a s  wi.thdrawal on t h e  
d i f f i c u l t y  o f  o i l  r e c o v e r y ;

2) T h e  e c o n o m i c  i n t e r e s t s  of the S t a t e  o f  A l a s k a  d i f f e r  in 
s e v e r a l  c r u c i a l  w a y s  f r o m  t h o s e  of the o p e r a t o r s  (or t h e  F e d e r a l  
G o v e r n m e n t ) ;

3) T h e  i n t e r a c t i o n  of p e t r o l e u m  e n g i n e e r i n g  a n d  t h e  d i v e r g e n c e  
o f  e c o n o m i c  i n t e r e s t s  m a y  m e a n  t h a t  it is f a r  s u p e r i o r  f i n a n c i a l l y  
f o r  t h e  s t a t e  to h a v e  g a s  s a l e s  d e l a y e d  for s e v e r a l  y e a r s .

I m p a c t  of the l o s s  of field p r e s s u r e  on oil r e c o v e r y

T h e  s t a t e ' s  p e t r o l e u m  e n g i n e e r !  
f o r m a t i o n  s h o w s  t h a t  the r a t e  of wi 
of g a s  w i t h d r a w a l s  h a v e  a s u b s t a n t i  
o f  o i l  a n d  g a s  f r o m  t h e  f i e l d  a n d  o 
g i v e n  a m o u n t  o f  oi l. H o w e v e r ,  this 
s i n c e  it w a s  p r e p a r e d  in a d v a n c e  of 
f i e l d .  S i n c e  b i l l i o n s  of d o l l a r s  o 
it. i s  i m p e r a t i v e  t h a t  t h e  L c g i s l a t u  
m o d e l  b e  p r e p a r e d  to c a l c u l a t e  the 
s h o u l d  be d o n e  b e f o r e  ciny c o m m i t m e n  
n a t u r a l  g a s  pipeli.no.

ng mode:l of t h e  S a d l e r o c h i t  
t h d r a w a l  o f  g a s  a n d  the t i m i n g  
e] i m p a c t  o n  u l t i m a t a  r e c o v e r y  
n the c o s t s  o f  r e c o v e r y  o f  a 
m o d e l  is s e r i o u s l y  o u t  o f  d a t e ,  
a n y  p r o d u c t i o n  d a t a  f r o m  the 

f state r e v e n u e  a r e  at s t a k e ,  
re r e q u e s t  th at a n  u p - t o - d a t e  
trad eo f f s i n v o  1 v e d  . 7'n i s
ts a r e  m a d e  to a s s i s t  the

D i v e r g e n c e  o f s t a t e  and p r o d u c e r s 1 f i n a n c i a l  i n t e r e s t s

T h e r e  a r c  at l e a s t  t h r e e  r e a s o n s  w h y  the i n t e r e s t s  o f  the 
State of A l a s k a  a n d  t ho se of the o p e r a t o r s  a r c  l i k e l y  to d i v e r g e



* ,

-  2

o n  t h e  i s s u e  of t h e  p r e f e r r e d  p r o d u c t i o n  r a t e s  o v e r  t i m e  fo; 
t h e  f ield.

1) O n e  o f  t h e s e  r e a s o n s ,  o u t l i n e d  in the D o s c h e r  a n d  D o u g h e r t y  
r e p o r t  p r e p a r e d  for the L e g i s l a t i v e  A f f a i r s  O f f i c e ,  is t h a t  the 
c a p i t a l  r e c o v e r y  f a c t o r  w h i c h  the oil c o m p a n i e s  u s e  to d i s c o u n t  
f u t u r e  c a s h  f l o w s  d i f f e r s  f r o m  t h a t  of the s tate. T w o  r e a s o n s  
f o r  t h e  d i s c r e p a n c y  a r e  a) f u t u r e  oil c o m p a n y  i n c o m e  w i l l  p a v  
c o r p o r a t e  i n c o m e  t a x e s  b e f o r e  it is g i v e n  to t he s t o c k h o l d e r s ,
s o  t h e  b e f o r e - t a x  r a t e  o f  r e t u r n  m u s t  be s u b s t a n t i a l l y  h i g h e r  
t h a n  b a n k  i n t e r e s t  r a c e s ;  b) the r a t e  of r e t u r n  w h i c h  t h e  s t a t e  
c a n  a c h i e v e  o n  t h e  P e r m a n e n t  F u n d  is lower t h a n  t h e  a f t e r - t a x  
i n c o m e  a v a i l a b l e  to t h e  o i l  c o m p a n i e s  from o t h e r  o p e r a t i o n s .
B o t h  t h e s e  f a c t o r s  t e n d  to i n c r e a s e  the d i s c o u n t  r a t e  for t h e  
o p e r a t o r s  r e l a t i v e  to t h e  state. T h i s  c a u s e s  t h e  o p e r a t o r s  to 
w a n t  to r e a l i z e  i n c o m e  f r o m  o i l  (and gas) w i t h d r a w a l s  m o r e  q u i c k l y  
t h a n  t h e  s t a t e ,  o t h e r  t h i n g s  equal.

2) T h e  s t a t e  e a r n s  m o s t  o f  its i n c o m e  f r o m  r o y a l t i e s  and 
s e v e r a n c e  t a x e s  (i.e., s a l e s  of o i l  a n d  gas), w h i l e  t h e  o p e r a t o r s  
s e e k  p r o f i t s  (i.e., s a l e s  less costs). T h i s  m e a n s  t h a t  t h e  s t a t e  
w o u l d  l i k e  to n a v e  t h e  o p e r a t o r s  u n d e r t a k e  cill a c t i v i t i e s  w h i c h  
i n c r e a s e  the d i s c o u n t e d  c a s h  f l o w  of r o y a l t i e s  a n d  s e v e r a n c e  
t a x e s ,  w h i l e  the o i l  c o m p a n i e s  a l s o  c o n s i d e r  the c o s t  to t h e m  of 
t h e s e  r e c o v e r y  p r o c e d u r e s .

3) S t a t e  o i l  r e v e n u e s  are e a r n e d  a t  p u m p  s t a t i o n  one. T h e  
o p e r a t o r s ,  o n  the o t h e r  hand, sell a f i n a l  p r o d u c t  t o  c o n s u m e r s ,  
a n d  o w n  the. o i l  t r a n s p o r t a t i o n  systems. S i n c e  t h e  s t a t e  d o e s  
n o t  e a r n  m u c h  i n c o m e  f r o m  the o i l  pipeli ne, p i p e l i n e  t a r i f f s  
a f f e c t  the r e v e n u e s  to t h e  s t a t e  m u c h  m o r e  s t r o n g l y  t h a n  t h e y  
a f f e c t  t h e  p r o f i t s  of the p r o d u c e r s .  O n e  of the m o s t  i m p o r t a n t  
v a r i a b l e s  a f f e c t i n g  p i p e l i n e  t a r i f f s  is the r a t e  o f  t h r o u g h p u t ,  
a n d  it is c l e a r l y  in the e c o n o m i c  i n t e r e s t s  of t h e  s t a t e  to h a v e  
m o r e  t h r o u g h p u t ,  o t h e r  t h i n g s  equal.

T i m i n g  o f  g a s  s a l es tc s e r v e  t he s f a t e 's b e i n t e r e s t

T h e r e  is s o m e  m i n i m u m  time p a t h  of e x p e c t e d  n a t u r a l  g a s  
w e l l h e a d  p r i c e s  b e l o w  w h i c h  the o i l  c o m p a n i e s  w i l l  p r e f e r  to 
r e i n j e c t  g a s  to m a i n t a i n  field p r e s s u r e  r a t h e r  t h a n  s e l l  it. 
There: is a l s o  a t i m e  p a t h  of e x p e c t e d  ga.s p r i c e s  b e l o w  w h i c h  
it is in the s t a t e ' s  i n t e r e s t  to r e t a i n  the gas, b u t  this 
p r i c e  t h r e s h o l d  m u s t  b e  m u c h  h i g h e r  for the state* t h a n  f o r  *•; . 
oil. c o m p a n i e s .  B e c a u s e  of the c o m p l e x  i n t e r a c t i o n s  of o i l  f i e l d  
o p e r a t i o n s  a n d  p i p e l i n e  throughput, on the d i s c o u n t e d  c a s h  f l o w s  
(w h i c h  d i f f e r  for the state and the o p e r a t o r s ) ,  d e l a y  of g a s  
s a l e s  r.iay be the m o s t  p o w e r f u l  and cost-eff» c t i v e  m e t h o d  of i n ­
s u r i n g  o il c o n s e r v a t i o n  to m a x i m i z e  the f i n a n c i a l  b e n e f i t s  Lu 
the s t a t e  f r o m  i t s  Oil, a n d  gas r esources .



T h o s e  i s s u e s  i n v o l v e d  in t h e  t r a d e o f f s  b e t w e e n  g a s  s a l e s  a nd 
o i l  r e v e n u e s ,  a n d  h o w  t h e  s t a t e  i n t e r e s t  d i f f e r s  f r o m  the o p e r a­
tors' i n t e r e s t ,  a r e  of c r i t i c a l  i m p o r t a n c e  to t h e  s t a t e  if it 
w i s h e s  t o  c o n s i d e r  a n y  k i n d  of f i n a n c i a l  a s s i s t a n c e  for the 
A l c a n  g a s  p i p e l i n e .  T h e  s t a t e  s h o u l d  c e r t a i n l y  n o t  p u t  i t s e l f  
i n  t h e  p o s i t i o n  o f  e x p e d i t i n g  c o n s t r u c t i o n  of the l i n e  if. d e l a y  
o f  c o n s t r u c t i o n  is a c t u a l l y  a far  m o r e  f a v o r a b l e  p o l i c y .

B e f o r e  the s t a t e  c o m m i t s  i t s e l f  to a n y  t y p e  o f  f i n a n c i a l  
a s s i s t a n c e  t o  t h e  g as p i p e l i n e ,  it s h o u l d  c o m m i s s i o n  a s e p a r a t e  
f i n a n c i a l  a n a l y s i s ,  u s i n g  the u p d a t e d  o i l  f i e l d  e n g i n e e r i n g  
m o d e l ,  t o  s e e  h o w  s t a t e  i n t e r e s t s  m i g h t  b e s t  be s e r v e d  in t e r m s  
o f  t h e  d i s c o u n t e d  c a s h  f l o w  of r e v e n u e .  T h i s  f i n a n c i a l  a n a l y s i s ,  
w h i c h  s h o u l d  b e  p e r f o r m e d  i n d e c e n t l y  of the f i e l d  m o d e l  b y  
c o n s u l t a n t s  n o t  c o n n e c t e d  to the o i l  i n d u s t r y  o r  p e t r o l e u m  e n g i n­
e e r i n g ,  s h o u l d  e x a m i n e  the d i s c o u n t e d  cash f l o w s  a r i s i n g  o u t  of 
o f  a l t e r n a t i v e  s p e c i f i c  o i l  a n d  gas p r o d u c t i o n  s t r a t e g i c s .  S o m e  
o f  t h e  i s s u e s  w h i c h  t h i s  s t u d y  s h o u l d  e x a m i n e  a r e  t h e  r e v e n u e  
s t r e a m s  a s s o c i a t e d  w i t h  c h a n g e s  in the t i m i n g  of g a s  s ales, and 
t h e  a d v a n t a g e s  of u s i n g  g a s  r e i n j e c t i o n  as a m o r e  c o s t - e f f e c t i v e  
m e a n s  o f  i n c r e a s i n g  u l t i m a t e  o i l  recover}' t h a n  v a r i o u s  r e c o v e r y  
o p e r a t i o n s .

H C R  88 is a R e s o l u t i o n  c u r r e n t l y  b e i n g  c o n s i d e r e d  b y  t h e  
H o u s e  w h i c h  w o u l d  d i r e c t  t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y  t o  
r e t a i n  a c o n s u l t a n t  to c a r r y  o u t  a c o m p r e h e n s i v e  s t u d y  o f  p o s­
s i b l e  a v e n u e s  of s t a t e  f i n a n c i a l  p a r t i c i p a t i o n  i n  t h e  A l c a n  
p r o j e c t .  T h e  i s s u e s  d i s c u s s e d  in this m e m o r a n d u m  s u g g e s t  t h a t  
■this R e s o l u t i o n  b e  a m e n d e d  to c o n t a i n  a p r o v i s i o n  b o t h  f o r  a

model, to be p r e p a r e d  a n d  f o r  a 
m o d e l  to c l a r i f y  t h e  s t a t e ' s  
to the timincr of qa;

r e v i s e d  o i l  f i e l d  e n g i n e e r i n g  
f i n a n c i a l  a n a l y s i s  u s i n g  t h a t  
r e v e n u e  p o s i t i o n  w i t h  r e s p e c t s a l e s .
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BY THE SPECIAL COMMITTEE ON THE 
IN THE SENATE SALE OF ROYALTY OIL AND GAS

HOUSE CS FOR SENATE CONCURRENT RESOLUTION NO. 102

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - SECOND SESSION

Relating to a direct investment by

the state in the Alaska natural

gas pipeline project.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, Northwest Alaskan Pipeline Company has been selected by the

President and the Congress of the United States to construct a pipeline to

transport Alaskan natural gas from Prudhoe Bay to markets in the lower 48

states; and

WHEREAS, the cost of the project is estimated to be 10.5 billion dollars

3.7 billion dollars of which will be used to construct over 700 miles of 

pipeline in Alaska; and

WHEREAS, timely completion of the Alaska Highway Natural Gas project to 

transport North Slope natural gas is a matter of vital concern to the nation’ 

energy future; and

WHEREAS, construction of the project may produce important social and 

economic benefits for the people of Alaska, including new jobs, increased 

state and local tax revenue, enhanced availability of natural gas for Alaskan 

communities, and stimulus and expansion of private enterprise, including 

n  greater potential for development of in-state manufacturing, refining, and 

?A processing facilities; and

WHEREAS, Northwest Alaskan Pipeline Company has advised the state that 

it would be of substantial assistance to the company in constructing the gas 

ji line if the state v/ere to provide financial aid, both through the means of 

2H creating an authority with the power to issue tax-free bonds for investment 

in the pipeline and through the means of direct investment in the pipeline;

-1- HCSSCR 102
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! and

WHEREAS, Northwest Alaskan Pipeline Company has asserted chat a direct

j! investment up to a maximum of $500,000,000 in the pipeline would be benefi- 

cial to Alaska and would create a substantial return to Alaskans on the
:|l
| dollars invested; and

WHEREAS, unlike the creation of an authority to issue tax-free bonds, a

I direct investment would be a direct commitment of taxpayers1 funds to the
I
I project and should only be undertaken after the legislature and the admini-

I stration have had an opportunity to completely review all the economic data 

pertaining tc the pipeline, the final financial plan for construction of the 

entire transmission system and have made a determination as to the ef of 

early withdrawal of gas from the Prudhoe Bay reservoir; and

WHEREAS, if a decision is made by the state to participate in the direct 

financing of the project during the First Session of the Eleventh Legisla­

ture, this decision will materially assist the project's planners;

BE IT RESOLVED by the Alaska State Legislature that

(1) There is established a joint interim committee on gas pipeline

financing to review and consider possible direct investment by the State of

Alaska in the pipeline project. The committee consists of three members from

each house appointed by the presiding officer of each house. The committee 

shall elect its chairman.

(2) the committee, in consultation with the governor, shall deter­

mine if direct state financial participation in the project appears to be in

the best interest of the 3tate;

(3) if it is determined that: such participation is desirable, the

committee, again in consultation with the governor, shall prepare, and pro­

pose to the legislature, legislation to authorize a maximum of $500,000,000 

in direct state financial participation;

(A) the committee shall submit a written report to the legislature 

HCSSCR 102 -2-
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Original sponsor: Rules Committee by Offered: 6/9/78
request of the Governor Referred: Finance

BY THE SPECIAL COMMITTEE ON THE 
| IN THE SENATE SALE OF ROYALTY OIL AND GAS

HOUSE CS FOR SENATE CONCURRENT RESOLUTION NO. 102 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - SECOND SESSION

Relating to a direct investment by 

the state in the Alaska natural 

gas pipeline project.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, Northwest Alaskan Pipeline Company has been selected by the 

President and the Congress of the United States to construct a pipeline to 

itransport Alaskan natural gas from Prudhoe Bay to markets in the lower 48 

I states; and

WHEREAS, the cost of the project is estimated to be 10.5 billion dollars,

3.7 billion dollars of which will be used to construct over 700 miles of 

pipeline in Alaska; and

W HEREAS , timely completion of the Alaska Highway Natural Gas project to 

transport North Slope natural gas is a matter of vital concern to the nation's 

energy future; and

WHEREAS, construction of the project may produce important social and 

economic benefits for the people of Alaska, including new jobs, increased 

state and local tax revenue, enhanced availability of natural gas for Alaskan 

communities, and stimulus and expansion of p. Ivate enterprise, including 

greater potential for development of in-state manufacturing, refining, and 

processing facilities; and

WHEREAS, Northwest Alaskan Pipeline Company has advised the state that 

it would be of substantial assistance to the company in constructing the gas 

line if the state were to provide financial aid, both through the means of 

creating an authority with the power to issue tax-free bonds for investment 

in the pipeline and through the means of direct investment in the pipeline;
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and

WHEREAS, Northwest Alaskan Pipeline Company has asserted that a direct 

investment up to a maximum of $500,000,000 in the pipeline would be benefi­

cial to Alaska and would create a substantial return to Alaskans on the 

dollars invested; and

WHEREAS, unlike the creation of an authority to issue tax-free bonds, a 

direct investment would be a direct commitment of taxpayers' funds to the 

project and should only be undertaken after the legislature and the admini­

stration have had an opportunity to completely review all the economic data 

pertaining to the pipeline, the final financial plan for construction of the 

entire transmission system and have made a determination as to the effect of 

early withdrawal of gas from the Prudhoe Bay reservoir; and

WHEREAS, if a decision is made by the state to participate in the direct 

financing of the project during the First Session of the Eleventh Legisla­

ture, this decision will materially assist the project's planners;

BE IT RESOLVED by the Alaska State Legislature that

(1) There is established a joint interim committee on gas pipeline 

financing to review and consider possible direct investment by the State of 

Alaska in the pipeline project. The committee consists of three members from 

each house appointed by the presiding officer of each house. The committee 

shall elect its chairman.

(2) the. committee, in consultation with the governor, shall deter­

mine ii: direct state financial participation in the project appears to be in 

the best interest of the state;

(3) if it is determined that such participation is desirable, the 

committee, again in consultat'on with the governor, shall prepare, and pro­

pose to the legislature, legislation to authorize a maximum of $500,000,000 

in direct state financial participation;

(4) the committee shall submit a written report to the legislature 

IiCSSCR 102 -2-





Introduced: 4/20/78
Referred: Resources and

Finance

IN THE SENATE
BY THE RULES COMMITTEE BY 
REQUEST OF THE GOVERNOR

SENATE CONCURRENT RESOLUTION NO. 102 am

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISIATURE - SECOND SESSION

Relating to a direct investment 

by the state in the Alaska natural 

gas pipeline project.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, Northwest Alaskan Pipeline Company has been selected by the 

President and the Congress of the United States to construct a pipeline to 

transport Alaskan natural gas frcm Prudhoe Bay to markets in the lower 48 

states; and

WHEREAS, the cost of the project is estimated to be 10.5 billion 

dollars, 3.7 billion dollars of which will be used to construct over 700 

miles of pipeline in Alaska; and

WHEREAS, timely completion of the Alaska Highway Natural Gas project 

to transport North Slope natural gas is a matter of vital concern to the 

nation's energy future; and

WHEREAS, construction of the project may produce important social and 

economic benefits for the people of Alaska, including approximately 20,000

new jobs, increased state and local tax revenue, enhanced availability of 

natural gas for Alaskan communities, and stimulus and expansion of private 

enterprise, including greater potential for development of in-state manu­

facturing, refining, and processing facilities; and

V7HEREAS, Northwest Alaskan Pipeline Company has advised the state that 

it would be of substantial assistance to the company in constructing the 

gas line if the state were to provide financial aid, both through the means 

of creating an authority with the power to issue tax-free bonds for invest­

ment in the pipeline and through the means of direct investment in the

- 1 - SCR 102 am



pipeline; and

WHEREAS, Northwest Alaskan Pipeline Company has asserted that a direct 

investment in the pipeline would be beneficial to Alaska, not only because

it would hasten the construction of the pipeline, but because it would

create a substantial return to Alaskans on the dollars invested; and

WHEREAS, unlike the creation of an authority to issue tax-free bonds, 

a direct investment would be a direct commitment of taxpayers' funds to the 

project and should only be undertaken after the legislature and the admini­

stration have had an opportunity to completely review all the economic data

pertaining to the pipeline, as well as the final financial plan for construc­

tion of the pipeline; and

WHEREAS, decision by the state not later than the first quarter of 

1979 to participate in the direct financing of the project w J1 materially 

assist the project, and thereby realize the potential benefits of the 

project for Alaskans;

BE IT RESOLVED by the Alaska State Legislature that

(1) under provisions of AS 2A.05.180 and Rule 21, Uniform Rules 

of the Alaska State Legislature, the presiding officer of each house shall 

appoint three members from each house of the legislature to a joint interim 

committee on gas pipeline financing, established to review and consider

a possible direct investment by the State of Alaska in the pipeline project;

(2) the governor, in consultation with the committee, is respect­

fully requested to determine if direct state financial participation in the

project appears to be in the best interest of the state;

(3) if it is determined that such participation is desirable, 

the governor, again in consultation with the committee, is respectfully 

requested to prepare and propose to the legislature, legislation to authorize 

direct state financial participation.

SCR 102 am - 2 -
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In order to establish the appropriate pupil 
base for determination of the amount of categorical 
aid to be allocated to the three districts during 
this study, the Commissioner should identify 
three districts that have been audited by the 
Legislative Audit Division during the period of 
June 30, 1977, and June 30, 1978.

Senate Finance Committee
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T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T E N T H  L E G I S L A T U R E

F IS C A L  N O T E

I . R EQ U ES T
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400 COMMODIT IES
500 E O U I P M E N T
600 L A N D  &  S T R U C T U R E S
700 GRANTS. CLAIMS. ETC.

T O T A L 70.0 110.0 -0- -0-

F U N D IN G  (Thousands  o f  Dol la rs)
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O T H E R  (Spec i fy )
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A t h o r o u g h  a n d  c r e d i b l e  e v a l u a t i o n  will be n e c e s s a r y  to 
i nsure that the p ilot in flexible a p p l i c a t i o n  of r e s o u r c e s  
p r o v i d e s  o b j e c t i v e  e v i de nce as to the e f f e c t s  of th is 
approach. T h e  p o t e n t i a l  import ance of the p i l o t  e x p e r i e n c e  
s h o u l d  n o t  be u n d e r e s t i m a t e d  in that it could e ffe ct 
A l a s k a ' s  s y s t e m  of school finance, d i s t r i c t - s t a t e  relations, 
local p o l i c i e s  and politics, e d u c a t i o n a l  p r o g r a m  design, 
and s e r v i c e s  to children.

G i v e n  the above, the foJlo w i n g  c o n s t i t u t e s  the be st e s t imate  
of the D e p a r t m e n t  of E d u c a t i o n  in terms of the f i n a n c i a l  
s u p port n e c e s s a r y  to c o n duct the evaluation. All funds 
e x p e n d e d  w o u l d  be c o n t r a c t u a l  (300) and they w o u l d  b e  a w arded 
on the b a s i s  of c o m p e t i t i v e  bidding; e x c e p t  for the audit 
of the e v a luation. This c o n tract w o u l d  be e s t a b l i s h e d  on 
the b a s i s  of a d i r e c t  D e p a r t m e n t  of E d u c a t i o n  s e l e c t i o n  of 
an auditor.

COSTS

FY- 79

1 . O v e r a l l  e v a l u a t i o n  design $.1.0,000

2. I m p l e m e n t e d  E v a l u a t i o n 30,000

3. D e s i g n  of u n i f o r m  system 
of p u p i l  a c c o u n t i n g  and
e v a l u a t i o n  data base 25,000

4. A u d i t o r 5, 000
s>7 0 ,0 0 0

FY- 80

1. I m p l e m e n t e d  E v a l u a t i o n $40,000

2. S t a t e w i d e  e x t e n s i o n  of
p u p i l  a c c o u n t i n g  system 50,000

3 . S c h o o l  f i n a n c e  impac t study
and r e p o r t 15,000

4 . A u d i t 5, 000 
Ill), 00 0
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Relating to the establishment of 
a pilot program of financial 
support of public schools in A3 uska

WHEREAS state aid to school district programs in special education, 
vocational education, correspondence, bilingual education and community schools 
is categorical; and

WHEREAS categorical aid requires extensive local administrative emphasis 
upon fund accounting; and

WHEREAS the local concerns and efforts of personnel should be directed 
toward actual student services; and

WHEREAS the categorical funding mechanisms may interfere with the allocation 
of resources at the local level on a need basis; and

WHEREAS programs funded on a categorical basis may not require all of the 
resources allocated to provide the necessary services; and

WHEREAS the funds ir. excess of those required for the appropriate level of
service could be better utilized in areas of locally identified need; and

WHEREAS categorical aid often requires duplication of both administrative 
and instructional services; and

WHEREAS another method of public school financial support might make beltei 
use of existing resources;

THEREFORE, BE IT RESOLVED that the Department of Education be permitted 
to conduct an experiment with Lhree school districts for a period of three 
years beginning July 1, 1978. This experiment will be designed to investigate 
the efficiency of state aid to these districts using a fiexible funding mechanism 
which shall not exceed what the districts would otherwise receive from all forms 
of state aid for education under Title 14 of the Alaska Statutes; however, there
will be no decrease in the level of educational services required for any
student who is a participant in this experiment. This experiment will also 
develop a method of quantitative assessment of the relationship between funding 
and student services. The department shall submit to the Second Session of 
the Eleventh Legislature an interim evaluation of the success and effectiveness 
of the experiment, and a final report with recommendations to the First Session 
of the Twelfth Legislature.

SENATE CONCURRENT RESOLUTION

: s ; t s E 7 s c - y r . r r v " - i - L e . ’Ziizz



Introduced: 4/27/78
Referred: Finance

BY THE HEALTH, EDUCATION AND 
IN THE SENATE SOCIAL SERVICES COMMITTEE

SENATE CONCURRENT RESOLUTION NO. 105 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - SECOND SESSION

Relating to the establishment of a pilot 

program of financial support of public 

schools in Alaska.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS state aid to school district programs in special education, 

vocational education, correspondence, bilingual education and community 

schools is categorical; and

WHEREAS categorical aid requires extensive local administrative emphasis 

upon fund accounting; and

WHEREAS the local concerns and efforts of personnel should be directed 

toward actual student services; and

WHEREAS the categorical funding mechanisms may interfere with the allo­

cation of resources at the local level on a need basis; and

WHEREAS programs funded on a categorical basis may not require all of 

the resources allocated to provide the necessary services; and

WHEREAS the funds in excess of those required for the appropriate level 

of service could be better utilized in areas of locally identified need; and 

WHEREAS categorical aid often requires duplication of both administra­

tive and instructional services; and

WHEREAS another method of public school financial support might make 

better use of existing resources;

BE IT RESOLVED by the Alaska State Legislature that the Governor is 

respectfully requested to permit the Department of Education to conduct an 

experiment with three school districts for a period of three years beginning 

July 1, 1978; this experiment will be designed to (1) investigate the effi-
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ciency of state aid to these districts using a flexible funding mechanism 

which shall equal what the districts would otherwise receive from all forms 

of state aid for education under Title 14 of the Alaska Statutes; however, 

there will be no decrease in the level of educational services required for 

any student who is a participant in this experiment; and (2) develop a method 

of quantitative assessment of the relationship between funding and student 

services; and be it

FURTHER RESOLVED that the Department of Education shall submit to the 

Second Session of the Eleventh Legislature an interim evaluation of the 

success and effectiveness of the experiment, and a final report with recom­

mendations to the First Session of the Twelfth Legislature.

SCR 305 - 2 - #



TUI* L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T E N T H  L E G I S L A T U R E

FISCAL N O T E

REQ U EST  _s
Bi l l/R o s o l i i t i o n  N o .  Q ( L  K s / C - .

'T i t le_________ “ ________________ J____’
Reques ted by______________________________ Date

I I .  F I SC A L  D E T A IL  
Agency  A f f e c te d  _
Program Category A f f ec ted_______
Budget  Reques t  Uni t(s) Affected_

E X P E N D IT U R E S  (Thousands o f  Dol lars)

FY  77 FY  78 FY  79 FY  80 FY  81 FY  82
100 PERSON AL  SER V IC ES -TO-t O
200 T R A V E L
300 C O N TR A C T U A L '. i\3  _ Y3
400 COM M O D IT IE S i

500 EO U IPM EN T
600 LAND  & STRUCTURES
700 G RA NTS .  CLA IMS .  ETC.

TO TA L

FU N D IN G  (Thousands o f  Dol lars)

■1.6,0 l / O - M -----

G E N E R A L  FU N D 70-0 //O.0 *
F E D E R A L  FUNDS
OTH ER  (Snec i fv)

POS IT IONS 

F U L L  T IM E -0-
P AR T  'TIME -0-
T E M P O R A R Y -0- /c . .

I I I .  A N A LY S IS  (Sec Fi scal  No te Preparat ion In s t ruc t ions ,  Sect ion I I I )  

See  a t t a c h e d  e x p l a n a t i o n .

IV.  DATE  4/21/78
( D caJT

Original : Legislat i ve F inance 
cc: Budget and Management

Prime Sponsor (Fi rst Legis lator  Named)

PREPA RED  BY Mat C o l e » Dep u t y  C om m i s s i o n e r  
AGENCY D ep a r tm en t  o f  E d u c a t i o n  
P H O N E ___ 465-2800
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budget  for Kotzebue et al Kcr.oluLion

A thorough owl c r e d i b l e  c v a l u o t i o n  will no n c c c s g n r y  to 
insure that Lin.- p i l o t  in flexible a p p l i c a t i o n  of r e s o u r c e s  
p r o v i d e s  o b j e c t i v e  e v i d e n c e  as Lo the effects of this 
approach. The p o t e n t i a l  i m p o r t a n c e  of the pilot e x p e r i e n c e  
should not be u n d e r e s t i m a t e d  in that it could effect 
A l a s k a ' s  s y stem of school finance, d i s t r i c t - s t a t e  relations, 
local p o l i c i e s  ami politics, e d u c a t i o n a l  prog ram design, 
and s e r v i c e s  to children.

G i v e n  the above, the f ollowing cons ti t u t e s  the best estimate 
of the D e p a r t m e n t  of E d u c a t i o n  in terms of the fina ncial 
support n e c e s s a r y  Lo conduct, the evaluation. All funds 
ex p en ded would be contractual (300) and they w o u l d  be awarded 
on the b a s i s  of c o m p e t i t i v e  bidding; e x c e p t  for the au dit 
of the evaluation. T h i s  contr act would be e s t a b l i s h e d  on 
the basis oL" a d i r e c t  D e p a r t m e n t  of E d u c a t i o n  s e l e cti on of 
an auditor.

COSTS

FY-7D

Ov erall e v a l u a t i o n  design 
Im plcmented  Evalua t i o n  
D e s i g n  of u n iform  system 
o f p u p .i. 1. a o c () u n t ,i n g a n d 
evaIuati.on daLa base 
A u d i t o r

$.1.0,000
30,000

20,000
0,000

$70,000

FY-80

1
•y

Implomo n tel l '.va Inn Lion 
S t a t e w i d e  e x t e n s i o n  of 
pup.il a c c o u n t  ing system 
School finance impact study 
and report 
Audi t

$ 1 0 , 0 0 0

0 0 , 0 0 0

3 0 ^00 
0 , 000

$ 1.10,000


