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Mr. Speaker:

The C om m it te e on F I N A N C E

• ’ . ’ • ’ 

has had H B  366

"An Ac t e s t a b l i s h i n g  a special 
for an e f f e c t i v e  d at e. "

i nv es tm en t tax credit; a nd p r o v i d i n g

under c o n s i d e r a t i o n  and -(a-major'ity“of-the-eommittee-)-(the-eommittee*) —  
reports it back with the fo ll owing reco m me nd a ti o ns :

i i

l/0 '

do pass [ ] do not pass

do pass with a t t a ch e d a m e n d m e n t s ( s )

replace with CS for _________________________________

and re c om m e n d s  _________________________________

[ ] same title
[ j new title

[ ]

m

AND at t ac h es  a "Letter of Intent" [ ^X] 

reports it back witho-tEt r ec o mm en da tion

Fiseal Note

refe rr ed  to the C o mm ittee
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    . . ________
THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE

II.

FISCAL NOTE 

HB 866
REQUEST
Bill/Resolution No. '' ______________ ____________
Title An A c t  establishing a special investment tax credit_________________
Requested b y Hayes  Date February 24, 1982

FISCAL DETAIL 
Agency Affected Department of Revenue
Program Category Affected Revenue Collection and Management 
BRU, Program, Or Subprogram(s) Affected Audit Division
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars) None

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

TOTAL

FUNDING (Thousands of Dollars) None

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

I

POSITIONS None

FULL TIME
PART TIME
TEMPORARY

«

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III) 

See memo to R. D. Stevenson dated February 24, 1982.

IV. DATE February 24, 1982  PREPARED BY Robert R. Kessel
AGENCY Audit Division

Original: Legislative Finance PHONE 465-2320_____________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)



S t a t e  o f  A l a s k aM E M O R A N D U M
Department of Revenue

04-001A (REV. 5/81)

R. D. S t e v e n s o n  
S p e c i a l  A s s i s t a n t

FROM: R o b e r t  R. K e s s e l  
Director, A u d i t  D i v i s i o n

DATE: F e b r u a r y  24, 1982

FILE NO:

TELEPHONE NO:

SUBJECT: H B  8 6 6

T he b i l l  w o u l d  s u b s t a n t i a l l y  e xp an d t he I n v e s t m e n t  Tax C r e d i t  
for c e r t a i n  c o r p o r a t i o n s .  H owever, t h e  b i l l  falls short of its 
i n t e n d e d  p u r p o s e  to p r o m o t e  the d e v e l o p m e n t  of farming, fishing, 
t im be r a nd m i n i n g  and, in a dd ition, is p o t e n t i a l l y  v e r y  e x p e n­
sive.

T h e r e  are m a n y  m o r e  q u a l i f i e d  farm er s than t h e r e  is f a r m l a n d  
a v ai la bl e.  The a d d i t i o n a l  i n v e s t m e n t  tax c r e d i t  w o u l d  g i v e  the 
e x i s t i n g  f a r m e r s  a d d i t i o n a l  tax b e n e f i t s  b u t  w o u l d  d o  l i t t l e  to 
e x p a n d  o w n e r s h i p  t o  a n e w  i n f lu x of farmers.

M o s t  t i m b e r  r e l a t e d  c o m p a n i e s  a l r e a d y  h a v e  m o r e  t ax c r e d i t s  and 
c a r r y - o v e r  l o s s e s  t h a n  t h e y  can u tilize. It is m arkets, not 
tax credits, t h a t  a r e  needed.

F o r  fisheries, a l l  e x c e p t  b o t t o m  f i sh in g  a p p e a r s  o v e r l y  
crowded. T ha t f a c t  is w i t n e s s e d  b y  the l i m i t e d  e n t r y  s y s t e m  
c o n t r o l l i n g  the h a r v e s t  of f i s h e r y  r es ou rc es . T a x  c r e d i t s  
w o u l d  not e x p a n d  th e m a r k e t  n or p r o v i d e  h i g h e r  p r i c e s .

Mining, in general, is a h i g h l y  c a p i t a l  i n t e n s i v e  industry.
T h e  e x p a n d e d  i n v e s t m e n t  tax c r e d i t  w o u l d  s er ve  the p u r p o s e  of 
p r o v i d i n g  a l m o s t  p e r m a n e n t  a s s u r a n c e  that n o  tax w o u l d  b e  due 
b e c a u s e  of the f i f t e e n  y e a r  c a r r y - o v e r  p r o v i s i o n  a v a i l a b l e  for 
the i n v e s t m e n t  t a x  credit.

Finally, t h e  e x p a n d e d  c r e d i t  c o u l d  b e  v e r y  c o s t l y  p a r t i c u l a r l y  
in o ne i ns tance. If U. S. B o r a x  d e v e l o p s  its K e t c h i k a n  M o l y b­
d e n u m  m in e to t h e  e x t e n t  p u b l i c l y  indicated, th e  i n v e s t m e n t  tax 
c r e d i t  to that c o r p o r a t i o n  w o u l d  be $ 1 0 0 , 0 0 0 , 0 0 0  (based o n  
i n v e s t m e n t  cost of $1 b i l l i o n ) .  W i t h  the f i f t e e n  y e a r  c a r r y­
over  p r o v i s i o n  for the i n v e s t m e n t  tax credit, the i n v e s t m e n t  
t ax credi t of $ 1 0 0 , 0 0 0 , 0 0 0  c o u l d  e qu at e  to the f o l l o w i n g  
r e v e n u e  loss to A l a s k a :



R. D. S t e v e n s o n  2

I n v e s t m e n t  C r e d i t  a p p l i e d  a g a i n s t  tax 
l i a b i l i t y  - p e r  c u r r e n t  l a w

$ 1 , 0 0 0 , 0 0 0 , 0 0 0

x 10% I n v e s t m e n t  C r e d i t  a m o u n t  
x 1 8% c u r r e n t l y  a l l o w e d  for A l a s k a  

c o r p o r a t i o n s

I n v e s t m e n t  C r e d i t  a p p l i e d  a g a i n s t  tax 
l i a b i l i t y  per this b i l l

$ 1 , 0 0 0 , 0 0 0 , 0 0 0  
x 10%

N e t  Los s in r e v e n u e

F e b r u a r y  24, 1982
.
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$ 1 8 , 0 0 0 , 0 0 0

1 0 0 , 0 0 0 , 0 0 0  

$ 8 2 . 0 0 0 . 0 0 0

R R K / g b



FISCAL NOTE

I . REQUEST
Bill/Resolution No. HB 866________________________________ _______________
Title An Act establishing a special investment rax credit. _
Requested by House Labor & Commerce Date 03/09/82

and Finance committees
II. FISCAL DETAIL ^ „

Agency Affected Department of Revenue___________________________________
Program Category Affected_____________________
BRU, Program, Or Subprogram(s) Affected________________________________________
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

THE LEGISL A T U R E  O F  THE STATE OF A L A S K A
T W E L F T H  LEGISLATURE

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

Millions 
FUNDING (TtMjfc&HOfe of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

(2.5) — m . s r — (1-3T0)'

POSITIONS

FULL TIME
PART TIME
TEMPORARY

f

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

If it is assumed that the investment tax credit cannot exceed net income 
tax payable, then the maximum possible loss in revenue to the state would 
approximate 33 percent of the Department's revenue projections. The 
amounts would approximate $2.5 million in FY 82, $11.5 million in FY 83, 
and $13 million in FY 84. The FY 82 figure incorporates the retroactive 
provision of the proposed tax legislation which applies to only part of 
that year.

IV. DATE 03/08/82______________PREPARED b y  Vince Wright %
a g e n c y  Department of Revenue

Original: Legislative Finance PHONE 465-2173_____________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)



Introduced: 2/16/82 
Referred: Labor & Commerce 
and Finance

IN THE HOUSE

For an Act entitled: "An Act establishing a special investment tax credit;

and providing for an effectiye date."

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

* Section 1. LEGISLATIVE FINDINGS AND INTENT. The legislature finds and 

declares that the establishment of a special investment tax credit will 

promote the development of farming, fishing, timber, and mining of mines, 

wells, and other natural deposits (other than oil and gas) in the state and 

will assist the state by diversifying its economy to make it less dependent 

on oil and gas, provide increased employment opportunities, and provide an 

incentive for investment in the state.

* Sec. 2. AS 43.20.036 is amended by adding a new subsection to read:

(j) For purposes of calculating income tax payable under this 

chapter the taxpayer may apply as a credit against his tax liability 100 

percent of the investment credit allowed as to federal taxes under 

Internal Revenue Code sec. 38 (26 U.S.C. 38) upon the full amount of 

qualified investment put into use in the state for each taxable year for 

any of the following purposes:

(1) exploration, development, or mining of the natural 

deposits listed in sec. 613(b) of the Internal Revenue Code (26 U.S.C. 

613)(b)); for the purposes of this paragraph, "mining" has the meaning 

given in sec. 613(c)(2) of the Internal Revenue Code (26 U.S.C. 613(c)-

(2));

(2) farming or the clearing of land for the purpose of making 

the land suitable for use in farming, or soil or water conservation for

-1- HB 866

HOUSE BILL NO. 866

IN THE LEGISLATURE OF THE STATE OF ALASKA
. . .

TWELFTH LEGISLATURE - SECOND SESSION 

A BILL



land used in farming, or for the prevention of erosion of land used in

farming; for the purposes of this paragraph

(A) "farming" has the meaning given in soc. 464(e) of

the Internal Revenue Code (26 U.S.C. 464(e));
. • ’ * \

•' * * • ; . .1 ;
(B) "clearing of land" and "land suitable for use in 

•farming" has the meaning given in sec. 182(c) of the Internal 

Revenue Code (26 U.S.C. 182(c)); and

(C) "soil or water conservation for land used in farm-

ing" and "prevention of erosion of land used in farming" have the

eanings given in sec. 175(c) of the Internal Revenue Code (26 

U.S.C. 175)(c))»

(3) fishing; or

(4) planting, including preparation of the timber site for 

planting or for natural seeding, cultivation, maintenance, management, 

development, cutting or harvesting of timber; for the purposes of this 

paragraph "timber" has the same meaning as "timber" in sec.. 611 of the 

Internal Revenue Code (26 U.S.C. 611).

* Sec. 3. This Act is retroactive to January 1, 1982, and applies to tax 

years beginning after December 31, 1981.

* Sec. 4. This Act takes effect immediately in accordance with AS 01.10.- 

070(c).



BY: C u d d y

H O U S E  B I L L  No. 866

S E N A T E  B I L L  No. __________

L i n e : ______

A d d  a n e w  S e c t i o n  3:

Sec. 3. The i n v e s t m e n t  t a x  c r e d i t  a l l o w e d  u n d e r  s e c t i o n  
2 of thi s A c t  m a y  b e  c l a i m e d  o n l y  the t a x p a y i n g  e n t i t y  
a c t u a l l y  c o n d u c t i n g  t he q u a l i f y i n g  a c t i v it y , a n d  is n o t  
t r a n s f e r a b l e .

R e n u m b e r  f o l l o w i n g  s e c t i o n s  a c c o r d i n g l y .

O f f e r e d  i n t h e  HOUSE:

T o : _____________________

■ . ,  . ' I V.'v- J p H ■ ',•/ .

Page: 2______________



Introduced: 2/16/82 
Referred: Labor & Commerce 
and Finance

IN THE HOUSE

1 1 •

BY HAYES

HOUSE BILL NO. 866

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - SECOND SESSION
' ■ • • .. ■■■■

A BILL

For an Act entitled: "An Act establishing a special investment tax credit;

and providing for an effectiye date."

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

* Section 1. LEGISLATIVE FINDINGS AND INTENT. The legislature finds and 

declares that the establishment of a special investment tax credit will 

promote the development of farming, fishing, timber, and mining of mines, 

wells, and other natural deposits (other than oil and gas) in the state and 

will assist the state by diversifying its economy to make it less dependent 

on oil and gas, provide increased employment opportunities, and provi' '< an 

incentive for investment in the state.

* Sec. 2. AS 43.20.036 is amended by adding a new subsection to read:

(j) For purposes of calculating income tax payable, under this 

chapter the taxpayer may apply as a credit against his tax liability 100 

percent of the investment credit allowed as to federal taxes under 

Internal Revenue Code sec. 38 (26 U.S.C. 38) upon the full amount of 

qualified investment put into use in the state for each taxable year for 

any of the following purposes:

(1) exploration, development, or mining of the natural 

deposits listed in sec. 613(b) of the Internal Revenue Code (26 U.S.C. 

613)(b)); for the purposes of this paragraph, "mining" has the meaning 

given in sec. 613(c)(2) of the Internal Revenue Code (26 U.S.C. 613(c)-

(2));

(2) farming or the clearing of land for the purpose of making

the land suitable for use in farming, or soil or water conservation for

-1- HB 866
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land used In farming, or for the prevention of erosion of land used in 

farming; for the purposes of this paragraph

.

(A) "farming" has the meaning given in sec. 464(e) of

.

the Internal Revenue Code (26 U.S.C. 464(e));

(B) "clearing of land" and "land suitable for use in 

■farming" has the meaning given in sec. 182(c) of the Internal 

Revenue Code (26 U.S.C. 182(c)); and

(C) "soil or water conservation for land used in farm­

ing" and "prevention of erosion of land used in farming" have the 

meanings given in sec. 175(c) of the Internal Revenue Code (26 

U.S.C. 175)(c));

(3) fishing; or

(4) planting, including preparation of the timber site for 

planting or for natural seeding, cultivation, maintenance, management, 

development, cutting or harvesting of timber; •for the purposes of this 

paragraph "timber" has the same meaning as "timber" in sec. 611 of the 

Internal Revenue Code (26 U.S.C. 611).

* Sec. 3. This Act is retroactive to January 1, 1982, and applies to tax 

years beginning after December 31, 1981.

* Sec. 4. This Act takes effect Immediately in accordance with AS 01.10.-| 

070(c).

HB 866



FISCAL NOTE

HB 866
I . REQUEST

Bill/Resolution No.____________________________________________________
tie..,, an Act.establishing a Special_investoent tax credit_______________

Requested by Hayes________________   Date February 24, 1982

■
V'V

___ j ♦ ---------------

II. FISCAL DETAIL

Agency Affected-------------------------------    :--------------
Program Category Affected Revenue Collection and Management_____________
DDIl D v n n o f M n  n  v C u k n . A n . n r .  / \ 71 ffnnfn.'l JV, nittii-inn

Department of Revi

BRU, Program, Or Subprogram(s) Affected

enue
lect

affected, separate line-item(Note: If more than one budget component
amounts and funding for each component in the analysis section.)

1• •

I

EXPENDITURES (Thousands of Dollars) None

100 PERSONAL SERVICES

200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT

600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

TOTAL

FUNDING (Thousands of Dollars) None

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

•» •\

POSITIONS None

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III) 

See memo to R. D. Stevenson dated February 24, 1982.

IV. DATE February 24, 1982 Robert R. Kessel

Original: Legislative Finance 

cc: Budget and Management

.PREPARED B Y ____________
AGENCY Audit Division 

PHONE 465-2320_______

Prime Sponsor (First Legislator Named) 
33-001 (Rev. 12/81)

■ •* </



M E M O R A N D U M S t a t e  o f  A l a s k a
Department of Revenue 

DATE. F e b r u a r y  24, 1982

R o be rt  R. Kessel 
Director, A u d i t  D i v i s i o n

04-001A {REV. 5/81)

   ________________________

5 FROM:

FILE NO:

TELEPHONE NO:

SUBJECT: H B  8 6 6

T he b i l l  w o u l d  s u b s t a n t i a l l y  e x p a n d  the I n v e s t m e n t  T a x  Credit 
for c e r t a i n  cor po r at io ns . However, the b i l l  falls short of its 
i nt en d e d  p u r p o s e  to p r o m o t e  the d e v e l o p m e n t  of farming, fishing, 
timber a n d  m i n i n g  and, in addition, is p o t e n t i a l l y  v e r y  e x p e n­
sive.

T h e r e  a r e  m a n y  m o r e  q u a l i f i e d  farmers t h a n  t he r e is f a r m la nd  
availa bl e.  The a d d i t i o n a l  i n v e s t m e n t  tax c re di t w o u l d  give the 
e x i s t i n g  farmers a d d i t i o n a l  tax b e n e f i t s  b u t  w o u l d  do little to 
e x p a n d  o w n e r s h i p  to a n e w  influx o f  farmers.

M o s t  timber r e l a t e d  c o m p a n i e s  a l r e a d y  h a v e  m o r e  tax c r e di ts  and 
c a r r y - o v e r  l o ss es  t h a n  t h e y  c a n  utilize. It is markets, not 
tax credits, that are needed.

F or fisheries, all e x ce p t b o t t o m  f i s h i n g  a p p e a r s  o v e r l y  
crowded. That fact is w i t n e s s e d  b y  the l i m i te d e n t r y  s y st em  
c o n t r o l l i n g  the h a r v e s t  of f i s h e ry  resourc es .  T a x  c r e di ts  
wo ul d n ot e x p an d the m a r k e t  nor p r o v i d e  h i g h e r  prices.

Mining, in general, is a h i g h l y  c a p i t a l  i n te n s i v e  industry.
Th e e x p a n d e d  i nv es t m e n t  tax c redit w o u l d  s e rv e the p u r p o s e  of 
p r o v i d i n g  a lm o st  p e r m a n e n t  a s s u r a n c e  that no tax wo ul d be due 
b e c a u s e  of the f i f te en  y_ ar  c a r r y - o v e r  p r o v i s i o n  a v a i l a b l e  for 
the i n ve st me nt  ta x credit.

Finally, the e x p a n d e d  c r e d i t  c o u l d  b e  v e r y  c o s t l y  p a r t i c u l a r l y  
in one instance. If U. S. B o r a x  d e v e l o p s  jts K e t c h i k a n  M o l y b­
de n u m  m i n e  to the e xt en t p u b l i c l y  indicated, the i nv es tm en t  tax 
c redit to that c o r p o r a t i o n  w o u l d  b e  $ 1 0 0 , 0 0 0 , 0 0 0  (based on 
in ve st m e n t  cost of $1 b i l l i o n ) . W i t h  ;ne f i f t e e n  y e a r  c a r r y­
over p r o v i s i o n  for the i n ve st m e n t  tax credit, the investment 
tax cred i t of $ 1 0 0 , 0 0 0 , 0 0 0  c o u l d  e q u a t e  to the f o l l o wi n g 
r e v en ue  loss to Alaska:
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$ 1 , 0 0 0 , 0 0 0 , 0 0 0

x 10% I n v e s t m e n t  C r e d i t  a m ou nt  
x 18% c u r r e n t l y  a l l o w e d  for A L

I n v e s t m e n t  Cred it

n t l y  a l l o w e d  for A l a s k a
a t i o n s  $ 1 8 , 0 0 0 , 0 0 0

a p p l i e d  a g a i n s t  tax
l i a b i l i t y  per this bi l l

$ 1 , 0 0 0 , 0 0 0 , 0 0 0  
x 10%

N e t  Loss in reve n ue  

R R K / g b

1 0 0 , 0 0 0 , 0 0 0  

$ 8 2 . 0 0 0 . 0 0 0
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FISCAL NOTE

I. REQUEST
Bill/Resolution No. HB 866__________ ________  ____________
Title An Act establishing a special investment tax credlt._  
Requested by House Labor &  Commerce Date 03/09/82

and Finance committees

■Mi

II. FISCAL DETAIL 
Agency Affected

. . . 
•v.v

Department of Revenue

Program Category Affected_
BRU, Program, Or Subprogram(s) Affected_
(Note: if more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

Millions 
FUNDING (TtifcXte&ftafe of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

C 2 T 5 T — r n . s r — trrtrt

POSITIONS

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

If it is assumed that the investment tax credit cannot exceed net income 
tax payable, then the maximum possible loss in revenue to the state would 
approximate 33 percent of the Department's revenue projections. The 
amounts would approximate $2.5 million in FY 82, $11.5 million in FY 83, 
and $13 million in FY 84. The FY 82 figure incorporates the retroactive 
provision of the proposed tax legislation which applies to only part of 

that year.

IV. DATE 03/08/82 prepared by Vince Wright ^ 
agency Department of Revenue

Original: Legislative Finance PHONE 465-2173
cc: Budget and Management 

Prime Sponsor (First Legislator Named) 
33-001 (Rev. 12/81)




