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In  th e  in te r e s t  o f  im p r o v in g  e f f ic ie n c y  w i t h in  o u r  sta te  g o v e r n m e n t,  as w e ll  as b e tw e e n  

g o v e r n m e n t  a n d  in d u s tr y , I a m  tr a n s m itt in g  th is  b i l l  to  tr a n s fe r  o i l  a n d  gas r o y a lty  a u d it  

fu n c t io n s  f r o m  th e  D e p a r tm e n t o f  R e v e n u e  ( D O R )  to  th e  D e p a r tm e n t  o f  N a tu r a l R e s o u rc e s  

( D N R ) .  I t  m a k e s  sense to p u t th e  a u d it  d u tie s  in  th e  s a m e  d e p a rtm e n t th a t a d m in is te rs , 

e n fo r c e s , a n d  is  th e re fo re  m o s t k n o w le d g e a b le  w it h ,  th e  o i l  a n d  gas le a s in g  p ro g ra m .

I r o n ic a lly ,  th e  a u d it  fu n c tio n s  u sed  to  rest w it h  D N R ,  b u t  w e re  s w itc h e d  to  D O R  in  1 9 8 0  

b a se d  o n  a  le g is la t iv e  a u d it  rep ort. T h e  r e c o m m e n d a t io n  sta te d  c o st s a v in g s  w o u ld  be 

a c h ie v e d  b y  h a v in g  o n e  s t a f f  o f  a u d ito r s  r e v ie w  b o th  ta x  a n d  r o y a lt y  c o m p lia n c e  in fo r m a t io n .  

S in c e  1 9 8 0 , h o w e v e r ,  the  state has e n te re d  in to  r o y a lt y  s e ttle m e n ts  w it h  the m a jo r  N o r th  

S lo p e  p ro d u c e rs  a n d  has m a d e  c h a n g e s  to  its  ta x  r e g u la t io n s . A s  a re su lt, there  is n o  lo n g e r  

as m u c h  o v e r la p  b e tw e e n  r o y a lty  a n d  ta x  a u d its . In  a d d it io n ,  se p a ra tin g  D N R 's  d u ty  to  

a d m in is t e r  a n d  e n fo rc e  o il  a n d  gas c o n tra c ts , a g re e m e n ts , a n d  leases fr o m  the d e p a rtm e n t's  

a b i l i t y  to  c o n d u c t a u d its  le a d in g  to  p o s s ib le  e n fo r c e m e n t  a c tio n s , has re su lte d  in  

in e f f ic ie n c ie s  a n d  o th e r  p ro b le m s .

T h e  b i l l  s p e c if ic a lly  a u th o r iz e s  D N R  to  a u d it  re p o rts  a n d  c o sts  r e la tin g  to  e x p lo r a t io n  

in c e n t iv e  c re d its  a n d  o i l  a n d  gas lic e n s e s . I t  a ls o  g ra n ts  D N R  a u d it  p o w e rs  c o m m e n s u r a te  to  

th o s e  o f  D O R  c u rr e n tly , in c lu d in g  th e  r ig h t  to  s u b p o e n a  in fo r m a t io n  fo r  a u d it  p u rp o s e s. T h e  

t w o  d e p a r tm e n ts  w o u ld  be a llo w e d  to  e x c h a n g e  c o n f id e n t ia l  in fo r m a t io n  o b ta in e d  in  th e  

c o u rs e  o f  t h e ir  re sp e c tive  a u d its ; a b re a c h  o f  c o n f id e n t ia l i t y  b y  a n y  a g e n c y  e m p lo y e e  w o u ld  

be a f e lo n y  o ffe n s e .

T h is  b i l l  ta k e s  a s e n s ib le  step in  h o w  the sta te  d o e s  b u s in e s s  w it h  the o il  and g as in d u s tr y .

S in c e r e ly

Tor
G o v e r n o r



Revision Date/Time (Note if correction) March 3,2000 - 3 p.m. Dept. Affected__________Revenue
Title Oil & Gas Audits_____________________________ BRU Revenue Operations
__________________________________________________________Component Tax Division_______
Sponsor House Rules_________________________________ ___________________
Requester House Resources____________________________ Component No. 115

Expenditures/Revenues_____________________________ (Thousands of Dollars)________

FISCAL NOTE
STATE OF ALASKA B ILL NO. HB 58
2000 LEGISLATIVE SESSION

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

(230.9) (230.9) (230.9) (230.9) (230.9) (230.9)
(2.5) (2.5) (2.5) (2.5) (2.5) (2.5)

TOTAL OPERATING (233.4) (233.4) (233.4) (233.4) (233.4) (233.4)

CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
10 03  G F  Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Permanent Fund receipts) (233.4) (233.4) (233.4) (233.4) (233.4) (233.4)

TOTAL (233.4) (233.4) (233.4) (233.4) (233.4) (233.4)

Estimate o f any current year (FY2000) cost: 
POSITIONS
Full-time -3 -3 -3 -3 -3 -3
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill transfers from DOR to DNR the responsibilities and authority for auditing reports and payments 
relating to revenue under oil and gas contracts, agreements and leases. This function is performed by 
three DOR positions that would be transfered from DOR to DNR.

The DOR positions had been funded with General Fund money but the Legislature in 1999 changed the 
funding source starting with the FY 2000 budget to Permanent Fund Receipts.

Prepared by: Dan Dickinson. Director________________________    Phone 269-1033
Division Date/Time March 3.2000

Approved by: Commissioner Wilson Condon f  7 -^ jL i ~7   Date 03/03/2000
Agency

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information, call the Governor's Legislative Office
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2000 LEGISLATIVE SESSION
Revision Date; 03-Mar-00________________________________
Title: An Act relating to certain audits regarding oil
and gas royalty and net profits and to audits regarding costs...
Sponsor: Rules Committee__________________________
Requestor:

STATE OF ALASKA
F I S C A L  N O T E

BILL NO. HB58

Dept Affected: Natural Resources 
BRU: Oil & Gas Development
Component: Oil & Gas Development

(H)RES

Expenditures/Revenues

C om ponent Serial No. 

(Thousands of Dollars)

#439

OPERATING EXPENDITURES FY2001 FY2002 FY2003 FY2004 FY2005 FY2006
PERSONAL SERVICES 230.9 230.9 230.9 230.9 230.9 230.9
TRAVEL 2.5 2.5 "" ' 2.5 2.5 2.5 2.5
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 233.4 233.4 233.4 233.4 233.4 233.4

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (fund coda) 0.0 0.0 o.o| o.oj 0.0| 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1105 Perm Fund Receipts 233.4 233.4 233.4 233.4 233.4 233.4
TOTAL 233.4 233.4 233.4 233.4 233.4 233.4

Estim ate of any cu rren t year (FY00) cost: S none

POSITIONS
FULL-TIME 3 3 3 3 3 3
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (A ttach  a  s e p a ra te  p a g e  i f  n e c e s s a ry )

T ransfer from the D epartm ent of R evenue funds for two R evenue Auditor positions and o n e  clerical position. The 
R evenue Auditor positions being transferred  are filled and perform royalty audits. The d epartm en ts ag re e  that 
efficiencies will resu lt in the tim eliness of audits with the consolidation of this function in DNR. In the past, m any of the 
task s  required  to com plete  th ese  royalty audits w ere duplicative of task s  perform ed in DNR. This fiscal note sh ow s the 
transfer of the funds and  positions from Dept, of R evenue to the Dept, of Natural R esources.

Prepared by: Ken Boyd, Director
Division: Oil & Gas  ̂ ^
Approved by Commissioner:

John Shivel
Agency:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
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