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FISCAL NOTE

STATE OF ALASKA
2012 LEGISLATIVE SESSION

Identifier (file name) HB340-DN R-MLW-02-26-12

Bill Version HB 340- RES
Fiscal Note Number

0 Publish Date

Dept. Affected Department of Natural Resources

Title PETERSVILLE RECREATIONAL MINING AREA '‘Appropriation Land & Water Resources
Allocation Mining Land & Water

Sponsor REP. NEUMAN

Requester (H) RES OMB Component Number 3002

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.

Included in
FY13 Governor's
Appropriation FY13
Requested Request

OPERATING EXPENDITURES FY13 FY13
Personal Services
Travel
Services
Commaodities
Capital Outlay
Grants, Benefits
Miscellaneous
TOTAL OPERATING 0.0 0.0

FUND SOURCE

1002  Federal Receipts
1003 GF Match

1004 GF

1005 GF/Prgm (DGF)
1037 GF/MH (UGF)

Q1178 temp code (UGF)

TOTAL 0.0 0.0
POSITIONS

Full-time 0 0
Part-time
Temporary 0 0

o
o

CHANGE IN REVENUES 0.0 0.0

Estimated SUPPLEMENTAL (FY12) operating costs
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY13) costs
(discuss reasons and fund source(s) in analysis section)

(Thousands of Dollars)

Out-Year Cost Estimates

FY14 FY15 FY16 FY17 FY18

0.0 0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0 0.0
I

0 0 0 0 0
0 0 0 0 0
0 0 0 0 0

0.0 0.0 0.0 0.0 00 I

0.0 (separate supplemental appropriation required)

Qo (separate capital appropriation required)

Why this fiscal note differs from previous version (if initial version, please note as such)

Initial Version, not applicable

Brent Goodrum, Director
Mining, Land & Water

Daniel S. Sullivan, Commissioner
Department of Natural Resources

Prepared by
Division
Approved by

(Revised 1/17/2012 OMB)

Phone 269-8600
Date/Time 2/26/12 9:00 AM

Date 2/26/2012
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 340- RES
2012 LEGISLATIVE SESSION

Analysis

HB 340 removes several mining claims from the Petersville Recreational Mining Area established under AS
41.23.630(f). DNR expects there to be no fiscal impact on DNR or the State from this proposed legislation.
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ALASKA STATE LEGISLATURE

Member:
House Finance Committee
Legislative Budget & Audit Committee

Chair: \ '\~~If.J

House Budget Sub Committees on:
- Department of Administration
- Department of Labor and W orkforce

Development

Representative Mark Neuman
Rep.Mark.Neuman@Ilegis.state.ak.us

Representative Feige & Representative Seaton

Session:

Alaska State Capitol
Juneau. AK 99801-1182
Phone: (907) 465-2679
Fax: (907) 465-4822

Toll Free (800) 505-2678

Interim:

600 E. Railroad Ave
Wasilla, AK 99654
Phone: (907) 376-2679
Fax: (907) 373-4745

The following individuals will be available to testify or call in for the hearing. Once you have
identified the date, we will be better able to confirm whether they will be calling or attending in

person.
1) Michele Stevens

2) Director of Land, Mining, and Water
3) Alaska Miners Association.
4) (Possibly the past Commissioner of DNR?)

Please provide us the number you would like him to call.

Sincerely,

Representative Mark Neuman

BIG LAKE + HOUSTON « MEADOW LAKES » KNIK GOOSE BAY « TALKEETNA « WILLOW « TRAPPER CREEK * SUNSHINE + SKWENTNA
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ALASKA STATE LEGISLATURE

Session:
Member: Alaska State Capitol
House Finance Committee Juneau, AK 99801-1182
Legislative Budget & Audit Committee Phone: (907)465-2679

Fax: (907)465-4822
Toll Free (800) 505-2678

Chair:

House Budget Sub Committees on: Interim:

- Department of Administration 600 E. Railroad Ave

- Department of Labor and Workforce Wasilla, AK 99654
Development Phone: (907) 376-2679

Fax: (907)373-4745

Representative Mark Neuman
Rep.Mark.Neuman@legis.state.ak.us

Sponsor Statement

HB 340, Petersville Recreational Mining Area

The Petersville Recreational Mining Area was enacted under House Bill 46 in
1997 and consists of two areas near Petersville in the Upper Susitna Valley. The
northern of the two areas is presently open for recreational mining. The southern
area which this legislation addressed is still closed.

The area is still closed due to past mineral leases and agreements between the State
of Alaska, Ms. Michele Steven, and the Federal Bureau of Land Management
(BLM) being unable to be executed.

Termination of the legislative designation of the southern part of Petersville

Recreational Mining Area, identified in AS 41.23.630(f). Will untangle certain ?
land issues and move the area closer to opening for mineral entry.

Version 27-LS1342\A
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SEAN PARNELL, GOVERNOR

DIRECTOR'S OFFICE
550 W. 7TmAVE., SUITE 1070
ANCHORAGE, ALASKA 99501-3579

DEPARTMENT OF NATURAL RESOURCES
PHONE (907) 269-3600

DIVISION OF MINING, LAND AND WATER FAX (907) 269-8904

April 9, 2010

The Honorable Charlie Huggins
Alaska State Senate

State Capitol

Juneau, Alaska 99801

Re: Your Letter of Januaiy 29, 2010 on the Petersville Recreational Mining Area
Dear Senator Huggins:

Your letter of January 29, 2010 asked what steps would be needed to reverse the
recreational mining designation for the southern portion of the Petersville
Recreational Mining Area. The Petersville Recreational Mining Area was enacted
under House Bill 46 in 1997 and consists of two areas near Petersville. One area
nmy operyfor recreational mining is referred to as the northern area and covers
300 acreSx The other area is not yet state owned, therefore it is closed to
recreational and other mining. This is referred to as the southern area covering
200 acres. The southern area is closed because the federal Bureau of Land
Management (BLM) has not yet conveyed the land to the State. The holdup on
conveyanceJmsJbeen because of a lease that the BLM is issuing to Michele
Stevens fd*r-5 acres”™ithin this southern area. We believe that the lease is
scheduled to be issued in the near future. Since 1997, the northern recreational
mining area has not had much use due in part to difficult access.

To terminate the legislative designation of the southern area, the enabling statute
(AS 41.23.630) willneed to be modified. In AS 41.23.630 - Petersville
Recreational Mining Area, the following verbiage under Section (f)(1) would have
to be removed from the statute in order eliminate the southern portion of the
Petersville Recreational Mining Area:

| [SECTIONS 21 AND 28; ALDER NO. 1; ALDER NO. 2; COTTONWOOD NO.
I 3; COTTONWOOD NO. 4; SEATTLE NO. 2; CONTACT NO. 1; CONTACT NO.
2; WILLOW CLAIM; KORTER BENCH.]

If the above statutory language were removed, the Commissioner of DNR would
then need to issue a Mineral Opening Order to make these lands open to mineral
entry (under AS 38.05.185). The land transfer from the BLM would also need to
occur before the lands can be open to mineral entry, although "At Risk” claims
could be staked by anyone prior to the land transfer. These at risk claims would

“Develop, Conserve, and Enhance Natural Resourcesfor Present and Future Alaskans. ”



Letter to Senator Huggins
Page 2 0f2

convert to regular state claims following conveyance of the lands to the State by
the BLM.

We believe that these recreational mining areas represent a unique opportuni
for weekend enthusiasts and visitors to our State to enjoy the outdoors and th~
fun of non-mechanized mining. Ifthe area is open to mining claims, we expect
that a few recreational suction dredge miners may object to then being locked out
by the new claimants that would stake mining claims. Other than Ms. Stevens,
DNJ]R has not heard from any other members of the public that the Recreational
Mining Area should be terminated. In addition, there is no assurance thatT'Vt
Michelle Stevens would be the first to stake claims for the law is in favor of \\
whoever stakes the claim first after the land becomes open. It is likely that a \\
number of claimants would end of with conflicting claims. Itis likely that the >
Department of Fish and Game may have concerns about any large-scale mining
on the active portion of the Creek. /

Please feel free to contact me ifyou would like additional information.

DNR Division of Mining, Land and W ater

cc: Michele Stevens
Tom Irwin, Commissioner, DNR
Rick Fredericksen, DNR, DMLW, Mining Section Chief



Sean Parnell, Governor
Third Floor, Capitol

P.O. Box 110001

Juneau, Alaska 99811-0001

January 26, 2012

Dear Governor Parnell:

We respectively urge your support for legislation to adjust the Petersville Recreation Mining
Area established on May 8, 1997.

As the former Director, Mining and Water Management and former Deputy Commissioner,
Department of Natural Resources, we were directly involved in the initial decisions leading to
the establishment of the Petersville Recreation Mining Area and we strongly support the
legislation to amend that Petersville Recreation Mining Area designation.

Background:

Prior to the Mineral Closing Order, MCO# 674, on June 2, 1994 there were numerous meetings
with Ms. Michele Stevens the then owner of approximately 500 acres of State mining claims
located on federal land selected by the State. Ms. Stevens proposed to operate a mining
concession including a museum and public campground as well as using her mining equipment
to facilitate public access to the placer gold known to be in the area. Her concept for a
concession-type operation was in part based on the successful commercial operations at the
Crow Creek Mine on private land at Girdwood and the El Dorado Gold Mine located on Mental
Health Trust land near Fairbanks.

The Director of Mining and Water Management and other members of the Division inspected the
500 acres and adjacent active mining operations in the Petersville area included Ms. Stevens’
historic buildings and structures and equipment used when the area was being mined under
federal mining law. The Department subsequently determined the 500 acres would make a
valuable addition to the areas set aside in Alaska for the general public to pan for gold without
being in conflict with a mining claim owner, and therefore initiated the 1994 Mineral Closing
Order (MCO).

The original public recreation mining areas in Alaska involved abandoned mining claims, hence
Ms. Stevens was requested to gift her 500 acres of mining claims that otherwise would
automatically fall into place when the State received title to the land from the federal
government. Ms. Stevens did this concurrently with the MCO being imposed.

The State has received title to land in the Petersville area that includes approximately 280 acres
of the mining claims Ms. Stevens gifted to the State and that area is now open to public use as a
public recreation mining area. Until recently, transfer of the federal land including the remaining
220 acres surrounding Ms. Stevens' historic building and structures has been delayed until the



State and Bureau of Land Management could reach agreement on how to handle the buildings
and structures. These buildings and structures were eventually deeded to Ms. Stevens. This
issue has been resolved and the land is now ready for transfer to State ownership.

The agreement in 1994 between the Department of Natural Resources and Ms. Stevens was for
the Department to authorize Ms. Stevens to operate a commercial recreation mining business on
the 220 acres of land surrounding her buildings and structures. Subsequently, the Department
determined that it could not legally issue a non-competitive commercial lease to fulfill the
agreement with Ms. Stevens. In 2006 DNR determined there actually was a legal way to
proceed, whereby a commercial mining business could be operated on a portion of a state mining
claim or claims by establishing a miscellaneous land use lease, provided there was concurrence
with the state mining claim holder.

However, and very unfortunately, the 2006 approach cannot be followed for lands designated by
statute as a recreational mining area since there are no underlying private interests to the
minerals. The proposed legislative amendment to the Petersville Recreation Mining Area
established in 1997 contains two provisions to correct the problems the Department and

Ms. Stevens have been trying to resolve. The pending legislation would: 1) Reinstate

Ms. Stevens’ full mineral rights to those portions of her mining claims ADLs 508020-508026
that she gifted to the State in this southern area; and 2) It would remove the statutory designation
and allow the DNR to fulfill its original agreement with Ms. Stevens. The proposed amendment
does not affect the approximately 280 acres of land that will remain in the Petersville Recreation
Mining Area.

In summary, we respectively request your support in correcting a situation that evolved and
allow the state to honor its commitments to Ms. Stevens

Sincerely,

Signed Signed

Jules V. Tileston Marty K. Rutherford
4740 Cambridge Way 2371 Loussac Drive
Anchorage, AK 99503 Anchorage, AK 99517

phone: 907-561-0540 phone: 907-317-4728
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to; 129 6th St., Rm. 329
MEMORANDUM March 23, 2012
SUBIJECT: Amending the land description for the Petersville Recreational

Mining Area (HB 340; Work Order No. 27-LS1342\A)

TO: Representative Mark Neuman
Attn; Morgan Hopson

FROM: Donald M. Bullock Jr.
Legislative Counsel

HB 340 amends the description of land and water that are included in the Petersville
Recreational Mining Area (Petersville). You asked whether this bill violates the
prohibition against local and special legislation in art. Il, sec. 19, Constitution of the State
of Alaska.l Passage of the bill is not prohibited by art. 1, sec. 19.

The establishment of the area is authorized by art. VIII, sec. 7, Constitution of the State
of Alaska. Section 7 authorizes the legislature to acquire special purpose sites and to
preserve and administer the sites for the "use, enjoyment, and welfare of the people."2 A
description of the area is consistent with acquiring and administering a specific area for
the people, and HB 340 amends the description of Petersville.

While a description of any limited area in the state is necessarily local, the constitutional
authority to acquire and administer Petersville necessarily requires a description of the
area within Petersville. HB 340 amends the description of that area. Given the context,
the local or special prohibition is likely inapplicable.

1Article I, sec. 19. Local or Special Acts. The legislature shall pass no local or special
act if a general act can be made applicable. Whether a general act can be made applicable
shall be subject to judicial determination. Local acts necessitating appropriations by a
political subdivision may not become effective unless approved by a majority of the
qualified voters voting thereon in the subdivision affected.

2Article VI1II, sec. 7. Special Purpose Sites.

The legislature may provide for the acquisition of sites,objects, and areasof natural

beauty or of historic, cultural, recreational, or scientific value. It may reserve them from
the public domain and provide for their administration and preservation for the use,
enjoyment, and welfare ofthe people.



Representative Mark Neuman
March 23, 2012
Page 2

You may wish to review the reasons for excluding the mining claims listed in the bill.
Although the designation of the specific area may be necessary for the establishment and
administration of the area, the basis for excluding previously included land and water
should be consistent with the management of Petersville for the people ofthe state.

If I may be of further assistance, please advise.

DMB:plm
12-187.plm



SEAS PARKELL, GOVERNOR

DEPARTMENT OF LAW 1031 WEST4™ AVENUE. SUITE200
ANCHORAGE, ALASKA 99501-109.1

PHONE: (907)269-5100

OFFICE OF THE ATTORNEY GENERAL FAX- (907)276-3697

March 8,2012

The Honorable Eric Feige
House of Representatives
Alaska State Capitol, Room 126
Juneau, Alaska 99801

The Honorable Paul Seaton
House of Representatives
Alaska State Capitol, Room 102
Juneau, Alaska 99801

Re: HB 340
Dear Representatives Feige and Seaton:

The House Resources Committee requested the Department of Natural Resources
(DNR) and the Department of Law (DOL) to provide answers to legal questions about
House Bil No. 340. This bill relates to the reservation of certain mining claims from all
uses incompatible with the purposes for establishing the Petersville Recreational Mining
Area. Much of the land in question, although still owned by the federal government, has
been selected by the state to fulfill the state entitlement from the federal government.

First, the Committee asked whether DNR and DOL can assure the Legislature that
mining locations recently made by “Golden Girls LLC” (Michele Stevens) are valid
locations on state selected lands, such that if HB 340 passed and Mineral Closing Order
No. 674 were lifted, Golden Girls LLC would be in possession of these locations once the
state-selected land is transferred to the State of Alaska. The DNR and DOL cannot
guarantee to the Legislature that these locations would be considered valid in such an
instance.

The Alaska Supreme Court has held that a locator of state-selected lands “acquired
mining rights at the time of location.” Moore v. Dept, of Natural Res., 992 P.2d 576,
581 (Alaska 1999). Here, at the time of the location by Golden Girls LLC, Alaska
Statute 41.23.630 was in effect. Alaska Statute 41.23.630(d) states that, “[tjhe Petersville
Recreational Mining Area is closed to mineral entry under AS 38,05.185-38,05.275”
(emphasis added). TTiis language could be interpreted to mean that at the time Golden
Girls LLC located claims, the area was closed to such “at-risk” staking (described in AS



Representatives Feige and Seaton March 8,2012
Page 2

38.05.275). Therefore, the DNR and DOL cannot assure the legislature that the recent
“Golden Girls LLC” locations would be considered valid if HB 340 passed and Mineral
Closing Order No. 674 were lifted, as AS 41.23.630 was in full effect at the time of
location.

Second, the Committee asked whether the Sponsor could draft legislation that
directly reinstates certain mining locations to Michele Stevens. Such legislation could be
legally problematic. There could be an issue regarding Article Il, Section 19 of the
Alaska Constitution, which states that, “[t]he legislature shall pass no local or special act
if a general act can be made applicable.” The Alaska Supreme Court evaluates “special
acts” constitutional challenges with a test which examines the “legislative goals and the
means used to advance them to determine whether the legislation bears a fair and
substantial relationship to legitimate purposes.” Baxley v. State, 958 P.2d 422.
430 (Alaska 1998) (internal citations and quotations omitted). Although property is
unique in nature, legislation relating to mining claims may at least have to include
similarly-situated mining claims.

Please feel free to contact me at 269-5211 or Ed Fogels at 269-8423 with any
additional questions or concerns.

Sincerely,

MICHAEL C. GERAGHTY
ATTORNEY GENERAL

By; ('iJkM jftf* —
Ashley Brown

Assistant Attorney General
Oil, Gas & Mining Section

ACBljde

cc: Representative Mark Neuman
Cori Badgley
Ed Fogels
Heather Brakes
Sonia Christensen



