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1 t h e  p r e c e d i n g  t w e l v e - m o n t h  p e r i o d .  T h e  i n d e x  f o r  J a n u a r y  1983 is the

2 r e f e r e n c e  b a s e  index.

3 * Sec. 4. T h e  p r o v i s i o n s  o f  A S  1 4 . 1 7  n o t w i t h s t a n d i n g ,  t h e  a m o u n t  of

4 b a s i c  s t a t e  a i d  p a i d  u n d e r  t h e  p u b l i c  s c h o o l  f o u n d a t i o n  p r o g r a m  f o r  f i s c a l

5 y e a r  1 98 4  m a y  b e  i n c r e a s e d  o v e r  t h e  a m o u n t  o f  a i d  p a i d  to a s c h o o l  d i s t r i c t

6 f o r  f i s c a l  y e a r  198 3 o n l y  f o r  i n c r e a s e s  in e n r o l l m e n t  o r  the  o p e n i n g  o f  n e w

7 s c h o o l  sites. If the a m o u n t  a p p r o p r i a t e d  f o r  the  p u b l i c  s c h o o l  f o u n d a t i o n

8 p r o g r a m  fo r f i s c a l  y e a r  19 8 4  is i n s u f f i c i e n t  to m e e t  t h e  o p e r a t i n g  c o s t s

9 a s s o c i a t e d  w i t h  t h e  o p e n i n g  o f  n e w  s c h o o l  sit es , t h e  a v a i l a b l e  f u n d s  s h a l l

10 b e  d i s t r i b u t e d  o n  a p r o  r a t a  b a s i s  a m o n g  s c h u u l  d i s t r i c t s  w i t h  n e w  s c h o o l

11 sites.

12 * Sec. 5. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  01.-

13 1 0 . 0 7 0 ( c ) -

M O M B M
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V
T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

E L E V E N T H  L E G I S L A T U R E

F I S C A L  N O T E

I. R E Q U E S T
Bill/Resolution No. S E N A T E  C S  F O R  C S H B  251 ( H E S S ) ___________________________________________________

Title AN ACT RELATING TO STATE SUPPORT FOR EDUCATION: AND PROVTTlTNff FOP FTFFrTTUF DATF 

Requested b y _________________  Date__________________ ________ _

H. FISCAL DETAIL
A g e n c y  Affected d e p a r t m e n t  o f  f d t t c a t t o n  ;____________________________________

Program Category Affected f o t t n d a t t o n  s t t p p o p t   _______________

BRTJ, Program, or Subprogram(s) Affected ;__________________________________

(Note: If m o r e  than one budget c o m p o n e n t  is affected, separate line-item amounts and funding for each 

c o m p o n e n t  in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars) 

• ' I F Y  80 F Y  81 F Y  82 F Y  83 F Y  84 F Y  85

100 P E R S O N A L  S E R V I C E S

2 0 0  T R A V E L

3 9 0 ..  C O N T R A C T U A L

4 0 0  C O M M O D I T I E S
•

500 E O U T P M E N T

6 0 0  L A N D  &  S T R U C T U R E S 1

7 0 0  G R A N T S . ' C L A I M S .  E T C . 1 /,/. p nnn

• 1 * 1

T O T A L  „ 4 4 8 ,00G.

F U N D I N G  (Thousands of DoUars)

G E N E R A L  F U N D  | • 1 1 ! 1

F E D E R A L  F U N D S  1 1 1 .

O T H E R  (Snecifv F u n d  Source) ! i

" " "  1 1 1 ! !

1 1 1

P O S I T I O N S

F U L L  T I M E 1 1 !

P A R T  T I M E 1 1 1

T E M P O R A R Y 1 1 1 1

III. A N A L Y S I S  (See Fiscal Not e  Preparation Instructions, Section III)

The Senate Health, Education and Social Services Committee support full- funding of 

the foundation formula in the interim period of study, since an equitable formulary 

for the distribution of funds to school districts and REAA's is unavailable.

The local tax base has been affected by reductions in school foundation funding as 

well as other results ox falling revenues, and the Committee feels that no locality 

should be arbitrarily forced to raise their mil rate because the state has not dealt 

with obvious flaws in the foundation formula.

The constitution of the state of Alaska clearly mandates state responsibility in 

the establishment and operation of public schools open to all children in the state. 

The Senate HESS Committee supports the Foundation Study through the Department of 

Education and the passage of Senate CS for CS for HB 251, retaining the use of the 

Foundation Formula. - jff

I V  D A T E  •________________ 4 / 1 8 / 8 1  P R E P A R E D  B Y / S H N / ^ F   :__________

A G E N C Y    ---------

Original: Legislative Finance--------------P H O N E -— 4 . 0 ^ 4 9f).?.r----------------- li­

ce: Budget and M a n a g e m e n t  ^

Prime Sponsor (First Legislator N a m e d )
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Official BturLne&s

(Alaska jitais • ̂ tjjfeiaiurB

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

Co mmi t t e e on 

H e i k f i , G d u c i iion &  S o c ia l S  ervices

Pouch V  

Stete Capitol 

Joaeau, Alaska 99S11

March 14, 1983

LETTER OF INTENT

RE: HB 251 An act relating to state support fo r education:
and providing for an effective date.

I t  is  the intent of the Legislature .to insure funding for any 
additional increases in enroll merits on a per d is tr ic t  basis for 
the 1983-84 schooT'year.

I t  is  the further intent to appropriate funds to AS 14.17.061(a), 
the Supplemental Programs account, in order that any additional 
ADM1s be funded according to the ADM amounts based on the FY 83 
funding levs' (ADM amounts listed in the proposed education 
leg is la tion).

Milo H. Fritz,Co-chairman

Mae Tischer,Co-chairman



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T H I R T E E N T H  L F ^ T S L A T C r J E  ’

I.

F I S C A L  N O T E  

HOUSE BILL NO 2 . 5 1R E Q U E S T

B i l l / R e s o l u t i o n  N o . ___________________(_______ _
T i t l e  r e l a t i n o  to  s t a t e  s u o o o r t  for e d u c a t i o n

R e q u e s t e d  b y  H o u s e  F i n a n c e D a t e

II. F I S C A L  D E T A I L
A g e n c y  A f f e c t e d  Legislative Affairs Agency
P r o g r a m  C a t e g o r y  A f f e c t e d   _______________

B R U ,  P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d _______________________________________ ______

( N o t e :  If  m e r e  t h a n  o n e  b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  i i n e - i t e m  

a m o u n t s  a n d  f u n d i n g  .for e a c h  c o m p o n e n t  i n  the a n a l y s i s  s e c t i o n . )

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

100 P E R S O N A L  S E R V I C E S  

2 0 0  T R A V E L  ■

300 C O N T R A C T U A L  .

400  C O M M O D I T I E S  

500 E Q U I P M E N T  

600 L A N D  &  S T R U C T U R E S  

700 G R A N T S , C L A I M S  f E T C .

F T  8 3 F T  84 F Y  85 F T  86 F T  87 F Y  88
. 4/-,bUU

30.009
v . nnn

- ij -

- 0 -

r n -

TOTAL

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D

F E D E R A L  F U N D S

O T H E R  ( S p e c i f y  S o u r c e )

•7-2H-&60'

—

'

P O S I T I O N S

F U L L  T I M E  

P A R T  T I M E  

T E M P O R A R Y

•

III. A N A L Y S I S  ( Se e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  III)

See attachment.

iv daTz February 23, 19S3 prepared by house HcSS
AGE-iVcyLemsiauve a ttc irs  Agency 

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E  4 b b - 3 / / /  

c z : B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  L a m e d )

3 2 - 0 0 1  ( P i e v . 1 2 / 8 2 )



F I S C A L  A N A L Y S I S :  F O U N D A T I O N  F U N D I N G  S T U D Y  - I N T E R I M  '83

House 11 no. 251 (Corrected) Page 2 of 2 

1 0 0  P e r s o n a l  S e r v i c e s

$ 2 7 1 4  + 2 8 %  b e n e f i t s  x  6 m o n t h s  =  $ 2 8 , 5 2 3  

$ 2 4 6 3  + 2 8 %  b e n e f i t s  x  6 m o n t h s  =

$ 1 8 , 9 1 5  

$ 4 7 , 4 3 8

* T h e r e  a r e  n o  p r o v i s i o n s  p r e s e n t l y  r e g a r d i n g  i n t e r i m  s t a f f i n g  

p o l i c i e s  f o r  s t a n d i n g  c o m m i t t e e s .

2 0 0  T r a v e l  4 P e r d i u m

S e v e n  m e e t i n g s  b e g i n n i n g  A u g u s t  17; 3 d a y s  e a c h  at 3 v e e k  

i n t e r v a l s  e n d i n g  D e c e m b e r  16.

A s s u m p t i o n  of A n c h o r a g e  m e e t i n g s  vrith t r a n s p o r t a t i o n  f o r  

7 c o u n c i l  and4 3 s t a f f  m e m b e r s  ( i n c l u d i n g  L e g a l  S e r v i c e s  S t a f f ) .

$ 3 2 0 . 0 0 / r o u n d  t r i p  ( J u n e a u / A n c h o r a g e / J u n e a u )  x  7 m e e t i n s  =

$ 2 2 , 4 0 0  T o t a l  T r a v e l

P e r d i u m :

7 m e e t i n s  (? 3

2 l e g i s l a t o r s

3 0 0  C o n t r a c t u a l

$ 1 , 2 0 0  p h o n e  ( $ 2 0 0  x  6 m o n t h s )

$ 8 0 0  p o s t a g e  a n d  m i s c .

$ 2 , 0 0 0

4 0 0  C o m m o d i t i e s  

- 0 -

d a y s  e a c h  = 21 d a y s  x  $80 (Ar.cn) p e r d i u m  = $ 1 , 6 8 0  

+ 2 s t a f f  = 4 x  $ 1 , 6 8 0  = $ 6 , 7 2 0

P r o f .  A s s t .  (? 2 1 C  = 

P r o f .  Se c .  @ 15 C =

5 0 0  E q u i p m e n t  

- 0 -

6 0 0  L a n d / S t r u c t u r e s  

-  0 -

7 0 0  G r a n t s / C l a i m s

" 0 " # 7 7 -  S o o

T o t a l  F u n d i n g  R e q u e s t  = ■$■?2~; j 0 0
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THIRTEEN in l ?~-1 S1ATGRS• • •

F I S C A L  N O T E ’. * ,,

H O U S E  B I L L  NO. 251 (Corrected; Page 1 of 2REQUEST
B i l l / R e s o l u t i o n  N o . ___________________
Title relctinn to stole support tor education
R e q u e s t e d  b y  H o l k p  Finance Date

F I S C A L  R E T A I L
A g e n c y  A f f e c t e d  Legislative A ffa irs  Aoencv
P r o g r a m  C a t e g o r y  A . f f e c t e d ________________ •____________________________________________________

B R U ,  P r o g r a m ,  O r  S u b p r o g r a m s ) A f f e c t e d    _______

( N o t e :  I f  m e r e  ‘t h a n  o n e ' b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i. ne - i t e n  

a m o u n t s  a n d  f u n d i n g  f o r  e a c h  c o m p o n e n t  i n  the a n a l y s i s  s e c t i o n . )

E  X ?  E  KD I T I T R Z S  ( T h o u s a n d s  c f  D o l l a r s )

•
F T  S 3 F T  84 F T  8 5 F T  SO F T  8? F T  8 8

I C O P E R S O N A L  S E R V I C E S 4 /•, bU'J

200 T R A V E L  • 30.000
200 C O N T R A C T U A L  - ?.nnn
400 C O M M O D I T I E S

S C O E 0 U I P H Z N 7 - u -
d00 L>_\T> a. S T R U C T U R E S . - o -
700 G R A J v T S , C L A I M S  , E T C  . - P -

... ..._ .____ ____________ - __ _ — —---
T O T A L

FU?rDING ( T h o u s a n d s  c f  D o l l a r s )

G E N E R A L  F U N D  

FEI-EFAL F U N D S

• V - 2 r 5 0 U ~ •
CE-IER ( S p e c i f y  S o u r c e )

•

•

POSITIONS

. L Y S I S  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I II)

See attachment.

February 23, 1933 prepared by* House HrSS
'agencyLem sictive  KTtairs /-.gency

C r i c i n a l : L e c i s l a t i v e  F i n a n c e  P H O N E  M s t - J /// 

c z : E u c c e t  a n d  . M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

E l - C C i  (Hev. 12/82)



C O M M I T T E E  R E P O R T

H O U S E

(11) < • FURTHER

•i

2/8/84

The Committee on FINANCE___________________has had HB 255____________

"An Act relating to the exemption of residential property from 
the property tax.,;

under consideration and r e c o m m e n d s :

L 3 do pass [ ] do not pass

i ] do pass w ith  attached amendments(s)
[ ] same t i t l e

[ ] replace w ith  CS fo r  __________________________________ [ ] new t i t l e

and recommends

[ ] AND attaches a "L e tte r o f In te n t"  [ ) ( ]  F iscal Note L
v  / [ ] Z e r o  F i s c a l  N o t e  A t t a c h e d
[ y U  r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] re fe rred  to the __________________________________ Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

! /  j"*'  ̂ ^

CL-s- — ^  •— — — '• • /U._ px.!^

y    ■ ///. 4  i
r\
i ' ,*

   _________ - •.......... ........................ U f a /  } U

(v  )t! D  ' w j  - I I f _____________________________ [jM*- / M a kn*

- ......   j u -v

C H A I R M A N
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: :    >   1 --------

I n t r o d u c e d :  3 / 1 1 / 8 3
R e f e r r e d :  C o m m u n i t y  & R e g i o n a l
A f f a i r s

1 I N  T H E  H O U S E  B Y  M A L O N E

2 H O U S E  B I L L  NO. 255

3 IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to  t h e  e x e m p t i o n  of  r e s i d e n t i a l

7 p r o p e r t y  f f o m  t h e  p r o p e r t y  t a x . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1. A S  2 9 . 5 3 . 0 2 5 ( a )  is a m e n d e d  to read:

10 (a) A  m u n i c i p a l i t y  [ M U N I C I P A L I T I E S ]  m a y  e x c l u d e  o r  e x e m p t  or

11 p a r t i a l l y  e x e m p t  r e s i d e n t i a l  p r o p e r t y  f r o m  t a x a t i o n  b y  o r d i n a n c e

12 r a t i f i e d  b y  th e v o t e r s  at a r e g u l a r  o r  s p e c i a l  e l e c t i o n .  [AN E X C L U -

13 S I O N  O R  E X E M P T I O N  A U T H O R I Z E D  B Y  T H I S  S E C T I O N  M A Y  N O T  E X C E E D  $ 1 0 , 0 0 0

14 F O R  A N Y  O N E  R E S I D E N C E . ]

-1- H B  2 5 5
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 

FISCAL NOTE

IRevision Date:

REQUEST
Bill/Resolution No.: HB 255
T itle : Exemption of Residential
________ Property____________________
Sponsor: Rep. Malone___________
Requestor; House C &■ ra_______
Date of Request:_____________

FISCAL DETAIL 
Agency Affected: c & ra
Program Category Affected: development

BRU, Program or Subprogram!s) Affected: 
  State Assessor------------------------

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
i*00 SUPPLIES 
500 EQUIPMENT 
600 LAND & STRUCTURES 
700 CRANTS, CLAIMS 
800 MISCELLANEOUS

TOTAL OPERATING

1 CAPITAL I

E 1(3.226.0) 1(3.420.0) 1(3,625.0) 1(3,843.0) IREVENUE

FUNDING: (Thousands of Pol ars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Prepared By: Michael Worley, State Assessor______  Phone: 465-4730
Division:____MRAD

Approved by Commissioner:
Agency:_____ c & RA_______________

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83

Date: 1/24/84

Date: v £ /$ V



S T A T E  O F  A L A S K A  1 9 8 4  L E G I S L A T I V E  S E S S I O N  

F I S C A L  N O T E

j R e v i s /  ;n  D a t e ;  1 2 / 2 9 / 8 3[

B i l l / R e s o l u t i o n  N o .: HB  2 5 5 _____________

T i  t i e  : E x e m p t i o n  o f  R e s i d e n t i a l

p r o p e r t y _________________________________

A N A L Y S I S :

A s s u m p t i o n s :  T ^ e f°ur  m u n i c i p a l i t i e s  w h i c h  c u r r e n t l y  e m p l o y  t h e  $ 1 0 , 0 0 0
r e s i d e n t i a l  e x e m p t i o n ,  a n d  w h i c h  r e c e i v e  s u b s t a n t i a l l y  h i g h  

r e v e n u e s  t h r o u g h  t h e  t a x a t i o n  o f  o i l  a n d  g a s  p r o p e r t y ,  

w o u l d  o p t  f o r  % 1 0 0  e x e m p t i o n  o f  t h e i r  r e s i d e n t i a l  p r o p e r t y .

P o s i t i o n s :

O t h e r  E x p e n d i t u r e s :

F u n d i n g :

S e c t i o n  C o s t  A n a l y s i s :

C o m p u t a t i o n s :  A t t a c h e d

E c o n o m i c  I m p a c t :  R e v e n u e s  l o s t  t h r o u g h  t h e  o p e r a t i o n  o f  th e r e s i d e n t i a l

e x e m p t i o n  w o u l d  b e  s u p p l a n t e d  to s o m e  e x t e n t  b y  h i g h e r  m u n i c i p a l  t a x e s  on  

o i l  and  gas p r o p e r t i e s .  Th e S t a t e  f o r g i v e s  t h e  o i l  c o m p a n i e s  f o r  p a y m e n t s  

m a d e  to m u n i c i p a l i t i e s .  T h e r e f o r e  as t h e  oi l c o m p a n i e s '  l o c a l  t a x  b i l l s  

incr ea se,  the t a x  t h e y  p a y  to th e S t a t e  d e c r e a s e s  p r o p o r t i o n a t e l y .

I m p a c t  o n  L o c a l  G o v e r n m e n t :

S e e  P o s i t i o n  Paper.

A t t a c h m e n t s  C o m p u t a t i o n s



A t t a c h m e n t

% o f  r e v e n u e s  E s t i m a t e d  r e s i d e n t i a l  L o s s  o f
g e n e r a t e d f r o m  o i l r e v e n u e s r e v e n u e s
Sc g a s  p r o p e r t y t o  s t a t e

N o r t h  S l o p e  B o r o u g h 9 1 % X 4 4 8 2 , 0 0 0 = 4 4 3 8 , 6 0 0
F a i r b a n k s  N o r t h  S t a r 2 1 % X 1 0 , 7 2 1 , 0 0 0 = 2 , 2 5 1 , 4 0 0
K e n a i  P e n i n s u l a 1 0 % X 2 , 4 1 9 , 0 0 0 = 2 4 1 , 9 0 0
C i t y  o f  V a l d e z 9 4 % X 3 1 2 , 9 0 0 = 2 9 4 , 0 0 0

4 3 , 2 2 5 , 9 0 0



P .O . BOX 9 
KENAI, ALASKA 99611

H O U S E  B I L L  NO. 255 

b y  M a l o n e

" a n  A c t  r e l a t i n g  to the e x e m p t i o n  of r e s i d e n t i a l  

p r o p e r t y  f r o m  the p r o p e r t y  t a x . "

T h i s  b i l l  w o u l d  e x p a n d  t h e  R e s i d e n t i a l  P r o p e r t y  

T a x  E x e m p t i o n  c u r r e n t l y  f o u n d  in A S  29.53 .0 25.

C u r r e n t l y  m u n i c i p a l i t i e s  m a y  e x e m p t  up to $ 1 0 , 0 0 0  

of v a l u e  on r e s i d e n t i a l  p r o p e r t y .  T hi s  b i l l  c o ul d 

a l l o w  u n l i m i t e d  e x e m p t i o n  of r e s i d e n t i a l  p r o p e r t y  

as an option.

T h e  p u r p o s e  o f  t his L e g i s l a t i o n  is to g i v e  l o c a l  

g o v e r n m e n t s  the a u t h o r i t y  to e x c l u d e  or e x e m p t  or 

p a r t i a l l y  e x e m p t  r e s i d e n t i a l  p r o p e r t y  f r o m  

ta x a t i o n ;  p e n d i n g  r a t i f i c a t i o n  of o r d i n a n c e s  b y  

the v o t e r s .  In es se nce , this  b i l l  is a st e p  tow ard  

i n c r e a s i n g  the c o n t r o l  an d f l e x i b i l i t y  l oc al  

g o v e r n m e n t s  s h o u l d  h a v e  o v e r  t h e i r  ta xin g 

s t r u c t u r e  and po licies.

* It s h o u l d  be  n o t e d  this b i l l  i m p o s e s  no 

o b l i g a t i o n  o n  the s t at e to c o m p e n s a t e  for  r e d u c e d  

r e v e n u e s ,  if l o c a l  v o t e r s  w i s h  to r e d u c e  or 

a b o l i s h  t h e i r  p r o p e r t y  tax.

(Alaska jita ie  ^legislature

R E P R E S E N T A T I V E  H U G H  M A L O N E
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fiec. 29.8.1.025. Optional exemptions a n d  exclusions, (al 

Municipalities m a y  exclude or exempt or partially exempt, residential 

property IVom taxation by ordinance ratified by the voters al a regular 

or special election. A n  exclusion or exemption authorized by this 

section m a y  not exceed $10,000 for any one residence.

(b) Municipalities m a y  by ordinance

(1) classify boats and vessels for purposes of taxation and m a y  

establish the assessed valuation of boats and vessels on the basis of 

their registered or certificated net tonnage; a tax based upon a tonnage 

valuation shall not exceed $0 a year for a boat or vessel of less than live 

net tons and shall not exceed $15 a year for a boat or vessel of more 

than five net tons;

(2) classify and exempt from taxation

(A) the household furniture over $500 in value and the effects of the 

head of a family or a householder; and

(B) the property of an organization not organized for business or 

profit-making purposes and used exclusively for community purposes, 

provided that income derived from rental of such property does not 

exceed the actual cost to the owner of the use hv the renter; and

(C) historic sites, buildings and monuments;

(D) land of a nonprofit organization used foragricultural purposes if 

rights to subdivide the land are conveyed to the state and the 

conveyance includes a covenant restricting use of the land to 

agricultural purposes only; rights conveyed to Ihe state under this 

subparagraph, m a y  be conveyed by the stale only in accordance with A S  

38.05.069(c).

(c) The provisions of (a) of this section notwithstanding,

(1) a h o m e  rule or first or second class borough may, by ordinance, 

adjust its property tax structure in whole or in part to the property tax 

structure of a city within it, including but not limited to, excluding 

personal property from taxation, establishing exemptions, and 

extendi’ig the redemption period;

(2) ?. h o m e  rule or first class city shall have the same power to grant 

exemptions or exclude property from borough taxes that it has as to city 

taxes, provided that the exemptions or exclusions have been adopted as 

to city taxes and further provided that the city appropriate to the 

borough sufficient, m oney to equal revenues lost by the borough 

because of the exemptions or exclusions, the amount, to be determined 

annually by the assembly without weighted voting;

(3) a h o m e  rule or general law city within an organized borough 

may, by ordinance, adjust its property tax structure in whole or in part 

to the property tax structure of the borough, including but not limited 

to exempting or partially exempting property from taxation.

(d) Exemptions or exclusions from property tax which have been 

granted by h o m e  rule municipalities in addition to exemptions 

authorized or required by law, and which arc in effect on September 10, 

1972 and not later withdrawn, are not affected by this Act.
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(e) Municipalities m a y  l>y ordinance classify and exempt or partially 

exempt from taxation privately owned land, wet land and water areas 

for which a scenic, conservation, or public recreation use easement is 

granted to a governmental body. To be eligible for a tax exemption, or 

partial exemption, the easement must be in perpetuity. However, the 

casement is automatically terminated before an eminent domain 

taking of fee simple title or less than fee simple title to the property so 

that the property owner is compensated at a rale which does not. relied 
the easement grant.

(0 A  municipality m a y  by ordinance exempt from taxation all or any 

part of the increase in assessed value of improvements to real property 

if an increase in assessed value is directly attributable to alteration of 

the natural features of the land or n e w  maintenance, repair or 

renovation of an existing structure and if the alteration, maintenance, 

repair or renovation, w h e n  completed, enhances the exterior 

appearance or aesthetic quality of the land or structure. N o  exemption 

m a y  be allowed under this subsection for the construction of an 

improvement to a structure if the principal purpose of the improvement 

is to increase the amount of space for occupancy nr nonresidential use 

within the structure or for the alteration of land as a consequence of 

construction activity. A n  exemption provided in this subsection m a y  

continue for up to four years from the date the improvement is 

completed or from the date of approval for the exemption by the local 

assessor, whichever is later.

(g) A  municipality m a y  by ordinance exempt from taxation all or 

any part of the increase in assessed value of improvements to a single 

family dwelling if the principal purpose of the improvement is to 

increase the amount of space for occupancy. A n  exemption provided in 

this subsection m a y  continue for up to two years from the date the 

improvement is completed or from the date of approval of an 

application for the exemption by the local assessor, whichever is later. 

(§ 2 ch 118 S L A  1972; a m  § 2 ch 1 F S S L A  1973; a m  ii 1 ch 33 S L A  

1975; a m  § 1 ch 111 S L A  1976; a m  § 1 ch 262 S L A  1976; a m  § I ch 95 

S L A  1977; a m  § 31 ch 9*1 S L A  1980)

Effect of amendments. —  The 1973 
amendment added the second sentence of 
subsection (a).
The 1975 amendment ndded subsection

(e). f
The first 1976 amendment added 

paragraph (31 of subsection (c).
The second 1976 amendment ndded

t-ity may not exempt property 
without express authority.— The au­
thority of a municipal corporation to 
allow exemptions of particular prop­
erty from taxation, unless expressly 
conferred by law, has very generally 
been denied. Valentine v. City of 
Juneau. HIS F.2d 901 (Pth fir. 19291.
Ordinance exempting from loeal 

taxation any rlass of real or personal 
property.— A home rule city has the 
power to enart an ordinance exempt­
ing from local taxation any class of 
real or personal property, if snrh an 
exemption is not prohibited by the 
city's home rule charter. 1969 Op. 
Att’y Gen., No. 1.
Valuation of full and true value 

not precluded. —  The fact that first

paragraph (21(11) of subsection (b).
The 1977 amendment added subsections

(f) and (gl.
The 1980 amendment deleted "adopted 

without weighted voting" near the 
beginning of paragraph (1) of subsection 
(c).

class cities may ebonse the tonnage 
valuation of ships for the purposes 
of taxation does not preclude them 
from making a valuation of full and 
true value for the purposes of taxa­
tion. It necessarily follows that boats 
and vessels should he valued at full 
and true value for the purpose of 
AS 1). 17.0H) et sei|. IPlVJ Op. Att'y 
Gen., No. IK.

Rules applicable to second class 
cities.— The rules applicable to boats 
and vessels in first class cities apply 
equally to those under the jurisdic­
tion of second class cities. 1962 Op. 
Att’y Gen.. No. 18.
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from the beginning of the first sentence, 
added the language beginning "up to and 
including an assessed value limit” to the 
end of that sentence, and added the former 
Becond sentence.
The third 1976 amendment added the 

second sentence of subsection (g), added 
"Except as provided in (g) of this section,” 
to the beginning of subsection (h), and 
deleted the former second sentence of sub­
section (h), which read "However, under
(e) —  (i) of this section only the amount of 
revenue lost to the municipality by reason 
of the exemption authorized in those provi­
sions may be reimbursed to the munic­
ipality by the state.” .
The 1977 amendment, in subsection (e), 

deleted "up to and including an assessed

value limit determined no later thim Jan­
uary 15 of each year by the commissioner 
of the Department of Community nnd 
Regional Affairs" from the end of the flrM 
sentence and deleted the former second 
sentence, which read "The assessed va|u, 
limit is the upper limit of the third 
quartile class in a frequency distribution 
of previous year assessed values in (In­
state.”
The first 1980 amendment, added para- 

graph (7) of subsection (a) and subsection 
(j).
The second 1980 amendment, cdderf 

paragraph (8) of subsection (a).
The 1983 amendment, effective January 

1, 1984, added paragraph (a)(9) and sub­
sections (k) and (1).

-■ n o t e s  t o  d e c i s i o n s

Strict construction. : . v
The courts must narrowly construe stat­

utes granting tax exemptions. Greater 
Anchorage Area Borough v. Sisters of 
Charity of House of Providence, Sup. Ct. 
Op. No. 1299 (File No. 2445), 553 P.2d 467 
(1976).
Burden of showing eligibility for 

exemption. —  A  taxpayer claiming a tax 
exemption has the burden of showing that 
the property is eligible for the exemption. 
Greater Anchorage Area Borough v. Sis- 
terj of Charity of House of Providence, 
Sup. Ct. Op. No. 1299 (File No. 2445), 553 
P.2d 467 (1976).
Exclusive use for nonprofit reli­

gious, etc., purposes must be shown. In 
order to qualify for an exemption, the 
taxpayer must show not benefits, but 
exclusive use for nonprofit religious,, 
charitable, cemetery, hospital or educa­
tional purposes. Greater Anchorage Area 
Borough v. Sisters of Charity of House of 
Providence, Sup. Ct. Op. No. 1299 (File No. 
2445), 553 P.2d 467 (1976).
When the property in question is used 

even in part by nonexempt parties for their 
private business purposes, there can be no 
exemption. Greater Anchorage Area Bor­
ough v. Sisters of Charity of House of Pro­

vidence, Sup. Ct. Op. No. 1299 (File Nn 
2445), 553 P.2d 467 (1976).
Actual use rather than owner's use 

should be analyzed fn determining ehci. 
bility for an exemption. Greater 
Anchorage Area Borough v. Sister, of 
Charity of House of Providence, Sup ft 
Op. No. 1299 (File No. 2445), 553 P.2d 4*7 
(1976). .
Office space rented to doctor* 

engaged in private practice. —  Office 
space in a building partially used cvciu- 
Bively for nonprofit hospital purpu-c*. 
rented to doctors engaged in the private 
practice of medicine by a nonprofit 
charitable and religious corporation, 
not exempt from taxation. Greater 
Anchorage Area Borough v. Sister- of 
Charity of House of Providence. Sup ft 
Op. No. 1299 (File No. 2445), 553 P.'JJ 4*7 
(1976).
While the use of office space !>> 

doctor-tenants in conducting their pt:\..t< 
practices does provide incidental In i. -
to the adjacent hospital, the office h  • i> 
not used exclusively for hospital purtn- 
Greater Anchorage Area Borough 
tors of Charity of House of Provider:,, 
Sup. Ct. Op. ,7o. 1299 (File No. 2445 .iVJ 
P.2d 467 (1976).

Sec. 29.53.025. Optional e x e m p t i o n s  a n d  exclusions, (a) Munic­

ipalities m a y  exclude or exempt or partially exempt residential prop­

erty from taxation by ordinance ratified by  the voters at a regular or 

special election. A n  exclusion or exemption authorized by this section 

m a y  not exceed $10,000 for any one residence.
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Section
200. Regulations 
210. Definitions '
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>' A:F■{■}■ ’ H ' '• • >for7 J ‘ • i-s*rtf ••. ;mc81 A. >.i i K\;
Collateral references. —  71 Am. Jur. 

2d, State and Local Taxation, §§ 218 —  
’220.

84 C.J.S., Taxation, §§ 68, 314, 322, 
404.
Constitutional exemption from taxation 

as subject to legislative regulation 
respecting conditions of its assertion, 4 
ALR2d 744. r v .- . /.
Loading or unloading interstate freight 

in performance of obligation resting upon 
one other than interstate carrier as inter­
state commerce as regards local taxation, 
10 ALR2d 651.
Property destined for removal from state 

as subject to taxation therein, 11 ALR2d 
938.
Power of legislature to remit, release, or 

compromise tax claim, 28 ALR2d 1425.
• Validity of provision for exemption from 

taxation of property transferred to private 
parties for redevelopment purposes, 44 
ALR2d 1446.

m
‘ids i

r. ••-.•“tj'j.-M’s’v.!'- •: qitjlk(fr

-ii— i.-rj

lb Hi**- ifctw-'f
When right to refund of state or local 

taxes accrues, within statute limiting time ' 
for applying for refund, 46 ALR2d 1350: .!:J 
Legislative power to exempt from taxa- - ; 

tion property, purposes, or uses additional 
to those specified in constitution,, 61 • 
ALR2d 1031.
Financial hardship or inability to pay 

taxes as rendering inapplicable statutes 
denying remedy by injunction against as- 
sessment or collection of tax, 65 ALR2d 
550. ■ ■ • -V r A 1 :
Expenses and taxes deductible by lessee 

in computing lessor's oil and gas royalty or 
other return, 73 ALR2d 1056.
Right of property taxpayer to recover 

back taxes voluntarily but mistakenly 
paid a second or successive time, 84 ALR2d 
1133. • ‘
Transportation, freight, mailing, or 

handling charges billed separately to pur­
chaser of goods as subject to sales or use 
taxes, 2 ALR4th 1124. '

• itwl-Slic

■JWj

Sec. 43.56.010. L e v y  of tax. (a) A n  annual tax of 20 mills is levied 

each tax year beginning January 1,1974, on the full and.true value of 

taxable property taxable under thi- chapter. f .‘ ‘

' (b) A  municipality m a y  levy and collect a tax under A S  29.53.045 at 

the rate of taxation that applies to other property taxed by the m u n i c­

ipality. T h e  tax shall be levied at a rate no higher than the rate 

applicable to other property taxable by the municipality. No, m u n i c­

ipality m a y  exempt from taxation property authorized to be taxed 

under this chapter. Exemptions shall be limited to those in A S  

29.53.020, 29.53.025 and A S  43.56.020. ' * * . - • »  ■ *
(c) If the total value of assessed property of a municipality taxing 

under A S  29.53.045(c) exceeds the product of 225 per cent of the aver­

age per capita assessed full and true value of property in the state (to 

be determined by the department and reported to each municipality by 

January 15 of each year) multiplied by the n u m b e r  of residents of the 

taxing municipality, the department shall designate the portion of the 

tax base against which the local tax m a y  be applied. For purposes of 

this subsection the average per capita assessed full and true value of 

property in the state shall be calculated without regard to the assessed 
value,nfJaxahlp property under A S  43 5ft----------------------

(d) A  tax paid to a municipality under A S  29.53.045 on or before 

June 30 of the tax year shall be credited against the tax levied under

1 5 0
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§ 43.56.020 R e v e n u e  a n d  T a x a t i o n

(a) of this section for that tax year. If, however, a 

municipality until after J u n e  30 of the taxable ye 

upon application shall refund to the taxpayer the 

to the municipality under A S  29.53.045. T h e  credit or refund of taxes 

paid to a municipality m a y  hot exceed the total a m o u n t  of tax levied 

by the department upon the taxpayer for the tax year, under (a) of this 

section. (§ 1 ch 1 F S S L A  1973; a m  § 7 ch 159 S L A  1975; a m  §§ 1,2 ch

S L A  1976)

. m  v.i

!,V* '• N O T E S  T O  DECISIONS

: •• xvg .:••••.! .v ISh'tJMt4# . ' ■t
Municipal taxation of A S  43.56 prop­

erty m a y  only occur as authorized 
under A S  29.53.045. North Slope Bor­
ough v. Sohio Petroleum Corp., Sup. Ct. 
Op. No. 1750 (File Nos. 3460, 3513,3659), 
585 P.2d 534 (1978).
And all of it is entitled to a state tax 

credit North Slope Borough v. Sohio 
Petroleum Corp., Sup. Ct. Op. No. 1750 
(File Nos. 3460, 3513, 3659), 585 P.2d 534 
(1978).
Regulation denying credit held 

invalid. —  An emergency regulation 
which denied a credit against the tax 
levied by the state under subsection (a) of 
this section for property taxes collected by

.ii-atdaA -'5";2r

municipalities in excess of the limitations 
set forth in AS 29.53.045 and 29.53.050(b) 
was invalid since subsection (d) of this sec­
tion mandates that all taxes paid under AS 
29.53.045 are to be credited against the 
levy of subsection (a). North Slope Bor­
ough v. Sohio Petroleum Corp., Sup. Ct. 
Op. No. 1750 (File Nos. 3460, 3513,3659), 
585 P.2d 534 (1978). «- •• . r'
As to effect of A S  29.53.055, relating 

to limitations on taxes to pay bonds, on 
A S  29.53.045, see North Slope Borough v. 
Sohio Petroleum Corp., Sup. Ct. Op. No. 
1750 (File Nos. 3460,3513,3659), 585 P.2d 
534 (1978).

Sec. 43.56.020. E x e m p tions, (a) T h e  following are exempt from 

local taxes levied or authorized under A S  43.56.010(b):

(1) property rights attached to or inherent in the right to explore for 

or produce oil or gas; <- '-h. *

' (2) oil or gas leases or properties, whether producing or not; ' ; [

(3) oil or gas in place; ‘ ... ■!’, .  ..

(4) oil or gas produced or extracted in the state; t. i ■ vs «;.<

(5) the value of intangible drilling expenses and exploration 

expenses; . '* ' •" - • .Wi:.
(6) a n  interest in property described in A S  43.55.010(b). .

(b) There is exempt from state taxes lev jd or authorized under A S  

43.56.010(a), before the construction c o m m e n c e m e n t  date, property 

which is committed by contract or other agreement for use in this state 

primarily for the production or pipeline transportation of gas or 

unrefined oil, or in the operation or maintenance of facilities for the 

production or pipeline transportation of gas or unrefined oil. •

(c) In (a) (2) of this section, "properties” m e a n s  mineral interests in 

oil and gas and working interests, royalty interests, and overriding 

royalty interests in oil and gas leases. (§ 1 ch 1 F S S L A  1973; a m  § 26 

ch 208 S L A  1975) ’
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The 1976 amendment, in subsection (a), sentence, and added "for the preceding
substituted "uses incompatible with farm seven years" at the end of the fourth sen-
use” for "other than farm use purposes,” "a tence.
use incompatible with farm use” for The 1978 amendment substituted "May 
"nonfarm use" and "eight per cent” for 15” for "February 1” in the first sentence of
"five per cent” in the third sentence, subsection (b).
inserted "at the current mill levy" in that

Sec. 29.53.045. T a x  o n  oil a n d  gas production a n d  pipeline 

property, (a) A  municipality m a y  levy and collect taxes on taxable 

property taxable under A S  43.56.010 —  43.56.210 only by using one of 

the methods set out in (b) or (c) of this section.

(b) A  municipality m a y  levy and collect a tax on the full and true 

value of taxable property taxable under A S  43.56.010 —  43.56.210 as 

valued by the Department of R evenue at a rate not to exceed that which 

produces a n  a m o u n t  of revenue from the total municipal property tax 

equivalent to $1,500 a year for each person residing within its bound­
aries.'■ ‘lr- • • • ‘ ...... .1,«••••'•

(c) A  municipality m a y  levy and collect a tax on the full and true 

value of that portion of taxable property taxable under A S  43.56.010 —  

43.56.210 as assessed by  the Department of Revenue which value, 

w h e n  combined with the value of property otherwise taxable by the 

municipality, does not exceed the product of225 per cent of the average 

per capita assessed full and true value of property in the state- 

multiplied by the n u m b e r  of residents of the taxing municipality. For 

purposes of this Bubsection the average per capita assessed full and 

true value of property in the state shall be calculated without regard 

to the assessed value of taxable property under A S  43.58.010 —  

43.58.200. v  •

(d) B y  February 1 of each assessment year a taxing municipality 

mu s t  inform the Department of Revenue which method of taxation the 

municipality will use. >r.

(e) For purposes of this section, population shall be determined by 

the commissioner of c o m m u n i t y  and regional affairs based on the latest 

statistics of the United States Bureau of the Census or on other reliable 

population data, and shall advise each municipality of its population a.- 

so determined by January 15 of each year. (§ 3 ch 1 F S S L A  1973; atn 

§ 6 ch 159 S L A  1975; a m  § 8 ch 107 S L A  1976)

„ -* t j i  ■, , *l - •« . • - • » • . •* ■ ^
Effect of amendments. —  The 1975 , Editor's notes. —  Section 8, ch 1.V.‘

amendment, in subsection (c), inserted SLA 1976, contains a severability ci..>. <
"value" following "Department of Revenue Legislative history reports. —  r.r
which” in the first sentence and added the report on ch. 107, SLA 1976 (SCS CSHI
second sentence. 683). see 1976 House Journal, p. 556
The 1976 amendment substituted 

"$1,500” for "$1,000" near the end of sub- y "
section (b). h . (•,.;)

. „. , .* .-j.ud. ’• •• .• -• . ,'.*u
I- - : ; v  -.!>,.•!• *•s't'ini--. •-:*v *•“ '• .< . .

■ .ST.- 4v.... f-r hi i «> ■■
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M u n i c i§ 29.53.050

NOTE;

Alaska Statutes 29.53.055 
29.58.180(a) authorize taxes to pay 
municipal bonds, independent of 
limitations of this section or 
29.53.050, and regardless of whether 
bonus are in default or default is pent 
North Slope Borough v. Sohio Petrol 
Corp., Sup. Ct. Op. No. 1750 (File 
3460, 3513, 3659), 585 P.2d 534 (197i 
Alaska Statute 29.53.055, liter 

read, does not rend or this section 
A S  29.53.050 meaningless. AS 29.53 
applies only to debt financing. The 1 
tations of this section and AS 29.53 
apply to operating revenues. Mt 
because they do not also curb taxes to 
for bonds does not render them nulli 
North Slope Borough v. Sohio Petrol 
Corp., Sup. Ct. Op. No. 1750 (File I 
3460, 3513, 3659), 585 P.2d 534 (197i 
Municipal taxation of A S  43.56.01 

43.56.210 property m a y  only occu: 
authorized under this section. N 
Slope Borough v. Sohio Petroleum Ct 
Sup. Ct. Op. No. 1750 (File Nos. 3 
3513, 3659), 585 P.2d 534 (1978).
The first sentence of AS 29.53.055 

• to suspend the limitations imposed by 
section but not the language which au 
rizes taxation of AS 43.56.010 —  43.56 
property. North Slope Borough v. S 
Petroleum Corp., Sup. Ct. Op. No. 1 
(File Nos. 3460,3513, 3659), 585 P.2d 

,(1978).
*\i % '• *• * *»i*••

Sec. 29.53.050. T a x  limits 

tax for any purpose in excess oi 

of property within the munici;

(b) N o  municipality, or coml 

s a m e  geographical area, in w h  

will result in tax revenues fror, 

each person residing within th< 

w h e n  combined with the valu 

municipality, exceed the prod 

capita assessed full and true v 

by the n u m b e r  of residents of 

municipalities occupying the ; 

part, attempt to levy a tax (1) 1 

in tax revenues from all sou. 

£ person residing within their bo 

' combined with the value of pr 

I  ipality, exceed the product of 

* assessed full and true value of
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Uect a tax on  the full 
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act of 225 per cent of the average 
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agional affairs based on the latest^ 

of the Census or on other reliable: 

i municipality of its population as :i 

year. (§ 3 ch 1 F S S L A  1973; amjs' 

S L A  1976) • W

Editor’s notes. —  Section 8, ch. 159, 
iLA 1975, contains a Beverability clause. 
Legislative history reports. —  For 
eport on ch. 107, SLA 1976 (SCS CSHB 
i83). see 1976 House Journal, p. 556.

Municipal G o v e r n m e n t  

N O T E S  T O  DECISIONS
' • . ’ • » , j- i ‘ J; • I 'U r}

Alaska Statutes 29.53.055 and 
29.58.180(a) authorize taxes to pay for 
municipal bonds, independent of the 
limitations of this section or AS 
29.53.050, and regardless of whether the 
bonds are in default or default is pending. 
North Slope Borough v. Sohio Petroleum 
Corp., Sup. Ct Op. No. 1750 (File Nos. 
3460, 3513, 3659), 585 P.2d 534 (1978).
Alaska Statute 29.53.055, literally 

read, does not render this section and 
A S  29.53.050 meaningless. A S  29.53.055 
applies only to debt financing. The limi­
tations of this section and AS 29.53.050 
apply to operating revenues. Merely 
because they do not also curb taxes to pay 
for bonds does not render them nullities. 
North Slope Borough v. Sohio Petroleum 
Corp., Sup. Ct. Op. No. 1750 (Filo Nos. 
3460, 3513, 3659), 585 P.2d 534 (1978).
Municipal taxation of A S  43.56.010 —  

43.56.210 property may or’y occur as 
authorized under this section. North 
Slope Borough v. Sohio Petroleum Corp., 
Sup. Ct. Op. No. 1750 (File Nos. 3460, 
3513, 3659), 585 P.2d 534 (1978).
The first sentence of AS 29.53.055 acts 

to suspend the limitations imposed by this 
section but not the language which autho­
rizes taxation of AS 43.56.010 —  43.56.210 
property. North Slope Borough v. Sohio 
Petroleum Corp., Sup. Ct. Op. No. 1750 
(File Nos. 3460,351t. 3659), 585 P.2d 534 
(1978).

§ 2 9 .5 3 .0 5 0

The second sentence of AS 29.53.055 
does contain independent authorizing lan­
guage, "[tjaxes.:. may be levied,” but it 
may not be construed as a grant to tax AS 
43.56.010 —  43.56.210 property indepen­
dent of the authority of subsection (a) of 
this section (as distinct from its limi­
tations) because AS 43.50.030 and 
43.56.010(b) provide that municipalities 
may tax AS 43.56.010 —  43.56.210 prop­
erty only under this section. North Slope 
Borough v. Sohio Petroleum Corp., Sup. 
Ct. Op. No. 1750 (File Nos.. 3460, 3513, 
3659), 585 P.2d 534 (1978).
A n d  all of it is entitled to a state tax 

credit. North Slope Borough v. Sohio 
Petroleum Corp., Sup. Ct. Op. No. 1750 
(File Nos. 3460, 3513,3659), 685 P.2d 534 
(1978). • v -•>.
Regulation denying credit for tax 

levied under A S  43.56.010 —  43.56.210 
was invalid. —  An  emergency regulation 
which denied a credit against the tax 
levied by the state under AS 43.56.010(a) 
for property taxes collected by munic­
ipalities in excess of the limitations Bet 
forth in this section and A S  29.53.050(b) 
was invalid since AS  43.66.010(d) man­
dates that all taxes paid under AS 
29.53.045 are to be credited against the 
levy of AS  43.56.010(a). North Slope Bor­
ough v. Sohio Petroleum Corp., Sup. Ct. 
Op. No. 1750 (File Nos. 3460,3513, 3659), 
585 P.2d 534 (1978). . p-

, , <,> . ..... -1 ' • 1 f‘!

Sec. 29.53.050. T a x  limitation, (a) N o  municipality m a y  levy and 

tax for a n y  purpose in excess of three per cent of the assessed valuation 

of property within the municipality in any one year. * ’I  ■ :;.V ’

(b) N o  municipality, or combination of municipalities occupying the 

sa m e  geographical area, in whole or in part, m a y  levy taxes (1) which 

will result in tax revenues from all sources exceeding $1,000 a year for 

each person residing within their boundaries or (2) upon values which, 

w h e n  combined with the value of property otherwise taxable by the 

municipality, exceed the product of 225 per cent of the average per 

capita assessed full and true value of property in the state multiplied 

by the n u m b e r  of residents of the taxing municipality. If two or mo r e  

municipalities occupying the s a m e  geographical area, in whole or in 

part, attempt tc levy a tax (1) the combined levy of which would result 

in tax revenues from all sources exceeding $1,000 a year for each 

person residing within their boundaries or (2) upon values which, w h e n  

combined with the value of property otherwise taxable by the munic­

ipality, exceed the product of 225 per cent of the average per capita 

assessed full and true value of property in the state multiplied by the

1 6 3
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1 I N  T H E  H O U S E  B Y  M A L O N E

2 H O U S E  B I L L  NO. 255

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to th e e x e m p t i o n  of r e s i d e n t i a l

7 p r o p e r t y  f r o m  t h e  p r o p e r t y  t a x . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1. A S  2 9 . 5 3 . 0 2 5 ( a )  is a m e n d e d  to read:

L0 (a) A  m u n i c i p a l i t y  [ M U N I C I P A L I T I E S ]  m a y  e x c l u d e  o r  e x e m p t  o r

LI p a r t i a l l y  e x e m p t  r e s i d e n t i a l  p r o p e r t y  f r o m  t a x a t i o n  b y  o r d i n a n c e

L2 r a t i f i e d  b y  t h e  v o t e r s  at a r e g u l a r  o r  s p e c i a l  e l e c t i o n .  [AN E X C L U -

L3 S I O N  O R  E X E M P T I O N  A U T H O R I Z E D  B Y  T H I S  S E C T I O N  M A Y  N O T  E X C E E D  $ 1 0 , 0 0 0

L4 F O R  A N Y  O N E  R E S I D E N C E . ]
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C O M M I T T E E  R E P O R T  

H O U S E

4/6/83

Mr. Speaker:

The Commi ttee on

( X I )
F U R T H E R

Date . ; }  -  j ~  -  S ?  5
 I _____- ■■

FINANCE has had S5 HE 253

A n  Act establishing a special investment tax credit; and providing 
for an effective date.

tinder consideration and reports it back as follows:

do pass [ ] do not pass

do pass w ith  attached amendments( s )
/ '

replace w ith CS fo r  2) *2 ( L 7 )
   —  7“

and recommends W~a

[ ] 

[ / J

[ ] 

[ 1 

[ ]

[yf ] same t i t l e  
[ j new t i t l e

AND attaches a "L e tte r o f In te n t"  

reports i t  back w ithou t recommendation 

re fe rred  to the

N e w  F i s c a l  N o t e  

'J Z e r o  F i s c a l  N o t e  A t t a c h e d

C o m m i  t t e e

MEMBERS SIGNING 
DO PASS

y f - -  " >

MEMBERS HAVING 
OTHER RECOMMENDATIONS:

- ...

( / I ■■f

- 4  .A

\ \Y \
. Ii, JXW* a

\
W

y j •>

/  JyS / . /£... -X-

/

/ ___________________ '  ' -V iA y/ - __
  ' • OH AIRMAN
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I N  T H E  H O U S E

CS F O R  S P O N S O R  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 2 5 8  (L&C) 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

BY THE LABOR AND
COMMERCE COMMITTEE

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  e s t a b l i s h i n g  a s p e c i a l  i n v e s t m e n t  t a x  c r e d i t ;

7 a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1. L E G I S L A T I V E  F I N D I N G S  A N D  I N T E N T .  T h e  l e g i s l a t u r e  f i n d s

10 a n d  d e c l a r e s  t h a t

11 (1) t h e r e  e x i s t  a r e a s  of t h e  s t a t e  s o u t h  o f  t h e  A r c t i c  C i r c l e  in

12 w h i c h  t h e  f a c t o r s  of  e s t a b l i s h e d  p o p u l a t i o n  c e n t e r s ,  e s t a b l i s h e d  i n f r a -

13 s t r u c t u r e ,  a c c e s s  to i c e - f r e e  p o r t s ,  a n d  s u b s t a n t i a l  u n c o m m i t t e d  r e s e r v e s

14 of n a t u r a l  ga s c o m b i n e  to p r o v i d e  a n  o p t i m u m  b a s i s  f o r  gas  p r o c e s s i n g

15 d e v e l o p m e n t  f o r  a n  e x p o r t  m a r k e t ;

16 (2) d e v e l o p m e n t  o f  g a s  p r o c e s s i n g  f a c i l i t i e s  i n  t h e  a r e a s  w i l l

17 m i n i m i z e  a d v e r s e  p o p u l a t i o n  a n d  e n v i r o n m e n t a l  i m p a c t s  o n  t h e  o t h e r  a r e a s  of

18 t h e  st at e ;

19 (3) d e v e l o p m e n t  of g a s  p r o c e s s i n g  f a c i l i t i e s  i n  t h e  a r e a s  w i l l

20 p r o m o t e  f u l l  a n d  s t a b l e  e m p l o y m e n t ,  p r o m o t e  t h e  c r e a t i o n  o f  e x p o r t  m a r k e t s

21 f o r  t h e  n a t u r a l  e n e r g y  r e s o u r c e s  of t h e  sta te,  a n d  p r o m o t e  t h e  l o n g 1t e r m

22 d e v e l o p m e n t  of o t h e r  n a t u r a l  r e s o u r c e s  i n  t h e  sta te;

23 (4) it is i n  the  s t a t e w i d e  p u b l i c  i n t e r e s t ,  a n d  is d e c l a r e d  to

24 b e  a p u b l i c  p u r p o s e ,  to p r o m o t e  th e p r o s p e r i t y  a n d  g e n e r a l  w e l f a r e  o f  al l

25 c i t i z e n s  o f  t h e  s t a t e  b y  s t i m u l a t i n g  t h e  d e v e l o p m e n t  of g as  p r o c e s s i n g

26 f a c i l i t i e s  in s u c h  a re a s ;

27 (5) it is f u r t h e r  i n  t h e  s t a t e w i d e  p u b l i c  i n t e r e s t ,  a n d  is

28 d e c l a r e d  to be  a p u b l i c  p u r p o s e ,  to p r o m o t e  t h e  e x p l o r a t i o n ,  d r i l l i n g  of

29 w e l l s ,  d e v e l o p m e n t ,  a n d  m i n i n g  of m i n e r a l s  a n d  o t h e r  n a t u r a l  d e p o s i t s

-1- CSSSHB 2 5 8 (L&C)



1 ( o t h e r  t h a n  o i l  a n d  gas)  i n  t he  st at e ,  to a s s i s t  t h e  s t a t e  b y  d i v e r s i f y i n g

2 its e c o n o m y ,  to m a k e  it l e s s  d e p e n d e n t  o n  oil  a n d  gas ,  p r o v i d e  i n c r e a s e d

3 e m p l o y m e n t  o p p o r t u n i t i e s  a n d  p r o v i d e  a n  i n c e n t i v e  f o r  i n v e s t m e n t  i n  t h e

4  state; a n d

5 (6) t h e  e s t a b l i s h m e n t  o f  a s p e c i a l  i n v e s t m e n t  t a x  c r e d i t  is

6 n e c e s s a r y  i n  o r d e r  to p r o m o t e  a n d  a c c o m p l i s h  t h e  o b j e c t i v e s  l i s t e d  i n  (1) -

7 (5) of t hi s  s e c t i o n .

8 * Sec. 2. A S  4 3 . 2 0 . 0 2 1 ( d )  is a m e n d e d  t o  read:

9 (d) W h e r e  a c r e d i t  a l l o w e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e  is

10 al s o  a l l o w e d  i n  c o m p u t i n g  A l a s k a  i n c o m e  tax, it is l i m i t e d  to 18

11 p e r c e n t  f o r  c o r p o r a t i o n s  of t h e  a m o u n t  o f  c r e d i t  d e t e r m i n e d  f o r  fed-

12 er a l  i n c o m e  t a x  p u r p o s e s  w h i c h  is a t t r i b u t a b l e  to A l a s k a .  T h i s  l i mi -

13 t a t i o n  s h a l l  n o t  a p p l y  to t h e  c r e d i t s  a l l o w e d  b y  A S  4 3 . 2 0 . 0 3 6 ( j )  a n d

14 I k L .

15 * Sec. 3. A S  4 3 . 2 0 . 0 3 6  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

16 (j ) F o r  p u r p o s e s  of c a l c u l a t i n g  i n c o m e  t a x  p a y a b l e  u n d e r  t h i s

17 c h a p t e r  t h e  t a x p a y e r  m a y  a p p l y  as a c r e d i t  a g a i n s t  a t a x  l i a b i l i t y  100

18 p e r c e n t  o f  the  i n v e s t m e n t  c r e d i t  a l l o w e d  as to f e d e r a l  t a x e s  u n d e r

19 I n t e r n a l  R e v e n u e  C o d e  S e c t i o n  38 (26 U . S . C .  38 P.L. 8 7 - 8 3 4 )  o n  t h e

20 full a m o u n t  of  q u a l i f i e d  i n v e s t m e n t  p u t  i n t o  u s e  s o u t h  o f  t h e  A r c t i c

2 1  C i r c l e  i n  the  s t a t e  f o r  e a c h  t a x a b l e  y e a r  f o r  g a s  p r o c e s s i n g  f a c i l i -

22  ties; f o r  the  p u r p o s e s  of t hi s  p a r a g r a p h ,  " ga s  p r o c e s s i n g  f a c i l i t i e s "

23 m e a n s  p l a n t s  a n d  f a c i l i t i e s  f o r  p r o c e s s i n g  a n y  p r o d u c t ,  o t h e r  t h a n

24  c r u d e  oil, o f  a n  oil o r  gas w e l l ,  i n c l u d i n g  b u t  n o t  l i m i t e d  to liqu e-

25 f ie d  n a t u r a l  g as, m e t h a n o l  a n d  u r e a  p r o c e s s i n g  p l a n t s  a n d  f a c i l i t i e s ,

26 e x c l u d i n g  a n y  p i p e l i n e s  f r o m  o i l  a n d  g as  w e l l s  to a n y  p l a n t s  a n d

27 f a c i l i t i e s .  T h e  a m o u n t  of c r e d i t  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l

28 no t b e  s u b j e c t  to th e l i m i t a t i o n s  i m p o s e d  b y  (b) of t h i s  s e c t i o n ,  but

29 any c r e d i t  w h i c h  is a l l o w e d  u n d e r  t hi s  s u b s e c t i o n  s h a l l  n o t  a l s o  b e

C S S S H B  2 5 8 ( L & C )  - 2 -



1 a l l o w e d  u n d e r  (b) of t h i s  s e c t i o n .  N o  c r e d i t  s h a l l  b e  a l l o w e d  u n d e r

2 th i s  s u b s e c t i o n  f o r  a n y  i n v e s t m e n t  c r e d i t  w h i c h  is a l l o w e d  as to

3 f e d e r a l  t a x e s  f o r  l e a s e d  p r o p e r t y  by  r e a s o n  of s e c t i o n  1 6 8 ( f ) ( 8 )  P.L.

4 9 7 - 3 4  of t h e  I n t e r n a l  R e v e n u e  C o d e  (26 U . S . C .  1 6 8 ( f ) ( 8 )  P.L. 97-34).

5 (k) F o r  p u r p o s e s  o f  c a l c u l a t i n g  i n c o m e  t a x  p a y a b l e  u n d e r  t h i s

6 c h a p t e r  t h e  t a x p a y e r  m a y  a p p l y  as a c r e d i t  a g a i n s t  a t a x  l i a b i l i t y  100

7 p e r c e n t  o f  ti-i i n v e s t m e n t  c r e d i t  a l l o w e d  as to f e d e r a l  t a x e s  u n d e r

8 I n t e r n a l  R e v e n u e  C o d e  S e c t i o n  38 (26 U . S . C .  38 P.L. 8 7 - 8 3 4 )  o n  the

9 f u l l  a m o u n t  of  q u a l i f i e d  i n v e s t m e n t  p u t  i n t o  u s e  i n  t h e  s t a t e  f o r  e a c h

10 t a x a b l e  y e a r  f o r  e x p l o r a t i o n ,  d r i l l i n g  of  w e l l s ,  d e v e l o p m e n t ,  or

11 m i n i n g  of t h e  n a t u r a l  d e p o s i t s  l i s t e d  i n  S e c t i o n  6 13 ( b )  of  th e

12 I n t e r n a l  R e v e n u e  C o d e  (26 U . S . C .  6 1 3 ( b ) ) ( P . L .  8 9 - 8 0 9  a n d  P.L. 8 8 - 5 7 1 ) ;

13 f o r  t h e  p u r p o s e  of this s u b s e c t i o n ,  " m i n i n g "  h a s  the m e a n i n g  g i v e n  i n

14 S e c t i o n  6 1 3 ( c ) ( 2 )  of t h e  I n t e r n a l  R e v e n u e  C o d e  (26 U . S . C .  6 1 3 ( c ) ( 2 )

15 P.L. 8 5 - 8 6 6 ) .  T h e  a m o u n t  o f  c r e d i t  a l l o w e d  u n d e r  this s u b s e c t i o n

16 s h a l l  n o t  b e  s u b j e c t  to t h e  l i m i t a t i o n s  i m p o s e d  b y  (b) o f  thi s

17 s e c t i o n ,  b u t  a n y  c r e d i t  w h i c h  is a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l

18 n o t  a l s o  b e  a l l o w e d  u n d e r  (b) o f  this s ect i o n .  C r e d i t  s h a l l  n o t  b e

19 a l l o w e d  u n d e r  th i s  s u b s e c t i o n  f o r  a n y  i n v e s t m e n t  c r e d i t  w h i c h  is

20 a l l o w e d  as to f e d e r a l  t a x e s  f o r . l e a s e d  p r o p e r t y  b y  r e a s o n  of S e c t i o n

2 1  1 6 8 ( f ) ( 8 )  of  the  I n t e r n a l  R e v e n u e  C o d e  (26 U . S . C .  1 6 8 ( f ) ( 8 )  P.L.

22 97-34).

23 *  Sec.. 4. T h i s  A c t  a p p l i e s  to t a x  y e a r s  b e g i n n i n g  a f t e r  D e c e m b e r  31,

24 1983.

25 *  Sec. 5. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in  a c c o r d a n c e  w i t h  A S  01.-

26 1 0. 07 0 ( c ) .
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v/ifcas*
STATE OF ALASKA 

FISCAL NOTE R e v i s i o n  D a t e  u / ~

I. REQUEST
Bill/Resolution No: CSSSHB 258

I I .  FISCAL DETAIL
Agency Affected: Revenue

T itle : Special Investment Tax Credit Program Category Affected: Coll . & Mgmnt
Sponsor: Hayes & Szymanski BRU, Program of Subprogram(s) Affected:
Requestor: . Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)
I 1 FY ,83 •1 FY 84 I FY 85 1 FY 86 1 FY 87 1 FY 88
I OPERATING --I.-. 1 1 1 1 1
I 100 PERSONAL SERVICES I 
I 200 TRAVEL 1 
I 300 CONTRACTUAL I 
I 400 COMMODITIES | 
I 500 EQUIPMENT I 
I 600 LANDS & STRUCTURES I 
I 700 GRANTS, CLAIMS, ETC. I 
1 1

1 - 1 
1 - 1 
1 - I 
I - 1

. 1 . - 1
•jc* - |
1 1 
1 !

1
! -
!
1
1
i
1
1

1
1
i
I
1
I
1
1

1
!
!
I
!
1
i
1

| ' " TOTAL OPERATING | 1 - 1 1 1 1

I CAPITAL I 1 - 1
\

1 1 1 -

! REVENUE" | 1 - 1 — 1 1 1

FUNDING: (Thousands of Dollars)
I GENERAL FUND 1 
I FEDERAL FUNDS I 
1 OTHER (Specify Source) 1 • - 
:• 1 -

1 - 1 
! - 1 
1 - I 
1 - 1

-
I
;
i
i

1
1
!
1

I
I
!
1

POSITIONS:
I FULL-TIME I 
1 PART-TIME I 
1 TEMPORARY 1 
1 1 -

1 - 1 
1 - 1 
1 - 1 
1 - 1

-
i
i
i
i

1 - ‘ 
I 
1 
1

1
I
1
1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

•
ANALYSIS: Attach a separate page for any Analysis.

Prepared By: Vincent D. Wright Phone: 465-273
Division: Revenue - Research /  / Date: 4/7/83

.« J > '/
Approved by Commissioner: { >/ T 7 rC-4 —j Date: V/// / f  3

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced b ills )  
Copy to Department (for Governor introduced b ills )
Copy to Sponsor
Copy to Requester ( i f  d ifferent from Sponsor)



A n a l y s i s  o f  C S S S H B  2 5 8

T h e  i n c o r p o r a t i o n  o f  t h i s  e x p a n d e d  c r e d i t  in e f f e c t  w o u l d  r e d u c e  

s ta t e  t a x e s  as a d e d u c t i b l e  i t e m  at  t h e  feder al l e v e l  a n d  t h u s  

i n c r e a s e  the federal ta x take.

T h e  i m p a c t  o f  t h i s  bill is n e g a t i v e  to t h e  s t a t e  i n  t e r m s  o f  l o s t  

r ev e n u e s .  T h e  q u a n t i t a t i v e . i m p a c t  c a n n o t  be a s s e s s e d  d u e  t o  c a r r y  

f o r w a r d  and c a r r y  b a c k w a r d  p r o v i s i o n s  w h i c h  v a r y  f r o m  o n e  e x i s t i n g  

o p e r a t i o n  to a n o t h e r .  If t h e  bill is i n t e n d e d  f or  n e w  f a c i l i t i e s ,  

t h e  e f f e c t  c a n n o t  be a s s e s s e d  until t h e y  are  c o m p l e t e d  and  i n  

o p e r a t i o n .



T h e  f o l l o w i n g  i n d i v i d u a l s  a r e  e x p e c t e d  t o  t e s t i f y  o n  C S  H B  2 5 8  
( L & C ) :

R e p r e s e n t a t i v e  J o e  H a y e s ,  p r i m e  s p o n s o r  

C o m m i s s i o n e r  B o b  H e a t h ,  D e p a r t m e n t  o f  R e v e n u e  

D a v e  H e a t w e l l ,  A l a s k a  M i n e r s  A s s o c i a t i o n  

A  r e p r e s e n t a t i v e  o f  C o o k  I n l e t  R e g i o n ,  I n c .

D i c k  F o l t a ,  b i l l  d r a f t e r  f r o m  L e g a l  S e r v i c e s ,  w i l l  b e  a v a i l a b l e  
f o r  q u e s t i o n s



I. R E Q U E S T  II. F I S C A L  D E T A I L

B i l l / R e s o l u t i o n  N o : C S S S H B  2 58  _ . A g e n c y  A f f e c t e d :  R e v e n u e  ______________

T i t l e :  S p e c i al I n v e s t m e n t  Tax C r e d i t "  P r o g r a m  C a t e g o r y  A f f e c t e d :  C o l l .  &  M g m n t

S p o n s o r : ___H a y es & S zym a n s ki  ____________ B RU , P r o g r a m  o f  S u b p r o g r a m s ) A f f e c t e d :

R e q u e s t o r : _________ v a 0 ^s«- f i n a n c e
'£

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D ol la r s )

1 • 1T O '3 •I FY 84 1 FY 85 1
io00>-U- “ 1 FY 87 1 FY 88

I OPERATING -T7 T 1 1 1 T
I 100 PERSONAL SERVICES ! - 1 1 1 - 1 l
I 200 TRAVEL 1 - 1 - 1 1 - I 1
I 300 CONTRACTUAL I - 1 - - I - 1 — 1 I
I 400 COMMODITIES 1 - 1 - 1 - 1 - I 1
I 500 EQUIPMENT 1 - 1 1 I - 1 I
1 600 LANDS & STRUCTURES 1 /_ _• i'v, I 1 - i 1
I 700 GRANTS, CLAIMS, ETC. I
1 I

— r -
i

1
1

1
1

!
1

1
I

I "TOTAL OPERATING |
•

i 1 1 1 T~ ~

| CAPITAL ! T ”  - 1
\

1 1 1

I REVENUE I — T~ 1 1 — 1 1”  -

FUNDING: (Thousands of Dollars)
I GENERAL FUND 1 - I 1 1 - 1 I
1 FEDERAL FUNDS ! - 1 i I - 1 1
1 OTHER (Specify Source) 1 1 ! 1

1
- I

I
!

1 1 — 1 1 — 1

POSITIONS:
1 FULL-TIME 1 - 1 i J - 1 1
1 PA5IT-TIME I - 1 ! I 1 I
I TEMPORARY 1 
1 1

- 1 i 1 - 1 1
- 1 1 I — 1 I

III. S O U R C E  OF F U N D S  TO  O F F S E T  F I S C A L  I M P AC T  OF BILL:

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p a g e  f o r  any A na

P r e p a r e d  By: V i n c e n t  D. W r i g h t _____________

D i v i s i o n :  R e v e n u e  - R e s e a r c h  7

. / •/ s' >/ c
A p p r o v e d  by C o m m i s s i o n e r :

D e p a r t m e n t :  __________________________: Re venue*

D i s t r i b u t i o n :

O r i g i n a l  to L e g i s l a t i v e  F i n a n c e  

C o p y  to  O f f i c e  of  M a n a g e m e n t  and B u d g e t  (for L e g i s l a t u r e  i n t r o d u c e d  b i l l s )  

Co p y  t o  D e p a r t m e n t  (for G o v e r n o r  i n t r o d u c e d  bills)

C op y  t o  S p o n s o r

C o p y  t o  Requesto'r (if d i f f e r e n t  f r o m  S p o n s o r )

lysi s.

r / ~

P h o n e :  4 6 5 - 2 7 3

D a t e :  4 / 7 / 8 3

D a t e :  V / v / f . ' S



A n a l y s i s  o f  C S S S H B  2 5 8

T h e  i n c o r p o r a t i o n  of  t h i s  e x p a n d e d  c r e d i t  in e f f e c t  w o u l d  r e d u c e  

s t a t e  t a x e s  as a d e d u c t i b l e  i t e m  at t he  fe de r a l  l e v e l  a n d  t h u s  

i n c r e a s e  th e fede ral  t a x  take.

T h e  i m p a c t  o f  t h i s  bill is n e g a t i v e  to t h e  s t a t e  i n  t e r m s  o f  l o s t  

r e v e n u e s .  T h e  q u a n t i t a t i v e . i m p a c t  c a n n o t  be a s s e s s e d  d u e  t o  c a r r y  

f o r w a r d  and c a r r y  b a c k w a r d  p r o v i s i o n s  w h i c h  v a r y  f r o m  o n e  e x i s t i n g  

o p e r a t i o n  to a n o t h e r .  If t h e  bill is i n t e n d e d  f o r  n e w  f a c i l i t i e s ,  

t h e  e f f e c t  c a n n o t  be a s s e s s e d  sgnttl t h e y  a r e  c o m p l e t e d  a n d  i n  

o p e r a t i o n .



I.

STATE OF ALASKA 
FISCAL MOTE

REQUEST
Bill/Resolution No:.S$HB 258
T it le : Special Investment Tax Credit"
Sponsor": Hayes & Szymanski
Requestor: Labor, Commerce & Finance

I I .  FISCAL DETAIL

Revision Date , V983

f • V.». . . .
rrograui u d t e y u r y  m i i “l  l c q  . ^ w

BRU, Program of Subprogramts) Affected:'

EXPENDITURES/REVENUES: (Thousands of Dollars)
1 | FY S3 | FY 84
I OPERATING 1 1
I lOO PERSONAL SERVICES 1 = i ”
I 200 TRAVEL I - I
I 300 CONTRACTUAL. I -  I -
I 400 COMMODITIES I - I
I 500 EQUIPMENT . I - I
I 600 LANDS & STRUCTURES I -  I -

700 GRANTS, CLAIMS, ETC.

FY 85 I FY 86 TTT57 fT T W
I 1 1

I

I

I I

TOTAL OPERATING T

w r r /r

R E V E N U E

FUNDING: (Thousands of Dollars)
'[ GETO'AL" FUND--------------------------
I FEDERAL FUNDS
I OTHER (Specify Source)
II - I

POSITIONS:
') FULT-TlfTE--------------------
I PART-TIME 
I TEMPORARY

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page fo r any Analysis,

Prepared By: Vincent D. Wright \/ V
Division: Revenue - Research, /  /

Approved by Commissioner:
Department: Revenue if j  t

Phone:
Date:

465-21 73
~ m s m

D istribution:
Original to Legislative Finance
Copy to Office of Management and Budget (fo r Legislature introduced b il ls )  
Copy to Department (for Governor introduced b il ls )
Copy to Sponsor
Copy to Requestor ( i f  d iffe ren t from Sponsor)



A n a l y s i s  o f  SSKff'258 ' ~{ p v £ SL' ^

T h e  i n c o r p o r a t i o n  o f  t h i s  e x p a n d e d  c r e d i t  in e f f e c t  v/ould r e d u c e  

s t a t e  t a x e s  as a d e d u c t i b l e  i t e m  a t  the  f e dera l level and thu s 

i n c r e a s e  t h e  f e d e r al  t a x  t a k e  a t  t h e  e x p e n s e  o f  A la sk a .

T h e  bill is a l s o  d i s c r i m i n a t o r y  in t h a t  it  a p p l i e s  o n l y  to s p e c i f i e d  

g e o g r a p h i c a l  r e g i o n s  w i t h i n  t h e  s ta te .

T h e  i m p a c t  o f  t h i s  bill is n e g a t i v e  to t he  s t a t e  in terms o f l o s t  

r e v e n u e s .  T h e  q u a n t i t a t i v e  i m p a c t  c a n n o t  be a s s e s s e d  d u e  to c a r r y  

f o r w a r d  and c a r r y  b a c k w a r d  p r o v i s i o n s  w h i c h  v a r y  f r o m  o ne  e x i s t i n g  

o p e r a t i o n  t o  a n o t he r.  If t h e  bill is i n t e n d e d  f o r  n e w  f a c i l i t i e s ,  

t h e  e f f e c t  c a n n o t  be a s s e s s e d  until t h e y  are  c o m p l e t e d  and in 

o p e r a t i o n .
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STATE OF ALASKA 
FISCAL NOTE

,  * 3

R e v i s i o n  D a t e  6/13/83

I. REQUEST
BT11/Resolution No:SCSCSSSHB 258(SA) 
T itle : Special Investment Tax Credit 
Sponsor: Hayes & Szymanski
Requestor: Senate State Affairs

I I .  FISCAL DETAIL
Agency Affected: Revenue
Program Category Affected: Coll. & Mgmnt
BRU, Program of Subprogram!s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)
1 1 FY  8 3  F Y  84' " T f Y " 8 5 ' " I  FY 86  I F Y  81 I FY  8 8

OPERATING
100 PERSONAL SERVICES 1 - 1 - i - I - T - 1 -

1 200 TRAVEL I - 1 - 1 - i - 1 - 1 -

300 CONTRACTUAL i - 1 - 1 - i - ! - 1 -
1 400 COMMODITIES i - 1 - 1 - i - 1 - ! -

500 EQUIPMENT i - 1 - 1 - 1 - 1 - ! -
600 LANDS & STRUCTURES i - I - 1 - 1 - 1 - i -
700 GRANTS, CLAIMS, ETC. t -  i 

1 1
- I

1
- i 

1
- !

1
- 1 

1
•

TOTAL OPERATING

CAPITAL

r "REVENUE' T

FUNDING: (Thousands of Dollars)
I G E N E R A L  F U N D  

I FEDERAL FUNDS 
I OTHER (Specify Source)

I

POSITIONS:
I FULL'-TIffiT 
I PART-TIME 
I TEMPORARY

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis.

Prepared By: Vincent D. Wright__________________ Phone: 465-2173
Division: Revenue - Research_________________  Date: 6/13/83

Approved by Commissioner: ___________________  Date: 6 //<//$3
Department: ___________ Revenue

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced b ills )  
Copy to Department (for Governor introduced b ills )
Copy to Sponsor
Copy to Requestor ( i f  different from Sponsor)
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H P  Al flCVfl( 1 . 0  ; . „  S T A T E  O F  A L A S K A  - _______________________________

— , ' i\ )■£ I $  -} F I S C A L  N O T E  R e v i s i o n  ba t e  6/93/83

' • *  k  »

I. R E Q U E S T  II. F I S C AL  D E T A I L

B i l l / R e s o l u t i o n  N o : S C S C S S S H B  258(SA ) A g e n c y  A f f ec te d :  R e v e n u e

Ti tle : Special Inve'stment Tax Cr e d it  P r o g r a m  C a t e g o r y  A f f e c t e d : C o l 1. & MgmrffT

Spon so r:  H ay es  & S z y m a n sk i BRU, P r o g r a m  o f  S u b p r o g r a m ! s )  A f f e c te d:

R eq ue st o r :  S e n a t e  S t a t e  A f f a i r s  _______________________________________________________

E X P E N D I T U R E S / R E V E N U E S :  ( Th o u s a n d s  o f  Dol lars)

1 ..... ......T FY 83 T T Y  "84 1 FY 85 T  FY 86 1 FY 87 1 FY 88

I OPERATING 1 ! I ! 1 1
I 100 PERSONAL SERVICES 1 - I 1 i 1 I
I 200 TRAVEL i - i 1 1 ! - 1
I 300 CONTRACTUAL 1 - 1 - 1 - i i I

I 400 COMMODITIES 1 - 1 - 1 - I i i
I 500 EQUIPMENT ! - 1 - 1 1 - ! i
I 600 LANDS & STRUCTURES 1 - I 1 ! 1 1
I 700 GRANTS, CLAIMS, ETC. I 

1 1

1 -
1 •

1
1

i
1

I ■ -  

1
1
1

I TOTAL OPERATING 1

'

1 1 1 1 1

I CAPITAL 1 1 1 f - '1.....- 1

I REVENUE T - 1 1 1 1 1

FUNDING: (Thousands of Dollars)
I GENERAL FUND 1 - 1 n r  - 1 1 1
I FEDERAL FUNDS 1 i i 1 - 1 !
j OTHER (Specify Source) — I - 

1 -
i - 
i

!
1

1 - 
1 -

i
1

POSITIONS:
I FULL-TIME 1 - 1 i 1 1 1
I PART-TIME 1 - 1 - i - 1 1 1
I TEMPORARY i 

1 1 -
1
1 -

i - 
i

I
1 -

!
1 -

I
1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Phone: 4 6 5 - 2 1 7 3

Date: 6 / 1 3 / 8 3

Date: C / / y /

D is tr ib u t i o n :

Original to L e g i s l a t i v e  F i n a n c e

C o p y  to O f f i c e  of  M a n a g e m e n t  and  B u d g e t  (for L e g i s l a t u r e  i n t r o d u c e d  bills) 

Copy to D e p a r t m e n t  (for G o v e r n o r  i n t r o d u c e d  bill s)

C o p y  to S p o n s o r

C o p y  to R e q u e s t o r  (if d i f f e r e n t  fr o m  Spo nsor)

IV. A N AL YS IS :  A t t a c h  a s e p a r a t e  p a g e  f o r  an y A na ly sis . 

P r e p a r e d  By: V i n c e n t  D. W r i g h t

D i v is io n :  R e v e n u e  - R e s e a r c h

A p p r o v e d  by C o m m i s s i o n e r :  -$\

~ “n oD e p a r t m e n t :  ___________________ Revenue'



IV. A na l y s i s  of S C S C S S S H B  258 (SA)

T he  I n c o r p o r a t i o n  of this e x pa nd e d  c r e di t 1n e f f e c t  w o u l d  

r ed u c e  s ta te  t ax e s  as a d e d u c t i b l e  It em  at t he  federa l level 

and thus I n c r e a s e  the  federal t ax  take.

T he  I m p a c t  of this bill 1s n e g a t i v e  t o  t he  s ta t e  1n t e r ms  of 

lost rev enu es.  S i n c e  th e bill 1s In ten ded  for n e w  f a c il it i e s , 

t he  e f f e c t  c a n n o t  be a s s e s s e d  until t h e y  a r e  c o m p l e t e d  and 1n 

o pe ra ti o n .



ALASKA MINERS ASSOCIATION, INC.
509 W. Third Ave., Suite 17, Anchorage, Alaska 99501 (907) 276-0347 

A p r i l  1, 1 9 8 3

R e p r e s e n t a t i v e  A l b e r t  P. A d a m s ,  C h a i r m a n  

H o u s e  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  A d a m s :

T h e  S t a t e w i d e  B o a r d  of D i r e c t o r s  of t h e  A l a s k a  M i n e r s  A s s o c i a ­
t i o n  u n a n i m o u s l y  p a s s e d  t h e  a t t a c h e d  r e s o l u t i o n  u r g i n g  e n a c t ­
m e n t  of H B - 2 5 8 . T h e  A l a s k a  M i n e r s  A s s o c i a t i o n  r e p r e s e n t s  

a p p r o x i m a t e l y  1 6 0 0  m i n e r s  l o c a t e d  t h r o u g h o u t  A l a s k a .

T h e  A l a s k a  M i n e r s  A s s o c i a t i o n  b e l i e v e s  t h a t  t h e  i n v e s t m e n t  t a x  
c r e d i t s  p r o p o s e d  in H B - 2 5 8  w i l l  b r o a d e n  A l a s k a ' s  e c o n o m i c  b a s e .  
T h e  p e o p l e  o f  A l a s k a  a r e  c o n c e r n e d  a b o u t  o u r  s t a t e ' s  d e p e n d e n c e  
u p o n  o i l  r e v e n u e s  a n d  d i v e r s i f i c a t i o n  of o u r  s t a t e ' s  e c o n o m y  is 
v e r y  i m p o r t a n t  f o r  t h e  l o n g  t e r m  e c o n o m i c  h e a l t h  in A l a s k a .

M a n y  m e m b e r s  of t h e  l e g i s l a t u r e  m a y  b e  h e s i t a n t  t o  c o n s i d e r  a 
t a x  c r e d i t  b i l l  in t h e  f a c e  o f  d e c l i n i n g  o i l  r e v e n u e s .  H o w e v e r  
H B - 2 5 8  is a n  i n c o m e  - p r o d u c i n g  b i l l .  I t  w i l l  s e n d  a s t r o n g  
s i g n a l  t o  i n v e s t o r s  t h a t  A l a s k a  is s e r i o u s l y  a t t e m p t i n g  t o  
a t t r a c t  m i n e r a l  d e v e l o p m e n t  a n d  i n c r e a s e  e x p l o r a t i o n  a n d  m i n i n g  
a c t i v i t y .  T h e  e c o n o m i c  b e n e f i t s  a c c r u i n g  t o  t h e  s t a t e  w i l l  f a r  
o u t w e i g h  t h e  r e v e n u e s  l o s t  b y  t h e  t a x  c r e d i t .

T h e  i n i t i a l  r e d u c t i o n  in r e v e n u e s  b y  m i n e r a l  i n v e s t m e n t  w o u l d  
b e  s m a l l ,  l e s s  t h a n  t e n  m i l l i o n  d o l l a r s  a n n u a l l y .  T h e  t a x  
c r e d i t s  w i l l  m a k e  A l a s k a n  m i n e r a l  i n v e s t m e n t s  m o r e  c o m p e t i t i v e  
o n  a w o r l d  w i d e  b a s i s  a n d  l e a d  t o  t h e  e s t a b l i s h m e n t  of a l o n g  
t e r m  h e a l t h y  m i n i n g  i n d u s t r y .

W e  a r e  a s k i n g  f o r  y o u r  h e l p  t o  o b t a i n  p a s s a g e  o f  t h i s  b i l l  a n d  
m a k e  a n  i n v e s t m e n t  in A l a s k a ' s  l o n g  t e r m  e c o n o m i c  f u t u r e .

S i n c e r e l y  y o u r s ,

AT.ASKA M T N R R S  ASSf)f!T A T T  O N

P a u l  S. G l a v i n o v i  
P r e s i d e n t

Si



ALASKA MINERS ASSOCIATION, INC
509 W. Third Ave., Suite 17, Anchorage, Alaska 99501 (907) 276-0347

RESOLUTION - HOUSE BILL 258

Whereas the Alaska Miner's Association desires to foster the development of 
Alaska's mineral resources and,

Whereas the people of Alaska desire to broaden the economic basis of our state and,

Whereas the Investment Tax Credits proposed in HB-258 would provide financial 
incentives for the development of minerals in Alaska and indicate the strong support 
of the State of Alaska for a mining industry.

The Board of Directors hereby resolves to urge the Governor of Alaska, the 
Speaker of the Alaska State House, the President of the Alaska State Senate and the 
Chairpersons of House and Senate Resources Committee for expeditious passage of
HB-258

Approved

Fairbanks, Alaska

March 29, 1983

Sandra M. Ihomas - Secretary



H O U S E  B I L L  #2 5 8  

T E S T I M O N Y  B Y  R O Y  M .  H U H N D O R F

G O O D  A F T E R N O O N ,  L A D I E S  A N D  G E N T L E M E N .  I A M  H E R E  T O  T E S T I F Y  IN 

S U P P O R T  O F  H O U S E  B I L L  # 258 . M Y  N A M E  IS R O Y  H U H N D O R F  A N D  I A M  

P R E S I D E N T  O F  C O O K  I N L E T  R E G I O N ,  I N C . .  T H E  A L A S K A  N A T I V E  R E G I O N A L  

C O R P O R A T I O N  IN T H E  A N C H O R A G E  A R E A .  I A L S O  S E R V E  O N  T H E  

A N C H O R A G E  C H A M B E R  O F  C O M M E R C E  B O A R D  O F  D I R E C T O R S  A N D  H A V E  

B E E N  A C T I V E  IN S E V E R A L  C O M M U N I T Y  O R G A N I Z A T I O N S  O V E R  T H E  Y E A R S .

X  i f r ' *’ U * K j l  S t t A K  p A U e S L  D  F  T  *  > S

H O U S E  B I L L  #258, A N  I N V E S T M E N T  T A X  C R E D I T  F O R  S T A T E  I N C O M E  T A X  

P U R P O S E S ,  W I L L  H E L P  S T I M U L A T E  I N V E S T M E N T  IN W H A T  M I G H T  B E  C A L L E D  

S E C O N D  G E N E R A T I O N  R E S O U R C E  P R O J E C T S .  W E  H A V E  A L L  B E C O M E  A W A R E  

O F  T H E  P R O B L E M S  O F  R E L Y I N G  O N  T H E  P R O D U C T I O N  A N D  E X P O R T  O F  A  

F E W  N A T U R A L  R E S O U R C E S .  C O M M O D I T I E S  S U C H  A S  O I L  ... A N D  F I S H  ... 

A N D  T I M B E R  ... A R E  E X T R E M E L Y  S E N S I T I V E  T O  T H E  W O R L D  M A R K E T  A N D  

H A V E  B E E N  L A R G E t Y  R E S P O N S I B L E ^ ,  F O R  T H E  L A R G E  S W I N G S  T H A T  O F T E N  

B E S E T  T H E  A L A S K A N  E C O N O M Y .  H O U S E  B I L L  # 2 5 8  W O U L D  H E L P  T O  

S T A B I L I Z E  T H I S  S I T U A T I O N  B Y  S T I M U L A T I N G  T H E  P R O D U C T I O N  O F  A  

B R O A D E R  R A N G E  O F  N A T U R A L  R E S O U R C E S  A N D  B Y  E N C O U R A G I N G  

S E C O N D A R Y  P R O C E S S I N G  A C T I V I T Y  W I T H I N  T H E  S T A T E .

T H E  B I L L  IS S P E C I F I C A L L Y  D E S I G N E D  T O  E N C O U R A G E  D E V E L O P M E N T  IN 

T H R E E  A R E A S  IN W H I C H  T H E R E  iS N O W  L I T T L E  A C T I V I T Y  - C O A L  

P R O D U C T I O N ,  M I N E R A L  M I N I N G ,  A ‘ D  N A T U R A L  G A S  P R O C E S S I N G .  A S  T H E  

B I L L  W O U L D  O P E R A T E ,  A  P O R T I O N  O F  T H E  S U B S T A N T I A L  I N V E S T M E N T S  

R E Q U I R E D  T O  D E V E L O P  T H E S E  R E S O U R C E S  W O U L D  B E  E L I G I B L E  F O R  A  T A X  

C R E D I T  A G A I N S T  S T A T E  I N C O M E  T A X E S .



B Y  W A Y  O F  B A C K G R O U N D ,  I T  IS C U R R E N T L Y  E S T I M A T E D  T H A T  O U R  S T A T E  

H A S  C O A L  R E S E R V E S  E Q U A L  T O  T H O S E  O F  T H E  R E S T  O F  T H E  U . S .  IT A L S O  

A P P E A R S  T H A T  T H E  M I N E R A L  A N D  N A T U R A L  G A S  R E S E R V E S  O F  O U R  S T A T E  

A R E  O F  A  C O M P A R A B L E  S C A L E .  I ~ U D T I  I P f t M O R E ,‘"<f H E  F E A S I B I L I T Y  O F
/V Cf

E X P O R T I N G  T H E S E  R E S O U R C E S  A P P E A R S  T O  B E  M O V I N G  C L O S E R  A N D  

C L O S E R  T O  T H E  P O I N T  O F  B E I N G  C O M P E T I T I V E  IN T H E  W O R L D  M A R K E T .  

T H E  A S S I S T A N C E  P R O V I D E D  B Y  T H E  I N C O M E  T A X  C R E D I T  IN H O U S E  B I L L  

X 258 C O U L D  B R I D G E  R E M A I N I N G  C O M P E T I T I V E  D I F F E R E N C E S  A N D  S T I M U L A T E  

D E V E L O P M E N T S  T O  O C C U R  Y E A R S  S O O N E R  T H A N  C U R R E N T L Y  A N T I C I P A T E D . '

0 \=- C'D K *

Q K C  M IG H T - A S K  W H A T  T H E  C O S T S  O F  T H I S  L E G I S L A T I O N  A W E .  I N  R E L A T I O N

T O  I T S  B E N E F I T S .  T O  H E L P  A N S W E R  T H I S  Q U E S T I O N ,  I H A V E  T R I E D  T O

D E V E L O P  T W O  R E A L I S T I C  E X A M P L E S  B A S E D  U P O N  R O U G H  B U T

R E P R E S E N T A T I V E  E S T I M A T E S .

M Y  F I R S T  E X A M P L E  IS D R A W N  F R O M  A  D E T A I L E D  F E A S I B I L I T Y  S T U D Y  O F  A

-In L~
^  ^  C O A L  M I N E  A T  B E L U G A .  T H I S  W O R K  W A S  D O N E  A S  P A R T  O F  T H E

C O A L - T O - M E T H A N O L  F E A S I B I L I T Y  S T U D Y  C O N D U C T E D  B Y  C O O K  I N L E T  

R E G I O N ,  I N C .  A N D  P L A C E R - A M E X  I N C .

X H 4 £  M I N E  W A S  D E S I G N E D  T O  P R O D U C E  A P P R O X I M A T E L Y  5 M I L L I O N  T O N S  O F

C O A L  A N N U A L L Y .  T H E  T O T A L  C A P I T A L  E X P E N D I T U R E  O V E R  T H E  3 0 - Y E A R

L I F E  O F  T H E  M I N E  Q U A L I F Y I N G  F O R  T H E  P R O P O S E D  T A X  C R E D I T  IS

0  &  T a  *—c—
E S T I M A T E D  A T  A B O U T  $ 2 5 0 , 0 0 0 , 0 0 0 ,  A N  A V E R A G E  O F  A B O U T  $ 8  M I L L I O N  P E R

f\i A.

Y E A R .  T H E  1 0 % T A X  C R E D I T  W O U L D  T H E N  M E A N  • A  P O T E N T I A L  R E V E N U E  

L O S S  T O  T H E  S T A T E  O F  A L A S K A  O F  $ 8 0 0 , 0 0 0  P E R  Y E A R  O N  A V E R A G E < r ^ c e ,

P S L o F i T A k U i T ^  ^  T t H j  o P a / l A T U U b  ft/* &  & e e ,V t \  r r * i A /c J )

- 2 -



T H E  M A X I M U M  P O S S I B L E  R E V E N U E  L O S S  O V E R  T H E  3 0 - Y E A R  L I F E  O F  T H E  

P R O J E C T  W O U L D  B E  A B O U T  $ 2 5 , 0 0 0 , 0 0 0 .

A G A I N S T  T H I S  L O S S ,  T H E  F O L L O W I N G  G A I N S  H A V E  T O  B E  M E A S U R E D :

CJ?£./Vt L 0

1. 4 0 0 - 5 0 0  P E R M A N E N T  J O B S  F N  T H E  P R O J E C T  I T S E L F ,  P L U S  

A P P R O X I M A T E L Y  1 0 0 - 1 5 0  I N D U C E D  S E R V I C E  J O B S  A" D U E  T O  T H E  

E C O N O M I C  M U L T I P L I E R  E F F E C T .

2. A  T O T A L  P R O J E C T  P A Y R O L L  O F  $ 2 5 - 3 0 , 0 0 0 , 0 0 0  P E R  Y E A R  O R  A B O U T  

$ 8 5 0 , 0 0 0 , 0 0 0  O V E R  T H E  P R O J E C T  L I F E .

3. IF T H E  C O A L  W A S  M I N E D  F R O M  S T A T E  L A N D S ,  A D D I T I O N A L  R O Y A L T Y  

P A Y M E N T S  O F  $ 1 0 0 - 1 5 0 , 0 0 0 , 0 0 0  O V E R  T H E  P R O J E C T  L I F E .

T H E  D O L L A R  I N - F L O W  O F  L O C A L  P A Y R O L L S  A N D  R O Y A L T Y  P A Y M E N T S  

E X C E E D S  L O S T  R E V E N U E S  B Y  A  R A T I O  O F  A P P R O X I M A T E L Y  40:1. B Y  A N Y  

M E A S U R E ,  T H I S  S E E M S  T O  B E  A  V E R Y  G O O D  R E T U R N  O N  I N V E S T M E N T ,  

P A R T I C U L A R L Y  S I N C E  T H E  S T A T E  D O E S  N O T  A C T U A L L Y  ‘ E X P E N D  T H E  

M O N E Y .  IN E F F E C T ,  I T  P U T S  I T S  M O N E Y  IN B Y  N O T  C O L L E C T I N G  S O M E  O F  

T H E  T A X E S  D U E  O N C E  A  P R O J E C T  H A S  A C T U A L L Y  B E E N  B U I L T .

** k"[oA.ht— 0 ft4

M Y  S E C O N D  H Y P O T H E T I C A L  E X A M P L E  IS A  JrN6 r P L A N T  T O  P R O C E S S  

A P P R O X I M A T E L Y  8 0 , 0 0 0 , 0 0 0  M C F  O F  N A T U R A L  C A S  F O R  E X P O R T  E A C H  Y E A R .  

T H E  T O T A L  Q U A L I F Y I N G  C A P I T A L  E X P E N D I T U R E  O V E R  T H E  2 0 - Y E A R  L I F E  O F  

T H E  P L A N T  W I L L  B E  A B O U T  $ 5 0 0 , 0 0 0 , 0 0 0 ,  O R  A N  A V E R A G E  O F  A B O U T

- 3 -



$ 2 5 , 0 0 0 , 0 0 0  P E R  Y E A R .  A  1 0%  T A X  C R E D I T  I M P L I E S  A N  A N N U A L  R E V E N U E  

L O S S  T O  T H E  S T A T E  O F  A L A S K A  O F  $ 2 , 5 0 0 , 0 0 0  O N  A V E R A G E .  T H E  T O T A L  

M A X I M U M  P O S S I B L E  R E V E N U E  L O S S  O V E R  T H E  2 0 - Y E A R  L I F E  O F  T H E  

P R O J E C T  W O U L D  B E  $ 5 0 , 0 0 0 , 0 0 0 .

T H E  G A I N  T O  T H E  S T A T E  A N D  O U R  L O C A L  E C O N O M Y  W O U L D  B E  A S  

F O L L O W S :

1 . 1 5 0 - 2 0 0  P E R M A N E N T  J O B S  C R E A T E D  B Y  T H E  P R O J E C T  P L U S  1 , 200 O R  

M O R E  J O B S  D U R I N G  C O N S T R U C T I O N .  ( A D D I T I O N A L  J O B S  W O U L D  B E  

C R E A T E D  I N D I R E C T L Y  A S  W E L L . )

2 . A  T O T A L  P R O J E C T  P A Y R O L L  O F  $ 1 5 - 2 0 . 0 0 0 , 0 0 0  P E R  Y E A R  O R  

$ 3 5 0 , 0 0 0 , 0 0 0  O V E R  T H E  P R O J E C T  L I F E .

3. S T A T E  T A X  R E V E N U E S  F R O M  A  P R O D U C T I O N  T A X  A M O U N T I N G  T O  

$ 2 0 - 3 0 , 0 0 0 , 0 0 0  P E R  Y E A R  O R  $ 5 0 0 , 0 0 0 , 0 0 0  O V E R  T H E  L I F E  O F  T H E  

P R O J E C T .

*}. A D D I T I O N A L  S T A T E  R E V E N U E  R O Y A L T I E S  F O R  P R O D U C T I O N  IF T H E  G A S  

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

( y o v u j )
T H E  D O L L A R  I N - F L O W  O F  L O C A L  P A Y R O L L S  A N D  R O Y A L T Y  P A Y M E N T S  W4-LL 

L I K E L Y  E X C E E D  $ 1  ,0 0 0 , 0 0 0 , 0 0 0  ... V E R S U S  A  L O S S  O F  R E V E N U E S  O F

$50.,000,000 ... A  R E T U R N - T O - L O S S  R A T I O  O F  M O R E . T H A N  20:1.



T H E S E  E X A M P L E S  P O I N T  O U T  A  N U M B E R  O F  A D V A N T A G E S  O f  T H E  P R O P O S E D
A

L E G I S L A T I O N .  T H E Y  A R E :

T4^

1. T H E  S T A T E  D O E S  N O T  H A V E  T O  E X P E N D  D O L L A R S  T O  C R E A T E  J O B S :  

I N S T E A D  IT F O R E G O E S  A  S M A L L  P O R T I O N  O F  F U T U R E  R E V E N U E S  

C O N T I N G E N T  U P O N  P R I V A T E  E N T E R P R I S E  A C T U A L L Y  M A K I N G  V E R Y  

L A R G E  I N V E S T M E N T S  I N T O  O U R  S T A T E  W H I C H  IN T U R N  C R E A T E  J O B S .

2. M O S T  O F  T H E S E  J O B S  W I L L  G E N E R A L L Y  B E  P E R M A N E N T  O P E R A T I N G  

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

O F  L A R G E  P U B L I C  W O R K S  P R O J E C T S .

F o £ -

3. T H E  I T C  IS A  F O R M  O F  L E V E R A G E D  I N V E S T M E N T  —  A — 03-0 0 , O O O 7 W O 

tl o L i - a i u  0  P  T  A *  (\_-L u  -UJ F-of LC . t  i^-e^ S  t  A t  j

C A E U T A J  1M P -R Q V E M E N T S  P R O G R A M - C O S T S  T H E  S T A T E  A S - M U C H — A S
/ O  D o  U-UA fL-i 0 F  P R .  1 V A T l /v \ j  t ^ ,T  ^  / <=> ♦ A-tf. £  _

$ q ^ W f r , 0 0 0 , 0 0 0  IN  P R I V A T E  i m -T C T M E N T - Q U A L l F V ) H G  T O R - T -H E  f e L r - Y E T  
A -u  D rH~e- iT M e .  O d ^  ro cJt P v t  ^ P iT-S r^o A jty  

T 1 11- P R I V A T E  I N V E S T M E N T  C R E A T E S  M A N Y  M O R E  P E R M A N E N T  J O B S .

T A/ Ttst*'P I i o C £-c.S5 pV I- ‘ ■''47 £? P&fWvT < A/-̂ f
/ 2 - e / v S - i M

I N - S U M M A R -Y , I B E L I E V E  H O U S E  B I L L  # 2 5 8  IS O F  G R E A T  P O T E N T I A L  B E N E F I T

I A J £  u fk> Si 7 Atu 7rOfT,
T O  O U R  S T A T E  A N D  I U R G E  Y O U  T O  P A S S  T H E  B I L L  A S — C U R R E N T L Y

P & R M t t t ^ r F E B k  ( T i  C u r t -  ’^ o r t - A < t

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

T E S T I M O N Y  O F  D A V E  H E A T W O L E  

f o r

H O U S E  B I L L  258 

A p r i l  5, 1 9 8 3

M y  n a m e  is D a v e  H e a t w o l e  a n d  I a m  h e r e  t o  r e p r e s e n t  A l a s k a ' s  m i n i n g  

i n d u s t r y .  I a m  C h a i r m a n  o f  t he S t a t e  O v e r s i g h t  C o m m i t t e e  o f  t h e  A l a s k a  

M i n e r s  A s s o c i a t i o n ,  r e p r e s e n t i n g  s o m e  1 , 6 0 0  m i n e r s  f r o m  l a r g e  a n d  s m a l l  

c o m p a n i e s ,  a n d  I h a v e  s p e n t  m y  e n t i r e  p r o f e s s i o n a l  c a r e e r  in th e m i n i n g  

i n d u s t r y .

I b e l i e v e  a l l  o f  y o u  c a n  a g r e e  w i t h  m e  t h a t  m o s t  A l a s k a n s  a r e  v e r y  

c o n c e r n e d  a b o u t  b r o a d e n i n g  o u t  s t a t e ' s  e c o n o m i c  b a s e .  W h y  a r e  w e  s o  

d e p e n d e n t  u p o n  o i l  r e v e n u e s ?  W h a t  a r e  w e  g o i n g  t o  d o  w h e h  th e o i l  r u n s  

o u t ? ,  a r e  q u e s t i o n s  f r e q u e n t l y  a s k e d  b y  A l a s k a n  p u b l i c  f o r u m s !  W h a t  I 

w o u l d  l i k e  to  d o  t o d a y  is g i v e  y o u  s o m e  i d e a  w h a t  t h e  f u t u r e  m i n i n g  

i n d u s t r y  c o u l d  d o  f o r  A l a s k a ' s  e c o n o m y  a n d  t e l l  y o u  w h y  H o u s e  B i l l  258 is 

i m p o r t a n t  to  s t i m u l a t e  m i n i n g  a c t i v i t y  i n  o ur s t a t e .

H i s t o r i c a l l y  m i n i n g  h a s  a l w a y s  b e e n  i m p o r t a n t  to A l a s k a  —  T h e  d i s c o v e r y  

o f  g o l d  a t  t h e  t u r n  o f  t h e  cent ury .^ le d t o  A l a s k a ' s  f i r s t  g r e a t  e c o n o m i c  

b o o m .  H a r d  r o c k  m i n i n g  b e c a m e  a c t i v e  in t h e  e a r l y  I S O C ' s  w i t h  t he  

d e v e l o p m e n t  o f  t he  K e n n e c o t t  an d A l a s k a - J u n e a u  m i n e s .  M i n i n g  w a s  the  

m a i n s t a y  o f  A l a s k a ' s  e c o n o m y  u n t i l  m e n  a n d  m a t e r i a l  r e s t r i c t i o n s  o f  the 

s e c o n d  w o r l d  w a r  f o r c e d  t h e  c l o s u r e  o f  A l a s k a  m i n e s .  A f t e r  t he  w a r  

p l a c e r  g o l d  m i n i n g  r e v i v e d  a n d  is a s i g n i f i c a n t  p a r t  o f  A l a s k a ' s  c u r r e n t  

e c o n o m y .  D u r i n g  1 9 8 2 ,  t h e  p l a c e r  m i n i n g  e m p l o y e d  a p p r o x i m a t e l y  3 , 0 0 0  

A l a s k a n s  a n d  c o n t r i b u t e d  a p p r o x i m a t e l y  $ 2 3 0  m i l l i o n  t o  th e s t a t e ' s  

e c o n o m y .



I n  the l at e  1 9 6 0 ' s  -  e a r l y  7 0 's, a  f e w  m a j o r  m i n i n g  c o m p a n i e s  r e t u r n e d  t

A l a s k a  to b e g i n  m i n e r a l  e x p l o r a t i o n  p r o g r a m s .  T h e s e  c o m p a n i e s  r e t u r n e d

t o  A l a s k a  to b e g i n  m i n e r a l  e x p l o r a t i o n  p r o g r a m s ,  b e c a u s e  f o r e i g n

e x p r o p r i a t i o n s  a n d  p e n d i n g  d o m e s t i c  m i n e r a l  s h o r t a g e s - m a d e  d o m e s t i c

»
m i n e r a l  i n v e s t m e n t s  m u c h  m o r e  a t t r a c t i v e .  A l a s k a  o f f e r e d  t h e  U n i t e d  

S t a t e ' s  l a s t  g r e a t  u n e x p l o r e d  f r o n t i e r .  T h i s  r e c e n t  m i n e r a l  e x p l o r a t i o n  

a c t i v i t y  h a s  p r o d u c e d  a  f e w  m a j o r  m i n e r a l  d i s c o v e r i e s  w h i c h  h a v e  

a n n o u n c e d  p l a n s  t o  b e  i n  p r o d u c t i o n  b e f o r e  1 99 0:

o  T h e  R e d  D o g  D e p o s i t s  i n  D e l o n g  M t s . ,  N o r t h  o f  K o t z e b u e  

o  G r e e n ' s  C r e e k  D e p o s i t  o n  A d m i r a l t y  I s l a n d  

o  T h e  Q u a r t z  H i l l  D e p o s i t ,  n e a r  K e t c h i k a n

T h e  d e v e l o p m e n t  o f  t h e s e  d e p o s i t s  a n d  o t h e r  k n o w n  o c c u r r e n c e s  c o u l d  

c r e a t e  a s u b s t a n t i a l  a d d i t i o n  t o  A l a s k a ' s  e c o n o m y  —  m i n i n g ,  u n l i k e  o i l ,  

i s  a v e r y  l a b o r  i n t e n s i v e  b u s i n e s s .  A  m a j o r i t y  o f  th e n e w  w e a l t h  c r e a t e d  

w o u l d  s t a y  in  t h e  s t a t e  i n  t h e  f o r m  o f  w a g e s  a n d  g o o d s  p u r c h a s e d .  J o h n  

W h i t n e y ,  a n o t e d  m i n e r a l  e c o n o m i s t ,  in  1 9 7 9  p r e d i c t e d  t h a t  t h e  

d e v e l o p m e n t  o f  t h e  d e p o s i t s  o f  N W  A l a s k a ,  R e d  D o g  a n d  A m b l e r ,  w o u l d  

c r e a t e  o v e r  1 , 0 0 0  n e w  j o b s  i n  A l a s k a  a n d  p r o d u c e  a n n u a l  g r o s s  s a l e s  o n  

t h e  o r d e r  o f  $ 5 7 0  m i l l i o n  (1979 d o l l a r s ) . T h e  A l a s k a  M i n e r s  A s s o c i a t i o n  

p u b l i s h e d  a r e p o r t  l a s t  J u l y  w h i c h  p r e d i c t e d ,  t h a t  g i v e n  t h e  p r o p e r  

c o m b i n a t i o n  o f  w o r l d  m e t a l  p r i c e s ,  A l a s k a  i n v e s t m e n t  c l i m a t e  a n d  

i n f r a s t r u c t u r e  d e v e l o p m e n t ,  A l a s k a ' s  m a j o r  m i n i n g  i n d u s t r y ,  c o u l d  b y  t h e  

y e a r  20 0 0  p r o v i d e  6 , 0 0 0  n e w  j o b s  a n d  a d d  a n  e s t i m a t e d  3 . 0  b i l l i o n  t o  

A l a s k a ' s  e c o n o m y .



I b e l i e v e  t h e s e  s t u d i e s  i n d i c a t e  t h a t  m i n i n g  h a s  t h e  p o t e n t i a l  to

s i g n i f i c a n t l y  i m p a c t  A l a s k a ' s  f u t u r e  e c o n o m y .

The development of major mining, depends on two factors which involve

state government,

1. A v a i l a b i l i t y  o f  i n f r a s t r u c t u r e .

2. A  s t a b l e  i n v e s t m e n t  c l i m a t e

I a m  n o t  g o i n g  t o  d i s c u s s  i n f r a s t r u c t u r e  t o d a y ,  s u f f i c e  to s a y  it is o f  

e q u a l  i m p o r t a n c e  to  i n v e s t m e n t  c l i m a t e .

I n  o r d e r  t o  b e  d e v e l o p e d ,  A l a s k a n  m i n e r a l  d e p o s i t s  a r e  g o i n g  t o  h a v e  to 

c o m p e t e  o n  a w o r l d - w i d e  b a s i s .  M e t a l s  p r o d u c e d  in A l a s k a  a r e  g o i n g  t o  be 

s o l d  a t  t h e  s a m e  p r i c e  a s  t h o s e  p r o d u c e d  i n  W e s t e r n  U . S . ,  S o u t h  A m e r i c a ,  

o r  S o u t h  A f r i c a .  T o  b e  c o m p e t i t i v e ,  A l a s k a ' s  c o s t s  o f  p r o d u c t i o n  m u s t  be 

c o m p a r a b l e .  F o r t u n a t e l y ,  n a t u r e  h a s  g i v e n  A l a s k a  s o m e  h i g h  g r a d e  

d e p o s i t s ,  w h i c h  w i l l  h e l p  k e e p  t h e m  c o m p e t i t i v e ,  b u t  A l a s k a n  c o s t s  a r e  

h i g h .  *

B y  a l l o w i n g  i n v e s t o r s  to  r e c o u p  t h e i r  r i s k  c a p i t a l  q u i c k e r  t h e  i n v e s t m e n t

t a x  c r e d i t s  p r o p o s e d  in H o u s e  B i l l  2 5 8  . w i l l  h e l p  k e e p  t h e  c o s t s  of

A l a s k a n  m i n e r a l  d e v e l o p m e n t  c o m p e t i t i v e .  B u t  m o r e  i m p o r t a n t l y ,  e n a c t m e n t  

o f  H o u s e  B i l l  2 5 8  w i l l  s e n d  a s t r o n g  s i g n a l  t o  o u t s i d e  i n v e s t o r s  t h a t  the 

S t a t e  o f  A l a s k a  is s e r i o u s  a b o u t  d e v e l o p i n g  i ts  m i n e r a l  i n d u s t r y  b y  

p r o v i d i n g  i n c e n t i v e s  f o r  i n v e s t m e n t .

A s  s t a t e d  in t h e  a t t a c h e d  l e t t e r  t o  S p e a k e r  H a y e s ,  H o u s e  B i l l  25 8 s h o u l d  

b e  c o n s i d e r e d  a n  i n c o m e  p r o d u c i n g  b i l l .  T h e  i m m e d i a t e  c o s t  o f  e n a c t m e n t  

is v e r y  s m a l l * b u t  p o t e n t i a l  i m p a c t  o n  t h e  A l a s k a ' s  f u t u r e  e c o n o m y  is 

q u i t e  s u b s t a n t i a l .  F o r  a d i v e r s i f i e d  e c o n o m y  i n  A l a s k a ,  I u r g e  y o u  to 

p a s s  t h i s  b ill .



ALASKA MINERS ASSOCIATION, INC.
509 W. Third Ave., Suite 17, Anchorage, Alaska 99501 (907) 276-0347 

A p r i l  1, 1 9 8 3

R e p r e s e n t a t i v e  J o e  L. H a y e s  

S p e a k e r  o f  t h e  H o u s e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V

J u n e a u ,  A l a s k a  998.11 

D e a r  R e p r e s e n t a t i v e  H a y e s :

T h e  S t a t e w i d e  B o a r d  o f  D i r e c t o r s  o f  t h e  A l a s k a  M i n e r s  A s s o c i a ­

t i o n  u n a n i m o u s l y  p a s s e d  t h e  a t t a c h e d  r e s o l u t i o n  u r g i n g  e n a c t ­

m e n t  o f  H B - 2 5 8 .  T h e  A l a s k a  M i n e r s  A s s o c i a t i o n  r e p r e s e n t s  

a p p r o x i m a t e l y  1 6 0 0  m i n e r s ‘l o c a t e d  t h r o u g h o u t  A l a s k a .

T h e  A l a s k a  M i n e r s  A s s o c i a t i o n  b e l i e v e s  t h a t  t h e  i n v e s t m e n t  t a x  

c r e d i t s  p r o p o s e d  i n  H B - 2 5 8  w i l l  b r o a d e n  A l a s k a ' s  e c o n o m i c  b a s e .  

T h e  p e o p l e  o f  A l a s k a  a r e  c o n c e r n e d  a b o u t  o u r  s t a t e ' s  d e p e n d e n c e  

u p o n  o i l  r e v e n u e s  a n d  d i v e r s i f i c a t i o n  o f  o u r  s t a t e ' s  e c o n o m y  i s  

v e r y  i m p o r t a n t  f o r  t h e  l o n g  t e r m  e c o n o m i c  h e a l t h  i n  A l a s k a .

M a n y  m e m b e r s  o f  t h e  l e g i s l a t u r e  m a y  b e  h e s i t a n t  t o  c o n s i d e r  a 

t a x  c r e d i t  b i l l  i n  t h e  f a c e  o f  d e c l i n i n g  o i l  r e v e n u e s .  H o w e v e r  

H B - 2 5 8  i s  a n  i n c o m e *  -  p r o d u c i n g  b i l l .  I t  w i l l  s e n d  a  s t r o n g  

s i g n a l  t o  i n v e s t o r s  t h a t  A l a s k a  i s  s e r i o u s l y  a t t e m p t i n g  b o  

a t t r a c t  m i n e r a l  d e v e l o p m e n t  a n d  i n c r e a s e  e x p l o r a t i o n  a n d  m i n i n g  

a c t i v i t y .  T h e  e c o n o m i c  b e n e f i t s  a c c r u i n g  t o  t h e  s t a t e  w i l l  f a r  

o u t w e i g h  t h e  r e v e n u e s  l o s t  b y  t h e  t a x  c r e d i t .

T h e  i n i t i a l  r e d u c t i o n  i n  r e v e n u e s  b y  m i n e r a l  i n v e s t m e n t  w o u l d  

b e  s m a l l ,  l e s s  t h a n  t e n  m i l l i o n  d o l l a r s  a n n u a l l y .  T h e  t a x  

c r e d i t s  w i l l  m a k e  A l a s k a n  m i n e r a l  i n v e s t m e n t s  m o r e  c o m p e t i t i v e  

o n  a w o r l d  w i d e  b a s i s  a n d  l e a d  t o  t h e  e s t a b l i s h m e n t  o f  a l o n g  

t e r m  h e a l t h y  m i n i n g  i n d u s t r y .

W e  a r e  a s k i n g  f o r  y o u r  h e l p  t o  o b t a i n  p a s s a g e  o f  t h i s  b i l l  a n d  

m a k e  a n  i n v e s t m e n t  i n  A l a s k a ' s  l o n g  t e r m  e c o n o m i c  f u t u r e .

S i n c e r e l y  y o u r s ,

P r e s i d e n t

P S G / v d
A t t a c h m e n t



ALASKA MINERS ASSOCIATION, INC
509 W. Third Ave., Suite 17, Anchorage, Alaska 99501 (907) 276-0347

RESOLUTION - HOUSE BILL 258

Whereas the Alaska Miner's Association desires to foster the development of 
Alaska's mineral resources and,

Whereas the people of Alaska desire to broaden the economic basis of our state and,

Whereas the Investment Tax Credits proposed in HB-258 would provide financial 
incentives for the development of minerals in Alaska and indicate the strong support 
of the State of Alaska for a mining industry.

The Board of Directors hereby resolves to urge the Governor of Alaska, the 
Speaker of the Alaska State House, the President of the Alaska State Senate and the 
Chairpersons of House and Senate Resources Committee for expeditious passage of 
HB-258.

Approved 

Fairbanks, Alaska 

March 29, 1983 f

Sandra M. Thomas - Secretary



S T A T E  O P  A L A S K A  

D E P A R T M E N T  O P  R E V E N U E

BILL ANALYSIS

Sponsor Substitute for House Bill No. 258

Title: An Act establishing a special investment tax credit and providing 
for an effective date.

General Effect of Bill: The Bill would create a special investment tax
credit on qualified investments for corporations putting into use gas pro­
cessing facilities south of the Arctic Circle and corporations engaged in the 

exploration, drilling of wells, development, or mining of the natural deposits 

listed in I.R.C. §613(b) south of the Arctic Circle.

Effect chi Current Law: current law provides for an investment credit of 18
percent of the investment credit allowed under the I.R.C. upon the first 
$20,000,000 of qualified investment put into use in the State for each taxable 

year. The new Act provides that the investment credit allowed for those cor­
porations subject to the Act shall be the full amount of the investment credit 

allowed under the I.R.C. with no limit on the amount of qualified investment 

cred i t .

RecocKwndation of Department: The Department of Revenue recommends a
thorough study of the effects of the Bill be conducted. The study should 
include an analysis of the incentive the Bill will provide to the targeted 
corporations, a review by the Department of Law as to the constitutionality of 
the geographic limitations of the Bill, the projected revenue impacts to the 

State. Current Position of Department: The Department is naturally in
favor of encouraging the best and highest use of the State's resources but 

further analysis of the means proposed in the Bill is required before taking a 

position.

TECHNICAL ASPECTS O P  BILL

Section 1: This section of the Bill presents the legislative findings and
intent for the Bill. It is found that the development of gas 
processing facilities south of the Arctic Circle and mineral 
development is in the best of the interests of the State. Sub­

section 6 finds that the establishment o f  the special investment 
tax credit is necessary in order to promote and accomplish the 

objectives listed in the first five subsections.

Section 2: Section 2 adds a sentence to AS 43.20.021(d) which effectively
states that the Alaska Investment Credit which is normally 
limited to 18% of the credit allowed under the I.R.C. would not 

apply to the special investment credit created in the Bill.

Section 3: Section 3 amends AS 43.20.036 by adding subsection (j). The new
subsection would provide that the amount of investment credit



allowed on qualified investment put into use south of the Arctic 
Circle for gas processing facilities is equal to the full amount 

of the credit under the I.R.C. Whereas the current investment 
credit is limited to the first $20,000,000 of qualified invest­

ment put into use in the state for each taxable year, this sec­
tion would remove that limitation. The section also defines what 

constitutes gas processing facilities.

Section 4: Section 4 is similar to section 3 but applies to corporations

putting into use investments south of the Arctic Circle for 
exploration, drilling of wells, development, or raining of the 
natural deposits listed in §613(b) of the Internal Revenue Code. 
The section again provides for the credit to equal 100% of the 

federal investment credit and removes the limitation of the 
credit being applicable to the first $20,000,000 of qualified 

investment put into use in the State.

Explanation of Changes from Current law: AS 43.20.021(d) and AS
43.20.036(b) provide for an investment credit equal to 18% of the investment 

credit allowed as to federal taxes under the Internal Revenue Code on the 

first $20,000,000 o f  qualified investment put into use in the State for each 
taxable year. For example, if a corporation had a qualified investment of 

$25,000,000 during tax year 1983, it would be allowed an investment tax credit 
on the first $20,000,000 of that investment. If the federal credit was 10% of 

the qualified investment, the federal credit would be equal to $2,000,000 and 
the Alaska credit equal to 18% of that or $360,000. The corporation could 

then apply that credit to its tax liability for 1983 and reduce its tax 

payment to the State.

If the investment credit for the corporation is greater than the tax 

liability before the application of the credit, the corporation can carryback 
the excess credit to each of the 3 prior taxable years preceding the unused 

credit year and carryover the excess credit to each of the 15 years following 

the unused credit year. For example, if the corporation above had a tax lia­
bility to the State of $180,000 for tax year 1983 before the application of 

the credit, the credit would completely eliminate the tax due to the State and 
leave $180,000 of credit to be carried back or forward and applied to other 

years.

The Bill would remove the limitation that the credit would be limited to 
the first $20,000,000 of qualified investment put into use in the state for 

each taxable year. In addition, the amount of the credit would be equal to 
the full amount of the credit allowed as to federal taxes under I.R.C. § 38. 
Returning to the example above, the corporation making $25,000,000 of quali­

fied investment in the State in 1983 would be entitled to an investment credit 
of $2,500,000. Again, if the 1983 tax liability prior to the application of 

the credit was $180,000, the corporation would have $2,320,000 of unused 

credit to carry back and carry forward.

It is important to note that not all of the investment credit given to a 
corporation as a result of the Bill would be enjoyed on a dollar for dollar

4 / 4 / 8 3 - 2 - S S  H B  2 5 8



basis, corporations enjoy a deduction fo r  State taxes in  computing th e ir  
Federal income tax l i a b i l i t y ,  w ith a tax rate o f 46% on taxable income over 
$100,000, 46^ out o f every d o lla r saved in  Alaska taxes would go to  the 
Federal Treasury. Again using the example above, o f  the $180,000 c re d it en­
joyed by the taxpayer in  1983, 46% or $82,800 would be paid to  the In te rn a l 
Revenue Service.

The B i l l  would e ffe c tiv e ly  increase the investment c re d it on the f i r s t  
$20,000,000 o f q u a lifie d  investment by more than 550%, from 18% o f the Federal 
c re d it to  100%. I t  would also allow  fo r  the f i r s t  time, an investment c re d it 
on q u a lifie d  investment in  any taxable year which exceeds the $20,000,000. 
The f is c a l impact o f the c re d it would not be lim ite d  to  the year in  which the 
investment was made, but may have an e ffe c t fo r  3 p rio r years and 15 subse­
quent years.

F isc a l Impacts Of B i l l r  The actual f is c a l impacts o f the B i l l  are indeter­
minable. The impacts are dependent on corporate decisions regarding business 
investments, the future p r o f it a b i l i t y  o f raining and gas processing ventures in  
the State and the number o f years in  which the investment tax c re d it could be 
applied to  reduce tax l ia b i l i t i e s .

Legal R am ifications: There are several legal problems w ith  the B i l l ,  both
in  i t s  substance and in  i t s  d ra ftin g . In  the area o f substance, the B i l l  has 
a geographic lim ita t io n , the new c re d it w i l l  only be availa b le  south o f the 
A rctic  C irc le . There would be p o te n tia l fo r  an equal protection challenge by 
corporations operating North o f the A rctic  C irc le . The ra tio n a l basis stan­
dard would probably be the standard to  be applied in  such a challenge and some 
argument could be made in  favor o f the d is tin c tio n  fo r gas processing plants 
because o f the find ing s in  S 1 o f the b i l l  however, no fin d in g s or in te n t are 
supported fo r the lim ita tio n  on the exploration, d r i l l in g  o f  w e lls , develop­
ment and raining o f minerals and other natural deposits. The state  is  cur­
re n tly  involved in  l i t ig a t io n  w ith $2.3 b i l l io n  at stake in vo lv in g  the taxa­
tio n  o f o i l  producers and p ip eline  operators under AS 43.21. The p la in t i f f  
taxpayers challenged that tax on the basis o f equal protection. To the extent 
th a t th is  B i l l  would endow a greater b e n e fit on corporations operating south 
o f the A rctic  C irc le  a s im ila r equal protection challenge could be expected 
from corporations otherwise q u a lify in g  fo r the c re d it but making investments 
north o f the A rctic  C irc le .

There are d ra ftin g  problems in  the B i l l  i t s e l f .  In  §§ 3 and 4 the l im i­
ta tio n s  imposed under AS 43.20.036(b) are deemed not to  apply to  the new cre­
d it s .  AS 43.20.036(b) contains two lim ita tio n s : (1) th a t the investment
c re d it is  only a va ila b le  to  the f i r s t  $20,000,000 o f q u a lifie d  investment; and
(2) that the q u a lifie d  investment must be put in to  use in  the State. The B i l l  
should be amended and the applicable sentences changed to read:

•

The amount o f c re d it allowed under th is  subsection s h a ll be subject 
to  the lim ita tio n s  imposed by (b) o f th is  section except that the 
amount o f q u a lifie d  investment w i l l  not be lim ite d  to  the f i r s t  
$ 2 0 , 0 0 0 , 0 0 0 .
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The B i l l  incorporates provisions o f  the In te rn a l Revenue Code by 
Reference and sometimes problems arise where the Code changes w ith  re s u ltin g  
impacts in  Alaska law. For example, the natural deposits for which a cor­
poration must explore, d r i l l ,  develop or mine are lis te d  in  S 613(b) o f the 
In te rn a l Revenue Code. That subsection has been amended several tiroes since 
i t s  f i r s t  enactment and w i l l  probably be subject to  fu rth e r amendments. The 
D rafter has c ited  P.L. 89-809 and P.L. 88-571 as p a ra lle l a u th o rity , however, 
those P ublic  Laws merely amended § 613(b) rather than lis te d  the deposits 
cu rren tly  in  S 613(b). The better a lte rn a tiv e  would be to  l i s t  those sp e c ific  
deposits which the B i l l  would encourage the development o f through the special 
investment tax c re d it.

OTHER CONSIDERATIONS AND ALTERNATIVES TO THE BILL

Mining operations in  Alaska are subject to three non-federal taxes, the 
Alaska Corporation Net Income Tax (AS 43.20), the Alaska Mining License Tax 
(AS 43.65)* and local property taxes. A study by the Department o f Commerce 
and Economic Development compared the mineral tax structure in  Alaska w ith 
eleven other states. The conclusions were p o s itiv e : 1) Alaska's tax struc­
ture is  average compared w ith the eleven other states in  the study and pro­
vides a r e la t iv e ly  a ttra c tiv e  tax environment fo r raining; 2) Alaska's pro­
gressive ta x structure is  based on net proceeds, superior to  gross-proceeds 
types o f taxes because tax rates go down as production declines.

In  February, 1983, the Resource Development Council, In c ., along w ith  
the O ffic e  o f Minerals Development, Alaska Department o f Commerce & Economic 
Development, sponsored the In te rn a tio n a l Conference on Coal, Minerals and 
Petroleum. In  Carl Portraan's "Executive Summary" fo r the proceedings o f the 
conference, a fte r  recognizing that Alaska' mining a c t iv ity  was at an a l l  time 
high, noted three obstacles to development o f mineral deposits. The major 
obstacle to  development o f mineral deposits is  the la c t o f transportation 
in fra stru c tu re . toother problem was that land a llo c a tio n s  by the Federal 
government withdrew much o f the S ta te 's  high p o te n tia l mineral land and 
re stric te d  access to other State areas. Taxes were also mentioned, but the 
problems w ith  taxes arose not out o f the present tax structure, which was 
found to  be reasonable, but out o f the fear that mining taxes would be 
increased as the mining industry becomes increasingly productive.

Two out o f the three concerns mentioned above are in  the ju r is d ic t io n  o f 
the Alaska le g is la tu re , transportation in frastru c tu re  and ta xatio n . Improving 
the transportation in frastructure  in  the state  through the development o f more 
and better roads, access to  the ra ilro a d , marine shipping f a c i l i t ie s  and a ir ­
ports would b e n e fit and encourage the industry w ith  no leakage to  the Federal 
Government such as that created by state  tax c re d its . Improved transportation 
in fra stru c tu re  also b enefits  the non-raining sectors because the high costs o f 
transportation in  the state  are borne by every Alaskan who buys anything from 
bubble gum to  bulldozers.

There are no current problems w ith  ta xation  other than the fear that the 
structure might change w ith the success o f mining operations. The non-petro­
leum mineral developers have not been b lin d  to  the fa c t that the severance tax
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rates have increased and there have been changes in  the corporation income tax 
since o i l  was f i r s t  discovered at Prudhoe Bay. Though the opportunity to  
change tax structures presents i t s e l f  at each le g is la t iv e  session, persons 
seeking to develop mineral deposits must forecast the future economic climate 
and decide whether the changes can be weathered and the mine remain p r o fi­
ta b le .

A tax c re d it, such as that proposed in  the B i l l  could p a r t ia lly  in sulate  
the miner to  the extent th a t carryover credits would reduce the l i a b i l i t y  in  
future years. However, because o f the federal leakage, a tax c red it is  a 
mixed blessing, providing l i t t l e  more than h a lf  o f the b en efit to the miner 
compared to  the cost to the State in  lo s t revenue. Whereas the State has been 
able to support i t s  operations la rg e ly  through taxes on the petroleum in ­
dustry, o i l  prices are dropping and current reservoirs are being depleted; 
lo s t revenues in  other tax types correspondingly taken on greater s ig n ifican ce.

For the tax years 1978, 1979 and 1980 corporate income taxes on raining 
businesses constituted between 6 1/2% and 10% o f the to ta l non-petroleum cor­
porate net income tax c o lle c tio n s. In  turn, to ta l non-petroleum corporate 
income tax c o lle c tio n s  were s lig h t ly  more than 3% o f the revenues from petro­
leum corporations. Because revenue estimates based on petroleum production 
are decreasing, the non-petroleum corporations w i l l  be contributing a greater 
proportion o f to ta l State revenues. In  1980, the mining industry was the 
f i f t h  largest corporate income tax group o f taxpayers in  the non-petroleum 
sector.

The conclusion o f th is  analysis is  that tax b enefits  granted the non-^e- 
troleura sector should be c a re fu lly  scrutin ized to  ensure that the costii to 
State revenue do not exceed to ta l b enefits  to the S tate. Other incentive 
mechanisms, such as improvement o f the transportation in frastruc ture , as 
above, or other incentives, such as those described below, should be examined 
to  see which a lte rn a tive s  score higher under a cost versus b en efit analysis.

One a lte rn a tiv e  would be a mineral development loan program. State 
funds or bond proceeds could be used to  finance mineral development, or fo r 
that matter, gas processing f a c i l i t ie s ,  w ithout a ffe c tin g  tax revenue. The 
rates could be favorable and would d ire c tly  b e n e fit the mineral developer 
without Federal leakage. Loan applications could be reviewed w ith in  le g is ­
la t iv e  guidelines to  encourage the highest and best use o f the S ta te 's  natural 
resources, the in te re st would p a r t ia lly  fund the operation o f  the program, and 
the developer would enjoy in te re st deductions fo r both State and Federal pur­
poses. E ither the current or a modified investment c re d it provision  would 
supplement the tax b enefits from such a loan program.

Another a lte rn a tiv e  would be to enact le g is la t io n  s im ila r to the Alaska 
In d u s tr ia l Incentive Act, AS 43.25, or adopt in d u s tr ia l incentive tax credits  
such as those previously found in  AS 43.26. The advantages o f those a lterna­
tiv e s  over the .Investment c red it approach in  the B i l l  are that the e ffe c t on 
revenue to  the State would be fo r a known period o f time, and that businesses 
able to  b e n e fit from the tax exemptions would be selected by a State agency 
w ith in  le g is la t iv e  guidelines which encourage mineral development and con­
stru c tio n  o f gas processing f a c i l i t ie s .
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S U G G E S T I O N S  F O B  I M P R O V I N G  T H E  P R E S E N T  B I L L

1. Remove the geographic lim ita tio n s  in  the B i l l .  Development o f gas pro­
cessing f a c i l i t ie s  and State resources would be b e n e fic ia l w ithout re­
gard to  the region o f development. Major o i l  companies have mining and 
gas processing in te re sts  and would be l ik e ly  to  ra ise  a c o n s titu tio n a l 
challenge to  a geographic lim ita tio n .

2. E ith er keep the present l im it  on q u a lif ie d  investment or keep the cur­
rent 18% o f the Federal l im it  on the amount o f the c re d it. The State 
has the p o te n tia l o f  having 19 years o f f is c a l impact from an investment 
tax c re d it, the year i t  arises, 3 p rio r years and 15 subsequent years, 
anything to  make the impact predictable w i l l  a id the budget process.

3. L im it the number o f years to  which the investment c re d it could be
carried backward or forward. As stated above, the In te rn a l Revenue Code
provides fo r 3 years back and 15 forward. A shorter period o f time
would be in  the S ta te 's  best in te re s t.

4. S p e c ific a lly  l i s t  the minerals which the State wishes to  encourage the 
development o f rather than refer to  the code. For example, the code 
l is t s  gravel in  the referenced section; is  th is  a mi-.cral the le g is la ­
ture wishes to subsidize w ith an investment tax credit?

5. Research whether the B i l l  would a c tu a lly  reach the desired re s u lts . Is
an investment c re d it r e a lly  going to  make a d ifference in  development 
decisions?

S U M M A R Y

This B i l l  seeks to  encourage investing  in  gas processing f a c i l i t ie s  and 
certain  mining a c t iv it ie s  south o f the A rctic  C irc le  through special invest­
ment tax c re d its . The special investment tax c re d its  d if fe r s  from the current 
c red it in  that there is  no l im it  to the amount o f q u a lif ie d  investment and the 
c red it is  equal to  the f u l l  amount o f the Federal c re d it. The new credits 
would have f is c a l impacts on the tax year in  which they a rise  and may have an 
e ffe c t in  3 p rio r and 15 subsequent years.

The le g is la tu re  should explore the actual effectiveness o f the proposed 
c re d it and whether other programs would reach the desired end more d ire c tly  
without such f a l l -o u t  e ffe c ts  such as Federal leakage and u n p re d ic ta b ility  o f 
future State revenue.
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CIRI C O O K  I N L E T  R E G I O N  I N C .

I n t e r  -  O f f i c e  M e m o r a n d u m

TO: Lance Anderson, Vice President, F in a n c e /

FROM: Steve H illard, Vice President and General Counsel

Date: March 28, 1983

Subject: C O N STITU TIO N A LITY OF GEOGRAPHIC CLASSIFICATION IN INVESTMENT
TA X CREDIT BILL

You have asked for a review of the constitutionality of a geographic distinction 
contained in an bill drafted by CIRI and introduced in the Alaska State 
Legislature. The legislation will grant certain investment tax credits to those 
gas processors located south of the Arctic Circle. The question presented is 
whether th is type o f classification, based on geography, violates the United 
States or Alaska Cf nstitutions.

Based upon a review of pertinent federal and state authorities, it is my view 
that the proposed legislation does not violate the United States or Alaska 
Constitutions.

I . Federal Constitutional Issues
m

It  is useful to note at the outset that there is one significant constitutional 
provision which does not appear to apply to the proposed tax credit. The 
United States Constitution provides that all taxes levied by Congress shall be 
uniform throughout the United States. U .S . Const. A r t. 1, Section 8. The 
United States Supreme C ourt has consistently interpreted this requirement to 
mean geographic uniform ity. " Knowlton v .  Moore, 178 U .S . 41 (1900); Steward 
v .  Davis, 301 U .S . 494 (1938JT Under this interpretation, distinctions among 
the states are impermissible. T h u s , the United States District Court for the 
D istrict of Wyoming has recently held that the Crude OH Windfall Profits Tax 
Act of 1980 is unconstitutional because it  exempts oil produced from north of 
the Arctic Circle. Ptasvnski v .  United States, 82-2 USTC Para. 9654 (D .C . 
Wyo. 1982). The court noted that although rational justifications for the 
exemption do exist, the exemption is specifically forbidden by the Constitution. 
In short, the court appeared to hold that geographic distinctions are per se 
unconstitutional. The United States Supreme Court recently has determined to 
review this distinction. •

In light of these precedents, it  would appear that if  Congress were to enact the 
proposed b ill, the bill would run a strong risk of being held unconstitutional. 
The federal uniform ity provision, however, by its terms applies only to acts of 
Congress, not acts of the states. Generally it  has been held, for example, that 
there is nothing in the United States Constitution which requires state taxation 
to be uniform. See Carmichael v .  Southern Coal C o., 3?1 U .S . 495 (1937). 
T h u s , the proposed legislation does not violate tEe uniform ity clause of the 
United States Constitution.

e
It  is also possible to assert that the legislation violates the Equal Protection 
Clause of the Fourteenth Amendment. It might be contended, in other words,* 
that the proposed legislation impermissibly discriminates against gas processors
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• located north of the Arctic Circle. The United States Supreme Court, however, 

has consistently held that where state "taxation is concerned and no special 
r ig h t, apart from equal protection, is imperiled, the States have large leeway in 
making classifications and drawing lines which in their judgment produce
reasonable systems o f taxation." Lehnhauser v . Lake Shore Auto Parts, 410
U .S . 356 (1973); State Board of Tax Comm'rs of Indiana v .  Jackson, 283 U .S . 
527 (1931). The appropriate test to be applied to state taxation schemes is 
whether the state classification has a "rational basis" or whether it  is "palpably 
a rb itrary" or "capricious." k i. I f  "any state o f facts "reasonably can be
conceived" to ju s tify  a classification, the Court will sustain it.

Applying the foregoing principles to the proposed legislation, it appears that 
the Supreme Court would uphold, the classification. Although not in the context 
o f a taxation case, the Supreme Court has specifically stated that the "Equal 
Protection Clause relates to equality between persons as such rather than 
between areas . . . .  Territorial uniform ity is not a constitutional requisite." 
Salsburg v . M aryland, 346 U .S . 545 (1954). In the tax area, the Court has 
upheld a state tax which provided for d ifferent tax rates based on the
"g ravity" of certain oil and which arguably discriminated between oil produced 
in Northern and Southern Louisiana. Ohio Oil Co. v . Conway, 228 U .S . 146 
(1930). The Court held that the classification based on "gravity" was not 
unreasonable. Although not directly on point, since the case did not involve a 

. specific geographic >--stinction, Conway does confirm that the Court will apply a 
relaxed standard ol review to state t'axation schemes and that all areas of a 
state need not have,.an equal tax burden.
A number o f lower courts have specifically addressed state tax classifications
based on geography. These courts have held that "distinctions based on 
geographical areas are not, in and of themselves, violative of the Fourteenth 
Amendment." Levy v . Parker, 346 ’F.Supp. 877 (E .D . La. 1972); McCarthy v . 
Jones, 449 F.S upp. 480 (5 .D . Ala. 1973) (no "rational basis" for d ifferent tax 
rates for d ifferent counties); Weissinger v . Boswell, 330 F.Supp. 615 (M .D . 
A la . 1979) (same). These courts ~ have explained that a state "must 
demonstrate, i f  it  wishes to establish different classes o f property based on 
d ifferent geographical locations —  e .g .,  rural areas as opposed to urban areas 
—  that the classification is neither capricious nor arb itrary but rests upon some 
reasonable consideration of difference or policy." Jcl.

The question thus remains whether the justification asserted for the geographic 
classification in this case —  to encourage the location of a certain industry in a 
certain region of the State —  is sufficient to sustain the classification. 
Although I have not found a case directly on point, the Supreme Court has 
suggested that tax classifications designed to create incentives for business to 
locate within a state are permissible. In Allied Stores o f Ohio v . Bowers, 358 
U .S . 522 (1959), the Court stated that a tax statute which "encourages the 
location w ithin the state o f needed and useful industries by exempting them, 
though not also others, from its taxes is not arb itrary and does not violate the
Equal Protection Clause of the Fourteenth Amendment." The same rationale
would appear to apply equally well to the proposed legislation here, since it  is 
designed to encourage location of a business in a particular part of the state.
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•II. Alaska Constitutional Issues

There are at least three potential issues under the Alaska Constitution. F irst, 
the legislation might violate an implied requirement o f "equality and uniform ity" • 
of all state taxes. Second, the legislation might violate the Equal Protection 
Clause found in the Alaska Constitution, A rticle I,  Section 1, which has been 
interpreted somewhat d ifferently from the Equal Protection Clause o f the 
Fourteenth Amendment. T h ird , the legislation might constitute a "local or 
special act" prohibited by Article I I ,  Section 19 o f the Alaska Constitution. Let 
me address the f ir s t  two issues together, since they are interrelated.
It is necessary to begin with a b it of background. The vast majority of state 
constitutions embody some provisions for "uniform or equal" taxes. There is, 
however, no such provision in the Alaska Constitution. The general rule 
appears to be that in the absence of express provision in the state constitution, 
it  is not essential that state tax statutes operate equally and uniform ly. See 
generally 84 C .J .S . 2d. Taxation, Section 21 (discussing authorities )T 
However, at least one court has held that the principle of uniform ity in taxation 
applies even in the absence of an explicit constitutional provision. See, e .g . .  
Commissioners of Sinking Fund of C ity of Louisville v .  Ohio Valley Grocery 
Store Co.. 240 S.W . 2d 56 ( K y .) .  Thus, there is at least some possibility that 
a court might imply a uniform ity requirement in the Alaska Constitution.

This possibility is further complicated in the State o f Alaska. Although the 
Constitution of the State of Alaska nowhere requires state taxes to be u n ifo rn . 
Section 9 of the Organic Act o f Alaska, 48 U .S .C . Section 28, provides that 
"all taxes should be uniform upon the same class of subjects." Under the 
Organic Act, the courts have interpreted the. requirement of uniform ity to 
require geographic uniform ity. In Hess v . M ullaney, 91 F.Supp. 139 (D .C . 
Alaska 1950), reversed on other grounds, 189 F.2d 417 (9th C ir. 1950), the 
court considered whether Alaska's firs t property tax violated the uniform ity 
requirement of the Organic A ct. The property tax levied a tax on all 
properties in the state, provided that i f  the property was located within an 
incorporated c ity , town or school d istric t, that entity  should assess and collect 
the ta x. P la intiff claimed-that the tax was unlaw ful, since property would be 
taxed differently depending on where i t  was located. The District Court 
agreed, reasoning that classifications may not be based on geographical lines or 
mere location of the property.

This view was somewhat modified in a successor case, Hess v . Mullaney, 102 F. 
Supp. 430 (D .C . Alaska 1952), affirm ed, 213 F .2c T T 3 3 "'(S th  C ir. 1954). 
Although the court ultimately upheld the property ta x, it acknowledged that 

."unquestionably, systematic geographical discriminations in the burdens o f 
taxation have been held void." The court found, however, that "we assume 
that the uniform ity clause of the Organic Act requires the same measure of 
uniformity or equality which is required by the Equal Protection Clause of the 
Fourteenth Amendment." The court held that under the "rational basis" test, it  
was reasonable for the legislature to have cities assess and collect taxes for 
property within th eir jurisdiction.
In light of the foregoing, a strong argument can be made that a separate and 
distinct "uniformity" requirement no longer exists in Alaska. F irst, the Alaska 
Constitution does not provide for uniform ity. The Organic Act is a mere act of 
Congress, and, whatever its continuing effect in lig h t of Alaska statehood, it
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probably adds little  to the provision of the Alaska Constitution. Second, even 
if  the uniform ity requirement of the Organic Act is still controlling, the Ninth 
C ircuit in Hess v . Mullaney held that the Alaska uniformity requirement is no 
stricter than the equal protection requirement.

A recent case, State v . Reefer King C o ., In c ., 559 P .2d 56 (Alas. 1976), 
support this view and is particularly relevant to this case. The case involved 
the constitutionality of a state tax which drew a distinction between “floating" 
and "shore-based" fish processors. Because the tax placed a higher tax rate 
on floating processors, the floating processors claimed that the statute created 
an illegal classification under the State equal protection clause. The Alaska 
Supreme Court rejected that contention. Although the classification could in 
one sense be deemed to be a "geographical" classification, the Court did not 
even mention the Hess v . Mullaney cases. Instead, the Court held that the 
classification should be tested against the State's equal protection analysis, 
which provides that a statutory classification must

"be reasonable, not a rb itra ry, and must rest 
upon some ground of difference having fair 
and substantial relation to the object of the 
legislation, so that all persons similarly 
circumstanced, shall be treated a lik e ."

The Court held that the classification reflected a legislative judgment that 
shore-based processors make a more valuable contribution to the State's local 
economies than the floating processors. According to the Court, it  is not 
a rb itra ry  for the legislature to conclude that shore-based processors were to be 
preferred over floating processors, which distributed economic benefits over 
several locations. And, in important language for the present issue, the Court 
concluded that # ■ *

"The state may legitimately encourage, 
through tax incentives or exemptions, 
industries or types of industries which it  
considers desirable, and this method of 
encouragement does not deprive other 
taxpayers, who do not qualify for the 
benefit, of equal protection of the laws.

Two additional points should be made with respect to Reefer King. F irs t, the 
case strongly supports the notion that the State of Alaska may make a 

.classification in order to encourage businesses to locate in a particular area. A 
prim ary reason for CIRI's proposed legislation, of course, is to encourage gas 
processors to locate south of the Arctic Circle. Second, the equal protection 
test adopted by the Alaska Supreme Court is somewhat more demanding than the 
test used in interpreting the Equal Protection Clause of the Fourteenth 
Amendment. The Alaska test, for example, requires the classification to bear a 
"fair and substantial" relation to the purpose o f the statute, rather than merely 
a "reasonable" relationship. More significantly, under the Alaska test, unlike 
the federal test, the courts will "no longer hypothesize facts which would 
otherwise sustain questionable litigation." Isakson v . Rickey, 550 P .2d 359 
(1975). T h is  means that in order to survive constitutional scrutiny, the 
proposed legislation must clearly articulate the purpose of the legislation and • 
the rationale for the geographic classification. The rationale for the geographic 
classification is expressly contained in the investment tax credit b ill.
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There is one final issue. A rticle I I ,  Section 19 of the Alaska Constitution 
provides that the "legislature shall pass no local or special act if  a general act 
can be made applicable." In this case, it  could be argued that the proposed 
legislation is a local or special act in that it  favors a particular region of the 
State.

,  f t  .
It  is doubtful that the proposed legislation constitutes a local or special act. In 
Baucher v .  Engstrom, 528 P .2d 456 (Alas. 1974), the Alaska Supreme Court
stated th a t "legislation does not become local merely because it operates only on
a limited number o f geographical areas rather than on a statewide geographical 
basis. A legislative act may affect only one of a few areas and yet relate to a 
matter o f statewide concern or common interest." Accord, Abrams v . State, 534 
P .2d 91 (A las. 1975); State v . Lewis, 559 P .2d 630, cert denied, 432 U .S . 901 
(1977) (upholding the land exchange between C IR I” the United States and 
Alaska). T hu s, to the extent the proposed legislation is a matter of statewide 
concern, which we believe it  is , the proposed legislation is permissible.

More significantly, the Alaska Supreme Court in State v .  Lewis held that the 
test for determining what constitutes "local or special" acts is substantially the 
same for determining what violates the State equal protection clause. If  the
equal protection standard is satisfied, "the legislation will not be invalid
because o f incidental local or private advantages." Id. In terms of our case, 
then, the crucial issue is whether the proposed legislation violates the State 
standard o f equal protection. I f  not. Article I I ,  Section 19 will not pose a 
problem.
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S P E C I A L  I N V E S T M E N T  T A X  C R E D I T  L E G I S L A T I O N

A s  p r o j e c t i o n s  o f  d e c l i n i n g  r e v e n u e  l o o m  i n  A l a s k a ' s  

n e a r  f u t u r e ,  w e  m u s t  b e g i n  t o  d i v e r s i f y  o u r  e c o n o m y  s o  t h a t  

b o t h  s t a t e  g o v e r n m e n t  a n d  l o c a l  e c o n o m i e s  a r e  n o t  s o  h e a v i l y  

d e p e n d e n t  o n  o i l  d e r i v e d  r e v e n u e s .  I h a v e  i n t r o d u c e d  

l e g i s l a t i o n  w h i c h  w o u l d  a c c o m p l i s h  t h i s  g o a l  b y  e s t a b l i s h i n g  

a s p e c i a l  i n v e s t m e n t  t a x  c r e d i t .  S u c h  a c r e d i t  w o u l d  a p p l y  

f o r  i n v e s t m e n t s  t o  d e v e l o p  g a s  p r o c e s s i n g  f a c i l i t i e s  S o u t h  o f  

t h e  A r c t i c  C i r c l e  a n d  t o  i n v e s t m e n t s  f o r  e x p l o r a t i o n ,  

d e v e l o p m e n t  a n d  m i n i n g  o f  m i n e r a l s  o t h e r  t h a n  o i l  a n d  g a s  

t h r o u g h o u t  A l a s k a .  A  m a j o r  p r i o r i t y  o f  b o t h  m y s e l f  a n d  t h e  

H o u s e  M a j o r i t y  i s  d i v e r s i f i c a t i o n  o f  o u r  e c o n o m y .  I b e l i e v e  

e n a c t m e n t  o f  t h i s  l e g i s l a t i o n  w o u l d  g o  a l o n g  w a y  t o w a r d s  

a c h i e v i n g  t h a t  g o a l .

C u r r e n t l y  s t a t e  l a w  l i m i t s  t h e  a m o u n t  o f  i n v e s t m e n t  t a x  

c r e d i t  (ITC) w h i c h  i s  a l l o w e d  t o  c o r p o r a t i o n s  i n  c o m p u t i n g  

t h e i r  A l a s k a  i n c o m e  t a x e s  t o  1 8 %  o f  t h e  a m o u n t  o f  i n v e s t m e n t  

t a x  c r e d i t  w h i c h  i s  a l l o w e d  f o r  f e d e r a l  i n c o m e  t a x  p u r p o s e s .  

S o  w h i l e  t h e  F e d e r a l  I T C  is 1 0 % ,  t h e  A l a s k a  i n v e s t m e n t  t a x  

c r e d i t  i s  o n l y  1 . 8 % .  C u r r e n t  l a w  a l s o  l i m i t s  t h e  I T C  w h i c h  i s  

a l l o w e d  i n  c o m p u t i n g  A l a s k a  i n c o m e  t a x e s  t o  t h e  f i r s t  $ 2 0  

m i l l i o n  o f  q u a l i f i e d  i n v e s t m e n t  p u t  i n t o  u s e  i n  t h e  s t a t e  f o r  

e a c h  t a x a b l e  y e a r .  T h a t  l i m i t a t i o n  w o u l d  b e  r e m o v e d  b y  t h i s  

b i l l .

T h e  A l a s k a  t a x  c r e d i t  w o u l d  o n l y  a p p l y  t o  i n v e s t m e n t s  

w h i c h  a l s o  q u a l i f y  f o r  t h e  f e d e r a l  c r e d i t .  T h i s  is p r i m a r i l y  

p e r s o n a l  p r o p r t y  s u c h  a s  t r u c k s ,  m a c h i n e r y  a n d  m a n u f a c t u r i n g  

e q u i p m e n t .
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I t  w o u l d  n o t  i n c l u d e  r o a d s ,  b u i l d i n g s ,  m i n e  s i t e s  a n d  s u c h  

t h i n g s  a s  f e a s i b i l i t y  s t u d i e s .  U s i n g  t h e  $1 b i l l i o n  Q u a r t z  

H i l l  m i n e  p r o j e c t  f o r  e x a m p l e ,  a  v e r y  l i m i t e d  a m o u n t  o f  t h a t  

d e v e l o p m e n t  w o u l d  q u a l i f y  f o r  t h e  t a x  c r e d i t .  B u t  e n o u g h  o f  

a n  i n c e n t i v e  w o u l d  b e  c r e a t e d  t o  a t t r a c t  i n d u s t r y  t o  A l a s k a  

t h a t  c u r r e n t l y  i s  l a c k i n g .

T h e  p r o m o t i o n  o f  e x p l o r a t i o n ,  d e v e l o p m e n t  a n d  m i n i n g  o f  

m i n e r a l s  a n d  o t h e r  n a t u r a l  d e p o s i t s  i n  t h e  s t a t e  w i l l  

e n c o u r a g e  d e v e l o p m e n t  o f  A l a s k a ' s  n o n  o i l  a n d  g a s  m i n e r a l  

r e s o u r c e s .  T h i s  l e g i s l a t i o n  w o u l d  a l s o  a c c e l e r a t e  t h e  

d i v e r s i f i c a t i o n  o f  t h e  s t a t e ' s  e c o n o m y  a n d  e m p l o y m e n t  b a s e .

O n e  n e w  a d d i t i o n  t o  t h i s  l e g i s l a t i o n ,  n o t  i n c l u d e d  in 

t h e  v e r s i o n  w h i c h  p a s s e d  t h e  H o u s e  l a s t  s e s s i o n ,  is i n c l u s i o n  

o f  g a s  p r o c e s s i n g  f a c i l i t i e s  S o u t h  o f  t h e  A r c t i c  C i r c l e .

T h e r e  a r e  a r e a s  i n  A l a s k a  w h e r e  e s t a b l i s h e d  i n f r a s t r u c t u r e ,  

a c c e s s  t o  i c e  f r e e  p o r t s  a n d  s u b s t a n t i a l  a m o u n t s  o f  

u n c o m m i t t e d  r e s e r v e s  o f  n a t u r a l  g a s  c o m b i n e  t o  p r o v i d e  g r e a t  

p o t e n t i a l  f o r  g a s  p r o c e s s i n g  d e v e l o p m e n t  a n d  e x p o r t  a c t i v i t y .  

T h e  d e v e l o p m e n t  o f  t h e s e  g a s  p r o c e s s i n g  f a c i l i t i e s  w i l l  

p r o m o t e  f u l l  a n d  s t a b l e  e m p l o y m e n t  a n d  m i n i m i z e  a d v e r s e  

p o p u l a t i o n  a n d  e n v i r o n m e n t a l  i m p a c t s .

I e x p e c t  t h e  i m p a c t  o n  s t a t e  r e v e n u e s  u p o n  e n a c t m e n t  o f  

t h i s  l e g i s l a t i o n  w o u l d  b e  m i n i m a l .  W h i l e  i n i t i a l l y  t h e r e  

w o u l d  b e  b e  a s l i g h t  l o s s  o f  r e v e n u e ,  t h e  l o n g  r a n g e  g o a l  t o  

p r o m o t e  i n v e s t m e n t  a n d  d e v e l o p m e n t  w o u l d  i n c r e a s e  n o n  

p e t r o l e u m  r e l a t e d  r e v e n u e  i n  f u t u r e  y e a r s .  T h e  i n v e s t m e n t  t a x  

c r e d i t  i s  a t e m p o r a r y  t a x  r e d u c t i o n  d i r e c t l y  t i e d  t o  

p r o f i t a b l e  i n v e s t m e n t  t h a t  w i l l  p r o d u c e  i n c r e a s e d  r e v e n u e s  i n  

t h e  f u t u r e .  A d d i t i o n a l l y ,  i n v e s t m e n t s  i n  t a r g e t e d  i n d u s t r i e s  

m a y  s u b s t a n t i a l l y  e x p a n d  l o c a l  g o v e r n m e n t s  s a l e s  a n d  p r o p e r t y  

t a x  b a s e s .  I f  t h e  P r u d h o e  b a y  c u r v e  is a c c u r a t e ,  a n d  o i l  

r e v e n u e s  b e g i n  t o  d e c l i n e  i n  t h e  l a t e  1 9 8 0 's, i t  i s  o u r  

r e s p o n s i b i l i t y  t o  p l a n  t o  o f f s e t  t h a t  d e c l i n e .  I a m  

c o n f i d e n t  i t  w i l l  h a v e  t h e  s u p p o r t  o f  t h e  a d m i n i s t r a t i o n ,  

w h i c h  h a s  s t a t e d  a d e s i r e  t o  r e a c h  t h i s  g o a l  a s  w e l l .

# # # # # # #
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§ 4 3 .2 0 .0 2 1 A l a s k a  S t a t u t e s  S u p p l e m e n t
§ 43.20.021

§ 4 3 . 2 0 . 0 3 0

2 2 ,  S L A  1 9 8 0 ,  u n c o n s t i t u t i o n a l  a s  
v i o l a t i v e  o f  t h e  e q u a l  p r o t e c t i o n  p r o v i s i o n  
o f  a r t .  I ,  § 1 o f  t h e  A l a s k a  c o n s t i t u t i o n .

Sec. 43.20.021, Internal R e v e n u e  C o d e  adopted by reference
(a) Subtitle F  and chapter 1 of subtitle A  of the 1954 Internal Revenue 
Code, Public L a w  83-591, as amended, are adopted by reference u  a 
part of A S  43.2C.011 —  43.20.350, except that those provisions of th* 
Internal Revenue Code adopted after December 31,1975 which change 
or modify exemptions from tax or credits against tax are not adopted 
by reference as a part of A S  43.20.011 —  43.20.350 until the stctmi 
January 1 following the effective date of the federal law. These portion* 
of the Internal Revenue Code have full force and effect under AS 
43.20.011 —  43.20.350 unless excepted to or modified by other prow 
sions of A S  43.20.011 —  43.20.350.

(b) For purposes of calculating the federal tax payable on perv~_»; 
holding companies provided for in the provisions of Internal Revenue 
Code § 541, the rate is 12.6 per cent.

(c) For purposes of calculating the alternative tax on capital 
provided for in the provisions of Internal Revenue Code § 1201, thr 
rate is 4.5 percent for corporations.

(3) Where a credit allowed under the Internal Revenue Code m  also 
allowed in computing Alaska income tax, it is limited to 18 percent fee 
corporations of the amount of credit determined for federal income lax 
purposes which is attributable tp Alaska.

(e) Repealed by § 10 ch 1 S S S L A  1980 and § 9 ch 2 SSSLA I960

(f) For the purpose of calculating the minimum tax on laxminimum tax on 

preferences provided for in §§ 56 —  58 of the Internal Revenue Code 
(26 U.S.C. §§ 56 —  58), the rate is 18 percent for corporations of lb* 

applicable m i n i m u m  federal tax rate.
'g) For purposes of calculating the acc mulated earnings tax as pro­

vided in § 531 of the Internal Revenue Code, the rate is 4.95 percrcfi 
of the first $100,000 of accumulated taxable income and 6.93 pcrtmi 
of accumulated taxable income in excess of $100,000. (§ 2 ch 70 SLA 
1975; a m  §§ 1, 2 ch 125 S L A  1976; a m  §§ 12,13 ch 113 S L A  1950. *=• 
§§3 —  5, 10 ch 1 S S S L A  1980; a m  §§ 3 —  5, 9 ch 2 SSSLA I960.

E f f e c t  o f  a m e n d m e n t s .  —  T h e  f i r s t  
1 9 8 0  a m e n d m e n t ,  r e t r o a c t i v e  t o  J a n u a r y  
1 ,  1 9 8 0 ,  i n  s u b s e c t i o n  (d ) ,  d e l e t e d  " o f  t h e  
a m o u n t  o f  t h e  c r e d i t  d e t e r m i n e d  f o r  
f e d e r a l  i n c o m e  t a x  p u r p o s e s ”  f o l l o w i n g  " i s  
l i m i t e d  t o  1 6  p e r c e n t ” , i n s e r t e d  " a n d  
f i d u c i a r i e s , ”  a n d  a d d e d  " o f  t h e  a m o u n t  o f  
c r e d i t  d e t e r m i n e d  f o r  f e d e r a l  i n c o m e  t a x  
p u r p o s e s  w h i c h  i6  a t t r i b u t a b l e  t o  A l a s k a " ;  
a n d  a d d e d  s u b s e c t i o n  (g ) .

T h e  s e c o n d  1 9 8 0  a m e n d m e n t ,  r e t r o a c ­
t i v e  t o  J a n u a r y  1 ,  1 9 8 0 ,  d e l e t e d  " a n d  4  
p e r c e n t  f o r  i n d i v i d u a l s  a n d  f i d u c i a r i e s ”

f r o m  t h e  e n d  o f  s u b s e c t i o n  (ct.  " 1 6  
f o r  i n d i v i d u a l s  a n d  f i d u e i a n r *  
f o l l o w i n g  " l im i t e d  t o ”  i n  * u b « r t » »  
a n d  " 1 6  p e r  c e n t  f o r  i n d i v i d u a l *  * • «  
f o l l o w i n g  " t h e  r a t e  i s ”  i n  
a n d  r e p e a l e d  s u b s e c t i o n  (e) .  » n »
" F o r  t h e  p u r p o s e  o f  c a l c u l a t i n g  t h *  w *
m u m  t a x  r a t e  o n  e a r n e d
v i d e d  f o r  i n  5 1 3 4 8  0/  i £ V  7
R e v e n u e  C o d e  ( 2 6  U . S . C .  5 1 3 4 -  .
i s  9 . 5  p e r c e n t  f o r  i n d i v i d u a l s .  ^

T h e  t h i r d  1 9 8 0  a m e n d m e n t .  
t o  J a n u a r y  1 .  1 9 7 9 .  m a d e  * * *

c h a n g e s  a s  t h e  s e  
E d i t o r ’ s  n o t e s  

S L A  1 9 8 0  m a k e s  
A c t  a p p l i c a b l e  t o - 
D e c e m b e r  3 1 , 1 9 "

Q u o t e d  i n  IV 
D e p a r t m e n t  o f  R
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S U B J E C T :

T O :

F R O M :

E q u a l  p r o t e c t i o n  a n a l y s i s  o f  H B  2 5 8

R e p r e s e n t a t i v e  A l b e r t  P. A d a m s  
C h a i r m a n ,  H o u s e  F i n a n c e  C o m m i t t e e  
A t t n :  L o u a n n  C u t l e r

R i c h a r d  C. F o l t a  
L e g i s l a t i v e  C o u n s

I h a v e  r e v i e w e d  t h e  " c o n s t i t u t i o n a l i t y  o f  g e o g r a p h i c  c l a s s i ­
f i c a t i o n  i n  t h e  i n v e s t m e n t  t a x  c r e d i t  b i l l "  m e m o r a n d u m  b y  
C o o k  I n l e t  R e g i o n ,  I n c . ,  c o n c e r n i n g  t h e  a b o v e  r e f e r e n c e d  
b i l l .  I c o n c u r  i n  t h e i r  v i e w  t h a t  t h e  p r o p o s e d  l e g i s l a t i o n  
d o e s  n o t  v i o l a t e  t h e  c o n s t i t u t i o n .

T h e  A l a s k a  S u p r e m e  C o u r t  h a s  a m o r e  r i g o r o u s  e q u a l  
p r o t e c t i o n  r e q u i r e m e n t  t h a n  t h e  U . S .  S u p r e m e  C o u r t ,  a s  
e l i c i t e d  i n  S t a t e  v. E r i c k s o n , 5 7 4  P . 2d 1 ( 1 9 7 8 ) ,  a s  

f o l l o w s :

. . . m u s t  l o o k  t o  t h e  p u r p o s e  o f  t h e  s t a t u t e ,  v i e w i n g  
t h e  l e g i s l a t i o n  a s  a w h o l e ,  a n d  t h e  c i r c u m s t a n c e  s u r ­
r o u n d i n g  it. I t  m u s t  b e  d e t e r m i n e d  t h a t  t h i s  p u r p o s e  
is l e g i t i m a t e ,  t h a t  i t  f a l l s  w i t h i n  t h e  p o l i c e  p o w e r  o f  
t h e  s t a t e ,  E x a m i n i n g  t h e  m e a n s  u s e d  t o  a c c o m p l i s h  t h e  
l e g i s l a t i v e  o b j e c t i v e  a n d  t h e  r e a s o n s  a d v a n c e d .  T h e r e ­
f o r e ,  t h e  c o u r t  m u s t  t h e n  d e t e r m i n e  w h e t h e r  t h e  m e a n s  
c h o s e n  s u b s t a n t i a l l y  f u r t h e r  t h e  g o a l s  o f  t h e  e n a c t ­
m e n t .  F i n a l l y ,  t h e  s t a t e  i n t e r e s t  i n  t h e  c h o s e n  m e a n s  

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

T h e r e  a r e  f i v e  p u r p o s e s  m e n t i o n e d  f o r  t h e  i n v e s t m e n t  t a x  
c r e d i t  i n  H B  2 5 8 ,  a l l  o f  w h i c h  a r e  l e g i t i m a t e  a n d  p r o p e r .  
H o w e v e r ,  o n l y  t h e  f i r s t  p u r p o s e  r e l a t e s  t o  w h y  t h e  c r e d i t  i s  
t o  b e  i n  e f f e c t  o n l y  s o u t h  o f  t h e  A r c t i c  C i r c l e .  A l l  t h e  
o t h e r  p u r p o s e s  a r e  j u s t  a s  c o m p e l l i n g  f o r  f a c i l i t i e s  n o r t h  
o f  t h e  A r c t i c  C i r c l e .  In m y  o p i n i o n  t h e  f i r s t  p u r p o s e  is 
c o n s t i t u t i o n a l l y  s u f f i c i e n t  t o  s u s t a i n  t h e  g o a l  o f  t h e



R e p r e s e n t a t i v e  A l b e r t  P. A d a m s  
P a g e  2

A p r i l  11, 1 9 8 3

p r o p o s e d  e n a c t m e n t .  T h e  s t a t e  i n t e r e s t  i n  e n c o u r a g i n g  
d e v e l o p m e n t  s o u t h  o f  t h e  A r c t i c  C i r c l e  w h e r e  i c e - f r e e  p o r t s  
a r e  a v a i l a b l e  n e a r  e s t a b l i s h e d  p o p u l a t i o n  c e n t e r s  a p p e a r s  t o  
o u t w e i g h  t h e  t a x  d i s c r i m i n a t i o n  t h a t  w o u l d  b e  i n  e f f e c t  o n  
i n d u s t r i e s  n o r t h  o f  t h e  A r c t i c  C i r c l e .

R C F t l j b
1 4 - 0 0 4
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3 I N  T H E  L E G I S L A T U R E  O F  T H E  S t A T E  O F  A L A S K A

4  T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A BILL

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  e s t a b l i s h i n g  a  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t ;

7 a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1. L E G I S L A T I V E  F I N D I N G S  A N D  I N T E N T .  T h e  l e g i s l a t u r e  f i n d s

10 a n d  d e c l a r e s  t h a t

11 (1) t h e r e  e x i s t  a r e a s  o f  t h e  s t a t e  s o u t h  o f  t h e  A r c t i c  C i r c l e  i n

1 2  w h i c h  t h e  f a c t o r s  o f  e s t a b l i s h e d  p o p u l a t i o n  c e n t e r s ,  e s t a b l i s h e d  i n f r a -

13 s t r u c t u r e ,  a c c e s s  t o  i c e - f r e e  p o r t s ,  a n d  s u b s t a n t i a l  u n c o m m i t t e d  r e s e r v e s

14 o f  n a t u r a l  g a s  c o m b i n e  t o  p r o v i d e  a n  o p t i m u m  b a s i s  f o r  g a s  p r o c e s s i n g

15 d e v e l o p m e n t  f o r  a n  e x p o r t  m A r k e t ;

16 (2) d e v e l o p m e n t  o f  g a s  p r o c e s s i n g  f a c i l i t i e s  i n  t h e  a r e a s  w i l l

17 m i n i m i z e  a d v e r s e  p o p u l a t i o n  a n d  e n v i r o n m e n t a l  i m p a c t s  o n  t h e  o t h e r  a r e a s  o f

18 t h e  s t a t e ;

19 (3) d e v e l o p m e n t  o f  g a s  p r o c e s s i n g  f a c i l i t i e s  i n  t h e  a r e a s  w i l l

2 0  p r o m o t e  f u l l  a n d  s t a b l e  e m p l o y m e n t ,  p r o m o t e  t h e  c r e a t i o n  o f  e x p o r t  m a r k e t s

2 1  f o r  t h e  n a t u r a l  e n e r g y  r e s o u r c e s  o f  t h e  s t a t e ,  a n d  p r o m o t e  t h e  l o n g - t e r m

2 2  d e v e l o p m e n t  o f  o t h e r  n a t u r a l  r e s o u r c e s  i n  t h e  s t a t e ;

23 (4) i t  i s  i n  t h e  s t a t e w i d e  p u b l i c  i n t e r e s t ,  a n d  i s  d e c l a r e d  t o

24 b e  a  p u b l i c  p u r p o s e ,  t o  p r o m o t e  t h e  p r o s p e r i t y  a n d  g e n e r a l  w e l f a r e  o f  a l l

25 c i t i z e n s  o f  t h e  s t a t e  b y  s t i m u l a t i n g  t h e  d e v e l o p m e n t  o f  g a s  p r o c e s s i n g

26 f a c i l i t i e s  i n  s u c h  a r e a s ;

27 (5) i t  i s  f u r t h e r  i n  t h e  s t a t e w i d e  p u b l i c  i n t e r e s t ,  a n d  i s

28 d e c l a r e d  t o  b e  a  p u b l i c  p u r p o s e ,  t o  p r o m o t e  t h e  e x p l o r a t i o n ,  d r i l l i n g  o f

29 w e l l s ,  d e v e l o p m e n t ,  a n d  m i n i n g  o f  m i n e r a l s  a n d  o t h e r  n a t u r a l  d e p o s i t s
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1 ( o t h e r  t h a n  o i l  a n d  g a s )  i n  t h e  s t a t e ,  t o  a s s i s t  t h e  s t a t e  b y  d i v e r s i f y i n g

2  i t s  e c o n o m y ,  t o  m a k e  i t  l e s s  d e p e n d e n t  o n  o i l  a n d  g a s ,  p r o v i d e  i n c r e a s e d

3 e m p l o y m e n t  o p p o r t u n i t i e s  a n d  p r o v i d e  a n  i n c e n t i v e  f o r  i n v e s t m e n t  i n  t h e

4  s t a t e ;  a n d

5 ( 6)  t h e  e s t a b l i s h m e n t  o f  a  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t  i s

6 n e c e s s a r y  i n  o r d e r  t o  p r o m o t e  a n d  a c c o m p l i s h  t h e  o b j e c t i v e s  l i s t e d  i n  (1) -

7 (5 ) o f  t h i s  s e c t i o n .

8 *  S e c .  2. A S  4 3 . 2 0 . 0 2 1 ( d )  i s  a m e n d e d  t o  r e a d :

9 (d) W h e r e  a  c r e d i t  a l l o w e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e  i s

1 0  a l s o  a l l o w e d  i n  c o m p u t i n g  A l a s k a  i n c o m e  t a x ,  i t  i s  l i m i t e d  t o  1 8

1 1  p e r c e n t  f o r  c o r p o r a t i o n s  o f  t h e  a m o u n t  o f  c r e d i t  d e t e r m i n e d  f o r  f e d -

12  e r a l  i n c o m e  t a x  p u r p o s e s  w h i c h  i s  a t t r i b u t a b l e  t o  A l a s k a .  T h i s  l i m i -

1 3  t a t i o n  s h a l l  n o t  a p p l y  t o  t h e  c r e d i t s  a l l o w e d  b y  A S  4 3 . 2 0 . 0 3 6 ( j )  a n d

1 4  j j c ^

15  *  S e c .  3. A S  4 3 . 2 0 . 0 3 6  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

16 (j ) F o r  p u r p o s e s  o f  c a l c u l a t i n g  i n c o m e  t a x  p a y a b l e  u n d e r  t h i s

17 c h a p t e r  t h e  t a x p a y e r  m a y  a p p l y  a s  a  c r e d i t  a g a i n s t  a  t a x  l i a b i l i t y  1 0 0

18  p e r c e n t  o f  t h e  i n v e s t m e n t  c r e d i t  a l l o w e d  a s  t o  f e d e r a l  t a x e s  u n d e r

19 I n t e r n a l  R e v e n u e  C o d e  S e c t i o n  3 8  ( 2 6  U . S . C .  3 8  P . L .  8 7 - 8 3 4 )  o n  t h e

2 0  f u l l  a m o u n t  o f  q u a l i f i e d  i n v e s t m e n t  p u t  i n t o  u s e  s o u t h  o f  t h e  A r c t i c

2 1  C i r c l e  i n  t h e  s t a t e  f o r  e a c h  t a x a b l e  y e a r  f o r  g a s  p r o c e s s i n g  f a c i l i -

2 2  t i e s ;  f o r  t h e  p u r p o s e s  o f  t h i s  p a r a g r a p h ,  " g a s  p r o c e s s i n g  f a c i l i t i e s "

2 3  m e a n s  p l a n t s  a n d  f a c i l i t i e s  f o r  p r o c e s s i n g  a n y  p r o d u c t ,  o t h e r  t h a n

2 4  c r u d e  o i l ,  o f  a n  o i l  o r  g a s  w e l l ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  l i q u e -

2 5  f i e d  n a t u r a l  g a s ,  m e t h a n o l  a n d  u r e a  p r o c e s s i n g  p l a n t s  a n d  f a c i l i t i e s ,

2 6  e x c l u d i n g  a n y  p i p e l i n e s  f r o m  o i l  a n d  g a s  w e l l s  t o  a n y  p l a n t s  a n d

2 7  f a c i l i t i e s .  T h e  a m o u n t  o f  c r e d i t  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l

2 8  n o t  b e  s u b j e c t  t o  t h e  l i m i t a t i o n s  i m p o s e d  b y  ( b )  o f  t h i s  s e c t i o n ,  b u t

2 9  a n y  c r e d i t  w h i c h  i s  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l  n o t  a l s o  b e
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1 a l l o w e d  u n d e r  (b ) o f  t h i s  s e c t i o n .  N o  c r e d i t  s h a l l  b e  a l l o w e d  u n d e r

2  t h i s  s u b s e c t i o n  f o r  a n y  i n v e s t m e n t  c r e d i t  w h i c h  i s  a l l o w e d  a s  t o

3 f e d e r a l  t a x e s  f o r  l e a s e d  p r o p e r t y  b y  r e a s o n  o f  s e c t i o n  1 6 8 ( f ) ( 8 )  P . L .

4  9 7 - 3 4  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  1 6 8 ( f ) ( 8 )  P . L .  9 7 - 3 4 ) .

5 (k) F o r  p u r p o s e s  o f  c a l c u l a t i n g  i n c o m e  t a x  p a y a b l e  u n d e r  t h i s

6 c h a p t e r  t h e  t a x p a y e r  m a y  a p p l y  a s  a  c r e d i t  a g a i n s t  a  t a x  l i a b i l i t y  1 0 0

7 p e r c e n t  o f  t h e  i n v e s t m e n t  c r e d i t  a l l o w e d  a s  t o  f e d e r a l  t a x e s  u n d e r

8 I n t e r n a l  R e v e n u e  C o d e  S e c t i o n  3 8  ( 2 6  U . S . C .  3 8  P . L .  8 7 - 8 3 4 )  o n  t h e

9 f u l l  a m o u n t  o f  q u a l i f i e d  i n v e s t m e n t  p u t  i n t o  u s e  s o u t h  o f  t h e  A r c t i c

1 0  C i r c l e  i n  t h e  s t a t e  f o r  e a c h  t a x a b l e  y e a r  f o r  e x p l o r a t i o n ,  d r i l l i n g  o f

1 1  w e l l s ,  d e v e l o p m e n t ,  o r  m i n i n g  o f  t h e  n a t u r a l  d e p o s i t s  l i s t e d  i n  S e c -

1 2  t i o n  6 1 3 ( b )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  6 1 3 ( b ) ) ( P . L .

1 3  8 9 - 8 0 9  a n d  P . L .  8 8 - 5 7 1 ) ;  f o r  t h e  p u r p o s e  o f  t h i s  s u b s e c t i o n ,  " m i n i n g "

1 4  h a s  t h e  m e a n i n g  g i v e n  i n  S e c t i o n  6 1 3 ( c ) ( 2 )  o f  t h e  I n t e r n a l  R e v e n u e

1 5  C o d e  ( 2 6  U . S . C .  6 1 3 ( c ) ( 2 )  P . L .  8 5 - 8 6 6 ) .  T h e  a m o u n t  o f  c r e d i t  a l l o w e d

1 6  u n d e r  t h i s  s u b s e c t i o n  s h a l l  n o t  b e  s u b j e c t  t o  t h e  l i m i t a t i o n s  i m p o s e d

17  b y  (b) o f  t h i s  s e c t i o n ,  b u t  a n y  c r e d i t  w h i c h  i s  a l l o w e d  u n d e r  t h i s

1 8  s u b s e c t i o n  s h a l l  n o t  a l s o  b e  a l l o w e d  u n d e r  ( b)  o f  t h i s  s e c t i o n .

1 9  C r e d i t  s h a l l  n o t  b e  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  f o r  a n y  i n v e s t m e n t

2 0  c r e d i t  w h i c h  i s  a l l o w e d  a s  t o  f e d e r a l  t a x e s  f o r  l e a s e d  p r o p e r t y  b y

2 1  r e a s o n  o f  S e c t i o n  1 6 8 ( f ) ( 8 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .

2 2  1 6 8 ( f ) ( 8 )  P . L .  9 7 - 3 4 ) .

2 3  *  S e c .  4. T h i s  A c t  a p p l i e s  t o  t a x  y e a r s  b e g i n n i n g  a f t e r  D e c e m b e r  3 1 ,

2 4  1 9 8 3 .

2 5  *  S e c .  5. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -

2 6  1 0 . 0 7 0 ( c ) .
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introduced:
REFERRED:

O r i g i n a l  s p o n s o r s :  H a y e s  a n d  S z y m a n s k i

IN THE HOUSE  \ BY THE FINANCE COMMITTEE

2d CS FOR Ssl FOR HOUSE BILL NO. 258 (FINANCE)
IN THE^EGISLATURE OF THE STATE OF ALASKR 

THIRTEENTH LEGISLATURE FIRST SESSION 

A BILL

For an Act entitled: "An Act establishing a special investment tax credit:

and providing for an effective date."

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

* Section 1. LEGISLATIVE FINDINGS AND INTENT. The legislature finds and 

declares that

(1) there exist areas of- the state south of the Arctic circle in 

which the factors of established population centers, established infrastruc­

ture, access to ice-free ports, and substantial uncommitted reserves of na­

tural gas combine to provide an optimum basis for gas processing development 

for an export market;

(2) devlopment of gas processing facilities in the areas will mini­

mize adverse population and environmental impacts on the other areas of the 

state;

(3) development of gas processing facilities in tthe areas will pro­

mote full and stable employment, promote the creation of export markets for 

the natural energy resources of the state, and promote the long-term develop­

ment of other natural resources in the state;

- 1 - 2 d C S S S H B  2 5 8  ( F i n a n c e )



(4) it is in the statewide public interest, and is declared to be a 

public purpose, to promote the prosperity and general welfare of all citizens 

of the state by stimulating the development of gas processing facilities in 

such areas;

(5) it is further in the statewide public interest, and is declared 

to be a public purpose, to promote the exploration, drilling of wells, devel­

opment, and mining of minerals and other natural deposits (other than oil and 

gas) in the state, to assist the state by diversifying its economy, to make it 

less dependent on oil and gas, provide increased employment opportunities and 

provide an incentive for investment in the state; and

(6) the establishment of a special investment tax credit is necessary 

in order to promote and accomplish the objectives listed in (1) - (5) of this 

section.

* Sec. 2. AS 43.20.021(d) is amended to read:

(d) Where a credit allowed under the Internal Revenue Code is also 

' allowed in computing Alaska income tax, it is limited to 18 percent for 

corporations of the amount of credit determined for federal income tax 

purposes which is attributable to Alaska. This limitation shall not apply 

to the credits allowed by AS 43.20.036(j) and (k).

* Sec. 3. AS 43.20.036 is amended by adding new subsections to read:

(j) For purposes of calculating income tax payable under under this 

chapter the taxpayer may apply as a credit against a tax liability 100 

percent of the investment credit allowed as to federal taxes under § 38 of 

the Internal Revenue Code (26 U.S.C. § 38) on the full amount of qualified 

investment put into use south of the Arctic Circle in the state for each 

taxable year for gas processing facilities; for the purposes of this para-
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g r a p h ,  " g a s  p r o c e s s i n g  f a c i l i t i e s "  m e a n s  p l a n t s  a n d  f a c i l i t i e s  f o r  p r o c e s ­

s i n g  a n y  p r o d u c t ,  o t h e r  t h a n  c r u d e  o i l ,  o f  a n  o i l  o r  g a s  w e l l ,  t o  p r o d u c e  

l i q u e f i e d  n a t u r a l  g a s ,  m e t h a n o l  o r  u r e a ,  e x c l u d i n g  a n y  p i p e l i n e s  f r o m  o i l  

a n d  g a s  w e l l s  t o  a n y  p l a n t s  a n d  f a c i l i t i e s .  T h e  a m o u n t  o f  c r e d i t  a l l o w e d
• « r

u n d e r  t h i s  s u b s e c t i o n  s h a l l  b e  s u b j e c t  t o  t h e  l i m i t a t i o n s  i m p o s e d  b y  ( b )  

o f  t h i s  s e c t i o n ,  e x c e p t  t h a t  t h e  a m o u n t  o f  q u a l i f i e d  i n v e s t m e n t  w i l l  n o t  

b e  l i m i t e d  t o  t h e  f i r s t  $ 2 0 , 0 0 0 , 0 0 0  o f  q u a l i f i e d  i n v e s t m e n t .  A n y  c r e d i t  

w h i c h  i s  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l  n o t  a l s o  b e  a l l o w e d  u n d e r  ( b )  

o f  t h i s  s e c t i o n .  N o  c r e d i t  s h a l l  b e  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  f o r  a n y  

i n v e s t m e n t  c r e d i t  w h i c h  i s  a l l o w e d  a s  t o  t d e r a l  t a x e s  f o r  l e a s e d  p r o p e r t y  

b y  r e a s o n  o f  § 1 6 8 ( f ) ( 8 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  §

1 6 8 ( f ) ( 8 ) ) .

( k)  F o r  p u r p o s e s  o f  c a l c u l a t i n g  i n c o m e  t a x  p a y a b l e  u n d e r  t h i s  c h a p t e r  

t h e  t a x p a y e r  m a y  a p p l y  a s  a  c r e d i t  a g a i n s t  a  t a x  l i a b i l i t y  1 0 0  p e r c e n t  o f  

t h e  i n v e s t m e n t  c r e d i t  a l l o w e d  a s  t o  f e d e r a l  t a x e s  u n d e r  § 3 8  o f  t h e  I n ­

t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  § 3 8 )  o n  t h e  f u l l  a m o u n t  o f  q u a l i f i e d  I n ­

v e s t m e n t  p u t  i n t o  u s e  i n  t h e  s t a t e  f o r  e a c h  t a x a b l e  y e a r  f o r  e x p l o r a t i o n ,  

d r i l l i n g  o f  w e l l s ,  d e v e l o p m e n t ,  o r  m i n i n g  o f  a s b e s t o s ,  b a u x i t e ,  b l o c k  

s t e a t i t e  t a l c ,  c e l e s t i t e ,  c h r o m i t e ,  c o a l ,  c o r u n d u m ,  f l u o r s p a r ,  g r a p h i t e ,  

l l m e n i t e ,  k y a n i t e ,  m i c a ,  o l i v i n e ,  p e a t ,  q u a r t z  c r y s t a l s  ( r a d i o  g r a d e ) ,  

r u t i l e ,  s u l p h u r ,  u r a n i u m ,  z i r c o n ,  o r  t h e  o r e s  o f  t h e  f o l l o w i n g  m e t a l s :  

a n t i m o n y ,  b e r y l l i u m ,  b i s m u t h ,  c a d m i u m ,  c o b a l t ,  c o l u m b i u m ,  c o p p e r ,  g o l d ,  

i r o n ,  l e a d ,  l i t h i u m ,  m a n g a n e s e ,  m e r c u r y ,  m o l y b d e n u m ,  n i c k e l ,  p l a t i n u m  a n d  

p l a t i n u m  g r o u p  m e t a l s ,  s i l v e r ,  t a n t a h i m ,  t h o r i u m ,  t i n ,  t i t a n i u m ,  t u n g s t e n ,  

v a n a d i u m ,  a n d  z i n c ;  f o r  t h e  p u r p o s e  o f  t h i s  s u b s e c t i o n ,  " m i n i n g "  h a s  t h e  

m e a n i n g  g i v e n  i n  § 6 1 3 ( c ) ( 2 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .
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§ 613(c)(2)). The amount of credit allowed under this subsection shall be 

subject to the limitations imposed by (b) of this section, except that the 

amount of qualified investment will not be limited to the first

. $20,000,000 of qualified investment. Any credit which is allowed under

this subsection shall not also be allowed under (b) of this section. 

Credit shall not be allowed under this subsection for any investment cred­

it which is allowed as to federal taxes for leased property by reason of § 

168(f)(8) of the Internal Revenue Code (26. U.S.C. § 168(f)(8)).

* Sec. 4. This Act applies to qualified investments made after December 31,

1983 and before January 1, 1990.

* Sec. 5. This Act takes effect immediately in accordance with AS 

01.10.070(c).
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O f f e r e d :  4 / 6 / 8 3

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

O r i g i n a l  s p o n s o r s :  H a y e s  a n d  S z y m a n s k i

(V'« '

• r

B Y  T H E  L A B O R  A N D

1 I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

2  C S  F O R  S P O N S O R  S U B S T I T U T E  F O R  H O U S E  B I L L  N O .  2 5 8  ( L & C )

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4  T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  e s t a b l i s h i n g  a  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t ;

7 a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1. L E G I S L A T I V E  F I N D I N G S  A N D  I N T E N T .  T h e  l e g i s l a t u r e  f i n d s

1 0  a n d  d e c l a r e s  t h a t

1 1  ( 1)  t h e r e  e x i s t  a r e a s  o f  t h e  s t a t e  s o u t h  o f  t h e  A r c t i c  C i r c l e  i n

1 2  w h i c h  t h e  f a c t o r s  o f  e s t a b l i s h e d  p o p u l a t i o n  c e n t e r s ,  e s t a b l i s h e d  i n f r a -

1 3  s t r u c t u r e ,  a c c e s s  t o  i c e - f r e e  p o r t s ,  a n d  s u b s t a n t i a l  u n c o m m i t t e d  r e s e r v e s

1 4  o f  n a t u r a l  g a s  c o m b i n e  t o  p r o v i d e  a n  o p t i m u m  b a s i s  f o r  g a s  p r o c e s s i n g

1 5  d e v e l o p m e n t  f o r  a n  e x p o r t  m a r k e t ;

1 6  ( 2 )  d e v e l o p m e n t  o f  g a s  p r o c e s s i n g  f a c i l i t i e s  i n  t h e  a r e a s  w i l l

1 7  m i n i m i z e  a d v e r s e  p o p u l a t i o n  a n d  e n v i r o n m e n t a l  i m p a c t s  o n  t h e  e t h e r  a r e a s  o f

1 8  t h e  s t a t e ;

1 9  (3 ) d e v e l o p m e n t  o f  g a s  p r o c e s s i n g  f a c i l i t i e s  i n  t h e  a r e a s  w i l l

2 0  p r o m o t e  f u l l  a n d  s t a b l e  e m p l o y m e n t ,  p r o m o t e  t h e  c r e a t i o n  o f  e x p o r t  m a r k e t s

2 1  f o r  t h e  n a t u r a l  e n e r g y  r e s o u r c e s  o f  t h e  s t a t e ,  a n d  p r o m o t e  t h e  l o n g - ^ t e r m

2 2  d e v e l o p m e n t  o f  o t h e r  n a t u r a l  r e s o u r c e s  i n  t h e  s t a t e ;

2 3  (4 ) i t  i s  i n  t h e  s t a t e w i d e  p u b l i c  i n t e r e s t ,  a n d  i s  d e c l a r e d  t o

2 4  b e  a  p u b l i c  p u r p o s e ,  t o  p r o m o t e  t h e  p r o s p e r i t y  a n d  g e n e r a l  w e l f a r e  o f  a l l

2 5  c i t i z e n s  o f  t h e  s t a t e  b y  s t i m u l a t i n g  t h e  d e v e l o p m e n t  o f  g a s  p r o c e s s i n g

2 6  f a c i l i t i e s  i n  s u c h  a r e a s ;

2 7  ( 5)  i t  i s  f u r t h e r  i n  t h e  s t a t e w i d e  p u b l i c  i n t e r e s t ,  a n d  i s

2 8  d e c l a r e d  t o  b e  a  p u b l i c  p u r p o s e ,  t o  p r o m o t e  t h e  e x p l o r a t i o n ,  d r i l l i n g  c f

2 9  w e l l s ,  d e v e l o p m e n t ,  a n d  m i n i n g  o f  m i n e r a l s  a n d  o t h e r  n a t u r a l  d e p o s i t s
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1 ( o t h e r  t h a n  o i l  a n d  g a s )  i n  t h e  s t a t e ,  t o  a s s i s t  t h e  s t a t e  b y  d i v e r s i f y i n g

2  i t s  e c o n o m y ,  t o  m a k e  i t  l e s s  d e p e n d e n t  o n  o i l  a n d  g a s ,  p r o v i d e  i n c r e a s e d

3 e m p l o y m e n t  o p p o r t u n i t i e s  a n d  p r o v i d e  a n  i n c e n t i v e  f o r  i n v e s t m e n t  i n  t h e

4  s t a t e ;  a n d

5 ( 6 )  t h e  e s t a b l i s h m e n t  o f  a  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t  i s

6 n e c e s s a r y  i n  o r d e r  t o  p r o m o t e  a n d  a c c o m p l i s h  t h e  o b j e c t i v e s  l i s t e d  i n  ( 1 )  -

7 ( 5 )  o f  t h i s  s e c t i o n .

8 *  S e c .  2. A S  4 3 . 2 0 . 0 2 1 ( d )  i s  a m e n d e d  t o  r e a d :

9 ( d )  W h e r e  a  c r e d i t  a l l o w e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e  i s

1 0  a l s o  a l l o w e d  i n  c o m p u t i n g  A l a s k a  i n c o m e  t a x ,  i t  i s  l i m i t e d  t o  18

1 1  p e r c e n t  f o r  c o r p o r a t i o n s  o f  t h e  a m o u n t  o f  c r e d i t  d e t e r m i n e d  f o r  f e d -

1 2  e r a l  i n c o m e  t a x  p u r p o s e s  w h i c h  i s  a t t r i b u t a b l e  t o  A l a s k a .  T h i s  l i m i -

1 3  t a t i o n  s h a l l  n o t  a p p l y  t o  t h e  c r e d i t s  a l l o w e d  b y  A S  4 3 . 2 0 . 0 3 6 ( j )  a n d

1 4  ( k ) .

15 *  S e c .  3. A S  4 3 . 2 0 . 0 3 6  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

1 6  (j ) F o r  p u r p o s e s  o f  c a l c u l a t i n g  i n c o m e  t a x  p a y a b l e  u n d e r  t h i s

1 7  c h a p t e r  t h e  t a x p a y e r  m a y  a p p l y  a s  a  c r e d i t  a g a i n s t  a  t a x  l i a b i l i t y  1 0 0

18  p e r c e n t  o f  t h e  i n v e s t m e n t  c r e d i t  a l l o w e d  a s  t o  f e d e r a l  t a x e s  u n d e r

19 I n t e r n a l  R e v e n u e  C o d e  S e c t i o n  3 8  ( 2 6  U . S . C .  3 8  P . L .  8 7 - 8 3 4 )  o n  t h e

2 0  f u l l  a m o u n t  o f  q u a l i f i e d  i n v e s t m e n t  p u t  i n t o  u s e  s o u t h  o f  t h e  A r c t i c

2 1  C i r c l e  i n  t h e  s t a t e  f o r  e a c h  t a x a b l e  y e a r  f o r  g a s  p r o c e s s i n g  f a c i l i -

2 2  t i e s ;  f o r  t h e  p u r p o s e s  o f  t h i s  p a r a g r a p h ,  " g a s  p r o c e s s i n g  f a c i l i t i e s "

2 3  m e a n s  p l a n t s  a n d  f a c i l i t i e s  f o r  p r o c e s s i n g  a n y  p r o d u c t ,  o t h e r  t h a n

2 4  c r u d e  o i l ,  o f  a n  o i l  o r  g a s  w e l l ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  l i q u e -

2 5  f i e d  n a t u r a l  g a s ,  m e t h a n o l  a n d  u r e a  p r o c e s s i n g  p l a n t s  a n d  f a c i l i t i e s ,

2 6  e x c l u d i n g  a n y  p i p e l i n e s  f r o m  o i l  a n d  g a s  w e l l s  t o  a n y  p l a n t s  a n d

2 7  f a c i l i t i e s .  T h e  a m o u n t  o f  c r e d i t  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l

2 8  n o t  b e  s u b j e c t  t o  t h e  l i m i t a t i o n s  i m p o s e d  b y  ( b )  o f  t h i s  s e c t i o n ,  b u t

2 9  a n y  c r e d i t  w h i c h  i s  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l  n o t  a l s o  b e
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1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

1 4

1 5

1 6

17
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19

2 0

2 1

2 2

2 3

2 4

2 5

2 6

a l l o w e d  u n d e r  (b) o f  t h i s  s e c t i o n .  N o  c r e d i t  s h a l l  b e  a l l o w e d  u n d e r  

t h i s  s u b s e c t i o n  f o r  a n y  i n v e s t m e n t  c r e d i t  w h i c h  i s  a l l o w e d  a s  t o  

f e d e r a l  t a x e s  f o r  l e a s e d  p r o p e r t y  b y  r e a s o n  o f  s e c t i o n  1 6 8 ( f ) ( 8 )  P . L .  

9 7 - 3 4  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  1 6 8 ( f ) ( 8 )  P . L .  9 7 - 3 4 ) .

( k )  F o r  p u r p o s e s  o f  c a l c u l a t i n g  i n c o m e  t a x  p a y a b l e  u n d e r  t h i s  

c h a p t e r  t h e  t a x p a y e r  m a y  a p p l y  as' 5 c r e d i t  a g a i n s t  a  t a x  l i a b i l i t y  1 0 0  

p e r c e n t  o f  t h e  i n v e s t m e n t  c r e d i t  a l l o w e d  a s  t o  f e d e r a l  t a x e s  u n d e r  

I n t e r n a l  R e v e n u e  C o d e  S e c t i o n  3 8  ( 2 6  U . S . C .  3 8  P . L .  8 7 - 8 3 4 )  o n  t h e  

f u l l  a m o u n t  o f  q u a l i f i e d  i n v e s t m e n t  p u t  i n t o  u s e  i n  t h e  s t a t e  f o r  e a c h  

t a x a b l e  y e a r  f o r  e x p l o r a t i o n ,  d r i l l i n g  o f  w e l l s ,  d e v e l o p m e n t ,  o r

m i n i n g  o f  t h e  n a t u r a l  d e p o s i t s  l i s t e d  i n  S e c t i o n  6 1 3 ( b )  o f  t h e

I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  6 1 3 ( b ) ) ( P . L .  8 9 - 8 0 9  a n d  P . L .  8 8 - 5 7 1 ) ;  

f o r  t h e  p u r p o s e  o f  t h i s  s u b s e c t i o n ,  " m i n i n g "  h a s  t h e  m e a n i n g  g i v e n  i n  

S e c t i o n  6 1 3 ( c ) ( 2 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  6 1 3 ( c ) ( 2 )  

P . L .  8 5 - 8 6 6 ) .  T h e  a m o u n t  o f  c r e d i t  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  

s h a l l  n o t  b e  s u b j e c t  t o  t h e  l i m i t a t i o n s  i m p o s e d  b y  (b) o f  t h i s  

s e c t i o n ,  b u t  a n y  c r e d i t  w h i c h  i s  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l  

n o t  a l s o  b e  a l l o w e d  u n d e r  ( b)  o f  t h i s  s e c t i o n .  C r e d i t  s h a l l  n o t  b e  

a l l o w e d  u n d e r  tisis s u b s e c t i o n  f o r  a n y  i n v e s t m e n t  c r e d i t  w h i c h  i s  

a l l o w e d  a s  t o  f e d e r a l  t a x e s  f o r . l e a s e d  p r o p e r t y  b y  r e a s o n  o f  S e c t i o n  

1 6 8 ( f ) ( 8 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  1 6 8 ( f ) ( 8 )  P . L .

9 7 - 3 4 ) .

*  S e c .  4 .  T h i s  A c t  a p p l i e s  t o  t a x  y e a r s  b e g i n n i n g  a f t e r  D e c e m b e r  3 1 ,  

1 9 8 3 .

*  S e c .  5. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -  

1 0 . 0 7 0 ( c ) .
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B Y  T H E  H E A L T H ,  E D U C A T I O N  A N D

I N  T H E  H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

C S  F O R  S P O N S O R  S U B S T I T U T E  F O R  H O U S E  B I L L  N O .  2 7 0  ( H E S S )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  c h i l d  p o r n o g r a p h y . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1. A S  1 1 . 4 1 . 4 5 5  is r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

S e c .  1 1 . 4 1 . 4 5 5 .  U N L A W F U L  E X P L O I T A T I O N  O F  A  M I N O R .  (a) A  p e r s o n  

c o m m i t s  t h e  c r i m e  o f  u n l a w f u l  e x p l o i t a t i o n  o f  a  m i n o r  i f ,  i n  t h i s  

s t a t e  a n d  w i t h  t h e  i n t e n t  o f  p r o d u c i n g  a  l i v e  p e r f o r m a n c e ,  f i l m ,  

p h o t o g r a p h ,  n e g a t i v e ,  s l i d e ,  b o o k ,  n e w s p a p e r ,  o r  m a g a z i n e  t h a t  v i s ­

u a l l y  d e p i c t s  t h e  c o n d u c t  l i s t e d  b e l o w ,  t h e  p e r s o n  k n o w i n g l y  i n d u c e s  

o r  e m p l o y s  a  c h i l d  u n d e r  18 y e a r s  o f  a g e  t o  e n g a g e  i n ,  o r  p h o t o g r a p h s ,  

f i l m s ,  o r  t e l e v i s e s  a  c h i l d  u n d e r  1 8  y e a r s  o f  a g e  e n g a g e d  i n  t h e

f o l l o w i n g  a c t u a l  o r  s i m u l a t e d  c o n d u c t :

(1 )  s e x u a l  p e n e t r a t i o n ;

(2 )  t h e  l e w d  t o u c h i n g  o f  a n o t h e r  p e r s o n ' s  g e n i t a l s ,  a n u s ,  

o r  f e m a l e  b r e a s t ;

( 3 )  t h e  l e w d  t o u c h i n g  b y  a n o t h e r  p e r s o n  o f  t h e  c h i l d ’s

g e n i t a l s ,  a n u s ,  o r  f e m a l e  b r e a s t ;

(4 ) m a s t u r b a t i o n ;

( 5 )  b e s t i a l i t y ;  o r

( 6 )  t h e  l e w d  e x h i b i t i o n  o f  t h e  c h i l d ' s  g e n i t a l s .

( b )  A  p a r e n t ,  l e g a l  g u a r d i a n ,  o r  p e r s o n  h a v i n g  c u s t o d y  o r  c o n ­

t r o l  o f  a  c h i l d  u n d e r  1 8  y e a r s  o f  a g e  c o m m i t s  t h e  c r i m e  o f  u n l a w f u l  

e x p l o i t a t i o n  o f  a  m i n o r  i f, i n  t h i s  s t a t e ,  t h e  p e r s o n  p e r m i t s  t h e  

c h i l d  t o  e n g a g e  i n  c o n d u c t  d e s c r i b e d  i n  ( a)  o f  t h i s  s e c t i o n  k n o w i n g

t h a t  t h e  c o n d u c t  i s  i n t e n d e d  t o  b e  u s e d  i n  p r o d u c i n g  a  l i v e
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1 p e r f o r m a n c e ,  f i l m ,  p h o t o g r a p h ,  n e g a t i v e ,  s l i d e ,  b o o k ,  n e w s p a p e r ,  o r

2  m a g a z i n e  t h a t  v i s u a l l y  d e p i c t s  s u c h  c o n d u c t .

3 ( c )  U n l a w f u l  e x p l o i t a t i o n  o f  a  m i n o r  i s  a  c l a s s  B  f e l o n y .

4  *  S e c .  2. A S  1 1 . 6 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

5 S e c .  1 1 . 6 1 . 1 2 5 .  D I S T R I B U T I O N  O F  C H I L D  P O R N O G R A P H Y .  ( a )  A

6 p e r s o n  c o m m i t s  t h e  c r i m e  o f  d i s t r i b u t i o n  o £  c h i l d  p o r n o g r a p h y  i f  t h e

7 p e r s o n  b r i n g s  o r  c a u s e s  t o  b e  b r o u g h t  i n t o  t h i s  s t a t e  f o r  s a l e  o r

8 d i s t r i b u t i o n ,  o r  i n  t h i s  s t a t e  p o s s e s s e s ,  p r e p a r e s ,  p u b l i s h e s ,  o r

9 p r i n t s  w i t h  i n t e n t  t o  d i s t r i b u t e ,  s e l l ,  o r  e x h i b i t  t o  o t h e r s  f o r

1 0  c o m m e r c i a l  c o n s i d e r a t i o n ,  a n y  m a c t e r  w h i c h  v i s u a l l y  d e p i c t s  c o n d u c t

1 1  d e s c r i b e d  u n d e r  A S  1 1 . 4 1 . 4 5 5 ( a ) ,  k n o w i n g  t h a t  t h e  p r o d u c t i o n  o f  t h e

1 2  m a t t e r  i n v o l v e s  t h e  u s e  o f  a  c h i l d  u n d e r  1 8  y e a r s  o f  a g e  e n g a g e d  i n

1 3  s u c h  c o n d u c t .

1 4  (b )  T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o  a c t s  t h a t  a r e  a n  i n t e g r a l

1 5  p a r t  o f  t h e  e x h i b i t i o n  o r  p e r f o r m a n c e  o f  a  m o t i o n  p i c t u r e  w h e n  t h e

1 6  a c t s  a r e  d o n e  w i t h i n  t h e  s c o p e  o f  e m p l o y m e n t  b y  a  m o t i o n  p i c t u r e

1 7  o p e r a t o r  o r  p r o j e c t i o n i s t  e m p l o y e d  b y  t h e  o w n e r  o r  m a n a g e r  o f  a  t h e a -

1 8  t e r  o r  o t h e r  p l a c e  f o r  t h e  s h o w i n g  o f  m o t i o n  p i c t u r e s ,  u n l e s s  t h e

1 9  m o t i o n  p i c t u r e  o p e r a t o r  o r  p r o j e c t i o n i s t

2 0  (1) h a s  a  f i n a n c i a l  i n t e r e s t  i n  t h e  t h e a t e r  o r  p l a c e  i n

2 1  w h i c h  e m p l o y e d ;  o r

2 2  (2) c a u s e d  t h e  p e r f o r m a n c e  o r  m o t i o n  p i c t u r e  t o  b e  p e r -

2 3  f o r m e d  o r  e x h i b i t e d  w i t h o u t  t h e  c o n s e n t  o f  t h e  m a n a g e r  o r  o w n e r  o f  t h e

2 4  t h e a t e r  o r  o t h e r  p l a c e  o f  s h o w i n g .

2 5  ( c )  D i s t r i b u t i o n  o f  c h i l d  p o r n o g r a p h y  i s  c l a s s  C  f e l o n y .
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S T A T E  O F  A L A S K A

F I S C A L  N O T E R e v i s i o n  D a t e  , 1 9 8 3

I. REQUEST II.
B ii i/R e s o lu tio n  No.: cssshb 270 (Hess)

T it le :  "Child Pornography"

Sponsor: Repr. L i s k a _____________________
Requestor: House Finance Committee

FISCAL DETAIL
Agency Affected: Department of Law_______
Program Category Affected: Adm. of Justic 

BRU, Program of Subprogram^) Affected:
Prosecution

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 1 FY 84 FY 85 FY 85 n?Y.S7 FY 88

OPERATING
100 PERSONAL SERVICES 130.1 lo5.5 175.4 185.9 197.1

200 TRAVEL 10.1 12.8 13.6 14.4 15.3

300 CONTRACTUAL 18.0 20.7 21.9 23.2 24.6 •

400 COMMODITIES 10.0 5.7 6.0 5.4 6. 8

500 EQUIPMENT 17.5

500 LAND & STRUCTURES L
700 GRANTS, CLAIMS, ETC I I

1
. TOTAL OPERATING • | 185.6 1 204.7 1 217.0 230.0 243.8

CAPITAL I_______ 1______  1 I

REVENUE . I I T '

FUNDING: (Thousands of Dollars)
------r ^ V TT-'fTV;---r.i.in ------------------------GENERAL FUND I 185.6 1 204.7 I 217.0 230.0 1 243.8

FEDERAL FUNDS 1 ! 1
OTHER (Specify Source) ! 1 1

1 I ( \

POSITIONS:
PULL-TlMt 3 ! 3 1 3 3 t 3
PART-TIME 1 1 t
TEMPORARY 1 1 1

1 1 1

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

N o t  s p e c i f i e d  b y  s p o n s o r .

IV. ANALYSIS: A^adi ̂ se^rate^page for any Analysis

Prepared By: R i c h a r d  I. P e g u e s . U P i r e c t o r  

Division: . A d m i n i s t r a t i v e - S e r v i c e s  D i v i s i o n

465-3672

Approved by Commi ____
Department: TipparrTTipnt of Law

s t r a t i v e _ S e r v i c e s  D i v i s i o n  / 

I S S T O n e r :  N o r m a n  C. G o r s u c h .  A t t o r n e

Phone:
Date: Apr i l  12. 1983

Attorney General Date: April 12, 1983

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor)  3j_g_



HB, 270 
Fiscal Note 
Analysis

Section 1 of this bill adds a n e w  s u b s e c t i o n  to the 
current Unlawful Exploi t a t i o n  of a M i n o r  statute, m a k i n g  it a 
class B felony for a parent or guardian to k n o w i n g l y  a l l o w  h i s  
child to p a r ticipate in sexual activities w h i c h  w i l l  b e  u s e d  t o  
produce a pornog r a p h i c  film, T V  show, photograph, etc. S i n c e  in 
m o s t  cases a parent who w o u l d  k n o w i n g l y  a l l o w  his c h i l d  to e n g a g e  
in such activity w o u l d  also be involved in " i n d u c i n g  or 
employing" the child to p e r f o r m  these acts (conduct w h i c h  is 
already covered u n d e r  existing l a w ) , it is e x p e c t e d  t h a t  t h e r e  
w o u l d  be only a few additional prosecutions u n d e r  this p o r t i o n  of 
the bill. These few n e w  cases could p r o b a b l y  b e  h a n d l e d  b y  t h e  
present p r o s e c u t i o n  staff.

Section 2 of the bill makes it a class C f e l o n y  f o r  a 
per s o n  to k n o w i n g l y  sell or distribute p o r n o g r a p h i c  m a t e r i a l  
w h i c h  v i s u a l l y  depicts children engaged in sexu a l  behavior. T h e  
b i l l  could result in a large number of a d d i t i o n a l  c r i m i n a l  
prosecutions, as the sale or d i stribution of p o r n o g r a p h i c  
m a t erial of any sort is not n o w  a criminal o f f e n s e  in this state. 
It is a n t icipated that enforcement of the n e w  l a w  w o u l d  r e q u i r e  
the addition of two n e w  prosecutors and one n e w  s e c r e t a r y  
statewide. This estimate is ba s e d  on the n u m b e r  of 
e stablishments in this state w h i c h  are k n o w n  to sell p o r n o g r a p h i c  
material, the complexity of legal issues that a r e  i n v o l v e d  in 

. these types of c a s e s , and the k n o w l e d g e  that c o n v i c t i o n s  u n d e r  
similar statutes in other states are almost a l w a y s  a p p e a l e d  o n  
c onstitutional grounds to the highest a p p e l l a t e  court in the 
state, and frequently to the United States S u p r e m e  Court.

The committee substitute increases the age of u n l a w f u l  
exploi t a t i o n  of a m i n o r  from 16 years of age to 18 y e a r s  of age. 
This change will increase the potential n u m b e r  of p r o s e c u t i o n s ,  
however, such prosecutions become m o r e  d i f f i c u l t  due to the 
p r o b l e m  of establishing the chronological age of y o u n g  p e o p l e  w h o  
are u n d e r g o i n g  rapid physical d e v e l o p m e n t , w h i c h  can v a r y  
s u bstantially by individual. Consequently, n o  changes to our 
fiscal n o t e  dated M a r c h  29, 1983, w i l l  occur.



Fis c a l  A n a l y s i s  - SSHB 270

T h e  imp a c t  of HB 270 is e x p e c t e d  to r e s u l t  in the 
a d d i t i o n  of two A t t o r n e y  IV po s i t i o n s  (SR 24) a n d  o n e  L e g a l  
S e c r e t a r y  p o s i t i o n  (SR 10).

T h e  fi r s t  y e a r  of this analysis w i l l  c o v e r  10 m o n t h s  o f  
FY 84, a l l o w i n g  2 m o n t h s  for these three p o s i t i o n s  to b e  
e s tablished. T h e  costs b e y o n d  FY 84 h a v e  b e e n  p r o j e c t e d  -on a 12 
m o n t h  b a s i s  a n d  i n c lude a 6% annual i n f l a t i o n  factor.

1st Y e a r  (10 months)

AIV(PFT)' AIV(PFT) L / S K P F T ) T O T A L

P e r s o n a l  Services 53.7 53.7 23.4 1 3 0 . 1

T r a v e l 5.0 5.0 -0- • 10.0
0

C o n t r a c t u a l 8.0 8.0 2.0 18.0

C o m m o d i t i e s  - o n g o i n g 1.5 1.5 1.5 4.5

Commod. - single time 2.0 2.0 1.5 5.5

E q u i p m e n t  - single time 1.5 1.5 14.5 17.5

185.6

2nd Y e a r  (12 mon t h s  + 6 I annual inflation)

P e r s o n a l  Services 68.3 68.3 28.9 165.5

T r a v e l 6.4 6.4 -0- 12.8

C o n t r a c t u a l VO • H 9.1 2.5 20.7

C o m m o d i t i e s 1.9 1.9 1.9 5.7

204.7



1.

2.

3.
‘t.

5.

_6.

7.

8.

9.

10.

11.

12.

13.

14.

P O S I V ION T I T L E  
Attorney IV

TYPE OF POSITION 
P F T

STAFF MONTHS 
1 0

CONTINUATION LEVEL

TYPE OF EXPEND!tufa

RP NUMBER

TION HU
PCN NUMBER

RANGE/STEP

24A
ORU PRIORITY

0ARC. UNIT FORM 12 PACE/LINE 

X
LOCATION
A n c h o r a g e

ELECTION DISTRICT 

8

1

PERSONAL SERVICES

Salary 4 , 2 5 1 / m o n t h

Oenef I t.s

Supplenental Benefits

Fixed Benefits

TOTAL PERSONAL SERVICES

42,510
6 , 5 5 5

2 , 2 4 0

2 . 4 0 0

Travel 02

Contractual 03

Commodities 0<i

Equipment 05

O t h e r

T r o u n r

5 3 , 7 0 5

5 , 0 0 0

8 , 0 0 0

3 , 5 0 0

1 , 5 0 0

<*X;XvXvXvjxj>;-xj:

RECEIPT CODE FUNDING SOURCE

16. Foderal Receipts 1002 •

17. G.F. Match 1003

18. Ceneral Funds 1004 7 1 . 7 0 5

19. l-A Receipts 1005

20. Program Receipts 1028

21. Othor

;X>

vX

>*•*•*♦* •X*X*X*X*X“X*X*X*X*Xv**«*»X*X*X,X,X,X*X*X •••v»X*X****v»***»***»* • •*******,*vX,X,X*X*Xv.,Xv...v.

FOR BAM USE ONLY 

4A KEY NUMBER

JUSTIFICATION

T o  a c c o m m o d a t e  t h e  a d d i t i o n  o f  n e w  f e l o n y  s t a t u t e s  f o r  

t h e  p r o s e c u t i o n  o f  t h o s e  w h o  k n o w i n g l y  s e l l  o r  d i s t r i b u t e  

p o r n o g r a p h i c  m a t e r i a l  w h i c h  v i s u a l l y  d e p i c t s  c h i l d r e n  e n g a g e d  

in s e x u a l  b e h a v i o r ,  t h e  D e p a r t m e n t  o f  L a w  Is r e q u e s t i n g  two 

n e w  a t t o r n e y  p o s i t i o n s  a n d  a n e w  s e c r e t a r y  p o s i t i o n .  T h i s  

is o n e  of t w o  a t t o r n e y  p o s i t i o n s  w h i c h  w i l l  b e  r e s p o n s i b l e  

f o r  t h e  e n f o r c e m e n t  o f  t h e  n e w  f e l o n y  s t a t u t e s  s t a t e w i d e ,  

I n c l u d i n g  th e  p u r s u i t  of the m a n y  c a s e s  w h i c h  w i l l  u n d o u b t­

e d l y  be  a p p e a l e d  o n  c o n s t i t u t i o n a l  g r o u n d s  to th e  s t a t e ' s  

h i g h e s t  c o u r t  a n d  to t h e  U.S. S u p r e m e  C o u r t .  T h e s e  c a s e s  

w i l l  i n v o l v e  c o m p l e x  l e g a l  i s s u e s  w h i c h  h a v e  b e e n  p r e v i o u s l y  

u n a d d r e s s e d  b y  A l a s k a ' s  c r i m i n a l  c ode.

13 REQUEST FOR 
. NEW POSITION

ACENCY D e p a r t m e n t  of L a w

PROGRAM Dim  P r o c e s s __________

nan P r o s e c u t i o n _________

COMPONENT. Third Judicia l D is tr ic t

Paoe of

Revised Date

|  F Y  8 4  |



1.
POSITION TITLE RANGE/STEP BARG. UNIT FORM 12 PACE/LINE XpJSAPf*.

A t t o r n e y  I V  • 2 4 A X

TYPE OF POSITION STAFF MONTHS RP NUMOER I PCN NUMBER ORU PRIORITY LOCATION ELECTION DISTRICT X\\»X**/X

2.
I P I T 10 j A n c h o r a g e 8

3. CONTINUATION LEVEL | | ADD non I T l! !#XvX*X**V»**%*XV«V»*» JUSTIFICATION

;! TYPE OF EXPENDITURE. |"1 "TMflONr"
t h e1 7 1. 2 _  . ..

T o  a c c o m m o d a t e  the a d d i t i o n  o f  n e w  f e l o n y s t a t u t e s  t o r

PERSONAL SERVICES p r o s e c u t i o n o f  t h o s e  w h o  k n o w i n g l y  s e l l  o r  d i s t r i b u t e

l! 5. Salary 4, 2 5 1 / m o n t h 4 2 . 5 1 0 p o r n o g r a p h i c  m n t e r i u l  w h i c h  v i s u a l l y  d e p i c t s  c h i l d r e n  e n g a g e d

G. Denefits 6 . 5 5 5 in sexual behavior, the Department of I.nw is requesting two
7. Supplemental Benefits 2 . 2 4 0 n e w  a t t o r n e y  p o s i t i o n s  a n d  a n e w  s e c r e t a r y  p o s i t i o n .  T h i s  is t

8. Fixed Benefits 2 , 4 0 0 th e  s e c o n d  o f  t w o  a t t o r n e y  p o s i t i o n s  w h i c h  w i l l  b e  r e s p o n s i b l e

0. | TOTAL PERSONAL SERVICES ' "  61 5 3 . 7 0 5 f o r  L..e e n f o r c e m e n t  o f  the n e w  f e l o n y  s t a t u t e s  s t a t e w i d e , 1
10. Travel 02 5 . 0 0 0 J n c l u  i » g t h e  p u r s u i t  o f  t h e  m a n y  c a s e s  w h i c h  w i l l  u n d o u b t e d l y

11. Contractual 03 8 . 0 0 0 b e  a p p e a l e d o n  c o n s t i t u t i o n a l  g r o u n d s  to t h e  s t a t e ' s  h i g h e s t

12. Commodities 04 3 . 5 0 0 c o u r t  a n d  to th e  U.S. S u p r e m e  Cou r t .  T h e s e c a s e s w i l l

13. Equipment 05 1 . 5 0 0 i n v o l v e  c o m p l e x  l e g a l  I s s u e s  w h i c h  h a v e  b e e n  p r e v i o u s l y

l«i. Other u n a d d r c s s e d by  A l a s k a ' s c r i m i n a l  code.
15. TOTAL COST ........

•x*x*x
•Xv»!*v»>v*!*>X‘X*XvX*X*Xv

RECEIPT CODE FUNDINC SOURCE

3 16. Federal Receipts 1002 ' i
17. G.F. Match 1003 •

10. Genera) Funds 1004 7 1 . 7 0 5 ,

19. l-A Receipts 1005

20. Program Receipts 1028

21. Other

•

C
t BiH USE ONLY 

A KEY NUMBER

13 REOUEST FOR 
NEW POSITION

AGENCY. 

PROGRAM. 

BRU. 

COMPONENT.

D e p a r t m e n t  o f  I.nw

Due Process F Y  8 4

P r o s e c u t i o n

T h i r d  J u d i c i a l  D i s t r i c t

Paoe of

Revised Date

01*1116 17/81) • IS


