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C S H B  4 9 8  ( R E S )

M in e ra l E x p lo r a t io n  In c e n t iv e  C r e d it s  

M a rc h  2 9 ,  1 9 9 4  

P a g e  2  o f  2

Bill Anal„ sis

T h i s  b ill g r a n t s  a n  e x p lo r a t io n  in c e n t iv e  c r e d it  to  q u a lif ie d  a p p lic a n t s  fo r  a c t iv it ie s  re la te d  to 

d e t e rm in in g  th e  e x i s t e n c e ,  lo c a t io n , e x t e n t  a n d  q u a lity  o f  a  lo c a ta b le  o r  le a s a b le  m in e ra l o r 

c o a l d e p o s i t s .  T h e  c r e d it  m a y  b e  c la im e d  a g a in s t  c o rp o ra t io n  n e t  in c o m e  a n d  m in in g  l i c e n s e  

t a x e s  u n d e r  A S  4 3 .2 0  a n d  A S  4 3 .6 5 ,  r e sp e c t iv e ly ,  a n d  r o y a lt ie s  u n d e r  A S  3 8 .0 5 . 1 3 5  - 

3 8 . 0 5 . 1 7 5 .

T h e  c re d it  i s  lim ite d  in  a n y  o n e  ta x  y e a r  to  6 0 %  o f  d ir e c t  la b o r  c o s t s  fo r  A la sk a  r e s id e n t s  a n d  

5 0 %  o f  d ir e c t  la b o r  c o s t s  fo r  n o n r e s id e n t s  a n d  o t h e r  e l ig ib le  c o s t s  th a t q u a lify  fo r  th e  c r e d it  n o t 

to  e x c e e d  5 0 %  o f  th e  s u m  a m o u n t  p a y a b le  a s  t a x e s  a n d  r o y a lt ie s  u n d e r  A S  4 3 .2 0 ,  A S  4 3 .6 5  

a n d  A S  3 8 .0 5 .  T h e  c r e d it  i s  a v a ila b le  a s  a  c a r r y fo rw a r d  fo r  1 5  y e a r s .

T h e  c r e d it  m a y  b e  a s s ig n e d  to  th e  a p p lic a n t ’s  s u c c e s s o r  in  in t e r e s t  ,fo r  th e  s i t e  a t w h ic h  

e x p lo ra t io n  a c t iv i t ie s  o c c u r  if th e  s u c c e s s o r  i s  a  q u a lif ie d  a p p lic a n t?

T h i s  b ill h a s  a  r e t ro a c t iv e  e f fe c t iv e  d a te  o f  Ja n u a r y  1 ,  1 9 9 4 .

Operating Costs

D e p a rtm e n t  o f  R e v e n u e  d o e s  n o t  a n t ic ip a te  a d d it io n a l c o s t s  to  a d m in is t e r  th e  p r o v i s io n s  o f  

t h i s  b ill. T h e  D e p a rtm e n t  w o u ld  m o d ify  c u r r e n t  f o r m s  to  p ro v id e  fo r  t a x p a y e r s  to  c la im  c r e d i t s .

Revenue

A v e r a g e  c o r p o r a t io n  n e t  in c o m e  a n d  m in in g  l i c e n s e  ta x  c o l le c t io n s  o v e r  th e  p a s t  th re e  f i s c a l  

y e a r s  w e r e  a p p r o x im a t e ly  $ 1 8 6  m ill io n . A c c o r d in g  to  D e p a rtm e n t  o f  N a tu ra l R e s o u r c e s ’ 

p u b lic a t io n  Alaska’s Mineral Industry 1993: A Summary, e x p lo r a t io n  e x p e n d it u r e s  in 1 9 9 3  

w e r e  $ 2 8 . 2  m il l io n .

S i n c e  c r e d it s  a r e  lim ite d  to  th e  l e s s e r  o f  th e  p e r c e n t a g e s  o f  e l ig ib le  c o s t s  o u t lin e d  a b o v e  o r  

5 0 %  o f  t a x e s  p a y a b le , th e  m a x im u m  a m o u n t  o f  c r e d i t s  w h ic h  c o u ld  h a v e  b e e r : c la im e d  fo r  

1 9 9 3  w o u ld  h a v e  b e e n  lim ite d  to  6 0 %  o f  e x p e n d it u r e s  ( a s su m in g  a ll c o s t s  a r e  fo r  d ir e c t  la b o r  

fo r  r e s id e n t s )  o r  a p p r o x im a t e ly  $ 1 7  m ill io n . T o ta l e x p e n d it u r e s  m a y  in c r e a s e  a s  a  r e su lt  o f  th e  

in c e n t iv e  p ro g ra m  u n d e r  t h i s  b ill .  A c c o r d in g ly ,  th e  m a x im u m  a m o u n t  o f  c r e d it s  w o u ld  in c r e a s e  

o v e r  t im e  in  p ro p o r t io n  to  e x p e n d it u r e s .

A m o u n t s  c la im e d  a s  c r e d i t s  w ill v a ry  e a c h  y e a r  d e p e n d in g  o n  a m o u n t s  e x p e n d e d  fo r  

e x p lo r a t io n , c r e d i t s  a s s ig n e d  to  s u c c e s s o r  c o r p o r a t io n s ,  c r e d it s  c a r r ie d  fo rw a rd  o v e r  th e  1 5  

y e a r  p e r io d  a l lo w e d , a n d  th e  e f f e c t  o f  c r e d i t s  a p p lie d  a g a in s t  ro y a lty  p a y m e n t s  a s  p ro v id e d  fo r  

u n d e r  t h i s  b ill.
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Sponsor Statement 
HB 498 

Rep. Richard Foster

HB 498: An Act Providing for Exploration Credits for Activities
Involving locatable and leasable minerals and coal deposits.

HB 498 allows credits of up to 50% of qualified exploration 
expenditures that can be used to offset state royalty payments and 
income taxes. The credit must be used within 15 years after it is 
extended by the commissioner of Natural Resources.

The credit must be granted if the applicant is authorized to do 
business in the state and adequately documents the exploration 
activity. Data provided to the Commissioner must be kept 
confidential for 36 months after receipt. Credits are assignable and 
may be carried forward and/or apportioned between royalty and 
taxes, in the applicants discretion, but may not exceed the combined 
amount of taxes and royalties due for the period in which the credit 
is being used.

This bill implements one of the recommendations of the Alaska 
Minerals Commission contained in their January 1994 Report 
(Report). Over the past several years there has been a mass exodus 
of mineral exploration investment from the lower 48 states and to a 
lesser extent away from Alaska. These dollars are now being 
invested in Mexico, Chile, Indonesia, and Russia, to name a few.

Much of this shift is attributable to ever-increasing regulatory and 
political obstacles in the U.S. and pro-active foreign mineral 
exploration and development policies, including elimination of 
royalties and tax incentives. Fortunately, and while this could 
change at any time, Alaska's image has been improving for the past 
several years after a long period of disfavor; although there is still 
a concern that our remoteness a"d lack of infrastructure and access 
to public lands work as significant disadvantages.

Alaska is blessed with an abundance of geologically favorable 
terrain. This bill is one of several things the legislature can do to 
reinforce the distinction between Alaska and the the lower 48, 
address the issue of foreign competition and encourage further 
investment in our mining industry.



HB 498 proposes a meaningful and reasonably attractive economic 
incentive that will help offset real and perceived problems facing 
exploration here and send a clear message to the world that 
Alaska is a good place to do business.
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W O R K  D R A F T

8-LS1644\0
C h e n o w e t h

3/23/94

"An Act providing for exploration incentive credits for activities involving locatable 

and leasable minerals and coal deposits on certain land in the state; and 

providing for an effective date."

B E  IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A L A S K A :

* Section 1. AS 27 is amended by adding a new chapter :o read:
C H A PTER  30. E X P LO R A T IO N  IN C E N T IV E  C R E D IT S .

Sec. 2 7 .3 0 .0 1 0 . E X P LO R A T IO N  IN C E N T IV E  C R E D IT S  A U T H O R IZ E D ,
(a ) The comm issioner shall grant to a qualified applicant an exp loration incentive 
credit fo r  each o f  the fo llow ing  activities perform ed on o r fo r  the benefit o f  land in the 
state fo r  the purpose o f  determ ining the existence, location , extent, o r quality o f  a 
locatab le o r leasable m inera l o r coal deposit, regardless o f  whether die land is state- 
owned land:

(1 ) surveying by geophysical o r geochem ical methods;
(2 )  d rilling  exp loration holes;

-1- CSHB 498( )
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(3 ) conducting underground exp lon tion ; o r
(4 ) perform ing other exp loratory work, including aeria l photographs, 

geo log ica l and geophysical logging, and sample analysis, fo r  the purpose o f  
determ ining the existence, location, extent, o r quaiity o f  the deposit.

(b ) An exp loration incentive credit granted under (a ) o f  this section m ay be
(1 ) applied, at the discretion o f  the qua lified applicant and subject to 

the lim it o f  AS 27 .3 0 .0 2 0 , against
(A ) taxes payable under AS 4 3 .2 0  and AS 4 3 .6 5 ; and
(B ) m ineral production roya lty  payments due the state under

AS 38 .0 5 .1 3 5  - 38 .05 .175 ; and
(2 ) carried forward to a subsequent tax year o r payment period , except 

as lim ited by AS 27 .30 .0 30 .
(o ) An exp loration incentive credit shall be granted under (a ) o f  this section 

to a qua lified  applicant i f  the qurJified applicant provides the com m issioner satisfactory 
documentation o f  exp loration activity conducted and o f  the e lig ib le  costs. Fc*- 
purposes o f  this subsection, "satisfactory documentation o f  exp lora tion activity" 
includes, where applicable,

(1 ) a representative skeleton core fo r  each ho le  cored o r a
representative set o f  cuttings fo r  each hole rotary drilled ;

(2 ) chem ical analytical data and noninterpretive geophysica l data;
(3 ) aerial photographs o r a topographic o r  geologic map show ing the 

location o f  the d rill holes, sample locations, o r the other exp loration activities 
undertaken; i f  the locations are shown on a map, the map must have a scale o f  not less 
than one inch to the m ile showing reference to a recognized coordinate system; and

(4 ) a cost breakdown showing amounts c la im ed by the applicant as an 
exp lo ra tion  incentive under this subsection.

(d ) Data provided to the commissioner under (c ) (2 )  o f  this section sha ll be 
kept confidential fo r  36 months after receipt by the comm issioner.

Sec. 2 7 .3 0 .0 2 0 . L IM IT  ON C RED IT S . The amount o f  exp loration  incentive 
credits fo r  each parcel o r site may not exceed the lesser o f

(1 ) 5 0  percent o f  the combined amount payable by the qua lified

WORK DRAFT
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applicant as taxes unde.” AS 4 3 .2 0  and AS 43 .65  and as m ineral production roya lty  
payments due under Ad 38 .0 5 .1 3 5  - 38 .05 .175  fo r production from  the parcel o r site 
on which the exp loration activity occurred; o r

(2 ) 50  percent o f  e lig ib le costs relating to actirities that qua lify  fo r  an 
exp loration  incentive credit that occur on the parcel o r  site on which the exp loration 
activ ity occurred.

Sec. 2 7 .30 .0 30 . U SE  OF C RE D IT . An exp loration incentive credit
(1 ) must be used within 15 years a fter it is extended under 

A S  2 7 .3 0 .0 1 0 ; and
(2 ) may, fo r  the purposes described in AS 27 .30 .010 (b ), be assigned 

by the qua lified  applicant to the applicant’ s successor in interest fo r  the site at which 
the exp loration activities occur i f  the successor in interest is a qualified applicant.

Sec. 2 7 .30 .0 40 . R E LA T IO N SH IP  TO  O TH ER  FU N D S . Amounts due the 
permanent fund under AS 37 .1 3 .0 1 0  and the public school trust fund under 
AS 3 7 .1 4 .1 5 0  shall be calculated before the application o f  a credit extended under 
A S  27 .3 0 .0 1 0 .

Sec. 2 7 .3 0 .0 5 0 . R E G U LA T IO N S . The comm issioner may adopt regulations 
necessary to implement this chapter.

Sec. 27 .3 0 .0 9 0 . D E F IN IT IO N S . In this chapter,
(1 ) "e lig ib le costs" mean the costs incurred fo r activities in direct 

support o f  exp loration activity conducted fo r  the purpose o f  determining the existence, 
location , extent, o r quality o f  a m ineral o r coa l deposit; the term

(A ) includes direct labor costs, including the cost o f  benefits, 
fo r  employees directly associated with v/ork described in AS 2 7 .3 0 .0 1 0 (a )(1 ) -
(4 ) , the cost o f  renting o r leasing equipment from  parties not a ffiliated with

the applicant, the reasonable costs o f  maintaining and operating equipment, 
payments to consultants and independent contractors not affiliated with the 
applicant, and costs o f  materials and supplies;

(B ) does not include noncash expenses such as depreciation and 
reserves, interest o r other costs o f  borrowed funds, return on investment, 
overhead, insurance o r bond premiums, o r  any other expense that is

WORK DRAFT
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unreasonable o r that the applicant has not incurred to complete work described 
in AS 2 7 .3 0 .0 1 0 (a )(1 ) - (4 ) ;

(2 ) "geochem ical methods" means soil, rock , vegetation, and s im ila r 
samples co llected and their chem ical analyses;

(3 ) "geophysical methods" means a ll geophysical data gathering 
methods used in m inerals exp loration , including seism ic, gravity, magnetic, and 
electromagnetic measurements;

(4 )  "qua lified applicant" means
(A ) a natural person who is at least 18 years o f  age;
(B )  a partnership qualified to do business in the state;
(C ) a corporation qualified to do business in the state;
(D ) a lim ited liab ility company qualified to do business in the

state;
(E ) a lega l guardian o r trustee o f  a qua lified  natural person 

described in (A ) o f  this paragraph; o r
(F ) any association o f  persons listed in (A ) - (E ) o f  this

paragraph.
* Sec. 2 . A S  3 8 .0 5 .1 3 5 (a ) is amended to read:

(a ) Except as otherwise provided, valuab le m ineral deposits in land belonging 
to the state shall be open to exp loration , development, and the extraction o f  m inerals. 
A ll land, together with tide, submerged, o r shoreland, to which the state holds title to 
o r  t ? which the state may become entitled, may be obtained by perm it o r lease fo r  the 
purpose o f  exp loration , development, and the extraction o f  m inerals. Except as 
specifica lly  lim ited by AS 3 8 .0 5 .1 3 5  - 38 .0 5 .181 , land m ay be w ithheld from  lease 
application on a first-com e, first-served basis, and o ffe red  on ly  on a competitive bid 
basis when determ ined by the comm issioner to be in the best interests o f the state. 
When authorized bv AS 27.30.010. the commissioner shall allow an exploration 
incentive credit for activities undertaken to determine the existence, location, 
extent, or quality of a locatable or leasable mineral or coal deposit and in [IN] 
unproven areas the comm issioner may o ffe r additional incentives, including a reduction 
o f  roya lty  to a m inimum  o f  five  percent in the case o f  o i l and gas, and other terms in

WORK DRAFT WORK DRAFT WORK DRAFT
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and granting permit o r lease fo r  exploration and development whenever it appears to 
be in the best interests o f  the state to do so.

*  Sec . 3 . AS 3 8 .0 5 .2 1 2 (b ) is amended to read:
(b ) The production roya lty

(1 ) is three percent o f  net income as determined under AS 4 3 .6 5 : and
(2 ) is sub jec t to the exp lo ra tion  incen tive c re d it a u th o rized  bv

A S 27  J O .
*  Sec. 4 . AS 4 3 .2 0  is amended by adding a new section to read:

Sec. 43 .2 0 .0 4 4 . E X P LO R A T IO N  IN C EN T IV E  C R E D IT . A  taxpayer may 
app ly  as a credit against the tax levied under this chapter the exp lo ra tion  incentive 
cred it authorized by AS 27 .30 .

* Sec. 5 . AS 4 3 .6 5 .0 2 0 (a ) is amended to read:
(a ) A  person subject to tax under this chapter sha ll m ake a return stating 

spec ifica lly  the items o f  gross income from  the property, includ ing roya lty  received 
and the deductions and credits a llowed by this chapter and  the e xp lo ra t io n  incentive 
c re d it  au th o rized  bv AS 2 7 JO , and other in formation fo r  carrying out this chapter 
that die department prescribes. The return must show the m ining license number and 
must be signed by the taxpayer o r an authorized agent o f  the taxpayer, under penalty 
o f  unsworn fa lsification . I f  receivers, trustees, o r assigns are operating the property 
o r  business, they shall make returns fo r the person engaged in m ining, o r the recipient 
o f  roya lty  in connection with m ining property. The tax due on the basis o f  the rerums 
sha ll be collected in the same manner as i f  collected from  the person o f  whose 
business they have custody and control.

*  Sec . 6 . This Act is retroactive to January 1, 1994, and applies to activities that qua lify  
fo r the exp loration incentive credit authorized by AS 27 .30  that are undertaken after 
December 31 , 1993 .

* Sec . 7 . This Act takes effect immediately under AS 01 .1 0 .0 7 0 (c ).

-5-
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D I V I S I O N  O F  L E G A L  S E R V I C E S

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

(907) 465-3807 o r 465-2450
FslX (907 ) 465-2029 130 Seward Street. Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M E M O R A N D U M  Feb ru a ry  22 , 1994

S U B JE C T : H ou se  B ill 4 9 8  -- Sectiona l analysis (W o r k  O rd e r  N o . 8-
L S  1644 \J )

TO : R ep re sen ta tive  R ich a rd  F o s te r

F R O M : Jack Chenow eth
Leg is la tive '

In  add ition  to o th e r credits o r  ad justm ents that m ay be a llow ed  to som eone 
conducting m ining activity, the m easure p roposes to estab lish an e xp lo ra tio n  incentive 
cred it fo r  activities on  land in the state that re la te  to loca tab le  and lea sab le  m inera ls 
and to  coa l.

B i l l  section 1: Th is p rov is ion , the heart o f  the m easure , au tho rizes an exp lo ra tion  
incentive cred it fo r  activities on  o r  fo r  the bene fit o f  land  in the state to  de te rm ine 
"the existence, loca tion , extent, o r  quality" o f  a loca tab le  o r  leasab le  m in e ra l o r  coa l 
deposit. Spec ifica lly  ~

-- A S  27 .3 0 .0 1 0  au tho rizes the exp lo ra tion  incentive cred it; describes the 
activities that qua lify  fo r  the cred it; de te rm ines how the cred it, once g ran ted , m ay be 
app lied ; p rescribes the docum en ta tion  o f  activity that must be subm itted  to  qua lify  
fo r  the c red it; and sets a tim e lim it b e fo re  which the com m iss ione r m ay not re lease  
certain  in fo rm a tion  o r  data  ob ta ined  by the com m iss ioner unde r the activity 
docum enta tion  p rov is ion ;

-- A S  27 .3 0 .0 2 0  de fines the lim its o f  the cred it, which a re  m ade the lesse r o f
(1 )  the e xp lo ra tio n  incentive cred it app lican t’s m ine ra l p rodu c tion  roya lty  paym ent 
ob liga tion  under A S  38 .05 , o r  tax ob liga tion  unde r the state incom e tax o r  m ining 
license tax, o r  the com b ina tion  o f  them , o r  (2 )  5 0  pe rcen t o f  the c red it app lican t ’s 
e lig ib le  costs;

-- A S  27 .3 0 .0 3 0  sets a tim e lim it on  the use o r  app lica tion  o f  the exp lo ra tion  
incentive c r e d i t - 15 years a fte r a p p ro v a l-a n d  perm its use o f  the c red it to  be assigned 
by one qu a lified  cred it app lican t to  ano the r;



-  A S 2 7 .3 0 .0 4 0  fo llow s a p rovision o f  the o il and gas exp lo ra tion  incentive 
cred it now  under conside ration  and is in tended to ho ld  the A la ska  P e rm anen t Fund 
harm less against loss o f  any am ounts due the fund under a rtic le  IX , section 15 and 
by law;

-- A S  2 7 .3 0 .0 5 0  au tho rizes the com m issioner o f  na tu ra l resou rces to  d eve lop , 
adopt, and en fo rce  regu la tion s re lating to the cla im  and use o f  the e xp lo ra tio n  
incentive cred it; and

-- A S  2 7 .3 0 .0 9 0  supp lies defin itions to  term s used in A S  27 .30 .

Bill section 2 am ends the p roduction  roya lty  p rovisions o f  the A laska  L an d  Act, 
A S  38 .05 , to pe rm it a person  ob liga ted  to pay a m ine ra l p roduc tion  roya lty  paym ent 
to c laim  the exp lo ra tion  incentive cred it against the roya lty  paym en t that is due under 
that chapter.

Bill section 3 revises the m anne r o f  com puting the m ine ra l p roduc tion  ro y a lty  due 
under A S  38 .05 to recogn ize the exp lo ra tion  incentive credit.

Bill section 4 amends the A la ska  N et Incom e Tax , the cu rren t state incom e tax, to 
perm it a taxpayer to c laim  the exp lo ra tion  incentive cred it against the tax due under 
that chapter.

Bill section 5 am ends the m ethod  o f  calculating the M ining L icense Tax, A S  43 .65 , 
to  recogn ize the c la im  o f  the exp lo ra tion  incentive credit.

Bill section 6 am ends the p rov is ion  o f  the M ining L icense Tax , A S 43.65, to 
recogn ize , as an add ition a l ad justm en t to com putation  o f  the tax due, the c la im  o f  the 
e xp lo ra tion  incentive cred it as a cred it that may be c la im ed against that tax.

Bill section 7 m akes the p rop o sed  exp lo ra tion  incentive cred it au tho rized  by the 
m easure retroac tive  to  January  1, 1994, to cove r activities qua lify ing fo r  the cred it 
that take p lace a fte r D e c em be r 31 , 1993.

Bill section 8 gives the m easu re  an im mediate e ffective date.

R e p r e s e n t a t i v e  R i c h a r d  F o s t e r

F e b r u a r y  22, 1 9 9 4

P a g e  2

JBC :gc
94-149 .g lc



F I S C A L  N O T E

1994 L E G IS L A T IV E  S E S S IO N
Revision Date:
Title:

S T A T E  O F  A L A S K A B I L L  N O .  HB 498

Mineral Exploration Incentive Credits
Dept. Affected: Revenue

‘ BRU:
Component:

Revenue Operations
Income and Excise Audit

Sponsor:
Requestor:

Representatives Foster. MacLean
(H) RES

Expenditures/Revenues:

COMPONENT SERIAL NO. 113

(Thousands of Dollars)
OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE FUND SOURCE: General 0 • (186M) 0 -  (S186M) 0 - (S186M) 0 - (S186M) 0 • (S186M) 0 - (S186M)

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Proqram Receipts
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
Estimate o f current year (FY94) impact: S

ANALYSIS: (Attach a separate page if necessary.) 

SEE ATTACHED

Prepared by: Larry E. Meyers v _______________________________________  Phone: 465-2320
Income and Excise AudiLDmsion r \  V'i ^  0
Darrel J. Rexwinkel f  ' _____L l J? ■■■ 1
Department of Revenue /  v

Division: Income and Excise Audit-Smsion / \  V\____________ ^  / )  Date: February 24, 1994
Date: February 24, 1994--------------------------------------1---------------------------- ,— 7---------------------j--------- -----------------------------

Agency:
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 

Fo r further distribution Information call the Governor’s  Legislative Office
(Rev 11/93) 94llscal.mo/lal P a g e  1 o f 2

lpb:hb*98.nto



H B  4 9 8

M in e ra l E x p lo ra t io n  In c e n t iv e  C r e d it s  

F e b ru a ry  2 4 ,  1 9 9 4  

P a g e  2  o f 2

Bill Analysis

T h i s  b ill g r a n t s  a n  e x p lo ra t io n  in c e n t iv e  c r e d it  to  q u a lif ie d  a p p lic a n t s  fo r  a c t iv it ie s  re la te d  to 

d e te rm in in g  th e  e x i s t e n c e ,  lo c a t io n , e x te n t  a n d  q u a lity  o f  a  lo c a ta b le  o r  le a sa b le  m in e ra l o r  

c o a l d e p o s it s .  T h e  c r e d it  m a y  b e  c la im e d  a g a in s t  c o r p o ra t io n  n e t  in c o m e  a n d  m in in g  l i c e n s e  

t a x e s  u n d e r  A S  4 3 .2 0  a n d  A S  4 3 .6 5 ,  r e sp e c t iv e ly ,  a n d  i s  a v a ila b le  a s  a c a rry fo rw a rd  fo r  1 5  

y e a r s .

T h e  c re d it  i s  lim ite d  in  a n y  o n e  ta x  y e a r  to th e  l e s s e r  o f  5 0 %  o f  e l ig ib le  c o s t s  th a t q u a lify  fo r  

th e  c re d it  o r  s u m  a m o u n t  p a y a b le  a s  t a x e s  a n d  r o y a lt ie s  u n d e r  A S  4 3 .2 0 ,  A S  4 3 .6 5  a n d  A S  

3 8 .0 5 .

T h e  c re d it  m a y  b e  a s s ig n e d  to a n o th e r  q u a lif ie d  a p p lic a n t . T h e  o t h e r  q u a lif ie d  a p p lic a n t  m a y  

u s e  th e  c re d it  in  th e  s a m e  m a n n e r  a s  th e  o r ig in a l a p p lic a n t  c o u ld  h a v e  u s e d  th e  c re d it .

T h i s  b ill h a s  a  r e t ro a c t iv e  e f fe c t iv e  d a te  o f  Ja n u a r y  1 ,  1 9 9 4 .

Operating Costs

D e p a rtm e n t  o f  R e v e n u e  d o e s  n o t  a n t ic ip a te  a d d it io n a l c o s t s  to  a d m in is t e r  th e  p r o v i s io n s  o f 

t h i s  b ill. T h e  D e p a rtm e n t  w o u ld  m o d ify  c u r re n t  f o r m s  to  p ro v id e  fo r  t a x p a y e r s  to  c la im  c r e d it s .

Revenue

D e p e n d in g  o n  th e  a m o u n t  o f  e x p lo ra t io n  e x p e n d it u r e s  m a d e  e a c h  y e a r ,  t a x p a y e r s  m a y  c la im  

c r e d it s  a g a in s t  th e  tota l a m o u n t  o f  th e ir  c o rp o ra t io n  in c o m e  a n d  m in in g  l i c e n s e  ta x  l ia b i l i t ie s .  

A c c o r d in g  to D e p a rtm e n t  o f  N a tu ra l R e s o u r c e s ’ p u b lic a t io n  Alaska's Mineral Industry 1993: A 
Summary, e x p lo ra t io n  e x p e n d it u r e s  in 1 9 9 3  w e r e  $ 2 8 . 2  m ill io n .

S in c e  c r e d it s  m a y  b e  a s s ig n e d  to  o th e r  c o r p o r a t io n s ,  p o te n t ia lly  a ll c o r p o ra t ic n  n e t  in c o m e  a n d  

m in in g  l i c e n s e  t a x e s  c o u ld  b e  re d u c e d  b y  e x p lo ra t io n  in c e n t iv e  c r e d it s  a llo w e d  u n d e r  t h i s  

p ro g ra m . A v e r a g e  c o r p o ra t io n  n e t  in c o m e  a n d  m in in g  l i c e n s e  ta x  c o l le c t io n s  o v e r  th e  p a s t  

t h re e  f i s c a l  y e a r s  w e r e  a p p ro x im a te ly  $ 1 8 6  m ill io n .

A m o u n t s  c la im e d  a s  c r e d i t s  w ill v a ry  e a c h  y e a r  d e p e n d in g  o n  a m o u n t s  e x p e n d e d  fo r  

e x p lo ra t io n , c r e d it s  a s s ig n e d  to  o t h e r  c o r p o r a t io n s ,  c r e d it s  c a r r ie d  fo rw a rd  o v e r  th e  1 5  y e a r  

p e r io d  a llo w e d , a n d  th e  e f fe c t  o f c r e d it s  a p p lie d  a g a in s t  ro y a lty  p a y m e n t s  a s  p ro v id e d  fo r  

u n d e r  t h is  b ill.

lpMiM98.an
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M a r c h  9 ,  1 9 9 4

H o n o r a b l e  W i l l i a m  W i l l i a m s  
C h a i r m a n
H o u s e  R e s o u r c e s  C o m m i t t e e  
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 1 1

R E :  H B - 4 9 8 , E x p l o r a t i o n  I n c e n t i v e s

D e a r  R e p r e s e n t a t i v e  W i l l i a m s ,

T h e  A l a s k a  M i n e r s  A s s o c i a t i o n  w i s h e s  t o  g o  o n  r e c o r d  i n  s u p p o r t  o f  
H o u s e  B i l l  4 9 8  w h i c h  p r o v i d e s  f i n a n c i a l  i n c e n t i v e s  f o r  c o m p a n i e s  
a n d  i n d i v i d u a l s  t o  e x p l o r e  f o r  a n d  d e v e l o p  m i n e r a l  d e p o s i t s  i n  t h e  
s t a t e .  T h i s  i s  a n  i m p o r t a n t  b i l l  t h a t  w i l l  e n c o u r a g e  b o t h  t h e  
s m a l l  p r o s p e c t o r  a s  w e l l  a s  l a r g e  i n t e r n a t i o n a l  m i n i n g  c o m p a n i e s  t o  
i n v e s t  h e r e  i n  A l a s k a .

I n  a d d i t i o n  t o  b e i n g  a n  e n c o u r a g e m e n t  t o  i n v e s t ,  H B - 4 9 8  a l s o  
i n s u r e s  t h a t  t h e  s t a t e  a n d  t h e  r e s t  o f  t h e  i n d u s t r y  w i l l  h a v e  
a c c e s s  t o  t h e  d a t a  g e n e r a t e d .  T h i s  b i l l  r e q u i r e s  t h a t  t h e  c o m p a n y  
w i s h i n g  t o  r e c e i v e  t h e  i n c e n t i v e  c r e d i t  d o c u m e n t  t h e  e x p e n d i t u r e s  
i t  h a s  m a d e  a n d  p r o v i d e  t h e  S t a t e  D i v i s i o n  o f  G e o l o g i c a l  &  
G e o p h y s i c a l  S u r v e y s  w i t h  d r i l l  c o r e ,  d r i l l  c u t t i n g s ,  s a m p l e  
a n a l y s i s ,  e t c .  T h i s  c a n  b e  a  t r e m e n d o u s  h e l p  f o r  t h e  o t h e r  
c o m p a n i e s  a s  t h e y  s e a r c h  f o r  m i n e r a l s  a n d  w i t h o u t  t h i s  p r o v i s i o n  o f  
t h e  b i l l  t h i s  d a t a  w o u l d  r e m a i n  p r o p r i e t a r y  a n d  w o u l d  n o t  b e  
a v a i l a b l e  t o  t h e  i n d u s t r y  a s  a  w h o l e .

O n e  i m p o r t a n t  a s p e c t  o f  t h e  b i l l  i s  t h a t  a  c o m p a n y  c a n  a s s i g n  t h e i r  
e x p l o r a t i o n  c r e d i t  t o  a n o t h e r  c o m p a n y .  T h i s  c a n  b e c o m e  v e r y  
i m p o r t a n t  w h e n  d e v e l o p i n g  f i n a n c i n g  f o r  a  m i n e r a l  p r o j e c t .  A  
c o m p a n y  t h a t  m a y  o t h e r w i s e  n o t  i n v e s t  c a n  b e  e n c o u r a g e d  i f  t h e y  
k n o w  t h e y  c a n  a s s i g n  t h e i r  e x p e n d i t u r e s ,  i f  f o r  e x a m p l e  t h e y  a r e  
n o t  a b l e  t o  c o n t i n u e  i n  t h e  p r o j e c t  d u e  t o  o t h e r  u n r e l a t e d  
f i n a n c i a l  r e a s o n s .  I f  t h e y  c a n  a s s i g n  t h e i r  c r e d i t s  t o  t h e  n e x t  
c o m p a n y  t o  b u y  i n t o  t h e  p r o j e c t ,  t h e y  c a n  r e c o v e r  s o m e  o f  t h e i r  
e x p e n d i t u r e s .  T h e  b o t t o m  l i n e  i s  t h a t  m o r e  e x p l o r a t i o n  w i l l  r e s u l t  
a n d  m o r e  m i n e r a l  d e p o s i t s  w i l l  l i k e l y  b e  d i s c o v e r e d  w h i c h  c a n  
p r o v i d e  j o b s ,  f a c i l i t i e s  t h a t  i n c r e a s e  t h e  l o c a l  t a x  b a s e ,  a n d  
u l t i m a t e l y  c o m p a n y  p r o f i t s  t h a t  c a n  t h e n  b e  t a x e d  b y  t h e  s t a t e .

T h e r e  i s  o n e  l o c a t i o n  w h e r e  a  m i n o r  b u t  i m p o r t a n t  c h a n g e  i s  n e e d e d .  
T h a t  l o c a t i o n  i s  i n  S e c t i o n  2 7 . 3 0 . 0 9 0 .  D E F I N I T I O N S ,  w h e r e  p a g e  3 ,  
l i n e  1 8  s h o u l d  b e  c h a n g e d  t o  r e a d  " ( 2 )  " g e o c h e m i c a l  m e t h o d s "  m e a n s  
[ o r e ]  s o i l ,  r o c k ,  w a t e r ,  v e g e t a t i o n ,  e t c .  s a m p l e s  c o l l e c t e d  a n d
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t h e i r  c h e m i c a l  a n a l y s e s ; " .  T h e  t e r m  " o r e "  i s  n o t  a p p r o p r i a t e  h e r e  
b e c a u s e  t h a t  t e r m ,  b y  d e f i n i t i o n ,  m e a n s  m a t e r i a l  t h a t  c a n  b e  m i n e d  
a t  a  p r o f i t .  G e o c h e m i c a l  s a m p l i n g  o n  t h e  o t h e r  h a n d  i s  a  t e c h n i q u e  
u s e d  t o  f i n d  m i n e r a l s  l o n g  b e f o r e  i t  i s  k n o w n  i f  a  m i n a b l e  d e p o s i t  
a c t u a l l y  e x i s t s .  A l s o ,  s o m e  g e o c h e m i c a l  s a m p l e s  a r e  t a k e n  o f  s o i l  
o r  v e g e t a t i o n  w h i l e  l o o k i n g  f o r  t r a c e  e l e m e n t s  t h a t  m a y  b e  p r e s e n t  
a n d  c o u l d  b e  a n  i n d i c a t o r  o f  m e t a l s  i n  t h e  a r e a .

H B - 4 9 8  c o m e s  a t  a n  i m p o r t a n t :  t i m e  f o r  e n c o u r a g i n g  t h e  m i n e r a l s  
i n v e s t m e n t s  i n  A l a s k a .  T h e r e  i s  n o w  a  m a s s  e x o d u s  o f  e x p l o r a t i o n  
f u n d s  a w a y  f r o m  f e d e r a l  l a n d s  t h r o u g h o u t  t h e  w e s t e r n  U . S .  T h i s  i s  
d u e  p r i m a r i l y  t o  t h e  i n c r e a s i n g l y  o p p r e s s i v e  r e g u l a t o r y  c l i m a t e  i n  
t h e  U . S .  a n d  t o  t h e  e f f o r t s  t o  c h a n g e  t h e  f e d e r a l  m i n i n g  l a w .  
A l a s k a  c a n n o t  c o r r e c t  a l l  o f  t h e s e  p r o b l e m s  b u t  A l a s k a  c a n  a d d  t h i s  
i n c e n t i v e  t o  e n c o u r a g e  i n v e s t m e n t .  H B - 4 9 8  w i l l  s e n d  t h e  m e s s a g e  t o  
t h e  i n t e r n a t i o n a l  m i n i n g  i n d u s t r y  t h a t  A l a s k a  i s  s e e k i n g  t o  i m p r o v e  
t h e  i n v e s t m e n t  c l i m a t e .  T h i s  b i l l  i s  o n e  m o r e  i n d i c a t i o n  t h a t  
A l a s k a  i s  w o r k i n g  t o  e n c o u r a g e  m i n e r a l  d e v e l o p m e n t .

I f  y o u  h a v e  a n y  q u e s t i o n s  r e g a r d i n g  t h i s  b i l l  p l e a s e  c o n t a c t  m e .

S i n c e r e l y ,

S t e v e n  C .  B o r e l l ,  P . E .  
E x e c u t i v e  D i r e c t o r

c c :  R e p r e s e n t a t i v e  F o s t e r
R e p r e s e n t a t i v e  M a c L e a n



T h e  C o u n c i l  o f  A l a s k a  P r o d u c e r s  i s  a n  A l a s k a  n o n - p r o f i t  
c o r p o r a t i o n  w h o s e  m e m b e r s  i n c l u d e  A l a s k a  G o l d  C o m p a n y ,  
A m e r i c a n  C o p p e r  a n d  N i c k e l  C o m p a n y ,  I n c . ,  C a m b i o r  A l a s k a ,  
C o m i n c o  A l a s k a  I n c o r p o r a t e d ,  E c h o  B a y  A l a s k a , ^ F a i r b a n k s  G o l d  
M i n i n g ,  I n c . ,  G r e e n s  C r e e k  M i n i n g  C o m p a n y ,  K e n s i n g t o n  
V e n t u r e ,  a n d  N o r t h  P a c i f i c  M i n i n g .  W e  s t r o n g l y  s u p p o r t  C S  
f o r  I I B  4 9 8  w h i c h  a l l o w s  t a x  a n d  r o y a l t y  c r e d i t s  f o r  
q u a l i f i e d  m i n e r a l  e x p l o r a t i o n  e x p e n d i t u r e s .

A l a s k a  i s  c o m p e t i n g  w i t h  a  g l o b a l  m a r k e t  f o r  m i n e r a l  
e x p l o r a t i o n  a n d  d e v e l o p m e n t  d o l l a r s .  T h r o u g h o u t  t h e  w o r l d ,  
c o u n t r i e s  a r e  a c t i v e l y  c o u r t i n g  m i n i n g  c o m p a n i e s  b y  o f f e r i n g  
e c o n o m i c  i n c e n t i v e s  a n d  o t h e r  i n d u c e m e n t s .  T h e s e  e f f o r t s  
h a v e  b e e n  p a r t i c u l a r l y  s u c c e s s f u l  i n  C h i l e  a n d  M e x i c o  w h e r e  
p r i v a t i z a t i o n  a n d  t a x  i n c e n t i v e s  h a v e  r e v i t a l i z e d  t h e i r  
m i n i n g  i n d u s t r i e s .

A t  t h e  s a m e  t i m e ,  e v e r - i n c r e a s i n g  r e g u l a t o r y  a n d  p o l i t i c a l  
o b s t a c l e s  i n  t h e  l o w e r  4 8  a r e  f o r c i n g  m a n y  c o m p a n i e s  t o  l o o k  
e l s e w h e r e .  W h i l e  A l a s k a ' s  i m a g e  h a s  a c t u a l l y  i m p r o v e d  o v e r  
t h e  l a s t  s e v e r a l  y e a r s ,  e x p l o r a t i o n  e x p e n d i t u r e s  a l s o  a r e  
d o w n  h e r e  a n d  w e  s t i l l  m u s t  o v e r c o m e  l e g i t i m a t e  c o n c e r n s  
a b o u t  o u r  r e m o t e n e s s ,  w e a t h e r  a n d  l a c k  o f  a c c e s s  t o  p u b l i c  
l a n d s ,  a l o n g  w i t h  a n  o v e r r i d i n g  p e r c e p t i o n  t h a t  s t a t e  a n d  
f e d e r a l  a g e n c i e s  a r e  n o t  t h a t  f r i e n d l y  t o  m i n i n g  i n  t h e  L a s t  
F r o n t i e r .

T h e  p r o p o s e d  C S  f o r  H B  4 9 8  -  w h i c h  i m p l e m e n t s  a  k e y  
r e c o m m e n d a t i o n  o f  t h e  A l a s k a  M i n e r a l s  C o m m i s s i o n  i n  t h e i r  
J a n u a r y  1 9 9 4  R e p o r t  -  b e g i n s  t o  a d d r e s s  t h e s e  i s s u e s  b y  
p r o p o s i n g  a  f a i r l y  a t t r a c t i v e  i n c e n t i v e  s y s t e m  t h a t  
e n c o u r a g e s  r e a s o n a b l e  e x p l o r a t i o n  e f f o r t s ,  h e l p s  t o  o f f s e t  
l o g i s t i c a l  d i s a d v a n t a g e s  a n d  s e n d s  a  c l e a r  m e s s a g e  t o  
i n d u s t r y  t h a t  w e  w a n t  t o  s e e  m o r e ,  n o t  l e s s  m i n i n g  a c t i v i t y  
i n  t h i s  s t a t e .  I I B  4 9 8  w i l l  n o t  s o l v e  a l l  o f  o u r  p r o b l e m s  b u t
i t  i s  o n e  o f  s e v e r a l  t h i n g s  w e  c a n  a n d  s h o u l d  d o  t o  d r a w
m o r e  i n d u s t r y  a t t e n t i o n  t o  A l a s k a  a n d  c o m p e t e  i n  t h i s  
i n c r e a s i n g l y  c o m p e t i t i v e  g l o b a l  m a r k e t p l a c e .

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



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