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A N A L Y S I S  O F  C S S B  1 2 9  ( F i n a n c e )

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 a y ,  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  $20.

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 .  D N R  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  F Y  90 a n d  i n c r e a s e  t o  $ 8 0 0 , 0 0 0  b y  

F Y  94. 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  B R U .  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  n e w  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 "  B R U .  T h i s  n e w  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  F Y  90, 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 90) 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  

F Y  90, 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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Poiilion Title
A c c o u n t i n g  T e c h n i c i a n  In q

Suft Momiu 
1 2

Time Suau

p f t  •:

Rcneflt*
Premium Pay

Contractual

Commoditiec

Equipment

Amount

1 , 5 0 0

4 , 0 0 0

TotiJ Cost 4 1 , 9 0 0  ■

Funding Source for Total Cost

Federal Receirxs 1002

0. F. Much________1003
Generil Fund 4 1 . qnn
l-A Receipu 1006

CIP Receipts________ 1061

Other

R e q u e s t  F o r  
N e w  Position

Agency 
. DRU 

Component

Locition Election District

A n c h o r a g e  _______________

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  by n u m b e r  o f  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 .  ' .



w h i c h  t h e  l a b o r  o r  i m p r o v e m e n t s  a r e  t o  b e  

- 1 -  C S S B  1 2 9 ( F i n )

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

I N  T H E  S E N A T E B Y  T H E  F I N A N C E  C O M M I T T E E  

C S  F O R  S E N A T E  B I L L  N O .  1 2 9  ( F i n a n c e )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  m i n i n g ;  a n d  p r o v i d i n g  f o r  a n

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

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

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

( c )  A  m i n i n g  l e a s e  s h a l l  b e  f o r  a n y  p e r i o d  u p  t o  5 5  y e a r s ,  a n d  

i s  r e n e w a b l e  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  r e m a i n  s a t i s f i e d .  A n n u a l

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

A S  3 8 . 0 5 . 2 1  1 a n d  3 8 . 0 5 . 2 1 2  [ T H E  L E S S E E  H A S  A  R I G H T  T O  A  N E W  L E A S E  A T  

T H E  E N D  O F  E A C H  L E A S E  P E R I O D .  T H E  C O M M I S S I O N E R  M A Y  M A K E  R E A S O N A B L E  

A D J U S T M E N T S  O F  T H E  R E N T A L  R A T E  A T  T H E  E N D  O F  E A C H  2 0  Y E A R  P E R I O D ,  

B A S E D  U P O N  C H A N G E D  C O N D I T I O N S  I N  P R O D U C T I O N  C O S T S  A N D  M A R K E T S ] .  A  

v a l i d  m i n i n g  c l a i m  l o c a t e d  a n d  h e l d  u n d e r  A S  3 8 . 0 5 . 1 9 5  m a y  b e  c o n ­

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

i s s u a n c e  b y  t h e  c o m m i s s i o n e r .  R i g h t s  [ N O  R I G H T S ]  g r a n t e d  b y  a  m i n i n g  

l e a s e  m ? y  n o t  b e  e x e r c i s e d  u n t i l  t h e  l e a s e  h a s  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  w h e r e  t h e  l a n d  i s  l o c a t e d .

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

( a )  L a b o r  s h a l l  b e  p e r f o r m e d  o r  i m p r o v e m e n t s  m a d e  a n n u a l l y  o n  o r  

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

e x p e n d i t u r e  m a y  b e  m a d e  o n  a n y  o n 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 i n i n g  l e a s e . T h e  c o m m i s s i o n e r  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  c o m -



p e r f o r m e d .  L a b o r  s h a l l  b e  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  $ 1 0 0  [ $ 2 0 0 ]  

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 ,  a n d  $ 1 0 0  f o r  e a c h  p a r t i a l  o r  w h o l e  4 0  

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

[ W O R K  U P  T O  A ]  v a l u e  [ O F  $ 8 0 0 ]  m a y  b e  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  b e  d o n e  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  a s  m a n y  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 i n i n g  l e a s e  m a y  m a k e  a  c a s h  p a y m e n t  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  b y  t h i s  s u b s e c t i o n .

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

( b )  D u r i n g  t h e  y e a r  i n  w h i c 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  

i s  r e q u i r e d  o r  w i t h i n  9 0  d a y s  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  o w n e r  

o f  t h e  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 ,  o r  m i n i n g  l e a s e ,  o r  s o m e  

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

t i o n ,  a s  m a y  b e  r e q u i r e d  b y  t h e  c o m m i s s i o n e r ,  c o n c e r n i n g  t h e  a n n u a 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 N D ]  a n y  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 , a n d  a n y  p a y m e n t  o f  c a s h  i n s t e a d  o f  

a n n u a l  l a b o r . T h e  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 i m a  f a c i e  e v i ­

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

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

A S  3 8 . 0 5 . 2 1 5  - 3 8 . 0 5 . 2 3 5 .

*  S e c .  4 .  A S  3 8 . 0 5  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

S e c .  3 8 . 0 5 . 2 1 1 .  A N N U A L  R E N T A L .  ( a )  T h e  h o l d e r  o f  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 ,  i n c l u d i n g  a  m i n i n g  l e a s e  

u n d e r  A S  3 8 . 0 5 . 2 5 0 ,  s h a l l  p a y ,  i n  a d v a n c e ,  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 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



m b H

l e a s e ,  i n c l u d i n g  a  m i n i n g  l e a s e  u n d e r  A S  3 8 . 0 5 . 2 5 0 .  T h e  a n n u a l  r e n t a l  

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

N u m b e r  o f  Y e a r s  S i n c e  R e n t a l  A m o u n t  P e r

F i r s t  L o c a t e d A c r e  f o r  M i n i n g  

L e a s e s

0 - 5  

6 - 1 0  

11 - o r  m o r e

R e n t a l  A m o u n t  

f o r  E a c h  M i n i n g  

C l a i m  o r  L e a s e h o l d  

L o c a t i o n  

$ 2 0  

4 0  

1 0 0

$ . 5 0  

$ 1 . 0 0  

$ 2 . 5 0

( 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 i n i n g  l e a s e  l o c a t e d  o n  o r  

b e f o r e  A u g u s t  3 1  , 1 9 8 9  i s  c o n s i d e r e d  t o  h a v e  b e e n  f i r s t  l o c a t e d  o n  

A u g u s t  3 1 ,  1 9 8 9  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  a m o u n t  o f  r e n t a l  u n d e r  

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

( c )  T h e  r e n t a l  f o r  e a c h  y e a r  s h a l l  b e  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  A S  3 8 . 0 5 . 2 1 2  a s  i t  a c c r u e s  f o r  t h a t  y e a r .

( d )  T h e  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  b e  r e v i s e d  

e a c h  1 0  y e a r s  b y  t h e  c o m m i s s i o n e r  b a s e d  o n  t h e  c o n s u m e r  p r i c e  i n d e x  

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

S e c .  3 8 . 0 5 . 2 1 2 .  P R O D U C T I O N  R O Y A L T Y .  ( a )  I n  e x c h a n g e  f o r  a n d  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  a n d  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 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 ,  o r  m i n i n g  l e a s e ,  i n c l u d ­

i n g  a  m i n i n g  l e a s e  u n d e r  A S  3 8 . 0 5 . 2 5 0 ,  s h a l l  p a y  a  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  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 i n i n g  l e a s e  d u r i n g  e a c h  c a l e n d a r  y e a r .

( b )  T h e  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  i n c o m e  a s  

d e t e r m i n e d  u n d e r  A S  4 3 . 6 5 .

( c )  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  t o  i m p l e m e n t  t h i s

C S S B  1 2 9 ( F i n )
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S e c .  3 8 . 0 5 . 2 4 0 .  L A B O R  D E F I N E D  F O R  A S  3 8 . 0 5 . 2 1 0  - 3 8 . 0 5 . 2 3 5 .  I n  

A S  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 i c a l ,  

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

3 1; v e r i f i e d  b y  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  w h i c h  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 i n i n g  l e a s e  i s  ' l o c a t e d  

•0 ; w h i c h  s e t s  o u t  f u l l y  ( 1 )  t h e  l o c a t i o n  o f  t h e  w o r k  p e r f o r m e d  i n  r e -

■ 1 : 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  a n d  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 -

2 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 , ( 2 )  t h e  n a t u r e ,  e x t e n t ,  a n d  c o s t  o f

i t ,  a n d  ( 3 )  t h e  n a m e ,  a d d r e s s ,  a n d  p r o f e s s i o n a l  b a c k g r o u n d  o f  t h e

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

•3 a  p e r s o n  c o m p e t e n t  t o  p e r f o r m  t h i s  w o r k .  T h e  a i r b o r n e  s u r v e y s ,  h o w -

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

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

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

21 l o c a t i o n ,  o r  m i n i n g  l e a s e .

22 *  S e c .  6 .  A S  3 8 . 0 5 . 2 5 0 ( c )  i s  a m e n d e d  t o  r e a d :

•23 ( c )  E a c h  [ L E A S E S  F O R  S U B M E R G E D  L A N D  S H A L L  B E  C O N D I T I O N E D  U P O N

P A Y M E N T  O F  A N  A N N U A L  R E N T A L  O F  $ 3  A N  A C R E .  E X P E N D I T U R E S  O N  O R  F O R  T H E  

25: B E N E F I T  O F  T H E  L E A S E H O L D  M A Y  B E  C R E D I T E D  A G A I N S T  T H E  R E N T A L .  R E N T

S H A L L  B E  P A I D  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  S H A L L  B E  R E C O R D E D  W I T H I N  

9 0  D A Y S  A F T E R  E A C H  A N N I V E R S A R Y  D A T E  O F  T H E  L E A S E .  A L L ]  s u b m e r g e d  l a n d

m i n i n g  l e a s e  [ L E A S E S ]  s h a l l  b e  f o r  a  p e r i o d  o f  u p  t o  2 0  y e a r s  [ , ]  a n d

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

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

3 : 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 .
’i

a; *  S e c .  5 .  A S  3 8 . 0 5 . 2 4 0  i s  a m e n d e d  t o  r e a d :



*  S e c .  8 .  A S  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 :

A R T I C L E  4 .  R E C L A M A T I O N .

C S S B  1 2 9 ( F i n )

l e a s e d  a r e a .  [ T H E  C O M M I S S I O N E R  M A Y  M A K E  R E A S O N A B L E  A D J U S T M E N T S  O F  T H E  j
j

R E N T A L  R A T E  A T  T H E  E N D  O F  E A C H  1 0 - Y E A R  P E R I O D ,  B A S E D  U P O N  C H A N G E D
i

C O N D I T I O N S  I N  P R O D U C T I O N  C O S T S  A N D  M A R K E T . ]
j

*  S e c .  7 .  A S  3 8 . 0 5 . 2 6 5  i s  a m e n d e d  t o  r e a d :

i
S e c .  3 8 . 0 5 . 2 6 5 .  A B A N D O N M E N T .  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  j

I
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 ,  [ O R  ( 2 ) ]  f i l e  j

;
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 i m e  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 ,  [ O R i
( 3 ) ]  p a y  a n y  r e q u i r e d  a n n u a l  r e n t a l , p a y  a n y  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  [ O R  R E C E I V E  C R E D I T  F O R  R E N T A L ] ,  o r  [ ( 4 ) ]  k e e p  l o c a t i o n  b o u n d ­

a r i e s  c l e a r l y  m a r k e d  [, A L L ]  a s  r e q u i r e d  b y  A S  3 8 . 0 5 . 1 8 5  - 3 8 . 0 5 . 2 7 5  

a n d  b y  r e g u l a t i o n s  a d o p t e 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 ­

d o n m e n t  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 i n i n g  c l a i m  [ L E A S E ] , 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 ,  a n d  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  [ I T ]  i s  s u b j e c t  t o  r e l o c a t i o n  b y  o t h e r s .  A  [ I F  A

L O C A T I O N  I S  N O T  R E L O C A T E D  B Y  A N O T H E R  P E R S O N  W I T H I N  O N E  Y E A R  A F T E R  T H E  •
»

F A I L U R E ,  T H E ]  l o c a t o r  o r  c l a i m a n t  o f  a n  [ T H E ]  a b a n d o n e d  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  [ , ]  m a y  n o t  [ R E T U R N  T O ]  r e l o c a t e  t h e  l o -  ! 

c a t i o n  u n t i l  o n e  y e a r  a f t e r  a b a n d o n m e n t  [ I T  A S  T H O U G H  I T  H A D  N E V E R  j 

B E E N  L O C A T E D ] . A  s t a t e m e n t  o f  a n n u a l  l a b o r  t h a t  [ W H I C H ]  d o e s  n o t  ; §

a c c u r a t e l y  s e t  o u t  t h e  e s s e n t i a l  f a c t s  i s  v o i d  a n d  o f  n o  e f f e c t .  I f

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

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

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  b y  a  d e f i c i e n c y  n o t i c e  f r o m  t h e

( 2 )  3 0  d a y s  a f t e r  a  f i n a l  j u d g m e n t  e s t a b l i s h i n g  t h e  a m o u n t

c o m m i s s i o n e r ;  o r

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



S e c .  2 7 . 0 5 . 2 5 0 .  R E C L A M A T I O N .  ( 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  A S  3 8  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 .  O n  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  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  A S  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  

A S  2 7 . 2 1 .

*  S e c .  9 .  A S  4 3 . 0 5 . 2 3 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( h )  T h e  c o m m i s s i o n e r  s h a l l ,  u p o n  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 ­

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

f i l e d  u n d e r  A S  4 3 . 6 5 . 0 1 0  - 4 3 . 6 5 . 0 6 0 ,  a n d  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  a n d  w o r k p a p e r s .  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  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 t m 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 , d o c u m e n t s , d e t e r m i n a t i o n s , a n d  w o r k p a p e r s  

f u r n i s h e d  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  u n d e r  t h i s  s u b s e c ­

t i o n .

*  S e c .  1 0 .  A S  3 8 . 0 5 . 2 0 5 ( b )  a n d  3 8 . 0 5 . 2 1 0 ( d )  a r e  r e p e a l e d .

*  S e c .  1 1 .  T R A N S I T I O N .  ( a )  S e c t i o n s  1 - 7 ,  9 ,  a n d  1 0  o f  t h i s  A c t  a n d

t h i s  s e c t i o n  a p p l y  t o  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  
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l o c a t e d  b e f o r e ,  o n ,  o r  a f t e r  A u g u s t  3 1 ,  1 9 8 9 .

( b )  T h e  f i r s t  a n n u a l  r e n t a l  p a y m e n t  d u e  u n d e r  A S  3 8 . 0 5 . 2 1 1  a s  e n a c t e d  

i n  s e c .  4 o f  t h i s  A c t  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  S e p t e m b e r  1, 

1 9 8 9 .

( c )  T h e  f i r s t  p r o d u c t i o n  r o y a l t y  p a y m e n t  d u e  u n d e r  A S  3 8 . 0 5 . 2 1 2  a s  

e n a c t e d  b y  s e c .  4 o f  t h i s  A c t  i s  f o r  p r o d u c t i o n  a f t e r  D e c e m b e r  3 1 ,  1 9 8 9 .

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

i m p l e m e n t  t h e  c h a n g e s  m a d e  b y  s e c s .  1 - 7 ,  9 ,  a n d  1 0  o f  t h i s  A c t  a n d  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  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  

A c t  ( A S  4 4 . 6 2 )  b u t  n o t  b e f o r e  A u g u s t  3 1 ,  1 9 8 9 .  T h e  r e g u l a t i o n s  m a y  d e f e r  

t h e  d a t e  f o r  t h e  f i r s t  a n n u a l  r e n t a l  p a y m e n t  d u e  u n d e r  A S  3 8 . 0 5 . 2 1 1  a s  

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

*  S e c .  1 2 .  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  A S  2 7 . 0 5 . 2 5 0 ,  a d d e d  b y  s e c .  8 o f  t h i s  A c t ,  b y  J u l y  1, 

1 9 9 1 .

*  S e c .  1 3 .  S e c t i o n  1 1 ( d )  o f  t h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  

A S  0 1 . 1 0 . 0 7 0 ( c ) .

* S e c .  1 4 .  E x c e p t  f o r  s e c s .  8 ,  1 1 ( d ) ,  a n d  1 2 ,  t h i s  A c t  t a k e s  e f f e c t  

A u g u s t  3 1 ,  1 9 8 9 .

*  S e c .  1 5 .  S e c t i o n s  8  a n d  1 2  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 .



J an u a ry  1 9 ,  1 989

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 ,  A K  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 a m  t r a n s m i t t i n g  a  bill, 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 ) "  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 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  A S  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  A S  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  m i n i n g  c l a i m  u n d e r  A S  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  A S  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 .  A S  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 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 o s e d .

T h e  b i l l  a m e n d s  A S  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  A S  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  

A S  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  20 y e a r s .

P r o p o s e d  A S  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  r a 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  A S  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  A S  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 ­

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

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



STATE OF ALASKA
1989 LEGISLATIVE SESSION

REQUEST:

BILL VERSION: CSSB 129 ('Res') Cb)

PUBLISH DATE: __ 4 / 1 4 / 8 9 _____________

Y,

FISCAL NOTE

Revision Date: Agency Affected: Revenue

Title: "An Act relating to rent and BRU: Income and Excise Audit Division

royalty payments for a mining claim

Sponsor: Rules/Governor Components:
fteauestor: Resources

EXPENDITURES/REVENUES: (Thousands of Dollars!

1 1 FY 90 1 FY 91 1 FY 92 1 FY 93 1 FY 94 1 FY 95
1 O PERATING ! 1 1 1 1 1
| PERSONAL SERVICES j 50.9 I 50.9 | 50.9 | 50.9 | 50.9 1 50.9
| TRAVEL ! 5.0 1 5.0 | 5.0 1 5.0 | 5.0 1 5.0
| CONTRACTUAL | 17.9 1 17.9 | 17.9 1 17.9 | 17.9 1 17.9
| SUPPLIES | 1.0 1 -1.0 | 1.0 I 1.0 | 1.0 1 1.0
| EQUIPMENT | 10.2 i 0.0 1 0.0 1 0.0 | 0.0 1 0.0
| LANDS & S T R UCTURES f 0.0 I 0.0 1 0.0 1 0.0 | 0.0 1 0.0
| GRANTS, CLAIMS | 0.0 I 0.0 1 0.0 1 0.0 | 0.0 1 0.0
1 M I S C E LLANEOUS I 0.0 l 0.0 1 0.0 1 0.0 | 0.0 1 0.0
1 TOTAL OPERATING 1 85.0 1 74.8 1 74.8 1 74.8 | 74.8 1 74.8

1 CAPITAL 1 - 1 - 1 - 1 - 1 - 1 -

1 REVENUE 1 - 1 - 1 - 1 - 1 - 1 —

FUNDING: (Thousands of Dollars!
>

| GENERAL FUND | 85.0 1 74.8 | 74.8 1 74.8 | 74.8 1 74.8
| FEDERAL FUNDS | 0.0 ! 0.0 | 0.0 1 0.0 | 0.0 1 0.0
| OTHER | 0.0 i 0.0 1 0.0 1 0.0 | 0.0 1 0.0
1 TOTAL 1 85.0 1 74.8 1 74.8 1 74.8 | 74.8 1 74.8

POSITIONS:

FULL-TIME 

j PART-TIME 

I TEMPORARY

ANALYSIS: See attached.

Prepared By: Steven E. Kette, ,f

Division: Income and Excise A m 1 t  Olvtsffiwi

1 . 0  | 
0 . 0  | 
0 . 0  |

1 . 0  | 
0 . 0  | 
0 . 0  |

1 . 0  | 1 . 0
0 . 0  | 0 . 0
0 .0  | 0 . 0

Approved by Commissioner: Hugh Malone

Agency: Department of Revenue

. /  yPhone: (9071 465-2320

T /A Z  Date: April 13. 1989

Date:

April 13, 1989

April 13. 1989

Distribution (by preparer): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(les) paije 1 of 3



Personal Services

CSSB 129 Analysis

Revenue Auditor III 
12 months, 18A

$50.9

Travel $5.0

Contractual

Comiruni cations $9.0 
Courier $0.5
Printing $3.5

Advertising $1.7

Maintenance $0.7
Training $1.0

Postage $1.5

Supplies

Equipment

Computer $3.5

Office Furniture $3.5
Computer Printer $3.2

$17.9

$ 1 . 0

$ 1 0 .2 *

TOTAL $85.0

*0ne Time Item
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CSSB 129 

Prepared by:

Steven E. Kettel

Income and Excise Audit Division 
April 13, 1989

ANALYSIS

CS SB 129 places responsibility for auditing a new production royalty'on 

mining operations in the Department of Revenue. The royalty 1s computed 

at 2% of net income determined under AS 43.65, the Mining License Tax
Act, presently administered by the Department.

Department of Natural Resources estimates that approximately 100 royalty 
production returns will be filed annually. Profitability of mining 

operations on state claims has traditionally been low for all but a few

large operations. Section 9 of the bill provides that the rental for the

state mining lease may be used as a credit against the royalty , further 
minimizing collections.

Fiscal Impact

Continuing expenses of^75,000 per year will fund a new position to audit 
royalty production returns as required by AS 38.05.036(a)(2).

Department Position

In addition to objections raised by Department of Natural Resources, the 
Department opposes putting the audit responsibilities for the production 
royalty 1n this Department. This proposal is not d e s t i e d  to be a 

revenue raising measure, yet will require significant agency attention, 

diverting management and staff from more important tax matters, which are 
our primary responsibilities.

Also, with the link between the lease rental and the royalty, It would 

s e e m  more logical to administer both programs in the same agency.
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STATE OF ALASKA
1989 LEGISLATIVE SESSION

REQUEST:
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BILL VERSION: 

PUBLISH DATE:

. S B  1 2 9  ( b )  

1 / 1 9 / 8 9

FISCAL NOTE

Revision Date: January 13. 1989

Title: Rent and Royalties for
_________ State Mining Claims______
Sponsor: Rules Committee_________
Requestor: Governor_______________

Agency Affected: Revenue

BRU: Income and Excise Audit Division

Components:.

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 FY 90 1 FY 91 1 FY 92 1 FY 93 1 FY 94 1 FY 95
OPERATING 1 1 1 1 1 1

PERSONAL SERVICES | - 1 1 1 1 1
TRAVEL | - 1 1 1 1 1
CONTRACTUAL | - 1 1 1 1 1
SUPPLIES | - 1 1 1 1 1
EQUIPMENT | - 1 1 1 1 1
LANDS & STRUCTURES | - 1 1 1 1 1
GRANTS, CLAIMS | - 1 1 1 1 1
MISCELLANEOUS 1 - 1 1 1 1 1

TOTAL OPERATING 1 - 1 1 1 1 1

CAPITAL

L. REVENUE

FUNDING: (Thousands of Dollars)
| GENERAL FUND 1 - 1 - 1 - 1 - 1 - 1 -
| FEDERAL FUNDS 1 - 1 - 1 - I - 1 - 1 -
| OTHER 1 - 1 - 1 - 1 - 1 - 1 -
1 1OTAL 1 - 1 - 1 - 1 - 1 - 1 -

POSITIONS:
| FULL-TIME 1 - 1 - 1 - 1 - 1 - 1 -
| PART-TIME 1 - 1 - 1 - 1 - 1 - 1 -
1 TEMPORARY 1 - 1 - 1 - 1 - 1 - 1 -

ANALYSIS: (Attach a separate page j_f necessary).

Prepared Bv: Steven E. Kettel
Division: Income and Excise Audit

Approved by Commissioner:
Agency: Revenue______________________

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies)

Phone:
Date:

(907) 465-2320 
January 13. 1989

Date: January 13. 1989

page _ l  o f  2_
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SB 129 (b)1/19/89 1 .
■

,  ,v:r:;
Prepared by: Steven E. Kettel
Income and Excise Audit Division 
Department of Revenue 
January 13, 1989

.. . : . -■ .

...: • ■ ■ ■

Fiscal Note Analysis

Legislative action is necessary to cure a defect in the state's 
mining laws which do not comply with Section 6(i) of the Statehood Act. 
The central problem —  Alaska's mining leasing system does not require 
the payment of cash rent or royalties.

This legislation introduces a system of rental and royalty charges 
against those miners with claims on state land. There will be no fiscal 
impact upon the Department of Revenue. DNR has prepared a fiscal note 
showing the anticipated revenues this proposal will generate.

page 2 o f  2



BILL VERSION 

PUBLISH DATE:1989 LEGISLATIVE SESSION
.

4 / 1 2 / 8 9

FISCAL NOTE
R EQ U EST:

Agency Affected: N a tu ra l R esources
BRU: M in ing _M anagem ent__________

Revision Date:________________ ll-A pr-t!9
Title: A n A ct re la ting  to re n t  and

(Thousands of Dollars)

royalty  paym ents fo r m ining claim s. 
Sponsor Senate Rules
Requestor. G overnor

Components: M ining M anagem ent

EX PEN D ITU RES/REV EN U ES:
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS

673A 52 3 52.3 5 2 3 5 2 3
9.0 2.0 2.0 2.0 2.0

248.8 10.0 10.0 10.0 10.0
29.0
13.0

TOTAL OPERATING 0.0 9 7 3 3 64.3 6 4 3 6 4 3 6 4 3

CAPITAL

FU NDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

973.2 6 4 3 6 4 3 6 4 3 6 4 3

0.0 9732 6 4 3 6 4 3 6 4 3 64.3

REVENUE

PO SITIO N S:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if  necessary)

P h o n e : 
D a te :

Date:

ll-A p r-8 9

l l -Ap r-89

See Attached

Prepared by: G erald  G allagher
Division: M ining M anagem ent

Approved by Commissioner. Lennie G o r s u c h C ^ f - SF
Agency: D epartm ent o f N atu ra l R esources V/ I T '

Distribution (by preparer) : 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agcncy(ics)

762-2165



CS f o r  SB121 B i l l  A n a l y s i s
D e t e r m i n i n g  w h e t h e r  t h e  1 0 4 . 5  m i l l i o n  a c r e s  o f  6 ( a )  a n d  ( b )  s t a t e  
l a n d s  a r e  " m i n e r a l - i n - c h a r a c t e r  a t  t h e  t i m e  o f  s t a t e  s e l e c t i o n "  w i l l  
r e q u i r e  a  c o m p r e h e n s i v e  e v a l u a t i o n  o f  t h e  s e l e c t i o n  h i s t o r y ,  m i n e r a l  
o c c u r r e n c e s  a n d  l o c a t i o n  o f  s t a t e  a n d  f e d e r a l  m i n i n g  c l a i m s  o n  a  
t o w n s h i p  ( s t a t u s  p l a t )  s c a l e .  T h e  d e p a r t m e n t  h a s  p r e p a r e d  t h e  
f o l l o w i n g  14  s t e p  p r o c e s s :

1)  C o n d u c t  a  l i t e r a t u r e  s t u d y  f o r  m i n e r a l  o c c u r r e n c e s .  T h e s e  
o c c u r r e n c e s  a r e  p u t  o n  t h e  A R C/IN FO s y s t e m  a s  m i n e r a l  
o c c u r r e n c e  p o l y g o n s .  T h i s  i n f o r m a t i o n  i s  m a d e  a v a i l a b l e  i n  
d i g i t a l  f o r m  t o  L R I S .  D a t e s  a r e  a s s o c i a t e d  w i t h  a l l  o f  t h e s e  
p o l y g o n s  a s  a t t r i b u t e  i n f o r m a t i o n .

2 )  L R I S  g e t s  a  d i g i t a l  dum p f r o m  BLM ALARS s y s t e m  o f  t h e  1 1 0 , 0 0 0  
f e d e r a l  m i n i n g  c l a i m s .  T h i s  i n f o r m a t i o n  i s  p r o c e s s e d  o n t o  
r e g i o n a l  G IS  m a p s  t h a t  w i l l  a l s o  c o n t a i n  t h e  p o l y g o n s  f r o m  s t e p  
o n e .  D a t e s  a r e  a s s o c i a t e d  w i t h  t h i s  i n f o r m a t i o n  a s  a t t r i b u t e s .

3)  L R I S  g e t s  a  d i g i t a l  dum p f r o m  LAS o f  t h e  4 5 , 0 0 0  s t a t e  m i n i n g  
c l a i m s .  D a t e s  a r e  a s s o c i a t e d  w i t h  t h i s  i n f o r m a t i o n  a s  
a t t r i b u t e s .  T h i s  i n f o r m a t i o n  i s  p r o c e s s e d  o n t o  t h e  r e g i o n a l  
G I S  m a p s  m e n t i o n e d  a b o v e .

4) DGGS a n d  M i n i n g  p e r s o n n e l  r e v i e w  t h e  G I S  r e g i o n a l  m a p s  s h o w i n g  
m i n e r a l  p o l y g o n s  f r o m  l i t e r a t u r e ,  t h e  f e d e r a l  m i n i n g  c l a i m  
s c a t t e r ,  a n d  t h e  s t a t e  m i n i n g  c l a i m  s c a t t e r .  B a s e d  o n  t h i s  
r e v i e w ,  L R I S  i s  i n s t r u c t e d  a s  t o  w h i c h  f e d e r a l  m i n i n g  c l a i m s  
m u s t  h a v e  a c t u a l  l o c a t i o n s  d e t e r m i n e d .

5)  T h e  f e d e r a l  f i l e s  i n  A n c h o r a g e  a n d  F a i r b a n k s  a r e  s e a r c h e d  f o r  
t h e  a b o v e  i d e n t i f i e d  l o c a t i o n  m a p s  b y  k n o w l e d g e a b l e  M i n i n g  
s t a f f .

6) T h e  a b o v e  l o c a t i o n  m a p s  a r e  c o n v e r t e d  t o  d i g i t a l  f o r m a t  b y  
L R I S .

7)  T h i s  i n c r e m e n t a l  l o c a t i o n  i n f o r m a t i o n  i s  a d d e d  t o  t h e  a b o v e  
r e g i o n a l  G IS  i n f o r m a t i o n  b y  L R I S .

8)  D i v i s i o n  o f  M i n i n g  d e t e r m i n e s  w h i c h  o f  t h e s e  o c c u r r e n c e s  
( l i t e r a t u r e  p o l y g o n s  a n d  f e d e r a l  m i n i n g  c l a i m s )  q u a l i f y  a s  
" m i n e r a l - i n - c h a r a c t e r " .

9) T h e  f i n a l  m i n e r a l  o c c u r r e n c e  p o l y g o n s  a r e  p r o c e s s e d  i n t o  t h e  
G I S  d a t a .  T h e s e  p o l y g o n s  a r e  r e p r e s e n t e d  r e l a t i v e  t o  t h e  
s c a t t e r  o f  s t a t e  m i n i n g  c l a i m s .  R e g i o n a l  p r o d u c t s  a r e  p r o d u c e d  
b y  L R I S .



1 0 )  T i t l e  i s  g i v e n  t h e s e  r e g i o n a l  p r o d u c t s .  I n  a r e a s  w h e r e  s t a t e  
m i n i n g  c l a i m s  a r e  i n  t h e  v i c i n i t y  o f  m i n e r a l  o c c u r r e n c e  
p o l y g o n s ,  t i t l e  s e a r c h e s  a r e  d o n e  t o  d e t e r m i n e  t i t l e  l i n e s  a n d  
d a t e s  o f  s e l e c t i o n .

1 1 )  T i t l e  m a n u s c r i p t s  o n t o  c o p i e s  o f  s t a t e  s t a t u s  p l a t s ,  t h e  
r e l e v a n t  t i t l e  l i n e s ,  a n d  n o t e s  t h e  d a t e  o f  s e l e c t i o n  f o r  t h e  
l a n d .

1 2 )  L R I S  p r o d u c e s  m a p  o v e r l a y s  a t  t h e  s t a t u s  p l a t  s c a l e  o f  a l l  
m i n e r a l  o c c u r r e n c e  p o l y g o n s ,  w i t h  d a t e s  a s s o c i a t e d .

1 3 )  N u m b e r  t w e l v e  w i l l  b e  u s e d  b y  M i n i n g  t o  d e t e r m i n e  w h i c h  c l a i m s  
a r e  s u b j e c t  t o  r e n t s  a n d  o r  r o y a l t i e s .

1 4 )  S t a t u s  g r a p h i c s  d e v i s e s  a  m e t h o d  o f  s t a n d a r d  n o t a t i o n  f o r  
p u t t i n g  t h e s e  m i n e r a l  o c c u r r e n c e  p o l y g o n s  o n t o  t h e  s t a t u s  p l a t s  
f o r  p u r p o s e s  o f  i d e n t i f y i n g  f o r  t h e  p u b l i c  a n d  t h e  l a n d  
m a n a g e r s  w h a t  a r e a s  h a v e  a  " 6 ( i ) "  l i a b i l i t y  a s s o c i a t e d  w i t h  
s t a k i n g  a  m i n i n g  c l a i m .

T h i s  p r o c e s s  r e l i e s  o n  t h e  D e p a r t m e n t s  G e o g r a p h i c  I n f o r m a t i o n  S y s t e m  
( G I S )  c o m p u t e r  t o  c o m p i l e  d a t a  a n d  p r o d u c e  m a p s  a t  t h e  s c a l e  o f  

s t a t e  s t a t u s  p l a t s .  O v e r  1 2 , 0 0 0  i n d i v i d u a l  m a p s  w i l l  h a v e  t o  b e  
m a d e  i n  t h i s  p r o c e s s .

T h e  D e p a r t m e n t  h a s  d e t e r m i n e d  i t  w i l l  b e  m o r e  e f f i c i e n t  a n d  c o s t  
e f f e c t i v e  t o  c o n d u c t  t h i s  a s s e s s m e n t  o n  a  s t a t e w i d e  b a s i s  f o r  a l l  
6 ( a )  a n d  6 ( b )  l a n d s  r a t h e r  t h a n  r e a c t  t o  r e q u e s t s  f o r  s u c h  
d e t e r m i n a t i o n s  o n  e a c h  i n d i v i d u a l  m i n i n g  c l a i m .  ( T h e r e  a r e  
a p p r o x i m a t e l y  4 5 , 0 0 0  c l a i m s . )  A s  s u c h ,  a l l  c o s t s  f o r  m i n e r a l  
d e t e r m i n a t i o n s  a r e  l i m i t e d  t o  a  s i n g l e  y e a r ,  r a t h e r  t h a n  s p r e a d  o u t  
o v e r  s e v e r a l  y e a r s .

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



R e q u e s t  F o r  
N e w  Posi t ion

A g e n c y

BRU

C o m p o n e n t

Natural Resources F Y  90
M inerals Management

M i n e r a l s  Management

Position Title . . . ..
Geologist IV

No. of Positions Rongc/Stcp 2Q^ U"8. Unit su

Time Status 
Non-Perm

Staff Monde 
12

Location
Anchorage

Election District

Justification
Type of Expenditure

Salary
nenefils
Premium Pay

Olhcr

Total Personal Services
Travel
Contractual
Commodities
Equipment
UUier

Total Cost

Amount

■ S a J i

Funding Source for Total Cost
Federal Receipts 1002

I G. F. Match 1 00?;

General Fund 1004 5 9 . 8
I-A Receipts 1006

C1P Receipts 1061

Other

Th is position  w il l  serve as the P ro ject Manager 
fo r the m in era l- in -characte r determ inations 
required under the CS fo r SB 129. Oversight and 
technical q u a lity  control of the com pilation of 
geologic, land sta tu s and mining claim  data and 
adherence to schedules w i l l  be the re sp o n s ib ility  
of th is  person. See attachments to b i l l  
a n a ly s is  fo r the fu l l  scope o f ' t h i s  p ro je c t.



Amount

Position Title
N a t u r a l  R e s o u r c e s  M a n a g e r  1

No. of Positions j Kangc/Stcp
ISA

Barg. Unit Q G U

l ime Status 

P e r m a n e n t

Staff Montiis

12 m o n t h s / y e a r

Location

A n c h o r a g e

Election District

Justification
Type of Expenditure

■itflhlX-Rcnefils
Premium Pay

Other

Total Personal Services

Travel
Contractual

Commodities

Equipment

Total Cost

Funding Source for Total Cost

Federal Receipts 1002

G. F. Match 1003

General Fund 1004 5 2 . 1
I-A Receipts 1006

CiP Receipts 1061

Oilier

D u r i n g  t h e  f i r s t  12 m o n t h s ,  t h i s  s t a f f  m e m b e r  

w i l l  a s s i s t  t h e  p r o j e c t  m a n a g e r  in t h e  

c o m p i l a t i o n  a n d  a s s e s s m e n t  o f  m i n i n g  c l a i m s  

a n d  l and s t a t u s  d a t a .  A f t e r  t h e  final m i n e r a l -  

i n - c h a r a c t e r  d e t e r m i n a t i o n s  a r e  c o m p l e t e d ,  t h i s  

p o s i t i o n  w i l l  p r o c e s s  l e a s e s  a n d  t r a c k  r e n t  a n d  

r o y a l t y  p a y m e n t s  f r o m  t h e s e  l e a s e s .  S e e  t he 

b ill a n a l y s i s . f o r  a full d e s c r i p t i o n  o f  t h i s  

p r o j e c t .

Agency

B R U

C o m p o n e n t

FY 90Request For 
New Position -Mjjacflls .Management.

Minr>rnl<; M.innnr'rnr'n f-
Page of

Revised Date



v' '■-m s
Position Title

lime Status ~ 

N o n - P e r m

A n a l y s t  P r o g r a m m e r  I

£»ta/f Monllts

2k

No. of Positions Range/Step
13A

U&rg. Unit
G G U

Location

Jtociioxa.qc.

Election District

Type of Expenditure Amount

1 2 3

Ralnrv ^ q?.q
! Renefils *• ? i .?

Premium Pay '
Odicr 1 i  i

Total Personal Services 7*1 r1
Travel

Contractual

Commodities

Equipment

Uiher

Total Cost .. .... 7k .  l
* - : •' y s:-sy. iWy S? > h x.r- ii/VC* !•.• f:

Funding Source for Total Cost

Federal Receipis 1002

G. F. Match 1003

General Fund 1004 74.1
I-/ Receipts 1006

CIP Receipts 1061

Other

Justification

T h e s e  s t a f f  w i l l  be  r e s p o n s i b l e  f o r  i n p u t i n g  

g e o l o g i c ,  lan d  s t a t u s  a n d  m i n i n g  c l a i m  d a t a  

i n t o  th e  G e o g r a p h i c  I n f o r m a t i o n  C o m p u t e r  

S y s t e m  (GIS). In a d d i t i o n ,  t h e y  w i l l  p e r f o r m  

q u a l i t y  c o n t r o l  o f  all d a t a  a n d  m a p s  g e n e r a t e d .  

S e e  bill a n a l y s i s  for a full d e s c r i p t i o n  o f  

t h i s  p r o j e c t .

Request For 
New Position

A g e n c y

BRU

C o m p o n e n t

N a t u r a l  R e s o u r c e s

M i n e r a l s  M a n a g e m e n t

J l i . n e . r a  1 s.  . M a n a g e m e n t

Page of

Revised Date

FY 90



j Wo.  21

REQUEST : F I S C A L  N O T E

DNRRevision Date:-----  -------_ —  ----------   Agency Affected:  __________
Title: R e n t  & R o y a l t y  P a y m e n t s  f o r  BRU. Mining Management

M i n i n g  C l a i m s
Sponsor: 
Requestor:.

Rul e s  Committee 
Governor

Management/Administration_______Components :__  Property Management
Admin, s e r v i c e s

EXPENDITURES/REVENUES:___(Thousands of Dollars)
O P E R A T I N G F Y  89 F Y  90 F Y  91 F Y  92 F Y  93 F Y  94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

35,900 37,000 38,200 39,400 4o,Soo

0, . i° 0 0 0
1,500 1 ,bUU 1 ,b(")U 1 , b Oil

Ann oon 500 500 500
4.000 0 0 0 0

T O T A L  O P E R A T I N G 41.900 39.000 40.200 41 .400 42,800

CAPITAL | 240,000 0 0 0 0 1
REVENUE 750,000 750,000  770,000 770,000 300,000

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

281 ..000 . . 39,000 40,200 41 ,400 42,800

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

1 1 1 1 1

ANALYSIS : (Attach a separate page if necessary)

See at tached s h ee t

Prepmdby: Gerald- Gallagher
Division: Mining

Approved by Commissioner: C /L
Agency: '
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone: 
Date:.

762-2165

1 7 6 7 8 9

Date: /  " $ * 7

page. of



su l z y  i1/19/89
Assumptions: As a result of the May, 1987 Alaska Supreme Court opinion, the
State's mining laws will need to be amended to require the payment of a cash 

rent and production royalty. There are currently over 40,000 state mining 
claims and 200 mining operations on state land. Each claim will be assessed a 
rental of $0.50 per acre ($20 per claim) and each operation a minimum royalty 
of $200 or 1% of the net profits, whichever is greater. PNR estimates revenue 
derived from rents and royalty will be $750,000 in FY 90 and increase to 
$800,000 by FY 94. Rental payments should account for $650,000 and the 
royalty payments are estimated to be $100,000 initially.

Program Summary: This expenditure is necessary to complete the additional
work load of collecting rent and royalty payments and maintaining both the 
current mining records system and the state's revenue and billing system.

Positions: A new "Accounting Technician I" position is needed in the
Mining and Administration BRU. This position will maintain accounts in 
the LAS's Revenue and Billing System, audit billing registers, and 
prepare worksheets and reports as necessary to assure proper accounting 
and coding of these funds.

Other Expenditures: A one-time capital appropriation of $240,000 is
necessary to purchase a new computer system in the "Mining Management" 
BRU. This new system will allow the Division of Mining to handle the 
additional workload of rent and royalty payment tracking and lease status 
verification without additional staff.

General fund revenues generated under this proposal wil exceed expenditures in 
every year. During FY 90, a general fund contribution of $468,000 after all 

expenses is estimated. Beginning in FY 91, general fund contribution of at 
least $700,000 annually are expected after operating expenses are deducted.

R e n t  & R o y a l t y  
F i s c a l  A n a l y s i s  
P a g e  2 Of 2




