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ATTACHM ENT TO FISCAL NOTE - HBI97 
March 7,1995

I f  exploration incentive credit for coal exploration is allowed to remain m this bill, it could result 
in a minimum SI S million dollar loss in direct coal royalty and tax revenues in the out-years A 
significant amount o f exploration cost precedes mining o f coal The state already has a regulation 
for granting royalty relief if a coal operator applies The state's coal royalty is S% o f adjusted 
gross value Transportation costs from the mine mouth to point o f sale, and benefication costs 
are deductible from the coaJ sales pnee Rent is deductible from royalty as well Locatable 
mineral royalty i s )%  o f net profits, and rental is SI /acre These costs arc pretty low A three and 
a half year mining (ax exemption is allowed for new mining operations

Notwithstanding the coal royalty decrease, a several hundred thousand dollar decrease in *6<i)# 
rental revenue {rents and royalties return on state mineral prod tenon) could also occur in the out* 
years if credits are not restricted to c'a:*ns for which activities take place A d n r  case in rental 
revenue will impact the division's operating budget and affect current services provided by the 
dmncn to the industry C-rrcntly approximately S 367 j  us program receipts from 6 (i) goes into 
the dntnon’s budget to m;port the program In addition, approximately Sa 110  from this 
program goes into the Permanent Fuad This legislation would pro vide for no charge to the 
Permanent Fund amount. Sit the amount ge;«g to the dustier* operating budget would be 
•fcmmattd

We as sume that the exploration credits will itiu lt m the long-term loss o f the following revenues 
Coal Roy a im  51 f r v je a
Strung Leases 4c C u m  6<i) 1

51
Sccboos n  JO 010 and JO do not specify how this cred-t ;s taken, it ecu id he ether agamst the 
Deparimcne o f  Revenue cr the D tp iraaw i e f Natural Resource* We assume these c:edits will 
use a3 o f ONR s m t r w  stream

L ff lf li fc iS ta  Chargn £  L=ng.;e~
Delete program m e p u  5 4 1 4 't )
G m eslFuh l 5 ) 6 7  a
In eedcr so mamum she ex. r  eg *ne. o f  aen.xee the dfxtiuM provide* so the industry. the 5367 a 
o f program recegl jushmraohori wcuftd need to be replaced w«h gcneta! f.*d  ;^r? the Jong-term

One new pofitaQQ. a Occogstt SI. wtJ be needed t o p n d r  trtbncal work allocated wwb tits 
leg siatjca R i i  swwlxti prtpui' fs»g week eftcfncnu and trv r *  cf ccmplurd As this bs.3 
it  effective *sv*o*ateN.. r it CK^Bkttd that 510 C wi3 be necessary to pa> for the additional 
p>a!iiittro«si FYM
One f*n» paw-aa 5 f-l ‘
and succ^od costs 5 0
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Fiscal Note Analysis
HB 197 • Mineral Exploration Incentive Credits 
Marcn 13, 1995 
Page 2 cf 3

Bill Analysis

Tnis till grants exploration .nct?ntjve credits to qualified applicants for costs of acsvwes related 
to scterminirg the existence. 'ocafcn. extent and quality of fccatabte or fcasafcie mineral or 
coal seoosits. This cm Cues net acpiy *o a  and gas exploration. It appears that this 
^eysat'cr apples to Doth existing and new epera’-ens

Credits may be claimed agams: ccrpcration .nccme and mining liconso trues administered by 
Cctarsrrent c l Pevonue fCCR). under A3 43 20 and AS 43.65. royalties and rents, 
acm nstered by Cepartmer.t of Natural Resources. uncor AS 3fl.CS. 135 • 3fl.CS. 175 and AS 
3fl 0 5 2 1 1 . Creche arc limited to 50% ol the combined amcuni of taxes, royalties and rents 
mat are payable let activ i es. i.e. sites on whtcft expJcraocn activities cccur. Th-s bul leq-ifes 
that croc its DO uted wrrtvn 15 year? after mcy are gramed and aiicwe fcr credits to 2o 
a ssu red  to me applicant s successor n rrte'est 'or the exptcraccn site -f the successor *  a 
cuaured acpflcart.

~0 prevent *uture ccntrcvcrsy t nay a* necessary to prcvice ccfmDons as »  *hai constitutes 
a mnvng *Sitc* tv  » pul m s  a re trceo re  effective catc of January *. 1S95

Operating Co*t»

c c n  cocs net anttccefe any a cc .t« r jj cc«'acr<g cost* to aemmxjter me exsiciauon <Kcncve 
r e e f  rrogram authcrucd .rc c r  m;s 641. The Department weed m eet/ ccccrascn and 
m«nr>g dense fax 'crurr 'crrns *o crevice *0# cxptcmucn incentive erects.

'Artvie mo Ceoartmcni dees not aricpatc me need tot aco cccal auot rarf. me scope of 
ocwaccr rccr*e arc -\r-ng c v *m  *ai aucts *>l *e#y **av« to be expanded to ncude 
•evew c* «*c*j<a:«n ncenpvo erects *r*cr mav re- .Jt * a Pecrease f. cvtai aucf 
o*»aje *c cmer tax rycec

Slat* Revenue Impact*

O r v e e  • it« net *eas2>e *0# r-veartncrt cf Revenue to defemvne me mpaca ot V*S Pil 
on 'avenue vxjc «rpc#avcn x u  ne and RMYig c r r t t taxes are oor cased cn net ncomc 
'mm business or rwvng ccemocns The Ooptitmant s «nab<c to preoct whether ncmduai 
m m g  ptes wJ inew *e: rccrrm  aftt  p#oducbon oegire and *rce erects an? 'anted fo me 
eve* ct Vu#o taxable income no 'tiscna&e esorrato car re mace.

f o » r<scai year »S?4 me itate co*eceu StCJ.CCO r. -ruvrg ’ cense taxes a rc  no etvnate can 
re  mace to* me ccccn  cl c c rp o a x r  net n c c re  a x  co Jectcd w txn m x «  be msacteo . /  
me prooceed tax erects
Cvm». expftcabcn rcrmrve erects are rf-red *o evaded e»mcot.cn costs Acccnpng to 
2NR (OViyfl eipenccuo* eunng ceenear roar '9fr* weie aporcn>matofy SjO .mifcon Fo# 
*?1M  c*edn woud ha.e been r̂vacd fC S3C m«*cn uncc# m.s bil and .r-used pcocos #»COd 
oe s o  \c« ̂ c# a f 6 near erect camytcneam assumog corrcooons rvsd suffotrt ret newn* 
*o qua* i *c# me creoi.



Facal Note Analysis
HB 197 • Mineral Exploration Incentive Credits 
March 13. 1095 
Page 3 of 3

State Revenuo Impacts, continued

Concerns • A major concern for tho Deoanmcnt 3 the increased ccmolexity in corporation tax 
calculations the proposed tegislanon would create. Currently corporation taxes arc Cased on 
income from ccmomed operations inside and outside of AlarJca. Taxpayers aro curronUy not 
required to occcunt for or report nccme on a sne-cy*site basis, which would to required by 
trus bill. The Department does ret ceiicvc that there is a simple and reasonable way to 
calculate and apply the proposed credits within the corporation income u u  structure currently 

n place.

In discussions with Department cf Naturai Resources (CNF) ar.C Department of Commerce 
and Economic Development if was agreed that for increased accountability credits should be 
aoo'ied 'or annually n advance cf the acmai expenditure. CNR would be responsible for 
preaccwal ar.d tracx ng pf m e  eligible credits. Without this clause, a company would 
potenuatv submit documentation 'or expenditures many years arter the costs were incurred

For purposes df AS 43 2C arc AS 43 <35. fee every million collars m  net rccrne. a business 
wcuki =« aiicwed a maximum credit cf 560.500 &:.ZOO and S33.5CO credit against 
corpcraucn ars mining ax. 'cspecbvciy). Businesses ga.n an 3Cditicna« -ax senefit because 
trey acl d bo ailcwec to oecuct exptorabcn costs trcm revenues -n determining net .nccme 

upon wn.cn Uixes are based

For examp-d. a corccrabon s execration acmnbes prove *o be very profitadc and n a 
tubseducni year, the comomcd ccrpcrat.cn anc m»rurg axes payable from the rdivicuai site i caicUattd to :« Si00.000 tn th«s case, t o  corporaocn s allowed to claim a $50,000 
credit The same corporator! has other mineral procucccn activities cutsiCe cf AJasxa 'hat are 
net procure ard when to  ccrpcra&on 5>ot is combined ccrpcraucn tax return, ts overall tax 
iartnty s $50,000 Assuming Tie ccmcraocn eta;ms m e  $50,000 erect, the ccrpcratcn would 

pay nc 'axes

S-rco Pus b'J dees net specify that me erect it ncnrefurcac^ .1 -S urcear if a corporation can 
acuxty receive a refund tf credits exceed me ccrpcrason’s combined tax 'iabity. if in the 
example accve. the co<pc#at>oo had a xmpred ax iiab«My cf $40.COO. tho ccrpcfatton may 
try »  c u n  a $10,000 refund after suctricorg me 55C.OCO cresff from Tie fax <aciGty. The 
Deoarr-.ent recximmercs rat t o  pill so am ended to add *xr.refuncasie* before references 
to the erect.

Other rrymahon • Now nurung operation* a/e exempt from rrurang vcensc raxes for a penoo 
qt three and cne^vaif «ea."i *rcn the date wren prccucocn begms j r o c t as 43 65.010. 7hr» 

may re an rcrsve rat s already n place for purposes rttrded under this bill

Given r e  jncsna.rry cf es&ma&og me m e a d  cn revenue* t may be icvtsac.e to add a 
iunj«t pmvisjew wr*<ft ajews *0# tne mpaca to ce reevaruatcd cr estac**shJig a cap on the 
amuai amount cf credit aacwec.



Q U I C K  S U M M A R Y  O F  C T S H 3  1  9 - 7

* A u t h o r i z e s  e x p l o r a t i o n  i n c e n t i v e  c r e d i t s  w h i c h  c a n  b e  u s e d  
by  q u a l i f i e d  a p p l i c a n t s  ( n a t u r a l  p e r s o n s  a n d  e n t i t i e s  
q u a l i f i e d  t o  d o  b u s i n e s s  in A l a s k a )  to o f f s e t  m i n i n g  l i c e n s e  
tax, c o r p o r a t e  i n c o m e  tax, c l a i m  r e n t a l  a n d  r o y a l t y  
o b l i g a t i o n s .

* A p p l i e s  to c o a l ,  l o c a t a b l e  a n d  l e a s e a b l e  m i n e r a l  
e x p l o r a t i o n  a c t i v i t i e s  t h a t  a r e  u n d e r t a k e n  f o r  t h e  p u r p o s e  
of d e t e r m i n i n g  t h e  e x i s t e n c e ,  l o c a t i o n ,  e x t e n t ,  [ f e a s i b i l i t y  
of d e v e l o p m e n t  - D E L E T E D ]  a n d  q u a l i t y  of a d e p o s i t .

* C r e d i t s  m a y  n o t  b e  g r a n t e d  for a c t i v i t i e s  t h a t  o c c u r  a f t e r  
a l l  p e r m i t  a n d  o t h e r  r e l e v a n t  a p p r o v a l s  h a v t  b e e n  o b t a i n e d  
t h a t  w i l l  a l l o w  m i n e  c o n s t r u c t i o n  t o  b e g i n .  (HEW)

* E x p l o r a t i o n  a c t i v i t i e s  t h a t  q u a l i f y  f o r  c r e d i t s  i n c l u d e  
" e l i g i b l e  c o s t s "  a s s o c i a t e d  w i t h  g e o p h y s i c a l  a n d  g e o c h e m i c a l  
s u r v e y s ,  d r i l l i n g  e x p l o r a t i o n  h o l e s ,  s u r f a c e  t r e n c h i n g ,  b u l k  
s a m p l i n g ,  c o n d u c t i n g  u n d e r g r o u n d  e x p l o r a t i o n ,  a e r i a l  
p h o t o g r a p h y ,  m e t a l l u r g i c a l  t e s t i n g  a n d  o t h e r  e x p l o r a t o r y  

w o r k .

* " E l i g i b l e  c o s t s "  i n c l u d e s  l a b o r  a n d  c o n s u l t a n t s  [ D E L E T E D  - 
" N O T  A F F I L I A T E D  W I T H " ] ;  e q u i p m e n t  p u r c h a s e ,  l e a s i n g ,  
m a i n t e n a n c e  a n d  o p e r a t i o n ;  p r o j e c t  r e l a t e d  o v e r h e a d ;  
e x p l o r a t i o n  r e l a t e d  i n s u r a n c e  a n d  b o n d  p r e m i u m s  (HEW); 
m a t e r i a l s  a n d  s u p p l i e s ;  e x p l o r a t i o n  p e r m i t t i n g  (HEW) a n d  
s i m i l a r  d i r e c t  c o s t s  b u t  d o e s  n o t  i n c l u d e  " n o n - c a s h "  
e x p e n s e s  l i k e  d e p r e c i a t i o n .

* E a r n e d  c r e d i t s  o n l y  c a n  b e  a p p l i e d  a g a i n s t  tax, r e n t a l  a n d  
r o y a l t y  o b l i g a t i o n s  r e l a t i n g  to  p r o d u c t i o n  f r o m  t h e  s i t e  o n  
w h i c h  t h e  q u a l i f i e d  a c t i v i t y  o c c u r r e d .

* Q u a l i f i e d  e x p l o r a t i o n  e x p e n d i t u r e s  m u s t  b e  c e r t i f i e d  
a n n u a l l y  b y  DHR. T h e  c e r t i f i c a t i o n  w i l l  a l s o  s p e c i f y  t h e  
d a t a  r e q u i r a m e n t a  f o r  r e c e i p t  of a c r e d i t .  (HEW)

* F n l 1o ^ j p g  t h e  e x p l o r a t i o n  p e r i o d ,  a c r e d i t  a p p l i c a n t  m a y  
s u b m i t  a *  a n y  t i m e  a l l  r e l e v a n t  d a t a  t o  t h e  D e p a r t m e n t .  T h e  
c r e d i t  m i l l  b e  a p p r o v e d  if t h e  d a t a  s u b m i t t a l  c o m p l i e s  w i t h  
t h e  d a t a  r e q u i r e m e n t s  s p e c i f i e d  in t h e  c e r t i f i c a t i o n  of 

e x p e n d i t u r e s .  (HEW)

* T h e  d a t a  m u s t  b e  k e p t  c o n f i d e n t i a l  f o r  3 y e a r s .

* T h e  s t a t e  is l i a b l e  f o r  d a n a q e s  in t h e  e v e n t  o f  a b r e a c h  

o f  t h e  c o n f i d e n t i a l i t y  r e q u i r e m e n t .  (HEW)

• C r e d i t s  c a n n o t  e x c e e d  501 o f c o m b i n e d  r o y a l t y / t a x / r e n t a l  
o b l i g a t i o n s  p e r  y e a r  o r  p a y m e n t  p e r i o d .  U n u s e d  c r e d i t s  c a n



b e  c a r r i e d  f o r w a r d  f r o m  y e a r  t o  y e a r  a n d  a s s i g n e d  to a 
q u a l i f i e d  s u c c e s s o r  in i n t e r e s t  f o r  t h e  s i t e  a t  w h i c h  t h e  

e x p l o r a t i o n  a c t i v i t i e s  o c c u r .

* C r e d i t *  c a n  b e  u s e d  f o r  u p  t o  15 y e a r s  of p r o d u c t i o n .  
( R E V I S E D  - U S E D  T O  S A Y  15 Y E A R  A F T E R  C R E D I T  IS G R A N T E D )

* T h e  b i l l  is r e t r o a c t i v e  to  J a n u a r y  1, 1 9 9 5  t o  a l l o w  for 
fu l l  y e a r ' s  c r e d i t  d u r i n g  1995.



a i r b o r n e  g e o p h y s i c a l  m a p p i n g
March 1995

In 1992 and 1994 the Alaska State Legislature funded Airborne 
Geophysical Mapping at selected locations around the state. The 
DNR Division of Geological A Geophysical Surveys (DGGS) managed the 
work and now has the completed maps and data (including on CD) 
available for sale to the public.

These investments by the State have already b e e n  a catalyst for 
s i g n i f i c a n t  new private industry 'nvestments. In ioe« areas DGGS 
w o r k e d  w i t h  mining companies and private l a ndowners and obtained 
their assistance and confidential data w h i c h  w a s  u s e d  by DGGS to 
increase the coverage and accuracy of the mapping. Some of the 
highlights of this program and its impact follow.

The State's 1993 Airborne Geophysical M a p p i n g  p r o g r a m  surveyed 
po r tions of the Nome, Nyac, Valdes C r e e k  and C i r c l e  Mining 
Districts. The 1994 program surveyed areas in the Fairbanks and 
R i c h a r d s o n  M i n i n g  Districts.

The maps and data for the Nome area were r e l e a s e d  in February of 
1994 and duri n g  that summer one major m i n i n g  c o m p a n y  staked 120 new 
m i n i n g  claims and another major company n e a r l y  d o u b l e d  its intended 
e x p l o r a t i o n  budget for the area. Other i n d ividual prospectors and 
miners, as well as other major mining companies, o b t a i n e d  the DGGS 
d a t a  and did varying amounts of exploration and cla i a  staking in 
the area.

The maps and data for the Circle Mining D i s t r i c t  w e r e  released in 
April of 1994 and one major company d e d i c a t e d  an e x p loration crew 
for the entire summer for exploring targets i d e n t i f i e d  froa the 
maps. Also, several local prospectors and a i n e r s  concluded 
a g r e e m e n t s  w i t h  junior aining companies that will result in more 
intense w o r k  d u r i n g  1995.

FAIRBANKS AREA A C T I V I T Y

T h e  impact that the 1994 Airborne Geop h y s i c a l  M a p p i n g  prograa has 
h ad in the Fairbanks District has been phenomenal!

T h e  maps and data for the Fairbanks and R i c h a r d s o n  M i n i n g  Districts
w e r e  r e l eased February 7, 1995. On that v e r y  day the DGGS
c o l l e c t e d  more than $5,000 as the result of its sales of that 
material. This is three times the a m o u n t  that any previous 
p u b l i c a t i o n  had elicited. About 200 order forms w e r e  handed out at 
a V a n c o u v e r  mini n g  trade fair that same w e e k  and the DGGS is now 
s e n d i n g  n o t i f i c a t i o n  of the saps to the 4,000 companies and 
i n d i v i d u a l s  on its mailing list.



R e g a r d i n g  work in the field, between November 1, 1994 and March 8, 
1995 a total of 80.81 square alias of mining claims and upland 
p r o s p e c t i n g  sites were staked in the Fairbanks Mining District. 
A l t h o u g h  some of the claims predated the release of the geophysical 
data, company geologists say that the staking was done to establish 
a land position in a n t icipation of ths data. Givsn that ths 
a v e r a g e  cost to stake a square mile is about $2,400, (ie for 16 
m i n i n g  claims) it can be e s t imated that about $192,000 has already 
b e e n  spent. This would be almost totally for local people and 
s u p p o r t  services.

E v e n  d u r i n g  this winter, one ma j o r  mining company has been busy 
s t a k i n g  claims and drilling in ths Fairbanks area, partly in 
r e s p o n s e  to the information p r o v i d e d  by the maps. By the end of 
F e b r u a r y  this company had a l r e a d y  spent as sue*! as the cost of ths 
s n t i r e  g e ophysical survsy for the Fairbanks District. T h e  cost of 
the g e o p h y s i c a l  sur v e y  for the Distr i c t  wee $365,000.

If these surveys result in find i n g  another mine the sixe of Fort 
Knox, the result would likely be: capital investment of $250 to
300 million; construction jobs for upwards of 300 w o r k e r s  for two 
to t h r e e  years; 250 new skilled, year-around, close-to-hcstt m i n i n g  
jobs; an annual payroll of about $20 million; several mill i o n  
d o l l a r s  per year in local taxes for 15-20 years; economic activ i t y  
f r o m  all manner of associated supplies and services. A n d  all this 
d u e  in part to the catalyst created by a State investment of 
$365,000.

In 1994 o v e r  $14 million was invested in mine r a l  exploration and 
d e v e l o p m e n t  in interior Alaska, m o s t l y  in the Fairbanks area. 
Local geologists, consultants, surveyors, samplers, bushcutters, 
d r i l l e r s  and helpers, expediters, engineers, truckers, equipment 
o p e r a t o r s  and pilots were e m p l o y e d  in these projects. Food, fuel 
a nd s u p p l i e s  for these o p e r a t i o n s  were also bought locally.

A i r b o r n e  Geoph y s i c a l  M a p p i n g  ia tr u l y  an investment in t h e  future 
o f  t b a  state. A n d  even though o n l y  a few selected areas have aa 
y e t  b e e n  covered, the impact is a l r e a d y  significant. T h e  data that 
has b e e n  g e n e r a t e d  will be a v a i l a b l e  for d e c a d e s  to come and aa new 
c o m p u t i n g  t e c h n i q u e s  are d e v e l o p e d  will be re-processed providing 
n e w  i n s i g h t s  and n e w  e x p l o r a t i o n  targets. M a j o r  m i n e r a l i s e d  areas 
a r e  k a o m n  m i l  a r o u n d  the S t a t e  and a p p l i c a t i o n  o f  Airbo r n e  
G e o p h y s i c a l  M o p i n g  can p r o v i d e  a s t i mulus for In v es t m e n t s  in these 
a r e a s  j u s t  a m  it has in nctm  and Fairbanks.
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Alaska Minerals Commission____________________________________________________________________

FINDINGS AND RECOMMENDATIONS 
PART A: ISSUES REQUIRING STATE ACTION 

INCENTIVES
F IN D IN G : The AJaskari minerals industry competes in a global market for mineral exploration and development 
dollars. Although Alaska is blessed with an abundance o f geologically favorable terrane. it has suffered because 
o f its remoteness, the lack o f transportation, infrastructure, and seasonal constraints. Equally important is the 
industry’ ? perception that State and Federal agencies art not supportive o f mineral development m Alaska

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

----------------------------------------- THE CO M M ISS IO N  REC O M M EN D S THAT: ---------------------------------------
/ . The Governor and Legislature should create economic incentives that will provide financial encour­

agement and help offset some o f  the real and perceived problems facing exploration and dnelop- 
ment in Masks*. Incentives that should be considered include credits fo r  expenditures on explora­
tion drilling and geophysics that can be deducted from claim rents, the mining license tax. produc­
tion royalties, and income taxes. An increased budget fo r  educational and promotional efforts is 
also recommended.

GEOPHYSICAL AND GEOLOGICAL MAPPING
F IN D IN G : Many other countries provide airborne geophysical surveys to guide and complement traditional 
geologic mapping and geochemical surveys. Commonly several millions o f dollars per year are invested in order 
to survey several thousands o f square miles. This has been found to be a cost effective marketing tool to attract 
mineral exploration investment.
In 1993 Alaska contracted for airborne surveys o f 1.100 square miles and in 1994 for an additional 750 square 
miles. At least half of Alaska's 160.000 square miles o f State land (104 million acres) has high mineral v alue 
However, at the p an n e  level of funding it w ill tike well over 80 yean to survey these mineral lands

Although the m e fp o f the 1993 aaborm  geophysical survey were not available until April o f 1994. already 
increased claim s t^ k g  and exploration activity can be documented in the Nome and Circle areas. The maps 
from the 1994 surveys o f  the Fairbanks and Richardson districts should be available in early 1995. but already 
(October. 1994) there is significantly more exploration interest in both areas.

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

—  THE CO M M ISS IO N  REC O M M EN D S  THAT: ---------------------------------------
2. The Governor and Legislature should invest 55 million per sear fo r the nest decade, preferabh 

through foundation funding, in airborne jrv /h m cu / surveys and complementary geological j nd 
geochemical surveys.
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Sponsor Statement - HB 197

An Act P rov id ing  fo r  E xp lo ra tion  Incentive C redits fo r  Activ ities 
In vo lv in g  Locatab le  and Leasab le M inera ls and C oa l Deposit? on

Certain Land in the State.

A la sk a 's  econom ic fu tu re  is dependent upon resource deve lopm en t, 
a lw ays has been and a lw ays w ill be. that's a fact. A laska is rich in 
m inera l resou rces. M any o f  ou r com m unities, includ ing ou r cap ita l o f  
Juneau, ow e their ve ry  existence to the rich m inera l deposits beneath 
o r near m un ic ipa l boundaries. Future deposits have yet to be 
d iscovered  and w ill o n ly  be deve loped fo llow in g  extensive 
e x p lo ra t io n  e f fo r ts .

But A la ska  a lone does not have a lo ck  on opportunities. O ur w orld  is 
now a g lo b a lly  com petitive arena. Com petition  fo r ava ilab le  
exp lo ra tio n  cap ita l is intense. In terna tiona l co rpora tions com b the 
g lobe fo r  prospects to locate and deve lop  low  cost m ining operations. 
In o rd e r to attract exp lo ra tion  in A laska , we as a state must remain 
c o m p e t i t iv e .

HB 197 o f b n  such an incentive to industry . Under this leg is la tion  
e x p lo ra t io n  d o lla rs  invested in deve lopm en t o f  a p roducing m ine 
w ou ld  be e lig ib le  fo r  cred it against taxes due as a resu lt o f  
p roduction  revenues. I f  the p rospect never advances to the 
p roduction  phase, no cred its are re leased .

W ith ou t tax incen tives, cu rrent trends w ill m ost c e rta in ly  continue .
In the past decade, a v a ila b le  exp lo ra tion  investm ents have poured



out o f  the country and into lucrative third w orld  countries where 
governm ents w elcom e investm ents with lim ited  regu la tion , m in im a l 
taxes, i f  any at a ll. and very low  cost production expenses, including 
lab o r and environm enta l. C h ile . C o lum bia . M ex ico , Indonesia and 
Canada have a ll benefited from  this ou tflow  o f  American cap ita l.
Th is is detrim enta l to ou r long  range econom ic fu ture and threatens 
to doom  ou r fu tu re generations to continued governm ent dependence 
fo r  cost o f  liv ing  subsidies.

O ften  the perception o f  the taxing environm ent w ithin a given loca le  
is ju s t as sign ificant as the tax itse lf. HB 197 proposes a tax credit
which sends a strong message to the industry that, indeed. "A la sk a  is
open fo r  business."

E xp lo ra tion  d o lla rs  stay in state. Partnerships with land rich native 
co rp o ra tion s are certain to requ ire lo ca l h ire. L og is tic a l operations 
depend w h o lly  upon lo ca l businesses fo r  loca l know ledge and 
e q u ip m e n t .

G iven  the fact that A laskan ninmg operations have to contend w ith 
high la b o r costs , log is tic a l com p lex ities and lim ited  in frastructu re in 
vast areas o f  the state, it  is reasonab le that we encourage interested 
parties th rough tax c re d iu . W ithou t extensive exp lo ra tion . p roducing 
m ines w ill u n lik e ly  occur.

HB 197 is p rio rity  ooc fo r  the A laska M inera ls Com m ission . This
astute body has reviewed a ll aspects o f  the m ining industry in 
A la sk a  and concluded that this is essenoa l leg is la tion .

Th is le g is la tion  was considered  dunng the E ighteenth Leg is la tu re  and 
passed both bod ies. U n fo rtu n a te ly , the changes made in the Senate 
fa ile d  to rece ive concu rrence due to ad jou rnm ent.

The adm in istra tion  is pursuing s im ila r leg is la tion  fo r  o i l and gas 
e x p lo ra t io n  and deve lopm ent tax cred its in an e f fo r t  to stim ulate

Sponsor Statement • HB 197
Page 2 o f 3.



Sponsor Statement • HB 197
Page 3 of 3.

additiona l deve lopm ent o f  ou r petro leum  resources. HB 197 para lle ls  
this outreach e f fo r t  into the m inera ls industry .

I support the A laska  M inera ls C om m ission  and have introduced this 
leg is la tion  on their beha lf. I encourage you r consideradon and 
endorsement on HB 197. Thank you.



Alaska Slate Legislature
HOUSE OF REPRESENTATIVES

Committee on Resources

State Capitol 
Juneau, Alaska 

99801

L e tter o f  Intent to accompany C SH B 197 (R e s )

It is the intent o f the House Resources Committee that in 
implementing HD 197, the D ivision o f  M ining and W ater make every 
e ffo rt to m inim ize and lim it regulations. The committee views this 
legislation as a positive signal to investors who may be considering 
investment in A laska. Promulgation o f a complex set o f  regu lations 
would send a negative message to investors who view  com p lex ity  
and uncertainty as undesircab le .

House Resources Comm ittee
D ill W illiam s. C o-Chair 
House Resources Com m ittee

A d o p t e d  by tne Ho u s e :  3 / 2 5 9 5



I

2

3

4

5

6
7

8

9

10

I t
12

13

14

15

94J0M AZ ;
Omowadi

4/26/95

WORK DRAFT WORK DRAFT WORK DRAFT

SENATE CS FOH CS FOR HOUSE HIM . NO. I97|RRS>

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE • FIRST SESSION
BY THE SENATE RESOURCES COMMTTTVS

OITfml:

Rrfmrd:

Spoa«on»>: REFRESEN'TATtVD FOSTER. Veit*. K«*r. M«Urr. Tm ttry, ■*«. S i n k * .
Jamt*. \S tilutni A B ILL  

FOR AN ACT ENTITLED 

"An Act prmiding for ctploralkm incrnthr credit* for activHici Involving lo >ublr 

and leasable mineral and coal drpntUt on certain land in Ibe tU le ; and 

protidlng for an cfTectite date."

HE IT  ENACTED BY THE LEG ISLATURE OF THE STATE OF ALASKA:

* Section I. AS 27 u  amended by adding a on* chapter to read
CHAPTER 30 EXPLORATION INCENTIVE CREDITS 

See. 27 30 010 EXPLORATION INCENTIVE CREDITS AUTHORIZED
(a ) The commnuoocr thall grant to a pcrton dnenbed in Id) o f (hit ««ctMQ an 
exploration incentive credit for the eligible cotta of each of the following cip lonooo 
activities that are performed on or for the benefit o f land ta the uaie for the purpotr o f 
determining the eituencr. location, ettent. or quality o f a beatable or IraaaMe mtocnl 
or coal dcpout. rrgardktt of whether the Land it uate owned land

(1)  utnejing by gcoptyttcal or gcochcmnal methodt.
(21 drilling etploration holet.
(3 ) conducting underground etptorauoo.

• I. SOI CM B ir iR fJ t )
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(4) turf act trenching and bulk sampling. or
(5) performing other ctpkxatory work, including acrul photograph*, 

geological and gcrphytkal logging. sample analywt. arvl mctalhiffKai tcttmg
tb) Excep* at provided in (c) of thii section. an exploration incentive credit may 

not be granted under (a) of thit section for exploration activity described in that 
subsection that occur* after the mine construction commencement date of a new mine 
In thit subsection. ‘mine construction commencement date of a new mine* meant the 
date no Utcr than which all of the following have occurred

(I )  there hat been issued to the owner or an agent of the owner permits, 
kmc*, and title and other rights in land, and other approvals, permits, bcrnsc*. and 
certificate*, by federal, state, and local agencies that a reasonable and prudent person 
would consider adequate to commence construction of a mine in the expectation that all 
other approvals, permit* licenses, and certificates necessary for the completion of the

14 facilities will he obtained.
Cl) all approvals, prrmts. license*. and certificates arc in full force and 

effect, unrtvoked and without any modification that might jeopards** the completion or 
17 | continued construction of the mine, and
I* (3 ) an order, judgment, decree, determination, nr award of a court or
19 administrative or regulatory agency enjoining, either temporarily or permanently, the
20 conunxtioo or the continuation of construction of the mine it nee in effect
21 <C) In addition lo the grant of an exploration incentive credit for a new mine
22 under tb) of Hut section, an exploration mcerrne credit may be graaacd uedrr «a> of thit
23 ' section far rtp iooooo activity described in hat subsection for a mine that had
24 I prrvwxnly oprrwedL hat crated to opener. and for wfuch all previous rmruag approvals.
25 prrrvts. berates and certificates that allowed the pervious operation are no longer in
26 ! effect However, under tfut subsection. an ttptoranon mcentiv* credit may nor be
2? granted under (a) of this section for c p t o U M  activity that occurs after the nunc
21 reopening date In this subsection. *n*ne recpresng daw' meant the daw not later than
29 | which all of the follow mg have occurred
34 0 )  there hat been issued to the owner or an agrot of the owner permits.
31 teases. and title and other rights in land, and other approvals, permits. licenses. and
32 certificates, by federal, sxau. and local agencies that a reasonable and prudent person

M  %  < a ||»  I?*1U3D -I
a w  r m  r c r r  r + A c r r r t s i



would consider adequate to commence operation of the former mine in the expectation 
(hat all other approval#, permits, license*. and certificates necessary for the completion 
of the facilities will be obtained.

(2 ) all approval*, permit:, licensee. and certificate* for the reopened mine 
are in full force and effect, umcvoked. and without any modification that might 
jeopardise the reopening of the former mine, and

(3 ) an order, judgment, decree, determination, or award of a court or 
administrative or regulatory agency enjoining, either temporarily or permanently, the 
reopening of the former mine 11 nor in effect

(d> An exploration incentive credit may be granted under this chapter only to
(1 ) a natural person who is at least 18 yean of age.
(2 ) a partnership qualified to do business in the state.
(3 ) a corporation qualified to do business in the state.
(4 ) a limited liability company qualified to do business m the state.
(3 ) a legal guardian or trustee of a qualified natural person described in

<l) of this subsection, or
(6 ) any association of persons listed in ( I )  • (3) of this subsection 

Sec 27 .30020 PROCEDURE FOR REQUESTING AND TAKING THE 
CREDIT To obtain the credit author:red by this chapter.

( 11 a person shall submit a request for the credit as follow*
tAl the person shall submit a request and a statement of 

expenditure* for the pervious calendar year not later than 60 day* after the close 
of that calendar year.

(B ) the request mud
ft) describe the work accomplished during the previous 

year, the number of employer*, and the names and number of 
corxushants. and

(is) provide a detailed list or ledger of expenditure* of the 
accomplishments described in li) of this subparagraph and a list of 
exploration activity data that in the future will be made available lo the 
coommsoanr under (2NA) of this section.

(O  the person submitting the request tt not required to bansmii

d  SOI i MW l»7(WS:
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copies o f  receipts with the request, but the statement o f expenditures is subject 
to audit in the discretion o f the com p  <*sionen

(D )  i f  the commissioner determines to audit the statement o f  
expenditures, the commissioner may require the person submitting the request to 
justify  c laim s o f  expenditures with receipts and other reliable in formation;

(E )  the commissioner shall respond to the request by 
September 30 by certifying o r not certifying the person s expenditures; i f  the 
commissioner

( i )  docs not certify expenditures, the commissioner shall 
state the reasons for denial o f certification and give the person making the 
request an opportunity to correct any problems or to provide additional 
in form ation;

( l i )  certifies expenditures, the commissioner shall specify 
the exploration activity data requirements fo r that year that must be 
presented to the department at the time • f  the taking o f the credit;

(F )  if the commissioner neither certifies nor denies certification 
o f  expenditures by September 30. the expenditures are certified as submitted.

( 2 )  the person whose expenditures have been certified under ( I )  o f  this 
subsection may thereafter request the taking o f the credit fo r the certified expenditures 
as fo llow s:

<A» the person shall deliver to the commissioner the exp loration 
activity data identified by the commissioner under ( IXEM i i ) o f  this section, and 
shall request the commissioner's approval o f the taking o f the credit;

(B )  the commissioner shall approve o r disapprove the taking o f  
the credit within six months after receipt o f the request fo r taking o f  the credit; 
i f  th*

( i )  exploration activity data complies with the
requirements identified by the commissioner under (IX E M ii) o f  this 
section, the commissioner shall approve the taking o f  the credit;

( i t )  request is disapproved, the commissioner shall state
the reasons for disapproval and offer the person seeking to tak. the credit
an opportunity to correct any problems o r to provide additional

ICS CM III IF T iM S i -S.
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exploration activity data or other information;
(C ) i f  the commissioner neither approves nor disapproves the 

request to take the credit wiu.in six months after submission o f  the request, the 
taking o f the credit is approved.
Sec. 27 .30.030. A PPL ICAT ION  OF THE CRED IT , (a ) In a tax year o r royalty 

payment period, subject to (c ) o f this section and the respective lim itations o f  this 
subsection, the person may apply the credit, the taking o f which was approved under 
AS 27 .3 0 .0 20 (2 ). against

( 1) taxes payable by the person
(A ) under AS -*3.65; application o f  the credit under this 

subparagraph may not exceed the lesser o f
( i )  50 percent o f the person’s tax liability under AS 43 .65 

for the tax year that is related to production from  the mining operation at 
which (he exploration activities occurred, as shown under (b ) o f  this 
section: o r

( i i )  50 percent o f  the person's total tax liab ility under 
AS 43 65 fo r the tax year;

(B )  under AS 43 .20 ; application o f  the credit under this 
subparagraph may not exceed the lesser o f

( i )  an amount equal to the amount determined under 
(A H i) o f  this paragraph: or

( i i )  50 percent o f  the person’s total tax liab ility under 
AS 43-20 fo r the (ax year: and
(2 ) mineral production royalty payments payable by the person under 

AS 38 .05 .1 35  • 38 .05 .175 and 38 05 .212 fo r production from  the mining operation at 
which the exploration activities occurred, application o f  the credit under this paragraph 
may not exceed 50 percent o f  the person's mineral production royalty payment liability 
from  the mining operation at which the exploration activities occurred.

(b ) I f  the person ap j'.es (he credit against the person's tax liab ility under 
(aK IX A M i) o r (a X IX B X i) o f  this section, the commissioner o f  revenue shall disallow  
application o f  the credit under (hat provision unless the person files with ti e person's tax 
return an accounting o f  the person s mining operation activities fo r each mining operation

SCS CMIB I97(KES)
* r :m * d  ID V J T n  T O T  MACKK7ZS1



I

2

3

4

5

6
7

8
9

10

I I

12

13

14

15

16

17

18

19

20

21

22
23

24

25

26

27

28

that is included in the tax return and as to which the credit is being applied. The 

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

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

person shall

(A) identify the mining operations for which the credit is claimed;

and

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

and other information about the mining operations that the Department of

Revenue may require;

(2) without regard to an exemption to which the person may be entitled 

under AS 43.65.010(a).

(c) The person may not apply the credit under this section i f  the application, 

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

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

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

application is limited by AS 27.30.030 and 27.30.050. a portion of a credit that is not 

applied under AS 27.30.030 during a lax year or royalty payment period may be earned 

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

Sec. 27.30.050. LIM IT ON APPLICATION OF CREDIT. An exploration 

incentive credit must be applied within 15 tax years or royalty payment periods after the 

taking of the credit is approved under AS 27.30.020(2), but the lax yeais or royalty 

payment periods in which the credit is applied need not be

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

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

the claim of the exploration incentive credit; or

(2) consecutive periods.

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

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

at which the exploration activities occur, but only i f  the successor in interest is a person 

qualified to obtain the credit under AS 27.30.010(d). An exploration incentive credit 

may not be assigned except as permitted in this section.

Sec. 27.30.070. RESPONSIBILITY FOR RECORD OF USE OF CREDIT. For

WORK DRAFT WORK DRAFT WORK DRAFT

SCS CS11B 197<KKS> 6-
tfgy-TaatL Ifrdcriin td  i o h c t x d  t o ?  n M c t a n r o i



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

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

of

(1) the person’s past use of credits taken under AS 27.30.020(2) and

27.30.030; and

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

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

credit under this chapter.

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

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

extended under this chapter.

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

keep the exploration activity data provided under AS 27.30.020 confidential for 36 

months after receipt by the department.

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

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

o f this section.

Sec. 27.30.099. DEFINITIONS. In this chapter.

(1) ‘'credit'' means the exploration incentive credit for activities involving 

locatable and leasable mineral and coal deposits authorized by this chapter:

(2) "eligible costs" mean the costs incurred for activities in direct support 

of exploration activity conducted at the mining operation of the exploration activity for 

the purpose of determining the existence, location, extent, or quality of a mineral or coal 

deposit; the term

(A) includes

(0 the costs of obtaining the approvals, permits, licenses, 

and certificates for an exploration activity set out in AS 27.30.010(a)(1) -

(5);

(ii) direct labor costs and the cost o f benefits for 

employees directly associated with work described in AS 27.30.010(a)(1)

-(5 );

(iii) the cost of renting or leasing equipment from panics

WORK DRAFT WORK DRAFT WORK DRAFT
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not affiliated with the person requesting and taking the credit;

(iv) the reasonable costs o f owning, maintaining, an' 

operating equipment;

(v) insurance and bond premiums associated with the 

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

(vi) payments to consultants and independent contractors;

and

(vii) the general expense of operating the person's 

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

and costs arc directly attributable to the work described in 

AS 27.30.010(a)(1) • (5);

(B) docs not in :ludc return on investment, insurance or bond 

premiums not covered under (A)(v) of this paragraph, or any other expense that 

the person has not incurred to complete work described in AS 27.30.010(a)(1) - 

(5);
(3) "exploration activity data" includes, as applicable.

(A) a representative skeleton core for each hole cored or a 

representative set of cuttings for each hole rotary drilled;

(B) chemical analytical data and nonintcrpretivc geophysical data;

(C) aerial photographs or a topographic or geologic map showing 

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

undertaken;

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

similar samples collected and their chemical analyses;

(5) "geophysical methods" means all geophysical data gathering methods 

used in mineral or coal exploration, including seismic, gravity, magnetic, radiometric, 

radar, and electromagnetic and other remote sensing measurements;

(6) "mining operation" includes all operating and nonoperating activities 

related to a mineral deposit interest, and may be comprised of one or more mining 

properties; in determining whether mining properties are part of the same mining 

operation, the commissioner may consider whether the operation, in conducting mining 

activities on several mining properties, uses common personnel, supply, and maintenance
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facilities, mining-related treatment processes, storage facilities, roads, pipelines and 

transportation equipment, and mining techniques and technology, and may also consider 

the extent to which the mineral deposit interest comprises a common mining property;

(7) "person" means only those persons listed in AS 27.30.010(d).

* Sec. 2. AS 3F 05.212(b) is amended to read:

(b) The production royalty

(1) is three percent of net income as determined under AS 43.65; and

(2) is suhiect to the exploration incentive- credit authorized bv

AS 27.30.

* Sec. 3. AS 43.20 is amended by adding a new section to read;

See. 43.20.044. EXPLORATION INCENTIVE CREDIT, (a) A taxpayer may 

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

authorized by AS 27.30.

(b) In a tax year in which a taxpayer applies against the tax levied under this 

chapter the exploration incentive credit authorized by AS 27.30. the commissioner shall 

require the taxpayer to submit the accounting of mining operation activities form required 

by AS 27.30.030(b).

* See. 4. AS 43.65.020(a) is amended to read:

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

specifically the items of gross income trom the property, including royalty received and 

the deductions and credits allowed by this chapter and the exploration incentive credit 

authorized hv AS 27.30. and other information for carrying out this chapter that the 

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

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

falsification. If receivers, trustees, or assigns arc operating the property or business, they 

shall make returns for the person engaged in mining, or the recipient of royalty in 

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

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

custody and control. In a tax year in which a taxpayer applies against the tax levied 

under this chapter the exploration incentive credit authorized hv AS 27,30. the 

commissioner shall require the taxpayer to submit the accounting of mining 

gperation jistivities.form required by AS.2I39ifl2.Qibh
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1 * Sec. 5. This Act is retroactive t£january 1, 199.̂ , and applies to activities that qualify for

2 the exploration incentive credit authorized by AS 27.30 that are undertaken after D ccerpbcrtl,

3 m i -
4 * See. 6. This Act takes effect immediately under AS 01.10.070(c). ^
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Alaska State Legislature
Session: MEMO Interim:
State Capitol 716 W 4th Avenue
Juncatjy^K 99801-1 Chcnowcth, Attorney Anchorage AK 99501-2133

lx:gal Services
via fax: 2029 2 pages _ .

yftl 1
FROM: Annette E. Krcit/.cr, Aide tb I

Senate Resources Committee

DATE: April 26, 1995

RE: Senate Resources CS for HB 197 (LS0642\W) 4/25/95

Please incorporate the following changes into a Resources Committee substitute for HB 
197, Mineral Exploration Incentive Credits.

1) Page 2. Line 24: for which all previous mining approvals, permits, /

2) Page 2, Line 25: DELETE: (have expired and)

Page 2. Line 26: DELETE: (renewable); insert: in effect.

3) Section 27.30.020 beginning at Page 3. line 12: It took awhile to work through
this process, but after walking through how this is expected to work, I believe what really 
happens is that the applicant submits a REQUEST for the credit. There was no discussion 
by DNR, by the sponsor, by anyone about an APPLICATION and what that would l>e. 
After talking with the sponsor's staff. I think it’s better to replace (APPLICATION! with 
REQUEST throughout this section. 1 still think it's fair to say applicant, instead of 
requester.

'Hie second item in this section is departmental approval of the REQUEST (see page
3. lincl 3). What the applicant wants from the department is certification of the applicant’s 
expenditures, not approval o f the expenditures. REPLACE (approval] (line 13) with 
certification. INSERT applicant's annual before "expenditures as follows" (line 14). 

Thirdly, Page 4. Lines 12-14:
(2) the credit applicant whose (application) request has been approved 

and expenditures certified under ( I ) of this subsection may thereafter request the taking of 
the credit for the approved (application) request and certified expenditures as follows: 

Finally, do you think the title, then, for this section should be "Procedure for 
Requesting and Taking the Credit? I was trying to find the clearest wording to reflect what 
this section docs, so that it's not confused with "Application of the CrcJii (See.
27.30.030).

4) Page 5. Line 9:
DELETE: (calculated] Insert: shown /

5) Page 6. Lines 26-27: DELETE: a qualified applicant!; once the applicant has
assigned the credit to a successor in interest, the applicant may not use the 
assigned credit).



6) Page 7, Line 29: insert after "costs o f ’ owning

7) Page 8, Lines 7-10:
(13) docs no: include [noncash expenses such as depreciation and 

reserves, interest or other costs of borrowed funds,] return on investment, 
insurance or bond premiums not covered under (A)(v) of this paragraph, or any other 
expense [that is unreasonable or] that the applicant has not incurred to
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SENATE CS FOR CS FOR HOUSE B ILL NO. 197(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sporuoris): REPRESENTATIVES FOSTER. Veaey. Kelly, Mulder. Toohey, Brice, Phillip*, MackJr, 
Jam a, William*

A B ILL 

FOR AN ACT ENTITLED 

An Act providing for exploration incentive credits for activities involving locatable

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

providing for an effective date,"

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

• Section 1. AS 27 is amerd-’d by adding a new chapter to read:

CHAPTER 30. EXPLORATION INCENTIVE CREDITS.

Sec. 27.30.010. EXPLORATION INCENTIVE CREDITS AUTHORIZED,

(a) The commissioner shall grant to a qualified applicant an exploration incentive credit 

for the eligible costs of each o f the following exploration activities that arc performed

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

location, extent, or qualify of a locatable or leasable mineral or coal deposit, regardless 

of whether the land is state-owned land:

(1) surveying by geophysical or geochemical methods;

(2) drilling exploration holes;

(3) conducting underground exploration;

- I -  SCS CSHB !97<RES)
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(4) surface trenching and bulk sampling; or

(5 ) performing other exploratory work, including aerial photographs, 
geological and geophysical logging, sample analysis, and metallurgical testing.

(b) Except as provided in (c) o f this section, an exploration incentive credit may 
not be granted under (a) o f this section for exploration activity described in that 
subsection that occurs after the mine construction commencement date of a new mine. 
In this subsection, "mine construction commencement date o f a new mine** means the 
date no later than which all o f the following have occurred:

(1) there has been issued to the owner or an agent o f the owner permits, 
leases, and title and other rights in land, and other approvals, permits, licenses, and 
certificates, by federal, state, and local agencies (hat a reasonable and prudent person 
would consider adequate to commence :onstruction o f a mine in the expectation that all 
other approvals, permits, licenses, and certificates necessary for Ute completion of the 
facilities will be obtained;

(2) all approvals, permits, license:, and certificates arc in full force and 
effect, unrevoked and without any modification that might jeopardize the completion or 
continued construction of the mine; and

(3 ) an order, judgment, decree, determination, or award of a court or 
administrauvc or regulatory agency enjoining, either temporarily or permanently, the 
construction or the continuation o f construction o f the mine is not in effect.

(c) In addition to the grant o f an exploration incentive credit for a new mine 
under (b) o f this section, an exploration incentive credit may be granted under (a) of this 
section for exploration activity described in that subsection for a mine that had

y-. •  C *
previously operated, has ceased to operate, and for which 1 (previous approvals, permits, 
licenses, and certificates that allowed the previous operation have expired  ̂and are no 
longer renewable^ However, under this subsection, an exploration incentive credit may 
not be granted under (a) o f this section for exploration activity that occurs after the mine 
reopening date. In this subsection, 'mine reopening date' means th. date not later than 
which all of rhe following have occurred:

( I ) there has been issued to the owner or an agent o f the owner permits, 
leases, and title and other nghts in land, and other approvals, permits, licenses, and 
certificates, by federal, stale, and local agencies that a reasonable and prudent person

SCS CSHB !97<RES) -2-
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would consider adequate to commence operation of the former mine in the expectation 
that all other approvals, permits, licenses, and certificate:, necessary for the completion 
of the facilities will be obtained;

(2) all approvals, permits, licenses, and certificates for the reopened mine 
are in full force and effect, unrevoked, and without any modification that might 
jeopardize the reopening of the former mine; and

(3) an order, judgment, decree, determination, or award of a court or 
administrative or regulatory agency enjoining, either temporarily or permanently, the 
reopening of the former mine is not in effect.

Sec. 27.30.020. PROCEDURE FOR OBTAINING- AND TAKING THE 
CREDIT. To obtain the credit authorized by this chapter,

I • ■( I ) the prospective credit applicant must submit an application for the 
credit setting out the applicant's annual expenditures and obtain the department s approval 
of tho expenditures as follows:

(A) the applicant must submit a statement of expenditures for the 
previous calendar year not later than 60 days after the close of that calendar year.

| 4 < *• I *(B ) the application must
(i) describe the work accomplished dunng the previous 

year, the number of employees, and the names and number of
consultants; and r

I*  1
(ii) provide a detailed list or ledger of expenditures of the 

accomplishments described in (i) of this subparagraph and a list of 
exploration activity data that in the future will be made available to the 
commissioner under (2MA) of this section;

(O  the applicant is not required to transmit copies o f receipts 
with the application, but the statement of expenditures is subject to audit in the 
discretion of the commissioner.

(D) if the commissioner determines to audit the applicant s 
statement of expenditures, the commissioner may require the prospective credit 
applicant to justify claims of expenditures with receipts and other reliable 
information;

(E ) the commissioner shall respond to the prospective credit

WORK DRAFT WORK DRAFT WORK DRAFT
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applicant's application by September 30 by approving or disapproving it; if the 
commissioner

i t ' t f ,  *(i) disapproves the application, the commissioner shall 
state the rcasoiis for disapproval and give the applicant an opportunity to 
coned any problems or to provide additional information;

(ii) approves the application, the commissioner shall 
certify the applicant's expenditures and specify the exploration activity 
data requirements for that year that must be presented to the department 
at the time of the taking of the credit;

(F ) if the commissioner neither approves nor disapproves the
i f V  . ** •'• *application by September 30. tlic application is automatically approved;

(2 ) the credit applicant whose application has been approved.under ( I )
o f (his subsection may thereafter request (he taking of the credit for the approved

* • • • ' *r  application at follows:
(A ) the credit applicant shall deliver to the commissioner (he 

exploration activity data identified by the commissioner under (IXEMii) of this 
section, and shall request the commissioner's approval o f the taking of the 
exploration incentive credit.

(B ) the commissioner shall approve or disapprove the taking of 
the credit within six months after receipt of the request for taking of the credit; 
if (he

(•) exploration activity data complies with the 
requirements identified by the commissioner under (IXEMii) o f this 
section, the commissioner shall approve the taking of the credit.

(ii) reqocv a  disapproved, the commissioner shall state 
the reasons for disapproval and offer the applicant an opportunity to

WORK DRAFT WORK DRAFT WORK DRAFT

correct any problems or to provide additional exploration activity data or
• .. .  »Vother information.

(C ) if the commissioner neither approves nor disapproves the 
request to uke the credit within six months after submission o f the request, the 
taking of the credit a  approved
See 27 30 030. APPLICATION OF TOE CREDIT (*) In a tax vear or royalty
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payment period, the qualified applicant may apply an approved credit, subject to (c) o f 
this section and the respective limitations of this subsection, against

(1 ) taxes payable by the qualified applicant
(A ) under AS 43.65; application of the credit under this 

subparagraph may not exceed the lesser of
0 )  50 percent o f the qualified applicant's (ax liability 

under AS 43.65 for the tax year that is related to production from the 
mining operation at which the exploration activities occuned. as 
calculated under (b) of this section; or

(ii) 50 percent o f the qualified applicant’s total tax liability 
under AS 43.65 for the tax year.

(B ) under AS 43 20; application of the credit under (his 
subparagraph may not exceed the lesser of

( i )  an amount equal to the amount determined under 
(AMi) o f this paragraph, or

(ti) 50 percent cf the qualified applicant's total tax liability 
under AS 43 20 for the tax year, and
(2 ) mineral production royalty payments payable by the qualified 

applicant under AS 3805 135 - 3805.175 and 3805 212 for production from the mining 
operation at which the exploration activities occurred, application o f the credit under this 
paragraph may not exceed 50 percent of the qualified applicant s mineral production 
royalty pa>ment liability from the muting operation ai which the exploration activities 
occurred

(b) If the qualified applicant applies the credit against the credit applicant’s tax 
liability under (aXlMAMi) or (aX lXBXi) of Dus section, the commissioner o f revenue 
d u ll dual km  application o f the credit under that provision unless the qualified applicant 
files with the qualified applicant's tax return an accounting o f the qualified applicant s 
mining operation activities for each mining operation that is included in the tax return 
and os to which the credit is being applied The accounting o f mi rung operation 
activities required by this subsection shall be made

( I )  on a farm proscribed by (he Department o f Revenue, on the form, the 
qualified applicant shall
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(A) identify die mining operations for which the credit is claimed;

and

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

and other information about the mining operations that the Department of 

Revenue may require;

(2) without regard to an exemption to which the qualified applicant may 

be entitled under AS 43.65.010(a).

(c) The qualified applicant may not apply the credit under this section if  the 

application, when added to credits previously applied under this section, would exceed 

the total amount of the credits approved under AS 27.30.020.

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

application is limited by AS 27.30.030 and 27.30.050. a portion of a credit that is not 

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

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

Sec. 27.30.050. LIMIT ON APPLICATION OF CREDIT. An exploration 

incentive credit must be applied within 15 tax years or royalty payment periods after the 

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

payment penods in which the credit is applied need not be

(1) the tax year or royalty payment period in which the qualified 

applicant first incurs liability for payment of lax or royalty based on the applicant's 

activity that is the basis of the claim of the exploration incentive credit; or

(2) consecutive penods.
See. 27.30.060. ASSIGNMENT OF CREDIT. An exploration incentive credit 

may be assigned by the qualified applicant to the applicant's successor in interest for the 

mining operation at which the exploration activities occur if  the successor in interest is

a qualified applicant; once the applicant has assigned the credit to a successor in interest.
» I j.. i f J  ***

the applicant may not use the assigned credit.

Sec. 27J0.070. RESPONSIBILITY FOR RECORD OF USE OF CREDIT. For 

each mining operation, the commissioner may require each applicant who proposes to 

take the credit under AS 27.30 020(2) to provide with the request to take the credit a 

record of

( I)  the applicant s past use of credits taken under AS 27.30.020(2); and
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(2 ) other information that the commnwooer require* to determine if 
approval o f the taking o f the credit by the applicant would exceed the limita on use o f 
the credit under thit chapter

Sec. 27.30 080 RELATIONSHIP TO OTHER FUNDS. Amounu due the 
permanent fund under AS 37.13 010 thaJI be calculated before the app' cahon o f a endtt 
extended under (hit chapter.

Sec 27 30.090. CONFIDENTIALITY OF DATA, (a) The commmioocf thail 
keep the exploration activity data provided under AS 27.30.020 confidential for 36 
montht after receipt by the department

(b ) The department it liable in damage* to a pcnon who provided the 
exploration activity data under AS 27 JO 020 if the data it dm loved in violation of (a) 
o f this vection

Sec 27.30 099. DEFINITIONS. In thii chapter.
( I ) "credit* meant the exploration incentive credit for acttvioct involving 

locatable and leasable mineral and coal deposits authorized by thit chapter.
(2 ) 'eligible cotta* mean the cotta incurred for activities m direct tuppon 

of exploration activity conduced at the mining operation o f the exploration activity for 
the purpotc of determining the existence. location. extent, or quality o f a mineral or coal 
dcpout. the term

(A) include*
(i) the cotta of obtaining the approvals permits. licenses, 

and cemfkate* for an exploration activity tel out m AS 27 30 01Ota Ml) •
(3);

<ti) direct labor corn and the cot! of benefit! for 
employers directly associated »ith wort described m AS 27 .30010(a)(1)
•(3);

(in) the cod of renting or kaung equipment from pm ct 
not affiliated with the applicant.

(iv ) the reasonable cotta of matntaimng and operating
equipment.

(v ) insurance and bond premiums associated utCt the 
activities vet out in ( i) • (iv o f thit subparagraph.
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(v*.) payment! to consultants and independent contractor*.

and

(vti) the general expense of operating the taxpayer's

business. including the costs of material* and supplies, if those expenses

and corn are directly attributable to the work described in

A S  27.30 010(a)(1) * (5);

<B) docs not include noncash cxpemes_such aitdcprvctaoon and 

reserves, interest or other costs of borrowed funds^ return on investment, 

insurance or bond premiums not covered under (AX*) of this paragraph, or any 

other expense that is unreasonable or that the applicant has not incurred to 

complete work described in A S  2730010(a)(1) • (5);

(3) "esploratico activity data* includes. u  applicable.

(A) a representative skeleton core for each hole cored or a 

rrprescntatise set of cuttings for each hole rotary drilled:

<B) chcrmcal analytical data and nomnterpietive geophysical data.

(C) aerial photograph s or a topographic or geologic m a p  showing 

the locjboa of the d n U  holes, sample kxaoons. or the other exploration act} ntics 

undertaken.

(4) -geochem ical methods’ means soil. rack, water, air. segetation. and 

similar samples collected and their chemical analyses.

(5) “geophysical methods’ means all geophysical data gathering methods 

used tn mineral or coal exploration. including seismic, gravity, magnetic, radiometric, 

radar, and electromagnetic and other remote sensing measurements.

(6) -mining operation’ includes all operating and nonepcratsng activities 

related to a mineral deposit interest, and m a y  be comprised of one or more mining 

properties, to determining whether mining properties are part of the same mining 

operation, the commissioner m a y  consider whether the operation, in conducting mining 

actio net on several ttwung properties, uses c o m m o n  personnel, supply, and maintenance 

facilities, mining related treatment processes, storage facilities, roads, pipelines and 

transportation equipment, and mining techniques and technology, and may also consider 

the extent to which the mineral deposit interest comprises a c o m m o n  mining property.

(7) ’ qualified applicant’ means
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(A ) a natural person who it at least 18 year* of age;
(B ) a partnership qualified to do business in the state;
(Q  a corporation qualific I to do business in the state.
(D ) a limited liability company qualified to do business in the

state;
(E ) a legal guardian or trustee o f a qualified 'tatural person

described in (A ) o f this paragraph; or
(F ) any association o f persons listed in (A ) • (E ) o f this

paragraph.
* Sec. 2. AS 38.0S.212(b) is amended to read;

(b) The production royalty
(11 is three percent o f net income as determined under AS 43.65; and 
( l l _ i i  subject .1Q_the CAoloratlotLinctntlvc credit authoriied bv

AS 27 JO .
* See. 3. AS 43.20 is amended by adding a new section to read:

Sec. 43 .20  044 EXPLO RAT ION  IN CENT IVE  C RED IT , (a ) A taxpayer may 
apply as a credit against the tax levied under this chapter the exploration incentive credit 
authorized by AS 27.3C.

(b ) In a tax year in which a taxpayer applies against the tax levied under this 
chapter the exploration incentive credit authorized by AS 27.30. the commissioner shall 
require the taxpayer to submit the accounting of mining operation activities form required 
by AS 27.30.030(b).

* Sec. 4. AS 43 63 020(a) is amended to read;
(a) A person subject to tax under this chapter shall make a return stating 

specifically the items o f gross income from the property, including royalty received and 
the deductions and credits allowed by this chapter and the exploration incentive credit 
authorized br AS 27.30. and other information for carrying out this chapter that the 
department prescribes The return must show the mining license number and must be 
signed by the taxpayer or an authorized agent o f the taxpayer, under penalty o f unsworn 
falsification If receivers. truster s, or assigns arc operating the property or business, they 
shall make returns for the person engaged in mining, or the recipient o f royalty in 
connection with mining property. The tax due on the basts o f the returns shall be
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1 collected in the same manner as if  collected from the person of whose business they have

2 custody and control. In_atox year in whkh a taxpayer applies against the tax levied
3 under, this chapter the exploration incentive credit authorized by AS 27JO. the
4 commissioner shall require the taxpayer to submit the accounting of mining
5 operation activities form required bv AS 27.30.030(b).
6 • Sec. 5. This Act is retroactive to January I, 1995. and applies to activities that qualify for

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

8 1994.

9 • Sec. 6. This Act takes effect immediately under AS 01.10.070(c).
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OFFERED IN THE

TO: CSHB I97(RES)

1 Page 6. line 3. after "maintaining":

2 Insert owning,"

3 Page 6. lines 13 - 14:

4 Delete "depreciation and reserves, interest or other costs of borrowed funds."

5 Page 6, line 16:

6 Delete "that is unreasonable or"
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LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

DIVISION OF LEGAL SERVICES

I  JO SiWtirtl Strtvl, Suile 40'J 
Juneau. A/m iu 99H 0I-2 I05

MJL&LQ_RAi!LB L M April 24, 1995

SUBJECT: Draft SC'S CSHB 197. exploration incentive credits for mining 
activities (Work Order No 9-LS0642\U)

TO: Senator Loren Leman, Chair 
Senate Resources Committee 
ATTN Annette Kreitzer

IRO.M: Jack Chcnow 
Legislative C

I wish I better understood the concept being introduced in this version

Using the material you faxed, I have prepared thn enclosed draft committee substitute

The material relating to the credit lias been partially reordered Proposed AS 27 30 0 10 gives 
the parameters under which mining activity may be eligible for the credit Proposed 
AS 27 30 020 sets out the procedures under which the credit may be applied for and 
approved for later use by the Department o f Natural Resources According to David Rogers, 
at this point the applicant will know with some precision the total credit that lie or she may 
later claim against taxes and royalty

Proposed AS 27 30 030 then spells out how the approved credit may be later taken Note 
that, as drafted, a set ar.iount o f credit can be used three times over - once against AS 43 20 
taxes, once against AS 43 65 taxes, and once against the royalty Was this intended'* 
Proposed AS 27 30 040 authorizes the carrying forward o f unused elements o f the credit 
Proposed AS 27 30 050 sets out the time limitation on use o f the credit Proposed 
AS 27 30 060 permits its assignment The sections continue in the same order

I deleted what had been, until this point, bill section 2 The material misstated the law and. 
with the misstatement omitted, it seemed to me that the proposed additional language was not 
necessary 7 lie same objective could be reached by the amendment to AS 38 05 2 12(b)
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SENATE CS FOR CS FOR HOUSE BILL NO. 197(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY TICE SENATE RESOURCES COMMITTEE

OfTcrcd:
Referred:

Sputuorfs): REPRESENTATIVES FOSTER, Vary, Kelly, Mulder. Toohey. Ilrice, Phillip*. M n ck ic , 
James, WUIUms

A B ILL 

FOR AN ACT ENTITLED 

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

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

providing Tor an effective date."

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

• Section 1. AS 27 is amended by adding a new chapicr to read:

CHAPTER 30. EXPLORATION INCENTIVE CREDITS.

See. 27.30.010. EXPLORATION INCENTIVE CREDITS AUTHORIZED.

(a) The commissioner shall grant to a qualified applicant an exploration incentive credit 

for the eligible costs of each of the following exploration activities that arc performed 

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

location, extent, or quality of a locatable or leasable mineral or coal deposit, regardless 

of whether the land is state-owned land:

(1) surveying by geophysical or geochemical methods;

(2) drilling exploration holes;

(3) conducting underground exploration;

•I* SCS CSIIB 197(RES)
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WORK DRAFT WORK DRAFT WORK DRAFT



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

(4) surface trenching and bulk sampling; or

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

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

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

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

subsection that occurs after the mine construction commencement dale of a new mine. 

In this subsection, "mine construction commencement date of a new mine" means the 

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

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

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

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

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

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

facilities will be obtained;

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

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

continued construction of the mine; and

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

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

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

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

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

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

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

licenses, and certificates that allowed the previous operation have expired and ire no 

longer renewable. However, under this subsection, an exploration incentive credit may 

not be granted under (a) of this section for exploration activity that occurs after the mine 

reopening date. In this subsection, "mine reopening date" means the date not later than 

which all of the following have occurred:

(I)  there has been issued to the owner or an agent o f the owner permits, 

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

certificates, by federal, state, and local agencies that a reasonable and prudent person
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would consider adequate to commence operation of the former mine in the expectation 

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

of the facilities will be obtained;

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

arc in full force and effect, unrcvoked, and without any modification that might 

jeopardize the reopening of the former mine; and

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

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

reopening of the foimcr mine is not in effect.

See. 27.30.020. PROCEDURE FOR OBTAINING AND TAKING THE 

CREDIT. To obtain the credit authorized by this chapter,

( I)  the prospective credit applicant must submit an application for the 

credit setting out the applicant's annual expenditures and obtain the department's approval 

of the expenditures as follows:

(A) the applicant must submit a statement of expenditures for the 

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

(B) the application must

(i) describe the work accomplished during the previous 

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

consultants; and

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

accomplishments described in (i) of this subparagraph and a list of 

exploration activity data that in (he future will be made available to (he 

commissioner under (2XA) of this section;

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

with the application, but the statement of expenditures is subject to audit in the 

discretion of the commissioner,

(D) i f  the commissioner determines to audit the applicant's 

statement of expenditures, the commissioner may require the prospective credit 

applicant to justify claims of expenditures with receipts and other reliable 

information;

(E) the commissioner shall respond to the prospective credit

WORK DRAFT WORK DRAFT WORK DRAFT
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applicant's application by September 30 by approving or disapproving it; if  the 

commissioner

(i) disapproves the application, the commissioner shall 

state the reasons for disapproval and give the applicant an opportunity to 

correct any problems or to provide additional information;

(ii) approves the application, the commissioner shall 

certify the applicant’s expenditures and specify the exploration activity 

data requirements for that year that must be presented to the department 

at the time of the taking of the credit;

(F) i f  the commissioner neither approves nor disapproves the 

application by September 30, the application is automatically approved;

(2) the credit applicant whose application has been approved under (1) 

of this subsection may thereafter request the taking of the credit for the approved 

application as follows;

(A) the credit applicant shall deliver to the commissioner the 

exploration activity data identified by the commissioner under (l)(E)(ii) of this 

section, and shall request the commissioner’s approval of the taking of the 

exploration incentive credit;

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

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

i f  the

(i) exploration activity data complies with the 

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

section, the commissioner shall approve the taking of the credit;

(ii) request is disapproved, the commissioner shall state 

the reasons for disapproval and offer the applicant an opportunity to 

correct any problems or to provide additional exploration activity data or 

other information;

(C) if  the commissioner neither approves nor disapproves the 

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

taking of the credit is approved.

See. 27.30.030. APPLICATION OF THE CREDIT. (* j In a tax year or royalty
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payment period, the qualified applicant may apply an upproved credit, subject to the 

respective limitations of this subsection, against

(1) taxes payable by the qualified applicant

(A) under AS 43.65; application of the credit under this

subparagraph mny not exceed the lesser of

(i) 50 percent of the qualified applicant's tax liability 

under AS 43.65 for the lax year that is related to production from the 

mining operation at which the exploration activities occurred; or

(ii) 50 percent of the qualified applicant's total tax liability 

under AS 43.65 for the tax year;

(B) under AS 43.20; application of the credit under this

subparagraph may not exceed the lesser of

(i) 50 percent of the qualified applicant's tax liability 

under AS 43.20 for the tax year that is related to production from the 

mining operation at which the exploration activities occurred, as 

calculated under (b) of this section; or

(ii) 50 percent of the qualified applicant's total tax liability 

under AS 43.20 for the tax year; and

(2) mineral production royalty payments payable by the qualified

applicant under AS 38.05.135 - 38.05.175 and 38.05.212 for production from the mining

operation at which the exploration activities occurred; application of the credit under this 

paragraph may not exceed 50 percent of the qualified applicant's mineral production 

royalty payment liability from the mining operation at which the exploration activities 

occurred.

(b) If the qualified applicant applies the credit against the credit applicant's tax 

liability under (a)(l)(B)(i) of this section, the commissioner of revenue shall disallow 

application of the credit under that provision unless the qualified applicant files with the 

qualified applicant’s tax return an accounting of the qualified applicant's mining operation 

activities for each mining operation that is included in the tax return and as to which the 

credit is being applied. The accounting of mining operation activities required by (his 

subsection shall be made

( I ) on a form prescribed by the Department of Revenue; on the form, die
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qualified applicant shall

(A) identify the mining operations for which the credit is claimed;

and

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

and other information about the mining operations that the Department of 

Revenue may require;

(2) without regard to an exemption to which the qualified applicant may 

be entitled under AS 43.65.010(a).

See. 27.30.040. CREDIT MAY BE CARRIED FORWARD. Except as its 

application is limited by AS 27.30.030 and 27.30.050, a portion of a credit that is not 

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

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

See. 27.30.050. LIMIT ON APPLICATION OF CREDIT. An exploration 

incentive credit must be applied within 15 tax years or royalty payment periods after the 

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

payment periods in which the credit is applied need not be

(1) the tax year or royalty payment period in which the qualified 

applicant first incurs liability for payment of tax or royalty based on the applicant's 

activity that is the basis of the claim of the exploration incentive credit; or

(2) consecutive periods.

See. 27.30.060. ASSIGNMENT OF CREDIT. An exploration incentive credit 

may be assigned by the qualified applicant to the applicant's successor in interest for the 

mining operation at which the exploration activities occur if  the successor in interest is 

a qualified applicant; once the applicant has assigned the credit to a successor in interest, 

the applicant may not use the assigned credit.

See. 27.30.070. RESPONSIBILITY FOR RECORD OF USE OF CREDIT. For 

each mining operation, the commissioner may require each applicant who proposes to 

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

record of

(1) the applicant's past use of credits taken under AS 27.30.020(2); and

(2) other information (hat the commissioner requires to determine if  

approval of the taking of the credit by the applicant would exceed the limits on use of
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the credit under this chapter.

See. 27.30.080. RELATIONSHIP TO OTHER FUNDS. Amounts due the 

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

extended under this chapter.

See. 27.30.090. CONFIDENTIALITY OF DATA, (a) The commissioner shall 

keep the exploration activity data provided under AS 27.30.020 co iridcntial for 36 

months after receipt by the department.

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

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

of this section.

See. 27.30.099. DEFINITIONS. In this chapter,

(1) "credit" means die exploration incentive credit for activities involving 

locatable and leasable mineral and coal deposits authorized by this chapter;

(2) "eligible costs” mean the costs incurred for activities in direct support 

of exploration activity conducted at the mining operation of the exploration activity for 

the purpose of determining the existence, location, extent, or quality of a mineral or coal 

deposit; the term

(A) includes

(i) the costs of obtaining the approvals, permits, licenses, 

and certificates for an exploration activity set out in AS 27.30.010(a)(1) - 

(5);
(ii) direct labor costs and the cost of benefits for 

employees directly associated with work described in AS 27.30.010(a)(1) 

*(5);
(iii) the cost of renting or leasing equipment from parties 

not affiliated with the applicant;

(iv) the reasonable costs of maintaining and operating

equipment;

(v) insurance and bond premiums associated with the 

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

(vi) payments to consultants and independent contractors;

and

•7. SCS CSHB 197(RES)
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(vii) the general expense of operating the taxpayer’s 

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

and costs arc directly attributable to the work described in 

AS 27.30.010(a)(1)-(5);

(B) docs not include noncash expenses such os depreciation and 

reserves, interest or other costs of borrowed funds, return on investment, 

insurance or bond premiums not covered under (A)(v) of this paragraph, or any 

other expense that is unreasonable or that the applicant has not incurred to 

complete work described in AS 27.30.010(a)(1) • (5);

(3) "exploration activity data" includes, as applicable,

(A) a representative skeleton core for each hole cored or a 

representative set of cuttings for each hole rotary drilled;

(B) chemical analytical data and nonintcrpretivc geophysical data;

(C) aerial photographs or a topographic or geologic map showing 

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

undertaken;

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

similar samples collected and their chemical analyses;

(5) "geophysical methods’  means all geophysical data gathering methods 

used in mineral or coal exploration, including seismic, gravity, magnetic, radiometric, 

radar, and electromagnetic and other remote sensing measurements;

(6) ’ mining operation’  includes all operating and nonopcrating activities 

related to a mineral deposit interest, and may be comprised of one or more mining 

properties; in determining whether mining properties arc p r t  of the same mining 

operation, the commissioner may consider whether the operation, in conducting mining 

activities on several mining properties, uses common personnel, supply, and maintenance 

facilities, mining-related treatment processes, storage facilities, roads, pipelines and 

transportation equipment, and mining techniques and technology, and may also consider 

the extent to which the mineral deposit interest compnses a common mining property

(7) 'qualified applicant* means

(A) a natural person who is at least 18 yean of age;

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

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

state;

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

described in (A) of this paragraph; or

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

paragraph.

* Sec. 2. AS 38.05.212(b) is amended to read:

(b) The production royalty

1
(1) ts three percent of net income as determined under AS 43.65; and

UL.is.subittt.. lo.lhg-MclgrflHQn-in«nlhy-troUl. authorized In

AS_2?.30
•  Sec. 3. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.044. EXPLORATION INCENTIVE CREDIT, (a) A taxpayer may 

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

authorized by AS 27.30.

(b) In a tax year in which a taxpayer applies against the tax levied under this 

chapter the exploration incentive credit authorized by AS 27.30. the commissioner shall 

require the taxpayer to submit the accounting of mining operation activities form required 

by AS 27 30.030(b).

• Sec. 4. AS 43.65.020(a) is amended to read:

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

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

the deductions and credits allowed by this chapter andJtK-CXPlPPHlon Incentive cm llt 

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

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

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

falsification If receivers, trustees, or assigns arc operating the property or business, they 

shall make returns for the person engaged in mining, or the recipient of royalty in 

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

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

custody and control.
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1 * Sec. 5. This Act is retroactive to January I* I " 5 .  and applies lo activities that qualify for

2 the exploration incentive credit authorized by AS 27.30 that arc undertaken after December 31.
3 1994.

4 * Sec. 6. This Act takes effect immediately under AS 01.10.070(c).
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draft
SENATE CS FOR CS FOR HOUSE D ILL NO. I97(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE ■ FIRST SESSION 
n v  n i» : s e n a t e  r c s o ir c u  coM M fm x

(MTrrTtJ
IM m iA

RrPRFMNTWIWS M>STIR. Vwy. K«0». TeoŴ . f t* , .  rhUJlpt. Madtk,
Jam**. \\ «llum«

A B IL L  

FOR AN ACT ENTITLED 

"An Act prmtding for riplnniJloo Incmlitr credit* for aclititin involving locatable 

and Iravablr mineral and coal drpotilt on certain land in the Male: and 

providing for an efTectite dale."

BE IT  ENACTED HV T IIE  LEG ISLATURE OF THE STATE OF ALASKA:

* Section I. AS 27 it amended by adding a new chapter lo read:
CHATTER 30 EXPLORATION INCENTIVE CREDITS.

See 27 30010 EXPLORATION INCENTIVE CREDITS AUTHORIZED, 
(a ) The comm iuioner tha ll gram lo  a qualified applicant an c iptoraiion incentive crrd ii 
fo r the e lig ib le em it o f each o f  the fo llow ing ciptoranon actitioc t dial arc performed 
on or fo r the hcnclir o f land in ihe itate fo r the purpote o f determining ihc c tiuencc . 
location. eiient. or quaint o f a locatable o r Icaub le  mineral or coal dcpotii. regard le i  t 
o f whether ihe land it Male owned land

i l l  tu rtc ting  by gtophytica l o r gcochenucal methodt.
12) drilling e ip lo r aucn h o k t ;
(3 l conducting undetgtound etploraiion.
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(4) surface trenching and bulk sampling; or

(5 )  perform ing other exploratory work, including acnal photographs, 
geological and geophysical logging, sample analysis, and metallurgical testing.

(b ) Hxcept as provided in (c ) o f this section, an exploration incentive credit may 
not be granted under (a ) o f this section foi exploration activity described in that 
subsection that occurs alter the mine construction commencement date o f  a new mine. 
In this subsection, ’ mine construction commencement date o f a new m ine" means the 
date no later than which a ll o f  the fo llow ing have occurred:

11) there has been issued to the owner or an agent o f the owner permits, 
leases, and title and other nghts in land, and other approvals, permits, licenses, and 
certificates, by federal, state. a*d local agencies that a reasonable and prudent person 
would consider adequate lo  commence construction o f a mine in the expectation that a ll 
other approsals. permits, licenses, and certificates necessary fo r the completion o f  tnc 
facilities w ill be obtained;

(2 ) a ll approsals. permits, licenses, and certificates are in fu ll force and 
clfcct. unrcsoked and without any modification that might jcopordirc the completion o r 
continued construction o f the mine; and

(3 )  an order, judgment, decree, determination, or award o f  a court o r 
administrative or regulatory agency enjoining, cither temporarily o r permanently, the 
construction or the continuation o f  construction o f the mine is not in effect.

(c )  In addition to the grant o f an cxplorauon incentive credit fo r a new mine 
under tb ) o f this section, an exploration incentive credit may be granted under (a ) o f  this 
section fo r exploration activity described in that subsection fo r a nunc that had

f •previously operated, has ceased to operate, and fo r which a ll previous approvals, permits.
.... »* i-  v « . *

licenses, and certificates that allowed the previous operation have expired and arc no 
longer renewal |c However, u ider Hus subsection, an exploration incentive credit may 
not be granted under la i  o f  this section fo r exploration activity that occurs after the mine 
reopening date In this subsection, ’ mine reopening date’  means the date not later than 
which a ll o l the fo llow ing have occurred

< 11 there has been issued to the owner or an agent o f the owner permits, 
leases, and title and other nghts in land, and other approvals, permits, licenses, and 
certificates, by federal, state, and loca l agencies that a reasonable and prudent penon

(CS t M ill lt7iRK.N i .g.
.♦hr* r«»; / c f t r r c  T txr w urjtrT ::
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would consider adequate lo commence operauon of the fo. ner mine in the expectation 
that all other approvals, permits, licenses, and certificates necessary for the completion 
o f the facilities w ill be obtained;

(2) all approvals, permits, licenses, and certificates for the reopened mine 
arc in fu ll force and effect, untevoked. and without any modification that might 
jeopardize the reopening of the former mine; and

(3) an order, judgment, decree, determination, or award of a court or 
administrative or regulatory agency enjoining, cither temporarily or permanently, the 
reopening of the former mine is not in effect.

Sec. 27.30.020. APPLICATION OF CREDIT (a) In a tax year or royalty 
payment pcnod. an exploration incentive credit calculated under AS 27.30.040 may be

( I ) applied, at the discretion of the qualified applicant, against one or 
more of the following

(A) one-half o f the taxes payable under AS 43.20 for that y'M  

that are related to production from the mining operation on which the exploration 
activities occur.

B> one-half o f the taxes payable under AS 43.65 for that year 
that are related to production from the mining operation on which the exploration 
activities occur;

(C) one-half of the mineral production royalty pjyments for that 
payment period due the state under AS 38 05.135 • 3805.175 and 3805.212 for 
production from the mining operation on which the exploration activities occur.

12) earned forward to a subsequent tax year or royalty payment period, 
except as lim ited by AS 27.30.040(bl and 27.30.050.

tb) The total credits applied under taM l) c f this section against a u i o r  royalty 
payment in a tax year or royally payment pcnod may not exceed the applicant's unused 
credits that have been approsed under AS 27 30 030(2).

Sec 27 30 030 PROCEDURE FOR OBTAIN ING AND TAKING THE 
CRED IT To obtain the ctcdit authorized by thss chapter.

( I ) the prospective credit applicant must submit an application for the 
credit setting out (he applicant s annual expenditures and obtain the department's approval 
of the expenditures as follows:

•> SO* ('SUB IfNRES)
,V«v n i . r l in + j  SC&JTT? TCXT * JU CfXTtS)
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(A ) the applicant must submit a statement o f expenditure/; for the 
previous calendar year not later lhar 60 days after the close o f that calendar year,

(B ) (he application must
(i) desenbe the work accomplished during the previous 

year, the number o f employees, and the names and number o f 
consultants; and

(ii) provide a detailed list or ledger o f expenditures o f the 
accomplishments described in (i) o f this subparagraph and a list o f 
exploration activity data that in the future will be made available to the 
commissioner under (2MA) o f this subsection;

(C ) the applicant is not requited to transmit copies o f receipts 
with the application, but the statement of expenditures is subject to audit in the 
discretion o f the commissioner.

iD t if the commissioner determines to audit the applicant's 
statement o f expenditures, the commissioner may require the prospective credit 
applicant to justify claims o f expenditures with receipts and other reliable 
information;

(E ) the commissioner slull respond to the prospective credit 
applicant's application by September 30 by approving or disapproving it; if the
commissioner

(i) disapproves the applicai.un. the commissioner shall 
state the reasons for disapproval and give the applicant an opportunity to 
correct any problems or to provide additional information;

(ii) approves the application, the commissioner shall 
certify the applicants expenditures and specify the exploration activity 
data requirements for that vear that must be presented to the department 
at the time of the taking o f the credit;

(F ) if the commissioner neither approves nor disapproves the 
application by September 30. the application is automatically approved;

(2» (lie credit applicant whose application has been approved under ( I )  
o f this subsection may thereafter request the taking o f the credit for the approved 
application as follows*

WORK DRAFT WOFJ\ DRAFT WORK DRAFT
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(A) the credit applicant shall deliver to the commissioner the 

exploration activity data identified by the commissioner under ( I)(E)(ii) of this 

section, and shall request the commissioners approval o f the taking of the 

exploration incentive credit:

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

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

i f  the

(i) exploration activity data complies with the 

requirements identified by the commissioner under ( I )(E)(ii) o f this 

section, the commissioner shall approve the taking of the credit;

(ii) request is disapproved, the commissioner shall state 

the reasons for disapproval and offer the applicant an opportunity to 

correct any problems or to provide additional exploration activity data or 

other information:

iC) if the commissioner neither approves nor disapproves the 

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

taking of the credit is approved.

Sec. 27.30 040. CALCULATION OF CREDIT, (a) For each mining operation. 

Ihe amount of the exploration incentive credit that may be taken during a tax year or 

royalty payment period is the amount determined under this subsection calculated as a 

percentage of the applicants expenditures approved by the commissioner under 

AS 27.30.030:

(P  not over S50.000 of approved expenditures..............  3 percent of

approved expenditures;

<2) more than $30,000 and not over $100,000 of approved expenditures

  $1,500 plus 5 percent of the excess over $50,000 of approved expenditures;

(3) more than $100,000 of approved expenditures.................... $4,000

plus 7 percent of the excess over $100,000 of approved expenditures.

<b> Except as its application or use is limited by AS 27.30.020 and 27.30.0S0. 

a portion of a credit that is not applied or used unde; this section may be earned forward 

to and applied dunng a subsequent tax year or royalty payment pcnod.

Sec. 27 30.050. USE OF CREDIT. An explorauon incentive credit

WORK DRAFT WORK DRAFT WORK DRAFT
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(1) must be used within 15 tax years or royalty payment periods after the 

taking of the credit is approved under AS 27.30.030(2), but the tax years or royalty 

payment periods in which the credit is used need not be

(A) the tax year or royalty payment period in which the qualified 

applicant first incurs liability for payment of tax or royalty based on the 

applicant’s activity that is the basis of the claim of the exploration incentive 

credit; or

(B) consecutive periods; and

(2) may. for the purposes described in AS 27.30.020, be assigned by the 

qualified applicant to the applicant's successor in interest for the mining operation at 

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

once the applicant has assigned the credit to a successor in interest, the applicant may 

not use the assigned credit.

See. 27.30.060. RESPONSIBILITY FOR RECORD OF USE OF CREDIT. For 

each mining operation, the commissioner may require each applicant who proposes to 

take the credit under AS 27.30.030(2) to provide with the request to take the credit a 

record of

(1) the applicant's past use of credits approved under AS 27.30.030(1);

(2) the applicant's past use of credits taken under AS 27.30.030(2); and

(3) other information that the commissioner requires to determine if  

approval of the taking o| the credit by the applicant would exceed the limits on use of 

the credit under this chapter.

See. 27,30070. RELATIONSHIP TO OTHER FUNDS. Amounts due the 

permanent fund under AS 57 13.010 shall be calculated before the application of a credit 

extended under this chapter.

See. 27.30.080. CONFIDENTIALITY OF DATA, (a) The commissioner shall 

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

months after receipt by the department.

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

exploration activity data under AS 27.30 030 if  the data is disclosed in violation of (a) 

of this section.

See. 27.30 090. DEFINITIONS. In this chapter.

SCS CSHB I97<RES> •*.
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(1) "credf" means Ihe exploration incentive credit for activities involving 

locatable and leasable mineral and coal deposits authorized by this chapter,

(2) “eligible costs" mean the costs incurred for activities in direct support 

of exploration activity conducted at the mining operation of the exploration activity for 

the purpose of determining the existence, location, extent, or quality of a mineral or coal 

deposit; the term

(A) includes

(i) the costs of obtaining die approvals, permits, licenses, 

and certificates for an exploration activity set out in AS 27.30.010(a)(1) -

(5);

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

employees directly associated with work described in AS 27.30.010(a)(1)

-(5):

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

not affiliated with (he applicant;

(iv) the reasonable costs of maintaining and operating

equipment;

(v) insurance and bond premiums associated with the 

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

(vi) payments to consultants and independent contractors;

and

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

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

and costs are directly attributable to the work described in 

AS 27.30.010(a)(1). (5);

lB) does not include noncash expenses such as depreciation and 

reserves, interest or other costs of bo rowed funds, return on investment, 

insurance or bond premiums not covered under (A)(v) of this paragraph, or any 

other expense that is unreasonable or that the applicant has not incurred to 

complete work described in AS 27.30.010(a)(1) * (5);

(3) “exploration activity data" includes, as applicable.

(A) a representative skeleton core for each hole cored or a

WORK DRAFT WORK DRAFT WORK DRAFT

•7. SCS CSHB 197(RES)
.» ,> * '- 'n d e r lin e d  [CZLZTTO 7CX7 IM C rC TZD l



I

2

3
4

5
6

7
8

9

10

11

12

13
14
15

16
17
18
19
20

21

22
23
24
25
26
27
28
29

representative set of cuttings for each hole rotary drilled;

(B) chemical analytical data and nonintcrprctivc geophysical data;

(C) aerial photographs or a topographic or geologic map showing 

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

undertaken;

(4) "geochemical methods" means soil, rock, water, air, vegetation, and 

similar samples collected and their chemical analyses;

(5) “geophysical methods” means all geophysical data gathering methods 

used in mineral or coal exploration, including seismic, gravity, magnetic, radiometric, 

radar, and electromagnetic and other remote sensing measurements;

(6) “mining operation” includes all operating and nonoperating activities 

related to a mineral deposit interest, and may be compnscd of one or more mining 

properties; in determining whether mining properties arc pan of the same mining

operation, the commissioner may consider whether the operation, in conducting mining

activities on several mining properties, uses common personnel, supply, and maintenance 

facilities, mining-related treatment processes, storage facilities, roads, pipelines and 

transportation equipment, and mining techniques and technology, and may also consider 

the extent to which the mineral deposit interest comprises a common mining property;

(7) 'qualified applicant" means

(A) a natural person who is at least 18 years of age;

(B) a partnership qualified to do business in (he state;

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

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

state:

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

described in (A) of this paragiaph; or

(Ft any association of persons IistcJ in (A) * (E) of this

paragrapn.

• See. 2. AS 38 05.1351 a»is amended to read:

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

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

All land, together with tide, submerged, or shoreland. to which the state holds title to or

WORK DRAFT WORK DRAFT WORK DRAFT
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lo which the stale may become entitled, may be obtained by permit or lease for the 

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

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

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

when determined by the c mmissioncr to be in the best interests of the state. When the 

crgdiUs_niithorj?ed bv_AS.37,3QtQ30. the commkslongrshnll allow nn exploration 

iPCTffllyc credit for activities midcq nkcn_tQ_de1cnninc the existence, location, extent. 

Qr ooallty of a locntahle or leasable mineral or coal deposit and In (IN) unpiovcn 

areas the commissioner may offer additional incentives, including a reduction of loyalty 

to a minimum of live percent in the ease of oil and gas. and other terms in and granting 

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

interests of the state to do so.

• Sec. 3. AS 38.05.212(b»is amended to read:

(b) The production royalty

LlJ «v tbrcc percent of net income as determined under AS 43.65: and 

L2> iv .subject to the exploration incentive credit authorized by

AS-27,39
• See. 4. AS 43.20 is amended by adding a new section to read:

Sec. 43 .20044  EXPLORATION INCENTIVE CREDIT. A taxpayer may apply 

as a credit against one-half of the tax levied under this chapter the exploration incentive 

credit authorized by AS 27.30.

• Sec. 5. AS 43.65.020<ai is amended to read:

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

specifically the items of gross income from die property, including royally received and 

the deductions and credits allowed by this chapter and the exploration incentive credit 
authorized hv AS 27JO, and other information for i immg out this chapter that the 

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

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

falsification. If receivers, trustees, or assigns are opcraung the property or business, they 

shall make returns for the person engaged in mining, or (he recipient of royalty in 

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

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

WORK DRAFT WORK DRAFT WORK DRAFT

•9- SCS CSIIB 197(RES)
T f.i t  ID C JST tB  7ZX7 tK K C rt7X S i



WORK D R A FT  WORK D RAFT  WORK D R A FT

custody and control.

* See. 6. This Act is retroactive to January I. 1995, and applies to activities that qualify for 

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

1994.

• Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

SCS CSHB 197(RKS) .10-
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Session:
Slate Capitol 
Junc.ujj^Js 99801-1182

Alaska State Legislature
Jack Chcnowcth, Attorney

MEMO Interim: 
716 W 4th Avenue 

Anchorage AK 99501-2133
Legal Services

via fax: 2029 two pag'"
j

FROM: Annette E. Kreitzer, Aide to \ /
Senate Resources Committee '

DATR: April 20. 1995

Senate Resources CS for IIB 197

I met this morning with staff to the sponsor and co sponsor of I IB 197, industry 
representatives, DNR and DOR on changes to HB 197 which would make it work better. 
IMease incorporate the following concepts into a Resources Committee substitute.

1) The EIC should be available to cither a new mine or for the reopening of a mine 
where new operating permits arc required. Exploration activities arc conducted in both 
eases. My thought was on page one See. 27.30.010 (a) to add in that the credits arc 
granted for both types of mines. I don't think you have to have a definition of these, but if 
you feel it's necessary - go for it.

2) Page 2, lines 2K-29: the credit is not deductible against rents payable under AS 
38.05.211. DELETE |(C) annual rent payable under AS 38.05.211 for the site 
on which the exploration activities occur;| and DELETE any other reference 
to the credit being applicable against rents.

3) Page 3, lines 2-12 and 13-32 speak about the applicant "certifying’’ annual 
expenditures, and submitting a "certification" of those expenditures. This language is 
confusing to me. What docs it take for the applicant to "certify" expenditures? The 
department is actually (in my thinking) the 'certifying" agency. The language should more 
clearly reflect the intent here for the applicant to apply to the department for certification of 
allowable expenses. The applicant submits a list of expenditures for the previous calendar 
year... describing the work accomplished during the previous year...the applicant is not 
required to transmit copies of receipts, but submitted annual expenditures arc subject to 
audit in the discretion of the commissioner,...if the commissioner determines to audit the 
applicant’s submitted annual expenditures...the commissioner shall approve or disapprove 
the submitted annual expenditures by September 30...

In subsection (l)(E)(ii) the commissioner certifies expenditures if  the commissioner 
approves the expenditures. I believe this is the best use for "certifies" and this language 
should remain. But. the commissioner is not certifying the applicant’s "certification" he’s 
certifying the applicant’s eligible costs.



4) Page 3, lines 7-9, the applicant describes the work accomplished during the 
previous year...and provides a detailed list or ledger o f expenditures, and a list of 
cxplpnilion activity data thaLmthc future-wili,beinadc available undci.(2KA) Qfihis 
sm ioiL

5) Page 4 Section 27.30.040 Limit on Credits
Agreement was reached with Department of Revenue on how the credit is to be 

computed. You may be aware that there was concern from DOR about figuring the credit at 
the mine site. Commissioner Congdon agreed to the credit being computed using the 
mining license tax notwithstanding the three year exemption in AS 43.65.010. In plain 
language: the applicant is responsible for figuring their credit. 'Die credit is computed using 
the MLT formula in AS 43,65. Even if the applicant isn’t paying MLT because of the three 
year exemption, the applicant still figures the credit using the MLT formula.

6) Page 4 Line 19 - DELETE [COMBINED], The intent is that the credit may be
applied against taxes under 43.20; 43.65. or royalties, but only up to 509c of the EACH
liability. Hie applicant can apply the credit to any of the three and to a max o f 50% for each 
of the three, but cannot take the entire combined credit and put it against one of the 
liabilities.

7) Page 4. Probably in Section 27.30.050 there needs to be language that "with each
request for credit, the applicant provide the department a status of credits for each incentive 
credit taken for that year and the balances of credits available." The intent is for the 
applicant to show a running total of what credits the applicant is racking up and what has 
been applied against royalties, AS 43.20 and/or AS 43.65.

8) Page 7: Delete (See. 3]

9) Page 2 - Docs See. 27.30.020 APPLICATION OF CREDIT have to be subject to
AS 27.30.040 and to .050, since we've created some additional limitations?

10) One final issue. Throughout the bill it speaks to credits for each "site” . The intent 
is to correlate expenses to die project for which application for a credit is being made. I’m 
not sure of language to accomplish this and will rely on your fine, legal mind for an 
answer. I reserve the right to quibble.

Thanks much for your assistance on this committee substitute.
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Ilcp lncc Page <1, Lines 17 through 20 ns follows:
Crttc'-ot AJ70A-’ 0 1 C tc'0< '

Soc . 2 7 .3 0 .0 4 0 . LIMIT ON C R E D IT S :’ (a ) Tho amount o l tho exploration incentive credit 
that may be taken during a tax year o r royalty paymont period is limited a s  follows:

(1 ) fo r taxes payable under AS 4 3 .2 0 , tho lesso r o f 50  porcont o f taxos payable under 
AS 4 3 .2 0  o r 5 0  percent of taxos calculated for tho site against which tho credit is being 
claimod as determ ined by AS 4 3 .6 5 .0 2 0 (h ); fhr/wV

(2 ) for taxes payable under AS 43 .65 , tho lesso r o f 50/o f taxos payable under AS 43 .0 5  ' 
o r 50  porcont o l taxes calculated for the sito against which tho credit is being claimod as 
detorr. nod by AS 43 .6 5 .0 2 0 (h ); and

(3 ) 50  percent o f mineral production royalty payments duo tho state undor AS 38 .0 5 .1 3 5  
- 3 8 .0 5 .1 7 5  and 3 8 .0 5 .2 1 2  fo r production from «he site on which exploration activitios occur.

1. i / fr ) t / e f '
DISCUSSION I ’OINTS

>
•r < yf

. f L
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n t jl'1•' it i
/  Mt j . J 1h s ’

This lintils the credit to 50%  o f  mining taxes calculated on a site-specific Ihis is under AS •13.65.020(h).
Under /tS 27.30.020 o f this hill, the credit amount could hr applied against mining loses, corporation taxes 
and royalties due.

Add a new section as follows:
AS 4 3 .2 0 .0 4 4  is amonded by adding a new subsoction to read:

(b ) A p o rscn  c la im ing  the e xp lo ra tio n  c red it undo r th is  sec tion  3ha ll p rov ide  to  the 
departm en t a ca lcu la tion  o f the cred it on  a fo rm  p re sc rib ed  by tho departm en t. The 
fo rm  sh a ll be accom pan ied  by the fo rm  requ ired  under AS 4 3 .6 5 .0 2 0 (h ).

This reipdres corporation taxpayers to provide an accounting o f the exploration incentive credit and 
provide doc umentation o f the calculation xvith their corporation tax return.

Add n new section as follows:
AS 4 3 .6 5 .0 2 0  is amendod by adding a now subsection to read:

(h ) A p e rs o n  c la im ing  the o xp lo ra tio n  incen tive  c red it under th is sec tion  sh a ll 
p rov id e  to the departm ent an accoun ting  o f m in ing activ ities fo r  each  site  In c luded  In 
th e re tu rn  filed  unde r th is chap te r. The accoun ting  sha ll be m ade on  a fo rm  p re sc rib ed 
by the departm en t and  accom pany  the re tu rn . Tho fo rm  sh a ll iden tify  the s ite fo r  which 
the c red it Is c la im ed  and state sp ec ific a lly  fo r  each  site, item s o f g ro s s  Incom e, 
in c lud ing  roya lty  rece ived  and the d educ tion s  and c red its  a llow ed  by th is chap te r and 
e th e r in fo rm ation  p ro sc rib ed  by tho departm en t. If the p e rson  is w ithin tho 3  and one - 
h a lf y ea rs  exem p tion  a llow ed  under AS 4 3 .6 5 .0 1 0 :a ) and c la im s a c red it u n d e r j f e  3 0 .0 5 y  ^  
o r  AS 4 3 .2 0 . the c red it s h a ll be the am oun t that w ou ld  have been  duo w ithout reqa rtT lo  
tho exem p tion .

This section requires the taxpayer to provide a site-specific accounting o f mining activities upon which the 
exploration credit w ill l>e based I f  a taxfuryer is within Ihe 3 and otte-ludf mining tax exemption, the 
amount o f  credit shall he calculated as i f  ihe tax would have hern due

♦ D I S C U S S I O N  D R A F T -
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CS FOR HOUSE B ILL NO. I97(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE • FIRST SESSION

BY THE HOUSE RESOURCES COMMITTEE

O fT frtd :
Referred:

Sponsors): REPRESENTATIVES FOSTER. Vezey

A B ILL

FOR AN ACT ENTITLED

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

and leasable mineral and •cnal'^clcposits on certain land in the stale; and

providing for an effective date."

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

• section I. AS 27 is amended by adding a new chapter to read:

V J CHAPTER 30. EXPLORATION INCENTIVE CREDITS, 

y  |  < Sec. 27.30.010. EXPLORATION INCENTIVE CREDITS AUTHORIZED, 

t -'(a) The commissioner shall grant to a qualified applicant an exploration incentive credit 

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

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

location, extent, or quality of a locatable or leasable mineral depqsiu regardless
hiL<| FKaI  A

of whether the land is state-owned land: .
A. I*  KAu JuJQ a.

(1) surveying by geophysical or geochemical methods: h d j
..................................

(2) drilling exploration holes:

(3) conducting underground exploration:

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

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

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

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

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

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

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

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

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

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

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

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

facilities will be obtained;

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

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

continued construction of the mine: and

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

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

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

Sec. 27.30020. APPLICATION OF CREDIT. An exploration incentive credit ■j-
granted under AS 27.30.030 may be

* *
(1) applied, at the discretion of the qualified applicant, against

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

to production from the site on which the exploration activities occur.
j

(B) mineral production royalty payments due the state under 

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

the exploration activities occun and

(G>~annual rent payable 

U« exploration activities txrcun— **■

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

period, except as limited by AS 27.30.040.

Sec. 27.30.030. PROCEDURE FOR OBTAINING THE CREDIT. To obtain

CSHB I97(RES) -2-
:> y  - > * -  1 ?0E IE7E0 TEXT BPACXITEO)

under AS-3&05.211 for the site xm-whicbJ'
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the credit authorized by Jus chapter, ( (

(1) the prospective credit applicant must\ccrtify( annual expenditures and 

obtain approval of an annual certification of expenditures as follows:

",
Vt J

, i 4;  * *■ \ . / • 1 Ai
r  i  y t

i .i < «
(A) the applicant must submit ja certification ofjexpenditures for 

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

yjir K c j
(B) thC|certification(lmust describe the work accomplished during j '  * ^  , 

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

consultants, and provide a detailed list or ledger of expenditure^
4 -M * At St-sLi •

(C) the applicant is not required to transmit copies of receipts (±Y/tp ci->
with the certification* but the certification is subject to audit in the discretion of A ~  

the commissioner.

(D) if  the commissioner determines to audit the applicant’s 

certificate, the commissioner may require the prospective credit applicant to 

justify claims of expenditures with receipts and other reliable information:

(E) the commissioner shall respond to the prospective credit

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

disapproving the certification: i f  the commissioner

(i) disapproves the applicant’s certification, the 

commissioner shall state the reasons for disapproval and give the 

applicant an opportunity to correct any problems or to provide additional 

information;

(ti) approves the applicant's certification, the 

commissioner shall certify the applicant's expenditures and specify the 

exploration activity data requirements for that year that must be presented 

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

(F) if  the commissioner neither approves nor disapproves the 

certification of expenditures by September 30. the certified expenditures are 

automatically approved;

(2) the prospective credit applicant whose annual certification of 

expenditures has been approved under (1) of this subsection may thereafter request 

approval of the credit for the certified expenditures as follows:

CSHB I97(RES)
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9

10

11

i

1 | (A) the credit applicant shall deliver to the commissioner the

2 exploration activity data identified by the commissioner under OXEXii) of this

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

4 i incentive credit;

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

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

(i) exploration activity data complies with the 

8 requirements identified by the commissioner under (IXEXii) of this

section, the commissioner shall approve the credit;

(ii) credit application is disapproved, the commissioner 

shall state the reasons for disapproval and offer the applicant an

/

\

an , ^

ion12 opportunity to correct any problems or to provide additional exploration

13 1 activity data or other information; j . ; j ̂
' : -  - **14 (C) if  the commissioner neither approves nor disapproves the

•* \  i
15 credit applicaoon within six months after submission of the credit application, the' ,
, ,  r ' - , X  X . I16 credit is approved. , _n * • r . . . » • • . : ^ »# • ^  S *  ̂\ * f • # 4 *
17 Sec. 27.30.040. LIMIT ON CREDITS, (a) The amount of the exploration 1

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

19 pr <J may not exceed 50 percent of the combined amount payable by the applicant as

20 (1) taxes payable under ASJ3JQ  and AS 43.65 that are related to

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

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

23 AS 38.05.135 • 38.05.175 and 38.05.212 for production from the site on which the / _________
t

24 exploration activities occur, and

25 (3) annual rent payable under AS 38.05.211 for the site on which the . ’ t

26 exploration activities occur.

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

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

29 forward to and applied dunng a subsequent tax year or royalty or rental payment pcnod

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

31 (1) must be used within 15 tax yean or royalty or rental payment penods

32 after it is approved under AS 27.30.030(aX2), but the tax yean or royalty or rental .

CSHB 197(RES) *4-
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payment periods in which the CTcdit is used need not be
(A) the tax year or royalty or rental payment period in which the 

qualified applicant first incurs liability for payment of tax. royalty, or rent based 

on the applicants activity that is the basis of the claim of the exploration 

incentive credit; or

(B) consecutive periods; and

(2) may. for the purposes described in AS 2730.020. be assigned by the 

qualified applicant to the applicant’s successor in interest for the site at which the 

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

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

assigned credit

Sec. 27.30.060. RELATIONSHIP TO OTHER FUNDS. Amounts due the 

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

extended under this chapter.

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

keep the exploration activity data provided under AS 27.30030 confidential for 36 

months after receipt by the department.

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

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

of this section.

Sec. 27.30 090. DEFINITION'S. In this chapter.

(1) ‘eligible costs* mean the costs incurred for activities in direct support 

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

of determining the existence, location, extent, or quality of a mineral or coal deposit; the 

term

(A) includes

(i) the costs of obtaining the approvals, permits, licenses, 

and certificates for an exploration activity set out in AS 27 30 OHXaX I) •

(5);

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

employees directly associated with work described in AS 27 30.010(a)(1)

•5- CSHB I97<RES>'r r :r rrr  rrr* sMC'frr:*



3
4

1 (iii) the cost of renting or leasing equipment from panics

2 I not a/filiated with the applicant:

(iv) the reasonable costs of maintaining and operating

cqi pment:
5 (v) insurance and bond premiums associated with the

6 |  activities set out in (i) • (iv) o f this subparagraph;

7 (v i) payments to consultants and independent contractors;
8 and

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

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

11 J and costs art directly attributable to the work described in

12 AS 27 300100X1) - (5);

13 (B) does not include noncash expenses such as depreciation and

14 reserves, interest or other costs of bonowed funds, return on investment.

15 insurance or bond premiums not covered under (AXv) of this paragraph, or any

16 other expense that is unreasonable or that the applicant has not incurred to

17 complete work described in AS 27.30.010(1X1) * (5):

18 (2) “exploration activity data* includes, as applicable.

19 (A) a rcpresentaavc skeleton core for each hole cored or a

20 representative set of cuttings for each hole rotary drilled;

21 (B) chemical analytical data and ncninterpreovt geophysical data.

22 lO  aenal photographs or a topographic or geologic map showing

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

24 undertaken;

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

26 similar samples collected and their chemical analyses;

27 (4) “geophysical methods* mexis all geophysical data gathering methods

28 used in mineral or coal exploration, including setsmic. gravity, magnetic, radiometnc.

29 radar, and electromagnetic and other remote sensing measurements;

30 (5) “qualified applicant* means

31 (A ) a natural person who is at least 18 years of age;

32 (B) a partnership qualified to do business in the state;

CSHB I*7(RES) 4-
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(C) a corporation qualified to do business m the state:

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

state:

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

described in (A) of this paragraph; or

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

*?’vb '» f paragraph.

• Sec. L  AS 38.05.135(a) is amended to read.

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

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

All land, together with ode. submerged, or shoreland. to which the state holds title to or 

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

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

specifically limited by AS 38.05.135 • 38.05.181. land may be withheld from lease 

applicaaon on a ftnx-come. first-served basts, and offered only on a competitive bid basis 

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

aitihQriz«Lb^\S_:iJ<?,030. Ihe commissioner shall allow an exploration incentive 

C ttd lLfotL-K lhilltt-UDdtriakcn. tQ_dctgticinc_the_cxiMcncct_localion. extent, or 

qualify of a mineral b f .ra l.d c ire iun d .in  (INI unproven areas 

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

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

permit or leisc for exploration and development whenever it appears to be in the best 

interests of the sate to do so.

• Sec. AS 38.05 211(c) ts amended to read:

(c) The rental for each year
I

HI— ii- iu b lK t  to Ihe claim of the exploration incentive credit 

authorized b» AS 2?JQ; and

«;* after a llia n c e  of ih t-g td it c fr lm c l under (1) of this subsection. 

shall be credited against the production royalty under AS 38 05.212 as it accrues for that 

year.

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

(b) The production royalty

•7. CSHB I97(RES)
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I l l  is three percent of net income aa determined under AS 43.65; and 

(*). _i3_subkct lo the exploration Incentive .credit authorized hv

ASJZJ.Q

• Sec. 5. AS 43.20 is amended by adding a new section to read;

Sec. 43.20.044. EXPLORATION INCENTIVE CREDIT. A taxpayer may apply 

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

authorized by AS 27.30.

• Sec. 6. AS 43.65 020(a) is amended to read:

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

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

the deductions and credits allowed by this chapter and the exploration Incentive credit 

authorized by AS 27.30. and other information for canying out this chapter that the 

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

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

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

shall make rerams for the person engaged in mining, or the recipient of royalty in 

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

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

custody and control.

• Sec. 7. This Act is retroactive to January l. 1995. and applies to activities that qualify for 

the exploration inccntve credit auihonzed by AS 27.30 that are undertaken after December 31. 
1994

• Sec. 8. This Act takes effect immediately under AS 01.10070(c).

CSHB I97(RE5)
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A lternative  A c c o u n tin g  M eth o d s

Separate Accounting Method

Separate Accounting f
Alaska

Alaska Income - Alaska Expenditures = Net
Income

Unitary Principle

♦Water's Edge Reporting Method (Apportionment)
A lasR tLSates A la sk a . Pcoperty AlashaJBayroll
U.S. Sales + U.S. Property + U.S. Payroll x (U.S. Income - U.S. Expenses)

Alaska
Net
Income

♦Worldwide Combined Reporting Method (Apportionment)
A la s k a S a le s  A la sk a  Property A la s k a  P a y roll A lask

Worldwide Sales + Worldwide. Property + Wortdwide__________  x (W.W. Income • W W. Expenses) « Net
Extraction 3  Incom

A irisk ti D e p a r t m e n t  o t  R e v e n u e  10  A p n i 1 9 0 5



S eparate 

A c c o u n tin g  M etho d

► "Entity" method of accounting

► Accounting based on geographic source of income of one taxpayer

► Income at each site could be determined

► Separate computation of operation income or loss

► Transfer prices must be established when transactions cross state lines

► Used by taxpayers for internal profitability analyses

Alaska Dopnrtmimt of Rfvnnuo 1 m Apri l 1995



U nitary  T ax

A c c o u n tin g  M eth o d

"Aggregate" method of accounting

Accounting based on worldwide activities of unitary group of corporations 

No site-by-site income determination

Income attribution based on formula apportionment of unitary income 

Method reflects average profitability of overall group of corporations 

Used only for calculation of taxes

A i . r k i  Deporjmnnt of Revenue  19 April 1995
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ALASKA SUCCESS FROM AIRBORNE GEOPHYSICAL MAPPING

By Stove Borell

In 1993 and 1994 the A laska  State L eg islature funded A i r borne 
G e o p h y s i c a l  M a p p i n g  at selected locations a r o u n d  the state. The 
State D i v i s i o n  of Geological & Geophysical S u r veys  (DGGS) managed 
the work and now has the completed maps and d a t a  (including on CD) 
a v a i l a b l e  for sale to the public.

T h e s e  i n vestm ents by the State have already been a catalyst for 
si g n i f i c a n t  new private  industry investments. In some areas DGGS 
w o r k e d  w i t h  m i n i n g  comp anies and private landowners and obt ained 
their a s s i s t a n c e  and confidential data which was used by DGGS to 
increase the c o v e r a g e  and accuracy of the mapping. Some of the 
h i g h l i g h t s  of this p r ogram and its impact follow.

Tho S t a t e ' s  1993 A i r borne  Geophysical M a p p i n g  p r o g r a m  surveyed 
po r t i o n s  of tho Nome/ Nyac, Valdez Creek and Circle Mining 
Districts. The 1994 program surveyed areas in tho Fairbanks and 
Richardson Mining Districts.

T h o  m a p s  and data for the *’orae Mining District were released in 
F e b r u a r y  of 1994 and during that summer one m a j o r  m i n i n g  company 
st a k e d  120 n e w  m ini ng claims and another m a j o r  c o m p a n y  nearly 
d o u b l e d  its intended exploration budget for the area. Ot her 
individual p r o s p e c t o r s  and miners, as well as o ther major mining 
companies, o b t a i n e d  the DGGS data and did v a r y i n g  a m ounts of 
e x p l o r a t i o n  and clai m staking in the area.

Th e  m a p s  and data for the Circle Mining District were r eleased in 
April of 1994 and one major company d e d i cated an exp lor a t i o n  crew 
for the e n t i r e  summer for exploring targets identified from the 
maps. Also, several local prospectors and mi ners conc luded 
a g r e e m e n t s  w i t h  junior m i ning companies that will result in more 
intense work d u r i n g  1995.

FAIRBANKS DISTRICT BOOMING

T he impact that the 1994 Airborne Geophysical M a p p i n g  p r o g r a m  has 
had in the Fair b a n k s  D istrict has been phenomenal!

The maps and d a t a  for the Fairbanks and Richardson Mining Districts
w e r e  r elea s e d  Februa ry 7, 1995. On that v e r y  day the DGGS
c o l l e c t e d  m o r e  than $5,000 as the result of its sales of that 
material. This is three times the amount that any previous 
p u b l i c a t i o n  had elicited. That aame week about 200 order forms 
w e r e  h a n d e d  out to interested prospectors and c o m p anie s at the



annual Cordilleran Roundup held in Vancouver, B.C. Additionally, 
DGGS is now sending notification  of the maps to the 4,000 companies 
and individuals on its mailing list.

Regarding work in the field, between November 1, 1994 and March 8, 
1995 a total of 80.81 square miles of mining claims and upland 
p rospecting  sites were staked in the Fairbanks M in ing District. 
A l t hough some of the claims predated the release of the geophysical 
data, company geologi sts say that much of the staking was done to 
establish a land p o s ition in anticipation of the data.

One company has just announced that it staked 16,131 acres over a 
resistivity anomaly, identified from the new geophysical survey 
data, that was very similar in expression to that covering the 
company's existing property. On the first day of staking, one of 
their geologists collected a sample of float containing coarse gold 
that assayed 0.247 ounces per ton gold. Anothe; major mining
company has been bu sy staking claims and even d rilling (in the 
winter) in the Fairbanks area, partly in response to the 
information on the n ew geophysical maps.

In 1994 a p p r o x i m a t e l y  $31 million was invested in mineral 
exploration in Alaska, up slightly from 1993. Of this 1994 amount 
a good share was focused on Interior Alaska, m ostly in the 
Fairbanks area. An even greater increase is expected for 1995 and 
the years to come.

The Alaska Legislature is now in session so neither the amount of 
mo n e y  for further airborne geophysical surveys nor the decision on 
exactly  where the new surveys will be flown is yet determined. 
What we do know is that very little of the State has been surveyed 
wi t h  new modern techniques and that these surveys are creating a 
tremendous amount of interest in mineral exploration on State and 
adjacent N a tive-owne d lands.

For more information on o b t a ining  the airborne geophysical maps and 
data on any of these six Mi ning Districts contact: Laurel Burns,
Division of G e o logic & Geophysical Surveys, 794 Univers ity Avenue, 
S uite 200, Fairbanks, AK 99709-3645, phone (907) 451-5021, FAX 
(907) 451-5050.

[Steven C. Borell is the Executive Director of the Alaska Miners 
A ssociation  w hich represents all aspects of the minin g industry in 
Alaska. For more information contact the Alaska Miners 
Association, 501 W. Northe rn Lights 0203, Anchorage, AK 99503, 
(907) 276-0347, FAX (907) 278-7997.]
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FOREWORD
The Ahiska Minerals Commission wishes (o ihunk the Governor and the Legislature for implementing several 
of our recommendations during 1994 and continuing the encouraging trend set in the prior two years. I lighlights 
include settlement of ihe Mental Health Lands dispute; extending the terms of permits when legal impediments 
prevent their use; protection of mining claimants on State-Selected Lands; aggressive documentation and asser­
tion of RS 2477 Rights-of-Way; rational State land selections; adoption of reasonable ’ 'sk-faetors for federally 
mandated Clean Air Act amendments, attempts to create multi-year permits for placer mines; and continued 
investment in the airborne geophysical survey project.

The Alaska Minerals Commission was created by the 14th Legislature and signed into law on June 6. 1986. 
The enabling legislation instructs the Commission to make recommendations to the Governor and Legislature 
on ways to mitigate constraints, including governmental constraints, on the development of minerals, including 
coal, in the state.

The Commission has presented reports to the Governor and Legislature annually since January, 1987, and is 
authorized to do so until January, 1999. Commission members are appointed by the Governor, the President 
of the Senate, and the Speaker of the House. The current members include representatives of the placer, hard 
rock, and coal mining industries and come from diverse areas of the state.

During 1994, the Commission held meetings in Juneau, Fairbanks, and Anchorage, including a meeting with the 
Lt. Governor and Commissioners of various departments. The recommendations in this report are the result of 
input at these meetings. All Commission meetings are open to the public, and members enc irage comments 
from all interested parties at any time.

Following the list of recommendations n the executive summary, this report contains background information, 
or findings, on each issue, followed by the related recommendation. These have been grouped into a Part A 
which deals with issues that arc mainly State issues, and a Part B which are federal issues which affect the State 
and can be influenced by State participation.

On behalf of the members of the Commission, I would like to express our appreciation to those members of 
the public, to the Alaska Miners Association, the Resource Development Council, and to the many government 
agencies and private organizations that contributed 10 the preparation of the report. The Commission wishes 
to thank Commissioner Paul Fuhs of the Department of Commerce and Hconomic development and Gabrielle 
LaRoche, Dick Swainbank. and Al Clough of the Division of Hconomic Development who have provided 
excellent administrative and professional support to the Commission.

Hurl 11. Beistline 
Chair
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EXECUTIVE SUMMARY
There were a number of encouraging developments in Alaska mining during 1994. Highlights include increased 
production at the Red Dog Mine near Kotzebue, *' announcement of a new ore body at the Greens Creek Mine 
near Juneau, permitting of the Mealy Clean Co: 'rojecl, permitting and site preparation at the Fort Knox Mine 
and expansion of reserves at the True North Mine near Fairbanks, and the April 1994 release of the Nome, 
Nyac, Valdez Creek and Circle area geophysical data and maps.

The availability of geophysical data has already resulted in increased exploration activity in the Nome and Circle 
areas, with significant work commitments promised for 1995. Industry representatives are eagerly awaiting the 
results of similar surveys of the Fairbanks and Richardson areas which were flown in 1994. This is especially 
so in light of recent announcements of high-grade gold values in drill core for the Richardson district.

Other areas of the State with significant new mining activity or development include Wiseman. McGrath, 
Nulato, Cantwell, Tok, and Ambler.

Unfortunately the Valdez Creek placer mine will probably close in late 1995. Further, continued lack of resolve 
by federal permitting agencies on the AJ and Kensington Mines slows progress of these vital mine developments.

RECOMMENDATIONS
I'A R T  A : IS SU ES  R E Q U IR IN G  STATE A C T IO N

IN C E N T IV E S
I. The Governor and Legislature should create economic incentives that will provide financial encourage­

ment and help offset some of the real and perceived problems facing exploration and development in 
Alaska. Incentives that should be considered include credits tor expenditures on exploration drilling and 
geophysics that can be deducted from claim rents, the mining license tax. production royalties, and 
income taxes. An increased budget for educational and promotional efforts is also recommended

GEOPHYSICAL AND GEOLOGIC MAPPING

2. The Governor and Legislature should invest S5 million per year for the next decade, preferably through 
foundation funding, in airborne geophysical surveys and complementary geological and geochemical 
surveys.

AC C ESS
3. The state should aggressively assert all identified RS 2477 Rights-of Way and provide funding until 

completion of the project. Further, the State should assert an access route pursuant h* Title XI of 
ANILCA to test the process and develop preci denl-sctlmg guidelines.

is



STATE REG U LA TO RY  REFORM

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

5. The Governor should designate and fund the Department of Natural Resources (DNR) as the lead 
agency in all regulatory matters concerning mining, and should direct other agencies with regulatory 
authority over mining, such as the Departments of Fish and Game and Environmental Conservation, to 
coordinate their regulatory programs through DNR.

6. The Governor should direct the Commissioner of the Department of Natural Resources to take the 
necessary steps to allow Miscellaneous Land Use Permits to he issued for periods of up to 5 years.

C IT IZ E N S  A D V IS O R Y  C O M M IS S IO N  ON  F E D E R A L  A R E A S

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

C O A S T A L  Z O N E  M A N A G E M E N T

S. The Legislature should amend AS 46.40.040 and AS 46.40.060 to define "uses of state concent" lo 
ensure that all uses or potential opportunities for future uses or tights are treated equally.

C O A L  ISSUES

9. The Governor should direct the Commissioner of Natural Resources to prepare necessary changes lo 
AS 27.19.010(c) and AS 27.19.040(h) to allow for the inclusion of all mining companies and individu­
als in the State o> Alaska's reclamation bonding pool.

E D U C A T IO N  A N D  R E S E A R C H

10. Mte Governor and the Legislature should continue to support the Department of Education for its partial 
funding of a Minerals Specialist at the present or an im reused level. Such support should he commen­
surate with the increased contributions from the industry-supported Alaska Mineral and Energy Re­
source Education Fund.

11. The Governor and Legislature should provide budgetary support to the mining, geological, and mine 
training programs throughout the University of Alaska system.



US ICR FEES

12 The Governor and Legislature should establish policy guidelines for the implementation of user fees and 
should establish a procedure requiring legislative and public review of all proposed user fees.

STATIC LABOR ISSUES

13a. Legislation should be enacted to allow work schedules to be set on the basis of project-specific consid­
erations which will permit more efficient use of labor and provide more desirable lime-off patterns for 
employees. AS 23.10.060 currently provides opportunities for flexible work plans at small seasonal 
mining operations and for surface mines. These same oppoilunitics should be extended to all mining 
operations without regard to size. type, and/ or seasonal nature of the work.

I). Legislation should Ik* enacted to amend current statutes limiting underground shifts from the current
maximum ol eight hours to a maximum of twelve hours, similar to SB 29.S in the 17th Legislature.

DIMINUTIVE DISCHARGES

14. The Alaska Legist.aure should amend AS 46.03.100 to exempt diminutive activities, including mineral 
drilling, certain construction activities, and marine bilge-pumping from requiring a Waste Disposal 
Permit. Specifically, mineral drilling in which the only discharges are ground-up rock, water, and 
biodegradable additives, (which are EPA approved for water-well drilling), should be exempted.

M



PART B: FEDERAL ISSUES OF STATIC CONCERN

MINING LAW OF IK72

15. Tlic Governor, in conjunction with the Congressional Delegation anil the Western Governors Associa­
tion, should continue opposition to changes in the Federal Mining Law that would adversely affect 
mineral development in Alaska.

ANILCA  PROV IS IO N S

16. 'Flic Governor and Legislature, through the Attorney General's office, the State’s Washington. DC. 
office, and the Congressional Delegation should insist that the federal administration;

u. provide access across Conservation System Units (CSU) as required by Title XI of the Alaska 
National Interest Lands Conservation Act (ANILCA).

I), prohibit the creation of additional CSU lands in Alaska as required by Sections lOld and 1326b 
of ANILCA. and

c. exchange mineralized areas from existing CSU under the authority of Sections l()3b and 1302h 
of ANILCA.

IN TERNA T IO NA L PA RKS IN ALASKA
17. The Governor and the Legislature, through the Congressional iXdegaiion. the State's Washington. D C 

office, and by letter to the Secretary of Interior, should vigorously and resolutely oppose the creation 
of any International Park. World Heritage Site, or International Marine Biosphere Reserve in Alaska 
or m waters adjacent to Alaska

US G EO LO G IC A L  SU RV EY  AND BUREAU OF M INES

18. The Governor and the Legislature, should work with the Stale's Congressional Delegation to assure 
funding for field offices of the U S. Geological Survey and live U S. Bureau of Mines in Alaska

Ml



Alaska M inerals Commission I

FINDINGS AND RECOMMENDATIONS 
PART A: ISSUES REQUIRING STATE ACTION 

INCENTIVES
FINDING: 'Hie Alaskan minerals industry competes in a global market for mineral exploration and development 
dollars Although Alaska is olessed with an abundance of geologicnlly favorable terrane. tl has sulfervd because 
of its remoteness, the lack of transportation, infrastructure, and seasonal constraints. liqually imporlant is the 
industry's perception that State and Federal agencies arc not supportive of mineral development in Alaska.

Throughout the world there arc countries actively seeking exploration and development investment by providing 
economic incentives for resource industries Incentive programs have been successful in Chile and Mexico 
where privatization and tax incentives have revitalized their mining industries. Appropriate incentives could be 
especially effective in drawing industry attention to Alaska. This is because many companies currently view 
the lower *1H to be unattractive from the regulators perspective and are looking elsewhere for new- exploration 
opportunities.

-----------------------------  T IIK  COMMISSION KF.COM.MKNDS TH A T : ----------------------------

/. The Cinrrnar and legislature should create economic incentives that will provide financial encour­
agement and help offset some of the real and perceixed problems fat me exploration and develop­
ment in Alaska Incentives that should he considered mi hnle i reihts for expenditures on explora­
tion ilnllmg and geophysics that i an he drdm ted from x hum rrnlx. the mining license tax. produc­
tion royalties, and income taxes An on nosed hud vet for educational and promotional efforts is 
also rei ommendcd.

GEOPHYSICAL AND GEOLOGICAL MAPPING
FINDING: Many other c oun t r ie s  provide airborne geophysicjl surveys to guide and complement traditional 
geologic mapping and geochemical survey s Common'' several millions of dollars per year .ire invested in order 
to survey several ihmjsands of «qu,ue miles Tho has been found to be a cost effective marketing tool to attract 
mineral exploration investment

In I W  Alaska contracted for airborne suivcy•. of 1.100 square miles and in IW4 for an adJilmnal 750 square 
miles At least half of Alaska's |f>o.ooo square miles of Slate land 1104 million aviesi lus high mineral value 
However, j! the present level ol funding it will take well over SO scats lo survey these mineral lands

N l i h o u g l i  d i e  m a p s  o f  rive l o o t  a i r b o r n e  g e o p h y s i c a l  s u r v e y  w c i e  n o <  a v a i l a b l e  until A p r i l  o f  l‘>0 4 . a l r e a d y  

i n a - j s c d  c l a i m  s t a k i n g  j n d  c s p l o r a l i o n  activity c a n  h e  d o s i i m e n t e d  in the- N o m e  a n d  C i r c l e  a r e a s  ll*e u u p s  

f r o m  i h e  I'W-I s u r v e y s  o f  i h e  F a i l h j n k s  a m i  K i c h a r J s o n  districts s h o u l d  Ik* a v a d a b l c  in calls l * W $ ,  b u t  a l r e a d y  

( O s i o b e r .  1004»i h r r c  is s i g n i t w a n l l y  m o r e  c s p l o r a l i o n  m i r r e s i  m b o t h  a r r  is

Ibew mopping programs should Iv viewed as an nvr*imerl similar lo ihe uuikrltng efforts in i*hcr basic sector 
indiisiiu-s m Alaska and accelerated to cover the known mineral bells in a reasonable linv Irartv

----------------------------- 1IIF  COMMISSION RKCOMMKNDS T H A T : ----------------------------

J. Vie rioxernor mul legislature should inxetl 55 million per sear for thr next dfttulr. preferable 
through foundation funding, i i  ..irh'irnc geophysical timet i and totnplrmer.larx geolognal imd 
geos hemit id  sun ex x



Alaskti Minerals Commission

ACCESS
F IN D IN G : In c  S late has iden tified hundreds o f potential R evised Statute 2477 Rights-of-Way (RS 2477) and 
is in the process o f asserting title  on a selected few. However on ly the Bureau o f  Land Management (BLM ) 
currently has a po licy for accepting Slate nom inations and assertions.

RS 2477 access co rrido rs may provide the on ly assured access across and w ith in the vast in terlocked system 
o f Conservation System s Units in A laska other than the untested T itle  X I access provided for in the 1980 A laska 
National Interest Lands Conservation A d  (AN ILCA).

------------------------  T I IK  C O M M IS S IO N  R E C O M M E N D S  T H A T : ------------------------

.?. The State should aggressively assert all identified US 2477 Hights-of-W'ay and provide funding until 
completion of the project further, the State should assert an access route pursuant to Title XI of 
ANILCA to lest the process and develop prccedent-settine guidelines.

STATE REGI LATORY REFORM
I- IND INCJ: A laska m ineral prin luccrs often face higher costs o f do ing business due to harsher c lim ate , to higher 
labor costs, and to higher cap ita l costs Additiona l ind irect costs due to regu lations can have the effect o f  
making A la ska  m ines uncompetitive w ith those in other sta les and countries. The A dm in istra tive Procedures 
Act (AS 44 62.195) requ ires State agencies to prepare fisca l notes which estimate the costs to State government 
o f a proposed regulation . State agencies should a lso be requ ired lo  estim ate the comp liance costs o f proposed 
regulation* to in d iv id u a ls  and businesses as a formal part o f  the process o f  adopting regulations.

------------------------T I IK  C O M M IS S IO N  R K C O M M K N D S  T H A T : -------------------------

4. The legislature should amend the Administrative Procedures Ai r (AS 44 (i2.l^5t hv adding a
section as follows. "If the adoption, amendment, or repeal of a regulation would require increased
costs for compliance hs individuals and businesses, the department or agency proposing the regu­
lation shall pre/Hire an estimate of those costs far the sear following adoption, amendment, or 
repeal of the regulation and for ans additional per an! of time required for implementation and 
compliance with the regulation."

F IN D IN G : Presently severa l S late agencies c la im  management authority over S ta le lands. The adm in istration 
has become a complex bureaucracy w ith multip le agencies vy ing  lo r regulatory management o f m ineral de ve l­
opment The number o f perm its, die time required to secure those perm its, the number o f agencies, and the costs 
related lo  obta in ing the perm its has become excessive

The recent experience w ith  perm itting a major m ining operation on State l a n d s  near Fairbanks has demonstrated 
the hcnc lit of having a  coordinated Slate approach through th e  Department o l Natural R e s o u r c e s  iDN'R) for the 
nunc perm itting p r o c e s s

------------------------ T I IK  C O M M IS S IO N  R K C O M M K N D S  T H A T : ------------------------

5. Ihe Coventor should designate and fund the PefHirtmrnt of Natural Resources iDNUi as the lead 
agency in all regulatory matters concerning mining, and should dne> t other agencies wait regu­
latory authority oxer mining, such as the Departments <>/ T'tsh and Came and Environmental 
< 'omenation. to eoordinalr their regulators programs through DNU


