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B Y  T H E  R E S O U R C E S  C O M MITTEE1 IN THE S E N A T E

CS F O R  SENATE B I L L  NO

IN T H E  L E G I S L A T U R E  OF THE STATE O F  A L A S K A

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

A  B ILL

"An Act r e l a t i n g  to rent and royalty p a y m e n t s  for a 

m i n i n g  claim, leasehold location, or m i n i n g  lease, to

m i n e r a l - i n - c h a r a c t e r  d e terminations, to annual labor

requirements for and to a b a n d onment of a m i n i n g

claim, lea s e h o l d location, or m i n i n g  lease and to

mining license tax information; and p r o v i d i n g  for an

e f f e c t i v e  d a t e

13 BE IT E N A C T E D  BY THE  LE G IS L A T U R E  OF THE STATE OF A L A S K A

* Se c t i o n  1. AS 38.05.036(a) is amended to read:

(a) The Department of Revenue shall audit reports, payments, and 

payments due r e l ating to

(1) the royalty and net profits u n d e r  oil and  gas c o n­

tracts, agreements, or leases u nder AS 38.05.180;

(2) the r o y a l t y  o n  n et inc o m e  f r o m  m i n i n R c l a i m s ,  l e a s e h o l d  

l o c a t i o ns, or  m i n i n g  le a ses u n d e r  A S 38.05.212 [THIS C H A P T E R ] .

* Sec. 2. AS 38.05.036(c) is amended to read:

(c) All information o b t ai n e d  by the Depa r t me n t  of Revenue r e l a t­

ing to royalty and net profits payments u n d e r  AS 3 8 . 0 5 . 1 8 0  or royalty 

o n  net income u n d e r  AS 3 8 . 0 5 . 2 1 2 , including i n f o r m a t i o n  o b t ained u n d e r  

AS 43, may be made available to the department, in the form of s u m­

maries and, w h e n  in f urtherance of the depa r t m e n t ' s r o y a l t y  and net 

profits functions, relevant portions of the audits. I n f o r m a t i o n  s » d e  

available to the department that was o b t a i n e d  u nder A S  43 is c o n f i d e n­

tial and subject to the p ro v i s i o n s  of AS 43.05.230.
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* Sec. 3. AS 38.05.036(e) is amen d e d  to read:

(e) In this section, "audit" m e a n s  the process of o b t a i n i n g  

s u f f ic i e n t  co m petent e v i d e nt i a r y  m a t t e r  t h r o ug h  inspection, o b s e r v a­

tion, inquiry, and c o n f i r m a t i o n  to aff or d  a reasonable b a s i s  for 

a s c e r t a i n i n g  the c ompliance by the subject of the audit w i t h  the 

a p p l i c a b l e  law, regulation, lease, agreement, and contract terms; it 

does not include any o t h e r  actions n e c e s s a r y  to a dm i n i s t e r  this c h a p­

ter p e r t a i n i n g  e i t h e r  to oil and gas royalty and net prof i t s  p a y ments

u n d e r  AS 38.05.180 or to m i n i n g  royal t y  payme n t s  on net income u nd e r

AS 3 8 . 0 5 . 2 1 2 , i n cluding d aily a c c o u n t i n g  functions, c e r t i f ic a t i o n  

p r o c e d u r e s  a ss o c i a t e d  w i t h  those a c c o u n t i n g  functions, and enforcement 

of p a y ments of royalties and net profits.

* Sec. 4. AS 38.05.205(b) is amen d e d  to read:

(b) B e g i n n i n g  on the date e s t a b l i s h e d  by the c o mm i s s i o n e r  u nder 

AS 38.05 . 2 10 ^  [THERE S HALL ACCRUE] an annual rental accru e s  for each 

lea se h o l d  location or po r t i o n  of a lease h o l d location, [THEREOF] 

w h e t h e r  or not under lease, in the amounts e s t a b lished in AS 38.05.211 

[NOT LESS T HAN THE V A L U E  OF A N N U A L  L A BO R  IMPROVEMENTS RE Q U I R E D  FOR 

M I N I N G  CLAIMS. THE V A L U E  OF WOR K  DONE ON, OR FOR TH E  B E N E F I T  OF, THE 

L E A S E H O L D  IN C O MP L I A N C E  W I T H  AS 38.05.210 MAY BE C R E D I T E D  A G A I N S T  THE 

R E N T A L ] .

* Sec. 5. AS 38.05.205(c) is amend e d  to read:

(c) A mi n i n g  lease shall be for any period u p  to 55 years, and

is ren e w a ble if requirements for the lease remain satisfied. A n n ual

r e ntal and p r o d u c t i o n  roy a lties shall be paid a s r e q u i r ed under

A S  38.05.211 and 38.05.212 [THE LE S S E E  HA S A  R IGHT T O  A  N E W  L E A S E  AT 

T H E  END OF E ACH L EASE PERIOD. T H E  COMM I S S I O NE R  M A Y  M A K E  R E AS O N A B L E  

A D J U S T M E N T S  OF THE R E N T A L  R ATE AT  THE EN D  OF E A C H  20 YE A R  PERIOD, 

B A S E D  U P O N  C H A N G E D  CONDI T I O N S IN PROD U C T IO N  COSTS A N D  MARKETS]. A
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v alid m i n i n g  claim located and h eld u n d e r  AS 38.05.195 m a y  be con­

verted to a lease at any time upon application by the owner, and 

issuance by the commissioner. Rights [NO RIGHTS] granted by a mining 

lease may not be exercised u ntil the lease has b ee n  filed for record 

in the recording district w h e r e  the land is located.

* Sec. 6. AS 38.05 is amended by adding a new section to read:

WithinSec. 38.05.206. MINER A L  CHARACTER DETERMINATIONS

three years after the receipt by the commissioner of a request

mineral character d e t e rmination from the holder of the m i n i n g  claim

the commissioner shall determine under AS 38.05.243 w h e t h e r  the land

underlying a mining claim was mineral in character at the time of 

state selection.

(b) A holder of a m i n i n g  claim who fails to make a request for a 

mineral character determination to the commissioner by September 1, 

1990, or w i t h i n  one year from the location of the min i n g  claim, w h i ch­

ever is later, shall make rental payments under AS 38.05.211 and 

royalty payments under AS 38.05.212 until the commissioner makes a 

mineral character determination concerning the land u nder AS 38.05.- 

243. A holder of a mining claim who makes a request for a mineral 

character determination to the commissioner by September 1, 1990, or

within one year after the location of the mining claim, whichever is 

later, does not owe rental payments under AS 38.05.211 or royalty 

payments under AS 38.05.212 until the commissioner makes the mineral 

character determination u nder AS 38.05.243.

the commissioner that the landOn the determination

underlying the mining claim was mineral in character at the time of 

state selection, the ho l d er  of the mining c laim is liable for rental 

and royalty payments from the date of location or August 31, 1989, 

w h i chever comes later.
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1 (d) O n  the d et ermination by the commissioner that the land

2 u n d e r l y i n g  the mining c laim was not mi n e r a l  in character at the tine

3 of state selection and that the holder of the mini ng  c laim has made

'• *••••' ..... - . ....-v . . v.
4 rental payments under AS 38.05.211 or roya lt y payments u n d e r  AS 38.-

5 05.212 on the claim, the commissioner shall refund to the ho l d e r  of

6 the mi ni n g  claim all rental and royalty payments p a i d  on the mi ni n g

7 claim.

8 (e) If the commissioner fails to make a mineral character deter-

9 mi na t i o n  within three years from the date of a request for a deter-

10 mination, the amount of the rental and royalty due u nd er  AS 38.05.211

11 and 38.05.212 is reduced by 50 percent from the time that the deter-

12 m i n a t i o n  was requested through the date that the d e t e r m i n a ti o n  is

13 made. The holder of a mining claim may request that any excess pay-

14 ment accumulated u nder this subsection be

15 (1) applied to rental and royalty payments due in subse-

16 quent years; or

17 (2) refunded.

18 * Sec. 7. AS 38.05.210(a) is amended to read:

19 (a) Labor shall be performed or improvements made annually on or

20 for the benefit or development of each mining c l a i m , leasehold lo-

21 cation, and mining lease on state land except that w he re adjacent

22 c l a i m s , leasehold locations, or m in i n g  leases are held in common, the

23 expenditure may be made on any one c l a i m , leasehold location, or

24 mining lease. The commissioner shall establish the date  of the com-

25 mencement of the year during w hi ch  the labor or improvements are to b*

26 performed. Labor shall be performed at the annual rate of $100 [$200]

27 p er  claim or leasehold location, and $100 for e a c h  partial or w hole 40
‘  f  fJrA-0 lii*"' ■ J - 4.-m J  • /

28 acres of each mi ni n g  l e a s e . If mo r e  w o r k  is p e r fo rm ed  t ha n  is re-

29 qu ir ed  by this section to be perf orm ed  in any one year, the excesfe
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[WORK UP TO A] v alue [OF $800] may be a p p l i e d  against labor required 

to be done during the subsequent year o r  y e a r s , for as man y  as four 

years. Inst e ad  of p e r f o r m i n g  annual labor, the h o l d e r  of a claim, 

lea s e h o ld  location, or m i n i n R  lease ma y  m a k e  a cash payment to the 

state equal to the value of the labor r e q u i r e d  by this s u b s e c t i o n .

* Sec. 8. AS 38.05.210(b) is amended to read:

(b) During the y ear in w hich [THE P E R F O R M A N C E  OF] annual labor 

is r e q uired or w i t h i n  90 days after the close of that year, the owner 

of the m i n i n g  c l a i m , lea s eh o l d  location, o r  m i n i n g  lease, or some 

ot h e r  pe r s o n  having k n o w l e d ge  of the facts shall record wit h  the 

re c o r d e r  of the district in w h i c h  the c l a i m , l ea sehold location, or 

m i n i n g  lease is located a signed statement sett i n g  out the i n f o r m a­

tion, as may be required by the commissioner, c o n c e rn i n g  the annual 

labor of the prec e d i n g  y e a r a [AND] any labor in excess of that r e­

qui r e d  for the p r e ce d i n g  year, and any paym e n t  of cash instead of 

a n n u a l J a b o r .  The statement, properly recorded, is prima facie e v i­

dence of the p erformance of the labor. The failure of one of several 

co-owners to contribute the p r oportion of the exp e nd i t u r e s  required 

for annual labor from the co-owner shall be treated in accordance w i t h  

AS 38.05.215 - 38.05.235.

* Sec. 9. AS 38.05 is amen d e d  by adding n e w  sections to read:

Sec. 38.05.211. A N N U A L  RENTAL. (a) The ho l d e r  of each min i n g  

claim, leasehold location, or mining lease on land that has been

s e l e ct e d  by the state u n d e r  Secs. 6(a) - (b) of the A l as k a  Statehood

Act (P.L. 85-508, 72 Stat. 339) and that has b ee n  deter m i n e d  to be 

m i n e r a l  in character u n d e r  AS 38.05.206 shall pay, in advance, annual 

rental for the right to continue to h ol d  the m i n i n g  claim, leasehold

location, or m i n i n g  lease. The annual rental amount shall be based on 

the n u m b e r  of the years since a m i n i n g  claim, a leasehold location, or
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a raining lease's p r e d e c e s s o r  c laim or lea s e h ol d  l o ca t i o n  wa s  first 

located, as follows:

R e n t a l  Amount Per 

A c r e  for Mining 

Leases

N u m b e r  of Years S ince 

First L o c a t e d

0 - 5 

6 -  10 

11 - or more

R e n t a l  Amount 

for Each M i n i n g  

C l a i m  or Lea s e h o l d  

L o c a t i o n  

$ 20 

40 

100

$ .50 

$ 1. 00  

$2.50

(b) A claim, leasehold location, or m i n i n g  lease located on or 

before August 31, 1989 is cons i d e r ed  to h ave b e e n  first located on 

A ugust 31, 1989 for purposes of d e t e rm i n i n g  the amount of rental u nd e r  

this section.

(c) The rental for e ach year shall be c r e d i t e d against the 

p r o d u c t i o n  royalty u n de r  AS 38.05.212 as it a c c r u e s  for that year.

(d) The rental e s t a b l i s h e d  under this s e c t i o n  shall be revised 

each 10 years by the c o m m i s s i o ne r  based on the c on sumer price index 

for Anch o r a g e  and p u b l i s h e d  in regulations by the commissioner.

Sec. 38.05.212. PROD U CT I O N  ROYALTY. (a) In exchange for and to 

p r e s e r v e  the right to extract and possess the m in e r a l s  produced, the 

ho l d e r  of a m i n i n g  claim, leasehold location, or m i n i n g  lease on land 

that has b een s e l e c t e d  by the state u n d e r  Secs. 6(a) - (b) of the

A l a s ka  S t atehood Act (P.L. 85-508, 72 Stat. 339) and that has b een 

d e t e r m i n e d  to be m i ne r a l  in character u n d e r  AS 38.05.206 shall pay a 

royalty on all m i n e r a l s  p r o d u c e d  from land subject to the claim, 

leasehold location, or m i n i n g  lease du r i n g  e ac h  calendar year.

(b) The p r o d u c t i o n  royalty is two percent of net income aa 

d e t e r mi n e d  u n d e r  AS 43.65.

(c) The c o m m i s s i o n e r  shall adopt r e g u l a t i o n s  to implement this
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section and to provide for combined r e porting and paying of production 

royalties for mi n i n g  operations that include more than one mining 

claim, leasehold location, or mining lease.

* Sec. 10. AS 38.05.240 is amended to read:

Sec. 38.05.240. L A B O R  DEFINED FOR AS 38.05.210 - 38.05.235. In 

AS 38.05.210 - 38.05.235, "labor" includes geological, geochemical, 

geophysical, and airborne surveys conducted by qualified experts and 

verified by a detailed report filed in the recording district office 

in which the c l a i m , leasehold location, or mining lease is located 

w hich sets out fully (1) the location of the w o r k  performed in r e­

lation to the point of discovery and boundaries of the c l a i m , lease­

hold location, or mining l e a se , (2) the nature, extent, and cost of 

it, and (3) the name, address, and professional background of the 

person conducting the work. The commissioner, by regulation, shall 

define the nature of acceptable survey w o r k  and the qualifications of 

a person competent to perform this work. The airborne surveys, h o w­

ever, may not be applied as labor for more than two consecutive years 

or for more than a total of five years on any one mining c l a i m , l ea s e­

hold location, or m i n i n g lease, and each of those surveys shall be 

nonrepetitive of any previous survey on the same c l a i m , leasehold 

1o cation, or mining l e a s e .

* Sec. 11. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.243. DETERMINATION OF MINE R A L  CHARACTER. (a) Land 

on wh i c h  a mining claim is located was not mineral in character at the 

time of state selection unless, on the date the state selected the 

land u nderlying the mining claim, the land was known to contain a 

valuable mineral deposit in sufficient quantities that a prudent 

person at that time wo u l d  have expended time and resources to develop 

the mineral deposit w i t h  a reasonable belief that the minerals w o u l d
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be marketable at a profit.

(b) Land underlying a m i n i n g  claim does not cont a i n  a v a l uable 

mineral deposit unless, based o n  facts k n o w n  at the dat e  the land was 

selected by the state, the land

(1) contained an actual exposure of v a l u a b l e  m i nerals c a p a­

ble of being ma r k e t e d  at a profit;

(2) was contiguous to an exist i n g  mi n i n g  claim w i t h  an 

actual exposure of valuable m i n erals capable of b eing m a r k e t e d  at a 

p r o f i t ;

(3) was within one mile from a pl a c e r  deposit that has 

existing reserves that were p r o d u c i n g  or capable of p r o d u c in g  valuable 

minerals at a profit if the m i n i n g  claim is a placer claim; or

(4) was within one mile of a k nown mineral deposit that has 

produced or is capable of p r o d u c i n g  minerals at a profit if the mining 

c laim is a lode claim.

* Sec. 12. AS 38.05.265 is amended to read:

Sec. 38.05.265. ABANDONMENT. Failure to [(1)] properly record a 

certificate of location or a statement of annual labor, [OR (2)] file 

w i t h  the d i r ector within the time prescribed a lease application, [OR

(3)] pay any required annual r e n t a l , pay any required production 

royalty [OR RECEIVE CREDIT FO R  RENTAL], or [(4)] k eep location b o u n d­

aries clearly marked [, ALL] as required by AS 38.05.185 - 38.05.275

and by regulations adopted u nder these sections [,] constitutes a b a n­

donment of all rights acquired u n d e r  the mining c l a i m  [LEASE], l ease­

hol d  location, l e a s e , or site involved, and the claim, location, 

lease, or site [IT] is subject to reloc a t io n  by others. A  [IF A 

LOCATION IS NOT RELOCATED BY A N O T H E R  PERSON WITHIN ONE  YE A R  A F T E R  THE 

FAILURE, THE] locator or claimant of an [THE] a b andoned l o c ation [,] 

or a successor in interest [,] ma y  not [RETURN TO] relocate the
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1 l o ca t i o n  until one yea r  after a b a n d o n m e n t  [IT AS TH O U G H  IT H A D  N E V E R

2 B E E N  L O C A T E D ] . A  statement of annual labor that [WHICH] d oes not

3 a c c u r a t e l y set out the essential facts is v o i d  and of no effect. If

4 an annual rental or a royalty p a y m e n t  is deficient but is o t h er w i s e

5 timely paid, abandonment does not result if full payment is mad e

6 w i t h i n

7 (1) the period p r e s c r i b e d  by a defi c i en c y  notice fro m the

8 commissioner; or

9 (2) 30 days after a final ju d Rment e s t a b l i s h i ng  the amount

10 due if the d e ficiency amount due was contested.

11 * Sec. 13. AS 4 3 . 05.230 is amended by add i n g  a ne w  s ubsection to read:

12 (h) The c o m missioner shall, u p o n  request, furnish to the Depart-

0 ^  13 ment of Natural Resources copies of tax returns, reports, d o cuments

14 filed under AS 43.65.010 - 4 3 .65.060, and the d e pa rtment's deter-

15 m i n at i o n s  and workpapers. The D e p a r t me n t  of Natural Resources shall

16 m a i n t a i n  the confidentiality that the d epartment is required to extend

17 to the returns, reports, documents, determinations, and w o r k p a p e rs

18 furnished to the Department of N a tu r a l  Resources u n d e r  this subsec-

19 tion.

20 * Sec. 14. AS 38.05.210(d) is repealed.

21 * Sec. 15. TRANSITION. (a) This Act applies to min i ng  claims, lease-

22 hold locations, and mining leases located before, on, or after the effec-

23 tive date of this Act on land selected by the state under Secs. 6(a) - (b)

24 of the Al a s k a  Statehood Act (P.L. 85-508, 72 Stat. 339).

25 (b) The first annual rental paym e n t  due u nder AS 38.05.211 as enacted

26 in sec. 9 of this Act is for the annual labor year be g i n n in g  Sep t e m b er  1,

27 1989.

28 (c) The first prod u c t i o n  royalty payment due u nder AS 38.05.212 as

29 enacted by sec. 9 of this Act is for p r o d u c t i o n  after D ec ember 31, 1989.
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1 (d) T h e  c o m m i s s l o n e r  of n a t u r a l  r e s o u rc e s  shall adopt regulations to

2 implement the c h a n g e s  m a d e  b y  this Act. T h e  re g u l a t i o ns  take effect u nd e r

3 the A d m i n i s t r a t i v e  P r o c e d u r e  Ac t  (AS 44.62) b u t  not b e f o r e  Au gu s t  31, 1989.

4 The r e g u la t i o n s  m a y  d e f e r  the date f o r  the first annual rental payment due

5 u n d e r  A S  3 8 . 0 5 . 2 1 1  as e n a c t e d  in sec. 9 of this Act.

6 * Sec. 16. S e c t i o n  15(d) of this A c t  t akes effect immediately u n d e r

7 AS 0 1 . 1 0. 0 7 0 ( c )

Ex c e p t  for sec. 15(d), this Ac t  takes effect August 31
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