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Analysis
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***The revenue impact of this bill is indeterminate. 
 
This bill makes several amendments to the corporate income tax credit authorized at AS 43.20.046 and exempts 
certain gas storage facilities from lease rental payments.  Significant amendments include the following: 
 
1.  A new section is added that exempts from lease rental payments the gas storage facilities identified in this 
bill.   Therefore, the revenue impact should include only the additional natural gas storage facilities that may be 
added under this bill.  The revenue impact of this provision is indeterminate at this time. 
 
2.  The definition of "natural gas storage facility" has been changed to differentiate tanks and depleted or nearly 
depleted pools, and distinctions have been made in the volumes that qualify for each type of storage facility.  
Nontank storage must have a working capacity of at least 500 million cubic feet of gas and tank storage must 
have a capacity of at least 1 million gallons.  One cubic foot of gas equals about 7.4805 gallons; therefore 1 
million gallons equals 133,681 cubic feet (or 133.681 thousand cubic feet) of gas. 
 
3.  The basis for the maximum tax credit has been changed from the lesser of $15 million or 25% of the costs to 
incurred to establish a gas facility, to a maximum of $15 million, earned at a rate of $1.50 per 1,000 cubic feet of 
working gas storage capacity.  With this change, a 10 million gallon storage facility would earn a tax credit of 
approximately $2,000, regardless of how much it cost to establish the facility (10 million gallons divided by 
7.4805 gallons per cubic foot, divided by 1,000, times $1.50. 
 
4.  In the case of a gas storage facility ceasing commercial operation during the nine calendar years following the 
year that the facility commences commercial operation, the liability to the state must be assessed as of 
December 31 of the year that the facility ceases operation.  For practical purposes, this means that audits must 
be completed on the facility operations in the year that the operation is ceased.  As written, a change of this 
nature would place a greater burden on the auditors to initiate and conclude an audit in a much shorter 
timeframe for these operations.   
 
The bill has an immediate effective date.   
 
The Department of Revenue anticipates that it would be able to administer the provisions of this bill with 
existing resources. 
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