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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 129 ( F in a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For  an Act  e n t i t l e d :  "An Act  r e l a t i n g  to  m in ing ;  and p r o v i d i n g  f o r  an

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

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

* S e c t i o n  1. AS 3 8 . 0 5 . 2 0 5 ( c )  i s  amended t o  r e a d :

( c )  A m in ing  l e a s e  s h a l l  be f o r  any p e r i o d  up t o  55 y e a r s ,  and

i s  r ene w ab le  i f  r e q u i r e m e n t s  f o r  t h e  l e a s e  remain  s a t i s f i e d .  Annual

r e n t a l  and p r o d u c t i o n  r o y a l t i e s  s h a l l  be p a i d  as  r e q u i r e d  u n d e r  

AS 3 8 .0 5 .2 1 1  and 3 8 .0 5 .2 1 2  [THE LESSEE HAS A RIGHT TO A NEW LEASE AT 

THE END OF EACH LEASE PERIOD. THE COMMISSIONER MAY MAKE REASONABLE 

ADJUSTMENTS OF THE RENTAL RATE AT THE END OF EACH 20 YEAR PERIOD, 

BASED UPON CHANGED CONDITIONS IN PRODUCTION COSTS AND MARKETS], A 

v a l i d  m in ing  c l a i m  l o c a t e d  and h e l d  u n d e r  AS 3 8 .0 5 .1 9 5  may be con­

v e r t e d  t o  a l e a s e  a t  any t ime  upon a p p l i c a t i o n  by t h e  owner,  and

i s s u a n c e  by t h e  com m iss ioner .  R i g h t s  [NO RIGHTS] g r a n t e d  by a  min ing

l e a s e  may n o t  be e x e r c i s e d  u n t i l  t h e  l e a s e  has  b e e n  f i l e d  f o r  r e c o r d  

i n  t h e  r e c o r d i n g  d i s t r i c t  where t n e  l a n d  i s  l o c a t e d .

* Sec .  2 . AS 3 8 . 0 5 . 2 1 0 ( a )  i s  amended t o  r e a d :

( a )  Labor  s h a l l  be p e r fo rm e d  o r  improvements  made a n n u a l l y  on o r  

f o r  t h e  b e n e f i t  o r  deve lopment  o f  e a ch  m in ing  c l a i m, l e a s e h o l d  l o ­

c a t i o n ,  and m in ing  l e a s e  on s t a t e  l a n d  e x c e p t  t h a t  where a d j a c e n t  

c l a i m s , l e a s e h o l d  l o c a t i o n s ,  o r  m in ing  l e a s e s  a r e  h e l d  i n  common, t h e  

e x p e n d i t u r e  may be made on any one c l a i m , l e a s e h o l d  l o c a t i o n ,  or  

m in ing  l e a s e . The comm iss ioner  s h a l l  e s t a b l i s h  t h e  d a t e  o f  t h e  com­

mencement o f  t h e  y e a r  d u r i n g  which t h e  l a b o r  o r  improvements  a r e  t o  be
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p e r f o r m e d .  Labor  s h a l l  be p e r f o r m e d  a t  t h e  a n n u a l  r a t e  o f  $100 [$200]  

p e r  c l a i m  o r  l e a s e h o l d  l o c a t i o n ,  and $100 f o r  each  p a r t i a l  o r  whole 40 

a c r e s  o f  e a c h  m in ing  l e a s e . I f  more work i s  p e r f o r m e d  t h a n  i s  r e ­

q u i r e d  by t h i s  s e c t i o n  t o  be  pe r fo rm e d  i n  any one y e a r ,  t h e  e x c e s s

[WORK UP TO A] v a l u e  [OF $800] may be a p p l i e d  a g a i n s t  l a b o r  r e q u i r e d  

t o  be done d u r i n g  t h e  s u b s e q u e n t  y e a r  o r  y e a r s , f o r  as  many a s  f o u r  

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

l e a s e h o l d  l o c a t i o n ,  o r  m in ing  l e a s e  may make a  c a s h  payment  t o  t h e  

s t a t e  e q u a l  t o  t h e  v a l u e  o f  t h e  l a b o r  r e q u i r e d  by t h i s  s u b s e c t i o n .

* Sec.  3. AS 3 8 .0 5 . 2 1 0 ( b )  i s  amended t o  r e a d :

(b)  D ur ing  t h e  y e a r  i n  which  [THE PERFORMANCE OF] a n n u a l  l a b o r  

i s  r e q u i r e d  o r  w i t h i n  90 days  a f t e r  t h e  c l o s e  o f  t h a t  y e a r ,  t h e  owner 

o f  t h e  m in ing  c l a i m , l e a s e h o l d  l o c a t i o n ,  o r  m in ing  l e a s e ,  o r  some 

o t h e r  p e r s o n  h a v in g  knowledge o f  t h e  f a c t s  s h a l l  r e c o r d  w i t h  t h e  

r e c o r d e r  o f  t h e  d i s t r i c t  i n  which t h e  c l a i m , l e a s e h o l d  l o c a t i o n ,  o r  

m in ing  l e a s e  i s  l o c a t e d  a s i g n e d  s t a t e m e n t  s e t t i n g  ou t  t h e  i n f o r m a ­

t i o n ,  as  may be r e q u i r e d  by t h e  com m iss ioner ,  c o n c e r n i n g  t h e  annua l

l a b o r  o f  t h e  p r e c e d i n g  y e a r A [AND] any l a b o r  i n  e x c e s s  o f  t h a t  r e ­

q u i r e d  f o r  t h e  p r e c e d i n g  y e a r , and any payment  o f  c a sh  i n s t e a d  of  

a nn u a l  l a b o r . The s t a t e m e n t ,  p r o p e r l y  r e c o r d e d ,  i s  p r im a  f a c i e  e v i ­

dence  o f  t h e  p e r fo rm a n c e  o f  t h e  l a b o r .  The f a i l u r e  o f  one o f  s e v e r a l  

co -owners  t o  c o n t r i b u t e  t h e  p r o p o r t i o n  o f  t h e  e x p e n d i t u r e s  r e q u i r e d  

f o r  a n n u a l  l a b o r  from t h e  co -owner  s h a l l  be t r e a t e d  i n  a c c o r d a n c e  w i t h  

AS 3 8 .0 5 .2 1 5  - 3 8 . 0 5 . 2 3 5 .

* Sec.  4 .  AS 38 .05  i s  amended by ad d in g  new s e c t i o n s  t o  r e a d :

Sec.  3 8 . 0 5 .2 1 1 .  ANNUAL RENTAL. ( a )  The h o l d e r  o f  e a c h  m in ing  

c l a i m ,  l e a s e h o l d  l o c a t i o n ,  and m in ing  l e a s e ,  i n c l u d i n g  a m in in g  l e a s e  

u n d e r  AS 3 8 .0 5 . 2 5 0 ,  s h a l l  p a y ,  i n  a dva nce ,  a n n u a l  r e n t a l  f o r  t h e  r i g h t  

t o  c o n t i n u e  t o  h o l d  t h e  m in ing  c l a i m ,  l e a s e h o l d  l o c a t i o n ,  and m in ing
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l e a s e ,  i n c l u d i n g  a m in ing  l e a s e  u n d e r  AS 3 8 . 0 5 . 2 5 0 .  The a n n u a l  r e n t a l  

amount s h a l l  be b a s e d  o n^ the  number o f  t h e  y e a r s  s i n c e  a  m in in g  c l a i m ,  

a l e a s e h o l d  l o c a t i o n ,  o r  a m in ing  . l e a s e ' s  p r e d e c e s s o r  c l a i m  o r  l e a s e ­

h o ld  l o c a t i o n  was f i r s t  l o c a t e d ,  as  f o l l o w s :

Number o f  Years  S in c e  R e n t a l  Amount P e r

F i r s t  L oca ted Acre f o r  Mining 

Leases

0 - 5 

6 - 1 0  

11 - o r  more

R e n t a l  Amount 

f o r  Each Mining 

Cla im o r  L e a s e h o ld  

L o c a t i o n  

$ 20 

40 

100

$ .50 

$1 .00  

$2 .50

(b)  A c l a i m ,  l e a s e h o l d  l o c a t i o n ,  o r  m in ing  l e a s e  l o c a t e d  on o r  

b e f o r e  August  31,  1989 i s  c o n s i d e r e d  t o  have b e e n  f i r s t  l o c a t e d  on 

August 31, 1989 f o r  p u r p o s e s  o f  d e t e r m i n i n g  t h e  amount o f  r e n t a l  u nde r  

t h i s  s e c t i o n .

( c )  The r e n t a l  f o r  e a ch  y e a r  s h a l l  be c r e d i t e d  a g a i n s t  t h e  

p r o d u c t i o n  r o y a l t y  u n d e r  AS 3 8 .0 5 .2 1 2  as  i t  a c c r u e s  f o r  t h a t  y e a r .

(d )  The r e n t a l  e s t a b l i s h e d  u n d e r  t h i s  s e c t i o n  s h a l l  be r e v i s e d

each  10 y e a r s  by t h e  comm iss ioner  b a sed  on t h e  consumer p r i c e  i n d ex

f o r  Anchorage and p u b l i s h e d  i n  r e g u l a t i o n s  by t h e  com m iss ioner .

Sec.  3 8 .0 5 .2 1 2 .  PRODUCTION ROYALTY. ( a )  I n  exchange  f o r  and t o  

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

h o l d e r  o f  a m in ing  c l a i m ,  l e a s e h o l d  l o c a t i o n ,  o r  m in ing  l e a s e ,  i n c l u d ­

in g  a m in ing  l e a s e  u n d e r  AS 3 8 .0 5 .2 5 0 ,  s h a l l  pay a r o y a l t y  on a l l  

m i n e r a l s  p roduced  from land  s u b j e c t  t o  t h e  c l a i m ,  l e a s e h o l d  l o c a t i o n ,  

o r  min ing  l e a s e  d u r i n g  each  c a l e n d a r  y e a r .

(b )  The p r o d u c t i o n  r o y a l t y  i s  t h r e e  p e r c e n t  o f  n e t  income as

d e te r m in e d  u n d e r  AS 4 3 .6 5 .

( c )  The comm iss ioner  s h a l l  adop t  r e g u l a t i o n s  t o  implement  t h i s
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s e c t i o n  and t o  p i . / i d e  f o r  combined r e p o r t i n g  and p a y i n g  o f  p r o d u c t i o n  

r o y a l t i e s  f o r  m in ing  o p e r a t i o n s  t h a t  i n c l u d e  more t h a n  one m in ing  

c l a i m ,  l e a s e h o l d  l o c a t i o n ,  o r  m in ing  l e a s e .

* Sec .  5. AS 3 8 .0 5 .2 4 0  i s  amended t o  r e a d :

Sec.  3 8 . 0 5 . 2 4 0 .  LABOR DEFINED FOR AS 3 8 .0 5 .2 1 0  - 3 8 .0 5 . 2 3 5 .  I n  

AS 3 8 .0 5 .2 1 0  - 3 8 . 0 5 . 2 3 5 ,  " l a b o r "  i n c l u d e s  g e o l o g i c a l ,  g e o c h e m ic a l ,  

g e o p h y s i c a l ,  and a i r b o r n e  s u r v e y s  c o nduc te d  by q u a l i f i e d  e x p e r t s  and 

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

i n  which t h e  c l a i m , l e a s e h o l d  l o c a t i o n ,  o r  m in ing  l e a s e  i s  l o c a t e d  

which s e t s  ou t  f u l l y  (1 )  t h e  l o c a t i o n  o f  t h e  work p e r f o r m e d  i n  r e ­

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

h o l d  l o c a t i o n ,  o r  min ing  l e a s e , (2 )  t h e  n a t u r e ,  e x t e n t ,  and c o s t  o f  

i t ,  and (3)  t h e  name, a d d r e s s ,  and p r o f e s s i o n a l  b a c kg round  o f  t h e  

p e r s o n  c o n d u c t i n g  th e  work.  The c om m iss ioner ,  by r e g u l a t i o n ,  s h a l l  

d e f i n e  t h e  n a t u r e  o f  a c c e p t a b l e  s u rv e y  work and t h e  q u a l i f i c a t i o n s  o f  

a p e r s o n  competent  t o  p e r fo rm  t h i s  work.  The a i r b o r n e  s u r v e y s ,  how­

e v e r ,  may n o t  be a p p l i e d  as  l a b o r  f o r  more t h a n  two c o n s e c u t i v e  y e a r s  

o r  f o r  more t h a n  a t o t a l  o f  f i v e  y e a r s  on any one m in in g  c l a i m , l e a s e ­

h o ld  l o c a t i o n ,  o r  min ing  l e a s e , and each  o f  t h o s e  s u r v e y s  s h a l l  be 

n o n r e p e t i t i v e  o f  any p r e v i o u s  s u rv e y  on th e  same c l a i m, l e a s e h o l d  

l o c a t i o n ,  o r  m in ing  l e a s e .

* Sec.  6. AS 3 8 . 0 5 . 2 5 0 ( c )  i s  amended t o  r e a d :

( c )  Each [LEASES FOR SUBMERGED LAND SHALL BE CONDITIONED UPON 

PAYMENT OF AN ANNUAL RENTAL OF $3 AN ACRE. EXPENDITURES ON OR FOR THE 

BENEFIT OF THE LEASEHOLD MAY BE CREDITED AGAINST THE RENTAL. RENT 

SHALL BE PAID OR A STATEMENT OF ANNUAL LABOR SHALL BE RECORDED WITHIN 

90 DAYS AFTER EACH ANNIVERSARY DATE OF THE LEASE. ALL] submerged l and  

min ing l e a s e  [LEASES] s h a l l  be f o r  a p e r i o d  o f  up t o  20 y e a r s  [ , ]  and 

f o r  so long  as  t h e r e  i s  p r o d u c t i o n  i n  pa y in g  q u a n t i t i e s  f rom t h e
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l e a s e d  a r e a .  [THE COMMISSIONER MAY MAKE REASONABLE ADJUSTMENTS OF THE 

RENTAL RATE AT THE END OF EACH 10-YEAR PERIOD, BASED UPON CHANGED 

CONDITIONS IN PRODUCTION COSTS AND MARKET.]

* Sec.  7.  AS 3 8 .0 5 .2 6 5  i s  amended t o  r e a d :

Sec .  3 8 .0 5 .2 6 5 .  ABANDONMENT. F a i l u r e  t o  [ ( 1 ) ]  p r o p e r l y  r e c o r d  a 

c e r t i f i c a t e  o f  l o c a t i o n  o r  a s t a t e m e n t  o f  a n n u a l  l a b o r ,  [OR ( 2 ) ]  f i l e  

w i t h  t h e  d i r e c t o r  w i t h i n  t h e  t ime  p r e s c r i b e d  a l e a s e  a p p l i c a t i o n ,  [OR 

( 3 ) ]  pay any r e q u i r e d  a n n u a l  r e n t a l , pay any r e q u i r e d  p r o d u c t i o n  

r o y a l t y  [OR RECEIVE CREDIT FOR RENTAL], o r  [ ( 4 ) ]  keep  l o c a t i o n  bound­

a r i e s  c l e a r l y  marked [ ,  ALL] as  r e q u i r e d  by AS 3 8 .0 5 .1 8 5  - 3 8 .0 5 .2 7 5

and by r e g u l a t i o n s  a dop te d  u n d e r  t h e s e  s e c t i o n s  [ , ]  c o n s t i t u t e s  a b a n ­

donment o f  a l l  r i g h t s  a c q u i r e d  u n d e r  t h e  m in ing  c l a i m  [LEASE], l e a s e ­

h o l d  l o c a t i o n ,  l e a s e , o r  s i t e  i n v o l v e d ,  and t h e  c l a i m ,  l o c a t i o n ,  

l e a s e ,  o r  s i t e  [ IT]  i s  s u b j e c t  t o  r e l o c a t i o n  by o t h e r s .  A [ IF  A 

LOCATION IS NOT RELOCATED BY ANOTHER PERSON WITHIN ONE YEAR AFTER THE 

FAILURE, THE] l o c a t o r  o r  c l a i m a n t  o f  an [THE] abandoned l o c a t i o n  [ , ]  

o r  a s u c c e s s o r  i n  i n t e r e s t  [ , ]  may no t  [RETURN TO] r e l o c a t e  t h e  l o ­

c a t i o n  u n t i l  one y e a r  a f t e r  abandonment  [ IT AS THOUGH IT HAD NEVER 

BEEN LOCATED]. A s t a t e m e n t  o f  annua l  l a b o r  t h a t  [WHICH] does  n o t  

a c c u r a t e l y  s e t  ou t  t h e  e s s e n t i a l  f a c t s  i s  v o i d  and o f  no e f f e c t .  I f  

an a n n u a l  r e n t a l  o r  a r o y a l t y  payment i s  d e f i c i e n t  bu t  i s  o t h e r w i s e  

t i m e l y  p a i d ,  abandonment  does no t  r e s u l t  i f  f u l l  payment  i s  made 

w i t h i n

(1 )  t h e  p e r i o d  p r e s c r i b e d  by a d e f i c i e n c y  n o t i c e  f rom t h e  

comm iss ioner ;  o r

(2)  30 days a f t e r  a f i n a l  judgment  e s t a b l i s h i n g  t h e  amount

due i f  t h e  d e f i c i e n c y  amount due was c o n t e s t e d .

* Sec.  8.  AS 27 .05  i s  amended by add ing  a  new s e c t i o n  t o  r e a d :

ARTICLE 4. RECLAMATION.
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Sec .  2 7 . 0 5 . 2 5 0 .  RECLAMATION. ( a )  The com m iss ioner  s h a l l  r e ­

q u i r e  r e c l a m a t i o n  o f  s t a t e  l a n d  from t h e  e f f e c t s  o f  m in in g .

(b )  The com m iss ioner  s h a l l  adop t  r e g u l a t i o n s  u n d e r  t h i s  s e c t i o n  

and u n d e r  AS 38 t o  implement  ( a )  o f  t h i s  s e c t i o n .  The r e g u l a t i o n s  

must  r e q u i r e  a  m ine r  t o  submi t  t o  t h e  com m iss ioner  and r e c e i v e  a p ­

p r o v a l  on a r e c l a m a t i o n  p l a n  b e f o r e  u n d e r t a k i n g  any m in ing  a c t i v i t y ;  

t h e  r e g u l a t i o n s  must  a l s o  e s t a b l i s h  p e n a l t i e s  f o r  noncom pl ia nce  w i t h  

t h e  r e g u l a t i o n s .  On a d e t e r m i n a t i o n  by t h e  com m iss ioner  t h a t  a  m in e r  

has  f a i l e d  t o  f o l l o w  t h e  r e c l a m a t i o n  p l a n ,  t h e  comm iss ioner  s h a l l  

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

any f u r t h e r  m in ing  a c t i v i t y .

( c )  I n  o r d e r  t o  p r o v i d e  f o r  an  e f f e c t i v e  r e c l a m a t i o n  program,  

when a d o p t i n g  r e g u l a t i o n s  u n d e r  t h i s  s e c t i o n  and AS 38,  t h e  commis­

s i o n e r  s h a l l  c o n s u l t  w i t h  t h e  comm iss ioners  o f  e n v i r o n m e n t a l  c o n s e r v a ­

t i o n  and f i s h  and game.

(d )  T h i s  s e c t i o n  does  n o t  app ly  t o  r e c l a m a t i o n  c a r r i e d  o u t  u n d e r  

AS 2 7 .2 1 .

* Sec .  9. AS 4 3 .0 5 .2 3 0  i s  amended by ad d in g  a new s u b s e c t i o n  t o  r e a d :

(h )  The com m iss ioner  s h a l l ,  upon r e q u e s t ,  f u r n i s h  t o  t h e  D e p a r t ­

ment o f  N a t u r a l  R e sou rce s  c o p ie s  of  t a x  r e t u r n s ,  r e p o r t s ,  documents  

f i l e d  u n d e r  AS 4 3 .6 5 .0 1 0  - 4 3 . 6 5 .0 6 0 ,  and t h e  d e p a r t m e n t ' s  d e t e r ­

m i n a t i o n s  and w o r k p a p e r s .  The Depar tment  o f  N a t u r a l  R e s o u rce s  s h a l l  

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

t o  t h e  r e t u r n s ,  r e p o r t s ,  documents ,  d e t e r m i n a t i o n s ,  and workpape rs  

f u r n i s h e d  t o  t h e  Depa r tm ent  o f  N a t u r a l  R e s o u rce s  u n d e r  t h i s  s u b s e c ­

t i o n .

* Sec.  10. AS 3 8 . 0 5 . 2 0 5 ( b )  ar.d 3 8 . 0 5 .2 1 0 ( d )  a r e  r e p e a l e d .

* Sec.  11. TRANSITION. ( a )  S e c t i o n s  1 - 7 , 9 ,  and 10 o f  t h i s  Act  and 

t h i s  s e c t i o n  a p p ly  t o  m in ing  c l a i m s ,  l e a s e h o l d  l o c a t i o n s ,  and m in ing  l e a s e s
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1 l o c a t e d  b e f o r e ,  on,  o r  a f t e r  August  31,  1989.

2 (b)  The f i r s t  a n n u a l  r e n t a l  payment  due u n d e r  AS 3 8 .0 5 .2 1 1  a s  e n a c t e d

3 i n  s e c .  4 o f  t h i s  Act i s  f o r  t h e  a n n u a l  l a b o r  y e a r  b e g i n n i n g  Sep tember  1,

4 1989.

5 ( c )  The f i r s t  p r o d u c t i o n  r o y a l t y  payment  due u n d e r  AS 3 8 .0 5 .2 1 2  as

6 e n a c t e d  by s e c .  4 o f  t h i s  Act i s  f o r  p r o d u c t i o n  a f t e r  December 31,  1989.

7 (d)  The comm iss ioner  o f  n a t u r a l  r e s o u r c e s  s h a l l  adop t  r e g u l a t i o n s  t o

8 implement  t h e  changes made by s e c s .  1 - 7 ,  9,  and 10 o f  t h i s  Act  and t h i s

9 s e c t i o n .  The r e g u l a t i o n s  t a k e  e f f e c t  u n d e r  t h e  A d m i n i s t r a t i v e  P r o c e d u r e

10 Act (AS 4 4 .6 2 )  bu t  n o t  b e f o r e  August  31, 1989.  The r e g u l a t i o n s  may d e f e r

11 t h e  d a t e  f o r  t h e  f i r s t  a nnua l  r e n t a l  payment  due u n d e r  AS 3 8 .0 5 .2 1 1  as

12 e n a c t e d  i n  s e c .  4 o f  t h i s  Act .

13 * Sec .  12. The commiss ioner  o f  n a t u r a l  r e s o u r c e s  s h a l l  adop t  t h e  r e g u -

14 l a t i o n s  r e q u i r e d  by AS 2 7 . 0 5 . 2 5 0 ,  added by s e c .  8 o f  t h i s  A c t ,  by J u l y  1,

15 1991.

16 * Sec.  13. S e c t i o n  11(d)  o f  t h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  u n d e r

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

18 * Sec.  14. Except  f o r  s e c s .  8 ,  1 1 ( d ) ,  and 12, t h i s  Act  t a k e s  e f f e c t

19 August 31, 1989.

20 * Sec.  15. S e c t i o n s  8 and 12 o f  t h i s  Act  t a k e  e f f e c t  June  1,  1990.
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S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R

J u n e a u

J a n u a r y  1 9 ,  1 9 8 9

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V 
J u n e a u ,  AK 9 9 8 1 1

D e a r  S e n a t o r  K e l l y :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a  b i l l  m a k i n g  c e r t a i n  
c h a n g e s  i n  t h e  l a w s  r e g a r d i n g  s t a t e  m i n i n g  c l a i m s ,  l e a s e h o l d  
l o c a t i o n s ,  a n d  m i n i n g  l e a s e s .  T h e  m a i n  p u r p o s e  o f  t h e  b i l l  
i s  t o  r e s o l v e  t h e  l o n g - s t a n d i n g  " 6 ( i ) n i s s u e ,  w h i c h  h a s  c a s t  
a  l e g a l  c l o u d  o v e r  t h e  s t a t e ' s  m i n i n g  l a w s  s i n c e  s t a t e h o o d .  
T h e  b i l ... a c h i e v e s  t h a t  p u r p o s e  b y  i m p o s i n g  r e n t  a n d  r o y a l t y  
r e q u i r e m e n t s  o n  s t a t e  m i n i n g  c l a i m s ,  l e a s e h o l d  l o c a t i o n s ,  
a n d  m i n i n g  l e a s e s .  T h o s e  i n  t h e  m i n e r a l  i n d u s t r y  w i l l  
b e n e f i t  f r o m  t h e  a d d e d  l e g a l  s e c u r i t y  o f  t h e i r  m i n i n g  
i n t e r e s t s ,  w h i l e  a l l  t h e  p e o p l e  o f  t h e  s t a t e  w i l l  b e n e f i t  
f r o m  t h e  r e n t  a n d  r o y a l t y  i n c o m e  t o  t h e  s t a t e .

U n d e r  e x i s t i n g  s t a t e  l a w ,  r i g h t s  t o  " l o c a t a b l e "  m i n e r a l s  
( t h o s e  m i n e r a l s  s u b j e c t  t o  l o c a t i o n  u n d e r  t h e  f e d e r a l  m i n i n g  
l a w  a t  t h e  t i m e  o f  s t a t e h o o d ,  i n c l u d i n g  s u c h  m i n e r a l s  a s  
g o l d ,  s i l v e r ,  a n d  z i n c )  m a y  b e  a c q u i r e d ,  e x c e p t  i n  o f f s h o r e  
a r e a s ,  b y  s t a k i n g  a  m i n i n g  c l a i m  u n d e r  AS 3 8 . 0 5 . 1 9 5 ,  o r  b y  
s t a k i n g  a  l e a s e h o l d  l o c a t i o n  a n d  c o n v e r t i n g  i t  t o  a  m i n i n g  
l e a s e  u n d e r  AS 3 8 . 0 5 . 2 0 5 .  P r e s e n t  s t a t e  l a w  i m p o s e s  n o  r e n t  
o r  r o y a l t y  u p o n  a  r a i n i n g  c l a i m  u n d e r  AS 3 8 . 0 5 . 1 9 5  o r  l e a s e ­
h o l d  l o c a t i o n  u n d e r  AS 3 8 . 0 5 . 2 0 5 ,  a n d  a l l o w s  t h e  r e n t a l  r e ­
q u i r e m e n t  f o r  a  m i n i n g  l e a s e  t o  b e  d i s c h a r g e d  t h r o u g h  t h e  
p e r f o r m a n c e  o f  a n n u a l  l a b o r .  AS 3 8 . 0 5 . 2 0 5 ( b ) .

I n  T r u s t e e s  f o r  A l a s k a  v .  S t a t e  o f  A l a s k a , 7 3 6  P . 2 d  3 2 4
( A l a s k a  1 9 8 7 )  , c e r t , d e n i e d  U . S .  ___, 1 0 8  S . C t .  2 0 1 3 ,  1 0 0

L . E d . 2 d  6 0 1  ( 1 9 8 8 )  , t h e  A l a s k a  S u p r e m e  C o u r t  f o u n d  t h a t  t h e  
s t a t e ' s  m i n i n g  l a w  f a i l s  t o  c o m p l y  w i t h  t h e  m i n i m u m  r e q u i r e ­
m e n t s  i n  s e c .  6 ( i )  o f  t h e  A l a s k a  S t a t e h o o d  A c t .  I n  p a r t i c u ­
l a r ,  t h e  c o u r t  f o u n d  t h a t  c a s h  r e n t s  o r  r o y a l t i e s  a r e  
r e q u i r e d  f o r  m i n i n g  r i g h t s  i n  m i n e r a l  l a n d  g r a n t e d  u n d e r  
s e c .  6 o f  t h e  S t a t e h o o d  A c t *



T h i s  b i l l  c o n c l u s i v e l y  r e s o l v e s  t h e  " 6 ( i ) "  i s s u e  w i t h i n  t h e  
c o n t e x t  o f  e x i s t i n g  l a w .  T h e  b i l l  w i l l  m i n i m i z e  a d m i n i s t r a ­
t i v e  b u r d e n s  f o r  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  a n d  
w i l l  g e n e r a t e  s i g n i f i c a n t l y  m o r e  i n  g e n e r r a l  f u n d  r e v e n u e  
t h a n  i t  w i l l  c o s t  t o  a d m i n i s t e r .  P a s s a g e  t h i s  s e s s i o n  w i l l  
r e m o v e  t h e  t h r e a t  o f  a n  i n j u n c t i o n  a g a i n s t  m i n i n g  d u r i n g  
t h i s  u p c o m i n g  s e a s o n .  T h e  b a l a n c e  o f  t h i s  l e t t e r  d i s c u s s e s  
t h e  p a r t i c u l a r  c h a n g e s  p r o p  ' s e d .

T h e  b i l l  a m e n d s  AS 3 8 . 0 5 . 2 1 0  t o  m a k e  t h e  a n n u a l  l a b o r  r e ­
q u i r e m e n t  a p p l i c a b l e  t o  a l l  m i n i n g  c l a i m s ,  l e a s e h o l d  l o ­
c a t i o n s ,  a n d  m i n i n g  l e a s e s ,  w h i l e  r e d u c i n g  t h e  a m o u n t  f r o m  
$ 2 0 0  t o  $ 1 0 0 .  C a s h  p a y m e n t  i n  p l a c e  o f  t h e  a n n u a l  l a b o r  
w i l l  a l s o  b e  a l l o w e d .  I n  a d d i t i o n ,  t h e  c u r r e n t  d o l l a r  l i m i t  
o n  t h e  a p p l i c a t i o n  o f  e x c e s s  w o r k  t o  f u t u r e  y e a r s  i s  b e i n g  
c o n v e r t e d  t o  a  d u r a t i o n a l  l i m i t  o f  f o u r  y e a r s ,  a n d  a n  
u n n e c e s s a r y  r e f e r e n c e  t o  AS 3 8 . 0 5 . 2 4 0  a n d  3 8 . 0 5 . 2 4 2  i s  a l s o  
d e l e t e d *  S e c t i o n  2 o f  t h e  b i l l .

S e c t i o n  3 o f  t h e  b i l l  a d d s  t w o  n e w  s e c t i o n s .  P r o p o s e d  
AS 3 8 . 0 5 . 2 1 1  p r o v i d e s  f o r  a  m i n i m u m  a n n u a l  r e n t a l  o n  e a c h  
m i n i n g  c l a i m ,  l e a s e h o l d  l o c a t i o n ,  a n d  m i n i n g  l e a s e .  T h e  
m i n i m u m  a n n u a l  r e n t a l  w i l l  b e  o n  a  s l i d i n g  s c a l e  r a n g i n g  
f r o m  a  m i n i m u m  o f  $ . 5 0  p e r  a c r e  f o r  a  m i n i n g  i n t e r e s t  u p  t o  
f i v e  y e a r s  o l d ,  t o  a  m i n i m u m  o f  $5  p e r  a c r e  f o r  m i n i n g  
i n t e r e s t s  h e l d  f o r  m o r e  t h a n  2 0  y e a r s .

P r o p o s e d  AS 3 8 . 0 5 . 2 1 2  p r o v i d e s  f o r  a  m i n i m u m  p r o d u c t i o n  
r o y a l t y  o n  a l l  m i n e r a l s  p r o d u c e d  f r o m  l a n d  s u b j e c t  t o  a  
c l a i m ,  l e a s e h o l d  l o c a t i o n ,  o r  m i n i n g  l e a s e .  T h e  p r o d u c t i o n  
r o y a l t y  w i l l  b e  d e t e r m i n e d  o n  a  s l i d i n g  s c a l e  m e a s u r e d  o n  
g r o s s  i n c o m e .  A t  e a c h  l e v e l  o f  g r o s s  i n c o m e ,  t h e  h i g h e r  o f  
a  m i n i m u m  r o y a l t y  o r  a  s p e c i f i e d  p e r c e n t a g e  o f  n e t  i n c o m e  
w i l l  b e  p a y a b l e .  T h e  d e t a i l s  f o r  c o m p u t i n g  g r o s s  a n d  n e t  
i n c o m e  w i l l  b e  e s t a b l i s h e d  b y  r e g u l a t i o n s .

S e c t i o n  5 o f  t h e  b i l l  a m e n d s  AS 3 8 . 0 5 . 2 6 5  t o  p r o v i d e  t h a t  a  
m i n i n g  i n t e r e s t  i s  c o n s i d e r e d  a b a n d o n e d  i f  n o  a n n u a l  r e n t a l  
o r  p r o d u c t i o n  r o y a l t y  i s  p a i d  b y  t h e  d e a d l i n e ,  w h i c h  w i l l  b e  
s e t  b y  r e g u l a t i o n .

S e c t i o n  6 o f  t h e  b i l l  a m e n d s  AS 4 3 . 0 5 . 2 3 0  t o  r e q u i r e  t h e  
c o m m i s s i o n e r  o f  r e v e n u e  t o  p r o v i d e  t a x  r e t u r n s ,  r e p o r t s ,  a n d  
d o c u m e n t s  r e l a t i n g  t o  t h e  m i n i n g  l i c e n s e  t a x  t o  t h e  D e p a r t ­
m e n t  o f  N a t u r a l  R e s o u r c e s ,  o n  t h e  c o n d i t i o n  t h a t  c o n f i ­
d e n t i a l  i n f o r m a t i o n  b e  p r o t e c t e d .

T h e  b i l l  i n c l u d e s  a  t r a n s i t i o n  s e c t i o n  t h a t  p r o v i d e s  f o r  
c o m m e n c e m e n t  d a t e s  f o r  t h e  a n n u a l  r e n t a l  a n d  r o y a l t y  r e q u i r e ­
m e n t s .  T h e s e  d a t e s  w i l l  a l l o w  s u f f i c i e n t  t i m e  f o r  t h e  
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  t o  a d o p t  r e g u l a t i o n s  i m p l e x  
m e n t i n g  t h e  b i l l .



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

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

P a s s a g e  o f  t h i s  b i l l  w i l l  e n d  a  l o n g  a n d  t r o u b l e d  p e r i o d  o f  
u n c e r t a i n t y  u n d e r  t h e  s t a t e  m i n i n g  l a w s .  I t  w i l l  g i v e  h o l d ­
e r s  o f  ' i n t e r e s t s  i n  r a i n i n g  c l a i m s  g r e a t e r  l e g a l  s e c u r i t y ,  
a n d  t h e  p e o p l e  o f  t h e  S t a t e  o f  A l a s k a  a  f a i r  r e t u r n  o n  t h e  
p u b l i c ' s  m i n e r a l  r e s o u r c e s .  I  > t f g ^  y o u r  e § j ? i y  a n d  f a v o r a b l e  
c o n s i d e r a t i o n  o f  t h i s  b i l l .



1 .  R e n t s  a n d  r o y a l t i e s  w i l l  b e  p a i d  o n  a l l  s t a t e  l a n d s  w h e r e  
m i n i n g  a c t i v i t y  i s  t a k i n g  p l a c e .

2 .  R e n t s  a n d  r o y a l t i e s  w i l l  b e  p a i d  o n  a l l  o f f s h o r e  m i n i n g  
l e a s e s .

3 .  T h e  r e n t a l  w i l l  b e  s i m i l a r  t o  t h e  G o v e r n o r ' s  p r o p o s a l  i n  HB 
9 9  e x c e p t  i t  w i l l  b e  c a p p e d  a t  $ 2 . 5 0  r a t h e r  t h a n  $ 5 . 0 0  a n d  t h e  
r e n t a l  w i l l  b e  s e t  i n  s t a t u t e  r a t h e r  t h a n  r e g u l a t i o n .

0 -  5 y e a r s
6 - 1 0  y e a r s  

1 1  o r  m o r e

T h e  r e n t a l  w o u l d  b e  i n c r e a s e d  e v e r y  1 0  y e a r s  b a s e d  o n  t h e  
A n c h o r a g e  C o n s u m e r  P r i c e  I n d e x .

6 ( 1 )

COMMITTKK ON RESO URCES

COMPROMISE

$ . 5 0  /  a c r e
$ 1 . 0 0  /  a c r e  
$ 2 . 5 0  /  a c r e

4 .  R o y a l t y  -  3% o n  t h e  n e t  i n c o m e

5 .  R e c l a m a t i o n

S e c t i o n  7 .  AS 2 7 . 0 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  
r e a d :

2 7 . 0 5 . 2 5 0  RECLAMATION. ( a )  T h e  c o m m i s s i o n e r  s h a l l  r e q u i r e  
r e c l a m a t i o n  o f  s t a t e  l a n d  f r o m  t h e  e f f e c t s  o f  m i n i n g .

( b )  T h e  c o m m i s s i o n e r  s h a l l  a d o p t  r e g u l a t i o n s  u n d e r  t h i s  
s e c t i o n  a n d  u n d e r  AS 38  t o  i m p l e m e n t  ( a )  o f  t h i s  s e c t i o n .  T h e  
r e g u l a t i o n s  m u s t  r e q u i r e  a  m i n e r  t o  s u b m i t  t o  t h e  c o m m i s s i o n e r  
a n d  r e c e i v e  a p p r o v a l  o n  a  r e c l a m a t i o n  p l a n  b e f o r e  u n d e r t a k i n g  
a n y  m i n i n g  a c t i v i t y .  T h e  r e g u l a t i o n s  m u s t  a l s o  e s t a b l i s h  
p e n a l t i e s  f o r  n o n c o m p l i a n c e  w i t h  t h e  r e g u l a t i o n s .  On a  
d e t e r m i n a t i o n  b y  t h e  C o m m i s s i o n e r  t h a t  a  m i n e r  h a s  f a i l e d  t o  
f o l l o w  t h e  r e c l a m a t i o n  p l a n ,  t h e  c o m m i s s i o n e r  s h a l l  r e q u i r e  
p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  b e f o r e  t h e  m i n e r  u n d e r t a k e s  
a n y  f u r t h e r  m i n i n g  a c t i v i t y .

( c )  I n  o r d e r  t o  p r o v i d e  t o  p r o v i d e  f o r  a n  e f f e c t i v e  
r e c l a m a t i o n  p r o g r a m ,  w h e n  a d o p t i n g  r e g u l a t i o n s  u n d e r  t h i s  
s e c t i o n  a n d  AS 3 8 ,  t h e  c o m m i s s i o n e r  s h a l l  c o n s u l t  w i t h  t h e  
c o m m i s s i o n e r s  o f  e n v i r o n m e n t a l  c o n s e r v a t i o n  a n d  f i s h  a n d  g a m e .

( d )  T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o  r e c l a m a t i o n  c a r r i e d  
o u t  u n d e r  AS 2 7 . 2 1 .



S e c .  1 1 .  T h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  s h a l l  a d o p t  t h e  
r e g u l a t i o n s  r e q u i r e d  b y  AS 2 7 . Of  2 5 0 ,  a d d e d  b y  S e c .  7 o f  t h i s  
A c t ,  b y  J u l y  1 ,  1 9 9 1 .

%

S e c .  1 4 .  S e c t i o n  7 a n d  1 1  o f  t h i s  A c t  t a k e  e f f e c t  J u n e  1 ,
1 9 9 0 .



ANALYSIS OF CSSB 129 (Finance)
A s s u m p t i o n s : ' A s  a  r e s u l t  o f  t h e  M ay ,  1 9 8 7 ,  A l a s k a  S u p r e m e  C o u r t  
o p i n i o n ,  t h e  S t a t e ' s  m i n i n g  l a w s  w i l l  n e e d  t o  b e  a m e n d e d  t o  r e q u i r e  
t h e  p a y m e n t  o f  a  c a s h  r e n t  a n d  p r o d u c t i o n  r o y a l t y .  T h e r e  a r e  
c u r r e n t l y  o v e r  4 0 , 0 0 0  s t a t e  m i n i n g  c l a i m s  a n d  2 0 0  m i n i n g  o p e r a t i o n s  
o n  s t a t e  l a n d .  E a c h  c l a i m  w i l l  b e  a s s e s s e d  a  r e n t  o f  $ 2 0 .
P r o d u c i n g  c l a i m s  a n d  l e a s e s  w i l l  b e  a s s e s s e d  a  r o y a l t y  o f  t h r e e  
p e r c e n t  n e t  p r o f i t s .  DNR e s t i m a t e s  r e v e n u e  d e r i v e d  f r o m  r e n t s  a n d  
r o y a l t y  w i l l  b e  $ 7 5 0 , 0 0 0  i n  FY 90 a n d  i n c r e a s e  t o  $ 8 0 0 , 0 0 0  b y  
FY 9 4 .  R e n t a l  p a y m e n t s  s h o u l d  b e  $ 7 0 0 , 0 0 0  a n d  t h e  r o y a l t y  p a y m e n t s  
a r e  e s t i m a t e d  t o  b e  $ 5 0 , 0 0 0  a n n u a l l y .

P r o g r a m  S u m m a r y : T h i s  f u n d i n g  i s  n e c e s s a r y  t o  c o m p l e t e  t h e
a d d i t i o n a l  w o r k  l o a d  o f  a d m i n i s t e r i n g ,  c o l l e c t i n g ,  a n d  a u d i t i n g  r e n t  
a n d  r o y a l t y  p a y m e n t s ,  w h i l e  m a i n t a i n i n g  b o t h  t h e  c u r r e n t  m i n i n g  
r e c o r d s  s y s t e m  a n d  t h e  s t a t e ' s  r e v e n u e  a n d  b i l l i n g  s y s t e m .

P o s i t i o n s : A n e w  " A c c o u n t i n g  T e c h n i c i a n  I "  p o s i t i o n  i s  n e e d e d
i n  t h e  M a n a g e m e n t  a n d  A d m i n i s t r a t i o n  BRU. T h i s  p o s i t i o n  w i l l  
m a i n t a i n  a c c o u n t s  i n  t h e  L A S ' s  R e v e n u e  a n d  B i l l i n g  S y s t e m ,  
a u d i t  b i l l i n g  r e g i s t e r s ,  a n d  p r e p a r e  w o r k s h e e t s  a n d  r e p o r t s  a s  
n e c e s s a r y  t o  a s s u r e  p r o p e r  a c c o u n t i n g  a n d  c o d i n g  o f  t h e s e  
f u n d s .

O t h e r  E x p e n d i t u r e s : A o n e - t i m e  c a p i t a l  a p p r o p r i a t i o n  o f
$ 2 4 0 , 0 0 0  i s  n e c e s s a r y  t o  p u r c h a s e  a  new  c o m p u t e r  s y s t e m  i n  t h e  
" M i n i n g  M a n a g e m e n t "  BRU. T h i s  new  s y s t e m  w i l l  a l l o w  t h e  
D i v i s i o n  o f  M i n i n g  t o  h a n d l e  t h e  a d d i t i o n a l  w o r k l o a d  o f  r e n t  
a n d  r o y a l t y  p a y m e n t  t r a c k i n g  a n d  l e a s e  s t a t u s  v e r i f i c a t i o n  
w i t h o u t  a d d i t i o n a l  s t a f f .  O v e r  3 5 , 0 0 0  i n d i v i d u a l  m i n i n g  c l a i m s  
a n d  1 0 0  m i n i n g  l e a s e s  w i l l  h a v e  t o  b e  a d m i n i s t e r e d  u n d e r  t h i s  
n e w  s y s t e m .

R e v e n u e s  g e n e r a t e d  u n d e r  t h i s  p r o p o s a l  w i l l  e x c e e d  e x p e n d i t u r e s  i n  
e v e r y  y e a r .  B e g i n n i n g  i n  FY 9 0 ,  n e w  a n n u a l  r e v e n u e s  o f  $ 7 5 0 , 0 0 0  a r e  
p r o j e c t e d .  E x p e n d i t u r e s  f o r  t h e  f i r s t  y e a r  (FY 9 0 )  w i l l  b e  
$ 2 8 1 , 9 0 0 ,  w h i c h  i n c l u d e s  t h e  o n e  t i m e  c a p i t a l  e x p e n s e s .  A f t e r  
FY 9 0 ,  t h e  c o n t i n u e d  a n n u a l  o p e r a t i n g  c o s t  o f  t h i s  n e w  w o r k  l o a d  
w i l l  b e  a p p r o x i m a t e l y  $ 4 0 , 0 0 0 ,  w h i l e  r e v e n u e  w i l l  c o n t i n u e  t o  b e  
$ 7 5 0 , 0 0 0 .
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Justification

T h e  p o s i t i o n  w i l l  r e c e i v e  b a l a n c e  a n d  c o d e  
f u n d s  o v e r  t h e  c o u n t e r  a n d  b y  m a i l  f o r  
p a y m e n t s  r e c e i v e d  f o r  t h e  D i v i s i o n  o f  
M i n i n g  l e a s e s  a n d  c l a i m s .  T h e  p o s i t i o n  
w i l l  d e t e r m i n e  t h e  p r o p e r  c u s t o m e r  a c c o u n t  
t h e  D e p a r t m e n t  h a n d l e s  a p p r o x i m a t e l y  4 0 , 0 0 (  

m i n i n g  l e a s e s  b e l o n g i n g  t o  2 5 0 0 . t o  3 0 0 0  
i n d i v i d u a l  c u s t o m e r s .  T h e  p r o p e r  c o d i n g  
w i l l  b e  i m p a c t e d  b y  n u m b e r  of p r o p e r t i e s

‘o w n e d  b y !  p a y e e .  T h e  p o s i t i o n  w i l l  d o  a c c t  

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