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MEMBERS PRESENT
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HB 163 An Act  r e l a t i n g  t o  h a r a s s m e n t  o f  p e r s o n s  l a w f u l l y
engag ed  i n  h u n t i n g ,  f i s h i n g ,  c am ping ,  o r  t r a p p i n g .

SB 272 An Act  making a s p e c i a l  a p p r o p r i a t i o n  f o r  pavment a s  a
g r a n t  t o  t h e  M u n i c i p a l i t y  o f  A nchorage  f o r  e x p a n s i o n  o f  
t h e  Sh ip  Creek  T r e a tm e n t  P l a n t  and p h a se  I I  d e s i g n  and 
c o n s t r u c t i o n  o f  t h e  E k l u t n a  W ater  P r o j e c t ;  and p r o v i d ­
in g  f o r  an e f f e c t i v e  d a t e .

SB 279 An Act  r e l a t i n g  t o  w h o l e s a l e  p r i c e s  f o r  canned  sa lm on;
and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e .

HB 163

R e p r e s e n t a t i v e  Shultz,  s a i d  t h e  p u r p o s e  o f  t h e  b i l l  was t o  a f f o r d  
p e o p le  t h e  o p p o r t u n i t y  o f  l e g a l  r e c o u r s e  i f  t h e y  a r e  h a r a s s e d .  
S e n a t o r  S t u r g u l e w s k i  q u e s t i o n e d  t h e  need  f o r  t h e  b i l l .  S e n a t o r  
Vic F i s c h e r  q u e s t i o n e d  e x a c t l y  w h a t  t y p e s  o f  c i r c u m s t a n c e s  would 
a p p l y .  S e n a t o r  E l i a s o n  q u e s t i o n e d  w h e th e r  t h e  s t a t e  had a u t h o r ­
i t y  t o  r e g u l a t e  p r i v a t e l y  owned l a n d .  Rep r e s e n t a t i v e  S h u l t z s a i d  
languag '  i r e g a r d i n g  p r i v a t e  l a n d  had been  i n c l u d e d  b e c a u s e  o f  
N a t iv e  l a n d  c l a i m s .  T here  was d i s c u s s i o n .

Dennis  K e l s o , a c t i n g  Deputv Com m iss ioner  o f  t h e  D ep a r tm en t  o f  
F i s h  and Game, s u g g e s t e d  l o o k i n g  c l o s e l y  a t  w h e t h e r  t h e  b i l l



would c a u s a  d i f f i c u l t i e s  w i t h  c o n s t i t u t i o n a l  g u a r a n t e e s .  T hare  
was d i s c u s s i o n .

Ron S o m e r v i l l e , L e g i s l a t i v e  Committee  Chairman o f  t h e  /Alaska 
S p o r t s m e n ' s  C o u n c i l ,  strongly s u p p o r t e d  t h e  l e g i s l a t i o n .

S e n a t o r  S t u r g u l e w s k i  moved t o  r e p o r t  t h e  b i l l  o u t  o f  c o m m it tee  
w i t h  i n d i v i d u a l  r ec o m m e n d a t io n s .  The m o t io n  p a s s a d  w i t h o u t  
o b j e c t i o n .

SB 272

S e n a t o r  Ja_n Fa i k s  r a d d r e s s i n g  t h e  p r o p o s e d  c o m m it tee  s u b s t i t u t e ,  
e x p l a i n e d  t h e  i m p o r t a n c e  o f  t h e  t h r e e  a p p r o p r i a t i o n s  i n  t h e  b i l l .  
There  was d i s c u s s i o n  o f  how w a t e r  r a t e s  would be a f f e c t e d ,  and 
c o m p a r iso n  o f  A n c h o r a g e ' s  w a t e r  r a t e s  t o  t h o s e  in  o t h e r  communi­
t i e s  .

S e n a t o r  Vic  F i s c h e r  moved t o  a d o p t  t h e  co m m it tee  s u b s t i t u t e .  The 
m otion  p a s s e d  w i t h o u t  o b j e c t i o n .

Bob S m i t h , g e n e r a l  m anager  o f  t h e  W ater  and W a s te w a te r  U t i l i t v  o f  
t h e  M u n i c i p a l i t y  o f  A n c h o rag e ,  e x p l a i n e d  how t h e  money a p p r o p r i ­
a t e d  i n  t h e  b i l l  would be u s e d ,  and t h a t  a d d i t i o n a l  f u n d i n g  t o  
c o m p le te  t h e  p r o j e c t s  would be  p r o v i d e d  bv t h e  m u n i c i p a l i t y .
T h is  was d i s c u s s e d .

SB 279

S e n a t o r  Fahrenkamp moved t o  a d o p t  t h e  p r o p o s e d  s p o n s o r  s u b s t i t u t e  
a s  a c o m m it tee  s u b s t i t u t e .  The m ot ion  p a s s e d  w i t h o u t  o b j e c t i o n .

Norman S t a t o n ,  a s s i s t a n t  t o  t h e  Com miss ioner  o f  Revenue,  s a i d  t h e  
D ep ar tm en t  h as  a n e u t r a l  p o s i t i o n  on t h e  b i l l .  He a g r e e d  w i t h  
t h e  p ro p o s e d  amendments a d o p te d  by t h e  House,  and recommended 
f u r t h e r  amendments r e g a r d i n g  can  and c a s e  s.i-’e .  Mr. S t a t o n  
e x p l a i n e d  t h e  f i s c a l  n o t e .

R ic h a rd  B. D a u b e r , P a c i f i c  S ea fo o d  P r o c e s s o r s  A s s o c i a t i o n ,  s a i d  
he d i d  n o t  w h o l e h e a r t e d l y  s u p p o r t  t h e  b i l l ,  b u t  c o u ld  l i v e  w i t h  
i t .  He s u p p o r t e d  t h e  amendments p r o p o s e d .  He e x p l a i n e d  h i s t o r ­
i c a l  p r i c i n g  p a t t e r n s ,  and p r o p o s e d  a f u r t h e r  amendment a l l o w i n g  
f o r  an e x em pt io n  t o  t h e  w h o l e s a l e  p r i c e  f o r  a p r o m o t i o n a l  a l l o w ­
ance  .

Mitch  K in k , g e n e r a l  m anager  o f  A la sk a  I n d e p e n d e n t  F i s h e r m e n ' s  
M a rk e t in g  A s s o c i a t i o n ,  e x p l a i n e d  t h e  fo r m u la  by which t h e  p r i c e  
p a i d  f i s h e r m e n  f o r  canned  salmon i s  c a l c u l a t e d .  He o pposed  th e  
p r o m o t i o n a l  a l l o w a n c e  e x e m p t io n ,  a s  i t  would r e d u c e  t h e  p r i c e



paid fishermen. There was discussion of whether the proposed 
legislation would affect the negotiated contract.

Cass Parsons of United Fishermen of Alaska said the contract 
states the wholesale price is less discounts, so adding a promo­
tional discount would lower the wholesale price, thus lowering 
the profit to the fishermen. Senator Sturgulewski proposed 
changing the effective date so that the law would not affect 
existing contracts. There was discussion.

William H. Beardsley, Department of Commerce, left written 
testimony with the committee, that clarified the Department's 
role in implementing SB 27 9.

Paul Taylor, Audit Division, Department of Revenue, agreed with 
Mr. Staton's testimony, and clarified that wholesale price 
reporting under this bill would be mandatory, not voluntary, and 
specified how reporting was done.

Mr. Lauber argued that since promotional allowances have histor­
ically been deducted from the wholesale price, keeping the 
promotional allowance out of SB 279 would increase the fisher­
men's profit. There was discussion of past and current statutes, 
and why th,e promotional allowance was not negotiated into the 
contracts.

Senator Sturgulewski requested further information on the impact 
of the bill before taking action.

The meeting was adjourned at 4:58 p.m.
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H B  1 6 3  R E L A T I N G  T O  H A R R A S S M E N T  O F  P E R S O N S  L A W F U L L Y  E N G A G E D  

IN H U N T I N G ,  F I S H I N G ,  C A M P I N G  O R  T R A P P I N G .

T h e  H o u s i e - p a s a e d  v e r s i o n  of t h e  b i l l  a l s o  p a s s e d  o u t  of 

S e n a t e  K e s o u rc.es C o m m i t t e e .

T H E R E  IS A J U D I C I A R Y  C O M M I T T E E  S U B S T I T U T E .

T h e  b i l l  is i n t e n d e d  to p r o t e c t  h u n t e r s ,  f i s h e r s ,  c a m p e r s  

a n d  t r a p p e r s  f r o m  h a r a s s m e n t . I n t e r f e r i n g  w i t h  a p e r s o n  

l e g a l l y  e n g a g e d  in h u n t i n g ,  o r  d i s t u r b i n g  w i l d l i f e  o r  h a b i t a t  

w i t h  the I n t e n t  to h i n d e r  a h u n t e r ,  w o u l d  b e  p u n i s h a b l e  

by a f i r e  of u p  to $ 5 0 0 a n d / o r  30 d a y s  i n  j a i l .  C i v i l  

r e m e d i e s ,  i n c l u d i n g  r e c o v e r y  of d a m a g e s ,  a r e  a l l o w e d .  T h e  

b i l l  is p a t t e r n e d  a f t e r  l e g i s l a t i o n  b e i n g  a d o p t e d  in o t n e r  

s t a t e s  w h e r e  a n t i - b u r n i n g  g r o u p s  h a v e  " t a k e n  to t h e  f i e l d "  

in a tteir.pt a to " w a r n "  w i l d l i f e  o f  h u n t e r s  o r  d e t e r  h u n t e r s  

from k i l l i n g  w i l d l i f e .

T h e  J u d i c i a r y  c o m m i t t e e  s u b s t i t u t e  d e l e t e s  c o m m  o r e  l;i 1 f i s h i n g 

as o n e  of t h e  a c t i v i t i e s  p r o t e c t e d  u n d e r  t h i s  b i l l .

A l s o  r e m o v e s  ref e.-ence to h u n t i n g  on p r i v a t o La n d ,  w h i c h  is 

an i m p r o v e m e n t  o v e r  t h e  v e r s i o n  R e s o u r c e s  p a s s e d .  ( R e m e m b e r  

t h e  d i s c u s s i o n  o n  just w h a t  t h e  S t a t e  c o u l d  c o n t r o l  o r  n o t  

c o n t r o l  on p r i v a t e  l a n d ? )
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CSHB 187 - REGULATION OF FUR FARMING

ALASKA DEPARTMENT OF ENVIRONMENTAL CONSERVATION
POSITION PAPER

BEFORE THE HOUSE RESOURCES COMMITTEE 
March 18, 1983

In line with my letter to Representative RIngstad of

March 1*+, 1983 regarding this legislation, this department

has agreed to a two-year waiver permitting release from

Inspection and permits for fur farm animals so that the

existing requirements pertaining to fur farming can be

evaluated with a view toward eliminating nonessentlal

requl'. nents.

• .

The proposed new definition, "fur farming" means the raising 

and era ring of animals for the purpose of marketing their 

fur, or animals themselves for breeding stock, raises no 

objections within ADEC.

It should be understood that this waiver Is not Intended to 

waive the authority to quarantine should that become 

necessary to protect the public health.

/ f  *
Richard A. Neve' 

CommIss1 oner
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SJR 21 R e l a t i n g  t o  t h e  u se  o f  Lake G ra c e ,  an
a r e a  w i t h i n  t h e  M is ty  F j o r d s  
N a t i o n a l  Monument, f o r  t h e  g e n e r a ­
t i o n  o f  h y d r o e l e c t r i c  power f o r  t h e  
K e tc h ik a n  a r e a .

SB 2 P r o v i d i n g  f o r  a l i c e n s e  ex em p t io n  f o r
c o m m erc ia l  f i s h i n g  v e s s e l s  24 f e e t  o r  
l e s s .

SB 52 R e l a t i n g  t o  t h e  l i c e n s i n g  o f
com m erc ia l  f i s h i n g .

HB 187 R e l a t i n g  t o  r e g u l a t i o n ,  l i c e n s i n g  and
f e e  f o r  f u r  f a r m in g .

HB 267 R e l a t i n g  t o  h e r r i n g  s t r i p p i n g .

HB 187
R e p r e s e n t a t i v e  R i n g s t a d  r e v ie w e d  t h e  p r o v i s i o n s  o f  t h e  b i l l :  
(Gee 1) f u r  f a rm in g  i s  r e d e f i n e d ;  (Sec 2) e l i m i n a t e s  f e e ;  (Sec
3) r e q u i r e s  F i s h  and Game t o  a u t h o r i z e  t r a p p i n g  f o r  b r e e d s t o c k  
w i t h o u t  a p e r m i t ,  and ;  (Sec 4) s t r e a m l i n e s  i m p o r t a t i o n  
r e g u l a t i o n s  and p e r m i t t i n g .



In response to a question, Rep. Ringstad stated that federal 
regulations would still be in effect to control importation of 
diseased animal

Bob Hinman, of the Department of Fish and Game, said that the 
department supports CSHB 187 (Res). They approved of Sec. 3, 
although it reduces fees, because of the small number issued. 
In response to a question on Sec. 4, Hinman explained that it 
ended a conflict between Title 16 and Title 3 over control of 
import permitting.

Commissioner Richard Neve’, Department of Environmental 
Conservation, submitted a statement in support of the bill and 
announcing a suspension of regulations to study transfer to 
DNR of this authority.

Senator Sturgulewski moved that CSHB 187 (Res) be reported out 
of committee with individual recommendations. There was no 
objection.

SJR 21
Senator Ziegler reviewed the history of the proposed hydro 
site and the purpose of the resolution. In ctnswer to a 
question about the authority for approval of the development, 
he said the resolution is addressed to Congress and :he 
President, for approval of the transmission line along with 
the hydro development.

The US Forest Service submitted a letter stating that 
administrative authority to accommodate the development was 
possible. Senator i'iegler moved that SJR 21 be reported out 
of committee with individual recommendations. There was no 
objection.

IIB 267
Senator Mulcahy reported on the testimony heard in the 
Fisheries Subcommittee hearing on HB 267, which supported the 
extension of the date from July 1, 1982 to July 1, 1986.

Senator Mulcahy moved that MB 267 bo reported out of committee 
with individual recommendations. There was no objection.

SB 2
Senator Mulcahy moved that a committee substitute for SB 2 be 
adopted. There was no objection.

Senator Mulcahy said the purpose of the bill is to exempt from 
licensing the small boat fleet because of the short season for 
salmon and herring fishing from skiffs. Currently all boats 
are licensed.

Sgt. Buell Russell, Department of Public Safety, Fish and 
Wildlife Protection Division, testified that the department 
had no problem with the bill.



S e n a t o r  Mulcahy moved CSS3 2 from c o m m it tee  w i t h  i n d i v i d u a l  
rec o m m e n d a t io n s .  T here  was no o b j e c t i o n s .

S3 52
S e n a t o r  Mulcahv moved t h e  com m it tee  s u b s t i t u t e  f o r  SB 52. 
Th ere  was no o b j e c t i o n .  S e n a t o r  Mulcahy r e f e r r e d  t o  t h e  
s e c t i o n a l  a n a l y s i s  and s a i d  t h e  b i l l  i s  b a s i c a l l y  t e c h n i c a l  
c h a n g e s .  In  r e s p o n s e  t o  c o n c e r n s  on r e s i d e n c y  r e q u i r e m e n t ,  
S e n a t o r  Mulcahy s a i d  t h a t  t h e  r e q u i r e m e n t  c o u ld  be made t o  
conform  t o  o t h e r  l e g i s l a t i o n  o r  c o u r t  d e c i s i o n s  i f  n e c e s s a r y .

S e n a t o r  Fahrenkamp a g r e e d  t h a t  t h e  b i l l  was h o u s e k e e p in g  
c h a n g e s .

S e n a t o r  Mulcahy moved CSSB 163 (Res) from com m it tee  w i t h  
i n d i v i d u a l  r ec o m m e n d a t io n s .  T here  were  no o b j e c t i o n s .

The m e e t in g  a d j o u r n e d  a t  3 :40  p.m.
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TO: Senate Resources Committee Members

FROM: Senate Resources Committee Staff 

RE: Hearing, 4/13/83

DATE: April 12, 1983

The fallowing 3 bills have been heard by the Resources 
Subcommittee on Fisheries and will be addressed by Senator 
Mulcahy at the Wednesday hearing:

SB 2 PROVIDING FOR A LICENSE EXEMPTION FOR COMMERCIAL FISHING 
VESSELS 24 I>ET OR LESS.

The Subcommittee recommends adoption of a Committee Substitute 
that would exempt all vessels used for the commercial harvesting 
of salmon in the administrative area know as Arctic-Yukon- 
Kuskokwim from the licensing requirement.

SB 52 RELATING TO THE LICENSING OF COMMERCIAL FISHING.

The Subc- .imit tee recommends adoption of a Committee Substitute 
that would require that every person engaged in commercial fishing 
hold a commercial fisheries license which could be purchased either 
as a crewmember license or as an entry permit. A portion of the 
fees from this commercial fisheries license would go to the 
Fisherman’s Fund.

HB 267 RELATING TO HERRING STRIPPING.

HB 267 would extend the time that herring stripping (the process 
by which herring roe >'s extracted from the carcass) is allowed to



Aiso scheduled for the Wednesday hearing are:

SJR 21 RELATING TO THE USE OF LAKE GRACE, AN AREA WITHIN THE 
MISTY FJORDS NATIONAL MONUMENT, FOR THE GENERATION OF HYDROELECTRIC 
POWER FOR THE KETCHIKAN AREA.

SJR 21 would urge Congress to adopt legislation either eliminating 
the Lake Grace area from the Misty Fjords National Monument or 
permitting the development of the Lake Grace area for its hydro 
potential.

Lake Grace was determined to be of substantial potential value 
for a damsite before its designation as part of Misty Fjords 
National Monument. The nearby community of Ketchikan wishes to 
pursue, its development to meet future power needs.

HB 187 RELATING TO REGULATION, LICENSING AND FEE FOR FUR FARMING.

HB 187 relieves the current permitting burden on fur farmers by 
eliminating the $100 fee for a fur farming license, reducing the 
fee from $11J to $3 for collecting animals for fur farming 
purposes, .and eliminating the requirement for a .permit for 
importing and exporting mink and fox for fur farming. In addition, 
Commissioner Neve of DEC has committed to administrative changes 
in the current permitting procedures to more accurately reflect 
the needs of fur farmers and the types of activities they engage 
in.

The meeting is scheduled for Wednesday, April 13 at 3:00 pm 
in the Beltz Room. It is hoped that final committee action could 
be takne on these bills at this time.



BILL SHEFFIELD, GOVERNOR

D EPT . OF ENVIRONMENTAL CONSERVATION
POUCH 0 -  JUNEAU f S t ll

March 1 4 ,  1983

The H o n o r a b l e  J o h n  R i n g s t a d  
S t a t e  House o f  R e p r e s e n t a t i v e s  
Pouch  V
J u n e a u ,  AK 99811

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

F o l l o w i n g  o u r  c o n v e r s a t i o n  o f  S a t u r d a y  m o r n in g ,  March 12,  
1983 w i t h  you  a n d  S h a r o n  B a r t o n  o f  t h e  D e p a r tm e n t  o f  
N a t u r a l  R e s o u r c e s ,  I  p r o p o s e  t h e  f o l l o w i n g  s o l u t i o n  
t o  a l l e v i a t e  some o f  t h e  p r o b le m s  w i t h  r e g a r d  t o  f u r  
f a r m i n g .  I  p r o p o s e  a  w a i v e r  p e r m i t t i n g  r e l e a s e  from 
i n s p e c t i o n  an d  p e r m i t s  f o r  f u r  fa rm  a n i m a l s  f o r  t h e  
p e r i o d  r e q u i r e d  t o  a s s e s s  t h e  p o s i t i o n  o f  f u r  f a n n i n g  
a nd  t o  a g r i c u l t u r a l  i n s p e c t i o n  c u r r e n t l y  e x i s t i i  d 
w i t h i n  t h e  s c o p e  o f  DEC's r e g u l a t o r y  a u t h o r i t y .  A l l  
e x i s t i n g  r e g u l a t i o n s  p e r t a i n i n g  t o  f u r  f a r m i n g  w i l l  be 
e v a l u a t e d  w i t h  t h e  i n t e n t i o n  t o  e l i m i n a t e  n o n -  
e s s e n t i a l  r e g u l a t i o n s .  T h i s  w a i v e r  w i l l  be e f f e c t i v e  
f o r  a  p u r i o d  n o t  t o  e x c e e d  two y e a r s .

S i n c e r e l y ,

R i c h a r d  A. Neve '
C om m iss io ne r

c c :  S h a ro n  B a r t o n
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FISCAL D E T A I L

A g e n c y  A f f e c t - d  DEC

Title:
S p o n s o r ! "  Kinptad py r e q u e s t -
R equestor: nouse Resources

Program- C a t e c ; - y  Affected: Consumer Protect 

BRU, P r o g r a m  of S u b p r o g r a m ' s ) A f f e c t e d T  

______________S 1:"'r~ood and Animal Industries

■OPERATING

FY 83 FY 84 FY 8 5 FY 86 FY 87 FY 38

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

200 T R AVEL

300 C O N T R A C T U A L  •

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

500 E Q U I P M E N T  • * • 

600 LAND & S T R U C T U R E S  

700 GRANTS, CLAIMS, ETC

1
: • ' -

-
•

T o t a l  o p e r a t i n g 0 0 • 0 0 0 0

C A PITAL 0 . 0 0 0 0 0

.

REVENUE 0 1 0 0 0 0 0

FUNDING: (Thousands o f  Dollars)

■ g e n e r a l  f u n O

F E DERAL FUNDS 

•OTHER (Spectfy Source)

.

• .

P OSITIONS:

F U L L - T I M E  . ' 

P A R T - T I M E

T E M P O R A R Y
• • • * *

11
•

.

• •

III.. S O U R C E , O F  "UN O S  TO O F F S E T  FISCAL IMPACT OF B I L L :
* • i

N/A

IV. A N A L Y S I S :  A t t a c h  a separate page for ,mv Analysis

P r e p a r e d  By:_ 

Division:

Billie 'Trent 

for Seafood a n d ^ A p j ^ L  n'dustcies,

Phone:_
Date:

465-2600
"3/15/83 “

A p p r o v e d  by Commissioner: ^ c ar

Department: Environmental Conservation

A. W/'ve'
Date 3 / 0 . 5 / S'-3

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

Original to L e g i s l a t i v e  Finance •

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

C o p y  to D e p a r t m e n t  (for Go v e r n o r  introduced bills)

C o p y  to S p o n s o r  • ____________________
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1. Estimated f i s c a l  impacts on:

c. E x p e n d i tu r e s : ‘
(Thousands of Dollars!

i i j FY £3 1 FY 84 i FY 85 F V 86 i j |

iCaoital  i 1 1 1 - 0 - i - n - i - n -  I i !
!Coerati no i i 1 • i -o~ ! -0 - 1 - n -  ! i !
: i e t ai  i l ! • 1 - 0 - ! -0 - 1 - 0 -  i i I

b. Revenues: .
! Revenue ■ ! 1 • i - n - ! -o - ! _n_ i ! ' 1

2. Source of funcs to offset .fiscal impact of bill:

Not a p p l i c a b l e .

2. A s s u m ptions:

Does n o t  a f f e c t  Depar tment .

-. Disclaimer:

This s t a t e m e n t  has not been rev i e w e d  by the 0M5 in the Office of the Governor. It ther 

fore o o e s  not r e p r e s e n t  the final est i m a t e  o t  tiscal impact.
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-coroved by Commissioner: Date: 28 March 1983
N a t u r a l  Resources

Di strioution:

O r iginal to L e g i s l a t i v e  Finance 

Copy to 0.v:3 

Copy to S p o n s o r



Analysis & Summary 

CS HB 187

Section 1 The term fur  farming i s  redefined under the  regu 
la to ry  authori ty  o f  the Dept, of  Environmental 
Conservation.

Section 2 The s t a tu te  requir ing a $100 fee for  a f i sh ,  fur ,  
or  game farminq l icense i s  amended to  exclude f t  r 
farming. According to  the  Attorney General ' s 
o f f i ce ,  in  1974, the  $100 fee was eliminated but 
the change had never been re f lec ted  in the 
s t a tu t e s .

Section 3 The Commissioner of  Fish & Game re ta in s  h is
authori ty  to  issue ,  without cost ,  a permit to  
c o l le c t  f i sh  and game, including fu r  animals 
subject  to  scif n t i f i c ,  propagative, or  educational 
purposes th a t  a ■* appropriate.

In Addition, the Commissioner sh a l l  make permits 
avai lable  for  the co l lec t ing  of  wild fur  animals j 
however, he r e ta in s  h is  s ta tu to ry  charge to  manage 
the permitt ing process in  accordance with standard 
maintained y ie ld  p rac t ices .

Establishes an annual fee for  collectir .  i fur  farm 
animals th a t  w i l l  be the  same as th a t  paid by an 
Alaskan res ident  t rapper .  ( z u r r t r i ^  j)'^i__

Section 4 The s t a tu te  requir ing an imp. , permit for  wild
animals i s  amended to exempt mink and fox when 
they are  imported for  fur  farming purposes.

Section 5 Provides for an immediate e f fec t ive  date .



n i o c ''
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CSHB 187 RELATING TO REGULATION, LICENSING, AND FEE FOR FUR FARMING. 
SPONSOR: RINGSTAD BY REQUEST.

PASSED OUT OF SENATE RESOURCES 4 / 1 3 / 8 3 .  YOU WERE A DO PASS

THIS BILL MAKES LARGELY TECHNICAL, BUT HELPFUL CHANGES IN THE 

REGULATION OF FUR FARMING AND FUR FARMING ACTIVITIES. NAMELY,

-  ELIMINATES THE $100 FEE FOR A FUR FARMING LICENSE

-  REDUCES THE FEE FROM $100 TO $3 FOR COLLECTING ANIMALS FOR 

BREEDSTOCK

-  STREAMLINES IMPORTATION REGULATIONS AND PERMITTING

-  REDEFINES FUR FARMING TO MEAN THE CARING OF ANIMALS FOR 

THE PURPOSE OF MARKETING THEIR FUR, OR ANIMALS THEMSELVES FOR 

BREEDING STOCK

IN ADDITION, COMMISSIONER NEVE OF DEC HAS COMMITTED TO ADMINISTRATIVE 

CHANGES IN THE CURRENT PERMITTING PROCEDURES TO MORE ACCURATELY 

REFLECT THE NEEDS OF FUR FARMERS AND THE TYPES OF ACTIVITIES THEY 

ENGAGE IN.





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

HB 188 w o u l d  a l l o w  t h e  s a n e  c r i t e r i a  t o  a l s o  a p p l y  t o  
p e r s o n s  r e l a t e d  b y  m a r r i a g e .

E > u . . p i u :  You r  b r o t h e r  c o n e s  t o  A l a s k a  t o  h u n t  D a l i  S h e e p .
You may l e g a l l y  t a k e  h im  w i t h o u t  a  g u i d e .

Howeve r ,  y o u  c a n n o t  l e g a l l y  t a k e  y o u r  
b r o t h e r - i n - l a w  o n  t h e  s a n e  h u n t .

HB 1 8 8 ; U nd e r  t h e  c h a n g e s  p r o p o s e d  i n  t h i s  l aw ,  y o u r
b r o t h e r - i n - l a w  w o u l d  l e g a l l y  b e  a b l e  t o  
p a r t i c i p a t e  i n  t h e  h u n t .

S e c o n d  D e g r e e  o f  k i n d r e d  i n c l u d e s ,  u n d e r  p r e s e n t  l a w :

1) S o n ,  D a u g h t e r
2) F a t h e r ,  M o th e r
3) G r a n d f a t h e r ,  G r a n dm o th e r
4) G r a n d c h i I d r e n
5) B r o t h e r ,  S i s t e r

I n  a d d i t i o n ,  u n d e r  HB 1 8 8 , t h e  f o l l o w i n g  r e l a t i v e s  w o u l d  b e - 
- i n c l u d e d ' :

1) S o n ,  D a u g h t e r  o f  S p o u s e
2) F a t h e r - i n - l a w ,  t o t h e r - i n - l a w
3) G r a n d f a t h e r ,  G r a n dm o th e r  o f  S p o u s e
4) G r a n d c h i l d r e n  o f  S pou s e
5) B r o t h e r - i n - l a w ,  S i s t e r - i n - L a w



O f f e r e d :  4 / 1 0 / 8 4
R e f e r r e d :  R u l e s

O r i g i n a l  s p o n s o r :  R j . i g s t a d

1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 CS FOR HOUSE BILL NO. 188 ( F i n a n c e )  am

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 F o r  in  Act  e n t i t l e d :  "An Ac t  r e l a t i n g  t o  b i g  game h u n t i n g  by n o n r e s i -

7 d e n t s . "

8 BE IT ENACTED BY THE LEGISLATURE OF TH‘£ STATE OF ALASKA:

9 * S e c t i o n  1. AS 1 6 .0 5 . 4 0 7  i s  r e p e a l e d  and  r e e n a c t e d  t o  r e a d :

10 S e c .  1 6 . 0 5 . 4 0 7 .  NONRESIDENT HUNTING BIG GAME ANIMALS MUST BE

11 ACCOMPANIED. ( a )  I t  i s  u n l a w f u l  f o r  a  n o n r e s i d e n t  t o  h u n t ,  p u r s u e  o r

12 t a k e  brown b e a r ,  g r i z z l y  b e a r ,  p o l a r  b e a r ,  o r  s h e e p  i n  t h i s  s t a t e ,

13 u n l e s s  p e r s o n a l l y  a c c om p a n i e d  by

14 (1 )  a p e r s o n  who i s  l i c e n s e d  a s  a m a s t e r  g u i d e ,  r e g i s t e r e d

15 g u i d e ,  o r  a s s i s t a n t  g u i d e  by the: Gu id e  L i c e n s i n g  and  C o n t r o l  Boa rd ; :  o r

16 ( " )  a  r e s i d e n t  o v e r  19 y e a r s  o f  age  who ? s

17 (A) t h e  s p o u s e  o f  t h e  n o n r e s i d e n t ;  o r

18 (B) i s  r e l a t e d  t o  t h e  n o n r e s i d e n t ,  w i t h i n  and  i n c l u d -

19 i n g  t h e  s e c o n d  d e g r e e  o f  k i n d r e d ,  by m a r r i a g e  o r

20 ( b )  An a p p l i c a n t  f o r  a n o n r e s i d e n t  b i g  game t a g  f o r  t h e  t a k i n g

21 o f  an  a n im a l  s p e c i f i e d  i n  ( a )  o f  t h i s  s e c t i o n  s h a l l  f i r s t  f u r n i s h  t o

22 t h e  s t a t e ,  on a form p r o v i d e d  by t h e  s t a t e ,  an a f f i d a v i t  s how ing  t h a t

23 t h e  a p p l i c a n t  w i l l  be p e r s o n a l l y  a c c ompan i e d  w h i l e  h u n t i n g  by a p e r s o n

24 who i s  q u a l i f i e d  u n d e r  t h e  t e rm s  o f  ( a )  o f  t h i s  s e c t i o n .  A p e r s o n  who

25 f a l s i f i e s  t h e  r e q u i r e d  a f f i d a v i t  i s  g u i l t y  o f  p e r j u r y  u n d e r  AS 1 1 . -

26 5 6 . 2 00 .

27 ( c )  I t  i s  u n l a w f u l  f o r  a n o n r e s i d e n t  t o  im p o r t  p o l a r  b e a r  h i d e s

2.8 o r  p a r t s  i n t o  t h i s  s t a t e  u n l e s s  p e r s o n a l l y  a c c omp an i e d  by a p e r s o n  who

29 i s  l i c e n s e d  as  a m a s t e r  g u i d e ,  r e g i s t e r e d  g u i d e ,  o r  a s s i s t a n t  g u i d e  by

-1- C S H B  1 8 8 (Fin) am



1 t h e  Guide  L i c e n s i n g  and  C o n t r o l  B o a r d .  v V

2 (d )  A n o n r e s i d e n t  who v i o l a t e s  ( a )  o r  ( c )  o f  t h i s  s e c t i o n ,  o r

3 who f a i l s  t o  f u r n i s h  an  a f f i d a v i t  u n d e r  (b )  o f  t h i s  s e c t i o n ,  i s  g u i l t y

4 o f  t. m i s d emeano r  and  upon c o n v i c t i o n  i s  p u n i s h a b l e  by im p r i s o nm en t  f o r

5 n o t  more t h a n  one  y e a r ,  o r  by a  f i n e  o f  n o t  more t h a n  $ 5 , 0 0 0 ,  o r  by

6 b o t h . 2.

C S H B  1 8 8 (Fin) am - 2 -
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HB 188 TITLE & SPONSOR SUMMARY 16:55
AMENDED TITLE: CSHB 188(FIN)AM
AN ACT RELATING TO BIG GAME HUNTING BY NONRESIDENTS

GENERAL DOLLARS':
PRIME SPONSOR: RINGSTAD*

OTHER DOLLARS:
CO-SPONSORS:
CURRENT STATUS:
HB 188 HOUSE ACTION 1 6 : 55

DATE SEQ PAGE LEGISLATIVE ACTION

02/11/83 01 0227 FIRST READING —  COMMITTEE REPORTS
08/09/83 02 0431 RES —  DP06, NROi
03/09/83 03 0431 RES F./NOTES EQUAL ZERO
04/18/83 04 0895 jUD DP 05 j NR01
04/13/83 05 0895 •' JIJD F/NOTE EQUALS ZERO
04/10/84 06 3264 FIN .- CS03, MR05
04/10/84 07 3264 FIN F/NOTE EQUALS ZERO
05/05/84 08 3672 SECOND READING
05/05/84 09 3672 FIN CS ADOPTED BY UNAN CONSENi
05/05/34 10 3673 AM01 ADOPTED BY UNAN CONSENT
05/05/84 1 1 3673 ADVANCED TO 3RD READING BY UNAN
05/05/84 1 4 3673 A M 02 ADOPTED BY UNAN CONSENT
05/05/84 12 3673 THIRD READING
05/05/84 13 3673 RETURNED TO 2ND READING BY UNAN
05/05/84 15 3674 PASSED BY DIV 31.--05-04
05/05/84 1 6 3674 NOTICE OF RECONSIDERATION GIVEN
05/06/84 17 3713 RECONSIDERATION NOT TAKEN UP

X X  XX ■)(■ •XX X X X  X X X  X X X

HB 188 SENATE ACTION 1 6:55
DATE SEQ PAGE LEGISLATIVE ACTION

05/07/84 1 8 2946 FIRST READING ~~ COMMITTEE REPORTS
05/15/34 19 3093 RES -- DP 05'

RULES
X X  X X XX X X X  X X X  X X X

$0 <F , MOTE)

$0

5/22/84 PAGE 2 OF 3

5 / 2 2 / 8 4  PAGE 1 OF 3

CONSENT

:nt

5/22/84 PAGE 3 OF



#

B>tate Hegtslature
B E T T Y E  F A H R E N K A M P ,  C h a i r m a n
R O B E R T  H. Z I E G L E R ,  S R . .  V i c o  C h a i rm a n
D IC K  E L IA S O N
PA U L  F I S C H E R
V IC  F IS C H E R
BO B  M U L C A H Y
A R L IS S  ST J R G U L E W S K I

S e n a t e

Committee on -Resources

p o u c h  v
ST A T E  C A P IT A L  

J U N E A U ,  A L A S K A  99811 
(907) 465-3834 
(907) 465-3835

MINUTES

May 1 4 ,  1 9 8 4  • B e l t z  'Room
3 : 1 3  pm Room 2 1 1 ,  C a p i t o l

MEMBERS PRESENT

S e n a t o r  F a h r e n k a m p ,  C h a i r m a n  
S e n a t o r  Z i e g l e r ,  V i c e - c h a i r m a n  
S e n a t o r  E l i a s o n  
S e n a t o r  P a u l  F i s c h e r  
S e n a t o r  V i c  F i s c h e r  
S e n a t o r  M u l c a h y  
S e n a t o r  S t u r g u l e w s k i

CALENDAR

HB 1 8 8 ,  An A c t  r e l a t i n g  t o  b i g  g am e  h u n t i n g  b y  n o n r e s i d e n t s .

HB 4 5 8 ,  An A c t  r e l a t i n g  t o  a g r i c u l t u r a l  r i g h t s  t o  l a n d .

HE 5 4 6 ,  An A c t  r e l a t i n g  t o  h a r a s s m e n t  o f  p e r s o n s  l a w f u l l y  e n g a g e d
i n  h u n t i n g ,  f i s h i n g ,  o r  t r a p p i n g .

HB 709  , An A c t  r e l a t i n g  t o  f e o s  f o r  g u i d e d  t o u r s  t h r o u g h  
h i s t o r i c a l  s i t e s .

HB 188

D a v e  S t a n c l i f f ,  A i d e  t o  t h e  H o u s e  R e s o u r c e s  C o m m i t t e e , e x p l a i n e d  
t h a t  t h i s  b i l l  w o u l d  a l l o w  n o n r e s i d e n t  h u n t e r s  o f  b i g  g am e  t o  b e  
a c c o m p a n i e d  b y  A l a s k a  r e s i d e n t s  o f  t h e  s e c o n d  d e g r e e  o f  k i n d r e d ,  
i n c l u d i n g  " m a r r i a g e  r e l a t i o n s " .  I t  w o u l d  a l s o  i n c r e a s e  t h e  f i n e  
f o r  v i o l a t i o n  o f  t h i s  p r o v i s i o n  f r o m  $ 2 5 0 0  t o  $ 5 0 0 0 .

P a d d y  M c G u i r e ,  A l a s k a  D e p a r t m e n t  o f  F i s h  a n d  G a m e , s p o k e  i n  
s u p p o r t  o f  t h e  b i l l .

S e n a t o r  M u l c a h y  m o v e d  CS HE 188  ( F i n a n c e ) a m  f r o m  c o m m i t t e e  w i t h  
i n d i v i d u a l  r e c o m m e n d a t i o n s .  T h e r e  w a s  n o  o b j e c t i o n .



C a r o l  W i l s o n /  S p e c i a l  A s s i s t a n t  t o  t h e  C o m m i s s i o n e r , D e p a r t m e n t  o f  
N a t u r a l  R e s o u r c e s , s p o k e  i n  s u p p o r t  o f  t h e  b i l l ,  w h i c h  w o u l d  
a u t h o r i z e  DNR t o  e s t a b l i s h  a n d  c o l l e c t  f e e s  f o r  g u i d e d  t o u r s  
t h r o u g h  h i s t o r i c a l  s i t e s .

S e n a t o r  M u l c a h y  m o v e d  CS HB 709  ( S t a t e  A f f a i r s )  f r o m  c o m m i t t e e  
w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s .  T h e r e  w a s  n o  o b j e c t i o n .

HB 546

D a v e  S t a n c l i f f ,  A i d e  b o  t h e  H o u s e  R e s o u r c e s  C o m m i t t e e , s p o k e  i n  
s u p p o r t  o f  t h e  b i l l  a n d  e x p l a i n e d  t h a t  t h e  p r o b l e m s  w i t h  HB 1 6 3 ,  a  
s i m i l a r  b i l l  t h a t  w a s  v e t o e d  b y  t h e  G o v e r n o r  l a s t  y e a r ,  h a v e  b e e n  
s o l v e d  i n  HB 5 4 6 .

L i s a  N e l s o n ,  C r i m i n a l  D i v i s i o n ,  D e p a r t m e n t  o f  L a v ; , t e s t i f i e d  t h a t  
t h e r e  i s  n o  C o n s t i t u t i o n a l  p r o b l e m  w i t h  t h e  b i l l  a s  c u r r e n t l y  
w r i t t e n .

Ro n  S o m m e r v i l l e ,  A l a s k a  O u t d o o r  C o u n c i l , s p o k e  i n  s u p p o r t  o f  t h e  
b i l l .

S e n a t o r  M u l c a h y  m o v e d  CS HB 546  ( R e s o u r c e s ) a m  f r o m  c o m m i t t e e  w i t h  
i n d i v i d u a l  r e c o m m e n d a t i o n s .  S e n a t o r  S t u r q u l e w s k i  o b j e c t e d  a n d  
t h e n  w i t h d r e w  h e r  o b j e c t i o n .

HB 458

R e p r e s e n t a t i v e  Bob  B e t t i s w o r t h , s p o n s o r  o f  t h e  b i l l ,  e x p l a i n e d  
t h a t  t h e  b i l l  w a s  i n t e n d e d  t o  h e l p  t h o s e  p u r c h a s e r s  o f
" a g r i c u l t u r a l  r i g h t s "  l a n d  w ho  a r e  h a v i n g  d i f f i c u l t y  o b t a i n i n g  
f i n a n c i n g  f o r  h om e  c o n s t r u c t i o n  b y  i s s u i n g  a  f e e  s i m p l e
c o n d i t i o n a l  t i t l e  t o  t h o s e  p u r c h a s e r s .

S e n a t o r  K e r t t u l a  r e v i e w e d  t h e  h i s t o r y  o f  f e d e r a l  h o m e s t e a d i n g ,  t h e  
p r o b l e m s  o f  d i m i n i s h i n g  f a r m  l a n d  i n  o t h e r  s t a t e s ,  a n d  t h e  
i m p o r t a n c e  o f  p r e s e r v i n g  a g r i c u l t u r a l  l a n d  i n  A l a s k a .

B e t t y  C o o k ,  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n ,  A n c h o r a g e , 
t e s t i f i e d  t h a t  e v e n  i f  f e e  s i m p l e  t i t l e  w e r e  i s s u e d ,  AIIFC ' s
r e g u l a t i o n s  w o u l d  p r o h i b i t  l o a n s  b e i n g  m a d e  o n  l a n d  t h a t  p r o d u c e s  
s i g n i f i c a n t  i n c o m e ,  a n d  p r o h i b i t  r e f i n a n c i n g  o f  l o a n s .  T h e r e  w o u l d  
b e  a d d i t i o n a l  p r o b l e m s  i f  t h e r e  w e r e  o t h e r  l i e n s  o n  t h e  p r o p e r t y  
a n d  b e c a u s e  o f  A H F C ' s  l a c k  o f  e x p e r i e n c e  w i t h  a g r i c u l t u r a l  l o a n s .

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

T h e  m e e t i n g  a d j o u r n e d  a t  3 : 5 8  pm.

H B  7 0 9



Register 80, January 1982 FISH AND GAME 5 AAC 90.010
5 AAC 90.020

(B) Subuni t  26(B) — tha t port ion of  Unit 
26 lying east o f  Subuni t 26(A) and west of  
the west banks o f  the Canning River and 
Marsh Fork o f  the Canning Riyer between the 
Arct ic Ocean and Carter Pass;

(C) Subuni t  26(C) — tha t port ion of Unit 
26 lying east o f  Subuni t  26(B). (In effect 
before 1980; am 7/4/80, Reg. 7 5 ;am  4/5/81, 
Reg. 78; am 9/3/81 — 9/12/81, Reg. 80; am 
9/30/81, Reg. 79)
. Authori ty:  AS 16.05.255(a)(1),(2) and (7)

5 AAC 90.020. DEFINITIONS. In 5 AAC 
8 1 - 5  AAC 90

(1) “airport” means an Alaska airport listed 
in the Federal Aviation Agency Alaska Airman’s 
Guide and char t supplement;

(2) “bag limit” means the greatest number of 
game species permit ted to be  taken by  any one 
person in the uni t or por t ion o f  a unit in which 
the taking occurs; however, additional numbers 
o f  a species may be taken in another designated 
open uni t o r  por t ion o f  a unit where a greater 
limit on that species is prescribed; in no case 
may the total o r  cumulative bag for one person 
exceed the l imit set for the uni t o r  port ion o f  a 
unit in which the additional game was taken;

(3) “big game animals” includes black oear, 
brown and grizzly bear, polar bear, bison, cari­
bou, Sitka blacktail deer, elk, mountain goat, 
moose, muskoxen, mountain o r  Dali sheep, wol f 
and wolverine;

(4) “camp” means a st ructure erected for the 
purpose of providing overnight shelter and 
equipped with bedding and eating facilities for 
occupants;

(5) “closed season” means the time during 
which game may no t be taken;

(6) repealed 7/2/75;

(7) “cub bear” means a brown, grizzly or 
polar bear in its first or second year o f  life, or a 
black bear (including the cinnamon and blue 
color phases) in its first year of life;

(8) “fur animals” includes beaver, coyote,  
arctic fox, red fox, lynx, marten, mink and 
weasel, muskrat ,- land ot ter,  sea otter, raccoon,

red squirrel, flying squirrel, ground squirrel and 
marmot,  wolf and wolverine, excepting 
domestically raised fur animals;

(9) “highway” means the driveable surface of 
any constructed road ;

(10) repealed 7/2/75;
(11) “motorized vehicle” means a 

motor-driven land, water or air conveyance;

(12) “open season” means the t ime during 
which game may lawfully be taken; each period 
o f  t ime prescribed as an open season includes 
the first and last days o f  the period prescribed;

(13) “poison” means any substance which is 
toxic or poisonous upon contact or ingestion;

(14) “raw ivory” means a walrus tusk (upper 
canine tooth) which has not be endowed with 
functional , cultural or aesthetic qualities by 
altering its natural form or surface through 
carving, drilling, cutting, filing, or engraving; raw 
ivory is no t  altered, in the connotat ion o f  this 
definition, by surface polishing or for a head 
moun t ;  the lat ter consisting of  ivory (tusks) in a 
skull or part  of  a skull;

(15) “regulatory year” means July 1 to  June 
30, inclusive;

(16) “seal pup” means a seal tha t wciglis less 
than 50 pounds;

(17) “second degree o f  kindred” means the , 
relatives who are parents, grandparents, children, 
grandchildren and sisters or brothers of  the 
person acting as a guide;

(18) “small game” means all species of 
grouse, hares, rabbits, ptarmigan and waterfowl, 
and Wilson or jacksnipe;

(19) “three-quarter curl ho rn” means the 
horn of  a mature mountain sheep, the tip of 
which has grown through three-quarters o f  a 
circle (270°) described by the outer surface of 
the horn, as viewed from the side;

(20) “transport” means shipping, carrying, 
importing, exporting, or receiving or delivering 
for shipment ,  carriage or export ;
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ANCHORAGE , A LA SK A  99509 Phone (907) 562-2639

MEMORANDUM

TO: MEMBERS HOUSE FINANCE COMMITTEE & REP. JOHN RINGSTAD

FROM: ALASKA PROFESSIONAL HUNTERS ASSO.

DATE: March 28, 1984

Re: HB 188

As this piece of legislation may have some impact upon our profession, 
we feel it warrants some consideration and comment on our part.

For the record, we are not opposed to HB 188. In our opinion, this is a 
positive piece of legislation which will resolve an inequity which 
currently exists under the present statute.

This bill will allow a person to accompany a spouse's non-resident 
in-law with-in certain limits, (second degree of kindred), on hunts for 
sheep, brown bear and grizzly bear. That is a reasonable proposition as 
far as we are concerned; however, we would oppose any further liberali­
zation in this area, as it could negatively effect prudent game 
management in Alaska.

PLEDGED FAIR CHASE
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H O U S E  OF REPRESENTATIVES 

C O M M I T T E E  O N  R E S O U R C E S

M E M O R A N U M

JOHN R INGSTAD . C O - C H A IR M A N  
R ICHARD SHULTZ. C O - C H A IR M A N  

POUCH V 
JUNEAU . ALASKA J98I1 

(907) 465-3" 15

T o : Members House Finance Committee

From: Rep. John Ringstad

Date: March 20, 198A
ok: •  v' '

Re: HB 188 Spouses Relatives

To save time and confusion please note that HB 188 makes only one change 
in present statutes.

That change is a broadening of the definitior of second degree of 
kindred for the purposes of being able to hunt certain big game species 
in Alaska with your relatives.

As it now stands big game guides are required of non- residents to hunt 
dall sheep, brown and grizzily bear,however there is an exemption for 
blood relatives if they are within the second degree of kindred. The 

;0‘.c :question then arises, what about in-laws?

Keep in mind a typical guided sheep hunt costs several thousand dollars 
on top of travel, licenses, and tag fees, and as the law now reads your 
in-laws must pay these prices to retain a guide even if they are going 
to hunt with you for sheep or bear in Alaska.

As best can be determined, Public Safety has not aggressively enforced 
this technicality, however in-laws who are in the field hunting sheep or 
bear with their Alaskan relatives are in violation of the law under 
present statutes and could be heavily fined. In addition,you as an 

... .. Alaskan, hunting with your in-laws for sheep or bear could be considered 
in violation of the present guide statutes and subject to stiff fines 
and possible imprisonment.

I t’s important to note that no other changes are being made to the 
statutes or present law, and that legal services merely redrafted the 
format of the appropriate section in statute to read more clearly and 
logically and incorporate my request into law.

The whole idea of this bill is to create a reasonable and equitable 
means for family members to enjoy Alaska with their relatives. With due 
respect, I ask my colleagues in their considerations i ot to stray beyond 
the original purposes of this bill.

Thank you.



C S H B  1 8 8  ( F i n ance) a m  -  A N  A C T  R E L A T I N G  T O  B I G  G A M E  H U N T I N G  B Y

N O N - R E S I D E N T S

H B  1 88 r e p e a l s  a n d  r e e n a c t s  A S  1 6 . 0 5 . 4 0 7 .  T h e  b i l l  a l l o w s  a n  A l a s k a  

r e s i d e n t  o v e r  19  y e a r s  o f  a g e  t o  a c c o m p a n y  h i s  o r  h e r  n o n r e s i d e n t  

i n - l a w s  w i t h o u t  a  g u i d e  w h i l e  h u n t i n g  b r o w n  b e a r ,  g r i z z l y  b e a r ,  p o l a r  

b e a r  o r  s h e e p .  U n d e r  e x i s t i n g  l a w ,  t h e  n o n r e s i d e n t  m u s t  b e  r e l a t e d  t o  

t h e  r e s i d e n t  b y  b l o o d  w i t h i n  t h e  s e c o n d  d e g r e e  i n  o r d e r  t o  h u n t  w i t h o u t  

a  g u i d e .  I n  t h i s  b i l l ,  t h e  n o n r e s i d e n t  m u s t  b e  r e l a t e d  i n  t h e  s e c o n d  

d e g r e e  b u t  n o t ^ b y  b l o o d .

T h e  d i f f e r e n c e  b e t w e e n  t h e  o r i g i n a l  a n d  c u r r e n t  v e r s i o n s  are :

1) I n  r e f e r e n c e  t o  i m p o r t i n g  p o l a r  b e a r ,  t h e  l a t e s t  v e r s i o n  r e f e r s  

s p e c i f i c a l l y  t o  " p o l a r  h i d e s  o r  o t h e r  p a r t ' s "  w h i l e  t h e  o r i g i n a l  s i m p l y  

r e f e r s  t o  p o l a r  b e a r s .  - j

2) W i t h  r e s p e c t  t o  v i o l a t i o n s ,  t h e  l a t e s t  v e r s i o n  c i t e s A v i o l a t . i o n  o f  (a) 

o r  (c) g u i l t y  o f  a  f i n e  o f  n o t  m o r e  t h a n  $ 5 , 0 0 0 .  T h e  o r i g i n a l  e m i t s  

r e f e r e n c e  t o  v i o l a t i o n  o f  (c) a n d  s e t s  t h e  f i n e  l i m i t  t o  $ 2 , 5 0 0 .
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♦ a p p l i c a b l e  b y  d e g r e e  t o  a f f i n e s  a s  w e l l  ( t h o s e  c o n n e c t e d  

b y  m a r r i a g e  a s  o p p o s e d  t o  t h o s e  c o n n e c t e d  b y  b l o o d .
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THE LEGISLATURE OF THE STATE OF ALASKA 

THIKfEEKTlI LFniSLMURE

FISCAL NOTE

REQUEST 
Bill/Resolution No. HB 3-88
Title ' An Act relating to big game hunting py nonresiGencs 

Recuested bv Rinestad  Date 2/25/83

II FISCAL DETAIL 
Acency Affected_
Program Category Affected_

Department of Fish and Game

SRU, Program, Or Subprogram(s) Affected r.-^a_________________________ _
(Note: If more than one budget component is affected, s e parate line-item 

amounts and funding for each component in the ana l y s i s  section.)

EXPENDITURES (Thousands of Dollars)

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
S00 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

FY S 3 ’ FY 84 FY 85 FY 86 FY 87 FY 8 5

•

FUNDING (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS .
OTHER (Specify Source)

•

0 0 0 0 0 0

POSITIONS

FULL TIME
PART TIME
TEMPORARY

0 0 0 0 0 0

III. ANALYSIS (See Fiscal Note Preparation Instruction, S e c t i o n  III)

/ ’ /--V- '

... n .T - 2/25/83 PREPARED BY Robert A'. Kir.nan

AGENCY Department of F l T n  ar.c G a m e
O r i o i n a l : Legislative Finance PHONE 465-4190 
C C : ' Budget and Management

Prime Sponsor (First Legislator Kamec) 
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D A T E  I N T R O D U C E D : J ^

R E F E R R A L S :

R E L A T E D  B I L L S  P E N D I N G :

I N I T I A L  R E S E A R C H :

B I L L  S U M M A R Y  C O M P L E T E D

S P O N S O R  C O N T A C T E D  F O R  

B A C K U P  M A T E R I A L S :

S U M M A R Y  B Y  L E G A L  D I V I S I O N :  

D E P T .  O F  L A W  S U M M A R Y :  

F I S C A L  N O T E :

A G E N C Y  R E S P O N S E :

O T H E R  I N T E R E S T E D  S E N A T O R S  O R  

R E P S .  N O T I F I E D :

B A C K G R O U N D  R E S E A R C H :

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

R E S P O N S E S  F R O M  I N T E R E S T E D  P E R S O N S / G R O U P S :

O T H E R  S T A T E  O R  F E D E R A L  P R E C E D E N T S ,  R E G U L A T I O N S ,  L A W S :

H E A R I N G  P R E P A R A T I O N :

C H A I R M A N  B R I E F E D :

S T A F F  M E M O  T O  C O M M I T T E E :

▲
B A C K G R O U N D  M A T E R I A L  D I S T R I B U T E D :  

L I S T  O F  W I T N E S S E S :

D A T E  A N D  P L A C E  S E T :  

T E L E C O N F E R E N C E :  

P S A / P R E S S  R E L E A S E :

S U G G E S T E D  A M E N D M E N T S / C O M M I T T E E  

S U B S T I T U T E S  D R A F T E D :



Offered: 4/19/83
Referred: Rules

Original sponsors: Flood, Ueb.ling 
and Grussendorf

1 IN THE HOUSE

2

3

4

5

BY THE RESOURCES COMMITTEE 

CS FOR HOUSE BILL NO. 256 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - FIRST SESSION 

A BILL

vi

w

6 For an Act entitled: "An Act relating to permits for the development of

natural resources affecting salmon spawning streams 

7 ?n I anc* waters."

v.\ fey BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 16.10.010(3) is amended to read:

11 (3) render the waters inaccessible or uninhabitable for

12 salmon for that purpose without first applying for and obtaining a
AS /b.o£. 'i'JO

13 permit or license from the Department of Fish and Game [ENVIRONMENTAL

14 CONSERVATION]. The application shall set out the name and style of

15 the person or f.oncern, describe the waters and location and state in

16 particular the plans, purpose and inttntion for which the application

17 is made.

18 * Sec. 2. AS 16.10.020 is amended to read:

19 Sec. 16.10.020. GROUNDS FOR PERMIT OR LICENSE If, in the

20 judgment of the Department of Fish and Game [HEALTH AND SOCIAL SERVI-

21 CES] , the purpose of the applicant for the permit or license is to

22 develop power, obtain water for civic, domestic, irrigation, manufac-

23 turing, mining or other purposes tending to develop the natural re-

24 sources of the state, the department may grant the permit or license

25 and may require the applicant to construct and maintain adequate fish

26 ladders, fishways or other means by which fish may pass over, around

27 or through the dam, obstruction or diversion in the pursuit of the

28 propagation or spawning process.

d k

C S H B  2 5 6 ( R e s )
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DEPT . OF ENVIRONMENTAL CONSERVATION /
4 6 5 - 2 6 0 0  /  pouch o  -  JUNEAU m u

'April 4, 1983

Th e  H o n o r a b l e  R i c h a r d  S h u l t z  

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

C o - C h a i r m a n  H o u s e  R e s o u r c e s  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. S h u l t z :

P l e a s e  a c c e p t  t h i s  l e t t e r  as a r e i t e r a t i o n  of DEC's p o s i t i o n  on HB 256 (attached). 

T his d e p a r t m e n t  o b j e c t s  t o  p r o p o s e d  l e g i s l a t i o n  to a m e n d  A S  1 6 . 1 0 . 0 2 0  to read DEC 

i n s t e a d  of DHSS. The p e r m i t t i n g  r e s p o n s i b i l i t y  c o n t a i n e d  in .02 0  m o r e  a p p r o p r i a t e l y  

b e l o n g s  t o  t h e  D e p a r t m e n t  o f  Fis h  a n d  Game an d  c o u l d  e a s i l y  b l e n d  in t o  t h e i r  curr e nt  

T i t l e  16 p e r m i t t i n g  a c t i v i t i e s .

A c c o r d i n g l y  t h i s  d e p a r t m e n t  s u p p o r t s  a m e n d i n g  AS 1 6 . 1 0 . 0 1 0  to read D e p a r t m e n t  of 

F i s h  a n d  G a m e  i n s t e a d  of DE C  an d  a m e n d i n g  A S  1 6 . 1 0 . 0 2 0  to read D e p a r t m e n t  of 

F i s h  and Gam e  i n s t e a d  of DHSS. T his w o u l d  s u p p o r t  t he  i n t e n t  of T i t l e  16.

P l e a s e  feel free to call m e  or R a n d y  B a y l i s s  of n\y s t a f f  (465-2653) w i t h  any 

q u e s t i o n s  y o u  m a y  have on t h i s  p o s i t i o n .  T h a n k  y o u  f o r  y o u r  a t t e n t i o n  to this 

m a t t e r .

S i n c er e l y ,

R i c h a r d  A. Neve 

C o m m i s s i o n e r

cc: B r u c e  Ba k e r ,  DFG

Paddy M c G u i r e ,  DF G 

R a n d y  B a y l i s s



§ 16.10.010§ 16.10.010
com m ercia l p u rp o se s  a n d  b y  th e  A la sk a  e n a c tm e n t (SLA 1959, ch.. 95) m ak in g  it
C on s titu tio n , a r t  V II I , § 15, p rov id in g  t h a t  u n law fu l to  o p e ra te  fish  t r a p s  an d
"n o  ex c lu s iv e r i g h t  o r  sp e c ia l p riv ile g e  o f  p re s c r ib in g  p en a ltie s  th e re fo r . (See AS
fish e ry  sh a ll b e  c re a te d  o r  au th o riz ed  in  th e  16.10.070 —  16.10.110). M e tla k a tla  Ind ian
n a tu ra l w a te r s  o f  th e  s ta t e .” T hey  w e re  C om m unity , A n n e tte  Is la n d  R ese rv e  v.
f u r th e r  m od ified  by  th e  e n a c tm e n t b y  th e  E g a n , S up . C t  Op. N o . 42 (F ile N os.
f i r s t  o ta te  le g is la tu re  o f  a  law  m ak in g  i t  21— 23), 362 P .2d 901 (1961), v ac a ted  and
un law fu l to  e re c t , m oo r o r  m a in ta in  f ish  rem an ded  on o th e r  g ro un d s , 369 U .S . 45 ,8 2
t r a p s  (SLA  1959, ch . 17), a n d  by  a  la te r  S. C t  552, 7 L. E d . 2d 562 (1962).

A rt ic le  11 1 ! - “
1. In te r fe re n c e  w ith  S tre am s  an d  W a te r s  (§§ 16.10.010 —  16.10.055)
2. F ish  T ra p s  an d  O th e r I lleg a l F ish in g  D ev ices (§§ 16.10.060 —  16.10.130)
3. H e r r in g  S paw n  (§§ 16.10.140 —  16.10.173)
4. M ig ra to ry  F ish  an d  She llf ish  (§§ 16.10.180 —  16.10.230)
5. T ra n sp o rta tio n  o f  F ish  an d  She llf ish  (§§ 16.10.240 —  16.10.250) .
6. P u rc h a se  o f  F ish (§§ 16.10.270 — 16.10.296)
7. C om m ercial F ish in g  L oan  A c t (§§ 16.10.300 —  16.10.370)
8. Salm on H a tch e rie s  (§5 16.10.375 —  16.10.475)
9. F ish e rie s  E nh an cem en t Loan P ro g ram  (§5 16.10.500 —  16.10.620)

Article 1. In te rf e rence with S t re ams a nd  Waters.
S e c tio n  •' "  S e c tio n
10. In te r fe re n c e  w ith  sa lm on  sp aw n in g  50. C on s tru c tio n  o f  § § 1 0  —  50 o f  th is

s t  earns and  w a te r s  - c h a p te r
20. G round s f o r  p e rm it o r  license 55. In te r f e re n c e  w ith com m erica! fish in g
30. V iolation o f  5§ 10 —  55 o f  th is  c h a p te r  g e a r

a  m isdem eano r 
40. D isposition o f m oney  rece ived  fo r  fines 

an d  pen a ltie s

t<i v .

(1) obstruct, divert or pollute waters of the state, either fresh or salt, 
utilized by salmon in the propagation of the species, by felling trees or 
t imber i n  those waters,  casting, passing, throwing or damping any tree 
limbs or foliage, underbrush, stumps, rubbish, earth, stones, rock or 
other debris, or passing or dumping sawdust,  planer shavings, or other 
waste or refuse e f  any kind in those waters;

(2) erect a  darn, barricade or obstruction to retard, conserve, impound 
or divert these waters to prevent, re ta rd or interfere with the free 
ingress or egress of salmon into these waters in the natural spawning 
or propagation process;

(3) render the waters inaccessible or uninhabitable for salmon for tha t

set out the name'and style of the person or concern, describe the waters 
and location and sta te in pari cular the plans, purpose and intention for 
which the application is made. (§ 39*2*31 ACLA 1949; am § 12 ch 117 
SLA 1949; am § 6 ch 104 SLA 1971; am § 12 ch 208 SLA 1975)

a.*....
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“  A U l X v i W W V 16.10.055

E f le e t o r  a m e n d m e n t  —  T h e  1975 
am end em n t s u b s t i tu te d  "D e p a r tm e n t o f  
E nv ironm en ta l C on se rv a tio n” fo r
"D e p a r tm e n t o f  H ea lth  an d  Social 
S e rv ic es" a t  th e  end  o f  th e  f i r s t  s e n te n c e  o f

p a ra g ra p h  (3) an d  s u b s t i tu te d  “s e t  o u t” fo r  
“s e t  fo r th "  n e a r  th e  b e g in n in g  o f  th e  
second  sen ten ce  o f  t h a t  p a ra g ra p h .

Am . J u r .  re fe re n c e . —  22 A m . J u r . ,  F ish  
an d  F ish e rie s , § 34 e t  seq .

in the judgmen t  of
    the purpose of  the

applicant fo r  the p e r a ^ “< ^ ^ e n f f l F ? 8 ^ i ^ l 6 p  power, obtain wa te r  for 
civic, domestic, irrigation, manufacturing, mining or other purposes 
tending to develop the na tural resources of the state,  the depar tment 
may g ran t  the permit or license and may require the applicant to 
construct and maintain adequate fish ladders, fishways or other means 
by which fish may pass over, around or through the dam, obstruction 
or diversion in the pu rsui t  of the propagation or spawning process. 
(§ 39-2-32 ACLA 1949; am § 12 ch 117 SLA 1949; am § 6 ch 104 SLA 
1971) '

R ev iso rs 's  n o te  (1962). —  U n d e r AS 
16.05.840 th e  com m issio n e r o f  f ish  and

g am e d e te rm in es  w hen  a  f ishw ay  o r  o th e r 
s im ila r device sho u ld  be co n s tru c te d .

Sec. 16.10.030. Violat ion of  §§ 10 — 55 of  this chap te r  a  
misdemeanor .  A person who violates §§ 10 — 55 of this chapter is guilty 
of a misdemeanor and, upon conviction, is punishable by a  fine of not 
less than $100 nor more t ’ ' n  $500. (§ 39-2-33 ACLA 1949; am § 13 ch 
208 SLA 1976)

E ffe c t o f  am e n d m en t. —  T he 1975 
am endm en t s u b s t i tu te d  "§§ 10 —  55" fo r 
"§§ 10 —  50."

Sec. 16.10.040. Disposi t ion o f  money received fo r  fines and 
penalties. The proceeds of all fines and penalties imposed under §§ 10 
— 50 o f  this chapter shall be paid into the general fund and they shall 
be immediately available for expenditure by the Department  of Fish and 
Game. (§ 39-2-34 ACLA 1949)

Sec. 16.10.050. Cons truc t ion o f  §8 10 — 50 of  this chapter .  Sections 
10 — 50 of this chapter do not affect the vested rights or privileges 
granted by federal s ta tu te  to any person. (§ 39-2-35 ACLA 1949)

Sec. 16.10.055. In te rference with commercial f ishing gear. A 
person who wilfully or  with reckless disregard of the consequences of 
his activity, interferes with or damages the commercial fishing gear of 
another person is guilty of  a  misdemeanor. For the purposes of this 
Bection "interference” meanB the physical disturbance of gea r  which 
results in economic loss or loss of fishing time, and "reckless disregard 
of the consequences” means a lack of consideration for the 
consequences of one’s acts in a manner tha t is reasonably likely to 
damage the property of another. (§ 1 ch 55 SLA 1974)

§ 16.10.060 I

Article
S ec tio n  
60. [R epealed] 
70. F ish  tra p s  uc 

w a te rs  in 
8 0 / F ed era l comj 
90. P en a ltie s foi 

ch ap te r 
100. F ish trap s  

o r  w a te rs

Sec. 16.10, 
Repealed

E d i to r ’s  no te 
derived  from  §

Sec. 16.10, 
state. I t  is u 
floating, pile 
lands, tidela 
prevent the 
ordinarily 
operated in

P u rpo se . —I 
16.10.070 — 
m easu re . Its  o | 
re lie f o f 
fisherm en , to J 
Bupply o f 
com petition in I 
h ad  eve ry  rigl| 
app licab le to 
un less its p o l | 
N ativ es while 
cu rta iled . M et 
A nne tte  Islancf 
Op. No. 42 (Fil| 
(1961), vacat< 
g rounds , 3 6 9 1 
2d 562 (1962).

F ish  trap , 
p rincipally  o f i 
ac ro ss o r p a r t l j

Sec. 16.1-1 
chapter sha 
Stat. 339, 
Alaska, un^ 
other prop 
be held by ]



HB 256  -  RELATING TO PERMITS FOR 
DEVELOPMENT OF SALMON STREAMS

ALASKA DEPARTMENT OF ENVIRONMENTAL CONSERVATION
POS IT ION  PAPER

BEFORE THE HOUSE RESOURCES COMMITTEE 
M a r c h  2 3 ,  1 983

T h i s  d e p a r t m e n t  o b j e c t s  t o  p r o p o s e d  l e g i s l a t i o n  t o  am end  
AS 16-. 10 . 0 2 0  t o  r e a d  DEC I n s t e a d  o f  DHSS ,  b a s e d  u p o n  t h e  
f o l l o w i n g  r e a s o n i n g :

1 .  P a s s a g e  w o u l d  r e s u l t  I n  d u p l i c a t i o n  o f  e x i s t i n g  
p e r m i t  f u n c t i o n s  I n  t h e  D e p a r t m e n t  o f  F i s h  a n d  Game
CAS 1 8 . 0 5 . 8 9 0 - 8 7 0 )  . '

2 .  T h i s  s e c t i o n  I s  m o r e , h a b i t a t  o r  e n h a n c e m e n t -  
o r i e n t e d  t h a n  w a t e r  q u a l i t y .

3 .  DFSG s t a f f  a g r e e  t h a t  t h e  p e r m i t t i n g  r e s p o n s i ­
b i l i t i e s  c o n t a i n e d  I n  t h e s e  tw o  s e c t i o n s  c o u l d  b e  e a s i l y  
b l e n d e d  I n t o  D F S G ' s  c u r r e n t  T i t l e  16 p e r m i t t i n g  a c t i v i t i e s .

T h e  d e p a r t m e n t  d o e s  s u p p o r t  a m e n d i n g  AS 1 6 . 1 0 . 0 1 0  t o  r e a d  
D e p a r t m e n t  o f  F i s h  a n d  Game I n s t e a d  o f  DEC a n d  a m e n d i n g  
AS 1 6 . 1 0 . 0 2 0  t o  r e a d  D e p a r t m e n t  o f  F i s h  a n d  Game I n s t e a d  o f  
DHSS. T h i s  w o u l d  s u p p o r t  t h e  I n t e n t  o f  T i t l e  16 a n d  
m i n i m i z e  I m p l e m e n t a t i o n  c o s t s .

R i c h a r d  A .  N e v e '  
C o m m I s s I  o n e r

J



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

Pi 1 l / R e s o l u t 1 o n  No. :  H o u s e  Bill 25 6  A g e n c y  A f f e c t e d :  A P E C  ___________________

T it le :  P ermi t s  for D e v e l o p , of S a l m o n  S t r eams P r o g r a m  C a t e g o r y  A f f e c t e d : E n v . Conserv. 

S p o n s o r : M o o d ,  U e h l i n g  and G r u s s e n d o r f  

Requestor:_____________________________________
BR U ,  P r o g r a m  o f  S u b p r o g r a m ^ ) A f f e c t e d :  

EQQ, W a t e r  P o l l u t i o n  Control, D r i n k i n g  Water

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

FY  8 3 FY 84 FY 85 FY 8 6 F Y  87 FY 88
O P E R A T I N G

l 6 0  P E R S O N A L  S E R V I C E S 0 . 3 1 2 , 6 312. fi . 3 12.6 312.6 3 1 2 . 6
2 0 0  T R A V E L 0 22.5 23.0 23.5 24.0 24.5
*300 C O N T R A C T U A L  ‘ 0 14.7 14.7 15.2 15.2 1 5 . 7
4 0 0  C O M M O D I T I E S 0 3.5 3.5 4.0 4.0 4.5

5 0 0  E Q U I P M E N T 0 4.2 4.2 0 0 0
6 0 0  L A N D  & S T R U C T U R E S 0 0 0 0 0 0
7 0 0  G R A N T S ,  C L A I M S ,  E T C  ■ 0 0 0 0 0 0

t o T A L  O p e r a t i n g 0 3 57.6 3 58.0 3 5 5 . 3 355.8 3 57.3

WTTAT
R E V E N U E

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

‘•III. S O U R C E  O F  F U N D S  T O  O F F S E T  F I S C A L  I M P A C T  O F  B I L L : 

I n c r e a s e d  g e n e r a l  f u n d s  a p p r o p r i a t i o n

IV. A N A L Y S I S :  . A t t a c h  a s e p a r a t e  p a g e  f o r  a n y  A n a l y s i s  

P r e p a r e d  By: V & A z :  /

GENERAL FUND 3 * 7  :>' j r r r .  3 3 j r ? , 3

FEDERAL FUNDS 0 0 0 0 0 ..........  0
OTHER (Specify Source) • 0 0 0 0 0 0

POSITIONS:
F U L L - T I M E 0 7 7 7 7 7

PART-TIME * 0 0 • 0 0 . 0 0

TEMPORARY 0 0 0 0 0 0

.

D i v i s i o n :  Enviro n m e n t a l  Q u a l i t y  M a n a g e m e n t

*  Q

P h o n e : 4 6 5 - 2 6 4 0  ,

S / > 3 / *  3Date:

Approved by Commi s s i one r : //u. £r> y Date: 3 / 2 3 / / ,3
Department: rv/i /-/•_.(' ( . . * , ' /»// . ■■•>____________

D istribution :
Original to Leg islative Finance
Copy fa QfffaS Qf H anappnt and (fQr Legislature introduced b i l l s )  •
Copy to Department (fo r Governor Introduced b i l l s )
Copy to Sponsor
Copy to Requestor ( i f  d ifferent from Sponsor) 3/8/83
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S T A T E  OF A L A S K A  1384 LEGIS 

OUSE EESOUHCES COMMITTEE FI S C A L  N OT E

JAN I 4 RECD
I. R E Q U E S T  II,

B i l l / R e s o l u t i o n  No.: c s h b  256_____________ »>3— ^ gh a_
Title: P e r m i t s  f n r  npvp inpmpn t -  n-F q<-rcame P r o g r a m  C a t e g o r y  A f f e c t e d  

S p o nsor: H n n s p  • R o q n n r r p c ;  r n m m - i  f f  o o  

R e q u e s t o r ^

"[Revision Date:AjnvpTT)hPr. -icqt 

F I S C A L  D E T A I L

A g e n c y  A f f e c t e d :  p,-e>, r
a m a -

BRU, P r o g r a m  o f  S u b p r o g r a m T s ^ ^ f f e c t e d l

D at e  o f  R e q u e s t ^

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  Do!' ars)

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

O P E R A T I N G

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

2 0 0  T R A V E L

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

4 0 0  C O M M O D I T I E S

5 0 0  E Q U I P M E N T

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

7 0 0  G R A NT S ,  CLAI M S ,  ETC .

T O T A L  O P E R A T I N G 0 0 O O O 0

C A P I T A L

R E V E N U E

UNDING: ( T h o u s a n d s  of D o l l a rs )

G E N E R A L  F U N D

F E D E R A L  F UN D S

O T H E R  ( S p e c i f y  Sour c e )

T O T A L

POSITIONS:

F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

T O T A L **

III. S O U R C E  OF F U N D S  TO O F F S E T  FI S C A L  IMP AC T  O F  BILL:
&  SUBSET

U Q V  0 0 W B 3

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p ag e  f o r  any A n a l y s i s

BUDGET REViEW

P r e p a r e d  By: B e v e r l y  Rpaunip_________________________________________ Phone: nr . - - / n o n
D iv i s i o n : A d m i n i s t r a t i o n      D a t e :_______________

Date:A p p r o v e d  by C o m m i s s i o n e r :  , h ............... ........ . ....

D e p a r t m e n t : ______ Fish a m i  n.-imfi----"------------------------------   ' /

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

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

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

Cop y to D e p a r t m e n t  (for G o v e r n o r  i n t r o d u c e d  bills)
Cop y to S p o n s o r
C o p y  to R e q u e s t o r  (if d i f f e r e n t  f r o m  S p o n s o r ) 9 / 1 4 / 8 3



B I L L  S U M M A R Y

CS HB 256 (Resources) - A N  A C T  R E L A T I N G  T O  P ER M I T S  FOR TH E  D E V E L O P M E N T  OF N A T U R A L

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

S p o n s o r :  Flood, U eh l i n g ,  G r u s s e n d o r f

S e c t i o n  1: A p p l i c a t i o n  and o b t a i n i n g  a permit, w h i c h  all o ws  f o r  the i n t e r f e r e n c e

o f  th e  s p aw n i n g  or p r o p a g a t i o n  p r oc e s s  of sa l m o n  in s ta t e  w a t e r s ,  is 

t r a n s f e r r e d  f r o m  the D e p a r t m e n t  o f  E n v i ronmental C o n s e r v a t i o n  to the 

D e p a r t m e n t  o f  Fish and Game.

S e c t i o n  2: J u d g e m e n t s  m a d e  in d e t e r m i n i n g  if the a p p l i c a n t ' s  us e  o f  the p e r m i t  or

l i c e n s e  c o n f o r m s  w i t h  the e x c e p t i o n s  a l l o w e d  by law is t r a n s f e r r e d  f ro m

the D e p a r t m e n t  o f  He a l t h  and Social S e r v i ce s  to the D e p a r t m e n t  o f  Fish

and Game.

For the p u r p os e s  of s i m p l i f y i n g  the p e r m i t t i n g  process, the original bill t ransferred 

a u t h o r i t y  u n d e r  s e c t i o n s  1 and 2 to the D e p a r t m e n t  of E n v i ronmental Co n s e r v a t io n .  

Du r i n g  the h e ar i n g  process, DEC took  the po s i t i o n  that the f u n c t i o n s  w o u l d  be m or e

a p p r o p r i a t e l y  handled by Fish and Game. Fish and Game agreed.

In S e c t i o n  2, Fish and G a m e  have, for the p a s t  ten y e a r s  or so, been p e r f o r m i n g  the

c o n f o r m i t y  e v a l u a t i o n s  w i t h o u t  d i r e c t  legal a u t h o ri z a t i o n .  This s e c t i o n  le g a l i z e s

t he r e s p o n s i b i l i t y  t h e y ' v e  been a s s u m i n g  for the D e p a r t m e n t  of  H e a l t h  and Social 

Services.
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Sec. 16.10.010. In terfe rence w ith salm on spaw ning  stream s 
and  w aters. A person may not

(1) obstruc., divert or pollute waters of the state, either fresh or salt, 
utilized by salmon in the propagation of the species, by felling trees or 
timber in those waters, casting, passing, throwing or dumping any tree 
limbs or loliage, underbrush, stumps, rubbish, earth, stones, rock or 
other debris, or passing or dumping sawdust, planer shavings, or other 
waste or refuse of any kind in those waters;

(2) erect a dam, barricade or obstruction to retard, conserve, 
impound or divert these waters to prevent, retard or interfere with the 
free ingress or egress of salmon into these waters in the natural 
spawning or iropagation process;

(3) render lie waters inaccessible or uninhabitable for salmon for 
tha t purpose without first applying for and obtaining a permit or 
license from the Department of Environmental Conservation. The 
application shall set out the name and style of the person or concern, 
describe the waters and location, and state in particular the plans, 
purpose and intention for which the application is made. (8 39-2-31 
ACLA 1949; am § 12 ch 117 SLA 1949; am 8 6 ch 104 SLA 1971; am 
§ 12 ch 208 SLA 1975)

O p in io n s  o f  n t to r n c y  g e n e r a l .  — C o l la te r a l  r e f e r e n c e s .  — 35
T h e re  is no conflic t b e tw een  AS 16.05.870 A m .Ju r .2 d , F ish  and  G am e, §§ 29-37. 
an d  th is  section . M arch 4. 1982. Op. A tt ’y  36A C .J .S ., F ish , §§ 6-46.
Gen.

Sec. 16.10.020. G rounds for perm it o r license. If in the judgment 
of the Department of Health and Social Services, the purpose of the 
applicant for the permit or license is to develop power, obtain water for 
civic, domestic, irrigation, manufacturing, mining or other purposes 
tending to develop the natural resources of the state, the department 
may grant the permit or license and may require the applicant to 
construct and maintain adequate fish ladders, fishways or other means 
by which fish may pass over, around or through the dam, obstruction 
or diversion in the pursuit of the propagation or spawning process.
(8 39-2-32 ACLA 1949; am § 12 ch 117 SLA 1949; am 8 6 ch 104 SLA 
1971)

C ro s s  r e f e r e n c e s . — For pow er o f coin- w hen a  fishw ay  o r o th e r s im ila r  device 
m ission e r o f fisl. nrul g am e to d e te rm in e  shou ld  be con stru c ted , see AS 16.05.840.

Sec. 16.10.030. V iolation of AS 16.10.010— 16.10.055. A person 
who violates AS 16.10.010 — 16.10.055 is guilty of a misdemeanor and, 
upon conviction, is punishable by a fine of not less than $100 nor more 
than $500. (8 39-2-33 ACLA 1949; am 8 13 ch 208 SLA 1975)

§ 16.10.010 A la sk a  S t a t u t e s  § 16.10.030
C o l la te r a l  r e f e r e n c e s .  — E n tra p m en t 

w ith  re spec t to v io la tion  o f fish in g  law s, 75 
ALR2d 709.

Sec. 16.10.040. D isposition of m oney received for fines and 
penalties. The proceeds of all fines and penalties imposed under AS
16.10.010 — 16.10.050 shall be paid into the general fund and they 
shall be immediately available for expenditure by the Department of 
Fish and Game. (8 39-2-34 ACLA 1949)

Sec. 16.10.050. C onstruction  o f AS 16.10.010 — 16.10.050. AS
16.10.010 — 16.10.050 do not affect the vested rights or privileges 
granted by federal statute to any person. (8 39-2-35 ACLA 1949)

Sec. 16.10.055. In terfe rence  w ith  com m ercial fishing gear. A 
person who wilfully or with reckless disregard of the consequences, 
interferes with or damages the commercial fishing gear of another 
person is guilty of a misdemeanor. For the purposes of this section 
"interference" means the physical disturbance of gear which results in 
economic loss or loss of fishing time, and "reckless disregard of the 
consequences” means a lack of consideration for the consequences of 
one’s acts in a manner tha t is reasonably likely to damage the property 
of another. (8 1 ch 55 SLA 1974)

8 16.10.040 F ish  a n d  G a m e  8 16.10.070

A rticle 2. F ish T rap s  and  O ther Illegal Fishing Devices.
Section
70. O pera tio n  o f fish tra p s  
80. F ed era l com pact exem p ted  
90. P en a ltie s  for v io la tion  o f AS 16.10.070 
100. E rection  o f fish tra p s  p ro h ib ited  on 

land  o r w a te r  owned by s ta te  
110. P en a ltie s  for v io la tion  o f AS 

16.10.100

S e c tio n
120. U se o f d rum  o r reel in operu tion  of 

p u rse  se in e
125. U se o f te rm in a tio n  dev ice on 

she llf ish  and  bottom  fish pot 
requ ired

130. P en a ltie s  for v io lation  o f AS 
16 .10 .120— 16.10.125

Sec. 16.10.060. Prohibition against use o f Fish Imps. I Repealed, 
§ 27 ch 127 SLA 1974.1

Sec. 16.10.070. O peration  of fish traps. Fish traps, including but 
not limited to floating, pile-driven or hand-driven fish traps, may not 
be operated in the state on or over state land, tideland, submerged land, 
or water. This section does not prevent the operation of small 
hand-driven fish traps of the type ordinarily used on river? of the state 
which are otherwise legally operated in or above the mouth of a stream 
or river. (8 1 ch 95 SLA 1959)



as a trophy for monetary gain, including the receiving of the fish or 
game or parts of fish or game for such purposes;

(26) "trapping” means the taking of mammals declared by regu­
lation to be fur bearers;

(27) "vessel” means a floating craft powered, towed, rowed, or 
otherwise propelled, which is used for delivering, landing, or taking 
fish within the jurisdiction of the state, but for the purposes of this 
chapter does not include aircraft;

(28) "visitor” means a nonresident or alien temporarily sojourning 
in the state as a visitor or tourist. (§ 2 a rt I ch 95 SLA 1959; am §8 1 
— 4 ch 131 SLA 1960; am 8 1 ch 21 SLA 1961; am 88 1, 2 ch 102 SLA 
1961; 8 9 art III ch 94 SLA 1959; am 8 23 ch 131 SLA 1960; am 8 1 
ch 160 SLA 1962; am 88 13, 14 ch 31 SLA 1963; am 8 2 ch 32 SLA 
1968; am 8 3 ch 73 SLA 1970; am 8 1 ch 91 SLA 1970; am 8 4 ch 110 
SLA 1970; am 8 1 ch 90 SLA 1972; am 8 5 ch 82 SLA 1974; am 88 26, 
82 ch 127 SLA 1974; am 88 18 — 20 ch 206 SLA 1975; am 8 12 ch 105 
SLA 1977; am 88 14,15 ch 151 SLA 1978; am 8 1 ch 78 SLA 1979; am 
8 1 ch 24 SLA 1980; 8 4 ch 74 SLA 1982)

R e v is o r 's  n c to . — Reorgan ized  in  1983 
to a lph ab e tiz e  'l ie  defined te rm s.

E ffe c t o f  a m e n d m e n ts . — T he 1979 
am endm en t added "b u t for th e  purposes of 
th is  ch a p te r does not include a irc ra f t"  to 
th e  end o f p re sen t p a ra g rap h  (27),

The 1980 am endm en t added p re sen t 
p a ra g rap h  (8).

T he 1982 am endm en t ndded p re sen t 
p a ra g rap h  (17).

L e g is la t iv e  h is to r y  r e p o r t s .  — For 
repo rt on ch. 32, SLA 1968 (HCSCSSB GO 
am ), see 1968 House J o u rn a l , p. 169. For 
repo rt on ch. 15:7, SLA 1971 (SCSIII5 817 
urn S), see 1974 House J o u rn a l , p. 6G7.

O p in io n s  o f  a t to r n e y  g e n e r a l . — 
P a rag rap h  (14) does no t g ra n t special re s i­
d en t p riv ileg es to m ilita ry  p ersonnel 1964 
Op. A tt 'y  G en ., No. 2.

T erm  "custom ary  tra d e "  as used in defi­
n itio n  o '" su b s is ten ce  u ses” allow s for lim ­
ited  ex 'hnnges for cash  o th e r th a n  for 
p u re ly  personal o r fam ily  consum ption. 
1981 0 |  . A tt 'y  G en., No. 11.

Defini ion o f " sub sis ten ce uses" in te rm s 
o f "cu s l unary  and  tra d itio n a l u ses" o f 
w ild , r t  ncw ab le resou rces re flec ts th e  
eq u a tin g  o f "sub sis ten ce u se" w ith  use by 
ru ra l re siden ts . 1981 Op. A tt’y G en ., No. 
11.

N O T E S  T O  D E C IS IO N S

F o r  c o n s t r u c t i o n  o f  " c o m m e r c i " 1 C ite d  in  S ta r ry  v. H orace M nnn Ins. Co.,
f i s h e rm a n "  u n d e r  f o rm e r  law , see S up  C t. Op. No. 2G48 (F ile No. 6472), 649 
M artin son  v. M .illa tioy , 12 A ltisku 45 6 ,8 5  P.2d 937 (1982).
F. Stqip. 76 (D . A laska 1949).

Sec. 16.05.950. T itle of the chap ter. This chapter may be cited as 
the Fish and Game Code. (8 1 a r t I ch 94 SLA 1959)

N O T ES  TO  D E C IS IO N S

C h a p t e r  s u p e r s e d e s  f e d e r a l  la w . — 
W hen th e  v a riou s  a r tic le s  o f th e  s ta te  law 
p rov id ing  for th e  adm in is tra tio n , 
m an ag em en t an d  con se rv ation  o f fish and

w ild life becam e effective, nets o f C ongress 
on th o  sam e sub jec t w ere no longer o f any  
force. M e tlak iilla  Ind ian  C om m un ity  v. 
lilgan, Sup. C l. On No 4',’ tF ili

23), 362 P .2d 901 (1961), v ac a ted  an d  
rem anded  on o th e r g round s , 369 U .S. 45, 
82 S. C t. 552, 7 L. Ed. 2d 562 (1962).

T h e re  is no in tim a tio n  in  th e  A la sk a  
S ta tehood  A ct o f a n  in te n t  t h a t  a n y  U n ited  
S ta te s  a d m in is tra tio n  u n d e r th e  com m er­
cia l f ish e ry  law s be ca rr ied  o u t aR e r th e  
s ta te  h ad  been ce rtified  os cap ab le  o f its  
own m an ag em en t. M e tla k a tla  In d ian  
C om m un ity , A n n e tte  Is la n d  R ese rv e  v. 
E g an , Sup . C t. Op. No. 42 (F ile  N os. 21— 
23), 362 P .2d  901 (1961), v aca ted  an d  
rem anded  on o th e r g rounds , 369 U .S. 45, 
82 S. C t. 552, 7 L. Ed. 2d 562 (1962).

U pon A la sk a 's  adm ission  on  J a n u a r y  3, 
1959, th e  A la sk a  g am e law s a n d  ac ts  
re g u la t in g  com m ercia l f ish e r ie s  a s  " te r ­
ri to r ia l law s,” co n tin ued  in  force, b u t w ere 
modified by O rd in an ce  No. 3 o f th e  s ta te  
co n stitu tio n  p ro h ib it in g  th e  u se  o f fish

tr a p s  for th e  ta k in g  o f sa lm on  Tor com m er­
cial pu rposes an d  by th e  A la sk a  C o n s titu ­
tion , a r t .  V III, § 15, p rov id ing  th a t  "no 
exc lusive r ig h t o r specia l p riv ileg e of 
fish e ry  sh a ll be c re a ted  o r au th o riz ed  in  
th e  n a tu ra l w a te rs  o f th e  s ta te .” T hey  w ere 
fu r th e r  modified by th e  en a c tm en t by th e  
f i r s t s ta te  le g is la tu re  o f a  law  m ak in g  i t  
u n law fu l to  e rec t, m oor o r m a in ta in  fish 
tra p s  (SLA 1959, ch. 17), and  by a  la te r  
e n a c tm en t (SLA 1959, ch. 95) m ak in g  i t  
u n law fu l to  o p e ra te  fish  tr a p s  and  
p re sc r ib in g  p en a ltie s  th e re fo r . (See AS 
16.10.070 —  16.10.110). M e tla k a tla
In d ian  C om m un ity , A n n e tte  Is la nd  
R eserve v. E gan , S up . C t. Op. No. 42 (F ile 
Nos. 21—23), 362 P.2d 901 (1961), vacated  
and  rem anded  on o th e r g rounds, 369 U .S. 
45, 82 S . C t. 552, 7 L. Ed. 2d 562 (1962).'

Chapter 10. Fisheries and Fishing Regulations.
Article1. In te rfe ren ce  w ith  S tre am s  an d  W a te rs  (§8 16.10.010 — 16.10.055)
2. F ish  T ra p s  an d  O th e r  Illeg a l F ish in g  D evices (SS 16.10.070 — 16.10.130)
3. H e r r in g  Spaw n  (§8 16.10.172 — 16.10.175)4. M ig ra to ry  F ish  an d  S he llf ish  (88 16.10.180 — 16.10.230)
5. T ra n sp o rta tio n  o f F ish  an d  She llf ish  (§8 16.10.240 — 16.10.250)
6. P u rch a se  o f F ish  (88 1G 10.265 — 16.10.296)
7. C om m ercial F ish in g  Loan Act (88 16.10.300 — 16.10.370)
8. Salm on H a tch e r ie s  (88 16.10.375 — 16.10.475)
9. F ish e rie s  E nh an cem en t Lonn P ro g ram  (88 16.10.500 — 16.10.620)

N O T E S  TO  D E C IS IO N S

C ite d  in  S tn te , N .S .E . Regional No. 2488 (F ile Nos. 5065, 5086 ,5142), 646
A uuacu llu rc  A ss 'n  v, A lex, Sup . C t. Op. P .2d 203 (1982).

C o l la te r a l  r e f e r e n c e s .  — 36 C .J .S .,
F ish , 88 13 c t scq ., 26 e t  seq.

Artic le  1. I n t e r f e r e n c e  w i th  S t r e am s  a n d  Waters .
S e c t io n
10. In te rfe ren c e  w ith  sn lm on  spaw n ing  

s tre am s  an d  w a te rs  
20, G round s for p o rin it o r liconso 
30  V io la tion  o f A S 16 .10 .010— 16,10.055 
40 D isposition  o f m oney rece ived  for fines 

an il p en a ltie s

S e c tio n
50. C onstru c tion  o f AS 16.10.010 — 

16.10.050
55. In te rfe ren c e  w ith  cotninoricol fish ing  

g e a r
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IN THE HOUSE BY THE FINANCE COMMITTEE

2d CS FOR SS FOR HOUSE BILL NO. 258 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act establishing a special investment tax credit;

and providing for an effective date."

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

* Section 1. LEGISLATIVE FINDINGS AND INTENT. The legislature finds and 

declares 'chat

(1) there exist areas of the state south of the Arctic Circle in 

which the factors of established population centers, established infrastruc­

ture, access to ice-free ports, and substantial uncommitted reserves of na­

tural gas combine to provide an optimum basis for gas processing development 

for an export market;

(2) devlopment of gas processing facilities in the areas will mini­

mize adverse population and environmental impacts on the other areas of the

state;

(3) development of gas processing facilities in the areas will pro­

mote full and stable employment, promote the creation of export markets for 

the natural energy resources of the state, and promote the long-term develop­

ment of other natural resources in the state;
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(4) it is in the statewide public interest, and is declared to be a 

public purpose, to promote the prosperity and general welfare of all citizens 

of the state by stimulating the development of gas processing facilities in 

such areas;

(5) it is further in the statewide public interest, and is declared 

to be a public purpose, to promote the exploration, drilling of wells, devel­

opment, and mining of minerals and other natural deposits (other than oil and 

gas) in the state, to assist the state by diversifying its economy, to make it' 

less dependent on oil and gas, provide increased employment opportunities and 

provide an incentive for investment in the state; and

(6) the establishment of a special investment tax credit is necessary 

in order to promote and accomplish the objectives listed in (1) - (5) of this 

section.

* Sec. 2. AS 43.20.021(d) is amended to read;

(d) Where a credit allowed under the Internal Revenue Code is also 

allowed in computing Alaska income tax, it is limited to 18 percent for 

corporations of the amount of credit determined for federal income tax 

purposes which is attributable to Alaska. This limitation shall not apply 

to the credits allowed by AS 43.20.036(j) and (k).

* Sec. 3. AS 43.20.036 is amended by adding new subsections to read:

(j) For purposes Df calculating income tax payable under under this 

chapter the taxpayer may apply as a credit against a tax liability 100 

percent of the investment credit allowed as to federel taxes under § 38 of 

the Internal Revenue Code (26 U.S.C. § 38) on the full amount of qualified 

investment put into use south of the Arctic Circ) n in the state for each 

taxable year for gas processing facilities; for thi purposes of this para-
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graph, "gas processing facilities" means plants and facilities for proces­

sing any product, other than crude oil, of an oil or gas well, to produce 

liquefied natural gas, methanol or urea, excluding any pipelines from oil 

and gas wells to any plants and facilities. The amount of credit allowed 

under this subsection shall be subject to the limitations imposed by (b) 

of this section, except that the amount of qualified investment will not 

be limited to the first $20,000,000 of qualified investment. Any credit 

which is allowed under this subsection shall not also be allowed under (b) 

of this section. No credit shall be allowed under this subsection for any 

investment credit which is allowed as to federal taxes for leased property 

by reason of § 168(f)(8) of the Internal Revenue Code (26 U.S.C. §

168(f)(8)).

(k) For purposes of calculating income tax payable under this chapter 

the taxpayer may apply as a credit against a tax liability 100 percent of 

the investment credit allowed as to federal taxes under § 38 of the In­

ternal Revenue Code (26 U.S.C. § 38) on the full amount of qualified in­

vestment put into use in the state for each taxable year for exploration, 

drilling of wells, development, or mining of asbestos, bauxite, block 

steatite talc, celestite, chromite, coal, corundum, fluorspar, graphite, 

ilmenite, kyanite, mica, olivine, peat, quartz crystals (radio grade), 

rutile, sulphur, uranium, zircon, or the ores of the following metals: 

antimony, beryllium, bismuth, cadmium, cobalt, columblum, copper, gold, 

iron, lead, lithium, manganese, mercury, molybdenum, nickel, platinum and 

platinum group metals, silver, tantalum, thorium, tin, titanium, tungsten, 

vanadium, and zinc; for the purpose of this subsection, "mining" has the 

meaning given in § 613(c)(2) of the Internal Revenue Code (26 U.S.C.
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§ 613(c)(2)). The amount of credit allowed under this subsection shall be 

subject to the limitations imposed by (b) of this section, except that the 

amount of qualified investment will not be limited to the first 

$20,000,000 of qualified investment. Any credit which is allowed under 

this subsection shall not also be allowed under (b) of this section. 

Credit shall not be allowed under this subsection for any investment cred­

it which is allowed as to federal taxes for leased property by reason of § 

168(f)(8) of the Internal Revenue Code (26 U.S.C. § 168(f)(8)).

* Sec. 4. This Act applies to qualified investments made after December 31, 

1983 and before January 1, 1990.

* Sec. 5. This Act takes effect immediately in accordance with AS 

01.10.070(c).
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B E T T Y E  F A H R E N K A M P ,  C h a i rm a n
R O B E R T  H. Z IE G L E R ,  S R . .  V i c e  C h a i rm a n
D IC K  E L IA S O N
PA U L  F I S C H E R
V IC  F IS C H E R
BO B  M U L C A H Y
A R L IS S  S T U R G U L E W S K I

S e n a t e

Committee on Resources

p o u c h  v
ST A TE  C A P IT A L  

J U N E A U ,  A L A S K A  99811 
(907) 465-3834 
(907) 465-3835

M E M O

T o :  S e n a t e  R e s o u r c e s  C o m m i t t e e

F r o m :  S e r i a t e  R e s o u r c e s  S t a f f

D a t e :  M a y  1 5 ,  1 9 8 3

S u b j e c t :  H B  2 5 8

A t t a c h e d  i s  a  p r o p o s e d  S e n a t e  R e s o u r c e s  C o m m i t t e e  S u b s t i t u t e

f o r  H B  2 5 8  w h i c h  e s t a b l i s h e s  a  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t .

T h e  m a i n  p r o v i s i o n s  o f  t h e  p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  a r e :

(1) A  s p e c i a l  s t a t e  i n v e s t m e n t  t a x  c r e d i t  i s  a l l o w e d  f o r  g a s  

p r o c e s s i n g  p r o j e c t s .  T h i s  s p e c i a l  c r e d i t  w i l l  b e  e q u a l  

t o  1 0 0 %  ( c u r r e n t l y  1 8 % )  o f  t h e  f e d e r a l  i n v e s t m e n t  t a x  

c r e d i t .  T h i s  c r e d i t  w i l l  b e  a l l o w e d  o n  t h e  f i r s t  $ 2 5 0  

m i l l i o n  o f  q u a l i f i e d  i n v e s t m e n t  i n  t h e  s t a t e .

(2) A  s p e c i a l  s t a t e  i n v e s t m e n t  t a x  c r e d i t  i s  a l l o w e d  f o r  

e x p l o r a t i o n ,  d r i l l i n g  o f  w e l l s ,  d e v e l o p m e n t  a n d  m i n i n g  o f  

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

e q u a l  t o  1 0 0 %  o f  t h e  i n v e s t m e n t  t a x  c r e d i t .  T h e  c r e d i t  

w i l l  b e  a l l o w e d  o n  t h e  f i r s t  $ 2 5 0  m i l l i o n  o f  q u a l i f i e d  

i n v e s t m e n t  i n  t h e  s t a t e .

(3) T h e  f u l l  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t  w i l l  b e  a l l o w e d  o n  

t h e  f i r s t  o n e  m i l l i o n  d o l l a r s  o f  s t a t e  l i a b i l i t y .  O n  

a m o u n t s  i n  e x c e s s  o f  o n e  m i l l i o n  d o l l a r s  i n  s t a t e  t a x  

l i a b i l i t y ,  5 0 %  o f  t h e  c r e d i t  c a n  b e  u s e d  t o  o f f s e t  s t a t e  

c o r p o r a t e  t a x  l i a b i l i t y .
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W O R K  D R A F T  C O P Y
W O R K  D R A F T  C O P Y W O R K  D R A F T  C O P Y

D R A F T

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  e s t a b l i s h i n g  a  s p e c i a l

i n v e s t m e n t  t a x  c r e d i t ;  a n d  p r o v i d i n g  

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

s

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

* S e c t i o n  1.  L E G I S L A T I V E  F I N D I N G S  A N D  I N T E N T .  T h e  

l e g i s l a t u r e  f i n d s  a n d  d e c l a r e s  t h a t

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

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

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

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

s t a t e ;

(2) i t  i s  i n  t h e  s t a t e w i d e  p u b l i c  i n t e r e s t ,  a n d  i s  

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

g e n e r a l  w e l f a r e  o f  a l l  c i t i z e n s  o f  t h e  s t a t e  b y  s t i m u l a t i n g  t h e  

d e v e l o p m e n t  o f  g a s  p r o c e s s i n g  f a c i l i t i e s  i n  t h e  s t a t e ;

(3) i t  i s  f u r t h e r  i n  t h e  s t a t e w i d e  p u b l i c  i n t e r e s t ,  a n d  

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

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

n a t u r a l  d e p o s i t s  ( o t h e r  t h a n  o i l  a n d  g a s )  i n  t h e  s t a t e ,  t o  a s s i s t  

t h e  s t a t e  b y  d i v e r s i f y i n g  i t s  e c o n o m y ,  t o  m a k e  i t  l e s s  d e p e n d e n t  o n  

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

a n  i n c e n t i v e  f o r  i n v e s t m e n t  i n  t h e  s t a t e ;  a n d

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

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

l i s t e d  i n  (1) -  (3) o f  t h i s  s e c t i o n .

*  S e c .  2. A S  4 3 . 2 0 . 0 2 1 ( d )  i s  a m e n d e d  t o  r e a d :
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(d) W h e r e  a  c r e d i t  a l l o w e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  

C o d e  i s  a l s o  a l l o w e d  i n  c o m p u t i n g  A l a s k a  i n c o m e  t a x ,  i t  i s  l i m i t e d  

t o  1 8  p e r c e n t  f o r  c o r p o r a t i d n s  o f  t h e  a m o u n t  o f  c r e d i t  d e t e r m i n e d  

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

T h i s  l i m i t a t i o n  s h a l l  n o t  a p p l y  t o  t h e  c r e d i t s  a l l o w e d  b y  A S  

* 3 . 2 0 . 0 3 6 ( j )  a n d  ( k ) . s

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

r e a d :

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

t h i s  c h a p t e r  t h e  t a x p a y e r  m a y  a p p l y  p e r  t a x a b l e  y e a r  a s  a  c r e d i t

a g a i n s t  a  t a x  l i a b i l i t y  1 0 0  p e r c e n t  o f  t h e  i n v e s t m e n t  c r e d i t

a l l o w e d  a s  t o  f e d e r a l  t a x e s  u n d e r  I n t e r n a ]  R e v e n u e  C o d e  S e c t i o n

3 8 ( 2 6  U . S . C .  3 8 )  o n  t h e  f i r s t  $ 2 5 0  m i l l i o n  o f  q u a l i f i e d  i n v e s t m e n t

O '

p u t  i n t o  u s e  i n  t h e  s t a t e  f o r A g a s  p r o c e s s i n g  p r o j e c t .  F o r  t h e

|l
p u r p o s e s  o f  t h i s ,  " g a s  p r o c e s s i n g  p r o j e c t  m e a n s  t h e  i n t e g r a t e d  

p l a n t ,  f a c i l i t i e s  a n d  e q u i p m e n t ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  

f a c i l i t i e s  a n d  e q u i p m e n t  u s e d  f o r  c o n d i t i o n i n g ,  e x t r a c t i o n ,  

f r a c t i o n a t i o n ,  s t ^ . a g e ,  h a n d l i n g  a n d  p o l l u t i o n  c o n t r o l ,  f o r  

p r e p a r a t i o n  o f  c o n s u m e r  o r  t r a n s p o r t a t i o n  gas,, o r  f o r  p r o c e s s i n g  

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

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

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

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

p r o d u c t s ,  b u t  e x c l u d i n g  a n v  p i p e l i n e s  f r o m  o i l  a n d  g a s  w e l l s  t o  o r  

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

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

o f  t h i s  s e c t i o n ,  e x c e p t  t h c . t  t h e  a m o u n t  o f  q u a l i f i e d  i n v e s t m e n t  

w i l l  r o t  b e  l i m i t e d  t o  t h e  f i r s t  $ 2 0 , 0 0 0 , 0 0 0  o f  q u a l i f i e d  

i n v e s t m e n t  a n d  s h a l l  n e t  b e  s u b j e c t  t o  t h e  l i m i t a t i o n  i m p o s e d  b y  A S

-  2 -
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4 3 . 2 0 . 0 2 1 ( d ) .  N o  c r e d i t  s h a l l  b e  a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  f o r  

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

l e a s e d  p r o p e r t y  b y  r e a s o n  o f  s e c t i o n  1 6 8 ( f ) (8) o f  t h e  I n t e r n a l  

R e v e n u e  C o d e  ( 2 6  U . S . C .  1 6 8 ( f ) ( 8 ) .

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

t h i s  c h a p t e r  t h e  t a x p a y e r  m a y  a p p l y  p e r  t a x a b l e  y e a r  a s  at- c r e d i t  

a g a i n s t  a  t a x  l i a b i l i t y  1 0 0  p e r c e n t  o f  t h e  i n v e s t m e n t  c r e d i t  

a l l o w e d  a s  t o  f e d e r a l  t a x e s  u n d e r  I n t e r n a l  R e v e n u e  C o d e  S e c t i o n  3 8  

( 2 6  U . S . C .  3 8 )  o n  t h e  f i r s t  $ 2 5 0  m i l l i o n  o f  q u a l i f i e d  i n v e s t m e n t  

p u t  i n t o  u s e  f o r  a  p r o j e c t  i n  t h e  s t a t e  f o r  e a c h  t a x a b l e  y e a r  f o r  

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

m i n e r a l s ,  w e l l s  a n d  o t h e r  n a t u r a l  d e p o s i t s  l i s t e d  i n  S e c t i o n  6 1 3 ( b )  

o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  6 1 3  ( b ) ); f o r  t h e  p u r p o s e  

o f  t h i s  s u b s e c t i o n ,  " m i n i n g "  h a s  t h e  m e a n i n g  g i v e n  i n  S e c t i o n  

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

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

t h e  l i m i t a t i o n s  i m p o s e d  b y  (b) o f  t h i s  s e c t i o n ,  e x c e p t  t h a t  t h e  

a m o u n t  o f  q u a l i f i e d  i n v e s t m e n t  w i l l  n o t  b e  l i m i t e d  t o  t h e  f i r s t  

$ 2 0 , 0 0 0 , 0 0 0  o f  q u a l i f i e d  i n v e s t m e n t  a n d  s h a l l  n o t  b e  s u b j e c t  t o  t h e  

l i m i t a t i o n  i m p o s e d  b y  A S  4 3 . 2 0 . 0 2 1 ( d ) .  C r e d i t  s h a l l  n o t  b e  a l l o w e d  

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

t o  f e d e r a l  t a x e s  f o r  l e a s e d  p r o p e r t y  b y  r e a s o n  o f  S e c t i o n  1 6 8 ( f ) ( 8 )  

o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  1 6 8  (f) ( 8 ) ) .

* S e c .  4.  T h e  c r e d i t  a p p l i e d  u n d e r  s u b s e c t i o n s  (j) a n d  (k) 

s h a l l  b e  a p p l i e d  a s  f o l l o w s :  (a) t o  a n  a m o u n t  o f  u p  t o  o n e  h u n d r e d

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

(b) t o  a n  a m o u n t  n o t  i n  e x c e s s  o f  5 0  p e r c e n t  o f  t h e  t ix l i a b i l i t y  

i n  e x c e s s  o f  o n e  m i l l i o n  d o l l a r s .  A n y  u n u s e d  p o r t i o n  o f  t h e . c r e d i t

-  3 -
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s h a l l  s u b j e c t  t o  t h e  c a r r y f o r w a r d  p r o v i s i o n  c o n t a i n e d  i n  S e c t i o n  

4 6  (b) (3) o f  t h e  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  4 6 ( b )  ( 3 ) ) .

* S e e .  5 .  A S  4 3 . 2 0 . 0 3 6  (j) i s  r e p e a l e d  D e c e m b e r  3 1 ,  1 9 9 2 .

* S e c .  6.  T h e  D e p a r t m e n t  o f  R e v e n u e  m a y  p r e s c r i b e  a n d  p u b l i s h  

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

* S e c .  7. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  

w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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CS F O R  S P O N S O R  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 258 (L&C)

S e c t i o n

S e c t i o n

S e c t i o n

S e c t i o n

S e c t i o n

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

1. L e g i s l a t i v e  F i n d i n g s  Sclntent

D i s c u s s e s  the n e e d  for d e v e l o p m e n t  o f  gas p r o c e s s i n g  f a c i l i t i e s  

w e l l  drill i n g ,  d e v e l o p m e n t  a n d  m i n i n g  o f  m i n e r a l s ,  d i v e r s i f i c a t i o n ,  

o f  the e c o n o m y  a n d  the n e e d  for p r o v i d i n g  t a x  i n c e n t i v e s  to 

m e e t  the a b o v e  o b j e c t i v e s .

2. A S  4 3 . 2 0 . 0 2 1  (d) is a m e n d e d  to a d d  th a t  t h e  p r o v i s i o n s  in 

(d) s h a l l  n o t  a p p l y  to the c r e d i t s  a l l o w e d  u n d e r  the n e w  

s u b s e c t i o n s  p r o v i d e d  in S e c t i o n  3 o f  this bill.

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

1. A S  4 3 . 2 0 . 3 6  (j)

- P r o v i d e s  th a t  a t a x p a y e r  m a y  a p p l y  as a c r e d i t  a g a i n s t

a tax l i a b i l i t y ,  100 p e r c e n t  o f  the i n v e s t m e n t  a l l o w e d  as 

f e d e r a l  t a xes o n  the fu l l  a m o u n t  o f  q u a l i f i e d  i n v e s t m e n t  

p ut to u s e  s o u t h  o f  the A r c t i c  C i r c l e  f o r  g a s  p r o c e s s i n g  

f a c i l i t i e s .

- D e f i n e s  gas p r o c e s s i n g  f a c i l i t y

- P r o v i d e s  that the a m o u n t  o f  c r e d i t  a l l o w e d  s h a l l  n o t  be 

s u b j e c t  to l i m i t a t i o n s  i m p o s e d  by (b) ( $ 2 0 , 0 0 0 , 0 0 0 ,  n o t  

c o u n t i n g  air p l o o u t i o n  e q u i p m e n t )  b u t  a n y  c r e d i t  w h i c h  

is a l l o w e d  u n d e r  this s u b s e c t i o n  s h a l l  n o t  a l s o  be 

a l l o w e d  u n d e r  (b) o f  this section.

- A l s o  does n o t  a l l o w  c r e d i t  a l l o w e d  as to f e d e r a l  t a x e s  for 

l e a s e d  p r o p e r t y .

2. S a m e  as above, b u t  a p p l i e s  to e x p l o r a t i o n  a n d  d r i l l i n g

of we l l s ,  d e v e l o p i n g  or m i n i n g  of n a t u r a l  m i n e r a l  d e p o s i t s .

- I d e n t i f i e s  w h e r  d e f i n i t i o n  of m i n i n g  is for the p u r p o s e s  

of this s u b s e c t i o n .

4. P r o v i d e s  the tax y e a r s  a f f e c t e d  u n d e r  this bill.

5. I m m e a i ^ L e  e f f e c t i v e  date.

N O T E * * * * L a n g u a g e  on line 29, p g  2 a n d  line 18, p g  3, s u r e  c o u l d  be 

i m p r o v e d ........
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HB 258 w o u l d  p r o v i d e  a d d i t i o n a l  t a x  c r e d . c s  for gas 
p r o c e s s i n g  f a c i l i t i e s  l o c a t e d  s o u t h  of the A r c t i c  C i r c l e  and 
for d e v e l o p m e n t  of m i n e r a l  p r o s p e c t s  a n y w h e r e  in the s t a t e .

A l a s k a  S t a t u t e s  currei. ;.y p r o v i d e  for a tax c r e d i t  for 

q u a l i f i e d  i n v e s t m e n t s  of 1 . 8 %  of the a m o u n t  I n v e s t e d  up to 
the f i r s t  $20 m i l l i o n  of i n v e s t m e n t  e a c h  yea r .  T h e  p r o p o s e d  
l e g i s l a t i o n  w o u l d  ' n c r e a s e  t h e  p e r c e n t a g e  to 1 0 %  (sa m e  as 
f e d e r a l  tax law) and r e m o v e  the i n v e s t m e n t  c e i l i n g .

Th e  C o m m i t t e e  w i l l  be r e c e i v i n g  t e s t i m o n y  on the bi l l  
f r j m  the D e p a r t m e n t s  of R e v e n u e  and law. T h e i r  t e s t i m o n y  

w i l l  a d d r e s s  s e v e r a l  c o n c e r n s  in the l e g i s l a t i o n .  S o m e  of 
t h e s e  c o n c e r n s  are: the c o n s t i t u t i o n a l i t y  of e x c l u d i n g

d e v e l o p m e n t  a b o v e  the A r c t i c  C i r c l e  f r o m  the i n v e s t m e n t  tax 

b e n e f i t s ;  the l o s s  of S t a t e  r e v e n u e ;  a n d  w h e t h e r  the i n v e s t m e n t  
t a x  c r e d i t  w o u l d  be a s t i m u l u s  to m i n e r a l  a n d  g a s  p r o c e s s i n g  
p r o j e c t s  in the s t a t e .



S T A T E  O F  A L A S K A

D E P A R T M E N T  O F  R E V E N U E  

BILL ANALYSIS 

Sponsor Substitute for House Bill No. 258

Title: An Act establishing a special investment tax credit and providing
for an effective date.

General Effect of Bill: The Bill would create a special investment tax
credit on qualified investments for corporations putting into use gas pro­
cessing facilities south of the Arctic Circle and corporations engaged in the 

exploration, drilling of wells, development, or mining of the natural deposits 

listed in I.R.C. §613(b) south of the Arctic Circle.

Effect on Current Law: Current law provides for an investment credit of 18
percent of the investment credit allowed under the I.R.C. upon the first
$20,000,000 of qualified investment put inti use in the State for each taxable 

year. The new Act; provides that the investment credit allowed for those cor­

porations subject to the Act shall be the full amount of the investment credit 
allowed under the I.R.C. with no limit on tha amount of qualified investment 
credit.

Recommendation of Department: The Department of Revenue recommends a
thorough study of the effects of the Bill be conducted. The study should 

include an analysis of the incentive the Bill will provide to the targeted 
corporations, a review by the Department of Law as to the constitutionality of 
the geographic limitations of the Bill, the projected revenue impacts to the 

State. Current Position of Department: The Department is naturally in

favor of encouraging the best and highest use of the State's resources but 
further analysis of the means proposed in the Bill is required before taking a 
position.

TECHNICAL ASPECTS OF BILL

Section 1: This section of the Bill presents the legislative findings and

intent for the Bill. It is found that the development of gas 

processing facilities south of the Arctic Circle and dneral 
development is in the best of the interests of the State. Sub­

section 6 finds that the establishment of the special investment 

tax credit is necessary in order to promote and accomplish the 
objectives listed in the first five subsections.

Section 2: Section 2 adds a sentence to AS 43.20.021(d) which effectively
states that the Alaska Investment Credit which is normally 

limited to 18% of the credit allowed under the I.R.C. would not 
apply to the special investment credit created in the Bill.

Section 3: Section 3 amends AS 43.20.036 by adding subsection (J). The new
subsection would provide that the amount of investment credit



allowed on qualified investment put into use south of the Arctic 
Circle for gas processing facilities is equal to the full amount 
of the credit under the I.R.C. Whereas the current investment 

credit is limited to the first $20,000,000 of qualified invest­

ment put into use in the State for each taxable year, this sec­

tion would remove that limitation. The section also defines what 
constitutes gas processing facilities.

Section 4: Section 4 is similar to section 3 but applies to corporations
putting into use investments south of the Arctic Circle for 
exploration, drilling of wells, development, or mining of the 

natural deposits listed in §613(b) of the Internal Revenue Code. 

The section again provides for the credit to equal 100% of the 

federal investment credit and removes the limitation of the 
credit being applicable to the first $20,000,000 of qualified 

investment put into use in the State.

Explanation of Changes frees Current law: AS 43.20.021(d) and AS
43.20.036(b) provide for an investment credit equal to 18% of the investment 
credit allowed as to federal taxes under the Internal Revenue Code on the 

first $20,000,000 of qualified investment put into use in the State for each 
taxable year. For example, if a corporation had a qualified investment of 

$25,000,000 during tax year 1983, it would be allowed an investment tax credit 

on the first $20,000,000 of that investment. If the federal credit was 10% of 

the qualified investment, the federal, credit would be equal to $2,000,000 and 
the Alaska credit equal to 10% of that or $360,000. The corporation could 

then apply that credit to its tax liability for 1983 and reduce its tax 
payment to the State.

If the investment credit for the corporation is greater than the tax 
liability before the application of the credit, the corporation can carryback 

the excess credit to each of the 3 prior taxable years preceding the unused 

credit year and carryover the excess credit to each of the 15 years following 

the unused credit year. For example, if the corporation above had a tax lia­
bility to the State of $180,000 for tax year 1983 before the application of
the credit, the credit would completely eliminate the tax due *-o the State and 

leave $180,000 of credit to be carried back or forward and applied to other 
years.

The Bill would remove the limitation that the credit would be limited to 
the first $20,000,000 of qualified investment put into use in the state for 

each taxable year. In addition, the amount of the credit would be equal to
the full amount of the credit allowed as to federal taxes under I.R.C. § 38.

Returning to the example above, the corporation making $25,000,000 of quali­

fied investment in the State in 1983 would be entitled to an investment credit 
of $2,500,000. Again, if the 1983 tax liability prior to the application of 

the credit was $180,000, thu corporation would have $2,320,000 of unused 
credit to carry back and carry forward.

It is important to note that not all of the investment credit given to a 

corporation as a result of t. e Bill would be enjoyed on a dollar for dollar

4/4/83 - 2 - SS HB 258



basis. Corporations enjoy a deduction for State taxes in computing their 
Federal income tax liability. With a tax rate of 46% on taxable income over 

$100,000, 46£ out of every dollar saved in Alaska taxes would go to the

Federal Treasury. Again using the example above, of the $180,000 credit en­
joyed by the taxpayer in 1983, 46% or $82,800 would be paid to the Internal 

Revenue Service.

The Bill would ef a c t i v e l y  increase the investment credit on the first 
$20,000,000 of qualified investment by more than 550%, from ]8% of the Federal 
credit to 100%. It would also allow for the first time, an investment credit 

on qualified investment in any taxable year which exceeds the $20,000,000. 
The fiscal impact of the credit would not be limited to the year in which the 

investment was made, but may have an effect for 3 prior years and 15 subse­

quent years.

Fiscal Impacts Of Bill: The actual fiscal impacts of the Bill are indeter­
minable. The impacts are dependent on corporate decisions regarding business 
investments, the future profitability of raining and gas processing ventures in 

the State and the number of years in which the investment tax credit could be 
applied to reduce tax liabilities.

Legal Ramifications: There are several legal problems with the Bill, both

in its substance and in its drafting. In the area of substance, the Bill has 

a geographic limitation, the new credit will only be available south of the 
Arctic Circle. There would be potential for an equal protection challenge by 

corporations operating North of the Arctic Circle. The rational basis stan­
dard would probably be the standard to be applied in such a challenge and some 

argument could be made in favor of the distinction for gas processing plants 

because of the findings in § 1 of the bill however, no findings or intent are 

supported for the limitat.'.on on the exploration, drilling of wells, develop­

ment and mining of minerals and other natural deposits. The State is cur­

rently involved in litigation with $2.3 billion at stake involving the taxa­
tion of oil producers and pipeline operators under AS 43.21. The plaintiff 

taxpayers challenged that tax on the basis of equal protection. To the extent 
that this Bill would endow a greater benefit on corporations operating south 
of the Arctic Circle a similar equal protection challenge could be expected 

from corporations otherwise oualifying for the credit but making investments 
north of the Arctic Circle.

There are drafting problems in the Bill itself. In SS 3 and 4 the limi­
tations imposed under AS 43.20.036(b' are deemed not to apply to the new cre­
dits. AS 43.20.036(b) contains two limitations: (1) that the investment
credit is only available to the first $20,000,000 of qualified investment; and

(2) that the qualified investment must be put into use in the State. The Bill 
should be amended and the applicable sentences changed to read:

The amount of credit allowed under this subsection shall be subject 

to the limitations imposed by (b) of this section except that the 

amount of qualified investment will not be limited to the first 
$20,000,000.
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The Bill incorporates provisions of the Internal Revenue Code by 
Reference and sometimes problems arise where the Code changes with resulting 
impacts in Alaska law. For example, the natural deposits for which a cor­

poration must explore, drill develop or mine are listed in § 613 (b )  of the 

Internal Revenue Code. That subsection has been amended several times since 

its first enactment and will probably be subject to further amendments. The 
Drafter has cited P.L. 89-809 and P.L. 88-571 as parallel authority, however, 

those Public Laws merely amended § 613 (b )  rather than listed the deposits 

currently in § 6 1 3 ( b ) .  The better alternative would be to list those specific 

deposits which the Bill would encourage the development of through the special 

investment tax credit.

OTHER CONSIDERATIONS AND ALTERNATIVES TO THE BILL

Mining operations in Alaska are subject to three non-federal taxes, the 
Alaska Corporation Ne*- Income Tax (AS 4 3 . 2 0 ) ,  the Alaska Mining License Tax 

(AS 43 .65 )  and local property taxes. A study by the Department of Commerce 

and Economic Development compared the mineral tax structure in Alaska with 
eleven other states. The conclusions were positive: 1) Alaska's tax struc­

ture is average compared with the eleven other states in the study and pro­
vides a relatively attractive tax environment for mining; 2) Alaska's pro­

gressive tax structure is based on net proceeds, superior to gross-proceeds 

types of taxes because tax rates go down as production declines.

In February, 1983, the Resource Development Council, Inc., along with 
the Office of Minerals Development, Alaska Department of Commerce & Economic 
Development, sponsored the International Conference on Coal, M.'.nerals and 

Petroleum. In Carl Portraan's "Executive Summary" for the proceedings of the

conference, after recognizing that Alaska' mining activity was at an all time
high, noted three obstacles to development of mineral deposits. The major 

obstacle to development of mineral deposits is the lact of transportation 

infrastructure. Another problem was that land allocations by the Federal 
government withdrew much of the State's high potential mineral land and

restricted access to other State areas. Taxes were also mentioned, but the 

problems with taxes arose not o u’: of the present tax structure, which was 

found to be reasonable, but out of the fear that mining taxes would be

increased as the mining industry becomes increasingly productive.

Two out of the three concerns mentioned above are in the jurisdiction of 
the Alaska legislature, transportation infrastructure and taxation. Improving 
the transportation infrastructure in the state through the development of more 
and better roads, access to the railroad, marine shipping facilities and air­

ports would benefit and encourage the industry with no leakage to the Federal 

Government such as that created by State tax credits. Improved transportation 
infrastructure also benefits the non-mining sectors because the high costs of 
transportation in the State are borne by every Alaskan who buys anything from 
bubble gum to bulldozers.

There are no current problems with taxation other than the fear that the 
structure might change with the success of mining operations. The non-petro­

leum mineral developers have not been blind to the fact that the severance tax
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rates have increased and there have been changes in the corporation income tax 
since oil was first discovered at Prudhoe Bay. Though the opportunity to 
change tax structures presents itself at each legislative session, persons 
seeking to develop mineral deposits must forecast the future economic climate 
and decide whether the changes can be weathered and the mine remain profi­
table.

A. tax credit, svch as that proposed in the Bill could partially insulate 
the miner to the e::te>it that carryover credits would reduce the liability in 

future years. However, because cf the federal leakage, a tax credit is a 
mixed blessing, providing little more than half of the benefit to the miner 

compared to the cost to the State in lost revenue. Whereas the State has beer 

able to support its operations largely through taxes on the petroleum in­
dustry, oil prices are dropping and current reservoirs are being depleted; 

lost revenues in other tax types correspondingly taken on greater significance.

For the tax years 1978, 1979 and 1980 corporate income taxes on mining 
businesses constituted between 6 1/2% and 10% of the total non-petroleum cor­

porate net income tax collections. In turn, total non-petroleum corporate 
income tax collections were slightly more than 3% of the revenues from petro­

leum corporations. Because revenue estimates based on petroleum production 

are decreasing, the non-petroleum corporations will be contributing a greater 
proportion of total State revenues. In 1980, the mining industry was the 

fifth largest corporate income tax group of taxpayers in the non-petroleum 

sector.

The conclusion of this analysis is that tax benefits granted the non-pe- 
troleura sector should be carefully scrutinized to ensure that the costs to 
State revenue do not exceed total benefits to the State. Other incentive 
mechanisms, such as improvement cf the transportation infrastructure, as 
above, or other incentives, such as thbse described below, should be examined 
to see which alternatives score higher under a cost versus benefit analysis.

One alternative would be a mineral development loan program. State 
funds or bond proceeds could be used to finance mineral development, or for 
that matter, gas processing facilities, without affecting tax revenue. The 

rates could be favorable and would directly benefit the mineral developer 
without Federal leakage. Loan applications could be reviewed within legis­

lative guidelines to encourage the highest and best use of the State's natural 
resources, the interest would partially fund the operation of the program, and 

the developer would enjoy interest deductions for both State and Federal pur­
poses. Either the current or a modified investment credit provision would 

supplement the tax benefits from such a loan program.

Another alternative would be to enact legislation similar to the Alaska 
Industrial Incentive Act, AS 43.25, or adopt industrial incentive tax credits 

such as those previously found in AS 43.26. The advantages of those alterna­

tives over the investment credit approach in the Bill are that the effect on 
revenue to the State would be for a known period of time, and that businesses 

able to benefit from the tax exemptions would be selected by a State agency 
within legislative guidelines which encourage mineral development and con­

struction of gas processing facilities.

4/4/83 -5- SS HB 258



SUGGESTIONS FOR IMPROVING THE PRESENT BILL
/

1. Remove the geographic limitations in 'the Bill. Development of gas pro­

cessing facilities and State resources would be beneficial without re­

gard to the region of development. Major oil companies have raining and 

gas processing interests and would be likely to raise a constitutional 

challenge to a geographic limitation.

2. Either keep the present limit on qualified investment or keep the cur­
rent 18% of the Federal limit on the amount of the credit. The State 
has the potential cf having 19 years of fiscal impact from an investment 

tax credit, the year it arises, 3 prior years and 15 subsequent years. 

Anything to make the impact predictable will aid the budget process.

3. Limit the number of years to which the investment credit could be
carried backward or forward. As stated above, the Internal Revenue Code

provides for 3 years back and 15 forward. A shorter period of time

would be in the State's best interest.

4. Specifically list the minerals which the State wishes to encourage the 
development of rather than refer to the code. For example, the code 
lists gravel in the referenced section; is this a mineral the legisla­

ture wishes to subsidize with an investment tax credit?

5. Research whether the Bill would actually reach the desired results. Is
an investment credit really going to make a difference in development 

decisions?

SUMMARY

This Bill seeks to encourage investing in gas processing facilities and 

certain mining activities south of the Arctic Circle through special invest­

ment tax credits. The special investment tax credits differs from the current 
credit in that there is no limit to the amount of qualified investment and the 

credit is equal to the full amount of the Federal credit. The new credits 
would have fiscal impacts on the tax year in which they aritfa <nd may have an 

effect in 3 prior and 15 subsequent years.

The legislature should explore the actual effectiveness of the proposed 
credit and whether other programs would reach the desired end inore directly 

without such fall-out effects such as Federal leakage and unpredictability of 
future State revenue.
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A n a l y s i s  o f  C S S S H B  2 5 8

The incorporation of th is  expanded cred it  in effect would reduce 
state taxes as a deductible item at the federal level and thus 
increase the federal tax take.

The impact of th is  b i l l  i s  negative to the state in terms of lost 
revenues. The quantitative impact cannot be assessed due to carry 
forward and carry backward provisions which vary from one ex isting 
operation to another. I f  the b i l l  is  intended for new f a c i l i t i e s ,  
the e ffec t  cannot be assessed until they are completed and in 
operation.



Speaker of the House of Representatives Pouch V 
Slate Capilul 

Juneau, Alaska 99811 
(907) 465-3720Official Business

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

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

n e a r  f u t u r e ,  wr: m u s t  b e g i n  t o  d i v e r s i f y  o u r  e c o n o m y  s o  t h a t  

b o t h  s t a t e  g o v e r n m e n t  a n d  l o c a l  e c o n o m i e s  a r e  n o t  s o  h e a v i l y  

d e p e n d e n t  o n  o i l  d e r i v e d  r e v e n u e s .  I h a v e  i n t r o d u c e d  

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

a  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t .  S u c h  a  c r e d i t  w o u l d  a p p l y  

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

t h e  A r c t i c  C i r c l e  a n d  t o  i n v e s t m e n t s  f o r  e x p l o r a t i o n ,  

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

t h r o u g h o u t  A l a s k a .  A  m a j o r  p r i o r i t y  o f  b o t h  m y s e l f  a n d  t h e  

H o u s e  M a j o r i t y  i s  d i v e r s i f i c a t i o n  o f  o u r  e c o n o m y .  I b e l i e v e  

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

a c h i e v i n g  t h a t  g o a l .

C u r r e n t l y  s t a t e  l a w  l i m i t s  t h e  a m o u n t  o f  i n v e s t m e n t  t a x  

c r e d i t  ( I T C )  w h i c h  i s  a l l o w e d  t o  c o r p o r a t i o n s  i n  c o m p u t i m  

t h e i r  A l a s k a  i n c o m e  t a x e s  t o  1 8 %  o f  t h e  a m o u n t  o f  i n v e s t m e n t  

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

S o  w h i l e  t h e  F e d e r a l  I T C  i s  1 0 % ,  t h e  A l a s k a  i n v e s t m e n t  t a x  

c r e d i t  i s  o n l y  1 . 8 % .  C u r r e n t  l a w  a l s o  l i m i t s  r h e  I T C  w h i c h  i s  

a l l o w e d  i n  c o m p u t i n g  A l a s k a  i n c o m e  t a x e s  t o  t h e  f i r s t  $ 2 0  

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

e a c h  t a x a b l a  y e a r .  T h a t  l i m i t a t i o n  w o u l d  b e  r e m o v e d  b y  t h i s  

b i l l .

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

w h i c h  a l s o  q u a l i f y  f o r  t h e  f e d e r a l  c r e d i t .  T h i s  i s  p r i m a r i l y  

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

e q u i p m e n t .



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

t h i n g s  a s  f e a s i b i l i t y  s t u d i e s .  U s i n g  t h e  $ 1  b i l l i o n  Q u a r t z  

H i l l  m i n e  p r o j e c t  f o r  e x a m p l e ,  a  v  -y l i m i t e d  a m o u n t  o f  t h a t  

d e v e l o p m e n t  w o u l d  q u a l i f y  f o r  t h e  t a x  c r e d i t .  B u t  e n o u g h  o f  

a n  i n c e n t i v e  w o u l d  b e  c r e a t e d  t o  a t t r a c t  i n d u s t r y  t o  A l a s k a  

t h a t  c u r r e n t l y  i s  l a c k i n g .

T h e  p r o m o t i o n  o f  e x p l o r a t i o n ,  d e v e l o p m e n t  a n d  m i n i n g  o f  

m i n e r a l s  a n d  o t h e r  n a t u r a l  d e p o s i t s  i n  t h e  s t a t e  w i l l  

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

r e s o u r c e s .  T h i s  l e g i s l a t i o n  w o u l d  a l s o  a c c e l e r a t e  t h e  

d i v e r s i f i c a t i o n  o f  t h e  s t a t e ' s  e c o n o m y  a n d  e m p l o y m e n t  b a s e .

O n e  n e w  a d d i t i o n  t o  t h i s  l e g i s l a t i o n ,  n o t  i n c l u d e d  i n  

t h e  v e r s i o n  w h i c h  p a s s e d  t h e  H o u s e  l a s t  s e s s i o n ,  i s  i n c l u s i o n  

o f  g a s  p r o c e s s i n g  f a c i l i t i e s  S o u t h  o f  t h e  A r c t i c  C i r c l e .

T h e r e  a r e  a r e a s  i n  A l a s k a  w h e r e  e s t a b l i s h e d  i n f r a s t r u c t u r e ,  

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

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

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

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

p r o m o t e  f u l l  a n d  s t a b l e  e m p l o y m e n t  a n d  m i n i m i z e  a d v e r s e  

p o p u l a t i o n  a n d  e n v i r o n m e n t a l  i m p a c t s .

I e x p e c t  t h e  i m p a c t  o n  s t a t e  r e v e n u e s  u p o n  e n a c t m e n t  o f  

t h i s  l e g i s l a t i o n  w o u l d  b e  m i n i m a l .  W h i l e  i n i t i a l l y  t h e r e  

w o u l d  b e  b e  a  s l i g h t  l o s s  o f  r e v e n u e ,  t h e  l o n g  r a n g e  g o a l  t o  

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

p e t r o l e u m  r e l a t e d  r e v e n u e  i n  f u t u r e  y e a r s .  T h e  i n v e s t m e n t  t a x  

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

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

t h e  f u t u r e .  A d d i t i o n a l l y ,  i n v e s t m e n t s  i n  t a r g e t e d  i n d u s t r i e s  

m a y  s u b s t a n t i a l l y  e x p a n d  l o c a l  g o v e r n m e n t s  s a l e s  a n d  p r o p e r t y  

t a x  b a s e s .  I f  t h e  P r u d h o e  b a y  c u r v e  i s  a c c u r a t e ,  a n d  o i l  

r e v e n u e s  b e g i n  t o  d e c l i n e  i n  t h e  l a t e  1 9 8 0 ' s ,  i t  i s  o u r  

r e s p o n s i b i l i t y  t o  p l a n  t o  o f f s e t  t h a t  d e c l i n e .  I a m  

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

w h i c h  h a s  s t a t e d  a  d e s i r e  t o  r e a c h  t h i s  g o a l  a s  w e l l .

# # # # # # #
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F r o m :  R e p .  J o e  H a y e s

S p e a k e r

R e :  H B  2 5 8

S e n a t o r  B e t t y e  F a h r e n k a m p  

S e n a t e  R e s o u r c e s

I h a v e  b e e n  t o l d  t h e  S e n a t e  r e s o u r c e s  c o m m i t t e e  w i l l  h e a r  H B  

2 5 8  r e :  s p e c i a l  i n v e s t m e n t  t a x  c r e d i t  o n  F r i d a y .  M y  s t a f f  h a s  

g i v e n  b a c k u p  o n  t h i s  l e g i s l a t i o n  t o  y o u r  s t a f f .  T h i s  m e m o  i s  

a d d i t i o n a l  m a t e r i a l  t o  b e  c o n s i d e r e d .

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

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

S e n a t e ,  I w i s h  t o  o u t l i n e  m y  o b j e c t i o n s  i n  s e v e r a l  a r e a s .

T h e  D e p a r t m e n t  o f  R e v e n u e  w i s h e s  t o  l i s t  m i n e r a l s  i n  t h e  b i l l  

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

I R S  c o d e  a s  t h e  b i l l  n o w  d o e s .  F o r  t h e  s a k e  o f  u n i f o r m i t y  a n d  

c o n s i s t e n c y  i t  s e e m s  a p p r o p r i a t e  t o  m a i n t a i n  t h e  I R S  c o d e  

r e f e r e n c e  r a t h e r  t h a n  l i s t  m i n e r a l s  s e p a r a t e l y .  I n v e s t m e n t  

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

c o n s i s t e n c y  i n  t a x a t i o n  p o l i c i e s .  I n  t h a t  r e g a r d ,  i t  m a k e s  

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

f e d e r a l  t a x  c r e d i t  t o  a p p l y  t o  a  s t a t e  c r e d i t .  I f  t h e  I R S  

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

t o  t h e  s t a t e ,  i t  w o u l d  b e  a  m i n o r  m a t t e r  t o  t h e n  a m e n d  o u r  

s t a t u t e s .  I t h i n k  i t  m o s t  p r u d e n t  t o  m a i n t a i n  t h e  c u r r e n t  

r e f e r e n c e  a s  t h e  b i l l  d o e s .

I a l s o  h a v e  s o m e  p r o b l e m s  w i t h  a n y  t y p e  o f  a  s u n s e t  

p r o v i s i o n  w h i c h  m a y  b e  p r o p o s e d .  M a n y  d e v e l o p m e n t s ,  

e s p e c i a l l y  i n  m i n i n g  a r e  l o n g  t e r m  p r o j e c t s  o f  3 0  y e a r s  o r  

m o r e .  I t h i n k  a  s u n s e t  c o u l d  d i s c o u r a g e  p o t e n t i a l  i n v e s t m e n t .  

I n v e s t o r s  s h o u l d  n o t  b e  u n d e r  t h e  t h r e a t  o f  a  s u n s e t  

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

i n v e s t m e n t  w a s  o r i g i n a l l y  m a d e .



I f ,  a t  s o m e  t i m e ,  i t  i s  d e t e r m i n e d  t h e  t a x  c r e d i t  i s  n o  

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

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

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

i n c l u d i n g  a  s u n s e t  c l a u s e  w h i c h  c o u l d  s t i l l  c a u s e  u n c e r t a i n t y  

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

A l a s k a n  i n v e s t m e n t .

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

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

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

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

f a c i l i t y  c a n  p r o d u c e  o v e r  o n e  h u n d r e d  b y - p r o d u c t s .  I d o  n o t  

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

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

F i n a l l y ,  t h i s  b i l l  i s  a i m e d  a t  e n c o u r a g i n g  i n v e s t m e n t  a n d  

j o b s  i n  t h r e e  m a j o r  a r e a s . . . c o a l  m i n i n g ,  g e n e r a l  m i n e r a l  

d e v e l o p m e n t  a n d  g a s  p r o c e s s i n g .  T h e s e  a r e a s  w i l l  l i k e l y  

r e s u l t  i n  t h e  g r e a t e s t  n u m b e r  o f  j o b s  i n  A l a s k a .  W h i l e  I a m  

n o t  s p e c i f i c a l l y  o p p o s e d  t o  c r e d i t s  i n  o t h e r  a r e a s ,  I t h i n k  

t h e  b i l l  s h o u l d  b e  r e s t r i c t e d  t o  t h e  a r e a s  i t  n o w  a d d r e s s e s  

a t  t h i s  t i m e .  F u r t h e r  c r e d i t s  s h o u l d  b e  e x a m i n e d  o n  t h e i r  o w n  

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

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  a n d  I e n c o u r a g e  t h e  

c o m m i t t e e ' s  q u i c k  a c t i o n  o n  t h i s  i m p o r t a n t  l e g i s l a t i o n .
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S U B J E C T :  E q u a l  p r o t e c t i o n  a n a l y s i s  o f  H B  2 5 8

T O :  R e p r e s e n t a t i v e  A l b e r t  P .  A d a m s

C h a i r m a n ,  H o u s e  F i n a n c e  C o m m i t t e e  

A t t n :  L o u a n n  C u t l e r

F R O M :  R i c h a r d  C .  F o l t a  /
L e g i s l a t i v e  Counsel__---'i'>'

I h a v e  r e v i e w e d  t h e  " c o n s t i t u t i o n a l i t y  o f  g c  , g r c' p h i c  c l a s s i ­

f i c a t i o n  i n  t h e  i n v e s t m e n t  t a x  c r e d i t  b i l l "  m e m o r a n d u m  b y  

C o o k  I n l e t  R e g i o n ,  I n c . ,  c o n c e r n i n g  t h e  a b o v e  r e f e r e n c e d  

b i l l .  I  c o n c u r  i n  t h e i r  v i e w  t h a t  t h e  p r o p o s e d  l e g i s l a t i o n  

d o e s  n o t  v i o l a t e  t h e  c o n s t i t u t i o n .

T h e  A l a s k a  S u p r e m e  C o u r t  h a s  a  m o r e  r i g o r o u s  e q u a l  

p r o t e c t i o n  r e q u i r e m e n t  t h a n  t h e  U . S .  S u p r e m e  C o u r t ,  a s  

e l i c i t e d  i n  S t a t e  v .  E r i c k s o n , 5 7 4  P . 2 d  1 ( 1 9 7 8 ) ,  a s  

f o l l o w s :

. . . m u s t  l o o k  t o  t h e  p u r p o s e  o f  t h e  s t a t u t e ,  v i e w i n g  

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

r o u n d i n g  i t .  I t  m u s t  b e  d e t e r m i n e d  t h a t  t h i s  p u r p o s e  

i s  l e g i t i m a t e ,  t h a t  i t  f a l l s  w i t h i n  t h e  p o l i c e  p o w e r  o f  

t h e  s t a t e ,  E x a m i n i n g  t h e  m e a n s  u s e d  t o  a c c o m p l i s h  t h e  

l e g i s l a t i v e  o b j e c t i v e  a n d  t h e  r e a s o n s  a d v a n c e d .  T h e r e ­

f o r e ,  t h e  c o u r t  m u s t  t h e n  d e t e r m i n e  w h e t h e r  t h e  m e a n s  

c h o s e n  s u b s t a n t i a l l y  f u r t h e r  t h e  g o a l s  o f  t h e  e n a c t ­

m e n t .  F i n a l l y ,  t h e  s t a t e  i n t e r e s t  i n  t h e  c h o s e n  m e a n s  

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

t i o n a l  r i g h t  i n v a d e d .  .

T h e r e  a r e  f i v e  p u r p o s e s  m e n t i o n e d  f o r  t h e  i n v e s t m e n t  t a x  

c r e d i t  i n  H B  2 5 8 ,  a l l  o f  w h i c h  a r e  l e g i t i m a t e  a n d  p r o p e r .  

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

t o  b e  i n  e f f e c t  o n l y  s o u t h  o f  t h e  A r c t i c  C i r c l e .  A l l  t h e  

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

o x  t h e  A r c t i c  C i r c l e .  I n  m y  o p i n i o n  t h e  f i r s t  p u r p o s e  i s  

c o n s t i t u t i o n a l l y  s u f f i c i e n t  t o  s u s t a i n  t h e  g o a l  o f  t h e



p r o p o s e d  e n a c t m e n t .  T h e  s t a t e  i n t e r e s t  i n  e n c o u r a g i n g  

d e v e l o p m e n t  s o u t h  o f  t h e  A r c t i c  C i r c l e  w h e r e  i c e - f r e e  p o r t s  

a r e  a v a i l a b l e  n e a r  e s t a b l i s h e d  p o p u l a t i o n  c e n t e r s  a p p e a r s  t o  

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

j i n d u s t r i e s  n o r t h  o f  t h e  A r c t i c  C i r c l e .

R C F : 1 j b  

. 1 4 - 0 0 4



TO:

FROM:

Date:

S u b j e c t :

Y o u  h a v e  a s k e d  f o r  a r e v i e w  o f  t h e  c o n s t i t u t i o n a l i t y  o f  a g e o g r a p h i c  d i s t i n c t i o n  
c o n t a i n e d  in  a n  b i l l  d r a f t e d  b y  C IR I  a n d  i n t r o d u c e d  in t h e  A l a s k a  S t a t e  
L e g i s l a t u r e .  T h e  l e g i s l a t i o n  will g r a n t  c e r t a i n  " i v e s tm e n t  t a x  c r e d i t s  t o  t h o s e  
g a s  p r o c e s s o r s  l o c a t e d  s o u t h  o f  t h e  A r c t i c  C i r c l e .  T h e  q u e s t i o n  p r e s e n t e d  i s  
w h e t h e r  t h i s  t y p e  o f  c l a s s i f i c a t i o n ,  b a s e d  on  g e o g r a p h y ,  v i o l a t e s  t n e  U n i t e d  
S t a t e s  o r  A l a s k a  C o n s t i t u t i o n s .

B a s e d  u p o n  a r e v i e w  o f  p e r t i n e n t  f e d e r a l  a n d  s t a t e  a u t h o r i t i e s ,  i t  is my  v i ew  
t h a t  t h e  p r o p o s e d  l e g i s l a t i o n  d o e s  n o t  v i o l a t e  t h e  U n i t e d  S t a t e s  o r  A l a s k a  
C o n s t i t u t i o n s .

I . F e d e r a l  C o n s t i t u t i o n a l  I s s u e s
M

I t  i s  u s e f u l  to  n o t e  a t  t h e  o u t s e t  t h a t  t h e r e  i s  o n e  s i g n i f i c a n t  c o n s t i t u t i o n a l  
p r o v i s i o n  w h i c h  d o e s  n o t  a p p e a r  to  a p p l y  to  t h e  p r o p o s e d  t a x  c r e d i t .  T h e  
U n i t e d  S t a t e s  C o n s t i t u t i o n  p r o v i d e s  t h a t  all t a x e s  l e v i e d  b y  C o n g r e s s  s h a l l  b e  
u n i f o rm  t h r o u g h o u t  t h e  U n i t e d  S t a t e s .  U . S .  C o n s t .  A r t .  1 ,  S e c t i o n  8 .  T h e  
U n i t e d  S t a t e s  S u p r e m e  C o u r t  h a s  c o n s i s t e n t l y  i n t e r p r e t e d  t h i s  r e q u i r e m e n t  to  
m e a n  g e o g r a p h i c  u n i f o r m i t y .  “ K n ow l t o n  v .  M o o r e , 178 U . S .  41 ( 1 9 00 ) ;  S t e w a r d  
v .  D a v i s , 301 U . S .  494 (1938JT U n d e r  t h i s  i n t e r p r e t a t i o n ,  d i s t i n c t i o n s  am o n g  
t h e  s t a t e s  a r e  im p e r m i s s i b l e .  T h u s ,  t h e  U n i t e d  S t a t e s  D i s t r i c t  C o u r t  f o r  t h e  
D i s t r i c t  o f  W yom ing  h a s  r e c e n t l y  h e l d  t h a t  t h e  C r u d e  Oil W ind fa l l  P r o f i t s  T a x  
A c t  o f  1980 is u n c o n s t i t u t i o n a l  b e c a u s e  i t  e x e m p t s  oi l  p r o d u c e d  f r om  n o r t h  o f  
t h e  A r c t i c  C i r c l e .  P t a s v n s k i  v .  U n i t e d  S t a t e s , 82 -2  U STC  P a r a .  9654 ( D . C .  
W y o .  1 982 ) .  T h e  c o u r t  n o t e d  t h a t  a l t h o u g K  r a t i o n a l  j u s t i f i c a t i o n s  f o r  t h e  
e x e m p t i o n  d o  e x i s t ,  t h e  e x e m p t i o n  i s  s p e c i f i c a l l y  f o r b i d d e n  b y  t h e  C o n s t i t u t i o n .  
I n  s h o r t ,  t h e  c o u r t  a p p e a r e d  to  h o l d  t h a t  g e o g r a p h i c  d i s t i n c t i o n s  a r e  p e r  s e  
u n c o n s t i t u t i o n a l .  T h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t  r e c e n t l y  h a s  d e t e r m i n e d  t o  
r e v i e w  t h i s  d i s t i n c t i o n .

I n  l i g h t  o f  t h e s e  p r e c e d e n t s ,  i t  w o u l d  a p p e a r  t h a t  i f  C o n g r e s s  w e r e  to  e n a c t  t h e  
p r o p o s e d  b i l l ,  t h e  bi l l w o u l d  r u n  a s t r o n g  r i s k  o f  b e i n g  h e l d  u n c o n s t i t u t i o n a l .  
T h e  f e d e r a l  u n i f o r m i t y  p r o v i s i o n ,  h o w e v e r ,  b y  i t s  t e rm s  a p p l i e s  o n l y  t o  a c t s  o f  
C o n g r e s s ,  n o t  a c t s  o f  t h e  s t a t e s .  G e n e r a l l y  i t  h a s  b e e n  h e l d ,  f o r  e x a m p l e ,  t h a t  
t h e r e  is n o t h i n g  in  t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n  w h i c h  r e q u i r e s  s t a t e  t a x a t i o n  
t o  b e  u n i f o rm .  S e e  C a rm i c h a e l  v .  S o u t h e r n Coa l  C o . ,  301 U . S .  495 ( 1 9 37 ) .  
T h u s ,  t h e  p r o p o s e d  l e g i s l a t i o n  d o e s  n o t  v i o l a t e  t h e  u n i f o rm i t y  c l a u s e  o f  t h e  
U n i t e d  S t a t e s  C o n s t i t u t i o n .

•

I t  is  a l so  p o s s i b l e  to  a s s e r t  t h a t  t h e  l e g i s l a t i o n  v i o l a t e s  t h e  E q u a l  P r o t e c t i o n  
C l a u s e  o f  t h e  F o u r t e e n t h  A m e n d m e n t .  I t  m i g h t  b e  c o n t e n d e d ,  in o t h e r  w o r d s ,  
t h a t  t h e  p r o p o s e d  l e g i s l a t i o n  im p e rm i s s i b l y  d i s c r i m i n a t e s  a g a i n s t  g a s  p r o c e s s o r s
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l o c a t e d  n o r t h  o f  t h e  A r c t i c  C i r c l e .  T h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t ,  h o w e v e r ,  
h a s  c o n s i s t e n t l y  h e l d  t h a t  w h e r e  s t a t e  " t a x a t i o n  is c o n c e r n e d  a n d  no  s p e c i a l  
r i g h t ,  a p a r t  f r o m  e q u a l  p r o t e c t i o n ,  i s  i m p e r i l e d ,  t h e  S t a t e s  h a v e  l a r g e  l e e w a y  in  
m a k i n g  c l a s s i f i c a t i o n s  a n d  d r a w i n g  l i n e s  w h i c h  in  t h e i r  j u d g m e n t  p r o d u c e
r e a s o n a b l e  s y s t e m s  o f  t a x a t i o n . "  L e h n h a u s e r  v .  L a k e  S h o r e  A u t o  P a r t s , 410
U . S .  356 ( 1 9 7 3 ) ;  S t a t e  B o a r d  o f  T a x  C om m ‘r s  o f  I n d i a n a  v .  J a c k s o n ,  283 U . S .  
527 ( 1 9 3 1 ) .  T h e  a p p r o p r i a t e  t e s t  t o  b e  a p p l i e d  t o  s t a t e  t a x a t i o n  s c h e m e s  is 
w h e t h e r  t h e  s t a t e  c l a s s i f i c a t i o n  h a s  a " r a t i o n a l  b a s i s "  o r  w h e t h e r  i t  is " p a l p a b l y  
a r b i t r a r y "  o r  " c a p r i c i o u s . "  k l .  I f  " a n y  s t a t e  o f  f a c t s  r e a s o n a b l y  c a n  b e  
c o n c e i v e d "  t o  j u s t i f y  a c l a s s i f i c a t i o n ,  t h e  C o u r t  will  s u s t a i n  i t .

A p p l y i n g  t h e  f o r e g o i n g  p r i n c i p l e s  t o  t h e  p r o p o s e d  l e g i s l a t i o n ,  i t  a p p e a r s  t h a t  
t h e  S u p r e m e  C o u r t  w o u l d  u p h o l d  t h e  c l a s s i f i c a t i o n .  A l t h o u g h  n o t  in t h e  c o n t e x t  
o f  a  t a x a t i o n  c a s e ,  t h e  S u p r e m e  C o u r t  h a s  s p e c i f i c a l l y  s t a t e d  t h a t  t h e  " E q u a l  
P r o t e c t i o n  C l a u s e  r e l a t e s  t o  e q u a l i t y  b e t w e e n  p e r s o n s  a s  s u c h  r a t h e r  t h a n  
b e t w e e n  a r e a s  . . . .  T e r r i t o r i a l  u n i f o r m i t y  is n o t  a c o n s t i t u t i o n a l  r e q u i s i t e . "
S a l s b u r g  v .  M a r y l a n d , 346 U . S .  545 ( 1 9 5 4 ) .  I n  t h e  t a x  a r e a ,  t h e  C o u r t  h a s
u p h e l d  a s t a t e  t a x  w h i c h  p r o v i d e d  f o r  d i f f e r e n t  t a x  r a t e s  b a s e d  o n  t h e  
" g r a v i t y "  o f  c e r t a i n  oi l  a n d  w h i c h  a r g u a b l y  d i s c r i m i n a t e d  b e t w e e n  oil p r o d u c e d  
in N o r t h e r n  a n d  S o u t h e r n  L o u i s i a n a .  O h i o  Oil C o .  v .  C o n w a y , 228 U . S .  146 
( 1 9 3 0 ) .  T h e  C o u r t  h e l d  t h a t  t h e  c l a s s i f i c a t i o n  b a s e d  on  " g r a v i t y "  w a s  n o t  
u n r e a s o n a b l e .  A l t h o u g h  n o t  d i r e c t l y  o n  p o i n t ,  s i n c e  t h e  c a s e  d i d  n o t  i n v o l v e  a 
s p e c i f i c  g e o g r a p h i c  d i s t i n c t i o n ,  C o n w a y  d o e s  c o n f i rm  t h a t  t h e  C o u r t  will  a p p l y  a 
r e l a x e d  s t a n d a r d  o f  r e v i e w  to  s t a t e  t a x a t i o n  s c h e m e s  a n d  t h a t  all a r e a s  o f  a 
s t a t e  meed n o t  h a v e t. a n  e q u a l  t a x  b u r d e n .
A n u m b e r  o f  l ow e r  c o u r t s  h a v e  s p e c i f i c a l l y  a d d r e s s e d  s t a t e  t a x  c l a s s i f i c a t i o n s
b a s e d  on  g e o g r a p h y .  T h e s e  c o u r t s  h a v e  h e l d  t h a t  " d i s t i n c t i o n s  b a s e d  on
g e o g r a p h i c a l  a r e a s  a r e  n o t ,  in a n d  o f  t h e m s e l v e s ,  v io lc  ' e  o f  t h e  F o u r t e e n t h  
A m e n d m e n t . "  L e v y  v .  P a r k e r , 346 ' F . S u p p .  877 ( E . D .  L a .  1972 ) ;  M c C a r t h y  v .
J o n e s , 449 F . S u p p !  4A0 ( S . D ." A l a .  1973) ( n o  " r a t i o n a l  b a s i s "  f o r  d i f f e r e n t  t a x
r a t e s  f o r  d i f f e r e n t  c o u n t i e s ) ;  W e i s s i n g e r  v .  B o s w e l l , 330 F . S u p p .  615 ( M .D .  
A l a .  1979) ( s a m e ) .  T h e s e  c o u r t s " h a v e  e x p l a i n e d  t h a t  a s t a t e  " m u s t  
d e m o n s t r a t e ,  i f  i t  w i s h e s  t o  e s t a b l i s h  d i f f e r e n t  c l a s s e s  o f  p r o p e r t y  b a s e d  o n  
d i f f e r e n t  g e o g r a p h i c a l  l o c a t i o n s  — e . g . ,  r u r a l  a r e a s  a s  o p p o s e d  to  u r b a n  a r e a s  
—  t h a t  t h e  c l a s s i f i c a t i o n  is n e i t h e r  c a p r i c i o u s  n o r  a r b i t r a r y  b u t  r e s t s  u p o n  s om e  
r e a s o n a b l e  c o n s i d e r a t i o n  o f  d i f f e r e n c e  o r  p o l i c y . "  I d .

T h e  q u e s t i o n  t h u s  r e m a i n s  w h e t h e r  t h e  j u s t i f i c a t i o n  a s s e r t e d  f o r  t h e  g e o g r a p h i c  
c l a s s i f i c a t i o n  in t h i s  c a s e  —  to  e n c o u r a g e  t h e  l o c a t i o n  o f  a c e r t a i n  i n d u s t r y  in  a 
c e r t a i n  r e g i o n  o f  t h e  S t a t e  —  is  s u f f i c i e n t  to  s u s t a i n  t h e  c l a s s i f i c a t i o n .  
A l t h o u g h  I h a v e  n o t  f o u n d  a c a s e  d i r e c t l y  on  p o i n t ,  t h e  S u p r e m e  C o u r t  h a s  
s u g g e s t e d  t h a t ,  t a x  c l a s s i f i c a t i o n s  d e s i g n e d  t o  c r e a t e  i n c e n t i v e s  f o r  b u s i n e s s  t o  
l o c a t e  w i t h i n  a s t a t e  a r e  p e r m i s s i b l e .  In A l l i e d  S t o r e s  o f  O h io  v .  B o w e r s , 358 
U . S .  522 ( 1 9 5 9 ) ,  t h e  C o u r t  s t a t e d  t h a t  a t a x  s t a t u t e  w h i c h  " e n c o u r a g e s  t h e  
l o c a t i o n  w i t h i n  t h e  s t a t e  o f  n e e d e d  a n d  u s e f u l  i n d u s t r i e s  b y  e x e m p t i n g  t h e m ,  
t h o u g h  n o t  a l s o  o t h e r s ,  f r o m  i t s  t a x e s  is n o t  a r b i t r a r y  a n d  d o e s  n o t  v i o l a t e  t h e  
E q u a l  P r o t e c t i o n  C l a u s e  o f  t h e  F o u r t e e n t h  A m e n d m e n t . "  T h e  s am e  r a t i o n a l e  
w o u l d  a p p e a r  to  a p p l y  e q u a l l y  we l l  to  t h e  p r o p o s e d  l e g i s l a t i o n  h e r e ,  s i n c e  i t  is 
d e s i g n e d  to  e n c o u r a g e  l o c a t i o n  o f  a b u s i n e s s  in a p a r t i c u l a r  p a r t  o f  t h e  s t a t e .



I I .  Alaska Const itutional Issues

T h e r e  a r e  a t  l e a s t  t h r e e  p o t e n t i a l  i s s u e s  u n d e r  t h e  A l a s k a  C o n s t i t u t i o n .  F i r s t ,  
t h e  l e g i s l a t i o n  m i g h t  v i o l a t e  a n  im p l i e d  r e q u i r e m e n t  o f  " e q u a l i t y  a n d  u n i f o rm i t y "  
o f  al l s t a t e  t a x e s .  S e c o n d ,  t h e  l e g i s l a t i o n  m i g h t  v i o l a t e  t h e  E q u a l  P r o t e c t i o n  
C l a u s e  f o u n d  in  t h e  A l a s k a  C o n s t i t u t i o n ,  A r t i c l e  I ,  S e c t i o n  1 ,  w h i c h  h a s  b e e n  
i n t e r p r e t e d  s o m e w h a t  d i f f e r e n t l y  f r om  t h e  E q u a l  P r o t e c t i o n  C l a u s e  o f  t h e  
F o u r t e e n t h  A m e n d m e n t .  T h i r d ,  t h e  l e g i s l a t i o n  m i g h t  c o n s t i t u t e  a " l o c a l  o r  
s p e c i a l  a c t "  p r o h i b i t e d  b y  A r t i c l e  I I ,  S e c t i o n  19 o f  t h e  A l a s k a  C o n s t i t u t i o n .  L e t  
me a d d r e s s  t h e  f i r s t  tw o  i s s u e s  t o g e t h e r ,  s i n c e  t h e y  a r e  i n t e r r e l a t e d .
I t  is  n e c e s s a r y  t o  b e g i n  w i t h  a b i t  o f  b a c k g r o u n d .  T h e  v a s t  m a j o r i t y  o f  s t a t e  
c o n s t i t u t i o n s  e m b o d y  s om e  p r o v i s i o n s  f o r  " u n i f o r m  o r  e q u a l "  t a x e s .  T h e r e  i s ,  
h o w e v e r ,  n o  s u c h  p r o v i s i o n  in t h e  A l a s k a  C o n s t i t u t i o n .  T h e  g e n e r a l  r u l e  
a p p e a r s  t o  b e  t h a t  i n  t h e  a b s e n c e  o f  e x p r e s s  p r o v i s i o n  in  t h e  s t a t e  c o n s t i t u t i o n ,  
i t  is n o t  e s s e n t i a l  t h a t  s t a t e  t a x  s t a t u t e s  o p e r a t e  e q u a l l y  a n d  u n i f o r m l y .  S e e  
g e n e r a l l y  84 C . J . S .  2 d .  T a x a t i o n ,  S e c t i o n  21 ( d i s c u s s i n g  a u t h o r i t i e s )  
H o w e v e r ,  a t  l e a s t  o n e  c o u r t  h a s  h e l d  t h a t  t h e  p r i n c i p l e  o f  u n i f o r m i t y  in t a x a t i o n  
a p p l i e s  e v e n  in  t h e  a b s e n c e  o f  a n  e x p l i c i t  c o n s t i t u t i o n a l  p r o v i s i o n .  S e e ,  e . g . .  
C o m m i s s i o n e r s  o f  S i n k i n g  F u n d  o f  C i t y  o f  L o u i s v i l l e  v .  O h io  V a l l e y  G r o c e r y  
S t o r e  C o . ,  240 S.VV. 2d 56 ( K y . ) .  T h u s ,  t h e r e  is a t  l e a s t  s om e  p o s s i b i l i t y  t h a t  
a c o u r t  m i g h t  im p l y  a u n i f o rm i t y  r e q u i r e m e n t  in  t h e  A l a s k a  C o n s t i t u t i o n .

T h i s  p o s s i b i l i t y  i s  f u r t h e r  c o m p l i c a t e d  in  t h e  S t a t e  o f  A l a s k a .  A l t h o u g h  t h e
C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a  n o w h e r e  r e q u i r e s  s t a t e  t a x e s  to  b e  u n i f o r m ,  
S e c t i o n  9 o f  t h e  O r g a n i c  A c t  o f  A l a s k a ,  48 U . S . C .  S e c t i o n  2 8 ,  p r o v i d e s  t h a t  
"al l t a x e s  s h o u l d  b e  u n i f o r m  u p o n  t h e  s am e  c l a s s  o f  s u b j e c t s . "  U n d e r  t h e  
O r g a n i c  A c t ,  t h e  c o u r t s  h a v e  i n t e r p r e t e d  t h e  r e q u i r e m e n t  o f  u n i f o rm i t y  t o  
r e q u i r e  g e o g r a p h i c  u n i f o r m i t y .  In  H e s s  v .  M u l l a n e y , 91 F . S u p p .  139 ( D . C .  
A l a s k a  1 9 5 0 ) ,  r e v e r s e d  o n  o t h e r  g r o u n d s , T815 F72d  417 ( 9 t h  C i r .  1 9 5 0 ) ,  t h e  
c o u r t  c o n s i d e r e d  w h e t h e r  A l a s k a ' s  f i r s t  p r o p e r t y  t a x  v i o l a t e d  t h e  u n i f o r m i t y  
r e q u i r e m e n t  o f  t h e  O r g a n i c  A c t .  T h e  p r o p e r t y  t a x  l e v i e d  a t a x  o n  all
p r o p e r t i e s  i n  t h e  s t a t e ,  p r o v i d e d  t h a t  i f  t h e  p r o p e r t y  w a s  l o c a t e d  w i t h i n  a n
i n c o r p o r a t e d  c i t y ,  t o w n  o r  s c h oo l  d i s t r i c t ,  t h a t  e n t i t y  s h o u l d  a s s e s s  a n d  c o l l e c t
t h e  t a x .  P l a i n t i f f  c l a i m e d - t h a t  t h e  t a x  w a s  u n l a w f u l ,  s i n c e  p r o p e r t y  w o u l d  b e  
t a x e d  d i f f e r e n t l y  d e p e n d i n g  on  w h e r e  i t  w a s  l o c a t e d .  T h e  D i s t r i c t  C o u r t  
a g r e e d ,  r e a s o n i n g  t h a t  c l a s s i f i c a t i o n s  m ay  n o t  b e  b a s e d  on  g e o g r a p h i c a l  l i n e s  o r  
m e r e  l o c a t i o n  o f  t h e  p r o p e r t y .

T h i s  v i ew  w a s  s o m e w h a t  m od i f i e d  in  a s u c c e s s o r  c a s e ,  H e s s  v .  M u l l a n e y ,  102 F .  
S u p p .  430 ( D . C .  A l a s k a  1 952 ) ,  a f f i r m e d , 213 F . 2 < r “ 6 l5  ( 9 t h  C i r .  1 9 5 4 ) .
A l t h o u g h  t h e  c o u r t  u l t im a t e l y  u p h e l d  t h e  p r o p e r t y  t a x ,  i t  a c k n o w l e d g e d  t h a t  

. " u n q u e s t i o n a b l y ,  s y s t e m a t i c  g e o g r a p h i c a l  d i s c r i m i n a t i o n s  in  t h e  b u r d e n s  o f  
t a x a t i o n  h a v e  b e e n  h e l d  v o i d . "  T h e  c o u r t  f o u n d ,  h o w e v e r ,  t h a t  "w e  a s s u m e  
t h a t  t h e  u n i f o r m i t y  c l a u s e  o f  t h e  O r g a n i c  A c t  r e q u i r e s  t h e  s am e  m e a s u r e  o f  
u n i f o rm i t y  o r  e q u a l i t y  w h i c h  is r e q u i r e d  b y  t h e  E q u a l  P r o t e c t i o n  C l a u s e  o f  t h e  
F o u r t e e n t h  A m e n d m e n t . "  T h e  c o u r t  h e l d  t h a t  u n d e r  t h e  " r a t i o n a l  b a s i s "  t e s t ,  i t  
w a s  r e a s o n a b l e  f o r  t h e  l e g i s l a t u r e  to h a v e  c i t i e s  a s s e s s  a n d  c o l l e c t  t a x e s  f o r  
p r o p e r t y  w i t h i n  t h e i r  j u r i s d i c t i o n .
i n  i i g h t  o f  t h e  f o r e g o i n g ,  a s t r o n g  a r g u m e n t  c a n  b e  m a d e  t h a t  a s e p a r a t e  a n d  
d i s t i n c t  " u n i f o r m i t y "  r e q u i r e m e n t  n o  l o n g e r  e x i s t s  in  A l a s k a .  F i r s t ,  t h e  A l a s k a  
C o n s t i t u t i o n  d o e s  n o t  p r o v i d e  f o r  u n i f o r m i t y .  T h e  O r g a n i c  A c t  is a m e r e  a c t  o f  
C o n g r e s s ,  a n d ,  w h a t e v e r  i t s  c o n t i n u i n g  e f f e c t  in  l i g h t  o f  A l a s k a  s t a t e h o o d ,  i t



p r o b a b l y  a d d s  l i t t l e  t o  t h e  p r o v i s i o n  o f  t h e  A l a s k a  C o n s t i t u t i o n .  S e c o n d ,  e v e n  
i f  t h e  u n i f o r m i t y  r e q u i r e m e n t  o f  t h e  O r g a n i c  A c t  i s  s t i l l  c o n t r o l l i n g ,  t h e  N i n t h  
C i r c u i t  in  H e s s  v .  M u l l a n e y  h e l d  t h a t  t h e  A l a s k a  u n i f o r m i t y  r e q u i r e m e n t  is n o  
s t r i c t e r  t h a n  t h e  e q u a l  p r o t e c t i o n  r e q u i r e m e n t .

A r e c e n t  c a s e ,  S t a t e  v .  R e e f e r  K i n g  C o . ,  I n c . , 559 P . 2d 56 (A l a s .  1 9 7 6 ) ,  
s u p p o r t  t h i s  v i ew  a n d  is p a r t i c u l a r l y  r e l e v a n t  t o  t h i s  c a s e .  T h e  c a s e  i n v o l v e d  
t h e  c o n s t i t u t i o n a l i t y  o f  a  s t a t e  t a x  w h i c h  d r e w  a d i s t i n c t i o n  b e tw e e n  " f l o a t i n g "  
a n d  " s h o r e - b a s e d "  f i s h  p r o c e s s o r s .  B e c a u s e  t h e  t a x  p l a c e d  a h i g h e r  t a x  r a t e  
on  f l o a t i n g  p r o c e s s o r s ,  t h e  f l o a t i n g  p r o c e s s o r s  c l a im e d  t h a t  t h e  s t a t u t e  c r e a t e d  
a n  i l l e g a l  c l a s s i f i c a t i o n  u n d e r  t h e  S t a t e  e q u a l  p r o t e c t i o n  c l a u s e .  T h e  A l a s k a  
S u p r e m e  C o u r t  r e j e c t e d  t h a t  c o n t e n t i o n .  A l t h o u g h  t h e  c l a s s i f i c a t i o n  c o u l d  in  
o n e  s e n s e  b e  d e e m e d  to  b e  a " g e o g r a p h i c a l "  c l a s s i f i c a t i o n ,  t h e  C o u r t  d i d  n o t  
e v e n  m e n t i o n  t h e  H e s s  v .  M u l l a n e y  c a s e s .  I n s t e a d ,  t h e  C o u r t  h e l d  t h a t  t h e  
c l a s s i f i c a t i o n  s h o u l d  b e  t e s t e d  a g a i n s t  t h e  S t a t e ' s  e q u a l  p r o t e c t i o n  a n a l y s i s ,  
w h i c h  p r o v i d e s  t h a t  a s t a t u t o r y  c l a s s i f i c a t i o n  m u s t

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

T h e  C o u r t  h e l d  t h a t  t h e  c l a s s i f i c a t i o n  r e f l e c t e d  a l e g i s l a t i v e  j u d g m e n t  t h a t  
s h o r e - b a s e d  p r o c e s s o r s  m o k e  a m o r e  v a l u a b l e  c o n t r i b u t i o n  to  t h e  S t a t e ' s  loca l 
e c o n o m i e s  t h a n  t h e  f l o a t i n g  p r o c e s s o r s .  A c c o r d i n g  t o  t h e  C o u r t ,  i t  is n o t  
a r b i t r a r y  f o r  t h e  l e g i s l a t u r e  t o  c o n c l u d e  t h a t  s h o r e - b a s e d  p r o c e s s o r s  w e r e  t o  b e  
p r e f e r r e d  o v e r  f l o a t i n g  p r o c e s s o r s ,  w h i c h  d i s t r i b u t e d  e c o n om ic  b e n e f i t s  o v e r  
s e v e r a l  l o c a t i o n s .  A n d ,  in i m p o r t a n t  l a n g u a g e  f o r  t h e  p r e s e n t  i s s u e ,  t h e  C o u r t  
c o n c l u d e d  t h a t

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

Tw o  a d d i t i o n a l  p o i n t s  s h o u l d  b e  m a d e  w i t h  r e s p e c t  t o  R e e f e r  K i n q .  F i r s t ,  t h e  
c a s e  s t r o n g l y  s u p p o r t s  t h e  n o t i o n  t h a t  t h e  S t a t e  o f  A l a s k a  “ m ay  m a k e  a 

. c l a s s i f i c a t i o n  in  o r d e r  t o  e n c o u r a g e  b u s i n e s s e s  t o  l o c a t e  in  a p a r t i c u l a r  a r e a .  A 
p r i m a r y  r e a s o n  f o r  C I R I ' s  p r o p o s e d  l e g i s l a t i o n ,  o f  c o u r s e ,  i s  to  e n c o u r a g e  g a s  
p r o c e s s o r s  t o  l o c a t e  s o u t h  o f  t h e  A r c t i c  C i r c l e .  S e c o n d ,  t h e  e q u a l  p r o t e c t i o n  
t e s t  a d o p t e d  b y  t h e  A l a s k a  S u p r e m e  C o u r t  i s  s o m e w h a t  m o r e  d e m a n d i n g  t h a n  t h e  
t e s t  u s e d  in  i n t e r p r e t i n g  t h e  E q u a l  P r o t e c t i o n  C l a u s e  o f  t h e  F o u r t e e n t h  
A m e n d m e n t .  T h e  A l a s k a  t e s t ,  f o r  e x a m p l e ,  r e q u i r e s  t h e  c l a s s i f i c a t i o n  t o  b e a r  a 
" f a i r  a n d  s u b s t a n t i a l "  r e l a t i o n  t o  t h e  p u r p o s e  o f  t h e  s t a t u t e ,  r a t h e r  t h a n  m e r e l y  
a " r e a s o n a b l e "  r e l a t i o n s h i p .  M o r e  s i g n i f i c a n t l y ,  u n d e r  t h e  A l a s k a  t e s t ,  u n l i k e  
t h e  f e d e r a l  t e s t ,  t h e  c o u r t s  wil l  " n o  l o n g e r  h y p o t h e s i z e  f a c t s  w h i c h  w o u l d  
o t h e r w i s e  s u s t a i n  q u e s t i o n a b l e  l i t i g a t i o n . "  I s a k s o n  v .  R i c k e y ,  550 P . 2 d  359 
( 1 9 7 5 ) .  T h i s  m e a n s  t h a t  in  o r d e r  to  s u r v i v e  c o n s t i t u t i o n a l  s c r u t i n y ,  t h e  
p r o p o s e d  l e g i s l a t i o n  m u s t  c l e a r l y  a r t i c u l a t e  t h e  p u r p o s e  o f  t h e  l e g i s l a t i o n  a n d  
t h e  r a t i o n a l e  f o r  t h e  g e o g r a p h i c  c l a s s i f i c a t i o n .  T h e  r a t i o n a l e  f o r  t h e  g e o g r a p h i c  
c l a s s i f i c a t i o n  is e x p r e s s l y  c o n t a i n e d  in t h e  i n v e s t m e n t  t a x  c r e d i t  b i l l .
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T h e r e  is o n e  f i n a l  i s s u e .  A r t i c l e  U ,  S e c t i o n  19 o f  t h e  A l a s k a  C o n s t i t u t i o n
p r o v i d e s  t h a t  t h e  " l e g i s l a t u r e  s h a l l  p a s s  no  loca l o r  s p e c i a l  a c t  i f  a g e n e r a l  a c t
c a n  b e  m a d e  a p p l i c a b l e . "  In t h i s  c a s e ,  i t  c o u l d  b e  a r g u e d  t h a t  t h e  p r o p o s e d
l e g i s l a t i o n  i s  a loca l  o r  s p e c i a l  a c t  in  t h a t  i t  f a v o r s  a p a r t i c u l a r  r e g i o n  o f  t h e
S t a t e .

I t  is d o u b t f u l  t h a t  t h e  p r o p o s e d  l e g i s l a t i o n  c o n s t i t u t e s  a loca l  o r  s p e c i a l  a c t .  In 
B a u c h e r  v .  E n g s t r o m , 528 P . 2 d  456 (A l a s .  1 9 7 4 ) ,  t h e  A l a s k a  S u p r e m e  C o u r t
s t a t e d  t h a t  " l e g i s l a t i o n  d o e s  n o t  b e c om e  loca l  m e r e l y  b e c a u s e  i t  o p e r a t e s  o n l y  on
a l im i t ed  n u m b e r  o f  g e o g r a p h i c a l  a r e a s  r a t h e r  t h a n  o n  a s t a t e w i d e  g e o g r a p h i c a l  
b a s i s .  A l e g i s l a t i v e  a c t  m a y  a f f e c t  o n l y  o n e  o f  a f ew  a r e a s  a n d  y e t  r e l a t e  t o  a 
m a t t e r  o f  s t a t e w i d e  c o n c e r n  o r  c ommon  i n t e r e s t . "  A c c o r d ,  A b r a m s  v .  S t a t e ,  534
P . 2 d  91 ( A l a s .  1 9 7 5 ) ;  S t a t e  v .  L ew i s ,  559 F . 2 d  630 , c e r t  d e n i e d ,  432 U . S .  901
( 1 9 7 7 )  ( u p h o l d i n g  t h e  l a n d  e x c h a n g e  b e tw e e n  C IR  1~ t h e  U n i t e d  S t a t e s  a n d
A l a s k a ) .  T h u s ,  t o  t h e  e x t e n t  t h e  p r o p o s e d  l e g i s l a t i o n  i s  a m a t t e r  o f  s t a t e w i d e  
c o n c e r n ,  w h i c h  w e  b e l i e v e  i t  i s ,  t h e  p r o p o s e d  l e g i s l a t i o n  i s  p e r m i s s i b l e .

M o r e  s i g n i f i c a n t l y ,  t h e  A l a s k a  S u p r e m e  C o u r t  in S t a t e  v .  L ew i s  h e l d  t h a t  t h e  
t e s t  f o r  d e t e r m i n i n g  w h a t  c o n s t i t u t e s  " lo c a l  o r  s p e c i a l "  a c t s  is s u b s t a n t i a l l y  t h e  
s a m e  f o r  d e t e r m i n i n g  w h a t  v i o l a t e s  t h e  S t a t e  e q u a l  p r o t e c t i o n  c l a u s e .  I f  t h e
e q u a l  p r o t e c t i o n  s t a n d a r d  i s  s a t i s f i e d ,  " t h e  l e g i s l a t i o n  will n o t  b e  i n v a l i d
b e c a u s e  o f  i n c i d e n t a l  loca l o r  p r i v a t e  a d v a n t a g e s . "  I d .  In t e r m s  o f  o u r  c a s e ,  
t h e n ,  t h e  c r u c i a l  i s s u e  i s  w h e t h e r  t h e  p r o p o s e d  l e g i s l a t i o n  v i o l a t e s  t h e  S t a t e  
s t a n d a r d  o f  e q u a l  p r o t e c t i o n .  I f  n o t .  A r t i c l e  11, S e c t i o n  19 will n o t  p o s e  a
p r o b l e m .

S C H : Iw



: m " ! w

B E F O R E  T H E  S E N A T E  R E S O U R C E S  C O M M I T T E E  

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

P R E P A R E D  S T A T E M E N T  

O F

W A Y N E  B .  A L L R E D  

A S S I S T A N T  C O N T R O L L E R  O F  T A X E S  F O R  

N O R T H W E S T  A L A S K A N  P I P E L I N E  C O M P A N Y

H O U S E  B I L L  N O .  2 5 8  

A P R I L  2 9 ,  1 9 8 3



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

O F  T A X E S  F O R  N O R T H W E S T  A L A S K A N  P I P E L I N E  C O M P A N Y  ( " N O R T H W E S T " ) ,  

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

N A T U R A L  G A S  T R A N S P O R T A T I O N  C O M P A N Y .  N O R T H W E S T ,  O N  B E H A L F  O F  

T H E  P R O J E C T  S P O N S O R S ,  H O L D S  T H E  A U T H O R I Z A T I O N  T O  C O N S T R U C T  A  

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

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

T R A N S P O R T  T H E  G A S  T O  T H E  B O R D E R  O F  T H E  L O W E R  4 8  S T A T E S .  

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

F O R  T H E  P R O J E C T ,  W H I C H  I S  O F F I C I A L L Y  T E R M E D  T H E  A L A S K A  

N A T U R A L  G A S  T R A N S P O R T A T I O N  S Y S T E M  ( A N G T S ) . I N  1 9 7 7 ,  T H E  

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

A N G T S  A S  T H E  P R E F E R R E D  S Y S T E M  T O  D E L I V E R  A L A S K A ' S  N O R T H  

S L O P E  G A S  T O  T H E  C O N T I N E N T A L  U N I T E D  S T A T E S ,  A N D  T H E  U N I T E D  

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

D U R I N G  1 9 7 7 ,  T H E  F E D E R A L  E N E R G Y  R E G U L A T O R Y  C O M M I S S I O N  I S S U E D  

I T S  P R E L I M I N A R Y  A P P R O V A L ,  A N D  T H E  C A N A D I A N  G O V E R N M E N T  A N D  

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

D E C E M B E R  O F  1 9 8 1 ,  T H E  U . S .  C O N G R E S S  V O T E D  T O  A P P R O V E  T H E
ft

I N C L U S I O N  O F  A  G A S  P R O C E S S I N G  F A C I L I T Y  I N  T H E  P R E V I O U S L Y  

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

F A C I L I T Y  I S  T O  B E  C O N S T R U C T E D  O N  A L A S K A ' S  N O R T H  S L O P E  A T  

P R U D H O E  B A Y .

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

W O R L D  O I L  M A R K E T ,  A N D  T H E  C U R R E N T  S U P P L Y - D E M A N D - P R I C I N G



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

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

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

T H E  T H R E E  P R O D U C E R S  W H O  O W N  T H E  V A S T  M A J O R I T Y  O F  T H E  P R U D H O E  

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

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

N E E D  F O R  T H E  A L A S K A N  N O R T H  S L O P E  N A T U R A L  G A S .  T H E Y  A R E ,  

T H E R E F O R E ,  C O N T I N U I N G  T O  P R O V I D E  T H E  F U N D S  N E E D E D  F O R  T H E  

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

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

F O R  M A R K E T I N G  T H E  G A S  A N D  F I N A N C I N G  T H E  P R O J E C T .  A S  Y O U  

K N O W ,  I N  T H E  P A S T ,  W E  H A V E  O F F E R E D  T H E  S T A T E  A N  O P P O R T U N I T Y  

T O  I N V E S T  I N  T H E  P R O J E C T .  W E  H A V E  N E V E R ,  T O  T H I S  D A T E ,

R E Q U E S T E D  T H A T  T H E  S T A T E  S U B S I D I Z E  T H E  P R O J E C T  —  O N L Y  T H A T  

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

R E T U R N  T O  A S S I S T  A  P R O J E C T  W H I C H  W I L L  H A V E  S I G N I F I C A N T  

B E N E F I T S  F O R  C I T I Z E N S  O F  A L A S K A .  H O U S E  B I L L  N O .  2 5 8 ,  H O W E V E R ,  

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

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

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

O F  T H E  A R C T I C  C I R C L E .  I T  I S ,  I N  F A C T ,  A N  I N D I R E C T  S T A T E  

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

I N  T H A T  G E O G R A P H I C  A R E A  O F  T H E  S T A T E .

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

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

F A C I L I T I E S .



I F ,  U N D E R  C U R R E N T  A L A S K A  T A X  L A W S ,  N O R T H W E S T  

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

P R O C E S S I N G  F A C I L I T Y  O N  T H E  N O R T H  S L O P E ,

C O S T I N G  5 B I L L I O N  D O L L A R S ,  I T  W O U L D  R E ­

C E I V E  A M  I N V E S T M E N T  C R E D I T ,  O R  T A X  S U B S I D Y ,

O F  R O U G H L Y  4 M I L L I O N  D O L L A R S .

I F  A  S I M I L A R  G A S  P R O C E S S I N G  F A C I L I T Y  W E R E  

C O N S T R U C T E D  S O U T H  O F  T H E  A R C T I C  C I R C L E ,  S A Y  

I N  T H E  C O O K  I N L E T ,  A S  E N V I S I O N E D  U N D E R  T H E  

T A G S  P R O P O S A L ,  T H E  S T A T E  C O U L D  B E  R E Q U I R E D  

U N D E R  T H I S  B I L L ,  T O  P R O V I D E  R O U G H L Y  $ 4 0 0  M I L L I O N  

I N  T A X  C R E D I T S  O R  T A X  S U B S I D I E S  T O  S U C H  A  

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

A D D I T I O N A L L Y  B E  R E Q U I R E D  T O  P R O V I D E  C R E D I T S  

O F  S I M I L A R  M A G N I T U D E  F O R  L I Q U I F I C A T I O N  F A C I L I T I E S .

I N  C O N C E P T ,  W H I L E  W E  H A V E  N O T  S O U G H T  L E G I S L A T I O N  O F  T H I S  

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

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

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

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

1 6 0 t h  P A R A L L E L .  II.B. 2 5 8  I N  I T S  P R E S E N T  F O R M ,  I S  C L E A R L Y  

D I S C R I M I N A T O R Y ,  P R O B A B L Y  U N C O N S T I T U T I O N A L ,  A N D  A P P E A R S  T O  B E  

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

T H E  R E C E N T L Y  C O N C E P T U A L I Z E D  T R A N S  A L A S K A  G A S  S Y S T E M  ( " T A G S " ) .
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T H E  T A G S  P R O P O N E N T S ,  H O W E V E R ,  H A V E  N O T  Y E T  E V E N  D E M O N S T R A T E D  

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

T H A T  T H E R E  A R E  A N Y  R E A L  M A R K E T S  F O R  T H E  G A S ,  O R  T H A T  C O N G R E S S  

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

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

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

G A S  L I N E  W I L L  B E  B U I L T  A N D  W H E N  I T  W I L L  B E  B U I L T .  T H E  

C O N S U L T A N T S  A D V I S E D  T H A T  W H I L E  Y O U R  A C T I O N S  C O U L D  D O  L I T T L E  

T O  H E L P  E I T H E R  T H E  A N G T S  P R O J E C T  O R  T H E  N E W  T A G S  P R O P O S A L ,

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

E I T H E R  P R O J E C T .  W E  D O  N O T  B E L I E V E  T H A T  I T  I S  T H E  L E G I S L A T U R E ' S  

I N T E N T  I N  T H I S  B I L L  T O  I M P E D E ,  D E L A Y  O R  H A R M  T H E  L I K E L I H O O D  

O F  C O N S T R U C T I O N  O F  T H E  A N G T S  P R O J E C T .  W E ,  T H E R E F O R E ,  R E S P E C T ­

F U L L Y  R E Q U E S T  T H A T  T H E  A N G T S  P R O J E C T  R E C E I V E  E Q U A L  T R E A T M E N T  

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

T H E  U S E  O F  T H E  T A X  C R E D I T ,  I N C L U D I N G  T H E  D E S I G N A T I O N  " S O U T H  

O F  T H E  A R C T I C  C I R C L E , "  B E  R E M O V E D  F R O M  T H E  B I L L .  W I T H O U T  

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

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

I S  S O  L U K E W A R M  T H A T  Y O U  A R E  W I L L I N G  T O  G I V E  A  T A X  P R E F E R E N C E ,

O F  T H E  S O R T  N E V L R  O F F E R E D  T O  T H E  A N G T S , T O  A  M E R E  C O N C E P  - -  

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

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

M A J O R  T U N D S  R E Q U I R E D .
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IN  SUMMARY, WE RESPECTFULLY SUGGEST THAT HOUSE BILL NO. 258  BE 

REVISED TO ELIMINATE IT S  GEOGRAPHICAL LIM ITATIONS WHICH 

ARBITRARILY DISCRIMINATE AGAINST ONE REGION OF THE STATE 

V I S - A - V I S  ANOTHER AND UNFAIRLY PROMOTE A RECENT IDEA FOR 

TRANSPORTATION OF NORTH SLOPE GAS AT THE EXPENSE OF THE 

ANGTS PROJECT, WHICH I S  MUCH MORE THAN AN ID EA . I T  I S ,  IN 

FACT, A PROJECT WITH OVER SIX  YEARS OF WORK, STUDY, GOVERN­

MENTAL REVIEW, AND LEGAL PROCEEDINGS BEHIND I T ;  AND ONE IN 

WHICH ALMOST $ 5 0 0  MILLION HAS ALREADY BEEN INVESTED. MUCH 

OF THAT MONEY, AS YOU KNOW, HAS BEEN SPENT HERE IN  ALASKA.

THANK YOU FOR THE OPPORTUNITY TO PRESENT THESE VIEWS.
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ALASKA MINERS. ASSOCIATION, INC.
509 W. T h ird  Ave., Suite 17, Anchorage, Alaska 99501 (907) 276-0347

A p r i l  6, 1 9 8 3

S e n a t o r  B e t t y e  F a h r e n k a m p  

A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V  ( M S 3 1 0 0 )

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  B e t t y e :

T h e  S t a t e w i d e  B o a r d  o f  D i r e c t o r s  o f  t h e  A l a s k a  M i n e r s  A s s o c i a t i o n  

' u n a n i m o u s l y  p a s s e d  t h e  a t t a c h e d  r e s o l u t i o n  u r g i n g  e n a c t m e n t  o f  H B - 2 5 8 .  

T h e  A l a s k a  M i n e r s  A s s o c i a t i o n  r e p r e s e n t s  a p p r o x i m a t e l y  1 6 0 0  m i n e r s  

l o c a t e d  t h r o u g h o u t  A l a s k a .

The: A l a s k a  M i n e r s  . A s s o c i a t i o n  b e l i e v e s  t h a t  t h e  i n v e s t m e n t  t a x  c r e d i t s  

p r o p o s e d  in  H B - 2 5 8  w i l l  b r o a d e n  A l a s k a ' s  e c o n o m i c  b a s e .  T h e  p e o p l e  o f  

A l a s k a  a r e  c o n c e r n e d  a b o u t  o u r  s t a t e ' s  d e p e n d e n c e  u p o n  o i l  r e v e n u e s  a n d  

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

t e r m  e c o n o m i c  h e a l t h  i n  A l a s k a .

M a n y  m e m b e r s  o f  t h e  l e g i s l a t u r e  m a y  b e  Jiesitant t o  c o n s i d e r  a t a x  c r e d i t  

b i l l  in  t h e  f a c e  o f  d e c l i n i n g  o i l  r e v e n u e s .  H o w e v e r  H B - 2 5 8  is a n  i n c o m e -  

p r o d u c i n g  b i l l .  I t  w i l l  s e n d  a  s t r o n g  s i g n a l  t o  i n v e s t o r s  t h a t  A l a s k a  is * 

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

e x p l o r a t i o n  a n d  m i n i n g  a c t i v i t y .  T h e  e c o n o m i c  b e n e f i t s  a c c r u i n g  t o  t h e  

s t a t e  w i l l  f a r  o u t w e i g h  t h e  r e v e n u e s  l o s t  b y  t h e  t a x  c r e d i t .

T h e  i n i t i a l  r e d u c t i o n  in r e v e n u e s  by. m i n e r a l  i n v e s t m e n t  w o u l d  b e  s m a l l ,  

l e s s  t h a n  t e n  m i l l i o n  d o l l a r s  a n n u a l l y .  T h e  .tax c r e d i t s  w i l l  m a k e  

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

l e a d  to  t h e  e s t a b l i s h m e n t  o f  a l o n g  t e r m  h e a l t h y  m i n i n g  i n d u s t r y .

W e  a r e  a s k i n g  f o r  y o u r  h e l p  t o  o b t a i n  p a s s a g e  o f  t h i s  b i l l  a n d  m a k e  an  

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

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

A L A S K A  M I N E R S  A S S O C I A T I O N

R o n  R o s a n d e r  

V i c e  P r e s i d e n t

R R / d l w

A t t a c h m e n t



ALASKA MINERS ASSOCIATION, INC.
• • • * .«

509  W. T h ird  Ave.. S u ite  17. Anchorage, A laska 99501 (9 0 7 ) 276 -0347

RESOLUTION - HOUSE BILL 258

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

«• *.
Whereas the people of Alaska desire to broaden'the economic basis of our s ta te and,

'Whereas the Investment Tax Credits proposed" in HB-258 'would provide financial 
incentives fo r 'th e  development of minerals in Alaska and indicate the strong support 
•of the S ta te of Alaska for a mining industry.

•* • •
The Board of Directors hereby resolves to urge.'the Governor of Alaska, the 

Speaker of the Alaska State House, the President of the Alaska State Senate and the 
Chairpersons of House and Senate Resources Committee for expeditious passage of 
HB-258.



D e p a r t m e n t  o f  R e v e n u e

H .B .  2 5 8  E x a m p l e

F A C T S

A  m i n i n g  c o m p a n y  d o i n g  b u s i n e s s  e x c l u s i v e l y  in A l a s k a  m a k e s  a 

$ 5 0 0 , 0 0 0 , 0 0 0  i n v e s t m e n t  o n  J a n u a r y  1, 1 9 8 4  a n d  a l i k e  i n v e s t m e n t  on 

J a n u a r y  1, 1 9 8 5 .

A S S U M P T I O N S

1. 6 5 %  o f  t h e  i n v e s t m e n t  in e a c h  y e a r  is q u a l i f i e d  

i n v e s t m e n t  c r e d i t  p r o p e r t y .

E x a m p l e s  o f  Q u a l i f i e d  I n v e s t m e n t  C r e d i t  p r o p e r t y  w o u l d  

b e :

a. m a c h i n e r y  &  e q u i p m e n t

b. o t h e r  p r o p e r t y  w h i c h  is an i n t e g r a l  p a r t  o f  t he 

m a n u f a c t u r i n g  p r o c e s s ,  eg. s i l o s ,  e l e v a t o r s ,  

e t c .

P r o p e r t y  t h a t  d o e s  n o t  q u a l i f y  w o u l d  be:

a. r e a l  p r o p e r t y  ( o t h e r  t h a n  t h a t  w h i c h  is an 

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

eg. w a r e h o u s e s ,  o f f i c e  b u i l d i n g s ,  p a r k i n g  l o t s ,  

e t c .

b. i n t a n g i b l e  p e r s o n a l  p r o p e r t y ,  eg. l e a s e s ,  

r o y a l t y  a g r e e m e n t s ,  e t c .

2. T h e  i n v e s t m e n t  p r o d u c e s  a 1 5 %  p r e - t a x  n e t  r a t e  of

r e t u r n  o n  t h e  n e w  i n v e s t m e n t  in t h e  f i r s t  y e a r  a n d  a 

c o n s t a n t  7 1 / 2 %  p r e - t a x  r e t u r n  t h e r e a f t e r .

3. F e d e r a l  t a x a b l e  i n c o m e  f r o m  1 9 8 1 - 1 9 9 2  is $ 5 M  p e r  y e a r

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

i n v e s t m e n t .

4. T a x  r a t e s  a n d  l i m i t a t i o n s  r e m a i n  c o n s t a n t  f r o m

1 9 8 4 - 1 9 9 2 .

5. N o  i n v e s t m e n t s  in q u a l i f y i n g  p r o p e r t y  a re m a d e  a f t e r

1 9 8 5 .22001


