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Revision Date: _________5-M ay-97______________________________ D ept A ffected: Natural Resources__________________

Title: An Act amending the program  o f exploration  BRU: Resource Developm ent____________

incentive credits involving locatable/leaseable m inera ls .......................Com ponent: Geological Developm ent___________

F I S C A L  N O T E

STATE OF ALASKA BILL NO. HB238(draft H)

Sponsor: Rep. A. Vezey

R equesto r (H)RES C o m p o n e n t S eria l No. 1031

Expenditures/Revenues (Thousands o f Dollars)

OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02 FY03

PERSONAL SERVICES 230.0 233.C 237.C 240.C 244.C 248.0

TRAVEL

CONTRACTUAL 25.0 26.0 27.0 28.0 29.0 30.0

SUPPLIES
EQUIPMENT 15.0

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TO TAL OPERATING 270.0 259.0 264.0 268.0 273.0 278.0

C APITAL EXPENDITURES 0.G 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands o f Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 270.0 259.0 264.0 268.0 273.0 278.0

1005 G F/Program Receipts

1037 GF/Mental Health

Other
TO TAL 270.0 259.0 264.0 268.0 273.0 278.0

E stim ate  o f any c u rre n t ye a r (FY97) c o s t: $ none

POSITIONS

FULL-TIME 3 3 3 3 3 3

PART-TIME 0 0 0 U 0 0
TEMPORARY 0 0 0 0 0 0

A N A L Y S I S :  (A ttach  a  sep arate  page if n ecessa ry )

Th is  f isca l note ad d resses the financial im pact to D N R  of im plem enting the receipt and archiving of m ineral-related geologic data from private 

com panies seeking to earn a m ineral exploration incentive tax credit. To  be of any  va lue to the state of A laska  or to future private sector mining 

ventures, the geologic data submitted for the tax credit would have to be system atically  organized and preserved . T h e  archive system  would have 

to allow for convenient public a c c e s s  at nom inal co st to the public. If not m aintained, the data submitted would soon be worth less. On the other 

hand, if adequately supported the da tab ase  created would cont.nually grow in va lue and could m aterially contribute to the creation of new 

em ploym ent opportunity's throughout the state .

Minimum costs to implement and m aintain a sy s tem  for receiving and maintaining the m ineral-related geologic data referenced in H B 238 is 

estim ated to range from $250 ,000 to $275 ,0 00  per yepr. T h is  e s t im a te ^  based upon consideraUons contained in the attached sum m ary. (S e e  

Page 2)
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ANALYSIS: (Exploration Incentive Credits  H 8 2 3 8  Draft H)_______________________________________________________________
H ouse Bill 238, a s  well a s  the proposed committee work draft will resu lt in the annual subm ittal of a significant num ber o f m aps, c ro ss-section s, drill 

logs, geochem ical an a ly se s , airphotos, and geological reports to D N R . At a m inimum, th ese  m aterials will have  to b e  audited, I .e .  peer reviewed to 

determlno whether they qualify for acceptance a s  a b asis  for estab lish ing a m ineral exploration tax c re d it S u ch  an  audit is  not a trivial e xe rc ise . It 

requires the attention of experienced professional geo log ists.

In 1996 there w ere 52 m ajor m ineral exploration program s active  in A la sk a  and sco res  o f sm all sca le  prospecting efforts that could qualify for the 

H B238 incentive tax credit. D isregarding the prospector-scale efforts, the 52 m ajor program s represent the generation of a multi-million dollar volum e 

of data . In practice, a large portion of that data volum e would have to be audited, organized, and entered into an active  database each  year.

FISCAL NOTE (Continuation)

In 1947 the province of British Columbia started a sim ilar but le ss  am bitious m ineral property database . Th e ir system  is  still in u se  today and sim ilar 

system s have been created in the other provinces of C an ad a .

in good standing. Actual data , m aps, drill logs, etc. are optional. T h e  annual reports usually  are  between 10 -1 5  type-written p ag es. Th e ir data base 

consists of recording the availability of these docum ents in a P C  datab ase , extracting som e sp ecific  information into the da tab ase , and microfilming 

Ihe occasionally volunteered m aps and drill logs. Newfoundland h as  a sim ilar system  but requ ires that the reports be filed in digital com puter format.

annual m aintenance of their system  requ ires':

I . O ne full time pio fessional geologist auditor to exam ine the reports and data to determ ine w hether they m eet the 

minimum requirem ents for acceptance.

!. Tw o full time professional geologists to organize, and arch ive the reports and geological data - including 

maintaining the PC -based  database.

I. A  quarter to half-time system  ana lyst to maintain the PC-com puter database system , 

k A  contractor who m icrofilms the m aps and reports. {A laska  would m ost like digitally scan  th is material)

*s written (including proposed language in the committee work draft) H B 238 would require that these resou rces be on hand ready to function within, 

r under contract to, the Departm ent of Natural R eso u rces . O ne can  debate whether m ore or few er resou rces would be needed to implement the 

sview , acceptance and archiving of the data that will be submitted a s  a result of H B 23 8 . A s  a first approxim ation, how ever, it is reasonable to expect 

tat the fewer properties in A laska ve rsu s British Colum bia is offset by the m ore volum inous, non-standard, and therefore m ore costly , data that will 

ave  to be processed by L  NR as a result of H B 238 . O ne can a lso  debate whether the private sector can im plem ent the system  m ore cost effectively 

ran can DN R. Som ew here , nowever, funding is going to have to be m ade ava ilab le to su sta in  something like the ab ove  roster o f resou rces . Som e of 

rose resources m ust be in D N R even if the majority of them are  embodied in outside contractors. From a fisca l standpoint this is m erely a shift from 

le 100-line to the 300-line.

ranslating the above resou rces into experienced A laska-b ased  personnel and contractors leads to an initial estim ated m aintenance cost of 

250,000 to 5275 ,000  per ye a r to accom m odate the data handling issu e s  initiated by H B 238 .

Dr. Ron Sm yth. Director and Chief Geologist, Geological S u rve y  Branch , British Colum bia D ivision of Energy and M ines

Thereafter, there would be a continually growing volum e of data to be actively m aintained so that it is readily a c c e ss ib le  to the public throughout 

A laska .

The British Columbia system  requires com panies o r individuals to file an annual property report or pay S200 per c la im  for all m ineral properties held

3ritish Columbia is maintaining a significantly sim pler system  of privately contributed data than that which will resu lt from H B 238 . N everthe less, the

(Rev 11/95) hb238xls Page 2 of 2
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(907) 465-3867 or 465-2450 
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Juneau, Alaska 99801-2105

IVT E  M  O  R  A  N  D  U  M A p r i l 2, 1997

S U B JE C T : B il l  to amend the m inera l exp lo ra tion incentive cred it program (W o rk  
O rde r No. 0-LS0845\B)

T O : Representative A 1 Vezey 
A T T N : Josep

F R O M : Jack Chenoweth 
Leg is la tiv e  C ou f

W hen we m e t to re v iew  the then-current d ra ft, I p rom ised a memo o f  exp lana tion to 
accom pany the nex t b i l l  dra ft.

B i l l  sec tio n  1  adds "geo log ica l m app ing" as an e lig ib le  cost upon w h ich  the c red it m ay be 
calcu la ted.

B i l l  s e c tio n  2 adds a new  subsection, subsection (e), to AS 27.30.010. Subsection (e) 
s p e c if ic a lly  addresses the de te rm ina tion  o f  the m ine ra l exp lo ra tion  incen tive  c red it to 
expenses associated w ith  su rvey ing  by geophysica l o r geochem ical methods and by 
g eo lo g ic a l m app ing  "when a m in in g  opera tion is no t in itia te d  based on that m app ing o r 
su rve y in g  a c t iv ity "~ in  o the r words, when the party conducting  the m app ing o r survey ing 
decides no t to go fo rw a rd  to p roduction . The party may s t il l c la im  the bene fit o f  the c red it 
if, unde r subparagraph ( 1 ) (A ) ,  the in fo rm a tio n  o r data recovered from  the m app ing o r 
su rvey ing  is made pub lic  o r if, under subparagraph (1) (B ), the party a llow s the comm issioner 
to release the in fo rm a tio n  to  the pub lic , a n a  if, under paragraph (2), the comm iss ioner 
determ ines that the exp lo ra tion  a c tiv ity  data meets m in im um  general o r techn ica l standards 
o the rw ise  app licab le  to  the m app ing o r su rvev ing  o f  state land. (There are ex is ting  
regu la tions on th is.) I f  a pa rty  meets these requirements, even though the party determ ines 
no t to proceed fo rw a rd  to p roduc tion  o f  the land that has been mapped o r surveyed, the party 
m ay c la im  the cred it.

T he  ope ra tive  p ro v is io n , fo r purposes o f  th is b ill,  in  b i l l  sec tion 3 is the add itio n  o f  
subparagraph (C ) at the m idd le  o f  page 3. I propose, there, to a llo w  the person w ho  maps 
o r su rveys and meets the requ irem en ts o f  new  AS 27.30.010(e) to c la im  the c red it against 
the p a rty ’s tax l ia b i l i ty  under the A laska  Net Incom e T ax (AS  43.20). In  o ther words, the 
in cen tive  to m app ing  o r survey ing , p ro v id in g  te chno log ica lly  acceptable reports, and



a llow ing  those reports to be shared w ith  the p ub lic  even i f  p roduc tion  is no t in itia te d  is the 
a b ility  to o ffse t part o f  the m app ing or surveying expenses against the one tax tha t the party  
is liab le  to pay- tha t is no t tied  to  p roduction  from  the land--the person's income tax lia b ility .

B i l l  sec tion  4 makes a c o n fo rm in g  amendment to p ic k  up the new  m ateria l set ou t in  
AS  27.30.030(a)(1)(C) tha t relates to c la im  o f  the cred it fo r mapping and surveying when the 
c la im  is presented to o ffs e t the taxpayer’s l ia b i l i ty  under the m in in g  p ro du c tio n  tax.

B i l l  sec tion  5 adds an excep tion  fo r d isc losure when authorized by the pa rty  under 
AS  27.30.010(e)(2) (d isc losu re  by the Departm ent o f  N a tu ra l Resources has been 
authorized).

B i l l sec tion  6 extends the d e fin it io n  o f  "e lig ib le  costs" ( fo r purposes o f  va lu in g  the c red it) 
to cover a ll expenses incu rred in  mapp ing o r surveying "w ith ou t regard to whe ther a m in in g  
opera tion is in itia te d  based on [those] activ ities."

B i l l  sec tio n  7 adds "g eo lo g ica l m app ing " as part o f  the d e fin it io n  o f  "exp lo ra tio n  a c t iv ity  
data"--this is the data tha t the com m iss ione r considers in  eva lua ting the app lica tion  fo r the 
cred it,

B i l l sections 8 and 9: O n the chance that people w anting to make use o f  the cred it w il l  take 
ac tio n  and in cu r expenses in  th is  calendar year fo r geo log ica l mapping, the b i ll is made 
re troactive  to January 1, 1997, and has an immedia te e ffec tive  date.

4c

Questions? Please con tac t me.

JBC :jd r 
97-236jd r

Representative A1 V ezey
April 2, 1997
Page 2
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A l a s k a  S t a t e  L e g i s l a t u r e

White in Session:
State Capitol Building Juneau, Alaska 99801-1182 907-465-3719 Fax 907-465-3258

119 N. Cushman, Suite 211 Fairbanks, Alaska 99701-2879 907-456-5081 Fax 907-456-8245

R e p r e s e n ta t iv e  A l  V ezey

SPONSOR STATEMENT

HB 238

" A n  A c t  a m e n d in g  th e  p ro g ra m  o f  e x p lo r a t io n  in c e n t iv e  c r e d i t s  f o r  
a c t iv i t ie s  in v o lv in g  lo c a ta b le  o r  le a s a b le  m in e ra ls  o r  c o a l d e p o s i t s  o n  
c e r ta in  la n d  in  th e  s ta te ;  a n d  p r o v id in g  f o r  a n  e f fe c t iv e  d a te . ”

T h e  S ta te  o f  A la s k a  c u r r e n t ly  s p e n d s  a b o u t $ 3 0 0 ,0 0 0  a n n u a lly  fo r  a irb o rn e  g e o p h y s ic a l 

s u rv e y s . T h e  fe d e ra l g o v e rn m e n t s p e n d s  a  s im ila r  a m o u n t .  T h is  in v e s tm e n t in  

c a ta lo g in g  o u r  re s o u rc e  b a s e  h a s  re s u lte d  in  a n  e c o n o m ic  b o o m  m a n y  t im e s  g re a te r  

th a n  th e  in v e s tm e n t .

T h e  p ro p o s e  o f  th is  b ill is  to  in c re a s e  th e  a m o u n t o f  b a s ic  g e o lo g ic a l s u rv e y  d a ta  th a t  is  

a v a ila b le  to  th e  p u b l ic  b y  g re a t ly  le v e ra g in g  th e  s ta te ’s  in v e s tm e n t d o lla rs .  H B  2 3 8  

a c c o m p l is h e s  th is  b y  e x p a n d in g  o u r  e x is t in g  M in e ra l E x p lo ra t io n  In c e n t iv e  P ro g ra m  to  

in c lu d e  g e o lo g ic a l  s u rv e y  d a ta  th a t  is  re le a s e d  to  th e  p u b lic  re g a rd le s s  o f w h e th e r  th e  

p ro p e r ty  is  a c tu a l ly  p u t  in to  p ro d u c t io n .

U n d e r  e x is t in g  la w s , a  p e rs o n  m a y  d e d u c t e x p lo ra t io n s  e x p e n s e s  o n ly  to  th e  e x te n t  th a t 

it a p p l ie s  to  a  p ro p e r ty  p u t  in to  p ro d u c t io n . T h is  b ill w ill re s u lt  in  a n  in c re a s e d  a m o u n t o f 

g e o lo g ic a l s u rv e y  d a ta  in  th e  p u b lic  d o m a in  b y  g iv in g  in c e n t iv e s  to  p r iv a te  p a r t ie s  to  

a l lo w  th e  D N R  to  re le a s e  th e  in fo rm a tio n  to  th e  p u b lic .

D ire c t s ta te  in v e s tm e n t in  th is  p ro g ra m  w ill b e  z e ro  a s  th e  in c e n t iv e  is  a  c re d it  o n  ta x e s  

d u e . C re d its  a re  l im ite d  to  a m a x im u m  o f 5 0 %  o f ta x e s  o w e d  fo r  a n y  o n e  y e a r .

April 15, 1997
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WORK DRAFT WORK DRAFT WORK DRAFT

CS FO R  HO USE  B IL L  NO . 238( )

IN  T H E  LEG IS LA TU R E  OF THE  STATE  OF A L A S K A

TW E N T IE T H  LEG IS LA TU R E  - F IRST SESSION

BY

O ffe red :
R eferred:

Sponsor(s): R E P R E S E N TA TIV E S  V EZE Y , Foster, Ivan

A  B IL L

FO R  AN  A C T  E N T IT L E D  

" A n  A c t am end in g  the  p ro g ram  o f e x p lo ra tio n  incen tive c re d its  fo r  a c tiv it ie s  

in v o lv in g  lo ca tab le  o r  leasable m ine ra ls  o r coa l deposits on c e r ta in  la nd  in  the 

sta te ; a nd  p ro v id in g  fo r  an e ffec tive da te ."

B E  I T  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  S T A T E  O F  A L A S K A :

* S ec tio n  1. AS  27.30.010(a) is amended to read:
(a) E xcep t as p ro v id ed  in AS 27.30.012. the [THE] comm issioner shall grant 

to a person described in (d) o f th is section an exp loration incen tive  c red it fo r the 
e lig ib le  costs o f  each o f the fo llo w in g  exp lo ra tion  activ ities that are perfo rm ed on o r 
fo r  the bene fit o f land in the state fo r the purpose o f de te rm in ing the existence, 
location, extent, o r qua lity  o f a locatable or leasable m ineral o r coal deposit, regardless 
o f  whe ther the land is state-owned land:

( 1 )  surveying by geophysica l o r geochem ical methods;
(2) d r il l in g  exp lo ra tion holes;
(3) conducting underground exp lo ra tion;

-1- CSHB 238( )
f/ew Texc U n d e r l i n e d  [DELETED  T S VT  BRACKETED 1



(4) su rfa ce  trench ing and b u lk  sampling; [OR]
(5) geo log ica l m app ing ; o r
(6) pe rfo rm ing  other exp lo ra to ry work, in c lud ing  aeria l pho tographs, 

geo log ica l and geophys ica l logging, sample analysis, and m e ta llu rg ica l testing.
* Sec. 2. AS  27.30 is amended by adding a new section to read:

Sec. 27.30.012. C re d it fo r  c e r ta in  a d d it io n a l m a p p in g  o r  s u rv e y in g  
a c tiv it ie s , (a) F o r the e lig ib le  costs incu rred in conducting geo log ica l m app ing  o r 
geophysica l o r geochem ical surveying when a m in ing operation is not in it ia te d  based 
on that m app ing o r surveying ac tiv ity , an exp lo ration incen tive c red it m ay  not be 
ce rtified  fo r  the e lig ib le  costs o f an exp lo ra tion  ac tiv ity  set out in  AS  27.30 .0 10 (a )(1) 
o r (5)

( 1 )  unless the person requesting the tak ing o f the c re d it has f irs t 
obta ined a de te rm ina tion  that

(A )  the surveying in fo rm a tion  described under 
AS  27.30 .0 10 (a)(1) and the results o f the geological m app ing described under 
AS  27.30.010(a)(5), as appropriate, are o f  value to the state because they do 
not dup lica te ex is ting  data and meet appropriate general o r techn ica l standards 
app licab le to mapping o r surveying o f  state land; the determ ination o f  value to 
the state and o f  compliance w ith  standards under th is subparagraph may be 
made on the basis o f a rev iew  made

( i)  by the department; or
( ii)  at the d iscretion o f the department, by a pro fessional 

geo log is t ce rtified  o r e lig ib le  fo r ce rtifica tion  under AS  08.02.011, 
func tion ing  as a consultant to the department; i f  a rev iew  is to be made 
by a pro fessional geolog ist, the geo log is t must be a person acceptab le 
to bo th  the department and the person requesting the ta k in g  o f the 
c red it, and the geo log is t’ s services shall be retained under a con trac t 
entered in to  by the person requesting the tak ing o f the c re d it tha t is 
approved by the department;

(B ) the surveying in fo rm ation recovered and geological mapping 
obta ined were firs t recovered o r obta ined after the e ffec tive date o f th is A c t or,

WORK DRAFT WORK DRAFT 0-LS0845\K
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i f  ea rlie r f irs t recovered o r obtained, the department determ ines that the value 
o f the da ta 'to  the pub lic is substantial and that the data is spe c ifica lly  e lig ib le  
fo r a c re d it unde r this chapter; and

(C ) the surveying in fo rm a tio n  described under 
AS 27.30 .0 10 (a)(1) and the results o f the geo log ica l m app ing described under 
AS  27.30.010(a)(5) have been made availab le to the p u b lic  o r w il l be made 
ava ilab le  to the pub lic

( i)  by pub lica tion  in a recogn ized pro fessional jo u rn a l 
acceptable to the department;

( ii)  by pub lica tion  by the person seeking the cred it in  a 
m anner and at a price acceptable to the department; or

( i i i )  in  a manner that is o the rw ise  acceptable to the
department; or
(2) if, based on materia l subm itted to the comm issioner, the 

com m iss ione r determ ines that the state w il l not accept the exp lo ra tion  a c tiv ity  data 
obta ined from  the mapp ing o r surveying because that data dup licates exis ting data, 
does no t con fo rm  to appropriate general o r technical standards app licab le to mapping 
o r su rvey ing  o f  state land, does no t com p ly  w ith  the standard o f ( 1 ) (B )  o f th is 
subsection, o r cannot be made available to the pub lic  under ( 1 ) (C )  o f th is subsection.

(b) The deadlines set out in  AS 27.30.020 fo r the subm iss ion o f requests fo r 
an exp lo ra tion  in cen tive  credit, fo r ce rtif ica tio n  o f  expend itu res re la ting to an 
app lica tion  fo r  the cred it, and fo r approva l o r d isapprova l o f  the tak ing o f the cred it 
do not app ly to a c re d it based so le ly on a c tiv ity  that qua lif ie s  fo r  a cred it authorized 
by th is section.

(c) A  c re d it m ay not be
( 1 )  obta ined under th is section fo r e lig ib le  costs that are paid fo r o r 

re im bursed to  the person by the federal governm ent o r the state; o r
(2) applied fo r and obtained under this section fo r e lig ib le  costs that are 

e lig ib le  fo r the c red it authorized by AS 27.30.010, whether o r no t the cred it authorized 
by that section is requested o r whether o r no t the c red it au tho rized by that section is 
denied by the com m iss ione r o r taken by the person.

0-LS0845\K
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1  * Sec. 3. AS 27.30.030(a) is amended to read:
i •

2 (a) In  a tax year o r roya lty  p aym en t^e rio d , subject to (c) o f this section and
3 the respective lim ita tions o f th is subsection, the person may apply the credit, the ta k ing
4 o f w h ich was approved under AS 27.30.020(2), against
5 ( 1 )  taxes payable by the person
6 (A )  under AS  43.65; application o f the cred it unde r th is
7  subparagraph may not exceed the lesser o f
8 ( i)  50 percent o f  the person ’ s tax l ia b il i ty  unde r
9 AS 43.65 fo r the tax year that is related to p roduction from  the m in in g

10  operation at w h ich  the exp lo ra tion  activ ities occurred, as shown unde r
1 1  (b) o f  th is section; or
12  ( i i)  50 percent o f  the person’ s to ta l tax l ia b il i ty  unde r
13  AS 43.65 fo r the tax year;
14  (B ) under AS  43.20; w hen the c la im  o f  the  c re d it does n o t
15  c o n ta in  e lig ib le  costs o f  su rv e y in g  in fo rm a t io n  desc ribed  u n d e r
16  AS  27.30 .0 10 (a)(1) o r  the re su lts  o f  geo log ica l m a p p in g  desc ribed  u n d e r
1 7  AS 27.30.010(a)(5), o r  when the  c la im  o f the c re d it con ta ins  e lig ib le  costs
18  o f su rve y ing  in fo rm a t io n  described u nd e r AS 27-30.010 fa)fl) o r  th e  re su lts
19  o f  geo log ica l m a p p in g  desc ribed  u nd e r AS 29.30.010(a)f5) a n d  the
20 su rve y in g  in fo rm a t io n  o r re su lts  o f geo log ica l m a p p in g  canno t he c e r t if ie d
2 1 bv  the  com m iss ione r as e lig ib le  costs u nde r AS 27.30.012. application o f  the
22 c red it under th is  subparagraph may not exceed the lesser o f
23 ( i)  an am ount equal to the am ount determ ined unde r
24 (A )( i)  o f  th is oaragraph; o r
25 ( i i)  50 percent o f the person's to ta l tax lia b il i ty  unde r
26 AS 43.20 fo r the tax year; [AND ]
27 (C ) u n d e r AS 43.20: w hen the c la im  o f  the c re d it co n ta in s
28 e lig ib le  costs o f e ith e r s u rv e y in g  in fo rm a t io n  described u n d e r
29 AS 27.30 .0 10 fa )(l) o r  the resu lts  o f geo log ica l m a p p in g  described  u n d e r
30 AS 27.30.010(a)(5) a n d  the s u rv e y in g  in fo rm a t io n  o r  resu lts  o f geo log ica l
3 1  m a p p in g  a re  c e r t if ie d  as e lig ib le  costs bv the  com m iss ione r u n d e r
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AS  27.30.012, a p p lic a t io n  o f the c re d it u nd e r th is  s u b p a ra g ra p h  m av no t
I *

exceed the  g re a te r o f
(i) an am oun t equa l to the am o u n t d e te rm in e d  unde r

(A ) ( i)  o f  th is  p a ra g ra p h ; o r
( ii) 50 percent o f  the person ’s to ta l ta x  l ia b il i ty  unde r

AS  43.20 fo r  the tax vear: and
(2) m ine ra l production roya lty payments payable by the person under 

AS 38.05.135 - 38.05.175 and 38.05.212 for production from  the m in ing  operation at 
w h ich  the exp lo ra tion  activ ities occurred; application o f the cred it under this paragraph 
may no t exceed 50 percent o f the person’s m ineral production ro ya lty  payment lia b ility  
from  the m in in g  ope ra tion  at which the exp lo ra tion activ ities occurred.

* Sec. 4. AS  27.30.030(b) is amended to read:
(b ) I f  the person applies the cred it against the person's tax lia b il ity  under

( a ) ( l ) ( A ) ( i ) 1 [OR] (a ) (0 (B ) ( i) . o r (a ) ( l) (C ) ( i)  o f th is section, the comm iss ioner o f 
revenue sha ll d is a llow  app lication o f the cred it under that p ro v is io n  unless the person 
file s  w ith  the person ’ s tax return an accounting o f the person ’s m in ing  operation 
ac tiv itie s  fo r  each m in in g  operation that is included in the tax re tu rn and as to w h ich 
the c red it is be ing applied. The accounting o f  m in ing  operation activ ities required by 
th is subsection sha ll be made

( 1 )  on a fo rm  prescribed by the Department o f Revenue; on the form , 
the person sha ll

(A )  iden tify  the m in ing operations fo r w h ich  the c red it is
c la im ed ; and

(B ) set out the gross income a ttribu tab le  to the m in ing 
ope ra tions and o ther in fo rm ation about the m in in g  operations that the 
D epa rtm en t o f  Revenue may require;

(2) w ith ou t regard to an exemption to which the person may be entitled 
under AS  43.65.010(a).

* Sec. 5. AS  27.30.050 is amended to read:
Sec. 27.30.050. L im i t  on a pp lic a tio n  o f c r e d i t  (a) T he  g ra n t o f all 

e x p lo ra t io n  in ce n tiv e  c re d its  fo r a m in in g  ope ra tio n  u nd e r AS 27.30.010. in c lu d in g
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c re d its  a u th o r iz e d  b v  AS 27.30.012 fo r  geo log ica l m app ing  o r geophys ica l o r  
geochem ica l s u rve y in g  when a m in in g  o pe ra tio n  is not in it ia te d , made to  a pe rson  
d e sc r ib e d  in  AS  27.30.010(d) m av n o t exceed $20.000.000.

(b ) A n exp lo ra tion  incentive cred it fo r a m in ing operation [M A Y  N O T  
E X C E E D  $20,000,000 AND ] must be app lied w ith in  15 tax years or roya lty  payment 
periods a fte r the tak ing  o f the cred it is approved under AS 27.30.020(2), but the tax 
years o r ro ya lty  payment periods in w h ich  the cred it is applied need not be

( 1 )  the tax year o r ro ya lty  payment period in w h ich the person f irs t 
incu rs l ia b il i ty  fo r payment o f tax or ro ya lty  based on the person’s ac tiv ity  that is the 
basis o f  the c la im  o f the exp lo ra tion incen tive  credit; or

(2) consecutive periods.
* Sec. 6. AS  27.30.090(d) is amended to read;

(a) E xcep t as to  in fo rm a tio n  the  d isc losu re  o f w h ic h  has been a u th o r iz e d  
b v  AS  27.30.Q12. the  [THE] comm iss ioner shall keep the exp lo ration a c tiv ity  data 
p ro v id ed  under AS 27.30.020 con fiden tia l fo r 36 months a fte r receipt by the 
department.

* Sec. 7. AS  27.30.099(2) is amended to read:
(2) "e lig ib le  costs" means a ll expenses in c u r re d  bv a pe rson  

desc ribed  in  AS 27.30.010('d’) in  conduc tin g  geological m ap p in g  o r geophysica l and  
geochem ica l s u rve y in g  w ith o u t rega rd  to  w he th e r a m in in g  ope ra tio n  is in it ia te d  
based on the  m app in g  o r su rve y ing  a c t iv it ie s  and, in a d d it io n . [MEAN ] the costs 
in cu rred  fo r activ ities in  d irect support o f exp lo ra tion ac tiv ity  conducted at the m in ing  
ope ra tion  o f the exp lo ra tion a c tiv ity  fo r the purpose o f de te rm in ing the existence, 
loca tion, extent, o r qua lity  o f a m ineral o r coal deposit; w hen used w ith  re fe rence to 
a c t iv it ie s  in  d ire c t s u p p o rt o f e xp lo ra tio n  a c t iv ity  conduc ted  a t the m in in g  
o p e ra t io n , the term

(A ) includes
(i) the costs o f obta in ing the approvals, permits, licenses, 

and certifica tes fo r an exp lo ra tion  activ ity set out in AS 27.30.010(a) 
[AS 27.30.010(a)(1) - (5 )];

( i i)  d irec t labo r costs and the cost o f benefits fo r
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employees d irec tly  associated w ith w orn described in AS 27.30.010fa) 
TAS 27.30 .0 10 (a)(1) -(5)];

( i ii)  the cost o f  renting o r leasing equipment from  parties 
no t a ff il ia te d  w ith  the person requesting and tak ing  the cred it;

( iv ) the reasonable costs o f  own ing, m a in ta in ing, and 
ope ra ting  equipment;

(v ) insurance and bond prem ium s associated w ith  the 
a c tiv itie s  set ou t in ( i) - ( iv ) o f this subparagraph;

(v i) payments to consultants and independent
con tracto rs; and

(v ii)  the general expense o f opera ting the person ’ s 
business, inc lud ing the costs o f materials and supplies, i f  those expenses 
and costs are d irec tly  a ttribu tab le to the w o rk  described in 
AS  27.30.010(a) [AS 27.30.010(a)(1) - (5)];

(B ) does not include return on investment, insurance o r bond
prem ium s no t covered under (A )(v ) o f this paragraph, o r any o ther expense that 
the person has no t incurred to complete w o rk  described in  AS  27.30.010(a) 
(AS 27.30 .0 10 (a)(1) - (5)];

* Sec. S. AS 17.30.099(3) is amended to read:
(3 ) "exp lo ra tion  ac tiv ity  data" includes, as app licab le,

(A ) a representative skeleton core fo r each hole cored o r a 
represen ta tive set o f cu ttings fo r each hole ro ta ry d rille d ;

(B ) chem ical analytical data, [AND] noninterpretive geophysical 
data, a n d  geo log ica l m a p p in g ;

(C ) aerial photographs o r a topograph ic o r geo log ic map 
show ing  the loca tion o f the d r il l holes, sample locations, or the o ther 
exp lo ra tion  ac tiv ities  undertaken;

* Sec. 9. Th is  A c t is re troactive to January 1, 1997, and applies to ac tiv itie s  that q u a lify  
fo i the exp lo ra tion  incen tive  c red it authorized by AS 27.30.012, added by sec. 2 o f th is A c t, 
that are undertaken a fte r December 31, 1996.

* Sec. 10. T h is  A c t takes e ffe c t immedia te ly under AS 01.10.070(c).
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IN  T H E  LEG IS LA TU R E  O F THE  STATE  OF A L A S K A

T W E N T IE T H  LEG IS LA TU R E  - F IRST SESS ION
B Y

O ffered:
Referred:

Sponsor(s): R E P R E S E N T A T IV E  V E Z E Y

A  BELL  

F O R  A N  A C T  E N T IT L E D  

'A n  A c t am en d in g  the  p ro g ram  o f e xp lo ra tio n  in cen tive  c re d its  fo r  a c tiv it ie s  

n v o lv in g  lo ca ta b le  o r  leasab le m ine ra ls  o r  coal depos its on c e r ta in  la n d  in  the 

ita te ; a nd  p ro v id in g  fo r  an e ffec tive  da te ."

IE  I T  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  S T A T E  O F  A L A S K A :

* S ec tion  1. AS  27.30.010(a) is amended to read:
(a) E xce p t as p ro v id e d  in  AS  27.30.012, the [THE] comm iss ioner shall grant 

to a person described in (d) o f th is section an exp lo ra tion  incen tive  c re d it fo r  the 
e lig ib le  costs o f  each o f  the fo llo w in g  exp lo ra tion ac tiv itie s  tha t are pe rfo rm ed  on or 
fo r  the bene fit o f  land in the state fo r the purpose o f d e te rm in irg  the existence, 
loca tion, extent, o r qua lity  o f a locatable o r leasable m inera l o r coal deposit, regardless 
o f  w he the r the land is state-owned land:

( 1 )  survey ing by geophysical o r geochem ica l methods;
(2 ) d r i l l in g  exp lo ra tion holes;
(3) conducting underground exp lo ra tion;
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(4) surface trench ing and b u lk  sampling; [OR]
(5) geo log ica l m app in g ; o r
(6) p e rfo rm in g  other exp lo ra to ry work, in c lu d ing  aeria l photographs, 

g eo lo g ica l and geophys ica l logg ing, sample analysis, and m e ta llu rg ica l testing.
* Sec. 2. AS  27.30 is amended by adding a new section to read:

Sec. 27.30.012. Credit for certain additional mapping or surveying 

activities, (a) F o r the e lig ib le  costs incu rred in  conducting geo log ica l m app ing o r 
geophys ica l and geochem ical surveying when a m in ing operation is not in itia ted based 
on tha t m app ing  o r su rvey ing  ac tiv ity , an exp lo ra tion  incen tive  c red it may no t be 
ce r tif ie d  fo r  the e lig ib le  costs o f an exp lo ra tion ac tiv ity  set ou t in  AS  27.30.010(a)(1) 
o r (5 )

( 1 )  unless the person requesting the tak ing  o f  the c red it has f irs t 
ob ta ined  a de te rm ina tion  that

(A )  the survey ing in fo rm a tio n  described under 
AS  27.30 .0 10 (a)(1) and the results o f the geo log ica l m app ing described under 
AS  27.30.010(a)(5), as appropriate, are o f value to the state because they do 
no t dup lica te  ex is ting  data and meet appropriate general o r technica l standards 
app licab le  to mapp ing o r surveying o f  state land; the dete rm ina tion o f value to 
the state and o f  com p liance w ith  standards under th is subparagraph may be 
made on the basis o f  a rev iew  by

( i)  the department; or
( i i)  a pro fessional geo log is t c e rtif ie d  o r e lig ib le  fo r 

c e rtif ic a tio n  under AS  08.02.011, fu n c tio n in g  as a consu ltan t to the 
department, whose services have been retained by the person requesting 
the ta k ing  o f the credit;

(B ) the surveying in fo rm ation recovered and geological mapping 
obta ined were f irs t recovered o r obtained after the e ffec tive date o f  th is A c t or, 
i f  ea rlie r f irs t recovered o r obtained, the department determ ines tha t the value 
o f  the data to the pub lic  is substantia l and that the data is spe c ifica lly  e lig ib le  
fo r  a c re d it under th is chapter; and

(C ) the survey ing in fo rm a tio n  described under
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AS 27.30.010(a)(1) and the results o f the geo log ica l m app ing described under 
AS  27.30.010(a)(5) have been made ava ilab le  to  the p ub lic  o r w i l l  be made 
ava ilab le to the pub lic

( i)  by pub lica tion  in  a recognized pro fessiona l jo u rn a l 
acceptable to the department;

( i i)  by pub lica tion  by the person seeking the c red it in  a 
manner and at a price acceptable to the departmen :; o r

( i i i )  in  a manner that is o th e rw iie  acceptable to  the
department; o r
(2) if, based on materia l subm itted to the comm issioner, the 

com m iss ione r determ ines that the state w il l no t accept the exp lo ra tion  a c tiv ity  data 
ob ta ined  from  the m app ing o r su rvey ing because that data duplicates e x is ting  data, 
does no t con fo rm  to appropriate general o r technical standards app licab le to m app ing 
o r su rvey ing  o f  state land, does no t com p ly  w ith  the standard o f ( 1 ) (B )  o f  th is 
subsection, o r cannot be made availab le to the pub lic  under ( 1 ) (C ) o f th is subsection,

(b) A  c red it m ay not be obtained under th is section fo r e lig ib le  costs tha t are
( 1 )  pa id fo r o r reimbursed to the person by the federa l gove rnm ent o r

the state; o r
(2) e lig ib le  fo r the cred it authorized by AS 27.30.010, w he the r o r no t 

the c re d it au thorized by that section is requested o r whe ther o r no t the c re d it 
au tho rized  by that section is denied by the com m iss ione r o r taken by the person.

* Sec. 3. AS  27.30.020 is amended to read:
Sec. 27.30.020. P ro cedu re  fo r  reques tin g  m d  ta k in g  the  c re d it. T o  obta in 

the c re d it authorized by th is chapter,
( 1 )  a person shall subm it a request fo r the c red it as fo llow s:

(A ) the person shall subm it a request and a statement o f  
expend itu res fo r the previous calendar year no t la te r than 60 days a fte r the 
close o f  that calendar year; how eve r, i f  a re que s t fo r  th e  c re d it is based 
so le ly  on a c t iv i ty  th a t m a y  q u a li fy  f o r  the  c re d it u n d e r AS  27.30.012, th e  
d ead lin e  set o u t in  th is  s u b p a ra g ra p h  does n o t a n n lv :

(B ) the request must
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(i) describe the w o rk  accomplished during the previous 
year, the number o f  employees, and the names and num ber o f  
consultants; and

( ii)  p rov ide  a detailed lis t o r ledger o f expenditures o f 
the accomplishments described in (i) o f  th is subparagraph and a lis t o f  
exp lo ration ac tiv ity  data tha t in the fu tu re w il l be made available to the 
comm iss ioner under (2 )(A ) o f th is section;

(C) the person subm itting  the request is not required to transm it 
copies o f  receipts w ith  the request, but the statement o f  expenditures is subject 
to aud it in the d iscretion o f the comm issioner;

(D ) i f  the comm iss ioner determ ines to aud it the statement o f  
expenditures, the comm issioner may require the person subm itting the request 
to ju s t i fy  c la im s o f expenditures w ith  receipts and o ther re liab le  in fo rm a tion ;

(E) the comm issioner shall respond to the request by September 
30 by ce rtify in g  o r not c e r t ify in g  the person’ s expenditures; i f  the 
comm iss ioner

( i) does not ce rtify  expenditures, the comm issioner shall 
state the reasons fo r den ia l o f ce itif ic a tio n  and g ive the person m ak ing 
the request an oppo rtun ity  to correct any prob lems o r to p rov ide 
add itiona l in fo rm ation;

( ii) certifies expenditures, the comm issioner shall specify 
the exp lo ra tion  ac tiv ity  data requirements fo r that year tha t must be 
presented to the department at the tim e o f  the tak ing  o f the credit;

(F) i f  the comm issioner neither certifies nor denies ce rtifica tion  
o f expenditures by September 30, the expenditures are ce rtified  as subm itted;

(2) the person whose expenditures have been ce rtified  under ( 1 )  o f th is 
subsection may thereafter request the tak ing  o f the cred it fo r the ce rtified  expenditures 
as fo llow s:

(A ) the person shall de live r to the comm issioner the exp loration 
a c tiv ity  data iden tified  by the comm issioner under ( l) (E ) ( i i)  o f this section, and 
shall request the comm iss ioner’ s approval o f the tak ing o f the cred it;
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, (B ) the com m iss ione r shall approve o r disapprove the taking o f  
the cred it w ith in  s ix months a fte r rece ip t o f the request fo r tak ing o f  the cred it; 
i f  the

( i)  e xp lo ra tio n  a c tiv ity  data com p lies w ith  the 
requ irem ents id e n tif ie d  by the comm iss ioner under ( l ) (E ) ( i i)  o f th is 
section, the com m iss ione r sha ll approve the tak ing o f  the cred it;

( i i )  request is disapproved, the comm issioner shall state 
the reasons fo r d isapp rova l and o ffe r the person seeking to take the 
c red it an oppo rtun ity  to  co rrec t any prob lems or to p rov ide add itiona l 
exp lo ra tion  a c tiv ity  data o r o ther in fo rm a tion ;

(C.) i f  the com m iss ione r neither approves no r disapproves the 
request to take the c red it w ith in  s ix months a fte r subm ission o f the request, the 
ta k ing  o f the c red it is approved.

* See. 4. AS  27.30.030(a) is amended to read:
(a) In  a tax year o r ro ya lty  paym en t period, subiect to (c) o f  th is section and 

the respective lim ita tions o f th is subsection, the person may apply the credit, the tak ing 
o f  w h ich  was approved under A S  27.30.020(2), against

( 1 )  taxes payable by the person
(A ) unde r AS  43.65; app lica tion o f the cred it under this 

subparagraph may no t exceed the lesser o f
( i)  50 percent o f the person’s tax l ia b il i ty  under

AS  43.65 fo r the tax yea r that is related to p roduction from  the m in ing
operation at w h ich  the exp lo ra tio n  ac tiv ities occurred, as shown under
(b) o f  th is section; o r

( i i)  50 percent o f the person’ s to ta l tax lia b il i ty  under 
AS 43.65 fo r the tax year;

(B ) under A S  43.20; when the claim  of the credit does not

contain eligible costs o f surveying information described under

A S 27.30.010fa)fin o r the results o f geological mapping described under 

A S  27.30.010fa)f5'). or when the claim  of the credit contains eligible costs 

o f surveying information described under A S  27.30.010(31(1) o r the results
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J o f  geo log ica l m a p p in g  desc ribed  t in d e r AS  29.30.010(a)(5) a n d  th e
2 su rv e y in g  in fo rm a tio n  o r  resu lts  o f  geo log ica l m a p p in g  canno t be c e r t if ie d
3 bv th e  com m iss ione r as e lig ib le  costs u n d e r AS  27.30.012. app lication o f the
4 c re d it under th is subparagraph may no t exceed the lesser o f
5 ( i)  an am ount equal to the amount determ ined under
6 (A ) ( i)  o f  th is paragraph; o r
7  ( i i)  50 percent o f  the person ’ s to ta l tax l ia b i l i ty  under
8 AS 43.20 fo r the tax year; [AND ]
9 (C ) u n d e r AS 43.20: w hen the  c la im  o f  th e  c re d it con ta in s

10 e lig ib le  costs o f  e ith e r s u rv e y in g  in fo rm a t io n  desc ribed  u n d e r
1 1  AS  27.30 .0 10 (a)(1) o r  the re su lts  o f  geo log ica l m a p p in g  desc ribed  u n d e r
12  AS  27.30.010(a)(5) and the s u rv e y in g  in fo rm a t io n  o r re su lts  o f  geo log ica l
13  m a p p in g  a re  c e r t if ie d  as e lig ib le  costs b v  th e  com m iss io n e r u n d e r
14 AS  27.30.012. a p p lic a tio n  o f th e  c re d it  u n d e r th is  s u b p a ra g ra p h  m a v  n o t
15  exceed the  g re a te r o f
16  (1) an am o u n t equa l to  the  am o u n t d e te rm in e d  unde r
1 7  (A ) ( i)  o f  th is  p a ra g ra p h : o r
18  ( ii) 50 pe rcen t o f  the pe rson ’s * jfa l ta x  l ia b i l i ty  u n d e r
19  AS  43.20 fo r  the ta x  ye a r: a n d
20 (2) m inera l production ro ya lty  payments payable by  the person under
2 1 AS 38.05.135 - 38.05.175 and 38.05.212 fo r p roduction from  the m in ing  opera tion at
22 w h ich  the exp lo ra tion activ ities occurred; app lication o f the cred it under th is paragraph
23 may no t exceed 50 percent o f the person’ s m inera l p roduction ro ya lty  payment lia b il ity
24 from  the m in in g  opera tion at w h ich the exp lo ra tion  a c tiv itie s  occurred.
25 * Sec. 5. AS  27.30.030(b) is amended to read:
26 (b ) I f  the person applies the c red it against the person's tax l ia b il i ty  under
27 ( a ) ( l ) ( A ) ( i ) j [OR] (a ) ( l) (B ) f i ) . o r  ( a ) ( l ) (C ) f i )  o f th is section, the com m iss ione r o f
28 revenue shall d isa llow  app lication o f the cred it under that p rov is ion  unless the person
29 file s  w ith  the person’ s tax return an accounting o f the person ’ s m in in g  operation
30 activ ities  fo r each m in ing  operation tha t is inc luded in the tax re tu rn and as to w h ich
3 1 the c re d it is being applied. The accounting o f  m in ing operation ac tiv ities  required by
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18
19
20
2 1
22
23
24
25
26
27
2S
29
30
3 1

th is  subsection sha lj be made
( 1 )  on a fo rm  prescribed by the Departm ent o f Revenue; on the form , 

the person shall
(A ) id en tify  the m in ing  operations fo r w h ich  the c red it is

c laimed; and
(B ) set out the gross income a ttribu tab le  to the m in in g  

operations and other in fo rm a tio n  about the m in in g  opera tions that the 
Departm ent o f  Revenue may require;

(2) w ithou t regard to an exemption to which the person may be entitled 
unde r AS  43.65.010(a).

* Sec. 6. AS  27.30.050 is amended to read:
Sec. 27.30.050. L im i t  on a p p lic a t io n  o f c r e d i t  (a) T he  g ia n t o f  a ll 

e x p lo ra t io n  in cen tive  c red its  fo r  a m in in g  ope ra tio n  u n d e r AS 27.30.010, in c lu d in g  
c re d its  a u th o r iz e d  bv AS  27.30.012 fo r  geo log ica l m a p p in g  o r  geophys ica l o r 
geochem ica l su rve y in g  when a m in in g  ope ra tio n  is n o t in it ia te d , made to  a person 
d e sc r ib e d  in  AS  27.30.010(d) m a v  n o t exceed $20.000,000.

(b ) A n  exp lo ra tion  incen tive cred it fo r a m in ing  opera tion [M A Y  N O T  
E X C E E D  $20,000,000 AND ] must be applied w ith in  15 tax years o r ro ya lty  payment 
periods a fte r the ta k ing  o f  the c red it is approved under AS 27.30.020(2), but the tax 
years o r roya lty  paym ent periods in w h ich  the cred it is app lied need not be

( 1 )  the tax year o r ro ya lty  payment pe riod in w h ich  the person firs t 
incu rs lia b il ity  fo r paym ent o f tax or ro ya lty  based on the person’ s a c tiv ity  that is the 
basis o f the c la im  o f  the exp lo ra tion  incen tive  credit; o r

(2) consecutive periods.
* Sec. 7. A S  27.30.090(a) is amended to read:

(a) E xce p t as to  in fo rm a tio n  the  d isc losu re  o f w h ic h  has been a u th o r iz e d  
b v  AS  27.30.012. th e  [THE] comm iss ioner shall keep the exp lo ra tion  a c tiv ity  data 
p ro v id e d  under AS  27.30.020 con fiden tia l fo r 36 months a fte r rece ip t by the 
department.

* Sec. 8. AS  27.30.099(2) is amended to read:
(2) "e lig ib le  costs" means a l l expenses in c u r re d  h v  a person
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1
2
3
4
5
6
7
8
9

10
1 1
12
13
14
1 5
16
1 7
18
19
20
2 1
22
23
24
25
26
27

desc ribed  in  AS  27.30.010(d) in  condu c tin g  geo log ica l m a p p in g  o r  geophys ica l and

W O RK D R A F T  W O RK D R A F T  0-LS0845VF

geochem ica l su rve y in g  w ith o u t re g a rd  to  w he th e r a m in in g  o p e ra tio n  is in it ia te d  
based on the  m a p p in g  o r  su rv e y in g  a c t iv it ie s  and, in  a d d it io n . [M E AN ] the costs 
incu rred  fo r ac tiv ities  in d irec t support o f  exp lo ra tion a c tiv ity  conducted at the m in in g  
ope ra tion  o f the exp lo ra tion  a c tiv ity  fo r  the purpose o f  d e te rm in ing  the existence, 
loca tion, extent, or qua lity  o f  a m inera l o r coal deposit; w hen  used w ith  re fe rence  to 
a c t iv it ie s  in  d ire c t s u p p o r t o f e x p lo ra t io n  a c t iv ity  con d u c te d  a t th e  m in in g  
o p e ra tio n , the term

(A ) includes
(i) the costs o f obta in ing the approvals, perm its, licenses, 

and ce rtifica tes fo r an e xp lo ra tion  a c tiv ity  set ou t in  AS  27.30.010(a) 
[AS 27.30 .010 (a)(1) - (5)];

( i i)  d irec t labo r costs and the cost o f bene fits fo r 
employees d ire c tly  associated w ith  w o rk  described in  AS 27.30.010(a) 
[AS 27.30 .010 (a)(1) - (5)];

( i ii)  the cost o f ren ting o r leasing equipment from  parties 
no t a ffilia te d  w ith  the person requesting and ta k in g  the cred it;

( iv ) the reasonable costs o f  ow n ing , m a in ta in ing, and 
opera ting equipment;

(v) insurance and bond p rem ium s associated w ith  the 
ac tiv itie s  set out in ( i)  - ( iv )  o f  th is  subparagraph;

(v i) payments to consu ltan ts and independent
contractors; and

( v ii)  the general expense o f  ope ra ting  the person ’ s 
business, inc lud ing the costs o f materia ls and supplies, i f  those expenses 
and costs are d ire c tly  a ttribu tab le  to the w o rk  described in 
AS  27.30.010(a) [AS 27.30 .0 10 (a)(1) - (5)];

(B ) does no t in c lude  re tu rn on investment, insurance o r bond 
prem ium s no t covered under (A )(v ) o f th is paragraph, o r any other expense that 
the person has not incurred to com p le te  w o rk  described in  AS  27.30.010(a) 
[AS 27.30 .0 10 (a)(1) - (5)];

: S H B  238( ) -8 -
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* Sec. 9. AS 27.30.099(3) is amended to  read:
(3) "exp lo ra tion a c tiv ity  data" includes, as app licab le,

(A ) a representative skeleton core fo r  each hole cored o r a 
representative set o f cuttings fo r each ho le ro ta ry d rille d ;

(B ) chem ical analytica l dataj [AND ] non in terpretive geophysical 
data, a n d  geo log ica l m a p p in g :

(C) aeria l photographs o r a topog raph ic o r geo log ic map 
show ing  the location o f the d r i l l holes, sample locations, o r the o the r 
exp lo ra tion  activ ities undertaken;

* Sec. 10. T h is  A c t is retroactive to January 1, 1997, and applies to  activ ities that q u a lify  
fo r  the e xp lo ra tion  incen tive  cred it authorized by AS  27.30 tha t are undertaken a fte r 
D ecem ber 3 1, 1996.

* Sec. 11. Th is  A c t takes e ffect imm ed ia te ly  under AS  01.10.070(c).
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D e p a r tm e n t  of N a tu ra l  R esources

P r e l i m i n a r y  A n a l y s i s  o f  H B  238 

by
D iv is io n  o f  G eo log ica l and G eophys ica l S u rveys

Th is  analysis addresses the financial im plication o f implem enting the state’s receipt and a rch iv ing  o f  
m ineral-re lated geologic data from  private companies seeking to earn a mineral exploration incentive tax 
credit.

The concept o f  acquiring m ineral exploration data on Alaskan lands in exchange fo r a corporate tax credit 
is certa in ly  w orthy o f  serious consideration. It offers a means o f  bu ild ing  an in-state m inerals-related 
database at a more rapid rate than can be achieved by the state alone. I f  done correctly, these data w ou ld  
provide a valuable and grow ing incentive to future exploration ventures in Alaska.

To be o f any value to the state o f A laska or to future private sector m in ing  ventures, the geologic data 
submitted fo r the tax credit w ould have to be tim ely, o f  suitable quality, and system atically organized and 
preserved. The archive system w ould have to a llow  for convenient pub lic  access at nom inal cost to the 
public. I f  not maintained, the data submitted w ould soon be worthless. On the other hand, i f  adequately 
supported the database created w ould  continua lly grow in value and could m ateria lly contribute to the 
creation o f  new employment opportunities throughout the state.

House B ill 238 w ill result in the annual submittal o f a s ign ificant num ber o f maps, cross-sections, d r ill 
logs, geochemical analyses, airphotos, and geological repons to DNR. A t a m inim um , these materials w ill 
have to be audited to determine whether they qua lify  fo r acceptance as a basis fo r establishing a m ineral 
exploration tax credit. Such an audit is not a tr iv ia l exercise. It requires the attention o f  an experienced 
professional geologist.

In 1996 there were 52 major m ineral exploration programs active in Alaska and scores o f  small scale 
prospecting efforts that could qualify ’ fo r the HB238 incentive tax credit. Disregarding the prospector-scale 
efforts, the 52 m ajor programs represent the generation o f  a m u lti-m illio n  do lla r volum e o f  data. In 
practice, a large portion o f that data volum e w ould have to be audited, organized, and entered in to  an active 
database each year. Thereafter, there w ould  be a continually grow ing volum e o f  data to be active ly 
maintained so that it is readily accessible to the public throughout Alaska.

In 1947 the province o f  British C olum bia started a s im ilar but less ambitious mineral property' database. 
The ir system is s till in use today and s im ila r systems have been created in the other provinces o f  Canada. 
The B ritish  C olum bia system requires companies or ind iv iduals to file  an annual property report or pay 
$200 per cla im  fo r a ll mineral properties held in good standing. Actual data, maps, d r ill logs, etc. are 
optional. The annual reports usually are between 10-15 type-written pages. T he ir data base consists o f  
recording the ava ilab ility  o f  these documents in a PC database, extracting some specific in form ation into 
the database, and m ic ro film ing  the volunteered maps and d r ill logs. Newfoundland has a s im ilar system but 
requires that the reports be filed in d ig ita l computer format.

B ritish  Colum bia is m aintaining a s ign ifican tly  simpler system o f  p riva te ly  contributed data than what w il l  
result from  HB238. Nevertheless, the annual maintenance o f  the ir system requires1 :

1 D r. Ron Smyth, D irector and C h ie f Geologist, Geological Survey Branch, B ritish  Colum bia D iv is ion  o f 
Energy and M ines



1. O ne fu ll tim e p ro fessio n al g e o lo g ist auditor dedicated to exa m in in g  the reports an d data to determ ine 

w hether they m eet the m in im u m  requirem ents fo r acceptance

2. T w o  fu ll tim e p ro fessio n a l g e o lo g ists dedicated to o rg an iz in g , and arch ivin g  the reports and 

g e o lo g ica l data -  in clu d in g  m a in ta in in g  the P C -b a se d  database

3. A  quarter to h a lf-t im e  syste m  a n alyst dedicated to m a in ta in in g  the P C -c o m p u te r database system

4. A  co n tractor w ho m ic ro film s  th e m aps and reports.

O ne can debate w hether m ore or fe w e r reso urces w ou ld  be needed to im plem ent the re v ie w , acceptance 

and a rc h iv in g  o f  the data that w ill  be subm itted as a resu lt o f  H B  238. A s a first a p p ro x im a tio n , how ever, it 

is  reason ab le to expect that the fe w e r p roperties in A la sk a  v e rsu s B ritish  C o lu m b ia  is  offset b y  the m ore 

v o lu m in o u s, non-standard , and th erefo re m o re  co stly , data that w ill have to be evalu ated  or p ro cessed  by 

D N R  as a resu lt o f  H B  238. O ne can  a lso  debate w hether the private sector can im p lem e n t the system  m ore 

co st e f fe c t iv e ly  than can D N R . S o m e w h ere , how ever, fu n d in g  is  going to have to be m ad e a v a ila b le  to 

su sta in  som ething lik e  the ab o ve ro ste r o f  resources. So m e  o f  those resources m ust be in D N R  even i f  the

m ajo rity ' o f  them are em bodied in ou tsid e  contractors. F ro m  a fisca l standpoint th is is  m e re ly  a sh ift from

the 1 0 0 -lin e  to the 3 0 0 -lin e .

A  d ire ct c o rp o ra tio n -io -p u b lic  at larg e transfer o f  data is  p ro b a b ly  an unw orkable m o d e l. Th e m in e ra l- 

’■elated g eo lo g ica l and g eo p h ysica l data base im p lied  in H B 2 3 8  has value only i f  it is  c o n sis te n tly  updated 

and p reserved  in a w a y  that the in fo rm ation  is  e a sily  a c c e ss ib le  to the p u blic C o rp o ra tio n s and sm a ll 

m in in g  co m p an ies a lik e  are ep h em eral en tities in this state: co m p a n ie s leave the state, co m p a n ie s cease to 

e x ist, m a n y co m p a n ie s are sin g le  ven ture p ro m otion s, co m p a n ie s m erge. When any o f  these th in g s happen 

w ho does the p u b lic  ru m  to? W h o d oes the state hold acco u n tab le? It a lso  is hard to b e lie v e  that the p u b lic 

at larg e w ould  be v e ry  sa tisfied  w ith having to v is it  in d iv id u a l co m p an ies all o v e r A la s k a  to a cq u ire  the 

re lea sed  data. How  w ould anyone k n o w  what w as av a ila b le  and from  w hom ? How' w o u ld  they deal w'ith 

out o f  state co m p a n ie s?  W hat w ould  guarantee the long term  preservation  o f  the data the state had given a 

cred it fo r?

T h e se  co n cern s ra ise the point that the entire concept o f  g iv in g  a tax cred it for data su b m itta ls is  only 

v ia b le  i f  the state, itse lf, m akes a long term  co m m itm en t to p ro vid e  the resources necessary to p reserve, 

m a in ta in , and update the database.
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A p ril 17 ,19 9 7

Honorable A1 Vczcy 
Alaska State House 
Capitol Building 
Juneau. AK 99801

RE House Bill 238. Amending Exploration Incentive Credits 

Dear Representative Vczcy,

We are writing in support o f  your recently introduced I louse Bill 238 that would amend the 
statute regarding exploration investment incentive credits We feel that HB-238 would be 
complementary both to (he existing incentive program and to the state's on-going investments in 
minerals data collection

HB*238 addresses a perplexing question that has been discussed for many years within the 
mining industry That is. many companies have made investments to collect data about the 
mineral resources of the state and then, for various reasons, have not continued with the projects. 
The data generated is proprietary and because it may be of value in the flmjrc. it is kepi 
confidential within that company. This bill w»il provide an incentive for companies to release 
the information and would provide a mechanism so the data would become available to the 
public. The cost to the state in the form of a tax credit would be significantly less than the cost 
for the DNR Division of Geologic & Geophysical Surveys to obtain the same data using its 
personnel. Also, the reloasc of the data would create new interest and encourage investment in 
Alaska by other companies.

We see several challenges that need to be addressed and thought through to make this type of a 
program work effectively. One item is to insure that data submitted for a credit is of value to the 
state. Data that (he state already has should not qualify unless it brings something new to light.
A second  item concerns the quality , format, detail (spacing  o f  data  points),  etc o f  the data 
A n o th e r  issuo is to Insure that the  final da ta  package for use by the public  will be  o f  the  sam e 
quality  as  ex is ting  D G G S m ateria ls

We have read the bill but have not studied it in sufficient detail to know if  these issues arc 
addressed We do not see these points as problems hut rather as issues that need careful review 
and consideration. The curaent exploration investment credit program, which you sponsored 
with Representative Foster, has been a groat success and at vory little cost to the state That 
success is due to the fact that induil/y. the sponsors, and DNR worked together on the bill for 
several months to insure that all the relevant questions were addressed
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We woutd propose that thu  u m c  approach be taken with HB-238 Specifically, wc suggest that 
over tho up-coming summer and Tall, wo work together with DNft to evaluate the bill and the 
issues noted above in-depth and then be prepared to move forward with this bill in the Second 
Session of the 20th Legislature.

Thank you for introducing HB-238. We believe it has tremendous potential and look forward to 
seeing this bill become an added incentive for companies to invest end create additional new 
jobs in Alaska.

Steven C. Borell, P E 
Executive Director

cc. Commissioner John Shrvcly
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April 30, 1997

Honorable A1 Vczcy 
Alaska State House 
Capitol Building 
Juneau, AK 99801

RE. I louse Bill 238, Amending Exploration Incentive Credits 

Dear Representative Vezcy.

We are reviewing the Committee Substitute for your House Bill 238, CSI lB -238() version T " ,  
that would amend the statute regarding exploration incentive credits We appreciate your efforts 
to incorporate comments from our letter o f  April 17, 1997.

We arc still reviewing the CS in detail but have some initial comments that we felt should be 
raised. An over riding request by several persons I have talked to about this bill is that nothing be 
done that could complicate the existing statute for either the public or the State During our 
review it became apparent that many of the questions we were seeing could be answered better if 
HB-238 was a stand-alone statute, with possibly some references to the existing statute, rather 
than an amendment o f  the existing statute

It is also apparent that some of the underlying principles o f  the existing exploration incentive 
authorized by AS 27.30 arc dillereni than those contemplated in HB-238 and that the opportunity 
for misunderstanding by the industry and the state is significantly greater. The common principles 
for both bills include encouraging mineral investment that will create new jobs Principles o f  the 
existing statute include raw data only, not inlet pretation, tied to a specific mire, clearly defined 
cut-off point to insure that mine development or operating costs were not included, defined 
maximum credit per mine When combined, these aspects result in a narrowly focused bill \v:lh 
clear sidc-bonrds

Conversely. HB-238 has a much broader application and its principles are get what is otherwise 
proprietary raw data into public domain, gel what is otherwise proprietary interpretation 
(geologic maps) into public domain, co\crs both new and previously collected data and 
interpretation. To make this work effectively and ensure needed side-boards the challenge will be 
to: insure quality o f  data 3nd interpretation, get data and interpretation in common, usable, and 
reproducible form (i e the same form as DGGS now sells to the public), insure material is not a 
duplication, insure material is not data tied to a mine, include procedures to insure that the 
difficulty and cost to administer the incentive is minimized



Ano th e r fa c to r a ffe c tin g  HB-238 is ‘that ITB-46 needs to pass and become law  so we know  exactly 
how  to re fe rence the ex is ting  statu te HB-46 contains changes to  when the app lica tio n  must/can 
be filed, n fee requ irem en t, etc The need fo r I IB-46 to be in statute applies equa lly to  amending 
the s ta tu te o r to  add ing a new stand-alone portion

As noted in o u r p rev ious le tte r, the success o f  the current exp lo ra tion incen tive  cred it p rog ram  is 
due in pa rt to  the fact that the b ill was thorough ly reviewed over a period o f  several m onths and 
th is insured that all the relevant questions were addressed We w ou ld  like  to  suggest that once 
the cu rren t session o f  the Leg is la tu re  is adjourned DNR, DOR, A M A  (T  C ra ffo rd , D .M anzc i &  
myselQ, the  C ounc il o f  AJaska Producers, and you get on a te leconference and con tinue deta iled 
rev iew  o f  the b ill. T h is  fo rm  o f  g roup  review is the most e ffective way to  w o rk  th rough the 
questions that a rc  be ing raised

Thank you  fo r y o u r cons idera tion o f  these items

S incerely,

Steven C  B o re ll, P.F. 
E xecu tive  D ire c to r

cc: C om m iss ione r John Shive ly



D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

P re lim in a ry  A n a ly s is  o f  H B  238

by

Division o f  Mining and Water Management 
and

Division o f Geological and Geophysical Surveys 

A p r il 17, 1997

The ove ra ll concept o f  increasing the basic geo log ica l survey data in A laska, regardless 
o f  land ownersh ip, ava ilab le to the pub lic  has merit.

Several items o f  how  H B  238 w ou ld  w o rk  are not clear. A cco rd in g ly , the tw o  D iv is io n s  
o f  the Department o f  N a tu ra l Resources are no t ye t able to  m ean in g fu lly  recommend a 
pos ition to the Department on the specifics o f  H B  238 in  its  present fo rm  o r the poten tia l 
costs to the Department o f  N atu ra l Resources i f  im p lem en ted in its  present fo rm .

Areas where there is a degree o f  uncerta in ty inc lude the fo llo w in g :

a. When does the data fo r a m ine ra l p rope rty o r area that does not o the rw ise  q u a lify  
fo r the exp lo ra tion  incen tive c red it become stale?

b. I lo w  are data that dup licates in fo rm a tio n  a lready ava ilab le  to the pub lic  in  pa rt o r 
in tota l to be credited?

c. I lo w  is th is new  c red it to be considered when it in vo lves a m ine ra l p rope rty  that 
subsequently qua lifies fo r the ex is ting  exp lo ra tion  incen tive  c red it program , and is part o f  
the ex is ting  $20 m ill io n  cap?

d. What is the standard o f  pub lic  a va ila b ility—a pro fessional pub lica tion , a d ra ft 
report on f ile  in a com pany o ffic e  in A laska o r elsewhere, a report on f i le  w ith  the 
D iv is io n  o f  Geologica l and G eophys ica l Surveys, and o the r related questions about 
ava ila b ility?

e. I lo w  are the new cred its that are to ta lly  o r p a rtia lly  developed w ith  federa l, stale, 
or o ther pub lic  fund ing to  he treated?

f. What is the standard fo r de te rm in ing  w he the r the e lig ib le  costs in  the new  c red it 
are reasonable?



g. A pp lica tions fo r the ex is tin g  exp lo ra tion  incen tive  c red it program  over the past 
tw o  years in vo lve  139 in d iv id u a l m ine ra l properties fo r a to ta l expenditu re o f  about $50 
m illio n . The supporting in fo rm a tio n  w ith  these app lica tions suggest that up to  $37 
m il l io n  m ig h t be an “ e lig ib le  cost”  under the HB  238 i f  none ever resulted in  a p roduc ing  
m ine. Is the in tent o f  the Leg is la tu re?

• C lose w o rk in g  re la tionsh ips were deve loped between the Leg is la ture, m in ing  indus try ,
A tto rney Genera l’ s O ffice , Departm ent o f  Revenue and Departm ent o f  Natu ra l Resources 
du ring  the considera tion o f  the E xp lo ra tion  Incentives C red it A c t (AS  27.30) in  the last 
Leg is lature. Those w o rk ing  re la tionsh ips have continued as a Departm ent fo rm  fo r f i l in g  
app lica tions fo r exp lo ra tion  cred its was prepared and then rev iewed a fte r the f irs t yea r o f  
use. These same re la tionsh ips led to proposed amendments to the parent p rogram  in  th is 
Leg is la tu re w ith  the in tro duc tio n  o f  H B  173 by Representative Foster and its subsequent 
in co rpora tion  in to  HB 46 (Representatives K e lly  and The riau lt) in  the Senate Resources 
Comm ittee w ith  the fu ll support and encouragement by the A dm in is tra tion .

Recommendation: Use the ex is ting  s takeho lder re la tionsh ips to ( 1 )  respond to the questions 
about how  the in ten t o f  H B  238 can be e ffe c tive ly  implemented and, as appropriate, (2 ) deve lop 
spec ific amendments to H B  238. T h is  can take place over the summer w ith  amendments 
developed w ith  the sponsor p rio r to the next session. A t that tim e the A dm in is tra tion , sponsor, 
and m in ing  industry' can be in a pos itio n  to deve lop consensus to the m ax im um  extent poss ib le  
and fo r a ll to  understand the ra tiona le on any differences.


