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FISCAL NOTE No. __ 

STATE OF ALASKA 
1995 LEG ISL.-\ TIVE SESSION 

Bill Version: CSHB 192(CRAl 

(H) Publish Date: 3117195 

Re•11sion Date: Dept. Affec:ed: Revenue 
Tit:e: An Ac: relatino to housino orcorams ot :he AHFC. 8RU: AHFC 
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,.,PPL! ES 
::·:UIPMENT 
:_:,\JO.!. STnUCIURES 
C:::ANIS. CLAIMS 
· . : 1'.3CELL-\NECUS 
7:TAL OP:AATING 

I C~PITAL :=XPENDITURES 

lc:~ANGE IN REVENUES 

;::JNO SOURCE 
r - ::J2 r"=ceral Rece1p1s 
· :03 Gr ,\.ta1c:i 
- :O-! Gr 
· :os Gr:Prcgram Rece101s 

1
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. -oTAL 

(Thousands of Dollars) 
FY 96 I FY 97 I FY 98 I FY 99 I 

I 

I 

0.0 I o.o I 0.0 I 0.0 I 

5.000.0 5.ooo.o I 5.500.0 ! 5,500.0 I 

IThousancs of IJollarsl 

5.000.0 I 5:JOO.O I 5.500.0 I 5.500.0 I 

5.ooo.o I 5.000.0 I 5.500.0 I 5.500.0 1 

:stimate of any current year (FY95) cost: S Q.O 

:::c:smoNs 
.=uL~-Tlo'vtE 
= .~.RT-llME 

-=MPORAt=iY 

ANALYSIS: (Attacn a separate page if necessary) 
..:..hFC Oper2tians: No aifect on operating costs· language change only. · 

FY 00 

o.o I 

6.000.0 I 

0.000.0 I 
s.ooo.o I 

I 

.l.HFC Rural Housing: Capital increase for the Supple'ilental Housing Development Gr2nt 
55,000.0 FY96 & FY97. 55,500.0 FY98 & FY99, 55,000.0 FYOO & FY01 

I The Supplemental Housing Development Grant funds can be used far cost or on-site water and sewer 

FY 01 

0.0 

6.000.0 l 

6.000.0 I 
s.ooo.o I 

I :acilities. extension of electrical distribution systems. roads to project sites and energy eiiicieilt design 
· features in the homes of Indian Housing projects developed by the Regional Housing Authorities with U.S. 

Dept. or HUD funds. 

Wilen the Supplemental Housing Grant Program was instituted in 1982, the State of Alaska's match to ~ ! U lJ 

funds was esta~ished at 2~% of the HUD total developmant cost of the housing projects. 
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STATE OF ALASKA 
1995 LEGISLATIVE SESSION 

ANALYSIS can't 
Since that time, the cost of housing development and infrastructure has increased dramatic~ 1ly. When the 

i:rogram w8s expanded in 1991 to Include use for eneryy efficient design features. the funding level did not 

ir.c~ease. 

1-8192 provides for an inc:-ease of 10% by the AHFC to more adequately cover these increased costs. It 
atlows tor expanding the Supplemental Housing grant funds so the housing authorities can use them for 
c;;-site water and sewer facilities that are required for developing of the HUD housing projec:s. rne stare· 

~as resolved to recognize the dire water and sanitation conditions in rural Alaska an., improve this critical 
l"ealth threatening situation. A Task Force has even been fonned to respond to this problem. 

";'"1e 1988 and 1991 Alaska Rural Housing Needs Assessment showed an immediate need for an additional 

E.500 housing units in rural Alaska. Because c,f our continued commitment to alleviating the sub-standard 
rousing conditions of so many of our rural residents, we took this information to HUC :1eacquan.ers and 

~ncouraged HUD 10 dramatically increase their funding tor Indian Housing to the Stace of Alaska. For 
example, the HUD contribution :or the past 5 years follo1· :;:;: 

FrY90 
517,400.0 

FPr'91 
S25,300.0 

FPf 52 
$30,200.0 

FFY93 
S33,600.0 

Fr(94 
.uu..uu.:.i~.a..u. 
ff'TT Tr TT TT Tr':T fT 

We were instrumental in getting HUD to liit the Cap on the total development cost allowea per unit from 
S92,200 to the cost of development established by the geographical area. 

In order for the state of Alaska to continue receiving the much naeded iunaing from !he U.S. Ceot. or HUD in 

order to build lnaian housing, we need to continue our commitment to provide decent, sanitary housing 
which is attordable to our rural residents. A 10% inc:ease in the Supplemental Housing Oe•1efcoment Grant 
iunds is needed. 
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STAi!'. OF ALASKA FISCAL NOTE BILL NO: SC$ CSHB 192CCRAl 
1996 LEGISLATIVE SESSION 

Revision Dote: _ _ _______________ Dept. Affected: _R_e_v_en_u_e ____ ________ _ 

BRU: AHFC Tiiie: AHFC Housing Loons ------- ---------_______________ _______ Com poo en t: AHFC Oporotlons. AHFC Rural Housing 

Sponsor: Rep. Foster 

Request or: 110. 1937 (H) Rules COMPONENT SERIAL NO. 
.......,.. _______________ _ 

Expenditures/Revenues: (Thousands of Dollars) 

OPERATING EXPENDITURES FY97 FY98 FY99 FYOO FYOI FY02 

PERSONAL SERVICES 

TRAVEL 

CONTRACTUAL 

SUPPLIES 

EQUIPMENT 

LAND & STRUCTURES 

GRANTS. CLAIMS 

MISCELLANEOUS 

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0 

I CHANGE JN REVENUES ( 

FUND SOURC:: (Thousands of Dollars) 

1002 Federal Receipts 

1003 GF Match 

lOOd GF 

1005 GF/Progrom Receipts 

1037 GF/Mentol Health 

1022 Stole Corporation Receipts 0.0 0.0 0.0 0.0 0.0 0.0 

TOTAL 0.0 0.0 o.o 0.0 0.0 0.0 

Estimate or any current year (FY96) cost $ 0.0 

POSITIONS: 

I
FULL·TIME----------.--- --.....-----.....-----.....-------.-------.------

PART·TIME 

TEMPORARY 

ANALYSIS: (Attach a separate page If necessary) 

AHFC Operations: No affect on operating costs - language change only. 

Prepared by: _Jo_h_n_B_it_ne-'y"-_________ __,_ __ _ 

Division: 

Approved by Commissioner: .:..Wi:.:.:11,:.:so::.:n:...::L::..· C:::.o::::n..:.:d:::o::..:nJ..;.s;d~E::::::::.f.4......!..4~.t:.!.~~CJ--

Agency: _D_e._p_or1_m_e_n_t_o_1 R_e_v_e_nu_e _______ __,, __ 

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LE 

For further distribution information coll the Governor's Legis olive Office 

HB192CAA.XLS 

Phone: 561-1900 

Dote: April 28. 1996 

Dole: April 28. 1996 
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STATE OF ALASKA 
~996 LEGISLATIVE SESSION 

ReWlon Dote: 

FISCAL NOTE 
(

,No. 2 
. am Version: CSHB 192(FIN) 

(H) Publish Date: 3/ 18/96 

Dept. Affected: Revenue 
--------~~------------- --~----------~----~-Tltte: AHFC Housing~ BR U: AHfC ------------------------_________________________ Com pooen t: AHFC Opero11oru. AHFC ~al Hou!ng 

Rep. Foster 

. ...,(H)...._A_N ______________________ COMPONENT SERW. NO. 110. 1937 

~•fRewnu•s: 

OPERATING EXP£NDmJRES 

PERSONAL SERVICES 

TRAVa 
CONTRACTUAL 

SUPPUES 

EQUIPMENT 

LAND a. STRUCnJRES 

G.1ANTS. a.AIMS 
MISC8.l.ANEOUS 
TOTAL OPERATING 

CAPfTAl EXPENDmJRES 

I CHANG£ IN ~MNUES ( 

FUND SOUR<:< 

1002 F-ede<a Receipts 

1003 Gf Match 

1004GF 

1005 GF/Progrom Receipts 

1037 GF/Mento! Health 

1022 state Coipofot1on Recelots 

TOTAL 

esttmaf• of any current yecr (FY96) cost $ 

POSlllONS: 

F 

Pf97 

0.0 

0.0 

a.a 
0.0 

ANALYSIS! (Attach a separa1e page II neceuary) 

(Thouscnds of DoCcrs) 

Pf98 Pf99 

0.0 0.0 

a.a 0.0 

(Thou.sands of DoQcrs) 

a.a 0.0 

0.0 a.o . 
o.o 

AHFC Operaf.ons: No affect on operatfng costs - language change only. 

Prepared by: 

DMslon: 

Appcoved by Commls.sloner. 

Agency: Deoartment of Revenue 
~--------------------1--

FYOO Pf01 

0.0 0.0 

a.o 0.0 

0.0 0.0 

0.0 0.0 

Phone: 561-1900 

Dote: Morch 15. 1996 

Date: March 15. 1996 
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SENATE COMMITTEE REPORT 

DATE: 4/15/96 FURTHER~ 

The C&RA Committee considered CS FOR HOUSE BILL NO. 192(FIN) am 

Relating to Alaska Housing Finance Corporation loans. 

and recommends: 

1
1 .Y I I . I fl ' cs 0 {1 c ), I 'f) . , . r. ,r. /7 '] ~ 1 1t: rcpla<:e< w11 l _J.f'LJ..r;rf::.. . ±er •;' .,. .!.) 1~--' ___ ( l._;/l.JI __ ) 

adopt previous _ _ _ CS -·------ ·---··_( _ ____ _) 

auachl!u arncn<.lmellt(s) 

;itfopl LCllcr of" lnlcnl by-------- Commiucc 

l'unhcr n .. ·rcrral 10 the--------- Comrnillcc 

SH ;NIN< i DO PASS OP 

Senate Bill: 
I~ same titk 
I I new 1i1le 

House Bill: 
I VI' same 1irle 
I I tec.:hni<:al change 
I I new: SCR~.------

NN DNI' AM 

PREVIOUS FISCAL NOTE(S):* 
Department Dale Zero Fiscal Dcparuncnt Oatc Zero Fiscal 

I APPROPRIATION -- no fiscal note *include fiscal n(1tes accompanyinA (~overnor's bill 
+ • ' I .. . 

. ; I • 

'\ .... .:..... . -··· . .......... .... - .: . ....... .. ---·--- .. -... .. 



DA TE: 3/22/96 

(SEN~TECO~TTEE~~RT 
-· First Connmttee of Referral 

.FURTHER:~ 
Finance 

DATE TURNED INTO OFFICE: 

The State Affairs Committe€. considered CS FOR HOUSE BILL NO. 192(FIN) am 

Relating to Alaska Housing Finance Corporation loans. 

and recommends: 

[';4 be replaced with 5 cs _ __..tl_._.6~;.....;..f!_l~ ___ ( sm ) 
[ ] adopt previous __ CS ( ) 

[ ] attached amendment(s) 

[ ] adopt Letter of Intent by-------Committee 

[ ] further referral to the--------Committee 

DP 

Senate Bill: 
[t<] same title 
[ ] new title 

House Bill: 
[ ] same title 
[ ] technical title 
[ ] new: SCR11 __ 

DNP AM 

ri---------------+--·--1f-------,----·· .. --. . ·---+----+--i 

. 
' ... 

CHAIR: CHAIR: 

NEW. FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):* 
Departmen Date zero Fiscal Zero Fiscal 

-e-

.. ... . 

~ ] APPROPRIATION·· no fiscal note *include fiscal notes accompanying Governor's bill 
. . " . :• ) ... 

'~-!. ... 
.. - . . . "' 

-.... .. - ·' 
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f ' 'USE COMMITIEE REPOf ""'"' 
(11) 
Date Referred: March 22, 1995 FURTHER REFERRALS: 

Dare of Committee Action: 
3}~aJ5)' 

The FINANCE Committee considered: HB 197 

HOUSE BILL NO. 197 MINERAL EXPLORATION INCENTIVE CREDITS 

"An Act providing for exploration incenth . credits for activities involving locatable and leasable minerals and 
coal deposits on certain land in the state; and providing for an effective date." 

recommends il be replaced [ vf the same title 
with the following committee substitute ___ C_S_ l_t _B_ A ___ ·r _C'""". R_P...5----.J ___ [ J a~ title 

I I additional referrul to --------Committee 
I I attached amendment(s) 

ADOPTS: _ __ f_"' _e3_6L_V\.~C~.i_-.5~-- Letter of Intent 

ATfACHES NEW FISCAL NOTE(s): <D~pll APPROVES PREV10US: (Dcpl/D~te) 

I J fiscal note(s) [vJfiscal note(s) 01\Jf\ 8)aJ..\9.S-

:: f \:U)\A ~ 1 ?.-> J.:l J~\'l~ 
e 

[ ] zero fiscal note(s) ~zero fiscal note(s) ~~c. ~ 

SIGNING WITH RECOMMENDATIONS DP DNP NR AM 

x 



Alaska State legislature 

HOUSE OF REPRESENTATIVES 
Committee on Resources 

Letter of In cent co accompanv CSHB 197CRes) 

Stace Capitol 
Juneau, Alaska 

99801 

ft is the intent of the House Resources Committee that in 
implementing HB197, the Division of Mining and Water make every 
effort to minimize and limit regulations. The committee views this 

legislation as a positive signal to investors who may be considering 

investment in Alaska. Promulgation of a complex set of regulations 
would send a negative message to investors who view complexity 

and uncertainty as undesireable. 

Bill Williams, Co-Chair 
House Resources Committee 



FISCAL NOTE 
. STATE OF ALASKA BILL NO. HB197 

1995 LEGISLATIVE SESSION 
Revision Date: ____ O_rlg_ln_af_· --------- Dept Affected: Natural Resources 

Title : An Act providing !or exploration Incentive credits BRU: Resource Development 

...;.ro~r......;a;;..;c.;;..tiv....;.it;....le_s_ln_v_ol_vl_ng...__lo_ca_t_ab_le_an_d_l_ea_s_a_bl_e_m_ln_e_ra_ls_a_n_d.....;.co_al......; ... __ Component Mining D!velopmenl 
Sponsor. Representatlve(s) Foster. Vezey 

Requester. ----------------Component Serial No. 

TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND & STRUCTURES 
GRANTS, Cl.AIMS 
MISCELLANEOUS 

[CAPITAL EXPENDITURES 

[CHANGE IN REVENUES (1004) 

FUND SOURCE 
1002 Federal Heceipts 
1003 GF Match 
1004 GF 
1005 GF/Program Receipts 
1006 GFIMHTIA 
Other 
tO J'AL 

Estimate of any currant year (FY95) cost: $ 

POSITIONS 
1-Ull·TIME 
PART-TIME 
TEMPORARY 

62.0 62.0 

0.01 0.01 

0.01 0.01 

62.0 62.0 

62.0 62.0 

10.0 

1 l 
0 0 
0 0 

ANALYSIS: (Attach a s.aparate page if necessary) 

Sae Attached. 

Prepared by: Jules Tileston, Director 
Division: Minin and Water 

62.0 62.0 

0.01 0.01 

0.01 est. ( ~ 60.o)I 

(Thousands of Doilars) 

61.0 162.0 
1100.0) 

62.0 62.0 

l , 
0 0 
0 0 

Phone: 
Date: 

Approved by Commissi ~ 

L.:-L.~~~~~~;ltS--.4.~~waJ.~S"'----- Date: 
Agency: 

442 

62.0 

0.01 

est. (100.o)I 

162.0 
(100.0) 

62.0 

, 
0 
0 

762-2165 
7-Mar-95 
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For further distribution Information call the Governors Legislative Office 
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62.0 

(1,900.0ll 

429.4 
(367.4\ 

62.0 
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0 
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ATTACHMENT TO FISCAL NOTE - HB197 
March 7, 1995 

If exploration incentive credit for coal exploration is allowed to remain in this bill, it could result 
in a minimum $1.5 million dollar loss in direct coaJ royalty and tax revenues in the out-years. A 
significant amount of exploration cost precedes mining of coal. The state already has a regulation 
for granting royalty relief if a coal operator applies. The state's coal royalty is 5% of adjusted 
gross value. Transportation costs from the mine mouth to point of sale, and b~nefication costs 
are deductible from the coal sales price. Rerit is deductible from royalty as well. Locatable 
mineral royalty is 3% of net profits, and rental is $1/acre. These costs arc pretty low. A three and 
a half year mining tax exemption is allowed for new mining operations. 

Notwithstanding the coal royalty decrease, a several hundred thousand dollar decrease in "6(i)" 
rental revenue (rents and royalties return on state mineral production) could also occur in the out­
years if credits are not restricted to daims for which activities take place. A decrease in rental 
revenue will impact the division's operating budget and affect current services provided by the 
division to the industry. Currently approximately $367.4 in program receipts from 6(i) goes into 
the division's budget to support the program. In addition, approximately $418.0 from this 
program goes into the Pennanent Fund. This legislation would provide for no change to the 
Pennanent Fund amount, but the amount going to the division operating budget would be 
eliminated. 

Revenues 
We assume that the exploration credits will result in the long-term loss of the following revenues: 
Coal Royalties S l .5million 
:Mining Leases & Claims 6(i) $ 4 million 

$1.9 rniLiion 
Sections 27.3D.020 and 30 do not specify how trus credit is taken, it could be either against the 
Department of Revenue or the Department ofNaturaJ Resources. We assume these credits ''~II 
use all of DNR's revenue stream. 

Fund Sources Changes; · Long-tenn 
Delete program receipts $(367.4) 
General Fund :S 367.4 
In order to maintain the existing level of service the division provides to the industry, the $367.4 
of program receipt authorization would need to be replaced with general fund over the long-tenn. 

,Eositio.n 
One new position, a Geologist II, will be needed to provide technical work associated with this 
legislation. This involves prequalifing work elements and review of work completed. As this bill 
is effective i1TU11ediately, it is estimated that $10.0 v.~11 be necessary to pay for the additional 
position in FY95. 
One new position 
and associated costs 

$ 62,0 
$ 62.0 



JtATE vFAWiV\ 

1995 LcGISlAilVE SESSION FISCAL NOTE .3 rL~ NCTE. -a :97 ,,. 
. .J, t::. 

' ~evisi0n Dcre: ____ , __________ De;::ir. Atfecrea: '<avenue 
T111e: Minero/ €.itclorotlon lr.cenrtve Ct90ils 9R\J: -A:-t.:-'C!-:::if-:0:-per=-~-•. :---------­

Sponsor: 
_______ _______ Compor-•?nr. Income cna Excrse .\i.;c:t 

Rep. ~er. Vezey 

REtQUeStcr. _._(H).J.-R_E_S ____ ______ _ COMPONENT SERIAL NO. 

Expenditu!"1s/Revenues: (ihooscnc.s ot Dollen) 
O~~ATJNG ....._ __ FY 96 FY97 I FY 915 FY99 I NOO I 

PEilSONAL SE!'MCES 
TRAVEL 
CONTRACTUAL 
$UPPUES 
EQUIPMENT 

LAND & STRUCTURc5 

GAANTS. ClAIMS 
MISCELLANEOUS 
TOTAL OPERATING 

REVENUE FUND SOURCE: Gf 

FUNDING 
1002 recero1 Receiprs 
)CX)J GF MCTCl 

1004 GF 
1005 GF/Prot;;rcm Receipts 

10C6 GF/MHTIA 
Other 

TOTAL 

IFULt-TIME 
PAAl-TIME 
i'CMPOAARY 

I 

I 
I 

0.0 

..... 

o.a 

t 

I I I 
! ' l 
I I I 
I I I ' I I I I 
• I I I 

' I I I 

i i I 
a.a r 0.0 o.o I o.o I 

••• •• 1 ... ,, ••••• 1 

('Tho1.:scr.as or Delio~) 

I 
I 

I 
I 

0.0 0.0 o.o o.o 

o.o 

As expained In the ortcched ~:he Oeoo~nt :s uiable to doh~rmfne c r~e estimate 
(0( this bills tmpoct on Mute Stctg re~~. Se..-crol concern:! txrve been ro:sec: oooreS'Slng the 
dlfflC\Jlties in implementing the Clll cs et.:r.entty wrrtten. 

Agef\cv: DepartmentofRevenue 
?nf PAAER TO Pl'?OV10E >J.l DISmlWllON COPIES TO GOVti(NOX i..it:;;SLA.Tl\li Off'ICE 

F« furlt-.ef didtO.itkYI infOITTIOOOn coi mw ~ ~,..... Ot1lce 

Phone: d6.5-2320 

Dote: 3/13/95 

Dot9: 3/13/QS 

Pcge 1 ot 3 

'lJ 

FY 01 I 
I 

l 
I 

I 
I 
I 
I 

: 
! 

0.0 i 

I 
I 

I 

0.0 
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Fiscal Note Analysis 
HS 197 · Mineral Exploration Incentive Credits 
March 13, 1995 
Page 2 of 3 

Bill Analysis 

Tnis bill grams exploration incentive credits to qualified .lpplicant3 for costs of activitJes related 
to determining the existencg, loc:ition, extent and quality ot locatable or leasable mineral or 
coal deposits. This bill does not apply to orl and gas ~.xploration. It appears that this 
legislation applies to bolh existing and new operations. 

Credits may be claimed against corporation income and mining licensQ t:ixe10 administered by 
Department of Revenue {DOR), under AS 43.20 and AS 43.65, royalties and rents. 
administered by Department of Natural Resources, under AS 38.05.13.5 • 38.05.175 and AS 
38.05.211. Credits are limited to 50% of the combined amount of taxes. royalties and rents 
that are payable :or activities, i.e. sites on which exploration activities occur. This biil requires 
that c~edits be used within 15 years after !hey are granted and allows ror credits to be 
assigned to the applicanrs successor in interest for the exploraticn site if the successor is a 
qualified applicant. 

To prevent future controversy it may be necessary lo provide definition3 as :o what constitutes 
a mining •site•. This bill has a retroactive effective aate ot January 1, 1995. 

Operating Co5tt~ 

DOR does not anticipat~ any additional operating costs to administer the exploration incentive 
credit program authorized under this bill. The Department would rnodify corporation and 
mining license tax return forros to provide for exploration incentive credits. 

While the Department does not anticipate the need for additional audit staff, the SCOPQ of 
corporation income and mining license tax audits will likely have to be expanded to iociude 
review of exploration incentive credits which may result in a decraase in overall audit 
cover<1ge to oth~r tax types. 

St.ate Revenue Impacts 

Qyerview - It is not feasible for Department of REilvenue to determine the impacts of this bill 
on navenue $nee corporation income and mining license taxes are both ba~jed on net income 
from business or mining operations. The Department is unable to predict whether incfrviduaJ 
mining sttes will Incur net income after p<oduction begins and since credits are runited to the 
level of Mure taxable income no reasonable estimate can be made. 

For fiscal year 1994, the state collected S162,000 in mrning license taxes and no estimate can 
be made for the portion of corporatioo net income tax collected which would bG imp~ctGd by 
rne proposed tax credits. 

Overall, exploratfon incentive credits are limited to qualified ~tlon cos~. According to 
DNR exploration e:q>enditum& during calendar year 1994 were approximately 530 million. For 
i994, crearts would have been limited to S30 million under thi~ bill and unused portions would 
be available for a 1 S.year credit canyforward, assuming corporations lkld .sufficient net income 
to quafii '{ for the credit 
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Fiscal Note Analf.i is 
HS 197 • Mineral Explo'4tion Incentive Credils 
March 13, 1995 
Page J of 3 

State Revenue lm~acts, continued 

Concerns • A major concern (or the De9arunent is the increased complexity in corporation tax 
cslculations the proposed legislation would create. Currently corporation taxes are based on 
income from combined operations inside and outside o1 Alaska. Taxpayers aNJ currenlfy nor 
required lo account for or report income on a site-by-site basis. which wouk:i be requir~ by 
!his bill. The Department does no~ believe that !here is a simple and reasonable way :o 
calculate and apply the proposed credits within the corporation income taJ. svucture currer.tly 
in place. 

In discussions with Department ot Natural Resources (ONR) and Department of Commerce 
and Economic Development it was agreed that for increased accountability credits should be 
applied lor annually in advance of :he actual expenditure. DNA would be responsible lor 
preap~roval and tracking of the eligible credits. Without this clause. a company would 
potentially submit documentation for expenditures many years after the costs were incurred. 

For purposes of AS 43.20 and AS 43.65, for every million dollars in net income, a business 
'Nould be allowed a maximum credit of S80,SOO ($47,000 and $33,500 credit against 
corporation and mining tax. respectively). Businesses gain an addition.al tax benefit because 
tney would be allowed :o deduct exploration costs from revenues in determining net income 
upon which taxes are based. 

For example, a corporation'~ exploration activities prove robe very profitable and in a 
subsequent year, the combined corporation and mining taxes payaole from !he individual site 
is cak:\Jlated to be $100,000. In this case, the corpora:ion is allowed to ciaim a SS0,000 
credit. The same corporation has other mirn:ir.al production activities outside of Alaska tnar are 
not prolilatle and when the corporation files its oombineQ corporation tax return, its overall tax 
liabiliry is SS0,000. ~urning t~ corporation daims.the SS0,000 credit, the corporation woulc: 
pay no tax~. 

Slnco this bill doe~ not specify that the credit is nonrefUnda.ble it is undear if a corporation can 
actually receive a refund it credits exceed the COflX)ration's combined tax ria.bmty. If in the 
example above, ~ corporation had a combi1~~ ta>: liability of $40,000, the corporation may 
r.rY to claim a S10,000 refund after subtracting the SS0,000 credit from the lax liabirtty. The 
Department recommends that tne bill oe amended to add ·nonrefundable" oefore rererences 
to the cre<fil 

other information. New mining operations are exempt from mining license taxes for a period 
of three and one-hair years from the date when production besins under AS 43.65.01 o. This 
may be an incentive that is already in place lor purposes intended under this bill. 

Given the uncertainty of estimating the impact on revenues it may be advisal:le ID add a 
sunset prov~ion whid1 af10¥11s for the impcts co be reevaluated or establishing a cap on the 
annual amount of credit allowed. 
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ALASKA DEPARTMENT OF REVENUE 

Section 3. This section would amend corporation income tax statutes (AS 43.20) to authorize 
taxpayers to apply the credit against taxes payable and require them to submit an accounting 
of mining operation activities with their return. 

Section 4. This section would amend mining license tax statutes ( AS 43.65) to authorize 
taxpayers to apply the credit against taxes payable and require them to submit an accounting 
of mining operation activities with their return. 

Section 5. This section provides for a retroactive date to January 1, 1995 and specifies that 
the bill would apply to activities that qualify for the credit undertaken after May 15, 1995. 

Section 6. This section specifies that the bill take effect immediately under AS 01.10.070(c). 

To prevent future controversy it may be necessary to provide definitions as to what constitutes 
a •mining operation". 

Operating Costs 

DOR does not anticipate any additional operating costs to administer the exploration incentive 
credit program authorized under this bill. The Department would modify corporation and 
mining license tax return forms to provide for exploration incentive credits and develop a 
schedule for applicants to report mining license tax liabilities for each mining operation. 

While the Department does not anticipate the need for additional audit staff, the scope of 
corporation income and mining license tax audits will likely have to be expanded to include 
review of exploration incentive credits which may result in a decrease in overall audit 
coverage to other tax types. 

State Revenue Impacts 

Overview - It is difficult for Departmer.t of Revenue to determine the impacts of this bill on 
revenue since corporation income ancJ mining license taxes are both based on net income 
from business or mining operations. It is difficult to predict whether individual mining sites will 
incur net income after production begins and since credits are limited to the level of future 
taxable income no reasonable estimate can be maJe. 

For fiscal year 1994, the state collected $162,000 in mining license taxes and no estimate can 
be made for the portion of corporation net income tax collected which would be impacted by 
the proposed tax credits. 

Overall, exploration incentive crP.dits would be limited to qualified exploration costs. 
According to DNA exploration expenditures durihg calendar year 1994 were approximately 
$30 million. For 1994, credits would have been limited to $30 million under this bill and 
unused portions would be available for a 15-year credit carryforward, assuming corporations 
had sufficient net income to qualify for the credit. 
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Bill Analysis 

ALASKA DEPARTMENT OF REVENUE 

Section 1. This section adds a new chapter (Chapter 30) to AS 27 relating to exploration 
incentive credits. 

AS 27.30.010. This section authorizes the commissioner of Department of Natural Resources 
(DNA) to grant exploration incentive credits tor eligible costs for mining exploration activities in 
the state. The credits would apply to activities associated with mineral and coal deposits. 
Eligible costs would include costs incurred before the mine construction commencement date 
for new mines and before the mine reopening date for mines that previously operated but 
ceased operations. 

AS 27.30.020. To obtain the credit, the applicant must obtain approval of eligible expenditures 
from DNA on an annual basis. Applicants would submit to DNA a request to take credits and 
the commissioner of DNA would approve the taking of the credit within six months of the 
request's receipt date. 

AS 27.30.030. The exploration incentive credit could be applied against corporation and mining 
license taxes and royalty payments. For taxes, the credit would be limited to 50% of the tax 
liability from the mining operation with further limitation of 50% of the tax liability reported on 
the respective return. Taxpayers would be required to submit an accounting for 13ach mining 
operation in the state with their mining license tax form. For royalty payments, the credit 
would be limited to 50% of the royalty payable for production from the mining operation. 

AS 27.30.040. This section would authorize credits to be carried forward to a subsequent tax 
year or royalty period. 

AS 27,30.050. This section would require that credits be applied within 15 years after the taking 
of the credit is approved. 

AS 27.30.060. This section would authorize credits to be assigned to the applicant's successor 
in interest for the mining operation if the successor is a qualified applicant. 

AS 27.30.070. This section would authorize the commissioner of DNA to require persons taking 
the credit to provide an accounting of past use of credits and other information regarding the 
credit. 

AS 27.30.080. This section would require that amounts due the permanent fund be calculated 
before application of a credit. 

AS 27.30.090. This section would require that the commissioner of DNR keep exploration 
activity data confldential for 36 months after receipt by the department. 

AS 27.30.099. This section defines terms used in this chapter. 

Section 2. This section amends royalty statutes (AS 38.05.212) so that the credit applies to 
productic .1 royalty paymAnts. 
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A BILL 

FOR AN ACT ENTITLED 

WORK DRAFT 

9-LS0642\0 
Chenoweth 

3/20/95 

1 "An Act providing for exploration incentive credits for activities involving locatable 

2 and leasable mineral and coal deposits on certain land in the state; and 

3 providing for an effective date." 

4 BE IT ENACTED BY THE LEGISLATURE OF THE STA TE OF ALASKA: 

5 * Section 1. AS 27 is amended by adding a new chapter to read: 

6 CHAPTER 30. EXPLORATION INCENTIVE CREDITS. 

7 Sec. 27.30.010. EXPLORATION INCENTIVE CREDITS AUTIIORIZED. 

8 (a) The commissioner shaJJ grant co a qualified applicant an exploration incentive credit 

9 for the eligible costs of each of the following exploration activities that are performed 

10 on or for the benefit of land in the state for the purpose of detennining the existence, 

11 location, ex.tent, or quality of a locatable or leasable mineral or coal deposit, regardless 

12 of whether the land is state-owned land: 

13 · ( 1) surveying by geophysical or geochemical methods; 

14 (2) drilling ex 'Jloration holes; 

15 (3) conducting underground exploration; 

-1- CSHB 197(RES) 
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1 (4) surface trenching and bulk sampling; or 

2 (5) performing other exploracory work, including aerial photographs, 

3 geological and geophysical logging, sample analysis, and metallurgical testing. 

4 (b) An exploration incentive credit may not be granted under (a) of this section 

5 for exploration activity described in that subsection that occurs after the mine 

6 construction commencement date. In this subsection, "mine construction commencement 

7 date" means the date no later than which all of the following have occurred: 

8 (1) there has been issued to the •1wner or an agent of the owner permits, 

9 leases, and title and other rights in land, and other approvals, permics, licenses, and 

10 certificates, by federal, state, and local agencies that a reasonable and prudent person 

11 would consider adequate to commence construction of a mine in the expectation that all 

12 other approvals, permits, licenses, and certificates necessary for the completion of the 

13 facilities will be obtained; 

14 (2) all approvals, permits, licenses, and certificates are in full force and 

15 effect, unrevoked and without any modification that might jeopardize the completion or 

16 continued construction of the mine; and 

17 (3) an order, judgment, decree, determination, or award of a court or 

18 administrative or regulatory agency enjoining, either temporarily or permanently, the 

19 construction or the continuation of construction of the mine is not in effect. 

20 Sec. 27.30.020. APPLICATION OF CREDIT. An exploration incentive credit 

21 granted under AS 27.30.030 may be 

22 (l) applied, at the discretion of the qualified applicant, against 

23 (A) taxes payable under AS 43.20 and AS 43.65 that are related 

24 to production from the site on which the exploration activities occur; 

25 (B) mineral production royalty payments due the state under 

26 AS 38.05.135 - 38.05.175 and 38.05.212 for production from the site on which 

27 the exploration activities occur; and 

28 (C) annual rent payable under AS 38.05.211 for the site on which 

29 the exploration activities occur; 

30 (2) carried forward to a subsequent tax year or royalty or rental payment 

31 period, except as limited by AS 27.30.040. 

32 Sec. 27.30.030. PROCEDURE FOR OBTAINING TIIB CREDIT. To obtain 

CSHB 197(RES) ·2-
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1 the credit authorized by this chapter, 

2 (1) the prospective credit applicant must certify annual expendirures and 

3 obtain approval of an annual certification of expendirures as follows: 

4 (A) the applicant must submit a certification of expendirures for 

5 the previous calendar year not later than 60 days after the close of that calendar 

6 year; 
7 (B) the certification must describe che work accomplished during 

8 the previous year, the number of employees, and the names and number of 

9 consultants, and provide a detailed list or ledger of expenditures; 

10 (C) the applicant is not required to transmit copies of receipts 

11 with the certification, but the certification is subject to audit in the discretion of 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

the commissioner; 

(D) if the commissioner determines to audit tht: applicant's 

certificate, the commissioner may require the prospective credit applicant to 

justify claims of expenditures with receipts 'lnd other reliable infonnacion; 

(E) the commissioner shall respond to the prospective credit 

applicant's certification of expenditures by September 30 by approving or 

disapproving the certification; if the commissioner 

(i) disapproves the applicant's certification, che 

commissioner shall state the reasons for disapproval and give the 

applicant an opporrunity to correct any problems or to provide additional 

information; 

(ii) approves the applicant's certification, the 

commissioner shall certify the applicant's expendirures and specify the 

exploration activity data requirements for that year that must be presented 

to the department at the time of application for the credit; 

(F) if the commissioner neither approves nor disapproves the 

certification of expenditures by September 30, the certified expenditures are 

automatically approved; 

(2) the prospective credit applicant whose annual cenificacion of 

expenditures has been approved under (I) of chis subsection may thereafter request 

approval of the credit for the certified expenditures as follows: 

-3- CSHB 197(RES) 
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1 (A) the credit applicant shall deliver to the commissioner the 

2 exploration activicy data identified by the commissioner under (1 )(E)(ii) of this 

3 section, and shall request the commissioner's approval of the exploration 

4 incentive credit; 

5 (B) the commissioner shall approve or disapprove the credit 

6 application within six months after receipt of the application for credit; if the 

7 (i) exploration activity data complies with the 

8 requirements identified by the commissioner under ( 1 )(E)(ii) of this 

9 section, the commissioner shall approve the credit; 

10 (ii) credit application is disapproved, the commissioner 

11 shall state the reasons for disapproval and offer the applicant an 

12 opportunity to correct any problems or to provide additional exploration 

13 activity data or other infonnation; 

14 (C) if the commissioner neither approves nor disapproves the 

15 credit application within six months after submission of the credit application, the 

16 credit is approved. 

17 Sec. 27.30.040. LIMIT ON CREDITS. (a) The amount of the exploration 

18 incentive credit for each site that may be taken during a tax year or royalty payment 

19 period may not exceed 50 percent of the combined amount payable by the applicant as 

20 (I) taxes payable under AS 43.20 and AS 43.65 that are related to 

21 production from the site on which the exploration activities occur; 

22 (2) mineral production royalty payments due the state under 

23 AS 38.05.135 - 38.05.175 and 38.05.212 for production from the site on which the 

24 exploration activities occur; and 

25 (3) annual rent payable under AS 38.0.5.211 for the site on which the 

26 exploration activities occur. 

27 (b) Except as its application or use is limited by AS 27.30.020 and 27.30.050. 

28 a portion of a credit that is not applied or used under (a) of this section may be carried 

29 forward to and applied during a subsequent taX year or royalty or rental payment period. 

30 Sec. 27.30.050. USE OF CREDIT. An exploration incentive credit 

31 (1) must be used within 15 taX years or royalty or rental payment periods 

32 after it is approved unde~ AS 27 .30.030(a)(2), but the tax years or royalty or rental 

CSHB 197(RES) -4-
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1 payment periods in which the credit is used need not be 

2 (A) the mx year or royalty or rental payment period in which the 

3 qualified applicant first incurs liability for payment of ta.X, royalty, or rent based 

4 on the applicanc's activity that is the basis of the claim of the exploration 

5 incentive credit; or 

6 (B) consecutive periods; and 

7 (2) may, for the purposes described in AS 27.30.020, be as~igned by the 

8 qualified applicant to the applicant's successor in interest for the site ar whict-. the 

9 exploration activities occur if the successor in interest is a qualified applicant; once the 

10 applicant has assigned the credit to a successor in interest, the applicant may not use the 

11 assigned credit. 

12 Sec. 27 .30.060. RELATIONSHIP TO OTHER FUNDS. Amounts due the 

13 pennanent fund under AS 37.13.010 shall be calculated before the application of a credit 

14 extended under this chapter. 

15 Sec. 27.30.070. CONFIDENTIALITY OF DATA. (a) The commissioner shall 

16 keep the exploration activity data provided under AS 27.30.030 confidential for 36 

17 months after receipt by the depamnent. 

18 (b) The depamnent is liable in damages to a persmi who provided the 

19 exploration activity data under AS 27.30.030 if the data is disclosed in violation of (a) 

20 of this section. 

21 Sec. 27.30.090. DEFINITIONS. In this chapter, 

22 (1) "eligible costs" mean the costs incurred for activities in direct suppon 

23 of exploration activity conducted at the site of the exploration activity for the purpose 

24 of detennining the existence, location, extent, or quality of a mineral or coal deposit.; the 

25 

26 

27 

28 

29 

30 

31 

32 

term 

(A) includes 

(i) the coses of obtaining the approvals, pennies. licenses, 

and certificates for an exploration activity set out in AS 27.30.0IO(a)(l) -

(5); 

(ii) direct labor costs and the cost of benefics for 

employees directly associated with work described in AS 27.30.0lO(a)(l) 

- (5); 
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1 

2 

3 

4 

(iii} the cost of renting or leasing equipment from parties 

not affiliated with the applicant; 

(iv) the reasonable costs of maintaining and operating 

equipment; 

5 (v) insurance and bond premiums associated with the 

6 activities set out in (i) - (iv) of this subparagraph; 

7 (vi) payments to consultants and independent contractors; 

8 and 

9 (vii) the general expense of operating the taxpayer's 

10 business, including the costs of materials and supplies, if those expenses 

11 and costs are direcrly attributable to the work described in 

12 AS 27.30.0lO(a)(l) - (5); 

13 (B) does not include noncash expenses such as depreciatir..1 and 

1.t reserves, interest or other costs of borrowed funds, return on investmer:~. 

15 insurance or bond premiums not covered under (A)(v) of this paragrapf-:, or any 

16 ocher expense that is unreasonable or that the appLicant has r:.ic incurred to 

17 complete work described in AS 27.30.0IO(a)(l) - (5); 

18 (2) "exploration activity data" includes, as apr!..tcable, 

19 (A) a representative skeleton corr. for each hole cored or a 

20 representative set of cuttings for each hole rotary drilled; 

21 (B) chemical analytical data and noninterpretive geophysical data; 

22 (C) aerial photographs or a corographic or geologic map showing 

23 the location of the drill holes, sample locations, or the other exploration activities 

24 undertaken; 

25 (3) "geochemical methods" means soil, rock, water, air. vegetation, and 

26 similar samples collected and their chemical analys1 ·s; 

27 (4) "geophysical methods" means an ~eophysical data gathering methods 

28 used in mineral or coal exploration, including seisrr ic, gravity, ma.gnetic, radiometric, 

29 radar, and electromagnetic and other remote sensing measurements; 

30 (5) "qualified applicant" means 

31 (A) a natural perso11 who is at le.1 st 18 years of age; 

32 (B) a partnership qualified to do bu:;iness in the state; 

CSHB 197(RES) ~-
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1 

2 

3 

(C) a corporation qualified to do business in the state; 

(D) a limited liability company qualified to do business in the 

state; 

4 (E) a legal guardian or trustee of a qualified natural person 

5 described in (A) of trus paragraph; or 

6 (F) any association of persons listed in (A) - (E) of this 

7 paragraph. 

8 * Sec. 2. AS 38.05.135(a) is amended to read: 

9 (a) Except as otherwise provided, valuable mineral deposits in land belonging 

10 to the state shall be open to exploration, development, and the extraction of minerals, 

11 All land, together with tide, submerged, or shoreland, to which the state holds t:cle to or 

12 to which the state may become entitled, may be obtained by permit or lease for the 

13 purpose of exploration, development, and the extraction of minerals. Except as 

14 specifically limited by AS 38.05.135 - 38.05.181, land may be withheld from lease 

15 application on a first-come, first-served basis, and offered only on a competitive bid basis 

16 when detennined by the commissioner to be in the best interests of the state. .When 

17 authorized bv AS 27.30.030, the commissioner shall allow an exploration incentive 

18 credit for activities undertaken to determine the existence, location, extent, or 

19 gualitv of a locatable or leasable mineral or coal deposit and in [IN] unproven are:is 

20 the commissioner may offer additional incentives, including a reduction of royalty to a 

21 minimum of five percent in the case of oil and gas, and other terms in and granting 

22 pennit or lease for exploration and development whenever it appears to be in the best 

23 interests of the state to do so. 

2.1 * Sec. 3. AS 38.05.21 l(c) is amended to read: 

25 (c) The rental for each year 

26 (1) is subject to the claim of the exploration incentive credit 

27 authorized bv AS 27.30; and 

28 (2) after allowance of rhe credit claimed under (1) of this subsection, 

29 shall be credited against the production royalty under AS 38.05.212 as it accrues for that 

30 year. 

31 * Sec. 4. AS 38.05.212(b) is amended to read: 

32 (b) The production royalty 
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1 

2 

3 

ill is three percent of net income as decennined under AS 43.65; and 

(2) is subject to the ex·ploration incentive credit authorized bv 

AS 27.30. 

4 * Sec. S. AS 43.20 is amended by adding a new section to read: 

5 Sec. 43.20.044. EXPLORATION lN~ENTIVE CREDIT. A caxpayer may apply 

6 as a credit against the tax levied under this chapter the exploration incentive credit 

7 authorized by AS 27 .30. 

8 * Sec. 6. AS 43.65.020(a) is amended to read: 

9 (a) A person subject to tax under this chapter shall make a return stating 

lO specifically the items of gross income from the property. including royalty received and 

11 the d'!ductions and credits allowed by this chapcer and the exploration incentive credit 

12 authorized bv AS 27.30, and other infonnation for carrying out this chapter that the 

13 department prescribes. The return must show che mining license number and must be 

14 signed by the taxpayer or an authorized agent of the taxpayer, under penalty of unsworn 

15 falsification. If receivers, crustees, or assigns are operating the property or business, they 

16 shall make returns for the person engaged in mining, 0r the recipient of royalty in 

17 connection with mining property. The tax due on the basis of the returns shall be 

18 collected in the same manner as if collected from the person of whose business they have 

19 custody and control. 

20 * Sec. 7. This Act is retroactive to Janua.n; I. 1995, and applies to activities that qualify for 

21 the exploration incentive credit authorized by AS 27.30 that are undertaken after December 31 , 

22 1994. 

23 * Sec. 8. Tilis Act takes effect immediacely under AS Ol.10.070(c). 
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CO·CHAIA. HOUSE FINANCE COMMITTEE 

Sponsor Statement HB 197 

An Act Providing for Exploration Incentive Credits for Activit1 . 
Involving Locatable and Leasable Minerals and Coal Deposits on 

Certain Land in the State. 

Alaska's economic future is dependent upon resource development, 
always has been and always will be, thac's a fact. Alaska is rich in 
mineral resources. Many of our communities, including our capital of 
Juneau, owe their very existence to the rich mineral deposits beneath 
or near municipal boundaries. Future deposits have yet to be 
discovered and will only be developed following extensive 
exploration efforts . 

But Alaska alone does not have a lock on opportunities. Our world is 
now a globally competitive arena. Competition for available 
exploration capital is intense. International corporations comb the 
globe for prospects to locate and develop low cost mining operations. 
In order to attract exploration in Alaska, we as a state must remain 
competitive. 

HB 197 offers such an incentive to industry. Uno..!-r this legislation 
exploration dollars invested in development of a producing mine 
would be eligible for credit against taxes due as a result of 
production revenues. If the prospect never advances to the 
production phase, no credits are released. 

Without tax incer1cives, current trends will most certainly continue. 
In the past decade, available exploration investments ha·;e poured 
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out of the country and into lucrative third world countries where 
government:, welcome investments with limited regulation, minimal 
rnxes, if any at all, and very low cost production expenses, including 
labor arid environmental. Chile, Columbia. Mexico, Indonesia and 
Canada have all benefited from this outflow of American capital. 
This is detrimental to our long range economic future and chreatens 
to doom our future generations to continued government dependence 

for cost of living subsidies. 

Often the perception of the taxing environment within a given locale 
is j ust as significant as the tax itself. HB 197 proposes a tax credit 
which sends a strong message to the industry th at, indeed, "Alaska 1s 

open for business." 

Exploration dollars stay in state. Partnerships with land rich native 
corporations are certain to require local hire. Logistical operations 
depend wholly upon local businesses for local knowledge and 

equipment. 

Given the fact that Alaskan mining operations have to contend with 
high labor costs, logistical complexities and limited infrastructure in 
vast areas of the state, it is reasonable that we encourage in terested 
parties through tax credits. Without extensive exploration, producing 

mines will unlikely occur. 

HB 197 is priority one for the Alaska Minerals Commission. This 
astute body has reviewed all aspects of the mining industry m 
Alaska and concluded that this is essential legislation. 

This legislation was considered di;ring the Eighteenth Legislature and 
passed both bodies. Unfortunately, the changes made in the Senate 
failed to receive concurrence due to adjournment. 

The administration is pursuing similar legislation for oil and gas 
exploration and development tax credits in an effort to stimulate 
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addicional development of our petroleum resources. HB 197 parallels 
this outreach effort into the minerals industry. 

I support the Alaska Minerals Commission and have introduced this 
legislation on their behalf. I encour:!ee your consideration and 
endorsement on HB 197. Thank you. 
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MEMORANDUM March I, 1995 

SUBJECT: 

TO: 

FROM: 

House Bill 197, establishing an exploration incentive credit for 
mining -- sectional analysis (Work Order No. 9-LS0642\G) 

Representative Richard Foster 
Attn: John WaJsh 

LE 

In addition to other credits o · ments that may be allowed to som~ne conducting mining 
activity, the measure propo establish an exploration incentive credit for activities on land 
in the state that relate to locatable and leasable minerals and to coal. 

Bil section I: This provision. the heart of the measure, authorizes an exploration incentive 
credit for activities on or for the benefit of land in the state to determine •the exister:ice. 
location, extent, or quality" of a locatable or leasable mineral or coaJ deposit. Specifically -

-·AS 27.30.0IO authorizes thr. exploration incentive credit; describes the activities 
that qualify for the credit; determines how the credit, once granted, may be applied; prescribes 
the documentation of activity that must bf. submitted to qualify for '.'.." credit; and sets a time 
limit before which the conunissioner may not release certain information or data obtained by 
the commissioner under the activity documentation provision; 

-- AS 27.30.020 defines, as the limit of the credit. SO percent of the exploration 
inuntive credit applicant's mineral production royalty payment obligation under AS 38.05, 
or tax obligation under the state income tax or mining license tax, or annuaJ rental payment, 
or the combination of them; portions of a credit that are not applied or used may be carried 
forward; 

- AS 27.30.030 sets a time limit on the use or application of the exploration incentive 
credit-15 years after approvaJ--and permits use of the credit to be assigned by one qualified 
credit applicant to another; 

-- AS 27.30.040 follows a provision of the oil and gas exploration incentive credit 
now under consideration and is intended to hold the Alaska Permanent fund harmless against 
loss of any amounts due the fund under article IX, section 15 and by law; 
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-· AS 27.30.050 authorizes the commissioner of natural resources to adopt 
regulations relating to the claim and use of the exploration incentive credit; and 

-- AS 27.30.090 supplies definitions to tenns used in AS 27.JO. 

Bill Stttion 2 amends the production royalty provisions of the Alaska Land Act, AS 38.05, 
to permit a person obligated to pay a mineral production royalty payment to claim the 
exploration incentive credit against the royalty payment that is due under that chapter. 

Bill section J amends the mining rental provision to recognize the claim of the exploration 
incentive credit as a credit that may be claimed against that rent. 

Bill section 4 revises the manner of computing the mineral production royalty due under 
AS 38.05 to recognize the exploration incentive credit. 

Bill Stttion 5 amends the Alaska Net Income Tax, the current state income tax, to permit a 
taxpayer to claim the exploration incentive credit against the tax due under that chapter. 

BiU section 6 amends the provision of the Mining License Tax, AS 43.65, to recognize, as 
an additional adjustment to computation of the tax due, the claim of the exploration incentive 
credit as a credit that may be claimed against that tax. 

Bill section 7 makes the proposed exploration incentive credit authorized by the measure 
retroactive to January I, 1995, to cover activities qualifying for the credit that take place after 
December 3 l, 1994. 

Bill section 8 gives the measure an immediate effective date. 

JBC:klb 
95-112.klb 
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Alaska Minerals Commission 

INCENTIVES 

FINDINGS AND RECOMMENDATIONS 

PART A: ISSUES REQUIRING STATE ACTION 

FINDING: The Alaskan minerals industry competes in a global market for mineral exploration and development 
dollars. Although Alaska is blessed with an abundance of geologically favorable terrane, it has suffered because 
of its remoteness, the lack of transponation, infrastructure, and seasonal constraints. Equally important is the 
industry's perception that State and Federal agencies are not supportive of mineral development in Alaska. 

Throughout the world there are countries actively seeking exploration and development investment by providing 
economic incentives for resource industries. [ncentive programs have been successful in Chile and Mexico 
where privatization and tax incentives have revitalized their mining industries. Appropriate incentives could be 
especially effective in drawing industry attention to Alaska. This is because many companies currently view 
the lower 48 to be unattractive from the regulatory perspective and are looking elsewhere for new exploration 
opportunities. 

THE COMMISSION RECOMMENDS THAT: 

I . The Governor and Legislature should create economic incentives that will provide financial encour· 
agement and help offset some of the real and perceived problems facing exploration and de\·elop· 
ment in Alaska. Incentives that should be considered include credits for expendi1t1res 011 explora· 
rion drilling and geophysics that can be deducted from claim rems, the mining license tax, produc­
tion royalties, and income taxes. An incrensed budget for educational and promotional efforts is 
also recommended. 

GEOPHYSICAL AND GEOLOGICAL MAPPING 

FINDING: Many other countries provide airborne geophysical surveys to guide and complement traditional 
geologic mapping and geochemical surveys. Commonly several millions of dollars per year are invested in order 
to survey several thousands of square miles. This has been found to be a cosl effective marketing tool to attract 
mineral exploration investment. 

In 1993 Alaska contracted for airborne surveys of I, 100 square miles and in t 994 for an additional 750 square 
miles. At least half of Alaska· s 160,000 square miles of State land (I 04 million acres) has high mineral value. 
However. at the present level of funding it will take well over 80 years to survey these mineral lands. 

Although the maps of the 1993 airborne geophysical survey were not available until April of 1994, already 
increased claim staking and exploration activity can be documented in the Nome and Circle areas. The maps 
from the 1994 surveys of the Fairbanks and Richardson districts should be available in early 1995, but already 
(October, 1994) there is significantly more explorat ion interest in both areas. 

These mapping programs should be viewed as an investment similar to the marketing efforts in other basic sector 
industries in Alaska and accelerated to cover the known mineral belts in a reasonable time frame. 

THE COMMISSION RECOMMENDS THAT: 

2. The Governor and Legislature should invest $5 million per year for the next decade, preferably 
through fo11ndarion /11ndi11g. in airborne geophysical s11rveys and complementary geological and 
gc>ochemical surveys. 
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ACCESS 

FINDING: The State has identified hundreds of potential Revised Statute '2477 Rights-of-W?y (RS 2477) and 
is in the process of asserting title on a selected few. However only the Bureau of Land Management (BLM) 
currently has a policy for accepting State nominations and assertions. 

RS 2477 access corridors may provide the only assured access across and within the vast interlocked system 
of Conservation Systems Units in Alaska other than the untested Title XI access provided for in the J 980 Alaska 
National Interest Lands Conservation Act (AN£LCA). 

THE COMMISSION RECOMMENDS THAT: 

3. The State should aggressively assert all idenrijied RS 2477 Righrs-of-Way and proi·ide funding until 
completion of the project. Further, the State should assert an access route pursuant to Title Xf of 
ANILCA to test the process and develop prt•cedent-setting guiddines. 

STATE REGULATORY REFORM 

FINDING: Alaska mineral producers often face highe r costs of doing business due to harsher climate, to higher 
labor costs, and to higher capital costs. Additional indirect costs due to regulations can have the effect of 
making Alaska mines uncompetitive with those in other states and countries. The Administrative Procedures 
Act (AS 44.62.195) requires State agencies to prepare fiscal notes which estimate the costs to State government 
of a proposed regulation. State agencies should also be required to estimace the compliance costs of proposed 
regulations to individuals and businesses as a formal part of the process of adopting regulations. 

THE COMMISSION RECOMMENDS THAT: 

4. The Legislature should amend the Administrative Procedures Act (AS 44.62.195) by adding a 
section as follows: "If the adoption, amendment, or repeal of a regulatio11 would require increased 
costs for compliance by individuals and businesses, the department or agency proposing the regu­
lation shall prepare an esrimate of those costs for the year following adoption, amendment, or 
repeal of the regulation and for any additional period of time required for implementation and 
compliance with 1he regularion." 

FINDING: Presently several State agencies claim management authority over State lands. The administration 
has become a complex bureaucracy with multiple agencies vying for regulacory management of mineral devel­
opment. The number of pennits, the time required to s'!cure those penruts, the number c,f agencies, and the costs 
related to obtaining the pennits has become excessive. 

The recent experience with pennitting a major mining operation on State lands near Fairbanks has demonstrated 
the benefit of having a coordinated State approach through the Depa.-tment of Narural Resources (DNR) for the 
mine pennitting process. 

THE COMMISSION RECOMMENDS THAT: 

5. The Govemor slrould designate and fund the Department of Natural Resources ( DNR) as the lead 
agency in all regulatory matters conceming mining, and shnuld direct other agencies with regu­
latory authority over mining. such as the Depanments of Fish and Game and Environmental 
Conservation. to coordinate their regulatory programs through DNR. 
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FINDING: Authority for the issuance of Alaska Placer Mining Permits comes through the Miscellaneous Land 
Use Pcnnit process. As the regulations are currently written, a pennit under this section can be issued for only 
one year. Allowing longer permit periods would create a more stable environment for planning and financing 
mining projects while significantly reducing the work load of the Division of Mining. 

THE COMMISSION RECOMMENDS THAT: 

6. The Governor should direct rhe Commissioner of the Department of Narural Resources to take the 
nec<!ssary steps to allow Miscellaneous I.And Use Permits to be issued for periods of up to 5 years. 

CITIZEN'S ADVISORY COMMISSION ON FEDERAL AREAS 

FINDING: The Citizens Advisory Commission of Federal Areas was established by the Alaska Legislature in 
1981 shortly after the enactment of the Alaska National Interest Lands Conservation Act. The Commission is 
composed of 16 members, half of whom are appointed by the Governor and half by the Legislature, including 
four sitting legislators. The Commission analyzes federal legislation, regulations, and land management plans, 
determines the impact of these actions on Alaska's citizens. and makes recommendations to both State and 
Federal agencies for corrective actions to problems discovered. As federal regulations are finally developed, the 
case load is expanding. 

Development of Federal lands and regulations for access across them is important to the State's economy. The 
Commission provides a valuable and cost-effective mechanism through which State concerns regarding manage­
ment of all federal lands can be expressed. 

THE COMMISSION RECOMMENDS THAT: 

7. The Governor and Legislature shc11ld provide expanded budgetary and programmatic support to 
the Citizens Advisory Commission on Federal Areas. 

COASTAL ZOJ:~ MANAGEMENT 

FINDING: AS 46.40.040 and AS 46.40.060 refer to the Coastal Policy Council (CPC) duties as developed 
through public hearings of the J 970s and 80s. The CPC was to review coastal zone plans to ensure that they 
did not arbitrarily or unreasonably restrict or exclude uses of State concern. However, the State has not defined 
those State Uses in Statute (currently such uses are only referenced by CPC resolution) . The Statutes do not 
clearly idenrify uses such as mining, fish and seafood processing, timber harvesting and processing, subsistence, 
habitat, grazing, historic and archeological resources. oil and gas development, commercial fishing or new 
Sl'Hlements as Uses of State Concern. · 

THE COMMISSION RECOMMENDS THAT:-·------

8. The Legislature should amend AS 46.40.040 and AS 46.40.060 to define "uses of state concern" 
to ensure rhat all uses or potential opponunities for future uses or rights arj! treated equally. 



COAL ISSUES 

FINDING: In 1990 the Alaska State Legislature passed into law a new statute to ensure reclamation occurred 
during and after mining on state, federal, municipal, and private land and water. In 1982 the Legislature passed 
a similar law regarding surface coal mining operations in Alaska. These two programs offer various reclamation 
bor1ding mechanisms to companies and individuals engaged in mining activities. A primary difference exists, 
however, in that coal mining operations are currently not able to panicipate in the State's bonding pool. A 
change in statute is advocated to allow for participation. if desired. of all mining companies and individuals in 
the State· s bonding pool. 

THE COMMISSION RECOMMENDS THAT: 

9. The Governor should direct the Commissioner of Natural Re~ources to prepare necessary changes 
to AS 27.19.0/0(c) and AS 27./9.040(b) to allow for the inclusion of all mining companies and 
individuals in the State of Alaska's reclamation bonding pool. 

EDUCATION AND RESEARCH 

FINDING: The "Alaska Resource Kit: Minerals" which is being used in the statewide public school system, 
is an excellent program for educating Alaska's students in the issues and fundamentals of resource development. 
The program is a cooperative effort between the Department of Education, which developed the curriculum and 
is responsible for its implementation, and the Alaska Mineral and Energy Resource Education Fund (AMEREF). 
AMEREF is an industry-supported organization which annually funds the production and replacement of the 
teaching materials and which partially funds the salary of a Mineral Specialist in the Department of Education 
who is responsible for providing teacher training and for implementing the program into the school systems. 
This program has proven to be a success and reflects the cooperation that has existed during the I 0 years of 
the program's existence. 

THE COMMISSION RECOMMENDS THAT: 

JO. The Governor and the Legislature should continue to support the Department of Education for its 
partial funding of a Minerals Specialist at tire present or an increased level. Such support should 
be commensurate with the increased contributions from the industry- supported Alaska Mineral and 
Energy Resource Education Fund. 

FINDING: The University of Alaska offers programs for educating mining engineers, geological engineers and 
geologists: for providing mining public extension, and mining vocational training services; and for conducting 
applied research in direct support of the mineral industry. These professional , public service, and research 
programs are vital to the continued development and utilization of the State's mineral resources, to the jobs and 
incomes of its residents, and to the public re'lenues used to support education and other public services. 

The ongoing assessment of University of Alaska programs will identify areas for reducing the University budget. 
Maintaining the identity of degree programs and administrative leadership of academic units which provide 
support for resource development and of vocational programs which provide unique direct job training should 
remain a priority for the University. 

THE COMMISSXON RECOMMENDS THAT: 

II. The Governor and legislature should provide budgetary support to the mining, geological. and 
mine training programs throughout the University of Alaska system. 
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USER FEES 

FINDING: Increased user fees have been suggested as a means of offsetting the cost of providing government 
service as the State faces declining revenues. However, allowing State agencies to unilaterally impl~ment user 
fees could result in uncontrolled increases in the cost of basic services requ ired by citizens and businesses, as 
well as allowing State agencies to operate outside the Legislature's budgetary process. Additionally. the 
implementation of user fees should carefully balance the need to generate revenues against the increased cost 
to citizens and business for necessary services and required pennits. 

In addition to these general concerns, the mineral industry is concerned about fee schedules and access restric­
tions for technical resource and land infonnation from State databases. Onerous fees and restrictive use 
agreements for this information will discourage investment in mineral exploration and development. 

THE COMMISSION RECOMMENDS THAT: 

J z. The Governor and Legislature should establish policy guidelines for rhe implementation of 11ser fees 
and should establish a procedure requiring legislative and public review of all proposed user fees. 

STATE LABOR ISSUES 

FINDING: Legislation allowing a flexible work week and extending underground working hours is important 
for the viability of mines in remote locations. Properly drafted legislation would provide employers and 
employees with the nexibility to jointly detennine work schedules that would enhance efficiency and provide for 
more desirable time off patterns for employees. A recent joint program in British Columbia between private 
industry, the B.C. Ministry of Mines, and the U.S. Bureau of Mines has demonstrated the utility, safety. and 
desirability of extended underground work shifts. 

THE COMMISSION RECOMMENDS THAT: 

J Ja. Legislation should be enacted to allow work schedules to be set on the basis of project-specific 
considerations which will permit more efficient use of labor and provide more desirable time-off 
patterns for employees. AS 23.10.060 Ctlfrently provides opportunities for flexible work plans at 
small seasonal mining operations and for surface mines. These same opportunities should be 
extended to all mining operations without regard to si:e. rype, and/ or seasonal nature of rhe work. 

b. Legislation should be enacted to amend current statutes limiting underground shifts from the 
current ma.ximwn of eighr hours to a maximum of twelve hours, similar to SB 295 in the 17th 
Legislature. 

DIMINUTIVE DISCHARGES 

FINDING: The Alaska Department of Environmental Conservation (ADEC) has recently begun selective 
enforcement on the mining industry of a regulation relating to disposal of nondornestic wastewater. This 
regulation applies to a broad spectrum of routine activities in Alaska which result in small discharges of solid 
or liquid waste. such as drilling, blasting, construction and earth excavations, and marine bilge-pumping. ADEC 
regulatory action is being conducted under. 18 AAC 72.500. which states (in part) ''a person who disposes of 
nondomeslic wastewater into or onto land, surfacewater, or groundwater in Alaska must have a pennit issued 
by the Department (ADEC) for that disposal." Regulations detailed through 72.500 are promulgated under AS 
46.03. I 00. which specifies that both liquid and solid waste are to be regulated. 
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Clearly. this regulatory language is so broad as to include most outdoor activities in the State. The Department 
of Law has maintained that no exemptions are allowed and that ADEC must require a pennit for all discharges, 
regardless of the source, type , or insignificance of the discharge. To date, ADEC has chosen only to require 
a permit for selected mineral drilling activities. This selective enforcement of a bad regulation is an example 
of government at its worst. 

THE COMMISSION RECOMMENDS THAT: 

14. The Alaska ugislature should amend AS 46.03. I 00 to exempt diminutive activities, includi11g 
mineral drilling, certain co11struction activities. and marine bilge-pumping from requiring a Waste 
Disposal Permit. Specifically, mineral drilling in which the only discharges are ground-up rock, 
water, and biodegradable additives. (which are EPA approved for water-well drilling). should be 
exempted. 
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Alaska's Place in the 
International Minerals Industry 

By STEVE BORELL 

At a time when investments in mineral exploration 
are leaving most areas of the western United States, 
Alaska mineral opportunities are again catching the 
attention of major mining companies. 

The debate over c!ianges to the federal mining law 
has resulted in extrem~ uncertainty for the U.S. mining 
industry. Finding and developing minerals projects 
requires many years of secure tenure (clearly established 
rights if an economic deposit is found). Without secure 
tenure, years of work and many thousands - if not m1i· 
Hons ·- of dollars are at risk. 

Because of the uncertain 

increase. There are two primary reasons for this situation. 
First, the state of Alaska now holds title t" about 85 

million acres of land, and once all land transfers are 
complete, it will have 104 million acres, an area nearly 
the size of California, will be open to mineral exploration. 

Second, Alaska Native corporations own about 44 
million acres of land, and they are actively promoting 

future of the federal mining iaw 
during the past four years, 
minerals companies have great· 
ly decreased their exploration in 
the United States and have 
moved their exploration dollars 
to countries having a friendlier 
attitude toward mining and a 
more stable climate. While un· 
certainty has increased for min· 
ing on U.S. federal lands, other 
countries, including Mexico, 
Chile, Argentina and Papua 

However, even with 
the negative legacy of 

the past and the 
current regulatory climate, 

the potential for future 
1nineral development is 

excellent. 

their lands for mineral explo­
ration and development. Most 
of these lands, both state and 
Native, were selected because 
they had high mineral pottntial. 

The bad news is that AJaska 
continues to be dogge.d by its 
reputation of being a difficult, if 
not bad, place to do business. 
High costs and lack of infra· 
structure have been major deter­
rents, but past uncertain land 
tenure has been the greatest 

New Guinea, l:ave changed their mining laws to en· 
courage mining investments and to ~·tovide secure land 
tenure while eliminating or reducing royalties. 

These countries have determined that their citizens, 
economies and r.overnment revenues receive the greatest 
benefits when mines nre built, jobs nre created and 
companies m . ~ .. ;;- .. ·;:• :,-. 0:~ ·· · .. ;nes and jobs are in 
place, these governments obt:un revenues by trucing 
those facilities and the personal income of miners ·and 
suppliers. as well as corporate ir:icome. 

Exploration Holds On 
While a mass exodus of investment from the Lower 

48 has occurred , Alaska has held fairly even, and 
exploration investments in 1994 may actually show an 

concern. In the past, issues like 
d\2) lands debate, which led up to ANILCA (AJaska 
National Interest Lands ConBervation Act), the An· 
tiquities Act, inholdings, valideXistingrights,etc., forced 
many companies to leave Alaska. These issues are 
generally behind us now, but as with a ll resource 
industries, mineral development is being smothered by 
constantly expanding, overbearing state and federal 
regulations. 

Major Mining Projects 
However, even with the negative legacy of the past 

and the current regulatory climate, the potential for 
future mineral development is excellent. In fact, there are 
now seven major mining projects that could be in con· 
struction in the next two years. 

Note: This article appeared in the September 199-1 issue of Alas.~a Business Monthly. 



These projects would create more than 3,000 jobs 
during construction and over 1.600 permanent, year­
round, skilled, challenging, good-paying jobs once m in­
ing begins. Each of the seven projects atilt has significant 
design, permitting, marketing and/or financing chal­
lenges to overcome. Thus, there a re no guarantees, but 
the future is certainly bright. 

As for exploration, the lifeblood of future mines, the 
level of exploration in Alaska thus far in 1994 appears to 
be ahead of 1993. This year's exploration seems to be 
characterized by many small to medium·size projects 
rather than a few large-sr.ale ones. 

Mapping Gains Ground 
One reason for excitement: the results from the 

state's 1993 airborne geophysical mapping program. The 
project mapped four areas of Alaska where private 
companies now are focusing detailed exploration. This 
program, which included private funding, developed 
geophysical data that can now be purchased from the 
state's Division of Geological and Geophysical Surveys. 
(The agency is located in Fairbanks at 794 University 
Avenue, Suite 200, 99709·3645, and can be reached by 
phone at (907> 474.7147 or fax at (907) 479-477q. 

By conducting such a program, the state of Alaska 
has made an investment that will be available to all users 
for many decades. Many nations already have geo· 
physically mapped their entire land areas. As Alaska 

. ' . 
continues this mapping, it will develop a competitive 
base of data and will begin to even out the advantage 
often held by other countries. 

War On 'fhe West 
Because of laws that now protect private property 

rights and secure land tenure, the immediate future for 
mining should be positive. However, the biggest unknown 
facing all resource development in the western United 
States is what is known as "The War on the West." The 
attack on the federal mining law is one aspect of this war, 
but there are many more. Laws are being changed to 
make it easier for " no· use" groups to block projects; the 
federal government is settling environmental suits out of 
court in ways beneficial to those opposing development; 
and contracts and leases with the federal government are 
being canceled. 

These are ominous signs, and we can only hope they 
will be reversed. If not, the current positive outlook for 
mining in Alaska and the jobs mining can generate will 
be snuffed out before mining can provide the diversifi· 
cation Alaska's economy needs. 

SteL'e Borell is a registered professional engineer in 
Alaska, Colorado and North Dakota with more than 20 
years experience in coal and metals mining throughout 
the United States and in Canada and South America. He 
is e:recutiue director of the Alaska Miners Association. 

ltt ALASKA l!INERS ASSOCIATION, INC. 
501 West Northern Lights Blvd., Suite 20.'3, Anchorage, Alaska 99503 

Phone: (907) 27~034.7 Fax: 1907) 278-7997 
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ALASKA 
America's Sleeping Giant 

for Minerals 
Alaska new provides the greatest opportunity for minerals ex· 
ploration and development in all of North America. 

There is more land in Alaska open to mineral entry than in any other 
western state. As compared to other parts of North America, Alaska 
has had very little mineral exploration and very little mining. Major 
world class deposits are known to exist, some of which are being 
developed at this time. And just as important, as oil production from 
Prudhoe Bay decreases, Alaskans are encouraging mineral deVfdop­
ment and see it as having the greatest hope for significant future 
economic development. 

Alaska Has a History of Being 
Elephant Country 

Alaska is known for its mineral elephanta. The 
copper deposit at Kennecott provided the base for the 
modern mining giant of the same name and con· 
tained ore grading as high as 70% copper with the 
average mill grade for the mine life at 12%. The 
Alaska-J uneau underground mine milled 12,500 tons 
per day in the early part of this century and will 
likely re-open at 22,500 tons per day. The Greens 
Creek Mine has produced 7.6 million oz. silver, 
37,000 oz. gold, and 58,700 tons oflead-zinc concen· 
trates per year. The Red Dog mine has produced more 
than 550,000 tons of zinc, lead, and combined con· 
centrates per year and at that rate has a mine life of 
more than 50 years. The recently discovered (1989) 
Pebble Copper deposit is know to contain at least 500 
million tons grading 0.35% copper and 0.012 oz per 
ton gold. 

It is estimated that there is as much coal in Alaska 
as in the remainder of the U.S. combined. All of this 
coal is very low sulfur and it is well positioned to 

compete in the Pacific Rim with coals from Australia 
and Indonesia. ln adrimon to federal and state 
owned coal, there is also privately owned coal in 
some areas and these private owners are actively 
working to develop these coal fields. 

Many other elephants are known to exist. Some are 
being reevaluated for application of modern mining 
and extractive technologies. Others are being evalu· 
ated for infrasturcture development. 

Alaska Has Land Available 

[t is well known that the U.S. Congress has estab­
lished many park.a, preserves, refuges, etc. in Alaska 
but there is still a tremendous amount of federal, 
state, and private Native Corporation lands that are 
available for minerals development. The amount of 
fedeTal land open to mineral entry (49.6 million 
acres) is larger than the entire area of the states of 
Washington, South Dakota or Nebraska. 

The amount of state land open to mineral entry (95.9 
million acres) is nearly the size of the entire state of 
California. Much oftheaeatate lands were specif · 
cally selected because of their high coal and hard­
rock mineral potential. State law encourages and 
even mandates development ofresources. 

Native Corporations 
Alaska is unique in that twelve Native Corporations 
own more than 44 million acres of private land. 
Much of these lands were selected specifically for 
their mineral potential before most State selections 
or the establishment of the parks and refuges. 

These Native Corporations have been in existence 
for more than twenty years and h r. , ied many 
avenues to develop jobs for their regions. Because of 
Red Dog and other smaller projects they have seen 
what mining can do for the economy, especially in 
remote areas, and they want economic development 
for their regions and jobs for their people. These 
Native Corporations are not "reservations", they are 
modem businesses and they are acti vely marketing 
their lands for mineral development. 



Alaska is Essentially Un-Explored 

Because of pa.et federal and elate policies, the cli· 
mate, rerr.otenell8, and a short summer exploration 
season, Alaska has hod relatively little exploration· 
far leas than any other part of the United States and 
less than most other parts of the world. T he surface 
is typically covered by forest, tundra, or snow and 
ice and is not readily visible. The new exploration 
te<:hniques developed over the past 20 years have 
been applied to only a few small areas of the state, 
much lees than 5%. 

Alaska Has Stable and Progressive 
Tax and Regulatory Policies 

Alaska ha.e a 7% net profits mining license tax on all 
mineral production, a 3% net profits royalty on min­
erals from state lands, and a graduated claim rental 
beginning at SO.SO/acre. Alaska stale corporate 
income tax is 9.4% if net profit is more than a set 
threshold amount. Alaska does not now have a 
statewide sales tax nor a personal income tax. In 
1992 the Alaska Legislature passed a bill specifically 
exempting insitu mineral reserves from taxation 
until they are mined. 

Alaska's mining re.:lamation statute is logicaJ and 
reasonable while still ensuring that the area mined 
is left in a stable condition that will provide for pub­
lic safety and not pollute the environment. The sta­
tute requires bonding in the fairest possible way. The 
miner is held responsible for the reclamation but a 
bonding pool is available that provides access ta 
bonding and limits the miner's cost to payment into 
a refundable escrow account and a small annual 
service fee. 

Alaska Wants Mining 
Alaskans are beginning to recognize that mining 
has the greatest potential for economic development 
and new jobs for all areas of the state. O il production 
is declining at a rate of 7% per year. Harvesting 
timber is coming under increased pre.ssure and will 
not provide new jobs and economic development. 
Tourism is important and may expand but primarily 
with short term, seasonal, entry-level jobs. Commer· 
cial fish ing is already over·allocated and the future 
of that industry will be with the courts deciding who 
will get the fish . That leaves mining. And mining 
can provide challenging, skilled, good-paying, year­
around jobs for all areal3 of the state. 

Alaska Now Has a Growing Mining. 
Industry 

Durin~ the next 18 months, six mining pro}ects in 
Alaska will be at a stage where they could make 
decisions ta begin construction of major mines. Now 
is the first time that such a statement could have 
been made since 1902! There are no guarantees. 
Each has significant de.sign, permitting, market 
and/or financing challenges that must be overcome 
and the owners a re working on these remaining 
challenges. 

Shouldn't You Be Part of This 
Exciting Time in Alask11? 

There are various ways to approach mineral explora· 
tion in Alaska. 

• Contact the state Division of Mining, Bureau tJf 
Land Management or the U.S. Forest Service to 
learn about their respective lands. 
• Contact the 12 Native Corporations for inform a· 

tion on leasing their privately ownM lands, 
• Use the Alaska Min1!rs Association annual Ser· 

vice Directory to conta<:t mining companies now 
operating in the state or to contact independent 
prospectors, geologists, engineers and others that 
have properties or know of properties that have 
already been djscovered. 
• Attend the Alaska Miners Association annual 

convention and trade show that is held in Anchor· 
age each year during the firat week of 
November. 
• Attend the spring Bi·annual Placer Conference 

held in Fairbanks (even years) or the spring Bi· 
annual Conference Juneau held in Juneau (odd 
years), both orga.inzed by the Alaaka Miners Associ­
ation. 4 
No matter what your level of intereat at this time, 
you will want t-0 join the Alaska Miners Association 
to stay abreast of events in the 49th state. Member· 
ship includes the annual Service Directory and the 
monthly journal The Alaska Miner. Call or write 
today to: 

Alaska Miners Association 
501 W. Northern Lights, Suite 203 
Anchorage, AK 99503 
Phone (907) 276-0347 
FAX (907) 278-7997 

. . . 
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Why Locate In Alaska for Projects 
In 

RUSSIA 
)f( 
)I( 
)f( 
)f( 
)I( 

[)y Steue Borell )I( 
)I( 
)I( 
)I( 
)I( 

Alaska and Russia share a very special relationsh ip and companies wishing to do 
business in the eastern half of Russia should strongly consider locating their Russia 
contact office in Ala.aka. Thie oppliM uot just to mining companies and mining 
industry suppliers but anyone wishing to do business in Russia. 

Tn July, 1993 the Alaska Miners Association sponsored a tour of mines in the 
Magadan Region of the Russian Far East. I had hod the sense that there was an AIBBka 
advantage for several yeani and our tour confirmed l. !IS in many ways. I now estimate 
that this ia worth at leaat five and possibly a ten percent advantage over having a 
contact office in another location. 

PROXIMITY 
The obvious first reason is the close proximity of 

Alaska to Russia. This is important for travel and for 
communications. For instance., Magadan is four time 
zones west of AJM;:a. Thia is the eame time difference 
between Alaska and the east coast o( the U.S. We in 
Alaska have a four hour business day overlap with the 
east cos.at and the same wi~h the RuesiM Far East. The 
further east one moves from Alaeka, the more "difficu It it 
will be to keep good contact with a project, partner or 
customer in Russia. 

Air travel for personnel is another area where Alaska 
has a diatinct advantage. Magadan ia about !our flying 
hours from Anchorage and there are TIOW regularly 
scheduled flight.a between Anchorage and Magadan, 
Khabarovsk and Vladivoetok on both Aluka Airlines 
(currently during aummeronly)-.nd on Aeroflot. The time 
108t b-aveling back and forth is eilftlificantly increased 
when one adds the varioua connections required when 
coming from Canada or.the lower 48. And although a four 
hour jet lau ie still a bother, it ia far better t~an a siJt or 
eight hour jet lag. Additionally, there are direct tlighta on 
Aeroflot between Anchorage and Mosoow. 

There arc also significant argument.a that favor 
Alaska when shipping parts, supplies and products to or 
from the Ru:a~ i an Far East or Sib<eria. Which would you 
prefer: 1) shipping your parta or producta through New 
York, where there are 10,000 cuatoma employeee in a 
no-man's zone covering an area of several square miles, 
into Moscow where there are 15,000 customs employees 
and a similar area, or, 2) shipping directly from 
Anchorage where there are 6 cuatoms agent.a, whom you 
get to know by name after a {ew shipment.a, and into 
Magadan, Kh &barovsk or Vladivoetok where your 
partner similarly knows the 8 local agent.a by name? 

Keeping tabe on the whereabout.8 of your shipment 
will be much easier from Alaska. The problems arc just 
an extension of the problems involved in shipping to the 
bush and Alaskans understand that process. Also, 
woul~'tY,OU prefer to b·ack your shipment throught the 
U.S. or Canada for most o( it.I journey and then in Russia 
for the least possible time? At the very worst you could 
visit the airport every day until you see that your pallet of 
parta is gone and call or telex your Russian partner to tell 
him it is on the way. Try that in New York, Seattle, 
Vancouver or Moscow. 

It sliouJd also be noted that Alaska·based Northern 
Air Ce.rgo bu establiahed cargo shipment routes between 
Anchorqe. and 8everal Ru.uum Cities. 

SIMILAR CONDITIONS 
On a purely technical level there a.rt! many reasona 

Alas~a's Arctic-experienced miners, geologieta, civil 
engineers, architecta, etc., have an adv ant.age over their 
counterpart.a from other areai of the country. When you 
mention discontinuoos permafroet to an engineer i.n the 
lower-48 you may get a blank stare. For Alaskans such a 
phrase raises a series of red flags and brings to mind 
many additional considerations. The same can be said 
for design and operation in an area where the average 
tempernture in January may be minus 32 degrees F. 
People who have not experienced this do not understa.nd 
the implications! 

For the miner, geologist and prospector, the mineral 
terranea olthe Russian Far East in particular are similar 
to and an exension of those found in Alaska, the Yukon 
and British Columbia. The same kinda of rocks appear 
and one would expect to search for the same ore deposit 
models. Geologieta acquainted with the rocks and 
associations in Alaaka will be the obvious choice for work 



in Ruaeia and conversely. Here again Alaska bush 
lofiatics, challengee and local hazard.I (griz..zly bear) 
experience will be invaluable. 

BENEFITS 
FOR ALASKA MINERALS INDUSTRY 

The benefita for the AIMka minerals industry are 
many. The transfer of experience and expertise will assist 
both Ru88ian and Alaskan projects. Minerals companies 
with a Russia contact office in Alaska will likely take 
interest in Alaska prospects that may come along. The 
knowledge they gain working on Ruesian ore deposit.II 
and geologic models will be readily transferable to Alaska 
and will increase their eff ediveness in explorini for 
depoeit.s in Alaska. 

The mining industry in Alaska will also benefit if 
equipmentsupplien locate their RUBSia contact offices in 
Alaaka. If the suppliers are strong and have larger 
volumes of sales they will be able to buy in larger volumes 
and maintain larger stocks of spare parta. The increaaed 
stock levels will mean improved po.rt.a availability for 
miners in AJaska. 

Companies interested in placer mining or in selling 
supplies to this part of the industry will find Alaska and 
eastern Russia to be two pagea of the same book. 
Experience gained in either area will be of major value 
when doing business in the other. 

FAMILY CONSIDERATIONS 
Do not forget spouses and families. Living in Russia 

will be a strain on even the strongest eJtpatriate family. It 
may however be feasible for some families to live in 
Alaska rather than move to a remote site in RuMia. Or 
bow nice for expatriates living in Russia to beableto giab 
a flight to Alaska and enjoy some "America" while the 
manager, engineer, geologist. etc., visits the home office 
on business. I lived in South America for two years and 
my wife and I understand this aspect of foreign 888ign· 
ruenta - and culture shllCk- very clearly. 

Jun living in the north is another aspect of culture 
shock that should be recognized. Alaaka experience for 
employees and families should reduce this hazzard. 
There is often severe culture shock when lower 48 
resident.a mo.veto Alaska. It will be much easier and less 
traumatic if employees and their families are already 
accustomed to the high latitude and temperatures of 
Alaska. Moving a family to Russia, just as to any new 
culture, will become a major challenge for families and 
marriages. Alaska experience whould help ease that 
transition. 

CULTURAL TIES 
An additional reason for locating the U.S. contact 

office for Russia in Alaska is that the Russians pTefer to 
do business with Alaskans. They dislike the influence of 
Moscow just u much as we Alaskans dislike many of the 
influences of Washington. Thie helps explain why the 
Russians have a special kinship with Alukans. 

Another leaa poeitive but none-the-less important 
conaideration ii that the RU.Niana seem to prefer to nol do 
bu1ineaa with compani• from the orient. ie, Japan, 
!{ores, China and Taiwan. Ruaaia hu had a long hietory 
of armed conflict with Oriental countries and the issuea 
are still not totally resolved. 1'hey may like the producta 
but it appears they prefer to deal with Alaskane, even 
when buying products manufactured in the Orient. 

One must also recall that Alaska was once part of 
Russia and the first gold mining in the state waa by the 
Russians in 1848 at the now famous Russian River 
salmon fishing stream on the Kenai Peninsula. The 
Alaska Commercial Company operating in Alaska today 
is a descendent of a RuBSian company and advertises as 
operating"Since 1867," the year Secretary Seward bought 
Alaaka from Rueaia. 

It is also of note tllat during the 70 year communist 
period few books written in Englieh were allowed to be 
translated and widely distributed in Russia. One 
exception was the writing of Jack London. As a result 
there are all manner oflakea, i'oads, mountains, etc., in 
Russia named after London. One A!ukan mining 
executive working in Russia commented that so many 
people talked to him about the Jack London stories he 
had to buy a copy of London's complete works and re-read 
the stories so he could beUer relate to the RuBBians. 

BUSINESS SQPPORT STRUCTURE 
There is already a significant amount ol activity 

between AJas\an and Ruaaian companiee. Al. of the end 
of 1993 there were poaaibly 200 Alask8Jl companies of all 
types doing busineu with Ruuian companies. A few of 
these are mining ventures but most involve some form of 
im por.t-exportaaltW. Aleo, various agenciea have protocols 
with their Rulllaian counterparla to encourage coopera t:ioo 
between Alaskan and Ruuian entitiea. 

The University of AJaaka ~ugh ita Office of Rus· 
sian Affairs (907) 786·7718 is very active in facilitatU1g 
contacts for business, research, education and cultural 
exchanges. Also, the American Russian Center (907) 786· 
4300 of the University baa branches in Ru.eaia and 
AJaska to provide training, abort.term technical assist· 
ance &nd act aa a small buaineu information system. 
Each major campus of the Univeraity (Fairbanks, 
Anchorage & Juneau) offers counee in Russian Ian· 
guage, culture, history, etc. The State of Alaska's Office 
of International Trade(OIT) (907) 561 ·5585 provides 8UJ>' 

port for Alaskan businessee wanting to export to Russia. 
OIT arrangee trade mieaiona-both to and from Russia­
gathers market intelligence and contacts with the assist· 
ance of honorary representativea located in Sakhalin and 
Primorskii Kra.i. And the U.S. Department of Commerce 
has offices in .Anchorage and several cities in eaatel'T!. 
Ruesia .• 

(Suue &rell ia the Executi~ Directarof the Ata.ka MiMfl 
Anociatwn. A regi.a~urJ profeuwMl efl6inttr in Alului, 
Cowrado and North Daltota, he ha•· wor~d in coal and 
meta la mining I or mere than 19 y~ars thro1111hout the United 
States and in Canada and South America). 

ALASKA MINERS ASSOCIATION, INC., 501 W. Northern Lights Blvd .. Suite 203, Anchorqe, Alaaka 99.503 
Phone· 19071 276-03.ti FAX· 1907\ 27/t-7997 
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Federal Lands 
National Park Service 

U.S. Fish & Wildlife 

U.S. Forest Service 

Bureau of Land Mgmt. 

Department of Defense 

Subtotal 

State Lands 
State Parks 

Administrative 
Mineral Closures 

Other State Lands 

Not Selected/TA'd 

Subtotal 

Private Lands 
Native Corporations 
Other Private 

Subtotal 

Total 

LAND STATUS IN ALASKA 
(Millions of Acres) 

Total 

54.7 

77.1 

22.8 

57.9 

2.5 

3.2 

5.3 

77.9 

18.0 

104 .4(1) 

45.6 
0 . 5 

46.1 

365 . 5 

Total 
"W ilderness" 

32.8 

18.5 

5.7 

2 .4(2) 
23.0(3) 

82.4 

82 . 4 

Tota l 
Closed to 

Mining 

54.7 

77.l 

5.7 

2.4 
23.0 
2.5 

165.4(5) 

3.2 

5.3 

0 

0 

8.5 

0 
0.5 

0 . 5 

174 . 4 

3/20/91 

Total 
Open to 

Mining 

0 

0 

17.1 

32 . 5 
0 
0 

49.6 

0 

0 

77.9 

18.0 

95.9 

4 5 -,6 ( 4) 
0 

191. l 

(1) Final acres that will result after all State and Native Land Transfers. 

(2) Wild and Scenic River Corridors total approximately 2.4 million acres 
and these are managed the same as Wilderness designated lands . 

(3) National Petroleum Reserve Alaska is effectively managed as Wilderness . 

(4) Open ~ o ~ining if leased from Native Coporations. 

(5) AS A COMPARISON : Texas has 168 million acres. OR This 165.4 rnillic~ 
acres, is equal to the TOTAL combined acreage of New York, New Jerse~ . 
Pennsylvania, West Virginia, Ohio, Indiana, and Illinois!!! 

* see Map on back for actual con1parison of area by States! ! ! 
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Issues of Concern 
to the 

Alaska Mining Industry 

Fall 1994 

It is the position of the Alaska Miners Association that: 

1. The State continue w pursue the $29 billion Jaw· 
suit against the federal government for actions that 
have limited the economic viability of federal lands 
in Alaska. 

2. The Governor establish a maximum spending 
limit on the state operating and capital budgets 
(including all supplementals) and use his line item 
veto to ensure that this limit is not exceeded. 

3. The Governor oppose all new federal with· 
drawals and fight vigorously against addition of 
buffers or further restrictions to multiple use of fed· 
eral land.sin Alaska. ANILCA (Alaska National 
Interest Lands Conservation Act of 1980) provides 
that "no more" federal land,will be withdrawn for 
parks. preserves, monuments, wilderness designa· 
tions, wild & scenic river designations, etc. 

4. The Governor oppose establishment of intema· 
tional heritage parks, marine biosphere reserves, 
and/ or world heritage sites covering any part of the 
Seward Peninsula, East.em Russia, and the Bering 
Sea, or ANWR. o!" any other area of Alaska. Interns· 
tional designations would· I) surrender sovereignty 
to the United Nations, 2) forever eliminate access 
across the existing federal conservation system 
units, and 3) preclude the possibility of pipelines 
through those lands or waters. 

5. The Governor and the Legislature follow a policy 
whereby no additions would be made to state parks, 
refuges, critical habit&t areas, or other special res­
tricted use areas unless an equal acre ... ge is released 
from such designations. 

6. The Governor begin to develop new roads in the 
state, even without federal assistance. 

7. The Copper River Highway to Cordova be com· 
pleted. 

8. The Governor continue to aggressively pursue 
the rights of the State of Alaska regarding RS-2477 
rights-of-way, both administratively and in the 
courts and that the Legislature prov1de funding to 
ensure this is done. 

9. The State establish incentives so Alaska projects 
can effectively compete for investment dollars in the 
international minerals industry. A significant 

amount of exploration investment has now left the 
U.S. due to the fact that many nations have estab­
lished incentives to encourage new exploration and 
investment. 

10. Maintain support for an ongoing program of 
State investment in airborne geophysical mapping. 
Indications are that the State's 1993 investment of 
$500,000 for airborne geophysical mapping has 
already resulted in increa(led exploration activity 
that would not have otherwise occurred. 

11. The Governor, in conjunction with the Congrea· 
sional Delegation and the Western Governors Asso­
ciation, continue opposition to changes in the Fed­
eral Mining Law that would adversely affect mineral 
development in Ala.ika. 

12. The State incorporate cost-benefit analysis 
whenever new regulations are developed and when 
existing regulations are modified. 

13. The State incorporate risk-level assessments 
when establishing and modifying state water quality 
standards in place of rigid numeric standards. 

14. The State adopt legislation that will provide 
comprehensive liability (tort) reform. 

15. The State adopt legislation to allow for minoi 
discharges of solid or liquid waste. As now written, 
state statute is so broad that a permit is required for 
any discharge of solid or liquid waste "into the 
waters or onto the la.od," irrespective of the amount. 
If applied literally this would include· bilge water, 
water from home crawl spaces, washing down of a 
sidwalk or home driveway, water well drilling, 
exploration drilling, gardening, excavation aseo· 
dated with construction project8, etc. 

For further information on the above issues 
or for information r.egarding exploration and mining 
in Alaska please contact: 

Steven C. BoreU, P.E. 
Executive Director 
Alaska Miners Association, Inc. 
501 W. Northern Lights Blvd., #203 
Anchorage, Alaska 99503 
(907) 276-0347 Fax: (907) 278-7997 



ALASKA NATIVE CORPORATIONS· A SUMMARY DESCRIPTION 

Over 44 Million Acres of Private Fee Simple Land 

In 1971 the U.S. Congresa passed an act known a.e the Alaska Native Claims Settlement Act CANCSA). This act 
established 12 Regional N ativeCorporations in Ala.eka and authorized them to aelect lands that would become their fee 
simple property. AN CSA also established about 200 Village Corporations and authorized them to select the surface of 
lands around their village8 that had been obtained by the Regional Corporations. 

Alaska Regional and Village Corporations are a unique form of private corporation. These are not tribes or reservations 
and the Bureau oflndian Affairs has no jurisdiction or authority over them. Their lanrls are owned fee simple and can 
be mined or developed under agreements just u any other private lands in thia country. 

Additionally, the N a.t ive Corporations want development on their landJJ and they encourage minerals exploration. 
These lands were of\en selected becau.ae of their high mineral potential and because there has been relatively little 
exploration or development in Alaska, the opportunities are tremendous. 

The N ativeCorporations want to develop their lands and they want jobs for their shareholders. Life in Alaska villages 
hu been characterized by seasonal jobs, high unemployment and welfare. The Native Corporations are working to 
change this and the very best chance for doing so is minerals development. 

The following is a brief description of the 12 Alaska Regional N ~tive Corporations: 

AH1'NA INC. Ahtna has 1.8 million acres in ea.et central Alaska near the 
Canadian border. The land is in the Copper River Basin, home of the original 
Kennecott copper deposit. There has been little exploration in the area, but there are 
indication. of gold, copper, platinum, tungsten, and coal. 

For additional information, contact: Sue Sherman, Resource Development 
Officer, Ahtna Minerals, P .O. Box 649, Glennallen, AK99588; Phone: (907)822·3476, 
FAX: (907) 822-3495. 

ALEUT CORPORATION. Aleut Corp. has 1.2 million acres on the Aleutian 
Island chaio, from Pt. Moller on the peninsula to Umnak Island. The islands are of a 
volcanic nature, so there iaconsiderable geothermal energy available in addition to 

indicatiooa of copper, gold, oil, and gaa depoaite. Battle Mountain Gold previously 
explo~ for 1old in thia area. 

For more information, contact: Mr. Bob Stantoo, Director of Landa and Real 
Estate, Aleut Corp .• 4000 Old Seward Highway, Suite 300, Anchorage, AK 99503: 
Phone (907) 561·'4300. 

ARCTIC SLOPE REGIONAL CORPORATION. ASRC has 5.5 million 
acrett in the Northern part of Alaska, some of which ii near the Red Dog mine, a 
world cla.98 zinc deposit. In addition to oil and gas potential ASRC has a major coal 
deposit and is currently working to market it. 

For more infonnation, cont.act: Teresa Imm, &?source Development Manager. 
Arctic Slope &?gional Corporation, 301 Arctic Slope Avenue, Anchorage, AK 99518; 
Phone (907) 267~72, FAX: (907) 349-5476. 

BERING STRAITS NATIVE CORPORATION. The Bering Straits Native 
Corp. has 2.2 million acres ofland on the Seward Peninsula, one of the best known 
gold mining district.& in the world. In addition to gold deposits, this area has been 
one of the best tin prospeda in North America. 

Exploration hu identified several gold prospects that the corporation is work· 
ing to market. A couple of prospects are Bluff and Mt. Distin. The formations have 
been compared to the Carlin District of Nevada. 

For more information, contact: Jack Carpenter, Preaident, Bering Stl'aits 
Native Corp., P .O. Box 10008, Nome, AK 99762; Phone (907) 443~5252. 
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BRISTOL BAY NATIVE CORPORAITON. BBNC has 3 million acres in 
Southwest Alaska around Briatol Bay. There are indication• of gold and copper in 
the area. 

For more information, contact: Jack Moott:, Engineering Geologist/Land 
Planner, Bristol Bay Native Corporation, 800 Cordova, Anchorage, AK 99501 ; 
Phone: (907) 278-3602, FAX: (907) 276-3924. 

CALISTA CORPORATION. Calista is entitled to 7 million acres in the 
southwest part of Alaska, including the Yukon Delta. Thia area contains many 
historical mining districts like lditarod. There has been limited exploration since 
the turn of the century and modern exploration metho<ls may reveal much. There are 
indications of gold, platinum, and mercury on Calista lands. 

For more information , contact: Rob Retherford, Senior Exploration Geologist, 
Calista Corporation, 601 W. 5th Avenue, Suit.e 200, Anchorage, AK 99501·2225; 
Phone: (907) 279·5516, FAX: (907) 272·5060. 

CHUGACH ALASKA INC. Chugach is the second amallest nativ~ corpora· 
tion. Their land is located about Prince Williams Sound. TheChugach was a premier 
mining district in Alaska that pro<luced copper, gold and 11ilver. Jt'11 also the site of 
the first Alaskan oil well. There are indications of manganese and chromium in 
addition to anthricite, covper, •wld and silver. All the land is close to wat.er and 
accessible. 

For more information , contact: Mark Stahl, Manager Lands & Resources, 
Chugach Alaska Corporation, 56f1E.34th Avenue, Suite 200, Anchorage, AK 99503· 
4 I 96: Phone: (907) 563-8866, FAX: (907) 563-8402. 

COOK INLET REGIONAL CORPORATION. CIRI's mining subsidiary, 
Northern Pacific Mining Corporation, is interested in join ventures. CIRI has exten· 
sive holdinss throughout Alaska including several projects once held by Anaconda. 
CIRI also owns Anaconda's Alaskan exploration files and will share this informs· 
lion with companies that make businesa arrangementa with them. 

For more information, rontact: Mr. Tom Crafford, Mana11e.r of Exploration, 
CIRI, 121 W. Fireweed Land, Suite 102, Anchorage, AK 99503; Phone(9()7) 276·6762. 

DOYON LIMITED. Doyon ha.a 12.5 million acres in central Alaska between 
the Brooks Range and the Alaska Range. Many of these holdings are in historical 
mining districts. Doyon has exploration agnements with various mining com pan· 
iee. 

For more information, contact: Mr Harold Noyes, Manager of Resource Dtvel· 
opment, Doyon Ltd., 201 lst Ave., Fairbanks, AK 99701; Phone (907) 452-4577. 

KONIAG INC. Koruag ha.a holdinga on the Alaska Penin11ula, Kodiak Island, 
and Afognak l11Jand. 

For more information, contact: Mr. John Merrick, Manager of Land and 
Ret1ources, Koniag, Inc., 4300 B St., Suite 407, Anchorage, AK 99503; Phone (907) 
561·2668. 

NANA REGIONAL CORPORATION. NANA has 2.3 million acres in 
Northwest Al88ka. NA.NA owns the Red Dog Mine which is operated by Cominco 
Aluka. 

NANA lands contair. gold, coal, base metals, and jade. NANA Regional Corp. , 
has the majority of undeveloped Alaska jade resources. 

For more information, contact: Mr. John Renae, VP of Resources, NANA 
Regional Corp., 1001 E. Benson Ave., Anchorage, AK 99508; Phone (907) 265· 4145. 

SEALASKA CORP. Sealaska has 600,000 acres in Southeast Alaska along 
the panhandle. This area is mineral rich and accessible. Sealaaka lands contain 
precious metals, strategic mineral11, and limestone. 

For more information contact: Mr. Robert Loescher, Sealuka Corp., 1 Sealaska 
Plaza, Suite 400, Juneau, Al< 99801; Phone (907) 586·1512. 

This information provided llB a service by the 
Aluka Minen AHociation 501 W. Northern Lights Blvd., Suite 203, Anchorage, Alaska 

Phone (907) 276·0347 FAX (907) 278·7997 
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A little.seed com 
can go a long way 

It 's polltlc:ally !asblonable sometimes 
to snort at public: investment ln ec:onomlc 
de~elopmene , c:alllci it subsidy. But U 
we re serious about dlversifyln1 our econ· 
omy and crutl.a1 Jobs, every development 
Idea should be taken seriously 

A little sttd com sprinkled 'a round izi 
stralesic tocatlons·can sometimes yield a 
pretty good harvest . 

Ta.Ice, tor example, a m'>dest Sl .2 mU· 
lion state investment Lo a pilot prqiram 
to do re1jonal aerial masnetlc a.od '"'·l ty 
surveys l.O selected parts of AJuka with 
17lil?eraJ potential. approved by the st.ate 
lef!Slatun In 1992 and 1993. Just a few 
wttks after Its c:ompletloo, this is 1 

BRADNER: A little seed goes a long way 

demonstrated, thou&h admittedly modest , 
suc:eess. 

Aerial malJletlc and 1ravlty surveys 
ut to mlnera.ls 1eolo1lsts what those 
popular, lar1e-scale topo1rapblc: surface 
maps sold by the U.S Geolo1lcal Survey 
are to the rest of us. We see &ood places to 
hllte. fish or boi l. Geolo1!Jts .stt 1ood 
plac:u to look tor underrround ore In the 
patterns ot m.acnetlc: ind 1ravlty fields 
shown on those m1ps. 

ln the m1nera.Js business, this ls pretty 
basic stut!. Re1iooal 1ravlty and mainetk 
mappln1 is done all over the world, Just 
as :.urlac:e maps a~ done, most often by 
1ovemmeots that use the .data to brine 
more minerals exploration Into their 
c:ountries. 

It's lroolc, but many Third World c:oun· 
tries are far better mapped with these 
IWld ot surveys than Alaska. Even very 
poor Africa.a nations like Chad, Ni1cr and 
Burklna Fuo an well c:ove~ by aacnet· 
le: 1nd a.nvtty surveys, tbanlu to U.N. 
I.Id. There's been very little work done ln 
Aluka, wbere the st~te owus 103 million 
acnos with much richer mineral potential 
than many c:ouotrles. 

Tbe rut~ Dlv!Jion of ~locial and 
~pbysic:al Survey bas just completed Its 
survey of about 1,800 square miles in 
locations near Nome, lnterior a.nd south­
west Aluk1. 

M1ps for the Fairba.n.lu aru wen 
released lhrff wttla 110, spa.rkina a 
surae of oew uploratlon after several 
" tar1m" wen idenutled that 1eol0Jists 
thouJbt c:ould be ore deposits similar to 
the oew Fort Koox 1old ml1le beln1 
developed near Falrba.olts. 

ID just 1 few weelu, the mappln1 
pro1ram around Fairbanlu bu stimulated 
mln.J..o1 companies to spend u much, or 
more, I.ban the SU1Ve11 cost to do. 

kind of " lnfrastn.u:ture" (lo this c:ase It' s 
mappln1, lnstHd ot road or bnd1ul to be 
done by 11::.e 1overoment ls that the 
ln!onnatlon then can be made aval:able to 
tbe public. 

The policy obJec:tlve ls to set u many 
people as possible lookln1 at the data, 
beocause lnterJ)retatlons will vary. One 
c:ompany's 1eololbts will Stt bints of a 
Fort Koox mine; others will see nothln1. 
The more people look 1t It, tbe more 
Interest , a.nd competition, Is stimulated, 
lncreasln& the chann-s tb1t a discovery 
wUJ be m1de, I.lid maybe, eventually, a 
mine. 

Those N1Uve C:OrJ>Qrltloos were similar· 
ly motlv1ted: They c:ontrlbuled to the 
stale survey lr.nowln1 the information 
would b«ome public. It wu 1ood busi · 
ness , they leJt, lo show of! tbe potential 
ot their owu land u well as the state·s. 

The stakes an pmty bl1 ln all this. 
Larae mines c:an be bl1 employers, and 
bl1 tupayus tor loc:1 l c:ommunltles. 

All ot Alask1's lar1er mines under 
development in n!C'enl years, the Red Dog 
near Kotzebue (one ot the world '~ lariest 
lead iliJc milles), Fort K.oo.r. oear Fair· 
banks and Greens Crttlt near Juneau, 
hive ore bodies that ' " ~ vuy near, or 
even 1t the surf1c-e. ThiJ made t"e.m 
easier to find. 

Ceololisl$ now thin.It there may be 
other Red Oo1·type base meW, deposits 
ill the western Broolu R.tn1e. and other 
lar1e. Fort Koox·type 4old ore deposits 
oear FaJrbanlu, but buned under enough 
soil so that they are bard to detect. 
Gl"llvtty and m.a111et1c: surve11 helµ 1eolo­
lirts find these b.ldde.n om. 

With 1,800 of A.Luka's estimated 80,000 
square mlles ol land with mineral poten­
tll.I surveyed, we've hardly scratc:hed the 
surfac-e. 
. Tbe A.Luka Ml.oerals Commusion, a.a 

advisory IJ"Oup to state 1overnment, bas 
recommended that lhJs m.appln1 pro1nm 
be c:ootlnued and even upanded. 

ThiJ limited investment bas a.I.ready 
prodUCl!d muJts. It'' been shown to be 
pretty 1ood seed c:orn. 

Why don' t mini.DI c:ompa.nies them· 
selvtt do thl.J? Sometimes they do, for 
Ule.lr own proprietary use. Many Aluka 
N1tlve C:OrJ>Ort lloa.s, which own la.rs• 
land areu and an worlr..ln1 with mJ.aen.J 
c:ompanles, hive dooe these for their own 
lands. Buit:a St ralts Native CorJ>. 1.11d 0 Tim .,__ writae fOf en MMQ __,ilc: 
C&l.lsu Corp .• two Native C:OrJ>Qrttloau ~ .-vtce. kM pri¥91e eliMlt9 lnctuck 
with substantial ailiieral larids, al.so c:on· petrolauwl comf*-. Hie op9llofl coMnrl ap-
trlbuted to the sta te's survey. ~ ~ IOlll9I Sundmy. 
f One reason wby lt '11ood.,;iollcy for th.ls i..-------- ---..i....---
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State-Industry partnership: Alaskn governor Tony Knowles 
talked of 11 new era of cooperation In his Stale of the Stole 
address last month. 

Governor calls for 
a new 'partnership' 
/\NCI IOR/\GE- Alask;1's 
Gov. 'limy Knowles cnllcd f11r 
a new era of " partnership' ' 
with the oil and gas industry i11 
his lirsl SlaleofthcStnlc mes· 
sage, delivered l:isl month lo 
l he newly-convened 1111 h 
Alaska legislature. 

"Alaska still has plenty of 
oil and gas ldl lo he devcl· 
oped, hut the sl:lle 11111s1 have 
:1 positive business cnvirun­
mcnl," Knowles ~:ii1I. "We 
need lnws :111d rq:.11la1ions 
lhal provide inrcnlivcs :111<1 
lhal :ucdcar. prcdit:lahlc and 
consislcnl. 

"I n 1urn, the oil industry 
111usl con1111i1 lo hire 
Alask:111s. USl' /\hiskan hu~i· 
nc~scs. prulecl the environ­
llll'lll anti share lhc profits 
wilh Alaskans." 

The governor calletl for a 
lax 111111 regul;1lorycnnferc11re 
1111 how /\laskn rnn hesl 
pnsil ion ii self for r111mc 
devel11p111e111. I le urged the 
lcgM:i1t11e lo work wilh him in 
a m·w oil anti gas pnlky ro1111· 
ci l. 

N111 ini: Alaska's incrcasl•d 
do111 in a lkpuhlican · 
cn111 rolled C:nn~ress, I he gnv­
cnmr pl;in11cd lo meet with 
lhe slate's e111in· delegalit111 

By Tim Bradner 

in late Jnnuary to plot Mralegy 
on Alaskan issues. 

''I .ikc never hcfnre, we arc 
p11~ilio111:d In exert innuence 
wllh hoth the Democratic 
:ulminislralion and lkpub· 
lk;111 Congress, ancl we arc 
dt•le1111i11ed lo present n 
hiparl isnn. consensus v11ice 
fm /\lask11 in I he nation's cap­
ilal," h!!said. 

Knnwles predicted pru­
µress 1111 removing I he 11il 
rxpnrt ban and other Alask:111 
i~sues in Congress, such as 
opening or the /\retie 
Nati111rnl Wildlife lkfugc to 
exploration anti rentrthnri7.a· 
1i111111f tire Magnuson /\cl, the 
fo1lcral law Clllll rolling fish­
eries off Alaska's cnasls. 

"The (Clinton) ndminislrn· 
tion now agrees tli:it lifting 
ll•l' h:111 is in the 1111ti111111I 
inlercst," he noted. "For the 
lit!'l lime since ii wns impnse<I 
1111 us more lhan 20 years ;1gn. 
a national ad111inistrat i11n i ,~ 
:1i:1 ivcly supporting n diangc 
inlhclmv." 

In his .Ian. I CJ hutlgel rnes­
saµe 111 lht• lcµislntu1c. lhc 
govcr nor said he wouhl devcl-

op a long-range linaneial plan 
for the state lhnt would 
address the growing fiscal 
"gnp," the deficit hctwcen the 
stnlc's annual spending and 
its recurring income. 

"The state hns heen living 
orr ils cash reserves for ~cvcr­
al years now, hut even with 
recent lax sclllcmcnls with 
OP :incl other oil companies, 
those reserves CHC sufficient 
for almul four yen rs,'' he said. 

"For heller than n dcc;ide, 
Alaskan,~ have enjoyed li\lllle· 
thing .~hared hy few others: a 
heallhy mix of services and 
henerils provitlctl largely hy 
one source, our oil wealth. 
With that wc:ilth, Alask:ins 
have <lone something no olh· 
er nil slate has hecn nhlc 
111 do. We've crcatetl ;iml 
prnteclctl n $1.5 hillion 
Permanent Fund." 

But the liscal gnp 11ow po~· 
cs ~er!ow; dnnger~ . "As we 
enjoy our oil wen Ith, we must 
remember lhal our vision of a 
new parlncrship with indus­
try, compelilivenci;s in the 
gloh:il economy, snfc i;trcets 
and gontl schools, will remain 
only dreams unless we tlcvel· 
11p :i susl:iinahlc, long·lerrn 
hudget pl 01 11," he s;iitl. 

Alaska's delegation moves on issues 
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Gold mining companies race to stake new prospects near Fairbanks 
By Diana Campbell 

For the journal of Commerce 

F AIRBANK..I) - Three major mineral 
mining companies have staked claims 
to 60 acres of land that hold promJse of 

gold just northeast uf here. 
Cyprus Amax Mlncr.ds Co. of F.nglewood, 

Colo., la Teko Resources of Salt Lake Ory, 
Newmont Gold of Denver and Placer Dome 
Inc. of San Francisco made the move ln antJcl­
paUon of a Feb. 7 release of new maps from 
the Ala.ska Division oi Geological and Geo­
physical Surveys. 

"They physlally pounded posts Into the 
ground," said Dick Swainbank, development 
specialist to mining and m.inenh In the state 
Department of Commerce and Economic 
Development's dMslon of economic develop­
ment. 

The new maps have electromagnetJc and 
aeromagnetic reldings that lndJate the loca­
tions of prospedlYe mlnel'll lodes, he saJd. 

The companies have 90 days from the stak­
lng toflle thelrcblms wilh thestate Recorder's 
Office, Swalnbank saJd 

The companies will begin exploration as 
soon ~ the snow ls off the ground, he saJd. 

''This tw been more 2ciivity In mining than 
I haYe ever seen In the 25 )atS I have been 
here," Swalnbank saJd. "I'm overjoyed with 
the actlvlty •II 

Cyprus Amax ls the Colorado-bwd parent 
company of Fairbanks Gold Mlnlng Inc., op­
era&or of Fort Knox gold mine, which ls set to 
begin construd1on this spring on the 250-
employee opel'21ion expected to produce 
350,000 ounces of gold a )"al°· 

La Teko Resources and Newmont are devel­
oping Ry.u1 Lode aogether, which has 822,000 
ounces of gold In conlalned mlneable re-

serves, Jts officials say. The company..., doing 
environmental baseline wort< at Ry.ln Lode. 

La Teko also ls the operator of True North, 
a mine near Pedro Dome nonh of FaJrbanks 
where It conccnlr31ed most oflts exploratlon 
efforts last year. 

Rich Hughes, general manager of Ryan 
Lode Mines Inc., saJd that work led to definl­
don or 446.ooo ounces or gold restrw.s in two 
discreet ore bodJes that will be connected. 
.. We're projecting oYer a million ounces of 
mlneable gold at True North," he said. 

The new maps indicate a rock 1ype that 
hasn't been considered for gold unUI recent 
ye-an, Swa.lnbank said. 

He said the magnetic readlnp have signa­
tures that can be compared with known gold 
Delds. The maps can be viewed on paper wllh 
overlays or on a computer. 

At a G~r Fairbanks Chamber of Com­
merce luncheon March 7, Karen W~bum, a 

t'alrbanb Rcaltor, said there may not he 
enough area housing av-Ail:.ible to accommo­
date the inOux of people created by Increased 
area mining activity. Tiw falrbanb housing 
market is expected to he tight this summer, 
she said, as the Fort Knox mine construction 
gets underway. 

Morrison Knudson, gcnelill contractor for 
the Fort Knox mine project, has been looking 
forS0-60 rental units lo u:;cfor 13-20months, 
she said . 

'
1Gold mining is herl' to stay," Washburn 

added. 
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EAU CHAMBER OF COMMERCE 

March 6, 1995 

To: Represei..Jtive Richard Foster 

From: Chuck Achberger. Director 
Juneau Chamber of Commerce 

Dear Rep. Foster: 

The Juneau Chamber of Commerce would like to go on the record in favor of HB 197. 

To much of the state government is directed at regulating, often with great zeal, our 
resource industries. It is a pleasure to see a measure before the House that would offer an 
incentive to those involved in the mineral exploration business. 

While a lot of"speeches" have been made about partnering with our industries, this is a 
positive step in that direction. If the State of Alaska is to become financially stable, the 
state must work with all it's industries, as true partners. 

HB 197 offers some of the incentives necessary to make AJaska competitive with rttineral 
exploration in the international marketplace. 

Chuck Achberger 
Director 

124 West 5th Street • Juneau, Alasr.a • 99801 Phone: (907) 586-6420 • Fax: (907) 463-5670 

....... ... ..... .. .. . .. .. . ... ·-.. .. 



ALASKA MINERS ASSOCIATION, INC. 
501 W. Nor1twm Llght1 9hd .. Suite 203. Al'ICtlora~. Atuka m03 FAX. (907) 278-79'37 Telephone. (907) l7&-0l'4T 

Karch 6, 1995 

Honora.bl• Richard Foatet 
Alaeka State L99i•lat~r• 
state C•pitol (MS 3100) 
Juneau, AX 99801-1182 

Dear Repreeentative Fo1ter, 
RE; HB-197, E~ploration Incentive• 

Th• Ala•ka Miner• Auociat!on whhett to 90 on record ln eupport of Houae Bill 197 
which provide• financial incentive& tor c0111paniea and individual& to explore for 
and dev•lop ml118ral depoait• in the atate. This is an important blll that will 
encouraq• both the einall proiopector a• well u large international mining 
campan1•• to inv••t here ln ~laeka. 

Th• general vlew in the international G\ining industry has been t)lat Alavka ia a 
difficult and unfriendly place to do bu&ine&&. KB-197 will •upport the on-going 
effort to chan9e thi• perception. 

one iNportant aapect of the bill ie that a company can aaslgn their exploration 
credit to another COlllp&rw that ie a auece&&or i.n interest for the ei.te. Thi5 can 
become very illlport&nt when developing !inancin9. A company that may otherwi•e 
not inveet can be encouraged if they know they e~n a16i9n the expenditures. For 
•X&'l1pl.•e it they are not able to continue in the! project due to other unrelated 
tinaneial reaeona , and they can aeuign th•ir credits to the next company to buy 
into thr project, they can r {!cover eome of their expenditure&. 

In addition to beinq ~n ~ncouragement to inveit, HB-197 al;o in1ure• that the 
State and the re1t of the industry will have acce&e to the datu 9er1erated . Thi:i 
bill require• that the company withing to receive the incentive credit d.ocUin-:.;nt 
the expemUture11 .:. t ha5 made, and provide the C·.4\.il ~:i. ·.w ~;!.;.;, :..! :.:.::~~;~:~:. : 
~::::;:~,· :!.:;:!. Survf1'('1 ~1ith drill core, drill cuttings, aa.mple &naly•i• 1 etc. Th1e 
can b• a tremendo:1 11 heip tor the other comp•niea ae th•y aearch for mineral& and 
without thi• pcovision in the bill the data would rem4in proprie:ary ancl ~~~ld 
not be available to the indu1try aa a whole. 

~:~ · ~ ~ ".' :: .: ::: ~:: ~ ~ ~ :: :~rort.:int time for eneoura9in9 minerah investment• in Alaaka. 
rhe •xodu• of explgr&tion tunde away f rocn f~deral land• throughout th• weatern 
u.s . 161 continuin9. Thia i• due primarily to t .he J.n\:rwa1ii.n9ty opprea;;tve 
re91.1latory cli.rnat• in the U.S. and to the uncertaint~ over chang•• to the federal 
mining l•w. Ala•k& cannot. correct dl of the!!e problems, but Ah•ka can acici cili~ 
iocentive to encourage investment . 

~!-!O"! ···~!.!. ~"!'!?-:! t;~9 megsa9e that Alaslca l5 seeking to improve it9 inveetment 
:: U..:::&~c ~:~~ that Alaska wants to encounqe mineral developaient. The bottOfll line 
for the State i• thet a.ore exploration will occur and more mineral depoaits wLli 
1 l.ke1.y oe ahcovered which can provide joba, faoi.li.ties that 1ncroaa• th• local 
tax ba••, •nd ultitnately c:omp1my profita th•t cal\ then be taxed by the State. 

If we can be of anr further help, please contact me. 

~~ 
Steven c. Borell, P.E. 
Executive Director 

cc; Representative Ve2ay 



March 7, 1995 

Honorable Richard Foster 
Alaska State legislature 
State Capitol (MS 3100) 
Juneau, Alaska 99801-1182 

Dear Representative Foster: 

COOK INLET REGION, INC. 

I am writing on behalf of Cook Inlet Region Inc. (CIRI) to express support for House Bill . 
197 which would provide financial incentives for mineral and coal exploration activities. 
If passed, this bill would send a strong positive message to mineral companies 
contemplating work in Alaska. 

Over the last 5 years or so we have seen a major exodus of mining companies from the 
lower 48. This has been a consequence of the regulatory burden assessed against the 
domestic mining industry as well as the •mature" nature or the industry in those areas 
(the easy discoveries have been made and developed). Most or these companies have 
headed overseas, primarily to Central and South America, only to find that the cultural, 
linguistic and political differences present an equally formidable set of challenges. 

Some of those companies are now looking back at North America and this is a 
particularly opportune time to send out the message that Alaska is 11open for business." 
HB-197 does a good job of this by providing reasonable economic incentives. 
Additionally, it provides a means for genlng valuable exploration data into the hands of 
the public, while still protecting the confidential nature of the data for three years. 

As you know, mining has the potential for providing good-paying, year-round, skilled jobs 
at a wide variety of localities throughout the state. I applaud your efforts in sponsoring 
HB-197 to better help Alaska realize that potential. 

Please note that I have also included a letter of support for HB-197 from Dennis Lance, 
Exploration Vice President for USMX, Inc. o( Denver, CO, 

Si1:· •.. rely, 

?2~~-~ 
Thomas C. Crafford 
Manag•!r, Minerals and Coal 

a: Representative Vezcy 
c. Marrs 
G. Booth 

CIRI 8Ult01NC 2525 °c·· 5TREtrP. 0 eox 9)330 ~l'ICHORAGE. ,.\U\SKA 99509.)JJO 
(')07121~./lG.111 rtv.. l'IU71 ~lq-Mlli 
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March 7, 1995 

Honorable Richan! Foster 
Alaska State Legislature 
State Capitol (MS3100) 
Junenu. Ak 99801-1182 

Dear Repre,;entative Foster, 
HE: J JH- J 97 Exploration J nccntivcs 

1 woultJ like to ·express my support for House BiJJ l 97 which would provide fin:mciul 
incentives for companies anti individuals tu encoura~e minernl exploration and tlevelopment 
in the state. Mining is one of the prim:.uy reasons Alaska was origin.illy settled and it could 
once again become a primary economic base for Alask:ms. l lB-197 will support the on· 
going effort to change the perception that Alaska is a difficult aJl<1 unfricncJJy place ro do 
business. 

1 have been an exploration gr '' 'ogisl in AJaska for over 20 years with several medium to 
large US and internatilmal m .... ng compunies such us Sun~hine Mining, Anaconda. Ilattlt! 
Mountain Gold and American Copper and Nkkc! Co. Corporate decisions on where they 
explore for mi1\crals arc made hy careful consideration of a number of factors on.ly one uf 
which is the mineral votentinl. l know Alaska has tn:nienclous mineral potential; however, 
for many reasons such as: restrictive land da."sifications, poor investment climate, unfriendly 
and over rc:mictivc state and federal bureaucracies, lack of infrastructure, unu more costly 
remote exploration, Ab1ska remains um.ler-explorct.I. 

There is currently a mass exodtJs of North American mining companies to Latin J\meric~t 
and other third world countries that arc aggressively soliciting development of their minerals 
with through a number of incentives. l3attlc Mountain Oold closed their Alaska office in 
1992 (Placer Dome in llJIJ3) 10 emphasize Latin American explorarion. The 1ime is ripe for 
J\la5ka h) attracl some or t1tat investment through billl' such a~ HR-197 and other lc;:gish1ti(m 
to streamline the regulatory process. 

This is a very important bill 1tmt will send a message to the international ntirung community 
1hn1 Ala$ka wants to encourage re:;ponsible mineral production :ts opposed to the prcv:1Jcnr 
anti-mining sc:=ntimcnt encountered in the ''lower 48". 

I am currently with Americ-ctn Copper and Nickel Co. which is the American subsidiary of 
INCO, one of the largcM mining companies in the world. We currently have " large 
exploration program in Alaska but arc facing increasing compcti1ion for budget dollars from 
our other intcrnaticuwl exploration divbions. Passage c1f legislation such :ts Mli-197 would 
help ensure that we will mtlintain an aggressive cxplomtion effort in /\laska. 

~il}C~~(~ 
Wi~m T . .EllJs 1\laska Mineral Evaluation Service b1gle River, Alao;ka 99577 
cc: Rcprcsentaative Al Yc7.cy 

" · 
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USMX 

March 2, 1995 

Via FAX: 907-279-8836 

Mr. Tom Crafford 
Vice President 
North Pacific Mining Corp. 
2525 "C" Street, Suite 500 
P.O. Box 93330 
Anchorage, AK 99509-3330 

RE: Proposed E;icpJoration Incentive Bill 

Dear Tom: 

I read the proposed Alaska legislation that you seut to Paul Valenti with interest. I think 
this would set off a rush to Alaska and· may ke<:p at least some exploration dollars from 
going off shore. I know I would look more !eriously at some opportunities up there 
especially on State and native lands. I hope it has ~ chance. 

DLL655/caw 

Sincerely, 

USMX, lNC. 

D- / ;z:::.. 
Dennis L. Lance 
Vice President Exploration 

USMX,l.t(C. 
141 Union OouJ(vord, Suite 100 • bkcwood, CO 30228 

(303)?35-166$ • fAX (303) 980-1363 
N.\SOAO Sl"'tlol • l.&IX 
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1001 E. BENSON BOULEVARD. ANCHORAGE. ALASKA 99508 
reLEPHONE (907) 265·4100 

March 7, 1995 

Honorable Richard Foster 
Alaska State LegJsJature 
State Capitol 
Juneau, AK 99801-1182 

Dear Representative Foster: 

This letter is to support your efforts for the su.ccessf ul passage of HB-
197 providing financial Incentives for companies and individuals to 
explore and develop mineral deposits within the state. This is a very 
welcome "change in attitude'' which can reflecc favorably on the 
business climate within the state. 

Our state has acquired over the years the dubious distinction of 
being very difficult to deal with in developing resources or 
businesses. Certainly some of the problems have to do with projects 
such as the AJ which get hamstrung by the non-regulation agendas 
of Federal agencies, our own attitudes within the state have often 
been more adversarial than cooperative in development projects. 

We again applaud your efforts to encourage companies to do 
business within the state. Incentives such as this can help encourage 
responsible growth In the industrial communtty. 

cc: Representattve Al Vezey 

~' ,, 

~--6)~ 
Anita WtllJams 
Senior Geologist 

- -·- - --- - -- - - ·-
~ .. Drand fax transmiUa! memo 7'i7l • .. ,..... • } 

I {.V,f. 1Q6t 
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PlACER DOME U.S. INC. 

The Honorable Richard Foster 
Alaska State Legislature 
State Capitol (MS 3100) 
Juneau, AK 99801-1182 

Dear Representative Foster: 

CNE c.;. FORM~ SiREET, SvlE :500 
5AN ;:~.:.:·,,c;sc.: . C.~UFCRNIA 9-!. ; : -54i2 

March 14, 1995 

I want to thank you for introducing and actively supporting legislation to provide for 
exploration incentive credits for mineral deposits in Alaska (HB 197). This legislation not only 
encourages mineral exploration in the State it also represents sound tax policy. Only a small 
percentage of exploration projects ever become mines. As you know, we are engaged in a high risk, 
high cost business. Therefore, most expenditures made for exploration will never be eligible for a 
credit. However, it is responsible policy to provide an incentive to those exploration efforts that do 
succeed and will be contributing to the economy and state coffers through mineral production. 

There is worldwide competition for limited exploration dollars. With the passage ofHB 197, 
Alaska improves its relative competitive position. 

jg 

c: J. Danni - PDUS 
T. Jensen - PDUS 
S. Borell - Alaska Miners Assoc. 

Richard G. ncan 
Vice President Exploration 



March 8, 1995 

DAVIDE. ROGERS, ESQUIRE 
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House ResourceG Committee 
Capitol Building 
Juneau, Alaska 99811 

Dear Committee Members: 

This letter is submitted on behalf of the Council of 
Alaska Producers (Producers Council) i n support of HB 197. 
The Producers Council is a non-prof it Alaska corporation 
whose members include: Alaska Gold Company; Cominco Alaska 
Incorporated; Cominco Alaska Exploration; Echo Bay Alaska, 
I nc.; Fairbanks Gold Mining, Inc.; CIR! Energy and Minerals; 
Greens Creek Mining Company; American Copper and Nickel 
company, Inc . ; Cambior Alaska; and the Alaska Miners 
Association, an ex-officio non-voting member. 

HB 197 follows the lead already taken by the Knowles 
Administration and last year's legislature in other arenas 
to encourage the development of our natural resources and 
s timulate responsible economic growth in the Great Land. Tim 
Bradner in last Sunday's Daily News couldn't have said it 
better: 

"It' s poiitically fashionable sometimes to snort at 
public investment in economic development, calling i t 
a subsidy. But if we're serious about diversifying 
our economy and creating jobs, every development idea 
should be taken seriously. A little seed corn sprinkled 
around in strategic locations can sometimes yield a 
pretty good harvest." 

Mr. Chairman, think of HB 197 as seed corn. It is not 
intended as a reward or windfall for those currently doing 
business in Alaska. The primary purpose of this bill is ~o 
send a positive message to industry and encourage companies 
to do somethi ng they weren't going to do already by creating 
attractive economic incentives to explore for and develop 
coal and mineral depos~ts in Alaska. 

This proposal, a version of which died in the House 
limbo f ile in the final minutes of last session, was 



. . 

recommended in concept by the Alaska Min~rals Commission in 
their January 1995 Report. According to the Commission: 

"The Alaska minerals industry competes in a global 
market for mineral and exploration and development 
dollars. Although Alaska is blessed with an abund~nce 
of g~ologically favorable terrain, it has suffered 
because of its remoteness , the lack of transportation, 
infrastructure, and seasona l constraints . Equal l y 
important is the industry's perception that State 
and Federal agencies are not supportive of mineral 
development in Alaska . 

Throughout the world there are countries actively 
seeking exploration and development investment by 
providing economic incentives for resource industries. 
Incentive programs have been successful in Chile and 
Mexico where privatization and tax incentives have 
revitalized their mining industries. Appropriate 
incentives could be especially effective in drawing 
industry attention to Alaska . This is because many 
companies currently view the lower 48 to be 
unattractive from the regulatory perspective and 
are looking elsewhere for new exploration 
opportunities. 

The Governor and the Legislature should create 
economic incentives (including credits for exploration 
expenditures that can be deducted from claim rents, 
the mining license tax, production royalties 
and income taxes) that will provide financial 
encouragement and help offset some of the real 
and perceived problems facing exploration and 
development in Alaska." 

Passage of this bill should yield two very significant 
net benefits to Alaska. First, if this strategy is 
successful there will be a near term infusion into local 
economies . Second, new exploration activities that may be 
stimulated by this incentive may ultimately lead to new 
producing mines. This means new good job~ ior Alaskans and 
new tax .. and royalties the state would not otherwise 
receive~. It is important to keep these benefits firmly in 
mind wtieri yo11 evalu!1te this legislation and similar economic 
diversification ef~orts. 

HB 197 is our highest priority this session. It will 
not solve all the world's problems but it is one of several 
things the state can and should be doing to encourage 
responsible mineral development. Will it work? We think so. 
According to one of our members, who just returned from a 
meeting in Denver, things like incentives and mapping 
programs in conjunction with the geology get the attention 



of upper level management when they plan their worldwide 
exploration strategies. 

The Producers Council would like to thank bill sponsor 
Rep. Foster and co-sponsor Rep. Vezey for introducing HB 197 
and the House Resources Committee for giving it an early 
hearing. We urge passage of this important "seed corn" 
legislation . 
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Alaska State Legislamre 

HOUSE OF REPRESENTATIVES 
Committee on Resources 

Letter of fncenc co accompanv CSHB l 97fRes) 

State Capitol 
Juneau, Alaska 

99801 

It is the intent of the House Resources Committee that in 
implementing HB197, the Division of .Ylining and Water make every 
effort to minimize 1nd limit regulations. The committee views this 
legislation as a positive signal to investors who may be considering 
investment in Alaska. Promulgation of a complex set of regulations 
would send a negative message to invescors who view complexity 
and uncertainty as undesireable . 

. zc;;__? 
.. Yoe-e.ireen, Co-Chair 

/ House Resources Committee 
,,.-"' 

- Adopted by the House: 3 / 29 / 95 

Bill Williams. Co-Chair 
Houst! Resources Committee 



FISCAL NOTE 
STATE OF ALASKA BILL NO. SCSCSHB197 (RES) 

1995 LEGISLATrYE SESSION 
Revision Date: ___ .;;;;.28.;;..·_A.:;;..pr;_-9.;;..5~--------- Dept Affected: Natural Resources 

Title: An Act providing for explora!ion incentive credits BAU: Resource Development 

_lo_r_a_ct_iv_it1_· e_s _ln_v_ol_vl_ng..._lo_c_at_a_bl_e _a_nd_ le_a_sa_b_le_m_ in_er_a_ls_a_n_d_c_oa_I._ .. __ Component: Mining Development 

Sponsor: Representatlve(s) Foster, Vezey 

ReGuestor. -----------------Component Serial No. 442 

Exoenditures/Aevenues (fhousands of Dollars) 
OP:RATING EXPENDITURES t-Y96 t-Y97 t-Y98 FY99 I-YOO t-Y01 
PE::iSONAL SERVICt:::> 54.0 54.0 54.01 54.0 54.0 54.0 
TRAVEL 5.0 5.0 5.0 5.0 5,0 5.0 
CONTRACTUAL 2.0 2.0 2.0 2.0 2.0 2.0 
SUPPLIES 1.0 1.0 , .0 , .0 1.0 1.0 
ECUIPMENT 
LAND & STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS 
TC I AL OPERATING 62.0 62.0 62.0 62.0 62.0 62.0 

!CA,::;ITAL EXPENDITURES 0.01 0.01 O. Qj 0.01 0.01 0.01 

!Ch;.NGE IN REVENUES (1004) 0.01 0.01 0.01 0.01 0.01 0.01 

FUND SOURCE (Thousands ot Dollars\ 
1002 reoerat Receipts 
1003 GF Match 
1004 GF 62.0 62.0 62.0 62.0 62.0 62.0 
1 COS GF/Program Receipts 
1006 GF/MHTIA 
Other 
TOIAL 62.0 62.0 62.0 62.0 62.0 62.0 

Estimate of any current year (FY95) cost:$ 

POSITIONS 
IFLLL·llME 1 l , l 1 l 
PART-TIME 0 0 0 0 0 0 
TEMPORARY 0 0 0 0 0 0 

ANALYSIS: (Altlch a separate page if nGCassary) 

See attached. 

Prepared by: Jules Tileston, Director Phone : 762-2165 
Division: Minin and Water Date : 

--"---,...-=-----:---....----~---

Approved by Comm-is_.s::...io~~:=...~;..::r~:.:::~..::· =i·-0:::--..:.;...:::;..:;.;..-=...__,.;·/~i(JJ-(.:--'d......:..:;"/..:..~·....;.;:=...).:.....-._:_•/,'/'....;..~---7.""'~""'~-"1i::'.:;...;~ ~:;;..,.c.._~ __ Date: 

Agency: N~dral Resources // / z i/ 

28-Aor-95 

...... / 
=> - / - ~s 

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
(CSHB197A.XLS Rav 4/2MlSJ For further distribution Information call the Governor's Legislative Olfico Page 1 ol 2 
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Analysis: 

FISCAL NOTE ATIACIDVIBNT 
SCS CSH.B197(RES) 

The amended bill resolves the major concerns of the department as expressed in our 3/20/95 fiscal 
note. In particular, the issue associated with providing a deduction against rental income was solved 
by deleting rentals as an eligible expense for application oi' the exploration incentive credit program. 
Further, the clarification added to the amended bill that e1:isting mining operations, especially coal 
mjning, would not become eligible for any exploration inc"~n<:ive credits when the mining operatio11 
simply moved only a short distance while continuing to w:;e most of the previously existing mine 
infrastructure. Other technical amendments incorporat.~d in SCSCSHB l 97(RES) as amended 
resolved tracking and certification of credits in a manner tr.r.t provides a high degree of certainty that 
the holder of those credits can be used when the designated exploration activities lead to the 
development of a new mine or the reopenir.g of a mine. Another technical amendment. made it clear 
that all the exploration credits could be summed and applieci to a single re·1enue source to 
substantially remove that income to the State. 

These amendments were developed in close coordination with the bill sponsors, industry and the 
departments of natural resources and revenue. Because of these clarifications, the impact to State 
revenue from sources administered by the rlepartment have been revised downward. Specifically, the 
adverse impact of an estimated loss of coaJ revenues totalling S'l .9 million from coal rents and royalty 
during FY01 have been eliminated by the clarifications noted above and the deletion of rental 
revenues being eligible for exploration incentive deductions. The estimated Joss of $367,400 in FYO l 
would be significantly reduced by eliminating rental revenues as an eligible source for deduction. The 
loss to the State as a result of deductions against royalty income from a new or reopened mine can 
not be reasonably quantified with available information. We believe, however, that it would be a very 
small amount since royalty deductions could only be made for a new or reopened mine that is almost 
completely through the final permitting and would meet the requirements for defined exploration 
costs after May 15, 1995. Accordingly, we are now estimating that there would be no significant loss 
of royalty income until sometime after FYO 1. 

The department feels strongly that coal should not be included in the exploration incentives program 
because royalty for the coal industry are not now great and there are provisions for further royalty 
reduction when a coal mining operation is not profitable. However, our original objection to 
including coal in the program was the potential loss of a significant part of the coal royalties now 
corning to the State from the Usibelli Coal Mine. The amended bill resolved this issue. 

In summary, the department supports the concept to encourage new mineral exploration that will lead 
to the opening of new mines or to the reopening of mines. The amendments incorporated in 
SCSCSHB 197(RES) address and largely resolve the issues of concern to the department. 
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-----------------Component: Income and Excise Audit 
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SCS CSHB 197 (RES) 
9-LS0642\0 
April 28, 1995 
Page 3 of 3 

ALASKA DEPARTMENT OF REVENUE 

Section 3. This section would amend corporation income tax statutes (AS 43.20) to authorize 
taxpayers to apply the credit against taxes payable and require them to submit an accounting 
of mining operation activities with their return. 

Section 4. This section would amend mining license tax statutes ( AS 43.65) to authorize 
taxpayers to apply the credit against taxes payable and require them to submit an accounting 
of mining operation activities with their return. 

Section 5. This section provides for a retroactive date to January 1, 1995 and specifies that 
the bill would apply to activities that qualify for the credit undertaken after May 15, 1995. 

Section 6. This section specifies that the bill take effect immediately under AS 01.10.070(c). 

To prevent future controversy it may be necessary to provide definitions as to what constitutes 
a "mining operation·. 

Operating Costs 

DOA does not anticipate any additional operating costs to administer the exploration incentive 
credit program authorized under this bill. The Department would modify corporation and 
mining license tax return forms to provide for exploration incentive credits and develop a 
schedule for applicants to report mining license tax liabilities for each mining operation. 

While the Department does not anticipate the need for additional audit staff, the scope of 
corporation income and mining license tax audits will likely have to be expanded to include 
review of exploration incentive credits which may result in a decrease in overall audit 
coverage to other tax types. 

State Revenue Impacts 

Overview - It is difficult for Department of Revenue to determine the impacts of this bill on 
revenue since corporation income and mining license taxes are both based on net income 
from business or rr ining operations. It is difficult to predict whether individual mining sites will 
incur net income arter production begins and since credits are limited to the level of future 
taxable income no reasonable estimate can be made. 

t=or fiscal year 1994, the state collected $162,000 in mining license taxes and no estimate can 
be made for the portion of corporation net income tax collected which would be impacted by 
the proposed tax credits. 

Overall, exploration incentive credits would be limited to qualified exploration costs. 
According to DNR exploration expenditures during calendar year 1994 were approximately 
$30 million. For 1994, credits would have been limited to $30 million under this bill and 
unused portions would be available for a 15-year credit carryforward, assuming corporations 
had sufficient net income to qualify for the credit. 
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SCS CSHB 197 (AES) 
9-LS0642\D 
April 28, 1995 
Page 2 of 3 

Bill Analysis 

ALASKA DEPARTMENT OF REVENUE 

Section 1. This section adds a new chapter (Chapter 30) to AS 27 relating to exploration 
incenti\/e credits. 

AS 27.30.010. This section authorizes the commissioner of Department of Natural Resources 
(DNA) to grant exploration incentive credits for eligible costs for mining exploration activities in 
the state. The credits would apply to activities associated with mineral and coal deposits. 
Eligible costs would include costs incurred before the mine construction commencement date 
for new mines and before the mine reopening date for mines that previously operated but 
ceased operations. 

AS 27.30.020. To obtain the credit, the applicant must obtain approval of eligible expenditures 
from DNA on an annual basis. Applicants would submit to DNA a request to take credits and 
the commissioner of DNA would approve the taking of the credit within six months of the 
request's receipt date. 

AS 27.30.030. The exploration incentive credit could be applied against corporation and mining 
license taxes and royalty payments. For taxes, the credit would be limited to 50% of the tax 
liability from the mining operation witn further limitation of 50% of the tax liability reported on 
the respective return. Taxpayers would be required to submit an accounting for each mining 
operation in the state with their mining license tax fonn. For royalty payments, the credit 
would be limited to 50% of the royalty payable for production from the mining operation. 

AS 27.30.040. This section would authorize credits to be carried forward to a subsequent tax 
year or royalty period. 

AS 27.30.050. This section would require that credits be applied within 15 years after the taking 
of the credit is approved. 

AS 27.30.060. This section would authorize credits to be assigned to the applicant's successor 
in interest for the mining operation if the successor is a qualified applicant. 

AS 27.30.070. This section would authorize the commissioner of DNA to require persons taking 
the credit to provide an accounting of past use of credits and other information regarding the 
credit. 

AS 27.30.080. This section wouid require that amounts due the pennanent fund be calculated 
before application of a credit. 

AS 27.30.090. This section would require that the commissioner of DNA keep exploration 
activity data confidential for 36 months after receipt by the department. 

AS 27.30.099. This section defines terms used in this chapter. 

Section 2. This section amends royalty statutes (AS 38.05.212) so that the credit applies to 
production royalty payments. 
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SENA TE FINANCE 
COMMITTEE I 
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AMENDMENT #1 

Page 6, line 20 : After "credit" c..dd "for ::t m1n1ng operation 
may not exceed $20,000 , 000 and" ; continue with rest of 
sentence. 
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SENATE CS FOR CS FOR HOUSE UILL NO. 197(1-'£57-

fN THE LEGISLATURE OF THE STATE OF ALASKA 

NINETEENTH LEGlSLATURE - FIRST SESSION 

nv THE SENATE RESOURCES COMM!rl'l::E 

Offered: 4/27/95 
ncfcrrctl: Finance 

SJ>onsor(s): REPnESENTATIVES FOSTER, Vczcy, Kelly Mulder, Toohey, Urice, Phillips, Mackie, 
James, Williams A BJLL 

FOR AN ACT ENTITLED 

• 1 ''An Act providing for exploration incentive credits for activities involving locatable 

2 a nd lcasahlc mineral and coal dc1>0sits on certain land in . the state; and 

3 providing l'or an effective dale." 

4 llE IT ENACTED BY THE LEGISLATURE OF TllE STATE OF ALASKA: 

5 * Section I. AS 27 is amended by adding a new chapter to read: 

6 CHAPTER 30. EXPLORATION INCENTIVE CREDITS. 

7 Sec. 27.30.010. EXPLORATION INCENTIVE CREDITS AUTHORIZED. 

8 (a) The comm issioner shall grant to a person described in (d) of this section an 

9 exploration incentive credit for the eligible costs of each of the following exploration 

10 <1ctivi!ics that arc performed on or for the benefit of land in the slate for the purpose of 

11 determining the existence, location, extent, or quality of a locatable or Jeasable mineral 

12 or coal deposit, regardless of whether the land is state-owned land: 

13 ( l) surveying by geophysica t or geochemical methods; 

14 (2) drilling exploration holes; 

15 (3) conducting undcrgrnund exploration; 

llll0197A -1- SCS CSHB 197(RES) 
Nelv Text Unde rl inecl {DELETED TEXT DRACKE7'ED] 



1 (.1) surface trenching and bulk sampling; or 

2 (5) performing other exploratory work, including aerial photographs, 

3 geological and geophysical logging, sample analysis, and metallurgical testing. 

4 (b) Except as provided in (c) of this section, an exploration incentive credit may 

5 not be granted under (a) of this section for exploration activity described in that 

6 subsection thal occurs after the mine construction commencement date of a new mine. 

7 In this subsection, ''mine construction commencement date of a new mi!le11 means the 

8 date no l.ater than which all of the following have occurred: 

9 (1) there has been issued to the owner or an agent of the owner permits, 

10 leases, and title and other rights in Jand, and other approvals, permits, licenses, and 

11 certificates, by federal, state, and local agencies that a reasonable and prudent person 

12 would consider adequate to commence construction of a mine in the expectation that all 

13 other approvals, permits, licenses, and certificates necessary for the completion of the 

14 facilit ies will be obtained; 

15 (2) all approvals, permits, licenses, and certificates arc in full force and 

16 effect, unrevoked and without any modification that might jeopardize the completion or 

continued construction of the mine; and 17 

18 

19 

(3) an order, judgment, decree, determination, or award of a court or 

administrative or regulatory agency enjoining, either temporarily or permanently, the 

20 construction or the continuation of construc.:tio11 of the mine is not in cafcct. 

21 (c) In addition lo the grant of an exploration incentive credit for a new mine 

22 under (b) of this section, an exploration incentive credit may be grnnted under (a) of this 

23 section for exploration activity described in that subsection for a mine that had 

24 previously operated, has ceased to operate, and for which all previous mining approvals, 

25 permits, licenses, and certi ficates that allowed lhc previous operation are no longer in 

26 effect. Howc!vcr, under this subsection, an exploration incentive credit may not be 

27 granted under (a) of this section for exploration activity lhat occurs after the mine 

28 reopening date. In th is subsection, "mine reopening dale" means the date not later than 

29 which all or the following have occurred: 

30 (I) there has been issued to the owner or an agent of the owner permits, 

31 leases, and title and other rights in land, and other approvals, permits, licenses, and 

32 certificates, by federal, state, and local agencies that a reasonable and prudent person 

scs csnn J97(RES) -2- HB0197A 
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would consider adequate to commence operation of the former mine in the eKpectation 

that all other approvals, permits, licenses, and certificates necessary for the completion 

of th~ facilities will be obtained; 

(2) all approvals, permits, licenses, and certificates for the reopened mine 

are m full force and effect, unrevoked, and without any modification that might 

jeopardize the reopening of the former mine; and 

(3) an order, judgment, decree, determination, or award of a court or 

administrative or regulatory agency enjoining, either temporarily or permanently, the 

reopening of the former mine is not in effect. 

(d) An exploration incentive credit may be gran ted under this chapter only lo 

(I) a natu ral person who is at least 18 years of age; 

(2) a partnership qualified lo do business in the state; 

(3) a corporation qualified to du business in the state; 

(4) a limited liabil ity company qua lified to do business in the state; 

(5) a legal guardian or trustee of a qualified natural person described in 

(I) of this subsection; or 

(6) any association of persons listed in ( I) - (5) of this subsection. 

Sec. 27.30.020. PROCEDURE FOR REQUESTING ANO TAKING THE 

CREDIT. To obtain the credit authorized by this chapter, 

ltn0197J\ 

(1) a person shull submit a request for the credit as follows: 

(A) the person shall submit a request and a statement of 

expenditures for the previous calendar year not later than 60 days after the close 

of that calendar year; 

(B) the request must 

(i) describe the work accomplished during the prcviou~ 

year, the number of employees, and the names ;rnd number of 

consultants; and 

(ii) provide a detailed list or ledger of expenditures of the 

acc..:omplishmcnts described in (i) or this subparagrnph and a list or 

exploration activity dnta that in the future will be made available to the 

commissioner under (2)(A) of this section; 

(C) the person submirting the request is not required to transmit 

-3- SCS CSllU 197(RES) 
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copie:; of receipts with the request, but the statement of expenditures is subject 

to audit in the discretion of the commissioner; 

(D) if the commissioner determines to audit the statement of 

expenditures, the commissioner may require the person submitting the request to 

justify claims of expenditures with receipts and other reliable information; 

(E) the commissioner shall respond to the request by 

Septe.mber 30 by certifying or not certifying the person's expenditures; if the 

commissioner 

(i) docs not certify expenditures, the commissioner shalJ 

state the reasons for clcnia.J of certification and give the person making the 

request an opportunity to correct any problems or lo provide additional 

infonnation; 

(ii) certifies expenditures, the commissioner shall specify 

14 the explornlion activity data requirements for that year that must be 

15 presented to the department at the time of the taking of the credit; 

16 (F) if the commissioner neither certifies nor denies ccnification 

17 of expenditures by September 301 the expenditures are certified as submitted; 

18 (2) the person whose expenditures have been certified under (1) of this 

19 subsection may thereafter request the taking of the credit for the certified expenditures 

20 as follows: 

21 (A) the person shall deliver to the commissioner the exploration 

22 activity data identified by the commissioner under (l)(E)(ii) of this section, and 

23 shall request the commissioner's approval of the taking of the credit; 

24 (B) the commissioner shall approve or disapprove the taking of 

25 the credit within six months after receipt of the request for taking of the credit; 

26 if the 

27 (i) exploration activity data complies with the 

28 requirements identified by the commissioner under (I )(E)(ii) of this· 

29 section, the commissioner shall approve the laking of the credit; 

30 (ii) request is disapproved, the commissioner shall state 

31 the reasons for disapproval and offer the person seeking to take the credit 

32 an opportunity to correct any problems or to provide additional 
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1 exploration activity datn or other information; 

2 (C) if the commissioner neither approves nor disapproves the 

3 request to take the credit within six months after submission of the request, the 

4 takiag of the credit is approved. 

5 Sec. 27.30.030. APPLICATION OF THE CREDIT. (a) Jn a tax year or royally 

6 payment period, subject to (c) of this section and the respective limitations of this 

7 subsect10n, the person may apply the credit, the taking of which was approved under 

8 AS 27.30.020(2), against 

9 ( 1) taxes payable by the person 

10 (A) under AS 43.65: application of the credit under this 

11 subparagraph may not exceed the lesser of 

12 (i) 50 percent of the person's tax liability under AS 43.65 

13 for the tax year Lhc::l is related to :iroduction from the mining operation at 

14 which the exploration activities occurred, as shown under (b) of this 

15 section; or 

16 (i i) 50 prr~ent of the person's total tax liability under 

17 AS 43.65 for the tax year; 

18 (B) under AS 43.20; appl ication of the credit under this 

19 subparagraph may not exceed the lesser of 

20 (i) an amount equal to the amount determined under 

2·1 (A)(i) of this paragraph; or 

22 (ii) 50 percent of the person's total tax liability under 

23 AS 43.20 for the tax year; and 

24 (2) mineral production royalty payments payable by the person under 

25 AS 38.05.J35 - 38.05. 175 and 38.05.212 for protluction from the mining operation at 

26 which the exploration activities occurred; npplicntion of the credit under this paragraph 

27 may not exceed 50 percenl of the person's mineral production royally payment liability 

28 from the mining operation at which the exp:oration activit ies occurred. 

29 (b) rr the persou applies the credit against the person's tax liability under 

30 (a)( 1 )(A)(i) or (a)(l)(B)(i) of this section, the commissioner of revenue shall disa llow 

31 upplication of the credit under that prO\ ision unless the person files with the person's tax 

32 return an accounting or the person's min ing operation activit ies for each mining operation 
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1 that is included in the tax return and as to which the credit is being applied. The 

2 accounting of mining operation activities required by this subsection shall be made 

3 (1) on n form prescribed by the Department of Revenue; on the form, the 

4 person shall 

5 (A) identify the mining operations for which the credit iJ> claimed; 

6 and 

7 (B) set out the gross income attributable to the mining operations 

8 and other information about the mining operations that the Department of 

9 Revenue may require; 

10 (2) without regard to an exemption to which the person may be entitl ed 

11 under AS A.3.65.0lO(a). 

12 (c) The person may not apply the credit under this section if the application, 

13 when added to credits previously applied under this section, would exceed the total 

14 amount of the credits approved under AS 27.30.020(2). 

15 Sec. 27.30.040. CREDIT MAY BE CARRIED FORWARD. Except as its 

16 application is limi ted by AS 27.30.030 and 27.30.050, a portion of a credit that is not 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

applied under AS 27.30.030 during a tax year or royalty payment period may be carried 

forward to and applied during a subsequent tax year or royally payment period. 

Sec. 27.30.050. LIMIT ON APPLICATION OF CREDIT. Ar exploration 
~r d-. n>in~.;,4 cµ~.,t.,~ ~4!/ ~.,t. et,?e..~~tl ./.ld1 '7f/l',~ ""d' 

incentive crcd9\must be applie{.I within 15 tax years or royalty payment periods after the .J 

taking of the credit is approved under AS 27.30.020(2)1 but the tax years or royally 

payment periods in which the credit is applied need not be 

(1) the tax year or royalty payment period in which the person first incurs 

liability for payment of tax or royalty based on the person's activity that is the basis of 

the claim of the exploration incentive credit; or 

(2) consecutive periods. 

Sec. 27.30.060. ASSIGNMENT OF CREDIT. A person may assign an 

28 exploration incentive credit to the person's successor in interest for the mining operation 

29 at which the exploration activities occur, but only if the successor in interest is a person 

30 qualified LO obtain the credit under AS 27.30.0lO(d). An exploration incentive credit 

31 may not be assigned except as permitted in this section. 

32 Sec. 27.30.070. RESPONSIBlLITY FOR RECORD OF USE OF CREDIT. For 
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1 

2 

3 

each mining operation, the commissioner may require each person who proposes to take 

the credit under AS 27.30.020(2) to provide with the request to take the credit a record 

of 

4 (1) the person's past use of credits taken under AS 2'7.30.020(2) and 

5 27 .30.030; and 

6 (2) other information that the commissioner requires to determine if 

7 approval of the taking of the credit by the person would exceed the limits on use of the 

8 credit under this chapter. 

9 Sec. 27.30.080. RELATIONSHIP TO OTHER FUNDS. Amounts due the 

10 permanent fund under AS 37.13.010 shall be calculated before the application of a credit 

11 extended under this chapter. 

12 Sec. 27.30.090. CONFIDENTIALITY OF DATA. (a) The commissioner shall 

13 keep the expJoration activity data provided under AS 27.30.020 confidential for 36 

14 months after 1eceipt by the department. 

15 (b) The department is liable in damages to a person who provided the 

16 exploration activity data under AS 27.30.020 if the data is disclosed in violation of (a) 

17 of th is section. 

18 Sec. 27.30.099. DEFINITIONS. In this chapter, 

19 (1) "credit" means the exploration incentive credit for activities involving 

20 locatable and leasable mineral and coal deposits authorized by this chapter; 

21 (2) "eligible costs" mean the costs incurred for activities in direct support 

22 of exploration activity conducted at the mining operation of the exploration activity for 

23 the purpose of determining the existence, location, extent, or quality of a mineral or coal 

24 de pm· t; the term 

25 (A) includes 

26 (i) the costs of obtaining the approvals, permits, licenses, 

27 and certificates for an exploration activity set out in AS 27.30.0lO(a)(l) -

28 (5); 

29 (ii) direct labor costs and the cost of benefits for 

30 employees directly asscv·iatecl with work described in AS 27.30.0lO(a)(l) 

31 - (5); 

32 (iii) the cost of' renting or leasing equipment from parties 
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2 · 

3 

4 

5 

not affiliated with the person requesting and taking the credit; 

(iv) the reasonable costs of owning, maintaining, and 

operating equipment; 

(v) insurance and bond premiums associated with the 

activities set out in (i) - (iv) of this subparagraph; 

6 (vi) payments to consultants and independent contractors; 

7 and 

8 (vii) the general expense of operating the person's 

9 business, including the costs of materials and supplies·, if those expenses 

10 and costs are directly attributable Lo the work described in 

11 AS 27.30.010(a)(1) - (5); 

12 (B) does not include return on investment, insurance or bond 

13 premiums not covered under (A)(v) of this paragraph, or any other expense that 

14 the person has not incurred to complete work described in AS 27.30.0lO(a)(l) -

15 (5); 

16 (3) "exploration activity data" includes, as applicable, 

17 (A) a representative skeleton core for each hole cored or a 

18 representative set of cuttings for each hole rotary drilled; 

19 (B) chemical anaJytical data and nonintcrpretive geophysical data; 

20 (C) aerial photographs or a topographic or geologic map showing 

21 the location of the drill holes, sample locations, or the other exploration activities 

22 undertaken; 

23 (4) "geochemical methods" means soil, rock, water, air, vegetation, and 

24 similar samples collected and their chemical analyses; 

25 (5) "geophysical methods" means all geophysical data gathering methods 

26 used in mineral or coal exploration, including seismic, gravity, magnetic, radiometric, 

27 radar, and electromagnetic and other remote sensing measurements; 

28 (6) "mining operation" includes all operating and nonoperating activities 

29 related to a mi11eral deposit interest, and may be comprised of one or more mining 

30 properties; in determining whether mining properties arc part of the same mining 

31 operation, the commissioner may consider whether the operation, in conducting mining 

32 activities on several mining properties, uses common personnel, supply, and maintenance 
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1 " facilities, mining-related treatment processes, storage facil ities, roads, pipelines and 

2 ' 

3 

4 

5 

6 

7 

8 

9 

transportat ion equipment, and mining techniques and technology, and may also consider 

.• ~ extent to which the minera l deposit interest comprises a common mining property; 

(7) 11person" means only those persons listed in AS 27.30.0lO(d). 

* Sec. 2. AS 38.05.212(b) is amended to read: 

(b) The production royalty 

AS 27.30. 

ill is three percent of net income as determined under AS 43.65; and 

(2) is subject to the exploration bccntivc credit authorized by 

10 * Sec. 3. AS 43.20 is amended by adding a new section to read: 

11 Sec. 43.20.044. EXPLORATION INCENTIVE CREDIT. (a) A taxpayer may 

12 apply as a credit against the tax levied under this chapter the exploration incentive credit 

13 authorized by AS 27.30. 

14 (b) Jn a tax year in which a taxpayer applies against the ta.x levied under this 

15 chapter the exploration incentive credit authorized by AS 27.30, the commissioner shall 

16 require the taxpayer to submit the accounting of mining operation activities form required 

17 by AS 27.30.030(b). 

18 * Sec. 4. AS 43.65.020(a) is amended lo read: 

19 (a) A person subject to tax under this chapter shall make a return s taling 

20 specifically the items of gross income from the property, including royalty received and 

21 the deductions and credits allowed by this chapter and the exploration incentive credit 

22 a11thorized by AS 27.30, and other in fo rmation for carrying out this chapter that the 

23 department prescribes. The return must show the mining license number and must be 

24 signed by the taxpayer or an authorized agent of the taxpayer, under penalty of unsworn 

25 falsifical ion. If receivers, trustees, or assigns arc opcr:.dng the property or business, they 

26 shall make returns for the person engaged in mining, or the recipienl of royalty in 

27 connection wirh mining prop~rty. The lax due on the basis of the returns shall be 

28 collected in the same manner as if collected from the person of whose business they have 

29 custody and control. In :1 tax ye<1r in which a taxpayer apn!ies against the tax levied 

30 under this chapter the ex1>lorntion incentive credit authorized by AS 27.30, the 

31 commissioner shall require the taxpayer lo suhmit the accounting of mining 

32 oueration :ictivities form rcouired hy AS 27.30.0J O(b). 
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1 • Sec. 5. This Act is retroactive to January 1, 1995, and applies to activities that qualify for 

2 the exploration incentive credit authorized by AS 27.30 that are undertaken after May 15, 1995. 

3 * Sec. 6. This Act takes effect immediately under AS 01.10.070(c). 
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