FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1

2003 LEGISLATIVE SESSION Bill Version: CSHB 204(0&G)
(H) Publish Date: 3/31/03

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

Title Regulation of Natural Gas Pipelines BRU Resource Development
Component Oil and Gas Development

Sponsor Chenault

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

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPENDITURES [ [ [ [ I I I

[CHANGE IN REVENUES ( ) | ** [ =~ | = f§ = | = 1 = /]

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 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)

HB 204 would modify the Alaska Pipeline Act (AS 42.06.055-.640) to allow for contract carriage on all
natural gas pipelines over which the State has jurisdiction. At present, only a pipeline bringing North Slope
gas to outside markets can clearly offer contract carriage service. All other gas pipelines under the
Pipeline Act must provide service as common carriers.

** |t is difficult to predict the effects that this bill might have on revenues, because it is difficult to predict
the effects of contract carriage pipelines on gas exploration and development.

Continued on next page.
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(Revised 9/2002 OMB) Page1of 2



FISCAL NOTE #1

STATE OF ALASKA BILL NO. CSHB 204(0&G)

2003 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

For pipelines that are owned by non-affiliated pipeline companies, contract carriage could reduce
uncertainty of future throughput. This would reduce capital costs, which in turn could encourage

pipeline construction and facilitate gas exploration and development. However, for pipelines that are
owned by affiliated producers, contract carriage may not provide greater assurance of throughput; the
pipeline company may know the volumes that its affiliated producer wants to ship. Meanwhile, contract
carriage on a pipeline owned by an affiliated producer could potentially be used to impede pipeline access
for non-affiliated producers. This could hinder natural gas exploration and development and ultimately
result in a negative fiscal impact for the State.
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