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Date: ;1 (i /7,E
Mr. President:
The Committee on RESOURCES) has had CSH3j 647

making transfers between ElI ro appropriations tor analysis ct royalty oil

purchase proposals and for operating expenditures of the Steering Council for
Alaska Lands

under consideration and (a majority of the committee) (the committee

reports it back as follows)

() recommends it do pass ( ) recommends it do not pass
() recommends it do pass with attached amendment(s)
() recommends it be replaced with CS for

and () new title () same title

AND attaches a Letter of Intent ( ) New Fiscal Note

)
(X) reports it back without recommendation
(

) and recommends it be referred to the Committee
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January 17, 1978

The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 111, sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b) and
the Uniform Rules of the Alaska State Legislature, 1 am
transmitting a bill making appropriation adjustments for
the Department of Revenue.

This measure will permit the use of $109,000 originally
appropriated for state-facilitated gas pipeline
financing, which is no longer needed for that purpose, to
conduct 1in-depth investigations of the bids for state
royalty oil.

Fiscal information is enclosed.
Sincerely,
1
S'[~ISH

Jay S. Hammond
Governor



from:

Ron Lind, Director
Division of Budget & Management

Office of the Governor
DATE

Norene Hirsh SUBECT:  Fy 78 supplemental Request

Finance Officer for Treasury Management
Department of Revenue

Attached please find our memo and FY 78 Supplemental Request.

Please note we are lasping $109,000 to investigate financing for the
All - Alaska Gas Pipeline (item one on fiscal note CS HCR 27) and
requesting a supplemental appropriation of $109,000 for the Financial
Analysis of the Proposals to purchase the State®s Royalty O0il.

The Supplemental Request is to remain under Treasury Management®s
administration.

Attachments



Ron Lind, Director
Division of Budget and Management
Office of the Governor

DATE 'December 2, 1977

FROM: subject: supplemental Appropriation to Pay
Deputy Commissioner for Financial Analysis of the
Department of Revenue Proposals to Purchase the State %

Royalty 0Oil

The Alaska Royalty Oil and Gas Development Boaro requested the Department
of Revenue by resolution to perform the above evaluation. It further requested
that the Department hire an independent financial consultant to assist in the
above analysis. The Department submitted a request for proposals to the
following firms:

White Weld, Inc.

Kidder Peabody and Co.

Dillon, Read and Company, Inc.

Smith Barney, Harris Upham & Co., |Inc.

B~ w DN

The Department of Revenue elected to hire the firm of Smith Barney, Harris
Upham & Co.;, Inc. to perform the financial analysis. The cost of the contract
is not to exceed $100,000 plus expenses.

The 1977 legislature passed Committee Substitute for House Concurrent
Resolution #27 directing the Department of Revenue to investigate financing

an all-Alaska gas pipeline. The dollars appropriated for this investigation
amounted to $59,000 in FY 1977 and $.109,000 in FY 1978. The contract was let to
Smith Barney, Harris Upham & Co., Inc. to perform the gas pipeline investigation.

The El Paso Gas Pipeline withdrew its application to construct an all-Alaska
ga*" pipeline in September, 1977 and the Department of Revenue subsequently
cancelled the contract with Smith Barney immediately upon learning of El Paso's
application withdrawal.

The final billing for the gas pipeline investigation is in an amount of
$50,000. It is expected that the $30,000 will be paid out of the FY 77 special
appropriation under HCR #27.

The payment for the financial analysis of: the proposals to purchase Alaska“s
royalty oil is expected to come from a supplemental appropriation utilizing the
FY 78 residual dollar amount of $109,000 for investigating the financing of an
all-Alaska gas pipeline. It is mandatory that the State fully analyze the
ability of the firms proposing to purchase Alaska®s royalty oil to implement
their proposals.



Ron Lind -2- December 2, 1977

The desirability of using a supplemental appropriation of $109,000 for
the financial analysis of royalty oil sales rather than investigating the
all-Alaska gas pipeline (which is now a moot question) 1is obvious. Should
the State, for all intents and purposes, make a disposition which ultimately
costs the State millions of royalty revenue dollars it will be most
unfortunate. The kind of financial analysis contemplated will assist the
State in making the most "correct" decision.

Your assistance in helping to approve a supplemental appropriation will
be greatly appreciated.

JE: ge
cc: Sterling Gallagher, Commissioner
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