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ATTACHMENT TO FISCAL NOTE - HBI97
March 7,1995

It exploration incentive credit for coal exploration is allowed to remain m this bill, it could result
in a minimum SIS million dollar loss in direct coal r_oyaltr and tax revenues in the out-years A
significant amount of exploration cost precedes _mm|r11%o coal The state alr_eadgl has a regulation
for granting r%yalty reliefifa coal operator applies The state's coal royalty is S% of adjusted
gross value  Transportation costs from the mine mouth to point of sale, and benefication costs
are deductible from the coaJ sales pnee Rent is deductible from royalty as well Locatable
mineral royalty is)% of net profits, and rental is SI /acre  These costs arc pretty low A three and
a halfyear mining (ax exemption is allowed for new mining operations

Notwithstanding the coal royalty decrease, a several hundred thousand dollar decrease in *6<ij#
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 dnrcase in rental
revenue will impact the division's operating bud(_1et and affect current services Prowded by the
dmncn to the industry  C-rrently approximately S367 | us program receipts from 6(i) goes into
the dntnon’s budget to M ,port the program  In addition, approximately Sa110 from this
Brogram goes into the Permanent Fuad  This legislation would provide for no charge to the
fermaner:jt Fund amount. Sit the amount ge;«g to the dustier* operating budget would be
sicmmatt

We assume that the exploration credits will itiult m the long-term loss of the following revenues
Coal RoEa|m 5l frvjea
Strung Leases & Cum 6<i) 1

51
Sccboos N JO010 and JO do not specify how this cred-t ;s taken, it ecuid he ether agamst the
Deparimene of Revenue cr the Dtpiraawi ef Natural Resource* We assume these c:edits will
use a3 of ONR sm trw stream

L ffIflifciSta Chargn£ L=ng.;e~

Delete Pro rammepu 58414't)

GmeslFunhl 5)67 a _ _ _

In eedcr somamum sheex. I eg *ne. of aen.xee the dfxtiuM provide* so the industry. the 5367 a
of program recegl jushmraohori weuftd need to be replaced w«h genetal f.*d ;Ar? the Jong-term

One new pofitaQQ. aOccogstt SI. wtd be needed to p nd r trthncal work allocated wabtits
leg siatica R i1 swwixti prtgurfs»gweekeftcfncnu and trv r* cf ccmﬁlurd As this b3

it effective *sv*o*ateN.. r it CK”Bkttd that 510 C wi3 be necessary to pa> for the additional
litroest FY M
ne fn» paw-aa 5

and succ”™od costs 5 0
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Fiscal Note .Analrsis _ _ .
HB 197 « Mineral Exploration Incentive Credits
Marcn 13, 1995

Page 2 ¢f 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 acplg *0a and gas exploration. It appears that this
Aeysat'cr apples to Doth existing and new epera-ens

Credits maY be claimed agams: ccrpcration .nccme and mining liconso trues administered by
Cctarsrrent ¢l Pevonue f CR?. under A3 43 20 and AS 43.6 .rogaltles and rents,

acm nstered by Cepartmer.t of Natural Resources. uncor AS 3fl.CS. 135 « 3fl.CS. 175 and AS
3105211, Creche arc limited to 50% ol the combined amcuni of taxes, royalties and rents
mat are payable let activ ies. i.e. sites on whicft expJcraocn activities cccur. Th-s bul leq-ifes
that crocits DO uted wrrtvn 15 year? after mcy are gramed and aiicwe fcr credits to 20
assured to me applicants successor n rrte'est ‘or the exptcraccn site -f the successor * a

cuaured acpficart.

~0 prevent *uture centrcversy tnay a* necessary to prcvice ccfmDons as » *hai constitutes
a mnvng *Sitc* tv »pul ms a retrceore effective catc of January *. 1595

Operating Co*t»

ccn cocs retanttccefe any acc.t«rjj cc«'acr<g cost* to aemmxjter me exsiciauon <Kcncve
reef rrogram authcrucd .rccr m;s 641 The Department weed meet/ ccccrasen and
Ma>g dense fax 'CrUIT 'Crms *o crevice *0# cxptemucn incentive erects.

"Atviemo Ceoartmeni dees not aricpatc me need totacocccal auot rarf. me scope of
ocwaccr rccrrearc -\r-ng cv’h *ai aucts *>l *e#ly *aw to be expanded to ncude
eevew C*«*C*j<a:«n ncenpvo erects *r*cr mav re- .x* a Pecrease f. cvtai aucf
o*»aje *ccmer tax rycec

Slat* Revenue Impact*

Orvee eit net *eas2>e # r-veartnert cf Revenue to defemvne me mpaca ot V*S Pil
on *avenue vxjc «rpctaven x u ne and RMYig CITil taxes are oor cased cn net ncome
"mm business 0 rwvng ccemocns The Ooptitmant s «nab<c to preoct whether ncmduai
MM ptes wJ Inew *e: ICCITM aft p#oducbon oegire and *rce erects an? "anted fome
eve* ctVu#o taxable income no "tiscnade esorrato car re mace.

fo»r<scai year »S?4 me itate co*eceu StCJ.CCO r. -ruvrg 'cense taxes arc no etvnate can
re mace fo* me cccen clccrpoaxr netnccre ax coJectcd wtxn mx« be msacteo ./

me prooceed tax erects

Cvmx» . expftcaben rermrve erects are rf-red *oevaded e»mcot.cn costs  Acccnpng to
2NR (OViyfIl eipenccuo* eunng ceenear roar "9fr* weie aporcn>matofy SjO .mifoon  Fo#
*?M c*edn woud ha.e been ~rvacd fC S3C m«*cn uncc# m.s bil and .r-used pcocos #»C0d
oe so \c« “Gta f6 near erect camytcneam assumog corrcooons nad suffotrt ret newn*
*0 qua* 1*G# me creoi.



Facal Note .Analrsis _ _ .
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 o occcunt for or report nccme on a sne-cy*site basis, which would to required by
trus hill. The Department does ret ceiicvc that there is a simple and reasonable way to
calculate and apply the proposed credits within the corporation income uu structure currently

n place.

In discussions with Department cf Naturai Resources (CNF) ar.C Department of Commerce
and Economic Development ifwas 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 tracxng pfme 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 Z;'c AS 43 <b. fee evergpmighy Ilars m net rccrne. a business
wcuki =« aiicwed a maximum credit cf 560.500 nd S33.5C0 credit against
corpcraucn ars mining ax. “cspechvciy). Businesses ga.n an 3Cditicna« -ax senefit because
trey acl d bo ailcwec to oecuct exptoraben 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
bseducni year, the comomcd ccrpcrat.cn anc merurg axes, payable from the rdivicuai site
caiclattd t :« Si00.000 tn ths case, to corporaocn Ilowed to claim a $50,000

credit The same corporator! has other mineral procucccn activities cutsiCe cfAJasxa "hat are

net procure ard when to ccrpcra&on 5>0t iscombined ccrpcraucn tax retum, tsoverall tax
jartnty s $50,000 Assuming Tie ccmcraocn eta;ms me $50,000 erect, the ccrpcratcn would

pay nc "axes

S-rco Pus b"J dees net specify that me erect itncnrefurcac™ 1-Surcear ifa corporation can
acuxty receive a refund tFcredits exceed me ccrpcrason 3 combined tax "iabity. if in the
example accve. the co<pctat>00 had a xmpred ax iiaxdly cf $40.000. tho ccrpcfatton may
try» CUN 4 $10,000 refund after suctricorg me 55C.0CO cresfffrom Tie fax <aciGly. The
Decarr-.ent recximmercs rat £0 pill so am ended to add *xr.refuncasie* before references

1o the erect.

Other rrymahon = Now nurung operation* a/e exempt from rrurang vcensc raxes for a penoo
gt three and cne™vaif «a."i *rcn the date wren prccucocn begms jroct as 43 65.010. 7hr»
may re an rcrsve rat s already n place for purposes rttrded under this hll

Given re jncsna.rry cfes&ma&og me mead cn revenue* tmay be icvtsac.e toadd a
iunj«t pmvisjew wr<ft ajews 0t tne mpaca toce reevaruatcd cr estac**shJig a cap on the

amuai amount cf credit aacwec.



QUICK SUMMARY O0F <cTsH3 19-7

* Authorizes exploration incentive credits which can be used
by qualified applicants (natural persons and entities
qualified to do business in Alaska) to offset mining license
tax, corporate income tax, claim rental and royalty
obligations.

* Applies to coal, locatable and leaseable mineral
exploration activities that are undertaken for the purpose
of determining the existence, location, extent, [feasibility
of development - DELETED] and quality of a deposit.

* Credits may not be granted for activities that occur after
all permit and other relevant approvals havt been obtained
that will allow mine construction to begin. (HEW)

* Exploration activities that qualify for credits include
"eligible costs" associated with geophysical and geochemical
surveys, drilling exploration holes, surface trenching, bulk
sampling, conducting underground exploration, aerial
photography, metallurgical testing and other exploratory

work.

* "Eligible costs™ 1includes labor and consultants [DELETED -
"NOT AFFILIATED WITH"]; equipment purchase, leasing,
maintenance and operation; project related overhead;
exploration related insurance and bond premiums (HEW);
materials and supplies; exploration permitting (HEW) and
similar direct costs but does not include "non-cash"”
expenses like depreciation.

* Earned credits only can be applied against tax, rental and
royalty obligations relating to production from the site on
which the qualified activity occurred.

* Qualified exploration expenditures must be certified
annually by DHR. The certification will also specify the
data requiramenta for receipt of a credit. (HEW)

* Fnllo”jpg the exploration period, a credit applicant may
submit a* any time all relevant data to the Department. The
credit mill be approved if the data submittal complies with
the data requirements specified in the certification of

expenditures. (HEW)
* The data must be kept confidential for 3 years.

* The state is liable for danages in the event of a breach
of the confidentiality requirement. (HEW)

e Credits cannot exceed 501 Of combined royalty/tax/rental
obligations per year or payment period. Unused credits can



be carried forward from year to year and assigned to a
qualified successor in interest for the site at which the

exploration activities occur.

* Credit* can be used for
(REVISED - USED TO SAY 15

* The bill 1is retroactive
full year®s credit during

up to 15 years of production.
YEAR AFTER CREDIT IS GRANTED)

to January 1, 1995 to allow for
1995.



March 1995

airborne geophysical mapping

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 1investments by the State have already been a catalyst for
significant new private industry "nvestments. In ioe« areas DGGS
worked with mining companies and private landowners and obtained
their assistance and confidential data which was used 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 Mapping program surveyed
portions of the Nome, Nyac, Valdes Creek and Circle Mining
Districts. The 1994 program surveyed areas in the Fairbanks and
Richardson Mining Districts.

The maps and data for the Nome area were released in February of
1994 and during that summer one major mining company staked 120 new
mining claims and another major company nearly doubled its intended
exploration budget for the area. Other individual prospectors and
miners, as well as other major mining companies, obtained the DGGS
data and did varying amounts of exploration and claia staking in
the area.

The maps and data for the Circle Mining District were released 1in
April of 1994 and one major company dedicated an exploration crew
for the entire summer for exploring targets identified froa the
maps. Also, several local prospectors and ainers concluded
agreements with junior aining companies that will result in more
intense work during 1995.

FAIRBANKS AREA ACTIVITY

The 1impact that the 1994 Airborne Geophysical Mapping prograa has
had in the Fairbanks District has been phenomenal!

The maps and data for the Fairbanks and Richardson Mining Districts

were released February 7, 1995. On that very day the DGGS
collected more than $5,000 as the result of 1its sales of that
material. This is three times the amount that any previous

publication had elicited. About 200 order forms were handed out at
a Vancouver mining trade fair that same week and the DGGS 1is now
sending notification of the saps to the 4,000 companies and

individuals on 1its mailing list.



Regarding work in the field, between November 1, 1994 and March 8,
1995 a total of 80.81 square alias of mining claims and upland
prospecting sites were staked in the Fairbanks Mining District.
Although 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 anticipation of ths data. Givsn that ths
average cost to stake a square mile is about $2,400, (ie for 16
mining claims) it can be estimated that about $192,000 has already
been spent. This would be almost totally for local people and
support services.

Even during this winter, one major mining company has been busy
staking claims and drilling 1in ths Fairbanks area, partly 1in
response to the information provided by the maps. By the end of
February this company had already spent as sue*! as the cost of ths
sntire geophysical survsy for the Fairbanks District. The cost of
the geophysical survey for the District wee $365,000.

If these surveys result in finding another mine the sixe of Fort
Knox, the result would likely be: capital 1investment of $250 to
300 million; construction jobs for upwards of 300 workers for two
to three years; 250 new skilled, year-around, close-to-hcstt mining
jobs; an annual payroll of about $20 million; several million
dollars per year in local taxes for 15-20 years; economic activity
from all manner of associated supplies and services. And all this
due in part to the catalyst created by a State 1investment of
$365,000.

In 1994 over $14 million was 1invested in mineral exploration and
development 1in interior Alaska, mostly 1in the Fairbanks area.
Local geologists, consultants, surveyors, samplers, bushcutters,
drillers and helpers, expediters, engineers, truckers, equipment
operators and pilots were employed in these projects. Food, fuel
and supplies for these operations were also bought locally.

Airborne Geophysical Mapping ia truly an investment in the future
of tba state. And even though only a few selected areas have aa
yet been covered, the impact is already significant. The data that
has been generated will be available for decades to come and aa new
computing techniques are developed will be re-processed providing
new insights and new exploration targets. Major mineralised areas
are kaomn mil around the State and application of Airborne
Geophysical Moping can provide a stimulus for Investments in these
areas just am it has in nctm and Fairbanks.






Alaska Minerals Commission

FINDINGS AND RECOMMENDATIONS
PART A: ISSUES REQUIRING STATE ACTION

INCENTIVES

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

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

opportunities.

THECOMMISSION RECOMMENDS THAT;

I The Governor and Legislature should create economic incentives that will provide financial encour-
agement and help offet some of the real and perceived problems facing exploration and dnelop-
ment in Masks*. “Incentives that should be considered include creditsfor expenditures on explora-
tion drilling and %e_ophysms that can be deductedfrom claim rents, the mining license tax. produc-
t||on royalties, e&nd income taxes. An increased budget for educational and promotional efforts is
also recommended.

GEOPHYSICAL AND GEOLOGICAL MAPPING

FINDING: Many other countries provide airborne geophysical surveys to g1uide and complement traditional
?eologlc mapplnP and geochemical surveys. Commonly several millions of dollars P_eryear are invested in order
0 survey several thousands of square miles. This has been found to be a cost effective marketing tool to attract

mineral exploration Investment.

In 1993 Alaska congracted for airborne surveys of 1.100 square miles and in 1994 for an additional 750 square
miles. At least half of Alaska's 160.000 square miles of State land (104 million acres) has high mineral value
However, at the panne level of funding it will tike well over 80 yean to survey these mineral lands

Although the mefpof the 1993 aaborm geophysical survey were not available until April of 1994. already
increased claim st™kg and exploration activity can be documented in the Nome and Circle areas. The maps
from the 1994 surveys of the Fairbanks and Richardson districts should be available in early 1995. but already
(October. 1994) there is significantly more 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 COMMISSION RECOMMENDS THAT:

2. The Governor and Legislature should invest 55 million per sear for the nest decade, preferabh
through foundation funding, in airborne jrv/hmcu/ surveys and complementary geological j nd

geochemical surveys.




SENATE COMMITTEE REPORT

DATE: 3/30/95 FURTHER: Finance

DATE TURNED INTO OFFICE: 5

Resources Committee considered CS FOR HOUSE BILL NO. 197(RES)

"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."

and recommends: senate Bill:
: 0 [ i 1 1 same title
| 4 In*replaced with -5UN cs \fo [ iyl (_&£3_)[ | new title_ .
House BIll:
| | adopt previous CS ( ) [“am c title
| j technical change
| | attached amendment(s) | ) new: SCR*
I C'adopi Letter ol Intent by 1k M t1 Committee
| | further referral to the Committee
stayMy; no pass [P OTHER RECOMVENDATIONS NR D\P M
LS
A
1S
1S
*t
/) . A
CHAIR:
NEW FISCAL NOTETS): _ PREVIOUS FISCAL NOTE(S):* .
Department Date  Zero Fiscal Department Date  Zero Fiscal
| Dwe_ 372, - 62tfj

flog- Kir

| | APPROPRIATION .. n® fiscal note

‘include fiscal notes accnmpantlni* Ouserniir's hill
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Sponsor Statement - HB 197

An Act Providing for Exploration Incentive Credits for Activities
Involving Locatable and Leasable Minerals and Coal Deposit? on
Certain Land in the State.

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

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

competitive.

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

Without tax incentives, current trends will most certainly continue.
In the past decade, available exploration investments have poured



Sponsor Statement ¢ HB 197
Page 2 of 3.

out of the country and into lucrative third world countries where
governments welcome investments with limited regulation, minimal
taxes, if any at all. and very low cost production expenses, including
labor and environmental. Chile. Columbia. Mexico, Indonesia and
Canada have all benefited from this outflow of American capital.
This is detrimental to our long range economic future and threatens
to doom our future generations to continued government dependence
for cost of living subsidies.

Often the perception of the taxing environment within a given locale
is just as significant as the taxitself. HB 197 proposes a tax credit
which sends a strong message to theindustry that, indeed."Alaska is

open for husiness."

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

equipment.

Given the fact that Alaskan ninmg operations have to contend with

high labor costs, logistical complexities and limited infrastructure in

vast areas of the state, it is reasonable that we encourage interested
parties through tax crediu. Without extensive exploration. producing
mines will unlikely occur.

HB 197 is priority ooc for the Alaska Minerals Commission. This
astute body has reviewed all aspects of the mining industry in
Alaska and concluded that this is essenoal legislation,

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

The administration is pursuing similar legislation for oil and gas
exploration and development tax credits in an effort to stimulate



Sponsor  Statement ¢ HB 197
Page 3 of 3

additional development of our petroleum resources. HB 197 parallels
this outreach effort into the minerals industry.

| support the Alaska Minerals Commission and have introduced this
legislation on their behalf. | encourage your consideradon and
endorsement on HB 197. Thank you.



Alaska Slate Legislature State Capitol

HOUSE OF REPRESENTATIVES  Juneau, Alaska

Committee on Resources 99801

Letter of Intent to accompany CSHB197(Res)

It is the intent of the House Resources Committee that in
implementing HD 197, the Division of Mining and Water make every
effort to minimize and limit regulations. The committee views this
legislation as a positive signal to investors who may be considering
investment in Alaska. Promulgation of a complex set of regulations
would send a negative message to investors who view complexity
and uncertainty as undesircable.

Dill Williams. Co-Chair
House Resources Committee House Resources Committee

Adopted by tne House: 3/2595
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4/26/95
SENATE CS FOH CS FOR HOUSE HIM. NO. 197|RRS>
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE ¢ FIRST SESSION

BY THE SENATE RESOURCES COMMTTTVS

OITfml:

Rrfmrd:

‘]Spoafj\_on)@:_RE!:RESEN'TATtVD FOSTER. Velt*. K«*r. M«Urr. Tmttry, m*«. Sink™*.

amt®. \O tilutni A B”_L

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 tUle; and

protiding for an cfTectite date."

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

* Section I AS 27 u amended by adding a on* chapter to read
CHAPTER 30 EXPLORATION INCENTIVE CREDITS
See. 2730010 EXPLORATION INCENTIVE CREDITS AUTHORIZED

(@) The commnuoocr thall grant to a pcrton dnenbed in 1d) of (hit «ctMQ an
exploration incentive credit for the eligible cotta of each of the following ciplonooo
activities that are performed on or for the benefit of land ta the uaie for the purpotr of
determining the eituencr. location, ettent. or quality of a beatable or IraaaMe mtocnl
or coal depout. rrgardktt of whether the Land it uate owned land

(1) utnejing by gcoptyttcal or gcochcmnal methodt.

(2L drilling etploration holet.

(3) conducting underground etptorauoo.
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(4) turfact trenching and bulk sampling. or

1

2 (5) performing other ctpkxatory work, including acrul photograph*,
3 geological and gerphytkal logging. sampte anatywt. arvl nctathifecai tettng

4 th) Excep* at provided in (c) of thii section. an exploration incentive credit may
5 not be granted under (a) of thit section for exploration activity described in that
6 subsection that occur* after the mine construction commencement date of a new mine
[ In thit subsection. ‘mine construction commencement date of a new ming* meant the
n date no Utcr than which all of the following nave occurred

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

15 Cl) all approvals, prrmts. license*. and certificates arc in full force and
16 effect, unrtvoked and without any modification that might jeopards** the completion or
17| continued construction of the mine, and

|* (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
2 <C) In addition lo the grant of an exploration incentive credit for a new mine
22 under th) of Hut section, an exploration mcerrne credit may be graaacd uedrr «a>of thit
23" section far rtpiooooo activity described in hat subsection for a mine that had
24 1 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
20 ! effect However, under tfut subsection. an ttptoranon mcentiv* credit may nor be
27 granted under (a) of this section for cptoUM 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 followmg have occurred
34 0) there hat been issued to the owner or an agrot of the owner permits.
3 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
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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) alimited liability company qualified to do business m the state.

(3) a legal guardian or trustee of a qualified natural person described in
<|) of this subsection, or

(6) any association of persons listed in (1) «(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

SOIT MW I»7(WS:
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copies of receipts with the request, but the statement of expenditures is subject
to audit in the discretion of the comp <*sionen

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

expenditures, the commissioner may require the person submitting the request to
justify claims of expenditures with receipts and other reliable information;

(E)  the commissioner shall respond to the request by

September 30 by certifying or not certifying the persons expenditures; if the
commissioner

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

(i) certifies expenditures, the commissioner shall specify
the exploration activity data requirements for that year that must be
presented to the department at the time f the taking of the credit;

(F) if the commissioner neither certifies nor denies certification

of expenditures by September 30. the expenditures are certified as submitted.

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

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

as follows:

<A» the person shall deliver to the commissioner the exploration

activity data identified by the commissioner under ( IXEMii) of this section, and
shall request the commissioner's approval of the taking of the 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 th*

ICS CMIII IFTIMSi

(1)  exploration activity data complies with the
requirements identified by the commissioner under (IXEMii) of this
section, the commissioner shall approve the taking of the credit;

(it) request is disapproved, the commissioner shall state
the reasonsfordisapproval and offer the person seeking to tak. the credit
an opportunity to correct any problems or to provide additional

-S.
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exploration activity data or other information;

(C) if the commissioner neither approves nor disapproves the
request to take the credit wiu.in six months after submission of the request, the
taking of the credit is approved.

Sec. 27.30.030. APPLICATION OF THE CREDIT, (a) In a tax year or royalty
payment period, subject to (c) of this section and the respective limitations of this
subsection, the person may apply the credit, the taking of which was approved under
AS 27.30.020(2). against

(1) taxes payable by the person
(A) under AS -*3.65 application of the credit under this
subparagraph may not exceed the lesser of
(i) 50 percent of the person’s tax liability under AS 43.65
for the tax year that is related to production from the mining operation at
which (he exploration activities occurred, as shown under (b) of this
section: or
(i) 50 percent of the person'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) an amount equal to the amount determined under
(AHi) of this paragraph: or
(i) 50 percent of the person’s total tax liability under
AS 43-20 for the (ax year: and
(2) mineral production royalty payments payable by the person 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 person's mineral production royalty payment liability
from the mining operation at which the exploration activities occurred.

(b) If the person apj'.es (he credit against the person's tax liability under
(aKIXAMi) or (aXIXBXi) of this section, the commissioner of revenue shall disallow
application of the credit under (hat provision unless the person files with tie person's tax
return an accounting of the person s mining operation activities for each mining operation

SCS cMmIB 197(KES)
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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 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(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. 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 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 if 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

SCS CS11B 197<KKS> 6-
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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)
of 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);

(if) 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 panics

-7- SCS CSHB 197(RES)
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not affiliated with the person requesting and taking the credit;

(iv) the reasonable costs of 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) -
©;

(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

SCS CSHH 197(RES) K-
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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).

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

1

2

3

4

5 * Sec. 2. AS 3F 05.212(b) is amended to read:
6

7

8 (2) is suhiect to the exploration incentive- credit authorized bv
9

AS 27.30.
10 * Sec. 3. AS 43.20 is amended by adding a new section to read;
li See. 43.20.044. EXPLORATION INCENTIVE CREDIT, (a) A taxpayer may

12 apply as a credit against the tax levied under this chapter the exploration incentive credit
13 authorized by AS 27.30.

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

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

19 (&) A person subject to tax under this chapter shall make a return stating
20 specifically the items of gross income trom the property, including royalty received and
21 the deductions and credits allowed by this chapter and the exploration incentive credit
22 authorized hv AS 27.30. and other information for carrying out this chapter that the
23 department prescribes. The return must show the mining license number and must be
24 signed by the taxpayer or an authorized agent of the taxpayer, under penalty of unsworn
25 falsification. If receivers, trustees, or assigns arc operating the property or business, they
26 shall make returns for the person engaged in mining, or the recipient of royalty in
27 connection with mining property. The tax due on the basis of the returns shall be
28 collected in the same manner as if collected from the person of whose business they have
29 custody and control. In 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.2139ifl2.Qibh

-9- SCS CSHB 197(RES)
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* Sec. 5. This Act is retroactive tEjanuary 1, 199 and applies to activities that qualify for

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

1
2
3 omi-
4 * See. 6. This Act takes effect immediately under AS 01.10.070(c). A

SCS CSHB 197(RES) 10¢
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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

Ix:gal Services
via fax: 2029 2 pages _

yitl 1
FROM: Annette E. Krcit/.cr, Aide tb |
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, | 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 >
After talking with the sponsor's staff. | think it’s better to replace (APPLICATION! with
REQUEST throughout this section. 1still 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 of 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 (1) 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? | 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 BILL 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,
A BILL

Jama, William*

FOR AN ACT ENTITLED

An Act providing for explorationincentive credits for activities involving locatable

and leasable mineral and coal deposits on certain land in

providing for an effective date,”

the state; and

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,

(@) 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 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;

-1
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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) 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 date of a new mine.
In this subsection, "mine construction commencement date of a new mne* 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 (hat a reasonable and prudent person
would consider adequate to commence :onstruction of @ mine in the expectation that all
other approvals, permits, licenses, and certificates necessary for Ute completion of the
facilities will be obtained;

() 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
administrauve 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 g.mine that had
previously operated, has ceased to operate, and for which Xprevious 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) of 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:

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

-2-
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would consicer 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. 21.30.020. PROCEDURE FOR OBTAINING- AND TAKING THE
CREDIT. To obtain the credit authorized by this chapter,

(1) 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.

(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 L

(11) 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 of 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

SCS CSHB IfTIREJf)
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applicant's application by September 30 by approving or disapproving it; if the
commissioner -

(1) disapproves the éptpltltf:afion, the commissioner shall
state the rcasoiis for disapproval and give the applicant an opportunity to
coned any problems or to provide additional information;

(i) 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

app||cat|on by September 30. tlic app||cat|0n is automatically approved;
(2) the credit applicant whose application has been approved.under (1)
subsection may thereafter request (he taking of the credit for the approved

applicafion 4t follows:

3 t sit# «7(RIS)

(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 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;
if (he

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

(i) reqocv a disapproved, the commissioner shall state

the reasons for disapproval and Offer the applicant an opportunity to
correct any problems or to provide additional explorat|on activity data or
other information. 7

(C) if the commissioner neither approves nor disapproves the

request to uke the credit within six months after submission of the request, the
taking of the credit a approved
See 2730030. APPLICATION OF TOE CREDIT (*) In atax vear or royalty

acal innd ZtUTto TexT WUCMTLr:
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payment period, the qualified applicant may apply an approved credit, subject to (c) of
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 of the qualified applicant's (ax liability
under AS 43.65 for the tax year that is related to production from the
mining operation a which the exploration activities occuned. as
calculated under (b) of this section; or
(i) 50 percent of the qualified applicant's total tax liability
under AS 43.65 for the tax year.
(B) under AS 4320; application of the credit under (his
subparagraph may not exceed the lesser of
(1) an amount equal to the amount determined under
(AMi) of 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 of the credit under this
paragraph may not exceed 50 percent of the qualified applicants 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 (aXIMAMi) or (aXIXBXi) of Dus section, the commissioner of revenue
dull dualkm application of the credit under that provision unless the qualified applicant
files with the qualified applicant's tax return an accounting of the qualified applicants
mining operation activities for each mining operation that is included in the tax retumn
and os to which the credit is being applied The accounting of mirung operation
activities required by this subsection shall be made
(1) on a farm proscribed by (h% Department of Revenue, on the form, the

qualified applicant shall

A gmcMta 197RKM
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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).

(© 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 atax 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 suc%jsgpr in interest.

» lj.. I
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 27.30020(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

CHB I*(LLES| 4
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(2) other information that the commnwooer require* to determine |

approval of the taking of the credit by the applicant would exceed the limita on use of
the credit under thit chapter

Sec. 27.30080 RELATIONSHIP TO OTHER FUNDS. Amounu due the
permanent fund under AS 37.13 010 thaJl be calculated before the app' cahon of a endtt
extended under (hit chapter.

Sec 2730.090. 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 27J0 020 if the data it dm loved in violation of (a)
of this vection

Sec 27.30099. DEFINITIONS. In thii chapter.

(1) "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 of the exploration activity for
the purpotc of determining the existence. location. extent, or quality of a mineral or coal
dcpout. the term

(A) include*

(1) the cotta of obtaining the approvals permits. licenses

and cemfkate* for an exploration activity tel out m AS 27 30 010taM|) «
(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 pmct
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 of thit subparagraph.

T ms CSim irrmcsi
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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
AS 27.30010(a)(1) * (®);
<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 inAS 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.

©) aerial photographsor a topographic or geologic map showing

the locjboa of the dnU 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) “@eophysical 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 Zincludes all operating and nonepcratsng activities
related to a mineral deposit interest, and may be comprised of one or more mining
properties, to determining whether mining properties are part of the same mining
operation, the commissioner may consider whether the operation, in conducting mining
actionet on several ttwung 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 acommon mining property.

(7) "qualified applicant means

—» foct W WEIAW CILIT®> TOT MACTSTES!
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(A) anatural person who it at least 18 year* of age;
(B) a partnership qualified to do business in the state;
(Q acorporation 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 of a qualified ‘tatural 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
(11 is three percent of net income as determined under AS 43.65; and
(I1 11 subject.1Q the CAoloratlotLinctntlvc credit authoriied bv
AS 27J0.
* See. 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 27.3C.

(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(h).

* Sec. 4. AS 4363 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 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 of the taxpayer, under penalty of unsworn
falsification If receivers. trusters, 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 basts of the returns shall be

.. . 9., scS ( SHB 197IRKS)
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collected in the same manner as if collected from the person of whose business they have
custody and control. IN_atox year in whkh a taxpayer applies against the tax levied
under, this chapter the exploration incentive credit authorized by AS 27J0. the
commissioner shall require the taxpayer tw submit the accounting of mining
operation activities form required bv AS 27.30.030(b).

» Sec. 5. This Act is retroactive to January |, 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. 6. This Act takes effect immediately under AS 01.10.070(c).

SCS GSHB 197(RES) -10-
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OFFERED IN THE

TO: CSHB 197(RES)

Page 6. line 3. after "maintaining":

Insert owning,"

Page 6. lines 13 - 14

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

Page 6, line 16:

Delete "that is unreasonable or"



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA

19071465-3f167 <e 465-2450 o .
I AX1907) 465-7029 1JO SiWtirt| Strtvl, Suile 407

\hiilSiop Mill Juneau. A/miu 99H01-2105

MJL&LQ RAIILB L M April 24, 1995

SUBJECT: Draft SCS 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

| wish | better understood the concept being introduced in this version
Using the material you faxed, | 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 30020 sets out the procedures under which the credit may be applied for and
approved for later use by the Department of 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 of 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 of unused elements of the credit
Proposed AS 27 30050 sets out the time limitation on use of the credit Proposed
AS 27 30 060 permits its assignment The sections continue in the same order

| 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 05 212(b)

JBC kib
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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

OfTcred:
Referred:

Sputuorfs): REPRESENTATIVES FOSTER, Vary, Kelly, Mulder. Toohey. llrice, Phillip*. mnckic,
James, WUIUmMs

A BILL
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.

(@) 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;

o ~ SCS CSIIB 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) 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:

" 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

-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 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,

(1) 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) 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

SCS CSHB 197<RES)
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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;
(i) 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;

(3] if 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 (I)(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;
if the

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

(i) 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 atax year or royalty

SCS CSHB 197<HKS) _ 4
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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
(if) 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 payableby the qualified
applicant under AS38.05.135 - 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)(I)(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

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

+5, SCSCSHB 197(RES)
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gualified 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

4-
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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) -
©)
(i) direct labor costs and the cost of benefits for
employees directly associated with work described in AS 27.30.010(a)(1)

)

(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)
Nttv Lm irrlinrl (CtirreD TEXT BMCKrrtV]



WORK DRAFT WORK DRAFT WORK DRAFT

(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 aos 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 prt 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;

SCS CSHB 197 RES) A
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(C) acorporation 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) ts three percent of net income as determined under AS 43.65; and

UL.is.subittt.. [o.lhg-MclgrfiHQn-in«nlhy-troUl. authorized In

> 2.0
» 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).
e Sec. 4. AS 43.65.020(a) is amended to read:
@ 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-CXPIPPHIon Incentive cm Ilt
authorized bv AS 27.30, and other information for carrying out this chapter that the
department prescribes. The return must show the mining license humber 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\mipinp m@:t?[m-dT{ig;i%gu&pp r{%ecmpﬁl%s r%u'?'rl?sl;mﬁlzgg
collected in the same manner as if collected from the person of whose business they have

custody and control.
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* Sec. 5. This Act is retroactive t0 January 1+ 1”5 . and applies lo activities that qualify for
the exploration incentive credit authorized by AS 27.30 that arc undertaken after December 31.

1994,

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

SCS CSHB 197<RHS>> 0. :
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Chenoweth
4°21/95
SENATE CS FOR CS FOR HOUSE DILL NO. 197(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE m#IRST SESSION
NV ni»: senate rcsoircu coMMfmx
(MITtJ
IMmiA
RIPRFMNTWIWS M>STIR. Vwy. KeO». TeoWr. ft*,. rhUdipt. Madtk,

Jam*. \\ dlumk
A BILL

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 TIE LEGISLATURE OF THE STATE OF ALASKA:

* Section |, AS 27 it amended by adding a new chapter lo read:
CHATTER 30 EXPLORATION INCENTIVE CREDITS.
See 2730010 EXPLORATION INCENTIVE CREDITS AUTHORIZED,

(a) The commiuioner thall gram lo a qualified applicant an ciptoraiion incentive crrdii
for the eligible emit of each of the following ciptoranon actitioct dial arc performed
on or for the henclir of land in ihe itate for the purpote of determining ihc ctiuencc.
location. eiient. or quaint of a locatable or Icauble mineral or coal dcpotii. regardleit
of whether ihe land it Male owned land

Il turtcting by gtophytical or gcochenucal methodt.

12) drilling eiploraucn hokt;

(31 conducting undetgtound etploraiion.

o* SCSCSHB ITT.RIM
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(4) surface trenching and bulk sampling; or
(5) performing other exploratory work, including acnal photographs,
geological and geophysical logging, sample analysis, and metallurgical testing.

(b) Hxcept as provided in (c) of this section, an exploration incentive credit may
not be granted under (a) of this section foi exploration activity described in that
subsection that occurs alter the mine construction commencement date 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:

11) there has been issued to the owner or an agent of 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 of a mine in the expectation that all
other approsals. permits, licenses, and certificates necessary for the completion of tnc
facilities will be obtained:;

(2) all approsals. permits, licenses, and certificates are in full force and
clfcct. unrcsoked and without any modification that might jcopordirc 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.

(c) In addition to the grant of an cxplorauon incentive credit for a new mine
under tb) of this section, an exploration incentive credit may be granted under (a) of this
section for exploration activity described in that subsection for a nunc that had
previously operated, has ceased to operate, and for which all previousfapprévals, permits.
licenses, and certificates that allowed the previous operation have gxp'i're\ﬁl Shd arc no
longer renewal |c  However, uider Hus subsection, an exploration incentive credit may
not be granted under lai 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 ol the following have occurred

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

W T, IHtrre o wurjtrT::
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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
of the facilities will be obtained;

(2) all approvals, permits, licenses, and certificates for the reopened mine
arc in full 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. 27.30020. APPLICATION OF CREDIT (a) In a tax year or royalty
payment pcnod. an exploration incentive credit calculated under AS 27.30.040 may be

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

(A) one-half of the taxes payable under AS 4320 for that y'm

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

B> one-half of the taxes payable under AS 4365 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 3805135 «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 limited by AS 27.30.040(hl and 27.30.050,

th) The total credits applied under taMl) cf this section against auio 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 30030(2)

Sec 2730030 PROCEDURE FOR OBTAINING AND TAKING THE
CREDIT To obtain the ctedit authorized by thss chapter.

(1) 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:

o> SO* ('SUB IfNRES)
Vv ni.rlin+j Sc&ITT? TCXT =jucixTts)



© 00 Jd oo o ph O N —

10

WORK DRAFT WOFJ\ DRAFT WORK DRAFT

(A) the applicant must submit a statement of expenditure/; for the
previous calendar year not later Ihar 60 days after the close of that calendar year,

(B) (he application must

(1) desenbe the work accomplished during the previous
year, the number of employees, and the names and number of
consultants; and

(1) 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 subsection;

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

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

(1) 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;

(if) 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 of 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 (1)
of this subsection may thereafter request the taking of the credit for the approved
application as follows*

StSUB [97(RKSI Y
for ynamtiitmd ICXUTXS 707 UKUCXTTES)
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(A) the credit applicant shall deliver to the commissioner the
exploration activity data identified by the commissioner under (1)(E)(ii) of this
section, and shall request the commissioners 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;
if the

(i) exploration activity data complies with the
requirements identified by the commissioner under (1)(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:

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. 27.30040. 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.
<> 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

o5* SCSCSHB 197(RES)
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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
gualified 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 197<RES> o o,
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(1) "credf' means lhe 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)

(i) 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);

IB) does not include noncash expenses such as depreciation and
[ESEIVES, 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

_ o7. SCS CSHB 197(RES)
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representative set of cuttings for each hole rotary drilled;
(B) chemical analytical data and nonintcrprctive 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 panof 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) anatural person who is at least 18 years of age;

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

<C) acorporation 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 listcJ in (A) * (E) of this
paragrapn.

» See. 2. AS 3805.1351a»is amended to read:
(@ 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

SCS CSHB 197(RES) &
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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 acompetitive bid basis
when determined by the ¢ 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 nken_tQ delcnninc 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.

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

(b) The production royalty
LIJ «tbrcc percent of net income as determined under AS 43.65: and

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

AS-21,39

. 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.

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

€)) 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 27J0, and other information for I INMQ out this chapter that the
department prescribes. The return must show the mining license humber 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

«0- SCS CSIIB 197(RES)
Tf.it IDCJSTtB 7ZX7 tKKCrt7XSi



WORK DRAFT WORK DRAFT WORK DRAFT

custody and control.
* See. 6. This Act is retroactive to January |. 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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Alaska State Legislature

Slate Capitol MEMO 716 W 4th Avenue

Junc.uj™Js 9980111825, 4 cpenowcth, Attorney Anchorage AK 99501-2133

Legal Services
via fax;: 2029 two pag

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 | 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. | 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 (I)(E)(ii) the commissioner certifies expenditures if the commissioner
approves the expenditures. | 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’seligible costs.



4) Page 3, lines 7-9, the applicant describes the work accomplished during the
previous year...and provides a detailed list qr ledger of expenditures, and a list of

cxplpnilion activity data thalLmthc future-wili beinadc available undci.(2KA) Qfihis

smioiL

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 of 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 arunning 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. | reserve the right to quibble.

Thanks much for your assistance on this committee substitute.



ALASKA DEPARTMENT OF REVENUE
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April 21, 1995 )
: ( Q.JH/V( J7
llcpInce Page < Lines 17 through 20 ns follows:
Crttc'-ot AJ70A- 01 Ctc'0< o , _
Soc. 27.30.040. LIMIT ON CREDITS:" (a) Tho amount ol tho exploration incentive credit
that may be taken durln? a tax year or royaltK paymont period is limited as follows: < yf
(1) for taxes payable under AS 43.20, tho lessor of 50 porcont of taxos payable under
AS 43.20 or 50 percent of taxos calculated for tho site against which tho credit is being £oL
claimod as determined hy AS 43.65.020%h); thr/wV it rik
(2) for taxes payable under AS 43.65, tho lessor of 50/of taxos payable under AS 43.05 " | ' " %y
or 50 porcont ol taxes calculated for the sito against which tho credit is being claimod as ) ,'tM
detorr. nod by AS 43.65.020(h); and Uohlg

835) 50 percent of mineral production royalty payments duo tho state undor AS 38.05.135
- 38.05.175 and 38.05.2112_ for productlon/mm t«he ?lte o%prch exploration activitios occur.
|

DISCUSSION I'0INTS

This lintils the credit to 50% of mining taxes calculated on a site-specific iisis under AS +13.65.020(h).
Under /ts 27.30.020 of this hill, the credit amount could hr applied against mining loses, corporation taxes

and royalties due.
Add a new section as follows:
AS 43.20.044 is amonded by adding a new subsoction to read:

(b) A porscn claiming the exploration credit undor this section 3hall provide to the
department a calculation of the credit on a form prescribed hy tho department. The
form shall be accompanied by the form required under AS 43.65.020(h).

This reipdres corporation taxpayers to provide an accounting of the exploration incentive credit and
provide documentation of the calculation xvith their corporation tax return.

Add nnew section as follows:
AS 43.65.020 is amendod by adding a now subsection to read:

(h) A person claiming the oxploration incentive credit under this section shall
provide to the department an accounting of mining activities for each site Included In
the return filed under this chapter. The accounting shall be made on a form prescribed
by the department and accompany the return. Tho form shall identify the site for which
the credit Is claimed and state specifically for each site, items of gross Income,
mcIud_mg royalty received and the deductions and credits allowed by this chapter and
ether information proscribed by tho department. If the person is within tho 3 and one-
half years exemption allowed under AS 43.65.010:a) and claims a credit underjfe 30.05 y *
or AS 43.20. the credit shall be the amount that would have been duo without reqartTlo

tho exemption.
This section requires the taxpayer to provide a site-specific accounting of mining activities upon which the

exploration credit will e based 1f a taxfuryer is within Ihe 3 and otte-ludf mining tax exemption, the
amount of credit shall he calculated as if ihe tax would have hern due

®DISCUSSION DRAFT-
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CS FOR HOUSE BILL NO. 197(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE « FIRST SESSION
BY THE HOUSE RESOURCES COMMITTEE

OfTfrtd:
Referred:

Sponsors): REPRESENTATIVES FOSTER. Vezey
A BILL

FOR AN ACT ENTITLED
"An Act providing for exploration incentive credits for activities involving locatable
and leasable mineral and ecnal”~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:
V3 CHAPTER 30. EXPLORATION INCENTIVE CREDITS,
y | < Sec. 27.30.010. EXPLORATION INCENTIVE CREDITS AUTHORIZED,
t -(@) 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 purposeof determining,the existence,

location, extent, or quality of a locatable orleasable mineral depgsiu regardless
hiL<| FKal A
of whether the land is state-owned land:
A. 1> KAu JuJQ a. .
(1) surveying by geophysical or geochemical methods: h dj

(2) drilling exploration holes:

(3) conducting underground exploration:

- 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
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. .

(B) mineral production royalty payments due the state underJ
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 under AS-3&05.211 for the site xm-whicbJ'

U« exploration activities txrcun— *m 6 (0 ., ° [

(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 197(RES) -2-
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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: i<«
(A) the applicant must submitja certification ofjexpenditures for

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

y‘ (B) thC|certification(l must 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” M

(C) theapplicant is not required to transmit cgples of receipts
with the certification* but the certification is subject to audit in the discretion of
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 theprospective credit
applicant’s certification of expenditures by September 30 by approving or
disapproving the certification: if the commissioner

0] 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 197(RES)
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(A) the credit applicant shall deliver to the commissioner the
exploration activity data identified by the commissioner under O XEX:ii) of this
section, and shall request the commissioner's approval of the exploration
incentive credit;

(B)the commissioner shall approve or disapprove the credit
application within six months after receipt of the application for credit; if the
Q) exploration activity data complies with the
requirements identified by the commissioner under (IXEXii) of this
section, the commissioner shall approve the credit;
(i) credit application 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; i j"
(C) if the commissioner neither approves nor disapproves the '
credit applicaocon within six months after submission of the credit application, the’ ,
- % r-,X X .
credit is approved. PPN B A £ A :
Sec. 27.30.040. LIMIT ON CREDITS, (a) The amount of the exploration 1
incentive credit for each site that may be taken during a tax year or royalty payment
pr <J may not exceed 50 percent of the combined amount payable by the applicant as
(1) taxes payable under ASJ3JQ and AS 43.65 that are related to
production from the site on which the exploration activities occur.
(2 mineral producnon 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 occur, and
(3) annual rent payable under AS 38.05.211 for the site on which the .’ t
exploration activities occur.

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

*
a portion of a credit that is not applied or used under (a) of this section may be earned {; t
forward to and applied dunng a subsequent tax year or royalty or rental payment pcnod
Sec. 27.30.050. USE OF CREDIT. An exploration incentive credit 'e-

(1) must be used within 15 tax yean or royalty or rental payment penods

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 CTedit 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
gualified 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. 27.30090. 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 OHXaX1)

(5);

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

employees directly associated with work described in AS 27 30010(3)(1)

5 , CSHB 197<RES>
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(iii)y  the cost of renting or leasing equipment from panics
not a/filiated with the applicant:

(iv) the reasonable costs of maintaining and operating
cqi pment:

(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 taxpayer's
business, including the costs of materials and supplies, if those expenses
and costs art directly attributable to the work described in

AS 27 300100X1) - (5);

(B) does not include noncash expenses such as depreciation and
reserves, interest or other costs of bonowed funds, return on investment.
insurance or bond premiums not covered under (AXv) 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(1X1) * (5):

(2) *“exploration activity data* includes, as applicable.

(A) a rcpresentaavc skeleton core for each hole cored or a
representative set of cuttings for each hole rotary drilled;

(B) chemical analytical data and ncninterpreovt geophysical data.

IO aenal photographs or a topographic or geologic map showing
the location of ihe dnll holes, sample locations, or the other exploration activities
undertaken;

(3) “geochemical methods' means soil. rock, water, air. vegetation, and
similar samples collected and their chemical analyses;

(4) “geophysical methods* mexis all geophysical data gathering methods
used in mineral or coal exploration, including setsmic. gravity, magnetic, radiometnc.
radar, and electromagnetic and other remote sensing measurements;

(5) *“qualified applicant* means

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

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

CSHB I*7(RES) 4- o ,
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(C) acorporation 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
*Ab '»f paragraph.
«sSec. 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™MS_:iJ<?,030. Ihe commissioner shall allow an exploration incentive
CttdILfotL-KIhilltt-UDdtriakcn.tQ_dctgticinc_the_cxiMcncct_localion. extent, or
qualify of a mineral bf.ral.dcireiund.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
HiI—ii-iubIKt to lhe claim of the exploration incentive credit |
authorized b» AS 2?JQ; and
«* after alliance of iht-gtdit cfrimcl under (1) of this subsection.
shall be credited against the production royalty under AS 38 05.212 as it accrues for that
year.
e Sec. 4. AS 38.05.212(b) is amended to read:

(b) The production royalty

, 7. _ CSHB 197(RES)
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[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 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.

e Sec. 7. This Act is retroactive to January |. 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 197(RE5) .
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A lternative Accounting M ethods

Separate Accounting Method Unitary Principle

Separate Accounting  f
Alaska
Alaska Income - Alaska Expenditures = Net

Income

Water's Edge Reporting Method (Apportionment) ¢

AlasRtLSates  Alaska.Pcoperty  AlashaJBayroll Alaska

U.S. Sales + U.S. Property + U.S. Payroll x (U.S. Income - U.S. Expenses) Net

Income

Worldwide Combined Reporting Method (Apportionment) ¢

AlaskaSales Alaska Property Alaska Payroll Alask
Worldwide Sales + Worldwide. Property + Wortdwide X(W.W. Income =W W. Expenses) « Net
Extraction 3 Incom

Airiskti Department ot Revenue 10 Apni 1905



S eparate

A ccounting M ethod

»"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 Im April 1995



Unitary T ax

Accounting Method

"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

Ai.rki Deporjmnnt of Revenue 19 April 1995
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April 12, 1995

ALASKA SUCCESS FROM AIRBORNE GEOPHYSICAL MAPPING
By Stove Borell

In 1993 and 1994 the Alaska State Legislature funded Airborne
Geophysical Mapping at selected locations around the state. The
State Division of Geological & Geophysical Surveys (DGGS) managed
the work and now has the completed maps and data (including on CD)
available for sale to the public.

These 1investments by the State have already been a catalyst for
significant new private industry investments. In some areas DGGS
worked with mining companies and private landowners and obtained
their assistance and confidential data which was used by DGGS to
increase the coverage and accuracy of the mapping. Some of the
highlights of this program and its impact follow.

Tho State®"s 1993 Airborne Geophysical Mapping program surveyed
portions of tho Nome/ Nyac, Valdez Creek and Circle Mining
Districts. The 1994 program surveyed areas in tho Fairbanks and
Richardson Mining Districts.

Tho maps and data for the *3rae Mining District were released in
February of 1994 and during that summer one major mining company
staked 120 new mining claims and another major company nearly
doubled 1its intended exploration budget for the area. Other
individual prospectors and miners, as well as other major mining
companies, obtained the DGGS data and did varying amounts of
exploration and claim staking 1in the area.

The maps and data for the Circle Mining District were released in
April of 1994 and one major company dedicated an exploration crew
for the entire summer for exploring targets identified from the
maps. Also, several local prospectors and miners concluded
agreements with junior mining companies that will result 1in more
intense work during 1995.

FAIRBANKS DISTRICT BOOMING

The 1impact that the 1994 Airborne Geophysical Mapping program has
had in the Fairbanks District has been phenomenal!

The maps and data for the Fairbanks and Richardson Mining Districts

were released February 7, 1995. On that very day the DGGS
collected more than $5,000 as the result of 1its sales of that
material. This 1is three times the amount that any previous
publication had elicited. That aame week about 200 order forms

were handed out to interested prospectors and companies at the



annual Cordilleran Roundup held 1in Vancouver, B.C. Additionally,
DGGS 1is 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
prospecting sites were staked in the Fairbanks Mining District.
Although some of the claims predated the release of the geophysical
data, company geologists say that much of the staking was done to
establish a land position in anticipation of the data.

One company has just announced that it staked 16,131 acres over a
resistivity anomaly, 1identified from the new geophysical survey
data, that was very similar 1in 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 busy staking claims and even drilling (in the
winter) in the Fairbanks area, partly in response to the
information on the new geophysical maps.

In 1994 approximately $31 million was 1invested in mineral
exploration in Alaska, up slightly from 1993. Of this 1994 amount
a good share was focused on Interior Alaska, mostly in the
Fairbanks area. An even greater increase 1is expected for 1995 and
the years to conme.

The Alaska Legislature is now 1in session so neither the amount of
money Tfor further airborne geophysical surveys nor the decision on
exactly where the new surveys will be flown 1is yet determined.
What we do know is that very little of the State has been surveyed
with new modern techniques and that these surveys are creating a
tremendous amount of interest in mineral exploration on State and
adjacent Native-owned lands.

For more information on obtaining the airborne geophysical maps and
data on any of these six Mining Districts contact: Laurel Burns,
Division of Geologic & Geophysical Surveys, 794 University Avenue,
Suite 200, Fairbanks, AK 99709-3645, phone (907) 451-5021, FAX

(907) 451-5050.

[Steven C. Borell 1is the Executive Director of the Alaska Miners
Association which represents all aspects of the mining industry in
Alaska. For more information contact the Alaska Miners
Association, 501 W. Northern 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. llighlights
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, | 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'ART A: ISSUES REQUIRING STATE ACTION

INCENTIVES

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.

ACCESS

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-sctimg guidelines.



STATE REGULATORY REFORM

4.  The Legislature should amend the Administrative Procedures Act (AS 44.62.195) by adding a section
as follows: “If the adoption, amendment, or repeal of a 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.

CITIZENS ADVISORY COMMISSION ON FEDERAL AREAS

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

COASTAL ZONE MANAGEMENT

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.

COAL 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.

EDUCATION AND RESEARCH

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.



USICR 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.

). 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.



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 PROVISIONS

16. 'Hic 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).

), prohibit the creation of additional CSU lands in Alaska as required by Sections 10ld and 1326b
of ANILCA. and

c. exchange mineralized areas from existing CSU under the authority of Sections I()3b and 1302h
of ANILCA.

INTERNATIONAL PARKS 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 GEOLOGICAL SURVEY AND BUREAU OF MINES

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

M
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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 *IHto be unattractive from the regulators perspective and are looking elsewhere for new- exploration

opportunities.

----------------------------- TIIK COMMISSION KF.COM.MKNDS THAT:

/. Tre Cinrrnar and legislature should create economic incentives that will providefinancial 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 xhum rrnix. the mining license tax. produc-
tion royalties, and income taxes An onnosed hudvet for educational and promotional efforts is

also rei ommendcd.

GEOPHYSICAL AND GEOLOGICAL MAPPING

FINDING: Many other countries 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 IW Alaska contracted for airborne suivcye of 1.100 square miles and in IW4 for an adJilmnal 750 square
miles At least half of Alaska's |f>0.000 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

Nlihougli die maps of rive loot airborne geophysical survey wcie no< available until April of 1504 . already
ina-jscd claim staking jnd csploralion activity can he dosiimented in the- Nome and Circle areas Il*e uups
from ihe 1°W-1 surveys of ihe Failhjnks ami KicharJson districts should lk* avadablc in calls 1*W$, but already

(Osiober. 1004 »inrrc is signitwanlly more csploralion mirresi M both arr 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

----------------------------- 11IF COMMISSION RKCOMMKNDS THAT: mmmmmmmmmmmmmmemcccoeee

J.  Vie rioxernor mul legislature should inxetl 55 million per sear for thr next dfttulr. preferable
through foundation funding, ii ..irh‘irnc geophysical timeti and totnplrmer.larx geolognal imd
geoshemitid sunexx



Alaskti Minerals Commission

ACCESS

FINDING: Inc Slate has identified hundreds of potential Revised Statute 2477 Ri?hts-of-Way (RS 2477) and
IS in the process of asserting title on a selected few. However only the Bureau of Land Management (BLM)
currently has a policy for accepting Slate nominations and assertions.

RS 2477 access corridors may provide the only assured access across and within the vast interlocked system
of Conservation SKstems Units in Alaska other than the untested Title X1 access provided for in the 1980 Alaska
National Interest Lands Conservation Ad (ANILCA).

------------------------ TIK COMMISSION RECOMMENDS THAT: =-mmmmmmmmmmmmmmmmmeeee

2. The State should aggressively assert all identified Us 2477 Hights-of-Way 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

FINDINCJ: Alaska mineral prinluccrs often face higher costs of doing business due to harsher climate, to higher
labor costs, and to higher capital costs Additional indirect costs due to regulations can have the effect of
making Alaska mines uncompetitive with those in other stales and countries. The Administrative Procedures
Act (AS 44 62.195? requires State agencies to prepare fiscal notes which estimate the costs to State government
ofa Frpposed requlation. State agencies should also be required lo estimate the compliance costs of proposed
regulation* to individuals and businesses as a formal part of the process of adopting regulations.

------------------------ TIK COMMISSION RKCOMMKNDS THAT: =-mmmmmmmmmmmmmmmmmmeeee

4. The legislature should amend the Administrative Procedures Air (AS 44 (i2."5t hv adding a
section asfollows. "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 peran! of time required for implementation and
compliance with the regulation.”

FINDING: Presently several Slate agencies claim management authority over Stale lands. The administration
has become a complex bureaucracy with multiple agencies vying lor regulatory management of mineral devel-
opment The number of permits, die time required to secure those permits, the number ofagencies, and the costs
related lo obtaining the permits has become excessive

The recent experience with permittin% amajor mining operation on State ranas near Fairbanks has demonstrated
the henclit of having a coordinated Slate approach through «ne Department ol Natural resources IDN'R) for the
NUNC Permitting process

------------------------ TIK COMMISSION RKCOMMKNDS THAT: =mmmmmmmmmmmmmmmmmmmee

5. Ihe Coventor should designate and fund the PefHirtmmt of Natural Resources iDNUi as the lead
agency in all regulatory matters conceming mining, and should dne>t other agencies wait regu-
latory authority oxer mining, such as the Departments <# Ttsh and Came and Environmental
<omenation. to eoordinalr their regulators programs through DNU



