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SEE,-\TE FINANCE COMMITTEE REFURT

DATE: 3/10/10

Finance Committee considered

SENATE BILL NO. 208

FURTHER:

IN TO OFFICE:

SB 208 DNR STUDY ON NATURAL GAS

DATE TURNED

f=7~i0

"An Act requiring the Department of Natural Resources to evaluate current incentives and recommend
additional incentives that would increase gas exploration, development, and production in the Cook Inlet
sedimentary basin; and requiring the Department of Natural Resources to evaluate the means by which the
department may explore for, purchase and sell natural gas from newly proved gas reserves in the Cook Inlet

sedimentary basin."
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¢ FISCALNOTE (¢

STATE OF ALASKA Fisca! Note Number: Z

2010 LEGISLATIVE SESSION Bill Version: CSSB 208 (RES)

{) Publish Date: ¥irlio

identifier (file name): Dept. Affected: Natural Resources

Title Cook Inlet Gas Exploratoin Incentives RDU Resource Development
Component Qil and Gas Development

Sponsor Sen. Wielechowski

Requester Senate Finance Committee Component Number 439

Expenditures/Revenues (Thousands of Dollars)

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

Appropriation

Required Infarmation

OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016

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 0.0

[CAPITAL EXPENDITURES T [ T 1 [ I ]

[CHANGE IN REVENUES { | | | | [ | [

FUND SOURCE {Thousands of Doilars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other Interagency Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2010) cost:
POSITIONS

Fuil-time

Part-time

Temporary

ANALYSIS:

(Attach a separate page if necassary)

Funding for this report is included in the FY11 capital budget.

Prepared by:

Approved by:

Darwin Peterson

Phone 465-3873/465-4453

Senate Finance Committee Staff

Date/Time

Senate Finance Committee

Date 4/6/2010

Co-Chair Bert Stedman/Co-Chair Lyman Hoffman

{Reviset 11/6/2005 CMB)
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 2 .
2010 LEGISLATIVE SESSION Bill Version: AcSB 2080 LES)
() Publish Date: IR
L] ]
Identifier (file name): CSSB208(RES)-REV-TAX-04-05-10 Dept. Affected: Revenue
Title DNR Study on Natural Gas RDU Taxation and Treasury
Component Tax Division

Sponsor Senator Wielechowski '

Requester Senate Finance Committee Component Number 2476
Expenditures/Revenues (Thousands of Dollars)

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

Appropriation
Required Information

OPERATING EXPENDITURES FY 2011 FY 201t | FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellanecus

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0
|CAPITAL EXPENDITURES | i | ! | [ i
ICHANGE IN REVENUES { ) | | | i ] ] |
*** See Analysis Section for Additional Information ***

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 0.0 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts

1037 GFiMental Health
Other Interagency Receipts

TOTAL i 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2010) cost: 0.0
POSITIONS
Full-time 0.0 0.00 0 0 0 0 g
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

5B 208 requires the Department of Natural Resources and Department of Revenue to complete a report by November 1, 2010 for the
legislature dealing with potential measures to encourage the investment needed to bring on undeveloped and unproven gas resources
in the Cook Inlet.

$200,000 is included in the Natural Resources fiscal note for SB208 to cover the costs of an outside consultant and legal advice. Both
departments will supplement this amount with exisiting resources, and will work together to complete the study by November 1,
2010. Becuase of the short timeline, the departments will evaluate whether an existing contract with an outside consultant can be
modified to include this work.

Prepared by: lan Laing, Project Manager Phone 907-392-9449
Division Tax Division Date/Time 4/5/10; 5:05 pm
Approved by:  Ginger Blaisdell, Director Date 04-05-10; 5:43pm

Administrative Services Division

L |
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¢ SE’(n.ATE FINANCE COMMITTEE REFURT
DATE: 3/10/10 FURTHER:
DATE TURNED
IN TO OFFICE: _ 4—=7~/2
Finance Committee considered SENATE BILL NO. 208

SB 208 DNR STUDY ON NATURAL GAS

"An Act requiring the Department of Natural Resources to evaluate current incentives and recommend
additional incentives that would increase gas exploration, development, and production in the Cook Inlet
sedimentary basin; and requiring the Department of Natural Resources to evaluate the means by which the
department may explore for, purchase and sell natural gas from newly proved gas reserves in the Cook Inlet
sedimentary basin."

and recommends:
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STATE OF ALASKA
2010 LEGISLATIVE SESSION

Identifier (file name):

.
FISCAL NOTE

Title

Cook Inlet Gas Exploratoin Incentives

Sponsor
Requester

Sen. Wielechowski

Senate Finance Committee

Expenditures/Revenues

Fiscal Note Number:

8ill Version: CSSB 208 (RES)

() Publish Date:

Dept. Affected: Natural Resources

RDU Resource Development

Component Qil and Gas Development

Component Number 439

{Thousands of Dollars)

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

OPERATING EXPENDITURES

Appropriation
Required

Information

FY 2011

FY 2011

FY 2012

FY 2013 | FY 2014 | FY 2015 | FY 2016

Travel
Contractual
Supplies
Equipment

Miscellaneous

Personal Services

Land & Structures
Grants & Claims

TOTAL OPERATING

0.0

0.0

0.0

[CAPITAL EXPENDITURES | |

[ | i |

[CHANGE IN REVENUES { ) | |

I

I [ |

FUND SOURCE

(Thousands of Dotlars)

1004 GF

1002 Federal Receipts
1003 GF Match

1005 GF/Program Receipts
1037 GF/Mental Health

Other Interagency Receipts

TOTAL 0.0

0.0

0.0

0.0 0.0 0.0 0.0

Estimate of any current year (FY2010) cost:

POSITIONS

Full-time
Part-time
Temporary

ANALYSIS:

{Attach a separate page if necessary)

Funding for this report is included in the FY11 capital budget.

Prepared by:

Darwin Peterson

Phone 465-3873/465-4453

Senate Finance Committee Staff

Date/Time

Date 4/6/2010

Approved by:  Senate Finance Committee
Co-Chair Bert Stedman/Co-Chair Lyman Hoffman
(Revised 11/6/2009 OMB)

Page 1 of 1




FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2010 LEGISLATIVE SESSION Bill Version; 5B 208
(} Publish DBate:
Identifier (file name): CSSB208(RES)-REV-TAX-04-05-10 Dept. Affected: Revenue
Title DNR Study on Natural Gas RDU Taxation and Treasury
Component Tax Division
Sponsor Senator Wielechowski )
Requester Senate Finance Committee Component Number 2476
Expenditures/Revenues {Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2011 FY 2011 | FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services
Trave!
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellanequs
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPENDITURES | | ] ] | ]
[CHANGE IN REVENUES ( ) | | ] | I |

++* See Analysis Section for Additional Information ***
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 0.0 0.0 0.0 0.0 0.0 0.0 0.0

1005 GF/Program Receipts

1037 GF/Mental Heaith

Other Interagency Receipts

TOTAL - 00| 00 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2010) cost: 0.0
POSITIONS
Full-time 0.0 0.00 0 0 0 0 0
Part-time
Temporary

ANALYSIS: (Attach a separale page if necessary}

SB 208 requires the Department of Natural Resources and Department of Revenue to complete a report by November 1, 2010 for the
legislature dealing with potential measures to encourage the investment needed to bring on undeveloped and unproven gas resources
in the Cook tnlet.

$200,000 is included in the Naturai Resources fiscai note for SB208 to cover the costs of an outside consultant and legal advice. Both
departments will supplement this amount with exisiting resources, and will work together to complete the study by November 1,
2010. Becuase of the short timeline, the departments will evaluate whether an existing contract with an outside consultant can be
modified to include this work.

Prepared by:  lan Laing, Project Manager Phone 907-392-9449
Division Tax Division Date/Time 4/5/10; 5:05 pm
Approved by:  Ginger Blaisdell, Director Date 04-G5-10; 5:43pm

Administrative Services Division
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2010 LEGISLATIVE SESSION

STATE OF ALASKA

ud

FISCAL NOTE

Identifier (file name): SB 208-DNR-0&G-02-04-10

Fiscal Note Nu
Bill Version:

mber:

(S} Publish Date:

Dept. Affected:

1

CSSB 208(RES)

3/10/10

Natural Resources

RDU

Resource Development

Component Qil and Gas Development

Title Cook Inlet Gas Exploration Incentives
Sponsor Sen, Wielechowski
Requester Senate Resources

Expenditures/Revenues

{Thousands of Dollars)

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

/
Component Numty 439

Appropriation
Required

Anation

OPERATING EXPENDITURES

FY 2011

FY 2011

FY 2012

FY 2014

FY 2015

FY 2016

Personal Services
Travel

Contractual
Supplies
Equipment

Land & Structures
Grants & Claims ~
Miscellaneous

EX 2013
7

yd

200.0

z

i

/

TOTAL OPERATING

200.0

0.0 0.0

0.0

0.0

0.0

|CAPITAL EXPENDITURES

/1

I I

L d

|CHANGE IN REVENUES {

rd
pa

—

[

FUND SOURCE

{Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receigts

200.0

TOTAL

200.0

0.0 0.0

0.0

0.0

0.0

0.0

Estimate of any current year (FY2010) cost:

POSITIONS

Full-time
Part-time
Temporary

ANALYSIS:

resources in the Cook Inlet.

(Attach a separale page if necessary}

SB 208 requires the Department of Natural resources to complete a report by November 1, 2010 for the legislature
dealing with potential measures to encourage the investment needed to bring on undeveloped and unproven gas

itis estimated that $200,000 will be required for an outside consultant and legal advice. If the study must be completed
by November 1, 2010, DNR will evaluate whether an existing contract with an outside consultant can be modified to
include this work. It will be a challenge to complete a thoughtful and comprehensive study in such a short pericd of time.

Prepared by:  Kevin Banks
Division Director
Approved by:  Tom Irwin

Natural Resources

(Ravised 11/6/2009 OMB}

Phone 268-8800
DatefTime 2/4/10 5:00 PM

Date 2/5/2010

Page 1 of 1




ALASKA STATE LEGISLATURE

Session
State Capitel, Rm, 115
Juneau, AK 99801
(907) 465-2435
Fax: (907) 465-6615

Co-chair
Senate Resources Commiitee
Joint Armed Services Committee

Vice-chair, Judiciary Committee
Interim
716 W. 4" Ave, Ste. 540
Anchorage, AK 99501
{907) 269-0120
Fax: (907) 269-0122

Member, Energy Committee
Member, World Trade and
Technology

Senator_Bill Wielechowski@legis state.ak.us

4751

SENATOR BILL WIELECHOWSKI

Sponsor Statement
CS for SB 208: Cook Inlet Energy Incentives Act

SB 208 tasks the Departments of Natural Resources and Revenue with evaluating existing incentives
designed to promote more natural gas exploration and production in the Cook Inlet Basin and
recommending additional strategies that might encourage greater levels of production. The
departments would be required to complete this analysis and provide recommendations to the
legislature by November 1, 2010, in time for legislative action in 2011.

For over three decades, Cook Inlet gas has been vital to the economic wellbeing of Southcentral
Alaska. It is has been an affordable source of fuel for more than half of the state’s population, heating
more than 130,000 homes and businesses. In addition, it is has been used to generate approximately
90% of the electricity used in the region.

For many years, there was far more gas in Cook Inlet than could be consumed by Alaskans. Existing
“proven” reserves of gas, however, have declined from more than 8 trillion cubic feet to just over 1
triltion, with relatively little replacement of what has been consumed or exported. Substantial
exploration will be required to augment remaining reserves and maintain production levels necessary
to meet the needs of the Railbelt. Without this, known reserves of gas within Cook Inlet may be
depleted within two decades, and yearly instate demand may exceed supply within one decade.
Investment both within existing fields and in prospective new areas will be required.

Fortunately geologists estimate there are trillions of cubic feet of undiscovered and technically
recoverable gas in the Inlet. The challenge will be to encourage companies to invest in the Inlet and
“prove up” these vast reserves, so that Alaskans will have access to this local, affordable supply of gas.

This bill tasks the Departments of Natural Resources and Revenue with the responsibility of
identifying and evaluating new strategies to ensure that Alaskans have access to this gas. It sets an
ambitious timeline for this analysis, mandating submission of recommendations to the legislature by

November 2010.
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STATE OF ALASKA

2010 LEGISLATIVE SESSION

Identifier (file name): CSS5B208{RES)-REV-TAX-04-05-10

FISCAL NOTE

Fiscal Note Number:
Bill Version:
{) Publish Date:

Title

DNR Study on Natural Gas

RDU

Sponsor

Senator Wielechowski

Requester

Senate Finance Committee

Expenditures/Revenues

Dept. Affected:

K,e,‘? [aé:: d

SB 208

Revenue

Taxation and Treasury

Component

Tax Division

Component Number

{Thousands of Dollars)

2476

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

Appropriation
Required

Information

OPERATING EXPENDITURES

FY 2011

FY 2011

FY 2012

FY 2013

FY 2014

FY 2015

FY 2016

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

0.0

|CAPITAL EXPENDITURES

|

[CHANGE IN REVENUES {(

[

.

L

i

FUND SOURCE

*** See Analysis Section for Additional Information *™
{Thousands of Dollars)

1002 Federa! Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipls
1037 GF/Mental Health
Other Interagency Receipts

0.0

0.0

0.0

0.0

0.0 0.0

0.0

TOTAL

0.0

0.0

0.0

0.0

0.0 0.0

0.0

Estimate of any current year (FY2010) cost:

POSITIONS

0.0

Full-time
Part-time
Temporary

0.0

0.00

ANALYSIS:

in the Cook Inlet.

modified to include this work.

{Attach a separate page if necessary)
SB 208 requires the Department of Natural Resources and Department of Revenue to complete a report by November 1, 2010 for the
legistature dealing with potential measures to encourage the investment needed to bring on undeveloped and unproven gas resources

$200,000 is included in the Natural Resources fiscal note for SB208 to cover the costs of an outside consultant and legal advice. Both
departments will supplement this amount with exisiting resources, and will work together to complete the study by November 1,
2010. Becuase of the short timeline, the departments will evaluate whether an existing contract with an outside consultant can be

Prepared by:
Division

Approved by:

lan Laing, Project Manager

Tax Division

Ginger Blaisdell, Director

Administrative Services Division

Phone 807-392-9449

Date/Time 4/5/10; 5:05 pm

Date 04-05-10; 5:43pm






