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Senate Resources Comm ittee May 4,2005

RE: HB 286

Two fiscal notes were issued for HB 286, but apparently the second note
did hot catch up on the House side.

One of the fiscal notes, from CCED. dated 4/28/05, wes included in the
packet that was distributed yesterday. It was a zero fiscal note.

The new fiscal note is dated 4/27/05 from DNR. It is azero fiscal note.

Both fiscal notes are attached.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Nu

mber 1

2005 LEGISLATIVE SESSION Bill Version: Ve vee
(H) PUb“Sh Date: 4/29/05
Revision D ate/Time (Note ifcorrection): . Dept. Affected Commerce
Title Value of Royalty on Gas Production ‘R D U Regulatory Com mission of Alaska
Comoponent Regulatory Comm ission ofAlaska
Sponsor Sam uels
Requester House Oil & Gas Component No 2417
Expenditures/Revenues (Thousands of Dollars)
Note Am ounts do not include inflation unless otherwise noted below
O PERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claim s
M iscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( %
FUND S 0O URCE (Thousands of Dollars)
1002 Federal Receipts
1003 G F M atch
1004 G F
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
Estim ate of any current year (FY2005) cost: 0o
M ark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:
PO SITIONS
Full-tim e
Part-tim e
Tem porary
ANALYSIS (Attach a separate page ifnecessary)
HB 286 contem plates changes to DNR's statute, AS 38, by directing the D NR Comm issioner to accept,
under certain circum stances, the ‘-ansfer price of the gas if established by transfer price order of the
Regulatory Com m ission of Alaska Such activity is within the scope ofthe R CA's normal operations,
consequently no fiscal im pact on the agency is anticipated
Prepared by. Kate Giard, Chairm an Phone (907) 263-2110
D ivision Regulatory Commission of Alaska Date/Time 4/28/05 12:15 PM

Edgar Blatchford, Commissioner

Approved by
Commerce, Community, and Economic Development

Agency

iReviseo 9/23/20CM OMB)

Date 4/28/2005

Page 1of 1
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STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note ifcorrection): Dept Affected
Title Value of Royalty on Gas Production RDU Resource
Component Oiland G
Sponsor Rep. Sam uels
House Oil and Gas Component No.

FISCAL NOTE

Fiscal Note Number:

Bill Version

() PublishD a te

Requester

(Thousands of

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009
Personal Sen/ices
Travel
Contractual
supplies
Equipment
Land & Structures
Grants & Claim s
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) " Indeterm inate
FUND SOURGCE (Thousands of Dollars)
1002 Federal Receipts
1003 G F Match
1004 G F
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do notabbreviate)

TOTAL 0.0 0.0 0.0 0
Estim ate of any current year (FY2005) cost: 0o
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget
POSITIONS
Prepared by Mark D Myers, Director Phone
Division Oiland Gas D atefiim
Approved by Tom Irwin, Com m issioner Date
Natural Resources

Agency

(Hevisnfl 9/33/200J OMOI

Dollars)

HB286-DNR-0&G-04-27-

Natural Resources

Development

Development

439

FY 2010 FY 2011
0.0 0.0
0.0 0.0

proposal:

269-8800

4/27/2005

4/27/2005

Page lof 2



FISCAL NOTE

STATE OF ALASKA BILL NO. HB286-DNR-Q&G-0'
2005 LEGISLATIVE SESSION

AN ALYSIS CONTINUATION

Ifthe Com m issioner approves the application, the state gives up the higher of value under the lease, relavmg to the average sales

prices received by other producers as noted above To obtain approval under AS 38 05 180(aa), the producer must present a

negotiated, third-party arm's length contract for the Com m issioner's consideration

HB 286 would change current law to allow a producer-lessee that transfers its gas to an affiliated utility to apply for A S

38 05 180(aa) treatment Under the bill, ifa producer-lessee has an internal transfer price for gas consum ed by its utility approved

for ratem aking purposes by the Regulatory Com m ission of Alaska, itcould apply to the departmentto have its transfer price used

to u.»rmine the royalty value Since

as its royalty value In the absence of HB 286, the departmentwould use the higher of value

there would be no negotiated, arm 's length third-party contract for the producer-lessee’'s internally consumed gas. the higher of

value would be the average of the other producers’ royalty values

‘Indeterminate The departmentis unable to determine whether enacting HB 286 would have a negative or positive fiscal impact

on the state If the transfer price were used for the royalty value, as the bill would perm it with department approval, the impact

would be negative if the transfer price was lower than the average of other producers' royalty values However, the fiscal impact

would be positive ifthe transfer price was higher than the average of other producers' royalty values

Page 2 of 2
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: i

2005 LEGISLATIVE SESSION Bill Version: HB 286
(H) Publish Date 4/29/05

Revision Date/Time (Note ifcorrection) Dept. Affected: Commerce

Title Value Of Royalty on Gas Production R DU Regulatory Com mission of Alaska (399)
Component Regulatory Com m ission ofAlaska

Sponsor Sam uois

Requester Housj Oil & Gas Component No. 2417

(Thousands of Dollars)

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 20009 FY 2010 FY 2011
Personal Services

Travel

Contractual

supplies

Equipm ent

Land & Structures

Grants & Claim s

Miscellaneous

TOTAL OPERATING 0.

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 1

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 6 F Match

1004 G F

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do notabbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0
Estim ate of any current year (FY2005) cost: )
M ark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:
POSITIONS
Full-tim e
Part-tim e
Temporary
ANALYSIS (Attach a separate oage ifI’lECGSSﬂI’Y)

HB 286 contemplates changes to DNR"'s statute, AS 38, by directing the D NR Com missioner to accept,

under certain circum stances, the transfer price of the gas if established by transfer price order of the

Regulatory Com m ission of Alaska Such activity is within the scope of the R CA's normal operations;

consequently, no fiscal im pact on the agency is anticipated.

Prepared by: Kate Giard, Chairm an Phone (907) 263-2110

D ivision Regulatory Com m ission of Alaska Date/Time 4/28/05 12:15 PM

Approved by:  Edgar Blatchford, Commissioner Date 4/28/2005
Agency Commerce, Community, and Economic Development

Page lof 1
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Senate Resources Comm ittee May 4,2005

RE: HB 286

Two fiscal notes were issued for HB 286, but apparently the second note
did not catch up on the House side.

One of the fiscal notes, from CCED, dated 4/28/05, was included in the
packet that was distributed yesterday. It was a zero fiscal note.

The new fiscal note 1s dated 4/27/05 from DNR. It s a zero fiscal note.

Both fiscal notes are attached.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1

2005 LEGISLATIVE SESSION Bill Version: e ae
(H) Publish Date:

‘R DU Regulatory Com m ission ofAlaska (399)

Component Regulatory Com mission of Alaska

Sponsor Sam uels

Reguester House Oil & Gas Component No. 2417

Am ounts do not include inflation unless otherwise noted below.

N ote:
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipm ent
Lm d & Structures
Grants & Claim s
Miscellaneous
0 0.0 0.0 0.0 0.0 0

TOTAL OPERATING 0

ICAPITAL EXPENDITURES?"

[CHANGE IN REVENUES ( )

FI'N D S 0O URCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 G F

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do notabbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0
Estim ate of any currentyear (FY2005) cost 0.0
M ark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:
POSITIONS
Full-tim e
Part-tim e
Tem porary
ANALYSIS (Attach a separate page ifnecessary)

Phone (907) 263-2110

Prepared by: Kate Giard, Chairm an

Regulatory Com m ission of Alaska Date/Tim e 4/28/05 12:15 P M

D ivision

Approved by:  Edgar Blatchford, Commissioner Date 4/28/2005
Agency Commerce, Community, and Economic Development

Page 1of 1

(Revised 9123/2004 OMB)



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2005 LEGISLATIVE SESSION Bill Version: HB286-DNR-0&G-04-27-

0 Publish Date:

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

Title Value of Royalty on Gas Production R DU Resource Development
Comoponent Oiland Gas Development

Requester House Oil and Gas Component No 439

Note Am ounts do not include inflation unless otherwise noted below

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 20009 FY 2010 FY 2011
Personal Services
Travel
Contractual
supplies
Equipment
Land & Structures
Grants & Claim s
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

~“H ANG < c IN REVENUES ( ) — Indeterm inate

FUND SOURTCE (Thousands of Dollars)

1002 Federal Receipts
1003 6 F Match

1004 G F

1005 GF/Pr -gram Receipts
1037 GF/Mental Health

Other (Specify Type-Do notabbreviate)

ToOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estim ate of any currentyear (FY2005) cost 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal [

POSITIONS
Full-tim e
Part-tim e

Temporary

»,_WF IS (A‘taih E;FEfE;t e {fnecessary I -

a O'g
drldos ote L

Phone 269-8800

Prepared by Mark D. Myers. Director
Division oiland Gas Date/Time 4/27'2005
Approved by: Tom Irwin, Com missioner Date 4/27/2005
Agency Natural Resources

Page 1of 2

(Rov.wW 9/23/2004 OMB)



STATE OF ALASKA
2005 LEGISLATIVE SESSION

FISCAL NOTE

BILL NO. HB286-DNR-0&G-0*

AN ALY SIS C ONTINUATION

Ifthe Com m issioner approves the application, the state gives up the higher of value under the lease, relating to the average sales
prices received by other producers as noted above To obtain approval under AS 38.05 180(a;,, the producer must present a
negotiated, third-party arm's length contract for the Com m issioner s consideration

HB 286 would change current law to allow a producer-lessee thattransfers its gas to an affiliated utility to apply for A S

38.05 180 (aa) treatment. Under the bill, ifa producer-lessee has an internal transfer price for gas consumed by its utility approved
for ratem aking purposes by the Regulatory Com m ission of Alaska, itcould apply to the departmentto have its transfer price used
as its royalty value. In the absence of HB 286, the department would use the higher of value to determ ine the royalty value. Since
there would be no negotiated, arm 's length third-party contract for the producer-lessee's internally consumed gas, the higher of
value would be the average of the other producers' royalty values

“e‘Indeterminate. The department is unable to determine whether enacting HB 286 would have a negative or positive fiscal impact
on the state Ifthe transfer price were used for the royafy value, as the billwould permit with department approval, the impact
would be negative ifthe transfer price was lower than the average of other producers' royalty values However, the fiscal impact
would be positive if the transfer price was higher than the average of other producers' royalty values

Page 2 of 2
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