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OPERATING EXPENDITURES

 

Project Facility Capital Costs $7,520

Property Tax Rate 2% 20 mills

State Share 45%

Annual Property Tax to State $68

Construction Period

2014 $34

2015 $68

                                             TOTAL $102 Exemption  during construction

Source:  Capital costs per Alaska Stand Alone Gas Pipeline  base case

Tax assumptions per Petroleum Property Tax Department

Million 2011$

Property Tax Estimate for 500,000,000 Gas Pipeline
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2012  LEGISLATIVE  SESSION

Revenue from this project is not currently included in the state revenue forecast ;  therefore, any exemptions would 
have no impact on current revenue expectations.   

 
SB 148 would  exempt a gas pipeline with a design capacity of  500,000,000 or more cubic feet of gas a day  from the 
state's oil and gas exploration, production, and pipeline transportation property taxes until the pipeline generates 
revenue for its owners.  "Or more"  means that a larger design capacity pipeline such as the 4.5 Bcf per day pipeline 
under AGIA  could qualify for the exemption.   Property tax during construction of  the 4.5 Bcf per day AGIA pipeline is 
estimated at $1.1 billion (2010 dollars) by the Office of the Federal Coordinator, Alaska Natural Gas Transportation 
Projects. 
 
In addition to pipeline capacity,  the length,  diameter  and thickness  of the pipeline and the maximum operating 
pressure must be specified in order to estimate capital costs from which property value can be assessed.  Absent such 
specifications , this analysis uses  the capital costs estimated  for the base case pipeline  in the Alaska Stand Alone Gas 
Pipeline (ASAP) study.  The pipeline is scoped  to bring 500,000,000 cubic feet of gas a day from Prudhoe Bay to 
Southcentral with a lateral pipeline to the Fairbanks area.  The case is scaled to conform  with the Alaska Gasline 
Inducement Act (AGIA) which limits other projects receiving state support to  500,000,000 cubic feet per day.     
 
Assumptions: 

Natural gas pipeline with capacity of 500,000,000 cubic feet per day 
Capital costs for the BASE CASE in the  ASAP 
                         $ Billions (2011) 
 Pipeline   $5.68 
 Gas Conditioning Facility    1.84  
 TOTAL Project Capital Costs $7.52  
  
Annual tax of 20 mills is levied each tax year 
Construction ramp  up is 50% in 2014 and 100% complete  in 2015 
State share  45%  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Results 
Property tax on a natural gas pipeline with a scope as defined by the base case in the ASAP could result in roughly  
$225 million during the construction phase.  Exempting  such a pipeline from the tax would result in $102 million not 
being collected as revenue to the state.   The share for municipalities would be $124 million. 

Project Facility Capital Costs $7,520

Property Tax Rate 2% 20 mills

State Share 45%

Annual Property Tax to State $68

Construction Period

2014 $34

2015 $68

                                             TOTAL $102 Exemption  during construction

Source:  Capital costs per Alaska Stand Alone Gas Pipeline  base case

Tax assumptions per Petroleum Property Tax Department

Million 2011$

Property Tax Estimate for 500,000,000 Gas Pipeline
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