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* % b l U ?  lAJ) STATE OF ALASKA

FISCAL NOTE R e v i s i o n  Date 6/J3 /8 3

I. REQUEST
BiIT/Resolution No:SCSCSSSHB 258(SA) 
Title: Special Investment Tax Credit 
Sponsor: Hayes & Szymanski
Requestor: Senate State Affairs

II. FISCAL DETAIL
Agency Affected: Revenue
Program Category Affected: Coll. & Mgmnt
BRU, Program of Subprogram(s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)
I FY 83 I FY 84 | FY 85 I FY 86 I FY 87 I FY 86T

OPERATING 
100 PERSONAL SERVTC'L'S 
200 TRAVEL 
300 CONTRACTUAL 
400 COMMODITIES 
500 EQUIPMENT 
600 LANDS & STRUCTURES 
700 GRANTS, CLAIMS, ETC.

T
T

T
T T

TOTALUPEronW

romr
r "REVENUE’ T
FUNDING: (Thousands of Dollars)
I GENERAL" FUND
I FEDERAL FUNDS
I OTHER (Specify Source)

POSITIONS:
I FULL-TTMT 
I PART-TIME 
I TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis.

Prepared By: U n c e n t  D. Wright Phone: 465-2173

Division: Revenue - Research Date: 6/13/83

Approved by Commissioner: -y\ Date: 6  //*//?_3
Department: 1^  Revenue

Di stribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills) 
Copy to Department (for Governor introduced bills)
Copy to Sponsor



Analysis of SCSCSSSHB 258 (SA)

The Incorporation of this expanded credit 1n effect would 
reduce state taxes as a deductibl? Item at the federal level 
and thus Increase the federal tax take.

The Impact of this bill 1s negative to the state 1n terms of 
lost revenues. Since the bill 1s Intended for new facilities, 
the effect cannot be assessed until they are completed and 1n 
operation.
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S e n a t o r  B i l l  Ray 
P o u c h  V
Juneau, A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  R a y :

T h e  A l a s k a  F e d e r a t i o n  of N a t i v e s ,  Inc. L a n d  C l a i m s  B o a r d  w h i c h  
r e p r e s e n t s  all of the t w e l v e  R e g i o n a l  C o r p o r a t i o n s  e s t a b l i s h e d  
u n d e r  th e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Ac t m e t  in a B o a r d  
m e e t i n g  on T u e s d a y ,  J u n e  14th and p a s s e d  the e n c l o s e d  r e s o l u t i o n  
in s u p p o r t  of th e i n v e s t m e n t  tax c r e d i t  l e g i s l a t i o n .

W e  a s k  y o u r  s u p p o r t  for th e  l e g i s l a t i o n  w i t h  th e s u g g e s t e d  c h a n g e s  
o u t l i n e d  in t h e  r e s o l u t i o n .

T h a n k  yo u for y o u r  c o n s i d e r a t i o n  a n d p l e a s e  ca l l o u r  o f f i c e  s h o u l d  
yo u h a v e  an y q u e s t i o n s .

J a n i e  L e a s k  
P r e s i d e n t

Integrity Pride in Heritage P ro g re ss



A L A S K A  F E D E R A T I O N  OF  N A T I V E S ,  INC.

R E S O L U T I O N  8 3 - 0 1

W H E R E A S ,  th e A l a s k a  F e d e r a t i o n  of N a t i v e s ,  Inc. (AFN) 
f i r m l y  b e l i e v e s  t h a t  the d e v e l o p m e n t  of  g a s p r o c e s s i n g  
f a c i l i t i e s  and th e  d e v e l o p m e n t  an d m i n i n g  of m i n e r a l s  in the 
s t a t e  w i l l  h a v e  s u b s t a n t i a l  b e n e f i c i a l  long- a n d  s h o r t - t e r m  
e f f e c t s ,  i n c l u d i n g  p r o m o t i n g  fu ll  a n d  s t a b l e  e m p l o y m e n t ,  
c r e a t i o n  o f e x p o r t  m a r k e t s ,  p r o m o t i o n  of the d e v e l o p m e n t  of 
o t h e r  n a t u r a l  r e s o u r c e s ,  a n d  d i v e r s i f i c a t i o n  of the e c o n o m y  
of the state; a n d

W H E R E A S ,  A F N  f i r m l y  b e l i e v e s  that  an i n v e s t m e n t  tax 
c r e d i t  d e s i g n e d  to s t i m u l a t e  p r i v a t e  i n v e s t m e n t  in gas 
p r o c e s s i n g  f a c i l i t i e s  an d m i n e r a l  d e v e l o p m e n t  w i l l  a c h i e v e  
the  ab ove  g o a l s  on a h i g h l y  c o s t - e f f e c t i v e  b a s i s  for the state.

N O W  T H E R E F O R E  BE IT R E S O L V E D  by the B o a r d  of D i r e c t o r s  
of  the A F N  that A F N  s u p p o r t s  th e e n a c t m e n t  of i n v e s t m e n t  tax 
c r e d i t  l e g i s l a t i o n .  A F N  s u p p o r t s  l e g i s l a t i o n  s u b s t a n t i a l l y  in 
the f o r m  of the a t t a c h e d  S e n a t e  C o m m i t t e e  S u b s t i t u t e  fo r the 
C o m m i t t e e  S u b s t i t u t e  for S p o n s o r  S u b s t i t u t e  for H o u s e  B i l l  
N o . '288 w i t h  t h r ee  e x c e p t i o n s :

First, in o r d e r  to h a v e  a m e a n i n g f u l  i m p a c t  in 
a c h i e v i n g  the g o a l s  n o t e d  ab ove , th e l i m i t a t i o n  a p p l i e d  in 
s u b p a r a g r a p h  (k) (p. 3, li n e 8) s h o u l d  be a p p l i e d  o n l y  on a
pe r  p r o j o c t  bas is .

S e c o n d l y ,  the  a u t o m a t i c  r e p e a l  of th e b i l l  c o n t a i n e d  
in s e c t i o n  4 (p. 3, l i n e  29) e i t h e r  s h o u l d  be r e p l a c e d  w i t h  
a " s u n s e t "  or l e g i s l a t i v e  r e v i e w  date, or at l e as t s h o u l d  be 
l i m i t e d  to new  p r o j e c t s  r a t h e r  tha n l o n g - t e r m  p r o j e c t s  a l r e a d y  
in e x i s t e n c e  a n d  in the p r o c e s s  of c o m p l e t i o n .

F i n a l l y ,  A F N  f i r m l y  b e l i e v e s  that a n y  a m e n d m e n t  
c r e a t i n g  a fo r m of  "I TC  R e v i e w  B o a r d "  w i l l  o p e r a t e  to s e v e r e l y  
p o l i t i c i z e  the p r o c e s s  of m a j o r  i n v e s t m e n t  in the s t a t e  an d 
e f f e c t i v e l y  n e g a t e  the b e n e f i t s  of the tax c r e d i t  in its 
p r e s e n t  form.

Integrity Pride in Heritage .P ro g re ss



CERTIFICATION OF RESOLUTION

I h e r e b y  c e r t i f y  t h a t  the f o r e g o i n g  is a full, true  
a n d  c o r r e c t  c o p y  of t h e  r e s o l u t i o n  a d o p t e d  by  th e L a n d  
C l a i m s  B o a r d  o f  the  A l a s k a  F e d e r a t i o n  of N a t i v e s ,  Inc., at 
a m e e t i n g  o f  s a i d  d i r e c t o r s  c a l l e d  an d h e l d  on the 1 4 tn 
d a y  of  Ju ne, 1983  a t  w h i c h  a q u o r u m  w a s  p r e s e n t  an d  v o t i n g  
a n d  t h a t  s a i d  r e s o l u t i o n  w a s  s p r e a d  u p o n  the  m i n u t e s  of 
s a i d  m e e t i n g  a n d  is n o w  in f ul l f o r c e  an d e ff ec t.

W I T N E S S  m y  h a n d  a n d  o f f i c i a l  se al  this 1 6 t h  da y 
o f  June, 1983.

J a n i e  Le ask , P r e s i d e n t

W I T N E S S E D :

B e t t y ^ C o r s o n  
R e c o r d i n g  S e c r e t a r y



Alaska State Legislative

Speaker o f the House o f Representatives
Official Dus in css

Pouch V 
Slate C.ipilnl 

Juneau, Alaska !<ySI I 
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S P E C I A L  I N V E S T M E N T  T A X  C R E D I T  L E G I S L A T I O N

As p r o j e c t i o n s  of  d e c l i n i n g  r e v e n u e  l o o m  in A l a s k a ' s  

n e a r  f u tu re , w e  m u s t  b e g i n  to d i v e r s i f y  o u r e c o n o m y  so th at  

b o t h  s t a t e  g o v e r n m e n t  a n d  l o c a l  e c o n o m i e s  ar e  not so h e a v i l y  

d e p e n d e n t  on o il  d e r i v e d  r e v e n u e s .  I h a v e  i n t r o d u c e d  

l e g i s l a t i o n  w h i c h  w o u l d  a c c o m p l i s h  th is  g o a l  by e s t a b l i s h i n g  

a s p e c i a l  i n v e s t m e n t  ta x  c r e d i t .  S u c h  a c r e d i t  w o u l d  a p p l y  

for i n v e s t m e n t s  to d e v e l o p  g a s  p r o c e s s i n g  f a c i l i t i e s  S o u t h  of 

the A r c t i c  C i r c l e  a n d  to  i n v e s t m e n t s  for e x p l o r a t i o n ,  

d e v e l o p m e n t  a n d  m i n i n g  of  m i n e r a l s  o t h e r  tha n oil  an d  gas  

t h r o u g h o u t  A l a s k a .  A  m a j o r  p r i o r i t y  of b o t h  m y s e l f  an d the 

H o u s e  M a j o r i t y  is d i v e r s i f i c a t i o n  of o u r  e c o n o m y .  I b e l i e v e  

e n a c t m e n t  of t h i s  l e g i s l a t i o n  w o u l d  g o  a l o ng  w a y  t o w a r d s  

a c h i e v i n g  t h a t  goal.

C u r r e n t l y  s t a t e  l a w  l i m i t s  the a m o u n t  of i n v e s t m e n t  tax 

c r e d i t  (ITC) w h i c h  is a l l o w e d  to c o r p o r a t i o n s  in c o m p u t i n g  

t h e i r  A l a s k a  i n c o m e  t a x e s  to  18% of th e a m o u n t  of i n v e s t m e n t  

tax c r e d i t  w h i c h  is a l l o w e d  for f e d e r a l  i n c o m e  ta x p u r p o s e s .  

So w h i l e  the F e d e r a l  I T C  is 10?., the A l a s k a  i n v e s t m e n t  tax 

c r e d i t  is o n l y  1.8?. C u r r e n t  lav/ a l s o  li mi ts  the ITC w h i c h  is 

a l l o w e d  in c o m p u t i n g  A l a s k a  i n c o m e  t a x e s  to the f i r s t  $20 

m i l l i o n  o f  q u a l i f i e d  i n v e s t m e n t  pu t i n t o  u s e  in the s t a t e  for 

e a c h  t a x a b l e  ye ar.  T h a t  l i m i t a t i o n  w o u l d  be r e m o v e d  b y  this 

bi ll.

Th e A l a s k a  ta x  c r e d i t  w o u l d  o n l y  a p p l y  to i n v e s t m e n t s  

w h i c h  a l s o  q u a l i f y  for the f e d e r a l  c r e d i t .  T h i s  is p r i m a r i l y  

p e r s o n a l  p r o p r t y  s u c h  a s tr u c k s ,  m a c h i n e r y  and m a n u f a c t u r i n g  

e q u i p m e n t .
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It w o u l d  n o t  i n c l u d e  ro ad s ,  b u i l d i n g s ,  ir.ine s i t e s  an d su c h 

t h i n g s  as f e a s i b i l i t y  s t u d i e s .  U s i n g  th e $1 b i l l i o n  Q u a r t z  

H i l l  m i n e  p r o j e c t  f o r  e x a m p l e ,  a v e r y  l i m i t e d  a m o u n t  o f  t h a t  

d e v e l o p m e n t  w o u l d  q u a l i f y  f o r  the  t a x  cred.'t. B u t  e n o u g h  of 

an i n c e n t i v e  w o u l d  b e  c r e a t e d  to a t t r a c t  i n d u s t r y  to A l a s k a  

that, c u r r e n t l y  is l o c k i n g .

T h e  p r o m o t i o n  o f  e x p l o r a t i o n ,  d e v e l o p m e n t  a n d  m i n i n g  of 

m i n e r a l s  an d  o t h e r  n a t u r a l  d e p o s i t s  in th e s t a t e  w i l l  

e n c o u r a g e  d e v e l o p m e n t  o f  A l a s k a ' s  n o n  o i l  a n d  gas m i n e r a l  

r e s o u r c e s .  T h i s  l e g i s l a t i o n  w o u l d  a l s o  a c c e l e r a t e  the 

d i v e r s i f i c a t i o n  of the s t a t e ' s  e c o n o m y  a n d  e m p l o y m e n t  base.

O n e  n e w  a d d i t i o n  to t h i s  l e g i s l a t i o n ,  n o t  i n c l u d e d  in 

the v e r s i o n  w h i c h  p a s s e d  the  H o u s e  l a s t  s e s s i o n ,  is i n c l u s i o n  

of ga s p r o c e s s i n g  f a c i l it ie s.  S o u t h  of  t h e  A r c t i c  C i r c l e .

T h e r e  are  a r e a s  in A l a s k a  w h e r e  e s t a b l i s h e d  i n f r a s t r u c t u r e ,  

a c c e s s  to ice fr ee  p o r t s  an d  s u b s t a n t i a l  a m o u n t s  of 

u n c o m m i t t e d  r e s e r v e s  o f n a t u r a l  g a s  c o m b i n e  to p r o v i d e  g r e a t  

p o t e n t i a l  for g a s  p r o c e s s i n g  d e v e l o p m e n t  a n d e x p o r t  a c t i v i t y .  

T h e  d e v e l o p m e n t  of t h e s e  g a s  p r o c e s s i n g  f a c i l i t i e s  w i l l  

p r o m o t e  full and  s t a b l e  e m p l o y m e n t  a n d  m i n i m i z e  a d v e r s e  

p o p u l a t i o n  a nd  e n v i r o n m e n t a l  i m p a c t s .

I e x p e c t  th e i m p a c t  on s t a t e  r e v e n u e s  u p o n  e n a c t m e n t  of 

thi s l e g i s l a t i o n  w o u l d  b e m i n i m a l .  W h i l e  initial?.}' t h e r e  

w o u l d  be be a s l i g h t  lo ss  of r e v e n u e ,  the  lo ng  r a n g e  g o a l  to 

p r o m o t e  i n v e s t m e n t  and  d e v e l o p m e n t  w o u l d  i n c r e a s e  non 

p e t r o l e u m  r e l a t e d  r e v e n u e  in f u t u r e  y e a r s .  Th e  i n v e s t m e n t  tax 

c r e d i t  is a t e m p o r a r y  tax r e d u c t i o n  d i r e c t l y  tie d to 

p r o f i t a b l e  i n v e s t m e n t  t h a t  w i l l  p r o d u c e  i n c r e a s e d  r e v e n u e s  in 

the  future. A d d i t i o n a l l y ,  i n v e s t m e n t s  in t a r g e t e d  i n d u s t r i e s  

m a y  s u b s t a n t i a l l y  e x p a n d  l o c a l  g o v e r n m e n t s  s a l e s  an d p r o p e r t y  

tax ba s es . If the P r u d h o c  b a y  c u r v e  is a c c u r a t e ,  and oil 

r e v e n u e s  b e g i n  to d e c l i n e  in t h e  l a t e  198 0 's , it is o u r  

r e s p o n s i b i l i t y  to p l a n  to of  f re t t h a t  d e c l i n e .  I am 

c o n f i d e n t  it w i l l  h a v e  the s u p p o r t  of the a d m i n i s t r a t i o n ,  

w h i c h  has s t a t e d  a d e s i r e  to r e a c h  t h i s  g o a l  as well.

- 2 -



26 § 6 1 3
IN C O M  I'. T A N K S

Ch. 1

£  U  \ j  x  k j

exceed 50 percent of the taxpayer’:! t;ix;il>lo income from tlie property 

(computed without allowance for depletion). For purposes of the 
preceding sentence, the allowable dedueti >ns I alma into account with 
respect to expenses of mining in computing the taxable income fiom 
the property shall bo decreased by an amount, equal to so much of 
any gain which (1) is treated under section 124ft (relating to gain 

from disposition of certain depreciable property) as gain from the 
sale or exchange of property which is neither a capital asset nor 

property described in section 1231, and (2) is properly allocable to 

the property. In no case shall the allowance for depletion under sec­

tion Cll be less than it would be if computed without reference to

this section.
(b) Percentage depletion rates.— The mines, Wells, and other 

natural deposits, and the percentages, referred to in subsection (a) ,

are as follows:
(1) 27</i percent— oil and gas wells. .

(2) 23 percent—  .

(A) sulfur and uranium; and
(B) if from deposits in the United States— auorthositc 

clay, laterile, and ncphclitc syenite (to the extent that 
alumina and aluminum compounds are extracted therefrom),' 

asbestos, bauxite, cclcstite, chromite, corundum, fluorspar, 
graphite, ilmcnite, kyanite, imea. olivine, quartz crystals', 

(radio grade), rutile, block steatite talc, and zircon, and/ 
ores of the following metals: antimony, beryllium, bismuth, j 

cadmium, cobalt, coluinbium, load, lithium, manganese, mor-V 
cury, nickel, platinum and platinum group metals, tantalum,’•! 

thorium, tin, titanium, tungsten, vanadium, and zinc.

(3) 15 percent—  £•*
(A) metal mines (if paragraph (2) (U) does not apply),?

rock asphalt, and vormiculitc; and .j*
• *

(B) if neither paragraph (2) (11), (5) or (G) (B) applies,‘t- 

ball clay, bentonite, china clay, sagger clay, and clay used 
or sold for use for purposes dependent on its refractory/'

properties. ,j:/j

(•1) 10 percent— asbestos (if paragraph (2) (11) does not npv., 

ply), brucitc, coal, lignite, perlite, sodium chloride, and wol-;'.

I.astonitc.
(G) “7VI: percent— clay and shale used or sold for use in Uilc 

manufacture of sewer pipe or brick, ami clay, shale, and flint*/ 

used or sold for use as sintered or burned lightweight 

gates. VlftV.\y-5 per cent—
(A ) gravel, peat, pumice, sand, scoria, shale ( except; 

shale described in paragraph (ft)), and stone, (except nton*,
* #MV\, »'l\
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(B) d a y  used, or sold for use, in tiic manufacture of  
drainage and roofing tile, flower pots, and kindred prod­
ucts; and

(C) if from brine wells—bromine, calcium chloride., and 
magnesium chloride.

(7) 15 percent—all other minerals (including, but not limited 
to, aplilc, barite, borax, calcium carbonates, diatomaceoiis earth, 
dolomite, feldspar, fullers earth, garnet, giisonitc, granite, lime­
stone, magnesite, magnesium carbonates, marble, mollusk shells 
(including clam shells and oyster shells) , phosphate rock, 
potash, quartzite, slate, soapstone, stone (used or sold for 
use by the mine owner or operator as dimension stone or orna­
mental stone), thenarditi*, tripoli, Irons, and ( if  paragraph (2) 
(15) does not apply) bauxite, flake graphite, fluorspar, lepidnlitc, 
mica, spodumeno, and talc, including pyrophvllitc), except that, 
unless sold on bid in direct competition with a bona fide hid to 
sell a mineral listed in paragraph (3), the percentage shall be 
5 percent for any such other mineral (other than slate to which  
paragraph (ft) applies) when used, or sold for use, by the 
mine owner or operator as rip raj ballast, road material, 
rubble, concrete aggregates, or for similar purposes. For pur­
poses of this paragraph, the term "all other minerals” does not 
include—

(A) soil, sod, dirt, turf, water, or mosses; or
(11) minerals from sea water, the air, or similar inex­

haustible sources.

(c) Definition of gross income from properly.— For purposes of 
this section—

(1) Gross income from the properly.— The term “gross income 
from the properly" means, in the case of a property other than 
an oil or gas well, the gross income from mining.

(2) Mining.—The term "mining" includes not merely the ex­
traction of the ores or minerals 1/om the ground hut also Ihe 
treatment processes considered as mining described in para­
graph (4) (and the treatment processes necessary or incidental 
thereto), and so much i f  the transportation of ores or minerals  
(whether or not by common carrier) from the point of extraction 
from tin* ground to the plants or mills in which such treatment  
processes are applied thereto as is not in excess of 50 miles un­
less the Secretary or his delegate finds that the physical and 
other requiicments are such that the ore or mineral must he 
transported a greater distance to such plants or mills.

(3) Extraction of the ores or minerals from the ground.—The  
term "extraction of the ores or minerals from the ground" in­
cludes the extraction by mine owners or operators of ores or mill-
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payor'n taxnhlo Income f rom  the p roperty  (computed without u l lowunro fo r  . 
d ep le t ion ) ,  l ' o r  purponen o f the precedlni; nonli’ nce, Die n l lowuh le  deduc- t 
l lonn taken In to account with renpect to expemien o f m ini in: In coiupii(Hi); 
Dm taxati lo  Income f rom  the property  nlm 11 lie tlecroatiod hy an amount , 
Oqual to no much o f any i;a ln which ( 1 )  In trea ied under nectlon 12 IS 
(m in t in ' ;  to nalii f rom  dlnponltlon o f  eorta ln depreclnhle p rope r ty )  nil o r- 
d lnu ry  income, and ( 2 )  In p rope r ly  a l locab le  lo  ‘.he property . In no cane 
nhall the a l lowance fo r  depletion undo' in Minn li', I he lean than II would 1 
ho I f  computed without re fe rence to thin . . jc t lon .

( h )  IV'rcontarro i le j i le l lon  rat i f . — The luliien, v.etln, and o th e r  iiutura l 
doponlta, and the percentaifen, re fe rred  lo  In nil tin* f t  Ion ( a )  a re  an fo l lnwn:

( 1 )  percent—  j
(A )  iiu lphur and u ra n ium ; and
( I I )  I f  f i om  depoiil ln In the United Staten— anorthon lte , lay, 

la te r l te , mid nep lm l l lo  nyeulte ( t o  r  e extent that a lum ina  and 
a lum inum compouudit a re extiacted (h u re f r om ) ,  anlneiton, haux- 
lie , celenDte, chrom ite , corundum , f luo rnpar , u raph l le ,  Umeulte, 
kyanite , mica, o l iv ine , i| u a rt 1 cryntnln ( ra d io  c ru d e ) ,  rut lie, block 
nteatlte talc, and r l rcon , uud oreii o f  toe  fo l low lu c  miMaln: ant i­

mony, he ry l l lum , h lsmuth , cadmium, cohalt , r o lum h lum , lead 
l i th ium , inancane.ve, mercury , niolyhdenuni. n ickel , p lnt lnuo 
and p la t inum  c roup  mel. i la , tan ta lum , tho rium , tin , D lan l i t tu , 
tuncRlen, vanad ium , and zinc.

( 2 )  117 |M«rront— | f  f rom  deposits In the United S lR tes—
(A )  go ld , s l ive r , copper, and Iron o re . and 
I I I )  o i l  sha l l ) (except sha le described In paragraph ( 5 ) 1 .

(11) I I  |K’ r re i i t—(A )  meta l mines ( I f  paragraph ( 1 ) ( 1 1 )  o r  ( 2 )  (A )  docs 110
a p p ly ) ,  rock asphalt , and vc ru i lcu l l to ;  and

(U )  If pa rag raph ( 1 )  (13) . ( S ) ,  o r  (G ) ( 1 ) )  does not apply 
ha ll c lay, bentonite., china clay, sagger c lay, and c lay  used <• 
sold f o r  use fo r  purposes dependent on Its re f ra c to r ) - p ropert lc  

( 4 )  10 |H’ D’ ent— ashos os ( I f  paragraph (1 )1 1 1 )  does not apply* 
hruclte , coa l, i lgn ltc , p e r l l le ,  sodium ch lor ide , and wollaston lte .

(•r») "M  percent— c la y  mid sha lo used o r  sold fo r  use In the man 
u facturn o f sewer pipe o r  brick , and clay, sha le, and s la te used o r  sol 
fo r  iiBc as s in te red o r  burned lightweigh t aggregates.

( I I )  A percent—
(A )  g rave l , peat, pumice, sand, scoria, shalo (except that 

described l.i pa rag raph ( 2 )  ( I I )  o r  ( 5 ) ) ,  und ato 10 except stun 
described In p.irngrnph ( 7 ) ) ;

113) c lay used, o r  so ld f o r  use, In the m anu factu re  o f  d ra in  
ago and roo f in g  ti le , f l ow e r  pots, and k indred products ; mu 

( 0 )  If f r om  b r lno  we l ls— bromine , calcium ch loride , an 
magnesium ch loride .

( 7 )  11 porc4<nt— a l l  o th e r  m ine ra ls , Including, hut not lim ited M 
upllto , barite , borax , calc ium carbonates, dlatomuceotm ea r th , did-, 
mite, fe ldspar , fi l l 0 in earth , garnet, g l luonlte, granite , Umestoui 
magnesite, magnesium carbonates, martdo, rno llm ik aticllit ( Inctudiu 
c lam Hhells and oynte r s h e l l s ' ,  phoaphatn rock , potash, oua r tz l t '  
nlnt.11, soapstone, atono (used o r  sold fo r  use hy tlio mine iwner o 
o pe ra to r  as d imension atono o r  o rnamen ta l s ton e ) ,  thenard l te , tr lpo i 
t rona , and ( I f  pa rag raph ( 1 ) ( 1 1 )  does i p .  app ly ) bauxite, fiek 
graphite , f lu o rnpa r ,  lep ldo l l te , mica, npodumane, and ta lc ( In c lm l l i  
p y ro p h y l l l t o ) ,  except that , unlenn aold on hid In d irec t compe l l i le . 
with a bona fide  hid lo  sel l a  m inera l listed In pa ragraph ( I I ) ,  Di 
percentage sha l l  ho 6 percent f o r  any  such o the r m ine ra l (o th e r  tha 
s late lo which pa rag raph  (f>) app lies ) when used, o r  sold fo r  us 
hy the mine owner o r  op e ra to r  an r ip rap, ba l last , road mate r ia l 
rubb le , concrete aggregates, o r  f o r  s im i la r  purposes. F o r  purpose 
o f  this pa rag raph , (he  te rm  " a l l  o th e r  m ine ra ls "  does not Include 

(A )  soi l , sod. d i r t ,  lu r f ,  water , o r  mosses;
(11) m ine ra ls  f r om  sea water , t l io a ir , o r  s im i la r  inexhaust l l i 

iiourcisi; o r
( C )  o i l  and gas wells , 

l ’o r  the purposes o f th is subsection, m ine ra ls  (o th e r  than sodium ch lo i lde  
in t ru d e d  from  brines pumped from  a sa l ine perenn ia l la ke  within i t  
Un ltm l S la tes  sha l l  not tie considered m ine ra ls  f r om  an InethaunU ld
source.

(c )  D e f i n i t i o n  o f  g ross Income . . 
section —

( 1 )  ( ) rn " s  Income f rom  Die ,
f rom  the p r o p e r ly ”  means In lm  ...... ............  .
oil o r  gas we l l and o ther I l ian a geothe rma l deposit , the grows luoimi
from  mining.

—  —  is ■— — — —

property . ’— F o r  purposes o f 11>I

•erty,— The  term "g ro s s  liicom 
.•use o f a p rope rty  o th e r  than 11

11* 1 . w 1*1 4*



Cook Inlet Region, Inc. suppor ts  passage o f the attached investment tax c red i t  

legislat ion because we bel ieve:

F i rs t ,  tha t the bi l l  wil l  encourage cr i t i ca l  addi t ional investments into the 

State o f Alaska's mining indus tr ies .  By encouraging investment in th is  

p resen t ly  marginal i n d u s t r y  th rough  a temporary tax decrease the State is 

encouraging the p r iva te  sector to accelerate the d ive rs i f ica t ion  of the 

State's economy and employment base.

Second, we believe passage o f this bi l l  sends a clear policy sianal tha t  the 

State is in terested in pa r t ic ipa t ing  and encouraging the mining in d u s t r y  by 

reward ing  successful  capital  investment in the State.

Some of the most common quest ions asked regard ing an investment tax c re d i t  in 

the State are answered as fol lows:

WHO QUALIFIES FOR THE TAX CREDIT?

All co rporat ions pay ing Alaska corporate income taxes to the State could ut i l ize 

the special tax c red i t  to the extent they invest in qual i f ied investment tax 

p ro p e r ty  in the mining i n d u s t r y .

WHAT IS "QUALIFIED INVESTMENT TAX PROPERTY?"

Qual if ied investment tax p ro p e r ty  is p r imar i ly  tangible personal p r o p c r t v ,  i . e . ,  

t r u c k s ,  manufactur ing equipment ,  etc. It does not include roads, b u i ld in g s ,  

mine si tes, feas ib i l i ty  s tud ies ,  overhead, etc. In a development pro ject the 

amount of q u a l i fy ing  p ro p e r ty  wi l l  only be a par t  of  the total investment in the 
p ro je c t .



c r

MOW IS THE INVESTMENT TAX CREDIT COMPUTED?

F i r s t ,  the amount o f  the actual investment in qua l i fy ing  p ro p e r ty  by a 

corpora t ion  is determined. Then the p ro p e r ty  is grouped by useful l ives and 

the fol lowing percentages are mult ip l ied times the p ro pe r ty  basis:

0 to 3 Years -0 -
3 to 5 Years -1 /3 -
5 to 7 Years - 2 /3 -
Excess o f 7 Years - A l l -

The resu l t  is then mult ip l ied by 10% to determine the tax c red i t .

For example, i f  a $10,000 t r u c k  having a 6-year  useful  life was purchased and 

used in a mining p ro jec t ,  $6,GG7 o f  the basis would qua l i fy  and the amount of 

the c red i t  would be $667, The $667 could then be used to reduce the corporate  

income tax due on the company's p ro f i t s .

WHAT IMPA CT WOULD T HIS B IL L  HAVE ON PROJECT IONS OF STATE

REVENUES?

The bi l l  should have a v e r y  minimal impact on c u r - c n t  pro ject ions of State 

revenues. At p resen t ,  on ly  minimal amounts are being invested in the mining 

in d u s t r y  by tax pay ing co rpora t ions .  I f  the passage of this bil l  succeeds in i ts 

intended purpose o f increasing the investment in these resources, the f iscal 

impact on State revenues o f the bi l l  should be posit ive ra ther  than negat ive . 

Add i t iona l ly ,  investments in the mining in d u s t r y  could substant ia l ly  expand local 

governments '  sales and p ro p e r ty  tax bases.

WON' T THE STATE I.OS E $82,000,000 ALONE ON THE U.S. BORA X 

DEVELOPMENT?

C er ta in ly  not. Th is  erroneous ca lcu la t ion , which was raised concern ing a 

simi lar bi l l  last yea r ,  was made by assuming nil o f  U.S. Borax's proposed one 

b i l l ion  do l la r  investment would fu l ly  q u a l i f y  fo r  the tax c red i t .  Obvious ly  the 

substant ia l  por t ion  o f  U .S.  Borax 's  investment wil l be for no n -q u a l i fy in g  

p ro p e r t y  such as roads, b u i ld in g s ,  housing and the mine development i tse l f .

- 2 -



Only a l imited amount wi l l  be expended on the actual mining equipment which 

would qua l i fy  fo r  the special investment tax c re d i t .

ISN'T THIS B IL L  JUST ANOTHER SUBSIDY TO A SPECIAL INTEREST?

The investment tax c re d i t  is not a subs idy  bu t  ra ther  a temporary  tax 

reduct ion d i re c t ly  t ied to p ro f i tab le  investment .  The impact o f the bi l l  is 

beyond any special in te res t  because o f the broad impact it hopefu l ly  wi l l  have 

on indus tr ies  that are Statewide.

WHY IS CIRI SO INTERESTED IN THE PASSAGE OF THIS B IL L ?

CIRI 's in te res t  in passage o f  th is  bi l l  is d i r e c t l y  related to the company's 

experiences in a ttempting to develop i ts na tura l  resource base inc lud ing Beluga 

coal, Seldovia chrome and o the r  h a rd ro ck  poss ib i l i t ies .  When ANCSA passed in 

1971 there was great optimism about releasing the "great weal th" held by the 

Native lands to the Regional Corpora t ions,  the stockholders and ind i re c t l y  to 

the State economy. To date , to the best o f o u r  knowledge, there is not one 

major subsur face estate development underway on Native lands. The p r imary  

reasons for  this are:

1. the delay in t ra n s fe r  o f the lands.
2. the long lead times necessary to locate and develop mineral p roper t ies .
3. the cost ly in f r a s t r u c tu re  requ i red  and the decl ine in metal pr ices.
9. the lack o f  adequate capital  by the Native Corporat ions for the tremendous 

investments requ i re d ,  and there fore  the need to locate and negot iate major 
joint ve n tu re  pa r tne rs  w i th  the exper t ise  and capital  necessary.

This bil l  assists in overcoming some of the problems with  a t t rac t ing  capital  and 

convincing joint ven tu re  p a r tn e rs  o f the posit ive State po ' icy towards 

development.

WON'T AN I NVESTMENT DECISION BE MADE I RRECARDI.ESS OF A TAX

CRED IT 7

This is an academic argument that has been debated for twenty  years since 

John F. Kennedy in t roduced the f i r s t  investment tax c red i t  in 1961. Since that

-3-



time the investment tax c re d i t  has been expanded and used on a Federal tax

basis to encourage investment in

(1) Histor ical  bu i ld ings  rehab i l i ta t ion
(2) Business energy  saving devices
(3) Research fac i l i t ies
(4) Single purpose a g r ic u l tu re  s t ru c tu re s
(5) Pol lution contro l  fac i l i t ies

C u r re n t l y  discussion is underway to extend the investment tax c re d i t  to

rehab i l i ta t ion  o f the central  business core of many of America's larger c i t ies . 

Based on the cont inued expansion of the tax c re d i t ,  i t  is reasonable to conclude

that the investment tax c re d i t  is an e f fec t ive  tool to encourage addit ional
investment in ta rgeted areas.



H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  

T E S T I M O N Y  O F  D A V E  H E A T W O L E  

for

H O U S E  B I L L  258 

A p r i l  5, 1983

M y  n a m e  is D a v e  H e a t w o l e  and I a m  h e r e  to r e p r e s e n t  A l a s k a ' s  m i n i n g  

i n d u s t r y .  I a m  C h a i r m a n  o f  the S t a t e  O v e r s i g h t  C o m m i t t e e  of the A l a s k a  

M i n e r s  A s s o c i a t i o n ,  r e p r e s e n t i n g  s o m e  1,600 m i n e r s  f r o m  l a r g e  and small 

c o m p a n i e s ,  and I h a v e  s p e n t  m y  e n t i r e  p r o f e s s i o n a l  c a r e e r  in the m i n i n g  

i n d u s t r y .

I b e l i e v e  all o f  y o u  c a n  a g r e e  wi t h  m e  t h a t  m o s t  A l a s k a n s  are v ery

c o n c e r n e d  a b o u t  b r o a d e n i n g  o u t  s t a t e ' s  e c o n o m i c  base. VTny are w e  so 

d e p e n d e n t  u p o n  o i l  r e v e n u e s ?  W h a t  are we g o i n g  to d o  w h e n  the oil runs 

out?, ar e  q u e s t i o n s  f r e q u e n t l y  a s k e d  b y  A l a s k a n  p u b l i c  f o r u m s  I vr'nat I

w o u l d  l i k e  to d o  t o d a y  is g i v e  y o u  s o m e  idea w h a t  the f u t u r e  m i n i n g

i n d u s t r y  c o u l d  d o  for A l a s k a ' s  e c o n o m y  a n d tell  y o u  w h y  H o u s e  B i l l  258 is 

i m p o r t a n t  to s t i m u l a t e  m i n i n g  a c t i v i t y  in our st a te .

H i s t o r i c a l l y  m i n i n g  h a s  a l w a y s  b e e n  i m p o r t a n t  to A l a s k a  —  T h e  d i s c o v e r y  

of g o l d  at the t u r n  o f  the c e n t u r y  .led to A l a s k a ' s  f i r s t  g r o a t  e c o n o m i c  

boom. H a r d  r o c k  m i n i n g  b e c a m e  a c t i v e  in the e a r l y  1 9 0 0 's w i t h  the

d e v e l o p m e n t  o f  t h e  K e n n e c o t t  and A l a s k a - J u n e a u  m i n e s .  M i n i n g  w a s  the

m a i n s t a y  of A l a s k a ' s  e c o n o m y  u ntil m e n  and m a t e r i a l  r e s t r i c t i o n s  of the 

s e c o n d  w o r l d  w a r  f o r c e d  the c l o s u r e  of A l a s k a  m i n e s .  A f t e r  the war

p l a c e r  g o l d  m i n i n g  r e v i v e d  and is a s i g n i f i c a n t  p a r t  o f  A l a s k a ' s  c u r r e n t  

e c o n o m y .  D u r i n g  1982, th e  pl a c e r m i n i n g  e m p l o y e d  a p p r o x i m a t e l y  3,000 

A l a s k a n s  an d  c o n t r i b u t e d  a p p r o x i m a t e l y  $250 m i l l i o n  to the s t a t e ' s

ec o n o m y .



In the late 1960's - early 70's, a few major mining companie returned to 

Alaska to begin mineral exploration programs. These ccmpanies returned 

to Alaska to begin mineral exploration programs, because foreign 

expropriations and pending domestic mineral shortages-made domestic 

mineral investments much more attractive. Alaska offered the United 

State's last great unexplored frontier. This recent mineral exploration 

activity has produced a few major mineral discoveries which have 

announced plans to be in production before 1990:

o The Red Dog Deposits in Delong Mts., North of Kotzebue 

o Green's Creek Deposit on Admiralty Island

o The Quartz Hill Deposit, near Ketchikan

Thr- development of those deposits and ether known occurrences could 

create a substantial addition to Alaska's economy —  mining, unlike oil, 

is a very labor intensive business. A majority of the new wealth created 

would stay in the state in the form of wages and goods purchased. John 

Whitney, a noted mineral economist, in 1979 predicted that the 

development of the deposits of NW Alaska, Rod Dog and Ambler, would 

create over 1,000 new jobs in Alaska and produce annual gross sales on 

the order of $570 million (1979 dollars). The Alaska Minors Association 

published a report last July which predicted, that given the proper 

combination of world metal prices, Alaska investment climate and 

infrastructure development, Alaska's major mining industry, < ould by the 

year 2000 provide 6,000 new jobs and add an estimated 3.0 billion to 

Alaska's economy.



I believe these studies indicate that mining has the potential to

significantly impact Alaska's future economy.

The development of major mining, depends on two factors which involve 

state government.

1. Availability of infrastructure.

2. A stable investment climate

I am not going to discuss infrastructure today, suffice to say it is of

equal importance to investment climate.

In order to be developed, Alaskan mineral deposits are going to have to

compete on a world-wide basis. Metals produced in Alaska are going to be

sold at the same price as those produced in Western U.S., South America, 

or South Africa. To be competitive, Alaska's costs of production must be 

comparable. Fortunately, nature has given Alaska some high grade 

c.eposits, which will help keep thorn compotitive, but Alaskan costs are

high.

Dy allowing investors to recoup their risk capital quicker the investment

tax credits proposed in House Dill 258 will help keep the costs of

Alaskan mineral development competitive. But more importantly, enactment 

of House Bill 258 will send a strong signal to outside investors that the 

State of Alaska is curious about developing its mineral industry by 

providing incentives for investment.

As stated in the attached letter to Speaker Hayes, House Bill 258 should 

be considered an income pio.uicing bill. The immediate cost of enactment 

is very email, but potential impact cn the Alaska's future economy is 

quite substantial. For a diversified economy in Alaska, I urge you to 

pass this bill.



ALASKA M IN ER S ASSOCIATION
509  W. Third Ave., Suite 1 /, Anchorage, Alaska 99501 (9071 275-0347 

April 1, 1983

Representative Joe L. Hayes 
Speaker of the House 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Representative Hayes:

The Statewide Board of Directors of the Alaska Miners Associa­
tive attached resolutiontion unanimously passed 

ment of HB-258. The Alaska Miners Association 
approximately 1600 miners located throughout Alaska.

urging enact- 
represents

The Alaska Miners Tissociation believes that the investment tax 
credits proposed in HB-258 will broaden Alaska's economic base. 
The people of Alaska are concerned about our state's dependence 
upon oil revenues and diversification of our state's economy is 
very iinDortant for the long term economic health in Alaska.

Many members of the legislature may be hesitant to consider a 
tax credit bill in the face of declining oil revenues. However 
HB-258 is an income’ - producing bill. It will send a strong 
signal to investors that Alaska is seriously attempting to 
attract mineral development and increase exploration and mining 
activity. The economic benefits accruing to the state will far 
outweigh the revenues lost by the tax credit.

The initial reduction in revenues 
be small, less than ten million 
credits will make -\laskan mineral 
on a world wide basis and lead to 
term healthy mining industry.

by mineral investment would 
dollars annually. The tax 
investments more competitive 
the establishment of a long

We are asking for your help to obtain passage of this bill and 
make an investment in Alaska's long term economic future.

Sincerely yours,

PSG/vdAttachment



ALASKA M IN E R S  ASSOCIATION, INC
509 W. Third Ave„  Suite 17, Anchorage, Alajka D9501 (907) 276-0347

RESOLUTION - MOUSE BILL 2>S

Whereas the Alaska Miner's Association desires to foster the development of 
Alaska's mineral resources and,

Whereas the people of Alaska desire to broaden the economic basis of our state and,

Whereas the Investment Tax Credits proposed in HB-23S would provide financial 
incentives for the development of minerals in Alaska and indicate the strong support 
of the State of Alaska for a mining industry.

The Board of Directors hereby resolves to urge the Governor of Alaska, the 
Speaker of the Alaska State House, the President of the Alaska State Senate and the 
Chairpersons of Mouse and Senate Resources Committee for expeditious passage of 
HB-25S.

Approved 

Fairbanks, Alaska 

March 29, 19S3

—  Paul Glavinovicn - President

Sandra M. Thomas - Secretary
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