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D a t e : U J- 7

Mr. President:

The C o m m itte e on RESOURCES has had
s u p plement al appropriation  to Dept, or Natural Resources for repurchase of 
c e rta in oil & r,as leases in K a c c h e m a k  Bay

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 ba ck as follows)

( ) r ec ommends it do pass ( ) recommends it do not pass

( ) recommends it do pass w i t h  att ac h e d  amendment(s)

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

and

( ) A N D  attaches a L e tter of Intent

i  hi /•■ i.- • .• i

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

( ) n e w  title ( ) same title

( ) New Fiscal Note

( ) and recommends it be refer red to the Committee
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T h e  Ho n o r a b l e  H u g h  M a l o n e  
S p e a k e r  o f  the H o u s e  
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. Speaker:

U n d e r  the a u t h o r i t y  of art. Ill, sec. 18 o f  the A l a s k a  
Constitution, 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 
t he 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 bill a p p r o p r i a t i n g  $7,552,198 .21 to the 
D e p a r t m e n t  of N a t u r a l  Resources, to i m p l e m e n t  ch. 113 SLA 
1976 (Kachemak Bay). It is s i m i l a r  to the a p p r o p r i a t i o n  
m a d e  in ch. 91 SLA 1977.

T h e  p u r p o s e  o f  the a p p r o p r i a t i o n  is to fulf ill 
o bliga t i o n s  of the S t a t e  o f  A l a s k a  u n d e r  c o n t r a c t s  w i t h  
Shell Oil Company, S i m a s k o  P r o d u c t i o n  Company, a n d  Texa s 
Intern ational P e t r o l e u m  C o r p o r a t i o n  to r e p u r c h a s e  all of 
t h e i r  leases in K a c h e m a k  Bay. P u r s u a n t  to ch. 113 SLA 
1976, the a d m i n d s t r a t i o n  i n i t i a t e d  n e g o t i a t i o n s  w i t h  
t hese companies and c o n c l u d e d  agreements w i t h  t h e m  in 
June of 1977. Copies o f  the con tracts are a t t a c h e d  a long 
w i t h  a b r e a k d o w n  o f  the p u r c h a s e  prices s h o w i n g  amounts 
for bonuses, rent, etc. It shoul d be n o t e d  t h a t  the 
b a l a n c e  owed u n d e r  the Shell c o n t r a c t  is s u b j e c t  to 
a d j u s t m e n t  upon t a b u l a t i o n  o f  r e c e n t  credits t a k e n  b y  
Shell p u r s u a n t  to the contract.

Ch. 113 SLA 1976 s p e c i f i c a l l y  a u t h o r i z e d  the c o m m i s s i o n e r  
o f  natural r e s o urce s to u s e  c r edits for future taxes and 
r o y a lties  of the l e s s e e s  as p a r t  of the p u r c h a s e  price. 
The Shell c o n t r a c t  takes advantage of r o u g h l y  $2.4 
m i l l i o n  in c r e d i t s  o v e r  the n e x t  two years. 
Additionally, the s tat e was able to c o n clude an a g r e e m e n t  
w i t h  U n i o n  Oil C o m p a n y  in the principal a m o u n t  of 
$150,423, w h i c h  will be e n t i r e l y  p a i d  b y  future credits, 
forec l o s i n g  e n t i r e l y  the n e e d  for an appropriation.



This bill, a l o n g  w i t h  the c r e d i t  p r o v i s i o n s  of the 
contracts, c o n c l u d e s  our m o n e t a r y  o b l i g a t i o n s  for all b u t  
two o f  the leases. Two i n e x p e n s i v e  leases along the 
s h o r e l i n e  o f  the B a y  w e r e  r e q u i r e d  to b e  m a d e  s u b j e c t  to 
a c o n d e m n a t i o n  action, since the state was u n a b l e  to 
r e a c h  w h a t  w e  c o n s i d e r e d  a fair a g r e e m e n t  o n  these 
leases. W e  do n o t  antici p a t e  the j u d g m e n t  awardi ng 
c o m p e n s a t i o n  to b e  a s i g n i f i c a n t  s u m  o f  money.

S i n c e r e l y

J ay S. H a m m o n d  
G o v e rnor



TH E  L E G IS L A T U R E  O F  TH E  ST A T E  O F A LA SK A  
TEN TH  L E G IS L A T U R E

I. REQUEST ~ Bill/Resolution No. Law Log if 1
FISCAL N O T E  

H O U S E  B I L L  NO. 588Title Appropriation for Kachemak Bav RpnnrrhaspgRequested bv Governor Date
I I . F IS C A L  D E T A IL

Agency A ffected  N a tu r a l  R e so u r c e sProgram Category Affected NRMECBudget Request Unit(s) Affected Management & Adm inistration (Commissioner's O ffic e !  
EXPENDITURES (Thousands of Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  8 1 F Y  82
100  P ER SO N A L  S E R V IC E S
200 T R A V E L
300 C O N TRAC TU AL 7 ,5 2 2 .2
400 COM M ODITIES
600 EQ U IPM ENT
600 LAN D  &  ST RU C TU RES
700 G R A N T S . C LA IM S . ETC.

T O T A L
7 ,5 5 2 .2

FU N D IN G  (Thousands o f  Dollars)

G E N E R A L  FU ND 7m552,2
F E D E R A L  FU N D S
OTHER (Specify)

POSIT IONS

F U L L  T IM E
PA RT  T IM E
T EM PO R A R Y

II I . A N A L Y S IS  (See Fiscal Note Preparation Instructions, Section III)

S h ellTexas In tern atio n alSIMASKO TOTAL
$ 7 ,5 0 0 ,0 0 0 .0 0  

7 , 9 3 R . 8 1
  4 4 , 259 . 4 0
$ 7 , 5 5 2 , 1 9 8 . 2 1

IV. DATE Doc 9 » 1977 .PREPARED BY Fred Boness
AGENCY Nn t ur al_Il£3.Qumes_

Original: Legislative Finance PHONE 465-2400----------------------
cc: Budget and Management

Prime Sponsor (First Legislator Named)
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