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Work Draft 1-GH2041M HB 343 - FY 2000 Supplemental Appropriations Bill, Fast Track, By Section

Sec. Dept.
BRU/
Component Purpose

General
Funds

Federal
Funds

Other
Funds Total Funds

1
Natural
Resources Fire Suppression

Fire suppression expenditures to date and FY00 
fixed costs 6,415.1 6,415.1

2 a Admin

Senior Svcs/ Protection, 
Community Svcs & 
Admin Operating costs of the General Relief Program 118.6 118.6

2 b Admin
Centralized Admin 
Svcs/Ret & Bens Unexpected PERS Board election in March 100.0 100.0

3 E&ED
Early Development/Day 
Care Assistance Child care assistance program 1,500.0 1,500.0

4 a H&SS
Catastrophic & Chronic 
Illness Asst

Operating costs for catastrophic and chronic 
illness assistance 608.6 608.6

4 b H&SS
Public Asst Admin/Child 
Care Benefits Operating costs for child care benefits program 1,500.0 1,500.0

4 c H&SS
Public Asst/ Energy Asst 
Prgm

Low Income Home Energy Assistance Program 
(LIHEAP) federal grant for emergency heating 
assistance 2,361.1 2,361.1

5 Law
Lapse date extension to June 30, 2001 for tort 
reform and medical procedures cases 0.0

6 a M&VA Army Guard
Operating costs (travei) for Alaska National 
Guard 24.2 24.2

6 b M&VA
Alaska National Guard/Air 
Guard Fac Maint

Operating costs for air guard facilities 
maintenance 212.4 212.4

6 c M&VA
Alaska National 
Guard/Youth Corps Operating costs for youth corps 582.1 110.5 692.6

7 Revenue
Child Support 
Enforcement

One-time project to reduce the backlog of case 
adjustments (extended laose date of 6/30/01) 150.0 470.2 620.2

8 a Trans & PF

Marine Vessel 
Ops/Southeast Vessel 
Ops ncreased fuel costs for FY00 500.0 500.0

8 b Trans & PF

Stw Facil Maint & 
Ops/Northern Region 
Facilities

Unanticipated winter storm costs outside declared 
Central Gulf Coast storm disaster area 25.0 25.0

8 c Trans & PF AIA/Operations Additional operating costs 900.0 900.0

8 d Trans & PF
Northern Region Hwys & 
Aviation Snow plowing specified highways 248.9 248.9

9 University
Ch 139, SLA 98, pg 87, In 
33 (capital) banning and design for University museum 500.0 500.0 1,000.0

G:\Supplementals\
FY2000 Supplemental Sectional.xls House Finance Committee

03/01/2000, 9:16 AM
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Work Draft 1-GH2041M HB 343 - FY 2000 Supplemental Appropriations Bill, Fcuii Track, By Section

Sec. Dept.
BRU/
Component Purpose

General
Funds

Federal
Funds

Other
Funds Total Funds

Use 3070.0 estimated lapse of Y2K appropriation 
to partially fund shortfall in Longevity Bonus

10 a Various Grants 0.0

10 b Admin Longevity Bonus Grants
Estimated General Funds required to complete 
full-funding for Longevity Bonus grants 1,430.0 1,430.0

10 c CBR 3/4 vote provision 0.0

11 E&ED reappropriation
Northwest Arctic Borough schools - moves funds 
within district projects C.O

Y3-
?

Legislature Legislative Council

Redistricting Planning Committee - 
reappropriates 350.0 from Sept. election funding 
and legislature for preliminary data collection 0.0

TOTAL SUPPLEMENTALS 9,520.4 5,625.8 3,110.5 18,256.7

14 a1 Admin Ratification: FY98 Personnel 2.4 2.4
14 a2A C&RA Ratification: FY98 AHFC/State Energy Prg 3.3 3.3

14 a2B C&RA
Ratification: FY98 HSS/Admin Child Trust 
($24.19) 0.0

14 a2C C&RA Ratification: FY98 JTPO/Peer Outreach ($20.00) 0.0

14 a2D C&RA
Ratification: FY98 Rural Gov Commission 
($342.00) 0.3 0.3

14 a3 H&SS Ratification: FY99 Medicaid Services 3,271.6 3,271.6

14 b
Natural
Resources Ratifica' ^ 9 9  Fire Suppression 3,613.7 250.0 3,863.7

TOTAL RATIFICATIONS 6,891.3 250.0 7,141.3

15 Lapse Provisions

16 Immediate Effective Date

G:\Supplementals\
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Work Draft 1-GH2041M HB 343 - FY 2000 Supplemental Appropriations Uill, Fast Track, By Section

Sec. Dept.
BRU/
Component Purpose

General
Funds

Fedpral
Funds

Other
Funds Total Funds

1
Natural
Resources Fire Suppression

Fire suppression expenditures to date and FY00 
fixed costs 6,415.1 6,415.1

2 a Admin

Senior Svcs/ Protection, 
Community Svcs & 
Admin Operating costs of the General Relief Program 118.6 118.6

2 b Admin
Centralized Admin 
Svcs/Ret & Bens Unexpected PERS Board election in March 100.0 100.0

3 E&ED
Early Development/Day 
Care Assistance Child care assistance program 1,500 0 1,500.0

4 a H&SS
Catastrophic & Chronic 
Illness Asst

Operating costs for catastrophic and chronic 
illness assistance 608.6 608.6

4 b H&SS
Public Asst Admin/Child 
Care Benefits Operating costs for child care benefits program 1,500.0 1,500.0

4 c H&SS
Public Asst/ Energy Asst 
Prgm

Low Income Home Energy Assistance Program 
(LIHEAP) federal grant for emergency heating 
assistance 2,361.1 2,361.1

5 Law
Lapse date extension to June 30, 2001 for tort 
reform and medical procedures cases 0.0

6 a M&VA Army Guard
Operating costs (travel) for Alaska National 
Guard 24.2 24.2

6 b M&VA
Alaska National Guard/Air 
Guard Fac Maint

Operating costs for air guard facilities 
maintenance 212.4 212.4

6 c M&VA
Alaska National 
Guard/Youth Corps Operating costs for youth corps 582.1 110.5 692.6

7 Revenue
Child Support 
Enforcement

One-time project to reduce the backlog of case 
adjustments (extended lapse date of 6/30/01) 150.0 470.2 620.2

8 a Trans & PF

Marine Vessel 
Ops/Southeast Vessel 
Ops ncreased fuel costs for FY00 500.0 500.0

8 b Trans & PF

Stw Facil Maint & 
Ops/Northern Region 
Facilities

Unanticipated winter storm costs outside declared 
Central Gulf Coast storm disaster area 25.0 25.0

8 c Trans & PF AIA/Operations Additional operating costs 90G.0 900.0

8 d Trans & PF
Northern Region Hwys & 
Aviation Snow plowing specified highways 248.9 248.9

9 University
Ch 139, SLA 98, pg 87, In 
33 (capital) banning and design for University museum 500.0 500.0 1,000.0
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Work Draft 1-GH2041M HB 343 - FY 2000 Supplemental Appropriations Bill, Fast Track, By Section

Sec. Dept.
BRU/
Component Purrose

General
Funds

Federal
Funds

Other
Funds Total Funds

I ’se 3070.0 estimated lapse of Y2K appropriation 
to partially fund shortfall in Longevity Bonus

10 a Various G rants 0.0

10 b Admin Longevity Bonus Grants
Estimated General Funds required to complete 
fulMunding for Longevity Bonus giants 1,430.0 1,430.0

10 c CBR 3/4 vote provision 0.0

11 E&ED reappropriation
Northwest Arctic Borough schools - moves funds 
within District projects 0.0

13 Legislature Legislative Council

Redistrict'ng Planning Committee - 
reappropriates 350.0 from Sept. election funding 
and legislature for preliminary data collection 0.0

TOTAL SUPPLEMENTALS 9,520.4 5,625.8 3,110.5 18,256.7

14 a1 Admin Ratification: FY98 Personnel 2.4 2.4
14 a2A C&RA Ratification: FY98 AHFC/State Energy Prg 3.3 3.3

14 a2B C&RA
Ratification: FY98 HSS/Admin Child Trust 
($24.19) 0.0

14 a2C C&RA Ratification: FY98 JTPO/Peer Outreach ($20.00) 0.0

14 a2D C&RA
Ratification: FY98 Rural Gov Commission 
($342.00) 0.3 0.3

14 a3 H&SS Ratification: FY99 Medicaid Services 3,271.6 3,271.6

14 b
Natural
Resources Ratification: FY99 Fire Suppression 3,613.7 250.0 3,863.7

TOTAL RATIFICATIONS 6,891.3 250.0 7,141.3

15 Lapse Prov.Mons

16 mmediate Effective Date
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OFFICE OF THE GOVERNOR
OFFICE O F M ANAG EM ENT AN D  BU D G ET >

February 24, 2000

TONY KNCWLES, GOVERNOR

P.O. BOX 110020 
JUNEAU, ALASKA 9 9 8 1 1 - 0 0 2 0  

PHONE: ( 9 0 7 ) 4 6 5 - 4 6 6 0

F A X :  ( 9 0 7 ) 4 6 5 - 3 0 0 8

The H onorable Sean Parnell 
The H onorable John Torgerson 
The H onorable E ldon M ulder 
T he H onorable G ene Therriault 
A laska S tate Legislature 
S tate Capitol 
Juneau, A K  99801

D ear F inance C om m ittee C o-C hairs:

T he fo llow ing are am endm ents to the G overnor's FY 2000 supplem ental bills, HB 343 and SB 
250. B ack-up inform ation on each item is attached.

C o m m u n ity  a n d  E co n om ic  D evelopm en t
A m end Sec. 8 , pages 3- 4, by  adding a new subsection to read:

(b) T he sum  o f  $140,000 is appropriated from federal receipts to the D epartm ent o f  
C om m unity  and Econom ic D evelopm ent, m unicipal and regional assistance, for operating  costs 
o f  the com m unity  toolbox project for the fiscal years ending June 30, 2000 and June 30, 2001.

H e a lth  &  S ocial Serv ices
A m end Sec. 10(d), page 5, lines 3 -  7, to read:

(d) T he sum  o f  $3,744 ,700  [S4,742,100] is appropriated to the D epartm ent o f  H ealth  and 
Social Services for costs o f  the foster care program  for the fiscal year ending  June 30, 2000, from 
the fo llow ing sources:

G eneral Fund S2,430,300 fS 3 .191.5001
Federal receipts 1,314,400 [ 1,550,600]

A m end Sec. 10(1), pages 5 - 6 ,  lines 30 -  1, to read:
(1) T he sum  o f  $2,361 ,100  [$1,767,700] is appropriated from  federal receip ts to the 

D epartm ent o f  H ealth  and Social Sendees, energy assistance program , low incom e hom e energy 
assistance program , fo r em ergency  heating assistance for the fiscal year ending  June 30, 2000.

D e p a r tm e n t o f  T ra n s p o r ta t io n  a n d  P ublic  Facilities
A m end Sec. 16 by adding a new  subsection to read:

(e) T he sum  o f  $900 ,000  is appropriated from the international airport revenue fund to 
the D epartm ent o f  T ransportation  and Public Facilities, A nchorage airport operations, for 
additional operating  costs for the fiscal year ending June 30, 2000.



M iscellaneous Claims
A m end  Sec. 21(a), pages 8  and 9, to read:
(a) T he fo llow ing  am ounts are appropriated from  the general fund to the fo llow ing agencies to 
pay  m iscellaneous claim s and stale-dated w arrants fo r the fiscal y ear ending June 30, 2000:

D E PA R T M E N T
A dm inistra tion
C orrections
E ducation  and E arly  D evelopm ent 
E nvironm ental C onservation  
F ish  and G am e 
H ealth  and Social Services 
L aw
Natural Resources
P ublic  Safety

A PPR O PR IA TIO N  
$74.502.94 r$66,575.161 

3,073.30 
2,939.83 
5,351.13 

544.00 [444.00] 
23.644.63 T23.313.931 

7,245.65 
2.506.40 
6,869.97

I f  y ou  have any  questions, p lease call m e (465-4660) o r Joan  B row n (465-4681).

Sincerely,

A ttachm ents 
cc: D avid  Teal

Legislative F inance



H o u s e  B i l l  1 5 9  
B e n e f i t  C a l c u l a t i o n  E x a m p l e s  

A s s u m i n g  E m p l o y e e  P a y s  F u l l  A c t u a r i a l  C o s t

Age at
Tier Retirement Police/Fire 20 Year Retirement Liability

Retirement Medical Total
1 45 $ 255,938 $ 26,294 $ 282,232
1 50 243,781 - $ 243,781
1 55 223,940 - $ 228,940

2 45 255,938 $ 255,938
2 50 243,781 - $ 243,781
2 55 228,940 - $ 228,940
2 60 211,291 - $ 211,291

Non Police/Fire
20 year Total

Retirement Employee
Liability Indebtedness Police/Fire Benefit Calculation

Base Lifetime Adjusted
Monthly Actuarial Benefit after

Total Difference Benefit Adjustment Indebtedness
$ 107,707 $ 174,525 $1,875.00 -$1,278.00 $597.00

161,166 $ 82,615 $1,875.00 -$635.00 $1,240.00
216,221 $ 12,719 $1,875.00 -$104.00 $1,771.00

66,810 $ 189,128 $1,875.00 -$1,385.00 $490.00
99,970 $ 143,811 $1,875.00 -$1,106.00 $769.00

151,355 $ 77,585 $1,875.00 -$635.00 $1,240.00
199,553 $ 11,738 $1,875.00 -$104.00 $1,771.00

Retirement benefit calculations are based on the following assumptions: 20 years of Police/Fire service
Average salary of $50,000
Tier 1 means an employee first hired before 7/1/86
Tier 2 means an employee first hired after 6/30/86

Liability means the present value of the amount necessary to fund a retirement benefit for the expected life of a member.

Lifetime actuarial adjustment means the amount reduced from a members retirement benefit to pay an amount owed to the PERS. 
The ajustment is based upon the life expectancy of the member and interest assumptions of the PERS.

The Police/Fire benefit accrues at 2% per year for the employee's first 10 years, and 2.5% thereafter. The non-Police/Fire benefit 
accrues at 2% per year for the employee's first 10 years, 2.25% for the second 10 years, and 2.5% thereafter. The monthly base 
benefit above is calculated as if the employee were a Police/Fire member.

Page 1 o f 1 2/23/00



F Y 2000  S U P P L E M E N T A L S  HB 343  and  S B  250

Gov'sSecff Dept
BRU/
Component Description

Genera
Fund:

I Federa 
Funds

I Othe 
Fund

r Fun< 
Sourci

1
3 Tota1 Funds

Supplemental allowance in budget plan -16.500.C -16,500.0
1 Military & Veterans Disaster Relief Fund for Central Gulf Coast storm systems to be determined
2 Natural Resources Fire Suppression Fire suppression expenditures to date and fixed costs 6,415.1 6,415.1
3 a Law Judgments & Claims 642.4 4.4 PFD Fund 646.8
3 b University Judgment 1,786.1 1,786.1
4 a Administration Leasing Current year leasing shortfall 891.2 891.2
■4 b Admit tislraiion Office of Public 

Advocacy
Operations shortfall

i
508.8 508.8

4 c Administration Public Defender Operations shortfall 250.0 250.0
4 d Administration Senior Services- 

PCSA
Adult Protective Services- General Relief Program shortfall 118.6 118.6

4 e Administration Statewide Supervisory unit training costs per labor contract 50.0 50.0
4 f Administration Ret & Bens 

Group Health
Additional costs of administering retiree medical and long-term 
care plans

747.8 Benefit Sys 
Rcpts

747.8

4 g Administration Ret & Bens PERS Board unanticipated special election 100.0 PERS Fund 100.0
4 h Administration Satellite

Infrastructure
Satellite interconnection capital project scope change n.a. n.a.

4 i Administration Public
Communication
Services

Fund source change in Satellite Infrastructure component from 
Inter Agency Receipts to General Fund

100.0 -100.0 Inter-
Agency
Rcpts

0.0

5 Court System Commission on 
Judicial Conduct

Attorney's fees 19.0 19.0

6 Comm & Econ Dev Additional one-lime AIDEA dividend (appropriated in Sec. 19)
7 Revenue Perm Fund Corp 

Custody & Mgt 
Fees

Investment manageme.it costs 4,000.0 PF Corp Re 4.000.0

8 Comm & Econ Dev Occupational
Licensing

Amend front section relating to carry forward language 450.0 GF/ProgRec 450.0

9 a Ed & Early Dev Day Care 
Assistance

Fully fund PASS II child care assistance program for familities in 
their first year off welfare

1,500.0 Inter-
Agency
Rcpts

1,500.0

9 b Ed & Early Dev Schools for the 
Handicapped

Educational costs for children in state custody in out-of-slate 
residential treatment programs

602.9 602.9

9 c Ed & Early Dev Foundation
Program

Foundation funding reduction due to lower student enrollment, 
ncreased federal impact aid and required local effort

-11,811.2 -11,811.2

9 j Ed & Early Dev Pupil
Transportation

Program shortfall due to some actual cost reimbursements 
sxceeding the projected 3.5% increase, especially in Anchorage, 
<enai and Fairbanks

2,139.7 2,139.7

Office of Management and Budget
.

Page 1 of 3
Released February 7, 200,/



F Y 2000  S U P P L E M E N T A L S  H B  3 4 3  and  S B  250

Gov'sSec # Dept
BRU/
Component Description

Genera
Fund.

I Federa 
Fund:

I Othe 
Fund

r Func 
s Sourer Total Funds

1C a Health & Social Svcs Adult Public 
Assistance

Shortfall in formula program for blind, aged, and disabled adults 440,£ 440.5

1C b Health & Social Svcs Alaska Longevity 
Bonus Hold 
Harmless

Program was funded at low range of caseload and expenditure 
projections

292.2 292.2

1C c Health & Social Svcs Chronic Acute
Medical
Assistance

Program underfunding

i
608.6 608.6

10 d Health & Social Svcs Foster Care Program underfunding 3,191.5 1,550.6 4,742.1
10 e Health & Social Svcs Subsidized 

Adoption and 
Guardianship

Program underfunding - caseload growth. 408.9 408.9

10 f Health & Social Svcs Front Line Social 
Workers

Child protection worker safety and other operating costs 261.8 261.8

10 9 Health & Social Svcs Juvenile Justice Overcrowding at McLaughlin Youth Center - overtime, supplies 
and mental health costs

120.0 120.0

10 h Health & Social Svcs Juvenile Justice Overcrowding at Bethel Youth Facility - overtime and supplies 97.0 97.0
10 i Health & Social Svcs Medicaid Services Program was funded below department projections 6,264.7 6,264.7
10 Health & Social Svcs Abortion services for Medicaid-eligible women as required by court 

orders
300.0 300.0

10 k Health & Social Svcs Child Care 
Benefits

Fully fund PASS II child care payments for families in first year 
after welfare

1,500.0 1,500.0

10 I Health & Social Svcs Energy
Assistance
Program

Low Income Home Energy Assistance Program (LIHEAP) federal 
grant for emergency heating assistance

1,767.7 1,767.7

11 a Law Fair Business 
Practices

Use Safeco/Carrs attorney fee and cost recovery for consumer 
protection cases

40.0 Stat Desig 
Rcpts

40.0

11 b Law Lapse date extension to June 30, 2001 for tort reform and medical 
procedures cases

0.0

12 a Military & Veterans Army Guard National Missile Defense Project planning 24.2 24.2
12 b Military & Veterans Air Guard Additional federal funds available for Crash Rescue Firefighters 212.4 212.4
12 c Military & Veterans Vouth Academy One-time federal funds and funds from Municipality of Anchorage 

to support larger Academy class
582.1 110.5 Stat Desig 

Rcpts
692.6

13 Natural Resources Parks Mgt Use higher fee recovery to maintain and replace outhouses in 
state parks

200.0 GF/'ProgRec 200.0

14 Public Safety Fish and Wildlife 
Protection

^mend front section to use prior-year balances for Fish and 
Wildlife law enforcement costs

0.0

15 3 Revenue Dil & Gas Audit Costs of challenge to oil and gas property tax valuation 150.0 150.0
15 3 Revenue Child Support 

Enforcement
One-time project to eliminate backlog of adjustments to child 
support orders

150.0
I

470.2 3F/ProgRec 620.2

Released February 7, 2000
Office of Management and Budget Page 2 of 3



F Y 2 0 0 0  S U P P L E M E N T A L S  H B  343  and  S B  2 5 0

Gov'sSec# Dept
BRU/
Component Description

Genera
Funds

I Federa 
Fund:

I Othe 
Funds

Fun
Sourc

j
3 Total Funds

16 a Transportation Central Region 
Design & Eng

Additional right-of-way permitting activities 80.0 Stat Desig 
Rcpts

80.0

16 b Transportation Marine Highway Increased fuel costs due to higher oil prices 500.C 500.0
16 c Transportation Northern Region 

Hwys & Aviation
Unanticipated winter storm costs outside declared Central Gulf 
Coast storm disaster area

375.C 375.0

16 d Transportation Northern Region 
Facilities

Unanticipated winter storm costs outside declared Central Gulf 
Coast storm disaster area

25.0 25.0

17 University Planning and design for university museum 500.0 500.0 UA Rcpts 1,000.0
18 a

I
Various Agencies Use 3070.0 estimated lapse of Y2K appropriation to partially fund 

shortfall in Longevity Bonus Grants
0.0

18 b Administration Longevity Bonus Estimated General Funds required to complete funding foi 
Longevity Bonus grants

1,430.0 1,430.0

19 Comm & Econ Dev Capitalize Power Cost Equalization Fund with the additional one­
time AIDEA dividend

8,000.0 AIDEA
Dividend

8,000.0

20 a,b Administration Changes to Fund 
Source Summary 
Section

Change Inter Agency Receipts to General Funds for Sec. 4(i) 0.0

20 a,c Administration Same as above Change Tobacco Settlement General Funds to General Funds to 
reflect actual FY2000 settlement receipts

0.0

20 d Health & Social Svcs Same as above Same as above 0.0
20 e Law Same as above Same as above 0.0
21 Various Agencies Miscellaneous claims & stale-dc ted warrants 115.8 3.7 Marine Hwy 

Sys Fund
119.5

H S i f i n a l 1 SSHBsSjfsXffi?1

22 a1 Administration Ratification: FY98 Personnel (2.4)
22 a2A Comm & Reg Affairs Ratification: FY98 AHFC/State Energy Prg (3.3)
22 a2B Comm & Reg Affairs Ratification: FY98 HSS/Admin Child Trust
22 a2C Comm & Reg Affairs Ratification: FY98 JTPO/Peer Outreach
22 a2D Comm & Reg Affairs Ratification: FY98 Rural Gov Commission (.3)
22 a3 Health & Social Svcs Ratification: FY99 Medicaid Services (3,271.6)
22 b Natural Resources Ratification: FY99 Fire Costs (3,613.7) GF, (250.0) Fed
23 CBR 3/4 vote provision
24 Lapse Provisions
25 mmediote Effective Date

Office of Management and Budget Page 3 of 3
Released February 7, 2000
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E s t i m a t e d  C e n t r a ?  G u l f  C o a s t  S t o r m  C o s t s

As of 11 February 2000 1135

12 
: 85 Jurisdiction Applicant

Public Assistance 
(infrastructure) 

Costs

individual 
Assistance Costs Business Losses

H
O REPORTED VERIFIED REPORTED VERIFIED REPORTED VERIFIED

O>b Cordova City 102,989 2,315,802 815,000 568,000
►b Cordova Telephone Coop 71,000 71,000
n Cordova Eleclric Coop 2,090,804 2,090,604
CD

Municipality of Anchorage Municipality 596,600 596,600 128,400 438,460u Chugach Eleclric Coop 2,467,250 2,187,250
X Kenai Peninsula Borough Borough 15,000 340,000(D
3 Homer Electric Coop 394,000 394,00001
tflra

Central Emergency Servs 9,000
Bear Creek 6,000

3n) Kenai 11,500 11,500
3 Seward 1,178,000 1,178,000

P
w

Valdez City 01,251 81,251 290,000 326,784 122,176
Cooper Valley Electric Co 723,000

c Matanusha Susitna Borough Matanuska Susitna Electri 977,641 977,641
ia
m
€*■

MTA 15,900 19,798

STATE AGENCIES
DNR 5,000

w These fiflurcs me nol included In request DOT- North 865,000
0 lc< (he PreskJinliol Dedaration - FEMA DOT- Central 1,250,000
s preliminary- essessnie.it nol yet done DOE 900,000
ID DMVA-SECC 100,000ID 
■J DMVA-AKANG 46,120
■P
M
00

AK Rail Road 1,200,000 _ . ...
Sub-total 13,106,055 7,947,844 f 2,605,802 1,270,184 | J 568,000 560,836

cn0
►->
ID Tots' Reported Costs 

Total Verified Id Date
16,279,357
9.773,054

mcoi
iCDCD

cnCO

oo

COCO

mPOi—3D>cr>

~nn>DC

CDCD
rocoCDCD
CO

7 0

CD

>0
0

■p>



FY2000 SUPPLEMENTALS HB 343 and SB 250

Gov'sSec# Dept
BRU/
Component Description

Genera
Funds

I Federa 
Funds

Othe
Funds

Fun<
Sourer5 Total Funds

Supplemental allowance in budget plan -16.500.C -16,500.0
1 Military & Veterans Disaster Relief Fund for Central Gulf Coast storm systems to be determined
2 Natural Resources Fire Suppression Fite suppression expenditures to date and fixed costs 6,415.1 6,415.1
3 a Law Judgments & Claims 642.4 4.4 PFD Fund 646.8
d b University Judgment 1,786.1 1,786.1
4 a Administration Leasing Current year leasing shortfall 891.2 891.2
4 b Administration Office of Public 

Advocacy
Operations shortfall

1
508.8 508.8

4 c Administration Public Defender Operations shortfall 250.0 250.0
4 cJ Administration Senior Services- 

PCSA
Adult Protective Services- General Relief Program shortfall 118.6 118.6

4 e Administration Statewide Supervisory unit training costs per labor contract 50.0 50.0
4 f Administration Ret & Bens 

Group Health
Additional costs of administering retiree medical and long-term 
care plans

747.8 Benefit Sys 
Rcpts

747.8

4 9 Adminislration Ret & Bens PERS Board unanticipated special election 100.0 PERS Fund 100.0
4 h Administration Satellite

Infrastructure
Satellite interconnection capital project scope change n.a. n.a.

4 i Administration Public
Communication
Services

Fund source change in Satellite Infrastructure component from 
Inter Agency Receipts to General Fund

100.0 -100.0 Inter-
Agency
Rcpts

0.0

5 Court System Commission on 
Judicial Conduct

Attorney’s fees 19.0 19.0

6 Comm & Econ Dev Additional one-lime AIDEA dividend (appropriated in Sec. 19)
7 Revenue Perm Fund Corp 

Custody & Mgt 
Fees

Investment management costs 4,000.0 3F Corp Re 4,000.0

8 Comm & Econ Dev Occupational
Licensing

Amend front section relating to carry forward language 450.0 GF/ProgRec 450.0

9 a Ed & Early Dev Day Care 
Assistance

Fully fund PASS II child care assistance program for familities in 
their first year off welfare

1,500.0 Inter-
Agency
Rcpts

1,500.0

9 b Ed & Early Dev Schools for the 
Handicapped

Educational costs for children in stale custody in out-of-state 
residential treatment programs

602.9 602.9

9 c Ed & Early Dev Foundation
Program

Foundation funding reduction due to lower student enrollment, 
ncreased federal impact aid and required local effort

-11,811.2 -11,811.2

9 d Ed & Early Dev Pupil
Transportation

Program shortfall due to some actual cost reimbursements 
exceeding the projected 3.5% increase, especially in Anchorage, 
Kenai and Fairbanks

2,139.7 2,139.7

Olfice of Managemenl and Budget Pago 1 of 3
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FY2000 SUPPLEMENTALS HB 343 and SB 250

Gov'sSec!/ Dept
BRU/
Component Description

Genera
Funds

Federa
Funds

Othe
Funds

Func
Source Total Funds

1C a Health & Social Svcs Adult Public 
Assistance

Shortfall in formula program for blind, aged, and disabled adults 440.5 440.5

1C b Health & Social Svcs Alaska Longevity 
Bonus Hold 
Harmless

Program was funded at low range of caseload and expenditure 
projections

292.2 292.2

1C c Health & Social Svcs Chronic Acute
Medical
Assistance

Program underfunding 608.6 608.6

10 d Health & Social Svcs Foster Care Program underfunding 3,191.5 1,550.6 4.742.1
10 e Health & Social Svcs Subsidized 

Adoption and 
Guardianship

Program underfunding - caseload growth 403.9 408.9

10 f Health & Social Svcs Front Lina Social 
Workers

Child protection worker safety and other operating costs 261.8 261.8

10 9 Health & Social Svcs Juvenile Justice Overcrowding at McLaughlin Youth Center - overtime, supplies 
and mental heallh costs

120.0 120.0

10 h Health & Social Svcs Juvenile Justice Overcrowding at Bethel Youth Facility - overtime and supplies 97.0 97.0
10 i Health & Social Svcs Medicaid Services Program was funded below department projections 6,264.7 6,264.7
10 Health & Social Svcs Abortion services for Medicaid-eligible women as required by court 

orders
300.0 300.0

10 k Health & Social Svcs Child Care 
Benefits

Fully fund PASS II child care payments for families in first year 
after welfare

1,500.0 1,500.0

10 I Heallh & Social Svcs Energy
Assistance
Program

Low Income Home Energy Assistance Program (LIHEAP) federal 
grant for emergency heating assistance

1,767.7 1,767.7

11 a Law Fair Business 
Practices

Use Safeco/Carrs attorney fee and cost recovery for consumer 
protection cases

40.0 Stat Desig 
Rcpts

40.0

11 b Law Lapse date extension to June 30, 2001 for tort reform and medical 
procedures cases

0.0

12 a Military & Veterans Army Guard National Missile Defense Project planning 24.2 24.2
12
12

b Military & Veterans Air Guard Additional federal funds available for Crash Rescue Firefighters 212.4 212.4
c Military & Veterans Youth Academy One-time federal funds and funds from Municipality of Anchorage 

to support larger Academy class
582.1 110.5 Stat Desig 

Rcpts
692.6

13 Natural Resources Parks Mgt Use higher fee recovery to maintain and replace outhouses in 
state parks

200.0 GF/ProgRec 200.0

14 Public Safety Fish and Wildlife 
Protection

Amend front section to use prior-year balances for Fish and 
Wildlife law enforcement costs

0.0

15 a Revenue Oil & Gas Audit Costs of challenge to oil and gas property tax valuation 150.0 150.0
15 b Revenue Child Support 

Enforcement
One-time project to eliminate backlog of adjustments to child 
support orders

150.0 470.2 GF/ProgRec 620.2

Released February 7, 2000
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F Y 2000  S U P P L E M E N T A L S  HB 343  and  S B  250

Gov'sSec/i Dept
BRU/
Component Description

Genera
Funds

Federa
Funds

I Othe 
Funds

Func
Source Total Funds

ie a Transportation Central Region 
Design & Eng

Additional right-of-way permitting activities 80.0 Stat Desig 
Rcpts

80.0

ie b Transportation Marine Highway Increased fuel costs due to higher oil prices 500.C 500.0
ie c Transportation Northern Region 

Hwys & Aviation
Unanticipated winter storm costs outside declared Central Gulf 
Coast storm disaster area

375.0 375.0

16 d Transportation Northern Region 
Facilities

Unanticipated winter storm costs outside declared Central Gulf 
Coast storm disaster area

25.0 25.0

17 University Planning and design for university museum 500.0 500.0 UA Rcpts 1,000.0
18 a Various Agencies Use 3070.0 estimated lapse of Y2K appropriation to partially fund 

shortfall in Longevity Bonus Grants
0.0

18 b Administration Longevity Bonus Estimated General Funds required to complete funding for 
Longevity Bonus grants

1,430.0 1,430.0

19 Comm & Econ Dev Capitalize Power Cost Equalization Fund with the additional one­
time AIDEA dividend

8,000.0 AIDEA
Dividend

8,000.0

20 a,b Administration Changes to Fund 
Source Summary 
Section

Change Inter Agency Receipts to General Funds for Sec. 4(i) 0.0

20 a,c Administration Same as above Change Tobacco Settlement General Funds to General Funds to 
reflect actual FY2000 settlement receipts

0.0

20 d Health & Social Svcs Same as above Same as above 0.0
20 e Law Same as above Same as above 0.0
21 Various Agencies Miscellaneous claims & stale-dated warrants 115.8 3.7 Marine Hwy 

Sys Fund
119.5

M M m M U M

22 a1 Administration Ratification: FY98 Personnel (2.4)
22 a2A Comm & Reg Affairs Ratification: FY98 AHFC/Slate Energy Prg (3.3)
22 a2B Comm & Reg Affairs Ratification: FY98 HSS/Admin Child", rusl
22 a2C Comm & Reg Affairs Ratification: FY98 JTPO/Peer Outreach
22 a2D Comm & Reg Affairs Ratification: FY98 Rural Gov Commission (.3)
22 a3 Health & Social Svcs Ratification: FY99 Medicaid Services (3,271.6)
22 b Natural Resources Ratification: FY99 Fire Costs (3,613.7) GF, (250.0) Fed
23 CBR 3/4 vote provision
24 ..apse Provisions
25

. .
remediate Effective Date

Office ol Management and Budget Page 3 ol 3
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R E P R E S E N T A T I V E  A L A N  A U S T E R M A N  A laska Stale Legislature

P.O. Box 2368, Kodiak, Alaska 99615 (907) 486-5930 • Session: State Capitol, Juneau, Alaska 99801 465-2487

February 9, 2000

Governor Tony Knowles 
State of Alaska 
Post Office Box 110001 
Juneau, Alaska 95811

Dear Governor Knowles,

I am hand delivering to you a petition with the signatures of 309 residents of 
Kodiak, regarding the Alaska Department of Transportation's (DOT) decision to close 
the Kalsin Bay Maintenance Station on Kodiak last year.

I think this petition reflects the frustration of many individuals that travel the Chiniak 
Highway, Because of the lack of maintenance and the slow response time from the 
highway crew in town, many lives are being impacted in a negative way.

Road conditions have caused numerous hardships for residents and businesses alike. 
Fuel deliveries have been delayed or canceled. The U.S. mail has been delayed. 
People have been delayed or lost work because the road was impassable do to snow 
and/or ice. Our children have lost valuable time in school because of no 
maintenance or the slow response from 40 miles away.

I would appreciate a reassessment by DOT as to the continued closure of the Kalsin 
Bay Station. I net with DOT Commissioner Perkins about three weeks ago and 
expressed my concern on this topic. To date, I have not gotten a response to my 
inquiry. Last year, DOT told House Finance that a savings of $99,000 was to be 
realized from this closure. It is my understanding that the equipment operator 
position was never cut, only moved to town and that the station is still heated and 
burning lights. How much money has actually been saved by closing this station?

Be ‘

Alan Austerman 
Representative District 6

Cc: Joe Perkins, Commissioner, DOT
Patricia McCloskey

Akhiok • Karluk • Kodiak • Larsen Bay • Old Harbor • Ouzinkie • Port Lions
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The FINANCE Committee considered:

HOUSE BILL NO. 344

Date Referred to Committee: March 8, 2000 FURTHER REFERRALS:

HB 344

DEPT NAT RES & AK HARD ROCK LAND EXCHANGE

"An Act authorizing a land exchange between the Department of Natural Resources and Alaska Hard Rock, Inc.; and 
providing for an effective date."

recommends it be replaced
with the following committee substitute
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STATE OF ALASKA 
2000 LEGISLATIVE SESSION
Revision Date: _______24-Mar-00______________________
Title: Independence Mine Land Exchange between
DNR and Alaska Hard Rock, Inc.

F I S C A L  N O T E
BILL NO. CSH B 344

Dept Affected: Natural Resources 
BRU: Parks & Recreation Management
Component: Parks Management

Sponsor:
Requestor:

Rules
(H) RES Component No #452

Expenditures/Revenues
Note: Amounts do not Include inflation unless otherwise noted below.

(Thousands of Dollars)

OPERATING EXPENDITURES FY2001 FY2002 FY2003 FY2004 FY2005 FY2006
PERSONACSERVICES "
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS -
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (fundcod,) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: $ n/a

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Altach a separate page i f  necessary)

This land exchange will have no Immediate fiscal impact on the Division's budget. It will provide an opportunity to seek a 
viable concession contract for a private operator to manage and maintain all of the historic buildings at Independence 
Mine State Historical Park. This exchange would allow for the concessionaire to operate underground mine lours.

A concession contract would eventually generate some revenue to the state. A revenue stream is at a minimum four 
years away. The land exchange is just the first step in the process.

Jim Stratton /
Parks & OutydpFfce creation ^

Prepared by:
Division:
Approved by Commissioner:

John Shively 
Agency: Natural Resoi/n

Phone; 
Date:

Date:

269-8701
24-Mar-00

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information call the Governor's Legislative Office

hb344.xls
P/lmod: 03/24/2000 7:49 AM Paoe 1 of 1



F I S C A L  N O t €
No: 1

Bill Version: HB 344
STATE OF ALASKA 
2000 LEGISLATIVE SESSION
Revision Date/Time;___________________________________
Title: Independence Mine Land Exchange between
DNR and Alaska Hard Rock, Inc._________________________

BIL (H) Publish  Date: 2 / 7 / 0 0

Dept Affected: Natural Resources 
BRU: Parks & Recreation Management
Component: Parks Management

Sponsor:
Requestor:

Rules
Governor Component No #452

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

(Thousands of Dollars)

OPERATING EXPENDITURES FY2001 FY2002 FY2003 FY2004 FY2005 FY2006
PERSONAl'SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GF’ANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0 .0]

|CHANGE IN REVENUES (fund cod.) 0.0 0.0 0.0 0.0 0.0 0.0|

FUND SOURCE (Thousands of Dollars)
1002 Federal Rpceipts
1003 GF Match
1004 GF
1005 GF/Prcgram Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: $ n/a

POSITIONS
FULL-TIME 0 0 0 C 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)
This land exchange will have no immediate fiscal impact on the Division's budget. It will provide an opportunity to seek a 
viable concession contract fora private operator to manage and maintain all of the historic buildings at Independence 
Mine State Historical Park. This exchange would allow for the concessionaire to operate underground mine tours.

A concession contract would eventually generate some revenue to the state. A revenue stream is at a minimum four 
years away. The land exchange is just the first step in the process.

Prepared by: Jim S t r a t t o n ~
Division: Parks & Outdoor Recreation /

Phone: 
Date:

269-8701
19-Jan-00

Approved by Commissioner:
John Shively 
Natural ResolesAgency:

Date: /  -  / ? -

17~
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

COMMITTEE QOPYorfurtherdis,rit)Utiori information call the Governor's Legislative Office
2IMSHP land exchanga.xls
Printed: 01/19/2000 8:42 AM Paoo 1 of 1



F I S C A L  N O T #  Bill Version: HB 344
No: 1

STATE OF ALASKA 
2000 LEGISLATIVE SESSION
Revision Date/Time]___________________________________
Title: Independence Mine Land Exchange between
DNR and Alaska Hard Rock, Inc._________________________

BIL (H) Publish Date: 2 / 7 / 0 0

Dept Affected: Natural Resources 
BRU: Parks & Recreation Management
Component: Parks Management

Sponsor:
Requestor:

Rules
Governor Component No #452

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

(Thousands of Dollars)

OPERATING EXPENDITURES FY2001 FY2002 FY2003 FY2004 FY2005 FY2006
PETR'SUNAE SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 o.o|

CHANGE IN REVENUES (tundcodo) 0.0 0.0 0.0 0.0 O b p b

FUND SOURCE (Thousands of Dollars)
1092 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: $ n/a

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

This land exchange will have no immediate fiscal impact on the Division's budget. It will provide an opportunity to seek a 
viable concession contract for a private operator to manage and maintain all of the historic buildings at Independence 
Mine State Historical Park. This exchange would allow for the concessionaire to operate underground mine tours.

A concession contract would eventually generate some revenue to the state. A revenue stream is at a minimum four 
years away. The land exchange is just the first step in the process.

mJim Stratton
Parks & Outdoor Recreation z

Phone: 
Date:

269-8701
19-Jan-00

Date:
  £ r  1

/  -  / f -

Prepared by:
Division:
Approved by Commissioner: /

John S h iv e ly ^ ^ g ^ ^ ^ f c ^  ^  ^
Agency: Natural ResoprCes /  * _________________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 
COMMITTEE QOPY0̂ ^ 6̂ 151̂ ’100 infomiation cal1 the Governor's Legislative Office

2IMSHP land oxchange.xls
Printed: 01/19/2000 8:42 AM Page 1 o f l



F I S C A L  N O T t ^  Bill Version: HB 344
No: 1

STATE OF ALASKA 
2000 LEGISLATIVE SESSION
Revision Date/Time]________________________________________
Title: Independence Mine Land Exchange between
DNR and Alaska Hard Rock, Inc._____________________________

BIL (H ) Publish Date: 2 / 7 / 0 0

Dept Affected: Natural Resources 

BRU: Parks & Recreation Management
Component: Parks Management

Sponsor:
Requestor:

Rules
Governor Component No #452

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

(Thousands of Dollars)

OPERATING EXPENDITURES FY2001 FY2002 FY2003 FY2004 FY2005 FY2006
PERSONAL SERVICES ~ '
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (fundcodo) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: $ n/a

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)
This land exchange will have no immediate fiscal impact on the Division's budget. It will provide an opportunity to seek  a 
viable concession contract for a private operator to manage and maintain all of the historic buildings at Independence 
Mine Stale Historical Park. This exchange would allow for the concessionaire to operate underground mine tours.

A concession contract would eventually generate some revenue to the state. A revenue stream is at a minimum four 
years away. The land exchange is just the first step in the process.

 ________________________
Prepared by: Jim S tra tto n /^>*^%  Phone:
Division: Parks & Outdoor Recreation / '  _________________ D ate:
Approved by Commissioner: yT

John Date:
Natural Resources /  ^

269-8701
19-Jan-00

Agency: ZZL
/  -

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 
COMMITTEE Q O P \ ^ o r ûr*lier distribution inf°rmation call Governor's Legislative Office

2IMSHP land exchanB8.xls
Printed: 0 1 /1 9 /2 0 0 0  8 :4 2  AM Page 1 o f 1



F I S C A L  N O T  Bill Version: HB 3 4 4

STATE OF ALASKA B IL '(H )  Publish Date: 2 / 7 / 0 0
2000 LEGISLATIVE SESSION
Revision Date/Time: Dept Affected: Natural Resources

— — — ---------------

Title: Independence Mine Land Exchange between BRU: Parks & Recreation Management

DNR and Alaska Hard Rock, Inc. Component: Parks Management

Sponsor: Rules
Requestor: Governor Component No #452

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below

(Thousands of Dollars)

OPERATING EXPENDITURES FY2001 FY2002 FY2003 FY2004 FY2005 FY2006
PERSONAL SERVICtS
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0| 0.0| 0.0 0.0

CHANGE IN REVENUES (fund cod.) o o o o 0.0 0.0 o o p o

FUND SOURCE (Thousands of Dollars)
1002 federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: $ n/a

POSITIONS
FULL-TIME 0 0 0 0 0 C
PART-TIME 0 0 0 0 0 C
TEMPORARY 0 0 0 0 0 C

ANALYSIS: (Attach a separate page if necessary)
This land exchange will have no immediate fiscal impact on the Division's budget. It will provide an opportunity to seek a 
viable concession contract for a private operator to manage and maintain all of the historic buildings at Independence 
Mine State Historical Park. This exchange would allow for the concessionaire to operate underground mine tours.

A concession contract would eventually generate some revenue to the state. A revenue stream is at a minimum four i 

years away. The land exchange is just the first step in the process.

. - T
Prepared by: Jim S t r a t t o n / ^ v ^ ^ / ^ ^ ^ P ? Phone : 269-8701
Division: Parks & Outi^dbr Recreation / Date: 19-Jan-00
Approved by Commissioner: <-. j z ? '  /  s ?  s  

John Shively-X^ < 2 ^ ^ / C ^ ^ :5' /S v 7 Date: /  - / f -  kk&CO
Agency: Natural Resotjrfces /

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
COMMITTEE COPYor ̂urt^er distribution information call the Governor's Legislative Office

2IMSHP land axchanga.xls
Printed: 0 1 /1 9 /2 0 0 0  8:42  AM Page 1 o f 1
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Februarv 3. 2000

The Honorable Brian Porter 
Speaker o f  the House 
A laska State Legislature 
State Capito l 
Juneau, A K  99801-1182

Dear Speaker Porter:

This b ill I transm it today w ou ld  provide legislative approval o f  a land exchange agreement 
between the state Department o f  Natural Resources, and Alaska Hard Rock. Inc. The purpose o f  
the land exchange is fo r the state to acquire private land located w ith in  and adjacent to 
Independence M ine  State H istorica l Park, near Hatcher Pass. The land to be acquired w ou ld  be 
developed to enhance the interpretive and recreational uses o f  the park. The land the state is 
exchanging is also located in the Hatcher Pass area and is presently under perm it to A laska Hard 
Rock. Inc., w h ich  is interested in receiving title.

State law  requires leg is la tive approval o f  land exchanges invo lv ing  lands o f  unequal appraised 
value. In this proposed exchange, the state w il l receive land appraised at S87.000 w h ile  
conveying land appraised at S66.500. Alaska Hard Rock, Inc. is agreeable to this unequal 
exchange and w il l  be receiving a federal tax credit fo r the difference.

A dd ing  this land to the Independence M ine State H istorica l Park, particu la rly  the underground 
m ine tunnels, w il l  greatly add to the tourism potential o f  the park. The D N R  expects to contract 
w ith  a private  concession to run tours and m aintain the h istoric build ings in the park, saving a 
part o f  A laska's h istory w h ile  increasing economic a c tiv ity  in the area.

A  copy o f  the land exchange agreement between the D N R  and Hard Rock. Inc.. is being 
provided to the legislature. The DNR has available a report that explains the proposed exchange 
in more detail.

Sincerely.

Ton5p<jiowIes
Governor



Final Report and Best Interest Findings 

on Proposed Land E vehange 

between Alaska Hardrock, Inc. and 

the State of Alaska for the 

Division of Parks and Outdoor Recreation

January  14, 2000

Introduction

The proposed land exchange between the State o f  A laska fo r the D iv is io n  o f  Parks and O utdoor 
Recreation and A laska Hardrock, Inc. proposes to trade five  parcels o f  state land, to ta ling  107 
acres, in  the U pper W illo w  Creek V a lley fo r 118 acres o f  m ineral/subsurface estate in 
Independence Valley. A l l  parcels are in  the Hatcher Pass area o f  the Talkeetna M ounta ins, 
approxim ate ly  20 m iles north o f  Palmer and w ith in  the M atanuska-Susitna Borough. R efer to 
the map enclosed w ith  this report, and the detail description below , fo r specific parcel locations.

The purpose o f  the exchange is fo r the D iv is ion  o f  Parks and O utdoor Recreation to acquire the 
“ water tunne l” , the m ain tunnel o f  the o ld Independence M ine  tunnel w orkings fo r add ition  to 
Independence M ine  State H istorica l Park. Gold m in ing  is an integra l park o f  A laska ’ s h is tory 
and the D iv is io n  o f  Parks and Outdoor Recreation w ou ld  like  to preserve and in terpret th is 
particu la r piece o f  A laska ’ s gold  m in ing  history.

The D iv is io n  o f  Parks and O utdoor Recreation and A laska H ardrock, Inc. started serious 
negotiations in  1998. On June 29, 1999, both parties signed a P re lim ina ry  Exchange Agreem ent. 
A ccord ing  to that agreement, survey and appraisal w o rk  were done in  late sum m er and early fa'.I 
o f  1999. Surveys w il l receive fina l borough approval in  January, 2000. The fin a l appraisal was 
received in  late November. December 7, 1999 through January 10, 2000 was the 30-day pub lic  
notice period  on the exchange, related m ineral closures, area and management p lans’ exceptions 
and land classifica tion  changes. The exchange .w ill go before the A laska Legislature fo r 
approval. I f  approval is received, deeds w il l  be exchanged w ith in  60 days o f  leg is la tive  
approval.

This report is the land exchange report i .quired by A laska Statute 38.50.130.

P ublic  N otice  and C om m ent Period

Public N o tice  fo r the land exchange started Tuesday, December 7, 1999. Public com m ent was 
accepted by the two D iv is io n  o f  Parks and Outdoor Recreation o ffices listed be low  from  
Tuesday, December 7, 1999 through to 4:30 pm, M onday, January 10, 2000.



Alaska Hardrock, Inc./Division o f Parks Proposed Land Exchange Final Report

Parks Contact Person in  Anchorage:
K a th ryn  Reid
ph: (907) 269-8708
fax: (907) 269-8907
em ail: Kathryn_Reid@ dnr.state.ak.us

A laska State Parks 
550 W  7th A v . Suite 1380 
Anchorage, A K  99501-3561 
(7th and F Streets)

W asilla /Palm er Parks O ffice:
M at-S u  Area O ffice  
A laska  State Parks 
H C  32, B ox  6706 
W asilla , A K  99654

p h : (907)745-3975 
fax: (907) 745-0938
location: M ile  0.4 Bogard Rd, F inger Lake SRS 
Area Superintendent - Dale B ingham

T h e  A p p r a i s a l

The appraisal contract was awarded to Fo lle tt &  Associates o f  Anchorage, A laska. The appraiser 
is E ric G. F o lle tt, M A I. The appraisal is titled  A ppraisa l o f  H atcher P ass P roperties fo r  a L and  
Exchange, Palm er, Alaska, herein re firre d  to as the land exchange appraisal. The va luation date 
o f  the appraisal is September 21, 1999.

State land go ing to A laska Hardrock, Inc. was appraised as land estate only. M ine ra l estate was 
not included since the State can not deed the m ineral estate in  th is circumstance.

M ineral/subsurface estate going to the D iv is io n  o f  Parks and O utdoor Recreation from  A laska 
H ardrock, Inc. was appraised at two levels. One was the rem ain ing gold/m inera l value le ft in  
these patented federal m in ing  claims. The other is the “ tourism  value”  o f  the tunnel. The 
D iv is ion  o f  Parks and O utdoor Recreation plans to renovate the tunnel and conduct tours in  it. 
This is a recreational value, not a m ineral value. The basis o f  this portion  o f  the appraisal was a 
com parison o f  underground m in ing  tunnel tours conducted in  the low er 48, since there is no 
comparable operation in  Alaska. Park s ta ff assisted in the gathering o f  data on these 
underground m in ing  tunnel tours. E x is ting  tours researched ranged from  h is toric  m ines to active 
com m ercia l m ines fo r gold, s ilve r and coal.

L aw  in  A laska is unclear as to whether the subsurface or surface estate owner has non-m in ing  
rights to underground tunnels. The D iv is io n  o f  Parks and O utdoor Recreation has received 
verbal in fo rm a tion  that both surface and subsurface estate owners agree that the subsurface estate 
owner, A laska  Handrock, Inc., has the non-m in ing  rights to the underground tunnels. The 
D iv is io n  o f  Parks and O utdoor Recreation has requested that A laska Hardrock, Inc. receive this 
statement in  w ritin g  from  Starkey W ilson, surface estate owner.

There was one copy o f  the land exchange appraisal available fo r pub lic  rev iew  at each o f  the 
D iv is io n  o f  Parks and O utdoor Recreation offices listed below.
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Parks Contact Person in  Anchorage:
K a th ryn  R eid
ph: (907) 269-8708
fax: (907) 269-8907
em ail: Kathryn_Reid@ dnr.state.ak.us

A laska State Parks 
550 W  7lh A v . Suite 1380 
Anchorage, A K  99501-3561 
(7 th and F Streets)

W asilla /P alm er O ffice :
M at-S u  A rea O ffice  
A laska  State Parks 
H C  32, B ox  6706 
W asilla , A K  99654

ph: (907) 745-3975 
fax: (907) 745-0938
location: M ile  0.4 Bogard Rd, F inger Lake SRS 
Area Superintendent - Dale B ingham

L e g a l  a n d  P h y s i c a l  D e s c r i p t i o n s  o f  L a n d  I n v o l v e d  p l u s  A p p r a i s e d  V a l u e

Parcels to be Acquired by the State Division of Parks and Outdoor Recreation

The D iv is io n  o f  Parks and O utdoor Recreation w i l l  receive m ineral/subsurface estate fo r eight 
federal m in in g  cla im s from  Alaska Plardrock, Inc. The surface estate is owned by a d iffe ren t 
party, Starkey W ilson, and therefore not part o f  this trade. These m in ing  claims are in  Sections 
2 8 ,2 9  and 33, Tow nship  20 N orth , Range 1 East, Seward M e rid ia n  (T20N, R1E, SM ). The e ight 
federal m in in g  cla im s are as fo llow s:

Independence Lode USM S 958 -A  17.75 acres
Granite M oun ta in  USM S 958-A  13.14 acres
Granite M oun ta in  #1 USM S 958-A  12.90 acres
Granite M oun ta in  #2 USMS 961/2046 13.45 acres
Granite M oun ta in  #3 USM S 961/2046 16.53 acres
Lois F raction USM S 2041 7.79 acres
Snow bird  USM S 2041 18.11 acres
H om estake#4 USM S 980 19.72 acres
overlap o f  L o is  Fraction and Granite Mt.. #3_______ -1.21 acres
Tota l acreage to  the State 118.18 acres

This property has the m ain m in ing  tunnel, called the water tunnel, and numerous side tunnels o f  
the o ld  Independence M ine  tunnel w ork ings. The firs t six m in in g  claims listed are crossed by the 
water tunnel. O f  these six, one - Granite M ounta in  #3 -  is cu rren tly  w ith in  Independence M ine  
State H is to ric  Park boundary. The other five  are adjacent to the park on the northwest com er o f  
the park. The last tw o  m in ing claims are also w ith in  the current Independence M in e  State 
H is to ric  Park boundary, but are not crossed by the water tunnel. Homestake #4 m in in g  cla im  is 
not contiguous w ith  the other seven cla im s. Th is property w i l l  be managed as part o f  
Independence M in e  State H is to ric  Park. See the map enclosed w ith  this report.

January 14, 2000 page 3

mailto:Kathryn_Reid@dnr.state.ak.us


Alaska Hardrock, Inc./Division o f Parks Proposed Land Exchange Final Report

The water tunnel is in  re la tive ly good cond ition  except fo r  the tunnel floor, w h ich  has a layer o f  
mud and water. The tunnel is an average 10 feet in  diameter, level, and runs in  a general east- 
west d irection . I t  can be cleaned and repaired, and the ra ilroad track restored, fo r use in  an 
underground tunnel tour. A l l  other tunnels, o f  w h ich  there is approxim ately 15 m iles, are sm all, 
narrow  and unsafe.

The appraisal tourism  value o f  the m ain tunnel is $63,000. The remaining go ld /m inera l value is 
$24,000. To ta l appraised value fo r these eight m in ing  cla im s is $87,000.

Parcels to be Acquired by Alaska Hardrock, Inc.

A H I w i l l  receive 5 parcels o f  state land in  Upper W illo w  Creek Valley, on the other side o f  
Hatcher Pass from  Independence M ine  State H is to ric  Park. B y  law, the State can not g ive  fee 
s im ple estate in  this circumstance. A H I w il l  receive land estate, defined here as fee s im ple  estate 
less m inera l rights reserved under A laska Statute 38.05.125(a). The land estate includes the r ig h t 
to so il, gravel, etc. A  state m ineral closure w il l be placed on these parcels.

Parcel One, called the Lucky Shot M il l  Site, is found in the N E1/4  o f  Section 2, Tow nsh ip  19 
N orth , Range 1 West, Seward M erid ian. This rectangular parcel sits on a m ostly leve l, lo w  ridge 
top on H atcher Pass Road at m ile  23. Some maps have this road labeled as W illo w  Creek Road. 
There are several build ings on the property related to gold m in ing , such as a m il l bu ild ing , shop, 
o ffice , bunkhouse, and water treatment fa c ility . These were b u ilt by previous leasees o f  the 
property, no t the State. Therefore, the build ings are not state owned, and were no t included in  
the land exchange appraisal. The State currently leases this parcel to A laska Hardrock, Inc.
There are tw o  leases, one is a land lease, AD L#207065, issued to A laska Hardrock, Inc., w h ich  
A laska Hardrock, Inc. has requested cancel la tion o f  as a duplicate, and an upland m in in g  lease, 
A D L#534898, under the name o f  Thor G old Alaska, Inc. Due to a jo in t  venture and te rm ina tion  
agreement between Alaska Hardrock, Inc. and Thor G old Alaska, Inc. to acquire the L u cky  Shot 
m il l  site, T ho r G old Alaska, In c ’s name remains on the lease, but A laska Flardrock, Inc. is the 
ow ner and user o f  a ll build ings and equipment. As part o f  the term ination agreement, T h o r G o ld  
A laska, Inc. w i l l  turn over the lease to A H I no later than the year 2009. The upland m in ing  lease 
w ou ld  be canceled i f  the land exchange is approved. I f  not, th is lease w il l  remain active. There 
are no u tilit ie s  available in  the area. The Lucky Shot M il l  Site is 29.24 acres and its boundary 
defined as T ract B o f  state survey ASLS 98-45. A SLS  98-45 w il l  receive fina l approval by the 
end o f  December, 1999. The appraised value fo r the Lucky  Shot M il l  Site is $25,000, 
approxim ate ly $850/acre.

Parcel T w o , called the W illo w  Creek Decline, is found in  the SE1/4 o f  Section 29, and the N E 1 /4  
o f  Section 32 o f  Township 20 N orth , Range 1 East, Seward M erid ian. This irregu la r shaped 
parcel sits in  the bow l at the end o f  Upper W illo w  Creek. Access is by Upper W illo w  Creek 
Road, a one-lane d irt road w ith  a ju n c tion  at m ile  20.5 o f  Hatcher Pass Road. T h is  parcel has 
the western entrance to the water tunnel and two build ings. The buildings are fro m  the 1980s 
when the parcel was used as a m il l site. Both build ings are in  very poor cond ition  and were not 
b u ilt by the State. Therefore they are not included in  the appraisal, although the tunnel entrance 
is. The upper tw o-th irds o f  the parcel is steep enough to be avalanche prone. Therefore, on ly  the
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low er one-th ird  could be developed. One o f  the build ings has received m ajor damage due to 
avalanche. A laska Hardrock, Inc. has state m in ing  claims on this parcel. I f  the land exchange is 
approved, A laska  Hardrock, Inc. w il l  e ither close the claims, or alter the boundaries to exclude 
th is parcel, since a m ineral closure w il l  be placed on it. There are no u tilities  availab le in  the 
area. The W illo w  Creek Decline is 40.95 acres and its boundary defined as state survey ASLS  
98-44 (21.57 acres), plus federal m in ing  c la im  Brightness #2, USM S 2047 (19.38 acres). A SLS  
98-44 w i l l  receive fina l approval by the end o f  January, 2000. The appraised value fo r the 
W illo w  Creek Decline parcel is $26,000, approxim ately $623/acre.

Parcel Three, called the Lucky Shot Tunnel, is found in  the SW 1/4 o f  Section 35, T ow nsh ip  20 
N orth , Range 1 West, Seward M erid ian. Th is “ L ”  shaped parcel sits on the northw ard side o f  
Hatcher Pass Road at m ile  24. The entire parcel is prone to avalanches due to the steep 
m ountainside north  o f  the property. The on ly  development is the Lucky Shot M ine  tunnel 
entrance and a private, one-lane road fo r tunnel access. There are no u tilities  availab le in the 
area. The Lucky  Shot Tunnel is 26.87 acres and its boundary defined as Tract A  o f  state survey 
A S LS  98-45. ASLS  98-45 w il l  receive fin a l approval by the end o f  December, 1999. The 
appraised value fo r the Lucky Shot Tunnel parcel is $13,000, approxim ately S475/acre.

Parcel Four, called Tract B , is Tract B in  Section 35, Township 20 North, Range 1 West, Seward 
M erid ian . There are no u tilities  available in  the area and no road access to the parcel. This 
irregu la r shaped parcel is on a steep mountainside and adjacent to Tract C. Tract B is 7.96 acres 
and its boundary defined by the surrounding federal m in ing  claims. The appraised value fo r 
Tract B is $2000, approxim ately $250/acre.

Parcel F ive, called Tract C, is Tract C in  Sections 34 and 35, Township 20 N orth , Range 1 West, 
Seward M erid ian . There are no u tilities  available in  the area and no road access to the parcel.
Th is  irregu la r shaped parcel is on a steep mountainside and adjacent to Tract B. T ract C is 2.09 
acres and its boundary defined by the surrounding federal m in ing  claims. The appraised value fo r 
T ract C is $500, approxim ately $250/acre.

Tota l acreage fo r a ll five  parcels is 107.11. The total appraised value fo r all f ive  parcels is 
$66,500.

Summary of Appraised Values and Land Involved

The charts below , summarize w ith  rounded figures the land acquired on both sides o f  the trade.

Sum m ary o f  M in in g  Claim s going to D iv is ion  o f  Parks and Outdoor Recreation
Mineral/subsurface Value Acreage Value per Acre Total Value
M inera l Value 118 $200/acre $24,000
Tourism  Value n/a n/a $63,000
Total 118 n/a $87,000
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Summary o f  Parcels going to A laska Hardrock, Inc.

Parcel Name Acreage Value per Acre Total Value
1) L u c k y  Shot M i l l  Site 29 $850/acre $25,000

2) W il lo w  D ecline 41 $625/acre $26,000

3) L u cky  Shot Tunnel 27 $475/acre $13,000

Tract B & C 10 $25 0/acre $2,500

Totals 107 S620/acrc S66,500

Both  state and A laska Hardrock, Inc. lands are not in  the coastal zone. N either are they wetlands 
or in  a floodp la in . The parcels are w ith in  the Matanuska-Susitna Borough, but there is no zoning 
in  the area.

A ltho u gh  the value difference between the state land and A laska Hardrock, Inc. land is 
approxim ate ly $20,000, both parties s till agree to the exchange. The acreage is invo lved  in the 
exchange is close and A laska Hardrock, Inc. w il l receive a tax cred it fo r the value difference.

L e g i s l a t i v e  A p p r o v a l

Since this is an unequal value exchange, i t  must receive Leg is la tive  approval.

L a n d  P l a n n i n g  a n d  C l a s s i f i c a t i o n

The W illo w  Sub-Basin A rea Plan, October 1992, sets out general management in tent and land 
class ifica tion  fo r the Hatcher Pass area. The plan specifies that the area w il l be managed 
p rim a rily  fo r  m in ing , recreation, grazing, and fish and w ild life  related uses such as hunting  and 
p rov id ing  habitat. The plan classified the land as m inerals and pub lic  recreation land.

The Hatcher Pass Management Plan spells out more specific management in tent fo r the area.
The management in tent fo r the Independence V a lley subunit is to protect habitat, the scenic 
vistas and the h is to ric  character, to encourage tourism  and the continued m in ing  on existing 
claims. The management intent fo r the W illo w /C ra ig ie  Creek subunit, which includes the Upper 
W illo w  Creek V a lley , is to encourage m ineral development, the continuance o f  a varie ty  o f  
recreation activ ities, and protection o f  habitat and scenic vistas. The plan recognizes that a 
balance is needed between the protection o f  h istoric m in ing  sites and the nourish ing o f  current 
com m ercia l m in ing  w ith in  the area.

B oth  plans support the expansion o f  Independence M ine  State H is to rica l Park and the m ineral 
closure fo r land go ing to the park. Both plans lis t the Upper W illo w  V a lley  as m inera l or pub lic  
recreation lands. State lands to be traded should be either unclassified, or c lassified as 
settlement, agricu lture , or reserved use. Therefore, by classification, land in the U pper W illo w  
V a lley  is not open fo r a land exchange. The intent o f  the plans is to support m in in g  in  the area,
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and the state land to be receive by A laska Hardrock, Inc. is fo r  the support o f  the ir m in ing  
operation. In  order to reclassify the land, a special exception a llow ing  a change o f  c lassifica tion 
fo r the fiv e  parcels o f  state land going A laska Hardrock, Inc. is proposed. Please see the 
proposed special exception to the W illo w  Sub-Basin A rea Plan and Hatcher Pass Management 
Plan and the proposed land classification order #99-003 enclosed w ith  this report.

This rec lassifica tion  is on ly fo r the 107 acres o f  state land going to A laska Hardrock, Inc. No 
other land in  the Hatcher Pass area w il l  be reclassified because o f  this land exchange.

A  m inera l closure w il l  be placed on the lands invo lved  in  this land exchange. The m ineral 
closure is o n ly  fo r the land described in  this report and part o f  th is land exchange. N o  other land 
in  the Hatcher Pass are w il l be closed to new  m ineral entry through the mineral closure related to 
this land exchange.

The m inera l closure fo r the land going to the D iv is io n  o f  Parks and Outdoor Recreation is 
supported by the W illo w  Sub-Basin A rea Plan and the Hatcher Pass Management Plan. Both 
plans support Independence M ine  State H is to rica l Park and the need to preserve h istorica l land 
marks. The park already has a m ineral closure on it. Independence V a lley is listed fo r both 
active m in in g  and mineral closures fo r pub lic  recreation purposes.

N e ither p lan supports a m ineral closure in  the Upper W illo w  V a lley . Both plans support public 
recreation o r m in ing  in  this area. Yet, the state lands to be transferred to A laska H ardrock, Inc. is 
fo r the support o f  the ir m in ing  operation. A  m ineral closure on the state land go ing to A laska 
Hardrock, Inc. prevents the d isruption o f  the fac ilities A laska Hardrock, Inc. has on these lands, 
and any im provem ents they may make, from  anyone who m igh t stake a m in ing c la im  under thest 
parcels. Since the intent o f  the plan is to support m in ing  in  U pper W illo w  V a lley , and the 
m ineral closure on these parcels also supports m in ing  in the same area, this m inera l closure is 
consistent w ith  the plan intent. Please see the proposed m inera l order #753 enclosed w ith  this 
report.

B e n e f i t s  o f  t h e  E x c h a n g e  

Benefit to the State
A cqu ir ing  the o ld Independence M ine  tunnels supports the D iv is io n  o f  Park and O utdoor 
Recreation’s goal o f  preserving and in terpreting A laska ’s cu ltura l heritage. Independence M ine  
State H is to ric  Park currently has the surface build ings o f  Independence M ine camp w ith in  the 
park. The cam p’s purpose was to m ine gold. Inc lud ing  the tunnels in  the park completes the 
h is toric  p icture o f  Independence M ine. Through a proposed concession contract w ith  a private 
operator, the D iv is io n  c f  Parks and O utdoor Recreation plans to renovate the water tunnel so 
pub lic  tours can be conducted underground. This w il l  g ive the park v is ito r a better understanding 
o f  how  the m iners worked, as w e ll as where they lived.
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A cq u ir in g  the tunnels also supports the D iv is io n  o f  Parks and Outdoor Recreation’ s goal o f  
p ro v id ing  support to the state’ s tourism  industry. Long  term  management plans fo r 
Independence M ine  State H is to ric  Park include the poss ib ility  o f  a private concession contract. 
The op tion  o f  underground tours, e ither as part o f  a package or by itself, make a concession 
contract m uch m ore viable.

Note: The goals fo r the D iv is io n  o f  Parks and O utdoor Recreation are listed in the A laska  State  
P ark  System : S tatew ide Framework, June 1982

Benefits to Alaska Hardrock, Inc.:

A laska  H ardrock, Inc. has a lease fo r the L u cky  Shot M il l  Site. I f  they own the property, they no 
longer have to pay the rent to the State. They also can make improvements or create new  
developm ent w ith o u t needing to changing the ir agreement w ith  the State.

The L u cky  Shot Tunnel and W illo w  D ecline  parcels have tunnel entrances w h ich  g ive access to 
state m in in g  cla im s and patented federal m in in g  cla im s owned by A laska Hardrock, Inc. B y  
possessing these parcels, A laska Hardrock, Inc. secures permanent tunnel access and has the 
a b ility  to make improvements to tunnel access areas w ithou t needing to pay fees to, o r getting 
perm ission from , the State Department o f  N a tura l Resources or other state agencies, such as the 
Departm ent o f  Environm ental Conservation.

Tracts B and C s it in  the m idd le  o f  the patented federal m in ing  claim s owned by A laska 
Plardrock, Inc. B y  receiving tit le  to these parcels, A laska Hardrock, Inc. no longer has an 
in h o ld ing  o f  state land. I f  they expand the ir m in ing  operation, they do not need to be concerned 
w ith  encroaching o r trespassing on state land.

Securing a ll fiv e  parcels a llows A laska Hardrock, Inc. to consolidate their property and secure 
permanent ownership to lands that are key to the ir m in ing  operation. Due to the lo w  price o f  
gold, A laska  Hardrock, Inc. is considering running gold  m ine tunnel and m ill site tours.
Securing ownership fo r these lands is key to  this business as w e ll. A laska Hardrock, Inc. is also 
considering a bed and breakfast or sm all lodge on the Lucky  Shot M il l  Site to help fac ilita te  a 
touris t type business.

A l t e r n a t i v e s

Independence M in e  camp and tunnels is a unique resource fo r Alaskans. This is w hy the camp 
was made in to  a h istorical park. There is no alternative land fo r purchase w ith  the cu ltu ra l 
resource o f  the water tunnel. The on ly  a lternative to a land exchange would be to purchase the 
land fro m  A laska  Hardrock, Inc. A laska H ardrock, Inc. indicated that they w ou ld  not want to 
sell, but w ou ld  accept a land trade. A no ther benefit o f  this exchange is the cost to the State fo r 
the land trade is less than the appraised value o f  the water tunnel property. The State also does 
not have the funds to purchase the property. The last a lternative would be to forego purchase the
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tunnel altogether. As stated above, th is is a unique resource. To lose this oppo rtun ity  to obta in 
tliis  p roperty at a cost less than the appraised value w ou ld  not be in  the best interest o f  the State

W ithou t the m ine tunnel and tour, the opportun ity  fo r a concession contract to operate and 
m ain ta in  the h istorica l build ings at Independence M ine State H istorica l Park w ou ld  be 
s ig n ifican tly  dim inished. The State is not in  a position to continue funding the maintenance on 
these h is torica l build ings. P re lim ina ry  contacts w ith  potentia l private operators ind icate  that a 
tour oppo rtun ity  is needed fo r the entire pro ject to be econom ica lly viable. W ith o u t a 
pub lic /p riva te  partnership, the m ine bu ild ings w il l  continue to deteriorate.

The parcels going to A laska Hardrock, Inc. are also a unique resource fo r A laska H ardrock, Inc. 
There are no alternatives to the m il l site, or access fo r the ir m in ing  claims and tunnels. The ir 
on ly  alternative w ould be to bu ild  other tunnel entrances or m ill sites, provided they could find  
nearby private  property to purchase. W h ile  there may be nearby private property to purchase fo r 
tunnel entrance sites, find ing  nearby private property to purchase fo r a m il l site that is not prone 
to avalanches is very un like ly . Even i f  there was property to purchase that meets the ir 
requirements, to rebuild w ou ld  be p ro h ib it ive ly  expensive.

The State could  sell these parcels, but the sale w ou ld  have to be a com petitive sale open to the 
pub lic . The State could not sell the property d irec tly  to A laska Hardrock, Inc. and A laska 
Hardrock, Inc. has no guarantee o f  a w in n ing  bid. Since A laska Hardrock, Inc. is unable to 
d irec tly  purchase the property w ith  the existing fac ilities  from  the State, they are w il l in g  to trade 
fo r it.

This land exchange allows each party to attain what they want. N o  other alternative achieves th is 
k ind  o f  w in /w in  situation fo r e ither party.

P u b l i c  C o m m e n t  R e c e i v e d

The p ub lic  notice and comment period ran from  December 7, 1999, through January 10, 2000. 
Newspaper d isp lay ads appeared in  the Anchorage D a ily  News on Friday, Decem ber 10 and 
Sunday, December 19. D isp lay ads also appeared in the Frontiersman on Friday , December 10 
and Friday, December 17. Legal classified ads appeared in  the Juneau Em pire and the Fairbanks 
news M in e r on Friday, December 10 and Sunday, December 19.

D ocum entation on the proposed land exchange was mailed in the firs t fu ll week o f  December to 
the fo llo w in g : 1) a ll native corporations and villages w ith in  the M at-Su Borough; 2) a ll 
com m un ity  councils w ith in  the M at-Su Borough; 3) a ll property owners w ith in  a s ix  m ile  radius, 
inc lud ing  state and federal m in ing  c la im  holders - this encompassed four townships; 4) a ll 
members o f  the legislature; 5) a ll state department commissioners, the governor's o ffice , and the 
M at-Su Borough; 6) user groups o f  the area and other interested organizations.
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In add ition, a pub lic  notice sign w ith  map was mailed to every post o ffice  fo r p ub lic  posting in  
the M at-Su B orough and the M u n ic ip a lity  o f  Anchorage. The pub lic  notice was also placed on 
the State o f  A laska and Department o f  N atura l Resources pub lic  notice w e l pages. Th is pub lic  
notice was also faxed to the media by the Anchorage Public In form ation  C e rter. Further, the 
docum entation on the land exchange was posted on the D iv is io n  o f  Parks web site. These also 
happened in  the firs t fu ll week o f  December.

O nly a few  comments were received. The land exchange appears to be non-controversia l. 
Negative comments are addressed below .

The D iv is io n  o f  Parks and O utdoor Recreation received two faxes. Both were from  neighboring 
property owners. One fax lists concerns, such as the appraisal value affecting the ir land value 
and the unknow n impact, positive  or negative, o f  the exchange on neighboring property, but d id 
not take a positive  or negative pos ition  on the land exchange itself.

The other was a lis t o f  negative comments that a person had heard from  numerous people who 
contacted h im  in  concern o f  the proposed land exchange. He encouraged these fo lks  to make 
the ir comments d irectly  to the State, but none did. In  a phone conversion, I  was able to get the 
term  “ numerous people” , quantified to an “ estimate o f  a dozen people” . The person sending the 
fax wished to remain anonymous, since his own stance on the land exchange is neutral. The 
negative comments condensed to e ight concerns, w h ich  are listed below. A  n in th  concern was 
the listed on the poss ib ility  o f  cyanide s t ill in  the reclamation pits at the Lucky  Shot M i l l  Site. 
These pits are not part o f  the land exchange and w il l  remain state land. Therefore, th is issue does 
not invo lve  the land exchange.

Comm ent 1: A  com plaint that the pub lic  notice period was during the w inter. The p roperty  
invo lved  in  the land exchanged can not be driven to in  the w in ter. There was a request to delay 
the end o f  the comment period, or have another public comment period during the summer. 
Response: Circumstances make this p ro h ib itive ly  expensive. The Prelim inary Exchange 
Agreem ent was signed at the end o f  June, a llow ing  ju s t enough time to complete fie ld  w o rk  on 
the surveys and appraisal before w in te r. B y  law, an appraisal fo r a land exchange is o n ly  va lid ., 
fo r one year. A lso , this exchange is unequal, therefore, by law , must be approved by the 
Legislature. I f  we were to delay p ub lic  comment fo r summer and w a it fo r next year’ s leg is la tive 
session, the appraisal would be in va lid  and w ould have to be redone to accommodate the new 
tim eline. The contract fo r the current appraisal was $9,800.

Comm ent 2: D o not want to see com m ercia lization on both sides, east and west, o f  the pass. 
Response: There already is com m ercia liza tion  on both sides o f  the pass. C om m ercia l m in ing  
has existed on the west side o f  Hatcher Pass fo r decades. Should A laska Hardrock, Inc. create a 
lodge or B & B  at the Lucky Shot M i l l  Site, this w ould be a new  k ind o f  com m ercia liza tion  on the 
west side.

Comm ent 3: This is a poor bargain since the State is only getting subsurface fro m  A laska  
Plardrock, Inc.

January 14, 2000 page 10



Alaska Hardrock, Inc./Division o f Parks Proposed Land Exchange Final Report

Response: A s  stated earlier in  th is report, the surface estate is owned by a d iffe ren t party and can 
not be include in  th is exchange. Both the subsurface and surface estate owners agree that the 
righ t to use the tunnel lies w ith  the subsurface owner, A laska Hardrock, Inc., w h ich  is what the 
D iv is io n  o f  Parks and O utdoor Recreation is interested in. The appraisal on ly  valued the 
m ineral/subsurface estate, so the appraised value accurately reflects what the state is acquiring.

Comm ent 4: The State w ou ld  be taking on a lia b ility  w ith  the tunnel in  terms o f  v is ito r safety - 
risk  o f  cave in.
Response: The appraisal lis ted the m ain water tunnel as in  good condition. The D iv is io n  o f  Parks 
and O utdoor Recreation has no in ten tion  o f  opening any underground tunnel to the p ub lic  
w ith o u t insuring  pub lic  safety through tunnel reconstruction and guided tours. A lso , the portion  
o f  the water tunnel invo lved  in  the exchange is through so lid  bedrock. The portion o f  the tunnel 
that needs shoring up and securing is the entrance, w h ich  is already owned by the D iv is io n  o f  

Parks and O utdoor Recreation.

Com m ent 5: There w ou ld  be an increase in  non-resident v is ita tion , decreasing the enjoym ent o f  
the park by residents.
R esponse: I t  is lik e ly  that there w ou ld  be an increase in  non-resident v is ita tion  to the park when 
the tunnel is opened fo r pub lic  tours. One o f  the purposes o f  the exchange is to encourage 
increased econom ic activ ity . Some residents w il l  also enjoy the upgrades to the park. A lso , the 
park can be used as a ju m p  o f f  po in t to other areas in  Hatcher Pass fo r those residen ts who want 
to get to less populated areas to recreate.

Comm ent 6: Residents w ou ld  be charged to see the park. (Unhappy w ith  current fee as it  is.) 
Response: The D iv is io n  o f  Parks and O utdoor Recreation o r its com m ercia l operator does plan 
on charging fo r the underground tour. The D iv is io n  o f  Parks and O utdoor Recreation already has 
a guided torn- o f  the build ings in  the park fo r a fee, and a parking fee. W ithou t a fee fo r the 
underground tour that w il l  be u tilized  by the com m ercial operator m aintenaice o f  these h istoric 
build ings, they w i l l  continue to deteriorate. There is no other fund ing option  fo r the maintenance 
and preservation o f  the build ings.

Com m ent 7: Th is  land exchange vio lates the in tent fo r pub lic  use in  the Hatcher Pass 
M anagement Plan.
R esponse: The Department o f  N atura l Resources has determ ined the exchange is consistent w ith  
the plan. See the section “ Land P lanning and C lassification”  on page 7.

Comm ent 8: W ild life  in  the area w ou ld  suffer further from  another lodge o r the western side. 
R esponse: There is no in fo rm a tion  to substantiate this. The Departm ent o f f is h  and Game d id  not 
object to, or com m ent on, the land exchange.

A dd itio n a l comments received include a le tte r supporting the land exchange fro m  the 
Matanuska-Susitna Borough. They believe that the addition o f  the land to the h is to ric  park  w il l  
make a fine com plem ent to the ir planned development o f  a ski area and four-season resort in  the 
area.
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Scott Eubanks, president o f  A laska  Hardrock, Inc., received three phone calls fro m  ne ighboring  
property owners stating the ir support as w e ll. These were fro m  A rg e l Pettit, M ike  Naum an, and 
A lle n  E rv in . Conversations w ith  a ll three were very supportive o f  the exchange. They a ll 
thought the exchange w ou ld  benefit both the State and A laska Hardrock, Inc. along w ith  helping 
bring some more revenue in to  the M at-Su Borough.

A lthough  there is a long lis t o f  negative concerns, they were received from  one in d iv id ua l. I t  is 
hard to quan tify  these since the “ estimated dozen”  persons who made them d id not come fo rth  
themselves. Support fo r the exchange came from four defin ite  sources. I t  is noted that any 
development has a cost to the surrounding wilderness. The developm ent proposed by the State is 
lim ited  to that necessary to p rovide  enough fund ing to support the h istoric  preservation o f  
Independence M ine . There is no other fund ing source fo r this preservation effort. K no w n  
development proposed by A laska H ardrock Inc. is lim ited  to supporting the ir ex isting  m in in g  
operation, plus a potentia l sm all B & B  or lodge s im ila r to Hatcher Pass Lodge.

G iven the pos itive  and negative p ub lic  comments received, the Department o f  N a tura l Resources 
plans to continue the land exchange process.
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CS FOR HOUSE BILL NO. 344( )

IN  T H E  LE G IS LA T U R E  OF TH E  STATE OF A L A S K A  

T W E N T Y -F IR S T  LE G IS LA T U R E  - SECOND SESSION

BY

Offered:
Referred:

Sponsors): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL

FOR AN ACT ENTITLED

"An Act authorizing a land exchange between the Department of Natural

Resources and Alaska Hardrock, Inc.; approving a long-term lease of certain

Alaska Railroad Corporation land at Healy; and providing for an effective date."

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

* Section 1. The uncod ified  law o f the State o f A laska is amended by adding a new 

section to read:

PURPOSE. The purpose o f section 2 o f this A c t is to approve the fina l agreement fo r 

the exchange o f land between the State o f Alaska, Department o f  Natural Resources and 

A laska H ardrock, Inc., dated January 26, 2000. The land to be acquired by the state under 

the agreement is located w ith in  or adjacent to the Independence M in e  State H is to rica l Park. 

The appraised fa ir m arket value o f the land to be exchanged is unequal. AS 38.50.020 

requires the submission o f  a land exchange agreement fo r leg is la tive review  and approval i f  

the agreement involves the exchange o f land o f other than equal appraised fa ir  market value. 

The Department o f Natural Resources has determined that the value o f  the land to be received

-1- C S H B  344( )
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by the state under the agreement exceeds the value o f the state land re linquished.

* Sec. 2. The uncod ified  law  o f the State o f  A laska is amended by adding a new section 

to read:

A P P R O V A L  O F A G R E E M E N T  A N D  L A N D  E X C H A N G E . The fina l agreement fo r 

the exchange o f  land between the Department o f Natural Resources and A laska Hardrock, Inc., 

dated January 26, 2000, is approved. The approval o f  the fina l agreement authorizes the 

exchange o f  state-owned land fo r land owned by Alaska Hardrock, Inc., as specified in the 

approved fin a l agreement.

* Sec. 3. The uncod ified  law  o f  the State o f A laska is amended by adding a new section 

to read:

A P P R O V A L  O F T H E  LEA S E  OF L A N D  A T  H E A L Y . (a) The A laska  Railroad 

Corporation is authorized to lease certain corporation land at Healy, A laska, fo r the T ri-V a lley  

subdivision w ith in  T ow nsh ip  12 South, Range 7 West, Section 18, Fairbanks M erid ian , that 

is the subject o f  A laska R a ilroad contract no. 69-25-0003-4779 fo r a period  in  excess o f  35 

years w ithou t reserving the rig h t to terminate the lease.

(b) Th is section constitutes legislative approval under AS 42.40.285(4) fo r the Alaska 

Railroad Corporation to lease the land described in (a) o f  this section fo r  a period in excess 

o f 35 years w ithou t reserving the righ t to terminate the lease i f  the land is needed fo r ra ilroad 

purposes.

* Sec. 4. Th is  A c t takes e ffect im m ediately under AS 01.10.070(c).
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Need fo r Legislative Action
Regarding the Tri-Valley Subdivision in Healy, Alaska

On behalf of over 100 Healy, Alaska families, Usibelli Coal Mine, with the full concurrence of the 
Alaska Railroad Corporation, requests that the Alaska Legislature address a problem that
affects the homeowners of the Tri-Valley Subdivision.

*
History of the Tri-Valley Subdivision

The Tri-Valley Subdivision was created in 1977 when the Alaska Railroad leased about 500 
acres of railroad land to Usibelli Coal Mine (UCM) for residential development. At the time, there 
was little land available for building sites needed by employees of the railroad, Golden Valley 
Electric Association, the State of Alaska and other area residents.

The problem was especially critical for UCM employees as the mine had been advised by the 
Federal Mining Enforcement and Safety Administration that employees residing on land leased 
for coal mining must relocate. As had been the case since the 1920’s, most of the miners and 
their families lived on federal (eventually to become state) coal leases near the mine sites.

The federal act that created the railroad specifically authorized the use of railroad land for 
townsite purposes as well as railroad operations. A Presidential Act in 1928 withdrew the 
section of land in which the Tri-Valley subdivision is located for all authorized railroad purposes 
including use as a townsite. In the 1970’s, the railroad recognized the need for additional 
residential land, but did not have the funds to develop a subdivision. As UCM was willing to fund 
the development costs, a 55-year lease agreement was signed with UCM in 1977.

Currently there are about 120 residences and 3 churches located in the subdivision.
Additionally, the Tri-Valley Volunteer Fire Department, the Tri-Valley Community Center, the 
offices of the Denali Borough, the community hockey rink and a non-profii day care center are 
located in the subdivision.

There are two fundamental requirements in the master lease that underline the intent of both 
the Alaska Railroad and UCM to develop the subdivision for the benefit of the community as 
opposed to any commercial gain for UCM.

• The residential lots were to be equally available for sublease to ail persons, whether they 
were employees of the Alaska Railroad, UCM or not.

• The rent charged by UCM to sublessees could not exceed UCM's costs to lease and 
develop the property.

Subdivision Homeowners and Buyers Now Face Financing Problem s

Beginning in the early 1990's, problems began to occur when residents applied for mortgages 
to build or buy homes in the subdivision. Accepted banking policy precludes lenders’ from 
issuing to sublessees a deed of trust with a maturity date that is within 10 years of the 
termination date of their sublease. The term of the homeowner’s subleases are concurrent with 
the term of the master lease.



Tri-Valley Subdivision Lease Extension
March 9, 2000

In short, as the current expiration date of UCM’s master lease is 2032, lenders will not structure 
mortgages longer than a maximum of 22 years, much shorter than a typical 30-year mortgage. 
In effect, the longest mortgage most lenders will currently issue .is 20 years. This shorter term 
makes the borrower's monthly payments much higher and reduces the affordability and 
saleability of subdivision homes.

In recent years, potential home sales have fallen through because some buyers were unable to 
afford the shorter term mortgages. In other cases, would be buyers who could afford the shorter 
term loans were not willing to purchase because when the time came for them to sell, the 
problem would be even worse.

As the available amortization period shrinks with each passing year, the problem grows more 
acute. When combined with rising interest rates, the ability of new sublessees to afford or to 
obtain financing for new construction (or for existing sublessees to sell to new buyers) will 
diminish to the point where only cash transactions are possible. This will greatly reduce the 
market value of any home located in the subdivision.

The Legislative Solution

The railroad has been willing to address this problem'by extending UCM’s master lease using a 
provision in the lease for a 35-year renewal. When added to the remaining 32 years, this would 
have the effect of extending the master lease by 67 years, well beyond the 40 years needed by 
lenders.

However, in the 1980’s when the Alaska Railroad was transferred from the federal government 
to the State of Alaska, the legislation establishing the Alaska Railroad Corporation (ARRC) 
included additional conditions governing long-term leases of railroad land.

Alaska Statute 42.40.285 (4) requires that, unless exempted by action of law, the ARRC must 
reserve the unilateral right to terminate any lease with a term in excess of 35 years in the event 
the land is ever needed for railroad use.

Even though all parties recognize there is no chance that the railroad would ever need the 
subdivision land for railroad use, this unilateral right of the ARRC to terminate the master lease 
undermines the tenancy of UCM and its sublessees. Any extension of the master lease which 
contains such a termination clause will preclude lenders from offering long-term financing to 
homeowners and buyers in the Tri-Valiev Subdivision.

The most expedient way to solve the current problem would be for the legislature to take action 
to exempt the current lease agreement (Contract #69-25-003-4779) between the ARRC and 
UCM from the provisions of AS 42.40.285 (4). With this done, the master lease could then be 
extended in a manner that would allow homebuilders and buyers to secure traditional 
mortgages.

Charlie Green
Vice President Real Estate
Usibelli Coal Mine, Inc.
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ALASKA R A IL R O A D  c o rp o ra tio n

Corporate Addre»: P.O. Box 107500, Anchorage, Alaska 99510
327 W. Ship Creek Avenue, Anchorage, Alaska 99501

March 21, 2000

The Honorable John Torgerson 
Alaska State Legislature 
Room 516 
State Capitol 
Juneau, AK 99801

Dear Senator Torgerson:

The Alaska Railroad Corporation (ARRC) recognizes the need for a legislative solution 
on behalf of more than 100 Healy, Alaska families. Wa are in support of Usibelli Coal 
Mine’s effort to seek legislative approval to create an exception to the ARRC’s real 
estate policies for the Tri-Valley Subdivision land in Healy.

Alaska Statute 42.40 prohibits the ARRC from selling, exchanging, or otherwise 
conveying its land unless the legislature approves the action. By law, the ARRC can 
lease land for up to 35 years, but must reserve the unilateral right to terminate any 
lease with a term in excess of 35 years in the event the land is ever needed for railroad 
use.

This termination clause is currently affecting some 120 families in the Tri-Valley 
Subdivision in Healy, Alaska. The longest mortgage mo3t lenders will issue to these 
families is 20 years due to the termination language. Accepted banking policy 
precludes lenders’ from issuing to sublessees a deed of trust with a maturity date that is 
withinlO years of the termination date of their sublease. This shorter term makes the 
borrower’s monthly payments much higher and reduces the affordability and saleability 
of subdivision homes.

Usibelli Coal Mine, who leases the Healy property from the Alaska Railroad and 
subleases lots to residents, is currently working on an amendment to legislation in both 
the Senate and House Finance committees. This amendment would authorize the 
Railroad to lease Tri-Valley Subdivision land for a period in excess of 35 years without 
reserving the right to terminate the lease.

Again, the ARRC supports Usibelli’s goal to attain an exemption from the 35 year lease 
limit. However, looking at the big picture, the Alaska Railroad would also like to work 
with the state legislature toward a more comprehensive solution that would allow us 
address other real estate concerns which arise on occasion.
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We believe many of our real estate issues could be solved if the ARRC were given the 
authority to issue longer term leases. Residents and businesses along the rail belt 
would be able to qualify for more affordable mortgage rates and would gain more 
freedom to plan long term.

Along that line, we would like to work with legislators this summer to study issues 
relating to the ARRC’s real estate policies. The goal would be to create legislation for 
the 2001 session enabling the Alaska Railroad to better address our customer's needs.

As we begin this process, it is important to note that the ARRC is approached 
periodically by individual leaseholders who would prefer to purchase the railroad land 
they currently lease. Approximately 50 percent of the Alaska Railroad's net earnings 
are derived from real estate leases much like other railroad’s in the Lower 48. For that 
reason, selling Railroad land could jeopardize the ARRC's long term ability to remain a 
self-sustaining state corporation. We trust that this issue will be taken into account 
when examining the ARRC’s real estate policies.

The ARRC has approximately 218 tenants. Our current policy is adequate for most of 
our tenants but leaves little room for flexibility. Longer lease options combined with 
other ideas that may surface from the study group could help the Alaska Railroad better 
serve Alaskans.

Sincerely,

Governor Bill Sheffield
President and CEO, Alaska Railroad Corporation



Need fo r Legislative Action
Regarding the Tri-Valley Subdivision in Healy, Alaska

On behalf o f over 100 Healy, Alaska families, Usibelli Coal Mine, with the full concurrence of the 
Alaska Railroad Corporation, requests that the Alaska Legislature address a problem that 
affects the homeowners of the Tri-Valley Subdivision.

History of the Tri-Valley Subdivision

The Tri-Valley Subdivision was created in 1977 when the Alaska Railroad leased about 500 
acres o f railroad land to Usibelli Coal Mine (UCM) for residential development. At the time, there 
was little land available for building sites needed by employees of the railroad, Golden Valley 
Electric Association, the State o f Alaska and other area residents.

The problem was especially critical for UCM employees as the mine had been advised by the 
Federal Mining Enforcement and Safety Administration that employees residing on land leased 
for coal mining must relocate. As had been the case since the 1920’s, most o f the miners and 
their families lived on federal (eventually to become state) coal leases near the mine sites.

The federal act that created the railroad specifically authorized the use o f railroad land for 
townsite purposes as well as railroad operations. A  Presidential Act in 1928 w ithdrew the 
section o f land in which the Tri-Valley subdivision is located for ail authorized railroad purposes 
including use as a townsite. In the 1970 ’s, the railroad recognized the need for additional 
residential land, but did not have the funds to develop a subdivision. As UCM was willing to fund 
the development costs, a 55-year lease agreement was signed with UCM in 1977.

Currently there are about 120 residences and 3 churches located in the subdivision.
Additionally, the Tri-Valley Volunteer Fire Department, the Tri-Valley Com munity Center, the 
offices of the Denali Borough, the community hockey rink and a non-profit day care center are 
located in the subdivision.

There are two fundamental requirements in the master lease that underline the intent o f both 
the Alaska Railroad and UCM to develop the subdivision for the benefit o f the com m unity as 
opposed to any commercial gain for UCM.

• The residential lots were to be equally available for sublease to all persons, whether they 
were employees o f the Alaska Railroad, UCM or not.

• The rent charged by UCM to sublessees could not exceed UCM's costs to lease and 
develop the property.

Subdivision Homeowners and Buyers Now Face Financing Problems

Beginning in the early 1990’s, problems began to occur when residents applied for mortgages 
to build or buy homes in the subdivision. Accepted banking policy precludes lenders’ from 
issuing to sublessees a deed of trust with a maturity date that is within 10 years o f the 
termination date of their sublease. The term of the hom eowner's subleases are concurrent with 
the term of the master lease.
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In short, as the current expiration date o f UCM ’s master lease is 2032, lenders will not structure 
mortgages longer than a maximum of 22 years, much shorter than a typical 30-year mortgage. 
In effecf, the longest mortgage most lenders will currently issue is 20 years. This shorter term 
makes the borrower’s monthly payments much higher and reduces the affordability and 
saleability o f subdivision homes.

In recent years, potential home sales have fallen through because some buyers were unable to 
afford the shorter term mortgages. In other cases, would be buyers who could afford the shorter 
term loans were not willing to purchase because when the time came for them to sell, the 
problem would be even worse.

As the available amortization period shrinks with each passing year, the problem grows more 
acute. W hen combined with rising interest rates, the ability o f new sublessees to afford o r to 
obtain financing for new construction (or for existing sublessees to sell to new buyers) will 
diminish to the point where only cash transactions are possible. This will greatly reduce the 
market value o f any home located in the subdivision.

The Legislative Solution

The railroad has been willing to address this problem by extending UCM’s master lease using a 
provision in the lease for a 35-year renewal. W hen added to the remaining 32 years, this would 
have the e ffe r' of extending the master lease by 67 years, well beyond the 40 years needed by 
lenders.

However, in the 1980’s when the Alaska Railroad was transferred from the federal governm ent 
to the State o f Alaska, the legislation establishing the Alaska Railroad Corporation (ARRC) 
included additional conditions governing long-term leases o f railroad land.

Alaska Statute 42.40.285 (4) requires that, unless exem pted by action o f law , the AR R C  must 
reserve the unilateral right to terminate any lease with a term in excess of 35 years in the event 
the land is ever needed for railroad use.

Even though all parties recognize there is no chance that the railroad would ever need the 
subdivision land for railroad use, this unilateral right o f the ARRC to terminate the m aster lease 
undermines the tenancy of UCM and its sublessees. Any extension of the master lease which 
contains such a termination clause will preclude lenders from  offering long-term financing to 
homeowners and buyers in the Tri-Valley Subdivision.

The most expedient way to solve the current problem would be for the legislature to take action 
to exempt the current lease agreement (Contract #69-25-003-4779) between the ARRC and 
UCM from the provisions of AS 42.40.285 (4). W ith this done, the master lease could then be 
extended in a manner that would allow homebuilders and buyers to secure traditional 
mortgages.

Charlie Green
Vice President Real Estate
Usibelli Coal Mine, Inc.
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Mr. Charlie Green 
Vice President Real Estate 
Usibelli Coal Mine, Inc.
100  Cushman Street, Suite 2 1 0  
Fairbanks, AK 9 9 7 0 1

Dear Charlie,

Mt. McKinley Bank (MMB) w a s  one of the first banks to make m ortgages available for residential 
construction in Healy in the late 1 9 7 0 's .  Since then, w e  have originated hundreds of hom e loans in 
the Healy, Clear and McKinley Village areas and probably carry about half of th e  m ortgages  in the Tri- 
Valley Subdivision. I understand that there are currently about 1 2 0  residences and 3 c h m c h e s  located  
in this subdivision.

As you know, m ortgages for residences situated on leased land, rather than fee  simple land, are 
subject to a different se t  of lending policies. Usibelli Coal Mine (UCM) le a se s  the Tri-Valley Subdivision  
from the Alaska Railroad (ARR), and in turn su b leases  lots to area residents and organizations. A s the  
term of the sublease  can be no longer than the term of the master lease, lenders m ust be concerned  
with the length of UCM's master lease w hen making m ortgages to su b le ss e e s .

As w e  have d iscussed , the problem that MMB, other banks and credit unions currently have with 
originating mortgage loans in the Tri-Valley Subdivision results from accep ted  banking policy that 
precludes lenders from issuing to su b lessee s  a deed of trust with a maturity date that is within ten  
years of the termination date of the  lease . In short, as the current expiration date of the UCM's master  
lease is 2 0 3 2 ,  lenders will not structure m ortgages longer than a maximum of 2 2  years which is 
considerably shorter than a typical 30-year mortgage. In effect ,  the lon gest  m ortgage m o st  lenders will 
currently issue is 2 0  years. This shorter term makes the borrower's monthly paym en ts  considerably  
higher and reduces the affordability of h o m es located in the Tri-Valley Subdivision.

I am not surprised to learn that potential hom e sa les have recently fallen through b e ca u se  the buyers 
were unable to afford the shorter term m ortgages . As the available amortization period continues to 
shrink, combined with the potential for rising interest rates, the  ability of n e w  s u b le s s e e s  to afford or 
obtain financing for n ew  construction (and for existing su b le s s e e s  to sell to n e w  buyers) will diminish 
to the point where only cash transactions are possible. This will greatly reduce the market value of  
any home located in the subdivision.

A State Chartered Mutual Savings Bank Sen'infi Fairbanks Since 1965



Charlie Green 
February 17 , 2 0 0 0  
Page Two

I understand that the ARR is willing to extend UCM's master lease to address this problem. However, 
for any ARR land that is leased for a period longer then 3 5  years, Alaska law requires that the ARR 
must reserve the unilateral right to terminate the master lease in the ev e n t  the land is ever needed for 
railroad use .  Even though all parties recognize there is little chance that the master lease would ever  
be terminated, this unilateral right to terminate undermines the tenancy of su b lessee s .  Any extension  
of the master lease  containing such a termination clause will preclude lenders from offering long-term  
financing in the Tri-Valley Subdivision.

I am aware that the parties involved are working to help address this situation, and I would be pleased  
to offer any support that might be helpful in solving the problem. This would include bringing it to the  
Alaska Bankers A ssociation to help support any legislative action that might be required to remedy the  
situation.

Thank you for your help in this matter.

I
1
CKief Executive Officer
/

Cl:grs



N a t i o n a l

B a n k ? f A l a s k &

February 2 5 , 2 0 0 0

M ortgage Loan Department 
P.O. Box 107025 

1500 W. B enson Blvd., 4th Floor 
A nchorage. AK 99510-7025 

Phone (907) 257-3434 / Fax 257-3412

M r. Charlie Green 
Vice President, Real Estate 
Usibelli Coai M ine, inc.
100  Cushman Street, Suite 2 1 0  
Fairbanks, Alaska 99701

Dear Charlie:

National Bank o f Alaska, as the largest orig inator and servicer o f mortgage loans in the 
state, expresses our concern over the inability o f potential home buyers in the Tri-Valley 
Subdivision to obtain th irty  year mortgages.

The predom inant investor in rural Alaska is Alaska Housing Finance C orporation  (Alaska 
Housing). National Bank o f Alaska originates loans fo r sale to  Alaska Housing. Alaska 
Housing requires the remaining term on any leasehold estate to be fo r a period o f not less 
than ten years from  and after the m aturity o f the mortgage loan. Usibelli Coal M ine leases 
the T ri-V a lley Subdivision land from the Alaska Railroad. The expiration date o f this lease 
is 2 0 3 2 . This date forces us to  reduce the term o f the mortgage to  22  years to be in 
compliance w ith Alaska Housing requirements. The reduced term  results in a higher 
payment fo r the qualifying borrower which impacts the a ffordability  o f  properties in the 
T ri-Valley Subdivision.

I understand from  our conversation that the Alaska Railroad is w illing to  extend the lease 
w ith the provision that they may unilaterally terminate the lease i f  subsequently the Alaska 
Railroad needs the land. Alaska Housing, o ther secondary market investors, and National 
Bank o f Alaska cannot lend long-term funds with this term ination provision.

National Bank o f  Alaska, on behalf o f our borrowers in T ri-V a lley Subdivision, strongly 
supports any action necessary, including legislation, to enable us to  o ffe r th irty  year 
mortgages to  the current and future owners in this subdivision. We also advocate a speedy 
solution to  this issue as current p roperty owners may begin to experience a deterioration o f 
the value o f  the ir homes i f  financing is lim ited.

I appreciate you b r in ^ i ,  tiiis to  my attention and w ill be available at any time to provide 
you w ith fu rther assistance.

Sincerely,

Senior Vice President
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Final E xch an ge  A greem ent  
Independence M ine SH P E xchange  

with A laska H ardrock , Inc.

This F inal Exchange Agreement fo r the uneaual value exchange o f  land ("Agreem ent") is 
made and entered into this 0 day o f  — 72060. by and between
the State o f  Alaska, Department o f  N atural Re$pmces, D iv is ip t fo f  Land and D iv is ion  o f  Parks 
and O utdoor Recreation ("State"), 550 W  7th Ave, Suite 1380, .Anchorage, A K  99501-3561. and 
A laska Hardrock, Inc., ( "A H I" ) ,  PO B ox 2407, Palmer, A K  99645, pursuant to AS 38.50 and 11 
A A C  67.200-.280.

W I T N E S S :

W H E R E A S , A H I owns the m ineral/subsurface estate to e ight patented federal m in ing 
cla im s listed below  and consisting o f  approxim ate ly 118 acres in  T20N  R1E SM , Sec 28, 29 and 
33, shown in  E xh ib it A . These lands are adjacent to, or w ith in , Independence M ine  State 
H is to ric  Park. A H I purchased this estate from  Enserch Processing Partners, L td . as stated in  a 
statutory w arranty deed recorded in  the Palmer Recording D is tric t on B ook 0505 page 772.
Chain o f  t it le  has been shown in  the C om m itm ent to Insure Report AF99-8419 by A laska First 
T itle  Insurance Agency, Inc.

Independence Lode, G ranite M ounta in  and Granite M ounta in  #1, w ith in  USM S 958-A 
Granite M ounta in #2 and Granite M ounta in  #3, w ith in  USM S 961/2046 
Lo is  Fraction and Snowbird, w ith in  U SM S 2041 
Homestake 4, w ith in  USM S 980

W H ER EAS, the State owns land in W illo w  Creek Valley, consisting o f  approxim ately 
107 acres, in  five d iffe rent parcels described below  and shown in E xh ib it B. Transfer to A H I w il l  
be fo r land estate and the land w i l l  be closed to new m ineral entry. The State received tentative 
aporoval to these lands as general grant lands under the Statehood E ntitlem ent A ct on September 
26, 1984, and July 15, 1994. The applicable case file  is GS 1224.

Parcel One named Lucky  Shot M il l  Site: Tract B o f  ASLS 98-45, w ith in  the NE1/4, Sec.
2, T 19N  R 1W  SM , excluding R /W  fo r W illo w  Creek Road, also know n as Hatcher Pass 
Road. Approxim ate acreage: 29

Parcel Tw o named W illo w  Creek Decline: ASLS 98-44 and federal m in ing  claim  
Brightness 2, USM S 2047, w ith in  the S E 1/4, Sec 29 and N E1/4, Sec 32; T20N  R 1E SM. 
Approxim ate acreage fo r entire parcel: 41

Parcel Three named Lucky  Shot Tunnel: Tract A  o f  ASLS 98-45, w ith in  the SW1/4, Sec 
35, T20N  R1W  SM , excluding R /W  fo r W illo w  Creek Road, also know n as Hatcher Pass 
Road. Approxim ate acreage: 27

F IN A L  E X C H A N G E  A G R E E M E N T  *  IN D E P E N D E N C E  M IN E  S H P  E X C H A N G E  » ilh  A H I  * Page I o fS
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Parcel Four: Tract B o f  US Rectangular Survey dated September 28, 197S, in section 35.
T 2 0N  R 1W , SM. Approxim ate acreage: 8

Parcel Five: Tract C o f  US Rectangular Survey dated September 28, 1978, in sections 34
and 35, T20N  R1W , SM. Approxim ate acreage: 2

W H ER E A S , the parties intend that the State w i l l  acquire the m ineral estate described in  
E xh ib it A  in  exchange fo r the state owned land estate described in E xh ib it B, and that .AHI w i l l  
acquire the state owned land estate described in  E x h ib it B in exchange fo r m ineral estate 
described in  E xh ib it A . Both parties understand that the value o f  the exchanged lands is unequal.

W H E R E A S , the benefits to be achieved by this exchange are:

a. Land to be acquired by the State includes a m ajor portion  o f  the o ld  water 
tunnel and an im portant part o f  the o ld Independence M ine  tunnels. The 
D iv is ion  o f  Parks and O utdoor Recreation intends to open the water tunnel 
fo r public tours This supports the d iv is io n ’s goal o f  preserving and 
interpreting A laska ’s cu ltu ra l heritage. Should the park be offered fo r 
private concession, the option  o f  inc lud ing  underground tours w il l  make a 
concession contract more viable. Th is supports the d iv is io n ’s goal o f  
p rovid ing support to the state’s tourism  industry.

b. A H I has existing leases, m in ing  claims, and facilities on the parcels to be 
acquired by them. This w i l l  s o lid ify  ownership fo r the company and 
facilitate the business goals in  go ld  m in ing  and tourism.

W H E R E A S , the State has fo llow ed the specific  procedures that are required to protect the 
pub lic  interest.

W H E R E A S , the legislature has approved the exchange.

N O W  THEREFO RE, in consideration o f  the ir m utual covenants and promises and other 
good and valuable consideration, the receipt and su ffic iency o f  which are acknowledged and 
confessed, the parties covenant and agree as fo llow s:

1. O wnership. A H I has sole ownership to the m ineral estate described in E xh ib it A , 
and the State owns the lands described in E xh ib it B. It is the parties’ understanding that A H I 
holds m inera l interest in the lands to be conveyed to the State and that conveyance o f  this interest 
is su ffic ien t to achieve the State’s goals o f  pub lic  recreation, presentation and interpretation 
w ith in  the o ld  Independence M ine tunnels.

2. Legal Descriptions: The parties agree that the legal descriptions o f  the lands and 
interests in  lands w h ich  are the subject o f  this Agreem ent, as set forth in Exhibits A  and B hereto, 
are subject to further review  and changes, as necessary after formal title  review, and subsequent 
negotiations have been done.

F IN A L  E X C H A N G E  A G R E E M E N T  *  IN D E P E N D E N C E  M IN E  S H P  E X C H A N G E  w ith  A H I * P.ir c  2 o f5



3. Taxes and T h ird  P an.’ Interests: There are no outstanding taxes or th ird party 
interests in  the lands to be exchanged.

4. A u th o rity . Each signatory to this Agreem ent has the authority’ to negotiate this 
exchange on beha lf o f  its principals, subject to any necessary Board o f  D irectors o r legislative 
approval.

5. Conveyance. The State and .AHI w i l l  exchange the ir respective rights, titles and 
interests in  the lands identified  in  E xhib its A  and B on an unequal value basis, subject to va lid  
existing rights and other reservations as m utua lly  agreed upon. The State w il l  receive a warranty 
deed from  A H I, and A H I w i l l  receive a qu it c la im  deed fo r the land estate from  the State. Land 
estate is the fee sim ple estate less the m ineral rights reserved under AS 38,05.125(a). The righ t- 
o f-w a y  fo r W illo w  Creek Road, also know n as Hatcher Pass Road is excluded as well. The 
mineral estate under the land estate going to A H I w i l l  be closed to m ineral entry and the creation 
o f  th ird  party interests. The w arranty deed to the State, from  A H I, w i l l  include language 
specifying that lands conveyed by A H I are to be owned and managed by the D iv is ion  o f  Parks 
and O utdoor Recreation as paT o f  Independence M in e  State H is to rica l Park.

6. Value o f  Land . The land to be exchanged by the parties is o f  unequal appraised 
fa ir market value. ..According to the A ppraisa l o f  H atcher P ass P roperties f o r  a Land Exchange, 
Palmer, Alaska, Valuation D a te  o f  Septem ber 21, 1999, A ppraiser: E ric G Follett, MAI, the 
value o f  the 107 acres o f  state land going to A H I is 566,500 and the value o f  the 118 acres o f  
A H I land going to the State is $87,000. A H I agrees to receive land o f  less value, is donating to 
the State, and does not expect compensation from  the State fo r the S20,500 difference in value.

7. M inera l C losing O rder. The State w il l,  as necessary, classify or reclassify the 
land identified  in E xh ib it A  and B, and concurrently com plete a m ineral closing order on the 
same lands pursuant to AS 38.05.185(a) and 11 A A C  67.230(b).

8. A C M P . The property involved in  this land exchange is outside the boundaries o f  
the Alaska Coastal Management ProgTam.

9. T h ird  Partv Interests. There are no know n th ird  party interests in the parcels 
belonging to each parry.

10. B ind ing  E ffec t. This Agreement shall be b ind ing  on and inure to the benefit o f  
the respective parties hereto, their successors and assigns. This agreement shall be executed by 
an exchange o f  deeds th irty  days after signature, o r th ir ty  days after any appeals are resolved.

11. Construction: This Agreement shall be construed and enforced in accordance 
w ith  the laws o f  the State o f  Alaska.

F IN A L  E X C H A N G E  A C R E E .M E ,N T  • IN D E P E N D E N C E  M IN E  S H P  E X C H A N G E  w ith  A H I *  Page 3 o f 5



12. Appeals:-This is a fin a l adm inistrative order and decision o f  the department tot 
purposes o f  an appeal to Superior Court. A  person adversely affected by  th is fina l order and 
decision may (1) appeal to Superior C ourt w ith in  30 days in accordance w ith  the rules o f  the 
court, and to the extent perm itted by  applicable law. or (2) firs t request reconsideration o f  this 
decision, in  accordance w ith  AS  44.62.540 and 11 A A C  02.020, to John S h iv ley, Commissioner. 
Department o f  Natural Resources, 550 W. 7th Avenue, Suite 1400, Anchorage, A laska 99501- 
3561. Please include the appeal code num ber prov ided below. A n y  such request fo r 
reconsideration must be received at that address, or received by being faxed to 1-907-269-89IS, 
w ith in  15 calendar days after the date o f  "de live ry" o f  this decision, as defined by 11 A A C  
02.040(c) and (d). Failure o f  the com m issioner to act on a request fo r reconsideration w ith in  30 
days after delivery o f  this decision is a denial o f  reconsideration and is also a fina l adm inistrative 
order and decision fo r purposes o f  an appeal to Superior Court. I t  may then be appealed to 
Superior Court w ith in  a further 30 days in  accordance w ith  the rules o f  the court, and to the 
extent perm itted by applicable law. A  copy o f  11 A A C  02 may be obtained from  any regional 
in form ation  o ffice  o f  the Departm ent o f  Natural Resources. I f  no request fo r  reconsideration is 
filed  before the end o f  the period specified, this decision then goes in to  effect.

13. Legislative A pp rova l: Th is fina l land ''xchange agreement is subject to approval 
by the Alaska Legislature under AS 38.50.140. W ithout leg is la tive approval by the end o f  the 
legislative session in  the year 2001, this agreement is nu ll anu vo id .

IN  W ITNESS W H ER EO F, the parties have set the ir hands and seals as o f  the date firs t 
above written.

A E A S K A  H A R D R O C K , IN C .

Scott Eubanks, President

S TA TE  OF A L A S K A
D E P A R T M E N T  OF N A T U R A L  .RESOURCES

John Shively, C om m issioner
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) ss:
T H IR D  J U D IC IA L  D IS T R IC T  )

T H IS  IS TO  C E R T IF Y  that on the day o f  2000, before me.
the undersigned, a notary pub lic  in and fo r the State o f  A la ska  du ly  com m issioned and sworn, 
personally appeared Scott Eubanks, President o f  A laska Hardrock, Inc., to me know n and known 
to me to be the identical ind iv idua l described in  and who executed the w ith in  and foregoing 
document as President o f  A laska Hardrock, Inc., and acknowledged to me that he signed the 
same in  the name o f  and fo r and on beha lf o f  A laska Hardrock, Inc., free ly and vo lu n ta rily  for 
the uses and purposes therein mentioned.

G IV E N  U N D E R  M Y  H A N D  and o ff ic ia l seal the day and year last above w ritten .

jfSSSSs^  N otary  Public in and fd t-A laska

STATE OF ALASKA - )

M y  Commission Expires: / / '
N O T A R Y  '; p  

§ |  \  P U B L IC  ;  ^

S T A T E  )
) ss:

T H IR D  J U D IC IA L  D IS T R IC T  )

T H IS  IS TO  C E R TIFY  that on the day o f  2000. before
me, the undersigned, a notary pub lic  in  and fo r the State o f  Al^kka, d u ly  com iiJissioned and 
sworn, personally appeared John Shive ly, Com m issioner o f  the State Departm ent o f  Natural 
Resources, to me known and know n to me to be the identical ind iv idua l described in and who 
executed the w ith in  and foregoing document as Commissioner o f  the Departm ent o f  Natural 
Resources fo r the State o f  A laska and acknowledged to me that he signed the same in the name 
o f  and fo r and on beha lf o f  said Department o f  Natural Resources, freely and vo lu n ta rily  fo r the 
uses and purposes therein mentioned.

G IV E N  U N D ER  M Y  H A N D  and o ff ic ia l se^if the day and year last above w ritten .

_

ftS O t a ^  N otary Public in and fo r ^ a s k a  -
, M y  Commission Expires: / / " /  -d?
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E xhib it  A  
Page 1 o f  5

Final Exchange Agreement 
w ith  A laska Hardrock, Inc.

Legal Description of AHI lands going to the State:

M ineral/Subsurface Estate o f  the F o llo w in g  E igh t Patended Federal M in in g  C laim s:

T 2 0 N R 1 E S M  
Section 28:

Independence Lode, USM S 958-A  
Granite M ounta in , USM S 958-A  
G ranite M ounta in  #1, USM S 958-A  
Granite M ounta in  #2, USM S 961/2046 
Granite M ounta in  #3, U SM S 961/2046 
Lo is  Fraction, USM S 2041 
Snowbird, U SM S 2041 
Homestake 4, USM S 980 

Section 29:
Independence Lode, USMS 958-A  
Granite M ounta in , USM S 958-A  

Section 33:
Homestake 4, U SM S 980
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CORRECTION
THE FOLLOWING DOCUMENT(S) 

HAVE BEEN REFILMED TO 
ASSURE LEGIBILITY OR PAGINATION

C entra l M icrofilm  Services

\sS m L J iF jJ D epartcm ent o f  E ducation  &  E arly  D evelopm ent
S ta te  o f  A laska

R ev. 6 /9 8
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E xhib it B 
Page 1 o f  9

Final Exchange Agreem ent 
w ith  A laska H ardrock, Inc.

Legal Description of State lands going to AHI:

Five Parcels o f  Land Estate w ith  M inera l Closure:

Parcel One named Lucky  Shot M il l  Site: T ract B  o f  A S LS  98-45, w ith in  the NE1/4, Sec. 
2, T 19N  R 1W  SM , excluding R /W  fo r W illo w  Creek Road, also know n as Hatcher Pass 
Road. A pprox im ate  acreage: 29

Parcel T w o  named W illo w  Creek Decline: A SLS  98-44 and federal m in ing  claim  
Brightness 2, U SM S 2047, w ith in  the SE1/4, Sec 29 and N E1/4, Sec 32; T20N R1E SM. 
A pproxim ate  acreage fo r entire parcel: 41

Parcel Three named L u cky  Shot Tunnel: T ract A  o f  A SLS  98-45, w ith in  the SW1/4, Sec 
35, T 2 0N  R 1W  SM , excluding R /W  for W illo w  Creek Road, also know n as Hatcher Pass 
Road. Approxim ate  acreage: 27

Parcel Four: Tract B o f  US Rectangular Survey dated September 28, 1978, in section 35, 
T 20N  R 1W , SM . Approxim ate  acreage: 8

Parcel F ive: Tract C o f  US Rectangular Survey dated September 28, 1978, in sections 34 
and 35, T 20N  R.1 W , SM . Approxim ate acreage: 2
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s e n a t e  f in a n c e  c o m m it t e e  r e p o r t

DATE: 4 /6 /00 FURTHER:
REPORTED 
SFC 1 S ffiOF

o o

DATE TURNED . «  , .
IN TO OFFICE: \ 4 - T f p A  1 O O

Finance Committee considered CS FOR HOUSE BILL NO. 344(FlN)

“An Act authorizing a land exchange between the Department of Natural Resources and Alaska 
Hardrock, Inc.; approving a long-term lease of certain Alaska Railroad Corporation land at Healy; and 
providing for an effective date.”

and recommends:

[ ] be rep laced  w ith  

[ i idopt p rev ious

CS

CS

[ ] attached amendment(s)

[ ] aaopt Letter o f Intent by _ 

[ ] further referral to th e ___

Senate B il l:
[ ] same title

 ) [ ] new title
House B il l :

( X I NJ ) [w fsa m e  title
[ ] technical t it le  
[ ] new: SCR’____

Committee

Committee

N EW  F IS C A L  NOTE(S): 
Department Date Zero Fiscal

PREVIOUS FISC N O TE(S):*
Department Date Zero Fiscal

[ ] APPROPRIATION -- no fiscal note ♦ include f is c a l no tes  a c c o m p a n y in g  G o v e r n o r ’s b i l l



SFC.
STATE OF ALASKA 
2000 LEGISLATIVE SESSION
Revision Date/Time;_______________________________________
Title: Independence Mine Land Exchange between
DNR and Alaska Hard Rock, I n c . __________________________

REPORTED OUT OF
4 j i 4 l o P

No: 1
F I S C A L  N O T  ■»' Bill Version: HB 344

B IL  (H ) Publish Date: 2 / 7 / 0 0

Dept Affected: Natural Resources 

BRU: Parks & Recreation Management
Component: Parks Management

Sponsor:
Requestor:

Rules
Governor Component No #452

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

(Thousands of Dollars)

OPERATING EXPENDITURES FY2001 FY2002 FY2003 FY1004 FY2005 FY2006
p e r s o n a l  s e r v ic e s
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.01 0.0 o
l

b o b o b o.ol

|CHANGE IN REVENUES (fund cod.) 0.0 o o o b 0.0 o b o b

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: $ n/a

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a soparato page if necessary)

This land exchange will have no immediate fiscal impact on the Division's budget. It will provide an opportunity to seek a 
viable concession contract for a private operator to mrnage and maintain all of the historic buildings at Independence 
Mine State Historical Park. This exchange would allow for the concessionaire to operate underground mine tours.

A concession contract would eventually generate some revenue to the state. A revenue stream is at a minimum four 
years away. The land exchange is just the first step in the process.

 ^  ________________________
Prepared by: Jim S t r a t t o n ^ ^ ^ ^ ^ - ^ ^ ^ 7 Phone:
Division: Parks & Outdoor Recreation /  D ate :
Approved by Commissioner: / '  / ?  s

John S h ive ly-^^^^ ,^ -^<C p% ? Date:
Natural Resoffrfcei" s  7T

269-8701
19-Jan-00

Agency: z:
/  -  / f -

PREPARER 1 0  PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
COMMITTEE Q 0 p V F ° r farther distribution information call the Governor's Legislative Office
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February 3, 2000

The Honorable Brian Porter 
Speaker o f  the House 
A laska State Legislature 
State C ap ito l 
Juneau, A K  99801-1182

Dear Speaker Porter:

This b ill I transm it today w ou ld  provide legislative approval o f  a land exchange agreement 
between the stale Department o f  Natural Resources, and A laska Hard Rock. Inc. The purpose o f  
the land exchange is fo r the state to acquire private land located w ith in  and adjacent to 
independence M ine  State H is to rica l Park, near Hatcher Pass. The land to be acquired w ould be 
developed to enhance the in terpretive and recreational uses o f  the park. The land the state is 
exchanging is also located in  the Hatcher Pass area and is presently under perm it to A laska Hard 
Rock. Inc., w h ich  is interested in  receiving title.

State law  requires leg is la tive approval o f  land exchanges invo lv ing  lands o f  unequal appraised 
value. In this proposed exchange, the state w ill receive land appraised at $87,000 w h ile  
conveying land appraised at $66,500. Alaska Hard Rock. Inc. is agreeable to this unequal 
exchange and w il l  be receiving a federal tax credit fo r the difference.

A dd ing  this land to the Independence M ine State H istorica l Park, particularly the underground 
m ine tunnels, w il l  greatly add to the tourism  potential o f  the park, fhe  DNR expects to contract 
w ith  a private  concession to run tours and maintain the historic build ings in the park, saving a 
part o f  A laska's h istory w h ile  increasing economic ac tiv ity  in the area.

A  copy o f  the land exchange agreement between the D N R  and Hard Rock. Inc.. is being 
provided to the legislature. The D N R  has available a report that explains the proposed exchange 
in more detail.

Sincerely.

Tc
Governor



F in a l  E x c h a n g e  A g re e m e n t  
In d e p e n d e n c e  M in e  S H P  E x c h a n g e  

w ith  A la s k a  H a r d r o c k ,  Inc .

This F ina l Exchange Agreem ent fo r the uneaual value exchange o f  land ("Agreem ent") is 
made and entered in to this 0  day o f  ~, 2060, by and between
the State o f  A laska, Department o f  Natural Re^pdrces^D iv is i pt^o f  Land and D iv is io n  o f  Parks 
and O utdoor Recreation ("S tate"), 550 W  7th Ave, Suite 1380, Anchorage, A K  99501-3561, and 
A laska H ardrock, Inc., ( "A H I" ) ,  PO B ox  2407, Palmer, A K  99645, pursuant to AS 38.50 and 11 
A A C  67.200-.280.

W I T N E S S :

W H E R E A S , A H I owns the m ineral/subsurface estate to eight patented federal m in ing 
claim s listed be low  and consisting o f  approxim ate ly 118 acres in  T 20N  R 1E SM , Sec 28, 29 and 
33, shown in  E xh ib it A . These lands are adjacent to, or w ith in , Independence M in e  State 
H is to ric  Park. A H I purchased th is estate from  Enserch Processing Partners, L td . as stated in  a 
statutory w arranty deed recorded in  the Palmer Recording D is tric t on B ook  0505 page 772.
Chain o f  t it le  has been shown in  the C om m itm ent to Insure Report A F99-8419 by Alaska First 
T it le  Insurance Agency, Inc.

Independence Lode, G ranite M ounta in  and Granite M ounta in  #1, w ith in  USM S 958-A 
G ranite M ounta in  #2 and Granite M ounta in  #3, w ith in  U SM S 961/2046 
L o L  Fraction and Snowbird, w ith in  USM S 2041 
Homestake 4, w ith in  U SM S 980

W H ER E A S , the State owns land in W illo w  Creek Valley, consisting o f  approxim ately 
107 acres, in five  d iffe rent parcels described below  and shown in  E xh ib it B. Transfer to A H I w ill 
be fo r land estate and the land w i l l  be closed to new m ineral entry. The State received tentative 
approval to these lands as general grant lands under the Statehood E ntitlem en t A c t on September 
26, 1984, and Ju ly  15, 1994. The applicable case file  is GS 1224.

Parcel One named L u cky  Shot M i l l  Site: Tract B o f  ASLS 98-45, w ith in  the NE1/4, Sec.
2, T 1 9N  R1W  SM , exclud ing  R /W  for W illo w  Creek Road, also know n as Hatcher Pass 
Road. Approxim ate  acreage: 29

Parcel T w o  named W illo w  Creek Decline: ASLS 98-44 and federal m in in g  claim  
Brightness 2, USM S 2047, w ith in  the SE1/4, Sec 29 and N E1/4, Sec 32; T20N  R1E SM. 
Approxim ate  acreage fo r entire parcel: 41

Parcel Three named Lucky  Shot Tunnel: Tract A  o f  ASLS 98-45, w ith in  the SW1/4, Sec 
35, T 2 0N  R1W  SM, exclud ing  R /W  for W illo w  Creek Road, also know n as Hatcher Pass 
Road. Approxim ate acreage: 27

F IN A L  E X C H A N G E  A G R E E M E N T  *  IN D E P E N D E N C E  M IN E  S H P  E X C H A N G E  w ith  A H I  * Page I o f5
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Parcel Four: Traet B o f  US Rectangular Survey dated September 28, 1978, in section 35.
T 20N  R 1W , SM . Approxim ate acreage: 8

Parcel F ive: Tract C o f  US Rectangular Survey dated September 28, 1978, in  sections 34
ana 35, T 20N  R1W , SM. Approxim ate acreage: 2

W H E R E A S , the parties intend that the State w i l l  acquire the m ineral estate described in 
E xh ib it A  in  exchange fo r the state owned land estate described in  E xh ib it B , and that A H I w il l 
acquire the state owned land estate described in  E xh ib it B  in  exchange fo r m ineral estate 
described in  E xh ib it A . Both parties understand that the value o f  the exchanged lands is unequal.

W H E R E A S , the benefits to be achieved by this exchange are:

a. Land to be acquired by the State includes a m ajor portion  o f  the o ld water 
tunnel and an im portant part o f  the o ld  Independence M ine  tunnels. The 
D iv is ion  o f  Parks and O utdoor Recreation intends to open the water tunnel 
fo r public tours This supports the d iv is io n ’s goal o f  preserving and 
interpreting A laska’ s cu ltura l heritage. Should the park be offered fo r 
private concession, the option  o f  inc lud ing  underground tours w il l make a 
concession contract more viable. Th is supports the d iv is io n ’s goal o f  
p rov id ing  support to the state’ s tourism  industry.

b. A H I has existing leases, m in ing  claim s, and fac ilities on the parcels to be 
acquired by them. This w i l l  s o lid ify  ownership fo r the company and 
facilita te the business goals in  go ld  m in ing  and tourism.

W H E R E A S , the State has fo llow ed the specific procedures that are required to protect the 
public interest.

W H E R E A S , the legislature has approved the exchange.

N O W  TH ER EFO R E, in consideration o f  the ir m utual covenants and promises and other 
good and valuable consideration, the receipt and su ffic iency o f  which are acknowledged and 
confessed, the parties covenant and agree as fo llow s:

1. O wnership. A H I has sole ownership to the m ineral estate described in  E xh ib it A , 
and the State owns the lands described in E xh ib it B. It is the parties’ understanding that A H I 
holds m inera l interest in the lands to be conveyed to the State and that conveyance o f  this interest 
is su ffic ien t to achieve the State’s goals o f  pub lic  recreation, presentation and interpretation 
w ith in  the o ld  Independence M ine  tunnels.

2. Legal Descriptions: The parties agree that the legal descriptions o f  the lands and 
interests in  lands w h ich  are the subject o f  this Agreement, as set forth in  E xhib its A  and B hereto, 
are subject to further review  and changes, as necessary after form al title  review, and subsequent 
negotiations have been done.
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