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F I S C A L  N O T ™  Kill V e r s i o n 3 ~~H

S T A T E  O F  A L A S K A  B1 (3) Publish Date:_ H - H

1994 L E G IS L A T IV E  S E S S IO N
Revision Date:  Original_________________________  Dept Atfected: Natural Resources__________________
Title: “An Act providing for exploration incentive________BRU: Resource Development_______________
credits for activities Involving locatable and leasable minerals...:______ Component: Mining Development________________
Sponsor: Senate Resources Committee________________  __________________________________
Requestor Senate Resources Committee________________ Component Serial No. _________442_________

Expenditures/Revenues____________   (Thousands ot Dollars)
OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FYOO
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 EXPENDTTURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (1004) (0.5) (0.5) (0.5) (0.5) (0.5) (0.5)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY94) cost: $ None

POSITIONS
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 a separata page if necessary)

SEE ATTACHED.

Changes in C S -S fi 3 1 1  ('RES ) 
reflect NO FISCAL CHANGE from the onginal 
fiscal note. This fiscal note is appropriate.
i i n m  _ 4 - S L r > ______

Comte Aide (mitral)date

Prepared by: Jerry Gallagher. Director
Division: Mining
Approved by Commissioner:

4 5 ,'Harry A. Noah 
(y  NaturiAgency: Natural Resources

Phone: 
Date :

Date:

465-2400
13-Apr-94

13-Apr-94

P R E P A R E R  T O  P R O V ID E  A L L  D IS T R IB U T IO N  C O P IE S  T O  G O V E R N O R 'S  L E G IS L A T IV E  O F F IC E
( sb3 7 i.x ls  R o v4/13/94) F o r f u r t i f i H Q f f f Page i of 2

FISCAL NOTE: DNR



0 0

Assume: 1) Calculations for this F/N only applies to royalty
portions. Corporate tax impacts to be provided by 
Dept, of Revenue.

2) Development work at existing mines does not fall 
under the definition, or intent, of "exploration" 
of SB 371.

3) Credit calculated after 50% of royalty accounted 
to Permanent Fund. Therefore, credit is 50% of 
the remaining 50% of royalty paid (or 25% of total 
p a i d ) .

4) Exploration that can be credited can only be 
counted after the effective date of this act.
(For example, exploration conducted at a site in 
1985 that's now in production cannot be used to 
affect current royalty obligation.)

5) Ten (10) new placer mines that qualify during the 
first year; and at year 1 0 , one new major hardrock 
and one new coal m i n e .

the r e f o r e :

1) Annual Royalty from 10 Placer Mine = $2,000 
25% x $2,000 = $500.00/year credit

2) Annual Royalty from 1 Coal Mine = $1,000,000 
25% x $1,000,000 = $250,000/year credit

3) Annual Royalty from 1 Hardrock Mine = $100,000 
25% x $100,000 = $25,000/year credit

Fiscal impact from SB 171 credits for royalty:

in thousands

SB 371

Fiscal Impacts for Royalty

Year 1 
2
3
4
5
6
7
8
9
10  
11  
12
13
14
15

<0 . 5> 
<0 . 5> 
<0 . 5> 
<0 . 5> 
<0 . 5> 
< 0  . 5> 
<0 . 5> 
<0 . 5> 
<0 . 5> 
<275> 
<275> 
<275> 
<275> 
<275> 
<275>



#  F IS C A L  N O T E  #
No.

STATE OF ALASKA BILL N (S) Publish Date:_ i ± z M z 3 > l
1994 LEGISLATIVE SESSION
Revision Dale: Dept. Affected: Revenue

Dili Version: S~\~ I ___

Title: Mineral Exploration Incentive Credits BRU: Revenue Operations

Component: Income and Excise Audit

Sponsor: (S) RES

Requestor: (S) RES COMPONENT SERIAL NO. 113

Expenditures/Revenues: (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

Up to (17MM) I Up to (17MM) | Up to (17MM) [ Up to (17MM) | Up to (17MM) I Up to (17MM)REVENUE FUND SOURCE: General

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 0.0

ANALYSIS: (Attach a separate page if necessary.)

MM equals million 
(See Attached)

Prepared by: Larry E. Meyers , ) / y ^ ,     Phone: 465-2320____

Division: Income and Excise AqflifDivislo)) / j  j) Date: April 11. 1994

Approved by Commissioner: Darrel J. Rexwinkel /a  /  ^  Date: April 11. 1994

Agency: Department of Revenue_______________  ^
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

For further d is tribu tion  in form ation call the G overnor's Legislative O ffice

(Rev ir/93) 94tiscaime/iai Changes in C s  S B *  3 / 1 1 (rR € . S \  pag0 1 0 f 2
reflect NO FISCAL CHANGE Irom the onginal 
fiscal note. This fiscal note is appropriate.

date Comt^ Aide (initial)

Ipt>.sb37l .me
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SB 371
Mineral Exploration Incentive Credits 
April 11, 1994 
Page 2 of 2

B i l l  A n a l y s i s

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 leasab le 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 a s  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 ass igned 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 and applies to activities 
undertaken after December 31, 1993.

O p e r a t i n g  C o s t s

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 e v e n 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 A laska's M ineral 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 ' ave been limited to 60% of expenditures (assuming all costs are for direct labor 
for residents) or approximately $17 million. Total expenditures may increase a s  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 ass igned to successor corporations, credits carried forward over the 15 
year period allowed, and the effect of credits applied against royalty payments a s  provided for 
under this bill.

Ipb:sb371 all



Alaska State Legislature
SENATE RESOURCES COMMITTEE
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Juneau. AK 9980M 182

M i n e r a l  E x p l o r a t i o n  I n c e n t i v e  C r e d i t s

SB 371 allows credits of up to 50% of qualified exploration
expenditures that can be used to offset state royalty payments and
income taxes. There is an additional 10% credit for the use of Alaska
Resident labor that meets specific criteria. 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 site specific, 
assignable and may be carried forward and/or apportioned between 
royalty and taxes, in the applicants discretion, but nay not exceed the 
combined amount of taxes and royalties due for the period in which 
the credit is being used.

This bill implements a 1994 recommendation of the Alaska Minerals 
Commission. Over the past several years there has been a significant 
decline in mineral exploration investment from the lower 48 states 
and to a lesser extent, away from Alaska. These dollars are now 
being invested in other countries such as Mexico, Chile, Indonesia, 
and Russia. Much of this shift is attributable to the combination of 
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. Alaska's image 
has fortunate ly been improving for the past several years after a 
long period of disfavor; although there is still a concern that our 
remoteness and lack of infrastructure and access to public lands are 
significant disadvantages.

Alaska is blessed with an abundance of geologically favorable 
terrain. SB 371 will help to reinforce the distinction between Alaska 
and the lower 48, address the issue of foreign competition, and 
encourage further investment in our mining industry. It proposes a 
meaningful and reasonably attractive economic incentive that will 
help offset real and perceived problems facing exploration here, 
sending a clear message that Alaska is a good place to do business.

SPONSOR STATEMENT
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R D C  T e s t i m o n y  o n  S B  3 7 1  t o  S e n a t e  F i n a n c e  
C o m m i t t e e , A p r i l  1 3 ,  1 9 9 4 :

The Resource Development Council supports So 371: M/7 ac: providing 
for exploration crediis for activities involving locatable and leasable 
minerals and coal deposits."

The Resource Development Council is a non-profit, membership funded 
organization made up of individuals, business associations, labcr 
unions, Native corporations and local governments. RDC’s purpose is :c 
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 of the industry will' have access to the data generaied, 
and allows companies to assign their exploration credit to another 
company that may become the owner of the project at a later date.

Few mineral deposits are economical and it is not possible to knew 
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 will be undertaken.

The issue of 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 should be done to compromise this objective. 
With the amount of land already protected in conservation units all 
around Alaska, it is reasonable and realistic to allow and promote 
mineral exploration on parcels of land remaining in productive status.

It's important for the State to provide economic incentives fcr mining 
activities. Mining, is aviial 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 S8 371.
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April 11, 1994

Honorable Mika Millar 
Chairman
Senate Rasourcai Committae 
Stata Capitol 
Junaau, AK 99811

S2i SB-371, Exploration Incentives 

D«ar Senator Millar,

Tha Alaska Miners Association wishes to 50 on record in support of the Senate 
3111 371 which provides financial incentives for companies and individuals to 
explore for end develop mineral deposits in the state. This is an important bill 
that will encourage both the small.prospector a* well as large international 
mining companies to invest here in Alaska.

in addition to being an encouragement to invest,'53-371 also insures that the 
state end the rest of the industry will have access to tha date generated. This 
bill requires that tha company wishing to receive the incentive credit document 
the expenditures it ha» made and provide the Stata Division of Geologic & 
Geophysical Surveys with drill core, drill cuttings, sample analysis, etc. This 
can be a tremendous help for other companies as they search for minerals. 
Without this provision the data would remain proprietary and would not be 
available to the industry as a whole.

One important aspect of the bill is that a company can assign their exploration 
crsdit to another company that may become the owner of the project at a later 
date. This can become very important when developing financing for a mineral 
project. A company that may otherwise not invest can be encouraged if they know 
they can assign their * snditurss, if for example they are not able to continue 
in the project due to '.er un-relatad financial reasons. If they can assign 
their credits to the r company to buy into the project, they can recover some 
of their expenditures. The bottom Line is that more exploration will result and 
more mineral deposits will likely be discovered that can provide jobs, facilities 
that increase the local tax base, and uitimatsiy company profits that can then 
be taxed by the state.

S3-371 comes at an important time for encouraging mineral investment in Alaska. 
There is now a mass exodus of exploration funda away from federal lands 
throughout the western U.S. This la due primarily to the increaeinglv oppressive 
regulatory climate in the U.S. and to the efforts to change the federal mining 
law. Alaska cannot correct all of these problems but Alaska can add the 
exploration incentive of this bill to encourage investment. S3-371 will send the 
massage to the international mining industry that Alaeka is seeking to improve 
the investment climate. This bill is ona more indication that Alaska is working 
to encourage mineral development.

If you have any questions regarding this bill please contact me. 

s in c ^ e ly ,

Steven C. 3orell, P.E.
Executive Director
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T h e  f o l l o w i n g ,  w h i c h  w a s  a d v a n c e d  t o  t h i r d  r e a d i n g  f r o m  t h e  A p r i l  1 1 ,  
1 9 9 4 ,  c a l e n d a r  ( p a g e  3 2 5 0 ) ,  w a s  r e a d  t h e  t h i r d  t i m e :

CS FOR HOUSE B IL L  NO. 4 9 8 (F I N )
“An A c t  p r o v i d i n g  f o r  e x p l o r a t i o n  i n c e n t i v e  c r e d i t s  f o r  a c t i v i t i e s  

i n v o l v i n g  l o c a t a b l e  a n d  l e a s a b l e  m i n e r a l s  a n d  c o a l  d e p o s i t s  o n  
c e r t a i n  l a n d  i n  t h e  s t a t e ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

T h e  q u e s t i o n  b e i n g :  “S h a l l  C3HB 4 9 8 ( F I N )  p a s s  t h e  H o u s e ? "  T h e
r o l l  w a s  t a k e n  w i t h  t h e  f o l l o w i n g  r e s u l t :

CSHB 4 9 8 ( F I N )
T h i r d  R e a d i n g  
F i n a l  P a s s a g e

YEAS: 33 NAYS: 3 EXCUSED: 0 ABSENT: 4

Y e a s :  3 a r n e s ,  B r i c e ,  B u n d e ,  C a r n e y ,  D a v i e s ,  3 . D a v i s ,  G . D a v i s ,
F a s t e r ,  G r e e n ,  G r u s s e n d o r f ,  H a n l e y ,  H u d s o n ,  J a m e s ,  K o t c ,  L a r s o n ,
M a c k i a ,  M a c L a a n ,  M a r t i n ,  M e n a r d ,  M o s e s ,  M u l d e r ,  N i c h o l i a ,
N c r d l u n d ,  O l b e r g ,  P a r n e l l ,  P h i l l i p s ,  P o r t e r ,  S a n d e r s ,  T h e r r i a u l t ,  U lm e r  
V e c e v ,  W i l l i a m s ,  W i l l i s

N a y s :  3 r c w n ,  F i n k a i s t a i n ,  N a v a r r e
0 4 / 1 2 / 9 4  HOUSE JOURNAL PAGE

HB 4 9 8
A b s e n t :  D a v i d s o n ,  H o f f m a n ,  S i c t o n ,  T c o h e y

A n d  s o ,  CSHB 4 9 8 ( F I N )  p a s s e d  t h e  H o u s e .

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