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ALASKA STATE LEGISLATURE
S e n a t o r  T h o m a s  H .  W a g o n e r

C o -C h a ir: S enate  Resources C o m m itte e
M em ber: C & R A  Com m ittee M em ber: L B & A  Com m ittee
M em ber: R egu lato ry  R ev iew  M em ber: W orld T rade

O fficial Business

Session: Tanuarv -  May 
State Capitol, #427 
Juneau, AK 99801
Phone: 907-465-2828 Fax: 907-465-4779

Interim: May -  December 
145 Main Street Loop, Suite 226 

Kenai, AK 99611 
Phone: 907-283-7996 Fax: 907-283-8127

M EM O R A N D U M

To: Senators W agoner and Paskvan
Co-Chairs, Senate Resources Com m ittee

From: Senator W agoner

Date: February 2, 2012

Re: SB 176 An Act exem pting sand and gravel operations and marketable
earth m ining operations from  the m ining license tax; and providing for an 
effective date.

I respectfully request a hearing on  SB 176 before the Senate Resources Com m ittee to be 
scheduled  at your earliest convenience.

SB 176 elim inates sand and gravel operators and related marketable earth from the 
definition of m ining and thereby elim inates the state tax on those operations.

Attached please find supporting docum entation including:

• SB 176 Exem ptions From M ining Tax
• Sponsor Statem ent
• Sectional, explaining the changes SB 176 w ou ld  m ake to current law

A ny questions m ay be directed to the fo llow ing staff person in m y office:

Margaret D ow ling  
465-4899



ALASKA STATE LEGISLATURE
! \  S e n a t o r  T h o m a s  H .  W a g o n e r

wf C o -C h a ir: S enate R esources C o m m itte e
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Sponsor Statement
SB 176 An Act exempting sand and gravel and marketable earth mining operations from the 

mining license tax; and providing for an effective date

SB 176 eliminates the mining license tax on sand and gravel operations. Collecting the tax is 
costly to the state and industry, yet generates very little tax revenue for the state. In fiscal year 
2011 the Department of Revenue collected $221,364 in taxes from sand and gravel operations, 
and it put another $100,000 into the Constitutional Budget Reserve Fund, which was generated 
from audits and other assessments that covered filings for previous years. The state’s cost to 
collect this revenue was roughly $170,000.

The cost to business is also significant. Sand and gravel operators manufacture a wide variety of 
products: Aggregate pavers for gardens and concrete blocks for construction, bulk and retail 
sacks o f  concrete, asphalt, pit-run, and many grades o f aggregate. Preparing annual tax returns is 
costly because sand and gravel operators must track all expenses associated with each product, 
from extraction through product delivery. They must also track the type and volume of material 
used in each product, further compounding the complexity of record keeping. In addition, if an 
operator owns more than one pit, the operator’s tax return must include a separate schedule for 
each pit with calculations tracking costs, materials, and product income. Even if an operation is 
so small that it qualifies for an exemption to the tax, it still must file a tax return with the state 
each year. According to industry representatives, preparing tax returns and complying with audit 
requests costs the sand and gravel operators about $1 million a year in record keeping, tax return 
preparation and related administrative and accountant services time.

SB 176 also removes “marketable earth” from the mining license tax to address Department of 
Revenue and industry concern that after sand and gravel is removed from the mining tax, future 
regulators and the public could become confused about whether “marketable earth” includes 
sand and gravel.
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Sectional Analysis

SB 176 An Act exempting sand and gravel and marketable earth mining operations from the 
mining license tax; and providing fo r  an effective date

Section 1. Amends AS 43.65.010(a) to conform to the removal o f  sand and gravel mining from 
the mining tax by eliminated the exclusion of sand and gravel operations from the three and one- 
half year exemption of taxes for new mining operations.

Section 2. Amends the definition o f mining in AS 43.65.060(2) by removing “marketable earth” 
from the list o f materials to which mining refers and by adding “marketable earth” and “sand and 
gravel” to the exclusions to mining.

Section 3. Adds a new section clarifying that sections 1 and 2 o f the Act apply to taxes levied on 
or after the effective date of the Act.

Section 4. Provides an effective date o f July 1, 2012.
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CS FOR SENATE BILL NO. 176( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SEVENTH LEGISLATURE - SECOND SESSION

B Y

Offered:
Referred:

Sponsor(s): SEN ATO R W AGONER

A BILL 

FOR AN ACT ENTITLED  

"An Act exempting quarry rock, sand and gravel, and marketable earth mining 

operations from the mining license tax; and providing for an effective date."

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

* Section 1. AS 43.65.010(a) is amended to read:

(a) A person prosecuting or attempting to prosecute, or engaging in the 

business o f mining in the state shall obtain a license from the department. All new 

mining operations are exempt from the tax levied by this chapter for three and one- 

half years after production begins. [THE TAX EXEMPTION GRANTED TO NEW 

MINING OPERATIONS DOES NOT EXTEND OR APPLY TO THE MINING OF 

SAND AND GRAVEL.]

* Sec. 2. AS 43.65.060(2) is amended to read:

(2) "mining" means an operation by which valuable metals, ores, 

minerals, asbestos, gypsum, coal, [MARKETABLE EARTH,] or stone, or any of them 

are extracted, mined, or taken from the earth; "mining" includes the ordinary treatment

-1-
New T ext U n d e rlin e d  [DELETED TEXT BRACKETED]
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processes normally applied by mine owners or operators to obtain the commercially 

marketable product, but does not include the extraction or production of oil and gasj 

marketable earth, quarry rock, or sand and gravel;

* Sec. 3. The uncodified law of the State o f Alaska is amended by adding a new section to 

read:

RETROACTIVITY. Sections 1 and 2 o f  this Act are retroactive to January 1, 2012.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

W O R K  D R A F T  W O R K  D R A F T  2 7 -L S  1 2 0 1 \B

C S S B  1 7 6 ( )  - 2 -
New T ext U n d e rlin e d  [DELETED TEXT BRACKETED]
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C hanges betw een  SB 176 and CS SB 176 (RES)

Page 2, Line 3: Adds "quarry rock" as an exclusion to the definitions of mining

Page 2, Line 6: Changes effective date from  July 1, 2012, making it retroactive to 
January 1, 2012
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Sectional Analysis

C S f o r S B 1 7 6 (  ) Exemption from  Mining License Tax

Section 1. Amends AS 43.65.010(a) to conform to the removal o f sand and gravel mining from 
the mining tax by eliminated the exclusion o f  sand and gravel operations from the three and one- 
half year exemption o f  taxes for new mining operations.

Section 2. Amends the definition o f  mining in AS 43.65.060(2) by removing “marketable earth” 
from the list o f materials to which mining refers and by adding “marketable earth, quarry rock, or 
sand and gravel” to the exclusions to mining.

Section 3. Adds a new section making application o f sections 1 and 2 retroactive to January 1, 
2012.

Section 4. Provides an immediate effective date under AS 01.10.070(c).
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Sponsor Statement 
CS for SB 176 ( ) Exemptions from  Mining License Tax

CSSB 176 eliminates the mining license tax on sand and gravel operations. Collecting the tax is 
costly to the state and industry, yet generates very little tax revenue for the state. In fiscal year 
2011 the Department o f Revenue collected $221,364 in taxes from sand and gravel operations, 
and it put another $100,000 into the Constitutional Budget Reserve Fund, which was generated 
from audits and other assessments that covered filings for previous years. The state’s cost to 
collect this revenue was roughly $170,000.

The cost to business is also significant. Sand and gravel operators manufacture a wide variety o f  
products: Aggregate pavers for gardens and concrete blocks for construction, bulk and retail 
sacks o f  concrete, asphalt, pit-run, and many grades o f aggregate. Preparing annual tax returns is 
costly because sand and gravel operators must track all expenses associated with each product, 
from extraction through product delivery. They must also track the type and volume o f  material 
used in each product, further compounding the complexity o f  record keeping. In addition, if  an 
operator owns more than one pit, the operator’s tax return must include a separate schedule for 
each pit with calculations tracking costs, materials, and product income. Even if an operation is 
so small that it qualifies for an exemption to the tax, it still must file a tax return with the state 
each year. According to industry representatives, preparing tax returns and complying with audit 
requests costs the sand and gravel operators about $1 million a year in record keeping, tax return 
preparation and related administrative and accountant services time.

CSSB 176 also removes “marketable earth” from the mining license tax to address Department 
o f  Revenue and industry concern that after sand and gravel is removed from the mining tax, 
future regulators and the public could become confused about whether “marketable earth” 
includes sand and gravel. In addition, the committee substitute added “quarry rock” because 
they are included in Department o f  Revenue’s totals and represent an extremely small portion o f  
the sand and gravel taxes collected. On Department o f Revenue’s request, the committee 
substitute changes the bill’s effective date from July 2012 and makes it retroactive to January 
2012. With this change the department and industry need not administer a 6 month return.

27-LS1201\B
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Initial ve rs io n

P re p a re d  by B ren t G o o d ru m   P h o n e  (9 0 7 ) 2 6 9 -8 6 2 5 _ _ _ _ _
D iv is io n  M ining L a n d  & W a te r  D a te/T im e 0 2 -1 0 -2 0 1 2  / 9 :0 0  A M '
A p p ro ve d  b y D a n ie l S .  S u lliv a n _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  D a te  2/10/2012

C o m m iss io n e r_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
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A n a l y s i s

STA TE O F A LA S K A  BILL NO. SB176

2012 LEG ISLA TIV E SESSION

S e c t io n  1 o f  S B 1 7 6  r e m o v e s  a s e n t e n c e  f r o m  A S  4 3 .6 5  w h ic h  e f f e c t iv e ly  e x e m p t s  m in in g  o f  s a n d  a n d  g r a v e l  f r o m  t h e  
m in in g  l ic e n s e  t a x .

S e c t io n  2  o f  S B 1 7 6  a ls o  a m e n d s  t h e  d e f in i t io n  o f  m in in g  u n d e r  A S  4 3 .6 5  t o  e x c lu d e  " m a r k e t a b le  e a r t h "  a s  a p r o d u c t  
t h a t  is  e x t r a c t e d ,  m in e d ,  o r  t a k e n  f r o m  t h e  e a r t h .  It  a ls o  e x c lu d e s  m a r k e t a b le  e a r t h ,  s a n d  a n d  g r a v e l  f r o m  t h e  
d e f in i t io n  o f  m in in g  a s  t h e  o r d in a r y  t r e a t m e n t  p r o c e s s e s  a p p l ie d  b y  m in e  o w n e r s  o r  o p e r a t o r s  t o  o b t a in  t h e  
c o m m e r c ia l ly  m a r k e t a b le  p r o d u c t .  In  S e c t io n  3 , it  s t a t e s  t h a t  b y  r e m o v in g  t h e  m in in g  o f  s a n d ,  g r a v e l  a n d  m a r k e t a b le  
e a r t h  f r o m  t h e  p r e v io u s  s e c t io n s ,  t h e  m in in g  o f  t h e s e  p r o d u c t s  a r e  e x e m p t  f r o m  t h e  m in in g  l ic e n s e  t a x .

I f  e n a c t e d ,  t h is  b ill t a k e s  in t o  e f f e c t  J u ly  1 , 2 0 1 2 .  T h is  b ill is  e x p e c t e d  t o  h a v e  z e r o  f is c a l  im p a c t  o n  t h e  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 .

(Revised 1/17/2012 OMB) Page 2 of 2
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FISCAL NOTE

A n a l y s i s

B i l l  L a n g u a g e :
T h is  b il l  w o u ld  e x e m p t  s a n d  a n d  g r a v e l  a n d  m a r k e t a b le  e a r t h  f r o m  t h e  m in in g  l ic e n s e  t a x .  D u r in g  F Y  2 0 1 1 ,  t h e  
D e p a r t m e n t  r e c e iv e d  1 8 2  m in in g  l ic e n s e  t a x  r e t u r n s  f r o m  s a n d  a n d  g r a v e l  o p e r a t o r s .  In c lu d e d  in  t h o s e  t a x  r e t u r n s  
w a s  a c t iv i t y  f r o m  t h e  e x t r a c t io n  o f  o t h e r  m a r k e t a b le  e a r t h  s u c h  a s  p e a t ,  t o p  s o i l,  a n d  t h e  l ik e .  O n ly  1 7  o f  t h o s e  1 8 2  
t a x p a y e r s  p a id  t a x .  U n d e r  t h e  c u r r e n t  m in in g  l ic e n s e  t a x  s t r u c t u r e ,  t a x p a y e r s  d o  n o t  p a y  t a x  if  t h e ir  c u r r e n t  y e a r  n e t  
m in in g  l ic e n s e  t a x a b le  in c o m e  is  le s s  t h a n  $ 4 0 ,0 0 0 .  M o s t  s a n d  a n d  g r a v e l  t a x p a y e r s  d o  n o t  h a v e  m o r e  t h a n  $ 4 0 ,0 0 0  
in  n e t  in c o m e  a n n u a l ly  a n d , t h e r e f o r e ,  d o  n o t  p a y  t a x .  T h e y  a r e ,  h o w e v e r ,  r e q u ir e d  t o  o b t a in  a  m in in g  l ic e n s e  a n d  
f i le  a  m in in g  l ic e n s e  t a x  r e t u r n  e a c h  y e a r .

R e v e n u e s :
D u r in g  t h e  p a s t  f iv e  y e a r s ,  t h e  s t a t e  h a s  r e c e iv e d  t h e  f o l lo w in g  a m o u n t  o f  m in in g  l ic e n s e  t a x  r e v e n u e  f r o m  s a n d  a n d

STA TE O F A LA S K A  BILL NO. SB 176_________________

2012 LEG ISLA TIV E SESSION

g r a v e l  o p e r a t io n s :
# o f  S a n d  &  G r a v e l  T a x

F is c a l Y e a r  L ic e n s e e s  S a n d  &  G r a v e l  T a x  T o t a l  M in in g  T a x  R e v e n u e  ( P e r c e n t  o f  T o t a l )
2 0 0 7  1 1  $ 2 6 7 ,5 9 2  $ 7 9 ,1 4 1 ,5 2 6  .3 %
2 0 0 8  3 8  $ 2 8 5 ,3 1 4  $ 5 4 ,4 0 8 ,2 2 8  .5 %
2 0 0 9  1 4 0  $ 2 6 0 ,3 5 5  $ 1 6 ,0 4 4 ,1 3 9  1 .6 %
2 0 1 0  1 3 1  $ 2 0 6 ,8 3 0  $ 2 9 ,7 2 5 ,1 0 0  .7 %
2 0 1 1  1 8 9  $ 3 2 0 ,3 6 0  $ 4 3 ,3 3 8 ,1 1 9  .7 %

B a s e d  o n  p r e v io u s  f i l in g s ,  t h e  D e p a r t m e n t  e x p e c t s  t h a t  t o t a l  m in in g  l ic e n s e  t a x  r e v e n u e s  w ill  d e c r e a s e  e a c h  y e a r  b y  
a p p r o x im a t e ly  $ 3 0 0 ,0 0 0 .  T h is  b ill h a s  a n  e f f e c t iv e  d a t e  o f  J u ly  1, 2 0 1 2 ,  w h ic h  w o u ld  r e s u lt  in  d e c r e a s e d  r e v e n u e  in 
F Y  2 0 1 3  o f  a p p r o x im a t e ly  $ 1 5 0 ,0 0 0  a s  t a x p a y e r s ,  w h ic h  f i le  o n  a c a le n d a r  y e a r  b a s is ,  w o u ld  r e p o r t  a n d  p a y  t a x  o n  6 
m o n t h s  o f  a c t iv i t y  ( J a n u a r y  1, 2 0 1 2  t h r o u g h  J u n e  3 0 , 2 0 1 2 ) .

S a n d  a n d  g r a v e l  o p e r a t o r s  t h a t  c u r r e n t ly  u s e  t h e ir  m in in g  l ic e n s e  in  l ie u  o f  a  b u s in e s s  l ic e n s e  w i l l  b e  r e q u ir e d  t o  
o b t a in  a b u s in e s s  l ic e n s e  e a c h  y e a r .  T h e  s t a t e  c o u ld  s e e  a  s m a ll  in c r e a s e  in  b u s in e s s  l ic e n s e  r e v e n u e  a s  a r e s u lt  o f  
t h is  b il l.

E x p e n d i t u r e s :
D u r in g  t h e  p a s t  f iv e  y e a r s , t h e  D e p a r t m e n t  h a s  e x p e n d e d  a p p r o x im a t e ly  $ 1 5 0 ,0 0 0  e a c h  f is c a l  y e a r  o n  t h e  
e x a m in a t io n  a n d  a u d it  o f  s a n d  a n d  g r a v e l  t a x  r e t u r n s .  S t a f f  u s e d  t o  c o n d u c t  t h o s e  e x a m in a t io n s  w e r e  d iv e r t e d  f r o m  
o t h e r  e x c is e  t a x  p r o g r a m s  t o  f o c u s  o n  s a n d  a n d  g r a v e l  t a x p a y e r s  a s  t h e  D e p a r t m e n t  w a s  a w a r e  t h a t  t h e r e  w a s  a 
s ig n i f ic a n t  n u m b e r  o f  n o n - f i le r s  in  t h is  t a x  t y p e .  A s  y o u  c a n  s e e  f r o m  t h e  a b o v e  d a t a ,  c o m p l ia n c e  e f f o r t s  b y  t h e  
D e p a r t m e n t  w h ic h  s t a r t e d  in  F Y  2 0 0 7  r e s u lt e d  in  t h e  n u m b e r  o f  l ic e n s e e s  in c r e a s in g  d r a m a t ic a l ly  f r o m  o n ly  1 1  in  F Y  
2 0 0 7  t o  1 8 9  in  F Y  2 0 1 1 .  H o w e v e r ,  t h e r e  w a s  n o t  a d r a m a t ic  in c r e a s e  in  r e v e n u e s  a s  m o s t  t a x p a y e r s  b r o u g h t  in t o  
c o m p l ia n c e  h a d  le s s  t h a n  $ 4 0 ,0 0 0  in  m in in g  l ic e n s e  n e t  in c o m e  a n d , t h e r e f o r e ,  p a id  n o  t a x .  T h e  D e p a r t m e n t  d o e s  
n o t  e x p e c t  t o  r e d u c e  s t a f f  a s  a r e s u lt  o f  t h is  le g is la t io n  a s  m o s t  r e s o u r c e s  t h a t  c u r r e n t ly  f o c u s  o n  s a n d  a n d  g r a v e l 
m in in g  h a v e  b e e n  r e - a s s ig n e d  t o  c o m p l ia n c e  a c t iv it ie s  a n d  a u d it s  o f  o t h e r  e x c is e  t a x e s .
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Typical Gravel Products 
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MEETING DATE: February 15. 2012

1. Switch gavel from Paskvan

2. SB 176

a. This is the initial presentation of the bill -  it has a referral next to 
finance.

b. There is a Draft CS for the legislation
c. Ask for motion on the Draft CS -  object for discussion
d. Ask sponsor to present

i. Margaret Dowling

e. Go to public hearing

i. See attached offnet
ii. GotoLIO’s
iii. Go to Juneau

f. CLOSE PUBLIC HEARING

g. Remove objection -  ask for motion out of committee with individual 
recommendations -  fiscal notes.

3. Gavel out -  announce time.



Jeff Stepp

F ro m :
Sent:
T o :
Subject:

Margaret Dowling
Tuesday, February 14, 2012 3:55 PM 
Mary Jackson; Jeff Stepp 
SB 176 Final Testifier List

T e s tif ie rs : F ina l List

T h e y  a re  lis te d  in  th e  o rd e r  th e y  sh o u ld  be ca lled  upo n  by  th e  C ha ir to  b e s t " te l l  th e  s to ry "  

O ff n e t:

T ony Johansen, G rea t N o rth w e s t, FB. A lso AGC President 
M a rc  C o ttin i, E ng ineer and c o -o w n e r o f M a t Su p it 

Ben S im m ons, VP - C on tro lle r, A nchorage  Sand and G ravel 
C heryl Shafer, O w ne r, D ibb le  C reek Rock, A n ch o r P o in t

A v a ila b le  fo r  Q ue s tio n s :

O ff N e t: Johanna Bales, D epu ty  D ire c to r, DOR, D iv o fT a x  
In Person: Don Bullock, Leg. Legal

Margaret Dowling
Staff to Senator Tom Wagoner
Senate District Q
(907) 465-4899

l
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F ro m : Brian Vreeling rmailto:BVreelinq@COLASKA.coml 
S e n t: Monday, February 13, 2012 9:56 AM
T o : Sen. Joe Paskvan; Sen. Tom W agoner; Sen. Bill W ielechowski; Sen. Bert Stedman; Sen. Lesil 
McGuire; Sen. Hollis French; Sen. Gary Stevens 
Cc: John@aacak.org
S u b je c t: RE: Exemptions from  Mining Tax - Bill Number SB176

Colaska, Inc. operates as an integrated construction business th a t owns and leases m ultip le  sand and 
gravel pits th roughou t Alaska. O ur activ ities include extracting sand & gravel and processing these 
extracts in to  d iffe ren t m arketable products. These products are e ithe r sold externa lly to  th ird -p a rty  
custom ers o r utilized in terna lly  in m aking redi-m ix concrete, asphalt hot mix, o r on road construction 
projects.

The M in ing License Tax law as it cu rren tly  exists places an undue hardship and burden on sand and 
gravel operations to  com ply w ith  fo r several reasons.

Firstly, as an in tegrated business th a t has some operations considered 'm in ing activ ities' and others tha t 
are not, it  has proven to  be d ifficu lt to  carve ou t our m ining activ ities from  our integrated activities to 
file  a m eaningful m ining income tax re tu rn  on an annual basis. This carving requires us to  spend much 
m ore tim e  to  prepare and create the  m ining income tax re tu rn  than it does to  prepare ou r corporate 
incom e tax re turn  fo r the IRS and the  State o f Alaska.

Secondly, we are cu rren tly  being audited by the  D epartm ent o f Revenue (DOR) fo r tw o  years o f our 
m in ing tax returns. The aud it process started m ore than a year ago and is now ju s t com ing tow ards an 
end. Because o f ou r in tegrated operations, it  has been d ifficu lt fo r  the  DOR to  apply the  m ining tax law 
as it cu rren tly  exists to  ou r s itua tion . Again having integrated activities, it has proven to be very onerous 
fo r  the  DOR to  audit a carved o u t piece o f our en tire  business. To date we have spent w e ll in excess o f a 
com bined 800 hours in ou r organization complying w ith  the  aud it and responding to  audit 
requests. This is in add ition  to  the  hours and costs expended by the DOR on th is  audit.

Th ird ly, the  u ltim a te  consum er o f o u r products is the  governm ent. In 2011, 78% o f our revenues came 
from  public sources. The cost o f the  m ining tax itself, as w ell as our in terna l costs to  com ply w ith  th is 
tax are being passed on to  our custom ers, which the m a jo rity  is coming from  governm ent funds.

In sum m ary, as the Vice President o f Finance o f a company th a t m ust com ply w ith  the M in ing License 
Tax, I w hole hearted ly support Senate Bill No. 176 to  exem pt sand and gravel and marketable earth 
m in ing operations. M y support comes from  d irect experience in the cost and e ffo rts  to  com ply w ith  the 
cu rren t law w hich by fa r exceed the  tax revenue generated from  it.

Yours tru ly ,
Brian Vreeling, CPA 
Vice President, Finance 
Colaska, Inc.
4000 Old Seward Highway, Suite 101 
Anchorage, Alaska 99503

mailto:BVreelinq@COLASKA.coml
mailto:John@aacak.org


F ro m : Matt Early f mailto:Matt@ twinpeaksconstruction.net1 
S e n t: Friday, February 10, 2012 11:12 AM 
To : Sen. Joe Paskvan; Sen. Tom Wagoner
Cc: Sen. Bill W ielechowski; Sen. Bert Stedman; Sen. Lesil McGuire; Sen. Hollis French; Sen. Gary Stevens 
S u b je c t: Senate Bill 176

Senators Paskvan and Senator W agoner -
As the Construction Project Manager fo r Twin Peaks Construction, I would like to speak on behalf of 
Senate Bill 176, fo r which I understand that a hearing is taking place next W ednesday, Feb. 15, 2012. 
Twin Peaks is a relatively small civil construction com pany providing work on public projects throughout 
the State fo r a variety o f entities.
W e strongly support this bill exempting sand and gravel sa les from the State mining tax. As it stands 
now, as mentioned m ost o f our projects are for public entities, including the state of Alaska. This tax 
effectively adds to the cost o f construction for our company, and thus needs to be accounted for in our 
bid. Thus this tax currently causes the costs o f public construction projects to increase. Furthermore, 
current law essentially takes the money out of one pocket in the State and puts it in another, as it costs 
additional monies to contracting entities such as the Departm ent of Transportation, but provides revenue 
fo r the Departm ent o f Revenue. However, with all bids and projects we do, we add on markup and 
overhead costs to any actual costs we anticipate, which can run up to 20%. So, in essence, the State is 
taking money out o f one pocket and only getting 80% of tha t money back, not to mention the 
administrative costs incurred by the Department of Revenue to review and process these tax returns. 
Thanks much for your consideration o f this information in your decision.
Take care,
Matt

M a tth e w  E a rly
P ro je c t M anager
Tw in Peaks C onstruc tion , In c .
(9 0 7 ) 2 3 5 -3 8 0 2  E x t. 24  Phone 
(9 0 7 ) 2 3 5 -1 0 4 2  Fax 
(9 0 7 ) 2 9 9 -9 9 0 0  Cell 
matt@twinpeaksconstruction.net

mailto:Matt@twinpeaksconstruction.net1
mailto:matt@twinpeaksconstruction.net


F ro m : Tim Hroza f mailto:THroza@COLASKA.coml 
S e n t: Monday, February 13, 2012 2:57 PM
T o : Sen. Joe Paskvan; Sen. Tom Wagoner; Sen. Bill W ielechowski; Sen. Bert Stedman; Sen. Lesil
McGuire; Sen. Hollis French; Sen. Gary Stevens
Cc: John@aacak.orQ: Ben Northey; Julie Olson; Brian Vreeling
S u b je c t: SB 176: Exemptions From Mining Tax

The M in ing  License Tax law puts a lo t o f burden on businesses th a t extract sand and gravel to  build 
roads and in fras truc tu re  in Alaska. The M in ing License Tax Return (MLTR) requires us to  segregate the  
m ining activ ities o f  ou r business and th a t has proven to  be very d ifficu lt fo r  Colaska because o f the  way 
w e track ou r sand and gravel activities. We spend an ino rd ina te  am ount o f tim e  preparing th is  data 
every year to  com ply w ith  th e  MLTR as well as preparing m ining license renewals every year fo r  gravel 
pits th a t we in frequen tly  use.

Add itiona lly , we have been going th rough  a Dept o f Revenue MLTR A ud it fo r  the  past year and it also 
has proven to  be an very arduous experience. As Corporate C ontro lle r and gatherer o f the  data from  
ou r Regional C ontro lle rs and sta ff, we co llective ly have spent hundreds o f hours preparing schedules, 
pulling invoices and answering a p lethora o f questions regarding the  MLTR and we still haven 't come to  
the  end o f the  audit.

Finally, the  iron ic  part o f th is w hole ordeal is th a t a lm ost 80% o f our sand and gravel p roduction  
eventua lly gets sold to  the State o f Alaska DOT and local governm ents in the  fo rm  o f new a nd /o r 
im proved roads via the  contracts th a t were awarded to  Colaska. The bo ttom  line is th a t any additiona l 
costs acquired to  generate the  sales o f these sand gravel products transla te  to  add itiona l costs to  our 
custom ers, m a in ly the  State o f Alaska and local governm ents.

In sum m ary, as the  Corporate C ontro lle r o f a company th a t must com ply w ith  the  M in ing License Tax, I 
w ho le  hearted ly support Senate Bill No. 176 to  exem pt sand and gravel and m arketable earth  m ining 
operations. M y suppo rt comes fro m  d irect experience in the  cost and e ffo rts  to  com ply w ith  th e  curren t 
law  which by fa r exceed the  tax revenue generated fro m  it.

Tim  Hroza  
Colaska In c. 
Corporate C o n tro ller 
9 0 7 - 2 7 3 - 1 0 1 3

mailto:THroza@COLASKA.coml
mailto:John@aacak.orQ


Sheep Creek Development, LLC  
P.O. Box 71577 

Fairbanks, A K  99707

Alaska House o f Representative and Senate Members 
Capitol Building

Re: HB 298 and SB 176

Dear House and Senate Members:

I am writing this letter to request your support for HB 298 and SB 176.

Sheep Creek Development and one o f our individual members own substantial parcels o f patented mining 
claims which were purchased with millions of cubic yards o f stacked and processed tailings and fines 
produced as a byproduct o f gold dredge and placer mining operations performed by the former owners.

During 2008, the State o f Alaska, Department o f Revenue attempted to incorrectly impose the M LT and 
its requirements on our company. We spent significant sums retaining legal and mining tax professionals, 
and hundreds o f uncompensated hours of personal time, to document and assert our position that we were 
and are not miners. While it appears DOR informally agreed with our position, it is certainly possible that 
they could revisit the matter at a future date. Passage o f this bill would provide certainty for us and the 
many other companies who purchased old mining claims with tailings on them which DOR has 
incorrectly asserted or asserts are subject to the MLT.

Unlike other minerals taxed under the MLT which are combusted or shipped out o f state, sand and gravel 
and the tailings and fines we sell are used and still remain in Alaska. Our largest sales are to publicly 
funded projects for roads, sidings, etc. but we also sell to homeowners trying to build their driveway or a 
pad for their new home. Passage will lower the cost o f infrastructure for all Alaskans, level the playing 
field between sand and gravel companies and eliminate the type o f burdensome defense costs we have 
experienced.

Please vote to pass this legislation and do not hesitate to email or call me should you have any further 
questions regarding this matter.

January 31, 2012

Managing Member 
Sheep Creek Development, LLC 
(907)322-0362 -  Cell 
ioncook@gci.net

mailto:ioncook@gci.net


SECO N
S O U T H E A S T  A L A S K A

P.O. Box 32159 Juneau, Alaska 99801 (907) 780-5145 Fax (907) 780-5896

February 13, 2012

Senator Tom Wagoner 
State Capitol Room 427 
Juneau, Alaska, 99801

RE: Senate Bill 176 Exemptions from Mining Tax 

Dear Senator Wagoner,

Thank you for your support o f  this important piece o f  legislation. Though this bill is short, it will remove 
a burdensome tax and benefit the citizens o f Alaska.

Secon is an integrated business, and the mining activities we undertake are a very small part o f our 
operations. However, segregating the mining activities to prepare the State o f  Alaska mining tax return 
takes almost as much time as it does to prepare our Federal and State income tax returns.

The audit o f  two years o f  our mining tax returns by the Department o f  Revenue (DOR) has been 
overwhelming to say the least. Secon has spent approximately 200 hours gathering information and 
preparing schedules, two D O R auditors were on site in our offices in 2011 for five days each -  and the 
audit is still not complete. Our corporate offices in Anchorage have spent considerable more time than 
this compiling and consolidating the information for the audit.

A ll o f  the sand, rock, and gravel that we mine stays here in Alaska. The majority o f  it is used in 
government public works projects (roads, bridges, sidewalks, airports, etc.) along with private projects 
(driveways, home foundations, gravel for icy roads, etc.) The costs o f  preparing the mining license tax 
return and complying with DOR audit requests is passed on the end user o f  products, which is the State 
Alaska and the citizens o f  Alaska.

Thank you again for your time and support o f  this bill and for your service to our wonderful state.

Sincerely,

Q tftu

Julie Olson, CPA  
Controller

Cc: Senator Joe Paskvan 
Senator Bert Stedman 
Senator Bill Wielechowski 
John McKinnon, Director A G C

Senator Lesil McGuire 
Senator Hollis French 
Senator Gary Stevens



received 
FEB 1 5  WL !16515 Centerfleld Dr, Ste 201

Eagle River, AK 99577 
Phone: 907-696-2828 
Fax: 907-696-2845

www.eklutnainc.com

m e .

February 13, 2012
Senator Joe P askvan 
State C apitol 
Juneau, A K  9 9 8 0 1-118 2

Re: S B  176. “ E xem ptions from  M ining T a x ”

D ear Senator Paskvan,

Eklutna, Inc. w ish es to express its support for Senate B ill 176  as it addresses an onerous 
adm inistrative burden on gravel extraction operations for both private business and the 
A la sk a  D epartm ent o f  R evenue. This b ill w ill exem pt sand and gravel operations from 
the m ining licen se tax.

T he present m ining tax costs m ore to co llect than the revenues realized. W hen you 
consider that about h a lf  o f  all sand and gravel products are used for public projects, it is 
really  the public that is p ayin g  an extra tax w ithout a good  reason. M in in g  taxes are m ore 
appropriate for m inerals, not sand and gravel products.

T he audits that need to b e  perform ed to calculate the taxes are tim e-consum ing for both 
the state and operators. T he am ount o f  m ining license tax paid b y  the sand and gravel 
industry is m in iscule com pared w ith other taxed m inerals. T he end result is that the 
system  is in efficien t and not cost e ffe c tive  for any party.

R ep ealin g  the m ining tax for sand and gravel w ill rem ove an unnecessary burden for 
private businesses and a llo w  the D epartm ent o f  R evenu e to redirect their activities to 
revenue producing activ ities on high value m ineral m ining operations.

I f  you h ave any questions regarding this matter, p lease do not hesitate to contact me.

Sincerely,

Curtis J. M cQ ueen Jim A . A m esen
Corporate Lands and R egu latory  M anagerC E O

http://www.eklutnainc.com


Jeff Stepp

F ro m : Erin Ealum  < E rin@ eklu tna inc .com >
S e n t: M onday, February  13, 2012 11:15 AM
T o : Sen. Joe  Paskvan; Sen. T om  W agoner; Sen. Bill W ie lechow sk i; Sen. Bert S tedm an; Sen.

Lesil M cG uire ; Sen. H ollis French; Sen. G ary S tevens 
C c: C urtis M cQ ueen; Jim  A rnesen
S u b je c t: SB 176 E xem ptions from  M ining Tax

February 13, 2012
S ena to r

S ta te  C ap ito l
Juneau, AK 99801-1182

Re: SB 176. "E xe m p tio n s  From  M in in g  Tax"

D ear Senator,

E klu tna, Inc. w ishes to  express its  s u p p o rt fo r  Senate Bill No. 176 as i t  addresses an on e ro u s  a d m in is tra tive  bu rden  on 

g rave l e x tra c tio n  o p e ra tio n s  fo r  b o th  p riva te  business and th e  Alaska D e p a rtm e n t o f Revenue. This b ill w ill e xe m p t sand 
and g rave l o p e ra tio n s  fro m  th e  m in ing  license tax.

The p resen t m in in g  ta x  costs m ore  to  co lle c t th a n  the  revenues rea lized. W hen  you  con s id e r th a t a b o u t h a lf o f  a ll sand 

and grave l p ro d u c ts  are used fo r  pub lic  p ro jec ts , i t  is rea lly  th e  pub lic  th a t is paying  an extra  tax  w ith o u t a good 

reason. M in in g  taxes are m ore  a p p ro p r ia te  fo r  m inera ls , n o t sand and grave l p roduc ts .

The a u d its  th a t  need to  be p e rfo rm e d  to  ca lcu la te  th e  taxes are tim e -co n su m in g  fo r  b o th  th e  s ta te  and o p e ra to rs . The 

a m o u n t o f  m in in g  license ta x  paid by th e  sand and grave l in d u s try  is m in iscu le  com pa red  w ith  o th e r  taxed  m ine ra ls . The 
end re su lt is th a t  th e  system  is in e ff ic ie n t and n o t cost e ffe c tive  fo r  any pa rty .

R epealing th e  m in in g  tax  fo r  sand and grave l w ill rem ove  an unnecessary bu rden  fo r  p riva te  businesses and a llo w  th e  
D e p a rtm e n t o f  Revenue to  re d ire c t th e ir  a c tiv itie s  to  revenue  p roduc ing  a c tiv itie s  on high va lue m in e ra l m in ing  

o p e ra tio n s .

If you  have any questions  rega rd ing  th is  m a tte r, p lease do n o t hes ita te  to  co n ta c t me.

S incere ly,

mailto:Erin@eklutnainc.com


C urtis  J. M cQ ueen  Jim A. A rnesen

CEO C o rp o ra te  Lands and R egu la to ry  M anager
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S e n a to r Joe Paskvan

S e n a to r T h o m a s  W a g o n e r

S ena te  R esources C o m m itte e  Co-Chairs

S ta te  C a p ito l

Juneau , AK

Em ail tra n s m is s io n  to :  S ena to r_Joe_P askvan@ leg is .s ta te .ak .us

S e n a to r_ T h o m a s_ W a g o n e r@ le g is .s ta te .a k .u s

Re: S e n a te  Bill 176  "A n  A c t e x e m p tin g  sand and  g rave l and  m a rk e ta b le  e a rth  m in in g  o p e ra tio n s

fro m  th e  m in in g  license  ta x ; and p ro v id in g  fo r  an e ffe c tiv e  d a te ."

D e a r S e n a to r Paskvan and  S e n a to r W a g o n e r,

N e x t w e e k , on  W ed n e sd a y , Feb 15th, you  w il l  be re c e iv in g  te s t im o n y  o n  SB 176  re g a rd in g  th e  ta x a tio n  o f 

sand and  g ra ve l o p e ra tio n s  in th e  S ta te  o f A laska. Please c o n s id e r th e  fo l lo w in g  co m m e n ts  as you  discuss 

th e  n u m e ro u s  m e r its  o f  th is  b ill.

Sand & Gravel tax return

T h e re  is no  c le a r g u id a n ce  on  h o w  to  c o m p ly  w ith  th e  m in in g  re tu rn . W h ile  th is  is m a n ife s te d  in m a n y  

w ays , fro m  a sand &  g rave l s ta n d p o in t -  and e sp e c ia lly  fo r  a c o m p a n y  engaged  in a d d itio n a l p rocess ing  o r 

use o f  th e  ag g re g a te  - th e re  a re  so m e  c a lc u la tio n s  /  a llo c a tio n s  th a t  d o n 't  m a ke  e co n o m ic  sense. These 

s o m e tim e s  w o rk  in  th e  s ta te 's  fa v o r  and  o th e r  tim e s  in th e  co m p a n y 's .

Sand & Gravel tax return audits

T he s ta te 's  resou rces  th a t  w e re  sp e n t in a u d it in g  o u r  re tu rn s  ( la b o r, a ir fa re , h o te ls  e tc ) co u ld  have  had  a 

m u ch  b ig g e r im p a c t a u d it in g  d if fe re n t areas. F o r th e  ye a rs  in q u e s tio n  th e re  w as m u ch  less use o r  sa le o f 

a g g rega tes  th a n  th e  c u r re n t yea rs  w h ic h  in tu rn  w o u ld  re d u ce  th e  chance o f  c o lle c t in g  enough  a d d itio n a l 

re ve n u e  to  ju s t i fy  th e  co s t o f  th e  a u d it.

The  c o m p a n y  a lso  su ffe rs  fin a n c ia lly  in  c o m p ly in g  w ith  th e  f i l in g  o f  th e  re tu rn  and  any  su b se q u e n t aud its . 

W e  have  s p e n t o v e r 150  h o u rs  se a rch in g  fo r  and co p y in g  d o c u m e n ts , p re p a r in g  schedu les  and  a n sw e rin g

mailto:Senator_Joe_Paskvan@legis.state.ak.us
mailto:Senator_Thomas_Wagoner@legis.state.ak.us


q u e s tio n s . T he  cos t to  th e  c o m p a n y  has in c lu d e d  la b o r, pos tage , o ff ic e  supp lies  (p a p e r) and  th e  

o p p o r tu n ity  co s t o f  th e  e m p lo y e e 's  t im e  th a t  w o u ld  have been  b e tte r  sp e n t e lse w h e re .

T he  c u r re n t ta x a tio n  sys tem  re q u ire s  a c o m p a n y  to  re p o r t  based u p o n  th e ir  ta x  ye a r. O u r fin a n c ia l 

s ta te m e n ts  a re  p re p a re d  by  c a le n d a r ye a r a n d  o u r  s ta te  and  fe d e ra l taxes  a re  re p o r te d  w ith  a ye a r end  o f  

M a rc h  31st. W h ile  o u r  c u rre n t a c c o u n tin g  sys te m  is c o n fig u re d  to  a cco m m o d a te  th e  " ro u t in e "  fil in g s  fo r  

s ta te  and lo ca l c o rp o ra te  taxes , i t  is n o t cu s to m iz e d  to  p ro v id e  th e  d a ta  re q u ire d  by th e  m in in g  ta x  re tu rn , 

w h ic h  m u s t be e x tra c te d  fro m  o u r  f in a n c ia l s ta te m e n ts . Th is  th e re fo re  re q u ire s  th a t  s ig n if ic a n t a d d itio n a l 

t im e  be s p e n t re c o n c ilin g  th e  tw o  fin a n c ia l re p o r t in g  p e rio d s  in o rd e r to  co m p ly  w ith  th e  re tu rn  

re q u ire m e n ts . In te rn a lly , th e  b e s t s o lu tio n  w o u ld  be to  keep  se p a ra te  ledgers  b u t  th is  is co s t p ro h ib it iv e  

w ith  o u r  c u r re n t se t-u p .

I f  th e  ta x  fo r  sand &  g ra ve l is n o t a b o lish e d  i t  sh o u ld  a t th e  v e ry  leas t be  s im p lif ie d  so th a t  co m p lia n c e  is no 

lo n g e r b u rd e n so m e .

Sand & Gravel tax paid by DOT

W h ile  w e  c o u ld  fo cu s  m e re ly  on  th e  fa c t th a t  a d m in is te r in g  th is  ta x  costs  m o re  th a n  i t  ra ises, th a t  d o e s n 't 

a dd ress  th e  co re  issue o f  w h o  is p a y in g  m o s t o f  th e  ta x  -  th e  S ta te  o f  A laska D e p a rtm e n t o f  

T ra n s p o rta t io n . The m a jo r ity  o f  th e  agg rega tes  re m o v e d  fro m  o u r In te r io r  p its  f in d s  its  w a y  in to  a s ta te  

ro a d  o r  a irp o r t  p ro je c t, w h ic h  m eans  th e  s ta te  is a c tu a lly  ta x in g  its e lf, and co s tin g  its e lf  a d d itio n a l 

a d m in is tra t iv e  expense  in th e  p rocess.

O u r s ta te  e c o n o m y  is in  a p re c a r io u s  s ta te . It is o f  u tm o s t im p o rta n c e  th a t  w e  g e t th e  m o s t bang  fo r  o u r 

b u ck  in  a ll areas o f  s ta te  g o v e rn m e n t. The sand  and  g ra ve l ta x  sys tem  w o rks  aga ins t th a t  e nd . Please 

s u p p o r t SB 176.

R e sp e c tfu lly ,

John G odzina , CPA 

C o n tro lle r

CC: Senator Bill W ielechowski

Senator Bert Stedman 

Senator Lesil McGuire 

Senator Hollis French 

Senator Gary Stevens 

John M a cK in n o n , AGC

Senator_B ill_W ielechowski@ legis.state.ak.us

Senator_Bert_Stedm an@ legis.state.ak.us

Senator_Lesil_M cGuire@ legis.state.ak.us

Senator_Hollis_French@ legis.state.ak.us

Senator_Gary_Stevens@ legis.state.ak.us
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SB 176

I am  Ben S im m ons, V ice P res ident -  C o n tro lle r, o f  A nchorage  Sand and Gravel Co., Inc. I have been 

e m p lo ye d  in th is  capac ity  fo r  th e  past 37 years. I have ex tens ive  expe rience  w ith  C h a p te r 43 .65  M in in g  

License Tax, f i l in g  re q u ire d  ta x  re tu rn s  and respond ing  to  aud its . Based upon m y experience  and 

know ledge  o f  th e  M in in g  License Tax s ta tu te , th e  fo llo w in g  te s t im o n y  is re sp e c tfu lly  s u b m itte d .

•  A m b ig u o u s . The M in in g  License Tax S ta tu te  as it  pe rta ins  to  sand and grave l is ve ry  am b iguous 

and d if f ic u lt  to  ap p ly  to  sand and grave l o p e ra tio n s . A ll m in in g  o p e ra tio n s  covered  by the  

s ta tu te  is basica lly one  ite m  (ie. Gold, s ilve r, coal, e tc .), w ith  th e  exce p tio n  o f  sand and grave l 

w h ich  can be b e tw e e n  20-30  p roducts . T h e re fo re , app ly ing  th e  s ta tu te  to  sand and grave l 

re q u ire s  analysis o f  20-30 d iffe re n t item s instead o f  one. In th e  past 30 years I have been 

invo lved  in th re e  aud its  w h ich  inc luded  1-3 years o f  tax  re tu rn s  each. Each a u d it w as hand led  

d if fe re n tly  th a n  th e  p rev ious  and fin a l d isp o s itio n s  w e re  s e tt le m e n t a g reem en ts  w ith  no real 

gu idance  fo r  fu tu re  re tu rn  filings. The m a jo r p o in ts  o f  c o n te n tio n  are a lw ays " fa ir  m a rke t va lu e " 

and "o rd in a ry  tre a tm e n t p rocess" and va lue  o f  sand and grave l used in te rn a lly . The s ta tu te  

con ta ins  d e fin it io n s  o f  each, b u t each is d if f ic u lt  to  app ly  to  sand and grave l o p e ra to rs . For 

ins tance , o p e ra to rs  in v e rtic a lly  in te g ra te d  com pan ies  (typ ica lly  supp lie rs) have ve ry  d iffe re n t 

processes fro m  o p e ra to rs  w h o  are genera l co n tra c to rs . AS&G is a v e rtic a lly  in te g ra te d  com pany 

(supp lie r) w h ich  sells a p p ro x im a te ly  70%  o f  its m ined  p ro d u c t to  th ird  p a rties  and uses 30% 

in te rn a lly . M in in g  o p e ra to rs  w h o  are genera l c o n tra c to rs  sell a p p ro x im a te ly  30% o f  th e ir  m ined  

p ro d u c t to  th ird  p a rties  and use 70% in te rn a lly  ( fo r  aspha lt, road beds, bu ild in g  pads, e tc.). 

S upp lie rs ' in te rn a l sales w o u ld  inc lude  aggregates fo r  aspha lt, ready m ix  concre te , co ncre te  

b lock, sacked goods, etc.

•  In c o n s is te n t a p p lic a tio n  o f  ta x  and N o "m a rk e t p r ic e "  fo r  sand and  g ra ve l. The s ta tu te  requ ires 

in te rn a l sales to  be va lued  a t " fa ir  m a rke t va lue  a fte r  th e y  have been sub jec ted  to  o rd in a ry  

tre a tm e n t processes". U n like  go ld , s ilve r, lead, zinc, e tc., th e re  is no exchange o r  co m m o d itie s  

boa rd  one  can go to  and g e t th e  "m a rk e t o r  fie ld  p rice " fo r  sand and grave l. So w h e n  

d e te rm in in g  th e  va lue  to  be used fo r  in te rn a l use o f  sand and grave l a u d ito rs  ge n e ra lly  re ly  on 

th e  average sales price  by p ro d u c t to  th ird  pa rties . This app roach  does n o t take  in to  accoun t bid 

p rices fo r  large q u a n titie s , high prices fo r  hard to  m ake specs o r  s im p le  va lue  added fo r  

a d d itio n a l hand ling . These prices are d e te rm in e d  on a p ro d u c t by p ro d u c t basis fro m  one 

p ro d u c e r to  a n o th e r, so th e  a m o u n t o f  ta x  paid by one  p ro d u ce r can va ry  g re a tly  fro m  a n o th e r



on exac tly  th e  sam e p ro d u c t. T h e re fo re , fa ir  a p p lica tio n  o f  th e  ta x  is n o t co n s is te n t fro m  one 

ta xp a ye r to  th e  next.

•  B u rd e n so m e . A g re a t deal o f  tim e  is re q u ire d  to  g a th e r and gene ra te  th e  necessary in fo rm a tio n  

fo r  f il in g  a ta x  re tu rn . The c u rre n t th in k in g  a t th e  D e p a rtm e n t o f  Revenue A u d it in g  D iv is ion is 

th a t " fa ir  m a rk e t p rice " shou ld  be d e te rm in e d  on a p ro d u c t by p ro d u c t basis. AS&G c u rre n tly  

m akes and in ve n to rie s  b e tw e e n  20-30 aggregate  p roducts , so g a th e r in g  in fo rm a tio n  is ve ry  tim e  

consum ing . In a d d itio n , i f  a u d ite d  th e  t im e  re q u ire m e n t and expense g row s  s ig n ifica n tly . O ur 

last a u d it fo r  tax  years 2005 -2006  to o k  a lm os t 18 m o n th s  and costs to  AS&G in t im e  and 

a tto rn e y  expenses w e re  w e ll o ve r $50 ,000 .00  ju s t co m p ly in g  w ith  requests  fo r  in fo rm a tio n  and 

m eetings.

•  N o n -p ro d u c tiv e  ta x . It is m y b e lie f th a t th e  a m o u n t o f  taxes co llec ted  fro m  sand and grave l 

p roduce rs  is in s ig n ifica n t com pared  to  th e  cost to  th e  s ta te . D uring  p rev ious  aud its  th ro u g h  

d iscove ry  i t  was d e te rm in e d  th a t th e  s ta te  had co llec ted  s lig h tly  m ore  th a n  $200 ,000  in m in ing  

taxes and AS&G accoun ted  fo r  a p p ro x im a te ly  50% o f  th is . I can o n ly  assum e th a t a u d it costs are 

g re a te r th a n  revenue .

In sum m ary , a m b ig u ity  as it pe rta in s  to  sand and grave l, in co n s is ten t a p p lica tio n  o f  tax, no m arke ts  o r  

indexes fo r  sand and grave l, b u rdensom e  and t im e  consum ing  to  co m p ly  and n o n -p ro d u c tiv e  ta x  are 

reasons w h y  sand and grave l shou ld  be e xem p ted  fro m  the  M in in g  License Tax s ta tu te . G o ve rn m e n t 

(loca l, s ta te  and fe d e ra l) is th e  end cu s to m e r fo r  th e  m a jo r ity  o f  o u r p ro d u c ts  and u ltim a te ly  pays th is  

ta x  and o u r expense. I e s tim a te  th a t b e tw e e n  60 to  75% o f aggregates p roduced  by AS&G are used 

pub lic  o r  g o ve rn m e n ta l p ro jec ts . An e x e m p tio n  fro m  th is  ta x  fo r  sand and grave l p roduce rs  should  

re f le c t lo w e r costs o f  m a te ria ls  to  c o n s tru c tio n  p ro jec ts . It w ill n o t be re ad ily  id e n tif ia b le  due to  the  

c o m p e tit iv e  n a tu re  o f  th e  c o n s tru c tio n  in d u s try , b u t costs o f  c o n s tru c tio n  m a te ria ls  shou ld  be low e r.

R espectfu lly ,

Ben D. S im m ons 

V.P. C o n tro lle r
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Sen ate  R e so u rce s  C o m m itte e

R e : S B  1 7 6 :  E x e m p tio n s from  M in in g  T a x  / C o m p a n io n  H o u se B ill  2 9 8  

D e a r Sen ator,

T h a n k  y o u  fo r g iv in g  m e the opportunity to address y o u  re gard in g  

Sen ate B ill  1 7 6 .  M y  n am e is  W e s  V a n d e r  M artin ; I am  the V ic e  

P resid en t/G en eral M a n a g e r  o f  A n c h o ra g e  Sa n d  &  G ra v e l w h e re  I h a ve  

w o rk e d  fo r the p ast 2 0  ye a rs. A n c h o ra g e  Sa n d  &  G ra v e l is a v e rtic a lly  

integrated co m p a n y that m ines and sales sand and g ra v e l related p rodu cts, 

su ch  as concrete, asph alt agg re ga te s, b lo ck , p re ca st con crete, cem ent, and a 

host o f  other co n stru ction  related p rod u cts and activities. A S & G  h as been  

in d o in g  b u sin ess in A la s k a  sin ce 1 9 3 8 .  O u r p rod u cts are u sed  on a w id e  

v a rie ty  p rojects in the greater A n c h o ra g e  area and o v e r  the w h o le  state from  

residen tial to M ilita ry  and State D O T  p rojects.

A S & G  is in fa v o r  o f  the p a ssa g e  o f  Sen ate B ill  1 7 6  that w o u ld  exem p t  

the ta x  on in com e, related  to the m in in g  o f  sand, g ra v e l, q u arry  ro ck , and  

other m arketable earth p rod u cts, fo r the fo llo w in g  reasons.

1 st -  T h e  am ount o f  reven u e that the State is re c e iv in g  from  co lle ctin g  this 

ta x  is less than, o r at best equal to, w h a t it is co stin g  the state to co lle ct it.

T h e re fo re  it is a neutral ta x  at best. A c c o r d in g  to in form ation  reported, the 

State  o n ly  re ce iv e d  abou t $ 2 0 0 ,0 0 0  in ta x  reven u e in 2 0 1 0 ,  from  all the 

nu m erou s sand &  g ra v e l p rod u cers. T h e  state o v e r the ye a rs  has p erfo rm ed  

m a n y  audits, som e in d ivid u al audits lastin g m ore than 2  y e a rs  to com plete.

T h is  h as cau se  a great strain on the states auditing departm ent w ith  little 

results to sh o w  fo r it.

2nd - T h e  ta x  is b urden som e. A  great deal o f  tim e is requ ired  to gath er and  

generate the n e ce ssa ry  in form ation  fo r filin g  a ta x  return. T h e  current 

th in kin g o f  the departm ent o f  reven u e auditing d ivisio n  is that “ fa ir m arket 

p ric e ”  should be determ ined on e ach  p rod u ct to help calcu late  reven u e. In  

A S & G  case  w e  m ak e o v e r  2 0 - 3 0  d ifferen t sand and g ra v e l p rod u cts, so 

gath erin g in form ation  is v e r y  tim e co n su m in g. I f  w e  are audited the tim e

“Servinp Alaska sinre 1938” RF.O and AA F.mnlover

http://www.anchsand.com


A N C H O R A G E  S A N D  a n d  G R A V E L  C O . ,  I N C .
1040 O’Malley Road • Anchorage, Alaska 99515 • (907) 349-3333 • FAX (907) 344-2844 • www.anchsand.com

requ irem en t and e x p en se g ro w s sig n ifica n tly . O u r last audit took alm o st 1 8  

m onth and co st A S & G  in tim e and attorney fee s w ill  o ve r $ 5 0 ,0 0 0  ju st  

c o m p ly in g  w ith  request fo r in form ation  and m eetin gs.

3 rd -  T h e  m in in g  tax, as it relates to sand and g ra v e l, is v e r y  a m b igu o u s and  

incon sisten t. A s  I h a ve  a lread y m en tion ed A S & G  fo r e x am p le  is required to 

try  and figu re  out w h a t the “ fa ir m arket v a lu e ”  is fo r 2 0  to 3 0  different  

p rod u cts. O th er m in in g  operations su ch  as go ld , silve r, zin c, or co al fo r  

e x a m p le  are in d exed , and the va lu e s are w e ll k n o w n  and e a sily  traceable.

T h is  is not the ca se  fo r sand and g ra ve l. T h e  va rio u s g ra v e l prod u cers in the 

state h a ve  v e r y  d ifferen t p ro ce sses and m arkets, thus m a k in g  it d ifficu lt to 

determ ine a “ fa ir m ark et p ric e ” . F o r  e x am p le  A S & G  is strictly  a supplier o f  

m aterials, w e re  other prod u cers lean m ore to w ard s constru ction  and use their 

p ro d u cts on their o w n  p ro je cts?  D e fin in g  a “ fair m arket v a lu e ”  that is fair  

and e a s y  to determ ined is at the root o f  the problem . T h is  is w h at the 

auditors and p rod u cers stru ggle  w ith , thus m a k in g  the ap p licatio n  o f  the ta x  

in con sisten t acro ss the b oard. T h e  am ount o f  ta x  p aid  b y  one p rod u cer can  

v a r y  g re a tly  from  another eve n  on e x a c tly  the sam e product.

4 th -  G o ve rn m e n ts (lo ca l, state, and fed eral) are the end cu sto m er fo r a 

m a jo rity  o f  our prod u cts, and are u ltim ately the ones p a y in g  fo r this tax, 

b e ca u se  the p ro d u cers are ju s t  p a ssin g  on the costs. A S & G  sells about 6 5 %  

o f  their p rod u cts to g o vern m en t p rojects. It seem s to m e that the 

g o ve rn m e n t is re a lly  ju s t  ad din g u n n e ce ssa ry  co st to their o w n  projects.

In  su m m ary, this is a n on p ro d u ctive tax, it is bu rd en som e and tim e  

co n su m in g  fo r both the p rod u cers and the state auditing departm ent, and it is 

in con sisten t b e ca u se  there are no m arkets or in dexes fo r sand and gra ve l.

F o r  these reason s sand and g ra v e l should be exem p ted  fro m  the M in in g  

L ic e n s e  T a x  statute.

T h a n k  Y o u ,

W e s  V a n d e r  M artin

V i c e  P resid en t/G en eral M a n a g e r

http://www.anchsand.com


February 10, 2012

Dear Senator Paskvan:

A s President o f  one o f  A laska’ s large, road construction companies that must com ply with the 
M ining License Tax, I am informing you that Senate Bill 176: Exemptions from Mining Tax, 
has m y full support, and I encourage you to vote for its passage.

Colaska, Inc. operates as an integrated construction business that owns and leases multiple sand 
and gravel pits throughout Alaska. Our activities include extracting sand &  gravel and 
processing these extracts into different marketable products. These products are either sold 
externally to third-party customers or utilized internally in m aking redi-mix concrete, asphalt hot 
m ix, or on road construction projects, the m ajority o f  which are public works projects.

W e are currently being audited by  the State o f  Alaska, Department o f  Revenue (DOR) for two 
years o f  our mining tax returns. The audit process started more than a year ago and is now just 
com ing towards an end. It has been difficult for the D O R  to apply the mining tax law  as it 
currently exists to a company like ours that performs integrated activities. To  date w e have spent 
w ell in excess o f  a combined 800 hours in our organization com plying with the audit and 
responding to audit requests. This is in addition to the hours and costs expended b y the D O R  on 
this audit with a minimal revenue result.

A t a time when w e are trying to encourage business and growth in our great State o f  Alaska, I 
believe there are much better places to spend our time and energy than trying to resurrect a 
“ make w ork”  program that probably does not cover its own costs.

Please vote for Senate Bill 176.

Sincerely,

C O L A S K A , INC.

Ben A . Northey, C P C  
President

Colaska, Inc. • 4000 O ld Seward H ighw ay • Suite 101 • Anchorage A K  99503 
(907) 273-1000 phone • (907) 273-1099 fax



4000 Old Seward Hwy., Suite 101 
Anchorage, Alaska 99503 

T e l: (907)273-1000
Fax: (907)273-1099

www.colaska.com

February 10, 2012

Reference: Exem ptions fro m  M in ing  License Tax -  SB176

I believe the  M in ing  License Tax law places an undue hardship and burden on all sand and gravel 
operations.

Colaska, Inc. owns and leases many sand and gravel pits th roughou t Alaska. W e extract sand & gravel 
and process these extracts in to  d iffe re n t m arketable products. These products are e ith e r sold 
externally to  th ird -p a rty  custom ers o r utilized in te rna lly  in m aking red i-m ix concrete, asphalt ho t m ix, or 
on ou r road construction  projects, the  m a jo rity  o f which are public w orks projects.

We have some opera tions th a t are considered 'm in ing ac tiv ities ' and others th a t are not. The tim e  we 
have spent to  prepare and create the m ining income tax re tu rn  is m ore tim e than we have spent to 
prepare our corpora te  incom e tax re tu rn  fo r the IRS and the  State o f Alaska. The end resu lt is th a t it  w ill 
add to  the  cost o f all construction .

As the Vice President o f  O perations o f a com pany th a t m ust com ply w ith  the M in ing License Tax, I w ho le  
hea rted ly  su p p o rt Senate Bill 176 to  exem pt sand and grave l and m arke tab le  ea rth  m in ing  
opera tions. M y support comes from  d irect experience in the cost and e ffo rts  to  com ply w ith  the 
curren t law  w hich by fa r exceed the tax revenue generated from  it.

Yours tru ly ,

COLASKA, INC.

A/ice President, O perations
4000 Old Seward Highway, Suite 101
Anchorage, Alaska 99503

http://www.colaska.com


A S S O C I A T E D  G E N E R A L  C O N T R A C T O R S  o f A L A S K A

8005 Schoon Street • Anchorage, Alaska 99518 
Telephone (907) 561-5354 • Fax (907) 562-6118

3750 Bonita Street • Fairbanks, Alaska 99706 
Telephone (907) 452-1809 • Fax (907) 456-8599

February 10, 2012

Senator Joe Paskvan 
Co Chair Senate Resource Committee 
State Capitol, Room 115 
Juneau, AK 99801-1182

Re: SB 176

On behalf of the Associated General Contractors of Alaska, a construction trade 
association of over 650 business members, representing the majority of the 
construction industry in Alaska, thank you for hearing SB 176.

Working with our affected companies last spring, we realized that the present 
mining license tax structure was poorly applied to aggregate production in the 
construction industry. Last summer we approached the Department of Revenue 
about the problems with the present tax as it applies to quarry rock and sand and 
gravel operations in Alaska and how the present requirements could be simplified. 
After researching the issue it was recommended that the simple solution was to 
exempt quarry rock and sand and gravel operations requirements.

This has been a cooperative effort between industry and the administration. We 
quickly recognized that this was a true nuisance tax. For the State, it is a lot of 
effort to administer. For the construction industry, it is very complicated to 
calculate and even more complicated to audit, for relatively little revenue to the 
state and many times more expense to industry. When you consider that the 
majority of the mined and processed product goes into public works projects, 
government is paying most of the associated costs and the tax, at the expense of 
our projects.

Thank you again for your consideration and support for SB 176 and this exemption 
for the aggregate business from the mining license tax.

Sincerely,

Executive Director
Associated General Contractors of Alaska



Contractors
F A I R B A I V K S - A I / A S K A

PO Box 80688 
Fairbanks, AK. 99708

Telephone (907) 488-5983 
Fax (907) 488-9830

February 10, 2012 

To: Senator Joe Paskvan 

Re. HB298 M ining Tax 

Senator Paskvan:

Our companies are engaged in construction o f  roads, and building sites locally  around 
Fairbanks utilizing our owned gravel sources.
W e have been reporting and paying the mining tax.
N ovem ber 24,2009 the State o f  A laska  Department o f  Revenue requested and audit o f  
our records. A  request for extension by the Department o f  Revenue was received July, 
2 0 11. O ver 2 years have passed without resolution.

This process is costly and burdensome:
1. The rules are not clearly defined leaving determination o f  the rules open to 

interpretation.
2. The audit process is time consuming, burdensome, frustration and costly for 

companies to comply. Records are voluminous and have to be transferred b y mail. 
It is as i f  w e are in a  legal suit rather than regulation compliance.

M ost o f  H  C  Contractors w ork is public work. This w ill only increase the cost o f  doing 
w ork on those contracts. The extra cost w ill be added to the contracts so the government 
dollars w ill pay the tax back to the government through the increase. This is a  futile 
process.

The m ining tax on local gravel sources needs to be repealed. These are not mineral 
resources. This w ill save m oney for all o f  us.
Thank you.

Sincerely,

W illiam  Hoople
President, H C  Contractors, Inc.



SAMUEL P. TROTZKE, CPA
664 Feliz St. :

North Pole, AK 99705 
■ {907) 488-4967

January 30, 2012

State o f Alaska 
Honorable Legislators 
Juneau, Alaska

Sent via email   _

RU: House Bill 298 

Dear Honorable Legislators:

I would like to express my support for House Bill 298, in the Legislature o f  .the State o f  Alaska, Twenty- 

Seventh Legislature -  Second Session,

The above referenced House Bill, as introduced on January 25, 2012, would exempt sand and gravel mines 

from the requirement to calculate and pay the annual mining license tax. I am supportive o f removing the 

requirement that sand and gravel mines be subject to the mining license tax as the law currently reads.

Current statutes and regulations arc vague and difficult to understand. I have had many conversations with 

State of Alaska employees at the Department o f Revenue regarding this tax. It is my belief that each 

person reading the regulations could reasonably draw different conclusions with respect to similar fact 

patterns making the calculations of the tax difficu lt and expensive for the mining operations,

Please vote in favor o f removing this burdensome lax requirement from aand: and gravel operators as the 

costs o f preparing, reviewing and filing the mining tax returns are greater than the benefits derived from the 

tax for both the operators and the State of Alaska.

: Thank you for your kind attention to this matter. Please feel free to contact me should you have further

questions,

Respectfully,

Sam 1 rotzKe



Brflce

301 Cushman St., Ste 200 
P.O. Box 70668
Fairbanks, Alaska 99707 
907/452-2512
907/452-5018 (fax) 
samrobert@briceinc.com

February 14th, 2012

Ref: Senate Bill No. 176: Exemptions From Mining Tax

Dear Senate Resource Committee Members:

Thank you for your support of SB 176. This bill will remove a burdensome tax to the benefit of the 
citizens of Alaska.

Brice Companies are based in Fairbanks, AK and include Browns Hill Quarry located on Badger 
Road between North Pole and Fairbanks. Browns Hill Quarry provides quarry rock and sand and 
gravel products for sale to the public as well as a majority of the public works projects in the area 
for roads, driveways, erosion control and landscaping. In the recent past, we have had to comply 
with an onerous audit of the Mining License Tax by the Department of Revenue (DOR). This audit 
required us to spend a significant amount of additional time with our staff and the hiring of an 
outside CPA firm over a two year period to finalize our response. The cost of this audit by the DOR 
to our company was significant and does not correlate with the amount of tax revenue generated. 
Our Mining License payments during the 2 year audit would not have covered the costs of the DOR 
auditors to the State for the hours of effort expended.

All of the quarry rock, sand and gravel products we mine at Browns Hill Quarry stay in Alaska. 
Costs to prepare and pay the Mining License Tax and audit expenses are passed on to our 
customers, Alaskans.

Thank you for your time and support of this bill.

Sincerely,

Sam Robert Brice, President 
Brice Incorporated

Construction • Environmental • Equipment Rental • Marine • Quarry

mailto:samrobert@briceinc.com



