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HOUSE BILL NO. 253
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-NINTH LEGISLATURE - SECOND SESSION
BY THE HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced: 1/19/16
Referred:

A BILL
FOR AN ACT ENTITLED
"An Act requiring the electronic filing of a tax return or report with the Department of
Revenue; establishing a civil penalty for failure to electronically file a return or report;
relating to exemptions from the mining license tax; relating to the mining license tax
rate; relating to mining license application, renewal, and fees; and providing for an

effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.05.220 is amended to add a new subsection to read:

(f) A penalty of $25 or one percent of the total tax before any payment,
whichever is greater, shall be assessed against a taxpayer that fails to electronically
submit a return or report under AS 43.05.222, unless the taxpayer has received an
exemption under AS 43.05.222 or can show reasonable cause.

* Sec. 2. AS 43.05 is amended by adding a new section to read:

Sec. 43.05.222. Electronic submission of return or report. (a) A taxpayer
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required to submit a return or report for a tax levied under AS 43 or any other tax
administered by the department shall submit the return or report electronically in a
format prescribed by the department. Unless the taxpayer has received an exemption
under (b) of this section or can show reasonable cause, a return or report not submitted
electronically is subject to a civil penalty under AS 43.05.220.

(b) A taxpayer may request an exemption from the requirement that a return or
report be submitted electronically. The taxpayer or taxpayer's representative shall
contact the department and request the exemption before the return or report is due
and shall submit evidence that the taxpayer does not have the capability to submit the
return or report electronically. An exemption granted under this subsection is valid for
two years after the first tax filing due date after the exemption is granted; after the two

year period, the taxpayer may apply for another exemption.

* Sec. 3. AS 43.65.010(a) is amended to read:

(a) A person prosecuting or attempting to prosecute, or engaging in the
business of 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.]

* Sec. 4. AS 43.65.010(c) is amended to read:

(c) The license tax on mining is as follows: upon the net income of the
taxpayer from the property in the state, computed with allowable depletion, plus
royalty received in connection with mining property in the state
over $40,000 and not over $50,000 ............c.......... 3 percent
over $50,000 and not over $100,000 ................... $1,500 plus

5 percent of the excess over $50,000
OVET $100,000 .o eeeeeeeeeeeens $4,000 plus
9 [7] percent of the excess over $100,000.

* Sec. 5. AS 43.65.020(d) is amended to read:

(d) [A TAXPAYER'S RETURN SHALL BE MADE TO THE
DEPARTMENT AT JUNEAU]. A taxpayer shall make a return either on a calendar

year or fiscal year basis, in conformance with the basis used in making the taxpayer's
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return for federal income tax purposes.
* Sec. 6. AS 43.65.030 is amended to read:
Sec. 43.65.030. Application, renewal, and fees [FOR RENEWALS]. The

fee for a mining license is $50. Application for renewal of a mining license shall be

made before January 1 [MAY 1] of each year. The fee for a renewal is $50.
* Sec. 7. AS 27.30.030(b)(2); AS 43.65.010(b), and 43.65.060(4) are repealed.
* Sec. 8. The uncodified law of the State of Alaska is amended by adding a new section to

read:

APPLICABILITY. (a) AS 43.65.010(a), as amended by sec. 3 of this Act, applies to
all mining operations in which production has begun on or after the effective date of this Act.

(b) AS 43.65.010(c), as amended by sec. 4 of this Act, applies to net income of the
taxpayer from the property in the state during a taxable year that begins on or after the
effective date of sec. 4 of this Act.

* Sec. 9. The uncodified law of the State of Alaska is amended by adding a new section to
read:

TRANSITION. In administering the application of the exploration incentive credit
under AS 27.30, AS 27.30.030(b)(2), as that subsection read on June 30, 2016, applies to an
accounting under AS 27.30.030(b) for a person who began mining production before the
effective date of this Act.

* Sec. 10. The uncodified law of the State of Alaska is amended by adding a new section to
read:

TRANSITION: REGULATIONS. The Department of Revenue may adopt regulations
necessary to implement the changes made by this Act. The regulations take effect under
AS 44.62 (Administrative Procedure Act), but not before the effective date of the law
implemented by the regulation.

* Sec. 11. Section 10 of this Act takes effect immediately under AS 01.10.070(c).
* Sec. 12. Except as provided in sec. 11 of this Act, this Act takes effect July 1, 2016.
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Governor Bill Walker Governor@Alaska. Gov
STATE OF ALASKA
January 15, 2016

The Honorable Mike Chenault
Speaker of the House

Alaska State Legislature

State Capitol, Room 208
Juneau, AK 99801-1182

Dear Speaker Chenault:

Under the authortity of Article III, Section 18 of the Alaska Constitution, I am transmitting a bill
relating to exemptions from the mining license tax; relating to the mining license tax rate; and
relating to mining license application, renewal, and fees.

The bill would increase the mining license tax rate from seven petcent to nine percent for a portion
of net income in excess of $100,000. The new tax rate would apply the first taxable year (which may
be a fiscal year or a calendar year) beginning after the effective date of the bill. This legislation is
expected to generate addition revenue of approximately $6,000,000 annually.

The bill would also repeal the exemption from paying the mining license tax that currently applies to
operations for three and one-half years after production begins. References to the exemption in
related statutes also would be repealed. The bill would provide for the exemption to continue to
apply to mining operations if production begins before July 1, 2016.

To increase administrative efficiency for the Department of Revenue and state taxpayers, the bill
would require the electronic submission of tax returns with an exemption available upon request.
"The bill would also establish an application fee of §50 for a mining license application and for each
annual renewal.

The bill is an integral component of the New Sustainable Alaska Plan to provide a balanced and
sustainable budget for Alaska’s long-term fiscal stability.

I urge your prompt and favorable action on this measure.
Sincerely,

Bill Walker
Governor

Enclosure




THE STATE Department of Revenue

Of TAX DIVISION
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333 Willoughby Ave, 11t Floor

Juneau, AK 00801
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Sectional Analysis, HB 253
Mining License Tax Bill
January 22, 2016

Sec. 1. Addsa $25 or 1% tax penalty for failure to file electronically unless an exemption is
received by the taxpayer.

Sec. 2. Requires electronic submission of tax returns, license applications, and other
documents submitted to the Department of Revenue. This changes the general tax statutes,
AS 43.05, and will apply to all tax types administered by the department. Provides a process
to request an exemption if a taxpayer does not have the technological capability to do so.

Sec. 3. Removes the 3 % year exemption for new mining operations until after production
begins from the mining tax. Instead, any persons engaged in the business of mining in the
state will need to obtain a license and file an annual mining license tax return.

Sec. 4. Increases the highest tax rate from 7% to 9% for net taxable income in excess of
$100,000. The other tax rates remain the same. For net income over $100,000 the tax is
$4,000 plus 9% of the amount in excess of $100,000.

Sec. 5. Conforming language related to the requirement to submit returns or reports
electronically. This section deletes the requirement for taxpayers to submit their returns to
the department in Juneau.

Sec. 6. Establishes a mining license fee of $50 per year, a license renewal fee of $50 per year,
and changes the due date for applications and renewals from May 1 to January 1.

Sec. 7. Conforming language related to the repeal of the 3 % year tax exemptions for new
mining operations. Repeals AS 27.30.030(b)(2), AS 43.65.010(b), and AS 43.65.060(4).

Sec. 8. Applicability language to clarify that the change in Sec. 3 applies to all new mining
operations in which production has begun on or after the effective date.

Sec. 9. Transition language so that the language repealed in Sec. 7 should be read as it was
before the effective date while administering a certain tax credit for a person who began a
mining operation before the effective date.

Sec. 10. Transitional language allowing for regulations
Sec. 11. Section 10 above takes effect immediately.

Sec. 12. Effective date of 7/1/16 for the rest of the bill including the tax rate change.
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Fiscal Note

Bill Version: HB 253
Fiscal Note Number: 1
(H) Publish Date: 1/19/2016

Identifier: DOR-TAX-01-13-16 Department: Department of Revenue

Title: ELCTRNC TAX RETURN;MINING LIC. TAX & Appropriation: Taxation and Treasury
FEES Allocation: Tax Division

Sponsor:  RLS BY REQUEST OF THE GOVERNOR OMB Component Number: 2476

Requester: Governor

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.

(Thousands of Dollars)

Included in
FY2017 Governor's
Appropriation FY2017 Out-Year Cost Estimates
Requested Request
OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants & Benefits
Miscellaneous
Total Operating 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Fund Source (Operating Only)
None
Total 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Positions
Full-time
Part-time
Temporary
[Change in Revenues | | 5,900.0 6,700.0] 6,600.0] 6,700.0 | 5,800.0
Estimated SUPPLEMENTAL (FY2016) cost: 100.0 (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)
Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)
ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No
If yes, by what date are the regulations to be adopted, amended or repealed?
Why this fiscal note differs from previous version:
| Not applicable, initial version.
Prepared By: Brandon Spanos Phone: (907)269-6736
Division: Tax Date: 01/13/2016 12:00 PM
Approved By: Jerry Burnett Date: 01/13/16
Agency: Deputy Commissioner, DOR

Printed 1/19/2016
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HB 253 - Fiscal Note 1
FISCAL NOTE ANALYSIS

STATE OF ALASKA
2016 LEGISLATIVE SESSION

Analysis

Bill Analysis

Alaska levies a mining tax on mining net income and royalties received in connection with mining properties and activities in
Alaska. The department collects mining license taxes primarily from businesses engaged in coal and hard rock mining.
Mining licensees file annual tax returns. These vary by time of year as mining businesses may file based on their own fiscal
year. Payment of tax is due before the first day of the fifth month after the close of the tax year. For calendar year filers,
payment is due on April 30.

The mining license tax dates back to 1913 and the legislature has restructured it several times over the years. The original
mining license tax was 0.5% of net income from mining of more than $5,000. There was no tax on net income less than
$5,000. There were numerous changes made between 1915 and 1953 to the tax rates and the tax-free net income base. In
1951, the legislature authorized a 3 % year exemption for new mining operations. The rate structure as it exists today was
adopted in 1955.

The primary change in this legislation would be to increase the highest tax rate from 7% to 9% of the excess of net taxable
income over $100,000 and to remove the exemption from paying tax for 3 % years after production begins for new mining
operations. The bill also adds an annual $50 mining license fee. This parallels the existing cost of a business license in Alaska;
mining operators are currently not required to have a business license.

The other major change is to require electronic tax filing. With the implementation of the Tax Revenue Management
System, DOR has a much more advanced, integrated tax database with a strong online portal and robust reporting
functions. Paper tax filings require a laborious process of scanning and manual data entry, and the department is working to
transition away from this system. To this end, each of the several revenue bills being introduced contains language in the
general revenue statutes to require electronic submission unless the taxpayer does not have the technological capability to
do so.

Revenue Impact

The majority of mining license taxpayers file their returns on a calendar year basis. Nearly all of the taxpayers paying the top
rate of tax won't be subject to the tax until FY18. Therefore, we are projecting no change in revenues prior to FY18. Mining
commodity prices are falling. Since mining taxes are based on income, the falling prices will effect tax revenues. DOR
estimates that increasing the top tier tax rate from 7% to 9% will generate additional revenue of approximately $5.9 million
in FY18.

Implementation Cost

This legislation will require the Department of Revenue to update its Tax Revenue Management System (TRMS) and
Revenue Online (ROL) which allows a taxpayer to file a return online. The update would consist of reprogramming both
systems including a new account for the proposed license fee, updating the return rules in TRMS and testing both systems
thoroughly to verify that they function as expected. We would also need to update the current tax return forms.

The supplemental fiscal note figure of $100.0 in FY16 is slightly higher than some of the costs we've attached to other excise
and business tax legislation; this is because of the added need to program the system to accept and account for the
proposed license fee. The supplemental will cover the costs of having our contractor update the two systems. We do not
anticipate any continuing costs or additional staff needs. After the implementation of the changes, this legislation would not
cause any additional administrative burden on the Tax Division.

(Revised 9/9/15 OMB/LFD) Page 2 of 2
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‘ Mining License Tax lacrease

“An Act requiring the electronic filing of a tax return or
report with the Department of Revenue; establishing a
civil penalty for failure to electronically file a return or
report; relating to exemptions from the mining license
tax; relating to the mining license tax rate; relating to
mining license application, renewal, and fees; and
providing for an effective date.”



‘Mi@i@g Tax History

* Began in 1913; restructured several times

 Original mining license tax was 0.5% tax on mining net
income over $5,000

 Collected on both net income from mining
operations and from mining-related royalties

* Primarily from businesses engaged in coal and
hard-rock mining



Mining Tax Histoty (Continued)

* Numerous changes between 1915 and 1953 to the tax rates
and the tax-free net income base

* In 1951, adopted 3 2 year exemption for new mining
operations

e Current tax structure since 1955:

Mining Net Income Tax Rate
$0-$40,000 No Tax
$40,001-$50,000 $1,200 plus 3% over $40,000
$50,001-$100,000 $1,500 plus 5% over $50,000
Over $100,000 $4,000 plus 7% over

$100,000




Large mining projects in Alaska

Bannox

Red Dog

Chuitna
Livengood

operating
permitting
pre-permitting




| Mines in Alaska

» Alaska has five large hard rock mines and
one coal mine

« 200 small placer mines who, combined,

have an economic impact that is similar
to one large mine



\Mi@i@g Tax Proposal

* Increases tax rate on highest bracket (net income
greater than $100,000) from 7% to 9%

* Removes 3 2 year exemption

* Requires electronic filing
* Provides exemption process

* Adds an application and renewal fee for tax license
* Substitute for business license; same rate



‘ Relative Mining Tax Rate

* Most other state mining taxes are based on
value or tonnage, not net income.

« Examples from other states:

* Wyoming tax on value varies by resource:
2% on sand and gravel, 7% on surface coal

» South Dakota: 10% on profits or royalties;
$4 per ounce of gold

* Wisconsin: 3% to 15% progressive tax on net
mining proceeds

* Colorado: 2.25% of gross income exceeding
$19 million



Impacts of Tax Proposal

* For large and profitable mines:

* Most income falls above $100,000, so effective
tax rate goes up from 7% to 9%

* In 2014, 13 entities paid at this level

e For small mining operations:
* Little or no effect from tax rate change

* However, removing 3 2z year exemption may
deter some future mines



‘Revezwe Impact

* Dept. of Revenue estimates that increasing
the mining tax rate will raise an additional
$6 million per year starting in FY 2018

 Because this is an annual tax, we don’t receive
revenue until after the first full year after the
7/1/16 effective date

* Dept. of Revenue estimates license fee and

renewal fee of $50 per year will raise an
additional $25,000 per year

* Does not account for any changes in mining
activity

10



|I@pleme@ta tion Cost

* Dept. of Revenue must update:

 Tax Revenue Management System (TRMS)

 Revenue Online (ROL) which allows a taxpayer to file a
return online

« Tax return forms

« One-time implementation cost of $100,000 to
recreate tax forms and reprogram and test the tax
system to accommodate the rate changes

* No additional costs to administer the tax program

11



| Closing the Budget Gap

(Millions)
FY16 Budget $ 5,200

FY17 Baseline Revenue (after proposed legislation)
AK Permanent Fund Protection Act (annual draw) $ 3,300

Revenue from existing taxes and fees $ 850

Earnings on Savings $ 135
$ 4,285

FY17 Spending Reductions

Continue Cuts $ 140

Reform O&G Tax Credits $ 400

Net Priority Investments ($__ 40)

$ 500

12



| Closing the Budget Gap (Continued)

New Revenue Components (estimated)
Mining (starting in FY 2018)

Fishing

Tourism

Motor Fuel

Alcohol

Tobacco

Oil and Gas

Income Tax (half in FY17; first full year is FY18)

Total with reductions and new revenue

(Millions)

$

6
18
15
49
40
29

100
200

$
$
$
$
$
$
$
$
$

457

5,242

13



. Sectional Analysis

Sec.1. Adds a $25 or 1% tax penalty for failure to file electronically
unless an exemption is received by the taxpayer.

Sec. 2. Requires electronic submission of tax returns, license
applications, and other documents submitted to the Department of
Revenue. This changes the general tax statutes, AS 43.05, and will
apply to all tax types administered by the department. Provides a

process to request an exemption if a taxpayer does not have the
technological capability to do so.

Sec.3. Removes the 3 2 year exemption for new mining operations
until after production begins from the mining tax. Instead, any persons
engaged in the business of mining in the state will need to obtain a
license and file an annual mining license tax return.

14



Sectional Analysis (Continued)

Sec. 4. Increases the highest tax rate from 7% to 9% for net taxable
income in excess of $100,000. The other tax rates remain the same.

For net income over $100,000 the tax is $4,000 plus 9% of the
amount in excess of $100,000.

Sec. 5. Conforming language related to the requirement to submit
returns or reports electronically. This section deletes the

requirement for taxpayers to submit their returns to the department
in Juneau.

Sec. 6. Establishes a mining license fee of $50 per year, a license
renewal fee of $50 per year, and changes the due date for
applications and renewals from May 1 to January 1.

Sec.7. Conforming language related to the repeal of the 3 72 year
tax exemptions for new mining operations. Repeals AS

27.30.030(b)(2), AS 43.65.010(b), and AS 43.65.060(4).

15



| Sectional Analysis (Continued)

Sec. 8. Applicability language to clarify that the change in Sec. 3

applies to all new mining operations in which production has begun
on or after the effective date.

Sec. 9. Transition language so that the language repealed in Sec. 7
should be read as it was before the effective date while

administering a certain tax credit for a person who began a mining
operation before the effective date.

Sec. 10. Transitional language allowing for regulations
Sec. 11. Section 10 above takes effect immediately.

Sec. 12. Effective date of 7/1/16 for the rest of the bill including the
tax rate change.

16
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Contact Information

Jerry Burnett Fred Parady

Deputy Commissioner Deputy Commissioner

Department of Revenue Department of Commerce, Community,
Jerry.Burnett@Alaska.gov Fred.Parady@Alaska.gov

(907) 465-2300 (907) 465-2500




THE STATE Department of Revenue

Of TAX DIVISION
Juneau Office

333 Willoughby Ave, 11t Floor

Juneau, AK 99801
GOVERNOR BILL WALKER Main: 907.465.2320

www.tax.alaska.gov

Tax Forms Electronic Filing Statistics

Over the past two fiscal years, submissions by mail of tax forms and tax returns have decreased.
This decrease has varied substantially among tax types. The table below shows the percentage
of forms filed with the department that were submitted by mail, rather than being submitted
electronically. Electronic submission occurs through either the Department’s web page via the
Revenue Online (ROL) portal, or through Modernized eFile (MeF). MeF is a filing option offered
to corporate income tax (CIT) payers that allows them to electronically file both federal and
state returns, with the IRS remitting Alaskan returns back to the state. MeF filings accounted for
approximately 7% of total corporate income tax filings in 2013, 31% in 2014, and 37% in 2015.
For tax years beginning in 2015, all CIT taxpayers must file electronically according to new
regulations.

These statistics come from the Gentax system. Filing period 2013 may have unavailable or
incomplete data due to the legacy systems not tracking filing statistics. Also, there are still 2015
returns and forms that have yet to be submitted. These statistics do not include tax types that
are currently being integrated into the online tax revenue management system, which include
Fisheries taxes, Charitable Gaming, and Co-op taxes.

% of Paper Filings
Count 2013 Count | 2014 Count | 2015
Alcohol 7 ' 61 88% 761 21% 992 | 9%
'Cigarette and Tobacco ' “N/A N/A | 663 65% | 711 44%
Corporate Income Tax 14,312 92% 16,278 ' 69% 1,172 | 62%
Commercial Passenger Vessel | NA NA| 130 55%| 129 47%
‘Mining - 494 87%| 513 86% | 545  94%
Motor Fuel : : | NAL N/ 2,776 48% | 3,004  32%
'Oil and Gas Production* | 1 0%| 62 0% 743 0%
Tire Fee “ 19 79% 232 65% 279 | 37%
Vehicle Rental Tax a ’ N/A N/A o 426 62% 394 39%

1 Oil and gas filers are required to use electronic filing.




THE STATE Department of Revenue

of COMMISSIONER'S OFFICE
State Office Building

333 Willoughby Avenue, 11" Floor
PO Box 110400

GOVERNOR BILL WALKER Juneau, Alaska 99811-0400
Main: 907.465.2300

Fax: 907.465.2389

February 17, 2016

The Honorable Dave Talerico and the Honorable Benjamin Nageak
Alaska State Representatives

Co-Chairs, House Resources Committee

State Capitol Rooms 104 and 126

Juneau, AK 99801

Dear Co-Chairs Talerico and Nageak:

The purpose of this letter is to provide you with responses to the questions asked of the Department of
Revenue and the Department of Commerce, Community, and Economic Development during our
presentation to the House Resources Committee on February 15, 2016. Please see questions in italics and
our responses immediately below the questions.

1, How long does it take mines to reach profitability so that they have taxable net income?

The profitability of a mine depends not only on its production, but also on external factors such as
commodity prices. Since those prices are volatile, periods of positive or negative “net income” under the
Mining License Tax can occur at any point in the mine’s life. Positive net income is relatively
uncorrelated with the age of the mine.

However, if the question is about how long it takes for an Alaska mine to ramp up production to full
capacity, the answer is not very long. Pogo Mine, for instance, produced about 260,000 ounces of gold in
2007 (its second year of life) and 350,000 ounces in 2008. These numbers are similar to its 2014
production of 342,000 ounces. Similarly, Kensington mine produced about 88,000 ounces in 2011 (its
second year of life), comparable to its 2014 production of 118,000 ounces. The Department of Revenue
cannot disclose confidential information about the net income of specific mines; however, in terms of
production, these two mines were both fully operational well before they reached 3 z-year threshold for
applicability of the Mining License Tax.

2, Why are there 468 Mining License Tax payers if there are only 6 major mines and 200 small
placer mines?

Some payers of the Mining License Tax may not be mining operations per se, but rather individuals or
companies who own land on which mining occurs. These owners earn royalties, which are then subject to
the Mining License Tax. Some mining operations also may have multiple owners.

3 Can expenses used to take the Minerals Exploration Incentive Credit also be rolled forward and
deducted from the Mining License Tax?

No. Exploration costs are not deductible from the Mining License Tax according to 15 AAC 65.125(g).
The Department of Revenue depends on our mining tax audit staff to enforce this provision.

4. What was the name and date of the lawsuit that was settled by adopting the current mining
royalty structure?

Answer is forthcoming.



The Honorable Dave Talerico and the Honorable Benjamin Nageak

February 17, 2016
Page 2

3. Can DOR provide a multi-state comparison of the total government take from the mining

industry?

Answer is forthcoming.

6. Would deferring the Mining License Tax for the first 3 years of production, instead of a tax
exemption, alleviate concerns about incentives at the beginning of a mine’s life but still capture the extra

revenue?

Answer is forthcoming.

7. What are the implications of having a business license, other than the fee? Are these different
[from the implications of a mining license?

Answer is forthcoming,

8. Please estimate Mining License Tax revenue in different commodity price scenarios.

Here are projections of Mining License Tax revenue for the fiscal years between FY 2017 and FY 2020,
based on different gold and zinc prices. The current Department of Revenue projection is highlighted at

the top, while projections under other high-, medium-, and low-price scenarios are below.

Zinc Gold Projected Projected
prices per prices per MLT MLT
ton ounce revenue revenue
(current (9% top
7% top rate)
rate)
$1850 to $1150 ¢o $22 to $24 $29 to $31
$1950 $1250 million million
$2200 $1500 $37 to $42 $48 to $55
million million
$2200 $1200 $26 to $30 $34 to $38
million million
$1900 $1500 $33 to $37 $43 to $48
million million
$1900 $800 $13to $14 $17to0 $18
million million
$1500 $1200 $14to $17 $19 to $23
million million
$1500 $800 $6.5 to $8 to $10
$7.5 million
million

I hope you find this information to be useful. Please do not hesitate to contact me if you have further

questions.

Sincerely, M
/M

erry Burnett
Deputy Commissioner



Alaska Mine Production Figures

Red Dog Mine

Year Zinc (tons) Lead (tons) | Silver (Million ounces)

2009 642,096 144,954 8.12

2010 593,043 121,144 6.78

2011 572,208 84,033 5.19

2012 529,157 95,282 5.89

2013 607,704 106,594 6.10

2014 656,971 135,032 7.56

Totals 3,601,179 687,039 40

Fort Knox Mine

Year Gold (ounces)

2009 263,260

2010 349,729

2011 289,794

2012 359,948

2013 728,822

2014 387,285

Total 2,378,838

Pogo Mine

Year Gold (ounces)

2009 389,808

2010 383,434

2011 325,708

2012 315,886

2013 337,393

2014 342,147

Total 2,094,376

Greens Creek Mine

Year Zinc (tons) Lead (tons) | Silver (Million ounces) Gold (ounces)
2009 70,379 22,253 7.46 67,278
2010 74,496 25,336 7.21 68,838
2011 66,050 21,055 6.50 56,818
2012 64,249 21,074 6.39 55,496
2013 57,614 20,114 7.45 57,457
2014 59,810 20,151 7.83 58,810
Totals 392,598 129,983 43 364,697

Kensington Mine

Year Gold (ounces)
2009 -

2010 43,143
2011 88,420
2012 82,125
2013 114,821
2014 117,823
Total 446,332

* Production started 7/3/2010
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CS FOR HOUSE BILL NO. 253(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-NINTH LEGISLATURE - SECOND SESSION
BY THE HOUSE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act relating to an exemption from the mining license tax; relating to the mining
license tax rate; relating to mining license application, renewal, and fees; 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 of 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.

* Sec. 2. AS 43.65.010(c) is amended to read:

(c) The license tax on mining is as follows: on [UPON] the net income of the
taxpayer from the property in the state, computed with allowable depletion, plus
royalty received in connection with mining property in the state
over $40,000 and Nt OVEr $50,000 «rcommnssrermorssresssssssassassessssnsnsssassamsesssnses 3 percent

-1- CSHB 253(RES)
New Text Underlined [DELETED TEXT BRACKETED]
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over $50,000 and not over $100,000 ........cc.ceveeeeeerreieeerererrrereerrrerreeeenens $1,500 plus
5 percent of the excess over $50,000
OVET $100,000 ...ooeeeeieeeeeeeeeeeeeteereectesteeeeresseesesseesesssessseesessseessssssessenseens $4,000 plus

8 [7] percent of the excess over $100,000.
* Sec. 3. AS 43.65.020(d) is amended to read:

(d) [A TAXPAYER'S RETURN SHALL BE MADE TO THE
DEPARTMENT AT JUNEAU.] A taxpayer shall make a return either on a calendar
year or fiscal year basis, in conformance with the basis used in making the taxpayer's
return for federal income tax purposes.

* Sec. 4. AS 43.65.030 is amended to read:
Sec. 43.65.030. Fees for applications and [APPLICATION FOR] renewals.

The fee for a mining license and for each renewal is $50. Application for renewal of

a mining license shall be made before January 1 [MAY 1] of the license [EACH]

year.

* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:

APPLICABILITY. (a) AS 43.65.010(a), as amended by sec. 1 of this Act, applies to a
mining operation that begins production on or after the effective date of sec. 1 of this Act.

(b) AS 43.65.010(c), as amended by sec. 2 of this Act, applies to net income of a
taxpayer from property in the state during a taxable year that begins on or after the effective
date of sec. 2 of this Act.

* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to
read:

TRANSITION: REGULATIONS. The Department of Revenue may adopt regulations
necessary to implement the changes made by this Act. The regulations take effect under
AS 44.62 (Administrative Procedure Act), but not before the effective date of the law
implemented by the regulation.

* Sec. 7. Section 6 of this Act takes effect immediately under AS 01.10.070(c).
* Sec. 8. Except as provided in sec. 7 of this Act, this Act takes effect July 1, 2016.

CSHB 253(RES) 2=
New Text Underlined [DELETED TEXT BRACKETED]




LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329
MEMORANDUM March 28, 2016
SUBJECT: Electronic Filing Requirement

(HB 253; Work Order No. 29-GH2924)

TO: Representative David Talerico
Attn: Julie Morris

FROM: Emily Nauman by o~ __—
Legislative Counsel

You inquired why I recommended to your office that the electronic filing requirement
(secs. 1 and 2), originally in the governor's version of HB 253, be omitted from the bill.
Sections 1 and 2 apply to any tax return or report to be submitted under AS 43 to be filed
electronically, not just returns for mining taxes. However, the bill only amends filing
requirements related to the mining tax. There are several other sections of tax law that
should also be changed to accommodate the new electronic filing requirement. See, for
instance, sec. 6 of HB 251" and sec. 5 of HB 2482 (both governor's bills). In general, a
specific law will govern over a general one.*> Thus, I am concerned that the provisions
that remain unchanged, if the governor's other tax bills do not pass, may render the
electronic filing provisions unenforceable for some of the taxes due to the state.

I would advise you to ask the Department of Law and Department of Revenue what other
sections in AS 43 require amending to accommodate the new electronic filing
requirement. Given the potential breadth of these changes, perhaps you would consider
separating out the electronic filing requirement into its own bill? Until then, I
recommend omitting the electronic filing requirement from HB 253 to prevent
misunderstanding about its applicability and effectiveness.

If I may be of further assistance, please advise.

ELN:lem
16-282.lem

' Unless amended, AS 43.75.030(b) requires a return on the fisheries business tax to file a
return "to the department at Juneau."

2 Unless amended, AS 43.60.020 requires a person paying the alcohol tax to "send a
statement by airmail, postage prepaid."

3 This could be countered with the argument that a law enacted more recently may be
given more weight.




O 0 3 O \»v A WL N =

N NN =t e ek el el pd e e e
MSHO\OOO\IO\UIAUJN-—'O

/N,f%/%/w«f &

&Y vaﬁféoﬁzs’-c

13

Nauman
3/30/16
AMENDMENT _2 /
"h?ﬂ/J/a W
OFFERED IN THE HOUSE BY REPRESENTATIVE SEATON

TO: CSHB 253(RES), Draft Version "N"

Page 1, line 2, following "fees;":

Insert "relating to the exploration incentive credit;"

Page 1, following line 4:
Insert new bill sections to read:
"* Section 1. AS 27.30.030(a) is amended to read:

(a) In atax year [OR ROYALTY PAYMENT PERIOD)], subject to (c) of this
section and the respective limitations of this subsection, the person may apply the
credit, the taking of which was approved under AS 27.30.020(2), against [(1)] taxes
payable by the person

(1) [(A)] wunder AS 43.65; application of the credit under this
subparagraph may not exceed the lesser of
(A) [(i)] 50 percent of the person's tax liability under AS 43.65
for the tax year that is related to production from the mining operation at which
the exploration activities occurred, as shown under (b) of this section; or
(B) [(ii)] 50 percent of the person's total tax liability under
AS 43.65 for the tax year;
(2) [(B)] under AS43.20; application of the credit under this
subparagraph may not exceed the lesser of
(A) [()] an amount equal to the amount determined under
(AX() of this paragraph; or
(B) [(ii)] 50 percent of the person's total tax liability under
AS 43.20 for the tax year [; AND
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(2) MINERAL PRODUCTION ROYALTY PAYMENTS PAYABLE
BY THE PERSON UNDER AS 38.05.135 - 38.05.160 AND 38.05.212 FOR
PRODUCTION FROM THE MINING OPERATION AT WHICH THE
EXPLORATION ACTIVITIES OCCURRED; APPLICATION OF THE CREDIT
UNDER THIS PARAGRAPH MAY NOT EXCEED 50 PERCENT OF THE
PERSON'S MINERAL PRODUCTION ROYALTY PAYMENT LIABILITY FROM
THE MINING OPERATION AT WHICH THE EXPLORATION ACTIVITIES
OCCURRED].

* Sec. 2. AS 27.30.030(b) is amended to read:

(b) If the person applies the credit against the person's tax liability under
(a)1)(A) or (B) [(a)(1)(A)d) OR (a)(1)(B)(i)] of this section, the commissioner of
revenue shall disallow application of the credit under that provision unless the person
files with the person's tax return an accounting of the person's mining operation
activities for each mining operation that is included in the tax return and as to which
the credit is being applied. The accounting of mining operation activities required by
this subsection shall be made

(1) on a form prescribed by the Department of Revenue; on the form,
the person shall
(A) identify the mining operations for which the credit is
claimed; and
(B) set out the gross income attributable to the mining
operations and other information about the mining operations that the

Department of Revenue may require;

(2) without regard to an exemption to which the person may be entitled
under AS 43.65.010(a).

* Sec. 3. AS 27.30.040 is amended to read:

Sec. 27.30.040. Credit may be carried forward. Except as its application is
limited by AS 27.30.030 and 27.30.050, a portion of a credit that is not applied under
AS 27.30.030 during a tax year [OR ROYALTY PAYMENT PERIOD] may be
carried forward to and applied during a subsequent tax year [OR ROYALTY
PAYMENT PERIOD].

2-
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* Sec. 4. AS 27.30.050 is amended to read:
Sec. 27.30.050. Limit on application of credit. An exploration incentive
credit for a mining operation may not exceed $20,000,000 and must be applied within
15 tax years [OR ROYALTY PAYMENT PERIODS] after the taking of the credit is
approved under AS 27.30.020(2), but the tax years [OR ROYALTY PAYMENT
PERIODS] in which the credit is applied need not be
(1) the tax year [OR ROYALTY PAYMENT PERIOD] in which the
person first incurs liability for payment of tax [OR ROYALTY] based on the person's
activity that is the basis of the claim of the exploration incentive credit; or

(2) consecutive periods."

Page 1, line §:
Delete "Section 1"
Insert "Sec. 5"

Renumber the following bill sections accordingly.

Page 2, line 17:
Delete "sec. 1"

Insert "sec. 5"

Page 2, line 18:
Delete "sec. 1"
Insert "sec. 5"

Page 2, line 19:
Delete "sec. 2"

Insert "sec. 6"

Page 2, line 21:

Delete "sec. 2"
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Insert "sec. 6"

Page 2, following line 21:

Insert a new subsection to read:

"(c) The changes to the applicability of the exploration incentive credit made in
AS 27.30.030(a) and (b), as amended by secs. 1 and 2 of this Act, AS 27.30.040, as amended
by sec. 3 of this Act, and AS 27.30.050, as amended by sec. 4 of this Act, apply to a royalty
payment period beginning on or after the effective date of sec. 1 of this Act."

Page 3, line 28:
Delete "Section 6"

Insert "Section 10"

Page 3, line 29:
Delete "sec. 7"
Insert "sec. 11"




AMENDMENT #7_2

OFFERED IN THE HOUSE BY REPRESENTATIVE SEATON
TO: CSHB 253(RES), Draft Version "N"

1 Page 1, line 1, following "An Act™:

2 Insert "repealing the mineral production royalty; enacting a mineral severance

3 tax;"

4

5 Page 1, following line 4:

6 Insert new bill sections to read:

7 "* Section 1. AS 27.30.030(a) is amended to read:

8 (a) In a tax year or royalty payment period, subject to (c) of this section and

9 the respective limitations of this subsection, the person may apply the credit, the
10 taking of which was approved under AS 27.30.020(2), against
11 (1) taxes payable by the person
12 (A) under AS 43.65; application of the credit under this
13 subparagraph may not exceed the lesser of
14 (i) 50 percent of the person's tax liability under
15 AS 43.65 for the tax year that is related to production from the mining
16 operation at which the exploration activities occurred, as shown under
17 (b) of this section; or
18 (ii) 50 percent of the person's total tax liability under
19 AS 43,65 for the tax year;
20 (B) under AS 43.20; application of the credit under this
21 subparagraph may not exceed the lesser of
22 (i) an amount equal to the amount determined under
23 (A)() of this paragraph; or



\O 00 ~J O W S W N =

10
11
12
13
14
15
16
17
18
19
20

SRBREERE

26
27
28
29
30
31

29-GH2924\N.7

(ii) 50 percent of the person's total tax liability under
AS 43.20 for the tax year; and
(2) mineral production royalty payments payable by the person under
AS 38.05.135 - 38.05.160 [AND 38.05.212] for production from the mining operation
at which the exploration activities occurred; application of the credit under this
paragraph may not exceed 50 percent of the person's mineral production royalty
payment liability from the mining operation at which the exploration activities
occurred.
* Sec. 2. AS 38.05.205(c) is amended to read:

(c) A mining lease shall be for any period up to 55 years, and is renewable if
requirements for the lease remain satisfied. Annual rental [AND PRODUCTION
ROYALTIES] shall be paid as required under AS 38.05.211 [AND 38.05.212). A
valid mining claim located and held under AS 38.05.195 may be converted to a lease
at any time upon application by the owner, and issuance by the commissioner. Rights
granted by a mining lease may not be exercised until the lease has been filed for
record in the recording district where the land is located."

Page 1, line 5:
Delete "Section 1"
Insert "Sec. 3"

Renumber the following bill sections accordingly.

Page 2, following line 14:
Insert new bill sections to read:
"* Sec. 7. AS 43 is amended by adding a new chapter to read:
Chapter 68. Mining Severance Tax.

Sec. 43.68.010. Mining severance tax. (a) A person engaging in the business
of mining in the state shall pay a mining severance tax in the amount of three percent
of the gross production value of minerals produced.

(b) The tax under this section is due April 1 of each year.

L 2=
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(c) The department shall adopt regulations to implement this section.
* Sec. 8. AS 38.05.211(c) and 38.05.212 are repealed.”

Page 2, line 17:
Delete "sec. 1"
Insert "sec. 3"

Page 2, line 18:
Delete "sec. 1"
Insert "sec. 3"

Page 2, line 19:
Delete "sec. 2"
Insert "sec. 4"

Page 2, line 21:
Delete "sec. 2"
Insert "sec. 4"

Page 2, following line 21:
Insert new subsections to read:

"(c) The repeal of AS 38.05.212 by sec 8 of this Act applies to minerals produced on

or after the effective date of sec. 8 of this Act.

(d) The mining severance tax under AS 43.68.010, enacted by sec. 7 of this Act,
applies to minerals produced on or after the effective date of sec. 7 of this Act."

Page 2, line 28:
Delete "Section 6"
Insert "Section 10"

Page 2, line 29:



Delete "sec. 7"
Insert "sec. 11"

29-GH2924\N.7
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AMENDMENT 7# 2

OFFERED IN THE HOUSE BY REPRESENTATIVE SEATON
TO: CSHB 253(RES), Draft Version "N"

Page 1, line 2, following "fees;":
Insert "establishing a legislative working group to study the tax structure for
minings"

Page 2, following line 14:
Insert a new bill section to read:
"* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:
LEGISLATIVE WORKING GROUP. (a) A legislative working group is established
to
(1) review the state's fiscal regime for mining taxation, including state mining
license taxes, royalties, rents, and corporate income tax with consideration of federal and
municipal taxation;
(2) develop terms for a comprehensive reform of the mining tax regime; and
(3) recommend changes to the legislature for consideration during the First
Regular Session of the Thirtieth Alaska State Legislature.
(b) The working group consists of
(1) two co-chairs, one of whom is a member of the house appointed by the
speaker of the house of representatives, and one of whom is a member of the senate appointed
by the president of the senate; and
(2) members appointed by the co-chairs; members must be legislators and
must include members of the majority and minority caucuses.
(c) The co-chairs of the working group may form an advisory group to the working
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group, composed of members who are not legislators and who have expertise and skills to
assist in the review and development of a new plan for the tax structure and rates on mining
licenses. The members of an advisory group may include commissioners or employees of
state departments, members of the mining industry or trade associations, and economists.

(d) The working group is to be supported by legislative consultants under contract
through the Legislative Budget and Audit Committee."

Renumber the following bill sections accordingly.

Page 2, line 28:
Delete "Section 6 of this Act takes"
Insert "Sections 5 and 7 of this Act take"

Page 2, line 29:
Delete "sec. 7"
Insert "sec. 8"

L -2-
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AMENDMENT #/4/

OFFERED IN THE HOUSE BY REPRESENTATIVE SEATON
TO: CSHB 253(RES), Draft Version "N"

Page 1, line 2, following "fees;":
Insert "relating to the exploration incentive credit;"

Page 1, following line 4:
Insert new bill sections to read:
"* Section 1. AS 27.30.030(a) is amended to read:

() In a tax year [OR ROYALTY PAYMENT PERIOD)], subject to (c) of this
section and the respective limitations of this subsection, the person may apply the
credit, the taking of which was approved under AS 27.30.020(2), against [(1)] taxes
payable by the person

(1) [(A)] vunder AS 43.65; application of the credit under this
subparagraph may not exceed the lesser of
(A) [(1)] 50 percent of the person's tax liability under AS 43.65
for the tax year that is related to production from the mining operation at which
the exploration activities occurred, as shown under (b) of this section; or
(B) [(i1))] 50 percent of the person's total tax liability under
AS 43.65 for the tax year;
(2) [(B)] nunder AS 43.20; application of the credit under this
subparagraph may not exceed the lesser of
(A) [(@)] an amount equal to the amount determined under
(A)(i) of this paragraph; or
(B) [(ii))] SO percent of the person's total tax liability under
AS 43.20 for the tax year [; AND
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(2) MINERAL PRODUCTION ROYALTY PAYMENTS PAYABLE
BY THE PERSON UNDER AS 38.05.135 - 38.05.160 AND 38.05.212 FOR
PRODUCTION FROM THE MINING OPERATION AT WHICH THE
EXPLORATION ACTIVITIES OCCURRED; APPLICATION OF THE CREDIT
UNDER THIS PARAGRAPH MAY NOT EXCEED 50 PERCENT OF THE
PERSON'S MINERAL PRODUCTION ROYALTY PAYMENT LIABILITY FROM
THE MINING OPERATION AT WHICH THE EXPLORATION ACTIVITIES
OCCURRED].

* Sec. 2. AS 27.30.030(b) is amended to read:

(b) If the person applies the credit against the person's tax liability under
(a)(1)(A) or (B) [(a)(1)(A)(i) OR (a)(1)(B)(i)] of this section, the commissioner of
revenue shall disallow application of the credit under that provision unless the person
files with the person's tax return an accounting of the person's mining operation
activities for each mining operation that is included in the tax return and as to which
the credit is being applied. The accounting of mining operation activities required by
this subsection shall be made

(1) on a form prescribed by the Department of Revenue; on the form,
the person shall
(A) identify the mining operations for which the credit is
claimed; and
(B) set out the gross income attributable to the mining
operations and other information about the mining operations that the

Department of Revenue may require;

(2) without regard to an exemption to which the person may be entitled
under AS 43.65.010(a).

* Sec. 3. AS 27.30.040 is amended to read:

Sec. 27.30.040. Credit may be carried forward. Except as its application is
limited by AS 27.30.030 and 27.30.050, a portion of a credit that is not applied under
AS 27.30.030 during a tax year [OR ROYALTY PAYMENT PERIOD] may be
carried forward to and applied during a subsequent tax year [OR ROYALTY
PAYMENT PERIOD].
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* Sec. 4. AS 27.30.050 is amended to read:
Sec. 27.30.050. Limit on application of credit. An exploration incentive

credit for a mining operation may not exceed $20,000,000 and must be applied within
15 tax years [OR ROYALTY PAYMENT PERIODS] after the taking of the credit is
approved under AS 27.30.020(2), but the tax years [OR ROYALTY PAYMENT
PERIODS] in which the credit is applied need not be

(1) the tax year [OR ROYALTY PAYMENT PERIOD] in which the
person first incurs liability for payment of tax [OR ROYALTY] based on the person's
activity that is the basis of the claim of the exploration incentive credit; or

(2) consecutive periods."

Page 1, line 5:
Delete "Section 1"
Insert "Sec. 5"

Renumber the following bill sections accordingly.

Page 2, line 17:
Delete "sec. 1"
Insert "sec. 5"

Page 2, line 18:
Delete "sec. 1"
Insert "sec. 5"

Page 2, line 19:
Delete "sec. 2"
Insert "sec. 6"

Page 2, line 21:
Delete "sec. 2"
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Insert "sec. 6"

Page 2, following line 21:

Insert a new subsection to read:

"(c) The changes to the applicability of the exploration incentive credit made in
AS 27.30.030(a) and (b), as amended by secs. 1 and 2 of this Act, AS 27.30.040, as amended
by sec. 3 of this Act, and AS 27.30.050, as amended by sec. 4 of this Act, apply to a royalty
payment period beginning on or after the effective date of sec. 1 of this Act.”

Page 3, line 28:
Delete "Section 6"
Insert "Section 10"

Page 3, line 29:
Delete "sec. 7"
Insert "sec. 11"
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AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE SEATON
TO: CSHB 253(RES), Draft Version "N"

Page 1, line 2, following "fees;":

Insert "relating to the exploration incentive credit;"

Page 1, following line 4:
Insert new bill sections to read:
"* Section 1. AS 27.30.030(a) is amended to read:

(a) In atax year [OR ROYALTY PAYMENT PERIOD], subject to (c) of this
section and the respective limitations of this subsection, the person may apply the
credit, the taking of which was approved under AS 27.30.020(2), against [(1)] taxes
payable by the person

(1) [(A)] under AS43.6S; application of the credit under this
paragraph [SUBPARAGRAPH] may not exceed the lesser of
(A) [(i)] 50 percent of the person's tax liability under AS 43.65
for the tax year that is related to production from the mining operation at which
the exploration activities occurred, as shown under (b) of this section; or
(B) [(ii)] 50 percent of the person's total tax liability under
AS 43,65 for the tax year;
(2) [(B)] wunder AS 43.20; application of the credit under this
paragraph [SUBPARAGRAPH] may not exceed the lesser of
(A) [(i)] an amount equal to the amount determined under
(D(A) [(AX(i)] of this subsection [PARAGRAPH]; or

(B) [(ii)] SO percent of the person's total tax liability under
AS 43.20 for the tax year [; AND

L 1=
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(2) MINERAL PRODUCTION ROYALTY PAYMENTS PAYABLE
BY THE PERSON UNDER AS 38.05.135 - 38.05.160 AND 38.05.212 FOR
PRODUCTION FROM THE MINING OPERATION AT WHICH THE
EXPLORATION ACTIVITIES OCCURRED; APPLICATION OF THE CREDIT
UNDER THIS PARAGRAPH MAY NOT EXCEED 50 PERCENT OF THE
PERSON'S MINERAL PRODUCTION ROYALTY PAYMENT LIABILITY FROM

THE MINING OPERATION AT WHICH THE EXPLORATION ACTIVITIES
OCCURRED].

* Sec. 2. AS 27.30.030(b) is amended to read:

(b) If the person applies the credit against the person's tax liability under
(a)(1)(A) or (a)(2)(A) [(a)(1)(A)i) OR (a)(1)(B)(i)] of this section, the commissioner
of revenue shall disallow application of the credit under that provision unless the
person files with the person's tax return an accounting of the person's mining operation
activities for each mining operation that is included in the tax return and as to which
the credit is being applied. The accounting of mining operation activities required by
this subsection shall be made

(1) on a form prescribed by the Department of Revenue; on the form,
the person shall
(A) identify the mining operations for which the credit is
claimed; and
(B) set out the gross income attributable to the mining
operations and other information about the mining operations that the

Department of Revenue may require;

(2) without regard to an exemption to which the person may be entitled
under AS 43.65.010(a).

* Sec. 3. AS 27.30.040 is amended to read:

Sec. 27.30.040. Credit may be carried forward. Except as its application is
limited by AS 27.30.030 and 27.30.050, a portion of a credit that is not applied under
AS 27.30.030 during a tax year [OR ROYALTY PAYMENT PERIOD] may be

carried forward to and applied during a subsequent tax year [OR ROYALTY
PAYMENT PERIOD].

2-
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* Sec. 4. AS 27.30.050 is amended to read:
Sec. 27.30.050. Limit on application of credit. An exploration incentive
credit for a mining operation may not exceed $20,000,000 and must be applied within
15 tax years [OR ROYALTY PAYMENT PERIODS] after the taking of the credit is
approved under AS 27.30.020(2), but the tax years [OR ROYALTY PAYMENT
PERIODS] in which the credit is applied need not be
(1) the tax year [OR ROYALTY PAYMENT PERIOD] in which the
person first incurs liability for payment of tax [OR ROYALTY] based on the person's
activity that is the basis of the claim of the exploration incentive credit; or

(2) consecutive periods."

Page 1, line 5:
Delete "Section 1"

Insert "Sec. 5"
Renumber the following bill sections accordingly.

Page 2, line 17:
Delete "sec. 1"

Insert "sec. 5"

Page 2, line 18:
Delete "sec. 1"

Insert "sec. 5"

Page 2, line 19:
Delete "sec. 2"

Insert "sec. 6"

Page 2, line 21:

Delete "sec. 2"
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Insert "sec. 6"

Page 2, following line 21:

Insert a new subsection to read:

"(c) The changes to the applicability of the exploration incentive credit made in
AS 27.30.030(a) and (b), as amended by secs. 1 and 2 of this Act, AS 27.30.040, as amended
by sec. 3 of this Act, and AS 27.30.050, as amended by sec. 4 of this Act, apply to a royalty

payment period beginning on or after the effective date of sec. 1 of this Act."

Page 3, line 28:
Delete "Section 6"

Insert "Section 10"

Page 3, line 29:
Delete "sec. 7"

Insert "sec. 11"
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Nauman
3/30/16

AMENDMENT #.45

OFFERED IN THE HOUSE BY REPRESENTATIVE SEATON
TO: CSHB 253(RES), Draft Version "N"

Page 2, line 3, following "$100,000":
Insert "and not over $1,000.000"

Page 2, line 4:
mle Il. [}

Page 2, following line 4:
Insert new material to read:
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Nauman
3/29/16
AMENDMENT # |
OFFERED IN THE HOUSE BY REPRESENTATIVE JOSEPHSON

TO: CSHB 253(RES), Draft Version "N"

Page 1, line 10, through page 2, line 4:
Delete all material and insert:
"* Sec. 2. AS 43.65.010(c) is repealed and reenacted to read:

(c) The license tax on mining is imposed on the net income of the taxpayer
from the property in the state, computed with allowable depletion, plus royalty
received in connection with mining property in the state. The tax rates applicable to
the amount of a taxpayer's net income are as follows:

over $100,000 and not over $250,000 five percent

over $250,000 and not over $500,000 $7,500
plus seven percent of the excess over $250,000

over $500,000 and not over $1,000,000 $25,000
plus nine percent of the excess over $500,000

over $1,000,000 $70,000

plus 11 percent of the excess over $1,000,000."
Page 2, line 19:

Delete "amended"
Insert "repealed and reenacted”
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Nauman
330116
AMENDMENT 7
OFFERED IN THE HOUSE BY REPRESENTATIVE TARR

TO: CSHB 253(RES), Draft Version "N

Page 1, line 10, through page 2, line 4:
Delete all material and insert:
"* Sec. 2. AS 43.65.010(c) is repealed and reenacted to read:

(c) The license tax on mining is imposed on the net income of the taxpayer
from the property in the state, computed with allowable depletion, plus royalty
received in connection with mining property in the state. The tax rates applicable to
the amount of a taxpayer's net income are as follows:

over $40,000 and not over $100,000 S ——— three percent

over $100,000 and not over $250,000 esemmsasasiiiass $1,800
plus five percent of the excess over $100,000

over $250,000 and not over $500,000 .........c.cc.crvrvrereerenraesarsensreres $9,300
plus seven percent of the excess over $250,000

over $500,000 and not over $1,000,000 " $26,800
plus nine percent of the excess over $500,000

over $1,000,000 $71,800

plus 11 percent of the excess over $1,000,000."
Page 2, line 19:

Delete "amended”
Insert "repealed and reenacted"”
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3/29/16
AMENDMENT # ¥

OFFERED IN THE HOUSE BY REPRESENTATIVE JOSEPHSON
TO: CSHB 253(RES), Draft Version "N"

Page 1, line 1:
Delete "an exemption from"
Insert "a deferral of”

Page 1, lines 5 - 9:
Delete all material and insert:
"* Section 1. AS 27.30.030(b) is amended to read:
(b) If the person applies the credit against the person's tax liability under
(a)(1)(AX3) or (a)(1)(B)() of this section, the commissioner of revenue shall disallow
application of the credit under that provision unless the person files with the person's
tax return an accounting of the person's mining operation activities for each mining
operation that is included in the tax return and as to which the credit is being applied.
The accounting of mining operation activities required by this subsection shall be
made
(1) on a form prescribed by the Department of Revenue; on the form,
the person shall
(A) identify the mining operations for which the credit is
claimed; and
(B) set out the gross income attributable to the mining
operations and other information about the mining operations that the
Department of Revenue may require;
(2) without regard to g _deferral [AN EXEMPTION] to which the
person may be entitled under AS 43.65.010(a).
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* Sec. 2. AS 43.65.010(a) is amended to read:

(a) A [PERSON PROSECUTING OR ATTEMPTING TO PROSECUTE, OR
ENGAGING IN THE BUSINESS OF MINING IN THE STATE SHALL OBTAIN A
LICENSE FROM THE DEPARTMENT. ALL] new mining gperation may defer the
payment of tax due under [OPERATIONS ARE EXEMPT FROM THE TAX
LEVIED BY] this chapter during the first [FOR] three and one-half years after the
date production begins. Mﬂw

in re of each beginnin th the
foll the date the defi eriod ends.
* Sec. 3. AS 43.65.010(b) is amended to read:
(b) The Department of Natural Resources shall certify to the department the
date upon which production begins, and the department shall issue a certificate of
deferral [EXEMPTION] to the producer accordingly."

Renumber the following bill sections accordingly.
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