




™ V .v. SENATE FINANCE COMMITTEE
• "

DATE: 4/18/94

DATE TURNED INTO OFFICE

FURTHER:

-< ? * /•

REPORT

The Finance Committee considered CS FOR HOUSE BILL NO. 498(FIN)
"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."

and recommends:

[ ̂ replace with 5  C S .. £ S U &  (FINANCE)
or [ ] adopt previous C S ____________________ (________ )
[ ] attaches amendment(s)

[ ] adopts________________

[ ] same title 
[ ] new title 
[ ] technical 
title change 
(HB only)

Letter of Intent
[ ] further referral to the 

[ "fdo pass

[ ] do not pass

[ ] no recommendation

( ] individual recommendations
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/Re corCo-Chair: Signature/Recomrfiendation
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8-LS1872\E.l>/
Chenoweth

4/18/94

A M E N D M E N T

SENATE FINANCE
OFFERED IN THE SENATE COMMITTEE ^

Tn. r ^ n ^ r u D c c \  Amendment Number:^!-----TO. C ^ T 1 ( R E S )  BjH N u m b e r : _
+t& Sponsor teg-TTtuA D a te :J ^ :^ -^ ~ ~

Page 2, line 30, through page 3, line 14: Logged In By. ^

Delete all material and insen:
"Sec. 27.30.020. LIMIT ON CREDITS. The amount of exploration incentive 

credits for each parcel or site may not exceed the lesser of
(1) 50 percent of the combined amount payable by the qualified 

applicant as taxes under AS 43.20 and AS 43.65 and as mineral production royal y 
payments due under AS 38.05.135 - 38.05.175 for production from the parcel or site 
on which the exploration activity occurred; or

(2) with reference to activities that qualify for an exploration incentive 
credit that occur on the parcel or site on which the exploration activity occurred, 50 
percent of

(A) direct labor costs, including the cost of benefits, incurred 
by the applicant for employees directly associated with work described in 
AS 27.30.010(a)(1) - (4) who are residents; and

(B) other eligible costs."

Page 4, lines 2 -1 3 :
Delete all material and .insert:

"(3) "other eligible costs" means the costs incurred for activities in 
direct support of exploration activity conducted for the purpose of determining the 
existence, location, extent, or quality of a mineral or coal deposit; the term

(A) includes the cost of renting or leasing equipment from 
parties not affiliated with the applicant, the reasonable costs of maintaining 
and operating equipment, payments to consultants and independent contractors 
not affiliated with the applicant, and costs of materials and supplies;



(B) does not include
(i) direct labor costs, including the cost of benefits, 

incurred by the applicant for employees directly associated with work 
described in AS 27.30.010(a)(1) - (4) who are not residents; and

(ii) noncash expenses such as depreciation and reserves, 
interest or other costs of borrowed funds, return on investment, 
overhead, insurance or bond premiums, or any other expense that is 
unreasonable or that the applicant has not incurred to complete work 
described in AS 27.30.010(a)(1) - (4);"

8-LS187Z\£.l



8-LS1644\U.9 *' 
Chenoweth 

4/18/94

A  M  E  N  D  M  K  N  T

OFFERED. IN THE SENATE 
TO: CSHB 498(FIN)

Page 1, line 8, after "(a)":
Delete "The"
Insen "Unless otherwise provided by law, the"

SENATE FINANCE COMMITTEE
Amendment Number:_____ ;—  •
Bill Mnmhwr: -B & ____________________ ____Sponsor. Date: jR
Logged In By: _ ^
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8-LS1644\U.14 >
Chenoweth

4/19/94

A M E N D M  E N T

OFFERED IN THE SENATE 
TO: CSHB 498(FIN)

Page 6, lines 1 - 3:
Delete all material.

Renumber the following bill section accordingly.

SENATE FINANCE COMMITTEE ^  Amendment Number:
Bill Number:SponsorJlfcLW Date: IRAPIZgVt^ Logged In By:

-1-



3-LS1644 \U .18^^y
Clienoweih sw A m t 

4/19/94
Clienoweih

A M E N D M E N T

OFFERED- IN THE SENATE f t p o f i
TO: CSHB 498(FIN)

Page 2, line 30, after "CREDITS.":
Insen "(a)"

Page 3, following line 14:
Insert a new subsection to read:

"(b) The amount of an exploration incentive credit extended under this chapter 
may not exceed an amount per parcel or site, as determined by the commissioner by 
regulation."

SENATE FINANCE COMMITTEE -Amendment Number: Bill Number:

-i.



A M E N D M E N T

/ ^  ?/)<)///> 6  
8-LS1644NU.17 y

Chenoweth 
4/19/94

f)Qo(pT€T

OFFERED IN THE SENATE 
TO: CSHB 498(FIN)

Page 2, line 30, through page 3, line 14: 
Delete all material and insen:

SENATE FINANCE COMMITTEE -  r -  AmemJnwit Number: 
Bill
SpontorJgEUN Date: H  AP ^ P  Logged In By: 7

"Sec. 27.30.020. LIMIT ON CREDITS. The amount of an exploration 
incentive credit may not exceed 50 percent of eligible costs relating to activities 
performed on state-owned land and 25 percent of eligible costs relating to activities 
performed on land in the state not owned by the state."

Page 3, line 28, after "(1)":
Insen ""eligible costs" means those costs incurred for activities in direct suppon of 

an exploration activity conducted for the purpose of determining the existence, location, 
extent, or quality of a mineral or coal deposit; the term

(A) includes
(i) direct labor costs, including the cost of benefits, 

incurred by the applicant for employees directly associated with work 
described in AS 27.30.010(a)(1) - (4); and

(ii) the cost of renting or leasing equipment from 
parties not affiliated with the applicant, the reasonable costs of 
maintaining and operating equipment, payments to consultants and 
independent contractors not affiliated with the applicant, and costs of 
materials and supplies;

(B) does not include noncash expenses such as depreciation and 
reserves, interest or other costs of borrowed funds, return on investment, 
overhead, insurance or bond premiums, or any other expense that is 
unreasonable or that the applicant has not incurred to complete work described 
in AS 27.30.010(a)(1) - (4);

-1-



8-LS1644NU.17

Renumber the following paragraphs accordingly.

Page 4, lines 2 - 13:
Delete all material.

Renumber the following paragraph accordingly.

Page 4, line 23:
Delete
Insen

Page 4, lines 24 - 25:
Delete all material.

(2)"



8-LS1644SU.20
CkenowethMJtennohle

5/1/94

A M E N D M E N T

OFFERED IN THE SENATE 
TO: CSHB 498(FIN)

Page 2, line 8:
Delete "AS 43.20 and"

Page 3, line 3:
Delete "AS 43.20 and"

Page 5, lines 16 - 19:
Delete all material.

Renumber the following bill sections accordingly.



FISCAL NOTE
B I L L  N O .  SC S  C SHB 4 9 8  (FIN )

Dept. A ffected: Revenue
'B R U :
Component:

Revenue Operations
Income and Excise Audit

COM PONENT SER IA L  NO.

(Thousands o f D o lla rs )

113

S T A T E  O F  A L A S K A
1 9 9 4  L E G I S L A T I V E  S E S S I O N
Revision Date:
Title: Mineral Exploration Incentive Credits

Sponsor:
Requestor:

Representatives Foster, MacLean
(S ) RLS

E xpend itu re s /R evenu es :
OPERAT ING FY95 FY 96 FY 97 FY 98 FY 99 FY 00
PERSONAL SERV IC ES
TRAVEL
CONTRACTUAL
SU PPL IE S
EQUIPM ENT
LAND & STRU C TU RES
GRANTS, CLAIMS
M ISCELLANEOUS
TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CAPITAL

REVENUE FUND SO U R C E : Genera l Up to (2 0 5 .0 ) Up to (2 0 5 .0 ) Up to (2 0 5 .0 ) Up to (2 0 5 .0 ) Up to (2 0 5 .0 ) Up to (2 0 5 .0 )

FUNDING : (Thousands o f D o lla rs )
1002 Federa l Receipts
1003 G F  Match
1004 G F
1005 GF/Proqram  Rece'ots
1006 GF/MHTIA
Other
TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

PO S IT ION S :
FULL-TIME
PART-TIME
TEM PORARY
Estim ate o f  c u rren t y e a r (F Y 94 ) im pact: S 0 .0

A NALYSIS : (Attach a  separate page if necessary .)

A verage mining license tax collections fo r the past three fiscal years were approxim ately $ 4 1 0 ,0 0 0 . S ince credits a re  limited to the le sse r o f 50%  
dI taxes payab le or a  percentage o f costs , the maximum amount o f credits which cou ld be claimed in a  yea r is estimated to be $ 2 0 5 ,0 0 0 , assum ing 
hat the cost limitation exceeds the tax limitation.

P repared by: Larry E . M eyers L - £ ^ ______________________   Phone : 4 6 5 -2 3 2 0
Division: Income and Excise AudiLDivieien f  )  I  ) , / y  Date: May 2, 1994
Approved by Comm issioner: Darre l J . Rexw inkel  ̂ - f  Date: M ay 2, 1994
Agency: Department o f Revenue__________________________ _____________________

P R E PA R E R  TO PRO V ID E  ALL D ISTR IBUT ION  C O P IE S  TO  G O V ERN O R 'S  LEG ISLA T IVE  OFF ICE  
F o r fu r th e r d is trib u tion  in fo rm a tion  c a ll the  G o v e rn o r ’*  L eg is la t iv e  O ffic e

in»v 11/93) Mhicsl.nts/l*l Page 1 of 1

ipb cshb49g nl«



No. 1

STATE OF ALASKA
F I S C A L  N O T E

BILL

Bill Version: c s h b  4 9 8 ( r e s ) 

(H) Publish Date: 3 / 2 9 / 9 4

1994 LEGISLATIVE SESSION
Revision Date: Dept. A ffected: R evenue
Title: Mineral Exploration Incentive C redits BRU : R evenue Operations

Com ponent: income ana Excise Audit
Sponso r: Representatives Foster. MacLean
Reauesto r: (H ) RES COM PONENT SE R IA L  NO. 113

E xp end itu re s /R ev en u e s : (Thousands o f D o lla rs )
O PERAT ING FY95 FY96 FY 97 FY98 FY 99 i FY00
PERSO N A L SERV ICES I I I I
TRAVEL I I I I| 1
CONTRACTUAL I I 1 1
SU P P L IE S I I 1 1
EQUIPM ENT I 1 1
U N O  & STRU C TU RES I I I I
G RANTS . CLAIMS I I I I
M ISCELLANEOUS I I I I
TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 o b «_>

CAPITAL 1 I I I  I I I

REVENUE FUND SO URC E : Genera l U o to (17MM ) Uo to (17MM ) Uo to (17M M ) |U o  ‘.0 (17M M ) iU o 10 M7MM1 ''Jo !0 (17MM) i

FUND ING : (Thousands o f D o lla rs )
1 002  Federa l Receiots I I I I i
1003  G F  Matcn I I I  I I I
1004 GF I I I  I I I
1005 GF/P rcaram  Receiots I I I  | ! l
1006 GF/UHTIA I I I
O ther t i l l
TOTAL 0 .0 0 .0 0 .0 0 .0  I 0 .0 0.0 i

PO S IT IO N S :
FULL-TIME l i l !
PART-TIME I I I I
TEM PORARY I I I I
E stim ate o f cu rren t y ea r (FY 94 ) im pact: S 0 .0

A NA LYS IS : {Attach a separate page it necessary .)

MM equa ls millions 
(S ee  Attached)

P repared by; Larrv £. Mevers ‘ ^    Phone : 4 6 5 -2 3 2 0
Division: Income and Excise Audit Division / ~ )  )________~  S f  Data: March 29 . 1994
Approved by Comm issioner: Darrel J . Rexwinkel Date: March 29 . 1994. j  ,

Agency: Deoartment o f Revenue________________________________________________
PR EPA RER  TO PROV IDE  A LL D ISTR IBUT ION  C O P IE S  TO G O V ERN O R ’S  LEG ISLA T IVE  O FF ICE  

F o r fu rth e r d is tr ib u tion  in fo rm a tio n  ca ll the  G o v e rn o r 's  L e g is la t iv e  O ffice
iRiv 11/93194Mcal nla/lai Page 1 Ot 2

'oacjnwse.nt* C O M M I T T E E  C O P Y



CSHB 498 (RES)
Mineral Exploration Incentive Credits 
March 29, 1994 
Page 2 of 2

Bill A n a ly s is

This bill grants an exploration incentive credit to qualified applicants for activities related to 
determining the existence, location, extent and quality of a locatable or leasable mineral or 
coal deposits. The credit may be claimed against corporation net income and mining license 
taxes under AS 43.20 and AS 43.65, respectively, and royalties under AS 38.05.135 -
38.05.175.

The credit is limited in any one tax year to 60% of direct labor costs for Alaska residents and 
50% of direct labor costs for nonresidents and other eligible costs that qualify for the credit not 
to exceed 50% of the sum amount payable as taxes and royalties under AS 43.20, AS 43.65 
and AS 38.05. The credit is available as a carryforward for 15 years.

The credit may be assigned to the applicant's successor in interest.for the site at which 
exploration activities occur if the successor is a qualified applicant?

This bill has a retroactive effective date of January 1, 1994.

O p e ra tin g  C o sts

Department of Revenue does not anticipate additional costs to administer the provisions of 
this bill. The Department would modify current forms to provide for taxpayers to claim credits.

R ev en u e

Average corporation net income and mining license tax collections over the past three fiscal 
years were approximately $186 million. According to Department of Natural Resources’ 
publication Alaska's Mineral Industry 1993: A Summary, exploration expenditures in 1993 
were $28.2 million.

Since credits are limited to the lesser of the percentages of eligible costs outlined above or 
50% of taxes payable, the maximum amount of credits which could have been claimed for 
1993 would have been limited to 60% of expenditures (assuming all costs are for direct labor 
for residents) or approximately $17 million. Total expenditures may increase as a result of the 
incentive program under this bill. Accordingly, the maximum amount of credits would increase 
over time in proportion to expenditures.

Amounts claimed as credits will vary each year depending on amounts expended for 
exploration, credits assigned to successor corporations, credits carried forward over the 15 
year period allowed, and the effect of credits applied against royalty payments as provided for 
under this bill.

ioo:ciMX9<.in



DATE: 4/18/94 FURTHER:

DATE TURNED INTO OFFICE:

The Finance Committee considered CS FOR HOUSE BILL NO. 498(FIN)
"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.

and recommends:

[ ''{replace with 5 cs M b

or [ ] adopt previous CS

[ ] attaches amendment(s)

.(FINANCE) 
-( )

[ ] same title 
[ ] new title 
[ ] technical 
title change 
(HB only)

f ] adopts___________

[ ] further referral to the

[ ''fdo pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations
NEW  F ISCA L NOTES

Department Date Zero fis c a l

Appropriation No Fisca l Note

Letter of Intent

PREV IO US  R S C A L  NOTES 
Department Date Zero Fiscal

OTHER RECOMMENDATIONS:

/S ?  Xfc (/« ̂

Co-Chair: Sig nat u re/Recomfriendation Cxo-Chaij>Si

_ V

ignature/Recommendation



OFFERED IN THE SENATE 
TO: CSHB 498(FIN)

Page 2, line 8:
Delete "AS 43.20 and"

Page 3, line 3:
Delete "AS 43.20 and"

Page 5, lines 16 - 19:
Delete all material.

8-LS1644MJ.20
ChenowethNUtennohle

5/1/94

A M E N D M E N T

Renumber the following bill sections accordingly.



05-01-1994 11:29 907 465 3886 OMR OFFICE OF THE COMMISSIONER P. 02

Q * -

STATE OF ALASKA
1994 LEGISLATIVE SESSION 
Revision Data: Original
Tills;

FISCAL NOTE H I

BILL NO.

‘An Act providing for exploration Incamjve
Dept Affected: Natural Resources 
BRU: Resource Developmant

credits for actlvHlea Involving locatable and leaaable mlnemla...: 
Spontor Senate Raaourcaa Committee
Requester Senate Resources Committee

Component: Mining Development

Component Serial No. 442

OPERATING EXPENDITURES FY95 FY98 FY97 FY90 FY99 FY00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPIN0fTURE9 0.0 0.0 0.0 o.ol 0.0 0.0

CHANGE IN REVENUES (1004) . (0.5)L !°,s) (0.5)1 IPJll (0.5) .(2-5)

1002 Federal Recaipta
1003 OF Match
1004 GF
1005 GP/Program Recaipta 
1008 3F/MHT1A
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any  curran t y ea r (FYS4) coat: t  

P O S IT IO N S

None

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach • separate page If neoaeea/y)

3EE ATTACHED.

Prepared by: (2 9  Jerry G tltnhar, Director 
Division: ^  Mining
Approved by Commlseloner

Phone: 
Date:

Date:
Agency:

lommleeloner [
-̂Herry A. N o e h C T ^ ^ g ^ . S ^  

( !s Natural Resoureee ^— 1 ^

465-2400
13-Aor-94

13-Apr-94

PREPARER TO PROV1DI ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
(aairi.xLi*sv«i*e«) For further distribution Information call the Governor's Legislative Office fege i ora
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a. .m

A s s u m e :  1) Calculations for t h i 3  F / N  only applies to r o y a l t y
portions. C o r p o r a t e  tax impacts to be p r o v i d e d  b y  
D e p t . of R e v e n u e .

2) D e v e l o p m e n t  work at e x i s t i n g  mines does not fall 
u n d e r  the definition, or intent, of "exploration" 
of SB 371.

3) Cr e d i t  cal c u l a t e d  a f t e r  50% of r o y a l t y  accou n t e d  
to P e r m a n e n t  Fund. Therefore, credit is 50% of 
the remaining 50% o f  r o y alty p a i d  (or 25% of total 
p a i d ) .

4) E x p l o r a t i o n  that c a n  be cre d i t e d  can only be 
c o u n t e d  after the e f f e c t i v e  date of this act.
(For example, e x p l o r a t i o n  c o n d u c t e d  at a site in 
1985 that's now in p r o d u c t i o n  cannot be used to 
affect current r o y a l t y  obligation.)

5) Ten (10) new p l a c e r  m i n e s  that q u a l i f y  during the 
first year; and at y e a r  10, one n e w  m a j o r  h a r d r o c k  
and one new coal mine.

1) A n n u a l  Royalty from 10 Pla c e r  Mine = $2,000
25% x $2,000 » $ 5 0 0 . 0 0 / year credit

2) A n n u a l  Royalty fr o m  1 Coal M i n e  - $1,000,000
25% x $1,000,000 ■ $ 2 5 0 , 000/year credit

3) A n n u a l  Royalty from 1 Ha r d r o c k  M i n e  - $100,000
25% x $100,000 = $ 2 5 , 000/year credit

t h e r e f o r e :

F i s c a l  i m p a c t  from SB 171 credits f o r  royalty: 

in thousands

Y e a r  1 <0 . 5> 
<0 . 5> 
<0 . 5> 
<0 . 5> 
<0. 5> 
<0, 5> 
< 0 . 5 >  
<0. 5> 
<0. 5> 
< 275> 
< 2 7 5 >  
<275> 
< 275> 
< 275> 
<275>

2
3
4
5
6
7
8
9
10 
11 
12
13
14
15



A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s

Rickard Fatter During Session
P.O. Box 1630 State Capital
Somt, Alaska 99762-1630 Juneau, Alaska 99801-1182
907-443-5036 907-4653789
Fax 907-443-2162 Fax 907-465-3242

Sponsor Statement 

Sponsor's Statement

C S H B  498: An Act Prov id ing for Exp lorat ion Cred its for Activ it ies 
In vo lv ing  loca tab le  and lea sab le  m inera ls  and coa l depos its .

C S H B  498 a llows credits of up to 50% of qua lif ied exp loration 
expend itu res  that can be used to offset state royalty payments and 
in com e taxes. There is an add it iona l 10% credit for the use of 
A laska R es id en t labor that meets spec if ic  criteria. T he  credit must 
be used w ith in 15 years after it is ex tended by the comm iss io ne r  of 
Natural Resources .

T he  cred it must be granted if the app l ican t is author ized to do 
b us in ess  in the state and adequa te ly  docum en ts  the exp loration 
activity. Data prov ided to the C om m iss io n e r  must be kept 
con f iden t ia l for 36 months after rece ipt. C red its  are site spec if ic , 
a s s ig n ab le  and may be carr ied forward and/or apport ioned between 
royalty and taxes, in the app l ican ts  d iscretion , but may not exceed  
the c om b in ed  amount of taxes and royalties due  for the period in 
w h ich  the cred it is be ing  used .

Th is bill im p lem en ts  one of the recomm enda t io ns  of the Alaska 
M inera ls  C om m is s io n  con ta in ed  in the ir Janra ry  1994 Report 
(Report). O ve r  the past severa l years there has been a mass exodus 
of m inera l exp loration in ves tm ent from the lower 48 states and to a 
lesser extent away from A laska. T h e se  do llars are now  be ing 
invested in Mexico , Ch i le , Indones ia , and Russ ia , to nam e  a few.

Much of th is shift is attr ibutab le to ever- increasing regu latory and 
po lit ica l o bs tac les  in the U S. and  pro-active fore ign m inera l 
exp lora t ion and d e v e lo pm en t  po l ic ie s , in c lud ing  e l im ina t ion  of

Alakanuk, Cfuuak, Slim, Emmanak, Gambtil, Golovin, Hooper Bay, Kollik, Koyuk, Marshall, Mtkoryuk, Mountain Village, iVtiutak, NightmuU, Some, 
Pilot Station, Pitkat Point, Butman Mixtion, St. Mary't, St Michael, Savoonga, Scammon Bay, Shaktooiik, Sheldon Point, Subbing, Toktook Bay, Tununak, 
UnalakUrt, Whitt Mountain



royalties and tax in cen t ives . Fortunate ly , and  w h ile  this cou ld 
c hang e  at any time, Alaska's im age has been  improv ing for the past 
severa l years after a long per iod of disfavor; a lthough there is still 
a concern that our remoteness and lack of infrastructure and access  
to pub l ic  lands work as s ign if icant d isadvan tages .

A laska is b lessed  with an a b u nd an ce  of geo lo g ica l ly  favorab le 
terrain. Th is bill is one of severa l th ings the leg is lature can do to 
re inforce the d ist inct ion be tw een  A laska and the the lower 48, 
address the issue of foreign compet it ion and en cou rage  further 
inves tm ent in our m in ing  industry.

C S H B  498 proposes a m ean ing fu l and reasonab ly  attractive eco nom ic  
in cen t iv e  that w ill he lp offset real and p e rc e iv e d  p rob lem s fac ing 
exp loration here and send a c lea r m essage to the world that 
A laska is a good p lace to do bus iness .



ALASKA MINERS ASSOCIATION, INC.
501 W. Northern Lights Blvd.. Suite 203, Anchorage. Alaska 99503 FAX: (907) 279-/997 Telephone: (907) 276-034

H o n o r a b l e  R o n  L a r s o n A p r i l  4, 1994
H o n o r a b l e  E i l e e n  M a c L e a n  
C o - C h a i r m e n
H o u s e  F i n a n c e  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 ,  AK 99811

RE: CSHB-498,  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 s  L a r s o n  a n d  M a c L e a n ,

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  t h e  C o m m i t t e e  
S u b s t i t u t e  f o r  H o u s e  B i l l  498 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 .

Tn 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 ,  CSHB-498 a l s o  i n s u r e s  t h a t  t h e  
< ^ 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  
L 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  & 
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  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 .  
W i t h o u t  t h i s  p r o v i s i o n  t h e  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 a t  may  b e c o m e  t h e  o w n e r  o f  t h e  p r o j e c t  a t  a  l a t e r  
d a t e .  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 ow  
t h e y  c a n  a s s i g n  t h e i r  e x p e n u r 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 e r ,  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  t h a t  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 .

CSHB-498 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  i n v e s t m e n t  i n  
A l a s k a .  T h e r e  i s  now  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 e  
e x p l o r a t i o n  i n c e n t i v e  o f  t h i s  b i l l  t o  e n c  i r a g e  i n v e s t m e n t .  CSHB-498 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  me .

S i r t c e r e l y

Steven C. BoreTiT P-E 
Executive Director

cc : R e p r e s e n ta t iv e  F o s te r
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R D C  1 e s t i m c n y  o n  C S H B  4 9 S  A p r i l  1 3 ,  1 9 9 4 :

The Resource Development Council suppers CSHB 498: "An act 
providing for exploration credits for activities involving Iccatabie and 
leasable minerals and oca! deposits.'

The Resource Development Council is a non-profit, membership funded 
organization made up of Individuals, business associations, labor 
unions, Native corporations and local governments. R D C ’s purpose is to 
encourage a strong, diversified resource development sector in Alaska 
and expand the state's economic base.

This bill is important because it encourages investments, ensures that the 
state and the rest cf the industry will have access to the data generated, 
and allows companies to assign their exploration credit to another 
company that may become the owner of the project at a later cate.

Few mineral deposits are economical and it Is net possible to know 
where these deposits are until they are discovered and evaluated by 
firms willing to take the very high risk involved. It's important to provide 
incentives so exploration wiil be undertaken.

The issue cf multiple use is central to the future of mining in Alaska.
State lands should be managed for multiple use and not restricted to 
limited uses in certain areas. Approximately 60% of Alaska is already 
closed to mineral entry or any other form of development. The lands 
originally selected by the State were often chosen for resource 
development and nothing shouid be done to compromise this objective 
With the amount of land already protected in ccnser/ation units all 
around Alaska, it is reasonable and realistic to ailcw and promote 
mineral exploration on paresis of land remaining in productive status.

It's important for the State to provide economic incentives for mining 
activities. Mining is a vital resource activity in Alaska, and the economic 
driving force for many Individuals and communities. The local prospector, 
mining companies and lending institutions need to be re-assured that the 
State of Alaska supports mining and minerals development.

Thank you for the opportunity to submit comments on C S H B  498.



IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION 

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

O f f e r e d :  4/14/94

R e f e r r e d :  F in a n c e

S p o n s o r ( s ) :  S E N A T E  R E S O U R C E S  C O M M I T T E E

8-LS1872\E

CS FOR SENATE BILL NO. 371 (RES)

A BILL

FOR AN ACT ENTITLED

1 "An Act providing for exploration incentive credits for activities involving locatablc

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

3 providing for an effective date."

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

5 * Section 1. AS 27 is amended by adding a new chapter to read:
6 CHAPTER 30. EXPLORATION INCENTIVE CREDITS.
7 Sec. 27.30.010. EXPLORATION INCENTIVE CREDITS AUTHORIZED.
8 (a) Unless otherwise provided by law, the commissioner shall grant to a qualified
9 applicant an exploration incentive credit for each of the following activities performed

10 on or for the benefit of land in the state for the purpose of determining the existence,
11 location, extent, or quality of a locatable or leasable mineral or coal deposit, regardless
12 of whether the land is state-owned land:
13 (1) surveying by geophysical or geochemical methods;
14 (2) drilling exploration holes;
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(3) conducting underground exploration; or
(4) performing other exploratory work, including aerial photographs, 

geological and geophysical logging, and sample analysis, for the purpose of 
determining the existence, location, extent, or quality of the deposit.

(b) An exploration incentive credit granted under (a) of this section may be
(1) applied, at the discretion of the qualified applicant and subject to 

the limit of AS 27.30.020, against
(A) taxes payable under AS 43.20 and AS 43.65; and
(B) mineral production royalty payments due the state under

AS 38.05.135 - 38.05.175; and
(2) carried forward to a subsequent tax year or payment period, except 

as limited by AS 27.30.030.
(c) An exploration inccr've credit shall be granted under (a) of this section 

to a qualified applicant if the qualified applicant provides the commissioner satisfactory 
documentation of exploration activity conducted and of the direct labor costs and other 
eligible costs incurred to complete the work described i; (a) of this section. For 
purposes of this subsection, "satisfactory documentation of exploration activity" 
includes, where applicable,

(1) a representative skeleton core for each hole cored or a 
representative set of cuttings for each hole rotary drilled;

(2) chemical analytical data and noninterpretive geophysical data;
(3) aerial photographs or a topographic or geologic map showing the 

location of the drill holes, sample locations, or the other exploration activities 
undertaken; if the locations are shown on a map, the map must have a scale of not less 
than one inch to the mile showing reference to a recognized coordinate system; and

(4) a cost breakdown showing amounts claimed by the applicant as an 
exploration incentive under this subsection.

(d) Data provided to the commissioner under (c)(2) of this section shall be 
kept confidential for 36 months after receipt by the commissioner.

Sec. 27.30.020. LIMIT ON CREDITS. The amount of exploration incentive 
credits for each parcel or site may not exceed the lesser of
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1 (1) 50 percent of the combined amount payable by the qualified
2 applicant as taxes under AS 43.20 and AS 43.65 and as mineral production royalty
3 payments due l ider AS 38.05.135 - 38.05.175 for production from the parcel or site
4 on which the exploration activity occurred; or
5 (2) v'idi reference to activities that qualify for an exploration incentive
6 credit that occur on the parcel or site on which the exploration activity occurred,
7 (A) 60 percent of direct labor costs, including the cost of
8 benefit:;, incurred by the applicant for employees directly associated with work
9 described in AS 27.30.010(a)(1) - (4) who are residents; and
10 (B) 50 percent of
11 (i) direct labor costs, including the cost of benefits,
12 incurred by the applicant for employees directly associated with work
13 described in AS 27.30.010(a)(1) - (4) who are not residents; and
14 (ii) other eligible costs.
15 Sec. 27.30.030. USE OF CREDIT. An exploration incentive credit
16 (1) must be used within 15 years after it is extended under

^  17 AS 27.30.010; and
18 (2) may, for the purposes described in AS 27.30.010(b), be assigned
19 by the qualified applicant to the applicant’s successor in interest for the site at which
20 the exploration activities occur if the successor in interest is a qualified applicant.
21 Sec. 27.30.040. RELATIONSHIP TO OTHER FUNDS. Amounts due the
22 permanent fund under AS 37.13.010 and the public school trust fund under
23 AS 37.14.150 shall be calculated before the application of a credit extended under
24 AS 27.30.010.
25 Sec. 27.30.050. REGULATIONS. The commissioner may adopt regulations
26 necessary to implement this chapter.
27 Sec. 27.30.090. DEFINITIONS. In this chapter,
28 (1) "geochemical methods" means soil, rock, vegetation, and similar
29 samples collected and their chemical analyses;
30 (2) "geophysical methods" means all geophysical data gathering
31 methods used in minerals exploration, including seismic, gravity, magnetic, and

SB0371b -3- CSSB 371 (RES)New Text Underlined [DELETED TEXT BRACKETED]



electromagnetic measurements;
(3) "other eligible costs" means the costs incurred for activities in direct 

support of exploration activity conducted for the purpose of determining the existence, 
location, extent, or quality of a mineral or coal deposit; the term

(A) includes the cost of renting or leasing equipment from 
parties not affiliated with the applicant, the reasonable costs of maintaining and 
operating equipment, payments to consultants and independent contractors not 
affiliated with the applicant, and costs of materials and supplies;

(B) does not include noncash expenses such as depreciation and 
reserves, interest or other costs of borrowed funds, return on investment, 
overhead, insurance or bond premiums, or any other expense that is 
unreasonable or that the applicant has not incurred to complete work described 
in AS 27.30.010(a)(1) - (4);

(4) "qualified applicant" means
(A) a natural person who is at least 18 years of age;
(B) a partnership qualified to do business in the state;
(C) a corporation qualified to do business in the state;
(D) a limited liability company qualified to do business in the

state;
(E) a legal guardian or trustee of a qualified natural person 

described in (A) of this paragraph; or
(F) any association of persons listed in (A) - (E) of this

paragraph;
(5) "resident" means a person who establishes residency under

AS 01.10.055.
* Sec. 2. AS 38.05.135(a) is amended to read:

(a) Except as otherwise provided, valuable mineral deposits in land belonging 
to the state shall be open to exploration, development, and the extraction of minerals. 
All land, together with tide, submerged, or shorcland, to which the state holds title to 
or to which the state may become entitled, may be obtained by permit or lease for the 
purpose of exploration, development, and the extraction of minerals! Except as
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specifically limited by AS 38.05.135 - 38.05.181, land may be withheld from lease 
application on a first-come, first-served basis, and offered only on a competitive bid 
basis when determined by the commissioner to be in the best interests of the state. 
When authorized by AS 27.30.010, the commissioner shall allow an exploration 
incentive credit for activities undertaken to determine the existence, location, 
extent, or duality of a locatablc or leasable mineral or coal deposit and in [IN]
unproven areas the commissioner may offer additional incentives, including a reduction
of royalty to a minimum of five percent in the case of oil and gas, and other terms in 
and granting permit or lease for exploration and development whenever it appears to 
be in the best interests of the state to do so.

* Sec. 3. AS 38.05.212(b) is amended to read:
(b) The production royalty

(1) is three percent of net income as determined under AS 43.65; and
(2) is subject to the exploration incentive credit authorized by

AS 27.30.
* Sec. 4. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.044. EXPLORATION INCENTIVE CREDIT. A taxpayer may 
apply as a credit against the tax levied under this chapter the exploration incentive 
credit authorized by AS 27.30.

* Sec. 5. AS 43.65.020(a) is amended to read:
(a) A person subject to tax under this chapter shall make a return staling 

specifically the items of gross income from the property, including royalty received 
and the deductions and credits allowed by this chapter and the exploration incentive 
credit authorized hv AS 27.30. and other information for carrying out this chapter 
that the department prescribes. The return must show the mining license number and 
must be signed by the taxpayer or an authorized agent of the taxpayer, under penalty 
of unsworn falsification. If receivers, trustees, or assigns arc operating the property 
or business, they shall make returns for the person engaged in mining, or the recipient 
of royalty in connection with mining property. The tax due on the basis of the returns 
shall be collected in the same manner as if collected from the person of whose 
business they have custody and control.
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* Sec. 6. This Act is retroactive to January 1, 1994, and applies to activities that qualify 
for the exploration incentive credit authorized by AS 27.30 that are undertaken after 
December 31, 1993.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).
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