
1  111 T H E  HOUSE ' B Y  MESSRS* MCNABB AND GREUEL

° HOUSE BILL NO. 186

5  IN f m  LEGISLATURE O F  THE TERRITORY O F  ALASKA '

4 TWENTY-THIRD SESSION

P . A  BILL '

5  For m  Aot entitled: "An Act to declare the policy of the Terri-r

9  4 tony of Alaska in connection with temporary

8  industrial tax incentives; to determine

$  which operations shall be eligible to the

2-® benefits o f  this Aot;‘ to define the nature,*

-I extent end scone of the temporary tax .

^  incentives provided for hereunder; to

authorize the Board o f  Administration to 

“̂4 • grant such temporary tax incentives,'to

** revoke grants in oertain cases and to. make

suoh rules and regulations as may be neces- 

eary for suoh purposes; and to forbid oer-’

* tain activities and to punish the perform

^  manoe thereof b y  fine or imprisonment or

^  both and b y  retroactive revocation O f  the

^  tax incentive benefits obtained under this

' Act; repealing Chapter 33, SLA 1963,.t 

2 5  P B  I t  ENAfTFB S3T THE LEGiSlAlBRE OF THE TERRITORY OF ALASKA t •

©edition X p E W ’PTICNS, .* ...*

Ca) Exempted business Is exempt from income tax upon 

** it# industrial dsveloDnent income derived during the ten years

following the date of the commencement of "its operations as

determined b y  the Board of Administration or its designee, •here— * 

29 inefter referred to as the Board, .



(b) Th&_joroperty of exempted business used' in the 

development, orgfinlzatlon, construction, establishment or opera- * 

tiott of the activity vhioh gives rise to the exemption as well 

end personal property devoted to industrial development, shell not 

b e  subject to Territorial or municipal taxes on real end personal 

property for the periods set forth below and which shell be 

counted frojs the first of Jariusry;pf the year in which the 

exempted business commences its operations whenever said business 

owns as o f  that date such property or utilizes property devoted 

to industrial development* o r  in oases to the contrary, sdoh
w ' *

periods shall b e  oounted from- the first of January of the year 

following the y e a r  in which the exempted ■business aoromenoes the 

activities that Rive rise to its exemption* •

(1) When the Investment in real or personal pro-
t

party is not grestsr than $1,000,000 -  5 years.

(2) When suoh investment exceeds $1*000,000 but 

* not $3,000,000 - 0 years for the whole investment. •

(3> When such investment exceeds $3,000,000 but 

not $5*000,000 -  7  years f o r  the whole investment.

(4) Wh e n  suoh investment exceeds $5*000,000 but 

not $7*000,000 —  8  years f o r  the whole investment

(5) When suoh investment exoeeds $7,000,000 but 

not $10,000,000 *» 9 years for the whole investment, *

. (6) When suoh investment exceed a $10,000,000’

10 year© for the whole investment* 1

When en exempt business utilizes real or personal pro­

perty owned by it as well as property devoted to industrial 

development income, the preceding schedule shall apply on the 

investment cade on its owrt property and separately end lndepenr



.%

4*

6*

6*

7*

6*

%

to*

11,

12*

13*

I*

!*

10*
*

17*

ie.

so.

m.

25*

23,

dently upon the Investment made on property devoted to industrial 

development*

• -y the preceding schedule. shell spply first to the original

investment* Vithin 30 days following the end of the fifth, yfear 
» *

off the exemption,.the exempted business shall submit to the Board 

e eworn statement off the investment made up to that date in real 

tmi pereonal property owned by it* A similar statement shell be • 

prepared and submitted by the owner off property devoted to indus­

trial development* The Board shall verify the correctness off 

BUOh statement within 60 days following the filing thereof* Once
m

1 **
the amounts off sueh investments have been verified in this manner, 

the Board shall determine and shall advise the corresponding, 

beneficiary off the period of exemption readjusted vhioh results
■’’w ■ ■

from the total investment in eaoh off suoh two classes off property
I ■

st the end off said period off five yeaye* This procedure of the 

readjustment shall be repeated, if found necessary, et the end 

of the seventh year and at the end of the tenth year of the • 

possible duration of the exemption. ' •

(o) Exempted, business shall not be subject to license / 

fees, exQieee or other taxes levied by the Territory or any poli*- 

tioal subdivision thereof, for a period of ten years from the 

date when the business begins its operations as certified to by 

the Board.

(d) In the oaae of an exempt busine.ss vhioh ie a oom- 

mereial hotel* the. exemptions granted under this seotion shall be 

limited to 80 percent of the taxes xeferred to*

(e) In oaee the exempt business had commenced its
Jft

operations on.or before the filing of the corresponding applioa*- 

tion for tax exemption* the periods of exemption to vhioh reference

-3-r * •
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1 Is'made itt paragraphs (a) and (e) hdreof shall be dountad fron
♦v *

8 the date whan the application for tax exemption was filed;
" ■ t

3 Seo# 8• DEFINITIONS* For the; purposes of this Aot words

4  and phrase# shall have the following cleanings, unless other

5 aaanlnga. tam apparent from the oorttext:
*  * #  i

6 (aj •‘industrial development income* shall hei •

f (l) The not inoono derived from tho production of
• r , i

8 a maUfaCturod produdt that gives rise to the exemption of

8 att exempted business Under paragraphs lj 2 and 3 of Seotion
ft

m  2<«) *
* *

11 (2) Tho net inoono dorivod undor paragraph 4 of

18 Sootion-2(d),

IS • (3) The net inoono dorived from the oporation of

14 hotels under paragraphs 5 and 0 of Soption 2(d)*

1# (hr) Tho term •‘property devoted to industrial dovelop-

13 , nent* r.oansf

Vf (l) Real property, including land and improvements,’

18 or any portion thoroof whloh has boon constructed or installed

18 on or after tho effective dato of this Aot, either by private

20 persons or any government dopartmont, political subdivision/
*  I s

21 agency or Instrumentality* to be leased or othorwise placed

22 at the disposal of an oxenpted business provided and so long ■

23 a# it io used for the developnent, organization, construction,

24 oitablishmont or oporation of an exempted businoss; providod,

25 that, vhonover land is ownod by a person other than-tho per-*

£3 son who owns, construct# or installs the improvements thoro'on,

28 both such land end improvements shall bo property dovoted to

28 industrial dovolopnont when leased or othorwise made available

28 to an oxemptod business for the purposos above indicated*
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1 (Z) A ll oqulpaent or machinery belonging to
3 private persona or a government department, p o litica l eub-
3. d ivision , agency or instrumentality, necessary or convenient
4 to and installed  or otherwise need under a contraot of lease,

t n , *

5 use* usufruct or any other kind of contract, by an exempted;
8 buaineooj provided -whenever the supplier i s  a private person*
T such equipment or machinery i s  made available by a supplier

*
8 normally engaged in  making such machinery and equipment
3 available under terms other than by *saie«

13 (a) "Exempted business8 means a business established
11 or proposed to be established in  Alceka by a natural or a r tif ic ia l
12 percan and tjhlbh i s  an e lig ib le  business and has been declared
13 exempt by the Beard*
M fhe Board may in  any case refuse any application, hotl
lb  withstanding the e llg lb lity  of tho product or property under any 
1© o f the preceding prcviciona, i f  i t  shall find, in  the ligh t of. the 

fa c ts submitted. for consideration in  the procepdings provided by. 
1© th is  Act, and after the applicant has had the opportunity to moke 
12 * fu n  presentment with respect to  the questions in dispute, that

4

20 the application i s  in  con flict with the public interest of the
21 Territory of Alaska on the ground that the applicant has not boon
22 organised in Goad fa ith  in  view of the type end the reputation
23 9f  the tJoroono co.Tstituting cane* the plans and' methods for
2^ raining funda* the plane and rotbodn of distribution and sale of 
23 the product or products to be manufactured, the nature and 
2® intended tic® or ouch product or products, and any other factors 
2^ which reasonably indicate n likelihood that the grant of the 
2® exemption would be nicuced to the prejudice of the interest o f - the
** people of the Territory of Alaska, and that, consequently* the

. 1
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4

*+f\

X  publid interest of the Territory of Alaska vould be adversely 

0. affected by euoh grent* •

5# Cd) The term “eligible business" shell mean:

4 Cl) Any industrial unit having as its object the
f ‘ ’

Si production on a oomma'roial sosle in Ala eke of any manufac-.

6. tured product vhioh vas not produced on a oomraerolal eoale

‘ prior to the effective date of this Aot, end for vhioh there
•4

8,\ " vere on that date in Alaska no produotion facilities

9* qapable of the produotion of that manufnotured produot on a

©oamoroiaX eoale, ,*  f
(2) Any induotrial unit established after the 

effeotivenese of this Aot, having as its objective the • 

produotion on a oommeroial scale in Alaska of any designated 

article, and vhioh, in the judgment of the Board:

IS, (1) is established in good faith and vith a

permanont oherpatorj and

(11) pfoduoee, or vtll produce, on a sustained
* *

basis, vtthln a reasonable period of time, a Substan-

19, tipi amount of one or more designated articles pddir-
?• *

tional to the amount of the same articles theretofore 

being produced by other industrial units in operation 

22,' in Alaska; provided, that in determining the pmount

of the produotion in Alaska of suoh articles, the 

Board shall use the average produotion in Alaska of 

suoh articles fop the three calendar years immediately 

26 preceding the effective date of this Aotr

(5) Any industrial unit established prior to the 

enactment of this Aot, engaged in the produotion of a. desig­

nated artiole in Alaska on a oommeroial scale,

H ,3, # 16 S



(A) tax exemption has been eranted to a 

ttev industrial.unit under the terms _ of this Aot, to 

produce the cane designated article, end-

CitJ- the nev industrial unit has begun pro­

duotion on a commercial scale. •

(4) Any property devoted to industrial develop-



(5) Any tourist hotel operated in Alaska under 

conditions of sanitation and efficiency acceptable to the

Alacka Department of Health*.-

(6) any commercial hotel operated in Alaska under 

conditions of sanitation and efficiency acceptable to the 

Alaska Department of Health.

(7) Tho board may, in the exercise .of sound dis­

cretion , refuse tho tax exemption in any of the Cases
*

enumerated in paragraphs (1), (2) and (3) of this subsection 

(d}, if, in its judgment, the commodity produced or to be

produced by the applicant vri.ll, because of its use or other
*  ' .. -  *

fcetera, displace, or, with a substantial advantage by rea-
*  '

a?n of tho tax exemption, ccmpeto with1t_c"imnodities produced
*  , %

I

by industries established in Alaska, or that the exemptions 

will jeopardise the fin'neiai condition of any political 

subdivision} provide*, h.-waver, that notwithstanding the
l ■ '

fires'ing, the Bvirl may gr^'nt the tax exemption when, 

in its judgment* the eligible petitioning industry is of 

a o.ubstnntiel benefit to ttu, general ocomimy of Alaska on 

tho sc,re cf anticipated subat'-utial increases in produc­

tion supply markets outside Aleoka, or to supply an 

‘ existing demand in Alaska v;hich has nvfe boon previously 

GUpalicl in cubatanti* 1 Quantities, and in view cf the 

investment, technology an* new j.bs involve'1. In granting
■ ;t

tax oxcapti:-n to any industry undor such circumstances, the 

fteard rr*y| ai petition cf an interested party filed prior . 

to tho final finding heroin previs’od, grant said exemption • 

to these ether existing industries which manufacture such 

similer ccnmwditios whica, in its judgment, will stand 

186 -7-



1 substantially affected by the substitution or competition 

g  to which this paragraph, refers,

5 (3) In the ease of an application filed under

4 Seotidh 2(d)(1) of this Aot, if the Board determines that a

5 former exemption for the same product, granted under Seotion

6 2(d)(1) of this Aot, was granted under circumstances likely . 

?  to give riQQ later to a substantial question as to whether

8 or aot the product should have been considered as a now.

8 product within tho provisions of qaid section in view of a 

10 further conoideration of all available data with respect

IX to production and produotion facilities and tho nature of

10 tho differences on which the former exemption was granted-,

15 any grunt of exemption on such a  petition shall be effective

14 for a tarn which ahall expire not later than tho latost — ^

15 tcriinh .ion date of any exemption in force with respect to 

18 the asu® product* and ohull inoiudc the same tax.exemption 

I1? privilege ra *>ra nrovidrd in ouoh grant in forcoj provided,

18 however, that nothing heroin provided shall, prevent tho

13 Board frea finding that thn application is eligible oh other 

SO grounda*.
>' *

01 * (cl Tho term “designated articles" includes any or

3? tho following articles or buolnoesos:

08 (!)• Iiunbsr

34 (2) Plywood

OS (3) Chemical gre&o pulp

28 * (4) Newsprint • '

p1? (Sj Ores which have been .processed or refined
*  * «

53 (6) Petroleum products

83* (?) Handicrafts



Agricultural products
*

(9) Manufactured articles from fur or native
m

skins .

(10) Bpedial fish products su'ch as crab, shrimp,

and olaan
•* . *

(11) Furniture, but not the more assembly
* *

thereof
- "*

(12) Frcduats of slaughtering operations,

including the products of packing houses that use the pro* 

ducts of slaughtering oporation as raw material \

(13) Other related articles and businesses.
* s.

(f) The term “hotel*1 means any building or group of 

buildings properly and bona-fide devoted to the furnishings of 

accommodation of pay, primarily to transient guests, in which no 

leoc than fifteen rooms are furnished for accommodation of suoh 

guoats, and having eno or more dining rooms where meals are 

served to tho general public* provided such facilities are 

operated in Alaska under conditions and standards of sanitation

and efficiency acceptable to the Alaska Department of Health.-
*

Betels cro divided' m  follows s

(l) Tourist Hotels. The term “tourist hotel* 

means a hotel operated primarily in the interest of the 

tourist trade and which shall have as ah integral part 

thereof, within the limits of the hotel site, and. in pro­

portion to ita maximum accommodation facilities, one or 

more of the following typical tourist attractions: Hiking,•

gena courts, or other outdoor sports, provided the hotel
*

operation is doyotod efficiently to serving its guests with 

such facilities*



•  •

«

I

*

1 (2) Commercial Hotel. The term "commercial

2 hotel* noanc any hotel as herein defined which ie not a ■

3 teuriot hotel#

ft (g) The term "manufactured product" means not only

5 all products transformed from ran materials into artioies of

6 commerce finished by hand or machinery, but any produot with

? respect to which substantial induotrial operations ore undertaken

8  in Alaska which, in tho judgment of the Board, merits treatment

9 m  a  manufactured produot within the scope of this law because

1® of the nature and extent of such operations* or the technology

11 involved* the employment provided, other contribution made or

12 to be mad# by tho operation to the welfare of the Territory of

13 Alaska, or any otto or more of suoh fcj*torcj; provided, however,

1ft that tho operation shall be carried out substantially as originally

15 represented by tho tax exemption petitioner, except as the

16 tax exemption grant nay be otherwise modified by the Board in
* >

I1? it a discretion upon appropriate petition of the grantee#. The

IS Board shall have authority to draft regulations .governing the

. IS application of tho foregoing definition, and such regulations

25 shall have tho force of law, and shall be published in one or
A

21 more newspapers of general circulation in Alaska# The produotion
ft

22 obtained from mining operations shall not be considered a nnnur.

23 featured product unions benefiolated or otherwise substantially 

2ft processed in Alaska directly by the producer or by an independent

• 25 enterpriot, '

26 Ch) The term "industrial.unit" means any plant, fac-

2? tory, machine or machine ensemble having a oapaoity of performing 

28 the major fuRatione^involved in the production of a manufactured 

2f product on ft cennjsrciaX coale* • # .



(1). A plant | factory , machine or machine ensemble 

way be conaidorad as a separate industrial unit viithin the 

maoning ef this Act, ovon though it may use, in common, with 

stfcor industrial units, certain minor facilities such as, 

hut without limitation, sections of buildings, power plants,'
i I

warehouses* ratorial conveyors or other miner production 

facilities*

(2} A plant, factory, machine or machine ensemble
■ ■ • r '

may bo c.noidercd as a separate industrial unit within the 

sespo this Act* oven though it may use, in cemrarn with -

other industrial units, certain major facilities, provided
*  «

tho Board authorizes tho use of such facilities in common*

Tho Board may grant such authorization whenever it deter** 

mines * after consulting with the Commissioner cf fcines and 

tho Alaska doa urea Development Br*rd, that such use in 

common, is necessary or c nvcnient for the development of
i V  ^

tho ocanvny an’’ welfare • £ the Territory of Alaska because:
1 *

# (1) it will provide in either or both indus­

trial units increased .pportunitios for viork, and
/  i

(ii) It will add substantially.to the Terri** 

tary*® net inctme, anil
i

(iii) it will redound in d substantial
+  *

investment in equipment, machinery and supplies, com­

parable to the investment in the original unit,. less * 

tho value of the facilities to be used in common.

(3) In the c<aocs referred to in paragraphs (1)
./ i

oxkt (8) sf this subdivision, the tax exemption enjoyed by 

the induotrial unit which provides facilities to be used in ‘ 

C3«n?Ji h * other industrial units, shall hot extend over.



•  •

% longer period© than thoso prescribed In Section 1 of this.

n Ast «ith respect to the facilities so being used in common,
* *  .  ■

3 ^hore the industrial unit providing facilities to bo

4 used in ©emmon by other induotrial units pursuant to paragraphs

5 Cl) and (2) of this subdivision doos not enjoy tax exemption; but
* t

6 euch exemption has boon obtained by the unit or units using suoh 

*f facilities* tho Board may grant tax exemption with regard to;

£J such facilities pursuant to the provisions of this Act; provided,

* hQ^evori that the tax exemption in this oasc shall bo limited to

I*! a part of the value of such facilities and of tho compensation 

11 received for thoir uoc, in proportion to the use mod© of suoh _ 

If faatllitiea by the industrial unit or units enjoying tax 'exemption,ft T* •
V* the determinant factors of such usr- being, among others; space

ft
V  aeeupisdi time.and nature of ueo, and importance it bears on the.

IP industrial unit or unit© using such factilitos. ,
*

1Q “ (i) The term “production on a commercial scale“ moans

V* production for m % a  in the nnrlc-t in the normal oourso of busi- 

19 neon In quantities and at ■oricee vMchJustify the operation of 

If an induotrial unit as a going business. •

ft© (j) fhc other terms employed heroin, unless otherwise

ox apcoifieaiiy provided; shall have tho.sarao moaning as in a similar 

eo context la the tax law© in force in Alaska and the regulations

iooued thereunder* - .

^  8ca» 5*. DlStEttSBilOK, ' ■

of* (a) The distribution© nt dividends and profits by a

o“ csrp^rati^h or partnership' that is an oxbmpted business, if made 

w? within 15 year© of the. commencement vcf operation© of such exempted 

*** buaineca, and if made from industrial dovolopmcnt income derived., 

during the firot seven years of its operations covered by tho•

—12—
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1 exemption* shall be- exempt from income tax in the same proportion

2 in 'which such industrial development income is: exempt from taxes

3 in favor of tho- exempted business in accordance with the provi-

4 Dions of Section 1 of this Act*

5 (b) Any distribution of dividends made by a corpora-

6 feion exempted horoundor from payment of taxes shall be considered 

?• as made from gains or profits exompted from taxes under this-Act,

8 provided on the d-te of distribution tho latter does not exceed'

§ the undistributed balance of such.gains or profits,

10 In tho cases of corporations which, on the effective

11 date of thoir tax exemption hereunder, have accumulated a  surplus,
* + '

12 dividend distributions made on, and after said date shall be con- • 

11 sldarod'ad cssdo from tho undistributed balanc'd of Said surplus,
t

14 but after tho lsttar is exhausted by virtue of such distributions

15 tho provisions of the preceding paragraph shall be applicable,

16 {©} Ko profit or loss shall be 'recogniaed if the shares

If1 of a tax-exempt cornerstion, which Have boon acquired through •

purchrao or otherwise, are sold or exchanged on or before the 

termination datu of the tax exemption granted to the corporation.

^  Profit or loss shall be recognised if the shares of a

® tax-exempt corporation which hrvc been acouired by purchase or 

©thorKico| arc sold or exchanged after tho corporation's exemp­

tion termination date, Tho profit derived from tho sale' or other 

disposition of such shares shall bo the surplus of the- amount 

25 received in such sale or disposition over the baso established 

by subdivision (d) of this section, and the loss shall be the 

0X0050 of said bnso over the amount received, but. shall be recog- 

nisod up to the limit provided by the Territorial income Tax Act 

in fore a on tho date when the transaction takes place. 
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\

1 (d} To determine tho profit or loss derived from tho
* * ' 4

2 calo or ether deapooition, made after the exemptioh termination

3 date, of shares of a tax-exempt corporation, vhioh shares have
*  •

4 been acquired through purchase or otherwise before the corpora* <* 

6* tion*« exemption termination date* the larger of the following

$ bases shall bo used! ' ■

V (1) The value of such share on the exemption *

8 termination date according to the boohs of the corporation

- 0 leas the amount of any tax-exempt distributions received on
* • r10 said shares a.’ter said date, or

11 (2) the cost of said shores, less the amount of

IS any tnxlexexpt distributions roooived on same before and

13 after tho exemption termination date* « .

1# 80s, 4, OTttfiftSIWr op EXEKPTED BUSINESSES.. If on or

IS before tho eviration of tax exemption of any exempted businoss 

IS any property* including money, is roooived by a donestic or

I1? foreign corporation (horein call'd tho transferee) on complete .
- ' *

1® liquidation of euch exempted business (herein called the transl >

19 foror ) no income tax shall bo assessed on or be paid by the
$  *

£3 transferor or tho transferee with respect to such liquidations, .

21 only if*- v

22 (a) Tho transferee wqo on the date of adoption of tho
h ’

23 liquidation plan, and has continued to bo at all times, until

2jt the resoipt of tho property pursuant to said, plan, the owner of
i

2® at loaot 130 percent, of tho total ccmbinod voting power of all
s . . .

2® Classes of voting stock, and tho owner of at least 80 percent of

v? all other olnoooo of etcok (except non-voting stock whioh is
* ‘

28 limited and preferred no to dividends)? and
■* . *

2® (b) All. the said property was received by the transl

«B # 196 1141
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1  ferae pursuant to the said liquidation plan,- on or prior to tho

2 exemption termination date? end „

3 (e) Tho distribution in liquidation by the transferor,

4 whether at one time or form time to time,* was made by the tranef 

6 fsror in complete eanoollation or redemption of an. ,©f its

6  ospital stoek* . ' „ _

T No income tax shall bo assessed on or bo paid by the

6  transferor, whether or hot the transferee assumes any liabilities 

9 or obligations of tho transferor or reooivoe suoh property sub!

10 Joct to any liability or obligation of tho transferor,
- *

11 If tho exemption of a transferor oorporation hereundeZL-
b  * *

12 shall be terminated prior to the exemptioh termination date, a

13 turn equal to tho earned surplus, of the transferor oorporation as

14 of the ond of the fiscal year of the oorporation in which, the
*

1® termination becomes effective, may bo transferred by the trans*
a  *

16 foror to tho transferee Uhdor the clroumstanocs described herein!
’ *

IT before undor (a) and to), at any time thereafter without, assess! 

lament of inoomq tax on tho transferor or on the transferee^

10 except in the oases of mandatory rovocption under Sections 6(b)

20 and 6 of this Apt when no tax-free liquidation shall be allowed

21 in accordance with the provisions of this Section 4, ’

22 After the expiration of tho exemption of the transferor,
M £

2® a ium oqi sal to tho capital and the earned surplqa of the trans!

24 fordf as of said date, may be transferred by the ^dnsforor" to 

2® the transferee under the circumstances described under the fore! 

26 going (a) and (c), at any time thereafter, without assessment of 

2T income tax therefor on the transferor or the transferee,

28 By *earned surplus9 off the transferor shall be undozy t

29 stood the earned surplus according to the books of the traneferor, 

HI # 1 6 6  !1B!



1 doteminad in accordance *dth.generally-accepted accounting

2 prlncipleo, but the amount thereof shall not be larger, save by*
• j

m  - s

5 the amount of tho moons tax exemption and all other tax exempt

4 tiono granted horoundor to tho transferor, than tho amount in

5 caoo the transferor had in fact, boon subject to tax undor tho 

0 income tax provisions and all other tax lava in foroo during tho

7 exemption period, _

0  In the ovent of a liquidation undor tho olrounstanoos

2 described in this Section, tho base of tho property to tho trans-

10 ferae on, subaoquent disposition by tho transforoo and tho base

11 for allowance for depreciation'or depletion, shall bo tho adjusted

12 bed® of the propory, pursuant to tho provisions of• tho inoono 

15 Tax law in foroo, plus an anount equal to the earned surplus of

14 the transferor at tho beginning of tho liquidation* Suoh surplus

15 shall be allocated to tho sovoral proportios subjoot to doprcoia- 

15 tiott or depletion transferred in accordance with thoir rospoctivo 

17 adjusted bncoe at the beginning of tho liquidation.

IB Sees, 5. ADZmilSTHATXOH. ■ - -

10 (a) Application*. Any natural or artificial person

20 who hai eatablished or proposes to establish in Alaska an oligible 

81 buoincsa, nay apply to tho Board for tho benofits of thiB Act.

22 The grants of tax exemption under this Aot shall bo considered 

20 in tho nature of a oontraot between tho grantee and tho Torritory • 

84 of Alaelsa* The Board may inoludo in grants of tax exemption - 

2S horaundor suoh t o m s  and conditions as in its. judgncnt will fur*

25 thcr tho purposes® of Industrial dovclopnont of this Aot*- 

27 (b) Authority of Board to annolnt Director*

g$ (l) Tho Board Is hereby granted authority to

20 appoint a Director of Industrial Tax Bxonptions.

- K. a* Po. IBS -*l6r
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1 (2) The Director shall appoint the personnel

2 * naeoacnry to carry out the provisions of this Act, The |

J  Director chnll make arrangements for suoh public hearings

6 " no ho nay doom necessary and shall require of all applicants

5 for tax exemption the presentation of suoh evidence as will

5 justify tho exemption applied for. The Direotor or any

7 ether person when the Beard nay designate shall hear the

$ evidence presented in relation to any application for tax

9 exemption; shall have power (A) to summon witnesses and take

I® their testimony as to the facts alleged or in any way

11 related to the tax exemption applied for, and (B) to adnini^

12 otor an oath to any person or persons testifying before hln;_

13 and chnll make a report to the Board oh the evidence adduced,

ifc together with hlo recommendations in the matter,

15 (3) The Board shall draft suoh rules and regula-

16 tishe as it may door necessary to carry cut the purposes of

17 this Act, vhioh rules and regulations shall,’upon their

13 preaulgntlcn, have the force of law, and shall be published
•  *

19 in one or more newspapers of general circulation in Alaska. *

20 Co) Administrative finality. All deoisiens and

21 findingo of the Board under this Act shall be final and no Judi-; 

82 eial or adainlctrntlvo appeal or ether proceeding shall lie

23 against tho anno unless otherwise apeoifloally provided, :

2& (d) Rovocatlan of tax exemption. The Board, after

2< permitting the person to whom the exemption has been granted to 

26 appear and be hoard before it or before any person appointed for 

2f such purpose, who Shall report his conclusions and recommendations

28 to the Board, and upon the reconnendatlcns of the Director, may

23 or shall revoke any tax exemption granted hereunder, as heroin- 

KB#: 186 -17-r



X after provided:

2 (l) Permissive revooaticn. The Board nny decree

3 suoh revocation in the following oases t

ft (A) Wien the person, to when the exemption

5 has been granted fails to comply with any of the obli-

6 gationa imposed cn him by this Act* by the regulations

7 promulgated hereunder* or by the terns of the declera-

8 tion of exemption; .

9 (B) Wien the person to •whom the exemption '

10 has been granted either does not comnencq or fails to

11 complete the construction of the installations necessary

12 for tho produotion of the manufactured products which

13 ho proposes to produce or fails to ccnnence such pro-*

1ft duotion* within the periods fixed for such purposes x

15 in the grant of exemption, which periods nay be ex-*

16 tended by the Board whenever, in its Judgment, just

17 amide exists thbrvfo?*, provided that no period shall ,
■ • . W

18 bo originally fixed in excess of 3 years from the date

19 of exempticn grant for the commencement.of opera-

20 tleno; and . '
P  r

«  J*

21 (0) When the person to whom the exenption

22 has been granted discontinues production cn a conner-
t *

2J oia.l scale or operations in any business eligible under

2ft paragraphs (1), (2), (3)* (5) or (6) of Seotion 2(d)

25 for nora than thirty (30) days without the authorize**

26 tion of the Board, Tho Board shall authorize such

29 discontinuances for periods of more than thirty (30) .

28 days when they are the result of causes beyond the

29 control of suoh person, • •

HBfr 186 -18-
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The permissive rovooaticn shall ho effective from 

the date when the grantoe of the tax exenptiori incurred in
t  T

the fault on whioh the order of revooaticn is predicated* .

(2) Mandatory revocation* X tax exemption

granted hereunder shall be revoked by the Board if it Was
*

*

obtained by falsely or fraudulently representing' the nature 

of the produot or products manufactured or cultivated or t o . 

bo manufactured or'cultivated or the1 nature and extent of 

tho manufacturing or production processes performed or to 

bo performed in Alaska or by falsely or fraudulently repre­

senting that property is cv was to be devoted to industrial - 

development or by faloely or fraudulently representing any 

.other facts or circumstances upon which the exemption grant, 

was predicated in whole or in part* In the event of such 

revocation, all net inccno previously reported as- Industrial 

development inoono as well as all distribution therefrom 

ahall be subject to normal tax and surtax and the taxpayer

shell be deemed to have filed a false or fraudulent return
* *  r

with intent to evade tax, and, therefore, subjeot to the 

ponr.1 provisions of the income tax laws in force in Alaeka* 

The tax due in ouoh case as well as any other taxes thereto- 

fajra exempted and unpaid shall become- due and shall be 

nsaagsad and collected in accordance with the provisions 

of the’tax laws in force. .

Nothing herein previously provided shall affect 

tho tax QXanptic.no granted with respect to property devoted
k

to industrial development which has been leased or in any 

Other nonnor used by a business whose exemption has. been 

cancelled mandatorily, either undor the preceding provisions



•  •

31 or under tho provisions of Seotion 7 hereof, unless it is

2 shown that the lease of utilization was not undertaken in.

3 goof* faith, that is, that at the tine -when suoh property

& ' vno loaned or otherwice node available to the exenpted .

5  buaineoo, the owner or owners thereof had knowledge of the

6 facte that subsequently caused the Mandatory cancellation,

7 Co) Resorts. • * ■

8 (I) Exenpticin application reports. Before

$ deciding on any application for exemption, the Board shpil

first consider the reports- on each application* which shall 

be submitted to it by the Director of the Alaska Resource 

lovolopcient Board, the Ccnnissicner of Hines, the Comnis- 

13 aicnor of Agriculture, and suoh other executive heads of

the Territorial Government as the Board nay doen proper. 

Suoh reports shall be made by the seift government executives 

Within the tern the Board nay, in its discretion, fix for *

17 the filing of ouoh repents. In the event that any report

18 ie net submitted by any of said government exooutives 

.within the tine eo fixed by the Board, the Board nay dis­

pense with the report of suoh executive and apt upon tho

21' application for exemption,.
**

22 (2} other reports. Any natural or artificial

person covered by the benefits of this Act shall be under 

obligation to present to the Board, within 75 days after the 

close of the grantee*s fiscal year, a complete list and a 

correct valuation af all real and personal property declared 

37 tax-exempt under the provisions hereof, and whioh said per-

28 s c r possesses in his own right or has in his possession on

January 1st of eaoh year? to file annually with the Tax
i

IIB#18<» ~2 C*t
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■ • - \
1 Cjnrtiaaicner* pursuant to the Inocrae Sax Law in foroe, hut

* ^

2 independently of the amount of his gross or net income, a

$ separate inocne tax return *«■ **•-*■■ ■ »**■•— >*•

^ unuer oBligatlon to file in relation to the

e operations of the industry the object of the exemption; to

6 keep* separately* the nooounting records- relative to the

? exempted businoss; to keep suoh records, make suoh sworn

8 statements, present ouoh declarations, and comply with such

%  rules and regulations as the Board nay prescribe for the
*

16 enforcement or other fulfillment of the purposes hereof and

11 as the Sax Connisolcnor nay prescribe in connection with

12 ' the levy and collection of all kinds of taxes*

13 gee* -6* TRANSFER OP AN EXEMPTED BUSINESS*
*

3A (a) General rule,. If a tax exemption grant or shares '

15 of stack or any partnership participation in an exenpted business'

18 are transferred without the prior written approval of the Board*- 

If the exemption shall be forfeited, except in the oases specified 

18 in subsection (b).
*

1$ (b) Exonntlonn. The following transfers shall be per-.

26 rilttedt i _ ‘

21 (1) A transfer of the assets of a decedent to

22 his estate or a transfer by bequest or inheritance;

23 (2) an exohange within the provisions of Section k

hereof; ^ \

25 (3) a transfer of share of stock or any partner-

26 ship participation when suoh transfer does not directly or -
t

indirectly result in a change in control of the exempted
*

business* applying the rules of stook ownership provided by 

the income tax laws then, in force;



a transfer of shares of stools of a corpora-*

2 tion owning or conducting an exempted business whioh occurs

8 after the Board has determined that any and all transfers
^  '

4 of ahnram of otaok of such corporation shall he pemtttod

5 without the prior w i t  ten approval of the Board, which

S determination the Board may make after considering the

*f extant to which availability of investment oapital may

8 dopond on the existence of securities whioh are freely

9 transferable* the nature of the exempted business and its

id importance to the industrial development of Alaska, the

ii Integrity and financial standing of the stockholders, and

IS the paid-in capitalisation and number of stockholders that
f - ,

13 the corporation expeeta to ha^e at the time of the commence-

14 nont of operations of the, exempted business; provided, that*
* O '  -

1® before making a determination of this nature the 3oard

1® shall canoider the ronorts on each such case which shall # be

I1? submitted to it by the Alaska fit source Development BoardY ,

18 the Corrdaoioner of Hines, the Commissioner of Agriculture,

1® an® ouoh other executive heads of the Territorial Government

tO oo tho Board may decra proper;

Cl (g ) c pledge or hypothecation entered into in

22 tfto normal course of business, solely for the purpose of

23 creating security for bono-fi&e indebtedness; •
fc

24 (&} a transfer by operation of law or oourt

*“ 28 order to & .trustee in bankruptcy or a receiver*

28 (0) Notice* Every corporation owning or conducting '

2? att exempted business shall give written notice to the Board of 

2® each transfer of record of shares of stock of such oorporation 

2® nut later than SO days after suoh transfer# Written notice shell

\
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be cl van to the Board by any interested party of eaoh transfer 

of any partnership participation, exempted business, not later 

than SO flays after such transfer.,

Sec* 7. DENIAL OB!, TAX EXEMPTION TO SUCCESSORS OP PREpECES-
*  •

SOE EXEMPTED BUSINESSES. .. * w % .

(a) Denial or forfeiture of exemption in certain oases,
« * — ■  » ..... .......  ■ * "  » "  ■■■'■■■■I n  m o m t m n m  « .« . . » W I I  I . I . I . I  ■r w  m*ih  I ■ ■  I H IM *  *■ II. n . . * .  n 11 i m  ■ n

No peroon ahall be entitled to any tax exemption ■under this" Act

(l) A predecessor exempted business, as defined/ 

in paragraph (b) of this seotion, is dissolved, liquidated, 

or otkorsdoo ceases to operate prior to .tho filing by such 

person of an application for tax exemption, or shall, at. 

any tins after tho filing of such application but prior to 

tho eloco of tho tax exemption period otherwise applicable 

to suoh psraon, bo di'oaolved, liquidated, or otherwise 

©oases to operate for more than six (6) consecutive months 

for any oauao except strikes, war, action of a government 

•or the elemento, or.other cause beyond the control of such 

predaoocsor oxeopted business* or if

(&) at any time after the filing of such applica­

tion but prior to tho close of the tax exemption period 

©tharwiao applicable to suoh person, the annual production, 

output* or the operations of a predeoessor exempted business 

shall b® ditainlehed for any oause exoept: strikes, war, action 

of a government or the elements*' or other cause beybncMhe 

control ©f_guch predeoessor exempted business, by 25 per­

cent or more as oooporad with its average annual produotion, 

output, or oporationa during tho three-year period ending 

tilth tho- ©loo® of the taxable year of such predeoessor



#

£ for tax exemptioni or for euch pert of suoh. period as mey

® he applicable; or if

4 (3} suoh person, through the industrial unit or
*  '

** hotel established or to he established, utilizes or shall

& utilize physical faoilities inoluding, hut without limits-

* tion, land, buildings, machinery, equipment, inventory o r '

£ supplies having ft value of 15,000 or more previously utilised

5 hy a predecessor exempted business; provided, however, that

P  this euhseotlon shall not apnly in oases where the Board •

determines that the use of tha physioel facilities pre-r 

vlouely utilized hv a predecessor exempted business will he 

IS in the best interest of the Territory of Alesha in view of

the nature of the facilities, the investment, the number of
*  « * * ►

workers and employees involved, "nd the amount of the pay-.

 ̂ exempted business oreoeding the f i l in g  of Bwoh application.

V?

18

O r  r s

A

fWF

riftc£-

t
t, ~ * .

Ch) definition. For the purpose of this section, a
*

psttdeeeesor exempted business shall mean Prty business which:

(1) Is.enjoying or has enjoyed tax exemption;-- end

(2) Whioh, es the source of its industrial 

development income, produced a manufactured product or oon~
t

dttoted hotel operations substantially similar to the rannur- 

factured product or hotel operations to be produced or con­

ducted by the person filing the-subsequent application for 

^ tax exemption; and

(3) Which, for the purnose of apolylng subsection 

and (a)(8) but not subsection (a)(3) above, is or* 4

was owned to the extent of 1CKS or more of its outstanding

stock or any.other proprietary interest by suoh person filing
*

* *  •

i»24~
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the subsequent application for tax exemption or by any of
dr

ite stockholders or pronrietora owning stook or o.ther pro­

prietary interest to the extent of 10# or more. For the 
* * 

purposes, of this subsection, the ownership of stock or any

other proprietary interest Bhell be determined in the manner 

provided hy the rules concerning the. ownership of stock of 

corporations or of participation in partnerships Under the
i

income tax laws in force in Alaska.

(c) Mscloeure of facts. The Board shall require 

every applicant for tax exemption to meke full disclosure, under1 

oath, of facts required or ccporprlete to determine whether or 

not the applicant•s operations or proposed operations shall be

in violation of the preceding provisions of this sedtion; further­

more, every grant of tax exemption under this Act shall require 

that at no time during the life of the grant shell the grantee 

Violate such preceding provisions, ‘

(d) Penalties. Any person or persons who shell 

intentionally commit or attempt to commit, on their own behalf or 

on behalf of any other person or persons, n breach of the pro- 

viaions of this seotion, shall be guilty of a felony, and, upon 

conviotlon shall be subject to a fine of not more than $1,000.00, 

or imprisonment for not more than five (6) y e a r s o r  both, toge­

ther with the coats of proseotuion; furthermore, any tax exemption 

previously granted to any onp or more of such persons shall be 

suhjeot to mandatory revocation by the Board; following for such 

purposes the procedure established by Seotion 5(d)(2) of this Act; 

ell net income theretofore reported or earned as industrial 

development income by such person or persons whether or not 

distributed and the distributions therefrom shall be subject to



X normal tax. and surtax: as of the date or dates when such taxes

S vers otherwise due and payable; similarly* all other taxes
* *

8 exempted pursuant to Seotion 1 hereof shall become due and pay- '
t

4  able as of the date or dates when* but fop such tax exemption#

0 they would have become due and payable; all such taxes- shall be 

$ assessed and oolleoted in accordance with the provisions of the

7 tax laws.in foroe* * *

8 . (e) Oases of facilities Used in common. - The provisions 

a of subdivision (a) (3) of this seotion shall not apply to cases

10 where facilities are used in Common by two or mors industrial-

11 units pureuakt to the provisions of subdivision (h) (3) of Sec- 

18 tion 8 of this Aot* *

13 Seo* 8# APPEAXS* Any" grantee adversely affected or
♦

14 aggrieved by any action taken by the Board revoking and/or can-

1® celling a tax exemption grant under thejfforegoing Sections 6(d) (2) 

X® and 7* ahall bo nntitlod to Judicial rejriew thereof by filing an 

17 appeal with tho District Oourt within 30 days after final deoli 

1® iion or adjudication by tho Board*

1® , Ponding Judicial, review the Board is authorized*

20 whoro it finds that Justioo so requires* to postpone tho effool

21 tive date of any notion taJpen by it upon suoh .conditions as may 

28 be requirod and to the extent necessary to provent irreparable

23 injury* Khoro auph postponement is applied for and denied* the-
\

24 reviewing oourt may issue all neoesoary and appropriate process

2 8 to postpone tho effective date Of any action taken by the Board'
*

or to preserve tho status or rights of the parties pending con- 

elusion of tho review proceedings* after bond is given in favor..

28 of and aoooptablo to tho fax Oommlssioncr and before him* in the 

2® amount of the taxes theretofore oxemptod and unpaid plus interest



•  - ' f

£  *

1  a n d  pone.lt ioe, a n d  Intoroat computed for a  period of one year at

2 the rate of 0 percent per annum.

$ Sod, sr. SHORT TITLE. The short title of this Act shall 

4  t o  KTho Alaete, Indeetriai Inoofitlvo A c t ‘of 1957."

0  flea* 10. REPEALER. Chapter 33, SLA 1953, la hereby 

0  repealed* hut all teac incentive agrqemcnte entered into undor

7  ttaid A c t  ahall not he affooted heroby# v

8 . • 
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