FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 2

2003 LEGISLATIVE SESSION Bill Version: CSHB 16(0&G)
(H) Publish Date: 2/28/03

Revision Date/Time (Note if correction): Dept. Affected: Natural Resources

Title Stranded Gas Development Act Amend. BRU Oil and Gas Development
Component Oil and Gas Development

Sponsor Fate

Requester House Oil and Gas Component No. 439

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services

Travel 10.0 10.0

Contractual 289.0 289.0

Supplies 1.0 1.0

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 300.0 300.0 0.0 0.0 0.0 0.0

[CAPITAL EXPENDITURES [ [ [ [ I I I

[CHANGE IN REVENUES ( ) | [ [ [ I I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match

1004 GF 300.0 300.0
1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)

TOTAL 300.0 300.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2003) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: |:|
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill would authorize the executive branch to negotiate a contract with sponsors of proposed projects
to develop stranded gas in Alaska. The payments required by the contract would replace some or all of
the state royalties and taxes and municipal taxes that would otherwise pertain to major economic activity
engendered by the project.

Given the extended time frame to develop and market the large volumes of stranded gas, revenue
impacts expected as a result of the bill are outside the time horizon of this fiscal note.

Under AS 43.82.220, the state is responsible for evaluating and negotiating contract terms relating to
royalties.

Prepared by: Mark D. Myers Phone 269-8800
Division Oil and Gas Date/Time 2/5/03 11:12 AM
Approved by:  Tom Irwin Date 2/5/2003
Agency Natural Resources
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FISCAL NOTE #2

STATE OF ALASKA BILL NO. CSHB 16(0&G)

2003 LEGISLATIVE SESSION

ANALYSIS CONTINUATION
Pursuant to these responsibilities, DNR is requesting a total of $600,000 over a two-year period.

The line item breakdown for the two years is as follows:

Contractual:

$550,000 is to fund contractual services and advice from experts in technical, fiscal, regulatory, contract
negotiation, legal, and financial areas. These technical, evaluative, and negotiation services would be
required to assist the state in substantive and complex contract development and negotiation, potentially
with multiple sponsors. The state does not have all of this expertise in-house. $75,000 of these costs will
be incurred in preparation for the application process regardless of whether there are applicants.

As per the proposed bill, contract applications are not time-limited. Expenditures for contractual services,
therefore, may be necessary any time. Furthermore, one North Slope producer has estimated that
contract development and negotiations will take two years. Since there is no way of knowing now
specifically when expenditures would be required, it may be beneficial to treat this $550,000 as a
continuing appropriation.

The proposed legislation allows reimbursement of the state by the applicant for the expenses of
independent contractors used to assist in the evaluation of an application. Consequently, some or all of
these expenditures may be recouped.

$28.0 is for miscellaneous contractual expenditures such as purchase of technical reports and conference
participation.

Other:
$20.0 to fund the travel for negotiations, and $2.0 for miscellaneous supplies.
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