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A L A S K A  S T A T E  L E G IS L A T U R E

SENATOR JOE THOMAS

Senate Bill 153:

"An Act relating to a gas storage facility; relating to the tax credit for a gas 
storage facility; relating to the powers and duties of the Alaska Oil and Gas 
Conservation Commission; relating to the regulation of natural gas storage 

as a utility; relating to the powers and duties of the director of the division of 
lands and to lease fees for a gas storage facility on state land; and providing

for an effective date."

The cost o f energy is crippling Interior Alaska’s economy. The ever increasing expense 
o f heating homes and operating businesses during the long, cold, dark winter hurts the 
ability o f Interior Alaskans to put food on the table today and plan for the future. The 
Fairbanks community spends over $600 m illion per year on space heating, pays the 
highest natural gas prices in the country and does not receive the state energy incentives 
or subsidies available to residents and communities in other regions o f our state.

Senate B ill 153 incents the private sector’s delivery o f lower cost natural gas to Interior 
Alaska by extending tax credits available for natural gas storage in Cook Inlet to a liquid 
natural gas trucking project for the Interior. A new credit for construction o f gas storage 
tanks makes this program more flexible to fit the varying needs o f gas delivery 
throughout the state. This legislation applies to tanked storage with a minimum volume of 
one million gallons. The amount o f the credit is limited to 50% o f construction costs up 
to $15 million. This allows areas of Alaska that do not have depleted gas reservoirs 
available, as Cook Inlet does, to still receive the same monetary incentive as Southcentral 
despite the higher capital costs per volume associated with constructing above ground 
tanks for storing LNG.

SB 153 would allow Golden Valley Electric Association, Flint Hills Refinery or another 
gas supplier to take concrete steps toward delivering sizeable volumes o f trucked natural 
gas to the Interior. A ll money from these credits for tanked storage would be under the 
oversight o f the Regulatory Commission o f Alaska, ensuring that any savings are passed 
along to the rate payer thereby lowering costs and keeping more dollars in the local 
community.

I urge you to jo in me in lowering Interior Alaska’s energy costs by supporting Senate B ill 
153.

January - May: State Capitol - Juneau, Alaska 99801 - (907) 465-2327 - 1 (800) 336-7383 - Fax (907) 465-5241 
June - December: 1292 Sadler Way Ste 203 - Fairbanks, Alaska 99701 - (907) 456-8161 - Fax (907) 456-8163 

Senator Joe.Thomas@legls.state.ak.us

mailto:Joe.Thomas@legls.state.ak.us
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CS FOR SENATE BILL NO. 153( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SEVENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATORS THOMAS, Coghill

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to a gas storage facility; relating to the tax credit for a gas storage 

facility and the expansion of a gas storage facility; relating to the powers and duties of 

the Alaska Oil and Gas Conservation Commission; relating to the regulation of natural 

gas storage as a utility; relating to the powers and duties of the director of the division of 

lands and to lease fees for a gas storage facility on state land; and providing for an 

effective date."

BE IT  ENACTED BY TH E LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 31.05.032(b) is amended to read:

(b) Within six months after receiving an application under (a) o f this section, 

the commission shall determine and certify

(1) the working gas storage capacity o f the facility on the date the 

facility commences commercial operation or the increase in working gas storage 

capacity established after December 31. 2010. for a gas storage facility that was in
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operation before January  1, 2011, on the date the increased capacity commences 

commercial operation, rounded to the nearest

(A) 500,000,000 cubic feet for nontank storage: or 

IB) 1,000,000 gallons for tank  storage;

(2) whether the gas storage facility is capable o f withdrawing a 

minimum o f 10,000,000 cubic feet o f gas a day; and

(3) that the facility qualifies as a gas storage facility for the purposes of

this section.

* Sec. 2. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.096. Exemption from rental payments on land leased for certain 

gas storage facilities, (a) A person leasing state land for a gas storage facility other 

than a gas storage facility subject to AS 38.05.180(u) may request an exemption from 

lease payments as provided in this section. The exemption is applicable for the periods 

described in (b) o f this section.

(b) The exemption is available for the calendar year in which the gas storage 

facility commences commercial operation and for each o f the nine calendar years 

immediately following the first year of commercial operation. However, an exemption 

is not applicable for the calendar year after the facility ceases commercial operation or 

for any subsequent calendar year.

(c) The lessee shall provide the director with any information the director 

requests to determine whether the lessee qualifies for the exemption.

(d) Information related to state land leased for a gas storage facility qualifying 

for the exemption in this section is public information and may be furnished to the 

Regulatory Commission o f Alaska. On request, the director shall provide the name of 

each person using state land leased for a gas storage facility, the years for which an 

exemption was granted, and the amount o f the exemption.

(e) A person receiving an exemption for a payment under this section that 

contracts to store gas for a utility regulated under AS 42.05 shall reduce the storage 

price to reflect the value o f the exemption.

(f) In this section, "ceases commercial operation," "commences commercial 

operation," and "gas storage facility" have the meanings given in AS 31.05.032.
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* Sec. 3. AS 42.05.990(3) is amended to read:

(3) "natural gas storage facility" means a facility that receives natural 

gas volumes from customers, holds the gas volumes in a reservoir, tank, or depleted 

or nearly depleted pool, and delivers the gas volumes to the customer; in this 

paragraph, "facility" includes

(A) all parts o f the facility from the point at which the natural 

gas volumes are received by the facility from the customer to the point at 

which the natural gas volumes are delivered by the facility to the customer; 

and

(B) [A FACILITY CONSISTING OF A RESERVOIR, 

EITHER UNDERGROUND OR ABOVEGROUND, AND] one or more o f the 

following components o f the facility:

(i) pipe;

(ii) compressor stations;

(iii) station equipment;

(iv) injection and extraction wells;

(v) on-site or remote monitoring, supervision, and 

control facilities;

(vi) gas processing plants and gas treatment plants, but 

not including a liquefied natural gas or manufacturing plant or facility;

(vii) other equipment necessary to receive, place into 

storage [THE RESERVOIR], monitor, remove from storage [THE 

RESERVOIR, PROCESS], and deliver natural gas;

* Sec. 4. AS 43.20.046(a) is amended to read:

(a) Except as provided in fm) of this section, a [A] person that is an owner 

o f a gas storage facility described in (b) o f this section that commences commercial 

operation after December 31, 2010, and before January 1, 2016, may apply a 

refundable credit against a tax liability that may be imposed on the person under this 

chapter for the taxable year in which the gas storage facility commences commercial 

operation. A tax credit under this section is in addition to any other credit under 

this chapter for which the person is eligible. The tax credit under this section for a
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(1) nontank storage facility shall be an amount equal to $1.50 for 

each 1,000 cubic feet o f working gas storage capacity that is certified under 

AS 31.05.032 less any amount o f credit received under this section taken in earlier tax 

years for that capacity; the [. THE] total amount o f the credit that may be received for 

a single nontank [GAS] storage facility under this section may not exceed the lesser 

o f $15,000,000 or 25 percent o f the costs incurred to establish the gas storage facility],

(2) tank storage facility shall be the lesser of $15,000,000 or 50 

percent of the cost incurred to establish the tank storage facility [. THE TAX 

CREDIT IN THIS SECTION IS IN ADDITION TO AN Y OTHER CREDIT UNDER 

THIS CHAPTER FOR WHICH THE PERSON IS ELIGIBLE].

* Sec. 5. AS 43.20.046(b) is amended to read:

(b) A gas storage facility qualifying for the credit in this section

(1) must have a working gas storage capacity o f at least

(A) 500,000,000 cubic feet o f gas other than cushion gas for 

nontank storage; or

(B) 1.000,000 gallons for tank storage:

(2) must have a minimum withdrawal capability o f 10,000,000 cubic

feet a day as certified by the Alaska Oil and Gas Conservation Commission under

AS 31.05.032;

(3) may not have been in operation as a gas storage facility before

January 1, 2011. unless the credit is based on the expansion of a gas storage

facility under (m) of this section:

(4) must be regulated under AS 42.05 as a utility and be available to 

furnish the service o f natural gas storage to the public for compensation; in this 

paragraph, "service o f natural gas storage" has the meaning given in AS 42.05.990; 

and

(5) i f  located on state land and leased or subject to a lease under AS 38 

[AS 38.05.180], must be in compliance with the terms o f the lease.

* Sec. 6. AS 43.20.046(d) is amended to read:

(d) A person entitled to a tax credit under this section that is greater than the 

person's tax liability under this chapter may request a refund or payment in the
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amount o f the unused portion o f the tax credit.

* Sec. 7. AS 43.20.046(e) is amended to read:

(e) The department may use available money in the oil and gas tax credit fund 

established in AS 43.55.028 to make the refund or payment applied for under (d) of 

this section in whole or in part i f  the department finds that (1) the claimant does not 

have an outstanding liability to the state for unpaid delinquent taxes under this title; 

and (2) after application o f all available tax credits, the claimant's total tax liability 

under this chapter for the calendar year in which the claim is made is zero. In this 

subsection, "unpaid delinquent tax" means an amount o f tax for which the department 

has issued an assessment that has not been paid and, i f  contested, has not been finally 

resolved in the taxpayer's favor.

* Sec. 8. AS 43.20.046(h) is amended to read:

(h) I f  the gas storage facility or the expanded portion of the gas storage 

facility for which a credit was received under this section ceases commercial 

operation during the nine calendar years immediately following the calendar year in 

which the gas storage facility or the expanded portion of the gas storage facility 

commences commercial operation, the tax liability under this chapter o f the person 

who claimed the credit shall be increased, and a person not subject to the tax under 

this chapter that received a payment under (d) of this section shall be liable to the 

state in the amount determined in this subsection. The amount o f the increase in 

tax liability or liability to the state

(1) for a person subject to the tax under this chapter, shall be 

determined and assessed for the taxable year in which the gas storage facility ceases 

commercial operation, regardless o f whether the gas storage facility subsequently 

resumes commercial operation; [AND]

(2) for a person not subject to the tax due under this chapter, shall 

be determined and assessed as of December 31 o f the calendar year in which the 

gas storage facility or the expanded portion of the gas storage facility ceases 

commercial operation, regardless o f whether the gas storage facility or the 

expanded portion of the gas storage facility subsequently resumes commercial 

operation: and
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(3) is equal to the total amount o f the credit taken or received as a 

payment under (d) of this section, as applicable, multiplied by a fraction, the 

numerator o f which is the difference between 10 and the number o f calendar years for 

which the gas storage facility or the expanded portion of the gas storage facility 

was eligible for a tax credit under this section and the denominator o f which is 10.

* Sec. 9. AS 43.20.046(i) is amended to read:

(i) The issuance o f a refund or payment under this section does not lim it the 

department's ability to later audit or adjust the claim i f  the department determines, as a 

result o f the audit, that the person that claimed the credit was not entitled to the 

amount o f the credit. The tax liability o f the person receiving the credit under this 

chapter and that is subject to the tax imposed under this chapter is increased by 

the amount o f the credit that exceeds that to which the person was entitled; a person 

that receives the credit and that is not subject to the tax imposed under this 

chapter is liable to the state for the amount of the credit that exceeds that to 

which the person was entitled. I f  the tax liability is increased or a person not 

subject to the tax imposed under this chapter is liable to the state under this 

subsection, the increase in tax liability or the liability to the state bears interest 

under AS 43.05.225 from the date the refund or payment was issued.

* Sec. 10. AS 43.20.046Q is amended to read:

(j) A  person taking a tax credit under this section or receiving a payment 

under (d) o f [CLAIMING A TAX CREDIT UNDER] this section for a gas storage 

facility or expanded portion of a gas storage facility that ceases commercial 

operation within nine calendar years immediately following the calendar year in which 

the gas storage facility or expanded portion of the gas storage facility commences 

commercial operation shall notify the department in writing o f the date the gas storage 

facility or expanded portion of the gas storage facility ceased commercial 

operation. The notice must be filed with the return for the taxable year in which the 

gas storage facility ceases commercial operation.

* Sec. 11. AS 43.20.046(k) is amended to read:

(k) A  refund or payment under this section does not bear interest.

* Sec. 12. AS 43.20.046 is amended by adding new subsections to read:
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(m) Notwithstanding (a) o f this section, a person that is an owner o f a gas 

storage facility that commenced commercial operation before January 1, 2011, that 

expanded the gas storage facility after December 31, 2010, and that commences 

commercial operations after December 31, 2010, and before January 1, 2016, in the 

expanded portion o f the gas storage facility may apply a refundable credit against a tax 

liability that may be imposed on the person under this chapter for the taxable year in 

which the expanded portion o f the gas storage facility commences commercial 

operation. The amount o f the credit shall be determined under (a)(1) and (2) o f this 

section, but shall be based only on the capacity in the expanded portion o f the gas 

storage facility and cost incurred to expand the gas storage facility after December 31, 

2010.

(n) In this section, "expanded portion o f the gas storage facility" means the 

increase in capacity after December 31, 2010, o f a gas storage facility that commenced 

commercial operations before January 1, 2011.

* Sec. 13. AS 43.55.028(a) is amended to read:

(a) The oil and gas tax credit fund is established as a separate fund o f the state. 

The purpose o f the fund is to purchase transferable tax credit certificates issued under 

AS 43.55.023 and production tax credit certificates issued under AS 43.55.025 and to 

pay refunds and payments claimed under AS 43.20.046.

* Sec. 14. AS 43.55.028(g) is amended to read:

(g) The department may adopt regulations to carry out the purposes o f this 

section, including standards and procedures to allocate available money among 

applications for purchases under this chapter and claims for refunds and payments 

under AS 43.20.046 when the total amount o f the applications for purchase and claims 

for refund exceed the amount o f available money in the fund. The regulations adopted 

by the department may not, when allocating available money in the fund under this 

section, distinguish an application for the purchase o f a credit certificate issued under 

AS 43.55.023(m) or a claim for refund under AS 43.20.046.

* Sec. 15. This Act takes effect immediately under AS 01.10.070(c).
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f o u & Z I ?  f / z .

Sectional Analysis for Committee Substitute for SB 153\l

Section 1. A m en ds  AS 31.05 .032(b) to  c rea te  as new  1,000 ,000  ga llo n  th re sho ld  fo r new  o r expanded  

a bove  g round  natu ra l gas tank  sto rage  th a t can be ce rtified  by th e  AO G CC  as e lig ib le  to  app ly  fo r the 

c re d it  u nde r 43.20.046.

Section 2. C rea tes a new  sec tion  unde r AS 38 .05 .096  th a t a llow s e lig ib le  above  g round  natura l gas tank 

s to rag e  fa c ilit ie s , s ited  on sta te  lands, to  request an e xem p tion  from  ren ta l paym ents. To qualify, th e  

tan k  m ust be have a s to rage  capac ity  o f  at least 1 ,000 ,000  ga llons. The exem p tion  cou ld  extend  fo r up 

to  ten  yea rs  fo llow ing  the  co m m en cem en t o f  com m erc ia l o p e ra tio n s  as long as the  fa c ility  con tinues to 

op e ra te . In fo rm a tion  regard ing  the  ren ta l e xem p tio n  is d eem ed  to  be "p u b lic "  and is ava ilab le  to the  

RCA upon  request. A  person  rece iv ing  a ren ta l e xem p tion  m ust ad ju st th e  sto rage  charge dow nw ard  to 

re f le c t  th is  s ta te  b en e fit and pass it th rough  to  th e  sto rage cu stom ers . The in ten t o f th is  new  section  o f 

law  is to  m ir ro r  th e  ex isting  b en e fit o ffe red  to  natu ra l gas s to rage  o p e ra tio n s  th a t e lig ib le  to app ly  fo r  a 

ren ta l p a ym en t exem p tio n  u nde r AS 38 .05 .180(u).

Section 3. A m en ds  the d e f in it io n  o f  "n a tu ra l gas sto rage  fa c ility "  and " fa c ility " in AS 42.05.990(3) to  

a ssu re  th a t tank  sto rage , o r s to rage  in a d ep le ted  o r  nearly  d ep le ted  poo l are  a ffo rd ed  the  sam e bene fit 

th a t g eo log ic  n atu ra l gas s to rage  a lre ad y  en joys.

Section 4. A m en ds  the  ex ist ing  gas s to rage  fa c ility  tax c red it in AS 43 .20 .046  by b ifu rca tin g  it in to  tw o  

sepa ra te  c red its . The f irs t w ill app ly  to  n on -tank  fa c ilit ie s  (geo log ic sto rage). This b en e fit is capped at 

f if te e n  m illio n  d o lla rs  o r  25 p e rcen t o f  th e  fa c ility  d e ve lop m en t co st w h ich eve r is less. The second is a 

n ew  c re d it  fo r  a tank  s to rage  fa c ility  w h ich  w ill be capped at f ifte en  m illio n  do lla rs  o r 50  pe rcen t o f the 

d e v e lo p m e n t cost w h ich e ve r is less. Th is re stru ctu ring  re ta in s ex isting  language th a t assures th a t a tax 

c re d it  u nd e r AS 43 .20 .046  is in a d d it io n  to  any o th e r  cred its  fo r  w h ich  the sto rage  fac ility  is e lig ib le  fo r 

u nd e r th is  chap te r.

Section 5. A m ends the  te rm s o f  w ha t s to rage  qua lif ie s  fo r  a ta x  c re d it o r  paym en t u nde r AS 

43 .20 .046(b ) by add ing  a 1 ,000 ,000  ga llon  th re sho ld  fo r above  g round  sto rage  s im ila r  to the  language in 

in se c tio n  1 o f  the  leg is la t ion  and in c lu d in g  th e  po ten tia l fo r e xpan s ion  o f  a new  fa c ility  a llow ing  fo r 

f le x ib ility  o f  w h o  and h ow  th is  p ro je c t m oves fo rw ard .

Sections 6 and 7. A m en ds  AS 43.20.046(d)-(e) to  add "o r p aym en t" fo r n on -p ro fit com pan ie s  th a t are 

n o t su b je c t to  tax u nde r th is  chap te r. Leg is la tive  Legal expressed  conce rn  th a t th e re  cou ld  be som e 

q u e s t io n  w h e th e r  a "ta x  c re d it"  w ou ld  w o rk  fo r  tax exem pt s to rage  ope ra to rs . A d d it io n  o f  the  w o rd s  

"o r  p a ym en t"  ex tingu ishes  th is  am b igu ity .

Section 8. A m ends 43 .20 .046(h ) to set fo rth  h ow  a com pany no t sub ject to  tax u nde r th is chapter, but 

re ce ived  paym en ts  u nd e r th is  ch ap te r sha ll be assessed fo r lia b il ity  if  its gas sto rage  fac ility  ceases 

co m m e rc ia l o p e ra tio n s  du ring  th e  n ine  ca le n d a r years im m ed ia te ly  fo llow ing  the  ca lenda r year in w h ich  

th e  gas s to rage  fa c ility  com m enced  co m m e rc ia l operations.



Section 9. A m ends 43 .20 .046(i) to  c la rify  tha t a person th a t  rece ives a p aym en t unde r AS 42 .20 .046  that 

th e  pe rson  was no t e n t it le d  to  m ust repay the  sta te  w ith  in te re s t d e te rm in ed  unde r AS 43.05.225. This 

in te re s t sha ll be ca lcu la ted  from  the  da te  the  e rroneous p a ym e n t w as m ade. The re s tru ctu red  language 

a ssu res th a t sto rage  o p e ra to rs  th a t are  subject to  state c o rp o ra te  in co m e  ta x  and n on -p ro fit s to rage  

o p e ra to rs  th a t are e xem p t from  sta te  in com e tax are tre a te d  equa lly .

Sections 10-14 m ake a n um b e r o f  con fo rm ing  language changes to  a cco m m oda te  a dd it io n  o f th e  w o rd  

"p a ym en t"  in section  6 o f  th e  le g is la t ion  fo r a new  o r e xpanded  LNG sto rage  facility..

Section 15. Estab lished  an im m e d ia te  e ffec tive  da te  fo r th e  leg is la t ion .
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FISCAL NOTE

Analysis

STATE OF ALASKA B ILL  NO. SB 153
2012 L E G IS L A T IV E  SESSION

This leg is la tion  is re la tin g  to  a gas storage fa c ility ; re la ting  to  th e  ta x  c red it fo r  a gas storage fa c ility ; re la tin g  to  th e  
pow ers  and d u tie s  o f th e  Alaska Oil and Gas C onservation C om m ission; re la ting  to  th e  regu la tion  o f  na tu ra l gas storage 

as a u tility ; re la tin g  to  th e  pow ers and du ties o f  th e  d ire c to r o f  th e  d iv is ion  o f  lands and to  lease fees fo r  a gas storage 
fa c ility  on s ta te  land; and p rov id ing  fo r  an e ffe c tive  date.

The RCA expects to  im p le m e n t th e  provis ions o f  th is  leg is la tion  w ith  existing  resources.

(Revised 11/28/2011 OMB) Page 2 of 2



F IS C A L  N O T E

STATE O F ALASKA cost * codes Bill Version SB153
2012 L E G IS L A T IV E  SESSION Fiscal Note Number

Publish Date

Identifier (file name) SB153-DOA-AOGCC-1-14-12___________________________Dept. Affected Administration____________________
Title  Natural Gas Storage Tax Credit/Regulation________ Appropriation Alaska Oil and Gas Cons. Comm.
________________________________________________________________________ Allocation Alaska Oil and Gas Conservation
Sponsor  Senator_Thomas__________________________  Commission______________
Requester  Senate Resources__________________ OMB Component Number 21

Expenditures/Revenues__________________________________(Thousands o f Dollars)_____________________________
Note: Amounts do not include inflation unless otherwise noted below.

FY13
Appropriation

Requested

Included in 
Governor's 

FY13 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY13 FY13 FY14 FY15 FY16 FY17 FY18
Personal Services 
T ravel 
Sen/ices 
Commodities 
Capital Outlay 
Grants, Benefits 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prgm (DGF)
1037 GF/MH (UGF)
1178 temp code (UGF)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS
Full-time
Part-time
Temporary

CHANGE IN REVENUES

Estimated SUPPLEMENTAL (FY12) operating costs   (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY13) costs   (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)

Why this fiscal note differs from previous version (if initial version, please note as such) 
Not applicable, initial version.

Prepared by Dan Seamount, Commissioner_________________________________________  Phone 907-793-1227
Division Alaska Oil and Gas Conservation Commission___________________________  Date/Time 1/14/12 4;00 PM

Approved by John Cramer, Deputy Commissioner_______________________________  Date 1/14/2012_____
Department of Administration____________________________________

(Revised 8/17/2011 OMB) Page 1 of 2



FISCAL NOTE

Analysis

STATE O F ALASKA B IL L  NO. SB 153
2012 LE G IS L A T IV E  SESSION

This b ill w ill p rov ide  an e x e m p tio n /ta x  c re d it/re fu n d /p a y m e n t o f lia b ilit ie s  on land leased fo r ce rta in  gas storage 
fa c ilitie s , under ce rta in  c rite ria .

There w o u ld  be a m in im ia l am o u n t o f  a d d itio n a l w o rk  fo r  th e  Alaska Oil and Gas Conservation C om m ission (AOGCC) 
resu ltin g  fro m  th is  bill and it  cou ld  be m anaged w ith  exis ting  funds and s ta ff m em bers. There fore , the  AOGCC 
subm its  a zero fiscal note.

(Revised 8/17/2011 OMB) Page 2 of 2



Trucking Liquid Natural Gas to Interior Alaska 
Project Overview

Golden Valley Electric Association is teaming with Flint Hills Resources to investigate the potential of transporting 

liquid natural gas from the North Slope to Interior Alaska. The natural gas feedstock for this project is to come 

from a long-term supply contract on the North Slope. This raw gas would be processed and liquefied at a new 

facility on the North Slope. It would briefly be stored in a 1,000,000 gallon tank before being trucked to Interior 

Alaska via specialty trailers. The LNG product will be delivered to a 2,000,000 gallon storage tank located adjacent 

to the Flint Hills Refinery and the Golden Valley generation plant in North Pole. Here the product will be stored 

until it is warmed in a new re-gas facility and then made available as natural gas to end users.

The primary initial demand will come from GVEA's new gas turbine and the Flint Hills Refinery to heat 

North Slope crude oil obtained from the Trans Alaska Pipeline. This primary demand equals roughly 7 

billion cubic feet of gas per year.

The partners on this project are looking into the possibility of running the delivery trucks off of LNG 

instead of diesel to bring additional cost savings to the project.

GVEA is reaching out to potential customers to determine if availability of this new resource can be used to help 

to reduce energy costs further in Interior Alaska. Through additional capacity available under the gas supply 

contract from the North Slope producer, space heating and industrial uses could be addressed.

To help refine the initial project cost numbers, GVEA and Flint Hills have secured the services of CB&I. The initial 
work of this firm indicates that the total project cost will be roughly $220,000,000 to $245,000,000. The project 

estimate currently contains historical cost data that has a margin of error of plus or minus 50 percent.

The current price range is between $12 and $17 dollars per mcf of gas. Additional work to reduce this 

uncertainty and thus narrow the range of the expected delivered price.

GVEA is very supportive of a pipeline eventually delivering natural gas to the Interior, the LNG trucking project can 

be developed immediately and with more certainty.

The current schedule calls for first gas from the project to be delivered in early 2015. As GVEA and Flint 

Hills continue to advance engineering on the concept, there is a possibility that delivery date can be 

moved forward.

Availability o f additional LNG in Interior Alaska will also allow for an expansion of the current piped distribution 

system as well as initiation of other customer growth. This dynamic will improve the net present value 

calculations on a future pipeline operation since a larger customer base will be present to take gas off a pipeline 

immediately.



The main provisions of SB 153 are:

1. The quantitative description for working gas storage eligible for state assistance is modified in 
AS 31.05.032 and AS 43.20.046 to include a 1,000,000 gallon threshold for above ground LNG 
tankage.

Rationale -  As HB 280 was debated and passed in 2010, strong statements were made that 
the bill was designed to assist the creation of natural gas storage statewide, although Cook Inlet 
and Interior Alaska were mentioned specifically.

As the legislation progressed, similar statements were made supporting the future need for 
storage in Fairbanks including comments from agency personnel.

Marsha Davis -  “ W ell Senator Wielechowski, I  am sensitive to the comment that 
Representative H aw ker made that we obviously d o n 't w ant to harm  the interests 
in  Fairbanks. But obviously i f  you 've  got gas. I  guess the question w ou ld  be 
w ou ld  you ever store gas on the N orth  Slope and then move it to Fairbanks o r 
w ou ld  the storage fa c ili t ie s  p h ys ica lly  be located someplace a round  Fairbanks 

f o r  use by the u tilit ie s  a round  Fairbanks, so you know we w ou ld  be open to 
discussion as to how to w ork tha t issue w ith  Representative 
Hawker. ” (transcribed  fro m  the audio reco rd  at 04 :24:00 pm  o f  the Senate 
Resources A udio  links f o r  4/5/2010)

Although the legislation described a Gas Storage Facility as a "tank or a depleted or nearly 
depleted reservoir or pool in the state that is available for storage of gas" the quantitative 
description was written with only geologic storage in mind. As a result, the existing 500,000,000 
cubic feet capacity requirement is far bigger than what a reasonable tank needs to be to support 
a LNG trucking operation to serve the Interior. In order to qualify for the credit under the 
existing law, GVEA would have to overbuild the LNG storage tank at considerable 
expense. Under Alaska regulatory law this added expense would be passed on to utility 
customers who already suffer from extremely high energy costs. Such an outcome would be 
counter to the intent of HB 280 which was to mitigate the cost of adding storage to the energy 
supply chain and assure that benefit flows through to Alaska consumers.

2. The ten year lease payment waiver provision of AS 38.05.180(u) is duplicated with the intent 
that it will also apply to state land leased for a natural gas storage operation under AS
38.35.120.

Rationale -  At the time HB 280 was debated, the yearly lease cost for natural gas storage, 
built on state land, was a cost legislators felt they could reduce to relieve the financial burden of 
storage on consumers. At the time, legislators were not aware that a LNG trucking operation on 
the North Slope could secure land under AS 38.35. GVEA has since been advised by the State 
Pipeline Coordinator's Office that AS 38.35 is available for this purpose and may assist with the 
timely construction of Interior related gas infrastructure by offering a preferable permitting 
process. Making the lease payment waiver provision applicable to AS 38.35 honors the intent of 
HB 280 by lowering the cost of storage resulting in savings that will be passed on to Interior 
residents.



The existing refundable tax credit applicable to eligible gas storage is modified to allow a 
"payment" to offset the cost of developing storage by an owner that is tax exempt.

Rationale -  HB 280 established a tax credit to offset the cost of gas storage development that 
would be applied against the state income tax owed by the gas storage owner. Unfortunately 
the existing language is cumbersome for not-for-profit utilities that develop the gas storage 
themselves since they are exempt from state income tax. However, the legislative record 
indicates that utility ownership of storage was expected. Testimony was given to clarify that the 
following three storage scenarios were anticipated with the first two qualifying for the credit 
program and the third receiving no state benefit.

a. A regulated public utility owns and operates storage.
b. Open-access third-party storage is offered for a price.
c. An investor builds storage for their own benefit which is not available on a third-party 

basis.

To fulfill this legislative intent it may be possible for a utility owned storage facility to qualify 
under existing Alaska law which states;

AS 43.20.046(d) A person entitled to a tax credit under this section that is greater than 
the person's tax liability under this chapter may request a refund in the amount of the 
unused portion of the tax credit.

However, the Legislative Division of Legal and Research Services suggested modifications to the 
tax credit provision that clarify any ambiguity on this issue.

Senator Thomas and Representative Thompson intend to propose a change to the bill that 
would limit the potential state storage credit or payment to $15,000,000 or 50% of the 
infrastructure cost; whichever is less.



Facility Description: Sour gas pipeline to facility, gas pretreatment, heavies separation and storage, LNG 
liquefaction and storage, LNG truck loading, LNG truck fueling, LPG truck loading, gas blending, power 
generation and associated systems -- building, structural supports, piping, electrical, instrumentation & controls, all 
adequate for arctic climate conditions.



Facility Description: LNG truck receiving and offloading, LNG storage, LNG truck fueling, HP & LP 
vaporization and sendout for separate users (usage) and associated systems — building, structural supports, piping, 
electrical, instrumentation & controls adequate for the environmental conditions expected.



F IS C A L  N O T E
STATE OF ALASKA cost + codes Bill Version SB153
2012 LEG IS LA TIVE  SESSION Fiscal Note Number

Publish Date

Identifier (file name) SB153-DOA-AOGCC-1-14-12__________________________ Dept. Affected Administration____________________
Title  Natural Gas Storage Tax Credit/Regulation_______ Appropriation Alaska Oil and Gas Cons. Comm.
________________________________________________________________________ Allocation Alaska Oil and Gas Conservation
Sponsor Senator Thomas Commission
Requester  Senate Resources__________________ OMB Component Number 2010

Expenditures/Revenues__________________________________ (Thousands of Dollars)________________________
Note: Amounts do not include inflation unless otherwise noted below.

FY13
Appropriation

Requested

Included in 
Governor's 

FY13 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY13 FY13 FY14 FY15 FY16 FY17 FY18
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants, Benefits
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prgm (DGF)
1037 GF/MH (UGF)
1178 temp code (UGF)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS
Full-time
Part-time
Temporary

CHANGE IN REVENUES

Estimated SUPPLEMENTAL (FY12) operating costs   (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY13) costs   (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)

Why this fiscal note differs from previous version (if initial version, please note as such) 
Not applicable, initial version.

Prepared by Dan Seamount, Commissioner________________________________________  Phone 907-793-1227
Division Alaska Oil and Gas Conservation Commission__________________________  Date/Time 1/14/12 4;00 PM

Approved by John Cramer, Deputy Commissioner_______________________________ Date 1/14/2012_____
Department of Administration____________________________________

(Revised 8/17/2011 OMB) Page 1 of 2



FISCAL NOTE

Analysis

STATE OF ALASKA B ILL  NO. SB153
2012 LEG IS LA TIVE  SESSION

This bill will provide an exemption/tax credit/refund/payment of liabilities on land leased for certain gas storage 
facilities, under certain criteria.

There would be a minimial amount of additional work for the Alaska Oil and Gas Conservation Commission (AOGCC) 
resulting from this bill and it could be managed with existing funds and staff members. Therefore, the AOGCC 
submits a zero fiscal note.

(Revised 8/17/2011 OMB) Page 2 of 2



F IS C A L  N O T E
STATE O F ALASKA
2012 L E G IS L A T IV E  SESSION

Identifier (file name) SB153-DQR-TAX-02-07-12
Title Natural Gas Storage Tax Credit/Regulation

Bill Version 

Fiscal Note Number 
() Publish Date

Dept. Affected
Appropriation
Allocation

SB 153

Revenue
Taxation and Treasury

Tax Division
Sponsor
Requester

Senators Thomas and Coghill
Senate Resources Committee

Expenditures/Revenues

 OMB Component Number

(Thousands of Dollars)______

2476

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

FY13
Appropriation

Requested

Included in 
Governor's 

FY13 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY13 FY13 FY14 FY15 FY16 FY17 FY18
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants, Benefits
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prgm (DGF)
1037 GF/MH (UGF)
1178 temp code (UGF)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS
Full-time
Part-time
Temporary

CHANGE IN REVENUES *** *** *** * * * *** *** ***

Estimated SUPPLEMENTAL (FY12) operating costs
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY13) costs
(discuss reasons and fund source(s) in analysis section)

(separate supplemental appropriation required) 

(separate capital appropriation required)

Why this fiscal note differs from previous version (if initial version, please note as such)
This is the initial version of the bill.

Prepared by Cherie Nienhuis, Commercial Analyst__________________________________  Phone 907-269-1019
Division Tax_________________________________________________________________ Date/Time 2/7/12; 10am

Approved by Jerry Burnett, Director Administrative Services___________________________ Date 2/7/2012
Department of Revenue______________________________________________

(Revised 1/17/2012 OMB) Page 1 of 2



FISC A L NOTE

STATE O F ALASKA B IL L  NO. SB 153
2012 L E G IS L A T IV E  SESSION

Analysis

***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 I 
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.

(Revised 1/17/2012 OMB) Page 2 of 2



F IS C A L  N O T E
STATE O F ALASKA Bill Version SB 153
2012 L E G IS L A T IV E  SESSION Fiscal Note Number

() Publish Date ______

Identifier (file name)________________SB 153-DNR-Q&G-02-03-12______________Dept. Affected Department of Natural Resources
Title  Natural Gas Storage Tax Credit/Regulation________Appropriation  Oil & Gas___________
_________________________________________________________________________ Allocation ______________Oil & Gas___________
Sponsor ____________________Senator Thomas___________________  _________________________________
Requester  Senate Resources Committee______ OMB Component Number 439

Expenditures/Revenues__________________________________ (Thousands of Dollars)_________________________
Note: Amounts do not include inflation unless otherwise noted below.

FY13
Appropriation

Requested

Included in 
Governor's 

FY13 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY13 FY13 FY14 FY15 FY16 FY17 FY18
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants, Benefits
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prgm (DGF)
1037 GF/MH (UGF)
1178 temp code (UGF)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS
Full-time
Part-time
Temporary

CHANGE IN REVENUES *** *** *** *** *** *** ***

Estimated SUPPLEMENTAL (FY12) operating costs 0.0 (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY13) costs 0.0 (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)

Why this fiscal note differs from previous version (if initial version, please note as such)
Not applicable, Initial Version

Prepared by 
Division

Approved by

William C. Barron, Director
Division of Oil and Gas

Daniel S. Sullivan, Commissioner
Department of Natural Resources

(Revised 1/17/2012 OMB)

Phone 907-269-8800
Date/Time 2/3/12 5:00 PM

Date

Page 1 of 2



FISCAL NOTE

Analysis

SB 153 extends provisions encouraging gas storage in subsurface gas storage to also cover tank storage. Section 2 
provides that the lessee of a surface lease for gas storage can receive a 10 year exemption from making lease 
payments. Sections 4 and 5 extend the Alaska corporate income tax credit for subsurface gas storage facilities to 
tank storage, requiring that a tank be able to store 1,000,000 gallons of gas to qualify.

There is no anticipated fiscal impact to the Division of Oil and Gas. The application of tax credits will have an 
indeterminate impact on the revenues acquired by the Division.

SB 153 also allows a business entity not subject to the Alaska Corporate Income tax to receive the credit in the form 
of a cash payment. In addition, for both surface and subsurface storage, the credit under AS 43.20.046(a) can also 
now exceed 25% of the storage facility cost as long as the total credit for a single facility does not exceed $15 million.

To the extent new markets are not accessed, the impact of the credit is indeterminate. The credit might not increase 
the netback value of the gas for royalty purposes because a gas storage facility is regulated under this section, with 
the value of the credit likely passed on to the consumer. The State's royalty value also might be more or less for gas 
removed from a lease and put into storage versus gas removed from the lease and sold.

STATE OF ALASKA B IL L  NO. SB 153_______________
2012 L E G IS L A T IV E  SESSION

(Revised 1/17/2012 OMB) Page 2 of 2



F IS C A L  N O T E

STATE O F ALASKA Bill Version SB 153
2012 L E G IS L A T IV E  SESSION Fiscal Note Number

() Publish Date ______

Identifier (file name) SB153-DNR-MLW-02-07-12 Dept. Affected Department of Natural Resources
Title  Natural Gas Storage Tax Credit/Regulation________ Appropriation  Land & Water Resources
__________________________________________________________________________Allocation  Mining Land & Water
Sponsor  Sen. Thomas_____________________
Requester  Senate Resources OMB Component Number 3002

Expenditures/Revenues_________________________________ (Thousands of Dollars)__________________________
Note: Amounts do not include inflation unless otherwise noted below.

FY13
Appropriation

Requested

Included in 
Governor's 

FY13 
Request

O u t -Y e a r  Cost Estimates

OPERATING EXPENDITURES FY13 FY13 FY14 FY15 FY16 FY17 FY18
Personal Services 
T ravel 
Services 
Commodities 
Capital Outlay 
Grants, Benefits 
Miscellaneous (12.5)

TOTAL OPERATING (12.5) 0.0 *** *** *** *** *★*

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF (12.5)
1005 GF/Prgm (DGF)
1037 GF/MH (UGF)
1178 temp code (UGF)

TOTAL (12.5) 0.0 *** *** *** *** ***

POSITIONS
Full-time
Part-time
Temporary

0
0
0

CHANGE IN REVENUES (12.5)

Estimated SUPPLEMENTAL (FY12) operating costs
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY13) costs
(discuss reasons and fund source(s) in analysis section)

0.0 (separate supplemental appropriation required)

0.0 (separate capital appropriation required)

Why this fiscal note differs from previous version (if initial version, please note as such)
Initial Version

Prepared by Brent Goodrum, Director______________________________________________  Phone (907) 269-8625
Division Mining Land & Water_________________________________________________  Date/Time 02-07-2012/12:00

Approved by Daniel S. Sullivan, Commissioner_________________________________  Date 2/7/2012_______
Department of Natural Resources_________________________________

(Revised 1/17/2012 OMB) Page 1 of 2



FISCA L NOTE

Analysis

SB 153 creates an exemption from land lease paymentsffor leases issued under AS 38.05.070-105), for up to ten 
calendar years from date of issuance, for lands leased for gas storage facilities (other than under AS 38.05.180(u)).

This lease payment exemption will reduce revenues equal to the lease payments due to the state related to these 
types of leases for the years the exemption is allowed. Currently there is one qualifying lease with an annual rent of 
$12,500 based on the fair market value of the land leased. The total fiscal impact of this proposed legislation after 
FY 13 is indeterminate because the number of gas storage leases that may be issued in the future is unknown. 
Future leases may be issued under oil and gas leases issued under AS 38.05.180.

The legislation will no effect the lease issuance or maintenance operations of the department.

STA TE O F ALASKA B IL L  NO. SB 153
2012 L E G IS L A T IV E  SESSION

(Revised 1/17/2012 OMB) Page 2 of 2



ALASKA STATE LEGISLATURE

SENATOR JOE THOMAS

Senate Bill 153:

"An Act relating to a gas storage facility; relating to the tax credit for a gas 
storage facility; relating to the powers and duties of the Alaska Oil and Gas 
Conservation Commission; relating to the regulation of natural gas storage 

as a utility; relating to the powers and duties of the director of the division of 
lands and to lease fees for a gas storage facility on state land; and providing

for an effective date."

The cost o f  energy is crippling Interior A laska’s econom y. The ever increasing expense 
o f  heating hom es and operating businesses during the long, cold, dark w inter hurts the 
ability o f  Interior A laskans to put food on the table today and plan for the future. The 
Fairbanks com m unity spends over $600 m illion per year on space heating, pays the 
highest natural gas prices in the country and does not receive the state energy incentives 
or subsidies available to residents and com m unities in other regions o f  our state.

Senate Bill 153 incents the private sector’s delivery o f  lower cost natural gas to Interior 
A laska by extending tax credits available for natural gas storage in Cook Inlet to a liquid 
natural gas trucking project for the Interior. A new  credit for construction o f  gas storage 
tanks m akes this program  m ore flexible to fit the varying needs o f  gas delivery 
throughout the state. This legislation applies to tanked storage w ith a m inim um  volum e o f  
one m illion gallons. The am ount o f  the credit is lim ited to 50%  o f  construction costs up 
to $ 15 m illion. This allows areas o f  A laska that do not have depleted gas reservoirs 
available, as Cook Inlet does, to still receive the sam e m onetary incentive as Southcentral 
despite the higher capital costs per volum e associated w ith constructing above ground 
tanks for storing LNG.

SB 153 w ould allow  G olden Valley Electric A ssociation, Flint H ills Refinery or another 
gas supplier to take concrete steps toward delivering sizeable volum es o f  trucked natural 
gas to the Interior. All m oney from  these credits for tanked storage w ould be under the 
oversight o f  the Regulatory Com m ission o f  Alaska, ensuring that any savings are passed 
along to the rate payer thereby low ering costs and keeping m ore dollars in the local 
com m unity.

I urge you to jo in  me in low ering Interior A laska’s energy costs by supporting Senate Bill 
153.

January -  May: State Capitol -  Juneau, Alaska 99801 -  (907) 465-2327 -  1 (800) 336-7383 -  Fax (907) 465-5241 
June -  December: 1292 Sadler Way Ste 203 -  Fairbanks, Alaska 99701 -  (907) 456-8161 -  Fax (907) 456-8163

Senator .Joe.Thomas@legis.state.ak.us

mailto:Joe.Thomas@legis.state.ak.us


The main provisions o f HB 289 and SB 153 are:

1. T h e  qu an tita tive  descr ip tion  f o r  w o rk in g  gas storage eligible fo r  state assistance is m o d if ied  in 

AS 31.05.032 and AS 43.20.046 to include a 1,000,000 gallon  th re s h o ld  fo r  a b o v e  g ro u n d  LNG 

tankage.

R a t i o n a l e  -  As HB 280 was d e b a te d  and passed in 2010, s trong  s ta tem e n ts  w e re  m a de  that 

the  bill w as  designed to  assist the  creation  o f  natural gas storage s ta tew id e , a lthough  Cook Inlet 

and In te r io r  Alaska w e re  m e n t io n e d  specifically.

As the  legislation progressed, sim ilar s ta tem e n ts  w e re  m a d e  su p p o rt in g  th e  fu tu re  need fo r  

storage in Fairbanks including c o m m e n ts  f ro m  agency  p e rso n ne l.

M arsha D avis -  "W ell Senator Wielechowski. I  am  sensitive to the com m ent that 
Representative H aw ker made that we obviously don t w ant to harm the interests 
in Fairbanks. But obviously i f  yo u  ve got gas. I  guess the question w ould  be 
w ould  you  ever store gas on the North Slope and  then move it to F a ir b a n k s  or 
w ould the storage facilities physica lly  be located  som eplace around F a ir b a n k s  

for use by the utilities around F a irb a n k s , so yo u  know we w ould  be open to 
discussion as to how to work that issue w ith Representative  
Hawker. ” (transcribed from  the audio record  at 04:24:00 p m  o f  the Senate  
Resources Audio links fo r  4/5/2010)

A lth o u g h  th e  legislation described a Gas Storage Facility as a "ta n k  o r  a d e p le te d  o r  nearly  

de p le te d  re s e rvo ir  o r  po o l in th e  state tha t  is available  fo r  storage o f  gas" the  quantitative  

descrip tion  w as  w r it te n  w ith  o n ly  geologic  storage in m in d . As a result, th e  existing 500,000,000 

cubic fe et  capacity r e q u ir e m e n t  is fa r  bigger than  w h a t  a rea so n a b le  tank needs  to  be to  s u p p o rt  

a LNG  trucking o p e ra t io n  to  serve  th e  Interior.  In o rd e r  to  qu a lify  fo r  th e  credit u n d e r  the 

existing law, G V E A  w o u ld  h a ve  to  o ve rb u i ld  the  LNG  storage  tank at c o ns iderab le  

expense. U n d e r  Alaska re g u la to ry  law this a d d e d  e xpen se  w o u ld  be passed on  to  utility 

c u sto m e rs  w h o  a lre a d y  su ffe r  f ro m  e x tre m e ly  high e n e rg y  costs. Such an o u tc o m e  w o u ld  be 

c o u n te r  to  th e  in tent o f  HB 280 w hich  w as  to  m itigate the  cost o f  a dding  storage to the e n e rg y  

s u p p ly  chain and assure that be n e f i t  f low s  th ro u g h  to  Alaska co n s u m e rs .

2. T h e  ten  y e a r  lease p a y m e n t  w a iv e r  pro v is io n  o f  AS 38 .05.180(u) is du plicated  w ith  the  intent 

that it will also a p p ly  to  state land leased fo r  a natural gas storage o p e ra t io n  u n d e r  AS

38.35.120.

R a t i o n a l e  -  A t  th e  t im e  HB 280 w as  d e b a ted , the  y e a r ly  lease cost fo r  natural gas storage, 

built on  state land, w a s  a cost legislators felt th e y  could redu c e  to  relieve the  financial b u rd e n  o f  

storage on  c o nsu m ers .  A t  the  t im e, legislators w e re  n o t  a w a re  tha t  a LNG  trucking o p e ra t io n  on  

the N o rth  S lope could secure land u n d e r  AS 38.35. G V E A  has since been  advised by  the  State 

Pipeline C o o rd in a to r 's  Off ice  th a t  AS 38.35 is available fo r  this p u rp o s e  and m a y  assist w ith  the  

t im e ly  c o nstruct ion  o f  In te r io r  related gas in frastructure  b y  o ffe r in g  a p re ferab le  perm itt ing  

process. M aking  the  lease p a y m e n t  w a iv e r  pro v is io n  applicable  to  AS 38.35 h o n o rs  the in tent o f  

HB 280 by lo w e r in g  the  cost o f  storage resulting in savings th a t  will be passed on  to  In terior  

residents.



T h e  existing re fu n d a b le  tax credit applicable  to  eligible gas storage is m o d if ie d  to a llo w  a 

" p a y m e n t "  to  o ffset th e  cost o f  de ve lo p in g  storage by  an o w n e r  that is tax e xem pt.

R a t i o n a l e  -  HB 280 established a tax credit to  o ffset the cost o f  gas storage d e v e lo p m e n t  that 

w o u ld  be app lie d  against the  state in co m e  tax o w e d  by the  gas storage o w n e r .  U n fo rtu n a te ly  

the  existing language is c u m b e rs o m e  fo r  n o t - fo r -p ro f i t  utilities that d e v e lo p  the  gas storage 

th e m s e lv e s  since th e y  are e x e m p t  f r o m  state in co m e  tax. H o w e v e r ,  the  legislative record 

indicates that util ity  o w n e r s h ip  o f  storage w as  expected. T e s t im o n y  w as  g iven  to clarify that the  

fo l lo w in g  th re e  storage scenarios  w e re  antic ipated w ith  the  first t w o  qualify ing  fo r  the  credit 

p ro g ra m  and th e  th ird  receiv ing  no state benefit .

a. A  regulated  public  util ity  o w n s  and o p e ra tes  storage.

b. O p e n -a c c e s s  th i r d -p a r t y  storage is o f fe re d  fo r  a price.

c. A n  in ve s to r  builds storage fo r  th e ir  o w n  benefit  w h ic h  is n o t  available  on  a th i rd -p a rt y  

basis.

T o  fulfill this legislative in ten t  it m a y  be possible fo r  a util ity o w n e d  storage facil ity to  qualify  

u n d e r  existing Alaska law  w h ic h  states:

AS 43 .20.046(d) A  pe rso n  entit led to  a tax credit u n d e r  this section tha t  is g re a ter  than 

the  p e rs o n 's  tax liability u n d e r  this cha pte r  m a y  req u est  a re fu n d  in the  a m o u n t  o f  the 

u n u sed  p o rt io n  o f  th e  tax credit.

H o w e v e r ,  th e  Legislative Division o f  Legal and Research Services suggested m o dif icat io ns  to  the 

tax credit p ro v is io n  tha t  c larify a n y  a m b ig u ity  on  this issue.

S e n a to r  T h o m a s  and  R epresen ta t ive  T h o m p s o n  intend to  p ro p o s e  a change to  the  bill that 

w o u ld  limit th e  potentia l state storage credit o r  p a y m e n t  to  $15,000,000 o r  5 0 %  o f  the  

in fra stru ctu re  cost; w h ic h e v e r  is less.



Sectional Analysis for Sponsor Substitute for SB 153 
\B  version dated 1.16.12

Section 1. A m e n d s  AS 31.05.032(b) to  create as n e w  1,000,000 gallon th re s h o ld  fo r  a b o v e  g ro u n d  

natura l gas tank storage tha t  can be certif ied b y  the  A O G C C  as eligible to  a p p ly  fo r  e x e m p t io n s  f ro m  land 

lease p a ym e n ts  u n d e r  AS 38.05.096 o r  AS 38 .0 5 .180(u) and tax credits  o r  p a y m e n ts  u n d e r  AS 43.20.046.

Section 2. Creates a n e w  section u n d e r  AS 38.05.096 that a llow s eligible a b o v e  g ro u n d  natural gas tank 

s to rage  facilities, sited o n  state lands, to  requ est  an e x e m p t io n  f r o m  rental p a ym e n ts .  T o  qualify ,  the 

tank m u st  be have  a storage capacity o f  at least 1,000,000 gallons. T h e  e x e m p t io n  could  exten d  fo r  up 

to  te n  ye ars  fo l low in g  th e  c o m m e n c e m e n t  o f  co m m e rc ia l  o p e ra t io n s  as long as the  facility c ontinues  to 

o p e ra te .  In fo rm a t io n  regarding  the  rental e x e m p t io n  is d e e m e d  to  be "p u b l ic "  and is available  to  the 

RCA u p o n  request.  A  perso n  receiv ing  a rental e x e m p t io n  m u st  adjust th e  storage charge  d o w n w a r d  to 

reflect this state benefit  and pass it th ro u g h  to  th e  storage c u sto m e rs .  T h e  in tent o f  this n e w  section o f  

la w  is to  m ir ro r  the  existing be ne fit  o f fe re d  to natura l gas storage o p e ra t io n s  tha t  eligible to  a p p ly  fo r  a 

renta l p a y m e n t  e x e m p t io n  u n d e r  AS 38.05.180(u).

Section 3. A m e n d s  the de fin it io n  o f  "n a tu ra l  gas storage facil ity" and  "facil ity"  in AS 42.05.990(3) to 

assure that tank storage, o r  storage in a de p le te d  o r  nea r ly  d e p le te d  pool are a f fo rd e d  the  sam e benefit  

th a t  geologic  natural gas storage a lre a d y  enjoys .

Section 4. A m e n d s  the  existing gas storage facil ity tax credit in AS 43.20.046 b y  b ifurcating  it into tw o  

sep arate  credits. T h e  first will  a p p ly  to  n o n -ta n k  facilities (geologic  s torage). Th is  b e ne fit  is capped at 

f i f te en  m illion dollars o r  25 p e rc e n t  o f  th e  facility d e v e lo p m e n t  cost w h ic h e v e r  is less. T h e  second is a 

n e w  credit fo r  a tank storage facility w hich  will be c a pped at f i fteen  m illion dollars  o r  50 pe rc e n t  o f  the 

d e v e lo p m e n t  cost w h ic h e v e r  is less. Th is  restructur ing  retains existing language th a t  assures that a tax 

credit  u n d e r  AS 43.20.046 is in a dd it io n  to a n y  o t h e r  credits  fo r  w h ic h  the storage facility is eligible fo r  

u n d e r  this chapter.

Section 5. A m e n d s  the te rm s  o f  w h a t  storage qualifies fo r  a tax credit  o r  p a y m e n t  u n d e r  AS 

43 .20.046(b) by  adding  a 1,000,000 gallon th re s h o ld  fo r  a b o v e  g ro u n d  storage s im ilar to  the  language in 

in section 1 o f  the  legislation.

Sections 6 and 7. A m e n d s  AS 4 3 .2 0 .0 4 6 (d ) - (e )  to  add " o r  p a y m e n t "  fo r  n o n -p ro f i t  c o m p a n ie s  that are 

n o t  subject to  tax u n d e r  this cha pter.  Legislative Legal e xpressed co nce rn  th a t  th e re  could be som e 

q u e s t io n  w h e th e r  a "tax cre d it"  w o u ld  w o rk  fo r  tax e x e m p t  storage o p e ra to rs .  A d d it io n  o f  the  w o rd s  

" o r  p a y m e n t "  extinguishes this a m b ig u ity .

Section 8. A m e n d s  43.20.046(h) to  set fo rth  h o w  a c o m p a n y  not subject to  tax u n d e r  this chapter, but 

rece ived  p a ym e n ts  u n d e r  this c h a p te r  shall be assessed fo r  liability if its gas storage facility ceases 

c o m m e rc ia l  o p e ra t io n s  dur ing  the nine ca lendar  years  im m e d ia te ly  fo l lo w in g  the  ca len d ar  ye a r  in w hich 

th e  gas storage facil ity c o m m e n c e d  co m m e rc ia l  opera t io n s .



Section 9. A m e n d s  43.20.046(i)  to  c larify that a person  tha t  receives a p a y m e n t  u n d e r  AS 42.20.046 that 

th e  p e rso n  w as  not e nt it led  to  m u st  re p a y  the  state w ith  interest d e te rm in e d  u n d e r  AS 43.05.225. This  

in te rest shall be calculated f r o m  the  date  the  e r ro n e o u s  p a y m e n t  w a s  m a de .  T h e  restru c tu red  language 

assures that storage o p e ra to rs  that are subject to  state c o rp o ra te  in co m e  tax and n o n -p ro f i t  storage 

o p e ra to rs  that are  e x e m p t  f r o m  state in co m e  tax are treated  equally .

Sections 10-13 m ake a n u m b e r  o f  c o n fo rm in g  language changes to  a c c o m m o d a te  a dd it io n  o f  the  w o r d  

" p a y m e n t "  in section 6 o f  the  legislation.

Section 14. Established an im m e d ia te  effective  date fo r  th e  legislation.
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SPONSOR SUBSTITUTE FOR SENATE BILL NO. 153

IN THE LEGISLATURE OF THE STATE OF ALASKA

TW ENTY-SEVENTH LEGISLATURE - SECOND SESSION

BY SENATOR THOMAS

Introduced:
Referred:

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to a gas storage facility; relating to the tax credit for a gas storage 

facility; relating to the powers and duties of the Alaska Oil and Gas Conservation 

Commission; relating to the regulation of natural gas storage as a utility; relating to the 

powers and duties of the director o f the division o f lands and to lease fees for a gas 

storage facility on state land; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 3 1.05.032(b) is amended to read:

(b) Within six months after receiving an application under (a) o f this section, 

the commission shall determine and certify

( 1) the working gas storage capacity o f the facility on the date the 

facility commences commercial operation rounded to the nearest

(A) 500,000,000 cubic feet for nontank storage: or

(B) 1.000,000 gallons for tank storage:
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(2 ) whether the gas storage facility is capable o f withdrawing a 

minimum of 1 0 ,0 0 0 , 0 0 0  cubic feet o f gas a day; and

(3) that the facility qualifies as a gas storage facility for the purposes o f

this section.

* Sec. 2. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.096. Exemption from rental payments on land leased for certain 

gas storage facilities, (a) A person leasing state land for a gas storage facility other 

than a gas storage facility subject to AS 38.05.180(u) may request an exemption from 

lease payments as provided in this section. The exemption is applicable for the periods 

described in (b) o f this section.

(b) The exemption is available for the calendar year in which the gas storage 

facility commences commercial operation and for each o f the nine calendar years 

immediately following the first year o f commercial operation. However, an exemption 

is not applicable for the calendar year after the facility ceases commercial operation or 

for any subsequent calendar year.

(c) The lessee shall provide the director with any information the director 

requests to determine whether the lessee qualifies for the exemption.

(d) Information related to state land leased for a gas storage facility qualifying 

for the exemption in this section is public information and may be furnished to the 

Regulatory Commission o f Alaska. On request, the director shall provide the name o f 

each person using state land leased for a gas storage facility, the years for which an 

exemption was granted, and the amount o f the exemption.

(e) A person receiving an exemption for a payment under this section that 

contracts to store gas for a utility regulated under AS 42.05 shall reduce the storage 

price to reflect the value o f the exemption.

(f) In this section, "ceases commercial operation," "commences commercial 

operation," and "gas storage facility" have the meanings given in AS 31.05.032.

* Sec. 3. AS 42.05.990(3) is amended to read:

(3) "natural gas storage facility" means a facility that receives natural 

gas volumes from customers, holds the gas volumes in a reservoir, tank, or depleted 

or nearly depleted pool, and delivers the gas volumes to the customer; in this

SSSB 153 -2 -
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paragraph, "facility" includes

(A) all parts o f the facility from the point at which the natural 

gas volumes are received by the facility from the customer to the point at 

which the natural gas volumes are delivered by the facility to the customer; 

and

(B) [A FACILITY CONSISTING OF A RESERVOIR, 

EITHER UNDERGROUND OR ABOVEGROUND, AND] one or more o f the 

following components o f the facility:

(i) pipe;

(ii) compressor stations;

(iii) station equipment;

(iv) injection and extraction wells;

(v) on-site or remote monitoring, supervision, and 

control facilities;

(vi) gas processing plants and gas treatment plants, but 

not including a liquefied natural gas or manufacturing plant or facility;

(vii) other equipment necessary to receive, place into 

storage [THE RESERVOIR], monitor, remove from storage [THE 

RESERVOIR, PROCESS], and deliver natural gas;

* Sec. 4. AS 43.20.046(a) is amended to read:

(a) A person that is an owner o f a gas storage facility described in (b) o f this 

section that commences commercial operation after December 31, 2010, and before 

January 1, 2016, may apply a refundable credit against a tax liability that may be 

imposed on the person under this chapter for the taxable year in which the gas storage 

facility commences commercial operation. A tax credit under this section is in 

addition to any other credit under this chapter for which the person is eligible. 

The tax credit under this section for a

(1) nontank storage facility shall be an amount equal to $1.50 for 

each 1 , 0 0 0  cubic feet o f working gas storage capacity that is certified under 

AS 31.05.032 less any amount o f  credit received under this section taken in earlier tax 

years for that capacity; the [. THE] total amount o f the credit that may be received for
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a single nontank [GAS] storage facility under this section may not exceed the lesser 

o f $15,000,000 or 25 percent o f the costs incurred to establish the gas storage facility],

(2) tank storage facility shall be the lesser of $15.000.000 or 50 

percent o f the cost incurred to establish the tank storage facility [. THE TAX

CREDIT IN THIS SECTION IS IN ADDITION TO ANY OTHER CREDIT UNDER 

THIS CHAPTER FOR WHICH THE PERSON IS ELIGIBLE],

* Sec. 5. AS 43.20.046(b) is amended to read:

(b) A gas storage facility qualifying for the credit in this section

( 1) must have a working gas storage capacity o f at least

(A ) 500,000,000 cubic feet o f gas other than cushion gas for

nontank storage: or

IB) 1.000,000 gallons for tank storage;

(2 ) must have a minimum withdrawal capability o f 1 0 ,0 0 0 , 0 0 0  cubic 

feet a day as certified by the Alaska Oil and Gas Conservation Commission under 

AS 31.05.032;

(3) may not have been in operation as a gas storage facility before 

January 1, 2011;

(4) must be regulated under AS 42.05 as a utility and be available to 

furnish the service o f natural gas storage to the public for compensation; in this 

paragraph, "service o f natural gas storage" has the meaning given in AS 42.05.990; 

and

(5) if  located on state land and leased or subject to a lease under AS 38 

[AS 38.05.180], must be in compliance with the terms o f the lease.

* Sec. 6. AS 43.20.046(d) is amended to read:

(d) A person entitled to a tax credit under this section that is greater than the 

person's tax liability under this chapter may request a refund or payment in the 

amount o f the unused portion o f the tax credit.

* Sec. 7. AS 43.20.046(e) is amended to read:

(e) The department may use available money in the oil and gas tax credit fund 

established in AS 43.55.028 to make the refund o r  payment applied for under (d) o f 

this section in whole or in part if  the department finds that ( 1) the claimant does not

WORK D RA FT WORK D RA FT 27-LS 1187\B
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have an outstanding liability to the state for unpaid delinquent taxes under this title; 

and (2 ) after application o f all available tax credits, the claimant's total tax liability 

under this chapter for the calendar year in which the claim is made is zero. In this 

subsection, "unpaid delinquent tax" means an amount of tax for which the department 

has issued an assessment that has not been paid and, if  contested, has not been finally 

resolved in the taxpayer's favor.

* Sec, 8. AS 43.20.046(h) is amended to read:

(h) If the gas storage facility for which a credit was received under this section 

ceases commercial operation during the nine calendar years immediately following the 

calendar year in which the gas storage facility commences commercial operation, the 

tax liability under this chapter o f  the person who claimed the credit shall be increasedj 

and a person not subject to the tax under this chapter that received a payment 

under (d) of this section shall be liable to the state in the amount determined in 

this subsection. The amount o f the increase in tax liability or liability to the state

(1) for a person subject to the tax under this chapter, shall be 

determined and assessed for the taxable year in which the gas storage facility ceases 

commercial operation, regardless o f whether the gas storage facility subsequently 

resumes commercial operation; [AND]

(2) for a person not subject to the tax due under this chapter, shall 

be determined and assessed as o f December 31 of the calendar year in which the 

gas storage facility ceases commercial operation, regardless of whether the gas 

storage facility subsequently resumes commercial operation: and

(31 is equal to the total amount o f the credit taken or received as a 

payment under (d) o f this section, as applicable, multiplied by a fraction, the 

numerator o f which is the difference between 10  and the number o f calendar years for 

which the gas storage facility was eligible for a tax credit under this section and the 

denominator o f which is 1 0 .

* Sec. 9. AS 43.20.046(i) is amended to read:

(i) The issuance o f a refund or payment under this section does not limit the 

department’s ability to later audit or adjust the claim if  the department determines, as a 

result o f  the audit, that the person that claimed the credit was not entitled to the
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amount o f the credit. The tax liability o f the person receiving the credit under this 

chapter and that is subject to the tax imposed under this chapter is increased by 

the amount of the credit that exceeds that to which the person was entitled; a person 

that receives the credit and that is not subject to the tax imposed under this 

chapter is liable to the state for the amount of the credit that exceeds that to 

which the person was entitled. If the tax liability is increased or a person not 

subject to the tax imposed under this chapter is liable to the state under this 

subsection, the increase in tax liability or the liability to the state bears interest 

under AS 43.05.225 from the date the refund or payment was issued.

* Sec. 10. AS 43.20.0460) is amended to read:

0) A person taking a tax credit under this section or receiving a payment 

under (d) of [CLAIMING A TAX CREDIT UNDER] this section for a gas storage 

facility that ceases commercial operation within nine calendar years immediately 

following the calendar year in which the gas storage facility commences commercial 

operation shall notify the department in writing of the date the gas storage facility 

ceased commercial operation. The notice must be filed with the return for the taxable 

year in which the gas storage facility ceases commercial operation.

* Sec. 11. AS 43.20.046(k) is amended to read:

(k) A refund or payment under this section does not bear interest.

* Sec. 12. AS 43.55.028(a) is amended to read:

(a) The oil and gas tax credit fund is established as a separate fund o f the state. 

The purpose o f the fund is to purchase transferable tax credit certificates issued under 

AS 43.55.023 and production tax credit certificates issued under AS 43.55.025 and to 

pay refunds and payments claimed under AS 43.20.046.

* Sec. 13. AS 43.55.028(g) is amended to read:

(g) The department may adopt regulations to carry out the purposes o f this 

section, including standards and procedures to allocate available money among 

applications for purchases under this chapter and claims for refunds and payments 

under AS 43.20.046 when the total amount o f the applications for purchase and claims 

for refund exceed the amount o f  available money in the fund. The regulations adopted 

by the department may not, when allocating available money in the fund under this

WORK D R A FT WORK D RA FT 27-LS1187\B
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section, distinguish an application for the purchase o f  a credit certificate issued under 

AS 43.55.023(m) or a claim for refund under AS 43.20.046.

* Sec. 14. This Act takes effect immediately under AS 01.10.070(c).
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CS FOR SENATE BILL NO. 153( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SEVENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATORS THOMAS, Coghill

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to an above-ground liquefied natural gas storage facility; relating to 

the tax credit for an investment in an above-ground liquefied natural gas storage 

facility; relating to the regulation o f gas storage as a utility; relating to the powers and 

duties of the director of the division of lands and to lease fees for a liquefied natural gas 

storage facility on state land; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.096. Exemption from rental payments on land leased for certain 

liquefied natural gas storage facilities, (a) A person leasing state land for a liquefied 

natural gas storage facility other than a gas storage facility subject to AS 38.05.180(u) 

may request an exemption from lease payments as provided in this section. The 

exemption is applicable for the periods described in (b) o f this section.

(b) The exemption is available for the calendar year in which the liquefied
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natural gas storage facility commences commercial operation and for each o f the nine 

calendar years immediately following the first year o f commercial operation. 

However, an exemption is not applicable for the calendar year after the facility ceases 

commercial operation or for any subsequent calendar year.

(c) The lessee shall provide the director with any information the director 

requests to determine whether the lessee qualifies for the exemption.

(d) Information related to state land leased for a liquefied natural gas storage 

facility qualifying for the exemption in this section is public information and may be 

furnished to the Regulatory Commission o f Alaska. On request, the director shall 

provide the name o f each person using state land leased for a liquefied natural gas 

storage facility, the years for which an exemption was granted, and the amount o f the 

exemption.

(e) A person receiving an exemption for a payment under this section that 

contracts to store liquefied natural gas for a utility regulated under AS 42.05 shall 

reduce the storage price to reflect the value o f the exemption.

(f) In this section,

( 1) "ceases commercial operation" and "commences commercial 

operation" have the meanings given in AS 31.05.032;

(2 ) "liquefied natural gas storage facility" means a tank that is 

available for the storage o f liquefied natural gas.

* Sec. 2. AS 42.05.990(3) is amended to read:

(3) "natural gas storage facility" means a facility that receives natural 

gas volumes either as gas or liquefied natural gas from customers, holds the gas 

volumes in a reservoir, tank, depleted or nearly depleted pool, or other above­

ground containment structure, and delivers the gas volumes to the customer; in this 

paragraph, "facility" includes

(A) all parts o f  the facility from the point at which the natural 

gas volumes are received by the facility from the customer to the point at 

which the natural gas volumes are delivered by the facility to the customer; 

and

(B) [A FACILITY CONSISTING OF A RESERVOIR,
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EITHER UNDERGROUND OR ABOVEGROUND, AND] one or more o f the 

following components o f the facility:

(i) pipe;

(ii) compressor stations;

(iii) station equipment;

(iv) injection and extraction wells;

(v) on-site or remote monitoring, supervision, and 

control facilities;

(vi) gas processing plants and gas treatment plants, but 

not including a liquefied natural gas or manufacturing plant or facility;

(vii) other equipment necessary to receive, place into 

storage [THE RESERVOIR], monitor, remove from storage [THE 

RESERVOIR], process, and deliver natural gas;

* Sec. 3. AS 43.20 is amended by adding a new section to article 1 to read:

Sec. 43.20.047. A bove-ground liquefied n a tu ra l gas storage facility tax 

credit, (a) A person that is an owner o f an above-ground liquefied natural gas storage 

facility described in (b) o f this section that commences commercial operation before 

January 1, 2020, may apply a refundable credit against a tax liability that may be 

imposed on the person under this chapter or receive the amount o f the credit in the 

form o f a payment for the taxable year in which the liquefied natural gas storage 

facility commences commercial operation. The tax credit or payment under this 

section may not exceed the lesser o f $15,000,000 or 50 percent o f the costs incurred to 

establish or expand the above-ground liquefied natural gas storage facility. The tax 

credit in this section is in addition to any other credit under this chapter for which the 

person is eligible.

(b) To qualify for the credit in this section, an above-ground liquefied natural 

gas storage facility

( 1) must have a liquefied natural gas storage volume of not less than

25,000 gallons o f liquefied natural gas, or, if  the credit is claimed for an expansion, the 

expansion must have increased the capacity o f an existing above-ground liquefied 

natural gas storage facility by more than 25,000 gallons;
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(2 ) may not have been in operation as an above-ground liquefied 

natural gas storage facility before January 1, 2011, unless the tax credit in this section 

is based on the expansion o f  the above-ground liquefied natural gas storage facility 

after December 31,2011;

(3) must be regulated under AS 42.05 as a utility and be available to 

furnish the service o f natural gas storage to customers, utilities, or industrial facilities; 

in this paragraph, "service o f natural gas storage" has the meaning given in 

AS 42.05.990, except that, in this paragraph, the natural gas storage is limited to the 

service o f liquefied natural gas storage;

(4) if  located on state land and leased or subject to a lease under 

AS 38.05, must be in compliance with the terms of the lease; and

(5) must have commenced commercial operation on or before the date 

the person takes a credit under (a) o f this section or applies for a payment under (a) o f 

this section.

(c) To claim the credit or request a payment, a person shall submit to the 

department a certification o f the capacity o f the above-ground liquefied natural gas 

storage facility measured in gallons or the capacity o f an expansion to an existing 

above-ground liquefied natural gas storage facility measured in gallons, the date that 

the liquefied natural gas storage facility commenced commercial operation, the date 

that any expansion to the facility commenced commercial operation, and other 

information required by the department.

(d) A person applying the credit under this section against a liability under this 

chapter shall claim the credit on the person's return. A person entitled to a tax credit 

under this section that is greater than the person's tax liability under this chapter may 

request a refund or payment in the amount o f the unused portion o f the tax credit.

(e) The department may use money available in the oil and gas tax credit fund 

established in AS 43.55.028 to make a refund or payment under (d) o f this section in 

whole or in part if  the department finds that ( 1) the claimant does not have an 

outstanding liability to the state for unpaid delinquent taxes under this title; and (2 ) 

after application o f all available tax credits, the claimant's total tax liability under this 

chapter for the calendar year in which the claim is made is zero. In this subsection,
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"unpaid delinquent tax" means an amount o f tax for which the department has issued 

an assessment that has not been paid and, if contested, has not been finally resolved in 

the taxpayer's favor.

(f) For the purpose o f determining the amount o f the credit under this section, 

the costs incurred to establish an above-ground liquefied natural gas storage facility or 

to expand an above-ground liquefied natural gas storage facility shall be submitted to 

the department with verification by an independent certified public accountant, 

licensed in the state. The volume of working liquefied natural gas storage or volume of 

the expansion to an existing above-ground liquefied natural gas storage facility shall 

be verified by a professional engineer licensed in the state with relevant experience.

(g) A person may not receive a credit under this section for the acquisition of 

an above-ground liquefied natural gas storage facility for which a credit has been 

taken under this section.

(h) If the above-ground liquefied natural gas storage facility for which a credit 

was received under this section ceases commercial operation during the nine calendar 

years immediately following the calendar year in which the liquefied natural gas 

storage facility commences commercial operation, the tax liability under this chapter 

o f the person who claimed the credit shall be increased, and a person not subject to the 

tax under this chapter that received a payment under (d) and (e) of this section shall be 

liable to the state in the amount determined in this subsection. The amount o f the 

increase in tax liability or liability to the state

( 1) for a person subject to the tax under this chapter, shall be 

determined and assessed for the taxable year in which the liquefied natural gas storage 

facility ceases commercial operation, regardless o f whether the liquefied natural gas 

storage facility subsequently resumes commercial operation;

(2 ) for a person not subject to the tax due under this chapter, shall be 

determined and assessed as o f December 31 o f the calendar year in which the liquefied 

natural gas storage facility ceases commercial operation, regardless o f whether the 

liquefied natural gas storage facility subsequently resumes commercial operation; and

(3) is equal to the total amount o f the credit taken or received as a 

payment under (d) o f this section, as applicable, multiplied by a fraction, the
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numerator o f which is the difference between 10  and the number o f calendar years for 

which the liquefied natural gas storage facility was eligible for a tax credit under this 

section and the denominator o f which is 1 0 .

(i) The issuance of a refund under this section does not limit the department's 

ability to later audit or adjust the claim if the department determines, as a result o f the 

audit, that the person that claimed the credit was not entitled to the amount o f the 

credit. The tax liability of the person receiving the credit under this chapter is 

increased by the amount of the credit that exceeds that to which the person was 

entitled. If the tax liability is increased under this subsection, the increase bears 

interest at the rate set by AS 43.05.225 from the date the refund was issued.

(j) A person claiming a tax credit under this section for a liquefied natural gas 

storage facility that ceases commercial operation within nine calendar years 

immediately following the calendar year in which the liquefied natural gas storage 

facility commences commercial operation shall notify the department in writing o f the 

date the liquefied natural gas storage facility ceased commercial operation. The notice 

must be filed with the return for the taxable year in which the liquefied natural gas 

storage facility ceases commercial operation.

(k) A refund under this section does not bear interest.

(/) In this section,

( 1) "ceases commercial operation" means that the above-ground 

liquefied natural gas storage facility fails to add or withdraw 2 0  percent or more o f its 

working capacity o f liquefied natural gas during a calendar year after the calendar year 

in which the above-ground liquefied natural gas storage facility commences 

commercial operation;

(2 ) "commences commercial operation" means the first input o f 

liquefied natural gas into a liquefied natural gas storage facility for purposes other than 

testing;

(3) "liquefied natural gas storage facility" means a gas storage facility 

in which liquefied natural gas is stored in a tank or other above-ground containment 

structure.

* Sec. 4. AS 43.55.028(a) is amended to read:
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(a) The oil and gas tax credit fund is established as a separate fund o f the state. 

The purpose o f the fund is to purchase transferable tax credit certificates issued under 

AS 43.55.023 and production tax credit certificates issued under AS 43.55.025 and to 

pay refunds and payments claimed under AS 43.20.046 or 43.20.047.

* Sec. 5. AS 43.55.028(g) is amended to read:

(g) The department may adopt regulations to carry out the purposes o f this 

section, including standards and procedures to allocate available money among 

applications for purchases under this chapter and claims for refunds and payments 

under AS 43.20.046 or 43.20.047 when the total amount o f the applications for 

purchase and claims for refund exceed the amount o f available money in the fund. The 

regulations adopted by the department may not, when allocating available money in 

the fund under this section, distinguish an application for the purchase o f a credit 

certificate issued under AS 43.55.023(m) or a claim for refund under AS 43.20.046 or 

AS 43.20,047.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).
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ALASKA STATE LEGISLATURE

SENATOR JOE THOMAS

January 18, 2012

Senate Bill 153:

"An A ct relating to a gas storage facility; relating to the tax credit for a gas storage 
facility; relating to the pow ers and duties o f  the A laska Oil and Gas Conservation 

Com m ission; relating to the regulation o f  natural gas storage as a  utility; relating to the 
pow ers and duties o f  the director o f  the division o f  lands and to lease fees for a gas 

storage facility on  state land; and providing for an effective date."

D ear Senator Paskvan,

I respectfully request that you schedule “Senate B ill 153: A n A ct relating to a gas 
storage facility; relating to  the tax credit for a gas storage facility; relating to the powers 
and duties o f  the A laska Oil and Gas Conservation Com m ission; relating to the regulation 
o f  natural gas storage as a utility; relating to the pow ers and duties o f  the director o f  the 
division o f  lands and to lease fees for a gas storage facility  on state land; and providing 
for an effective date." for a hearing before the Senate Resources Com m ittee.

Senate Bill 153 incents the private sector’s delivery o f  low er cost natural gas to 
Interior A laska by extending tax credits available for natural gas storage in Cook Inlet to 
a liquid natural gas trucking project for the Interior. A  new  credit for construction o f  gas 
storage tanks m akes this program  m ore flexible to fit the varying needs o f  gas delivery 
around Alaska. This legislation applies to tanked storage w ith a m inim um  volum e o f  one 
m illion gallons. The am ount o f  the credit is lim ited to 50%  o f  construction costs up to 
$15 m illion. This allow s areas o f  A laska that do not have depleted gas reservoirs 
available, as Southcentral does, to still receive the same m onetary incentive as Cook Inlet 
despite the higher capital costs per volum e involved w ith constructing above ground 
tanks for storing LNG.

Thank you for your attention to this m atter and quick scheduling. I f  you have any 
questions, please do not hesitate to contact m y sta ff m em ber, G rier Hopkins, at 465-3802.

January -  May: State Capitol -  Juneau, Alaska 99801 -  (907) 465-2327 -  1 (800) 336-7383 -  Fax (907) 465-5241 
June -  December: 1292 Sadler Way Ste 203 -  Fairbanks, Alaska 99701 -  (907) 456-8161 -  Fax (907) 456-8163

Senator. Joe.Thomas@legis.state.ak.us

mailto:Joe.Thomas@legis.state.ak.us


SB 153 Testimony

February 9, 2012

B r i a n  N e w t o n ,  C E O ,  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n  ( G V E A )

L u k e  H o p k i n s ,  M a y o r ,  F a i r b a n k s  N o r t h  S t a r  B o r o u g h

D o u g  I s a a c s o n ,  M a y o r ,  C i t y  o f  N o r t h  P o l e

J i m  D o d s o n ,  F a i r b a n k s  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n

D a n  B r i t t o n ,  F a i r b a n k s  N a t u r a l  G a s



L e t  t h e  r e c o r d  r e f l e c t  t h a t  i t  i s ______________ p . m .  o n  M o n d a y ,  M a r c h  1 2 .

L e t  t h e  r e c o r d  r e f l e c t  t h a t  t h e r e  is a  q u o r u m .  P r e s e n t  a r e

Senate Resources Committee
Joe Paskvan, Co-Chair /  March 12, 2012

Let's call the meeting to  order.

o C o - C h a i r  W a g o n e r  - -  e x c u s e d

o S e n a t o r  S t e d m a n

o S e n a t o r  S t e v e n s

o S e n a t o r  W i e l e c h o w s k i

o S e n a t o r  F r e n c h

o S e n a t o r  M c G u i r e

o A n d  m y s e l f ,  S e n a t o r  P a s k v a n

D u r i n g  t h i s  h e a r i n g ,  t h e  C o m m i t t e e  h a s  a f u l l  a g e n d a .

F i r s t ,  w e  w i l l  h e a r  a  b r i e f  u p d a t e  f r o m  S e n a t o r  T h o m a s  a n d  a c c e p t  p u b l i c  

t e s t i m o n y  o n  C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  1 5 3 ,  r e l a t i n g  t o  N A T U R A L  G A S  

S T O R A G E  T A X  C R E D I T / R E G U L A T I O N .  T h e  c o m m i t t e e  c o n s i d e r e d  t h i s  l e g i s l a t i o n  

d u r i n g  t w o  p r e v i o u s  h e a r i n g s  -  o n  F e b r u a r y  9  a n d  M a r c h  5 .  I f  i t  is  t h e  w i l l  o f  t h e  

C o m m i t t e e ,  it  is  m y  i n t e n t  t o  m o v e  C S S B  1 5 3  f r o m  t h i s  c o m m i t t e e  t o d a y .

W e  w i l l  a l s o  h e a r ,  f o r  t h e  f i r s t  t i m e ,  f o u r  o t h e r  p i e c e s  o f  l e g i s l a t i o n :

• S B  1 2 3  A l a s k a  M i n i n g  D a y  ( b y  S e n a t o r  G i e s s e l )

• S B  1 5 9  S u s i t n a  S t a t e  F o r e s t  ( b y  S e n a t o r  M e n a r d )

• S B  1 8 1  C l o s i n g  C e r t a i n  L a n d  t o  M i n e r a l  E n t r y  ( b y  S e n a t o r  G i e s s e l )

• S B  2 0 5  C h i n o o k  R e s e a r c h  a n d  R e s t o r a t i o n  E n d o w m e n t  ( b y  S e n a t o r  O l s o n )

It  is  m y  i n t e n t  t o  h e a r  f r o m  t h e  b i l l  s p o n s o r s  a n d  i n v i t e d  t e s t i m o n y ,  a l l o w  f o r  

C o m m i t t e e  q u e s t i o n s ,  a n d  t h e n  s e t  t h e s e  b i l l s  a s i d e .  W e  w i l l  b e g i n  p u b l i c  

t e s t i m o n y  o n  t h e s e  b i l l s  W e d n e s d a y  a n d  F r i d a y .

W e l c o m e ,  S e n a t o r  T h o m a s  ( a n d / o r  G r i e r  H o p k i n s ) .



Senate Resources Committee 
Joe Paskvan, Co-Chair 

Monday, March 5, 2012

[ A f t e r  H B  1 8 5 ,  S e n a t o r  W a g o n e r  w i l l  t a k e  a n  " a t  e a s e "  t o  p a s s  t h e  g a v e l . ]

T h e  S e n a t e  R e s o u r c e s  C o m m i t t e e  f i r s t  h e a r d  S e n a t e  B i l l  1 5 3 ,  r e l a t i n g  t o  N A T U R A L  

G A S  S T O R A G E  T A X  C R E D I T  a n d  R E G U L A T I O N ,  o n  F e b r u a r y  9 ,  2 0 1 2 .

D u r i n g  t h a t  h e a r i n g ,  S e n a t o r  T h o m a s  p r e s e n t e d  t h e  m e r i t s  o f  t h e  b i l l  a n d  

s u p p o r t i v e  t e s t i m o n y  w a s  p r o v i d e d  b y :

• B r i a n  N e w t o n ,  C E O ,  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n  ( G V E A )

• L u k e  H o p k i n s ,  M a y o r ,  F a i r b a n k s  N o r t h  S t a r  B o r o u g h

• D o u g  I s a a c s o n ,  M a y o r ,  C i t y  o f  N o r t h  P o l e

• J i m  D o d s o n ,  C E O ,  F a i r b a n k s  E c o n o m i c  D e v e l o p m e n t  C o r p o r a t i o n

• D a n  B r i t t o n ,  C E O ,  F a i r b a n k s  N a t u r a l  G a s  ( F N G )

O n  F e b r u a r y  9 ,  t h e  b i l l  w a s  h e a r d ,  h e l d ,  a n d  s e t  a s i d e  f o r  a d d i t i o n a l  w o r k .

T o d a y ,  w e  w i l l  h a v e  a  n e w  C S  b e f o r e  t h e  C o m m i t t e e .

M a y  I p l e a s e  h a v e  a  m o t i o n  t o  b r i n g  t h e  C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  1 5 3 ,  

V e r s i o n  D ,  b e f o r e  t h e  C o m m i t t e e ?

[ M O V E D ]

S e e i n g  n o  o b j e c t i o n ,  V e r s i o n  D  is  n o w  b e f o r e  t h e  S e n a t e  R e s o u r c e s  C o m m i t t e e .

I t  is  m y  i n t e n t  t o  h e a r  t h e  b i l l  s p o n s o r  e x p l a i n  t h e  c h a n g e s  t o  t h e  b i l l  a n d  t h e n  s e t  

i t  a s i d e .  D u r i n g  t h e  n e x t  h e a r i n g  o f  t h i s  b i l l ,  t h e  C o m m i t t e e  w i l l  o p e n  p u b l i c  

t e s t i m o n y  a n d  t h e n ,  i f  i t ' s  t h e  w i l l  o f  t h e  c o m m i t t e e ,  m o v e  i t  t o  t h e  n e x t  

c o m m i t t e e  o f  r e f e r r a l .

W e l c o m e  S e n a t o r  T h o m a s  a n d  M r .  H o p k i n s .  P l e a s e  i d e n t i f y  y o u r s e l v e s  f o r  t h e  

r e c o r d  a n d  p r o v i d e  y o u r  t e s t i m o n y ,  b e g i n n i n g  w i t h  a n  e x p l a n a t i o n  o f  t h e  c h a n g e s  

in  t h i s  C o m m i t t e e  S u b s t i t u t e .



43.20.046. Gas storage facility tax credit.
(a) A  person that is an ow ner o f  a gas storage facility described in (b) o f  this 

section that com m ences com m ercial operation after D ecem ber 31, 2010, and before January 
1 , 2016, m ay apply a  refundable credit against a tax liability that m ay be im posed on the 
person under this chapter for the taxable year in w hich the gas storage facility com m ences 
com m ercial operation. The tax credit under this section shall be an am ount equal to $1.50 for 
each 1,000 cubic feet o f  w orking gas storage capacity that is certified under AS 31.05.032 
less any am ount o f  credit received under this section taken in earlier tax  years for that 
capacity. The total am ount o f  the credit that m ay be received for a single gas storage facility 
under this section m ay not exceed the lesser o f  $15,000,000 or 25 percent o f  the costs 
incurred to establish the gas storage facility. The tax credit in  th is section is in addition to any 
other credit under this chapter for w hich the person is eligible.

(b) A  gas storage facility qualifying for the credit in this section
(1) m ust have a w orking gas storage capacity o f  at least 500,000,000 cubic 

feet o f  gas o ther than cushion gas;
(2 ) m ust have a m inim um  w ithdraw al capability o f  1 0 ,0 0 0 , 0 0 0  cubic feet a 

day as certified by the A laska Oil and Gas Conservation Com m ission under AS 
31.05.032;

(3) m ay not have been in operation as a gas storage facility before January
1,2 0 1 1 ;

(4) m ust be regulated under AS 42.05 as a utility and be available to 
furnish the service o f  natural gas storage to the public for com pensation; in this 
paragraph, "service o f  natural gas storage" has the m eaning given in AS 42.05.990; and

(5) i f  located on state land and leased or subject to  a lease under AS 
38.05.180, m ust be in com pliance w ith the term s o f  the lease.

(c) To claim  the credit, the person shall subm it to the departm ent a copy o f  the 
certification o f  w orking gas storage capacity and w ithdraw al capability issued under AS
31.05.032, the date that the gas storage facility com m enced com m ercial operation, and other 
inform ation required by the departm ent. A  person applying the credit against a liability under 
this chapter shall claim  the credit on the person's return.

(d) A  person entitled to a tax credit under this section that is greater than the 
person's tax liability under this chapter m ay request a refund in the am ount o f  the unused 
portion o f  the tax credit.

(e) The departm ent m ay use available m oney in the oil and gas tax credit fund 
established in AS 43.55.028 to m ake the refund applied for under (d) o f  this section in whole 
or in part i f  the departm ent finds that ( 1) the claim ant does not have an outstanding liability 
to the state for unpaid delinquent taxes under this title; and (2 ) after application o f  all 
available tax credits, the claim ant's total tax liability under this chapter for the calendar year 
in  w hich the claim  is m ade is zero. In this subsection, "unpaid delinquent tax" m eans an 
am ount o f  tax  for which the departm ent has issued an assessm ent that has not been paid and, 
i f  contested, has not been finally resolved in the taxpayer's favor.

(f) For the purpose o f  determ ining the am ount o f  the credit under this section, the 
w orking gas storage capacity on w hich the credit is based shall be the capacity certified by 
the A laska Oil and Gas C onservation Com m ission under AS 31.05.032.



(g) A  person m ay not receive a credit under this section for the acquisition o f  a gas 
storage facility for w hich a  credit has been granted under this section.

(h) If  the gas storage facility for w hich a credit was received under this section 
ceases com m ercial operation during the nine calendar years im m ediately follow ing the 
calendar year in w hich the gas storage facility com m ences com m ercial operation, the tax 
liability under this chapter o f  the person who claim ed the credit shall be increased. The 
am ount o f  the increase in tax liability

( 1) shall be determ ined and assessed for the taxable year in which the gas 
storage facility ceases com m ercial operation, regardless o f  w hether the gas storage facility 
subsequently resum es com m ercial operation; and

(2 ) is equal to the total am ount o f  the credit taken m ultiplied by a fraction, 
the num erator o f  w hich is the difference betw een 1 0  and the num ber o f  calendar years for 
w hich the gas storage facility was eligible for a tax credit under this section and the 
denom inator o f  w hich is 1 0 .

(i) The issuance o f  a refund under this section does not lim it the departm ent's 
ability to later audit or adjust the claim  if  the departm ent determ ines, as a result o f  the audit, 
that the person that claim ed the credit was not entitled to the am ount o f  the credit. The tax 
liability o f  the person receiving the credit under this chapter is increased by the am ount o f  the 
credit that exceeds that to w hich the person was entitled. If  the tax liability is increased under 
this subsection, the increase bears interest under AS 43.05.225 from  the date the refund was 
issued.

(j) A  person claim ing a tax credit under this section for a gas storage facility that 
ceases com m ercial operation w ithin nine calendar years im m ediately follow ing the calendar 
year in  w hich the gas storage facility com m ences com m ercial operation shall notify the 
departm ent in w riting o f  the date the gas storage facility ceased com m ercial operation. The 
notice m ust be filed w ith the return for the taxable year in w hich the gas storage facility 
ceases com m ercial operation.

(k) A  refund under this section does not bear interest.
(1) In this section, "ceases com m ercial operation," "com m ences com m ercial operation," 

"gas storage facility," and "working gas storage capacity" have the m eanings given in AS
31.05.032.
H istory -
(Sec. 12 ch 16 SLA 2010)
Effective Date N otes -

Section 22, ch. 16, SLA 2010 m akes this section effective M ay 13, 2010, in accordance 
w ith AS 01.10.070(c).




